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A Disability Income ReviewA Disability Income Review
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Your earning power Your earning power –– your ability to earn an your ability to earn an 
income income –– is your most valuable asset.is your most valuable asset.

FewFew peoplepeople realizerealize thatthat aa 3030--yearyear--oldold couplecouple willwill earnearn 33..55
millionmillion dollarsdollars byby ageage 6565 ifif theirtheir totaltotal familyfamily incomeincome averagesaveragesyy gg yy gg
$$100100,,000000 forfor theirtheir entireentire careers,careers, withoutwithout anyany raisesraises..

If you are sick or hurt and unable to work,If you are sick or hurt and unable to work,

how will you replace your earning power?how will you replace your earning power?how will you replace your earning power?how will you replace your earning power?
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In fact, disability is 16 times more likely In fact, disability is 16 times more likely 
than death to cause foreclosure!than death to cause foreclosure!

Cause of Cause of 
ForeclosureForeclosure FHAFHA VAVA ConventionalConventional AverageAverage

DeathDeath 4%4% 3%3% 2%2% 3%3%

DisabilityDisability 48%48% 49%49% 46%46% 48%48%

Source: U.S. Housing and Home Finance AgencySource: U.S. Housing and Home Finance Agency



What Can Happen If Disability Strikes?What Can Happen If Disability Strikes?

EXPENSESEXPENSES

Today, Today, incomeincome covers covers 
expensesexpenses, but…, but…

Disability means Disability means lower incomelower income, , 
higher expenseshigher expenses

INCOMEINCOME
EXPENSESEXPENSES

DEBT DEBT 
EXPOSUREEXPOSURE

EXPENSESEXPENSES

INCOMEINCOME

Disability StrikesDisability Strikes

How will you meet the expenses of a disabilityHow will you meet the expenses of a disabilityHow will you meet the expenses of a disability, How will you meet the expenses of a disability, 
just at the time your earning power ceases?just at the time your earning power ceases?



What Sources of Funds May Be Available toWhat Sources of Funds May Be Available toWhat Sources of Funds May Be Available to What Sources of Funds May Be Available to 
Replace Your Earning Power During a Disability?Replace Your Earning Power During a Disability?

SourceSource EvaluationEvaluation

SavingsSavings IfIf youyou savesave 1010%% ofof youryour incomeincome eacheach year,year, itit willwill taketake 1010SavingsSavings yy yy y ,y ,
yearsyears toto setset asideaside justjust oneone year’syear’s incomeincome

BorrowBorrow WhatWhat creditorcreditor isis goinggoing toto lendlend moneymoney toto aa disableddisabled incomeincome
earner?earner?earner?earner?

Liquidate AssetsLiquidate Assets AssumingAssuming aa marketmarket exists,exists, aa forcedforced liquidationliquidation ofof assetsassets cancan
reducereduce theirtheir valuevalue.. AA singlesingle disabilitydisability couldcould consumeconsume thethe
assetsassets you’veyou’ve workedworked aa lifetimelifetime toto accumulateaccumulate..



SourceSource EvaluationEvaluation

Spouse’s Spouse’s 
EarningsEarnings

YourYour lifestylelifestyle maymay alreadyalready bebe builtbuilt uponupon aa dualdual incomeincome.. If,If,
however,however, youryour spousespouse isis notnot currentlycurrently anan incomeincome earner,earner, isis
itit realisticrealistic toto assumeassume thatthat hehe oror sheshe couldcould replacereplace youryouritit realisticrealistic toto assumeassume thatthat hehe oror sheshe couldcould replacereplace youryour
earningearning power?power?

Social Security Social Security 
BenefitsBenefits

ItIt cancan bebe difficultdifficult toto qualifyqualify forfor SocialSocial SecuritySecurity disabilitydisability
benefitsbenefits InIn factfact fromfrom 19961996 throughthrough 20062006 anan averageaverage ofofBenefitsBenefits benefitsbenefits.. InIn fact,fact, fromfrom 19961996 throughthrough 20062006,, anan averageaverage ofof
onlyonly 4848%% ofof SocialSocial SecuritySecurity disabilitydisability claimsclaims werewere eventuallyeventually
approvedapproved (source(source:: AnnualAnnual StatisticalStatistical ReportReport onon thethe SocialSocial
SecuritySecurity DisabilityDisability InsuranceInsurance Program,Program, 20072007;; releasedreleased
SeptemberSeptember 20082008)) AssumingAssuming howeverhowever thatthat youyou dodo qualifyqualifySeptemberSeptember 20082008)).. Assuming,Assuming, however,however, thatthat youyou dodo qualify,qualify,
SocialSocial SecuritySecurity benefitsbenefits dodo notnot beginbegin untiluntil thethe sixthsixth fullfull
monthmonth ofof disabilitydisability andand areare generallygenerally notnot adequateadequate toto
replacereplace youryour earningearning powerpower.. TheThe averageaverage SocialSocial SecuritySecurity
disabilitydisability benefitbenefit paidpaid inin 20072007 waswas $$11 004004 perper monthmonthdisabilitydisability benefitbenefit paidpaid inin 20072007 waswas $$11,,004004 perper monthmonth..

