FLEXLIFEFI - FLF TAX COURSE - EPISODE 2

Withhold It

Tune Your W-4 So Your Paycheck Pays Your Tax - and Not a Dollar More

“Stop lending the government your paycheck at zero percent.”

A PREMIUM LESSON - CHARTS - REAL EXAMPLES - ACTION STEPS - GLOSSARY
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Read a pay stub like an operator: separate income-tax withholding (which the W-4 controls) from fixed FICA taxes
(which it cannot).

Complete the modern five-step Form W-4 correctly - including the two-earner checkbox and the $2,200-per-child
Step 3 math for 2026.

Judge a refund honestly: tuned within $500 either way versus a 12-month interest-free loan to the Treasury.
Run the January / July / November checkpoint system with the free IRS Tax Withholding Estimator.

Use line 4(c) extra withholding to cover side-hustle tax through payroll when it beats making quarterly payments.

The Machine Behind Your Paycheck

Withholding is the oldest automation in personal finance. Since the Current Tax Payment Act of 1943, employers
have removed federal income tax from every paycheck and forwarded it to the U.S. Treasury on the worker's behalf.
The instruction set for that machine is Form W-4, the Employee's Withholding Certificate: your entries feed the
payroll software, the software applies the IRS tables in Publication 15-T, and a per-check withholding amount
comes out the other side.

Two other paycheck lines are not controlled by the W-4 at all. Social Security tax takes a flat 6.2% of wages up to
the $184,500 wage base for 2026, and Medicare takes 1.45% with no cap (plus 0.9% Additional Medicare Tax
withheld on wages above $200,000). No form entry changes those percentages - which is exactly why every W-4

conversation is really an income-tax-withholding conversation.

In January the employer hands you Form W-2, the year's scoreboard of wages and withholding. Your Form 1040
compares total withheld against actual liability: withheld too much and a refund comes back; too little and you owe.
A tuned system lands within a few hundred dollars of zero - no April windfall, no April invoice.

MARCUS'S TUNED PAYCHECK (2026, ILLUSTRATIVE)
Marcus, 22, single, one job, $48,000 salary, no dependents or side income, paid biweekly (26 checks). He completed only Steps 1
and 5 of the W-4 - correct for his situation. Rounded, illustrative figures; state tax excluded.

Gross pay per biweekly check $1,846

Taxable income (salary minus $16,100 standard deduction) $31,900

2026 federal income tax liability (10% and 12% brackets) approx. $3,580
Federal income tax withheld per check approx. $138
Social Security per check (6.2%) approx. $114
Medicare per check (1.45%) approx. $27

Take-home per check (before state tax and benefits) approx. $1,567

— Withholding of about $3,580 meets a liability of about $3,580. Marcus gets no giant refund and no bill - the
machine is doing exactly what a tuned W-4 tells it to do.
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Five Steps, Zero Allowances

If you learned the W-4 before 2020, unlearn it. The Tax Cuts and Jobs Act eliminated personal exemptions, and the
IRS rebuilt the form: there are no allowances anymore - no ‘claiming 0' or 'claiming 1." The modern form uses plain
dollar amounts and checkboxes across five steps, and most single-job workers touch only two of them: Step 1

(name, Social Security number, filing status) and Step 5 (signature - unsigned forms are invalid).

Step 2 exists for the situation that causes most under-withholding: more than one job in the household. Hold two
jobs, or file jointly with a working spouse, and each employer withholds as if its paycheck were the only one -
stacking two incomes into higher brackets nobody withheld for. The fix on the form is the Step 2(c) checkbox,
checked on both jobs' W-4s, with the IRS's online estimator as the precision option.

Step 3 converts dependents into withholding relief using 2026 credit values: $2,200 per qualifying child under 17
and $500 per other dependent, available when income runs at or below $200,000 ($400,000 filing jointly). Enter the
total on one W-4 only - the highest-paying job - or the household double-counts the credit and under-withholds.
Step 4 handles everything else: other income in 4(a), extra deductions in 4(b), and flat additional withholding per
check in 4(c).

TWO EARNERS, TWO KIDS, ONE CORRECT SETUP (2026, ILLUSTRATIVE)

A married couple filing jointly: Spouse A earns $82,000, Spouse B earns $48,000, two children under 17. Here is the W-4
configuration that withholds correctly.

