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Making the Most of the Initial Interview

Your first meeting with any insurance agent is
partly a job interview: The agent iz hoping to be hired
for the posidon of your insurance adviser. Thus the
agent should do everything possible to demonstrate
that he or she is well qualified for the job. As you talk
with the agent, your task is to observe him or her
carefully and to decide if the agent is indeed the right
person to fill that post.

At the same time, your first meeting gives the
agent a chance to interview you. The purpose of this
inberview is to fnd out a good deal about you so that
the agent can design an appropriate financial plan for
vou and pick one or more policies that will best suit
vou and your family or business.

Remember, vou will el be choosing (let alone
buying) a life insurance plan at this initial meeting. In
fact, the agenl should mot even offer you a specific
policy pmp-}ml at this time; If they do, this s usually a
very bad sign. In most cases, It demonstrates that the
agent is not interested in serving your needs (nomatter
what he or she might claim) and that he or she is only
out o make a buck. If the agent starts to pitch a par-
ticular policy (or even a particular type of policy, such
as whole life or second-to-die) before finding out a
good deal of information about you, dismiss him or her
quickly but politely. That agent does not have yourbest
interests at heart.

In comparison, a good agent—one who is truly
service orented—will spend most of the first meeting
with you finding out a good deal of information about
you. Then he or she will go back to the office, do some
research on your behalf, run some sample scenarios
through the computer and come up with a concrete
financial plan for you.

By the end of your first meeling, an agentmay have

a good sense nfwhnﬂypc of policy or policies are right
for you—whole life, term, second-to-die, ete. They may

even be able to sketch a general outhine of the kind of
financial plan that might work best for you. But under
no circumstances should an agent begin pitching a
particular policy until he or she has done some re-
search and computer work for you. {Actually, very few
agents who pass your telephone test are going to try to
sell you something at your first meeting, Most will
work hard to collect information and show you that
they offer quality personal service.)

Let me stress again the importance of allowing
enough time for a productive meeting to take place.
Daor’t try to compress orshortcut the meeting; you will
only make it tougher for the agent to find or design the
best policies for vou. If you absolutely must leave the
meeting early, or ifit ends up requiring more time than
you'd planned on, schedule a follow-up meeting to
complete your business or arrange to complete it in a
phone conversation.

The insurance agent will be gathering a lot of in-
formation at this meeting. Anything that prevents
them from getting all the information they need-—a
lack of time, a lack of forthrightmess on your part, or
vour inadvertent omission of details—will hinder
them in their efforts to design the best and most appro-
priate policy for you. 5o try to be thorough and avoid
rushing through things,

GETTING READY

['5 also helpful if you prepare for the interview a
little. Begin by briefly reviewing your own finances,
Take note of the following:

* Your asscts and investments and the approximate
value of each
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* Your earnings and other sources of income, both
current and antiapated

* our debts and other financial obligations

* Your ongoing expensés (mortgage and car pay-
ments, living expenses, loan payments, medical in-
surance, child support, employee benefits, etc)

* Anticipated major expenses in the future (college for
your kids, the purchase of a new home ar car, etc.)

* Anticipated changes in your income in the future
(promotion, retirement, receipt of an inheritance,
etc.)

It's a good idea to make a brief written list of these
items. If you prefer, however, you can simply bring
pertinent documents with you to the meeting. If you
can keep all the necessary information im your head,
that’s fine, too. The important thing is that you are
ready and able to provide the insurance agent with a
reasonably accurabe picture of your family’s finances.

If you already have one or more life insurance
policies in force, get these out and have them available
to show the agent at your meeting.

Itisalso a good idea to briefly review yourmedical
history: (Most people can do this mentally in under 30
seconds ) If you have—or have had in the past—any
serious or chronic health condition (cancer, a heart
attack, diabetes, etc), you should be prepared fo let the
agent know. You should also let the agent know if
recent medical tests have revealed that vou have high
blood pressure, high cholesterol or some other cause
for concern. If you smoke or use tobacoo in any form,
mention this ag well. And be specific: most insurance
companies will give you the lower nonsmoker s rate
as long as you don’t smoke cigarettes, even if you do
amoke cigars or a pipe, use snuff or chew tobacen,
Lastly, you should plan on telling the agent about any
drugs or medications you use, including any illicit
drugs such as marijuana and cocaine.

All of the information you give to any insurance
agent will be kept strictly confidential. Professional
ethics, etiquette and protocol all demand this confiden-

tiality.

ONCE THE MEETING BEGINS

At the meeting, just be yourself. If you have any
questions, ask them. If anything is confusing or un-
clear, request an explanation. Answer the agent’s ques-
tions as completely and as straightforwardly as you
can; if you can’t see how or why a particular question
is relevant, say so, and ask the agent to explain. Be
polite and cordial, yet businesslike. And remember,
you don’t owe the agent your business. He or she s
hoping to éarn that business. At the same time, you are

looking for the best agent you can find, and you are
willing to put in the time and effort to doit.

