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Did you know you may be able to take your 401(k), 403(b), or 457 plan and roll it into another 
type of retirement account while you are still working? Let’s look at how these rollovers can 
happen and the pros and cons of making them.   
    
To start, some basics. Distributions from 401(k) plans and most other employer-sponsored 
retirement plans are taxed as ordinary income, and if you take one before age 59½, a 10% 
federal income tax penalty commonly applies. In addition, 20% of the withdrawn amount is 
withheld for tax purposes. Generally, once you reach age 72, you must begin taking required 
minimum distributions.1 
   
Now, the fine print. You may be able to take a distribution from your qualified, employer-
sponsored retirement plan while still working, via an in-service non-hardship withdrawal. This is 
done by arranging a direct rollover of these assets to an Individual Retirement Account (IRA) in 
order to potentially avoid both the 10% penalty and the 20% tax withholding in the process. It’s 
important to note that this option is only available if allowed by your employer.2 
 
It may be smart to speak to your financial professional before making any changes.  
   
Generally, distributions from traditional IRAs must begin once you reach age 72. The money 
distributed to you is taxed as ordinary income. When such distributions are taken before age 
59½, they may be subject to a 10% federal income tax penalty. 
 
The criteria for making in-service non-hardship withdrawals can vary. Some workplace 
retirement plans simply prohibit them. Others permit them when you have been on the job for 
at least five years or when assets in your plan have accumulated for at least two years or you 
are 100% vested in your account.2  
     
Weigh the pros and cons. Who knows if your reinvested assets will perform better in an IRA 
than they did in your company’s retirement plan? Only time will tell. Right now, you can put up 
to $7,000 into an IRA, annually, if you are 50 or older. The limit on annual additions, however, is 
much more impressive at $58,000 for 2021. Lastly, if your employer matches your retirement 
plan contributions, getting out of the plan may mean losing future matches.3 
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of future results. The publisher is not engaged in rendering legal, accounting or other professional services. If assistance is needed, the reader is 
advised to engage the services of a competent professional. This information should not be construed as investment, tax or legal advice and 
may not be relied on for the purpose of avoiding any Federal tax penalty. This is neither a solicitation nor recommendation to purchase or sell 
any investment or insurance product or service, and should not be relied upon as such. All indices are unmanaged and are not illustrative of any 
particular investment. 
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This Email is being sent by or on behalf of a broker-dealer. It is intended exclusively for the individual or entity to which it is addressed. This 
communication may contain information that is proprietary, privileged, or confidential, or otherwise legally exempt from disclosure. If you are 
not the named addressee, you are not authorized to read, print, retain, copy, or disseminate this Email or any part of it. If you have received 
this Email in error, please notify the sender immediately by Email or fax, and destroy all copies of this communication. 
 
Please be advised that you may conduct securities transactions only by speaking directly with your Registered Representative. To help protect 
your privacy, we strongly recommend that you avoid sending sensitive information, such as account numbers and social security numbers, via 
email. 
 
I cannot accept trade instructions using email or voicemail. If any trade instructions are left, they will not be acted upon. 
 
Please be further advised that, pursuant to the Bank Secrecy Act, the USA PATRIOT Act, and similar laws, any communication in this email is 
subject to regulatory, supervisory, and law enforcement review. 
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