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Disability Insurance Guide for Residents & Fellows

Our goal is to help you decide how to protect your medical career in the event of a disability. This guide will educate
you on everything you need to know about Disability Insurance (DI) for physicians.

Every physician should establish and maintain disability insurance protection throughout their career. Ideal timing to
establish coverage is when you are young and healthy. As a physician, you have invested significant time, effort,
and resources in your training. We strongly recommend protecting your most valuable asset, your ability to practice
in your medical specialty.

Disability Insurance pays you a monthly benefit if you are unable to practice your specialty due to an iliness or
accident. Initial monthly benefit is established when a policy starts. For residents and fellows, most companies offer
monthly benefit limits between $5,000 and $8,000, regardless of income. When you complete training and begin
practice you can increase your monthly benefit based on your new income. Typically, monthly benefits are not
taxable and are based on a percentage of your income.

Definition of Disability & Types of Disability

The heart of any disability policy is the Definition of Disability. A comprehensive disability policy will include four
types of disability: Total, Partial / Residual, Recovery, and Presumptive. Below we dive into contractual
provisions of each.

— Total Disability — should protect you in your medical specialty. Your policy:

o @ should contain precise wording such as “inability to practice the material and substantial duties

of your occupation.” Occupation specifies “if you have limited your practice to a specialized area of
medicine.”

o O beware policies with vague, restrictive language: “completely,” “can,” “any and every,” “all,” “any

occupation,” “gainful occupation,” “training, education, or experience” etc.

- Partial / Residual Disability — will pay you a percentage of your total disability benefit if you work in your
specialty on a part-time basis or can work full-time but are not able to perform your duties as efficiently as prior
to disability. Partial disability should not have to follow a period of total disability for you to receive benefits and
should serve to satisfy the elimination period. In addition, if you work in another area of medicine or any other
occupation, that should not be considered partial disability and reduce your benefits. Typically, partial benefits
begin after a 15% — 20% loss of pre-disability income.

- Recovery Benefit — allows benefits to continue following recovery from disability and is intended to fill the
income gap when you are no longer medically disabled but have not yet financially recovered. Recovery benefits
usually end when you are receiving 80% — 85% of your pre-disability earnings.

- Presumptive Disability — is the worst type of disability: the “loss of use of two or more limbs, sight, speech or
hearing.” In the event this occurs, you are “presumed” disabled and receive your total monthly disability benefit
with no waiting period even if you can work in your specialty, or in another occupation.

Premiums & How They’re Determined

Premiums are based on monthly benefit, age, gender, medical specialty, state of residence, health, policy
provisions, policy type, and available discounts. The younger you are, the lower your premium. Men are
statistically at lower risk for disability than women, and as a result their premiums are often 30% — 40% lower. Rates
for invasive specialties are approximately 10% higher than rates for non-invasive, and Anesthesiologists are the
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highest risk category with approximately 20% higher premiums. Some specialties are considered non-invasive
during residency and invasive during fellowship. As a result, it is wise to establish coverage during the non-invasive
stage of training.

Where you live and practice is also a factor; generally, more populated states have higher rates. Health issues can
also impact rates. Disability coverage is the hardest type of insurance to qualify for—over 60% of
applications result in a policy issued other than as applied (with exclusions, reduced benefits, etc.).

Basic Policy Provisions

The Elimination Period is the period starting from the date disability occurs to when benefits become payable.
Options are between 30 to 365 days. The longer the elimination period, the lower the premium. The most cost-
effective elimination period is usually 90 days. Your practice situation can help determine appropriate length. Avoid
policies that do not allow you to satisfy the elimination period while working in another occupation or part-time in
your specialty or require the elimination period to be satisfied within a consecutive number of days.

A Benefit Period is the maximum amount of time your monthly benefit will be paid for a disability and can be
between 2 years to age 70. The shorter the benefit period, the lower the premium. Our recommended benefit period
is at least to age 67 to provide protection until as close to retirement as possible.

Optional Policy Provisions

Benefit Increase Options (FPO / FIO / BIR) are a must for any resident / fellow establishing disability coverage.
This provision allows an increase of monthly benefit in the future, regardless of health, if your income qualifies. It
protects against any future risk class changes and ideally includes discounts established at policy inception.

