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Cash vs Income – Don’t confuse the two! 

 

Presently the State of Illinois is offering a Lump-Sum buy-out for a portion of the 
cash value of the 3% compound inflation increase some retirees may receive.  
While retirees should they decide to accept the lump-sum are required to rollover 
those funds to an IRA account, many look at these funds as Cash Money not 
Income Money and that could be a major problem. 

 

Remember these funds are a present value of a portion of the increase people 
could receive in retirement.  While the State is providing cash to fund the IRA the 
purpose of these funds could be the income these funds can generate not the 
cash value. This is where the problem could lie.  Many people receiving these 
funds look at these funds as cash.  In doing so they could be ignoring the fact that 
distributions are taxable and should they spend all the funds then in the future 
they may not have the additional income these funds were designed to provide.   

 

One challenge is that some state representatives have made comments like these 
funds could be used to pay down debt, buy a condo or Winnebago.  While the 
funds can be used for those purposes that I don’t believe that was the intent 
behind these dollars. 

 

If you or someone you know is considering retirement and may receive a lump 
sum from their employer, it is important that we discuss the difference between 
Cash & Income.  Again, Don’t Confuse the Two!  

 

If structured appropriately in many cases the retiree maybe able to generate 
more income immediately and in the long run be in a position to generate more 
income and potentially leave a legacy if that is important. 

 

The key here is making sure we have a conversation about the intent behind 
these funds and structuring an income program that maybe able to provide 
sustainable income through retirement. 
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If you are planning on retiring and you are not sure what to do, give me a call and 
we can discuss your situation and develop a strategy around you.  Everyone’s 
needs are different and what may be appropriate for one person does not mean 
that is appropriate for another.  So let’s make sure the option you choose is right 
for you. 

 

If you are interested in learning more or discussing your options, please give me a 
call at 630-235-5273 or email me at mflanagan@flanaganfinancialservices.net and 
we can develop an income strategy  
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