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MAJOR TAX
DEADLINES
October 16 - Filing
deadline for 2016 tax
returns for individuals
or corporations if you
requested/received a
six-month extension.
Pay taxes due by this
date.
October 16 - Deadline
to recharacterize a
Roth IRA to a
Traditional IRA.
October 16 - Deadline
to fund your Keogh or
SEP plans if you
requested a filing
extension.

HOW TO FIX
YOUR
OVERFUNDED
ACCOUNT

Greetings!
Fall is officially here and the holidays are coming. For individuals who have tax
returns on automatic extension from the April 15th deadline, October 16th is
the filing deadline. For more information regarding tax deadlines, please
contact our office.
Ready for a year-end tax projection? Have a 401(k) to roll over? We are your
advisors and are here to help, so contact us today.
We are looking for more good clients, and since we are expanding, we would
appreciate your referrals!
Forward this email to friends and family; it entitles them to a complimentary
consultation.
The partners and staff of Couto DeFranco, P.A.
IF YOU LIKE US...."Like us" on Facebook! We will be posting up-to-date
information and deadlines.
_____________________________________________________

5 TAX-LOSS HARVESTING TIPS
Though the markets have been up strongly this year, your investment
portfolio may have a few lemons in it. By using the tax strategy of tax-loss
harvesting, you may be able to turn those lemons into lemonade. Here
are some tips:
Tip #1: Separate short-term and long-term assets. Your assets can be
divided into short-term and long-term buckets. Short-term assets are
those you've held for a year or less, and their gains are taxed as ordinary
income. Long-term assets are those held for more than a year, and their
gains are taxed at the lower capital gains tax rate. A goal in tax-loss
harvesting is to use losses to reduce short-term gains.

How to fix your
overfunded account
Is socking away large
sums in a tax-deferred
retirement account
ever a bad idea? It is
when you exceed the
annual IRS limits. And
intentional or not, the
penalties can be
painful. Here's how
overfunding occurs and
what steps to take to
fix the problem.
When do overfunding
situations occur?
Overfunding retirement
accounts happens more
than you may realize. It
can be the result of a
job change that causes
you to participate in
the two different
employer retirement
plans. Sometimes
people forget they
made IRA contributions
early in the year and
do it again later.
Others forget that the
IRA limit is the total of
all accounts, not per
account. The rules are
complicated.
Traditional IRAs can't
be contributed to after
age 70½, while Roth
IRA contributions are
subject to income
limits. Plus all
contributions are
predicated on having
earned income.

"Example: By selling stock in Alpha Inc., Sly Stocksale made a $10,000
profit. Sly only owned Alpha Inc. for six months, so his gain will be taxed
at his ordinary income tax rate of 35 percent (versus 15 percent had he
owned the stock more than a year). Sly looks into his portfolio and
decides to sell another stock for a $10,000 loss, which he can apply
against his Alpha Inc. short-term gain."
Tip #2: Follow netting rules. Before you can use tax-loss harvesting, you
have to follow IRS netting rules for your portfolio. Short-term losses must
first offset short-term gains, while long-term losses offset long-term
gains. Only after you net out each category can you use excess losses to
offset other gains or ordinary income.
Tip #3: Offset $3,000 in ordinary income. In addition to reducing capital
gains tax, excess losses can also be used to offset $3,000 of ordinary
income. If you still have excess losses after reducing both capital gains
and $3,000 of ordinary income, you carry them forward to use in future tax
years.
Tip #4: Beware of wash sales. The IRS prohibits use of tax-loss harvesting if
you buy a "substantially similar" asset within 30 days before or after
selling it at a loss. So plan your sales and purchases to avoid this
problem.
Tip #5: Consider administrative costs. Tax-loss harvesting comes with
costs in both transaction fees and time spent. One idea to reduce the
hassle is to make tax-loss harvesting part your annual tax planning
strategy.
Remember, you can turn an investment loss into a tax advantage, but only
if you know the rules.
_______________________________________________________________________

RENEW YOUR ITIN NOW
If you have an Individual Taxpayer Identification Number (ITIN) rather than
a Social Security number (SSN) you may need to take action or you'll be
unable to file a tax return for 2017. Here is what you need to know.
What to know about ITINs
ITINs are identification numbers issued by the U.S. government for
individuals who do not qualify to receive an SSN. An ITIN can be used to
file tax returns and is also a form of identification often required by
banks, insurance companies and other institutions. Unfortunately, ITINs
are also a source of identity fraud. To combat this, the 2015 PATH Act
made substantial changes to the program. Now a number of ITINs will
expire if not renewed by December 31, 2017.

