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 PAYROLL:  STATE TAX WITHHOLDING FROM EMPLOYEES 
 
       "Pay the income-tax 
           And break your heart upon 't" 
 
           --Elizabeth Barrett Browning 
 
 
I. INTRODUCTION 
 
 This chapter provides accounting and payroll procedures for 

administering State income tax withholding from employees.  
The withholding tax provisions applicable to all resident 
and nonresident employees are administered by the Employment 
Development Department (EDD); the California Employer's 
Guide published by EDD provides more detailed guidance.  
(See Accounting Manual chapter D-371-77, Disbursements:  
State Tax Withholding from Nonresident Nonemployees, for 
guidelines on State income tax withholding from payments 
made to individuals who are not subject to payroll 
withholding.) 

 
II. WITHHOLDING FROM EMPLOYEES 
 
 Wages paid to California residents for services performed 

both within and outside the State are subject to State 
income tax withholding.  Wages paid to nonresidents of 
California for services performed inside the State are 
subject to withholding for State income tax; only wages paid 
to nonresidents of California for services performed outside 
the State are exempt from withholding.  California does not 
distinguish between U.S. citizens, U.S. residents, and 
nonresident aliens with respect to State income tax 
withholding. 

 
A. SUBJECT EMPLOYEES 

 
  University Form UC W-4/DE 4, which provides information 

for determining an employee's tax filing status and the 
number of allowances to claim for income tax 
withholding, must be completed by all new employees.  
This form also is used to request that additional State 
tax be withheld each pay period or to request 
additional allowances for estimated deductions.  
Employees may modify their withholding status at any 
time during the year by filing a new Form UC W-4/DE 4. 

 

http://www.ucop.edu/ucophome/policies/acctman/d-371-77.pdf
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B. EXEMPT EMPLOYEES 
 
  In order to claim exemption from State income tax 

withholding, employees must submit University Form UC 
W-4/DE 4 certifying that they did not have any Federal 
tax liability for the preceding year and that they do 
not anticipate any tax liability for the current 
taxable year. 

 
  Employees who are nonresidents of California and who 

are performing services outside the State of California 
must complete and submit University Form UC W-4/DE 4 to 
claim exempt status.  The exempt status claim must be 
renewed each calendar year by February 15, or the 
employee's withholding status reverts to "single with 
no allowances".  If an employee expects to have a tax 
liability the following year, the employee is required 
by law to file a new Form UC W-4/DE 4 by December 1. 

 
C. WITHHOLDING METHODS 

 
1. General 

 
   The Exact Calculation Method for withholding State 

income tax is used in the Payroll/Personnel 
System.  It is also the most convenient method for 
calculating State income tax withholding manually. 
Tables illustrating this method of calculation are 
provided in the California Employer's Guide. 

 
2. Supplemental Wage Payments 

 
   Supplemental wage payments include, but are not 

limited to, bonuses, special performance awards, 
commissions, overtime pay, back pay (including 
retroactive wage increases), honorariums, faculty 
consulting payments, faculty additional 
compensation, summer stipends, terminal vacation 
pay, dismissal pay, reimbursement for 
nondeductible moving expenses, military leave, and 
special payments. 

 
   When supplemental wages are paid at a different 

time from regular wages, either of two methods may 
be used for withholding income tax from such wages: 

 
  (a) the tax is computed on the combined regular 

and supplemental wages.  The computed tax 
minus the tax withheld from regular wages is 
the amount of tax to be withheld from 
supplemental wages; or 
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II. WITHHOLDING FROM EMPLOYEES  
C. WITHHOLDING METHODS 

2. Supplemental Wage Payments (Cont'd.) 
 

  (b) the tax is withheld at a flat rate without 
any allowance for exemptions.   

 
D. ACCOUNTING CODE 

 
  Liability account number 115145 is used for recording 

State income tax withholding. 
 
 E. REMITTANCE AND REPORTING OF TAX WITHHELD 
 
  1. Remittance 
 
   University locations are required to submit 

California income tax withholding payments to EDD 
by electronic funds transfer (EFT).  If, at any 
time, a location has accumulated $100,000 or more  

*   in Federal employment taxes and more than $500 in 
California income tax, the State tax must be 
deposited by the next banking day.  If the 
liability for Federal employment taxes is under  

*   the $100,000 threshold and more than $500 in 
California income tax has been accumulated, the 
State tax must be deposited according to the semi-
weekly deposit schedule.  Under this schedule, 
taxes withheld on payments made on Wednesday, 
Thursday, and/or Friday must be deposited by the 
following Wednesday.  Taxes withheld on payments 
made on Saturday, Sunday, Monday and/or Tuesday 
must be deposited by the following Friday. 

 
  2. Quarterly Returns 
 
   Wage and withholding information reportable on the 

Quarterly Wage Report, DE 6, is transmitted to EDD 
on magnetic tape.  The tape contains information, 
listed by employee, on unemployment insurance 
covered wages and personal income tax withheld.  
The magnetic tape is sent directly to EDD by the 
location's data processing center. 

 
   After production of the magnetic tape, several 

reports summarizing the reportable wage and 
withholding information are prepared by the data 
processing centers and provided to each accounting 
office.  The UI Wages and California State 
Withholding Tax report provides a listing by 
employee of the unemployment insurance covered 
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wages and personal income tax withheld, as 
reported on the magnetic tape.  Other reports 
provide listings by employee of wages and taxes 
that could not be reported on the magnetic tape 
because the amounts were negative.   

