
Where Do We Stand On Tax Reform? 
 
There has been a lot of activity on tax reform in the past few weeks. Johnson Price Sprinkle PA, an accounting firm with 
offices in Asheville, Boone and Marion, NC, identifies components which we believe are the most common and significant 
provisions. 
 
On November 2, the House of Representatives, where all Federal tax legislation originates, released the Tax Cuts and Jobs 
Act (H.R. 1). Soon after, the customary markup process started. The House voted and passed the bill on November 17. 
 
Once the House bill was released, the Senate was able to review and begin deliberating on it. On November 9, the Senate 
released its revisions to the House bill, after which it started its own markup process. The Senate Finance Committee 
completed markups on November 16, which was followed by a few “manager’s amendments” by Chairman Orrin Hatch (R-
UT). The Senate intends to vote on their revised version after Thanksgiving. 
 
If the Senate passes the bill with their amendments, it would then go to the House of Representatives. Traditionally, the 
House would adopt a motion to disagree with the Senate amendments. A Conference Committee would then be appointed 
to work through the differences between the two versions of the bill. The Committee's compromised version would then be 
voted on. If adopted, the revised bill would be sent to the White House. Needless to say, each of these steps is significant, 
and there’s still a lot of ground to cover before a bill can make it to the President. 
 
Below we have identified the provisions that we believe are most common and significant, and we have then addressed the 
law as it is currently written, as it is proposed by the House and as proposed by the Senate. The provisions addressed here 
would be effective in 2018, unless otherwise stated. There are many additional provisions and details that are beyond the 
scope of this article.  
 
  



Individual Taxes Current law House proposal Senate proposal 

Rates and brackets 7 brackets, with rates ranging 
from 10% to 39.6% 

4 brackets, with rates ranging 
from 12% to 39.6% 

7 brackets, with rates ranging 
from 10% to 38.5% 

Standard deduction, 
depending on filing status 

Ranging from $6,500 to $13,000 Ranging from $12,200 to $24,400 Ranging from $12,000 to $24,000 

Personal exemptions (for 
each household member) 

$4,150 $0 $0 

Itemized deductions • Medical 

• State/local income taxes 

• Real and personal property 
taxes 

• Mortgage interest 

• Charitable contributions 

• Unreimbursed employee 
expenses 

• Several more allowed 
Specific items subject to 
limitations, overall limitation 
based on income 

• Medical – repealed  

• State/local income taxes – 
repealed 

• Cap real property taxes at 
$10,000 

• Mortgage interest – further 
limitations 

• Charitable contributions – little  
change 

• Eliminate most other 
deductions 

Repeal overall limitation 

• Medical – no change 

• State/local income taxes – no 
change 

• Real and personal property 
taxes – no change 

• Eliminate deduction for home 
equity indebtedness 

• Charitable contributions – no 
change 

• Eliminate most other 
deductions 

Repeal overall limitation 

Child tax credit (per child; 
phase-out amounts are 
for married filing jointly) 

$1,000, phases out starting at 
$110,000 

$1,600, phases out starting at 
$230,000, potential for new $300 
tax credit per non-child 
dependent 

$2,000, phases out starting at 
$500,000, potential for new $500 
tax credit per non-child 
dependent 

Individual healthcare 
coverage mandate 
penalty 

$695 per adult or 2.5% of 
household income, whichever is 
higher 

No change $0 starting 2019 

Alternative minimum tax 
(AMT) 

Paid by about 5 million 
taxpayers, averaging $7,200 each 

Repeal Repeal 

Estate tax Exemption of $5.6 million in 
assets 

Exemption of more than $10 
million in assets, repealed after 6 
years 

Exemption of more than $10 
million in assets 
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Business Taxes Current law House Senate 

Corporate rates Graduated rates up to 35%; flat 
rate of 35% for personal service 
corporations 

20% effective 2018; 25% for 
personal service corporations 

20% effective 2019, including 
personal service corporations 

Pass-through entity tax 
rates 

Subject to ordinary income tax 
rates 

• Max rate of 25% 

• Passive income (including 
rental real estate) fully eligible 

• Generally only 30% of “active” 
business income eligible; rest 
subject to ordinary income tax 
rates 

• Income from most service 
businesses not eligible 

• Max rate of 25% 

• Only about 83% of income 
eligible; rest subject to 
ordinary income tax rates 

• Income from most service 
businesses not eligible except 
for that earned by higher 
income taxpayers 

Expensing capital assets 
under Section 179 

Deduction of up to $510,000, 
phases out when investment 
exceeds $2.03 million 
 
 

Deduction of up to $5 million, 
phases out when investment 
exceeds $20 million 
 

Deduction of up to $1 million, 
phased out when investment 
exceeds $5 million 
 

Bonus depreciation 50% bonus depreciation on 
qualifying new (unused) assets, 
phased out by 2019 

100% bonus depreciation for 5 
years, used assets qualify 

100% bonus depreciation for 5 
years on qualifying new (unused) 
assets 

Domestic production 
activities deduction 

9% of “qualified production 
activities income”, subject to 
limitations 

Repeal effective 2018 Repeal effective 2019 

Eligibility for cash basis of 
accounting 

Generally only available for 
business with less than $5 million 
in revenues, other limitations 
apply 

Businesses with up to $25 million 
in revenues, other limitations 
apply 

Businesses with up to $55 million 
in revenues, other limitations 
apply 

Requirement to capitalize 
additional costs into 
inventory under Sec 263A 

Businesses with under $10 
million in revenues exempt 

Businesses with under $25 
million in revenues exempt 

Businesses with under $15 
million in revenues exempt 
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Questions regarding your tax or business financial plan? 
Contact JPS. 

www.jpspa.com 

Asheville                Boone                       Marion 
 828-254-2374       828-262-0997           828-652-7044 
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http://www.jpspa.com/



