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EMPLOYEE INFORMATION SHEET 
 ANNUITY REDUCTIONS & WITHHOLDINGS 

 
 

 

          $$ Federal Income Tax $$              
 
The first reduction most employees think of is federal tax.  Unless you specify a monthly 
withholding rate or amount, the Office of Personnel Management (OPM) will withhold 
Federal income tax as if you are married and claiming three allowances.  If you do not 
have at least 90 percent of your yearly tax liability withheld from your salary, annuity or 
made via quarterly payments to the Internal Revenue Service (IRS) you may be penalized 
by the IRS. 
 
To start withholding or change a rate of withholding  
 

You must complete a Form W-4P, Withholding Certificate for Pension or Annuity 
Payments and submit it along with your Retirement Application please visit www.irs.gov 
to obtain this form.   
 
To cancel tax withholding  
 

Complete a W-4P-A or signed letter (including Civilian Service Annuity (CSA) and 
signature) and mail it to OPM or use the services online at, 
https://www.servicesonline.opm.gov/(yhnzmp55ztvh1huma23uwt55)/Default.aspx.  
You may also utilize OPM’s automated self-service telephone system by calling (1-
888-767-6738).   
 
You should also note that a portion of your annuity is a return of your retirement 
contributions made throughout your federal career.  Taxes have already been withheld on 
these retirement contributions, so there will be a portion of your annuity that is not taxed.  
OPM will provide you with your total retirement contributions upon application for 
retirement.  OPM will automatically calculate the tax-free portion of your annuity and 
provide that amount on your annual tax statement, Form 1099R.  You must claim this tax-
free portion when you file your tax return.  For example, you contributed $25,000 in 
retirement contributions throughout your Federal career.  OPM determines that the tax free 
portion of your monthly annuity is $150.  You will receive $150 per month in tax-free 
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annuity payments until you have received $25,000.  Then your entire annuity will be 
taxable.    
 
*Note: You may change the amount withheld whenever you think it is necessary.   
 
It is not
 

 mandatory for you to have taxes withheld from your monthly annuity 
However, you must file an estimated return to the IRS if less than 90% of the Federal 
income tax due during a year is withheld from your income.  You will be liable for the full 
amount of the taxes when they fall due, and maybe incur an additional interest penalty if 
sufficient taxes were neither withheld from your income nor paid to the IRS in advance as 
estimated payments. 
 
IRS Publication 721, Tax Guide to U.S. Civil Service Retirement Benefits  
 

This explains how the federal income tax rules apply to civil service retirement benefits 
received by federal employees or their survivors.  This booklet is available on the Internet 
(www.irs.gov), or you may call 1-800-TAX-FORM to get the publication mailed to you 
free of charge. 
 
State Income Tax 
 

Your annuity is also subject to State tax, unless you live in a State that has no personal 
income tax law or a State that exempts federal annuities from State tax.  You should 
contact your State taxing authority to determine if your federal annuity is subject to State 
Income Tax.  
 
Some states that tax federal annuities participate in a program that allows OPM to 
withhold the tax directly from your annuity.  If you live in one of the states shown below, 
then you should have your state tax withheld from your annuity.   
 

Arizona   Arkansas   California 
Colorado   Connecticut   Delaware 
District of Columbia  Georgia   Idaho 
Indiana   Iowa    Louisiana 
Maine    Maryland   Michigan 
Minnesota   Mississippi   Missouri  

 Montana   Nebraska   New Jersey  
 New Mexico   North Carolina  Ohio   
 Oklahoma   Oregon   Rhode Island  
 South Carolina  Utah    Vermont   
 Virginia   West Virginia  Wisconsin 
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You must specify the monthly amount of state tax you want withheld.  Deduction amounts 
must be in whole dollars.  The minimum monthly amount OPM is able to withhold is $5.  
Your state tax deductions will be reflected on notices of annuity adjustment mailed when 
payments change and will be included in your yearly statement (Form 1099R) used for 
income tax filing purposes.  As an annuitant already receiving regular annuity payments, 
you may start, change, or stop state tax deductions by using the services online at 
https://www.servicesonline.opm.gov/(yhnzmp55ztvh1huma23uwt55)/Default.aspx, or by 
calling (1-888-767-6738) the automated self-service telephone system.  When calling, you 
will need your CSA number and your Social Security number. 
 
U.S. Territories and Possessions  
There are several U.S. territories and possessions.  Retirees are encouraged to ask 
for forms and advice about the filing of territory or possession tax returns from the 
tax department of their possession or territory.  
 