What an agent should bring most of all to the first
meeting i his or her wholehearted affemtion—a will-
ingress o listen, ko take in information, to ask and
answer questions and to be helpful. The primary pur-
pose of this initial meeting, from the agent’s point of
view, is to gather information about you (and, perhaps,
your family or business) so that the agent can design
the best and most appropriate insurance program for
you.
When I go to an initial meeting with any potential
client, | don’t bring my bnefcase, policy propesals,
illustrations, brochures or any kind of sales literature
with me. [ just bring pens and paper and an open and
alert mind. Why do | travel so lightly at first? Because
until I've talked extensively with someone, [ have no
idea what their insurance needs will be. And without
knowing a person’s needs, | simply cannot in good
conscience offer him or her a life insurance proposal of
any kind. If I did, I'd be like the car salesperson in
Chapter 1 who tried to sell the family of eight a two-
seater sports carn

When your meeting first begins, it is a good idea
for you to state your goals and intentions once again.
You might say something like this: “I'm looking for the
right life insurance policy, but I'm also looking for a
first-rate agent, someone who will give me excellent
service and with whom I can build a long-term rela-
tionship. Today I'd like you to help me figure out my
goals and needs for life insurance so that we can deter-
mine what kind of & Fr.'llli.-l.:}l' will work best for me."” If
appropriate, be sure to add, “T'm alsomeeting withone
or two other agents who have been recommended to
me, and my plan is o go with the best agent and the
best policy | can find.” It's only fair to let the agent
know that there is some competition.

Once the preliminaries are over, the two of you can
get comfortable and the initial interview will begin.
Expect the agent to ask you about some or all of the
following topics:

* Persomal information. This includes your age, date of
birth and marital status; the number and ages of
your children and any other dependents; etc.

* Your occupalion and hobbies. The agent simply wants
to know if you regularly engage in some potentially
dangerous activity—e.g., stunt flying, parachute
jumping or mountain climbing. If you do, this may
affect your premiums and/or coverage.

* Health in ion. Have you had any major ill-
nesses, injuries, conditions or other health prob-
lems? (Your health history can affect your
premiums, and in some cases it can even affect
whether or not certain ingurance companies are will-
ing to issue you a policy) The agent may also ask
some mental health questions—e.g., “Have you ever



been hospitalized for a psychiatric or psychological
disorder? or “Have you ever attempted suicide?”

* Basic financial information. This includes current and
profected income from your job or business, your
spouse’s inoome from his or her job, income from
other sources, investments, assets, debis, current an-
nual expenses and anticipated special expenses (col-
lege costs, orthodontia, remodeling, etc.).

* Special meeds and expenses of family members.

* Information on any pension plans, IRAs or Keoghs
you may participate in.

* Your current life inswrance. This includes information
such as how much you and your family currently
own, who pays the premiums on this insurance, the
type and amount of coverage provided, yourcurrent
premiums on that coverage, the company issuing
the policy {or policies) and the current cash value (if
any) of each policy.

But the most important topics the agent should ask
you about are your financial goals and plans. Some of
the questions an agent might ask include the following:

* Where would you like to be financially ten years
from mow? At age 557 657 757 857

* When do you want to retire? ([ usually ask potential
clients to give me both an ideal retirement age anc
a more mealistic one.) How much income do you
want or need ﬂ|"|.]'l1..l.'.||.h.' du:‘h‘lg ol redirement?

* If you die prematurely, whom do you want to con-
tinue to support, at what level of comfort and for
how long? Are you primarily concerned about your
spouse, your children, both, or someone else en-
tirely? (I have worked with clients who were most
concemed about their girlfriend or boyfriend, their
niece or their grandchildren.)

* If you were to die prematurely, how much income
will your family need on a monthly basis, after faxes,
this year? How much 3 years from now? 5 years? 107
152 207

* Of your current annual income, how much is al-
ready allocated for living expenses, debts, invest-
mients, ete.?

* Are you most concermmed with protecting and in-
creasing your assets while you're still alive or with
providing for your family in the event of your pre-
mature death? Or are vou equally concerned with
both?

* How much do you feel you are realistically willing
and able to put toward life insurance, both now and
in the future?

1 also like to ask this guestion: “If, financially, you
could have anything in life, what would it be?” | have
found that people’s answers are usually quite reveal-
ing and very helpful to me when [ put together a
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financial plan for them. | can’t always help people
achigve their ideal goal—often this is simply impossi-
ble—but I can help them set a similar but more realistic
one and help them to achieve it.

Most good agents will come to an initial meeting
with a list of questions similar or identical to the pre-
vious ones, either writken down or in their head. They
will use your answers to these questions to create a
financial plan for you and to locate or design one or
more appropriate life insurance policies. They won't
alwaya need to ask all of these questions, particularhy
if vour Anances are faidy simple and steaightforward,
but they will usually ask many or most of them—and
they will know exactly what questions to ask in your
particular case.

