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It's not uncommon for public companies to release bad
news after the stock market closes on a Friday afternoon.
The thinking goes that many will forget, or management
will have the weekend to work on their spin, by the time
Monday rolls around.

With that in mind, we were a tad surprised that this year’s
major tax and spending legislation — The One Big Beautiful
Bill Act (OBBBA) — was signed into law on July 4. Maybe
the curious timing had a lot to do with the muted reaction
to such a significant piece of legislation. No doubt that
many Americans were in full blown summer mode. And the
media has had plenty else to talk about all year.

We've waited to write about the OBBBA because we
wanted to fully digest the changes and give other experts
time to analyze its implications. We also wanted to share
our thoughts at a time of year when the odds are higher
that we’d garner your attention. So now that it’s a better
time to discuss, what is it about the OBBBA that is worth
knowing? Well, the OBBBA was a big bill covering a lot of
ground and we can’t possibly cover all its details in this
brief note. We're only going to address tax and financial
planning related topics, the most important of which we
think are the following:

1. “Permanent” and non-permanent changes
2. Federal Income Tax Rates
3. State and Local Tax Deductibility (a.k.a. — SALT)
4. Estate Taxes
5. Charity

6. Campaign Promises - Benefits for specific groups.

Let’s start with the first point. It's worth
- noting that one of the most important
features of the OBBBA is that it made
many tax policies “permanent”.
Without the OBBBA, several significant
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tax policies would have expired on December 31 and
reverted back to previous schedules and policies. The
OBBBA locked up and made “permanent” at least two
important tax features — Federal Income Tax Brackets and
the Estate Tax. Going forward, these policies will not expire
or automatically revert. They are now “permanent”.

We have obviously put “permanent” in quotation marks
for a reason - Tax policies can never be truly permanent.
They can be changed by future Congress and Presidents.
But for as long as we can remember over the last few
decades, it seems that most tax law changes faced a future
expiration when passed. Now, many key features don't.
That’s a very good thing, in that it makes it much harder to
change, and much easier for us all to plan.

Americans should be thrilled to learn that Federal Income
Tax rates are now “permanent”. Here’s the Federal Income
Tax table for 2025:

Married Filing Jointly

10% $0-$11,925 $0 - $23,850

12% $11,926 - $48,475 $23,851 - $96,950
22% $48,476 - $103,350 $96,951 - $206,700
24% $103,351-$197,300 $206,701 - $394,600
32% $197,301-$250,525 $394,601-$501,050
35% $250,526 - $626,350 $501,051 - $751,600
37% Over $626,350 Over $751,600

What jumps out at you? Perhaps that the tax rate does not
get over the modest level of 22% until income exceeds
$103,350 (single) and $206,700 (joint). Or that the rate is
no higher than 32% until you reach $250,000 (single) or
$501,050 (joint), and the top rate of 37% is not reached
until $626,350 (single) and $751,600 (joint).

Assuming the (now fairly large standard deduction), here’s

how these tables translate to the total effective Federal
Income Tax rates at various income levels:
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Income Single Joint

$50,000 7.74% 4.37%
$100,000 13.45% 9.47%
$150,000 16.71% 12.80%
$250,000 20.81% 17.32%
$500,000 27.81% | 24.39%
$750,000 30.49% 27.22%
$1,000,000 | 32.24% 29.81%

Everyone is allowed their own opinion, but from our
perspective, these rates are pretty reasonable. Some
would even call them “low”. We should remember,
however, that these are not the only income-based taxes
that Americans are subject to. There’s Social Security Tax
of 6.2% on the first $176,100 of income. And Medicare Tax
of 1.45% with no income limits. Then there’s State and
Local Taxes for many. Consider that an individual with
taxable income of $150,000 per year (after standard or
itemized deductions) paying 5% in state and local income
tax would likely have a total income tax over 29% - much
higher than the 16.71% in this table.

Speaking of State and Local Income Taxes, also known as
“SALT”, the OBBBA increased the cap on the deductibility
of SALT from $10,000 to $40,000. This was clearly a nod to
voters in high income tax states like New York, New Jersey,
California, and others. But this increase came with catches:

e Catch#1 isthatthe SALT cap of $40,000 will be reduced
for those (single or joint) with income over $500,000,
and the extra SALT deductibility from OBBBA will be
fully wiped out for those with income over $633,333.

e Catch#2isthatthe increase in the SALT limit from $10k
to $40k will expire in 2029, making this feature not
“permanent”.

