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Insurance and Financial Planning

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. In
many ways, it’s the bedrock that
supports your overall financial secu-
rity. Some might even argue that if
you have to prioritize, it's more im-
portant to focus on developing 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 insur-
ance 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 sit-
ting down and taking an objective
look at your total financial situation,

perhaps with the help of a financial
advisor. Consider your age, family
situation, 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. Un-
fortunately, there is no 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

Continued on page 2

Avoid These 10 Insurance Mistakes

ew people enjoy thinking about
their insurance needs, shopping

for coverage, or reading through a

policy’s fine print. Once they do buy

a policy, many people rarely think

about it again, other than when they

pay the premiums. But that tenden-
cy to avoid thinking about insurance
can lead to insurance mistakes that
can put a person’s assets at risk.

Below are some of the most com-

mon insurance mistakes:

* Expecting the best — Some peo-
ple may think they can skip vari-
ous types of essential insurance
(like auto or health insurance) be-
cause it won’t happen to them.
Or they may buy a bare-bones
policy thinking they won’t ever
need to make a claim. But the re-
ality is that accidents and injuries
can happen to anyone. A compre-

hensive insurance plan protects
you when they do.

* Not shopping around — If
you're in the market for a new
policy, shop around and compare
prices to get the best deal. But
make sure you’'re comparing
equivalent policies and coverage
— an ultra-cheap policy may
offer skimpy benefits.

* Buying too much insurance —
While insurance is a valuable
part of your overall financial
plan, there is such a thing as
being over-insured. If you're pay-
ing high premiums for insurance
coverage you don’t really need,
you're wasting money. What
types of insurance might you
skip? Extended warranties, cell
phone insurance, insurance for

Continued on page 3
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Insurance
Continued from page 1

honest evaluation of the risks you
face. But that’s just the beginning.
For example, if you have young
children, you probably know you
need life insurance. But how much
is enough and what variety (whole
or term) 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 cov-
erage is adequate. To do this, you
need to imagine the unthinkable:
How would your family survive if
you were no longer there to support
them? Don’t just pick a big number
and assume it will be enough.

Consider this: You have a life in-
surance 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 mort-
gage and some other debts, pay for
your funeral, and cover other mis-
cellaneous expenses. That leaves just
$600,000 for your family.

If your survivors 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 as-
sumes 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 as well. The cov-
erage may not be as extensive as
you expect, with a limited benefit
period or a narrow definition of dis-
ability (you may only get benefits if
you aren’t able to work in any occu-
pation, not just your current occupa-
tion). Robust disability insurance
coverage is essential if you do not

How Much Life Insurance Do You Need?

Rules of thumb exist that say
you should be insured for be-
tween six and 10 times your annu-
al earnings. But these ranges can
be very wide and don’t take into
account your unique situation.
The best approach to determine
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
survivors 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 survivors.

How will that number be af-
fected 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 insur-
ance coverage you need, but in an
uncertain 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 college expenses be
paid for your children? In addition
to providing for daily living expens-
es, consider how higher education
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 pro-
vide enough for four years of col-
lege?

How will your surviving
spouse’s retirement be funded?
One less person to provide for
means the price of your spouse’s re-
tirement will be less. When consid-
ering 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 in-
vested? The rate of return they earn
will make a big difference in how
long they last — which can make a
big difference in how much cover-
age you buy.

Please call if you'd like to dis-
cuss life insurance.

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 plan. Given the
high cost of nursing home care or a
stay in an assisted-living facility, the
need for these types of services in re-
tirement would bankrupt many,
even those with substantial retire-
ment savings. If you suspect that
you or your spouse might need such

care, a long-term-care policy is one
way to protect your assets and re-
duce 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 insur-
ance coverage fits with your overall
financial needs, please call to discuss
this in more detail. Wl
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Avoid These 10

Continued from page 1

Life Insurance for Stay-at-Home Spouses

specific diseases (like cancer),
rental car insurance, and mort-
gage life insurance are usually
not worth the premium you pay.
Not negotiating on insurance
rates — Here’s a little-known tip:
The premium price you're quot-
ed isn’t set in stone. Depending
on the type of coverage you need,
you may be able to get discounts
based on your profession, the age
of your car, installing an alarm
system in your home, choosing a
higher deductible, and more.
Bundling — buying several poli-
cies through the same carrier —
can also lead to premium price
breaks.

