The Survivor Benefit Plan (SBP) 

and Social Security 

(This information is basic and introductory in nature.  See your Retirement Services Officer (RSO) for detailed literature, computer support and counseling.)

NOTICE:  Those retiring today are not covered by the Social Security Offset method of calculating the post-62 annuity amount.  The following information does not pertain to you!  Your surviving spouse's annuity is simply 55 percent pre-62 and 35 percent post-62.

* * * * * * * * * * * * * * * * * * * * * * *

Why are SBP and Social Security related?  When Congress created SBP on Sep. 21, 1972, it intended that SBP supplement Social Security's survivor benefit program.  The Army, as an employer, began contributing to the Social Security fund of active soldiers on Jan. 1, 1957, while also subsidizing the cost of SBP.  Knowing that typically, a surviving spouse is entitled to receive the retiree's full Social Security benefit, Congress crafted SBP to integrate with military-earned Social Security.  This ensures receipt of 55 percent of the covered amount of retired pay to a surviving spouse forever.  This design of two government-subsidized program allows SBP to cost much less than similar survivor plans.

When do the plans integrate?  SBP's second tier begins at age 62.  The SBP annuity is 55 percent of the covered pay amount (base amount) until age 62.  Read this entire article to learn of the instances where the offset can be delayed.

Are there two post-62 annuity calculation methods in existence?  Yes.  This article addresses mainly the original one - the Social Security Offset (SSO) method.  The second method, which replaced the SSO effective Mar. 1, 1986, is called the Two-Tiered Method (TTS).  It simplifies the post-62 calculation, making SBP payable at 55 percent until age 62, and 35 percent thereafter, period.


A surviving spouse is "grand-fathered" to receive the most advantageous benefit if one of the following criteria is met by the retiree:  1) retired on Oct. 1, 1985, or 2) was retirement-eligible on Oct. 1, 1985.  If qualified, both annuity calculations are performed at age 62, with the annuitant receiving the higher of the two.  If not grand-fathered to receive both calculations, only the TTS applies.

How much will the offset be?  The amount of the SSO is determined individually.  However, the surviving spouse is guaranteed to receive at least 60 percent of the pre-age 62 (55%) benefit amount.  Note that when the surviving spouse works full-time (i.e., continues to earn sufficient income to preclude entitlement of receipt of Social Security benefits, the 55 percent annuity will not be offset until age 70, when there is no earned income test.  Proof is required.  
Since the SSO considers only the member's military-contributed wage credits, civilian employment after military retirement serves to increase the Social Security benefit and will result, in most cases, in combined SBP and Social Security benefits to the surviving spouse which exceed 55 percent of retired pay.

Is the spouse's own Social Security entitlement considered in determining the SSO?   No.  The government considers only a surviving spouse's entitlement to receive the military retiree's Army-contributed Social Security benefit.  SBP is reduced accordingly.  The choice of which benefit to take is external to SBP's design as a supplement to Social Security.

How does spouse Social Security work?  Each member of a married couple has the option to receive a Social Security worker's benefit, if applicable (based on their own earnings) or a spouse's benefit (one-half of their spouse's).  When the retiree dies, the surviving spouse is entitled to receive the higher of their own entitlement or the worker's.  They may begin to receive Social Security survivor benefits as early as age 60, with SBP not beginning its second tier until age 62.  If a surviving spouse elects to receive Social Security survivor benefits at age 60, the lifelong benefit is 71.5 percent of the retiree's full benefit; at age 61, 77.2 percent; at 62, 82.9 percent; at age 63, 88.6 percent; and at 64 or older, 100 percent.  Also, if the retiree opted to receive an early, reduced Social Security benefit, proof of this should be provided to DFAS-Denver Center.

What are the "Top-Ten" SSO facts I should know?  

1.  The "SSO" refers to the amount of SBP that is "lost" after age 62.

2.  SBP receipt does not affect the surviving spouse's Social Security entitlement.

3.  The reduction of the SBP annuity is based solely on the value of the wage credits earned for active service performed after Jan. 1, 1957.

4.  The SBP annuity is not reduced when a retiree had no active duty (including active duty for training) after Jan. 1, 1957.

5.  Social Security wage credits earned after military retirement have no bearing on the offset amount.

6.  One cannot prevent a reduction in SBP at age 62 by not applying for Social Security benefits to which they are entitled.  If entitlement exists, the choice not to receive the benefit does not impact SBP, since the reduction is tied to "entitlement."

7.  If a spouse's full-time earned income prevents entitlement to Social Security, proof of that delays SBP's post-62 reduction.

8.  When entitlement does not exist or is reduced, as in the case of some government pensioner spouses, proof of the lost/reduced Social Security entitlement should be provided to DFAS-DE for proper calculation of the offset.

9.  SBP cannot be reduced by more than the amount of the Social Security entitlement.

10. Participation in the Supplemental SBP (SSBP) prevents an otherwise eligible annuitant from benefiting from a SSO calculation, even if more advantageous.  

How can a reserve retiree determine their spouse's post-62 annuity amount?
The same rules as above apply as far as the criteria which must be met for grand-fathering under both the SSO and the TTS.  A reserve retiree must have been qualified for retirement (i.e., received a 20 year letter) on Oct 1, 1985, or have already been in receipt of pay on that date.  If not, the post-62 amount will be 35 percent under the Two-Tiered System.


If a reserve retiree did not have extended periods of active service after Jan. 1, 1957, but did perform periods of active duty for training or weekend drills after that date, the SBP annuity will be reduced.


The Army contributed into reservists' Social Security fund for two-week drills or periods of extended active service.  Beginning Jan. 1, 1988, wages for weekend drill service began being taxed by Social Security.  The reduction of the SBP annuity will likely be fairly small.  Approximate that the loss will be $5-$7 a month for each week of training duty (after Jan. 1, 1957) or drill service (after Jan. 1, 1988).


Note that wage credits earned during active duty for training periods after Dec. 1, 1980, do not affect the SBP annuity, provided the reservists is refunded the Social Security tax paid because his/her civilian income exceeded the maximum covered earnings for the year concerned.


For example, if a reservist's surviving spouse's pre-62 SBP amount is $550 (or 55 percent of $1,000 retired pay), and the reservist performed 20 weeks of active duty for training (10 years of 2-week drills), an estimate of the offset amount would be $100-$140 per month.  Remember that under the SSO, the reduction cannot exceed 40 percent of the 55 percent annuity.

Where can the retired community learn more about all features of SBP, to include the Social Security Offset?  Army Retirement Services Officers (RSOs) are the Army's SBP counselors.  The DOD Actuary has provided RSOs computer software to estimate a SSO.  DFAS-CL can also provide you an SSO estimate if requested in writing to do so.  Details such as your promotion history, etc., are needed. 

NOTE:  Spouses who are eligible to receive a post-62 annuity calculation under the Social Security Offset method, and who receive a non-Social Security contributed government pension (such as under the Civil Service Retirement System, CSRS) should consult the Social Security homepage at http://www.ssa.gov to read about the "Government Pension Offset."
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