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Business Provisions 
 
Corporate Tax Rate 
 
The corporate tax rate would change from a flat 21% rate to a top rate of 26.5%, effective for tax 
years beginning after December 31, 2021. The proposed tax rate would be:  
 18% for the first $400,000 of income,  
 21% on income between $400,001 up to $5 million,  
 26.5% on income in excess of $5 million.  

 
Corporations with income greater than $10,000,000 would not be eligible for the graduated 
rates. Personal service corporations would pay a flat 26.5% rate. For fiscal year corporations 
the rates would be phased in. 
 
Section 1202 Stock 
 
Under current law, noncorporate taxpayers could exclude up to $10 million of gain from 
disposition of certain C Corporation stock known as Qualified Small Business Stock. The new 
proposal would eliminate the 75% and 100% exclusion rates applicable to taxpayers with gross 
income of $400,000 or more. The baseline 50% gain exclusion remains available to all 
taxpayers. The proposal would apply to sales or exchanges on or after September 13, 2021, 
with exception of transactions subject to a written binding contract is in effect prior to September 
13, 2021. 
 
Excess Business Losses Limitation  
 
Internal Revenue Code Section 461(l) would be amended to permanently disallow business 
losses (net business deductions more than business income) for non-corporate 
taxpayers. However, the provision allows losses that are disallowed to be carried forward to the 
succeeding tax years. 
 
New Interest Deduction Limitations 
 
A new interest deduction limitation would apply to domestic corporations that are members of an 
international financial reporting group. The allowable amount would be 110% of the net interest 
expense. The limitation would only apply to domestic corporations which average excess 
interest expense over interest includable over a three-year period exceeds $12 million. 
 
The proposal would also amend IRC 163(j) for partnerships and S corporations. Under the 
current law, 163(j) limitations are applied at the partnership or S corporation level. Under the 
proposal, interest deductibility would be determined at the partner or shareholder level. 
 
The proposal would also change the carryover period of disallowed interest expense. Under 
current law the carryforward period is indefinite. Under the proposal the carry forward period is 5 
years.  
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Limitations on Excessive Compensation 
 
The act moves up the date for the limiting the deduction of publicly traded corporations on 
payments to certain officers more than $1 million. The original law which was set to start with 
tax years beginning after 12/31/2026, increases the number of offices subject to the deduction 
limitation from 5 to 10. The proposal also would change the law to kick in beginning after 
12/31/21, and expands the types of compensation subject to the deduction limitations to include 
performance-based compensation, and post termination compensation.  
 
Research and Development Expenses 
 
Under current law, starting in 2022 taxpayers are required to capitalize research and 
development expenses and amortize them over 5 years. The proposal pushes back the 
requirement to capitalize and amortize research expenses to tax years starting after 12/31/25, 
and allows for immediate deduction. 
 
S Corporation to Partnership Conversion 
 
The proposal would allow any S corporation that was an S Corporation on May 13, 1996 to 
reorganize as partnerships on a tax-free basis. 
 

International Tax Provisions 
 
Foreign Derived Intangible Income (FDII) and Global Intangible Low Tax Income (GILTI) 
 
Under the proposal, the FDII deduction would be 21.875% (formerly 37.5%) of foreign-derived 
intangible income plus 37.5% (Formerly 50%) of the GILTI which is included in gross income. 
When combined with then new corporate 26.5% rate the effective rate for FDII would be 20.7%, 
and 16.5625% for GILTI. The proposal would also require the GILTI to be applied on a country-
by-country basis. 
 
Foreign Tax Credit Limitations 
 
The proposal would apply the foreign tax credit limitations on a country-by-country basis for all 
classes of income for a U.S. shareholder. 
 
Base Erosion and Anti-Abuse Tax (BEAT) 
 
The proposal would make modifications to the BEAT. The BEAT percentage is amended to 
 10% for tax years beginning after 12/31/21 and before January 1, 2024,  
 12.5% for tax years after 1/1/23 and before 1/1/26 and 15% for tax years beginning after 

1/1/25 
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Individuals 
 
Top Individual Tax Rate 
 
Starting in 2022, the top individual tax rate will increase from 37% to 39.6% for taxpayers filing 
as:  
 married filing jointly with taxable income over $450,000, 
 married filing separately with taxable income over $225,000,  
 heads of household with taxable income over $425,000,  
 single taxpayers with taxable income over $400,000, and  
 estate and trusts with taxable income over $12,500. 

 
Surcharge High Income Individuals, Estates, and Trusts 
 
Beginning in 2022, high income taxpayers and estates and trusts would pay a 3% surcharge on 
modified adjusted gross income in excess of $5,000,000 ($2,500,000 married filing separately), 
or $100,000 in the case of an estate or trust (excluding charitable trusts) 
 
Increase in Long Term Capital Gain Rate for High Income Individuals 
 
The proposal would increase the tax rate on long term capital gains from 20% to 25%. The new 
rule would apply to any transactions occurring on or after 9/13/21, unless the transaction is 
pursuant to a binding contract occurring prior to 9/13/21. The increased capital gain rate would 
be aligned with the proposed 39.6% rate threshold. 
 
