TRAINEE GUIDE                                        R-501-0005A

OUTLINE SHEET

SURVIVOR BENEFITS PLAN (SBP)
A.
Introduction
Retired/Retainer pay stops upon a member' death.  To ensure a member's family continues to be provided for after the retiree's death, it is imperative that the retiring member is counseled prior to separation regarding the applicable Survivor Benefit Plan.  SBP and RC-SBP are the only methods of insuring a retirement annuity for survivors through the government.  Without it, survivors will not only lose monetary entitlement, but also face the potential loss of other benefits gained through the member's service.

B.
Enabling Objectives
5.13 DESCRIBE Survivor Benefits Plan (SBP) per 

          BUPERSINST 1001.39 (Series) and BUPERSINST 1750.11

          (Series).

     5.14 DESCRIBE Reserve Component - Survivor Benefit Plan

          (RC-SBP) per BUPERSINST 1001.39 (Series).

     5.15 DESCRIBE Supplemental Survivors Benefit Plan 

          (SSBP) per BUPERSINST 1001.39 (Series) and 

          BUPERSINST 1750.11 (Series).

C.
Topic Outline
1.  Describe SBP

   
2.  Describe RC-SBP

     3.  Describe SSBP

4.  Review and Summary

5.  Assignment


SURVIVOR BENEFITS PLAN (SBP)
Introduction
SBP provides a monthly income to survivors of military retirees after retired pays stops.  It is the only program available to the military services to provide continuing source of income to survivors of military retirees.  SBP/RC-SBP--like retired pay--are adjusted with cost-of-living increases at the same time and at the same rate as retired pay.  SPB/RC-SBP premiums will always remain in the same proportion to your retired pay as they are on your date of retirement.

References
1. BUPERSINST 1001.39 (Series), Administrative Procedures


for Naval Reservists on Inactive Duty

2.
BUPERSINST 1750.11 (Series), Survivor Benefit Plan

Information

1. Terms and beneficiary elections

a. Base Amount – A dollar amount designated by the


member at the time of election.  This figure is


used to calculate the costs and annuities of the


program.  No one will ever receive the "base 
amount".  It is only a figure used for calculations.

(1) The maximum base amount figure is:

(a) The full amount of retainer/retired pay to


which the member is entitled, or

(b) Any future retainer/retired pay the member


becomes entitled to by virtue of:

(1) Recall to Active Duty

(2) Transfer from Temporary Disability Retired list (TDRL) to the Permanent Disability Retired List(PDRL)

 3)
Advancement.

c. The minimum base amount is $300 or the full retainer/retired pay if that pay is less than $300.

d. 
A member may elect the full amount for coverage or      any amount less down to the minimum.

(2)
Annuity - The monthly amount payable to the designated beneficiary.  This is the primary benefit of SBP and RC-SBP.

(3)
Spouse(Widow/Widower) - For a spouse to be considered as such for SBP/RC-SBP one of the following conditions must exist:

(a)
Must have been married to retiree from when the member became eligible for retired pay until the death of retiree.

(b)
If the marriage occurred after member retired, the marriage must have existed for at least one year prior to death or the spouse must be the parent of a living child from the marriage (the child need not be born at time of death).

(4)
Dependent Child(ren) - Must reside in a natural parent-child relationship with the member. 

(a)
Acceptable relationships for children include:

1)  Natural child

2) Adopted child

3)If the member provides 50% of the support costs for the child: a foster child or a grandchild.

(b)
To be covered under the survivor programs children must be:

1) unmarried

2) under 18 years old

3)  under age 22 if enrolled as a full time        student

(c)
There is no age limit for children who became incapable of self-support prior to 18 years of age (22 if enrolled in school).  The disability need not be permanent.  If the disability is not permanent, it must be revalidated every two years.

(5)
Election - The act of choosing both the base amount and types of coverage under SBP or RC-SBP.  The election is normally done in conjunction with the retirement paperwork package.  For SELRES this election must be made within 90 days of receipt of NOE for Retired Reserve Status.  There are seven different possible elections under SBP.

(a)
"Decline to Participate" - Irrevocable for current and all future dependents.  Spousal concurrence required when a married member does not elect coverage.

(b)
"Spouse Only" - Any current dependent children are not covered under this option.  The member may elect to cover the spouse at full or reduced base amount.  If a member elects to cover the spouse at less than full coverage, spousal concurrence is required.

1)
If spouse dies before retiree, coverage may be suspended by notifying Defense Finance and Accounting Service-Cleveland Center (DFAS-CL).

