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BECAUSE IT IS DESIGNED TO PROVIDE A GUARANTEED stream of income to the 
employee in retirement, a Defined Benefit Pension Plan has been viewed as the most 
coveted retirement plan an employer can offer. But the costs to the employer of funding 
and maintaining the plans are comparatively high, and most companies have moved 
away from offering them. 

If you are covered by a pension plan, you will have several annuity payout options to 
choose from at retirement, including single-life, single-life with a certain term, and joint-
and-survivor. Additional options may be available depending on the specific terms of 
the pension. 

The joint-and-survivor options normally allow for 50 to 100 percent of the monthly 
benefit to continue to a beneficiary after the individual who earned the pension passes 
away. The beneficiary would then receive a monthly benefit until they pass away, at 
which point the pension terminates. The joint-and-survivor option is generally the 
payout choice of married retirees as it provides an ongoing stream of monthly income 
to the surviving spouse. The caveat is that to fund the survivor benefit the amount the 
retiree receives while living is less than the single-life monthly benefit.  

“Pension maximization” is a strategy that involves selecting the single-life annuity option 
and coupling it with life insurance. The single-life annuity option provides the largest 
monthly payout but does not pay a survivor benefit when the individual receiving 
the pension passes away. This can create a significant planning issue if the individual 
receiving the pension is survived by a spouse. The life insurance policy can provide 
protection to a surviving spouse if the spouse receiving the pension passes away 
prematurely. The higher monthly benefit of the single-life option may provide more than 
enough extra income to pay the life insurance policy premiums. As well, the insurance 
can deliver additional benefits, such as a tax-free death benefit and other, flexible 
beneficiary options. While the appropriate amount of insurance will vary case by case, 
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the death benefit should be large enough to compensate for the loss of the  
pension income. 

The insurability of the pensioner and the cost of the life insurance will be key factors in 
determining whether pension maximization is worth pursuing. While it can make sense 
for a healthy individual who can obtain life insurance at a reasonable rate, it might not 
be a good option if the cost of life insurance is greater than the difference between the 
single-life and joint-and-survivor monthly payouts. 

There are other important factors to consider before attempting this strategy, including 
the health of both spouses, other sources of income, tax implications, and the terms of 
the pension. Pension maximization can be complicated and should be discussed with a 
licensed insurance professional, financial planner, or financial advisor.
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The information included in this document is for general, informational purposes only. It does not contain any investment advice and does not address any individual facts and 
circumstances. As such, it cannot be relied on as providing any investment advice. If you would like investment advice regarding your specific facts and circumstances, please 
contact a qualified financial advisor.

Any investment involves some degree of risk, and different types of investments involve varying degrees of risk, including loss of principal. It should not be assumed that future 
performance of any specific investment, strategy or allocation (including those recommended by HBKS® Wealth Advisors) will be profitable or equal the corresponding indicated 
or intended results or performance level(s). Past performance of any security, indices, strategy or allocation may not be indicative of future results. 

The historical and current information as to rules, laws, guidelines or benefits contained in this document is a summary of information obtained from or prepared by other 
sources. It has not been independently verified, but was obtained from sources believed to be reliable. HBKS® Wealth Advisors does not guarantee the accuracy of this 
information and does not assume liability for any errors in information obtained from or prepared by these other sources.

HBKS® Wealth Advisors is not a legal or accounting firm, and does not render legal, accounting or tax advice. You should contact an attorney or CPA if you wish to receive legal, 
accounting or tax advice.
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Investment advisory services are offered through HBK Sorce Advisory LLC, doing business as HBKS® Wealth Advisors. NOT FDIC INSURED - NOT 
BANK GUARANTEED - MAY LOSE VALUE, INCLUDING LOSS OF PRINCIPAL - NOT INSURED BY ANY STATE OR FEDERAL AGENCY
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