
 

What is Disability Insurance and Why Have I Never Heard of It? 

 

Disability Insurance ("DI") is one of the less frequently used/discussed topics in finance. DI is a type of health insurance 

that replaces your income (salary, earnings) if health conditions render you unable to work.  

 

 What is your most important asset? Your home or your retirement accounts… Most likely, your greatest asset is your 

"social capital." That social capital is value from your ability to earn money throughout your career. Consider this: even 

without the effects of inflation, a $50,000 per year salary is worth at least $1 million of earnings over the next 20 years. 

Few of us can afford to go without working. 

 

Why is it useful? 

Just recently, an NFL player considered purchasing a $100 million disability insurance policy in the event he were to be 

injured.i The estimated premium would be about $600,000. Does that sound like a lot of money? 

 

Ask yourself, “How is a professional athlete going to replace $100 million in earnings if he or she can no longer get paid 

to play?”  Is a professional athlete any different than a business professional? Both have a high-paying job, with a very 

specific skill set and needs to be protected. 

 

How do I get DI? 

Many employers have group short- and long-term disability policies for their employees. In some cases, they are covered 

through an employee benefits package.  Many policies are portable, meaning if you leave the company you can continue 

coverage at your new job.  

 

For those self-employed, many professional organizations have group DI policies you can purchase. Otherwise, there are 

insurance agents who specialize in DI. 

 

What do I need to look for? 

The most important aspect of DI is the “Definition of Disability.” The definition defines the parameters of when you are 

eligible for benefits. There are two basic types. First is “Own Occupation,” which states that if you cannot perform the 

duties of your job, you may qualify for benefits. This is different than “Any Occupation,” which means that you our 

unable to work at all. 

 

As you might imagine, Own Occupation is far less restrictive. If an NFL wide receiver has a major knee injury, and can no 

longer play in the league, Own Occupation DI would pay him a benefit. He would, however, be able to do some work, so 

the Any Occupation definition would not pay a benefit, since he could still find some other employment, coaching or in 

the business world. 

 

How are benefits paid? 

Typically, the benefit is paid monthly and matches 60-80% of your earnings. In many cases, the benefit would be federal 

income-tax-free, hence the 20-40% reduction. It is imperative that you determine whether any disability benefits are 

taxable or tax-free. 

 

 Normally, these benefits are paid either for a defined number of years, or until the age of 65 (deemed to be retirement 

age), depending on how you structure the policy. 

 



 

DI is one of the most overlooked aspects of wealth management planning. If you have a DI policy, take a look at your 

coverage. If you don’t, take a look at protecting your social capital. 

 

 

Paul Marrella, J.D., CFP®, CLTC®, RICP® is a wealth manager at Marrella Financial Group LLC, noted public speaker and 

author of “What Now? The Widow’s Guide to Financial Independence.” He focuses on helping to provide wealth 

management solutions to successful families in Southeastern Pennsylvania. 

 

Marrella Financial Group, LLC, is located at 1250 Broadcasting Road, Suite 102, Wyomissing, PA 19610, (610) 655-9700. 

Investment Advisory Services are offered through Raymond James Financial Services Advisors, Inc. Marrella Financial 

Group, LLC is not a registered broker/dealer and is independent of Raymond James Financial Services. Securities offered 

through Raymond James Financial Services, Inc., Member FINRA/SIPC. The foregoing information has been obtained 

from sources considered to be reliable, but we do not guarantee that it is accurate or complete.  It is not a statement of 

all available data necessary for making an investment decision, and it does not constitute a recommendation.   Any 

opinions are those of Paul Marrella and not necessarily those of Raymond James.   Raymond James and its advisors do 

not offer tax services.  Please discuss tax matters with the appropriate professional. 

 

Certified Financial Planner Board of Standards, Inc. owns the certification marks CFP®, CERTIFIED FINANCIAL PLANNER™, 

and CFP® in the U.S. 

 

 
i "Odell Beckham Jr. Calls Audible on $100M Player Disability Insurance Policy", Hutton Insurance Recovery Blog, August 23, 
2017; https://www.lexology.com/library/detail.aspx?g=5802c23d-928e-4d08-9075-3095bebef522 


