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UNPACKING THE BIG BEAUTIFUL BILL:
WHAT IT MEANS FOR YOU

As Prager Metis tax professionals continue to monitor
developments on Capitol Hill, the informally dubbed “Big Beautiful
Bill” (“BBB”) has emerged as a landmark piece of legislation with
far-reaching implications. Despite its playful nickname, the BBB
introduces substantial reforms—ranging from IRS modernization
and green energy incentives to significant changes in individual
and business tax credits, deductions, and procedural rules. These
sweeping updates could fundamentally reshape how taxpayers
and advisors interact with the IRS.

Here’s what you need to know about the key provisions—and how
they may impact our clients and the broader tax landscape.

Individual Provisions

Continued on page 2

By:  Jonathan Gold; Hal Peterson, JD, CPA; Marnette Myers, JD, CPA; Michael Browns, CPA; Nicole Bononi-Wilson, JD, MAFM

The BBB introduces a range of changes that directly impact individual taxpayers across the country. From adjustments to income tax
brackets and deductions to modifications in credits for families, education, and clean energy, the bill aims to simplify the tax process
while encouraging economic participation and sustainability. For many individuals, these updates could mean new opportunities for
savings – but also new rules to understand. As the IRS begins implementing these changes, staying informed is key to making the
most of the BBB’s benefits and avoiding potential pitfalls. 

 a.  State and Local Income Tax (“SALT”) Deduction

A “hot button” topic during the negotiations in the House and Senate, the SALT deduction cap was increased to $40,000 from
$10,000 by the BBB. The increase is effective for tax years beginning in 2025. The cap will increase by 1% each year through 2029
after which it reverts to the $10,000.00 amount. The benefit will be reduced for those taxpayers who have income in excess of
$500,000, with a 1% increase to that “threshold” amount each year, also through 2029.

 b.  Standard Deductions Increases 

The BBB raises the amount of the standard deductions beginning in 2025 and provides for inflation-related adjustments for
subsequent years. The 2025 amounts are as follows:

 Joint Filers: $31,500
 Heads of Household: $23,625
 Single Taxpayers and Married Filing Separately Taxpayers: $15,750

 c.  Tax Brackets
 
The brackets which have been in effect since the passage of the Tax Cuts and Jobs Act of 2017 (“TCJA”) were made permanent under
the BBB. The brackets were to be revised as of January 1, 2026, under previous law.
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Individual Provisions (cont.)

  d . Personal Exemptions
 
The BBB permanently eliminated personal exemptions. However, it also provided for a $6,000 deduction for seniors age 65 or older
after 2024 and before 2029. A phase-out of this deduction occurs for those taxpayers with “modified adjusted gross income”
(“MAGI”) in excess of $75,000.00 or $150,000 for joint filers.

 e.  Overtime Compensation
 
Wage earners who receive overtime compensation will be able to claim a deduction, even if they do not itemize, for up to $12,500 of
overtime pay. This deduction expires after 2028. It is subject to a phase-out if MAGI exceeds $150,000, or $300,000 for taxpayers
filing jointly.

 f.  Tip Income

The BBB also provides for a deduction, even if taxpayers do not itemize, for income from tips. A Social Security Number is required to
claim the deduction. It is capped at $25,000 and will also phase out when MAGI exceeds $150,000, or $300,000 for joint filers.

 g.   Child Tax Credit

The BBB permanently increased the base amount of the credit to $2,200 from the previous $2,000 cap. This will be increased for
inflation annually. The refundable portion of the child tax credit (the “additional child tax credit”) was also capped at $1,400 under the
BBB. The taxpayers claiming the credits AND the child for whom the credits are claimed must have Social Security Numbers.

h.   Itemized Deduction Limitation
 
The BBB reinstates the limitation on itemized deductions for taxpayers in the 37% tax bracket, effective for tax years after 2025.

