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Each time you
connect to the
Internet, you risk
becoming the victim
of a cybercrime. It's
the price we pay for
living in a digital
world — whether it's
at home, at work, or
on your smartphone.
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As your financial advisor,
safeguarding the personal and
financial information you have
entrusted to me and my team is of
paramount importance. Of the many
reasons I choose to partner with
Commonwealth Financial Network®
to help me manage your financial
life, there is none more important
than the comprehensive level of
information security the firm
provides.
Rest assured that we are always
concerned about your privacy. If you
have any questions regarding your
data and how it's handled, please
call our office at 800-440-8807.
Sincerely,
Tom
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Managing Debt While Saving for Retirement
Medicare and Your Employer Health Plan
If I donate used property to charity, what
documentation is needed?
How much can I deduct if I donate my car to
charity?

According to the
Identity Theft Resource Institute, the number of
U.S. data breaches in 2016 increased by 40%.
And as recently as May 2017, a widespread
"ransomware" attack targeted personal
computers across the globe. While software
companies are continually developing
strategies to combat the latest cybercrimes,
there are some steps you can take to help
protect yourself online.

The stronger, the better
It's a scary thought — most of us have a large
amount of financial and personal information
that's readily accessible through the Internet, in
most cases protected by nothing more than a
username and password.
Create a strong password by using a
combination of lower- and upper-case letters,
numbers, and symbols or by using a random
phrase. Avoid using a password with your
personal information such as your name and
address. In addition, have a separate and
unique password for each account or website
that you use.
If you have trouble keeping track of all your
password information or you want an extra level
of password protection, consider using
password management software. Password
manager programs generate strong, unique
passwords that you control through a single
master password.

Follow the 3-2-1 rule
Backing up your online data is critical to avoid
losing valuable information due to a cyber
attack. If you have digital assets that you don't
want to risk losing forever, you should back

them up regularly. This pertains to data stored
on both personal computers and mobile
devices.
When backing up data, a good rule to follow is
the 3-2-1 rule. This rule helps reduce the risk
that any one event — such as a computer hacker
gaining access to your computer — will
compromise your primary data and backups. In
order to follow the 3-2-1 rule:
• Have at least three copies of your data (this
means a minimum of the original plus two
backups)
• Use at least two different formats (e.g., hard
drive and cloud-based service)
• Ensure that at least one backup copy is
stored in a separate location (e.g.,
safe-deposit box)

Stay one step ahead
Finally, the best way to avoid becoming the
victim of a cybercrime is to stay one step ahead
of the cybercriminals. Here are some extra
precautions you can take before you go online:
Consider using two-step authentication.
Two-step authentication, which involves using a
text or email code along with your password,
provides another layer of protection for your
sensitive data.
Keep an eye on your accounts. Notify your
financial institution immediately if you see
suspicious activity. Early notification not only
can stop the cyber thief but may limit your
financial liability.
Think twice before clicking. Beware of emails
containing links or asking for personal
information. Never click on a link in an email or
text unless you know the sender and have a
clear idea where the link will take you.
Be careful when you shop. When shopping
online, look for the secure lock symbol in the
address bar and the letters https: (as opposed
to http: ) in the URL. Avoid using public Wi-Fi
networks for shopping, as they lack secure
connections.
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Managing Debt While Saving for Retirement
It's a catch-22: You feel that you should focus
on paying down debt, but you also want to save
for retirement. It may be comforting to know
you're not alone.

Employee Benefit
Research Institute, 2017
Retirement Confidence
Survey
1

2

Employee Benefit
Research Institute, 2016
Retirement Confidence
Survey
3 Distributions from pre-tax
accounts will be taxed at
ordinary income tax rates.
Early distributions from
pre-tax accounts and
nonqualified distributions of
earnings from Roth
accounts will be subject to
ordinary income taxes and a
10% penalty tax, unless an
exception applies. Employer
contributions will always be
placed in a pre-tax account,
regardless of whether they
match pre-tax or Roth
employee contributions.

