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Understanding Your Options with an Old Retirement Plan

When you leave a job, it's easy to let your old employer’s retirement account fade into the background. But
the decisions you make now about your 401(k) can significantly impact your long-term financial security.
Understanding your options is the first step in determining your best path forward—and in continuing your
progress toward your financial goals.

The good news: your 401(k) doesn’t disappear when your employment ends. The money remains yours
(subject to vesting), and it stays invested unless you choose to move it. However, you can no longer
contribute to the account, and you’re now responsible for deciding what happens next.

Before making any moves, confirm:

¢ Your current balance and investment allocation

¢ Whether you're fully vested in your employer match
¢ If there are any outstanding loan balances
.

What fees or limitations apply to keeping the account where it is

Option 1: Leave the 401(k) Where It Is

%4 Pros i. Cons

e Noimmediate action required e Less flexibility with investments or
e Continued access to your existing withdrawals

investment menu e Harderto manage if you have multiple
e May offer low-cost institutional funds old 401(k)s

not available in IRAs e You may forget about it or lose track as
e Some plans offer strong creditor your career evolves

protections e Limited tax planning control compared

toanIRA

While there’s nothing inherently wrong with leaving your 401(k) where it is—especially if the investment
lineup is strong and you're confident managing multiple accounts—this approach can become
cumbersome over time. As you change jobs or move closer to retirement, juggling several old accounts
can complicate your investment oversight and income distribution strategy.

Option 2: Roll Over to Your New Employer’s Plan

If your new job offers a 401(k), you can consolidate your retirement savings by rolling your old account
into the new one.

4 Pros I. Cons
e Makes it easier to manage retirement e Mustwaituntilyou’re eligible to join the
savings in one place new plan
e Avoids having to track multiple accounts ¢ Investment options may be limited
e Some plans allow loans from your ¢ May not be the lowest-cost option
balance compared to IRAs

e Keeps fundsin an ERISA-protected plan



A great fit for those who value simplicity and want to keep their retirement savings in one place.
Consolidating into a single account can make it easier to manage contributions, track your progress, and
implement tax strategies like the Backdoor Roth IRA without running into the pro-rata rule. However, it's
important to weigh the convenience against potentially limited investment choices within the new plan.

Option 3: Roll Over to an IRA

Rolling over to an Individual Retirement Account (IRA) gives you the most control and flexibility.

2 Pros i. Cons
e Full control over your investments e No loan provision
e Access to low-costindex funds and ETFs o Creditor protections vary by state
e Greater flexibility in withdrawal e Pre-tax IRA balances may complicate
strategies, especially in retirement Backdoor Roth IRA strategies (due to the
e Easier coordination with Roth pro-rata rule)

conversions or long-term tax strategies

This option is best for individuals who want more control over their investments and the flexibility to
tailor their retirement strategy. It's ideal if you prefer to self-manage your portfolio or partner with a
financial advisor for customized guidance, and if you're looking to optimize tax efficiency and access a
broader range of investment options not typically available in employer plans.

Option 4: Cash Out (Not Usually Recommended)

You can cash out your 401(k), but it should generally be a last resort.

Downsides:
¢ Income taxes due on the full balance
¢ 10% early withdrawal penalty if you're under age 59% (unless exceptions apply)
¢ Major loss of future compounding growth

Generally not recommended, this option may be necessary for someone facing a true financial
emergency with no other sources of liquidity. It's a last-resort choice best reserved for situations where
meeting immediate needs outweighs long-term retirement growth.

¢ Retiring early at age 55+? You may qualify for penalty-free withdrawals from your 401(k)—but not
from IRAs—under the Rule of 55.

¢ Using Backdoor Roth IRA contributions? Rolling pre-tax funds into a Traditional IRA may trigger
the pro-rata rule, complicating your Roth strategy.

¢ Small balance? If your 401(k) has less than $5,000, your former employer may automatically roll it
into an IRA or require you to take action.



What are the fees if | leave my 401(k) where it is?
Do | like the investment options | currently have?
Do I need more flexibility with withdrawals or asset choices?

Will | be contributing to a new 401(k) soon?
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Would working with an advisor help me align this decision with my broader financial plan?

A job transition can feel like a disruption. But it's also a chance to regroup, revisit your financial structure,
and make thoughtful, aligned decisions for your future.

If you're unsure about the best next step, talking with a financial planner can help ensure your retirement
savings strategy fits into the bigger picture of your goals, taxes, and income planning.
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