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2026 Federal Income Tax Brackets for Individuals
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2026 Federal Income Tax Brackets for Trusts & Estates
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Temporary Senior Deduction

« Think: Personal exemption for seniors

- Taxpayers age 65+ on last day of the year may claim
a $6,000 deduction ($12,000 for joint filers if both

qualify)
« Effective for 2025 - 2028

« Phaseout once adjusted gross income > $75,000
(5150,000 for joint filers)

« No deduction if adjusted gross income > $175,000
(5250,000 for joint filers)

« No deduction for married couples filing separately
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CHARITABLE
DONATIONS

New Rules for Charitable Contributions

. As of 2026, non-itemizers can deduct up to $1,000 in
cash contributions ($2,000 for joint filers)

+ As of 2026, 0.5% floor on donations by individual
itemizers, with disallowed amounts maybe carrying
over up to 5 years



Understanding the New Overall Limit on
ltemized Deductions

« As of 2026, reduce total itemized deductions by
lesser of:
« 2/37 of total itemized deductions, or

« 2/37 of the amount by which (taxable
income + total itemized deductions)
exceeds 37% bracket threshold

« Applies to individuals and trusts!




Example of 2026 Charitable Contribution:
Individual

* T, an unmarried individual with a 2026 adjusted gross income of $1,000,000, donates
$105,000 to charity. This is T’s only itemized deduction for 2026. Recall the 37% tax
bracket for individuals in 2026 starts when taxable income exceeds $640,600.

* Apply §170(b)(1)(1) 0.5% floor:

Contribution $105,000
0.5% of $1,000,000 contribution base ($5,000)
Deduction amount $100,000

* Apply §68 overall limit on itemized deductions

Lesser of —
(1) 2/37 of $100,000 itemized deductions S5,405
or (2) 2/37 of $359,400 excess of AGI over $640,600 threshold  vs. $19,427

Deduction thus reduced to $100,000 - $S5,405 = $94,595 total deduction



Example of 2026 Charitable Contribution:
Trust Taxed as Separate Entity

* A trust treated as a separate entity for federal income tax purposes with a 2026 adjusted
gross income of $1,000,000 donates $105,000 to charity. This is the trust’s only itemized

deduction for 2026. Recall the 37% tax bracket for trusts in 2026 starts when taxable
income exceeds $16,000.

* The 0.5% floor does not apply!

* But §68 overall limit on itemized deductions does:

Lesser of —
(1) 2/37 of $105,000 itemized deductions S5,676
or (2) 2/37 of $984,000 excess of AGI over $16,000 threshold  vs. $53,190

Deduction thus reduced to $105,000 - $5,676 = $99,324 total deduction



| IBUNCHING
Bunching Example =

the
new

* Donor, an individual with an adjusted gross income of $500,000,
annually donates $20,000 to Charity.

* If Donor continues this practice over the next 3 years, each donation
is subject to the 0.5% floor.

 But if Donor gives $60,000 in one year, only one 0.5% bite applies.

ANNUAL GIFTS BUNCHED GIFT
2026 $20,000 - $1,081 = 518,919 2026 $60,000 - $1,081 = 558,919
2027 $20,000 - $1,081 = 518,919 2027
2028 $20,000 - 51,081 = 518,919 2028
TOTAL $56,757 TOTAL $58,919



Charitable Contribution Strategies

k|
STANDARD DEDUCTION TAXPAYERS

e Prioritize cash contributions

ITEMIZING TAXPAYERS

e Consider bunching contributions
3 * Run numbers on gifts through trusts

; QUALIFIED CHARITABLE DISTRIBUTIONS




Understanding the OB3 Act
Gambling Expenses and Losses

Pre-2018

* Wagering losses
limited to wagering
gains

* Business expenses of
professional gamblers
deductible

2018 - 2025

* Wagering losses
limited to wagering
gains

* Business expenses of
professional gamblers
treated as wagering
losses

2026 — forward

* 90% of wagering losses

deductible, but only to
extent of wagering
gains

* Business expenses of

professional gamblers
treated as wagering
losses
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Deduction for Personal SALT

Deduction limit temporarily Limit reduced by 30% of
increased (AGI — “threshold amount”)
Deduction Cap
2025 $40,000 2025 $500,000
2026 $40,400 2026 $505,000
2027 $40,804 2027 $510,050
2028 $41,212 2028 $515,151
2029 $41,624 2029 $520,302

2030 and later $10,000
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Deduction for Qualified Tips

Individuals can deduct up to $25,000 in “qualified tips”
received in jobs listed by IRS as those where tipping was
customary and regular

Effective for 2025 — 2028

Phaseout once adjusted gross income > $150,000
(5300,000 joint)

Deduction available to both itemizers and non-itemizers,
but “below the line”

“Qualified tips” = voluntary cash or credit card tips
received from customers or though tip sharing

No deduction for tips in specified service businesses

No deduction for married filing separately



New Business Tax Rules

* §179 expense limit increased to $2.56 million in 2026

* §168(k) bonus depreciation at 100% for property acquired after
January 19, 2025

e §1202 stock exclusion

For qualified small business stock acquired: | The amount of gain excluded under §1202 is:

On or before February 17, 2009 50% if held 5+ years

After February 17, 2009, but before

o/ 3 +
September 28, 2010 75% if held 5+ years

After September 27, 2010, but before

of 3 +
July 4, 2025 100% if held 5+ years

50% if held 3 years
On or after July 4, 2025 75% if held 4 years
100% if held 5+ years




Excerpt from §1402(a):

The term “net earnings from self-employment” means
the gross income derived by an individual from any trade
or business carried on by such individual, less the
deductions allowed by this subtitle which are
attributable to such trade or business, plus his
distributive share (whether or not distributed) of income
or loss described in section 702(a)(8) from any trade or

DO IImItEd pa rtners owe business carried on by a partnership of which he is a
self-employment tax? member....

(13) there shall be excluded the distributive share of any
item of income or loss of a limited partner, as such,

YES: Soroban Capital

Partners LP (Tax Court 2025) other than guaranteed payments described in section
e . 707(c) to that partner for services actually rendered to or

NO: SII’.IU.? SO/Ut’%’?S’. LLLPv. on behalf of the partnership to the extent that those

Commissioner (5% Cir. Jan. payments are established to be in the nature of

16, 2026) remuneration for those services;



FBAR Cases

—>Right to jury before the IRS
imposes penalty (Sagoo, N.D.
Tex., Sep 19, 2025;
Schwarzbaum, S.D. Fla., Mar
16, 2026)

—Penalties subject to
Excessive Fines Clause
(Saydam, N.D. Cal., Nov 18,
2025)

—>Tax Court lacks jurisdiction
(Jenner, 11t Cir., Dec 8, 2025)

— Reckless failure to file
triggers higher penalty (Reyes,
2d Cir., Jan 7, 2026)
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* Barney v. Commissioner (T.C., Dec 30):
Bargain sale to charity yielded $33
million deduction, not $132.4 million

* Glade Creek Partners, LLC v.
Commissioner (11" Cir., Jun 6):
Deduction for conservation easement on
land that is inventory limited to basis
(53.86 million), not its value ($8.9
million) or amount deducted ($17.5
million)




Farber v. Feldman
E.D. Pa., September 4, 2025

Assets exempt from the bankruptcy
estate include “Retirement funds to the
extent those funds are in a fund or
account that is exempt from taxation
under ... [IRC] §401, 403, 408, 408A,
414, 457, or 501(a).” 11 U.S.C.
§522(d)(12).

Inherited IRAs are not “retirement
funds” per Clark v. Rameker, 573 U.S.
122 (2014)






