
extending and, once again, making 
permanent—many of the temporary 
tax cuts of the 2017 Tax Cuts and 
Jobs Act (TCJA).
	 While the OBBBA complicates 
the tax rules in several ways, send-
ing many podiatrists and their tax 
return preparers through a maze of 

new rules and compliance costs, the 
benefits may outweigh the confusion. 
A good example is a change that will 
impact many practices operating as 
pass-through entities.

Pass-Through Podiatry Practices
	 The 2017 TTCJA was original-
ly created to reduce taxes, simplify 
the tax code, and stimulate economic 
growth. The TCJA did lower income 
tax rates overall and included an in-

The new Budget Recilia-
tion law, the so-called 
“One Big Beautiful Bill 
Act” (OBBBA), contains 
its fair share of prac-

tice-related tax breaks. The OBBBA, 
impacts not only tax bills but also 
Medicare physician fees and reim-
bursements. While some provisions, 
such as the temporary Medicare Phy-
sician Fee Schedule (PFS) increase 
may appear to be beneficial initially, 
the overall impact of this bill could 
be substantial and detrimental to 
physician finances.

Physician Fees
	 The OBBBA sets a new, lower 
growth rate for Medicare physician 
fee schedule (PFS) payments, effec-
tively limiting potential increases in 
the future. However, included is a 
temporary 2.5% increase to the Medi-
care physician fee schedule—but only 
for 2026.
	 There is an update to the PFS 
“conversion” factors which will af-
fect payments for both qualifying and 
non-qualifying participants in Alter-
native Payment Models (APMs). The 

work requirement and substantial 
Medicaid funding cuts may also im-
pact the reimbursement rates for the 
physicians who treat those patients.
	 The OBBBA significantly changes 
how the states can utilize provider 
fees to fund their Medicaid programs. 
This could, potentially, lead to adjust-

ments in physician reimbursement 
rates in those states. On the plus side, 
however, the new legislation made a 
number of changes to the federal tax 
laws that will benefit many podia-
trists and their practices.

A Changing Tax Picture
	 The OBBBA retains—permanent-
ly—the 21% tax rate for incorporated 
practices and businesses. It prevents 
an over $4 trillion tax hike from oc-
curring at the end of this year by 

Here’s what you need to know about this law.
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TAX MATTERS

The OBBBA retains—permanently—
the 21% tax rate for incorporated practices and 

businesses.
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lated tax provisions. Properties and 
other assets that fall under the tax 
law, including green energy produc-
ing assets, recycling, and storage will 
no longer be considered five-year 
properties for depreciation purposes.
	 Now, many of those “green” as-
sets will be subject to depreciation 
using the general class lifetime rules. 
Any property placed in service prior 
to December 31, 2025 can continue 

the five-year depreciation; others will 
be required to depreciate assets and 
properties over longer periods, result-
ing in smaller depreciation expenses 
in earlier years.
	 Many of the tax credits that were 
designed to spur investments in ener-
gy-conserving property were signaled 
out in the OBBBA . Those new provi-
sions impact:
	 * The Section 45W, Qualified 
Commercial Clean Vehicle tax credit 
that was originally designed to in-
centivize the purchase of vehicles for 
commercial use by offering a write-
off of up to $40,000 per vehicle. This 
credit will be terminated for any ve-
hicles acquired by a practice or busi-
ness after September 30, 2025.
	 * The New Clean Vehicle Credit, 
also known as the Section 30D credit, 
allowed a tax credit, a direct reduc-
tion of the tax bill of up to $7,500 for 
the purchase of eligible, new plug-in 
electric vehicles (EVs) and fuel cell 
electric vehicles (CEVs). Once avail-
able to individuals and businesses, it 
will also be terminated after Septem-
ber 30, 2025
	 * The Section 25E, Used Clean Ve-
hicle Credit, for qualified used EVs or 
fuel cell vehicles priced at $25,000 or 
less, will see the tax credit that once 
equaled 30% of the price, up to a 
maximum of $4,000, terminated after 
September 30, 2025.
	 * The Section 30C, Alternative 
Fuel Vehicle Refueling Property Tax 
Credit offered a tax credit equal to 

creased deduction for the income of 
pass-through business entities.
	 Under the OBBBA, there was a 
more favorable tax bite for the in-
come of pass-through practices and 
businesses operating as sole propri-
etorships, partnerships, and S corpo-
rations, which is now in effect—per-
manently.
	 The OBBBA makes permanent the 
deduction for podiatry practices oper-
ating as pass-through entities, allow-
ing a deduction of up to 20% of their 
qualified practice income (plus 20% 
of qualified real estate investment 
trust (REIT) dividends and qualified 
publicly traded partnership (PTP) in-
come).
	 The new law also creates an in-
flation-adjusted minimum deduction 
of $400 for taxpayers with at least 
$1,000 in qualified business income. 
This was included to ensure that el-
igible principals in small practices 
and business owners can access an 
enhanced baseline deduction.

