




 


























































—


































—





1 
 

 
Sabrina Lewis – District 1 Director 

 
  
 that you own a machine that creates money.  Every 
morning when you wake up, your machine dispenses 

$1921 to you.  Your machine is a valuable asset, so you wisely purchase insurance to 
safeguard against its loss. 
 
Actually, that machine is YOU!  The valuable asset is your earning ability.  It makes 
good sense to wisely purchase insurance to safeguard against the loss of your 
earning ability ASAP!  It makes good sense to purchase disability insurance.   
 
I needed help selecting the right individual disability 
insurance policy, so I called Rene Apack2, a disability 
insurance advisor with nearly two decades of 
experience.  Rene explained to me that there are two 
basic categories of disability insurance: short-term and 
long-term. 
 

SHORT-TERM DISABILITY INSURANCE 
The typical short-term disability (STD) insurance policy 
pays you 60 to 70 percent of your pre-disability base salary.  
Benefit payments last for a short term, typically 3, 6, 12, or 24 months. 
 
What is a short-term disability?  A disability that is expected to last for 90 days or less.  
Common types of short-term disabilities include: 
 

• Cancer 
• Complications from pregnancy 
• Nonwork-related injuries 
• Digestive disorders 
• Back disorders 

 
There is a waiting period to receive benefits.  You start receiving benefits after a waiting 
period, usually 14-30 days after you become disabled.  
 

                                                           
1 Daily pretax pay based on a five-day work week and a $50,000 annual salary 
2 Disabilityinsuranceadvisor.com 

Imagine 

DISABILITY 
INSURANCE is the 
most important 
insurance you can 
buy.     

-Rene Apack 
disabilityinsuranceadvisor.com 
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LONG-TERM DISABILITY INSURANCE 
Long-term disability insurance (LTD) kicks in after short-term disability insurance expires.  
LTD policies typically pay out for around three years but could pay until your retirement.  
Usually, a long-term disability insurance plan will pay you about half of your working salary. 
You can purchase a plan that will pay 60% or more of your working salary, but that varies by 
insurer and your work duties. 
 
Long-term disability insurance policies generally fall into two categories: 

1. Own Occupation disability insurance:  This policy defines a disability as the 
inability to work at your regular occupation even if you still might be able to work 
at another occupation.  For example, a surgeon with hand tremors who takes a job 
as a medical school lecturer would be eligible for benefits under an Own 
Occupation policy because she can’t perform the duties of her own occupation. 

 
2. Any Occupation disability insurance:  To qualify as disabled under this policy, 

you must be unable to work at any occupation. This is a harder policy to claim 
benefits from, but it is also usually less expensive than an Own Occupation 
policy. 

 
Which type of LTD policy should I buy?  Rene says if you can afford an Own Occupation policy, 
that’s what you should get. Rene also recommends a non-cancelable and guaranteed renewable 
policy (sometimes only available as a rider). “Non-cancelable” means the insurer cannot change 
the terms of your policy (including the premium rate) as long as the premiums are paid.  
“Guaranteed renewable” means your policy cannot be canceled so long as your premiums are 
paid. 
 
What is a long-term disability?  Common types of long-term disabilities include: 
 

• Musculoskeletal/connective tissue disorders (back pain, osteoarthritis) 
• Cancer 
• Injuries/poisoning 
• Cardiovascular/circulatory disorders (heart attack, coronary artery disease) 
• Mental disorders 

 
There is a waiting period to receive benefits.  The typical elimination period is 90 days. You 
can alter the cost of your policy by changing its elimination period. Longer elimination periods 
provide cheaper premiums; policies with shorter elimination periods have higher premiums. 
  

COST 
The average annual premium for short-term and/or long-term disability insurance is 1 to 3 
percent of your income.   While the cost of the policy is important, you also need to be aware of 
the length of time that the policy will pay and how the policy treats pre-existing conditions.  
 
Rene advises that the best time to apply for a disability insurance policy is as soon as you start 
working.  When you are healthy, you can easily pass any medical screening and underwriting, 
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helping to keep your rates low.  
 

TAX CONSEQUENCES 
To better understand the relationship between disability insurance premiums, benefits, and taxes, 
I contacted Anamarie Bratcher3, an accounting professional at I.H. McNeill, III, P.C, Certified 
Public Accountants.  Generally speaking: 
 

 If your employer pays your disability insurance policy premiums, you will have to pay 
taxes on your disability benefits unless the payment is reimbursement for medical 
expenses or for permanent loss or loss of use of part of the body or permanent 
disfigurement. 

 
 If your employer pays a portion of your disability insurance policy premiums and you 

pay a portion of your premiums with pretax dollars, you will have to pay taxes on a 
portion of your disability benefits. 

