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2023 · SHOULD I ROLL OVER MY DORMANT TRADITIONAL 401(K)?

After reviewing your 
Summary Plan Description 

and investment options, 
are you satisfied that your 
plan is well-managed and 

meeting your needs?

NoYes

Consider rolling the 
401(k) into an active 

401(k) or IRA.

Consider rolling the 
401(k) into an active 

401(k) or IRA.

Consider leaving your 
account where it is.

Rollover to an IRA.
Distributions from an IRA 

are taxable as ordinary 
income and may be subject 

to a 10% penalty.

Now consider if any of 
these scenarios might 

apply to your situation:

Now consider if any of 
these scenarios might 

apply to your situation:

Consider rolling the 401(k) 
into an active 401(k) that 

allows for loans.

Take a loan. Loans are not 
available from dormant 

401(k) accounts.

Consider rolling the 
company stock into a 

taxable brokerage account 
to minimize taxes.

You will pay ordinary 
income tax on the basis of 

the shares (and a 10% 
penalty if under 59.5).

Your account holds 
company stock. There may 

be special tax benefits 
utilizing Net Unrealized 
Appreciation options.

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).
You want the option to 

contribute to this account 
in the future.

You can only contribute 
to an active 401(k) 

account.

Distributions from a 401(k) 
or IRA are taxable as 

ordinary income but there 
is no 10% penalty.

You are over the age of 
59.5 and want income.

You could simplify the 
process by consolidating 

401(k)s and IRAs.

You are taking an RMD or 
will soon reach your RMD 

age (72).

You are younger than 59.5 
and want income.

You left your employer at 
the age of 55 or older (50 if 

in public service).

Consider leaving the assets 
at the 401(k) as you may 
qualify for a “separation 

from service” distribution.

Distributions are taxable 
as ordinary income but 
there is no 10% penalty.

Consider rolling the 401(k) 
into an active 401(k) account 

that allows for hardship 
withdrawals.

Hardship withdrawal. This 
feature is only available if 
rolled into an active 401(k) 
account and only applies to 

qualifying expenses.

Distributions are taxable as 
ordinary income and may 

be subject to a 10% penalty.

Consider making this 
election if allowed under 
your plan, or rolling the 

401(k) into an IRA to make 
the election.

Substantially Equal
Periodic Payments. You 
may be able to elect a 

series of withdrawals from 
your 401(k).

Distributions are taxable as 
ordinary income but there 

is no 10% penalty.

None applies.

Consider these four options:

Start Here

© fpPathfinder.com. Licensed for the sole use of Lou Melone of Melone Private Wealth. All rights reserved. Used with permission. Updated 12/01/2022.

2023 · SHOULD I ROLL OVER MY DORMANT TRADITIONAL 401(K)?

After reviewing your 
Summary Plan Description 

and investment options, 
are you satisfied that your 
plan is well-managed and 

meeting your needs?

NoYes

Consider rolling the 
401(k) into an active 

401(k) or IRA.

Consider rolling the 
401(k) into an active 

401(k) or IRA.

Consider leaving your 
account where it is.

Rollover to an IRA.
Distributions from an IRA 

are taxable as ordinary 
income and may be subject 

to a 10% penalty.

Now consider if any of 
these scenarios might 

apply to your situation:

Now consider if any of 
these scenarios might 

apply to your situation:

Consider rolling the 401(k) 
into an active 401(k) that 

allows for loans.

Take a loan. Loans are not 
available from dormant 

401(k) accounts.

Consider rolling the 
company stock into a 

taxable brokerage account 
to minimize taxes.

You will pay ordinary 
income tax on the basis of 

the shares (and a 10% 
penalty if under 59.5).

Your account holds 
company stock. There may 

be special tax benefits 
utilizing Net Unrealized 
Appreciation options.

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).
You want the option to 

contribute to this account 
in the future.

You can only contribute 
to an active 401(k) 

account.

Distributions from a 401(k) 
or IRA are taxable as 

ordinary income but there 
is no 10% penalty.

You are over the age of 
59.5 and want income.

You could simplify the 
process by consolidating 

401(k)s and IRAs.

You are taking an RMD or 
will soon reach your RMD 

age (72).

You are younger than 59.5 
and want income.

You left your employer at 
the age of 55 or older (50 if 

in public service).

Consider leaving the assets 
at the 401(k) as you may 
qualify for a “separation 

from service” distribution.

Distributions are taxable 
as ordinary income but 
there is no 10% penalty.

Consider rolling the 401(k) 
into an active 401(k) account 

that allows for hardship 
withdrawals.

Hardship withdrawal. This 
feature is only available if 
rolled into an active 401(k) 
account and only applies to 

qualifying expenses.

Distributions are taxable as 
ordinary income and may 

be subject to a 10% penalty.

Consider making this 
election if allowed under 
your plan, or rolling the 

401(k) into an IRA to make 
the election.

Substantially Equal
Periodic Payments. You 
may be able to elect a 

series of withdrawals from 
your 401(k).

Distributions are taxable as 
ordinary income but there 

is no 10% penalty.

None applies.

Consider these four options:

Start Here



Melone Private Wealth

Disclosures:
The information is illustrative only and provided is for educational and informational purposes only and does not constitute investment advice and it should not be relied on as such. It should
not be considered a solicitation to buy or an offer to sell a security. It does not take into account any investor's particular investment objectives, strategies, tax status or investment horizon.
You should consult your attorney or tax advisor.

The views expressed in this commentary are subject to change based on market and other conditions. These documents may contain certain statements that may be deemed forward‐looking
statements. Please note that any such statements are not guarantees of any future performance and actual results or developments may differ materially from those projected. Any
projections, market outlooks, or estimates are based upon certain assumptions and should not be construed as indicative of actual events that will occur.

All information has been obtained from sources believed to be reliable, but its accuracy is not guaranteed. There is no representation or warranty as to the current accuracy, reliability or
completeness of, nor liability for, decisions based on such information and it should not be relied on as such.

Melone Private Wealth, LLC (“Melone Private Wealth”) is a registered investment advisor. Advisory services are only offered to clients or prospective clients where Melone Private Wealth and its
representatives are properly licensed or exempt from licensure.

For current Melone Private Wealth information, please visit the Investment Adviser Public Disclosure website at www.adviserinfo.sec.gov by searching with Melone Private Wealth’s CRD#
311638 or go to our website at www.meloneprivatewealth.com
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