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President Biden’s Tax Changes in Further Detail 

Proposals affecting individuals 

• Income Tax: An increase of the top individual income tax rate from 37.0% to 39.6%.  This was the

highest rate in effect before the 2017 enactment of The Tax Cuts and Jobs Act (“TCJA”), which

sunsets in 2026. This rate would apply to individuals earning more than $400,000.  At this time, it is

unclear whether this threshold would apply for all filers, or if there is a higher threshold for joint filers.

• Capital Gains and Dividends: Increase of the tax on the long-term capital gains and qualified

dividends at the ordinary income tax rate of 39.6% for income above $1.0 million.  This would almost

double the current capital gains rate of 20% plus the 3.8% net investment income tax (NIIT) surtax.

• Qualified Business Income Phaseout: For individuals with taxable income above $400,000, phase out

the “qualified business income” deduction (under Code Section 199A).

• Itemized Deduction Cap: A 28% cap on itemized deductions for individuals over $400,000 in taxable

income. Additionally, we could see a reinstatement of the “Pease Limitation” reducing the amount a

taxpayer can deduct above a certain threshold.

o Planning Notes: With this cap in place, an individual in the highest tax bracket would see a 28-

cent tax deduction for every dollar spent on charitable giving, rather than the previously higher

39.6 cents.  A Pease Limitation could further reduce the value of itemized deductions by three

cents.

• Removal of the Social Security Tax Ceiling: Currently, the payroll social security tax applies only for

an individual’s income up to $142,800 and is assessed at 12.4% (split between an employee and

employer).  The current proposal is a removal of this cap for a full assessment of the tax on the

entirety of an individual’s income.

o Planning Notes: We believe this is unlikely to be adopted since changes to Social Security cannot

be ratified through the swift nature of reconciliation (Byrd Rule). This proposal would require 60

votes in the Senate, while much of the other President Biden tax proposals could be approved

through reconciliation with 50 Senate votes plus the vote of Vice President Harris.

• Reduction of Tax Deductions on Retirement Accounts: So far, this has generated the most confusion

in President Biden’s tax proposals.  Instead of a tax deduction, a taxpayer will receive a new tax credit

equal to a percentage of the amount contributed (expected as 26%).

o Planning Notes: For example, if a participant contributes $10,000 to a 401(k), instead of a tax

deduction off their marginal tax rate, the taxpayer will receive a $2,600 tax credit.  This

encourages lower-income households to contribute more to their retirement plans, receiving a

credit higher than they would under current deduction rules.  However, it also incentivizes higher-

income households to utilize Roth contributions as their dollars do not have the same “bang” for

their buck. Additionally, the resulting tax-free distributions may not be assessed at higher tax rates.



Proposals affecting Estates and Gifts 

• Elimination of Cost Basis “Step-up” at Death: Generally, the tax basis of property owned by the

decedent is stepped-up to its fair market value as of the date of death – in other words, a beneficiary

generally does not inherit a tax liability.  It was proposed during President Biden’s campaign that the

step-up would be eliminated.

o Planning Notes: Although we are actively watching this initiative, we are doubtful as previous

attempts to eliminate the basis step-up at death have been unsuccessful.

• Estate and Gift Tax Increase: President Biden has proposed to reinstate the $5.0 million exemption in

effect before the enactment of the TCJA. This would be an early removal of TCJA’s increase to the

estate and gift tax exemption of $11.8 million per person and $23.16 million per married couple.

o Planning Notes: Even if this proposal is unsuccessful, the current higher amounts resulting from

TCJA are scheduled to “sunset” in 2026.  We are actively monitoring this as whispers have

surfaced of an even lowered $3.5 million exemption amount.

Proposals affecting Corporations 

• Federal Corporate Tax Increase: Removal of the corporate tax rate cut under the Tax Cuts and Jobs

Act (TCJA).  This will increase the corporate tax rate from 21% to 28%.

• Corporate Alternative Minimum Tax: A tax rate equal to 15% of the corporation’s book income for

those companies making certain profits of $100.0 million or more.

The opinions voiced in this material are for general information only and are not intended to provide specific advice 
or recommendations for any individual. To determine which investment(s) may be appropriate for you, consult your 
financial advisor prior to investing. The economic forecasts set forth in the presentation may not develop as 
predicted.  


