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Most laptop, tablet and smartphone owners
use public Wi-Fi when it’s available. Data
sent through public Wi-Fi can be easily
intercepted by others on the same network
potentially leading to criminal activity using
your personal and sensitive information.
Criminals can obtain User IDs, passwords,
account numbers, personal and business
emails and other sensitive data.

To keep sensitive data safe while using
public Wi-Fi, treat all public Wi-Fi locations
as a potential threat to your private
information. Consider using a VPN (Virtual
Private Network) app to encrypt your data
that passes through public Wi-Fi. Avoid
using websites that ultimately require you
to enter User ID, password and/or financial
data. Turn Wi-Fi off and use your device’s
cellular connection for sensitive
transactions.

Ask your computer technician or anti-virus
provider for additional information and
resources.

Until July...

You've probably heard the
news that the Federal
Reserve has been raising
its benchmark federal
funds rate. The Fed
doesn't directly control
consumer interest rates,
but changes to the federal
funds rate (which is the

rate banks use to lend funds to each other
overnight within the Federal Reserve system)
often affect consumer borrowing costs.

Forms of consumer credit that charge variable
interest rates are especially vulnerable,
including adjustable rate mortgages (ARMs),
most credit cards, and certain private student
loans. Variable interest rates are often tied to a
benchmark (an index) such as the U.S. prime
rate or the London Interbank Offered Rate
(LIBOR), which typically goes up when the
federal funds rate increases.

Although nothing is certain, the Fed expects to
raise the federal funds rate by small increments
over the next several years. However, you still
have time to act before any interest rate hikes
significantly affect your finances.

Adjustable rate mortgages (ARMs)
If you have an ARM, your interest rate and
monthly payment may adjust at certain
intervals. For example, if you have a 5/1 ARM,
your initial interest rate is fixed for five years,
but then can change every year if the
underlying index goes up or down. Your loan
documents will spell out which index your ARM
tracks, the date your interest rate and payment
may adjust, and by how much. ARM rates and
payments have caps that limit the amount by
which interest rates and payments can change
over time. Refinancing into a fixed rate
mortgage could be an option if you're
concerned about steadily climbing interest
rates, but this may not be cost-effective if you
plan to sell your home before the interest rate
adjusts.

Credit cards
It's always a good idea to keep credit card debt
in check, but it's especially important when
interest rates are trending upward. Many credit

cards have variable annual percentage rates
(APRs) that are tied to an index (typically the
prime rate). When the prime rate goes up, the
card's APR will also increase.

Check your credit card statement to see what
APR you're currently paying. If you're carrying a
balance, how much is your monthly finance
charge?

Your credit card issuer must give you written
notice at least 45 days in advance of any rate
change, so you have a little time to reduce or
pay off your balance. If it's not possible to pay
off your credit card debt quickly, you may want
to look for alternatives. One option is to transfer
your balance to a card that offers a 0%
promotional rate for a set period of time (such
as 18 months). But watch out for transaction
fees, and find out what APR applies after the
promotional rate term expires, in case a
balance remains.

Variable rate student loans
Interest rates on federal student loans are
always fixed (and so is the monthly payment).
But if you have a variable rate student loan
from a private lender, the size of your monthly
payment may increase as the federal funds rate
rises, potentially putting a dent in your budget.
Variable student loan interest rates are
generally pegged to the prime rate or the
LIBOR. Because repayment occurs over a
number of years, multiple rate hikes for variable
rate loans could significantly affect the amount
you'll need to repay. Review your loan
documents to find out how the interest rate is
calculated, how often your payment might
adjust, and whether the interest rate is capped.

Because interest rates are generally lower for
variable rate loans, your monthly payment may
be manageable, and you may be able to handle
fluctuations. However, if your repayment term is
long and you want to lock in your payment, you
may consider refinancing into a fixed rate loan.
Make sure to carefully compare the costs and
benefits of each option before refinancing.

