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OUR SERVICE

The Ansardi Group is dedicated to helping individuals evaluate their financial
situations. We want to provide people with tools that can help them make
informed decisions. We offer informational material on a wide range of topics
because we understand that individuals have diverse financial needs. We
can discuss your questions and begin the process of helping you develop a

financial approach that will address your individual needs.

Keep in mind that the information in this material is not intended as tax or
legal advice. It may not lbe used for the purpose of avoiding any federal tax
penalties. Please consult a professional for specific information regarding

your individual situation.



FACTS OF LIFE
INSURANCE
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FACT FACT

30% of Americans know they On average, Americans

need more life insurance. estimate the cost of life
insurance twice as high as the
actual price.

The numbers bear this out. In 2007, 11.7 million individual life insurance policies were issued. In
2017, the most recent statistics available, only 11 million were issued. This drop in the number of
policies may have many causes, but the result is fewer families with the protection of life
insurance. COVID-19 has raised life insurance awareness, so it's possible that the number of
policies issued in 2020 may increase.

Several factors will affect the cost and availability of life insurance, including age, health, and
the type and amount of insurance purchased. Life insurance policies have expenses, including
mortality and other charges. If a policy is surrendered prematurely, the policyholder also may
pay surrender charges and have income tax implications. You should consider determining
whether you are insurable before implementing a strategy involving life insurance. Any
guarantees associated with a policy are dependent on the ability of the issuing insurance
company to continue making claim payments.

g / ’ Sources: American Council of Life Insurers, 2018; LIMRA, 2018. Most recent
// / y statistics available.
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OBLIGATION OR
OPPORTUNITY?

Replace your income e Fund college costs

Pay estate taxes Supplement retirement income
Protect your home Aid in estate distribution

Pay for routine tasks Protect family business

It is easy to view life insurance as an obligation rather than an opportunity—and an
obligation that can be put off at that. But life insurance offers many benefits.

We all know life insurance can provide funds to pay your last expenses—including estate
taxes and other costs. Life insurance potentially may be able to replace your income and

help to maintain your family’s standard of living after you die.

In addition, life insurance may be able to protect your family’s home by paying off the
mortgage and other debts.

The proceeds of a life insurance policy can be used to pay others to do some of the tasks
you do routinely, such as caring for an aging relative or a child.

Life insurance has the potential to ensure that your children or grandchildren have the
funds to go to college.

Life insurance can provide supplemental retirement income for your spouse or partner.

A life insurance policy may be able to provide funds to help settle your estate—to equalize
otherwise unequal gifts to children, for example.

And life insurance can be used to pay expenses incurred to keep your small business in
the family.
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HOW DOES IT
WORK?
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First, how does life insurance work?
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Life insurance is a contract between you and an insurance company. Under this
arrangement, the insurance company agrees to pay your beneficiaries a specific
amount of money when you die. In return, you agree to pay a premium—either as
regular payments or as a lump sum. Remember, any guarantees associated with a
policy are dependent on the ability of the issuing insurance company to continue
making claim payments.
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The insurance companies have developed a number of variations on this arrangement,
but it forms the basis of all insurance policies.
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NEEDS
+ OBLIGATIONS
- LIQUID ASSETS

® Future Obligations
® Long-Term Cash Needs
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COVERAGE REQUIREMENT

How much life insurance do you need? There are general estimates available based on
multiples of income. However, if you are looking for a more accurate estimate, consider
completing a “DNA test.” A DNA test is a ‘Detailed Needs Analysis” that takes into account a
wide range of financial commitments to help better estimate insurance needs.

The first step is to add up needs and obligations.

Start with your family’s short-term needs. How much will it cost to cover your final expenses,
such as a funeral, final medical bills, and any outstanding debts, such as credit cards or
personal loans? Next, look at your family’s long-term needs: how much will it cost to maintain
your family’s standard of living? How much is spent on necessities like housing, food, and
clothing? Also, consider factoring in expenses such as travel and entertainment. Answering
the question, “What would it cost a year to maintain this lifestyle?” is a good place to start.
Finally, look at your family’s future obligations. Will aging parents need some kind of support?
Will children or grandchildren need help with college costs? And so on.

Next, take a hard look at your family’s liquid assets.

Liquid assets are assets that can be redeemed quickly and for a predictable price. Generally,
houses and cars are not considered liquid assets since they may require time to sell and
because selling them may adjust your family’s standard of living. Needs and obligations—

minus liquid assets—can help you arrive at a better idea about the amount of life insurance
coverage you may need. Keep in mind that this is just a quick exercise. While it's a good start

at understanding your insurance needs, a more detailed review may be necessary to better /

assess your situation. / /



WHAT ARE YOUR
OPTIONS?

TERM PERMANENT

LIFE INSURANCE LIFE INSURANCE

What are your life insurance options? All life insurance
products fall under one of two broad types: term life
insurance and permanent life insurance.

Term insurance is the simplest form of life insurance. It
allows policyholders to purchase coverage for a specific
period of time at a specific price. Term insurance is
normally less expensive than permanent insurance.

Permanent insurance does not expire. It remains in place
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as long as premiums are paid.



TERM LIFE
INSURANCE
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When individuals purchase term life insurance, they pay a specific premium to buy
life insurance coverage for a specific period. If the policyholder dies during that time,
his or her beneficiaries receive the benefit from the policy. If he or she outlives the
term of the policy, it is no longer in effect. The person would have to reapply to
reinstate the coverage.

