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NOTABLE UPDATES FOR 2022
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• Ordinarily, taxpayers would enter the year with an understanding of what has changed 

from the prior year, though that isn’t necessarily the case as of this writing (February 

2022). 

• Very narrow Democratic majorities in the House and Senate stalled progress for the Build 

Back Better Act (BBBA), which Democratic leadership hoped to pass before year-end 

2021.

• In the coming months, taxpayers will watch to see whether the Build Back Better Act 

(BBBA) and the SECURE Act 2.0 will gain traction in Congress.

Continued Political Gridlock = Uncertainty for Taxpayers



OTHER UPDATES FOR 2022

As referenced earlier, significant changes may be ahead for Roth IRAs, based on the most recent available 

drafts of Build Back Better Act (BBBA) and SECURE Act 2.0.

• “Backdoor” Roth contributions could be disallowed as early 2022, as after-tax IRA and retirement plan 

contributions would be prohibited from being converted to a Roth account.

• Roth conversions could be disallowed for high income taxpayers, with a potential begin date of 2032.

Roth IRA Changes Ahead?

For distributions from retirement accounts beginning on or after January 1, 2022, RMDs are based on the 

updated tables, which, as a result of longer life expectancies, now incorporate a larger divisor, which in turn 

results in a smaller RMD (on a percentage basis).

• Uniform Lifetime Table – default table used by most plan participants or IRA owners

• Joint and Last Survivor Table – used if a spouse is the sole beneficiary and is more than 10 years 

younger than the account holder

• Single Life Table – used for beneficiaries of plans, IRAs (traditional and Roth), and non-qualified 

annuities

IRS Updates Tables for Required Minimum Distributions (RMD)
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OTHER UPDATES FOR 2022

For 2022, the Cost-of-Living-Adjustment (COLA) results in a 5.9 percent increase to Social Security 

retirement benefits. 

The adjustment represents the largest single year boost since 1983 (+7.4 percent). Prior to 2022, COLAs 

had averaged a modest +1.65 percent increase over the past decade.

In 2021, the average monthly Social Security retirement benefit was $1,565, which would increase to 

approximately $1,657 following the 2022 COLA.

Social Security Benefits Increase 

The CARES Act provided an increased deduction for cash donations made to a public charity (excluding 

donor-advised funds and most private foundations), with taxpayers able to deduct up to 100 percent of 

adjusted gross income (AGI) for such gifts made in 2020 or 2021.

This increased deduction expired at the end of 2021; barring any renewal of the provision, cash donations 

to public charities are limited to 60 percent of AGI.

Adjusted Gross Income (AGI) Limitation for Charitable Gifts
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CURRENT 2022 FEDERAL TAX PROVISIONS

Federal Income Tax Brackets

Marginal
Tax Rate

Single Filers Head of Household Married Filing Jointly Trusts and Estates

10% 0 – 10,275 0 - 14,650 0 – 20,550 0 - 2,750

12% 10,276 – 41,775 14,651 - 55,900 20,551 - 83,550

22% 41,776- 89,075 55,901 - 89,050 83,551 – 178,150

24% 89,076 - 170,050 89,051 - 170,050 178,151 – 340,100 2,751 - 9,850

32% 170,051 – 215,950 170,051 – 215,950 340,101 – 431,900

35% 215,951 – 539,900 215,951 – 539,900 431,901 – 647,850 9,851 - 13,450

37% 539,901 + 539,901 + 647,851 + 13,451 +
Source: Tax Foundation. October 2021

Alternative Minimum Tax (AMT)

AMT Exemption
AMT Exemption 

Phaseout

Single and 
Head of Household

$75,900 $539,900

Married Filing Jointly $118,100 $1,079,800

The AMT exemption is reduced by $0.25 for each dollar that a 
taxpayer’s Alternative Minimum Taxable Income (AMTI) exceeds the 
phase-out threshold

Long-Term Capital Gains Tax Rates

Taxable Income: 

$41,675 Single
$55,800 Head of Household
$83,350 Married Filing Jointly

0% <

$41,676 - 459,750 Single
$55,801 - 488,500 Head of Household
$83,351 - 517,200 Married Filing Jointly

15% between

$459,750 Single
$488,500 Head of Household
$517,200 Married Filing Jointly

20% >
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CURRENT 2022 FEDERAL TAX PROVISIONS

On the lesser of net investment income or
Modified AGI above threshold:

$200,000 for Single/Head of Household
$250,000 for Married Filing Jointly 

Net Investment Income Tax (NIIT):

3.8%

On earned income above:
$200,000 for Single
$250,000 for Married Filing Jointly

Medicare Surtax:

0.9%

Standard Deduction vs. Itemized Deductions

Taxpayers may take the greater of the standard deduction or total itemized 
deductions

Itemized Deductions

Medical expenses greater than 7.5 
percent of adjusted gross income 
are deductible

SALT Deduction capped at $10,000 for 
the sum of: 1) property taxes and 
2) greater of state and local income 
taxes or sales taxes

Home mortgage interest on mortgages 
up to $750,000. 
(Note: Mortgages before 12/15/2017 
up to $1 million grandfathered.)

