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Happy New Year!

It's time to take action on all those
resolutions and therefore, I'm
pleased to present the first issue of
the LuminaFi Report. The aim of the
LuminaFi Report is to provide you
with valuable information to help you
manage your personal finances. I
welcome your suggestions and
feedback on making this report more
useful in helping you reach your
goals in 2014 and beyond.

Please feel free to call me if you
have any questions about the topics
presented.

Best wishes to you and your loved
ones, for a prosperous and happy
2014!

For many retirees and
their families, Social
Security provides a
dependable source of
income. In fact, for the
majority of retirees,
Social Security accounts
for at least half of their
income (Source: Fast

Facts & Figures About Social Security, 2013).
However, more of that income is being spent on
health-related costs each year, leaving less
available for other retirement expenses.

The importance of Social Security
Social Security is important because it provides
a retirement income you can't outlive. In
addition, benefits are available for your spouse
based on your benefit amount during your
lifetime, and at your death in the form of
survivor's benefits. And, these benefits typically
are adjusted for inflation (but not always; there
was no cost-of-living increase for the years
2010 and 2011). That's why for many people,
Social Security is an especially important
source of retirement income.

Rising health-care costs
You might assume that when you reach age 65,
Medicare will cover most of your health-care
costs. But in reality, Medicare pays for only a
portion of the cost for most health-care
services, leaving a potentially large amount of
uninsured medical expenses.

How much you'll ultimately spend on health
care generally depends on when you retire,
how long you live, your health status, and the
cost of medical care in your area. Nevertheless,
insurance premiums for Medicare Part B
(doctor's visits) and Part D (drug benefit), along
with Medigap insurance, could cost hundreds of
dollars each month for a married couple. In
addition, there are co-pays and deductibles to
consider (e.g., after paying the first $147 in Part
B expenses per year, you pay 20% of the
Medicare-approved amount for services
thereafter). Your out-of-pocket yearly costs for
medical care, medications, and insurance could
easily exceed thousands of dollars.

Medicare's impact on Social Security
Most people age 65 and older receive
Medicare. Part A is generally free, but Parts B
and D have monthly premiums. The Part B
premium generally is deducted from your Social
Security check, while Part D has several
payment alternatives. In 2013, the premium for
Part B was $104.90 per month. The cost for
Part D coverage varies, but usually averages
between $30 and $60 per month (unless
participants qualify for low-income assistance).
Part B premiums have increased each year and
are expected to continue to do so, while Part D
premiums vary by plan, benefits provided,
deductibles, and coinsurance amounts. And, if
you enroll late for either Part B or D, your cost
may be permanently increased.

In addition, Medicare Parts B and D are means
tested, meaning that if your income exceeds a
predetermined income cap, a surcharge is
added to the basic premium. For example, an
individual with a modified adjusted gross
income between $85,000 and $170,000 may
pay an additional 40% for Part B and an
additional $11.60 per month for Part D.

Note: Part C, Medicare Advantage plans, are
offered by private companies that contract with
Medicare to provide you with all your Part A
and Part B benefits, often including drug
coverage. While the premiums for these plans
are not subtracted from Social Security income,
they are increasing annually as well.

The bottom line
The combination of rising Medicare premiums
and out-of-pocket health-care costs can use up
more of your fixed income, such as Social
Security. As a result, you may need to spend
more of your retirement savings than you
expected for health-related costs, leaving you
unable to afford large, unanticipated expenses.
Depending on your circumstances, spending
more on health-care costs, including Medicare,
may leave you with less available for other
everyday expenditures and reduce your nest
egg, which can impact the quality of your
retirement.

Page 1 of 4



What's in Store for Health-Care Reform in 2014
While the Affordable Care Act (ACA) became
law in 2010, several of the more substantive
provisions of the law don't take effect until
2014. Here's a review of some of the key parts
of the ACA that are scheduled to begin in 2014.

Individual mandate
The ACA imposes a shared responsibility
mandate, which requires that most U.S. citizens
and legal residents of all ages (including
children and dependents) have minimum
essential health coverage or pay a penalty tax,
unless otherwise exempt. The monthly penalty
is equal to the greater of a declared dollar
amount ($95 in 2014) or a percentage of the
individual's gross income.

Note: The employer's mandate to provide
coverage for employees was also scheduled to
begin in 2014; however, the requirement will
not be enforced until January 2015.

State Exchanges
The ACA requires that each state establish
state-based American Health Benefit
Exchanges for individuals and Small Business
Health Options Program (SHOP) Exchanges for
small employers. The Department of Health
and Human Services will establish Exchanges
in states that do not create the Exchanges. The
general purpose of these Exchanges is to
provide a single resource in each state for
consumers and small businesses to compare
health plans, get answers to questions, and
enroll in a health plan that is both cost effective
and meets their health-care needs.