Unlike permanent insurance, term insurance only pays a death benefit. That's one of
the reasons term insurance tends to be less expensive than permanent insurance.
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There are four broad types of permanent life insurance. The first of these is whole life insurance.

Whole life insurance is life insurance that remains in force for the policyholder's whole life, as
long as he or she remains current paying premiums. In exchange for these fixed premiums, the
insurance company promises to pay a set benefit when the policyholder dies.

Unlike term life insurance policies, whole life insurance policies build up cash value—effectively a
cash reserve—that pays a modest rate of return. The growth on this cash value is tax deferred.

With whole life insurance, withdrawals of earnings are fully taxable at ordinary income tax rates.
If you are under age 59% when you make the withdrawal, you may be subject to surrender
charges and assessed a 10% federal income tax penalty. Also, withdrawals will reduce the

benefits and value of the contract.
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VARIABLE LIFE
INSURANCE
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Variable universal life insurance is a form of universal life insurance. It is permanent insurance that
provides a flexible premium and an adjustable benefit—meaning the policyholder decides how much
to put in above a set minimum, potentially increasing the face value of the policy. But there's an
important difference. With a variable universal life insurance policy, the policyholder directs how
premiums are invested by allocating them to one or more investment subaccounts. Depending on
the policy, these subaccounts could include a fixed-interest option, as well as various stock, bond, or
money-market choices. This provides access to the potentially higher returns provided by the
financial markets. It also means returns could underperform those provided by other life insurance
products. Variable universal life insurance combines the protection and tax efficiencies of life
insurance with the investment potential of a comprehensive selection of variable investment options.
The insurance component provides the death benefit coverage and the variable component gives
you the flexibility to potentially increase the policy’s cash value. Variable insurance products are
subject to investment risk, are not guaranteed and will fluctuate in value. In addition, there is no

guarantee that any variable investment option will meet its stated objective. ////
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TERM LIFE
INSURANCE
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FIXED VARIABLE

e No investment flexibility ¢ Investment flexibility
e Fixed return on cash e Variable return based on accounts
value account e Potential for higher returns

e Risk of lower returns

This raises an interesting question: should you choose a fixed or variable policy?
A fixed policy offers a guaranteed, fixed return. It's dependable—though more conservative.

A variable policy offers some degree of investment flexibility. The policyholder allocates his or her
premiums to different investment subaccounts. This gives the policyholder access to the potentially
higher returns provided by the financial markets. It also means there is a risk of lower return.
Whether you choose a fixed or variable policy will depend on your individual situation. You'll need to

take into account your complete finances, including your cash reserves, your investment portfolio,
and any business interests. Any guarantees associated with a policy are dependent on the ability of
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the issuing insurance company to continue making claim payments.



ACCESSING THE
CASH VALUE
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Withdrawals of earnings are fully taxable at ordinary income tax rates. If you are under age 59%:
when you make the withdrawal, you may be assessed a 10% federal income tax penalty.

Permanent life insurance policies also offer an additional benefit: access to the cash value of the policy.

Under certain conditions, policyholders can usually borrow a portion of their policy’s cash value under fairly
favorable terms. And interest payments on policy loans go directly back into your policy’s cash value.

Generally, loans taken from a policy will be free of current income taxes provided certain conditions are met,
such as the policy does not lapse or mature. Keep in mind that loans and withdrawals reduce the policy’'s cash
value and death benefit. Loans also may increase the possibility that the policy may lapse. If the policy lapses,

matures, or is surrendered, the loan balance would be considered a distribution and would be taxable.

Withdrawals of earnings are fully taxable at ordinary income tax rates. If you are under age 59% when you make

the withdrawal, you may be subject to surrender charges and assessed a 10% federal income tax penalty. Life
insurance is not FDIC insured. It is not insured by any federal government agency or bank or savings association.

4 s



/
/,
/,

Z
/ |
4

N\

N\

PLAN FOR THE
UNEXPECTED

Life insurance offers protection in case you die when those who depend on you still need
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you. It also offers other estate and tax management benefits. Here are some scenarios that

might be familiar:

* Anthony and Selena have a growing family, and wonder, “With all of our expenses,
including saving for college and investing money for the future, is life insurance really
necessary? How do we choose between a permanent or a term insurance policy?”

e Dave and Christine are in retirement. They ask, “Now that we are retired, should we cash

out our whole life policy?”

e Rebecca is a single woman with a small business. She wants to know, “What are the
criteria for understanding whether key employee insurance is appropriate?”

e Isaac likes to do research online, and has read some negative comments about
universal life insurance. He asks, ‘Do the benefits of a universal life insurance policy

outweigh the fees and expenses associated with it?”

All of these are great questions and it's important to remember that individual

recommendations will vary with each situation. As you may imagine, there are a number of

considerations you should bear in mind when considering life insurance coverage. You may

need the assistance of a professional.

And that's where this firm comes in. We specialize in helping people just like you assess their

needs and put policies into place to meet those needs.

Securities offered through Concourse Financial Group Securities, Inc. (CFGS), Member FINRA/SIPC. Advisory services offered
through Concourse Financial Group Advisors, a DBA for CFGS, a Registered Investment Advisor. The Ansardi Group is

independent of Concourse Financial Group Securities, Inc.









