SURVIVOR BENEFIT PLAN INFORMATION
(Subsequent to Enactment of Public Law 95-397 on 1 Oct 78)

The following information is intended to answer questions pertaining to the Survivor Benefit Plan (SBP) most frequently asked by members (former members) of the Army Reserve (AR) or Army Reserve National Guard (ARNG) about to start receiving military retired pay under Title 10 U.S. Code, Chapter 1223.  This information is geared specifically to the Reserve Component member (or former member) within a few months of becoming age 60.

1.
General: 


The SBP offers a means of providing income to your surviving spouse, dependent children, or other person with an insurable interest when your death occurs after the effective date you are placed on the Army of the United States (AUS) Retired List and concurrently granted retired pay.  If you have not elected Option B or Option C under the extended Reserve Component SBP of 1 Oct 78 and die before you are placed on the AUS Retired List (usually on your 60th birthday, but later if you so choose), you are not covered by the SBP and your survivor(s) will not be eligible for status as a retiree’s dependent(s).  Similarly, an individual who was eligible for retired pay at age 60 and has not elected Option B or Option C under the extended SBP coverage, but waits until after age 60 to apply for retired pay and dies before being placed on the AUS Retired List, also excludes his survivor(s) from an SBP annuity.  If you already have made an election to participate in the Extended SBP under Option B or Option C, your previous Option election now remains in effect and is irrevocable unless you and your spouse are divorced, or your designated survivor(s) dies before you. 

2.
Definitions:


a.
For SBP purposes your survivor spouse (widow/widower) is an eligible beneficiary under one of the following conditions:  (1)  Was married to you on the date you became eligible for retired pay, and is married to you on the date of your death; or (2)  Married you after retirement, and remained married to you at least one year immediately before your death; or (3)  Married you after retirement, is married to you less than one year before you die, but is the parent of your child during that marriage.


b.
Dependent child must be unmarried and meet one of the following conditions:  (1)  Be an adopted, step, foster or natural child of your present or previous marriage; and (2)  Be under 18 years of age; or (3)  Be between 18 and 22 and be a full-time student; or (4)  Be incapable of self-support because of a mental or physical incapacity which existed before the 18th birthday, or was incurred before age 22 while a full-time student.


c.
An “insurable interest”, if you are not married and have no eligible beneficiaries, may be a non-dependent parent or child, other close relative, or a non-relative business associate or employee.  If the designation is other than brother, sister, parent or non-dependent child, proof of financial benefit from the continuance of the life of the retiree may be required.

3.
The amount of the SBP annuity paid monthly to your designated survivor(s) is up to 55% of whatever “base amount” of your monthly retired pay you choose.  The “base amount” you choose can be anywhere from 100% of your retired pay down to a percentage of retired pay which is less than 100%, but is greater than or equal to $300.00 when computed; or a given dollar amount which is greater than or equal to $300.00, but less than 100% of retired pay.  Any dollar amount will be converted to a percentage of retired pay as of the effective date of the election.   Under the insurable interest coverage, you must use your total retired pay as the base amount.  Benefits to a spouse terminate upon his/her remarriage before age 55, but will be resumed upon application if her/his remarriage ends through death, divorce or annulment.  However, resumption of the benefit will be limited to the monthly annuity payment only: the annuitant will not be entitled to any other benefits.
4.
If you have not elected Option B or Option C and live to collect retired pay, the cost of your participation in the SBP will be deducted from your monthly retired pay.  That deduction will be:


a.
For your spouse alone - 2 1/2% of the first $595.00 of the base amount you elect plus 10% of the balance.  Your deduction terminates if your spouse dies before you.


b.
Effective 1 Mar 90, DFAS began using the two-tiered method of computation for SBP cost.  For members that are participating in the plan prior to 1 Mar 90, DFAS will use both 2 1/2 % of the first $595.00 plus 10% of the balance or 6 1/2% of base retired pay.  The cost that is beneficial to the member will be used.  Effective 1 Mar 90, your SBP cost is 6 1/2% of base retired pay.


c.
For your spouse with the addition of survivorship rights for your children - a slight increase over the cost for your spouse alone will be in the neighborhood of an additional deduction of the 1/2 of 1% of the base amount.  A portion of the child’s cost will continue indefinitely even though eligibility is lost.


d.
For your dependent children alone - normally about 3% of the base amount you choose, depending upon your age and that of the youngest child.  


e.
For a designated person with an insurable interest (which may be elected only if you have no spouse or dependent child) - 10% of your full retired pay, plus an additional 5% for each 5 years that the beneficiary is younger than you, up to a maximum reduction of 40%.

5.
If you previously have elected Option B or Option C and live to collect retired pay, the cost of your participation in the SBP from the time of your earlier election and henceforth will be deducted from your monthly retired pay.  That deduction will equal the amount of the cost of coverage after your 60th birthday (as indicated in paragraph 4, above), plus the additional cost for the coverage you provided in the event you had died before age 60.  Obviously, the deduction from your retired pay will be greatest if you previously chose Option C; less if you earlier chose Option B; and least if you previously chose Option A, or failed to make an election.

6.
At the time you apply for retired pay, provided you have not previously elected Option B or Option C, full coverage is automatic unless you elect to take less than full participation, or not to participate at all.  In either of those two latter cases, or in case you elect to provide coverage for your children but not for your living, legal spouse, the law requires that your spouse be notified in writing of your decision.  In that event, your spouse must sign in Section VIII of DD Form 2656 (Data for Payment of Retired Personnel) before the Army Finance Center will initiate your retirement pay account.

7.
Should your spouse pre-decease you, cost of spouse coverage is suspended.

8.
If you do not have a spouse at the time of your retirement but marry subsequently, you may elect to participate in SBP within one year following your marriage by notifying the Army Finance Center.

9.
Annuity payments to children are divided equally and reapportioned as a child loses eligibility due to age, marriage, or death.

10.
At age 62 the widow’s SBP annuity is reduced permanently by the amount of the Social Security widow’s benefit to which he/she is entitled by virtue of your military Social Security coverage after 31 Dec 56.  For those Reserve Soldiers who became retirement eligible after 1 Oct 85, the annuity payable will be reduced from 55% to 35% of base amount designated. 

11.
As cost of living increases in retired pay occur, the base amount you selected and the corresponding cost to you will increase proportionately.  The annuity your survivor will receive will reflect interim increases in the cost of living.  After your death, there will be automatic increases in the SBP annuity as there are increases in the cost of living.

12.
SBP payments are deducted from your retired pay by the Finance Center.  SBP payments are exempt from Federal Income Tax.  There is no assumed asset in your estate to create an obligation for Federal Estate Tax purposes.  Payments to your spouse are subject to Federal Income Tax.

13.
Persons authorized retired pay under provision of Title 10, USC, Section 1331-1337, may also receive civil service retired pay under the provision of Title 5, USC, Section 8331-8348 based on their civilian employment by the United States.

14.
In summary, SBP is a relatively inexpensive means of providing your surviving spouse a guaranteed life-time income.
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