
Taxes are always a major financial consideration. But this year, with a host of changes scheduled to 
take place after December, taxes—and the strategies to minimize them—are even more at the forefront
than usual. Barring any late-breaking federal legislation, 2013 could find you paying significantly higher
tax rates on your salary and your investment earnings. (Keep in mind that Congress may yet take up 
tax matters and could modify some pending changes.)

With tax rates scheduled to rise, it may make sense to realize extra income this year—contrary to the 
conventional strategy of trying to defer taxable income for as long as possible. By making some astute conventional strategy of trying to defer taxable income for as long as possible. By making some astute 
year-end moves, you may be able to maximize the tax benefits under current laws and avoid or 
minimize future tax increases.

At the same time, you also may want to take advantage of traditional year-end tax-planning strategies.
You might be able to increase your deductions for charitable donations, sidestep the “wash sale” rule,
and use capital gains and losses to offset each other. (These time-tested ideas, too, could be affected
by congressional action.)

Are you fully prepared to implement year-end tax planning for 2012? It requires a fundamental Are you fully prepared to implement year-end tax planning for 2012? It requires a fundamental 
understanding of the rules. Here’s a brief quiz to test your knowledge.

1. The maximum tax rate on ordinary income in 2012 is:
 a) 33%.
 b) 35%. 
 c) 36%. 
 d) 39.6%.    

2. The maximum tax rate on ordinary income in 2013 is scheduled to be:2. The maximum tax rate on ordinary income in 2013 is scheduled to be:
 a) 36%. 
 b) 39.6%. 
 c) 45%. 
 d) 50%.

3. The maximum tax on long-term capital gains in 2012 is:
 a) 10%. 
  b) 15%. 
 c) 20%. 
 d) 25%. 

4. The maximum tax on long-term capital gains in 2013 is scheduled to be:
    a) 20%. 
    b) 25%. 
    c) 36%. 
    d) 39.6%. 
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 b) 15%. 
 c) 20%. 
 d) 25%. 

4. The maximum tax on long-term capital gains in 2013 is scheduled to be:
    a) 20%. 
    b) 25%. 
    c) 36%. 
    d) 39.6%.     d) 39.6%. 

5. Beginning in 2013, a 3.6% Medicare surtax may apply to:
    a) 401(k) contributions. 
    b) IRA distributions. 
    c) Wages. 
    d) Net investment income. 

6. The negative impact of the “wash sale” rule for securities is:
    a) You can’t deduct a capital loss.     a) You can’t deduct a capital loss. 
    b) A capital gain doesn’t qualify for favorable long-term treatment. 
    c) Any capital gain is taxed at ordinary rates. 
    d) Any capital loss is subtracted from your basis. 

7. Charitable donations of $250 or more are not deductible in 2012 if:
    a) Charged by credit card in 2012 but paid in 2013. 
    b) Not substantiated by a written acknowledgement. 
    c) Your income exceeds an annual threshold.     c) Your income exceeds an annual threshold. 
    d) You itemize your tax deductions. 

Answers: 1-b; 2-b; 3-b; 4-a; 5-d; 6-a; 7-b