Charitable contributions (subject to AGI 
limits based on contributed property & 
receiving charity)

Standard Deduction

$12,950 
Single

$19,400 
Head of 

Household

$25,900 
Married Filing 

Jointly

“Must Know” Healthcare Taxes

Note: These threshold amounts are not indexed for inflation.

Investment income includes, but is not limited to:
• Interest
• Dividends
• Capital Gains
• Rental/Royalty Income
• Non-Qualified Annuities
• Business involved with Financial Trading
• Passive Activities

Note: These threshold amounts are not indexed for inflation.
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2021 2022

Contribution Limits for 401(k)/403(b) Plans $19,500 $20,500

Age 50+ Catch-up $6,500 $6,500

Contribution Limits for SIMPLE IRA Plans $13,500 $14,000

Age 50+ Catch-up $3,000 $3,000

Contribution Limits for IRAs $6,000 $6,000

Age 50+ Catch-up $1,000 $1,000

Contribution Limits for Defined Benefit Plans $230,000 $245,000

Contribution Limits for SEP IRA and Solo 401(k) Plan $58,000 $61,000

Retirement Benefit Limits 

Source: Internal Revenue Service

RETIREMENT PLANNING UPDATES

1. Maximize contributions to Retirement Plans (401(k), 403(b)), deferring at least your company’s match

2. Maximize after-tax assets in your portfolio:
• Maximize contributions to after-tax accounts

• Consider Backdoor Roth IRA contributions

• Consider Roth IRA conversion

3. Consider establishing a Spousal IRA

4. If self-employed, maximize retirement savings by contributing to a SEP-IRA, Keogh, Defined Benefit Plan or Solo 401(k) 

Ways to maximize retirement savings: 
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2022 CHARITABLE GIVING CONSIDERATIONS

The charitable giving landscape changed substantially in 2018, as the Tax Cut and Jobs Act nearly doubled the standard deduction but 

capped the state and local tax (SALT) deduction at $10,000 and eliminated “miscellaneous two percent itemized deductions.” Due to the 

new changes, taxpayers should evaluate if a portion of charitable giving would not produce a tax benefit. 

Taxpayers might benefit from accelerating (“bunching”) charitable gifts to maximize itemized deductions in a single tax year while 

taking the standard deduction in other years. This planning strategy can be particularly effective for charitably-inclined taxpayers without 

deductible medical expenses ( > 7.5 percent of AGI) and with no/minimal mortgage interest.

Scenario #1: Married Filing Jointly, Level Annual Charitable Giving

2022 - 2025

2022 – 2025

TOTAL

Mortgage Interest $9,000 $36,000

State & Local Tax (SALT) $10,000 $40,000

Charitable Gifts $30,000 $120,000

Itemized Deduction Total $49,000 $196,000

Greater of:  Itemized Deductions $49,000 $196,000

or $25,900 Standard Deduction

In the above example, the couple’s itemized deductions before charitable gifts total $19,000 (mortgage interest + SALT). Since the MFJ standard deduction is $25,900, the first $6,900 of charitables will not 

produce a tax benefit. In Scenario #2, the couple accelerates charitable giving into a single year (2022) to maximize itemized deductions and takes the standard deduction in subsequent years (2023-2025). The 

composition of itemized deductions is the same under both scenarios, yet Scenario #2 produces a greater tax deduction of $20,700 over the four-year period.

Scenario #2: Married Filing Jointly, Accelerated Charitable Giving

2022 2023 - 2025

2022 – 2025

TOTAL

Mortgage Interest $9,000 $9,000 $36,000

State & Local Tax (SALT) $10,000 $10,000 $40,000

Charitable Gifts $120,000 $0 $120,000

Itemized Deduction Total $139,000 $19,000 $196,000

Greater of:  Itemized Deductions $139,000 $25,900 $216,700

or $25,900 Standard Deduction

Planning Tip
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CHARITABLE GIVING VEHICLES

There are numerous considerations to evaluate whether a donor-advised fund or a private foundation (or a 
combination) might be an effective charitable giving vehicle. The table below provides an abbreviated comparison.

