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IMPROVED PENSION BENEFITS SYSTEM 

Background of the Invention 

This invention relates g~nerally to pension plans, and 

more specifically,· ·to an improved pension benefits system 

sutilizing· life in~ura~ce as a major vehiqle for funding 

benefits. 

Several Congressional acts since 1974 including ERISA 

and TEFRA have led the way in a Congressional attempt to 

stem the tide of u~der-funded or illusory pension benef-its 
I 

10 in the past. To a la~ge e~tent, these Congressional efforts 

coupled with other judicial pronouncements have·contributed 

to the demise rather than. st~engthening of man~·of these 

prior pension programs and have compelled drastic changes in 

those that remain. S~ve~al eq6nomic and social ~actors 
. ' 

15 including inflation, longer life expectancies, higher 

interest rates, recess~on;. bankruptcies and other economic 

factors have all take~ 
0

hea_vy tolls on private··pension plans. 

More recently, m~riy.#rivate pension plans which had 

moved to adopt defined" b~_~efi ts pension plans are now being 

20forced to either amend or dissolve their programs, resulting 

in loss by ·employees of considerable unvested benefits and 
1 • 

creating ~ new movem·e-nt i:oward defined contributions 

programs which are complet_ely open ended concerning levels 

of benefits and pr.otection of future purchasing power. 

25 The present system, while fully complying with all of 

the latest Congr~ssional and judicial mandates, provides a 

novel fully.funded pensi~n·~enefits system which imposes 

considerably lower and fixed· determinable financial burdens 

upon the employet and reliev~s him of all administ~ative and 

30fiduciary responsibility, while also providing expanded, 

accurately predictable, and increasing benefits to a.11 

enrolled empl·oyees. Benefits are expanded in that, in 

addition to periodic retirement payments after age 65, both 

death. and disability benef:ts are als_o· p;tovided. Rather 

35 than being fixed or completely. undeterminable, all benefits 

provided by the present system are projectable from the 

onset of a program with arty subsc~iber employer so that eac~ 

enrolled employee may determine his future benefit~! 
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r esul ting from death, disability, or retirement and be 

assured that because of a built-in fixed percentage of 

increasing benefits, that .the benefits he receives will keep 

pace with inflation, retaining his purchasing power. The 

5 marvels of this new improved pension system are, in large 

part, achieved by a unique implementation qf life insurance 

to fund future payable liabilities by a master trust. 

Rather than terminating life insurance at employee 

retirement, each policy is maintained in force by the master 

lOtrust until the employee~s death, the proceeds flowing into 

the master trust to assist in paying all future periodic 

benefits. 

Brief Summary of the Invention 

The present invention is that of an improved pension 

15 benefits system for enrolled employees of subscriber 

employers including a master trust institution and a life 

insurer institution. The functions of the master trust 

institution include: computing and ·receiving each subscriber 

employer's periodic payment therein to based primarily upon 

20that employer's number of current employees, their ages and 

monthly earnings; purchasing and retaining a life insurance 

policy from the life insurance institution covering each 

enrolled employee; investing in available securities, 

preferably those federally guaranteed, to generate interest 

25incorne; providing specific accurate future projections, 

preferably in table form, of periodic benefits foi: 

retirement, death, or. disability1 receiving a11· life. 

insurance policy proceeds upon the death of each enrolled 

employee1 and distributing all periodic payable benefits. 

30 Funding a sign if leant portion of payable periodic benefits 

by life insurance policy proceeds retained within the master 

trust institution is one truly unique feature of this 

system; life insurance having prescribed amounts of whole 

life and increasing one-year term div ide;id r lder components 

35 is yet another. 

It is an object of the present invention to provide an 

improved pension system which will both reduce and 

accurately define employer contributions while eliminating 



:> 

-3-
a l l employee contributions, if that 'is the chosen 

arrangement between employer and employees. 

It is another object of this invention to provide a 

unique pension system which provides periodic benefits upon 

Sdeath, disability or retirement of each enrolled employee. 

It is still another obj~ct of this invention to provide 

the above pension benefits system whose benefits are 

automatically increased at predetermined fixed rates to help 

keep pace with inflation. 

10 Still another object is to provide the above invention 

fully funded in part by a unique utilization of lif~ 

insurance. 

