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The American Taxpayer Relief Act of 2012: 
How Will It Affect You?
	 As 2012 came to a close, a combination of extensive scheduled spending 
cuts and expiring tax breaks threatened to send the U.S. economy back into 
recession.  However, on January 1, 2013, Congress passed the American 
Taxpayer Relief Act of 2012 (the “Act”), and President Obama signed it 
into law the following day, allowing the U.S. to avert the so-called “Fiscal 
Cliff” – at least temporarily.  The Act contains wide-ranging legislation that 
will impact a broad swath of taxpayers.  Here is a look at some of its most 
significant provisions.    

Individual Tax Rates 
	 Beginning in tax year 2013, a new tax rate of 39.6 percent has been 
added for individuals whose income exceeds $400,000 ($450,000 for 
married taxpayers filing a joint return). The other marginal rates – 10, 15, 
25, 28, 33, and 35 percent – remain the same as in prior years. 
	 Had the Bush-era tax rates been allowed to sunset, rates would have reverted to 2003 levels – 15, 28, 31, 36, 
and 39.6 percent.

Capital Gains and Dividends
	 As with the individual income tax rates, the tax rates on capital gains and dividends remain unchanged except 
for those in the top income tax bracket.  Taxpayers in the middle tax brackets will continue to pay 15 percent, 
while those in the two lowest tax brackets – 10 percent and 15 percent – will continue to be exempt from taxes 
on capital gains and dividends.  Taxpayers in the new 39.6 percent tax bracket will now pay 20 percent.
	 Without the Act, the maximum tax rate on capital gains and dividends would have reverted to 20 percent 
across the board, with the exception of those in the 15 percent tax bracket, who would have been subject to a 
10 percent rate.

2013 Individual Income Tax Rates
Taxable Income 

Single

$0 - $8,925

$8,926 - $36,250

$36,251 - $87,850
$87,851 - $183,250

$183,251 - $398,350

$398,351 - $400,000 

$400,000+

Taxable Income 
Joint

$0 - $17,850

$17,851 - $72,500

$72,501 - $146,400
$146,401 - $223,050

$223,051 - $398,350

$398,351 - $450,000

$450,000+

Ordinary 
Income 

10%

15%

25%

28%

33%

35%

39.6%

Capital Gains 
and Dividends

0%

 0%

15%
15% 
15% 
15%

20%



The American Taxpayer Relief Act of 2012

Estate and Gift Tax
	 The Act permanently provides for a maximum federal estate tax rate of 40 percent.  Estates of decedents who 
die during 2013 have a federal estate tax exemption equivalent of $5,250,000, up from a total of $5,120,000 for 
estates of decedents who died in 2012.  This amount is equal to the lifetime gift tax exemption, and both will be 
indexed for inflation each year.  It is also worth noting that prior to and independent of the Act, the annual gift tax 
exclusion was raised from $13,000 to $14,000 on January 1, 2013.
	 While the new rate marks an increase from 2012’s 35 percent rate, without the Act, the maximum federal estate 
tax rate had been scheduled to revert to 55 percent with an applicable exclusion amount of $1 million.
	 In addition, the Act extends a number of generation-skipping tax-related provisions that were scheduled to 
expire at the end of 2012 and makes permanent “portability” between spouses.  Under the estate tax’s portability 
election, a surviving spouse’s exemption amount is increased by the deceased spouse’s unused exemption amount.  

Alternative Minimum Tax
	 Originally designed to ensure that upper-income Americans pay their fair share of taxes, the alternative 
minimum tax (AMT) has impacted a growing number of middle-income earners because it was never indexed 
for inflation.  That changes under the Act.  The AMT exemption amount for tax year 2013 increases to $51,900 
($80,800, for married couples filing jointly), with future amounts indexed for inflation. The 2012 exemption 
amount was $50,600 ($78,750 for married couples filing jointly). 

Other Provisions
Other important provisions contained in the Act include the following:

Standard Deduction – The standard deduction rises to $6,100 ($12,200 for married couples filing jointly), up from 
$5,950 ($11,900 for married couples filing jointly) for tax year 2012. 

Itemized Deductions – The Act added a limitation for itemized deductions claimed on 2013 returns of individuals 
with incomes of $250,000 or more ($300,000 for married couples filing jointly). 

Personal Exemption – The personal exemption rises to $3,900, up from the 2012 exemption of $3,800. However, 
beginning in 2013, the exemption is subject to a phase-out that begins with adjusted gross incomes of $250,000 
($300,000 for married couples filing jointly).  It phases out completely at $372,500 ($422,500 for married couples 
filing jointly).

Marriage Penalty Relief – The Act extends all marriage penalty relief provided by the Bush-era tax cuts.