Planning Tip: Donor-Advised Funds vs. Private Foundations

Donor-Advised Fund Private Foundation

Start-up Time Immediate May take several weeks or months

Start-up Costs None Legal and other fees

Initial Contribution/
Minimum

Varies by sponsor, but often as low as $5,000 -
$10,000

No minimum, though due to start-up and ongoing 
administrative expenses, a larger starting balance 
(several million dollars) is generally advisable

Minimum Grant to Charity Varies by sponsor, but often as low as $50-$100 No minimum

Ability to Give Anonymously Yes, donor can choose whether to give publicly or 
anonymously

No, IRS Form 990 must report gifts

Ongoing Administrative Expenses Varies by sponsor, but typically starts ~0.60% Various tax & other expenses

Underlying Investment Expenses Varies by sponsor, with some investment options as 
low as 0.03%

Varies based on investments chosen & advisor

Tax Deduction for Gifts Up to 60% of AGI for cash gifts
Up to 30% of AGI for long-term securities

Up to 30% of AGI for cash gifts
Up to 20% of AGI for long-term securities

Annual Distribution Requirement None IRS requires minimum 5% annual distribution based 
on prior year’s net average assets

Tax Reporting Handled by the sponsor; donors do not report 
charitable grant activity

Responsible for tax filings and must annually file IRS
Form 990 

Excise Taxes None 1.39% of net investment income
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Federal Estate Planning Limits

2021 2022

Estate Exclusion $11,700,000 $12,060,000

Maximum Estate Tax Rate 40% 40%

Lifetime Gifting Exemption $11,700,000 $12,060,000

Maximum Gift Tax Rate 40% 40%

Annual Exclusion Gift $15,000 $16,000

Annual Gifting Limit to 
U.S. Citizen Spouse

Unlimited Unlimited

Annual Gifting Limit to 
Non-U.S. Citizen Spouse

$159,000 $164,000

ESTATE PLANNING UPDATES

No Clawback

• The Tax Cuts and Jobs Act (TCJA) 

significantly increased the estate exclusion 

amount (presently $12.06 million for 2022), 

though there had been concern that 

individuals taking advantage of the higher 

exclusion amount might one day owe 

additional tax for prior gifts, should the 

estate exclusion decrease after 2025.

• In November 2019, the Treasury 

Department and IRS issued final 

regulations that individuals utilizing the 

increased gift and estate tax exclusion 

amounts from 2018 to 2025 would not be 

adversely impacted after 2025, should the 

exclusion revert to pre-2018 levels.

• Key Takeaway: Individuals who have – or 

are likely to have – a taxable estate and

who have sufficient assets for retirement 

may want to consider gifting additional 

assets to loved ones while the exclusion 

amount stands at an increased level.
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Estate Exclusion & Lifetime Gift Tax Exemption



• A Will appoints guardians for your children and 
spells out specifically how you want your property 
split

• A Living Trust avoids probate, allows for privacy, 
and designates how assets are to be divided upon 
your death

• A Healthcare Power of Attorney allows you to 
designate a Healthcare agent to make healthcare 
decisions in the event you are unable to make 
decisions for yourself

• A Financial / Property Power of Attorney allows you 
to designate an agent to make financial decisions in 
the event you are unable to make decisions for 
yourself

• Joint accounts transfer to a designated person upon 
death, it is important to review co-ownership 
provisions and the titling of accounts

• Some assets (such as IRAs, Life Insurance, and 
Annuities) pass to your designated Beneficiaries. It 
is very important to periodically review beneficiary 
designations and coordinate with the overall estate 
plan.

• The Spousal Lifetime Access Trust (SLAT) has 
become a popular estate planning strategy to take 
advantage of current lifetime gift tax exemptions 
($12.06 million each)

• Grantor Retained Annuity Trusts (GRAT) seek to pass 
assets to beneficiaries free of estate and gift tax that 
have appreciated over the IRS Section 7520 interest 
rate

• Explore Charitable Trust, Donor-Advised Fund and 
Foundation Options

• Since Life Insurance is not necessarily estate tax-
free, consider establishing an Irrevocable Life 
Insurance Trust

• Qualified Personal Residence Trust (QPRT)

• Intra-Family Loans can provide family members 
lower borrowing rates than traditional financing 
options

• Special Needs Trusts ensure the proper passing of 
assets to ensure beneficiaries with special needs are 
not disqualified from entitled benefits

Planning for and documenting the transfer of assets 
with minimized tax and transfer cost. Review upon life 
events (marriage, divorce, birth, adoption, etc.)

