
Unlock Potential 
Tax Savings
How The One Big Beautiful Bill May Open 
Up Opportunities For Retirement And Estate 
Planning Strategies

Key Provisions For Retirement Planning, Estate Preservation And 
Wealth Optimization Strategies.



It seems as if every few years tax laws change, and 
taxpayers have to figure out whether, and how, these 
changes affect their own situation. This year is no different.

The One Big Beautiful Bill (OBBB) was signed into law on July 
4, 2025, with most provisions taking effect on Jan. 1, 2026, 
and applying to 2026 tax returns. The legislation permanently 
extends key provisions from the 2017 Tax Cuts and Jobs 
Act (TCJA) that were set to expire, preventing substantial 
tax increases for most Americans while increasing after-tax 
income.¹

Beyond preserving existing tax benefits, the bill introduces 
several new tax cuts for individuals and businesses. However, 
many individual tax benefits are temporary, applying only 
to tax years 2025 through 2028.² This creates planning 
challenges, as future congressional action will determine 
whether these provisions continue beyond President Donald 
Trump’s current term.

For a close-up view of how some of the permanent changes 
and temporary provisions may affect your tax return, check 
out the following changes and what each could mean to you.
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The new law retains the same number of income tax brackets.

2025 Income Tax Brackets³

RATE INDIVIDUALS MARRIED FILING JOINTLY
10% Up to $11,925 $23,850

12% $11,925 to $48,475 $23,850 to $96,950

22% $48,475 to $103,350 $96,950 to $206,700

24% $103,350 to $197,300 $206,700 to $394,600

32% $197,300 to $250,525 $394,600 to $501,050

35% $250,525 to $626,350 $501,050 to $751,600

37% $626,350 or more $751,600 or more

What This Means For You?

The tax system is progressive, so the more you make, the higher the tax rate on each 
block of subsequently higher income. In other words, even if your total income falls in a 
higher tax bracket, you won’t pay that rate on all of your income. For example, a single 
person earning $260,000 in 2025 would pay the following rates (assuming there are no 
adjustments for deductions, credits, etc.):

10% on the first $11,925 = $1,193

12% on the next $36,550 ($11,926 - $48,475) = $4,386

22% on the next $54,875 ($48,475 - $103,350) = $12,073

24% on the next $93,949 ($103,350 - $197,300) = $22,548

32% on the next $53,224 ($197,300 - $250,525) = $17,032

35% on the next $9,475 ($250,525 - $260,000) = $3,316

TOTAL TAX (unadjusted) = $60,548

While the new law prevents tax rates from returning to the higher pre-2017 levels, it may 
not feel like a dramatic tax cut since it largely maintains the status quo. The additional 
benefit comes from several new tax reductions that could provide meaningful savings for 
many taxpayers.
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Individual Tax Brackets Remain Unchanged
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Standard Deduction⁴ 
The standard deduction is permanently increased to $15,750 

for individuals and $31,500 for married couples filing jointly, 

establishing new baseline amounts for taxpayers, effective in 

2025. Beginning in 2026, these amounts will be adjusted annually 

for inflation, providing additional tax savings for the majority of 

taxpayers who don’t itemize.

“Senior Bonus” Deduction 
Nearly half of Social Security recipients currently pay federal 

income tax on their benefits, a dramatic increase from less than 

10% in the 1980s.⁵

To provide relief, the new law grants seniors over 65 an additional 

$6,000 bonus deduction from 2025 through 2028.⁶ The full 

deduction is available to taxpayers age 65 and older with a 

modified gross adjusted income (MAGI) of up to $75,000 for 

an individual filer and $150,000 for a couple filing jointly. (Each 

spouse can take the deduction, for a total of $12,000, if both 

are 65-plus.) Importantly, this “senior bonus” applies whether 

taxpayers itemize or take the standard deduction, making it 

accessible to virtually all qualifying seniors.⁷

What Does This Mean for You? 
A married couple, both age 65, earning $100,000 taking the 

standard deduction, the existing 65+ deduction, and the “senior 

bonus” deduction will see their taxable income shrink to $53,300.

The following page has examples of how taxpayers age 65+ may 

fare in 2025 compared to 2024.
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SINGLE
MAGI of $75,000 or less*

20248 2025
STANDARD DEDUCTION $14,600 $15,750

65+ ADDITIONAL DEDUCTION $1,950 $2,000

NEW SENIOR BONUS DEDUCTION $6,000

$16,550 $23,750

NET DIFFERENCE +$7,200

MARRIED FILING JOINTLY
MAGI of $150,000 or less*

20248 2025
STANDARD DEDUCTION $29,200 $31,500

65+ ADDITIONAL DEDUCTION $3,100 $3,200

NEW SENIOR BONUS DEDUCTION $12,000

$32,300 $46,700

NET DIFFERENCE +$14,400

* modified adjusted gross income

THIS “SENIOR BONUS” APPLIES WHETHER TAXPAYERS ITEMIZE OR TAKE THE 
STANDARD DEDUCTION, MAKING IT ACCESSIBLE TO VIRTUALLY ALL QUALIFYING 
SENIORS.⁹

Permanent Boost To Child Tax Credit¹⁰ 
Parents with children under 17 receive enhanced tax relief under the new law. The 
legislation increases the existing $2,000-per-child credit, implemented by the Tax Cuts and 
Jobs Act in 2017, to $2,200 and makes it permanent, preventing it from dropping back to 
$1,000 after 2025.