According to an Employee Benefit Research
Institute survey, 18% of today's workers
describe their debt level as a major problem,
while 41% say it's a minor problem. And
workers who say that debt is a problem are also
more likely to feel stressed about their
retirement savings prospects.1 Perhaps it's no
surprise, then, that the largest proportion (21%)
of those who have taken a loan from their
employer-sponsored retirement plans have
done so to pay off debt.2 Borrowing from your
plan can have negative consequences on your
retirement preparedness down the road. Loan
limits and other restrictions generally apply as
well.
The key in managing both debt repayment and
retirement savings is to understand a few basic
financial concepts that will help you develop a
strategy to tackle both.

Compare potential rate of return with
interest rate on debt
Probably the most common way to decide
whether to pay off debt or to make investments
is to consider whether you could earn a higher
rate of return (after accounting for taxes) on
your investments than the interest rate you pay
on the debt. For example, say you have a credit
card with a $10,000 balance that carries an
interest rate of 18%. By paying off that balance,
you're effectively getting an 18% return on your
money. That means your investments would
generally need to earn a consistent, after-tax
return greater than 18% to make saving for
retirement preferable to paying off that debt.
That's a tall order for even the most savvy
professional investors.

Let's say your company matches 50% of your
contributions up to 6% of your salary. This
means you're essentially earning a 50% return
on that portion of your retirement account
contributions. That's why it may make sense to
save at least enough to get any employer
match before focusing on debt.
And don't forget the potential tax benefits of
retirement plan contributions. If you contribute
pre-tax dollars to your plan account, you're
immediately deferring anywhere from 10% to
39.6% in taxes, depending on your federal tax
rate. If you're making after-tax Roth
contributions, you're creating a source of
tax-free retirement income.3

Consider the types of debt
Your decision can also be influenced by the
type of debt you have. For example, if you
itemize deductions on your federal tax return,
the interest you pay on a mortgage is generally
deductible — so even if you could pay off your
mortgage, you may not want to. Let's say you're
paying 6% on your mortgage and 18% on your
credit card debt, and your employer matches
50% of your retirement account contributions.
You might consider directing some of your
available resources to paying off the credit card
debt and some toward your retirement account
in order to get the full company match, while
continuing to pay the mortgage to receive the
tax deduction for the interest.

Other considerations

There's another good reason to explore ways to
address both debt repayment and retirement
savings at once. Time is your best ally when
saving for retirement. If you say to yourself, "I'll
wait to start saving until my debts are
completely paid off," you run the risk that you'll
never get to that point, because your good
intentions about paying off your debt may falter.
And bear in mind that all investing involves risk; Postponing saving also reduces the number of
investment returns are anything but
years you have left to save for retirement.
guaranteed. In general, the higher the rate of
It might also be easier to address both goals if
return, the greater the risk. If you make
you can cut your interest payments by
investments rather than pay off debt and your
refinancing debt. For example, you might be
investments incur losses, you may still have
able to consolidate multiple credit card
debts to pay, but you won't have had the benefit payments by rolling them over to a new credit
of any gains. By contrast, the return that comes card or a debt consolidation loan that has a
from eliminating high-interest-rate debt is a sure lower interest rate.
thing.
Bear in mind that even if you decide to focus on
Are you eligible for an employer match? retirement savings, you should make sure that
you're able to make at least the minimum
If you have the opportunity to save for
retirement via an employer-sponsored plan that monthly payments on your debt. Failure to do
so can result in penalties and increased interest
matches a portion of your contributions, the
debt-versus-savings decision can become even rates, which would defeat the overall purpose of
your debt repayment/retirement savings
more complicated.
strategy.
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Medicare and Your Employer Health Plan
If you plan to continue working after you reach
age 65, you may be wondering how Medicare
coordinates with your employer's group health
plan. When you're eligible for both types of
coverage, you'll need to consider the benefits
and costs, and navigate an array of rules.

