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Drawing a Line in the Sand on Taxes  
  
Divided government typically slows down the pace of legislation in the nation’s capital as 
Democrats and Republicans narrow down on areas of bipartisan agreement. But that does not 
mean that legislation does not get introduced, considered, or even voted on even though 
chances of passage are slim.   
  
The 118th Congress has continued in that vein with several bills being introduced that would 
affect the financial security profession and the clients it serves. Do any of these bills have a 
chance in 2023? 

  
TCJA (Tax Cuts and Jobs Act) and 2026  
   
On Feb. 10th, Rep. V. Buchanan (R-FL), along with 72 Republican co-sponsors (87 currently), 
reintroduced TCJA Permanency Act to make permanent many of the individual and business 
tax savings introduced under the Tax Cuts and Jobs Act (TCJA) from 2017, otherwise set to 
expire after 2025. Without any congressional action, some key provisions of TCJA will sunset, 
including - lower tax rates for individuals and families; the 20% deduction for small businesses; 
a higher standard deduction; and an estate and lifetime gift tax exemption near $13 million. The 
Congressional Budget Office (CBO) projects that extensions through 2032 would total $2.7 
trillion.  
  
Verdict: Very unlikely to advance this Congress. No agreement on revenue offsets and no ability 
to move a full-scale package through a Democrat controlled Senate will leave a comprehensive 
extension of the expiring provisions of TCJA on hold until 2025.   
   
Death of the Estate Tax  
  
Although TCJA currently calls for estate and gift tax exemption of $12.92 million per individual 
($25.84 million per couple), many members of Congress are looking for complete elimination of 
the federal “death tax.” Sen. J. Thune (R-SD) has been very vocal on permanently repealing the 
estate tax and introduced the Death Tax Repeal Act of 2021, with 36 Republican Senators co-
sponsoring the bill.  
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A House version of the bill was introduced earlier this year. The House Ways and Means has its 
own amusing, Halloween movie themed reasons why repeal of death taxes is necessary.  
 
Verdict: No chance to advance this Congress. But what it continues to signal is an ongoing 
desire by Republicans to repeal the estate tax, with the next opportunity to be part 
of negotiations to extend the doubled exemptions contained in TCJA. For those worried about 
full repeal – be warned – eliminating the tax from the current exemption levels will cost less 
than in previous years when more revenue came from more people paying the tax, making the 
dollars and sense part a little easier to justify.   
   
“Tax the Wealthy”   
   
A national wealth tax has been on the minds of many Democratic Senators and President Biden. 
In fact, only a few days after this Policy article is released, President Biden will announce his 
budget proposal. As he has repeated often, including at last month’s State of the Union Address, 
President Biden is expected to include once again higher taxes for the wealthy, but not for 
Americans making less than $400,000.  
   
On the Hill, Sens. E. Warren (D-MA) and B. Sanders (I-VT) have always been strong proponents 
of taxing the rich. They recently introduced the Social Security Expansion Act, with an identical 
version in the House by Reps. J. Schakowsky (D-IL) and V. Hoyle (D-OR), to prop up Social 
Security and keep it solvent through 2096, through a new 12.4% tax on investment income for 
individuals making $200,000 ($250,000 for married couples). The CBO has warned in the past 
that without any Congressional action, SS (Social Security) would be depleted by 2033, resulting 
in reduced benefit payments beginning in 2034.  
   
Espousing President Biden’s tax on billionaires, Sen. R Wyden (D-OR), Chairman of the Senate 
Finance Committee, championed the Billionaires Income Tax to raise over $550 billion by taxing 
America’s wealthiest citizens in 2021 – which could serve as the foundation for the President’s 
proposal.   
  
Verdict: No chance to advance this Congress. Republicans and Democrats hold vastly different 
perspectives on taxing the wealthy.   
  
SALT Relief from an unlikely source   
  
A particular pain point for high-income tax states has been the TCJA’s cap on how much state 
and local taxes could be deducted from federal taxes. Democrats failed to advance any relief 
despite the persistence of a “No SALT, No Deal” wing of the party when they passed the 
Inflation Reduction Act of 2022.   
  
Who can find a way forward in this Gordian knot? Rep. George Santos (R-NY) has thrown his hat 
into the ring with his SALT Relief Act, which would increase the cap to $50,000 from the current 
$10,000. 
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Alas, given the strongly held belief among Congressional Republicans not representing high-
income tax districts that the SALT deduction is a giveaway to wealthy blue states, their desire to 
continue to use it as a pay-for when the TCJA provisions expire and combined with the general 
unpopularity of Rep. Santos in both parties makes this an uphill task.   
  
Verdict: Of all the bills listed, some form of SALT relief is the most practical given the desire of 
some Republicans and all Democrats to find a way forward. But with the majority of 
Congressional Republicans opposed a fix is not likely in 2023.   
   
Predicting Future Taxes (Is Not Easy)  
   
None of the above referenced legislative bills are likely to proceed in a divided government, 
unless, however unlikely, some walk across the aisle to vote with the other side. Therein lies the 
concern. The majority on both sides of the legislative branch is currently buoyed by the 
slimmest of margins. By 2024, we may no longer have a divided government. If one party comes 
out ahead after the elections, we know where each will drive their Tax agenda. An impossibility 
now can become a probability then. We know because we see where the lines have been drawn 
in the sand.  
   
Financial security professionals should engage their clients now on the important provisions of 
TCJA, and the potential changes forthcoming – either extension of current provisions or sunset 
after 2025, or somewhere in between. Hot topic items such as wealth tax, income tax, and 
estate tax should be addressed so that clients can begin planning and preparing for any of the 
proposed changes to go through.  
   