 
   Adjustments to the quarterly DE 6 wage and 

withholding information reported to EDD are made 
on the DE 938, Quarterly Adjustment Form, and the 
Attachment to the DE 938 Form (see Exhibits A and 
B).  The Attachment to the DE 938 Form is 
completed in lieu of Section III of the Form.  

 
3. Annual Reconciliation Return 

 
   All unemployment insurance covered wages paid and 

personal income tax withheld during the calendar 
year must be reported on the DE 7, Annual 
Reconciliation Return (see Exhibit C).  The total 
personal income tax withheld reported on the DE 7 
must agree with the totals reported on the W-2 
Forms. 

 
  4. Reporting Numbers 
 
   For reporting purposes, EDD has assigned the 

following employer identification number to each 
accounting location: 

 
        Regular 
Location       Number 
 
Berkeley       935-0503-0 
Davis       935-0501-4 
Irvine       935-0513-9 
Los Angeles      935-0510-5 
Riverside       935-0511-3 
San Diego       935-0505-5 
San Francisco      935-0509-7 
Santa Barbara      935-0512-1 
Santa Cruz      935-0506-3 
Lawrence Berkeley National 
  Laboratory (LBNL)     935-0507-1 
Lawrence Livermore National  
  Laboratory (LLNL)     935-0508-9 
Los Alamos National  
  Laboratory (LANL)     935-0500-6 
Associated Students of UCLA (ASUCLA) 935-0502-2 
Hastings College of the Law   936-5201-4 
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II. WITHHOLDING FROM EMPLOYEES 
E. REMITTANCE AND REPORTING OF TAX WITHHELD (Cont’d.) 

 
5. Withholding Allowance Reporting 

 
   Normally, if an employee claims eleven or more 

withholding allowances, or claims to be exempt 
from withholding and usually earns more than $200 
a week, State reporting requirements are satisfied 
if a copy of the employee's Form UC W-4/DE 4 is 
submitted to the Internal Revenue Service (IRS).  
(Refer to Accounting Manual chapter P-196-28, 
Payroll:  Federal Taxation of Citizens.) 

 
   The accounting office will comply with the 

employee's request for eleven or more withholding 
allowances unless advised to the contrary by the 
IRS.  Any instructions received from the IRS 
applicable to Federal withholding also are 
applicable to State tax withholding.  The 
accounting office should advise the employee of 
the IRS action immediately by sending the employee 
a copy of the IRS notice. 

 
   To contest an IRS determination regarding State 

withholding allowances, the employee may write to 
the Franchise Tax Board to request a review.  The 
accounting office will continue to withhold State 
income taxes in accordance with the IRS 
determination until notified in writing by the 
Franchise Tax Board of any changes to the 
employee's State withholding status. 

 
   If the UC W-4/DE 4 is not reportable to the IRS 

but the employee claims eleven or more State 
withholding allowances, the accounting office must 
submit a copy of the form to the EDD with the next 
quarterly tax return.  The withholding allowance 
certificate should be treated as valid until the 
accounting office receives written instructions 
from the Franchise Tax Board. 

 
 

http://www.ucop.edu/ucophome/policies/acctman/p-196-28.pdf
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III. RESPONSIBILITIES 
 
     Responsibility                   Action                
 
 1. Campus Accounting Based on the information provided 
  Office   by employees, establish and 

maintain on the data base each 
employee's tax filing status. 

 
      Prepare quarterly and annual 

reports, and remit the tax withheld 
as prescribed. 

 
 2. Data Processing Accumulate the data required 
  Center   regarding unemployment insurance 

covered wages and State income tax 
withheld for each employee for each 
calendar quarter.  Provide the 
magnetic tape detail of covered 
wages and tax withheld; forward the 
tape to EDD as required. 

 
 3. Department/  Obtain sufficient information from 
  Hiring Unit  each new employee to correctly 

identify the employee's State 
income tax withholding status. 

 
 4. Employee   Submit the appropriate form to the 

department or accounting office for 
any State income tax withholding 
status change(s). 

 
IV. REFERENCES 
 
 State of California, California Employer's Guide, published 

by the Employment Development Department. 
 
 Commerce Clearing House, Inc., Payroll Management Guide, 

Volume 2. 
 
 Accounting Manual chapter: 
 
   P-196-28    Payroll:  Federal Taxation of Citizens. 
 
 
 
_______________________ 

Historical note:  Accounting Manual chapter first published 
4/1/70.  Revisions:  1/3/72, 6/1/72, 2/1/73, 10/1/74, 11/1/79, 
11/1/80, 6/15/81, 7/1/83, 4/30/87, 4/15/91, 6/30/96, and 6/30/04; 
analyst—Kathy Henmi. 

http://www.ucop.edu/ucophome/policies/acctman/p-196-28.pdf
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*EXHIBIT A 
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*EXHIBIT B 
 

ATTACHMENT TO THE DE 938 FORM 
 

EMPLOYER NAME  Page   of  
 
EMPLOYER ACCOUNT NUMBER     Qtr. Ended    
 
III. AMENDED EMPLOYEE WAGE REPORT.  The amounts listed below add 

to, but do not replace, existing balances. 

 

SOCIAL 
SECURITY 
ACCOUNT 
NUMBER 

 EMPLOYEE NAME 
 
 
First   Initial   Last Name 

 AMEND UI 
WAGES BY 
THIS 
AMOUNT 

 AMEND 
PIT BY 
THIS  
AMOUNT 
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*EXHIBIT C 
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*EXHIBIT C (Cont'd.) 
 

 


