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These materials summarize important developments in the substantive federal income, estate and gift tax
laws affecting individual taxpayers and small businesses using the timeframe of August, 2017, through 
August, 2018. The materials are organized roughly in order of significance. These materials generally do 
not discuss developments in the areas of deferred compensation or the taxation of business entities (except
to a very limited extent).

 
 

I.                    THE “TAX CUTS AND JOBS ACT” OF
2017 AND POST-ENACTMENT GUIDANCE

 
A.                 INTRODUCTION AND THE PATH TO ENACTMENT

 
Signed by President Trump on December 22, 2017, Public Law 115-97, formally titled “An Act to provide
for reconciliation pursuant to titles II and V of the concurrent resolution on the budget for fiscal year 2018”
but commonly known as the “Tax Cuts and Jobs Act,” represents the most dramatic change to the Internal
Revenue Code since passage of the Tax Reform Act of 1986.

 
Whereas the Tax Reform Act of 1986 was the product of years of bipartisan negotiation, the Tax Cuts and
Jobs Act was the product of a deeply partisan and largely closed-door process. Early in 2017, Senate
leadership indicated it would not seek to produce “permanent” legislation with bipartisan support. To
prevent a Democratic filibuster, Senate procedural rules generally required that tax legislation be
revenue-neutral over a ten-year timeframe. That led observers to believe any tax reform would “sunset”
after ten years, as was the case with the Economic Growth and Tax Relief Reconciliation Act of 2001. But
achieving long-standing tax reform goals proved to be a costly endeavor, even with the potential of a
sunset. When it became clear that the hoped-for package of tax cuts would generate a considerable deficit
over the next ten years, leadership in both houses scrambled to get the votes required to pass budget  
resolutions

 

 

 

 

 

 

 

 

 



that permit a cumulative ten-year deficit not exceeding $1.5 trillion. Passage of those resolutions
late in October, 2017, soon led to the introduction of legislation.

 
The House Ways and Means Committee publicly unveiled its bill (H.R. 1, The Tax Cuts and Jobs Act) on
November 2, 2017. Prior to that date, there were only three documents offering any suggestion of what
the bill would contain. The first was the Republican blueprint for tax reform, published on June 24, 2016,
with the title “A Better Way: Our Vision for a Confident America.” Though not quite a “contract with
America,” the 35-page blueprint outlined how Republicans would seek to reform the Internal Revenue Code
in the names of fairness and simplicity. It proposed three income tax brackets for individuals (12 percent,
25 percent, and 33 percent), complete repeal of the alternative minimum tax, “postcard filing,” elimination
of all itemized deductions except for mortgage interest and charitable contributions, and repeal of the estate
and generation-skipping transfer taxes.

 
The second document was a one-page bullet-point memorandum from the White House issued on April 26,
2017. Given its “length” it is not surprising that the memo was short on detail. It generally agreed with the
Republican blueprint but also spoke of a “15% business tax rate,” a “one-time tax on trillions of dollars
held overseas,” and the need to “eliminate targeted tax breaks that mainly benefit the wealthiest taxpayers.”

 
The third document was the Unified Framework for Fixing Our Broken Tax Code, a nine-page
memorandum issued on September 27, 2017, by a conglomerate of White House and Congressional
leaders. It contained details on three fundamental themes of tax reform (tax relief and simplification for
families, competitiveness and growth for job creators, and global competitiveness), but little in the way
of specifics as to how those details would be implemented. Like the blueprint and the White House
memo, the Framework called for a substantially larger standard deduction, a reduction in the number of
tax brackets (with a top rate of either 35 percent or 39.6 percent), a larger child tax credit, and the
elimination of all itemized deductions except for mortgage interest and charitable contributions. But other
themes were explained much more cryptically. Consider this language from the Framework under the
heading of “Other Provisions Affecting Individuals,” reproduced in its entirety:

 
Numerous other exemptions, deductions and credits for individuals riddle the tax code.
The framework envisions the repeal of many of these provisions to make the system
simpler and fairer for all families and individuals, and allow for lower tax rates.

