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Analyzing Financial Needs 
 

Jerry and Elaine Bunker have eight-year-old twins, Buffy and Willow, and a dog named Newman. As the only salary-earner in the 
household, Jerry wants to ensure that, if he suddenly passed away, his family could maintain it current standard of living – which 
requires $36,000 a year to support his wife and kids. He would like to ensure that his family’s expenses would be paid for 10 years, 
including the costs for a private college education for both his daughters (once they turn 18). 
Before meeting with his insurance adviser, Jerry has decided to sit down with his standard insurance needs worksheet to examine 
his family’s income, assets, and expenses. Lend Jerry a hand by reviewing his numbers and calculating whether he would have 
enough life insurance coverage if he died today. 
 

Current Financial Situation 
Mortgage balance $150,000 
Credit card debt $3,000 
Car loan balance $10,000 
Annual income from stock dividends & bank interest $1,500 
Savings account & mutual funds $50,000 
Retirement savings (401(k) account) $35,000 
Current life insurance policy coverage $250,000 

 
Insurance Needs Worksheet 

Income: 
1. Total annual income Bunkers would need if Jerry died today $ 
2. Annual income from other sources (stock dividends, interest income, spouse’s 

earnings, etc.) $ 
3. Income to be replaced for one year. Subtract Line 2 from Line 1 $ 
4. 

Income to be replaced for 10 years. Multiply Line 3 by the appropriate factor in 
Table A to determine how much money he would need today to provide that 
income in the future. 

$ 
Expenses 

5. Funeral and other final expenses $5,000 
(average cost of funeral) 

6. Mortgage and other outstanding debts (i.e. credit card balances, car loans) Add up 
all outstanding debts $ 

7. 
College costs in today’s dollars for Jerry’s twins (2000-01 average cost for a 4-year 
private college education was $115,000. Using Table B, multiply the cost for 
both daughters by the appropriate factor to estimate how much money you 
would need now to pay these future costs. 

$ 
Total Capital Required 

8. Add Lines 4, 5, 6, & 7. This is how much money you would need now in order 
to replace all income and cover all current and future expenses. $ 

Assets 

9. 
The Bunkers’ savings & investments (bank account balances, money market 
accounts, CDs, stocks, bonds, mutual funds, etc.) Add up all current savings & 
investment account balances. 

$ 
10. Retirement savings (IRAs, 401(k)s $ 
11. Jerry’s current life insurance coverage $ 
12. The Bunkers’ total income-producing assets. Add Lines 9, 10, & 11. $ 

Additional Life Insurance Needed 

13. 
Subtract Line 12 from Line 8. This is how much additional life insurance is 
needed by the Bunkers. If Line 12 is greater than Line 8, they already have 
adequate life insurance. 

$ 
 

Table A  Table B 
Years Income Needed Factor*  Years Before College Factor* 

5 4.5  5 0.82 
10 8.1  10 0.68 
15 11.1  15 0.56 
20 13.6  20 0.46 

Current value is multiplied by this factor to 
determine future value 

 Future value is multiplied by this factor to 
determine current value 

 
* Factors are based on an assumed inflation rate of 4% and return on investment of 8% 
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