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e TCJA Overview & Expiring Provisions

* Individual Changes
— Rates/Exemptions & Credits
— Itemized Deductions
— SALT Deduction
— Other Limitations
- AMT
— Estate & Gift Tax Exemptions
— QBI Deduction
* Business Changes
— Corporate Rates
— Bonus Depreciation
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— Foreign Impacts

* Current Market Landscape
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TCJA - OVERVIEW

* TCJA was created to boost investment, job creation, and wages, while
spurring overall economic growth

* Provisions of TCJA lowered corporate tax rates, provided individual tax cuts
and attempted to simplify certain aspects of the tax system

* Certain provisions set to expire or phase out after 2025

* Impact of Expiration on Taxpayers
— Higher tax rates

— Fewer credits

— Decreased deductions

— Impacts on profitability and investment decisions

WHAT’S IMPACTED?
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MARGINAL TAX RATES

* Revert to pre — TCJA levels, indexed for inflation

— Pre —TCJA rates are higher, and ranges escalate quicker
— Capital gain and dividend rates were not changed by the TCJA

2025 Rates 2026 Rates (w/TCJA expiration)*

Tax rate Married filing jointly Tax rate Married filing jointly
10% $0 to $23,850 10% $0 to $24,400
12% $23,851 to $96,950 15% $24,401 to $99,200
22% $96,951 to $206,700 25% $99,201 to $200,100
24% $206,701 to $394,600 28% $200,101 to $304,950
32% $394,601 to $501,050 33% $304,951 to $544,550
35% $501,051 to $751,600 35% $544,551 to $615,100
37% $751,601 or more 39.6% $615,101+

Taxable income $350k - currently in 24% bracket, increases to 33% bracket

*Congressional Budget Office, “Tax Parameters and Effective Marginal Tax Rates.”

INDIVIDUAL CHANGES

* Personal Exemption
— Personal exemptions were temporarily reduced to SO
— Will revert back to pre-TCJA levels, adjusted for inflation

— 2026* - $5,300

* Standard Deduction
— Will revert back to pre-TCJA levels, adjusted for inflation
— 2025 - $30,000
— 2026* - $16,700

e Child Tax Credit

Max Credit $2,000 /child $1,000 /child
Maximum Additional Child Tax Credit $1,700 /child $1,000 /child
Phaseout Threshold $400k (MFJ) $110k (MFJ)




POLLING QUESTION 1

What year was Buffalo’s Cyclorama Building built?
1880
» 1888
* 1980
* 1988

MORTGAGE INTEREST
DEDUCTION

* TCJA Provisions
— Mortgage incurred after 12/15/17 - Taxpayers can deduct interest paid on the
first $750,000 of mortgage debt

— Mortgage incurred before 12/15/17 - Taxpayers can deduct interest paid on
the first $1 million of mortgage debt

— Interest paid on home equity loan allowed if used for purposes related to the
property

* Expiration of TCJA

— The $750k limitation increases to $1 million, regardless of when the debt was
incurred

— Interest on first $100k home equity debt is deductible, regardless of the
purpose for the loan
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ITEMIZED DEDUCTION CHANGES

* |temized Miscellaneous Expenses

— TCJA did not allow an itemized deduction for miscellaneous expenses

— When TCJA expires, taxpayers who itemize will be able to deduct
miscellaneous expenses to the extent they exceed 2% of AGI

— Ex: Unreimbursed employee expenses, tax prep fees

* Personal Casualty Losses
— TCJA limited deductions for personal casualty and theft losses to losses
occurring within a federally declared disaster area

— When TCJA expires, the federally declared disaster area limitation is removed.
Any non compensated loss would qualify (subject to 10% of AGI threshold)

SALT DEDUCTION

* TCJA imposed a $10,000 cap on itemized SALT deductions

* After expiration, the cap will be lifted, allowing taxpayers to
deduct the full amount of state and local taxes

* PTET programs were established by many states to mitigate the
effects of the SALT cap

