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On January 20, 2017, Donald J. Trump was inaugurated as the 45th President of the United States.  

Although he lost the popular vote by some three million votes, he nonetheless came to Washington with 

a strong mandate to govern controlling the White House, the Senate and the House of Representatives.  

He had a long list of reforms he was going to enact in the first hundred days, including principally, the 

repeal of the Affordable Care Act (“Obamacare”) and enactment of the most sweeping changes in the 

Internal Revenue Code (“IRC”) for at least 30 years. 

The results have been mixed, at best.  No major legislation has been enacted and Obamacare is still the 

law of the land.  However, in early November (November 2 for the House of Representatives (“the House”) 

and November 9 for the Senate), Republican leaders released a framework for tax reform.   

On November 16, the House passed the “Tax Cuts and Jobs Act” which is intended to go into effect on 

January 1, 2018.  As part of a complex American legislative process there must first be a budget resolution 

and then approval by the House Ways and Means Committee and the Senate Finance Committee and 

finally the negotiation of a reconciliation Bill, or by enactment of piecemeal parts of the proposal.  

Although the House has passed its first version of the text, it differs considerably from the Senate version 

which will be voted on in the next ten days.  If the measure fails in the Senate, the entire issue of tax 

reform will be cast into doubt.   
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As part of the recent negotiations, Obamacare will be eliminated, which will increase funding for the tax 

cuts and which will make a major change which was promised by President Trump.  It is also likely to 

eliminate the benefits of the health care system for 13 million people over ten years. 

There are a number of differences between the House and Senate proposals. 

The House proposal would reduce the number of tax brackets for individuals to four; 12%, 25%, 35% and 

39.6%.  The Senate draft would retain the current seven bands, although the rates and income limits of 

each band are not yet defined. 

Under the House version, state and local tax (“SALT”) deductions disappear, and the property tax 

deduction is capped at $10,000.  The Senate proposal eliminates all personal SALT deductions.  Business 

SALT deductions remain in both versions.  

In order to offset some of the harsher impact of the loss of SALT (which mostly affects persons living in 

high state income tax states – many of which coincidentally voted for the Democratic candidate), the 

House draft increases the Child Tax Credit to $1,600 per child and create a “family flexibility credit” of 

$300 for non-child dependents.  The Senate version is more generous (by $500 per child), raises the age 

limit for qualifying children (by a year) and provides a $500 credit for non-children dependents. 

Under current law, itemized deductions are permitted for certain medical expenses.  The House would 

repeal this entirely, while the Senate would leave this intact. 

Significantly, both the House and Senate would double the $5,000,000 estate tax exemption (adjusted for 

inflation).  Under the House version, after 2024, estate tax would be repealed entirely and gift tax would 

be capped at 35%. 

Under the Republican framework for tax reform, there are a number of other issues of significance.  The 

corporate tax rate would be capped at 20%, pass-through entities would have their rate topped at 25%.  

This would include family owned businesses which conduct business as sole proprietorships, partnerships 

and “S” corporations.  The individual rate would be limited to 35% (please see the proposed maximum 

rate proposed by the Senate – 39.6%).  It would also appear that the Alternative Minimum Tax (“AMT”) is 

slated to disappear at both the personal and corporate level, which would be a major benefit to wealthy 

individuals with passive income.  However, such repeal would be at an enormous budgetary cost (perhaps 

as much as $413 billion over ten years). 

There is no discussion of taxation of hedge funds and private equity in the Republican framework. 

On the international side, there would be a two-part repatriation scheme for existing offshore earnings 

held by American companies with funds held abroad, in which there would be a 100% exemption for 

dividends received by the US parent of a foreign subsidiary (where the parent owns at least 10% of the 

equity of the foreign subsidiary. A transition to a territorial tax systems for international businesses has 

also been proposed by which new taxes could be paid over a number of years. 
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For families and family offices, the limitation of tax at the 25% rate on pass-through entities could result 

in a significant reduction in tax, although the Senate version is less generous.  Interestingly, the deduction 

does not apply to professional service providers, such as doctors, lawyers and accountants.  A number of 

other provisions related to carried interest and interest deductions. 

For foreign investors in the United States, one issue which may arise in the negotiations toward a tax bill 

relate to foreign investors to sell US partnership interests on a tax-free basis. 

Finally, the Bipartisan Budget Act (“BBA”) of 2015, goes into effect on January 1, 2018.  Under this 

measure, where a partnership is audited by the IRS, all adjustments will be calculated and paid out at the 

partnership level in the year of assessment.  Partners are not granted any information or participation 

rights in the audit.  There are some exceptions, and some remedies which may apply. 
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