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emc CPAs

With the start of 2026 and the tax return filing
season beginning, we’ve compiled what we
believe to be a high-level outline of the year’s
inflationary adjustments, important tax updates,
and annual provisions that may impact you and
your businesses. All information within this
update is based on tax code and legislation as of
the date of publication and is subject to change.  
We hope you can use the following information to
prepare yourself for the coming discussions with
your accountant as you look to put another year
of tax returns in the books.
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Important Facts & Figures

Single

Rate Taxable Income Bracket

10% $0 to $11,925

12% $11,926 to $48,475

22% $48,476 to $103,350

24% $103,351 to $197,300

32% $197,301 to $250,525

35% $250,526 to $626,350

37% $626,351+

Head of Household

Rate Taxable Income Bracket

10% $0 to $17,000

12% $17,101 to $64,850

22% $64,851 to $103,350

24% $103,351 to $197,300

32% $197,301 to $250,500

35% $250,501 to $626,350

37% $626,351+

Married Filing Jointly

Rate Taxable Income Bracket

10% $0 to $23,850

12% $23,851 to $96,950

22% $96,951 to $206,700

24% $206,701 to $394,600

32% $394,601 to $501,050

35% $501,051 to $751,600

37% $751,601+

Standard Deduction

Single/Married Filing Separately $15,750 

Married Filing Jointly $31,500

Head of Household $23,625

Capital Gain Rates

Rate Single Married Filing Jointly

0% $0 to $48,350 $0 to $96,700

15% $48,351 to $533,400 $96,701 to $600,050

20% $533,401+ $600,051+

Additional Standard Deduction

Starting in tax year 2023, Pennsylvania now conforms to federal regulations regarding Section 1031.
Previously, Pennsylvania had not allowed for like-kind exchanges, but now Section 1031 is applicable for

taxpayers to take advantage of as done on their federal returns.

There is an additional deduction available for taxpayers over the age of 65 and/or blind.
For single and head of household filers, an additional deduction of $2,000 is added to the
standard deduction outlined above. Likewise, for married filing jointly filers, an additional
deduction of $1,600 per qualifying taxpayer ($3,200 jointly) is allowable.

Tax Brackets



Credits & Deductions

AMERICAN OPPORTUNITY TAX CREDIT ($2,500)*

Single Can claim if Adjusted Gross Income (AGI) is under $90,000

Married Filing
Joint Can claim if AGI is under $180,000

LIFETIME LEARNING TAX CREDIT ($2,000)*

Single Can claim if AGI is under $90,000

Married Filing
Joint Can claim if AGI is under $180,000

STUDENT LOAN INTEREST DEDUCTION ($2,500)*

Single Can claim if AGI is under $100,000

Married Filing
Joint Can claim if AGI is under $200,000

529 PLAN CONTRIBUTION DEDUCTION (PA)*

Single Can deduct $19,000 per beneficiary (with taxable income of at least $19,000)

Married Filing
Joint

Can deduct $19,000 per beneficiary per spouse (with taxable income of at least
$19,000 each)

*Subject to phase-out limitation



HEALTH SAVINGS ACCOUNT CONTRIBUTION LIMITS

Self-Only Max contribution of $4,300 (55+ years old, additional $1,000)

Family Max contribution of $8,550 (55+ years old, additional $1,000)

CHILD TAX CREDIT

BONUS DEPRECIATION

SECTION 179 EXPENSE

Tax year 2025 marks a significant departure from the originally scheduled phase‑out of bonus depreciation
under the Tax Cuts and Jobs Act (TCJA). Midway through the phase‑out period, the One Big Beautiful Bill Act
(OBBBA) restored 100% bonus depreciation for certain qualifying property. Under the rules now in effect, property
placed in service from January 1, 2025, through January 19, 2025, generally remains subject to 40% bonus
depreciation consistent with the prior TCJA schedule. However, qualifying property placed in service on or after
January 20, 2025, is again eligible for 100% bonus depreciation expense. 

With the start of another tax year, Section 179 limitations have increased, outlined below:

Expense allowable under Sec 179 totals a potential $2,500,000 for the 2025 tax year. This expense is subject to a
taxpayer’s business income and is limited by the taxpayer’s overall qualifying asset purchases. Purchases in
excess of $4,000,000, decrease the allowable expense on a dollar-for-dollar basis.

Pennsylvania continues to conform to Federal Section 179 provisions, following the change in the 2023 tax year.

The child tax credit for tax year 2025 is $2,200 per child.  Of this credit, $1,700 is refundable.  This credit begins to
phaseout for joint filers once MAGI exceeds $400,000, and for all other filers once MAGI exceeds $200,000.  The
credit decreases by $50 for every $1,000 income exceeds the above thresholds.



O N E  B I G  B E A U T I F U L  B I L L

STATE AND LOCAL TAXES

CAR LOAN INTEREST

TIP INCOME

OVERTIME PAY

CHARITABLE CONTRIBUTIONS

Changes for 2025

In July of this past year, the One Big Beautiful Bill Act (OBBBA) was passed, causing many tax law
changes for the 2025 tax year.  Outlined in the page below are some of the highlights from the bill’s
passing that could directly impact your tax filing for 2025.

in recent years, if an individual is itemizing,
any state and local taxes paid during the
tax years could be deducted within itemized
deductions.  However, this deduction has
historically been capped at $10,000. With the
passing of the OBBBA, this deduction cap
has increased from $10,000 to $40,000.  The
cap is reduced by 30% of the amount by
which the taxpayer’s MAGI exceed a
threshold amount of $500,000 for 2025.