IRAs
The annual Roth and
Traditional IRA
contribution limit is
$5,500 ($6,500 if age
50 or older). If you
surpass this amount,
you pay a 6 percent
penalty on the
overpayment every
year until it's
corrected, plus a
potential 10 percent
penalty on the
investment income
attributed to the
overfunded amount.
"The fix:" If the
overfunding is
discovered before the
filing deadline (plus
extensions), you can
withdraw the excess
and any income earned
on the contribution to
avoid the 6 percent
penalty. You will
potentially owe 10
percent on the
earnings of the excess
contributions if you're
under age 59½. You
can apply the
withdrawn contribution
to the next year. If
your issue is due to age
(70½ or older for a
Traditional IRA) or
income limit (for a Roth
IRA), consider
recharacterizing your
contribution from one
IRA type to another.

No ITIN, no problem. If you do not have an ITIN, but have an SSN, this
expiration does not affect you.
No tax return in past three years. ITINs that have not been used to file a
tax return at least once in the past three years will automatically expire
on December 31, 2017.
Middle digits of 70, 71, 72 and 80 also expire. The new law creates a rolling
expiration date for all issued ITINs. The key number to look for is in this
position: 9xx-XX-xxxx. If your ITIN has any of those numbers, you'll need to
renew it. Last year the middle digits of 78 and 79 expired.
Renew your ITIN
Don't wait until the last minute and then discover your tax return has been
rejected and your refund is delayed because of an expired ITIN. To renew,
fill out Form W-7 with the required support documents. To learn more,
visit the ITIN information page on the IRS website.

__________________________________________________________

BUSINESS TAX: TIME TO CONSIDER SECTION 179?
Section 179 expensing can be a very powerful tax-planning tool for smalland medium-sized businesses acquiring capital assets. While it doesn't
change the amount of depreciation you can take over the life of a capital
purchase, it can change the timing by allowing you to deduct your
purchase in the first year you place it in service.
How does Section 179 work?
Generally, when you purchase a piece of equipment for your business say a $10,000 computer system - you can't deduct the entire cost in the
year it was purchased. It must take the expense by depreciating the cost
over several years.
Section 179 allows you to deduct the cost of the $10,000 computer in the
year it was purchased and placed in service. You can deduct the expense
of up to $510,000 of qualified property. The $510,000 deduction begins
phasing out dollar for dollar if $2.03 million or more of qualified property
is purchased during the year (meaning it phases out completely after
you've purchased $2.54 million in business capital assets).
What is qualified property?
Qualified property includes things like tangible personal property,
computer software and qualified real property (e.g., interior building
costs for nonresidential buildings).
Section 179 doesn't apply to property acquired for use in a rental property
if it's not your trade or business but simply an investment. Some vehicles
qualify for Section 179 expensing, within limits. (The limits were brought

about when some business owners bought expensive Hummers and
expensed the cost in a single year.)

401(k)s
The rules for correcting
an overfunded 401(k)
are a little more rigid.
You have until April 15
to return the funds,
period. The nature of
the penalty is also
different. The excess
amount is taxable in
the year of the
overfunding, plus
taxable again when
withdrawn. So, you pay
tax twice on the same
amount. And in certain
cases, overfunding a
401(k) could cause it
to lose its qualified
status.
No matter the cause, if
you are in doubt about
how to handle excess
contributions, give us a
call.

QUICK LINKS
Services
Resources
Financial Planning

If you are considering your options for depreciating your business assets
under Section 179, here are important details to remember:
* Section 179 allows deducting the expense of up to $510,000 of qualified
business purchases.
* A Section 179 deduction cannot create a loss for the business.
* A Section 179 deduction must be for business use. If an asset is not
entirely used for business, the allowance is reduced.
* If you sell a Section 179 asset prior to the full depreciation period, you
will have to record any sales proceeds as taxable income.
* Many states limit the use of this federal shifting of depreciation.
Taking Section 179 for capital purchases can be useful, but it's not for
everyone. Using Section 179 for an immediate tax break means it'll no
longer be available for future years. Consider this as you manage your
business's tax obligation.