In accordance with these and other objects which will 

become apparent hereinafter, the instant invention will now 

lSbe described with reference to the accompanying drawings in 

which: 

Brief Description of the Drawings 

Figure 1 is a schematic flow diagram of the entire 

pension benefits system. 

20 Figure 2 is a schematic flow diagram of the entire 

system showing the preferred embodiment of the master trust 

institution. 

Figure 3 is a schematic flow diagram of the subscriber 

employer contribution comprising means for computing each 

25subscriber employer's periodic contribution into the master 

trust institution. 

Detailed Description of the Invention 

Referring now to the Figures, and particularly to 

Figure 1, the system of the present invention includes a 

3omaster trust institution 10 and a life insurance institution 

12, which relate and exist functionally as follows. Each 

subscriber employer El, E2, E3 •.. , makes a predetermined 

periodic contribution in~o the master trust institution 10. 

The master trust institution 10, including an independent 

35 trustee, then, continuously and regularly performs several 

functions. A portion of each subscriber employer's contri­

bution is applied for purchasing a predetermined life 
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insurance policy against each enrolled employee's life from 

the life insurance institution 12. 

A significant portion of the funding of all payable 

enrolled employee periodic benefits to enrolled employees, 

Sel, e2, e3, ••• is achi.eved through the unique utilization 

of predetermined amounts of life insurance. The master 

trust institution 10 receives and retains all life insurance 

policies and subsequently receives all life insurance 

proceeds at the ~eath of each employee el, e2, e3~ ••• • In 

lOaddition to the insurance issuance of life insurance 

policies in predetermined amounts and payment of life 

insurance proceeds into the master trust institution 10, the 

life insurance institution 12 also pays all administrative 

and legal expenses, as well as Pension Benefits Guarantee 

lSCorp. (P.B.G.C.) premiums as required by Federal law. 

The other portions of each subscriber employer's 

contribution are used to purchase securities on the open 

market. The securities in which the master trust 

institution 10 is limited to investing in must provide 

20predetermined levels of guaranteed interest returned on 

investment in order to maintain a fully funded established 

level of employee benefits. Such preferred securities 

investments include· ~ederal Government ~acked securi~ies. 

All dividends and interest proceeds from these 

25investments in securities are received into the master trust 

institution 10 and utilized for payment of employee periodic 

benefits. 

Referring now to Figure 2, the preferred embodiment of 

the master trust institution is shown in more detail at 10'. 

30All subscriber employer's contributions Cl, C2, C3, ••• are 

received into the master trust institution· 10' and are 

divided into two predetermined portions, the first portion 

being received into the pre-funded pool 14, the second 

portion being received into the side fund 16. The pre-

35funded pool, using its portion of subscriber employer 

contributions Cl, C2, CJ ••• , purchases a master life 

insurance policy from the life insurer institution 12 and, 

then, under that master policy, automatically purchases 

predetermined amounts of life insurance on each enrolled 
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employee's life. The fact that life insurance is used 

universally in this system to fund both pre-retirement, 

post-retirement, and disability benefits produces a 

significant cost savings for this system, rather than self-

5 insuring. Whereas typically life insurance held by 

individuals or otherwise is converted to an annuity at 

retirement, the pre-funded pool 14 retains ttie life 

insurance policy on each employee until death. Life 

insurance proceed~ are then received into the pre-funded· 

lOpool 14 to pay for death ben~fits, which are periodic in 

nature r~ther than in limp sum form. Coupled with a whole 

life insurance policy on each enrolled employee's life, the 

pre-funded pool 14 also aut·omatically purchases a one-year 

term dividend increasing term rider in conjunction with each 

15whole life policy providing for increasing proceeds without 

t:he expense of first year agent commissions and additional 

policy fees and handling expenses by the life insurer 

institution 12. 

While typically the rest of the pension.world dictates 

20that when an employee retires, his life insurance policy 

should be surrendered in favor of a cash surrender value to 

help pay retirement benefits, the present system retains the 

whole life policy in force until death. The one }''=!ar 

progressive term dividend rider portion of the life 

25insurance is terminated at age 65, because the risk of 

payment of disability and death benefits and pre-retirement 

are no longer a risk for the master trust institution 10'. 

