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John’s fresh take: 
Taking a proactive approach to SUI compliance in 2026

Payroll tax professionals are very familiar with the concept of state unemployment insurance (SUI) tax. 
For those who aren’t as familiar, SUI tax is a tax that an employer (and, in some states, employees) pays 
to support the state’s payment of unemployment benefits. Each state determines its own wage base (the 
maximum annual wages subject to the tax) and tax rates. The wage base and/or rates may change annually.

Generally, employee wages should be subject to SUI tax in the state where they perform most of their 
services, with certain exceptions. An employee’s wages should be sourced to one state unless the 
employee has a long-term or permanent change in work location.

Most states assign a tax rate based on the employer’s history of contributions to the state fund and 
payment of unemployment benefits to former eligible employees. This ratio and other factors determine the 
employer’s tax rate for the year.

As we near the end of the first quarter of 2026, states have finalized 2026 wage bases and issued tax rate 
notices to employers. Here are some practical tips and reminders to help you stay on top of your SUI tax 
responsibilities:

1. Check for new wage bases and rates

Make sure you know the 2026 wage base and your assigned tax rate for each state where you have 
employees. If your payroll system isn’t updated, you could end up overpaying or underpaying. 

2. Confirm your unemployment account status

If you’re hiring in new states or have remote workers, double-check that you’re registered for a SUI tax 
account in those places. 
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3. Confirm set-up for other contributions

New states are implementing programs for paid family medical leave (PFML) or worker’s compensation that 
require contributions from employers and/or employees. These taxes may be paid and reported separately 
from SUI, and employers could be assessed contributions, penalties, and interest if the taxes are not 
withheld (in the case of an employee contribution), reported, and deposited.

4. Update your payroll software

Don’t forget to enter in the new rates and wage bases into your payroll system. Check reports from your 
third party payroll provider to confirm updates have been made.

5. Track employee work locations

With remote work on the rise, employees might be working from states you haven’t dealt with before. 
Review where everyone is working and confirm you’re set up to handle SUI tax for those states.

6. Review your experience factors

Your SUI tax rate can change based on your company’s history with unemployment claims. States send 
out notices with your new rate—take a look, and if something seems off, you may be able to appeal. Some 
states allow an employee to make voluntary contributions to reduce their tax rate. Be aware of the strict 
deadlines for appeals and voluntary contributions.

7. Prepare for quarterly reporting

Quarterly filings are coming up fast. Gather your wage data and mark your calendar for each state’s 
deadlines.

8. Watch for legislative changes

States sometimes tweak their unemployment laws, so keep an eye out for updates. Signing up for state 
agency newsletters or alerts can help you stay informed.

State unemployment tax is an important part of payroll compliance. By checking rates, updating systems, 
and keeping tabs on where your employees are working, you’ll set yourself up for a smooth year. Staying 
proactive means fewer headaches and more accurate payroll all around.

Federal updates

National Taxpayer Advocate annual report to Congress

On January 28, 2026, the National Taxpayer Advocate (NTA) issued their findings of the primary 
challenges and issues with the Internal Revenue Service (IRS) in 2025 and anticipated challenges for 
the 2026 filing season. 

Unsurprisingly, many of the challenges and areas of improvement noted in the report relate to the 
One Big Beautiful Bill Act (OBBBA). The complexities of facilitating the provisions of the OBBBA, 
which was enacted in the middle of the year (July 4, 2025), highlighted deficiencies in personnel and 
technology.

In a 2025 report, the NTA reported net IRS staffing reductions of 25% between January 2025 and 
June 2025. The current report shows that IRS workforce experienced an additional reduction of 2% 
through December 18, 2025, for a net workforce reduction of 27% in 2025. The reduction eliminated 
the office of transformation and strategy and the department of online services, and the direct file 
division was cut from 26 to 3 employees. These cuts hinder the IRS’s ability to implement the NTA 
recommendations for improving electronic filing accessibility and accuracy.
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Other items of concern addressed in the report include refund delays, taxpayer concern around the 
independence of the Independent Office of Appeals, and hardships related to withholding and credits 
from payments to non-U.S. taxpayers.

The report highlights 10 recommendations that were included in the 2026 Purple Book, including 
accountability for third party tax return preparers, requiring timely processing of claims for credits or 
refunds, and including reliance on a third party to e-file tax returns as reasonable cause for failure to 
file a timely return.

Status of ERC claim processing

IRS officials notified the U.S. Government Accountability Office (GAO) that, as of the end of 2025, the 
IRS has closed all ERC claims, other than about 41,000 that are either under audit or appeal. However, 
GAO noted that the IRS did not publicly communicate this or define what it considers to be a “closed” 
claim. As of June 2025, approximately 5 million ERC claims were processed with about $283 billion in 
claims paid, which is more than triple the original CBO cost estimates. 

In response to a request from Congress, the GAO prepared a report presenting lessons that can be 
learned from the ERC’s design and administration for future emergency relief programs. The report 
examines actions the IRS can take in the future, such as electronic return filing, better communication 
with taxpayers, and a comprehensive plan to manage fraud. Calculating, claiming, and receiving an 
ERC was a painful process for many employers that the government is working towards not repeating. 

New FAQ for Qualified Overtime compensation

Fact Sheet 2026-01, released January 23, 2026, simplifies the detailed guidance to employees in 
Notice 2025-69 regarding the application of the deduction for qualified overtime compensation under 
OBBBA. The highlights include determining if the individual is covered by the Federal Labor Standards 
Act (FLSA), noting that an employee must have a Social Security Number to claim the deduction, 
and how the employee should calculate their qualified overtime compensation if it is not provided by 
their employer.

Final Form W-2 instructions released

The Internal Revenue Service released the final 2026 Form W-2, Wage and Tax Statement, instructions 
with a few notable changes from 2025. Most changes resulted from enacting the provisions of OBBBA, 
including instructions for: cash tips reporting to support the employee’s qualified tips deduction, qualified 
overtime compensation reporting to support the employee’s overtime compensation deduction, and 
employer contributions to a section 128 Trump account of an employee or employee’s dependent. The 
2026 Form W-2 bifurcates Box 14 into 14a for general items and 14b for Treasury Tipped Occupation 
Codes. The three new box 12 codes (TP for qualified tips, TT for qualified overtime compensation, and TA 
for employer contributions to a Trump account) are included in the instructions.

OBBBA also raised the wage reporting threshold to $2,000 when no federal taxes are withheld from $600.

As prescribed in Revenue Ruling 2025-4, I.R.B. 758, and Notice 2026-6, employee and (voluntary) 
employer contributions to state programs providing wage replacement for workers that must take 
time off for various personal and family health reasons should be included as wages on Form W-2.

The form instructions report that the filing due date for calendar year 2026 Forms W-2 will be 
February 1, 2027, because the statutory deadline of the last day of the month following the end of the 
calendar year (January 31), falls on a weekend.
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Draft Form 941-X instructions issued

The draft instructions for Form 941-X, Adjusted Employer’s Quarterly Federal Tax Return or Claim for 
Refund, indicate that the final version of Form 941-X will be released in April 2026. Updates from the 
2025 Form 941-X instructions include:

• Guidance for correcting federal income tax withheld – The instructions remind employers that
income tax withholding may only be corrected in the same calendar year unless there was an
administrative error. This reminder is included in the context of an influx of employees providing
updated Forms W-4, Employee’s Withholding Certificate, because of the OBBBA deductions for
qualified tips and overtime compensation. An employer should apply Form W-4 when it is provided
by the employee, which may result in a change in calculating income tax withholding.

• Aggregate return filer disclosure – Form 941-X will include a section called Aggregate Return Filers
Only, which requires an aggregate filer to identify their classification. Classifications include pay
agents (Section 3504 agent) and certified professional employer organizations.

• Limitation on employee retention credit corrections – the instructions remind employers that
OBBBA disallows claims for the third and fourth quarters of 2021 if filed after January 31, 2024.
OBBBA also extended the period of assessment for these periods to six years after the credit
was claimed.

Final Form W-2c issued

The IRS finalized Form W-2c, Corrected Wage and Tax Statement. There are no notable changes to 
the draft form, but the form instructions provide details regarding completing the form to account for 
OBBBA reporting requirements.

H-1B Visa application period

Employers looking to obtain an H-1B nonimmigrant visa for FY 2027 may apply for the visa between 
noon on March 4 and noon on March 19, 2026, via the H-1B Electronic Registration Process page. 
The cap on H-1B visas is 65,000 and 20,000 for the advanced degree exceptions. Unlike prior 
years, employees in higher-skilled and higher-paid jobs will be prioritized. Also, pursuant to the 
September 19, 2025, proclamation, certain applications will require a $100,000 payment to obtain 
the visa.

Arizona

On February 12, 2026, Arizona Governor Katie Hobbs vetoed the second bill from Arizona lawmakers 
trying to determine which provisions of the current federal law that should be adopted. The Governor 
provided her requests for provisions to adopt and reject in 2025 and directed the Arizona Department 
of Revenue to prepare 2025 income tax forms that reflect these positions. As of the beginning of 
the 2026 filing season, Arizona has not adopted any provisions of OBBBA and, as of February 15, 
2026, no legislation has been signed into law that supports these forms. Certain lawmakers say that 
a significant number of Arizona filers will need to amend their 2025 income tax returns for updates 
to Arizona law if legislation supporting these returns cannot be agreed upon.

Arizona is not alone in the state rush to adopt or reject OBBBA. Notably, the DC Income and 
Franchise tax Conformity and Revision Temporary Amendment Act of 2025 is in limbo, as detailed in 
the article below.

State and local updates
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While some provisions of OBBBA generally do not affect employers in 2025 because penalties are 
waived for not reporting qualified overtime compensation and tips, other provisions, such as Trump 
accounts and permanence of certain parts of the Tax Cuts and Jobs Act of 2017 may affect employers.

Colorado

Colorado adopted several rules that apply to the Colorado Revised Statues related to income tax 
withholding, effective March 2, 2026. To note:

• Rule 39-22-604-1 codifies and clarifies numerous employer obligations, such as how to register
and deregister for a withholding tax account, required periodic filings, and electronic filing
mandates.

• Rule 39-22-604-3 provides similar guidance for voluntary withholding on certain non-wage
payments. 

• Rule 39-22-604-4 requires employers to issue Form DR 0995, Notice of Federal and State
Refundable Tax Credits, to any employees who are issued an annual wage and tax statement.

Delaware

Effective January 28, 2026, under Delaware SB 63, general construction contractors are jointly and 
severally liable for any worker misclassification penalties committed by subcontractors. The law 
amends the state’s Workplace Fraud Act, which prohibits misclassifying employees as independent 
contractors. 

District of Columbia

On February 18, 2026, President Trump signed into law House Resolution 142.The bill nullifies the 
DC Income and Franchise tax Conformity and Revision Temporary Amendment Act of 2025, which 
includes provisions to decouple from the OBBBA with respect to the credits for qualified overtime 
compensation and tips when calculating income taxes owed to the city.

In a letter to Congress, D.C. Chief Financial Officer Lee warns that this repeal may cause delays with 
the personal income tax filing season that began January 2026, forcing DC to extend deadlines into 
the fall and disrupt cash flow. 

Indiana

Indiana Governor Mike Braun signed Senate Bill No. 212 on January 29, 2026. The bill, introduced on 
January 6, 2026, adopts the Internal Revenue Code as of July 4, 2025. Therefore, the provisions of 
OBBBA are adopted.

Massachusetts

For taxable years beginning in 2026, Massachusetts monthly exclusion amounts for employer-provided 
parking, combined transit pass, and commuter highway vehicle benefits are limited to $335. This is 
less than the federal $340 exclusion from wages. While the federal exclusion for qualified bicycle 
commuting reimbursements was repealed with the OBBBA, Massachusetts law reinstates the $20 
exclusion beginning 2026.

Oregon

The District Court of Oregon issued preliminary approval of the settlement in the class action 
lawsuit, Lemons v. Walgreen Pharmacy Services Midwest, LLC.
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The lawsuit alleges that Walgreens did not remit 
final pay amounts to fired employees in line with 
Oregon law. Walgreens’ pharmacy services units 
in the Midwestern, Eastern, and Western regions 
of the U.S. agreed to pay $2.5 million to settle 
the case, said Judge Michael W. Mosman of the 
US District Court for the District of Oregon in a 
Monday order. Judge Mosman agreed in July of 
2024 to certify a group of fired workers who allege 
they didn’t receive their last paycheck until at least 
six days after their final work day, despite the 
Oregon law that mandates that they receive that 
check “not later than the end of the first business 
day after the discharge or termination”

Many states have similar laws that require an 
employee to be paid within a specified number of 
days following the last day worked. This serves as 
a reminder for employers to comply with state and 
federal payroll laws surrounding final payout and 
dismissed employees.
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Note: The draft you are looking for begins on the next page. 


Caution: DRAFT—NOT FOR FILING 
This is an early release draft of an IRS tax form, instructions, or publication, 


which the IRS is providing for your information. Do not file draft forms. We 
incorporate all significant changes to forms posted with this coversheet. 
However, unexpected issues occasionally arise, or legislation is passed—in this 
case, we will post a new draft of the form to alert users that changes were made 
to the previously posted draft. Thus, there are never any changes to the last 
posted draft of a form and the final revision of the form. Forms and instructions 
are subject to OMB approval before they can be officially released, so we post 
drafts of them until they are approved. Drafts of instructions and pubs usually 
have some additional changes before their final release. Early release drafts are 
at IRS.gov/DraftForms and remain there after the final release is posted at 
IRS.gov/LatestForms. Also see IRS.gov/Forms.  


Most forms and publications have a page on IRS.gov: IRS.gov/Form1040 for 
Form 1040; IRS.gov/Pub501 for Pub. 501; IRS.gov/W4 for Form W-4; and 
IRS.gov/ScheduleA for Schedule A (Form 1040), for example, and similarly for 
other forms, pubs, and schedules for Form 1040. When typing in a link, type it 
into the address bar of your browser, not a Search box on IRS.gov. 


 If you wish, you can submit comments to the IRS about draft or final forms, 
instructions, or pubs at IRS.gov/FormsComments. Include “NTF” followed by the 
form or pub number (for example, “NTF1040”, “NTFW4”, “NTF501”, etc.) in the 
body of the message to route your message properly. We cannot respond to all 
comments due to the high volume we receive and may not be able to consider 
many suggestions until the subsequent revision of the product, but we will 
review each “NTF” message. If you have comments on reducing paperwork and 
respondent (filer) burden, with respect to draft or final forms, please respond to 
the relevant information collection through the Federal Register process; for 
more info, click here.  



https://www.irs.gov/draft-tax-forms?items_per_page=200&find=&order=posted_date&sort=desc

https://www.irs.gov/forms-instructions-and-publications?items_per_page=200

https://www.irs.gov/forms

https://www.irs.gov/form1040

https://www.irs.gov/pub501

https://www.irs.gov/w4

https://www.irs.gov/schedulea

https://www.irs.gov/forms-pubs/comment-on-tax-forms-and-publications

https://www.federalregister.gov/reader-aids/using-federalregister-gov/the-public-commenting-process
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Instructions for Form 941-X
(Rev. April 2026)
Adjusted Employer’s QUARTERLY Federal Tax Return or Claim for Refund


Section references are to the Internal Revenue Code 
unless otherwise noted.


Future Developments
For the latest information about developments related to 
Form 941-X and its instructions, such as legislation 
enacted after they were published, go to IRS.gov/
Form941X.
Tip: You may use these instructions and the April 2026 
revision of Form 941-X for all years for which the period of 
limitations on corrections hasn’t expired. Before you 
proceed with these instructions and completing Form 
941-X, you’ll need a copy of the Instructions for Form 941 
for the quarter that you’re correcting because these 
instructions don’t repeat all of the information included in 
the Instructions for Form 941. For example, these 
instructions don’t discuss who is eligible to claim the credit 
for qualified sick and family leave wages or the COBRA 
premium assistance credit. Prior revisions of the 
Instructions for Form 941 are available at IRS.gov/
Form941 (select the link for “All Form 941 revisions” under 
“Other items you may find useful”).


What’s New
Federal income tax withholding on qualified tips and 
qualified overtime compensation. For tax years 
beginning after 2024 and ending before 2029, P.L. 119-21, 
commonly known as the One Big Beautiful Bill Act, allows 
employees and self-employed individuals to deduct up to 
$25,000 of qualified tips received in occupations that 
customarily and regularly received tips on or before 
December 31, 2024, on their income tax returns. P.L. 
119-21 also allows individuals (employees and other 
workers not treated as employees) to deduct up to 
$12,500 ($25,000 if married filing jointly) of qualified 
overtime compensation on their income tax returns. 
Employers must use an employee’s updated Form W-4, 
Employee’s Withholding Certificate, if one is submitted by 
the employee, and the federal income tax withholding 
procedures in Pub. 15-T, Federal Income Tax Withholding 
Methods, to allow the employee to account for their 
expected deductions and receive more money in each 
paycheck instead of waiting until filing their income tax 
return to receive the full benefit of these deductions. 
Generally, you may correct federal income tax withholding 
errors only if you discovered the errors in the same 
calendar year you paid the wages. In addition, for an 
overcollection, you may correct federal income tax 
withholding only if you also repaid or reimbursed the 
employees in the same year. If you didn’t account for 
these deductions accurately when withholding federal 
income tax from your employees, you can’t file a Form 
941-X to correct federal income tax withholding for prior 
years for nonadministrative errors. In other words, you 


can’t correct federal income tax actually withheld from an 
employee in a prior year if you discover that you didn’t 
withhold the right amount. For example, you can’t correct 
federal income tax withheld in a prior year because you 
used the wrong income tax withholding table, or you didn’t 
treat a payment correctly as taxable or nontaxable. Tips 
are still generally subject to both the employer share and 
employee share of social security tax and Medicare tax if 
the tips received are $20 or more per month. Overtime 
compensation is still generally subject to both the 
employer share and employee share of social security tax 
and Medicare tax. For more information about qualified 
tips, qualified overtime compensation, and the federal 
income tax withholding procedures, see Pub. 15, 
Employer’s Tax Guide, and Pub. 15-T.
Aggregate return filers must identify themselves. 
Aggregate return filers must use the new Aggregate 
Return Filers Only section on Form 941-X to identify 
whether they’re filing a corrected aggregate return as a 
section 3504 agent, certified professional employer 
organization (CPEO), or other third party. For more 
information about these types of aggregate return filers, 
see Certification program for professional employer 
organizations (PEOs) and You may need to attach 
Schedule R (Form 941) to your Form 941-X, later. For 
more information about completing this new section on 
Form 941-X, see Aggregate Return Filers Only, later.
Limitation on COVID-19 related employee retention 
credit corrections and extension of assessment peri-
od. P.L. 119-21 prevents the allowance of the employee 
retention credit or refund for the third and fourth quarters 
of 2021, unless the claim was filed on or before January 
31, 2024. P.L. 119-21 also extends the period of 
assessment for the third and fourth quarters of 2021 to 6 
years after the credit was claimed or from when the 
original return was filed, whichever is later. Therefore, 
records related to qualified wages for the COVID-19 
related employee retention credit paid after June 30, 
2021, and before January 1, 2022, should be kept for at 
least 7 years.
Reminders
Caution: If a line on Form 941-X doesn’t apply to you, 
leave it blank. If you’re correcting a quarter that began 
before April 1, 2021, you must leave blank lines 18b, 18c, 
18d, 26b, 26c, 35, 36, 37, 38, 39, and 40.
References applicable to other forms. Unless 
otherwise noted, references throughout these instructions 
to Form W-2 include Forms W-2AS, W-2CM, W-2GU, 
W-2VI, and 499R-2/W-2PR; references to Form W-2c 
include Form 499R-2c/W-2cPR; references to Form W-3 
include Form W-3SS and Form W-3 (PR); and references 
to Form W-3c include Form W-3C (PR).


Instructions for Form 941-X (Rev. 4-2026)  Catalog Number 20331U
Nov 12, 2025 Department of the Treasury  Internal Revenue Service  www.irs.gov
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Forms in Spanish. Many forms and instructions 
discussed in these instructions have Spanish-language 
versions available for employers and employees. Some 
examples include Form 941 (sp), Form 944 (sp), Form 
SS-4 (sp), Form W-4 (sp), and Form W-9 (sp). Although 
these instructions don’t reference Spanish-language 
forms and instructions in each instance that one is 
available, you can see Pub. 15 (sp) or go to IRS.gov/
SpanishForms to determine if a Spanish-language version 
is available.
Form 941-X is filed to correct Form 941 or Form 
941-SS. Unless otherwise noted, references to Form 941 
on Form 941-X and in these instructions also apply to a 
Form 941-SS filed for quarters beginning before January 
1, 2024.
Electronic filing of Form 941-X. You can file Form 
941-X electronically using Modernized e-File (MeF). For 
more information on electronic filing, go to IRS.gov/
EmploymentEfile.
Period of limitations to make certain corrections ex-
pired; Form 941-X, lines 18a, 26a, 30, 31a, 31b, and 
32 are reserved for future use. Lines 18a, 26a, 30, 31a, 
31b, and 32 are reserved for future use because the 
period of limitations for correcting these lines has 
generally expired for most employers. Generally, you may 
correct overreported taxes on a previously filed Form 941 
if you file Form 941-X within 3 years of the date Form 941 
was filed or 2 years from the date you paid the tax 
reported on Form 941, whichever is later. You may correct 
underreported taxes on a previously filed Form 941 if you 
file Form 941-X within 3 years of the date the Form 941 
was filed. We call each of these time frames a period of 
limitations. For purposes of the period of limitations, 
Forms 941 for a calendar year are considered filed on 
April 15 of the succeeding year if filed before that date. For 
an example of the period of limitations, see Is There a 
Deadline for Filing Form 941-X, later. Before using any line 
on Form 941-X, you must consider if the period of 
limitations, as described above, is still open for the quarter 
that you’re correcting.


Lines 18a, 26a, 30, and 31a were used only when 
correcting qualified wages paid for the employee retention 
credit and qualified health plan expenses allocable to 
those wages on a Form 941 filed for the second, third, and 
fourth quarters of 2020 and all four quarters of 2021. The 
period of limitations for making corrections to qualified 
wages paid in the second, third, and fourth quarters of 
2020 for the employee retention credit and qualified health 
plan expenses allocable to those wages generally expired 
for most employers on April 15, 2024. The period of 
limitations for making corrections to qualified wages paid 
in any quarter of 2021 for the employee retention credit 
and qualified health plan expenses allocable to those 
wages generally expired for most employers on April 15, 
2025. Line 31b was used only when correcting the third 
and fourth quarters of 2021 if your business was a 
recovery startup business. These instructions no longer 
discuss these lines. If you think that the period of 
limitations is still open for correcting your second, third, or 
fourth quarter 2020 Form 941, or for the first or second 
quarter of 2021 Form 941, you can still file the April 2024 


revision of Form 941-X to use lines 18a, 26a, 30, 31a, and 
31b. If you’re correcting the second quarter of 2020 
because you think the period of limitations is still open and 
you also need to correct qualified wages paid March 13 
through March 31, 2020, see Period of limitations to make 
certain corrections expired; Form 941-X, lines 24, 33a, 
33b, and 34 are reserved for future use, later.


Line 32 was used only when correcting qualified wages 
paid in the second, third, or fourth quarter of 2020, or the 
first quarter of 2021, for the work opportunity tax credit for 
qualified tax-exempt organizations that hire eligible 
unemployed veterans (Form 5884-C). The period of 
limitations for making corrections to line 32 for the second, 
third, or fourth quarter of 2020 generally expired for most 
employers on April 15, 2024. The period of limitations for 
making corrections to line 32 for the first quarter of 2021 
generally expired for most employers on April 15, 2025. 
These instructions no longer discuss this line. If you think 
that the period of limitations is still open for correcting your 
second, third, or fourth quarter 2020 Form 941, or the first 
quarter of 2021 Form 941, you can still file the April 2024 
revision of Form 941-X to use line 32.
Period of limitations to make certain corrections ex-
pired; Form 941-X, lines 24, 33a, 33b, and 34 are re-
served for future use. Lines 24, 33a, 33b, and 34 are 
reserved for future use because the period of limitations 
for correcting these lines has generally expired for most 
employers. Generally, you may correct overreported taxes 
on a previously filed Form 941 if you file Form 941-X within 
3 years of the date Form 941 was filed or 2 years from the 
date you paid the tax reported on Form 941, whichever is 
later. You may correct underreported taxes on a previously 
filed Form 941 if you file Form 941-X within 3 years of the 
date the Form 941 was filed. We call each of these time 
frames a period of limitations. For purposes of the period 
of limitations, Forms 941 for a calendar year are 
considered filed on April 15 of the succeeding year if filed 
before that date. For an example of the period of 
limitations, see Is There a Deadline for Filing Form 941-X, 
later. Before using any line on Form 941-X, you must 
consider if the period of limitations, as described above, is 
still open for the quarter that you’re correcting.


