SBP FACT SHEET
SOCIAL SECURITY AND SBP
This fact sheet is designed to supplement the Department of Defense brochure:





You should become familiar with the general provisions outlined in the main brochure before reading this fact sheet. 

The main brochure also lists other fact sheets that are available.

This fact sheet provides information to help you understand the provisions of SBP, but it is not a contract document. 

The basic statutory provisions of SBP law are in chapter 73, title 10, United States Code.

SBP coverage based on full retired pay and military-earned Social Security benefits together can assure your spouse an income no less than 55 percent of your retired pay for life. SBP benefits received at the age of 62 may be determined using the two-tier system or the offset method.

TWO-TIER SYSTEM

When your spouse reaches age 62 the basic SBP benefit reduces from 55 percent to 35 percent.  In most cases a Social Security survivor benefit is payable to your surviving spouse that will assure a total income of at least 55 percent of your retired pay (assuming full basic SBP coverage).  If you reached your 20th year of service after October 1, 1985, your spouse is projected to qualify for a Social Security benefit that is at least 20 percent of your retired pay (may be slightly less if you retire in grade 0-7 or above).  Thus, your surviving spouse will have SBP plus Social Security survivor payments that equal or exceed 55 percent of your elected base amount.

Social Security Offset
If, as of October 1, 1985, you were retired or had completed 20 years of service, your spouse qualifies for the offset method. Under this method, when your spouse is age 62 or older, the 55 percent SBP benefit is reduced by the amount of Social Security survivor benefits based only on your military wages.  The reduction is computed using your active duty and active duty for training wages.  Social Security wage credits earned through civilian employment do not affect the reduction.  Civilian employment covered by Social Security will increase Social Security benefits and will result in your surviving spouse's Social Security survivor payment being even greater than the amount of the SBP offset.

The maximum offset is 40 percent of the amount of the annuity before age 62. If qualified for the offset method, your surviving spouse's benefit will be computed using both the offset and the two-tier method. The method that provides the greatest benefit will be used unless the offset method was waived by electing the Supplemental Survivor Benefit Plan.

Among members retiring today, only flag rank officers are expected to benefit from the offset method because Social Security payments are relatively higher for lower grades.  Therefore, the following example is based on such a member.

EXAMPLE
Member retired or eligible to retire before October 1, 1985

	Two-Tier System:
	

	
	

	Covered retired pay
	$5,500

	
	

	55 percent benefit before age 62
	$2,750

	35 percent benefit age 62 and older
	$1,925

	
	


	Offset Method:
	

	
	

	Social Security survivor benefit
	

	        based only on military wages
	

	        after December 31, 1956
	$   1,000

	
	

	SBP payment is computed as follows:
	

	
	

	SBP benefit before age 62   (55 percent of retired pay)
	$3,025

	- Social Security offset
	-$1,000

	= SBP payment
	=$2,025

	
	


The maximum offset would be limited to 40 percent of the annuity amount, or $1,210 ($3,025 × .40).  Since the $1,000 constructed offset is less than the maximum, the offset will be $1,000.  Since this results in a larger SBP benefit ($2,025) than the two-tier system ($1,925), it will apply.  Social Security benefits for the spouse should equal or exceed $1,000 so the total of SBP plus Social Security will be $3,025 or greater and thus equal to at least 55 percent of the base amount you elected.
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