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Aaron Goldberg (00:08):
Sounds good. Hey, everyone. Welcome back to the PGA Players Podcast. Wow, that's a tongue twister. Sorry. All right. Hey, everyone. Welcome back to the PGA Players Podcast. I'm your host, Aaron Goldberg, certified financial planner and private wealth advisor, AWM Capital. We're coming off last week, the Waste Management Open, Brooks Koepka came from behind for the win. Saw a couple of big names at the top. It was good to see Jordan Spieth back on the leaderboard. Xander gave himself another chance, couldn't quite finish it off, but good to see Brooks come back and get a win.
Aaron Goldberg (00:57):
What that does is it reminds us of players coming back from injury. So today what we're going to talk about is injuries, illnesses, and what that means for disability insurance. This is something that is really important to me too, because it affected me. I went out with a back injury. I didn't have disability insurance and really hadn't heard about it. Unfortunately, I got left high and dry. So the point of today is to kind of go over what you have available to you, what you have through the tour, whether it's the PGA Tour or the Korn Ferry Tour, and then really taking a look at what you need and then what to do from there.
Aaron Goldberg (01:37):
So let's get one thing really clear, though, from the start. I am not an insurance guy. I'm very well-versed on it. I know the tour's policies. I know that what the tour has available, but I'm not an insurance salesman. So I'm not here to try and sell you anything. I'm here to help you guys as a player know what's best for you in your career because of the... What we're trying to do is make sure that you capitalize on your potential and your biggest driver of your net worth is going to be your earnings on and off the golf course, but dependent on you playing golf.
Aaron Goldberg (02:12):
So if something happens, whether you get hurt or you get sick for an extended period of time and you can't play and you can't make money, then what are you going to do? We want to make sure that we're covered there. So typically, what we can look at is through insurance companies, we can pay an amount, I'm not going to say a small amount. It's going to be different for every player. It's going to be different for age, your health history, that type of thing, and then dependent on how much you want insured per month and then when you want that insurance to be available to you, meaning how quickly after you are out with injury or illness do you want it to be available.
Aaron Goldberg (02:54):
That's going to depend on the cost, but typically it makes a lot of sense, especially as you're getting yourself to the tour, and then once you're on tour making quite a bit of money, the tours disability insurance isn't quite going to cover what you already are used to earning. So first let's go over what's available to you from both tours. That way, you can have a good idea of whether that's enough or whether you need something different.
Aaron Goldberg (03:22):
So on the PGA Tour, once you have full status out there and you're covered under the policy, and then you've made, and they look at your last three years of earnings, once you've made enough, you're eligible for $10,000 a month after tax for up to three years. Now, $10,000 a month after tax is good, but that equates to let's call it 200 to $250,000 a year in earnings if you were playing. Now, most guys on tour are used to making quite a bit more than that. Let's add a zero on that. So if you're making 2 million and let's say half goes to the taxes and expenses, so now we're at a million, we're bringing in somewhere in the range of $80,000 a month after tax.
Aaron Goldberg (04:12):
So are you going to be able to live on $10,000 a month if you're hurt for an extended period of time without really going deep into your savings, deep into your investments and having to really upset and upturn your financial structure and your financial future. The other thing to remember is that insurance money and not disability insurance money isn't available until you've been out for over six months. So think about the times either you've been hurt or guys you know have been hurt, a lot of times, six months is about the time they start to come back. So if that's the case, you're not going to end up collecting any money. So what are you going to do for that first six months?
Aaron Goldberg (04:56):
You're going to probably be dependent on your savings and the money that you have set aside. So one, that's really important that you have that money set aside. But two, what you need to do is look at your own situation, talk with your certified financial planner or your certified private wealth advisor, somebody that knows you case inside and out and determine whether six months is enough in terms of being able to ride it out, or do you need something to be eligible for much earlier? They have policies that you can be eligible for within 30 days, 60 days, 90 days. You're going to pay more for those, but maybe that's more important to you that if you're going to be out for two months, whether it's a shoulder injury, a wrist injury or something, that you don't want to have to rely on your savings from that two month to four month window to pay the bills.
Aaron Goldberg (05:50):
The other thing is, again, $10,000 a month is fine, but if you're used to bringing home $80 a month, that's a big difference. That might not even cover your mortgage. So let's really make sure that you hone in on what you need and then what you have available to you and then what the costs are, and really weigh those options.
