Borrowing From Yourself -Not Always the Best Plan
The IRS says that a retirement plan can distribute benefits only when certain events occur.
A company’s summary plan description (SPD) should clearly state when a distribution can
be made. The plan document and SPD must also state whether the plan allows hardship
distributions, early withdrawals or loans from the plan account. Before taking a loan
or hardship withdrawal from your 401(k) or 403(b) plan account, review the rules and
potential risks.
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Hardship Withdrawals:
A Last Resort
If you’re faced with a financial emergency

Please contact your plan administrator if you

you may be able to take a hardship

have any questions about your distribution

withdrawal from your 401(k) or 403(b) plan

of benefits.

account. You must have an immediate
and heavy financial need, such as medical
expenses that aren’t covered by insurance
or payments necessary to prevent eviction
from the principal residence or foreclosure
on the mortgage. The amount withdrawn is
limited to the amount necessary to satisfy
the financial need.
You usually can withdraw the money you’ve
contributed and employer contributions but
not earnings. You’ll owe income tax and,
possibly, an early withdrawal penalty. And,
unlike a plan loan, withdrawals cannot be
repaid to the plan.
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