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Section 1 

Introduction 
On July 4, 2025, President Trump signed the “One Big Beautiful Bill,” which includes a 
federal income tax deduction on nonexempt workers’ overtime pay covered by the Fair 
Labor Standards Act. The overtime tax deduction is currently scheduled to expire after 
2028.  

To provide employers with some information about the deduction and the varying 
aspects and issues to consider, this roundup provides links to government information, 
third-party analyses, news articles, and viewpoints. The aggregated content in each 
section is organized in reverse chronological order, is by no means comprehensive, and 
does not necessarily reflect Mercer’s or the authors’ point of view on the subject. 
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Section 2 

Highlights 
Effective for 2025 through 2028, nonexempt workers who receive qualified overtime 
compensation may deduct the pay that exceeds their regular rate of pay. The maximum 
annual deduction is $12,500 ($25,000 for joint filers), and the deduction phases out for 
taxpayers with modified adjusted gross income over $150,000 ($300,000 for joint filers). 
To receive the deduction, married couples must file jointly.  

Employers are required to file information returns with the Internal Revenue Service 
(IRS) and furnish statements to taxpayers showing the total amount of qualified 
overtime compensation paid during the year. 

On November 21, 2025, the Treasury and IRS issued guidance Notice 2025-69, for 
workers eligible to claim the deduction for overtime compensation for tax year 2025. 
The guidance includes overtime examples. FAQs were issued in January 2026. 

https://www.irs.gov/newsroom/treasury-irs-provide-guidance-for-individuals-who-received-tips-or-overtime-during-tax-year-2025
https://www.irs.gov/pub/irs-drop/n-25-69.pdf
https://www.irs.gov/newsroom/questions-and-answers-about-the-new-deduction-for-qualified-overtime-compensation
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Section 3 

Government resources 
• HR 1 – One Big Beautiful Bill Act (Congress, July 4, 2025)  

• President Trump has signed the One Big Beautiful Bill (The White House) 

• Questions and answers about the new deduction for qualified overtime 
compensation (IRS, January 2026)  

• Treasury, IRS provide guidance for individuals who received tips or overtime during tax 
year 2025 (IRS, November 21, 2025)  

• Notice 2025-69 (Government, November 2025)  

• Draft Form W-4 2026 (IRS, August 21, 2025)  

• One Big Beautiful Bill Act: Tax deductions for working Americans and seniors (IRS, July 
14, 2025 

• One Big Beautiful Bill: no tax on overtime (The White House, June 16, 2025)  

https://www.congress.gov/bill/119th-congress/house-bill/1/text/enr
https://www.whitehouse.gov/obbb/
https://www.irs.gov/newsroom/questions-and-answers-about-the-new-deduction-for-qualified-overtime-compensation
https://www.irs.gov/newsroom/questions-and-answers-about-the-new-deduction-for-qualified-overtime-compensation
https://www.irs.gov/newsroom/treasury-irs-provide-guidance-for-individuals-who-received-tips-or-overtime-during-tax-year-2025
https://www.irs.gov/newsroom/treasury-irs-provide-guidance-for-individuals-who-received-tips-or-overtime-during-tax-year-2025
https://www.irs.gov/pub/irs-drop/n-25-69.pdf
https://www.irs.gov/pub/irs-dft/fw4--dft.pdf
https://www.irs.gov/newsroom/one-big-beautiful-bill-act-tax-deductions-for-working-americans-and-seniors
https://www.whitehouse.gov/videos/one-big-beautiful-bill-no-tax-on-overtime-2/
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Section 4 

Law firm analyses, news and 
viewpoints 
• No tax on overtime calculator (OTT Calculator)  

• Schedule to claim tips, overtime tax breaks published by IRS (subscription required) 
(Bloomberg Law, March 2, 2026)  

• Indiana adopts federal cuts on tipped and overtime wages (subscription required) 
(Bloomberg Law, February 26, 2026)  

• Employers must confront tax changes on tips, overtime and meals (subscription 
required) (Bloomberg Law, January 28, 2026) 

