PLANNING IMPLICATIONS OF THE
ONE BIG BEAUTIFUL BILL ACT OF 2025

The federal budget bill, commonly referred to as the One

Big Beautiful Bill (OBBB) Act, was signed into law on July
4th, providing some clarity for planning consideration into
year-end and beyond. The following summary highlights
some of the major individual tax and wealth planning related
changes in the OBBB Act that may apply to our clients. Many
of the changes are tax cuts from the 2016 Tax Cuts and Jobs
Act (TCJA) that have now been extended beyond their 2025
sunset or made permanent. While permanence is a gift for
planners, permanence in the law is never guaranteed and
each of these provisions is subject to change by a future
Congress with new legislation.

Extension of Increased Federal Estate, Gift and
Generation Skipping Transfer (GST) Tax Exemption

The doubled federal exemptions from the estate and gift tax
and the GST tax, a temporary change from the TCJA, have
now been made permanent. In 2026, the estate and gift tax
exemption and the GST tax exemption will be $15,000,000
per taxpayer ($30,000,000 in the aggregate for a married
couple) and will continue to be adjusted annually for
inflation. As a reminder, the exemptions for 2025 are
$13,990,000 (double that for a married couple).

The permanence of these higher exemptions brings more
flexibility and more certainty to estate and gift tax planning
by removing the year-end deadline for large tax-free gifts.
Individuals who have already used their 2025 lifetime
exemption have an opportunity to make additional gifts in
2026 with the higher exemption amount.

Extension of Federal Income Tax Rates and Brackets for
Individuals

The lower rates and more favorable income tax brackets
applicable to individuals and trusts from the TCJA have
been made permanent. This change makes planning for
taxes more certain by eliminating what-if scenarios and
reliance on Congress to periodically extend the law.

Increased Standard Deduction and a new Senior Tax
Deduction

The higher federal standard deduction introduced by
the TCJA has also been made permanent. The standard
deduction amounts for 2025 have been increased to

$31,500 for married taxpayers filing joint returns (MFJ) and
$15,750 for single taxpayers (S).

The Act also includes a temporary new $6,000 deduction
for tax years 2025 through 2028 for taxpayers who attain
age 65 by the end of the year. The deduction is reduced by
6% of each dollar that the taxpayer’'s Modified Adjusted
Gross Income (MAGI) exceeds $150,000 (MFJ) and
$75,000 (S). The deduction is completely phased out at
MAGI of $250,000 (MFJ) and $175,000 (S). Note that the
Senior Tax deduction is available to itemizers and non-
itemizers alike.

Taxpayers who claim the standard deduction should
consider bunching deductible expenses into certain years
to maximize the itemized deduction for those years. For
example, charitably inclined taxpayers can accelerate
several years of charitable giving into one year by making
a larger contribution to a Donor Advised Fund (DAF) in
that year; then, over subsequent years, when they may be
claiming the standard deduction, they can use the DAF for
their charitable giving.

Taxpayers who are at least age 70-1/2 may also consider
using their IRA accounts to make Qualified Charitable
Distributions (QCDs). The QCD limit for 2025 is $108,000
per eligible taxpayer.

Temporary Increase in the State and Local Income Tax
Deduction

The State and Local Income Tax (SALT) deduction has been
increased temporarily from $10,000 to $40,000 beginning
in 2025 through the end of 2029. This higher amount
applies to both married taxpayers filing joint returns and
single taxpayers. The deduction limit will be increased
annually by 1% for tax years 2026 through 2029, but is
reduced for taxpayers whose MAGI exceeds $500,000, with
the increase fully phased out (back down to $10,000) for
those with MAGI of $600,000 or more. Married taxpayers
filing separate returns have a lower phaseout limit.

For example: For 2025, taxpayers with $550,000 of MAGI
will have their SALT deduction limit reduced from $40,000
to $25,000.

Income tax bracket management for clients in high-tax
states will require consideration of when to recognize
income and capital gains, or incur some deductible
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expenses, to avoid losing the $30,000 additional SALT
deduction.

After 2029, the SALT deduction returns to $10,000 with no
annual increases.

Increased Annual Limit and Expanded List of K-12
Educational Expenses Eligible for 529 Educational

Savings Plan Distributions

deductible charitable contributions. The charitable
deduction is limited to $8,000 ($10,000 of deductible
charitable contributions less $2,000 ($400,000 AGI *
0.5%)).

