2025 Fall Topical Update — Study Guide

Part 1: The One Big Beautiful Bill (OBBBA) & TCJA Updates

Tax Brackets and Standard Deductions: The Tax Cuts and Jobs Act (TCJA) tax rates (10%, 12%, 22%, 24%,
32%, 35%, 37%) are now permanent after December 31, 2025. Standard deductions for 2025 have increased
to $31,500 for joint filers, $23,625 for head of household, and $15,750 for single and MFS filers, and will be
adjusted for inflation thereafter.

Senior Deduction: A $6,000 deduction is available for each qualified individual aged 65 or older before the
close of the tax year, for tax years 2025 through 2028. This deduction phases out at a rate of 6% for a
Modified Adjusted Gross Income (MAGI) exceeding $75,000 ($150,000 for joint filers). This deduction is in
addition to the standard deduction bump for seniors.

Child Tax Credit: The base amount for the Child Tax Credit is permanently increased to $2,200, with a
refundable portion capped at $1,700 for 2025, indexed for inflation. A Social Security Number (SSN) is
required for the qualifying child, the taxpayer, and at least one spouse on a joint return.

Miscellaneous Deductions and Repeals: The bill makes the $750,000 limit on qualified residence interest
permanent and permanently terminates the deduction for moving expenses, except for members of the
Armed Forces and the intelligence community. The casualty loss deduction is now limited to federally
declared disasters but is expanded to include certain state-declared disasters. The permanent termination
of miscellaneous itemized deductions is in effect, but it now allows for unreimbursed educator expenses,
and the category has been expanded to include coaches.

Tips and Overtime Deductions: New, temporary deductions for qualified tips and overtime compensation
are available for tax years 2025 through 2028. The tip deduction is a below-the-line deduction, capped at
$25,000, with a MAGI phase-out starting at $150,000 ($300,000 for MFJ). The overtime deduction is also
below-the-line, capped at $12,500, with a MAGI phase-out at the same thresholds.

Car Loan Interest Deduction: For tax years 2025 through 2028, a new, “above-the-line” deduction for up to
$10,000 of interest paid on a qualified new passenger vehicle loan is available. The deduction can be claimed
even though the taxpayer does not itemize.

Business Provisions: Bonus depreciation is permanently reinstated to 100% for property acquired and
placed in service after January 19, 2025. The Section 179 expense deduction is increased to $2,500,000, with
a phase-out beginning at $4,000,000.

Image: A man is struggling to hold a large, heavy stack of tax documents labeled "TAX." This illustrates the
complex and heavy burden of new tax legislation.
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Part 2: Centralized Partnership Audit Regime (CPAR)

e Reason for Change: The IRS found the process of auditing partnerships under the old TEFRA rules to be too
burdensome and labor-intensive, especially for tiered partnerships where determining the ultimate partner
was difficult and time-consuming. The Bipartisan Budget Act of 2015 (BBA) introduced CPAR to address this.

o Key Concepts: Under CPAR, audit adjustments are determined at the partnership level, and the partnership
is generally liable for any resulting imputed underpayment (1U).

o Reviewed Year: The year being examined by the IRS.

e Adjustment Year: The year the audit or judicial review is completed and adjustments are taken into
account.

e Partnership Representative (PR): A person with the sole authority to act on behalf of the partnership in
an IRS audit. The PR does not need to be a partner and their actions are binding on the partnership and
its partners.

e Electing Out of CPAR: A partnership can elect out of CPAR annually if it meets certain eligibility
requirements, such as having no more than 100 Schedules K-1 and having only qualifying owners. Non-
qualifying owners include LLCs, partnerships, and most trusts.

¢ Administrative Adjustment Request (AAR): Partnerships under CPAR must file an AAR to correct errors on a
previously filed tax return, as they are no longer allowed to file amendments. An AAR results in adjustments
that are taken into account in the adjustment year. Partnerships can elect to "push out" adjustments to the
reviewed-year partners using Form 8986.

