Public Pensions— A Funding Flowchart

7-Addendum A

FUNDING PUBLIC PENSION PLANS — A FLOWCHART

Is the Employee Retired?

Is Employee Married?

Yes

No

Yes

Did Employee Elect “Joint Life Pay-Out”?

Does Employee have minor children?

Does Employee have minor children?

No

@ | Yes minor children.

@ | Yes minor children.

In case of minor children, ascertain if naming a
trust will result in a forfeiture of pension plan’s
ancillary  benefits (e.g. medical, dental,
prescription drug insurance, etc.). Note that
naming minor children as a beneficiary will
initiate a guardianship and is generally not a
preferred funding option.

Preferred Funding Options

=  Primary Beneficiary:
Spouse*

= Contingent Beneficiary:
Employee’s Trust (if no loss
of ancillary benefits)

® | No minor children.

In case of minor children, ascertain if naming a
trust will result in a forfeiture of pension plan’s
ancillary  benefits (e.g. medical, dental,
prescription drug insurance, etc.). Note that
naming minor children as a beneficiary will
initiate a guardianship and is generally not a
preferred funding option.

Preferred Funding Options

*  Primary Beneficiary:
Employee’s Trust*

= Contingent Beneficiary:
Not Applicable

*Review plan to ascertain whether ancillary
benefits to minor children will be lost if
Employee’s trust is named.

In the case of an employee who has selected a single
life pay-out and is married, generally, there is no
death benefit and the beneficiary cannot be changed.
Thus, the pension plan itself is not fundable. The
employee, however, may elect to participate in an
employer-sponsored group life insurance policy to
provide a retirement annuity to a spouse. Ascertain
whether or not the employee participates in such a
program to benefit the spouse. If so, fund the group life
insurance benefit by changing the primary beneficiary
designation to the employee’s trust.

Preferred Funding Options (Group Life)

*  Primary Beneficiary:
Employee’s Trust

= Contingent Beneficiary:
Not applicable

Yes

Preferred Funding Options

*  Primary Beneficiary:
Spouse*

= Contingent Beneficiary:
Employee’s Trust

@ | No minor children.

Preferred Funding Options

*  Primary Beneficiary:
Employee’s Trust

= Contingent Beneficiary:
Not Applicable

No Funding Options!

Public Pension is Unfundable!

Once an employee selects a pay-out in
retirement (either joint life or single life), no
death benefits are typically extended and,
therefore, the pension is unfundable.

*Valid power of attorney should be in place to
receive pension payments in event of spouse’s
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