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Private Bank’s Washington Tax Watch — May 12, 2025 Edition

Recent Developments

Ways & Means Committee releases first look at tax legislation, which includes expected language to extend or make permanent
expiring taxpayer-friendly provisions

Highlights

On May 9, the House Ways & Means Committee released an initial partial draft of long-awaited tax legislation that would extend, or make permanent, many of the provisions of the Tax
Cuts & Jobs Act (TCJA) scheduled to expire at the end of this year. On May 12, the Committee released more detail, including 389 pages of proposals that are estimated to increase
the net deficit by approximately $3.7 trillion over 10 years.

Most notably for high-income taxpayers, the bill would permanently retain the 37% top income tax rate and increase the exclusion amount used for estate, gift, and GST tax purposes
from $13.99MM to a new base amount of $15MM effective 1/1/26 and adjusted for inflation thereafter. The bill would permanently increase the state and local tax (SALT) deduction cap
to $30,000 for married couples filing jointly that make under $400,000 ($200,000 for single filers), with phaseouts that would limit the deduction for high-income taxpayers to the current
$10,000. It would effectively eliminate the deductions that many pass-through entities take for state and local taxes paid (the so-called “SALT cap workaround”). It would also revive a
modified version of the overall limitation on itemized deductions (the so-called “Pease limitation”) that would reduce itemized deductions (for example, charitable contributions and
investment interest) for individuals in the top rate bracket, beginning 1/1/26.

Also made permanent would be the existing alternative minimum tax exemption amounts and phase-out thresholds, the $750,000 principal cap on mortgage interest deductibility, and
the disallowance of miscellaneous itemized deductions (formerly applicable to investment management fees, among other expenses). The bill would allow — from 2025 through 2028 —
an above-the-line deduction for tip income paid voluntarily to non-highly compensated individuals working in occupations “which traditionally and customarily received tips” before 2025
(to be defined after enactment), and for qualified overtime compensation.

Revenue raisers include a progressive excise tax on the net investment income of private foundations, from 1.39% up to a top 10% rate for foundations with $5 billion in assets. It would
also, starting 1/1/26, subject large private college and university endowments to up to a 21% excise tax. The bill would halve amortization benefits for professional sports team owners
that acquire teams after the date of enactment (i.e., the ability to recover the purchase price of the franchise, player contracts, season ticket lists, media contracts, etc., over a 15-year
period). President Trump’s suggestion to treat some carried interest as ordinary income is not included. Another closely-watched item, the tax-exempt status of municipal bonds, was
also not addressed.

Among the business-friendly provisions, the bill would restore 100% bonus depreciation for certain business property, allow immediate expensing of domestic R&D expenditures, and
provide more generous limitations on business interest deductibility, through the end of 2029. The 20% qualified business interest deduction on income earned by owners of certain
“pass-through” businesses (such as partnerships, S corporations and sole proprietorships) would increase to 23%, reducing the top effective rate on that income from 29.6% to 28.5%.

The details of these proposals will likely shift as Republicans begin to debate the specifics of the bill on May 13. Other issues could also defeat the bill, including the amount and nature
of proposed spending cuts, the method used to determine the estimated cost of the bill, and the approach to increasing the debt ceiling before the recently-announced August deadline.

House leadership aims to pass this bill before the Memorial Day recess. The administration and Senate leadership are targeting enactment by July 4. Some observers have suggested
that a more realistic date is late July: just before Congress’ extended recess and the debt ceiling deadline.
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Important Information

This material is for information purposes only, and may inform you of certain products and
services offered by private banking businesses, part of JPMorgan Chase & Co. (“{JPM”).
Products and services described, as well as associated fees, charges and interest rates,
are subject to change in accordance with the applicable account agreements and may differ
among geographic locations. Not all products and services are offered at all locations. If you
are a person with a disability and need additional support accessing this material, please
contact your J.P. Morgan team or email us at accessibility.support@jpmorgan.com for
assistance. Please read all Important Information.

GENERAL RISKS & CONSIDERATIONS

Any views, strategies or products discussed in this material may not be appropriate for all
individuals and are subject to risks. Investors may get back less than they invested, and
past performance is not a reliable indicator of future results. Asset
allocation/diversification does not guarantee a profit or protect against loss. Nothing in this
material should be relied upon in isolation for the purpose of making an investment decision.
You are urged to consider carefully whether the services, products, asset classes (e.g.
equities, fixed income, alternative investments, commaodities, etc.) or strategies discussed are
suitable to your needs. You must also consider the objectives, risks, charges, and expenses
associated with an investment service, product or strategy prior to making an investment
decision. For this and more complete information, including discussion of your goals/situation,
contact your J.P. Morgan team.

NON-RELIANCE

Certain information contained in this material is believed to be reliable; however, JPM does
not represent or warrant its accuracy, reliability or completeness, or accept any liability for
any loss or damage (whether direct or indirect) arising out of the use of all or any part of this
material. No representation or warranty should be made with regard to any computations,
graphs, tables, diagrams or commentary in this material, which are provided for illustration/
reference purposes only. The views, opinions, estimates and strategies expressed in this
material constitute our judgment based on current market conditions and are subject to
change without notice. JPM assumes no duty to update any information in this material in
the event that such information changes. Views, opinions, estimates and strategies
expressed herein may differ from those expressed by other areas of JPM, views expressed
for other purposes or in other contexts, and this material should not be regarded as a
research report. Any projected results and risks are based solely on hypothetical examples
cited, and actual results and risks will vary depending on specific circumstances. Forward-
looking statements should not be considered as guarantees or predictions of future events.
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Nothing in this document shall be construed as giving rise to any duty of care owed to, or
advisory relationship with, you or any third party. Nothing in this document shall be regarded
as an offer, solicitation, recommendation or advice (whether financial, accounting, legal, tax
or other) given by J.P. Morgan and/or its officers or employees, irrespective of whether or not
such communication was given at your request. J.P. Morgan and its affiliates and employees
do not provide tax, legal or accounting advice. You should consult your own tax, legal and
accounting advisors before engaging in any financial transactions.

LEGAL ENTITY, BRAND & REGULATORY INFORMATION

In the United States, bank deposit accounts and related services, such as checking, savings
and bank lending, are offered by JPMorgan Chase Bank, N.A. Member FDIC.

JPMorgan Chase Bank, N.A. and its affiliates (collectively “JPMCB”) offer investment
products, which may include bank managed investment accounts and custody, as part of its
trust and fiduciary services. Other investment products and services, such as brokerage and
advisory accounts, are offered through J.P. Morgan Securities LLC (“JPMS”), a member of
FINRA and SIPC. Insurance products are made available through Chase Insurance Agency,
Inc. (CIA), a licensed insurance agency, doing business as Chase Insurance Agency
Services, Inc. in Florida. JPMCB, JPMS and CIA are affiliated companies under the common
control of JPM. Products not available in all states.

References to “J.P. Morgan” are to JPM, its subsidiaries and affiliates worldwide. “J.P.
Morgan Private Bank” is the brand name for the private banking business conducted by JPM.
This material is intended for your personal use and should not be circulated to or used by any
other person, or duplicated for non-personal use, without our permission. If you have any
questions or no longer wish to receive these communications, please contact your J.P.
Morgan team.
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