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Why is Income Protection so important to those 
who work for a living?
Income Protection is important because income is important.  The ability to earn an

income is essential to things that you may take for granted:

• Earned income supports your standard of living by providing the means to pay 

the expenses of daily living that define your standard of living.

• Over time, you may expect to save a good portion of what you earn with the goal 

of increasing your wealth and building a nest egg for the future. 

If you were too sick or hurt to work, could you continue 
to cover your expenses of daily living?
For many people, the loss of income resulting from a serious disability presents a simple

yet considerable challenge:

• While earned income may stop altogether, the expenses of daily living 

continue – and could increase if there were extra medical expenses.

• You may be able to eliminate some of your expenses, but many others are 

unavoidable, such as a mortgage, utility bills, food and clothing. 

• When you lose the ability to earn an income, your standard of living may 

be thrown out of balance and your accumulated wealth may be reduced.    
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How much of the income you earn supports 
your standard of living?
Each person spends money differently with his or her own priorities and financial goals

in mind.  In general, most people have expenses of daily living that must be paid on a

month-to-month basis.  There may be other expenses that are ‘little extras’, which add to

the quality of life and form your true standard of living.  The chart below identifies

typical household expenses that might apply to your situation: 

Will you have an alternative source of income 
available to pay your expenses?
You may have alternatives to earned income, such as interest earnings or investment

income.  Other sources of income may include Social Security benefits, Workers

Compensation or employer-sponsored group long-term disability (LTD) coverage.  If

you have planned to depend upon these benefits, consider these points: 

• Social Security Disability provides limited benefits for people who are severely 

disabled and unable to perform any meaningful work.*

• Workers’ Compensation provides limited benefits for injuries or sicknesses that 

are job-related.

• Group LTD benefits usually cover 50% to 60% percent of earnings (excluding 

bonuses and pension contributions) and are usually reduced by any government 

program benefits you may receive.  In addition, if you cannot work in your own 

occupation, but could work at another job, you may not be considered disabled.  

If LTD premiums were paid by your employer, any benefits you receive will be 

taxable.** Finally, if you leave an employer who provides LTD coverage you will 

probably lose the coverage.

Description Monthly Expense Description Monthly Expense
Mortgage or Rent $ ____________ Cable & Internet $ ____________
Food & Clothing $ ____________ Cell Phone $ ____________
Heat & Electric $ ____________ 2nd Car Expenses $ ____________
Telephone $ ____________ Home Improvement $ ____________
Car Payment $ ____________ Short-term Savings $ ____________
Gas, Oil Repairs $ ____________ Family Vacations $ ____________
All Insurances $ ____________ Other Entertainment $ ____________
Health Co-payments $ ____________ Retirement Savings $ ____________
All Credit Payments $ ____________ Hobbies & Sports $ ____________
Tuition $____________ Other $ ____________

Total Expenses     $ ____________

Expenses of Daily Living

* For complete details concerning eligibility for Social Security Disability benefits, please contact the
Social Security Administration.

** This publication is issued for the purpose of educational information only and is not intended to constitute
tax advice. Please consult with your personal tax advisor for information on your specific situation.



Disability – more common than you may think 
Consider the following facts1:

• If you’re under age 35, chances are one in three that you will be disabled for at 

least six months during the course of your career.

• Men have a 43% chance of becoming seriously disabled during their working years.

• Women have a 54% chance of becoming seriously disabled during their working years.

Even if you think you are in a low-risk occupation, 
consider this...
The fact is that accidental injuries account for only 7.8% of all serious disabilities. The

great majority of disability claims result from illnesses and debilitating conditions such

as heart disease, cancer, stroke and neurological disorders2.

The risk of disability is greater than death for most 
working-age people
Consider the following chart:

1 Commissioners’ Individual Disability Table A and Commissioners’ Mortality Table
2 Source: 2006 Long-Term Disability Claims Review, Council for Disability Awareness.
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The value of your income is much more than what 
you earn each month.
Most people earn their living one paycheck at a time.  However, over time those

paychecks can add up to a small fortune.  Consider the chart below:

And your retirement income very likely depends 
on money you earn today.
Many employers provide retirement programs that allow employees to contribute a

portion of their income on a tax-advantaged basis.  401(k) plans, for instance, may be

the only retirement plan available to many employees.  When you are not working as a

result of a disability, contributions to a retirement plan will stop.  Based on the chart

below, consider what could happen if contributions to such a plan were interrupted by 

a disabling sickness or injury:3

Age $4,000 $6,000 $8,000 $10,000
30 $1,680,000 $2,520,000 $3,360,000 $4,200,000
35 $1,440,000 $2,160,000 $2,880,000 $3,600,000
40 $1,200,000 $1,800,000 $2,400,000 $3,000,000
45 $960,000 $1,440,000 $1,920,000 $2,400,000
50 $720,000 $1,080,000 $1,260,000 $1,800,000

Potential Earnings to Age 65 Based on a Monthly Income  

3 The chart illustrates the effect of a permanent interruption in contributions to a fund, such as a 401(k) plan.  
"Retirement Fund if Healthy" assumes annual contributions of $10,000 a period of 20 years.  "Retirement
Fund if Disabled" assumes annual contributions of $10,000 a period of 5 years then left to accumulate at
interest.  Both scenarios assume an interest rate of 8% compounded annually.
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