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Six Potential 401(k) Rollover Pitfalls

You're about to receive a
distribution from your 401(k) plan,
and you're considering a rollover
to a traditional IRA. While these
transactions are normally
straightforward and trouble free,

there are some pitfalls you'll want to avoid.

1. Consider the pros and cons of a rollover.
The first mistake some people make is failing to
consider the pros and cons of a rollover to an
IRA in the first place. You can leave your
money in the 401(k) plan if your balance is over
$5,000. And if you're changing jobs, you may
also be able to roll your distribution over to your
new employer's 401(k) plan.

• Though IRAs typically offer significantly more
investment opportunities and withdrawal
flexibility, your 401(k) plan may offer
investments that can't be replicated in an IRA
(or can't be replicated at an equivalent cost).

• 401(k) plans offer virtually unlimited
protection from your creditors under federal
law (assuming the plan is covered by ERISA;
solo 401(k)s are not), whereas federal law
protects your IRAs from creditors only if you
declare bankruptcy. Any IRA creditor
protection outside of bankruptcy depends on
your particular state's law.

• 401(k) plans may allow employee loans.
• And most 401(k) plans don't provide an

annuity payout option, while some IRAs do.

2. Not every distribution can be rolled over
to an IRA. For example, required minimum
distributions can't be rolled over. Neither can
hardship withdrawals or certain periodic
payments. Do so and you may have an excess
contribution to deal with.

3. Use direct rollovers and avoid 60-day
rollovers. While it may be tempting to give
yourself a free 60-day loan, it's generally a
mistake to use 60-day rollovers rather than
direct (trustee to trustee) rollovers. If the plan
sends the money to you, it's required to
withhold 20% of the taxable amount. If you later
want to roll the entire amount of the original
distribution over to an IRA, you'll need to use
other sources to make up the 20% the plan
withheld. In addition, there's no need to taunt

the rollover gods by risking inadvertent violation
of the 60-day limit.

4. Remember the 10% penalty tax. Taxable
distributions you receive from a 401(k) plan
before age 59½ are normally subject to a 10%
early distribution penalty, but a special rule lets
you avoid the tax if you receive your distribution
as a result of leaving your job during or after the
year you turn age 55 (age 50 for qualified public
safety employees). But this special rule doesn't
carry over to IRAs. If you roll your distribution
over to an IRA, you'll need to wait until age 59½
before you can withdraw those dollars from the
IRA without the 10% penalty (unless another
exception applies). So if you think you may
need to use the funds before age 59½, a
rollover to an IRA could be a costly mistake.

5. Learn about net unrealized appreciation
(NUA). If your 401(k) plan distribution includes
employer stock that's appreciated over the
years, rolling that stock over into an IRA could
be a serious mistake. Normally, distributions
from 401(k) plans are subject to ordinary
income taxes. But a special rule applies when
you receive a distribution of employer stock
from your plan: You pay ordinary income tax
only on the cost of the stock at the time it was
purchased for you by the plan. Any appreciation
in the stock generally receives more favorable
long-term capital gains treatment, regardless of
how long you've owned the stock. (Any
additional appreciation after the stock is
distributed to you is either long-term or
short-term capital gains, depending on your
holding period.) These special NUA rules don't
apply if you roll the stock over to an IRA.

6. And if you're rolling over Roth 401(k)
dollars to a Roth IRA... If your Roth 401(k)
distribution isn't qualified (tax-free) because you
haven't yet satisfied the five-year holding
period, be aware that when you roll those
dollars into your Roth IRA, they'll now be
subject to the Roth IRA's five-year holding
period, no matter how long those dollars were
in the 401(k) plan. So, for example, if you
establish your first Roth IRA to accept your
rollover, you'll have to wait five more years until
your distribution from the Roth IRA will be
qualified and tax-free.
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What's New in the World of Higher Education?
If you're a parent or grandparent of a college
student or soon-to-be college student, you
might be interested to learn what's new in the
world of higher education.

Higher college costs
Total average costs for the 2015/2016 school
year increased about 3% from the previous
year: $24,061 for public colleges (in-state),
$38,855 for public colleges (out-of-state), and
$47,831 for private colleges.1

Total average costs include direct billed costs
for tuition, fees, room, and board; and indirect
costs for books, transportation, and personal
expenses. Together, these items are officially
referred to as the "total cost of attendance."
Note that the cost figure for private colleges
cited by the College Board is an average; many
private colleges cost substantially more--over
$60,000 per year.

Higher student debt
Seven in 10 college seniors who graduated in
2014 (the most recent year for which figures
are available) had student loan debt, and the
average amount was $28,950 per borrower.2
It's likely this amount will be higher for the
classes of 2015 and 2016.