• IRS news release: IRS issues FAQs clarifying new deductions for qualified overtime 
compensation (subscription required) (Bloomberg Law, January 26, 2026)  

• Companies, workers gauge reporting on tax law’s overtime break (subscription 
required) (Bloomberg Law, December 8, 2025)  

• Millions miss out on overtime tax breaks under Trump labor rules (subscription 
required) (Bloomberg Law, November 25, 2025)  

• IRS rules allow more workers to snatch overtime, tips breaks (subscription required) 
(Bloomberg Law, November 21, 2025)  

• Labor Secretary says overtime tax break guidance to come in 2026 (subscription 
required) (Bloomberg Law, November 20, 2025)  

• Employers, workers prep for overtime tax break without IRS input (subscription 
required) (Bloomberg Law, October 15, 2025)  

• One big beautiful bill: No tax on overtime pay explained (2025-2028) (H&R Block) Draft 
2026 Form W-4: What’s changing and what to do (Experian, August 25, 2025)  

• IRS adds tip, overtime deductions to 2026 Form W-4 draft (subscription required) 
(Bloomberg Law, August 22, 2025)  

• Key payroll provisions in the One Big Beautiful Bill: What employers need to know 
(Parsons Behle & Latimer, August 14, 2025)  

• Unlocking savings: New tax breaks for overtime and tips — What employers need to 
know (Womble Bond Dickenson, August 4, 2025)  

