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Introduction 
After the November election, investors anxiously monitored developments in Washington at the end of 
2012 for indications that Congress and President Obama would agree on legislation to avoid the “fiscal 
cliff.” The fiscal cliff is the term used to describe the imposition of automatic spending cuts and various 
scheduled tax increases (for instance income, capital gains, dividends, and estate taxes) that were 
scheduled to begin on January 1, 2013.The Congressional Budget Office and Chairman of the Federal 
Reserve Ben Bernanke had predicted a recession if legislation was not enacted to prevent the fiscal cliff 
from occurring. While a broad comprehensive resolution on the myriad of tax and federal spending issues 
was not adopted by Congress, a less-encompassing compromise was. The American Taxpayer Relief Act 
of 2012 (the “Act") was approved by Congress on January 1, 2013, and signed by the President on 
January 2, 2013.  
 
The Act addresses many expiring tax rates and provisions but postpones the imposition of mandatory 
federal spending cuts for two months. Although many tax rates and provisions are made “permanent,” 
they could in fact change as a result of negotiations over the federal debt limit, mandatory federal 
spending cuts, and overall tax reform. What follows is a brief synopsis of the salient provisions of the Act 
and a review of key issues likely to impact financial planning in 2013.   
 

Highlights of the Act 
The Act in part includes the following provisions: 

INCOME TAXES 

 A new 39.6 percent tax rate imposed on those with income in excess of $450,000 (joint filers) and 
$400,000 (individuals). These sums will be adjusted for inflation in future years.  

 Both itemized deduction and personal exemption phase-outs are reinstated, limiting the amounts 
that can be claimed. The phase-outs begin when adjusted gross income exceeds $300,000 (joint) 
and $250,000 (individual).   

 The marriage tax penalty has been permanently eliminated. 
 The exclusion from gross income of the discharge of qualified personal residence mortgage 

indebtedness up to $2,000,000 is extended through 2013. Without this provision, individuals who 
had their residential loans forgiven would be subject to “phantom” ordinary tax on the amount 
forgiven.   

DEDUCTIONS 

 The deduction for state and local general sales tax in lieu of state income tax is extended through 
2013. 

 The deduction for certain expenses of elementary and secondary school teachers is extended 
through 2013. 

 The “above the line deduction” for qualified tuition and related expense is extended through 2013. 

CREDITS 

 The Child Tax Credit of $1,000 is made permanent. 
 The Earned Income Credit is extended through 2017.  
 The American Opportunity Tax Credit for education is extended through 2017. 
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CAPITAL GAINS & DIVIDENDS 

 The capital gains and dividends rate rises to 20 percent only for those who have income in 
excess of $450,000 (joint) and $400,000 (individual). All other taxpayers will have a 15 percent 
capital gains rate, although the 0 percent rate will continue to apply to those in the 10 percent or 
15 percent tax brackets. The higher 20 percent rate will only be imposed on those gains, together 
with other income, that create taxable income in excess of these sums. 

ESTATE, GIFT, AND GST TAXES 

 The estate and gift tax rates/exemptions have once again been unified. The Act permanently 
creates an inflation-adjusted $5,000,000 exemption (anticipated to be $5,250,000 for 2013 upon 
release by the Internal Revenue Service) and a top rate of 40 percent. For estates, any unused 
exemption upon the death of the first spouse is available to be used upon the death of the second 
spouse; this concept called “portability” is made permanent. The generation-skipping transfer 
(GST) tax follows the same exemption/rates outlined above. 

CHARITABLE PROVISIONS 

 Tax-free qualified charitable distributions (QCDs) from individual retirement accounts to certain 
charities are reinstated for 2012 and 2013. This allows IRA owners age 70½ or older to make 
distributions of up to $100,000, including the required minimum distribution amount, from the IRA 
“directly” to charity. No charitable contribution deduction is given but no income is recognized 
either. The $100,000 limit applies to each individual per year.  
 

 The Act allows special limited QCD relief. Direct distributions made after Dec 31, 2012 but before 
February 1, 2013 will be deemed to have been made on December 31, 2012. Also, any 
distribution made from an IRA to its owner (not the charity) after November 30, 2012 and before 
January 1, 2013 may be treated as a QCD for 2012, if that distribution is transferred in cash to a 
qualified charity before February 1, 2013.  