Student loan debt is the only type of consumer
debt that has grown since the peak of
consumer debt in 2008; balances have eclipsed
both auto loans and credit cards, making
student loan debt the largest category of
consumer debt after mortgages. As of
September 2015, total outstanding student loan
debt was over $1.2 trillion.3

Reduced asset protection allowance
Behind the scenes, a stealth change in the
federal government's formula for determining
financial aid eligibility has been quietly (and
negatively) impacting families everywhere. You
may not have heard of the asset protection
allowance before. But this figure, which allows
parents to shield a certain amount of their
nonretirement assets from the federal aid
formula, has been steadily declining for years,
resulting in higher expected family contributions
for families. For the 2012/2013 year, the asset
protection allowance for a 47-year-old married
parent was $43,400. Today, for the 2016/2017
year, that same asset protection allowance is
$18,300--a drop of $25,100. The result is a
$1,415 decrease in a student's aid eligibility
($25,100 x 5.64%, the federal contribution
percentage required from parent assets).

New FAFSA timeline
Beginning with the 2017/2018 school year,
families will be able to file the government's

financial aid application, the FAFSA, as early as
October 1, 2016, rather than having to wait until
after January 1, 2017. The intent behind the
change is to better align the financial aid and
college admission timelines and to provide
families with information about aid eligibility
earlier in the process.

One result of the earlier timeline is that your
2015 federal income tax return will do double
duty as a reference point for your child's federal
aid eligibility--it will be the basis for the FAFSA
for both the 2016/2017 and 2017/2018 years.

School Year Tax Return
Required

FAFSA Earliest
Submission

2016/2017 2015 January 1, 2016

2017/2018 2015 October 1, 2016

2018/2019 2016 October 1, 2017

American Opportunity Tax Credit now
permanent
The American Opportunity Tax Credit was
made permanent by the Protecting Americans
from Tax Hikes Act of 2015. It is a partially
refundable tax credit (meaning you may be able
to get some of the credit even if you don't owe
any tax) worth up to $2,500 per year for
qualified tuition and related expenses paid
during your child's first four years of college. To
qualify for the full credit, single filers must have
a modified adjusted gross income (MAGI) of
$80,000 or less, and joint filers must have a
MAGI of $160,000 or less. A partial credit is
available for single filers with a MAGI over
$80,000 but less than $90,000, and for joint
filers with a MAGI over $160,000 but less than
$180,000.

New REPAYE plan for federal loans
The pool of borrowers eligible for the
government's Pay As You Earn (PAYE) plan for
student loans has been expanded as of
December 2015. The new plan, called REPAYE
(Revised Pay As You Earn), is available to all
borrowers with federal Direct Loans, regardless
of when the loans were obtained (the original
PAYE plan is available only to borrowers who
took out loans after 2007).

Under REPAYE, monthly student loan
payments are capped at 10% of a borrower's
discretionary income, with any remaining debt
forgiven after 20 years of on-time payments for
undergraduate loans and 25 years of on-time
payments for graduate loans. To learn more
about REPAYE or income-driven repayment
options in general, visit the federal student aid
website at studentaid.gov.

Tools for students

The Department of Education
and the Consumer Financial
Protection Bureau have
launched the "Know Before
You Owe" campaign, which
includes a standard financial
aid award letter for colleges to
use so that students can better
understand the type and
amount of aid they qualify for
and more easily compare aid
packages from different
colleges. In addition, to help
students search for and select
suitable colleges, the
Department has launched its
College Scorecard online tool
at collegescorecard.ed.gov.

Sources
1 College Board, Trends in
College Pricing 2015
2 The Institute for College
Access and Success, Student
Debt and the Class of 2014,
October 2015
3 Federal Reserve Bank of
New York, Quarterly Report on
Household Debt and Credit,
November 2015
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Kraig McFarland

Chartered Retirement Planning CounselorSM

Financial Advisor

Kraig is a Chartered Retirement Planning Counselor with over 366 
years of experience in the financial services industry, and over 288 
years of experience as a registered securities advisor.  He is a 
member of the Financial Services Institute, a graduate of the 
College for Financial Planning, and a member of the City of Tulsa 
Sales Tax Overview Committee.  Kraig and his wife Marcy have 
two married sons and two grandchildren. They are members of 
Asbury United Methodist Church and contribute their time and 
resources to various charities and ministries. 

His team offers you a personalized financial strategy, not a generic 
investment program.  Your individual portfolio will be based on your 
unique situation, your attitudes and preferences, your dreams and 
goals. It will be designed to accommodate change, both in the 
market and in your circumstances, so that it can work with you and 
for you at every stage of your life. 

"Our unique financial planning program is not a onetime event, it’is 
an ongoing interactive process between you and us that is led and 
directed by our team." 