Exchanges may only offer qualified health plans
that cover essential benefits, limit out-of-pocket
costs, and provide coverage based on four
levels of cost sharing--bronze, silver, gold, and
platinum. Also, tax credits and cost-sharing
subsidies will be available to U.S. citizens and
legal immigrants who buy health insurance
through the health Exchanges.

Insurers must provide guaranteed issue
and renewability of coverage
All individual and group plans must issue
insurance to all applicants regardless of health
status, medical condition, or prior medical
expenses. Insurers must renew coverage for
applicants even if their health status has
changed. Grandfathered individual plans are
exempt from these requirements.
Grandfathered plans are those that were in
existence prior to the enactment of the ACA
(March 2010) and have not been significantly
altered in subsequent years.

In the past, insurers used pre-existing medical
condition provisions to deny coverage for care

related to the condition (pre-existing condition
policy exclusion), increased the premium to
cover the condition, or denied coverage
altogether. Beginning January 1, 2014, the ACA
prohibits insurers in group markets and
individual markets (with the exception of
grandfathered individual plans) from imposing
pre-existing condition exclusions.

In keeping with the guaranteed availability of
coverage, insurers may not charge individuals
and small employers higher premiums based
on health status or gender. Premiums may vary
only based on family size, geography, age, and
tobacco use.

Essential health benefits
All nongrandfathered small group and individual
health plans must offer a package of essential
health benefits from 10 benefit categories. The
categories include ambulatory patient services,
emergency services, hospitalization, laboratory
services, maternity and newborn care, mental
health and substance abuse treatment,
prescription drugs, rehabilitative services and
devices, preventive and wellness services, and
pediatric services, including dental and vision.

Other policy provisions
The ACA also imposes several requirements
and eliminates other provisions commonly
found in insurance policies:

• Group and individual policies (including
grandfathered plans) may not impose waiting
periods longer than 90 days before coverage
becomes effective.

• Annual deductible for small group (fewer than
50 full-time equivalent employees) health
plans (excluding grandfathered plans) must
not exceed $2,000 per insured and $4,000
per family. These amounts are indexed to
increase in subsequent years.

• The most you'll pay annually for out-of-pocket
expenses (deductibles, coinsurance, and
co-pays) for all individual and group health
plans (excluding grandfathered plans) cannot
exceed the maximum out-of-pocket limits for
health savings accounts ($6,350 for
individual/$12,700 for family in 2014).

• All group health plans and nongrandfathered
individual health plans can no longer impose
annual or lifetime dollar limits on essential
health benefits.

Increase in small business
tax credit

The maximum tax credit
available to qualifying small
employers (no more than 25
full-time equivalent employees)
that offer health insurance to
their employees increases to
50% of the qualifying
employer's premium costs
(35% for tax-exempt
employers) on January 1,
2014. This is an increase from
the maximum credit of 35%
(25% for tax-exempt
employers) that began in 2010.
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Bonds vs. Bond Funds: Which Is Better When Interest Rates Rise?
The Federal Reserve has said it expects to
begin raising its target rate sometime in 2014.
Since bond prices fall when interest rates rise, it
may be a good time to pay increased attention
to any fixed-income investments you have.
Here are some factors to consider when you
review your portfolio.

Maturity dates and duration
One way to address the threat of rising rates is
through maturity dates. Long-term bonds may
pay a higher coupon rate than short-term
bonds, but when rates rise, long-term bond
values typically suffer more. That's because
investors may be reluctant to tie up their money
for long periods if they expect a bond's interest
payments may suffer by comparison when
newer bonds that pay higher rates are issued.
The later a bond's maturity date, the greater the
risk that its yield eventually will be surpassed by
that of newer bonds.

A bond fund doesn't have a maturity date, and
your shares may be worth more or less than
you paid for them when you sell. However,
there is another way to gauge the sensitivity of
either a bond or a bond fund to interest rates:
its duration, which takes into account not only
maturity but also the value of future interest
payments. The longer the duration, the more
sensitive a security is to interest rate changes.

To estimate the impact of a rate change, simply
multiply a security's duration by the percentage
change in interest rates. For example, if interest
rates rise by 1%, a bond or bond fund with a
duration of 3 years could be expected to lose
roughly 3% in value, while one with a 7-year
duration might fall by 7%. (Though interest
rates currently have little room to fall, the same
principle would apply; a 1% decline in rates
should result in a 3% gain for a bond fund with
a 3-year duration.) Though this hypothetical
example doesn't represent the return of any
specific investment, you can apply the general
principle to your own holdings.