Figure 3.1 is a questionnaire that 1 fill cut when first
mweeting with a potential client, based on their answers
to my questions. In many cases 1 need to fill in only a
few small portions of this questionnaire; but if the
potential client is wealthy and has complex finances, |
may need to fill out most or all of it. Mermally | try to
getanswers o my questions through discussion, rather
than by mechanically asking them one by one. [Either
method is acceptable, however)

I’z also very important that you let the agent know
of any information that might directly relate to your
ingurance coverage or vour overall financial circum-
stances, even if they do mot ask for if. Here are some
exarmples of things you should tell your agent:

* You have promised to pay for your grandchild's
college education once he or she turns 18.

* You have several thousand dellars in off-the-record
gambling debts (or a substantial amount of off-the-
record savings or moome).

* You plan to quit your job and start your own busi-
ness within the next year.

* You plan to have another child within the next few
years,

* You want to set up trust funds for your Kids.

* You are thinking about buying a considerably more
expensive home in the next couple of years.

If you are not sure whether a piece of iInformation
is pertinent, go ahead and mention it. Let the agent
decide whether or nol it has any bearing on your
insurance coverage. After all, the reason vou purchase
life insurance today may not be the reason you need it
OF use it tomormow.

Once again, it is important that you be honest and
forthright with the agent. If you give him or her incom-
plete or erroneous information, he or she may come up
with a policy that meally isn't right for you. As the
saying goes, garbage in, garbage oul.

A very important consideration for the financial
future of many people is disability insurance. Virtually
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Figure 3.1 Sample Agant's Cuestionnaine
MOST PEOPLE DEVOTE A LIFETIME TO BUILDING AN EETATE, BUT FEW OF THEM SPEND THE
SHOAT TIME WHICH MIGHT BE REQUIRED TO FLAM ITS CRGAMIZATION AMND ISTRIBUTION.
FURTHERMORE, TODAY'S ECONOMIC CONDITIONS AND TAX STRUCTURE MAKE IT EVEN
MORE IMPORTANT THAT SUCH ARRANGEMENTS BE CAREFULLY CONSIDERED......
FAMILY INFORMATION
I
Your Name Birth Date Age Birth Place
Firsd Wi Lassl
Rasidence
Home Address Years Lived Hera Phone
Previous Srest O ik Zp Code
Address Years Lived There
LT Tily Slae Tip Code
Spousa’s Nama Birth Date Age Birth Place
Firsl Middle Lasi
Former Marriages? Marme You Obligations
Fra Midda Last Copy of Decres
Chidren
I gimaed gve By Priar Birth
maried nemeas| Sax Adooled Mariage Data Haath Wamed Grandchidran
T& [ R [ 7& | W Vea| No | Wa. | Aqole] Saifee)
Special Situations:
[} FINAMCIAL DATA = Prefimirary
Bank & Savings & Loan Accounts:
Checkin Savi
d Hame - hiamé
Aiddress Adddress
Safe Deposit Box — Location: No.
Entitled to Vederan's Benefits? Period of Service
Sarial No. Service Connected Disability Claim No.
To what extent are you and your Eamily efigible for Social Security Banafis?
Yoars Covered Approximate Salary §
Has a Request for Statement of Earmings been filed within the past 3 years?
Your Social Security # Spouse's Social Security #
You Yaur Spouse
Annual Income: § $ § § 5
Salary Invsimerts Salary Ireasimonis Tord
{Eamad [Uesarned |Eamid [Unesimisd
Incoma) incams) incoms] Ircoma)
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Sample Agents Quesfionnaine foominuedl

YOUR

FAMILY INFORMATION {Cantinued)

Aesidanca Age Ocoupaion Heath

Grandparents

Brothers

YOUR SPOUSE’S

Grandparants

Farents

Brothers

Sisters

ADVISORS

[fona o Spocay DKaown)

Attorney

Accountant

Stock Broker

(Inwasimpn Cbfoctvos)

Ingurance Broker

WILLS & TRUSTS  {Otiakn Cagles)

Typa (simple, les@mantary s,
ANB o poLr-Oer)

Date ExacutedLocation

Life Insurance Trust invalved?

Special Bequests
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Figure 3.1 Sampla Agent's Quastionnaire foaidimed]

ADDITIONAL FACTORS AFFECTING YOUR PLAN

Compare, in ferms of your own picrties, the impartance of adequate lunds in order to da the kallowing {indicste ranking by firel, 2acond, el )

Enjoy a comriatabla refiemant.

Take care of self and lamity duing a period of kang-term desabilisy.
Prowide college edusation for al childran.

