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Disability Insurance 
By Eric S. Studley, DDS 

 

When you buy a car, you purchase car insurance.  When you purchase a home, you buy 

homeowners insurance.  These types of insurances cover those assets in case of a catastrophe.  

Well, what about insuring yourself from a catastrophe or a disability that will limit or prevent 

you from earning an income in your profession.  You have spent many years of your life as well 

as financial hardship to reach your goals.  Now that you have finally reached those goals, it is 

important to insure them.  There are many types of disability insurance policies that you will 

need throughout your career.  The following will be discussed: 

 

   A. Personal Disability Insurance 

   B. Professional Overhead Expense Insurance 

   C. Disability Buy-Out Insurance 

   D. Business Reducing Term Insurance  

 

 

A. Personal Disability Insurance 
 

In my opinion, a personal disability policy is one of the most important insurance policies that 

you should purchase.   A personal disability policy will cover your loss of income should you 

become disabled.  A disability can be caused by a sports injury, a broken limb, a car accident, an 

illness, a problem pregnancy, a heart attack, a serious back injury, depression, cancer or diabetes, 

etc.  Having the proper coverage will allow you to protect yourself and your family. 

 

In this section, I will list and define many parts of a disability policy.  There are multiple 

companies that sell disability insurance, but they may not have all of these policy provisions or 

use the same terminology. 

 

1. Non-cancellable coverage:  What good is an insurance policy if it can be cancelled just when 

you need it most?  To avoid this possibility, choose a policy that’s non-cancellable and 

guaranteed renewable to age 65 as long as you keep paying premiums on time.  This also means 

that premiums are guaranteed until age 65 or 67, if available. 

 

2. Guaranteed renewable for life: Although premiums may increase after age 65, your policy 

should be conditionally renewable for life, as long as you are at work full time.  The very best 

coverage has no age limit for renewability. 

 

3. Own-Occupation: This type of disability insurance policy pays benefits if you can’t perform 

“the material and substantial duties of your occupation” because of sickness or injury.  “Your 

occupation” means your regular occupation at the time you become disabled.  With Own-Occ 

coverage, you are not considered totally disabled–and receive benefits accordingly-as long as 

you are not able to work in your own occupation even if you are performing unrelated duties in a 

different occupation. 

 

4. An elimination period: Functions somewhat in the way a deductible amount does on other 

types of insurance.  Rather than making you responsible for paying a certain dollar amount 

before coverage starts, however, it is a period of time you must wait after you become disabled 

before your benefits begin.  There are several choices of elimination periods from 1 month, 2 



 2 

months, 3 months, 6 months, 1 year or 2 years.  The longer the elimination period, the lower the 

cost of your coverage.  

 

5. For each elimination period, there is a corresponding “Accumulation Period”.  Starting with 

the first day of disability, the accumulation period is a set period of time during which you need 

to accumulate enough days, weeks or months of disability to satisfy your elimination period.  If 

you return to work after a period of disability that’s shorter than your elimination period but then 

become disabled again while you are still in the accumulation period, the time you were 

originally disabled still counts toward the fulfillment of your elimination period. 

 

6. Benefit Period: This is the length of time that you will be paid on a disability claim.  

Companies offer benefit periods of 2 years, 5 years, 10 years, to age 65, to age 67 and some form 

of lifetime benefit. 

 

7. Residual Disability Benefit Rider:  Sometimes an illness or injury doesn’t cause a total 

disability, but it does limit your ability to work and results in decreased income.  Or, you might 

suffer a total disability and return to work, but not at your pre-disability level of income.  For 

these reasons, you should look for a policy that provides benefits for partial (also called 

“residual”) disabilities. 

  

8. Future Increase Option Rider:  Obtaining additional coverage to protect a growing income 

normally requires providing evidence of good health each time you apply.  But when your 

ProVider Plus policy includes the Future Increase Option Rider, you will be eligible to purchase 

additional coverage each year until age 55, with no medical insurability requirement.  This 

optional rider is a great way to ensure that you can protect your income regardless of any 

changes in health you may experience.  Your eligibility will be determined by your current 

financial situation, as determined by your income, employment and existing disability insurance 

protection. 

  

9. Cost of Living Adjustment Rider:   Inflation is a fact of life, but is often a forgotten economic 

hazard when people plan for the future.  Fortunately, a Cost of Living Adjustment Rider is 

offered, which will adjust your benefit to help keep pace with inflation while you’re totally or 

residually disabled.  And for more flexibility, you can select from different COLA options 

(typically from 3%-6%). 

  

10. Catastrophic Disability Benefit Rider:  This optional rider offers you extra protection from 

the financial impact of the most severe disabilities.  For instance, those resulting in: 

 

 Cognitive impairment 

 The loss of two or more of the following activities of daily living: bathing, continence, 

dressing, eating/feeding, toileting and transferring. 

 Irrecoverable loss of sight in both eyes, hearing in both ears, speech, or the entire use of 

both hands, both feet or one hand and one foot. 