Aaron Goldberg (06:12):
So the next thing is we're going to look at the Korn Ferry Tour availability, and this is a little different. Most guys on Korn Ferry Tour aren't used to making a whole lot of money. If you have a good year, you can make some. But after expenses and after taxes, you're really not bringing home a whole lot. You're not out there to get rich. You're out there to move up. So if you are eligible for the Korn Ferry Tour disability program, and that's if you have full status, again, they're going to look at your last three years of earnings, and if you've qualified the full amount, your take home or your disability policy is up to $3,750 a month after tax. That's not a whole lot.
Aaron Goldberg (06:52):
Again, you're not traveling to play, but I don't know many guys that are going to be able to pay all their bills with just that. Chances are, if you're on Korn Ferry, you haven't been able to save up a whole lot of money. So even if you have saved up some, you're probably going to run through that in that first six months, because keep in mind, you're still going to have all your personal expenses. You're probably going to have some medical bills if you're hurt and you're going to have six months to wait until you can collect on that disability policy.
Aaron Goldberg (07:19):
So this is where I really see a need for players to educate themselves and understand what's available to them because to get, say another $5,000 a month, or maybe it's 10 or whatever that amount is and have it start a little bit earlier isn't going to cost you a crazy amount. Using the earnings when you're playing well and healthy to make sure that you are okay when you have an injury or an illness and you're not able to earn, that you still have something coming in. That's the definition of true wealth and making sure that you're protecting your wealth. That's what we're here to do.
Aaron Goldberg (08:03):
As a wealth advisor, we're trying to make sure that there's no holes in your financial structure. To me, this is one of the biggest gaps I see. Most guys have somebody that's going to look at investments for them. Most guys have an accountant that do their taxes. Do they do it all the way, all the planning? Who knows? Usually not. But one thing that I always, or I shouldn't say always, one thing that I typically see a gap in is insurance. Again, I don't like insurance. A lot of times you're paying money for something that you probably aren't going to use. But if it can ensure your financial future against injury, or in the case of life insurance, your family's future in case of something awful happening and you passing away, then a lot of times it's worth it, but understand exactly what you're getting and how much you're getting yourself into.
Aaron Goldberg (08:57):
So the other situation I see players that are under-insured in this, or typically not insured at all, is the top players coming out of college. A lot of times they're signing a contract with a manufacturing company, maybe a clothing company, maybe a big corporate sponsor. We're going to use an example. Let's say, Nike is going to pay you a million dollars a year for the next three years. Those contracts are dependent on you playing. They'll have a start allowance. So typically, I've seen 20 starts is what gets you to the full amount. Sometimes it's a higher amount. Sometimes it's a lower amount. But if let's say you get hurt and you only make 10 starts in the year, they're only going to pay... They're going to prorate that. So they're only going to pay you half the amount.
Aaron Goldberg (09:42):
So what we need to make sure is that if you get hurt and you don't have any status yet, you have zero insurance at this point, you need to make sure that you have something in play so that if you have that injury or you do get sick for an extended period of time and you can't play, then those contracts that you've signed, they're not going to pay, but we want to make sure that an insurance company will pay so that you're not missing out on that money.
Aaron Goldberg (10:08):
Because at the end of the... What really matters is when you get back from injury or illness, you're able to go out and do all the things you were doing before you got hurt, and finances aren't the issue, that you're able to invest in yourself and get right back out to where you were, because that's what we don't want is that an injury really interrupts your future because you don't then have the money to travel to the tournaments you need to, or invest in yourself with the right coaches, the right trainers, that type of thing. So it's really important in those senses to make sure that you have a policy in place.
Aaron Goldberg (10:44):
Again, look at what your endorsement income is off the course, what it may be on the course, and find that number that's going to make sense for you to pay the bills in your personal side, pay all the medical stuff, but also enough that you're going to make sure that you have money set aside when you come back to get yourself back out there. So the flip side of that is look at what your contracts are worth and what you're going to be making and insure for that full amount. You're going to look at the price tag for that and make a decision if that's worth it for you or not.
