
 

 

U.S. Tax Reform Highlights: Corporate and Business Tax 

December 16, 2017 

The Tax Cuts and Jobs Act (“the Bill”) released Friday, December 15, 2017, would, if 
adopted, significantly change the current rules relating to U.S. corporate and other 
business taxpayers. The Bill significantly lowers the corporate tax rate, but also expands 
the tax base by limiting or all-together eliminating certain business deductions.  
 
The new rules are generally expected to have a significant impact on the manner in 
which U.S. companies conduct their operations and may impact certain industries much 
more than others. The discussion below summarizes some of the new rules. It should 
generally be noted that many of the new rules are highly technical and that their impact 
on a particular taxpayer would need to be assessed on a case-by-case basis. 
 
Key provisions include:  
 

Reduction of Corporate Tax Rate 

The bill significantly reduces the corporate income tax rate to 21% and eliminates the 
graduated corporate rate structure for taxable years beginning after December 31, 2017.  
The bill reduces the 70 percent dividends received deduction to 50 percent and the 80 
percent dividends received deduction to 65 percent so that such dividends would be 
taxed at a maximum rate of 10 percent and 7 percent, respectively. 

Elimination of Corporate Alternative Minimum Tax 

The bill eliminates the alternative minimum tax for corporations starting in 2018. 

Temporary Immediate Expensing (Bonus Depreciation) 

The bill extends and increases, in general, the first-year bonus depreciation deduction to 
100 percent (from 50 percent) through 2026 (2027 for longer production period 
property) for qualified property (in general, property to which modified accelerated cost 
recovery system (MACRS) applies with an applicable recovery period of 20 years or less) 
placed in service after September 27, 2017 and before January 1, 2023 (January 1, 2024 
for longer production property).  The additional first year bonus depreciation applies, in 
general, both to new and used qualified property.  In general, the 100 percent allowance 
is phased down by 20 percent per calendar year for property placed in service in taxable 
years beginning after 2022 (after 2023 for longer production property).  The bill retains 
the present-law phase-down of bonus depreciation for qualified property acquired 
before September 28, 2017 and placed in service after September 27, 2017.  The bill, in 
general, excludes from bonus depreciation qualified property that is used in a trade or 
business that is not subject to the interest expense limitation (described below). 
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Limitation and Modification of Interest Expense Deduction 

The bill limits the amount of “business interest” a taxpayer may deduct, in general,  to 
the sum of the taxpayer’s (i) business interest income, (ii) 30 percent of the taxpayers 
adjusted taxable income, and (iii) floor plan financing, for taxable years beginning after 
December 31, 2017.  The amount of any business interest not allowed as a deduction for 
any taxable year may be, in general, carried forward indefinitely.  The bill provides, in 
general, that at the taxpayer’s election, certain types of real property business will not be 
subject to the interest expense limitation. 

Limitation and Modification of Net Operating Loss Deduction 

The bill, in general, (i) limits the net operating loss deduction (NOL) to 80 percent of 
taxable income (determined without regard to the deduction), (ii) eliminates the NOL 
carryback, and (iii) allows indefinite carryover of NOLs, generally arising in taxable 
years beginning after December 31, 2017. 

Elimination of Deduction for Income Attributable to Domestic Production 
Activities 

The bill eliminates the deduction allowed for domestic production activities.  

Limitation of Non-Recognition Like-Kind Exchanges 

The bill, in general, eliminates the non-recognition treatment of like-kind exchange 
transactions except for the case of like-kind exchanges of real property that is not held 
primarily for sale.  This provision generally is effective for exchanges completed after 
December 31, 2017. 

Elimination of Entertainment Expense Deduction 

The bill, in general, eliminates the deduction for entertainment, amusement, or 
recreation activities under all circumstances, for amounts paid or incurred after 
December 31, 2017. 

Elimination of Deduction for Certain Fines and Penalties 

The bill, in general, eliminates the deduction for amounts paid in relation to the 
violation of a law or investigation into the potential violation of a law, if a government 
(or similar entity) is a complainant or investigator with respect to the violation or 
potential violation.  This provision is effective for amounts paid or incurred after the 
date of enactment (except that it would not apply to amounts paid or incurred under any 
binding order or agreement entered into before such date). 

Elimination of Deduction for Settlements Subject to a Nondisclosure Agreement 
Paid in Connection with Sexual Harassment or Sexual Abuse 
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The bill, in general, eliminates the deduction for any settlement, payout, or attorney fees 
related to sexual harassment or sexual abuse if the payments are subject to a 
nondisclosure agreement. This provision is effective for amounts paid or incurred after 
the date of enactment. 

Renewable Energy Credits 

The bill retains, in general, several provisions regarding energy credits which the House 
bill proposed to change. These include the section 45 credit for electricity produced from 
certain renewable resources, the section 48 energy investment tax credit, the section 
25D residential energy efficient property credit, the section 43 enhanced oil recovery 
credit, the section 45I credit for producing oil and gas from marginal wells, and the 
section 45J credit for production from advanced nuclear power facilities. 

Depreciation Deductions for Nonresidential Real Property and Residential 
Rental Property 

The bill does not include a provision that would shorten the recovery period for 
nonresidential real property and certain residential real property to 25 years, as 
contained in the Senate bill. 

* * * * * 

About Curtis 

Curtis, Mallet-Prevost, Colt & Mosle LLP is a leading international law firm.  Headquartered 
in New York, Curtis has 17 offices in the United States, Latin America, Europe, the Middle 
East and Asia.  Curtis represents a wide range of clients, including multinational 
corporations and financial institutions, governments and state-owned companies, money 
managers, sovereign wealth funds, family-owned businesses, individuals and entrepreneurs.   

For more information about Curtis, please visit www.curtis.com. 

Attorney advertising - the material contained in this news alert is only a general review of the subjects covered 
and does not constitute legal advice. No legal or business decision should be based on its contents. 

Please feel free to contact any of the persons listed below if you have any 
questions on this important development: 

http://www.curtis.com/
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