The benefits to the master trust institution by retaining 

the whole life insurance policy in force until employee's 

30death amounts to approximately 20 to 25 percent increased 

revenues into the master trust institution as compared with 

the cash surrender value of that whole life insurance policy 

at retirement age 65. 

Once the level of employee benefits have been 

35established, the level of life insurance policy is then 

established. In the preferred embodiment, the amount of 

whole life insurance is typically equal to about 30 times 

the employee's monthly salary, while the one year term 

dividend rider is equal to approximately· one •onth of the 
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employee' s salary increasing yearly automatically to age 65. 

An important secondary benefit in the choice of the one year 

progressive term dividend rider is that all cash dividends 

yields therefrom are are accumulated within the life insurer 

5 institution 12. By this dividend accumulation,_ after 10 

years or other predetermined period of time, __ the accumulated 

dividends from the whole life policy are sufficient such 

that all future life insurance premiums for both the whole 

life portion and the increasing term dividend portion will 

10 be automatically paid from accumulated dividends for each 

employee's pol~cy after 10 years of participation in the 

system. Thereafter, all subscriber employer's contributions 

Cl, C2, _CJ, ••• will be diverted directly into the side fund 

16. 

15 All monies received into the side fund 16, including at 

least a portion of.employer's contributions, and proce~ds 

from life ·insur.ance policies upon employees' deaths, are 

invested in guaranteed rate of return_ securities. Thes~ 

typically are in the form of Federally backed securities, 

20 paying predetermined minimum levels of interest and/or 

dividends. 

By the accumulation of predetermined returns on 

securities•· inve~tments and life insurance proceeds, as well 

as continuing employer's contributions Cl, C2, C3, ••• ,the 

25 side fund 16 is able to meet, on a fully funded basis, all 

payable periodic benefits for enrolled employees. These 

benefits include periodic payments upon death, disability, 

or retirement of each employee. As indicated in Figure 2, 

death benefits vest upon the enrollment by the sub~criber 

30 employer into the system, and are payable beginning 

immediately upon the death of an employee to the employee's 

beneficiaries. These periodic death benefits are payable 

for a predetermined period of years. Disability benefits 

vest also on enrollment of the subscriber employer, and are 

35 payable upon the occurrence 0f !':he disability in 

supplemental form to Social Security such that the total 

amount of periodic benefits received by the di sabled 

employee is at a predetermined level. Retirement benefits 

vest progressively during the third, fourth, and fifth year 
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o f enrollment of each employee. After the third year, 

approximately 50 percent of the retirement benefits are 

vested~ during the fourth year, approximately 75 percent of 

retirement benefits are vested; and, during the fifth year, 

5 100 percent of all retirement benefits have vested for each 

employee. As noted, all employee bene.fits are fully 

portable after three years of enrollment in the system. This 

fe,ature provides that the employee, after three years of 

employment with one s~bscriber employer may take employment 

10 with another enrolled employer without loss of benefits, and 

will continue to accumulate benefits upon further employment 

with the new subscriber employer. 

Obviousiy, in order to be fully funded, the system must 

be based upon defined definitions of levels of benefits for 

15 death, disability, and retirement for each employee. All 

benefits are periodic, and preferably monthly, and are equal 

to a fixed percentage of each enrolled employee's final 

monthly average i.ncome. The system provides a formula for 

determining the final income level which is the greater of: 

20 i. the last projected salary to age 64, the 

25 

monthly salary at entry age increased 5 

·percent yearly (simple interest) to age 64; 

or 

ii. career averag~ salary to age 60~ or 

iii. average monthly salary between age 56 and 60 

increased a predetermined percentage of 5% 

simple inte~est to age 64. 

Obviously, item i. above provides the.minimum projected 

periodic benefits which would be available to each employee, 

30 and may be easily computed at the onset of the program for 

each employee. Alternately, this minimum level of benefits 

at any· point in the employee's career that he becomes 

disabled or dies, or retires at age 65, may be incorporated 

into table form whereby his entry ·level salary may be 

35 multiplied by a factor determined by the pre-established 

inflation factor as a percentage of benefits' yearly 

increase and the number of years of service. This factor 

which may be easily located in table form, may be multiplied 

by the entry level salary to establish the minimum expected 
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bene fits which would be payable periodically to the employee 

upon the occurrence of one of the benefits triggers. 

