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Introduction

The wind was beginning to blow a breath of cool that brought out candy-colored leaves on the 
trees. Fall was approaching, and the time for reflection filled the air. I sat staring out the window, 
thinking about what I accomplished in the past year and where I wanted to go next. 

I was thankful for good health, great children, a successful career, a wonderful home, a supportive 
spouse, a loving family and good friends with whom we have enjoyed a life full of wonderful 
experiences. 

Yet I could not help but wonder: What if it was all gone tomorrow? What if my health changed 
instantly? What if I did not make it home one night? What if I was not able to provide for my 
family? What if I had not saved enough or planned properly?  Would I become a burden on my 
children in my later years? Yes, I was going through all of the “What if ” questions in life. My 
thoughts were suddenly broken by the insistent sound of the phone. I picked it up and heard a 
familiar voice laced with concern. 

“I just received my account statements in the mail,” the voice said. “The returns on my investments 
have really fluctuated over the past several years, and I want to make sure I am still investing in 
the right things. What do you think? Am I OK? Do I have enough money to last? What would 
happen if I get sick or need to go into a nursing home? Will my children get anything from my 
estate? What about my grandchildren? Will there be enough for them? Where do you think the 
stock market is going next year?” 

The concerns I heard in my own thoughts and in that voice many years ago are the same concerns 
you may be feeling: concerns about your own physical and financial health, your investments, 
your financial plan. These concerns are my reasons for writing this book:  to provide simple 
guidelines for making your financial plan.

We know we should plan financially. We know our 
financial future is too important to ignore. We work, 
we agonize over our spending habits, and we try to 
save something for the future. The thing that most 
of us do not realize, however, is that simply earning, 
spending wisely, and saving money will not be enough. 

We also need our money to grow so that, when we 
need it for a college education, a special wedding or 
family vacation, a new business, or when we get around to spending more time enjoying life, we 
will have enough to cover those needs. The questions become: How do I accomplish this? How 
do I address the “What if ” concerns of my life?   

If you won a million dollars in a lottery today, how would you feel? Jumping-around-the-room 
excited, I suspect. But more importantly, how would you begin to think? Would you think 

Good News! You are 
going to receive $1 
million, possibly 
much more!
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differently than you do today? Would you spend differently than you do today? 
What if I told you I would give you a million dollars, but that would be it for your entire life. 
What would you do with it? How would you spend it? 
Now, what if I told you I would give you a million dollars, but I would pay it to  you over the 
next 30 years. What would you do with it? How would you spend it?  

Good news: You are going to receive $1 million, possibly much more! No, I am not kidding! 
You need to understand that a million dollars are going to go through your hands, on the 
“installment plan.” 

Let’s do the math. If you work for 30 years and you earn at least $35,000 each year, your paychecks 
will add up to $ 1,050,000 dollars over the course of your 
working years. Chances are if you are reading this book, 
at least $1,000,000 dollars will go through your hands in 
your lifetime! Many of you will handle much more than a 
million dollars over the course of your life. 

The big secret to financial success is not how much money 
you make. It is how much money you keep! The question 
is: What will you keep out of the money you make? You 
must begin right now to think like a millionaire, on the 
installment plan! 

In order to change the way you live, you must change the way you think!  

To do this, you must begin to see yourself as financially successful. You must begin to understand 
some basic financial principles. If you begin to apply what you learn in the next few chapters 
of this book, you have the potential to get on the right financial track, but it will require action, 
commitment, and planning on your part.

Smart people make simple mistakes in their financial planning that could cost them hundreds 
or thousands of dollars. 

Some common mistakes:
•	 Chasing after high returns instead of using solid investment principles
•	 Listening to media Guru’s or following financial myths instead of seeking sound, personal, 

professional advice
•	 Failing to properly diversify portfolios
•	 Allowing excessive stock-overlap in investment holdings
•	 Leaving money with past employers instead of controlling it
•	 Naming the wrong beneficiary on annuities and IRA accounts
•	 Failing to keep beneficiary designations current
•	 Placing the wrong assets in a trust, creating double-taxation for the estate 

The big secret to 
financial success 
is not how much 
money you make.
It is how much 
money you keep!
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•	 Paying excessive taxes on investments
•	 Failing to have adequate insurance coverage for unexpected events

Today, information is at our finger tips: seminars with financial advice and strategies, newsletters, 
self-help magazines, easy access to online research, and television gurus who say they will to 
teach you everything you need to know. But even with this wealth of information, you may feel 
inadequate to the task and misinformed, questioning whether any of the information is the 
“right” information. Even in this great “Information Age” and its wide use of technology, none 
of these sources can tie it all together for your personal circumstances.  

The most significant, and perhaps the most costly, mistake you can make is to assume that 
someone else, your accountant, bank representative, attorney, or some family member, will be 
entirely responsible for giving you accurate, well-planned information that shows unbiased 
concern about you and your finances.   

Let’s experiment for a moment to see if you are making these mistakes. 

Answer these questions, Yes or No.
1. Do you believe your accountant will tell you all of the additional ways you can save on taxes? 
2. Do you believe your insurance agent will advise you on the best insurance coverage for you 

and your family, and put your concerns before cost or commissions? 
3. Do you understand all of your insurance policies and feel they are serving the purpose for 

which you purchased them? 
4. Have you placed your assets properly to avoid spend-down requirements in the event of bad 

health, liability suits, double taxation, and probate costs? 
5. Is your estate well positioned to avoid estate taxes, and to provide your heirs with the 

distributions you intend? 
6. Do your current Will and Trust documents meet the requirements of current state and 

federal law? 
7. Do you review and up-date those documents on a regular basis? 
8. Are your investments well diversified to protect against sudden market changes? 
9. Are you certain the internal holdings of your investment portfolio do not excessively 

overlap each other? 

How did you do? If you answered “No” or “I don’t know” to any of these questions, you may be 
assuming that others are taking care of your financial responsibilities without really knowing 
that they are. 

Let’s try another question. How often do your tax advisor, investment broker, insurance agent, 
mortgage consultant, attorney, and banker communicate with each other about your personal 
financial plan? Most of you would have to respond, “Never!” Then the question becomes, why 
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would you allow people who hold the keys to your future financial condition, but who never 
communicate with each other, determine your future financial fate?  

Would it make sense to work with a financial coordinator, who could not only help bring these 
people and their expertise together for your financial future, but who could also act as a second 
opinion, or at least as sounding board, for you? If your answer is “yes,” you may want to consider 
meeting with a professional financial planner. 
The role of a financial planner is to work on behalf of you as a client and to help orchestrate the 
actions of other financial professionals to ensure those actions will meet your goals, objectives, 
and needs. 

My goal in writing this book is not to make you a financial planner, and it is not to necessarily 
make you hire a financial planner. This book is not a college course on investing or a book for 
those looking for a “get rich quick method” or a “best kept secret.” It is a basic, straightforward 
book for the average American who is working every day to enjoy life and become financially 
sound. I hope it will serve as a thought-provoking tool that will help you ask yourself and others 
the right questions so you can avoid costly financial mistakes. 

My goal is to help you do a reality check, to help you think about what you have done so far, and 
about what you still need to do. I hope you will stay with me as I provide the basic information 
and fundamental principles you need to understand in order to create your own Quality Life 
Plan™. 

Who needs this information? Every man, woman, and child needs to understand financial 
planning truths. Regardless of your age, ethnic culture, or income level, you need to apply the 
financial truths contained in these pages.

Because laws change, products change, the market changes, and your needs change, no one book 
can give you all you need to know. The best I can do is to help you begin to ask yourself questions 
and to stimulate you to think about your future financial decisions. This book is for those who 
care enough about their future to do the work to “Take the ‘IF’ out of LIFE and begin to LIVE!” 

Here are four questions you should continually ask yourself: What if I live? What if I linger? 
What if I leave? What is my Legacy? We will address these questions and more, as you begin to 
design your Quality Life Plan™.
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My Quality Life Plan™

You may have heard people talking about creating a “financial plan.” I want you to change that 
thinking and begin to view your plan as your Quality Life Plan™. This plan focuses on your life 
goals, your values, and your desired way of life. It takes into consideration not just accumulating 
enough money to last your whole life, but how you want to enjoy your life along the way. 
Developing and following this plan will allow you to spend your money free of guilt, travel 
without concern, and leave a legacy behind. 

Because it will encompass all the things in life that are important to you, you can go through 
the remaining years of your life with this plan. It could include travel plans, health concerns, 
charitable contributions, plans for your family, grandchildren, and even plans for your pets. It is 
a way for you to design the rest of your life on paper, making a blueprint, if you will, and then 
live it out – monitoring and readjusting as you go.

In order to create a Quality Life Plan™, you will need to do more than reflect on your financial 
goals. You will need to look within yourself and begin to see what is essential to you. You will 
need to reflect on your values. You will need to reflect on where you are and where you want to go, 
and, more importantly, why you want to go there. My desire is to help you to begin this process 
and to help you think about how you want to LIVE! To begin your journey into your financial 
future and begin to design your own Quality Life Plan™, let’s start with a commitment. If you 
are truly determined to make your Quality Life Plan™ work, meaning that you are committed 
to doing the work in this book, sign your name below, and let’s get started!

  _________________________________________________________
   Signed     Date 
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Chapter 1
Setting Goals 

Some people have laid down great financial plans and enjoyed fine things in life, achieved great 
things in the eyes of many, yet are unhappy and internally dissatisfied. This is mainly because 
they never took time to determine what was truly important to them in life, apart from financial 
goals.

Your Quality Life Plan™ includes your other life goals, as well as your financial goals. Let’s start 
with your other life goals. 

When designing your Quality Life Plan™, consider the following “Personal Life Pyramid” as 
a model. The Quality Life Plan™ begins at the bottom with your values and ends with your 
legacy.  

As you establish your core values in life, you will be setting a clear vision for your life. With a 
clear vision for your life, you can create an effective mission for your life. If you create an effective 
mission for your life, you can set effective goals for your life. If you live your values, vision, 
mission, and goals, you will leave the legacy you want to leave. Each of us will leave a legacy, 
good or bad, by design or by default. What will yours be? Will it be by your design? Will you 
do the work to make it happen? If you don’t, it won’t. If you are ready, let’s begin to design your 
Life Quality Plan™!

VALUES

VISION

MISSION

GOALS

LEGACY
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Adjust Your Plan, Not Your Life
Life throws obstacles. You will face roadblocks, detours, and financial setbacks. The key is 
learning how to adjust your plan, not your life.

You can take time to create a plan for your life, choose a career, set up budgets, decide how many 
children you are going to have, where you want to live, and then begin to live out the plan. Or 
you can live life one day at a time and take life as it comes, with little or no plans in place. 

Most of us seem to fall somewhere between, some planning and some procrastination, some 
following the plan, and some allowing obstacles to knock us off track. Often these obstacles 
came unexpectedly: a layoff from work, an injury, a business failure, losing a loved one, unplanned 
pregnancy, a car wreck, a hurricane, a flood, or the many other unforeseen events life can deal 
out. You should expect to adjust even the best-made plans. The difference between panic and 
peace is knowing, the difference between adjusting a plan and adjusting a life. 

Reaching Goals, Not Just Setting Them
Every January, millions of people begin a new year by optimistically setting new goals, yet few of 
them ever achieve the goals they set. Why is this so common? Maybe they fail to recognize that 
a “SMART” goal should be: Specific, Measurable, Attainable, Realistic, and Tangible. If you are 
one of these people, you may also be guilty of one or more of the following:
•	 Failure to see the goal’s value 
•	 Fear of criticism
•	 Fear of failure
•	 Fear of success 
•	 Lack of knowledge about how to set a goal 
•	 Lack of an inner desire to change 

I think the number one reason most people fail to achieve the 
goals they set is the last one: the lack of an inner desire to change. 
That entails a burning desire for something greater than what 
they currently have, a passion to achieve, and a willingness to pay 
the price to obtain the result. 

I will put it simply: You may be setting your goals intellectually, but not from your heart. When 
your goal is not rooted deep in your heart, when it is not a conviction that burns with desire and 
passion, it does not stand a chance of becoming a reality. A goal must go beyond the intellect 
and become a conviction.

A goal must 
go beyond 
the intellect 
and become 
a conviction.
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Making a Goal a Conviction
How do you move a goal from your head to your heart? How do you make a goal a conviction? 
To make a goal a conviction, you must base that goal on your values. Values are the things that 
are most important to you. Ask yourself some questions:
•	 What is most important to you?
•	 What are your values?
•	 What would really cause you to take action?

For example if losing weight is your goal, then what will cause you to do whatever it takes to 
achieve your desired result? Is your current health at stake? Are you worried about not being 
around to see your grandchildren grow up? Are you tired of being tired or out of shape? 

Regardless of whether your goal is physical or financial, if there is not a burning, internal desire 
that drives you, your goal will never become a reality. How do you create a goal based on values? 
When you focus on your values first, then set your goals to line up with those values, your goal 
will become convictions.

Focusing on Your Values – Beginning with the End
A value is something you believe in. It is something you have a passion for. Something you live 
for and may even be willing to die for. We may all have different values, but all of us have them.

I have been through troubles with my clients: the loss of an unborn child, the loss of a child 
in an accident, the loss of a teenager who did not make it home after school, the suicide of a 
spouse, heart attacks, cancer, strokes, and unexpected health-related deaths. I have also had 
clients who experienced long full lives with few difficulties. I 
have celebrated with my clients: births, graduations, weddings, 
new homes, retirements, and even lottery winnings.

The emotions on any given day can range from extreme highs to 
extreme lows. The urgent sometimes takes over the important. 
The interruptions, changes, and roadblocks of life sometimes 
force the adjustment of plans. Yet, in the midst of it all, you 
must take time to stop and determine what your values are and 
what is important in your life.

There are phases in life: single phase, career phase, accumulation 
phase, retirement phase, distribution of assets phase, and death. 
Many will go through the phases of life without ever taking 
time to design, direct, plan or enjoy the phase they are in, much less the phases in the future. 
But I hope you will be different, going through your life with a clear focus on your values, goals, 
vision, mission, and thinking about the legacy of life you want to leave.

That is what it is all about: focusing on your values, goals, vision, mission, and the legacy you 
want to leave. 

That is what 
it is all about: 
focusing on 
your values, 
goals, vision, 
mission, and 
the legacy you 
want to leave. 
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Seeing the End First
In his book, Seven Habits of Highly Successful People, Steven Covey stated that we need to “begin 
with the end in mind.” This means you must see the end as if it were today, present tense. The 
following may seem a little bit odd, and even difficult, but it is an exercise I have found to be 
very helpful in the planning process: beginning with the end in mind.

1.   Write your Eulogy.
Write it not the way it would currently read but the way you would want it to read. What do 
you want people to say about you, remember about you, and have impressed upon their hearts 
because of you? What life legacy do you want to impart to those left on this earth after you? 

Example: 
  On fill-in-the-date, John Smith came to rest. John was an inspiring 

individual, affecting many lives with his passion for living. His 
family is a testimony to the values he held. His integrity, honesty, and 
commitment to his faith will be a legacy they remember for generations 
to come. His involvement in community service, dedication to his 
career, enjoyment of hiking, biking, and good heath, and the never-
ending love he had for helping others changed the lives of those who 
came across his path. John will always be remembered for his love, 
his dedication to serving others and the words of encouragement that 
inspired his children and many others. His life will continue to inspire 
many generations to come. 
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Write your own Eulogy.
•	 Take time to write it now!
•	 Write it the way you want it to read, not the way it would read today.
•	 How do you want your family, friends, and others to remember you!
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2. Make a list of your Core Values.  
Again, values are those things you hold dear in your heart. Core values are the most important 
of those values, the ones you want to pass on to those you love. Write single words that describe 
the values you hold as important in your life.

 Examples:
  Trust, honesty, integrity, ethics, faith, family, health, or whatever is 

important to you

List your own Core Values now:

1. ____________________________

2. ____________________________

3. ____________________________

4. ____________________________

5. ____________________________
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3. Describe your Core Values.
Write a sentence or two describing in detail the values you wrote. 

Example:
  Trust: I believe trust defines a person. Without trust, no relationship 

can exist.

Describe your own Core Values now.

1. 

2. 

3. 

4. 

5. 
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4. Write your Value Statement. 
Using the descriptions of your personal core values, create your own “Value Statement.”  

Examples:
  “My faith serves as the foundation by which I live, honesty and 

integrity lead to trust in relationships, and these are the values I 
desire to impress upon my children and grandchildren. This desire 
helps me live each day as an example to them.” 

OR
  “I desire to make a lasting influence on those I love by living my life 

with a consistent balance between faith, family, fitness, finance, and 
fun.”

Write your own Value Statement now. 
•	 Incorporate your own personal values.
•	 Keep it short and precise – one sentence in length.
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5. Write your Life Mission Statement.
Taking into consideration the way you want your eulogy to read, and the value statement you 
created, you should be able to create a personal mission statement for your life. A mission 
statement is a short paragraph reflecting what is important to you. It should be a precise 
statement, communicating what you want to achieve or accomplish in your life.  

Examples:
  “The mission of my life is to live every day with integrity, bringing 

value to living and having a positive influence on others.”
OR

  “To help others achieve their dreams and highest potential, while 
maintaining balance in life, is the mission of my life.”

Write your own Life Mission Statement now. 
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6. Create a Personal Vision Statement.  
A vision statement is what you would like to “achieve” over the course of your life. Not a goal, 
but the impact you want to leave. It should support your Mission and Value Statement. For 
example, a Vision Statement might read like one of these:

  I desire to create confidence, vision, dignity, integrity, and spiritual 
commitment in my family and friends.”

OR
  “I desire to influence the lives of those around me through dignity and 

integrity and leave a positive legacy that is beyond me.”

Write your own Personal Vision Statement now. 
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Five Areas for Goals in Your Life 
I would suggest that, at a minimum, you should consider reaching at least one to three goals in 
each of the five following areas: Faith, Family, Fitness, Finance, and Fun. This is not to say that 
you should not have additional goals, (e.g., career goals, educational goals, relationship goals, 
or even life achievement goals), but these five will help you get started with a plan for your life. 
1. Faith: This goal may include praying each day, reading each day, attending a fellowship 

each week, helping others, sharing your faith with others, or establishing family traditions 
to pass to your children.

2. Family: This goal may include spending more quality time with your spouse, children, and 
other relatives, eating at least one meal together weekly, taking a family vacation each year, 
or showing up at your children’s sports or musical activities. 

3. Fitness: This goal means living a healthier lifestyle, and may include walking 20 minutes 
each day, running three miles each week, taking a hike or bike ride each week, going to the 
gym twice a week, losing 20 pounds over the next six months, eating a healthier diet or 
finding a way to release and reduce stress.

4. Fun: This goal may include taking time to play in the park with your family, taking a long 
walk alone in the mountains, joining a softball league, golfing, fishing, biking, gardening, 
cooking, dining out, or simply taking the time to watch a movie each month or sit and 
reflect.

5. Finance: This goal may include saving for a child’s education, a new car, retirement, getting 
out of debt, or paying off a credit card.

6. Write your goals. Goals should be SMART: Specific, Measurable, Attainable, Realistic, 
and Tangible. Do not share goals with Anacondas. (Anacondas are those people in your life 
who will squeeze the life out of your dreams.)

We will start with some questions:

What is a goal you did not achieve in the past – why not?

What is a goal you did achieve? Why do you think you achieved it?



18

For each of the following areas, list at least one goal you want to achieve in a year.

Examples: 
  Read a book from cover to cover, create a family history photo album, 

complete a 100-mile bike ride, donate $10,000 to a favorite charity, 
sky dive.

Faith: 

Family:

Fitness:

Fun:

Finance:

For each of these same areas, list at least one goal you want to achieve before you die.

Faith: 

Family:

Fitness:

Fun:

Finance:

When you have taken the time to draft your Eulogy and develop your Values Statement, Vision 
Statement, Mission Statement, and Goals, you are ready to start on your design for the financial 
part of your “Quality Life Plan™.” We will spend several chapters on financial issues; then we 
will get back to the other parts of your Quality Life Plan™ in later chapters.
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Chapter 2
Financial Freedom

Financial freedom, the goal of most individuals, seems so elusive. Contrary to popular opinion, 
financial freedom is not dependent upon how much money you have. Financial freedom occurs 
when you overcome the fears and anxieties you have associated with money.

We will start with some questions: What do you 
really want from your money? How much is enough? 
Wouldn’t it be great to have enough money so you 
did not have to worry? Let me give you some simple 
insight: Having “enough money” is easy. The “so you 
do not have to worry” is the difficult part. As you read 
the following chapters, you will be answering these 
and other questions. That is what this book is about.

Keep in mind that money is nothing more than a 
vehicle that allows you to live the life you desire. It is 
true that having money can be much nicer than not 
having money, but money is not what brings peace of 
mind, happiness, or quality of life. You can have a lot 
of money and still be unhappy, or you can have a lot of money and still live in the constant fear 
of “not having enough.” You can also be perfectly content with a little.

Financial freedom is overcoming your “money fears.”
The first thing you must begin to do is change the way you think about money.  
This means actually changing your thinking. You will never be financially free if you think you will 
never have enough money. You will never be financially free if you continue to act as if you will 
never have enough money. You will never be financially free if you allow money to control you. 

True financial freedom is a matter of understanding four things:
1. Money does not control you.  
2. You control your money.
3. You control your thoughts.
4. You control your life. 

It may seem like a contradiction, but the fear of parting 
with your money can cause you to fail to plan. When you 
fail to plan, you are planning to fail, and the very thing 
you fear is more likely to happen. 

When you learn to 
enjoy life with the 
money you already 
have, then money 
will no longer be the 
excuse that hinders 
you from living the 
life you deserve.

Having “enough 
money” is easy. 
The “so you do not 
have to worry” is 
the difficult part.
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The choice to change your thinking and start living the life you desire is yours. The question is: 
What life do you want to live? When you learn to enjoy life with the money you already have, 
then money will no longer be the excuse that hinders you from living the life you desire.

I am not saying that you need to settle for what you currently have, and I am not saying that you 
should not strive to accumulate wealth. But I am convinced that as long as you allow the fear of 
not having enough dominate your thoughts, you will not take the required actions to make sure 
you will have enough. You will be a victim of your own fears, and you will not be financially free. 

Why? Because unless you are willing to part with your 
money, take some risks with your money, trust sound 
advice, and begin to look at your money differently, your 
money will control you. You must learn to let your money 
work for you. This requires the understanding that money 
is simply a tool, a tool you can use to work on your behalf 
so you can begin to enjoy life. 

You can change your thinking by beginning to focus on 
the life you want to live, and no longer letting the fear of 
“not having enough” keep you from enjoying the life you 
already have. I will say it again: Begin to take control of 
your money instead of allowing money to have control of 
you! You start by spending your time wisely.

How Will You Spend Your Time?
We are continually trying to balance life between work, family, volunteer efforts, and pleasure. 
We all have the same amount of hours in a day, the same amount of days in a week, and the same 
number of weeks in a year. The one thing we do not have in common, however, is the number 
of years we have to live. 

Right where you are, you must decide how you are going to spend 
each hour, day, week, and year you have left. You must learn how 
to manage your life because you cannot manage time. Time will go 
forward no matter what you do. You cannot control it, stop it, add to 
it, or bank it. You cannot manage time. But you can learn to manage 
the ways you spend your time.  

The sad thing is, most people avoid spending their time planning 
their financial futures. Someone has accurately said, “Most people 
will spend more time planning a family vacation than planning their 
financial future.” It is true that a vacation may be more fun to plan, 

but the vacation and your future certainly will be more enjoyable if you have money to spend 
while you are there! 

How you spend your time planning your financial future starts with realizing that you are living 

Begin to take 
control of your 
money instead of 
allowing money 
to have control 
of you! You start 
by spending your 
time wisely.

One thing 
is certain: 
each day 
your future 
becomes 
shorter
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in an age of information overload and time starvation. Newspapers, radio, television, billboards, 
and the Internet constantly bombard you with information about the economy, world news, the 
stock market, and financial news. But you must ask: Who or what can you believe, and how will 
you find out, given the amount of time you have? 

One thing is certain: Each day your future becomes shorter. If you are not sure who or what 
to believe, the first thing you need to do is decide whether you are going to use the services of 
a professional financial advisor, or spend your time doing the work yourself. The best way to 
answer this question is to ask yourself some questions:
•	 Do I have the time or inclination to learn, research, and stay abreast of the changing 

information, tax laws, financial product updates, company mergers, and economic changes? 
•	 Am I willing to save a few dollars in fees and risk losing hundreds of dollars through wrong 

investments?”  
•	 Would I be comfortable using a self-help book or discounted service provider to do my own 

dental work or heart surgery?  

I understand that you may be well qualified to do some research, make wise 
investment decisions, and even to design your own financial plan, but if that is not true, keep in 
mind that you often allow other professionals to do the work that you are not qualified to do, 
do not have time to do, or do not want to do. Even in small things, like oil changes for your car, 
although it might be cheaper to do it yourself, that may not be the best way to spend your time. 
First, you have to remember that your time is limited. Then you must consider that you do not 
want the risk of doing it wrong, or even worse, getting hurt. 

Are You a Qualified Expert?
Most people would prefer to use “professionals” or “experts” for the areas where they do not 
have enough education or experience. The same should be true for your financial future. As is 
true when you hire professionals to take care of your health, or even your car, seeking advice 
from professionals to help secure your financial future can be critical. Trying to save a dollar and 
possibly losing everything because of believing bad information or lacking sufficient knowledge 
is just not worth the risk. Later in this book, we will address the process of choosing a financial 
advisor and the traits you should look for in a true professional. But first, let’s discuss what is 
important to you in the process of reaching your goals and finding financial freedom. 

Three Truths of Financial Planning 
Financial plans are great. They can help you achieve goals. But what most financial plans fail 

to address are your purposes for the financial plan, your financial 
goals. This exercise will help you adapt your financial plans to 
achieve and enjoy what is important to you, your own goals! So 
begin to explore, “What about money is important to you?”

We all recognize the importance of money. We work, agonize over 
our spending habits, and try to save for the future. We may say that 
money does not bring happiness, or that money is not everything. 

1. 
Simply saving 
money is not 
enough.
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However, I think most would agree that money can make life a little easier, and more enjoyable, 
compared with the lack of it. Let me share three truths I believe about financial planning: 

The First Truth About Financial Planning:
Simply Saving Money Is Not Enough.

It is much easier for most people to spend money than to save money. This is because, in the 
moment, we think that car, dress, or house we want to buy is more important than our savings 
plan. Thus, saving money is not high on the priority list.
 
Since this is true, you must change saving money from a planned action to an important value. 
How do you get the value of saving money to become a reality in your life? How do you raise 
the level of importance of saving money for the future above the level of importance of spending 
money now?  

Saving for the future must become more important than spending now. The only way for this 
to occur is to link the importance of saving for the future to a current value. So once again, you 
must ask yourself some questions: “What is important to you? What are your values? What 
helps support those values? 

You will find some of these same questions in Bill Bacharach’s book, Value Based Selling. He 
points out that each of us has different values, different priorities, and different goals. To help 
you establish what is most important about money to you, I want to take you through another 
exercise. In this exercise, you will apply some of the selling methods Bill Bacharach developed 
to your own life. This is how it works: Ask yourself “What about money is important to me?” 
Write your answer. Then ask the question again, putting your answer in the place of the word 
money. “What is important about (your prior answer) to me?” Now do this again and again and 
again until you feel you have reached the most important answer to this question. Your answer 
should directly relate to a value you hold. 

Let’s look at how this exercise might work:

Question:  What about money is important to me?
Answer:  Financial Freedom

Question:  Financial Freedom can mean many things, what is important about Financial 
Freedom to me?
Answer: Security

Question:  Security can mean different things to different people, what is most important about 
Security to me?
Answer:  Peace of Mind
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Question:  What is important about Peace of Mind to me?
Answer:  Independence and knowing I will not be a burden to my children and I can enjoy life 
without worry while leaving a legacy for them to follow.

Question: So, independence and not being a burden to my children is important to me, but what type 
of legacy is important to me that I would like to leave for them?
Answer:  The convictions that I have about my faith, the importance of helping others, and 
letting them know how much I loved them.

Question:  Then would it be fair to say, that what is really important to me is not money itself, 
but making sure that I develop a financial plan that will provide peace of mind that will assure 
that I will not be a financial burden to my children and that will allow me to enjoy life without 
worry? And because of that, I will be able to leave a legacy behind to them of the values I hold as 
important: faith, love, and belief in helping others. Will this include creating a personal private 
family foundation or leaving a gift to charity? Will this give me the freedom financially to spend 
time with them, expressing my love for them and for life?
Answer:  Yes, that is what I want.

This is how a simple action of saving money can be elevated to a value-related action of 
importance. Once you have associated the value with the action, you can begin to develop the 
action steps, such as saving instead of buying that car, to achieve your desired end goal. 

However, while reading the example questions and answers above clarifies the idea of expressing 
values, it will not help you express your own values. Unless you make this personal, you will not 
be able to change your way of thinking about money. On the following page, write down your 
answers until you can express your own values concerning money. Take out some notebook 
paper if it takes more space for you to thoroughly investigate your feelings about money.

Question:  What about money is important to me?

Answer:

Question:

Answer:
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Question:

Answer:

Now the planning begins, you can start to develop solutions to meet the needs. You are ready to 
go to the second truth of Financial Planning. 

The second truth of Financial Planning: 
Take the “IFs” out of your LIFE.
Recently, while I was sitting at a local restaurant, a friend walked in, and I asked, “How have 
you been? How is your family? How are your Mom and Dad?” I was genuinely interested. 
I liked her mother and father. Her father was always an inspiration to me. He worked hard 

and was committed to the community, yet he always made sure his wife 
and children were his first priority. He owned a local car wash and was 
an excellent mechanic. He often would speak of the future “retirement 
days” when he would be able to travel with his loving wife and enjoy 
doing things with the grand kids.  

Her expression changed, and she replied, “You must not have heard. My 
mother has been very ill for several years. She is now home-bound. After 
they sold the business, she developed a severe disease where the smallest 
of germs could put her life in jeopardy.  My dad has spent the last five 

years tending to her. Most of the time he just sits with her, making sure her needs are met. They 
can’t leave the house, or even enjoy the grand kids much anymore. She can’t have visitors unless 
they wear surgical masks and gowns. Mom and Dad are just living one day at a time.”

I was speechless. I had no idea and really did not know how to respond. The only thing I could 
think to say was, “I am so sorry. I am just overwhelmed.” 

I could not have imaged that their “retirement years” would be so shockingly difficult, so different 
from what her father had imagined.

I am sure you have stories you can share about loved ones, friends, co-workers, or neighbors 
whose plans did not turn out as they had dreamed. It is for this reason that you need to focus 
on living a quality life now and not wait until someday in the uncertain future. Proper financial 
planning can help you begin to enjoy life today by taking some of the “IFs” out of your own life. 
Start now. 

2.
Take the 
“IFs” out 
of your 
LIFE.
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Through my financial planning profession, I have the privilege of helping people plan their 
futures, helping them plan and live quality lives. I have found that, with some good questions, 
soul searching, excellent guidance, and a few strokes of a pen, you can design a plan that can 
assure security and confidence for your financial future. You can help protect against devastation 
from the uncertainties of life. 

Creating a solid financial plan will provide solutions for many of the “IFs” in your life. The key 
to having peace of mind about your life is to have a blueprint, a plan, a sense of direction, based 
on your own values.

What are the “IFs?” in your life?
•	 What “IF” I live a long time, will my money last?
•	 What “IF” I need cash for an emergency?  
•	 What “IF” I become sick, hurt, or disabled?
•	 What “IF” I need assisted living, long-term, or nursing home care?
•	 What “IF” I get divorced?
•	 What “IF” I die prematurely?
•	 What “IF”…? 

Write down your money fears. (List all of the fears you may have related to money.) 

Example:
 I fear living longer than my money will last.

 1.

 2.

 3.

 4.

 5.
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The third truth about Investing and Financial Planning:
You need a blueprint.
Just as a home builder begins to build a home from a floor plan, a picture, a design, a blueprint, 
you should begin to build your “financial house” with a floor plan, a picture, a design, a blueprint 
of what you want it to look like when it is done. If you take the time to develop your financial 
blueprint, you will know how you are going to reach your goals.   

Based on that blueprint, you need to take an inventory your assets, 
deciding what to keep, what to sell, and whether you need to reposition 
any of them. Examine your current portfolio. You may need to make 
adjustments or move some of the items around so you can build the 
financial house you desire. 