Partnerships
	 The tax rules have long required 
services and property transfers (or 
disguised sales) that often occur be-
tween a partner and his or her part-
nership to be conducted at “arms-
length.” Under the rules, a partner 
engaging in a transaction with a part-
nership other than in his or her ca-
pacity as a partner is treated as if 
they were not a member of the part-
nership,
	 Included in this rule are transac-
tions such as loans of money or prop-
erty by the partnership to the partner 
or by the partner to the partnership, 
the sale of property by the partner 
to the partnership, the purchase of 
property by the partner from the part-
nership, and the rendering of services 
by the partnership to the partner or 
by the partner to the partnership.
	 However, transfers of money or 
property by a partner to a partner-
ship as “contributions,” or transfers 
of money or property by a partner-
ship to a partner as “distributions,” 
are not included because transactions 
must be at “arm’s length.” What’s 
more, in every case, the substance 
of the transaction will govern, rather 

than its form, and the OBBBA has 
added a new wrinkle.
	 The OBBBA rules now add a 
technical clarification, a simple “ex-
cept as provided,” by the Treasury 
Secretary that will expand those rules 
and make them apply unless there 
is guidance that can provide an ex-
ception. The clarification applies to 
services performed and transactions 
occurring from now on.

Depreciation Write-Offs
	 One of the key elements of the 
2017 TCJA was a 100% bonus de-
preciation write-off that allowed pro-
fessional practices and businesses to 
immediately deduct the full cost of 
business or practice-related equip-
ment. The intent was to galvanize 
capital spending which many experts 
believed would improve productivity 
and growth.
	 Unfortunately, that 100% deduc-
tion has been reduced, year-after-
year, making it of less and less value. 
Today, the full, 100% bonus deprecia-
tion deduction is back. What’s more, 
the deduction will apply through 
2029 for property acquired after Jan-
uary 19, 2025.
	 In addition to bonus deprecia-
tion, the OBBBA doubles the cur-
rent Section 179 first-year expensing 
deduction for equipment and other 
asset purchases, from $1,250,000 
to $2,500,000. Also increased is the 
ceiling on the amount of asset pur-
chases which can be made before 
the Section 179 write-off must be re-
duced from the current $3,130,0000 
to $4,000,000. In other words, the 
full deduction would be phased out 
should the podiatry practice’s equip-
ment or other asset purchases reach 
the $4,000,000 ceiling. The increases 
will take effect for the 2025 tax year.

Energy Deductions Lack Longevity
	 Both podiatrists and their prac-
tices planning to “go green” will face 
new adjustments in many energy-re-

Both podiatrists and their practices 
planning to “go green,” will face new adjustments 

in many energy-related tax provisions.
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mestic R&D expenses in tax years be-
ginning on or after January 1, 2022, 
and before January 1, 2025, to elect 
to deduct any remaining unamortized 
amount over a one-period or ratably 
over a two-year period (at the taxpay-
er’s election), accelerating the benefit 
of such expenses.

Student Loans
	 Those federal student loans de-
signed to help graduate and profes-
sional students finance their educa-
tion have seen significant changes. 
Unlike some other federal student 
loans, Grad Plus loans are not based 
on financial need. Unfortunately, the 
Grad PLUS program and subsidized 
Stafford loans for graduate and pro-
fessional students will be terminated 
beginning in July 2026.
	 For students in graduate and pro-
fessional studies, new annual and life-
time loan limits will be imposed after 
July 1, 2026. The annual graduate 
loan is capped at $20,500 for gradu-

ate students and $50,000 for profes-
sional students. The aggregate limit 
is capped at $100,000 for graduate 
students and $200,000 for profession-
al students. Also capped are all fed-
eral student loans when they reach 
$257,500.

SALT
	 According to many economists, 
the deduction for state and local 
taxes (SALT) is a key factor in the 
OBBBA. The OBBBA temporari-
ly raises the federal deduction limit 
for state and local taxes (SALT) to 
$40,000 up from the current $10,000.
	 This increased cap on the SALT 
deduction is in effect from this year 
(2025) through 2029. Beginning in 
2026, the deduction will increase by 
1% until reverting to $10,000 in 2030. 
Unfortunately, that increased SALT 
deduction is subject to a phase-out 
for high-earners.

30% of the cost of installing qualified 
alternative fuel for refueling property. 
It, too, will also be terminated, but 
only for refueling property placed in 
service after June 30, 2026.
	 Those podiatrists or practices 
that construct, improve, or design 
the building they own to be energy 
efficient may continue to qualify for 
the Section 179D, deduction for en-
ergy efficient commercial buildings. 
Under the OBBBA, this credit won’t 
terminate for any property for which 
construction began before June 30, 
2026. So, it remains an invaluable 
deduction for making the building 
housing the practice more energy ef-
ficient—with a financial boost from a 
lower tax bill.

