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CHANGE.... MISINFORMATION
you may have heard about
SBP from
MISINFORMED People

INTO..... INFORMATION
From INFORMED EXxperts



Presenter
Presentation Notes
  Our goal in this briefing is to provide information to you on the Survivor Benefit Plan, or SBP.  Along the way, we expect to replace some common misconceptions about the Plan with facts. 
  We ask only that you unlock your assumptions and listen openly to this presentation.
  Your decision regarding whether or not to participate in SBP affects your family’s future, and so, rather than making the decision based on someone else’s opinion, we encourage you to consider your situation.
  Use what you learn in this briefing to make an informed decision that suits your family’s need.  It’s a decision you will have to live with!
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Purpose S
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This briefing will break SBP down Into
manageable understandable blocks,

to help you to make an informed
decision on your individual SBP election.



Presenter
Presentation Notes
As Stated.


THE BOTTOM LINE

RETIRED PAY STOPS

WITH THE DEATH
OF THE RETIREE!



Presenter
Presentation Notes
  While many of you will see this statement as a blinding flash of  the obvious -- believe it or not, there are active and retired members and spouses who don’t know this to be the case - who still believe that retired pay continues after a retiree’s death - that checks just keep coming in.  
  That’s a myth!  The fact is that entitlement to retired pay resides with, and dies with the retiree....period! 
  SBP participation is the ONLY way to continue a portion of retired pay to a survivor. 
  The Army’s pledge to “take care of its own” is met by offering Soldiers a way to take care of THEIR own, through SBP.


Are You Risk Averse?

Weigh: Against:

Higher risk of leaving Smaller risk that
your loved ones with  your survivor may

iInsufficient income not get back
every cent paid

IN premiums



Presenter
Presentation Notes
  Your SBP decision bears only two risks:
    1-- the greater risk that your family will be harshly impacted if you die without SBP in place, and
    2-- the smaller risk that you might not get back every cent paid for SBP by way of a survivor’s annuity.    
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What is the risk of your spouse outliving
ou? \
 Life Expectancy (Note 1) = Q@
 Male 75.1 years My

 Female 80.2 years

 SBP Annuitants Who Exceed Life
Expectancy: 45% or 117,755 (Note 2)

Note 1: US Census Bureau , The 2010 Statistical Abstract

Note 2: Source: DOD Actuary Statistical Report on Military Retirement System
. 8]


Presenter
Presentation Notes
  Why might these statistics interest you?  Well, we assume that your goal for your family is to find a way to create a stream of income which will continue as long as it needs to after your death.  We also assume that you can’t know  how  long that “needed” period of time will be.
  With SBP, there is no guesswork.  SBP will provide a monthly annuity to your surviving spouse forever! 
  Presently most spouse SBP annuitants are female.  On the average a female will outlive a male by five years.  Statistically 45 percent or 117,755  of  SBP annuitants exceed 80.2 years, the life expectancy of a female.  So, while at this moment you may feel young, healthy, lucky, and fairly certain you will exceed the statistics on life expectancy.…what if you’re wrong?   Is that a risk you and your family members are willing to take?
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WHAT IS SBP?

 Enacted by Congress in 1972

» Sole means for retiree to continue a
portion of retired pay to survivors

« Coverage Is free while on active duty

 Decision at retirement -- begin to share
cost

e Over eight out of ten retiring Soldiers
elect SBP to protect their family’s
financial future



Presenter
Presentation Notes
  SBP is the Plan Congress created in 1972 a better military survivor plan then the two forerunner military survivor plans -- the Uniformed Contingency Option Act (USCOA) of the ‘50’s, and the Retired Servicemen’s Family Protection Plan (RSFPP) of the ‘60’s.  Both of those plans, although good first efforts, were not very successful in providing retirees a means of securing adequate income for their families.  In fact, only about 15% of military retirees participated, mainly due to high cost.
  We remind you that all active duty military members are covered by SBP automatically at no cost.  The government bears the total cost of that coverage while you are on active duty.  Should you die on active duty in the line of duty, your retired pay entitlement is calculated as of that date, and the SBP annuity flows to your surviving spouse from that amount.   
  Your decision at retirement, then, is whether you wish to afford your family the same survivor benefits that were in place for you on your last active duty day.  If so, you begin to share SBP’s cost with the government by electing to receive reduced retired pay during your lifetime. 
  Eight out of ten retiring Soldiers elect SBP to protect their family’s financial Future.  
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The Annuity

Amount:

 Annuity of 55% of selected
base amount regardless of
the annuitants age



Presenter
Presentation Notes
As stated.  