Survivor Benefit Elections 
 

Retiring employees covered under the Civil Service Retirement System (CSRS) may make 
one of three types of spousal benefit elections at the time of retirement: 
 

• Self Only ( No survivor benefits) 
• Partially reduced annuity 
• Fully reduced annuity (55%) 

 

 
 

Retiring employees covered under the Federal Employees Retirement System (FERS) may 
make one of three types of spousal benefit elections at the time of retirement: 
 

• Self Only (No survivor benefits) 
• One half reduced annuity (25% survivor benefits) 
• Fully reduced annuity 

 
Under FERS, a married retiring employee will receive a reduced annuity to provide 
maximum (50%) survivor benefits to a current spouse unless the spouse agrees not to 
receive the full survivor benefits. 

Married employees retiring under CSRS will automatically 
 receive a fully reduced annuity to provide a current  
spouse survivor annuity unless the spouse consents to an  
election not to receive the maximum survivor benefits.  In  
order for a spouse to stay under the FEHB program, upon a 
retiree’s death, CSRS employees must leave a One half 
reduced annuity survivor benefit. 
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An election of a survivor annuity under both CSRS and FERS will result in a reduction in 
the retiree’s annuity with the exception 

 

of the Self Only election.  In order for a spouse to 
continue under the FEHB program, upon a retirees’ death, employees must leave a 
survivor annuity benefit. 

Federal Employees Health Benefits (FEHB) 
 

CSRS and FERS retirees who qualify for coverage into retirement and choose to remain 
in the program, FEHB premiums will be automatic monthly deductions taken from their 
annuity payments.  
 
Federal Employees Group Life Insurance (FEGLI) 
 

CSRS and FERS retirees can continue life insurance coverage if they were insured 
for life insurance for the five years immediately preceding retirement or the full 
periods of service when coverage was available.  FEGLI premiums will be 
deducted monthly from annuity payments.  
 
Federal Employee Dental and Vision Program (FEDVIP) 
 

Retirees/annuitants and their spouses and eligible dependent children are eligible to 
participate in FEDVIP.  Retirees must have retired with an immediate annuity (a FERS 
Minimum Retirement Age plus 10 annuity, postponed, counts as an immediate annuity).  
Retirees are not required to contact BENEFEDS.  However, you can speed up the process 
by contacting BENEFEDS at 1(877)888-3337 and letting them know that you have retired 
and FEDVIP premiums need to come out of your annuity payment.  Retirees pay 
premiums on post tax basis. 
 

Checking and savings allotments are voluntary deductions for allotments sent by 
direct deposit to a checking or savings account in your name.  You may have up to 
two allotments.  The accounts must be maintained at a domestic financial 
institution. This does not include charities, savings bonds, garnishments or other 
court orders, union or other organizational dues.  You must maintain at least a $100 
net annuity payment.  The allotment must be for a minimum of $50. 

Checking and Savings Allotments 

 

Allotments to Organizations 
You can start, change, or stop an allotment to participating organizations. 
Participating organizations include: 

• American Federation of Government Employees (AFGE); 
• Fraternal Order of Retired Border Patrol Officers (Museum); 
• National Association of Postmasters of the U.S. Political Action Committee; 
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• National Rural Letter Carriers Association Political Action Committee; 
• National Treasury Employees Union (NTEU); 
• Northwest Plan Administrators; and 
• Treasury Employees Political Action Committee 

  
If the organization for which you wish to make an allotment is not listed above, you 
should contact them and ask them to provide OPM with the banking information 
needed to forward payments.  OPM’s finance department can be contacted tat the 
following email address: finance@opm.gov.  
 

Changing Voluntary Withholdings  
Remember you can always use OPM online services to make any of the following 
changes:  

• Start, change, or stop Federal and State income tax withholdings; 
• Buy, change, or stop savings bonds; 
• Request a duplicate tax-filing statement (1099R); 
• Change your Personal Identification Number (PIN) for accessing our 

automated systems; 
• Establish, change, or stop an allotment to an organization; 
• Change your mailing address;  
• Start direct deposit of your payment or change the account or financial 

institution to which your payment is sent;  
• Establish, change, or stop a checking or savings allotment; and  

       view a statement describing your annuity payment.  
 

You can also call OPM toll-free number 1(888) 767-6738 for these and many of 
your voluntary withholdings. When using the self-service systems, you will need 
your claim number, Personal Identification Number (PIN), and social security 
number if you do not have a PIN. 
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