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HOW WILL THEY AFFECT YOUR TAX SITUATION?

The IRS has released its 2026 cost-of-living adjustments for more than 60 tax provisions. With the One Big Beautiful
Bill Act (OBBBA), many elements of the Tax Cuts and Jobs Act (TCJA) are now permanent or updated, including several
key deduction provisions. You'll see OBBBA-related changes noted throughout.

As you prepare 2025 year-end tax planning strategies, be sure to factor in these updated 2026 amounts.

Impact on Individual Income Tax Brackets
Tax-bracket thresholds increase for each filing status, but because they're based on percentages, they increase more

significantly for the higher brackets. For example, the top of the 10% bracket will increase by $475-$950, depending on
filing status, but the top of the 35% bracket will increase by $8,550-$17,100, depending on filing status.

2026 Ordinary Income Tax Brackets

HEAD OF MARRIED FILING JOINTLY § MARRIED FILING
TAX RATE SINGLE HOUSEHOLD OR SURVIVING SPOUSE SEPARATELY
10% $0-$12,400 $0-$17,700 $0-$24,800 $0-$12,400
12% $12,401-$50,400 $17,701-$67,450 $24,801-$100,800 $12,401-$50,400
22% $50,401-$105,700 $67,451-$105,700 $100,801-$211,400 $50,401-$105,700
24% $105,701-$201,775 $105,701-$201,750 $211,401-$403,550 $105,701-$201,775
32% $201,776-$256,225 $201,751-$256,200 $403,551-$512,450 $201,776-$256,225
35% $256,226-$640,600 $256,201-$640,600 $512,451-$768,700 $256,226-$384,350
37% Over $640,600 Over $640,600 Over $768,700 Over $384,350

Note that the OBBBA makes the rates and brackets permanent. The income tax brackets will continue to be annually
indexed for inflation.

The OBBBA makes permanent and slightly increases the TCJA’s nearly doubled standard deduction for each filing status.
The amounts will continue to be annually adjusted for inflation.

In 2026, the standard deduction will be $32,200 for married couples filing jointly, $24,150 for heads of households,
and $16,100 for singles and married couples filing separately.

How Is the Alternative Minimum Tax (AMT) Affected?

The alternative minimum tax (AMT) is a separate tax system that limits some deductions, doesn’t permit others and
treats certain income items differently. If your AMT liability exceeds your regular tax liability, you must pay the AMT.
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Like the regular tax brackets, the AMT brackets are annually indexed for inflation. In 2026, the threshold for the 28%
bracket will increase by $5,400 for all filing statuses except married filing separately, which will increase by half that

amount.
2026 AMT Brackets
HEAD OF MARRIED FILING JOINTLY | MARRIED FILING
TAX RATE SINGLE HOUSEHOLD OR SURVIVING SPOUSE SEPARATELY
26% $0-$244,500 $0-$244,500 $0-$244,500 $0-$122,250
28% Over $244,500 Over $244,500 Over $244,500 Over $122,250

The AMT exemption amounts were significantly increased under the TCJA. The OBBBA makes the higher exemptions
permanent, continuing to index them for inflation. The exemption amounts in 2026 will be $90,100 for singles and
heads of households, and $140,200 for joint filers, increasing by $2,000 and $3,200, respectively, over 2025 amounts.

The AMT exemption phases out over certain income ranges. It's completely phased out if AMT income exceeds the top of
the applicable range.

Under the OBBBA, the income thresholds for the phaseout revert to their 2018 levels for 2026 (i.e., removing the
inflation adjustments that had been made for 2019-2025) and then will be annually adjusted for inflation again in
subsequent years. Also, the OBBBA phases out the exemption twice as quickly beginning in 2026.

So, the exemption phaseout ranges in 2026 will be $500,000-$680,200 for singles and heads of household and
$1,000,000-%$1,280,400 for joint filers. These are significantly lower than the 2025 ranges of $626,350-$978,750
and $1,252,700-%$1,800,700, respectively.

Amounts for married couples filing separately are half of those for joint filers.

Education and Child-Related Tax Breaks

Certain child-related breaks are annually adjusted for inflation but don't necessarily go up every year. In addition, these
breaks are limited based on a taxpayer’s modified adjusted gross income (MAGI). Taxpayers whose MAGIs are within an
applicable phaseout range are eligible for a partial break — and breaks are eliminated for those whose MAGIs exceed the
top of the range. Here are the 2026 figures for two important child-related breaks:

The Child Tax Credit. The OBBBA makes permanent the TCJA's $2,000 per qualifying child credit amount, plus it
increases it to $2,200 for 2025. The OBBBA also adjusts the credit annually for inflation starting in 2026. However,
because inflation is relatively low and the dollar amount of the credit is relatively small, the credit will remain at $2,200
for 2026. The OBBBA also makes permanent the annual inflation adjustment to the limit on the refundable portion of
the credit, but, again, there's no increase for 2026. The refundable portion will remain at $1,700.

Beware that the Child Tax Credit phases out for higher-income taxpayers, and the phaseout thresholds aren’t inflation-
indexed. Under the OBBBA, they’re permanently $200,000 for singles and heads of households, and $400,000 for
married couples filing jointly.

