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Preface
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MY STORY


Charles J. Givens

While I was still a young man, my father died. Even after owning his own successful business for years, he died absolutely broke. There wasn’t even enough money to pay his funeral expenses. I will never forget wondering, “How, in a great country like America, can anyone work so hard an entire lifetime and end up with nothing?” With half-formed tears I promised myself that that would never happen to me. No matter how long or hard I had to search, how many books I had to read, or how many people I had to ask, I was determined to find the answers. I wanted to be rich, and nothing was about to stop me.

What I learned about money over the next 15 years enabled me to build my personal and business fortune. The determination and single-mindedness of purpose paid off. If you read the financial articles in USA Today, Newsweek, People, The Wall Street Journal, Money, or Venture magazine you know the story. I feel fortunate to have been able to share my strategies and encourage others through such great talk show hosts as Oprah Winfrey, Bryant Gumbel, Phil Donahue, Sally Jessy Raphael, and Geraldo Rivera.

I have found that there is no downside to having a lot of money. Money is freedom, and freedom is the ability to do whatever you want when you want to do it.

The path I followed in building my wealth was certainly not the easiest. Every possible mistake was made for one reason—no one was around to show me how.

At age 25, I created a Nashville music business conglomerate, Colony International. At 27, I was broke. No one had ever told me that I, and not my insurance agent, was responsible for being certain that I had enough of the right kind of insurance. My soon-to-be-completed—and opened—recording studio and office building burned to the ground, taking with it all my business records and dozens of valuable master tapes on which I never collected a dime.

During the next four years I moved from the bottom to the executive suites of Genesco, a major apparel conglomerate, by designing management computer systems in an era when computers were new and computer professionals almost nonexistent. The job gave me the leverage to use borrowed money to finance my way into stock market wealth. New companies, new issues, and new profits to borrow against. Then in 1968 the market turned. No one had ever told me that stocks can go down. Instead of continuing to follow my own instincts and common sense, which had created the paper fortune, my emotions led me to a group of vested, fast-talking stockbrokers. “Here. You watch my money,” I said, almost relieved. Well, they must still be watching it, because I never saw another cent. I traded my new burgundy 1968 Cadillac for a mortgaged Volkswagen, sold my house to pay off the margin calls, and left corporate America and Nashville with a bankroll of only $200 in my pocket, representing my entire first 30 years of living and working.

My third million-dollar idea was the creation of a luxurious yacht club. Cashing in a $3,000 insurance policy, I put a 60-day option on a beautiful estate previously owned by a Pittsburgh steel magnate on the banks of the Indian River in Florida. With no extra money and no income, the next few months were financed by a wallet full of credit cards.

The $50,000 required to close on the property was obtained only at the last possible minute. Everything seemed to be working. Plans to convert the estate to a yacht club were drawn up, and soon the club would be finished. No one, however, had pointed out that it was probably better to complete the docks before the club. The government of the state of Florida decided to prohibit dredging in the river while a long-term ecological study was finished. No docks—no boats; no boats—no yacht club. The trustee for the project neglected to make a mortgage payment, and the third mortgage holder foreclosed. It was all gone in one day. Three times in eight years I had created a million-dollar idea starting with nothing. I could make money, I just didn’t seem to be able to keep it.

Beginning in 1971, through a combination of leveraged business and real estate investments, I managed to build and keep the fortune I now enjoy. In 1986 Success magazine chose for the first time the 20 living Americans who they felt had started with the least chance, made the biggest mistakes along the way, and built the biggest fortunes. I was very honored to be one of those 20, Why is that important to you? Because when it comes to money, yours or mine, I know what I’m talking about. If I tell you a strategy will work, you can bank on it. You can use these strategies to open financial doors never before available to you, to compress the time it takes to build your dreams. Most importantly, enjoy every moment of the journey as I have learned to do. That’s what separates the real winners from the losers.

This book is simply a composite of the money strategies I have discovered over a lifetime of personal financial experience. You will find them both easy to understand and easy to apply.

Making financial decisions is like standing in a room full of doors, knowing that behind one is the financial reward you seek, but behind the others are financial perils you seek to avoid. Without additional knowledge your alternatives are not appealing. Through trial and error you may make a choice detrimental to your wealth, or you could refuse to choose at all as most do, letting fear create financial stagnation. An unseen third alternative is the one you have chosen through this book—making your financial decisions by knowing in advance what lies beyond each door, a form of X-ray vision that will connect predictable financial results to your choices. You cannot fail in a plan that allows you to choose results instead of only the processes or paths to be followed. That, my friend, is the power you now hold in your hand.

Without knowledge, personal and business financial decisions are made with an ounce of logic peppered with a pound of emotion. Money does not behave according to the rules of common sense. Instead, wealth building has its own set of principles—principles that work, work all the time, and work for anyone. These principles, or money strategies, add to your wealth, compress time, and endow you with what most refer to as the Midas touch.

I feel fortunate to have financial success coupled with good people to run my businesses so that I can afford to devote most of my time to teaching my strategies. It was for that purpose that I created my nonprofit educational foundation in 1975. Today, it has grown into the Charles J. Givens Organization with over 600,000 members worldwide—families who depend on us for all their financial help and advice. It was also for that purpose that I have written this book. My money strategies are safe, practical, and can be applied to every aspect of your financial life. Better yet, you don’t have to be a financial wizard to put them to work for you.



INTRODUCTION
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When TV interviewers ask me what qualifies me to teach people about money, my answer is simple—“Because I have a lot of it.” To build a $100-million fortune in less than 20 years took learning just about everything there is to know about money. Much of what I learned formed the foundation for my wealthbuilding success, and this is what I’m about to teach you. What took me years to discover, you will learn in the next few hours and apply for the rest of your life. The knowledge will increase your awareness, but the application of that knowledge will increase your wealth!

Budgeting is not a wealth-building strategy. In fact, nowhere in this book is budgeting even mentioned as a path to financial success. Budgeting requires sacrifice, seeing yourself doomed to your current income, payments, taxes, and premiums, and then spending what little is left without any hope for a better future. Budgeting will not create long-term wealth any more than fad diets create long-term weight loss. All you end up doing is criticizing yourself for your failure to exercise discipline.

Your objective is to create more money to spend, not to relegate yourself to spending less. Creating more is what my strategies will do for you—more money to do and have the things you want for yourself and your family right now. No waiting.



Strategy #1

IF YOU WANT TO LEARN ABOUT MONEY, LEARN FROM SOMEONE WHO HAS A LOT OF IT.



You will never get better at tennis by sitting around talking to the clerk who strings tennis racquets at the sporting goods store. You will, however, advance your game with lightning speed by spending time on the courts with a pro.

The only money pros in this country are those with self-made wealth, not those who talk about it for a living, like many stockbrokers, financial planners, insurance agents, college finance professors, and financial writers for magazines and newspapers. These folks all have a place to go and a job to do, but that job is not going to build your wealth and give you control over your financial future. Using the strategies in this book will.

Most financial people, whether well meaning or not, usually have one thing in common. They are struggling to pay bills, struggling to get out of debt, and are hoping for a financial miracle just like you. In other words, they are basically broke, and broke people are obviously not qualified to give financial advice. No matter how many years of college, no matter what the three-letter “Big C” designation after the name (CPA, CFP, CLU),* almost all so-called financial professionals are doing no better with their money than you are!

Someone once said that some financial people are called brokers because they are usually broker than you are. Now don’t get me wrong, broke and homeless are not the same for the purposes of our discussion. To be broke, all you need to do is have the ability to spend money faster than you can make it. You can achieve “brokeness” on a $25,000-per-year or a $150,000-per-year income. Wealth is not defined by your income—only by your outcome.

Wealth is not what you make it, it’s what’s left over.

You can easily be broke while putting on the appearance of financial success: a home with a big mortgage, two new cars in the driveway encumbered with five-year car loans, and a lavish lifestyle with a mailbox full of overdue credit card bills. All of them eat into your wealth, they don’t build it. The purpose of building your wealth is to have more left over, enabling you to live out your dreams instead of just paying your way through the month.

To build wealth, you have to find someone who will lead by example and teach from experience, instead of depending on traditional textbook approaches. I suppose you could say that as long as you keep reading this book, you have chosen me as your guide for what heretofore has been the often confusing, complicated world of money-making and dream-building. I won’t let you down.

