
Lost your job?  
What should you do 
with your 401(k)?

A quick look at  
four options.
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When you no longer work 
for an employer where 
you’ve had a 401(k), you 

may be wondering what makes 
the most sense to do with those 
retirement dollars. Every person has 
the same four options: 

	■ Leave it in the plan 
	■ Roll it to a new plan 
	■ Cash it out 
	■ Roll it to an IRA

Which option is right for you?  
Deciding on a course of action will 
take a bit of evaluation. A withdrawal 
of money from any employer-
sponsored retirement plan is generally 
referred to as a distribution.  Most 
plans allow you to take a distribution 
from your retirement plan when your 
employment is terminated. 

 Beware - If you have a plan loan, 
then when you remove your money 
from the plan, that loan could 
become taxable. 

1ST OPTION    
  LEAVE IT IN THE PLAN

Most plans cannot force you to take a distribution from 
your account until you reach the plan’s normal retirement 
age (usually age 60+). However, once you have left 
employment, the plan may cash out your benefit without 
your consent if the value is $5,000 or less. In general, if the 
distribution exceeds $1,000, payments must be made to an 
IRA established on your behalf unless you chose a different 
option. 

 Why do this? Because it’s the path of least resistance. 
You don’t have to actively do anything.

Why NOT do this?  Most plans have some type 
of expense ratio that is often passed on to the plan 
participants.  Many people feel they don’t want their 
dollars to subsidize a plan for an employer they are no 
longer connected to.    You may also find yourself limited 
on the investment selection within the plan, which could 
impact your diversity and performance.
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4TH OPTION 
 ROLL IT TO AN IRA

Many people consolidate all old 401(k) 
dollars into an IRA.  

Why do this?  Rolling your old 401(k) 
dollars into an IRA gives you the largest 
amount of control. 

You control what your investment 
options are.  Frequently an IRA will have a 
much broader set of investment options to 
choose from, thus improving your diversity 
and potentially upping your performance.  
You can choose different vehicles to hold 
the IRA, including options that may provide 
income streams later in life, more active 
management, and higher customized levels 
of advice from a financial advisor.  

Why NOT do this?  The larger a 401(k) 
plan is, the lower the internal cost 
normally is.  This may make an IRA a more 
expensive investment choice.   Also, IRA’s 
have penalties if you withdraw the funds 
before age 59 ½.  If you separate from 
service between ages 55 and 59 ½ you may 
have added flexibility to withdraw money 
without the penalty directly from the 401(k) 
plan.

2ND OPTION  
  ROLL IT TO A NEW PLAN

If you have a new job, and they offer a plan, it may be an 
option to roll the money from your old plan into your new 
employer’s plan.

Why do this? Again, some people feel like they don’t 
want to have their money continue to subsidize expense 
ratios of a plan for a company they no longer work with. 
Rolling it to a new employer’s plan may also be moving it 
to something with a similar low expense ratio. 

Why NOT do this?  The downside of any employer plan 
is a limited set of investment choices.  You may also find 
your new employer does not have the same type of plan, 
and can’t actually accept a rollover.  

3RD OPTION 
 CASH IT OUT

If you chose to cash out your plan, you will pay taxes and 
possibly a 10% penalty. Taxes will be due on anything that 
has not been taxed yet. The 10% penalty will apply if you 
are under age 59½  when you cash it out.  

Why do this?  If you need the cash, this could be an 
option.

Why NOT do this?  Often times 
taxes and penalty can 

take up almost half of 
the 401(k) balance 
leaving you with a 

much smaller check 
than anticipated.

WHAT SHOULD YOU DO?  VISIT WITH ONE OF OUR FINANCIAL ADVISORS 
TO REVIEW YOUR BEST OPTION!  WE WORK VIRTUALLY WITH CLIENTS 

NATIONWIDE! SCHEDULE A MEETING WITH US TODAY! 

https://www.sterkfinancialservices.com/p/contact
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BOOK AN APPOINTMENT TODAY!

THE STERK FINANCIAL DIFFERENCE 

350 Oak Tree Ln Ste 150, Dakota Dunes, SD 57049

866-800-2186

Securities and investment advisory services offered through Woodbury Financial 
Services, Inc. (WFS) member FINRA/SIPC. WFS is separately owned and other entities 

and/or marketing names, products or services referenced here are independent of 
WFS. Neither WFS nor its representatives provide tax advice.

DAKOTA DUNES OFFICE
350 Oak Tree Lane
Suite 150
Dakota Dunes, SD 57049

KANSAS CITY OFFICE
7280 NW 87th Terrace
Suite C-210
Kansas City, MO 64153

STORM LAKE OFFICE
813 Flindt Drive  
Suite A
Storm Lake, IA  50588

PHONE: 605-217-3555
TOLL-FREE: 866-800-2186

BOOK NOW

https://www.sterkfinancialservices.com/p/contact
https://www.sterkfinancialservices.com/p/contact
http://www.facebook.com/hoffmanlandscapes

