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Snapshot of Presidential Candidates’ Tax Policy Positions*

Income tax on fips

Current Law

Tips are fully taxable, like other forms
of earned income.

Harris Plan

Make tps completely
tax-exempt.

Trump Plan

Make tps completely
tax-exempt.

Possible Compromise with Divided Government

Thisis an issue both sides agree on, so it would
likely be included in some fashion in a bipartisan tax
bill.

Social Security tax
withholdings

6.2% ofwages up to $160,200 for
2023 and $168,600 for 2024 is
withheld for Social Security. This
means that a maximum of $9,932.40
was withheld from an individual's
wagesin 2023, and a maximum of
$10,453.20 will be withheld in 2024.
Sel-employed individuals essentially
pay twice this amount The annual
limit increases every year due to
inflation.

Increase the maximum wage
amount subjectto Social
Security withholding to
$400,000. This would make the
maximum Social Security
withholding amount per year
$24,800. The social security
component of self-employment
tax will increase to a maximum
of $49,600.

In the 2020 election campaign,
Trump promised to completely
eliminate FICA taxes, which
consists of Social Security and
Medicare. He has notproposed
any changesto FICA since
2020.

Thisis something that has been discussed for
many years, and nothing has ever changed aside
from the standard annualincrease due to inflation.
Either of these changes are highly unlikely to be
made.
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Income tax on Social If other income is greater than No changes have been Eliminate tax on Social Security | The $44,000 threshold has neverbeen adjusted
Security benefits $44,000; 85% ofthe Social Security announced. benefits entirely. for inflation since being setin 1993. There may be
benefits received are taxable. bipartisan supportto increase this amount to
relieve the tax burden oflower/fixed income
refirees.
Deductble car loan Interest on a loan for a personal No changes have been Allow interest deduction for Prior to 1986, interest on automobile loans along
interest automobile that is not used for announced. personal car loans as an with interest on other personal loans was available
business purposes is not deductible. incentive for people to buy cars, | as anitemized deduction. The Tax ReformAct of
which will simulate the 1986 limited personalinterest deduction to only
automobile industry. home mortgage interest as wellas home equity
loans. Thiswas done o eliminate the incentve for
taxpayers to incur reckless amounts of debt that
they could not pay back. Itis possible that
Congress could have similar objections to such
a proposal.
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Current Law

Harris Plan

Trump Plan

Possible Compromise with Divided Government

Tax-exemptovertime pay

For federalincome tax purposes,
overtime pay is reated exacty the
same as regular wages and is fully
includable in taxable income.

No changes have been
announced.

Make overtme pay tax-exempt

Thiswould be extremely complicated to implement
from an administrative standpoint, as well as from
an enforcement perspective. Thiswould be very
much prone to manipulation and abuse, resuliing in
shifing income to this income class. Additionally,
such a proposal would resultin a significant and
unpredictable decrease in tax revenue, hampering
its chances of approvalin Congress.

Income tax on American
cifizens living abroad

Currently American ciizens are taxed
on their worldwide income regardless
of where they live.

No changes have been
announced.

Eliminate “double taxation” for
Americans overseas.

The specifics of this proposal are unclear, as the
foreign tax creditis specifically designed to prevent
double taxation. Also, since no specifics have been
given on this proposal, itis also unclear how what
the tax revenue impactwould be, which would be

a major factor in Congress’s ability to approve such
a policy.

Long term capital gains
and qualified dividends

Most realized long-term capital gains
and qualified dividends are taxed at
graduated preferential rates based on
the taxpayer’s taxable income, ranging
from 0-20% .

Long-termcapital gains and
qualified dividends of taxpayers
with taxable income of more
than $1 milion would be taxed
at28%.

No changes have been
announced.

Harris’proposed increase in the capital gains tax is
modest when compared to Biden’s proposed
39.6% . There may be bipartisan supportfor a
limited increase in a divided government, in
exchange for a tax break elsewhere.

Netinvestmentincome tax
(NIIT)

Individuals with incomes over a
$200,000 single, $250,000 married
fling jointly, are subjectto a 3.8
percenttax on netinvestmentincome.

Increase the additonal Medicare
tax rate by 1.2 percentage

points (fo 5% ) for taxpayers with
more than $400,000 ofearnings

No changes have been
announced.

Republicans would likely have verylitle appetite for
anincrease in the NIIT rate, unless it was packaged
with some major Democratic concession. Thisis
unlikely to advance in a divided government.

Income tax based on net
worth

Federalincome taxes are entirely
based on realized income. An
individual's net worth has no impact on
their federalincome tax liability.

Impose a 25% minimum tax on
taxable income, which would
include unrealized gains (see
below), for all taxpayer’s with a
wealth greater than $100 million.

No changes have been
announced.

Such a tax is unprecedented in the United States
and would have very litle chance of passage in a
divided government
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Current Law

Harris Plan

Trump Plan

Possible Compromise with Divided Government

Unrealized gains

Capital gains/losses are recognized
upon the sale or disposal of an asset
The appreciation in the value ofan
assetthat is held over ime is known
as the “unrealized gain” and is not
taxable. Additonally, the basis in
assets that are inherited from a
decedentare stepped-up atthe ime
of death fo the fair market value.