 
 If your employer pays a portion of your disability insurance policy premiums and you 

pay a portion of your premiums with after-tax dollars, you will not have to pay taxes on 
your disability benefits. 

 
 Disability insurance premiums are not tax deductible, but you will not have to pay taxes 

on your disability benefits. 

Should you pay for disability coverage with pretax or after-tax dollars?  If you never use your 
disability benefits, you'll save money by paying your premiums with pretax dollars (because you 
reduce your taxable income). But if you ever need to use your disability benefits, having paid 
your premiums with after-tax dollars places you in a better position, ultimately, because your 
benefits will not be taxed. 

Always consult your tax professional for advice. 
 
 

SOCIAL SECURITY DISABILITY INSURANCE 
Social Security disability insurance (SSDI) is a government-funded disability program.  You 
pay Social Security taxes, which pays into this program.  The amount of money you receive each 
month will be based on your average lifetime earnings before your disability began. It is not 
based on how severe your disability is or how much income you have. Most SSDI recipients 
receive between $800 and $1,800 per month (the average for 2019 is $1,234). However, if you 
are receiving disability payments from certain other sources, your SSDI payment may be 
reduced. 
 
What is a “Social Security” disability?  To be approved for monthly SSDI benefits, you must 
prove that your condition prevents you from being able to perform any kind of work. 
  

                                                           
3 https://www.ihmcneill.com/splash 
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There is a waiting period to receive benefits.  The first six months that you are disabled are not 
eligible for SSDI benefits.  The average SSDI claim can take five months to get approval.   
 
The federal government does not supply any kind of coverage for short-term disabilities. 
 
Acceptance rates for SSDI are low.  If you have the means to cover yourself with private 
disability insurance, you should. 
 
If you are receiving Social Security disability benefits when you reach full retirement age, your 
disability benefits automatically convert to retirement benefits, but the amount remains the same. 
 

LONG-TERM DISABILITY and SOCIAL SECURITY DISABILITY INSURANCE 
Social Security disability insurance (SSDI) is very different than long-term disability insurance.  

Having long-term disability insurance can be beneficial because being approved for SSDI 
benefits can be a long process. Strict criteria must be met.  It is usually easier to get approved for 
long-term disability benefits than it is to gain SSDI approval. You can be receiving long-term 
disability benefits while your SSDI claim is being processed. 

How Social Security Disability Benefits Impact Long-Term Disability Benefits.  It is possible to 
receive long-term disability insurance benefits and SSDI at the same time. Some long-term 
disability insurance policies even require that you apply for SSDI benefits after a specific 
timeframe so you may be able to continue receiving benefits.  

After you have been approved to receive SSDI benefits, your long-term disability insurance 
provider will pay you the difference between your SSDI benefits and your insurance policy 
amount. The amount of the offset depends on your specific long-term disability plan’s terms and 
the amount of SSDI benefits that you receive each month. 

If you are receiving LTD benefits, consult with a disability attorney or advocate before you apply 
for SSDI. An attorney can help you understand how SSDI will impact your long-term disability 
benefits. Your attorney will also help you through the claims process and help you get all your 
documentation so you can properly and adequately support your disability benefits claim. 

WORKERS’ COMPENSATION VS. DISABILITY INSURANCE 
It is important to understand the difference between workers’ compensation insurance 
and disability insurance.  Workers’ compensation insurance only pays if and when you 
are injured on the job or have an employment-related illness. It is often mandated by the 
state and by many contractors. Disability insurance, on the other hand, covers illness and 
injury that happens away from the job and that is not job-related. It is not mandatory to 
have disability insurance. 
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Author’s Note:  I was motivated to learn more about disability insurance because of two court 
reporter colleagues who experienced sudden and severe neurological events.  Sarah (not her real 
name) suffered an aneurysm one morning while she was on her way to the courthouse.  Sarah 
recovered and, after many years, was able to return to court reporting.  Jim (not his real name) 
had a stroke and experienced paralysis which gradually resolved, but he has not yet regained the 
ability to read or write steno. 

THE LONG AND THE SHORT OF IT 
 
Short-term disability insurance 

• 14-30 day waiting period 
• Payable 3-24 months 
• 60-70% of income 

Long-term disability insurance 
• 90-day waiting period 
• 1-3 years or retirement 
• 50% of income 

Social Security disability insurance 
• Strict criteria 
• Payable until no longer disabled or retirement 
• Based on lifetime earnings 

Premiums and Taxes 
• If employer pays premiums, you must pay taxes on your benefits 
• If employer pays a portion of premiums and you pay a portion with pretax 

dollars, you must pay taxes on a portion of your benefits 
• If employer pays a portion of premiums and you pay a portion with after-tax 

dollars, you do not have to pay taxes on your benefits 
• If you pay the entire cost of your policy, the premiums are not tax deductible, 

but you will not have to pay taxes on your benefits 
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