
Individual income taxi

Tax category 2022

Individual income tax rates  
and brackets  
(inflation adjusted)

Tax rate Single Head of household Married/joint

10% $0 - $9,950 $0 - $14,200 $0 - $19,900

12% $9,951 - $40,535 $14,201 - $54,200 $19,901 - $81,050

22% $40,526 - $86,375 $54,201 - $86,350 $81,051 - $172,750

24% $86,376 - $164,925 $86,351 - $164,900 $172,751 - $329,850

32% $164,926 - $209,425 $164,901 - $209,400 $329,851 - $418,850

35% $209,426 - $523,600 $209,401 - $523,600 $418,851 - $628,300

37% Over $523,600 Over $523,600 Over $628,300

Capital gains tax rates

Tax rate Single Head of household Married/joint

0% Up to $41,674 Up to $55,799 Up to $83,349

15% $41,675 - $459,749 $55,800 - $488,499 $83,350 - $517,349

20% $459,750+ $488,500+ $517,350+

A turbulent year in Congress marked 2021, and 2022 will likely be similar. Debates continue around the appropriate level of federal 
government spending and tax reform that supports the government’s budget. Regardless of whether tax law changes (or lack thereof) 
positively or negatively affect people across various wealth levels, the laws require interpretation by the Treasury and Internal Revenue 
Service. 

We recognize there could be retroactive tax law changes that may impact the commentary below. However, the following summarizes 
notable points, broken down by tax areas for 2022, as of the date of this publication. In addition, we have included some education 
relevant to higher-income taxpayers.

Whether looking at individual or business taxes, the basic principles of year-end tax savings continue to be relevant: consider 
deferring income into the subsequent year and/or accelerating deductible expenses into the current year. It’s important to 
contemplate additional planning, such as cash management (lending/borrowing), typical annual gifts, completing charitable plans, 
integrating life insurance, reviewing current trusts, or considering new trusts.

As always, we advise that you contact your tax accountant and request a tax projection, which can highlight areas where you may 
be able to reduce your tax exposure. Your tax accountant can identify techniques that may provide tax savings to you in 2022  
and beyond.
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i Ashlea Ebeling, “IRS Announces 2022 Tax Rates, Standard Deduction Amounts and More,” Forbes, November 10, 2021.



Tax category 2022

Net investment income tax/Medicare tax  
(non-qualified dividend income, interest 
income, qualified dividends, and capital gains)

3.8%

Alternative minimum tax

26% tax rate for income over $75,900 (single); $118,100 (married/joint)

28% tax rate for income over $103,050 (single); $206,100 (married/joint) 

Phase-out of exemption begins at $539,900 (single); $1,079,800 (married/joint)

(both will be indexed for inflation going forward)

Capital gain exclusion on  
primary residence

Up to $500,000 (joint)

Personal exemptions Repealed in 2017

Standard deduction

$12,950 (single)

$25,900 (married/joint)

$19,400 (head of household)

Itemized deductions

Pease limitation (cap on how much one could claim on itemized deductions 
based on certain income levels) was repealed in 2017

Gambling losses and investment interest are still deductible

Most deductions subject to 2% AGI floor will no longer be allowed (e.g., tax 
preparation fees, unreimbursed work-related expenses, union dues, hobby 
expenses, and investment advisory and management expenses)

State and local tax deduction (SALT)
State and local income, sales, and property taxes limited to  
$10,000 in aggregate (single or married/joint)

Mortgage interest deduction
Allowed on principal and second residence up to $750,000 on the principal

HELOC interest is no longer deductible

Charitable deductions Cash gifts to public charities up to 60% AGI; up to 30% of non-cash gifts

Medical expense deduction Excess of 7.5% of AGI

Student loan interest deduction
The deduction phases out ratably for individual taxpayers with AGI between 
$70,000 and $85,000, and AGI between $145,000 and $175,000 for joint filers

Child tax credit
$2,000/qualified child 
Phase-outs pending final resolutions
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Earned Income Tax Credit (EITC)

Single filer max credit - $7,320 to $15,410 with phase-outs  
starting at $9,160 to $53,047 income

Married jointly max credit - $7,320 to $15,410 with phase-outs  
starting at $22,610 to $59,187 income

Other notable credits available
Lifetime learning; adoption; elderly and permanently disabled;  
plug-in electric vehicles; interest on certain home mortgages

Commentary

Given the continued uncertainty regarding the future of income tax laws, you should strive to implement the best strategies to 
minimize taxes. The current laws continue to maintain an increase to exclusions, reduced ability to take itemized deductions, 
increase to the standard deduction, and historical low tax rates in each expanded income bracket.

