
TAX REFORM

OUR POSITION 
ICSC supports tax reform that is focused on growing the economy 
in communities across the country, spurring investment and new 
development.  We have concerns about the direct and indirect 
economic impact of certain previous tax reform proposals, including 
elimination of like-kind exchanges, treatment of depreciation, business 
interest deduction and energy efficiency tax incentives.

A typical retail real estate company is organized as a pass-through 
entity or as a Real Estate Investment Trust (REIT). Some in our industry 
are concerned that we will not directly benefit from lower corporate 
tax rates, but will carry the burden of helping to finance the cost of 
rate reduction. This could materially and disproportionately harm 
real estate, the valuation of underlying assets, cash flow and capital 
formation, the institutions that are invested in retail real estate and the 
economy as a whole.

LIkE-kINd EXCHANGE: Previous tax reform discussion drafts have 
proposed elimination of Section 1031 like-kind exchange treatment for real 
property. The current like-kind exchange rules should be maintained for 
real property as they promote the efficient use of capital and cash flow by 
allowing taxpayers to shift to more productive like-kind property, change 
geographic location, diversify or consolidate holdings, or otherwise transition 
to meet changes in business needs. Furthermore, a study conducted by 
Ernst and Young exhibits that elimination of Section 1031 would against the 
stated goal of encouraging growth.

STRAIGHT-LINE dEPRECIATION: Previous tax reform discussion drafts have proposed extended depreciation lives 
considerably longer than the usable life for most commercial real estate, as a recent MIT/PwC report shows. The 
longer depreciation periods would result in higher capital costs for building owners, creating disincentives to upgrade 
and modernize the space for their tenants. ICSC applauds Congress for enacting a permanent 15-year depreciation 
schedule for tenant, restaurant and retail space to reflect consumers’ expectations and government regulations.

BUSINESS INTEREST dEdUCTION: Various tax reform proposals have suggested limiting or eliminating the ability 
to deduct the interest associated with business related debt. The use of debt instruments allows for more efficient 
deployment of capital and is important to maintaining a balanced finance structure for the industry. The proposed 
changes would disproportionately impact our industry and move our tax system to something similar to a gross 
receipts tax or VAT. 

ENERGy EFFICIENCy: Instead of total repeal, as proposed by previous discussion drafts, Section 179D should be 
revised with more effective rules encouraging the energy efficiency of buildings, such as providing for a sliding scale 
that would increase the amount of the incentive for retrofits with greater energy savings.

CAPITAl ConTRIbuTIon by A non-SHAREHoldER (SECTIon 118): State and local economic development 
incentives, especially those funded by state and local taxes, should be exempt from federal income taxes. It is 
inappropriate for the federal government to claim 35% of the value of tax increment and other financing provided to 
encourage economic development in a community.

ICSC looks forward to engaging with the tax-writing committees on how U.S. tax policy can truly provide growth and 
continued investment in America’s communities.

• based on the aftermath 
of the 1986 Tax Act, tax 
reform that is not carefully 
considered can have 
disastrous consequences for 
individuals, institutions and 
the economy as a whole. 

• Proposed changes would 
increase the rate on straight-
line depreciation recapture 
by over 58%.

• In 2011, leasehold 
improvement outlays of 
more than $15.5 billion 
added nearly $45 billion 
to the u.S. economy, and 
supported nearly 342,000 
jobs.

• limiting interest deductibility 
reduces long-run economic 
growth by $33 billion.

For more information contact Jennifer Platt at jplatt@icsc.org or 202-626-1404.



Sources: ICSC, Bureau of Economic Analysis, CoStar/JREPM, U.S. Census, NAIOP, NAREIT and Lazard Global Real Estate Securities.

Shopping CenterS are 
Major eMployerS

1 out of every 11 U.S jobs is 
shopping center-related 

(12.7 million).

Shopping CenterS are 
SMall bUSineSS

88% of U.S. shopping centers are 
neighborhood/community centers. 

almost half of these are occupied by 
locally-owned businesses.

Shopping CenterS are 
valUable U.S. aSSetS

the current value of 
shopping center real estate 

in the U.S. is $1.3 trillion. 

SALE

retail inveStMentS oUtperforM 
U.S. Market indiCeS

over the last 5 years: 
•	S&p 500 rose by 106.4% 
•	local retail reit index rose 

by 149.9% 
•	regional retail reit index 

rose by 227.8% 
•	1/4 of of all reits are 

shopping center-related.

 

Shopping CenterS are a CritiCal 
revenUe SoUrCe for CoMMUnitieS

•	local property taxes: 
$25.7 billion annually. 

•	State Sales taxes: 
$147.2 billion 
annually.

Shopping CenterS = 
eConoMiC developMent  

$45.8 billion spent annually 
in the construction of retail 

creates $108.4 billion in 
total economic activity for 
industries and labor up and 

down the supply chain.

HOW DO

Shopping 
CenterS

IMPACT 
oUr eConoMy?

Shopping CenterS are 
big bUSineSS

iCSC members represent 12% 
of the fortune 100. retail is the 

largest employer in more than half 
the states in the U.S.

Shopping Center jobS 
are More than jUSt retail

nearly 20% of shopping 
center tenants are non-retail 
(e.g. health care, logistics, 
education) and over 44% 
of retail occupations are 

unrelated to sales. Many of 
these jobs pay wages well 

above the national average.

Shopping CenterS 
drive U.S. gdp

two-thirds of the $17.7 trillion 
U.S. gdp comes from consumer 

spending on goods and services. 

To learn more, visit www.icsc.org