RETIREMENT PROVISIONS 

 Relaxed distribution guidelines for 401(k), 403(b), and governmental 457(b) plans permit 
participants to convert to a Roth within that existing plan at any time. The plan must have a Roth 
deferral feature. 

 Certain features of Coverdell education savings accounts are extended permanently, namely the 
maximum annual contribution of $2,000, as well as the treatment of elementary, secondary and 
post-secondary school expenses as qualified expenditures.  

BUSINESS PROVISIONS 

 The exclusion of 100 percent of gain on the later sale of certain qualified small business stock of 
new C corporations created prior to December 31, 2013 is extended. If the stock is held for more 
than five years when sold, any gain is exempt from taxation. 

 50 percent bonus depreciation is extended through 2013. 
 Internal Revenue Code Section 179 deduction for small business expenses in lieu of depreciation 

is increased to $500,000 with a $2,000,000 investment limit through 2013. 
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ALTERNATIVE MINIMUM TAX 

 Alternative Minimum Tax (AMT) relief for many is made permanent through inflation-adjusted 
exemption amounts. 

 The exemption for AMT for 2012 is increased to $78,750 (joint filers) and $50,600 (single), 
adjusted for inflation in future years. In 2013 the exemption amounts are projected to be $80,750 
(joint) and $51,900 (single). 
 

Notably, the Act did not extend into 2013 the employee “payroll tax holiday”—a two percent reduction in 
Social Security tax for earners up to the Social Security wage base. Thus, the Social Security tax is 
increased from 4.2 percent to 6.2 percent for all wage earners up to the 2013 wage base of $113,700.   
 
It must be noted that many of the Act’s provisions will be impacted by the IRS implementing regulations to 
be developed in the future. 
 

2013 Financial Planning Issues 
The Act’s provisions will obviously impact financial and tax planning. This section will review some key 
planning concepts, as well as provide a more in-depth discussion of the Act’s most important features. 

INVESTMENT ISSUES 

The increase in the capital gains rate to 20 percent for those with higher incomes forces renewed focus 
on capital gain and loss harvesting. If a capital asset is held for more than 12 months (long-term), the gain 
on any sale is generally taxed at a maximum rate of 15 percent (0 percent for those who are in the 10 
percent or 15 percent ordinary income tax brackets). However, starting in 2013, a 20 percent capital gains 
rate will apply for individuals whose income is in excess of $450,000 (joint filers) or $400,000 (individual). 
This higher capital gain rate applies only to gains when gains combined with other income are greater 
than these threshold amounts. Gains from “collectibles” such as stamps and coins are taxed at a 28 
percent capital gains rate.  
 
A review of the detailed rules regarding capital assets and basis may be helpful for planners with clients 
facing the higher 20 percent long-term capital gains rate. Remember that the “holding period” begins on 
the day after the property is acquired. Additionally, the date the asset is disposed of is also part of the 
holding period. This means that for publicly traded securities, the holding period begins the day after the 
“trade date” or purchase and ends on the “trade date” when the securities are sold. The “settlement date” 
is not relevant for tax purposes.  
 
For capital assets held less than 12 months, disposition is deemed to be a short-term gain or loss. Short-
term capital losses are applied first against short-term gains, and if there is still a balance, they are to be 
applied against the net long-term gain/loss an individual has. After netting against the long-term losses, to 
the extent one still has a short-term gain, the balance would be treated as ordinary income and taxed 
accordingly. To the extent a person has a long-term loss which is not netted against a long-term gain, the 
balance can be offset against $3,000 of ordinary income in a year. In that case, if not fully used up, the 
balance can be carried forward to subsequent tax years. 
 

Typically, when an individual inherits property from a decedent, he or she is eligible to have any gain from 
an ultimate sale deemed a long-term capital gain under IRC Section 1223(11). Despite, perhaps, a lesser 
holding period, the one who inherits is deemed to have held the asset for greater than one year.  
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In the case of a security which was given as a gift to an individual, one generally receives the donor’s 
original basis (or adjusted basis for any gift tax paid). However, where the recipient ultimately sells the 
security at a loss, his or her basis is the fair market value on the date of the gift.  
 
Based upon the capital gains rules above, if one has already realized a capital loss for 2013 that exceeds 
his or her current capital gains for the year plus $3,000, it may be advantageous to sell capital gain 
property for a gain. If one has tax year excess gains over losses, realizing further capital losses may 
offset or eliminate that capital gain.  
 
