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Welcome to Sound Financial Bites, where we help you with bite-sized pieces of financial              
and life knowledge to help you design and build a good life. The knowledge that has been                 
shared from stages at conferences, pages of national business magazines, and clients           
living across America, our host, Paul Adams, now brings directly to you. 
  
Paul Adams: Alright, welcome back. This is part 7. Now part 7's only purpose is to help us                  
review all the other episodes. We're going to cover this in five minutes or less. So, sit                
down, hang on, and here we go. Cory Shepherd is with us. Cory is President of Sound                 
Financial Group, he wrote Cape Not Required. Great book, can't recommend it enough.             
My name is Paul Adams. I am founder and CEO of Sound Financial Group. I'm               
super-glad you're here. Let's get at it. 
  
Cory Shepherd: Let's get to work. 
  
Paul: Yeah, so number 1 in our series was introduction to the types of life insurance. We                 
talked about the differences between term insurance, that it is terminating insurance, one            
day, it will go away, all the way to the other side of the spectrum, which is whole life                   
insurance, and then every other type of life insurance sits in between: universal life,              
variable universal life, equity index universal life. All of those tools, which you can see in                
episode 3, are all built on the term insurance chassis, meaning there's an ever-increasing              
cost of insurance inside of those products. 
  
Cory: There are no good or bad types of life insurance; just good or bad implementation                
of certain kinds. 
  
Paul: Yes, and managing of the different strategies is big. Too often, it is only sold, not                 
planned for. So, want to make sure that you own the right type for your situation. 
  
Okay, part 2 was where we want in depth into the universal life. Universal life insurance,               
underlying term chassis, it can be complicated. It definitely has to be managed. I would               
encourage you to take your time if this is a product you're going to participate in. We have                 
used some types of universal life for our clients, but they might now have the option to                 
own whole life insurance, for instance, for health reasons, but it requires much more              
management on our part, which means if you own it and you're not actively managing that                
contract, if you are not requesting an inforce illustration from your insurance company on              
at least an annual basis, then you may be neglecting it, and sometimes if too long goes                 
by, you may not be able to go back and fix it. 
  
Okay, episode 3, all about the amount of life insurance and how do you go about applying                 
for it. See, the biggest thing that can go wrong if someone with life insurance is not                 
owning it, we need you to have it. When you have something go wrong health-wise, and               
now can't get it anymore, guaranteed, every single time, we've had somebody get sick              
and they can't get life insurance. Somebody who, as a part of their planning, may have                
previously considered life insurance as, "I don't care if I have it or not," suddenly, if you                
tell them they're not healthy enough to own it, then they want to do whatever they can to                  
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acquire it. 
  
Why? Because, it's not Walmart. We feel like we can go into Walmart any time, 24 hours                 
a day, you can walk in at 2 in the morning wearing scuba flippers, and a mask, in a tutu,                    
with a snorkel, and it's fine. Everybody can come in, you can get something whenever              
you want to. The problem is life insurance is gated, and it's gated by our health, and we're                  
not always guaranteed to have it. 
  
The most important thing is to have it, because if something happens, your family              
depends on you. Now, there are reasons and situations where you may not have to have                
it. But, odds are if you've sat through these six episodes, and now you're watching the                
review, you probably should have life insurance in your life. I would encourage you to              
make sure you have the right amount, and that's where you can go back to episode 3. 
  
Episode 4, we talked about the types of life insurance companies. Stock companies that             
are owned by shareholders, Wall Street, and the board of directors has a fiduciary              
responsibility to those people versus a mutual company that also has a board of directors,              
but who they're responsible to is their policyholders, to whom the policyholders, a mutual              
company has to send all of their profits. 
  
Often, if we're going to own permanent life insurance and we're healthy enough to acquire              
it with a mutual company, we would encourage that that be part of your analysis. At a                
minimum, you don't want to overlook mutual insurance companies just because you're            
working with somebody at a stock brokerage firm or something, and they only -- by the               
way, you'd be surprised how often many of the people who might manage your money,               
who would be perfectly happy to refer you to an insurance company, in fact, if they are                 
the ones that get you the policy, you may not even be able to acquire it from a mutual                   
company because mutual companies tend to not align themselves with some of these big              
stock brokerages, etcetera. So, something to consider, make sure a mutual company's            
always in the lineup when you're looking at life insurance options because they're             
responsible to you instead of being responsible to just Wall Street. 
  
Number 5 is why it is the IRS has actually put limits on how much you can put in life                   
insurance. That's right, it's the IRS that says that you can only put so much money into a                 
whole life insurance policy because of the advantage it gives you as a taxpayer that they               
want to curb. 
  
Cory: If the IRS don't like it, I probably would. 
  
Paul: Yeah, that's right. The enemy of my enemy -- 
  
Cory: The enemy of my enemy is my friend. 
  
Paul: Yeah, so if life insurance is the enemy of the IRS, then I at least want to shake his                    
hand and see if we might get along. It's not a vehicle that is skirting taxes. It's 100%                 
following the tax laws, but the IRS does limit it, and because of their limit, we can build up                  
significant amount of liquid capital inside of whole life insurance, still have access to it,              
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have it creditor-protected, put us in the position where it can act as a bond substitute, or a                  
substitute for cash we would have kept in the bank so that we can put other money at                  
better use, not to mention -- and now something I realize I forgot to put in that video, it is                    
such a valuable asset that banks will lend to you at unbelievably low rates because it's               
tier 1 capital to them. 
  
