Minimum Counseling Information for Members Making SGLI

Elections

1. REQUIREMENT – Special counseling is required by section 404, Public Law 104-275, October 9, 1996.  This counseling is intended to inform members of their insurance benefits, the rationale behind those benefits, and the general availability of commercial alternatives.  It is intended to stimulate consideration of personal insurance requirements in the context of overall estate plans.  General, not detailed or comprehensive, information is required by this provision of law.  The required counseling should be conducted at the time initial SGLI coverage is elected, even if the $200,000 automatic level of coverage is retained, and upon the occasion of any election to increase or decrease the level of SGLI coverage in effect.  The following information will be provided as a minimum.

2. PURPOSE AND ROLE OF LIFE INSURANCE – Life insurance can serve a number of purposes, but the principal role is to ease the financial burden imposed on survivors when a member dies before achieving the financial strength needed to cover the expenses associated with death and any associated loss of income to those financially dependent on member.  Since death is an eventual certainty, many people plan to be self-insured by a certain age.  This is achieved through a savings or investment program.  Generally, persons with a family require more insurance during the period of time their family is young.  Extra money would be needed to meet childcare, education, and personal expenses for their dependent children.  Thus, as their children reach adulthood, their future expenses begin to diminish while their financial strength has increased.  As a result, they may need less insurance or may become self-insured.

3. TERM INSURANCE VERSUS WHOLE LIFE INSURANCE – There are several types of life insurance, but the two principal types are TERM and WHOLE LIFE.  Term insurance covers a limited period of time while whole life covers an indefinite period, or the insured persons whole life.  While TERM insurance may be renewable past the established period of coverage, premiums for the new period will likely be increased to cover the higher risk of death as the insured person gets older.  Thus, while people are young, premiums for TERM insurance are generally low, but can be expected to increase rapidly for persons age 60 to 70.  Many TERM policies stop at age 70 or thereabouts.  Because the life expectancy for Americans is in the range of 70 to 80 years of age, many people strive to be self-insured by that age.  They may stop their TERM policies and rely on their investments and permanent income to meet the limited needs which remain.  Both SGLI and VGLI are considered to be TERM type life insurance policies.

Premiums for WHOLE LIFE insurance depend on the age at which the policy is purchased, but generally do not increase.  However, the premiums are initially greater than TERM Insurance premiums at the same age, but then in later years the premiums are less than TERM policies at that age.  During the years when the higher premiums are being paid, the policy may carry a CASH value based on the difference between the premium and the “accrued” risk.  At some point, the CASH value may grow large enough that no more premiums need to be charged in order to assure a given “face value” of the policy for life.  If the insured takes this option, the policy is PAID UP for their WHOLE LIFE.

4. SGLI AND VGLI – Another important benefit of SGLI insurance is the ability to convert to Veterans’ Group Life Insurance (VGLI) after leaving the military.  VGLI can be taken in the amount of SGLI the member has at the time of separation or a lesser amount.  It can be retained for life or converted to permanent commercial insurance with the extra costs underwritten by the SGLI program.  Unless totally disabled, SGLI coverage will terminate at the end of the 120 day period following separation, but the SGLI level of coverage may be maintained through VGLI.  If totally disabled, a member should write the OSGLI and provide medical evidence of their disability to find out if they qualify for an extension of their SGLI coverage for one year from the date of separation or the date their disability ends, whichever comes first.  VGLI can be applied for up to one year following the 120-day period, but evidence of good health will be required.  The cost of VGLI increases with each new five-year age group, becoming a significantly expensive after age 65.  Thus, VGLI is similar to most other TERM insurance programs.  Very few people will want to retain the coverage into the old age, but those with a greater need who are unable to cover the risk through other means will be assured of their VGLI eligibility.

5. COMMERCIAL INSURANCE – Almost anyone on active duty or in the Ready Reserves should be qualified to buy a commercial life insurance policy at reasonable cost.  It all depends on the company and type of policy desired.  Many military associations provide a TERM type of insurance at a group rate.  Because they may screen applicants for health and high-risk practices like smoking, flying, parachute jumping, premiums can be fairly competitive, while allowing for some profit.  Some associations offer the insurance more as a benefit than as a money making proposition and this helps keep premiums down.  However, the SGLI premiums are the same for everyone, regardless of the risk factors involved and there is no clause for wartime deaths.  Some private policies may not pay in the event of a war casualty or if there is no war clause, the company may not have the financial resources to pay if war casualties are high.  The SGLI would receive Defense money to pay for any extra deaths resulting for wartime.