Lines 24 and 33b were previously used to correct the 
deferred amount of the employer share of social security 
tax for the second, third, and fourth quarters of 2020 
and/or the deferred amount of the employee share of 
social security tax for the third and fourth quarters of 2020. 
The period of limitations for making corrections to the 
deferred amount of the employer or employee share of 
social security tax generally expired for most employers 
on April 15, 2024. These instructions no longer discuss 
these deferrals. If you think that the period of limitations is 
still open for correcting your second, third, of fourth 
quarter 2020 Form 941, you can still file the April 2023 
revision of Form 941-X to use lines 24 and 33b.


Lines 33a and 34 were used only when correcting 
qualified wages paid March 13 through March 31, 2020, 
for the employee retention credit and qualified health plan 
expenses allocable to those wages on a Form 941 filed for 
the second quarter of 2020. The period of limitations for 
making corrections to qualified wages paid March 13 
through March 31, 2020, for the employee retention credit 
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and qualified health plan expenses allocable to those 
wages generally expired for most employers on April 15, 
2024. These instructions no longer discuss these lines. If 
you think that the period of limitations is still open for 
correcting your second quarter 2020 Form 941, you can 
still file the April 2023 revision of Form 941-X to use lines 
33a and 34.
The COVID-19 related credit for qualified sick and 
family leave wages is limited to leave taken after 
March 31, 2020, and before October 1, 2021, and can 
no longer be claimed on Form 941. Generally, the 
credit for qualified sick and family leave wages, as 
enacted under the Families First Coronavirus Response 
Act (FFCRA) and amended and extended by the 
COVID-related Tax Relief Act of 2020, for leave taken after 
March 31, 2020, and before April 1, 2021, and the credit 
for qualified sick and family leave wages under sections 
3131, 3132, and 3133 of the Internal Revenue Code, as 
enacted under the American Rescue Plan Act of 2021 (the 
ARP), for leave taken after March 31, 2021, and before 
October 1, 2021, have expired. However, employers that 
pay qualified sick and family leave wages in a later quarter 
for leave taken after March 31, 2020, and before October 
1, 2021, are eligible to claim a credit for qualified sick and 
family leave wages paid in that quarter. Effective for tax 
periods beginning after 2023, the lines used to claim the 
credit for qualified sick and family leave wages were 
removed from Form 941 because it would be extremely 
rare for an employer to pay wages after 2023 for qualified 
sick and family leave taken after March 31, 2020, and 
before October 1, 2021. Instead, if you’re eligible to claim 
the credit for qualified sick and family leave wages 
because you paid the wages after 2023 for an earlier 
applicable leave period, file Form 941-X to claim the credit 
for qualified sick and family leave wages for the quarter 
that you paid the wages after you file Form 941. Filing a 
Form 941-X before filing a Form 941 for the quarter may 
result in errors or delays in processing your Form 941-X.


You will also continue to use Form 941-X to make 
corrections to the credit for qualified sick and family leave 
wages for earlier quarters if the period of limitations is still 
open. Corrections to amounts reported on Form 941, lines 
5a(i), 5a(ii), 11b, 13c, 19, and 20, for the credit for 
qualified sick and family leave wages for leave taken after 
March 31, 2020, and before April 1, 2021, are reported on 
Form 941-X, lines 9, 10, 17, 25, 28, and 29, respectively. 
Corrections to amounts reported on Form 941, lines 11d, 
13e, 23, 24, 25, 26, 27, and 28, for the credit for qualified 
sick and family leave wages for leave taken after March 
31, 2021, and before October 1, 2021, are reported on 
Form 941-X, lines 18b, 26b, 35, 36, 37, 38, 39, and 40, 
respectively.
Credit for COBRA premium assistance payments is 
limited to periods of coverage beginning on or after 
April 1, 2021, through periods of coverage beginning 
on or before September 30, 2021. Section 9501 of the 
ARP provides for COBRA premium assistance in the form 
of a full reduction in the premium otherwise payable by 
certain individuals and their families who elect COBRA 
continuation coverage due to a loss of coverage as the 
result of a reduction in hours or an involuntary termination 
of employment (assistance eligible individuals). This 


COBRA premium assistance was available for periods of 
coverage beginning on or after April 1, 2021, through 
periods of coverage beginning on or before September 
30, 2021. A premium payee was entitled to the COBRA 
premium assistance credit at the time an eligible individual 
elects coverage. Therefore, other than in rare 
circumstances, due to the COBRA notice and election 
period requirements (generally, employers have 60 days 
to provide notice and an assistance eligible individual has 
60 days to elect coverage), the first quarter of 2022 was 
the last quarter in which employers may have been eligible 
to claim the COBRA premium assistance credit on Form 
941. Employers eligible to claim the COBRA premium 
assistance credit after March 31, 2022, must file Form 
941-X to claim the credit.


For more information on COBRA premium assistance 
payments and the credit, see Notice 2021-31, 2021-23 
I.R.B. 1173, available at IRS.gov/irb/
2021-23_IRB#NOT-2021-31; and Notice 2021-46, 
2021-33 I.R.B. 303, available at IRS.gov/irb/
2021-33_IRB#NOT-2021-46.


Corrections to amounts reported on Form 941, lines 
11e, 11f, and 13f, for the COBRA premium assistance 
credit are reported on Form 941-X, lines 18c, 18d, and 
26c, respectively.
Caution: If you claimed the credit for qualified sick and 
family leave wages for leave taken after March 31, 2020, 
and before April 1, 2021, and you make any corrections on 
Form 941-X to amounts used to figure this credit, you’ll 
need to refigure the amount of this credit using Worksheet 
1. You’ll also use this worksheet to figure this credit if 
you’re claiming it for the first time on Form 941-X. If you 
claimed the credit for qualified sick and family leave 
wages for leave taken after March 31, 2021, and before 
October 1, 2021, and you make any corrections on Form 
941-X to amounts used to figure this credit, you’ll need to 
refigure the amount of this credit using Worksheet 2. You’ll 
also use this worksheet to figure this credit if you’re 
claiming it for the first time on Form 941-X. If you claimed 
the COBRA premium assistance credit and you make any 
corrections on Form 941-X to amounts used to figure this 
credit, you’ll need to refigure the amount of this credit 
using Worksheet 3. You’ll also use this worksheet to figure 
this credit if you’re claiming it for the first time on Form 
941-X.
Form 941-SS discontinued after 2023. Form 941-SS, 
Employer’s QUARTERLY Federal Tax Return—American 
Samoa, Guam, the Commonwealth of the Northern 
Mariana Islands, and the U.S. Virgin Islands, was 
discontinued after the fourth quarter of 2023. Instead, 
employers in these U.S. territories file Form 941 or, if you 
prefer your form and instructions in Spanish, you can file 
Form 941 (sp). Form 941-X is still used to correct a Form 
941-SS filed for the fourth quarter of 2023 and earlier 
quarters if the period of limitations is still open.
Form 941-PR discontinued after 2023. Form 941-PR, 
Planilla para la Declaración Federal TRIMESTRAL del 
Patrono, was discontinued after the fourth quarter of 2023. 
Instead, employers in Puerto Rico file Form 941 or, if you 
prefer your form and instructions in Spanish, you can file 
Form 941 (sp). If you’re correcting a Form 941-PR filed for 
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the fourth quarter of 2023 or an earlier quarter, you should 
file Form 941-X (PR). However, you will use Form 941-X or 
Form 941-X (sp) to correct a Form 941 or Form 941 (sp), 
respectively, filed for the first quarter of 2024 or later 
quarters.
Qualified small business payroll tax credit for in-
creasing research activities. For tax years beginning 
before 2023, a qualified small business may elect to claim 
up to $250,000 of its credit for increasing research 
activities as a payroll tax credit. The Inflation Reduction 
Act of 2022 (the IRA) increases the election amount to 
$500,000 for tax years beginning after 2022. The payroll 
tax credit election must be made on or before the due date 
of the originally filed income tax return (including 
extensions). The portion of the credit used against payroll 
taxes is allowed in the first calendar quarter beginning 
after the date that the qualified small business filed its 
income tax return. The election and determination of the 
credit amount that will be used against the employer’s 
payroll taxes are made on Form 6765, Credit for 
Increasing Research Activities. The amount from Form 
6765 must then be reported on Form 8974, Qualified 
Small Business Payroll Tax Credit for Increasing Research 
Activities.


For quarters beginning before 2023, the payroll tax 
credit can be used only against the employer share of 
social security tax for the quarter and any remaining credit 
is carried forward to the next quarter. Starting in the first 
quarter of 2023, the payroll tax credit is first used to 
reduce the employer share of social security tax up to 
$250,000 per quarter and any remaining credit reduces 
the employer share of Medicare tax for the quarter. Any 
remaining credit, after reducing the employer share of 
social security tax and the employer share of Medicare 
tax, is then carried forward to the next quarter. Form 8974 
is used to determine the amount of the credit that can be 
used in the current quarter. Corrections to this credit are 
made on Form 941-X, line 16. If you make a correction to 
Form 941-X, line 16, you must attach a corrected Form 
8974. For more information, see the Instructions for Form 
8974 and go to IRS.gov/ResearchPayrollTC.
Employee consents to support a claim for refund. 
Rev. Proc. 2017-28, 2017-14 I.R.B. 1061, available at 
IRS.gov/irb/2017-14_IRB#RP-2017-28, provides 
guidance to employers on the requirements for employee 
consents used by an employer to support a claim for 
refund of overcollected social security tax and Medicare 
tax. The revenue procedure clarifies the basic 
requirements for both a request for employee consent and 
for the employee consent, and permits a consent to be 
requested, furnished, and retained in an electronic format 
as an alternative to a paper format. The revenue 
procedure also contains guidance concerning when an 
employer may claim a refund of only the employer share of 
overcollected social security tax and Medicare tax. The 
revenue procedure requires that any request for consent 
include an Additional Medicare Tax notice indicating that 
any claim on the employee’s behalf won’t include a claim 
for overpaid Additional Medicare Tax.
Correcting federal income tax withheld. Generally, 
you may correct federal income tax withholding errors only 
if you discovered the errors in the same calendar year you 


paid the wages. In addition, for an overcollection, you may 
correct federal income tax withholding only if you also 
repaid or reimbursed the employees in the same year.


For prior years, you may only correct administrative 
errors to federal income tax withholding (that is, errors in 
which the amount reported on Form 941, line 3, isn’t the 
amount you actually withheld from an employee’s wages) 
and errors for which section 3509 rates apply. See section 
13 of Pub. 15 for more information about corrections 
during the calendar year and about administrative errors. 
See section 2 of Pub. 15 for more information about 
section 3509. If section 3509 rates apply, see the 
instructions for lines 19–22, later.
Caution: Only transposition or math errors involving the 
inaccurate reporting of the amount withheld are 
administrative errors.


You can’t file a Form 941-X to correct federal income 
tax withholding for prior years for nonadministrative errors. 
In other words, you can’t correct federal income tax 
actually withheld from an employee in a prior year if you 
discover that you didn’t withhold the right amount. For 
example, you can’t correct federal income tax withheld in 
a prior year because you used the wrong income tax 
withholding table or you didn’t treat a payment correctly as 
taxable or nontaxable. Similarly, if you paid federal income 
tax in a prior year on behalf of your employee, rather than 
deducting it from the employee’s pay (which resulted in 
additional wages subject to tax), and in a subsequent year 
you determine that you incorrectly calculated the amount 
of tax, you can’t correct the federal income tax 
withholding. However, you must still correct the amount of 
wages you reported on Form 941 and Form W-2, Wage 
and Tax Statement, for a prior year by filing Form 941-X 
and Form W-2c, Corrected Wage and Tax Statement, 
respectively. You’ll report the correct wages on Form 
941-X, line 6, column 1.
Tip: The amount actually withheld is reflected on payroll 
information or on Form W-2, which can be used by the 
employee to claim a credit for withholding for individual 
income tax return purposes.
Correcting Additional Medicare Tax withholding and 
wages and tips subject to Additional Medicare Tax 
withholding. Wages and tips subject to Additional 
Medicare Tax withholding are reported on Form 941, 
line 5d. Certain errors discovered on a previously filed 
Form 941 are corrected on Form 941-X, line 13. However, 
you can’t file a Form 941-X to correct the wrong amount of 
Additional Medicare Tax actually withheld from an 
employee in a prior year, including any amount you paid 
on behalf of your employee rather than deducting it from 
the employee’s pay (which resulted in additional wages 
subject to tax). See the instructions for line 13, later, for 
more information on the types of errors that can be 
corrected and how the correction is reported on Form 
941-X. For more information about Additional Medicare 
Tax withholding, see the Instructions for Form 941 or go to 
IRS.gov/ADMTfaqs.
Certification program for professional employer or-
ganizations (PEOs). The Stephen Beck, Jr., Achieving a 
Better Life Experience (ABLE) Act of 2014 required the 
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IRS to establish a voluntary certification program for 
PEOs. PEOs handle various payroll administration and tax 
reporting responsibilities for their business clients and are 
typically paid a fee based on payroll costs. To become and 
remain certified under the certification program, CPEOs 
must meet various requirements described in sections 
3511 and 7705 and related published guidance. 
Certification as a CPEO may affect the employment tax 
liabilities of both the CPEO and its customers. A CPEO is 
generally treated for employment tax purposes as the 
employer of any individual who performs services for a 
customer of the CPEO and is covered by a contract 
described in section 7705(e)(2) between the CPEO and 
the customer (CPEO contract), but only for wages and 
other compensation paid to the individual by the CPEO. To 
become a CPEO, the organization must apply through the 
IRS Online Registration System. For more information or 
to apply to become a CPEO, go to IRS.gov/CPEO.
You may need to attach Schedule R (Form 941) to 
your Form 941-X. If you were required to file Schedule R 
(Form 941), Allocation Schedule for Aggregate Form 941 
Filers, when you filed Form 941, you must complete 
Schedule R (Form 941) when correcting an aggregate 
Form 941. Schedule R (Form 941) is completed only for 
those clients and customers who have corrections 
reported on Form 941-X. Schedule R (Form 941) is filed 
as an attachment to Form 941-X.


Approved section 3504 agents and CPEOs must 
complete and file Schedule R (Form 941) when filing an 
aggregate Form 941. Aggregate Forms 941 are filed by 
agents approved by the IRS under section 3504. To 
request approval to act as an agent for an employer, the 
agent files Form 2678 with the IRS. Aggregate Forms 941 
are also filed by CPEOs approved by the IRS under 
section 7705. To become a CPEO, the organization must 
apply through the IRS Online Registration System at 
IRS.gov/CPEO. CPEOs file Form 8973, Certified 
Professional Employer Organization/Customer Reporting 
Agreement, to notify the IRS that they started or ended a 
service contract with a customer.


Other third-party payers that file aggregate Forms 941, 
such as non-certified PEOs, must complete and file 
Schedule R (Form 941) if they have clients that are 
claiming the qualified small business payroll tax credit for 
increasing research activities, the credit for qualified sick 
and family leave wages, and/or the COBRA premium 
assistance credit. If you’re an other third-party payer that 
didn’t file Schedule R (Form 941) with Form 941 because 
you didn’t meet these requirements, but are now filing 
Form 941-X to report these credits for your clients, then 
you must now file Schedule R (Form 941) and attach it to 
Form 941-X.


See the March 2022 revision of the Instructions for 
Form 941 for information about when a third party is 
considered the person to whom COBRA premium 
assistance payments are payable.


General Instructions:
Understanding Form 941-X
What Is the Purpose of Form 941-X?
Caution: References to federal income tax withholding 
don’t apply to employers in American Samoa, Guam, the 
Commonwealth of the Northern Mariana Islands (CNMI), 
the U.S. Virgin Islands (USVI), and Puerto Rico unless you 
have employees who are subject to U.S. income tax 
withholding.


Use Form 941-X to correct errors on a Form 941 that 
you previously filed. Use Form 941-X to correct:
• Wages, tips, and other compensation;
• Federal income tax withheld from wages, tips, and other 
compensation;
• Taxable social security wages;
• Taxable social security tips;
• Taxable Medicare wages and tips;
• Taxable wages and tips subject to Additional Medicare 
Tax withholding;
• Qualified small business payroll tax credit for increasing 
research activities;
• Amounts reported on Form 941 for the credit for 
qualified sick and family leave wages for leave taken after 
March 31, 2020, and before April 1, 2021, including 
adjustments to Form 941, lines 5a(i), 5a(ii), 11b, 13c, 19, 
and 20;
• Amounts reported on Form 941 for the credit for 
qualified sick and family leave wages for leave taken after 
March 31, 2021, and before October 1, 2021, including 
adjustments to Form 941, lines 11d, 13e, 23, 24, 25, 26, 
27, and 28; and
• Amounts reported on Form 941 for the COBRA 
premium assistance credit, for periods of coverage 
beginning on or after April 1, 2021, through periods of 
coverage beginning on or before September 30, 2021, 
including adjustments to Form 941, lines 11e, 11f, and 
13f.


Use Form 843, Claim for Refund and Request for 
Abatement, to request a refund or abatement of assessed 
interest or penalties. Don’t request a refund or abatement 
of assessed interest or penalties on Form 941 or 941-X.
Tip: We use the terms “correct” and “corrections” on 
Form 941-X and in these instructions to include 
interest-free adjustments under sections 6205 and 6413 
and claims for refund and abatement under sections 
6402, 6414, and 6404. See Rev. Rul. 2009-39 for 
examples of how the interest-free adjustment and claim 
for refund rules apply in 10 different situations. You can 
find Rev. Rul. 2009-39, 2009-52 I.R.B. 951, at IRS.gov/irb/
2009-52_IRB#RR-2009-39.


When you discover an error on a previously filed Form 
941, you must:
• Correct that error using Form 941-X;
• File a separate Form 941-X for each Form 941 that 
you’re correcting; and
• Generally, file Form 941-X separately. Don’t file Form 
941-X with Form 941. However, if you didn’t previously file 
Form 941 because you mistakenly treated your employees 
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as nonemployees, you may have to file Form 941-X with 
Form 941. See the instructions for line 42, later.


If you didn’t file a Form 941 for one or more quarters, 
don’t use Form 941-X. Instead, file Form 941 for each of 
those quarters. Also, see When Should You File Form 
941-X, later. However, if you didn’t file Forms 941 because 
you improperly treated workers as independent 
contractors or nonemployees and are now reclassifying 
them as employees, see the instructions for line 42, later.
Tip: Unless otherwise specified in these instructions, an 
underreported employment tax credit should be treated 
like an overreported tax amount. An overreported 
employment tax credit should be treated like an 
underreported tax amount. For more information, 
including which process to select on lines 1 and 2, see 
Correcting an employment tax credit, later.


Report the correction of underreported and 
overreported tax amounts for the same tax period on a 
single Form 941-X, unless you’re requesting a refund or 
abatement. If you’re requesting a refund or abatement and 
are correcting both underreported and overreported tax 
amounts, file one Form 941-X correcting the 
underreported tax amounts only and a second Form 
941-X correcting the overreported tax amounts.


You’ll use the adjustment process if you underreported 
employment taxes and are making a payment, or if you 
overreported employment taxes and will be applying the 
credit to Form 941 for the period during which you file 
Form 941-X. However, see the Caution under Is There a 
Deadline for Filing Form 941-X, later, if you’re correcting 
overreported tax amounts during the last 90 days of a 
period of limitations. You’ll use the claim process if you 
overreported employment taxes and are requesting a 
refund or abatement of the overreported tax amount. 
Follow the chart on page 6 of Form 941-X for help in 
choosing whether to use the adjustment process or the 
claim process. Be sure to give us a detailed explanation 
on line 43 for each correction that you show on Form 
941-X.


Continue to report current-quarter fractions of cents, 
third-party sick pay, tips, and group-term life insurance on 
Form 941, lines 7–9.


You have additional requirements to complete when 
filing Form 941-X, such as certifying that you filed (or will 
file) all applicable Forms W-2 and Forms W-2c with the 
Social Security Administration (SSA). For corrections of 
overreported federal income tax, social security tax, 
Medicare tax, or Additional Medicare Tax, you must make 
any certifications that apply to your situation.
Caution: Don’t use Form 941-X to correct Form CT-1, 
943, 944, or 945. Instead, use the “X” form that 
corresponds to those forms (Form CT-1 X, 943-X, 944-X, 
or 945-X).
Where Can You Get Help?
For help filing Form 941-X or for questions about federal 
employment taxes and tax corrections, you can:
• Go to IRS.gov/EmploymentTaxes and IRS.gov/
CorrectingEmploymentTaxes;


• See Pub. 15 for correcting Form 941, or Pub. 80 for 
correcting Form 941-SS; or
• Call the IRS Business and Specialty Tax Line at 
800-829-4933 or 800-829-4059 (TDD/TTY for persons 
who are deaf, hard of hearing, or have a speech 
disability), Monday–Friday from 7:00 a.m. to 7:00 p.m. 
local time (Alaska and Hawaii follow Pacific time; 
employers in Puerto Rico receive service from 8:00 a.m. 
to 8:00 p.m. local time); or call 267-941-1000 if you’re 
outside the United States (toll call), Monday–Friday from 
6:00 a.m. to 11:00 p.m. Eastern time.


See also How Can You Get Forms, Instructions, and 
Publications From the IRS, later.
Tip: For quarters beginning after 2023, Pub. 15 is used by 
all employers, including employers in the U.S. territories. 
Pub. 80, Federal Tax Guide for Employers in the U.S. 
Virgin Islands, Guam, American Samoa, and the 
Commonwealth of the Northern Mariana Islands, is 
discontinued, but you may still need to reference the Pub. 
80 that was applicable for the tax year that you’re 
correcting.
When Should You File Form 941-X?
File Form 941-X when you discover an error on a 
previously filed Form 941.


However, if your only errors on Form 941 relate to the 
number of employees who received wages (Form 941, 
line 1) or to federal tax liabilities reported on Form 941, 
Part 2, or on Schedule B (Form 941), Report of Tax 
Liability for Semiweekly Schedule Depositors, don’t file 
Form 941-X. For more information about correcting federal 
tax liabilities reported on Form 941, Part 2, or on 
Schedule B (Form 941), see the Instructions for 
Schedule B (Form 941).
Due dates. The due date for filing Form 941-X depends 
on when you discover an error and if you underreported or 
overreported tax. If you underreported tax, see 
Underreported tax, later. For overreported tax amounts, 
you may choose to either make an interest-free 
adjustment or file a claim for refund or abatement. If you’re 
correcting overreported tax amounts, see Overreported 
tax—Adjustment process or Overreported tax—Claim 
process, later.


If any due date falls on a Saturday, Sunday, or legal 
holiday, you may file Form 941-X on the next business day. 
If we receive Form 941-X after the due date, we will treat 
Form 941-X as filed on time if the envelope containing 
Form 941-X is properly addressed, contains sufficient 
postage, and is postmarked by the U.S. Postal Service 
(USPS) on or before the due date, or sent by an 
IRS-designated private delivery service (PDS) on or 
before the due date. If you don’t follow these guidelines, 
we will consider Form 941-X filed when it is actually 
received. See Pub. 15 for more information on legal 
holidays. For more information about PDSs, see Where 
Should You File Form 941-X, later.
Underreported tax. If you’re correcting underreported 
tax, you must file Form 941-X by the due date of the return 
for the return period in which you discovered the error and 
pay the amount you owe by the time you file. Doing so 
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will generally ensure that your correction is interest free 
and not subject to failure-to-pay (FTP) or failure-to-deposit 
(FTD) penalties. See What About Penalties and Interest, 
later. For details on how to make a payment, see the 
instructions for line 27, later.


If Form 941-X is filed late (after the due date of the 
return for the return period in which you discovered the 
error), you must attach an amended Schedule B (Form 
941) to Form 941-X. Otherwise, the IRS may assess an 
“averaged” FTD penalty. See “Averaged” FTD penalty in 
section 11 of Pub. 15 for more information about 
“averaged” FTD penalties. The total tax reported on the 
“Total liability for the quarter” line of Schedule B (Form 
941) must match the corrected tax (Form 941, line 12, 
combined with any correction entered on Form 941-X, 
line 23) for the quarter, less any previous abatements and 
interest-free tax assessments.
If you discover an error in... Form 941-X is due...
1. January, February, March  April 30
2. April, May, June  July 31
3. July, August, September  October 31
4. October, November, December  January 31 


The dates shown in the table above apply only to corrections of 
underreported amounts. If any due date falls on a Saturday, 
Sunday, or legal holiday, you may file Form 941-X on the next 
business day.


