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TAX
CONSIDERATIONS
UNDER OBBBA

The One Big Beautiful Bill Act (“OBBBA”) recently signed by
President Trump made permanent several provisions of the Tax Cuts
and Jobs Act (“TCJA”) that were set to expire on December 31, 2025,
as well as adding or modifying provisions that may impact your tax
planning. OBBBA is a massive bill, and we are highlighting only
some of its more notable provisions. As you will see, many of the

new rules are temporary or limited by a taxpayer’s Adjusted Gross
Income (“AGI”).

Transfer Tax Provisions:

Estate, Gift and Generation-Skipping Transfer (“GST”)
Tax Exemptions.

As noted in our earlier client alert, the federal estate, gift and GST
tax exemptions will increase to $15 million ($30 million for married
couples) on January 1, 2026. Thereafter, the exemptions will be
adjusted annually for inflation. Significantly, these exemptions

are now permanent, meaning they are not scheduled to expire or
“sunset,” as was the case under the TCJA. This permanence takes the
guess work out of planning for the exemptions.

Comment: The Connecticut estate tax exemption matches the
federal exemption. However, other states, such as New York and
Massachusetts, have state estate taxes whose exemptions are lower
than the federal exemption. As always, if you live, or own real estate,
in any of those states, you should plan for those state estate tax
exemptions to avoid, or minimize, estate taxes in those states.
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Income Tax Provisions:
TCJA Provisions Made Permanent by OBBBA

Income Tax Brackets. The 10%, 12%, 22%, 24%, 32%, 35% and 37% income tax brackets are now permanent.

Standard Deduction made permanent. The standard deductions are now permanent and will be adjusted annually
for inflation. For 2025, the standard deduction are as follows:

« Single or Married Filing Separately - $15,750
e Head of Household - $23,625
o Married Filing Jointly or Qualified Surviving Spouse - $31,500
Qualified Business Income Deduction (§199A). The 20% qualified business income (“QBI”) deduction for

certain pass-through entities under TCJA is now permanent. As a result, owners of partnerships, LLCs, and sole
proprietorships, as well as certain trusts that have QBI, may continue to be eligible to claim the deduction.

OBBBA Modifications and Additions

Expansion of the State and Local Tax (“SALT”) Deduction Cap. The TCJA limited the SALT deduction to
$10,000 per year which negatively impacted taxpayers in high income tax states. OBBBA addressed this, at least
temporarily, by increasing the SALT deduction for tax years 2025 — 2029, as follows:

o $20,000 for single taxpayers and $40,000 for married taxpayers filing jointly.

o The SALT deduction phases out beginning with AGI of $250,000 for single taxpayers and $500,000 for
married, joint filers. However, the SALT deduction will not be lower than $10,000 for single taxpayers or
married, joint filers.

o Although the SALT cap deduction will increase by 1% each year, this SALT cap deduction is scheduled to
sunset in 2030 at which time it reverts back to $10,000.

Comment: Because of the phase out, the actual SALT deduction available for high-income individuals under the
OBBBA may be diminished. Nevertheless, taxpayers in high income tax states, should consider itemizing their
deductions and potentially reduce their federal tax liability.

Charitable Provisions. OBBBA reinstated the $1,000 ($2,000 for married taxpayers filing jointly) charitable
deduction for taxpayers who claim the standard deduction.

Beginning in 2026, however, contributions to charitable organizations will be deductible only to the extent they
exceed .5% of the taxpayer’s AGL

Comment: You may wish to make larger charitable contributions in 2025 before the new OBBBA limitation
takes effect in 2026. If you are over the age of 70 V5 , distributions from your IRA made directly to a qualified
charity (up to $108,000 per individual, $216,000 for a married couple) may be a tax efficient way to achieve
your charitable goals.

Deduction for Seniors. Taxpayers over 65 may deduct $6,000 for individual taxpayers and $12,000 for married
taxpayers filing jointly (provided both spouses qualify). This deduction is available even if a taxpayer does not
itemize his or her deduction. However, the deduction phases out for single taxpayers beginning at AGI of $75,000
(for single taxpayers) and $150,000 (for joint taxpayers). The deduction for seniors is available only from 2025
through 2028.
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Qualified Small Business Stock (“QSBS”) Exclusion. For many years, the federal tax laws have provided an incentive

for taxpayers to invest in startups and small businesses, enabling founders or initial investors to exclude a portion
of any gain realized on the sale of QSBS. OBBBA increased the capital gain exclusion with respect to the sale of
QSBS held for at least five (5) years from $10 million to $15 million per taxpayer. This exemption will be effective as
of January 1, 2026.

For shares issued after July 4, 2025, OBBBA expands the definition of a small business to those with $75 million
or less in gross assets. OBBBA also introduces a tiered structure whereby QSBS shares held for at least three (3) or
four (4) years receive 50% or 75% of the exclusion.

529 Plan Expansion. The limit on annual withdrawals from Section 529 education accounts for K-12 expenses is
raised from $10,000 to $20,000. In addition, definition of qualified expenses is expanded to include testing and
tutoring fees for K-12 and postsecondary students.

No Tax on Tips. OBBBA provides for a deduction for up to $25,000 of income received as tips. Taxpayers are not
required to itemize their deductions to receive this benefit. This provision is effective from 2025 through 2027. The
deduction begins to phase out for single taxpayers with AGI of $150,000 and joint taxpayers with AGI of $300,000.

Child Tax Credit. The child credit is increased to $2,200 per child. The credit begins to phase out for single
taxpayers with AGI of $200,000 and for married taxpayers filing jointly with AGI of $400,000.

Auto Loan Interest. Beginning in 2025, taxpayers may deduct up to $10,000 of qualified interest paid with respect
to a car loan related to the purchase of a domestic vehicle. This deduction phases out at $100,000 of modified AGI
for single taxpayers and $200,000 of modified AGI for married taxpayers filing jointly. No deduction is available for
single taxpayers with income of $150,000 and income of $250,000 for married taxpayers.

EV Tax Credits. All clean vehicle credits are repealed for vehicles acquired after September 30, 2025.

Mortgage Interest Deduction Cap. The deduction for mortgage interest remains limited to the first $750,000
($375,000 for married taxpayers filing separate) of mortgage indebtedness.

We encourage you to contact us to discuss your income tax needs and questions. Our team of experienced tax
practitioners can provide tips for you to prepare for the implementation of OBBBA’s permanent provisions and to
maximize its temporary measures while they are still available to you.
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