Step 2(c) checkbox Checked on BOTH spouses' W-4s

Step 3 on Spouse A's W-4 (higher-paying job): 2 x $2,200 $4,400

Step 3 on Spouse B's W-4 $0 - left blank on purpose
Income limit check (joint income $130,000 vs. $400,000 cap) Qualifies for full child credits

Most common error avoided Claiming $4,400 on both forms = double-counted credits and an April bill

— Both boxes checked, dependents claimed once, on the bigger paycheck. That two-minute configuration is the
difference between a tuned year and a four-figure surprise.

/\ 'Claim zero allowances' is obsolete advice - the field no longer exists. To withhold more on the modern W-4: check the Step
2(c) box, leave Step 3 blank, or add a dollar amount on line 4(c).

A Refund Is a Zero-Percent Loan

By mid-April 2026 the IRS had issued 90.4 million refunds averaging $3,275. The culture treats that check as a
bonus; the math says otherwise. A $3,275 refund means roughly $126 of every biweekly paycheck was over-

withheld, handed to the Treasury, and returned up to a year later - with zero interest paid to you.

The cost is whatever that money's best job would have been. Parked against a credit card at a 22% APR, $3,275 of
average balance is worth roughly $720 a year in avoided interest; even idling in a 4% high-yield savings account it
would earn about $65 while staying available for emergencies. Those are illustrative figures - the principle is not: the
refund is your own paycheck arriving twelve months late.

The goal of this episode is not a $0.00 refund to the penny - it is a tuned system that lands within about $500 of
zero in either direction. Under-withholding has real teeth (a balance due, possibly with penalties); massive over-

withholding has a quiet cost. Tuned means both risks are engineered out.
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Three Checkpoints and the Ten-Day Rule

Withholding drifts. Raises, bonuses, a spouse's new job, a baby, a home purchase, a side contract - each one
changes the target while the W-4 keeps firing at the old one. The professional habit is three scheduled checkups:
January (review last year's W-2 and file a fresh W-4 if the refund or balance beat $500), July (the halfway audit), and

November (the last window wide enough to fix a shortfall with line 4(c) before December 31).

The July check takes five minutes: pull the most recent pay stub, double the year-to-date federal withholding, and
compare it to your projected full-year liability. Off by more than a couple hundred dollars, run the IRS Tax
Withholding Estimator - it reads your stub numbers and prints the exact entries for a corrected W-4. The November
check catches what summer missed: year-end bonuses, capital gains, and freelance income usually surface late,

and a temporary 4(c) amount over the final paychecks closes the gap.

Life events get their own rule from the house canon: file a new W-4 with your employer within 10 days of a major
change - marriage, divorce, a new child, a second job, a home purchase. Ten days converts news into new

plumbing before drift compounds.

THE JULY CHECKPOINT CATCHES A RAISE (2026, ILLUSTRATIVE)

Marcus gets a raise from $48,000 to $56,000 effective July 1, so his 2026 income becomes $52,000 - but his withholding pace

was set for $48,000. The July audit finds and fixes the gap.

New full-year income (half year at each salary) $52,000
Revised 2026 liability (after $16,100 standard deduction) approx. $4,060
Withholding pace still aimed at approx. $3,580
Projected April shortfall approx. $480

Fix: line 4(c) on a new W-4, spread over 13 remaining checks approx. $37 per check

— Caught in July, a raise costs $37 a check to true up. Caught next April, it is a lump-sum bill - same tax, worse
experience.

v~ The IRS Tax Withholding Estimator asks for your most recent pay stub - have gross pay, year-to-date withholding, and pay
frequency in front of you and the run takes under ten minutes.

Your W-4 Meets Your Side Hustle

Step 4 is where the W-4 becomes a portfolio tool. Line 4(a) declares non-wage income like interest and dividends so
the tables withhold for it; line 4(b) adjusts for itemized deductions beyond the standard; and line 4(c) - the workhorse
- adds a flat extra amount to every check. For employees with 1099 income on the side, 4(c) can replace the entire

quarterly estimated-tax calendar from Episode 1.

The quiet advantage is timing law: the IRS credits withholding as if it were paid evenly through the year, no matter
when it came out, while estimated payments count only on the date sent. A 4(c) increase in the fall can legally repair
an underpayment that started in the spring - a rescue no late quarterly check can perform. That makes the day job's
payroll a precision instrument for the household's whole tax picture.

