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Tax Reform and Job Creation

ISSUE

America’s engineering industry ranges from very small, family-owned firms to large companies
that employ tens of thousands of professionals. These firms represent a variety of business structures,
including C corporations and pass-through entities, such as S corporations, LLCs, and sole proprietor-
ships. For this reason, ACEC strongly supports an approach to reforming the nation’s tax code that treats
all business structures equally, encourages investment in the firm and its people, and promotes innovation
and competitiveness.

There is growing consensus that the top corporate tax rate of 35 percent — which is the highest among
OECD nations - makes American firms less competitive at home and abroad. In addition, there are
concerns that the disparity in tax rates between the United States and other countries will encourage more
American firms to reincorporate overseas. ACEC believes that Congress should pursue tax reform to
address these concerns and enhance our competitiveness in the global marketplace, and do so in a manner
that benefits both corporations and pass-through businesses. A comprehensive approach to tax reform
could also provide an opportunity to address the need for sustainable financing for the Highway Trust
Fund, which ACEC strongly supports.

While trade-offs may be necessary for achieving the goal of lower tax rates and a simpler tax code, the
elimination of certain provisions would make it difficult for engineering firms to grow and create jobs.

KEY AREAS OF CONCERN

M Cash accounting: Many engineering firms and other professional services firms use the cash method
of accounting, where taxes are paid when payment is received for services rendered, versus the accrual
method, where taxes are paid when the service is delivered. Recent House and Senate tax-writing
committee proposals would force firms with more than $10 million in revenues to switch to accrual
accounting, which would create serious cash flow problems as firms often wait many months to be paid
by their clients.

B S corp payroll tax: Proposals to increase payroll taxes on professional services S corporation owners in
order to address specific instances where individuals have structured their businesses to avoid taxes
would adversely impact tax-compliant engineering firms that pay competitive, market wages.

B Section 199: This deduction for engineering work on domestic construction projects enables firms to be
competitive in the global marketplace.

B Municipal bonds: Recent proposals from the White House and Congress to limit the tax exemption
for municipal bonds would hurt the ability of state and local governments to finance roads, bridges,
airports, schools, utilities, and other critical infrastructure.

ACEC POSITION

M ACEC supports comprehensive tax reform that treats all business structures equally.

B Lawmakers should oppose proposals that would increase the tax burden on firms or restrict their ability
to expand and create jobs, particularly if such changes are considered separately from a comprehensive
package of reforms.
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