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This guide provides general information about four tax provisions introduced under the One Big, Beautiful Bill Act
(OBBBA) that may impact your 2025 tax return: Social Security, tips, overtime, and auto loan interest. Itis
intended to help determine whether these provisions may apply to you and what information we need. This
worksheet does not replace your online tax organizer with Prospect. Questions? Contact info@prospecttax.com or
909-797-3140.

No Tax on Social Security/Enhanced Deduction for Seniors 65+

Under the One Big, Beautiful Bill Act (OBBBA), qualifying taxpayers age 65 or older may claim an additional $6,000
deduction per person for tax years 2025-2028. This deduction is available whether you itemize or take the standard
deduction and is often discussed as “no tax on Social Security,” though it is technically an enhanced senior
deduction.

Income Limitations based on Adjusted Gross Income (AGI)

Filing Status: Phase-out Range Maximum Deduction Amount:
Single/Head of Household. $75000-$175,000 $6,000
Married Filing Joint $150000-$250,000 $12,000 (if both taxpayers 65+)

Deduction phases out as income increases
Document Checklist:
(O None! Prospect will calculate this automatically as part of our tax return process.

No Tax On Tips!

Certain taxpayers may qualify for a deduction for qualified tip income, available whether you itemize or take the
standard deduction. This is intended to reduce IRS income tax on qualifying tips. Key Clarifications:

(O This deduction is not available to everyone who receives tips.

(O Eligibility depends on profession, income level, and how tips are reported.

(O This guide is not comprehensive! There are a lot of details/nuances to No Tax On Tips.

(O Amore detailed discussion will occur as part of the tax preparation and review process.

(O Maximum deduction: Up to $25,000 (] Not available to Married-Filing Sep. [J Available only to certain professions

The taxpayer must work in a qualifying profession as defined by the U.S. Treasury and IRS guidance. Only tips earned in
approved occupations are eligible. The IRS maintains a list of qualifying professions.

Filing Status: Phase-out Range Maximum Deduction Amount:
Single/Head of Household. $150,000-$400,000 $25,000
Married Filing Joint $300,000-$550,000 $25,000
Documentation Checklist
(O Areyou in an occupation that customarily/regularly receives tips? (O W-2showingtipincome
(O If self-employed, detailed log of tip income. O Employer/platform tip summary

This worksheet provides general guidance only. Because of the number of variables involved — including
profession eligibility, reporting method, income limitations,and type of tips — a full review will be completed
during tax preparation to determine whether this deduction applies and in what amount.
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No Tax On Overtime!

OBBBA allows a deduction for qualified overtime compensation, limited to the premium portion of
overtime pay. This deduction is available whether you itemize or take the standard deduction and is
subject to income limitations. Key Clarifications:

(O Only the overtime premium portion is eligible — not the full overtime wages.

(O Fortime-and-a-half pay, only the “half” portion qualifies.

(O This deduction is not available to taxpayers filing Married Filing Separate.

(O Overtime must be properly reported by the employer

Filing Status: Phase-out Range Maximum Deduction Amount:
Single/Head of Household. $150,000-$275,000 $12,500
Married Filing Joint $275,000-$550,000 $25,000
Documentation Checklist:
(O W-2from employer (O Payroll statement/year-end summary showing overtime breakdown

(O Final paystub for the year, showing line items of compensation (including overtime)
This worksheet provides general guidance only. Final eligibility and deduction amounts will be determined as
part of the tax preparation process based on reported wages, income limitations, and IRS guidance.

No Tax On Auto Loan Interest!

OBBBA creates a temporary deduction for qualified passenger vehicle loan interest, designed to reduce

the cost of financing a vehicle for eligible taxpayers. The deduction is available whether you itemize or take

the standard deduction. Key Clarifications:

(O Thisiis not a blanket “no tax on your car payment.”

(O It's adeduction for interest (not principal).

(O Loan must have originated after December 31, 2024.

(O IRSrequirements on car: generally a new, personal-use vehicle purchased for personal transportation.

(O This deduction is not available to Married Filing Separate taxpayers.

(O Vehicle: New, passenger vehicle, manufactured for street use, final assembly in USA, weigh less than 14,000
lbs, no campers/RVs/off-roaders

Filing Status: Phase-out Range Maximum Deduction Amount:
Single/Head of Household. $100,000-$150,000 $10,000
Married Filing Joint $200,000-$250,000 $10,000
Documentation Checklist:
(O Auto loan year-end interest statement (O Loan agreement or financing disclosure (if available)
(O Vehicle purchase documents (O Documentation with VIN available

This worksheet is intended as a general guide only. Eligibility depends on vehicle type, loan structure, income
limitations, and IRS guidance. Final determination will be made during tax preparation.
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