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8. SBP Premiums





	a.	Spouse Only





		(1)	For members who entered a uniformed service on or


after 1 March 1990, the monthly premium to provide an annuity to


an eligible spouse is 6.5 percent of the base amount.





		(2)	For members who entered a uniformed service prior to


1 March 1990, the monthly premium to provide an annuity to an


eligible spouse is either 6.5 percent of the base amount, or


2.5 percent of the first $421 (see note) of the base amount plus


10 percent of the remaining base amount, whichever method results in a lower monthly cost. Premium deductions are suspended when there is no eligible spouse beneficiary, such as in the death of the spouse. See enclosure (2) for examples of monthly premiums for spouse-only coverage under both computation methods.





NOTE: The low-cost portion of a member's base amount is subject


to the 2.5 percent cost factor increases at the same rate and at


the same time as cost-of-living adjustments to active duty pay.


The $421 amount became effective 1 December 1995.





	b.	Former Spouse Only. The monthly premium to provide an


annuity to an eligible former spouse is identical to the premium


for spouse coverage described in subparagraph 8a.





	c.	Spouse and Child(ren). The monthly premium to provide an


annuity for an eligible spouse and dependent children is the same as described in subparagraph 8a, plus an actuarial charge based on the age of the youngest dependent child(ren). (See enclosure (3).)





		(1)	Ages to be used for calculating the actuarial charge


will be the ages of the member, the member's spouse, and the


youngest child on their birth dates nearest to the effective date of the member's election. Age 17 will be used when computing the cost factor and the actuarial charge for a dependent child over age 17 who is incapable of self-support.





		(2)	When all children cease to be eligible for an annuity, the member's premium shall be reduced by the child's portion. The reduced premium is effective the first day of the month following the month in which the last child ceases to be an eligible dependent as defined in subparagraph 4(l).





		(3)	If a member's spouse ceases to be an eligible


beneficiary due to divorce or death of the spouse, the member's


premium for child coverage will be recalculated as described in


subparagraph 8e. If the member remarries and wants to remain in


SBP, premiums for spouse coverage must resume and premiums for


spouse and child coverage will be recomputed.





	d.	Former Spouse and Child(ren). The monthly premium to


provide an annuity for an eligible former spouse and dependent


child(ren) is the same as described in subparagraph 8c for spouse and children coverage (see enclosure (3)). Only children born of the marriage to the former spouse may be included in this type of coverage. Children acquired by a member subsequent to a former spouse election cannot be covered.





	e.	Children Only (no eligible spouse). The monthly premium


for providing an annuity to eligible children but not to a spouse is actuarially determined (see enclosure (4). Ages to be used for calculating a member's premium will be the ages of the member and the youngest child on their birth dates nearest to the date of the member's election. If the retiree should later marry and elect to cover their spouse, the member's premium shall be recalculated under subparagraph 8b, effective as of the first day of the month following the first anniversary of the marriage. If the retiree does not later marry, premium deductions from the member's retired pay shall cease when the last child becomes an ineligible beneficiary (as specified in subparagraph 4(l)).





NOTE: A member's premium for child coverage under subparagraphs


8c and 8d will not be recalculated when a child different from the child initially established as the youngest child becomes the youngest child (for example, if the youngest child dies or if a younger child is subsequently acquired). However, if a member who is providing coverage for children only under subparagraph 8e subsequently marries after retirement and elects to provide coverage for their spouse, the member's premium for spouse and child coverage will be recalculated based on the ages of the member, the member's spouse, and the youngest child at the time coverage is changed to include the spouse.





	f.	Natural person with an insurable interest. The monthly


premium to provide an annuity to a natural person with an


insurable interest in the retiree shall be 10 percent of the


member's full retired pay, plus an additional 5 percent of the


member's full retired pay for each full 5 years that the named


beneficiary is younger than the retiree. The total premium,


however, may not exceed 40 percent of the member's retired pay.





�
g. SBP premiums become effective the first day of the month


following the member's retirement/transfer date, except when the


member retires on the first day of the month, in which case


the premium becomes effective immediately. The Consumer Price


Index (CPI) increases to retired pay shall be applied against a


member's gross retired pay (before the SBP premium is deducted


and shall likewise be applied to the SBP premium at the same


percentage.





	h.	For any period during which a member has been awarded


retired pay but is not entitled to that pay, the member must pay


the cost of coverage under this plan to DFAS-CL by direct


remittance. The only exceptions are as follow:





		(1)	When the member is retired and retained on active duty or has been recalled to active duty for a period exceeding


30 days, in which case the member enjoys free SBP coverage; or





		(2)	When a member waives retired pay for Civil Service


retired pay, the member shall not be required to remit premiums as long as the waiver is in effect unless the member notifies the Office of Personnel Management (OPM) that he or she does not


desire his or her spouse to receive an annuity under Section


834(b) of Title 5, U.S.C. (the Civil Service survivorship plan).


In the event of such notification, the member must continue to pay SBP premiums by direct remittance to DFAS-CL.





	i.	Except as provided in subparagraph 10d, refunds of SBP


premiums deducted from members' retired pay are not authorized


unless such amounts were paid through administrative error.





	j.	An annual interest charge of 6 percent compounded annually shall be charged for delinquencies in the payment of the cost of coverage. At the time of death of a retiree, any delinquency, plus interest, shall be collected from the annuitant's benefits prior to the payment of an annuity.