Example—You owe tax. On May 15, 2026, you 
discover that you underreported $10,000 of social security 
and Medicare wages on your 2026 first quarter Form 941. 
File Form 941-X and pay the amount you owe by July 31, 
2026, because you discovered the error in the second 
quarter of 2026, and July 31, 2026, is the due date for that 
quarter. If you file Form 941-X before July 31, 2026, pay 
the amount you owe by the time you file.
Tip: The due date for filing the adjusted return is 
determined by the type of return (Form 941 or Form 944) 
being corrected, without regard to your current filing 
requirements. Therefore, if you’re currently filing Form 941 
and you’re correcting a previously filed Form 944, you 
must file Form 944-X by January 31 of the year following 
the year you discover the error.
Overreported tax—Adjustment process. If you 
overreported tax on Form 941 and choose to apply the 
credit to Form 941 or Form 944, file an adjusted return on 
Form 941-X soon after you discover the error but more 
than 90 days before the period of limitations on the credit 
or refund for Form 941 expires. See Is There a Deadline 
for Filing Form 941-X, later.
Overreported tax—Claim process. If you overreported 
tax on Form 941, you may choose to file a claim for refund 
or abatement on Form 941-X any time before the period of 
limitations on credit or refund expires on Form 941. If you 
also need to correct any underreported tax amounts, you 
must file another Form 941-X reporting only corrections to 
the underreported amounts. See Is There a Deadline for 
Filing Form 941-X? next.


Caution: You may not file a refund claim to correct federal 
income tax or Additional Medicare Tax actually withheld 
from employees.
Is There a Deadline for Filing Form 
941-X?
Generally, you may correct overreported taxes on a 
previously filed Form 941 if you file Form 941-X within 3 
years of the date Form 941 was filed or 2 years from the 
date you paid the tax reported on Form 941, whichever is 
later. You may correct underreported taxes on a previously 
filed Form 941 if you file Form 941-X within 3 years of the 
date the Form 941 was filed. We call each of these time 
frames a period of limitations. For purposes of the period 
of limitations, Forms 941 for a calendar year are 
considered filed on April 15 of the succeeding year if filed 
before that date.


Example. You filed your 2023 fourth quarter Form 941 
on January 25, 2024, and payments were timely made. 
The IRS treats the return as if it were filed on April 15, 
2024. On January 29, 2027, you discover that you 
overreported social security and Medicare wages on that 
form by $350. To correct the error, you must file Form 
941-X by April 15, 2027, which is the end of the period of 
limitations for Form 941, and use the claim process.
Caution: If you file Form 941-X to correct overreported 
tax amounts in the last 90 days of a period of limitations, 
you must use the claim process. You can’t use the 
adjustment process. If you’re also correcting 
underreported tax amounts, you must file another Form 
941-X to correct the underreported tax amounts using the 
adjustment process and pay any tax due.
Where Should You File Form 941-X?
You’re encouraged to file Form 941-X electronically. For 
more information, go to IRS.gov/EmploymentEfile. If you 
prefer to mail a paper Form 941-X, send your completed 
Form 941-X to the address shown next.
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IF you’re in... THEN use this address...


Connecticut, Delaware, District of 
Columbia, Florida, Georgia, 
Illinois, Indiana, Kentucky, Maine, 
Maryland, Massachusetts, 
Michigan, New Hampshire, New 
Jersey, New York, North Carolina, 
Ohio, Pennsylvania, Rhode 
Island, South Carolina, 
Tennessee, Vermont, Virginia, 
West Virginia, Wisconsin


Department of the Treasury
Internal Revenue Service 
Cincinnati, OH 45999-0005


Alabama, Alaska, Arizona, 
Arkansas, California, Colorado, 
Hawaii, Idaho, Iowa, Kansas, 
Louisiana, Minnesota, 
Mississippi, Missouri, Montana, 
Nebraska, Nevada, New Mexico, 
North Dakota, Oklahoma, 
Oregon, South Dakota, Texas, 
Utah, Washington, Wyoming


Department of the Treasury 
Internal Revenue Service 
Ogden, UT 84201-0005


No legal residence or principal 
place of business in any state


Internal Revenue Service 
P.O. Box 409101 
Ogden, UT 84409


Special filing address for 
exempt organizations; federal, 
state, and local governmental 
entities; and Indian tribal 
governmental entities, regardless 
of location


Department of the Treasury
Internal Revenue Service 
Ogden, UT 84201-0005


PDSs can’t deliver to P.O. boxes. You must use the 
USPS to mail an item to a P.O. box address. Go to 
IRS.gov/PDS for the current list of PDSs. If you file Form 
941-X using a PDS, send it to the following address.


Ogden—Internal Revenue Submission Processing 
Center
1973 Rulon White Blvd.
Ogden, UT 84201


Use this address even if your business is located in a state 
that files in Cincinnati.
How Should You Complete Form 
941-X?
Use a Separate Form 941-X for Each Quarter 
You’re Correcting
Use a separate Form 941-X for each Form 941 that you’re 
correcting. For example, if you found errors on your Forms 
941 for the third and fourth quarters of 2025, file one Form 
941-X to correct the 2025 third quarter Form 941 and file a 
second Form 941-X to correct the 2025 fourth quarter 
Form 941.
Employer Identification Number (EIN), Name, 
and Address
Enter your EIN, name, and address in the spaces 
provided. Also, enter your name and EIN on the top of 
pages 2, 3, 4, and 5, and on any attachments. If your 
address has changed since you filed your Form 941, enter 
the corrected information and the IRS will update your 
address of record. Be sure to write your name, EIN, “Form 


941-X,” the calendar quarter you’re correcting (for 
example, “Quarter 2”), and the calendar year of the 
quarter you’re correcting on the top of any attachments.
Return You’re Correcting
In the box at the top of page 1, check the type of return 
(Form 941 or Form 941-SS) you’re correcting. Check the 
appropriate box for the one quarter you’re correcting. 
Enter the calendar year of the Form 941 you’re correcting. 
Enter the quarter and calendar year on pages 2, 3, 4, and 
5.
Enter the Date You Discovered Errors
You must enter the date you discovered errors. You 
discover an error when you have enough information to be 
able to correct it. If you’re reporting several errors that you 
discovered at different times, enter the earliest date you 
discovered them here. Report any subsequent dates and 
related errors on line 43.
Aggregate Return Filers Only
If you’re filing an corrected aggregate Form 941-X, check 
the appropriate box to identify yourself. An aggregate 
Form 941-X is a return that combines amounts from 
multiple clients or customers (employers) onto a single 
Form 941-X.
Section 3504 Agent. Check this box if you’re a section 
3504 agent filing an aggregate Form 941-X. You must 
attach Schedule R (Form 941) to your aggregate Form 
941-X. For more information about section 3504 agents, 
see You may need to attach Schedule R (Form 941) to 
your Form 941-X, earlier, and section 16 of Pub. 15.
Certified Professional Employer Organization 
(CPEO). Check this box if you’re a CPEO filing an 
aggregate Form 941-X on behalf of your customers. You 
must attach Schedule R (Form 941) to your aggregate 
Form 941-X. For more information about CPEOs, see 
Certification program for professional employer 
organizations (PEOs), earlier, and section 16 of Pub. 15.
Other Third Party. If you’re filing an aggregate Form 
941-X but you’re not a section 3504 agent or a CPEO, you 
must check this box. For example, a non-certified PEO 
filing an aggregate Form 941-X must check this box.
Must You Make an Entry on Each Line?
You must provide all of the information requested at the 
top of page 1 of Form 941-X. You must check one box (but 
not both) in Part 1. In Part 2, you must check the box on 
line 3 and any applicable boxes on lines 4 and 5. In Part 3, 
if any line doesn’t apply, leave it blank. Complete Parts 4 
and 5 as instructed.
How Should You Report Negative Amounts?
Form 941-X uses negative numbers to show reductions in 
tax (credits) and positive numbers to show additional tax 
(amounts you owe).


When reporting a negative amount in columns 3 and 4, 
use a minus sign instead of parentheses. For example, 
enter “-10.59” instead of “(10.59).” However, if you’re 
completing the return on your computer and your software 
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only allows you to use parentheses to report negative 
amounts, you may use them.
How Should You Make Entries on Form 941-X?
You can help the IRS process Form 941-X timely and 
accurately if you follow these guidelines.
• Type or print your entries.
• Use Courier font (if possible) for all typed or 
computer-generated entries.
• Omit dollar signs. You may use commas and decimal 
points, if desired. Enter dollar amounts to the left of any 
preprinted decimal point and cents to the right of it.
• Always show an amount for cents, even if it is zero. 
Don’t round entries to whole dollars.
• Complete all five pages and sign Form 941-X on 
page 5.
• Staple multiple sheets in the upper-left corner.
What About Penalties and Interest?
Generally, your correction of an underreported tax amount 
won’t be subject to an FTP penalty, an FTD penalty, or 
interest if you:
• File on time (by the due date of Form 941 for the quarter 
in which you discover the error),
• Pay the amount shown on line 27 by the time you file 
Form 941-X,
• Enter the date you discovered the error, and
• Explain in detail the grounds and facts relied on to 
support the correction.


No correction will be eligible for interest-free treatment 
if any of the following apply.
• The amounts underreported relate to an issue that was 
raised in an examination of a prior period.
• You knowingly underreported your employment tax 
liability.
• You received a notice and demand for payment.
• You received a notice of determination under section 
7436.


If you receive a notice about a penalty after you file this 
return, reply to the notice with an explanation and we will 
determine if you meet the reasonable-cause criteria. Don’t 
attach an explanation when you file your return.
Overview of the Process
To correct a previously filed Form 941, use Form 941-X to 
file either an adjusted employment tax return or a claim for 
refund or abatement. The adjustment process and the 
claim process are outlined below.


If you underreported the tax. If you underreported 
the tax on a previously filed Form 941, check the box on 
line 1 and pay any additional amount you owe by the 
time you file Form 941-X. For details on how to make a 
payment, see the instructions for line 27, later.


Example—You underreported employment taxes. 
On April 10, 2026, you discovered an error that results in 
additional tax on your 2025 second quarter Form 941. File 
Form 941-X by July 31, 2026, and pay the amount you 
owe by the time you file. See When Should You File Form 
941-X, earlier. Don’t attach Form 941-X to your 2026 
second quarter Form 941.


If you overreported the tax. If you overreported the 
tax on a previously filed Form 941, you may choose one 
of the following options.
• Use the adjustment process. Check the box on line 1 to 
apply any credit (negative amount) from line 27 to Form 
941 for the quarter during which you file Form 941-X.
• Use the claim process. Check the box on line 2 to file a 
claim on Form 941-X requesting a refund or abatement of 
the amount shown on line 27.


To ensure that the IRS has enough time to process a 
credit for an overreporting tax adjustment in the quarter 
during which you file Form 941-X, you’re encouraged to 
file Form 941-X correcting the overreported tax amount in 
the first 2 months of a quarter. For example, if you discover 
an overreported tax amount in March, June, September, 
or December, you may want to file Form 941-X in the first 
2 months of the next quarter. However, there must be 90 
days remaining on the period of limitations when you file 
Form 941-X. See the Caution under Is There a Deadline 
for Filing Form 941-X, earlier. This should ensure that the 
IRS will have enough time to process Form 941-X so the 
credit will be posted before you file Form 941, thus 
avoiding an erroneous balance due notice from the IRS. 
See the example below.


Example—You want your overreported tax applied 
as a credit to Form 941. On September 14, 2026, you 
discover you overreported your tax on your 2025 fourth 
quarter Form 941 and want to choose the adjustment 
process. To allow the IRS enough time to process the 
credit, you file Form 941-X on October 5, 2026, and take 
the credit on your fourth quarter 2026 Form 941.
Tip: If you currently file Form 944 and you’re making a 
correction to a previously filed Form 941 that will be 
claimed as a credit on Form 944, file Form 941-X before 
December in any year before the expiration of the period 
of limitations for the previously filed Form 941. In the year 
that the period of limitations for the previously filed Form 
941 expires, file Form 941-X at least 90 days before the 
expiration date.


Specific Instructions:
Part 1: Select ONLY One Process
Because Form 941-X may be used to file either an 
adjusted employment tax return or a claim for refund or 
abatement, you must check one box on either line 1 or 
line 2. Don’t check both boxes.
Correcting an employment tax credit. For lines 1 and 
2, if you underreported an employment tax credit, treat it 
like you overreported a tax amount. If you overreported an 
employment tax credit, treat it like you underreported a tax 
amount. If you’re filing Form 941-X to adjust only an 
employment tax credit and you’re not correcting any 
overreported taxes on Form 941-X, lines 6–13, skip lines 4 
and 5.
1. Adjusted Employment Tax Return
Check the box on line 1 if you’re correcting underreported 
tax amounts or overreported tax amounts and you would 
like to use the adjustment process to correct the errors.
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If you’re correcting both underreported tax amounts 


and overreported tax amounts on this form, you must 
check this box. If you check this box, any negative amount 
shown on line 27 will be applied as a credit (tax deposit) to 
your Form 941 or Form 944 for the period in which you’re 
filing this form. See Example—You want your overreported 
tax applied as a credit to Form 941, earlier.
If you owe tax. Pay the amount shown on line 27 by the 
time you file Form 941-X. Generally, you won’t be 
charged interest if you file on time, pay on time, enter the 
date you discovered the error, and explain the correction 
on line 43.
If you have a credit. You overreported employment 
taxes (you have a negative amount on line 27) and want 
the IRS to apply the credit to Form 941 or Form 944 for the 
period during which you filed Form 941-X. The IRS will 
apply your credit on the first day of the Form 941 or Form 
944 period during which you filed Form 941-X. However, 
the credit you show on Form 941-X, line 27, may not be 
fully available on your Form 941 or Form 944 if the IRS 
corrects it during processing or you owe other taxes, 
penalties, or interest. The IRS will notify you if your 
claimed credit changes or if the amount available as a 
credit on Form 941 or Form 944 was reduced because of 
unpaid taxes, penalties, or interest.
Caution: Don’t check the box on line 1 if you’re correcting 
overreported tax amounts and the period of limitations on 
credit or refund for Form 941 will expire within 90 days of 
the date you file Form 941-X. See Is There a Deadline for 
Filing Form 941-X, earlier.
2. Claim
Check the box on line 2 to use the claim process if you’re 
correcting overreported tax amounts only and you’re 
claiming a refund or abatement for the negative amount 
(credit) shown on line 27. Don’t check this box if you’re 
correcting any underreported tax amounts on this form.


You must check the box on line 2 if you have a credit (a 
negative amount on line 27) and the period of limitations 
on credit or refund for Form 941 will expire within 90 days 
of the date you file Form 941-X. See Is There a Deadline 
for Filing Form 941-X, earlier.


The IRS usually processes claims shortly after they are 
filed. The IRS will notify you if your claim is denied, 
accepted as filed, or selected to be examined. See Pub. 
556, Examination of Returns, Appeal Rights, and Claims 
for Refund, for more information.


Unless the IRS corrects Form 941-X during processing 
or you owe other taxes, penalties, or interest, the IRS will 
refund the amount shown on line 27, plus any interest that 
applies.
Caution: You may not file a refund claim to correct federal 
income tax or Additional Medicare Tax actually withheld 
from employees.
Part 2: Complete the Certifications
You must complete all certifications that apply by checking 
the appropriate boxes. If all of your corrections relate to 
underreported tax amounts, complete line 3 only; skip 
lines 4 and 5 and go to Part 3. If your corrections relate to 


overreported tax amounts, other than corrections related 
to underreported employment tax credits, you have a duty 
to ensure that your employees’ rights to recover overpaid 
employee social security and Medicare taxes that you 
withheld are protected. The certifications on lines 4 and 5 
address the requirement to:
• Repay or reimburse your employees for the 
overcollection of employee social security and Medicare 
taxes, or
• Obtain consents from your employees to file a claim on 
their behalf. See Rev. Proc. 2017-28 for guidance on the 
requirements for both a request for employee consent and 
for the employee consent.
3. Filing Forms W-2 or Forms W-2c
Check the box on line 3 to certify that you filed or will file 
Forms W-2 or Forms W-2c with the SSA, as required, 
showing your employees’ correct wage and tax amounts. 
See the General Instructions for Forms W-2 and W-3 for 
detailed information about filing requirements.


You must check the box on line 3 to certify that you filed 
Forms W-2 or Forms W-2c even if your corrections on 
Form 941-X don’t change amounts shown on those forms. 
For example, if your only correction to Form 941 involves 
misstated tax adjustments, which don’t impact the 
amounts reported on your employees’ Forms W-2 (see the 
instructions for line 15, later), check the box on line 3 to 
certify that you already filed all required Forms W-2 and 
W-2c with the SSA. In this situation, you’re certifying that 
you don’t need to file Form W-2c because you already 
filed a correct Form W-2.
4. Certifying Overreporting Adjustments
If you overreported federal income tax, social security tax, 
Medicare tax, or Additional Medicare Tax and checked the 
box on line 1, check the appropriate box on line 4. You 
may need to check more than one box. If you obtained 
written statements from some employees but you couldn’t 
locate employees or secure the statements of the 
remaining employees, check all applicable boxes. Provide 
a summary on line 43 of the amount of the corrections 
both for the employees who provided written statements 
and for those who didn’t.
4a. Check the box on line 4a if your overreported amount 
includes each affected employee share of overcollected 
taxes. You’re certifying that you repaid or reimbursed the 
employee share of current- and prior-year taxes and you 
received written statements from the employees stating 
that they didn’t and won’t receive a refund or credit for the 
prior-year taxes. You’re certifying that you adjusted federal 
income tax or Additional Medicare Tax withheld from 
employees for the current calendar year only. Don’t send 
these statements to the IRS. Keep them for your records. 
Generally, all employment tax records must be kept for at 
least 4 years. Records related to qualified sick leave 
wages and qualified family leave wages for leave taken 
after March 31, 2021, and before October 1, 2021, should 
be kept for at least 6 years. Copies must be submitted to 
the IRS if requested.
4b. Check the box on line 4b to certify that your 
overreported amount is only for the employer share of 
taxes on those employees who you were unable to find or 
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those who didn’t give you a statement described on 
line 4a.
4c. Check the box on line 4c to certify that your 
overreported amount is only for federal income tax, social 
security tax, Medicare tax, or Additional Medicare Tax that 
you didn’t withhold from your employees.
5. Certifying Claims
If you’re filing a claim for refund or abatement of 
overreported federal income tax, social security tax, 
Medicare tax, or Additional Medicare Tax and checked the 
box on line 2, check the appropriate box on line 5. You 
may need to check more than one box. If you obtained 
written statements or consents from some employees but 
you couldn’t locate employees or secure the statements or 
consents of the remaining employees, check all applicable 
boxes. Provide a summary on line 43 of the amount of the 
corrections for both the employees who provided 
statements or consents and for those who didn’t.
Caution: You can’t file a refund claim to correct the 
incorrect amount of federal income tax or Additional 
Medicare Tax actually withheld from employees in a prior 
year. If you request their consent to file a claim for social 
security tax or Medicare tax, you must tell your employees 
that you can’t claim a refund of any Additional Medicare 
Tax on their behalf. See Rev. Proc. 2017-28 for sample 
language to use in your request.
5a. Check the box on line 5a if your overreported tax 
includes each affected employee share of social security 
and Medicare taxes. You’re certifying that you repaid or 
reimbursed the employees their shares of social security 
and Medicare taxes. For refunds of employee social 
security and Medicare taxes overcollected in prior years, 
you’re certifying that you received written statements from 
those employees stating that they didn’t and won’t receive 
a refund or credit for the prior-year taxes. Don’t send these 
statements to the IRS. Keep them for your records. 
Generally, all employment tax records must be kept for at 
least 4 years. Records related to qualified sick leave 
wages and qualified family leave wages for leave taken 
after March 31, 2021, and before October 1, 2021, should 
be kept for at least 6 years. Copies must be submitted to 
the IRS if requested.
5b. Check the box on line 5b if your overreported tax 
includes each affected employee share of social security 
and Medicare taxes and you haven’t yet repaid or 
reimbursed the employee share of taxes. You’re certifying 
that you received consent from each affected employee to 
file a claim on the employee share of those taxes and you 
received written statements from those employees stating 
that they didn’t and won’t receive a refund or credit for the 
prior-year taxes.


An employee consent must:
• Contain the name, address, and social security number 
(or truncated taxpayer identification number, when 
appropriate) of the employee;
• Contain the name, address, and EIN of the employer;
• Contain the tax period(s), the type of tax, and the 
amount of tax for which the consent is provided;


• Affirmatively state that the employee authorizes the 
employer to claim a refund for the overpayment of the 
employee share of tax;
• For amounts collected in a prior year, include the 
employee’s written statement certifying that the employee 
hasn’t made any previous claims (or the claims were 
rejected) and won’t make any future claims for refund or 
credit of the amount of the overcollection;
• Identify the basis of the claim; and
• Be dated and contain the employee’s signature under 
penalties of perjury. The penalties of perjury statement 
should be located immediately above the required 
signature.


Don’t send these statements and consents to the IRS. 
Keep them for your records. Generally, all employment tax 
records must be kept for at least 4 years. Records related 
to qualified sick leave wages and qualified family leave 
wages for leave taken after March 31, 2021, and before 
October 1, 2021, should be kept for at least 6 years. 
Copies must be submitted to the IRS if requested.


In certain situations, you may not have repaid or 
reimbursed your employees or obtained their consents 
prior to filing a claim, such as in cases where the period of 
limitations on credit or refund is about to expire. In those 
situations, file Form 941-X, but don’t check a box on line 5. 
Tell us on line 43 that you haven’t repaid or reimbursed 
employees or obtained consents at the time you file the 
claim. However, you must repay or reimburse your 
employees and certify that you’ve done so before the IRS 
can allow the claim.
5c. Check the box on line 5c to certify that your 
overreported tax is only for the employer share of social 
security and Medicare taxes. This applies when affected 
employees didn’t give you consent to file a claim for refund 
for the employee share of social security and Medicare 
taxes, they couldn’t be found, or they didn’t give you a 
statement described on line 5b.
5d. Check the box on line 5d to certify that your 
overreported amount is only for federal income tax, social 
security tax, Medicare tax, or Additional Medicare Tax that 
you didn’t withhold from your employees.
Part 3: Enter the Corrections for This 
Quarter
Caution: Employers in American Samoa, Guam, the 
CNMI, the USVI, and Puerto Rico must skip lines 6 and 7, 
unless you have employees who are subject to U.S. 
income tax withholding.
What Amounts Should You Report in Part 3?
On lines 6–13, columns 1 and 2, for each line you’re 
correcting, show amounts for all of your employees, not 
just for those employees whose amounts you’re 
correcting.


If a correction that you report in column 4 includes both 
underreported and overreported amounts (see the 
instructions for line 41, later), give us details for each error 
on line 43.


Because special circumstances apply for lines 14–17, 
18b–22, 25, 26b, 26c, 28, 29, and 35–40, read the 


Instructions for Form 941-X (Rev. 4-2026) 11



https://www.irs.gov/irb/2017-14_IRB#RP-2017-28





TREASURY/IRS AND OMB USE ONLY DRAFT 
D


R
A


FT
D


R
A


FT
instructions for each line carefully before entering amounts 
in the columns.


If any line doesn’t apply to you, leave it blank.
Caution: If you previously adjusted or amended Form 
941 by using Form 941-X or because of an IRS 
examination change, show amounts in column 2 that 
include those previously reported corrections.
6. Wages, Tips, and Other Compensation
If you’re correcting the wages, tips, and other 
compensation you reported on Form 941, line 2, enter the 
total corrected amount for all employees in column 1. In 
column 2, enter the amount you originally reported or as 
previously corrected. In column 3, enter the difference 
between columns 1 and 2. This line doesn’t apply to Form 
941-SS.


If you or the IRS previously corrected the amount 
reported on Form 941, line 2, enter in column 2 the 
amount after any previous corrections.


 line 6 (column 1)
- line 6 (column 2)
 line 6 (column 3) If the amount in column 2 is larger than the 


amount in column 1, use a minus sign in 
column 3.