A Cost of Living Adjustment (COLA) Rider is another option. This rider increases the monthly benefit after one
year receiving disability benefits. The increase is based on either a guaranteed percentage or change in the
Consumer Price Index, up to a predetermined cap of 3% or 6%. This rider tends to be an expensive option and may
not be cost-effective.

The Student Loan Protection Rider is designed to pay up to 100% of the monthly payment for student loan debt to
a maximum of $500 — $2,500 per month subject to specific conditions in the event of a total disability. This rider is
not available with every plan.

Catastrophic Disability Benefit Rider is designed to pay an additional monthly benefit for loss of sight, speech,
hearing, or the use of two or more limbs, or inability to perform two or more activities of daily living?.

Types of Disability Insurance Policies

An Individual policy — is a contract between you and the insurance company. Policies should be non-cancellable
and guaranteed renewable, which means premiums never change and are guaranteed level. The policy can never
be cancelled, contractual provisions can’t be changed, and exclusions can’t be added, as long as premiums are
paid. These policies also offer the most robust benefits and can be designed to suit your unique personal situation.

Association plans — are contracts between the insurance company and the association. Premiums increase, and
premium schedule and any policy provisions are at risk of change. Partial disability benefits are typically only paid if

1 Some policies written in California may have more restrictive terms for this rider
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total disability benefits are paid first. Insurance companies can cancel the policy or increase premiums at any policy
renewal. Due to the uncertain nature of these policies and more restrictive policy provisions, association plans
should only be used to supplement individual policies.

Group plans — are usually paid for and provided by your employer and are contracts between the insurance
company and your employer. Benefits received are taxable income, unlike with individual or association policies. As
with association policies, contractual provisions and language are restrictive. These types of policies are also
subject to ERISA (Employee Retirement Income Security Act of 1974). This basically means if your benefits are
denied, you must exhaust an administrative appeals process before you can seek a legal remedy. Furthermore, if
the insurance company loses in court, it is only required to pay what it would have paid for the claim originally. If you
change employers, the policy does not go with you. As a result, group policies should only be used to supplement
individual policies.

Critical Questions

Now that you know what to look for you can answer two important questions:

1. How much is a typical policy?
Premiums for a comprehensive individual policy vary significantly based on the policy variables mentioned and
are typically between 1% — 4% of annual income.

2. Where can | obtain a policy?
The financial industry is like medicine, there are specialists. Seek an individual who represents all major
disability insurance companies and who is knowledgeable and experienced working with physicians and their
unique disability income needs. It should be clear what a disability specialist does from the beginning. Be aware
of potential misdirection from “financial” or “investment” advisors, loan consultants, etc., who represent only one
insurance company. Look up who pays their rent and office expenses. Many insurance agents specializing
in disability insurance for physicians have access to discounts, and even pre-approved programs for residents /
fellows with no medical underwriting. These are extremely worthwhile and should be taken advantage of
whenever possible.

If we can be of any further assistance contact our team below. To request your personalized DI comparison,
click here. Feel free to share this guide with your colleagues. We wish you continued success as you complete
training and begin practice!

The DI4MDs team can be reached via phone at (858) 523-7518 or via email:
- Andy Borgia — andyb@di4mds.com

- D.K. Unger — dku@di4mds.com

- Jenna Borgia Karamanos — jennab@di4mds.com

- Emily Potgeter — admin@di4mds.com
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Option removed if
not exercised + 50%
of increase accepted

Increase rate based
on state of residence
at benefit increase
OR original state—
go with most
favorable rate

