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On Friday, July 4, President Trump signed into law the One Big Beautiful Bill Act (H.R. 1) (“Big
Beautiful Bill”) after narrow approval from both houses of Congress. The legislation extends the Tax
Cuts and Jobs Act and enacts significant policy changes to healthcare, energy, and border security.
Notably, the Big Beautiful Bill also introduces a new children’s savings vehicle known as “Trump
Accounts.” In addition to a government seed contribution, and any taxpayer contributions,
employers may also contribute to a Trump Account established for an employee’s minor child.
Employers may deduct the contribution as additional wages, while providing the employee with
exempt-from-income benefits.

What Are Trump Accounts?

Trump Accounts are a new federal tax-advantaged children’s savings program effective for tax years
beginning in 2026. Each eligible child born in the United States between January 1, 2025 and
December 31, 2028, will receive a one-time $1,000 government contribution into a designated
investment account, generally structured as a traditional individual retirement account (“IRA”) under
Section 408(a). In addition to the government seed money, Trump Accounts will allow contributions
up to $5,000 a year (adjusted for inflation) by (i) taxpayers (including, without limitation, parents,
guardians, and relatives) and (ii) employers. Additional contributions, not subject to the $5,000
annual limit, may be provided by nonprofit organizations and governmental entities. Note, if a parent
does not voluntarily create a Trump Account, the Treasury Department will automatically create and
fund a Trump account when a parent files a tax return that includes an eligible child. More
information regarding eligibility criteria is expected in forthcoming Treasury regulations.

Key Aspects of Trump Accounts

e Contributions to Trump Accounts may only be made beginning 12 months after enactment of the
Big Beautiful Bill, and only until the child beneficiary reaches age 18.

e Trump Accounts grow tax-deferred until the beneficiary withdraws the money.
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e Withdrawals are generally not permitted under Trump Accounts until the beneficiary reaches age
18.

e Trump Accounts are required to be invested in a mutual fund or exchange traded fund which
tracks a US stock index and does not have annual fees and expenses of more than 0.1%.

Tax Treatment

Trump Accounts are to be treated similarly to traditional IRAs for tax purposes, but taxpayers will not
receive tax deductions for their contributions. This means that: (i) taxpayer contributions are after-
tax, (ii) contributions and earnings grow tax-deferred, and (iii) withdrawals in excess of taxpayer
contributions are taxed as ordinary income if used for qualified expenses and otherwise may be
subject to an additional 10% early withdrawal penalty. Specific details on early withdrawal penalties
and qualified expenses (e.g., higher education expenses, first-time home purchase, or small
business expenses) are pending further regulatory guidance.

Employer Contributions

Employers may contribute up to $2,500 per year (adjusted for inflation), on a tax-free basis, on
behalf of their employees’ dependents or their teenage employees. Contributions in excess of
$2,500 will be treated as taxable income to the employee. Employers can claim a tax deduction for
such contributions as a business expense. However, employer contributions will require a written
plan document, and the program will have to comply with certain rules applicable to dependent care
FSA accounts under Code Section 129(d) (e.g., related to nondiscrimination and statement of
expenses).

Differences from Code Section 529 College Savings Plans

Trump Accounts may be used to supplement other savings vehicles used for children, such as Code
Section 529 College Savings Plans (“529 plans”). Trump Accounts have the advantage of receiving
an initial $1,000 in government seed funding and permitting withdrawals for various expenses.
However, in practice, Trump Accounts may offer limited tax benefits compared to 529 plans. Below
is a chart highlighting certain key differences:

Trump Account 529 College Savings Plan

e Allows withdrawals for various qualified
expenses (e.g., higher education expenses,
first-time home purchase, and small business
expenses)

e [imited to qualified education expenses

e [imited to investingin a US stock index e Provides multiple investment options



e Limited to $5,000 total contributions per year ¢ No annual federal contribution limit

by taxpayers and employers
e Annual federal gift tax limit (i.e., $19,000 for

gifts by a single filer and $38,000 for gifts by a
married couple)

e Aggregate state lifetime limits of ~$200,000
up to ~$600,000

e Withdrawals in excess of taxpayer
contributions are subject to ordinary income ¢ Withdrawals are tax-free
taxation

e Taxpayer contributions do not qualify for tax e Taxpayer contributions may qualify for state
deductions income tax deductions or credits

Action Item

We will monitor Treasury and IRS guidance regarding the Big Beautiful Bill, including for Trump
Account administration, implementation timelines, and reporting requirements. If your company has
any questions in the meantime, reach out to your Jenner & Block contact.
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