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Dear Client:

We hope you had a happy holiday season. It is time to start thinking about your 2025 income
taxes. As a reminder, we have a client portal called SmartVault that can be utilized to share
documents between you and our office electronically.

Some changes affecting tax law have occurred this past year. We have highlighted below some
of the more significant changes for the tax years 2025 and 2026.

FOR INDIVIDUALS

Individual Retirement Account Distributions
For 2025 and 2026, the age for required minimum distributions (RMDs) from individual
retirement accounts is 73 years old.

Gift Tax Exclusion

In 2025 and 2026, the amount that can be gifted by a donor to another individual is $19,000 per
person. This amount can be given without having to pay gift tax or file any gift tax returns. New
York State does not have a gift tax.

Estate Tax Exemption

For tax year 2025, the federal estate tax exemption is $13,990,000. If estate assets are under this
exemption amount, then no estate taxes will be due upon death. This amount increases to
$15,000,000 in 2026. For NYS estate tax purposes, the 2026 exemption amount is $7,350,000,
up from $7,160,000 in 2025.

Retirement Plan Limits for 2026 .
For 2026, 401(k) contribution limits have increased to $24,500. Individuals aged 50 and older
will be able to make $8,000 in additional catch-up contributions.

New for 2026, 401(k) catch-up contributions for employees aged 50 and older whose annual
compensation exceeds $150,000 in 2025 can only make catch-up contributions to a post-tax Roth
401(k).

For SIMPLE Plans, the elective deferral amount is $17,000 for 2026. The catch-up contributions
for 2026 individuals aged 50-59, and 64 or older is $4,000. However, for employers with 25 or



fewer employees, the employer deferral amount is $18,100; for individuals aged 50-59, and 64 or
older, the catch-up contribution is $3,850.

For both 401(k) and SIMPLE plans, there is a still an even higher catch-up contribution limit
applicable only for employees aged 60 to 63. This higher contribution limit is $11,250 for 401(k)
plans and $5,250 for SIMPLE plans.

Individual IRA Contributions for 2025 and 2026

For 2025, the annual IRA contribution limit is $7,000 and the catch-up contribution limit for
those 50 or older is $1,000. For 2026, the annual IRA contribution limit increases to $7,500 and
the catch-up contribution limit for those 50 or older increases to $1,100.

Qualified Charitable Distributions (QCDs)

IRA owners age 70 % and older can transfer up to $111,000 in 2026 (up from $108,000 in 2025)
from their IRA directly to a qualified charity. QCDs can count towards your Requirement
Minimum Distributions, but they are not taxable and not added to your Adjusted Gross Income.

Inherited Retirement Accounts

If you inherited a retirement account (traditional or Roth) from someone who passed away in
2020 or later, you have 10 years from the date of death to distribute the full amount of the
account. The IRS issued regulations requiring annual distributions over the entire 10-year period.
These RMDs were required to be taken starting in 2025. The beneficiary does not need to make
up for missed distributions from 2021 through 2024, but the entire amount must be withdrawn by
10 years from the date of death.

Child Tax Credit

In 2026, the child tax credit is $2.200 per child for children under the age of 17 if parent(s)
income is not more than $200,000 ($400,000 if filing a joint return). The refundable portion is
$1,700.

Deduction for Taxpayers Age 65 or Older

For tax years 2025-2028, individuals age 65 or older can claim a new $6,000 senior deduction.
The deduction is available to both itemizers and non-itemizers. The deduction is phased out for
taxpayer's modified adjusted gross income (MAGI) above $75,000 (single) or $150,000 (joint).

Individual SALT Limitation

The state and local tax (SALT) deduction cap is temporarily increased to $40,000 for 2025
(indexed for inflation), before reverting to $10,000 in 2030. For those with MAGI above
$500,000 in 2025, the deduction phases out, but will not drop below $10,000.

Tips

There is a new deduction in 2025 of up to $25,000 for "qualified tips," subject to phaseout for a
taxpayer with MAGI exceeding $150,000 ($300,000 for joint filers). The deduction is set to
expire after 2028.