Choose the channel deliberately. Side income small enough to cover from a comfortable paycheck: 4(c) is simpler -
one form, zero deadlines. Side income rivaling the salary, or wildly variable: the four-payment calendar with its 25-

30% set-aside account scales better. Many portfolio earners - the clinician with 1099 shifts, the employee landlord -
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THE NUMBERS, VISUALIZED

Where Marcus's $1,846 Biweekly Paycheck Goes (2026, Single, $48,000 Salary)

@ Take-home pay — 85%

@ Federal income tax withholding — 7%
@ Social Security (6.2%) — 6%

B Medicare (1.45%) — 1%

lllustrative 2026 paycheck for a single filer using the standard deduction ($16,100) and 2026 brackets; state tax and benefits excluded,
figures rounded. Only the $138 income-tax slice is steered by the W-4 - the FICA slices are fixed percentages.

Source: IRS releases tax inflation adjustments for tax year 2026 (Rev. Proc. 2025-32) - standard deduction and rate schedule underlying the withholding
math - Internal Revenue Service (2025) - https://www.irs.gov/newsroom/irs-releases-tax-inflation-adjustments-for-tax-year-2026-including-amendments-
from-the-one-big-beautiful-bill

The Average Refund Keeps Growing - and It Was Never a Bonus
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Average federal refund at the comparable mid-April reporting week of each filing season. 2025 and 2026 figures from the IRS statistics
for the week ending April 17, 2026; 2023 and 2024 figures from the week ending April 19, 2024 release. Every dollar shown is prior-
year over-withholding returned to taxpayers at 0% interest.

Source: Filing season statistics for the week ending April 17, 2026 (with April 19, 2024 release for earlier seasons) - Internal Revenue Service (2026) -
https://www.irs.gov/newsroom/filing-season-statistics-for-week-ending-april-17-2026

FlexLifeFl - flexlifefi.com We didn't wait for retirement to start living.




The Refund Illusion

7

Thirty-two-hundred-dollar refund!
Free money!

An office break room with a humming vending machine;
Marcus, a man in a button-down shirt, waves his phone
triumphantly over his head while Maria, a woman in a
designer's apron, looks up from stirring her coffee with one
skeptical eyebrow raised.

That was always your money,
Marcus.

1. April: Marcus celebrates what he thinks is a windfall.

You loaned it interest-free, one
paycheck at a time.

A cozy coffee shop booth where Maria sketches on a napkin
with a pen while Marcus leans over the table, his earlier grin
collapsing into a thoughtful frown.

(Nobody ever explained it that way.)

2. The napkin math: about $126 of every paycheck, loaned out all year. |

Five steps, no allowances. The
estimator does the math.

A quiet home desk at night, lamp glowing, where Marcus
types carefully at a laptop with a printed form beside him,
sleeves rolled up and expression focused.

Bigger checks all year. The
difference gets invested now.

The same office break room months later; Marcus holds up
his phone showing a banking app to Maria, both smiling,
coffee mugs raised in a mock toast.

(Tuned, not Ioaned.)

3. Twenty minutes with the estimator produces a tuned W-4. 4. The raise he gave himself shows up every two weeks now. |
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The 20-Minute Paycheck Checkup

Time: 20 minutes - You need: Your most recent pay stub (gross pay and year-to-date federal withholding) - Last year's Form 1040 - The
free IRS Tax Withholding Estimator (irs.gov/individuals/tax-withholding-estimator) - A blank Form W-4 from irs.gov

1. Pull your latest pay stub and write down year-to-date federal income tax withheld - not the FICA lines.

2. Project the year: at mid-year, double the year-to-date withholding; otherwise scale it to 12 months. This is what your
current W-4 will deliver.

3. Run the IRS Tax Withholding Estimator with the stub in hand, entering every job in the household plus expected side
income.

4. Compare projected withholding to the estimator's liability figure. Landing within $500 either way: you are tuned - stop
here.

5. Off by more than $500: fill out a fresh W-4 using the estimator's printed entries - Step 2(c) box for multiple jobs, Step 3
dollars on the highest-paying job only, line 4(c) for extra - sign it, and hand it to payroll.

6. Calendar the three permanent checkpoints: January, July, and November.

Check yourself

Was my last refund - or my last balance due - bigger than $500?
Either direction past $500 means the W-4 is mistuned: a big refund is a 0% loan to the Treasury, and a big balance risks
penalties. Inside the band, leave it alone.

Does my W-4 reflect my life as it is today - jobs, marriage, kids, side income?
Withholding drifts silently after every life event. The house rule is a new W-4 within 10 days of any major change, before drift
compounds into an April surprise.

