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Dear Clients and Friends:

Hope you all had a wonderful 4th of July!
We are midway through summer already

so if your 2017 returns still aren't in
process, make sure to make this a

Eﬁgfscca D‘\j/ae? priority to avoid the last minute crunch.
CPA CPA

In the meantime, let's worry less, prepare
more, and enjoy the remainder of the
IN THIS ISSUE... summer.

LATEST BREAKING NEWS

If you have additional questions about

Five Tax Breaks for New the information in this newsletter,
Parents contact us. We appreciate you
Become Debt-Free forwarding this newsletter to associates

and friends who would benefit from the
monthly news we provide and are looking
for tax preparation and planning
resources from a CPA firm.

Regards,
Rebecca Luers, CPA and Jan Dyer, CPA

Like Us
On Facebook

Follow Us On LinkedIn

Is It Worth It to Amend Your
Return?
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Five Tax Breaks for New Parents

Five Tax Breaks for New Parents

New parents have their work cut out for them. Not only are they dealing with lost
sleep, they also face the extra cost of raising a child. At least there are a lot of
potential tax breaks available to them. Check out this list and share it with any new

parents you know.

1. Child Tax Credit

7/9/18, 1:44 PM

Tax law changes this year not only double the size of the Child Tax Credit, they
make it available to more parents than ever before. The credit increases to
$2,000 from $1,000 (with $1,400 of it being refundable even if no tax is owed).
Meanwhile, the eligibility phaseout threshold increases sharply to $400,000
from $110,000 for married joint filers (and to $200,000 for single taxpayers).

. Child and Dependent Care Credit

If you pay a nanny, babysitter, daycare or a relative to take care of your child
while you and your spouse are at work, you can claim the Child and
Dependent Care Credit. It's up to $1,050 on $3,000 in expenses for one child
and twice that for two or more children. The key is that you and your spouse (if
you are married) must both be working, and you can't claim expenses for
overnight care.

. Below the kiddie tax threshold

If you have property that produces income, such as bonds, stocks, mutual
funds, interest or realized capital gains, you can lower your tax by transferring
a certain amount of that income to your children. Why? Your child has a lower
tax rate than you do on unearned income. This works up to a certain dollar limit
before "kiddie tax" rules come into play.
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4. Adoption Credit
About 135,000 children are adopted in the U.S. each year. If you are
welcoming an adopted child into your family, the Adoption Credit can be
claimed on up to $13,840 in expenses, such as fees, legal counsel and court
costs.

5. Educational benefits of a 529 plan
There are many provisions in the tax code to help cover the high cost of
education. Consider establishing 529 college savings programs for your new
addition. While contributions are made with after-tax dollars, any investment
gains are tax-free as long as they're used to pay qualified education expenses.
The tax reform passed last year now also allows you to use these funds to pay
private elementary and secondary school tuition as well as college.

Contact us for more information.

Become Debt-Free

The average household carries $137,063 in debt, while the median household income is
less than $60,000, according to data from the Federal Reserve and U.S. Labor
Department. While it's easy to get into debt, it can be hard to get out. Here are five tips
personal finance experts recommend to lower your debt burden.

1. List and prioritize
Create a list all of your debts by amount owed and the interest rate you are paying.
Then prioritize your repayment based on one of two strategies:
o The Avalanche. Focus on paying the debt with the highest interest rate first,
to minimize the total interest you'll pay.
o The Snowball. Focus on paying the debt with the smallest balance first. While
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this may seem counterintuitive, it's recommended for those who have difficulty
sticking to a repayment plan. The smallest balance gets paid off sooner and
then its debt repayments can be devoted to the next debt. This gives you a
powerful psychological boost and sense of achievement.

2. Pay more

Pay more than the minimum amount due. Your lender receives more interest income
from you if you pay the minimum, but that's not what you want. Think of ways you
can increase your income to make the extra payments, such as:

o Taking a second job or freelancing.

o Asking for a raise at work.

o Devoting extra cash to debt repayment, such as your refund check.

. Spend less

Review your monthly expenses to find things that you can eliminate to increase your
debt repayment. You can reward yourself by renewing these luxuries, but only after
you've paid off what you owe. You could cut spending on things like:

Cable TV

Gym fees

Restaurants

Entertainment

O O O O

. Downsize and declutter
Not only does it help to spend less, it may also be worth getting rid of what you
already have. Consider selling possessions you no longer need, or finding a place to
live with lower rent or smaller mortgage payments. Be ready to make some
sacrifices in exchange for financial freedom. Things that you may be able to part
with include:

o Sporting equipment

o Extra or recreational vehicles

o Electronics, games

o Collectibles

. Negotiate

It's worth calling your lenders to see if there's a way to lower your interest rate. They
will often do this if you've been a longtime customer with a history of timely
payments. In some cases, you can even get them to forgive part of your debt. Also
consider using zero-percent balance transfer options with different credit card
providers. While these may come with fees, 12 months of no interest can be worth
it.
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Remember, reducing your debt burden can seem overwhelming, but small steps can yield

big results.

Contact us for more information.
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Is It Worth It to Amend Your
Return?

Whether it makes sense to amend your return depends on which of these situations
you're in:

If you owe the IRS
If you discover an omission on your tax return that results in you owing additional tax,
you need to correct it with an amendment and provide the tax due.

Don't delay if this is your situation. If the IRS discovers the omission before you do, they
may add interest and penalties to your bill.

If you are due a refund
If you find a mistake that should result in getting a larger refund check, you can claim it
by filing an amended return. But there are several reasons it may not be worth it.

e |t may open a can of worms.In many cases, amending your federal return means
also amending your state returns. Multiply the hassle if the error spans across two
or more years.

e |t puts a spotlight on you.While your original return may have passed through the
IRS's automated system without a hitch, now that it's amended you can virtually
guarantee it will get a closer look. If you have anything else in your return that can
trigger an audit, like business deductions, charitable donations, or other credits,
this can be a concern.

e It may take a long time to get a refund.The IRS tries to process your original
return within three weeks. No such luck for an amended return. It can take several
months to get an amended return processed and see that extra refund, even as
long as 1%2 years in rare cases.

e |t stretches out the audit window.The IRS generally has a three-year window to
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audit returns and request changes. When you file an amendment, you extend the

audit time frame.

e |t may be too late.Depending on when you notice an error and how far it goes
back, it may be too late. The deadline to file an amendment is generally the later
of three years after the original return was filed, or two years after the tax for that

year was paid.

Ultimately you have to weigh the extra money you could get from amending against the
potential problems it could cause. If it's worth it, get an amendment filed.

Contact us to get help with an amendment or if you have other tax questions.

@ Luers+Dyer

CERTIFIED PUBLIC ACCOUNTANTS

Luers & Dyer, CPAs, LLP, P.O. Box 1934, Julian, CA 92036
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