There is, however, a possible solution…There is, however, a possible solution…



A Potential Disability Income Solution:A Potential Disability Income Solution:

AnAn adequateadequate amountamount ofof personallypersonally--ownedowned disabilitydisability incomeincome insurance,insurance,
coordinatedcoordinated withwith otherother sourcessources ofof income,income, cancan guaranteeguarantee aa sourcesource ofof
incomeincome inin thethe eventevent ofof seriousserious illnessillness oror injuryinjuryincomeincome inin thethe eventevent ofof seriousserious illnessillness oror injuryinjury..

PersonallyPersonally--ownedowned disabilitydisability incomeincome insuranceinsurance benefitsbenefits cancan bebe usedused toto::

preservepreserve youryour independenceindependencepreservepreserve youryour independenceindependence..

maintainmaintain youryour lifestylelifestyle..

givegive youyou timetime toto recoverrecover and,and, ifif necessary,necessary, retrainretrain..

protectprotect youryour assetsassets fromfrom liquidationliquidation..

maintainmaintain youryour personalpersonal savingssavings forfor otherother usesuses..

Finally,Finally, sincesince thethe premiumspremiums paidpaid forfor personallypersonally--ownedowned disabilitydisability incomeincome
insuranceinsurance areare notnot taxtax deductible,deductible, thethe benefitsbenefits areare notnot consideredconsidered asas incomeincome
andand areare receivedreceived 100100%% freefree ofof incomeincome taxtax..



A Disability Income Insurance Checklist:A Disability Income Insurance Checklist:

WithWith disabilitydisability incomeincome insurance,insurance, youyou areare purchasingpurchasing aa streamstream ofof incomeincome toto bebe delivereddelivered toto
youyou byby anan insuranceinsurance companycompany inin thethe eventevent youyou becomebecome disableddisabled.. TheThe policypolicy featuresfeatures andand
benefitsbenefits shouldshould bebe coordinatedcoordinated withwith youryour needsneeds andand premiumpremium--payingpaying abilityability.. AsAs youyou
evaluateevaluate disabilitydisability incomeincome policypolicy featuresfeatures andand benefitsbenefits rememberremember thatthat thethe choiceschoices youyouevaluateevaluate disabilitydisability incomeincome policypolicy featuresfeatures andand benefits,benefits, rememberremember thatthat thethe choiceschoices youyou
makemake willwill impactimpact thethe premiumspremiums youyou paypay andand thethe benefitsbenefits youyou areare entitledentitled toto receivereceive..

Benefit AmountBenefit Amount WhatWhat isis thethe monthlymonthly disabilitydisability incomeincome benefit?benefit?Benefit AmountBenefit Amount yy yy

Waiting PeriodWaiting Period ForFor howhow longlong mustmust youyou bebe disableddisabled beforebefore thethe benefitbenefit
begins?begins? CommonCommon waitingwaiting periodsperiods areare 6060,, 9090,, 180180,, 365365 oror
730730 consecutiveconsecutive daysdays ofof disabilitydisability730730 consecutiveconsecutive daysdays ofof disabilitydisability..

Benefit PeriodBenefit Period ForFor howhow longlong willwill benefitsbenefits bebe paid?paid? CommonCommon benefitbenefit
periodsperiods areare oneone year,year, twotwo years,years, fivefive yearsyears andand toto ageage 6565..