Child Tax Credit – The Act permanently extends the $1,000 child tax credit.

Dependent Care Credit – The current 35 percent credit rate on dependent care is made permanent, along with 
the $3,000 cap on expenses for one qualifying individual and $6,000 on expenses for two or more qualifying 
individuals. 

Coverdell Education Savings Accounts – The Act permanently extends the $2,000 annual contribution limit for 
Coverdell Education Savings Accounts.

Earned Income Credit – Under the Act, the maximum earned income credit amount is $6,044 for taxpayers filing 
jointly who have three or more qualifying children, up from a total of $5,891 for tax year 2012. 

IRA Distributions to Charity – The Act temporarily extends tax-free qualified charitable distributions up to 
$100,000 from IRAs.  This provision is scheduled to sunset on December 31, 2013.  The Act allows distributions 
in January 2013 to count toward 2012.

AMT Exemptions

Single or 
head of household 

Married filing jointly

Married filing separately

2011 Exemptions
 

$48,450 

$74,450 

$37,225 

2012 Exemptions
 

$50,600 

$78,750 

$39,375 

2013 Exemptions
 

$51,900

$80,800

$40,400



	 In addition to the provisions listed on the previous page, the Act contains a variety of other terms that affect both 
individuals and businesses.  For more information on these provisions and how they may affect you, consult your 
tax professional.

Payroll Taxes Revert to Prior Levels
	 One item that was not addressed by the Act was the expiration of the payroll tax cut provided by The Tax Relief, 
Unemployment Insurance Reauthorization, and Job Creation Act of 2010, which enacted a two percentage point 
payroll tax cut for all employees, reducing their Social Security tax withholding rate from 6.2 percent to 4.2 percent 
of wages paid for 2011.  The reduction in taxes was extended into 2012 but expired on January 1, 2013, causing the 
Social Security tax withholding rate to go back to 6.2 percent.  You may have already noticed the difference in your 
paycheck.  Also worth noting is that in 2013, the Social Security wage base limit increases to $113,700.

Contribution Limits on 401(k)s, Traditional IRAs, and Roth IRAs Set to Increase in 2013
	 Good news for retirement savers: the IRS has increased contribution limits for certain retirement plans for 2013. 
	 First of all, in tax year 2013 the contribution limit for employees who participate in 401(k), 403(b), most 
457 plans, and the federal government’s Thrift Savings Plan will jump to $17,500, up from $17,000 in 2012.  
Employees age 50 and up who participate in these plans can kick in an extra $5,500, unchanged from 2012.
	 The contribution limits for IRAs have increased as well.  In 2013, the contribution limit for both traditional and 
Roth IRAs will be $5,500 per individual, representing a slight increase from the 2012 limit of $5,000.  As in prior 
years, individuals age 50 and older can make an additional $1,000 catch-up contribution.
	 In addition to increased contribution limits, 2013 also raises income limits for traditional IRA deductibility and 
Roth IRA eligibility.  For more information on these changes, contact your Stifel Financial Advisor today.

2012 IRA Contribution Funding Deadline
	 As a reminder, you still have until the tax return filing deadline – April 15, 2013 (not including extensions)  
– to make IRA contributions for 2012.
	 When contributing to an IRA, it is important to note that withdrawals prior to age 59 ½ may be subject to a 
10% penalty by the IRS. 
	 Stifel does not provide legal or tax advice.  While this information is taken from sources deemed to be reliable, it 
is neither guaranteed nor a comprehensive discussion of the legislation or its potential impact.  You should discuss 
your particular situation with your legal and tax advisors.

401(k) Contribution Limits

IRA Contribution Limits

Tax Year

2012

2013

Tax Year

2012

2013

Contribution Limit

$17,000 

$17,500 

Contribution Limit

$5,000 

$5,500 

Catch-Up 
Contribution 

$5,500 

$5,500 

Catch-Up 
Contribution 

$1,000 

$1,000 

Age 50 and Older 
Contribution Limit

$22,500 

$23,000 

Age 50 and Older 
Contribution Limit

$6,000 

$6,500 
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Account Disclosures

•	 Pricing and Rating of Securities — The pricing of securities displayed on your statement is derived from various sources and, in some cases, may be 
higher or lower than the price you would actually receive in the market.  If we cannot obtain a price, “N/A” appears.  For securities listed on an exchange 
or trading continually in an active marketplace, the prices reflect market quotations at the close of your statement period.  For securities trading less 
frequently, we rely on third-party pricing services or a computerized pricing model, which may not always reflect actual market values.  Similarly, some 
insurance product values provided by carriers may be as of a date other than the statement date.  Bond ratings of securities were obtained from various 
rating services.  There is no guarantee with respect to their accuracy.  For current price quotes, please contact your Financial Advisor.

