
Five Year-End Tax Planning 
Considerations
Legislation passed in December of 2010 extended lower tax 
rates, deductions, and other expiring provisions for an additional 
one to two years. As a result, you can consider 2011 year-end 
tax planning moves with a relative degree of certainty. Here are 
five things to keep in mind.

1. Tax rates unchanged
The same six federal income tax rates that apply this year will 
apply next year (these are the same rates that applied in 2010). 
So, depending on your taxable income, you’ll fall into either the 
10%, 15%, 25%, 28%, 33%, or 35% rate bracket. The rates 
that apply to long-term capital gains and dividends also remain 
unchanged; long-term capital gains and qualifying dividends 
continue to be taxed at a maximum rate of 15% in 2011 and 
2012. If you’re in the 10% or 15% income tax bracket, a special 
0% rate will generally apply.
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Why Does Europe Affect Your Portfolio?
When a possible default on Greek sovereign debt becomes 
headline news, a lot of people find themselves wondering, “How 
can the problems of a country so small and so far away create 
such turmoil in the world’s financial markets?” What’s happening 
in Europe is probably affecting your portfolio right now, 
regardless of the quality of your holdings or how well diversified 
you are.

Bank exposure
One of the chief concerns about the possibility of default on 
sovereign debt has to do with the financial stability of banks that 
hold it. For example, some of the largest French banks have 
already seen their credit ratings downgraded because of their 
extensive holdings of debt from troubled European countries. 
If a Greek default made banks reluctant to lend to one another, 
that could affect credit markets worldwide.
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Can You Get to a Million Dollars?
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Often in life, you have investment goals that you hope to reach. 
Say, for example, you have determined that you would like to 
have $1 million in your investment portfolio by the time you 
retire. But will you be able to get to a million dollars?

In trying to accumulate $1 million (or any other amount), 
you should generally consider the current balance of your 
investment portfolio available to meet your anticipated future 
need, any additional contributions that you anticipate you can 
make to your investment portfolio, any amounts that you can 
earn on your portfolio, and the time that you have to do so.
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Health Flexible Spending Accounts
An employer-offered health flexible spending account (FSA) 
can provide you with a tax-favored way to pay for your qualified 
medical expenses. You can make contributions to the health 
FSA that reduce your federal taxable wages, and the health FSA 
can reimburse you tax free for qualified medical expenses.

Health FSA basics
At the beginning of each plan year, you elect the amount (if 
any) of your wages that will be contributed to a health FSA 
during the year. The plan must specify a maximum dollar 
amount or maximum percentage of compensation that can be 
contributed to your health FSA. You might base your election 
on prior experience, as well as expectations for the upcoming 
year. Your employer will then withhold a proportionate part of 
those contributions from each paycheck. The salary reduction 
contributions reduce your federal taxable wages. (In some 
plans, your employer may also make nontaxable contributions 
on your behalf to the plan.)
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