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The Senate Finance Committee this week released the largest portion of the “One Big, Beautiful Bill,” covering
taxes, Medicaid and other important areas. John Nolan and the Governmental Affairs US team take a look at
this and much more in the latest Washington Weekly report.

Senate Republicans plan to bring the bill to the floor next week with the goal of passing the bill before July 4th. The bill
still would need to go back to the House. We highlight some key provisions in the Senate’s bill below.

« Senate Parliamentarian. As we have noted, the Senate is able to pass a reconciliation bill with only a simple
majority (without meeting the 60-vote procedural threshold applicable to most legislation), but there are restrictions
on what can be part of a reconciliation package. A key hurdle that any reconciliation bill must pass is known
as the “Byrd bath.” Named after former Senator Robert Byrd (D-WV), this is the process in which the Senate
Parliamentarian scrubs the bill for “extraneous” provisions that don’t have a primary budgetary purpose. Elizabeth
MacDonough, the Senate Parliamentarian, is not a household name, but she wields considerable power in this
process. She has started to make decisions on specific provisions in the bill and we will continue to hear about her
rulings throughout next week. During the consideration of the reconciliation bill passed by Democrats in 2022,
she ruled that a provision to increase the minimum wage to $15 an hour was not in order. For this bill, she already
has ruled against provisions to dramatically cut funding for certain federal agencies, including the Consumer
Financial Protection Bureau. We are also watching a proposal that would ban state regulation of Al for ten years. The
Parliamentarian’s rulings in the coming days will determine whether significant provisions remain in or are stripped
out of the reconciliation bill.
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« State and Local Tax Deduction. The Senate draft keeps in place the current $10,000 cap for the state and local
tax (SALT) deduction. Senate Republicans acknowledge that this is just a placeholder for negotiations, but the move
has drawn the ire of House members from high tax states (including New York, New Jersey and California). They
had fought hard to increase the SALT cap to $40,000 in the House bill (with a phase-out for those with incomes
over $500,000) and have signaled that they will oppose the Senate bill if it lowers the deduction below that level.
This issue will continue to be one of the thorniest in the bill. While Republican Senators do not want to increase the
cap, they understand that it must be increased for this bill to become law. It remains unclear exactly where the cap
will land at the end of this process. However, the cap will need to be substantially higher than today’s $10,000 cap,
though the higher it goes, the stricter the income limitation will be.

« Business Taxes. The Senate bill makes a number of changes to the House bill on tax provisions important to
businesses. The small business deduction is made permanent under the Senate bill, but it is slightly less generous
(20% deduction versus a 23% deduction in the House bill). The Senate version also permanently extends expensing
for research and development, which is important to a number of sectors, including defense and pharmaceuticals.
Also, there is a permanent extension of 100% bonus depreciation for business investments in machinery, equipment
and other short-lived assets. As with any bill of this size, there are a number of moving parts. Generally speaking,
business did well.

o Trump Priorities. On the campaign trail, President Trump made pledges on no taxes on tips, no taxes on overtime
wages and a tax cut for seniors. With prodding from President Trump, both the House and Senate versions have
relevant provisions. However, there are some differences between the two bills. For example, the Senate bill is more
generous to seniors with a $6,000 deduction that begins to phase out at an income of $75,000 ($150,000 for
married couples). The Senate did not agree to all of President Trump’s priorities. For example, the Senate bill does not
have a change to the tax treatment of carried interest that President Trump wanted. President Trump was involved in
the process and the final bill is likely to include several of his campaign promises.

For more, see the latest Washington Weekly, 20 June 2025.
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