Further enhance the direction of assets, minimize 
Estate Taxes or increase Asset Protection

For Complex Estate Tax Issues 
or Liability Concerns

• Domestic and Offshore Asset Protection Trusts offer 
those in high liability fields of work and those with 
high estate tax brackets options to reduce liability 

• Self-Cancelling Notes allow the exchange of 
property for periodic payments based upon 
mortality

• Family Limited Partnerships and Family LLC’s
provide legal, financial, and tax structure to family 
businesses

Portability allows you to use your spouse’s 
unused estate tax exclusion. While portability 
was made permanent for federal estate tax 
purposes, you should check if your resident state 
also allows for portability of a deceased spouse’s 
unused estate exclusion. In the event your 
resident state does not allow for portability, it 
may make sense for both spouses to have assets 
in their respective name (or trust’s name) up to 
the resident state’s estate exclusion amount.

Concept Check: Portability

GUIDE TO ESTATE PLANNING

Level One 

(Must Haves)

Level Two 

(Considerations)

Level Three 

(Advanced)

10



TAX ADVANTAGES OF GIFTING

Parent 1

Child 1

Grandchild 1 Grandchild 2 

Child 2 Spouse

Grandchild 3

Gift $16k to each person

+ $32,000

+ $32,000+ $32,000+ $32,000

+ $32,000

Individuals who are likely to one day have a taxable estate should consider annual exclusion gifts as a means to 

reduce the size of the estate. 

As of 2022, the current annual gift exclusion was slightly increased and now enables a donor to transfer up to 

$16,000 per donee; gifts above $16,000 are allowed but may require using a portion of one’s lifetime gift tax 

exemption and may require filing a gift tax return. Consider consulting an estate planning attorney on the 

proper titling of gifts and evaluate ideal savings/investing vehicles for the donee(s). 

Additionally, tuition payments made directly to an educational institution and payments made directly to a healthcare 

provider for a person’s medical care do not constitute gifts (and thus do not count toward the $16,000 annual 

exclusion gift limit). Given the considerable expense often associated with private school or college, direct tuition 

payments can serve as a meaningful planning opportunity to reduce the size of a taxable estate.

Parent 2 Example:

Each donor can individually gift to each 

donee $16,000 per year, which equates up 

to $32,000 gifted to each recipient annually 

(from a couple). 

In this example, the parents (the first 

generation) are able to transfer $192,000 

tax-free each year to their heirs to reduce 

the size of their total estate, which may 

produce significant estate tax savings.

Gift $16k to each person

+ $32,000
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EDUCATION PLANNING

With college costs steadily rising, a four-year education has become an increasingly expensive proposition. 

Over the last 10 years, published tuition and fees and room and board (TFRB) expenses have increased 11 

percent above inflation for public four-year institutions and 14 percent above inflation for private nonprofit four-

year institutions.

$123,233

$97,504

$60,358

$41,586

$94,630

$74,873

$46,348

$31,933

$72,666

$57,495

$35,591

$24,522

$55,800

$44,150

$27,330

$18,830

Private Nonprofit,
Four-Year

Public Four-Year
(Out-of-State)

Public Four-Year
(In-State)

Public Two-Year

Average Estimated Full-Time Undergraduate Expenses (2021-2022)

Current (2021-2022)

Estimated Future Cost
(in 6 Years)

Estimated Future Cost
(in 12 Years)

Estimated Future Cost
(in 18 Years)

Current expenses via College Board’s “Trends in College Pricing and Student Aid 2021.” Calculations for estimated future college expenses assume a 4.5 percent 

annualized increase.
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529 Plan

• Tax-free investing and distribution for qualified college education expenses, as well as distributions up to $10,000 per child 

per year for K-12 expenses and cost of apprenticeship programs, and up to $10,000 for qualified student loan repayments 

(lifetime limit).

• With limited exceptions, non-qualified withdrawals are taxed as ordinary income plus a 10 percent penalty on the earnings.

• Can change beneficiaries.

• Investment allocation can be changed up to twice per year for previously invested funds.

• No income limits for contributors. Special provisions allow for up to five years of annual gift exclusions to be 

made within a single year ($80,000 as individual, $160,000 as a couple). 