Aaron Goldberg (11:21):
But that's where you really need to talk to your team. Maybe your agents brought it up to you before. Maybe your financial advisor has, but really make sure that you talk to your team about this. Go to somebody that specializes in athletes for disability insurance, because there's what's called normal disability insurance for a normal employee, but that's not what you need. They would tell you if you got hurt and you couldn't go play golf, that you need to go get a desk job. What you need is insurance for your profession. So you need somebody that specializes in it.
Aaron Goldberg (11:57):
So go out there. There's plenty of specialists out there. They all are going to be able to give you quotes and walk you through it, but really rely on your team to help you here to not only figure out how much you need and how much it's worth paying for, but getting yourself into the right situation so that you don't have to worry about it if you get hurt waiting, one, for six months, until you start being able to get any sort of help, and two, getting the amount of monthly income that you need.
Aaron Goldberg (12:30):
So, in my case, I got hurt. It was in a year that I was on Korn Ferry, but I didn't have full status. So I'd made a certain amount of starts that year. I think I made six starts already. It was halfway into the year. I shut it down. My back was just not going to be able... I was not going to be able to play, but I didn't have any insurance through the tour. I didn't even know that you could get disability insurance outside of it. So six months later, still hurt, end up getting surgery. I was out for two and a half years before I could even swing a golf club.
Aaron Goldberg (13:04):
A lot of these insurance policies, if you're out for three years, they will then say, "If you're not going back to your profession," let's say it's a career ending injury, which unfortunately, in my case, that's what it was. I can play now, but it's not at a professional level, that's for sure. They will then give you a lump sum that's typically a big amount. Let's look at the Anthony Kim situation. Anthony Kim had a policy where, and I'm ball-parking numbers here, but it was about $100,000 a month that he was getting in benefit. He was out for more than three years and they went... The policy had this in play. It was a $10 million policy for if it was a career-ending injury.
Aaron Goldberg (13:49):
He decided that, "You know what? I don't think I'm going to be able to get back to the level I was. I don't think I'm going to be able to play on a consistent level. I'm going to take the $10 million and I'm not going to play anymore." So it's something that it's the worst case scenario, but it's pretty cheap to cover that to know that his financial future is now set. He obviously had made a good amount of money before that, but he probably... I don't know his financial situation. I don't know how much he had spent, how much he had invested, how much he'd saved. But I do know that having $100,000 a month for those first three years and then a $10 million payout, all tax-free by the way, is definitely going to help him for the rest of his life, because he's not going to be able to earn like he was supposed to before.
Aaron Goldberg (14:36):
So for up and coming athletes that are coming right out of college and turning pro and signing big contracts, or having a good contract with a manufacturing company, Korn Ferry Tour guys, whether they're full or conditional status, but they made a decent amount over the last couple of years and are relying on their earnings to pay the bills, if you have a family, especially. Then PGA Tour guys, as you've moved up to the PGA Tour from Korn Ferry Tour, you probably had a good year on Korn Ferry Tour to be able to move up. So one, you haven't made enough on the PGA Tour to qualify for that full $10,000 benefit. So that first year is an ideal year to look at this to make sure that you're covered and that you don't have that big gap.
Aaron Goldberg (15:22):
But then once you have established yourself out there and you're used to making 80 to $100,000 a month after tax, we want to make sure that there is no gap because $10,000 a month isn't going to cut it. Now, hopefully you're saving enough that you can cover yourself for a little while, but again, we want to make sure if something bad happens and you're hurt for an extended period of time, think... I'm going to remove myself. But look at Tiger. Look at Kevin Chappell. Look at, I'm trying to think of a few other guys with the back injuries that have been out over a year, closer to two years, if that's the case, how are you paying the bills? You want to make sure that you have a disability policy that is going to pay enough that you're not missing out on a lot of those earnings that you would've made. If, God forbid, you have a career ending injury that you still have a big lump sum at the end, so that your financial future is still set.
Aaron Goldberg (16:21):
So again, the point of this is I want to make sure that everyone's covered. I want to make sure everyone's educated on this. Of all things I wish I would've known when I was playing that I know now, this is the biggest one. So it's really important to me and I'll probably talk about it a lot more, especially if we meet in person, just to make sure that you're covered. So if you have any questions, please feel free to reach out. We're happy to talk about it, go into it, figure out what's the right amount for you, or look at what makes sense for you. Look forward to talking to you guys next week. Until then, stay humble, stay hungry, and always be a pro.
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