¢ Image: A graphicillustrates the Centralized Partnership Audit Regime (CPAR) audit process timeline with
notifications and timeframes, including Notice of Administrative Proceeding, NOPPA, and FPA.
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Part 3: Required Minimum Distributions (RMDs) & Penalty Updates

Qualified Charitable Distributions (QCDs): An IRA owner who is at least age 70% can make a QCD of up to
$108,000 in 2025. The IRA custodian reports this as a regular distribution on Form 1099-R, and for 2025, a
new "Y" code will be used to specifically designate a QCD. A QCD must be made before a RMD is satisfied
for the year to count towards the RMD requirement.

Final RMD Regulations: New final RMD regulations apply for calendar years beginning on or after January 1,
2025. These regulations clarify that beneficiaries of account owners who die on or after the Required
Beginning Date (RBD) must take annual RMDs during the 10-year payout period. This applies to both the
original beneficiary and any successor beneficiary.

RMD Penalty Changes: The SECURE 2.0 Act reduced the excise tax for a missed RMD from 50% to 25% for
tax years beginning after December 29, 2022. The penalty is further reduced to 10% if the shortfall is
corrected within a defined "correction window." The IRS has also provided transition relief, waiving the
excise tax for certain missed RMDs in 2021 through 2024 due to the complexity of the new rules.

Image: A table summarizes the excise tax rates for missed RMDs before and after SECURE 2.0, showing the
50% rate for 2022 and earlier, and the 25% and 10% rates for 2023 and later.
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Part 4: Estates & Gift Tax Updates

e Purpose of Tax Forms:

e Form 709: Used by individuals for gifts that exceed the annual exclusion limit or for generation-skipping
transfers.

e Form 1041: Filed for an estate or trust to report income, deductions, and distributions to beneficiaries. A
key difference from Form 1040 is that Form 1041 allows an Income Distribution Deduction.

e Form 706: Used by an executor to file estate and generation-skipping transfer taxes and to elect
portability for a surviving spouse's Deceased Spousal Unused Exclusion (DSUE) amount.

e Exclusion Amounts: The Estate & Gift Lifetime Exclusion is increased to a base of $15,000,000 for decedents
dying in 2026, with inflation adjustments thereafter. The annual gift tax exclusion is $19,000 for 2025.

e Trust Basics: A simple trust must distribute all income annually and cannot have charitable beneficiaries or
distribute principal until it closes. A Simple Trust is normally not taxed on income at the entity level as it
receives a deduction for income passed to beneficiaries. Income in Respect of the Decedent (IRDs) includes
items like retirement assets and unpaid wages and is taxed to the beneficiary in the same manner it would
have been taxed to the decedent.

e Image: A table shows the Estate & Gift Lifetime Exclusion amounts and Annual Gift Tax Exclusion amounts
for various years.
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Part 5: Pass-Through Entity Tax (PTET)

What is PTET?: PTET is a tax imposed on the pass-through entity (PTE) itself, such as a multi-member LLC,
partnership, or S corporation, rather than on its owners. This was created by states as a workaround for the
TCJA’s $10,000 State and Local Tax (SALT) deduction limitation.

Key Benefits:

o No Cap: Unlike the SALT deduction, the PTET has no limit on the dollar amount of the deduction.

e Above-the-line Deduction: Specified Income Tax Payments (SITPs) are deemed a §164 deduction, which
is "above the line," meaning it reduces a taxpayer's adjusted gross income (AGl), which can help with
other tax provisions.

Who May Use?: Partnerships, multi-member LLCs, and S corporations may use PTET.

Who May Not Use?: Sole proprietors (Schedule C), single-member LLCs, farmers (Schedule F), and C

corporations do not qualify for PTET.

Image: A table titled "State Specific Rules" shows various state estimated tax payment thresholds, from

$1,000 to $100, for different states.
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Part 6: Ethics & Succession Planning

Best Practices for Practitioners: Circular 230 § 10.33 sets forth best practices for tax practitioners,
emphasizing clear communication with clients, establishing a policy for file retention and disposition, and
implementing a data security and privacy plan.

