Capital Markets

The Biden Administration Tax Plan:
Implications on Real Estate

On August 10, 2021, the Senate passed a $1 trillion infrastructure package 69 -
30. This sets the stage for greater discussion around a proposed $3.5 trillion
spending package and associated American Jobs Plan (AJP). Included in the
AJP was the administration’s tax plan, intended not only to pay for the
infrastructure spending, but also a far-reaching attempt at reforming the
tax code.

Managing Director and Office Lead on the Colliers Capital Markets Board of Advisors, Frank Petz, sat down with
accounting firm KLR to discuss the package’s implications on commercial real estate.

FP: What increases, if any, do you expect for corporate and individual income tax rates?

KLR: Under the Biden Tax Plan, the corporate income tax rate, currently 21%, would be increased to 28%. This
got some early push back, and there is a real feeling among some in Congress that the US needs to keep the
corporate income tax rate competitive with the rest of the world. Limiting the increase to 25% has been
mentioned by some moderates.

The Tax Plan would also increase the top individual tax bracket to 39.6% for households with income exceeding
$400,000. We expect this will pass. Going from 37% to 39.6% seems like an easy one that will likely get through.

FP: One of the major components of the Tax Plan that will impact the real estate industry is a change in the
capital gains tax rate. What is being considered and where do you think this will ultimately fall?

KLR: Under the proposed plan, the capital gain tax rate would increase to 39.6% for households earning over $1
million; however, this is making many centrist Democrats uncomfortable. Look for the final tax rate to settle in
at high twenties -- 28% is what we are hearing most often as a compromise.

FP: We are often asked about the Tax Plan’s proposed elimination of 1031 exchanges for gains more than
$500,000. How likely is this to survive?

KLR: We don't believe this is very likely. 1031 exchanges don't raise enough money for lawmakers to getinto a
fight with the real estate industry.



FP: What about the current $500,000 limit on
excess business losses? Should we expect any
changes there?

KLR: Under the Tax Plan, the $500,000 limit
currently expected to sunset after 2025, would be
made permanent. We expect this to pass. This
limitation had bipartisan support when it was
introduced in 2017 as part of the Tax Cuts and Jobs
Act (TCJA). Making the limit permanent will likely
pass again.

FP: Estate taxes have been a big target of the Tax
Plan. How would tax rates, exemptions and the
current “step up” in basis upon death be
affected?

KLR: Change is definitely coming here. It appears to
us that an increase in the top estate tax rate is
likely. An increase from 40% to 45% has been
proposed for the maximum estate tax rate.

Also expect a reduction in the estate tax
exemption. The Tax Plan would reduce the estate
tax exemption down from $11.7 million per person
in 2021, with $5 million being the best-case
scenario and $3.5 million being the worst case.

More difficult to pass will be the elimination of the
step up in basis at death, which is proposed in the
Tax Plan and would tax any appreciation in assets
at the time of death or subsequent sale. Although
this has had growing support over the years, the
problem is how to administer it. The recordkeeping
requirements would be a huge burden for families.

FP: How quickly could the Tax Plan be
implemented?

KLR: We expect the effective dates of any tax
legislation that is enacted to generally be January 1,
2022. But be aware that there may be certain
provisions that could take effect as early as the
date of enactment. We believe it unlikely that these
proposals would take retroactive effect.

Lots of twists and turns in Washington these days,
but as we said, the Biden tax plan will be
repackaged so it bears watching. As details become
more solidified, we will keep you posted.
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About Colliers

Colliers is a leading diversified professional services and
investment management company. With operations in 67
countries, our more than 15,000 enterprising professionals
work collaboratively to provide expert advice to real estate
occupiers, owners and investors. For more than 25 years, our
experienced leadership with significant insider ownership has
delivered compound annual investment returns of almost
20% for shareholders. With annualized revenues of $3.0
billion ($3.3 billion including affiliates) and $40 billion of
assets under management, we maximize the potential of
property and accelerate the success of our clients and our
people. Colliers (CIGl) is listed on the NASDAQ and TSX.

Paul Oliveira, Partner, Strategic Tax
Services - poliveira@kahnlitwin.com

'

David Desmarais, Partner, Private Client
Services - ddesmarais@kahnlitwin.com

About KLR

KLR is a New England Regional Public
Accounting Firm that is ranked among the
Top 100 firms in the United States. From its
seven office locations in Boston, Lausanne,
Pawtucket, Providence, Newport, Waltham & Shanghai, the
250+ person firm provides assurance, tax, and business
advisory services to private and publicly-held companies
throughout the United States and abroad. KLR is a member
of Leading Edge Alliance Global, the 2nd largest international
professional association of independently-owned accounting,
financial, and business advisory firms.
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This document is intended for background informational purposes only for the sole and
exclusive internal use of the viewer and may not be relied upon by any other person or
entity for any purpose whatsoever. As such, this document should not be used as a
substitute for consultation with professional accounting, tax, legal or other competent
advisers. Colliers makes no representations or warranties of any kind, express or implied,
including, but not limited to warranties of performance, merchantability and fitness for a
particular purpose. Although Colliers has made commercially reasonable attempts to ensure
that the information contained in this document has been obtained from reliable sources,
Colliers is not responsible for any errors or omissions, or for the results obtained from the
use of this information. This document represents only the opinion of the author as to the
matters set forth herein. This document is specifically qualified by, and based solely upon,
the relevant facts, circumstances, and market conditions that exist as of the date of this
document, and Colliers undertakes no obligation to update, modify, or supplement this
document. In no event will Colliers, its related affiliates, agents or employees thereof be
liable to you or anyone else for any decision made or action taken in reliance on the
information in this document or for any consequential, special or similar damages, even if
advised of the possibility of such damages.
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