ﬂ ABOUT ELECTIONS
¢

« Must be made before retirement
o Certain elections need spouse concurrence

 Generally irrevocable
-- may be cancelled with spouse concurrence
between months 25-36 following retirement
 For non-regular Reserve retirement ( Age-60),
only Reservists who elected RCSBP election
Option A, Decline RCSBP


Presenter
Presentation Notes
  Federal law requires that SBP elections be made prior to midnight of the last active duty day. What happens if the election is NOT made  before retirement?  Federal law  directs the Finance Center to default the  election to full spouse coverage.  If that happens, the election can be changed only if the Soldier proves that the government erred in the election process.  Is this a bureaucracy run amok?  No, it is a safeguard which protects a spouse’s expected benefit.
  In fact, Congress added more “meat” to the process in 1986, when they began to require married Soldiers to provide their spouse’s written  concurrence in order to make certain elections (details on the next slide).
  Elections are generally permanent and irrevocable.  Later we’ll talk about why “permanent” is a good thing.  Plus, we’ll talk about the 1998 law change which provides a one-time opportunity after retirement to terminate coverage.ing 
  For non-regular Reserve retirement, only Reservists who elected RCSBP election Option A, (Decline until Non-regular  Reserve).  For Reservists who elected Option B or Option C,  the RCSBP election becomes the SBP election and they will not make a new election.






A “JOINT” Decision For Married Soldiers Who . . .

» decline coverage & ‘E
» cover less than full retired pay ﬁ.ﬁ’{?
 elect “child only” \

o are under REDUX retirement plan and do not elect full
base amount based on retired pay they would have

received under High-3
It IS the Soldier’s election

*The Spouse can only concur or non concur

) NO_



Presenter
Presentation Notes
  These are the three elections that require written spouse concurrence.
  Since elections are valid only if completed prior to retirement, please  build sufficient time into your retirement processing to allow your Retirement Services Officer (RSO) to obtain spouse concurrence. 
  The process is:
 the Soldier and spouse receive SBP counseling.  
 the Soldier makes an SBP election.  
 if the election requires spouse concurrence, the spouse is notified of the decision and given the opportunity to concur.  
 if concurrence is provided before retirement, the election is valid. 
 if it is not, the election is invalid and full spouse coverage is established, in accordance with federal law.   
 certified mail is used to obtain concurrence when the spouse cannot be present for counseling. 
  


.

@ Termination Feature @

* termination during one-time, one-year
window between 25th and 36th mo. after
start of pay

" Spouse concurrence required

= parred from future enrollment

* no refund of past premiums

= why the law change?
--acknowledges need for flexibility



Presenter
Presentation Notes
  Since May 17, 1998 the law has given all participants a one-time, one-year window  of opportunity - between the 25th and 36th month following start of retired pay -  to terminate their coverage.
  This requires spouse concurrence; there is no refund for past protection; and future enrollment is barred.
  Our advice:  two years into retirement, ask these two questions - 
   1) is my retired pay still a major part of our household income?
   2) have I adjusted my lifestyle to incorporate the cost of SBP into it?
  If you answer yes, recommend you take no action to dis-enroll.
  If you answer no, discuss termination with your spouse, whose concurrence you need, and take action to dis-enroll. 
  In any event, if you’re thinking about changing your SBP participation, why not make an appointment with your RSO to get an SBP “refresher” briefing to ensure you’re making the right decision for YOU? 


Six Election
Cateqgories

Spouse Only
Spouse & Child
Child Only

Former Spouse Only
FS & Child

Insurable Interest



Presenter
Presentation Notes
  Six SBP election options exist.   
  An election enrolls eligible beneficiaries within a category.  
  The most important feature about electing by category is this:
   -- The decision you make for each category you have available to you at decision time is binding.    
   -- In other words, if you have an eligible spouse or child who you do not enroll, then later gain a spouse or child, or simply wish you would have enrolled -- you have closed these categories forever!  Your only ability to change this decision might be through a future Open Season, of which there have been only five since 1972.  
   -- Conversely, if you DO enroll your eligible beneficiaries at election time, all future eligible persons in those categories will be automatically covered. 
  Let’s look at each category a little more closely now.



Spouse Election

provides annuity of 55% regardless of the surviving
spouse’s age

annuity paid forever (unless remarriage occurs pre-
55)

If remarriage ends, annuity reinstated
Increased by annual COLA

taxable as an annuity

cost stops when no beneficiary



Presenter
Presentation Notes
 The SBP annuity based on amount of retired pay covered.  
  The annuity is 55% of the base amount regardless of the annuitants age.  
  The annuity is infinite -- meaning, it’s paid for the surviving spouse’s lifetime!  It cannot be outlived!
  Also important is the fact that the annuity is inflation-protected by cost-of-living-adjustments, just like retired pay.  
  A spouse annuitant loses SBP eligibility by remarrying before age 55; but even in that case, SBP can be resumed if that remarriage ends.
  Former spouses are eligible for coverage under a separate category -- under the same cost and benefit rules as spouses.
  You only pay premiums while you have an eligible spouse beneficiary
 


Spouse & Child
Election ,S%

\%ﬁ—%
e spouse = primary beneficiary -

e children are secondary beneficiary and
receive the annuity only if spouse can't
(pre-55 remarriage or death) and they are
still eligible

e child cost is based on ages of member,
spouse & youngest child

 cost of child coverage - very low

 child cost stops when no eligible children

remain



Presenter
Presentation Notes
  Spouses are primary and children are secondary beneficiaries under this option.  That means that an annuity is not paid to the children unless the spouse first loses eligibility through remarriage before age 55 or death.  Even then, the children must be under 18 or 22 to be eligible. 
  Note that if an election is made for a former spouse and children, only the children which resulted from that marriage are eligible beneficiaries.  This means that if you gain children in the future, they could not be added to a “Former Spouse and Child” election.  However, if you elect “spouse and child” - all your children, of any unions, are eligible.