Blueprint for Your Financial House!

Every good home has a solid foundation. In financial planning, this begins with insurance. 
Insurance needs to be the foundation of your financial home because it provides security against 
the uncertain events in life. It is the only reliable way to protect against the three key questions: 
What IF I Live? What IF I linger? What IF I Leave? 

After the foundation is in place, you can begin to build the rooms of your financial house: short-
term savings, intermediate savings, and long-term savings. While building out the rooms you 
will also want to begin to build the roof of your financial house: investments. But first, you need 
a plan. 

3.
You need a 
blueprint.

Investments

Stocks – Bonds – Mutual Funds – Annuities

Short-Term
Savings

Emergencies
Vacations

Just-in-Case Fund

Long-Term
Savings

Retirement
Legacy

Second Home

Intermediate
Savings
College

Wedding
New Car

Insurance
Auto – Home – Life – Health – Long-Term Care – Disability
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Creating a Blueprint
Many people discuss the need to have a financial plan, but few develop a plan at all. If they do 
make a plan, they often create a plan that is so inflexible they cannot possibly adhere to it, so it 
is almost as bad as no plan at all. 

It is important to plan, however, and the plan is important. The unknowns cause stress. Recent 
research indicates that financial stress is a leading cause of marital divorce. Other reports indicate 
that financial stress leads to heart attacks, strokes, depression, or suicide. 

Some of the stress arises because people are more concerned than ever before about having 
enough money, not only enough money to reach retirement, but enough to last the rest of their 
lives. Sources of retirement income have changed, with fewer workers covered by traditional 
employer-provided pensions with lifetime benefits. Thus, retirement these days requires more 
planning than in previous generations.

In addition, advances in medicine have increased 
longevity. The reality is that many people could spend 
as many years in retirement as they spent working. 
That means they must figure out a way to save money 
and then make the money last longer than the years 
when they where saving it. 

As life expectancy expands, financial concerns 
multiply. The rising costs of health care, long-term 
care, inflation, and longevity amplify the need to develop a solid financial plan. I could present 
pages of statistical data on the demographics of the aging population, the impact the “Baby 
Boom Generation” will have on our economy, or the sad affairs of our government’s financial 
condition, but I will not take the space here because you and I do not have control over most 
of those things. 

However, you can control what you are going to do with the money you earn and the amount 
of that money you want to save. You have control of making a personal financial plan, and the 
rest will be what it will be.

What Is a Financial Plan?
As noted above, a financial plan is simply a blueprint. It amounts to a set of goals or a roadmap 
that gives directions on how to achieve those goals. It is not something you do one time and 
then never revisit or make changes. It is a work in progress, moving you ever closer, year-by-year, 
to your financial goals. Do not make the mistake of becoming lazy once you have made your 
financial plan. Many make this mistake, ironically believing that once a plan is created, it can 
be filed away, mentally forgotten, never mentioned, yet somehow will still achieve the desired 
result. A plan is of no value unless you implement, follow, monitor, and adjust it when necessary.

The reality is that 
many people could 
spend as many years 
in retirement as they 
spent working.
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Keep in mind that making, implementing, following, monitoring, and adjusting the financial 
part of your Life Quality Plan™ will be a long-range activity. Trying to correct years of bad 
financial habits in one month, or even one year, leads to frustration and will be self-destructive. 
Give yourself time to correct old habits. 

Developing a changed attitude is the first step in getting started and creating your financial 
plan. A good plan should guide you toward your financial goals, but also provide for recreation, 
personal enjoyment, and most importantly, the things in life that are important to you.  

Here are some basic guidelines to help you to begin to set up a solid financial plan. The first one 
will be familiar.

1. Plan with the end in mind.
2. Involve all family members in the planning process.
3. Focus on your goals, values, and dreams.
4. Do not make plans that are totally dependent on financial increases.
5. Learn to practice patience and moderation in every financial decision.
6. Avoid get rich quick schemes, no matter how tempting they are.
7. Be flexible, but do not change your plan just because somebody tells you something 

different.
8. Personalize your plan; do not settle for a “one fits all” plan.
9. Do not fail to plan, and do not plan to fail.
10. Never get involved in a financial situation that requires instant action.

Creating a Budget  
Let’s go back to the notion that most people will spend more time planning a family vacation 
than planning their own financial future. When people plan a vacation, they try to estimate 
how much money they have to spend on that trip. They determine what they want to do and 
sights they want to see; they shop for the best prices; and then they plan the route and choose 
the means of travel and lodging. They actually write down a budget, a mini financial plan for 
that trip. 

But, amazingly, when it comes to everyday life, few people take time to predetermine how 
they will spend their money. Each week they get a paycheck, and each week they spend their 
paycheck, usually with very little thought on how they are spending it. Are they getting the best 
prices on the items they are buying? Are they aware of what the “trip” will cost for the week, the 
month, the year? Have they planned for unexpected events along the way? And here is the most 
important question: Are they enjoying the trip?

To assist you in establishing the financial part of your Quality Life Plan™, your life journey to 
financial success, I would like to suggest that you design a budget, a spending plan. When I ask 
people if they have a budget, most will answer “yes.” If I ask if they have a “written budget,” most 
of will answer “no.” 
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A budget is a 
flexible spending 
plan that should 
allow you to 
control your 
spending and 
enjoy your life.

In other words, most people think they have a budget, or a blueprint for spending, but the reality 
is that most people do not. At best, they have what I call a “pay-check-to pay-check” spending 
plan. Often, those who have created a budget, and have even 
taken time to write it down, will follow it for a few weeks 
and then forget about it. 

Why do most people not have a budget? Why would they 
not follow one once they create it? The answer is simple: 
Because they make the budget too restrictive or complicated 
to follow. They forget that it is supposed to be a flexible 
spending plan that allows them to enjoy life. I will say it 
again. A budget is a flexible spending plan that should allow 
you to control your spending and enjoy your life. 

You can control some of your spending habits, but other 
things will be outside of your control. You cannot control things like the cost of a gallon of gas 
or the rising cost of healthcare. Yes, you can control your consumption of products, but not the 
actual cost. 

Therefore, you must understand that you can establish a spending plan, a budget, and be prepared 
to adjust it from time to time to accommodate your changing needs and the rising costs of some 
of the items you will need to purchase to survive.

What a Budget Looks Like
Let me give you the following suggested budget outline, and encourage you to design your own 
budget. There is no “one-size-fits-all,” budget. Depending on your age, needs, and priorities, some 
or all of these percentages may vary. Keep in mind that these are sample guideline percentages. 
You will be applying your budget percentages to your net income, the money you have left after 
paying taxes, not your gross income, then reviewing your budget on a regular basis and making 
the necessary adjustments as time goes on. As you begin to use your personal budget, you also 
will include more details.

Sample guideline percentages for basic budget categories:
Short-Term Savings 5%
Intermediate Savings 5%
Long-Term Savings 10% 
Insurance 10%
Housing 20%
Automobiles 10%
Food/Life Needs 25%
Debt obligations 5%
Charity 10%
Total 100%
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Staying accountable while being flexible – or being flexible while staying accountable
A budget simply helps you stay accountable. Keeping a monthly budget will help you see where 
you are spending, compared with where you plan to spend. As you go forward, you can adjust 
your budget in order to reach your financial goals. 

Remember, the key to a successful budget is not to allow the budget to control you, but to allow 
it to help guide you and keep you on track. Use it the same way the contractor uses that blueprint 
for building a house. Design it to help you stay focused, on track, and heading towards your 
ultimate goals, adjusting when necessary. The budget example provided is specifically allocating 
the after-tax take-home paycheck.

When you are planning the percentages in your budget, begin to line them up with your Eulogy, 
Core Values, Value Statement, Life Mission Statement, Personal Vision Statement, and Goals 
from Chapter 1. These are all parts of your Life Quality Plan™. 

Pay Yourself First 
I have placed the sample budget items in a particular order. Notice the order. I placed Savings 
first (we will address the different types of savings later). It is first because you need to pay 
yourself first. I repeat. You need to pay yourself first.

Let’s say a millionaire is standing on a street corner, handing out $100 dollar bills to everyone 
who passes by in the next 30 seconds. Where would you want to be in the line? First, so you get 
your share before time runs out, right?  

Well, remember the million dollars that will pass through your hands in your lifetime? You are 
the millionaire! You worked hard all week, and you are now in control of handing out the money 
to others, where should you be in the line? Of course you should be first, if you do not take care 
of yourself, who will? 

I placed insurance right after savings, because you are the money machine that produces the 
money every day. If you had a money machine in your home that printed out legal tender 
each day, would you protect and insure it against damage or loss? It only makes sense that you 
would likewise protect yourself with insurance against the potential that you may not be able 
to produce that income because of sickness, disability, or death. We will discuss the specifics 
of insurance in another section, but I want you to understand, to take the “IF” out of your life, 
insurance must be a priority in your financial plan.

I placed charity last in the budget. This does not mean that it is the least important, or that it 
should not be done. It is very important both in principle, and for your moral and emotional 
well-being. Charity should be part of your Quality Life Plan™, your financial plan, and your 
budget. However, it should not come at the expense of your needs. This becomes a very difficult 
balance. Do not allow others to make you feel guilty about giving. Make sure that you do not 
confuse your needs with your desires. 
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Charity is supposed to be given with a cheerful heart, and should be out of your abundance, not 
out of a debt you owe to someone else. Some of us were taught to give to charity first; then all 
of our needs would be met. I am not saying this principle is not true. However, we are obligated 
to pay our debtors as agreed before we give to charity.  

But you do not need to be debt free before you can give to charity. Understand the difference 
between paying what you owe or agreed to pay, and paying off the debt in full, before you give to 
charity. If you desire to give to charity, make sure that you are able to do it without guilt, without 
regret, without robbing someone you currently owe an obligation, and that you can give with a 
cheerful heart. That is the reason it is last in the budget list. 

If credit card debt is a part of your budget, you should make the percentage for debt obligations 
as large as you can possibly manage, making adjustments in your spending, which you will be 
reviewing in a later section. Some might suggest that you pay off the smallest card first; then 
apply that payment to the next card and the next, until you have no amount in this area, giving 
you more freedom in all of the other areas. Others might suggest you pay off the highest interest 
rate card first and follow the same method rolling the payments to the reaming cards as you pay 
them off.  Regardless of which one you choose, the goal is to get out of debt so you can enjoy 
life debt free.

The other items on your budget are your necessities, and the amounts should be in line with the 
amount of your paycheck. This goes back to the idea of not eating steak on a hamburger budget. 
If your budget only allows beans and rice, that is what you should be eating. The same principle 
goes for clothing, housing, and cars.

Budgets can be helpful in many ways. The same budget concepts that apply to your financial 
life also apply to your time. Conversely, it might be easier for you to establish a budget for your 
time first and use that experience to create your financial budget. If you work too many hours, 
you must be forgetting to set time aside to enjoy your life journey. If your current fiscal situation 
prohibits financial charity, you can instead budget some time to give to others, who may even 
appreciate that extra effort more than money. 

In any event, learn to use budgets to help create peace of mind and security that you are on track, 
or to feel more organized and in control of your life and finances. Using yet another part of your 
own Quality Life Plan™, the financial budget you begin to create on the following pages, you 
can begin to truly enjoy life.  
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Complete Your Own Simple Budget.
Keeping in mind that a budget is a flexible spending plan that allows you to control your 
spending and enjoy your life, use your own income, and break it into the following categories:

My Monthly Net Household Income $_____________

  Rec. % My % My Budget Allowance

 Short-Term Savings 5% _____% $___________________

 Intermediate Savings 5% _____% $___________________

 Long-Term Savings 10% _____% $___________________

 Insurance 10% _____% $___________________

 Housing 30% _____% $___________________

 Automobiles 15% _____% $___________________

 Groceries/Personal 5% _____% $___________________

 Recreational 5% _____% $___________________

 Debt Obligations 5% _____% $___________________

 Charity 10% _____% $___________________

 Totals 100% 100% $___________________
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Call to Action

•	 Financial freedom begins when you change the way you 
think.

•	 Money is nothing more than a vehicle that allows you to 
live the life you desire.

•	 Financial freedom is not about money, it is about 
overcoming your money fears.

 Three Simple Truths
•	 Simply saving money is not enough.
•	 Take the “IF” out of life.
•	 You need a plan.

Take the “IF” out of your Life
We end this chapter with another exercise that will help you with your Quality Life Plan™. 
In order to take the “IF” out of your own life, you need to know what the “IF” is. If you have 
done the exercises so far, you are starting to know yourself better. Earlier in this chapter, 
you wrote down your concerns, your “IFs” about money. Take the time to write down your 
concerns, your “IFs” about your life. Some of these may be the same concerns you have about 
money.

List the concerns you have about your life, your own IFs. 

Example:
  If I live a long time, will my money last? If I become sick, hurt, or 

disabled, how will I pay my bills? What if I died today?

 1.

 2.

 3.

 4.

 5.
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Chapter 3 
What IF I Live?

The question is: What IF I live? Have you planned for a long life? Will your assets last? Can you 
afford to live a long time?  

Most people want longevity, but based on their family history or current health, most people 
do not see themselves living beyond a certain age. However, your history and health no longer 
affect your future life expectancy the way they once did. Medical advances continue to improve 
longevity, and it is likely that you will live longer than your parents did. And, if you think people 
are living longer than expected now, ask yourself what will happen over the next decade as 
medical advances continue? 

At a recent conference, I heard that a person under age 40 today could realistically expect to 
live to age 100 or beyond. It is amazing to think that in just a few short years we could have a 
generation of people walking around this planet well beyond the age of 100. Although this is 
good, many have not properly planned for this durability.  

If you are reading this book, you stand a good chance of living into your 90’s, if not 100 and 
beyond. As you create your Quality Life Plan™, you will need to address some issues about your 
longevity. 

Consider not only your life expectancy, but also your future healthcare costs, which are bound to 
continue to escalate as time passes. Most people spend their working years trying to save money 
for so-called retirement, intending it to be a time for travel, relaxation, and fun, only to find 
that their health, or the health of a loved one, takes a turn for the worse, and those “retirement 
savings” are devoured by prescriptions and care, not travel and fun. Additionally, many “Baby 
Boomers” are taking care of aging parents, taking care of themselves, and even taking care of 
children and grandchildren at the same time. 

With these potential expenses in mind, do not make the mistake of becoming too conservative 
with your investment choices. You must consider longevity and the costs of healthcare as you 
balance your investments with your time horizon of need. The longer the time horizon, the more 
risk you must be willing to incur to achieve the performance that will keep you from outliving 
your money. 

If your time horizon is shorter, however, you may want to consider including other investment 
vehicles, such as annuities, in your investment portfolio. Annuities can be set up to create an 
income stream for life, assuring that you will not outlive your money. Some annuities will also 
provide enhanced death benefits or added protection against market risk. We will address 
annuities in more detail later when we discuss types of insurance and investments. 



36

Five Simple Reasons Most People Will Never Get Rich
Have you ever noticed that money seems to gravitate to some people? Everything they touch 
“turns to gold.” They have learned the millionaire’s secret of “making a habit of making money.” 
They live in such a way that making money becomes as natural and habitual as eating or sleeping.

In his book, The Five Rituals of Wealth, Todd Barnhardt wrote, “I’ve found one thing to be 
absolutely true of those who control vast wealth: they save, dream, plan, invest, and give in a 
never-ending cycle.” Millionaires do these things. However, we will start with a few caveats. 

Before we get into the details of your financial blueprint, 
and the things millionaires do, let me share with you the five 
things you must avoid if you want to gain wealth. We will 
start with what people do that millionaires don’t do.

Recently I was reading an article by Mike Litman and Jason 
Oman, who co-authored the number-one best-selling book, 
Conversations with Millionaires.  In the article, the authors 

listed five simple reasons most people will never get rich, based on interviews with more than 
forty self-made millionaires.  

1.  People Do Not Get Rich Because They Wait To Get Started.
Most people do not even want to wait for a hot meal at a restaurant, but they are willing to wait 
until “everything is perfect” before they start investing. The longer you wait to get started, the 
longer it will be before you get the money, success, and lifestyle you want. Begin to save and 
invest today, even if it is a tiny amount. Forming a habit of saving and investing is the key to 
getting rich. I will say it again: Start today, do not wait until you think you can afford it, or the 
market looks better, or your debt is completely paid off, or whatever other excuse people use not 
to invest today.

2.  People Do Not Get Rich Because They Are Financially Illiterate.
The cornerstone of all wealth is to understand the difference between assets and liabilities. Assets 
put money in your pocket. Liabilities take money out of your pocket. Most people think their 
home, car, and possessions are assets. The truth is that, in most cases, those things take money 
out of your pocket. They cost you money. They do not make you any money. By definition, then, 
these are liabilities. Your home can be an asset, but remember that real estate is just another 
investment. Just like stocks, bonds, or mutual funds, real estate can go down in a bad market. 
Learn to focus on assets, not on accumulation of liabilities. Take the time to learn all you can 
about financial investments and how they work, and find professional help.

3.   People Do Not Get Rich Because They Focus on Linear Income 
Instead of Passive Income.

You need to be making money while you sleep. Another well-known saying illustrates this 
point: “Make money with your money.” Linear income is what you get from a job. You work for 
an hour and get paid only one time for that one-hour’s work. Passive income is when you work 

Begin to save 
and invest today, 
even if it is a 
tiny amount.
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once and get paid again and again from work you are no longer doing. Investing in or creating 
true assets that provide passive income is your ticket to wealth.

4.   People Do Not Get Rich Because They Do Not Use Systems For 
Making Money.

All true assets are simply “systems” of one sort or another. Once you create or invest in a proven 
system for making money, there is no limit to the money you can make. A system for making 
money is anything (legal) that allows you to make money with your money without your own 
effort. 

Passive income is doing something once, like writing a book or a song, and having the work 
continue to pay income over time. A system for making money is establishing an income and 
then repeating it over and over. Having a money system allows you to stay focused on one area, 
minimizing the time you spend learning new ways to make money.  

An example of a money system is someone 
who has a passive income from a rental 
property, learns how to buy properties that 
would be good rentals, and then creates a 
system to buy and rent properties over and 
over. Other examples would the franchise 
stores that have appeared over the last 
several decades. They focus on a product 
area, establish systems for delivery of their 
product, and then repeat the process over and 
over across the country. One last example is simply investing in stocks, buying and selling based 
on a system, not on emotions. Money managers can do this for you, but you should ask about 
their “investment system” so you can be comfortable that they definitely have a system and are 
not just hoping the investment will make a return. 

The idea is to create a passive income opportunity and then establish a system so it can run on 
without your continued input. 

5.   People Do Not Get Rich Because They Are Not Persistent or  
Patient Enough.

To achieve your goal, finish the race, go to a higher level, you must leave the starting line and 
follow through to the finish. Most people create their own failures by not getting started, by not 
following through, or both. You must not only get started, but you must follow through. This 
sounds obvious, but a lack of perseverance still causes most of the failures. People give up, quit, 
pull out of investments too soon, and just simply do not have enough patience to allow their 
“system” to work.

A system for making 
money is anything (legal) 
that allows you to make 
money with your money 
without your own effort.
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What Millionaires Do That Others Don’t
– Eight Habits to Wealth

To reach your financial goals, you must begin to think differently. As you saw in an earlier 
chapter, you need to see the end first. You must begin to see yourself in a different light. Besides 
changing the things we just discussed, you must begin to do what millionaires do: They see the 
future, not just the present. 

To start this process, begin to acquire good habits that will help you move toward achieving 
financial success. The following simple, timeless, and unchanging habits come from the writings 
of successful millionaires and authors such as Peter Lowe, Todd Barnhardt, and Napoleon Hill. 

Eight Habits to Wealth 

1.  Spend less than you earn.  
Make the best use of the financial resources you already have. No 
matter what your salary, you should make it a habit to spend less 
than you earn. Everyone can reduce their expenditures without 
making a significant dent in their life-style. If you doubt this, 
I encourage you to take the 21-day challenge presented in the 
top selling books, Smart Women Finish Rich and Smart Couples 
Finish Rich by David Bach.   

To take the 21-day challenge, you will record every penny you spend for the next seven days. 
I have included some charts you may use, but use a notebook if you need more space for the 
details. Do not worry about what you spend, just record it. Then do not record anything the next 
seven days. The third week, again write down everything you spend. The fourth week, you take a 
break and do not record it. The fifth week you record everything you spend. This now completes 
the 21-day challenge. You will have a 21-day record of your spending habits and can now decide 
what items you could do without or change. If you do the challenge three times, you will have 
an even better record, which may also reflect some adjustments you are making.

Here is an example of one of my past spending habits. I spend a lot of time driving my car 
between meetings and appointments, and doing presentations. I have a habit of needing a drink 
next to me while I drive. In the past, this drink was a soda. I would drive up to the fast food 
drive through window and buy a soda, which would cost $1.50 or more. I found myself doing 
this four to six times a day, a cost of $6.00 - $9.00 per day. I decided I could reduce my cost by 
purchasing 12-packs of canned soda and keeping them behind the driver’s seat, allowing me to 
reach back and get one as needed. This reduced my cost down to about $3.00 per day. Then I 
decided that a 2-liter bottle would be even more cost effective, which lowered my cost to around 
$2.00 per day. By making this change, I was saving around $5.00 per day from a simple product 
purchase change. That meant I could save over $20 per week by changing one small spending 
habit. If I had started drinking water instead of soda, my savings could have been even greater, 
and I would have been saving some calories and enjoying some other health benefits, as well.

1.
Spend less 
than you earn.
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If you take the 21-day challenge, you will discover similar spending habits you may not even be 
aware you have, habits you can change. Think about the money most people spend on morning 
coffee, lunch out, drinks, and snacks. Not to mention the fast food on the way to work, soccer 
games, or dance classes. Then there are the late movie rental fees or over-due library fees you pay 
because you “just can’t get them back on time.”

Trust me, the 21-day challenge will expose your spending habits. Does this mean they are all 
“bad habits?” No, it simply allows you to evaluate how and where you are spending your money 
and gives you the opportunity to continue or change what you are doing. Because being wealthy 
means much more than financial holdings, you will have a chance to explore your time budget 
in a later chapter.
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21-Day Challenge #1

Record everything you spend for 21-days. (Do this entire exercise at least three times to 
get an accurate result.) Again, if you need more space, do not hesitate to take out notebook 
paper and draw your own columns.

Week 1: Record everything you spend.
Sunday Monday Tuesday Wednesday Thursday Friday Saturday

Week 2: Take a break. 
Week 3: Record everything you spend.

Sunday Monday Tuesday Wednesday Thursday Friday Saturday

Week 4: Take a break.
Week 5: Record everything you spend.

Sunday Monday Tuesday Wednesday Thursday Friday Saturday

Analyze your results/habits. Where could you decrease your spending?
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21-Day Challenge #2

Record everything you spend for 21-days.

Week 1: Record everything you spend.
Sunday Monday Tuesday Wednesday Thursday Friday Saturday

Week 2: Take a break. 
Week 3: Record everything you spend.

Sunday Monday Tuesday Wednesday Thursday Friday Saturday

Week 4: Take a break.
Week 5: Record everything you spend.

Sunday Monday Tuesday Wednesday Thursday Friday Saturday

Analyze your results/habits. Where could you decrease your spending?
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21-Day Challenge #3

Week 1: Record everything you spend.
Sunday Monday Tuesday Wednesday Thursday Friday Saturday

Week 2: Take a break. 
Week 3: Record everything you spend.

Sunday Monday Tuesday Wednesday Thursday Friday Saturday

Week 4: Take a break.
Week 5: Record everything you spend.

Sunday Monday Tuesday Wednesday Thursday Friday Saturday

Analyze your results/habits. Where could you decrease your spending?
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2.  Pay Yourself First.
Wealth is measured by how much you keep, not how much you make. Every time you receive a 
paycheck, set aside a portion to keep for yourself. How much you should keep, depends on the 
length of time you have to save and the risk you are willing to take on investing, but I suggest 
you begin with no less than 10% of your net income, if at all possible. 

Let’s go back to our question: If a millionaire is standing on the street corner, handing out one 
hundred dollar bills to everyone who passes by in the next 30 seconds, where would you like 

to be in the line? Would you like to be in the front, middle, or at the end 
of that line? In the front, right? The same question should apply to your 
income. You go to work every day to earn a paycheck. On payday, that 
stack of one hundred dollar bills goes out. The difference is you are the one 
handing them out. You are the millionaire, and you are giving money away 
to everyone else first: taxes, mortgage, utilities, etc. However, it only makes 
sense to pay yourself first. This means you need to develop a savings habit 
and do exactly that: pay yourself first.

3.  Invest Your Savings.
The third habit is to make your money work for you. Hoarding money will make you a miser, 
not a millionaire. The essence of investing is to allow your money to compound itself. Picking 
the right investments is important. But more 
important than timing the market is time in the 
market. The rare few may make a “right pick,” 
striking gold on the first shovel full, but most 
people who make money investing in the market 
do so because they invest over time, not because 
they had the right pick.

4.  Find Work You Love.
Most millionaires did not make their fortunes by get-rich schemes, investing in “right picks,” or 
running after huge but elusive profits. They found careers, or professions they loved and threw 

themselves into the work they adored. They viewed their work as a 
mission, they had a passion for what they did, they loved what they did 
every day, and wealth became the by-product.

You must love the work you do. You will spend too much time doing 
your job over the course of your life not to love what you do. If you 
ever describe your work as a job, a drudgery, a grind, or a chore, then 

consider making a change. This may require more education, taking a risk, or moving to a new 
location, getting out of your comfort zone. But it would be a tragedy to spend years of your life 
hating what you do every day. 

2.
Pay 
yourself 
first.

3.
Invest in your savings.

4.
Find work 
you love.
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5.  Set A Goal or Goals.
The failure to set goals is the surest route to financial failure. Without a doubt, the refusal to set 
clear, specific goals is the most common trait of the bankrupt and broke. According to one study, 
more than 95% of the people who consider themselves financial failures lack a financial plan. 
You need to make a plan, have a vision, and set goals.

I have found three reasons people fail financially. They fail to dream, 
they fail to plan, and they fail to act. These equal no vision, no direction, 
and procrastination. A financial planner or a mentor can help you 
discover a vision or dream, they can help you design a plan, and they 
can give you direction. But only you can take action. 

Get a vision, a dream, set a goal, and then go after it. I will repeat what you read in an earlier 
chapter: Use wisdom in sharing your dreams with others. Be careful not to share them with 
those anacondas in your life. With words of doubt or skepticism, they can crush and squeeze 
your dreams right out of you. 

6.  Avoid Shady Schemes.
The old adage, “If it sounds too good to be true, it probably is,” has a lot of truth to it. The 
quickest way to destroy your fortune and reputation is to engage in unwise or unethical deals 
and practices. Make sure that what you are investing in is legal, honest and has integrity. Here 
are a few tips to help you avoid possible scams when investing your money.

•	 Never make a check payable to the advisor for an investment.
•	 Never invest in an investment that is controlled by the advisor.
•	 Never invest in non-liquid investments, (stocks, bonds, mutual 

funds, CD’s and annuities are all liquid types of investments, 
even if they have waiting periods or penalties for early 
withdraws).  

•	 Understand what you are investing in.
•	 If it sounds too good to be true, be aware that it probably is. Make sure you check it out 

thoroughly before investing, or have a financial advisor or attorney you trust research it for you.

There are many fine investments and legal ways to make a good return on your money. Do 
not make the mistake of chasing after the so-called “get rich quick” methods. They may make 
someone rich, but probably not you.

Robert Ringer cautions in his book, Million Dollar Habits, “Instead of possessing money, what 
happens when an individual’s goal is money, is that he becomes possessed by money. Instead 
of keeping money in perspective, it becomes an obsession.” Peter Lowe writes, “Money is a 
wonderful servant, but a terrible master.”  Keep the right perspective when setting your goals! 

5.
Set a goal 
or goals.

6.
Avoid shady 
schemes.
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7.  Invest in Yourself.
Investing in yourself can bring high yields, is invulnerable to inflation, impervious to recession, 
and totally unaffected by economics or the stock market. Invest in yourself through education. 
The return on this one investment can be far more than any other investment you make. Make it 

a habit to learn. Henry Ford stated, “If money is hope for independence, 
you will never have it. The only real security that a man can have is a 
reserve of knowledge, experience, and ability.” Peter Lowe said, “To earn 
more, you need to learn more. Wisdom, expertise, and abilities are yours 
to keep forever, material possessions, stocks and bonds can all be stolen, 
lost, or destroyed.”

Investing in yourself will give you the confidence and knowledge you need to invest in material 
things. With wisdom and knowledge, you will be in control, you will make good decisions, and 
you will increase your odds of reaching your financial goals.

8.  Develop Your Plan.
Having a plan, that blueprint we discussed before, or a roadmap, allows 
you to know where you are going and how you are going to get there, 
your Quality Life Plan™. The helpfulness of a roadmap is that you 
often have several choices of roads you can take to get from where you 
are to your desired destination. Some routes will provide direct, short, 
fast results and others may be indirect, scenic, longer, and a bit slower. 
In either case, you can eventually get to the same end destination.

Although the result may be the same, the roadmap allows you to check to make sure you did 
not get on the wrong road and completely miss your desired result. It would be terrible to spend 
your life climbing the ladder of success, finally getting to the top only to find out that your 
ladder was leaning against the wrong building. 

What is the financial roadmap you need to use? The roadmap is a financial plan that will help 
you maintain your course. An important step in designing your financial plan is to make sure you 
budget your resources, figure out what your financial trip of life will cost, and then be disciplined 
enough to stay on track. With some measure of help from a qualified financial advisor, you chart 
your course, design your plan, and review your plan each year to make sure you are on track to 
reach your desired financial goals and destination.

List Your Financial Goals:
It is time to start taking action now. Start by making a list of your financial goals. Divide them 
into short-term, intermediate-term, and long-term goals. Once you have done that, you can begin 
to determine the investments you are going to use for each of your “goal buckets.” You may have 
several types of investments in each bucket. We will discuss those options in later chapters. 

7.
Invest in 
yourself.

8.
Develop 
your plan.
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Examples:
  Purchase a car, get braces for a child, pay for college for yourself or a 

child, remodel a room in your home, travel abroad, build a vacation 
or retirement home, sail around the world, set up a research lab for 
an invention, or add an art studio, buy a better home entertainment 
system, leave behind a foundation to support a homeless shelter or a 
library, build a new wing at your church. The sky is the limit. It is 
your list! 

List your own short-term goals:

1. ______________________________________________ $______________

2. ______________________________________________ $_____________ _

3. ______________________________________________ $_____________  _

4. ______________________________________________ $______________

5. ______________________________________________ $______________

List your own intermediate goals:

1. ______________________________________________ $______________

2. ______________________________________________ $______________

3. ______________________________________________ $______________

4. ______________________________________________ $______________

5. ______________________________________________ $______________

List your own long-term goals:

1. ______________________________________________ $______________

2. ______________________________________________ $______________

3. ______________________________________________ $______________

4. ______________________________________________ $______________

5. ______________________________________________ $______________
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Making Your Roadmap to Life

What Does Your Roadmap Look Like?

RETIREMENT

LEGACY

HEALTH

CARE

COLLEGE
401K

NEWHOME

VACATIONS

WEDDING

NEW
CAR
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Call to Action

•	 Longevity is what most of us desire.
•	 Plan for it.
•	 Begin with the end in mind, but start with the present and 

build toward the future.

 Eight habits to wealth:
1. Spend less than you earn.
2. Pay yourself first.
3. Invest your savings.
4. Find work you love.
5. Set a goal.
6. Avoid shady schemes.
7. Invest in yourself.
8. Develop your plan.

  With all of these in mind, in the next chapter, you will begin to 
build the financial house of your Quality Life Plan™. 
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Chapter 4
Building Your Financial House

Go back to your blueprint, your financial goals and budget, and review the plan. Then make sure 
you are committed to following the plan. You must be willing to follow your plan so you can 
make sure you finish your life as you desired. In building your financial home, follow this order: 
Blueprint, Foundation, Rooms, and Roof.  

Start with the Foundation – Insurance
The first step in building a proper financial plan is making sure you have a solid foundation. 
Without a solid foundation on a structure, you risk losing the entire structure. This is also true 
of your financial house. The foundation is critical. A solid foundation stabilizes the house. The 
foundation of your financial house is insurance. 

