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House Ways and Means Committee Proposes Cutback in Benefits of  

Synthetic Equity in S ESOP Companies 
 
While precise legislative language is not available at this time, a summary of legislation 
introduced today by Chair of the House Ways and Means Committee, Charles Rangel [D-
NY], has as a so-called loophole closer, a provision that impacts an S ESOP corporation’s 
granting stock options to employees.  Note, the proposal does not impact the underlying 
tax treatment of the S corporation’s taxable income pro rated to the ESOP’s ownership 
share. 
 
This email contains the best information on the proposal at this time below. 
 
The Board of Directors of The ESOP Association, of which all corporate members are S 
ESOP companies, will immediately begin a review process of the proposal to fine tune 
the Association’s posture to the Congress about this proposal.  It will supposedly raise 
$600 million over ten years, or a mere $60 million per year, in order to help pay for a 
near $400 billion reduction in corporate income taxes due to a proposed rate cut in the C 
corporation current rate of 35% to 30.5%, a proposal initiated by the Administration.  
Note the Treasury Department recommended a proposal in August that would have 
eliminated all ESOP tax benefits to raise $23 billion over 10 years. 
 
“The ESOP Association’s historical posture is to be aggressive in protecting ESOP law 
and ESOP companies, as one set back often emboldens ESOP cynics to seek more ESOP 
cutbacks later,”  said ESOP Association President and Chief Staff Officer Michael 
Keeling.  “As noted when the Treasury Department recommended doing away with all 
ESOP tax benefits to pay for a corporate rate reduction in the name of making America 
more competitive, it is ludicrous to cut back on a program—employee ownership through 
ESOPs—that has proven to more often than not create a high performing, competitive 
company that is fair to employees.  On the other hand, we are pleased that the Democratic 
leadership of Ways and Means did not endorse the more anti-ESOP proposal embedded 
in the Treasury Department recommendation in August.” 
 



The ESOP Association will work with its ESOP friends on the Committee, both 
Democrat and Republican, to be sure misguided proposals that hurt ESOP companies are 
not part of some false concept that ESOPs do not help U.S. companies be more 
competitive. 
 
The language from the proposal is below.  When more information is available, it will be 
shared with Association members. 
 
 