Page 1 of 4



Is It Wise to Trade Your Pension for a Lump Sum?
Most private employers have already replaced
traditional pensions, which promise lifetime
income payments in retirement, with defined
contribution plans such as 401(k)s. But 15% of
private-sector workers and 75% of state and
local government workers still participate in
traditional pensions.1 Altogether, 35% of
workers say they (and/or their spouse) have
pension benefits with a current or former
employer.2

Many pension plan participants have the option
to take their money in a lump sum when they
retire. And since 2012, an increasing number of
large corporate pensions have been
implementing "lump-sum windows" during
which vested former employees have a limited
amount of time (typically 30 to 90 days) to
accept or decline buyout offers.3 (Lump-sum
offers to retirees already receiving pension
benefits are no longer allowed.)

By shrinking the size of a pension plan, the
company can reduce the associated risks and
costs, and limit the impact of future retirement
obligations on current financial performance.
However, what's good for a corporation's
bottom line may or may not be in the best
interests of plan participants and their families.

For many workers, there may be mathematical
and psychological advantages to keeping the
pension. On the other hand, a lump sum could
provide financial flexibility that may benefit
some families.

Weigh risks before letting go
A lump-sum payout transfers the risks
associated with investment performance and
longevity from the pension plan sponsor to the
participant. The lump-sum amount is the
discounted present value of an employee's
future pension, set by an IRS formula based on
current bond interest rates and average life
expectancies.

Individuals who opt for a lump-sum payout must
then make critical investment and withdrawal
decisions, and determine for themselves how
much risk to take in the financial markets. The
resulting income is often not enough to replace
the pension income given up, unless the
investor can tolerate exposure to stock market
risk and is able to achieve solid returns over
time.

Gender is not considered when calculating
lump sums, so a pension's lifetime income may
be even more valuable for women, who tend to
live longer than men and would have a greater
chance of outliving their savings.

In addition, companies might not include the
value of subsidies for early retirement or
spousal benefits in lump-sum calculations.4
The latter could be a major disadvantage for
married participants, because a healthy
65-year-old couple has about a 73% chance
that one spouse will live until at least 90.5

When a lump sum might make sense
A lump-sum payment could benefit a person in
poor health or provide financial relief for a
household with little cash in the bank for
emergencies. But keep in mind that pension
payments (monthly or lump sum) are taxed in
the year they are received, and cashing out a
pension before age 59½ may trigger a 10%
federal tax penalty.6 Rolling the lump sum into
a traditional IRA postpones taxes until
withdrawals are taken later in retirement.

Someone who expects to live comfortably on
other sources of retirement income might also
welcome a buyout offer. Pension payments end
when the plan participant (or a surviving
spouse) dies, but funds preserved in an IRA
could be passed down to heirs.

IRA distributions are also taxed as ordinary
income, and withdrawals taken prior to age
59½ may be subject to the 10% federal tax
penalty, with certain exceptions. Annual
minimum distributions are required starting in
the year the account owner reaches age 70½.

It may also be important to consider the health
of the company's pension plan, especially for
plans that don't purchase annuity contracts.
The "funded status" is a measure of plan assets
and liabilities that must be reported annually; a
plan funded at 80% or less may be struggling.
Most corporate pensions are backstopped by
the Pension Benefit Guaranty Corporation
(PBGC), but retirees could lose a portion of the
"promised" benefits if their plan fails.

The prospect of a large check might be
tempting, but cashing in a pension could have
costly repercussions for your retirement. It's
important to have a long-term perspective and
an understanding of the tradeoffs when a
lump-sum option is on the table.
1 U.S. Bureau of Labor Statistics, 2016

2 Employee Benefit Research Institute, 2016

3, 4 The Wall Street Journal, June 5, 2015

5 Society of Actuaries, 2017

6 The penalty doesn't apply to employees who retire
during or after the year they turn 55 (50 for qualified
public safety employees).

About 41 million people are
participants (active, retired,
or separated vested) of
PBGC-insured corporate
pension plans.