Example—Wages, tips, and other compensation 
increased. You reported $9,000 as total wages, tips, and 
other compensation on line 2 of your 2026 first quarter 
Form 941. In May of 2026, you discovered that you had 
overlooked $1,000 in tips for one of your employees. To 
correct the error, figure the difference on Form 941-X as 
shown.


Column 1 (corrected amount) 10,000.00
Column 2 (Form 941, line 2) - 9,000.00
Column 3 (difference) 1,000.00


Example—Wages, tips, and other compensation 
decreased. You reported $9,000 as wages, tips, and 
other compensation on line 2 of your 2026 first quarter 
Form 941. In May of 2026, you discovered that you 
included $2,000 in wages for one of your employees 
twice. To correct the error, figure the difference on Form 
941-X as shown.


Column 1 (corrected amount) 7,000.00
Column 2 (Form 941, line 2) - 9,000.00
Column 3 (difference) -2,000.00


Example—Auto allowance; wages, tips, and other 
compensation increased. You paid one of your 
employees a $500 monthly auto allowance from October 
through December 2025, and didn’t treat the payments as 
taxable wages. In February 2026, you realized that the 
payments were wages because they weren’t 
reimbursements of deductible business expenses that 
were substantiated and paid under an accountable plan. 


You correct the error by treating the auto allowance as 
wages subject to income, social security, and Medicare 
taxes. Report the additional $1,500 of wages on Form 
941-X, lines 6, 8, 12, and, if applicable, 13.


Be sure to explain the reasons for the corrections on 
line 43.
Tip: The quarterly amount on line 6, column 1, should be 
used to figure the annual amount to report on your Forms 
W-2 or Forms W-2c. This amount should also generally be 
used for any business expense deduction on your income 
tax return (or amended return) for wages paid.
7. Federal Income Tax Withheld From Wages, 
Tips, and Other Compensation
If you’re correcting the federal income tax withheld from 
wages, tips, and other compensation you reported on 
Form 941, line 3, enter the total corrected amount in 
column 1. In column 2, enter the amount you originally 
reported or as previously corrected. In column 3, enter the 
difference between columns 1 and 2. This line doesn’t 
apply to Form 941-SS.


 line 7 (column 1)
- line 7 (column 2)
 line 7 (column 3) If the amount in column 2 is larger than the 


amount in column 1, use a minus sign in 
column 3.


Copy the amount in column 3 to column 4. Include any 
minus sign shown in column 3.
Caution: Generally, you may correct federal income tax 
withholding errors only if you discovered the errors in the 
same calendar year you paid the wages. In addition, for an 
overcollection, you may correct federal income tax 
withholding only if you also repaid or reimbursed the 
employees in the same year. For prior years, you may only 
correct administrative errors to federal income tax 
withholding (that is, errors in which the amount reported 
on Form 941, line 3, isn’t the amount you actually withheld 
from an employee’s wages) and errors for which section 
3509 rates apply. Only transposition or math errors 
involving the inaccurate reporting of the amount withheld 
are administrative errors. See section 13 of Pub. 15 for 
more information about corrections during the calendar 
year and about administrative errors. See section 2 of 
Pub. 15 for more information about section 3509. If section 
3509 rates apply, see the instructions for lines 19–22, 
later.


You can’t file a Form 941-X to correct federal income 
tax withholding for prior years for nonadministrative errors. 
In other words, you can’t correct federal income tax 
actually withheld from an employee in a prior year if you 
discover that you didn’t withhold the right amount. For 
example, you can’t correct federal income tax withheld in 
a prior year because you used the wrong income tax 
withholding table or you didn’t treat a payment correctly as 
taxable or nontaxable. Similarly, if you paid federal income 
tax in a prior year on behalf of your employee, rather than 
deducting it from the employee’s pay (which resulted in 
additional wages subject to tax), and in a subsequent year 


12 Instructions for Form 941-X (Rev. 4-2026)







TREASURY/IRS AND OMB USE ONLY DRAFT 
D


R
A


FT
D


R
A


FT
you determine that you incorrectly calculated the amount 
of tax, you can’t correct the federal income tax 
withholding.


Example—Prior-year nonadministrative error 
(failure to withhold federal income tax when 
required). You were required to withhold $400 of federal 
income tax from an employee’s bonus that was paid in 
December of 2025 but you withheld nothing. You 
discovered the error on March 9, 2026. You can’t file Form 
941-X to correct federal income tax withheld reported on 
your 2025 fourth quarter Form 941 because the error 
involves a previous year and the amount previously 
reported for the employee represents the actual amount 
withheld from the employee during 2025.


Example—Prior-year administrative error 
(incorrectly reported amount of federal income tax 
actually withheld). You had three employees. In the 
fourth quarter of 2025, you withheld $1,000 of federal 
income tax from Xavier Black, $2,000 from Sophie Rose, 
and $6,000 from Leo Wood. The total amount of federal 
income tax you withheld was $9,000. You mistakenly 
reported $6,000 on line 3 of your 2025 fourth quarter Form 
941. You discovered the error on March 6, 2026. This is an 
example of an administrative error that may be corrected 
in a later calendar year because the amount actually 
withheld from the employees’ wages isn’t the amount 
reported on Form 941. Use Form 941-X to correct the 
error. Enter $9,000 in column 1 and $6,000 in column 2. 
Subtract the amount in column 2 from the amount in 
column 1.


Column 1 (corrected amount) 9,000.00
Column 2 (Form 941, line 3) - 6,000.00
Column 3 (difference) 3,000.00


Report the $3,000 as a tax correction in column 4.
Be sure to explain the reasons for this correction on 


line 43.
Example—Nonadministrative error reporting 


federal income tax because of repayment of wages 
paid in prior year. You prepaid Jack Brown $4,000 of 
wages for 2 months of work in September 2025. You 
withheld $400 of federal income tax at the time you paid 
Jack. These amounts were reported on your 2025 third 
quarter Form 941. Jack left employment in October 2025 
(after only 1 month of service). In January 2026, Jack 
repaid $2,000 to you for the 1 month Jack didn’t work. You 
can’t file Form 941-X to reduce the federal income tax 
withheld because you actually withheld the federal income 
tax from wages. You also can’t file Form 941-X to reduce 
wages because the wages were income to Jack for the 
prior year. These amounts were correctly reported on 
Form 941.
8. Taxable Social Security Wages
Tip: Qualified sick leave wages and qualified family leave 
wages for leave taken after March 31, 2021, and before 
October 1, 2021, were included on Form 941, line 5a, 
column 1, and can be adjusted only on Form 941-X, line 8.


If you’re correcting the taxable social security wages 
you reported on Form 941, line 5a, column 1, enter the 


total corrected amount in column 1. In column 2, enter the 
amount you originally reported or as previously corrected. 
In column 3, enter the difference between columns 1 and 
2.


 line 8 (column 1)
- line 8 (column 2)


line 8 (column 3) If the amount in column 2 is larger than the 
amount in column 1, use a minus sign in 
column 3.


Multiply the amount in column 3 by 0.124 and enter that 
result in column 4.


line 8 (column 3)
x 0.124


line 8 (column 4) If the amount in column 3 used a minus sign, 
also use a minus sign in column 4.


If you checked the box on Form 941-X, line 4b or 
line 5c, because you’re correcting only the employer share 
of tax on a decrease to social security wages, use 0.062 
(6.2%) when multiplying the amount shown in column 3. If 
you’re correcting both shares of tax for some employees 
and only the employer share for other employees, enter 
the properly calculated amount in column 4. Be sure to 
show your calculations on line 43.


Example—Social security wages decreased. 
Following Example—Wages, tips, and other 
compensation decreased in the instructions for line 6, the 
wages that you counted twice were also taxable social 
security wages. To correct the error, figure the difference 
on Form 941-X as shown.


Column 1 (corrected amount) 7,000.00
Column 2 (Form 941, line 5a, column 1) - 9,000.00
Column 3 (difference) -2,000.00


Use the difference in column 3 to determine your tax 
correction.


Column 3 (difference) -2,000.00
Tax rate (12.4%) x 0.124
Column 4 (tax correction)  -248.00


Be sure to explain the reasons for this correction on 
line 43.
Caution: Before completing line 9 or 10, determine if the 
period of limitations for correcting the line is still open. 
Generally, the period of limitations expired on April 15, 
2024, for wages paid in 2020; April 15, 2025, for wages 
paid in 2021; and April 15, 2026, for wages paid in 2022. 
For more information about the period of limitations, see Is 
There a Deadline for Filing Form 941-X, earlier.
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9. Qualified Sick Leave Wages (For Leave Taken 
After March 31, 2020, and Before April 1, 2021)
Tip: Adjustments to the social security tax on qualified 
sick leave wages and qualified family leave wages for 
leave taken after March 31, 2020, and before April 1, 
2021, are reported on Form 941-X, lines 9 and 10, 
respectively. Adjustments to the nonrefundable portion of 
the credit for qualified sick and family leave wages for 
leave taken after March 31, 2020, and before April 1, 
2021, are reported on Form 941-X, line 17, and 
adjustments to the refundable portion of the credit are 
reported on Form 941-X, line 25. Adjustments to qualified 
health plan expenses allocable to qualified sick leave 
wages and to qualified family leave wages for leave taken 
after March 31, 2020, and before April 1, 2021, are 
reported on Form 941-X, lines 28 and 29, respectively. If 
you claimed the credit for qualified sick and family leave 
wages for leave taken after March 31, 2020, and before 
April 1, 2021, on your original Form 941 for the quarter, 
and you make any corrections on Form 941-X for the 
quarter to amounts used to figure this credit, you’ll need to 
refigure the amount of this credit using Worksheet 1. You’ll 
also use this worksheet to figure this credit if you’re 
claiming the credit for the first time on Form 941-X. For 
more information about the credit for qualified sick and 
family leave wages, go to IRS.gov/PLC.


Qualified sick leave wages paid with respect to leave 
taken after March 31, 2020, and before April 1, 2021, 
aren’t subject to the employer share of social security tax; 
therefore, the tax rate on these wages is 6.2% (0.062). For 
more information about qualified sick leave wages, see 
Definition of qualified sick and family leave wages for 
leave taken after March 31, 2020, and before April 1, 
2021, later, and go to IRS.gov/PLC. If you’re correcting the 
qualified sick leave wages you reported on Form 941, 
line 5a(i), column 1, enter the total corrected amount in 
column 1. In column 2, enter the amount you originally 
reported or as previously corrected. In column 3, enter the 
difference between columns 1 and 2.


 line 9 (column 1)
- line 9 (column 2)


line 9 (column 3) If the amount in column 2 is larger than the 
amount in column 1, use a minus sign in 
column 3.


Multiply the amount in column 3 by 0.062 and enter that 
result in column 4.


line 9 (column 3)
x 0.062


line 9 (column 4) If the amount in column 3 used a minus sign, 
also use a minus sign in column 4.


Caution: If you erroneously reported qualified sick leave 
wages for leave taken after March 31, 2020, and before 
April 1, 2021, on Form 941, line 5a, instead of on 
line 5a(i), you’ll need to make a correction on Form 941-X, 
lines 8 and 9, and enter the properly calculated amount in 
column 4 for each line.


Example—Qualified sick leave wages increased. 
You paid $2,000 of qualified sick leave wages to only one 
of your employees in the first quarter of 2022, for leave 
taken after March 31, 2020, and before April 1, 2021. In 
March 2026, you discovered that you only reported $1,000 
of qualified sick leave wages on Form 941 for the first 
quarter of 2022. To correct the error, figure the difference 
on Form 941-X as shown.


Column 1 (corrected amount) 2,000.00
Column 2 (Form 941, line 5a(i), column 1) - 1,000.00
Column 3 (difference) 1,000.00


Use the difference in column 3 to determine your tax 
correction.


Column 3 (difference) 1,000.00
Tax rate (6.2%) x 0.062
Column 4 (tax correction) 62.00


Be sure to explain the reasons for this correction on 
line 43.
10. Qualified Family Leave Wages (For Leave 
Taken After March 31, 2020, and Before April 1, 
2021)
Qualified family leave wages paid with respect to leave 
taken after March 31, 2020, and before April 1, 2021, 
aren’t subject to the employer share of social security tax; 
therefore, the tax rate on these wages is 6.2% (0.062). For 
more information about qualified family leave wages, see 
Definition of qualified sick and family leave wages for 
leave taken after March 31, 2020, and before April 1, 
2021, later, and go to IRS.gov/PLC. If you’re correcting the 
qualified family leave wages you reported on Form 941, 
line 5a(ii), column 1, enter the total corrected amount in 
column 1. In column 2, enter the amount you originally 
reported or as previously corrected. In column 3, enter the 
difference between columns 1 and 2.


 line 10 (column 1)
- line 10 (column 2)


line 10 (column 3) If the amount in column 2 is larger than the 
amount in column 1, use a minus sign in 
column 3.


Multiply the amount in column 3 by 0.062 and enter that 
result in column 4.


line 10 (column 3)
x 0.062


line 10 (column 4) If the amount in column 3 used a minus sign, 
also use a minus sign in column 4.


Caution: If you erroneously reported qualified family 
leave wages for leave taken after March 31, 2020, and 
before April 1, 2021, on Form 941, line 5a, instead of on 
line 5a(ii), you’ll need to make a correction on Form 941-X, 
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lines 8 and 10, and enter the properly calculated amount 
in column 4 for each line.


Example—Qualified family leave wages 
decreased. You paid $1,000 of qualified family leave 
wages to only one of your employees in the first quarter of 
2022, for leave taken after March 31, 2020, and before 
April 1, 2021. In March 2026, you discovered that you 
erroneously reported $3,000 of qualified family leave 
wages on Form 941 for the first quarter of 2022. To correct 
the error, figure the difference on Form 941-X as shown.


Column 1 (corrected amount) 1,000.00
Column 2 (Form 941, line 5a(ii), column 1) - 3,000.00
Column 3 (difference) -2,000.00


Use the difference in column 3 to determine your tax 
correction.


Column 3 (difference) -2,000.00
Tax rate (6.2%) x 0.062
Column 4 (tax correction) -124.00


Be sure to explain the reasons for this correction on 
line 43.
11. Taxable Social Security Tips
If you’re correcting the taxable social security tips you 
reported on Form 941, line 5b, column 1, enter the total 
corrected amount in column 1. In column 2, enter the 
amount you originally reported or as previously corrected. 
In column 3, enter the difference between columns 1 and 
2.


 line 11 (column 1)
- line 11 (column 2)


line 11 (column 3) If the amount in column 2 is larger than the 
amount in column 1, use a minus sign in 
column 3.


Multiply the amount in column 3 by 0.124 and report 
that result in column 4.


line 11 (column 3)
x 0.124


line 11 (column 4) If the amount in column 3 used a minus sign, 
also use a minus sign in column 4.


If you checked the box on Form 941-X, line 4b or 
line 5c, because you’re correcting only the employer share 
of tax on a decrease to social security tips, use 0.062 
(6.2%) when multiplying the amount shown in column 3. If 
you’re correcting both shares of tax for some employees 
and only the employer share for other employees, report 
the properly calculated amount in column 4. Be sure to 
show your calculations on line 43.


Example—Social security tips increased. Following 
Example—Wages, tips, and other compensation 


increased in the instructions for line 6, the tips that you 
overlooked were also taxable social security tips. To 
correct the error, figure the difference on Form 941-X as 
shown.


Column 1 (corrected amount) 10,000.00
Column 2 (Form 941, line 5b, column 1) - 9,000.00
Column 3 (difference) 1,000.00


Use the difference in column 3 to determine your tax 
correction.


Column 3 (difference) 1,000.00
Tax rate (12.4%) x 0.124
Column 4 (tax correction) 124.00


Be sure to explain the reasons for this correction on 
line 43.
12. Taxable Medicare Wages & Tips
If you’re correcting the taxable Medicare wages and tips 
you reported on Form 941, line 5c, column 1, enter the 
total corrected amount in column 1. In column 2, enter the 
amount you originally reported or as previously corrected. 
In column 3, enter the difference between columns 1 and 
2.


 line 12 (column 1)
- line 12 (column 2)
 line 12 (column 3) If the amount in column 2 is larger than the 


amount in column 1, use a minus sign in 
column 3.


Multiply the amount in column 3 by 0.029 (2.9% tax 
rate) and enter that result in column 4.


line 12 (column 3)
x 0.029


line 12 (column 4) If the amount in column 3 used a minus sign, 
also use a minus sign in column 4.


If you checked the box on Form 941-X, line 4b or 
line 5c, because you’re correcting only the employer share 
of tax on a decrease to Medicare wages and tips, use 
0.0145 (1.45%) when multiplying the amount in column 3. 
If you’re correcting both shares of tax for some employees 
and only the employer share for other employees, enter 
the properly calculated amount in column 4. Be sure to 
explain your calculations on line 43.


Example—Medicare wages and tips decreased. 
Following Example—Wages, tips, and other 
compensation decreased in the instructions for line 6, the 
wages that you counted twice were also taxable Medicare 
wages and tips. To correct the error, figure the difference 
on Form 941-X as shown.
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Column 1 (corrected amount) 7,000.00
Column 2 (Form 941, line 5c, column 1) - 9,000.00
Column 3 (difference) -2,000.00


Use the difference in column 3 to determine your tax 
correction.


Column 3 (difference)  -2,000.00
Tax rate (2.9%) x 0.029
Column 4 (tax correction) -58.00


Be sure to explain the reasons for this correction on 
line 43.
13. Taxable Wages & Tips Subject to Additional 
Medicare Tax Withholding
Generally, you may correct errors to Additional Medicare 
Tax withholding only if you discovered the errors in the 
same calendar year the wages and tips were paid to 
employees. However, you may correct errors to Additional 
Medicare Tax withholding for prior years if the amount 
reported on Form 941, line 5d, column 2, isn’t the amount 
you actually withheld, including any amount you paid on 
behalf of your employee rather than deducting it from the 
employee’s pay (which resulted in additional wages 
subject to tax). This type of error is an administrative error. 
The administrative error adjustment corrects the amount 
reported on Form 941 to agree with the amount actually 
withheld from employees.


You may also correct errors to Additional Medicare Tax 
withholding for prior years if section 3509 rates apply. If 
section 3509 rates apply, see the instructions for lines 19–
22, later.


If a prior-year error was a nonadministrative error, you 
may correct only the wages and tips subject to Additional 
Medicare Tax withholding that were originally reported on 
Form 941, line 5d, column 1, or previously corrected on 
Form 941-X. You can’t correct the tax reported on Form 
941, line 5d, column 2.
Errors discovered in the same calendar year or pri-
or-year administrative errors. If you’re correcting the 
taxable wages and tips subject to Additional Medicare Tax 
withholding that you reported on Form 941, line 5d, 
column 1, enter the total corrected amount in column 1. In 
column 2, enter the amount you originally reported or as 
previously corrected. In column 3, enter the difference 
between columns 1 and 2.


 line 13 (column 1)
- line 13 (column 2)
 line 13 (column 3) If the amount in column 2 is larger than the 


amount in column 1, use a minus sign in 
column 3.


Multiply the amount in column 3 by 0.009 (0.9% tax 
rate) and enter that result in column 4.


line 13 (column 3)
x 0.009


line 13 (column 4) If the amount in column 3 used a minus sign, 
also use a minus sign in column 4.


Example—Prior-year administrative error 
(incorrectly reported amount of Additional Medicare 
Tax actually withheld). Xavier Black’s wages exceeded 
the $200,000 withholding threshold for Additional 
Medicare Tax in November 2025. The total wages paid to 
Xavier for 2025 were $230,000. You withheld $270 
($30,000 x 0.009) from Xavier’s wages. However, on your 
fourth quarter 2025 Form 941, you mistakenly reported 
$3,000 on line 5d, column 1, and Additional Medicare Tax 
withheld of $27 on line 5d, column 2. You discovered the 
error on March 9, 2026. This is an example of an 
administrative error that may be corrected in a later 
calendar year because the amount actually withheld isn’t 
the amount reported on your fourth quarter 2025 Form 
941. Use Form 941-X, line 13, to correct the error as 
shown.


Column 1 (corrected amount) 30,000.00
Column 2 (Form 941, line 5d, column 1) - 3,000.00
Column 3 (difference) 27,000.00


Use the difference in column 3 to determine your tax 
correction.


Column 3 (difference)  27,000.00
Tax rate (0.9%) x 0.009
Column 4 (tax correction)   243.00


Be sure to explain the reasons for this correction on 
line 43.
Prior-year nonadministrative errors. You may correct 
only the taxable wages and tips subject to Additional 
Medicare Tax withholding that you reported on Form 941, 
line 5d, column 1. Enter the total corrected amount in 
column 1. In column 2, enter the amount you originally 
reported or as previously corrected. In column 3, enter the 
difference between columns 1 and 2.


 line 13 (column 1)
- line 13 (column 2)
 line 13 (column 3) If the amount in column 2 is larger than the 


amount in column 1, use a minus sign in 
column 3.


Don’t multiply the amount in column 3 by 0.009 (0.9% 
tax rate). Leave column 4 blank and explain the reasons 
for this correction on line 43.


Example—Prior-year nonadministrative error 
(failure to withhold Additional Medicare Tax when 
required). Sophie Rose’s wages exceeded the $200,000 
withholding threshold for Additional Medicare Tax in 
December 2025. The total wages paid to Sophie for 2025 
were $220,000. You were required to withhold $180 
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($20,000 x 0.009) but you withheld nothing and didn’t 
report an amount on line 5d of your fourth quarter 2025 
Form 941. You discovered the error on March 9, 2026. File 
Form 941-X to correct wages and tips subject to 
Additional Medicare Tax withholding for your 2025 fourth 
quarter Form 941, but you may not correct the Additional 
Medicare Tax withheld (column 4) because the error 
involves a previous year and the amount previously 
reported for Sophie represents the actual amount withheld 
from Sophie during 2025.
Combination of prior-year administrative and nonad-
ministrative errors. If you’re reporting both 
administrative errors and nonadministrative errors for the 
same quarter of a prior year, enter the total corrected 
amount in column 1. In column 2, enter the amount you 
originally reported or as previously corrected. In column 3, 
enter the difference between columns 1 and 2. However, 
multiply only the amount of wages and tips reported in 
column 3 that are related to administrative errors by 0.009 
(0.9% tax rate). Don’t multiply any wages and tips 
reported in column 3 that are related to nonadministrative 
errors by 0.009 (0.9% tax rate). Use line 43 to explain in 
detail your corrections. The explanation must include the 
reasons for the corrections and a breakdown of the 
amount reported in column 3 into the amounts related to 
administrative errors and nonadministrative errors.


Example—Combination of prior-year administrative 
and nonadministrative errors. Xavier Black’s wages 
exceeded the $200,000 withholding threshold for 
Additional Medicare Tax in November 2025. The total 
wages paid to Xavier for 2025 were $230,000. You 
withheld $270 ($30,000 x 0.009) from Xavier’s wages. 
However, on your fourth quarter 2025 Form 941, you 
mistakenly reported $3,000 on line 5d, column 1, and 
Additional Medicare Tax withheld of $27 on line 5d, 
column 2. The difference in wages subject to Additional 
Medicare Tax related to this administrative error is 
$27,000 ($30,000 − $3,000).


Sophie Rose’s wages exceeded the $200,000 
withholding threshold for Additional Medicare Tax in 
December 2025. The total wages paid to Sophie for 2025 
were $220,000. You were required to withhold $180 
($20,000 x 0.009) but you withheld nothing and didn’t 
report Sophie’s $20,000 in wages subject to Additional 
Medicare Tax withholding on line 5d of your fourth quarter 
2025 Form 941.


You discovered both errors on March 9, 2026. Use 
Form 941-X, line 13, to correct the errors as shown.


Column 1 (corrected amount) 50,000.00
Column 2 (Form 941, line 5d, column 1) - 3,000.00
Column 3 (difference) 47,000.00


Determine the portion of wages and tips reported in 
column 3 that is related to the administrative error 
($47,000 - $20,000 (nonadministrative error) = $27,000 
(administrative error)). Multiply this portion of column 3 by 
0.009 (0.9% tax rate) to determine your tax correction.


Difference related to administrative error  27,000.00
Tax rate (0.9%) x 0.009
Column 4 (tax correction) 243.00


Be sure to explain the reasons for these corrections on 
line 43. You must also report that $20,000 of the amount 
shown in column 3 was related to the correction of a 
prior-year nonadministrative error and $27,000 of the 
amount shown in column 3 was related to the correction of 
an administrative error.
14. Section 3121(q) Notice and Demand—Tax on 
Unreported Tips
Enter on line 14 any corrections to amounts reported on 
Form 941, line 5f, for the tax due from a Section 3121(q) 
Notice and Demand. The IRS issues a Section 3121(q) 
Notice and Demand to advise an employer of the amount 
of tips received by employees who failed to report or 
underreported tips to the employer. An employer isn’t 
liable for the employer share of the social security and 
Medicare taxes on unreported tips until a Section 3121(q) 
Notice and Demand for the taxes is made to the employer 
by the IRS.


