
 

 

U .S . Pres iden t Joe Biden’s 
American Families Plan would 
increase estate, capital gains and 
income tax rates, as well as 
exposure to the gift tax. The 
proposals will adversely affect 
many Canadians with U.S. assets 
and U.S. citizens residing in 
Canada. 

U.S. Estate Tax 

The Internal Revenue Service (IRS) 
can tax Canadians on their U.S. 
assets upon death, but not on their 
worldwide assets. U.S. assets for 
Canadians include U.S. stocks, 
mutual funds, life insurance policies, real estate and even boats. Under the 2017 Tax Cuts 
and Jobs Act, Canadians with U.S. assets at death are exempt from U.S. estate tax where 
their Canadian and worldwide assets have a market value of less than US $11.7 million 
(the exemption amount). That’s obviously a high bar, and most Canadians with a 
personal-use Florida condo will be under the exemption amount and pay no U.S. taxes 
when they die. Under the Biden plan however, the exemption amount on worldwide 
assets is expected to drop to US $3M to $5M.  

What does this mean for Canadians?: A Canadian who dies with U.S. real estate in their 
name personally, and a worldwide estate above the new exemption amount would be 
subject to estate tax on their U.S. property’s market value -not the gain as is the case 
under the Canadian tax system. Proposed tax rates under the Biden initiative are as high 
as 65%, meaning that financial planning and professional tax advice is crucial to 
maximizing the value of your estate.  



 

Capital Gains, Gift Tax and Income Tax 

Currently there are two rates for U.S. 
capital gains tax: short-term and long-
term. For sales of U.S. investments held 
for less than one year, the rate is 39%. 
When the investment is held for more 
than a year, the long-term tax rate is 20%. 
Under the Biden plan, the 39% rate will 
a p p l y t o a n y g a i n s o v e r $ 1 M . 
Additionally, Biden plans to eliminate the 
“step up” in cost basis on death, which 

resets an asset’s capital gains at fair market value on the date of death (unlike here in 
Canada). This would result in a forced recognition of unrealized gains when assets are 
transferred at death.  

Much Uncertainty 

What should Canadians and U.S. citizens living in Canada do? It’s time for clients to 
review their cross-border tax planning as there will likely be lower exemptions and a 
higher transfer tax on death. The changes are expected to go into effect on January 1st, 
2022 and are not likely to be retroactive. So there’s time to plan now.  

Be safe, be well! 
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