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With early 2022 Congressional focus turning to voting rights, January 6% investigations, the COVID Omicron surge, and the
soon to expire December 2021 ‘Continuing Resolution' which funds the Federal Government only through February 18, 2022,
the future and form of the Build Back Better Act (BBB) negotiations remain highly uncertain. Some commentators speculate that
even the largely symbolic Senate vote promised by Majority Leader Schumer in December may not take place until March, if at
all

Notwithstanding the crowded early 2022 legislative agenda and coming Washington pivot towards mid-term election initiatives,
many still believe Senator Manchin, President Biden and Democratic congressional leaders can coalesce around a more narrowly
tailored bill. By cherry-picking select pieces of BBB with broad bicameral support and committing to enact and fund for longer-
terms, perhaps Sen. Manchin’s objections related to fiscal irresponsibility and ‘budgetary gimmicks’ of short-term sunsetting
programs can be overcome. By dividing and conquering program by program, the President feels this signature legislation can at
least be partially resuscitated. "I think we can break the package up, get as much as we can now, and come back and fight for the
rest later," Biden stated during a January 19 news conference.

The most likely BBB initiatives for Democrats to pursue standalone appear to be the climate provisions, universal pre-
kindergarten, and making permanent some version of the expanded Child Tax Credit program (although likely subject to lower
income or other qualification requirements). On the chopping block would seem to be immigration and drug pricing initiatives
(already scrutinized by the Senate parliamentarian as outside the scope of Budget Reconciliation rules), tuition-free community
college, and Medicare and Medicaid benefit expansion and supplements. Wildcard provisions from the House version of the bill
include State and Local Tax (SALT) deduction cap relief (inserted to secure passage of the broader bill in the House), affordable
housing programs and subsidies, broad investments to bolster IRS resources and enforcement, and select environmental
programs and tax credits characterized by some as more special interest ‘pork’ than necessary elements of combatting climate
change.

So how might a smaller version of Build Back Better impact the scope and structure of the originally proposed tax and funding
measures? This will largely depend on the magnitude of each proposed spending program and the perceived ease of
implementing, administering and enforcing the requisite tax funding. While the 10-year $800B international and corporate tax
revenue projected by the Congressional Budget Office (CBO) could likely cover the entire tab for a more tailored bill, many
believe swift implementation and enforcement - particularly international - could prove challenging. Thus, the growing consensus
is that some combination of domestically focused business and individual tax revenue raisers may prove to be the path of least
resistance. This plus the President’s campaign theme of making the wealthiest American individuals and corporations ‘pay their
fair share’ makes the threat of potentially adverse 2022 tax legislation a legitimate possibility.

While the ultimate timing and scope of tax changes remain uncertain, there is definitely incentive for congressional Democrats to
move quickly under the threat of midterm election losses and the loss of at least one chamber likely — based on historical mid-
term outcomes.

We will continue to monitor and report as the possibility of a 2022 Build Back Better 2.0 continues to evolve. In the meantime,
we encourage you to work with your Pathstone team to discuss how you can best utilize current opportunities while maximizing
flexibility for an unpredictable future.
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Disclosure

This communication and its content are for informational and educational purposes only and should not be used as the basis for
any investment decision. The information contained herein is based on publicly available sources believed to be reliable but is
not a representation, expressed or implied, as to its accuracy, completeness or correctness. No information available through
this communication is intended or should be construed as any advice, recommendation or endorsement from us as to any legal,
tax, investment or other matters, nor shall be considered a solicitation or offer to buy or sell any security, future, option or other
financial instrument or to offer or provide any investment advice or service to any person in any jurisdiction. Nothing contained
in this communication constitutes investment advice or offers any opinion with respect to the suitability of any security, and this
communication has no regard to the specific investment objectives, financial situation and particular needs of any specific
recipient. Past performance is no guarantee of future results. Additional information and disclosure on Pathstone is available
via our Form ADV, Part 2A, which is available upon request or at www.adviserinfo.sec.gov.

Any tax advice contained herein, including attachments, is not intended or written to be used, and cannot be used, by a taxpayer

for the purpose of (i) avoiding tax penalties that may be imposed on the taxpayer or (ii) promoting, marketing or recommending
to another party any transaction or matter addressed herein.
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