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Al-04711 Withdrawal 401K at Age 59.5 Tasks

My wife will turn 59% in March 2027, at which point she expects to have access to withdrawals from her Fidelity 401(k) Rollover

Account from previous employer. The account is invested entirely in FTEC (Fidelity MSCI Information Technology Index ETF).

We want to prepare well in advance so that withdrawing funds is straightforward, properly documented, tax-efficient, and free of

unnecessary complications.

Please provide a plain-English, step-by-step withdrawal preparation and execution guide covering the following:

1.

2.

Confirm Eligibility and Account Rules
Explain what changes when she reaches age 59%:.
Confirm whether she can withdraw funds without the 10% early-withdrawal penalty.

Explain the difference between a 401(k), a rollover IRA, and a Fidelity 401(k) Rollover Account, since the exact account type
may affect the withdrawal rules.

Identify any Fidelity-specific restrictions, forms, or account requirements we should verify.

Step-by-Step Withdrawal Process

Explain exactly how to withdraw money, from beginning to end:
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. What we should do before March 2027.

. Which Fidelity department or representative we should contact.

. What questions to ask Fidelity.

. Whether the withdrawal can be initiated online, by phone, or through paperwork.
. How to select the amount to withdraw.

. How to choose federal and state tax withholding.

. How to transfer the funds to our Bank of America checking account.
. How long the process typically takes.

. How to confirm the funds were received.

. What records and confirmations we should retain.

. Required People, Paperwork, and Information

Provide a checklist of:

People or departments to contact.

Forms and documents that may be required.

Bank information needed for ACH or wire transfers.

Tax-related elections or forms.

Beneficiary, spousal-consent, or other account requirements that may apply.
Common mistakes that could delay the withdrawal.

Distinguish between what is generally required and what must be confirmed with Fidelity, rather than assuming every

requirement applies.

4,

Tax-Bracket Withdrawal Strategy

We are considering withdrawing an amount close to the top of the 22% federal income-tax bracket.

Explain:

» How to determine the maximum additional taxable income we can recognize while remaining within the 22% bracket.
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Why the relevant tax year, filing status, standard/itemized deductions, other income, Social Security, capital gains, and other
deductions matter.

How to calculate a reasonable gross withdrawal target versus the amount we would actually receive after withholding.

The difference between tax withholding and our actual final tax liability.

Whether a large withdrawal could affect Medicare IRMAA, taxation of Social Security, or other income-related thresholds.
Why we should verify the final calculation with a qualified tax professional before executing the withdrawal.

Please explain the tax-planning process using a hypothetical example, clearly labeling all assumptions and avoiding the

presentation of tax estimates as personalized tax advice.

5. Withdrawal Frequency and Distribution Rules

Explain whether withdrawals can generally be made:

Monthly

Quarterly

Every six months

Annually

As a single lump-sum withdrawal

Clarify:

Whether Fidelity imposes minimum or maximum withdrawal frequencies.

Whether there are transaction fees or administrative restrictions.

Whether the account must sell FTEC shares before distributing cash.

Whether we can establish recurring withdrawals.

Whether withdrawal frequency changes the tax treatment, or whether the total taxable amount withdrawn during the tax
year is what primarily matters.

Whether there are any required minimum distribution rules that apply now or later.

6. Practical Withdrawal Plan

Based on the information provided, propose a practical preparation timeline:

Now — 6 months before age 5972 — 3 months before — 1 month before — withdrawal date — after funds arrive — tax filing

Include:

Decisions we should make at each stage.

Questions to ask.

Documents to collect.

Tax calculations to prepare.

A recommended process for avoiding last-minute problems.

7. Important Clarifications and Risks

Please identify anything in my description that may be inaccurate or require clarification, especially:

The exact type of Fidelity account.

Whether age 59" automatically grants access to the funds.

Whether the account is technically a rollover IRA or an employer-sponsored 401(k).
Whether the withdrawal is subject to any plan-specific restrictions.

Whether the 22% tax-bracket strategy is appropriate given our complete household income.

Our Situation
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We retired early at age 55, and our bridge-gap funds are now approaching the red-warning zone. This withdrawal is therefore

part of our retirement-income planning, not simply an occasional cash withdrawal.

Our goal is to prepare early, avoid administrative friction, minimize unnecessary taxes, and establish a reliable process for

accessing retirement funds when needed.
Please make the answer practical and organized into:

1. Executive summary

2. Step-by-step withdrawal procedure

3. People and paperwork checklist

4. Tax-bracket planning framework

5. Monthly vs. quarterly vs. lump-sum comparison
6. Preparation timeline

7. Questions to ask Fidelity

8. Questions to ask our CPA or tax professional

9. Common mistakes to avoid

Use plain English and clearly distinguish general information, items requiring Fidelity confirmation, and items requiring

professional tax advice.

Retirement Account Withdrawal Preparation & Execution Guide

Planning objective: Establish a repeatable, low-friction process for accessing your wife's retirement funds beginning in March

2027, while avoiding unnecessary penalties, withholding surprises, administrative delays, and avoidable tax costs.

Important: This guide distinguishes general rules from items that must be confirmed with Fidelity and your CPA. Tax laws,

account rules, and Fidelity procedures can change before March 2027.

1. Executive Summary

The five most important conclusions

1. Age 592 generally eliminates the 10% federal early-distribution penalty—but it does not make the withdrawal
tax-free. Withdrawals from a traditional, pre-tax retirement account are generally ordinary income.