Be sure to explain the reasons for any corrections on 
line 43.
15. Tax Adjustments
Tip: For purposes of these instructions, all references to 
“sick pay” mean ordinary sick pay, not “qualified sick leave 
wages.”


Use line 15 to correct any adjustments reported on 
Form 941, lines 7–9. Enter in column 1 the total corrected 
amount for Form 941, lines 7–9.


Enter in column 2 the total originally reported or 
previously corrected amounts from Form 941, lines 7–9. In 
column 3, enter the difference between columns 1 and 2.


 line 15 (column 1)
-line 15 (column 2)
 line 15 (column 3)


Tip: You may need to report negative numbers in any 
column. Make sure that the difference you enter in column 
3 accurately represents the change to adjustments 
originally reported or previously corrected on Form 941, 
lines 7–9.


Copy the amount in column 3 to column 4. Include any 
minus sign shown in column 3.


On line 43, describe what you misreported on Form 
941. Tell us if your adjustment is for fractions of cents, 
third-party sick pay, tips, or group-term life insurance.


Example—Current quarter’s third-party sick pay 
underreported. You reported $6,900 (shown as 
“-6,900.00”) as a third-party sick pay adjustment 
(reduction to tax) on line 8 of your 2025 second quarter 
Form 941. You didn’t report any amounts on lines 7 and 9. 
Your third-party sick pay adjustment should’ve been 
$9,600 (shown as “-9,600.00”) because your third-party 
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sick pay payer withheld that amount of social security and 
Medicare taxes from your employees. You discovered the 
error in April of 2026. To correct the error, figure the 
difference on Form 941-X as shown.


Column 1 (corrected amount) -9,600.00
Column 2 (Form 941, line 8) - (6,900.00)
Column 3 (difference) -2,700.00


Here is how you would enter the numbers on Form 
941-X.


Column 1 Column 2 Column 3
(corrected 
amount)


(Form 941, line 8) (difference)


 -9,600.00 -6,900.00 -2,700.00


Report “-2,700.00” as your correction in column 4.
In this example, you’re claiming a credit for $2,700 in 


overreported tax for your 2025 second quarter Form 941. 
Always enter the same amount in column 4 (including any 
minus sign) that you enter in column 3.


Be sure to explain the reasons for this correction on 
line 43.
16. Qualified Small Business Payroll Tax Credit 
for Increasing Research Activities
Caution: The payroll tax credit election must be made on 
or before the due date of the originally filed income tax 
return (including extensions). Any election to take the 
payroll tax credit may be revoked only with the consent of 
the IRS.


If you’re correcting the qualified small business payroll 
tax credit for increasing research activities that you 
reported on Form 941, line 11a (line 11 for quarters 
beginning after 2023), enter the total corrected amount in 
column 1. In column 2, enter the amount you originally 
reported or as previously corrected. In column 3, enter the 
difference between columns 1 and 2.


Copy the amount in column 3 to column 4. However, to 
properly show the amount as a credit or balance due item, 
enter a positive number in column 3 as a negative number 
in column 4 or a negative number in column 3 as a 
positive number in column 4.


You must attach a corrected Form 8974 and explain the 
reasons for this correction on line 43.
Tip: Form 941-X and these instructions use the terms 
“nonrefundable” and “refundable” when discussing 
credits. The term “nonrefundable” means the portion of 
the credit that is limited by law to certain taxes. The term 
“refundable” means the portion of the credit that is in 
excess of those taxes.
17. Nonrefundable Portion of Credit for Qualified 
Sick and Family Leave Wages for Leave Taken 
After March 31, 2020, and Before April 1, 2021
Caution: Before completing line 17, determine if the 
period of limitations for correcting the line is still open. 
Generally, the period of limitations expired on April 15, 


2024, for wages paid in 2020; April 15, 2025, for wages 
paid in 2021; and April 15, 2026, for wages paid in 2022. 
For more information about the period of limitations, see Is 
There a Deadline for Filing Form 941-X, earlier.


For corrections to Form 941, line 11b, the credit for 
qualified sick and family leave wages is only available for 
wages paid with respect to leave taken after March 31, 
2020, and before April 1, 2021. Don’t enter an amount on 
line 17 if you’re correcting a quarter that began before 
April 1, 2020.


If you’re correcting the nonrefundable portion of the 
credit for qualified sick and family leave wages for leave 
taken after March 31, 2020, and before April 1, 2021, that 
you reported on Form 941, line 11b, enter the total 
corrected amount from Worksheet 1, Step 2, line 2j, in 
column 1. In column 2, enter the amount you originally 
reported or as previously corrected. In column 3, enter the 
difference between columns 1 and 2. For more information 
about the credit for qualified sick and family leave wages, 
go to IRS.gov/PLC.


Copy the amount in column 3 to column 4. However, to 
properly show the amount as a credit or balance due item, 
enter a positive number in column 3 as a negative number 
in column 4 or a negative number in column 3 as a 
positive number in column 4.
Definition of qualified sick and family leave wages for 
leave taken after March 31, 2020, and before April 1, 
2021. For purposes of the credit for qualified sick and 
family leave wages, qualified sick and family leave wages 
are wages for social security and Medicare tax purposes, 
determined without regard to the exclusions from the 
definition of employment under sections 3121(b)(1)–(22), 
that an employer pays that otherwise meet the 
requirements of the Emergency Paid Sick Leave Act 
(EPSLA) or the Emergency Family and Medical Leave 
Expansion Act (Expanded FMLA), as enacted under the 
FFCRA and amended by the COVID-related Tax Relief Act 
of 2020. However, don’t include any wages otherwise 
excluded under sections 3121(b)(1)–(22) when reporting 
qualified sick and family leave wages on your employment 
tax return and when figuring the credit on Worksheet 1, 
Step 2, lines 2a and 2a(i), and on Step 2, lines 2e and 
2e(i). Instead, include qualified sick leave wages and 
qualified family leave wages excluded from the definition 
of employment under sections 3121(b)(1)–(22) separately 
in Step 2, line 2a(iii) and/or line 2e(iii), respectively, before 
you figure your total credit in Step 2, line 2d (credit for 
qualified sick leave wages), or Step 2, line 2h (credit for 
qualified family leave wages).


The April 2020 revision and July 2020 revision of the 
Instructions for Form 941 were released before the 
COVID-related Tax Relief Act of 2020 was enacted on 
December 27, 2020; therefore, Worksheet 1, in those 
Instructions for Form 941, didn’t include lines to add the 
wages that meet an exclusion under sections 3121(b)(1)–
(22) when figuring the credits for qualified sick and family 
leave wages. If your Form 941 for the second, third, or 
fourth quarter of 2020 didn’t claim the correct amount of 
the credit for qualified sick and family leave wages 
because you paid qualified sick leave wages and/or 
qualified family leave wages that meet an exclusion under 
sections 3121(b)(1)–(22) and the period of limitations is 
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still open, you may file Form 941-X and complete 
Worksheet 1 to claim the correct amount of the credit. 
You’ll also include on Form 941-X, lines 28 and 29, and on 
Worksheet 1 any qualified health plan expenses allocable 
to those wages. The appropriate lines related to the 
exclusions under sections 3121(b)(1)–(22) were added to 
Worksheet 1 in the first quarter 2021 Instructions for Form 
941 (Revised March 2021).


Example—Nonrefundable portion of credit for 
qualified sick and family leave wages increased. 
Following Example—Qualified sick leave wages increased 
in the instructions for line 9, you originally reported a 
$1,000 nonrefundable portion of the credit for qualified 
sick and family leave wages on Form 941, line 11b, for the 
first quarter of 2022, for leave taken after March 31, 2020, 
and before April 1, 2021. You use Worksheet 1 to refigure 
the correct nonrefundable portion of the credit for qualified 
sick and family leave wages and you determine that the 
correct credit is now $2,000. To correct the error, figure the 
difference on Form 941-X as shown.


Column 1 (corrected amount) 2,000.00
Column 2 (Form 941, line 11b) - 1,000.00
Column 3 (difference) 1,000.00


To properly show the credit increase as a reduction to 
your tax balance, enter the positive number in column 3 as 
a negative number in column 4. Here is how you would 
enter the numbers on Form 941-X, line 17.


Column 1 Column 2 Column 3 Column 4
(corrected 
amount)


(Form 941, 
line 11b)


(difference) (tax correction)


 2,000.00 1,000.00 1,000.00 -1,000.00


Be sure to explain the reasons for this correction on 
line 43.
18b. Nonrefundable Portion of Credit for 
Qualified Sick and Family Leave Wages for 
Leave Taken After March 31, 2021, and Before 
October 1, 2021
Caution: Before completing line 18b, determine if the 
period of limitations for correcting the line is still open. 
Generally, the period of limitations expired on April 15, 
2025, for wages paid in 2021; and April 15, 2026, for 
wages paid in 2022. For more information about the 
period of limitations, see Is There a Deadline for Filing 
Form 941-X, earlier.


For corrections to Form 941, line 11d, the credit for 
qualified sick and family leave wages is only available for 
wages paid with respect to leave taken after March 31, 
2021, and before October 1, 2021. Don’t enter an amount 
on line 18b if you’re correcting a quarter that began before 
April 1, 2021.


If you’re correcting the nonrefundable portion of the 
credit for qualified sick and family leave wages for leave 
taken after March 31, 2021, and before October 1, 2021, 
that you reported on Form 941, line 11d, enter the total 
corrected amount from Worksheet 2, Step 2, line 2r, in 


column 1. In column 2, enter the amount you originally 
reported or as previously corrected. In column 3, enter the 
difference between columns 1 and 2. For more information 
about the credit for qualified sick and family leave wages, 
go to IRS.gov/PLC.


Copy the amount in column 3 to column 4. However, to 
properly show the amount as a credit or balance due item, 
enter a positive number in column 3 as a negative number 
in column 4 or a negative number in column 3 as a 
positive number in column 4. For an example of how to 
report amounts in columns 1–4 for an employment tax 
credit, see the instructions for line 17, earlier.
Definition of qualified sick and family leave wages for 
leave taken after March 31, 2021, and before October 
1, 2021. For purposes of this credit, qualified sick leave 
wages and qualified family leave wages are wages for 
social security and Medicare tax purposes, determined 
without regard to the exclusions from the definition of 
employment under sections 3121(b)(1)–(22), that an 
employer pays that otherwise meet the requirements of 
the EPSLA or Expanded FMLA, as enacted under the 
FFCRA and amended for purposes of the ARP. Taxable 
qualified sick leave wages and qualified family leave 
wages for leave taken after March 31, 2021, and before 
October 1, 2021, were included on Form 941, line 5a, 
column 1, and can be adjusted only on Form 941-X, line 8. 
Total qualified sick and family leave wages for leave taken 
after March 31, 2021, and before October 1, 2021, 
including any qualified leave wages that were above the 
social security wage base limit and any qualified leave 
wages excluded from the definition of employment under 
sections 3121(b)(1)–(22), were included on Form 941, 
lines 23 and 26, respectively, and can be adjusted only on 
Form 941-X, lines 35 and 38, respectively. Use Worksheet 
2 to figure your credit.


Be sure to explain the reasons for this correction on 
line 43.
18c. Nonrefundable Portion of COBRA Premium 
Assistance Credit
COBRA premium assistance was available for periods of 
coverage beginning on or after April 1, 2021, through 
periods of coverage beginning on or before September 
30, 2021. For more information, see Credit for COBRA 
premium assistance payments is limited to periods of 
coverage beginning on or after April 1, 2021, through 
periods of coverage beginning on or before September 
30, 2021 under Reminders, earlier. Use line 18c only for 
corrections to quarters beginning after March 31, 2021.
Tip: Premium payees that receive an election from an 
assistance eligible individual are entitled to the COBRA 
premium assistance credit for premiums not paid during 
the quarter in which the election is received. See Notice 
2021-31 for more information.


If you’re correcting the nonrefundable portion of the 
COBRA premium assistance credit that you reported on 
Form 941, line 11e, enter the total corrected amount from 
Worksheet 3, Step 2, line 2g, in column 1. In column 2, 
enter the amount you originally reported or as previously 
corrected. In column 3, enter the difference between 
columns 1 and 2.
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Copy the amount in column 3 to column 4. However, to 


properly show the amount as a credit or balance due item, 
enter a positive number in column 3 as a negative number 
in column 4 or a negative number in column 3 as a 
positive number in column 4. For an example of how to 
report amounts in columns 1–4 for an employment tax 
credit, see the instructions for line 17, earlier.


Be sure to explain the reasons for this correction on 
line 43.
18d. Number of Individuals Provided COBRA 
Premium Assistance
Use line 18d only for corrections to quarters beginning 
after March 31, 2021.


If you’re correcting the number of individuals provided 
COBRA premium assistance that you reported on Form 
941, line 11f, enter the total corrected amount in column 1. 
In column 2, enter the amount you originally reported or as 
previously corrected. In column 3, enter the difference 
between columns 1 and 2.


Be sure to explain the reasons for this correction on 
line 43.
19–22. Special Additions to Wages for Federal 
Income Tax, Social Security Taxes, Medicare 
Taxes, and Additional Medicare Tax
Section 3509 provides special rates for the employee 
share of federal income tax, social security tax, Medicare 
tax, and Additional Medicare Tax withholding when 
workers are reclassified as employees in certain 
circumstances. The applicable rate depends on whether 
you filed required information returns. An employer can’t 
recover any tax paid under this provision from the 
employees. The full employer share of social security tax 
and Medicare tax is due for all reclassifications.
Caution: Section 3509 rates aren’t available if you 
intentionally disregarded the requirements to withhold 
taxes from the employee, or if you withheld federal income 
tax but didn’t withhold social security and Medicare taxes. 
Section 3509 rates are also not available for certain 
statutory employees.


On lines 19–22, enter only corrections to wages 
resulting from reclassifying certain workers as employees 
when section 3509 rates are used to calculate the taxes.


If the employer issued the required information returns, 
use the section 3509 rates as follows.
• For social security taxes, use the employer rate of 6.2% 
plus 20% of the employee rate of 6.2%, for a total rate of 
7.44% of wages.
• For Medicare taxes, use the employer rate of 1.45% 
plus 20% of the employee rate of 1.45%, for a total rate of 
1.74% of wages.
• For Additional Medicare Tax, 0.18% (20% of the 
employee rate of 0.9%) of wages subject to Additional 
Medicare Tax.
• For federal income tax withholding, the rate is 1.5% of 
wages.


If the employer didn’t issue the required information 
returns, use the section 3509 rates as follows.


• For social security taxes, use the employer rate of 6.2% 
plus 40% of the employee rate of 6.2%, for a total rate of 
8.68% of wages.
• For Medicare taxes, use the employer rate of 1.45% 
plus 40% of the employee rate of 1.45%, for a total rate of 
2.03% of wages.
• For Additional Medicare Tax, 0.36% (40% of the 
employee rate of 0.9%) of wages subject to Additional 
Medicare Tax.
• For federal income tax withholding, the rate is 3.0% of 
wages.


Unlike some other lines on Form 941-X, enter in column 
1 only the corrected wages for workers being reclassified, 
not the amount paid to all employees. Enter in column 2 
previously reported wages (if any) to reclassified 
employees. To get the amount for column 4, use the 
applicable section 3509 rates. If you filed the required 
information returns for some employees but didn’t file 
them for other employees, be sure to use the applicable 
rates for each employee when calculating the amounts in 
column 4 and show your calculations on line 43. The tax 
correction in column 4 will be a positive number if you 
increased the amount of wages you previously reported. 
See the instructions for line 42, later, for more information.
23. Subtotal
Combine the amounts from column 4 on lines 7–22 and 
enter the result on line 23.


Example. You entered “1,400.00” in column 4 on 
line 7, “-500.00” in column 4 on line 8, and “-100.00” in 
column 4 on line 12. Combine these amounts and enter 
“800.00” in column 4 on line 23.


Line 7 1,400.00
Line 8 (500.00)
Line 12 + (100.00)
Line 23 800.00


25. Refundable Portion of Credit for Qualified 
Sick and Family Leave Wages for Leave Taken 
After March 31, 2020, and Before April 1, 2021
Caution: Before completing line 25, determine if the 
period of limitations for correcting the line is still open. 
Generally, the period of limitations expired on April 15, 
2024, for wages paid in 2020; April 15, 2025, for wages 
paid in 2021; and April 15, 2026, for wages paid in 2022. 
For more information about the period of limitations, see Is 
There a Deadline for Filing Form 941-X, earlier.


For corrections to Form 941, line 13c, the credit for 
qualified sick and family leave wages is only available for 
wages paid with respect to leave taken after March 31, 
2020, and before April 1, 2021. Don’t enter an amount on 
line 25 if you’re correcting a quarter that began before 
April 1, 2020.


If you’re correcting the refundable portion of the credit 
for qualified sick and family leave wages for leave taken 
after March 31, 2020, and before April 1, 2021, that you 
reported on Form 941, line 13c, enter the total corrected 
amount from Worksheet 1, Step 2, line 2k, in column 1. In 
column 2, enter the amount you originally reported or as 
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previously corrected. In column 3, enter the difference 
between columns 1 and 2. For more information about the 
credit for qualified sick and family leave wages, go to 
IRS.gov/PLC.


Copy the amount in column 3 to column 4. However, to 
properly show the amount as a credit or balance due item, 
enter a positive number in column 3 as a negative number 
in column 4 or a negative number in column 3 as a 
positive number in column 4. For an example of how to 
report amounts in columns 1–4 for an employment tax 
credit, see the instructions for line 17, earlier.


Be sure to explain the reasons for this correction on 
line 43.
26b. Refundable Portion of Credit for Qualified 
Sick and Family Leave Wages for Leave Taken 
After March 31, 2021, and Before October 1, 
2021
Caution: Before completing line 26b, determine if the 
period of limitations for correcting the line is still open. 
Generally, the period of limitations expired on April 15, 
2025, for wages paid in 2021; and April 15, 2026, for 
wages paid in 2022. For more information about the 
period of limitations, see Is There a Deadline for Filing 
Form 941-X, earlier.


For corrections to Form 941, line 13e, the credit for 
qualified sick and family leave wages is only available for 
wages paid with respect to leave taken after March 31, 
2021, and before October 1, 2021. Don’t enter an amount 
on line 26b if you’re correcting a quarter that began before 
April 1, 2021.


If you’re correcting the refundable portion of the credit 
for qualified sick and family leave wages for leave taken 
after March 31, 2021, and before October 1, 2021, that 
you reported on Form 941, line 13e, enter the total 
corrected amount from Worksheet 2, Step 2, line 2s, in 
column 1. In column 2, enter the amount you originally 
reported or as previously corrected. In column 3, enter the 
difference between columns 1 and 2. For more information 
about the credit for qualified sick and family leave wages, 
go to IRS.gov/PLC.


Copy the amount in column 3 to column 4. However, to 
properly show the amount as a credit or balance due item, 
enter a positive number in column 3 as a negative number 
in column 4 or a negative number in column 3 as a 
positive number in column 4. For an example of how to 
report amounts in columns 1–4 for an employment tax 
credit, see the instructions for line 17, earlier.


Be sure to explain the reasons for this correction on 
line 43.
26c. Refundable Portion of COBRA Premium 
Assistance Credit
COBRA premium assistance was available for periods of 
coverage beginning on or after April 1, 2021, through 
periods of coverage beginning on or before September 
30, 2021. For more information, see Credit for COBRA 
premium assistance payments is limited to periods of 
coverage beginning on or after April 1, 2021, through 
periods of coverage beginning on or before September 


30, 2021 under Reminders, earlier. Use line 26c only for 
corrections to quarters beginning after March 31, 2021.


If you’re correcting the refundable portion of the 
COBRA premium assistance credit that you reported on 
Form 941, line 13f, enter the total corrected amount from 
Worksheet 3, Step 2, line 2h, in column 1. In column 2, 
enter the amount you originally reported or as previously 
corrected. In column 3, enter the difference between 
columns 1 and 2.


Copy the amount in column 3 to column 4. However, to 
properly show the amount as a credit or balance due item, 
enter a positive number in column 3 as a negative number 
in column 4 or a negative number in column 3 as a 
positive number in column 4. For an example of how to 
report amounts in columns 1–4 for an employment tax 
credit, see the instructions for line 17, earlier.


Be sure to explain the reasons for this correction on 
line 43.
27. Total
Combine the amounts from column 4 on lines 23–26c and 
enter the result on line 27.
Your credit. If the amount entered on line 27 is less than 
zero, for example, “-115.00,” you have a credit because 
you overreported your federal employment taxes.
• If you checked the box on line 1, include this amount on 
the “Total deposits” line of Form 941 for the quarter during 
which you filed Form 941-X. If you currently file Form 944 
because your filing requirement changed, include this 
amount on the “Total deposits” line of Form 944 for the 
year during which you filed Form 941-X. Don’t make any 
changes to your record of federal tax liability reported on 
Form 941, line 16, or Schedule B (Form 941) if your Form 
941-X is filed timely. The amounts reported on the record 
should reflect your actual tax liability for the period.
• If you checked the box on line 2, you’re filing a claim for 
refund or abatement of the amount shown.


If your credit is less than $1, we will send a refund or 
apply it only if you ask us in writing to do so.
Amount you owe. If the amount on line 27 is a positive 
number, you must pay the amount you owe by the time 
you file Form 941-X. You may not use any credit that you 
show on another Form 941-X to pay the amount you owe, 
even if you filed for the amount you owe and the credit at 
the same time.


If you owe tax and are filing a timely Form 941-X, don’t 
file an amended Schedule B (Form 941) unless you were 
assessed an FTD penalty caused by an incorrect, 
incomplete, or missing Schedule B (Form 941). Don’t 
include the tax increase reported on Form 941-X on any 
amended Schedule B (Form 941) you file.


If you owe tax and are filing a late Form 941-X, that is, 
after the due date for Form 941 for the quarter in which 
you discovered the error, you must file an amended 
Schedule B (Form 941) with the Form 941-X. Otherwise, 
the IRS may assess an “averaged” FTD penalty. The total 
tax reported on the “Total liability for the quarter” line of 
Schedule B (Form 941) must match the corrected tax 
(Form 941, line 12, combined with any correction reported 
on Form 941-X, line 23) for the quarter, less any previous 
abatements and interest-free tax assessments.
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Payment methods. You’re encouraged to pay the 


amount you owe on line 27 electronically by electronic 
funds transfer (EFT), or by credit or debit card. An EFT 
can be made using the Electronic Federal Tax Payment 
System (EFTPS), IRS Direct Pay, or your IRS business tax 
account. If you can’t pay electronically, pay by check or 
money order.
• For more information about EFTPS, go to EFTPS.gov or 
call 800-555-4477 (800-244-4829 (Spanish) or 
303-967-5916 if you’re outside the United States (toll 
call)). To contact EFTPS using Telecommunications Relay 
Services (TRS) for people who are deaf, hard of hearing, 
or have a speech disability, dial 711 and then provide the 
TRS assistant the 800-555-4477 number above or 
800-733-4829. Additional information about EFTPS is also 
available in Pub. 966.
• To pay using IRS Direct Pay, go to IRS.gov/DirectPay.
• For more information about making payments through 
your IRS business tax account, go to IRS.gov/
BusinessAccount.
• To pay by credit or debit card, go to IRS.gov/
PayByCard. Your payment will be processed by a payment 
processor who will charge a processing fee.
• If you pay by check or money order, make it payable to 
“United States Treasury.” On your check or money order, 
be sure to write your EIN, “Form 941-X,” the calendar 
quarter you corrected (for example, “Quarter 2”), and the 
calendar year of the quarter you corrected.


You don’t have to pay if the amount you owe is less than 
$1.


