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company for both their current paycheck and their future retirement income. In one fell

savings.

H O W A N I N - S E R V I C E W I T H D R AWA L M AY B O O S T Y O U R S AV I N G S
Clearly, wage earners need protection when their employers are the managers of their

401(k). that’s why in 2004 Congress passed regulations allowing for “In-service

Withdrawals.” Now, under certain circumstances, your employer must allow you to roll over

at least a portion of your 401(k) into a self-directed plan. Here’s why you may want to

consider doing just that:

• M O RE I NVES TM ENT O PTI O NS . . . When you roll over part or all of your 401(k) into a

V I SI t u S ON L I N E At
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self-directed account, you’ll have access to a much wider range of investment vehicles
than the typical 401(k) offers, giving you greater opportunities for growth.

• Y O UR CHO I CE O F A DVI S O R . . . You’ll also be able to choose an investment advisor who
provides you with greater service and support, and helps you tailor your savings strategies
to your goals and risk tolerance.

• G REATER DI VERS I TY . . . By moving funds away from your employer’s management,
you’ll have greater diversity with your retirement savings and won’t be as dependent on

the performance of your employer’s plan. that’s especially important if your employer is
funding your 401(k) with company stock.

• A CHA NCE FO R TA X- FREE I NCO M E AT RETI REM ENT . . . With this type of rollover, you

have the choice of a traditional IrA or a roth IrA. the traditional IrA allows you to make

the rollover tax-free, but your distributions at retirement will be taxed as ordinary

income. With the roth IrA, on the other hand, you’ll pay current income taxes on your
fund balance, but at retirement, your distributions will be completely tax free.

• CO NTI NUI TY I N CA S E Y O U CHA NG E EM PLO Y ERS . . . If you change jobs between now
and retirement, you won’t have to worry about a disruption to your retirement plan
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contributions. You can continue to contribute to your IrA – either traditional or roth –

regardless of who your current employer may be. On the other hand, if you are downsized

or leave the employer sponsoring your current pension plan, you won’t be able to make

further contributions unless you roll it over.

• B ETTER ES TATE PLA NNI NG O PTI O NS . . . With an IrA, you have much greater options

for naming beneficiaries for your plan. that’s important, because it allows your

beneficiary to stretch out distributions based on his or her life expectancy, thus delaying
taxes and extending the opportunity for tax-deferred growth. Most employer-sponsored

pension plans don’t offer these options.
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Of course, “In-service Withdrawals” are subject to certain limitations:

• You must be at least 59 ½ years of age to take advantage of this option.

• You must be a participant in any employer-sponsored pension plan, including 401(k)s,
403(b)s, 457s, money purchase plans and defined benefit plans.

• Although you must be allowed to redirect at least 25 percent of your account, your
employer may impose limits beyond this minimum.

• You must roll over your funds into an appropriate, tax qualified plan to avoid tax
penalties.
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Before you make this move, consider these potential drawbacks:

• Y O U M AY LO S E O UT O N FAVO RA B LE TA X TREATM ENT. Net unrealized Appreciation

(NuA) tax treatment may apply if your company pension plan holds highly appreciated

company stock. under this provision, you may be able to take a distribution of your

employer’s stock from your qualified plan and pay ordinary income tax only on your basis
at the time of distribution while deferring taxes on appreciation, which will be taxed at

long-term capital gains rates when you eventually sell the stock. With an IrA, however,

you will pay ordinary income tax, generally a higher tax rate, on the shares at
distribution.

• Y O U M AY NO T HAVE THE S A M E LEVEL O F CREDI TO R PRO TECTI O N. Federal law
protects assets in most employer-sponsored pension plans, while state laws govern the
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protection that IrAs have against creditor action. Federal bankruptcy law does protect

your IrA, however.

• Y O U M AY LO S E O UT O N PENA LTY- FREE WI THDRAWA LS . under current law, if you
leave your job between the ages of 55 to 59 ½, you may be able to take penalty-free

withdrawals from an employer’s plan, something you wouldn’t be able to do from other
plans until age 59 ½. It may also be harder to take out loans from an IrA.

• Y O U M AY HAVE TO TA K E DI S TRI B UTI O NS S O O NER THA N Y O U’ D LI K E. With most

qualified plans, incuding IrAs, you have to start taking required minimum distributions
from your plan by no later than age 70 ½. However, if you are still working, you may be

able to delay distributions from your employer-sponsored plan. that can be an important

consideration if you plan to keep working into your 70s.

Before you decide to roll funds over from one plan to another, be sure to review with your

qualified advisor all the potential fees, expenses, commissions, taxes and other legal
ramifications that may impact your choice.
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With as much as you may have riding on making the right choice for your retirement savings,

you probably want expert help. If so, let the dMG Financial team help you evaluate your
options and create a retirement savings strategy that meets your needs. We have been

serving clients just like you for more than 35 years and have more than $80 million in assets

under management. We’d welcome the opportunity to help you diversify your employersponsored retirement funds, so call us today at 800-983-4448 to get started.
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First established in 1993, dMG Financial was created to help clients achieve their most

cherished goals through personalized financial planning services and a wide range of quality

financial products. today, dMG Financial has evolved to include a team of affiliated financial
professionals from coast to coast. Working together, the advisors of dMG Financial offer the

expertise, planning techniques, and products to serve businesses, individuals, and families.

