
DEPARTMENT OF DEFENSE 
OFFICE OF THE ACTUARY 

  4800 MARK CENTER DRIVE, SUITE 03E25 
  ALEXANDRIA, VA 22350-7000 

 
 
  August 31, 2021 
 
 
MEMORANDUM FOR DIRECTOR, DEFENSE FINANCE AND ACCOUNTING SERVICE  
 
SUBJECT:  Table for Determining Past SBP Premiums With Interest 
 

  Attached is the table that is used to determine how much a retiree owes for past SBP 
premiums when accrued interest is an additional cost.  The table attached should replace Volume 
7B, Appendix F, "SBP/RSFPP Compound Interest Table," of the DoD FMR effective       
October 1, 2020.  According to the DoD Financial Management Regulation, Volume 7B: 
Military Pay Policy – Retired Pay, Chapter 43, Section 430601.A.3; 
 
 Interest is compounded monthly using a factor equal to the 12th root of one plus the 
current annual interest rate approved by the DoD Board of Actuaries to calculate the 
retirement accrual costs. 
 
 The formula for determining how much a retiree owes for past premiums is to multiply the 
current premium that covers the portion of premiums in debt times the factor in the table for the 
number of premiums that need to be paid.  That product is then multiplied by the Months Since 
End of Premium Period (MSEPP) located at the bottom of the table raised to the power denoted 
by the number of months since the end of the last premium period.  Finally, divide that resulting 
amount by the Premium Adjustment Factor (PAF) located right below the MSEPP. 
 
 In the event that a retiree had non-consecutive periods of premiums due, then separate 
calculations for each must be performed and added together. 
 
 At the July 30, 2021 DoD Board of Actuaries public meeting, the Board announced annual 
assumptions of 4.0% (nominal interest rate) and 2.5% (cost of living adjustment), creating a 
geometric real interest rate of 1.46% (1.04/1.025-1). 
 
 Note that this table does not represent an exact calculation that takes into account actual cost 
of living adjustments (COLAs) during periods of missed premiums.  Rather, it is a 
computationally less burdensome approximation being provided upon request. 
 
 



 

 

 If you have further questions, please contact me at 571-225-4624 or at 
Richard.S.Allen40.civ@Mail.Mil. 
 
  Sincerely, 
 
 
 
 
  Richard Allen, ASA, MAAA * 
  DoD Actuary 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
_________________________ 
 
* Meets the qualification standards of the American Academy of Actuaries, and 

continuing professional development requirements of the Society of Actuaries, to 
render the actuarial opinion referenced above. 



DEPARTMENT OF DEFENSE 
OFFICE OF THE ACTUARY 

  4800 MARK CENTER DRIVE, SUITE 03E25 
  ALEXANDRIA, VA 22350-7000 

 
 
  August 31, 2021 
 
 
MEMORANDUM FOR DIRECTOR, DEFENSE FINANCE AND ACCOUNTING SERVICE  
 
SUBJECT:  Interest Rate to Charge for Delinquent Premiums 
 

 When a retiree has unpaid SBP premiums, the Department of Defense shall charge that 
retiree or their survivor interest on the delinquent premiums.  According to the DoD Financial 
Management Regulation, Volume 7B: Military Pay Policy – Retired Pay, Chapter 45, Section 
4508; 
 
 Interest is owed for any delinquent SBP premiums. The interest rate is a percentage that 
is compounded annually and based on assumptions approved by the DoD Board of Actuaries 
for the Valuation of the Military Retirement Fund. Any delinquent Retired Serviceman’s 
Family Protection Plan premiums existing on date of conversion to SBP continue with 
interest, until paid. Upon the death of a retiree, any delinquency, plus interest, is collected 
from the annuitant’s benefits before payment of any annuity will commence. 
 
 At the July 30, 2021 DoD Board of Actuaries public meeting, the Board announced the 
annual nominal interest rate assumption of 4.0% for the actuarial valuation of the Military 
Retirement Fund.  Although not explicitly set for purposes of charging interest on delinquent 
SBP premiums, per the FMR this rate is used for that purpose as well.  Interest is compounded 
monthly using a factor equal to the 12th root of one plus the current annual interest rate leading 
to a monthly rate of 0.3274%.  DFAS shall assess interest of 0.3274% each month, effective 
October 1, 2021, to any retiree or survivor’s unpaid SBP debt.  The interest rate will be reviewed 
and may change at each year’s public DoD Board of Actuaries meeting or whenever the Board 
determines it necessary.  If and when the interest rate changes, the retiree or survivor’s debt at 
that time will not change. 
 
 Note that this does not apply to retirees who increase their coverage upon acquiring a later 
spouse.  Those additional charges are outlined in a separate memo. 
 
 



 

 

 If you have further questions, please contact me at 571-225-4624 or at 
Richard.S.Allen40.civ@Mail.Mil. 
 
  Sincerely, 
 
 
 
 
  Richard Allen, ASA, MAAA * 
  DoD Actuary 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
_________________________ 
 
* Meets the qualification standards of the American Academy of Actuaries, and 

continuing professional development requirements of the Society of Actuaries, to 
render the actuarial opinion referenced above. 


