Withholding Table Applying to Retirement Benefits due to Employment with
a Governmental Entity That was Exempt from the Social Security Act for
Recipients Born After 1952 and Who Have Reached Age 62

The attached tables incorporate the deductions enacted under Public Act 597 of 2012 and allowed
for individuals receiving pension and retirement benefits due to employment with a government
entity that was exempt under the federal Social Security Act when the recipient was born after
1952 and has attained age 62. Almost all employment is covered by the federal Social Security
Act. The most common instances of pension and retirement benefits from employment that is not
covered by Social Security are police and firefighter retirees, some federal retirees covered under
the Civil Service Retirement System hired prior to 1984, and a small number of other state and
local government retirees. Federal retirees hired since 1984 and those covered by the Federal
Employees’ Retirement System were covered under the Social Security Act.

The deduction applies to taxpayers who were born after 1952 and who are age 62 through 66. For
a joint return, the birth date of the older spouse determines the age range for the return. For 2021,
taxpayers born during 1955 through 1959 with retirement benefits due to employment exempt
from the Social Security Act are eligible for the deduction since they will be at least age 62 during
2021. The deduction is equal to the lesser of the total amount of retirement and pension benefits
or $15,000 per worker receiving qualifying retirement benefits from exempt employment. The
attached withholding table incorporates this deduction for each worker separately and will apply
to single and married recipients. The deduction should only affect any pension withholding on the
retirement benefits due to employment exempt from the Social Security Act. Private retirement
benefits and benefits from employment with a governmental entity that were covered by the Social
Security Act are generally subject to tax and the withholding due on those benefits should not be
calculated using this table.

The table incorporates the current income tax rate of 4.25 percent and a personal exemption amount
0f $4,900. Pension administrators can also program the appropriate withholding amount using the
formulas below for benefit recipients born after 1954, who are between age 62 and age 66, and
receive retirement benefits due to employment exempt from the Social Security Act.

Withholding = [Pension subject to tax — monthly pension deduction — (allowance per exemption x
number of exemptions)] x 4.25%

For 2021 the monthly pension deductions and personal exemption amounts are

Pension deduction per month = $15,000/12 = $1,250.00
Personal exemption allowance = $4,900/12 = $408.33 per exemption
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