Online Advisor
- DECEMBER 2017 Greetings!
At the close of another year, we would like to take this
opportunity to thank you for your business and wish you and
your family a very happy, healthy holiday and a prosperous New
Year!

* HAPPY HOLIDAYS *
__________

Please click the link below to get a copy of our On-Line Tax
Planning Guide for strategies to reduce your taxes.

MAJOR UPCOMING
TAX DEADLINES
December 31- Deadline
to complete 2017 taxfree gifts of up to
$14,000 per recipient.
December 31 - Deadline
for paying expenses you
want to be able to
deduct on your 2017
income tax return.

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.

GET A BETTER
BANKING DEAL

IF YOU LIKE US...."Like us" on Facebook! We will be posting
up-to-date information and deadlines.
_____________________________________________________

BUSINESS YEAR-END TAX MOVES "GIVE YOUR

BUSINESS SOME HOLIDAY CHEER"
Even though the end of 2017 is near, it is
not too late to get your business into the
best possible tax position for the new
year.

Here are some year-end tax moves
to consider:

As bank customers, we're used to
getting almost no interest on our
balances. The U.S. Federal
Reserve dropped interest rates to
an historic low of 0.25 percent
during the 2008 financial crisis,
and kept them there for seven
years. The central bank is only
now beginning to accelerate the
pace of rate hikes. It's targeting a
1.4 percent federal funds rate by
the end of 2017, and 2.1 percent
by the end of next year.
Along with these higher rates
comes the possibility of getting
better returns on the money
parked in your traditional bank
account. Here are a few options to
consider:
1. Online savings accounts
Online savings accounts often offer
higher returns on your money,
lower fees, or both. Several online
savings banks are offering 1.5
percent returns on balances as of
the fourth quarter of 2017. That
compares with the national
average return of all savings
accounts of just 0.09 percent,
according to the independent
consumer banking information site
Bankrate.com. Online savings
accounts do have a downside: less
service. There is no branch to go
to, so any problems or complaints
will have to be dealt with
remotely. Many online accounts
don't provide ATM cards for

Consider vehicle purchases
. There are several tax deductions
available if you own a vehicle for business
use. General expenses can be taxdeductible, including fuel, oil changes,
general repairs and even new tires.
Depreciation, insurance and interest on a
business car loan are also tax-deductible
expenses. While there are special limits to the amount that can be
depreciated for most vehicles each year, the benefits can often outweigh
the costs.
Update the office. A fresh coat of paint and new office furnishings not
only make your place of business more comfortable, they also provide
another tax deduction. How you handle deducting these expenses will
vary depending upon whether you own or lease your office space, so
reach out for assistance if you have questions.
Reward your staff. If you have sufficient cash flow, giving your staff a
year-end bonus is a great way to let them know you appreciate them.
It's also tax-deductible.
Treat a client. If there are clients you haven't contacted in a while, it's
a good time of the year to take them out for a nice (not lavish)
breakfast or dinner and deduct 50 percent of the meal. Who knows, you
may be able to generate some new business while you collect a tax
benefit.
Update your skills. Attend a workshop or conference to improve your
professional skills. While there are some limitations, many travel,
lodging and out-of-pocket expenses related to professional training are
tax-deductible.
Plan for the future.If you don't already have some type of retirement
plan for yourself and your employees in place, now may be a good time
to set one up. There are tax credits and other incentives available to
employers who start a retirement plan. Employer contributions to the
plan are usually tax-deductible. There are a variety of plans available
depending upon the kind of business you do, each with their own rules
and regulations.
Be nimble. Recent discussions in Congress could mean a dramatic
change in taxes on business profits beginning in 2018. Stay abreast of
these developments in case you need to make last-minute moves to

convenient cash withdrawals. And
online accounts may arguably be
more vulnerable to cyber attacks
and scams.
"Is it for you? If you can be diligent
about your online security and
don't mind some of the physical
limitations, online savings
accounts are among the best
places to get a good return."
2. Money market accounts
Money market accounts are
invested in low-risk securities and
typically offer higher rates of
return than traditional savings
accounts. Some offered as much
as 1.4 percent during the fourth
quarter, according to
Bankrate.com. They also have
some features of checking
accounts, including the ability to
write a limited number of checks
per month, and ATM
withdrawals. Money markets do
have some drawbacks: most
require you to maintain a
minimum balance of a few
thousand dollars or more. Money
market rates fluctuate, and can
even turn negative in times of
severe financial stress, as
happened during the 2008
financial crisis.
"Is it for you? Money markets are a
good option if you want higher
rates of return along with the
utility of a checking account."
3. Certificates of deposit
If you want the highest return
possible on cash savings, a
certificate of deposit (CD) with
your brick-and-mortar bank may
be the way to go. But CDs require
you to commit the money to the
bank for a set period of time,
and you pay a penalty if you
withdraw money early. The best
returns on one-year CDs were 1.75
percent during the fourth quarter,
according to Bankrate.com.