The U.S. Bureau of Labor
Statistics projects that the
labor force will grow to
about 164 million workers
by 2024. Approximately 13
million of these workers
(roughly 8%) will be age 65
and older.
Source: U.S. Bureau of
Labor Statistics, Older
workers: Labor force trends
and career options, May
2017

Late-enrollment penalties typically apply if you
do not enroll in Medicare Part A and Part B
when you are first eligible. However, if you are
covered by a group health plan based on
current employment, these penalties generally
do not apply as long as you follow certain rules.
You can sign up for Medicare Part A and/or
How does Medicare work with your
Part B at any time as long as you are covered
group health plan?
by a group health plan through your own
employment or your spouse's employment.
You can generally wait to enroll in Medicare if
you have group health insurance through your When you stop working or your coverage ends,
you have eight months to sign up without
employer or your spouse's employer. Most
employers can't require employees or covered penalty. This eight-month period starts the
spouses to enroll in Medicare to retain eligibility month after your employment ends or the
for their group health benefits. However, some month after your employer group health
small employers can, so contact your plan's
coverage ends (whichever occurs first). Visit
benefits administrator to find out if you're
medicare.gov for more information.
required to sign up for Medicare when you
What if you have an HSA?
reach age 65.
If you have a high-deductible health plan
If you have Medicare and group health
through work, keep in mind that you cannot
coverage, both insurers may cover your
contribute to a health savings account (HSA)
medical costs, based on "coordination of
after you enroll in Medicare (A or B). The good
benefit" rules. The primary insurer pays your
news is that the HSA is yours, even if you can
claim first, up to the limits of the policy. The
no longer contribute to it, and you can use the
secondary insurer pays your claim only if there
tax-advantaged funds to pay Medicare
are costs the primary insurer didn't cover, but
premiums and other qualified medical
may not pay all the uncovered costs.
expenses. So it might be helpful to build your
Who is the primary insurer? If your employer
HSA balance before enrolling in Medicare.
has 20 or more employees, your employer
Whether you should opt out of premium-free
group health plan is primary and your Medicare
Part A in order to contribute to an HSA depends
coverage is secondary. If your employer has
on what you consider to be more valuable:
fewer than 20 employees, your Medicare
secondary hospital insurance coverage or
coverage is primary and your employer group
tax-advantaged contributions to pay future
health plan is secondary.
expenses. HSA funds can be withdrawn free of
Your employer can tell you more about how
federal income tax and penalties provided the
your group health coverage works with
money is spent on qualified health-care
Medicare.
expenses. HSA contributions and earnings may
Should you wait to enroll in Medicare? or may not be subject to state taxes.
Medicare Part A helps pay for inpatient hospital
care as well as skilled nursing facility, hospice,
and home health care. Because Medicare
hospital insurance is free for most people, you
may want to enroll in Part A even if you have
employer coverage. It could be helpful to have
both types of insurance to fill any coverage
gaps. However, if you have to pay for Part A,
you'll need to factor the cost of premiums into
your decision.
Medicare Part B medical insurance, which
helps pay for physician services and outpatient
expenses, requires premium payments, so it
would be wise to compare the costs and
benefits of Medicare to your employer's plan. If
you're satisfied with your employer coverage,
you may be able to wait to enroll in Part B.

How are Medicare claims handled?
Once you enroll in Medicare, tell your
health-care providers that you have coverage in
addition to Medicare to help ensure that claims
are submitted properly. You can also contact
the Medicare Benefits Coordination & Recovery
Center (BCRC) at (855) 798-2627 if you have
questions about how your claims will be
handled.
Medicare rules are complex, and these are only
guidelines. Different rules and considerations
apply if you have retiree health coverage
through your former employer (or your spouse's
employer) or other types of health coverage.
For more detailed information, visit
medicare.gov.
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Securities and Advisory Services
offered through Commonwealth
Financial Network® , Member
FINRA/SIPC, a Registered
Investment Adviser. Fixed
insurance products and services
offered through CES Insurance
Agency.
The accompanying pages have
been developed by an independent
third party. Commonwealth
Financial Network is not
responsible for their content and
does not guarantee their accuracy
or completeness, and they should
not be relied upon as such. These
materials are general in nature and
do not address your specific
situation. For your specific
investment needs, please discuss
your individual circumstances with
your representative.
Commonwealth does not provide
tax or legal advice, and nothing in
the accompanying pages should be
construed as specific tax or legal
advice.