Teha cars of your family in the avent of your doath,

Any clhers that are important b you.

e e
i —

GIFTS MADE BY YOU OR YOUR SPOUSE (Dver $10,000 in ore year).

iHave Gift Tax
To Dutright Type of Retums Boun
Dale Amount Whom? o Trus? Properly Filod? {Gal copas)
Hava Any Family Members Grazted Ay Trsts? - Detais (38 copes of instrument]
Do Ay Membars Of Your Family Expect To Receive Substaniial Gifis Or Inheritances In The Mear Fubure?
Hama Serrod Estimabid Amount

AT YOUR DEATH

|5 your spouse good at handirg monay?
At whal age and in what Fashion would you wanl your estale 3ssss 1o pass o your childnen?

Tax coniderations aside, in what manner woud you wanl your estaia to ba distrbuted?

YOUR DEATH:
Dependency Perlad

Cansidaring the standard of iving i which they have bacoma accustomed, what i the minimum income you would lice to provids Sor your famiy
whills e children ar sl growing? § Jma. undll voungest chid's aps

Indepandant Lifa Income
thmummmﬂmllﬂnmlrimmamﬂrm#fﬁhmmﬁrurmuhmmuﬂ'ﬁﬂﬁﬂ § i,
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Figura 3.1 Sample Agent's Cuestionnaire oondnued)

25

ADDITIONAL FACTORS (Continued)
AT YOUR DEATH {Carinusd)
Wikl pour spousa v in your present home?
Will iha prasant morigage ba paid on death or from spousa’s monthly incoma® {Circle answer]
Would you want your epouse o devale as much time b raising your childen as hay do now?
Should your spouss be provided a liletime income 5o shat they wan't be dependent upan the childran in later ig?
What #es nonprolessional advisars would your spouse tum Lo fer advios?

In the evant you &nd your Spouse shaukd din whi your chikdren are sl minors, wha would be most quaifed to raise them? Are thans
quardianship provisions in your wil?

In the event you and your spouse are bath deceased, shoukd P chilgren receive your ering estase at age 21, of 4l @ more Malure age?

Chiild Age " Distributed

Ara you planning o leave any specilic assels o Famdy membaens or 1o charity?

EDUCATION OF CHILDREM
Ma. Yaars Estimated Post Graduate Tatal
Chid Ut Goliepa Scheol Acrwal Cost Education Caosl
Do you plan on paying the enlina cost?
How ara you funding this chigation?
RETIREMENT

A A what age do you plan 1o retie?
B. A wial income? 3

e What is the minimumn ameunt below which you would nol be wiling to let your rolingenant income ge? £

DISABILITY
A 1 o bacome: totaly disabied, how long woud your present income last?

B. Diéet ol mployer Sponsor & sick pay plar’? I 20, what portion ol your incoms ks covaned?

How long durirg your disablity are benefils payeble?
Whal |5 the minimum amoun you and your Famidy would need each manth durdng your dsabiiy? &

Do you own disability incose covirage oher Than company sponsored protection?
[¥ 20, pleaysa ohblain the polcies for a complele enalysis)
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Figure 3.1 Sample Agenl's Cuestionnaire (continued)

PROPERTY OTHER THAM INSURAMCE AND BUSINESS INTERESTS

Falr Market ¥alue asd Thiled Owners

Pretenk Ul Rale (%l
FAMILY PROPERTY boinst® Jaint* Il b1 &
Hustsand Wike Chslidren | iSurvirmrship | (Mo Survivos udmes Duee Dalz
{Whl] Rigiisi | ship Rights)

FERSOMAL PROPERTY

HOUBEHOLE FURKESHINGS

PEHSOMAL EFFECTS

ANTOS

DATS

JEWELRY—FLIRS

COLLECTION ~HOBA Y=< FQLEPMEMT

OTHER

REAL ESTATE

RESIDCRCL

SCARCRAL RESIDERCE dlocadiony

OTHER EEAL PROFERTY {localicn)

CASH OR EQUIVALENT

FAVIMGE ACCOUNTS

CHECKING ACCOUNTS

CERTIFMCATEE OF DEPDSIT

CUSTOHHAL ACCOUMNTS Tl

SECURITIES (Marketabile)

TOTAL CORPORATE DONDES

TOTAL MURICOPAL DONDS

TOTAL LL5. GOVT, BOMDS

TOTAL LISTED COKMKBMON 500K

TOTAL USTED PRIFERRED STOMCE

MUTUAL FUMDS

MISCELLAMEQUS

SUBNVIVOR AlUITIES

MORTGAGES, ACCOUNTS RECEIVABLE, ROTES (Unpaid Balance Due You):

TOTAL MORTOALES (MWHEDR

TOTAL ACCOUMTS RECCNWARLE

TOTAL HOTES RECEINVAILE

X g
LY
=

" [n B camrsenity [eopdsdy ilElE ElEss sy llema e thic colemn @e communlly propicly enbemn apecilically slesed 16 b 0 1vRsaaie.

