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REPEAL DEFERRAL OF GAIN FROM LIKE-KIND EXCHANGES 

Current Law  

Currently, owners of appreciated real property used in a trade or business or held for investment 
can defer gain on the exchange of the property for real property of a “like-kind.” As a result, the 
tax on the gain is deferred until a later recognition event, provided that certain requirements are 
met. 

Reasons for Change 

The proposal would treat the exchanges of real property used in a trade or business (or held for 
investment) similarly to sales of real property, resulting in fewer distortions. The change would 
raise revenue while increasing the progressivity of the tax system. It would also align the 
treatment of real property with other types of property. 

Proposal  

The proposal would allow the deferral of gain up to an aggregate amount of $500,000 for each 
taxpayer ($1 million in the case of married individuals filing a joint return) each year for real 
property exchanges that are like-kind. Any gains from like-kind exchanges in excess of $500,000 
(or $1 million in the case of married individuals filing a joint return) in a year would be 
recognized by the taxpayer in the year the taxpayer transfers the real property subject to the 
exchange.  

The proposal would be effective for exchanges completed in taxable years beginning after 
December 31, 2023. 
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