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Ideally the life insurance policy amount must cover not only the child care expenses but repay all the
liabilities of the parents.
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By Jitendra P S Solanki

Surprise! As India Parents of a special need child have concerns about

j takestoJan Dhan the care and finances for the child, after their

Yojana, spending on o . ) )
lifetime. Life insurance is one tool which can help

alcohol falls

create provisions for creating an estate to take care

Is GST in real estate, of the child’s funding needs.

| petroleum a good

idea? Read truth here

Right policy
Dissent and Ideally the life insurance policy amount must cover
democracy: Silence of not only the child care expenses but repay all the

those in authority liabilities of the parents. This will require

becomes license to

goons; why that is identifying the insurance needs and then buying the

required insurance coverage.

Term life policies are the simplest policies to consider. However, many parents buy
endowment policies while some buy whole life policies with anticipation that along with
life coverage it will provide a cash value to fund the child care at their death. It is
important to look at merit and demerit of different types of policies and pick the right

one.
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options are the generic policies.
Term Insurance

It is the purest form of life insurance. A risk cover which pays the policy sum assured in
case the policyholder dies. There is no payout if the policyholder survives. The biggest
advantage to the parent is that this form of insurance creates an instant estate if
something happens to them. With cheaper premium rates, parents can buy a high

insurance coverage, that can help fund child care after paying-off all dues.

In traditional financial planning, term insurance is not recommended after a certain age
—say 65-70 years — as the responsibilities or liabilities may be fulfilled. This is not the
case for parents with special needs children. It is recommended to keep term insurance

for as long as it will be given.
Whole life policies

These policies would be the next best option after term insurance. Whole life policies are
an extension of endowment plans/ULIPs which guarantee to run up to the policyholder
lifetime or a maturity age which in most cases is fixed at 100 years. One has to keep

paying the premium till the policy runs.

Now, a term policy combined with a whole life insurance policy may prove to be the best
solution to secure the child’s future. Here a term insurance will provide life Insurance
till the defined age and the whole life insurance policy will generate enough cash value

to meet the requirement when term is not available.

However, whole life policies suffer disadvantages. The traditional policies do not yield
returns good enough to beat even inflation and justify the higher premium outgo for

investments.



special needs tamily will seek as 1t can meet dual objective — growing the money and
providing a fund to take care of the child future at any stage of life. However, the biggest
drawback with these policies is that they fail to meet either of the objectives. Buying a
high insurance coverage in these policies is not viable due to very high premiums and
the returns from these policies are not good enough to meet inflation. Hence these are

best avoided.
Housing Loan Insurance

These policies are specifically design for covering housing loans. Their sum assured is in
alignment with home loan it covers and so these policies will run till the housing loan is
continued. In case of any eventuality, the insurance will pay the outstanding loan and

the family will be free from any liabilities.

However, the premiums are higher than pure term plan and if one has covered the
provision of housing loan in the term plan, then you do not need to take this. Parents
need to be careful because banks have been selling these polices bundled with home
loan and in most cases include the premium in the loan itself — you end up paying

interest on the premium.
Do the math

Before signing up, do not trust the assurances or numbers shown. Your own calculation
can only identify the actual numbers. You need to calculate the amount needed, after
accounting for inflation. For instance, if inflation is at 7%, then you need at least 10%

return on your investments to create a sizeable corpus in future.

Traditional plans don’t give you the associated costs. ULIPs tie you up with one fund
manager and still have lower transparency than mutual funds. Contrary to this, mutual

funds bring transparency and flexibility in managing your investments. Thus, it is wiser
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On Rashtriya Ekta Diwas 2017, take a look at Sardar Vallabhbhai Patel iconic photos with
Mahatma Gandhi, Jawaharlal Nehru, others

Chennai rain: Heavy downpour brings city to halt, many areas water-logged; see pics

Like a boss! Rahul Gandhi chairs meeting of senior Congress leaders; see pics
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Jio Phone, Airtel Mobiles, Vodafone smartphone, BSNL device: Comparison of best 4G
n ﬂ‘ l mobiles under Rs 2,500
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Apple iPhone X to go on sale from November 3. Will release be a stellar success?

Vodafone offer Rs 177 vs Airtel Rs 199 vs Reliance Jio Rs 149; which plan offers
best benefits?

Jio Phone, Airtel Karbonn A40 Indian, BSNL Bharat 1, Vodafone Bharat 2 Ultra: Which is the
best 4G mobile

This is Airtel 4G smartphone priced at Rs 1399: Look at comparison with Reliance Jio Phone
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