What I am about to teach you is more than a good strategy or two, or even a hundred. It is a way of life, a total way of thinking that always leads to financial victory. In life there is always limited time, but your experiences and dreams are limited only by your knowledge and willingness to apply what you know. You have in your hands half of the knowledge you will need for lifelong financial success. The other half is in Financial Self-Defense, a book that should reside on your bookshelf in plain sight next to this volume. Together they will give you the optimum strategies for just about every financial decision you’ll ever have to make. But for now, you’ve got plenty to get you started.

The wealth-building strategies in this book will not turn you into an instant millionaire, but use them in a coordinated plan and you will automatically and systematically enjoy one or two million extra spendable dollars over your lifetime. Going beyond that, if you choose, will require starting your own supersuccessful business, but you can easily accomplish the first million or two with knowledge and time, and without sacrifice, simply by living the strategies in this book.

So, let’s begin.

*CPA—certified public accountant

CFP—certified financial planner

CLU—certified life underwriter


Part I
PERSONAL FINANCE STRATEGIES




Chapter 1
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DEVELOPING YOUR FINANCIAL BLUEPRINT


I expect to spend the rest of my life in the future, so I want to be reasonably sure what kind of future it is going to be. That is my reason for planning.

Charles Kettering Industrialist 1950


OBJECTIVE[image: Image]
TURN DREAMS INTO REALITIES.
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There are three strategies we were never taught in school:

 	how to run a successful marriage
 	how to raise successful children
 	how to build wealth successfully
 

The purpose of this book is to show you how to overcome the third of these educational gaps—how to build your wealth quickly and easily by making your financial decisions correctly and with confidence.

Everyone with self-earned wealth will tell you that money is not complicated. The confusing trade terms, buzz words, and complex explanations that are thrown around by investment counselors and financial people are not necessary. They just muddy the waters and sometimes hide the fact that the so-called experts don’t really know what they’re talking about.

In the course of my life, I have discovered a success principle that has enabled me to accumulate tens of millions of dollars while maintaining a constant state of happiness, emotional balance, and zest for life.



Strategy #2

ACHIEVE SUCCESS IN ANY AREA OF LIFE BY IDENTIFYING THE OPTIMUM STRATEGIES AND REPEATING THEM UNTIL THEY BECOME HABITS.



Success with money, family, relationships, health, and careers is the ability to reach your personal objectives in the shortest time, with the least effort, and with the fewest mistakes. The goals you set for yourself and the strategies you choose become your blueprint or plan.

Strategies are like recipes: choose the right ingredients, mix them in the correct proportions, and you’ll always produce the same predictable result: in this case, financial success. The success strategies for managing money and building wealth are called Money Strategies.

As you learn to use Money Strategies as a part of your day-to-day life, financial frustration and failure will become a thing of the past. Why, then, do so many people find it so difficult to accumulate wealth and, more importantly, to enjoy the journey? There are two reasons: not being clear about what they are after and not knowing the strategies for achieving it.

The starting point in any plan is where you are right now. Where you are is where you are. Your first objective is to accept yourself and your current status as an O.K. place to be without making excuses as to why you don’t know more or aren’t doing better. Excuses become the limiters that turn realistic dreams into idle wishes. Lack of action and the lack of a willingness to change are almost the only things in life that create frustration and depression.

When it comes to excuses for not taking financial control, I hear them again and again:

“I can’t even balance my checkbook.”

“I’m too old.”

“I’m too broke.”

“I can’t get my husband (or wife) to listen.”

“I don’t want much.”

“I’m too young.”

“I’m too tired.”

“I’m too dumb about money.”

“I’m too busy.”

“I’m too scared,”

Excuses do not produce results. You can find unlimited excuses for failure, but no one ever makes an excuse for success.

Now figure out where you want to be—your goals in life—and write them down. Your written plan sets the tone, speed, and most importantly the direction for your life. If you’ve ever attended a rousing motivational lecture, you were probably struck by the spirit, humor, and drive, but walked out of the room thinking, “Now, what the hell am I supposed to do?” Enthusiasm, but no direction.

Direction can turn the power of a light bulb into a laser beam. Lasers are nothing more than sharply focused light. Lasers have the power to cut through steel and destroy missiles in space. Same light as the light bulb—just focused and directed. Clearly establishing objectives and choosing your direction will turn the power of your mind into the laser beam it was meant to be, drawing to you the opportunities, people, and knowledge you will need, allowing you to cut through the obstacles along your success path.

Power to accomplish also lies in knowing how to compress time—to do in one year what it takes everyone else ten years to accomplish. The strategies in this book are powerful time compressors.

Success also requires an understanding and use of the Momentum Principle.



Strategy #3

SUCCESS REQUIRES FIRST EXPENDING TEN UNITS OF EFFORT TO PRODUCE ONE UNIT OF RESULTS. YOUR MOMENTUM WILL THEN PRODUCE TEN UNITS OF RESULTS WITH EACH UNIT OF EFFORT.



Direction and control begin with a written plan spelled out in two parts. Part A lists “dreams”—what you are after both financially and personally. Part B lists your “strategies”—the specific financial and personal road map that will take you from where you are to where you want to be. By clearly defining your direction, and by adopting the correct money and attitude strategies for control, you will automatically establish the shortest possible route.

When I was 18, I sat down with a pad of paper and, without totally realizing what I was doing, wrote an action blueprint for my life. I called it my dreams list. The exercise will do the same for you, clearly defining at one time and in one place your goals, dreams, objectives, and even your fantasies. Choose a totally quiet spot where you will not be interrupted. At the top of the pad of paper write the following:

DREAMS LIST

If I had unlimited …

TIME

TALENT

MONEY

ABILITY

SELF-CONFIDENCE

SUPPORT FROM FAMILY

Here’s what I’d do …

Relax and let the ideas pour from both your conscious and subconscious. Don’t evaluate your potential for achieving each item you write. What you will write will excite you, motivate you, inspire you, make you laugh, and, most of all, define desires and dreams that all too often are ready to surface but are held back by the complexities of daily living. Write it all down no matter how silly it seems, no matter what it costs. The ideas will come slowly at first, gaining speed as you leave behind the realities and limits in your life.

My first list was 181 dreams long, of which 175 have already become reality. Since that time I’ve added dozens of others, as you will probably find yourself doing.

All of us at any age have dreams, and the first step of turning dreams into reality is to get those dreams out in front of you where you can see and feel them.

Having taught my students this dreams list strategy for over 12 years, I have seen some truly wonderful things happen that might never have occurred otherwise.

A 66-year-old Ph.D. spent his birthday hang gliding with me off the huge sand dunes at Kitty Hawk, North Carolina.

A 14-year-old boy started his own successful business.

A 45-year-old, recently separated housewife with no previous sense of adventure rappeled straight down a 200-foot cliff, then rode a zip line 60 feet in the air, 300 yards across a valley at 40 miles per hour hanging from only wrist straps, resulting in more self-confidence in two days than she had achieved in her entire lifetime.

Through the dreams list strategy a 35-year-old mother swam and played with dolphins at Kings Dominion Park in Virginia, a dream she had had since she was a child.

A 28-year-old European immigrant, who barely spoke English, built a $5-million fortune in five years starting with a $6-an-hour job. I will never forget the tears of joy in his eyes as he sat in my office in Orlando telling me the story of his success and the part my strategies had played in his life.

Once you have made your list with no limits, choose those objectives that are the most important to you. Some will be individual objectives, others will include and require the support of your family. Encourage your spouse and children, if you have them, to create their own lists.

After you define your dreams, the things you want to do, places you want to go, what you want to be and accomplish, the next logical step is to build your road map—your strategies list. The rest of the chapters will show you all of the safe alternatives for creating the wealth to live out your dreams.



Chapter 2
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BECOMING YOUR OWN FINANCIAL EXPERT


Go out and buy yourself a five-cent pencil and a ten-cent notebook and begin to write down some million-dollar ideas for yourself.

Bob Grinde


OBJECTIVE[image: Image]
TAKE CONTROL OF YOUR FINANCIAL FUTURE.
[image: Image]


The two most important words in managing money and building wealth are “take control.” No one will ever watch your money or your financial future as well as you—no broker, financial planner, or insurance agent. Control begins with your written plan and is exercised through your choice of money strategies. The correct strategies turn wealth building, like walking, into a series of small, easy-to-accomplish steps.

Unless you were fortunate enough to be left a million dollars by a rich uncle, you must begin by learning to transform your income into wealth. There are only three types of money strategies needed to transform income into wealth, but you must use all three—none is optional. Omitting any one from your plan would have the same effect as removing a leg from a three-legged stool.