2. The exact account type matters more than the phrase “Fidelity 401(k) Rollover Account.” Fidelity may be displaying
a former-employer 401(k) through NetBenefits, or the funds may already be in a Fidelity Rollover IRA. These are
different legal account types with different withdrawal and withholding procedures.

3. Do not wait until March 2027 to identify the account and test the withdrawal process. Confirm the account type,
beneficiary information, bank-linking capability, distribution options, and required forms several months in advance.

4. A 22% bracket strategy is based on taxable income—not the amount deposited into your bank account. The target
must account for all household income, deductions, Social Security, capital gains, and other tax items for the entire tax
year.

5. For a straightforward cash withdrawal, the likely preferred process is: sell enough FTEC inside the retirement account
— request a cash distribution — select withholding — transfer proceeds to the linked Bank of America checking account —

retain the confirmation and year-end Form 1099-R.

One critical clarification
Your description says:
“Fidelity 401(k) Rollover Account from previous employer.”
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That could mean either:

Possibility What it legally is Why it matters

Former-employer 401 (k) Employer-sponsored retirement plan Plan document controls distribution
availability; eligible distributions paid
directly to you generally have
mandatory 20% federal withholding

Fidelity Rollover IRA Individual Retirement Account holding ~ Generally more flexible; no 10% penalty
former 401(k) money after 59'2; IRA withholding rules
generally apply instead of mandatory
20% plan withholding

First action: Locate the account's exact legal title and registration in Fidelity.

2. Confirm Eligibility and Account Rules

A. What changes at age 5927

For most traditional retirement accounts, reaching age 592 means:

» The 10% additional federal tax on early distributions generally no longer applies.

» Ordinary income tax still generally applies to taxable withdrawals.

» The account does not automatically become unrestricted in every respect.

» A former-employer 401(k) may still have plan-specific distribution procedures.

» Arollover IRA generally permits distributions at any age, although withdrawals before 592 may trigger the additional tax

unless an exception applies.

The IRS describes the 10% additional tax as applying generally to taxable distributions made before age 592, subject to
exceptions. (IRS)

Important timing detail

If her 59" birthday is in March 2027, do not assume that a withdrawal made in early March qualifies. Confirm the exact date

she reaches age 592 and schedule the first withdrawal on or after that date.

Practical rule: Use the actual date of birth and the exact transaction date. Do not rely solely on “March 2027."

B. 401(k) vs. Rollover IRA vs. “Fidelity 401(k) Rollover Account”

1. Former-employer 401(k)

A 401(k) is an employer-sponsored retirement plan.
Even after leaving the employer, the money may remain in that plan. Fidelity may administer the plan through NetBenefits.
Typical characteristics:

» Distribution rules are governed by the plan document.

» Separation from employment may already have made distributions available.

» The plan may permit partial withdrawals, lump sums, or installments.

» Eligible rollover distributions paid directly to the participant generally have 20% mandatory federal withholding.
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» The plan may have administrative restrictions or specific forms.

2. Rollover IRA

A Rollover IRA is an individual IRA that receives money transferred from a former employer plan.
Typical characteristics:

» Itis not an employer-sponsored plan.

» The account owner generally has broad control over withdrawals.

» A traditional Rollover IRA distribution is generally taxable to the extent it represents pre-tax funds.

» |RA distributions generally use different withholding rules than 401(k) distributions.

» There is generally no mandatory 20% withholding rule for an ordinary IRA distribution; the default for a nonperiodic IRA
distribution is generally 10%, unless changed or waived. (IRS)

3. “Fidelity 401(k) Rollover Account”

This is not sufficiently precise to identify the legal account type.
It may be an informal description of:

» A Fidelity Rollover IRA

» A former-employer 401(k) held at Fidelity

» A Fidelity account containing assets rolled over from a 401(k)
» A Fidelity workplace-plan account with a rollover source

How to identify it

Log in and look for:

» Account name
» Account type
» Registration
» Plan name

» Plan number

» NetBenefits vs. Fidelity.com

"o n o

» Available actions: “Withdraw,” “Take a distribution,” “Transfer,” or “Rollover”

Look for wording such as:

» “Rollover IRA"

» “Traditional IRA"

» “401(k)"

» “Employer-sponsored plan”
» “Fidelity Advisor 401(k)"

» “Former employer plan”

Do not assume “Fidelity” means IRA or that “rollover” means 401 (k).

C. Does age 592 automatically grant access?

If it is a Rollover IRA

Generally, yes in the sense that the owner can normally request a distribution, and the 10% early-distribution penalty
generally no longer applies after age 59'-.
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However, Fidelity may still require:

Account registration verification

Distribution instructions

Tax withholding election

Bank verification

Identity verification

Additional processing for unusual transactions

If it is a former-employer 401(k)

Not necessarily automatically in the operational sense.

The plan may already permit withdrawals because she separated from employment, but the plan's rules determine:

Ask Fidelity to confirm distribution eligibility under the actual plan—not merely the age rule.