The financial planning
implication of these
SALT phase outs is
that to the extent
possible, taxpayers in
high income tax states
who are near these
thresholds need to be
aware of the phase outs and try to manage their income.
Those with income just below the thresholds who realize
income that pushes them into the phase out range will pay
higher effective rates as they’ll be reducing the
deductibility of their SALT. In fact, when you consider the
cost of reducing and ultimately losing the SALT deduction,
the marginal Federal Tax rate rises to 45.5% within the
phase out income range. Ouch.
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Of course, SALT only matters if you are itemizing
deductions, and thanks to the OBBBA, fewer taxpayers will
do that now as the “Standard Deduction” has been
increased to $15,750 for individuals and $31,500 for
couples. We think this is a great feature of the new tax
code that does not get enough press — it’s estimated that
fewer than 10% of taxpayers will now itemize deductions.
While this makes SALT less applicable to many, it makes tax
filing so much easier and simpler.

The OBBBA did not make any formal changes to the rules
around ROTH IRA conversions, but it might affect the
strategy for some. For the last several years, converting
assets from traditional IRAs to a ROTH IRA was partially
justified to manage the risk that tax rates would rise in the
future. With the OBBBA, that risk is reduced since the tax
brackets are now “permanent”, but not eliminated since
they are not permanent. ROTH conversions are done with
very long-term thinking in mind, so even though the
current low rates are “permanent”, there’s still the risk,
even the likelihood, that income tax rates will rise again
during your, or your beneficiaries, withdrawal period.

Even if tax rates stay the same “forever”, we continue to
think that converting assets from traditional IRA accounts
to ROTH IRA accounts may make sense for many investors
— specifically, those with fairly large IRA balances that
might grow to be “too big” over time, and in years when an
investor is in a moderate or low marginal income tax
bracket. Our rules of thumb have been that investors
should employ ROTH conversions to try to avoid traditional
IRA balances growing over $4 million by age 70, provided
the tax you pay on the ROTH conversion is 25% or less at
the time of conversion. We’ve done the math on this
strategy, and it can save investors (and/or their heirs) lots
of money in taxes over the long run. This is, of course, a
highly personalized calculation that needs to be done while
viewing someone’s full financial and income picture.

While the large exemption meant that the Estate Tax did
not apply to many Americans, it will now apply to even
fewer, as the gift and estate tax exemption will increase
from $13.99 million to $15 million per individual. That
means a married couple, if their estate plan is structured
properly, can now avoid Federal Estate taxes on an estate
of as much as $30 million. Arguably more important than
this increase, the change is “permanent”, and it will be
indexed to inflation in future years. This is all great news -
For alongtime, the Estate Tax exemption was either (in our
opinion) ridiculously low or when it was at a more
reasonable and higher level (like recently), it was not
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permanent and its scheduled sunset or reversion to lesser
amounts made planning very challenging.

Of course, much like the income taxes and considerations
beyond the Federal level, we should all be aware of the
Estate Taxes and rules in each State that might affect our
Estates. Here are just some of the States with a meaningful
Estate or Inheritance Tax — New Jersey, Massachusetts,
New York, Rhode Island, Vermont.

Looking at some of the “smaller” features of the OBBBA,
many are an attempt to deliver on promises made during
last year’s Presidential campaign. For better or worse, the
OBBBA does not fully deliver on many of these issues but
does offer some relief for certain taxpayers.

The “No Tax on Social

A - Security” promise could

' e f@‘ ' not be delivered. While
: previous law  already

% | included an additional

$1,600 deduction for those

aged 65 or more, in an attempt to meet the campaign
pledge, the OBBBA added a new additional $6,000 per
person income tax deduction for non-itemizing taxpayers
older than 65 or who turn 65 in 2026, bringing the total
bonus deduction for seniors to $7,600 per person. Alas, this
feature also has a catch as it starts to phase out at relatively
modest levels of income - $75,000 for individuals and
$150,000 for couples. The additional $6,000 deduction is
eliminated by the time income reaches $175,000 (single)
and $250,000 (joint). The implication here is that seniors
need to be aware of their income levels around these
thresholds and if they can, avoid stepping (too far) across
the line and losing this additional deduction (although tax
rates are pretty low at these levels so some might say it’s
not a big deal.)

The net result is that after using the high standard
deduction available to all as well as the additional senior
deductions, most senior Americans will pay little to no
taxes on Social Security. Consider that married couples,
over the age of 65, who make under $150,000, will enjoy a
deduction as high as $46,700! Here’s how it gets that large:

$31,500

$3,200 ($1,600 each)
$12,000 ($6,000 each)
$46,700

Standard Deduction

Over 65 (Standard Bonus)

Over 65 (OBBBA Bonus)
Total Deduction

The OBBBA offers some relief on tips and overtime but
falls short of the “No Tax” promise made on the trail in
2024. Eligible workers can deduct up to $25,000 per year
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in tip income and up to $12,500 in qualified overtime pay
(525,000 for joint filers). There are wrinkles here as well —
each of these features phase out at relatively lower income
levels, and they both expire (or sunset) at the end of 2028.