Although periodic benefits may be higher, this table would 

establish the minimum expected periodic benefits. 

5 Referring now to Figure 3, the subscriber employer 

contribution computing means for determining each subscriber 

employer's periodic contribution into the master trust 

institution is shown. This calculation of emplo¥er 

contribution is calculated preferably annually for each 

10 employer at 20. As indicated at 22, the year·ly cost of 

whole life insurance and automatic progressive tarm rider 

policies for each employee by age group is determined. 

Because each employee's policy is issued under a master 

policy which as been pre-established between the master 

15 trust institution and the life insurance institution, costs 

and administrative costs of administration are minimized. 

At 24, the yearly cost of administration, attorney, trustee, 

and P.B.G.C. premium expenses are also determined. Next in 

parallel and simultaneously, at 26, the average age of all 

20 enrolled employees for each subscriber employer is 

calculated, after which at 28, the minimum number of years 

of liability is determined. The letter "G" is a predeter­

mined number of years, typically between 65 and 80, which is 

the minimum guaranteed age to ~hich periodic benefits are to 

25 be paid on a continuous and certain basis. At 30, the 

future value of all liabilities are calculated based upon 

the previously discussed minimum benefits projection at age 

65, and assumed minimum number of years of continuous and 

certain payable benefits until age "G" which will be 

30 increased by the assumed simple interest percentage per year 

after retirement. At age 32, the immediate future assets of 

all life insurance policies issued for each subscriber 

employer's employees is determined. Then, at 34, a reserve 

is determined for providing disability benefits which vest 

35 upon subscriber employer enrollment, and will be incurred by 

a predetermined actuarially e~tablished number of employees. 

This reserve at 34 is typically a percentage of subscriber 

employer's annual payroll. 

By reducing the future value of liabilities at 30 by 
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the immediate value or future life insurance policy proceeds 

32, at 36, then dividing that amount at 36 by the minimum 

guaranteed number of years of liability 28, the percentage 

of employer annual payroll is determined which will fund all 

5 benefits during the first period_ of the system's adoption 

before life insurance dividends begin to automatically pay 

life insurance premiums. 

The total annual fixed subscriber employer's 

contribution as a percentage of his annual or otherwise 

10 periodic payroll is determined at Cl, C2, C3, ••• to equal 

the sum of the yearly cost of all life insurance premiums at 

22, the yearly cost of administration, attorney, trustee and 

P.B.G.C. premium expenses at 24, and the disability r_eserve 

at 34 plus the pre-dividend payment of life insurance 

15 premiums at 38. Thus, by the means described i"n Figure 3, 

each subscriber employer's annual or periodic contributions 

into the mast~r trust institution which will fully fund all 

of the above-described benefits, is determined as a fixed 

percentage of its payroll. 

20 BASIC ASSUMPTIONS 

Obviously, one primary assumption in this pension 

benefits system is the current life expectancy of employees. 

This is assum~d to be equal between men and women and is 

dete~_mined actuarially on a yearly basis. Because no 

25 pension benefits are payable before the sixth year of 

employer participation, the only financial exposure during 

that period would be from death or disability of an 

employee. Therefore, during this first five year start-up 

period, the liabilities are treated and calculated 

30 separately and fully funded separately. After ten years, 

life insurance premiums begin to be paid by the whole life 

policy dividend accumulations. Thereafter, all life 

insurance premiums for a given subscriber employer are paid 

substantially, if not totally, by dividend accumulations 

35 within the lift=-: ir.~urance institution. Because at the pre­

established age of retirement of each employee the risk of 

having to pay pre-retirement death or disability benefits is 

extinguished, the term rider portion of the life insurance 

policy is discontinued for each particular enrolled 
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employee. However, the accu~ulated dividends from that 

whole life policy will continue to automatically pay the 

whole life i~surance policy premiums on each employee after 

his retirem~n~ age. 

5 All employee periodic benefits are increased annually 

throughout the duration of their participation in the 

program and into retirement in order to compensate for loss 

of purchasing power due to inflation. However, rather than 

typing benefits level to uncontrollable co.st of living 

10 indexes or the like, this system incorporates prede-termined 

fixed simple i~terest percentages of yearly benefits 

increases base·d upon the employee's start-up salary. The 

benefits tables discussed earlier provide an easy index for 

determining minimum future payable benefits, that is, 

15 benefits whic~ are upwardly adjusted annually according to 

the predetermined yearly simple percentage rate of increase. 