PERSONAL FINANCE STRATEGIES

Personal Finance Strategies are those day-to-day personal and family decisions you make unrelated to your job, taxes, or investments. Personal Finance Strategies enable you to save money as you spend it. The objective of Personal Finance Strategies is to increase your spendable income each year by thousands by getting rid of financial waste.

Personal Finance Strategies will:

 	
Cut the cost of your life insurance by up to 80%.


 	
Cut your automobile, mortgage, and homeowner’s insurance premiums by up to 50%.


 	
Cut your lifetime mortgage payments by up to 50%.


 	
Cut your MasterCard and Visa interest up to 40%.


 	
Turn your home-equity or insurance-policy cash values into income or wealth.


 	
Restore your credit in 60 days.


 	
Get your kids through college free.


 

TAX-REDUCING STRATEGIES

Income taxes are the biggest expense you’ll encounter in life, bigger than the mortgage on your home or the cost of getting your kids through college. You can never build any real wealth without first getting your tax life under control.

One-third of all the wealth you will or won’t accumulate is dependent on whether you have a good tax plan. My experience in working with over 600,000 families during the past 15 years indicates most families are paying twice as much in income taxes as necessary. Why? Lack of a good tax-reducing plan. Your objective is to pay no more than 5% of your income in taxes.

The biggest taxpayer in American history was Elvis Presley. I remember from my days in the Nashville music business how Elvis prided himself on the massive amount of taxes he paid. He had no tax plan, no tax shelters, and got little or no tax advice. He was also in a unique position. He couldn’t outspend his income; money literally came in faster than he could get rid of it. After the excessive income and estate taxes were paid, and because of pitiful planning, Elvis’s estates was incredibly small, the government got it all.

You, on the other hand, are probably having no difficulty in outspending your income, and if so, a good tax plan will begin to plug the dike. Every dollar you save in taxes is one dollar added to your tax-free wealth. Under the new tax laws, $1,000 of additional tax deductions will save you approximately $300 in taxes.

There are two steps in reducing your taxes:

 	Make money you spend tax deductible as you spend it.
 	There are 75 strategies that will turn your personal expenses into tax deductions; you can make your vacation, education, automobile, videotape recorder, money you give to children, club memberships, interest on loans, and entertainment tax deductible. A good tax plan will make up to 60% of your income deductible as you spend it. 
 	Use the power of retirement plans and investment tax shelters.
 	Tax-free compounding is one secret to financial success. Retirement plans and tax shelters give you the power of tax-free compounding. 
 

POWERFUL INVESTMENT STRATEGIES

Investing money and saving money are not at all the same strategies. Savers are those that earn less than 6% per year and do little more than make financial institutions wealthy. Successful investing, on the other hand, requires knowledge and not risk to accomplish the following three-pronged objective: to earn 15% per year safely, with no commissions, and no taxes.*

How can you safely earn 15% a year in a world that expects only 7% from banks and bonds? By using any of what I consider the ten best investment opportunities in America—those that you won’t find advertised in the financial pages or sold through brokers and financial partners. All are uncovered in Part III, Powerful Investment Strategies:



	1. Asset Management Accounts
	Chapter 29



	2. No-Load Mutual Fund Families Chapter
	31**




	3. Mutual Fund Margin Accounts
	Chapter 32



	4. Self-Directed IRA and Keogh Accounts
	Chapters 18 and 33



	5. 401(k) and 403(b) Employer Retirement Plans
	Chapter 18



	6. Tax-Sheltered Mutual Funds—Self-Directed Annuities
	Chapter 34*



	7. Discounted Mortgages
	Chapter 35



	8. Tax Lien Certificates and Liened Property Sales
	Chapter 36



	9. Reinvested Home Equity
	Chapter 9



	10. Your Own Home
	Chapter 9




Paying unnecessary fees and commissions on your investments is like throwing $20 bills into the fireplace to heat your home. You’ll get the job done but the method is extremely ineffective. You cannot be splitting your money with everyone else and expect to have much left for yourself. By learning to work directly with financial institutions, you can eliminate the middleman, the commissioned salesman, and keep 100% of your money working for you. On October 19, 1987, the stock market and most investors’ stock portfolios dropped by 20%. The one-day drop shocked the world and crowded other news items from the headlines. Yet every day millions of investors turn over billions of dollars to investment salesmen, and experience a one-day drop in their investment capital of 8%. Although no headlines are made, paying commissions is the same kind of investment loss.

To start your Wealth Without Risk program you need only income. It doesn’t matter whether you have $1 or $100,000 in your investment plan. Making big money does not take big money, only knowledge and a little time.

WHERE THE MONEY GOES

It might surprise you to know that the average couple in America earns about $41,000 per year and lives paycheck-to-paycheck with little hope of breaking the cycle. Here is a chart that shows you where the money typically goes.
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Remember, real wealth is not how much money you make but how much is left over!

Now here is a chart showing where the money goes berfore and after Money Strategies are used.

[image: Image]



After applying just the Personal Finance and Tax Strategies the couple now has $6,180 extra tax-free dollars to spend and invest—each year. Same income, but a new lifestyle and outlook for the future. You will save thousands each year in all of these areas by using the Personal Finance and Tax Strategies. Coupled with powerful investment strategies, you will automatically and systematically achieve your objective: Wealth Without Risk.

*Past experience is no guarantee of future performance.

**Requires use of the Money Movement Strategy (Chapter 30)


Chapter 3
AUTOMOBILE INSURANCE—CUTTING YOUR PREMIUMS 50%


By promoting insurance on the basis of what people think about uncertainty, instead of what they would be correct in thinking, by exploiting the fallacy that one buys insurance to collect /or a loss instead of showing that the purpose of insurance is to avoid uncertainty, we have invited a plague of problems upon the insurance industry.

Henry K. Duke Letter to Harvard Business Review 1955


OBJECTIVE[image: Image]
SAVE UP TO 50% OF THE COST OF YOUR AUTOMOBILE INSURANCE WHILE MAINTAINING NECESSARY COVERAGES.
[image: Image]


Salesmen will try to sell you a dozen types of automobile insurance coverage. Half no one needs yet everyone buys; the other half, everyone needs but few know how to buy. This chapter will clear up the mystery of what you need, what to avoid, and how to save hundreds to thousands of dollars per year in the process. Have your current automobile insurance policy in front of you and make notes on the items you wish to change as you read this chapter and learn the correct strategies.

Auto insurance laws were enacted to protect innocent victims of accidents from serious financial loss. Most states require that registered car owners carry liability and sometimes a few other coverages. The minimum amount of insurance required in your state, however, has little to do with the amount of insurance you actually need or want.

Automobile insurance is one of your biggest expenses in life. You’ll find you can cut your premiums up to 30% to 50% with knowledge and a basic understanding of what each type of automobile insurance covers, choosing insurance by knowing your actual chance of collecting or paying a claim, and picking far less expensive alternatives for many of the coverages that you do need. In this chapter we will examine the ten most common automobile coverages to determine those you do need or must have and those that waste your money. They are:

bodily injury liability

umbrella liability

property damage liability

no-fault insurance or PIP

death and dismemberment

comprehensive

collision

medical payments

uninsured motorists coverage

road service and towing

HOW YOUR AUTOMOBILE INSURANCE PREMIUMS ARE DETERMINED

TYPE OF COVERAGE

There are ten major automobile coverages to pick from to include on your policy. Some you need, some you don’t. Those you need fall into two categories:

 	insurance needed to protect you financially
 	insurance required by your state
 

The two categories are usually not the same.

Other forms of auto insurance should be covered better and more cheaply by using insurance coverage on policies other than auto policies. If you are covered in two policies for the same risk, you have duplicate coverages and are wasting big dollars. We will identify the coverages you do and don’t need and show you how to eliminate duplicate coverages.

AMOUNT OF COVERAGE

Most of the ten types of insurance coverage you find on your auto policy have limits. A limit is the maximum number of dollars the insurance company will pay in one accident for the damage done. Some limits are fixed by the insurance company or the value of your car and are stated in the policy. These fixedlimit coverages include:

 	comprehensive and collision (the maximum is the value of your car, although you choose the deductible)

 	no-fault insurance or PIP
 	road service and towing
 

All other coverages give you the choice of the maximum the insurance company will pay, The higher the maximum the greater your yearly premiums. These optional-limit coverages include:

 	bodily injury liability
 	property damage liability
 	umbrella liability
 	medical payments
 	death and dismemberment
 	uninsured motorists coverage
 

Even though you choose a maximum, the insurance company will pay only the actual damages. Death and dismemberment is the only exception. You often choose from two or more maximum limits, but as with life insurance, the full amount is paid out.