__________________________________________________

THE DOS AND DON'TS OF BUSINESS EXPENSING
Knowing whether you can or can't expense a purchase
for business purposes can be complicated. That's why
there are a few hard and fast rules to help you make
the best decisions.
According to the IRS, business expenses must be
ordinary and necessary to be deductible. That means
they are common and accepted in your business, as
well as helpful and appropriate. You'll need to maintain records (such as
journals and ledgers) and supporting documents (e.g., receipts, invoices)
to substantiate your deductions. Certain expenses are subject to extra
requirements, as described below.
Travel expenses pertain to business trips and can include transportation
to and from: your destination, airports, your hotel and business meeting
places. They also generally include lodging, meals, tips and other related
incidentals.
DO:
Maintain trip logs describing your business expenses and the purpose of
each. If your trip is mostly for business but includes personal
components, separate them in your log. These nondeductible personal
items could include extending your stay for a vacation or taking personal
side trips.

Nelson Couto CPA, CFP™
Anthony DeFranco CPA, CFP™

Deduct travel-related meal costs, but only up to the 50 percent are
allowed by the IRS.
DON'T:
Rely on estimates to determine the business vs. personal components of
your expenses.
Deduct any of your travel expenses if your trip is primarily for personal
purposes.

CERTIFIED FINANCIAL PLANNERS™

Nelson J. Couto, CPA, CFP™
Anthony DeFranco, CPA, CFP™

Nelson J. Couto, Partner

Anthony DeFranco, Partner

Deduct any of your meal costs if they could be considered unreasonably
"lavish or extravagant."
Entertainment expenses need to be either directly related to or
associated with the conduct of your business. That means that business is
the main purpose of the activities and it's highly likely you'll get income or
future business benefits. Expenses from entertainment that isn't
considered directly related might still be deductible if they are
associated with your business and happen right before or after an
important business discussion.
DO:
Keep records of entertainment expenses, including clear descriptions of
the nature, dates and times of the pertinent business activities or
discussions.
Deduct only up to 50 percent of entertainment expenses, as allowed by
the IRS.
DON'T:
Claim the costs of pleasure boat outings or entertainment facilities (e.g.,
hunting lodges).

Couto DeFranco
Facebook
For Interesting Tax
Facts and Small
Business Updates,
be sure to "Like Us"
on Facebook!

Business use of your personal car is calculated according to your actual
business-related expenses, or by multiplying your business mileage by the
prescribed IRS rate (53.5 cents per mile in 2017). This is called the
standard mileage rate.
DO:
Log odometer readings for each business trip and record your business
purpose.
Claim actual basis deductions by applying the ratio of your business-tototal mileage.
DON'T:
Claim mileage or expenses pertaining to commuting to and from work.
We hope you found this information helpful. Call today to schedule your
appointment to start getting into financial shape!
973.325.3370
Sincerely,

The Partners and Staff
Couto DeFranco, P.A.
Happy Holidays

COUTO & DeFRANCO have been
chosen as
FIVE STAR Wealth Managers
for the fourth consecutive year!

Nelson Couto and Anthony DeFranco honored with a
recognition by NJ Monthly Magazine in its selection of
"Top Wealth Managers In NJ 2017"
Nelson Couto, CPA, CFP®and Anthony DeFranco, CPA, CFP®, MS (Taxation) of
Couto DeFranco, P.A. have been named as 2017 Five Star Wealth Managers and
featured in New Jersey Monthly magazine January 2017. Out of the 3868 wealth
managers in New Jersey who were seriously considered for the award, 664 were
named, which represents less than 18% of the wealth managers considered. This
istheir fourth time winning this prestigious award!
"We are delighted to be acknowledged as a Five Star Wealth Manager by New Jersey
Monthly, and proud that the work we have done for our clients has been recognized,"
says Anthony DeFranco.
Couto and DeFranco are recognized as leaders in the field of wealth management.
They combine their knowledge of financial planning with over 25 years as CPAs,
helping their clients with their wealth management and tax planning needs, along with
assisting them with their financial goals and aspirations.
They believe the best way to help clients reach their financial goals is simple: to listen.
"It is important to listen to where they are today and where they want to be tomorrow,"
says Nelson Couto. The partners feel that clients are paying them for their knowledgeboth as NJ Certified Public Accountants and as Certified Financial Planner™
professionals-so it is their responsibility to develop a financial plan that is sound,
objective and honest. This model has been their secret to success.

Starting a business? Tax Questions? Need Financial Planning?

Print out this certificate for a complimentary one-hour consultation.
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