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Are you retiring from your job?  
 
Do you have a 401(k) with your employer? 
 
Have you wondered what to do with it? 

 
There are many misconceptions about what must be done with a 
401(k) when someone leaves or retires from a company. Some 
people think they have to cash out their 401(k) upon leaving a 
job. Others think they must “roll it over” into an IRA. Still others 
believe that they must leave the 401(k) where it is. None of these 
are true, and none are false. These aren’t “musts”, they are 
options. The big question is: which option is the right option for 
YOU?  
 
OPTION 1 – Leave it where it is 
 
If you are retiring from your job you could leave your money 
where it is. Should you? Well, it depends. If you feel the plan has 
good investment choices and the annual fees are reasonable, 
leaving your money there to mature could be a good option for 
you. 

 
OPTION 2 – Roll it over into an IRA 
If managing where your account is held and how it is invested is 
important to you, moving your money into an IRA rollover 
account could give you a great deal of flexibility.  It also offers 
you more distribution options, once you are eligible. Additionally, 
you could open a brokerage account or purchase a CD, provided 
the account is titled as your IRA Rollover Account.  

WHAT SHOULD I DO WITH MY 401(k)? 
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OPTION 3 – Roll it over into new investment plan 
 
If you don’t like the investment options that are presented in your 
401(k) and would like to have more control over it you can roll it 
over into a new investment. There are a multitude of options 
available to you, Life Insurance, Fixed Indexed Annuities, etc. So 
should you? Once again, it depends. You’ll want to look into the 
structure of the new plan, the fees and the investment options. 
 
OPTION 4 – Take the lump sum 
 
The temptation to get a lump sum of money can be too great for 
some, especially if they have just lost their job or feel that they 
are in some sort of financial bind. They may choose to cash out 
their 401(k) upon leaving a job. But what are they giving up? 
Well, 10% for starters. If they are younger than 59 ½ years old 
when they cash out their 401(k) they will incur a 10% penalty, 
unless a special exception applies. Even if qualifying for a 
hardship distribution does not exempt them from the additional 
10% tax. 1  
 
But here’s what really hurts: they are giving up part of their 
retirement fund or (in many cases) starting over from zero.  
 
Fighting temptation now may, potentially, lead to big rewards 
later. 
 
For example, let’s say a 35-year-old leaves a job and rolls over 
$15,000 from a 401(k) into an IRA earning an average of 7% 
annually, letting the money mature over 30 years.  
By the time they reach retirement that money could, potentially, 
have grown to over $100,000.  
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If you’re unsure which choice is best for you, or if you’d like to 
learn more about your options, I would be happy to speak with 
you. Please call me at 704-735-7427, or simply send an e-mail to 
cain@leonardwealth.net 
 
Sincerely, 
 
 
J. Cain Leonard, CEP ® 
Certified Estate Planner 
 
 
 
Investment advisory services offered only by duly registered individuals through AE Wealth 
Management, LLC (AEWM). AEWM and Leonard Wealth Management are not affiliated 
companies. Neither the firm nor its representatives may give tax or legal advice. Investing 
involves risk, including the potential loss of principal. No investment strategy can guarantee 
a profit or protect against loss in periods of declining values. Any references to protection 
benefits or lifetime income generally refer to fixed insurance products, never securities or 
investment products. Insurance and annuity product guarantees are backed by the financial 
strength and claims-paying ability of the issuing insurance company. #700385 
 
This material was prepared by MarketingPro, Inc., and does not necessarily represent the 
views of the presenting party, nor their affiliates. This information has been derived from 
sources believed to be accurate. Please note - investing involves risk, and past performance 
is no guarantee of future results. The publisher is not engaged in rendering legal, accounting 
or other professional services. If assistance is needed, the reader is advised to engage the 
services of a competent professional. This information should not be construed as 
investment, tax or legal advice and may not be relied on for avoiding any Federal tax penalty. 
This is neither a solicitation nor recommendation to purchase or sell any investment or 
insurance product or service, and should not be relied upon as such. All indices are 
unmanaged and are not illustrative of any particular investment. 
 
 
1 - https://www.irs.gov/taxtopics/tc424.html [1/4/2016] 
 
 