 i.   Automobile Loan Interest

A deduction of up to $10,000 of interest paid on a loan to purchase an automobile, if it was purchased after 2024, will now be
available for all taxpayers whether they itemize or take the standard deduction for tax years 2025-2028. The BBB requires that the
automobile be assembled in the U.S. to claim this deduction and provides for a phase-out at a MAGI level of $100,000, or $200,000
for joint filers.

 j.     Estate Taxes

The BBB increased the lifetime exemption amount, applicable to lifetime gifts and transfers at death, to $15 million. This will be
indexed annually for inflation and will not expire as was the case under the TCJA.

k.     Clean Vehicle Credits

The BBB eliminates the credits for new and previously owned clean vehicles for expenditures made after September 30, 2025.

l.    Trump Accounts

The BBB establishes accounts for U.S. citizens born between 2025 and 2028. They are to be opened with $1,000 of “seed money”
from the U.S. treasury. After the account is established, annual contributions of up to $5,000 may be made by the taxpayers claiming
the child as a dependent until the child is 18. Employers may contribute up to $2,500/year. The assets of these accounts will be the
property of the child, held in a custodial trust, and cannot be withdrawn until the child attains the age of 18. At that point, the
account becomes a traditional IRA.

Continued on page 3
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m.  Charitable Contribution Deductions 
 
The BBB allows for a new deduction for charitable contributions made after December 31, 2025 for non-itemizers up to $1,000 ($2,000
for joint filers).

n.  Mortgage Interest Deduction
 
The BBB permanently extended the TCJA limitation to the interest of the first $750,000 of home acquisition indebtedness ($375,000 if
married filing separately. In addition, interest deductions on home equity indebtedness id permanently disallowed under the BBB.

Individual Provisions (cont.)

Business Provisions 

The BBB is reshaping the landscape for American businesses,
introducing a mix of opportunities and challenges across
industries. With sweeping changes to tax credits, deductions,
and compliance procedures, the legislation aims to simplify
the tax code while promoting domestic investment and
innovation. For businesses, this means re-evaluating financial
strategies, adjusting to new reporting requirements, and
navigating a shifting regulatory environment. Whether you're a
small enterprise or a multinational corporation, understanding
the implications of this bill is essential to staying competitive
and compliant in a rapidly evolving economic climate. Here are
some impactful takeaways:

Continued on page 4

a.  Bonus Depreciation
 
Previously, under the TCJA, bonus depreciation was at 40% for 2025, 20% for 2026 and completely phased out for 2027 and forward.
The BBB provides that 100% bonus depreciation will be permanent for property acquired after January 19, 2025.
 
b.  Research and Experimental Expenditures
 
The BBB reinstated the current deduction of these expenses which were incurred after 2024. Prior law called for the amortization of
these expenses over a period of 5 years, if the costs were incurred for U.S. domestic research, or 15 years, if incurred for foreign
research. Taxpayers may elect to amortize these expenses under the BBB. Small businesses may elect to claim the deduction
retroactively to 2022 provided their annual gross receipts are $31 million or less. 

c.  Qualified Business Income (“QBI”) Deduction 

The 20% deduction for QBI was enacted as part of the TCJA. It was scheduled to expire after 2025. The BBB makes the QBI deduction
permanent.

d.  Section 179 Deduction

Taxpayers may elect to deduct the full purchase price of qualifying equipment in the year it was put into service. The maximum Section
179 deduction for 2024 was $1,220,000. The BBB provides for an increase in the maximum amount after 2024 to $2.5 million and
increases the phase-out limitation to $4 million. 
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Business Provisions (cont.) 

a.   Business Interest Limitation

The BBB alters the definition of Adjusted Taxable Income to be calculated permanently without regard to the allowance for
depreciation, amortization, or depletion when calculating the 30% business interest limitation. This is effective for tax years beginning
after December 31, 2024.

b.   International Provisions

Provisions of the TCJA with respect to many foreign-related provisions such as the foreign-derived intangible income (“FDII”), global
intangible low-taxed income (“GILTI”) and the base erosion minimum tax amount were made permanent under the BBB. 

