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Comparison of House and Senate Tax Cut Proposals 

 

November 13, 2017 

 

Provision 

Tax Cuts and Jobs Act (passed by 

House Ways and Means Committee) 

Senate Bill (description released by 

Senate Finance Committee) 

Individual Income Tax Rates Would create four personal tax rates 

of 12%, 25%, 35%, and 39.6% that 

generally would kick in at higher 

thresholds than current law, effective 

in 2018; also includes a 9% rate for 

pass-through income up to $75,000. 

Would retain seven tax brackets: 

generally would apply at higher tax 

brackets, proposed brackets would be 

10%, 12%, 22.5% (down from 25%), 

25% (down from 28%), 32.5% (down 

from 33%), 35%, and 38.5% (down 

from 39.6%). 

Standard Deduction, Personal 

Exemption 

The standard deduction is increased to 

from $12,770 to $24,000 for married 

individuals filing a joint return, from 

$9,350 to $18,000 for head-of-

household filers, and from $6,350 to 

$12,000 for all other taxpayers. The 

amount of the standard deduction is 

indexed for inflation using the chained 

consumer price index for all-urban 

consumers for taxable years beginning 

after December 31, 2018.The 

additional standard deduction for the 

elderly and the blind is not changed.  

The personal exemption is eliminated. 

The standard deduction is increased to 

from $12,770 to $24,000 for married 

individuals filing a joint return, from 

$9,350 to $18,000 for head-of-

household filers, and from $6,350 to 

$12,000 for all other taxpayers. The 

amount of the standard deduction is 

indexed for inflation using the chained 

consumer price index for all-urban 

consumers for taxable years beginning 

after December 31, 2018.The 

additional standard deduction for the 

elderly and the blind is not changed.  

The personal exemption is eliminated. 

Child Tax Credit Increases the child tax credit from 

$1,000 per qualifying child to $1,600 

per child under age 17, and includes 

an additional $300 for each parent as 

part of a consolidated family tax 

credit.  

Increases the child tax credit from 

$1,000 per qualifying child to $1,650. 

State and Local Tax (SALT) 

Deductions 

Eliminates individual state and local 

income tax deduction, but retains 

property tax deduction with cap of 

$10,000. 

Eliminates state and local income tax 

and property tax deduction. 

Other Individual Itemized 

Deductions and Credits 

Would eliminate medical expense 

deduction, certain tax credits and 

education relief provisions and many 

other individual deductions (including 

state and local income taxes as noted 

above); would limit interest deduction 

for newly-purchased principal and 

second residences to $500,000. 

Would retain medical expense 

deduction, R&D tax credit, low 

income housing tax credit and certain 

education relief provisions while 

eliminating many other individual 

deductions (including state and local 

income/property taxes as noted 

above); would retain interest 

deduction for existing mortgages and 

mortgages on newly-purchased 

principal and second residences of up 

$1 million. 
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Provision 

Tax Cuts and Jobs Act (passed by 

House Ways and Means Committee) 

Senate Bill (description released by 

Senate Finance Committee) 

Corporate Income Tax Rates Would reduce maximum corporate 

rate from 35% to 20%, effective in 

2018. Personal service corporation 

rate reduced to 25%. 

Would reduce maximum corporate 

rate from 35% to 20%, effective in 

2019 (one year later than the House 

proposal). Personal service 

corporation rate reduced to 25%. 

Alternative Minimum Tax The individual and corporate AMT 

would be repealed effective in 2018. 

The individual and corporate AMT 

would be repealed effective in 2018. 

Taxation of Pass-through 

Businesses, REITs 

Would reduce the tax rate applied to 

business-related income from pass-

through entities, such as partnerships, 

limited liability companies, S 

corporations and REITs, to 25% (9% 

for lower income levels) effective in 

2018. The lower rates only applies to 

passive investors (who do not 

materially participate in the business). 

Owners, partners, or shareholders 

receiving distributions from active 

business activities would be able to 

elect to: (1) treat 30% as business 

income and 70% as wage income, or 

(2) determine ratio of business income 

to wage income based on capital 

investment. Active participants would 

be taxed at normal rates and would be 

subject to self-employment tax on the 

active component. Owners, partners,  

or shareholders receiving distributions 

from passive business activities would 

be able to treat 100% as business 

income. Certain personal service 

businesses (e.g., businesses involving 

the performance of services in the 

fields of law, accounting, consulting, 

engineering, financial services, or 

performing arts) would not be eligible 

for the pass-through rate.   