One must be cognizant of loss denial under the “wash sale” rule of IRC 1091(e). Under that rule, one 
cannot take a loss deduction for a loss on a security sale if, within a period of 30 days before or after the 
sale date, the same or a substantially similar security was acquired.  
 
The capital gains rates described above also apply to qualified dividends received from a domestic 
corporation or qualified foreign corporation. Corporate stock dividends passed through to investors by a 
mutual fund are also eligible. A holding period applies to stock purchased close to the ex-dividend date 
(the date following the record date). The stock must be held for 61 days during the 121-day period 
beginning 60 days before the ex-dividend date. 
 

An oftentimes overlooked point is that if one has purchased a zero-coupon bond and it is not held in a tax 
deferred account (e.g., IRA), then the accrued interest must be reported annually even though repayment 
is being deferred to a later year.  

NET INVESTMENT INCOME TAX (NIIT) 

Planners and investors alike must pay great attention to the new 3.8 percent Medicare tax effective 
January 1, 2013, which applies to certain net investment income. The NIIT is a result of the 2010 Patient 
Protection and Affordable Care Act (healthcare reform legislation) and applies to individuals, trusts, and 
estates with income above certain statutory threshold amounts. The following table lists the threshold 
amounts for individuals. Please note these amounts are not adjusted for inflation. 
 

Filing Status  Threshold Amount 

Married filing jointly  $250,000

Married filing separately $125,000

Single  $200,000

Head of household  $200,000

 

If individuals have net investment income and their modified adjusted gross income (MAGI) exceeds the 
above thresholds, the 3.8 percent NIIT will only apply to the lesser of net investment income or the MAGI 
exceeding the threshold amount. 
 
Estates and trusts will also be subject to the NIIT if they have undistributed net investment income and 
also have adjusted gross income greater than the dollar amount at which the highest tax bracket for an 
estate or trust begins. For reference, this figure is $11,650 for 2012 and is anticipated to be $11,950 for 
2013. Certain trusts, such as grantor trusts and tax-exempt trusts like charitable trusts and qualified 
retirement plan trusts, are not subject to the NIIT. 



6 

 

 

Net investment income includes: 
 Interest 
 Dividends 
 Capital gains from the sale of stocks, bonds, mutual funds, and investment real estate, as well as 

capital gain distributions from mutual funds. Gains from the sale of a principal residence will only 
be subject to the NIIT to the extent the gain exceeds the special IRC Section 121 exclusion 
amount ($250,000 for singles and $500,000 for married joint filers). 

 Rental and royalty income 
 Nonqualified annuities 
 Income from businesses involved in trading of financial instruments or commodities, and 

businesses that are passive activities. 
 
Social Security benefits, tax-exempt interest, self-employment income, alimony, and distributions from 
most qualified plans and IRAs are not considered net investment income subject to the 3.8 percent tax. 
 
To arrive at net investment income, the income described above is reduced by deductions properly 
allocable to the income, such as deductions for investment interest expense, investment advisory and 
brokerage fees, expenses related to rental and royalty income, and state and local income taxes properly 
allocable to items included in net investment income. 
 
The NIIT is subject to estimated tax rules, but is not required to be withheld from wages. Nonresident 
aliens are not subject to the NIIT. 

ADDITIONAL MEDICARE TAX 

Prior to 2013, all wages were subject to a 2.9 percent Medicare tax. Employees and employers each paid 
half (1.45 percent), while self-employed individuals paid 2.9 percent. It is important to remember that 
another tax resulting from the previously mentioned healthcare reform legislation began in 2013.  
Effective January 1, 2013, an additional Medicare tax of 0.9 percent applies to the wages and 
compensation (including self-employment income) that exceed the threshold amount. Thus, wages and 
compensation above the threshold amount will be taxed to employees at 2.35 percent (the prior 1.45 
percent, plus an additional 0.9 percent), while self-employed persons will be taxed at 3.8 percent (the 
prior 2.9 percent, plus an additional 0.9 percent). The threshold amounts are the same that apply to the 
NIIT—as shown in the previous table—but apply to actual wages and compensation received rather than 
MAGI. The additional 0.9 percent tax applies to the combined wages of married joint filers, unlike the prior 
1.45 percent Medicare tax which was applied on an individual basis. 
 