What is Insurance? The simplest definition of insurance is: the transfer of risk to another. In 
this transfer, you are surrendering a portion of your current resources to offset a future potential 
loss. What is risk? Simply put, risk is uncertainty concerning loss. You are paying a premium to 
transfer your risk (uncertainty) to the insurance company, so that at the time of need (a loss), the 
insurance company will provide the resources you need. You may recognize this diagram from 
an earlier chapter.

Your Financial House – The Foundation

Investments

Stocks – Bonds – Mutual Funds – Annuities

Short-Term
Savings

Emergencies
Vacations

Just-in-Case Fund

Long-Term
Savings

Retirement
Legacy

Second Home

Intermediate
Savings
College

Wedding
New Car

Insurance
Auto – Home – Life – Health – Long-Term Care – Disability
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There are many types of insurance (e.g., life, health, disability, dental, long-term care, auto, 
home, and others) to suit your needs. Your personal combination of insurance products will 
make up the foundation of your financial house in your Quality Life Plan™.  

Most people understand the need for insurance. In fact, most people want the peace of mind 
that goes with insurance. They just do not like paying for insurance. But, if you have ever had an 
auto accident, you were probably glad you had auto insurance. If you have lost a loved one, you 
may have realized the importance of life insurance. If you ever had storm or fire damage to your 
home, you understood why homeowners insurance is a good thing. If you have ever had a serious 
illness or surgery, you most certainly know the value of good health insurance. So, it is not that 
anyone dislikes insurance, in fact we love having the benefits that insurance can provide. It is the 
cost, and sometimes a lack of understanding, that can cause the distaste.

However, even with a reasonable understanding of how 
insurance works and the value of having insurance (or the 
risk of not having insurance), most people are uninsured or 
underinsured against many of the probable risks they face in 
life. 

Let’s face the facts: The odds of losing your house in a flood, 
unless you live in a flood zone are fairly small. The odds of 
losing your home to a fire, hail, or a tornado are equally small. The odds of totaling your car 
are greater than losing your home but still are relatively small. The odds of you finding yourself 
disabled before you reach age 65 are greater that the odds of totaling your car. The odds of your 
needing long-term care before you die are around 50%. And the odds of your dying, I think, are 
still about 100%! 

Even acknowledging the certainty of death, most people own auto insurance, homeowners 
insurance, flood insurance, health insurance, and even long-term care insurance before they 
even consider purchasing adequate life insurance. Let’s try a few more questions.
•	 Does it make sense to build your financial plan on a solid foundation? ______
•	 Does it make sense that the foundation of your financial home must protect you and your 

loved ones against the risks of loss? ______
•	 Does it make sense to protect both your assets and your income? ______

If you answered yes to these questions, you should agree that insurance is the foundation to 
building a solid financial house, and more importantly to building a solid Quality Life Plan™. I 
am not going attempt to address all of the types of insurance in this book. You should meet with 
a professional insurance agent who can give you advice based on your personal needs. What I will 
say is that in the foundation of your financial house you should, at a minimum, discuss the need for 
life insurance, health insurance, disability insurance, long-term care insurance, dental insurance, 
personal liability insurance, auto insurance, home insurance, and if you are a business owner, or you 
do any business from your home, business insurance with a professional insurance advisor. 

And the odds 
of your dying, I 
think, are still 
about 100%!
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We will address some of these insurance choices in more detail later. For now, I am trying to help 
you understand that a foundation of proper insurance coverage protects your assets and income, 
including your earning potential, and provides the security you need for the uncertainty of life’s 
events, and the certainty of your life eventually ending. 

Write your own insurance coverage plan:

Current insurance coverage:

 1.

 2.

 3.

 4.

 5.

Coverage you should consider adding or revising:

 1.

 2.

 3.

 4.

 5.

Contact a professional insurance agent, one with some professional designation alphabet 
following the name (see appendix), to discuss your needs. Write your new list here:

 1.

 2.

 3.

 4.

 5.
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Building out the Rooms – Savings  

Once you have laid the foundation of insurance in your financial house, you should design and 
begin to build out the rooms: short-term savings, intermediate savings, and long-term savings. 
You can also begin to construct the roof, which is the investment portion of your financial plan. 
I believe investments should be the roof because investments involve a certain amount of risk. 
If you lose the roof of your financial house due to unforeseen events, like a market downturn, 
you can always re-roof.  

Your Financial House – The Rooms

The rooms in your house may also include some investment vehicles, but the rooms, your 
savings, have a very specific purpose. You should design them more carefully and monitor them 
more closely. You will be living in these “rooms” every day, so you want to make sure you build 
the money in these rooms properly, according to your own blueprint. 

Most homebuilders secure the foundation of a home, then frame out the rooms and add the 
roof before they finish the interior walls. You want to take the same approach in building your 
financial house. 

In the last section, you secured the foundation by making sure you have adequate insurance 
coverage in place to protect your assets and income earning potential. It provides security for the 
first two IFs. What if I leave? What if I linger? Now you will be addressing another IF, “What if 
I live?” Begin to construct the framework of your interior rooms, and in the next section, you will 
begin to invest (put on the roof of your financial house) as you continue to work on the details 
of the financial part of your Quality Life Plan™. 

Investments

Stocks – Bonds – Mutual Funds – Annuities

Short-Term
Savings

Emergencies
Vacations

Just-in-Case Fund

Long-Term
Savings

Retirement
Legacy

Second Home

Intermediate
Savings
College

Wedding
New Car

Insurance
Auto – Home – Life – Health – Long-Term Care – Disability
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Save First, Then Invest
Just like your home, the rooms of your financial house are the living areas. Again, there are three 
rooms in your financial house: short-term, intermediate, and long-term savings. Short-term 
savings is money you will need to access in the event of an emergency or you plan to use within 
the next three years. Intermediate savings is money you plan to use over the next three to ten 
years. Long-term savings is money you do not plan to use for at least ten years. These savings will 
track with the goals, dreams, and investments you have established for these same timeframes.

Short-Term Savings
Often financial planners suggest that a person should have at least three to six months of 
monthly expenses in a short-term emergency account. You also may have several short-term 
goals, the things you plan to do within the next 
three years: buying a new car, going on a family 
vacation, building a deck. Break up your short-
term investments according to the timing when 
you think you will need them. 

The mistake most investors make, however, is 
being overly conservative with this short-term 
money. Having an emergency fund reserve 
account does not mean you must keep it in a 
bank, checking account, or cookie jar. Invest it. 
Where you invest these short-term funds should be a little more conservative than your long-
term investments, but go ahead and invest. 

Your first goal is to save your short-term money as quickly as possible. Then, when you invest 
the accumulated funds, invest in something that will grow with interest, but invest in something 
you can easily convert into cash on short notice. This should also be an investment that has 
no penalties or charges for that access. If charges do apply, you could use a credit card in 
an emergency, but only to allow time to access these funds. That may allow you to be more 
aggressive with your investment. If not, your short-term funds should be held as cash, or in a 
simple savings account.  

How much you need to start this fund depends on what you can afford. To figure out the right 
amount to keep in your short-term account, I suggest that you first do a financial inventory. 
If you have developed your spending plan, a budget, you should know where you currently 
spend your money, and how much you have left each month. Your budget should allow you to 
determine your actual needs each month. 

This total is the amount of money you would need to meet your personal monthly obligations 
for at least three months, plus the financial needs you will have over the next three years. This 
total should be the savings goal for your short-term savings. 

Remember this is a plan, and plans can and will change. They should change. Make your best 
guess; then you can adjust as needed. For some or all of your short-term savings, you can invest 

Short-term savings is 
money you will need to 
access in the event of 
an emergency or plan 
to use within the next 
three years.
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the money you will not need until the event occurs, but because these are short-term and 
emergency funds, liquidity is a key. 

Mutual funds have liquidity, but the market may be down at a time you need the money, so use 
caution. Balanced funds (a combination of common stock, preferred stock, bonds, and short-
term bonds that provides both income and capital appreciation while avoiding excessive risk), 
bond funds, money market funds, fixed accounts and possibly even certificates of deposit (CDs) 
could be used for this account. You will have a better idea of the amount for your short-term 
account after you complete the following exercise. 

Your Short-Term Account

Add up your own monthly obligations:
 Mortgage/Rent:  $_____________

 Utilities:  $_____________

 Car Payment(s):  $_____________

 Other Debt:  $_____________

 Other Expenses (Groceries, Dry Cleaning, etc.): $_____________

 Total $_____________

Take your own monthly obligations times three months, at least.

 Monthly needs $____________          x          3         = $_____________ 

List the additional needs you will face over the next three years: 
  Examples:
  Will you need a new car, or car repairs? Will you need to pay for education? Will you 

be spending money on a graduation, a wedding, or a vacation? What if you have an 
accident or illness? 

List your own additional short-term needs. (One to three years from today)

 1. $

 2. $

 3. $

 4. $

 5. $

Total Short-Term Account: 3 Months + Short-Term Needs $_____________
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Intermediate Savings
Intermediate savings accounts typically hold funds 
you expect to need in three to ten years. Since the time 
horizon for the need is a little longer than that of your 
short-term savings, you can afford to be slightly more 
aggressive in investing this intermediate “bucket of 
money.” I am not suggesting speculative stocks, but 
you certainly may want to consider large company 
stocks, mutual funds, growth funds, or even some 
forms of real estate. This money does not need to be immediately liquid. However, you need 
to make sure that you do put it in an investment that will allow for liquidity at the time you 
anticipate the need. Determine the amount your intermediate account should be by completing 
the following:

Your Intermediate Account

List your own intermediate savings needs. (Three to ten years from today)

 1. $

 2. $

 3. $

 4. $

 5. $

Total Intermediate Account $_____________

Intermediate savings 
is money you plan 
to use over the next 
three to ten years.
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Long-Term Savings 
Long-term savings will be for goals that are typically 
ten or more years in your future. Long-term goals 
would include such things as college or a wedding, 
buying a vacation home, and the most common, 
financial independence or retirement. Some people 
work to retire, others work to enjoy life. Some will 
never stop working because they love what they do. 
But almost everyone I meet wants to reach a point in 
life where he or she is financially independent. This would mean reaching a point in life where 
accumulating money or wealth is no longer the primary focus, a point in life when spending the 
accumulated wealth takes precedence over saving it.  

 When saving long-term money, you should consider tax advantage investment vehicles 
such as pension plans, IRAs, annuities, and other types of long-term money accumulation 
vehicles. We will cover the details about these types of accounts in a later chapter. For now, to 
get a better idea of the amount for your long-term account complete the following:

Your Long-Term Account

List your own long-term savings needs. (Ten years or longer from today)

 1. $

 2. $

 3. $

 4. $

 5. $

Total Long-Term Account $_____________

Long-term savings is 
money that you do 
not plan to use for 
at least ten years.
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Add the Roof – Investments

The roof of your financial house will be the protective covering, the investments that will be in 
place for your retirement, long-term care, or other needs as you live your life. 

Your Financial House – The Roof

How Much Money Do I Need to Start Investing? 
In reality, there is almost no such thing as not having enough money to invest. Everyone needs 
to be saving something. You are the only one who can answer the question of “How much 
money do I need to invest?” You must decide.
1. How much do you want?
2. When you want it in the future?
3. How much can you afford to save or invest?

The first two questions go together: “How much do you want, and when do you want it?” To 
start to determine this, I suggest you use today’s purchase power of a dollar. In other words, 
decide how much you would want today if today were the day you wanted to enjoy financial 
independence. If you decide that, then you can project what that amount will be at some point 
in the future.  

The third question is probably more important than the first two: “How much can you afford to 
save or invest?” Most people have limited resources from which to draw their investment money. 
They make a certain amount of money per year, spend a certain amount of money per year to live, 
and thus have only a certain amount of money left to invest. Some people may say, “I cannot afford 
to invest.” I understand how they feel, but I must suggest that you cannot afford not to invest.

Investments

Stocks – Bonds – Mutual Funds – Annuities

Short-Term
Savings

Emergencies
Vacations

Just-in-Case Fund

Long-Term
Savings

Retirement
Legacy

Second Home

Intermediate
Savings
College

Wedding
New Car

Insurance
Auto – Home – Life – Health – Long-Term Care – Disability
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The secret to financial wealth is really very simple. Only three principles apply to help you 
achieve financial savings long term:
1. Invest Something
2. Invest Consistently
3. Start Today

If you apply these three principles, it is a no-brainer to say that 
you will be financially ahead of those who do not do this.

Even if you invest a small amount, it will help get you started 
with a savings habit. The key to getting ahead financially is to 
start now, even if it is a small amount, and invest each month! 
Long-term savings works if you stay consistent. So what is the 
secret? Be Consistent, Be Consistent, and Be Consistent! 

For those of who must have a number, let me give you a simple mathematical formula to help 
you get started. This is not an exact science, but it will give you an idea what you should be saving 
now to reach a future financial goal.

Compute your investment needs:
Determine your own annual income need.
What is the annual income need in retirement in today’s dollars? Some experts say you will need 
about 70% of current income in retirement. Subtract your annual pension off the annual income 
need. Subtract your estimated annual social security income – use zero if you are not sure what 
that amount will be. 

Annual income @ 70% of current income:  $________________

Minus pension:  $________________

Minus annual Social Security income: $________________

Your estimated annual income need: $________________

How much annual income do you want in the future? $________________

How many years until you want that amount? $________________

What rate of return do you expect to average? $________________%

The key to 
getting ahead 
financially is 
to start now, 
even if it is a 
small amount, 
and invest 
each month!
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Determine your own monthly investment requirement: 
Investment Formula:
Annual income need  ÷  Annual withdraw rate (suggest 5% average)  ÷  {Number of years to first 
withdraw  x  Assumed investment rate of return}  +1=  Total needed  ÷  Number of years to first 
withdraw  ÷ 12  =  Monthly amount you should be investing now.

Example:
$100,000 (Annual income need in today’s dollars)
÷  5% (Annual withdraw rate)
=  $2,000,000
÷  {30 (Years before need)
x  6% (Estimated investment average rate of return)}
+  1
=  $714,285 (Total need)
÷  30 (Years before need)
=  $23,810
÷  12
=  $1,985 (Amount you should be investing monthly today).

Again: 
$100,000  ÷  .05  =  $2,000,000  ÷  (30 x .06  =  1.8  +  1  =  2.8)  =  714,285  ÷  30  =  $23,810  
÷  12  =  $1,985 per month in savings.*
*This formula does not take inflation into consideration, but it gives a rough estimate of what you should be saving each 
month to get on track.

Figure the monthly amount you should be investing now:

Annual income required $_______________
÷  Annual withdraw rate (suggest at least 5% average) ____%
÷  {Number of years to first withdraw  ____  x  Assumed investment rate of return ____}
+  1  =  Total needed $_______________
÷  Number of years to first withdraw _____
÷  12  =  Monthly amount you should be investing now $_______________
*This does not consider any inflation rate.

Two simple rules can help you determine how much money you will have or need in 
some point in the future: the “Rule of 72” and the “Rule of 115.” 
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The Rule of 72 
The Rule of 72 is a mathematical rule that helps you estimate approximately how many years it 
will take for an investment to double in value at a specific rate of return.  
The way it works is that you take the interest rate you expect to receive and divide it into the 
number 72 and this will be the number of years it will take at that interest rate for your money 
to double. For example if you expect to get a 10% rate of return on your money, then every 7.2 
years your investment will double: (72 ÷ 10 = 7.2).  

The Rule of 115
The Rule of 115 is a similar rule that allows you to estimate how long it will take an investment 
to triple. Similarly, you take the interest rate you expect to receive and divide it into the number 
115. So, at 10% rate of return, your investment would triple every 11.5 years. These two simple 
rules will help you estimate what you need to invest and what rate of return you need to strive 
to reach your financial goals. 

These same two rules can help you estimate what your costs or need will be in the future. For 
example if a meal at a fast food restaurant costs $5.00 today then using an average inflation rate 
of 5%, that same meal will cost about $10.00 in 14.4 years. 

How do I arrive at that number? Simply: 72 ÷ 5 = 14.4. Thus, using the Rule of 72, we know 
that every 14.4 years the $5.00 meal will double. And if we do the same with the rule of 115, we 
know that it will triple every 23 years (115 ÷ 5 = 23).  

Now, let’s assume that you need $60,000 net income to enjoy your current life style today. 
Then, using the same 5% average inflation rate going forward, in 14.4 years you will need a new 
income of $120,000 to have the same purchasing power you enjoy today, and in 23 years you 
will need $180,000.  

How much do you need to save? It all depends on how much you need at some future point, 
what the rate of return you will average on your investment, and what the inflation rate or cost 
of living rate will be going forward. In short, several variables are out of your control. The best 
thing to do is to begin to save today, continue to save and invest, and be wise in your investment 
options. If you design a plan and put an investment roof on your financial house, you can track 
and measure your progress. This will allow you to make the proper adjustments along the way, 
your Quality Life Plan™ in action.
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Example: Rules of 72 & 115
These two rules are mathematical equations that help estimate future values of money.

Here is how they work:

Rule of 72: Divide 72 by the rate of return on your investment to find how many years it will 
take to double your investment.

Rule of 115: Divide 115 by the rate of return on your investment to find how many years it will 
take to triple your investment.

Rate of 
Return

1% 2% 3% 4% 5% 6% 7% 8% 8% 10%

Years to 
Double

72 36 24 18 14.4 12 10.3 9 8 7.2

Years to 
Triple

115 57.5 38.3 28.8 23 19.2 16.4 14.4 12.8 11.5

* This is a simple table for demonstration, and it should only be used to get an estimate of timeframes. It is not intended to be a 
financial planning tool.

In the next chapter, we will discuss retirement savings instruments.
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Call to Action

•	 Everyone needs to save, but just saving money is not enough.
•	 How much do you need to invest?
•	 Know your timeframe and risk tolerance.
•	 Know your investments.
•	 Watch your investments. It is your money.
•	 Review your investments.
•	 Review your annuity contracts, including the ownership 

and the beneficiary designations.
•	 Do not let unmanaged money sit idle.
•	 If you leave an employer, take your money and move it to a 

private IRA account.
•	 Do not assume someone else is looking out for your financial 

future, even a financial professional.
•	 Remember it is your money, and it is your future.
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Chapter 5
Retirement Savings

There are numerous types of retirement savings plans and so-called pension plans, many of which 
are very complex. Thus, you are not alone if you do not really understand the retirement savings 
plan you are in. You may simply know it is a 401k, 403b, or 457 plan, Deferred Compensation, 
Pension Profit Sharing, or some other code name used to describe the type of plan.

This is not the place for an explanation of every type of pension plan you may encounter. 
However, I do think it will help you to know about a few of the basic nuts and bolts of most 
pension savings plans. 

Retirement Plan Fundamentals
1.  Pre-tax contributions 
The first fundamental is that most plans allow you to contribute earned income on a pre-tax 
(before tax) basis. This reduces your current income taxes, but keep in mind that you are simply 
deferring the taxation on this money, not avoiding it. You will pay tax on this money when you 
withdraw it, but until then you are saving the taxes at your current income tax rate which could 
be higher than your income tax rate when you withdraw the money, the earnings on your money 
does compound, and your money grows on a tax-deferred basis. This typically is a good thing.

2.  Employer contributions
Some plans allow for employer contributions, as well as employee contributions. Some 
employers choose to make a flat contribution on behalf of the employees; perhaps dividing up 
profits (profit sharing) by varying percentages among the employees. Others choose to match 
employee contributions. Either option allows the money to go into the plan before taxes with 
tax-deferred growth. 

3.  Vesting
To understand the amount of money in your account that is available at a given time, you need 
to understand that the money contributed by the employer may be subject to a “vesting clause.” 
This means that your employer contributes the money to your retirement plan account for your 
future retirement needs, and it will show up in your account and on your statements, but it is not 
actually available to you until you have met certain criteria, a process known as vesting. 

These requirements are typically some length of service or employment. For example, the 
employer may contribute money to your 401k account on your behalf, but the company’s vesting 
clause states you are only entitled to a percentage of the contribution, which increases each year of 
employment until it reaches 100%. After you have satisfied the length of employment required, 
you will be “fully vested” and entitled to the full amount of the employer’s contribution. When 
you look at your account statement, recognize the amount that is truly yours at that moment: 
your contributions plus the amount that will be yours as you meet the vesting requirements.
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General Investing – Six Mistakes to Avoid
1.  Trying to Time Investments with the Market. 
Even veteran financial professionals cannot consistently time the market. Choose investments 
based on long-term goals and then contribute regularly, allowing your investments to work for 
you over time.

2.  Being Too Conservative. 
If you have 10 or more years before your retirement, consider including stocks or aggressive 
growth investments as some portion of your portfolio.

3.  Being Too Aggressive. 
If you have five years or less before your retirement, watch your portfolio closely. The more 
volatile markets can change quickly, and you may want to move some of your portfolio to cash 
equivalents or safer money market investments.

4.  Owning Too Much of Your Own Company’s Stock.  
Working at a company does not necessarily mean you need to own its stock. Treat your own 
company stock the same way you would any other company’s stock. A general rule is not to hold 
more than 10-20% of any one company’s stock in your portfolio.

5.  Neglecting to Rebalance. 
Rebalancing means that you decide what percentage of your money you want in each investment 
category (e.g., stocks, bonds, and cash-like investments) according to your age, time horizon, 
and risk tolerance. Then, on a certain stipulated timing, perhaps yearly or twice a year, you 
automatically reestablish those percentages.

6.  Failing To Use A Safety Net. 
Consider the potential safety net effect of investments tied to the S&P 500, or another indexed 
fund, for a portion of your portfolio. When you are not watching the market daily or even 
weekly to make the proper moves, this type of investment will allow you to participate in general 
market trends vs. market sector trends or individual stocks. Although you should invest for the 
long run, you should not ignore these investments, as the S&P 500 index also shifts up and 
down, sometimes dramatically, and there may be times that you should not invest in it either.
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401(k) Investments – Three Mistakes to Avoid
If you are one of the many Americans who plan to use a 401k to help you reach your financial 
goals for retirement, you will want to avoid a few additional mistakes.

1.   Failing to Contribute Enough to Receive a 
Maximum Employer Match. 

No matter what, do not fail to receive your employer’s matching 
contribution! Furthermore, make sure you contribute enough 
to receive your employer’s maximum match! This is free money, 
which provides an immediate, risk-free, tax-deferred return. 

2.  Borrowing From Your 401K. 
If you need money and borrow from your retirement plan (not 
all plans allow you to do this), understand that, besides creating 
a tax concern, you also are affecting your long-term savings 
plans. Only consider using these funds after you have exhausted 
all other options. This is not a line of credit or a bucket of money you should use to take a trip 
or remodel your home. Borrowing money from your 401k for immediate needs jeopardizes your 
financial future. It remodels your financial house in a negative way.

3.  Cashing Out Your Account After a Job Change. 
These plans typically allow pre-tax contributions to encourage investment. To discourage 
employees from cashing out their savings plans when they change jobs, the IRS imposes a 
penalty for early withdrawal of the funds from the account. Although some exceptions allow 
withdrawal of funds without an IRS penalty, the general rule is that you will pay the taxes 
plus a 10% penalty if you take your money out prior to age 59 1/2.  Instead of cashing out, roll 
your funds over to an Individual Retirement Account (IRA). This allows you to keep your tax-
advantage, and your money stays invested. 

If you leave employment and have a pension plan, 401k, 403b, or some other type of retirement 
vehicle, you typically have the right to leave the money in that plan, or you may roll or transfer 
the money to a new employer’s plan or to a private IRA. Usually, the best option is to move the 
money from the employer that you are leaving into a private IRA, which you control, or into an 
annuity. There are some unique situations, where it makes sense to leave it with the old employer 
(e.g., you own private stock, or stock options are part of the plan, and you want to keep these 
options), but moving the money usually makes the most sense.

Since you are likely to change careers and employers several times over the course of your 
working career, let’s discuss two of the most common places to roll over your pension plan funds: 
IRAs and Annuities. 

No matter 
what, do 
not fail to 
receive your 
employer’s 
matching 
contributions!
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IRAs
Understand that an Individual Retirement Account (IRA) is not an investment product. IRA 
is simply the title of an account that allows the owner of the account certain tax advantages 
based on IRS codes. If you establish an IRA, you will still choose investment products or 
vehicles. Different investments also provide certain advantages or disadvantages, apart from 
tax advantages. Therefore, it is critical that you fully understand where your money will be 
invested and what each investment choice affords in tax or product advantages, as well as any 
disadvantages.

Although IRAs have been around for many years, many people do not fully understand them. 
Here are some common questions and answers about IRAs.

How does an IRA work?

Money placed in an IRA gains current tax advantages. If you are below certain income limits, 
you can set up an IRA, make contributions into the account, and take tax deductions in the year 
you make your contributions. The income limits and contribution limits change from year to 
year based on tax codes, so consult a financial professional before opening an account or making 
contributions.

Regardless of income, an individual can roll a “qualified account” into an IRA. For example if 
you leave a place of employment, and you have vested funds in your 401k account, you could 
roll those funds into an IRA, thus avoiding taking a cash distribution and avoiding paying tax 
on those funds. 

You should know two important things about an IRA account: 
1. You may have to pay a 10% IRS penalty if you make withdrawals before age 59 1/2, and 

these withdrawals may be taxable as ordinary income for that year. 
2. You must begin taking the required minimum distribution (RMD) at age 70 1/2, whether 

you need the money or not. A formula determines this amount, depending on your total 
qualified money saved and your life expectancy based on your current age. Again, this 
distribution will be taxable as current income for the year it is disbursed.

Some exceptions allow you to take early distribution from your IRA account and avoid the 
10% penalty, and some sections of the tax code, such as 72(t), allow you access your IRA or 
qualified accounts before age 59 1/2, but you must follow strict rules. Make sure you discuss any 
distribution with a tax or investment advisor before exercising these options.
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How does a ROTH IRA work?
A ROTH IRA is much like a traditional IRA, except three primary areas:
1. You do not get a tax deduction when you make the contribution, meaning that the funds 

have already been taxed.
2. Though you may withdraw the funds you have contributed without paying taxes, you will 

pay taxes on any investment earnings you withdraw, generally if withdraw is made within 
the first 5-year after making the deposit or before age 59 1/2.

3. You may have a 10% penalty for early withdrawal, you must leave money placed in a ROTH 
IRA for at least five years or until age to age 59 ½ whichever is longer, but you do not have 
the required minimum distribution at age 70 1/2.

Exceptions to the withdrawal of money prior to age 59 1/2 and avoiding the 10% penalty 
include the following: becoming totally disabled, purchasing a first time home, and paying 
for college education. These exceptions present advantages for using a ROTH IRA for some 
specific financial goals. It is a way to invest your money, grow your money, and then withdraw 
your money income tax free in the future. Before participating in a ROTH IRA, check with 
your tax advisor and investment professional to see if you are eligible to participate in a ROTH 
IRA. You should also be aware that tax laws change and could place limitations on contributions 
based on earnings.

Stocks in an IRA – Why or why not?
Many employees have acquired employer stock in a 401k, profit sharing, IRA, or some other 
qualified retirement plan. Upon your retirement, rather than rolling over the employer stock 
into an IRA, consider taking actual distribution of the shares. This way, you will pay tax at 
ordinary income rates on the “basis” (the value of the shares when they were originally put 
into the plan) of that stock. When you eventually sell the shares, you will be taxed on the net 
unrealized appreciation (the difference between the total current value of the shares and the 
basis) as a capital gain. However, if you roll the shares into an IRA, you will pay ordinary income 
tax on the entire value of the shares when you sell them and take cash out later.

Things to consider before you roll your funds over to an IRA. 
You have read above that most people should roll over their retirement plan into an IRA when 
they leave an employer. However, you may have one or more reasons not to do so. Although the 
rollover does give you control of the money, allowing for investment choices such as stock, bond, 
mutual fund, or fixed accounts, you should consider a few additional items:
1. Any balance inside of an Employee Retirement Income Security Act of 1974 (ERISA) 

Plan, (e.g., most qualified retirement plans like 401ks, profit sharing plans, etc.) is protected 
by federal law from alienation and bankruptcy. In other words, if someone sues you, or you 
declare bankruptcy, your balance in an ERISA Plan is not vulnerable.

2. Many (but not all) employers’ retirement plans allow participants to take out loans, and 
IRS provisions permit such loans. If you roll over your retirement plan into your own IRA, 
however, you may not take any loans or even pledge that account as collateral for a loan. 



68

Annuities
Simply put, an annuity is a contract between you and an insurance company, in which you pay 
an immediate premium, and the insurance company agrees to pay a minimum fixed rate of 
return and a future stream of income back to you.

People purchase annuities for a number of reasons. Deferral of taxes is one of the main reasons 
but should not be the only reason. One of the most appealing benefits of an annuity is the 
option for a guaranteed lifetime income stream. Beyond their usefulness as a savings vehicle, 
some contracts offer a living benefit, as well as a death benefit. Additionally, annuities can help 
an estate avoid probate, making the annuity proceeds available to the beneficiaries without time 
delays and probate expenses. 

Because annuity policies can take several forms, and unique riders can adapt the contracts to suit 
very personal needs, it is best to consult a financial professional and tax advisor who thoroughly 
understand these particular policies to help you choose the right type and product for your own 
situation. The following discussion will help you understand some of the terms.

You will encounter some of the following basic types of annuities on the market today: Immediate 
Fixed Annuity, Deferred Fixed Annuity, Fixed Equity Indexed Annuity, and Variable Annuity. 
All of these products allow for tax-deferred growth on your investment, but each bears a very 
different make-up to answer a different set of circumstances.

An immediate annuity contract usually begins to make payments back out to its owner a month 
after the lump sum premium deposit is made. The rate of return on this annuity is normally fixed 
at the time of deposit. However, some of the more recent versions allow an adjustable interest 
rate. Basically, you need to understand that you normally make a lump sum deposit and then 
begin to receive monthly income payments back immediately.

A deferred fixed annuity contract allows you to make a lump sum deposit or a series of deposits 
and then defer the payment of income until some future date. The interest rate on this annuity 
is normally fixed, if not for the life of the contract, at least for a defined number of years. The 
earnings in this annuity are not taxed until withdrawal begins. 

A fixed equity index annuity contract ties the rate of return on the deposited investment to 
some market index. Because it can also have a cap on the rate of return, you will need to exercise 
caution in purchasing a fixed equity index annuity. This type of annuity offers some protection 
against a market downturn, but it also allows you to take advantage of some of the upturn in the 
market. Basically, it offers the investor an annuity product that falls somewhere between a fixed 
rate of return and a variable rate of return based solely on investment choices.

A variable annuity* offers many of the same benefits as fixed annuities, including tax-deferred 
growth and a death benefit. Unlike fixed annuities, however, you control where the value in your 
contract will be invested. Within the limits of the investment divisions offered in the contract, 
you can decide to be aggressive or conservative, selecting the percentages you want to invest 
into sub-account choice. This gives you a chance to get a better return than a fixed rate only 
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investment. But remember, you assume the risk of a lower return, no return, or even a loss on 
your investment. 

Things to Consider About Annuities
The type of annuity contract you choose depends on the function you would like it to serve 
in your savings portfolio. Both fixed and variable annuities can offer tax-deferred growth and 
death benefits. Withdrawals of earnings from an annuity are taxed as ordinary income under 
current law, and, if taken prior to age 59 1/2, those withdrawals may be subject to a 10% penalty. 
Generally, annuities contain expense and mortality charges, as well as other administration fees 
for the insurer. In addition, surrender charges apply if withdrawals are made during the early 
years of the policy. Finally, an annuity’s guarantees are contingent upon the claims-paying ability 
of the insurance company that backs the contract.

It is important to know the terms of your annuity contract, the type of annuity you are purchasing, 
and the credibility of the insurance company backing the contract. You should also know that 
variable annuity contracts are registered investments, sold only by prospectus. You should obtain 
the prospectus, read it, and consult with your financial professional before making any purchases 
or investment choices.

Should I Own an Annuity in My IRA? 
From a tax standpoint, some would argue that it does not make sense to invest in an annuity 
inside an IRA. This is true if the only objective is to grow your money tax deferred. The IRA 
already allows you to invest on a tax-deferred basis so investing in an annuity inside an IRA 
would appear to be redundant. 

You may have concerns other than just deferring taxes on your money, such as protection against 
a market downturn, having a locked-in account value at fixed intervals, never outliving your 
money once you begin taking distributions, having a stepped up value to leave to beneficiaries 
if you die before you take the money out, protecting your assets from some creditors, or some of 
the other many advantages that an annuity can provide. Then maybe an annuity would be a good 
choice for you. Again, you should consult professional advisors to discuss your individual needs.

