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Seeking Clarity on Tax Reform      August 2021 

 
The Wait Continues 
 
This past April, the Biden administration announced the $1.8 trillion American Families Plan, which would expand access 
to education, affordable childcare, and various tax credits. The plan (as proposed) would largely be funded by additional 
taxes on high earners. Since that time, taxpayers have been left wondering whether tax reform could become a reality, 
and if so, to what extent. While negotiations are still ongoing (hence ‘the wait continues…’), the Q&A below summarizes 
recent political developments and the outlook for upcoming tax legislation. 

 
Q: Have there been any recent developments on tax legislation? 
A: On August 10, 2021, the Senate passed the Infrastructure Investment and Jobs Act, with rare bipartisan support (69-
30). The $1.2 trillion package represents roughly half of the $2.3 trillion initially targeted by President Biden earlier this 
spring, though it marks significant funding for the next five years, with more than $550 billion of new spending. 
 
Shortly after passing the infrastructure package, the Senate passed a $3.5 trillion budget resolution that would clear the 
way for the Senate to use the reconciliation process to pass broader tax and spending legislation with 50 Senate votes, 
rather than the typically required 60 votes. 
 

Q: Why is this significant? 
A: The Biden administration hoped to pass an infrastructure package earlier this spring, though such legislation was 
delayed over political wrangling on what exactly constituted infrastructure and the total price tag. 
 
Perhaps just as significant, the budget resolution brings Congress a step closer to moving ahead with a reconciliation bill 
that could adopt many of the tax proposals outlined in this past April’s American Jobs Plan and American Families Plan. 

 
Q: Are the Biden administration’s tax proposals now closer to becoming a reality? What challenges lie 
ahead? 
A: Procedurally, this brings potential tax reform a step closer, although negotiations are far from over.   
 
House Speaker Nancy Pelosi has been adamant that the House would not take a vote on the infrastructure package 
unless the Senate also passed the larger reconciliation bill. Further complicating this political calculation, a group of nine 
moderate House Democrats sent a letter to Speaker Pelosi on August 12 stating, “We will not consider voting for a 
budget resolution until the bipartisan Infrastructure Investment and Jobs Act passes the House and is signed into law.” 
This is a notable development given a narrow Democratic majority in the House, for which Speaker Pelosi cannot afford 
to lose more than three votes from her caucus. 
 
The Senate remains evenly divided (50-50) between Republicans and Democrats, with Vice President Kamala Harris 
acting as the decisive tie-breaking vote. Moderate Democrats such as Joe Manchin of West Virginia and Kyrsten Sinema 
of Arizona pushed back at the estimated $3.5 trillion price tag and will thus wield considerable power in future 
negotiations. Shortly after the recent votes, Senator Manchin noted, “I have serious concerns about the grave 
consequences facing West Virginians and every American family if Congress decides to spend another $3.5 trillion.” 
 
A policy expert recently remarked that the views of the Democratic party are not monolithic. The reality is Speaker 
Pelosi and Senate Majority Leader Chuck Schumer must strike a balance between progressive Democrats who view 
Congressional majorities, however slim, as an opportunity to pursue broader objectives and moderate Democrats who 
are wrestling with the cost of current proposals. 
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Q: Will the tax proposals in the upcoming reconciliation bill differ from those outlined earlier this year in the 
American Jobs Plan and American Families Plan? 
A: It is simply too early to say, as a future reconciliation bill could choose to include, amend or entirely reject past 
proposals. 
 
Currently, the consensus view is that tax proposals outlined this past spring (captured below) are likely to be revised, if 
included, in future tax legislation: 
 

 
Topic 

Previously Announced 
Tax Proposal 

Current 
Outlook 

Corporate Tax Rate Raise from 21% to 28% If raised, perhaps 25% 
Long-Term Capital  
Gains Taxes 

Raise from 20% to 39.6%; 
proposed to implement on a 
retroactive basis 

More likely any increase would 
settle between 25-28%; retroactive 
implementation unlikely 

State & Local Tax  
(SALT) Deduction 
(currently capped at $10,000) 

Not addressed Likely a priority for Democrats 
from high tax states; unclear as to 
an increase in the cap or full repeal 

