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Special Report – Boeing Announces Special Pension Lump Sum 
Opportunity Buy-Out Offer to 40,000 Former Employees. 

 

It never ceases to fascinate me how things are continually changing in my world of retirement 

planning, and life in general.  

Our family was a Boeing family. My father moved here from Holland to work for Boeing as an 

engineer, which he did for his entire career. Our family was fed, sheltered, and clothed by the Boeing 

company, as was the great majority of families I grew up with. Even after their working career ended 

my Dad and Mom, and most of my friend’s families were again taken care of by Boeing during their 

retirement. They enjoyed a generous pension plan that provided them with monthly income that was 

guaranteed for life. Again, Boeing was very good to our family and many other families in the Greater 

Seattle area.  

Although I didn't follow my father’s footsteps into engineering and to Boeing as he might have liked 

me to, I still enjoyed and prospered from a relationship with the aerospace firm. With my lifelong 

fascination with numbers, math, economics and finance, I pursued the wealth management and 

retirement planning profession and early in my career taught hundreds of seminars for thousands of 

Boeing managers, executives, and engineers on the principles of retirement planning and investments, 

and even spent a two year stint working at the Boeing Employee Credit Union in their personal 
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financial planning division. So my family through the generations has been greatly blessed by Boeing 

and have been very thankful for their presence here in the Puget Sound region.  

So reading the recent announcements about Boeing’s dramatic and radical change in their retirement 

system brought a little surge of emotion because of my family background, and also concern for my 

clients.  

Boeing has sent letters to 40,000 former non-union employees offering to "buy out" their pension by 

paying them a lump sum in lieu of monthly pension payments. Eligible participants for this voluntary 

offer have until October 31st, 2014 to respond. If a Boeing retiree chooses to accept this offer the 

decision is irrevocable once accepted. This is an extremely important retirement decision and deserves 

careful care and consideration.   

This buy-out offer is not surprising in the context of the many changes in the retirement planning 

world at Boeing and in fact at most companies across the US. Boeing recently dropped their pension 

plan, at least for new hires. That mirrors the retirement climate elsewhere as corporations are rapidly 

dropping and/or freezing their pension plans, and only a small and shrinking fraction of Fortune 1000 

companies still offer defined benefit type retirement pension plans to their employees. In my little 

corner of the world, our firm has had multiple requests for help in analyzing pension vs. Lump Sum 

decisions for a number of different corporate retirement plans in recent months – a telling indicator that 

US corporations are increasingly looking for ways to shed their pension obligations and get rid of their 

pension plans. 

Let me state that I personally am somewhat agnostic about the pension vs. lump sum choice – in other 

words there is not one right answer for everyone. There are however several quantitative and 

qualitative factors that a Boeing retiree eligible for this option should carefully and critically review on 

a personal basis. Let’s review some of the factors that may impact this vital retirement decision. 

Quantitative Issues – Pension vs. Lump Sum 

It is difficult to make an apples to apples comparison of a lump sum vs. a pension. One is a large and 

one time rollover of capital, the other a lifetime income stream with no access to capital and which 
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vanishes after the retiree is gone. Perhaps the best we can do is to try and estimate what a lump sum 

might have to earn over a given time frame to try and approximate an equivalence with the pension 

payment over that same period.   

Return Requirements 

Let’s look at an example of a retiree who is considering the monthly pension vs. the lump sum, and 

look at three points in time to try and compare what kind of return he might have had to earn on his 

lump sum to make that potentially more attractive than a pension. 

1. Retiree lives 19 years in retirement, then pension is gone: In this case the value of his 

lifetime payments would have just about equaled the lump sum amount – a suggested minimum 

rate of return to make the Lump Sum attractive is 0%.  

(A higher rate of return than that might make the lump sum more attractive, a lower rate of 

return might suggest staying with the pension.) 

2. Retiree lives to Life Expectancy in retirement, then the pension is gone: In this case the 

value of his lifetime payments would have exceeded the lump sum amount – a suggested 

minimum rate of return to make the Lump Sum attractive is 4.5%.  

(A higher rate of return than that might make the lump sum more attractive, a lower rate of 

return might suggest staying with the pension.) 

3. Retiree lives to age 100 in retirement, then pension is gone: In this case the value of his 

lifestyle payments would have exceeded the lump sum amount – a suggested minimum rate of 

return to make the Lump Sum attractive is 5.0%.  