Child Only
Election 8,

« eligible until 18, or 22 if full-time, unmarried student
unmarried incapacitated child - eligible forever

(if condition was incurred pre-18 or 22)

e Itisrecommended that you research the impact SBP for a fully
disabled child may have on other benefits the child has or will receive.

« The NDAA 2015 allowed election of a special needs trust for an SBP
eligible unmarried incapacitated child. DOD is developing
iImplementing guidance.

e cost based on ages of member & youngest child
« all eligible children covered at one cost

e cost stops when no eligible children remain
 cheaper than “spouse” due to finite benefit

e costlier option than child when with spouse since child is primary
beneficiary

 annuity divided equally among all eligible children



Presenter
Presentation Notes
  This slide shows the basic rules for “child only” participation.
  Child coverage should be considered when determining your family’s needs.  
  And, since child costs are so low, we can think of  NO reason NOT to cover eligible children - either alone or as part of a  spouse & child election.  
  A child can receive more than one child SBP annuity.  This question is asked when both parents are military and retiring.
 Note:  It is recommended that you research the impact SBP for a fully disabled child may have on other benefits the child is or will receive.
  


Advice--Seriously Consider Child

Coverage!

e Q: Why bother to cover my 21-year old son
who graduates from college soon?

 A: Because....
— Incapacitation may occur while still eligible

— “closing” the child category when there are
eligible children closes it forever

— family complete? perhaps a step-, grand-, foster-
or natural child is in your future

e Cost stops when no eligible children remain
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“Insurable Interest” Election %

« Who Can Elect: unmarried Soldiers with no or one dependent child

 Eligible Beneficiaries: relative more closely related than cousin; or
business associate w/financial interest in Soldier (proof needed)

« Base Amount: Must be full retired pay

« Cost: 10% + 5% for each full 5 yrs younger beneficiary is than
Soldier (maximum 40%)

 Benefit: 55% of retired pay less SBP cost

 Loss of Beneficiary: May elect new beneficiary within 180 days of
current beneficiary’s death.

 In order for an Insurable Interest election for a medically retired
Soldier to be valid, they must live one year from retirement or if
they die within one year, death must not be attributable to a
medical condition for which they were medically retired.



Presenter
Presentation Notes
   SBP offers something to single Soldiers too.  They can cover  “a natural person with an insurable interest” if they are either unmarried with no children or have a sole dependent child. The child’s age or marital status is not considered.
  The insurable interest option allows a Soldier to protect a person who would be impacted by his/her death and loss of retired pay.  Its main use is by single Soldiers who are the sole support of a family member, perhaps a mother, father or sibling.
  It is relatively expensive, as shown on the next slide.  Proof of financial interest is required when the named beneficiary is unrelated or is more distantly related than first cousin.
  If you gain a spouse or child after retirement, you have one year to change your election to protect someone in the newly-gained category.
  Since Oct. 1994, this coverage may be cancelled at any time.
  Effective 24 Nov 03, if retired for disability and death occurs within one year of retirement for a cause related to a disability for which retired, Insurable Interest election is invalid with the exception of Insurable Interest elections made for a dependent authorized a Military ID Card.  Premiums paid will be refunded to designated beneficiary.  Does not apply to length of service retirees.
  Effective 17 Oct 06, when the beneficiary dies, retiree may elect a new Insurable Interest beneficiary within 180 days.  
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Former Spouse (FS) “Particulars”

/ﬁ =
e Former spouse SBP coverage can be: & \
e purely voluntary /

e incorporated into a written agreement
e court-ordered

« If divorce prior to retirement:

o If court ordered, Soldier should elect former spouse at
retirement or could be held in contempt of court

« Former spouse can provide DFAS-CL divorce decree with
subsequent court orders plus a DD Form 2656-10 (Survivor
Benefit Plan (SBP)/Reserve Component (RC) SBP Request
for Deemed Election) within one year of the court order first

awarding former spouse SBP
« FS coverage can be changed if court order is
amended or vacated by former spouse’s death



