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IMPACT OF THE ONE BIG BEAUTIFUL BILL ACT 
The One Big Beautiful Bill Act (OBBBA) was signed into law on July 4, 2025.  Many significant changes 

were introduced with this Act.  Below are some of the more common impacts. 

 

EFFECTVE FOR TAX YEAR 2025 

1) Deduction for Taxpayers Age 65 and Over - Beginning in 2025, there is a new, temporary 

deduction for taxpayers 65 years or older.  This $6,000 per person deduction will expire after 

the 2028 tax year, and will phase out for single filers beginning at $75,000 and married filing 

jointly (MFJ) taxpayers beginning at $150,000 modified adjusted gross income (MAGI). 

 

2) Child and Dependent Care Expense Credit – The new bill increases the maximum credit to 

50%, from the prior 35% maximum.  This change will mainly benefit lower-income taxpayers, 

as the credit minimizes to 20% the higher a taxpayer’s Adjusted Gross Income (AGI) rises. 

 

3) Increase in SALT Deduction – For those taxpayers itemizing deductions, a major benefit in 2025 

is an increase in the allowable deduction for certain state and local taxes (SALT), rising from 

the current $10,000 limit to $40,000 in 2020.  This increases by 1% each year through 2029, 

after which the deduction reverts to $10,000. 

 

4) No Tax on Tips – Another temporary change is the deduction of certain cash tips from taxable 

income.  Only certain occupations/industries qualify for this deduction, there is a maximum 

for the deduction, and the deduction begins to minimize as MAGI increases.  This deduction is 

slated to disappear for tax years beginning in 2029.  Required information should appear on 

your Form W-2. 

 

5) No Tax on Overtime – Similar to Tips above, this is a temporary change, ending on 12/31/2028.  

Defined as the premium paid for overtime hours (not the full hourly rate), this deduction also 

is limited to specific occupations, has a maximum, and is reduced as MAGI increases.  Required 

information should appear on your Form W-2. 

 

6) Deductible Car Loan Interest – Another temporary change ending after tax year 2028, this 

deduction is capped at $10,000, and is restricted to new-vehicle loans originating after 

12/31/2024.  There are other restrictions for the deduction, which also minimizes as MAGI 

increases. 

 



EFFECTIVE FOR TAX YEAR 2026 

7) Income Tax Rates – The Bill made permanent the lower tax rates introduced in 2018, which 

otherwise would have expired on December 31, 2025.  This is good news for the majority of 

tax payers up and down the income spectrum. 

 

8) Standard Deduction – The law makes the larger Standard Deduction permanent.  This 2018 

change nearly doubled the Standard Deduction, while elimination the Personal Exemptions. 

 

9) Child Tax Credit – In 2018, the Child Tax Credit was doubled to $2,000 per eligible dependent.  

The change was scheduled to sunset after 2025.  The OBBBA made this change permanent, 

and indexes the credit to inflation, making the 2025 credit maximizing at $2,200. 

 

10) Miscellaneous Itemized Deductions – The prior temporary elimination of Miscellaneous 

Itemized Deductions subject to the 2% AGI threshold, previously expected to go away at the 

end of 2025, has been made permanent.  Thus, any unreimbursed employee expenses, tax 

preparation fees, safe deposit box fees, investment advisory fees, as well as employee office-

in-home expenses and other miscellaneous expenses, will continue to not be deductible going 

forward 

 

11) Dependent Care Assistance Contributions (DCAP) – The employer-provided dependent care 

assistance program maximum contribution has been raised to $7,500 for a MFJ couple.  This is 

a pre-tax deduction from taxable wages. 

 

12) Charitable Contribution Deduction – Effective in 2026 a taxpayer can deduct up to $1,000 of 

(cash) charitable contributions without itemizing deductions.  Contributions that do not 

exceed the first .5% of AGI cannot be deducted.  

 

There are many other new or adjusting changes within the OBBBA that may not affect a large number 

of taxpayers, including sunset provisions for the clean vehicle/home and energy efficient home 

improvement credits, increases to the education expense credit, Trump Savings Accounts, changes to 

529 plans, modifications to gambling loss deductibility, and Adoption credits.   

 

We are available for planning assistance or questions on any of the above. 