An employer must withhold the additional 0.9 percent tax from wages paid to any one individual, no 
matter the tax filing status, if he or she receives more than $200,000 compensation in a calendar year. 
(Withholding will begin in the pay period in which the employer pays wages greater than $200,000 to the 
employee.) Married joint filers who have tax withheld but whose joint household income is below the 
threshold amount may claim a credit when they file their joint tax return. If an employee anticipates liability 
for the additional 0.9 percent tax but will have no mandatory withholding from the employer because 
wages are less than $200,000 for the calendar year, the individual can request that the employer withhold 
an additional amount of income tax on Form W-4. Individuals may need to make estimated tax payments 
if they anticipate liability for the tax that will not be satisfied through withholding. 
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CHARITABLE CONTRIBUTIONS 

Although income tax rates did not increase for most taxpayers, charitable contributions continue to 
provide a great tax-reduction opportunity for higher income-earners subject to the Act’s 39.6 percent 
income tax rate.  
 
Generally speaking, gifts of appreciated property (like stock) to charity afford great benefits. First, one can 
avoid the capital gains that would have been paid if the property were merely sold and only the proceeds 
were donated. Second, the charitable deduction is allowed for the full appreciated value for both regular 
income tax and AMT purposes. To claim a deduction, cash contributions of any amount must be 
substantiated with a bank record or written communication from the charity indicating the charity’s name, 
contribution amount and contribution date. If a non-cash contribution in excess of $500 is made, then a 
completed IRS Form 8283 must be included with the tax return. Although in the best of circumstances, a 
charitable deduction is limited to no more than 50 percent of one’s adjusted gross income, to the extent 
the value is not “used up,” it can be carried forward for an additional five years.  
 
The Act’s extension of “qualified charitable distributions” (QCDs) will be a benefit for IRA owners with 
large incomes. IRA owners older than 70½ (subject to required minimum distributions) may continue to 
gift a maximum $100,000 per year directly from their IRA to certain qualified charities for both 2012 and 
2013.The distribution must be made directly to the qualifying charity. While no actual deduction is 
recognized for these charitable contributions, no income is reported either. Additionally, this donation can 
be used to satisfy the normal required minimum distribution from the IRA without it being taxed. This 
effectively reduces one’s adjusted gross income, which can be of great benefit for those who do not 
itemize. Additionally, this may reduce the income tax consequence of Social Security payments received. 
 
The new Act provides some special QCD relief for the 2012 tax year. First, any direct distribution (from 
the IRA) to a qualified charity made after December 31, 2012 but before February 1, 2013 is deemed as if 
made on December 31, 2012. This allows the ability to “recharacterize” the contribution made in January 
2013 to be credited for 2012. Second, the opportunity for an “indirect” distribution to charity may exist. If 
an individual took a personal distribution after November 30, 2012 and before January 1, 2013, it can still 
be treated as a QCD for 2012 if the amount is transferred by personal check to a qualified charity prior to 
February 1, 2013.  

RETIREMENT ISSUES 

Retirement planning continues to remain an important objective for most clients in 2013. The maximum 
contribution to a traditional or Roth IRA is $5,500 for 2013 ($5,000 for 2012), with an extra $1,000 
available for those age 50 or older. Although with earned income one can always make a traditional IRA 
contribution, it may not always be deductible. If an individual is also covered by an employer’s retirement 
plan and his or her MAGI exceeds certain sums, no deduction is allowed. In 2013, no deduction is 
allowed for married couples filing jointly if MAGI exceeds $115,000, ($112,000 for 2012), and for single 
individuals if MAGI exceeds $69,000 ($68,000 for 2012). For 2013, if MAGI is over $95,000 ($92,000 for 
2012) and $59,000 ($58,000 for 2012) respectively, only a partial deduction is permitted. Below these 
sums, full deductibility may be available. Contributions can be made up to April 15, 2013 for 2012 taxes.  
 