Forgetting to pay the premium
— It’s a simple but potentially
devastating mistake. Missing pre-
mium payments could cause
your policy to lapse, leaving you
without coverage. Reduce the
risk of this happening by au-
tomating your payments.
Dropping coverage to save
money — When your budget is
tight, dropping insurance cover-
age may seem like a good way to
save cash. You may save money
in the short term, but you could
end up worse off in the long term
if you need to make a claim. If
premium payments are straining
your budget, consider raising
your deductible or asking your
insurer if you're eligible for any
discounts.

Forgetting to update life insur-
ance beneficiaries — As your life
changes, so should the people
named as beneficiaries on your
life insurance policy. Divorce, re-
marriage, the death of a spouse,
or the birth or death of a child are
all times when you should up-
date these designations. If you
fail to take this simple step, your
life insurance may not do its job
when you need it most. After all,
do you want your insurance ben-
efits to go to your ex-spouse or
have one child receive a generous
insurance payment while the

FR2020-0522-0074

hen most people think about

life insurance, they think
about replacing the take-home pay
earned by the family’s primary
breadwinner should he/she die.
Yet it could be just as important to
insure a stay-at-home parent.

The issue is one of valuation:
how do you set a dollar figure on
the contributions that a stay-at-
home parent makes to a family?
Start by looking at the functions he
or she provides: cooking, cleaning,
childcare, shopping, laundry, pay-
ing bills. How much would it cost
to pay someone to provide those
same services?

For a newly single parent of
two children, the price of continu-
ing to work could mean spending
as much as $40,000 or more a year
on childcare and household ser-
vices. If you can’t imagine finding
that kind of additional cash flow,
covering your spouse or partner
with a life insurance policy to pay
those expenses for as many years as
needed makes sense.

You have two choices: you can
take out a separate policy on your
spouse that names you as the bene-

ficiary, or you can add a spouse
rider to your own policy. The ad-
vantage of a rider is that it can be
cheaper than securing a separate
policy for the stay-at-home parent.

On the other hand, if your
spouse dies after you do, the rider
typically doesn’t pay a death bene-
fit to your spouse’s beneficiary. In
addition, your spouse will have no
access to cash value accumulation
since the policy and cash values are
owned by you. And, with some in-
surance companies, you can’t se-
cure as much coverage on your
spouse in a rider as you can in a
separate policy.

If there are other reasons for
your spouse’s life to be insured
than simply replacing his/her
homemaking services — like desig-
nating different beneficiaries or
meeting estate-planning objectives
— then a separate policy might be
the better choice.

As with all life insurance deci-
sions, the best way to insure a stay-
at-home spouse differs for every
family. For help assessing which
spousal coverage decision is best
for you, please call. NIl

other receives nothing? Keeping
your beneficiary designations up-
to-date can help you avoid those
outcomes.

Having coverage gaps — Every-
one faces different risks, and thus
has different insurance needs.
Sometimes, it’s easy to overlook a
risk until it’s too late. For exam-
ple, if you live in an earthquake-
prone area, you likely need
separate earthquake insurance. If
you serve on a nonprofit board of
directors, you may need personal
liability coverage. If you own
ATVs, snowmobiles, or other ve-
hicles, you may need special poli-
cies to protect yourself in case of
damage to the vehicle or a law-
suit. The list of possible risks goes
on and on.

Not researching an insurance
company before you buy — Not
every insurance company is creat-

ed equal, and what looks like a
great deal today may be less ap-
pealing tomorrow when you are
struggling to get a claim pro-
cessed quickly. Before you buy,
get multiple quotes, read the poli-
cy’s fine print, review the insur-
er’s complaint record with the
state department of insurance,
and check the company’s ratings
with ratings agencies like Fitch,
Moody’s, and A.M. Best.

