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Insurance and Your Financial Plan

nsurance plays a vital role in your

financial plan. A comprehensive
insurance plan, which can include
everything from auto insurance to
disability insurance, helps protect
you, your family, and your wealth.

Without insurance, most people
would have difficultly coping with
major and unexpected financial set-
backs. Insurance is a reasonable way
to plan for worst-case scenarios that
we all hope never become reality.

In many ways, it is the bedrock
that supports your overall financial
security. Some might even argue
that if you have to prioritize, it is
more important to focus on devel-
oping a solid insurance plan
before you worry about issues like
investing.

Where Do I Start?

Most people already have some
insurance. A typical adult with a
family and a job might carry auto,
life, and homeowners insurance (not
to mention health insurance, which
is another essential coverage).

But most people purchase their
insurance piecemeal, picking up
a policy here and there when
they need it. Rarely do people have
a coordinated insurance plan that
aligns with their overall financial
plan.

Thus, your first step in develop-
ing an insurance plan should be

sitting down and taking an objective
look at your total financial situation,
perhaps with the help of a financial
advisor.

Consider your age, family situa-
tion, the risks you face, and current
assets and liabilities. This will help
you identify areas where you might
need the peace of mind that quality
insurance provides.

For example, parents with
young children will almost certainly
want life insurance, while people
who suspect there’s a good chance
they’ll end up in a nursing home
may want long-term-care insurance.

Sound complicated? It can be.
Unfortunately, there is no off-the-
rack or one-size-fits-all approach to
buying insurance.

Evaluating Your Risk and
Determining Your Needs

Determining what kind of insur-
ance you need to protect yourself
and your family begins with an hon-
est evaluation of the risks you face.
That helps you decide what kind of
insurance you'll need.

But that’s just the beginning. For
example, if you have young chil-
dren, you probably know you need
life insurance. But how much is
enough and what variety (whole- or
term-life) is best? And what about
other types of coverage? Should
you buy umbrella insurance or

disability insurance?

Life insurance tends to be the
area where people have the most
questions about whether their
coverage is adequate. To determine
your needs, imagine the unthink-
able: How would your family
survive if you were no longer there
to support them? Don’t just choose a
big number and assume it will be
enough.

Consider this: You have a life
insurance policy with a $1 million
death benefit that you think will
be more than enough to provide for
your family if you pass away unex-
pectedly. Tragically, you die, and
your surviving spouse uses $400,000
of the benefit to pay off your

Continued on page 2

What Happens If
You Are Disabled?

F or many people, a long-term dis-
ability would be financially dev-
astating. Although no one likes to
think about this possibility, you
should consider your options now
so you can obtain disability income
insurance if needed.

Even though it might be diffi-
cult, many individuals can find the
funds to get through a short-term

Continued on page 3
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Continued from page 1

mortgage and some other debts, pay
for your funeral, and cover other
miscellaneous expenses. That leaves
just $600,000 for your family.

If your beneficiaries invest that
sum in a fund that earns an average
5%, that translates to a monthly in-
come of $2,500. That amount may
not be enough to meet all your sur-
vivors’ financial needs. And that
assumes your financial situation is
relatively uncomplicated. If you
have children with special needs or
who will be attending college soon,
you may need even more insurance.

When it comes to disability in-
surance, you may be tempted to rely
on your company’s policy, but that
might be a mistake. The coverage
may not be as extensive as you
expect, with a limited benefit period
or narrow definition of disability
(you may only get benefits if
you aren’t able to work in any
occupation, not just your current
occupation).

Robust disability insurance cov-
erage is essential if you do not have
the resources to replace your current
income should you become unable
to work.

Long-term-care insurance is an-
other essential component of many
people’s financial plans. Given the
high cost of nursing home care or a
stay in an assisted-living facility, the
need for these types of services in
retirement would bankrupt many,
even those with substantial retire-
ment savings.

If you suspect you or your
spouse might need such care, a
long-term-care policy is one way to
protect your assets and reduce the
risk that you will run out of money
paying for a nursing-home stay.

Clearly, insurance and financial
planning are intimately intertwined.
It is difficult to separate one from
the other.

If you have questions about
whether your current insurance
coverage fits with your overall
financial needs, please call to dis-
cuss this in more detail. Wl

How Much Life Insurance Do You Need?

hile health insurance has

dominated the headlines for
the past several years, there’s an
ongoing problem that is largely
unnoticed by the press: millions of
Americans don’t have enough life
insurance.

The result is often painful: in-
adequate life insurance coverage
often means drastic changes in
beneficiaries” standards of living.

Rules of thumb say you should
be insured for between six and 10
times your annual earnings.

For a primary breadwinner
making $100,000 a year, that's cov-
erage of $600,000 to $1 million.
But there are two problems with
rules of thumb: these ranges can
be very wide and don’t take into
account your unique situation.

