Idaho Bulletin – 02/25/2026 – OBBBA conformity testing update
Here’s an update:

o Is Idaho going to keep processing returns?  Yes
o Will taxpayers who have already filed be expected to file amended returns? Only those who wish to take advantage of the Schedule 1-A deductions will have to file amended returns. As noted earlier, our system will “fix” the standard deductions for those previously submitted.
o When can we expect updated 2025 forms/instructions? Hopefully, I will have updated 2025 Forms 40 and 43 very soon. Sorry, I do not have a good estimate.
o Will there be new forms/schedules added for tax year 2025? There will be a new worksheet to calculate the Schedule 1-A deductions. See below for more information.
o What additional testing will there be and what is the time frame? If you would like to re-submit your Form 40 and 43 tests with updated standard deduction amounts, we will test those right away. If you would like to wait to submit these with the planned test with the new Schedule 1-A worksheet (see below), that’s ok too.
o Is this list of impacted areas all-inclusive? Yes
 No Taxes on Tips: Exempts qualified tipped wages from state income tax.
 No Taxes on Overtime: Eliminates state tax on the premium portion of overtime compensation.
 Enhanced Senior Deduction: Provides an increased deduction for taxpayers aged 65 and older.
 Standard Deduction: Idaho conforms to the permanently larger federal standard deduction amounts.
 Car Loan Interest: Allows a state deduction for interest paid on qualified passenger vehicle loans.
6. R&D Expensing: Adopts the full expensing of domestic Research and Experimental (R&E) expenditures incurred on or after January 1, 2025. An updated Form 67 will also be available soon, but this will just be additional information for R&D on the form. No new lines.

 Is SALT limitation impacted? We’ll be updating our system to reflect the increase in the SALT deduction cap to $40,000 for taxpayers earning under $500,000.

For the Federal Schedule 1-A deductions, we’re creating a worksheet for those taxpayers who want to take advantage of the enhanced senior deduction, no taxes on tips, no taxes on overtime, and the deduction of interest on car loans. The amounts calculated on this worksheet should be added to any existing amount on the Qualified Business Income line, which is Line 18 on Form 40, or Line 40 on Form 43. The worksheet is not required to be attached to the 2025 return. This worksheet should be available soon. As long as you can already generate QBI amounts, you should be ok. For testing, the plan is to request one Form 40 and one Form 43 with amounts on QBI line and ask that you to attach the completed worksheet to the email. 

If you have any questions, please let me know.
efilecoordinator@tax.idaho.gov 
(208) 334-7793