Presenter
Presentation Notes
  Former spouse SBP issues remain among the most emotional and most misunderstood within both the active and retired military communities. 
  The main point we want to stress is that passage of the Uniformed Services Former Spouses’ Protection Act in 1982 did not change the basic premise that retired pay entitlement rests with the retiree.
  What it DID do was give state courts legal authority to order retiring members to elect “former spouse” SBP coverage; or a retired member to convert existing spouse coverage to former spouse.  Do not confuse this with the issue of a court dividing one’s retired pay - a separate matter.
  If divorce occurs during active duty and the court orders the Soldier to elect FS coverage at retirement, the following applies --
   (1)  The Soldier has no action to take until retirement, at which time he/she should comply with the court order to avoid being in contempt of court - regardless of the Soldier’s marital status at retirement. 
   (2)  The former spouse has one year from date of divorce to submit a request for a deemed former spouse election on a DD Form 2656-10, Survivor Benefit Plan (SBP)/Reserve Component (RC) SBP Request for Deemed Election.  Attach a copy of the divorce decree, any subsequent decrees, and settlement agreement. This must be done within one year of the date of the divorce decree.  The election will be deemed if the member fails to make the required election. 
I  f divorce occurs after retirement, the court can order a retiree to cover a FS only if that FS was the retiree’s covered “spouse” beneficiary previously.  They cannot order a member to enroll the former spouse in a plan in which he/she do not participate.  
  When former spouse coverage IS ordered, either party can make a written request within one year of the divorce to facilitate the switch in category.
  If action is not initiated within one year of court order awarding FS SBP, the FS SBP option is lost.



@ _
.\|
No Beneficlary at Retirement? 47/

=

 Keep SBP literature

« Keep “Echoes” -- RSOs’ ph. nos. listed

e Contact nearest RSO for a new briefing as soon as
eligible beneficiary Is gained

e Decision whether or not to enroll new family
members MUST be made within one year of
gaining them

 New spouse becomes eligible at 1-year
anniversary. (SBP costs do not begin until then)



Presenter
Presentation Notes
  It is important to note that Soldiers without a spouse or children on date of retirement may have future options. Since they have no eligible beneficiaries now, they have not closed the door on future enrollment. 
  If that is you - “What action should you take if you gain eligible family members after retirement?”
  The answer - “Contact a Retirement Services Officer for a refresher briefing to help you decide if SBP has a role to play in your new family circumstances.”
  Most importantly, remember the ONE YEAR time limit on making all SBP changes. 
  In you gain a child, the coverage is effective upon your request.  If you gain a spouse, while you MUST take the action BEFORE your one-year anniversary (i.e., make a written request and provide a marriage certificate) -- a spouse gained after retirement is NOT eligible until completing one year of marriage, or earlier, if a child is borne of the marriage. 


Base Amount

amount of retired pay (in dollars) participation is based
on

minimum, by law = $300
maximum, by law = full retired pay
may choose any $$ amount between

Soldiers retiring under CSB/REDUX may choose full
base amount based on retired pay they would have
received under High-3.



Presenter
Presentation Notes
  Now, let’s turn our focus to SBP’s cost.  
  The base amount is the dollar amount of retired pay selected by the Soldier, upon which both the cost and benefit are based.  
  During this briefing, SBP costs & benefits are referred to in “monthly” terms.  The SBP “benefit” is called an annuity, which is defined as any regular, continuing payment.
  The base amount can be any dollar amount between the minimum allowed by law  of $300/month, and the maximum  - your full retired pay.
  Soldiers with a Date Initially Entered Military Service (DIEMS) of on or after 1 Aug 1986 who elected the $30,000 Career Status Bonus (CSB) will receive a reduced retirement if they retire with less than 30 years of service.  However, the law allows these Soldiers to elect SBP coverage based on the unreduced retired pay.  The Soldier can elect a full base amount for SBP based on either the CSB/REDUX they will receive or the High-3 method they would have received if they had not elected the CSB. 
  The DoD Actuary’s SBP valuation disk demonstrates what base amount gives you the “most bang for your retirement buck,” so-to-speak -- meaning, which base amount maximizes the value of your retired pay.
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SBP Cost Formula
(Spouse Only)

Formula:
- 6.5% of base amount selected
- cost lowered In Mar ‘90

Examples:
Base Amount: $2000 $3000 $4000
Cost (6.5%) $ 130 $ 195 $ 260

Annuity provided:  $1100 $1650 $2200



Presenter
Presentation Notes
  The decision that’s been made by someone who participates in SBP is fairly straight-forward:   they choose to receive reduced retired pay during THEIR lifetime in order to continue a portion of their pay after their death.  
  Conversely,  one can say that retirees who do not participate have elected to receive full retired pay during their lifetime, knowing that their full retired pay will die with them.
  Since SBP was designed primarily with military spouses in mind, let’s examine first costs and benefits associated with spouse coverage.  (Former spouse costs and benefits follow  the same rules.) 
  Simply put, spouse coverage costs 6.5% of the base amount selected.  We’ve said that the base amount is any amount between a minimum of $300 and a maximum of your full retired pay.
  Back when the cost was reduced in 1990, the so-called competition began to fall away.  Truthful insurance & investment competitors began to advise Soldiers that their product couldn’t beat SBP, but should be used as a supplement to it.  
  No similar private survivor program we know of matches SBP’s 6.5% tax-free cost, and other features.