IRA/Roth IRA and Annuities
What do annuities and IRA/Roth IRAs have in common?
1. Tax-deferred earnings
2. Possible penalty for early withdrawal before age 59 1/2 
3. High income may limit any tax advantages

What are some differences between annuities and IRA/Roth IRAs?
1. Annuities may offer increased death benefits.
2. Annuities may offer protection against a market downturn while allowing the benefits of 

a market upswing. 
3. Annuities may offer protection of the assets from some creditors
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*Variable Annuities: For more information on variable annuities, or to request a prospectus for a specific product, please 
contact a financial professional financial professional or call Gateway Financial Advisors, Inc. at 800-939-9714.  The 
prospectus contains information about the investment objectives and specific risks and expenses associated with these 
products.  Investors should read the prospectus and consider these costs and investment objectives before investing or 
sending money.



71

Chapter 6 
Investments

The final phase of building your financial house is the roof. The roof consists of your investments. 
We already discussed the idea of making your money work for you, and investments are one 
tool you can use. While growth (a return on our money) is the certainly main reason we all 
want to invest, it should not be your only goal when you choose your investment vehicles. 
Just like the roof on a house, your investments should 
provide protection, as well as other benefits. Here is a 
simple fact: future needs and retirement have something 
in common, you cannot pay for them now, so you hope to 
save enough money to be able to afford them later. 

As you consider investments, understand that the higher 
the risk you are willing to take, the higher the potential 
rate of return you could receive, the reward. Conversely, 
the magnitude of risk also is related to potential loss. 
The financial world calls this the risk-reward ratio. It is 
the relationship between an investment’s safety and its 
potential payoff.

Four Major Risks
To repeat what we discussed in an earlier chapter, risk is uncertainty concerning loss or gain. 
When choosing options for investing your money, you should consider the following four major 
risks.

Market Risk
Because market risk is very real, it is by far the primary topic of discussion. The market has but 
one guarantee: it can go up and it can go down. Although market risk, the uncertainty of the 
rise or fall of the market at any given time, or the risk of not having a buyer who is willing to 
pay the value or asking price in the future, is real and you should consider it, this is only one 
of several risks you need to consider. In fact, 
some may argue that market risk is not even 
the main risk to consider, because, over time, 
many investments begin to lose their market 
volatility. In other words, given enough time, 
some investments could potentially be at less 
risk from market trends.  

Inflation Risk
Inflation risk is uncertainty about your 
investment or money keeping pace with 
inflation. Inflation is the percentage of 

As you consider 
investments, 
understand that 
the higher the risk 
you are willing to 
take, the higher 
the potential rate 
of return you 
could receive.

You need to make 
sure your investments 
do not fall victim to 
inflation risk, giving you 
insufficient purchasing 
power when you are 
ready to spend the funds.
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increase in the prices of all goods and services in the economy. You need to make sure your 
investments do not fall victim to inflation risk, giving you insufficient purchasing power when 
you are ready to spend the funds.

Think back just a few years to the costs of homes, autos, gas, and postage stamps. Consider the 
stamp. In 1974, a first class stamp was 10 cents. In 1995, the cost of one first class stamp jumped 
to 32 cents. Did you get more for the 32 cents in 1995 than you did for the 10 cents in 1974? 

To figure the inflation on that stamp over the ten-year period, use the following formula:
  

Rate of Inflation  =  Price Today  –  Price at Start
 Price at Start

Postage Stamp Rate of Inflation  =  .32 - .10  =  220%
 .10

Economic Risk 
Economic risk, often called purchasing power risk, amounts to the goods or services money can 
buy today verses some point in the future. Consider this: by not investing money today, you are 
losing the ability to purchase the same goods in the future.  

Here is an example: Let’s assume that, instead of paying the asking price of $1,500 for a ten-year 
warranty today, you get the warranty for $1,000. Some say that would be a 30% savings, right? 
Yes, that is true. But now let’s assume that you did not get the discount and had to pay the extra 
$500 for the next ten years, for this annual service going forward, what did it really cost you? 
Was it $500 x 10 years = $5,000? No, it was $500 per year for ten years plus the loss on the 
$500 for not having it invested during the ten years. Ten years from now, the same $500 will not 
purchase the same amount of goods it purchases today, due to inflation, thus we had purchase 
power loss. The risk of not having your money invested over that same ten-year period is more 
than $5,000. It is $5,000 plus the loss of purchasing power, which is known as economic risk.

Think about it, will $1.00 buy the same amount of goods today you could buy ten years ago? 
Of course not, so not only do you face the inflation risk of prices going up, you lose purchasing 
power if that dollar was not invested and was sitting in the cookie jar for the last ten years. In 
project financing, the risk is that the project’s output will not be salable at a price that will cover 
the project’s operating and maintenance costs and its debt service requirements. Ron Dembo, a 
financial engineer and business entrepreneur, has put it quite simply as an “expected after-the-
fact level of regret.” Thus, even not investing money can be a risk.
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Longevity Risk
Longevity risk can best be described by the following illustration: the fear, hope, greed cycle: 

Fear – Hope – Greed Cycle

Most people will not allow the money they invest to work for them over the long term. Instead, 
they go through the fear, hope, greed, hope cycle.

When the market is at a low cycle, they fear losing their money, so they pull it out of the 
investments. As the market begins to rise, they begin to invest, in hopes that it will continue to 
rise. As the market peaks, the greed factor sets in, and they do not reallocate or rebalance their 
investments. The market then begins to decline, 
and they hope that it will recover so they “ride 
it out” until they reach a point of fear, at which 
time they pull out the investment and wait until 
the market begins to rise again.  

Maybe you can relate to this investing cycle. 
The result is usually a loss (sometimes a big loss) 
or no gain on the investment. People must be 
willing to take longevity risk: Invest the money 
for the long term and leave it alone. Although 
the market does go up and down frequently, we do know that historically the market is much 
higher today than 20 years ago. In fact, over time your market risk actually declines. The truth is, 
the longer you are willing to stay in the market, the lower the risk becomes and the higher the 
potential reward becomes. Market risk correlates indirectly to time in the market. So what is the 
“big secret” successful investors know? Invest early, invest often, take the funds out slowly, and 
be patient. This requires discipline, control of emotions, and common sense.

Greed

Hope Hope

Greed Greed

Fear Fear Fear Fear

Hope Hope Hope Hope

The truth is, the longer 
you are willing to stay 
in the market, the lower 
the risk becomes and 
the higher the potential 
reward becomes.
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Get to Know Yourself
You should make sure that your current investment portfolio is in line with your risk tolerance 
and needs. You may (and should) have a different risk tolerance for each of your “buckets” of 
money, with less risk tolerance for your short-term savings than for your long-term savings. 
Based on what you have just read about longevity risk, you may be willing take a much greater 
risk for money you do not need for ten or more years than you would take for money you expect 
to need within three years.

It is important for you to know yourself, your own 
needs and goals, but as mentioned in previous chapters, 
you have the option of doing an extensive amount of 
work yourself, or using the advice and services of an 
investment advisor or counselor.

A major requirement of securities regulators for the 
investment advisor is that the advisor is to “know the 
client.” This means that the advisor is to know the risk 
tolerance level of the investor client, learning as much 
as possible about the investor, and then helping the 
investor determine “suitable” investment choices, based 
on that client’s investment objectives, income and 
debt ratios, risk tolerance, and understanding of the 
investment product. 

Just as a doctor does an examination before recommending a certain medication or surgical 
procedure, an advisor (or you) must do a financial examination before recommending (or 
choosing) a financial plan. Not everyone has the same needs. Not everyone has the same goals. 
Not everyone needs the same plan or products to solve those needs and goals.

Because of these variations, most advisors use some form of Risk Questionnaire to help 
determine a client’s risk tolerance. Generally, risk tolerance questionnaires focus on three key 
areas; time horizon, income requirement, and risk tolerance. Here is a sample to help you to get 
to “know yourself.”

Just as a doctor does 
an examination before 
recommending  a 
certain medication or 
surgical procedure, and 
advisor (or you) must 
do a financial exam 
before recommending 
(or choosing) a financial 
plan. Not everyone has 
the same needs.
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Complete the following simple risk questionnaire to begin to understand your own 
tolerance for risk: *

Time Horizon:
How long do you plan to invest before you begin to make substantial withdrawals (great than 
5% annually) from your portfolio?

 Time Frame Circle Score
 Less than 1 year 6

 1-5 years 8

 5-10 years 10

 10-15 years 12

 15-20 years 15

 20 years or more 17

Income Requirements:
What are your current income requirements from this portfolio per year?

 Income Need Circle Score
 6% plus 6

 5-6% 8

 4-5% 10

 2-4% 12

 0-2% 15

 0% 17

Risk Tolerance:
Which of the following hypothetical portfolios with the best potential gains, worst potential 
losses, and average returns would you be most comfortable owning?

   Worst Return   Average Return   Best Return   Circle Score   Style
 -3%  9% 25% 37 Defensive
 -8% 10% 28% 50 Conservative
 -11% 11% 30% 60 Balanced
 -16% 12% 34% 75 Moderate
 -21% 13% 41% 87 Growth
 -26% 13.5% 48% 100 Aggressive
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Calculate Your Score:
Calculate your score to determine your model portfolio:

Time Horizon ________ points
Income Requirement ________ points
Risk Tolerance ________ points
Total: ________ points

58 points or less  =  Defensive: 75% Cash & Fixed Income, 25% Equity

59-74 points  =  Conservative: 60% Cash & Fixed Income, 40% Equity

75-92 points  =  Balanced: 50% Cash & Fixed Income, 50% Equity

93-108 points  =  Moderate: 35% Cash & Fixed Income, 65% Equity

109- 125 points  =  Growth: 15% Cash & Fixed Income, 85% Equity

126 – 134 points  =  Aggressive: 5% Cash & Fixed Income, 95% Equity

*This is only a short sample and you should not use it to determine your risk tolerance for portfolio investing without professional 
advice. Most financial advisors would use a much more detailed risk tolerance questionnaire.

What You Should Really Understand about Investing
Once you have made the decision to save money, you need your savings to grow so that when 
you need the funds later (for retirement, college funding, vacation, health, or to leave it for our 
children or grandchildren) they will be there to meet the need. You must invest the money. 
But where should you? What types of investments are right for you? What are the real costs of 
investments? How do you research your investments? These are great questions, and you should 
discuss them one-on-one with a professional advisor. When you get to that meeting, you should 
have a general idea of the investment terms. We will start with some basics.   

Investing is not really that complex, although some people like to make it so. Simply speaking, 
you can put your money in three places to build for your future:

Cash or cash equivalents
Cash or cash equivalents are liquid assets in accounts you can access easily, without risk of loss 
or penalty. These typically include money market accounts, certificates of deposit, and interest-
bearing savings or credit union accounts. All investors should keep some money in cash or 
cash equivalent accounts. As market risks go, they are very low-risk “investments.” However, if 
you leave money in these accounts for long periods of time, inflation risk and purchase power 
risks increase. So are they risky? Yes, but not in the same sense most people would view risky 
investments. The risk in these investments is the risk of not getting enough (or any) return on 
your money over time.
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Income investments
Basically, income investments are designed to earn income for the investor, typically through 
dividends or a fixed rate of return. These investments may include bonds, bond funds, utility 
funds, government securities, or fixed-interest-rate savings accounts. Again, is there risk with 
these investments? Yes, bonds have risk, as do government and bank investments. But again, 
the greater risk is that the money might not keep up with the purchasing power you need in 
the future. When investing, you must continually consider time and return potential. Most 
advisors would strongly suggest that you invest some of your money in income investments, but 
as always, you need to consider how much you will allocate to these areas, according to your own 
time horizon, income requirement, and risk tolerance.

Growth investments
Growth investments typically do not pay a steady stream of income. When you invest for 
growth, however, you do so with the expectation that your investment will appreciate. Growth 
investments (e.g., stocks, land, homes, artwork, coin or stamp collections, and other types of 
investments) incur different degrees of risk, but have the potential to gain value over time. 

These types of investments come to mind then you hear the word risk. Market risk (the risk of 
not having a buyer who is willing to pay the value or asking price in the future) is certainly real 
with growth investments. We have seen the results of this risk in the stock market. Although 
market risk is involved with growth investments, you should consider them as a vehicle for some 
percentage of your current investments, making sure the percentage is in line with the risk you 
can afford to take, the time you can afford to wait, and the yield you desire to make for your 
personal goals. 

Some of these investments, such as art, antiques, or other types of aesthetic investments, 
have a different kind of appreciation. Buy them because you love them and their value to you 
personally will increase over the years, which may be even more important to your Quality Life 
than a rapidly growing stock portfolio. If you buy them to put them under the bed or in the 
basement, hoping for an increase in monetary value, you may or may not realize any increase in 
value. Either way, if you spend what is to you a great deal of money for a work of art or other 
collectible, make sure you tell your kids, or they may end up selling that $5,000 or $500,000 
painting in a garage sale for 50 cents.

Three types of growth investments
When thinking about market investments, most people think about stocks. Without getting into 
the detail of a full financial course, I want to explain three major types of market investments: 
stocks, bonds, and mutual funds.

Stocks
Stocks are the most common, and generally the most reliable, form of growth investments. 
Stocks are more volatile than other types of growth investments and can be emotion-charged 
for the investor. However, a basic rule of stock investing is “Do not fall in love with your stock.” 
You need to be able to sell it or walk away form it at any given time, depending on the market. 
It may help you keep your stocks at arms length if you know a few of the particulars. 
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Simply put, when you own stocks in a business, you own part of that business. In financial terms, 
you own an “equity share” in that business. Stocks are bought and sold in units called shares. 
Each share of stock represents one share of ownership. Some companies issue non-voting stock, 
but if you own voting stock, you may be entitled to one vote for each share of stock you own. If 
you are unable to attend the stockholders meeting to place your vote, you can cast your vote by 
mail, using what is called a “proxy” vote.

Stocks entitle you, as an owner, to share in the profits of the company. If there are profits, the 
board of directors and the stockholders vote to either retain or distribute the profits. If they 
choose to retain them, they will go back into building the company, hopefully. If they choose to 
distribute the profits, they will do this in the form of dividends to the stockholders. Companies 
can pay out these dividends in money, in additional shares of stocks, or some combination of the 
two. Generally, companies will only pay out a dividend if the board of directors and stockholders 
declare a dividend (usually quarterly or semi-annually), so even if the company is profitable, 
there is no guarantee of dividend payments.

Stocks can also gain value for the investor by appreciation of the stock price. The stock price 
simply reflects the amount a willing buyer will pay a willing seller. Buyers who like a stock will 
bid up the price, if they do not like the stock, the company, or market sector forecast, the value 
of the stock could fall below the price you paid. 

Common stock and preferred stock are the major types of stocks. Common stock is an ownership 
share in a company that gives you one vote on the selection of directors and other important 
matters, including the payment of dividends. Preferred 
Stock is an ownership share in a company, generally 
without voting rights, but with preference over common 
stock holders for receipt of dividends.

Among the stocks, you will see growth, growth and 
income, income, defensive, and cyclical stocks. As 
mentioned before, investing in stocks includes inevitable 
market risk. Volatility measures how risky a stock is, 
compared with the market, and if you are investing in 
the stock market, you need to ask about and understand 
the volatility risk of the stock you wish to buy. If you invest wisely, use smart strategies, and stick 
to your long-term perspective, you will greatly increase your chances of success in the stock 
market.

Bonds
In general, bonds are a money-raising tool for businesses and government entities. Specifically, 
a bond is an instrument of debt that should pay interest over time and return your principle at 
maturity. When you purchase a bond, you are lending money to the company or entity. You do 
not own any part of the business, government, or entity, but simply a lender of funds.

If you invest wisely, use 
smart strategies, and 
stick to your long-term 
perspective, you will 
greatly increase your 
chances of success in 
the stock market.
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The maturity date of the bond is a predetermined date for paying you back the principal you 
invested. When you buy a bond, the borrower (business or government entity) will specify up 
front how much interest your investment will return upon maturity. Entities typically sell bonds 
in increments of $1,000, known as the face amount. The market value is the price you can get 
if you want to sell a bond in the market before the maturity date, depending on supply and 
demand.

You should be aware that interest rates inversely influence the market values of bonds. When 
interest rates go up, the market value of a bond goes down. When the interest rates go down the 
market value goes up.    

Three Typical Types of Bonds
1.  Government or Treasury Bonds: 
Treasury bonds are issued by the U.S. Government as a way to help fund deficit. These bonds 
pay a fixed amount of interest and have a precise maturity date. Treasury bonds’ principle value 
can rise or fall based on interest rate changes, just as corporate bonds can. Treasury bonds are 
backed by the full faith of the U.S. Government, so they have a very low risk of default, and they 
also are free from state income tax.

2.  Municipal Bonds:
Municipal bonds are issued by a state, state agency, or a political subdivision (e.g., a city, county, 
or town) and usually are available as $5,000 units. 
Most municipal bonds are traded in large blocks by 
institutions, such as banks and insurance companies. 
The biggest advantage of the majority of municipal 
bonds is that earned interest is, more often than not, 
exempt from federal income tax. Depending on who 
issues the bond, and the state of residence, it may be 
free of state and local taxes, as well. Municipal bond 
values also fluctuate inversely to interest rates.  

3.  Corporate Bonds:
Corporations issue corporate bonds to borrow money from investors, rather than from banks. 
Known as fixed-income securities, corporate bonds usually pay a fixed amount of interest. 
They have specific maturity dates, at which time the principle amount is due. You should view 
corporate bonds as long-term investments. Although they are generally considered to be low 
risk, a person seeking higher income from a corporate bond can assume higher risk. The date of 
maturity can affect the yield, but the quality of the bond usually determines the yield. 

Key points to remember about bonds are:
•	 interest rates inversely affect bonds 
•	 the lower the company’s credit rating, the more likely it is to default on its bonds.

Key points about bonds: 
interest rates inversely 
affect bonds and the 
lower a company’s credit 
rating, the more likely it 
is to default on its bonds.
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Since they usually bear maturity dates ten or more years in the future, bonds are normally 
viewed as long-term debt instruments. However, be aware that some bonds may have “call 
provisions,” which allow the issuer to call back the bond and pay your principal back to you 
before the bond matures. 

Bonds carry rates that signify safety and risk. Basically, investment grade bonds are viewed as 
high quality, with reliable, lower yields, and carry Standard and Poor’s rating system ratings 
from AAA, AA, A, to BBB. Junk bonds are lower quality, high yield, and less reliable, carrying 
ratings from BB, B, to CCC and below.

Mutual Funds
Unlike stocks and bonds, a mutual fund is a professionally managed, diversified investment 
portfolio. It allows the average person to invest a smaller amount of money and own a 
combination of stocks and bonds.  

When you buy a mutual fund, you invest in all the investments the mutual fund owns. You do 
not actually own any shares of the individual stocks, or hold any bonds, instead you own shares 
in the mutual fund. Each share represents ownership in all of the mutual fund’s holdings. Your 
mutual fund shares increase or decrease in value based on the performance of all the investments 
that make up that mutual fund. 

Typically, investors purchase mutual funds at the Public Offering Price (POP) and sell or redeem 
mutual funds at the Net Asset Value (NAV). The difference between the POP and the NAV is 
referred to as the “Load” or “Sales Charge.” A front-end sales charge means you will pay a fee 
when you buy the mutual fund. Normally these types of mutual funds are called A-Shares. A 
Back-end sales charge means you will pay a fee to sell 
the mutual fund or redeem out of it, normally referred 
to as “B-Shares.” 

Mutual fund shares called “C-Shares” usually incur a 
level fee for a period of years, regardless of whether 
you buy or sell. Calling another mutual fund a “No-
load” fund does not mean that these funds do not have 
any fees, they are not free. It simply means they do not 
have a “sales charge” associated with them. You will also find other fund share classes available 
for purchase. The main thing to realize about mutual funds is that you need to fully understand 
the fees and the internal costs when you make an investment purchase.  

When buying mutual fund investments, you should consider several important factors:
•	 Sales Charges
•	 Annual expense ratios inside the funds
•	 Type of mutual fund
•	 Size of mutual fund
•	 The mutual fund family, or the company offering the fund

A key to proper 
diversification is 
truly understanding 
what you own.
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•	 The fund manager, experience and performance history
•	 Performance of the fund, relative to others of the same style and market
•	 The overlap of stocks inside the mutual fund with other investments you hold

When designing your investment portfolio, always think about your time horizon for the 
investment, your objective, your risk tolerance, your desired investment return, and the stock 
overlap among all investments you hold. Additionally, diversify your investments, making sure 
investments are properly allocated among different investment categories, risks, industries, and 
sectors. Beware: owning different mutual funds, or even different mutual fund families does not 
necessarily mean you have diversified your investments. 
If you own stocks and mutual funds, make sure you are 
not purchasing the same stock in multiple holdings. 
A key to proper diversification is truly understanding 
what you own, not just knowing the name of your 
investment but knowing what you actually own: what 
stocks, companies, real estate, governments, or entities 
are tied to your investments.

Regardless of the investments you choose to reach 
your goals, consistent investing, keeping in touch with 
your plan, and investing with longevity are essential 
strategies for gaining the best advantage in reaching 
your goals. 

When Should I Sell? 
 One question remains. When should you sell mutual fund investments? That can 
only be decided by conversations between you and a qualified advisor. Market conditions, life 
changes, and current trends can all influence decisions. However, here are five questions you 
should ask when you are deciding whether to keep or sell:
•	 Has the fund under performed its peer group during the last 3-years?
•	 Has the management changed in the last 3-years?
•	 Have the expenses or turnovers changed in the last 3-years?
•	 Have the assets grown too quickly in the last 3-years?
•	 Has the fund strategy changed in the last 3-years?

Although these are not the only reasons to sell a mutual fund, or not to sell a mutual fund, they 
are good questions to ask when in doubt. A yes to one of these five questions should raise a flag 
to investigate. If you do not like the results, you may want to consider a change. Again, seek the 
advice of a professional, a non-emotional, third party who will help you make a better decision. 
Remember it is your money, you need to feel comfortable with your investment decisions. 

When designing your 
investment portfolio, 
always think about 
your time horizon for 
the investment, your 
objective, your risk 
tolerance, your desired 
investment return, and 
the stock overlap among 
all investments you hold.
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Calculating Your Real Rate of Return
One last thing I feel you need to understand about investing is how to calculate your “real return” 
on your investment dollars. The best way to explain this point is with an example.

Let’s assume that you make a purchase using $10,000, and you invested this money in an 
instrument that has a 4% up front load, a .025% annual fee, and costs $10 to trade. What is 
the total cost for you to get into this investment? It would 
be $10,000 x 4% + $10. That means it costs you, $410 to 
purchase this investment, and you must earn 4.1% on your 
investment to cover your cost before you can sell it, right? 
Well, it is correct, but only if it does not cost you to sell the 
investment, as well. The truth is, it usually will cost to get out 
of an investment, just as it costs to get into an investment. If 
there is a fee to sell your investment holdings, like another 
$10 trade fee, then you will need to earn 4.2% before you 
break even. But the goal of investing is not to break even, it 
is to make money. 

Let’s take this same situation and stretch it out over ten 
years. If you decide to sell this investment in ten years, your 
total cost to recover would be $420  +  $250  (.025% annual 
charge on $10,000  =  $25.00  x  10 years)  =  $670.00. This 
means that you must earn 6.7% return over the ten years to cover your costs. Another way to 
think about this is that the first 6.7% you earn covers your cost. But if you stretch the cost over 
the ten year investment then the annual cost is $67.00 per year ($670/10  =  $67). This means 
that you will need to make .67% each year to cover your cost. So, if your investment has an 
annual rate of return of 5.67% then you actually made 5% that year, or $500.  

There is one more thing to consider: taxes when you take the money out of the investment. 
Depending on the investment, the type of account, and the time you hold the investment, you 
may owe taxes. Assuming you have to pay 15% tax on your gains, remember that your $500 gain 
is actually only going to allow you to keep $425. The bottom line is to make sure you understand 
all the costs to the investments you are buying and then calculate what “real rate of return” you 
need to achieve to reach your investment goal.  

Four Keys to More Successful Investing
Money concerns affect everyone. Here are four keys to becoming a more successful investor.

1. Inaction can be just as bad as incorrect action. We often think we can 
only make a mistake by acting. Doing nothing is also an action and can be just as costly. 
Changing markets, taxes, and legislation could erode the value of an estate while you 
stand by, procrastinating. I recently saw a sign that said, “Work pays off over time, but 
procrastination pays off now.” This is not the payoff you want when we are talking about 
your financial future. My recommendations: Do not wait to start learning about money 
matters, and do not wait to start investing. 

The bottom line 
is to make sure 
you understand all 
the costs to the 
investments you are 
buying and then 
calculate what “real 
rate of return” you 
need to achieve 
to reach your 
investment goal.
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2. Financial matters are not confusing. Do not deal with anyone who makes financial 
matters complicated or uses unintelligible jargon. Search for advisors who can make 
financial matters and concepts understandable, in your language. My recommendation: 
Find a financial advisor who will teach you. 

3. Make sure you have adequate income for your personal needs. Think about your 
own financial future. What would you do if your spouse or significant other were no longer 
around? Be smart. Protect your future and that of your children. To determine what you 
need each month, do the 14-day challenges and put your monthly expenses on paper. 
Next, determine how much of your income you need for expenses, and how much you can 
save for future needs. Then invest the savings amount so that it can grow over time. My 
recommendation: enjoy life, but plan and invest so you are not caught without funds in a 
crisis.

4. Confide in someone who will evaluate your total situation. Show all of your 
investment statements, bank statements, and insurance policies to a qualified advisor who 
will look at the whole picture and help you design an appropriate plan for your needs, and 
most importantly your values. Make sure this advisor has only your needs in mind. My 
recommendation: find a financial advisor who places your values as the most important 
objective, not some textbook portfolio, one-plan-fits-all design. We will discuss selection of 
financial advisors in a later chapter.

Making the Right Decisions
The following simple recommendations will help you make better decisions: 
1. Learning about money is an imperative.
2. Make sure you are working with an advisor who will listen to and understand your long-

term concerns, goals, and values.  
3. Do not assume life will go as planned.  
4. Be prepared for the curves in life, the unexpected.  
5. Get educated and get involved in your financial plan.  
6. Life is too short to spend it in uncertainty and worry.

A Short Story
Understand the history of the market and do not fear it. 
Despite all the fabulous stories that drew thousands of ‘49ers 
to California, the vast majority barely found enough gold to 
cover their immediate expenses of food and lodging. Part 
of the reason for this lack of success was that miners were 
quick to abandon one claim, even a pretty good one, for the 
supposedly easy pickings of another. It seems that rumors 
always pointed to gold in the next creek over or a few miles north or south. According to 
Howard Gardiner, he and three friends twice left claims for new ones, only to discover that 
others who mined their previous claims had struck it rich. (Source: William W. Johnson, The 
Forty-Niners, 1974, J.S. Holiday, The World Rushed In, 1981).

Keep in mind that 
downturns are a 
normal part of the 
market cycle. In 
fact, downturns in 
the market allow for 
bargain buying and 
profit making.
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Just like those claim-jumping gold miners, many investors believe that “timing the market” is 
the best strategy. Through research and analysis, they attempt to predict the peaks and bottoms 
of the market, jumping in and out of the market at just the right time. However, the greatest 
obstacle to timing the market is the nature of the market itself. Most experts conclude that a 
better way to invest is not to time the market, but simply to stay in it, enduring the inevitable 
drops, the worst of times, because they are the key to hitting the best of times as well.

Keep in mind that downturns are a normal part of the market cycle. In fact, downturns in the 
market allow for bargain buying and profit making. 

The Dow Jones Industrial Average (DJIA) is the index most reporters use to signal which way 
the market is moving. They tell us about a “Bull Market” when the market is in an upward 
movement, and they call it a “Bear Market” when the market is in a prolonged decline of 20% 
or more. A “Correction” is when the market is in a decline of 10% or more. 

Here are a few bear market facts: For the period 1/3/28 to 12/31/07, on average, the Dow 
Industrial Average declined 5% or more about every 3.3 years. It declined 10% or more about 
once per year, 15% or more about once every two years and 20% or more once about every 3 
years. (Source: Ned Davis Research, 1/08).

Here is another set of figures: from December 1926 to December 2007, on a one-year average 
investment holding, stocks were up 72% of the time (58 up periods, 23 down). During a certain 
five-year holding period, stocks were up 87% of the time 
(67 up periods, 10 down). If we look at a certain ten-year 
holding period, stocks were up 99% of the time (71 up 
periods and 1 down). (Data Source: Ned Davis Research, 
1/08). Again, what is the best kept secret in investing? 
Invest now, invest often, and stay invested!

Do not fear the market. If you are not in the market, you 
cannot gain from the market. At the same time, investing 
in the market does not mean you ignore your investment 
selections. Do not assume you can just leave your money alone and it will be fine. As investments 
and investment sectors change, moving from one investment to another may be wise, and sitting 
on the sidelines can be very costly. Get good advice from educated advisors, and do not be 
tempted to jump just for the sake of jumping or because everyone else is jumping. 

*Mutual Funds: Investors should consider the investment objectives, risks, charges and expenses of mutual funds 
carefully before investing.  Please contact a financial professional or call Gateway Financial Advisors, Inc. at 
800-939-9714 for a prospectus which contains this and other information about the funds.  Please read the 
prospectus carefully before investing.  Investment return and principle value of mutual funds will vary with 
market conditions so that shares, when redeemed, may be worth more or less than their original cost.

Do not fear the 
market. If you are 
not in the market, 
you cannot gain 
from the market.
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Call to Action

•	 Investing is a must.  
•	 Not everyone should invest the same way.
•	 Be aware of four major investment risks:

1. Market Risk
2. Inflation Risk
3. Economic Risk
4. Longevity Risk

•	 The secret to successful investing is to:
1. Invest Early
2. Invest Often
3. Invest Slowly
4. Be patient

•	  Get to know yourself. What is your risk tolerance?  
Start by completing the risk questionnaire in this chapter; then meet 
with a financial professional so you will know the level of investment 
risk you will feel comfortable taking.
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Chapter 7
What IF Disaster Strikes?

Insurance on our cars and homes is one of the subjects people love to hate. Most of us cringe 
with the very mention of it, especially with some of the oft-repeated commercials that become 
such a nuisance on TV. However, nuisance that insurance may be, it is a necessary nuisance. 
Having properly written insurance coverage on your home and cars is one of the reasons you 
can sleep at night.

This book is about financial security, and about leaving a legacy. Property and casualty insurance 
will help you do both. Because I know that you are already cringing at the mention of this 
subject, I will be brief in my discussion, but I challenge you to do more investigation.

Insuring your home
Home owner’s policies combine the coverage that will pay if your house and belongings are 
damaged or destroyed (property coverage) and the coverage that will pay if you damage someone 
else or their property (liability coverage). 

While the property coverage on a homeowners policy are very broad, compared with the old 
days of “fire” policies, which responded to only a few perils (or causes of loss) do not think 
of them as “all risk” coverage. The liability coverage for bodily injury and property damage to 
others are also very broad, but they too have limitations and exclusions. Though you probably 
have purchased a homeowners policy because a mortgage company demanded it at closing, you 
cannot just sit back and say, “I’m covered.” I challenge you to take a few hours over the next week 
to sit down in a comfortable chair with your home owner’s policy and read it from cover to cover.  

As you read, look for exclusions that apply to the business use of a detached structure, and to 
boats, recreational vehicles, pets, liability arising from a home business with a certain amount 
of income. You may be surprised that you have coverage for contents in a storage facility, if 
it is used in connection with your residence, and for your daughter’s belongings (based on a 
percentage of the value covering your residence) while she is a full-time student away at college 
(if she has been living at home until she went to college, and she is under 24 years old). You may 
not know that a percentage of your personal property will be covered on that European vacation. 
And on those jewels and furs, coverage is limited to a tiny amount, if the loss is due to theft. A 
final word of wisdom would be to recognize that damages from a far-reaching disaster, such as 
an earthquake or flood, may not be covered on your home owner’s policy. If you live in an area 
prone to either of these perils, or if you just want to be covered, just in case, purchase one or both 
of these types of coverage.

