Bonus Tax Withholding Advice

Date: [Insert Date]

To: [Employee's Name]

From: [Your Name] | [Your Position]

Subject: Bonus Tax Withholding Guidance

Dear [Employee's Name],

We are pleased to inform you that you will be receiving a bonus in the upcoming payroll. As part
of the financial planning process, we would like to provide you with important information

regarding tax withholding for your bonus.

According to IRS guidelines, bonuses are generally considered "supplemental wages.” This
means that your employer has two options for withholding federal income tax on your bonus:

e Percentage Method: A flat rate of [insert rate]% will be withheld from your bonus.

e Aggregate Method: Your bonus will be added to your most recent regular paycheck, and
taxes will be calculated based on your total income, potentially resulting in a higher
withholding.

We recommend reviewing your current tax situation and considering the following:

« Will the withholding align with your overall tax strategy for the year?

e Would you prefer a higher withholding now, or would you like to adjust your W-4 for
future pay periods?

o Are there any changes in your financial situation that may affect your tax obligations?
Please feel free to reach out to the HR department or a tax professional if you have any questions
regarding the tax implications of your bonus. We want to ensure that you have a thorough
understanding of how your bonus will impact your overall financial planning.

Thank you for your attention, and congratulations on your upcoming bonus!
Sincerely,
[Your Name]

[Your Position]

[Company Name]



