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FEDERAL INCOME TAX WITHHOLDING CHART 

General Rules: 

� A periodic payment is any distribution that is (i) an annuity or (ii) a similar periodic payment payable for a period greater than one year.1 A periodic payment is subject 
to regular federal income tax withholding for wage payments, unless the recipient elects not to have taxes withheld by completing a Form W-4P. Withholding is 
calculated using any method or table appropriate for ordinary wage payments. If a recipient does not complete a Form W-4P, federal income taxes must be withheld as if 
the recipient was a married individual claiming three allowances.2 A recipient must be given written notice of his/her right to change withholding no later than when 
making the first payment, and then annually thereafter.3 Exception: A U.S. Citizen with a foreign address may not opt out of federal income tax withholding. 

� A nonperiodic payment is any distribution that is not a periodic payment.4 A nonperiodic payment is subject to 10% withholding, unless the recipient elects to have 
additional withholding or not to have taxes withheld by completing a Form W-4P.5 A recipient must be given written notice of his/her right to change withholding prior to 
the distribution.6 

� An eligible rollover distribution is any distribution to a recipient of all or any portion of his/her retirement benefit except: 

• a distribution which is one of a series of substantially equal periodic payments not less frequently than annually made for the life or life expectancy of the 
employee or the joint lives or joint life expectancies of the employee and the employee's designated beneficiary; 

• a distribution which is one of a series of substantially equal periodic payments over a specified period of 10 years or more; 

• a required minimum distribution ("RMD") under Code Section 401(a)(9); or 

• corrective distributions. 

If an eligible rollover distribution is directly rolled over, no withholding is required. If an eligible rollover distribution is not directly rolled over, the rules for periodic and 
nonperiodic payments do not apply. Instead, 20% mandatory withholding applies.7 A recipient must be given a special tax notice within 30 to 180 days prior to 
distribution.8 

� No withholding is required for any portion of a distribution that is (i) not includible in gross income or (ii) less than $200. 

Nonresident Alien Reporting: 

� The default rule for withholding of pension payments to nonresident aliens is 30%.9 

� A recipient may be able to claim a reduced withholding rate by claiming a tax treaty exemption. To claim a tax treaty exemption, the recipient must provide a valid and 
complete Form W-8BEN.10 

                                                        
1  Code §§ 72; 3405(e)(2).  
2  Code § 3405(a).  
3  Code § 3405(e)(10). 
4  Code § 3405(e)(3). 
5  Code § 3405(b). 
6  Code § 3405(e)(10).  
7  Code §§ 3405(c), 3405(e), 402(c).  
8  Code § 402(f). 
9  Code § 1441; Treas. Reg. § 1.1441-1(b)(3)(iii)(C); IRS Publication 515, Withholding of Tax on Nonresident Aliens and Foreign Entities. 
10  Treas. Reg. § 1.1441-1(c)(6). 
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Examples of Withholding to U.S. Citizens and Resident Aliens 

Type of Distribution (Annuity Code) Federal Tax Withholding 

Single life annuity, payable for the lifetime of the member.  Federal income taxes must be withheld under regular income tax withholding rules for wage payments as if the 
recipient was a married individual claiming three allowances, unless the member completes a Form W-4P electing 
not to have taxes withheld or electing to have another amount withheld. 

Member must be given written notice of right to elect withholding no later than when making the first payment, and 
then annually thereafter must be given notice of the opportunity to change his/her withholding. 

Single life annuity with 10 years certain, payable for the life of a 
member; provided, however, that if death should occur during the 
first 10 years, the payments for the remaining portion of the 10-year 
period shall be paid to member's beneficiary. 

 

50% joint and survivor annuity. 

100% joint and survivor annuity.  

Lump sum payment of all or a portion of a member's account. Assuming no part of the lump sum is a required minimum distribution (see below), then 20% mandatory 
withholding applies unless the member elects to have the distribution directly rolled over to another eligible 
retirement plan or IRA. Member must be given a special tax notice at least 30 but not more than 180 days prior to 
distribution. 

Mandatory cash-out of small account if value of account balance is 
less than $1,000. 

Assuming no part of the lump sum is a required minimum distribution (see below), then 20% mandatory 
withholding applies unless the member elects to have the distribution directly rolled over to another eligible 
retirement plan or IRA. Member must be given a special tax notice at least 30 but not more than 180 days prior to 
distribution. 

No withholding is required if account balance is less than $200. 

Required minimum distributions (RMD) made beginning no later 
than the required beginning date over the life or life expectancy of 
the member or the lives or life expectancies of the member and 
his/her beneficiary 

If member elects a lump sum distribution or periodic lump sum withdrawals during the year to satisfy the RMD, 
10% withholding applies, unless the member elects not to have taxes withheld or elects to have additional taxes 
withheld by completing a Form W-4P. 

Member must be given written notice of right to change withholding prior to distribution.  

If the RMD is satisfied as part of installment payments paid over a period of 10 years or more as an annuity, federal 
income taxes must be withheld under regular income tax withholding rules for wage payments as if the recipient 
was a married individual claiming three allowances, unless the member completes a Form W-4P electing not to 
have taxes withheld or electing to have another amount withheld.  

Member must be given written notice of right to change withholding no later than when making the first payment, 
and then annually thereafter. 

If member elects a lump sum distribution in excess of RMD or requests additional distributions after satisfying the 

RMD for that year, 10% withholding applies to the portion of the distribution that satisfies the RMD, unless the 
member elects not to have taxes withheld or elects to have additional taxes withheld by filing a Form W-4P. The 
remainder of the distribution is subject to 20% mandatory withholding. 

Member must be given written notice of right to change withholding prior to distribution. 
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Examples of Withholding to U.S. Citizens and Resident Aliens 

Type of Distribution (Annuity Code) Federal Tax Withholding 

No tax treaty exemption and not a QEBA payment. Withhold 30% and report payments on Form 1042-S. 

No tax treaty exemption and a QEBA payment. QEBA payments to a member. The member will receive a W-2 with the wage withholding in accordance with the 
wage withholding rules for nonresident aliens, e.g. a nonresident alien can claim only "Single" filing status on line 3 
of Form W-4, even if married, and a nonresident alien cannot claim more than one personal exemption.  
QEBA payments to a beneficiary. Withhold 30% and report payments on Form 1042-S. 

Tax Treaty Exemption Follow tax treaty as claimed on Form W-8BEN. 

 