You may be surprised that you have liability coverage for that all-terrain vehicle while it is on 
your own property, but not if your son drives it down the street to visit a neighbor. What if he 
hits a child who runs across the street in front of him?  
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The first page of the policy, the declarations page, tells the details about you and your property. 
The named insured should include yourself and your spouse. The property limits should be 
sufficient to rebuild your home (with today’s construction costs) from the foundation up, but 
not the land. The contents limit is usually 50% of the limit on the house. Is that enough? You 
will also find other sub-limits. Is all the information about the location of your home correct? 
Have you listed all of your other properties? You are probably getting interested now. Or you are 
asleep in the chair. But keep reading. This is important to your financial future. 

As you read the contract, you will find limitations, conditions, definitions, and exclusions. Some 
of these may not faze you because you do not have any affected exposures, but some should 
cause you to take action. Do you own an airplane or a boat? Do you have other properties? Are 
you building a new home? 

If you own a condo, what do your condo association by-laws say about your responsibilities for 
the property? Are you responsible for only the contents you moved in, or are you responsible for 
the light fixtures, wallpaper, cabinets, and carpeting, as well? Do you have enough coverage on 
your policy for an assessment by your condo association if a child is injured in the swimming 
pool, or if a tornado takes off the roof?   

If you live in an apartment, do you have apartment owner coverage for your contents and for the 
friend or maintenance person who trips over your poodle and breaks a leg?

Take a few minutes to complete the following short exercise while you are reading that policy. 
Remember that some limits will be replacement cost, and others will be actual cash value (cost 
new less depreciation), unless you request replacement cost coverage.  Look at your policy and 
determine the type of property the policy will cover and the coverage limit for that property.  
Then review this list to make sure you have adequate coverage for each item listed.

Type of Property Coverage Limit
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Limitations, conditions, and exclusions I need to consider.

__________________________________________________________________________

__________________________________________________________________________

___________________________________________________________________________

___________________________________________________________________________

___________________________________________________________________________

___________________________________________________________________________

________________________________________________________ 
 
Section I of your policy was property coverage. When you get to the part of the policy called 
section II (the liability coverage), consider the people who are covered for their actions, and 
consider the places where coverage applies. As you did on the property coverage, make sure you 
have addressed all of your exposures. 

Insuring your vehicle(s)
As was true on your home owner’s policy, your personal automobile policy is a large volume of 
what seems to be difficult, even unintelligible literature. And it is a complex contract, but as you 
read it in a quiet place, when your brain is at its peak during the day, you may begin to make 
some sense of it. The bodily injury and property damage section covers damage to other people 
and property, and the damage to your auto portion applies to your own auto. 

Again, you may find some surprises. The person called “you,” the named insured, has the broadest 
coverage. This should be you and your spouse. It may seem like no big deal, but as you will see 
when you are reading, if the policy is written on only one spouse, and the other spouse moves 
out of the house for a certain period, that spouse will not be covered on the policy. Resident 
relatives are covered on your policy, but not if they have their own car. You are not covered on 
your policy if you are driving someone else’s car that is regularly available for your use (e.g., 
your son lives at home and has his own car, not listed on your policy) and you sometimes drive 
it to work. You may be surprised to learn that if your car breaks down one morning, and you 
borrow your neighbor’s truck to drive to work, your policy would cover you if you caused injury 
or damage. If you have other than collision coverage, and you hit the breaks hard to avoid an 
accident and a gallon of milk spilled in your trunk, the cleanup would be covered on your policy.

Again, I challenge you to read your policy with your own vehicles and family situation in mind. 
Are the “damage to your auto” deductibles too high, two low? Are your limits high enough for 
the worst-case accident: damage to a Ferrari or a school bus full of children?



90

Car
Bodily Injury and Property 

Damage Limits
Damage to your Auto 
Coverage/Deductibles

  

Insuring for the Catastrophe – Umbrella Liability Policy
Also, consider the limits on your policy, thinking about the worst thing that could possibly 
happen. Have you considered purchasing an umbrella policy, with the high limits of protection 
it could provide? This policy is designed to “sit” over the limits on your homeowners and personal 
automobile policies, giving you additional dollar limits of coverage and usually broader coverage 
(subject to a small self-insured retention that only applies where the other policies do not cover). 
For a relatively low cost, this coverage offers even more peace of mind when you think about 
that school bus full of children.

This is a short discussion about two long policies that are very important to your financial 
health. After you have read your homeowners and personal automobile policies, and any other 
property or liability policies you have purchased (e.g., RV, boat, motorcycle, aircraft, etc.), go 
to a professional insurance agent with your questions and changes. You will find that property 
casualty insurance agents come with many different degrees of knowledge and proficiencies. In 
all of the states, insurance departments require property and casualty insurance agents to take 
licensing exams to sell those products, as well as continuing education. However, many licensed 
agents have only superficial knowledge of these complex contracts. Some agents specialize in 
personal coverage, while others work in commercial insurance niches. What you should look for 
is an agent who can demonstrate a depth of knowledge in the coverage that concerns you. If some 
type of initials follow your agent’s name: CIC (Certified Insurance Counselor), CISR (Certified 
Insurance Service Representative), CPCU (Chartered Property Casualty Underwriter), and 
others, it is likely that that individual is committed to a higher level of professional education. 
You will find descriptions of some of those designations in the appendix at the end of this book. 
Otherwise, you might ask your, financial planner or tax advisor for references.
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Chapter 8
What IF I Linger?

What if I linger? This is one of the most important IFs. Ignoring this concern could deliver the 
most devastating blow to your financial plan. If you have not planned properly, this can create a 
huge leak in your financial house. 

The questions become: What IF I get sick? What IF I am disabled? What IF I need long-term 
care? You can deal with these IFs by proper insurance planning, setting a solid foundation for 
your financial house; then you will know in advance how you will pay for your care, patching 
that leak and stifling the questions.
 
By getting legal advice for documents such as living wills and health care directives, you can 
answer more questions: Who will make decisions on my behalf if I am unable to do so? Who 
will take care of me if I am unable to care for myself ? Who will take care of my family if I am 
unable to earn an income? In this chapter, you will begin to answer these questions. 

Peter Lowe once said, “Far too many people have sacrificed their health trying to gain wealth, 
only to spend their wealth trying to regain their health.” Let’s review some ways for you to avoid 
this ending.

What IF I get sick?
Few families can afford the cost of a single hospital stay, yet many would not have health 
insurance coverage if an employer did not offer group insurance, and in fact, many people do 
not have health insurance coverage. The rising cost of health insurance is a serious dilemma 
our government is trying to solve. However, in the meantime, going without health insurance 
presents a huge risk to you, your family, and your financial security. If you do not have health 
insurance coverage, you need to consider the risk you are taking for yourself and for your family, 
who count on you for physical and financial wellbeing.

Health Insurance Basics 
There are two main types of health coverage: individual and group plans. Self-employed 
individuals have several health insurance options and should consult a professional health 
insurance agent who can provide direction and information on various companies and plans, 
and show you plans that could potentially provide tax advantages to you in your self-employed 
status.    

Individuals pay the premiums for their own individual plans, and some if not all of the premium 
dollars may be tax-deductible with proper plan structuring and tax filing. For group insurance 
offered through an employer, the employer often offsets some or all of the cost for the employees, 
but the employee may be required to pay some of the costs for themselves and if they want 
additional family members covered.  The employee normally can make contributions out of their 
pay checks each pay period to cover any required costs.
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Health insurance plans range from basic insurance coverage, specialty plans, to major medical 
coverage. Basic plans include hospital surgical, hospital indemnity, and general medical plans. 
Specialty plans cover specific illnesses (e.g., heart attacks or cancer), and injuries (e.g., flight 
or travel accident coverage). Major medical, which covers more comprehensively, subject to 
limitations and exclusions, can come in the form of a basic catastrophic plan, high deductible 
plan, HMO, PPO, or a combination of any of these.

Most health insurance policies require the insured to pay a portion of the expenses, in the 
form of deductibles, coinsurance, and co-payments. 
Most major medical plans have deductibles (amounts 
that you must pay first before the policy will pay), and 
then the plan’s coinsurance clause comes in (meaning 
the policy describes the percentage the insurance 
company pays, and you pay the rest). Some policies also 
include a “stop-loss” provision, which limits or caps 
your out-of-pocket expenses. For example, after you 
have paid $1,500 of your own money (out-of-pocket) 
for deductible and coinsurance expenses in a given year, 
the insurance company will pay 100% of the rest of 
your medical expenses, up to the policy limit. But this 
out-of-pocket amount can be considerably higher on some policies, so it is important to include 
potential medical expenses in your short-term savings, even if you have insurance. 

Major medical plans known as HMO’s and PPO’s have “co-pay” costs for doctor’s office visits, 
emergency room treatments, etc. They may pay 100% of all costs after the co-pay, but they may 
also include coinsurance clauses and deductibles, so know your plan. 

HMO stands for Health Maintenance Organization and simply means that you must use a 
primary doctor to act as your “Gate Keeper” who will refer you to other specialists, as needed. 
Your specific policy will explain the procedure. 

PPO stands for Preferred Provider 
Organization, and works much like a HMO, 
except you can usually go to any doctor of your 
choice within the network plan. In other words, 
you do not have to go to a designated primary 
doctor first for a referral. However, most of 
these plans stipulate a higher coinsurance 
penalty if you go to an out-of-network doctor.

One thing to keep in mind is that even major 
medical health insurance policies can have a maximum coverage limit. This means your coverage 
could run out at some pre-established limit (e.g., $1,000,000). 

Additionally, most medical insurance policies include limitations (e.g., scheduled amounts to 
be paid for certain diseases or procedures) as well as exclusions (e.g., pre-existing conditions or 

It is important to 
include potential 
medical expenses 
in your short-term 
savings, even if you 
have insurance.

My best recommendation is 
that you discuss your needs 
with an insurance agent 
who is a health insurance 
specialist, making sure you 
ask questions until you 
understand the plan’s options.
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cosmetic treatments). Most medical insurance policies also require preauthorization from the 
insurer before obtaining some medical procedures (e.g., non-emergency surgery).

Health insurance is very complex, and the plans and rules change frequently. My recommendation 
is that you discuss your needs with an insurance agent who is a health insurance specialist, 
making sure you ask questions until you understand the plan’s options. You can find an agent 
through professional associations such as the National Association of Insurance and Financial 
Advisors (NAIFA) or the Association of Health Insurance Agents (AHIA) or through personal 
referrals from friends and associates.
Review your own policy carefully and know your coverage and limits. You should be aware of 
your co-payments, coinsurance, and deductibles, as well as the total limit of coverage. What is 
the maximum amount the company will pay on your policy? What will your policy cover, and 
what does it exclude? 

The following exercise will help you be aware of the costs you would have to allocate from your 
budget for a simple illness (no surgery or intensive care). Look at your own health insurance 
policy, or the lack of a policy, and fill in the amounts you would have to pay. If you have no health 
insurance, you would pay the charges indicated out of your own pocket, though you should 
negotiate with the hospital and doctors for their “immediate pay” charges, which may reduce 
the totals by as much as 50%. 
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Figure Your Own Out-Of-Pocket Costs for a Hypothetical Illness:
Your leg swells, and you go to the doctor or urgent care clinic. (The amounts on the following 
chart are hypothetical estimates, but based on a true illness.)

Insurance Company     ______________________________________________________

Type of Policy (HMO, PPO, Major Medical)     _________________________________

Maximum Out-of-Pocket Amount $ ____________________________

Co-Payment for Doctor Visits $____________________________

Co-Payment for Prescriptions $____________________________

Coinsurance Percentage _____________________________%

Care Given Charges
Your Co-Pay

(if any)
Your part of  
Coinsurance

Blood clots in 
right leg

Doctor’s office or urgent 
care clinic prescribes ultra-

sound reading 
$100 $ $

Radiology 
Ultrasound of both legs 

(to compare) reveals large 
blood clot in right leg.

$1,400 $ $

Hospital 
emergency room

Nurse hooks up monitors 
and checks vitals. Doctor 
prescribes bed rest and 

blood thinners.

$2,000 $ $

Hospital 
Two days of bed rest (no 

surgery) 
$5,000 $ $

Doctor prescribes 
medication

Blood thinning pills and 
shots (hospital charges 

$300/shot and $10/pill)
$2,000 $ $

Released from 
hospital to give 

yourself four more 
shots 

Purchase of four shots at 
Pharmacy ($100/shot)

$400 $ $

Continue on pills
Purchase of meds at 

pharmacy for one year 
($20/month) 

$240 $ $

Get blood tests 
bi-weekly, then 

weekly (ongoing)

Visit clinic for prick test 20 
times ($40/visit)

$800 $ $

Totals $ $

Grand total $
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What IF I Become Disabled?
In a previous chapter, we discussed the idea that you are the “income-producing machine,” and 
you should insure yourself to protect your family if that income-producing machine were to 
break down. 

Disability insurance provides an income in the event you are disabled and unable to work – the 
machine breaks down. If you have worked long enough and are paying Social Security taxes, 
you probably have some disability protection. That is the good news. However, the downside to 
Social Security disability income is that it is often difficult to qualify: in most cases you must 
not be working, you must have a condition that qualifies as severe, be disabled (according to a 
list), and be unable to do the job you were doing or any other work. And it takes several months 
for benefits to begin to arrive in your mailbox. The United States Supreme Court determined 
that Social Security is not intended to be an insurance plan but social welfare provided by the 
government to those who need it. Therefore, I highly recommend that, if you can afford it, you 
should purchase individual disability income coverage.

Many employers provide some form of disability protection through group benefits, with most 
group plans paying a percentage of your income. If you have this coverage, it is important 
for you to coordinate the disability insurance you purchase individually with any group plan 
benefits, as well as your eligible Social Security benefits.

A key item, which can be confusing, is that disability insurance policies can be written to cover 
you for the inability to do your “own occupation” or “any occupation,” a considerable difference 
in the way coverage is triggered. 

•	 Own occupation policies will cover a disability if you cannot perform the occupation you 
are currently in, and educated to perform. 

•	 Any occupation policies are less expensive, but the company will only pay a benefit if 
you cannot perform any occupation you are performing or could be reasonably trained to 
perform. Make sure you know which of these definitions applies on your policy.

Your disability policy establishes a waiting period, which starts when you become disabled, and 
must transpire before the policy will begin to pay you any benefits. When you apply for the 
policy, you will choose this waiting period, which can range from 0 to 180 days or longer. Keep 
in mind that the shorter the waiting period, the higher the cost of the coverage. 

You will also find a payout time limit, such as two years, five years, until age sixty-five, or 
some other option. Some companies offer a return of paid premiums at age sixty-five, less any 
disability claims paid to the insured. These policies typically cost more, but you will get some or 
all of your premiums back in the future.
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How Much Disability Insurance Do You Need?
The following simple calculation will help you begin to assess the income you would need to 
sustain your current standard of living if you became disabled, unable to work. You should not 
view this as a comprehensive assessment, but consult a professional insurance agent or financial 
advisor to determine the amount of coverage that would meet your income requirements in the 
event of a disability and income loss.

Write down your available monthly income (if you were not working):

 Income from current group disability coverage  $____________

 Income from current individual disability coverage  $____________

 Income from spouse or family member   $____________

 Investment income     $____________

 Total Income      $____________
(Note: we did not include Social Security disability income, as it varies by individual case and 
is dependent on the quarters you have earned by working and may involve the submission of 
several petitions to qualify).

Monthly Living Needs (If you have done your budget, you can use those figures.)

 Mortgage (including property tax) or rent   $____________

 Homeowners/renters insurance    $____________

 Car payments/Car insurance    $____________

 Utilities       $____________

 Food/Clothing      $____________

 Bank loans/credit card payments    $____________

 Medical expenses (include costs due to disability)  $____________

 Life/Health Insurance     $____________

 Monthly savings/investment needs    $____________

 Maintenance costs for home    $____________

 Educational/other personal needs    $____________

 Additional needs*      $____________

 Total need      $____________
*You may have additional costs for modifying your home or automobile, or for other needs (including such simple things as 
mowing the yard, cooking, and cleaning the house).

Income  –  Expenses  =  Total additional income need due to disability    $__________
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What IF I Need Long-Term Care?
According to a Society of Actuaries nursing home study, 34 million seniors over age 65 lived in 
the United States in 1997. This number has continued to grow, and will increase more rapidly as 
the baby boom generation matures. The study goes on to say that, of the seniors who reach age 
65, 48% will need long-term care services during their lifetimes. 

Medicare reported in 1998 that it expected to pay only 10% of all nursing home expenses in the 
United Sates.  Recent reports from several industry resources state that the national average cost 
of care ranges from $3,000 per month to over $10,000 per month, and it keeps going up. That 
means a person could spend an average of $100 to $333 or even more in the years ahead per day 
for professional care. This cost is for care only and does not include medications, transportation, 
or other needs.  What will the cost be as we continue to live longer yet in then end may have 
need to home health care, or some for of professional care?

When asked why they have not purchased 
long-term care insurance most people 
say, “Long term care insurance costs too 
much.” However, this is only relative to 
the total cost of care if you need care. 
For example, let’s say you are going to 
pay $2,500 per year for long-term care 
insurance premium. This means that over 
twenty years you will pay out $50,000 in 
premium. If the average cost of care in a skilled care facility runs $50,000 per year (which is 
about the national average currently) it would take twenty years of long-term care insurance 
premiums to spend the amount it would cost for just one year of uninsured care. 

Insurance policies can provide care for either set number of years or for a lifetime. If you need 
care for five years, you can either pay insurance premiums to have that care covered or potentially 
spend over $250,000 of your own money to receive care. 

Whenever you purchase any type of insurance, always cover your worst risk factor. In other 
words, buy insurance first for catastrophe situations, and then for the less serious risks. The 
grim cost statistics mentioned above lead us to conclude that long-term care is indeed one of 
your worst risk factors. A good starting point in determining this risk factor is to answer the 
following questions, even with guesstimates for the amounts:
•	 What would the daily cost be to provide my care at home?  
•	 Do I want the option of having care inside my home as well as outside my home?
•	 How long do I expect to need care?  
•	 How long can I pay for my own care before I am broke?  
•	 Would transferring the risk to an insurance company make sense? 
•	 If I am not insurable because of age or current health, what are my options? 

It would take 20 years of 
long-term care insurance 
premiums to spend the 
amount it would cost for 
one year of uninsured care.
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After you have considered your answers to these questions, you can begin to compare the policies 
available for your state and the companies that offer them. The probability that one out of every 
two people living today will need some form of care, makes planning for long term professional 
care critical and it makes long-term care insurance worth considering.

The real concern then becomes: How will your care be provided and funded?  So, we must 
discuss the options for you to finance your long-term care. Basically, you have three choices: 
1. Pay with your own funds
2. Purchase long-term care insurance
3. Rely on the government to provide for your care. (In order to qualify for Medicaid funding, 

you first must spend down your own assets.)

The cost of care varies according to the level of care provided by a family member or professional 
care provider in your home or in a facility. The geographic region in which you live will also 
affect the cost of care. We will start with a discussion of receiving care inside your own home.

Care Inside Your Home
Most people prefer to receive care inside their home if possible. However, the question is not 
what you prefer, but rather, is this practical and affordable? If your health condition is such, that 
you require assistance, who will provide the needed assistance? If this person is to be a family 
member, is he or she qualified, willing, and aware of the possible lifestyle changes this entails? A 
key question you should ask is: “What will it cost to get the care I desire?” 

If a family member is going to provide this care, what will it cost him or her to provide it? 
Helping you clean, cook, bath, dress, or simply driving you to the store, doctors, or other 
appointments, still involves a cost. Let’s assume this family member spends only 10 hours per 
month providing such care. If this person earns $50,000 per year in income when they work, 
and must take time off from work to provide these services, his or her time is worth $240 per 
month. In most cases, family members provide these services after work or on weekends, but 
it still costs them time away from other activities. Further, when a family member must reduce 
hours at work or even change or quit a job to care for a family member this care becomes even 
more costly. If a healthcare professional must provide the care inside the home, the costs will be 
unavoidable and will increase even more.

In making your Quality Life Plan™, you should consider long-term care insurance to help 
pay for these unpredictable costs, especially since some of the newer long-term care insurance 
policies even allow you to claim benefits to pay your family members for providing the care you 
need, and to pay for various levels of in-home care from outside healthcare professionals.

Long Term Care Insurance Policies
 Long-term care policies can be quite confusing, with many differences between 
companies and policies and many coverage and rider options to choose from. You should 
compare companies and insurance policies on several levels: company stability ratings, pricing, 
coverage exclusions, optional riders, and price discounts. If you have a good idea of what you are 
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looking for before you compare policies, you will not be as overwhelmed by features and benefit 
options.

You will encounter a number of options: length of benefit options from two years to unlimited, 
daily maximum benefit options from $100 to $500, a weekly benefit to pay for services provided 
at home or in an adult daycare facility, a benefit that pays for home and community-based care, 
training for a family member or friend as caregiver, coverage for temporary professional relief 
of an informal caregiver in your home, lifetime benefits, unintentional lapse and third-party 
notice coverage, coverage for home modifications or durable medical supplies, discounts if both 
you and your spouse are covered through the same company, coverage for a communication 
system, restoration of benefits (if not already exhausted and if you do not receive care for 180 
consecutive days).

Each of these options will affect the cost of coverage. Here are a few examples.
•	 You can purchase in-home care only, nursing home care only, or both. Choose this option 

wisely, as care typically begins in the home.
•	 A higher daily benefit will mean a more expensive insurance policy.
•	 The longer you want coverage, the higher the cost of the insurance policy will be.
•	 Do you want to spend some of your own assets first? If so, you can purchase a longer 

elimination period, which will lower the cost of the policy.
•	 Do you want to include an inflation rider? This will help protect against the rising costs of 

care in the future.
•	 Do you want to include a return of premium rider? If it turns out that you do not need care 

and do not make a claim on your insurance policy before you die, the insurance company 
will return some or all of the premiums to your beneficiary upon your death.

As you consider the options, you must also consider ways to fund the care or insurance coverage. 
An annuity can be one creative method.

Immediate Annuity Pays for Long-Term Care or Insurance
You may want to consider purchasing a single-premium immediate annuity to pay for your 
care or to cover the insurance premium costs. This concept can work very well if you have liquid 
assets you are willing to invest to offset the potential costs of your care. How does this work? 

Let’s assume that you have $50,000 available to invest into an immediate annuity. This means 
that you are willing to “lock” the money up in an annuity contract. And let’s assume you could 
average a 6% annual rate of return on that annuity investment. The $50,000 investment would 
yield a $3,000 annual rate of return before taxes. You could set the annuity up to pay you the 
$3,000 each year as income, and then you could use that earned income to pay the long-term 
care insurance premium. You will need to pay tax on the part of the $3,000 you take as income, 
but your investment pays for the long-term care insurance. You would also have the option to 
take additional money, or all of the money, out of your annuity at a time of need, or it could go 
to a beneficiary at your death. Early surrender charges may apply in these last two examples, 
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but current annuities have many withdrawal options and 
may waive those surrender charges for using the funds 
for long-term care. This concept works very well when 
you are both insurable for long-term care insurance and 
have some available money to invest in an annuity.

The result: With this annuity arrangement, if you need 
care, you will have long-term care insurance, but you did 
not pay the premiums out of your current cash flow. If 
you do not need care, you have the annuity, which you 
can always use yourself or pass on to the next generation.

You should seek a qualified long-term care insurance 
agent who can assist you in picking the best long-term 
care insurance or help you design the right long-term 
care and annuity combination that would best meet your 
needs.

Medicare/Medicaid and Long-Term Care 
First, the good news: Americans are living longer! But here is the bad news: The longer you live, 
the more likely it is that you will need some form of long-term care. Every day in this country, 
thousands of people enter nursing homes. They may spend a few days or weeks in a nursing 
home, recovering from an acute health situation, or they may spend a few months in the facility 
before going home. Many people, however, will never go home. They will spend the rest of their 
lives, sometimes years, in nursing homes.

Although some may leave the nursing home setting, due to their physical or mental impairments, 
they may spend the rest of their lives in some other form of permanent care, such as assisted 
living, specialized Alzheimer’s care, or in-home care. Either way, the costs for this permanent 
care can be staggering.

Various studies have shown that most patients 
going into a nursing home will exhaust their life 
savings in less than one year. Imagine! You spend 
a half a century or more working, scrimping, and 
saving so you can enjoy your later years, only 
to have those savings drained because of poor 
planning.

For most people who spend their later years in 
nursing homes without private long-term care insurance, it is not a question of whether they 
will end up on Medicare or Medicaid, but only a question of when.

Medicare, a government-sponsored program, pays a part of health care and medical expenses 
for most people sixty-five years of age and older or those under age sixty-five who qualify for 

With this annuity 
arrangement, if you 
need care, you will 
have long-term care 
insurance, but you did 
not pay the premiums 
out of your current 
cash flow. If you do 
not need care, you 
have the annuity that 
you can always use 
yourself or pass on to 
the next generation.

Here’s the bad news: 
The longer you live, the 
more likely it is that 
you will need some 
form of long-term care
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Medicare disability. As it is currently structured, and because it does NOT pay for long-term 
custodial care, Medicare is not a meaningful source for paying long-term care costs. It pays 
for skilled medical care needed to recover from an acute illness or injury and regain normal 
functions. Under the current program it pays the following:
1.  100 days in a Medicare-approved Skilled Nursing Facility:
 a.   First 20 days in that Skilled Nursing Facility: reasonable charges – no co-pay  

or deductible)
 b.   Days 21-100: charges over a per day limit adjusted annually. 
2.   Skilled Nursing Facility Care is available only if the patient is first hospitalized for three days 

prior to being transferred to the Skilled Nursing Facility.
3.   Treatment the patient receives must be medically necessary care as prescribed by a doctor. 

This means “skilled care”

Simply, the Medicare Program has four 
parts: Part A, & optional Parts B, C or 
D.

Part A:  Provides some hospital benefits 
for short-term illnesses and some skilled 
nursing care, but it does not cover 
custodial care when it is the only care 
required.

Part B:  Provides additional medical 
coverage in the same areas Part A covers 
and is available for an additional monthly fee, but it also does not cover custodial care. 

Part C: Amounts to a combination of Parts A and B coverage and provided by private insurance 
companies.

Part D: Prescription coverage for eligible individuals who pay a premium.

Medicare Supplements are also available from private health insurance companies, and are 
designed to provide some benefits where Medicare does not. Medicare supplements (known 
as “Medigap” coverage) and Medicare HMOs cover additional items only in the areas that 
Medicare covers (not custodial care). 

When considering Medicare Supplement programs, make sure you understand all of the 
provisions, coverage limits, co-payments, and exclusions. You can do this by consulting with a 
specialist, especially since the government updates the Medicare program frequently, making 
changes to benefits and co-payment amounts.

As it is currently structured, and 
because it does NOT pay for long-
term custodial care, Medicare is 
not a meaningful source for paying 
long-term care costs. It pays for 
skilled medical cared needed to 
recover from an acute illness or 
injury and regain normal functions.



102

Medicaid is a state-sponsored program that pays a part of health care and medical expenses 
for low-income people. There are strict guidelines for eligibility, which change frequently with 
new tax laws.

Do not make the common mistake of thinking that Medicare or Medicaid will cover your entire 
nursing home care costs, because this is not true. Keep in mind that Medicaid programs may 
pay for services, but only after the patient has first exhausted personal resources and qualifies 
as having reached the poverty level. The rules and coverage limits for Medicare and Medicaid 
change with tax law changes and can vary from state to state, as well. You should consult an 
expert in this area for accurate information on coverage in your state.

Example: Even if you have Medicare, don’t fail to plan

Mary, an 83-year-old widow who had always prided herself on living independently had rented 
a small apartment in a senior complex. Although she had to pinch pennies, most months she 
was able to cover her expenses with her Social Security check and a small pension. If something 
unusual came up, she felt she could always dip into her $80,000 savings to take care of it. 

Then it happened! In the blink of an eye, everything changed. A stroke left her unable to care for 
herself. Instead of living independently, Mary would have to spend the rest of her life in a care 
facility. Her daughter Susan assumed that Medicare would cover the costs, and was shocked 
when she learned that her mom would have to cover much of the cost herself, spending her own 
income and savings to pay for the care Medicare would not cover.  

The next stop for Susan was the local Medicaid office. She figured that her mother’s relatively 
modest income, would surely qualify for assistance. Then shock number two: Mom’s income 
was fine, but the $80,000 in the bank would not allow her to qualify for Medicaid. “Spend the 
money on care until it is gone. Then come back and we’ll put her on Medicaid,” the clerk said. 

Now fast-forward two years. Mary is still in the same facility, where she has finally been on 
Medicaid for the last few months. The only real difference is that the $80,000 she had in the 
bank is now gone. The money that she and her husband had saved for over 50 years, money she 
figured could pass on to her children or grandchildren had simply evaporated. The fact that 
she was now “broke” was more devastating to Mary than her health issues. She was depressed 
and embarrassed that she had not planned more carefully, and was feeling like a burden on her 
family. In her view, her dignity, pride, and financial security had all been stripped away.  Proper 
planning would not only helped preserve her savings, but more importantly may have allowed 
her to maintain her pride, dignity and leave a legacy she could feel proud of.

Partnership Long-Term Care Insurance Plans: Implemented by many states, these plans are 
part of a cooperative effort between insurance companies and state governments to provide 
long-term care coverage while allowing individuals to retain more of their assets. State 
regulations will vary, but for the most part, this partnership allows an individual to purchase 
individual long term-care from a long-term care insurance provider that is approved in the 
partnership program. Here is how it works: The individual purchases individual coverage and 
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then exhausts the coverage from that policy, and will then be covered under Medicaid or Medi-
Cal (in California), with the state government allowing them to protect or exempt personal 
assets equal to the value of the amount of coverage they purchased. 

For example, a person purchases a long-term care policy that provides a total benefit of $200,000. 
Once the policy exhausts its limits paying for covered long-term care, the individual could apply 
for care under Medicaid and would be allowed to keep $200,000 of personal assets and still be 
covered. In other words, the person would not need to spend down all assets as we previously 
discussed under Medicaid.

Program of All-Inclusive Care for the Elderly (PACE): Since 1997, this had been a 
comprehensive service delivery system with Medicare and Medicaid financing. The package 
permits most participants to live at home rather than having to live in nursing homes and allows 
providers to deliver all services participants need, rather than limiting them to those paid under 
the Medicare and Medicaid fee-for-service systems. This is because PACE providers receive a 
monthly Medicare and Medicaid “capitation payment” for each eligible enrollee, the ultimate 
pooling of funds to pay for claims. A team of professionals and paraprofessionals determines the 
patient’s needs, develops care plans, and delivers services. Medicare-eligible participants who 
are not eligible for Medicaid must pay monthly premiums equal to the Medicaid capitation 
amount, but will pay no deductibles, coinsurance, or other Medicare or Medicaid cost-sharing 
amounts. Participants must:
1. Live in the PACE service area (limited at this time because this is a relatively new program)
2. Be at least 55 years old
3. Be certified as eligible for nursing home care by the state agency 

For these federal and state programs, I highly recommend that you consult a qualified insurance 
professional in your state to get the facts and program details for your area. Overall, the main 
thing to remember is there are ways to legally protect your hard-earned estate and possessions, 
but advance planning will be required. Take the time to consult professionals who can help. 
Without this assistance, you may end up making expensive mistakes.

Twelve Common Medicaid Mistakes:
1. Giving assets away without a plan: One of the most common “do-it-yourself ” techniques 

is to give assets away. Although making gifts can be a crucial part of an effective asset protection 
strategy, doing so without a plan, or worse yet, without fully understanding the consequences 
of such actions, can be financially devastating. Medicaid rules can “punish” an applicant for 
transferring or gifting assets in anticipation of receiving Medicaid benefits. Seek professional 
advice. Do not think you can give away assets without the government finding out. 

2. Attempting to hide assets: Sometimes families will attempt to “hide” assets, or at least 
conveniently “forget” about them. After all, how is Medicaid going to find out about that piece 
of property you gave to your son last year? They have ways of finding out. Keep in mind that 
failure to disclose assets in order to obtain Medicaid benefits is Medicaid fraud and could result 
in prosecution, as well as legal action to recover the cost of benefits obtained fraudulently. You 
do not even want to consider this type of action.
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3. Having no plan or waiting too long to take action: Every year in this country, 
hundreds of millions of dollars go toward care in nursing homes or other care facilities. 
Estates are lost simply because families stood back and did nothing. Often families are 
simply overcome by events. They are aware that the money is pouring out of the estate, but 
they do not know where to turn or what to do to stop it. Proper advance planning often can 
help protect and preserve the assets of an estate. Even if you are already spending down the 
assets, seek professional advice. It is never too late to ask if something can be done.

