2019 · SHOULD I ROLLOVER 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 issues apply to your
situation:

You have a 401(k) loan.
If rolled over, the balance
will be paid off immediately.
Taxes and perhaps a 10%
penalty apply.

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

You’re over the age of
70.5 and take an RMD.

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.

Now consider if any of
these issues apply to your
situation:

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

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.

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

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

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

You are younger than
59.5 and want income.

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

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 apply.

Income is taxable as
ordinary income but no
penalty.

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

Hardship Withdrawal 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.
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OCTO Capital Wealth Management (OCWM) offers low-cost, tax-efficient index investment management and financial planning.
OCWM derives its investment strategy from Nobel-prize winning academic research and financial science using portfolios from
Dimensional Fund Advisors (DFA), Vanguard and ETF funds, as well as cash equivalents, maturity laddered bond and CD portfolios.
Our portfolios aim to capture higher expected returns by tilting exposure to key “factors”, such as company size, value, and
profitability; without slavishly adhering to an index.
OCTO Capital, LLC is a Registered Investment Advisor, adhering to a Fiduciary standard of practice. Typical fees are between
$625/quarter and $2,000/quarter.
For more information, please call our office at 248-731-7729, or visit our website: www.octo-capital.com
*OCTO Capital, LLC is a Registered Investment Advisor. We do not provide tax preparation services. All tax-related decisions must
be discussed with a qualified professional.
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