2020 · SHOULD I ROLL OVER MY DORMANT 401(K)?
Start Here
Is the plan well-managed
and meeting your needs?

Yes

No

Consider rolling it into an
IRA or an active 401(k).

Consider leaving the
assets at the 401(k).

You are over the age of
59.5 and want income.

Now consider if any of
these scenarios might
apply to your situation:

You want the option to
contribute to this account
in the future.

You can only contribute to
a 401(k) plan if it’s active.

You will be, or soon will
be, subject to an RMD due
to reaching your Required
Beginning Date (Age 72 if
you were born after
7/1/49. Age 70.5 if you
were born before 7/1/49).

You have a 401(k) loan.
If rolled over, the balance of
the loan should be repaid
by the due date of your tax
return for the year you left
your employer (including
extensions) .

Your 401(k) holds
company stock. There
may be special tax benefits
utilizing Net Unrealized
Appreciation options.

You could simplify the
process by consolidating
401(k)s and IRAs.

Consider rolling the
company stock into a
taxable brokerage account
to minimize taxes.

Consider rolling the plan
over to an active 401(k) or
an IRA.

Now consider if any of
these scenarios might
apply to your situation:

Systematic income 72(t).
This feature is unique to
IRAs and not available in
401(k)s.

You left your employer at
the age of 55 or older (50
if in public service).

You are younger than
59.5 and want income.

Consider rolling the 401(k)
into an IRA and elect
substantially equal
periodic payments.

Distributions from a 401(k)
or IRA are taxable as
ordinary income but no
10% penalty.

Consider these four options:
Consider leaving the assets
at the 401(k) as you may
qualify for a “separation
from service” distribution.

I don’t know.
Reference “Plan Summary
Document” and
statements to see if
investments are low cost,
and quality of investment
options.

None applies.

Income is taxable as
ordinary income but no
penalty.

Take a loan. Loans are not
available in dormant
401(k)s.

Hardship Withdrawal. This
feature is only available if
rolled into an active 401(k)
and only applies to
qualifying expenses.

Consider rolling the
dormant 401(k) into an
active 401(k) that allows
for loans.

Consider rolling the 401(k)
into an active 401(k) that
allows for Hardship
Withdrawal.

You will pay income tax on
the basis of the shares
(and a 10% penalty if
under 59.5).
Income is taxable as
ordinary income but no
10% penalty.
Rollover to an IRA.
Income taken from an IRA is
taxable as ordinary income
and may be subject to a
10% penalty.

Income is taxable as
ordinary income and may
be subject to a 10% penalty.

© fpPathfinder.com. Licensed for the sole use of Melanie Brophy, CFP® of Next Play Financial Solutions, LLC. All rights reserved. Used with permission. Updated 7/15/2020.

Next Play Financial Solutions, LLC | Financial Planning Services
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Next Play Financial works with couples to improve both their financial lives and their communication surrounding money. We will
work together to create a partnership around finances so that both individuals feel secure and confident in your family’s future.
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Schedule a get-acquainted call today!

Melanie Brophy, CFP®, Owner | Financial Planner
Located in Ashburn, VA | Meet Virtually Across the US
melanie@nextplayfinancial.com | 703-858-4578 | https://www.nextplayfinancial.com/

