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Initial Look into the 2026 Legislative Session
By Dick Carter, The Carter Group

Legislators remain intent on discussing property tax reduction in the 2026 Legislative Session. This is a bit
tricky for them since nearly all the decisions made on property tax is done at the local level.

There will likely be continued hearings on a constitutional amendment aimed at creating a rolling average
mechanism for calculating valuations. The idea would work similarly to the way ag land is valued through a
rolling average process.

One legislative leader is proposing that ALL tax exemptions be eliminated and the money collected be placed
into (for lack of a better explanation) an investment fund that is used to eliminate property tax levies
altogether. This could mean eliminating the current exemption that applies to sales tax on services. It is not
believed that the proposal will go further than a hearing, but it is always a concern when the topic of
eliminating the sales tax exemption is brought up.

With the 2026 Session being an election year, there will be many bills and topics that have hearings, where
continued on page 4

The official newsletter of The Public Accountants Association of Kansas, Inc.
Affiliated with The National Society of Public Accountants



PRESIDENT'S MESSAGE

Hello everyone, and happy fall!

By now, most of us have wrapped up those extended business returns and are
pushing toward the October 15 deadline. If your firm is anything like ours, it
can be a challenge to get those last-minute clients to provide their information
on time. I know we’re all looking forward to getting past this final deadline of
the year.

I’'m just one month into my presidency, and I'm excited about the opportunity

Laura B. Parish-Coan
President

to work alongside such a strong team of officers and directors. One of our
upcoming priorities will be preparing the budget for the October Board
meeting.

Continuing education season is also right around the corner. PAAK offers a
variety of webinar options through Tax Speaker to help meet your CE
requirements—visit our website (paak.org) to explore the many choices
available. In addition, mark your calendars for our live 1040 seminar in the
Kansas City area on December 4-5 at the Hilton Garden Inn in Independence,
MO. Registration details and additional information can be found on our
website.

I hope to see many of you at Committee Day and the Board of Directors
meeting on October 20 at the Bluemont Hotel in Manhattan. Best of luck as you
finish up the October 15 deadline, and I encourage you to carve out some time
afterward to recharge with family and friends before we gear up for another
busy tax season.

Dt
— SIGN UP FOR THE MANY WEBINARS PAAK OFFER HERE.
PAAK IS HELPING OUR MEMBERS REACH THEIR EDUCATION

GOALS THROUGH ONLINE SAVINGS; BECOME A MEMBER TODAY!
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https://paak.org/meetinginfo.php?id=7
https://paak.org/form.php?form_id=8

PAAK NEWS & NOTES

Retroactive tax law for tips and overtime

demands immediate action, payroll expert cautions
By: Christopher Wood, CPP
(Submitted by PAAK member for reprint from the Thompson Reuters website)

The “One Big Beautiful Bill Act” (P.L. 119-21), signed into law on July 4, 2025, introduces two major tax
deductions for workers: one for tips and another for overtime pay. While the provisions are designed to
boost take-home pay for millions of Americans, they also create new compliance burdens for employers-
especially in hospitality, retail, and healthcare.

Gillian Florentine, a director with Baker Tilly’s Human Resources consulting team, says employers should
take action now to prepare for the changes, which are retroactive to January 1.

What the law does

Under the new law, employees can deduct up to $25,000 in qualified tips and $12,500 in qualified overtime
premiums from their taxable income. But the deductions are narrowly defined.

For overtime, only the “premium” portion-the extra half-time pay above the regular hourly rate-qualifies.
Littler Mendelson offers this example: if an employee earns $20/hour and works 50 hours in a week, they
receive 40 hours at $20 ($800) and 10 overtime hours at $30 ($300). Only the $10/hour premium for those 10
hours-$100 total-is deductible.

Florentine emphasized the importance of this distinction: “We are advising clients on both calculations as
well as tracking tip information,” she said. “Particularly when there’s overtime, let’s say in hospitality where
you’ve got both overtime and tips, to prevent some of the double dipping on the deductions.”

For tips, the law requires employees to report all tips as usual, but only a portion may qualify for the
deduction based on income thresholds and annual caps. “Employees still are required to report all tips
earned-that hasn’t changed,” Florentine explained. “But then what we’re going to need to see is a breakdown
between the qualified and non-qualified tips so that employees, when remitting their personal tax returns,
can actually make an accurate calculation of what deduction they’re able to take related to those tips.”