Step-Up in Cost  
Basis at Death 

Largely repeal the provision, 
with a $1 million exemption 
($2 million for couples), plus 
continued use of the home sale 
gain exclusion 

Unclear, though strong bipartisan 
support for providing an 
exemption to family-owned 
businesses and farms; repeal of 
this provision would mark a sharp 
departure from tax code dating 
back to 1921 

Estate & Lifetime Gift  
Tax Exemption 

Not specifically addressed Given the potential scale of tax 
legislation ($3.5 trillion) and 
currently favorable exemption 
amounts, likely to be incorporated 
into negotiations 

Like-Kind Exchanges End tax-free like-kind 
exchanges for real estate gains 
greater than $500,000 ($1 
million for married taxpayers) 

Lawmakers have expressed 
support for the current tax 
treatment afforded to like-kind 
exchanges 

 
 
 

Q: Congress is currently in recess; how does that impact the timeline for legislation? 
A: The House was scheduled to be on recess until September 20, 2021, although Speaker Pelosi and Majority 
Leader Steny Hoyer announced the chamber will be back in session the week of August 23, 2021, to consider the 
Senate-approved budget resolution.  
 
The Senate is scheduled to be on recess until September 13, 2021, although Senate committees will likely use 
the next several weeks to advance efforts for reconciliation legislation. 
 
Legislation appears gridlocked for the time being, so long as Speaker Pelosi holds to demands for the Senate to 
pass a reconciliation bill prior to the House considering the infrastructure and reconciliation packages. 
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Q: Will taxpayers have time to prepare ahead of tax changes becoming effective? 
A: The Biden administration and Congressional Democrats have a goal of passing tax legislation prior to year-
end. Naturally, taxpayers would prefer negotiations to conclude well in advance of year-end to allow additional 
time for planning. Given the uncertain path for tax negotiations, taxpayers who might be impacted by current 
proposals should begin conversations with trusted advisors (accountants, estate planning attorneys, investment 
advisors) to assess potential planning opportunities. 

 

Q: What are the ‘next steps’ for tax legislation? 
A: To pave the way for the Senate to use the reconciliation process to advance legislation with 50 votes, both 
the House and Senate will need to adopt a joint budget resolution with identical budget reconciliation 
instructions. Subsequently, the House Ways and Means Committee and Senate Finance Committee can begin 
drafting the reconciliation bill. 
 
This continues to be a fluid situation that could take quite a few twists and turns over the coming weeks and 
months and one that bears monitoring closely to evaluate potential tax planning opportunities. We will continue 
to keep you informed as legislation evolves. 
 
For more information, please contact any of the professionals at Veracity Capital. 
 
 
 
 
Sources: 
Fact Sheet: The American Families Plan  
https://www.whitehouse.gov/briefing-room/statements-releases/2021/04/28/fact-sheet-the-american-families-plan/ 
 
Fact Sheet: The American Jobs Plan  
https://www.whitehouse.gov/briefing-room/statements-releases/2021/03/31/fact-sheet-the-american-jobs-plan/ 
 
Factbox-What's in Biden's $2.3 trillion infrastructure plan? 
https://www.reuters.com/article/us-usa-biden-infrastructure-factbox/factbox-whats-in-bidens-2-3-trillion-infrastructure-plan-
idUSKBN2BN13T 
 
Democrats’ $3.5 Trillion Budget Framework Exposes Party Tensions  
Sen. Joe Manchin expresses alarm over price tag of antipoverty and climate plan  
https://www.wsj.com/articles/democrats-3-5-trillion-budget-framework-exposes-party-tensions-11628704569 

 

 
 
 
 
 
 
 
 
 
 

