It’s Not a Windfall, It’s Your Savings
Individuals who change jobs may want to avoid cashing out their retirement
savings plan accounts and instead keep that money invested in a qualified
tax-deferred account.
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It’s Not a Windfall, It’s Your Savings
Rollover Rules
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Some for You, Some for the IRS
Here’s what cashing out a $20,000 retirement
plan account might look like.
Amount to cash out
24% federal taxes
10% early withdrawal penalty
Cash remaining

$20,000
$4,800
$2,000
$13,200

Ima Saver’s account balance
Al Spendit’s account balance

$205,573
$138,599

Source: DST Systems, Inc. This hypothetical example is for
illustrative purposes only. It assumes a monthly contribution
of $200 and an average annual return of 6% (compounded
monthly). It does not represent any specific investment
product offered by your plan and does not include any
investment fees and expenses. Your investment returns will
differ, and it is unlikely that your contribution amount will
remain the same over a long period. Pretax contributions and
related plan earnings will be subject to ordinary income taxes
and a possible early withdrawal tax upon distribution.

Source: DST Systems, Inc. This hypothetical example is for
illustrative purposes only and assumes a federal income tax rate
of 24%. Your tax rate may be different, and you may be eligible
for an exception to the 10% additional tax on early withdrawals.

Source/Disclaimer:
1. Some retirement plans also offer a Roth contribution option. Unlike pretax contributions, Roth contributions do not offer immediate tax
savings. However, qualified Roth distributions are not subject to federal income taxes when all requirements are met.
2. The additional tax is not deducted from the gross amount of the distribution but is payable when you file your tax return, unless you
qualify for an exception.
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