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can take money from a company-
sponsored plan penalty free, In be-
tween those ages, you're better off
taking withdrawals [rom a compa-
ny plan rather than from an IRA,
Mistake: Rolling over appreciat-
ed employer stock. If you roll over
appreciated employer stock, or the
sales proceeds from that stock, you
may forfeit a substantial tax break.
Example: Your retirement plan
account includes $100,000 worth
of vour employer’s stock, which
was worth $30.000 when con-
tributed to yvour account. When
you leave the company, you sell
all the securities in your account
and roll the cash into an IRA,
Result: That $100,000 will even-
tually be taxed at ordinary income
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- ahout law helps business beat
| charge. A firm thal auctioned used
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| \he law. At trial, the firm's CEO said
| the failure wasn'l intentional be-
 cause the firm’s accountant had
I advised it that the requiremenlt
| didn't apply in the auction busi-
| ness. The jury acquitted the firm
| __put the IRS asked for a new tl‘l?_ﬂ
! hecause the jury had heard prej-
| udicial testimony about the high
| noncompliance rate for Form 8300.
Court: Evidence regarding the "rnass
tznniusinn"' about Form 8300 was
relevant and supported ll;e CEO's
nse. New trial denied.
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 will be a “restorative payment” |

* legal action and not subject to ex-§

rates—now as high as 38.6%— |
upon withdrawal, The same resull
will oecur if vou roll the shares
into your IRA

Strategy: Withdraw the employ-
er shares while rolling the rest of
your plan balance into an [RA.
You'll owe tax immediately, but
only on the value ol the shares
when contributed to the plan,
The net unrealized appreciation
(NUA} remains unlaxed until the
shares are sold, and may qualify
for favorable capital gains rales
as low as 8%.

In this example, you would pick
up $30,000 in taxable income right
away, However, you would nol

pwe any lax on Lhe remaining

ST0.000 until the shares are sold, |
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| suit is not a contribution. An em-
ployer thal maintains a retirement &
plan [or employees made risky
|investments in it that have lost
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that its employees are upset by the ©
losses. Hoping to head off any law-

intends to make a payment to the
plan to make up for the investment
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made to avert liability for breach ©
of fiduciary duty—even though |
voluntary and not the result of any ¢

cise tax on excess contributions.
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and then you would owe tax at
capital gains rates.

Caution: Il the shares are now
valued below what they were
worth when contributed., don't take
an immediate distribution. You'll
pay the ordinary income tax, but
only have a capital loss when you
sell the stock,

Mistake: Rolling over after-lax
funds. Your company relircment
plan balance may include alter-tax
contributions. You usually can
withdraw your after-tax contribu-
tions at any time withoul taxes or
penalty, although you'll owe taxes
gn any income that has been
parned and perhaps a 10% early
withdrawal penalty.

The 201 tax law permits such
after-tax amounts to be rolled into
an IRA. If vou plan to leave your
retirernent plan intact for your bene-
ficiaries, it pays to roll the after-tax
money to an [RA, where il can con-

L tinue to grow tax deferred,

Trap I: Rolling over after-tax
money is not a good idea il you'l

the near future. You must keep a
separate accounting and pay a par-
tial tax on future withdrawals,
which are treated as if they include
taxable as well as after-tax money,
(You can't opt to treat withdrawals
as coming solely [rom after-lax
amounts. )

Trap 2: Rolling over after-lax
money into an [RA will keep you
from rolling those funds into a fu-
ture employer's plan, which you
may prefer for the asset prolec-
tion and loan availability of an em-
plover plan,

Mistake: Rolling an [RA over Lo
a company plan when your mar-
riage is on the rocks. As men-
tioned, there may be s0me reasons
for rolling an IRA into a company
plan after you gel a new job. You

Federal law generally requires
married plan participants to
name their spouse as beneficiary,
In order to name a different bene-
ficiary, your spouse must sign a
walver,

With an IRA, though, you can




