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Cost and CoverageCost and CoverageCost and CoverageCost and Coverage

•• Retired MembersRetired Members

–– Choose to receive Choose to receive 
reduced retired pay reduced retired pay 
during their lifetime during their lifetime 
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during their lifetime during their lifetime 
in order to continue a in order to continue a 
portion of their pay portion of their pay 
after their death.after their death.
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•• SBP Benefit, aka “Annuity”SBP Benefit, aka “Annuity”

•• A continuing monthly payment of a A continuing monthly payment of a 
portion of retired payportion of retired pay

T H E   S U R V I V O R   B E N E F I T   P L A N 4

•• 55% of the Base Amount chosen55% of the Base Amount chosen

•• Base Amount = any amount from $300 to Base Amount = any amount from $300 to 
full retired payfull retired pay
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•• For Spouse coverage, 6.5% of base amount For Spouse coverage, 6.5% of base amount 
chosenchosen

•• Comes out of retired pay BEFORE taxes Comes out of retired pay BEFORE taxes 
are calculatedare calculated

•• For Spouse coverage, 6.5% of base amount For Spouse coverage, 6.5% of base amount 
chosenchosen

•• Comes out of retired pay BEFORE taxes Comes out of retired pay BEFORE taxes 
are calculatedare calculated

ExampleExampleExampleExample

Retired Pay 
=$3,000

Full Base Amount 
Chosen = $3,000
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Premium 

$3,000 x 6.5% 
= $195.00

Spouse 
Benefit

$3,000 x 55% 
= $1,650.00
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Active Duty CoverageActive Duty CoverageActive Duty CoverageActive Duty Coverage

•• Automatically covered at no charge to Automatically covered at no charge to 
membermember

•• Covered if Death in Line of DutyCovered if Death in Line of Duty
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If Death is Not in Line of DutyIf Death is Not in Line of Duty
–– only covered if retirement eligibleonly covered if retirement eligible

•• BeneficiariesBeneficiaries
–– Former Spouse based on court orderFormer Spouse based on court order

–– Current SpouseCurrent Spouse

–– ChildrenChildren
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Election OptionsElection OptionsElection OptionsElection Options

•• Spouse onlySpouse only

•• Spouse and ChildSpouse and Child

•• Child(Child(renren) only) only

•• Spouse onlySpouse only

•• Spouse and ChildSpouse and Child

•• Child(Child(renren) only) only
Your 

Decision is 
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•• Insurable InterestInsurable Interest

•• Former SpouseFormer Spouse

•• No Beneficiary at RetirementNo Beneficiary at Retirement
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•• Insurable InterestInsurable Interest

•• Former SpouseFormer Spouse

•• No Beneficiary at RetirementNo Beneficiary at Retirement

Binding!

Important Features and Important Features and 
ConsiderationsConsiderations
Important Features and Important Features and 
ConsiderationsConsiderations

Social Security 
Offset

T H E   S U R V I V O R   B E N E F I T   P L A N 9

Paid Up Status

One-Year 
Termination Option

$195 
premium

$140

$3,000 Retirement Check
$3,000 x 28% Tax Rate

$840 paid in taxes

With SBP Premium

The PreThe Pre--Tax BenefitTax Benefit
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$55 Tax 
Savings

$140 
actual 
cost

With SBP Premium
$3,000 Retirement Check

Minus $195 Premium
$2,805 x 28% Tax Rate

$785 paid in taxes

$55.00 less in taxes each 
month!

