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Tax Cuts and Jobs Act of 2017 Introduced in U.S. House

On November 2, 2017, the Tax Cuts and Jobs Act of 2017 (“Act”) was introduced 
by the U.S. House Ways and Means Committee Chairman Kevin Brady (R-TX).  The 
proposed legislation would be the first dramatic change to the federal tax code in 
more than thirty one years.  According to ZHF Consulting President and Former 
U.S. Congressman, Steve Austria, “Congress has now taken the first official step to 
reform our nation’s complicated and outdated tax code. The House plans to begin 
Committee hearings next week and has an ambitious plan to pass a final tax reform 
bill by the end of this month. This bill will simplify and lower individual tax rates 
from seven tax brackets to four for individual taxpayers.  The bill also increases 
the standard deduction while eliminating many of the current itemized deductions.  
The bill eliminates the alternative minimum tax.  Congress and the President have 
focused on jumpstarting the economy through the reduction of corporate and small 
business taxes.”  Zaino Hall & Farrin LLC and ZHF Consulting LLC are currently 
evaluating the legislation and will continue to provide updates over the upcoming 
weeks.  
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A summary of some of the key federal tax changes in the Act are discussed below.  
Unless noted below, the federal tax changes will be effective for tax years beginning 
after 2017.

Business Tax:

• Corporate Tax Rate Reduction:  The corporate tax rate would be reduced 
to a flat 20% rate.  However, personal service corporations (i.e., corporations 
in the health, law, engineering, architecture, accounting or consulting fields) 
would be subject to a flat 25% corporate tax rate.     

• Pass-Through Entity Rate Reduction: A special “business income” tax rate of 
25% for certain pass-through entity earnings would be created.  There would 
be special rules and safeguards to distinguish between amounts that would 
be considered “wages” taxed at an individual’s tax rate (up to 39.6%) and 
“business income” that would be taxed at the 25% rate. Additionally, pass-
through entities operating personal services businesses would not qualify for 
the special pass-through entity rate.      

• Increased IRC Section 179 Expensing:  The purchase of qualifying property 
purchased between September 27, 2017 and December 31, 2022 would 
be immediately expensed.  The definition of qualifying property would 
be expanded by repealing the original use requirement.  The section 179 
expensing limitation would be increased for tax years beginning January 
1, 2017 through December 31, 2022.  These provisions would not apply to 
certain regulated utilities or businesses in the real property trade.   

• Interest Expense Deduction Limited to 30% of Taxable Income:  The 
deduction for interest expense would be disallowed for any amount in excess 
of 30% of the business’s adjusted taxable income.  There will also be limits on 
foreign interest expense.   

• Net Operating Loss Limits:  The use of an NOL carryover or carryback would 
be limited to 90% of the taxpayer’s taxable income.  Additionally, the NOL 
carryback would be eliminated except in certain limited instances.   

• Like-Kind Exchange Repeal:  The like-kind exchange rules would be modified 
and limited to real property transactions.   

• Domestic Product Activities Deduction Repeal:  The domestic product 



activities deduction pursuant to IRC section 199 would be repealed.   

• Partnership Termination Repeal:  The technical termination of partnerships 
provision would be repealed.   

• Small Business Method of Accounting Election Changes:  Small businesses 
(with less than twenty five million dollars in average gross receipts) would 
have greater flexibility to use the cash method of accounting to prepare 
their tax returns and would be not be subject to any limitation on deducting 
interest expense.     

• Tax Credits:  The work opportunity tax credit, new markets credit, historic 
rehabilitation credit, and other business credits would be repealed.  The 
research and development tax credit and low income housing tax credit will 
not be eliminated.  

• Insurance Company Taxation:  The special rules for taxation of insurance 
companies would be modified.  For example, the methodology for calculating 
life insurance reserves and the modification of discounting rules for property 
and casualty insurers would be changed.   

• Modernization of the International Tax Regime:  The international tax 
system would be modernized and include a dividend exemption system that 
will exempt foreign dividends from foreign corporations received by a U.S. 
shareholder that owns more than 10% of the foreign corporation. Additionally, 
the Subpart F rules would be modified to tax foreign income under anti-base 
erosion provisions.   

• Excise Tax on Payments from Domestic Corporations to Foreign 
Corporations Created:  A new excise tax on certain payments made by a 
domestic corporation to an affiliated foreign corporation would be subject to 
a 20% excise tax.  The tax will apply to payments that are deductible to the 
domestic corporation (i.e., includible in the domestic corporation’s cost of 
goods sold or includible in the basis of a depreciable or amortizable asset).  
A corporation can make an election to treat the payments as effectively 
connected income to the United States and avoid the excise tax.   

• Repatriation of Foreign Earnings:  In 2018, the current foreign earnings of 
U.S. owned foreign subsidiaries would be subject to a one-time repatriation 
tax.  The repatriation tax rate for earnings and profits relating to cash and 



cash equivalents would be 12% and the tax rate for the remaining earnings 
and profits would be reduced to 5%.  Taxpayers can elect to pay this tax 
liability over eight years.      

Individual Income Tax:

• Individual Income Tax Rate Changes:  The individual tax rates and tax 
brackets would be updated as follows: 

12% 25% 35% 39.6%
Single $0 - $45,000 $45,001 - 

$200,000
$200,001 - 
$500,000

$500,001 +

Head of 
Household

$0 - $67,500 $67,501 - 
$200,000

$200,001 - 
$500,000

$500,001 +

Joint Filers $0 - $90,000 $90,001 - 
$260,000

$260,001 - 
$1,000,000

$1,000,001 +

 
There would be no changes to the existing investment income tax rates, the 
3.8%  net investment income tax or the .9% additional Medicare tax. 

• Increase in Standard Deduction:  The standard deduction would be 
increased significantly to $12,000 for individual filers, $18,000 for head of 
household filers, and $24,000 for joint filers.  The standard deductions would 
be adjusted for inflation.   

• Changes to Itemized Deductions:  Many of the itemized deductions would 
be eliminated.  The only remaining itemized deductions would be the 
mortgage interest deduction (limited to mortgages up to $500,000 in future 
years), state property tax deduction (limited to $10,000) and charitable 
contribution deduction.  Notably, increased limitations would be placed on 
these deductions such that many taxpayers that historically claimed itemized 
deductions would now claim the increased standard deduction.   

• Elimination of Personal Exemptions:  Personal exemptions would be 
eliminated.   

• Increase in the Child Tax Credit:  The child tax credit would be increased to 
$1,600 per child and the phase out for the child tax credit would be increased 
to $230,000 for joint filers or $115,000 for single filers.  A family flexibility 



credit of $300 would be permitted for the taxpayer (and joint filer) for the next 
six taxable years.       

• Alternative Minimum Tax Repeal:  The Alternative Minimum Tax would be 
repealed.  

• Estate Tax Exemption Increase and Repeal:  The estate tax exemption would 
be doubled from five million dollars to ten million dollars.  Additionally, the 
estate tax would be eliminated in six years.

Now that the language has been released, taxpayers have the opportunity to 
understand the overall impact of the proposed federal tax reform.  The ZHF 
Consulting LLC team continues to advocate on behalf of its clients in Washington 
D.C. to support positive and comprehensive tax reform on behalf of Ohio 
businesses.  If there are issues with the proposed language, taxpayers need to act 
immediately as hearings are scheduled to begin next week in the U.S. House Ways 
and Means Committee.
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