
 
 
 
 
 
January 24, 2013 
 
 
Dear Valued Client, 
 
2012 was yet another year marked with drama and concern. Investment markets reflected 
the same. As we continued the recovery from the financial crisis, many believed challenges 
and uncertainty were ahead. Others believed the fragile recovery would continue. 
Ultimately, both would be right. 
 
The first quarter of 2012 saw considerable gains for equities as optimism grew. It would 
not last. Soon, the enthusiasm turned to anxiety. Important economic matters like the 
“fiscal   cliff”   and   tax   reform   loomed.  This  was  made  more   uncertain   by   contentious   and  
potentially polarizing elections in the fall. With the losses of 2007 and 2008 still fresh in 
many minds, some rushed for the exits. Many feared higher taxes or political change. 
Equity markets were buffeted by bouts of anxiety and hope.  
 
An investment in stocks is ultimately an investment in business. While politics and fiscal 
policy are important parts of business, they are not the most important parts. Top marginal 
tax rates have been as high as 90% in the past. Political regimes and their challengers have 
come and gone. What is most important is business productivity and earnings. Even with 
all of the uncertainty, they were quite strong. The elections were held. Some liked the result 
and   some   didn’t.   At   least   they   were   over   and   we   could   concentrate   on  more   important  
things. 
 
In the early morning hours of Jan. 1, 2013, the Senate, by a vote of 89-8, passed H.R.8, the 
“American  Taxpayer  Relief  Act”  (the  2012  Taxpayer  Relief Act). Late on that same day—
hours   after   the   government   had   technically   gone   over   the   “fiscal   cliff”—the House of 
Representatives, by a vote of 257 to 167, also passed the bill. The 2012 Taxpayer Relief 
Act, prevents many of the tax hikes that were scheduled to go into effect this year and 
retain many favorable tax breaks that were scheduled to expire. However, it also increases 
income taxes for some high-income individuals and slightly increases transfer tax rates.  
 
Below is a general overview of the 2013 tax rates and estate tax rules: 
 

Tax rates 
 
For most individuals, the legislation permanently extends the lower federal income 
tax rates that have existed for the last decade. That means most taxpayers will 
continue to pay tax according to the same six tax brackets (10%, 15%, 25%, 28%, 
33%, and 35%) that applied for 2012. The top federal income tax rate, however, 



will increase to 39.6% beginning in 2013 for individuals with income that exceeds 
$400,000 ($450,000 for married couples filing joint returns). 
 
Estate tax 
 
The Act makes permanent the $5 million exemption amounts (indexed for inflation) 
for the estate tax, the gift tax, and the generation-skipping transfer tax--the same 
exemptions that were in effect for 2011 and 2012. The top tax rate, however, is 
increased to 40% (up from 35%) beginning in 2013. 

 
Also, I have attached a summary sheet of 2013 tax rates which can be a great tool for you 
to determine your federal and state income tax bracket. I hope this information is helpful. If 
you would like more details about these provisions or any other aspect of the legislation, 
please do not hesitate to call.  
 
Very truly yours,  
 

 
 
Donald E. Garcia 
 
 
 
 
 
 
CRN201301-2076630 
 
Internal Revenue Service--Circular 230 Disclosure:  
Pursuant to Treasury  regulations, any tax advice contained herein (including attachments) was written to support the 
promotion or marketing of the matter(s) or transaction(s), thus, the taxpayer should seek advice based on the taxpayer's 
particular circumstances from an independent tax advisor. This communication is not written, and cannot be used by the 
taxpayer, for the purpose of avoiding penalties that may be imposed under the Internal Revenue Code. 
 
Don Garcia is a registered representative of Lincoln Financial Advisors Corp. Securities and investment advisory 
services offered through Lincoln Financial Advisors Corp., a broker-dealer (member SIPC) and registered investment 
advisor.  Insurance offered through Lincoln Marketing and Insurance Agency, LLC and Lincoln Associates Insurance 
Agency, Inc. and other fine companies.  
 
Please do not send any trading or transaction instructions through this email. They will not be executed. Please call the 
Lincoln Financial Advisors trade desk at 1-800-237-3815. 
 
If you do not wish to receive future e-mails from me, please call me at 949-474 6821, call toll free at 866-734-2001, or e-
mail me at pfg@lfg.com. We will comply with your request within 30 days. 
 
Any discussion pertaining to taxes in this communication (including attachments) may be part of a promotion or 
marketing effort. As provided for in government regulations, advice (if any) related to federal taxes that is contained in 
this communication (including attachments) is not intended or written to be used, and cannot be used, for the purpose of 
avoiding penalties under the Internal Revenue Code. Individuals should seek advice based on their own particular 
circumstances from an independent tax advisor 
 