Choose limits that are too high on any of these coverages and you throw premium money away on insurance on which the statistical chances of collecting are far too remote. Choose limits that are too low and you end up underinsured or unprotected against a potential real risk. In this chapter you will learn to choose correctly.

In addition to how much and what kind of coverage you choose, five factors relating to where you live, how you drive, and what kind of car you own also affect the premiums you pay.

RATING TERRITORIES

Premiums are higher in cities, where population density and traffic congestion are high, and lower in rural areas. The company’s accident experience in your area also determines your rates. Your premiums from company to company for the same city can vary as much as 100% because of different accident ratios. That’s why it pays to shop.

DRIVER CLASSIFICATION

Age, sex, and marital status are all factors used in determining your insurance premiums. Those over 25, women, and married people have fewer accidents and the lowest rates. Males under 25 who are unmarried and the principal drivers of a car have the greatest statistical chance of accidents and therefore the highest rates.

DRIVING RECORD

Those responsible for accidents or who have been convicted of driving violations tend to have a greater statistical chance for future accidents and therefore pay higher premiums—much higher premiums.

USE OF CAR

Those who drive to and from work have a greater chance for accidents than those who use a car for pleasure only. Premium categories are usually:



	1. No commuting
	—lowest premium



	2. Less than ten miles to work
	—higher premium



	3. More than ten miles to work
	—still higher premium



	4. Business use
	—highest premium




TYPE OF CAR

Expensive cars cost more to repair and therefore cost more to insure.



Strategy #4

CHECK INSURANCE RATES ON AN AUTOMOBILE BEFORE YOU BUY.



Because some cars are more expensive to replace or repair, insurance companies assign code numbers (1-21) to each model. The higher the code number the more your car costs new and the more expensive your collision and comprehensive premiums will be.

A damageability rating is assigned to each model of car based on the sticker price and how easily that model is damaged in a collision and how much it costs to repair. Damageability ratings can significantly raise or lower your comprehensive and collision premiums, so check the insurance rates before you buy.

For example, if a model is initially rated a 7, its sticker price is between $6,501 and $8,000 (see the Automobile Insurance Sticker-Price Code Numbers that follow). The rating is then upgraded by +1 or more if the car is more expensive to repair than other cars costing the same amount, or lowered by −1 or more if the car is less expensive to repair. This means that while the car’s sticker price could be between $6,501 and $8,000, its damageability factor may make its cost of repair like that of a car that initially costs $8,001-$10,000, and your premiums will be as much as 20% higher.

AUTOMOBILE INSURANCE STICKER-PRICE CODE NUMBERS



	These code numbers categorize your car by sticker price. The higher the code number the more expensive your comprehensive and collision premiums. 



	Code Number
	$ Sticker Price


 	
Note: There is no code 9 in the rating system. 



	1
	0- 1,600



	2
	1,601- 2,100



	3
	2,101- 2,750



	4
	2,751- 3,700



	5
	3,701- 5,000



	6
	5,001- 6,500



	7
	6,501- 8,000



	8
	8,001-10,000



	10
	10,001-12,500



	11
	12,501-15,000



	12
	15,001-17,000



	13
	17,001-20,000



	14
	20,001-24,000



	15
	24,001-28,000



	16
	28,001-33,000



	17
	33,001-39,000



	18
	39,001-46,000



	19
	46,001-55,000



	20
	55,001-65,000



	21
	Above 65,000






Strategy #5

SHOP AROUND TO SAVE 25% ON AUTO INSURANCE PREMIUMS.



Automobile insurance companies in most states set premiums based on the amount of claims paid in each area. Auto insurance rates in the same area may vary as much as 100% from company to company. According to an independent study, fewer than one in four drivers will get more than one quote before buying auto insurance, a major financial error. When your policy is up for renewal, get several quotes. Shop around. You will be amazed at the differences in prices.

Automobile insurance rates are not fixed by state law, as most people falsely assume, except in two states, Texas and Massachusetts. Ironically, Massachusetts has about the highest auto insurance rates in the country. So much for government control. In these two states you will save big money by carefully choosing your coverages instead of choosing a company because it has lower rates.

Twenty-two states require approval of the state insurance commission before maximum rates can be raised for each coverage, but you’ll find big differences in rates in these states just as you do in the balance of the states that require no maximumrate approval of any kind.

Some of the companies that seem to have lower rates in many areas are Geico, USAA, State Farm, Travelers, and Liberty Mutual. Many agents, to make shopping more difficult, will not quote over the phone, but don’t let that stop you. Let your wheels do the walking.



Strategy #6

CUT THE COST OF INSURING YOUR DRIVING-AGE CHILDREN BY INCLUDING THEM ON YOUR POLICY.



Buying automobile insurance to cover your teenage children or other young drivers can drive you to the poorhouse. Insurance rates for those 16 to 25 are astronomical in comparison to the already high rates for everyone else. Generally you can save big money by using these simple strategies:

 	If you are paying the auto insurance premiums, do not allow the car to be titled in the name of the child. Include your child as an additional driver on your policy. 
 	If your child wants or buys a car in his or her own name, make the purchase conditional on the child’s getting his or her own insurance, a lesson in reality. 
 	If your child is away at college without a car, some companies will give you a bigger discount on your family auto policy because driving opportunities for your child will be significantly reduced. Be certain to ask. 
 	Use all the strategies in this chapter to reduce the overall cost of your policy 30-50%, which will also drop the extra premiums for a young driver by the same percentage. 
 	Carry higher deductibles to reduce the cost of coverage, but get your child’s agreement in writing to be responsible for paying any nonrecovered deductible of up to $500 to $1,000 for an accident caused by him or her.

 	Carry at least a minimum of $100,000/$300,000 of liability no matter how little your net worth.
 	Don’t teach the child to drive yourself. By having him or her take an accredited driver training course, some companies offer a discount. 
 

AUTOMOBILE LIABILITY INSURANCE

Two kinds of liability insurance are a must on your automobile policy both financially and legally—bodily injury liability and property damage liability.

Bodily injury liability insurance covers injury you might do to people in other cars, pedestrians, and passengers in your own car. You and your family members are also insured while driving someone else’s car, including a rental car. Bodily injury liability covers damages plus your legal defense costs up to the limits stated in the policy, whether determined by out-of-court negotiation or by a jury. You choose two limits on a policy: the maximum the insurance company will pay one injured person and the maximum the company will pay to everyone injured in an accident. Most states require that you carry at least $10,000/ $20,000 limits, meaning $10,000 per person and $20,000 per accident. (Property damage liability is discussed in Strategy #11.)

As you build your wealth, you may be seized by the fear, as have many who have gone before you, that some unscrupulous attorney may attempt to redistribute your wealth in an actual or threatened liability suit for damages you do with your car. I once asked an attorney at a cocktail party, “Why did you choose to limit your practice to automobile liability claims?”

“Because that’s where the big bucks are,” he said, snickering. “A good trail attorney can manipulate the emotions of a jury into almost anything, and I’m a good trial lawyer.” That is precisely what is wrong with the court system in America. A trial has become a group of 12 people trying to decide who has the best lawyer.

What are the real chances that your wealth and your future can be almost instantly wiped out in a personal injury suit that resulted from something you did or actually didn’t do with your automobile? The answer to that question determines how much liability insurance you need.

The most important and most overlooked factor in determining what insurance you need, as well as what coverages are truly good values, is the reasonable estimate of your chance of ever collecting or having to pay a claim. Remember, all insurance is a bet, and with insurance you always lose something. The minimum you can lose is your premiums. Whether your insurance company pays a claim or not, in this case a liability claim, you still lose the premiums. Your insurance premiums are therefore a guaranteed loss—the higher your premiums, the greater your guaranteed losses. However, if you have no insurance or too little insurance, the elimination or reduction of the guaranteed loss of premiums is offset by the increase in risk that you could personally be liable for a large claim that would eat into or eat up the net worth that you have built.

With liability insurance, your objective is to buy enough insurance so you can be reasonably certain that the premium and not a claim for damages is your maximum potential loss. You don’t want to have to kick in where your insurance leaves off. Financial success requires that you minimize or eliminate all potential losses.

