	
	
	



	
	
	



The One Big Beautiful Bill Act
Effective 2025 for individuals
New Individual income tax provisions
· No tax on tips: For 2025–2028, an above-the-line deduction is created for qualified tips, subject to income and occupation. Guidance on how employers will track tips is not yet available. You can be prepared by tracking your tips on your own.
· No tax on overtime: For 2025-2028, the premium on overtime hours may be deducted from income, up to $12,500 for single filers and $25,000 for joint filers, subject to income phaseouts. The premium is any excess amount paid above the normal rate. Guidance on how employers will track overtime premiums is not yet available. You can be prepared by tracking your overtime premiums on your own.
· Enhanced deduction for seniors: For 2025–2028, a $6,000 deduction is available for seniors (age 65+) with income below $75,000 ($150,000 for joint filers). While there were rumors of social security being non-taxable, that is not true. The tax on social security has not changed but many seniors will still benefit from this enhanced deduction.
· Car loan interest deduction: For 2025–2028, up to $10,000 of interest on loans for new U.S.-assembled passenger vehicles may be deducted, subject to income phaseouts and other limitations.
Changes to existing Individual income tax provisions 
· Permanent extension of lower tax rates and brackets: The OBBBA generally makes the tax rates enacted in 2017 in the Tax Cuts and Jobs Act (TCJA) permanent. 
· Standard deduction: The nearly doubled standard deduction is made permanent. For 2025 the amounts are as follows, and are adjusted for inflation thereafter: 
Single & Married Filing Separately (MFS): $15,750 
Head of Household (HoH): $23,625
Married Filing Jointly (MFJ): $31,500
· Child Tax Credit: The nonrefundable child tax credit increases to $2,200 per child and the credit amount is indexed for inflation thereafter. 
· SALT deduction cap: The state and local tax (SALT) deduction cap is increased to $40,000 and is phased out for taxpayers with modified adjusted gross income over $500,000. In 2030 the deduction will return back to $10,000.
· Moving expense deduction: The deduction is permanently terminated except for those in the Armed Forces. 
· Home mortgage interest and insurance premiums: The $750,000 limit on mortgage interest and mortgage insurance premiums on a qualified residence is made permanent. The exclusion of home-equity indebtedness, unless used to buy, build, or substantially improve the residence securing the loan, is also now permanent. 
· Casualty loss deduction for personal casualties: The limitation on personal casualty loss deductions, unless from a federally-declared disaster, is made permanent. However a provision is added to include state-declared disasters.
· Residential energy Credits: Energy credits for homeowners remain in effect for systems installed and in service by December 31, 2025. The credits have been eliminated after this date.
· Other deductions and credits: Several other deductions and credits, including the adoption credit, employer-provided childcare credit, paid family and medical leave credit, and education-related benefits are made permanent. 
Effective 2026 for individuals
· Charitable deduction for non-itemizers: An above-the-line deduction is added for charitable contributions ($1,000 for single filers, $2,000 for joint filers).
· Estate and gift tax exemption: The increased exemption is made permanent and raised to $15 million per individual ($30 million for married couples) in 2026, and indexed for inflation thereafter.
· Trump accounts: Accounts are seeded with $1,000 for newborn children. These accounts will be considered IRAs (but not a Roth IRA) allowing taxpayers to deduct contributions today and pay the tax later when it is distributed. Contributions may be made until the year the child turns 18 with annual limitations. Distributions may be made starting in the year the child turns 18. 
Changes to existing business income tax provisions
· QBI deduction: The qualified business income (QBI) deduction is made permanent and the deductible amount for each qualified business remains at 20%. 
· Bonus depreciation: 100% expensing (bonus depreciation) for qualified property is restored for property placed in service after January 19, 2025.
· Sec. 179 expensing: The maximum amount a business may expense for qualifying expenses is increased to $2.5 million, with the phaseout threshold raised to $4 million, both indexed for inflation after 2025.
· R&E expenditures: Immediate deduction of domestic research or experimental expenses paid or incurred in 2025 is allowed. However, research or experimental expenses attributable to research that is conducted outside the United States will continue to be capitalized and amortized over 15 years.  
· Third-party network transaction reporting threshold: Form 1099-K, Payment Card and Third Party Network Transactions, reporting reverts back to previous rules where reporting is required if transactions exceed $20,000 and the aggregate number of transactions exceeds 200.
· Form 1099 reporting threshold: The information reporting threshold for payments for services increases to $2,000 in a calendar year (up from $600) in 2026, and the threshold amount will be indexed annually for inflation starting in 2027. 
· Clean energy credits: Several clean energy credits from the Inflation Reduction Act are terminated. 