If two of us earn, did we both check the Step 2(c) box - and claim the kids on only one form?
Each payroll system sees only its own paycheck. Unchecked boxes stack two incomes into brackets nobody withheld for,
and double-claimed dependents under-withhold twice.

Are my January, July, and November checkups actually on the calendar?
July is the last easy fix (small per-check amounts over many checks) and November is the last possible one. Scheduled
checkups turn tax season into a non-event.
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Withholding
Federal income tax your employer removes from each paycheck
and forwards to the Treasury on your behalf, all year long.

Form W-4
Employee's Withholding Certificate - the five-step instruction
sheet that tells payroll how much income tax to withhold.

Form W-2

The January statement from your employer summarizing the prior
year's wages and total tax withheld; the scoreboard your 1040
reconciles against.

Allowances
The pre-2020 W-4 counting units (‘claiming 0 or 1'). Abolished -
the modern form uses dollar amounts and checkboxes instead.

Filing status

Single, married filing jointly, head of household, and related
categories - selected in Step 1, it sets your brackets and standard
deduction.

Child tax credit

Up to $2,200 per qualifying child under 17 for 2026 (P.L. 119-21);
the amount Step 3 multiplies to reduce withholding, within the
$200,000/$400,000 income limits.

FICA
Social Security (6.2% up to the $184,500 wage base in 2026) plus

Medicare (1.45%, uncapped) - fixed payroll percentages the W-4

cannot change.

Additional Medicare Tax
An extra 0.9% on wages above $200,000 (single) or $250,000

(joint); employers must begin withholding it once your wages pass
$200,000.

Publication 15-T
The IRS's Federal Income Tax Withholding Methods - the tables

payroll software combines with your W-4 entries to compute each
check's withholding.

Tax Withholding Estimator
The free IRS online tool that reads your pay stub inputs across all

household jobs and prints the exact entries for a corrected W-4.

Line 4(c)
The W-4 field for flat extra withholding per paycheck - the lever for

covering bonuses, gaps, and side-hustle tax through payroll.

Refund / balance due
The year-end reconciliation result: withholding above actual liability

comes back as a refund; withholding below it becomes a bill.

e« TAX_ADULT_EP14_WITHHOLD_IT_book.md - house canon. Mapping: adult book EP14 'Withhold It' (second title in
_ADULT_PDF_BOOKS_MANIFEST.md order) maps to video TAX_EP02_ADULT_BUSINESS_EXPANDED_v3; the vault's
PROGRAM_OUTLINE_MASTER_2026-07-19.md confirms the adult-tier TAX book scripts are the closest authored source for the 7-video series.

— FlexLifeFi / CashQuest Backup Vault (2026).

file:///Users/jonathanwildy/Desktop/CashQuest_Backup_Vault/_FINAL/adult_tier TAX_EP13_24_2026-05-

11/pdf_books/TAX_ADULT_EP14_WITHHOLD_IT_book.md

o TAX_EP14_script.md (WITHHOLD IT source script - W-4 tuning framing; 'stop the interest-free loan' teaching beat) — FlexLifeFi / CashQuest
Backup Vault (2026). file:///Users/jonathanwildy/Desktop/CashQuest_Backup_Vault/_FINAL/adult_tier_TAX_EP13_24_2026-05-

11/scripts/EP14_WITHHOLD_IT/TAX_EP14_script.md

« About Form W-4, Employee's Withholding Certificate - five-step structure; Step 2 multiple-jobs checkbox; Step 3 and Step 4 mechanics —
Internal Revenue Service (2026). https://www.irs.gov/forms-pubs/about-form-w-4

« Child Tax Credit - up to $2,200 per qualifying child under 17, as enacted by the One, Big, Beautiful Bill (P.L. 119-21); $500 credit for other
dependents; $200,000/$400,000 income limits — Internal Revenue Service (2026). https://www.irs.gov/credits-deductions/individuals/child-tax-

credit

o Publication 15-T, Federal Income Tax Withholding Methods - withholding tables used by employer payroll — Internal Revenue Service (2026).

https://www.irs.gov/forms-pubs/about-publication-15-t

« Publication 505, Tax Withholding and Estimated Tax - even-payment treatment of withheld tax; reconciliation rules — Internal Revenue Service

(2026). https://www.irs.gov/publications/p505

« Topic no. 751, Social Security and Medicare withholding rates - 6.2% and 1.45% employee rates; 0.9% Additional Medicare Tax withholding
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