Your strategy is to balance the two—to have enough insurance to protect against the real risk while not overpaying premiums in order to protect against some imagined or statistically improbable risk.

Insurance companies do not, and in most cases will not, let you know your real risk or your lack of it. If you were given a probability chart with your actual statistical chances of having to pay a claim, your decision would be easier. For instance it would be ridiculous to spend any amount of money, no matter how small, to insure against a risk that had only a 1 in 1 million chance of occurring each year, wherease it would be imperative to insure against any expensive potential peril that had a 1 in 2 or even a 1 in 10 chance of occurring in a single year. No matter how simple this principle sounds when you read it, it is obvious that most people have no concept of statistical analysis, considering the number of lottery tickets that are sold. A big lottery jackpot typically has odds of winning of 1 in 10 million. Yet people line up to spend $1 to $100 on $1 tickets. If you truly understand the mathematics of risk, you will never again buy a lottery ticket, not for a dollar, not for a dime, not for a penny.

Lottery tickets are like insurance premiums; they are a guaranteed loss, except for the states or other lottery operators, who have a built-in guaranteed gain. If you don’t understand the mathematics of winning, your mind will trick you with statements made from emotion, such as “Well, somebody’s got to win” or “It’s only a dollar.” Over your lifetime those beliefs, which translate into hundreds of continual incorrect financial decisions, can destroy your chances of making and keeping any real wealth.

The same “loser” mentality is reflected in most people’s insurance policies. Emotionally your mind wants to insure against every possible calamity to matter how remote, as long as the premiums are affordable. That mentality is exactly what insurance companies count on to sell you sometimes overpriced insurance on which you have virtually no chance of collecting. I have yet to meet an individual or family that purchased automobile or life insurance based solely on the statistical chance of collecting rather than the emotion generated from visualizing the pain and trauma of the possibility of even the remotest loss. Therefore, I have yet to meet someone whose insurance plans couldn’t be vastly improved by using my strategies.

There is, on the other hand, a separate group of people who have gone entirely in the opposite direction, those who refuse to admit the possibility of any potential risk, buying only the amount of insurance required by law or, worse yet, none at all. This group usually includes those living so close to the paycheck-to-paycheck wire that their only concern is financially surviving the month. To take such a short-term view of a financial plan is just as dangerous to your financial future as overspending to cover all imagined risks.

This lack of concern for real risk is evidenced in the number of renters who do not carry any form of tenant’s insurance to cover what few personal assets they do own, such as clothes, furniture, stereos, and TVs. One break-in or fire and all that’s left is the monthly payment on the loans or credit cards you used to purchase those possessions.

How much liability insurance is enough? If liability insurance were free, the answer would be “There’s never enough.” Liability insurance, however, is not free; the more you buy the more you pay. Your objective, therefore, is to balance the premiums you pay against someone else’s chance of collecting from your policy or attaching your personal assets—without wasting money.

The good news is that your chances of being involved in an automobile liability suit with an adverse verdict for over $1 million, or even $100,000 for that matter, are remote, so remote that only under certain unique circumstances is that risk worth insuring against. Yet everyone reads or hears about one or two big jury awards. What you don’t hear about are the millions of folks who were not sued, or the small percentage who were sued but whose settlements were almost insignificant compared to the picture that lurks in the minds of most drivers.

My goal was to get a clearer picture of liability awards, but where to begin? Because claims information is a closely guarded secret of each insurance company, my researchers had to use indirect but reliable sources to get you the inside story—the court records themselves. I sent my research staff to south Florida, which is nationally known as the “sue-happy capital of America,” to scour through 15 months of court records to determine the true level of jury awards and settlements in every automobile liability suit for that period.

Remember that anything settled out of court would not normally appear in the records, so only the biggest of liability awards and uninsured motorists claims contested by individuals or their insurance companies are shown in court records. Here is a surprising synopsis of the results of our investigation:

 	Even though there are more than 2 million drivers in the area, only 342 cases went to trial in the entire 15-month period, including 15 cases of DUI (driving under the influence of alcohol or drugs). 
 	Even after the cases were tried and juries made their awards, the average settlement was under $25,000.
 	Million-dollar or more settlements were rare and were incurred primarily under two conditions:
 

The defendant was a company whose employee caused the accident. (In Florida, companies are held totally liable for damages caused by their employees in auto accidents.)

The defendant was convicted first of DUI, driving under the influence.



Strategy #7

IF YOU OWN A COMPANY WITH COMPANY CARS AND TRUCKS, CARRY A MINIMUM OF $500,000 TO $1 MILLION OF BODILY INJURY LIABILITY INSURANCE.



Although the average court award to an individual from an individual defendant in an automobile liability suit is less than $25,000, our research does show that awards increase dramatically if the vehicle at fault is company owned. Even though it is an absolute failure of the American court system that awards are often increased when the injuring party has an apparent ability to pay or has a big insurance policy, rather than the award’s being determined by the actual extent of the damage or liability, that’s the way the system works for now, and we all have to live with it.

Listed below are representative examples of jury awards from south-Florida courts when vehicles owned by a company were at fault in a personal injury accident. These awards averaged 10 to 20 times higher for the same type of accident than when the defendant was an individual.

AUTOMOBILE INJURY JURY AWARDS



	Sample of the huge awards made by juries in liability court cases in which the defendant was a company



	Jessen vs. Jameco (also DUI)
	$1,000,000



	Harris vs. Winn Dixie
	700,000



	Dunleavy vs. Florida Power
	295,000



	Peel vs. American Sightseeing
	240,365



	Luecke vs. General Container
	224,000



	Duke vs. Southern Bell
	87,700




Your strategy is clear. If your self-owned business owns company vehicles driven by you and/or others, carry a minimum of $500,000 to $1 million of bodily injury liability insurance, even though liability insurance on company-owned vehicles is much more expensive. The good news is that this strategy does not apply to part- or full-time home-based businesses that use the family car infrequently as a business car.



Strategy #8

IF YOU DRINK AND DRIVE, BUY ALL THE LIABILITY INSURANCE THE COMPANY WILL SELL YOU.



The largest jury awards are made to plaintiffs injured or killed in automobile accidents in which the defendant was driving under the influence. There is little tolerance in this country, nor should there be, for those who choose to risk others’ well-being while driving drunk or on drugs. The jury awards seem to be at least 1,000% or 10 times higher against drunk drivers and are normally way beyond the limits of any liability insurance.

Here are some awards from south-Florida cases. Remember, the average award against an individual who is not intoxicated is under $25,000. If these statistics aren’t enough to cause someone to give up drinking, that person is a candidate for a residential detox treatment center.

AUTOMOBILE INJURY JURY AWARDS FOR DUI CASES



	Sample of the huge awards made by juries in liability court cases in which the defendant was convicted of driving under the influence (DUI)



	Grant vs. Brute DUI
	$7,000,000



	Colonna vs. Sysomboune DUI
	6,525,000



	Talvera vs. Smith DUI
	1,400,000



	Meigs vs. Sutlif DUI
	1,000,000



	Owens vs. Mercak DUI
	499,500



	Lykles vs. Mobil DUI
	200,000



 

Strategy #9

BEGIN WITH ENOUGH BODILY INJURY LIABILITY INSURANCE TO PROTECT YOUR NET ASSETS.



Theoretically, if you injured or killed someone in an accident that was your fault and a jury awarded the injured party or the heirs an amount greater than the amount of liability insurance you carry, the plaintiffs would have a right to claim just about all the net assets you own, including:

 	bank accounts
 	savings and investments
 	home equity (except in a homestead state such as Florida)
 	jewelry and other personal assets
 	your estate if you died in the accident
 

You might be forced into bankruptcy, and only the assets protected by your state law from bankruptcy creditors would remain yours. The truth is, if your liability insurance covers at least your net assets, your chance of paying an amount above your insurance coverage is remote.

If it is your net assets that are at risk, then the absolute minimum amount of bodily injury liability insurance you want to carry is equal to the amount of your net assets. As often happens in court, the defendant, or in this case the driver at fault, is required to produce a statement of assets and liabilities, also known as a financial statement, and juries, which do not normally think in terms of complicated formulas, will often award at least the amount of the defendant’s net assets whether or not they are covered by insurance. Out of all the court cases during a 15-month period in south Florida, in only one case did the court award include a required extra payment by the defendant in excess of his insurance limit.



Strategy #10

IF YOU USE THE FAMILY CAR FOR PART-TIME BUSINESS USE, CHOOSE THE BODILY INJURY LIABILITY LIMITS FOR AN INDIVIDUAL.



