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Fiscal Cliff Report

On January 1, 2013, Congress averted the dreaded fiscal cliff that comprised of simultaneous tax 
increases and spending cuts by approving a bill that has some good benefits, but also some bad.
We want to educate you on this 157-page bill that was recently passed and signed into law and 
demonstrate some of the effects that it will have for you and your family moving forward in this 
coming year. 

Income Tax Rates
For most of you – actually about 99.3% of you - can breathe a sigh of relief as you will not see a 
change in your income tax rates. The income tax rates that you’ve had in 2012 have now been 
made permanent.  Keep in mind, “permanent” does not mean it will last.  It simply means 
Congress does not have a deadline nor time set in place to re-evaluate these rates – yet.

For taxpayers with more than $400,000 in taxable income or for couples with $450,000, you will 
now see the top marginal tax rate rise from 35% to 39.6%. These households will pay this new 
tax rate only on income above the threshold.

The Tax Policy Center states that if you are making over $1 million, you will now pay an 
additional $123,000 on average.

Itemized Deductions
Itemized deductions will be capped for individuals making $250,000 and for married couples 
making $300,000.

Payroll Taxes
This is a very important one and is not just for the wealthy. The government temporarily lowered 
the payroll tax rate in 2011 from 6.2% to 4.2%. That adjustment has now expired and Congress 
has decided not to extend it.
Approximately 77% of all households will pay a larger share of income to Uncle Sam this year.

Let’s show you some examples: If you were to earn $50,000 this year – the national average – 
you will now be paying $1,000 more in taxes in 2013. If you earning $113,700, you will see your 
paycheck go down $189.50 a month.

Estate Tax
The estate tax will extend the current $5 million of inheritance exclusion. However, any wealth 
above that amount will be taxed at a rate of 40% compared to the previous rate of 35%.
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Long-Term Gains and Dividends
The tax rates on long-term capital gains and dividends will remain the same for most 
individuals. However, the maximum rate for higher-income households rises from 15%-20%.  
This change affects the taxpayer with more than $400,000 in taxable income or couples with 
$450,000.

Tax Breaks for Lower-Income Families
Tax credits for low to middle wage earners have been extended for five years. Among these 
provisions are the Child Tax Credit, the Earned Income Tax Credit, and college tuition credits – 
also known as the Obama Opportunity Tax Credit.

Unemployment Benefits
Long-term unemployment benefits have been extended to approximately two million Americans 
for one year.

Alternative Minimum Tax
The alternative minimum tax was originally created in the 1960s to set a lower limit on the taxes 
paid by the most affluent, but the eligibility threshold was not indexed to inflation. Throughout 
the years, Congress has passed short-term increases to the threshold, but has now passed 
legislation to make those increases automatic. If these rules were not created, it would have 
threatened to impose higher taxes this year on roughly 30 million households.

These are just some of the highlights from the fiscal cliff deal that was recently signed into law. 
We provide our clients with little known financial strategies that protect and grow money so they 
can meet monetary goals, minimize or eliminate risk, and reduce taxes; resulting in holding onto 
more of their hard earned money.  

If you would like to know more about the benefits our services or information about the new law 
and how this will personally affect you and your family’s financial future, please contact us as the 
information provided in the email we sent you.

We want to be a true financial resource to you so you can have full confidence this year in looking 
forward to what’s ahead!


