
SBP, Life Insurance, and LTC

These three important components can help secure your 
family’s long-term financial security.

Long-Term Care

Survivor Benefit Plan (SBP) Life Insurance

✅  Option Strategy A:

Plan to pay for the costs yourself or ask 
family members to pay for it.

✅  Option Strategy B:

Purchase a traditional long-term care 
insurance policy:
• Premiums for tax-qualified long-term care 

policies may be federally tax deductible 
and may offer additional tax incentives in 
some states.

• Most policies require the inability to 
perform two ADLs to provide benefit 
payments.

• Cognitive impairment alone may initiate 
benefit payments.

✅  Option Strategy C:

Purchase a permanent insurance policy with 
long-term care features:

• Permanent life insurance policies with 
long-term care features and/or accelerated 
death benefits may allow for the payment 
of long-term care costs.

Withdrawals from these policies to pay for 
long-term care are not taxable. Life 
insurance will retain its tax advantages when 
combined with long-term care cost provisions.

Long-term care is personal care designed to assist people with activities of daily living (ADL). It is care that may be required as a result of a 
chronic physical condition, illness, disability, or cognitive impairment. Roughly 70% of people will require long-term care during their lifetime. 
Note that heath insurance, including Tricare and Medicare, do not typically cover LTC costs. There are three standard strategies when it comes 
to planning for long-term care:

Retiring servicemembers can choose to continue to participate 
in the Survivor Benefit Plan after separating from the military. 
While active duty member are automatically covered, a retiree 
must decide prior to retirement if they want to continue 
participating in the program. 

✅  SBP Payments
• Provide survivors with 55% of the base amount as a  

monthly benefit
• Amount paid adjusts with COLA and is  

taxable to the beneficiary

✅  SBP Costs
• Depends on coverage amount chosen (referred to as “base 

amount”) and who you elect to cover as a beneficiary
• Premiums change with cost of living adjustments (COLA) and 

are not taxable

✅  Coverage Options
• Spouse
• Spouse and child
• Child only
• Former spouse or former spouse 
       and child
• Insurable interest (for those with 
       no spouse or children)

Term Life Insurance − Is there for your loved ones if you die.

➡  Provides death benefit coverage for a specified period of time 
with a premium that is initially low relative to permanent insurance 
premiums. Premiums are initially low because most contracts do not 
cover individuals through old age, when death is most likely to occur. 

➡  Term insurance does not have a cash value. If you 
terminate a term life insurance policy, none of the money you paid in 
premiums is recoverable, with few exceptions.

➡ Provides death benefit coverage for the 
insured’s entire life, not just for a limited 
period, while also providing a savings element 
known as the policy’s cash value. The cash 
value is available to the policy owner when 
taking a loan against the cash value, making a 
partial withdrawal, or terminating the policy. 

Permanent Life Insurance − Is there for your loved ones 
when you die.
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