Readiness of payroll systems

Florentine said payroll vendors are still scrambling to update their systems. “It’s really early and the
platforms that our firm has partnerships with are still actively in flight trying to configure their systems,”
she said. “I suspect every other payroll platform provider is.”

continued on page 5
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continued from page 1

the bill may never go anywhere, but the intent is to get legislators “on record” in one way or another for use
in campaigns - that makes for an unnecessarily messy Session.

Another big-ticket item is Congressional redistricting. Presently, a petition is being circulated amongst
lawmakers to gather enough signatures to call a special session in November to attempt to redraw
Congressional boundaries in advance of the 2026 election. The primary target for this

effort in Kansas would be in the 3rd District, which generally encompasses Wyandotte and Johnson Counties.
Similar efforts have occurred in Texas, Missouri and other states. How far Kansas Legislators are willing to go
in this effort will become apparent in the near future. The 2026 Legislative Session is scheduled to start on
Monday, January 12, 2026. Leadership has published an accelerated schedule similar to the one put in place
this past year, making for a rapid paced Session for 2026.

How to register multiple people for events

This is a visual aid on how to add multiple people for one charge on the website.

Live in-person Seminar and PAAK
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Committee Meeting and Quarterly
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BIG BEAUTIFUL TAX SEMINAR
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continued from page 3

She added that most systems likely won’t enforce the annual deduction caps ($25,000 for tips, $12,500 for
overtime) or income thresholds ($150,000 individual / $300,000 joint). “I don’t think systems are going to max
it out,” she said.

“I think what they’re just going to do is turn on the accumulator or track it so that then the employee is given
the accurate year-end amount of total tips earned and then that total broken out by qualified and nonqualified
tips and leave it up to the employee on their personal tax return depending on how they’re filing,” Florentine
speculated.

Retroactive application and year-end reporting

Because the law applies retroactively to January 1, 2025, employers may need to adjust previously processed
payrolls. “There is a provision for making an assumption this year,” Florentine said. “That gives individual
employees and employers a little bit of leeway.”

She doesn’t expect a spike in corrected Forms W-2c this year, but warned that 2026 could be different. “I would
guess in tax year 2026 we might see an uptick there,” she said.

Potential IRS form changes and guidance

As of mid-July, the IRS has not issued formal guidance on these provisions. “Nothing exists on the IRS website
as of today,” Florentine said.

That said, she assumes changes to IRS Forms W-2 and possibly 4137 to accommodate the new reporting
requirements. “I can’t see how the W-2 won’t be changed,” she said. “Employers now need to know of those
tips, what’s qualified and what’s not.”

She posited that the W-2 may eventually include new boxes or codes to distinguish between qualified and non-
qualified tips and overtime. However, she expressed concern about whether payroll platforms will have

enough time-or technical clarity-to implement those changes for the 2025 tax year.

“I'm not sure how that will be accomplished in payroll platforms yet,” she said. “We’ll even need to know what
to do to adjust the W-2s so that those come out correctly with a new box.”

She was less certain about Form 1099, noting that independent contractors already self-report income. “I think
the 1099 will be less impacted,” she said.

What employers should do now

continued on page 7
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IMPORTANT INFORMATION FOR FIRMS WHO
UNDERGO PEER REVIEWS

As areminder to firms that are required to undergo peer review, below are some helpful tips to make your peer review
process a little less painful.

« Contact your professional peer reviewer early (6 months in advance is not too soon!) and start building
that relationship.

« Schedule dates on the calendar to get your field work done.

» Make sure you have a signed engagement letter with the firm performing your peer review for
accountability.

« Assign team members within your firm to get the required documentation submitted to the reviewer in
a timely manner.

« Build a timeline of due dates and activities to be completed, and follow-up! This step is critical to make
sure everyone is doing their part to make the process flow efficiently.

Keep in mind your peer review is an important part of the compliance indicator of your practice. The process itself
should be viewed as an opportunity to study and evaluate the strengths and weaknesses of your current practice. Take
advantage of the scrutiny and work performed during the review and embrace it for the valuable resource it’s meant
to be. After all, you are paying for it and you must have it done, so you really should view it as just another investment
and get the most bang for your buck!