SBP and the SBP and the 
CSB/CSB/ReduxRedux PlanPlan
SBP and the SBP and the 
CSB/CSB/ReduxRedux PlanPlan

•• Base LevelBase Level
–– Uses HighUses High--3 for full coverage amount3 for full coverage amount

•• SBP CostsSBP Costs
–– Base amount higher than what you are actually Base amount higher than what you are actually 

id id 

•• Base LevelBase Level
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•• SBP CostsSBP Costs
–– Base amount higher than what you are actually Base amount higher than what you are actually 

id id 
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g y yg y y
paid paid 

•• COLA under CSB/COLA under CSB/ReduxRedux
–– CPI CPI –– 1%1%

Consider the impact on SBP when choosing Consider the impact on SBP when choosing 
between Highbetween High--3 and CSB/3 and CSB/ReduxRedux
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Consider the impact on SBP when choosing Consider the impact on SBP when choosing 
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Important Features and Important Features and 
Considerations Considerations (Continued)(Continued)

Important Features and Important Features and 
Considerations Considerations (Continued)(Continued)

Premiums stop when you lose 
your spouse

Open Season
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• Premiums paid for five years, equivalent 
paid out in eight months

• Premiums paid for 15 years, equivalent 
paid out in 18 months

• Premiums paid for 30 years, equivalent 
paid out in 29 months

Annuities vs. Premiums
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The DecisionThe DecisionThe DecisionThe Decision

•• ConsiderConsider

–– Spouse’s need for longSpouse’s need for long--term incometerm income

–– Personal AssetsPersonal Assets
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–– Life InsuranceLife Insurance

–– Advantages and DisadvantagesAdvantages and Disadvantages

–– Life InsuranceLife Insurance

–– Advantages and DisadvantagesAdvantages and Disadvantages

Personal AssetsPersonal AssetsPersonal AssetsPersonal Assets

•• Will assets be enough to provide income Will assets be enough to provide income 
without needing SBP?without needing SBP?

•• Use reasonable rates of return when Use reasonable rates of return when 
projectingprojecting
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projectingprojecting

•• For a $1,650 monthly annuity, a lump sum For a $1,650 monthly annuity, a lump sum 
of $476,273 is needed (invested at 6%, 3% of $476,273 is needed (invested at 6%, 3% 
inflation rate)inflation rate)
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SBP vs. Life InsuranceSBP vs. Life InsuranceSBP vs. Life InsuranceSBP vs. Life Insurance

•• Use calculators to compareUse calculators to compare

•• SBP cannot be outlived, insurance SBP cannot be outlived, insurance 
proceeds canproceeds can
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•• SBP includes an inflation fighter, SBP includes an inflation fighter, 
insurance does notinsurance does not

•• Think longThink long--term when comparingterm when comparing

•• Consider the governmentConsider the government--subsidized, subsidized, 
prepre--tax nature of the SBP premiumtax nature of the SBP premium

•• SBP includes an inflation fighter, SBP includes an inflation fighter, 
insurance does notinsurance does not

•• Think longThink long--term when comparingterm when comparing

•• Consider the governmentConsider the government--subsidized, subsidized, 
prepre--tax nature of the SBP premiumtax nature of the SBP premium

Advantages of SBPAdvantages of SBPAdvantages of SBPAdvantages of SBP

Government 
Subsidy Pre-tax Benefit Inflation 

Protection
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Termination 
Feature

Annuity lasts as 
long as needed

Cost factors in 
only retired pay

No extra fees, 
commissions or 

risks
Level Benefit

Only Congress 
can make 
changes

DisadvantagesDisadvantagesDisadvantagesDisadvantages

All income is 
eventually taxed

Only protects 
retired pay

Because of
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Reduces retired 
pay

Because of 
COLA, the 
premium 

increases, too

No ‘inheritance’ 
feature

Doesn’t have 
other insurance 

features

Sources of HelpSources of HelpSources of HelpSources of Help

•• Financial Planners, Counselors and AccountantsFinancial Planners, Counselors and Accountants

•• FFSC Financial Counselors, FFSC Financial Counselors, 
Command Financial Specialists, Command Financial Specialists, 
and Navy Career Counselorsand Navy Career Counselors

•• Financial Planners, Counselors and AccountantsFinancial Planners, Counselors and Accountants

•• FFSC Financial Counselors, FFSC Financial Counselors, 
Command Financial Specialists, Command Financial Specialists, 
and Navy Career Counselorsand Navy Career Counselors
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•• Websites included Websites included 
on the Handouton the Handout

•• Websites included Websites included 
on the Handouton the Handout