Green Energy Provisions 

While the bill accelerates the phase-out of several clean energy tax credits
introduced under the Inflation Reduction Act of 2022, it also introduces a
complex framework of restrictions and incentives that will reshape the
renewable energy landscape. From tightened domestic content
requirements to new limitations on foreign-influenced entities, the BBB
signals a strategic pivot in how the federal government supports green
energy development. Yet, amid the regulatory tightening, the bill preserves
key mechanisms like credit transferability and introduces targeted
incentives for nuclear and fuel cell technologies—offering both challenges
and opportunities for developers, investors, and policymakers navigating the
evolving clean energy economy.

a.  Tax Provision Changed After December 31, 2024
 
Solar and Wind Property no longer qualify for 5 Year MACRS depreciation recovery period if construction begins after December 31,
2024.
 
b. Tax Provision Changes after September 30, 2025
 

 Used Clean Vehicle Credit of up to $4,000 under Code §25E is terminated.
 New Clean Vehicle Credit of up to $7,500 under Code §30D is terminated.
 Commercial Clean Vehicle Credit under Code §45W is terminated.

 
c. Tax Provision Changes after December 31, 2025
 
Residential Clean Energy Credit under Code §25D is terminated, which includes:

Solar Electric 
 Solar Water Heating
 Fuel Cell Property
 Small Wind Energy
 Geothermal Heat Pumps
 Battery Storage Technology
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Energy Efficient Home Improvement Credit under Code §25C is terminated, which includes:
 Windows, skylights, and doors
 Insulation materials and systems
 Electric or natural gas heat pump hot water heater,
 HVAC systems
 Home energy audits

 
d. Tax Provision Changes after June 30, 2026
 

 Alternative Fuel Vehicle Refueling Credit, under Code §30C including electric vehicle charging stations, is terminated.
 Energy Efficient Commercial Building Deduction under Code §179D is terminated for buildings when construction begins after
June 30, 2026
 Energy Efficient New Home Credit under Code §45L is terminated for eligible contractors if the home is acquired after June 30,
2026

 

Green Energy Provisions (cont.) 

IRS Procedural Changes 

The BBB brings notable changes to how the IRS operates, particularly in how it
conducts audits and enforces tax compliance. With new rules affecting
international income and tax credits, the IRS is expected to adopt more targeted
and data-driven audit strategies. These updates aim to improve efficiency, increase
transparency, and ensure that taxpayers are meeting their obligations under the
revised tax code. As these procedural shifts take effect, individuals and businesses
alike may see changes in how the IRS reviews filings and requests documentation.
Here are a few takeaways: 
 
a.   E-Filing Expansion and the End of Direct File
 
The BBB accelerates the IRS’s digital transformation by expanding e-filing
mandates for tax return preparers, reinforcing the agency’s push to reduce paper
processing. It also repeals the IRS’s Direct File program within 30 days of
enactment, replacing it with a $15 million task force to explore public-private
alternatives aimed at serving up to 70% of taxpayers.

The BBB also empowers the IRS to issue digital notices and correspondence more broadly. However, taxpayers must still opt in to
receive paperless communications, preserving individual choice. These changes come at a time when the IRS is facing significant
staffing cuts—having lost over 25% of its workforce—and is under pressure to modernize IT systems quickly.
 
