INCOME TAX DEDUCTION FOR LEAVE AND BUYOUTS

ANNUAL LEAVE

Employees planning to retire may request a straight Federal Income Tax deduction based upon the current flat withholding rate on lump sum annual leave payments.  Use of the regular percentage withholding method may cause a larger than normal amount of tax to be withheld on the final salary payments, especially if the annual leave is 240 hours or higher.

Employees who DO want to use the Flat Rate tax factor option should check Block 1 below.  

Employees DO NOT want to use the Flat Rate tax factor option should check Block 2 below.  

Please sign and date this form.

1. ___    YES, I do want the Flat Rate tax factor used to figure the taxes on my lump sum annual leave payment.

2. ___    NO, I do not want the Flat Rate tax factor used to figure the taxes on my lump sum annual leave payment.  Use the deduction per my current W-4 withholding.

______________________________                                            ____________________

Signature                                                                                         Date

TAX DEDUCTIONS FROM BUYOUT PAYMENTS

Voluntary separation incentive payments are considered supplemental wages and are treated similarly to cash awards, bonuses, and allowances for withholding purposes.  Most agencies automatically withhold the following taxes from supplemental payments:

Federal Income Tax:  

Most agencies use the Flat Tax Rate to withhold the buyout payment for Federal income tax.

State Income Tax: 

Agencies make deductions based on a specified rate for supplemental payments or the applicable standard rate.

Local Income Tax:

Agencies make deductions based on a specified rate for supplemental payments or the applicable standard rate.

CSRS Employees:  Medicare at 1.45%

FERS & CSRS Offset Employees:  OASDI at 6.2%; Medicare at 1.45%
