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This presentation is for basic investment education. It is not a substitute for reading 
plan documents, materials provided by fund companies, or materials provided by 
your employer. This presentation should not be the sole source for your investment 
decisions, and any performance data quoted represents past performance and does 
not guarantee future results.
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Let’s start off with one of the types of insurance that most people are familiar with –
homeowners or renters insurance. As you might guess, homeowners insurance is for 
people who own their home, and renters insurance is purchased by tenants. Both 
homeowners and renters insurance are trying to accomplish the same thing – to 
provide financial protection for policyholders against property damage, legal liability 
costs, and medical payments to others.

The core difference lies in the types of property damage covered. As you can see on 
the screen, there are five types of coverage here – dwelling, personal property, 
personal liability, additional living expenses, and medical payments. 

They’re all included in both homeowners and renters insurance except for dwelling –
that’s only for homeowners. The dwelling refers to the structure of a home, and the 
insurance covers physical damage to the home itself – the walls, roof, floors, doors, 
and other parts of the structure.

Most homeowners insurance policies cover a standard set of common perils – things 
like wind and hail are among the most common, while fire and lightning are among 
the most expensive. Your coverage here will depend on the specific policy. But there 
are some perils that are almost always excluded from dwelling coverage, like floods 
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and earthquakes. Another one people don’t often think about is damage to 
underground, exterior utility or service lines. 

You can, however, get specific insurance policies to cover these perils. When 
determining if you’d need these types of coverage, consider the cost of rebuilding or 
repairing if damage occurred, as well as replacing personal belongings if damaged or 
destroyed.

Personal property can be anything from your clothes to your furniture to your 
television. When you buy renters insurance, selecting your personal property 
coverage is the most important part of the process, as it is the main coverage feature 
and will be the biggest driver of the price of your policy. Many of those exclusions 
from dwelling coverage will have the same treatment under this feature.

Personal liability coverage protects you from the legal exposure of bodily injury or 
property damage caused to others. Additional living expenses, also known as loss of 
use coverage, protects you from the financial hit of living outside of your own 
residence. It’ll cover you for abnormal living expenses. Medical payments coverage is 
different from personal liability coverage, because legal liability doesn’t have to be 
established.

Condo insurance is slightly different than either homeowners or renters insurance, 
because the condo association usually covers some of the liability.
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The important thing to know is that most states require drivers to have auto liability 
insurance before they can legally drive a car. A basic auto insurance policy is 
comprised of six different kinds of coverage, each of which is priced separately. 

Bodily injury liability coverage is usually mandatory. It pays for physical injury and 
death caused to others by the driver responsible for an accident. Most states set 
minimum levels of bodily injury liability coverage that drivers must have, but you can 
buy more than that to protect your personal assets. This coverage pays for things like 
medical bills, loss of income, and pain and suffering, but only to parties to whom the 
insured is legally liable. It also provides legal representation for the policyholder in the 
case of a lawsuit. 

Medical payments coverage is also known as personal injury protection. It pays for 
reasonable and necessary medical or funeral expenses that result from bodily injury 
or death after an accident, regardless of who is at fault. 

Property damage liability pays for the damage a policyholder – or someone driving 
the car with their permission – may cause to someone else’s property. This could be 
another car, but it also includes lamp posts, telephone poles, fences, etc.
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Collision coverage is for physical damage to your car when it collides with certain 
objects, like a tree or another vehicle. Collision coverage is generally sold with a 
deductible of $250 to $1,000. 
The deductible is the amount you have to pay out of pocket in the event of a loss. The 
higher the deductible, the lower the premium. Be sure to pick an amount you can 
afford. 

Comprehensive coverage is for automobile damage from a covered loss other than a 
collision, such as fire, theft, severe weather, or contact with either animals or falling 
objects. Comprehensive coverage may also pay to fix your windshield if something 
cracks it. Together, collision and comprehensive are often referred to as physical 
damage coverages.

Uninsured motorist coverage will reimburse the policyholder, a member of the family, 
or a designated driver if one of them is hit by an uninsured or a hit-and-run driver. 
Underinsured motorist coverage comes into play when an at-fault driver has 
insufficient insurance to pay for the other driver’s total loss. This coverage will also 
protect a policyholder who is hit while a pedestrian.
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Now we’re going to look at two coverages that sound similar but have different 
purposes – first, identity theft insurance, then cyber insurance. We live in a 
technology-driven world, so these are important coverages to understand.

Identity theft insurance reimburses identity theft victims for money spent on 
reclaiming their financial identities and repairing their credit reports. Those costs can 
range from phone bills to legal help. Policies often provide specialists who can help 
guide victims through the identity restoration process. Reclaiming your identity can 
be slow and costly, but a specialist acts as your advocate and can assist you with 
paperwork, help set up conference calls, give you talking points, and assist with other 
tasks to help address your situation more quickly.

Keep in mind, identity theft insurance does not cover direct financial losses you may 
incur as a result of identity theft. It only reimburses some of the expenses that 
happen after identity theft occurs. Depending on your policy, these might be legal 
fees, credit monitoring services, notary fees. 

