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SUMMARY OF WITHHOLDING TAX REQUIREMENTS
- :ON WITHDRAWALS FROM LACERA

'»Whatisthetaxlav_:\:rf T T . . i :
Beginning January 1, 1993, Federal tax law requires LACERA to automatically withhold 20% tax
- from a lump sum distribution of taxable retirement contributions paid directly toyou. = "
® . This law will affect you if you terminate County or Distri¢t service for any reason before retire-

- ment and receive a check for the lump sum withdrawat of your taxable contributions including

z'ntere_st.;§3. - ¥ R el S .
{ .o . Other forms of payment - such as a lifetime monthly retirement allowance — are not subject to
. How can you avoid this autoinatic tax? R : .
(2) If you are terminating service and are eligible for deferred retirement, you can leave your contri-
~ “butions on depgsit with LACERA and'let them continue to earn interest until you are eligible to
- draw.a monthly retirement benefit. You will not:-owe taxes on- your retirement contributions
until you withdraw them. " - T

Or, . I S o

(2) You can tell LACERA to make a direct rollover to an IR4. The check will be made payable to the’
IRA financial institution. The tax is deferred: until you withdraw your IRA funds, so there is no
automatic withholding. In some cases you can have a direct rollover to another employer’s
qualified retirement plan. A ERHIRN e '

(3) There is another type of rollover available to you — a “60-day rollover.” If you teceive the lump
sum payment and then change your mind, y6ii can'roll over your:money to an IRA within 60
days, but the 20% withholding tax will still apply to the taxable contributions you receive. Tax.

treatment for this type of rollover is complicated. :
The 20%'withhqlding tax law has several tax traps. - :

LACERA must withhold 20% of the taxable portion of your withdrawal fot federal income tax when

making payment to you. : DR el RS :

* 20%tax may be more than you actually owe, The only way t6 get the extra money back is to
claim a refund from the IRS when you file your income tax return.” A

¢ It also may be too little, so you may have additionial taxes to pay. - . G

*. Please note that if the check for the taxable portion is madeé out to you, you:may ‘owe additional
state taxes, and may have state and federal penalties to pay. i i S

What's the nextstep? . oy . :
¢, Read the enclosed booklet that explains the law in detail atid how it willaffect you.

- o Then complete the form to request a deferral (with or without reciprocity), withdrawal, or
_rollover of your retirement contributions upon terminating service with the County. .

l-'féiﬁxqre information = R T R
. More specific information on the tax treatment of payments from qualified retirement planis is Ce
" available in IRS Publication 575, Pension and Annuity Income, and IRS Publication 590, Indviduil ) :
Retirement Arrangements: These publications are available from your local IRS office or by calling. "
1-800 TAX-FORM. You may want to discuss the various tax implications with a financjal or tax
advisorbgfore;makingyour de’g‘is,ioq. LEL o i -
You may also request LACERA's IRA Rollover/Tax Laws brochure for more detailed information. If:: .
you have any questions about your retirement benefits, pledse contact LACERA at 818-564-6132 or-
800-786-6464. i i ' :
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