shift profits from one year to the next to reduce your tax rate.
There are a lot of nuances in the tax code affecting each of these endof-year moves. Don't hesitate to get in touch if you need advice.
__________________________________________________________

5 TAX TIPS FOR JOB CHANGERS
There are a lot of new things to get used to
when you change jobs, from new
responsibilities to adjusting to a new
company culture. You may not have
considered the tax issues created when you
change jobs. Here are tips to reduce any
potential tax problems related to making a job change this coming
year.
1. Don't forget about in-between pay
It is easy to forget to account for pay received while you're between
jobs. This includes severance and accrued vacation or sick pay from your
former employer. It also includes unemployment benefits. All are
taxable but may not have had taxes withheld, causing a surprise at
tax time.
2. Adjust your withholdings
A new job requires you to fill out a new Form W-4, which directs your
employer how much to withhold from each paycheck. It may not be best
to go with the default withholding schedule, which assumes you have
been making the salary of your new job all year. You may need to
make special adjustments to avoid having too much or too little taken
from your paycheck. This is especially true if there is a significant salary
change or you have a period of low-or-no income. Luckily, you can use
the withholding calculator the IRS provides on its website. Keep in
mind you'll have to fill out a new W-4 in the next year to rebalance
your withholding for a full year of your new salary.
3. Roll over your 401(k)
While you can leave your 401(k) in your old employer's plan, you may
wish roll it over into your new employer's 401(k) or into an IRA. The best
way is to get your retirement funds transferred directly between
investment companies. If you take a direct check, you'll have to deposit
it into the new account within 60 days, or you may be assessed a 10
percent penalty and pay income tax on the withdrawal.
4. Deduct job-hunting expenses
Tally up your job-seeking expenses. If they and other miscellaneous
deductible expenses total more than 2 percent of your adjusted gross
income for the year, you can deduct them on an itemized return. This
includes things like costs for job-search tools, placement agencies and
recruiters, and printing, mailing and travel costs. A couple caveats: you
can only use these deductions if your expenses were to search for a job
in the same industry as your previous job, and you were not reimbursed
for them by your new employer.

"Is it for you? Consider CDs if
you're certain you won't need the
money for a year or more. Though
CDs are available for terms of five
years or longer, you should
consider that higher returns may
become available if the Fed
continues to raise rates."

5. Deduct moving and home sale expenses
If you moved to take a new job that is at least 50 miles farther from
your previous home than your old job was, you can also deduct your
moving expenses. There's another benefit for movers, too. Typically, you
can only use the $250,000 capital-gain exclusion for home sales if you
lived in your primary residence for two of the last five years before you
sold it. But there is an exception to the rule if you sold your home to
take a new job.

Don't forget these 3 steps

Finding a new job can be an exciting experience, and one that can
create tax consequences if not handled correctly. Feel free to call for a
discussion of your situation.

Remember to do the following
before you migrate funds to any
new bank:
* Check out the bank. Not all
banks are created equal. Check to
ensure there are few consumer
complaints and that the bank is
in good financial condition.
* Check that balances are
insured. Federal Deposit
Insurance Corporation (FDIC)
insurance is standard in the U.S.,
but double-check it.
* Expect interest taxes. All the
above accounts provide interest
subject to ordinary income taxes.

