
DID YOU FORGET YOUR 401(k)?
It’s easy to leave money behind when you leave a workplace. In fact, lots of people do.

Between 2005 and 2015, 25 million Americans left retirement plan savings in their former employers’ defined contribution plan, 
and millions of people left two or more retirement accounts behind, according to the United States General Accounting Office.1

There are many reasons people leave their retirement savings behind. Some reasons may include:

 y Deciding what to do with the money can be daunting.

 y Taking the steps required to move it can be time consuming.

 y Getting in touch with a former employer may be uncomfortable.

 y Doing nothing is an easy choice.

In some cases, workers may not even realize they’ve left money behind.

How is that possible? 
Some companies have automatic enrollment.  When people 
become employees, they are enrolled in the company’s 
retirement plan automatically.  This means a percentage of 
their income is contributed to their plan accounts every pay 
period. According to the Callan Institute, during 2017:2

 y 71% of companies with defined contribution plans used 
auto enrollment.

 y 4.6% was the average default deferral contribution rate.

 y 80% of plans increase contributions rates automatically 
every year.

So, if an employee earns $30,000 a year and stays at a 
company with an average default deferral contribution rate 
(4.6%), after one year, his or her account will have about $1,380 
in it.

If the employee is 25-years-old and has $1,380 of savings 
in a traditional workplace retirement plan, the value of the 
account could grow to more than $14,000 by the time they 
reach retirement age – even if the employee never adds 
another penny.3

If you’re changing jobs, you have options. 
If you’ve changed jobs recently and you’re not sure whether 
you had money in a retirement savings account, it’s a good 
idea to check. Contacting your former employer’s human 
resources department can often help you find answers.

If you know you left an account behind, it’s a good idea to 
make a decision about how to manage your savings. Usually 
there are four options available:
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Clearly, some of these options are more likely to help you preserve your retirement savings than others.  If you want to live 
comfortably during retirement, it’s important to consider: 

 y Saving for retirement,
 y Keeping track of your retirement savings, and 
 y Making smart choices about managing your savings.

 
If you would like help understanding your options, or managing your retirement savings, get in touch. We’re happy to help.

1. Leave the savings in the former employer’s plan.4 
If you leave the money in a former employer’s plan, it will 
continue to grow tax-deferred or tax-free, depending on 
whether you saved in a Traditional or Roth account. 

However, some plans have minimum balance 
requirements, and if your account is relatively small, the 
plan may:

 y Send a check directly to you. The distribution probably 
will be subject to taxes and penalties.

 y Rollover your savings into a Safe Harbor IRA. 

If a plan is terminated, accounts of all sizes may be rolled 
into IRAs.

2. Rollover the savings into a new employer’s 
retirement plan.4 
This is not always an easy option. Sometimes, a new 
employer doesn’t have a retirement plan. If they do, the 
plan may not accept savings from other plans.

In addition, there currently is no standard method for 
moving savings from one 401(k) plan to another. However, 
if your new employer’s plan accepts rollovers and has good 

investment options, then the time and effort may be worth 
it.

3. Rollover the savings into an IRA.4 
It’s easy to rollover 401(k) and other defined contribution 
plan savings into a Traditional or Roth IRA. In fact, some 
people choose to rollover their retirement savings into one 
or more IRAs whenever they change employers. 

However, it’s important to know that IRAs don’t protect 
your savings in quite the same way that workplace 
retirement plans do. Savings in 401(k) plans are protected 
from creditors. Savings in IRAs generally are not.5

4. Take a distribution.4 
You can have the savings in a 401(k) or another type of 
defined contribution plan account sent to you. While this 
gives you immediate access to the money, it’s a taxable 
event, so taxes may be due on the distribution. 

In addition, you may owe a 10% penalty tax, if you’re 
younger than 59 ½.