Permits individuals to deduct 17.4% 

of qualified domestic business 

income, including REIT dividends, 

equating to a 31.8% maximum rate, 

effective in 2018. The deduction does 

not apply to specified service 

businesses, except in the case of a 

taxpayer whose taxable income does 

not exceed $150,000 (for married 

individuals filing jointly; $75,000 for 

other individuals). The benefit of the 

deduction for service providers is 

phased out over a $50,000 range (for 

married individuals filing jointly; 

$25,000 for other individuals)income 

exceeds $150,000 (for married 

individuals filing jointly; $75,000 for 

other individuals). In the case of a 

taxpayer who has qualified business 

income from a partnership or S 

corporation, the amount of the 

deduction is limited to 50 percent of 

the W-2 wages of the taxpayer. W-2 

wages of a person is the sum of wages 

subject to wage withholding, elective 

deferrals, and deferred compensation 

paid by the person during the calendar 

year ending during the taxable year. 

Only those wages that are properly 

allocable to qualified business income 

are taken into account. Would restrict 

the use of partnership or S 

corporation net active business losses 

against dividend and interest income. 

Business Tax Credits Eliminates the work opportunity tax 

credit and the new market tax credit, 

and modifies certain other tax credits.  

Preserves the research and 

experimentation credit, the low-

income housing tax credit, and the 

deduction for advertising, and extends 

tax credits for nuclear power 

production, and the Section 48 credits 

for renewable energy. 

Preserves the research and 

experimentation credit and the low-

income housing tax credit. 
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Provision 

Tax Cuts and Jobs Act (passed by 

House Ways and Means Committee) 

Senate Bill (description released by 

Senate Finance Committee) 

Deduction of Business Interest Net business interest deduction 

retained for real property businesses, 

including REITs; otherwise limited to 

30% of “adjusted taxable income” 

(similar to EBITDA). Businesses with 

average annual gross receipts of $25 

million or less would be exempt from 

the interest limitation. This provision 

would be effective for tax years 

beginning after 2017. 

Net business interest deduction 

limited to 30% of adjusted taxable 

income (more restrictive than House 

definition). Exception applies to 

REITs and other real estate trades or 

businesses that do not elect shorter 

cost recovery periods. Businesses 

with average annual gross receipts of 

$25 million or less would be exempt 

from the interest limitation. This 

provision would be effective for tax 

years beginning after 2017. 

Business Expensing Taxpayers would be able to fully and 

immediately deduct 100 percent of the 

cost of qualified property acquired 

and placed in service after September 

27, 2017 and before January 1, 2023. 

The requirement that the original use 

of the property begin with the 

taxpayer would be repealed. Instead, 

the property would be eligible for the 

additional depreciation if it is the 

taxpayer’s first use. Current law 

would continue to apply to structures. 

The Senate bill would temporarily 

allow full expensing of tangible 

personal property for five years and 

would allow taxpayers that do not use 

the real property trade or business 

exception to limits on the deduction of 

business interest to use a 25-year and 

10-year straight-line cost recovery 

period for structures and tenant 

improvements, respectively.  

Like Kind Exchanges Retained for “real property” but not 

personal property, such as equipment, 

livestock, etc.  

Retained for “real property” but not 

personal property, such as equipment, 

livestock, etc.  

Taxation of Carried Interests Imposes a 3 year holding period for 

partnership interests received in 

consideration for services to be 

eligible for long term capital gain 

treatment.  

No provision in summary. 
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Provision 

Tax Cuts and Jobs Act (passed by 

House Ways and Means Committee) 

Senate Bill (description released by 

Senate Finance Committee) 

International Tax Provisions Territorial system for foreign source 

active business income (i.e., non- 

Subpart F income), including 10% or 

greater US corporate shareholders of 

foreign affiliates with such income, 

with certain base erosion provisions. 

Deferred foreign earnings and profits 

(“E&P”) of controlled foreign 

corporations would be subject to tax 

on deemed repatriation at 14% rate 

for E&P comprising cash or cash 

equivalents and at 7% rate for 

remaining E&P comprising non-cash 

assets. A new 20% excise tax is 

generally imposed on deductible 

payments (other than interest) by US 

corporations to foreign affiliates. The 

foreign tax credit available to non-US 

persons on income from US 

businesses to be reduced to 80% 

foreign credit for taxes paid. Certain 

high returns foreign affiliates of US 

companies to become subject to 

immediate 10% tax.  

Territorial system with certain base 

erosion provisions. Deferred foreign 

income of controlled foreign 

corporations would be subject to tax 

on repatriation at 5% rate for E&P 

comprising cash or cash equivalents 

and 10% rate for remaining E&P. No 

provision for 20% tax on payments to 

foreign affiliates or 10% tax on high 

foreign returns as proposed in House 

bill.   

