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Summary of House Republican

Tax Reform Blueprint
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On June 24, 2016, Speaker of the House Paul Ryan (R-WI) and
House Ways and Means Committee Chairman Kevin Brady (R-

TX) released the House Republicans' tax reform “Blueprint.”
Republicans outlined three goals they believe the Blueprint

will achieve: (1) fuel job creation and deliver opportunity for all
Americans; (2) simplify the tax Code and make it more fair and less
burdensome; and (3) reform the Internal Revenue Service (IRS) so
that it is more focused on customer service.
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The Republican Blueprint “represents a dramatic reform of the
current income tax system.” Specifically, the proposal addresses
various issues, including: (1) individual taxation; (2) corporate
taxation; (3) international taxation; and (4) the need to reform

the IRS. Moreover, in releasing their Blueprint, House tax-writers
indicated that they are seeking “to simplify, flatten, and lower tax
rates... [and] deliver a 21° century tax code that is built for growth
and that puts America first.”
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If the Blueprint were to become law:
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e The top corporate rate would be lowered to 20%;

e The individual tax brackets would be narrowed and lowered to:
0/12% ($0-$9,275/$9,276-$37,650) for single filers and $0-
$18,550/$18,551-$75,300 for joint filers); 25% ($37,651-$190,150
for single filers and $75,301-$231,450 for joint filers); and 33%
($190,151 or more for single filers and $231,451 or more for joint
filers);

e The tax rates on investment income would also be narrowed and
lowered to : 0/6%, 12.5%, and 16.5%";

e The existing worldwide system of U.S. taxation would be replaced
with a territorial system of taxation that provides a 100%
exemption for dividends from foreign subsidiaries;

e There would be an 8.75% tax on accumulated offshore earnings;

e The IRS would be divided into 3 major units: (1) individual; (2)
businesses; and (3) tax court; and

e The IRS Commissioner would be replaced with an appointed
Administrator who is limited in scope.
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1 The income levels associated with individual tax rates would also apply to the

respective investment tax rates.
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Other notable business provisions include:

e The imposition of a Border Adjustable Tax (BAT), which would
essentially: (1) disallow deductions for imports when calculating
the cost of goods sold; and (2) exclude revenues earned from
exporting goods from taxable income;

e Businesses would be permitted to fully and immediately write off
the cost of investments in business assets (/.e., full expensing);

e Businesses would be allowed to deduct interest expense against
any interest income, but would not be allowed a deduction for net
interest expense;

e Most “special-interest” deductions and credits would be
eliminated, with the specific exception of the Research and
Development (R&D) Credit; and

e The last-in-first-out (LIFO) method of accounting is preserved
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The timing of tax reform is largely dependent on the success of

the House Blueprint. If the proposal moves forward largely as is,
the House is aiming to wrap up debate and successfully enact tax
reform by August. However, the likelihood that final action on tax
reform — if it happens — slipping until the end of the year appears
to be a more real possibility, as politics — especially as relate to the
BAT —seem to be slowing the process. In fact, while the House is
still proceeding publicly as though Congress will be able to enact tax
reform by August, Senate tax-writers have expressed skepticism on
that timing, suggesting that it could even slip to 2018. Notably, the
Administration did not cede this, but also would not rule it out.
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