Death benefits are presumed to be required by the 

employee's beneficiaries only for a fixed period of years. 

Thereafter, periodic benefits will terminate. However, 

20 disability benefits are payable periodically to the employee 

as a supplement to Social Security until de~th. These 

benefits for disability will increase according to the 

assume~ fixed simple inte=est inflation factor until age "G" 

and level thereafter until death. Likewise, retirement 

25 benefits continue to increase by the inflation factor simple 

interest until age "G", and level thereafter until death. 

An important marketing aspect of the present invention 

is provided in the fact that under current marketing· of 

existing pension plans, only specialized knowledgeable 

30 agents are qualified to work with employers to implement 

their programs. Further, in many cases, the employer must 

become a fiduciary and trustee for pension benefits 

contributions by employees. Under the instant system, 

virtually any life insurance agent knowledgeable in life 

35 insurance programs, proc~dures, and policies is· eligible to 

present and implement this srstem with any employer having a 

minimum number of employees. All actuarial assumptions and 

calculations of employer contributions are predetermined in 

the system and calculated and implemented by the master 
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trust which includes an independent trustee as fiduciary. 

Certain cash reserves are available to the second 

funded pool which need not otherwise be set aside to pay the 

above-described enrolled employee benefits., These reserves 

5 become available upon the occurrence of certain conditions 

or factors in conjunction with each enrolle~ employee and do 

so because the subsequent periodic benefits are otherwise 

funded within the master trust institution by· at least one 

component of the above-described life insurance policy on 

10 each enrolled ~mployee's life. A first cash reserve is 

available within the second funded pool upon the.termination 

of each enrolled employee in the form or pre-retirem~nt age 

death. ·The first cash reserve is in the form and amount of 

funds within the second funded pool generally equal to all 

15 previous subscriber employer contributions related to that 

deceased enrolled employee. A second cash reserve is 

available within the second funded pool upon the termination 

of each enrolled employee in the form of enrolled employee 

turnover (employment termination). This second cash reserve 

20 is in the form and amount of funds within the second funded 

pool also generally equal to all previous subscriber 

employer contribution related to that deceased enrolled 

employee. A third cash reserve is deposit€1 into the second 

funded pool upon the post-retirement age death of each 

25 enrolled employee generally equal to all proceeds of life 

insurance available from the life insurance institution 

through the first funded pool upon the post-retirement death 

of each enrolled employee. 

While the instant invention has been shown and 

30 described herein in .what is conceived to be the most 

practical and preferred embodiment, it is rec6gnized tha~ 

departures may be made therefrom within the scope of the 

invent ion, which is there fore not to be limited to the 

details disclosed herein but is to be accorded the full 

35 scope of t•!e claims so as to embrace any and all equi val en t 

apparatus and articles. 

· 1iiiiittf 
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CLAIMS 

What is claimed is: 

1. A pension benefits system for administering at least 

one subscriber employer account on behalf of each subscriber 

5 employer's enrolled employees each of whom are to receive 

periodic benefits payments, said system comprising: 

a master trust; and 

a life insurer; 

said master trust including: 

10 subscriber employer contribution computing means 

for computing and receiving each said subscriber employer's 

particular periodic contribution; 

life insurance· procurement means for procuring 

from said life insurer with a portion of each said 

15 subscriber employer contribution a predetermined life 

insurance policy for each said enrolled employee's life, 

each said life insurance policy retained by, and naming as 

its beneficiary, said master trust; 

life insurance proceeds collecting means for 

20receiving and retaining from said life insurer all said life 

insurance policy proceeds upon each enrolled employee's 

deat'1; 

benefits calculating means for determining each 

said enrolled employee's periodic benefits; 

25 investment means for procuring, with another 

portion of each said subscriber employer contribution, 

investments having expected rates of return and degrees of 

investment security and receiving and retaining all proceeds 

from said investments; 

30 periodic benefits payment means for disbursing 

payable periodic benefits from said life insurance policy 

proceeds, said investments' proceeds and said subscriber 

employer contributions. 