The Adoption Credit. The MAGI "phaseout limit" would be more accurate; range remains $40,000 for eligible taxpayers
adopting a child will increase in 2026 — by $5,890. It will be $265,080-$305,080 for joint, head of household and
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single files. The maximum credit will increase by $390, to $17,670 in 2026. Under the OBBBA, a portion of the
credit is refundable, and that portion is annually indexed. For 2026, the refundable portion is $5,120 (up from $5,000
for 2025).

Will Gift and Estate Taxes Change?

The unified gift and estate tax exemption and the generation-skipping transfer (GST) tax exemption had been scheduled
to return to an inflation-adjusted $5 million in 2026. But the OBBBA permanently increases both exemption amounts to
$15 million for 2026 and annually indexes the amount for inflation after that.

The annual gift tax exclusion in 2026 remains the same as the 2025 amount: $19,000 per giver per recipient.

Understanding Changes for Retirement Plans

For 2026, most limits increased with the exception of certain catch-up contributions limits, the highly compensated
employee compensation amount, the maximum withdrawal amount for emergency expenses, and limits fixed by statute,

TYPE OF LIMITATION 2025 LIMIT 2026 LIMIT
Elective deferrals to 401(k), 403(b), 457(b)(2), and 457(c)(1) plans $23,500 $24,500
Annual benefit for defined benefit plans $280,000 $290,000
Contributions to defined contribution plans $70,000 $72,000
Contributions to SIMPLEs $16,500 $17,000
Contributions to traditional and Roth IRAs $7,000 $7,500
“Catch-up” contributions to 401(k), 403(b), 457(b)(2), and 457(c)(1) plans $7,500 $8,000
for those age 50 and older

Catch-up contributions to SIMPLEs $3,500 $4,000
Catch-up contributions to IRAs $1,000 $1,100
Compensation for benefit purposes for qualified plans and SEPs $350,000 $360,000
Minimum compensation for SEP coverage $750 $800
Highly compensated employee threshold $160,000 $160,000

Several retirement plan limits increase for 2026, giving employees and business owners additional opportunities to save.
Defined benefit plans see the annual accrual limit rise to $290,000 (from $280,000), while defined contribution plans

increase their annual additions limit to $72,000 (from $70,000). Employees contributing to 401(k), 403(b), and similar
plans will also benefit from a higher elective deferral limit of $24,500 (up from $23,500).
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Key compensation thresholds shift as well. The annual compensation limit moves to $360,000 (from $350,000), and
the threshold used to determine “key employee” status in top-heavy plans increases to $235,000 (from $230,000). The
“highly compensated employee” threshold remains at $160,000.

Catch-up opportunities continue to expand. Individuals age 50 or older can now contribute an additional $8,000 (up
from $7,500), while the special super catch-up contribution for individuals turning age 60-63 remains $11,250.
Employees with more than $150,000 in FICA wages from the same employer in the prior year (up from $145,000)
may also be required to designate catch-up contributions as Roth contributions. SIMPLE plan contribution limits rise to
$17,000, and Section 457(b) plan limits increase to $24,500.

Traditional IRAs:

Traditional IRA contribution limits also increase for 2026. The maximum deductible contribution rises to $7,500
(from $7,000), and the age-50-and-over catch-up contribution increases to $1,100 (from $1,000). Your ability to
deduct contributions continues to depend on your modified adjusted gross income (MAGI) and whether you or your
spouse are active participants in an employer-sponsored plan.

Updated MAGI phase-out ranges include:

e Married filing jointly (active participant): $129,000-$149,000

¢ Single or head of household (active participant): $81,000-$91,000
¢ Not an active participant, but spouse is: $242,000-$252,000

Taxpayers within these ranges may deduct a partial contribution, but a taxpayer whose deduction is reduced or
eliminated can make nondeductible traditional IRA contributions. The $7,500 contribution limit (plus $1,100
catch-up if applicable and reduced by any Roth IRA contributions) still applies. If your MAGI is too high for you to
make any sort of contribution (or to fully contribute) to a Roth IRA, contributions to a nondeductible traditional IRA
may be advantageous.

Roth IRAs:

Roth IRA limits follow a similar pattern. For 2026, the MAGI limit for making a full Roth IRA contribution increases to
$242,000 (from $236,000) for married couples filing jointly and to $153,000 (from $150,000) for single filers and
heads of household.

Roth IRA MAGI phase-out ranges for 2026 are:
e Married filing jointly: $242,000-$252,000
e Single and head of household: $153,000-$168,000

As always, taxpayers within the phase-out range can make a reduced contribution, while those above the top of the range
cannot contribute to a Roth IRA for the year.

Planning for Impact

Cost-of-living adjustments can meaningfully influence your tax outlook, making it important to know how these changes
apply to you. The full 2026 COLA update is available on the IRS website, and your CRI advisor can help you break down
the numbers and create a tax strategy aligned with your goals and tailored to your specific needs.

tThis is not a CPA firm.
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