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	Issue Management Resolution System – Turning Issues into Answers
The Issue Management Resolution System (IMRS) was designed to capture, develop and respond to stakeholder issues. IMRS also identifies nationwide trends in the reporting, filing and paying requirements that may indicate a need to change IRS processes or procedures.

This report provides synopses of some of the issues raised by or of interest to our industry stakeholders. Stakeholders should forward significant issues regarding IRS policies, practices and issues to their Stakeholder Liaison (SL) Local Contacts.


IMRS Issue 11-0001410 – Form W-4 confirmed as correct
Issue: The new Form W-4 for 2011 has a much lower dollar indicator for married vs. single status than we've shown in the past several years. People are questioning whether the form is correct.

Response: All income limitation, deduction limitation and withholding table amounts on the 2011 Forms W-4 and W-4P have been confirmed with the U.S. Department of the Treasury as correct. Withholding calculations take into account many factors, so they may sometimes appear to be inappropriate. Specifically, the income limitation amounts $40,000 ($10,000 if married) included in the second bulleted item under Line H of Form W-4 (Line G for W-4P) have been verified as correct.

IMRS Issue 11-0001411 – Workers’ take-home pay affected by changes in 2011 payroll taxes
Issue: Employees expected to see their take-home pay increase due to the 2% reduction in Social Security withholding, but checks are remaining about the same or even decreasing.

Response: Income tax withholding is increasing for many workers in 2011 due to the expiration of the Making Work Pay Credit. This income tax withholding increase, however, is partially or fully offset by a two-percentage point reduction in the social security employee tax rate in 2011, from 6.2 percent to 4.2 percent of wages paid, provided by the Tax Relief, Unemployment Insurance Reauthorization and Job Creation Act of 2010. The offset is partial for workers with modest incomes. Publication 15, (Circular E), Employer’s Tax Guide, contains the wage bracket tables. For any Social Security tax over withheld during January, employers should make an offsetting adjustment in workers’ pay as soon as possible but not later than March 31, 2011. The reduced Social Security withholding will have no effect on the employee’s future Social Security benefits.

IMRS Issue 11-0001409 – Late receipt of 940 and 941
Issue: Taxpayers are complaining they still have not received Forms 940 and 941 for the end of 2010.

Response: Forms 940 and 941 were shipped late due to late law changes. Submission processing was notified of late deliveries. Starting in 2011, business taxpayers will no longer receive certain tax packages in the mail from the IRS. Most importantly, Form 941, Employer’s Quarterly Federal Tax Return and Form 940, Employer's Annual Federal Unemployment (FUTA) Tax Return, will no longer be mailed. Search “Business Package Mailings” on IRS.gov for the complete list of forms, publications and packages that will no longer be mailed.

IMRS Local Issue 1164 – EFTPS automatic default causes 940 or 941 payments to be posted to wrong quarter
Issue: The EFTPS default changed as of January 1, 2011, to the first quarter 2011 for 941 payments and December 2011 for 940 payments. With the new EFTPS requirements, the vast majority of new users are making payments in January 2011 for the fourth quarter 2010. One must be vigilant to change the new defaults or the payments are applied to the wrong quarter/year.

Response: The IRS is aware of this problem and is going to modify the system to remove the default quarter feature. We hope to have the change in place soon. In the meantime, users should be cautious when scheduling payments and change the quarter to the accurate one, if needed, to ensure their payments are applied to the correct tax period since the default changes at the beginning of each quarter.

IMRS Local Issue 1159 – Are Form 941X instructions for HIRE credit calculation incorrect?
Issue:  Form 941X appears to be calculating the HIRE payroll tax exemption incorrectly. The amount on line 11C is supposed to be subtracted from line 16, not added.

Response: Form 941X is not calculating the HIRE payroll tax exemption incorrectly. The Instructions for Form 941-X provide guidance to correctly enter the amount for column D, line 11c, as either a positive or negative amount, to ensure it is properly treated as an additional tax reduction or additional tax liability. Line 11c is "combined" with lines 7-15 to generate a result on line 16. Lines 16-18d are "combined" to get the total correction on line 19. Because the amounts to be combined may include a negative amount, we explicitly and intentionally avoid using the word "add."

Also, please note that in the Instructions for line 11c, we incorrectly refer to line 6d of Form 941. Please refer to line 6c instead. The reference will be corrected in the next revision (March/April 2011) of the instructions.




