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Unlocking Opportunities before Age 59½
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Using Rollovers as a Retirement Strategy
As you reflect on your retirement goals, a few questions may cross your mind: 

Will I have enough income to last my entire life?

How can I minimize taxes?

Is there a simpler way to keep track of my investments?

Will I be able to leave a legacy to my children, grandchildren, or charities?

Questions like these may be reasons to consider certain strategies for rolling or converting your IRAs or  

employer-sponsored retirement plans. In any year a conversion takes place, you will have to report income taxes. 

However, the result may mean more flexibility in meeting your personal retirement goals.



Rollover Strategies
While Employed
Some employer plans allow active employees who have not reached age 59½ the opportunity to withdraw and roll a 

portion of their plan’s account balance without demonstrating a specific financial need. This is called a nonhardship  

in-service rollover. Rolling assets to an IRA means you’re no longer subject to the rules of your employer’s plan regarding 

how you invest and withdraw the funds. To determine the portion of your retirement plan that is available for a 

nonhardship in-service rollover, check with your plan for details. If available, this option can:

• Help you implement an effective asset allocation strategy.

• Provide a means for flexible income options.

If You Retire Early
If you want to retire before age 59½, it may be in your best interest to roll some or all of the assets in your employer 

retirement account into an IRA because:

• It can give you a wider range of investment options, which leads to greater diversification.

• You can set up separate accounts and solve for specific payments or expenses. This can make overall money 

management and budgeting easier.

• If you need income, one way you can avoid the additional 10% federal tax on early distributions is to establish a 

substantially equal periodic payment (SEPP)/72(t) program.

Before you make any decision, you should know about other requirements when rolling some or all of your employer 

retirement plan assets into an IRA:

• Loan privileges offered through the employer plan are not available with an IRA and may be affected by any 

nonhardship in-service rollovers processed.

• There is no additional 10% federal tax on distributions from 401(k) or 403(b) plans if you separate from your 

employer’s service on or after the year you attain age 55.

• Eligible rollover distributions from qualified plans are subject to a mandatory 20% withholding tax if not rolled 

directly to another qualified plan or IRA.

Note: There may be other items to consider, so discuss your options with a tax and/or financial advisor before proceeding.

Insurance products are issued by Pacific Life Insurance Company in all states except New York and in New York  
by Pacific Life & Annuity Company. Product availability and features may vary by state.

No bank guarantee • Not a deposit • May lose value 
Not FDIC/NCUA insured • Not insured by any federal government agency



Addressing Tax Consequences
Even before you retire, rolling a pretax employer-sponsored retirement plan to an IRA may be a useful retirement 

planning strategy. However, consider such strategies carefully. Prior to age 59½, withdrawals from retirement assets 

could trigger an additional 10% federal tax. Below are some exceptions to paying the additional 10% federal tax when 

accessing funds from retirement assets. 

Most Common Exceptions

SEPP/72(t) Payments
•   Distributions that are substantially equal payments over your life and must run for the longer of five years or until 

you reach age 59½ are one exception.

Note: If payment amounts are changed, the IRS may impose the additional 10% federal tax on all prior payments.  

See your tax advisor before making a change. However, if you have an inherited IRA, you might think of withdrawing 

from it before using your own IRA assets.

Life Annuity Payments
•   Distributions received from an annuity paid over your lifetime are another exception.

Circumstantial Exceptions

Death
•   If you are a beneficiary of an IRA, inherited assets can be accessed without an additional 10% federal tax.

•   If you are a spousal beneficiary of an IRA, you can elect to treat it as your own IRA. However, if you do  

this and are younger than age 59½, you could be subject to the additional 10% federal tax if you take an  

early distribution.

Separation from Service on or after Age 55
•   Distributions from 401(k) and 403(b) plans upon separation from service  

on or after the year you attain age 55 do not incur the additional  

10% federal tax. This option is not available once the assets are  

rolled to an IRA. In this case, consider rolling only a portion  

of your 401(k), leaving a balance you can draw from free  

of the additional 10% federal tax (assuming the plan  

allows for multiple distributions).

