TAX TRENDS AND DEVELOPMENTS

2023 FEpDERAL INCOME TAx RATES & BRACKETS,
Erc., AND 2022 MicHIGAN INCOME Tax RATE
AND PERSONAL EXEMPTION DEDUCTION

By Joserr W. CuNNINGHAM, |D, CPA

As the year-end approaches, there are frequently choices
to make involving taxes, such as when to take a taxable dis-
tribution from an IRA or retirement plan interest, perhaps
obtained via a QDRO.

Also, an individual’s federal income tax rate may be sig-
nificant in determining after-tax income available for spousal
&/or child support.

The IRS annually adjusts tax brackets for inflation to pre-
vent “bracket creep” — that is, an individual pays tax on some
income in a higher tax bracket simply because inflationary in-
creases in his/her income. Because of the relatively high rate
of inflation this year, the tax bracket adjustments are higher
than usual.

Thus, working people with the same income will have
higher take-home pay in 2023 and, hence, more disposable
income.

To assist with year-end tax planning, the 2023 brackets
are presented at right.

Federal Income Tax

The following are inflation adjusted tax rates and standard
deductions for 2023 as announced by the IRS (IR-2022-182,
October 18, 2022).

2023 Federal Income Tax Rates & Brackets

Tax Sinale Married Head of
Rates g Filing Jointly Household
$0 to
0,

10% $0 to $11,000 $0 to $22,000 $15.700

129 $11,000 to $22,000 to $15,700 to

’ $44,725 $89,450 $59,850

299 $44,725 to $89,450 to $59,850 to

° $95,375 $190,750 $95,350

249 $95,375 1o $190,750 to $95,350 to

° $182,100 $364,200 $182,100

399 $182,100 to $364,200 to $182,100 to

° $231,250 $462,500 $231,250

359 $231,250 to $462,500 to $231,250 to

0 $578,125 $693,750 $578,100

Over

0,
37% Over $578,125| Over $693,750 $578,100
Standard Deduction

o Single .o $13,850; $15,700 if over age 65
e Married Filing Jointly ......cccovvnnnnnnninnne. $27,700;
$29,200 if either party is over 65
e Head of Household .........cccooveevveerieiieiiereee, $20,800;

$22.650 if over 65

Personal Exemption

There is no federal income tax personal exemption. It was

eliminated by the Tax Cuts & Jobs Act. of 2018.
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Earned Income Tax Credit (EITC)

Maximum Earned Income Credit for 2023
Single/Head of

Household Married
No Children $ 600 $ 600
One Child $3,995 $3,995
Two Children $6,604 $6,604
Three or More
Children $7,430 $7,430

Credit Phase-Out Income Levels

No Children $ 9,800 - $17,640| $16,370 - $24,210
One Child $21,560 - $46,560 | $28,120 — $53,120
Two Children $21,560 - $52,918 | $28,120 - $59,478
Three or More

Children $21,560 - $56,838 | $28,120 - $63,398

2021 Long-Term Capital Gain Rates
e 0% for taxpayers in the 10% or 12% brackets.

e 15% for:
. Single filers with taxable income between $44,625
and $492,300

*  Married Filing Jointly with taxable income between
$89,259 and $553,850

. Head of Household with taxable income between
$59,750 and $523,050

e 20% for taxpayers with taxable incomes exceeding the
high end of the above ranges

Child Tax Credit

The Child Tax Credit remains $2,000 for qualifying chil-
dren. A qualifying child is, in general, a child of the taxpayer
who resides with the taxpayer for more than half of the year.

Michigan Income Tax

Tax Rate

The Michigan income tax rate remains unchanged at a
4.25% flat rate.

Personal Exemption

The number of personal exemptions a Michigan taxpayer
could claim had previously been tied to the number claimed
for federal tax purposes. With the elimination of federal tax
personal exemptions, Michigan enacted Senate Bill 748 (Bill),
signed by Governor Snyder on February 28, 2018.

Under the Bill, the reference to federal exemptions is re-
moved. The Michigan personal exemption deduction for 2022
is $5,000.
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