https://nam10.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.whitehouse.gov%2Fbriefing-room%2Fstatements-releases%2F2021%2F04%2F28%2Ffact-sheet-the-american-families-plan%2F&data=04%7C01%7Cjantonelli%40fiducient.com%7Cb6b63ced083e494fc9f908d9626a58f1%7Ce6f978e175d44db0904e5b79fb778570%7C0%7C0%7C637649031163180665%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=6gBqRqNPst1Z10uaBaEcQWKhz6xoY4%2FGi4mj%2FI%2FtOKI%3D&reserved=0
https://nam10.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.whitehouse.gov%2Fbriefing-room%2Fstatements-releases%2F2021%2F03%2F31%2Ffact-sheet-the-american-jobs-plan%2F&data=04%7C01%7Cjantonelli%40fiducient.com%7Cb6b63ced083e494fc9f908d9626a58f1%7Ce6f978e175d44db0904e5b79fb778570%7C0%7C0%7C637649031163190619%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=ukMOzUPThrWBO2agyeLE4xpchYQi9nHlXn0wPnvHkNc%3D&reserved=0
https://nam10.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.reuters.com%2Farticle%2Fus-usa-biden-infrastructure-factbox%2Ffactbox-whats-in-bidens-2-3-trillion-infrastructure-plan-idUSKBN2BN13T&data=04%7C01%7Cjantonelli%40fiducient.com%7Cb6b63ced083e494fc9f908d9626a58f1%7Ce6f978e175d44db0904e5b79fb778570%7C0%7C0%7C637649031163190619%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=m6BhRBBU6ekyCHVAQMmAjWppUWhUNHcTKQWN0tVeKfI%3D&reserved=0
https://nam10.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.reuters.com%2Farticle%2Fus-usa-biden-infrastructure-factbox%2Ffactbox-whats-in-bidens-2-3-trillion-infrastructure-plan-idUSKBN2BN13T&data=04%7C01%7Cjantonelli%40fiducient.com%7Cb6b63ced083e494fc9f908d9626a58f1%7Ce6f978e175d44db0904e5b79fb778570%7C0%7C0%7C637649031163190619%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=m6BhRBBU6ekyCHVAQMmAjWppUWhUNHcTKQWN0tVeKfI%3D&reserved=0
https://nam10.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.wsj.com%2Farticles%2Fdemocrats-3-5-trillion-budget-framework-exposes-party-tensions-11628704569&data=04%7C01%7Cjantonelli%40fiducient.com%7Cb6b63ced083e494fc9f908d9626a58f1%7Ce6f978e175d44db0904e5b79fb778570%7C0%7C0%7C637649031163200575%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=3vJuVFE4dKx7BI1LBb4gHu7yL1Q1U4uyd2qjipQc5KM%3D&reserved=0
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DISCLOSURE: 
 
Advisory services offered through Veracity Capital, LLC, a registered investment advisor. Information presented 
is for educational purposes only and does not intend to make an offer or solicitation for the sale or purchase of 
any specific securities, investments, or investment strategies. Investments involve risk and, unless otherwise 
stated, are not guaranteed. Be sure to first consult with a qualified financial advisor and/or tax professional 
before implementing any strategy discussed herein. Past performance is not indicative of future performance. 
 
This performance report provides information regarding the accounts managed by Veracity Capital, LLC, in 
accordance with your investment objectives. You should communicate any changes to your current investment 
objectives or financial condition to Veracity Capital, LLC. 
 
Past performance is not indicative of future performance. Principal value and investment return will fluctuate.  
No guarantees or assurances that the target returns will be achieved, or objectives will be met are implied. 
Future returns may differ significantly from past returns due to many different factors.  Investments involve risk 
and the possibility of loss of principal. The values and performance numbers represented in this report do not 
reflect management fees. The values used in this report were obtained from sources believed to be reliable. 
Veracity Capital, LLC, calculated performance numbers using data provided. Please consult your custodial 
statements for an official record of value. 
 
This information may be taken, in part, from external sources. We believe these external sources to be reliable, 
but no warranty is made as to accuracy. This material is not financial advice or an offer to sell any product. There 
is no guarantee of the future performance of any Veracity Capital, LLC, portfolio. The investment strategies 
discussed may not be suitable for all investors. Before investing, consider your investment objectives and 
Veracity Capital, LLC, charges and expenses. All investment strategies have the potential for profit or loss. 
 
Benchmarks: The index / indices used by Veracity Capital, LLC, have not been selected to represent an 
appropriate benchmark to compare an investor’s performance, but rather are disclosed for informational 
purposes. Detailed information regarding the indices is available upon request. The volatility of the indices may 
be materially different than that of the portfolio. 
 
Veracity Capital, LLC, is a registered investment advisor. Registration does not imply a certain level of skill or 
training. More information about Veracity Capital, LLC, including its advisory services and fee schedule, can be 
found in Form ADV Part 2 which is available upon request. 
 
 


