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MAXIMIZE YOU R PEN SION  BEN EFITS WIT H PRE-
RETIREM EN T PLA NNING  

People retiring w ith 
pens ion benefits 
frequently  
encounter what is 
known as the 
“pens ion dilemm a.” 
They are forced to 
dec ide w hether to 
take their full 
pens ion benefit , 
which means zero 
income to their surviv ing spouses after their death; or 
take less  than the maxim um benef it so that their 
spouses  w ill cont inue to receive benefits after they  die.  

Jo in t an d Su rvivor Option  

One way  to get around this , is to choose a joint and 
survivor option, w hich pays benef its  as  long as  either 
spouse is alive. This  option is automatically  offered to 
married retirees ; and the law requires  that before you 
can elec t any thing else, you must both agree in writ ing. 

The draw back to this  option is that benefit  paym ents  
will alw ays  be less than those under the single life 
opt ion even if the benef iciary  spouse predeceases the 
part icipat ing spouse. 

Pen sio n Maximization  

You have another alternat ive that is often referred to as 
pens ion m ax imization. You s tart  by purchasing a 
suff icient amount of  Permanent Life insurance on 
yourself  before you ret ire, and name your spouse as 
the benef iciary.  T he incom e tax -free death benefit  is  
des ignated to replace the lost pension benefit if you die 
first . Of course, for this  to w ork you need to be 
insurable to qualify  for the insurance. 

When you retire you and your spouse opt for the s ingle 
life benef it opt ion. This provides  you with the max imum 
pens ion benefit  for as  long as  you live. U se the 
dif ference in the am ount between a single life and joint 
and surv ivor benef it to fund the Life insurance 
prem iums. Often tim es  you’ll even have m oney left 
over af ter pay ing the Life insurance premiums. 

Projected B enefits 

You can determine if this alternative is  right for you by 
meeting with your pens ion plan adm inistrator and 
finding out about your projec ted benef its  under the 
single life and survivorship opt ions . Then ask an 
insurance agent to show  you how much Life insurance 
you w ill need to replace your pens ion income, and 
what it will cost.  

The Life insurance premium  should be less than or 
equal to the dif ference betw een the single and joint and 

  

INC REA SING LIFE EXPEC TA NCY AN D ITS IM PACT  
ON  YOU R R ETIREMEN T PLA NS 

You've no doubt 
seen the headlines 
everyw here you turn. 
News reports  
suggest that m edical 
science m ay  soon 
break  the "age 
barrier" of 120 years , 
and gene 
manipulation w ill 
allow  people to live 

140 or even 150 years. Of course, m ost of  this  
speculat ion stems from research conducted on lab 
anim als and is probably  years away from  impac ting 
hum ans. Nonetheless , the headlines accurately reflec t 
one reality : People are living longer and inc reas ing life 
expectancies are w reak ing havoc on retirement plans .  

To unders tand the potent ial im pac t on your retirem ent 
plans  you need to understand some basics abou t l ife 
exp ectancy.  

The life expec tancy of Am ericans increased nearly 30 
years during the 20th century . The life expectancy of a 
male born today is approx imately 75 years , w hile 
females  are expec ted to live 80 years, according to the 
National Center for Health Stat istics.  But that ’s a 
misleading s tat ist ic for ret irees, because if  you surv ive 
to ret irement age, your overall life expec tancy  becomes 
longer.   

According to the Soc ial Security Adm inistrat ion, a m an 
reaching age 65 can expect to live another 16.1 years. 
Likewise, a wom an reaching age 65 can expec t to live 
at leas t another 19.1 years . Every ag e mileston e we 
reach in creases o ur overall  l ife exp ectancy.  

But even these f igures are mis leading, because they 
represent only  averages . Many  of the people reaching 
a particular miles tone age will live beyond that age. 
People living into their 90s is far from rare, and news 
reporters never seem to have trouble finding people 
celebrating their 100th birthday . And with m arried 
couples, it ’s even m ore likely  that at  leas t one of you 
will live beyond your norm al life expec tancy.  

What do es this mean for  yo ur retirement plans?  
Let 's say you that you plan to withdraw m oney from 
your ret irement accounts at a pace that depletes  the 
nes t egg roughly by the end of your life expec tancy. 
Yet if  you live beyond your norm al life expectancy , you 
will have outlived your nest egg, and the only incom e 
rem aining would be Social Security  benef its and 
perhaps  paym ents  from  annuit ies or pension plans , 
which would continue indef initely .  

Play ing the odds and running out of retirem ent savings  
is  a gamble m ost people don't want to take. Financial 
planners  com monly  project c lients living to age 90 or 
95. And for some people, even that isn’t long enough. 