**prani In camman
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Figure 3.1 Sample Agent's Questionnaire (comtinuag]

LIFE IMSURAMCE

it s suggevied Ml iliches and most recent policy anniversany presiem nolices
b wxamined pursonally, if possible. The following informaiion shackd be
recurded on this page. A receipd form i conlaine:d hereind

IPLHLICY MLIFAIERCS)

IMSLIRED

I55LE AGE

MAME UF INSLBANCE COMPANY

COVPHERIOOMT, O MNER

TYPE OF PLAMN

"CASH WALLE

EXTRA DLNETITS 1n.9__ wahvier g
_premidm, acdidental death, efc.)

— e s Tm

AMOUNT OF DASE POLICY

*DAIDENDS (YALLE & QPTION]

TERM RECXERCE]

LOAN CHITITANDIMG

MET AMT. PAYABLE AT DEATH

NEMEFICIARIES JCOMT. (HMEMICIARIES

REASON PLRCHASED

POLICY MLUMDIES)

IMSLIRED

IS5UE AGE

MARE OF INSURAMCE COMPANY

W HRERICONT. DIWNER
TYPE OF PLAN

TEASH WALUE

EXTRA BEMEFITE (2.5, waivers af
premaum, accidendzl death. el

AMOUNT OF pASE POLICY

"DIVIDEMDS [WALLE & CFTECM)

TERM RICERGS)

LiAN OUTSTAMDING

MIT AMT. PAVABLE AT DEATH
DEMEFICIARIES|CONT. BEMENCIARIES

REASOM PURCHASLD

*HOTE: When involved with communily properly=—curent cash values ano mguimd.

PLEASE do nal iend lile policies to the Home Qllice—iorward (his sumeeany of EKS analysis anly,
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Figure 3.1 Sampla Agenl's Ceestionnaine jconimued)

BEMEFITS ARISING FROM CONTINUED EMPLOYMENT

EMPLOYER
Wi could ]:ll'l:l'-'lnfl." spredilic inforialion hal i do ol havet
- —_— B— U [
Departiment_— _ Phane CEN e
GROU® LIFE INSURANCE:
Amwount of Currend Death Bonefil §
Benelcisry Desigrations: Primary._ Contingent
Have vou assigned this benefii? - I Yes, o whom?
Yk ]
TAX DEFERRED COMPEMSATION:
Cualified Plam:_____
P b Poalil-Shering Mg
Amount of Current Death Benoelit 5
Beneficiary: Primary . i — s T T
Percenl Contrbuted by Employer__ % By Employes
Estimaled Pension af .-"nEr.: L5 5 Funding... E—
intanihdy) (Tl
HE. 10 Plan: . —Type of Funding.—.
Yark iy
Annual Contrnfadion Total Contribulicns Crate Started N, af Employees
welfpd— {Self 3 Covered
Your Death Benelit 5 — Primary Beneficiary Cont. Ben

(Crreni]

Split-Choller Plan
Yes Mo

Drescrbe Plan of inswrance, dealh benefit, ownership and beneficiary

Cire Year Term Insurance in force__

__Inereages with Premium—— Cash Value
ik P
Is inswred’s consent required to change beneficlary?
Yas Ho
Deferred Compensalion Agreement . [escribe provisions and fundingf
L= i

{Oetaln coples of any split-dollar or deferred compensation agreements and Selllement INStFuctions.)

OTHER EMPLOYEE DBEMEFITS: Please provide any current informalion available (booklets, elc.)l
Emol mnmﬂr: mlll
ployes Growp: :ﬁtﬁL Tax Deferred Compensation: rmld::
Survivorship Annuily e e Stoeck Bonus Plam
Depemdont Life R Employes Stock Purchase Plam —
Acclidental Death - Qualified Stock Opfion Plan
Travel Accident T Tl Resiricted Siock Plan
[Msmemberment ET SRR — “Shadow” Stock Plan
Hospitalization Tax Deferred Annuity Flan
surgical Expense HBenefits Medical Relmbursement

Major Medical (ther:




every good life insurance agent is also knowledgeable
about disability cov . Because many individuals
and families need disability insurance every bit as
much as they need life insurance, you may want to say
to the agent, “When developing a financial plan for me,
I'd like you to consider whether you feel disability
coverage—or additional disability coverage—is also
appropriate. If you think it is, then I'd like you to make
that part of any overall financial plan you might sug-
gest.” If disability coverage is part of a finandal plan
an agent prepares, you are of course under no obliga-
tion to buy either the disability coverage or the life
insurance. (Any detailed discussion of disability insur-
ance is beyond the scope of this book, but any good life
insurance agent can answer whatever questions you
might have on the subject.}

ATYPICAL INTERVIEW

To give you a sense of what your initial interview
with a life insurance agent might be like, I've provided
below some excerpts from an actual interview between
mysell and a potential life insurance buyer. (The client
gave me permission in advance to record our conver-
gation.) For the sake of clarity and readability, I've
included only my own questions and statements and
have omitted some of those that seemed repetitive or
obvious. I've also done some editing where necessary.