Charitable giving rules were also affected by the OBBBA.
And the new rules are pretty tricky. For those who do not
itemize deductions, the OBBBA now allows them to deduct
up to $2,000 per year for joint filers’ ($1,000 for
individuals) cash donations (Sorry, that bag of old clothing
that you drop off at the Salvation Army isn’t eligible.). To
us, this is both good policy and simple.

On the other hand, the deductibility for those who itemize
got both worse and more complicated. Beginning in 2026,
there is now a 0.5% of income “hurdle” before a taxpayer
can deduct their contributions. Think of this like a health
insurance deductible, or a deductible on your deduction.
For example, someone with taxable income of $500,000
per year will not be able to deduct the first $2,500 per year
of charitable contributions ($500,000 x 0.5%). The more
you make, the higher the hurdle and the math can be
significant for high earners. There are at least two
important implications of this new policy:

1. Since this hurdle/deductible takes effect in 2026, high
income taxpayers should consider accelerating
charitable gifts into 2025, before the new hurdle takes
effect.

2. Going forward, itemizing taxpayers who seek to
maximize the tax benefits of their giving, likely should
skip several years and “bunch” their charitable
contributions every few years. In other words — make
larger donations less frequently. Fidelity estimates
that a married couple in the 32% tax bracket that
donates $10k cash each year, would realize $4,160
more in tax savings by donating $30k every three years
instead of $10k each year. (Of course, if the primary
goal of your giving is philanthropic and the tax breaks
are unimportant, then this is a non-issue.)

In one other nod to complexity, the OBBBA also limited the
tax “savings” on charitable contributions to 35%, so those
in the highest tax bracket of 37% will see their benefit
clipped slightly.

All in, we think there’s a lot to like about the OBBBA. Low
tax rates across the income spectrum are now
“permanent”. Most seniors will get some additional
breaks. Higher standard deductions greatly simplify tax
preparation and filing as far fewer people need to itemize.
The Estate Tax Exemption is now relatively large, will grow
with inflation in the future, and will be difficult to reduce.
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However, the OBBBA is a bit of a “hot mess” as the kids We think most Americans will reap the benefits of the
would say. With the new 0.5% hurdle on Charitable = OBBBA without much thought. But in light of the various
deductions for itemizers, the phase out of moving parts, and the size of the bill, we

the new bonus Senior Deduction (beginning |, 3 encourage readers to consider the key
at $75k single and $150k joint), and the | > == points made in this note, speak to your
phase out of the SALT deduction (beginning | < accountant, and coordinate with your
at $500k), there are more tripwires and .. financial advisor - especially if you are in a
traps that taxpayers can perhaps = position to consider ROTH IRA conversions,
unknowingly stumble into. a business owner, near the SALT phase out

income levels, or a high-income household with charitable
Please also keep in mind that this review is not intentions. And maybe even relax a little knowing that the
comprehensive and exhaustive. For many of the items  OBBBA, while a little messy, is generally taxpayer friendly,
mentioned, there are details in the OBBBA that we can’t  simplifying for many, and provides some degree of
cover in a note like this. There are also many features that ~ permanence. At least for now.
we have not mentioned at all, including new savings
accounts and some tax policies for businesses related to
R&D expensing and accelerated depreciation.

This report was prepared by 46 Peaks LLC, a U.S. SEC registered investment advisor, and reflects the current opinion of the firm, which may
change without further notice. This report is for informational purposes only and nothing contained herein should be considered as investment
advice or a recommendation or solicitation for the purchase or sale of any security or other investment. Opinions contained herein should not be
interpreted as a forecast of future events or a guarantee of future results. Different types of investments involve varying degrees of risk, and there can
be no assurance that any specific investment will be either suitable or profitable for a client’s portfolio. Economic factors, market conditions, and
investment strategies will affect the performance of any portfolio and there are no assurances that it will match or outperform any benchmark.
Diversification does not ensure a profit or protect against loss in a declining market. Registration as an investment advisor does not constitute an

endorsement of the firm by securities regulators nor does it indicate that the adviser has attained a particular level of skill or ability. Commentary
regarding the returns for investment indices and categories do not reflect the performance of 46 Peaks LLC, or its clients. Historical performance results
for investment indices and/or categories generally do not reflect the deduction of transaction and/or custodial charges or the deduction of an
investment management fee, the incurrence of which would have the effect of decreasing historical performance results. Figures contained herein are
obtained from sources deemed reliable, but we do not guarantee its accuracy or completeness. Past performance is no guarantee of future results.
Investments fluctuate in value. 46 Peaks is independently owned and operated. Except where otherwise noted, index performance and economic
statistical information sourced from JP Morgan Asset Management or Morningstar. ©2025 46 Peaks LLC.
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