___________________________

SOCIAL SECURITY
ALSO GETS A BOOST
IN 2018

GET READY TO SAVE MORE IN 2018
You can save more for retirement next year
using tax-advantaged accounts, thanks to a
boost in the maximum 401(k) contribution
rate by the IRS. The maximum rate increases
by $500 to $18,500, which is the first increase
in three years. Those aged 50 or older can still
contribute an additional $6,000 on top of that amount.
This is good news, because a 401(k) is one of most potent tools in your
retirement arsenal. It offers many benefits over other forms of saving,
including:
Tax-deferred growth
Pretax income of $18,500 invested over 30 years with 6 percent annual
cumulative interest will grow to $111,901.92. That's compared with
$67,588.76 of the same amount of income invested after being taxed
at the highest rate. While you'll owe tax on 401(k) withdrawals after
retirement, you may be able to manage your 401(k) withdrawals to fall
into a lower income bracket.
Roth option. You may opt to make your contributions to a 401(k) as a
Roth investment, meaning you invest post-tax income, but you can
withdraw from your Roth tax-free during retirement. A mix of
traditional and Roth accounts will give you flexibility to manage your
income tax rate during retirement.
Company match. Many companies offer to match the first few
percentage points of their employees contributions to a 401(k). Even if
you can't max out your contribution, you should try to invest up to your
company's match limit. Otherwise, you're just leaving money on the
table.

The federal retirement

While 401(k)s have great utility, they come with a few downsides. Any
withdrawals made before age 59 1/2 are assessed a 10 percent penalty
fee, in addition to being taxed as regular income during the year they
are withdrawn. Any investments in 401(k)s are also limited to a few
choices set by your employer's retirement plan, so a limited number of

safety net system, Social
Security, also gets a boost
during 2018. The average
estimated monthly benefit
paid to retirees in 2018 will
be $1,404 in 2018, up from
$1,377 in 2017. The maximum
amount of wages subject to
Social Security taxes rises
to $128,700 in 2018, up
$1,500.

QUICK LINKS
Services
Resources
Financial Planning

conventional investment options in mutual funds is one of the trade-offs
of using a 401(k).

CREDIT CARD TRANSACTIONS POSE AUDIT RISKS FOR
BIZ OWNERS
Small business owners beware: the IRS may more closely scrutinize
reporting of credit card transactions after it was criticized for lax
enforcement.
The IRS' overseer, the Treasury Inspector General for Tax Administration
(TIGTA), recently said the IRS had been missing opportunities to audit
tax returns that had large discrepancies between income and the card
payments reported on Forms 1099-K.
This means small businesses that accept credit, debit or gift card
payments can expect to draw the attention of IRS auditors if there are
material differences between what is reported on their tax returns and
what is on their 1099-Ks.
Tax gap concern driving the scrutiny
TIGTA has estimated an underpayment of more than $450 billion in
income taxes every year. In an effort to close this "tax gap," it
recommended the IRS focus on some of the larger or more obvious
sources of underpayment.
One area TIGTA identified was on Forms 1099-K, where more than
20,000 taxpayers who received them had discrepancies of more than
$10,000 on their returns. Calculating from these minimum numbers,
there was at least a $200 million underpayment.

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

CERTIFIED FINANCIAL PLANNERS™

Who is impacted
If you have a business that accepts payment cards like debit cards or
credit cards, you will probably receive a Form 1099-K from your
payment processor. The form is also required for anyone who has
$20,000 in card payments and 200 transactions or more per
year. Examples of those who would receive Forms 1099-K include users of
PayPal, sellers on Etsy, cab drivers and any small business that accepts
card transactions as a form of payment.
Here's how you can prepare

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

Receiving a Form 1099-K and reporting it in such a way that the IRS is
satisfied can be complicated. You could easily double-report your
revenue from 1099-Ks out of an excess of caution. Or, you may be not
be disclosing your correct reporting of card income in a way that IRS
audit programs are able to identify. It's often best to get professional
guidance to ensure your return does not stick out when the IRS tries to

comply with the TIGTA request for more oversight.
Nelson J. Couto, Partner

We hope you found this information helpful. Call today to
schedule your appointment to start getting into financial
shape!
Anthony DeFranco, Partner

973.325.3370
Sincerely,

The Partners and Staff
Couto DeFranco, P.A.

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

Happy Holidays

EXCITING COUTO DEFRANCO NEWS:

We've been recognized as
"Top Wealth Managers in NJ"
4th Year in a Row!!

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 5063 wealth managers in New Jersey who
were seriously considered for the award, 672 were named. This is their

third time winning this prestigious award.
"We are delighted to be acknowledged as a Five Star Wealth Manager
by New Jersey Monthly," says Nelson Couto. "We are 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 knowledge-both as NJ Certified
Public Accountants and as Certified Financial Planner™ professionalsso 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.

C O U T O D E F R A N C O, P. A.
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Couto DeFranco, P.A. provides the information in this e-newsletter for general guidance only, and does not constitute the provision of legal advice, tax
advice, accounting services, investment advice, or professional consulting of any kind. The information provided herein should not be used as a
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