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California Nonresident Withholding 
Frequently Asked Questions (FAQ) 

 

Are withholding agents required to notify nonresidents of the withholding requirements?   

No.  Withholding agents are not required to notify nonresidents of the withholding requirements.   
It’s recommended that California’s withholding requirements be explained to avoid confusion. 

Is withholding required on payments made to reimburse expenses? 

If the reimbursement is separately accounted for and is not subject to federal Form 1099 
reporting, withholding is not required on payments to reimburse nonresidents for expenses 
related to services performed in California. 

Are withholding agents required to withhold when vendors perform services in connection 
with the sale of goods? 

Yes.  Withholding is required on the portion of the sale that relates to services provided in 
California.  Use California Form 587, Nonresident Withholding Allocation Worksheet, to 
distinguish the portion of payments made for goods from the portion for services.  Form 
available at www.ftb.ca.gov 

Is withholding required when tax-exempt entities make payments to nonresident payees? 

Yes.  Regardless of your tax or organizational status, when a payment is made to a nonresident 
for a service performed in California, withholding may be required. 

How can withholding agents determine if a corporation has permanent place of business in 
California or is qualified to do business in this state? 

Withholding agents rely on a completed California Form 590 stating the corporation has a 
permanent place of business in California.  This protects the withholding agent from penalties for 
failure to withhold (unless the withholding agent has actual knowledge that the statement is 
false).   

What information must be included on a Form 590 to be valid? 

Form 590 must include the: 

• Name and address of the payee 
• Payee’s taxpayer identification number (SSN, FEIN, or CA corp. number) 
• The withholding agent’s name 
• A box checked in from of the applicable exemption. 
• Name and title of the individual completing the form. 
• The individual’s signature and date. 

 

http://www.ftb.ca.gov/
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What should the withholding agent do if a payee gives the withholding agent an incomplete 
Form 590? 

The withholding agent is required to withhold tax on payments made to the payee until a valid 
form is received. 

Must a payee’s Form 590 be renewed each year? 

No.  The certification remains valid until the payee’s status changes.  A new form should be 
secured when any indication of a change in residency status occurs, such as a change of address, 
etc. 

What should a withholding agent do if a false Form 590 received? 

The withholding agent should not accept the Form 590 and should inform the payee that the form 
was not accepted.  Withholding would be required until valid form received. 

Is the withholding agent liable for knowingly accepting a false Form 590? 

Yes.  A withholding agent who knowingly accepts a false Form 590 is subject to the liabilities 
and penalties related to failure to withhold. 

What should a withholding agent do if they withheld 7 percent but have not remitted the 
amount to the FTB and a waiver has been authorized? 

The withholding agent must return any amounts withheld. 

Are withholding agents required to withhold tax when the nonresident entertainer’s 
contract states that there shall be no withholding from compensation? 

Yes.  California law requires the withholding agent to withhold, and the withholding agent can 
be held accountable for the withholding. 

How much withholding is required on performance deposits or guarantees? 

Regardless of performance deposits or guarantees, venues and promoters are responsible for 
withholding on the entire contract amount. 

What is the procedure if a withholding agent receives a letter from the FTB instructing 
them to withhold when no payment is made to the nonresident entertainer because the 
performance was canceled? 

The withholding agent should write canceled on the letter and return a copy to the FTB with an 
explanation that withholding was not done because the performance was canceled and no 
payment was made. 