The extra-large jury awards for company vehicles involved in accidents seem to apply to light- to heavy-duty company trucks and cars with permanently mounted business advertising signs. If you follow my tax reducing strategies in Chapter 25 for creating your own small business, you will use your personal automobile at least part-time in your business, generating hundreds in extra deductions. From an insurance perspective, treat the use of this automobile as personal and insure it using the personal bodily injury liability limits indicated in Strategy #9.



Strategy #11

CARRY A MINIMUM OF $50,000 OF PROPERTY DAMAGE LIABILITY, OR A MINIMUM OF TWICE YOUR NET WORTH.



The second form of liability insurance that is an absolute necessity both financially and legally is property damage liability insurance. Property damage liability covers damage you might do with your car to someone else’s car or property. Family members and others driving with permission are also covered by your policy for damage they might do while driving your car.

You choose the maximum amount the insurance company would have to pay in any one accident to fix all the other cars except yours. You can choose limits usually between $5,000 and $100,000. Doing more damage than $50,000 would be extremely unlikely, although remotely possible if you destroyed a new Rolls-Royce or exotic car.

If you are living paycheck-to-paycheck and have few assets, your state’s minimum required limit may be the best value for you. The money saved by reduced premiums can go toward building your wealth. If you are somewhere in between, a good rule of thumb is to carry property damage liability insurance of up to twice your net worth to a maximum of $50,000.

Your property damage liability insurance kicks in only if the accident is proven to be your fault. If so, your collision insurance pays to fix your car. If the accident is the fault of another driver, his or her property liability insurance pays to fix your car.



Strategy #12

BUY $1 MILLION OF UMBRELLA LIABILITY COVERAGE FOR UNDER $200 PER YEAR.



The more assets you accumulate the more important personal liability protection becomes, but you can easily end up overpaying for liability insurance by taking high liability-limit coverage on both your automobile and homeowner’s policies.

Instead of raising the limits on both automobile and homeowner’s policies and paying double premiums, you can buy an inexpensive “supplemental umbrella liability policy” that covers all your possible personal liabilities. You can buy $1 million of protection with an umbrella policy for under $200. You must ask for umbrella liability insurance by name. Since the commissions paid to insurance agents for selling these policies are so small, your agent may neglect to mention it. Some companies also allow you to cover rental property liability in your umbrella policy for slightly higher premiums.

Before selling you the umbrella liability supplement, most insurance companies require you to:

 	Carry a minimum limit on your homeowner’s and automobile policies, usually $100,000/$300,000. If your current limit is only $50,000/$100,000 for instance, your basic policy limit will have to be raised first. 
 	Place both your automobile and homeowner’s policy (if you own your home) with the same company.
 

When you need higher liability limits based on the strategies just discussed, ask for umbrella liability insurance. Umbrella liability is one of the few truly good values in insurance. Most companies offer umbrella liability if you ask. If yours doesn’t, consider changing companies.

COMPREHENSIVE AND COLLISION INSURANCE

Comprehensive and collision insurance pay for damages done to your car. Comprehensive insurance pays for damage or losses due to theft, vandalism, fire, glass breakage, falling objects, explosions, or other damages that result from anything other than collision with another vehicle or object. You choose a deductible ranging from $0 to $1,000. The higher your deductible the less your premiums.

Your collision insurance covers damage to your car in the event of an accident with another vehicle or object no matter who is at fault. If the other driver is at fault, your insurance company will pay you first and then seek reimbursement from the other driver’s insurance company. Your insurance company will pay you for the full damages done to your car in the collision minus your deductible. When your insurance company collects damages from the other driver or the driver’s insurance company, you will be reimbursed even the amount of your deductible. If the damage to your car is significant, it is the insurance company’s option whether to repair or replace your car and where it will be repaired. Deductibles you can choose usually range from $100 to $1,000.



Strategy #13

RAISE THE DEDUCTIBLES ON YOUR COMPREHENSIVE AND COLLISION COVERAGES TO $500 OR MORE.



The best and quickest way to save money on collision and comprehensive insurance is to raise your deductibles. With a simple phone call to your agent, you can save between $25 and $250 per year depending on the number of cars you own, the types of cars, which company you insure with, and your driving record. The worse your driving record, the more you will save. If you have young drivers on your policy, this strategy is likely to save you a bundle. (Also see Strategy #6.)

The deductible is the amount you agree to pay before the insurance company has to kick in. Most policyholders opt for the lowest possible deductible—usually $100—on automobile comprehensive and collision coverage. Lower deductibles may make you feel good, but they do you no good. Each year, less than 10% of all automobiles will be involved in accidents or losses, and only half of those policyholders will have to pay any deductible themselves.

Begin with the increased deductible with which you feel most comfortable, $500 or $1,000. As your assets and income increase, increase your deductibles accordingly. Increasing your auto insurance deductible to $500 will reduce your comprehensive and collision premiums as much as 40%. Increasing the deductible to $1,000 will cut those premiums up to 60%. The better your driving record the less you are paying for low deductibles. If your driving record is poor, you can be paying $100 or more in extra premiums to insure only an extra $400 potential loss that may never happen. Premiums paid for low deductibles are one of the worst insurance values.

The following two strategies will show you why low deductibles don’t make sense.



Strategy #14

NEVER FILE AN INSURANCE CLAIM FOR UNDER $500.



Smart policyholders don’t file small claims. File one or two small claims and your insurance company will raise your premiums next year by as much as 25%, or worse yet, cancel your policy. Save your insurance claims for the big dollar amounts and save big premiums by becoming responsible for payments of any amount of repairs up to $500 or even $1,000 yourself.



Strategy #15

NEVER PAY OUT MORE IN PREMIUMS THAN YOU CAN COLLECT IN DAMAGES.



You pay so much extra for lower deductibles that, over the course of your life, even if you are a lousy driver, you could not collect in damages half of what you’re paying in premiums. Lower deductibles waste dollars. Remember, insurance is not free. Collecting on a claim from an insurance company is not a gift. The insurance company’s cost of processing even the smallest claim is over $400 just for the administrative expenses and paperwork, and these costs are added to the premiums you and other policyholders pay for lower deductibles. That’s why insuring the cost of repairing the first $1,000 of damage to your car costs about the same in premiums as the cost of insuring the next $10,000 of repairs.



Strategy #16

SUBSTITUTE A NO-FEE CREDIT CARD FOR THE FEAR OF BEING SHORT OF CASH TO REPAIR YOUR CAR.



For some the concern is, “What if I am responsible for a deductible or can’t collect from the other driver and don’t have the extra money to fix my car?” Remember first of all that with a $500 deductible your total risk is only an additional $400 greater than with a $100 deductible.

Your best “no-cost” repair insurance for the extra money if you are short of cash is a non-annual-fee MasterCard or Visa that is never used for purposes other than emergencies or unusual one-time expenses. With a $1,000 to $2,000 limit, you have emergency cash available, but unlike insurance premiums, the credit card costs you nothing unless you use it. (See Chapter 10 for credit cards with no yearly fees.)



Strategy #17

WHEN THE VALUE OF YOUR CAR DROPS BELOW $2,000, DROP THE COLLISION AND COMPREHENSIVE COVERAGE.



Remember, if your car is damaged, you cannot collect more than what your car is worth no matter how much insurance you carry or how much in premiums you’ve been paying. When your car is older and not worth much, it no longer pays to carry comprehensive and collision coverage at all. Thieves don’t tend to steal old cars; the penalty is no greater for stealing a new car. When you look at the amount of premiums you pay plus the high deductible, it doesn’t make sense to carry comprehensive and collision insurance on older, less expensive cars.

When it comes to damages, older cars are often just as expensive to repair as new ones. Therefore, the premiums for comprehensive and collision insurance will seem outrageously high for less than $2,000 worth of total insurance. They are. Plus by following these strategies you would be carrying at least a $500 deductible anyway, making your maximum real coverage on an older car not worth the money.



Strategy #18

DON’T BUY EXTRA GIMMICK COVERAGES SUCH AS TOWING, CAR RENTAL, AND AUDIO EQUIPMENT.



The premiums for extras on an auto policy cost you more money than you could ever collect. Towing and car rental coverages cost $20 to $80 extra per car per year, and yet only a small percentage of policyholders will ever file a claim on either. The high premiums charged to insure a few hundred dollars of audio equipment also make a poor investment. However, do insure your car phone or audio equipment when the total worth is over $1,000.