Diversification
Since rising rates affect most bonds,
diversification provides only limited protection
against rate increases. To balance yields with
the threat of rising rates, you can diversify
across various segments of the bond market
(for example, investment-grade corporate,
high-yield, Treasuries, foreign,
short/intermediate/long-term, and municipal
debt). Bonds don't respond uniformly to interest
rate changes. The differences, or spreads,
between the yields of various types can mean
that some categories are under- or over-valued
compared to others. Funds may offer greater

diversification within each segment at a lower
cost than individual bonds, providing greater
protection against the impact of a potential
default by a single issuer. However,
diversification alone doesn't ensure a profit or
prevent the possibility of loss, including loss of
principal.

Flexibility
Holding individual bonds allows you to sell a
specific bond on your own timetable or hold it
until it matures. That flexibility has two
advantages. First, if you hold to maturity, unless
a bond's issuer defaults, you know how much
you'll receive when the principal is repaid.
Rising interest rates may cause a bond's
market value to fluctuate in the meantime, but if
you hold it to maturity, that fluctuation may not
be an issue for you, especially if predictable
income is your highest priority.

Second, it can help you manage your tax
liability; if a specific bond has lost value, you
can sell it and declare the loss on your federal
income tax return. You may be able to instruct
your broker to sell specific shares of a bond
fund to harvest losses for tax purposes, but in
general it's more challenging to manage tax
liability as precisely with bond funds. For
example, capital gains or losses generated by a
fund manager's trading are passed through to
individual shareholders each year, which can
affect your tax liability. Also, a bond fund's
value can be affected by your fellow investors.
Since an open-end fund must redeem investors'
shares daily, strong selling can force a fund to
sell holdings to meet redemption demands,
which can have implications for other
shareholders.

Laddering individual bonds also can help
provide flexibility to adjust to rising rates.
Laddering involves buying a portfolio of bonds
with varying maturities; for example, a five-bond
portfolio might be structured so that one of the
five matures each year for the next five years.
As interest rates rise, each bond that matures
can be reinvested in a newer instrument that
offers a higher yield.

Liquidity
A mutual fund will redeem your shares at the
end of every business day. An individual bond
traded on the open market may not have the
same liquidity, and you could have difficulty
finding a buyer who's willing to pay the asking
price. However, individual bonds are priced and
traded throughout the day; only closed-end
funds and exchange-traded funds have that
flexibility, not open-end mutual funds.

Don't forget that some
savings or investment
vehicles, such as bank
savings accounts, may
benefit from rising interest
rates.

Before investing in a mutual
fund, carefully consider its
investment objectives, risks,
expenses, and fees, which
can be found in the
prospectus available from
the fund. Read the
prospectus carefully before
investing.
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IMPORTANT DISCLOSURES

Broadridge Investor Communication
Solutions, Inc. does not provide
investment, tax, or legal advice. 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.

What can I do to protect my username and password
information from computer hackers?
At one time, computer hackers
were viewed as a few rogue
individuals who mainly worked
alone. Today, many hackers

are part of highly sophisticated networks that
carry out well-organized cyber attacks.
Unfortunately, these online security breaches
can result in your username and password
information being compromised.

Whenever you enter your personal information
online, you'll want to make sure that you create
a strong password to protect that information.
Some tips for creating a strong password
include:

• Avoid creating simple passwords that have a
connection to your personal identity (e.g.,
date of birth, address) or that can be found in
the dictionary

• Create a password that uses a nonsense
word/random alphanumeric combination or
an arbitrary, easy to remember phrase with
mixed-up character types (e.g., upper/lower
case, punctuation)

• Don't use the same password for multiple
websites

• Use an online tool that allows you to test the
strength of a password

If you have trouble keeping track of all of your
password information or if you want an extra
level of password protection, you may want to
use some type of password management
software. There are a variety of password
managers on the market. Password managers
typically work by using high-level encryption
methods to store all of your online usernames
and passwords on one secure server, using a
single master password.

There are a few things you should consider
when choosing a password manager. First, if
you plan on needing your password information
for use on various devices (e.g., tablet,
smartphone), you will want to choose a
password manager that has mobility features.
In addition, some password managers offer
added benefits such as web form fillers, which
can come in handy if you do a lot of online
shopping. Other features to look for include
automatic log in and password generator
capability.

Graph: Interest Rates 1981-2012
This graph represents the federal funds effective interest rate (the average rate at which banks
lend to one another overnight), which has generally declined to historic lows over the 30-year
period represented. Investment returns, as well as interest rates on bank loans and other
fixed-income instruments, could potentially be affected when this rate rises.

Source: Board of Governors of the Federal Reserve System (www.federalreserve.gov), July 17,
2013
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