 



survivor m onthly benef its . You should also choose a 
perm anent policy,  such as  a Whole Life or Universal 
Life policy,  which offers a f ixed prem ium for the res t of 
your life. Otherwise, if your premium s increase as you 
age, you may  not be able to afford the insurance when 
you need it the m ost.  

Don 't Procrastinate  

Another important point  to determine before you 
choose pens ion m aximization is whether or not your 
pens ion plan requires  you to select the joint  and 
survivor option in order for you to receive post-
ret irement medical benefits.   
Finally,  keep in m ind that if  you decide to purchase Life 
insurance under the pens ion m aximization opt ion, rates 
are based prim arily on age. The younger you are w hen 
you m ake this decis ion, the low er your premium cos ts . 

So while you m ay not live to 120 or beyond, the odds 
are increasing that you will live longer than you m ight 
have f irst  thought.  

Unfo rtu nately, th ere is n o easy answer. 

Long retirements suggest that people may  need to be 
more cautious in their spending during their early  years 
of ret irement to stretch their resources  further. For 
others,  w ork ing full or part-time beyond the traditional 
ret irement age m ay become necessary. I t will be 
inc reasingly important to protect against the high 
expense of late-life health problems by buying long -
term care insurance. But mos t of all,  m any of us  w ill 
need to readjus t our think ing, and cons ider the 
possibility of  longer lives and how that im pacts  our 
ret irement plans. 

 

 

ANN UITIES CA N HELP RET IREES SUR VIVE T HE B REW IN G PERF ECT STOR M 

Researchers  at Brigham Young University recently  conc luded 
that individuals who use lifetim e incom e annuities  could fund 
a secure retirem ent with lump sums that are 25% to 40% 
smaller than they would need with other types  of investm ents . 

The bas is for this conclus ion w as a 2007 s tudy of lifet ime 
income annuit ies that was  funded by New  York Life Insurance 
Company . As  a part of  their research, the researchers 
out lined f ive forces  converging upon Am ericans, w hich they 
refer to as  the perfec t s torm , that are about to engulf ret irees 
from all s ides : 

1. The decreasing  levels an d impo rtan ce of Social 
Secu rity ben efits - People current ly in the work force 
will receive a much lower return on their Soc ial Security contributions than their parents.  

2. The demise of defined ben efit p ension s - During the pas t 15 years , there has  been only  one new pens ion 
program  of any signif icant size initiated in the U nited States . The num ber of pension plans  in the U.S. 
peaked at 175,000 in 1983, and has since declined to less than 25,000. Some of the largest pens ion 
program s have been discont inued, c losed to new  hires , or frozen to all em ployees. Another 30% face 
similar fates  w ithin the nex t tw o years .  

3. The aging of the baby bo om g eneratio n - Beginning this  year, the f irst  m embers of this generation w ill 
turn 60, w ith m any leav ing their jobs and entering retirement. They will cont inue to exit  the work force over 
the nex t twenty years . C urrently  cons tituting m ore than 27% of the U.S. populat ion and 47% of all 
households, they  w ill becom e heavily  dependent upon Social Security , retirement plans , and any 
accum ulated assets.   

4. The emergen ce o f po st b oo mers - Generations X and Y will not only  be responsible for prov iding for their 
ow n future ret irement and health needs, but also with support ing the Social Security  and M edicare costs of 
the boom ers . Overall there w ill be m any more people draw ing from the Soc ial Security sys tem , with far 
fewer people contributing.  

5. The in creasin g lo ngevity o f the American po pu latio n - Life expec tancy  for the population at large has  
inc reased over the past century .  

Based on the im pact of these forces on future ret irees, researchers  found that if  people expect their current incom e 
and assets  to cover their economic  needs  for the rest of their life, half of them will remain w ithout suffic ient funds 
because they will live longer than their life expec tancy.  

However, if they plan for an ex tended life expec tancy by  purchasing a lifet ime income annuity,  they w ill be able to 
spend at the sam e rate as long as they  live. An incom e annuity  is  the only financial produc t that of fers this  
guarantee.  

Trying to replicate the advantage of a secure lifet ime income with other investment opt ions  w ill require addit ional 
savings . Addit ionally,  you can never ensure a secure lifetim e incom e w ith other investments , because interest 
rates could change over the next 30-50 years , giv ing you less  return on your inves tm ents  than you expected. 
Utiliz ing incom e annuities  for basic  liv ing expenses can offer retirees more financial flexibility and the ability  to take 
on more investment risk  w ith their other assets . 

* Annuity withdraw als are generally  taxed as ordinary  incom e and m ay be subjec t to surrender charges , in addition 
to a 10% federal income tax  penalty  if  m ade prior to age 59 1/2. The guarantees and paym ents  of incom e are 
contingent on the c laims paying ability of the issuing insurance carrier. 
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