The Act also creates a new charitable deduction for
taxpayers who claim the standard deduction. Beginning in
2026, such taxpayers may deduct charitable contributions
of up to $2,000 (MFJ) and $1,000 (S).

The annual limit for 529 Plan distributions for payment or
reimbursement of qualified K-12 educational expenses will
increase in 2026 from $10,000 to $20,000. In addition, the
list of qualified K-12 educational expenses that may be paid
or reimbursed from 529 Plan accounts has been expanded
to include several other education-related costs.

Limitation on the Tax Benefit of Itemized Deductions for
High-Income Taxpayers

Taxpayers with taxable ordinary income subject to the 37%
federal tax rate may see their itemized deduction tax benefit
reduced. The reduction begins in 2026 and may reduce

the federal tax benefit of itemized deductions for certain
high-income taxpayers to no greater than the 35% tax rate.
Taxpayers who may be subject to this limit in 2026 should
discuss with their tax advisor whether to accelerate or defer
charitable contributions, deductible medical expenses, or
other itemized deductions into other tax years.

The increased annual limit presents an opportunity for
clients with 529 Plan accounts that may be overfunded for
college expenses to use the accounts earlier to pay for more
of the beneficiary’s K-12 costs.

New Limit on Itemized Charitable Contribution
Deductions and a New Charitable Deduction for

There are additional individual and business tax changes
Taxpayers Who Do Not Itemize

that may affect you, including those that impact ABLE
accounts, Qualified Small Business Stock and federal
student aid. As with any tax matters, it is important to
consult your tax advisor to understand how these changes
may apply to you. As always, please reach out to a member
of your relationship team at Chevy Chase Trust if we can
help with your planning needs.

The Act imposes a new limit on itemized charitable
contribution deductions beginning in 2026 by reducing
the total charitable deduction by 0.5% of the taxpayer’s
Adjusted Gross Income (AGI).

For example: In 2026, a taxpayer has AGI of $400,000
and itemizes deductions, including $10,000 of
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IRS Circular 230 Disclosure Pursuant to IRS Regulations, we inform you that any tax advice contained in this communication (including any
attachments) is not intended or written to be used, and cannot be used, for the purpose of (i) avoiding tax related penalties or (ii) promoting,
marketing, or recommending to another party any transaction or matter addressed herein.

Important Disclosures This commentary is for informational purposes only. The information set forth herein is of a general nature and
does not address the circumstances of any particular individual or entity. You should not construe any information herein as legal, tax,
investment, financial or other advice. Nothing contained herein constitutes a solicitation, recommendation, endorsement, or offer to buy
or sell any securities or other financial instruments. This commentary includes forward-looking statements, and actual results could differ
materially from the views expressed. Materials referenced that were published by outside sources are included for informational purposes
only. These sources contain facts and statistics quoted that appear to be reliable, but they may be incomplete or condensed and we do not
guarantee their accuracy. Fact and circumstances may be materially different between the time of publication and the present time. Clients
with different investment objectives, allocation targets, tax considerations, brokers, account sizes, historical basis in the applicable securities
or other considerations will typically be subject to differing investment allocation decisions, including the timing of purchases and sales of
specific securities, all of which cause clients to achieve different investment returns. Past performance is not indicative of future results, and
there can be no assurance that the future performance of any specific investment or investment strategy will be profitable, equal any historical
performance level(s), be suitable for the portfolio or individual situation of any particular client, or otherwise prove successful. Investing
involves risks, including the risk of loss of principal. The level of risk in a client’s portfolio will correspond to the risks of the underlying securities
or other assets, which may decrease, sometimes rapidly or unpredictably, due to real or perceived adverse economic, political, or regulatory
conditions, recessions, inflation, changes in interest or currency rates, lack of liquidity in the bond markets, the spread of infectious illness
or other public health issues, armed conflict, trade disputes, sanctions or other government actions, or other general market conditions or
factors. Actively managed portfolios are subject to management risk, which involves the chance that security selection or focus on securities
in a particular style, market sector or group of companies will cause a portfolio to incur losses or underperform relative to benchmarks or other
portfolios with similar investment objectives. Foreign investing involves special risks, including the potential for greater volatility and political,
economic and currency risks. Please refer to Chevy Chase Trust's Form ADV Part 2 Brochure, a copy of which is available upon request, for
a more detailed description of the risks associated with Chevy Chase Trust's investment strategy. The recipient assumes sole responsibility
of evaluating the merits and risks associated with the use of any information herein before making any decisions based on such information.
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