2)
If a widowed retiree remarries, member has one year to notify DFAS-CL to provide coverage for new spouse.

3)
If child(ren) are acquired after retirement, the member has one year to notify DFAS-CL to cover them by changing their election.

(c)
"Spouse and Dependent Child(ren)" - Covers both spouse and all current children.

1)
Annuities paid to child depending on child status.

2)
Automatic coverage is based on full base amount.

(d)
"Dependent Child(ren)Only"- At full or reduced amount.  If a member remarries after choosing this election, the new spouse may be covered by changing the election if DFAS-CL is notified within one year.  If additional children are acquired after retirement, they may be covered if DFAS-CL is notified within one year.

(e)
"Insurable Interest" - This is a coverage for any person who has a reasonable expectation of financial support form the retiree, whether or not that person is related to the member.  There is no age limit for this coverage.  Once covered, an insurable interest may be paid an annuity until death.  As this is an unusual type of coverage, there are unique rules and a special cost formula:

1)
Insurable Interest coverage is always computed using the full amount of retainer/retired pay.

2)
Spouses may not be covered under Insurable Interest.  A child may only be covered if the member is single on the date of retirement and has only one dependent child.

3)
If a member was single at time of retirement and later remarries, this election may be dropped to allow coverage of the new spouse/children.  Once dropped, the election may not be reinstated.

(f)
"Former Spouse" - Married to the former spouse at least one year or married less than a year and has a child from that marriage.

(g)
"Former Spouse and Dependent Children" - A coverage for divorced members similar in scope to "Spouse and Dependent Children".

b.
Survivor Benefit Plan (SBP)

(1) Eligibility:  This program is available to members     who will soon be receiving retirement/retainer pay.     This includes:

    (a) Active duty members who are preparing to retire    or transfer to the Fleet Reserve, and

    (b) Naval Reserve retirees who are age 60 who did     not elect to participate in the Reserve           Component.

     (2)
Program Requirements.  Decisions regarding SBP         must be made at least 45 days prior to effective       date of retirement.  These decisions include:

     (a) Election of coverage under the program;           including non-participation.  The specific        election available are dependent upon the         member's dependency status at time of             retirement.

     (b) Election of the base amount for a member's        coverage.  This decision will effect both the     cost and benefits of the program to a member.

     (c) These elections are submitted via the Navy        Retire / Retainer Pay Data Form (NAVCOMPT         2272).  Completion of this form is a              requirement for requesting retirement/          transfer to the Fleet Reserve.

    (3)   Elections.  The list of possible elections from        which a member can choose is based upon the            member's dependency status at time of retirement.

    (4)
Cost and Benefits of SBP.  All cost and benefits       of this program are determined by the initial          election of the base amount by the retiree.

(a) Cost - The cost of the program varies    

                    depending on which election was selected.

      1)  The cost for "spouse only" and "former       spouse" coverage is 6.5% of the base         amount.

      2)  Cost for any coverage, including             "dependent children only" will be            slightly more than 6.5% figure for"   

          spouse only", depending on the age and 

          number of children.  Costs under these 

          elections will continue at a slightly 

          higher rate, even if the children are no 

          longer eligible to receive benefits.

    3) "Insurable Interest" cost varies with        difference in ages between the retiree and   the insured.  The base amount is always      equal to full amount of the retires 

       /retainer pay.  Cost is 10% of base   

       amount plus 5% of the base amount for each   5 year increment of age difference.  Age     differences are rounded down.

  a)
Example: a divorced 42 year old member who receives $2000 a month in retirement pay elects insurable interest for one child, a five year old boy.  The cost for this coverage is 10% of $2000 ($200) plus 5% for each 5 year difference in age (37 years difference 7 five year increments = 35% of base amount, or $700).  Total monthly cost form this coverage is $900.

 b)
The reason this coverage is more expensive than "dependent child only" coverage is that coverage for a child ends when the child reaches age 18 or 22 if a full time student.  Insurable interest only ends upon the death of the child.

(5)
Annuity - The monetary benefit of SBP is 55% of the elected base amount.  

(6)
Cost of Living Allowance (COLA) Effects - When a COLA increases the member's retirement income, the base amount also increases.  This increases the cost and annuity of the program by an equal amount.