Roth IRA contributions also have MAGI phase-out limitations. For 2013, for married couples filing jointly, it 
is $178,000 to $188,000 ($173,000 to 183,000 for 2012), and for single filers it is $112,000 to $127,000 
($110,000 to 125,000 for 2013). Even if one is a participant in an employer’s retirement plan, the 
individual may have a Roth IRA if they meet the above MAGI criteria. There still remains no income 
threshold for Roth conversions.  
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At the end of 2012, with the prospect of tax increases looming ahead in 2013, some individuals may have 
converted traditional IRA accounts to a Roth IRAs with the expectation of paying tax on the converted 
amount at a lower rate. With tax rates remaining the same for most, some may have since changed their 
minds concerning their conversion. Such individuals, after appropriate analysis, may wish to 
recharacterize or “undo” the Roth conversion transaction, and its inherent tax consequences, by 
transferring the money back to a traditional IRA. A recharacterization can be accomplished as late as 
October 15, 2013 for a 2012 conversion.  
 

The Act’s removal of restrictions on conversions of pre-tax monies in 401(k), 403(b), and 457(b) plans to 
designated Roth accounts within such plans opens up a new opportunity for many. Planners should 
evaluate whether such conversions should be done to achieve tax diversification of retirement assets or 
the estate planning benefits of leaving a Roth account to a younger generation upon death. 
 
Contributions to retirement plans for 2013 are as follows. The maximum elective deferral for 401(k), 
403(b), salary reduction SEPs and 457(b) retirement plans is $17,500 in 2013 ($17,000 in 2012) plus 
$5,500 for those over age 50 for 2012 and 2013. For 2013, $12,000 is the contribution limit for a SIMPLE 
plan ($11,500 for 2012). For a SEP, the maximum effective contribution for 2013 is the lesser of 25 
percent of compensation or $51,000 ($50,000 for 2012). For self-employed individuals, the limit is further 
reduced since only net self-employment income is taken into account. The deadline for a SEP 
contribution is the tax filing date with extensions. For defined contribution plans, the 2013 limit on annual 
additions is $51,000 ($50,000 for 2012) or 100 percent of compensation, whichever is less. Only 
$255,000 of compensation may be considered in 2013 ($250,000 for 2012). Keogh plans and “solo” 
401(k) plans (for self-employed individuals) must be established by the end of the tax calendar year. 
  
Many clients may relocate to another state after retirement. In doing so, their former state of residence will 
be precluded from taxing retirement benefits merely deferred while the individual lived there. Retirement 
income received after December 31, 1995, cannot be taxed by the state where an individual formerly 
resided at the time it was created for tax deferral. This includes most IRAs, SEPs and other retirement 
plans. Only the new state of residence can tax the retirement income benefits once they are ultimately 
paid out.  

ESTATE, GIFT, AND GST TAXES 

Starting January 1, 2013, the exemption for estate taxes is $5,000,000 to be indexed for inflation in the 
future. As of this writing, the IRS has yet to release its index; it is anticipated that it will be $5,250,000 for 
2013.  The highest tax rates are now at 40 percent. Because the estate tax and gift tax are now reunified, 
the lifetime gift exemption is also $5,000,000 and the highest gift tax rate is also 40%. Gifting using the 
larger exemption amount and without the potential application of a “clawback” is still a possibility for 2013. 
For 2013, the annual gift exclusion is $14,000 per recipient (increased from $13,000 in 2012). This will 
impact those irrevocable life insurance trusts using Crummey letters. The generation-skipping transfer 
(GST) tax follows the same exemption and top rate outlined above. 

BUSINESS ISSUES 

Business owners were not neglected by the Act, which extends some popular business tax incentives.  
First, the IRC Section 179 deduction remains viable in 2013. This special deduction allows a business 
owner to deduct a significant cost of depreciable personal property placed in service. IRC Section 179 
allows a one-time expense deduction rather than the use of the normal depreciation schedules. For 2013 
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there is a $500,000 limit as long as the overall investments are below $2,000,000. The IRC Section 179 
deduction is not an item of AMT preference or adjustment. 
 
Second, the Act extends 50 percent bonus depreciation through 2013. Finally, for C Corporations created 
with small business stock prior to the end of 2013, the potential of a later tax-free stock sale exists. If the 
small business stock is held for more than five years, 100 percent of any gain is exempt from future 
taxation. 

