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Good day and welcome to our program. It’s good to have you back and thank you for being here.

You are listening to Vance on Finance with your host Bob Vance bringing you all the excitement of  
a new Netflix thriller. You are listening to Episode 6 of  our series on Money Makeover, How to Fix 
Your Retirement Mistakes and Enjoy Your Future.

The focus of  our show today is human problems and how to deal with them. Specifically, we will 
be discussing all the different types of  insurances that retirees are likely to encounter.

If  we analogize our financial lives to building a home or an estate, the first and most important 
thing to do is draw up plans and blueprints. No one builds a house without a set of  plans. Similarly, 
all of  us should have a written plan of  our goals, our spending plan or budget and a net worth 
statement. 

Now that you have done that, the next most important thing is to lay the foundation. The 
foundation for every person and every plan is your savings account. Without a savings account that 
supports your house, you are asking for trouble. So make sure to listen to the last episode on the 
importance of  cash flow planning and savings.

Continuing our house analogy, we are now going to frame the structure. Framing the home is 
what maintains the shape and layout. It defines the parameters of  the house and is paramount to 
providing the strength and support when the winds begin to blow and the weather turns foul.

I am talking about insurance.

Insurance is what defines your home and estate. It sets the boundaries of  what you cannot afford 
to lose. It is the bedrock of  everything you do in the future. It is what keeps you going when bad 
things happen and life goes off  the rails.

We have been working with Jim and Linda Franklin to get their retirement plan up and running. 
They showed great skepticism when I told them that today’s meeting is all about insurance.

“So I assume you are going to tell me that I need life insurance,” Jim stated belligerently. “I feel like 
I have been insurance-poor my whole life. I don’t want to hear it.”

I laughed, raised my palms face out and said, “Whoa, Jim. Not so fast. Let’s take this step by step.”
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“Insurance is definitely a very controversial subject and quite frankly, one that is not on the top of  
most people’s minds these days, except for maybe homeowners insurance,” I continued.

“I always think of  most insurance as a scam,” said Linda. “It never seems to work out exactly in the 
rosy manner that the insurance agents explain it.”

“And that is the problem,” I agreed. “Insurance agents are the real issue, not the insurance. Some 
insurance companies can be a real problem as well.”

“That’s what I mean,” said Jim. “Insurance companies are cancelling our friends home insurance. 
It’s a racket. They collect money for years and then when it is inconvenient for them they cancel 
you. Just when you need them to protect you from fires, they cancel you. What’s a person to do?”

“You can blame Congress and legislators for that,” I said. “The insurance lobby is extremely strong 
and powerful. I don’t expect them to tighten up on insurance companies, I expect them to loosen 
the rules. It would not surprise me to see insurance companies being allowed to cancel medical 
insurance policies on sick people, for example. But who knows, it all depends on the money,” I said.

“What do we do?” asked Linda.

“You need a systematic approach,” I answered.

“Here is what I mean. Let’s talk about homeowners insurance first. This is on everyone’s mind 
these days, especially as weather patterns across our nation continue to evolve.”

“Do you know what you have in homeowners insurance?” I asked.

“Not really,” said Jim. “Actually, no, I really don’t know.”

“That is true for almost everyone I know,” I replied.

“People have no idea what they have. Insurance can get complicated so we need to break this down 
a bit. Grab your policy Linda, and let’s review it.”

“The first thing of  importance is the amount of  coverage,” I explained. “Your policy will cover 
both structures and contents meaning the home is covered as well as your stuff.”

“By the way, when did you talk to your agent last?” I asked.

“Uh, well…” Jim paused and finally answered, “I don’t remember. It has to be years since we met 
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or even talked. They just renew everything every year and we just keep paying the bills.”

“You are going to fix that right now. You will now start talking to your insurance folks every three 
years or if  any major changes happen in your life,” I said.

“Like what major changes?” asked Linda.

“For example, if  you add on to your house, you buy expensive art work or you see the price of  
homes going up or down,” I replied.