Withholding/estimated tax: Review your income projections, W-2 withholdings, and estimated tax payment calculations with your 
tax accountant to ensure you avoid underpayment penalties.

Kiddie tax: While shifting income-producing assets to family members in lower tax brackets may be considered, be aware that the 
kiddie tax could apply. Unearned income (income other than wages and salary) of children under 19 and college students under age 
24 is taxed at the parent’s marginal income tax rate. This may not be taxpayer friendly. However, a parent will be able to elect to 
include a child’s income on the parent’s return for 2022 if the child’s income is more than $2,200 and less than $11,000. Otherwise, 
the kiddie tax is calculated as the first $1,100 with no tax; the next $1,100 at the child’s tax rate, and $2,200+ taxed at the parent’s  
tax rate.

Investment management: This continues to be an important part of tax planning. Tax-loss harvesting is a year-round process, 
because long-term capital gains continue to have a top tax rate of 23.8%. Plan to match capital gains with capital losses to shield 
your exposure to capital gains tax. Find ways to reduce net investment income (i.e., offset margin interest with short-term capital 
gains). Consider positioning a portfolio to maximize the benefit of the lower tax rate on long-term capital gains investments and 
qualified dividends. Use proceeds to reposition your portfolio. Consider municipal bonds (generally no federal income tax) if you’re 
in a higher tax bracket.

Itemized deductions: Evaluate whether you will benefit from the same itemized deductions you qualified for in the past. The 2017 
repeal of the miscellaneous deductions subject to a 2% floor, plus the limitation of SALT deductions, combined with an increase in 
standard deductions, may significantly impact many taxpayers’ ability to itemize deductions. Offsetting this is the reduce threshold 
for deducting medical expenses.

	› Depending on your individual analysis, consider paying off your home equity line of credit (HELOC) or part of your mortgage, since 
you may lose interest deduction benefits.

	› Consider contributing to a flexible spending account (FSA) up to $2,850 or a health savings account (HSA). There is a up to 
$3,650 for self-only coverage or $7,300 for family coverage to use pre-tax dollars to pay for certain healthcare expenses. There 
is a $1,000 catch up for individuals over 55 years old.

 
Charitable giving: If you are charitably inclined, this remains a topic to plan around. Allowable deductions of up to 60% of AGI for cash 
donations and 30% for non-cash donations to public charities will be beneficial to some. Charitable trusts, donor-advised funds, private 
foundations, and gifts of a vehicle after its useful life are powerful planning concepts. Donate appreciated stock to a charity and get a 
deduction for its fair market value (no tax will be due on the gain).
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Alternative minimum tax (AMT): The current itemized deductions picture significantly cut down on those subject to AMT. 
Therefore, planning for AMT contingencies becomes less critical. If you are subject to AMT, consider the impact of paying certain 
deductions in the current calendar year that would be disallowed for AMT purposes. Consider the impact of exercising incentive 
stock options on AMT or prepaying next year’s deductions in the current year, for example, charitable contributions, estimated 
taxes, and property taxes (subject to the $10,000 cap).

Other notable considerations and changes:

	› Section 529 plan distributions are available beyond higher education to include up to $10,000 distributions to  
K-12 private or religious schools.

	› Section 1031 like-kind exchanges are limited to real property that is not held primarily for sale.

	› Alimony is not taxable to the recipient or deductible to the payor for agreements after December 13, 2018.

	› Evaluate the impact of working from home during COVID on state tax exposure, as well as the potential deductions  
available for having a home office. 

	› Educator classroom expenses for above-the-line $250 deduction remain available.

	› Moving expense deduction is repealed through 2025 for most taxpayers.