So the best approach to deter-
mine how much life insurance you
need is to engage in some financial
planning. Start by answering the
following questions:

How much per year will your
family need to live on and for
how many years? Expenses may
be greater if, for example, you
have young children who require
day care; expenses may be smaller
if there are no dependent children
among your beneficiaries.

How will that number be
affected by inflation? Remember,
we're talking about what could be
a long period of time. At an infla-
tion rate of 3% a year, a dollar loses
15% of its value in just six years,
and about 25% after a little more
than 10 years. Imagine the impact
of a 25% pay cut, and you’ll begin
to appreciate the vital importance
of factoring inflation into the
equation.

Will your surviving spouse be
able to work, and if so, how much
will he/she earn? The amount
your surviving spouse earns
should reduce the life insurance
coverage you need; but in an un-
certain economy, it may pay to err
on the conservative side when
estimating a surviving spouse’s

earning power.

Should you think of retiring
large family debts? You can reduce
the amount of money your surviv-
ing spouse has to earn by providing
enough in life insurance to retire
such debts as credit card balances,
college and personal loans, and
your mortgage.

How will your children’s col-
lege expenses be paid for? In addi-
tion to providing for daily living
expenses, consider how higher edu-
cation bills — if there are any —
will be paid. Should you only
provide enough in life insurance
benefits to make up for annual
contributions to a college fund, or
should you provide enough for four
years of college?

How will your surviving
spouse’s retirement be funded?
One less person to provide for
means the price of your spouse’s
retirement will be less. When con-
sidering how much life insurance
coverage to buy, however, you
should evaluate whether your poli-
cy benefits need to make up for con-
tributions you were planning to
make until you retired.

What rate of return can your
surviving spouse expect to receive?
Where will the unused proceeds of
your life insurance benefits be
invested? The rate of return earned
will make a big difference in how
long they last — which can make a
big difference in how much cover-
age you buy.

When buying a life insurance
policy, choosing a coverage amount
can be easy — as long as you don’t
think the details will make any dif-
ference to your survivors. But if you
do, you owe it to yourself and your
loved ones to take a close look at
what amount will properly secure
their future if you're suddenly not
around.

Please call if you’d like to
discuss your life insurance needs
in more detail. Nl
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Continued from page 1

disability of six months or less.

Find out what benefits you
would be entitled to under sick
leave policies, short-term disability
policies provided by your employer,
and workers’ compensation. Anoth-
er source of funds might be your
emergency fund of three to six
months of living expenses.

When considering a long-term
disability, assess your income needs
until age 65, when presumably
retirement benefits would begin.
During this analysis, consider the
following items:
¢ Estimate your monthly expenses

following a disability. Typically,
some of your disability benefits
would be free of income taxes
(if you paid the premiums rather
than your employer) and you
won't incur work-related expenses.

However, don’t underesti-
mate your expenses, since your
medical and rehabilitation ex-
penses might be much higher
after a disability. Find out if you
would continue to be covered
under your employer’s health
insurance plan. If not, you’ll
need to make provisions for that
expense.

e Review your annual Social
Security statement for an esti-
mate of disability benefits.
However, keep in mind that eligi-
bility requirements are quite
stringent — you must be totally
disabled, have little or no chance
of recovery, and wait six months
or longer for your first check.
Even if you do qualify, benefits
tend to be modest.

e Decide what personal resources
you would use. You can access
funds from individual retirement
accounts, annuities, or 401(k)
plans without penalty if you are
disabled.

But first consider whether
you want to risk depleting your
retirement fund or children’s
college fund due to a long-term
disability.
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* Investigate any long-term dis-

ability benefits provided by your
employer. Long-term group
disability plans are typically less
common than short-term plans.
The policies frequently have strict
definitions of disability, pay up to
60% of your base salary (bonuses
and commissions generally aren’t
included), pay two to five years
of benefits, and don’t provide
cost-of-living increases.

Also factor in income taxes

that must be paid on any benefits
paid for by your employer. Check
to see if your employer-sponsored
retirement plan offers an option
for early retirement in case of
disability.
Consider purchasing disability
income insurance to fill any
gaps. However, you might not be
able to replace more than 60% to
80% of your income through
insurance, since insurers want
you to have an incentive to return
to work.

Any benefits from policies
you paid for are received income-
tax free. Coordinate insurance
from your employer and your
own policy so the maximum
benefits do not exceed the amount
the insurance companies will pay.
Otherwise, you may pay for cov-
erage you won't receive.

If you decide to purchase disabil-

ity income insurance, make sure to
consider these things:
e Pay special attention to the defi-

nition of disability. There are
three basic types of coverage: own
occupation, any occupation, and
income replacement. Own occu-
pation pays benefits when you
can’t work at your specific occu-
pation. Many professionals, such
as doctors and lawyers, opt for
this coverage.

However, due to substantial
claims, this coverage is now more
difficult to obtain. You may be
able to find own-occupation cov-
erage for a specified period, with
the policy then converting to any-
occupation coverage. Any occu-
pation means you must be unable

to work at any occupation that
you would be suited for based on
your training and education.