Whether partial withdrawals are allowed
Whether installment payments are available
Whether a minimum withdrawal applies
Whether a distribution can be sent electronically

Whether certain paperwork is required

3. Step-by-Step Withdrawal Procedure

Phase A — Before March 2027

Step 1: Identify the exact account

Collect:

Exact account title

Account type

Account registration

Former employer's name

Plan name and number, if applicable
Current account balance

Pre-tax vs. Roth composition

Beneficiary designation

Whether any after-tax contributions exist

Whether the account is held at Fidelity.com or NetBenefits

Deliverable: A one-page “Account Facts Sheet.”

Example:

Owner: Wife

Account: Fidelity Rollover IRA / Former Employer 401(k) — to be confirmed
Investment: 100% FTEC

Expected age 5972 date: March __, 2027

Receiving bank: Bank of America checking

Purpose: Retirement-income bridge withdrawal
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Step 2: Contact Fidelity

For a likely rollover IRA, start with Fidelity Retirement/IRA customer service.
For a former-employer 401(k), start with Fidelity NetBenefits / workplace retirement service.

Fidelity's general customer-service number for retirement and rollover assistance is 800-343-3548. Fidelity identifies this

number for rollover assistance and representative support. (Fidelity)
You can also use:

» Fidelity secure messaging

» Fidelity.com customer service

» NetBenefits support

» A Fidelity representative appointment

What to say

"My wife will reach age 592 in March 2027. We want to prepare for partial taxable cash distributions from this account. We
need to confirm the exact account type, distribution eligibility, available withdrawal methods, withholding rules, bank-

transfer setup, recurring distribution options, and all paperwork required.”

Step 3: Confirm distribution eligibility and mechanics
Ask Fidelity:

. What is the exact legal account type?

. Is this a former-employer 401(k), Rollover IRA, or another account?

. Is she currently eligible for a partial cash distribution?

. Does age 59" change anything for this specific account?

. What is the earliest date she can request a penalty-free distribution?
. Are partial withdrawals permitted?

. Is there a minimum dollar amount?

0 N O A W N =

. Is there a maximum per transaction?

o

. Is there a minimum number of days between withdrawals?

o

. Are monthly, quarterly, semiannual, annual, and one-time distributions available?

—_

. Can distributions be initiated online?

N

. Can distributions be initiated by phone?

w

. Are paper forms required?

N

. Is a signature guarantee ever required?

(921

. Can proceeds be sent by ACH to Bank of America?

o

. Is wire transfer available?

3

. Are there transfer fees?

)

. How long does a typical distribution take?

©

. Does Fidelity automatically sell FTEC to generate cash?

S

. Can we specify which investments are sold?

21. Is there a cash settlement period?

22. Are there any plan-specific restrictions?

’3. Are there any outstanding loans, holds, or restrictions?
24. Does the account contain any Roth or after-tax money?
)5. What tax forms will be issued after the distribution?
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Phase B — 3 to 6 Months Before the First Withdrawal

Step 4: Link and verify Bank of America

If the account is eligible for electronic transfers, link the Bank of America checking account well in advance.

Typical information requested:

Bank name: Bank of America
Routing number

Checking account number
Account ownership

Account type: Checking

Verification or microdeposit confirmation, if applicable

Fidelity's money-movement guidance indicates that linking a bank generally requires identity verification and bank

routing/account information. Fidelity states that electronic funds transfers typically take approximately 3-5 business days,

though timing can vary. (Fidelity)

Important

The retirement account owner should generally be the person authorizing the distribution. If the account belongs to

your wife, she may need to complete or authorize the request even if you manage the household finances.

Ask whether:

A jointly owned Bank of America account is acceptable

The receiving bank account must match the IRA owner's name
Third-party or spouse-owned accounts are permitted

A bank-link verification hold applies to new accounts

A wire requires separate authorization

Do not wait until the withdrawal date to establish the bank link.

Phase C — One Month Before

Step 5: Prepare the tax calculation

Before selecting the withdrawal amount, estimate the household's full-year income.

Collect:

Expected wages, if any
Pension income

Social Security

Interest

Dividends

Capital gains and losses
Rental income

Business income

Other retirement distributions
Taxable IRA or 401(k) withdrawals already taken
Deductions

Charitable contributions
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» HSA deductions, if applicable
» Other adjustments

» Filing status
Then calculate:

Maximum desired taxable income within the 22% bracket
minus

Expected taxable income before the withdrawal

equals

Approximate additional taxable withdrawal capacity

This must be recalculated for the actual tax year.

Phase D — Withdrawal Date

Step 6: Confirm the cash amount
Suppose the intended gross withdrawal is $X.
Clarify the difference between:

» Gross distribution: Amount removed from the retirement account
» Federal withholding: Amount sent to the IRS
» State withholding: Amount sent to the state, if applicable

» Net proceeds: Amount deposited into Bank of America

Example:
Item Amount
Gross withdrawal $100,000
Federal withholding at 22% -$22,000
State withholding $0*
Net bank deposit $78,000

*Texas currently has no individual state income tax, but state treatment depends on the applicable state residency and tax year.

Confirm the state withholding setup with Fidelity and your tax professional.

Important: A 22% withholding election does not necessarily mean your final federal tax rate is 22%, nor does it guarantee that

the correct total tax has been paid.

Step 7: Sell FTEC if necessary

Because the account is invested entirely in FTEC, the distribution must be funded by cash.

There are two common possibilities:

Option A — Fidelity automatically liquidates investments

Some retirement distribution workflows allow Fidelity to sell investments as part of processing the distribution.
Option B — You sell FTEC first

You may need to:

1. Sell the required number of FTEC shares.
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2. Wait for the trade to settle, if required.
3. Ensure sufficient cash is available.

