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Retirement Plan and Gift Tax Highlights 
for 2022
The IRS recently announced 2022 retirement plan contribution 
and gift tax limits. These included some limits that will be 
increasing and some that will be remaining the same as the 2021 
limits. See the changes in retirement plan and gift tax limits 
below.

Retirement Plan Highlights
The following limits are increasing for 2022:

• Maximum contributions for 401(k), 403(b) and eligible 
457(b) plans increases to $20,500

• The annual addition limit for defined contribution plans 
increases to $61,000

• The annual compensation limit increases to $305,000

The following limits will remain the same for 2022:
• The catch-up contribution limits for 401(k) plans remains 

at $6,500
• The IRA contribution limit remains at $6,000
• The IRA catch-up remains at $1,000

Why this matters
Increased retirement plan contribution limits are an opportunity 
to maximize your retirement savings. Your financial advisor can 
show you how increasing your annual contribution will impact 
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your retirement savings over the next 5, 10, 15, 20 years, or 
more! We can also help you decide if contributing to a Roth or 
a traditional retirement plan is better for your unique financial 
situation.

Gift Tax Highlights
• The annual gift tax exclusion is increased to $16,000 per 

recipient for 2022 (up from $15,000 in 2021). The limit 
for married couples will be $32,000 for 2022.

• The lifetime gift tax exemption is increased to $12.06 
million per individual (up from $11.7 million in 2021). 
The limit for married couples will be $24.12 million for 
2022.

Why this matters
The annual gift tax exclusion has been $15,000 for four years. The 
Internal Revenue Service has increased this limit to $16,000 due 
to inflation. The new limit allows you to transfer more money to 
your heirs tax-free; however, if you make gifts over the annual gift 
tax exclusion, you will have to file a gift tax return the following 
year.

It is also important to note that the lifetime gift tax exemption is 
set to be cut in half at the start of 2026. In an earlier version of the 
Build Back Better Act, a provision was included that would have 
cut the lifetime exemption in 2023, however, it was dropped from 
the legislation in November. It is not currently clear whether that 
provision will be back in the final version of the plan. Because of 
this, we are encouraging clients who are interested in using the 
higher lifetime gift tax exemption to talk to their financial advisor 
to plan their gifts before changes to the law are implemented.

We’re All In
If you have any questions or would like to discuss your retirement 
savings, Roth conversions, gifting plans, the tax impact of these 
changes, or anything else, please do not hesitate to reach out to 
your financial advisor. 
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Tax Laws That May Impact Businesses in 2022
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We wrapped up 2021 and businesses are 
making plans for 2022. At the time of 
writing this, Biden’s Build Back Better Plan, 
which includes numerous pending tax law 
changes, is still up in the air. 

Biden’s proposal is currently stalled 
in the Senate with plans for a vote in 
early January. The framework includes 
numerous provisions that may impact 
business owners including a 15% minimum 
tax for large corporations that report 
annual revenue of more than $1 billion to 
shareholders and a 15% minimum tax on 
foreign profits of U.S. corporations. The 
framework does leave out the expected 
lift of the $10,000 cap on SALT deductions 
that was put in place in 2017. Several 
proposals released by the House Ways 
and Means Committee are also omitted 
from this framework, including raising 
the current top 37% income tax rate or the 
20% top tax rate on investment income. 

Although the framework is still up in the 
air, businesses are now heading into tax 
season, and they must navigate existing 
tax law while considering the changes 
currently proposed in Washington.

Net Operating Loss Rules
Net operating losses generated in 2018 
through 2020 that are being carried 
forward into 2021 are limited to 80% of 
taxable income. For example, let’s say a 
business made $100k in 2021 but generated 
a net operating loss of $50k in 2017 and 
$50k in 2020. To calculate how much 2021 
income will be taxable, we would subtract 

the 2017 net operating loss of $50,000 from 
the $100,000 the business made in 2021 
(since the 2017 loss is not subject to the 
80% rule). The remaining net operating 
loss carried forward from 2020 will be 
limited to 80% of the remaining taxable 
income (80% of $50,000 = $40,000). The 
remaining $10,000 of income would be 
subject to tax.

The Build Back Better Plan does not 
currently have any changes pending to this 
rule, so it looks like this 80% limitation will 
remain unchanged. However, the Build 
Back Better Plan proposes expanding net 
investment income tax to include trade or 
business income. It does have a provision 
stating that the net operating losses will no 
longer be able to offset investment income. 
Businesses with net operating losses should 
talk to their tax advisor as this legislation 
develops. 

Employee Retention Credit (ERC)
The Infrastructure Bill eliminated the 
ability to claim the 2021 fourth quarter 
employee retention credit. Unfortunately, 
some businesses claimed the ERC before 
the Infrastructure Bill was passed on 
November 15th, 2021. 

If your business claimed advanced 
payment for the ERC in the fourth quarter, 
IRS Notice 2021-65 allows employers who 
received advanced payments to repay 
the payroll taxes by the due date of their 
applicable employment tax return. Fourth-
quarter 2021 Form 941 is due no later than 
January 31st, 2022. 

Deferred 2020 Employer Social Security 
Payments Are Due
As part of the CARES act, employers were 
able to defer employer Social Security 
deposits due between March 2020 and 
December 21, 2020. If your businesses 
elected to participate in this deferral, the 
first half of the payments were due as of 
December 31st, 2021, and the second 
half will be due on December 31st, 2022. 
Whether your businesses received an IRS 
notice requesting payment or not, you are 
expected to meet this deadline. Failing to 
do so will likely incur stiff penalties from 
the IRS.  

How Your Business Should Be Preparing
As you head into tax season, stay in contact 
with your tax and financial advisors 
to keep up-to-date on how developing 
legislation may impact your business. 
Proper planning can prepare your business 
to avoid surprises come Tax Day. 

-------------------------------------------------
Although the information has been gathered 
from sources believed to be reliable, it cannot 
be guaranteed. Federal tax laws are complex 
and subject to change. This information is 
not intended to be a substitute for specific 
individualized tax or legal advice. Neither Triad 
Advisors, nor its registered representatives, offer 
tax or legal advice. As with all matters of a tax 
or legal nature, you should consult with your 
tax or legal counsel for advice.

This article was originally published by The 
Baltimore Business Journal by The Prosperity 
Consulting Group.

Thank you to our clients and friends 
who have contributed to our Casey 
Cares Pajama Drive! We have 
collected many Pajamas and Gift 
Cards for critically ill children who 
spent their holidays in the hospital. 
Your generosity and support are 
greatly appreciated!