After 2025, the credit will be adjusted for inflation.
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Itemized Deductions
The new law introduces several changes that reshape 
how — and whether — taxpayers benefit from itemizing. 
While some deductions have been expanded or 
reinstated, others have been capped or eliminated 
entirely.

State And Local Taxes: Higher Salt 
Deduction 
Tax law limits the deduction for state and local 
taxes (SALT), which includes property taxes, state 
income taxes and local sales taxes (applicable only to 
taxpayers who live in states with no income tax). The 
new law increases the SALT deduction limit to $40,000 
in 2025 but phases out this benefit for taxpayers 
earning over $500,000. The cap increases 1% annually 
until it falls back to $10,000 in 2030.¹¹

Taxpayers in states with high property taxes and/
or high state income taxes, particularly those with 
incomes between $200,000 and $500,000, would see 
a significant reduction in their federal tax burden. This 
is because they could deduct a larger portion of their 
state and local taxes.¹²

Pass-Through Income Deduction 
The qualified business income deduction that was 
part of the 2017 Tax Cuts and Jobs Act becomes 
permanent, benefiting small business owners who 
report business income on their personal tax returns. 
The deduction, up to 20% of eligible revenue, applies to 
sole proprietorships, partnerships, S corporations and 
LLCs.¹³

What Could This Mean For You? 
Let’s say your spouse earns $100,000 as an employee 
and you earn $100,000 through your small business, 
so your combined income totals $200,000. After the 
$31,500 standard deduction, your adjusted gross 
income becomes $168,500. Under the 20% QBI 
deduction, you can deduct $20,000 from your $100,000 
business income, reducing your taxable income to 
$148,500.
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For a Deeper Dive into your 
Retirement Goals...

Book Your Free Retirement Tune-Up™ financial 
review today to explore your financial goals and 
preparedness for retirement.

See the potential benefits:

1. Personalized Goal Review
We start by understanding your unique retirement vision.

2. Financial Snapshot
Get a straightforward view of where you stand today.

3. No-Pressure Guidance
Receive actionable insights with no obligation.

Book today at wasmithfinancial.com/retirement-tune-up
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Other Changes

Deduction On Tips And Worker 
Overtime 
The law introduces new deductions from 2025 through 
2028 that provide tax relief on worker tips and overtime 
earnings. The tip deduction allows taxpayers to deduct 
up to $25,000 in tips annually, while the overtime 
deduction covers up to $12,500 in extra overtime pay. 
However, these deductions are limited to taxpayers 
earning $150,000 or less, with those who make more 
eligible for a reduced deduction. ¹⁴

What Could This Mean For You? 
If you were a server earning $40,000 in regular wages 
plus $20,000 in tips, you would only pay taxes on the 
$40,000 base salary.¹⁵

For overtime, if you earn $20 per hour regular pay and 
$30 per hour for overtime, you can deduct the $10 
premium from your taxable income, effectively making 
that portion of your overtime pay tax-free, up to the 
annual limit of $12,500.¹⁶

No Tax On Auto Loan Interest 
A new auto loan interest deduction from 2025 through 
2028 applies exclusively to new vehicles assembled in 
the United States. The deduction is capped at $10,000 
per year and phases out at a 20% rate for single filers 
earning above $100,000 and married couples above 
$200,000. This benefit is available regardless of whether 
you itemize or take the standard deduction.¹⁷

Alternative Minimum Tax (Amt) 
The law permanently extends the higher individual 
Alternative Minimum Tax (AMT) exemption amounts 
from the 2017 tax reform. The AMT exemption phaseout 
thresholds will revert back to the 2018 levels of 
$500,000 for single filers and $1 million for those filing 
jointly, indexed for inflation, and the phaseout rate is 
increased.¹⁸
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“Trump Account” Tax-Advantaged Savings For Kids 
These accounts are available only for children born between Jan. 1, 2025, and Jan. 1, 
2029, with funds invested in diversified index funds. Parents can contribute up to $5,000 
per child each year, while the government provides a one-time $1,000 contribution for 
each eligible U.S. citizen born during this period. Employers could also contribute up to 
$2,500 to an employee’s account without it counting as income for the employee.¹⁹

Children cannot access the funds until age 18, at which time the account becomes a 
traditional Individual Retirement Account (IRA). Money can be withdrawn from the 
account prior to retirement for certain expenses including education or to purchase a 
home. Investment gains are taxed at favorable long-term capital gains rates.²⁰

Charitable Deduction For Non-Itemizers 
The legislation creates a permanent charitable deduction of $1,000 for single filers and 
$2,000 for married couples filing jointly that can be claimed regardless of whether the 
taxpayer takes the standard deduction or itemizes.²¹

Estate Taxes 
The new law locks in the dramatically higher estate tax exemption from the 2017 tax 
reform, rescuing it from scheduled expiration. For 2025, individuals can shield $13.99 
million from estate taxes, while married couples protect $27.98 million.²²
These thresholds jump even higher in 2026 — to $15 million for individuals and $30 million 
for couples — with automatic inflation adjustments continuing indefinitely.²³

Just the $1 million exemption increase in 2026 could save a family $400,000 in estate 
taxes — money that stays with your heirs instead of going to the government.²⁴
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The One Big Beautiful Bill made sweeping changes to tax legislation that 
promise to have far-reaching budgetary and economic impacts.

The legislation is estimated to prevent tax increases for 62% of taxpayers 
who would have faced higher rates if the TCJA expired as scheduled.²⁵ 
However, concerns remain that the tax cuts and spending provisions could 
increase the budget deficit, requiring additional government borrowing that 
may ultimately reduce American incomes as debt service costs rise.²⁶

A future administration and Congress could decide to adjust or make 
wholesale changes by establishing new legislation.

Recognize that taxes — much like stock prices, the direction of interest rates 
and how long we can expect to live — are variables that are largely out of 
our control. The one thing we can focus on is our individual financial goals.

Your financial advisor can coordinate with other qualified professionals, such as a tax 
professional and estate planning attorney, to help address any tax concerns in your 
comprehensive strategy. If you’re not sure how tax changes might affect your unique situation 
or your retirement income, contact your financial advisor.

Take Charge Of Your Tax Bill With Proactive Planning

Questions about your financial plan?
If you’re concerned about the changing political environment and the possible effects on your 
financial future, contact us for a complimentary Retirement Tune-UpTM financial review. We can 
help you devise a strategy to navigate future uncertainty and help make sure you’re still on the 
right track toward your retirement goals.

		      See the potential benefits at wasmithfinancial.com/retirement-tune-up
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For nearly three decades, W.A. Smith Financial Group has been helping 
families achieve financial peace of mind through personalized strategies 
and expert guidance. Our approach is rooted in building long-term 
relationships and providing tailored solutions that align with your unique 
goals and values. 
 

     (866) 417-4156 

     contact@wasmithfinancial.com 

     wasmithfinancial.com

Disclosure 
The information contained herein: (1) is proprietary to W.A. Smith Financial Group and/or its content providers; (2) may not 
be copied or distributed; and (3) is not warranted to be accurate, complete, or timely. Any information herein about providers, 
speakers, and services does not constitute a recommendation or endorsement. This material is not to be distributed without 
express written consent of W. A. Smith Financial Group. In regards to your own financial situation, you should consult with a 
financial professional before acting on specific action or suggestions given. For legal or tax advice, you should contact your 
qualified attorney or CPA. Insurance and tax planning services offered through W. A. Smith Financial, LLC. Investing involves 
risk, including the potential loss of principal. No investment strategy can guarantee a profit or protect against loss in periods 
of declining values. Investment Advisory Services offered through Great Lakes Retirement, Inc., an SEC-Registered Investment 
Advisor. Registration does not denote any level of skill or qualification. Accolades through Crain’s Cleveland Business, Financial 
Advisor Magazine, and Inc. 5000 are awards that W.A. Smith Financial Group qualified for and are purchased placements.
This material is intended to provide general information to help you understand basic financial planning strategies and should 
not be construed as financial advice. All investments are subject to risk, including the potential loss of principal. No investment 
can guarantee a profit or protect against loss in periods of declining values. Neither the firm nor its agents or representatives 
may give tax or legal advice. Individuals should consult with a qualified professional for guidance before making any 
purchasing decisions.

The information contained in this material is believed to be reliable, but accuracy and completeness cannot be guaranteed; it 
is not intended to be used as the sole basis for financial decisions.

It is important that you do not use email to request, authorize or effect the purchase or sale of any security, to send fund 
transfer instructions or to affect any other transactions. Any such request, orders or instructions that you send will not be 
accepted and will not be processed. The text of this communication is confidential and use by any person who is not the 
intended recipient is prohibited. Any person who receives this communication in error is requested to immediately destroy the 
text of this communication without copying or further dissemination.

Recipients should be aware that all emails exchanged with the sender are automatically archived and may be accessed at 
any time by duly authorized persons and may be produced to other parties, including public authorities, in compliance with 
applicable laws.
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