4. Request the distribution.

Ask Fidelity which process applies.

Important investment point

Selling FTEC inside the traditional retirement account generally does not create a separate taxable capital gain event for
your personal tax return merely because shares were sold within the account. The eventual taxable distribution is generally

treated as ordinary income to the extent of pre-tax funds.

However, the distribution itself is generally taxable. The tax character is not converted into long-term capital gains merely

because FTEC was sold.

Step 8: Initiate the distribution

The exact screens will depend on the account type, but the general sequence is:

1. Log in to Fidelity.com or NetBenefits.

2. Select the correct retirement account.

3. Choose Withdraw, Take a distribution, or equivalent.
4. Select Cash distribution.

5. Enter the gross dollar amount.

6.

Select the destination:

o

Linked Bank of America checking account
ACH, if available
Wire, if appropriate

(o]

(o]

o Check, if necessary
7. Select federal tax withholding.
8. Select state tax withholding, if available and applicable.
9. Review the transaction summary.
10. Confirm the request.
[1. Save or download the confirmation number and PDF.

[2. Monitor the account activity.
Before clicking submit, verify:

» Correct account

» Correct gross amount

» Correct destination bank
» Correct checking account
» Correct withholding

» Correct distribution date

» Correct tax year

Step 9: Confirm receipt

After the transaction is submitted:

» Check Fidelity Activity & Orders
» Check the retirement account's transaction history

https://docmost.gravelcloud.com/s/general/p/ai-04711-withdrawal-401-k-at-age-59-5-tasks-9wKy T3rj5F 10/27


http://fidelity.com/

9/14/26, 4:29 PM Al-04711 Withdrawal 401K at Age 59.5 Tasks

» Confirm the distribution status

» Confirm the FTEC sale, if applicable

» Check Bank of America for the incoming deposit

» Reconcile the net deposit with the expected amount

Fidelity provides account activity and transfer-status tools through its money-movement services. (Fidelity)

Step 10: Retain records

Create a folder:
Retirement Withdrawals — 2027 — Wife — Fidelity
Retain:

» Distribution request confirmation
» Distribution confirmation number
» Gross distribution amount

» Federal withholding amount

» State withholding amount

» Net amount received

» Settlement date

» Bank deposit record

» Fidelity monthly statement

» Year-end Form 1099-R

» CPA tax calculation

» Tax return reporting

» Any correspondence with Fidelity
» Any forms submitted

» Any tax withholding election

4. People and Paperwork Checklist

A. People / departments to contact

Contact Purpose
Fidelity Retirement/IRA Account type, withdrawal eligibility,
representative distribution mechanics

Fidelity NetBenefits / workplace-plan If account is still a former-employer
service 401(k)

Bank of America Confirm routing number, account
number, ACH/wire capability

CPA / enrolled agent / tax Calculate tax-efficient withdrawal target
professional
Financial planner Evaluate withdrawal sustainability and

portfolio implications

Fidelity workplace-plan administrator Plan-specific restrictions or forms
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B. Information likely required

Generally required

» Wife's legal name

» Social Security number or identity verification
» Date of birth

» Fidelity login/account access

» Account number

» Distribution amount

» Destination account

» Tax withholding election

May be required

» Fidelity distribution form

» IRS Form W-4R

» IRS Form W-4P, depending on payment type and applicable procedure
» Bank verification

» Voided check or bank letter

» Signature verification

» Medallion signature guarantee in unusual cases

» Spousal consent, if required by the plan

» Beneficiary information

» Former-employer plan documentation

Important withholding distinction

Form W-4R is used for withholding on eligible rollover distributions and nonperiodic payments in applicable situations. The
IRS explains that eligible rollover distributions from employer plans paid to the participant generally have mandatory 20%

withholding, while a higher amount may be requested. (IRS)

For IRA distributions, different withholding rules apply. The IRS states that IRA distributions paid to an individual are generally
subject to 10% withholding unless the individual elects out or chooses a different amount. (IRS)

Do not assume the same withholding form or percentage applies to both account types.

C. Spousal consent and beneficiary requirements

Spousal consent
For many 401(k) plans, spousal rights can matter, particularly for annuity forms or certain distribution elections. However:

» Not every distribution requires spousal consent.
» Arollover IRA generally does not operate under the same employer-plan spousal-consent framework.
» The actual plan document controls.

Ask Fidelity:

"Does this specific plan require spousal consent for a partial cash distribution, lump sum, or any distribution election?”

Beneficiary designation
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A beneficiary designation may not block a withdrawal, but it should be reviewed.

Confirm:

» Primary beneficiary

» Contingent beneficiary

» Spouse designation

» Whether the beneficiary information is current

» Whether the account registration changed after the rollover

5. Tax-Bracket Planning Framework

A. The key concept: 22% is a marginal bracket
Being in the 22% bracket does not mean all income is taxed at 22%.
The federal tax system is progressive:

» Lower layers of taxable income are taxed at lower rates.

» Only the portion entering the 22% bracket is taxed at 22%.

» The portion above the 22% bracket is taxed at 24%, assuming the ordinary-income brackets apply.