Previously assessed FTD penalty.  If line 27 reflects 
overreported tax and the IRS previously assessed an FTD 
penalty, you may be able to reduce the penalty. For more 
information, see the Instructions for Schedule B (Form 
941).
Lines 28, 29, and 35–40
For lines 28, 29, and 35–40, you’ll only enter amounts in 
columns 1, 2, and 3. These lines don’t have an entry 
space for column 4 because these adjustments don’t 
directly result in an increase or decrease to your tax. The 
amounts entered on lines 28, 29, and 35–40 are amounts 
that you use on Worksheets 1–3, as applicable, to figure 
your credits. If you reported an incorrect amount on lines 
19, 20, and 23–28 on your original Form 941, then you’ll 
use lines 28, 29, and 35–40, respectively, of Form 941-X 
to report the corrections. Use Worksheets 1–3, as 
applicable, to refigure your credits based on the corrected 
amounts reported in column 1. Be sure to explain the 
reasons for your corrections on line 43.
Caution: Before completing line(s) 28, 29, or 35–40, 
determine if the period of limitations for correcting the line 
is still open. Generally, the period of limitations expired on 
April 15, 2024, for wages paid in 2020; April 15, 2025, for 
wages paid in 2021; and April 15, 2026, for wages paid in 
2022. For more information about the period of limitations, 
see Is There a Deadline for Filing Form 941-X, earlier.


28. Qualified Health Plan Expenses Allocable to 
Qualified Sick Leave Wages for Leave Taken 
After March 31, 2020, and Before April 1, 2021
If you’re correcting the qualified health plan expenses 
allocable to qualified sick leave wages for leave taken after 
March 31, 2020, and before April 1, 2021, that you 
reported on Form 941, line 19, enter the total corrected 
amount for all employees in column 1. In column 2, enter 
the amount you originally reported or as previously 
corrected. In column 3, enter the difference between 
columns 1 and 2. Enter the corrected amount from column 
1 on Worksheet 1, Step 2, line 2b.


Be sure to explain the reasons for this correction on 
line 43.
29. Qualified Health Plan Expenses Allocable to 
Qualified Family Leave Wages for Leave Taken 
After March 31, 2020, and Before April 1, 2021
If you’re correcting the qualified health plan expenses 
allocable to qualified family leave wages for leave taken 
after March 31, 2020, and before April 1, 2021, that you 
reported on Form 941, line 20, enter the total corrected 
amount for all employees in column 1. In column 2, enter 
the amount you originally reported or as previously 
corrected. In column 3, enter the difference between 
columns 1 and 2. Enter the corrected amount from column 
1 on Worksheet 1, Step 2, line 2f.


Be sure to explain the reasons for this correction on 
line 43.
35. Qualified Sick Leave Wages for Leave Taken 
After March 31, 2021, and Before October 1, 
2021
If you’re correcting the qualified sick leave wages for leave 
taken after March 31, 2021, and before October 1, 2021, 
that you reported on Form 941, line 23, enter the total 
corrected amount in column 1. In column 2, enter the 
amount you originally reported or as previously corrected. 
In column 3, enter the difference between columns 1 and 
2. Enter the corrected amount from column 1 on 
Worksheet 2, Step 2, line 2a.


Be sure to explain the reasons for this correction on 
line 43.
36. Qualified Health Plan Expenses Allocable to 
Qualified Sick Leave Wages for Leave Taken 
After March 31, 2021, and Before October 1, 
2021
If you’re correcting the qualified health plan expenses 
allocable to qualified sick leave wages for leave taken after 
March 31, 2021, and before October 1, 2021, that you 
reported on Form 941, line 24, enter the total corrected 
amount for all employees in column 1. In column 2, enter 
the amount you originally reported or as previously 
corrected. In column 3, enter the difference between 
columns 1 and 2. Enter the corrected amount from column 
1 on Worksheet 2, Step 2, line 2b.


Be sure to explain the reasons for this correction on 
line 43.
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37. Amounts Under Certain Collectively 
Bargained Agreements Allocable to Qualified 
Sick Leave Wages for Leave Taken After March 
31, 2021, and Before October 1, 2021
If you’re correcting the amounts under certain collectively 
bargained agreements allocable to qualified sick leave 
wages for leave taken after March 31, 2021, and before 
October 1, 2021, that you reported on Form 941, line 25, 
enter the total corrected amount for all employees in 
column 1. In column 2, enter the amount you originally 
reported or as previously corrected. In column 3, enter the 
difference between columns 1 and 2. Enter the corrected 
amount from column 1 on Worksheet 2, Step 2, line 2c.


Be sure to explain the reasons for this correction on 
line 43.
38. Qualified Family Leave Wages for Leave 
Taken After March 31, 2021, and Before October 
1, 2021
If you’re correcting the qualified family leave wages for 
leave taken after March 31, 2021, and before October 1, 
2021, that you reported on Form 941, line 26, enter the 
total corrected amount in column 1. In column 2, enter the 
amount you originally reported or as previously corrected. 
In column 3, enter the difference between columns 1 and 
2. Enter the corrected amount from column 1 on 
Worksheet 2, Step 2, line 2g.


Be sure to explain the reasons for this correction on 
line 43.
39. Qualified Health Plan Expenses Allocable to 
Qualified Family Leave Wages for Leave Taken 
After March 31, 2021, and Before October 1, 
2021
If you’re correcting the qualified health plan expenses 
allocable to qualified family leave wages for leave taken 
after March 31, 2021, and before October 1, 2021, that 
you reported on Form 941, line 27, enter the total 
corrected amount for all employees in column 1. In column 
2, enter the amount you originally reported or as 
previously corrected. In column 3, enter the difference 
between columns 1 and 2. Enter the corrected amount 
from column 1 on Worksheet 2, Step 2, line 2h.


Be sure to explain the reasons for this correction on 
line 43.
40. Amounts Under Certain Collectively 
Bargained Agreements Allocable to Qualified 
Family Leave Wages for Leave Taken After 
March 31, 2021, and Before October 1, 2021
If you’re correcting the amounts under certain collectively 
bargained agreements allocable to qualified family leave 
wages for leave taken after March 31, 2021, and before 
October 1, 2021, that you reported on Form 941, line 28, 
enter the total corrected amount for all employees in 
column 1. In column 2, enter the amount you originally 
reported or as previously corrected. In column 3, enter the 
difference between columns 1 and 2. Enter the corrected 
amount from column 1 on Worksheet 2, Step 2, line 2i.


Be sure to explain the reasons for this correction on 
line 43.
Part 4: Explain Your Corrections for 
This Quarter
41. Corrections of Both Underreported and 
Overreported Amounts
Check the box on line 41 if any corrections you entered on 
line(s) 7–17, 18b–22, 25, 26b, 26c, 28, 29, or 35–40, 
column 3, reflect both underreported and overreported 
amounts.


Example. If you had an increase to social security 
wages of $15,000 for Xavier Black and a decrease to 
social security wages of $5,000 for Sophie Rose, you 
would enter $10,000 on line 8, column 3. That $10,000 
represents the net change from corrections.


On line 43, you must explain the reasons for both the 
$15,000 increase and the $5,000 decrease.
42. Did You Reclassify Any Workers?
Check the box on line 42 if you reclassified any workers to 
be independent contractors or nonemployees. Also, check 
this box if the IRS (or you) determined that workers you 
treated as independent contractors or nonemployees 
should be classified as employees. On line 43, give us a 
detailed reason why any worker was reclassified and, if 
you used section 3509 rates on lines 19–22 for any worker 
reclassified as an employee, explain why section 3509 
rates apply and what rates you used.
Return not filed because you didn’t treat any workers 
as employees. If you didn’t previously file Form 941 
because you mistakenly treated all workers as 
independent contractors or nonemployees, file a Form 
941 for each delinquent quarter.


On each Form 941 for which you’re entitled to use 
section 3509 rates, complete the following steps.
• Write “Misclassified Employee” in bold letters across 
the top margin of page 1.
• Enter a zero on line 12.
• Complete the signature area.
• Attach a completed Form 941-X (see instructions next).


On each Form 941-X, complete the following steps.
• Complete the top of Form 941-X, including the date you 
discovered the error.
• Enter the wage amounts on lines 19–22, column 1.
• Enter zeros on lines 19–22, column 2.
• Complete columns 3 and 4 as instructed in Part 3.
• Provide a detailed statement on line 43.
• Complete the signature area.
Caution: If you can’t use section 3509 rates (for example, 
because the workers you treated as nonemployees were 
certain statutory employees), file a Form 941 for each 
delinquent quarter. Write “Misclassified Employees” in 
bold letters across the top margin of page 1 of each Form 
941. Complete Form 941 using the Instructions for Form 
941. Attach a Form 941-X to each Form 941. Complete 
the top of Form 941-X, including the date you discovered 
the error, and provide a detailed explanation on line 43.
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43. Explain Your Corrections
Treasury regulations require you to explain in detail the 
grounds and facts relied upon to support each correction. 
On line 43, describe in detail each correction you entered 
in column 4 on lines 7–17, 18b–22, 25, 26b, and 26c. Also, 
use line 43 to describe corrections made on lines 6, 28–
29, and 35–40. If you need more space, attach additional 
sheets, but be sure to write your name, EIN, “Form 941-X,” 
the quarter you’re correcting (for example, “Quarter 2”), 
and the calendar year of the quarter you’re correcting on 
the top of each sheet.


You must describe the events that caused the 
underreported or overreported amounts. Explanations 
such as “social security and Medicare wages were 
overstated” or “administrative/payroll errors were 
discovered” or “taxes were not withheld” are insufficient 
and may delay processing your Form 941-X because the 
IRS may need to ask for a more complete explanation.


Provide the following information in your explanation for 
each correction.
• Form 941-X line number(s) affected.
• Date you discovered the error.
• Difference (amount of the error).
• Cause of the error.
You may report the information in paragraph form. The 
following paragraph is an example.


“The $1,000 difference shown in column 3 on lines 6, 8, 
and 12 was discovered on May 11, 2026, during an 
internal payroll audit. We discovered that we included 
$1,000 of wages for one of our employees twice. This 
correction removes the reported wages that were never 
paid.”


For corrections shown on lines 19–22, explain why the 
correction was necessary and attach any notice you 
received from the IRS.
Part 5: Sign Here
You must complete all five pages of Form 941-X and sign 
it on page 5. If you don’t sign, processing of Form 941-X 
will be delayed.
Who must sign Form 941-X? The following persons are 
authorized to sign the return for each type of business 
entity.
• Sole proprietorship—The individual who owns the 
business.


• Corporation (including a limited liability company 
(LLC) treated as a corporation)—The president, the 
vice president, or other principal officer duly authorized to 
sign.
• Partnership (including an LLC treated as a 
partnership) or unincorporated organization—A 
responsible and duly authorized member, partner, or 
officer having knowledge of its affairs.
• Single-member LLC treated as a disregarded entity 
for federal income tax purposes—The owner of the 
LLC or a principal officer duly authorized to sign.
• Trust or estate—The fiduciary.


Form 941-X may also be signed by a duly authorized 
agent of the taxpayer if a valid power of attorney has been 
filed.
Alternative signature method. Corporate officers or 
duly authorized agents may sign Form 941-X by rubber 
stamp, mechanical device, or computer software program. 
For details and required documentation, see Rev. Proc. 
2005-39. You can find Rev. Proc. 2005-39, 2005-28 I.R.B. 
82, at IRS.gov/irb/2005-28_IRB#RP-2005-39.
Paid Preparer Use Only
A paid preparer must sign Form 941-X and provide the 
information in the Paid Preparer Use Only section of Part 5 
if the preparer was paid to prepare Form 941-X and isn’t 
an employee of the filing entity. Paid preparers must sign 
paper returns with a manual signature. The preparer must 
give you a copy of the return in addition to the copy to be 
filed with the IRS.


If you’re a paid preparer, enter your preparer tax 
identification number (PTIN) in the space provided. 
Include your complete address. If you work for a firm, 
enter the firm’s name and the EIN of the firm. You can 
apply for a PTIN online or by filing Form W-12. For more 
information about applying for a PTIN online, go to 
IRS.gov/PTIN. You can’t use your PTIN in place of the EIN 
of the tax preparation firm.


Generally, you’re not required to complete this section if 
you’re filing the return as a reporting agent and have a 
valid Form 8655 on file with the IRS. However, a reporting 
agent must complete this section if the reporting agent 
offered legal advice, for example, advising the client on 
determining whether its workers are employees or 
independent contractors for federal tax purposes.
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Worksheet 1. Adjusted Credit for Qualified Sick and Family Leave Wages for Leave Taken After March 31, 
2020, and Before April 1, 2021
Keep for Your Records


You must use this worksheet if you claimed the credit for qualified sick and family leave wages for leave taken after March 31, 2020, and 
before April 1, 2021, on your original Form 941 and you correct any amounts used to figure the credit for qualified sick and family leave 
wages for leave taken after March 31, 2020, and before April 1, 2021. You’ll also use this worksheet to figure this credit if you’re claiming it 
for the first time on Form 941-X. If you’re a third-party payer, you must complete this worksheet for each client for which it is applicable, on a 
client-by-client basis. 
Step 1. Determine the corrected employer share of social security tax this quarter after it is reduced by any credit 


claimed on Form 8974, Form 5884-C, and/or Form 5884-D
1a Enter the amount of social security wages from Form 941, Part 1, line 5a, column 1, 


or, if corrected, the amount from Form 941-X, line 8, column 1 . . . . . . . . . . . . . . . . . 1a  
1b Enter the amount of social security tips from Form 941, Part 1, line 5b, column 1, or, 


if corrected, the amount from Form 941-X, line 11, column 1 . . . . . . . . . . . . . . . . . . . 1b  
1c Add lines 1a and 1b . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1c  
1d Multiply line 1c by 6.2% (0.062) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1d  
1e If you’re a third-party payer of sick pay that isn’t an agent and you’re claiming credits 


for amounts paid to your employees, enter the employer share of social security tax 
included on Form 941, Part 1, line 8, or, if corrected, the amount of the employer 
share of social security tax on sick pay that you included on Form 941-X, line 15, 
column 1 (enter as a negative number) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1e  


1f Employer share of social security tax included on Form 941-X, line 20, 
column 4 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1f  


1g If you received a Section 3121(q) Notice and Demand during the quarter, enter the 
amount of the employer share of social security tax from the notice . . . . . . . . . . . . . 1g  


1h Employer share of social security tax. Combine lines 1d, 1e, 1f, and 1g . . . . . . . 1h  
1i Enter the amount from Form 8974, line 12 (including any amended Form 8974 


attached to Form 941-X) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1i  
1j Enter the amount from Form 5884-C, line 11, for this quarter (for quarters ending 


before April 1, 2021, this amount was also included on Form 941, Part 3, line 23, or, 
if corrected, the amount from Form 941-X, line 32, column 1) . . . . . . . . . . . . . . . . . . 1j  


1j(i) Enter the amount from Form 5884-D, line 12, for this quarter . . . . . . . . . . . . . . . . . . 1j(i)  
1k Total nonrefundable credits already used against the employer share of 


social security tax. Add lines 1i, 1j, and 1j(i) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1k  
1l Employer share of social security tax remaining. Subtract line 1k 


from line 1h . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1l  


Step 2. Figure the sick and family leave credit
2a Qualified sick leave wages reported on Form 941, Part 1, line 5a(i), column 1, or, if 


corrected, the amount from Form 941-X, line 9, column 1 . . . . . . . . . . . . . . . . . . . . . 2a  
2a(i) Qualified sick leave wages included on Form 941, Part 1, line 5c, or, if corrected, the 


amount from Form 941-X, line 12, column 1, but not included on Form 941, Part 1, 
line 5a(i), column 1, or Form 941-X, line 9, column 1, because the wages reported 
on that line were limited by the social security wage base . . . . . . . . . . . . . . . . . . . . . 2a(i)  


2a(ii) Total qualified sick leave wages. Add lines 2a and 2a(i) . . . . . . . . . . . . . . . . . . . . . . . 2a(ii)  
2a(iii) Qualified sick leave wages excluded from the definition of employment under 


sections 3121(b)(1)–(22) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2a(iii)  
2b Qualified health plan expenses allocable to qualified sick leave wages (Form 941, 


Part 3, line 19, or, if corrected, Form 941-X, line 28, column 1) . . . . . . . . . . . . . . . . . 2b  
2c Employer share of Medicare tax on qualified sick leave wages. Multiply line 2a(ii) by 


1.45% (0.0145) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2c  
2d Credit for qualified sick leave wages. Add lines 2a(ii), 2a(iii), 2b, and 2c . . . . . . . 2d  
2e Qualified family leave wages reported on Form 941, Part 1, line 5a(ii), column 1, or, if 


corrected, the amount from Form 941-X, line 10, column 1 . . . . . . . . . . . . . . . . . . . . 2e  
2e(i) Qualified family leave wages included on Form 941, Part 1, line 5c, or, if corrected, 


the amount from Form 941-X, line 12, column 1, but not included on Form 941, Part 
1, line 5a(ii), column 1, or Form 941-X, line 10, column 1, because the wages 
reported on that line were limited by the social security wage base . . . . . . . . . . . . . . 2e(i)  


2e(ii) Total qualified family leave wages. Add lines 2e and 2e(i) . . . . . . . . . . . . . . . . . . . . . 2e(ii)  
2e(iii) Qualified family leave wages excluded from the definition of employment under 


sections 3121(b)(1)–(22) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2e(iii)  
2f Qualified health plan expenses allocable to qualified family leave wages (Form 941, 


Part 3, line 20, or, if corrected, Form 941-X, line 29, column 1) . . . . . . . . . . . . . . . . . 2f  
2g Employer share of Medicare tax on qualified family leave wages. Multiply line 2e(ii) 


by 1.45% (0.0145) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2g  
2h Credit for qualified family leave wages. Add lines 2e(ii), 2e(iii), 2f, and 2g . . . . . . 2h  
2i Credit for qualified sick and family leave wages. Add lines 2d and 2h . . . . . . . . 2i  
2j Nonrefundable portion of credit for qualified sick and family leave wages for 


leave taken after March 31, 2020, and before April 1, 2021. Enter the smaller of 
line 1l or line 2i. Enter this amount on Form 941-X, line 17, column 1 . . . . . . . . . . . . 2j


2k Refundable portion of credit for qualified sick and family leave wages for 
leave taken after March 31, 2020, and before April 1, 2021. Subtract line 2j from 
line 2i and enter this amount on Form 941-X, line 25, column 1 . . . . . . . . . . . . . . . . . 2k
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Worksheet 2. Adjusted Credit for Qualified Sick and Family Leave Wages for Leave Taken After March 31, 
2021, and Before October 1, 2021
Keep for Your Records


You must use this worksheet if you claimed the credit for qualified sick and family leave wages for leave taken after March 31, 2021, and before October 1, 2021, on 
your original Form 941 and you correct any amounts used to figure the credit for qualified sick and family leave wages for leave taken after March 31, 2021, and before 
October 1, 2021. You’ll also use this worksheet to figure this credit if you’re claiming it for the first time on Form 941-X. If you’re a third-party payer, you must complete 
this worksheet for each client for which it is applicable, on a client-by-client basis. 
Step 1. Determine the corrected employer share of Medicare tax


1a Enter the amount of Medicare wages from Form 941, Part 1, line 5c, column 1, or, if corrected, the 
amount from Form 941-X, line 12, column 1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1a  


1b Multiply line 1a by 1.45% (0.0145) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1b  
1c If you’re a third-party payer of sick pay that isn’t an agent and you’re claiming credits for amounts paid 


to your employees, enter the employer share of Medicare tax included on Form 941, Part 1, line 8, or, 
if corrected, the amount of the employer share of Medicare tax on sick pay that you included on Form 
941-X, line 15, column 1 (enter as a negative number) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1c  


1d Employer share of Medicare tax included on Form 941-X, line 21, column 4 . . . . . . . . . . . . . . . . 1d  
1e If you received a Section 3121(q) Notice and Demand during the quarter, enter the amount of the 


employer share of Medicare tax from the notice . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1e  
1f Employer share of Medicare tax. Combine lines 1b, 1c, 1d, and 1e . . . . . . . . . . . . . . . . . . . . 1f  
1g For corrections to quarters beginning after December 31, 2022, only, enter the amount from Form 


8974, line 16 (including any amended Form 8974 attached to Form 941-X) . . . . . . . . . . . . . . . . . 1g  
1h Employer share of Medicare tax remaining. Subtract line 1g from line 1f . . . . . . . . . . . . . . . . 1h  


Step 2. Figure the sick and family leave credit
2a Qualified sick leave wages for leave taken after March 31, 2021, and before October 1, 2021, 


reported on Form 941, Part 3, line 23, or, if corrected, the amount from Form 941-X, line 35, 
column 1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2a  


2a(i) Qualified sick leave wages included on Form 941, Part 3, line 23, or, if corrected, the amount from 
Form 941-X, line 35, column 1, that were not included as wages reported on Form 941, Part 1, lines 
5a and 5c, or, if corrected, the amount from Form 941-X, lines 8 and 12, column 1, because the 
qualified sick leave wages were excluded from the definition of employment under sections 3121(b)
(1)–(22) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2a(i)  


2a(ii) Subtract line 2a(i) from line 2a . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2a(ii)  
2a(iii) Qualified sick leave wages included on Form 941, Part 3, line 23, or, if corrected, the amount from 


Form 941-X, line 35, column 1, that were not included as wages reported on Form 941, Part 1, 
line 5a, or, if corrected, the amount from Form 941-X, line 8, column 1, because the qualified sick 
leave wages were limited by the social security wage base . . . . . . . . . . . . . . . . . . . . . . . . . . . 2a(iii)  


2a(iv) Subtract line 2a(iii) from line 2a(ii) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2a(iv)  
2b Qualified health plan expenses allocable to qualified sick leave wages for leave taken after March 31, 


2021, and before October 1, 2021, reported on Form 941, Part 3, line 24, or, if corrected, the amount 
from Form 941-X, line 36, column 1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2b  


2c Amounts under certain collectively bargained agreements allocable to qualified sick leave wages for 
leave taken after March 31, 2021, and before October 1, 2021, reported on Form 941, Part 3, line 25, 
or, if corrected, the amount from Form 941-X, line 37, column 1 . . . . . . . . . . . . . . . . . . . . . . . . 2c  


2d Employer share of social security tax on qualified sick leave wages. Multiply line 2a(iv) by 6.2% 
(0.062) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2d  


2e Employer share of Medicare tax on qualified sick leave wages. Multiply line 2a(ii) by 1.45% 
(0.0145) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2e  


2f Credit for qualified sick leave wages. Add lines 2a, 2b, 2c, 2d, and 2e . . . . . . . . . . . . . . . . . . 2f  
2g Qualified family leave wages for leave taken after March 31, 2021, and before October 1, 2021, 


reported on Form 941, Part 3, line 26, or, if corrected, the amount from Form 941-X, line 38, 
column 1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2g  


2g(i) Qualified family leave wages included on Form 941, Part 3, line 26, or, if corrected, the amount from 
Form 941-X, line 38, column 1, that were not included as wages reported on Form 941, Part 1, lines 
5a and 5c, or, if corrected, the amount from Form 941-X, lines 8 and 12, column 1, because the 
qualified family leave wages were excluded from the definition of employment under sections 3121(b)
(1)–(22) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2g(i)  


2g(ii) Subtract line 2g(i) from line 2g . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2g(ii)  
2g(iii) Qualified family leave wages included on Form 941, Part 3, line 26, or, if corrected, the amount from 


Form 941-X, line 38, column 1, that were not included as wages reported on Form 941, Part 1, 
line 5a, or, if corrected, the amount from Form 941-X, line 8, column 1, because the qualified family 
leave wages were limited by the social security wage base . . . . . . . . . . . . . . . . . . . . . . . . . . . 2g(iii)  


2g(iv) Subtract line 2g(iii) from line 2g(ii) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2g(iv)  
2h Qualified health plan expenses allocable to qualified family leave wages for leave taken after March 


31, 2021, and before October 1, 2021, reported on Form 941, Part 3, line 27, or, if corrected, the 
amount from Form 941-X, line 39, column 1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2h  


2i Amounts under certain collectively bargained agreements allocable to qualified family leave wages 
for leave taken after March 31, 2021, and before October 1, 2021, reported on Form 941, Part 3, 
line 28, or, if corrected, the amount from Form 941-X, line 40, column 1 . . . . . . . . . . . . . . . . . . . 2i  


2j Employer share of social security tax on qualified family leave wages. Multiply line 2g(iv) by 6.2% 
(0.062) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2j  


2k Employer share of Medicare tax on qualified family leave wages. Multiply line 2g(ii) by 1.45% 
(0.0145) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2k  


2l Credit for qualified family leave wages. Add lines 2g, 2h, 2i, 2j, and 2k . . . . . . . . . . . . . . . . . 2l  
2m Credit for qualified sick and family leave wages. Add lines 2f and 2l . . . . . . . . . . . . . . . . . . . 2m  
2n Reserved for future use
2o Enter any credit claimed under section 41 for increasing research activities with respect to any wages 


taken into account for the credit for qualified sick and family leave wages . . . . . . . . . . . . . . . . . . 2o  
2p Reserved for future use
2q Credit for qualified sick and family leave wages after adjusting for other credits. Subtract 


line 2o from line 2m . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2q  
2r Nonrefundable portion of credit for qualified sick and family leave wages for leave taken 


after March 31, 2021, and before October 1, 2021. Enter the smaller of line 1h or line 2q. Enter 
this amount on Form 941-X, line 18b, column 1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2r


2s Refundable portion of credit for qualified sick and family leave wages for leave taken after 
March 31, 2021, and before October 1, 2021. Subtract line 2r from line 2q and enter this amount 
on Form 941-X, line 26b, column 1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2s
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How Can You Get Forms, Instructions, 
and Publications From the IRS?
You can view, download, or print most of the forms, 
instructions, and publications you may need at IRS.gov/
Forms. Otherwise, you can go to IRS.gov/OrderForms to 
place an order and have them mailed to you. The IRS will 
process your order for forms and publications as soon as 
possible. Don’t resubmit requests you’ve already sent us. 
You can get forms and publications faster online.
Paperwork Reduction Act Notice. We ask for the 
information on Form 941-X to carry out the Internal 
Revenue laws of the United States. You’re required to give 
us the information. We need it to ensure that you’re 
complying with these laws and to allow us to figure and 
collect the right amount of tax.