The IRS now faces a dual challenge: (1) Implementing new digital mandates while; and (2) Managing the fallout from Direct File’s
repeal and preparing for a potential replacement system. With a shrinking workforce and tight timelines, the agency is under
pressure to avoid service disruptions during upcoming filing seasons.
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IRS Procedural Changes (cont.) 

b.  ERC Enforcement & Promoter Penalties
 
In response to widespread abuse of the Employee Retention Credit (ERC), the BBB introduces a $1,000 penalty per violation for
individuals or entities that assist with ERC claims without meeting new due diligence standards. These mirror those used for
refundable credits like the EITC. Promoters who knowingly facilitate improper claims face penalties up to 75% of gross income
earned from such services. The legislation defines an ERC promoter as any person who provides aid, assistance or advice with
respect to an affidavit, refund, claim or other document relating to an ERC, if the person charges fees based on the amount of the
credit or meets a gross receipts test. The bill also extends the statute of limitations for ERC audits to six years and bars new claims
filed after January 31, 2024.
 
c.  Stricter ID Requirements for Education Credits
 
The American Opportunity Tax Credit (AOTC) and the Lifetime Learning Credit (LLC). Under Section 112106 of the bill, taxpayers
must now include the student’s Social Security number (SSN) on their tax return to be eligible for either credit. This change is
projected to raise $366 million over ten years and is part of a broader effort to tighten compliance and reduce improper claims.
Additionally, the bill proposes that the educational institution’s Employer Identification Number (EIN) also be reported on the
return. While the AOTC and LLC remain intact and continue to offer substantial tax relief for higher education expenses, these new
identification requirements reflect a shift toward more stringent documentation standards in the administration of education-
related tax benefits.
 
d.  Paid Family and Medical Leave, Code Sec. 45S, made permanent
 
The bill permanently extends the Section 45S employer credit for paid family and medical leave. Employers can claim a credit of
12.5% to 25% of wages paid during qualifying leave or for premiums paid on qualifying insurance. The law now allows eligibility for
employees with just six months of service and includes leave required by state or local law—though only amounts exceeding those
mandates qualify for the credit.
 
e.  Increased Focus on GILTI Compliance: 
 
With the rebranding of GILTI as “net CFC tested income” and the increase in the inclusion rate from 50% to 60%, the IRS is expected
to intensify scrutiny of multinational corporations’ foreign income calculations. This includes closer examination of how taxpayers
compute foreign tax credits under the new 10% haircut rule. The BBB’s alignment with OECD Pillar 2 standards—particularly the
agreement to treat the U.S. GILTI regime as compliant—means the IRS will likely prioritize audits that test conformity with the 15%
global minimum tax threshold. This could involve enhanced data-sharing with foreign tax authorities and more rigorous transfer
pricing reviews. 
 
The IRS is also expected to issue new guidance on documentation standards for claiming foreign tax credits and substantiating
income inclusions under the revised GILTI framework. Taxpayers may face increased documentation burdens during audits,
especially for controlled foreign corporations (CFCs) operating in low-tax jurisdictions 
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f.  Streamlined Dispute Resolution 
 
The Senate’s revisions to the bill emphasize simplification and international coordination, suggesting that the IRS may adopt more
structured procedures for resolving cross-border tax disputes. This could include expanded use of Advance Pricing Agreements
(APAs) and Mutual Agreement Procedures (MAPs). 
 
g.  Notably Removed Provisions
 
A controversial 31.8% excise tax on “qualified litigation proceeds” from litigation financing was initially included in the bill, targeting
gains without allowing loss offsets. Though ultimately removed for procedural reasons, the proposal signaled growing scrutiny of
third-party litigation funding and may resurface in future legislation.
 
Additionally, two more proposals were dropped from the final version: an expansion of the Earned Income Tax Credit and a penalty
for unauthorized disclosure of taxpayer information.
 

IRS Procedural Changes (cont.) 

In conclusion, the Big Beautiful Bill represents a pivotal moment in the evolution of tax administration, blending
modernization with heightened enforcement and compliance measures. From expanding digital infrastructure
and repealing Direct File to tightening eligibility for education credits and making paid leave incentives
permanent, the bill reflects a strategic recalibration of IRS priorities. While some controversial provisions were
ultimately removed, the legislation signals a clear direction: increased accountability, streamlined processes, and
a renewed focus on taxpayer integrity. For practitioners and taxpayers alike, staying ahead of these changes will
be essential as the IRS enters a new era of digital-first enforcement and service delivery.
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