What I'm going 1o do is go through this finan-
clal analysis guestionnaire with you. Let's go
through the estate interview first. We'll start with
how much death benefit and retirement benefit
you need.

Now, people say to me that they've read in
Morey magazine or The Wall Street [ournal or some-
where else that they need twoand a half times their
annual income in death benefit—or five times or
seven of ten. But I don’t think any of these figures
is really scientific; everyones situation and needs
are different. Can the rightamount of death benefit
really be the same for everyone who eamns 570,000
a year? Does a 31-year-old single woman with no
dependents really need the same death benefit as
someone who makes the same income but has six
kids and a spouse who i a homemaker? Each
person has specific needs and wants.

I've designed an analysis where we can plug
information into a computer based on an analysis
model. It's not totally foolproof, but it's a lot more
scientific than multiplying your annual income by
five. ...

If you were to die today, how much income
would you need to provide for your family on a
monthly basis? How much before income tax, and
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how much after tax? . . . Now, in considering this,
why not also consider using part of the death
benefit to pay off the mortgage? This turns out ko
be much eheaper in the long run. Instead of paying
all that interest, you pay a much smaller amount
plus the principal. This means your beneficiary
will need less money on a monthly basis if you die
prematurely,

S0 we can look at things in two ways: (1) if
mortgage payments continue and (2) if the mort-
gage is paid off at your death. What I'll do is una
financial analysis for you (see Appendix B, page
221) for each of these two scenarios. In both cases,
we need to figure out how much your family is
going to need on a monthly basis. .. .

Do yvou and your wife have simple wills or
special wills? Okay, simple wills. Good. There's
nothing wrong with having spedal wills, but they
make financial planning more complex.

Now, there are no right or wrong answers o
the questions ['m going to ask you (the "additional
factors affecting vour plan,” at the top of page 24).
But your answers will help both of us to determine
your needs. . .,

Isyour spouse good at handling money? If not,
you may want bo consider setting up a trust. How
would you like your estate to be distributed? . . .

50 we've figured out that if you were to die
prematurely, your wife would need §3,000 a month
after taxes in 1993 dollars. That's assuming yon
decide to continue paying on the mortgage after
vou die. RiEht now your gross annual inosme s
just about FH0,000. Now, the current federal income
tax on this is $4.504. The Califomnia income tax is
$847, making a total annual income tax of $5,351.
MNow, for the sake of calculation, if you die I'm
going to put your wife in a flat tax bracket of 16¢
on each dollar of income. This isn't 100 percent
accurate, but it works out pretty dlose. 5o if you die
prematurely, your wife really needs $3,846 before
taxes each month,

I'm going to put these figures into my com-
puter, but I'm also going to adjust them for infla-
tipn. Inflation’s been running 4 or 5 percent a year
for some time; over the past ten years, it's :Lw:mgﬁd
4.9 percent a year. S0 s 4.9 percent the inflation
factor you'd like me to use? Good . . .

Mow let's consider college for your kids. Do
you plan tosend both of them to college? Okay, you
do, Let’s estimate some costs here. In 1991, a public
college cost about $6,000 to $10,000 a year, includ-
ing living expenses, and a private one averaged
about $15,000 to §22,000 a year. College costs have
been Euing up at the rate of B percent a year, and
we'll need to build that in, foo. Mow, do you want
to pay for four years of college or only two—or do
you want to pay for a master’s degree for each
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child, too? All right, four years. | suggest we est-
mate the cost in today's dollars at $45,000 per child.
The computer will do all the adjusting for inflation,
rising college costs and the rest. Now, do you want
to pay for your kids’ full education, or do you want
to pay a certain portion and have them work or
take out loans for the rest? Okay, you want to pay
75 percent; I'll build thatin. ...

MNow, at what dream age—knowing you may
never reach that goal—would you like to refire?
And how much income would you like per vear to
live on once you retire? Mow, what's the lowest
maonthly income you feel you could comfortably
live on? Just give me figures in today’s dollars; I']]
have the computer do all the adjusting for infla-
fion.

Ohkeay, now what's a more realistic age at which
you'd like to retire? Good. I'll do a computer run
for both of these ages, and ["ll be figuring in infla-
tion, life expectancies, Social Security bencfits and
80 OIL . ..

I'll do a full computer run for you and get back
o you within two weeks. Then what I'd like to
suggest is that we get together in my office. I'll
have lunch sent in, and we'll do an in-depth analy-
sis of everything, What the computer will show
you is, if you were to die today, how much total
capital you would need, based on all the informa-
tion you gave me today. This analysis will also
show you how much money you need for retire-
ment, how much for death benefit, and so on. You
don’t have to buy this much in death benefit, but
at least you'll know what the realities are.

