Focus on Financial Freedom
Maintaining Your Financial Health
Due Date Approaches for 2016 Federal Income Tax Returns
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estimate the amount of tax you will owe and
pay this amount by the April filing due date. If
you don't pay the amount you've estimated, you
may owe interest and penalties. In fact, if the
IRS believes that your estimate was not
reasonable, it may void your extension.

Charlene K. Dolan, CFP® AIF®
Danielle S. Holmes, CRPC® AIF®
108 Main St., Amesbury, MA
978-388-3468
978-465-3468
plan@dolanfinancialservices.com
DolanFinancialServices.com

Tax filing season is here again. If you haven't
done so already, you'll want to start pulling
things together — that includes getting your
hands on a copy of last year's tax return and
gathering W-2s, 1099s, and deduction records.
You'll need these records whether you're
preparing your own return or paying someone
else to do your taxes for you.
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Note: Special rules apply if you're living outside
the country or serving in the military and on
duty outside the United States. In these
circumstances you are generally allowed an
automatic two-month extension without filing
Form 4868, though interest will be owed on any
taxes due that are paid after April 18. If you
served in a combat zone or qualified hazardous
duty area, you may be eligible for a longer
extension of time to file.

What if you owe?

One of the biggest mistakes you can make is
not filing your return because you owe money.
If your return shows a balance due, file and pay
the amount due in full by the due date if
Don't procrastinate
possible. If there's no way that you can pay
The filing deadline for most individuals is
what you owe, file the return and pay as much
Tuesday, April 18, 2017. That's because April
as you can afford. You'll owe interest and
15 falls on a Saturday, and Emancipation Day, possibly penalties on the unpaid tax, but you'll
a legal holiday in Washington, D.C., is
limit the penalties assessed by filing your return
celebrated on Monday, April 17. Unlike last
on time, and you may be able to work with the
year, there's no extra time for residents of
IRS to pay the remaining balance (options can
Massachusetts or Maine to file because
include paying the unpaid balance in
Patriots' Day (a holiday in those two states) falls installments).
on April 17 — the same day that Emancipation
Expecting a refund?
Day is being celebrated.
The IRS is stepping up efforts to combat
Filing for an extension
identity theft and tax refund fraud. New, more
If you don't think you're going to be able to file
aggressive filters that are intended to curtail
your federal income tax return by the due date, fraudulent refunds may inadvertently delay
you can file for and obtain an extension using
some legitimate refund requests. In fact,
IRS Form 4868, Application for Automatic
beginning this year, a new law requires the IRS
Extension of Time to File U.S. Individual
to hold refunds on all tax returns claiming the
Income Tax Return. Filing this extension gives earned income tax credit or the refundable
you an additional six months (to October 16,
portion of the Child Tax Credit until at least
2017) to file your federal income tax return. You February 15.1
can also file for an extension electronically —
Most filers, though, can expect a refund check
instructions on how to do so can be found in the
to be issued within 21 days of the IRS receiving
Form 4868 instructions.
a return.
Filing for an automatic extension does not
1 IRS.gov (IR-2016-117, IRS Urges Taxpayers to
provide any additional time to pay your tax!
Check Their Withholding; New Factors Increase
When you file for an extension, you have to
Importance of Mid-Year Check Up, August 31, 2016)
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Table: Federal Student Loans for College
Many families rely on federal student loans to help pay for college. This table describes features
of the most common federal loans.

Over the past 10 years, the
amount of borrowing
increased 78% under the
unsubsidized Stafford Loan
program, 26% under the
Parent PLUS Loan program,
and a whopping 262% under
the Grad PLUS Loan
program.
Source: College Board,
Trends in Student Aid 2016,
Table 1

Direct
Unsubsidized
Stafford Loan

Direct
Subsidized
Stafford Loan

Perkins Loan

Direct PLUS
Loan
(Parent/Grad)

Description

A federal student
loan available to
students
regardless of
financial need

A federal student
loan available
only to students
with
demonstrated
financial need

A federal student
loan available
only to students
with the greatest
financial need

A federal loan
available to
parents and
graduate students
with good credit
histories
regardless of
financial need

Eligibility

Undergraduate
and graduate
students enrolled
at least half-time

Undergraduate
students enrolled
at least half-time

Undergraduate
and graduate
students (can be
enrolled less than
half-time)

Parents of
undergraduate
students enrolled
at least half-time,
and graduate and
professional
students

Funds dispersed Federal
by
government

Federal
government

College

Federal
government

Borrower

Student

Student

Student

Parent or
graduate/
professional
student

Based on
financial need?