 

When combined with the base policy benefit and other disability coverage, the Catastrophic 

Disability Benefit Rider may cover up to, but not exceed, 100% of your income from all sources. 

  

11. Issue and Participation Limits:  This term relates to the amount of disability benefit that you 

can purchase based on your profession and income.  Not all companies have the same issue and 

participation limits and it’s important to know the maximum benefit you can purchase. 
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12. Riders: Additional provisions that you can add to a policy to enhance coverage.   

 

These are just some of the benefits available in a personal disability policy.  All companies offer 

different riders and definitions of disability.  It is important to work with an insurance advisor 

that has specialty knowledge in disability insurance.  A disability insurance specialist will have 

the knowledge to compare all different policies and design the policy that is right for you.  

Always make sure that your advisor shows you all available riders in a policy so you can make 

an educated decision. 

 

In my professional opinion, I recommend the following personal disability policy: 

1. Non-Cancellable 

2. Guaranteed Renewable 

3. True Own Occupation 

4. Lifetime Coverage 

5. Residual Disability 

6. Cost of Living Adjustment Rider 

7. Catastrophic Disability Benefit Rider (if available) 

 

Note:  Not all states offer the same benefits in disability policies.  Benefit periods and available 

riders may vary. 

 

Premium Payments 

 

In regards to your personal disability insurance policy, some companies offer payment option to 

fit your present financial situation. 

  

1. Graded – this payment option offers the insured the option to have lower premium payments 

at the beginning of the policy with increased premiums every year the policy is in force. 

  

2. Level - this payment option offers the insured the option to pay the same premium on the 

policy throughout the life of the policy. 

 

Note:  Graded premiums will eventually cost you more over the life of the policy compared to a 

level premium.  It would be wise to convert your graded premium to a level one as soon as 

financially affordable.  In addition to graded and level premiums, there may be other programs 

available that will allow you to receive additional discounts on your personal disability policy 

with certain insurance companies. 

     

1. Multiple-Policy Discount 

    2. Preferred Risk Discount 

    3. Employer Sponsored Plan Discount 

    4. Non-Smoker Discount 

 

These discounts may not be available with all companies and vary by state as well.  Your 

disability insurance advisor should be well versed in these discounts that may be available to 

you. 
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Business Disability Insurance 
 

B. Professional Overhead Expense Insurance 

 
Helps pay your monthly expenses to keep the business up and running including the cost of a 

temporary replacement.  With overhead expense coverage specifically for professionals, you 

could be reimbursed in the case of total disability for any or all of the following: 

 

 Office rent 

 Electricity 

 Heat 

 Utilities 

 Telephone 

 Real estate taxes 

 Interest on debt 

 Salaries of employees who are not members of your profession 

 Rent or lease expense of furniture and equipment 

 Depreciation or scheduled installment payments of principal of debt 

 

You can also get partial disability coverage as well if your disability limits you to part-time 

work.  You may also want to purchase a future purchase option so you can increase your 

monthly benefit as your expenses increase without proof of medical or health status.  Overhead 

policies usually have a benefit period from one to two years. 

 

C. Disability Buy-Out Policy 
 

Helps solve the funding problem should one of your partners become disabled and needs to leave 

the business.  Policies are purchased for each owner or partner who would be eligible for buy-out 

in the case of his or her total disability.  Then, if one owner or partner becomes totally disabled, 

benefits are paid monthly or in a lump sum or in a combination of the two.  These benefits are 

paid until the partner is “bought out”-when the policy’s maximum payment, based on a valuation 

of the company, has been paid (or until the disabled policyowner has recovered, or certain other 

conditions may have been met-see your agent for further clarification). 

 

With the disabled partner or owner compensated for his or her share of the business, the others 

are then left free to rebuild the company-without the crushing financial obligation of funding the 

buy-out from the company’s reserves. 

 

D. Business Reducing Term Insurance 

 
Helps meet fixed obligations such as business loans, purchase agreements or employment 

contracts.  This type of disability insurance is used to fund these financial obligations.  This type 

of policy is not offered by most insurance carriers. 

 

Additionally, there are also disability policies available that will help protect your retirement 

contributions if you become disabled.  Long Term Care Insurance is an additional form of 

insurance that covers long term care at home, in an assisted living facility, nursing home or in the 

community through special programs.   
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As always, consult with your advisor in regards to all your insurance planning. 

 

Underwriting and Medical Requirements 

 

When applying for life or disability insurance, depending on the type and amount of insurance 

you are applying for, as well as your age, a medical exam is usually required by the insurance 

company.  A blood and urine test, as well as height, weight, blood pressure and pulse rate will be 

completed by a para-medical examiner at your location of choice supplied by the insurance 

company.  Depending on the amount of benefit, as well as your age, additional medical 

requirements may be needed.  A complete medical history will also be done, now recently being 

done by the medical services via a phone interview.  It is imperative that you are honest and 

diligent in answering these questions, as the insurance company underwriters will evaluate your 

health status based on these truthful answers.  The insurance company will also have access to 

the Medical Information Bureau (MIB) with your signed consent, to evaluate your past medical 

history over the last ten years.  Based on your past and present medical history, the insurance 

company may also contact any of your healthcare providers to complete an attending physician 

statement (APS) explaining a current or past diagnosis or treatment as well as provide a copy of 

your medical records.  Your prescription history will also be checked.  If you do have a pre-

existing condition (on-going problem) you may still be able to get a policy, although you may be 

rated (charged an additional premium) or in the case of disability insurance, the company may 

exclude for a set time frame (2 years, 5 years, permanent, etc.) the condition in question.  