Section 199A Cap for High Income Taxpayers 
 
Starting with the 2022 tax year, there would be a limit on the deduction for qualified business 
income for high earners.  The maximum allowable deduction would be $400,000 for single filers, 
$250,000 for a married individual filing a separate return, and $500,000 for married individuals 
filing jointly. Estates and trusts would be limited to $10,000. 
 
Net investment income tax amendments for High Income Individuals 
 
The proposal would expand net investment income tax to include income derived in the ordinary 
course of a trade or business for taxpayers with greater than $400,000 in taxable income for 
single filers, , $500,000 married filing jointly, ($250,000 married filing separately). This new net 
investment income tax provision would also apply for trusts and estates. 
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Carried Interests 
 
The proposal extends the holding period for long term capital gain treatment attributable to a 
partnership interest acquired in connection with the performance of services from three years to 
five years, except for real property trades or businesses, and taxpayers with less than 
$400,000 of AGI.  The proposal retains the three-year holding period for taxpayer with AGI of 
less than $400,000, and for any income from real property trades or businesses 
 
Modifications of Treatment of Certain Losses 
 
Under the new proposal, if any partnership interest becomes worthless during the taxable year 
the loss from the sale or exchange shall be treated as a sale or exchange of the interest in the 
partnership at the time of the identifiable event. 
 
Digital Assets Constructive Sales and Wash Sales 
 
The proposal would extend the constructive sale and wash sale rules to digital assets, such as 
cryptocurrency.  
 
Union Dues 
 
Individuals will be able to deduct up to $250 of union dues as an above the line deduction.  
 

Estates and Trusts 
 
Termination of Increase of Unified credit 
 
The proposal would cut in half the current inflation adjusted estate and gift tax exemption 
amount of $11.7 ($10 million unadjusted amount) million to $5 million. 
 
Grantor Trusts  
 
Under current law transactions between a grantor trust and a grantor are treated as disregarded 
for Federal income tax purposes. The proposal would essentially eliminate grantor trusts as a 
planning mechanism for estate tax purposes.  
 
Under the proposal,  
 Sales transactions between a grantor trust and grantor would be treated as a sale to a 

third party, and will no longer be disregarded for income tax purposes.  
 The assets held in a grantor trust must be included in the decedent’s estate if the 

decedent is deemed to be the owner of the trust.  
 Valuation discounts will be eliminated on the transfer of non-business assets to family-

owned entities.  
These proposals are applicable to any trust created on or after the enactment of the law. 
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Retirement Plans 
 
Contributions to IRAs - High Income Taxpayers Would be Prohibited from Making Further 
Contributions to a Roth or Traditional IRA 
 
The proposal would prohibit further contributions to a Roth or traditional IRA, and other defined 
contribution retirement accounts if the combined value of all accounts exceeds $10 million as of 
the end of the prior tax year. The limit on contributions would only apply to single taxpayers or 
married filings separately with taxable income over $400,000, married taxpayers filing jointly 
with taxable income over $450,000, and heads of household with taxable income over 
$425,000. 
 
In addition, for high-income taxpayers defined above, whose combined traditional IRA, Roth 
IRA, and defined contribution retirement account balances exceed $10 million at the end of a 
tax year, a minimum distribution would be required for the following year. The required minimum 
distribution would be equal to 50% of the amount by which the individual's prior-year aggregate 
combined retirement account balance exceeds the $10 million at the end of the prior taxable 
year. To the extent that the combined retirement balances exceed $20 million, that excess 
would be required to be distributed. 
 
Roth conversions would be eliminated, effectively putting an end to back door Roth- conversion 
strategies for high income individuals. The elimination would be for both IRAs and employer-
sponsored plan. These rules would apply for single taxpayers and married filing separate with 
taxable income over $400,000, married filing jointly with taxable income over $450,000, and 
heads of households with taxable income over $425,000. 
 
Miscellaneous Provisions 
 
Work Opportunity Credit 
 
The work opportunity tax credit would increase to 50% for the first $10,000 in wages through 
December 31, 2023, for all Work Opportunity targeted groups, except for summer youth 
employees. 
 
Paid Family Leave and medical Leave 
The proposal would shorten the period for which a credit is allowed for wages paid to 
employees during family and medical leave. The current expiration period of 2025 would be 
changed to leave beginning after 2023 
 
Limitation of Deduction for Qualified Conservation Contributions Made by Pass-through 
Entities 
Pass-through entities would be denied a deduction as a conservation contribution, if the amount 
exceeds 2.5 times the sum of each partner’s relevant basis in the partnership that relates to the 
donated property. There is an exception for contributions outside the three-year holding period, 
and for contributions by family partnerships. The effective date of this proposal would be 
retroactive back to contributions made after 12/23/2016. 
 