If I donate used property to charity, what
documentation is needed?
The documentation needed to
obtain a federal income tax
deduction for donating used
property to a charity typically
depends on the value of the property. In
general, do not attach the documentation to
your income tax return. Keep the records so
that you can provide them to the IRS if
requested to do so.
If you claim a deduction of less than $250, you
must have a receipt from the charitable
organization (a letter acknowledging your
contribution will suffice) that shows the name of
the organization, the date and location of your
contribution, and a reasonably detailed
description of the property. You must also have
a record of the fair market value (FMV) of the
property (and how you determined it) at the
time of the contribution.
If you claim a charitable deduction for $250 or
more, you must substantiate the contribution
with a contemporaneous written
acknowledgment of the contribution from the
charity. The acknowledgment must contain the
name of the charity and a reasonably detailed
description of the property. The

acknowledgment must also include either (1) a
statement that no goods and services were
provided by the charity in return for the
contribution, (2) a good-faith estimate of the
value of such goods and services (these reduce
the amount of the charitable deduction), or (3) a
statement that the goods and services were
token benefits or consisted entirely of
insubstantial membership benefits or intangible
religious benefits.
If the value of the contribution is over $500,
your records must also include how you
acquired the property (e.g., purchase, gift,
inheritance, or exchange), when you obtained
the property, and the cost or other basis of the
property (including any adjustments).
If you claim a deduction of over $5,000 for a
noncash charitable contribution of one item or a
group of similar items, you must also obtain a
qualified written appraisal of the donated
property from a qualified appraiser.
If the amount of your deduction for all noncash
contributions is more than $500, you must file
IRS Form 8283 with your federal income tax
return.

How much can I deduct if I donate my car to charity?
If you donate your car to
charity, you can claim an
income tax deduction for the
donation if you itemize your
deductions on your federal
income tax return.

car's FMV on the date of your contribution. In
the following circumstances, you can generally
deduct the car's FMV at the time of your
contribution: The charity is going to significantly
use your car instead of selling it; the charity is
going to fix up the car materially before selling
it; or the charity is going to give the car away or
The fair market value (FMV) of your car
sell it (at a price well below its FMV) to a needy
represents the maximum deduction you may
take on your federal income tax return. Certain individual as part of its charitable mission. In
this instance, IRS Form 1098-C should indicate
commercial firms and trade organizations
publish monthly or seasonal guides for different which of the exceptions applies.
If the charity sells your donated car for $500 or
regions of the country that contain dealer sale
less, you can deduct the lesser of $500 or the
prices or average dealer prices for
FMV of your car on the date of your
recent-model cars. While these prices are not
contribution. However, if one of the exceptions
"official" and the publications are not
noted above applies, you may generally deduct
considered appraisals of any specific donated
the FMV of your car.
property, they do provide clues for making an
appraisal and suggest relative prices for
Charitable contribution deductions are generally
comparison with current sales and offerings in
limited to 50% of your adjusted gross income
your area. In certain circumstances, if the tax
(AGI), or 30% or 20% of AGI depending on the
deduction you claim for your car is greater than type of charity and the property donated.
$5,000, you may need a written appraisal of the Disallowed amounts can generally be carried
car's FMV from a qualified appraiser.
over and deducted in the following five years,
If the charity sells your car and you claim a
deduction of more than $500, you can deduct
the lesser of (1) the gross proceeds of the sale
(as indicated on IRS Form 1098-C) or (2) the

subject to the percentage limits in those years.
Your overall itemized deductions may also be
limited based on the amount of your AGI.
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