
 

UCSF School of Medicine Group Long Term Disability, Life, 
and Survivor Income Benefit Review 

 
The UCSF School of Medicine currently has group long term disability coverage for “Y” income 
with Hartford Life. It also has group life, AD&D, voluntary life and Survivor Income Benefit 
insurance with the insurance company Assurant.  
 
One of the important features of the Assurant plan is the ability to pay a dividend in the case of a 
year which saw good claims experience under the employer-paid portion of the plan.  At 
present the School has a pool of money in the amount of approximately 
$976,000 as a result of these dividend payments. That money may be used to 
offset future premiums. 
 
 
These plans generally run smoothly but there are two important issues that need to be addressed: 
 
1] The Long Term Disability (LTD) insurance plan does not pay benefits until the member 

has been disabled for one year. When the plan was first begun departments had the funds 
to pay salary continuation for a year but that is no longer the case, and a shorter waiting 
period of 90 days or 180 days should be considered. 

 
The current cost for the disability insurance is about $107,000. If reduce the waiting 
period to 180 days before benefits begin would raise the cost about $12,800/year. The 
increase in cost to reduce the waiting period to 90 days would be about $23,000/year. 

 
2] The Survivor Income Benefit (SIB) plan pays a benefit to a covered member if he or she 

dies, to an eligible spouse/domestic partner. To be eligible the member must have been in 
the Compensation Plan for two years and have been married or had a domestic 
partnership for at least one year. The School is not able to keep track of those variables 
and as a result,  many are not covered who should be. This presents a potential liability to 
the School. 

 
This problem has been discussed and the recommendations seem to fall into the 
following options: 

 
A] Freeze the SIB enrollment, so that no one loses any coverage, and the buy more 

group life insurance. The approximate value of the SIB plan is roughly equivalent 
to additional group life insurance in the amount of 1.8 times annual Y 
compensation. The annual cost for SIB coverage for the current enrollment is 
about $41,000. 

 
B] Same as [A] but allow an open enrollment period for people to join the SIB plan 

before freezing that enrollment. 
 
C] Get rid of the SIB plan and just buy more group life insurance. 
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The cost of additional life insurance is difficult to know in advance because the plan pays back 
in dividend to the School about 70% of the premium in the case of a year with no claims. Thus 
the future costs need to seen as “best case” to “worst case” ranges. The current billed cost for 
School-paid life insurance is about $220,800, but that amount is reduced greatly by dividends in 
most years. Here is the annual cost for the current plan compared to the possible ranges in costs 
(best case to worst case scenario) for increasing the coverage: 
 
Current:        1.0 times Y comp.,  max $100,000:        $220,800 
 

 Opt. 1:    1.5 times, max $150,000:                    $331,200  [$33,000  to $110,400 more] 
 Opt. 2:    2.0 times Y comp., max $200,000:          $441,600  [$66,000   to $220,800 more] 
 Opt. 3:    3.0 times Y comp., max $300,000:          $662,400  [$199,000 to $441,600 more] 

 
As stated above, the $976,000 pool of money may be used for offsetting the above future 
potential increases in premiums. If we presume the loss ratio of the plan is moderate so that only 
50% of the potential dividend is paid each year, and the dividend pool earns 4% interest, here is 
how long that pool of money plus interest may be used before the School would need to increase 
its current annual premiums (excluding the issue of increasing the number of SIB insureds). 
 
Option A: Reduce the LTD waiting period to 180 days and double the life insurance: The 
dividends and interest would be sufficient to pay for the increased premiums indefinitely. 
 
Option B: Reduce the LTD waiting period to 90 days and double the life insurance: The 
dividends and interest would be sufficient to pay for the increased premiums indefinitely. 
 
Option C: Reduce the LTD waiting period to 180 days and triple* the life insurance: The 
dividends and interest would be sufficient to pay for almost ten years. 
 
Option D: Reduce the LTD waiting period to 90 days and triple* the life insurance: The 
dividends and interest would be sufficient to pay for almost nine years. 
 
* To triple the life insurance coverage would be to increase the coverage a little more than the 
amount needed to actuarially replace the value of the SIB plan. 
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The IRS requires employees to take up on their W-2 as additional income an imputed value of 
group life insurance but only for coverage in excess of $50,000. (Each year the value of the SIB 
coverage is calculated as an equivalent amount of group life insurance.) Here is the additional 
amount of income per month. For example, someone with $150,000 of life insurance, age 43, 
would take up as income the amount over $50,000 = $100,000 times a rate of $.10. The 
additional imputed income in that case would be $10. 
 
 

IRS Table I 
 

[For group life insurance protection in excess of $50,000; age is as of 12/31 of the tax year] 
 

5-Year Age Bracket Cost per $1,000 of Protection for 
One-Month Period 

Under 25 $.05 
25 - 29 $.06 
30 - 34 $.08 
35 - 39 $.09 
40 - 44 $.10 
45 - 49 $.15 
50 - 54 $.23 
55 - 59 $.43 
60 - 64 $.66 
65 - 69 $1.27 

70+ $2.06 
 
 
 