\BRIDGE THE GAP~
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G ontad‘_S acey Davis
1.888.386.9680
sdavis@BASEonline.com
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continued from page 5

Florentine urged employers to begin preparing immediately. “We’re certainly talking with [hospitality
clients] now about...[building] ways in the meantime to track [qualified and non-qualified tips the] best we
can,” she said.

She also recommended internal assessments-even if not formal audits-to validate payroll data. “Anytime
there is a regulation change as sweeping as this, it is a good time to cross-check and validate what we are
tracking,” she said. “Start parsing out some of those totals or sums that are probably tracked somewhere but
aren’t split out by these qualified and unqualified [categories] or what counts towards no tax on overtime.”
She emphasized the need for collaboration across departments. “Payroll has a tie into accounting... and tax
departments altogether to make sure employers understand what is the ripple effect,” she said.

Communicating with employees

Florentine said employers should proactively communicate with workers. “There’s a group of employees that
pay attention to that kind of thing, and then a big group that just assumes their paycheck is correct,” she said.
“The more proactive in the communication, obviously, I think the better.”

She added: “Getting in front of it helps. Having that open dialogue is a good protocol by an employer.”
Industry-specific considerations

The law is not intended to apply uniformly across all sectors. “The regulation does call out certain industries
that this is not meant to target, especially in the tips world,” Florentine said. “Certainly, hospitality and some
retail [are included], but we’ll have to see how the IRS continues to develop their guidance on that in all
industries and how it impacts.”

Risk of abuse

Florentine acknowledged the potential for abuse. “Any regulation as it relates to tax, you’re always going to
have either individuals or organizations that are going to find a way to work that to their advantage - either
right or wrong,” she said.

She pointed to the temporary flexibility built into the law for 2025 as a potential opening for abuse. “This
year in particular will be interesting because there is the leeway to say assumptions can be made,” she said.

“For example, the tips this year-as an individual, I can’t imagine why an individual wouldn’t say, ‘Well, ’'m

1

going to say my estimation is exactly what the deduction allows me to take.

She stressed that in the absence of IRS guidance, “You will always have players that take regulations to the
limit.”

continued on page 8
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Let us make it simple.

continued from page 6

What’s next

Contact Us
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500 Amity Rd, Suite 5B-68
Conway, AR 72032
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kathy@accountingbizbrokers.com
christy@accountingbizbrokers.com
accountingbizbrokers.com

Florentine said her team is in constant communication with payroll vendors and clients. “This is a very, very

relevant topic. We're literally talking about this every day,” she said. “We’re trying to do our best to be on the

forefront of understanding what’s the latest.”

She noted with regard to any federal agency action, “It’s still early. In the meantime, Florentine recommends

that employers focus on preparation and communication.

“Start tracking what you can now;” she advised. “Even if you don’t have all the answers, having a system in

place to capture qualified and non-qualified tips and overtime will put you in a better position when the IRS

guidance does arrive.”

Her message to employers: stay alert, stay flexible, and stay in touch with your payroll and tax advisors.
“Now we’re starting to get some real traction on how this is gonna work,” she said. “And now what do we do?

That’s the developing part.”
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Leighty Ag Appraisal Service LLC
Need A Real Estate Appraisal?

Ready to sell your firm? It is time to start the process We Can Assist You and Your Client!
NOW! We have a large number of active buyers and *Farm/Ranch* Minerals* Estates®
lenders are ready to lend on these firms to make it

happen! 60 years of appraisal knowledge in Western
AVAILABLE LISTINGS: SW K8 Gross $520k; S Central Kansas and Eastern Colorado

KS Gross $500k-New: SE KS Gross $385k-New; Lenexa Two Certified General Real Property

Gross $600k-New; Overland Park Gross $265k- Appraisers Licensed in Kansas and Colorado
New; Overland Park Gross $470k-New; NE KS Gross Appraisals for Estate Planning and Portfolio
$725k-New. Contact Kathy Brents, CPA CBI at Management

501-514-4928 or Kathy@AccountingBizBrokers.com to Specialize in Agriculture and Minerals

LIST TODAY or to request your FREE MARKET

ANALYSIS! Visit our website Call 620-356-5190 to see how we can assist you!
www.AccountingBizBrokers.com to see all of our dleighty@pld.com

www.leightyagappraisalservice.com

current listings.




