
•   Age limitations: In a qualified retirement plan, if you leave 
the company in the year you turn age 55 or older, you will 
avoid the 10% IRS early distribution tax penalty. A similar 
rule applies if you are age 50 or older in the year you stop 
working as a public safety employee (certain local, state or 
federal) — such as a police officer, firefighter, emergency 
medical technician, or air traffic controller — and are taking 
distributions from a governmental defined benefit pension 
or governmental defined contribution plan. In an IRA the 
age restriction is 59½ to avoid the same penalty, unless an 
exception applies.3

•   Employer Securities (company stock) and Net Unrealized 
Appreciation (NUA): Employer securities in your plan may 
have increased in value. The difference between the price 
you paid (cost basis) and the stock’s increased price is NUA. 
Favorable tax treatment of appreciated employer securities is 
lost if moved into another retirement plan or IRA. NUA is not 
taxed until the stock is sold and is taxed at the capital gains 
rate, generally lower than income tax rates. It is important to 
evaluate this strategy with your tax advisor before taking a 
retirement plan distribution, since favorable tax treatment of 
appreciated employer securities is lost if moved into another 
retirement plan or IRA. 

•   Loan options: Many employer-sponsored plans offer a loan 
option that is not available in IRAs. Also, if you currently have 
an outstanding loan from your QRP, an in-service distribution 
may cause the loan to be deemed a taxable distribution.

What is an in-service distribution? 
Some qualified employer-sponsored retirement plans (QRPs) 
(such as 401(k) or 403(b)) allow participants to roll over all or 
a portion of their retirement plan savings while still employed.1 
This allows you to become more active in managing and 
diversifying your retirement savings, while continuing to make 
contributions to the plan and possibly enjoy any available 
employer match. As long as the funds are rolled directly into an 
IRA, this distribution should not result in a tax liability2 and the 
mandatory 20% tax withholding should not apply. 

Features of an in-service 
distribution

•   Flexibility and Control: Ability to work with a financial 
advisor who can support you in your retirement planning 
process by providing the guidance to make more informed 
decisions. When your retirement objective changes, you have 
the flexibility to quickly and conveniently make adjustments to 
your investments and not be subject to any blackout periods.

•   Investment options: An IRA offers access to more investment 
choices than are typically available in employer plans, providing 
greater potential diversification. You are not limited to the 
investment options chosen by the plan sponsor of your QRP.

•   Simplicity: You will have the ability to consolidate all  
of your retirement and non-retirement assets with one  
financial advisor and have all the benefits of a full-service 
brokerage firm.

•   Ownership issues: You own the IRA and can make 
distributions as needed. In a QRP, you are a participant,  
not the owner. This means that the plan dictates your 
distribution options.

•   Effective beneficiary planning: Having your assets at one 
provider can make it easier to update your beneficiaries and 
keep them in line with your estate planning objectives. 

Keep in mind
•   Fees and expenses: Investment management and 

annual account fees for investment funds offered in 
employer-sponsored retirement plans are generally 

lower than the investment expenses and account fees in IRAs. 
In addition, most IRAs require a minimum balance and charge 
transaction fees. There are typically no transaction fees for 
buying and selling funds in most employer-sponsored plans and 
no low-balance fees.

Is an in-service distribution  
right for you?

Contact your Financial Advisor for assistance
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NOT INSURED BY FDIC NO BANK GUARANTEE MAY LOSE VALUE
INVESTMENT AND INSURANCE PRODUCTS:

1  In-service distributions may not be suitable for all investors and may be subject to certain criteria such as minimum age or years of 
service requirements. When considering rolling over assets from an employer plan to an IRA, factors that should be considered and 
compared between the employer plan and the IRA include fees and expenses, services offered, investment options, when penalty 
free withdrawals are available, treatment of employer stock, when required minimum distributions begin, and protection of assets 
from creditors and bankruptcy. Investing and maintaining assets in an IRA will generally involve higher costs than those associated 
with employer-sponsored retirement plans. You should consult with the plan administrator and a professional tax advisor before 
making any decisions regarding your retirement assets.

2  Wells Fargo Advisors is not a tax or legal advisor. Be sure to consult with your own tax and legal advisors before taking any action that may have tax or legal consequences.
3    IRA exceptions to the IRS 10% tax penalty are for age 59½, death, disability, Substantially Equal Periodic Payments (SEPP), eligible medical expenses, certain unemployed individuals’ health insurance premiums, qualified first-

time homebuyer ($10,000 lifetime maximum), qualified higher education expenses, Roth conversions, qualified reservist distribution, or IRS levy. 

•   Unique investment options: While IRAs may offer more 
investment options, QRPs may offer unique investment 
options not available through IRAs.

•   Creditor protection: Generally, QRPs have bankruptcy and 
creditor protection under the Employee Retirement Income 
Security Act (ERISA). While IRAs are offered some protection 
from federal bankruptcy trustees, they are subject to state 
creditor protection laws regarding malpractice, divorce, creditors 
outside of bankruptcy, or other types of lawsuits. Traditional 
and Roth IRA contributions and earnings are protected, from 
bankruptcy, up to $1 million, adjusted periodically for inflation. 
Rollovers from QRPs, SEP, and SIMPLE IRAs have no maximum 
limit for federal bankruptcy protection.

•   Employer benefits: Taking an in-service distribution may 
have an impact on your ability to make contributions to 
your employer-sponsored plan, receive bonuses, or receive a 
company match.

Questions to ask

•   Are in-service distributions available? Contact your plan 
administrator or review your summary plan description to 
find out if this is an option.

•   What types of in-service distributions are available?  
You may have access to only certain accounts within your plan, 
such as a rollover account or an after-tax account. Your plan may 
dictate the account order in which partial distributions can occur.

•   Are you eligible to take an in-service distribution? Many 
plans that allow in-service distributions have restrictions. So 
even if the plan allows an in-service distribution, you may not 
be eligible due to your age or other factors.

•   Are any fees involved? Find out if you will be charged a fee 
for a plan distribution.

•   What is the impact if the in-service distribution is taken? While 
plans may allow you to take in-service distributions, you may be 
restricted from receiving a company match, making contributions 
for a certain period of time, or even receiving a bonus.

Talk to Wells Fargo Advisors 
Your Financial Advisor with Wells Fargo Advisors 
can provide the education needed to make an 

informed choice about in-service distributions. Before making 
any decisions, it is important that you discuss an in-service 
distribution with your legal and tax professionals. We look 
forward to working with you.

With you every step of the way
Everyone has a different vision of retirement that requires a 
unique financial strategy. Wells Fargo Advisors can support you 
in your retirement planning process by providing the guidance 
needed to make better, informed choices. We will meet with you 
and help create a comprehensive plan that takes into account 
your complete financial picture. Your Financial Advisor will be 
with you every step of the way to monitor your progress and 
adapt your plan as needed. Working together, we’ll design and 
implement a retirement plan that will help you live out your 
unique vision of retirement.


	Name: Helleberg, Korb, Welsch, Fuerst
	Title: Senior Vice President - Investments
	Firm: Wells Fargo Advisors
	Phone number: Phone: 920-923-3300    800-242-7540
	Email: 


