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Life Insurance:
The Importance of Annual Reviews

hen Judy purchased her life insurance policy ten years ago, she

assumed her insurance planning was complete. She figured that
if she just paid her premiums on time, she could sit back and not think
about life insurance anymore. True, Judy’s policy has provided her with
peace of mind by helping to protect her family. However, that doesn’t mean
she should let her insurance policy run on autopilot. Life insurance is just
like any other piece of your financial puzzle. It should be monitored peri-
odically as your circumstances and needs change. This can help ensure that
your life insurance is achieving its desired objectives. Here are some things
that Judy, like all policyholders, should review at least annually.
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Judy must first determine if her original reasons for purchasing her pol-
icy are still up-to-date. She should also evaluate any additional needs. For
instance, when Judy initially purchased her policy, she was newly married
and owned a modest home. Now Judy and her husband, Jim, have four
children and a much larger home. Is Judys
existing policy appropriate for these new
circumstances? She may need additional life
insurance to help cover a larger mortgage,
fund college for four children, and contrib-
ute to her family’s financial security.

If Judy’s existing policy is term insurance,
she may want to consider converting it to
a permanent policy. Permanent insurance
contains a cash value component that offers
the potential for tax-deferred accumulation,
as well as the same death benefit features of
term insurance. In the future, the cash value
could come in handy to help supplement retirement income needs. Keep in
mind that withdrawals and loans taken against a policy’s cash value could
affect the death benefit and may have tax consequences.
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