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Riders Explained:
Tailoring Life Insurance to
Fit Your Unique Needs




Introduction to Life
Insurance Riders
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Life insurance is a core component of financial planning, providing financial
protection to your loved ones in the event of your passing. Yet, a basic life
insurance policy may not account for the unique aspects of your life, such as
specific family needs, health considerations, or financial goals. This is where
riders—additional policy features or enhancements—come into play.

Riders are designed to help tailor life insurance coverage to fit the individual
needs of policyholders. For example, if you're concerned about income
replacement in case of disability, a Disability Income Rider can provide income to
cover living expenses. A LTC or Chronic lliness Rider can provide options to help
pay for medical expenses if you are unable to perform 2 or more activities of daily
living. A Child Rider could potentially provide additional funeral protection for your
child, depending on your financial situation and risk tolerance.

With the right combination of riders, a standard life insurance policy can be
tailored to your life stages, support your family, and provide additional protections
during unforeseen circumstances.
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Understanding Life
Insurance Terms
and Concepts

Here's a glossary of terms to familiarize
yourself with the basic concepts
surrounding life insurance and riders:

Insurance Provider

The company that issues your policy,
and is responsible for paying claims
based on policy terms.

Premium

The payment required to keep your
policy active. Some riders may increase
this cost.

Policy Owner

The individual who owns the policy and
has the authority to adjust its terms,
add, or remove riders.

Beneficiary

The person or people designated to
receive the death benefit if the insured
passes away.

Death Benefit

The amount paid to the beneficiary
upon the insured'’s death.

Cash Value

A feature in permanent policies that
accrues over time and can be borrowed
against if needed.

Understanding these terms is key to
making informed decisions about life
insurance riders and determining which
ones align best with your needs.

How Riders Enhance
Life Insurance

Riders can potentially offer flexibility, protection, and financial
security, allowing policyholders to shape their life insurance
policies around specific needs. Here are three key areas
where riders add value:

Flexibility

Life insurance riders enable you to adapt coverage as your
circumstances evolve. For example, a Guaranteed Insurability
Rider allows you to increase your coverage as your financial
responsibilities grow without undergoing additional medical
exams.

Encourages Financial Preparedness

Some riders provide direct financial assistance for situations
that traditional policies don't cover. A Chronic lliness Rider,
for example, allows access to funds if you develop a
qualifying chronic illness that impacts your daily life. Riders
like the Waiver of Premium and Disability Income Rider help
maintain financial stability if you're unable to work.

Tailored Protection for Beneficiaries

Riders can be a useful tool to help you consider different
ways to help protect your family’s financial needs. For
instance, an Income Protection Rider distributes the death
benefit as regular annual income to beneficiaries as opposed
to a lump sum, reducing the risk of mismanagement or quick
depletion of funds.




1. Term Insurance Rider

Purpose: Adds temporary, increased coverage during high-need
periods.

In-Depth GUIde Appropriate for: Individuals who have specific, temporary
tO Common Life financial responsibilities, like young children or a new mortgage.

. Details: A Term Insurance Rider allows you to add a temporary,
Insurance Rlders higher death benefit to a permanent policy. This is useful for
those in life stages where financial obligations may peak, such as

it seien [efees A eEiee young parents who want additional protection for their children.

breakdown of various riders, with

in-depth explanations, case studies, Cost Generally lower than a full permanent policy

and cost-benefit tables to illustrate

their advantages. Coverage Provides additional coverage for a specific term
Pros Cost-effective for high-value temporary coverage
Cons Coverage expires at the end of the term

Example Scenario:

Imagine David, a 35-year-old with a mortgage and two young children. He adds a Term Insurance Rider to his
permanent life policy for a set number of years, which will provide extra funds to cover his family’s needs until
his children are adults.

2. Guaranteed Insurability Rider

Purpose: Allows for future increases in coverage
without a health exam.

Appropriate for: Younger policyholders who may
have changing needs over time, such as starting a
family or buying a home.

Details: This rider lets you add coverage at
specified intervals or life events (like marriage or
the birth of a child) without further medical
underwriting. This is beneficial for those who
expect their financial needs to grow but want to
avoid potential medical exam complications in
the future.

Pros: Offers flexibility to Cons: Higher premium

Cost adjust coverage as needs compared to policies
Adds a small increase to the premium change without this rider

Benefits Example Scenario:

Increases coverage without requiring new Sarah, age 27, starts with a modest policy but adds a
exams Guaranteed Insurability Rider. At 32, she increases her

. coverage after buying a home, all without needing a
Suitable For Realthieany

Policyholders planning for future life changes




3. Accelerated Death Benefit Rider
Also Known As: Terminal lliness Rider

Purpose: Provides access to a portion of the death benefit if the
insured is diagnosed with a terminal illness.

Appropriate for: Policyholders who want financial flexibility to cover
end-of-life expenses.

Details: This rider allows policyholders diagnosed with a terminal
iliness to use part of their death benefit to cover expenses, typically tax-
free. It's a good option for those who want financial flexibility without
altering their policy’s primary purpose.

