January 2010

ANNUAL REMINDER ABOUT

INCOME TAX WITHHOLDING FOR PENSION PAYMENTS

As you may recall, you were given the choice of whether you want federal income tax
withheld from your benefit payments. This is to remind you that you may change your
withholding if you wish.

The Internal Revenue Service (IRS) has issued new tax withholding tables effective
February 1, 2010 that are used to calculate the federal income tax withholding for
pension payments.

In summary, the automatic withholding threshold has been decreased. Therefore, the
amount of federal tax withheld from your payments (if any) may change. If your
payments are less than $2,080 a month, we will stop withholding income tax from those
payments unless you specifically request withholding. NDPERS has adjusted its
system to incorporate the new withholding requirements which are reflected in your
February 1 payment.

If you wish to adjust your withholding you must file a new W-4P with the PERS office.
You may obtain the form from our web site at www.nd.gov/ndpers under the “New Tax
Tables” notice on our home page which contains links to the W-4P form, 2010 tax tables
and the IRS on-line withholding calculator. If you use the IRS on-line calculator, do not
check the box inquiring about a non-government pension. Forms are also available by
calling the NDPERS office at 701-328-3900 or 1-800-803-7377.

Withholding is one way for you to pay a portion of your income tax. If no tax or not
enough tax is withheld from your benefits, you may have to pay estimated taxes during
the year or a tax penalty at the end of the year. Of course, whether you have to pay
federal income tax on your benefit payments depends on the total amount of your
taxable income. Remember, for many people, Social Security benefits are not taxable.

Your decision on withholding is an important one. You may wish to discuss it with a
qualified tax adviser.


http://www.nd.gov/ndpers/forms-and-publications/publications/federal-tax-tables-announcement.pdf
http://www.irs.gov/individuals/article/0,,id=96196,00.html