No

Yes

Yes

No

Interest rate for
loans disbursed
in academic year
2016/2017

3.76% fixed for
3.76% fixed
undergraduates;
5.31% fixed for
graduate students

5% fixed

6.31% fixed

Interest
subsidized?

No

Yes1

Yes1

No

Grace period

6 months

6 months

Generally 9
months

6 months

Loan limits for
academic year
2016/2017

Dependent undergraduates: 1st year
$5,500 ($3,500 subsidized), 2nd year
$6,500 ($4,500 subsidized), 3rd to
5th year $7,500/year ($5,500
subsidized), $31,000 maximum
Independent undergraduates and
dependent undergraduates whose
parents don't qualify for a PLUS
Loan: 1st year $9,500 ($3,500
subsidized), 2nd year $10,500
($4,500 subsidized), 3rd to 5th year
$12,500/year ($5,500/year
subsidized), $57,500 maximum
Graduate students: $20,500 per year,
$138,500 maximum including
undergraduate loans

Undergraduates:
$5,500/year
$27,500 limit
Graduate
students:
$8,000/year
$60,000 limit
(including
undergraduate
loans)

Total cost of
education, minus
any other
financial aid
received

1

The federal government pays the interest on the loan while the student is in school at least half-time, in a
grace period, or in a deferment period.
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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.

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.

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.

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.

Even in the unfortunate circumstance that
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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.
Commonwealth does not provide
legal or tax advice. Please consult
with a legal or tax professional
regarding your individual situation.

What happens to my property if I die without a will?
If you die without a will, your
property will generally pass
according to state law (under
the rules for intestate
succession). When this
happens, the state essentially makes a will for
you. State laws specify how your property will
pass, typically in certain proportions to various
persons related to you. The specifics, however,
vary from state to state.
Most state laws favor spouses and children
first. For example, a typical state law might
specify that your property pass one-half or
one-third to your surviving spouse, with the
remainder passing equally to all your children. If
you don't have children, in many states your
spouse might inherit all of your property; in
other states, your spouse might have to share
the property with your brothers and sisters or
parents.
But not all property is transferred by will or
intestate succession. Regardless of whether
you have a will, some property passes
automatically to a joint owner or to a designated
beneficiary. For example, you can transfer
property such as IRAs, retirement plan benefits,

and life insurance by naming a beneficiary.
Property that you own jointly with right of
survivorship will pass automatically to the
surviving owners at your death. Property held in
trust will pass to your beneficiaries according to
the terms you set out in the trust.
Only property that is not transferred by
beneficiary designation, joint ownership, will, or
trust passes according to intestate succession.
You should generally use beneficiary
designations, joint ownership, wills, and trusts
to control the disposition of your property so
that you, rather than the state, determine who
receives the benefit of your property.
Even if it seems that all your property will be
transferred by beneficiary designation, joint
ownership, or trust, you should still generally
have a will. You can designate in the will who
will receive any property that slips through the
cracks.
And, of course, you can do other things in a will
as well, such as name the executor of your
estate to carry out your wishes as specified in
the will, or name a guardian for your minor
children.

What are some tips for creating a home inventory?
Imagine having to remember
and describe every item in
your home, especially after
you've been the victim of a
fire, theft, or natural disaster.
Rather than relying on your memory, you may
want to prepare a home inventory — a detailed
record of all your personal property. This record
can help substantiate an insurance claim,
support a police report when items are stolen,
or prove a loss to the IRS. Here are some tips
to get started.

example, include purchase dates, estimated
values, and serial and model numbers. If
possible, locate receipts to support the cost of
big-ticket items and attach copies of appraisals
for valuables such as antiques, collectibles, and
jewelry.

Keep it safe. In addition to keeping a copy of
your inventory in your home where you can
easily access it, store a copy elsewhere to
protect it in the event that your home is
damaged by a flood, fire, or other disaster. This
might mean putting it in a safe deposit box,
Tour your property. A simple way to complete giving it to a trusted friend or family member for
your inventory is to make a visual record of
safekeeping, or storing it on an external storage
your belongings. Take a video of the contents
device that you can take with you or on a
of each room in your home and spaces where
cloud-based service that provides easy and
you have items stored, such as a basement,
secure access.
cellar, garage, or shed. Be sure to open
Update it periodically. When you obtain a
cabinets, closets, and drawers, and pay special valuable or important item, add it to your
attention to valuable and hard-to-replace items. inventory as soon as possible. Review your
You can also use the tried-and-true low-tech
home inventory at least once a year for
method of writing everything down in a
accuracy. You can also share it annually with
notebook, or use a combination approach.
your insurance agent or representative to help
Mobile inventory apps and software programs
determine whether your policy coverages and
are available to guide you through the process. limits are still adequate.
Be thorough. Your home inventory should
provide as many details as possible. For
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