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November 5, 2017 

 

The Honorable Kevin Brady 

Chairman 

The Committee on Ways and Means 

U.S. House of Representatives 

1102 Longworth House Office Building 

Washington, DC 20515 

 

The Honorable Richard Neal 

Ranking Member 

The Committee on Ways and Means 

U.S. House of Representatives 

1102 Longworth House Office Building 

Washington, DC 20515 

 

Dear Sirs: 

 

On behalf of the National Association of Enrolled Agents (NAEA), it is an honor to present you 

with these comments on H.R. 1, the Tax Cuts and Jobs Act of 2017. NAEA represents the interests 

of over 53,000 enrolled agents nationwide. Enrolled agents are tax experts, licensed by the 

Department of Treasury. They must pass a thorough three-part Treasury-administered exam 

covering all elements of the Internal Revenue Code. Additionally, they are subject to background 

checks and must meet continuing education and ethics requirements to continue as enrolled agents 

in good standing. 

 

As practitioners, our immediate concern with any new tax provision is whether it significantly 

increases complexity for taxpayers and administrative burdens for the Internal Revenue Service 

(IRS). The creation in the Internal Revenue Code of provisions where taxpayers can obtain 

significant tax savings by undergoing complicated organizational restructurings or income 

recharacterizations is an inefficient use of capital and business focus. Additionally, these types of 

arrangements place an incredible strain on the IRS’ limited resources as they attempt to sort out 

the legitimate from the questionable situations.  

 

Upon review of H.R. 1, many of our members have voiced deep concerns about section 1004 – 

Maximum Rate on Income of Business Owners. This provision will create a strong incentive for 

taxpayers to reorganize as pass-through entities and recharacterize ordinary income as business 

income to obtain the lower rate. This will not only shrink the tax base without a corresponding 

increase in productivity or business investment, but also will make filing a tax return significantly 

more complicated and will force the IRS to devote substantial resources to auditing many more 

small businesses. We strongly urge Congress to reconsider this provision or at the very least 

significantly simplify it.   

 



Along these same lines, many enrolled agents were disappointed to discover that Congress has not 

taken the significant step toward simplification of repealing the rules pertaining to carried interest.  

While not available for ordinary taxpayers, we believe the provision engenders contempt for the 

fairness of the Internal Revenue Code by treating similarly situated taxpayers differently.  

 

Section 1202 provides that an unborn child may be treated as a designated beneficiary under a 

Section 529 plan. As a practical matter, to open a 529 plan, a taxpayer must have the name, Social 

Security number, and date of birth of the child. Due to significant administrative problems, we 

would urge it not be included in the final bill. We do ask that you consider simplifying the reporting 

requirements for distributions from Coverdell and 529 plans to avoid the common problem of IRS 

sending non-compliance notices to taxpayers for legitimate qualifying educational expenses. 

 

NAEA supports the enhancement of the child tax credit and the new family credit under Section 

1101 as a means of mitigating the potential harm to large families of repealing the personal 

exemption and other family oriented deductions. We are concerned, however, about sunsetting 

these enhancements after December 31, 2022. Our experience is that temporary tax provisions 

have proven themselves to be not only complex on a practical tax planning level, but unfair to 

families trying to plan for the future. We would urge Congress to make these changes permanent. 

 

Finally, our members work very closely with taxpayers and have found that certain deductions are 

not only fair but necessary for hard working Americans. Among these are the deductions for 

personal casualty losses, medical expenses, dependent care assistance and expenses attributable to 

the trade or business of being an employee. We are extremely concerned that repealing these 

deductions will hurt taxpayers who can least afford it. We ask that you reconsider the repeal of 

these provisions.  

 

We were heartened to find that Congress included a number of the simplification proposals from 

our Tax Reform White Paper (https://www.naea.org/advocacy/comments-letters/NAEA-

Government-Relations-Committee-Releases-Specific-Tax-Reform-Proposals-2017), such as the 

repeal of the alternative minimum tax, indexing the Child Tax Credit and the deduction for 

charitable mileage rate, and simplifying retirement plan rules. We applaud inclusion of these 

changes. We understand that the reconciliation budget rules governing the tax reform bill preclude 

the inclusion of minimum standards for unenrolled tax preparers, but we look forward to 

continuing our work with your committee as you develop a bill for reforming the IRS.  

 

As the tax reform bill makes its way through Congress, we look forward to continuing our dialog 

with the Committee on Ways and Means and its members. Thank you for considering our 

comments. 

 

Sincerely,  

 
James R. Adelman, EA 

President 

National Association of Enrolled Agents (NAEA) 
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