4. Depending on uneducated advice: It is amazing how many people will rely on the 
advice of his or her neighbor, family member, or anyone besides a legitimate Medicaid 
and long-term care specialist. These same people wouldn’t think of making an investment 
decision without first consulting a financial advisor. But when it comes to Medicaid, long-
term care, or a health care crisis (and 
the potential loss of tens or even 
hundreds of thousands of dollars), 
they are more than willing to base 
their decisions (or lack of decisions) 
on hearsay and guesswork.  

5. Taking the advice of the 
Medicaid worker: Many times 
a family seeks the advice of the 
local Medicaid worker instead of a 
qualified legal or financial planning 
professional. Remember, your goals and the Medicaid agency’s goals are not the same. A 
Medicaid worker’s job is to evaluate the Medicaid application and determine whether an 
applicant is currently eligible for benefits. It is not part of that individual’s responsibilities 
to help you save assets. Besides, the agency does not permit its workers to give financial or 
legal advice. So, when the worker says something like, “To qualify for Medicaid, you have 
to spend all of the money on care until it is gone,” that is only partially true. It is true that 
you must be nearly broke to qualify financially for Medicaid. What they may fail to tell you, 
however, is that you may have other options besides spending down the assets on care. Do 
not assume that the Medicaid worker, no matter how intelligent and nice he or she seems 
to be, is qualified, or even permitted, to help you understand all of your options.

6. Assuming a living trust will protect assets from Medicaid: Millions of seniors 
have purchased living trusts because someone led them to believe that a living trust would 
somehow protect their assets from Medicaid spend-down requirements. Although a 
properly drawn living trust may provide many benefits, protection from Medicaid is not 
typically one of them. As far as Medicaid qualification is concerned, assets in a revocable 
living trust are still available to the patient, are still considered to be resources (in most 
cases), and must be spent down or eliminated before Medicaid will provide benefits. In 
addition, under certain conditions when a patient is trying to protect assets, a living trust 
could cause that individual to lose up to 65% more of the assets than would have been 
necessary had there been no living trust in place. Seek professional and legal advice when 
drafting documents and creating your plan.

Do not assume that the 
Medicaid worker, no matter 
how nice he or she seems 
to be, is qualified, or even 
permitted, to help you 
understand all your options.
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7. Picking the wrong attorney: When needs for long-term care strike, the patient or 
family’s first stop is often the attorney’s office. The problem is that, more times than not, 
it is the wrong attorney’s office. This is not a slam against attorneys, but they, like doctors 
and many other types of professionals, tend to specialize. Some attorneys really understand 
Medicaid, and could be relied upon as experts. Other attorneys advertise themselves as 
practicing “Elder Law.” Although this often means they have at least a basic understanding 
of Medicaid laws, be advised that not all elder law attorneys are “Medicaid experts.” Some 
may have just added this line of work to their long list of services. Others work with 
Medicaid cases every day. The problem, for the most part, is that the average individual 
wouldn’t know the difference, so you need to ask questions and be very specific about what 
you need. Getting the wrong advice can be extremely costly, well beyond the expense of 
attorney fees. 

8. Failing to take advantage of any available “special exemptions” to asset transfer 
rules: Within the Medicaid rules, a number of technical rules may allow the transfer of 
assets under specific circumstances, without the imposition of the normal penalties by 
Medicaid. Frequently, families that could benefit (and often significantly) are completely 
unaware of such exemptions, and therefore fail to take advantage of them. Unfortunately, 
there is no one place you can go to see “all” of the rules that apply, nor will you find a set 
of instructions showing exactly how to transfer assets. That is why you must find and work 
with a qualified professional who understands not only the rules of your state, but also your 
personal desires and wishes. Remember, the Medicaid worker evaluates your situation after 
the fact and is usually not qualified (or permitted) to assist with this advice.

9. Retaining a Life Estate: A life estate is a deeded right a person may choose to retain 
when a home is sold or transferred. It established right of an individual to reside in that 
home for life, even though that individual technically no longer owns the property. It has 
been a longstanding practice of many attorneys to recommend a life estate in situations 
where the client wishes to transfer ownership of a home to children or other parties. After 
all, it was important to ensure that the individual always had a place to live. However, 
some states are now using the life estate as a “wedge” to go after homes previously owned 
by Medicaid patients. At the death of the patient, the state makes claims for recovery 
of benefits against the calculated value of life estate, even though the life estate ceased 
to exist when the patient died. Again, a skilled professional advisor will understand the 
ramifications and the available defenses, if any.

10. Applying for Medicaid too soon: Often, a person who does not yet qualify for Medicaid 
will make an application for benefits, just to “see if they qualify.” After all, what’s the worst they 
could tell you? No? Well, there is something much worse than no. In some situations, families 
were attempting to legally protect assets, but the simple act of applying for Medicaid as little 
as one day too soon resulted in the applicant being disqualified from benefits for years into the 
future. The reason is that Medicaid has the right to go over the applicant’s finances for the last 
60 months (five years) prior to the date of application to review any changes: transferring or 
spending income, assets, or net worth. If research discovers you gifted assets away or moved 
them into investments, even if done legally and honestly not trying to “shelter them from 
Medicaid findings,” they can include the assets that you gifted in eligibility calculations.  
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For example, let’s assume that two years ago you gifted $10,000 to each of your four children 
because you did not think you would need it, or you just wanted to bless them.  That is 
$40,000 you gifted from your assets. You have a medical issue this year, and since you now 
have only Social Security income and maybe very little cash investments left, you apply for 
Medicaid to see if you can qualify for benefits. Since Medicaid can “look back” up to 60 
months, or five years, form time of application, the $40,000 you gifted away will be “brought 
back into your available assets” even though you no longer have the money. This could then 
“disqualify you” for Medicaid benefits until you “spend down” the $40,000 on care or other 
eligible expenses. This may be difficult, since you gifted the money, and those who received 
it are unlikely to have it when you need it. If you or they do not have it, you will need to wait 
until the time transpires that the $40,000 could have provided in care. At $3,000 per month 
of care, you will have to wait 13 to 14 months before Medicaid would begin providing care. 
 
So, applying for care before you actually need care could cause a financial nightmare. 
Whenever you gift assets to others, especially if you feel you may have a need for health 
care in the near future, consult an attorney who thoroughly understands elder law and 
Medicare laws in your state.  

11. Failing to Avoid Estate Recovery: On occasion, families assume they have protected 
some significant amount of assets while qualifying a loved one for Medicaid, only to find 
out, after the loved one passes away, that the Medicaid agency expects to recover assets for 
the benefits provided. It is legal for some states to recover costs they spent on Medicaid 
from a deceased person’s estate.

For example: Mom needs care, so you move her from her private home into a nursing 
home, and since she had little income and no real assets other than her home, you applied 
and she qualified for Medicaid benefits. Since Mom will not be returning home, but will 
most likely spend the rest of her years in the nursing home, you decide to sell her home 
or transfer the home to a family member. Since Mom is already on Medicaid, you divide 
the money among the remaining siblings as Mom wished. Upon her death, the state could 
have a right to recover some or all of the Medicaid expenditures for her care from her 
estate, the home you sold or transferred prior. State representatives appear on your porch, 
wanting repayment for the benefits they provided, up to the value of the home at the time 
of sale. The siblings who received funds from the sale of the home could be responsible for 
paying Medicaid back, up to the value they received. In most cases, proper actions could 
have prevented this recovery process. As you make your plans to do this properly, remember 
that, if Mom’s house remains vacant while she is at the nursing home, someone will incur 
costs (time or money) to keep it up. 

12. Making Transfers without Proper Authority: Sometimes, in a desperate attempt to 
protect (or even a greedy attempt to take) the assets of a patient who is no longer mentally 
competent, a family will take actions, such as transferring assets or changing deeds on 
property or vehicle titles, for which they have no authority. Examples: transferring property 
using a power of attorney that doesn’t provide such authority; having the patient sign his/
her name to documents when he or she clearly has no idea what is being signed or why; or 
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signing the patient’s name for him or her (after all, who’s going to know?). Although these 
actions might seem harmless and/or convenient, once discovered they could haunt you in a 
very serious way. In many states, such actions could even be considered to be fraud or “elder 
abuse.”

The last word of advice is to admonish you 
not to wait until it is too late to undertake 
proper planning. If you take the proper steps 
early enough, you may have many choices, 
including using long-term care insurance or 
annuity products to privately pay for long-
term care and protect your assets. If you did 
not take time to plan before you need care, 
you still may have hope of finding ways to legally protect your assets, get the care you need, and 
pass your assets on to your loved ones, if you consult with a qualified professional. 

Answers to Common Questions about Long-Term Care
I’ll summarize this chapter by answering some common questions:

My health insurance protects me, right?

You may think your HMO, PPO, or major health insurance plan will cover you against most 
injuries, illnesses, and diseases, but you may be surprised. Here are a few situations most major 
health insurance policies will not cover:
•	 Excluded pre-existing conditions
•	 Parkinson Disease (limited coverage)
•	 Extra care needed to deal with chronic arthritis
•	 Incapacity of multiple sclerosis
•	 Disability caused by stroke
•	 Care needed due to Alzheimer’s
•	 Modifications to your home to accommodate a disability

Health insurance in the United States is designed to get you well, to fix you, and then to release 
you. Many illnesses do not behave this way, leaving you a victim with health conditions that will 
not improve and in some cases will continue to deteriorate. In this event, the need for long-term 
care funding is critical.

I urge you not to ignore this risk. Do not close your eyes to the risk that your health insurance 
may not cover the entire list of possible afflictions. Do not end up in a financial disaster or 
hardship simply because you failed to plan.

Health insurance in the 
United States is designed 
to get you well, to fix you, 
and then to release you.
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When should I buy long-term care insurance?

If you invest money, it has the chance to grow. If you use it to purchase long-term care insurance, 
you lose the opportunity for the money to grow. In fact, if you never need long-term care 
insurance, you may be throwing your money away, unless you have a return of premium rider on 
your long-term care insurance contract. The point remains, however, that the problem with any 
insurance purchase is that we never know when or if we will need it. We do not know what the 
future holds. It may be that today we are completely healthy and can get any insurance we need, 
but tomorrow we discover a health condition that makes us forever “uninsurable.”

When someone asks me, “When should I buy insurance?” I normally respond, “You should buy 
life insurance the day before you plan to die, health insurance the day before you get sick, car 
insurance the day before the accident, and long-term care insurance the day before you need 
it.” I am sure you get the point. The real risk of waiting is allowing an event to occur before we 
have the insurance in place. The fact is, today is the best day to buy insurance, when we still can! 
Insurance companies only sell insurance to people who do not need it at the time of purchase. 

So, when should you buy long-term care insurance? Most people will not use long-term care 
benefits until sometime in the later years of life. In fact, some surveys report that there is a little 
more than a 50% chance you will never need long-term care. However, my question is, “why 
wait?” When you are healthy, insurable, and young, your insurance costs (premiums) are lower. I 
will never tell a client not to buy insurance, because 
as soon as I do, the client will have an accident, 
sickness, or disease and will regret the failure to 
purchase coverage, and be mad at me. 
 
If you do proper financial planning and examine 
different policies, you will find strategies you can 
implement to cover your needs, and use as smart 
financial moves as well. In other words, as we 
discussed in an earlier chapter, what seems to be a liability (insurance) can turn out to be an 
asset in your financial plan. Maybe a return of premium rider is a good strategy for your plan. 
Maybe purchasing a product that will do multiple things as needed makes good dollar sense. 
Maybe limiting the amount of insurance purchased and setting away additional investments to 
partially or even fully fund your needs is right for you. The bottom line is that you must build 
into your Quality Life Plan™ various ways to pay for the “IFs in life” that may actually happen.

When you are healthy, 
insurable, and young, 
your insurance costs 
(premiums) are lower.
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Is it too good to be true?
•	 What if you could buy insurance that offered the following?
•	 You pay a single premium, rather than annual premiums.
•	 The premium earns interest for your benefit.
•	 If you never use the insurance, the insurance company will refund all of your premiums, 

plus interest.
•	 If you die with the insurance in place, your beneficiaries will receive all of the money you 

paid, plus an extra death benefit amount.
•	 If you need the insurance, the premiums you paid 

will automatically provide substantial long-term care 
benefits for all levels of care.

Does this sound to good to be true? It is not. This type of 
insurance planning allows thousands of seniors to obtain 
coverage for their needs, knowing that if they do not use it, 
they will not lose the money they paid. If they pass away, the 
money will return to their beneficiaries, plus an income-tax-
free death benefit. And if they need care, they have coverage 
for that as well. It is possible to design a well-balanced 
insurance program that will benefit your financial plan as well. A qualified financial planner and 
a long-term care insurance agent should be able to assist you and design a plan that is right for 
you.

What about Medicaid qualification?

While the government originally set up the Medicaid system to support destitute people as 
their last resort, more and more people have recently begun to use the Medicaid system for 
their health support needs. In spite of all the caveats mentioned above, they have found ways 
to shelter or reposition assets so they qualify for benefits. This has placed a tremendous drain 
on the economic resources available to provide care for the truly needy, and, as a result, the 
government is making dramatic changes to help correct and prevent abuse in the future, and to 

change the ways assistance will be provided 
for those who do not have the means to 
provide for their own care. 

I recommend that you use a highly trained 
“Medicaid specialist financial advisor,” and, 
before you try to rearrange your assets to 
qualify for Medicaid coverage, be aware that 
an unqualified advisor (or the lack of an 

advisor) may lead you to actions that could be not only misleading but also illegal under current 
law. You should make sure that you are working with a professional who truly is educated, 
ethical, and understands the Medicaid laws and system. This advisor should help you explore 

This type of 
insurance planning 
allows thousands 
of seniors to obtain 
coverage for their 
needs, knowing that 
if they do not use it, 
they will not lose the 
money they paid.

If you want quality care, in a 
nursing facility or in your home, 
be prepared to pay for it out of 
your pocket or purchase long-
term care insurance products.
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all the ways you may be able to obtain or provide for private care, while protecting some, if not 
all, of your assets. Qualified financial planners can help you explore your options. Additionally, 
do not overlook the importance of consulting a qualified elder law attorney. You can consult 
the local Elder Law Attorney Association in your state or ask an estate attorney for a referral.

Remember, laws continue to change and include severe consequences for giving wrong advice, 
as well as for acting on that advice. If you want quality care, in a nursing facility or in your home, 
be prepared to pay for it out of your pocket or purchase long-term care insurance products. If, 
however, you are not insurable, or you do not have large assets or the means to pay for long-
term care, then, proper Medicaid planning may be your only choice. Applying for Medicaid 
qualification is not bad, but make sure you understand the difference between using your assets 
and buying insurance and, more importantly, the differences in the levels of care you may receive. 

How do I reduce long-term care insurance costs?

While I would probably counsel you to purchase complete 
coverage, including inflation protection, lifetime coverage, 
and adequate daily benefits for your geographic area, it 
is better to have a bare necessity, basic policy than being 
uninsured for the entire cost of long-term care. None of us 
knows when a health catastrophe will strike. Debilitating 
illnesses such as heart attacks, strokes, cancer, Parkinson’s, or 
Alzheimer’s rarely give advance warning. The cost of long-
term care insurance is no reason to avoid making it part the 
foundation of your financial house. Here are a few ways you 
can lower the cost of long-term care insurance.
•	 Reduce the coverage period.
•	 Reduce the daily benefit.
•	 If you are age 70 or over, consider dropping the inflation rider.
•	 Consider partial home care coverage or reduced care.
•	 Avoid the return of premium option. However, consider this carefully as this would be a 

way to get your money back if you do not use the coverage.
•	 Apply for spouse discounts.
•	 Look for group or association discounts through employers or non-profit organizations.
•	 Purchase a basic coverage policy.

Although these are ways to reduce your insurance premiums, they also reduce your coverage 
benefits. Before you look at lowering bottom line insurance costs, make sure you understand 
what you are giving up. Many times “cheaper” is not “better.” Seek out a qualified long-term care 
insurance agent to assist you in your planning needs and do not hesitate to work with a qualified 
elder law attorney. These two specialists should be part of your financial planning team.

Before you look at 
lowering bottom line 
insurance costs, 
make sure you 
understand what you 
are giving up. Many 
times, cheaper is 
not always better.
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Call to Action

Answer these questions about your own coverage. 

Health Insurance
•	 What type of health insurance do you have?
•	 What is an HMO? 
•	 What is a PPO?  
•	 What are the details of your medical coverage:

1. What is your deductible? 
2. What are your co-pays? 
3. What is your medical lifetime limit? 

Disability Insurance
•	 Do you have: any occupation or own occupation coverage? 

1. What is your elimination period? 
2. What is your benefit amount? 
3. How long will it pay you if you have a claim? 

Long-Term Care Insurance
•	 Do you own long-term care insurance?

1. What is your elimination period?
2. What is your daily benefit amount for home health care?
3. What is your daily benefit amount for custodial care?
4. What is your daily benefit for skilled nursing home care?
5. How long will it pay when you go on claim?
6. What is your total amount of coverage?

•	 Points to remember and questions you should ask yourself about 
Medicaid or MediCal (California).
1. Medicaid is a government subsidy for the needy, not an 

entitlement program.  
2. You must first qualify for benefits by spending down your 

own assets to a pre-qualification limit.
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•	 What is the qualifying limit in your state? 
•	 What are the maximum assets you can keep? 
•	 What is the most cash you can retain?  
•	 What is the maximum income limit?
•	 What are the maximum limits for your spouse?  
•	 Do you live in a long-term care partnership state?
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Chapter 9
What IF I Leave

Life will continue to deal you challenges and change. If you approach your life expecting 
challenges and change, you will not be as surprised when they occur. How do you plan for 
challenges? How do you plan for change? By asking the “What IF” questions and planning for 
whatever might happen, before it does happen. 

Let’s answer the question, “What IF I leave?” You 
need to examine two areas to answer this question 
adequately. The first is Divorce and the other is 
Death: the two big “D’s.” Both require planning. 
One is uncertain, but statistically likely, and the 
other is inevitable. Both can devastate a family. And 
although we understand the odds, most people have 
not done proper planning for either.  

We will not go into the particulars here, except to say that you should address divorce with 
advance legal planning. Even if you think divorce will not happen to you, it would be wise for 
you to have an open, honest discussion with your spouse as to what steps would be taken if it 
occurred. What would happen with children, family finances, and current joint assets? I suggest 
that if divorce is not a current threat, talking about it will not change that. But if it is a concern, 
talking about it before the fact is always better then discussing it in the heat of the moment. 
Perhaps it should be a part of wedding planning, when you care the most about what might 
happen to each other.  

The other “D” is death, which we must accept because it will most certainly happen someday. 
The best preventive action to alleviate the financial repercussions of this “D” is the purchase of 
insurance. Life insurance is not going to make the emotional ordeal of dealing with death any 
easier, but it can play an important role in helping ease the financial stress associated with the 
loss of a loved one: the loss of an income, the loss of the ability to realize a future dream. In these 

ways, life insurance will bring some comfort 
to those who remain after you are gone. 

We expect death to come around, eventually, 
but it is always ill timed. Your plan will help 
those who are financially dependent on 
you continue to live a life you would desire 
for them, at least financially. Making life 
insurance part of your plan can help relieve 
any financial burdens you may leave for 
those who remain. It can provide a legacy, 
hope, and a future for those you love and 

If divorce is not a current 
threat, talking about it will 
not change that. If it is a 
concern, talking about it 
before the legal action is 
taken is always best.

Life insurance is not going to 
make the emotional ordeal of 
dealing with death any easier, 
but it can play an important 
role in helping ease the 
financial stress associated with 
the loss of a loved one: the loss 
of an income, the loss of the 
ability to realize a future dream.
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organizations you believe in, and it can create the wealth transfer you were unable to accomplish 
in your lifetime. In fact, life insurance is the least expensive way to create an estate to leave 
behind, which lets you enjoy the one you create while you are alive. As you work on your Quality 
Life Plan™, and begin to build your financial house, life insurance definitely should be part of 
the foundation. 

First, I will repeat my disclaimer: Nothing herein is intended to serve as legal advice. Since I 
am not an attorney, I advise you to consult an attorney and a professional insurance agent when 
dealing with these issues. The information contained herein is simply educational and intended 
to help you have the knowledge to ask good questions and better understand the answers. We 
will start with the basics.

Life Insurance Basics
Life insurance coverage comes in many forms, many companies offer the coverage, and you 
may purchase life insurance in several ways. Thus, you as the consumer will have many choices 
to make, and education is vital to making the right choices. If you have not already purchased 
adequate coverage, you should know a few basics before you meet with a life insurance agent, so 
you can make decisions based on your own needs. 

What you should know about life insurance
Life insurance is the cornerstone of the foundation of a solid financial house. Here are few 
reasons why I think life insurance is more important than any other type of insurance you can 
buy. You can use it to:
•	 Accumulate cash values on a tax-deferred basis
•	 Secure debt obligations 
•	 Shelter assets from creditors, law suits, and even college financial aide disqualification 
•	 Build supplemental retirement income 
•	 Pay for critical or chronic health needs by making a portion of the death benefit accessible 

prior to death. 
•	 Take care of final expenses
•	 Create a legacy or estate to pass on to children, 

grandchildren, or charitable organizations 

The bottom line is that life insurance has multiple 
applications, and it is one of the least expensive ways to 
create the future wealth you desire to leave behind. If you 
do not believe in using life insurance to protect wealth, 
create wealth, or transfer wealth, then I suggest that you 
should at least consider purchasing life insurance to pay for 
your final debt obligations and funeral expenses.  

Most people like life insurance. In fact, if life insurance 
were free, I suspect that everyone would want some. What 

The Bottom Line: 
Life insurance 
has multiple 
applications, and 
it is one of the 
least expensive 
ways to create 
the future wealth 
you desire to 
leave behind.
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they dislike is paying for something that usually does 
not offer personal benefits. I suggest that everyone pays 
for life insurance, in one way or another. You have the 
choice of paying premiums to an insurance company for 
your own life insurance or passing the consequences or 
burdens of not paying for life insurance to someone else 
when you die. You may even be paying the price right 
now for some loved one in your family who decided not 
to pay for life insurance. 

Think about it, what if some relative, who just passed 
away, had decided to pay for life insurance, let’s say a 
million dollar death benefit policy, and then made you 
the beneficiary for some or all of the settlement?

Or conversely, what if your spouse left you with a ton of debt, a big mortgage, several kids, 
and no life insurance? When you see the widow working two shifts as a waitress to make ends 
meet for her family, she might be paying the price now because her husband decided not to 
buy insurance. When you see the boy bagging groceries instead of going to college because his 
dad passed away and there is not money to pay for his college, he is paying the price for the 
insurance premiums Dad decided not to pay. 

Even if you do not have dependents, you should still consider life insurance as a means to pay 
for your final expenses and debt obligations, to enrich the lives of others, or to leave to charitable 
organizations. 

The Four Kinds of Life Insurance
Life insurance is an inexpensive (and in most cases tax-efficient) way to create and transfer 
wealth. The coverage may appear to be too complex, so let’s simplify it. Basically, companies sell 
only four types of life insurance: term life, universal life, variable life, and whole life. Although 
you may encounter many variations of these four types, they are the basic engines that drive 
all life insurance policies. Understanding these four will allow you to understand the more 
specific product designs. To illustrate the differences, I will refer to these basic four types as the 
Apartment, Modular Home. Condo, and House. Picture these illustrations in your mind, and 
you will remember the four basic types of life insurance.

1. Term Life Insurance – The Apartment
Term Life Insurance is best understood as the “apartment” of the life insurance coverage. In an 
apartment, as long as you have an active contract or lease and make the monthly rent payments, 
you have the right to live there. In term life insurance, as long as you have an active insurance 
contract and make the payments, you have protection.  

You have the choice 
of paying premiums 
to an insurance 
company for your 
own life insurance or 
passing the burdens 
of not paying for life 
insurance to someone 
else when you die.
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The insured takes out a contract with the insurance company and agrees to make payments for 
a period of time. During this time, the insurance company provides coverage (pays a benefit to 
the beneficiary) if the insured passes away. However if the insured does not make the required 
payment on time, the insurance company can cancel the contract and is no longer obligated to 
provide coverage.

Term life insurance is strictly for protection during a certain term of your life. This product is 
not designed for you to keep it forever, and it does not build any cash value for you to keep or 
use later. The contract will have a defined period (the term), at the end of which, if you want to 
continue life insurance coverage, you must re-apply for approval from the insurance company. 

Calculations for Term Life Insurance premiums are based on your age. Although you can “lock 
in the premium cost” for a certain number of years, (e.g., the premium could be the same for 10 
years, 15 years, 20 years, or longer), at the end of the contract term, the premiums for the next 
term will be adjusted to your current age, as well as any other variables. 

A term policy may be written as a “guaranteed renewable” contract, however, meaning that you 
can continue your insurance at the end of each term without a medical qualification by simply 
paying the increased premium for your attained age. A term policy also can be written as a 
“guaranteed convertible” contract, meaning that you have the “guaranteed” right to change your 
coverage to a whole-life policy at any time, without evidence of insurability. Again, you will pay 
premiums based on the coverage you purchase and your attained age.

Three basic types of term insurance:  
1. Decreasing Term – The premiums stay level, but the coverage amount (death benefit) 

decreases as prescribed (annually, every five years, ten years, etc.) in the contract. These 
reducing death benefits correspond with decreasing needs (e.g., mortgage payments, etc.).

2. Level Term - The premiums and coverage amount (death benefit) remain the same for the 
duration of the policy.

3. Annual Renewable Term – The coverage amount will stay level, but when the policy 
automatically renews each year, the premiums go up with your age. Thus, you have a level 
coverage amount, but increasing premiums each year.

Questions to answer when buying Term Life Insurance:
1. How much coverage do you really need?
2. How long will you need the coverage?
3. Is it guaranteed renewable, or can it be canceled because of bad health?
4. Is it convertible to a cash value or permanent insurance policy? 
5. Are the premiums guaranteed for the full term of the contract?
6. Is the premium affordable at the end of the term if you wish to renew the policy?
7. Based on your current age and health, how does the cost of the term life insurance policy 

compare with other kinds of life insurance policies?  
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Key points about term life insurance:
1. Coverage should be used for a specific need for a specified period of time.  
2. Initial premiums generally are lower than those for permanent insurance, allowing you to 

buy higher levels of coverage at a younger age.
3. Term policies do not normally accumulate cash value.
4. If you want to continue coverage after your policy premium guarantee expires, your age, 

health status, or other factors may make the coverage too expensive, or you may not even 
re-qualify.

Term insurance is appropriate for a person who needs life insurance protection in the event of 
death during a specified period of time: to pay off debts (e.g., a mortgage, a car or business loan, 
credit card debt, college debt) or as a replacement for the loss of income from the death of a key 
executive.  

2. Universal Life Insurance – The Modular Home
Universal life insurance is like a modular home, in that it may be a somewhat better investment 
of your money than term life insurance, the apartment. Like a modular home, if you do not 
maintain it properly, you could lose the value you paid for it.  If 
you do not pay the required minimum payments or pay extra 
into the Universal Life Insurance policy it could lapse due to 
non-payment or could require additional deposits to be made.  
Provided that you maintain the payments properly and allow 
it to accumulate some cash value, you may be able to borrow 
against it, you may get some of your money back if you sell 
(cancel) it. 

You may build some cash value in the policy, but two factors drive 
the amount: guaranteed interest rates and current interest rates. 
The interest rate will be either fixed, a guaranteed minimum 
established at inception, or flexible, a current rate declared 
annually by the insurance company.  

The premiums are flexible; they can be changed or not paid at 
all, as the contract owner desires. But understand that the cost of the insurance does not stop. 
To keep the policy in force, you will pay a required minimum premium or keep a required cash 
reserve amount in the policy. If interest rates go down, and there is not enough cash value in 
the policy, then you may have to pay a higher premium to keep the policy in force. Beware, this 
type of policy could become very costly in later years if the interest rates go down and you did 
not deposit premiums regularly.

The main thing to remember about universal life insurance is that you have coverage as long as 
you make payments, and if you do not make payments, you may have some equity (cash value) in 
the policy that can keep the coverage going.  If you take or borrow money out of the policy, the 
amount loaned to you will decrease the death benefit. Remember the cash value of this contract 
is totally interest rate driven. If funded at the same level as a whole life policy it could provide 
similar long-term benefits.  

Universal life 
insurance is 
like a modular 
home: it may 
be a better 
investment 
than term life 
insurance, the 
apartment.
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3. Variable Life Insurance  – The Condo:
Variable life and variable universal life insurance can best be compared to a condo because in 
the same way the condo association may make an assessment to pay for a roof, the variable life 
policy owner could find the insurance company calling for the extra cash to be deposited into 
the policy to keep the benefits in force. 

A variable life policy is considered a 
security and must be accompanied 
by a prospectus, the legal and full 
disclosure about the product and 
investments. The death benefit of this 
policy can be designated as level or 
flexible in that it could move up or 
down.  The cash value in this type 
of life insurance product can go up 
or down, depending on the yield of 
the sub-accounts selected from the 
company’s investment options.  

Variable universal life is simply a combination of a variable life policy and a universal life policy. 
It allows for the flexibility of universal life options and investment options of a variable life 
policy. The potential concern associated with this type of policy is the risk of poor performance 
of the sub-account investment selection and the under-funding of premium payments at the 
same time. This may require the insurer (insurance company) to ask for additional premiums or 
cash deposits. 

An advantage of this type of policy is it allows for cash to accumulate, and possibly to grow, on 
a tax-favorable basis inside the sub-account equity investments.   

4. Whole Life or Permanent Insurance – The House:
Whole life insurance is also called cash value life insurance, ordinary life, permanent life, or 
any number of other trade names. It can be compared to a house because it is lifetime coverage, 
unless an endowment age is specified in the contract which means the contract will payout the 
death benefit to the insured even if living, and it has NO MOVING PARTS. By no moving 
parts, I mean that the premium is fixed, the death benefit is fixed (although the death benefit 

may increase as the cash value in 
the policy increases to meet legal 
requirements of the policy), and the 
cash value is based on a fixed rate of 
return, (determined by the insurance 
company when the contract is issued).  
A whole life insurance policy can 
pay a fixed interest rate on the cash 
accumulation portion of the contract 
and can also pay dividends inside the 
cash value section of the contract.

Variable life and variable universal 
life insurance can best be compared 
to a condo because in the same way 
the condo association may make an 
assessment to pay for a roof, the 
variable life policy owner could find 
the insurance company calling for the 
extra cash to be deposited into the 
policy to keep the benefits in force.

Whole or permanent life 
insurance can be compared to 
a house because it is lifetime 
coverage and it’s basic feature 
is that it accumulates a “cash 
value” or “cash reserve”.
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One of its basic features is that it accumulates a “cash value” or “cash reserve.” (Please note that 
universal life and variable life also have “cash value” elements, so be careful when using broad 
terms.) Cash value usually results from when the insurance company pays an interest payment 
and or dividends back to the policyholder. Dividends are simply a return on the premiums paid 
for the policy (profits returned by the insurance company to the policy owner) and may vary 
from year to year depending on the company’s costs.

Premiums for whole life insurance are classified as participating or non-participating. 
Participating policies may offer dividends to policyholders. Thus, the policyholder “participates” 
in the profits of the insurance company in the form of the insurance company “returning” part of 
the premiums to the policyholder. Non-participating simply means that you, the premium payer, 
will not participate in any dividends, but you may receive interest earnings on your premiums 
or cash reserves.

Whole life simply means the insurance premiums are payable for life, and the coverage amount 
will stay in effect for the life of the insured. Some policies do, however, include a maximum age 
(also called an endowment age), at which time the policy is considered to be mature and will 
pay out the coverage amount, even if the person is still living. For example if the policy had 
a maturity or endowment age of 100, and the insured person lives to age 100, the insurance 
company will pay the face amount to the owner of the contract.

Whole life insurance is like a home in that you should purchase it with the intention of keeping 
it for the long run, for life. In the early years of the policy contract, you will pay more for the 
coverage than any other type of life insurance. Over time, however, you should end up with more 
cash value in the policy than you paid in. Thus, the whole life policy is great for long-term needs, 
where you need life insurance coverage for your whole life, and you want guaranteed returns 
inside the policy.  