https://ottcalculator.com/
https://news.bloomberglaw.com/product/blaw/bloomberglawnews/exp/eyJpZCI6IjAwMDAwMTljLWFmNjQtZDE1Mi1hZGRlLWVmZmYzNmE2MDAwMiIsImN0eHQiOiJEVE5XIiwidXVpZCI6IjgvNnRSbDMzYU1vNnhPcW5yM3NiNHc9PUtUb2U2NTN2d1ViamVmc29QL2NBRHc9PSIsInRpbWUiOiIxNzcyNTM1OTk5OTg3Iiwic2lnIjoiTkZiVWw2VTI5U3FKRmdhVDgwZEx6SkVrNDNZPSIsInYiOiIxIn0=?source=newsletter&item=read-text&region=digest&channel=daily-tax-report&emailQueueID=97a9fc93-8235-0a98-da0a-55429c306d73&senderID=7472814
https://news.bloomberglaw.com/product/blaw/bloomberglawnews/exp/eyJpZCI6IjAwMDAwMTljLTI0YzctZDM4OC1hZGRjLTM2ZGY3YzA3MDAwMSIsImN0eHQiOiJQWU5XIiwidXVpZCI6IlNIY0dhNXZLT1lJYWlHMkMzU2ZFL0E9PXBhQkpnZTkwTDBmNGhWcGpkclpOekE9PSIsInRpbWUiOiIxNzcyNDQ1MzYzNDUxIiwic2lnIjoicmIydGtnZWh3SElFSzgrUklLaTFvbWFnSTk4PSIsInYiOiIxIn0=?source=newsletter&item=read-text&region=digest&channel=payroll&emailQueueID=3b376275-7249-e1c7-d4d1-24932fb2afe1&senderID=7472814
https://news.bloomberglaw.com/product/blaw/bloomberglawnews/exp/eyJpZCI6IjAwMDAwMTliLTRkMjUtZDQwMC1hMWRmLTdkMmY4NGFkMDAwMSIsImN0eHQiOiJETE5XIiwidXVpZCI6IjRVYS9KNUo1VWIyZjRKbHdOREl1QUE9PVpzWWNaclZIVG85bFl6Sis0RThad0E9PSIsInRpbWUiOiIxNzY5NjAxODg4ODAzIiwic2lnIjoibndjUEtMTjFEbmJFbGljTTB4Mm1FclRFeDhVPSIsInYiOiIxIn0=?source=newsletter&item=read-text&region=digest&channel=daily-labor-report&emailQueueID=%24%24EmailQueueID%24%24&senderID=%24%24SenderID%24%24
https://news.bloomberglaw.com/product/blaw/bloomberglawnews/exp/eyJpZCI6IjAwMDAwMTliLWVjNGEtZDNmYy1hYmJiLWVkNWUyNzhkMDAwMyIsImN0eHQiOiJQWU5XIiwidXVpZCI6ImhNcEtWaEZXLytwVXMyWTArQ2tuTlE9PW1Qa1MraHFxaFBhN3RlNlZBTzByUVE9PSIsInRpbWUiOiIxNzY5NTk0MjI2NDY3Iiwic2lnIjoiNFdDcENhdUN5ditvVjJuSkVDNTJieDFRVzljPSIsInYiOiIxIn0=?source=newsletter&item=headline&region=digest&channel=payroll&emailQueueID=%24%24EmailQueueID%24%24&senderID=%24%24SenderID%24%24
https://news.bloomberglaw.com/product/blaw/bloomberglawnews/exp/eyJpZCI6IjAwMDAwMTliLWVjNGEtZDNmYy1hYmJiLWVkNWUyNzhkMDAwMyIsImN0eHQiOiJQWU5XIiwidXVpZCI6ImhNcEtWaEZXLytwVXMyWTArQ2tuTlE9PW1Qa1MraHFxaFBhN3RlNlZBTzByUVE9PSIsInRpbWUiOiIxNzY5NTk0MjI2NDY3Iiwic2lnIjoiNFdDcENhdUN5ditvVjJuSkVDNTJieDFRVzljPSIsInYiOiIxIn0=?source=newsletter&item=headline&region=digest&channel=payroll&emailQueueID=%24%24EmailQueueID%24%24&senderID=%24%24SenderID%24%24
https://news.bloomberglaw.com/product/blaw/bloomberglawnews/exp/eyJpZCI6IjAwMDAwMTlhLWRmZjUtZDI5Ni1hZDllLWZmZjc3NThmMDAwMSIsImN0eHQiOiJQWU5XIiwidXVpZCI6IkdTcHB6NEhzeEJKZ2tjVy94MTk3b1E9PU5VdHl0SHFMYUtuV3NERnR6dEhGc3c9PSIsInRpbWUiOiIxNzY1Mjc0MjAwMjkwIiwic2lnIjoiNmJmcVNOempzMGMvdUxRY09BZWUwUEU0Nk80PSIsInYiOiIxIn0=?source=newsletter&item=read-text&region=digest&channel=payroll
