
Congress and the Trump Administration are poised to consider the first comprehensive overhaul of 
the United State tax code since 1986. The goal is to make American companies more competitive 
by lowering the corporate tax rate and to provide tax relief to middle-class American families by 
increasing the personal deduction and eliminating complexities in the individual tax rate. 

While comprehensive tax reform that lowers corporate and individual rates is crucial to growing the 
economy, it is important to also ensure that real estate companies and individual investors can continue 
to utilize Section 1031 Like-Kind Exchanges and that other key provisions of the Internal Revenue Code 
are not eliminated.

Section 1031 Like-Kind Exchanges

Section 1031 Like-Kind Exchanges encourage investment and reinvestment in U.S. assets, and make 
it easier for taxpayers to relocate or upgrade into assets that better meet their business needs. 1031 
Like-Kind Exchanges ensure both the best use of real estate and a used personal property market that 
significantly benefits start-ups and small businesses. 

Eliminating 1031 Like-Kind Exchanges or restricting their use would have a contraction effect on our 
economy by increasing the cost of capital. Without 1031 Like-Kind Exchanges, businesses and 
entrepreneurs would have less incentive and ability to make real estate and capital equipment investments.

While Congress has not specifically addressed 1031 Like-Kind Exchanges in the House Republican 
Blueprint, they are an attractive “pay-for” for tax cuts to corporations or individuals. In 2016, the Joint 
Commission on Taxation estimated that a $1,000,000 cap on Like-Kind Exchanges would generate an 
additional $37 billion in tax revenue for the United States Government. 

The IPA urges Congress to retain the current tax treatment of 1031 Like-Kind Exchanges.

Pass Through Entities

Many corporations are set up as pass through entities that attribute profits or losses to an individual or 
partnership and tax is paid at the individual owner level. 

The House Blueprint taxes active business income through pass through entities at 25% versus the 20% 
tax for corporations. There is a fear though that many entrepreneurs who have established individual pass 
throughs will shift their income from personal to the corporation. The Blueprint envisions a requirement 
that would tax “reasonable compensation” at the individual level.  Additional reporting on what constitutes 
reasonable compensation would add further complexity in the tax system.  

Each company decides the structure that best fits its mode of business. The IPA believes that tax reform 
should treat pass through corporations with parity. 
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Debt Interest Deductibility

Interest on debt is currently deductible. The Blueprint attempts to change that for the majority of 
businesses by only allowing deduction of interest expenses against interest income. The goal is to 
get companies to invest in new equipment, factories and other tangible goods which will be 100% 
deductible in the first year, instead of issuing debt.

The IPA supports maintaining the current ability of debt interest to be deductible. 

The IPA supports comprehensive tax reform for corporations and individuals that will grow our 
economy and American jobs. Congress must preserve Section 1031 Like-Kind Exchanges to 
allow deferral of capital gains on real estate investments; Pass Through Corporations should be 
treated equally and debt interest should continue to be deductible.

The IPA believes securities reforms can safely increase capital formation and spur economic 
growth, while simultaneously maintaining investor protections. We urge members of Congress to 
consider legislation that would provide BDC Modernization, Accredited Investor Modernization 
and changes to section 12(g). 
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