(Ages: Member=44; Spouse=41; Youngest Child=12)

Monthly Cost

Base Spouse Spouse Child Annuity
Amount Only & Child Only Amount

$4000 $260 $260.52 $ 8.00 $2200
$3000 $195 $195.39 §$ 6.00 $1650
$2000 $130 $130.26 $ 4.00 $1100




Monthly Cost
Base Spouse Spouse Child Annuity
Amount  Only & Child Only Amount

$4000 $260 $260.04 $ 6.00 $2200
$3000 $195 $195.03 $4.50 $1650
$2000 $130 $130.02 $3.00 $1100

This chart shows the relationship of the costs for Spouse, Spouse
and Child, and Child Only SBP. For Child Only the child is the
primary beneficiary and the cost is significantly higher than the
child cost for Spouse and Child where the child is a secondary
beneficiary and the spouse is the primary beneficiary.


Presenter
Presentation Notes
  


SBP’s Real Cost

Retired Pay

SBP Cost

Taxable Pay

Tax Paid (28%)
Tax Savings
Actual SBP Cost $

NO SBP* SBP

$2,000 $2,000
$ 0 $ 130
$2,000 $1,870
$ 560 $ 524
$ 0O $ 36
0 $ 94

* The SBP participant receives a $36/month tax
savings — and a future survivor benefit of $1,100.
Tax rates will vary base on each individual’s

financial situation.
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“Threshold”
Amount

10

= Portion of base amount which costs 2.5%

= Only applies to Soldiers whose Date Initially Entered Military
Service (DIEMS) date was prior to 1 Mar 90, medical
retirements, or reserve non-regular age 60 retirement.

* Indexed annually to AD pay raise(s)
= |nstead of a $300 base, cover base amount at 2.5%
= Effective 1 Jan 15

Base Cost Annuity
Threshold $776 $19.40 $427
Minimum $300 $ 7.50 $165
Difference $476 $11.90 $262


Presenter
Presentation Notes
  For Soldiers who determine that their family doesn’t need the benefit provided by covering full retired pay, the term “threshold amount” may be of interest. 
  The “threshold” is the portion of the base amount which costs 2.5%.  Only applies to Soldiers whose Date Initially Entered Military Service (DIEMS) was prior to 1 Mar 90, medical retirements, or Reserve non-regular retirement based on age and points.
   Minimum participation of $300 is set by law and never changes.  However, the threshold amount increases periodically (annually or semi-annually) based on the active duty pay raise percentage.  
  The rationale for this is that as one’s active duty pay rises over the course of a career, a relative increase of the lowest amount which costs 2.5% is considered appropriate, to keep pace.  This indexing feature began in 1986.
  While it remains most advantageous for most Soldiers to cover full retired pay as the base amount, for those who can’t see clear to do that,  covering a reduced base amount (at least the threshold amount), should be considered.  
  As this example shows, the increase in the cost of covering $300 as a base amount versus minimal, while the resulting annuity increase is fairly significant.



=

Can | Tailor SBP To Meet My Needs?
Yes....Think “Base Amount”

Challenge: What base amount should | cover to
meet our needs?

Solution: Divide the goal amount by 55%

Examples:
$2000 annuity -- choose $3636 as base
$1000 annuity -- choose $1818 as base



Presenter
Presentation Notes
  If you conclude after studying SBP that your family’s needs can be met by covering less than your full retired pay, this slide shows you  how  to personalize your participation. 
  First, determine your goal - what annuity you wish to produce for your family (considering all other guaranteed sources of survivor income).
  Then, divide that goal amount by .55 (or 55%) to determine how many of your retirement dollars you should cover as your base amount to achieve that result.


“30-Year Paid-Up Provision”

« effective 1 Oct 2008
* no further cost (but annuity payable)
. AFTER...

« 30 years of paying SBP Premiums
(360 payments)...

. AND

« reaching age 70



Presenter
Presentation Notes
  Our last item on “cost” is this.  
  Legislation passed in 1998 provides that SBP will reach “paid-up” status for members when they make 30 years of payments (360 monthly payments) and reach age 70.
  “Paid-up” = no further cost obligation; but the annuity remains payable to your designated beneficiary.
  Remember that adding this paid-up feature results in stopping premium from a significant number of participants; yet continuing the governments obligation to pay annuities. 
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Five Main Points When Comparing SBP /
to Life Insurance |

« It takes a surprising amount of insurance to do for the spouse
what SBP will (based on averages).

« It will take a lot more insurance if the spouse outlives the retiree
by the longest period of time.

« The amount of insurance needed over time rises due to inflation.

