
SPRING INTO SUMMER

WITH A NEW VEHICLE
Setting your sights on a new vehicle for
your summer road trips?  Whether you’re
in the market for a new car or one that’s
just new to you, stop by.
With pre-approved financing from the
Credit Union, you’ll be in the best position
to buy the vehicle that’s right for you –
not the one the dealer is trying to sell you.
Those extra special dealer-financing
offers are sometimes used to move
slower selling models off the lot.
With a loan from your Credit Union, you
have more choices.  You’re also able to
consider purchasing a car from a private
seller.  Just make sure you review the
service records and have the car checked
out by a reliable mechanic.
Give us a call, a click with your mouse, or
stop by today and let us help you spring
into summer with a pre-approved vehicle
loan.

Priorities in Saving:
KIDS’ COLLEGE, OR MY RETIREMENT?
Q: I need to save for my kids' college, but also for my own retirement. Since you can only cut a paycheck so
many ways, I need to start with one thing, and let the other wait. Should I save for college first, since my
daughter will be starting college years before I retire?

A: It’s a good question. We all want to put our kids first, but the earlier you start saving for retirement, the better.
And having put your own need for a good nights sleep on hold for your newborn, giving up many of your
‘druthers’ during their toddler years, and possibly putting your own career or other dreams on hold to raise your
child, it seems natural to put your child’s needs first again by saving for college and forgoing your retirement
savings for now.

Don’t do it - For one thing, your child can get student loans, work their way through college, or get scholarships
and/or grants. None of that can be said for your retirement. Many people have put themselves through college,
and came out stronger because they did. But reaching your retirement underfunded is not a good idea. Not
only will it leave you in a vulnerable position, it’ll put a financial pressure on your child, possibly at a time that
he’s just starting to build a family of his own.

So, for the good of both you and your child, start saving for your own retirement. As his college years approach,
you’ll be able to see how--and if--you’ll be able to help finance his education. 
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What Settling a Debt
Can Mean at Tax Time

It almost seems too easy. Settle your debt; the TV ad goes, for ‘pennies
on the dollar’. It isn’t bankruptcy, so you’re not looking at 7 years of bad
luck. What the ads don’t tell you, though, is that a settlement will show up
on your credit report, possibly bringing your credit score down. 

However, there’s another issue to be aware of when considering a debt
settlement. As far as the IRS is concerned, anytime you’ve been forgiven
for more than $600 of debt, the money you no longer owe is considered
income. 

And income is, of course, taxable.

So, say you have $20,000 worth of debt. You’re able to negotiate with the
creditor for a payment of $8,000 instead of the full amount and wipe the
debt clean. SWEET!

Except now there’s a mark on your credit report. And you also owe taxes
for $12,000 worth of income. 

How will the IRS know? Well, the creditor will provide you with a 1099-C
tax form. So, it is official, and you owe taxes on the forgiven debt because
you borrowed the money at one point and didn’t repay it. Looking at it
from the IRS’s perspective, you’ve just earned money. And, yeah, the IRS
wants a slice.

But there are exceptions. When your debts are greater than your assets
(for example, you owe $50,000 and your assets are $30,000), the IRS will
usually waive the tax liability for any forgiven debt that makes up the
difference. In this case, if your debts are $20,000 more than your assets,
you can show “income” of up to $20,000 through a debt settlement
without having to worry about paying taxes on the money you didn’t
repay. Just make sure you file Form 982 with your taxes in the year that
you received a debt settlement. 

Before agreeing to a settlement, or actively looking for one, speak to your
tax advisor and find out how it will affect you in the long run.