•	 Cost Basis Information — All information provided with respect to cost basis is derived from transactions in the account or information supplied by 
other sources.  There is no guarantee as to the accuracy of cost basis information or the profit and loss information provided for tax lots designated as 
noncovered.  Stifel uses the first-in, first-out method when calculating the realized gain or loss on sale transactions unless a specific identification is made 
prior to settlement date.  The gain or loss provided on your statement is informational only and should not be used for tax reporting.  A 1099 including 
the cost basis for sale proceeds from covered tax lots will be provided after year-end for tax reporting.  Please inform your Financial Advisor if a cost basis 
is not accurate.

•	 Transaction Dates — All securities transactions are reflected on a trade date basis.  Settlement of trades will normally occur in three business days unless 
stated differently on your trade confirmation.  Title to securities sold to you where Stifel has acted as principal shall remain with Stifel until the entire 
purchase price is received or until the settlement date, whichever is later.

•	 Custody of Securities — Securities held by Stifel for you, but which are not registered in your name, may be commingled with identical securities being 
held for other clients by our Correspondent, the Depository Trust Company, or in similar systems.

•	 Assets Not Held at Stifel — You may purchase certain assets through Stifel, which will be held at a custodial institution other than Stifel (see “SIPC 
Protection”).  Where available, we include information about these assets on your statement.  The custodial institution is responsible, however, for provid-
ing year-end tax reporting information (Form 1099) and separate periodic statements, which may vary from the information included on your Stifel 
statement because of different reporting periods.  Your Stifel statements may also reflect other assets “not held” at Stifel, in addition to those held by a 
custodial institution.  The value and nature of these investments is generally provided by you.  Stifel does not guarantee the accuracy of the information 
with respect to the value of these investments as reflected on your statement.

•	 SIPC Protection — Stifel is a member of the Securities Investor Protection Corporation (SIPC).  SIPC coverage protects securities customers of its 
members up to $500,000 (including $250,000 for claims for cash).  An explanatory brochure is available upon request or at www.sipc.org, or investors 
may contact SIPC at (202) 371-8300.  Stifel has purchased additional securities coverage of $149,500,000 and cash coverage of $900,000 for a total of 
$150,000,000 of securities coverage and $1,150,000 of cash coverage (subject to the terms and conditions of the policy).  This coverage does not protect 
against market losses and does not cover securities not held by Stifel.

•	 Late Charges — If transactions in your account result in a debit balance in your cash account and you do not make payment by the settlement date, you 
may be subject to interest charges.

•	 Free Credit Balances — Customer Free Credit Balances may be used in this Firm’s business subject to the limitations of 17CFR Section 240, 15c3-3 un-
der The Securities Exchange Act of 1934.  You have the right to receive from us in the course of normal business operations, upon demand, the delivery 
of:  a) Any Free Credit Balances to which you are entitled, b) Any Fully-Paid Securities to which you are entitled, c) Any Securities purchased on margin 
upon full payment of any indebtedness to us.  If you participate in Stifel Prestige® Accounts, the payment to you of a Free Credit Balance may be subject 
to the cancellation of any commitment made in respect to your account for the payment of checks, ATM Card, or Point of Sale transaction charges, or 
other debit card transactions.

•	 Early Redemptions — In the event we receive a partial call for tender of a certificate of preferred stock, or bond, which we are holding for you in street 
name, we will determine the recipient of the tender in accordance with Rule 402.30 of the New York Stock Exchange.  This rule calls for an impartial ran-
dom selection process to be used in which the probability of a customer’s holdings being selected for tender is proportional to the holdings of all custom-
ers of such securities held in street name.  Therefore, your bonds or preferred stocks may be called entirely, partially, or not at all.  Additional information 
pertaining to the procedures used for random selection is available upon request.

•	 Dividend Reinvestment — (Optional)  The dollar amount of Mutual Fund distributions, Money Market Fund income, or dividends on other securi-
ties shown on your statement may have been reinvested into additional shares.  You will not receive confirmations for these reinvestment transactions.  
However, information pertaining to these transactions which would otherwise appear on confirmations will be furnished to you upon written request.  
In dividend reinvestment transactions, Stifel may act as your agent and receive payment for order flow.  The source and nature of such payment will be 
furnished to you upon written request to Stifel or your introducing firm.  If Stifel is currently a market maker in the eligible security, Stifel will purchase, 
as principal for you, additional shares at the opening market price.

•	 Stifel Information — A Statement of Financial Condition of Stifel is available for your inspection at any of our offices, or a copy will be mailed to you 
upon request.