“Decide first on the deductible you are willing to absorb,” I continued. “What this means is if  
you have a claim then you are self-insured for the first dollars of  the claim. For most people, that 
amount is $500 to $1,000. If  you have a claim, then you will absorb the first $500 to $1000. If  your 
claim is for $5000 and you have a deductible of  $1000, then the insurance company will mail you a 
check for the difference or $4,000.”

I continued, “In your case, I suggest a $5,000 deductible. You have plenty of  cash reserves. Why 
pay more than you need to? The higher the deductible, the lower your insurance costs.”

“What is our risk?” asked Linda.

“The last numbers I saw showed that something like 1 in 300 homeowners reported a fire over a 
five year period. Basically, the odds are on your side. While we never know when these things will 
happen, you will definitely be better off  if  you raise your deductible to the maximum.”

“What about how much we need?” asked Linda. “What do you recommend?”

“The main thing you want is the right coverage. My experience is insurance is either too high or too 
low. You want replacement value that is about what the costs are to rebuild if  there is a complete 
loss,” I answered.

“You don’t insure land,” I continued, “so make sure they subtract the land value. The only thing 
that should be insured is the actual replacement value of  rebuilding your home. And, you want 
enough coverage on contents so you can replace those.”

Linda asked, “How do you estimate coverage on contents?”

“Good question,” I replied. “Go on the internet and do a google search. Ask it how to estimate the 
amount of  homeowners insurance you need. There are some good basic calculators that will help 
you.”
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“The one thing I would encourage you to do is take your phone and photograph and video 
everything in your house. Then put all that on a thumb drive or flash drive and store that in a safe 
place like a fire proof  safe or your safety deposit box.”

“That is a great idea,” said Jim.

“Not only is it a good idea, it is how you get the maximum from an insurance claim. By having 
evidence of  your possessions, you can construct a proper case that insures you the most amount of  
money collected,” I said.

“Here is another very important thing to understand,” I continued. “Do you have a living trust? 
And if  you do, is your house in the trust?”

“Yes, we have a trust but how do we know if  the house is actually in the trust?” they wondered.

“If  your home is in the name of  your living trust, then you should see that on your property tax 
bill. If  you don’t see something to that effect then your home is most likely not in the trust,” I 
added.

“I thought the attorney did that when we did the trust,” said Jim.

“Sometimes they do and sometimes they do not. The best thing,” I replied, “is to look at the 
property tax bill.”

“Also, along those lines,” I continued, “is your home covered by homeowners insurance?”

“Both Jim and Linda looked very concerned. So much so, I think they thought I was off  my 
rocker.”

“Of  course,” they answered.

“Not so fast,” I said. “Here is what I am driving at. People don’t realize that when they put their 
assets into a revocable living trust that they are literally transferring ownership to another entity. 
What I mean is your trust and you cannot both own a home at the same time.”

“Concern spread on their faces as they started to catch my point.”

“Does that mean we might have a problem?” asked Linda.

“Yes, exactly,” I said. “You could have a real problem. This is something I have fought insurance 
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agents for years. Insurance agents do not understand living trusts. Now, every state is different so 
you need to check for sure but let me give you a basic solution.”

“The homeowners insurance contract is between you and the insurance company. If  your living 
trust owns your home, as it should, then the insurance company is not really insuring your home. It 
does not have a contract with your living trust.”

“Oh my gosh,” said Linda. “That sounds like a real problem.”

“You have no idea,” I replied. “I have heard horror stories. One I heard was about a doctor who 
had a $900,000 home and $5 million of  investments. One night, a fire broke out and a spark 
drifted to a neighboring home. That house caught fire and the occupant was severely burned. 
The insurance company took no responsibility at all because the home was in a living trust. The 
neighbor sued in court and won. Ultimately, the doctor lost it all.”

“Finally,” I concluded, “the solution is simple. Have your insurance agent add your revocable living 
trust as another insured party.”

 *Cash Register Sound*

“Okay,” I said, “let us touch on automobile insurance. Again, you want to talk to your agent every 
three years.”

“The deductible is important. You will want the highest deductible you can absorb which is 
usually $1,000 or more. You will also want to make sure that you have coverage appropriate for 
your automobiles. One thing I do recommend is that you have uninsured motorist insurance. This 
protects you from people who do not have insurance. I suggest that you do no less than $250,000.”

