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On January 11, 2018, the IRS issued its new withholding tables to assist employers with processing payrolls and
withholding federal income tax under the new Tax Reform Act signed into law late last year (the “Act”).  IRS Notice
1036 establishes the percentage method tables for 2018 income tax withholding with respect to employee
wages. 

Payroll taxes are not affected by the new Act, although the social security wage base has been increased to
$128,400, in accordance with previously enacted legislation.

One item of note in the new guidance is the updated withholding rate for supplemental wages.  There had been
some confusion under the Act as to the proper flat withholding rate that would apply to supplemental wage
payments.  For such payments up to $1 million, that flat rate is now established at 22% (down from 25% to
correspond to the Act’s new rate schedule).  For payments of supplemental wages in excess $1 million, a flat rate
of 37% will apply (also down from 39.6%).  Additionally, for backup withholding, the appropriate withholding rate
is now 24%.

There is some urgency for employers to implement these new withholding rates, which will allow employees to
see the tax savings from the Act in their paychecks.  According to the Notice, employers should implement the
2018 withholding tables as soon as possible, and no later than February 15, 2018.  Employers may continue to use
the 2017 withholding tables for a few weeks until the 2018 tables are fully implemented.

Employers should contact their payroll services provider to make sure that the new withholding rates are
correctly reflected, and their regular Hinshaw attorney if they have any questions on this new guidance.

Hinshaw & Culbertson LLP is a U.S.-based law firm with offices nationwide. The firm’s national reputation
spans the insurance industry, the financial services sector, professional services, and other highly
regulated industries. Hinshaw provides holistic legal solutions—from litigation and dispute resolution,
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and business advisory and transactional services, to regulatory compliance—for clients of all sizes. Visit
www.hinshawlaw.com for more information and follow @Hinshaw on LinkedIn and X.
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