Overtime

There is a new deduction in 2025 of up to $12,500 ($25,000 for joint filers) for "qualified
overtime compensation,” subject to phaseout for a taxpayer with MAGI exceeding $150,000
(8300,000 for joint filers). The deduction is set to expire after 2028. The IRS will update
withholding procedures beginning in 2026 to reflect the new deduction.



Car Loan Interest Deduction

For tax years 2025-2028, individuals can deduct up to $10,000 per year in interest paid on loans
for new personal-use vehicles even if they do not itemize deductions. The deduction phases out
for single filers with MAGI over $100,000 and joint filers over $200,000. To qualify, the loan
must be for a new, U.S.-assembled car, SUV, van, pickup, or motorcycle (under 14,000 pounds),
secured by a first lien, with the taxpayer as the original owner. The vehicle's VIN must be
reported on the tax return.

Individuals' Charitable Deductions

Starting in 2026, taxpayers who do not itemize their deductions can deduct up to $1,000 (52,000
if married filing jointly) for charitable contributions made, excluding donor advised funds.
[temized charitable contributions will only be deductible over 0.5% of AGL The 60% AGI
ceiling for cash gifts is made permanent.

New Tax-Deferred Investment “Trump” Accounts for Children

In 2026 taxpayers can open a new tax-deferred investment account for children under age 18
with a social security number. Beginning July 4, 2026 taxpayers can contribute up to $5,000 per
year in after-tax dollars for each child. Funds must be invested in a diversified U.S. equity index
fund. For children born between January 1, 2025 and December 31, 2028, the federal
government will automatically contribute $1,000 to each account.

FOR BUSINESSES

Standard Mileage Rate:
For 2025, the standard mileage allowance for business driving is 70 cents per mile. For 2026, the
rate increased to 72.5 cents per mile.

Bonus Depreciation

For 2025, the bonus depreciation deduction on or before January 19, 2025 is 40% of the cost of
the qualified property placed in service by that date. The bonus depreciation deduction on or
after January 20, 2025 is 100% of the cost of the qualified property placed in service through the
end of 2025. The remaining cost of the property is deducted over several years. For 2026 and
future years the 100% bonus depreciation deduction has been made permanent.

Section 179 Depreciation

$2,500,000 of capitalized assets can be expensed in 2025. This limit phases out dollar for dollar
once more than $4,000,000 of assets are placed in service in 2025. The amount of Section 179
depreciation cannot exceed the business taxable income. This limit increases in 2026 to
$2,560,000.

New York State Secure Choice Savings Program

Employers with 10 or more employees in New York State who have been in business at least two
years and have not offered a retirement plan to their employees within the last two years, will
need to enroll into the NYS Secure Choice Savings Program. This program provides employees
with a way to save for retirement through Roth IRAs with automatic contributions from
paychecks. Employers must either register by specific deadlines in 2026 to participate, or must
certify as exempt if less than 10 employees or if a qualified retirement plan is already in place.



Information Reporting - Form 1099-K
For 2025 and 2026, the Form 1099-K reporting threshold goes back to the $20.000 and 200
transactions threshold.

Information Reporting - Forms 1099-NEC, 1099-MISC
For payments made in 2026, the reporting thresholds for Forms 1099-NEC and 1099-MISC are
increased from $600 in 2025 to $2,000 (adjusted for inflation after 2026).

Corporate Charitable Contributions
For 2026, there is a new 1% floor (in addition to the 10% ceiling) on corporate charitable
deductions.

Due to the increase in the volume of returns and staff constraints, we ask that you make
every effort to get your tax information to us by March 15, 2026 for us to be able to file
your returns by the April 15" deadline. Due to the complexity of the tax laws, ample time
is needed to properly prepare a tax return or extension.

If your tax information is received after March 15, 2026, your return might need to be
extended.

It is a pleasure working with you and we thank you for your continued business. We wish you
all the best for a wonderful New Year.

If you have any questions about the above or any other information you will need for your 2025
tax returns, please feel free to contact our office.

Sincerely,
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Daley, LaCombe and Charette, PC