ALTERNATIVE MINIMUM TAX 

The Alternative Minimum Tax (AMT) is a separate and distinct tax regime. It requires many to calculate 
taxes under both the regular income tax and AMT systems, yet pay the tax that is the greater of the two. 
AMT credits can be used in subsequent years to offset some of the tax burden. Since AMT has 
historically not been adjusted for inflation, a record number of individuals have been affected because the 
regular income tax rate historically has been indexed for inflation. While some in Congress want to 
abolish AMT in total, to date no permanent solution has arisen. An individual is subject to AMT if the 
tentative AMT determination exceeds the regular tax liability. Tentative AMT is measured by (a) 26 
percent of the first $175,000 ($87,500 married filing separately) in excess of the exemption amount plus 
(b) 28 percent of the remaining AMT income. For individuals subject to AMT, scheduled regular income 
tax rate reductions may just be delayed due to a credit in a later year as an AMT adjustment. However, 
any credit is limited to the amount that the regular tax liability exceeds the tentative minimum tax liability. 
In 2012, the amount of the AMT exemption was $78,750 (joint) and $50,600 (individual). The Act indexes 
the AMT exemption for inflation in the future, thus allowing many taxpayers to escape from the AMT’s 
grasp. In 2013 the exemptions amounts are projected to be $80,750 (joint) and $51,900 (individual). 
 
It must be recognized though that many high-income individuals may still be trapped by AMT even though 
they may not be engaged in business activities that generate AMT preference items or adjustments. This 
is because Schedule A deductions for items such as state and local taxes, property taxes and various 
miscellaneous deductions, and personal exemptions are not allowed. These items must be added back to 
the taxable income to determine AMT income. Additionally, interest paid as home equity debt may not be 
deductible.  
 

Conclusion and Planning for the Future 
In making tax and financial planning decisions in 2013, it is important to recognize the many opportunities 
resulting from the Act. The tax-free nature of municipal bonds was not affected by the new Act, despite 
much discussion in negotiations. Based upon the significant increase in taxes and the new net investment 
income tax affecting high net worth individuals, municipal bond investments may be reanalyzed when 
suitable. The prospects of an income tax rate as high as 39.6 percent when coupled with a 3.8 percent 
additional tax on unearned income results in the potential for an overall tax rate of 43.4 percent. This is a 
significant increase from the previous maximum rate, and new analysis in planning might be appropriate.  
The increased opportunity to make lifetime gifts and the increase in the annual exclusion should also be 
factored in. Portability of unused estate exemptions by spouses may now change some financial plans as 
well. The possibility of intra-retirement plan Roth conversions and increases in retirement plan 
contribution limits might also be explored. The tax benefits of small business creation can also prove 
helpful. 
 
The above is presented as an educational overview of some of the key features of the recent tax 
legislation and its effect upon financial planning. Certainly, it is not meant to an exhaustive explanation of 
this broad and technical area. Registered representatives should not be rendering tax advice to clients; 
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rather, such advice should be left to the client’s tax professionals. This review should afford greater 
familiarity with some of the tax issues to better assist clients in their financial planning. 
 
 

About Cetera Financial Group  
Cetera Financial Group, Inc. is one of the nation’s largest privately held, independent broker-dealer and 
registered investment adviser families. It provides award-winning wealth management and advisory 
platforms, comprehensive broker-dealer and registered investment adviser services, and innovative 
technology for more than 6,500 independent financial professionals and more than 600 financial 
institutions nationwide. Through its four distinct broker-dealers, Cetera Advisors LLC, Cetera Advisor 
Networks LLC, Cetera Financial Specialists LLC, and Cetera Investment Services LLC, Cetera Financial 
Group offers the benefits of a large, established and well-capitalized firm, while serving advisors in a way 
that is customizable to their unique needs and aspirations.  
 
Cetera Financial Group is committed to helping advisors grow their business and strengthen their 
relationships with clients. For more information, visit www.cetera.com. 
 
 
For more information, please contact: 
Cetera Financial Group, Inc. 
200 North Sepulveda Blvd. 
Suite 1200 
El Segundo, CA 90245 
866.489.3100 
www.cetera.com 
 
Prepared by Stan Smiley, J.D. 
Senior Vice President, Advanced Planning Group 
Cetera Financial Group 
 

The views are those of Stanley R. Smiley, J.D. Senior Vice President of Advanced Planning Group, 
Wealth Management, Cetera Financial Group and should not be construed as investment advice. The 
information is believed to be from reliable sources; however, we make no representation as to its 
completeness or accuracy. 
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