You should check to see if it’s already included in your homeowners or renters 
insurance policy. If it’s not, you may be able to add it to that policy. Or you can buy it 
as a stand-alone policy. Either way, identity theft insurance usually costs from $25 to 
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$50 a year. If you’re thinking about getting identity theft coverage, find out what the 
policy limits are, if there’s a deductible, and if it covers lost wages and legal fees.

Keep in mind, if you’re a victim of identity theft, it could have other negative 
consequences – the thief may still have access to your personal information. Which 
leads us to cyber insurance. In general, a personal cyber insurance policy will provide 
financial reimbursement for the costs associated with the theft of digital information 
and assets up to your policy's limits. As we know, there are a variety of ways 
cyberattacks can result in a monetary loss, ranging from the theft of bank account 
funds to payments made after extortion through an anonymous online threat. 

There are three categories of cyber insurance. Cyber attack coverage is sometimes 
called cyber personal and home protection coverage. It protects the policyholder 
against the financial consequences of personal online attacks and also protects 
against the integrity of your home systems.

Cyber extortion is when online criminals threaten the release of sensitive personal 
data or prevent individuals' access to their technology devices in return for a ransom. 
A personal cyber insurance policy with cyber extortion coverage reimburses 
individuals for payments they made under the duress of an extortion threat. Not only 
that, but it may also cover the costs of conducting an investigation to diagnose the 
cause of the event and help prevent such an occurrence in the future.

And the third category is cyber financial loss from fraud coverage. It refers to a pretty 
wide range of scenarios, which include identity theft, stolen bank funds, or fraudulent 
use of credit cards or checks.
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Life insurance is an agreement between you and your insurance company. You make 
regular payments, called premiums, and the insurance company pays your 
beneficiaries a tax-free lump sum of money when you die. In other words, life 
insurance is to provide for your loved ones if something happens to you. Additionally, 
with some policies, you purchase other benefits to use during your lifetime, like 
accessing the policy’s cash value, which can be used for a down payment on a home. 
You can also accelerate death benefits and use them for health care needs.

Here are some things to think about when you’re buying life insurance: 

Number one, you want a policy that fits your needs without costing too much. So you 
have to decide how much you need, how much you can afford to pay, and the kind of 
policy you want. To determine the amount you’ll need, one way is to figure out how 
much cash and income your dependents would need if you were to die. You can think 
of life insurance as a source of cash needed for expenses for final illnesses, paying 
taxes, mortgages, and other debts. It can also provide income for your family’s living 
expenses, educational costs, and other future expenses. Your age, gender, health, 
lifestyle, and occupation all factor into the cost of life insurance.

The two broad categories of life insurance are term and permanent. The one that’s 
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best for you depends on your needs and could even be a combination of products. 
But put simply, term life insurance provides a death benefit for a set period of time. 
The term is typically between one and 30 years. When the term is up, you can renew 
your policy or let it end. This is pretty straightforward insurance and what most 
people start out with.

Some of the benefits of term life insurance are that it provides tax-free money to your 
loved ones when you die. It tends to be less expensive than permanent insurance –
you can generally buy a larger amount of insurance for a smaller premium. In 
addition, some policies allow conversion to a permanent policy in the future, should 
your health change.

As you might expect from the name, permanent life insurance policies are meant to 
be protection for the long-term. As long as you pay your premiums, you can’t outlive 
this coverage.  Permanent insurance offers different policies, so you can customize 
your coverage to meet your needs. Whole, universal, indexed universal, and variable 
universal all fall into this category. Most policies build cash value, which can be used 
in your lifetime to supplement your retirement savings, help pay for medical 
expenses, or fund your kid’s college education. In addition to providing tax-free 
money when you die, permanent policies offer a way to potentially grow your money 
in a tax-deferred account. When done correctly, cash withdrawals from the policy 
generally aren’t taxed either. There’s no early withdrawal penalties, no required 
distributions, and payouts won’t lower your Social Security benefit.
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Your income pays for pretty much everything, from housing to utilities to food to 
childcare, and much more, right? If you’re like most people, being without income 
because of an unexpected illness or injury could have serious financial 
consequences. But that’s where disability insurance, also known as income 
protection, comes in. It’s like a backup plan to help protect your income if you’re too 
sick or hurt to work. You’ll receive a set amount each month, just like a paycheck. If 
you’re not sure if you need disability insurance, consider this: the Social Security 
Administration has found that around one in four 20-year-olds will become disabled 
before they retire.

Short-term disability insurance replaces a portion of your paycheck for a short period 
of time. Think three to six months. Most people get short-term disability through their 
employer. You can get an individual policy through some private insurers, but these 
plans generally cost more than they’re worth. 

Long-term disability insurance provides coverage if you’re out of work for a longer 
period of time. Think years or even decades. Long-term disability premiums are 
based on age, gender, occupation, and the policy’s various features, but you can 
generally expect to pay between 1% to 3% of your annual salary for a policy. Long-
term disability is sometimes offered by employers, but the benefit is less common, 
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and the coverage is often inadequate. That’s why people tend to take out 
supplemental long-term disability policies. When you buy a long-term disability policy, 
because premiums are paid on an after-tax basis, the benefits aren’t taxed. That 
means a policy that pays out 60% of your gross income would effectively replace 
most of your take-home paycheck. 

