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With the inauguration of Donald J. Trump as the next President of the United States on 
January 20, 2017, more details of the new administration’s policies should start to emerge, 
including a clearer picture of expected tax changes. In addition to a reduction in tax rates 
promised in Trump’s election platform, both the Republican-controlled Congress and the 
expected Treasury Secretary, Steven Mnuchin, are emphasizing tax reform as a high 
priority. As a result, important tax legislation could be introduced this year, although the 
extent of any changes is still unclear, especially since there are a number of tax reform 
approaches currently circulating. 

While taking action based on any expected tax proposal may be premature at this point, 
taxpayers may want to initiate planning to address areas of tax reform consensus that 
seem most likely to be enacted. Taxpayers that want their voice heard should take this 
opportunity to meet with congressional tax writers, the staff of the Joint Committee on 
Taxation and Treasury tax officials.  

Background  
In June 2016, House Republicans released a plan for tax reform called “Tax Reform - A 
Better Way” that proposes to reduce the complexity of the U.S. tax laws and to move the 
U.S. tax system closer to a consumption-based tax. The Republicans have been 
collecting stakeholder feedback on this plan, sometimes referred to as a blueprint, 
which, if enacted as described, would represent the biggest tax overhaul in the United 
States since 1986.  

Although some tax proposals included in the House plan closely align with measures 
announced during President Trump’s campaign, others do not. Currently, it is expected 
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that the House will move a new tax bill that is largely based on the House plan, but 
which also may include measures based on President Trump’s tax proposals, especially 
in areas which the Republicans and President Trump are in consensus.  

In the United States legislature, passing new tax rules can take considerably longer than 
in Canada. Before it can be enacted, U.S. tax legislation must generally move through 
the House, the Senate, and Congress as a whole before it is presented to the president 
for signing. At many of these stages, the bill is subject to debates and further 
amendments. Because the changes considered in the House plan are extensive, it 
could be some time until any significant new tax reform is enacted. 

For details, see TaxNewsFlash-Canada 2016-56, “U.S. Election Results Spark Tax 
Reform Talk”.  

 
Likely U.S.  tax changes 

Reduced tax rates 

Reduced personal and corporate tax rates are the most likely element to be included in any 
upcoming tax reform.  This reduction may be accompanied by a broadening of the tax base 
and a redefinition of the types of income subject to business or personal rates.  

Elimination of tax benefits 

The U.S. Congress is expected to eliminate certain tax credits to pay for tax cuts and keep 
any tax bill revenue-neutral. However, at this time, it appears that the government will retain 
the research credit, Earned Income Credit (available to low income individual taxpayers) 
and the personal mortgage interest deduction.  

Elimination of the alternative minimum tax 

It is anticipated that the alternative minimum tax for both business and individual taxpayers 
may be eliminated as part of a series of reforms designed to simplify the calculation of tax. 
Most other of these measures would affect individuals rather than business.  

Mandatory deemed repatriation of foreign earnings.   

There is near universal support for changes to the repatriation of foreign earnings, which 
would generate additional revenue to fund the reduction in rates, or proposals to increase 
investment in infrastructure. 
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Other possible changes — House Republican Blueprint  

The House Republican Blueprint, the most detailed of several tax reform plans currently in 
the news, contemplates additional tax reform measures. Specifically, the Blueprint 
considers measures to: 

• Eliminate deductions for interest expense 

• Introduce immediate expensing of fixed assets 

• Introduce a border adjustment which would impose tax on imports and exempt 
exports. 

However, many of these measures face a tougher path to implementation, since they 
represent a fundamental change to the U.S. tax system and would require more work in 
mapping out detailed legislation that would make such changes feasible.  

KPMG observations   
There is massive complexity associated with some of these tax reform proposals. 
President Trump’s economic advisors have already stated that a border adjusted 
income tax system is too difficult to implement, and that they prefer an increased focus 
on custom duties. However, certain aspects of these complex proposals could be 
enacted this year, or in a second stage of tax reform. In any case, as with any change in 
tax policy, some industries and taxpayers will benefit, while others may not.  

 
Next steps 

In addition to meeting with U.S. government officials, businesses may be able to undertake 
some preliminary planning to address any likely tax changes. For example, Canadian 
businesses operating in the United States should anticipate how their tax position and 
financial statements might be affected by a possible rate reduction or the elimination of 
certain tax benefits. Businesses may want to review their tax accounting methods now to 
identify where it makes sense to defer certain income or accelerate certain deductions that 
could be eliminated or that could have a reduced benefit as a result of a lower tax rate. 
Businesses can make changes to some tax accounting methods through a formal request 
to the Internal Revenue Service, and can elect for other changes on filing their 2016 income 
tax return. 

Finally, businesses that benefit from significant interest deductions may want to review 
outstanding debt and consider whether refinancing, which may result in a longer transition 
period, is appropriate. At a minimum we recommend that businesses and individuals 
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consider any pro-active planning, especially where there is no downside under the status 
quo.  

We can help 

Your KPMG adviser can help you stay abreast of U.S. tax developments and keep you 
updated on any upcoming tax reform legislation that may affect your business or personal tax 
situations. For more details on potential U.S. tax reforms and their possible impact, contact your 
KPMG adviser.  
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