For individuals with a net worth
greater than $100 million (see
above), unrealized gains will be
included in taxable income

taxed ata minimum rate of 25%.

For such high-net-worth
individuals, this would
essentally eliminate the ability
to have the tax basis in an asset
stepped-up at the ime of death.

No changes have been
announced.

Perhaps the middle ground would be to tax
unrealized capital gains only on assets with a
readily determined marketvalue, such as stocks
and bonds. A bipartisan compromise could also
possibly limit the amount that basis can be stepped
up at death for assets with a nonreadily
determinable fair market value.

U.S. corporate tax rate
(C-corporations)

Flat21% on taxable income.

Increase to flat 28% rate.

Decrease fo flat 15% rate.

Since this is a permanentprovision ofthe TCJA,
and both sides disagree, it will most likely be left
at21%.

Business startup cost
deduction

Up to $5,000 is deductble for a new
business'’s startup costs in the year of
inception. Any startup costs in excess
of $5,000 are amortized over 15 years.
If fotal startup costs exceed $50,000,
the $5,000 immediate deduction is
reduced dollar-for-dollar ofthe total
amount over $50,000 and is amortized
over 15 years.

Increase the immediate
deduction from $5,000 to
$50,000. They have not
elaborated on the currenttotal
$50,000 startup cost threshold
that reduces the immediate
deduction, but presumably that
will increase as well.

No changes have been
announced.

Thisis a relatively new proposal. There has not
been a substantal research as to how much this
could cost the federal governmentin tax revenue.
It is currently unknown whether Congress will be
receptive to this idea, though both partes like o
be seen as supportve to small business.

Like-kind exchange
(1031 Exchange)

Gain on the sale of real property can
be deferred if the proceeds are used
to purchase a “like-kind” property.
Currently there isno limit to the gain
amountthat can be deferred nor to the
amountof imes you can exchange
like-kind property to continue to defer
the gain.

Limit the amount of gain that is
able to be deferred to $500,000
per person. ($500,000 for single
taxpayers and $1 million for
taxpayers thatare married filing
jointly.)

No changes have been
announced.

This proposal wasincluded in the Biden
administration’s 2025 revenue proposals, buthas
not been discussed significantly. This could have
bipartisan support
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Current Law

Harris Plan

Trump Plan

Possible Compromise with Divided Government

International tax:

Globalintangible low-taxed
income (GILTI)

Foreign-derived intangible
income (FDII) deduction

Base erosion and
anti-abuse tax (BEAT)

GILTI-10.5% tax rate (13.125%
beginning in 2026) on foreign sourced
income controlled by U.S. cifizens or
U.S. corporations

FDII-Results in eflective tax rate of
13.125% (16.406% beginning in 2026)
on sales to foreign customers for
taxpayers with U.S. Intellectual

property

BEAT -10% tax rate (12.5%
beginning in 2026) on base erosion
payments made by U.S. corporations
to foreign related parties

Increase GILTltax 1o 21%
(same as domestic C-corp rate).

Repeal FDII deduction. Make
this type of income subject to
the same tax rate as all other
corporate income.

Replace BEAT with “undertaxed
profits rule,” which will
essentially disallow deductions
for BEAT payments fo avoid
profit shifing to foreign entiies

No changes have been
announced.

These provisions were partofthe TCJA, but unlike
the provisions listed below, they are notset to
expire in 2026. Allwere partof a broader change
made by the TCJA, in which U.S.-based
mulinational corporations are no longer taxed on
their worldwide income; rather, they are taxed on
their territorial income. The goal of this policy
change was to eliminate the ability for corporations
to defer tax liability on foreign profit until repatriated
to the U.S. The Harris plan for these specific
provisionsisto essentially revertthe broader
foreign income policy back to the worldwide tax
system. Perhaps raising these rates higher than
whatthey currently are while still less than the

21% corporate rate would be a viable compromise.

Tax Cutsand Jobs Act
(TCJA) provisions

(See below for specific
provisions)

Most provisions ofthe 2017 TCJA are
set fo expire in 2026. (One notable
exception is the decrease in C-corp
tax rates which is permanent, see
above)

Allow TCJA provisions o expire.

Extend TCJA provisions to 2026
and later years, most notably
the qualified businessincome
deduction.

When the TCJA was originally enacted, most
provisions were only temporary due to how
significantly it decreased tax revenue. Due to
budgetary constraints, it is possible that Congress
might not have the ability to extend these provisions
evenif Trumpis elected.
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Candidates’ Positions Regarding Specific Provisions of the TJCA*

Current Law Harris Plan Trump Plan Possible Compromise with Divided Government

Individual, rustand | Highest tax bracketis 37%. Revertio tax brackets in place Extend TCJA and keep current For the year 2024, the 37% bracketonly applies to
estate income tax prior fo the TCJA, when the law. people making over $600,000 ($731,000 for jointfiers),
brackets highest bracketwas 39.6%. which is indexed for inflation. As lowering the highest
bracketsignificantly decreased tax revenue, itis likely
that a bipartisan Congress will agree o let this provision

sunset o gain poliical capital elsewhere.

