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IRS RELEASES TAX
INFLATION ADJUSTMENTS
FOR TAX YEAR 2026

INCLUDING OBBB AMENDMENTS
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Each year, the IRS publishes inflation adjustments to a number of tax
provisions to reflect the rising costs. For tax year 2026, the inflation
adjustments are especially noteworthy because of certain amendments in
the One Big Beautiful Bill Act (“OBBBA”). The amendments affect standard
deductions, income tax marginal tax brackets, estate and gift tax exclusion
amounts, some of the employer benefits credits, and more. It is vital for
business leaders, advisors, and taxpayers to be aware of benefit of these
provisions and changes.
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Key Adjustments for Tax
Year 2026

1. Standard Deduction Increases

e Married-Joint: $32,200 (up from $31,500)

e Single / Married-Separately: $16,100

e Head of Household: $24,150

e The increases provide some minor relief and accounts for
inflationary pressure.

2. Marginal Tax Bracket Updates

e Top rate of 37% continues for incomes over $640,600
(single) and $768,700 (married-joint).

e Other brackets (35%, 32%, 24%, 22%, 12%, and 10% rates) are
raised, which reduces “bracket creep.”

e The minimum tax rate is 10% for single filers with an income
of $12,400 or less ($24,800 for married joint filers).

3. Alternative Minimum Tax (AMT) & Exemptions
e AMT exemption for unmarried individuals is $90,100 (phasing
out at 500,000).

e For Married Filing Jointly, the phase out threshold is
$1,000,000.

4. Estate & Gift Tax Exclusions

e The basic estate tax exclusion amount increased to
$15,000,000 (up from $13,990,000).

e Annual gift exclusion remains $19,000 and the special
exclusion for non-citizen spouses increases to $194,000.
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Key Adjustments for Tax
Year 2026

5. Adoption Credits

e The maximum credit permitted for adoptions for the tax year
2026 is the adoption-related qualified expenses up to
$17,670 which is an increase from $17,280 for 2025.

e For tax year 2026, the maximum refundable credit is $5,120.

6. Employer-Provided Childcare Tax Credit Boost

OBBB significantly enhanced this:
e The cap for the childcare credit increased from $150,000 to
$500,000 ($600,000 for eligible small business).

7. Other Adjusted Items

e Earned Income Tax Credit (EITC) maximum for qualifying
taxpayers is now $8,231.

e Qualified Transportation Fringe Benefit/parking limit is now
$340/month.

e Health Flexible Spending Arrangements (FSAs): salary reduction
limit is now $3,400 and carryover limit is $680.

e Medical Savings Accounts: deductible/out-of-pocket limits
adjustments.

e Foreign Earned Income Exclusion is now $132,900 (up from
$130,000).

www.swbadvisors.com TaxJourney®


https://swbadvisors.com/
https://www.linkedin.com/newsletters/taxjourney-by-swba-7213542831540297728/
https://www.linkedin.com/newsletters/taxjourney-by-swba-7213542831540297728/

Implications & Takeaways
for Businesses & Founders
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These inflation adjustments High net worth or pass-through
help mitigate tax drag created entities will be more relieved with
from rising nominal income, an increased exemption from
but do not affect the core tax estate and gift tax limits for
structure. planning and legacy purposes.

The increased employer Higher exemption thresholds
childcare credit could (AMT, standard deduction)
specifically help businesses eliminated moving taxpayers
that already offer generous into higher marginal burdens.
benefits.
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SMALL WORLD BUSINESS ADVISORS
CROSS BORDER TAX ADVISORY

Small World Business Advisors ("SWBA"), is a distinguished professional services firm
at the forefront of the industry. Our specialization lies in U.S. tax services focusing on
complex tax planning, mergers and acquisitions (“M&A”) transactions, cross-border
tax structuring, and tax compliance for our clients in business, financial services,
private equity, hedge funds, family offices and high net-worth individuals.

SWBA is led by former leaders at big-4 accounting firms, bringing unparalleled
experience and insights to every client engagement. Our team'’s profound technical
expertise and strategic acumen ensure that we deliver the highest quality of service.

SWBA is built on the pillars of integrity, transparency, and excellence. Our core values
guide everything we do, ensuring that we operate with the highest ethical standards
and provide honest, clear, and straightforward advice.

info@swbadvisors.com | www.swbadvisors.com

SWBA is not, by means of this publication, rendering accounting, business, financial, legal, tax, or other
professional advice or services. This document is not a substitute for such professional advice or services, nor
should it be used as a basis for any decision or action that may impact your business.

Before making any decision or taking an action that may impact your business, you should consult a qualified
professional advisor. SWBA, its affiliates, and related entities shall not be responsible for any loss sustained by
any person who relies on this document.

© Small World Business Advisors LLC and affiliated entities.
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