2
Reserve Component - Survivor Benefit Plan (RC-SBP)

RC-SBP is designed to provide a member of the retired Reserve without pay an opportunity to select guaranteed protection for their survivors.  Prior to 1978 there was no provision for a reservists who retired without pay to elect coverage under SBP until just before their 60th birthday.

     a. With the advent of RC-SBP, members of the Retired      Reserve without pay may insure their families          against the loss of a portion of their retirement      income.  Now Reservists may elect coverage within 90    days of being officially notified that they are        retirement eligible  (through a Notification of        Eligibility (NOE)).  If a member dies on Annual        Training (AT) after becoming eligible for retired      pay, the member's spouse will receive Dependency and    Indemnity Compensation (DIC) in addition to an         annuity equal the difference between DIC and the       annuity paid under SBP.

   b.  Elections.  Participation elections are the same as    the active duty SBP and are dependent upon the         member's dependency status at time of transfer to the   retired reserve without pay.  Program Options under    RC-SBP.  In addition to making elections regarding     coverage and base amount, a reservist must choose      when a survivor receives their annuity by electing on   of the following options:

  (1) Option A - "decline to participate"

 (a)  Spousal concurrence required.  If member dies prior to age 60, dependents receive no RC-SBP. (However, eligible family members may still receive limited benefits). 

 (b)
 At age 60, the member will be given an       opportunity to elect SBP coverage.

  (2) Option B - Spousal concurrence required.  Elects to participate with a "deferred annuity".  Annuity is deferred until the date the decease member would have reached age 60.

  (3) Option C - elects to participate with "immediate  payment of annuity".  Payment begins immediately  after member's death, regardless of age.

    c. TERMINATION PROVISIONS 

       SBP elections, like all pension survivorship plans, are          generally permanent and irrevocable. However, SBP has            several unique features which make it flexible enough            to accommodate most changes in one’s family.

       For example, you know that if your spouse dies or you            become divorced, premium reductions in your retired pay          are suspended.  If you remarry, you may withdraw from            both SBP and SSBP during the first year of marriage.             (You cannot withdraw only from SSBP) 

       SBP elections for child coverage are also suspended              once a child becomes ineligible to receive benefits due          to age.

       SSBP coverage can also be terminated after retirement if a        member voluntarily changes an SBP election to a former           spouse election. Additionally, a retiree may disenroll           from SBP between their second and third year anniversary         in the plan.DFAS-CL will supply the retiree an affidavit         for spousal concurrence for that purpose. Disenrollees           must be aware that this is an irrevocable decision, there        is no turning back once the disenrollment application is         processed.  There is no refund of premiums paid in the           plan.

    There are also two other circumstances under which a retiree     may terminate an SBP election:

   (1) If you enter Civil Service after retiring from the Navy      and later decide to waive your Navy retired pay so that      you can apply your years of naval service to retirement      under the Federal Employees’ Retirement System (FERS), you    may terminate your Navy SBP if you enroll in FERS SBP. If    you combine service, but do not enroll in FERS SBP, your     military SBP election would remain valid. Since you would    no longer be receiving retired pay from the Navy, you        would have to pay your SBP premiums by direct remittance     to DFAS-CL. If you do not combine service, you may also      enroll in FERS SBP, and your survivor(s) would receive       both benefits.

   (2) The second condition involves retirees rated totally             disabled by the Department of Veterans Affairs (VA). 

       Members rated totally disabled by the VA when they retire        may withdraw from SBP after 5 continuous years of being so        rated. Members who become rated totally disabled by the VA        after they retire may withdraw from SBP after 10                 continuous years of such rating. Withdrawal is permitted         in these cases because the retirees’ deaths will be              presumed to be service-connected regardless of the actual        cause of death. Their surviving spouses, therefore, would        be entitled to receive DIC from the VA.

       (a) RC-SBP Costs.  The cost of RC-SBP is unique because no            payments are made for coverage until the member                  reaches age 60 and receives retirement pay.  RC-SBP              cost is actually two parts, the SBP component and the            RC-SBP cost.

 (1)
Costs are the same as for SBP, plus an additional actuarial charge to pay for coverage during the period prior to age 60.  No dependents will ever pay this amount; only the member will pay SBP component cost.

 (2)
The RC-SBP component cost is minimal (normally about 2.5 percent of the base amount).  The member will pay this amount in addition to the SBP component once retirement income is received.  When a survivor receives the RC-SBP annuity, that annuity will be reduced by the RC-SBP component cost.

 (3)
If member dies before reaching age 60 and has elected either option "B" or "C" the survivor will not be required to pay the component cost of SBP.

d. Taxes and Cost Annuities.

        a. The cost for coverage is deducted before taxes are               computed, effectively reducing the taxable income and            thus current taxes.

        b. Annuity payment are considered taxable income for                federal income tax purposes.  Therefore, a retiree who            has a working spouse, may want to consider selecting             option "B".  This may prevent the surviving spouse               being bumped into a higher tax bracket upon the                  retiree's death.