The IRS explains that tax brackets apply in layers and that moving into a higher bracket does not cause all income to be taxed

at the higher rate. (IRS)

B. Current reference: 2026 federal brackets

Because your planned withdrawal is in 2027, the 2027 brackets should be confirmed when published. For planning purposes,

the currently published 2026 married-filing-jointly ordinary-income brackets are:

Federal rate 2026 taxable income — Married Filing Jointly
10% $0-$24,800

12% $24,801-$100,800

22% $100,801-$211,400

24% $211,401-$403,550

32% $403,551-$512,450

35% $512,451-$768,700

37% Over $768,700

The IRS's 2026 inflation-adjustment guidance provides these thresholds. (IRS)

Do not use these as final 2027 numbers. They are a planning reference only.

C. The basic calculation

Formula

Top of desired bracket
- Expected taxable income before withdrawal
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= Approximate additional taxable income available
But the actual calculation must account for:

» Filing status

» Standard or itemized deduction
» Taxable Social Security

» Pension income

» Interest and dividends

» Capital gains

» Other retirement distributions

» Tax deductions

» Tax credits

» Qualified dividends

» Net capital gains

» Tax-loss harvesting

» Medicare-related income thresholds
» State tax

» Other income adjustments

D. Hypothetical example

Assumptions — lllustrative only
Assume:
» Tax year: 2027

» Filing status: Married Filing Jointly
» Hypothetical 2027 top of 22% bracket: $220,000

This is an invented planning assumption, not a published 2027 IRS threshold.

» Expected taxable income before withdrawal: $145,000
» Withdrawal is entirely pre-tax and taxable

» No unusual deductions or credits

» No Roth conversion

» No capital-gain complications

» No state income tax

» No other major income changes

Calculation
Item Amount
Hypothetical top of 22% bracket $220,000
Less: expected taxable income -$145,000
Approximate additional taxable capacity $75,000

Under these assumptions, a $75,000 gross taxable withdrawal would bring taxable income approximately to the top of the

assumed 22% bracket.

But this is not necessarily the final withdrawal target
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A prudent target might be lower, for example:
» $65,000
» $70,000
» $72,000

Why? Because income estimates are uncertain, and a buffer may prevent accidentally crossing into the 24% bracket.

Example with withholding

Assume:

» Gross withdrawal: $70,000

» Federal withholding election: 22%
» Federal withholding: $15,400

» State withholding: $0

» Net deposit: $54,600

Item Amount
Gross distribution $70,000
Federal withholding at 22% -$15,400
State withholding $0

Net received $54,600

Important: The $15,400 withholding is a prepayment toward tax. It is not necessarily the final tax caused by the withdrawal.

E. Gross withdrawal vs. net deposit

This distinction is essential.

Gross withdrawal

The amount distributed from the retirement account.

Net deposit

The amount arriving in Bank of America after withholding.

Example

If you need $50,000 in your checking account, the required gross withdrawal depends on withholding.

At a hypothetical 22% federal withholding rate:

Gross withdrawal=$50,0001-0.22\text{Gross withdrawal} = \frac{\$50,000}{1 - 0.22}=%$64,102.56= \$64,102.56

So, approximately:

Item Amount
Gross withdrawal $64,102.56
Federal withholding, 22% -$14,102.56
Net received $50,000

But: This is a cash-flow calculation, not a tax calculation. The final tax liability may be higher or lower.
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F. Withholding is not the same as final tax
Suppose you withdraw $70,000 and Fidelity withholds $15,400.
That does not mean:

» Your actual tax rate is exactly 22%.
» Your final tax liability is exactly $15,400.
» You cannot owe more.

» You will necessarily receive a $15,400 refund.
At tax filing:

Actual total tax liability
minus
Total withholding and estimated payments

= Balance due or refund

The IRS notes that withholding may be insufficient for a taxpayer's situation and that estimated tax payments may be needed.
(IRS)

Practical approach
Ask your CPA:

“If we withdraw $X gross in 2027, how much federal tax should we withhold from the distribution, and how much additional

estimated tax would be needed, if any?”

G. Social Security taxation

A large taxable retirement withdrawal may increase the portion of Social Security benefits included in taxable income.
The key point:

» Social Security is not automatically taxed at 22%.
» Depending on combined income, up to a portion of Social Security benefits may become taxable.
» A retirement withdrawal can increase provisional income and therefore affect Social Security taxation.

Ask your CPA to model the withdrawal and Social Security together.

H. Medicare IRMAA

A large retirement distribution may increase Modified Adjusted Gross Income (MAGI) and potentially affect Medicare Part B

and Part D income-related surcharges, known as IRMAA.

Why timing matters

Medicare generally uses tax-return information from two years earlier to determine IRMAA.
For example:

» 2027 income may affect Medicare premiums in a later year, depending on the applicable determination year.
» A large one-time withdrawal can create a temporary income spike.
» A large distribution may have consequences beyond the tax bill for that year.

Important: Do not assume a withdrawal is “only a 22% decision.” It may also affect Medicare premiums.
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Ask your CPA:

“If we withdraw $X in 2027, what would our projected MAGI be, and could this create an IRMAA surcharge in a later

Medicare year?”

l. Capital gains and qualified dividends
Your account is invested in FTEC, but that does not automatically mean the withdrawal is taxed as capital gains.
For a traditional pre-tax retirement account:

» Selling FTEC within the account generally does not make the distribution a capital-gains distribution.
» The taxable distribution is generally ordinary income.