It also has cash value that you can use in a time of need. You can transfer the cash to another 
type of policy, or in some circumstances, you can use the cash as collateral. Additionally, you may 
be able to sell the policy to another individual or entity and receive immediate cash. 

Term Life Insurance = The Apartment

Universal Life Insurance = The Modular Home

Variable Life Insurance = The Condo

Whole Life or Permanent Insurance = The House

There are variations on all of these types of life insurance contracts, but understanding these 
four main categories should help you determine which type may be right for your needs. There 
is one overall caution I would like to give you about purchasing life insurance: make sure you 
understand what you are buying. Credit card companies, banks, and car dealerships like to offer 
“creditor protection insurance.” this is nothing more than life insurance on you (the borrower) 
that will pay off your debt if you die before you pay off the loan. The same holds true for mortgage 
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life insurance, which again is simply life insurance that 
pays off your remaining mortgage if you die. In these 
situations, you should consider purchasing a higher 
amount of regular life insurance in one policy, which 
your survivors can use for any purpose, rather than 
buying several small policies that can only be used for 
specific purposes.

Summary of the Types of Life Insurance 
In review, here are the key points you should know about the different types of life insurance 
policies. 

Term Life – the apartment
•	 As long as you have an active insurance contract and make the payments, you have 

protection.  
•	 Fixed period of coverage
•	 Inexpensive initial premiums
•	 Premiums increase if renewed
•	 Coverage ends at some point
•	 May require insurability at renewal

Universal Life – the modular home 
•	 Can lapse due to non-payment
•	 Lifetime coverage – assuming minimum premiums are paid
•	 Flexible premium structure
•	 Flexible death benefit
•	 Optional increasing death benefit 
•	 Builds cash value
•	 Company controls interest rate

Variable or Variable Universal Life – the condo
•	 Insurance company can call for extra cash to be deposited into the policy to keep the 

benefits in force 
•	 Lifetime coverage – assuming minimum premiums are paid
•	 Flexible premium structure
•	 Flexible death benefit
•	 Optional increasing death benefit 
•	 Builds cash value
•	 Owner controls where cash values are invested

One overall caution: 
Make sure you 
understand what 
you are buying.
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Whole Life – the house (no moving parts)
•	 Lifetime coverage
•	 Builds cash value
•	 Level (fixed) premium structure
•	 Fixed death benefit
•	 Company controls any dividends and interest
•	 Limited flexibility

I must also mention that all permanent life insurance contracts include fees associated with 
buying, owning, and surrendering the policy. The charges may include some or all of the following: 
premium-based loads, mortality risk and expense charges, cost of insurance, administrative 
charges, issue charges, surrender charges, and fees and expenses charged by any underlying 
mutual fund sub-accounts. Be sure to review the charges in the prospectus, policy illustration, 
policy contract, and marketing materials as applicable. It is always best to consult a professional 
life insurance agent or financial planner before making a purchase decision.

Two More Important Items 
Naming a Beneficiary is one of the most important elements of every life insurance purchase, 
and you should consider this selection carefully. It is wise to specifically name a beneficiary or 
beneficiaries and not allow the benefits to go into your estate. This beneficiary can be one or 
more persons, an entity (a company or organization), or a trust to receive your policy benefits 
at your death. This will allow the benefits to pass to the beneficiary “income tax free,” There is 
a word of caution as if not done properly you could lose the “income tax free” benefit, so make 
sure you consult an insurance professional. 

You may name two types of beneficiaries:
1. Primary Beneficiary: the entity, trust, or person(s) who will receive the proceeds upon your 

death.
2. Contingent Beneficiary: the entity, trust, or person(s) who will receive the proceeds upon 

your death if the primary beneficiary is also deceased or rejects the proceeds.

It is extremely important for you to consult a professional insurance agent when considering 
beneficiary designations, as wrong or improper designations could result in major tax 
consequences to the estate of the insured, to the owner of the policy, or to the person or entity 
receiving the death benefit proceeds. 

Ownership of a life insurance policy is another area you should consider carefully. At the death 
of the insured, in addition to paying the premiums, the owner will be responsible for any taxes 
due on the funds passed to the beneficiary. Some sources may try to convey the impression that 
insurance death benefits pass to a beneficiary “tax free.” This is only partially true. The death 
benefits of a life insurance policy will pass “income tax free,” (under most circumstances), but 
they may be subject to estate taxes. Careful planning and proper ownership designation can help 
the beneficiary avoid tax consequences, but improper planning could create a major tax dilemma 
for someone who is already under considerable stress at the time.
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Using It, Not Abusing It - How 
Much Do I Need? 
Over the years of my financial planning career, 
clients and others have asked this question more 
than any other. There is no uniform answer for 
this question because each individual and family 
has unique circumstances and needs. Additionally, we could never measure the value of human 
life in monetary terms. There is no dollar amount that adequately quantifies the gain realized 
with the birth of a child or the incredible loss that accompanies the death of a loved one. Yet 
there is a need to assign some type of monetary value to human existence since a person’s 
birth, death, and all the events in between have economic impacts, especially on others touched 
directly by that person’s life. Life insurance exemplifies one way of meeting the need to repair 
that economic impact. 

Financial planners recommend the use of life insurance to accomplish many goals. For example, 
some use life insurance to pay for final expenses. Others use it to leave behind large estates, and 
still others use it to make sizable charitable contributions after death. All of these are adequate 
uses of life insurance. While people use life insurance for many purposes, in its most basic form, 
it serves as an instrument for replacing the income needed by survivors of a deceased person.

With the latter use in mind, insurance companies have developed financial underwriting 
guidelines to provide a general outline of coverage amounts for income replacement purposes. 
A basic answer most financial planners will give when asked the question “How much life 
insurance should I have?” is that a person should have at least 7-10 times their gross annual 
income. This allows the beneficiary to invest that amount at a reasonable rate of return (say 
5-8%), with the investment earnings to replace the income that was lost with the death of 
the deceased. Although this is a very simplistic answer, it is a great starting point to use when 
determining if you have adequate life insurance coverage.

Another calculation used by some insurance agents is the younger a person the higher the 
multiple of income. The thought process is simply the younger the person the lower the income 
and the higher the need for protection.  The younger person may have college debt, home debt, 
family to protect etc. This assumes the older we get the higher our income and the lower our 
debt and obligations.  However this is not always the case, nor the only reason to purchase 
life insurance.  Remember life insurance can be used to create an estate as well as protect and 
estate. The following two worksheets are simple guidelines that help illustrate methods used by 
professionals to estimate the life insurance need.  Bear in mind, however, that these are only 
guidelines. You should consult with a life insurance professional or a financial planner to help 
you determine the proper amount for your specific needs and desires. 

The death benefits of a life 
insurance policy will pass 
“income tax free”, but they 
may be subject to estate tax.
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Common Multipliers Used By Insurance Agents

Age Multiple Need

Under 30 20 x $____________(income)  =  $______________

30-39  16  x $____________(income)  =  $______________

40-49  12 x $____________(income)  =  $______________

50-59  8 x $____________(income)  =  $______________

60-64  5 x $____________(income)  =  $______________

65 and up 3 x $____________(income)  =  $______________

How Much Do I Need?
Sample Life Insurance Worksheet

Income:

1. Total gross annual income your family would need if you died today: $________ 

2. Surviving spouse annual gross income: $________

3. Income to be replaced (subtract line 2 from line 1): $________

4. Capital needed for income (factor from table below times Line 3): $________

 Years Needed Factor Years Needed Factor

 10 8.1 30 17.3

 15 11.1 35 18.8

 20 13.6 40 20.0

 25 15.6
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Expenses:

5. Final expenses (typically the greater of $15,000 or 4% of estate): $________

6. Mortgage and other debt obligations: $________

7. College costs in today’s dollars 

(Factor from table below times Line 4 for each child)       $________

(Factor from table below times Line 4 for each child)       $________

(Factor from table below times Line 4 for each child)       $________

Total college costs $________

  Years Before College  Factor

   5   .82

   10   .68

   15   .56

   20   .46

8.  Total capital needed (add Lines 4, 5, 6, and 7):  $________ 

Assets:

9. Savings and Investments (all bank accounts and investments): $________

10. Retirement Savings (IRAs, 401ks, Pension Plans): $________

11. Present amount of life insurance (Individual & Group): $________

12. Total income producing assets (Add Lines 9, 10, and 11) $________

Life Insurance Needed:

Life insurance needed* (subtract Line 12 from Line 8): $________

* This may not be the only amount of life insurance you need, but it illustrates the concept and, more than likely, should be 
the minimum amount you should consider. Inflation is assumed to be 4%. The rate of return on investments is assumed to be 
8%. Changing either or both of these assumptions would change the results.  Source: Trends in College Pricing, The College 
Board 2006.)
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Common Questions about Life Insurance
Should I count on my group life insurance?
Because you as an employee usually do not keep your group life insurance if you terminate your 
employment, do not count on it or consider it as part of the benefits when you are calculating 
how much coverage you will need. Your employer often provides group life insurance, which 
usually is a type of term life insurance. For the premium the employer pays, you usually get a flat 
amount of coverage or a multiple of your salary. 

In most group plans, if you want to continue life insurance after departing employment, the 
costs will go up appreciably and become your responsibility. Group life insurance is a great 
benefit while you are employed at the company, but it has little value when the relationship ends, 
unless you choose to pay those increased rates to keep it in force. However, if you terminate 
employment, one reason you might choose to keep the group coverage, even if the cost is higher, 
is the possibility that you might become uninsurable. Your group life insurance policy could be 
your only opportunity to continue your life insurance coverage. 

Should I purchase insurance on my spouse, who does not work outside the home?
Homemakers provide a major benefit to the family. Often individuals do not equate the 
services provided by a stay-at-home-parent with income, or potential financial loss. However, 
by assigning a financial value to the services provided (e.g., daycare, meal preparation, house 
cleaning, laundry service, etc.) you quickly realize the financial burden that would materialize if 
that homemaker were no longer around to provide such services. 

How much is a non-working (as defined as a non wage earner) worth?
This is something couples must discuss. You should base the amounts on your own services and 
life-style. The costs of these services may decrease as children get older and become more self-
sufficient. In addition, many life policies will include a spouse on a rider to a primary policy, with 
a lower cost than purchasing two separate policies. Having the non-income-providing spouse 
insured offers peace of mind, and in the event the primary insured and income provider dies, 
the survivor can normally continue the insurance without additional insurability requirements. 
Additionally, if the “homemaker” eventually decides to work outside the home, with an income 
to be considered in the household’s financial budget, life insurance on that whole income will 
become important. So why not have the coverage in place? Then it would simply be a matter of 
increasing the amount.

Should I purchase insurance on my children?
This is a tough one to consider. There are two logical reasons to have insurance on your children:
1. For burial/final expenses
2. To guarantee insurability in later years

By insuring your children, even covering them on a child rider on your policy, you have given 
them the right to keep, and in most cases increase, the coverage on their own life, even if health 
changes make them otherwise uninsurable.
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I must tell you that I was relieved that I had a child/family rider on my own insurance policies 
when my youngest child was born with a hole in her heart, and at her birth we were not sure 
what the future would be, not only for her life, but also for her insurability options. Because of 
the child rider, I know she will always have life insurance, even if insurance companies classify 
her as “uninsurable” in her later years. 

Again, this was a rudimentary discussion of life insurance to give you a starting place for your 
education on the subject. Now let’s consider the basics of trusts. 

Establishing a Trust
You can establish a trust for the benefit of beneficiaries you select (persons or entities). A trustee 
is a person or an institution that holds and manages property in a trust for the benefit of those 
persons or entities (beneficiaries) you have selected. A simple trust agreement requires the 
distribution of all current income to the beneficiary. On the other hand, you might set up a 
more complex trust that gives the trustee discretion as to the amounts and timing of those 
distributions.

If leaving assets outright to heirs is OK, why have a trust? “To avoid probate and possibly estate 
tax,” you may say. That could be true, but if you are going to have a trust, wouldn’t it make 
more sense to leave the assets to the heirs in a living trust, so that they will be protected from 
outside forces, and the trustee can control the distribution of the estate?  Many people 
do the right thing in having an attorney prepare a living trust. However, they often make some 
very common mistakes because they fail to think through their own values and objectives, or to 
investigate how to make the most of the trust they are creating.

Maybe you should consider setting up your living trust to place the assets in a bypass trust at 
your death. The bypass trust continues indefinitely, for the entire lives of your children, and, if 
desired, generations to come. The trustee can distribute the income to your heirs, according to 
your precise instructions (when and how). I will add one caution: if you set up a bypass trust, 
manage the trust carefully. Failure to manage a bypass trust correctly is a common mistake. The 
thing to remember is that assets in a bypass trust should have two objectives:
1. Grow as much as possible.
2. Generate minimal taxes.

Furthermore, if you establish a trust, select the proper successor trustee. A trust may list all of 
the children as successor trustee(s), or it may single out just one child. Either of these decisions 
could be setting the stage for disaster that will create hard feelings among siblings. You may want 
to consider naming a professional as your successor trustee, a trustworthy attorney, accountant, 
financial advisor, or trust company, who will help make sure your wishes are carried out, and you 
can possibly avoid leaving a family feud as your legacy.
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Common Mistakes in Using Trusts for Estate Planning
1. Holding property as joint tenants with a spouse
Many couples hold property as joint tenants. Generally, this arrangement turns out to be a bad 
idea. Here is why: If the spouses hold the property as joint tenants, the deceased party has the 
capital gains erased on his or her half, but when the surviving spouse sells the property, the 
capital gains tax will be due on the other half. 

You may want to consider holding appreciating assets with your spouse as community property 
instead. This way, when one spouse dies, the other spouse can sell the property without taxes; all 
prior capital gains are erased. As you explore your options with an attorney, you may discover 
that joint tenant in common, joint tenant with rights of survivorship, or one of the many other 
ways of titling property and accounts, will serve you even better. 

2. Holding property jointly with your kids
Holding property jointly with your kids or someone else may not be a good idea either. If 
someone sues your son or daughter after a car accident, the plaintiff can come after the assets 
you hold jointly with them and force the sale of those assets. 

If you discover the need to change the title on an asset, it is a fairly simple process. For your house, 
you can usually get the right form at your county recorder’s office or a nearby title company. For 
brokerage accounts, contact your advisor. And for bank accounts, consult your banker.

3. Improperly including life insurance in your trust
A costly mistake people make is improperly titling life insurance contracts and including them 
in trusts. Make sure life insurance proceeds do not end up in your living trust, unless you design 
an irrevocable life insurance trust. This specifically designed trust allows for the passing of life 
insurance proceeds. You can avoid having life insurance end up in your living trust by simply 
naming contingent beneficiaries on the life insurance contract. However, if the insured or a trust 
is named as the owner of the life insurance contract, a taxable event may occur, even though the 
proceeds were passed through to the beneficiaries. To help you understand, we will return to the 
life insurance contract. A life insurance policy has four parties to the contract:
1. The Owner – the person who controls the policy and has legal ownership.
2. The Insured – the person whose life is insured.
3. The Insurer – the insurance company.
4. The Beneficiary – the party who will get the death benefit when the insured dies.

Many insurance agents automatically establish the life insurance policy with the same person 
named as owner and the insured. This can be a costly mistake. If you are the owner and the 
insured on your life insurance policy and you die, the life insurance death benefit indeed will 
pass to your beneficiary income tax free, however the death benefit amount will be calculated as 
part of your estate value, and estate tax will apply to any amount over the exclusion allowance. 
In other words, the beneficiary gets the money and your estate gets the tax burden.
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One solution is to make the beneficiary the owner of the policy as well. This will keep the death 
benefit out of your estate. However, it also removes control of the policy from you, meaning 
that the owner could use the cash value (if any is available), pledge it as collateral for a loan, or 
change the beneficiary to someone else. Another option is to name a trust as both owner and 
beneficiary. However, this could lend to higher taxes for the trust and potentially your loss of 
control. 

These simple estate-planning mistakes, and many others, can generate big costs. Follow some 
basic rules: avoiding probate by using a living trust, use life insurance and trusts carefully and 
potentially minimize taxes by holding appreciating assets as community property. 

When setting up your estate plans, and using trusts to accomplish your wishes, you should 
examine your own goals and values. A qualified estate-planning attorney can offer useful advice 
on which assets to title into trusts (and which trust or trusts would best serve your needs), which 
to transfer on date of death, which to hold as community property, etc.

Summary
As with any part of your financial plan, you will normally have several options to consider and 
you should base your choices on your own personal needs. Life insurance is a great way to create 
an estate, leave cash to an estate, pass on wealth to others, generate charitable gifts upon your 
death and enrich others or organizations of your choice. But you should do proper planning to 
minimize the taxes burden you could also pass to them. Consult a qualified financial planner 
and estate attorney who thoroughly understand insurance contracts and trusts, as well as the tax 
consequences and advantages of these instruments, and can advise what arrangements fit best 
with your Quality Life Plan™.
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Call to Action

•	 There are two big “D’s”: Death and Divorce
•	 Both of these can create a financial drain on the family.
•	 “What IF I leave?” Have you prepared your answer?
•	 What about Life Insurance?  Given the comparisons, 

what are the four basic types of life insurance policies?
•	 The apartment _______________________
•	 The mobile home _______________________
•	 The condo  _______________________
•	 The house  _______________________

•	 How much life insurance do you need? 
•	 Who are the owners and beneficiaries of your life 

insurance polices, including those through employers?

Policy Owner Beneficiary

•	 What about Trusts?
When meeting with an estate attorney or other financial professional, you 
should not hesitate to go over the following questions and press for detailed 
answers and further explanations.

•	 Should you use a bypass trust?
•	 Should you use an irrevocable trust?
•	 Should you have a dynasty trust to pass the assets over 

several generations?
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•	 Do you have proper advance directives?
•	 When you cannot make decisions or act on your own, 

durable powers of attorney give another person the power 
to act on your behalf, healthcare powers and directives 
empower another person to make medical decisions, 
and financial powers and directives empower others to 
make financial decisions. You should have these papers 
in order. Who would be the best person or persons to 
make these decisions for you? A family member, a trusted 
friend or advisor, an institution? 

•	 Should you have a qualified personal residence trust 
to pass a residence and the value of that residence at a 
discounted value to heirs while establishing the rights 
to continue to live in the residence for a pre-established 
time?

•	 Should you have a grantor trust to pass assets at a 
discounted value?

•	 Should you have a 2503c trust to hold assets for minors?
•	 Should you avoid a trust altogether for the possibility 

that you might need skilled medical care?
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Chapter 10
Leaving a Legacy

You will leave behind a legacy, either by default or by design. You get to decide which it will 
be. In his book, Leadership Gold, John Maxwell stated, “People will summarize your life in one 
sentence, pick it now.” 

This goes back to the eulogy you wrote for yourself in an earlier chapter. An essential part of 
your Quality Life Plan™ is preparing what you will leave behind as a legacy. A legacy is more 
than just leaving money; it is the impact you leave on the 
lives of those you touch. A legacy is what you will leave 
for the next generation. It can be possessions and it can 
be principles you lived by, which carry on beyond your life.  

A legacy is the lasting impression others will remember 
after you leave. The quality of life you live each day molds 
and can affect others. It becomes the legacy you will leave. 
The kind words you speak (or harsh ones), the notes of 
appreciation or encouragement (or complaint) you write, 
and the quality of the time you spend (or the lack of it) 
all build your legacy. The influence and legacy you leave 
may be for your family members, but could reach well into the community where you live, your 
profession, even to others you encountered at the grocery store or on the football field.

Someday you will no longer walk upon this earth. When that day comes, your legacy will be 
established. If you are intentional about creating your legacy, others will not have to wonder 
what your life purpose was. Choose today the legacy you want to leave. Then begin to live that 
legacy.  

For now, let’s focus on the legacy most people think about leaving: “What material things do 
I plan to leave for others?” It may be your desire to leave wealth or tangible items to family, 
friends, your church, or a favorite charity. You may want to have a building, stadium, or country 
club named after you. Maybe you simply wish to leave clear direction on how to distribute your 
personal belongings and conduct your final affairs. Any or all of these can be parts of a legacy. 

For the material parts of your legacy, you will need help with your plan, which involves the 
assistance of an attorney. I strongly recommend that you consider consulting with an attorney 
who specializes in estate planning. An estate attorney is one who specializes in the specifics 
of the laws for asset distribution, 
wills, trusts, powers of attorney, 
and probate laws for your home 
state.  

A legacy is more 
than just leaving 
money; it is the 
impact you leave 
on the lives of 
those you touch.

Photos, letters, and memorabilia 
can be priceless to your children 
and grandchildren.
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I also suggest you consult an elder law attorney. Elder law is a highly specialized field where the 
attorney understands elder law issues, health care concerns, and Medicaid laws you may face in 
your later years. By using both an estate attorney and an elder law attorney, you can avoid some 
costly mistakes and leave behind a financial legacy that leaves behind harmony rather than strife.

Legacy – by Default or Design
We will all leave a legacy, either by default or by design.  In the last chapter, you read about the 
plans you can make with life insurance purchases and trust arrangements. These are ways to 
design your legacy. In most states, if you do not create a written last will and testament, your 
legacy is by default. The state will create one for you when your estate plods its way through 
probate. In other words, you can design a plan, or the court system will design a plan for you. 
Probate courts design plans every day for those who failed to plan while living. Thus, it is crucial 
that you prepare a will. Because I am not an attorney and state laws vary with the myriad 
possibilities for structures and choices in wills, I will not go into the details of wills here. Most 
advisors would recommend that you meet with a qualified estate attorney in your state in order 
to discuss the options you might desire.  I agree and add that you should leave a legacy by design 
and not leave it to default and chance.  

Your Personal Legacy
Leaving a personal legacy is not just about money or tangible assets. A legacy is also the 
memories, the letters, the photos, the journals, and the impacted lives around you. Most people 
love to read autobiographies, historical journals, or diaries, stories of what life was like for those 
who lived before them. You can create your own life documentary of the current times, which 
will be times of the past someday. Besides leaving behind tangible items, leave memories others 
can cherish in future generations.

If you have family photographs, especially old ones, take the time to write the names of the 
people you know in those pictures. Otherwise, those pictures will be meaningless, and their 
riches will be lost to the next generations.

One way you can create a personal legacy is to start a tradition of writing each family member a 
personal note or love letter each year. You could time these letters to the day (or days) when you 
review your financial plan, or maybe it will be around Thanksgiving, Christmas, or New Years. 
Simply craft a letter and let them know your thoughts. Even if you file it away and they do not 
read it until you are gone, it will hold meaning for them, and you can leave an impact on their 
lives. 

If you keep a journal or diary, write often. Express your feelings, thoughts, the events you are 
facing, the wisdoms you learn, and your life experiences. Photos, letters, and memorabilia can 
be priceless to your children and grandchildren. These help make the legacy you pass to future 
generations. Do not think your life is unimportant, boring, or meaningless. Everyone has a 
story to tell, let others know yours. It may just be that the short letter you write, even an email 
message, will change a future life forever. We all have a purpose, and one way to share that 
purpose in our life and our thoughts is through the power of pen and paper.
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Art and Other Treasures
Part of your legacy will be the things that decorate the places where you live, your home and 
your office, even the cars you own. Some of those things your family and friends will treasure 
are things you ignored because you paid almost nothing for them, like: your pocket knife, the 
pool cue or the green dish you always set out with the cranberries at Thanksgiving. Other items 
will have even more meaning: your watch, the china dishes or wedding rings. Maybe you collect 
and cherish artworks, with a story of where you 
bought each piece, which hang from the floor to 
the ceiling in every room of your house. Or maybe 
it is just one special scene that always hung over 
the mantel. Talk to your family and friends about 
these treasures. Let them know the stories, the 
values. Find out if someone loves some special 
item as much as you do.  You may want to name 
specifically who will get what, or you may want to 
establish a method for distribution among several 
siblings like asking that they do a round robin to 
divide the items fairly after you are gone. 

Charity and Foundation Giving
If you desire to leave a legacy to a charity or establish a foundation, this is admirable. As you 
read in an earlier chapter, consider using life insurance as an economic means of creating an 
enhanced gift to leave behind. You can leave a much greater amount by purchasing life insurance 
than simply leaving them your cash. By proper planning, you can enjoy tax benefits while living, 
and create larger lump-sum gifts upon your death. 

In covering issues that are extremely personal, I hope this chapter has helped you continue to 
work through your own Quality Life Plan™, and that you will truly leave a legacy that makes 
the world a better place because you lived and because you planned.

In covering issues that are 
extremely personal, I hope 
this chapter has helped you 
continue to work through 
your own Quality Life 
Plan™, and that you will 
truly leave a legacy that 
makes the world a better 
place because you lived and 
because you planned.
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Call to Action

A legacy is what you will leave behind either by default or by design. What 
will your legacy be? Remember, your legacy is more than money. Recently I 
heard a person say in the eulogy: “A fleeting presence leaves a lasting impact.” 
What will your impact be? 

•	 Do you have a written life plan? 

•	 Do you have a will, trust, durable powers of attorney, 

healthcare and financial care powers and directives?  

•	 Have you written love letters? 

•	 Are you leaving a journal or diary for others to read? 

•	 Have you documented your heritage, leaving captioned 

photos, special scrapbooks, and other memorabilia?

•	 Do you want to leave a legacy to a charity or foundation?

•	 Will you pass to your children or others your life legacy? 
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Chapter 11
Hire the Right Professionals

During your lifetime, you will encounter a number of people who will make up your “Team of 
Advisors” for your financial plan. The choice that you must make is whether to develop your 
“team of advisors” by design.

Who are these advisors? A mortgage consultant assists you with purchasing a home. A tax 
advisor assists you with your taxes. A legal advisor assists you with establishing a will, trust, or 
other documents. An insurance agent assists you with insurance products such as life insurance, 
health insurance, automobile insurance, and homeowners or renters insurance. An investment 
advisor assists you with investments.   A banker assists you with checking accounts, loans, and 
possibly savings for emergencies. College financial aid officers, retirement plan administrators, 
work benefit consultants, and many others assist you in making life decisions, investments, 
or product purchases. This team of professionals will give you direction, services, and advice 
through all these financial decisions.  

Answer the following questions:
1. Are you living in a time-starved information overload? 
2. Do you often get contradictory information? 
3. Would it help simplify your life if you could find one person to act as your financial 

coordinator?
4. How often do your advisors communicate with each other to make sure the recommendations 

are coordinated to achieve your financial goals and desires? 

If you answered “yes” to any of the first three questions and “never” to the last one, you should 
seek a solution. The solution could be to seek out a financial advisor or planner, who will act as 
the coordinator of your financial team, working on your behalf to help you achieve your financial 
dreams. 

However, your financial planner and team of advisors will only reach their full potential of 
usefulness after you have developed your own Quality Life Plan™ and your financial blueprint. 
As we discussed in previous chapters, the blueprint of your financial house begins with you. It 
means doing the due diligence to determine your dreams, your vision, your values, and your 
goals, putting them on paper, and specifically applying the blueprint of your financial house to 
these objectives.  
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Role of the Financial Advisor
Historically, financial professionals have been the principle mode of product distribution from 
insurance, financial institutions, and investment companies to the general consumer. These 
advisors help educate you as the consumer about insurance products, investment products, 
retirement plans, and ways to manage risk and choose the particular financial products that fit your 
personal needs. Advisors deliver service to the consumer 
who has purchased products and act in the advocacy 
role on behalf of clients with financial institutions, 
government agencies, and insurance companies. More 
than ever, individuals and small business owners are 
relying on the advice of financial professionals regarding 
cost-saving measures and coverage options.  

Financial professionals receive compensation for assisting 
you in making the right decision, purchasing the right 
product, evaluating the right investments, and for helping 
you design a financial plan. They do this through conducting needs assessments, client education, 
and plan design, following through with execution of the plan, assisting in making changes as 
required, and building a trusted relationship with you. The role of the advisor is to work with you 
to help you achieve your financial goals, through professional guidance and recommendations. 
If you do not have a strong and trusting relationship with your advisor or advisors, you should 
find someone else.

Finding Qualified Financial Professionals
When you want to find a financial professional, you have several options: search the web, look 
in the yellow pages, or talk to a friend or co-worker. Or you can enlist professional resources to 
locate financial professionals?  

Professional resources from professional financial planning organizations (e.g., local chapters of 
the National Association of Insurance and Financial Advisors (NAIFA), the Financial Planners 
Association (FPA), the Society of Financial Service Professionals (SFSP), or even local colleges 
or universities who offer courses toward the professional degree of Certified Financial Planner 
(CFP)) can help you with your search. But the best way to locate a trusted financial advisor may 
be to ask your neighbors or friends for a word-of-mouth referral, which can be a better use of 
your time than searching through phone books, the internet, or even professional associations.

Selecting an Investment Manager
Like other rapidly changing industries, financial management is complex. Most people do not 
have the time or resources to effectively research the thousands of investment choices or the 
hundreds of products to purchase. In the absence of this crucial research, we often rely on past 
performances. Financial professionals and money managers like to show what they have done in 
the past, but the bigger question should be, “What are you going to do in the future?” Although 
no investment advisor can predict your future or the future rate of return, you can expect to 
know the methods or systems for handling your investments. Not only how you will enter the 

The role of the advisor 
is to work with you to 
help you achieve your 
financial goals through 
professional guidance 
and recommendations.
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market, but also how your investment will be protected in volatile times. How will you exit the 
market if you need your money or the markets are no longer favorable for your investment?

Performance should not be the only thing you consider when investing, or in picking a 
professional financial advisor. Different investment categories or asset classes tend to go up 
and down at different times. Different benchmark indices track the varying investment styles. 
Just showing a return is not enough information for 
you to know how the investment manager is doing. 
It is important to inquire about account management 
practices and how performance compares with other 
portfolios invested in a similar asset class.

Even if you have an excellent referral, selecting a 
financial professional or investment manager, means 
asking a series of questions. You might use the following 
sample questions (and explanations you should know 
in italics) when you are interviewing your prospect:

How long have you been managing money? It is important to know the track record and 
commitment of the manager to the firm. As in any industry, professionals move from firm to firm 

and job to job within the firm. It is important 
to know that the team leader, or manager, has 
experience and history, if not with the current 
firm, at least in the industry or niche: length 
of time managing money, access to a qualified 
team, total number of years of experience for the 
team or firm. 

How long has your investment team been 
working together? It is reassuring to know how long the team of people you are intrusting 
your financial future with has been together. However, just because a team is young or new does 
not necessarily make them less qualified. It is also important to see how they interact, and what 
the vision and plan is over the next several years. High turn over in the firm, however, should 
raise a flag, prompting you to question why.  

Do you have a specific strategy for buying securities and, more importantly, do you 
have a strategy for selling them? It is often easier to find the right security to buy than it is 
to admit it is time to sell. Allowing emotion to control logical decision making, “falling in love” 
with an investment, may make you unwilling to sell it for gain. The other risk is selling it based 
on emotion, acting too soon, when the market is still making adjustments. The secret to buying 
and selling securities is having a disciplined approach, with all the key factors outlined in the 
beginning. Set the price you are willing to buy, and then set the return you will be satisfied with 
making. When the investment hits the triggers you set, take action and move on to another 
investment. Do not get emotionally attached to the securities you own.

Although no investment 
advisor can predict your 
future or the future rate 
of return, you can expect 
to know the methods 
or systems for handling 
your investments.

Even if you have an excellent 
referral, selecting a financial 
professional or investment 
manager means asking a 
series of questions.
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Will you compare performance of my investments with an appropriate benchmark? 
Different investment categories or asset classes tend to go up and down at different times and 
several different benchmark indices are designed to track these varying styles of investment 
management. You should compare each manager with a portfolio invested in a similar asset 
class. Do not think that all managers invest with the same styles, philosophy, or strategies.

Is my reward equal to the risk I am taking? It is not just about the rate of return. It is also 
important to look at volatility. Achieving a consistent rate of return, which causes a portfolio 
to appreciate faster due to the power of compounding, is usually better than drastic highs and 
lows. You should at least know something about the following three areas that measure the level 
of the investment’s risk: 
 a.   Standard Deviation: the statistical measure of dispersion above or below an 

average. This measure depicts how widely a portfolio’s returns varied over a certain 
time period. We use this statistic to predict the most likely range of returns for a 
given investment or portfolio. A high standard deviation means the predicted range 
of performance is wide, implying greater volatility. A low standard deviation means 
the predicted range of performance is narrow, implying less volatility.

 b.   Beta Ratio: a relative measure of a portfolio’s sensitivity to the movements of a 
given index. A beta ratio of 1.0 would indicate that a portfolio moves entirely in 
tandem with the benchmarked index. A beta ratio of 1.1 would indicate that a 
portfolio is 10% more volatile than its index, while a beta ratio of .9 would indicate 
it is 10% less volatile. In general, it is better to have a high beta ratio in a rising 
market and a low beta ratio in a declining market.

 c.   Alpha Ratio: a measure of the difference between a portfolio’s actual return and its 
expected performance as measured by its beta ratio. A positive alpha ratio indicates 
that the investment or portfolio has performed better than its beta ratio would have 
suggested, while a negative alpha ratio indicates it has underperformed.

