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Old retirement plans…. What to do?

There are 3 options with an existing 401(k) at a previous employer
1 – Leave it in the plan
2 – Roll it over to a new retirement plan with your current employer
3 – Roll it over to an IRA
4 – Cash it out – Don’t do that. Not a real option. ;)

Leave money in the old plan
If you really like the investment options and the fees are low, this could be 
the choice for you.  You don’t have to change a thing.
It will be important that you actively monitor your investments in the plan for 
performance and remain aware of any significant changes that may occur.
You will no longer be able to add to this old 401(k) and in some cases, may 
no longer be able to take a loan from the plan. You may not be able to 
make partial withdrawals, being limited to a lump-sum distribution.

Rollover into your new 401(k) plan
If your new employer allows immediate rollovers into its 401(k) plan, this 
may be a good option for you.
If you plan to continue to work after age 701/2, you should be able to delay 
taking Required Minimum Distributions on funds that are in your current 
employer’s 401(k) plan.
You might also be able to take loans on the money in the 401(k) plan, 
including the rollover money from the previous employer plan.
Loans from your retirement funds are not advised, of course, but this 
option is available in an extreme emergency or short-term crunch.
It will be important to analyze the new plan for investment options and 
fees.

Rollover your old retirement plan to an IRA
There are a number of benefits to rolling over your old plan into an IRA or 
ROTH IRA.
Your investment options are essentially unlimited; stocks, bonds, CDs, 
mutual funds, ETFs.
You will be able to control your costs by comparing account fees, 
commissions and expense ratios. If you have an existing traditional IRA, 
you may be able to consolidate all your IRA assets in one place.
Another benefit to the rollover is the ability to diversify from the investments 
offered in your new retirement plan. If you rollover old plans into your new 
retirement plan, you are limited to the investments offered in that plan.

Important items for rollovers



Direct Rollover: The important phrase to your old plan administrator is 
“Direct Rollover”. That way funds are moved directly to your new IRA 
custodian or if a check must be cut, it is made payable to the new 
custodian and not you.
This is not a taxable event. If you choose an Indirect Rollover, you have 
only 60 days to get the money into a retirement account or you will incur 
taxes and penalties.
Invest: Your 401(k) funds will enter the IRA as cash, so you will need to 
invest the money. You can choose the investments and manage them 
yourself or find an advisor that will manage the money for you.
Roth IRAs: Technically, you are able to roll a 401(k) into a Roth IRA. But, 
in practice, your old retirement plan administrator probably will not allow 
this. If your goal is to get the money into a Roth IRA (which would end up 
being a taxable event. But has some great benefits! Ask me.), the best way 
to accomplish this is to do a direct rollover into a traditional IRA and then 
convert the assets into a Roth IRA.
Company Stock: If you have company stock in an old 401(k), it may be 
beneficial to transfer those shares into a taxable brokerage account to take 
advantage of Net Unrealized Appreciation. NUA is the difference between 
what you paid for the company stock and its current value. Best not to 
rollover company stock into an IRA until you have examined the benefits of 
a transfer with a tax or financial advisor first.
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