typically purchase as much as
$I 00,000 per month of DI income
benefits through the combination
of all three programs. The result is
that the partner earning $2,000,000
annually is now fully protected with
60 percent of his income insured on
a tax-favorable basis, whereas before
this third layer of coverage was
installed, he only had $35,000 per
month protected through his Group
LTD and IOI plan.
While $35,000 per month may
sound like plenty of insurance, in
reality it protects only 21 percent
of his income, leaving a massive
hole in his financial plan. A s
partners jumped from firm to firm,
suddenly the top 25 law firms in the
country started playing catch-up,
as everyone saw the need to "keep
up with the Joneses." The result
was a seismic shift in how highly
compen sated lawyers procured
the protection they needed.
Consequently, deviations in plan
types emerged to accommodate the

diverse needs and philosophies of
these high ly compensated groups.
While excess or high-limit disability
plans in this marketplace were largely
mandatory program s at first, today,
they fall into three categories: (1)
mandatory; (2) mandatory with a
voluntary buy-up; and (3) voluntary.
Each of these strategies has pros and
cons, but every client is different and
no one plan works in every situation.
Premium drivers include plan design,
number of lives, average age, loss
experience for the group, smoking
status and core policy provisions.
Each plan is unique and nuanced
to meet the client needs and
objectives. What is great about
these plans is that the buyers can
use their leveraged buying power to
negotiate discounted rates and more
attractive policy provisions and,
perhaps most importantly, eliminate
cumbersome medical underwriting.
One thing to recognize is that
this shift to a richer disability benefit
plan has most prevalently taken

place in the partnership space where
two key factors converge: (1) you have
large groups of highly compensated
professionals; and (2) you have a
partner ship structure that tends to be
far more paternali stic than the typical
corporate publicly held company
marketplace.
Any way you look at it, it is an
exciting new opportunity for advisors
who work with employers interested in
a unique insurance solution for their
most valuable employees.
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Edward A. (Ted) Tafaro is president
and CEO of Mahwah, New f erseybased Exceptional Risk Advi sors,
LLC. Tafaro is an expert in high-limit
specialty life, accident and disability
products for clients with extraordinary
insurance needs, including physicians,
entertainers, athletes and highly
compensated executives and
professionals. For more information,
contact Tafaro
at 201-512-0110 or at
ted.tafaro@exceptionalriskad visors.com.
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