— Pass-through entities pay state income taxes at the entity level, creating an
allowable deduction from taxable income of the pass through

— Expiration of SALT deductions could reduce the need for PTET programs

e AMT Considerations

— Sch A deductions are subject to AMT limitations, PTET deductions are not

— If the SALT deduction expires and you have been filing PTET, work with your
accountant to determine if it is advantageous to continue filing or not.
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LIMITATION ON ITEMIZED
DEDUCTIONS

* TCJA removed overall limitations on Itemized Deductions

e Limitations will return if AGI exceeds certain thresholds
— Applies if AGI exceeds $400k (inflation adjusted estimate)

— Itemized deductions will be reduced by 3% of the amount AGI exceeds the
threshold

— Reduction capped at 80% of itemized deductions

— Excludes medical expense, investment interest, charitable contributions &
casualty losses

AGI $ 500,000
Threshold $ 400,000
Excess $ 100,000

3% reduction  $ 3,000

10

CHARITABLE CONTRIBUTION
LIMITATIONS

* TCJA: Charitable contributions up to 60% of AGI are
deductible

* Post-TCJA: Threshold drops to 50% of AGI

* Planning Consideration

— If considering significant contributions (ie setup of CRUT, Family Foundation,
Donor Advised Funds) - maximize deduction before 60% AGI limitation is
reduced

11
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EXCESS BUSINESS
LOSS LIMITATION

* TCIJA temporarily disallowed a deduction for excess business
losses
— Extended to 2028 by the Inflation Reduction Act

* This disallows excess business losses if the loss exceeds a set
threshold (2024 - $610k [MFJ])

* Disallowed losses are treated as a NOL carry forward

12

AMT EXEMPTION &
PHASEOUTS

* Expiration of TCJA will result in lower phaseout amounts
— 2025 phaseout: $1,252,700
— 2026 phaseout w/ expiration*: $210,300

e TCJA dramatically reduced the number of taxpayers impacted by the
AMT
— 2017 (pre-TCJA): 5.2 million taxpayers affected by AMT
— 2023: 200,000 taxpayers paid AMT

e  AMT Overview

— AMT requires you to add back certain deductions (ex, state and local taxes, personal
exemptions) to calculate “AMT Taxable Income”

— AMTI is taxed at either 26% or 28%
28%
Threshold
2025 238,100
2026 (w/ expiration)* 235,000

r

13
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ESTATE & GIFT
TAX EXEMPTION

Estate & Gift Tax Exemption:
— 2024: 513,610,000 per decedent
— 2026 w/ expiration: $6,800,000 per decedent

* Strategies to consider:
— Utilize annual exclusion gifts ($18k/individual (2024))

— Take advantage of lifetime exemption gifts to make substantial gifts prior to
the exemption dropping back down

14

POLLING QUESTION 2

Which of the following was not housed in the Buffalo
Cyclorama Building?

* Grocery Store

* Library Reading Room
* Roller Rink

* Taxi Garage

15
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PASS THROUGH INCOME
DEDUCTION (199A)

* Current Law: TCJA allows a deduction equal to 20% of

qualified business income.

— Taxpayer w/ $100,000 qualified business income, would receive a tax
deduction of $20,000

* This deduction is set to expire 12/31/2025.

— Pass-through business income will generally be taxed as usual without a
deduction for QBI

16
IF

* Pre-TCJA: between 15% - 35%, depending on level of income

* TCJA enacted flat 21% rate to all corporations

* This was made permanent; therefore, the 21% rate will remain,

pending any future legislation
17

17
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BONUS DEPRECIATION

e TCJA temporarily allowed 100% depreciation 9/27/17 — 12/31/2021, with
phase downs occurring from 2022 — 2026

— These applied to both new and used property

* Phase out of bonus depreciation:

9/27/17-
12/31/22 zO2s

e After 2026 — bonus depreciation will sunset

e Consider timing of capital expenditures — work with your CPA to maximize
timing of depreciation and anticipated tax rate increases