Not thinking about insurance as
part of your overall financial
plan — Insurance isn’t something
you should think about in isola-
tion. In fact, it’s an essential part
of your overall financial plan. A
solid risk management strategy
protects your hard-earned wealth
and your family’s future. Please
call if you'd like to discuss insur-
ance in more detail. Wl



News and Announcements

From the Flinton Household

“In a completely rational society, the best of us would
be teachers and the rest of us would have to settle for some-
thing else.”

~ Lee Iacocca

Driving home later than usual last night, I found
myself passing numerous schools on my route home.
My thought immediately went to the teachers, as the
parking lots were sprinkled with cars; teachers, admin-
istrators, and others working late in an attempt to con-
tinue to make the schools and classrooms as welcoming
and safe as possible. I was reminded of what an incredi-
bly difficult task teachers have before them in a normal
year, and as best I can tell, 2020 feels a little different for
some reason. Maybe it’s just me.

I was also reminded of just how meaningful and im-
pactful certain educators were in affecting the trajectory
of my life. This year teachers have been faced with in-
credibly difficult circumstances, and they have handled
themselves with such grace and dignity. I am grateful
for all the teachers that pour their hearts into their work,
and our children, on a daily basis. Obviously when we
think of teachers, we usually begin to then think about
so many public servants and those who contribute so
much to the continued well-being our of communities.
It is easy to feel gratitude in one moment for a specific
individual or group of individuals, then quickly realize
our gratitude extends so far and wide, we end up sup-
pressing our desire to let anyone know. I tell my daugh-
ters to show kindness and gratitude to somebody that
they normally wouldn’t. I am going to do the same, and
make it my mission to reach out to some of the individ-
uals and teachers that helped make my life what it is
today. I encourage you to do the same.

From the Alexander Household

Educators are facing tremendous challenges to de-
termine how to create a safe learning environment for
our children. I appreciate the work of teachers, coaches,
and administrators who are putting aside their own per-
sonal circumstances to address these obstacles. They in-
spire me.

I also realize the extent to which I have taken teach-
ers and schools for granted, both as a student and as a
parent. Reflecting on the exceptional teachers who guid-

ed my development and that of our sons, I am grateful.
From Mrs. Acton’s nurturing first grade classroom to
Mrs. Perri’s AP English class that encouraged my love
of reading to Coach Craig who taught me the value of
discipline and hard work through gymnastics, there are
so many that my list would greatly exceed my word
limit.

So many outstanding people devote their lives to
teaching. When you think of mentors and teachers who
have inspired you and impacted your life, who comes to
mind? What did they do that was so special? Do they
know the impact they have made on your life? If they
are alive, consider writing a note or email to thank
them. If not, reach out to an educator in our community
who could use encouragement. I look forward to writ-
ing these notes of gratitude!

Caral Ringrase sHlexander,

C7P* A77°, CEPS, COZH4™™

From the Rudy Household

This past August, the family drove three hours to
College Station to move our daughter Kayla into the
dorms for her freshman year at Texas A&M University.
The girls rode in Kayla’s car while Amy and I followed
in my car, fully loaded with dorm room essentials. Once
we helped get her moved in, we had dinner all together
and said our emotional goodbyes.

The move-in times were spread out over 10 days
and Kayla was scheduled for the very first day. She
spent the extra time before classes began putting finish-
ing touches on her room, touring the campus, finding
her classes, and meeting new friends. Most of the cam-
pus dining was open, so she quickly learned her fa-
vorite places to eat. She and her roommate were only
acquaintances, so this time also allowed them to get to
know each other better prior to classes starting.

Now that Kayla is living in a dorm, our home is qui-
eter. We're so thankful for the ability to easily commu-
nicate through various technologies. She communicates
with her sisters daily with quick instant messages and
photo apps. Amy and I also utilize the old-fashioned
phone call every few days. Kayla says that she misses
us and we miss her. However, she is really settling into
college life, and for that we are beyond happy.

Cliad Rudy, C7P°





