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DISCLAIMER

THIS GUIDE IS FOR INFORMATIONAL AND
EDUCATIONAL PURPOSES ONLY AND DOES

NOT CONSTITUTE LEGAL, TAX, OR FINANCIAL
ADVICE. TAX LAWS ARE SUBJECT TO CHANGE,

AND THEIR APPLICATION VARIES BASED ON
INDIVIDUAL CIRCUMSTANCES. THE

INFORMATION PROVIDED HERE IS A GENERAL
SUMMARY OF RECENT LEGISLATION AND MAY

NOT REFLECT YOUR SPECIFIC SITUATION.
YOU SHOULD CONSULT WITH A QUALIFIED

TAX PROFESSIONAL, CPA, OR LEGAL ADVISOR
BEFORE MAKING ANY TAX OR FINANCIAL

DECISIONS. READING THIS GUIDE DOES NOT
CREATE A CLIENT RELATIONSHIP.

ALWAYS SEEK PERSONALIZED ADVICE
REGARDING YOUR UNIQUE BUSINESS AND

FINANCIAL CIRCUMSTANCES.



Qualified
Business
Income
Deduction
(QBID)

Tax Provision Summary of Update

The 20% Qualified Business Income
Deduction is now permanent. Under
prior law, it was set to expire after
2025.
Applies to sole proprietorships,
partnerships, S corporations, REITs,
and PTPs.
Phase out range increases from
$50,000 to $75,000 for single filers.
Phase out range increases from
$100,000 to $150,000 for married
filing jointly.
Minimum deduction of $400,
indexed for inflation.
Taxpayers with at least $1,000 in
active business income receive the
greater of their calculated deduction
or $400, even if subject to phase out
limits.
Applies to tax years beginning after
December 31, 2025.
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Bonus
Depreciation

Tax Provision Summary of Update
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Section 179
Expensing
Limits

Bonus depreciation allows businesses to
expense qualifying property in the year it is
placed in service instead of depreciating it
over its recovery period.
Generally applies to new or used tangible
property with a recovery period of 20 years or
less, as well as off the shelf software.
There are no annual dollar limits, and it applies
automatically unless the taxpayer elects out.
Under prior law, 100% was allowed in 2023,
60% in 2024, and was scheduled to decrease
to 40% in 2025, 20% in 2026, and 0% in
2027. Certain long production period property
qualified for 80% in 2024.
Under the new law, 100% bonus depreciation
is made permanent for qualifying property
purchased and placed in service after January
19, 2025.

Section 179 allows immediate expensing of
qualifying equipment and assets.
Under prior law, the 2025 limit was
scheduled to be $1,250,000, with a phase
out beginning at $3,130,000.
Under the new law, the 2025 limit increases
to $2,500,000, with the phase out beginning
at $4,000,000 (both amounts will be
adjusted for inflation).
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“No Tax on
Tips” Reporting

Tax Provision Summary of Update
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“No Tax on
Overtime”
Reporting

A new deduction for tips was created
Under the new law, employers and payors
must separately report eligible tip income
for workers who may qualify for the tip
deduction.
Reporting forms must distinguish eligible
tips from other compensation and include
the recipient’s occupation.
Applies to employees, independent
contractors, and direct sellers.
Effective January 1, 2025. Transition rules
for 2025 allow tips to be separated or
estimated using any reasonable IRS
approved method.

A new deduction for overtime was created
Under the new law, employers must
separately report qualified overtime from
other wages on Form W-2, or Form 1099
in limited cases.
Applies to employees who may qualify for
the overtime deduction.
Effective January 1, 2025. Transition rules
for 2025 allow overtime to be separated or
estimated using any reasonable IRS
approved method.
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1099
Reporting
Threshold

Tax Provision Summary of Update
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1099-K
Reporting
Thresholds

Under prior law, businesses were required to
issue a Form 1099 when payments to a payee
exceeded $600 per year. The same $600
threshold applied to backup withholding if a
correct taxpayer identification number was not
provided.
Under the new law, the reporting and backup
withholding threshold increases to $2,000
beginning in 2026.
Starting in 2027, the $2,000 threshold will be
indexed for inflation.
Effective for payments made on or after
January 1, 2026.

Under prior law, third party payment platforms
must issue Form 1099-K when annual payment
thresholds are exceeded.
Prior to 2024, the threshold was $20,000 in
payments and more than 200 transactions.
The threshold was reduced to $5,000 in 2024,
$2,500 in 2025, and was scheduled to drop to
$600 in 2026.
Under the new law, the threshold permanently
returns to $20,000 and more than 200
transactions.
These same thresholds apply for backup
withholding when a valid TIN is not provided.
Effective for transactions after 2023.
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Stay
connected!

I deliver exceptional bookkeeping services with a focus on
clarity and actionable insights that drive your business forward.

Our customized bookkeeping packages are built for your
specific needs. As certified QuickBooks ProAdvisors, we
empower your success through expert training and consulting.

Want more clarity in your
business finances? 

https://www.facebook.com/profile.php?id=100087393345613
https://www.linkedin.com/company/cln-equity-management-llc
https://www.instagram.com/clnequitymgmt/
https://clnequitymgmt.com/contact/
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