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Disability insurance
Disability insurance

Learning objectives
This module will enable you to
•  Examine assumptions
•  Model policy details
•  Define needs
•  Generate an analysis using reports and graphs
•  Use the milestones method of analysis

Disability Income category

_____________________________________________________
_____________________________________________________

Figure 1: Navigation bar showing the 
Goals section – Disability Income 
category

The Goals section – Disability Income category is used to enter or 
select settings about the following:
•  Disability income assumptions, such as when disability 

begins
•  Define needs (modify the percentage of expenses that are 

applicable)
Disability income reports are accessed and generated on the 
Results section – Additional Reports – Insurance category – 
Disability Insurance page.

____________________________________
____________________________________
____________________________________
____________________________________
____________________________________
Learning objectives 1
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Examine assumptions
The following disability insurance assumptions are made in NaviPlan Extended:
•  Disability begins at the start of the next year
•  Disability insurance benefits come into cash flow
•  Capital retention in pre-retirement is used
•  Variety of analysis methods are available

_____________________________________________________
_____________________________________________________
_____________________________________________________
_____________________________________________________
_____________________________________________________
_____________________________________________________
_____________________________________________________
_____________________________________________________
_____________________________________________________
_____________________________________________________
_____________________________________________________
_____________________________________________________
_____________________________________________________
_____________________________________________________
_____________________________________________________
_____________________________________________________
_____________________________________________________
_____________________________________________________
_____________________________________________________
_____________________________________________________
2 Examine assumptions
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Model policy details

Figure 2: Financial Picture section – Insurance Coverage category – Insurance Coverage page – Disability insurance 
description link – Disability Insurance Policy dialog box
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_____________________________________________________
_____________________________________________________
_____________________________________________________
_____________________________________________________
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_____________________________________________________
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Define needs

Figure 3: Goals section – Disability Income category – Objectives page

_____________________________________________________
_____________________________________________________
_____________________________________________________
_____________________________________________________
_____________________________________________________
_____________________________________________________
______________________________________________________
____________________________________________________
_____________________________________________________
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Generate an analysis using reports and graphs

Figure 4: Goals section – Disability Insurance category – Reports page – Cash Flow Summary if David is disabled report

_____________________________________________________
_____________________________________________________
_____________________________________________________
_____________________________________________________
_____________________________________________________
______________________________________________________
____________________________________________________
_____________________________________________________
Generate an analysis using reports and graphs 5
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Use the milestones method of analysis

Figure 5: Getting Started section – Assumptions category – Milestones page
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_____________________________________________________
_____________________________________________________
6 Use the milestones method of analysis
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Exercises
The following exercises have been designed specifically for this module and assume that you 
are working with the original data in the Core and Elective Base plan. Before starting the 
exercises, duplicate the Core and Elective Base plan, rename the duplicate with a meaningful 
name (e.g., Disability Insurance training), and then use it to complete the exercises below.
To find the answers, see “Answers to disability insurance” on page 10.

Exercise 1: Examine assumptions
1. In pre-retirement, NaviPlan assumes a capital depletion method if the client becomes 

disabled. Is this statement true or false?
a) True
b) False

2. Which deficit coverage strategy does NaviPlan apply by default during disability?
a) Full deficit coverage for the entire plan
b) Targeted deficit coverage for the entire plan
c) Targeted deficit coverage for pre-retirement and full deficit coverage for retirement
d) None of the above

Exercise 2: Model policy details

1. David’s group STD policy covers 65% of his salary up to a maximum of $15,000 per 
month. This is taxable. There is a two-week waiting period after which the policy pays 
benefits for a three-month period. Since his employer pays the premiums, ensure the 
Premium Amount is $0. Enter the details of this policy.

Hint: Go to the Insurance Coverage category.
Exercises 7
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Exercise 3: Define needs
To find the answers, see “Answers to disability insurance” on page 10.

1. To be conservative, the Trains would like to assume that an additional $100 per day in 
therapeutic care expenses (type: Medical, indexed by inflation) would be incurred if 
David became disabled. Enter this additional expense ensuring that it is applicable for the 
remainder of the plan and included in the targeted deficit coverage strategy.

2. The keyword disability can be used to specify the start and end dates of expenses during 
disability. Is this statement true or false?
a) True
b) False

Exercise 4: Generate an analysis using reports and graphs
1. Which report is available to analyze the clients’ disability needs?

__________________________________________________
__________________________________________________

2. In which period does the first projected cash flow deficit occur if David should become 
disabled in 2010?
a) 2010–2012
b) 2013–2016
c) 2017–2020
d) None of the above; there are no deficits

__________________________________________________
__________________________________________________

Hint: Go to the Disability Income category – Objectives page, and then click the Details button 
to specify when the expense applies.

Hint: Go to the Results section – Additional Reports – Insurance category.
8 Exercises
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Exercise 5: Use the milestones method of analysis
To find the answers, see “Answers to disability insurance” on page 10.

1. What should be the first step when using the milestones method of analysis to analyze a 
disability scenario?
a) Change the start ages for disability on the Milestones page
b) Duplicate the plan
c) Generate additional reports and graphs
d) None of the above

2. What are some benefits of using the milestones method of analysis to analyze a disability 
scenario?

__________________________________________________
__________________________________________________
__________________________________________________
__________________________________________________

3. Duplicate the plan. Change the milestones to have David disabled in 2007. Create a 
hypothetical individual disability insurance policy for David, and then note the 
recommended amount of insurance you enter.

4. Go to the Results section – Additional Graphs – Cash Flow category – General page, and 
then generate the Surplus/Deficit graph. Examine how the hypothetical disability 
insurance policy you have recently entered affects the plan. Repeat the process of 
generating and examining this report with various amounts of additional disability 
insurance to find an ideal amount the clients should purchase.
Exercises 9
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Conclusion
This module has enabled you to
•  Examine assumptions
•  Model policy details
•  Define needs
•  Generate an analysis using reports and graphs
•  Use the Milestones method of analysis

Answers to disability insurance 

Exercise 1: Examine assumptions
1. a) True. In pre-retirement, NaviPlan assumes a capital depletion method if the client 

becomes disabled.
2. c) Targeted deficit coverage for pre-retirement and full deficit coverage for retirement.

Exercise 3: Define needs
2. True. It can be used along with other keywords such as retirement and death.

Exercise 4: Generate an analysis using reports and graphs
1.  Cash Flow Summary if <client> is Disabled report.
2. a) 2010–2012

Exercise 5: Use the milestones method of analysis
1. b) Duplicate the plan
2. Benefits of using the milestones method of analysis to analyze a disability scenario 

include the following:
•  Analyze the numbers in more detail
•  Ability to use most of the reports and graphs
10 Conclusion
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