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o you know of

someone  who

may have lost

faith in life
insurance? And do you know of
someone who may think that
insurance companies are all out
to cheat people? Many of us
will probably be acquainted
with someone who subscribes
to one or both notions.

Many a time, such mistakenly
negative impressions arise from
the lack of basic understanding
of the terms and conditions
applying to insurance coverage.
Instead, these people rely
heavily on their own
interpretation of the coverage,
only to be handed a nasty
surprise when they try to claim
from their policies.

Unfavorable impressions are
especially commonplace for
insurance coverage on
disability as the term
“disability” is often used
loosely by both the insurance practitioners a®nce you are equipped with real
well as the consumers. Unfortunately, theinderstanding, you will better appreciate when
word “disability” carries different definitions different insurance coverage comes in useful
among the various types of disabilityand when it does not.
coverage, and woes betide anyone who
believes that the dictionary meaning of the Generally, the types of insurance that cover
word applies without modification to all “disability” are:
disability insurance.

1. Life Insurance Plans;

With this regrettable situation in mind, | 2. Disability Income Insurance Plans;
write this article to clear the air surrounding 3. Long Term Care Insurance Plans;
the definitions of “disability” as they appear and

under different types of insurance coverage. 4. Accident Insurance Plans.



Total & Permanent Disability Coverage
under Life Insurance Plans

Total & permanent disability (“TPD”) coverage is
usually provided under life insurance plans such as
whole life plans, term plans, endowment plans &
investment-linked plans. The disability must be
continuous for at least 6 months and is expectebleto
permanent. The cause of TPD may be due to accident,
illness or disease.

A life insured may claim under TPD if he fulfilEny
one of the 4 TPD definitions

1. Inability to engage in any business, occupation,
work or profession of any kind for profit,
compensation, wages or remuneration.

2. The total and irrecoverable loss of sight ofhbot
eyes.

3. The effective loss by physical severance ot tota
& permanent loss of use dioth limbs at or
above the wrist or the ankle.

4. The total and irrecoverable loss of sight of one
eye AND the loss of effective use of one limb at
or above the wrist or ankle.

Life insurance plans generally pay out the eniifie
insurance proceeds, which would otherwise be payabl
only upon death, when a TPD definition is met.
Depending on the policy terms, the proceed maydie p
in single lump sum or over a few annual instalments
This advance TPD payment is provided on the basis t
when a person becomes totally & permanently disgble
his economic value “dies”. This is also the reatuat
TPD coverage expires when an individual reaches an

age when economic value is deemed to cease. The

expiry cut-off was set at age 60 initially but Haesen
revised to age 65 since about a decade ago.

Total Disability Coverage under
Disability Income Insurance Plans

A disability income insurance plan pays a monthly
income to the insured person when he is “totally
disabled”. The cause of the total disability maydoe to
accident, illness or disease. However unlike th® TP
coverage under a life insurance plan, the “total
disability” that can trigger a claim under a did&pi
income insurance plan need not be permanent, asd it
defined as follows:

1. For the first 24 months from the commencemaexfit

the total disability

The life insured is totally unable to perform the
material duties ohis/her occupation or profession
he/she was engaged in prior to the total disability
and the life insured is not performing any work or
engaged in any occupation or profession to earn or
obtain any remuneration.

2. After 24 months from the commencement of theatot

disability

The life insured is unable to perform the material
duties ofany occupation or professiorto which he/
she issuited by reason of his training, education or
experienceand the life insured is not performing any
work or engaged in any occupation or profession to
earn or obtain any remuneration.

The purpose of disability income insurance is to
replace a person’s income, therefore the life iedur
ought to be earning income when he takes up such a
policy. Nevertheless, in order to cater to theatian
where the life insured might be in between jobs, a
reduced benefit will apply for up to a limited pmti of
unemployment (usually up to 2 years). As the diggbi
definition stated above cannot be applied when the
insured is not working, a claim made during the
unemployed period shall be based on the definitiwn
severe disabilityFlease refer to the explanation under
Long Term Care Coverage on the next page



Partial Disability Coverage under Disability
Income Insurance Plans

The partial disability benefit only applies to deli
insured who is working when he makes a claim on his
Disability Income Insurance Plan. Partial disabilis
defined as:

Following a total disability, the life insured has
returned to full-time or part-time work but

due to the same illness or accident which had
caused the total disability, is unable to perfoha t
material duties of his own occupation or
profession; and

as a result, is earning less than 75% of his pre-
disability earnings.

As the insured is able to earn income now, payout f
partial disability following a total disability wilbe
reduced proportionately by the fraction of the pre-
disability income that the life insured is earnmmw.

The 6 Activities of Daily Living
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Severe Disability Coverage under Long
Term Care Insurance Plans

Long Term Care (“LTC") Insurance Plan is a
disability insurance plan which pays a monthly Hitne
when the insured person becomes disabled. Likeathe
types of disability coverage mentioned earlier, ¢thase
of severe disability may be due to accident, ilnes
disease. However, unlike the Disability Income
Insurance Plan, the LTC Insurance Plan is not tgge
one’s income. Since income earning is not relehant,
such a policy does not assume a cut-off age upachwh
a person’s economic value is deemed to cease.

The monthly benefit payout can either be made aver
fixed period or over a lifetime, depending on thsured
person’s choice upon policy inception.

At the moment, the LTC insurance plan is positioned
to cater to the disability needs of the elderlyd ahe
minimum age to be eligible for such a plan is gafher
set at age 40. ElderShield, which was initiatedthosy
Ministry of Health as an opt-out scheme for all CPF
members, is probably the LTC Insurance Plan with th
biggest number of insured in Singapore. A claimard
the LTC Insurance Plan is triggered when the inbise
severely disabled, and the definition of Severeabilgy
is as follows:

The inability of the life insured to perform sonfe dr
3 depending on policy terms) of the Activities o&ily
Living listed in the box below, even with the aid o
special equipment, and always to require the physic
assistance of another person throughout the entire
activity.
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Total & Permanent Disability Cover under
Accident Insurance Plans

As the name of the policy suggests, an accident pla
provides coverage for injury arising from accidents
Most accident plans provide coverage for Total &
Permanent Disability (“TPD"), however the defini®
of TPD under an accident policy differ from the sne
under life insurance policies and they are as ¥edto

Inability to engage in or to attend to employment o
occupation of any and every kind;

The total and irrecoverable loss of sight in one o

both eyes; or _
Conclusion

The effective loss by physical severance or total &

permanent loss of use of one or both hands at wrig With the various definitions for disability, it is
or one or both legs at or below knee. not surprising for a layperson to be confused over
how he is covered in the event of disability.

Permanent Dismemberment Cover under The existence of the different definitions also
Personal Accident Insurance Plans clearly shows that different types of insurance
plans serve different purposes or needs. Some of
the plans complement each other to create a
protection net that is more closely knitted to
prevent one from falling through the gaps.

When an accident occurs, it may not always lead t
death or TPD. Total and permanent “loss” of bodstp
is more common and this can be covered by an aucide
plan under its “Permanent Dismemberment” cover.
Know the differences and you will be in a good
position to take advantage of the disability covers
out theres

Depending on the accident policy issued by differen
insurers, the quantum of benefit payable may différe
following is an example of permanent dismembermen
benefits payable under an accident plan:



