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 Speaker of the House Mike Johnson 

signs the One Big Beautiful Bill Act before sending it on to President Donald TrumpChip 
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On July 4, 2025, President Donald Trump signed into law the nearly 900-page One 

Big Beautiful Bill, a comprehensive package of tax cuts and fiscal policy changes. 

The bill includes significant modifications to individual, estate and business tax 

provisions. Several aspects of the bill may have a meaningful impact on tax and 

estate planning strategies. 

Transfer Tax Exemptions Increased 

Provision: The estate, gift and generation-skipping transfer (GST) tax exemptions, 

currently $13.99 million per person, were scheduled to be cut in half next year. 
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The bill instead increases the base exemption to $15 million per person beginning 

in 2026 ($30 million per couple) and continues annual adjustments for inflation. 

Implications: With no scheduled sunset, the increased exemption provides 

additional transfer opportunities and benefits for clients. For most ultra-high-net-

worth clients, lifetime gifting advice should remain the same as it was prior to the 

bill. While lifetime gifting strategies still offer meaningful benefits, clients with 

smaller estates may now also focus more on income tax planning, including 

strategies that preserve basis step-up at death. 

SALT Deduction Increased  

Provision: For tax years 2025 through 2029, the state and local tax (SALT) 

deduction cap is raised to $40,000 per household, with this $40,000 limit phasing 

out for households with more than $500,000 in adjusted gross income (AGI). 

Beginning in 2026, the $40,000 cap increases 1% annually. In 2030, the cap 

returns to its current $10,000 level enacted in the 2017 Tax Cuts and Jobs Act (the 

TCJA). 

Implications: Taxpayers with AGI below $500,000 may benefit from accelerating 

SALT payments, recognizing income strategically, or bunching deductible expenses 

into the 2025–2029 window. For those near or above the income phase-out 

threshold, income-spreading strategies, such as the use of multiple non-grantor 

trusts, may help preserve deductibility. These structures can potentially multiply 

the benefit of the increased deduction before the cap reverts to $10,000 in 2030. 

Income Tax Rates Established under the TCJA Preserved 

Provision: The bill locks in the lower income tax brackets enacted by the TCJA, 

which were originally set to expire after 2025. More specifically, the top marginal 

rate remains at 37% (rather than reverting to 39.6%). The broader bracket ranges, 

standard deduction expansion and compressed rate structure remain in place with 

no scheduled sunset. 

Implications: With the lower TCJA rates now continued, taxpayers can build long-

term income recognition, charitable giving and trust distribution strategies with 

more confidence about marginal rate exposure. Families considering a Roth 



conversion may benefit from the certainty of the lower brackets, enabling them to 

convert at a reduced tax cost or bunch income into low-rate years without 

concern about a post-2025 rate increase. 

QSBS Election Benefits Expanded 

Provision: The bill enhances the benefits of Internal Revenue Code Section 1202’s 

qualified small business stock (QSBS) election by shortening the required holding 

period for partial gain exclusions and increasing eligibility thresholds. Taxpayers 

can now exclude 50% of gain after three years, 75% after four years and 100% 

after five years, while the lifetime gain exclusion cap increases to $15 million per 

issuer (up from $10 million), and the corporate asset threshold rises to $75 

million, both indexed for inflation starting in 2027. 

Implications: These changes enhance the attractiveness of QSBS treatment for 

early-stage C corporation (C corp) investments, offering shorter holding periods 

for partial exclusions and a higher lifetime cap. Investors should review current 

and prospective QSBS holdings, assess eligibility based on the new asset threshold 

and consider how entity structure may impact qualification. The expanded 

benefits may also tilt the balance toward C corp status in certain situations where 

pass-through treatment was previously preferred. 

QBI Deduction Preserved 

Provision: The bill continues the 20% qualified business income (QBI) deduction, 

repealing the sunset provision that would have eliminated the deduction after 

2025. This deduction allows owners of certain pass-through businesses, such as 

sole proprietorships, partnerships, S corporations and some trusts, to deduct up 

to 20% of their qualified business income, effectively reducing their taxable 

income and the marginal rate applied to it. 

 

Implications: With the deduction scheduled to continue, individuals with 

significant pass-through income can plan with greater certainty. Strategic income 

timing, aggregation elections and use of non-grantor trusts may continue to help 

preserve QBI eligibility. For clients engaged in specified service trades or 



businesses, proactive planning remains essential due to ongoing phase-out 

limitations based on income. 

Additional Items of Note 

• Trump accounts. Annual contributions up to $5,000 are permitted to a so-

called “Trump Account” set up for an individual under 18 years old. These 

accounts provide for tax-free growth and withdrawals if used for qualifying 

purposes (for example, first-time home purchase). Certain income limits do 

apply. For individuals born between 2025 and 2028, Treasury will provide a 

one-time $1,000 contribution to an account for that individual. 

• Scholarship tax credits. Individuals who fund scholarships through 

approved nonprofit organizations receive a federal tax credit, effectively 

incentivizing private educational giving. 

• Charitable giving limits. Before a taxpayer can take a charitable deduction, 

a 0.5% AGI floor applies, and the cap on the deductibility of cash 

contributions to qualified charities was increased indefinitely to 60% of AGI. 

• No tax on tips or overtime. Eligible workers can deduct up to $25,000 per 

year in tip income (regardless of filing status) and up to $12,500 of qualified 

overtime pay ($25,000 per year if filing jointly), in each case subject to 

certain qualifications, income phase-outs and a 2028 sunset. 

• Car loan interest. Individuals may deduct up to $10,000 in auto loan 

interest for personal-use vehicles assembled in the United States. This 

deduction phases out above certain income levels and sunsets in 2028. 

• 2/37 limitation on itemized deductions. All itemized deductions are 

reduced by 2/37 of the lesser of: (1) the total itemized deductions; or (2) 

the amount of taxable income in excess of the top 37% bracket threshold. 

This doesn’t apply to determining the deduction for qualified business 

income from pass-through entities. 

 



Tax-Planning Opportunities 

The bill’s elimination of sunset and targeted expansions offer meaningful tax-

planning opportunities, particularly for high-net-worth individuals and families. 

Some provisions, like the expanded SALT deduction, are time-sensitive. 

 