https://news.bloomberglaw.com/product/blaw/bloomberglawnews/exp/eyJpZCI6IjAwMDAwMTlhLWE4OGUtZGM1NC1hM2ZiLWY5ZGYyZTQwMDAwMSIsImN0eHQiOiJETE5XIiwidXVpZCI6IllSRFEvK3FlamJERVkzVXRKeGYrZVE9PWRRN3hLelZ3MUNvSUJNdGdlOVVKMnc9PSIsInRpbWUiOiIxNzY0MDcyMjUwNTE4Iiwic2lnIjoiOE92VHNhS3pHK2xjRlQzNXJqZWVLYnJNTitrPSIsInYiOiIxIn0=?source=newsletter&item=body-link&region=text-section&channel=daily-labor-report
https://news.bloomberglaw.com/product/blaw/bloomberglawnews/exp/eyJpZCI6IjAwMDAwMTlhLWE2YWYtZDI5YS1hN2JlLWU3ZmZkMjMwMDAwMSIsImN0eHQiOiJETE5XIiwidXVpZCI6ImpDOUF4U2FqbmdkNnEvSFFncWVxdWc9PVZndGUreW9RVVNCWnZQNGxJU3ZjRGc9PSIsInRpbWUiOiIxNzYzOTg1NzY0MjI5Iiwic2lnIjoiWnZMbCtmVkpGaHBaemQzS1MxNkZ5MGp4OWg4PSIsInYiOiIxIn0=?source=newsletter&item=read-text&region=digest&channel=daily-labor-report
https://news.bloomberglaw.com/product/blaw/bloomberglawnews/exp/eyJpZCI6IjAwMDAwMTlhLWExZWUtZGM1NC1hM2ZiLWYxZmY5NjMzMDAwMCIsImN0eHQiOiJETE5XIiwidXVpZCI6ImVZdzRyRkVqcXdINXM2YWdoOXBKQmc9PUhjalJaaTNtbnd6ZW9vUDdMN0tMalE9PSIsInRpbWUiOiIxNzYzNzI2NTMzODUyIiwic2lnIjoiK3FCOURyZmVNaEJMTzBTcThKcjdUbjhleTNVPSIsInYiOiIxIn0=?source=newsletter&item=read-text&region=digest&channel=daily-labor-report
https://news.bloomberglaw.com/product/tax/bloombergtaxnews/exp/eyJpZCI6IjAwMDAwMTk5LWE2NzUtZGQ1My1hZGZkLWY2N2YzM2QzMDAwMSIsImN0eHQiOiJQWU5XIiwidXVpZCI6IlhDRDVvRUNvRmx0VTFlaXI5NjZWWlE9PTZWM2xaMjZ6Z01pK2NIWGIyTno3R2c9PSIsInRpbWUiOiIxNzYwNjA1MDYyMzA1Iiwic2lnIjoicW53cVlXdnh0MXhhMXNxdERwQVNtK1VVK2NNPSIsInYiOiIxIn0=?source=newsletter&item=headline&region=digest&channel=payroll
https://www.hrblock.com/tax-center/irs/tax-law-and-policy/one-big-beautiful-bill-no-tax-on-overtime/
https://www.experian.com/blogs/employer-services/draft-2026-form-w-4/?msockid=3ecf71320f446ff80afd67610ea16ed8
https://www.experian.com/blogs/employer-services/draft-2026-form-w-4/?msockid=3ecf71320f446ff80afd67610ea16ed8
https://news.bloomberglaw.com/product/blaw/bloomberglawnews/exp/eyJpZCI6IjAwMDAwMTk4LWQyNjAtZDliYi1hNWQ4LWRlZTM5NGYxMDAwMSIsImN0eHQiOiJETE5XIiwidXVpZCI6Ind5bFJFNjczelNsL3d6TDQxYXFqN1E9PXRFZFhrYmx3V3JUVnlCamtVdnZQTVE9PSIsInRpbWUiOiIxNzU2MTE5ODQyODU1Iiwic2lnIjoiTm45d3MvMkRaZkFZZTZ6OCsrV01zRlFieHZNPSIsInYiOiIxIn0=?source=newsletter&item=read-text&region=digest&channel=daily-labor-report
https://parsonsbehle.com/insights/key-payroll-provisions-in-the-one-big-beautiful-bill-what-employers-need-to-know
https://www.womblebonddickinson.com/us/insights/alerts/unlocking-savings-new-tax-breaks-overtime-and-tips-what-employers-need-know
https://www.womblebonddickinson.com/us/insights/alerts/unlocking-savings-new-tax-breaks-overtime-and-tips-what-employers-need-know
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• Who gets ‘no tax on overtime’? It’s messy. (subscription required) (The Wall Street 
Journal, July 31, 2025)  

