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What to do with Your Retirement Account

when You Change Jobs or Retire

Three Frequently Asked Questions…
1. Question: Isn’t the account I have the same thing as an Individual Retirement   Account?

Answer: No. Your account is still currently part of your former employer’s 

retirement plan, which is not an IRA. Your investment choices are still the same as what your former employer offered when you were a current employee, and any changes your former employer makes to its plan can affect your account.

When you move your retirement savings to an IRA, you gain complete control over your money and are no longer affected by decisions your former employer makes. IRAs also generally offer you a wider range of investment choices, so you can tailor your investments to better match your risk tolerance and timeline for retirement.

2. Question: Why would I want to keep my account in my former employer’s 

       plan?
      Answer: If you really like the investment mix your former employer’s plan 

       provided, you may want to keep your account in that plan. If you move it to    

       an IRA, your investment mix could be similar to the mix you have now.

      Also, if you are invested in a Guaranteed Interest Rate, you may want to keep

       your account the way it is. While you can choose a type of IRA with a 

       Guaranteed Interest Rate, it may not be as high as the rate you have now.

3. Question: Why would I want to move money out of my former employer’s 

       plan?

       Answer: Many people decide to move their money for a number of reasons.

       The biggest drawback to leaving your money in the plan involves the level of

       control your former employer has over your investment savings. That is why 

       many people decide an IRA ios a better choice for them.
You have four options for the money you have in your account with your former employer’s retirement plan…
              Options                                      Pros                                         Cons

	Leave your savings in your former employer’s 

retirement plan
	*Allows you to maintain your tax-deferred status.

*Keeps your current investment choices.

*May allow you to begin taking withdrawals without IRS penalties as early as age 55.

*Preserves any guaranteed interest rate you may have.

*Allows you to keep ownership of any company stock in the account.
	*Remains partially under the control of your former employer. Any decisions made affecting the overall plan may also affect your funds in the account.
*Doesn’t allow you to add contributions to it.

*Limits you to the investment choices your former employer allows.

*Subjects you to any limitations unique to your former employer’s retirement plan contract, including income distribution provisions when you retire.

	Move your retirement savings to an Individual Retirement Account (IRA)
	*Maintains your tax-deferred status.
*Puts your money completely under your control, as it separates your account from your former employer’s retirement plan.

*Gives you a wide range of investment options to fit your needs as they change.
*Allows you to begin taking withdrawals penalty free at age 59.5 or older.

*Lets you add new contributions to it, within allowable limits.

*Gives you single statement convenience, as you may consolidate all former 401(k) accounts), pension benefits, and other eligible accounts through a single investment provider.

*Is portable, and goes with you no matter where you work.
*Allows you to continue to invest for retirement, especially if you are waiting for a new employer’s plan to  start.
	*If you are satisfied with the current investment performance, moving to an IRA may not be what you want to do, as your investment options may be similar, but not identical to, the ones you had through your former employer’s retirement plan.
*Could change any guaranteed interest rates you have.

	Move your account to a new employer’s plan
	*Maintains your tax-deferred status.
*May give you alternate investment options and special fee arrangements.
	*May require you to satisfy an eligibility period, which may be as long as 12 months.
*May limit your investment choices.

*Is controlled by your employer, and decisions made by your employer regarding the retirement plan may affect your savings.

	Cash it out
(a tempting choice…)
	*Gives you immediate access to cash AFTER 20% is withheld for federal taxes.
	*May destroy about 40% of your account’s value through taxes and penalties, unless you roll your eligible distribution to a new retirement plan within 60 days.
*You no longer have the money set aside for retirement.

*Forfeits any potential earnings you could have experienced.
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