
 
March 5, 2018 

 

 

The Honorable Orrin Hatch 

Chairman, Committee on Finance 

United States Senate 

219 Dirksen Senate Office Building 

Washington, D.C. 20510 

 

The Honorable Ron Wyden 

Ranking Member, Committee on Finance 

United States Senate 

219 Dirksen Senate Office Building 

Washington, D.C. 20510 

 

The Honorable Kevin Brady 

Chairman, Committee on Ways and Means 

United States House of Representatives 

1102 Longworth House Office Building 

Washington, D.C. 20515 

 

The Honorable Richard Neal 

Ranking Member, Committee on Ways and Means 

United States House of Representatives 

1139E Longworth House Office Building 

Washington, D.C. 20515

 

Dear Chairmen and Ranking Members: 

 

The National Grocers Association (NGA) commends Congress’ hard work on passing the Tax Cuts and 

Jobs Act. We believe this comprehensive tax reform package promotes growth and investment in 

American Main Street business. However, we are concerned about a true technical correction in 

Section 168 of the new tax code that would prevent independent grocery stores from receiving 

Congress’ intended benefit of 100% bonus depreciation for qualified improvement property. As 

further explained below, if this drafting error is not corrected, family-owned and privately-held grocery 

stores will lose a major benefit provided by the new tax code, in addition to being ineligible for any bonus 

depreciation. 

 

The National Grocers Association (NGA) is the national trade association representing the retail and 

wholesale grocers that comprise the independent sector of the food distribution industry. The independent 

sector consists of family-owned and privately-held retailers and wholesalers throughout the United States 

operating nearly 7,000 storefronts in 50 states and all Congressional districts. Independent retail 

supermarkets and wholesalers represent nearly one-percent of the overall U.S. economy, employ 

approximately 944,200 workers, and account for roughly $27.23 billion in annual tax revenue. 

 

NGA applauded the conference agreement’s inclusion of a provision that would provide independent 

grocers with the opportunity to fully and immediately expense qualified improvement property acquired 

and placed in service after September 27, 2017 and during a subsequent 5-year period. 100% bonus 

depreciation is critical for independent grocers so they can plan future major investments to remodel. 

Store development activity has been driven by independents operating multiple stores, with 46.7% multi-

store operators remodeling at least one store in 2016 and 26.1% opening at least one new store. Full and 

immediate expensing would ensure that family-owned and privately-held grocers have the tools to invest 

in their futures and, in turn, contribute to their communities. Independent grocers are a major economic 

driver in rural areas, and many members of these tight-knit communities rely on independents for their 

grocery needs. Independent supermarkets are also driving innovation in the marketplace. From 

implementing e-commerce strategies to developing new formats that enhance the customer experience, 

independent grocers are leading the way. 

 



 
 
However, due to a drafting error in Section 168 of the new tax code, retailers are not eligible to 

receive the benefit of 100% expensing for qualified improvement property. This error, while 

unintentional, originated when efforts were made to simplify section 168 of the tax code. Section 168 of 

the old law had three individual categories of qualified improvement property: leasehold improvement 

property, retail improvement property, and restaurant improvement property, and each was designated 

with a 15-year Modified Accelerated Cost Recovery System (MACRS) recovery period. In the new law, 

tax writers combined the three categories into one category called “qualified improvement property” and 

meant to designate it with a 15-year MACRS recovery period. However, when the final bill was written, 

the 15-year recovery period was omitted from the text, making the recovery period default to 39 years. 

Since the recovery period must be 20 years or less for retailers to be eligible for bonus depreciation, this is 

a serious concern for independent grocers. 

 

It is clear that the omittance was an unintentional drafting error because the conference agreement 

contains language that designates a 15-year MACRS recovery period for qualified improvement property: 

 

“In addition, the conference agreement provides a general 15-year MACRS recovery period for qualified 

improvement property.” -Page 205 of the Tax Cuts and Jobs Act Conference Agreement 

 

Without the inclusion of the 15-year MACRS recovery period in the text, A.) the depreciation 

recovery period for retailers increases from 15 years to 39 years, and B.) retailers no longer qualify 

for bonus depreciation. This is a serious concern because in the old tax law, retailers qualified for 50% 

bonus depreciation. Therefore, retailers are not only ineligible for the new benefit of 100% expensing, but 

they also lose the 50% expensing benefit that they previously were eligible for. In other words, 

independent grocers and other community businesses are worse off under the new law—the exact 

opposite of Congress’ intent. 

 

NGA urges policymakers to fix this pure technical error immediately—through any available legislative 

avenue—to align with Congress’ true intent of 100% bonus depreciation. Correcting the drafting error in 

Section 168 of the new tax code will ensure independent grocers qualify for bonus depreciation, as 

intended by Congress, so these entrepreneurs can continue to invest in their business, employees, and 

communities. 

 

Thank you for the opportunity to share our concerns on behalf of the independent supermarket industry. 

We appreciate your hard work on tax reform, and hope that we can be helpful in this technical corrections 

process. If you have any questions about this matter, please contact Molly Pfaffenroth, NGA’s Senior 

Manager of Government Relations, at mpfaffenroth@nationalgrocers.org or 703-516-8810. 

 

 

Sincerely, 

 

Greg Ferrara 

 

 
Executive Vice President 

Advocacy, Public Relations and Member Services 

National Grocers Association 
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cc: 

     The Honorable Paul Ryan    

                                                                                                 The Honorable Kevin McCarthy 

                                                                                                 The Honorable Steve Scalise 

                                                                                                 The Honorable Nancy Pelosi 

                                                                                                 The Honorable Steny Hoyer 

                                                                                                 The Honorable Rodney Frelinghuysen 

                                                                                                 The Honorable Nita Lowey 

                                                                                                 The Honorable Mitch McConnell 

                                                                                                 The Honorable Chuck Schumer 

                                                                                                 The Honorable Thad Cochran 

                                                                                                 The Honorable Patrick Leahy 

 

 