Cost Typically included in a standard offering

Benefit Payment Typically tax-free, but consult a tax professional additional coverage for a specific term
Pros Has the potential to help alleviate financial concerns during terminal iliness
Cons Reduces the final payout to beneficiaries

Example Scenario:

Mary, a 60-year-old policyholder, is diagnosed with a terminal iliness. With her Accelerated Death Benefit Rider,
she accesses a portion of her policy’s benefit to help with hospice care, providing financial relief for her family.

4. Chronic lliness Rider
Purpose: Covers expenses related to chronic illness needs.

Appropriate for: Individuals without separate long-term care (LTC) coverage or who want additional health-
related protection.

Details: The Chronic Iliness Rider allows access to funds if the insured is diagnosed with a chronic illness,
defined as an illness that hinders daily activities (like dressing or bathing). This rider can help cover costs
associated with assisted living or in-home care.

Pros Cons

Cost Coverage
Aims to provide
financial support

for individuals with

chronic illnesses.

Varies based on Typically tax-
coverage and exempt, with caps
policy type based on care costs

May not cover all
chronic illness
expenses

Example Scenario:

John, a 55-year-old with a family history of cognitive decline, adds a Chronic lliness Rider. This can provide
access to funds for care if he develops dementia or another qualifying chronic condition.




Additional Riders Overview

Rider

Purpose

Who It's For

Death Benefit

event of accidental death

Waiver of Prevents a lapse in coverage in cases of Self-employed individuals or those without
B critical iliness, serious injury, or physical disability insurance
impairment.
Disability Pays a monthly income if disabled and can no Those without employer disability coverage
Income longer work.
Accidental Increases the payout to beneficiaries in the Individuals who want added security for

u nexpected events

Guarantee Rider

Income Allows the death benefit to be paid as regular Beneficiaries who need structured income
Protection Income
- . _ Those who want to eliminate risk the polic
No-Lapse Guarantees the Death Benefit will remain in force policy

may lapse in the future

Return of
Premium

Refunds premiums if the insured outlives their
term life insurance policy

Policyholders looking for long-term flexibility

Checklist for Choosing the Right Riders

Use the checklist below to guide your selection of life insurance riders. Check each statement that applies to
your situation to see which riders may be beneficial:

Do you have young children
or financial dependents?

Suggested Rider(s):
Term Insurance Rider, Child Rider

Are you self-employed and
lacking disability benefits?

Suggested Rider(s):
Disability Income Rider, Waiver
of Premium

Need more coverage if health
worsens or finances grow?

Suggested Rider(s):
Guaranteed Insurability Rider

Are you concerned about
affording long-term care in
case of chronic illness?

Suggested Rider(s):
Chronic lliness Rider, LTC Rider

Do you have estate tax
concerns that could impact
your beneficiaries?

Suggested Rider(s):
No-Lapse Guarantee Rider

Would you prefer your death
benefit to be paid out as

regular income to

beneficiaries?

Suggested Rider(s):
Income Protection Rider

Use these questions to identify riders that may align with your lifestyle and financial goals. For a personalized
recommendation, consult with a licensed insurance professional.



Frequently Asked
Questions

How do riders impact my

policy’s premium?

Some riders, like the Accelerated Death
Benefit, may come included at no extra
charge, while others can increase your
premium based on the added risk. It's
essential to balance the cost of each
rider with the benefits it offers to ensure
it's the right fit.

Can | add riders to my policy later?

Typically, no. However, certain riders,
may be allowed to add at any time.

Are riders available for both term
and permanent policies?

Yes, many riders are available for both
term and permanent policies, though
some, like the Extended No-Lapse
Guarantee, are specific to permanent
policies.

Are there tax implications for rider
benefits?

Generally, benefits like those from an
Accelerated Death Benefit Rider are tax-
free, but exceptions may exist based on
state tax regulations. It's recommended
to consult with a tax professional to
understand any specific implications.

Consulting with a
Financial Professional

Choosing the right riders requires expert advice tailored to
your life stage and financial situation. A licensed insurance
professional can help by evaluating your coverage needs,
state regulations, and potential tax considerations. Here’s a
checklist for productive advisor consultations:

Life stages and Future
Financial Goals

Budget for Premium
Affordability

Structure of Death
Benefits for Beneficiaries




Conclusion:
The Power of Customizing Life Insurance

Life insurance riders can be added to a standard policy to potentially enhance its versatility and
adaptability to your unique financial needs. Riders allow for adjustments beyond a basic death
benefit, such as income options, support during health challenges, and coverage structured to
fit family responsibilities. This flexibility enables you to design a policy that truly reflects your
personal circumstances.

A carefully selected combination of riders can be a beneficial component of your financial plan,
adapting to changes in your goals and life stages. Adding riders lets you balance affordability
with comprehensive coverage, increasing the value of your policy while addressing the specific
needs of those you care about. In this way, your life insurance can evolve alongside you,
providing a customized approach that adapts to whatever the future may bring.
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