 “Property and casualty insurance is generally pretty straightforward. Just be sure you read your 
policy and understand what you have. Another thing to be aware of,” I continued, “is many 
companies will give you a substantial discount if  you insure both your home and auto. Some of  
these discounts can be significant so please investigate those.”

“Any final thoughts?” asked Jim.

“Yes,” I said, “don’t bother being loyal to insurance companies or banks and financial institutions 
for that matter. None of  them care that you started with them at age 14. They don’t care. Get 
out there, talk to a general insurance agent and start doing your homework. I suggest a general 
insurance agent because they can shop a lot of  carriers. If  you only work with AAA or State Farm 
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or other captive agents who only represent one carrier, you may find yourself  with higher costs. “

“To tie all this together,” I said, “let’s take a look at a few other things. First of  all, if  you live in 
certain areas you may need flood insurance or earthquake insurance. If  you live in those areas, by all 
means get those policies in place and do it now. Don’t say, ‘it can’t happen to me’ because it can and 
you don’t want to be on TV crying that you lost everything. You can avoid a lot of  problems with 
good insurance.”

“Also,” I added, “I suggest an umbrella policy. These are kind of  what you might expect. They 
protect you in case your home and/or auto insurance fails to provide the necessary coverage and 
you need additional coverage.”

“Here is a good definition,” I said, “An umbrella policy is a policy that provides excess limits and 
gives additional excess coverage over the normal limits and coverage of  liability policies. The 
umbrella policy fills gaps in coverage under basic liability policies.” 

“These are generally pretty cost effective. I think my $1m umbrella policy costs me about $450 a 
year. “

“Do you think we need one?” asked Linda.

“Yes, I think everyone that has a net worth approaching $1m needs to have this for additional 
protection,” I said.

“What about medical insurance?” asked Linda.

“Ah, good question,” I said. “Once again, the deductible is important. And once again, I suggest 
you self-insure as much as you can and have the highest deductible that you can afford so you can 
lower the premiums as much as you can.”

“This can be trick though,” I said. “You really need to work with an agent and plug in your specific 
medical history. That will usually show the best plan for you. 

One thing I do recommend is a health savings account also known as an HSA. This allows you to 
contribute up to $7000 a year for a family and $8,000 if  you are over age 50.”

“That’s us,” said Linda.

“This is the slickest tax saving strategy we have. You get a tax deduction when you make your 
contribution, then it grows tax deferred and then when you take it out for medical costs, there is no 
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tax. This is a three-bagger, a triple tax benefit. This is cool stuff  so jump on it. Talk to your HR or 
human resource person in your company and do this as soon as you can.”

“Be aware,” I said, “that this is not a flex spending plan that companies offer. This is where 
you have a certain amount taken from your paycheck and then you have to spend it each year 
for medical expenses. Those are good as well but the HSA can be used as needed and you can 
accumulate money for your later years. When you turn 65, you can no longer contribute. So,” I said, 
“build that up as much as you can and you will have tax-free money to spend on medical needs 
later.”

“When you turn 65,” I said, “then you go on Medicare and you will be getting a Medicare 
supplement plan.”

“What is that?” inquired Jim.

“Basically, a Medicare supplement plan is also known as a Medigap policy. It is designed to pay for 
copays, deductibles and other services not covered by Medicare Part A and Part B,” I said.

“If  you have Plan F then you have the best plan with the best benefits. You will also need to add a 
prescription drug plan called Part D.”

“What? I am confused,” said Linda. “All those letters make no sense.”

“We will be covering Medicare as well as Social Security in a future meeting. But for now,” I said, 
“there is Medicare Part A, B, C and D. Part A is for hospitalization, Part B is for doctors, Part C is 
for a special plan called Medicare Advantage and Part D is for drug coverage.” 

“Whew,” I said. “There is a lot to remember.”

“The most important thing to remember is to sign up for Medicare before you turn 65. If  you 
don’t sign up at 65 then you will be subject to increased costs later. There are exceptions if  you are 
still working so please listen to our Medicare section later.”