You’re not required to provide the information requested 
on a form that is subject to the Paperwork Reduction Act 
unless the form displays a valid OMB control number. 
Books or records relating to a form or its instructions must 
be retained as long as their contents may become 
material in the administration of any Internal Revenue law. 
Generally, tax returns and return information are 
confidential, as required by section 6103.


The time needed to complete and file Form 941-X will 
vary depending on individual circumstances. The 
estimated burden for employers filing Form 941-X is 
approved under OMB control number 1545-0029 and is 
included in the estimates shown in the Instructions for 
Form 941.


Worksheet 3. Adjusted COBRA Premium Assistance Credit
Keep for Your Records


You must use this worksheet if you claimed the COBRA premium assistance credit on your original Form 941 and you correct any amounts used to figure the 
COBRA premium assistance credit. You’ll also use this worksheet to figure this credit if you’re claiming it for the first time on Form 941-X. If you’re a 
third-party payer, you must complete this worksheet for each client for which it is applicable, on a client-by-client basis. 
Step 1. Determine the corrected employer share of Medicare tax


1a If you completed Worksheet 2 for a quarter in which you’re also claiming the COBRA premium 
assistance credit, enter the amount listed on Worksheet 2, line 1h. Otherwise, complete lines 
1b–1i below and then go to Step 2 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1a  


1b Enter the amount of Medicare wages from Form 941, Part 1, line 5c, column 1, or, if corrected, 
the amount from Form 941-X, line 12, column 1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1b  


1c Multiply line 1b by 1.45% (0.0145) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1c  
1d If you’re a third-party payer of sick pay that isn’t an agent and you’re claiming credits for 


amounts paid to your employees, enter the employer share of Medicare tax included on Form 
941, Part 1, line 8, or, if corrected, the amount of the employer share of Medicare tax on sick 
pay that you included on Form 941-X, line 15, column 1 (enter as a negative 
number) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1d  


1e Employer share of Medicare tax included on Form 941-X, line 21, column 4 . . . . . . . . . . . . 1e  
1f If you received a Section 3121(q) Notice and Demand during the quarter, enter the amount of 


the employer share of Medicare tax from the notice . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1f  
1g Employer share of Medicare tax. Combine lines 1c, 1d, 1e, and 1f . . . . . . . . . . . . . . . . 1g  
1h For corrections to quarters beginning after December 31, 2022, only, enter the amount from 


Form 8974, line 16 (including any amended Form 8974 attached to Form 941-X) . . . . . . . . 1h  
1i Employer share of Medicare tax remaining. Subtract line 1h from line 1g . . . . . . . . . . . 1i  


Step 2. Figure the COBRA premium assistance credit
2a Enter the COBRA premium assistance that you provided this quarter . . . . . . . . . . . . . . . . 2a  
2b Enter the amount of the employer share of Medicare tax from Step 1, line 1a, or, if applicable, 


Step 1, line 1i . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2b  
2c Enter the amount of the nonrefundable portion of the credit for qualified sick and family leave 


wages for leave taken after March 31, 2021, and before October 1, 2021 (this amount may 
come from Worksheet 2, Step 2, line 2r, in these instructions if you’re correcting that credit for 
the quarter or you may need to enter the credit claimed on your original Form 941 for the 
quarter) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2c  


2d Reserved for future use
2e Reserved for future use
2f Subtract line 2c from line 2b . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2f  
2g Nonrefundable portion of the COBRA premium assistance credit. Enter the smaller of 


line 2a or line 2f. Enter this amount on Form 941-X, line 18c, column 1 . . . . . . . . . . . . . . . . 2g
2h Refundable portion of the COBRA premium assistance credit. Subtract line 2g from 


line 2a and enter this amount on Form 941-X, line 26c, column 1 . . . . . . . . . . . . . . . . . . . 2h
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Guidance for Individual Taxpayers who received Qualified Tips or Qualified 
Overtime Compensation in 2025 


 


Notice 2025-69 


I. PURPOSE 


This Notice provides guidance to individual taxpayers who are eligible for the 


federal income tax deductions for qualified tips or qualified overtime compensation for 


tax year 2025. These new deductions were added by Public Law 119-21, 139 Stat. 72 


(July 4, 2025), commonly known as the One, Big, Beautiful Bill Act (OBBBA). As 


previously announced, and as part of the phased implementation of the OBBBA, there 


will be no changes to the 2025 Form W-2, Form 1099-NEC, Form 1099-MISC, or Form 


1099-K to account for the new reporting requirements in the OBBBA.1 As a result, 


employers and other payors will not be required to separately account for cash tips or 


qualified overtime compensation on those forms or the written statements (copies of the 


forms) furnished to individuals for 2025.2 In the absence of this information reporting, 


 
1 See IRS News Release IR-2025-82 (Aug. 7, 2025). Forms W-2, 1099-NEC, 1099-MISC, and 1099-K will be 
updated for tax year 2026 to provide separate reporting of the employee’s qualified tips and qualified 
overtime compensation. 
2 On November 5, 2025, the Internal Revenue Service (IRS) published Notice 2025-62, IRB 2025-48 , which 
provides penalty relief from the new information reporting requirements for cash tips and qualified overtime 
compensation under the OBBBA to employers and other payors for not filing correct information returns and 
not providing correct payee statements to employees and other payees.  Specifically, this notice provides 
relief from the penalty under section 6721 for failure to file correct information returns and the penalty under 
section 6722 for failure to furnish correct payee statements.  This relief applies only for taxable year 2025. 
See IRS News Release IR-2025-110 (Nov. 5, 2025). 
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this Notice provides guidance for individual taxpayers on how to satisfy the 


requirements for the deductions, including how to determine the amount of the qualified 


tips or qualified overtime compensation, for tax year 2025. This Notice also provides 


transition relief for taxpayers regarding the requirement that qualified tips must not be 


received in the course of a trade or business that is a specified service trade or 


business. This Notice does not affect any rights or responsibilities regarding tips or 


overtime compensation under the Fair Labor Standards Act of 1938, as amended 


(FLSA).  


II. BACKGROUND 


Section 70201(a) of the OBBBA added new section 224 to the Internal Revenue 


Code (Code). In general, section 224 provides an income tax deduction for “qualified 


tips” that are received during the taxable year by individuals in an occupation that 


customarily and regularly received tips on or before December 31, 2024. Section 


70201(b) of the OBBBA added the deduction provided by section 224 of the Code to the 


list of deductions used to determine taxable income in section 63(b).  


Section 70202(a) of the OBBBA added new section 225 to the Code. In general, 


section 225 provides an income tax deduction for “qualified overtime compensation”, 


defined in section 225(c) as overtime compensation paid to an individual required under 


section 7 of the FLSA that is in excess of the regular rate at which the individual is 


employed.3 Section 70202(b) of the OBBBA added the deduction provided by section 


 
3 The FLSA is codified at 29 USC §§ 201-219. Section 7 is found at 29 USC § 207. 
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225 of the Code to the list of deductions used to determine taxable income in section 


63(b). Both deductions are available for tax years beginning after December 31, 2024, 


and ending before January 1, 2029. 


A. No Tax on Tips under Section 224 


Section 224(a) provides a deduction in an amount equal to the qualified tips 


received by an individual in a taxable year that are included on statements4 furnished to 


the individual pursuant to section 6041(d)(3), section 6041A(e)(3), section 6050W(f)(2), 


or section 6051(a)(18), or are reported by the taxpayer on Form 4137 (or successor). 


Section 224(b)(1) limits the amount of the deduction to an amount not to exceed 


$25,000 in a taxable year. Section 224(b)(2) further limits the amount based on a 


taxpayer’s modified adjusted gross income (MAGI), which is a taxpayer’s adjusted gross 


income for the tax year increased by any amount excluded from gross income under 


section 911, section 931, or section 933. The deduction phases out for taxpayers with 


MAGI over $150,000 ($300,000 for joint filers). 


Section 224(c) provides that, in the case of qualified tips received by an 


individual during any taxable year in the course of a trade or business (other than the 


trade or business of performing services as an employee) of such individual, such 


qualified tips are taken into account under section 224(a) only to the extent that the 


 
4 The House Budget Committee report on the OBBBA, H. Rept. 119-106, at 1503 (2025), specifies that 
the tip amounts included on reporting statements (for example, Form 1099) must be separately 
accounted for on the statements in order to take the deduction. The OBBBA revisions to sections 6041, 
6041A, and 6050W further require the statements to provide either a separate accounting or the portion 
of the amount designated as tips. The OBBBA revision to section 6051 follows the existing statutory 
structure of enumerating each separate category of amounts to be listed on the Form W-2. 
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gross income for the taxpayer from such trade or business for such taxable year 


(including such qualified tips) exceeds the sum of the deductions allocable to the trade 


or business in which such qualified tips are received by the individual for such taxable 


year.  


Section 224(d)(1) defines “qualified tips” as cash tips received by an individual in 


an occupation that customarily and regularly received tips on or before December 31, 


2024, as provided by the Secretary.5  Section 224(d)(2) further requires that qualified 


tips not include any amount received by an individual unless the amount: 


• Is paid voluntarily without any consequence in the event of nonpayment, is not 


the subject of negotiation, and is determined by the payor; 


• Is not received in the course of a trade or business that is a specified service 


trade or business as defined in section 199A(d)(2); and 


• Satisfies such other requirements as may be established by the Secretary in 


regulations or other guidance. 


Section 224(d)(2) further provides that an individual receiving tips in the trade or 


business of performing services as an employee is treated as receiving tips in the 


course of a trade or business that is a specified service trade or business as defined in 


section 199A(d)(2) if the trade or business of the employer in which they are employed 


is a specified service trade or business. 


 
5 Under section 7701(a)(11)(B), Secretary means the Secretary of the Treasury or his delegate.  
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Section 224(d)(3) provides that for purposes of section 224(d)(1), the term “cash 


tips” includes tips received from customers that are paid in cash or charged and, in the 


case of an employee, tips received under any tip-sharing arrangement. 


Section 224(e) provides that no deduction is allowed under section 224 unless 


the taxpayer includes on the tax return for the taxable year such individual’s social 


security number as defined in section 24(h)(7) of the Code.  


Section 224(f) provides that if the taxpayer is a married individual (within the 


meaning of section 7703), section 224 applies only if the taxpayer and the taxpayer’s 


spouse file a joint return for the taxable year. That is, the deduction is not available for a 


taxpayer who is married and files separately. 


Section 70201(h) of the OBBBA instructs the Secretary to publish a list of 


occupations that customarily and regularly received tips on or before December 31, 


2024, for purposes of section 224(d)(1) of the Code no later than 90 days after the date 


the OBBBA was enacted (July 4, 2025). On September 19, 2025, a notice of proposed 


rulemaking (NPRM) (REG-110032-25) was published in the Federal Register (90 FR 


45340) that includes a proposed list of occupations that customarily and regularly 


received tips on or before December 31, 2024, and a proposed definition of qualified 


tips for purposes of the income tax deduction for qualified tips. The NPRM states that 


taxpayers may rely on the proposed regulations, including the proposed list of eligible 


occupations, for taxable years beginning after December 31, 2024, and on or before the 


date the regulations are published as final regulations in the Federal Register, provided 
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that taxpayers follow the proposed regulations in their entirety and in a consistent 


manner. 


Section 70201(f) of the OBBBA added to the information reporting requirements 


of the Code for employers and other payors making payments of cash tips by: 


(1) amending section 6041(a) of the Code to require a payor to include on the 


information return filed with the IRS a separate accounting of any such amounts 


reasonably designated as cash tips and the occupation described in section 224(d)(1) of 


the person receiving such tips; 


(2) adding new paragraph (d)(3) to section 6041 to provide that, in the case of 


compensation to non-employees, a payor is required to include on the written statement 


furnished to the payee the portion of payments reasonably designated as cash tips and 


the occupation described in section 224(d)(1) of the person receiving such tips; 


(3) amending section 6041A(a) to require a payor to include on the information 


return filed with the IRS a separate accounting of any such amounts reasonably 


designated as cash tips and the occupation described in section 224(d)(1) of the person 


receiving such tips; 


(4) adding new paragraph (e)(3) to section 6041A to provide that, in the case of 


section 6041A(a), a payor is required to include on the written statement furnished to 


the payee the portion of payments reasonably designated as cash tips and the 


occupation described in section 224(d)(1) of the person receiving such tips; 
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(5) adding new paragraph (a)(3) to section 6050W to provide that, in the case of 


a third party settlement organization (TPSO), the TPSO must include on the information 


return filed with the IRS the portion of reportable payment transactions that have been 


reasonably designated by payors as cash tips and the occupation described in section 


224(d)(1) of the person receiving such tips; 


(6) amending section 6050W(f)(2) to require a TPSO to include on the written 


statement furnished to the payee a separate accounting of any such amounts that have 


been reasonably designated by payors as cash tips and the occupation described in 


section 224(d)(1) of the person receiving such tips; and 


(7) adding new paragraph (a)(18) to section 6051 to provide that an employer 


must include on the written statement furnished to the employee the total amount of 


cash tips reported by the employee under section 6053(a) and the occupation described 


in section 224(d)(1) of such person. 


Section 70201(k) of the OBBBA provides a transition rule for persons required to 


file returns or furnish statements under section 6041(a), 6041(d)(3), 6041A(a), 


6041A(e)(3), 6050W(a), or 6050W(f)(2) of the Code for cash tips required to be reported 


for periods before January 1, 2026.  Under this transition rule, those persons may 


approximate a separate accounting of amounts designated as cash tips by any 


reasonable method specified by the Secretary.  


Section 6053(a) requires every employee who, in the course of the employee’s 


employment by an employer, receives in any calendar month tips that are wages (as 
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defined in section 3121(a) for Federal Insurance Contributions Act (FICA) tax purposes 


or section 3401(a) for income tax withholding purposes)6 to report all those tips in one 


or more written statements furnished to the employer on or before the tenth day of the 


following month. The employee is to furnish the statements in the form and manner 


prescribed by the IRS. See § 31.6053-1(b) of the Employment Tax Regulations. 


B. No Tax on Overtime under Section 225 


Section 225(a) provides for a deduction in an amount equal to the qualified 


overtime compensation received by an individual in a tax year that is included on 


statements furnished to the individual pursuant to section 6041(d)(4) or 6051(a)(19). 


Section 225(b)(1) limits this deduction to an amount not to exceed $12,500 per return 


($25,000 in the case of a joint return) in a tax year. Section 225(b)(2) further limits the 


amount of the deduction based on a taxpayer’s MAGI, which is a taxpayer’s adjusted 


gross income for the tax year increased by any amount excluded from gross income 


under section 911, section 931, or section 933. The deduction phases out for taxpayers 


with MAGI over $150,000 ($300,000 for joint filers). 


Section 225(c)(1) defines “qualified overtime compensation” as overtime 


compensation paid to an individual required under 29 USC § 207 that is in excess of the 


regular rate at which the individual is employed. The FLSA defines the regular rate as 


including “all remuneration for employment paid to, or on behalf of, the employee”, 


 
6 See also sections 3121(a)(12) and 3401(a)(16) of the Code (generally excluding from wages non-cash 
tips and tips under $20 per month), sections 3121(q) and 3401(f) (specifically including tips in wages), 
and the regulations thereunder. 
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subject to eight exclusions established in 29 USC § 207(e). Part 778 of CFR title 29 


contains the regulations addressing the calculation of the regular rate of pay for 


overtime compensation under 29 USC § 207. Individuals covered7 by the FLSA 


generally must receive overtime pay for hours worked in excess of 40 in a workweek at 


a rate not less than one and one-half times their regular rate of pay. Generally, the 


amount of overtime pay due to an individual is based on the individual’s regular rate of 


pay8 and the number of hours worked in a workweek.9 Certain individuals are statutorily 


exempt from the FLSA’s overtime requirements.10 The Code and the FLSA use different 


definitions of “employee.”  Therefore, it is possible (but not common) for a non-


employee under the Code to be covered as an employee under the FLSA. 


Under the FLSA, the overtime requirements are different for certain classes of 


employers and employees (as defined in the FLSA) under specific circumstances. For 


 
7 See U.S. Department of Labor (DOL), Wage and Hour Division (WHD), Fact Sheet #14: Coverage 
Under the Fair Labor Standards Act (FLSA) | U.S. Department of Labor, 
https://www.dol.gov/agencies/whd/fact-sheets/14-flsa-coverage (last visited Oct. 28, 2025).   
8 Earnings may be determined on a piece-rate, salary, commission, or some other basis, but in all such 
cases the overtime pay due must be computed on the basis of the average hourly rate derived from such 
earnings. This rate is calculated by dividing the total pay for employment (except for the statutory 
exclusions) in any workweek by the total number of hours actually worked. See DOL, WHD, Fact Sheet 
#56A: Overview of the Regular Rate of Pay Under the Fair Labor Standards Act (FLSA) | U.S. 
Department of Labor, https://www.dol.gov/agencies/whd/fact-sheets/56a-regular-rate (last visited Oct. 28, 
2025). 
9 The FLSA applies on a workweek basis. An employee's workweek is a fixed and regularly recurring 
period of 168 hours -- seven consecutive 24-hour periods. It need not coincide with the calendar week 
and may begin on any day and at any hour of the day. See DOL, WHD, Fact Sheet #23: Overtime Pay 
Requirements of the FLSA | U.S. Department of Labor, https://www.dol.gov/agencies/whd/fact-sheets/23-
flsa-overtime-pay (last visited Oct. 28, 2025).  
10 See, e.g., 29 USC 207(i), 213. Whether an individual is exempted under the FLSA is a fact-specific 
determination that depends on the individual’s occupation, work activities, and/or earnings. More 
information on exemptions from the FLSA is available at 
WHD Fact Sheets | U.S. Department of Labor, https://www.dol.gov/agencies/whd/fact-sheets (last visited 
Oct. 28, 2025). 
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https://www.dol.gov/agencies/whd/fact-sheets/23-flsa-overtime-pay

https://apps.treasury.gov/ecase/IRSCC-TPG/OB3Tips_OT/Drafts/Tips%20and%20OT%20Notice%20for%20Individuals/Pink%20Drafts%20and%20Comments/WHD%20Fact%20Sheets%20|%20U.S.%20Department%20of%20Labor

https://www.dol.gov/agencies/whd/fact-sheets
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example, 29 USC § 207(k) allows overtime for public sector employees in fire protection 


and law enforcement to be based on a work period longer than a standard 40-hour 


workweek in certain circumstances, and subsection 29 USC § 207(j) allows hospitals 


and certain residential care facilities to adopt agreements with their employees in 


certain circumstances to pay one-and-one-half times overtime rates for all hours worked 


over eight in any workday or over 80 in a 14-day work period, whichever is the greater 


number of overtime hours. The FLSA also permits employers to satisfy the overtime pay 


requirements with (1) certain payments creditable under 29 USC § 207(h); (2) paid 


compensatory time off in certain circumstances by a public agency which is a State, a 


political subdivision of a State or an interstate governmental agency under 29 USC § 


207(o); and (3) alternative rate structures under 29 USC § 207(g). 


Some employers or other service-recipients, on their own initiative, under a 


collective bargaining agreement with a labor union, and/or under State law, may provide 


overtime pay that is not required by 29 USC § 207. For example, an employer may 


choose to pay a higher overtime amount than the one and one-half times an individual’s 


regular rate of pay that is generally required by the FLSA (e.g., the employer may 


choose to pay double time for hours worked over 40 in a workweek) or they may choose 


to pay employees an extra amount to work on weekends or holidays.11 In such cases, 


 
11 Amounts for which the employer can and does claim a credit under 29 USC § 207(h) to satisfy 29 USC 
§ 207(a) may constitute qualified overtime compensation (although the credit effectively offsets other 
qualified overtime compensation). Individuals may consider requesting information from their employer for 
purposes of calculating this amount. See also Fact Sheet #21: Recordkeeping Requirements under the 
Fair Labor Standards Act (FLSA) | U.S. Department of Labor regarding employer’s recordkeeping 
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while the additional one-half times portion required by the FLSA may be qualified 


overtime, payments in excess of the FLSA-required premium are not.   


Section 225(c)(2) of the Code excludes from the definition of qualified overtime 


compensation any qualified tips as defined in section 224(d) of the Code.  


Section 225(d) provides that no deduction is allowed under section 225 unless 


the taxpayer includes on the return of tax for the tax year such individual’s social 


security number as defined in section 24(h)(7) of the Code.  


Section 225(e) provides that if the taxpayer is a married individual (within the 


meaning of section 7703), section 225 applies only if the taxpayer and the taxpayer’s 


spouse file a joint return for the tax year. That is, the deduction is not available for a 


taxpayer who is married and files separately.  


Section 70202(c) of the OBBBA added to the information reporting requirements 


of the Code for employers and certain other payors for certain payments of qualified 


overtime compensation by: 


(1) adding new paragraph (a)(19) to section 6051 of the Code to provide that an 


employer must include on the written statement furnished to the employee the total 


amount of qualified overtime compensation (as defined in section 225(c)), 


 
requirements, https://www.dol.gov/agencies/whd/fact-sheets/21-flsa-recordkeeping (last visited Oct. 28, 
2025). 



https://www.dol.gov/agencies/whd/fact-sheets/21-flsa-recordkeeping
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(2) amending section 6041(a) to require a payor to include on the information 


return filed with the IRS a separate accounting of any amount of qualified overtime 


compensation (as defined in section 225(c)), and 


(3) adding new paragraph (d)(4) to section 6041 to provide that a payor is 


required to include on the written statement furnished to the payee the portion of 


payments that are qualified overtime compensation (as defined in section 225(c)). 


 Section 70202(h) of the OBBBA provides a transition rule for persons required to 


file returns or furnish statements under section 6051(a)(19), 6041(a), or 6041(d)(4) of 


the Code for qualified overtime compensation required to be reported for periods before 


January 1, 2026.  Under this transition rule, those persons may approximate a separate 


accounting of amounts designated as qualified overtime compensation by any 


reasonable method specified by the Secretary. 


III. GUIDANCE FOR TAX YEAR 2025 


A. Qualified Tips 


1. Determining the amount of qualified tips received by employees 


Under Section 224(a), an employee may deduct an amount equal to the qualified 


tips received during the taxable year and included on a statement furnished to the 


employee (a Form W-2) or reported by the employee on Form 4137, subject to certain 


limitations. Section 6051(a)(18) requires employers to include the total amount of cash 


tips reported by the employee to the employer and the employee’s occupation 


described in section 224(d)(1) on the Form W-2. Only cash tips separately accounted 
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for on the Form W-2 or reported on the Form 4137 are included in calculating the 


deduction.  


As noted above, the 2025 Form W-2 has not been modified to account for the 


new tips reporting requirements. As a result, employers are not required to separately 


account for cash tips on the written statements furnished to individuals for 2025. 


