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Consolidating Retirement Accounts: Does It Make 
Sense for You?  

Did you know that in 2021, an average of more than 3.95 million 
workers left their jobs each month? The Great Resignation has prompted 
many working Americans to rethink their short- and long-term career 
goals, resulting in a record number of job departures.  

So, what does this historic economic trend have to do with retirement 
accounts? Job changers often leave their 401(k) accounts behind! Having 
multiple retirement accounts spread among different custodians and 
financial services providers can be a big headache. Let’s look at four 
reasons why consolidating your retirement plan accounts may be the 
cure.  

1. Easier tracking 

It’s easier to keep track of one account versus multiple accounts. No 
matter how many retirement accounts you own from previous 
employers, managing all your retirement assets in one account saves 
you time, effort, and frustration.  

Imagine having just one of everything—one statement, one password, 
and one account number—instead of several! Consolidation also makes 
it simple to track your progress toward savings goals and manage your 
investment options.  

2. Potentially lower fees 

You could pay less in fees. Your workplace retirement plan accounts 
incur various investment, custodial, and administrative charges; the 
more accounts you own, the more fees you’ll pay. By consolidating 
accounts, you may be able to reduce charges that could eat away at your 
balances over time.  

Also, some fees are charged based on the amount of assets; your 
combined account balance may meet minimum asset thresholds, thus 
qualifying for potential fee reductions.  
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3. Estate planning considerations 

It will make things simpler for your loved ones when you pass. As 
uncomfortable as it is to think about the prospect of passing away, 
making it as easy as possible for your loved ones to administer your 
retirement assets is an important planning consideration. 

By consolidating your retirement accounts, it may alleviate the need to 
chase down multiple account statements, call various custodians, and 
coordinate payments to beneficiaries.  

4. Reduced Required Minimum Distribution risk 

You’ll reduce the risk of missing required minimum distributions 
(RMDs). Generally, when you turn 72, the IRS requires you to take an 
RMD each year. Failing to take your RMD on a timely basis results in a 
hefty penalty: 50 percent of the amount you failed to withdraw!  

Forgetting to take an RMD could be a costly mistake; having fewer 
accounts makes it easier to keep track. worthwhile best practice is to 
keep tabs on your retirement accounts, particularly as the year winds 
down.  

Two consolidation options 

There are basically two options available if you want to consolidate your 

401(k) plan assets.  

 

• Transfer the assets from your other 401(k) plan accounts to your 
current 401(k) plan.  

• Roll over some or all of the assets from your 401(k) accounts to 
an IRA with a brokerage company or custodian.  
 

If you transfer these assets directly from your former 401(k) accounts to 
your new account the withdrawals won’t be treated as taxable 
distributions.  

 
If you need help weighing the pros and cons of consolidating your 
retirement assets, consider consulting with a financial advisor or 
speaking with your company’s retirement plan advisor. 
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Three Additional Tax Breaks at Work 

If you got hit with a 2021 tax bill, increasing pre-tax contributions to 
your 401(k) plan may help reduce your overall taxable income in 2022. 
You may also want to see if your employer offers three other benefits 
that are funded through pre-tax contributions.  

1. Health Savings Accounts 

If you’re enrolled in a high-deductible health plan (HDHP) at work, 
your employer may offer a health savings account (HSA) option. HSAs 
are funded with pre-tax paycheck contributions, up to a maximum of 
$3,650 per individual ($7,300 per family) with an additional $1,000 in 
“catch-up” contributions per person if you’re age 55 and older.    

Your HSA grows tax free, and you can take tax-free distributions to pay 
for qualified healthcare expenses. If you change jobs, you can take your 
HSA to your next company or transfer your balances into an HSA 
offered by a financial services company. 

2. Flexible Savings Accounts 

A flexible savings account (FSA) can be funded with pre-tax 
contributions of up to $2,850 per year. Like HSAs, assets in your FSA 
grow tax free and you can take tax-free deductions to pay for qualified 
healthcare expenses. You generally must spend all the money in your 
FSA by the end of the plan year. And you can’t transfer your FSA 
balances to another employer. 

3. Dependent Care FSAs 

If you have children in daycare, preschool, summer day camp or before- 
or after-school programs, a dependent care FSA (DCFSA) can help you 
pay for these expenses.  

Like healthcare FSAs, your can fund your DCFSA with pre-tax 
contributions and take tax-free distributions to pay for dependent care, 
including qualified adult-care costs. You can contribute up to $2,500 per 
year if you file an individual return or $5,000 if you’re married and file a 
joint return. Like healthcare FSAs, assets must generally be used by the 
end of the plan year and can’t be transferred to another employer.  
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