(A higher rate of return than that might make the lump sum more attractive, a lower rate of 

return might suggest staying with the pension.) 
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Option #1: Monthly benefit Option #2: Lump Sum Rollover to IRA 
 $                       975  per month  $              220,000 Lump Sum Today 
 $                    11,700  per year  $                 8,800 4% (prudent) withdrawal rate 

Year Cumulative Benefit 
Comparable 

Return* 

 2033 $221,130 0.00% 

 

 2055 $479,700 4.49%  $         345,948  

  $           59,932  

 2068 $631,800 4.97% 

*This rate is calculated based on hypothetical assumptions and is meant for discussion purposes only. 

No guarantees are made or implied. Real life results may be higher or lower. 

Please keep in mind that this example is hypothetical, and returns are not guaranteed. Again it is 

difficult to compare a lifetime stream of payments like a pension with a lump sum, and this example is 

for illustrative purposes only.  

Income 

Another challenge comparing a pension to a lump sum is the way in which income is created and 

drawn. A pension is simply a fixed lifetime stream of income that never varies. The lump sum by 

contrast is invested and a certain amount may be drawn out each year for income. 

Actuarial experts often recommend a 4% per year withdrawal from capital, at least for the first years of 

retirement. The strategy and intent is to keep early withdrawals low, and let the capital continue to 

grow. If this happens, then the annual 4% withdrawal becomes larger over time as a retiree would be 

drawing the 4% from an ever expanding pot of capital. 

If a retiree follows this strategy, then the income that the lump sum produces in the early years of 

retirement will almost certainly be lower than the pension benefit. Over time, and of course if his 
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retirement capital continues to grow, the income produced by the invested lump sum might then catch 

up to and exceed the pension amount. 

 

If a retiree needs maximum income right away, and has no other way to generate it, then the pension 

might be a better choice. If the retiree does not need quite as much retirement income, or perhaps has 

other income sources, than the lump sum might fit his circumstances.  

Qualitative Issues – Pension vs. Lump Sum 

 

Viability of a Pension and the PBGC 

A valid concern for any beneficiary of a lifetime monthly pension is; how likely is it that the company 

will be able to meet their promises and continue payments for the lifetime of the retiree?  
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A recent article in Research Magazine suggests that a retiree ask their pension plan administrator what 

the plan’s projected future annual rate of return is, and what the general asset allocation is, to try and 

get a sense of how realistic it is that the plan will meet their stated return objective. They might also 

ask if the plan is underfunded for its projected pension obligations. Pension plan administrators have 

become increasingly concerned that the low interest rate environment could make it difficult to meet 

pension obligations in the future. 

The government created the Pension Benefit Guaranty Corporation (PBGC) as a backstop in case of a 

pension plan failure. Under current laws, the PBGC may step in to guarantee the pension payments in 

case of a company failure. There as some limitations however, as the PBGC will only guarantee a 

pension up to a minimum amount. The PBGC guarantee may not be as meaningful to someone who 

had a higher income during their working careers. There is also concern as to if the PBGC would be 

able to continue to guarantee pensions in the case of wide spread pension plan failures. 

 (Read more about the PBGC here: http://www.pbgc.gov/wr/benefits/guaranteed-benefits/maximum-guarantee.html#2014 )    

Inheritance 

Recently a client commented to me that she was sad and upset about her Mother’s pension. After 

decades working as a professor at a State university, her Mom had finally taken retirement, only to 

pass unexpectedly in her early 70’s at a relatively young age. Her daughter remarked that it just did not 

seem fair and right that after all those years of work, that her pension just ended and there was nothing 

else to show for her efforts – and that she wanted to avoid a scenario like that for her own children. 

The way most pensions are structured is that they offer a payment for the life of the retiree, or if 

married for the retiree and spouse. After the retiree and spouse are gone, there is typically nothing left 

(with a few exceptions.) Therefore if the retiree and spouse pass early in retirement, the pension might 

look like a bad choice. In many pension plans, if the pension participants are gone in 13 years or less, 

the total value of their payments is usually less than the lump sum they would have otherwise 

collected. 
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If trying to preserve some of your years of retirement benefits for your children and grandchildren is an 

important value, or perhaps you have some health challenges and longevity is a concern, your decision 

might sway in favor of a lump sum. 

