
  

     

   

     NAIOP VIEWPOINT

�	Many elements of tax
 reform plans that have 
 been proposed in Congress  
 over the last several years  
 would have resulted in 
 serious damage to the 
 commercial real estate  
 industry. 

�	Altering depreciation  
 schedules on structures  
 and  leasehold improvements  
 to extend them beyond the  
 useful economic life of the
 asset creates a disincentive
 for upgrades and capital
 investment.

�	Eliminating longstanding  
 rules and policy providing
 for tax deferral of like-kind
 real estate exchanges, and  
 changing the tax treatment
 of real estate partnership 
 carried interest compensation,
 would cause severe disruption  
 in real estate markets.

  

     

OUR POSITION: Our nations’ tax code is outdated and is in need of 
comprehensive reform. NAIOP supports a simpler tax code that fosters broad-
based economic growth that will benefit the majority of Americans, increases our 
global competitiveness, and that is fair to the commercial real estate industry by 
recognizing the long-term nature of real estate investment. 

The last major rewrite of the tax code, the Tax Reform Act of 1986, resulted in  
unintended consequences that caused severe damage to the real estate sector.
Revisions to our tax code should be based on what is sound tax policy for the 
economy over the long term, and not on short-term budget considerations 
designed to raise federal revenue.    

NAIOP Believes Our Tax Code Should:

SPUR ECONOMIC GROWTH. Tax reform should lead to increased economic 
growth  and productivity across all economic sectors, and result in a simplified 
tax code that does not distort investment decisions to the detriment of the real 
estate industry.

REWARD ENTREPRENEURIAL RISK-TAKING WITH LOWER RATES ON CAPITAL 
GAINS. Lower capital gains tax rates provide a reward for those who take 
the inherent risk in making long-term capital investments. For real estate in 
particular, lower capital gains rates also offset the effects of inflation over a 
long period of time.

HAVE REALISTIC COST-RECOVERY AND DEPRECIATION RULES. Cost recovery 
and depreciation rules of structures and their component parts, including 
qualified leasehold improvements, should reflect the useful economic life of 
these structures.  

MAINTAIN CURRENT POLICY ON LIKE-KIND EXCHANGES. Current rules on tax 
deferral of like-kind property exchanges (Section 1031 exchanges) should 
be maintained. Eliminating or curtailing these rules would severely reduce 
transactions and needed investment in commercial real estate. 

TREAT REAL ESTATE CARRIED INTERESTS AS CAPITAL GAIN. Real estate 
partnership “carried interests” should continue to be treated as capital gains 
and not as ordinary income. This is compensation that is reward for risk in 
developing a capital asset.

PROVIDE ADEQUATE TRANSITION RULES. Changes in tax rules should not 
be applied retroactively, and should only apply to property not yet placed in 
service. Proper and adequate transitions rules that minimize any harmful 
impact upon real estate markets should be provided.
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