For 2025, taxpayers may deduct up to
$10,000 of interest on qualified passenger
vehicle loans for new personal-use vehicles
with final assembly in the U.S. if the loan
originated after 12/31/2024.  This deduction
is subject to phaseout limitations.

For taxpayers within an occupation that
customarily receives tips, a deduction of up
to $25,000 of qualified tip income is
available in 2025.  Phaseout limitations
begin when the taxpayer’s MAGI exceeds
$150,000 ($300,000 for joint filers).

Taxpayers can take up to a $12,500
deduction ($25,000 for joint filers) for eligible
overtime pay.  Deduction begins to phase
out when the taxpayer’s MAGI exceeds
$150,000 for single filers and $300,000 for
joint filers.

Looking ahead: In tax year 2026 individuals
who do not qualify to itemize their
deductions will be able to claim a charitable
contribution deduction of up to $1,000
($2,000 for joint filers) for cash contributions
made during the year. The contribution must
be made in cash to qualifying organizations,
and cannot be carried over from previous
years.

SENIOR DEDUCTION

Taxpayers aged 65 or older as of 12/31/2025
qualify for a new senior deduction of $6,000
per individual available whether itemizing or
taking the standard deduction.  The
deduction fully phases out for MAGI over
$175,000 for single filers and $250,000 for
joint filers.



I M P O R T A N T  F I G U R E S :  P E N N S Y L V A N I A  T A X

2025 State Updates

EMPLOYEE CHILDCARE CONTRIBUTION
TAX CREDIT

For tax year 2025, Pennsylvania has made a tax law change to allow for a tax
credit for the benefit of businesses and their owners.  This credit will be calculated
as 30% of employers’ contributions to eligible childcare costs.

This credit will be capped at a max of $500 per employee, beginning tax year
2025.

529 SAVINGS - EMPLOYER MATCHING
For tax year 2025, Pennsylvania will allow employers to claim a tax credit of up to
25% of matched employee contributions to PA 529 Tuition Savings or PA ABLE
accounts.

This credit will be capped at $500 per employee per year.

CORPORATE TAX RATE
Pennsylvania’s corporate tax rate has decreased for tax year 2025 to 7.99%, down
from 2024's rate of 8.49%

NOL DEDUCTION
For 2025, businesses can deduct 40% of their corporate taxable income using NOL
carryforwards.  This limitation will gradually increase, evenutally reaching 80% in
2029



Retirement Information

E M P L O Y E E  R O T H  C O N T R I B U T I O N S

Beginning in tax year 2024 and continuing for tax year 2025, a required minimum distribution (RMD)
was no longer mandatory if part of an employer sponsored retirement plan. Prior to this change,
employer Roth retirement plans required employees to take an RMD. 

R E Q U I R E D  M I N I M U M  D I S T R I B U T I O N S

With the previous passing of the SECURE 2.0 Act, differences in the treatment of retirement
accounts became prevalent for the 2024 tax year.  See below for changes spilling into tax year
2025 as a result.

Any taxpayer turning 73 must take an RMD by April 1 of the following year, unless born after
December 31, 1959. Those born in the year 1960 or later will take RMDs at age 75.

This is up from previous regulations, which required distributions from retirement accounts
at the age of 72 in tax year 2023.

If the required minimum distribution is not taken, the penalty is 25% which is down from
previous years of 50%.

R O T H  I R A  C O N T R I B U T I O N  L I M I T S

For tax year 2025, the max amount of Roth IRA contributions a taxpayer under the age of 50 is
allowed to contribute is $7,000.  For taxpayers 50 years old and older, an additional $1,000 in
catchup contributions is allowable.

This contribution is subject to income limitations. For a taxpayer filing as single, Modified Adjusted
Gross Income (MAGI) must be below $150,000 to take the contribution with no phase-out. The
contribution will then phase out for MAGI between $150,000 and $165,000. Income limitations for
taxpayers filing Married Filing Joint are as follows:

Full Contribution: MAGI under $236,000
Phase out Contribution: MAGI between $236,000 and $246,000

T R A D I T I O N A L  I R A  C O N T R I B U T I O N
L I M I T S

The max amount of traditional IRA contributions a taxpayer under the age of 50 is allowed to
contribute is $7,000. For taxpayers 50 years old and older, an additional $1,000 in catchup
contributions is allowable.  The contribution allowed is subject to phase-out limitations based on
income.



2025 TAX DEADLINES

Partnerships (Form 1065)
S Corporations (Form 1120-S) 03/16/2026

Individuals (Form 1040)
Corporations (Form 1120) 04/15/2026

Extended Partnership & S
Corporation 09/15/2026

Extended Individuals/Corporations 10/15/2026

M I L E A G E  R A T E

Starting in tax year 2023, Pennsylvania now
conforms to federal regulations regarding
Section 1031. Previously, Pennsylvania had
not allowed for like-kind exchanges, but

now Section 1031 is applicable for taxpayers
to take advantage of as done on their

federal returns.

C O N T A C T  U S

YORK - 717.650.6225

admin@emccpas.com

emc CPAs LLC

emc CPAs, LLC

Need to Know: Dates and Rates

For tax year 2025, the business mileage
rate has increased from prior years to
70 cents per mile.

For tax year 2026, the business
mileage rate will increase to 72.5
cents per mile

The charitable mileage rate remains
the same at 14 cents per mile.

The medical or moving (for active
members of the Armed Forces)
mileage rate is 21 cents per mile.

For tax year 2026, the
medical/moving rate will decrease
to 20.5 cents.

LANCASTER - 717.393.0767