Therefore, the Department of the Treasury (Treasury Department) and the IRS have 


determined that, for purposes of satisfying the requirements of section 224(a) for tax 


year 2025, an employee may (1) treat the section 224(a) requirement that qualified tips 


be included on a statement furnished to the employee pursuant to section 6051(a)(18) 


as satisfied if the employee’s cash tips are properly reported on the employee’s Form 


W-2, without regard to the requirements of section 6051(a)(18) (to separately account 


for the total amount of cash tips reported by the employee under section 6053(a)), and 


(2) calculate the amount of qualified tips (subject to the other limitations and 


requirements for qualified tips in section 224)  for tax year 2025 as follows: 


1) Use the total amount of social security tips reported in box 7 of the Form W-2;   


2) Use the total amount of tips reported by the employee to the employer on all 


Forms 4070, Employee’s Report of Tips to Employer (or any similar substitute 


form used to monthly report tips to the employer); or12  


3) If an employer voluntarily chooses to report the amount of an employee’s cash 


 
12 If the combined total of the amounts in boxes 3 and 7 of the employee’s Form W-2 is equal to $176,100, 
the amount in box 7 may not include all the employee’s cash tips. In this instance, the employee should 
consider reviewing the Forms 4070 they used to report tips to their employer.  
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tips in box 14 of Form W-2 (or on a separate statement), the employee may use 


this amount in determining the amount of qualified tips for tax year 2025. 


4) In addition to these three options, employees may also include any amount listed 


on line 4 of the 2025 Form 4137 filed with the employee’s 2025 income tax return 


(and included as income on that return).  


Although the occupation of an employee receiving tips may not appear on the Form 


W-2 furnished to the employee in 2025, the employee is still responsible for determining 


whether the tips received by the employee were received in an occupation that 


customarily and regularly received tips on or before December 31, 2024, as provided by 


the Secretary.13 See 2025 Form 1040 instructions. Some employers may choose to 


provide information on an employee’s occupation or other relevant information to 


employees using box 14 of Form W-2, in which case employees may rely on that 


information. 


The Treasury Department and the IRS recognize that the deduction for qualified tips 


is a newly enacted provision and that employees receiving tips are determining their 


eligibility for the deduction for the first time. The Treasury Department and the IRS 


understand that it may be particularly difficult for employees to determine whether their 


tips were received in the course of a specified service trade or business, since section 


 
13 Taxpayers claiming the deduction under section 224 on their tax return must demonstrate they meet the 
requirements of section 224 and establish that they are entitled to the deduction as well as determine the 
appropriate amount of the deduction. Taxpayers must maintain adequate books and records to 
substantiate both their eligibility for and the amount of any deduction claimed. See § 6001; Treas. Reg. 
§ 1.6001-1; See generally Publication 17, pp. 17-18. 
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224(d)(2) provides that this determination turns on whether the trade or business of their 


employer in the course of which they receive tips is a specified service trade or 


business.  Reporting by the employer regarding the employer’s specified service trade 


or business status would be helpful both to assist employees in determining whether 


they are eligible for the tips deduction and to the IRS in administering section 224. 


However, in order to implement such information reporting, employers with employees 


who receive tips will have to make a determination as to whether their trade or business 


in the course of which an employee receives tips is a specified service trade or 


business, and many of these employers, a significant number of which are small 


businesses, have not previously had to make such a determination. Given these 


circumstances, the Treasury Department and the IRS believe that additional guidance is 


needed to assist employees and employers in determining whether an employer’s trade 


or business is a specified service trade or business. Employees and employers will also 


need additional time once guidance is issued to understand and implement the 


guidance. Accordingly, in the interest of sound tax administration, there will be a 


transition period for purposes of IRS enforcement and administration with regard to the 


specified service trade or business requirement. Specifically, until January 1 of the first 


calendar year following the issuance of final regulations regarding the determination of 


whether a trade or business is a specified service trade or business for purposes of 


section 224 and associated employer information reporting, the IRS will treat the 


employee as having received tips in the course of a trade or business that is not a 
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specified service trade or business if the employee is in an occupation that customarily 


and regularly received tips on or before December 31, 2024, as provided by the 


Secretary. The Treasury Department and the IRS intend to issue proposed regulations 


and solicit public comment on these issues before publishing final regulations.  


2. Determining the amount of qualified tips for non-employees 


Under section 224(a) an individual may deduct an amount equal to the qualified 


tips received as a non-employee during the taxable year and included on a statement 


furnished to the individual (a Form 1099-MISC, 1099-NEC, or 1099-K), subject to 


certain limitations. Under sections 6041(d)(3), 6041A(e)(3), and 6050W(f)(2), payors 


must include on the applicable Form 1099 the portion of (or a separate accounting of) 


payments that have been reasonably designated as cash tips and the occupation 


described in section 224(d)(1) of the individual receiving the tips. Only cash tips 


separately accounted for on the applicable Form 1099 are included in calculating the 


deduction. 


However, for tax year 2025, a separate accounting of cash tips received by a 


non-employee will not appear on the Form 1099 furnished to the non-employee. 


Therefore, the Treasury Department and the IRS have determined that, for purposes of 


satisfying the requirements of section 224(a) for tax year 2025, a non-employee may (1) 


treat the section 224(a) requirement that qualified tips be included on a statement 


furnished pursuant to the requirements of sections 6041(d)(3), 6041A(e)(3), or 


6050W(f)(2) as satisfied if the non-employee’s cash tips are included in the total 
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amounts reported as other income on the Form 1099-MISC, nonemployee 


compensation on the Form 1099-NEC, or payment card/third-party network transactions 


on the Form 1099-K furnished to the non-employee, and (2) calculate the amount of 


qualified tips (subject to the other limitations and requirements for qualified tips under 


section 224) using earnings statements or other documentation such as receipts, point-


of-sale system reports, daily tip logs, third party settlement organization records, or 


other documentary evidence that corroborates the calculation of the total amount of tips 


that are qualified tips for tax year 2025. For example, if a payor issues an earnings 


statement to contractors who provide services to the payor, the contractor may use the 


amount designated as tips by the payor on the earnings statement in determining the 


amount of qualified tips, provided the other limitations and requirements for qualified tips 


are satisfied, and provided the contractor maintains a copy of the earnings statement in 


accordance with IRS recordkeeping requirements.14 Non-employee payees may also 


consult with the payor regarding any available information that may assist in 


determining and documenting the amount of qualified tips.   


Although the occupation of a non-employee payee receiving tips will not appear 


on a 2025 Form 1099 furnished to the non-employee payee, the payee is still 


responsible for determining whether the tips received by the payee were received in an 


occupation that customarily and regularly received tips on or before December 31, 


2024, as provided by the Secretary  


 
14 See id.  







18 
 


As with employees receiving tips, the Treasury Department and the IRS 


recognize that most non-employees receiving tips are determining their eligibility for the 


deduction for the first time.  Similarly, the Treasury Department and the IRS understand 


that it may be difficult for these non-employees to determine whether their tips were 


received in connection with a specified service trade or business and that additional 


guidance is needed to assist non-employees in making that determination. Accordingly, 


the transition relief described above with regard to whether employee tips were received 


in connection with a specified service trade or business will also apply to non-


employees. 


3. Examples 


The following examples are intended to assist taxpayers in determining the 


amount of qualified tips under section 224(d) and do not address other limitations on the 


deduction allowed under section 224(a), including the overall limit on deductions in 


section 224(b)(1), the MAGI limit in section 224(b)(2), and the social security number 


requirement in section 224(e). See 2025 Form 1040 instructions for more details on how 


to apply these limitations. In each example, unless otherwise indicated, assume that 


(1) the individual’s occupation is one that customarily and regularly received tips on or 


before December 31, 2024, and (2) all other requirements for claiming the deduction are 


satisfied. 


Example 1. Employee A is a restaurant server. The amount reported in A’s Form 


W-2 box 7 is $18,000 of social security tips. A did not report any additional tips on Form 
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4137. A may use $18,000 in determining the amount of qualified tips for tax year 2025. 


Example 2. Employee B is a bartender. During tax year 2025, B reports $20,000 


in tips to B’s employer on Form 4070. B’s 2025 Form W-2 reports $200,000 in box 1, an 


amount in excess of the social security wage base, and $15,000 in box 7.  Additionally, 


B reports $4,000 of unreported tips on Form 4137, line 4, and includes this amount in 


income on B’s Form 1040.  B may use either the $15,000 in box 7 of the Form W-2, or 


the $20,000 of tips reported to B’s employer on Forms 4070 in determining the amount 


of qualified tips for tax year 2025. Regardless of the option chosen, B may also include 


the $4,000 of unreported tips from Form 4137, line 4, in determining the amount of 


qualified tips. 


Example 3. Individual D is a self-employed travel guide who operates as a sole 


proprietor. In 2025, Individual D receives $7,000 in tips from customers paid through a 


third-party settlement organization as defined in section 6050W(b)(3). For tax year 


2025, Individual D receives a Form 1099-K from an online booking platform that is a 


third-party settlement organization as defined in section 6050W(b)(3) showing $55,000 


of total payments. The Form 1099-K does not separately identify the tips. However, 


Individual D keeps a log of each tour that shows the date, customer, and tip amount 


received. Because Individual D has daily tip logs substantiating the $7,000 tip amount, 


D may use the $7,000 tip amount in determining qualified tips for tax year 2025. 
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B. Qualified Overtime Compensation 


1. Determining whether an individual is covered and nonexempt 


Section 225(c) of the Code limits qualified overtime compensation to overtime 


compensation in excess of the individual’s regular rate that is required and paid under 


29 USC § 207. In order for overtime to be required under 29 USC § 207, it must, among 


other requirements, be paid to an individual who is both covered by and not exempt 


from the FLSA (an FLSA-eligible employee).15 Thus, an individual who is ineligible for 


Federal overtime (an FLSA-ineligible employee) will generally not be paid overtime. 


However, some FLSA-ineligible employees are eligible for overtime under State law or 


are paid premium rates for certain work for other reasons. Overtime compensation paid 


to FLSA-ineligible employees is not qualified overtime compensation within the meaning 


of section 225(c) with respect to such employment, regardless of applicable State law 


provisions or other circumstances causing these amounts to be paid.  


Because employers and other payors will not be required to separately account 


for qualified overtime compensation, a separate accounting of qualified overtime 


compensation will not appear on written statements furnished to individuals for tax year 


2025 absent an entry in box 14 of Form W-2 or a separate statement containing that 


information. Consequently, individuals who are not furnished a separate accounting of 


qualified overtime compensation in box 14 of Form W-2 (or on a separate statement) 


 
15 For more information on coverage and exemption under the FLSA, see WHD Fact Sheets | U.S. 
Department of Labor, https://www.dol.gov/agencies/whd/fact-sheets (last visited Oct. 28, 2025). 



https://www.dol.gov/agencies/whd/fact-sheets
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must make a reasonable effort to determine whether they are considered FLSA-eligible 


employees, which may include asking their employers or other service recipients about 


their status under the FLSA.  


2. Determining the amount of qualified overtime compensation 


Under section 225(a), an individual may deduct an amount equal to the qualified 


overtime compensation received during the taxable year and included on a statement 


furnished to the individual (a Form W-2, Form 1099-NEC, or Form 1099-MISC). Under 


section 6051(a)(19), employers must include on the Form W-2 the total amount of 


qualified overtime compensation. Similarly, under section 6041(d)(4), payors must 


include on the applicable Form 1099 the portion of payments that are qualified overtime 


compensation. For tax year 2025, a separate accounting of qualified overtime 


compensation may not appear on the written statement furnished to the individual.  


Some employers may choose to report the amount of qualified overtime compensation 


to employees using box 14 of Form W-2 or on a separate statement, in which case 


employees may treat the separate accounting requirement as satisfied for purposes of 


their eligibility for the deduction and use this amount for purposes of determining the 


deduction under section 225. If the amount of qualified overtime compensation is not 


provided by the employer in box 14 of the Form W-2 or on a separate statement, the 


Treasury Department and the IRS have determined that, for tax year 2025, an FLSA-


eligible employee may (1) treat the separate accounting requirement as satisfied if the 


qualified overtime compensation is properly reported on the individual’s Form W-2, 
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Form 1099-NEC, or From 1099-MISC, without regard to the requirements of section 


6051(a)(19) (to separately account for the amount of qualified overtime compensation), 


copies of which are furnished to the individual, and (2) base the determination of the 


amount of qualified overtime compensation (subject to the other limitations and 


requirements for qualified overtime compensation in section 225 of the Code) on other 


documentation such as earnings or pay statements, invoices, or similar statements that 


support the determination, using a reasonable method described below to determine the 


amount of the qualified overtime compensation. Individuals who had multiple employers 


during 2025 may use different methods for each employer. 


Individuals may use any of the following reasonable methods for purposes of 


determining the amount of qualified overtime compensation under section 225(c) for tax 


year 2025:  


(A) If the individual is paid overtime compensation at a rate of one and one-half times 


the individual’s regular rate for hours worked in excess of 40 hours in a workweek, as 


generally required by 29 USC § 207(a), and receives a statement covering the entire 


2025 tax year that separately accounts for the overtime premium, which is generally, the 


“half” portion of the “one and one-half times” amount (the FLSA Overtime Premium), the 


individual may use that separate amount. See example 1.  


(B) If the individual is paid overtime compensation at a rate of one and one-half times 


the individual’s regular rate for hours worked in excess of 40 hours in a workweek, as 


generally required by 29 USC § 207(a), and receives a statement covering the entire 
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2025 tax year that does not separately account for the FLSA Overtime Premium, but 


does include an entry showing the aggregate dollar amount of the FLSA Overtime 


Premium combined with the portion of the individual’s regular wages for the hours 


worked over 40 in a workweek, the individual may use one-third of that aggregate dollar 


amount. See example 2. 


(C) If the individual is paid overtime compensation at a rate in excess of one and 


one-half times the individual’s regular rate for hours worked in excess of 40 hours in a 


workweek, as generally required by 29 USC § 207(a) (for example, two times the 


individual’s regular rate), and receives a statement covering the entire 2025 tax year 


that separately accounts for the portion in excess of the employee’s regular rate, the 


individual may multiply that separate amount by an appropriate fraction to approximate 


the FLSA Overtime Premium (for example, if overtime is paid at a rate of two times the 


regular rate, the appropriate fraction is one-half) and use the product. See example 3. 


(D) If the individual is paid overtime compensation at a rate in excess of one and 


one-half times the individual’s regular rate for hours worked in excess of 40 hours in a 


workweek, as generally required by 29 USC § 207(a) (for example, two times the 


individual’s regular rate), and receives a statement that does not separately account for 


the FLSA Overtime Premium but does include an entry showing the aggregate dollar 


amount of overtime compensation at that higher rate for the hours worked over 40 hours 


combined with the portion of the individual’s regular wages for the hours worked over 40 


in a workweek covering the entire 2025 tax year, then the individual may multiply the 







24 
 


aggregate dollar amount by an appropriately smaller fraction (for example, if overtime is 


paid at a rate of two times the regular rate, the appropriate fraction is one-fourth) and 


use the product. See example 4. 


(E) If the method for determining the amount of qualified overtime compensation 


described in paragraph (B) or (D) above would result in underestimating the employee’s 


qualified overtime compensation (for example, because the individual’s regular rate is 


increased by a nondiscretionary bonus), the individual may adjust the method described 


in paragraph (B) or (D) to take the difference into account.  


(F) If the individual is paid overtime compensation at a rate described in paragraphs 


(A)-(E) above but does not receive any statement covering the entire 2025 tax year 


separately accounting for the FLSA Overtime Premium, the aggregate dollar amount of 


FLSA overtime, or the aggregate dollar amount of overtime compensation paid at a 


higher rate, the individual may use a reasonable method that takes into account (1) the 


regular rate under 29 USC § 207(e) paid to the individual by the employer (or a 


reasonable approximation of this amount), and (2) the individual’s hours of service in 


excess of 40 hours in a workweek (or a reasonable approximation if the individual does 


not have records of actual hours of service) for purposes of determining the amount of 


qualified overtime compensation under section 225(c).  A reasonable method includes 


requesting information from the individual’s employer and using the information 
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provided by the employer for purposes of calculating the deduction.16 


(G) If an individual’s employer satisfies the requirements under 29 USC § 207 by 


operation of another subsection of the FLSA other than 29 USC § 207(a) (including but 


not limited to public sector employees in fire protection and law enforcement (29 USC 


§ 207(k))17, employees of a political subdivision of a State or an interstate governmental 


agency who receives compensatory time off in certain circumstances in lieu of cash 


overtime compensation (29 USC § 207(o))18, and employees of hospitals or certain 


residential care facilities (29 USC § 207(j)),19 the individual must compute the amount of 


overtime compensation by operation of the different overtime rules used in the relevant 


provision of 29 USC § 207 that apply to the individual and may use any reasonable 


method contained in this notice that takes those alternative overtime rules into account. 


See examples 5 and 6. 


The Treasury Department and the IRS are aware that documents such as earnings 


statements and pay stubs take a variety of forms, and employers and other service-


recipients provide overtime compensation in a variety of ways (including, for example, 


 
16 See Fact Sheet #21: Recordkeeping Requirements under the Fair Labor Standards Act (FLSA) | U.S. 
Department of Labor, https://www.dol.gov/agencies/whd/fact-sheets/21-flsa-recordkeeping (last visited 
Oct. 28, 2025) regarding employer’s recordkeeping requirements. 
17 See Fact Sheet #8: Law Enforcement and Fire Protection Employees Under the Fair Labor Standards 
Act (FLSA) | U.S. Department of Labor, https://www.dol.gov/agencies/whd/fact-sheets/8-flsa-police-
firefighters (last visited Oct. 28, 2025). 
18 Amounts described in 29 USC § 207(o) must be properly included on the employee’s Form W-2 to be 
considered qualified overtime compensation. Accordingly, individuals receiving compensatory time under 
29 USC § 207(o)(3)(B) in satisfaction of overtime amounts due under 29 USC § 207 may take the 
overtime amount into account for purposes of section 225 only in the year the compensatory time is paid.  
19 See Fact Sheet #33: Residential Care Facilities (Group Homes) Under the Fair Labor Standards Act | 
U.S. Department of Labor, https://www.dol.gov/agencies/whd/fact-sheets/33-flsa-group-homes (last 
visited Oct. 28, 2025). 



https://www.dol.gov/agencies/whd/fact-sheets/21-flsa-recordkeeping
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combining State-required and FLSA-required overtime). Individuals may use the 


amounts reported as overtime compensation on earnings statements, pay stubs, and 


other documentation provided by payors to calculate the FLSA Overtime Premium for 


2025. For example, individuals may approximate the amounts of FLSA Overtime 


Premium by using overtime amounts reported on a pay statement or similar document 


that covers all wages paid in 2025. See Example 1. In all cases, individuals must 


maintain copies of any documents they rely on in accordance with IRS recordkeeping 


requirements.20  


3. Examples 


The following examples illustrate how an individual may determine the amount of 


qualified overtime compensation that may be allowed as an income tax deduction under 


section 225 of the Code for tax year 2025 and are not intended to address the full 


universe of situations in which overtime payments may be required under the FLSA. 


These examples are intended to assist a taxpayer in determining the amount of 


qualified overtime under section 225(c) and do not address other limitations on the 


deduction allowed under section 225(a), including the overall limit on deductions in 


section 224(b)(1), the MAGI limit in section 225(b)(2), and the social security number 


requirement in section 225(d). See 2025 Form 1040 instructions for more details on how 


to apply these limitations. The examples assume: (1) each individual is furnished a 


 
20 Taxpayers claiming the deduction under section 225 on their tax return must demonstrate they meet the 
requirements of section 225 and establish that they are entitled to the deduction as well as determine the 
appropriate amount of the deduction. See also § 6001; Treas. Reg. § 1.6001-1; see generally Publication 
17, pp. 17-18. 
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Form W-2 without a discrete entry reporting qualified overtime in box 14 or on a 


separate statement; (2) each individual is an FLSA-eligible employee; and (3) all other 


requirements for claiming the deduction are satisfied. 


Example 1. Individual A has access to a payroll system that shows totals of 


amounts paid to Individual A in 2025, including the FLSA Overtime Premium paid during 


2025. In 2025, Individual A is last paid wages on December 22, 2025, for the payroll 


period beginning on November 30, 2025, and ending on December 13, 2025.21 The 


payroll system shows $5,000 as the “overtime premium” that Individual A was paid 


during 2025. For purposes of determining the amount of qualified overtime 


compensation received in tax year 2025, Individual A may include $5,000 (the FLSA 


Overtime Premium).  


Example 2. Assume the same facts as in example 1 except that Individual A’s 


pay stub, shows a total “overtime” amount of $15,000 (which is the FLSA Overtime 


Premium combined with the portion of the individual’s regular wages for the hours 


worked over 40 in a workweek). For purposes of determining the amount of qualified 


overtime compensation received in tax year 2025, the individual may include $5,000 


(the FLSA Overtime Premium, computed by dividing $15,000 by 3). 


Example 3. Individual B’s employer has a practice of paying overtime at a rate of 


two times an employee’s regular rate of pay and Individual B was paid $20,000 in 


 
21 The employee’s earning statement relating to the payroll period beginning on December 14, 2025, and 
ending on December 27, 2025, shows amounts that are not actually paid until January 6, 2026. Thus, it 
would not include any FLSA Overtime Premium paid in 2025. 
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overtime pay under that practice, although 29 USC § 207 only requires Individual B’s 


employer to pay at one and one-half times the employee’s regular rate. Individual B’s 


last pay stub for 2025 shows “overtime premium” of $10,000 paid in 2025 (which is 


Individual B’s overtime premium paid at a rate of two times the individual’s regular rate). 


For purposes of determining the amount of qualified overtime compensation received in 


tax year 2025, Individual B may include $5,000 ($10,000 divided by 2). 


Example 4. Assume the same facts as in example 3 except that Individual B’s 


pay stub shows a total “overtime” amount of $20,000 (which is Individual B’s overtime 


premium paid at a rate of two times the individual’s regular rate of pay combined with 


the portion of the individual’s regular wages for the hours worked over 40 in a 


workweek). For purposes of determining the amount of qualified overtime compensation 


received in tax year 2025, Individual B may include $5,000 (the FLSA Overtime 


Premium, computed by dividing $20,000 by 4). 


 Example 5. Individual C works in law enforcement and is paid $15,000 of total 


annual overtime pay on a “work period” basis of 14 days that complies with section 


207(k) of the FLSA.22  For purposes of determining the amount of qualified overtime 


compensation received in tax year 2025, Individual C may include $5,000 ($15,000 


divided by 3).  


 Example 6. Individual D works for a State or local government agency that gives 


 
22 See Fact Sheet #8: Law Enforcement and Fire Protection Employees Under the Fair Labor Standards 
Act (FLSA) | U.S. Department of Labor, https://www.dol.gov/agencies/whd/fact-sheets/8-flsa-police-
firefighters (last visited Oct. 28, 2025). 



https://www.dol.gov/agencies/whd/fact-sheets/8-flsa-police-firefighters

https://www.dol.gov/agencies/whd/fact-sheets/8-flsa-police-firefighters

https://www.dol.gov/agencies/whd/fact-sheets/8-flsa-police-firefighters

https://www.dol.gov/agencies/whd/fact-sheets/8-flsa-police-firefighters
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compensatory time at a rate of one and one-half hours for each overtime hour worked 


under 29 USC 207(o). In 2025, Individual D was paid wages of $4,500 with respect to  


compensatory time off taken in accordance with section 207(o). For purposes of 


determining the amount of qualified overtime compensation received in tax year 2025, 


Individual D may include $1,500, one-third of these wages for purposes of determining 


qualified overtime compensation under section 225(c). 


IV. Paperwork Reduction Act  
 


The Paperwork Reduction Act of 1995 (44 USC 3501-3520) (PRA) generally 


requires that a Federal agency obtain the approval of the Office of Management and 


Budget (OMB) before collecting information from the public, whether such collection of 


information is mandatory, voluntary, or required to obtain or retain a benefit. An agency 


may not conduct or sponsor, and a person is not required to respond to, a collection of 


information unless it displays a valid control number assigned by the Office of 


Management and Budget. 


This Notice mentions collection requirements for taxpayers to keep records to 


substantiate their tax deductions for tax year 2025. These records are considered 


general tax records under 26 CFR 6001-1. General tax records are already approved by 


OMB under 1545-0074. Additionally, taxpayers report the deductions using Form 1040, 


which is already approved by OMB under 1545-0074. This Notice is not changing the 


already approved OMB collection.  


The Notice mentions new information collection requirements for various forms in 
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tax year 2026. These collections will be submitted for OMB approval when the forms 


and their instructions are updated for tax year 2026. 


V. APPLICABILITY DATE 


This notice applies to the 2025 tax year. 


VI. DRAFTING INFORMATION 


The principal author of this notice is the Office of Associate Chief Counsel 


(Employee Benefits, Exempt Organizations, and Employment Taxes).  For further 


information regarding this notice, call (202) 317-6000 (not a toll-free call). 
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