	A Life Insurance Worksheet

	Completing this worksheet can help in estimating how much life insurance you need. Use current dollar amounts, and for guidance on specific items, see the accompanying instructions.

The example is for a 45-year old man who earns $75,000 a year.  His wife, age 42, earns $25,000 working part-time.  Their two children are ages 15 and 12.

	Funds To Cover Special Needs
	You
	Example

	1.  Funeral and other final expenses
	$
	$      10,500

	2.  Estate taxes
	+
	+

	3.  Paying off mortgage (optional) 
	+
	+    250,000

	4.  Paying off other family debts (optional)
	+
	+      10,000

	5.  College fund
	+
	+    120,000

	6.  Other special needs
	+
	+

	7.  Subtotal
	=
	=    390,000

	
	
	

	Funds For Survivors’ Living Expenses
	
	

	8.  Current household expenses
	$
	$     51,500

	9.  Target percentage
	x
	x         67%

	10. Survivors’ annual expenses
	=
	=     34,505

	11. Social Security benefits
	-
	-

	12. Spouse’s take-home pay
	-
	-      20,000

	13. Annual need
	=
	=     14,500

	14. Number of years needed
	x
	x            38

	15. Subtotal
	=
	=   551,190

	
	
	

	Getting To The Bottom Line
	
	

	16. Total amount needed (lines 7 + 15)
	$
	$   941,190

	17. Existing insurance
	-
	-    150,000

	18. Income producing assets (optional)
	-
	-      65,000

	20. Additional insurance needed
	=
	=   726,190

	Instructions And Explanations (line by line)

	1. The average funeral expense in North Carolina is $8,500.

2. Federal estate taxes are imposed on estates of $2,000,000 or more, but sums left to a spouse are not subject to the levy.  State taxes vary.  If applicable seek legal advice.

5. For the 1998-99 academic year, average costs for college tuition, fees, room, board and other expenses were $10,458 at public schools and $22,533 at private schools, according to the College Board.  Costs have been increasing at the rate of 5% a year for the last 3 years.  The estimated cost of a private four-year degree in 2023 is over $245,000.

6. This might be a lump sum for one’s elderly parents or for a favorite charity.

8.     Family’s annual employment income, minus taxes and money set aside as savings.  Also subtract mortgage principal-and-interest payments if part of the insurance proceeds would be used to retire the mortgage.  In the example, the couple’s $100,000 of wages is reduced by $25,000of tax, $7,000 of savings and $16,500 of mortgage payments

9. and 11.  You might use a target of 80% to reflect the likelihood that some expenses would drop in your absence.  But a higher figure, perhaps 100%, might make sense if the family would have added costs for childcare or other services.  You can call the Social Security Administration to get a personal estimate of your Social Security benefits.  As a shortcut, if there are minor children and the calculation is simplified by not including Social Security benefits as income, use a target of two-thirds (67%).

14. The example assumes the wife will live to age 80 and the husband wants to provide for her until then

17. The example assumes the husband has group insurance at work of two times his pay.

18. Savings and investments plus any sums that would be paid at death from retirement plans.  You might leave your accumulated savings out of the calculation if you want insurance to provide for your spouse until retirement age and the assets to take over after that.
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