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The Trump Administration and Tax Reform
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Since President Donald Trump was on the campaign trail, there have been varying
reports regarding his overall tax plan. From the beginning, there has been a lack of detail,
which has led to uncertainty in tax planning for individuals and businesses alike.

To add to the confusion, Representative Paul Ryan (R-WI), the speaker of the House of
Representatives, has pushed forward his own version of tax reform under his overall plan
titled “A Better Way.” While some provisions of the Trump plan are similar to the Ryan
plan, they are by no means the same.

In early February, President Trump indicated that a major tax announcement will be
made within the coming few weeks. What this will look like is anyone’s guess, but it's
likely to have many of the same provisions that President Trump has previously provided.

A large focus of his plans has been a decrease in tax rates, resulting in a top income
tax rate of 33 percent for individuals and 20 percent for businesses, and an overall
simplification of the tax code. President Trump also indicated that major tax reform will
be achieved through the budget reconciliation process.

WHAT IS BUDGET RECONCILIATION?

Budget Reconciliation is a Senate legislative process created by the Congressional
Budget Act of 1974. The process provides a faster method of instituting legislation
concerning taxes, spending and debt limits. Legislation passed through the reconciliation
process is not subject to filibuster in the Senate — meaning that the legislation can pass
the Senate with a simple majority vote, rather than 60 votes that would be necessary to
avoid a defeat through a filibuster. Legislation passed through this process is subject to a
10-year limitation.

WHY WILL THE TRUMP ADMINISTRATION USE BUDGET RECONCILIATION?

The simple answer here is that it provides an easier way of enacting tax reform legislation
without having to compromise with the Democrats on specific tax provisions. The
Republican Party currently holds a majority in both the House and the Senate. To pass
the House, tax reform legislation will simply need a majority vote.
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However, in the Senate the Republican Party only controls 52 seats. This means, to avoid
a filibuster, President Trump would need to get the support of eight Democrats and/or
Independents. This is not likely to happen without significant compromise.

WHAT IS THE DOWNSIDE OF BUDGET RECONCILIATION?

Again, any legislation passed through this process will be limited to a 10-year period.
That means this type of tax reform is simply a patch, and 10 years down the road we'll
be dealing with a new tax overhaul with a new administration and new agenda. This will
continue to create uncertainty in planning for both individuals and businesses.

HOW CAN INDIVIDUALS AND BUSINESSES PLAN FOR TAX REFORM?

Right now, the best strategy is to wait and see what happens, and continue to utilize
the same planning techniques that have been available in the past. While some form of
change is likely to occur, this change will probably not affect the 2017 tax year. Many
believe tax reform legislation may pass in the fall of 2017, which will give us plenty of
time for tax planning before the year ends. As new details continue to come out, we'll
continue to keep our clients informed.
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Amy L. Dalen, JD is a Principal at HBK CPAs & Consultants and provides
support services for the CPAs in all HBK offices.

She is a member of the HBK Tax Advisory Group, specializing in estate, gift,
trust, and individual taxation. As a member of the HBK Tax Department, Ms.
Dalen researches complicated tax issues, provides compliance reviews for tax
returns and trust accountings, and analyzes and plans for the estates of high net
worth individuals. She works closely with the other professionals of HBK, their
clients, and the attorneys and other professionals that make up the client’s team of advisors.

Prior to joining HBK, she worked for a Top 100 accounting firm in Maine preparing and reviewing
complicated tax returns, providing tax planning for high net worth individuals and their businesses, and
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