« Even though insurance may appear to be an inexpensive
“alternative” at retirement, it's harder to obtain and increasingly
expensive as you age.

 If retired for disability, insurance may be very expensive or
even iImpossible to obtain due to existing medical conditions



Presenter
Presentation Notes
  Consider these four main points:
   1-- (Read First bullet)  See the from the DOD Actuary program to see exactly how much term insurance is needed to replace SBP. 
   2-- (Read Second bullet)  Since you don’t know how many years your spouse might outlive you, determining what is adequate regarding insurance is impossible.  A crystal ball is not needed with SBP - it simply cannot be outlived. 
   3-- (Read Third bullet)  SBP’s inflation-fighter is its guaranteed cost-of-living adjustments (COLAs).  Increasing life insurance is needed as one ages, due to inflation’s eroding effect on the dollar’s purchasing power. 
   4-- (Read Last bullet)  Try to adjust your thinking from short-sighted to long-term.  When you limit your view, life insurance may appear more attractive (i.e., cheaper) than SBP.  But, if you compare SBP costs and benefits with life insurance costs and benefits for each year in the future, you’ll see that insurance costs must increase dramatically based on the insurer’s increased risk of paying a policy.  Since SBP simply protects your ever-increasing retired pay, its value rises at the same rate -- even after it begins to be paid as an annuity.


=
Replacement Value of Annuity

Ret Pay: $5000
Member's Age: 43 Spouse’s Age: 42

Spouse’s Age Annual After-Tax Replacement

At Soldier’s Death SBP Annuity Value of SBP*
42 $29,700 $830,444
53 $38,752 $944,099
63 $52,079 $998,434
73 $69,990 $939,095
83 $94,061 $738,339

*Face value of insurance needed to equal SBP benefit.
Assumes an inflation amount of 3% and return on invested insurance of 5.75%.
Based on DOD Actuary SBP Program, Spouse will live to live to 86.

Note: To access this program go to DOD Actuary homepage, ww.dod.mil/actuary/,
click on “SBP Programs.”



Presenter
Presentation Notes
  This is an abbreviated version of one of the Actuarial printouts available to you (on the Army RSO homepage and through your RSO).  
  Represented is the amount of insurance a 43-year old, male, with a 42-year old, spouse, protecting $5000 of monthly retired pay, needs in order to provide the same benefit as SBP.
  Assumes an inflation amount of 3% and return on insurance of 5.75%.   
  The first year, $830,444 of insurance is required to provide the same benefit as SBP.  
  If the member died at age 73, the spouse would, by the Actuary tables, collect SBP for 13 years and the insurance required to replace the insurance is $939,095.  
  No smoke and mirrors here.  The Actuary’s program gives you the interest, inflation and tax rates, any of which you can change; if you like.
  Remember, effective 2008 there are no premiums paid for SBP after age 70, and 30 years of payments.
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Replacement Value of Annuity
Ret. Pay: $3000

Member’'s Age: 42 Spouse’s Age: 41
Spouse’s Annual After-Tax Replacement
Age at Death SBP Benefit Value of SBP*

43 $17,820 $433,516

51 $23,949 $598,904

61 $32,185 $635,844

71 $43,254 $614,876

81 $58,130 $513,003

*Face value of insurance needed to equal SBP benefit.
Note: This program can be accessed on the DOD Actuary homepage,
www.dod.mil/actuary/



Presenter
Presentation Notes
  This is the scenario for a 42-year old, male with a 41-year old spouse.  This example uses a pay entitlement and SBP base amount of $3000.
  The figure $433,516 represents the amount of an insurance product this retiree needs to have in place to equal the SBP benefit If death is immediately at retirement. 
  For this member, at age 72,  SBP is no-cost.  Remember, starting in 2008 there are no premiums paid for SBP after age 70 and 30 years of SBP premium payments.
  This spouse may live longer than the actuarial average.
 

http://www.dod.mil/actuary/

Replacing SBP with Life Insurance
Proceeds--How Long Do They Last?

Retired 2012 B
Ret Pay = $2,695; Life Insurance = $400K), SBP =$1,482 &

3% Average Inflation 6% COLA Average
Death Spouse Insurance After-Tax Death Spouse Insurance After-Tax
Year Age Proceeds SBP Year Age Proceeds SBP

2032 60 $400,000 $28,772 2032 60 $400,000 $53,278
2042 70 $239,475 $38,668 2037 65 $174,943 $71,298
2048 76 $ 3,802 $46,171 2039 67 $ 6,226 $80,111

In this example , replaces SBP with insurance and dies after 20 years of retirement

With inflation, SBP increases with COLA while insurance remains constant

Assumes return on invested insurance of 5.75%, spouse lives to 84, and insurance replaces SBP
With 3% COLA average, spouse’s insurance proceeds run out at age 76

With 6% COLA average, spouse’s insurance proceeds run out at age 67

Note: Program available at_www.dod.mil/actuary/, click on “SBP Programs.”