3. Supplemental Survivors Benefits Plan (SSBP)

  This plan is designed to provide additional coverage to a surviving spouse who is receiving SBP or RC-SBP at age 62. The monetary benefit of SBP is 55% of the elected base amount.  This amount will be paid until the surviving spouse reaches age 62.  At that time Social Security will offset the benefit: therefore, the annuity will reduce to 35% of the base amount.

      The SSBP allows a member to insure against the Social    Security offset in SSBP Units (each equal to 5% of      SSBP units or 20% of base amount).

    a. Costs.  The cost of this coverage depends on the age     of the member at the time of election and the number     of units desired.  Costs are determined by              multiplying gross retired pay by the figure below       for the desired number of SSBP units.

    b. Election. The SSBP election must be made at the time     of election for SSBP or RC-SBP (member must choose      option  "B" or "C" for this coverage).  The member      determines the number of SSBP units (5% of base         amount) desired at that time.

    c. Divorced Decree Effects on SSBP. Unless a military     member voluntarily agrees to provide SSBP in addition   to SBP or RC-SBP as a part of a property settlement    agreement, state courts cannot order members to take   SSBP.

 
    d. Elections. Like SBP and RC-SBP elections, SSBP are     permanent and irrevocable once they are made.          Withdrawal is permitted only in cases of total         disability or upon remarriage.

          ╔═══════════════════════╗     ╔═══════════════════════╗

          ║    SSBP  Units        ║     ║    SSBP Units         ║

      ╔═══╬═════╦═════╦═════╦═════╣ ╔═══╬═════╦═════╦═════╦═════╣

      ║Age║  1  ║  2  ║  3  ║  4  ║ ║Age║  1  ║  2  ║  3  ║  4  ║

      ╠═══╬═════╬═════╬═════╬═════╣ ╠═══╬═════╬═════╬═════╬═════╣

      ║20 ║.0077║.0154║.0231║.0308║ ║ 41║.0127║.0254║.0381║.0508║

      ║21 ║.0080║.0160║.0240║.0320║ ║ 42║.0128║.0256║.0384║.0512║

      ║22 ║.0083║.0166║.0249║.0332║ ║ 43║.0131║.0262║.0393║.0524║

      ║23 ║.0086║.0172║.0258║.0344║ ║ 44║.0137║.0274║.0411║.0548║

      ║24 ║.0089║.0178║.0267║.0356║ ║ 45║.0143║.0286║.0429║.0572║

      ║25 ║.0093║.0186║.0279║.0372║ ║ 46║.0149║.0298║.0447║.0596║

      ║26 ║.0097║.0194║.0291║.0388║ ║ 47║.0156║.0312║.0468║.0624║

      ║27 ║.0100║.0200║.0300║.0400║ ║ 48║.0162║.0324║.0486║.0648║

      ║28 ║.0104║.0208║.0312║.0416║ ║ 49║.0167║.0334║.0501║.0668║

      ║29 ║.0108║.0216║.0324║.0432║ ║ 50║.0174║.0348║.0522║.0696║

      ║30 ║.0113║.0226║.0339║.0452║ ║ 51║.0180║.0360║.0540║.0720║

      ║31 ║.0118║.0236║.0354║.0472║ ║ 52║.0188║.0376║.0564║.0752║

      ║32 ║.0123║.0246║.0369║.0492║ ║ 53║.0917║.0394║.0591║.0788║

      ║33 ║.0127║.0254║.0381║.0508║ ║ 54║.0207║.0414║.0621║.0828║

      ║34 ║.0133║.0266║.0399║.0532║ ║ 55║.0217║.0434║.0651║.0868║

      ║35 ║.0136║.0272║.0408║.0544║ ║ 56║.0227║.0454║.0681║.0908║

      ║36 ║.0119║.0238║.0357║.0476║ ║ 57║.0237║.0474║.0711║.0948║

      ║37 ║.0112║.0224║.0336║.0448║ ║ 58║.0248║.0494║.0744║.0992║

      ║38 ║.0113║.0226║.0339║.0452║ ║ 59║.0260║.0520║.0780║.1040║

      ║39 ║.0117║.0234║.0351║.0468║ ║ 60║.0262║.0524║.0786║.1048║

      ║40 ║.0122║.0244║.0366║.0488║ ╚═══╩═════╩═════╩═════╩═════╝

      ╚═══╩═════╩═════╩═════╩═════╝ 

For Training Purposes Only
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