Overtime Not Only for Workers
	 Unless exempt, employees cov-
ered by the Fair Labor Standards Act 
(FLSA) must receive overtime pay 
for hours worked over 40 in a work-
week at a rate not less than time and 
one-half their regular rates of pay. 
Individuals who are properly classi-
fied as executive, administrative, or 
professional employees are consid-
ered “exempt employees” and aren’t 
required to be paid for overtime.
	 After a failed attempt to increase 
the minimum threshold for the over-
time exemption, it has reverted to 
$35,568 per year ($484 per week). Em-
ployees earning below this threshold 
are generally entitled to overtime pay.
	 Now, however, the OBBBA has 
created a new tax deduction for the 
overtime pay received by employees 
who are not exempt. Workers mak-
ing less than $150,000 annually can 
deduct as much as $12,500 for sin-
gle filers and $25,000 for those filing 
jointly.
	 Unfortunately, this deduction 
begins to phase out for single filers 
earning $150,000 or more, and for 
joint filers earning $300,000 or more, 
and will expire in 2029.
	 The podiatry practice, the em-
ployer, must do more than merely 
pay overtime where it is required 
since it is still considered as wages 
for FICA tax purposes. In other 
words, the wages are still subject to 
Social Security and the Medicare tax.

	 However, under the new rules, 
workers can only deduct overtime 
that is reported as overtime on infor-
mation returns, such as Form W-2.
	 This year, 2025, is a “transition 
year” that allows employers to ap-
proximate overtime using a “reason-
able method.” Starting in 2026, em-
ployers must report qualified over-
time separately on Forms W-2 and 
Form 1099.
	 While there will likely be updated 
IRS withholding tables and changes 
to Forms W-2, 1099 and W-4, the 
uncertainty about how employers can 
distinguish “qualified” vs. “general” 
overtime may continue to be impact-
ed given the varying state labor laws.

Research and Development
	 Research and development (R&D) 
expenses for podiatrists. Activities 
that involve the development, design, 
or improvement of products, process-
es, techniques, formulas, or software 
can qualify for the R&D tax credit.

	 To be labeled as R&D, the activi-
ties must be technological in nature, 
rely on principles of physical, biolog-
ical, computer science, or engineer-
ing, aim to eliminate uncertainty in 
development, and involve a process 
of experimentation.
	 The TCJA required all taxpayers to 
capitalize and amortize certain R&D 
expenses over five years. The OBBBA 
now allows podiatrists to deduct (rath-
er than capitalize) domestic R&D ex-
penses paid or incurred in tax years 
beginning on or after January 1, 2025.
	 In addition, eligible, smaller pro-
fessional practices and businesses, de-
fined as any corporation or partnership 
whose average annual gross receipts 
for the last three tax years didn’t ex-
ceed $31 million, can choose to retro-
actively expense domestic R&D costs 
paid or incurred beginning in tax years 
starting on or after January 1, 2022.
	 Finally, the OBBBA permits all 
taxpayers who paid or incurred do-
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For students in graduate 
and professional studies, new annual and lifetime loan 

limits will be imposed after July 1, 2026.

Continued on page 36

podiatrym.com  OCTOBER 2025  |  PODIATRY MANAGEMENT® 35



TAX MATTERS

tribution amounts above that will be 
deductible. The 10% ceiling remains 
although contributions exceeding the 
10% limit can be carried forward for 
up to five years.
	 Other changes—new deductions 
and technical modifications—will 
obviously require podiatrists to ad-
just their tax strategies. In addition 
to monitoring further developments, 
seeking professional assistance can 
help with both planning and reaping 
the potential tax savings. PM

	 The phase-out begins to phase 
out when the taxpayer’s modified ad-
justed gross income (MAGI) reaches 
$500,000 and increases by 1% annu-
ally through 2029. The deduction is 
reduced by 30% of the amount by 
which the MAGI exceeds the thresh-
old. Fortunately, the deduction will 
not fall below the original $10,000 
cap, even with the phase-out.

New Life for the Death Tax
	 The tax law’s so-called “unified 
credit” allows individuals to transfer 
wealth without incurring federal es-
tate and gift taxes up to a specified 
limit. Similarly, the gift and gener-
ation skipping transfer tax (GSTT) 
exemption allows transfers to cer-
tain future generations without incur-
ring additional tax. The OBBBA per-
manently increased the estate, gift, 
and generation skipping transfer tax 
(GSTT) exemptions.

	 Raising the exemption amounts 
to $15 million will allow podiatrists 
and others to pass greater amounts 
to others as either gifts or inheritance 
without incurring a tax bill—begin-
ning in 2026 when the new exemp-
tion limits kick-in.

The Bottom Line
	 The OBBBA has streamlined and 
simplified the tax rules, promoting 
standard deduction use and itemizing, 
making investment and business tax 
planning easier. Reducing or removing 
many of the provisions that caused 
complexity will allow podiatry practic-
es and many small businesses to file 
their taxes faster and easier.
	 New rules for the charitable 
donations of incorporated practic-
es and businesses might discour-
age smaller, routine donations and 
encourage larger, more substantial 
contributions. Beginning in 2026, 
deductions for charitable giving will 
have a new 1% floor, and only con-

Big Beautiful Bill (from page 35)
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