» The fact that FTEC itself is an ETF does not change the general tax character of a traditional-account withdrawal.

However, capital gains and qualified dividends outside the retirement account can affect the household's overall tax
calculation.

J. Tax professional’s calculation worksheet

Before the first withdrawal, ask your CPA to prepare:

Item Amount

Filing status Married Filing Jointly
Expected ordinary income

Expected taxable Social Security

Expected pension income

Expected interest/dividends

Expected qualified dividends

Expected long-term capital gains

Expected short-term capital gains

Expected deductions

Expected taxable income before withdrawal
Applicable 22% bracket ceiling

Maximum theoretical gross withdrawal

Recommended safety buffer

L= I S B o G = B I~ N I e N R - R - S =

Recommended gross withdrawal
Recommended federal withholding %
Recommended state withholding %

Estimated net deposit $

L2l

Estimated final tax impact

Ll

Estimated IRMAA impact
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6. Withdrawal Frequency Comparison

Al-04711 Withdrawal 401K at Age 59.5 Tasks

Can withdrawals generally be made monthly, quarterly, semiannually, annually, or

as a lump sum?

Generally, yes—many retirement accounts permit multiple distribution patterns. However, the exact choices depend on

whether the account is a Rollover IRA or a former-employer 401(k), and on Fidelity's procedures.

Frequency

Monthly

Quarterly

Every six months

Annually

Lump sum

Typical use

Regular retirement income

Retirement-income funding

Larger planned withdrawals

Tax-bracket management

Major bridge-gap need

Advantages

Smooth cash flow;
predictable budgeting

Good balance of simplicity
and cash flow

Fewer transactions; easier tax

planning

Simple; easier annual tax

calculation

Simple; one transaction

A. Does withdrawal frequency change tax treatment?

Potential drawbacks

More transactions; repeated
market sales; ongoing

administration

Requires quarterly planning

Larger cash-flow gaps

Larger single-year
market/timing decision
Larger immediate tax and

market-impact decision

Generally, the total taxable amount withdrawn during the tax year is the primary driver of federal income-tax

treatment, not whether the money was withdrawn monthly or in one lump sum.

For example, assuming the same account type and taxable amount:

» $10,000 monthly for 12 months = $120,000
» $30,000 quarterly for four quarters = $120,000
» $120,000 once annually = $120,000

The annual taxable distribution is generally $120,000 in each case.

But there are important practical differences

Withholding may be calculated differently for periodic vs. nonperiodic payments.

Each transaction may have different administrative requirements.

Investment sales may occur at different prices.

Recurring distributions may require setup and maintenance.

The total tax-year amount may change if the final withdrawal differs from the original plan.

B. Does Fidelity impose minimum or maximum withdrawal frequencies?
Must be confirmed with Fidelity.

Ask:

» Is there a minimum dollar amount?

» |s there a minimum interval between distributions?
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» Are recurring distributions available?

» Can a recurring distribution be canceled or modified?

» Is there a maximum number of distributions per year?

» Are there fees?

» Is there a minimum cash balance?

» Does the plan require a minimum distribution amount?

» Are partial distributions allowed?

Do not assume that an IRA and a former-employer 401(k) have the same rules.

C. Can recurring withdrawals be established?

Rollover IRA

Recurring withdrawals are often available through Fidelity's account-management tools, subject to the account's options and
eligibility.

Former-employer 401(k)
Installment distributions may be available, but the plan document and plan administration control.
Ask Fidelity specifically:

“Can we establish a recurring taxable distribution from this account to our Bank of America checking account, and can we

choose the gross amount, frequency, withholding, and start date?”

D. Is there a required minimum distribution now or later?

At age 59
No RMD requirement begins at age 59'/-.

Traditional IRA / Rollover IRA

Under current law, the applicable RMD age is generally 75 for individuals born in 1960 or later.

401(k)
RMD rules may depend on:

» Birth year

» Whether the person is still employed

» The plan type

» Whether the plan permits delayed RMDs while still working

» Whether the account is a former-employer plan

For a former-employer account, the “still working” exception generally does not provide the same benefit because she is no

longer employed by that employer.

Important: The law may change before she reaches RMD age. Confirm the rules closer to that time.

Roth note

Roth IRAs generally do not have lifetime RMDs for the original owner, but a Roth 401(k) and inherited accounts have different

rules.
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7. Practical Preparation Timeline

Now — September 2026

Objectives

Identify the exact account type.

Confirm age 59" date.

Confirm current balance and investment composition.
Review beneficiary designation.

Begin tax-planning framework.

Establish a dedicated withdrawal records folder.

Tasks

Six months before age 592 — approximately September 2026, depending on

Download latest Fidelity statement.

Record exact account title and registration.

Confirm whether it is 401(k) or Rollover IRA.

Confirm pre-tax vs. Roth balance.

Confirm beneficiary designation.

Confirm account access credentials.

Contact Fidelity for account-specific rules.

Confirm Bank of America routing and account information.
Ask CPA whether a 2027 tax projection should be prepared.

birthday

Objectives

Complete account verification.
Understand the exact distribution workflow.
Avoid first-time administrative surprises.

Tasks

Three months before — approximately December 2026

https://docmost.gravelcloud.com/s/general/p/ai-04711-withdrawal-401-k-at-age-59-5-tasks-9wKy T3rj5F

Contact Fidelity Retirement/NetBenefits.
Confirm eligibility date.