"The approach is straightforward::we focus on becoming your 
partner in building the future you desire. As we work together, I'll 
thoroughly explain the investment strategies I recommend, so you'll 
be fully comfortable with all aspects of your investment program. 
Every decision we make will be focused on achieving your life goals 
and dreams. My mission is to help my clients pursue financial 
independence through professional advice, individualized planning, 
sound risk management, quality investment products, and personal, 
efficient service." 

Licenses, Designations & Memberships 
Series 6, 7, 63, 65, securities registrations held with LPL Financial 
Life, Accident & Health, Variable Annuity Insurance Licenses 
CRPC, LUTC, Financial Services Institute, International Fellowship 
of Christian Business Men 

The opinions voiced in this material are for general 
information only and are not intended to provide specific 
advice or recommendations for any individual. To 
determine which investment(s) may be appropriate for 
you, consult your financial advisor prior to investing. All 
performance referenced is historical and is no 
guarantee of future results. All indices are unmanaged 
and cannot be invested into directly.
The information provided is not intended to be a 
substitute for specific individualized tax planning or legal 
advice. We suggest that you consult with a qualified tax 
or legal advisor.
LPL Financial Representatives offer access to Trust 
Services through The Private Trust Company N.A., an 
affiliate of LPL Financial.
The financial consultants of Regent Financial Services, 
Inc. are registered representatives with LPL Financial. 
Regent Financial Services is a Registered Investment 
Advisor. Securities offered through LPL Financial, 
Member FINRA/SIPC. Insurance products offered 
through LPL Financial or its licensed affiliates.
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With each year, more baby boomers turn age 65 and face a 
retirement that may last 30 years or longer. But many of 
these new retirees will have to provide their own retirement 
income as fewer retirees have a traditional pension plan they 
can depend on as a source of income.

In this seminar on Annuity Basics, you'll learn:
• What an annuity is and how it can provide you with supplemental 
retirement income beyond traditional retirement sources such as IRAs 
and 401(k)s
• The key features of immediate vs. deferred annuities and fixed vs. 
variable annuities
• How to put money into and take money out of an annuity
• The different types of payout options and factors affecting payouts 

You'll also receive a free workbook created just for this 
presentation.  The workbook contains key information, 
worksheets, and questions to help you remember important 
points from the seminar.

We hope you will join us for this free 
educational class.  Please feel free to 

bring a friend!

Light snacks will be provided.

What's an Annuity?  
Please join Regent Financial Services' Denise A. Lant, CFP®, for an 

insightful class on Annuities

Will Your Retirement Savings Be There for You?

Regent Financial Services 
Denise A. Lant, CFP® 
7134 S. Yale Ave.
Suite 700700
Tulsa, OK 74136D 
Denise@RegentFS.com
www.RegentFS.com

R.S.V.P. 
Seating is limited, please register at::

www.RegentFS.com/Events or

Kelley@RegentFS.com or 
918.493.4190

When & Where:
Tuesday, April 12th

6:30pm - 7:30pm

Regent Financial Services 
Classroom

7134 S. Yale Ave., Ste 700 
Tulsa, OK 74136
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Something to taco 'bout

...
Ingredients 
14 Count

Nutrition

320
Calories

Credit: The Girl Who Ate Everything

Instructions

1. Cook pasta according to package directions.  Drain and cool.
2. In a large bowl, add the cooled pasta, black beans, corn, cilantro, tomatoes, and salsa.  Toss

gently.
3. In a small bowl, whisk together the olive oil, lime juice, taco seasoning, and garlic.
4. Pour over pasta and toss to coat.
5. Add salt and pepper to taste.
6. Chill until serving.
7. Right before serving, toss in the cheese and avocado.  Add your favorite taco toppings like sour

cream or crushed tortillas.

Total Time 
35 

Minutes

Serves

12-14
Count

TACO PASTA SALAD

Ingredients

• 1 lb medium  pasta shells (or other pasta shape)
• 1 (15 oz) can black beans, rinsed and drained
• 2 cups corn, frozen, canned, or fresh (cooked)
• 1/2 cup cilantro, finely chopped
• 2 tomatoes, seeded and diced
• 1 1/2 cups salsa
• 1/3 cup olive oil
• 1/4 cup lime juice
• 2 tablespoons taco seasoning
• 2 cloves garlic, minced
• Salt and pepper to taste
• 2 cups shredded Mexican blend cheese
• 3 avocados, firm but ripe - diced

Notes
This pasta works best with firm but ripe avocados.  Overly ripe avocados will become mushy. 

Any small pasta shape works well here so feel free to use what you have on hand.

Reserve a small amount of the veggies to sprinkle on top for pretty presentation.
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