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Kristin take the time to carefully learn each family’s unique needs and to help them develop their own 
individualized retirement plan.
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Corporate restructuring. Organizational 
changes. Layoffs. A buyout. It’s 
devastating whatever it’s called. An 
unexpected job loss can wreak havoc on 
your financial stability and your future. 
You have to manage a loss of income, but 
you also may lose valuable benefits like 
health care and retirement contributions.

Your instinct after a layoff or buyout 
may be to panic. However, it’s often 
wise to resist that temptation. While a 
layoff can be stressful, you can navigate 
the challenges and come out with your 
financial future intact.

Don’t make any quick decisions. Talk to 
professional contacts and explore your 
job options. Think about what you’d like 
the next stage of your career to look like.

You also may want to meet with a 
financial professional like those at 
Legacy Retirement Group. They can 
advise you on how to maintain control 
of your finances. They can also help you 
explore a range of financial options, 
such as health care, retirement savings 
vehicles and more.

Ready to develop your strategy? Here are 
a few things to consider as you enter this 
next stage of your career. A thoughtful 
plan could make it easier to weather the 
storm and come out on the other side.
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INCOME
A layoff or buyout can affect your financial life in a 
number of ways. However, first and foremost, job loss 
means the loss of your paycheck. While you may have 
some savings to help you cover expenses, you may be 
feeling anxious about your lack of income. Fortunately, 
you have a few options available. 

Unemployment

One option is unemployment. Most employees are eligible 
for unemployment benefits, assuming they’ve worked a 
minimum number of hours in the last year or base period.

Unemployment benefits are paid weekly. The amount 
is based on your earnings, up to a cap. It’s important to 
remember that your unemployment benefits are very 
unlikely to replace your full income. In most instances, 
they cover only a small portion of your former salary, so 
be warned.

Keep in mind that unemployment benefits are taxable.1 
You can have taxes withheld from your payments, which 
will decrease your unemployment cash flow. You also 
must report your benefits on your tax return at the end of 
the year.

Unemployment benefits are temporary. In most states, you 
can receive benefits for several months, but they do run 
out. During that time, you may be asked to meet certain 
requirements, like applying or interviewing for a number 
of jobs each week or participating in career coaching 
sessions. If you fail to meet these requirements, you could 
lose your benefits.

Severance

It’s also possible that your employer has offered you 
a severance package. The package could include a 
lump sum payment, a continuation of pay for a limited 
period of time, or pay for unused vacation, among other 
payment structures. 

Your company may present the terms of your severance 
plan, but that doesn’t mean you can’t have input. Many 
employers are open to suggestions and negotiation 

when it comes to severance. For instance, perhaps you’d 
rather have less of a lump sum payout and more weeks 
of continued salary. You might be able to negotiate more 
paid vacation. 

While you may feel that you don’t have leverage to 
negotiate, it’s possible that you have more than you 
realize. Many employers want to get past the stress and 
emotional turbulence of a restructuring. They don’t want 
lingering employee issues or negative public fallout. If an 
enhanced severance package would help you leave on 
good terms, they may be open to the idea.

Also, don’t hesitate to be creative with your negotiations. 
Perhaps you could continue to provide services as 
a consultant or freelancer. Maybe your skills and 
experience could help the company navigate their 
restructuring. Don’t be afraid to offer potential ideas or 
ask for more severance. The worst that can happen is 
they decline your offer.

Finally, it’s important to stay professional and polite 
through these conversations. There’s no doubt that a job 
loss can be emotional. You may feel angry about your 
employer’s decision. However, if you express that anger 
or act in a way that isn’t professional, you may not be 
able to negotiate a better severance. You also may forfeit 
opportunities to return to work there in the future. Resist 
the urge to lash out at your employer and try to maintain 
a strong relationship.

1https://www.irs.gov/individuals/employees/unemployment-
compensation
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RETIREMENT
A job loss doesn’t just impact your current income, but it 
could also impact your ability to save for the future. Many 
people use their employer 401(k) plan as their primary 
retirement savings vehicle. It’s also possible that you 
have other retirement assets tied to your employer, like a 
pension or stock options.

After you leave your employer, you’ll have to make 
decisions on how to handle those assets. Those decisions 
could have long-term consequences for your retirement.

401(k) Plan

Are you one of the millions of people who use an 
employer 401(k) to save for retirement? A 401(k) can be a 
valuable savings vehicle. Your contributions grow on a tax-
deferred basis as long as the funds stay inside the plan. 
Also, your employer may make matching contributions 
that can help you save more money each year.