To be fair though, if you and or your spouse plan to live to age 100, the pension looks attractive as that 

is a long time and many years to collect your pension checks. 

Health and Longevity 

We don’t know how long we are going to be on this earth. If we did, a lot of our financial and 

retirement decisions would be a lot simpler! If you and/or your spouse expect to live a long time, that 

would tilt the decision making in favor of taking a pension. However, if there are health challenges, or 

perhaps you enjoy skydiving and mountain climbing or other hazardous hobbies – perhaps the lump 

sum might be better for you and for your family. 

Bell Bottom Jeans, Polyester, and Inflation - the 1970’s Sucked! 

Inflation is the wild card in the pension vs. Lump Sum analysis. Clearly the buying power and thus the 

value of a fixed pension will dwindle and shrink during inflationary times. The Rule of 72 tells us to 

divide the rate of inflation by 72 to determine how many years it will take prices to double. For 

example, if inflation is 7% prices will double every ten years, and at 10% inflation, which we suffered 

through in the 1970’s, prices will double in seven years. Or to restate that more pragmatically; at 7% 

inflation the buying power of a fixed pension would drop by half in ten years, and at a 1970’s style 

inflation of 10% would drop in half in only seven years. Over the course of a long retirement, inflation 

can have a highly corrosive effect on a fixed pension, shrinking its buying power to only a fraction of 

what it was once worth. 

What was a $100 dollars’ worth during your working career?  

 $100 dollars in 1960… would take $786 today 

 $100 dollars in 1970… would take $600 today 

 $100 dollars in 1980… would take $283 today 
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 $100 dollars in 1990… would take $178 today 

 $100 dollars in 2000… would take $135 today 

                                        (www.measuringworth.com) 

What did things cost during your working career?  

  Home  Average Salary  Gallon of Gas  New Car 

1960  $12,700  $5,315  $0.25  $2,600 

1970  $23,410  $9,350  $0.36  $3,900 

1980  $68,714  $19,170  $1.19  $7,210 

1990  $123,000  $28,960  $1.34  $12,490 

2000  $134,150  $40,343  $1.26  $24,750 

2010  $232,880  $46,326  $2.73  $28,400 

2020  ???  ???  ???  ??? 

    (Source: www.peoplehistory.com) 

 

Should we be concerned about high inflation? We have not seen any significant inflation in recent 

years, and certainly no one wants inflation. The 1970’s were an awful decade for finance and fashion– 

let’s hope we won’t repeat it!  However, Federal Reserve money printing policies of the last few years, 

coupled with our ballooning national debt, is a breeding ground for higher inflation. The Fed printed 

more money in 2013 alone, than was created in the US in the entire Twentieth century!  

 

Historically assets like dividend paying stocks, precious metals and energy have done well when 

inflation is high. The problem is that there is no guarantee that the value of lump sum invested will 

compensate for high inflation.  High inflation is a challenging scenario and a retiree will have to take 

pro-active steps to try and combat it to preserve their lifestyle. A fixed pension will definitely lose 

purchasing power in a high inflation environment – if a retiree is confident that their investment 

choices might keep up with inflation, then a lump sum might be appropriate. 
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Tax planning & Flexibility 

 

There is little or no income tax planning with a fixed monthly pension. Conversely, with a lump sum, a 

retiree might be able to vary the amounts and timing of their withdrawals. Depending on their tax 

situation this might be advantageous for marginal tax bracket planning, Medicare Means threshold 

avoidance, Social Security tax planning, and avoiding phase outs. Talk to your tax professional or CPA 

to check if this might be worthwhile for your personal circumstances. 

 

Market Risk and Administration of Assets 

 

One attractive quality of the pension is simplicity. Once you opt for it, there is nothing more to do than 

watch your check be deposited into your bank account each month. By contrast, if the lump sum is 

chosen, it does require administration and ongoing decisions. A new IRA needs to be set up, or you 

can use an existing IRA, and the lump sum is rolled over to the IRA. An investment plan needs to be 

established and implemented, and a strategy for drawing income needs to be established also. If you 

already have an existing IRA and an investment portfolio, this might not be a lot of extra work or time. 

Still, the lump sum is more complex and timely than the pension. 

 

Market risk of the investments that you allocate your lump sum to is also a big issue. Very few 

investments have guarantees, and a properly allocated and widely diversified portfolio will assuredly 

have down years and periods of dropping values. The worst mistake a retiree could make would be to 

invest the lump sum, but then subsequently abandon the portfolio and sell when the markets have one 

of their periodic down drafts. 