Estate and gift taxii

Tax category 2022

Lifetime gift, estate, and  
generation-skipping transfer tax

 
40% rate for gifts or estates over $12.06 million (individual)*

$24.12 million (married)*

* increased for inflation annually

Income tax for estates and trusts

10% for taxable income less than $2,750 

24% over $2,750 but not over $9,850

35% over $9,850 but not over $13,450

37% over $13,450

Annual gift exclusion $16,000 (individual); $32,000 (married/joint)

Capital gains tax at death None–basis step-up for estate assets

 
Commentary
The current exemptions sunset at the end of 2025 and revert to the law in effect for 2017. There is also a feeling that “anything can 
happen” over the next few years, particularly with estate and gift taxation. In 2021, we saw Congress debate changes to estate and 
gift tax rates, lifetime exemption, grantor trust rules, step-up in basis at death, and valuation techniques. None of these came to 
fruition, but it does put everyone on high alert. There is the opportunity for current planning, while estate and gift laws are more 
taxpayer friendly. Moreover, gifting is a tool that could help your tax situation if you reside in the District of Columbia or one of the 
17 states that maintain separate estate and/or inheritance taxes.

iiAshlea Ebeling, “New Higher Estate and Gift Tax Limits for 2022: Couples Can Pass on $720,000 More Tax Free,” Forbes, November 11, 2021; Mark Kantrowitz, “New 2022 

IRS Income Tax Brackets and Phaseouts for Education Tax Breaks,” Forbes, November 10, 2021. 
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Estate freeze techniques: These remain popular options as a way to gift assets out of your estate and achieve tax-free growth. A 
grantor retained annuity trust (GRAT) can provide tax-free gifting, given low interest rate hurdles, which provide cash flow in the 
form of annuities back to the grantor. A spousal lifetime access trust (SLAT) is a powerful way for married couples to make efficient 
use of the lifetime gift-tax exemption, while retaining access to income and principal if the need arises. Using an intentionally 
defective grantor trust (IDGT) can help freeze the value of your estate assets. A family limited partnership (FLP) can use valuation 
discounts and are less risky, given the pullback of FLP regulations in 2017.

Reverse qualified terminal interest property (QTIP) election: The current exemption levels create an opportunity for high-
net-worth individuals to strengthen their estate plan, particularly in wealth accumulation. Estate plans could be flawed, no longer 
capturing a step-up in income tax basis at second death. Adjustments to the plan to build flexibility in for surviving spouses and 
using a complex technique called a “reverse QTIP election trust” could be valuable, depending on your personal circumstances. The 
goal would be to minimize exposure to estate tax and give a step-up in income tax basis at both first and second deaths.
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Applicable federal rates (AFR) for December 2021iii

Period Annual Semi-annual Quarterly Monthly

Short-term (3 years or less) .33% .33% .33% .33%

Mid-term (>3 but <9 years) 1.26% 1.26% 1.26% 1.26%

Long-term (>9 years) 1.90% 1.89% 1.89% 1.88%

The section 7520 rate is 1.6% (used to determine the present value of an annuity, an interest for life or a term of years, or a 
remainder or reversionary interest).

Commentary
Interest rates are still at, or close to, historic lows. The opportunity to refinance debt (i.e., mortgages), integrate cheaper interfamily 
loans, or integrate a powerful grantor retained annuity trust (GRAT) is still available. These techniques should continue to be 
beneficial while the IRS prescribed AFR remains taxpayer friendly.

Business and corporate taxes

Tax category 2022

Corporate tax rate 21% (subject to legislation currently being debated)

Pass-through deduction
20% deduction for qualified business income from a partnership,  
S corporation, or sole proprietorship

Business deductions 
Net operating losses (NOLs)

NOL deduction is limited to 80% of taxable income

NOLs are no longer able to be carried back but allowed for indefinite carryforward

Business interest 
deduction

Limited to the sum of business interest income, plus 30% of adjusted taxable income defined as 
earnings before interest and taxes (EBIT). Any disallowed interest can be carried forward

Bonus depreciation
The TCJA modified the law to allow 100% deduction for eligible property until the end of 2022, to 
be phased down over four years by 20% each year

Payroll taxes

A 12.4% Social Security (SS) tax applies to wages up to $147,000

The employee portion is 6.2%

The Medicare portion is an additional 1.45% on all earnings, for individuals with earned income of 
more than $200,000 ($250,000 for married/joint), an additional 0.9% is paid for Medicare taxes

iii“Applicable Federal Rates (AFRs) Rulings,” Internal Revenue Service, last modified December 20, 2021.



Commentary

Be aware of the Section 199A deduction for qualified business income of pass-through entities. Noncorporate entities  
(S corporations, partnerships, sole proprietorship, qualified REIT dividends, qualified cooperative dividends, qualified publicly 
traded partnership income) can deduct 20% of qualified business income (up to $164,900 of qualified business income for 
unmarried taxpayers and $329,800 for married taxpayers), with limitations based on W-2 wages and reductions based on 
specified service businesses (law, accounting, financial services, medical, performing art, and consulting).