Income-replacement policies
pay the difference between what
you were earning before the
disability and what you are earn-
ing now. For most individuals,
income-replacement policies will
provide the best balance between
cost and benefits.

e Opt for a long waiting period be-
fore benefits start. This is a good
way to reduce premiums, provid-
ed you have other resources to
rely on for the short term, such as
sick leave, personal savings and
investments, and short-term dis-
ability coverage. Waiting periods
can range from one week to two
years, but the most common op-
tion is a 90-day delay in benefits.

* Consider coverage that pays
benefits until age 65. Disability
insurance is designed to protect
your financial situation from a
serious disability, so you should
obtain coverage for the long term.

Policies for lifetime benefits
are rare and expensive. It's proba-
bly not needed, however, since
you will probably be eligible for
Social Security and other retire-
ment benefits once you turn 65.

* Look for a policy that provides
residual benefits. This allows
you to return to work on a part-
time basis and still receive partial
benefits.

* Make sure the policy is either
noncancelable or guaranteed
renewable. Noncancelable means
you can renew the policy every
year at the same premium. Guar-
anteed renewable means you
can renew the policy every year,
but the premium can increase as
long as it is not done in a discrimi-
natory manner. Either provision
will ensure that the policy can’t
be canceled due to medical
problems.

Please call if you'd like to discuss
your need for disability income
insurance in more detail. Wl



News and Announcements

From the Rudy Household

About five years ago, when my daughter,
Megan, was in 2nd grade, we signed her up for bas-
ketball. During the first season, the coach had to
miss a game and asked for volunteer parent to
coach the upcoming game. I really just wanted to
be a parent in the stands, but I agreed to coach that
game.

I enjoyed the experience so much that I agreed
to assistant coach the following season. At the
conclusion of that season, the head coach let me
know that she would not be returning and asked if I
wanted to take over the team. In the span of about
120 days, I went from enjoying the games in the
stands to becoming the head coach of a 3rd grade
girls” basketball team.

Fast-forward four years. I am still coaching the
same core set of girls. Looking through past game
plans, it has been more than 150 games! In the fall,
the girls will be in 7th grade and plan to play for
their respective schools. While I will greatly miss
coaching the girls and all their unique personalities,
I am very excited for them to play middle school
basketball. It will be a lot of fun connecting with
each girl as Megan and her teammates from school
play against them.

Without volunteering to help coach that initial
game, I would have missed out on an amazing
experience. While the 7th graders are moving on,
I will remain as head coach for my youngest
daughter’s team, now 4th graders. So, the fun

continues!
Cliad Rudy, C7P°
From the Bolander Household

Last month, we saw Lyric Theatre’s perfor-
mance of The Wizard of Oz. For the occasion, our
five-year-old granddaughter, Stella, donned a light
blue dress, sparkly red shoes, and blue ribbons in
her hair. On the way there, we discussed a picture
of the main characters, how they became friends,
and what obstacles they would encounter while
following the yellow brick road.

At the Civic Center, we purchased a lighted
magic wand to be waved each time Glinda
appeared. The show was excellent in every way. I
was especially intrigued by the creativity of the
tornado scene and the costumes of the field pop-
pies. Stella was concerned that the Scarecrow
couldn’t stand up better, but his antics always

evoked gushes of giggles. We all had a marvelous
time.

After the show, we had a special ticket to meet
“Dorothy” on stage. She was very kind and patient
as the two girls compared their dresses and shoes
and posed for pics. On the way home, we dis-
cussed the show and how the friends had helped
each other. Despite their weaknesses, they each
had strengths and the ability to help others — a
good lesson to remember!

Have a great month,

Brenda C. Bolander,
C7P°, CPA/P7S

From the Wallis Household

My husband and I recently returned from a trip
to the Dominican Republic for an early celebration
of our upcoming 10th wedding anniversary. Many
of our friends asked if we took our two children
with us. The answer was “No.” Even though we
try to take a family vacation every summer, this one
was a getaway just for the two of us. We think it’s
important to work in couples” escapes every once in
a while.

Since we're raising two busy boys, it’s easy for
our lives to begin to revolve around sports practice
schedules, school events, and birthday parties.
Compound that with the demands of two full-time
jobs, one of which requires frequent travel, and it’s
easy to begin to feel like ships passing in the night.
I think it’s important to plan some time to look each
other in the eyes and have an adult conversation to
reconnect. On our beach vacation, it was nice to not
set an alarm, not have any responsibilities, and
have our toughest decision of the day be whether
we wanted to lie by the pool or the ocean.

One night, we walked down by the water as a
storm brewed far out over the ocean. As the waves
crashed on the shore, thunder roared in the dis-
tance, and lighting flashed across the sky. We sat on
the beach chairs and were so thankful for this
special time we were able to share together, be it
ever so brief. Here’s to appreciating the quiet
moments.

Best wishes,
Gennifer Walles,
W arketing Vice President