Disability insurance companies may also reduce the length of the benefit period, as well as 

exclude the addition of other riders available.  Not all companies view all conditions the same, 

therefore it is important that your insurance advisor is well versed in all disability companies as 

you will then be best advised. 

 

Key Considerations Before You Decide 

 

There are many factors to consider when designing the policy that is right for your particular 

situation.  To make the best choices, it’s important to understand all the options-especially when 

weighing value and cost, and how you really want the policy to perform.  When working with 

your advisor to design a policy, here are key things to consider: 

 

How Much Monthly Benefit Do You Need? 

You can use these general factors to help to determine the amount of coverage you need and for 

how much you may qualify: 

 

 Your current expenses, including savings 

 Your current income 

 Expected future earnings 

 Other disability insurance you may have, such as a group long-term disability (LTD) plan 

 

What Factors Influence Your Costs? 

 

 Occupation – What you do for a living determines your “occupational class.”  Some 

occupations present more risk of becoming disabled because of the nature of the work; 

persons in these occupation classes will pay slightly more for coverage. 

 Health – Your current health establishes a “risk class.”  The healthier you are, the better 

the risk class, and the less you will pay for coverage. 

 Age – Typically, the younger you are, the less you will pay for coverage. 
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 Income – To a large degree, your income will determine the maximum amount of 

monthly benefit that you can purchase, the greater the monthly benefit, the higher the 

premium. 

 Policy Design – The selection of the policy elimination period, benefit period, benefit 

amounts and optional riders will also determine the policy premium. 

 Student and Residency Discounts – some dental schools and hospital residency programs 

have discounted disability policies that will help lower costs. 

 First Year in Practice – most disability companies offer a first year monthly base amount 

regardless of your income.  You can purchase this amount at a younger age, therefore 

lowering your costs. 

 Specialty Limits – most disability companies offer a higher first year monthly base 

amount regardless of your income.  You can purchase this amount at a younger age, 

therefore lowering your costs. 

 

Flexible Premium Options to Fit Your Budget 

 

 Level premiums remain the same through the policy’s expiration date. 

 Graded premiums increase annually and are also convertible to a level premium on the 

policy anniversary up to age 50.  Upon conversion, you pay the rate indicated for that 

age. 

 Step-rate premiums increase once to a level premium, at age 35 or five years after 

purchase, whichever is later. 

 Not all of these premium options are available with all companies. 

 

Important Questions to Ask Your Insurance Advisor 

 

Whether you walked through this information on your own or with an insurance advisor, you are 

now much better prepared to make the appropriate choices when designing a policy that is best 

for you. 

 

As you customize coverage options with your advisor, use this checklist to make sure you cover 

all the bases: 

 

1. How much monthly benefit should I apply for? 

2. How soon after disability are benefits payable? (Which elimination period should I 

choose?) 

3. How long should benefits last? (Which benefit period should I choose?) 

4. How do factors such as my occupation, income and health status influence the cost of 

coverage? 

5. Why should I consider adding the Residual Disability Benefit Rider? 

6. Is there a good way to help my policy keep pace with increased earnings? 

7. What are the differences between the Future Increase Option and Cost of Living 

Adjustment Riders? 

8. What’s the best way to help protect my retirement income? 

9. When would a Catastrophic Disability Benefit Rider work in my favor? (if available) 

10. Should I add the Unemployment Premium Waiver Rider? (if available) 

11. Should I consider the Social Insurance Substitute Rider? (if available) 
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Next Steps 

 

1. Ask to review a proposal – Your advisor will create a recommendation based on the 

features and benefits you discussed.  This proposal will provide the cost of coverage, 

showing the premium for the base policy as well as the cost of each additional rider. 

Of course, this is not guaranteed until fully underwritten. 

 

2. Think about your business – If you are a business owner, there is more at risk should you 

become too sick or injured to work.   These options can give you peace of mind: 

 Overhead Expense Insurance helps you pay monthly expenses to keep the 

business up and running, including the cost of a temporary replacement. 

 Disability Buy-Out Insurance helps to solve the funding problem should one of 

your partners become disabled and need to leave the business. 

 Business Reducing Term Insurance helps meet fixed obligations such as loans or 

employment contracts (not available with all companies). 

 

3. Work with your advisor to complete the application.  He or she will also brief you on the 

 medical and financial information needed to help evaluate your application. 

 

 

Protect your most valuable asset 

 

Safeguard your lifestyle and your future financial well-being.  When you do, you’ll have the 

comfort of knowing you own a comprehensive policy from a highly reputable and 

experienced company with a history of stability and success. 