Other notable considerations and changes:

	› If you are self-employed, evaluate the cost of buying health insurance through your business versus individually purchasing 
insurance. You may be able to capture the full benefit of the deduction.

	› If you are in a cash-basis business, consider delaying income by sending invoices in the subsequent year.

	› Entertainment, including activities for amusement, recreation, membership dues, and related facility expenses are disallowed  
business expenses.

	› Meal (food and beverage) expenses associated with operating a trade or business continue to receive a 50% deduction, but have 
been expanded to include providing food to employees through a facility that meets the de minimis fringe and convenience of 
employer standards. 

	› The TCJA modified numerous business credits as opposed to repealing them as previously proposed. If relevant to you, some 
credits to be aware of are for the rehabilitation for pre-1936 buildings, childcare facilities, R&D tax credit, as well as credit for paid 
family or medical leave.

Retirement planning

Contribution limits 2022

401(k) and 403(b) $20,500 plus $6,500 catch-upA

IRA and Roth IRAB $6,000 plus $1,000 catch-upB

SEP IRA, Keoghs and profit-sharing 
plansC 25% of up to $305,000, maximum $61,000

Simple IRA $14,000 plus $3,000 catch-upC

Phase-out ranges for IRA deductibility
Single and heads of household: $68,000-$78,000

Married/joint: $109,000-$129,000

Roth IRA phase-out limits for 
contributions

Single and heads of household: $129,000-$140,000

Married/joint: $198,000-$214,000

AThose who are 50 or older at year end. 
BContributions can be made up until due date of the tax return, no extensions. 
CContributions can be made up until the due date of the tax return, including extensions. 
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Commentary

Many Americans are experiencing a declining tax bill. As such, this gives them the opportunity to save more for retirement or 
future goals. Further, the risk of increasing income tax rates in the future gives rise to opportunities to lock taxes at current,  
lower rates.

Roth conversions: For many with traditional IRAs, a Roth conversion may be beneficial. Current income taxes are relatively low 
compared to the past (and maybe the future) making the Roth more attractive. A conversion may result in opportunities for 
reduced kiddie tax as well.

If you expect not to need IRA distributions during your lifetime, a conversion to a Roth IRA will avoid required minimum 
distributions at age 72½, allowing your children to inherit the IRA and stretch distributions for their life span.

Similarly, many 401(k) plans allow you to convert to a Roth 401(k) plan during continued employment. This could be valuable  
if your administrator allows it.

Charitable planning: The qualified charitable distribution (QCD) rule is permanent. IRA holders who are 70½ years old can  
make a tax-free distribution from their IRA of up to $100,000 to “qualified charities.”

Business owner retirement planning: As in prior years, business owners should consider the benefits of profit-sharing plans, 
simplified employee pension (SEP) plans, and defined benefit plans. Succession planning continues to be critical. Buy-sell 
agreements and employee stock ownership plans (ESOP) are important vehicles to understand.

Concluding remarks

Our current tax regime creates the need to evaluate your personal and business tax matters on an annual basis. The Treasury 
and IRS continue to issue regulations clarifying their view of the law. If any tax reform occurs, understanding the laws and their 
impact on you will require tax planning initiatives for many of our clients. More than ever, your tax accountant should be providing 
income tax projections as a starting point for planning. Your personal circumstances could dictate whether to consider additional 
opportunities. Please contact your wealth manager and tax accountant today for further guidance.

To learn more about SEI Private Wealth Management, visit our 
website at seic.com/privatewealth, or call 888-551-7872  
to reach a team member.
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SEI Private Wealth Management is an umbrella name for various wealth advisory services provided through SEI® Investments 
Management Corporation, a registered investment advisor.

Neither SEI nor its affiliates provides tax advice or other legal or regulatory advice. Please note that (i) any discussion of U.S. tax 
matters outlined in this communication cannot be used by you or any other person for the purpose of avoiding tax penalties; (ii) this 
communication was written to support the promotion or marketing of the matters addressed herein; and (iii) you should seek advice based 
on your circumstances from an independent tax advisor.

Accordingly, clients should confer with their personal tax advisors regarding the tax consequences of investing with SIMC and engaging 
in the tax-management techniques described herein based on their particular circumstances. Clients and their personal tax advisors are 
responsible for how the transactions conducted in an account are reported to the IRS or any other taxing authority on the client’s personal 
tax returns. SIMC assumes no responsibility for the tax consequences to any client of any transaction.