18

INTEREST DEDUCTIBILITY
LIMITATION (163))

* TCJA limits the amount of business interest expense that can be
deducted to 30% of the taxpayer’s adjusted taxable income

* No set expiration, but this is subject to possible legislative
action

* Expectations going forward:
— Adjustment of limitation percentage
— Simplified treatment for small businesses and pass-through entities

19
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IF
e BEAT
— Rate will increase from 10% to 12.5%
e GILTI
— Deduction percentage reduced from 50% to 37.5%
* FDII
— Deduction percentage reduced from 37.5% to 21.875%
20
=

20

Individual Rates

Marginal tax rates for
individuals will revert to pre-
TCIA levels

Itemized Misc
Expenses

Misc deductions subject to 2%
floor restored

Personal Casualty
Losses

TCJA Limitations on personal
casualty losses are eliminated

Excess Business Loss
Limitations

Extended to 2028 by IRA

Personal Exemption

Personal Exemptions restored,
indexed for inflation

Limitation on Itemized
Deductions

Itemized deductions reduced
up to 80% if AGI thresholds
are exceeded

Estate & Gift Tax
Exemption

Resets to pre-TCIA levels,
indexed for inflation

Interest Deduction
Limitation

No changes, watch for further
legislation

WHAT’S IMPACTED?

Standard Deduction

Resets to pre-TCIA levels,
indexed for inflation

Charitable
Contribution
Limitation

Contributions will be limited to
50% of AGI, down from 60%

Pass Through Income
Deduction

Elimination of 20% deduction
of qualified income

BEAT Rate

BEAT rate increases from 10%

*Current as of 2/6/25, subject to change in accordance with future legislation

SALT Deduction
$10,000 limit set to expire

AMT Exemptions

Resets to pre-TCJA levels,
indexed for inflation

Corporate Tax Rate

Reduced 21% rate is currently
set to remain

GILTI Deduction

Deduction percentage reduced
from 50% to 37.5%

Mortgage Interest
Deduction

Property value limit increases
from $750k to $1M

Child Tax Credit

Credit amount and phaseout
thresholds will decrease

Bonus Depreciation

Will continue scheduled phase
downs to 20%, then
eliminated

FDII Deduction

Deduction percentage reduced
from 37.5% to 21.875%

21
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Lumsden
McCormick:

FINANCIAL SERVICES

Current Market Update:
Tariffs, Inflation, and Expiring Tax
Provisions

SECURE Act 2.0:
Retirement Plan Credits, Updates, and
Changes

22

THE MARKET AND
US PRESIDENTIAL ELECTIONS

HYPOTHETICAL GROWTH OF $1 INVESTED IN THE S&P 500 INDEX
1926-2023

$10,000

Stocks
trended higher
$1,000 regardless of the
president’s party. |

ﬂlﬁEﬂaﬂﬂQﬂﬂﬂﬁv

23

23
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POLLING QUESTION 3

What is the original purpose of a Cyclorama Building?
* Battery Factory

* Host Special Events, ie: Circus or Vaudeville
Performer

* House Panoramic Art
» Store Commodities such as Wheat and Grain

24

24
IF
MARKETS DON’T WAIT
FOR OFFICIAL ANNOUNCEMENTS
US RECESSION AND STOCK PERFORMANCE DURING THE GLOBAL FINANCIAL CRISIS
S&P 500 Index, January 2007-December 2010
Buemb;r;ﬂﬂi—‘f:ﬁy?ﬂO? End
=0 of recession
announced
0 )
: 10 ) I W
announced
[]
2007 2008 2009 200
Investors who look beyond after-the-fact headlines about markets and the economy
and stick to a plan may be better positioned for long-term success
25
25
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THE COST OF TRYING TO TIME THE
MARKET

MISSING THE BEST CONSECUTIVE DAYS
Russell 3000 Index total return, 1999-2023

Growth of $1,000
Invested in 1999

$6,449

But if you missed Week Month 3 Months & Months
the best... $5382
. $5,150

$4,506

market has to offer.

