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EMPLOYMENT & BENEFIT 
IMPLICATIONS OF THE NEW TAX LAW



FRINGE BENEFITS



MOVING EXPENSES
• TCJA suspended the moving expense deduction for most taxpayers from 

2018 through 2025, preserving it only for active-duty military members 
moving due to a permanent change of station

• The Act makes permanent the suspension of the moving expense deduction 
and exclusion for most taxpayers
• Exceptions exist for active-duty military and U.S. intelligence employees who relocate 

due to a change in assignment

• Employers must continue to impute income for employer-paid moving 
expenses



EXCLUSION FOR QUALIFIED BICYCLE COMMUTING REIMBURSEMENT 
PERMANENTLY ELIMINATED

• A $20 per month qualified bicycle commuting reimbursement exclusion for 
funds received by an employee from an employer was set to return in 
2026

• It has been permanently eliminated 



CHARITABLE MATCH PROGRAMS
• New floors and caps apply to corporate and individual charitable 

deductions

• Employers may want to speak with their own tax professionals to avoid any 
surprises associated with deductions related to charitable match programs



EMPLOYER-PROVIDED CHILD CARE CREDIT
• Available to employers who provide child care assistance to employees

• The Act increases the credit percentage for “qualified child care 
expenditures” from 25 percent to 40 percent for regular businesses and 50 
percent for eligible small businesses.

• Maximum annual credit amounts increase to $500,000 for regular 
businesses and $600,000 for eligible small businesses, with both amounts 
subject to annual inflation adjustments beginning in 2027

• Effective in 2026 



EMPLOYER STUDENT LOAN PAYMENT EXCLUSION
• Employers have been permitted to pay up to $5,250 in student loan 

payments as an employee benefit and on a tax-free basis

• This benefit was sent to expire as of the 2026 tax year

• The Act makes this exclusion permanent and adds an inflation adjustment to 
the maximum benefit



DCAP LIMITS INCREASED
• Unlike most plan limits, DCAP limits have always been set by statue at 

$5,000 ($2,500 for married individuals filing separately)

• The limits have not been indexed but have been increased to $7,500 
annually ($3,750 for a married individual filing separately)

• This provision takes effect as of the 2026 tax year



PAYROLL CONSIDERATIONS



NO TAX ON TIPS
• The Act creates a new deduction for tips in industries where tipping was 

customary before January 1, 2025 (the IRS has been directed to publish a 
list)
• The deduction cap is $25,000 per year per taxpayer, with a phase out as 

gross income exceeds $150,000 ($300,000 for joint filers)
• Employers will report tips and occupations on Forms W-2
• Individuals will then take a deduction; they need not itemize to take the 

deduction
• Effective for the 2025 tax year (will expire 12/31/28)
• Withholding procedures may change in 2026



NO TAX ON OVERTIME
• Taxpayers may deduct up to $12,500 per year in qualified overtime 

compensation ($25,000 for joint filers)

• The deduction phases out by $100 for every $1,000 of modified adjusted 
gross income above $150,000 (single filers) or $300,000 (joint filers)

• FLSA overtime is included, but only the amount actually attributed to 
overtime pay, so only the .5 of the 1.5 is included

• Itemization is not required for an individual to take the deduction

• Effective for the 2025 tax year (will expire 12/31/28)

• Withholding procedures may change in 2026



GRAB-BAG ITEMS



CHANGES TO ACA PREMIUM TAX CREDITS
• Premium Tax Credits have been available to those who enroll in exchange 

coverage

• Premiums attributable to individuals who are not lawfully present in the US 
have always been excluded

• The Act adds an exclusion for certain categories of lawfully present non- 
citizens. Among the excluded categories are: 
• Deferred Action for Childhood Arrivals (DACA) recipients,
• Temporary protected status (TPS) holders, and
• Nonimmigrant visa holders



THE SALT DEDUCTION CAP
• The TCJA capped the individual deduction for state and local taxes at 

$10,000 ($5,000 for married people filing separately)

• Retroactively increases the individual SALT deduction cap from $10,000 to 
$40,000 ($20,000 for married people filing separately) for 2025 
(indexed)

• Phases out the deduction for taxpayers with modified adjusted gross 
income greater than $500,000 in 2025. (Indexed)

• The individual SALT deduction cap will revert to $10,000 beginning in 
2030



PAID FAMILY AND MEDICAL LEAVE CREDIT
• Subject to certain limits, the Code provides a general business credit equal 

to 12.5% to 25%, depending on the rate of payment of the amount of 
wages paid to qualifying employees during any period (of up to 12 
weeks) during which the employees are on family and medical leave for 
the tax year

• The credit was set to expire in 2026, but the Act makes it permanent and 
takes effect 1/1/26

• Changes include the option to claim the credit for a percentage of 
premiums paid to insurers as well as amounts paid for benefits in excess of 
state and local maximums



HSAS
• Pre-deductible telehealth services no longer result in HSA ineligibility 

(effective now)

• Concierge arrangements will not adversely affect HSA eligibility if certain 
requirements are met regarding fees charged and services provided; fees 
for these arrangements are qualified medical expenses for HSA purposes. 
(2026)



WHAT DOES THIS MEAN FOR STATE TAX LAW?
• 42 states levy individual income taxes

• States generally conform to the Internal Revenue Code in one of three 
ways: 
• (1) rolling conformity (automatically adopting federal changes), 
• (2) fixed conformity (adopting the IRC as of a specific date), or 
• (3) selective conformity (choosing specific provisions)



• This morning the IRS published updated limits on several items, including 
Section 125 Plans, Transportation Plans, and Adoption Assistance

• Let me know if you would like a link

IRS HAS RELEASED SOME 2026 PLAN LIMITS



• Final regulations were released on September 15

• The regulations did not extend the deadline of 1/1/26 or set a 
nonenforcement period

• Where an employee exceeds the set income limit in the year prior 
($145,000 indexed), all catch up contributions in the following year must 
be Roth

• Requires a plan amendment and administrative work

A SECURE 2.0 REMINDER | ROTH CATCH-UP CONTRIBUTIONS
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