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During the financial planning process, we are often asked 
about what to do with an old 401(k) account.  Whether you 
are ready to retire or starting employment at a new compa-
ny, there are situations that will require you to weigh your 
options regarding your old 401(k).   

Let’s look at the four basic options.

Roll the plan over to an IRA

Advantages: 

• Rolling your plan to an IRA will allow continued tax-de-
ferred growth potential while providing you with a wide
range of investment options, that may include mutual
funds, bonds, individual securities, and ETFs.

• As a retiree, an IRA can offer you more flexibility and ac-
cess to your funds than a 401(k) plan.

• If you are under age 59-1/2, there are some situations that
allow distributions without the 10% penalty (ex. First time
home buyer).

Considerations:

• It’s important to work with an experienced financial advi-
sor who can guide you through the multitude of invest-
ment choices available, and review the fees and expenses
associated with an IRA.  Fees vary between providers.

• If you are 72 or older, you will be required to take a required
minimum distribution (RMD) from your IRA each year.

Roll the plan over to your new company’s plan

Advantages: 

• This option allows you to consolidate your 401(k)s into
one account.

• You can continue to make tax-deferred investments ac-
cording to the rules of the new plan.

• With a direct transfer you will avoid paying taxes or an
early-withdrawal fee.

• Most 401(k) plans have a provision that allows for short-
term loans for serious liquidity needs.

Considerations:

• Be sure to compare the investment options, and the
administrative and investment costs of the new and old
401(k) plan.

Leave your account where it is

Advantages:

• Some companies allow you to leave your 401(k) account in
their plan if you retire or change jobs. This can be ben-
eficial when you prefer the investment options in your
former employer’s plan.

• If you’re not ready to decide what to do with your account,
leaving it in the current plan will allow you time to explore
your options.

Considerations:

• There may be a minimum balance required (typically $5000)
and you will not be able make additional contributions.

• If you were receiving a company match on your contribu-
tions, this will likely cease.

Cash out of your existing plan

Advantages:

• The only reason to cash out your 401(k) is to provide
immediate cash in a situation where you have no other op-
tions for obtaining the funds you need.

• In most instances, we would consider this as a last resort
to help alleviate extreme cases of financial hardship.

Considerations:

• By exercising this option, your money won’t have the
potential to continue growing tax deferred.

• Any cash distribution will be subject to state and federal
taxes and if you withdraw before age 59-1/2, you may be
subject to a 10% withdrawal penalty.

Deciding what to do with your old 401(k) is not a decision that 
should be rushed and something you will want to discuss 
with your financial advisor and your accountant. Your indi-
vidual tax and financial situation and your retirement goals 
should be thoroughly explored before you make a decision. 
For more ideas and information on managing your retirement 
accounts, call the Knox Grove Team at 609-216-7440.

What can you do  
with your old 401(k)?
By Christina A. Nash, CFP® & Jodi M. Viaud, CFP® | Knox Grove Financial, LLC

Expert Contributor

Jodi M. Viaud, CFP®

Partner & Financial Adviser
National Social Security Advisor 

Certificate Holder

Christina A. Nash, CFP®

Founding Partner & Financial Adviser
National Social Security Advisor  

Certificate Holder

 &

Securities and investment advisory services offered through Royal Alliance 
Associates, Inc. member FINRA/SIPC. Royal Alliance Associates, Inc. is 
separately owned and other entities and/or marketing names, products or 
services referenced here are independent of Royal Alliance Associates, Inc.

vvv

Knox Grove Financial, LLC
2 Tree Farm Road, Suite B100

Pennington, NJ 08534
KnoxGroveFinancial.com

Are You Ready for Your Golden Years?

Y O U R
PAT H
F O RW A R D

Retirement planning is a core pillar of any financial strategy

Securities and investment advisory services offered through Royal Alliance Associates, Inc. member FINRA/SIPC. Royal Alliance Associates, Inc. is sepa-
rately owned and other entities and/or marketing names, products or services referenced here are independent of Royal Alliance Associates, Inc.

To schedule an appointment to talk about your 
financial future, call our office at 609-216-7440
Knox Grove Financial, LLC | 2 Tree Farm Road, 

Suite B100 | Pennington, NJ 08534 
P: 609-216-7440 | www.knoxgrovefinancial.com 

Info@knoxgrove.com

45% of baby boomers have no 
retirement savings.* 

Are you on the right track for a financially 
comfortable retirement?

Contact us to discuss your retirement vision 
and how we can help guide you there.

*IRI. “Boomer Expectations for Retirement 2019
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