 

Think about your personal investment history and tendencies carefully before making a lump sum vs. 

pension choice. If you are ultra conservative and have had poor investment results, you might be more 

comfortable with a pension. On the other hand, if you are a seasoned long term investor, with the 

tenacity to stick to a plan through good times and bad, then the lump sum could be a good fit. 
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Self Control 

 

I helped one couple with a retirement and income plan several years ago. Their numbers looked good, 

it seemed that their financial assets should have been plenty for a long and prosperous retirement. But 

then trouble struck. 

 

At first it seemed innocuous, a withdrawal for a new car. The Corvette was expensive, but the one- 

time purchase was not enough to have much of an impact on them. A few weeks later though, there 

was another large withdrawal, and then another and still another. I grew worried and called my client 

and also wrote him a letter expressing my concerns. His wife showed up unannounced at my office in 

tears, anxious about how quickly they were spending down their nest egg. Their story did not end well 

unfortunately as the husband ended up frittering away much of their retirement savings.   

 

Over a twenty year advisory career that is the only case like that I have witnessed, and I suspect that 

type of behavior is extremely rare, as you might assume that someone who had the will power and self-

control to save for retirement would continue those virtues into retirement. The story is instructive 

though; anyone with self-control issues might be better off with a pension as a mechanism to stop him 

from spending down their retirement capital.   

 

Other Choices 

 

The Boeing Pension Lump Sum Opportunity offer gives you several variations of the lump sum and 

pension to consider: 

 

If you choose a Pension: 

1. Start a monthly benefit now (commencing December 2014) 

OR 

2. Defer the commencement of the monthly benefit until age 65. (Deferring the monthly payment 

may result in a larger payment amount. 
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For both options above, the retiree can choose a Single Life annuity with no benefit for a spouse if the 

retiree passes first – OR – a survivorship option for a spouse of 50% or 75%.  

 

If you choose a Lump Sum: 

  

1. You can rollover your Lump Sum to an IRA (or in some cases to your current employer’s 

retirement plan.) A rollover done correctly does not typically cause any tax liability, and the 

lump sum may continue the tax-deferred status. 

 

2. You can rollover your Lump Sum to a Roth IRA. This will typically incur a tax liability and the 

entire amount may be included as taxable income for the year of distribution. The Roth IRA 

enjoys special tax benefits, and may be tax-free in the future if certain qualifications are met. 

 

3. You can take your Lump Sum as a payment in cash. This will typically incur a tax liability and 

the entire amount may be included as taxable income for the year of distribution, and 20% 

mandatory federal withholding will be applied. 

 

The Boeing benefits package includes a thorough explanation of the tax ramifications of each 

choice. This is a complex decision and Boeing suggests that you consult a tax adviser for more 

information about the impact to your individual situation. The company has also set up a help-

line at 1-855-528-8286. 

 

Applying these Factors to Real Life  

 

Let’s take these quantitative and qualitative factors and apply them to some real life scenarios: 

 

Scenario 1: Bob & Betty Johnson - Comfortably Retired and Savvy Investors 

 

Their Financial Situation: Bob and Betty are both retired and have been living prudently, comfortably, 

and well since leaving their respective jobs. They each have pensions and Social Security, as well as 
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sizable nest egg. They have been life-long investors and their patience has rewarded them with good 

investment results over the long term. Their income needs are mostly met by their other pensions. Two 

of their primary concerns are what inflation might do to their comfortable life, and leaving their 

children and grandchildren with a generous legacy after they are gone. 

 

Bob and Betty consulted with their CPA and financial advisor, and reviewed how the quantitative and 

qualitative factors of a lump sum or a pension might impact their family and their life goals. After 

careful consideration, they decided on the lump sum option, and instructed Boeing to rollover the lump 

sum payment to their existing IRA account.  

 

Their concern about potential inflation and desire to bless their family with an inheritance were the 

primary factors influencing their choice. Additionally, Bob and Betty had built a level of confidence 

through their years of investing.  