Let me go through some of the assumptions 'l
be using, As I said, I'll be estimating inflation at 4.9
percent a year. I'm assuming that the spending
power of Social Security benefits will remain the
same [n years e come. If you die prematurely, I'm
assuming that the death benefit will be put into a
capital account eaming 7.5 percent interest each
year; your spouse will dowly and steadily make
withdrawals from that account, starting with the
mterest and eventually eating into the principal,
with the account zeroing out at age 80. I'm assum:-
ing that your spouse will live to be 80, and for any
retirement calculations [ do, I'll assume that youll
live to that age, too. All of these assumptions will
be spelled outin writing when [ deliver your finan-
cial analysi

Is there anything else important that [ need to
know? Okay, then, I'l] take all of this information
back to my office and rumn it through my computer
for you, and I'll be giving you a call within twao
weeks,

Not every interview will precisely follow this for-
mat, of course; different agents have different styles
and approaches, Some will be chatty; others business-
like; sormne will make the interview into a discussion,
others into more of a question and answer session. 1
often hold two meetings instead of one: The first is a
get-acquainted session, in which I begin to establish a
relationship with the client; the second isa more struc-
tured meeting in which [ gather information and ask
more detailed questions. Or, 1 might begin with an
in-person interview and then follow up with a phone
conversation, during which I fill in the financial ques-
tionnaire. (I consider this my responsibility, nok my
client's.) Whatever approach an agent uses, the more
he or she listens, asks questions and makes nobes, the
better.

If you are interested m looking over an actual
financial analysis, vou may wish to see Appendix B,
which presents an actual computer run for one of my
clients (who shall remain anonymous here). You'll see
that this analysis has three parts: (1) a complete de-
scription of all the assumptions used in the analysis, (2)
figures based on paying off the family mortgage in full
if and when the head of the household dies prema-
turely and (3} figures based on continuing to make
mortgage payments after that person's premature

ath.

THE END OF THE INTERVIEW

Through careful questioning, a good agent will
help you to better define your own current and future
financial needs, plans and goals. Based on this infor-
mation, the agent will go back to his or her office,
analyze all the information vou've provided, min some
possible scenarios through the computer and develop
a suggested financial plan for you. (This plan will of
course include life insurance; if appropriate, it may
include disability insurance aswell.] Then, at your next
meeting, the agent will suggest the following:

* The typeof life insurance policy that's best suited for
you (term, whaole life, universal life, a blend, second-
to-die, some combination, efc). In some cases, the
agent may also suggest a particular nmumber of poli-
cies for your family {e.g. one for you and one for
your spouse, one for you alone, one for you and one
for each of your children, one term and one whaole
life policy for you, etc.).

* The approximate amoun! of death benefit you (and,
if appropriate, your spouse, business and/or chil-
dren) need.



* The approximate amount of cash you will necd to
accumulate to accomplish your goals and the year
by which vou will meed to accumulate that amount.
(If term insurance alone can best serve your needs,
the agent will omit this ikem.)

* Proposals for one or more spedific policies thathe or
she believes will work well for you and /or for your
family or business. If appropriate, the agent may
also include one or mom propesals for disability
coverage.

Some agents may not so much make suggestions
as work closely with you to come to some conclusions
and decisions together. This is the way 1 like to work.
Both metheds—offering suggestions or coming to joint
decisions—are highly professional and acceptable.

Certain agents may give you a quick rundown of
some of your options, either at your first mesting, your
second or both. For instance, they might explain that
you can choose between a policy that requires an an-
nual premium every year, one thal requires only 20
{much larger) annual premiums to provide coverage to
age 100 or one that requires only 10 (larger still) premi-
ums to provide similar coverage.

Whether or not an agent does this depends a good
deal on what he or she has learned from you in your
initial meeting, For example, if the amount of money
you can put into life insurance is extremely Emited, the
10- and 20-premium options are obviously out of the
question, Om the other hand, the agent might let you
know about certain other choices—for instancoe, a pol-
icy where the premium starts out low but goes up
every year versus one where the premiums start out
somewhat higher but stay level for five or ten years at
& tirme.

What you don’t wani |5 someone who seems Lo
know exactly what they want to sell you before they
have gotten a good deal of information from you, This
agent does not have your best interests at heart. Po-
litely thank the agent and end the meeting, You need
an agent who has no preconceived notions or hidden
agendas.

At your initial meeting. the agent may also help
yvou outline a gemeral Anancial plan, with details and
spaecifics to be worked out later and presented at vour
second meeting. Unless you are wealthy, this plan will
probably be fairly simple and straightforward. It may
include nothing more than a simple term life insurance
policy: one or more whole life policies; a blended,
universal life or second-to-die policy: or some combi-
nation of these.

Throughout your meeting, observe the agent
closely and carefully. Is the person polite, patient and
helpful? Does he or she answer your questions clearly
and completely? Has he or she been thorough in get-
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ting information from you? Has the agent been con-
cerned with you and your unique circumstances? Does
the financial plan suggested make sense to vou? Has
the agent’s focus clearly bean on helping vou rather
than on simply selling vou a policy?