These policies generally fall into two buckets: own occupation and any occupation. 
Own occupation disability insurance defines a disability as the inability to work at 
your regular job – or your own occupation. To qualify for any occupation disability 
insurance, you must be unable to work at any occupation. This is a harder policy to 
claim benefits from, but it’s also usually less expensive than an own occupation 
policy.

Short- and long-term disability insurance policies work best in tandem. Long-term 
disability insurance doesn’t kick in right away. There’s an elimination period you’ll 
wait out. It’s usually anywhere from 30 to 365 days – which will hopefully be around 
the time your short-term disability insurance is expiring, because those policies are 
generally for three to six months. Long-term disability policies typically pay out for 
two, five, or ten years. And sometimes until retirement. 
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Long-term care refers to a host of services that aren’t covered by regular health 
insurance. This includes assistance with routine daily activities, like bathing, dressing 
or getting in and out of bed. This may involve a nursing home or assisted living 
facility, but it could also be for in-home care or home modification. Long-term care 
isn’t cheap. In Indiana, the median cost of care in a semi-private nursing home room 
is more than $80,000 a year. 

People generally buy long-term care insurance for two reasons: to protect their 
savings and to get more choices for care. The more money you can spend, the better 
the quality of care you can get. If you have to rely on Medicaid, your choices will be 
limited to the nursing homes that accept payments from the government program. 
Medicaid does not pay for assisted living in many states.

A stand-alone policy is also known as traditional long-term care insurance. This kind 
of policy ensures that no matter where you need care, you’ll have the money to cover 
at least a portion of the bill. A lengthy stay at a nursing home is less likely to drain 
your savings or wipe out your estate.

If you add long-term care as a rider on your permanent life insurance, this is 
sometimes called a hybrid or combination policy. Long-term care riders are generally 

9



only available through forms of permanent life insurance such as whole, universal, or 
variable policies. The rider allows you to receive a portion of the death benefit while 
you’re still alive, and this death benefit can be used to pay for long-term care 
expenses. To access the death benefit, a doctor would need to diagnose you with a 
chronic illness first. And under most policies, you’ll have to pay for long-term care 
services out-of-pocket for a certain amount of time, such as 30, 60, or 90 days, before 
the insurer starts reimbursing you for any care. One main advantage of adding a long-
term care rider to life insurance is that the premiums are usually fixed. With a stand-
alone plan, the provider may increase the premiums yearly. 

As you might expect, your age, family history, and health factor in the rates you might 
pay for long-term care insurance – the older you are and the more health problems 
you have, the more you’ll pay when you buy a policy. Your gender and marital status 
are also factors. The insurance company you choose makes a difference, too. Prices 
for the same amount of coverage will vary among insurance companies. That’s why 
it’s important to compare quotes from different carriers. And, of course, consider the 
coverage. You’ll pay more for richer coverage, such as higher limits on the daily and 
lifetime benefits, cost-of-living adjustments to protect against inflation, shorter 
elimination periods, and fewer restrictions on the types of care covered. To find the 
right policy, first determine the type of risk you're trying to cover. Consider your 
health, hereditary conditions and longevity in your family, availability of family 
caregivers, and personal preferences.
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Let’s say you are brand new to the world of insurance. How would you go about 
wrapping your head around all the content we’ve just discussed? Well, we’ve actually 
walked through it in the order we’d recommend – you want to get those basic 
coverages first, for your home and your vehicle. Then you want to consider how to 
protect and provide for your loved ones, so some kind of life insurance policy. And 
then adding on disability and long-term care.

You may have heard of umbrella insurance, but what is it and who might need it? 
Umbrella insurance is a form of liability insurance that will supplement your basic 
liability policies, such as your auto, home, or renters insurance. An umbrella liability 
policy covers a much higher limit and goes above and beyond claims directly relating 
to your home and auto. The main purpose of an umbrella policy is to protect your 
assets from an unforeseen event, such as a tragic accident in which you are held 
responsible for damages or bodily injuries. If another party files a lawsuit against you, 
your umbrella coverage will pay for the damages you're legally responsible for up to 
the policy limit. As a general rule, it’s good to have a one-to-one ratio – so your policy 
should cover your net worth, up to $5 million.

If you need help determing the various types and amounts of insurance your family 
needs, connect with our team at Shepherd Financial, and we can incorporate 
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insurance into the larger conversation of your financial plan. We’ll make sure you get 
the support and direction you need. Insurance isn’t a one-and-done conversation 
anyway – it should be part of your bigger financial picture. You want to make sure 
you’re reviewing your policies and coverage regularly, especially as major life events 
occur – like getting married, adopting a kid, or buying a house. Conducting these 
regular reviews can help you identify cost savings and care for your overall financial 
health.
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Don’t forget our next Open Phone Day is Tuesday, July 7th, and you can sign up for 
that by emailing shepfinteam@shepherdfin.com. If you’d like to chat with one of our 
team members at any other time, you can always call us at 844.975.4015 or 
317.975.5033.
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