Engagement Letters: An engagement letter is a contract that defines the scope of a professional’s services

and outlines the duties of both the practitioner and the client. It's a key tool for managing client

expectations and can assist with a transition if a practitioner becomes incapacitated or dies.

Succession Planning: Practitioners should develop a formal succession plan to handle the sale or

termination of their business due to retirement, incapacity, or death. A plan should include an agreement

with an "assisting practitioner," an up-to-date inventory of open client matters, and a communication plan
for clients.

IRS Communication:

e PTIN: The Return Preparer Office (RPO) checks the National Account Profile (NAP) monthly and
automatically changes a PTIN status to "deceased." However, the RPO should be notified if a practitioner
is incapacitated to change the status to "inactive."

e CAF: To close a deceased practitioner's CAF number, a written request must be sent to the CAF Unit.

e EIN: A business account associated with an EIN can be closed by sending a letter to the IRS with the
business's legal name, EIN, address, and reason for closure.

Record Retention: While it's a common assumption that preparers must keep a copy of every return, §

6107(b) requires retaining a copy or a list of clients for three years after the close of the return period.

Confidentiality: Personal representatives and heirs of a deceased or incapacitated tax professional are

subject to the same use and disclosure laws as the practitioner and must safeguard taxpayer information.

Image: A document shows a portion of the Circular 230 guidelines, including sections on confidentiality and

the prohibition against unauthorized disclosure of tax return information.
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Part 7: Working with IRS Electronically

IRS Online Tools for Tax Professionals: The IRS provides several online applications and resources to help

tax professionals. These include the Tax Pro Account for submitting Power of Attorney (Form 2848) and Tax

Information Authorization (Form 8821) forms, the Document Upload Tool for responding to notices, and the

PTIN Account for managing your professional information.

Tax Pro Account for Forms 2848/8821: Tax professionals can use the Tax Pro Account to securely submit

these forms electronically. Key rules for submission include:

e One form per submission, even for joint filers, with a 15MB file size limit.

e You can include attachments, but they must be saved with the form in a single file (PDF, JPG, or GIF).

e If you name more than two designees on Form 8821, you must create a separate attachment with their
information and submit it as a single file.

Document Upload Tool: This tool is a secure, fast way to send documents to the IRS in response to a notice

or letter. You must have either an access code from the IRS correspondence or the notice/letter number and

the taxpayer's identifying information (SSN, ITIN, or EIN). This tool cannot be used to file tax returns.

PTIN Account: Your PTIN Account now has a "Live Chat" option for support. You can also view your

continuing education credits and manage your account information through this portal.

Image: A screenshot of the IRS Tax Professionals homepage with links to E-Services, Tax Pro Account, and

the PTIN system.
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Recommendations

Tax Brackets: Advise clients to maximize deductions and credits in the coming years, as the TCJA rates are

now permanent, but other provisions may still change.

Tips/Overtime: For clients in tipped or overtime-earning occupations, be aware of the new deductions

available for tax years 2025-2028. Make sure they have proper documentation to support their claims.

Partnerships: Encourage partnership clients to review their agreements with an attorney to account for the

CPAR and the role of the Partnership Representative. Inform them about the option to elect out of the

regime if they qualify.

Retirement Planning:

e Advise IRA owners aged 70% and older about the benefits of Qualified Charitable Distributions (QCDs) to
satisfy RMDs and lower AGI.

e Educate non-spouse beneficiaries of inherited IRAs on the new 10-year payout rule and the need for
annual RMDs, and the reduction in the excise tax for missed RMDs.

Estate Planning: For clients with significant assets, discuss the new, higher estate and gift tax exclusion

amounts. Advise on the importance of timely filing Form 706 to elect portability of the DSUE amount for a

surviving spouse.

