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Disability Insurance

Things to Consider Before You Buy
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Financial Advisor

NO ONE WANTS TO THINK ABOUT NEED DISABILITY INSURANCE. But consider that,
according to the Social Security Administration, the probability a person born in 2000
will become disabled before age 60 is nearly twice that of passing away. As you age, the
probabilities for both increase, but you are still more likely to experience a disability than
death. Doing something to address that risk could save you a lot of grief and aggravation
should you become disabled.

The Council for Disability Awareness lists the top five reasons for disability claims as
musculoskeletal (muscle, back and joint disorders), cancer, injuries, cardiovascular issues
and mental disorders. All of these conditions are unforeseen and can cause people to
need more time off work than their paid time off allows, sometimes for extended periods,
sometimes permanently.

The loss of income from not being able to work, especially during your peak earning
years, can be catastrophic to your financial goals, not to mention your normal living
expenses plus the expenses related to the disability itself. Outside of an on-the-job
injury, which is typically covered by workers’ compensation, or negotiating the many
restrictions to qualify for Social Security Disability Insurance (only about a third of SSDI
claims are approved), the way to mitigate your risk is by purchasing private disability
insurance. Many employers provide an option to join a group plan, a cost-effective way

The probability

a person to get coverage, or you can buy it yourself from a licensed insurance professional.
born in 2000
will become There are some important considerations before buying a private disability policy — or in
disabled reviewing current coverage:
before age Short or Long Term: Short-term disability insurance can range in duration, usually less
60 is nearly than six months, while long-term disability lasts typically to age 65. The term can, of
twice that of course, vary by policy. With people living longer, and many working beyond age 65, it's
passing away. important to know how long your coverage will provide some income replacement.
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There are also waiting periods for each, usually one to two weeks for short-term and 90
days for long-term disability.

Coverage Amount: Most disability policies cover 60 percent of your regular wages

to a maximum dollar amount. They do not fully cover your lost income, the thinking
being that it would be an incentive to remain on disability as opposed to going back to
work. As well, you will have to verify your income. And when looking at the amount of
coverage, note if the policy has a COLA (Cost Of Living Adjustment) provision or rider,
which provides for increases in your maximum benefit amount over time and what
future increases are based on.

Covered Disabilities: Generally, coverage extends to any sort of injury or illness
that would prevent you from being able to do your job, such as accidental injuries,
childbirth, or major surgery requiring recovery time. Also check the policy for
exclusions or limitations.

Taxability: If your employer pays your premiums as a work benefit or you pay them
pre-tax as a deductible expense, the amounts paid to you as benefits are fully taxable
as income. If you pay the premiums of a policy you purchased for yourself with after-tax
dollars, the benefits you receive are non-taxable. This is important to know; you don't
want any surprises when you file your taxes.

Definition of Occupation: If your policy says it covers you for your “own occupation,”

it means that if you are unable to do your job but could do another type of job, you

are still covered. If your policy uses the term “any occupation” and you can work in a
different career or job, with or without workplace accommodations, you won't be eligible
for benefits.

Partial vs. Total Disability: Some policies allow for a “residual” benefit for a loss of
employment income if you're not able to work full time or have to take a lower paying
position due to your disability. Be sure to read the fine print of the policy to learn if it
includes such an option.

We're here to help. Talk to an HBKS financial advisor and licensed insurance agent
about disability insurance, whether reviewing and interpreting your current coverage
or looking for a new policy. You can contact us at (239) 433-7533, or email me at
kgoldsmith@hbkswealth.com.

Sources:

- Social Security Administration Disability and Death Probability Tables for Insured Workers Born in 2000,
published June 2020: https://www.ssa.gov/oact/NOTES/ran6/an2020-6.pdf

- Council for Disability Awareness “The Top 10 Causes of Disability,” May 4, 2015: https://blog.
disabilitycanhappen.org/top-ten-causes-of-disability/
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IMPORTANT DISCLOSURES

The information included in this document is for general, informational purposes only. It does not contain any investment advice and does not address
any individual facts and circumstances. As such, it cannot be relied on as providing any investment advice. If you would like investment advice
regarding your specific facts and circumstances, please contact a qualified financial advisor.

Any investment involves some degree of risk, and different types of investments involve varying degrees of risk, including loss of principal. It should
not be assumed that future performance of any specific investment, strategy or allocation (including those recommended by HBKS® Wealth Advisors)
will be profitable or equal the corresponding indicated or intended results or performance level(s).

Past performance of any security, indices, strategy or allocation may not be indicative of future results.

The historical and current information as to rules, laws, guidelines or benefits contained in this document is a summary of information obtained from

or prepared by other sources. It has not been independently verified, but
was obtained from sources believed to be reliable. HBKS® Wealth Advisors does not guarantee the accuracy of
this information and does not assume liability for any errors in information obtained from or prepared by these

other sources.

HBKS" Wealth Advisors is not a legal or accounting firm, and does not render legal, accounting or tax advice. You should contact an attorney or CPA if
you wish to receive legal, accounting or tax advice.

Kerri A. Goldsmith, CFP®, CRPS®, AIF®
Senior Financial Advisor, HBKS® Wealth Advisors

Kerri Goldsmith is a financial advisor based in the Fort Myers, Florida, HBKS®
Wealth Advisors office. She is a member of the firm's financial planning
committee and also works with the Retirement Plan Unit specializing in the
design, implementation and servicing of qualified retirement plans for all sizes
and types of organizations. She has been with the firm since 2009.
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