2. A pension benefits system as set forth in Claim 1, 

3Sfurth~r comprising: 

tabularized means for predetermining all payable and 

future projected employee periodic benefits. 

l lllllll 111111 1111111111111111 
•· C L M S * 
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3. A pension benefits system as set forth in Claim 2, 

wherein said tubular means includes: 

factor indicia which is to be multiplied with each 

enrolled employee's monthly earnings to predetermine said 

Speriodic benefits. 

4. A pension benefits system as set forth in Claim 3, 

wherein: 

said factor indicia means is equal to about 40% of a 

unit of earnings increased by the addition to said unit of 

16earnings by a predetermined fixed inflation factor as .a 

percentage of· said unit once yearly for each enrolled 

employee between·65 and each enrolled employee's age at time 

of enrollment. 

S. A pension benefits system as set forth in Claim 1, 

lSwherein said pension benefits include: 

periodic retirement benefits payments; 

periodic death benefits payments; and 

periodic disability benefits payments. 

6. A pension benefit system as set forth in Claim 5, 

2owherein: 

said employee death, disability, and retirement 

benefits payments vest and are fully portable between 

different subscriber employers in said system after a 

predetermined period of continuous enrollment. 

257. A pension benefit system as set forth in Claim 1, 

wherein said subscriber employer periodic contribution 

computing means includes: 

average age computing means for determining the average 

age of each enrolled employee; 

30 life insurance cost computing means for determining 

p e r i od i..; cc 3 t of s a id 1 i f e insurance for a 1 J. en r o 11 ..,. d 

employees of said subscriber employer; 

administrative cost computirig ~eans for estimating all 

administrative, legal, trustee and P.B.G.C. premium yearly 

35expenses for said subscriber employer; 

I lllllll llllll lllll lllll II llll 
* C L M S *· 
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f i rst mathematical component for estimating minimum 

number of years of ben·e fits liability to said master trust 

for each said subscriber employer including reducing the 

minimum. expected age for each enrolled employer to ·receive. 

s benefits by said average age of enrolled employees for each 

subscriber employer; 

second mathematical component for estimating the future 

value of all life insurance proceeds from each said 

subscriber employers enrolled employees: 

10 third mathematical component for estimating the 

immediate futura assets of. all life insurance policies 

issued for all enrolled employees for each said subscriber 

employer; 

fourth mathematical component for estimating a cash 

lSreserve to fund contingent disability benefits; 

first mathematical product means for computing 

predividend component of each subscriber employer's 

contribution for said procuring of a life insurance policy 

for each enrolled employee including reducing said second 

20 mathematical component by said third mathematical component 

divided by said first mathematical to produce a first 

dividend which is then divided by said subscriber employer's 

periodic payroll; 

second mathematical product means for computi11g said 

25 subscriber employer's said periodic contribution including 

summing said first mathematical product means, said fourth 

mathematical component, said periodic cost of said life 

insurance, and said expenses •. 

8. A pension benefits system as set forth in Claim 1, 

30wherein each said life insurance policy includes: 

a whole life policy and a progressive one year term 

divided rider coupled with said whole life policy on each 

enrolled employee's life. 

9. A pension benefits system as set forth in Claim 8, 

35 wherein: 

each said whole life policy has a face amount generally 

equal to 30 times the enrolled employee's monthly earnings 

111111111111111111111111111111 
* C L M S * 
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at time of enrollment1 

each said progressive term dividend rider is generally 

equal to the enrolled employee's monthly earnings at the 

time of enrollment. · 

510. A pension benefits system as set forth in Claim 8, 

wherein: 

each said whole life policy is maintained by said life 

insurer in full force and effect until the death of each 

said enrolled·employee, whether working or reti·red; 

10 each said rider is maintained by said life insurer in 

full force and effect until a predetermined retirement age 

or earlier death of each said enrolled employee. 

11. A pension benefits· system as set forth in Claim 8, 

wherein: 

15 each said whole life policy produces dividends which 

are accumulated and retained by said life insurer; 

said dividends accumulate sufficiently after a 

predetermined number of years of participation by each said 

enrolled employee and designate.a to automatically pay for 

20all subsequent life insurance policy premiums whereupon each 

said oortion of each said subscriber employer's contribution 

for procuring each said life iqsurance policy i~ retained 

within said master trust. 