25Year Period Week Month 3Months 6 Months
1999-2023 Ending Ending Ending Ending
Nov.28,2008  Apil 22,2020  June22,2020  Sept.,2009

Staying invested and focused on the
long term helps to ensure that you're
in position to capture what the

26

26

CURRENT UPDATES

e Markets started the year strong in January:
— S&P 500=2.78%
— Russell 2000 = 2.62%
— Developed Markets = 5.26%
— Emerging Markets = 1.81%

* 10/11 U.S. Sector Performances ended January positive
— Led by Health Care & Financials (6.76% & 6.50%)
— Technology was only negative down (-0.74%)
— Emergence of DeepSeek (Chinese Al)
— Sparked concern over Al leaders in US (NVIDIA)

* Bonds saw a solid month despite volatility in rates
— Both taxable & municipal bonds saw total return of 0.5% to end January
— Expect volatility as Fed makes decision on future rates with uncertainty
surrounding trade war & tariffs

27

27
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CURRENT UPDATES: TARIFFS &
TRADE WAR

Tariff Details
— Canada & Mexico = 25% Tariffs imposed on most goods imported
— China 2 10% Tariff on ALL imports

* International Response

— Announced plans to impose retaliatory tariffs on U.S. goods

* Economic Impact

— Inflation = Economists warn tariffs may lead to higher consumer prices, thus
contributing to inflation

— Federal Reserve Policy = Anticipated effects on inflation have delayed anticipated
interest rate cuts and impact Fed’s policy as they take “wait and see” approach
— Sectors Facing Significant Impact:
* Automotive
e Agriculture
* Energy
* Consumer Goods

28
=
28
IF
WILL INFLATION HURT STOCK RETURNS?
NOT NECESSARILY
STOCKS VS. INFLATION
1994-2023
Inflation
- * Stock returns can be strong, or
weak, or in between when inflation
is high.
o +  Twenty-two of the past 30 years
saw positive stock returns even
o | after adjusting for the impact of
; : ... ! T inflation.
- ‘LT'L’ ?‘LT T”:: TJLT TZ:MT 'MT“' '2:“' f?Lr T?:m| NL . I(;v:rltir:e period charted, the S&P
posted an annualized return of
e 7.5% after adjusting for inflation.
o
0%
29
29

2/12/2025

15



WHAT DOES THIS MEAN?

Markets Don’t Care who is in office
— Historical data shows long-term growth despite political shifts
— Staying invested through cycles is the best strategy

It’ About Time in the Market, Not Timing the Market

— Avoid reactionary decisions
— Consistency and discipline lead to better long-term outcomes

Work with an advisor to build a plan that works for you
— Every investor’s situation is unique — personalized strategies matter
— Tax Efficiency, Risk Management, and diversification are important

Our biggest opportunity: Maximize Tax Benefits through
Qualified Plans

— Strategic Plan Design & Retirement Planning mitigate taxes while allowing for tax
advantageous growth

30

30

SECURE ACT &
SECURE ACT 2.0

* Setting Every Community Up for Retirement Enhancement
(SECURE)

* Initial Act was passed in 2019 with goals of:
— Increasing access to retirement savings
— Enhanced tax benefits
— Address longevity risks in retirement planning

Secure Act 2.0 was passed in December 2022
* Goal was to build on the original Act and further refine
retirement rules

31

31
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ORIGINAL SECURE
PROVISIONS (2019)

* Increased RMD Age
- 70%to72
* Part-Time Employee Eligibility
— (500 hours for 3 consecutive years)
* 529 Flexibility
— Repay Student Loans ($10,000/beneficiary)
* Tax Credits for establishing new plans

— Tax Credits for plan costs (up to $5,000)
— Auto-Enroll Credit of $500

* Elimination of “Stretch-IRA”
— Non-Spousal Beneficiaries have 10-Year withdrawal rule

* Penalty-Free Withdrawals for Birth/Adoptions
— ($5,000) for IRA/401K within 1-year of birth/adoption