Strategy #19

PREDETERMINE HOW MUCH AN ACCIDENT OR A TICKET WILL RAISE YOUR PREMIUMS.



You’ll also be shocked at the different practices auto insurance companies have affecting policyholders who get ticketed or are involved in an accident. Some will raise your rates 25% after only one occurrence, others will cancel your insurance altogether. Because these policies and practices are predetermined by the insurance companies but not advertised, your insurance company knows what it will do if you get a ticket, a specific number of “points,” or have an accident that is or isn’t your fault. Call your insurance company now and ask its policies. Make a note in your insurance file, or if possible get the answers in writing. It could save a lot of hassle later on. When shopping for insurance, be certain to ask these questions of each company and use the answers as one factor in determining which automobile insurance company you choose. Choose a company that won’t brand you a loser just because of one bad experience.



Strategy #20

ASK FOR THE BASIC AUTOMOBILE INSURANCE DISCOUNTS.



There are numerous discounts offered by auto insurance companies to those who fall into special groups. When buying auto insurance be certain to ask; the agent may not bring them up. A combination of these potential discounts can save you big dollars each year.



	Discount For
	Amount Saved



	1. Multicar—more than one automobile insured by the same company
	5-15%



	2. Driver training—take a state-certified course
	5-15



	3. Good driving record—no tickets
	5-15



	4. No claims against your policy
	5-15



	5. Antitheft equipment—alarm or systems that disengage the ignition
	5-15



	6. Senior citizen
	5-15



	7. Antilock brakes
	5-15



	8. Passive restraints—air bags, automatic seat belts
	5-15



	9. Annual mileage less than 10,000 miles
	15-20



	10. Multipolicies—all policies including homeowner’s and auto at same agency
	5-15




If you qualified for all the discounts, it almost looks as if your auto insurance would be free. Of course that’s not the case, but it can get a lot less expensive. If you ask for all of the discounts you are entitled to, your premiums may drop 25% or more. It pays to ask.



Strategy #21

DECLINE OR REDUCE THE PREMIUMS FOR NO-FAULT INSURANCE BY SUBSTITUTING BETTER, FULL-TIME INSURANCE COVERAGES.



The state-by-state creation of the no-fault insurance laws has created a boondoggle out of what could have been a beneficial, time-saving, premium-lowering insurance concept. “No-fault” in its purest sense is a great idea. Here’s how it is supposed to work. In an accident, each driver’s losses, including automobile damage and medical expenses, are covered by his or her own insurance company, regardless of who is at fault. Think of it—no more expensive lawsuits, no staggering attorneys’ fees, no multiple years of legal battling, no wildly differing potential outcomes created by emotionally charged juries.

Unfortunately, the concept hasn’t worked well. By the time these good ideas were turned into law by state legislators, each with his or her own agenda, no-fault has in many states created a legal mess without solving many of the problems for which it was intended. The concept failed mostly because state legislatures are crammed full of attorneys who just didn’t have the heart to restrict or eliminate automobile liability lawsuits and potentially cost themselves or their fellow attorneys fees. Why is it that only attorneys seem to be able to get off from work long enough to become politicians?

No-fault laws affect all of the major coverages in your policy including:

 	bodily injury liability
 	property damage liability
 	comprehensive
 	collision
 	medical payments
 	uninsured motorists
 

There are now six different major types of no-fault laws among the various states categorized by the amount and type of insurance required, and whether the state’s no-fault laws give the right to sue in addition to collecting damages under the no-fault statutes. Without the elimination of lawsuits, “no-fault” laws have in many states caused increased instead of reduced premiums. It’s sort of like giving your teenage son the keys to your car, but telling him not to drive it while you’re gone for a few days. More than half the states have yet to pass no-fault laws, so they at least still have the chance to create something workable right from the beginning.

The real unanswered question concerning no-fault is: If the purpose of no-fault insurance is to reduce premiums paid by policyholders by reducing the expenses of the insurance companies, why then do you have to pay an additional premium, sometimes called PIP (personal injury protection), in order to get the coverage? In many states the payment of extra premiums is required. In others the coverage and extra premiums are optional.

In reality, PIP insurance, whether required or not, is just another form of medical payments coverage, which is to a large extent a duplicate of your family’s health and hospitalization policy. In addition to your own medical expenses, PIP covers reimbursement for lost income, which should instead be handled by using the disability income strategies in my book Financia] Self-Defense. Although the medical expenses of other passengers in your car are covered by PIP, they are also covered under their own health insurance policies and by the liability portion of your auto policy, so why pay the extra premiums to insure risks that are or should be covered elsewhere?

The other downside to PIP as a substitute for health insurance is that it isn’t. You are paying premiums for medical coverage limited to $5,000 to $50,000, depending on the state in which you live, with the average being $10,000. Where any premium expense is required by law, you can expect the premiums to outweigh the benefits. Your health plan at work or your personal health policy covers you and your family up to $1 million.

Usually you can’t collect for the same injury twice, so why pay the premiums twice? Your strategy is to eliminate or reduce the premiums on all duplicate or unnecessary automobile insurance coverages. You reduce premiums with no-fault by declining the coverage when it is optional. In some states, such as Florida, where the PIP coverage is required, you can reduce premiums by asking for up to a $3,000 deductible. See Financial Self-Defense for a complete list of PIP states and options.



Strategy #22

BUY COVERAGES THAT INSURE YOU 24 HOURS PER DAY AND DROP HIGH-PRICED PART-TIME INSURANCE.



The question when it comes to life, health, and disability insurance is not whether you need it, but instead what is the best and least expensive way to buy it. I am often asked this logical question: “If a person does not have life, health, or disability insurance policies, shouldn’t he then carry the extra insurance on his auto policy like the medical, life, and funeral expenses covered by no-fault, PIP, medical expenses, and uninsured motorists?”

The answer is neither yes nor no. Yes, it’s better than no insurance, but no, what you really need is the right insurance. The solution is to begin immediately to get the coverages you really need using the strategies in this section, a process that can take as little time as a few days.

The problem with including health and life insurance on your auto policy is that they are single-risk coverages. In other words, you are covered only when you are driving your automobile. If you are in your car two hours or less a day, that is the only time your insurance is in effect. You are not covered for accidents or losing your life the other 22 hours! Since auto accidents represent only a fraction of your health and life risks, you want one life insurance policy and one health insurance policy that cover you 24 hours per day 365 days per year including, but not limited to, the time you spend in your car.

By choosing the right full-time policies at the minimum costs, you have both the coverages and the huge premium savings you need. Refer to Strategy #57 for assistance in planning your insurance strategies.



Strategy #23

DROP DUPLICATE COVERAGE AND PREMIUMS PAID FOR MEDICAL INSURANCE.



Medical payments coverage pays for medical expenses such as doctor and hospital bills caused by a car accident to anyone riding in your automobile, including you, your family members, and nonfamily passengers. You and family members are already covered for medical bills under your hospitalization policy, and others riding in your car are covered by the liability portion of your auto policy or by their own hospitalization policy. Typical premiums for this coverage are $40 per year for $5,000 of insurance. You cannot collect twice for the same medical expenses, so if you have hospitalization insurance, medical payments coverage is a complete waste of your money. If you don’t currently have a hospitalization policy, your objective is to get one as quickly as possible—one that covers you and your family 24 hours per day, not just the few hours you drive your automobile.



Strategy #24

DROP OR REDUCE UNINSURED MOTORISTS COVERAGE BY SUBSTITUTING BETTER COVERAGES.



Another kind of insurance that contains coverages that should be carried in a different form in other policies in your insurance plan is uninsured or underinsured motorists. Uninsured motorists is a coverage that seems to get insurance agents and personal injury attorneys all emotional. Insurance is just insurance. Because you are the one who must pay the premiums, your insurance decisions should never be emotional but mathematical.

Uninsured motorists coverage is really backward liability life insurance. Instead of you paying premiums to cover damages you might do to another driver or his or her property, you pay premiums to cover damages someone else might do to you. Who would pay the money if the other driver didn’t have enough insurance? Your own insurance company, the promotional literature claims.

The truth is they may or may not. And then who is going to determine what the insurance company owes you—you? Not hardly. For instance, your insurance company may make you a modestly small offer. Rest assured it won’t get emotionally charged up about what you’ve gone through like a jury might, and the claims adjuster knows you’ll probably settle for almost any amount to avoid the threat of a prolonged court battle for which you would have to hire your own attorney to fight your own insurance company. Your insurance company, which is supposed to take your side, can suddenly become your worst enemy.