“To sign up for Part D for prescription drugs you would go to the medicare.gov website, fill in your 
current prescriptions and it will spit out the best insurance companies for your needs.”

“Other than that, you should get all your insurance through an insurance agent.”

“Isn’t that more expensive than searching the Internet?” asked the always analytical Jim.
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“I am so glad you asked that question Jim and the answer is no!”

“I am astonished that people spend so much time surfing the internet for insurance products. 
Basically, with few exceptions, there are no discounts in the world of  insurance.”

I went on, “If  you want to buy a medical policy, then you can buy it from any agent that sells 
medical insurance. It doesn’t matter who you buy it from, the price is the same. So, why not let an 
agent work for you and save a whole lot of  time and money. You are not going to get a discount 
different than what an insurance agent can recommend. Don’t waste your time. Furthermore, this 
may be the best time saving tip in all of  my lectures. Do not expect to save money by wasting your 
time on the internet. Get a good agent from a general agency and you will be much better off.”

“What about some of  these other insurances, like disability, life insurance, accidental death 
insurance and all that other stuff?” wondered Linda. “I keep getting all these ads from companies 
to buy all kinds of  stuff.”

“Disability insurance is great stuff  but is for younger folks. This insures a person’s ability to work in 
his current profession if  disabled, and if  he cannot, then the insurance kicks in. Doctors, dentists, 
lawyers and other professionals should always have disability insurance. It is expensive but it is 
necessary.” I continued, “Imagine that you have a machine in your basement. This machine works 
24 hours a day and prints $20 bills. What would you do with that machine?” I asked

“Well, I sure wish I had one of  those,” said Jim. “I would build a hermetically sealed room with air 
conditioning, humidity control and insure the heck out of  it.”

“Exactly Jim,” I said. “And you are that machine!”

“What?” asked Linda.

“That is right. Jim is a cash machine and so are you. Furthermore, you would always want to 
insure your ability to make a living. Disability insurance almost always ends at 65 and to keep costs 
reasonable, one should get it as early as possible. The other thing you could do Jim, is to check your 
employer’s benefits plan. If  there is long term disability offered, I would probably jump on it. It is 
generally cheap and affordable and a great option for your few remaining work years.”

“In fact,” I went on, “most group insurance is considerably more cost effective than an individual 
policy. The reason is simple: the group is transient. That means people are paying for a few years 
and then change companies.”
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“Whatever you do, stay away from accidental death policies. These used to be sold by department 
stores like JCPenney and Sears. They are absolutely worthless,” I warned. “Don’t buy them and if  
you have one, cancel it. Your chances of  ever using them is extremely rare and remote. After all,” I 
pointed out, “why would a department store sell such insurance unless they were sure that virtually 
no one ever collects!”

“Life insurance is a very interesting animal,” I said. “Used properly, life insurance is both an 
incredible tax planning tool, investment tool and protection for the family. We are not going to 
delve into this much since you don’t have a need for life insurance at this point. If  you get to a 
point where you are fully funding your 401k plan to the max, saving money in Roth IRAs and 
Health Savings accounts and you have a big brokerage account then we can talk about permanent 
life insurance as a retirement tool.”

“For most listeners,” I continued, “if  they need life insurance, they should go with term insurance. 
Once again, the secret is the need has to match the benefits offered. Most life insurance is sold 
based on the agent’s needs and the benefits desired: as in very high commissions!”

“The bottom line for this segment is to check with your benefits department for reasonable 
insurance options, use a general agency and don’t waste time on the internet.”

“The final insurance that I want to cover today is long term care insurance,” I explained.

“Long term care insurance is so needed and so valuable but it is expensive. The reason it is 
expensive is because people are using it. The best age to get long term care insurance is right before 
you turn 60 years old.”

I continued, “This needs to be planned carefully because you can really end up insurance poor if  
you are not careful.”

“Do they pay,” asked Linda, “when it is needed?”

“Oh yes,” I replied, “I have never seen a claim that was denied when a physician signed a letter that 
the patient could not do 2 of  7 ADLs.”

“What is an ADL?” asked Linda again.