Source: Congressional
Budget Office, 2016
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Why a Life Insurance Claim May Be Denied
Life insurance can be an important financial tool
for you and your family. For example, life
insurance can help replace earnings that would
cease upon your death. It can provide a legacy
for your children or grandchildren, and can
even be used to make a charitable gift after
your death.

However, the fact that you've purchased life
insurance doesn't guarantee that the death
benefit will be paid when it's needed most —
after you've died. There are several reasons
insurance companies may attempt to deny, or
at least delay, paying a claim for the death
benefit. Here are some possible circumstances
when a death-benefit claim may be contested
by the insurer.

Misstatements on the application
A clause that's commonly found in life
insurance contracts is the incontestability
clause. A life insurance claim may be denied if
the insurer finds that the applicant made
misstatements on the policy application and
death occurs within two years of the policy's
start date. If the applicant makes statements
intended to defraud the insurer, there is
essentially no time limit, and the claim can be
denied no matter how long the policy has been
in force. That's why it is very important to
provide accurate information on the policy
application and not withhold information or facts
that are requested by the insurer.

A good example of a policy being contested
involved actor Heath Ledger, who died within
seven months of purchasing a $10 million life
insurance policy for the benefit of his daughter.
The medical examiner ruled that the cause of
death was due to an accidental drug overdose.
Subsequently, the insurer denied the claim on
two grounds: The death was the result of an
intentional drug overdose and amounted to
suicide, and the insured did not disclose on the
insurance application (as requested) that he
was a user of illegal drugs, which is a material
misrepresentation. The policy beneficiary sued
the insurer, and the case was eventually settled
for an undisclosed amount believed to be much
less than the policy death benefit.

Suicide clause
Most life insurance policies contain a suicide
clause, which generally states that no death
benefit will be paid if the insured's death results
from suicide within two years from the inception
of the policy. Often, policy owners inadvertently
restart the two-year suicide clause when they
replace existing life insurance with a new
policy.

Even in the unfortunate circumstance that

death by suicide occurs within two years from
the policy's inception, the beneficiaries may still
be able to receive at least a portion of the death
benefit, depending on the circumstances. For
example, whether death is intentional (suicide)
or by accident is not always easily determined.

Policy lapse
A life insurance policy may not be in force
because the coverage has lapsed. Policies may
lapse for several reasons, including
nonpayment of the premium and expiration of a
stated term. Insurers generally send written
notifications when a premium payment is past
due, when the policy is about to lapse, and
when a policy has actually expired. Sometimes
the policy owner may inadvertently or
intentionally neglect to make premium
payments. In any case, the insurance
beneficiary may not realize that the policy has
lapsed until after the death of the insured.

An insurer may deny payment of the death
benefit when death occurs outside the policy
coverage term. Term life insurance provides
death benefit coverage for a stated number of
years, usually from one to 25 years, depending
on the policy purchased. This type of insurance
is also common through employer-provided
plans. In any case, if the insured's death occurs
after the policy term has expired, the claim for
insurance proceeds will be denied.

What can you do?
Nothing can be more emotionally trying than
having a life insurance claim denied while
dealing with the loss of a loved one. Here are
some tips that may help get the death benefit
paid.

Whether you fill out the life insurance
application or it is completed by a life insurance
agent, be sure you review each section of the
application and answer each question honestly.
Do not withhold or falsify information.

Pay the premiums on time. Indicate an
alternative address for mailing the premium
notices and also name another individual to
receive notices of premium lapses. If you move
or change financial institutions and don't notify
the insurer, you may forget about the premium
payments and the policy could lapse without
your knowledge.

If you have group life insurance, verify that it is
still in force at least once each year. Also,
review your policy with an insurance
professional. You may not realize that your life
insurance will end on a certain date.

As with most financial
decisions, there are
expenses associated with
the purchase of life
insurance. Policies
commonly have mortality
and expense charges. In
addition, if a policy is
surrendered prematurely,
there may be surrender
charges and income tax
implications.