Professional Ethics: All practitioners should have a formal succession plan. This is critical for protecting both

your clients and your family. Ensure you have clear engagement letters, a document retention policy, and a

plan for how to notify clients and the IRS in the event of your death or incapacity.
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Appendix

Appendix A: Detailed OB3 Bill Summary

This appendix provides a more granular look at the provisions of the One Big Beautiful Bill (OBBBA), as outlined
in the seminar materials.

e Individual Income Tax Provisions
e §70101: Permanently extends the TCJA individual income tax rates.
e §70102: Increases the standard deduction for 2025 and indexes it for inflation thereafter.
e §70103: Terminates the deduction for personal exemptions but adds a new $6,000 senior deduction for
individuals 65 and older.
e §70104: Permanently increases the child tax credit base amount to $2,200 and makes the $500 credit
for other dependents permanent.
e §70107: Permanently extends the increased AMT exemption amounts and modifies the phaseout
thresholds.
e §70108: Makes the $750,000 mortgage interest limitation permanent.
e §70109: Makes the limitation on casualty loss deductions to federally declared disasters permanent,
and expands it to include certain state-declared disasters.
e §70110: Permanently terminates miscellaneous itemized deductions, except for unreimbursed educator
expenses.
e §70114: Limits wagering losses for professional gamblers to 90% of winnings, effective for years
beginning after 12/31/25.
e §70115, 70116, 70117: Permanently allows rollovers from 529 plans to ABLE accounts, increases
contribution limits, and expands Saver's Credit eligibility.
e §70119: Permanently excludes discharged student loans due to death or disability from income.
e §70120: Temporarily increases the SALT deduction cap to $40,000 for 2025-2029, with a phaseout for
high-income taxpayers. The permanent cap of $10,000 is reinstated in 2030.
e §70201: Provides a new deduction for "qualified tips" up to $25,000, with a MAGI phaseout, for tax
years 2025-2028.
e §70202: Provides a new deduction for "qualified overtime compensation" up to $12,500, with a MAGI
phaseout, for tax years 2025-2028.
e §70203: Provides a new deduction for car loan interest up to $10,000, with a MAGI phaseout, for tax
years 2025-2028.
e Business Tax Provisions
e §70105: The § 199A QBI deduction is made permanent.
e §70301: Permanently reinstates 100% bonus depreciation for property acquired and placed in service
after January 19, 2025.
e §70302: Allows for the full expensing of domestic R&E expenditures. Small businesses may elect to
apply this retroactively to 2022.
e §70303: Makes the limitation on business interest permanent.
e §70306: Increases the § 179 expense deduction to $2,500,000, with a phase-out beginning at
$4,000,000, adjusted for inflation.
e §70433: Increases the Form 1099 reporting threshold from $600 to $2,000, effective for payments
made after December 31, 2025.
e Other Provisions



e §70106: Permanently increases the estate and gift tax exemption to a base of $15,000,000 for
decedents dying in 2026.

e §70402: Makes the adoption credit refundable, and sets it at $5,000 beginning in 2025.

e §70413: Increases the maximum 529 plan distribution for K-12 tuition to $20,000.

e §70414: Allows 529 plan distributions for postsecondary credentialing expenses, including CPA and EA
exams.

e §70424: Creates a permanent deduction for charitable contributions for non-itemizers, up to $1,000 (or
$2,000 for MFJ).

NOTES



Appendix B: Detailed Tipped Occupations List

e The handout provides a comprehensive, categorized list of tipped occupations. Here are some examples:

NOTES

Beverage & Food Service: Bartenders, wait staff, chefs and cooks, dishwashers, host staff.
Entertainment & Events: Gambling dealers, dancers, musicians, disc jockeys, digital content creators.
Hospitality & Guest Services: Baggage porters and bellhops, concierges, hotel desk clerks, maids and
housekeeping cleaners.

Home Services: Home maintenance and repair workers, plumbers, electricians, landscapers, home
cleaning service workers.