 

With only this much background to go on, tax professionals were anxious to see how the House bill exactly
implemented these ideas. As it turned out, the House bill was consistent with the broad themes of the
Republican blueprint, the White House memo, and the Unified Framework, but it also contained a number
of surprises, especially regarding itemized deductions and the treatment of certain exclusions. A
“chairman’s mark” from the Senate Finance Committee indicated that while Senate leadership was largely
on board with the House



bill, it would take a much different approach on key issues. The House bill passed on November 16, 2017,
by a vote of 227 - 205, shifting the spotlight to the Senate.

 
The Senate bill retained the general themes of the House bill with one important exception: it also
included repeal of the individual mandate imposed by the Patient Protection and Affordable Care Act.
House leadership questioned whether linking tax reform with continued efforts to strip away
“Obamacare” would delay a vote or, even worse, jeopardize the entire endeavor. But the Senate passed
by its bill on December 2, 2017, with a 51-49 vote, despite vehement objection from Democrats that the
final version of the bill was made available only hours before the vote.

 
As expected, the House and Senate bills were different, so a Conference Committee bill was required.
Generally speaking the House bill was more ambitious in its scope, but the very narrow majority
margin in the Senate essentially ensured that the resulting Conference Committee bill would hew more
closely to the Senate version.

 
The 503-page Conference Committee bill was accompanied by a 560-page Joint Explanatory Statement of
the Committee of Conference, herein cited as the “Conference Report.” The final legislation, passed on
December 20, 2017, contained just a few small differences from the Conference Committee bill. Preliminary
estimates from the Joint Committee on Taxation indicate that the ten-year cumulative deficit incurred to
implement the Act’s changes will be approximately $1.5 trillion, just within the margin approved by
Congress in its budget packages.

 

B.                  INDIVIDUAL INCOME TAX REFORM
 

1.                  Individual Ordinary Income Tax Brackets
 
Originally, Republican leadership sought to reduce both the number of individual income tax brackets and
the tax rates. Under prior law, seven tax brackets ranging from 10% to 39.6% applied to an individual
taxpayer’s ordinary income. The Blueprint for Tax Reform pushed for three brackets of 12%, 25%, and
33%. But by the time of the Unified Framework, that position changed to brackets of 12%, 25%, and
35%, with the possible retention of the 39.6% bracket.

 
Ultimately, the Act preserved the seven-bracket regime, though it reduced the rates in the top six brackets
and widened the sizes of the top four brackets. The Joint Committee on Taxation estimates the ten-year
cost of reducing the individual income tax brackets to be $1.21 trillion. Estimated Budget Effects of the
Conference Agreement for H.R. 1, The “Tax Cuts and Jobs Act” (December 17, 2017) (hereafter,
“Estimated Budget”) at 1. The Act also cut the number of tax brackets applicable to trusts and estates
from five to four, but it retained the super-thin lower brackets. The following chart offers a visual
comparison of pre- and post-Act tax brackets for 2018:



Federal Income Tax Brackets forIndividuals, Estates, and Trusts –ORDINARY INCOME
PRE-TAX CUTS AND JOBS ACT* POST-TAX CUTS AND JOBS ACT 

(THROUGH 2025)
2018 Taxable Income Exceeding  2018 Taxable Income Exceeding  

Single Married Trusts
and
Estates

Rate Single Married Trusts
and
Estates

Rate

$0 $0  10% $0 $0 $0 10%
$9,525 $19,050 $0 15% $9,525 $19,050  12%

$38,700 $77,400 $2,600 25% $38,700 $77,400  22%
$93,700 $156,150 $6,100 28% $82,500 $165,000 $2,550 24%
$195,450 $237,950 $9,300 33% $157,500 $315,000  32%
$424,950 $424,950  35% $200,000 $400,000 $9,150 35%
$426,700 $480,050 $12,700 39.6% $500,000 $600,000 $12,500 37%

*  From Revenue Procedure 2017-58, issued October 19, 2017.

 

2.                  Individual Adjusted Net Capital
Gain and Dividend Income Tax Brackets
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