
 
Christopher J. Byrne PLLC 

Attorney at Law | Certified Public Accountant 

IRS CIRCULAR 230 DISCLOSURE:  
To ensure compliance with requirements imposed by the IRS, we inform you that any U.S. tax advice 
contained in this communication (including any attachments) is not intended or written to be used, and 
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promoting, marketing or recommending to another party any transaction or matter addressed herein. 
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Memorandum 
Legislative Update  

• On January 2, 2013 the American Taxpayer Relief Act of 2012 (“ATRA”) was signed into law.  
ATRA permanently extends some of the tax cuts from 2001 and 2003, however, this law enacts 
several tax rate increases year over year when compared with the 2012 rate structure.   

• The top marginal income tax rate for individuals is now 39.6% for income over $450,000 for 
married filing jointly and $400,000 for individuals.  This is an increase from the 2012, 35% top 
marginal income tax rate. 

• There has been a return of the exemption and itemized deduction phase-outs on taxpayers with 
income over $300,000 for married filing jointly and $250,000 for individuals. 

• There has been an increase in the tax rate on dividends and long term capital gains from 15% to 
20% for taxpayers with income over $450,000 for married filing jointly and $400,000 for singles.  
Individuals with lower incomes maintain the 15% rate on dividends and long term capital gains.  
With regard to investment income, it should also be noted that the new net investment income tax 
for high-income individuals which was enacted under the Patient Protection and Affordable Care 
Act has come into effect and imposes a 3.8% tax on net investment income (interest, dividends, 
royalties, capital gains) as well as passive income.   

• The alternative minimum tax exemption has been raised and will now be permanently indexed for 
inflation.   

• The estate and gift tax exemption amount has been maintained at $5M indexed for inflation since 
2011, however, the maximum rate has increased from 35% to 40%.  Portability, whereby the 
exemption not used by the first spouse to die would be available for the use of the surviving 
spouse, for estate and gift tax purposes has been made permanent.   

• A 2% reduction in payroll taxes was allowed to expire.  Therefore payroll taxes have been raised 
from 10.4% in 2012, to 12.4% plus the 0.9% Medicare Hospital Insurance tax surcharge, resulting 
in an overall increase in payroll taxes of 2.9%. 

• The American Opportunity Tax Credit, Child Tax Credit and Earned Income Tax Credit have all 
been extended through 2017.   