• The ‘Big Beautiful Bill’ & potential FLSA pitfalls: What employers need to know on ‘no tax 
on tips & overtime’ provisions (JD Supra, July 23, 2025)  

• Retroactive tax law for tips and overtime demands immediate action, payroll expert 
cautions (Thomson Reuters, July 22, 2025)  

• When does no tax on overtime start? Everything you need to know in 2025 (Legal United 
States, July 20, 2025)  

• No tax on overtime explained (subscription required) (Forbes, July 17, 2025)  

• Issues related to the ‘no tax on overtime’ provision (von Briesen, July 15, 2025) 

• No tax on tips or overtime in the OBBBA: What employers need to know (Baker 
McKenzie, July 15, 2025)  

• IRS to give relief on tips, overtime breaks in Trump’s tax law (subscription required) 
(Bloomberg Law, July 14, 2025)  

• Federal OBBBA round-up: What employers need to know now (Jackson Lewis, July 10, 
2025)  

• How the Big Beautiful Bill will affect your big beautiful workplace (Bradley, July 10, 2025)  

• Employment law implications of Trump’s new One Big Beautiful Bill Act (Worklaw, July 9, 
2025)  

• It’s official — No tax on tips, no tax on overtime through 2028 (Ogletree Deakins, July 9, 
2025) 

• No tax on overtime: W-2 reporting changes you should know (HR Morning, July 8, 2025)  

• No tax on overtime pay: Overtime tax exemption 2025 updates (Paycom, July 7, 2025)  

• Overtime just got a tax break: What the ‘no tax on overtime’ deduction means for you 
(Schwartz Schwartz, July 6, 2025)  

• No tax on overtime: What workers should expect (Castle Accounting, July 4, 2025)  

• No tax on overtime passes in Trump’s Big Beautiful Bill: What to know (Newsweek, July 
2, 2025)  

• The 2025 tax bill: No taxes on overtime, simplified (Bipartisan Policy Center, June 16, 
2025) 

Note: Mercer is not engaged in the practice of law, accounting or medicine. Any commentary in this article does not constitute 
and is not a substitute for legal, tax or medical advice. Readers of this article should consult a legal, tax or medical expert for 
advice on those matters. 

https://www.wsj.com/politics/policy/no-tax-overtime-trump-bill-df3a6cf2?msockid=17361d95c2386c4d1b2e0ba6c34a6dde
https://www.jdsupra.com/legalnews/the-big-beautiful-bill-potential-flsa-4911365/
https://www.jdsupra.com/legalnews/the-big-beautiful-bill-potential-flsa-4911365/
https://tax.thomsonreuters.com/blog/retroactive-tax-law-for-tips-and-overtime-demands-immediate-action-payroll-expert-cautions/
https://tax.thomsonreuters.com/blog/retroactive-tax-law-for-tips-and-overtime-demands-immediate-action-payroll-expert-cautions/
https://legalunitedstates.com/when-does-no-tax-on-overtime-start/#google_vignette
https://www.forbes.com/sites/andrewleahey/2025/07/17/no-tax-on-overtime-explained/
https://www.vonbriesen.com/legal-news/8119/issues-related-to-the-no-tax-on-overtime-provision
https://bakerxchange.com/rv/ff00ef12b36eb5f7b206a7e7f54e8f4873c4a86d
https://news.bloomberglaw.com/product/blaw/bloomberglawnews/exp/eyJpZCI6IjAwMDAwMTk4LTA5YTgtZDRjOC1hM2ZhLTdiZTk2ZmIxMDAwMSIsImN0eHQiOiJETE5XIiwidXVpZCI6IlI2dVFiOE94VnYycS9jVWovdkFMTlE9PUx6bTkwRktITU1lL2xSU1BtQzNzcFE9PSIsInRpbWUiOiIxNzUyNTc3MzM2MjA1Iiwic2lnIjoiZExkQVVURHRjbVdCZTJNby9kR2VMbm0ydnpJPSIsInYiOiIxIn0=?source=newsletter&item=read-text&region=digest&channel=daily-labor-report
https://www.jacksonlewis.com/insights/federal-obbba-round-what-employers-need-know-now
https://www.employmentlawinsights.com/2025/07/how-the-big-beautiful-bill-will-affect-your-big-beautiful-workplace/#page=1
https://www.worklaw.com/blog/employment-law-implications-of-trumps-new-one-big-beautiful-bill-act-obbba
https://ogletree.com/insights-resources/blog-posts/its-official-no-tax-on-tips-no-tax-on-overtime-through-2028/
https://www.hrmorning.com/news/no-tax-on-overtime/
https://www.paycom.com/resources/blog/no-tax-on-overtime-pay/?msockid=3048e95865be6e680cffff6b64166ff0
https://www.schwartzschwartz.com/blog/2025/7/6/overtime-just-got-a-tax-break-what-the-no-tax-on-overtime-deduction-means-for-you
https://jccastleaccounting.com/no-tax-on-overtime/
https://www.newsweek.com/no-tax-overtime-passes-trump-tax-bill-2093091
https://bipartisanpolicy.org/explainer/the-2025-tax-bill-no-taxes-on-overtime-simplified/
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