Definition of Definition of 
Total DisabilityTotal Disability

WhatWhat definitiondefinition ofof totaltotal disabilitydisability mustmust bebe metmet forfor benefitsbenefits
toto bebe payable?payable? TheThe definitiondefinition ofof totaltotal disabilitydisability cancan rangerange
fromfrom thethe inabilityinability toto performperform youryour ownown occupationoccupation toto thethe
inabilityinability toto workwork inin anyany reasonablereasonable occupationoccupation basedbased ononinabilityinability toto workwork inin anyany reasonablereasonable occupationoccupation basedbased onon
youryour education,education, trainingtraining andand experienceexperience.. ThisThis isis anan
importantimportant policypolicy provisionprovision toto evaluateevaluate..

Partial Disability Partial Disability 
T tT t

WillWill thethe policypolicy provideprovide benefitsbenefits forfor partialpartial disabilitydisability
followingfollowing aa periodperiod ofof totaltotal disability?disability? IfIf soso howhow muchmuch andandTestTest followingfollowing aa periodperiod ofof totaltotal disability?disability? IfIf so,so, howhow muchmuch andand
forfor howhow long?long? WhatWhat requirementsrequirements mustmust bebe met?met?

Rehabilitation Rehabilitation 
BenefitsBenefits

DoesDoes thethe policypolicy paypay anyany ofof thethe expensesexpenses ofof aa rehabilitationrehabilitation
programprogram duringduring aa periodperiod ofof disability?disability?BenefitsBenefits programprogram duringduring aa periodperiod ofof disability?disability?

Waiver of Waiver of 
PremiumPremium

WillWill policypolicy premiumspremiums bebe waivedwaived duringduring aa disability?disability?

hh ll dd bl ?bl ? dd hhRenewabilityRenewability IsIs thethe policypolicy guaranteedguaranteed renewable?renewable? UnderUnder whatwhat
conditionsconditions cancan premiumspremiums bebe increased?increased?



Other Disability Income Insurance Other Disability Income Insurance yy
Benefits to Consider:Benefits to Consider:

Additional Purchase Option:Additional Purchase Option: Right to purchase additional Right to purchase additional 
disability income protection without evidence of insurability.disability income protection without evidence of insurability.

Social Security Rider:Social Security Rider: Coordinates with an expected Social Coordinates with an expected Social 
Security disability benefit.Security disability benefit.

Cost of Living Rider:Cost of Living Rider: In the event of disability, increases the In the event of disability, increases the 
disability benefit each year to compensate for increases in the disability benefit each year to compensate for increases in the 
cost of living.cost of living.



Disability Income Action Checklist:Disability Income Action Checklist:yy

The Analysis…The Analysis…

EstimateEstimate thethe incomeincome youyou willwill needneed inin thethe eventevent ofof disabilitydisability..

EstimateEstimate thethe disabilitydisability incomeincome thatthat willwill bebe availableavailable toto you,you,EstimateEstimate thethe disabilitydisability incomeincome thatthat willwill bebe availableavailable toto you,you,
includingincluding::

EmployerEmployer--ProvidedProvided ShortShort andand LongLong--TermTerm DisabilityDisability BenefitsBenefits
SocialSocial SecuritySecuritySocialSocial SecuritySecurity
OtherOther GovernmentGovernment--ProvidedProvided DisabilityDisability BenefitsBenefits
OtherOther sourcessources ofof incomeincome

DetermineDetermine thethe additionaladditional monthlymonthly incomeincome requiredrequired toto achieveachieve
youryour disabilitydisability incomeincome objectiveobjective..



Disability Income Action Checklist:Disability Income Action Checklist:yy

To Implement a Disability Income Insurance Plan…To Implement a Disability Income Insurance Plan…To Implement a Disability Income Insurance Plan…To Implement a Disability Income Insurance Plan…

SelectSelect typetype ofof policypolicy andand amountamount ofof personallypersonally--ownedowned disabilitydisability
incomeincome insuranceinsurance..

EvaluateEvaluate andand selectselect appropriateappropriate optionaloptional benefitsbenefits..

EstablishEstablish insurabilityinsurability..

ArrangeArrange forfor paymentpayment ofof premiumspremiums..gg p yp y pp



You Can Manage Your Finances…You Can Manage Your Finances…

It’sIt’s byby managingmanaging youryour financesfinances thatthat youyou writewriteIt sIt s byby managingmanaging youryour financesfinances thatthat youyou writewrite
thethe storystory ofof youryour lifelife.. YouYou areare bothboth thethe authorauthor
andand thethe story’sstory’s principalprincipal charactercharacter.. ResolveResolve toto
performperform whatwhat youyou oughtought..

BenjaminBenjamin FranklinFranklin


