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LONG TERM DISABILITY (LTD) AGENDA

• Request For Proposal (RFP)
• Information required

• Evaluating The Policy
• Elimination Period

• Monthly Benefit

• Definition of Disability

• Duration of Benefit

• Premium Structure



RFP INFORMATION REQUIRED

• Census
• Personal Identifier

• Date of Birth

• Gender

• Job Title

• Earnings



ELIMINATION PERIOD

• Definition: The period of time between when a disability begins 
and when the insured becomes eligible to receive benefits.

• Think of it as the deductible in health insurance.

• Typically measured in days (e.g., 90 days, 180 days, 360 days).



MONTHLY BENEFIT

• A percentage of Covered Monthly Earnings / Pre Disability 
Earnings, i.e., 60%, up to a maximum monthly benefit

• How are Earnings calculated?

• Commissions, Pre-tax contributions to various programs, Income 
reported on K1, Overtime, Bonus, Guaranteed Payments?

• Last prior year filed,  Average monthly for the past 12 months, Average 
monthly for the time you were a Partner if less than 12 months?



MONTHLY BENEFIT - OFFSETS

• Social Security Disability (SSDI)
• If an employee qualifies for SSDI, their LTD benefit will reduce 

dollar for dollar back to the 1st day they were eligible for this award. 
SSDI monthly maximum benefit is $3,822 per month in 2024

• Workers Comp

• Defined Benefit Plans
• If an employee takes a distribution from a retirement or pension 

plan while collecting a LTD benefit, the employer funded portion of 
that benefit may offset.



MONTHLY BENEFIT - OFFSETS

• Statutory Disability Plans

• Sick Pay / Salary Continuation
• In the eyes of the IRS, “salary” being paid to a non-working 

employee cannot legally be considered a wage, and therefore is not 
tax deductible and may not be claimed as a business expense.

• Any group with a salary continuation agreement needs an IRC 
Section 105 Qualified Sick Pay Plan (QSPP).

• Once the QSPP is in place, salary continuation payments are 
deductible.



MONTHLY BENEFIT – PARTIAL DISABILITY 
PAYMENTS
Let’s use an example of a Partner, Jill, earning $480,000 per year and is covered by an 
LTD plan that pays 60% of her monthly salary up to $15,000 per month. Let’s assume Jill 
wants to come back to work on a limited basis and can earn $16,000 per month.

• Work Incentive Benefit
• As long as Jill’s PT income ($16,000) plus benefit ($15,000) do not exceed her pre-

disability pay ($40,000), Jill gets the entire $16,000

• Proportionate Loss
• Since Jill has a 60% loss of income, Jill we be paid 60% of her original benefit; 60% of 

$15,000 = $9,000

• 50% Direct
• Subtract 50% of the PT earnings from benefit, 50% of $16,000 = $8,000. $15k – 8k = $7,000



DEFINITION OF DISABILITY

• Any Occupation (Least generous definition)
• Can the claimant work in any occupation that their training, education, or experience qualifies 

them for and they can earn a specified percentage of their pre-disability income? If so, they are 
not disabled.

• Own Occupation (Really Good Definition)
• The inability to perform the material or substantial duties of your Regular Own Occupation 

• Specialty Own Occupation (Sleep Insurance)
• The inability to perform the material or substantial duties of your Regular Own Occupation. 

Own Occupation for Attorneys is defined as the Specialty in which you practice



DEFINITION OF DISABILITY – THE POWER OF 
ONE WORD

• And vs Or
• This one word could be the difference between paying a claim and not 

paying a claim

• When using the “And” definition of disability, a claimant must satisfy two (2) 
qualifications to be disabled

• The duties definition of Disability, and;

• The earnings definition of Disability

• When using the “Or” definition of disability, a claimant must satisfy only one of 
the qualifications to be disabled



DURATION OF BENEFIT

• Normal Social Security Retirement Age (NSSRA)

• Decreasing duration if disability occurs after Age 60
• Typically is the later of your normal retirement age or according to schedule:

• Schedule reduces from about 60 months to 12 months by the Age of 69



PREMIUM STRUCTURE

• Employer Paid
• Benefit will be taxable

• Employee Paid
• Benefit will be tax free

• Partners should always realize the premium as income on their K1

• Combination (Tax Choice)
• Employee gets to choose if they want the employer paid (taxable benefit) or employee paid 

(tax free benefit) option

If you switch from employer paid to employee paid (or Tax Choice), there may be 
a 3 year look back provision making some or all of the benefit taxable.



PROVISIONS – IF WE HAVE TIME

• Zero Day Residual

• Pre-existing Condition Limitation

• Survivor Benefit

• Seat Belt Provision

• Portability

• Cost of Living Adjustment (COLA)



THANK YOU

MARK SHORE
ATLAS CONSULTING SERVICES, LLC
MSHORE@ATLASCONSULTINGLLC.COM
(732) 770-2801
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