• 49 states and the District of Columbia offer a 529 plan; 34 states offer resident tax benefits

o Illinois: IL taxpayers can deduct up to $10,000 (single) or $20,000 (married filing jointly) per year for aggregate 

contributions to Illinois 529 plans. Rollovers – contributions only, not earnings – from other state 529 plans also 

qualify for the deduction.

o Seven tax parity states offer taxpayers a deduction for contributions to any state’s 529 plan: 

▪ Arizona, Arkansas, Kansas, Minnesota, Missouri, Montana and Pennsylvania

o Seven states currently have a state income tax, but do not offer a deduction for contributions: 

▪ California, Delaware, Hawaii, Kentucky, Maine, New Jersey and North Carolina

Custodial Account (Uniform Gifts to Minors Act/Uniform Transfer to Minors Act)

• Funds must be used for child’s benefit, not necessarily for college

• High impact on financial aid eligibility

• Child assumes full control at age of majority (generally age 18 or 21)

• Under the “kiddie tax” rules (for dependent children under age 19, or full-time college students under age 24), unearned 

income above $2,200 is generally taxed at the parent’s income tax rate 

COLLEGE SAVINGS CONSIDERATIONS
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GUIDE TO RISK MANAGEMENT

A thoughtful risk management (insurance) plan requires periodic evaluations to reassess 

objectives and sufficiency of coverages.

Review the reasons, necessity and beneficiaries of life insurance policies as circumstances and objectives may have changed 
since the original purchase. 

Life Insurance

Disability Insurance generally replaces up to 60 percent of income in the event of disability and can vary upon length. It is
important to understand the definition of disability in your policy and whether it covers your own-occupation or any-
occupation, particularly for those who are in careers with high specialization (ex. Surgeon, Medicine, Construction, etc.).

It is important to review coverage options, particularly for those who are retiring early. Insurance options are available on
healthcare exchanges while eligibility for Medicare begins at age 65. While Medicare provides basic medical coverage, 
purchasing additional coverage such as a Medigap or a supplemental policy may make sense. 

Protects against prolonged illness, accident and disability – not covered by traditional health insurance. It may be 
advantageous to start the conversation at age 50, review by age 60 but likely no later than age 70.

Disability
Insurance

Health
Insurance

Long-Term
Care Insurance

It is important to review your Auto and Homeowners policies to ensure you are adequately covered. Purchasing an umbrella 
liability policy to augment existing home and auto policies may be beneficial. Umbrella insurance can help protect against 
major claims and lawsuits. It is advisable to purchase a coverage amount that equals current net worth (at a minimum) and 
perhaps also factors in anticipated future increases to net worth. 

Property & Casualty
Insurance
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DISCLOSURES
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Investments carry the risk of loss, including the potential loss of capital invested, which clients should be prepared to bear. Past 
performance may not be indicative of future results.

This material is being provided to demonstrate the general thought process and methodology used by Edge when constructing a portfolio 
for an individual client. Any material referred to as ‘sample,’ ‘hypothetical’ or ‘for information purposes only’ should not be interpreted as 
an assertion of the Firm’s demonstrated skill as an investment manager or of portfolio performance experienced by any Edge clients. 
There can be no assurance that any client is likely to achieve the hypothetical results shown. 

Expected results and other information in this presentation are “forward-looking statements” under applicable securities laws Forward-
looking statements are provided to allow clients and potential clients the opportunity to understand Edge’s beliefs and opinions in respect 
of the future. These statements are not guarantees of future performance and undue reliance should not be placed on them. Such 
forward-looking statements necessarily involve known and unknown risks and uncertainties, which may cause actual performance and
financial results in future periods to differ materially from any projections of future performance or result expressed or implied by such 
forward-looking statements. Although forward-looking statements are based upon what Edge believes are reasonable assumptions, there 
can be no assurance that forward-looking statements will prove to be accurate, as actual results and future events could differ materially 
from those anticipated in such statements.

Since each portfolio will be tailored to the specific client’s unique investment objectives and tolerance for risk, a client's actual portfolio and 
investment objective(s) for accounts managed by Edge may look significantly different from this or other models, as appropriate.

Index information reflects the reinvestment of dividends and is included merely to show the general trend in the equity markets for the 
periods indicated. It is impossible to invest directly in an index.

The opinions expressed herein are those of Edge and the report is not meant as legal, tax or financial advice. You should consult your 
own professional advisors as to the legal, tax, or other matters relevant to the suitability of potential investments. 

The external data presented in this report have been obtained from independent sources (as noted) and are believed to be accurate, but 
no independent verification has been made and accuracy is not guaranteed. 

This presentation is solely for the recipient. By accepting this report, the recipient acknowledges that distribution to any other person is 
unauthorized, and any reproduction of this report, in whole or in part, without the prior consent of Edge is strictly prohibited. 

This communication is not to be construed as an offer to sell or the solicitation of an offer to buy any security.

All figures are estimated and unaudited. 

Copyright © 2022 Edge Capital


