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Tax Newsflash on US Tax Reform
Press reports cite deal on conference
agreement
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Background

Although nothing has been announced officially, a number of
news agencies, citing comments from congressional aides,
reported December 13 that House and Senate conferees have
reached an agreement on a tax reform package aimed at
lowering tax rates on corporations, pass-through entities,
individuals, and estates and moving the US toward a
territorial-style system for taxing foreign-source income of
domestic multinational corporations.

In comments to reporters shortly before what is expected to
be the tax reform conference committee’s only public hearing,
House Ways and Means Committee Chairman Kevin Brady, R-
Texas, did not confirm that a deal is in place, although he did
say an agreement “feels very close.” (In addition to being the
top tax writer in the House, Brady is also conference
committee chairman.)

Few details so far

Relatively few details of the purported agreement have
become public; however, press reports generally indicate that
the conference agreement on the Tax Cut and Jobs Act (H.R.
1) will call for:

e Reducing the top corporate tax rate to 21 percent (from
35 percent under current law) effective beginning in
2018.



e Allowing pass-through entities a 20 percent deduction
on certain qualifying income, which could mean the
marginal rate for pass-through income at 29.6 percent
as oppose to 39.6% currently.

e Limiting the deduction for net business interest expense
by using a test based on 30 percent of EBITDA (included
in the House version) for five years and 30 percent of
EBIT (included in the Senate version) thereafter.

¢ Reducing the top income tax rate for individuals to 37
percent, although the income threshold at which this
rate would apply is unclear.

e Capping the deduction for mortgage interest at interest
paid on principal amounts of up to $750,000.

e Providing a deduction of up to $10,000 for state and
local property taxes or state and local income taxes.

e Retaining the deduction for unreimbursed medical
expenses.

e Retaining the estate tax but expanding the exemption to
$10 million per taxpayer.

e Repealing the alternative minimum tax (AMT) for
corporations but retaining a modified version of the AMT
for individuals.

¢ Reducing to zero the penalty imposed on individuals
who do not comply with the individual mandate under
the Patient Protection and Affordable Care Act of 2010.
This provision was included in the Senate-passed bill but
not in the House package.

Next steps

Conference committee leaders could release language of the
agreement as early as December 15, after it has been drafted
and received a revenue score from the JCT staff. The
agreement then will need to be approved in both chambers of
Congress. The Senate is likely to vote on the measure early in
the week of December 18 with a House vote expected shortly
thereafter.
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Archives

How is the US tax reform progressing? How will this significant
reform impact US inbound investment and cross-border
businesses? [Deloitte Tax Newsflash on US Tax Reform]
shares with you our professional insights. Check out the
archives below and stay tuned for more updates.

o« Dec 8 - _[Deloitte Tax Newsflash on US Tax Reform]
Impacts on individual taxpayers and employer global
mobility and rewards program

« Dec 4 - [Deloitte Tax Newsflash on US Tax Reform]
China outbound impacts

« Dec 2 - [Deloitte Tax Newsflash on US Tax Reform]
Senate passes tax bill

« Nov 29 - _[Deloitte Tax Newsflash on US Tax Reform]
Current status

Read more

Check out Tax News & Views — Capitol Hill briefing to access
the latest developments published by Deloitte US's Tax Policy
Group in Washington DC.
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