12. A pension benefits system as set forth in Claim 8, 

25 wherein: 

each said rider yearly increases said insurance policy 

proceeds a predetermined amount until said predetermined 

retirement age or earlier death of each said enrolled 

employee. 

30IJ •. A pension benefits system for admi~istering at least 

one e~bscriber employer account on behalf of each subscriber 

employer to provide periodic benefits payments for enrolled 

employee beginning at the earliest death, disability or 

retirement of each enrolled employee, said system 

35comprising: 

111111111111111111111111111111 
* C L M S * 
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a master trust; and 

a life insurer; 

said master trust including: 

subscriber employer contribution computing means 

5for computing and receiving each said subscriber employer's 

particular periodic c~ntribution; 
"\ 

life insurance procurement means for procuring 

from said life insurer with a portion of each said 

subscriber employer contribution a predetermiz:ied life 

lOinsurance policy against each enrolled employee's life, each 

said life insurance policy retained by, and naming as its 

beneficiary, said master trust, each said life insurance 

policy including a whole life policy and a progressive one 

year term dividend rider coupled with said whole life policy 

15for each said enrolled employee's life; 

20 

life insurance proceeds collecting means for 

receiving and retaining from said life insurer all said life 

insurance policy proceeds upon each said enrolled employee's 

death; 

benefits calculating means for determining each 

said enrolled employee's periodic benefits; 

investment means for procuring, with another 

portion of each said subscriber employer contribution, 

investments having expected rates of return and degrees of 

25investment security and receiving and retaining all proceeds 

from said investments; 

periodic benefits payment means for disbursi·ng 

payable said periodic benefits from said life insurance 

policy proceeds, said investments' proceeds and said 

30subscriber employer contributions. 

14. A pension benefits system as set forth in Cl~im 13, 

wherein: 

each said whole life policy is maintained by said life 

insurer in full :orce and effect until the death of each 

JSsaid enrolled employee, whether working or retired; 