The above information does not purport to be 
complete. For more information about exceptions 
to premature distributions, visit www.irs.gov and 
speak with your independent tax and legal advisors.



What Should You Do Now?
Ask the Right Questions
Unlocking effective ways to use rollovers in achieving long-term retirement goals starts with asking yourself some 

important questions:

• Do you have any investments with prior employer 401(k) plan assets that can be consolidated into your current 

employer’s 401(k) plan or rolled into an IRA?

• Are you still employed and, if so, looking to retire early?

• If still employed, does your current employer’s retirement plan allow for nonhardship in-service rollovers?

• Do you have any inherited IRA assets that may be used before taking distributions elsewhere?

Get Started
If you feel a rollover may be beneficial, talk to your tax and/or financial professional—and be sure to take all aspects  

of your personal situation into account.



Mailing addresses:

Pacific Life Insurance Company
P.O. Box 2378 
Omaha, NE 68103-2378
(800) 722-4448

In New York,  
Pacific Life & Annuity Company
P.O. Box 2829
Omaha, NE 68103-2829
(800) 748-6907 
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This material is not intended to be used, nor can it be used by any taxpayer, for the purpose of avoiding U.S. federal, state, or 
local tax penalties. This material is written to support the promotion or marketing of the transaction(s) or matter(s) addressed 
by this material. Pacific Life, its affiliates, their distributors, and respective representatives do not provide tax, accounting, 
or legal advice. Any taxpayer should seek advice based on the taxpayer’s particular circumstances from an independent tax 
advisor or attorney.
You should carefully consider a variable annuity’s risks, charges, limitations, and expenses, as well as the risks, charges, 
expenses, and investment goals of the underlying investment options. This and other information about Pacific Life are 
provided in the product and underlying fund prospectuses. These prospectuses are available from your financial advisor 
or by calling the toll-free numbers listed below. Read them carefully before investing.

Variable annuities are long-term investments designed for retirement. The value of the variable investment options will fluctuate and, 
when redeemed, may be worth more or less than the original cost. Annuity withdrawals and other distributions of taxable amounts, 
including death benefit payouts, will be subject to ordinary income tax. For nonqualified contracts, an additional 3.8% federal tax may 
apply on net investment income. If withdrawals and other distributions are taken prior to age 59½, an additional 10% federal tax may 
apply. A withdrawal charge and a market value adjustment (MVA) also may apply. Withdrawals will reduce the contract value and the value 
of the death benefits, and also may reduce the value of any optional benefits.

IRAs and qualified plans—such as 401(k)s and 403(b)s—are already tax-deferred. Therefore, a deferred annuity should be used only to 
fund an IRA or qualified plan to benefit from the annuity’s features other than tax deferral. These include lifetime income, death benefit 
options, and the ability to transfer among investment options without sales or withdrawal charges.

Pacific Life refers to Pacific Life Insurance Company and its affiliates, including Pacific Life & Annuity Company. Insurance products are 
issued by Pacific Life Insurance Company in all states except New York and in New York by Pacific Life & Annuity Company. Product 
availability and features may vary by state. Each insurance company is solely responsible for the financial obligations accruing under the 
products it issues. Insurance product and rider guarantees, including optional benefits and any fixed subaccount crediting rates or annuity 
payout rates, are backed by the financial strength and claims-paying ability of the issuing insurance company and do not protect the value 
of the variable investment options. They are not backed by the broker/dealer from which this annuity is purchased, by the insurance 
agency from which this annuity is purchased, or any affiliates of those entities, and none makes any representations or guarantees 
regarding the claims-paying ability of the issuing insurance company.

Variable insurance products are distributed by Pacific Select Distributors, LLC (member FINRA & SIPC), a subsidiary of Pacific Life 
Insurance Company (Newport Beach, CA) and an affiliate of Pacific Life & Annuity Company. Variable and fixed annuity products are 
available through licensed third-party broker/dealers.

www.PacificLife.com

Talk to Your Financial Professional
Interested in this or other ideas for ensuring that your retirement income strategy is right for you?  

Talk to your financial professional. There are many options for creating a plan to help you achieve  

your financial goals, and your financial professional can explain how each fits into your  

specific life situation.