Presenter
Presentation Notes
  This example, based on $2,695 retired pay and SBP base amount, illustrates how long $400,000 of life insurance lasts when withdrawn in the amount equal to the annual SBP annuity based on different COLA averages.   
  If death occurs in this example in 2032 after 20 years of retirement, and spouse is 60.  
  With an average COLA increase of 3%, a $400,000 life insurance policy is depleted in 16 years when the surviving spouse is 76.  That doesn’t take into account purchase of any big-ticket items, paying off a mortgage, financing education, etc.  
  With an average COLA increase of 6%, a $400,000 life insurance policy is depleted in 7 years when the surviving spouse is 67.  
  That doesn’t take into account purchase of any big-ticket items, paying off a mortgage, financing education, etc. 
  Since a spouse life expectancy is 86, with 3% average COLA the spouse lives 10 years without insurance proceeds to replace SBP.  With a 6% average COLA, the spouse lives 19 years without life insurance proceeds to replace SBP. 
  Most importantly -- SBP continues for a lifetime, increasing by COLA.  In this example, the spouse can live well past the expected life expediency. 
 


SBP Cost of Living Adjustments (COLA)

Yearly SBP The effects of COLA on SBP over 40 years for a SFC with a
Annuity $2,400 SBP base amount, yearly annuity is $15,840 in 2015.

$180,000
2128’888 ~—3% Avg COLA2 _A$153,704
5120’000 --4.83% AVG COLA /

/ $99,700

$100,000 —A—6% AVG COLA
$80,000 // /
$60,000 -

$40,000 /:////* $50,166
$20,000
¢.  $15,840

I I I I
10 Yrs 20 Yrs 30 Yrs 40Yrs

You pay in today’s dollars for an SBP annuity paid in future dollars*

» 3% COLA represents current average inflation

» 4.83% COLA represents inflation average over previous 40 years
0 . .

* 6% COLA represents moderate inflation All calculations made using DOD Office of the Actuary tables

** SOURCE: US Dept. of Labor, Bureau of Labor Statistics


Presenter
Presentation Notes
This slide shows what happens to SBP based on COLA raises to SBP due to inflation.  While the increases in SBP are dramatic over time, in actuality the buying power of the annuity remains the constant.  Insurance does not increase over time based on inflation without purchaceing additional insurance.


Years Required for Annuity to Exceed Premiums Paid

L ength of time

Premiums Paid

> Years
10 Years
15 Years
20 Years
25 Years
*30 Years

for Spouse SBP

_——ee >

Years for Annuity to
Exceed Premiums Paid

8 Months

1 Year, 1 Months

1 Year, 6 Months

1 Year, 10 Months

2 Years, 2 Months

2 Years, 5 Months

*No further cost after 360 (30 years) premium payments and age 70)

(Based on data provided by the DOD Actuary Office)
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Medical Retirement
SBP Considerations

— "\ ~—

o Soldiers being medically retired need to

consider the following in their SBP decision
— SBP and Dependency and Indemnity Compensation (DIC)
— Special Survivor Indemnity Allowance (SSIA)

— SBP coverage for survivors, if VA determines death is not
service connected and DIC is not payable

— Withdrawal from SBP based on a VA Total Disability
Rating
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Presentation Notes
As stated.
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“SBP and Dependency and Indemnity

e SBP and DIC

Compensation (DIC) @'ﬂf

DIC is a tax free annuity payable to survivors only if retiree’s
death is determined by the VA to be service connected

SBP provides annuity if death is not determined to be
service connected

Spouse SBP is offset dollar for dollar by DIC currently

SBP premiums are refunded to the spouse for any portion of
SBP that is offset by DIC

Surviving spouse receives any portion of SBP that exceeds
DIC

Based on a court case, a surviving spouse authorized both
SBP and DIC will receive both if remarried after age 57
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If not rated totally disabled there is no guarantee that death will be considered service connected by the VA and the spouse will receive DIC.



j*
Special Survivor Indemnity Allowance (SSIA)

« SSIAis only paid to surviving spouses whose SBP annuity Is
fully or partially offset by DIC.

e SSIA will be paid to the surviving spouse if:
e Receiving DIC

* Receiving an SBP annuity either partially or completely
offset by DIC

« SBP offset by DIC is at least equal to the SSIA
 Payments will be paid in the following monthly amounts:
— 2015, $200; 2016, $275; 2017, $310 o
—Ends 1 Oct 2017 unless extended by Congress
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As stated.
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SBP/DIC Survivor Scenarios

Situation: Deceased retired SFC, 80% VA disability employable
Monthly VA/DOD Surviving Spouse Compensation

