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Benefit Payments: Types
Generally, different types of pension plans may provide for different types of benefit payments.  The two main types of benefit payments are annuities and lump sums.
Annuities

An annuity payment is a series of periodic payments made over a specific span of time. The span of time that payments are made can be different for different annuities.  In addition certain forms of annuity options are required for all defined benefit plans, and others are additional options a plan may offer.
Required Form of Annuity Payments

Qualified Joint and Survivor Annuity (QJSA) – This life annuity pays a benefit over the life of the participant and surviving spouse. The survivor annuity paid to a surviving spouse must be at least 50 percent of the single life annuity that had been paid to the participant.  Plans are required to offer both 50 percent and 75 percent joint and survivor annuity options.  This is the default form of payment for married participants.  These payment amounts will be typically lower than a single life annuity payment because they will last longer since they cover two periods of lives. Such a payment is said to be the “actuarially equivalent” to payments made in a single life annuity.
Qualified Preretirement Survivor Annuity – This survivor annuity provides a stream of payments (at least 50% of the single life annuity) over the life of a surviving spouse where the participant dies before retirement.  This payment must begin by the time the deceased participant would have retired.  The amount of this payment to the surviving spouse must be determined as if the deceased participant retired at the later of (1) the earliest retirement age or (2) the day before death.

Other optional types of annuities 
Fixed Term Annuity – This is a payment that begins at retirement and is paid monthly to a participant for the duration of a specific term of years.  If the participant dies prior to the end of the term, the payments will be paid to a designated beneficiary for the remainder of the term.
Single Life Annuity- This annuity pays a monthly benefit for the life of the participant and ends at his or her death.  (Sometimes called straight life annuity)

Single-life annuity with a term certain - provides for monthly benefits for the duration of the participant’s life or a certain term of years, depending on which is longer.   If the participant dies before the term expires, benefits will be paid to a designated beneficiary for the duration of the term.
Early Retirement Benefit – This benefit provides participants with the option to collect benefits before the normal retirement age as defined by the plan.  Often benefits may begin at age 55 or after workers have 30 years of service.  The annuity amount is typically lower because it expects to cover a longer span of time since the payments begin when the participant is younger than normal retirement age; however some plans subsidize the benefit. 

Social Security Level Income Option - This form of an early retirement annuity is structured so that participants will receive the same income before and after they become eligible for Social Security benefits.  Benefits are bigger in the beginning and lower once the participant is eligible to receive Social Security.
Lump Sums
A lump sum or cash out is a single payment that is, in the case of a defined contribution plan, the vested account balance, or in the case of a defined benefit plan, the actuarial equivalent of a single-life annuity.
In addition to a basic lump sum of the entire benefit earned, some plans offer the option to partially annuitize and take a partial lump sum.  In fact certain plans with funding problems are prohibited from paying out lump sums and restricted to paying at most partial lump sums or no lump sums at all.

For further reading view the Pension Rights Center’s fact sheet advising people to think twice when choosing between a lump sum and an annuity.
� ERISA § 205(a) requires every defined benefit plan and every money purchase plan to provide QJSA and QPSA.


� See ERISA 205(e)(1)(A) 
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