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General Motors has made recent headlines regarding their “Voluntary Separation Program” (VSP) which is being offered to
all US salaried employees that have been employed for over 5 years. Offers are also being made to overseas executives
with different terms. The intent of buyout offers is to prevent involuntary layoffs in the future by creating a program
“designed to accelerate attrition” according to Mary Barra, CEO of GM.

In the case of any buyout offer, there are several factors to consider. Depending on your situation, you may decide to
officially retire instead of looking for further employment, or even work part-time or as a consultant. First, determine the
amount of the buyout being offered. In the case of GM, US employees are being offered one month of pay for every year
of employment, up to 12 months, plus prorated performance bonuses. Work with a trusted advisor to evaluate your
budget and income needs and then create the most efficient strategy to generate current and future income. For example:
an employee decides not to return to work and to live on after tax dollars in 2024, dropping taxable income substantially,
(and possibly taking advantage of tax loss harvesting opportunities). This provides the opportunity to convert pre-tax
retirement savings into Roth assets, allowing for future tax-free income, potentially reducing taxation on social security,
and possibly decreasing Medicare premiums in the future. Many individuals that are considering early retirement are now
faced with the possibility of initiating social security benefits or pension benefits earlier than anticipated. Alternatively, if
you need to utilize retirement assets for income and you are not 59 %, discuss options to avoid the 10% premature
distribution tax penalty.

Another consideration is the cost of healthcare. Employees with Health Savings Accounts (HSAs) can utilize those savings
to help pay for healthcare costs, if available. GM is offering COBRA to employees that accept the buyout. Nevertheless, it is
important to understand and budget for the monthly premiums and expenses associated with healthcare. Considerations
also need to be made for coverage beyond COBRA. Options may include benefits provided by a new employer if you
decide to continue working, benefits provided by a spouse’s employer, Medicare if you are 65 or older, or insurance in the
marketplace.

It is also important to consider the psychological aspect of a buyout, especially in the event of retirement. Are you
prepared for the change in lifestyle or the uncertainty of finding new employment? What options are available?

Working with a trusted professional that understands your needs, considers income and tax strategies, and maintains an
ongoing financial plan is a essential to achieving the retirement lifestyle that you deserve.
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