IRS Publication 505 Tax Withholding and Estimated Tax 

Tax Withholding for 2014
Exemption from Withholding (page 11)
If you claim exemption from withholding, your employer will not withhold federal income tax from your wages. The exemption applies only to income tax, not to social security or Medicare tax. 

You can claim exemption from withholding for 2014 only if both of the following situations apply.

· For 2013 you had a right to a refund of all federal income tax withheld because you had no tax liability.

· For 2014 you expect a refund of all federal income tax withheld because you expect to have no tax liability.

Use Figure 1-A to help you decide whether you can claim exemption from withholding. Do not use Figure 1-A if you: 

· Are 65 or older,

· Are blind,

· Will itemize deductions on your 2013 return,

· Will claim an exemption for a dependent on your 2013 return, or

· Will claim any tax credits on your 2013 return.

Students.   If you are a student, you are not automatically exempt. If you work only part time or during the summer, you may qualify for exemption from withholding. 

Example 1.
You are a high school student and expect to earn $2,500 from a summer job. You do not expect to have any other income during the year, and your parents will be able to claim an exemption for you on their tax return. You worked last summer and had $375 federal income tax withheld from your pay. The entire $375 was refunded when you filed your 2013 return. Using Figure 1-A, you find that you can claim exemption from withholding.

Example 2.
The facts are the same as in Example 1, except that you also have a savings account and expect to have $400 interest income during the year. Using Figure 1-A, you find that you cannot claim exemption from withholding because your unearned income will be more than $350 and your total income will be more than $1000. 
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You may have to file a tax return, even if you are exempt from withholding. See Publication 501 to see whether you must file a return. 

