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Protect: Property 

In this quarter, it is appropriate to move into the most vital component of a successful financial 

system: Protect. In each month this quarter, a realm of the entire protection domain will be 

highlighted. This month will focus on property protections, next month will be on medical 

protections, and the final month of this quarter will be on estate/legal protections. 

CASE STUDY 

Why is it so important to protect? Below is a projection of the cumulative earnings of a household 

that is projected to:  

• work 30 more years 

• earns $150,000/yr (gross) increasing on average by 4% per year 

• is saving 20% of their income 

• has already saved up $100,000 in retirement, investment, and savings accounts 

• gets a 4% rate of return on their savings 

Under the above assumptions, this household would accrue approximately $5,125,000. If you 

use the prudent withdrawal rate in retirement of 3%, then that translates to an income of 

$153,750 per year during retirement. 

However, what would happen if this household got into a tragic accident in which they where at 

fault. In this accident, they injure someone who also had 30 years left to work and was making 

$115,000 per year. The cumulative value of all of their earnings would project to be around 

$2,000,000, but now they cannot work at all due to the accident. They would have the legal right 
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to pursue those earnings via lawsuit against the at fault household. Therefore, they file a lawsuit 

for $2,000,0000. The at fault household does not have that on hand, so what would happen? 

Their car insurance would cover their per person limit for liability as noted in their policy, and a 

judge would issue a judgement for the remainder. That judgement would likely include a 

garnishment of wages (which in Colorado can be up to 25% of income). Below is the impact of a 

25% garnishment of wages for the at fault household. 

The potential amount has now been reduced from approximately $5,125,000 to $1,500,000. 

Using the same prudent withdrawal rate, their retirement income has decreased from $153,750 

to $45,000. 

(Source of all graphics: Living Balance Sheet) 

SOLUTION 

While this household could have increased their car insurance to $2,000,000 of liability 

coverage, it would have significantly increased their premiums. A more financially efficient 

solutions is to implement an umbrella insurance policy for $2,000,000 which would have fully 

covered the liability of the lawsuit, and not effected their future income potentials. 

 

SUMMARY AND BEST PRACTICES: 

• Protection is vital as a household’s future incomes are dependent upon their current 

earning and savings. 
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• Without proper protection, future success is vulnerable to unexpected life events. 

• In the property protection realm, an umbrella insurance coordinated with auto and home 

insurance is an efficient tool to optimally cover against any property related lawsuits 
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