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C o n gre s s to t h e res c u e
In the very last moments of 2012, The
American Taxpayer Relief Act was passed
saving millions of taxpayers from a large tax
hike. This bill extended the Bush-era tax cuts
to most taxpayers. General details of the bill
are listed below.
How will you be affected? Read inside.

T h e A m e r i c a n Ta x pay e r R e l i e f Ac t o f 2 0 1 2
In a nutshell:


The Bush-era individual and capital gains tax rates were extended to all
taxpayers with income under $400,000 (single), $425,000 (head of
household), and $450,000 (married/joint).



Beginning in 2013, itemized deductions and exemptions are phased
out at incomes over $250,000 (single), $275,000 (head of household),
and $300,000 (married/joint).



The Alternative Minimum Tax was permanently patched and indexed
for the future.



Revived for 2 more years were Energy Credits, the $250 teachers classroom supply deduction, the mortgage insurance premium deduction,
the sales tax deduction, the tuition deduction, tax-free distributions
from IRAs for charity, exclusion from income of principal residence cancelled debt, and a slew of small business items.



Extended for 5 years are the American Opportunity Tax Credit, the
$1,000 Child Tax Credit, and the enhanced Earned Income Credit.



Permanently extended are marriage penalty relief, liberalized Child
Care Credit rules, and the exclusion for employer-provided educational
assistance.

This lastminute Tax Act
will put a delay on the 2013
filing season.
The irs is unable to accept
electronically
filed tax returns until
January 30.
Complicated
filings will see
further delays.
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FISCAL CLIFF NOTES

ARE YOU A WORKER?
You most likely have already
noticed a cut in your take
home pay beginning on
January 1, 2013.

For example, if you earn
$50,000 per year, you will get
$1,000 less to spend on the
needs of life.

The Payroll tax cut that increased your paycheck in
2011 and 2012 was not mentioned in the tax bill.

Self employed workers will
also pay 2% more on selfemployment tax.

Instead of extracting 4.2%
from your paycheck for Social
Security taxes, 6.2% will be
taken this year. This gives you
2% less in every paycheck.

The bill also granted an extension of parity for exclusion of
employer-provided mass transit and parking benefits.

On a more positive note, the
American Taxpayer Relief Act
of 2012 reinstated the exclusion from income of employer
-provided educational assistance.

W H E R E D O E S YO U R I N C O M E L I E ?
Is your income over $400,000?
Taxpayers with incomes over
$400,000 (single), $425,000
(head of household), and
$450,000 (married/joint) will be
paying tax at a new 39.6% tax
rate.

Congress obviously thinks
you can afford to pay a little
more.

Is your income under the
$400,000... level?
If you make less than these
amounts, you will still enjoy
the same tax rates that you
have been paying, indexed
for inflation.
Your dividends and capital
gains will be taxed at 15% if
you are in the 25% or higher
bracket and 0% if you are in
the 15% or under bracket..

You will also be paying 20% tax
on qualifying dividends and
long term capital gains.

D O YO U U Su A L LY PAY A M T ? ( A l t e r n a t i v e M i n i m u m T a x )
You
probably
will still
pay AMT.

The AMT is still with us. This is
just a patch.
Congress permanently
patched the AMT by increasing the exemption amount
and allowing personal nonrefundable credits to the full
amount of tax.

Without the patch, 60 million
additional households would
have been subject to AMT in
2012.
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Did you miss out on the energy credits in 2011 or before?
You have two more chances
for a credit in 2012 and 2013.
If you have not used all of
your lifetime $500 Energy
Credit, you may qualify for a
10% credit for qualifying energy improvements to your
home.

The credit for windows is
capped at $200, advanced
main air circulating fans are
$50, qualified boilers are
$150, energy efficient building property is capped at
$300, and Energy Star windows and doors are 10%.

Energy Credits
taken in previous years reduce the
amount of
credit available.

A r e yo u m a r r i e d ?
The American Taxpayer Relief
Act of 2012 granted permanent relief from the marriage
penalty.

In other words, your standard
deduction and tax brackets are
exactly twice those of single.

D o yo u h av e yo u n g c h i l d r e n ?
Thanks to Congress, American
families will be saved from the
following 3 tax hikes:
● The Child Tax Credit for taxpayers with children under age
17 remains at $1,000 per child
for taxpayers with incomes under $110,000 (married filing
jointly) and $75,000 (singles).
This credit was scheduled to be
reduced to $500 but it has
been extended another 5

years. Taxpayers who owe no
tax (over 40% of us) will still be
able to benefit from the refundability of this credit.
● For lower income families,
the Earned Income Tax Credit
was extended for families of
three or more children for 5
years and married taxpayers
will still get the same breaks as
the unmarried.

Dependent Care Credit were
scheduled to be reduced from
$3,000 per child to $2,400. The
$3,000 limit was permanently
extended.

● Expenses qualifying for the

A r e yo u pay i n g f o r h i g h e r e d u c at i o n ?
If you paid for postsecondary tuition,
fees, and required
course materials for
a student in the
first 4 years of a degree program, you
are still in luck (for

the next 5 years). The American Opportunity Tax Credit of
up to $2,500 per student is
really a jewel for taxpayers
with incomes under$180,000
(married/joint) and $90,000
(single).
Even if your tax is 0, the credit

is 40% refundable for most
taxpayers.
For those students not qualifying for the American Opportunity Credit, the above
the line deduction for tuition
has been extended for two
more years.

A re you a home own er?
Many taxpayers are concerned
about the possible loss of their
coveted mortgage interest deduction. You will be glad to
know that this bill did not address that issue. In fact, the Act
extended the following tax
breaks:

● The deduction for mortgage
insurance for qualifying taxpayers was revived for 2012 and
2013.
● The exclusion from income of
principal residence cancelled
debt was also extended for two
years.

D o you ow n a busin ess?
Congress passed a slew of provisions extending business
breaks through 2013. The most
common of which are listed
below:
● $500,000 Sec 179 expensing
● The Research Tax Credit
● The Work Opportunity Tax
Credit



15 year recovery on qualified leasehold improvements

Congress also extended the
50% bonus depreciation deduction for one more year. This
provision is helpful to small
businesses who want to invest
in new equipment.

Do you live in a state with no tax or did you buy a car?
You’re lucky again. The Tax Act extended the deduction for
sales tax instead of income tax on Schedule A for two more
years including sales tax paid on vehicles, boats, and aircraft.

Are you out of work?
Good news! The American Tax Relief Act of 2012 extended
the emergency unemployment compensation program.

Are you a school teacher?
Your $250 deduction for classroom supplies was extended for
two more years.
Are you paying on student loans?
The student loan interest deduction on older loans had expired, but Congress revived it for two more years.

The future?
This tax bill is just a temporary
fix. Extensive tax reform is in
the planning stages.