Picking Your Advisors 
Some people feel that they need to switch financial advisors when they see investment returns 
declining, or they start to feel ignored. Although these may be justified reasons to switch, here 
are ten questions that will help you decide if you should keep or change your current financial 
advisor. List the advisors you currently have a working relationship with and then ask the 
following questions to see if your current financial advisors are taking good care of your financial 
house.

Your current advisors

    Name    Yes or No

Attorney   ___________________________ ________

CPA    ___________________________ ________

Tax Advisor   ___________________________ ________

Home Insurance Agent  ___________________________ ________
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Auto Insurance Agent   ___________________________ ________

Life Insurance Agent   ___________________________ ________

Disability Agent   ___________________________ ________

Long-Term Care Agent  ___________________________ ________

Health Insurance Agent  ___________________________ ________

Investment Advisor or Broker  ___________________________ ________

Financial Planner   ___________________________ ________

Bank Trust Officer  ___________________________ ________

Mortgage Broker   ___________________________ ________

Real Estate Agent  ___________________________ ________

Now, ask yourself the following questions with each of your advisors in mind and fill in yes or 
no as your overall feeling for each:
1. Do you think he or she is truly concerned about you and your goals? ______
2. Does he or she listen to your concerns, desires, and dreams? _____
3. Does he or she ask questions about what you want, or do sense you are being “sold” a set 

agenda? _____
4. Do you understand the “plan” he or she is presenting to you? Do you really understand it? 

_____
5. Does your investment portfolio or your insurance coverage reflect your risk tolerance? 

_____  
6. Do you think your investment holdings or insurance coverage reflect your personal social 

views, your views of the market or economic future? _____
7. Do you have consistent communication with your advisor in good times and in bad? _____
8. Is your advisor educating you, involving you, and helping you feel comfortable with how 

you are going to achieve your desired results? _____ 

Do your homework and make sure the person you choose to work with not only understands 
your concerns, but also is managing your money based on your values, expectations and risk 
tolerance, and not his or her own expectations and risk tolerance.
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Advisor Qualifications 
In today’s professional investment arena, you will find many different types of advisors, holding 
any number of licenses or degrees, belonging to any number of professional organizations, and 
selling different sets of investment products. Licensing and certification requirements may limit 
the services offered. Some advisors only charge fees, while others charge fees and/or receive 
commissions from selling products. Advisors may be captive to working with a particular 
company, or they may be independent. Regardless of these differences, you need to make 
sure that the advisors you choose are willing to represent your interests above the products or 
companies they are contracted to offer or sell.  

To Help You Sort Through The Maze of Potential Advisors, Do The 
Following:
1. Listen to your instincts and feelings.
2. Interview the advisor and, using the above questions, see if your interests are foremost.
3. Do not agree to buy anything in the first meeting with the advisor.
4. If an advisor is talking more than listening, is condescending to you, or makes you feel 

embarrassed or uneducated, find someone else.
5. Ask the advisor for a resume, qualifications, organizational memberships, industry 

involvement, and client retention percentage.
6. Find an advisor you are comfortable and feel you can trust.
7. Again, listen to your instincts and feelings.
8. Most importantly, do not rush.  

More important than the advisor’s knowledge or technology is the relationship you feel you can 
build with him or her over the years ahead. Do you really feel you can trust this person to put 
your interests first at all times? Is it all about you, your desires, your goals, your dreams, or is it 
about them, their products, and their agenda? Find an advisor with whom you want to have a 
long-term working relationship, an advisor you feel you can trust, be honest with, and who will 
give you straight answers, not just what you “want to hear.”

Licenses
Financial professionals hold many different types of licenses. State insurance department and 
state securities departments regulate insurance agents and financial advisors, and require various 
licenses, depending on the types of services or products offered. Many are also regulated by 
federal regulations and agencies. They receive extensive training prior to taking written exams 
and continuing education is usually required for agents or advisors to maintain each license. 
You will find a list of some of the common licenses in the Appendix of this book. There are 
additional licenses that allow individuals to sell other specific types of insurance or securities 
products, but those listed are the most common and basic licenses registered representatives will 
need to conduct business.  
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Designations
Earning designations requires financial professionals to take a sequence of college-level courses 
from certain educational providers and upon successful completion of exams allows them to use 
designations behind their name. Some of the most common designations, which are recognized 
in the industry among colleagues and clients as respected levels of achievement, are CFP™ 
– Certified Financial Planner™, CHFC® – Chartered Financial Consultant, CLU® – Charted 
Life Underwriter, LUTCF – Life Underwriter Training Council Fellow, and Certified Insurance 
Counselor, CIC. You will find many additional designations, and new ones are created regularly. 

The main thing to remember is that designations indicate that an individual took the time to 
seek the professional title. They do not, however, automatically make the person an expert or the 
best advisor for you. You must make sure that the financial professional understands your needs 
and can apply the acquired knowledge. Most importantly, you must feel that the professional is 
someone you can work with, trust with your money, and who is willing to work with you as a 
team to help you build your financial future.

If you are working with a financial professional, you may ask about professional designations or 
look for the initials representing designations. You will find a list and explanations of common 
designations for the financial industry in the Appendix of this book, on the Internet, or through 
the American College of financial planners.  

Professional Organizations  
Financial professionals typically belong to a number of organizations. Although again this does 
not guarantee trustworthiness or even professionalism, it does mean that an individual has paid 
membership dues to belong to the organization and in most cases will participate in continuing 
education meetings with industry peers. Most of these organizations exist to promote high 
standards of ethics, integrity, accountability, and academic development. By becoming a member 
of these types of organizations, an advisor is at least appearing to want to be a professional and 
ethical member of the industry. You will find a list of the most common associations in the 
Appendix.

When you see that an advisor holds the proper licenses, designations, degrees, and belongs 
to professional organizations, odds are better that this is someone who wants to provide you 
with the proper professional service. Even when you see an impressive resume, always use good 
judgment and rely on your instincts and feelings. Remember, you must be willing to trust this 
counselor with your money, as well as your family’s financial future.
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Chapter 12
Timing Your Life

Life seems to be busier today than ever before. We rush to work, rush to pick up the kids after 
school, rush to exercise classes, rush through dinner, rush to get to bed so we can wake up and 
rush to do it all again. Time just flies by. It may be time to reconsider how you spend your time. 
It may be time to reduce stress in your life. It may be time to think about how you want to really 
live. 

While money provides the resources that allow us to live, money of itself does not create 
happiness. As the lack of money can create stress, so can the abundance of money. In an earlier 
chapter, you learned that money does not control you; you control your money. If you are 
allowing the stress of money to control you, it is time for you to learn to LIVE the life that will 
warrant the eulogy you wrote for yourself, to accomplish your Quality Life Plan™.  

If you have done the exercises in this book, you may have noticed that you are not where you 
want to be, or not where you are supposed to be, at your age. How do you get there from here? 
First, you need to find out exactly where you are.  

You should have already done an exercise that showed you where and how you spend your 
money. The following exercises will show you where and how you spend your time.
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Complete your own simple time budget goals
Like a financial budget helps you plan your spending, a time budget will help you plan the ways 
you spend your time. How will the time you spend reflect what you said in the eulogy you wrote? 
With the same 24 hours in a day as everyone else, how do you want to spend your time? As was 
true with your financial budget plan, your time budget is a flexible spending plan that allows you 
to control the ways you spend your time so you can begin to enjoy your life. Consider your own 
time and break it into categories as you would like to spend your time. Use these activities as 
examples, but make your list personal. This is your list. Be brutally honest with yourself. When 
you have completed this list, do the following challenges.

 Activity My Goals %

 Work _____%

 Play (other than Computer Games) _____%

 Sleep _____%

 Immediate Family _____%

 Extended Family _____%

 Friends _____%

 Worship _____%

 Prayer _____%

 Reading _____%

 Exercise/Sports _____%

 Entertainment/Movies/Computer/TV _____%

 Meals _____%

 Shopping _____%

 Gardening/Working around the House _____%

 Computer/Cell/Internet/IPhone/Blackberry _____%

 Total 100%
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14-Day Challenge #1

Week 1: Record the ways you actually spend your time.
Sunday Monday Tuesday Wednesday Thursday Friday Saturday

Week 2: Take a break. 
Week 3: Record the ways you actually spend your time.

Sunday Monday Tuesday Wednesday Thursday Friday Saturday

Analyze your results/habits. Where could you decrease the time you spend on certain activities 
that are not on your priority list?
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14-Day Challenge #2

Week 1: Record the ways you actually spend your time.
Sunday Monday Tuesday Wednesday Thursday Friday Saturday

Week 2: Take a break. 
Week 3: Record the ways you spend actually your time.

Sunday Monday Tuesday Wednesday Thursday Friday Saturday

Analyze your results/habits. Where could you decrease the time you spend on certain activities 
that are not on your priority list?
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14-Day Challenge #3

Week 1: Record the ways you actually spend your time.
Sunday Monday Tuesday Wednesday Thursday Friday Saturday

Week 2: Take a break. 
Week 3: Record the ways you actually spend your time.

Sunday Monday Tuesday Wednesday Thursday Friday Saturday

Analyze your results/habits. Where could you decrease the time you spend on certain activities 
that are not on your priority list?
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Compare Your Actual Time as You Recorded t With Your Time Budget 
Goals.

 Activity My Goals % Actual %

 Work _____% _____% 

 Play (other than Computer Games) _____% _____% 

 Sleep _____% _____% 

 Immediate Family _____% _____% 

 Extended Family _____% _____% 

 Friends _____% _____% 

 Worship _____% _____% 

 Prayer _____% _____% 

 Reading _____% _____% 

 Exercise/Sports _____% _____%

 Entertainment/Movies/Computer/TV _____% _____% 

 Meals _____% _____% 

 Shopping _____% _____% 

 Gardening/Working around the House _____% _____%

 Computer/Cell/Internet/IPhone/Blackberry _____% _____%

 Total 100% 100%

As you compare your actual time with the ways you want to spend your time, reflect on the ways 
you have been spending your time.  Be honest with yourself. Consider how those hours have 
affected those around you who love you, those around you who count on you, and those around 
you who pay you for the work you do. 
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Chapter 13
Learn To Live 

Taking responsibility for your life takes the IFs out of your LIFE. This means learning to LIVE: 

 LEARN for a lifetime

 INVEST continually

 be VIGILANT in your faith, money, and time, 

 ENJOY your life.  

Finish Strong
Does it seem that the older you get, the faster life goes by? If you are like me, the years seem 
to be getting shorter and shorter; yet I know they are the same length as they were when I was 
young. You can decide how you want to spend your time. If you allow the urgent to control you 
instead of the important, the stress levels will be high. By focusing on the important over the 
urgent, you can be much more efficient with your time and enjoy less stress as well. To help 
yourself stay focused on a quality life, take as much time as it takes to develop your Quality Life 
Plan™, and plan to learn to LIVE.

LEARN for a Lifetime
Continued learning should be a way of life. Some studies claim that people who live a lifestyle 
of learning, staying mentally active, have a more positive outlook on life, which tends to lead 
to more happiness for those individuals and those around them. As is true of physical fitness 
and health, learning should occur in all areas of our life. With knowledge comes understanding 
with understanding comes peace of mind. Stress and worry are normally associated with not 
knowing facts, truths, or the future outcome of some event. You can minimize this stress if you 
pursue knowledge and understanding. You may not always like the facts or the results when you 
learn, but learning will take out much of the uncertainty so you can at least accept the outcome. 
The more you learn the better informed you are to be able to make the choices for your desired 
life style.

INVEST Continually
Investing in your future is important. Again, this is not just about investing in your financial 
future, but in all areas of your life. Investing financially will allow you to enjoy financial things 
in life. Investing in your mental and physical health will give you the vigor and energy to 
accomplish your dreams. Investing in the other areas of your life, children, faith, volunteering, 
and others, will allow you to enjoy life as a whole

When you invest financially, you should invest continually. The markets will move up and down 
constantly. Many financial professionals will recommend “dollar cost averaging,” which simply 
means to invest monthly, quarterly, annually or some regular interval, allowing the investment 
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to take advantage of movement in the market, which will average out over time. This same rule 
should apply when taking money out of investments, by doing it in intervals over time you get 
the advantage of movement in the markets and may have better average results than doing it in 
larger lump sums and in random timing.

Investing in your mental, physical health, in your family and faith will be just as important as 
your financial investing. What good would it do to invest financially and then not have the 
health to enjoy life fully? What good would it do to invest financially, have good health and 
then have no one around to share it with? If you do not invest in your life comprehensively, you 
will not enjoy it.

Be VIGILANT
Vigilance is up to you. Designing a plan, finding a trusted advisor and budgeting your time 
do not mean you can relax and forget about your plan. It is your future, so be vigilant. Things 
happen, things change, the unexpected occurs, so be on the watch, be ready, and stay informed. 
Being vigilant does not mean to spend your time fretting. It simply means you should be aware 
of what is going on and be actively involved with your plan.

ENJOY Life
Enjoy life along the way. To enjoy life, design your Quality Life Plan™, which will begin to take 
the “IF” out of your life.  

Make a plan that includes your financial goals but also considers your values, your vision, your 
mission and your dreams. Make a plan that allows you to live and leave a legacy by design. 
Include areas in your Quality Life Plan™ that address your health, life style, faith, charity 
organizations, and even pets that are important to you. Having fun is part of a healthy life, so 
build some fun into your plan. 

Getting Financially Organized
Get organized so you can reduce stress in your life. While you are organizing your finances, 
organize all of your living areas: your home, your office, your 
documents and your time. Being organized can help to reduce 
anxiety when your life hits the rough spots.

Leave a legacy. Spend some of your precious time writing 
journals, love letters, memories, and beliefs, the stories you 
want others to remember. Leaving letters or a journal for 
others to enjoy, now and after you are gone, may be one of 
the best gifts you can give. Along with your written words, 
take photos. This will allow your story and life to live for 
future generations. Convey your beliefs, your views, and your 
thoughts to others. In those generations to come, others can 
cherish what you leave behind, or they can have nothing. It all 
depends on what you do. 

Leaving memories 
that matter will be 
more important 
than leaving 
buckets of money. 
Leaving values to 
the next generation 
will be vastly more 
important than 
leaving big houses 
or fancy cars. 
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Leaving memories that matter will be more important than leaving buckets of money. Leaving 
values to the next generation will be vastly more important than leaving big houses or fancy 
cars. Developing your overall Quality Life Plan™ is even more important than developing your 
financial plan. I will say it again: It would be terrible to spend your life struggling up the ladder 
of what you considered success, finally arriving at the top to find that your ladder was leaning 
against the wrong building. 

Once you have designed your own Quality Life Plan™ and start to live it, you can begin to enjoy 
life and LIVE.
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Call to Action
Get Organized:

1. Do you have a current financial plan? 
2. Do you have a financial organizer? 
3. Where do you keep your important documents? 
4. Do family members know where to find these documents? 
5. Is your home organized? 
6. Do you live an organized life? 
7. Where in your life do you need help with organization? 
8. Are you ready to take action, design your Quality Life 

Plan™ and learn to LIVE?
9. What are the values, dreams, and life lessons you want to 

pass on?

Values
1. _______________________________________________
2. _______________________________________________
3. _______________________________________________
4. _______________________________________________

Dreams
1. _______________________________________________
2. _______________________________________________
3. _______________________________________________
4. _______________________________________________

Life Lessons
1. _______________________________________________
2. _______________________________________________
3. _______________________________________________
4. _______________________________________________
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Epilogue
Putting It All Together

It is time to move into your financial house. Paint the walls, decorate the rooms, and create 
a life worth remembering. As is true with any house, the plans you have laid out will need 
modifications. The roadblocks in your life will demand 
detours, adjustments, and corrections, and may force 
you to overcome what appear to be insurmountable 
obstacles. In any event, understand that the foundation 
you build will be in place to lend stability and security, 
and the Quality Life Plan™ you design will help you 
navigate your path. Unless you do the work to establish 
that plan, your house may literally crumble. 

My purpose in writing this book has been to help you develop a basic understanding of how 
to begin to create a financial plan, a life plan. I hope that along the way I have somehow 

communicated to you the importance of establishing 
your own Quality Life Plan™. When you have 
developed a strategy that empowers you to live your 
life to the fullest, you can create and leave the legacy 
that will linger as a lasting blessing to those who 
know and love you. Leave a legacy you can be proud 
of, even if it is not a material legacy. Remember, we 
will all leave a legacy, either by design or by default. 
Creating a strategy and designing a Quality Life 
Plan™ will allow you to pass your values and dreams 
along to the next generation, as well as your material 
net worth.

We must all face the reality that some day we will pass from this life, leaving behind our material 
things. We will also leave behind impressions of us on those who have been around us. Take 
time to reflect. Take time to complete all of the exercises, but especially make sure you do the 
“Values Exercise” and the “Eulogy Exercise.” With these, you will convey to yourself how you 
want to live and what you truly want to leave behind. Revisit these exercises from time to time 
as your life and goals change. If you then accept and continue to implement the challenges of 
the calls to action, they will translate into a message you demonstrate to others – on purpose.

Build your financial house and complete the 21-day challenge, design your time and financial 
budgets, secure your foundation of insurance coverage, save for your short-term, intermediate, 
and long-term dreams, and invest for your future. Begin to take the “IF” out of your life through 
proper planning, learn to LIVE your life to the fullest, and enjoying the journey along the way! 

Take the IF Out of Your Life and Learn to LIVE!

Leave a legacy you 
can be proud of, 
even if it is not a 
material legacy.

In any event, understand 
that the foundation you 
build will be in place to 
lend stability and security. 
The Quality Life Plan™ 
you design will help you 
navigate your path.
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Appendix A
Life Insurance Policy Riders, Options, and Provisions

Riders allow you to add increased coverage to your policy, such as a double death benefit for 
an accidental death, or child riders to cover your children until a certain age under your policy.  

Options are additional choices you can include in your policy (e.g., waiver of premium if you 
become disabled, non-forfeiture of the policy if you forget to make the premium payment, the 
right to increase your coverage amount at certain ages regardless of insurability, etc.).  

Provisions are normally included to allow flexibility (e.g., having your policy paid up for life 
after a certain number of years of paying premium). Keep in mind that each of these serves a 
purpose, but can increase your premium. Only you can decide if it is worth the added cost to 
you. Here are three coverage options you should consider:  

Accidental Death Option: This rider will pay an extra amount of coverage if you die by 
“accident.” Although most assume they will die as a result of an accident, I would give a word 
of caution: do not plan on this type of death to occur. If you want a certain amount of coverage, 
buy what you need. Do not apply for this option in hopes it will pay a higher death benefit at a 
time of urgent need. The need at death will be the same whether you die from an accident or a 
lengthy illness. Be sure you cover that need.

Waiver of premium: With this option, the insurance company will waive the premiums 
if the premium payer becomes disabled. The contract usually requires a person to be totally 
or permanently disabled for at least six months before this rider takes effect, at which time 
the insurance company waives premium charges and keeps the policy in force as long as the 
premium payer stays disabled. This could be a very valuable benefit, but it does cost extra and 
may never be used. The main thing to consider is that the chances of your incurring a disability 
are rather high, and it would be a shame to lose your life insurance because you became disabled 
and you lost the ability to pay your insurance premium. Why put your security at risk when you 
can take the IF out of it by purchasing this option?

Accelerated Benefit Settlement Option Rider (ABSOR): Insurers usually offer this rider 
at no additional cost with Whole Life or cash value policies over a certain face amount. This 
option allows the insured to use some of the death benefits prior to death during a terminal 
illness. Usually, the insured must have a life expectancy of less than 24 months.
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Appendix B
Advisor Designations

Accredited Estate Planner (AEP™), - The Accredited Estate Planner designation is given 
out by the Estate Planning Counsel and is only awarded to professionals who have shown 
exceptional skills in estate planning and met the requirements of the Estate Planning Council 
National Board of Directors.

Chartered Advisor for Senior Living™ (CASL™) – The Chartered Advisor for Senior 
Living is the first and only professional designation from an accredited, nonprofit educational 
institution to focus exclusively on the unique needs of mature adults.  

Charted Advisor on Philanthropy® (CAP™) – The Chartered Advisor on Philanthropy 
designation, offered through the Irwin Graduate School, requires a two-hour exam upon 
completion of course material focused on charitable giving and philanthropic planning.   

Certified Financial Planner™ (CFP™) – The Certified Financial Planner Board of 
Standards in Denver issues these credentials to those who have passed the 10-hour CFP exam 
and agreed to abide by the CFP Board of Standards code of ethics.

Certified Insurance Counselor (CIC) – Individuals who hold this general insurance 
designation conferred by the Society of Certified Insurance Counselors have successfully 
completed five 20-hour high-level courses, each followed by rigorous two-hour examinations 
focused on commercial property, commercial casualty, personal lines, and life and health 
insurance coverage, as well as agency management. In order to retain the designation, they must 
fulfill annual update requirements.

Certified Insurance Service Representative (CISR) – Individuals who hold this 
general insurance designation conferred by the Society of Certified Insurance Counselors 
have successfully completed five eight-hour courses, each followed by a one-hour examination, 
focused on commercial property, commercial casualty, personal automobile, personal residential, 
and agency operations. In order to retain the designation, they must fulfill annual update 
requirements.

Certified Long Term Care (CLTC) – This designation is issued to those individuals 
who have completed specific course studies in the area of long-term care insurance and who 
demonstrate an understanding how to use long-term care insurance in financial and insurance 
planning.
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Chartered Financial Consultant (CHFC®) – The American College issues this 
designation to those individuals with at least three years of industry experience, who have 
completed a series of 10 college-level courses and examinations. Recipients must sign a code of 
ethics and be active in The Society of Financial Service Professionals, a professional association, 
the year that they receive the designation. Courses focus on the use of investments and strategies 
in estate and financial planning.

Charted Life Underwriter (CLU®) – The American College issues this designation to 
those individuals with at least three years of industry experience who have successfully completed 
a series of 10 college-level courses and examinations. The recipients must sign a code of ethics 
and be active in The Society of Financial Service Professionals, a professional association, the 
year that they receive the designation. The course studies for this designation focus on the uses 
of life insurance products in estate and financial planning. 

Chartered Property Casualty Underwriter (CPCU®) – Candidates must pass eight 
examinations – one for each of five required courses and three for courses concentrating on 
either commercial or personal insurance coverage – to earn this designation offered by the 
American Institute for CPCU and the Insurance Institute of America. Course work includes 
ethics, risk management, accounting, finance, legal climate, as well as the property and casualty 
insurance fundamentals. 

Certified Senior Advisor (CSA) – Individuals who receive this designation have successfully 
completed CSA course work and examinations, and usually desire specialization in financial and 
estate planning for older adults. In addition to some basic planning concepts, the courses focus 
on understanding the needs of seniors: how they think, what they face in the aging process, and 
how to help them fund their later years.

Financial Services Specialist (FSS) – The American College awards this designation to 
candidates who successfully complete six courses of study, passing an examination after each 
course. The course materials focus on practical and technical knowledge of the financial services 
industry. 

Life Underwriter Training Council Fellow (LUTCF) –  The National Association of 
Insurance and Financial Advisors (NAIFA), in cooperation with The American College, issues 
this designation to those who have completed five course studies, passed the examinations, and 
are members of the local chapter of NAIFA the year they receive the designation. In order to 
use this designation, individuals must agree to adhere to the NAIFA Standard Code of Ethics 
and Professional Practice.

Long-Term Care Professional (LTCP) – This designation, obtained through successful 
completion of course studies and exams, focuses on the need and use of long-term care in the 
overall financial planning process. 
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Master of Science in Financial Services (MSFS) – This degree, offered by Irwin 
Graduate School, requires the successful completion of several courses and exams, in addition 
to a prerequisite bachelor’s degree. 

Mutual Fund Specialist (MFS) – This designation requires the completion of courses and 
exams focused primarily on mutual funds and the mutual fund market.

Qualified Financial Planer (QFP) – The QFP Board of Standards issues these credentials 
to those who have met academic requirements, have met industry experience qualifications, and 
agreed to uphold the QFP Code of Ethics.

Registered Financial Consultant (RFC) – The International Association of Financial 
Planners and the RFC Board of Standards issues these credentials to those individuals who have 
met certain industry and academic qualifications, and who have agreed to operate according to 
their code of ethical practice.

A few other designations you may encounter in the industry include: Certified Employee Benefits 
Specialist (CEBS), Health Insurance Associate (HIA), Registered Health Underwriter (RHU), 
Registered Employee Benefits Consultant (REBC), and Certified Risk Manager (CRM). This 
list in no way includes all of the professional degrees or designations available in the financial 
and insurance industries, but these are the ones commonly earned by financial and insurance 
advisors. In addition, advisors may hold a Bachelor’s Degree with a Business or Finance Major, 
a Master of Business Administration (MBA) or even a Doctorate in Finance degree.
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Appendix C
Advisor Licenses

Life, Health, Property, and Casualty – Examinations administered by state insurance 
departments qualify successful candidates for licenses to sell the various insurance products that 
fall under each of these lines of insurance. Different states may use different names for these 
licenses (e.g., “fire and allied lines” for property and casualty lines). Property coverage include 
structures as well as contents and other movable property, while casualty coverage include the 
liability (negligence) issues you face when you damage other people or their property. 

The Financial Industry Regulatory Authority (FINRA) administers the following examinations. 
Series 6 – This examination qualifies an individual to solicit, purchase, and/or sell mutual funds 
in a given state.

Series 63 – This examination qualifies an individual to solicit, purchase, and/or sell variable 
contracts offered by insurance companies or mutual fund companies in a given state.

Series 65 – This examination qualifies an individual to operate as an investment advisor 
representative for topics such as retirement planning, portfolio management strategies, and 
fiduciary obligations in certain states and authorizes fees for services rendered. 

Series 7 – This examination qualifies an individual for solicitation, purchase, and/or sale 
of corporate securities (Stocks), municipal securities (Bonds), options, direct participation 
programs, and Real Estate Investment Trusts.

Series 26 – This examination qualifies an individual to manage or supervise those individuals 
holding series 6 securities licenses.
Series 24 – This examination qualifies an individual to manage or supervise those individuals 
holding series 6 or series 7 securities licenses.

Series 52, 53 – This examination qualifies an individual to manage or supervise those 
individuals who sell municipal securities or bonds.
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Appendix D
Advisor Professional Associations

EPC -Estate Planning Council – This organization consists of estate planning professionals, 
including financial planners, estate attorneys, bank trust officers, and insurance agents, with its 
primary objective of promoting academic advancement and high standards of ethical practice.

FPA – Financial Planning Association – This professional association equips those 
focused on investments and financial planning to stay informed of regulation changes, industry 
trends, and consumer concerns. It holds it members to high ethical standards, requires regular 
meeting attendance, and helps maintain high standards among financial planning professionals.

MDRT - Million Dollar Round Table – This organization promotes worldwide standards 
of ethical practice. Members must qualify by achieving high levels of production, but in addition, 
all members of MDRT must adhere to the association’s Code of Ethical Standards.

NAIFA – National Association of Insurance and Financial Advisors – This 
organization promotes three main agenda items: legislative advocacy for both the consumer 
and the insurance agent, academic advancement of the agent, and ethical standards of business 
practices.  

SFSP - Society of Financial Service Professionals – This organization holds academic 
advancement and professional ethical standards of its members as a top priority, focusing on 
keeping financial professionals educated and accountable to legal and ethical practices for the 
clients’ best interest.
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To Order More Copies of This Book, 
Contact Shane Westhoelter
Gateway Financial Advisors, Inc.

4101 Dublin Blvd.
Suite F, PMB 57

Dublin, CA 94568
(800) 939-9714

Shane@GFAinvestments.com
www.GFAinvestments.com

Registered Representative, Securities offered through Cambridge Investment Research, Inc. a Broker/Dealer, 
Member FINRA/SIPC. Investments Advisor Representative Cambridge Investment Research Advisors, Inc., 
a Registered Investment Advisor. Insurance Services offered through GFA, Inc. DBA, Quality Life Insurance 

Agency. Gateway Financial Advisors, Inc., and Cambridge Investment Research, Inc. are not affiliated.

Shane Westhoelter, AEP, CLU, LUTCF

Shane’s goal in writing this book is not to make the reader a financial 
planner, and it is not to necessarily make the reader hire a financial 
planner. He is not writing this book because he is a financial planner; he 
is a financial planner because people need help in planning their finances. 
It is his hope this book will help readers help themselves, and get outside 
help when they need it. 

He started out as an independent insurance agent in Missouri, going door 
to door to build a client base. Eventually he established an insurance agency and investment 
advisory firm, which expanded to serve states in the Midwest. Later moving to California, he 
served as director of business development for a local firm, Regional Vice President for Hartford 
Life and Woodbury Financial Services and continued to maintain and build Gateway Financial 
Advisors, Inc.  GFA, Inc. Now they have established offices and a network of advisors nationwide.  
As a nationally recognized speaker in the areas of financial and retirement planning, his articles 
have appeared in numerous professional publications, including the Society of Financial Service 
Professionals Newsletter, and Financial Planning Magazine. 

Shane has been dedicated since 1988 to professionalism in the financial planning and insurance 
industry.  He has gained respect among his peers and has served on many industry boards. He is 
regularly acknowledged for his hard work in the business of financial planning, and has received 
dozens of prestigious awards, including recognition for his commitment and service to the Haas 
School of Business at UC Berkley in 2007. 

When he isn’t speaking or helping people with financial planning, and when he doesn’t have 
his nose in a financial planning book or magazine, Shane enjoys his wife and three children, 
running, hiking, biking, and, of course, golf.
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Ph: 925-999-8699  |  www.gfainvestments.com

Quality Life Planning™ – Take the “IF” Out of Life & Learn to Live is not 
a college level course on investing, or a book for those looking for a “best kept secret”.  This 
book is a basic, straightforward tool for the average American who works every day to enjoy 
life and become financially sound. It is intended to serve as a thought-provoking resource, 
including exercises that will help you ask yourself, as well as others, the right questions so you 
can plan your life and avoid costly financial mistakes.

Shane Westhoelter, AEP, CLU, LUTCF is a nationally recognized speaker 
in the areas of financial and retirement planning, his articles have appeared in numerous 
professional publications, including the Society of Financial Service Professionals 
Newsletter, and Financial Planning Magazine. 

Shane has been dedicated since 1988 to professionalism in the financial planning and 
insurance industry.  He has gained respect among his peers and has served on many industry 
boards. He is regularly acknowledged for his hard work in the business of financial planning, 
and has received dozens of prestigious awards, including recognition for his commitment and 
service to the Haas School of Business at UC Berkley in 2007. 

“Quality Life Planning™ is a breath of fresh air, and a clear, immensely practical guide 
for average Americans to the vital task of planning for their financial security. Unlike many 
books on the subject, this one isn’t about what investments or insurance you need to own or 
how to manage them, but about how  to decide what you want and need and how to translate 
that acquired understanding into action that will get you where you want to be. Shane 
focuses on the human aspects of financial planning. He focuses on how to identify the kind 
of life that we want to have and then alter our behaviors to achieve that life. Owning, and 
carefully reading, this book is like having an experienced and sensitive life coach at your side. 
I recommend it highly.” – John L. oLsen, CLU, ChFC, AeP, Financial advisor, teacher, and 
co-author of The Annuity Advisor, Index Annuities: A Suitable Approach, and author of the 
forthcoming Annuity Taxation and Suitability for the Professional Advisor.

“Quality Life Planning™ comprehensive yet easy to understand “How To” guide for 
financial planning that every consumer should look at as it is broad and deep while providing 
unbiased and universal advice.  Anyone who takes their financial future seriously should invest 
the money and time for this book, as the returns are good nights of sleep because you have 
made the right moves.” – JosePh RR TemPLin, CFP, CLU, ChFC, CAP, author of “Financial 
Mistakes of New College Grads”.

 

 

                                 
 
 