Confirm partial withdrawal availability.
Confirm withdrawal methods.

Confirm FTEC liquidation process.
Confirm ACH/wire requirements.

Confirm withholding rules.

Confirm recurring withdrawal options.
Confirm whether forms are needed.

Link Bank of America if not already linked.

Ask about bank-link verification holds.
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Objectives

Build the 2027 tax model.
Decide how much cash is actually needed.

Determine whether the withdrawal should be one-time or recurring.

Tasks

Estimate 2027 household income.
Estimate taxable Social Security.
Estimate pension income.

Estimate interest/dividends.

Estimate capital gains.

Estimate deductions.

Obtain projected 2027 tax brackets when available.
Calculate theoretical bracket capacity.
Add a safety buffer.

Decide gross vs. net withdrawal target.
Discuss IRMAA implications with CPA.

Discuss whether withholding should be 22%, another rate, or estimated payments.

One month before — February 2027

Objectives

Finalize the first withdrawal.

Confirm all account and banking information.

Tasks

Confirm exact 592 birthday date.

Confirm the first permissible distribution date.
Confirm Bank of America account is verified.
Confirm Fidelity account status.

Confirm tax withholding election.

Confirm gross withdrawal amount.

Confirm whether FTEC must be sold in advance.
Confirm settlement timing.

Confirm whether a phone representative should process the first transaction.
Save Fidelity instructions and forms.

Schedule CPA review of final amount.

Withdrawal date — March 2027

Recommended sequence

1. Confirm the date is on or after age 59'%.

2. Confirm the current account balance.
3. Confirm sufficient FTEC/cash liquidity.

4. Sell FTEC if necessary.

5. Wait for settlement if required.
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6. Submit the distribution.
7. Confirm gross amount.
8. Confirm federal withholding.
9. Confirm state withholding.
10. Confirm Bank of America destination.
[1. Save confirmation number.
|2. Monitor Fidelity activity.

|3. Monitor Bank of America deposit.

After funds arrive

» Confirm net deposit.

» Compare deposit to expected amount.

» Save bank transaction record.

» Save Fidelity confirmation.

» Update retirement-income tracking.

» Update tax projection.

» Update bridge-gap cash runway.

» Review whether another distribution is needed.

» Avoid making the next withdrawal automatically without revisiting the tax projection.

Tax filing season

» Receive Fidelity Form 1099-R.

» Confirm gross distribution matches records.

» Confirm federal withholding matches records.
» Confirm state withholding, if any.

» Provide 1099-R to CPA.

» Confirm distribution is reported correctly.

» Reconcile withholding with final tax liability.

» Review whether IRMAA may be affected.

» Update the next year's withdrawal plan.

8. Questions to Ask Fidelity

Account identification
1. What is the exact legal account type?
2. Is this a former-employer 401(k), Rollover IRA, Traditional IRA, or another account?
3. Is the account held at Fidelity.com or NetBenefits?
4. |s the account fully distributable today?
5. Does age 592 change any distribution restriction for this account?

Eligibility and rules
6. What is the earliest date she can take a penalty-free distribution?

7. Does the plan require separation from service? Has that requirement already been satisfied?
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8. Are partial withdrawals permitted?
9. Are there minimum or maximum distribution amounts?

10. Are there any plan-specific restrictions?

Tax and withholding
11. Is this distribution subject to mandatory 20% federal withholding?
12. Or is it treated under IRA withholding rules?
13. Which form is required—W-4R, W-4P, or an online election?
14. Can we elect a specific federal withholding percentage?
15. Can we elect 0% withholding if permitted?
16. Can we elect additional withholding?
17. Is state withholding available or required?

18. What tax form will we receive at year-end?

FTEC and cash

19. Does Fidelity automatically sell FTEC to fund the distribution?
20. Can we sell FTEC ourselves first?

21. Can we specify which holdings are sold?

22. How long does settlement take?

23. Does the distribution require available cash before the request can be submitted?

Bank transfer
24. Can proceeds be sent by ACH to Bank of America checking?
25. Can we use a jointly owned checking account?
26. Does the bank account owner have to match the retirement account owner?
27. Is wire transfer available?
28. Are there fees?
29. How long does ACH typically take?
30. Is there a new-bank verification hold?

Recurring withdrawals
31. Can we establish monthly withdrawals?
32. Quarterly?
33. Every six months?
34. Annually?
35. Can we set a gross amount rather than a net amount?
36. Can we change withholding later?

37. Can we cancel or modify recurring distributions online?

Documentation
38. Can you send us the distribution procedure in writing?
39. Can you identify the exact forms we need?
40. Can you confirm the expected processing timeline?
41. Can we complete a small test distribution before the larger withdrawal?
42. Can you confirm the distribution will be reported on Form 1099-R?
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9. Questions to Ask Your CPA or Tax Professional

Tax-bracket calculation
1. What is our projected 2027 taxable income before any Fidelity withdrawal?
2. What is the actual 2027 top of the 22% married-filing-jointly bracket?

3. How much additional taxable income can we recognize while remaining within that bracket?

4. Should we leave a safety margin below the bracket ceiling?
5. Should we withdraw the full amount in 2027 or spread it over multiple tax years?
6. Is it better to withdraw in December 2027 or earlier in the year?