Personal Services: Pet caretakers, nannies and babysitters, private event planners and photographers,
tutors.

Personal Appearance & Wellness: Skincare specialists, massage therapists, barbers, hairdressers,
manicurists, tattoo artists, tailors.

Recreation & Instruction: Golf caddies, self-enrichment teachers (e.g., piano or art instructors),
recreational pilots, tour guides.

Transportation & Delivery: Valet attendants, taxi and rideshare drivers, delivery people, car wash
attendants, home movers.



Appendix C: IRS Guidance on Tip Occupations

e The "No Tax on Tips" Provision: The OBBBA created a new, temporary deduction for "qualified tips"
received in certain occupations for tax years 2025 through 2028.

e Qualifying Occupations: The Treasury and IRS released a preliminary list of occupations that "customarily
and regularly received tips on or before December 31, 2024," which includes many non-traditional tipped
jobs like dishwashers, plumbers, and home electricians.

o New W-2 Reporting: Beginning with the 2026 tax year, employers will be required to report a unique
Treasury Tipped Occupation Code (TTOC) in a new Box 14(b) on the Form W-2 for each eligible employee.

e Exclusions: Tips received in the fields of health, performing arts, and athletics are explicitly excluded from
this deduction.

NOTES



Appendix D: CPAR Handout Summary

This appendix provides a summary of the filing requirements and procedures for the Centralized Partnership
Audit Regime (CPAR) as detailed in the handout.

e Filing an AAR:

AARs are used to correct errors on previously filed partnership returns.

For electronically filed returns: Submit Form 8082, Form 1065 (with the "Amended return" box

checked), Form 8985, and Forms 8986.

For paper-filed returns: Use Form 1065-X.

Required Forms:

e Form 8985: Used by the partnership to summarize and transmit Forms 8986.

e Form 8986: Reports a partner's share of adjustments. This form is issued to reviewed-year partners
and filed with the AAR. The due date for furnishing this form is 60 days after the AAR is filed.

e Form 8978: Used by the partner to calculate the additional tax due for the reporting year.

e Push-out Election:

The election must be made within 45 days of the date the Notice of Final Partnership Adjustment (FPA)
is mailed by the IRS.

Once the election is made, the partnership is relieved of the liability for the imputed underpayment, and
the responsibility shifts to the reviewed-year partners.

A key consequence of this election is that an additional two percentage points of interest are imposed.

e Partnership Representative (PR):

NOTES

The PR has the sole authority to act on behalf of the partnership during an audit, and all partners are
bound by the PR's actions.

The PR does not have to be a partner of the partnership.

Form 8979 is used for revoking or designating a new PR.



Appendix E: PTET Handout Summary

e State Estimated Tax Payments: States have varying estimated tax payment thresholds.

$1,000: West Virginia

$600: California, Idaho, Kansas

$500: Massachusetts, New Jersey

$400: Alabama, Arizona, Arkansas, Colorado, Connecticut, Delaware, Indiana, Illinois, Maine, Missouri,
New Mexico, North Carolina, North Dakota, Oregon, South Carolina

$300: New York

$250: Rhode Island

$200: lowa, Mississippi

$100: DC

e State-Specific PTET Rules:

lowa: To avoid late payment penalties, electing PTEs must pay at least 90% of their PTET tax liability by
the original due date of the return. Interest still accrues on unpaid amounts.

Ohio: Electing PTEs are subject to interest penalties for failing to make timely estimated payments.
Oregon: PTEs electing to pay the PTET-E tax must make estimated tax payments or face underpayment
interest.

Hawaii: Penalties apply to any underpayment of estimated tax by electing PTEs.

California: An electing PTE must prepay 50% of its prior year's tax or $1,000 to participate.

e PTET Rates by State: The handout lists PTET rates for various states. Examples include:

NOTES

California: 9.3%

Connecticut: 6.99% (mandatory)

lowa: 3.8% (for 2025)

Maryland: 8.00%

New York: Variable, based on individual income tax brackets
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