You see, a bank can lend the most money when it has tier 1 capital in the books, which is                    
why banks own bank-owned life insurance, or BOLI. So, if you have a policy, you can, of                 
course, take the money directly from the life insurance company as a loan or withdrawal,              
or you can go to a bank directly, collateralize the life insurance, something we teach our                
clients to do all the time, and put yourself in a position where, in fact, you can get ultra-low                   
rates of interest, being able to take the money out, and why do we take this alone?                 
Because, we want to be able to put it back in and the loan keeps the space to put the                   
money back in. Otherwise, if you just withdraw it, it's a little bit like taking toothpaste out of                  
a tube: it's nearly impossible to get back in. 
  
Okay, episode 6. Episode 6 was how we can integrate the death benefit of our life                
insurance into the distribution planning in our old age. You see, if we have life insurance,                
we can put ourselves in the position if it's whole life insurance, if it has guaranteed death                 
benefit, we can put ourselves in the position where we can spend our money differently in               
retirement. Simply put, go to the episode if you want to see more. We've got some                
mathematical examples in that one. 
  
Here's what I'd have you consider. If you retire with just $3 million, then all you've got $3                  
million and you can take your 4% distribution off of that every year. Or, if you retired with                  
$3 million of capital and $3 million of guaranteed death benefit, you can spend down the               
$3 million of capital, making it look, taste, and feel much more like you actually have $6                 
million of assets in retirement. So, a way to consider your planning might be to match               
your capital at work to the amount of guaranteed death benefit you have in life insurance,                
doing so will make it feel, during your distribution phase, like you actually have much               
more money. 
  
Okay, that's it. That's the quick review of episodes 1 through 6. We're so glad you joined                
us. Bless your heart if you actually took the time to sit through all six episodes, and if you                   
haven't, here's what I would have you consider. 
  
Did we cover a lot of material in these videos? Yes. Did we cover a lot of material here if                    
you're listening to this via podcast? Yes. And if you were going to acquire life insurance                
for hundreds of thousands or millions of dollars without at least investing some amount of               
time in learning about the decision rather than just having somebody pitch you or give              
their opinion about what you should own, that may be an error. 
  
I cannot tell you how important it is that either your advisor spend the time educating you                 
or that you dig into the videos in this series that are most applicable to you, or go back to                    
our podcast and listen to those that are most applicable to you to take care of you, allow                 
you to be a better customer, and allow you to implement this in a more efficient strategy                 
for yourself. 
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We hope this has been a contribution to you being able to design and build a good life. If                  
we can help or support you in any way, reach out to us and we will do our best to walk                     
you through our philosophy, see if we're a fit, and take you through the assessment to               
see if you'd be a good client. I hope you're having a great day. I look forward to future                   
conversations. Subscribe to our channel, and we'll talk soon. 
  
I want to acknowledge you for taking the time to tune in to Sound Financial Bites. You                
stopped long enough in your busy day to reflect on your finances and your future to help                 
you design and build a good life. Please take a moment to subscribe to this podcast and                 
follow us on social media. You can find us on Facebook and LinkedIn. If you have a topic                 
you would like to hear us discuss, please send us a note on Facebook, LinkedIn,              
SoundFinancialBites.com, or email us at info@sfgwa.com. Be sure to check out the show             
notes for links to any resources that were covered in each episode. For our full disclosure,                
please check the description of this episode, the description of this podcast series, or you               
can visit our website. Make it a great day. 
 
-----------------------------------------------------------------------------------------------------------------------
---------- 
Paul Adams is a Registered Representative and Financial Advisor of Park Avenue            
Securities LLC (PAS). Securities products and advisory services offered through          
PAS, member FINRA, SIPC. PAS is an indirect, wholly owned subsidiary of           
Guardian. Sound Financial Group is not an affiliate or subsidiary of PAS or             
Guardian.  
 
This podcast is meant for general informational purposes and is not to be             
construed as tax, legal, or investment advice. You should consult a financial            
professional regarding your individual situation. 
 
Guest speakers are not affiliated with Guardian or PAS unless otherwise stated,            
and their opinions are their own. Opinions, estimates, forecasts, and statements of            
financial market trends are based on current market conditions and are subject to            
change without notice. Past performance is not a guarantee of future results. 
 
This Material is Intended For General Public Use. By providing this material, we are             
not undertaking to provide investment advice for any specific individual or           
situation, or to otherwise act in a fiduciary capacity. Please contact one of our              
financial professionals for guidance and information specific to your individual          
situation. 
 
All whole life insurance policy guarantees are subject to the timely payment of all             
required premiums and the claims paying ability of the issuing insurance          
company.. Policy benefits are reduced by any outstanding loan or loan interest           
and/or withdrawals. Dividends, if any, are affected by policy loans and loan           
interest. Withdrawals above the cost basis may result in taxable ordinary income. If             
the policy lapses, or is surrendered, any outstanding loans considered gain in the             
policy may be subject to ordinary income taxes. If the policy is a Modified             
Endowment Contract (MEC), loans are treated like withdrawals, but as gain first,            
subject to ordinary income taxes. If the policy owner is under 59 ½, any taxable               
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withdrawal may also be subject to a 10% federal tax penalty. 
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Each week, the Sound Financial Bites podcast helps 
you Design and Build a Good Life™. No one has a 
Good Life by default, only by design. Visit us here for 
more details: sfgwa.com 
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