[Dear Client Who Is Parent of a Special Needs Child]

[Adapt this letter as appropriate to send to your clients. For background, read Terry Myers and Dee DeScherer, “Getting Tax Relief for Parents of a Special-Needs Child,” Intuit® ProConnection® (VI:03), Mar. 29, 2007, at http://accountant.intuit.com].
[Your Letterhead Stationery]

[Date]

[Your Client’s Address]

Dear [Client],

As the parent of a special needs child, you undoubtedly go to great lengths—and spare no expense—to get your child the special education and other services he or she needs. You may, for example, incur significant costs for special schooling, extra help to supplement regular schooling, caregivers, transportation expenses, and the like. Fortunately, you may be eligible for a little help from Uncle Sam in the form of tax write-offs for these extraordinary expenses. Here’s a brief rundown of some tax benefits that may apply in your situation.
Medical expense deductions. While medical expenses generally call to mind doctor visits and medicines, many of the extra costs of educating a special needs child qualify as deductible medical expenses even if no doctor is directly involved. 

If your child has been diagnosed with a condition that requires special education, your tuition costs can qualify as deductible medical expenses. Moreover, your child does not have to attend a “special school.” The IRS has ruled the costs a special education program at any school are deductible if the program is primarily targeted at a child’s disability. 
On the other hand, a special needs child may attend regular classes but require extra services—at an extra cost. The IRS and the courts have made it clear that these extra costs can qualify as deductible medical expenses even if the regular school tuition does not.

Other deductible medical expenses can include:
· The costs of transporting a child for special education,
· Meals and lodging at a special school,
· Modifications to your home to accommodate your special needs child, and

· Caregiver services for your child. 

Surprisingly, some of your own expenses may also qualify as medical expenses for your special needs child. For example, a court held that a couple’s costs of travel to participate in a child’s therapy at a special school were deductible medical expenses if the school required the couple to participate. Moreover, the IRS has ruled that a parent’s costs for travel and attendance at a medical conference dealing with a child’s condition are qualifying medical expenses. 

There is one fly in the ointment. Medical expenses are deductible only to the extent they exceed 7.5% of your income. However, if your employer sponsors a health flexible spending arrangement (FSA), consider funding and tapping it for your child’s special needs expenses. Since contributions to and distributions from an FSA are not treated as taxable income, you can get what amounts to a 100% write-off for your costs.

Education savings. You may also want to consider setting up a Coverdell education savings account (ESA) for your special needs child. Your annual contributions to the account grow and compound tax-free and can be withdrawn tax-free to pay for your child’s education expenses, including special needs services at any educational level.
Dependency exemptions and dependent care. As the parents of a special needs child, you may also qualify for special rules when it comes to claiming dependency and dependent care deductions for your child. As a general rule, these deductions cut off once a child reaches a certain age. However, that’s not necessarily the case if your child is disabled.

We will be glad to sit down with you and discuss the most tax-effective ways of handling the tax dimension of such costs.
Cordially, 
Your Tax Preparer