Estate, Gift, and Generation 

Skipping Tax 

Estate and gift tax exemption amount 

doubled in 2018, estate and 

generation skipping tax repealed 

completely for decedents dying after 

2023; basis step up at death stays in 

place.  

Estate and gift tax exemption amount 

doubled in 2018, estate tax retained. 

Deduction for Income Attributable 

to Domestic Production Activities 

Repeals deduction for income 

attributable to domestic production 

activities. 

Repeals deduction for income 

attributable to domestic production 

activities. 

Entertainment Expense Deductions Disallows deductions for 

entertainment, amusement or 

recreation activities under all 

circumstances. In addition, no 

deduction would be allowed for 

transportation fringe benefits, benefits 

in the form of on-premises gyms and 

other athletic facilities, or for 

personal amenities provided to an 

employee that are not directly related 

to the employer’s trade or business, 

except to the extent that the benefit is 

treated as taxable compensation to the 

employee. Would also disallow 

deductions for reimbursed 

entertainment expenses paid as part of 

a reimbursement arrangement 

involving a tax-indifferent party. 

Disallows deductions for 

entertainment, amusement or 

recreation activities under all 

circumstances. In addition, no 

deduction would be allowed for 

transportation fringe benefits, benefits 

in the form of on-premises gyms and 

other athletic facilities, or for 

personal amenities provided to an 

employee that are not directly related 

to the employer’s trade or business, 

except to the extent that the benefit is 

treated as taxable compensation to the 

employee. Would also disallow 

deductions for reimbursed 

entertainment expenses paid as part of 

a reimbursement arrangement 

involving a tax-indifferent party. 
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Provision 

Tax Cuts and Jobs Act (passed by 

House Ways and Means Committee) 

Senate Bill (description released by 

Senate Finance Committee) 

Nonqualified Deferred 

Compensation 

An employee would be taxed on 

compensation as soon as there is no 

substantial risk of forfeiture with 

regard to that compensation (i.e., 

receipt of the compensation is not 

subject to future performance of 

substantial services). A condition 

shall not be treated as constituting a 

substantial risk of forfeiture solely 

because it consists of a covenant not 

to compete or because the condition 

relates (nominally or otherwise) to a 

purpose of the compensation other 

than the future performance of 

services – regardless of whether such 

condition is intended to advance a 

purpose of the compensation or is 

solely intended to defer taxation of the 

compensation. The provision would 

be effective for amounts attributable 

to services performed after 2017. The 

current-law rules would continue to 

apply to existing non-qualified 

deferred compensation arrangements 

until the last tax year beginning 

before 2026, when such arrangements 

would become subject to the 

provision. 

An employee would be taxed on 

compensation as soon as there is no 

substantial risk of forfeiture with 

regard to that compensation, similar 

to the House proposal.  The Senate 

proposal provides an exception to the 

vesting/taxation rule for that portion 

of a plan consisting of a transfer of 

property described in section 83 

(other than non-statutory stock 

options), or a trust to which section 

402(b) applies, or relating to statutory 

options under section 422 or 423 

(stock purchase plans) for which there 

is no disqualifying disposition. 

Specifically, statutory options (ISOs) 

are not considered nonqualified 

deferred compensation for purposes 

of the Senate proposal (provided that 

there is no disqualifying 

disposition). The provision would be 

effective for amounts attributable to 

services performed after 2017. The 

current-law rules would continue to 

apply to existing non-qualified 

deferred compensation arrangements 

until the last tax year beginning 

before 2026. 

Interest on Student Loans; 

Discharge of Student Loan 

Indebtedness 

The “above the line” deduction for 

interest on education loans and the 

deduction for qualified tuition and 

related expenses would be repealed. 

The exclusion for interest on United 

States savings bonds used to pay 

qualified higher education expenses, 

the exclusion for qualified tuition 

reduction programs, and the exclusion 

for employer-provided education 

assistance programs would also be 

repealed. Any income resulting from 

the discharge of student debt on 

account of death or total disability of 

a student or former student obligated 

on a student loan would be excluded 

from taxable income. The provision 

would be effective for discharges of 

indebtedness received after 2017 and 

amounts received in taxable years 

beginning after 2017. 

No provision in summary. 
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Provision 

Tax Cuts and Jobs Act (passed by 

House Ways and Means Committee) 

Senate Bill (description released by 

Senate Finance Committee) 

College Endowments Imposes a 1.4% excise tax on the net 

investment income of private 

university and college endowments, 

applicable to schools with assets of 

more than $250,000 per student. 

No provision in summary. 

 