Any guarantees associated
with payment of death
benefits are based on the
claims-paying ability and
financial strength of the
insurer.
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IMPORTANT DISCLOSURES

The information presented here is
not specific to any individual's
personal circumstances.

To the extent that this material
concerns tax matters, it is not
intended or written to be used, and
cannot be used, by a taxpayer for
the purpose of avoiding penalties
that may be imposed by law. Each
taxpayer should seek independent
advice from a tax professional
based on his or her individual
circumstances.

These materials are provided for
general information and
educational purposes based upon
publicly available information from
sources believed to be reliable—we
cannot assure the accuracy or
completeness of these materials.
The information in these materials
may change at any time and
without notice.

Should I purchase towing and rental reimbursement
coverage for my car?
For many individuals, driving a
car is a necessity. Whether
you're driving to work or
running errands on the

weekend, not having your main source of
transportation for even just a week or two can
have a major impact on your daily routine. As a
result, you'll want to make sure your
transportation needs are properly covered in
case your car is ever disabled or in an accident.
Fortunately, in addition to standard auto
insurance coverage, most insurers offer
optional towing and rental reimbursement
coverage for an additional cost.

You can usually purchase towing coverage for
a small premium. This type of coverage will pay
for any towing and labor charges (up to a
specified limit) incurred when your vehicle is
disabled. This coverage can be used any time
your car breaks down — not just when it's in an
accident. Keep in mind that the insurer usually
pays only for labor performed (e.g.,
jump-starting a battery, changing a tire) at the
location where your vehicle is disabled and
does not cover actual repair work performed at
a service station.

Towing coverage is convenient to have,
especially if you travel a lot in your car.
However, if you already have roadside
assistance through another source (e.g., a road
and travel plan), you may not need to purchase
towing coverage.

Rental reimbursement coverage pays a set
amount per day for the cost of a rental car if
your car is being repaired because of an
accident that is covered under your auto
insurance policy (some policies also provide
coverage when a vehicle is stolen). Typically,
this type of coverage is limited to a certain
amount per day (e.g., $30), up to a maximum
amount (e.g., $900). For an additional premium,
the daily limit can usually be increased.

Whether you need rental reimbursement
coverage for your car will depend on your
transportation needs. If you own two vehicles or
have access to an alternative means of
transportation, you may be able to get by
without it. However, if your car is your main
source of transportation, it may be a worthwhile
purchase.

How can I protect myself and my home from wind
damage?
Depending on where you live,
your home may be vulnerable
to damage from tornadoes,
hurricanes, and other

windstorms. These weather events can cause
devastating and costly losses, so it's important
to know how you can protect yourself and your
home before a storm strikes.

The first thing you should do is review your
homeowners insurance policy. In most cases,
windstorms are one of the basic perils covered
by standard homeowners insurance. But there
can be exceptions. For instance, sometimes
windstorm damage is excluded from
homeowners coverage in areas where
windstorm damage is common. Find out for
sure by checking your insurance policy or by
speaking with your insurance company or
agent.

If you discover that protection from windstorms
is not available on your current policy, don't
worry. You may be able to purchase optional
coverage from your insurer, or another insurer

at an additional cost. Your options depend on
such factors as whether you live in a high-risk
area and how much additional coverage you
can afford.

Even with windstorm coverage, you may not be
fully compensated in the event of damage to
your home or your belongings by wind-related
weather events. Keep in mind that you'll be
covered only for named perils and only up to
the coverage limits for your policy. Any losses
that exceed those limits will have to be paid out
of your own funds. Remember that you will
need to pay out-of-pocket for any deductible
that applies before your insurance begins to
cover your losses.

Besides making sure you have windstorm
coverage, you can take additional steps to help
protect yourself and your home in the event of a
windstorm. Creating an emergency kit, securing
your property, heeding evacuation warnings,
and establishing a safety plan with your family
can also help you weather windstorms.
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