each said rider is maintained by said life insurer in 

full force and effect until a predetermined retirement age 

or earlier death of each said enrolled employee. 
~~~~~~~~~~~ 

11111111111111 1111111111111111 
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15. A pension benefits system as set forth in Claim 13, 

wherein: 

each said whole life policy produces dividends which 

are accumulated and retained by said life insurer; 

5 s a id d i v id e n d s ·a cc um u 1 a t e s u f f i c...i e n t 1 y a f t e r a 

predetermined number of years of participation by each said 

enrolled employee and designated to automatically pay for 

all subsequent life insurance policy premiums whereupon each 

said portion of each said subscriber employer's contribution 

lOfor procuring e~ch said life insurance policy is retained 

within said master trust. 

16. A pension benefits system as set forth in Claim 13, 

wherein: 

each said rider yearly increases said insurance policy 

15proceeds a predetermined amount until said predetermined 

retirement age or earlier death of each said enrolled 

employee. 

17. A pension benefits system as set forth in Claim 13, 

wherein said subscriber employer periodic contribution 

20computing means includes: 

average age computing means for determining the average 

age of each enrolled employee; 

life insurance cost computing means for determining 

periodic cost of said life insurance for all enrolled 

25employees of said subscriber employer; 

administrativ~ cost computing means for estimating all 

administrative, legal, trustee, and P.B.G.C. premium yearly 

expenses for said subscriber employer; 

first mathematical,component for estimating minimum 

30number of years of benefits liability to said master trust 

for each said subscriber employer including reducing the 

minimum expected age for each enrolled employer to re~~ive 

benefits by said average age of enrolled employees for each 

subscriber employer; 

35 second mathematical component for estimating the future 

value of all life insurance proceeds from each said 

11111111111111111111111111 1111 
*'CL MS* 
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subscr iber employers enrolled employees; 

third mathematical component for estimating the 

immediate future aasets of all life insurance policies 

issued for all e·nrolled employees for each said subscriber 

s employer; 

fourth mathematical component for estimating a cash 

reserve to fund ?ontingent ~isability benefits; 

first mathematical product means for computing 

predividend component of each subscriber employer's 

10 contribution for said procuring of a life insurance policy 

for eacq.enrolled employee including reducing said second 

mathematical component by said third mathematical component 

divided· by said first mathematical to produce a first 

dividend which is then divided by said subscriber employer's 

15 periodic payroll; 

second mathematical product means for computing said 

subscriber employer's said periodic contribution including 

summing said first mathematical product means, said fourth 

mathematical component, said periodic cost of said life 

20 insurance, and said expenses. 

18. A pension benefits system to be implemented by a life 

insurer for administering at least one subscr.iber employer 

account on behalf of each subscriber employer's enrolled 

employees each of whom are to receive periodic benefits 

25payments, said system comprising: 

subscriber employer contribution computing means for 

computing and receiving each subscriber employer's 

particul_ar periodic contribution; 

life insurance providing means for issuing by said life 

30 insurer with a portion of each said subscriber employer 

contribution a predetermined life insurance policy against 

each enrolled employee's life, each said life insurance 

policy ret~ined by, and naming as its beneficiary, said 

master trust, ~ach said life i~surance policy including a 

35 whoie life policy and a progressive one year term dividend 

rider coupled with said whole life policy for each enrolled 

employee's life; 

life insurance proceeds collectin~ means for receiving 
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and retaining from said life insurer all said life insurance 

policy proceeds upon each enrolled employee's death; 

benefits calculating means for determining each 

enrolled employ_ee 's periodic benefits; 

5 investment means for procuring, with another portion of 

each said subscriber employer contribution, investments 
.... 

having expected rates of return and degrees of investment 

securing and for receiving and retaining all proceeds from 

said investments; 

10 periodic benefits payment means for disbursing payable 

periodic benefits from said life insurance policy proceeds, 

said securities' proceeds and said subscriber employer 

contributions. 

19. A pension benefits system to be implemented by an 

lSemployer on behalf of each employer's ~nrolled emplo~ees 

each of whom are to receive periodic benefits payments, said 

system comprising: 

a master trust; and 

a life insurer; 

20 said master trust including: 

employer cont.ribution computing means for 

computing and receiving each employer's particular periodic 

contribution; 

life insurance procurement means for procuring from 

25said life insurer with a portion of each saici employer 

contribution· a predetermined life insurance policy against 

each enrolled employee's life, each said life insurance 

policy retained by, and naming as its beneficiary, said 

master trust, each said life insurance policy including a 

30 whole life policy and a progressive one year term dividend 

rider coupled with said whole life policy for each said 

enrolled employee's life; 

life insurance proceeds collecting means for 

rr~eivi~g and retaining from said life insurer all s~id life 

35 insurance policy proceeds upon each said enrolled employee's 

death; 

_benefits calculating means for determining each 

enrolled employee's periodic benefits; 
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investmen t means for proC:Ltring, with another 

portion of each said subscriber employer contribution, 

investments having expected rates of return and degrees of 

investment security and for receiving and retaining ·all 

5proceeds from said investments; 

periodic benefits payment means for disbursing 

payable periodic benefits from said life insurance 

policy proceeds, said securities' proceeds and said 

employer contributions. 

1020. A method of funding and administering an employee 

benefits system fQr at least one subscriber employer account 

on behalf of each subscriber employer's enrolled employees 

each of whom are to receive periodic benefits payments, said 

system comprising the steps of) 

15 A. Computing and receiving each said subscriber 

employer's particular periodic contribution; 

B. Procuring from a life insurer with a portion of 

each said subscriber employer contribution a predetermined 

life insurance policy against each said enrolled employee's 

20life, each said life insurance policy retained by, and 

naming as its beneficiary, a master trust, each said life 

insurance policy including a whole liFe policy and a 

progressive one year term dividend rider coupled with said 

whole life policy for each enrolled employee's life; 

25 c. Receiving and retaining from said life insurer 

30 

into said master trust all said life insurance. policy 

proceeds upon each said enrolled employee's death; 

D. Calculating each said enrolled employee's ·p~riodic 

benefits; 

E. Investing another portion of each said subscriber 

employer contribution to generate revenues and receiving and 

retaining all said revenues froru said investing; 

F. Disbursing said periodic benefits from said life 

insurance ~.-olicy proceeds, said investing revenues. and said 

35subscriber employer contributions. 
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