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 FORM W-4P 
 WITHHOLDING ON PENSION AND ANNUITY PAYMENTS
 
 General 
 
In general, payments made from pension, profit sharing, stock bonus, annuity, certain qualified 
deferred compensation plans, individual retirement arrangements (IRAs) and commercial 
annuities, are subject to withholding.  However, qualified distributions from a Roth IRA are non-
taxable and therefore, not subject to withholding. The type of payment determines the 
withholding method and amount. 
 

Periodic Payments 
 
Periodic payments  are payments received in installments, at regular intervals, over a period of 
more than one year from the pension or annuity starting date.  These payments are subject to 
income tax withholding using the normal payroll withholding tables if the benefit paid is more 
than $1,600 a month ($19,200 a year).  The withholding is calculated as if the recipient is 
married and claiming three withholding allowances, unless a W-4P Form is completed and the 
number of withholding allowances is designated on the form. 
 
 Non-Periodic Payments 
 
Non-periodic payments are subject to a 10% withholding, if not eligible for rollover. 
Distributions eligible for rollover are subject to a  mandatory 20% withholding unless the 
distribution is paid directly to either another qualified plan or an Individual Retirement Account 
(IRA).  If the distribution is eligible for rollover, the recipient must be given a written 
explanation of the rollover provisions, capital gain and 10 year averaging provisions, and the 
mandatory 20% withholding rules at least 30 days, but not more than 90 days, before the 
distribution is made.  See Legacy Professionals LLP 1099 Release. The payor must withhold a 
flat 10% rate unless the recipient chooses not to have income tax withheld by submitting Form 
W-4P.  Line 2 cannot be used on Form W-4P for non-periodic payments; however, you may use 
Line 3 to specify an additional amount that you want withheld. 
 
 Form W-4P 
 
Recipients should be given Form W-4P when the first payment is made, and at least once each 
calendar year thereafter.  A recipient can elect the following using a Form W-4P: 
 

• No withholding from periodic and non-periodic payments not eligible for rollover  
(Line 1) 

 
• Withholding on periodic payments according to marital status and number of allowances 

(Line 2) 
 

• Withholding of additional amount from periodic and non-periodic payments (Line 3) 
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However, the election for no withholding of income tax does  not apply to any distributions 
made to a U.S. citizen or a resident alien, whether periodic or non-periodic, that are delivered 
outside the United States or its possessions.  
 
Additionally, if a W-4P is submitted with an incorrect taxpayer identification number, the payor 
cannot honor a request for no income tax withholding and must withhold federal income tax at a 
10% rate on any payments.   
 
Note: Non-resident aliens cannot elect to have no tax withheld.  The rules on these 

payments have changed for payments made after 12/31/01.  The withholding rules 
will depend on the country that the pensioner resides in and the applicable tax 
treaty.  Absent a tax treaty exemption, non-resident aliens, non-resident alien 
beneficiaries and foreign estates generally are subject to a 30% Federal withholding 
tax under Section 1441 on the taxable portion of a periodic or non-periodic pension 
or annuity payment that is from U.S. sources.  However, most treaties provide that 
private pensions and annuities are exempt from withholding and tax. 

 
Also, payments from certain pension plans are exempt from withholding even if no 
tax treaty applies. For additional information see Publication 515 and Publication 
519.  A foreign person should submit Form W-8BEN Certificate of Foreign Status of 
Beneficial Owner for United States Tax Withholding, to the Payor before receiving 
any payments.  The form W-8BEN must contain the foreign person’s TIN. The 
payor must furnish a statement on Form 1042-S by March 15th of the following 
year. 
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