 

Scenario 2: Don & Cindy Benson – Anxious about Retirement and Need Income 

 

Their Financial Situation: Don and Cindy are close to retirement, but feel they do not have quite 

enough in assets or pension payments to meet their goals. They were very grateful and interested to 

find out about the Boeing Pension Lump Sum opportunity as they were anxious about retirement, and 

trying to save and accumulate as much as they could. Don and Cindy had been good savers through the 

years, and they did have a nest egg, but they were very conservative and cautious investors and the few 

times they ventured into the stock market they did poorly. Don and Cindy’s two adult children each 

had good careers and were doing well for themselves, and leaving a lot of money for them was not a 

high priority.  

 

Don and Cindy consulted with their CPA and financial advisor, and reviewed how the quantitative and 

qualitative factors of a lump sum or a pension might impact their family and their life goals. The 

higher and steady guaranteed payment of the pension was especially attractive to them. After careful 

consideration, they decided to stick with the pension and take the monthly payments.  
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When they reviewed their retirement income plan, the extra monthly payments of the Boeing pension 

was crucial to helping them meet their retirement income needs. Additionally, their conservative and 

cautious investment style did not give them confidence that a lump sum investment would meet their 

income needs.    

 

Boeing is offering their retirees and former employees a buy-out offer that deserves your careful 

consideration. I hope this information and analysis is helpful and relevant in your decision making. 

Please feel free to contact us if you would like a personal review to discuss how each of these 

quantitative and qualitative factors apply in your personal circumstances. 

 

With best wishes for your personal prosperity and well-being. 

 
 
Warm Regards, 
 
William R. Gevers 
Financial Advisor 
 
PS: The Good Book says that there is wisdom in many counselors. An irrevocable decision like a lump 
sum vs. a pension deserves research, study, and careful consideration. For another resource I would 
highly recommend pension expert Steve Vernon’s article; Should you take a Lump Sum Payment from 
your Pension Plan. Steve is a highly regarded expert on retirement planning, and has a bias towards 
taking a pension. He has a lot of wisdom to share on this subject. You can find his article here:   
http://www.restoflife.com/pdf/takealumpsum.pdf, or you can buy his book, Money for Life at Amazon. 
 
 
PPS: We have been repeatedly asked by clients if they could share these e-mail notes with their friends 
or neighbors. Please feel free to forward this with the stipulation that it may only be forwarded if done 
so in its entirety with no portions omitted. We would be delighted to share our comments and opinions 
with your friends, and welcome your comments and feedback. If you received this and would like to be 
included on our newsletter list, please email us at info@geverswealth.com  
 
 
 
 
 
 
Copyright 2014 William R. Gevers. All rights reserved. 
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Gevers Wealth Management, LLC 
5825 221st Place SE 
Suite 102 
Issaquah, WA98027 
Office: 425.902.4840 
Fax: 425.902.4841 
Email: wgevers@geverswealth.com  
 
The views are those of Gevers Wealth Management, LLC, and should not be construed as individual investment advice. All information is believed to be from reliable 
sources; however, no representation is made as to its completeness or accuracy. All economic and performance information is historical and not indicative of future results. 
Investors cannot invest directly in an index. Please consult your financial advisor for more information. Securities and advisory services offered through Cetera Advisor 
Networks LLC Member FINRA/SIPC.  Cetera is under separate ownership from an any other named entity. 
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US Money Supply, US Dollar, and Inflation/Deflation Watch 
 
"Neither a wise man nor a brave man lies down on the tracks of history to wait for the 
train of the future to run over him." - Dwight D. Eisenhower  

 
 
US Money Supply – Adjusted Monetary Base 

 
(http://research.stlouisfed.org/fred2/graph/?s%5B1%5D%5Bid%5D=AMBNS#) 
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US Dollar Price – (DXY) USD Index Measured against Other Currencies 

 
 
(http://barchart.com/chart.php?sym=DXY00&style=technical&template=&p=MC&d=H&sd=01%2F01%2F20
00&ed=&size=M&log=0&t=LINE&v=1&g=1&evnt=1&late=1&o1=&o2=&o3=&sh=100&indicators=&ad
dindicator=&submitted=1&fpage=&txtDate=#jump) 
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Inflation/Deflation -Year to Date Price Increase in Commodities and Basics as Measured by 
Futures  

 
(http://www.finviz.com/futures_performance.ashx?v=17) 
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Velocity is a measure of how quickly money is spent. High velocity is typically a precondition for inflation.  
 
(http://research.stlouisfed.org/fred2/series/MZMV) 
 