Option removed if
not exercised + 50%
of increase accepted

Increase rate based
on state of residence
at benefit increase

Option removed if
not exercised + 50%
of increase accepted

Increase rate based
on state of residence
at benefit increase

Option removed if
not exercised + 50%
of increase accepted

Increase rate based
on state of residence

at start of policy

Policy Standard Guardian Principal Ameritas MassMutual
Provisions
AM Best Grade: A | AM Best Grade: A+ | AM Best Grade: A+ | AM Best Grade: A+ | AM Best Grade: A+
Founded in 1906 + Founded in 1879 Founded in 1887 +
Founded in 1860 Founded in 1851
Underwritin | None Prescription history, | Prescription history, | Prescription history, | Prescription history,
g Required medical claims / medical claims / medical claims / medical claims /
record review, record review, record review, record review,
possible exam, possible exam, possible exam, possible exam,
hobby review hobby review hobby review hobby review
Total Own occupation — Own occupation — Own occupation — Own occupation — Own occupation —
Disability specialty specific specialty specific specialty specific specialty specific specialty specific
Definition for most non-
invasive specialties
Partial / 20% loss of income | 15% loss of income | 20% loss of income | 15% loss of income | 15% loss of income
Residual required required required required required
Disability loss of time / duties | loss of time / duties loss of time / duties
satisfies waiting satisfies waiting satisfies waiting
period period period
Loss of income 50% benefit
50% benefit Loss of income indemnity for first 12 | guaranteed first 6 100% benefit paid for
guaranteed first 12 indemnity for first 12 | months months first 3 months, 50%
months months + 50% benefit guaranteed
Recovery % of monthly benefit | % of monthly benefit | % of monthly benefit | % of monthly benefit | % of monthly benefit
Benefit
Stops once 80% of Stops once 85% of Stops once 80% of Stops once 85% of Stops once 85% of
pre-disability pre-disability pre-disability pre-disability pre-disability
earnings exceeded earnings exceeded earnings exceeded earnings exceeded earnings exceeded
or maximum benefit
reached
Presumptive Waiting period Waiting period Waiting period Waiting period Waiting period
Disability waived waived waived & benefits waived waived
paid for life
loss must be loss does not have to | loss must be loss does not have to | loss must be
irrecoverable be irrecoverable permanent + for any | be irrecoverable irrecoverable
and every purpose or
Benefit Maximum eligible Maximum eligible Maximum eligible Each policy Maximum eligible
Increase every 3yearsto 55. | every 3yearsto 55. |every 3yearsto55. |anniversary to 55. every 3 years to 55.
Options Advance option Advance option Advance option Full amount available | Advance option
available available available through 40 available

Option removed if
not exercised + 50%
of increase accepted

Increase rate based
on state of residence

at start of policy
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Mental /
Psychiatric
Coverage

24 month lifetime
limit no limit if
hospitalized

24 month lifetime
limit no limit if
hospitalized

24 month lifetime
limit no limit if
hospitalized

24 month lifetime
limit no limit if
hospitalized

24 month limit per
claim
no limit if

hnenitalizoan

Exclusions /
Limitations

12 month benefit
limit during disability
period residing
outside US or
Canada

No benefits for:

- Disabilities
caused by war,
act of war,
resulting from
military training,
military action or
conflict while on
active duty

- Committing a
felony,
participating in a
riot, engaged in
an illegal
occupation, or
while
incarcerated

= Intentionally
self-inflicted
injury

- Normal
pregnancy or
childbirth

12 month lifetime
benefit limit if
residing outside US,
Canada, or Mexico
unless living full time
in US, Canada, or
Mexico for 6
consecutive months
each calendar year

No benefits for:

— Disabilities
caused by
military training,
military action,
military conflict,
war, while
serving in
military (active
or reserve), or
working for
contracted
military

- Committing /
attempting a
felony, or
engaged in an
illegal
occupation

= Intentionally
self-inflicted
injury

- Normal
pregnancy or
childbirth

12 month benefit
limit during each
continuous disability
if residing outside US
or Canada unless
residing in the US or
Canada for 6
consecutive months
each calendar year

No benefits for:

- Disabilities
caused by active
military service
during military
action / conflict

- Committing /
attempting a
felony, engaged
in illegal
occupation /
activity

= Intentionally
self-inflicted
injury

- Normal
pregnancy or
childbirth

If not employed at
time of disability,
“occupation”
means any
occupation you can
perform based on
education, training,

12 month lifetime
benefit limit for
benefits received
outside US

No benefits for:

- Disabilities
caused /
contributed by
war

- Attempting to
commit a felony,
engaging in an
illegal
occupation

= Intentionally
self-inflicted
injury

= Normal
pregnancy or
childbirth

If not employed at
time of disability,
“occupation”
means any
occupation you can
perform based on
education, training,

No benefits for:

- Disabilities
caused /
contributed to by
war, (declared or
undeclared)

- Committing /
attempting a
felony, engaging
in an illegal
occupation,
participating in a
riot or
insurrection

- Intentionally
self-inflicted
injury

- Normal
pregnancy or
childbirth
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