What are your options for your 401(k) after you leave your 
employer? Much of that depends on how much of your 
assets are vested. Generally, your own contributions vest 
immediately. However, your employer’s contributions 
may vest gradually over time. Your employer’s human 
resources department should be able to help you figure 
out how much of your balance is vested.

You have three options with your vested balance: cash it 
out, keep it in the plan, or roll it over.

Cash in Your 401(k) Plan

You may think that your best option is to simply cash 
out your vested 401(k) balance. After all, you are facing a 
financially challenging situation and those 401(k) assets 
could help you cover your bills until you find a new job.

There are a couple of reasons why you may want to resist 
the urge to cash out your balance. The first is that it can be 
costly to do so. Your 401(k) plan is a tax-deferred vehicle. 
That means that you don’t pay taxes on growth inside 
the account. However, it also means that you pay income 
taxes on all distributions that you take out of the account. 
If you cash out your vested balance, you’ll have to pay 
taxes on the entire amount.

You also may face an early distribution penalty. The 
IRS charges a 10% early distribution penalty on all 
withdrawals before age 59½. There are some exceptions 
to the penalty, however. For instance, you may be exempt 
from the penalty if you are laid off during or after the year 
in which you turn 55.2

However, even if you qualify for an exception, you still may 
not want to take a distribution from your plan. Your 401(k) 
is meant for retirement. If you use your 401(k) assets today, 
you’ll reduce the assets you’ll have in the future. You’ll also 
lose any future growth on those assets.

2https://www.irs.gov/retirement-plans/plan-participant-employee/
retirement-topics-tax-on-early-distributions

Before you cash in your plan, 
consider the other options.
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Keep Your Assets in the 401(k) Plan

There’s nothing saying you have to do anything with 
your 401(k) balance. You could simply leave it in 
your employer’s plan. Some employers require you 
to withdraw or rollover your balance if it’s below a 
minimum amount. However, most will allow you to keep 
assets in the plan indefinitely.

However, there can also be challenges with this approach. 
It could become difficult to manage retirement assets 
held in various 401(k) plans with former employers. 
Investment options within your plan may be limited and 
you may have difficulty getting assistance with your asset 
allocation. There are other options that may allow you 
more control over your retirement strategy.

401(k) Rollover

Finally, you have the option to roll your 401(k) assets 
into an IRA. In a rollover, you take the assets out of your 
401(k) plan and use them to open a new individual 
retirement account (IRA). When you do a rollover, you 
avoid all taxes and early distribution penalties.

One of the main benefits of a rollover is that you 
maintain control of your assets and your strategy. Most 
IRAs offer a wide range of investment options. You 
also may be able to use your IRA assets to purchase 
protection tools like annuities that can provide financial 
stability in retirement. Those options may not exist in 
your 401(k).

A financial professional can help you initiate a rollover. 
You simply open an IRA and then fill out paperwork with 
your 401(k) plan to initiate the transfer. The funds go 
straight from your 401(k) plan to the IRA, thus allowing 
you to avoid taxes and penalties.
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Pension

What happens to your defined benefit pension plan when 
you leave your employer? That all depends on if you’re 
vested in the plan. Assuming you are, you’ve probably 
been offered a range of options, including the ability to 
cash it out or to stay in the plan and receive your benefits 
upon retirement. Many companies are looking to wind 
down their defined benefit pensions, so if you are laid 
off, you may be offered the chance to take a discounted 
amount as a lump sum.

There are a few important considerations to think about. 
One is the tax implications of a lump-sum distribution. Such 
distributions are usually taxable as income. If your payment 
is substantial, it could push you into a higher tax bracket.

Another important consideration is the value of any future 
defined benefit pension benefits that you may forfeit by 
taking a lump sum today. Guaranteed income is valuable 
in retirement because it provides some level of certainty. 
While a lump sum payment may help you overcome 
immediate challenges, it may not be worth foregoing 
guaranteed income in retirement. A financial professional 
can help you analyze your options and determine the 
best path.

Keep in mind there are some common mistakes you want 
to avoid when it comes to your pension:

- Not protecting your spouse.

- Claiming your benefits at the wrong time.

- Not safeguarding your pension.

- Not choosing or updating your beneficiaries.

- Listening to the wrong people, as in your neighbors, 
friends and co-workers and not financial professionals 
with expertise in the area.

Social Security

If you’re close to retirement, you may be thinking about 
filing for Social Security. You can file as early as age 62. If 
you’ve reached that age, Social Security could provide 
much-needed income after you leave your employer.

