
 
Understanding the Core Benefits of Private Disability 
Insurance 
Disability insurance is a cornerstone of financial security—especially for physicians and medical professionals. 
To ensure you have the right protection, it’s essential to understand the core benefits that make up your private 
disability insurance policy. Below is a detailed breakdown of the most important features to consider. 

Monthly Benefit 
The monthly benefit is the dollar amount your policy will replace if you become disabled. In private policies, this 
benefit is stated as a specific dollar figure, ensuring you know exactly how much income will be available during 
your disability. 

Private vs. Group Coverage 

♦ Group Coverage: Benefits from employer-paid group plans are usually taxable. This means the amount 
you receive is reduced by taxes, potentially lowering your net income replacement. 

♦ Private Coverage: When you pay for your policy with after-tax dollars, the disability benefits are 
generally income tax-free, preserving a higher net replacement ratio. 

Example 

Consider a physician earning $350,000 per year (approximately $29,167 per month): 

♦ Group Coverage: 

o If the plan replaces 60% of your income, the theoretical benefit would be $17,500/month. 

o However, if there’s a cap of $15,000/month, you’d only receive that amount. 

o Assuming a 30% tax rate, the net benefit from the group plan would be $15,000 x (1 - 0.30) = 
$10,500/month. 

o This results in an effective replacement ratio of roughly 36% of your gross income. 

♦ Private Coverage: 

o With $15,000/month of tax-free benefits, the effective replacement ratio is approximately 51% 
of your gross income. 

This example illustrates how private disability insurance can offer a significantly higher net benefit compared 
to group coverage. 

Benefit Period 
The benefit period determines how long you’ll receive disability benefits if you remain unable to work. Private 
policies typically define this period either by a set number of years or until a specific age—commonly 65 or 67. 

Tailoring Your Benefit Period 

♦ Younger Physicians: Consider a policy with a benefit period lasting until age 65 or 67. Early in your 
career, you have many years of income at risk, so long-term coverage is crucial. 

♦ Mid-to-Late Career Physicians: You may opt for a shorter benefit period, as you might have 
accumulated more savings and have fewer years of lost income to replace. 

Choosing the right benefit period ensures long-term financial protection and aligns with your current stage of 
life and income trajectory. 

Elimination Period 
The elimination period is the waiting time between filing a claim and when your benefits begin. In most private 
policies, this period is typically 90 days—though it can extend up to 180 days. 



 
 

 

Planning for the Gap 

♦ Alternative Income: During the elimination period, you will need another source of income. This might 
include short-term disability benefits from your employer, personal savings, or other income sources. 

♦ Emergency Fund: For policies with a longer elimination period, a larger emergency fund is advisable to 
bridge the gap between the onset of disability and when benefits kick in. 

Ensuring that your emergency fund is adequate during this period is key to avoiding financial strain while 
waiting for benefits to start. 

How Your Needs Evolve Over Time 
As your career progresses, your disability insurance needs can change. Regularly reviewing your coverage 
helps ensure that it remains aligned with your current financial situation and future goals. Consider these 
factors: 

♦ Income Changes: With increased savings or investments, you might require less coverage since your 
assets can partially offset lost income. 

♦ Retirement: As you near retirement, your income replacement needs typically decrease. You may adjust 
your benefit period or opt for a shorter duration of coverage. 

♦ Emergency Fund: A larger emergency fund may allow for a longer elimination period, potentially 
lowering your premiums while still providing adequate protection. 

Regular policy reviews help you adapt your coverage to your evolving financial landscape. 

Final Thoughts: Tailoring Your Disability Coverage to Your Needs 
Private disability insurance provides critical, customizable protection that adapts as your career—and your 
income—grows. By understanding the core benefits: 

♦ Monthly Benefit: Know exactly how much income is replaced, and take advantage of tax-free benefits. 

♦ Benefit Period: Ensure your coverage lasts long enough to protect your income during a disability. 

♦ Elimination Period: Plan ahead to bridge the gap with alternative income or savings. 

♦ Evolving Needs: Regularly review your policy to reflect changes in income, retirement plans, and 
financial goals. 

By tailoring your disability insurance to your unique needs, you ensure robust financial protection for you and 
your family.  
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