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Your Small-Town Doctor of Financial Planning Says:
Prepare for How the New Tax Law Affects You

For taxpayers age 65 and older, the recently enacted One Big Beautiful Bill (OBBB), signed into
law on July 4, 2025, includes a headline-grabbing provision: a new temporary tax deduction that
could meaningfully reduce taxable income for many seniors.

But as with most things tax-related, the details matter.

The law allows for a new deduction—3$6,000 for single filers and $12,000 for married couples
(provided both spouses are at least 65). This deduction applies to tax years 2025 through 2028
and could, in some cases, reduce or even eliminate federal income tax on Social Security
benefits. But it’s important to separate fact from fiction.

Contrary to what you may have read in headlines or heard in casual conversation, this is not a
repeal of federal Social Security taxation. Rather, it’s a deduction that lowers your taxable
income and may reduce your total tax bill if you qualify. And not all seniors will.

The deduction begins to phase out for those with a modified adjusted gross income above
$75,000 (single) or $150,000 (married filing jointly). Above these thresholds, the benefit
diminishes and may eventually disappear. In other words, if your income is modest, this new
deduction could offer welcome relief. But if your income is higher, the impact may be negligible.

It’s also worth noting that this provision expires after 2028 unless Congress acts to extend it. As
always, tax planning should take into account current law, not assumptions about what may or
may not be permanent.

At The Kelly Group, we are closely reviewing how this new deduction may affect our clients’
financial plans. As part of our commitment to caring and responsive service, we want to ensure
you aren’t misled by rumors—or missing out on tax-saving opportunities.

Other Provisions Worth Noting

Beyond the senior deduction, the OBBB includes a host of other tax and planning-related
provisions that could affect individuals, families, and small business owners:

o Estate Planning: The federal estate tax exemption has been permanently increased to
$13.99 million per person for 2025, with further inflation adjustments in future years.
Maryland residents should note that state estate tax thresholds remain much lower,
reinforcing the need for thoughtful estate planning.



o State and Local Tax (SALT) Deduction: The cap on deducting SALT expenses rises to
$40,000 (from $10,000) for households earning less than $500,000. This expanded
deduction sunsets after 2029.

e 529 Plan Flexibility: Starting in 2026, 529 plan funds can be used not only for college,
but also for workforce training, credentialing programs, and apprenticeships—giving
families more ways to support career readiness.

o Health Savings Accounts (HSAs): Expanded rules will make it easier to contribute and
benefit from tax savings, particularly for those with high-deductible health plans.

e  “Trump Accounts” for Newborns: Parents of children born between 2025 and 2028 can
now open government-seeded investment accounts designed to grow over time for
qualified life expenses.

These changes, while varied and sometimes complex, present opportunities to reassess your tax
strategies and long-term financial goals.

As always, our team is here to help. If you have questions about the senior deduction, or any

other part of this new law, don’t hesitate to reach out. We’re honored to serve as your trusted
guide.
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Freedom Federal Credit Union and The Kelly Group are not affiliated. Financial planning services, referenced
by Freedom Federal Credit Union through The Kelly Group, are subject to a referral agreement. Freedom
Federal Credit Union employees receive non-cash compensation, such as meals and/or beverages, from

time to time. Due to such compensation, there is a material conflict of interest and an incentive for Freedom
Federal Credit Union to recommend The Kelly Group. The Kelly Group does not provide tax or legal advice.
For information about The Kelly Group’s financial planning and wealth management services, contact our
office at 410-893-0560 or email us at info@kellyria.com. The Kelly Group is a trade name of Kelly Financial

Group, LLC, a registered investment adviser with the Securities and Exchange Commission

(“SEC?”). Registration with the SEC does not imply any level of skill or training. For more information about our
services, please see our Brochure and Relationship Summary, available on the SEC’s website at
www.adviserinfo.sec.gov, and on The Kelly Group’s website at www.kellyria.com.
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