Withholding and estimated taxes
7. What federal withholding rate should we elect?
8. Is 22% withholding adequate?
9. Would estimated tax payments be preferable?
10. Should we use withholding to satisfy estimated-tax obligations?

11. Could a large withdrawal create an underpayment penalty?

Social Security and Medicare
12. How will the withdrawal affect taxable Social Security?
13. Could it increase Medicare IRMAA?
14. What MAGI threshold should we monitor?
15. Should we consider a smaller withdrawal to avoid crossing a threshold?

Retirement strategy
16. How much should we withdraw to cover the bridge-gap need?
17. Should we prioritize taxable-account funds, cash, or retirement funds?
18. Is a one-time withdrawal or recurring distribution more tax-efficient?
19. Should we consider Roth conversions in low-income years?
20. How should we coordinate withdrawals with future Social Security and RMDs?

10. Common Mistakes to Avoid

Administrative mistakes

1. Assuming “Fidelity 401(k) Rollover Account” identifies the account type

It does not necessarily.

Fix: Confirm the legal registration.

2. Assuming age 592 automatically overrides every plan restriction

Age 592 generally removes the 10% additional tax, but it does not eliminate plan procedures.

Fix: Confirm the actual plan's distribution rules.

3. Waiting until the birthday month to link the bank

New bank links may require verification or processing time.

Fix: Link Bank of America months ahead.
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4. Not confirming whether the bank account can receive the distribution

Some account-registration combinations may have restrictions.

Fix: Confirm the receiving account is acceptable.

5. Assuming Fidelity will automatically sell FTEC

The distribution process may require available cash or may liquidate holdings automatically.

Fix: Ask Fidelity and confirm the workflow.

Tax mistakes

6. Confusing gross withdrawal with net cash received

A $100,000 gross withdrawal does not mean $100,000 arrives in checking.

Fix: Model withholding before submitting.

7. Treating withholding as final tax
Withholding is a prepayment, not necessarily the final tax liability.

Fix: Reconcile at tax filing.

8. Calculating the 22% bracket using gross income

The bracket applies to taxable income, not simply gross income.

Fix: Include deductions and all relevant income.

9. Ignoring Social Security taxation

A retirement withdrawal can increase taxable Social Security.

Fix: Include it in the CPA's model.

10. Ignoring IRMAA

A large distribution can have Medicare premium consequences later.

Fix: Model MAGI and the applicable two-year lookback.

11. Assuming selling FTEC creates capital-gains taxation

Inside a traditional retirement account, selling FTEC generally does not mean the eventual distribution is taxed as long-term

capital gains.

Fix: Distinguish investment activity inside the account from the tax character of the distribution.

12. Taking more than needed simply because the bracket has room

A withdrawal should serve a retirement-income purpose, not merely fill a tax bracket.

Fix: Determine the actual bridge-gap cash requirement first, then optimize the tax amount.

Recommended Practical Strategy for Your Situation
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Given that your bridge-gap funds are approaching the red-warning zone, | would approach this as a retirement-income

operating process, not an isolated withdrawal.

Suggested operating model

Step 1 — Establish a cash requirement
Determine:

How much cash do we actually need from the retirement account, and for how many months or years?
For example:

» Monthly household spending gap
» Emergency reserve

» Planned large expenses

» Investment cash-flow needs

» Timing of Social Security

» Timing of future RMDs

Step 2 — Establish an annual tax ceiling
Ask your CPA:

"What is our recommended annual taxable-income target, and how much can we withdraw while staying within the desired

bracket with a safety margin?”

Step 3 — Choose the distribution cadence

For many early-retirement households, a reasonable starting framework is:

» Annual tax planning
» Quarterly or semiannual cash distributions
» Monthly household budgeting from checking

This separates two decisions:

1. When to withdraw from the retirement account

2. When to spend the money

That can reduce unnecessary retirement-account transactions while maintaining predictable household cash flow.

Step 4 — Recalculate annually

At the beginning of each tax year:

» Project income

» Project deductions

» Estimate Social Security taxation

» Estimate Medicare effects

» Determine the year's withdrawal target

» Decide whether to withdraw monthly, quarterly, semiannually, or annually

Final Action List

https://docmost.gravelcloud.com/s/general/p/ai-04711-withdrawal-401-k-at-age-59-5-tasks-9wKy T3rj5F

26/27



9/14/26, 4:29 PM Al-04711 Withdrawal 401K at Age 59.5 Tasks

Do these first
. Confirm whether the Fidelity account is a 401 (k) or Rollover IRA.

. Confirm the exact date your wife reaches age 59'-.

. Call Fidelity Retirement/NetBenefits and request the account-specific distribution rules.

. Link and verify Bank of America checking well in advance.

. Ask Fidelity how FTEC will be liquidated to fund the withdrawal.

. Have your CPA calculate the 2027 22% bracket capacity using the complete household tax picture.
. Decide whether the first withdrawal should be a one-time, quarterly, or semiannual distribution.

. Confirm withholding separately from the gross withdrawal amount.

. Save every confirmation and retain Form 1099-R for tax filing.

O W 00 N O U M W N =

. Treat the process as an annual retirement-income plan rather than a one-time transaction.

Bottom line: Your plan is very workable. The most important preparation is not the mechanics of clicking “Withdraw"—it is
confirming the account's legal type, establishing the bank-transfer path, and calculating the gross withdrawal against your

complete household tax picture before the transaction.
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