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Business Mathematics  
Class notes 
Income Tax Withholding (section 6.4) 

The income tax that is withheld from each paycheck is based on your marital status, how often 
you get paid, and the number of withholding allowances you claim.  

Definition: Withholding allowance: Employees fill out a W-4 form that helps them calculate 
what this number should be. The number is based on the number of people in your household, if 
your spouse works, and other factors. The more withholding allowances you claim, the less tax is 
withheld from the paycheck. This does not mean that the employee owes less tax; if you 
withhold too little, the employee will have a tax bill come April 15.    

Employers need to estimate the tax each employee will need to pay. They withhold an amount 
from each paycheck and send it in to the IRS for the employee. There are two methods for 
figuring the amount to withhold from each paycheck, the wage bracket method and the 
percentage method. We will cover both, using a worksheet to cover the latter.  

 

Wage Bracket Method: 

You’ll need a table that is specific to single or married people and how often they get paid. They 
are on the following pages. On this table, we will look up the income for that pay period and the 
number of withholdings to find the amount of tax to withhold from the paycheck.  

expl 1: Find the federal withholding tax for the following employee. Use the wage bracket 
method.  

Employee Gross Earnings Married? Withholding Allowances 
O’Sullivan, S. $585.87 weekly yes 3 
 

 

 

 

 

 

 

Employers pay the IRS income tax 
throughout the year on behalf of the 

employee. How much should they send? 

Find the appropriate 
table on the 

following pages.  
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Above, we see that for a single, paid-weekly employee who 
has no withholding allowances and makes between  $360 and  
$370 per week, we should withhold  $39 from each paycheck. 
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On this page, we have the tables for employees that are paid 
monthly. If they are paid weekly, refer to the previous page’s 
tables. When needed, these and other tables will be provided.  
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Percentage Method: 

As before, we will need tables that are delineated by marital status and how often an employee is 
paid. However, this method requires we do a small calculation before we enter the table. 

General Steps for Percentage Method: 
1. Locate the correct table depending on the employee’s marital status and how often they are 
paid. 

2. Multiply the number of withholding allowances by the value in the table below. Notice it is 
dependent on the pay period.  

Amount to Deduct for One Withholding Allowance 
Payroll period Amount * 
Weekly $77.90 
Biweekly $155.80 
Semimonthly  $168.80 
Monthly $337.50 

* This number is multiplied by the number of allowances and  
subtracted from income before using tables 1-3.  

3. Subtract the result from step 2 from the wages for the pay period. This is the amount (called an 
adjusted salary) you look up in the tax table. The tax table essentially gives us a formula, often 
involving percents, which we will use to figure the tax to withhold from the paycheck.   

 

Worksheet: Reading tax tables: Percentage method for withholding: 
This worksheet will take you step-by-step through finding how much to withhold from an 
employee’s paycheck. It also provides four practice problems.  

 

Related Miscellany: 

There are other homework problems that involve finding state withholding tax. This is simply a 
matter of finding a percent of some given gross earnings.  

You will be asked to combine this section with the previous where we found FICA and Medicare 
deductions. You will subtract all deductions, including withheld taxes, from the gross earnings to 
find net pay.  

You will also see problems that ask how much an employer should send to the IRS. Remember 
that an employer sends twice the amount of FICA and Medicare taxes collected from the 
employee (employee’s plus employer’s portions) plus the total federal withholding tax.  


