
 
 
  

Definition of Earnings for SBAM OneAmerica Financial coverage that will 
be used at the time of loss. 

ACTIVE WORK and ACTIVELY AT WORK means the use of time and energy in the services of the 
Participating Unit at the regular place of employment, or an alternative worksite as approved by the 
Participating Unit and AUL, by a Person who is physically and mentally capable of performing each 
of the Material and Substantial Duties of his 

Regular Occupation on a regular full-time basis. If the alternative worksite is located outside of the 
United States or Canada, the Person will be considered to be Actively At Work unless the Person is 
outside of the United States or Canada for more than 6 months in any 12-month period. Active 
Work does not include periods of time when an 

Employee is not Actively At Work following an Injury, accidental bodily injury, Sickness, strike, lock-
out, or Temporary Layoff. This includes time off for vacation, jury duty, paid holidays, and funeral 
leave, where the Person could have been Actively At Work on that day. 

SOLE PROPRIETOR EARNINGS 

For Sole Proprietor Owners: BASIC MONTHLY EARNINGS means the Person's annual net profit in 
U.S. dollars averaged for the LESSER of: 

1) the most recent three (3) years; or 

2) the period that the Person has been a sole proprietor. 

Earnings are based upon the number taken from Schedule C of Federal IRS Form 1040 for the 
monthly average of the three (3) business years immediately prior to reporting. The reported 
earnings should be adjusted annually following completion of the appropriate tax form, a copy of 
which should be submitted to AUL. AUL will use the net profit amount last reported in writing, for 
which premiums were paid and the coverage amount was approved by AUL in writing, before the 
Person’s date of Disability. 

PARTNERSHIP EARNINGS WITH SCHEDULE K-1 

For Partners BASIC MONTHLY EARNINGS means the Person's gross monthly income in U.S. dollars 
before taxes, received from the Participating Unit, not to exceed a maximum workweek of forty (40) 
hours including Partnership earnings. These earnings are based on the amount as last reported to 
AUL in writing by the Participating Unit, for which premiums were paid and the coverage amount 
was approved in writing by AUL, before the date of Disability. 

Earnings do not include income received from commissions, bonuses, or expense accounts. 



 
 
Partnership earnings will be the monthly average of the amount shown as "net earnings (loss) from 
self-employment" from Schedule K-1 of the partnership’s federal income tax return for the LESSER 
of: 

1) the most recent three (3) years; or 

2) the total number of months the Person was a partner, if the Person was not a partner for the 
entire three (3) years. 

The reported earnings should be adjusted annually upon completion of the tax form, a copy of 
which should be submitted to AUL. AUL will use the earnings amount last reported and approved by 
AUL in writing before the Person’s date of Disability. 

SHAREHOLDER EARNINGS 

For sub-chapter S corporation shareholders: BASIC MONTHLY EARNINGS means the Person's 
gross monthly income in U.S. dollars, before taxes, received from the Participating Unit not to 
exceed a maximum workweek of forty (40) hours including shareholder earnings. Gross monthly 
income is based on the amount as last reported to AUL in writing by the Participating Unit, for which 
premiums were paid and the coverage amount was approved by AUL in writing, before the date of 
Disability. Earnings do not include income received from commissions, bonuses, or expense 
accounts. 

Shareholder earnings are earnings reported as ordinary income (loss) for trade or business 
activities on the Sub S Corporation’s Federal IRS Tax Form Schedule K-1 1120S, or similar form 
acceptable to AUL, averaged for the LESSER of: 

1) the most recent three (3) years; or 

2) the period that the Person has been a shareholder. 

The reported earnings should be adjusted annually upon completion of the appropriate tax form 
and a copy should be submitted to AUL. AUL will use the earnings amount last reported in writing, 
for which premiums were paid, and the coverage amount was approved by AUL in writing before the 
Person’s date of Disability. 

BASIC MONTHLY EARNINGS 

For all other Employees: BASIC MONTHLY EARNINGS means the Person’s gross monthly income in 
U.S. dollars before taxes, received from the Participating Unit not to exceed a maximum workweek 
of forty (40) hours. Gross monthly income includes pre-tax contributions to an employer-sponsored 
defined contribution plan and a cafeteria plan, if any. These earnings are based on the amount as 
last reported to AUL in writing by the Participating Unit, for which premiums were paid and the 
coverage amount was approved in writing by AUL, before the date of Disability. 



 
 
Earnings do not include income received from commissions, bonuses, or expense accounts. 

If the Person is paid his annual gross income in less than 12 months, the Basic Monthly Earnings 
shall equal 1/12th of the annual gross income. 

To provide us with an update regarding monthly earnings, please complete the Salary Update 
Form and submit to membercare@sbam.org or online through the SBAM Member Care portal. 

 

Click here for the ‘Salary Update’ Form 

 

OneAmerica Financial is the marketing name for the companies of OneAmerica Financial. Products issued and underwritten by 
American United Life Insurance Company® (AUL), Indianapolis, IN, a OneAmerica company.  

Not available in all states or may vary by state.  

Provided content is for overview and informational purposes only and is not intended as tax, legal, fiduciary, or investment advice. 

The Small Business Association of Michigan (SBAM) is not an affiliate of the companies of OneAmerica Financial.  
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