2000 - $1920
$1720
1500 $1254.19 ZEr
1000 - DIC $0
500 _ @
O |
Scenario 1 Scenario 2 Scenario 3 Scenario 4
SBP Elected? Yes No Yes No
Death Service No Yes Yes No
Connected?
SBP/DIC Offset No No Yes No
SBP Annuity $1720 No $465.81 No
DIC Annuity No $1254.19 $1254.19 No
SSIA No No $200 No
SBP Premium No No Yes for portion No
Refund? offset by DIC



Presenter
Presentation Notes
This slide shows an example of the financial considerations that a retiring Soldier with a VA disability must consider.  Since the VA has not rated the Soldier as totally disabled, there is no guarantee that death will be service connected and the spouse will receive DIC.  SBP provides coverage to ensure the surviving spouse does not face the prospect of receiving no survivor compensation as depicted in scenario four. If the death is service connected and DIC offsets the SBP, the surviving spouse will receive a refund of SBP premiums paid for the portion offset, any SBP that exceeds the DIC amount, and SSIA due to the Offset of the SBP by DIC.  Below are an analysis of the four scenarios in the slide.

Scenario One:  SBP elected and $1,720 SBP annuity.  (Since VA determined death was not service connected,  surviving spouse receives no DIC.)  No SSIA paid because there is no offset of SBP by DIC.
  Scenario Two:   No SBP  elected.  VA determined death service connected so VA pays surviving spouse $1,254.19 DIC.  No SSIA paid because there is no offset of SBP by DIC.
  Scenario Three: SBP elected and $1,720 SBP annuity paid. Based on VA determination death was service connected, VA pays surviving spouse $1,254.19 DIC which offsets $1,254.19 of SBP annuity.  Surviving spouse paid $465.81 SBP that exceeds DIC.  Surviving spouse refunded all SBP premiums paid for SBP offset by DIC.  $200 SSIA paid surviving spouse due to SBP/DIC offset.  Surviving spouse receives total of $1920.  
  Scenario Four:  No SBP elected.  VA determined death not service connected.  No SSIA payable.  Surviving spouse receives no survivor annuity from the VA or DOD.  SBP coverage would have ensured an annuity to the surviving spouse if VA determined the death to be not service connected as shown in Scenario One above. 


=

&= \\/ithdrawal from SBP Based on VA Total

Disability Rating e

e You may withdraw from SBP, if you have a service- connected

disability that has been rated by the VA as totally disabling for not less

than five continuous years from the date of retirement --or— if

awarded after retirement for ten or more continuous years.

« Withdrawal is allowed because surviving spouse will qualify for DIC

benefits because VA will presume death is service-connected

« SBP provides coverage for survivors when death not service

connected

 When a retire who withdrew for total disability dies, when VA verifies

DIC will be paid, the surviving spouse receives a full refund of all SBP

costs paid for portion of SBP offset by DIC

Note: If not rated by VA as totally disabled for the above

timeframes, there is no guarantee VA will determine death is

service connected and your survivors will receive DIC,
- 0]
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Payment of SBP Cost when Retired Pay Is
Completely Offset by VA Disability Pay

If your VA disability compensation completely offsets your retired pay, there is no
automatic deduction of monthly SBP premiums

— Unpaid SBP premiums carried over into a new billing month will accrue a six (6)
percent interest fee

By submitting a DD Form 2891 (Authorization For RSFPP and or SBP Costs
Deductions) to your servicing VA office, you can authorize VA to deduct your SBP
premiums from your VA disability compensation and pay directly to the Defense
Finance and Accounting Service or you can also pay SBP premiums by direct
payment to the following address:

Defense Finance and Accounting Service
DFAS-CL, SBP and RSFPP Remittance
P.O. Box 979013

St. Louis, MO 63197-9013

Do not submit an SBP premium direct payment or by submitting a DD Form 2891 to
VA until DFAS provides a Retired Account Statement (RAS) informing you that your
retired pay is offset by VA disability
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As Stated.
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SBP POSITIVES —
« Government-subsidized plan
o Tax-free premiums O
 Inflation-adjusted annuity

* Level-term plan annuity of 55 percent

 Age, health, smoking, sex, lifestyle -- not considered
 Flexible: can terminate between ret years 2-3

o “Paid-up” after 30 years paying premiums + age 70

e Survivors cannot outlive annuity

« Costintoday’s dollars; benefit in tomorrow’s dollars

« Can only be changed by Congress

* Income safety net; peace of mind

« Every active duty Soldier enrolled at no cost from Day One
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  As stated.  
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Life’s Certainties?

Civilians:
1--death
2--taxes

Retirees:
3--Can’t outlive retired pay
Annuitants:

4--Can’t outlive SBP annuity
43|
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For More SBP Information....

Log on to:

http://soldierforlife.army.mil/retirement/

contact. your nearest retirement
Services Officer (RSO)

~
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  As stated. 


REMEMBER
RETIRED PAY STOPS

WITH THE DEATH
OF THE RETIREE!
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Presentation Notes
If your retired pay ending at your death will be a hardship to your family, you need to consider continuing a part of your retired pay for your survivors through SBP.
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