However, there is a cost to filing for Social Security early. 
You receive your full Social Security benefit when you file 
at your full retirement age (FRA). Most people have an FRA 
between their 66th and 67th birthdays.3

If you file before your FRA, your benefit is reduced. The 
farther you are from your FRA, the greater the reduction. 
For example, if you file at age 62 and your FRA is 67, your 
benefit is reduced by about 30%. If you file at age 66 and 
your FRA is 67, your benefit is reduced by 6.7%.3

So, while you do have the option of filing at 62 and 
starting immediate income, you do so at the cost of 
your future income. If you file early, your benefit is never 
adjusted back to the full amount, even after you hit your 
FRA. While your benefit may increase for cost-of-living 
raises, it will always be less than you would have received 
had you waited until your FRA.

3https://www.ssa.gov/planners/retire/retirechart.html
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INSURANCE
For many people, their job isn’t just a source of income 
and retirement savings. It’s also their primary source 
of insurance. Your employer may provide insurance 
for everything from health care to dental to disability 
and more. If you lose your job, you also may lose your 
protection. Below are a few risk managements items to 
consider after you leave your employer:

Health Care Insurance

After the loss of income, the loss of health insurance may 
be your next biggest concern. Health care can be costly 
even with insurance. Without insurance, a health issue can 
be financially catastrophic.

Fortunately, you have some options available. For those 
experiencing a layoff, the company may be maintaining 
your health insurance coverage at this time. 

There’s also COBRA, which is a federal program that 
allows you to continue your employer’s health care 
coverage for a limited period of time. However, under 
COBRA, you pay the full premium amount. If your 
employer paid a portion of the premiums, you may see 
your cost rise significantly once you enroll in COBRA.

Finally, there’s also the federal Healthcare Marketplace that 
was created under the Affordable Care Act. It offers a wide 
range of policies to individuals and families. You may want 
to compare prices there with COBRA. If you choose not to 
participate in COBRA, you have a 60-day window to enroll 
in a plan via the Marketplace.5

5https://www.healthcare.gov/unemployed/cobra-coverage/

There’s also a risk in filing for Social Security if you may 
return to work. Assume you file for benefits and then you 
find a new job and return to work. You can’t turn off your 
Social Security benefits. Instead, Social Security reduces 
your benefit amount.

If you are under your FRA and work while receiving benefits, 
Social Security will reduce your benefit by $1 for every $2 you 
earn above $18,240. If you are past your FRA, your benefit is 
reduced by $1 for every $3 you earn above $48,600.4

Social Security can be a valuable and helpful resource if 
you are laid off near retirement age. It may be appropriate 
for you to file early. However, it’s a big decision and it’s one 
you can’t take back. A financial professional can help you 
analyze all the options and make the appropriate decision.

4https://www.ssa.gov/planners/retire/whileworking.html
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There are many different types of insurance policies, but 
most fall into one of two categories: term or permanent. 
Term insurance provides protection for a limited period 
of time, like 10 or 20 years. You pay premiums over 
that period of time. When the period ends, so do the 
premiums and the coverage.

Term insurance is often an effective solution when you 
have a temporary need for protection. For instance, you 
might use a term policy to provide coverage while you 
have young kids in the home. Or you may use a term 
policy for coverage while paying down a mortgage.

Permanent insurance, as the name implies, provides 
coverage for life, assuming you make the required 
premium payments. A portion of your premium payment 
goes into a cash value account, which may grow on a 
tax-deferred basis. You can then use the cash value to buy 
additional insurance, pay down the premiums or even to 
generate income in the future.

Generally, term insurance is usually less expensive than 
permanent insurance, assuming all other features and 
benefits are comparable. However, it’s important to get 
the right coverage for your needs and budget.

Life Insurance

Do you count on your employer’s benefits program 
for your life insurance? Life insurance is a critical risk 
management tool, especially if you’re a financial provider 
for others. If you pass away unexpectedly, your spouse 
and children may be left with serious financial challenges. 
Life insurance helps them overcome those challenges.

Many companies offer group life insurance as part of 
their benefit plan. It’s usually relatively affordable, so it 
makes sense for many to participate. However, one of the 
downsides to group life insurance is that you may lose the 
coverage when you lose your job.

Under some plans, you can keep the coverage as long 
as you assume payment of the full premium. Others may 
allow you to convert the group policy to an individual 
policy. In that scenario, your premium may increase to 
reflect your age and health.

This also may be a good time to look for your own 
individual policy. It’s possible that an individual policy 
could be more affordable than a conversion of your 
group policy. 

A job loss can be a difficult experience, but it doesn’t have to 
be a catastrophic event. A comprehensive strategy can help 
you navigate the experience and come out the other side. 
Ready to develop your plan? 

Let’s talk about it. Contact us today at 
Legacy Retirement Group. We welcome 
the opportunity to help you analyze 
your options and implement a plan. Let’s 
connect soon and start the conversation.
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