
 

 

 

 

 

 

2025 Income Tax Rates 
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Alternative Minimum Tax 

Affordable Care Act (ACA) Taxes 

Estate and Gift Taxes 

Estates. The federal estate tax exemption in 2025 is $13,990,000. With appropriate tax 
filings and tax elections, married couples may secure a $27,980,000 exemption regardless of 
which spouse dies first or how the couple owns their property (assuming they both die in 
2025 ). Amounts in excess of the exemption are taxed at a 40% rate. 

Gifts. he lifetime federal gift tax exemption in 2025 is $13,990,000. Amounts transferred in 
excess of the exemption are taxed at 40%.  

For 2025 , the annual exclusion from gift tax is $19,000. A gift no larger than $19,000 may be 
given to each of as many people as you wish without incurring gift tax or using your lifetime 
federal gift tax exclusion. To qualify for the annual exclusion, the gift must be of a “present 
interest,” meaning the person receiving the gift must have the immediate right to use and 
enjoy the gift, without strings attached. Couples may “split” their gifts to secure a $38,000 
annual exclusion. 
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Investments 

At higher income levels, the maximum tax rate on long-term capital gains is 20%. 

College Savings Incentives 

Section 529 plans. No federal tax 
need be paid on the income earned 
on amounts accumulated in a state-
sponsored Section 529 plan. When 
withdrawals are made and used for 
qualified education expenses (college 
or up to $10,000 of elementary or 
secondary school expenses) or up to 
$10,000 (lifetime limit per individual) 
used to pay principal or interest on 
qualified education loan, they won’t 
be taxed either. 
Coverdell Education Savings 
Accounts (CESAs).  You can 
contribute up to $2,000 a year per 
child to a CESA. Earnings grow tax-
free as long as withdrawals are used 
for qualified education expenses. 
Eligibility to contribute the full 
amount phases out between a 
modified adjusted gross income 
(MAGI) of $95,000 and $110,000 
(singles) and, between $190,000 and 
$220,000 (marrieds filing jointly). 
American Opportunity Tax Credit. 
The maximum American 
Opportunity Tax Credit is 100% of 
the first $2,000 and 25% for the 
next $2,000 of qualified tuition and 
related expenses. The credit phases 
out at MAGI of $160,000 for 
marrieds filing jointly ($80,000 for 
singles). 
Lifetime Learning Credit. The 
maximum Lifetime Learning Credit is 
$2,000, with the credit phasing out 
at modified adjusted gross income 
of $160,000 for marrieds filing 
jointly ($80,000 for singles). 
U.S. Savings Bonds income 
exclusion. For 2025 , the income 
from certain U.S. Savings Bonds 
used to pay qualified higher 
education expenses may be 
excluded from tax. Eligibility for the 
exclusion phases out from $149,250 
to $179,250 for marrieds filing 
jointly, $99,500 and $114,500 for all 
other returns. 
Interest deduction for education loans. For 2025 , the income from certain U.S. Savings 
Bonds used to pay qualified higher education expenses may be excluded from tax. Eligibility 
for the exclusion phases out from $149,250 to $179,250 for marrieds filing jointly, $99,500 
and $114,500 for all other returns. 
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Retirement Plans and Social Security 
Other Credits and Deductions 

Long-term care insurance 
premiums. In some instances, 
portions of the premiums paid 
for qualified long-term care 
insurance may be tax deductible. 
For 2025 they are: $470 for those 
who are age 40 or under at the 
end of the tax year; $880, if older 
than 40 but not older than 50; 
$1,760, older than 50 but not 
older than 60; $4,710, older than 
60 but not older than 70; $5,880, 
older than 70. 
Adoption credit. You may be able 
to take a tax credit of up to 
$16,810 for qualifying expenses 
paid to adopt an eligible child. 
Phaseout begins at modified 
adjusted gross income of $252,150 
and is phased out completely at 
$292,150. 

 
Developments occurring after January 
1, 2025, are not reflected in this guide. 

This publication is designed to provide 
informative material and is distributed 
with the understanding that it does not 
constitute legal or other professional 
advice. Although it is intended to be 
accurate, neither we nor any other 
party will assume liability for loss or 
damage as a result of reliance on it. 
Appropriate legal or other expert 
assistance should be sought from a 
competent professional. 
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