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Impact of the 2020 US elections on US
corporate income tax policy
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On November 3, millions of US voters will be casting their vote in the
general election, where the leading contenders for President are former
Vice President Joe Biden and incumbent President Donald Trump.

One of President Trump's notable achievements during his first term in
office was the enactment of the tax law informally known as the Tax
Cuts and Jobs Act (TCJA) on December 22, 2017 which, among other
things, lowered the tax burden for many businesses (whether formed as
corporations or pass-through entities), individuals, trusts, and estates.
Implicitly on the November 3 ballot is the fate of TCJA.

Former Vice President Biden contends that the benefits of TCJA are
skewed to large corporations and more affluent individuals. When asked
about TCJA in the Vice Presidential debate on October 7, Joe Biden's
running mate California Senator Kamala Harris stated "On day one Joe
Biden will repeal that tax bill." President Trump, on the other hand,
argues that the temporary tax cuts of TCJA were necessary to fuel
economic growth and should be made permanent — and, in some cases,
expanded.

This publication offers a high-level comparison of the two candidates'
tax policy proposals on TCJA and other issues. This publication focuses
specifically on corporate income tax provisions. See our Tax Newsflash
dated October 9 for a summary of individual tax proposals of the 2020
US presidential election. With respect to the provisions summarized
below, note that little detail is currently available with respect to many
of the proposals that either candidate has put forward thus far.

Corporate and business tax proposals

Issue Current law Joe Biden Donald Trump
[1] Corporate  21% Increase to 28% Has said he favors a
income tax decrease to 20%
rate 15% minimum tax on but has no formal
book income of proposal

companies reporting US
net income > USD 100
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[2]

Depreciation

[3] Foreign-
source
income of US
multinationals

[4] Tax
treatment of
domestic
companies
that offshore
orre-
domesticate
jobs

[5] Tax
havens, base
erosion
generally

5843 N

Generally, 100%
immediate expensing
for qualified property
through 2022, then
phased down each
year through 2026 to
20% (expires after
2026)

Global intangible low-
taxed income (GILTI)
earned by US-based

multinationals subject

to a 50% deduction
(effective tax rate of
10.5%) through 2025,
and a 37.5%
deduction (effective
tax rate of 13.125%)
thereafter

No direct incentives
or disincentives

Base Erosion and
Anti-Abuse Tax
(BEAT) limits the
ability of large
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million but owe no US
income tax

No specific proposal, but
may be affected by
proposed minimum tax
(see above)

Increase GILTI effective
rate to 21%

Establish a "claw-back"
provision requiring a
company to return public
investments and tax
benefits when they shed
US jobs and send them
overseas

Eliminate incentives for
pharmaceuticals and
other companies to move
production overseas

Reduce incentives for "tax
havens, evasion, and
outsourcing"

Said to be
considering
proposals to
extend or expand
bonus depreciation
and to allow "full
expensing", but has
not released a
formal plan.

Allow 100%
expensing "for
essential industries
like
pharmaceuticals
and robotics who
bring back their
manufacturing to
the United States."

Retain current law

"Create tax credits
for companies that
bring jobs from
China back to
America"

Impose "tariffs on
companies that
leave America to
produce jobs
overseas"

Allow 100%
expensing for
essential industries
(see above)

Retain current law



multinationals to shift
profits from the
United States by
making deductible
payments to their
affiliates in low-tax

countries
[6] Carried Treated as long-term  Tax at ordinary rates Has said he wants
interest capital gains if held (restore top rate to to end favorable
for more than three 39.6%) tax treatment but
years has no formal

proposal

In the context of the summary discussion above, it is important to note
that generally tax policy originates in US Congress (which consists of two
chambers — the US House of Representatives and the US Senate), not
the White House, so any new tax laws enacted in a Biden administration
or in the second term of a Trump administration will necessarily need to
consider the approval of US Congress. In this regard, elections for the US
Senate will also be held on November 3 when a total of 33 of the 100
seats are up for regular election (in addition to two special elections to
fill certain vacancies). Also on November 3, all 435 seats in the US House
of Representatives are up for election (with special elections to fill
certain vacancies). No doubt, the result of these US Congressional
elections will also have a significant impact on tax policy.

Despite various elements of uncertainly, significant tax law changes over
the next few years is a real possibility, and it is not too early to start
evaluating the proposals being put forward, modelling potential
outcomes, and planning the appropriate actions to take if and when
these proposals go from high-level plans and talking points to fully
framed legislative policies with substance and effective dates.

Chinese companies with US operations are recommended to follow
these developments closely and assess the potential impact of any tax
law changes. For further information, contact any of the China-based US
tax professionals listed below or your regular Deloitte contact.
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