32

32

POLLING QUESTION 4

Happy Valentine’s Day.
What was Cupid’s Name in Greek Mythology?
* Apollo
* Eros
* Hypnos
* Plutus

33

33
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SECURE 2.0: EXPANSION &
UPDATES

RMD & Distribution Enhancements
* RMD Age Increase to 73 (Starting in 2023)
e Will continue to increase to 75 by 2033
* Roth 401(k)s are now exempt from RMDs (2024)

Auto-Enroliment Rule (Effective 2025)
* All new plans must have auto-enrollment feature
* Default Rate of 3% to 10% with 1% Auto Escalation
* Employees can opt-out
e Applies to all plans established after December 29, 2022
* Exceptions:
— Employers with 10 or fewer employees

— New businesses (less than 3 years old)
— Church & Government Plans

34

34

SECURE 2.0
CONTINUED

Employer Updates to Matching Contributions:

e Can now match employee Roth 401(k) contributions on Roth basis

* Employers can now match student loan payments by contributing to employee
retirement accounts

401(k) Part-Time Eligibility Expanded
¢ Part-Time Employees only need 2 years of 500+ hours to qualify for their
employer retirement plan

Enhanced Tax Credits:
» Startup Credit (up to $5,000 per year for 3 years)
— Greater of $500 or $250 per (NHCE) employee eligible for plan
* Auto Enrollment Credit ($500 every year for 3 years)
* Employer Contribution Credit (50 or fewer employees) (50-100 Partial)
— $1,000 per employee
— 5 Year Phaseout (100%, 75%, 50%, 25%, 0%)
— No credit for employees earning over $100,000

35

35
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SECURE 2.0
CONTINUED

“Super” Catch-Up Contributions
* Individual employees 60-63 can make higher catch-up contributions
¢ Instead of the regular $7,500, they can contribute the Greater of:

- $10,000

— 150% of normal catch-up contribution

Mandatory Roth Catch-Up (Starting 2026)

¢ Employees with wages exceeding $145,000 (indexed for inflation) must make all
catch-up contributions on a Roth basis

* No longer get deduction for catch-up contributions

529 Plan to Roth IRA Rollover (2024)

¢ Allows unused 529 funds to be rolled into Roth IRA
e Up to $35,000 lifetime

¢ 529 must be opened for 15+ years

* Rollovers subject to annual Roth IRA limits

36
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TCJA PLANNING STRATEGIES

Maximize Tax-Efficient Retirement Accounts (Tax-Free & Tax-Deferred)

Contribution Limits:
« 401(k)/403(b)/457:
— $23,500 Employee Limit (+ catch-up)
— $7,500 catch-up 50+ ($11,250 if 60-63)
— Total Contribution Limit (Employer + Employee)
— $70,000 (under 50)
— $77,500 (50-59 & 64+)
— $81,250 (60-63)
* IRA (Traditional, Roth, and Non-Deductible):
— $7,000 ($1,000 catch-up 50+)
* SEPIRA
— $70,000 (under 50)
— $77,500 (50-59 & 64+)
— $81,250 (60-63)
* Cash Balance Plan
— Over $300,000 per year (with proper plan design*)

37

37
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TCJA PLANNING STRATEGIES
CONTINUED

Maximize Roth Conversions Before 2026
* Convert pre-tax IRA/401K to Roth at today’s lower rates
* Future Benefit > Grows Tax Free with consideration to higher future rates

Review Tax-Efficient Investments—> Tax Loss Harvesting &

Municipal Bonds

* |If capital gains tax rates increase, tax-loss harvesting becomes even more valuable

* Municipal bonds could become even more attractive as post 2025 tax equivalent
rates will be even more attractive

38
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Thanks for Attending!
Amanda Ornowski, CPA Austin Robare, CPFA
Tax Principal Financial Advisor
Business Tax 401(k) Plans
Family Wealth | Estate Planning Individual Wealth Planning
aornowski@LumsdenCPA.com arobare@lumsdencpa.com
39
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