If you’re buying uninsured/underinsured motorists coverage so you can collect quickly and easily from your own insurance company, why then does it seem that so many claimants end up having to hire and pay an attorney and spend years attempting to collect the money for them? Many auto insurance policies have an arbitration clause that says if you don’t think your insurance company made a reasonable offer under uninsured/ underinsured motorists coverage, you can’t even go to court to settle the dispute. You must submit to claim benefit arbitration and pay for your own arbitrators out-of-pocket.

The best way to determine the necessity of uninsured motorists coverage is to see what potentially can be covered. The policy states you are covered for the amount of liability of the other driver. Liability if a case goes to court can include:

 	your medical expenses and those of passengers
 	death or damage to someone in your car caused by negligence of the other driver
 	pain and suffering
 	lost wages from work
 	money for other related damages
 

As you can see, coverage for all damages to you but the pain and suffering is a duplication of coverage that can be found in a group health policy, your life insurance policy, and a disability income plan if you choose to have one. Damage to nonfamily members riding in your car is covered by your liability coverage or their medical or life insurance policies.

Pain and suffering is an outdated law concept that has made attorneys rich, jammed the court systems, and played on the emotions instead of the logic of jurors. Money doesn’t pay for pain and suffering because pain and suffering is not a financial loss. There is a lot of pain and suffering during everyone’s lifetime, both emotional and physical, but that does not necessitate spending money on auto premiums in a vain attempt to combat it.

You don’t buy insurance to cover the pain and suffering caused by a relationship that breaks up, or the trauma of losing a job tied to your feelings of self-worth. You don’t buy life insurance to eradicate the emotional pain caused by the loss of a loved one. You buy life insurance to replace lost income.

Why then would it make sense to pay extra premiums to cover pain and suffering related to or caused by an automobile accident? Once you are willing to forgo collecting for pain and suffering and are willing to accept the reimbursement of the financial costs of a loss, uninsured motorists becomes a case of duplicated, better-to-be-insured-elsewhere coverage and requiring the premium that can be eliminated.

Every other month or so I get a letter from a personal injury attorney who questions why I would recommend dropping this coverage, with a typical comment being, ‘I’ve seen clients who wouldn’t have collected a dime had it not been for their UM coverage.” The reason their clients would not have collected a dime is not related to the value of the UM coverage. It is because they have not used the right strategies to make sure they were covered by the right amount of the right kind of life and health insurance to begin with.

Remember, the reasons for replacing uninsured motorist coverage with other forms of coverage is a very logical move for the folio wing reasons:

 	Uninsured motorist coverage only covers you during the time that you are in your car or, in some cases, while you are a pedestrian.
 	Uninsured motorist only covers you if another “driver” is at fault.
 	Uninsured motorist coverage is reduced or eliminated by any amount that you collected from the other driver.
 

As you can see, the strategy is both logical and easy to use. If members of the media want to overpay for insurance, mortgages, automobiles, etc., let them. Remember how many times I’ve said, “Financial journalists are basically well-meaning, but often broke, living paycheck-to-paycheck like most other Americans, with little or no actual knowledge about money.” That lack of knowledge is showing in what they write.

UNNECESSARY AUTOMOBILE INSURANCE COVERAGES

There are lots of coverages on an auto policy for which you are paying duplicate premiums, for which you can be insured better by other full-time policies, or that you don’t want at all.

Before eliminating any kind of insurance, first check to be sure the insurance is duplicate coverage AND is not required by your state laws. Here is a list.



	Coverage
	Where You’ll Find It in Your Auto Policy
	Your Substitution



	Funeral Expenses
	No-fault, Uninsured Motorists
	Term Life Insurance



	Death and Dismemberment
	Death and Dismemberment
	Term Life Insurance and Health Insurance



	Medical Expenses (you and your family)
	Uninsured Motorists, No-fault, PIP
	Health Insurance



	Medical Payments (nonrelated passengers in your car)
	Uninsured Motorists, PIP, Medical Payments
	Your Liability Insurance, Passenger’s Health Insurance



	Lost Wages
	Uninsured Motorists, No-fault, PIP
	Disability Plan



	Loss of Life
	Uninsured Motorists
	Life Insurance



	Pain and Suffering
	Uninsured Motorists
	No Insurance



	Consortium (loss of companionship due to death of a spouse)
	Uninsured Motorists
	No Insurance



 

Strategy #25

NEVER BUY INSURANCE TO COVER INSURANCE DEDUCTIBLES.



Some insurance salespeople are using a new ploy to confuse those who are successfully implementing the Charles J. Givens insurance strategies. We will call it the “Don’t you realize your deductible isn’t covered?” deception. This sales pitch typically shows up with automobile medical payments, PIP, and rental car collision damage waiver (CDW) insurance.

Here’s how it works with medical payments insurance. You are at your automobile insurance agent’s office redesigning your policy according to the strategies in this chapter. “I want to drop the medical payments coverage,” you say. “I already have a hospitalization policy at work, and this coverage is a duplicate.”

“Oh, no, it’s not,” says your agent with apparent alarm. “If you were injured, you would have to pay the deductible out of your own pocket, up to hundreds of dollars.”

Your first reaction may be, “Oh, my gosh, I didn’t think of that!” However, what the agent indicates as a concern is instead a part of your premium cost-cutting plan. Your strategy is to cut insurance costs by raising your deductibles (see Strategy #13). Why then would it make sense to spend money buying insurance specifically to cover those deductibles that are already saving you money? In the case of medical payments coverage, the premium versus risk factor would make this insurance one of the worst you could buy. Since you would already be covered by your hospitalization insurance for every cost except the deductible and your share of the co-insurance you would be paying full automobile medical premiums solely for the coverage of a few hundred dollars of potential losses. Your automobile insurance company has limited its risk to only the deductible, while continuing to collect the same amount of premiums from you as it does from someone who had no other insurance at all. Don’t fall for it.



Strategy #26

BUY A SEPARATE SIX- OR NINE-MONTH POLICY TO COVER MOTORCYCLES, MOPEDS, OR SNOWMOBILES.



Motorcycle insurance (including mopeds, snowmobiles, and other miscellaneous vehicles) is similar to auto insurance, even though motorcycles are not classified as automobiles by insurance companies.

Most states requiring auto liability insurance also require motorcycle liability coverage. You should have liability coverage for your motorcycle. A car owner may insure a motorcycle with an endorsement to his auto policy. You are not automatically covered for your motorcycle through your basic auto policy.

Motorcyclists can get coverages for bodily injury and property damage liability, medical payments (usually limited to $500), uninsured motorists coverage, and collision and physical damage coverage. Use the same strategies for your motorcycle as you would for your automobiles. You probably do not need coverage for other passengers since they are covered by both the liability portion of your motorcycle policy and their own hospitalization insurance.

Many insurance companies offer six-month and nine-month policies to motorcyclists and snowmobilers who garage the equipment for the winter or summer. Ask your agent; it will save you money.



Strategy #27

REDESIGN YOUR AUTO POLICY BY CHOOSING THE OPTIMUM COVERAGES, ELIMINATING DUPLICATIONS, AND MINIMIZING PREMIUMS.



Use the form that follows to redesign your automobile policy for lower premiums. Part I gives you a synopsis of the coverages you need and those you should consider dropping or changing; Part 2 will help you analyze and redesign your auto policy. On the form, list the liability limits and coverages you now have on each automobile that you own along with any changes you wish to make using the insurance strategies in this chapter. If you have more than two automobiles, make a copy of the page. Contact your insurance agent and make all of the changes, noting the changes in your premiums. Don’t expect enthusiasm from your agent, who stands to lose commissions from your changes. It’s your money. Fight for it.

Also use copies of the form when getting auto insurance quotes. Most automobile premiums are stated on policies as sixmonth premiums. If you pay every six months, you must double the premiums shown to obtain the yearly figures. Conversely, you will save twice as much per year as shown on your sixmonth policy.

REDESIGNING YOUR AUTOMOBILE INSURANCE POLICY Part 1



	Coverages You Need



	Liability
	 



	Bodily Injury
	Covers damage to other people.



	Property Damage
	Covers damage to other people’s property.



	Comprehensive
	Covers damage to your car by fire, theft, or anything but collision.



	Collision
	Covers damage to your car by collision with another car or object








	Coverages to Substitute, Drop, or Minimize by Following the Previously Discussed Strategies
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