Net operating NOLs can only be carried forward o No changes have been Extend TCJA and keep current Neither candidate has addressed NOL'’s during their
losses (NOLs) future years, notcarried backaswas | announced. TCJA changes o law. 2024 campaign, so action looks unlikely.

previously the case before the TCJA. | NOL's were permanent, so
Also, NOLs are limited to 80% oftotal | currentlaw would remain.
taxable income before taking the NOL
into account The 80% limitation did

not exist prior to the TCJA.
Mortgage interest The deduction for interest paid on a No changes have been Extend TCJA and keep current Thisis something that is not widely spoken aboutby
deduction mortgage for one’s primary residence | announced. Once TCJA sunsets, | law. either candidate, and it is difficult to determine what will
as anitemized deductionis partally the limitation will revertback to happenwithit. A biparisan Congress will most likely
phased out if the principle balance $1,000,000. allow this provision ofthe TCJA to sunsetand revert
exceeds certain amounts. If the back to the $1 million threshold.

mortgage was acquired in 2017 and
prior, the amountis $1,000,000; ifit
was acquired after 2017 the amountis

$750,000.
SALT deduction State and local taxes as an itemized No changes have been Trump has stated that while he This has always been a highly contentious provision of
limit deduction are limited to $10,000. announced. Once TCJA sunsets, | wants to extend the TCJA, he the TCJA, butwas a necessary inclusion in order o
this provision will be eliminated. wants to eliminate this provision | balance outthe lost tax revenue fromthe tax cuts of
and allow the full amount of all other provisions. While this proposal has some
state and local taxesto be bipartisan support, in the eventthat other provisions of
deducted as an itemized the TCJA are extended, Congressis less likely to
deduction. eliminate this provision due to budgetary constraints.
Perhaps an increased limitation is possible in a divided
government.
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Current Law

Harris Plan

Trump Plan

Possible Compromise with Divided Government

Child tax credit

$2,000 per child under 17 years old.

Make permanentthe temporary

JD Vance has stated he supports

While there is some bipartisan supportfor anincreased

amounton the value of an estate that
is subject to the federal estate tax

to $13,610,000 for the year 2024. Itis
important to note that this treshold
amount s per person, so for a married
couple that makes a DSUE (deceased
spouse’s unused exclusion) election,
a taxable estate of less than
$27,220,000 will notowe any federal
estate taxes. The top rate on estates

is 40% ofany amount$1 million or
more over the threshold.

million and increase the top rate
to 65% on estates valued over
$93 million.

(CTC) Up to $1,600 per child is refundable. provisions ofthe American a $5,000 creditper child, but child tax credit, any increase would costthe federal
Rescue Plan Act 0f 2021, in expressed skepticism about governmenta significant amount of tax revenue. Prior to
which this creditincreased o geting congressional approval the TCJA, the CTC was limited to $1,000 per child,
$3,600 for children ages two to for it. He did not elaborate on rather than the $2,000 under the TCJA. With a divided
five -yearsold, and $3,000 for how much would be refundable. | governmentitis likely that the $2,000 creditunder the
childrenagessix to 17 yearsold. | Trump hasstated that he TCJAwould be extended, though any increases in
These credits were completely supportsraising the child tax amount or refundability would likely be nominal.
refundable. Additonally, the creditamount, but has not
campaign has proposed addinga | publicly elaborated or provided
credit of $6,000 for the birth of a | specifics.
newborn, and for dependents of
one year ofage, which
presumably will also be fully
refundable.

Estate tax The TCJA doubled the threshold Decrease the threshold to $3.5 Extend TCJA and keep current It is unlikely for a divided governmentto find compromise

law.

in the threshold amounts. Once the TCJA sunsets, the
threshold amount will reset to approximately $7 million.
Perhaps a bipartisan Congress would use another
bracketof 50% above the 40% bracketto pay for cuts
elsewhere.

It is importantto note that the table above was compiled from various sources, including excerpts from speeches and interviews, as well as official statements the candidates have made to the
public. Both official websites for the respective candidates were reviewed fo ensure thatany additional proposed policies listed there were included in the table. This table is designed to describe
in a nonpartisan and unbiased manner the currenttax policies of the candidates, including new ideas infroduced up to the date of publication.

It is also important to note that every proposed tax policy change would require congressional approval. Atthis juncture, it is impossible to say how likely or unlikely any proposed tax policy isto be
approved by Congress. ltis also possible for a proposalto be modified by Congress before they approve it. The content within the column labeled “Possible Compromise with Divided Government’
is purely speculative, and includes the Duane Morris Tax Accounting Group’s thoughts on waysin which both sides might meet in the middle on a divided policy proposal.

*Candidates listed in alphabetical order

Disclaimer: This white paper has been prepared and publishedfor informational purposes only and is not offered, nor should be construed, as legal, tax or accounting advice. The firm’s full disclaimer
is located at hitp.//www.duanemorris.convsite/disclaimer.html and is incorporatedby reference herein.
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