“It is an activity of  daily living. There are seven,” I explained. “Dressing, toileting, transferring, 
eating, bathing, grooming and hygiene and ambulating. Basically, just think about what a person 
needs to do to get up and leave the house and that would be those seven ADLs.”
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“Is long term care insurance expensive?” Jim asked.

“Yes,” I replied. “It is expensive but the cost of  long term care is extremely expensive. In some 
states, the costs are upwards of  $7,000 to $9,000 a month. When I started in 1990, the cost of  long 
term care was $2,500 a month. That my friends is inflation!”

“Today, you can expect to pay $200 to $300 a month each for a basic policy.”

“What does it cover?” Jim asked.

“These are generally built for a 3 year stay knowing that the average stay today is 2 ½ years. And, 
they generally cover home care, assisted living and long term care facilities. You basically get a 
checkbook to spend as you will. It works well. Every client that has had long term care and used it 
has survived financially.”

“I personally have it for my wife and myself. The best part is peace of  mind. We don’t have to 
worry about our kids having to take care of  us. You know those kids that said they would take care 
of  the puppy that they begged us to get!”

Jim and Linda laughed. “We always wondered about relatives taking care of  each other,” Linda said.

“It is very common today and most families are not equipped financially, emotionally, nor do they 
have the training to take care of  those in need. Having long term care insurance helps with that 
problem,” I added.

“Are there any other solutions for long term care instead of  insurance?” Linda wondered.

“Yes,” I said. “Keep in mind that insurance is the simplest thing you can do. We have other 
techniques as well. There are annuities and life insurance policies that have riders for long term 
care. Another option is a reverse mortgage.”

“Don’t even go there,” said Jim, “I do not want to hear about reverse mortgages! They are bad!”

“How do you know?” I responded.

“People get kicked out of  their homes,” he answered.

“That used to be true but no longer. Reverse mortgages are an amazing tool for seniors and 
retirees. In a later session, we will explore these in greater detail but let me say that done correctly 
they work well.”
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“They are very expensive, aren’t they?” Linda inquired.

“They can be, but we use direct lenders for clients and the fees are a fraction of  what they are from 
a mortgage broker.”

“Here is what I really want you to take away from this,” I continued. “I want you both to keep an 
open mind. I find that the amount of  myths and legends surrounding money to be over the top 
and frankly very destructive. Money is very emotional and it shows.”

“Just today’s subject of  insurance is wrapped in mystique and suspicion. Our parents didn’t dream 
of  not having life insurance. It was a part of  almost every families budget in former days. Today, 
life insurance is not as common. But I am telling you that dealing with human problems using 
insurance is far more cost effective than ignoring them.” 

“So keep an open mind and your results will astound you!”

“Okay… our next subject is taxes,” I said, “and that is for our next meeting.”

After Jim and Linda left, I reviewed some of  my meeting notes. It became apparent that there 
was a lot of  emotions displayed in the meeting. Discussing death, end of  life living and the failure 
of  our health care system was very difficult for the Franklin’s. The costs today are out of  control. 
Fidelity Investments do a study every year on medical costs. They currently estimate that a couple 
65 years old needs to set aside about $240,000 for future medical expenses. In my practice, this is 
simply not possible for most people. 

Before Jim and Linda left the office, I was able to assure them that there were solutions to all of  
these issues and challenges. In addition, by making good decisions in other areas, I could tell them 
with confidence that they would be okay. They had the resources and more importantly, they had 
the desire to really revamp their financial lives to meet the challenges of  the future.

As I pondered all of  this, I concluded that attitude is the key. If  we simply look around us, the 
world can seem like a dreary place filled with traps, pitfalls and the BoogeyMan. But if  we look to 
the future with hope and excitement, the solutions become known and often plain old obvious. 
And that my friends is the key. We must accept life as it comes but we can begin today to revise, 
revamp and restructure our lives and finances so that the challenges of  the future can be dealt with 
in a way that brings hope, joy and peace of  mind.

Thank you for listening to Vance on Finance. I hope you learned some new things today and above 
all, keep an open mind and as my dad always said, “keep your chin up and your waistline in!”
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Call Vance Capital Management, LLC today to schedule 
your appointment to begin your Money Makeover!

209-533-8404
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