If the answer to all of these guestions is yes, then
you've located a very good life insurance agent—
somecne you can trust and with whom you can build
a long-lasting and successful business relationship.
MNevertheless, it's important that yvou end your meeting
by reminding the agent to do three things

1. The agent should come up with an overall financial
plan for you as well as bring you one to four pro-
posals for policies that he or she believes will be

highly appropriate for you.

2. Before offering you a policy proposal from any

ingurance company, the agent should first ask an
actuary at that company the O'Meill Questions. He
ot she should look over the answers to those gues-
tions and decide if the company is both realistic
about its illustrations and in strong financial shape.
The agent should then offer you policy proposals
pily from companies that have provided satisfac-
lory answers.

3, When offering vou a proposal from any company,

the agent should provide you with that company's
answers to the O'Meill Cuestions. Tell the agent
that these angwers mugt be provided in writing and
signed by @ company acluary, and they must include
current ratings a5 well as bwo sets of interrogato-
rics: the Schedule M Supplement and the Exhibit 8
Supplement.

The previous sentence may sound complicated at
first, but onee again, it's not. Look back at the last twn
O'Meill Questions for a moment. Like all of the ques-
tionsg, the final bwo questions have yes or no answers.
However, in each case, if an insurance company an-
awers yes, ilmust also provide your agent with certain
information. In the case of the 12th question, It must
provide its current ratings, which are expressed in
modified letter grades such as A+, A, Baa, ete. Every
actuary af every insurince company hows by heart exactiy
what their company’s current ratings are from all of the
muajor rating agencies. As for the interrogatories, these
are simply the insurance company’s answers to two
sets of questions that all life insurance carriers are
required by law o file; the actuary can easily make a
P vy of both sets of interrogatories—officially
called the Schedule M Supplement and the Exhibit 8
Supplement—and mail the coples to your agent. (Some
agents may already keep this information from many
companies on file and may update those files every
year)
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MNote once again that, for now, you do not need to
know the specific answers to the O'Neill Questions
yourself, You simply want to make sure that the agent
performs due concern on your behalf. Also note once
again that this is not a large or difficult task, The agent
needs only to send the list of questions to a company
actuary, get the ackuary’s responses, read them over
and bring them to you. I, in looking those answers
over, the agent realizes that the company is not as
financially stable as it should be, he or she knows to
look fora policy from another company instead.

Of course, if you're not happy with an agent's
attitude or actions im your initial meeting, don’t ask the
agent to do any of the three things just listed. Simply
thank the agent for his or her time and say goodbye.

If the agent las done a good job thus far, however,
make a second appointment. At this second appoint-
ment, the agent will offer you one or more specific life
insurance proposals. IF they have not already sug-
gested an overall financial plan for you, they shoulddo
this as well at your second meeting. I they already
have outlined a general plan for you, they may add
some more details or suggest some changes at that
time. Although this meeting might be as brief as one
hour or as lengthy as three, you are usually safe if you
schedule a two-hour meeting,.

Before the agent leaves, it is a good idea to make
o final point “Tf you can’t find a policy that's right
tor me from a good insurance company; please let me
know. I don't want to waste your Hme looking at
inappropriate policy proposals or proposals from sec-
ond-rate companies.” A good agent will understand
your concern completely.

When vour first meeting is over, thank the agent
for his or her time and assistance and let the agent

know that you're looking forward to seeing some spe-
dfic proposals.

SOME FINAL TIPS

If you're fortunate, you'll find two or more first-
rate agents with whom to make inifial appointments.
If 8o, that's great: You're in the enviable position of
being able to choose not just among insurance policies
but among potentially excellent agents as well. Go
through each interview in exactly the same way; take
your time with each agent and treat all of them equally.
Although it may seem time-consuming to have to an-
swer some of the same questions two or more times,
do so thoroughly and honestly. Keep in mind that
you're getting two extra benefits in exchange: (1) the
chance to see different agents in action and (Z) the
chance tocompare them (and the policy proposals they
will ultimately offer you) against one another.

If you find only one agent who seems savvy
enough to make an appointment with, that's fine, too.
After all, you need only one good agent. However, if
the agent i= mot as helpful or knowledgeable in person
as they should be, don’t work with him or her. You are
better off making more phone calls and taking the extra
time o find someone who will do the kind of job you
want and deserve.

In Chapter & I'll discuss in detail the process of
r;hmﬁLnE a pnlh;'},r. In the next two chaplers, T]mugh,. I'd
liketn:rtal:e a step back and look more closely at two

considerations: (1) the different types of
pu].-lr.:le-s available (Chapter 4) and (2) the financial
strength and stability (or, in some cases, the weakness
and instability} of insurance compandes (Chapter 3).



