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Filing season’s over but Wyden’s still committed to bipartisan tax package

Senate Finance Committee Chairman Ron Wyden, D-Ore., indicated this week that he remains intent on
advancing the Tax Relief for American Families and Workers Act (H.R. 7024)—the bipartisan tax legislation he
negotiated with House Ways and Means Committee Chairman Jason Smith, R-Mo.—even though the measure
remains stuck in the Senate and the end of the 2024 tax filing season, which was once considered the unofficial
target date for getting the bill to President Biden’s desk, is now in the rearview mirror.
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https://www.congress.gov/bill/118th-congress/house-bill/7024/text

In comments at an April 16 Finance Committee hearing on the Biden administration’s fiscal year 2025 budget
request for the IRS, Wyden said he and Smith are “pulling out all the stops” to move the tax bill forward, and
he warned his colleagues that failure to get the House-approved measure through the Senate will result in
continued fraud in the pandemic-era employee retention tax credit (ERTC) program and the loss of “billions of
dollars” in federal revenues. (See separate coverage in this edition for a discussion of the IRS budget issues
addressed at the hearing.)

ERTC restrictions pay for business and family tax breaks

The ERTC was enacted in the 2020 Coronavirus Aid, Relief, and Economic Security Act (CARES Act, P.L. 116-136)
as an emergency measure to help cash-strapped businesses keep employees on their payrolls in the wake of
the nationwide economic shutdown brought on by the COVID-19 pandemic. The credit is limited to certain
wages paid in 2020 and 2021 but may be claimed through April 15, 2024 (for tax year 2020) and April 15, 2025
(for tax year 2021). Critics of the provision have argued since its enactment that the program has a high
potential for fraud, and those concerns have mounted in recent months following reports that some
unscrupulous third-party promoters have been marketing the credit to unsuspecting businesses who were not,
in fact, eligible to take advantage of it.

URL: https://www.congress.gov/116/plaws/publ136/PLAW-116publ136.pdf

The Smith-Wyden measure would clamp down on improper ERTC claims by accelerating the deadline for filing
additional claims for the credit to January 31, 2024, imposing new reporting requirements and restrictions on
promoters of the credit, and extending by one year the statute of limitations for the IRS to assess penalties on
improper claims.

These provisions, which the nonpartisan Joint Committee on Taxation staff has estimated would raise some
$78.6 billion over 10 years, would offset the cost of various temporary business and family-focused tax relief
provisions in the bill that, among other things, would:

URL: https://www.jct.gov/publications/2024/jcx-5-24/

e Reverse (through 2025) certain business-unfriendly tax provisions related to the treatment of research
expenditures, bonus depreciation, and the deduction for business interest expenses that were included
in the Tax Cuts and Jobs Act (P.L. 115-97) but did not take effect until several years after that measure
was enacted;

URL: https://www.congress.gov/115/plaws/publ97/PLAW-115publ97.pdf

e Enhance the child tax credit; and

e Expand the low-income housing tax credit.

The bill cleared the House by a vote of 357-70 on January 31 but has failed to advance in the Senate, where a
contingent of Republicans, led by Finance Committee ranking member Mike Crapo, R-Idaho, have demanded
changes, including, most notably, elimination of a lookback rule in the child tax credit provision that would
allow taxpayers to qualify for the expanded credit (for tax years 2024 and 2025) based on their prior-year
income—something critics of the provision believe would disconnect the credit from work.
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Other Republicans—including Finance Committee member Thom Tillis of North Carolina—have argued that the
ERTC provision is not a legitimate offset since the credit was not paid for when it was enacted in the CARES
Act. Some GOP senators also reportedly would prefer to delay action on the legislation until 2025 in the belief
that they would be able to strike a better deal if the GOP wins control of the Senate in this November’s
elections and Crapo takes the gavel at the Finance Committee. Back channel efforts between Wyden and
Crapo to negotiate a compromise over the past few weeks have thus far been unsuccessful.

‘Avalanche’ of ERTC fraud

At this week’s Finance Committee hearing, Wyden acknowledged that the ERTC provided a valuable lifeline to
businesses during the pandemic, but he stated that based on information he has received from “a
whistleblower” there is “an avalanche” of fraudulent claims currently being submitted to the IRS that is
“choking” the agency’s resources and delaying the payment of refunds to taxpayers who are legitimately
entitled to the benefit.

Wyden asked IRS Commissioner Daniel Werfel—the sole witness at the hearing—to offer his assessment of the
likely consequences to the fisc and to the tax system if the Senate does not act on the legislation.

Werfel replied that the IRS issued a moratorium on processing new claims in September of 2023 in response to
arise in “questionable” claims coming into the agency during the preceding summer.

“We were worried, not just about the financial bottom line of the US government,” Werfel said, “but also
about honest small businesses that we saw were being taken advantage of by aggressive marketers and
promoters convincing these small businesses that they were eligible for a credit they weren’t truly eligible for.”

But even with the moratorium in place, Werfel explained, the IRS is still receiving 20,000 new claims every
week “because the [CARES Act] allows these claims to be submitted through 2025 and these promoters are out
there still pushing for these claims to be filed.”

The Smith-Wyden bill would give the IRS the tools it needs to crack down on the fraudulent claims, Werfel said,
adding that once those claims are weeded out the agency would be better positioned to identify, process, and
pay out legitimate claims for the credit filed by tax-compliant businesses.

Crapo: Tax talks still at a ‘standstill’

Finance Committee Republicans did not address any of Wyden’s comments about the tax bill during the
hearing, nor did they pose questions to Commissioner Werfel about the IRS’s experiences with improper ERTC
claims. Outside of the hearing room, however, they piled on, expressing several concerns about the bill,
including some related to its ERTC budget offset.

Sen. Crapo told reporters on April 16 that his negotiations with Sen. Wyden remain “at a standstill” and
accused Democrats of “trying to just cram the bill down on the [Senate] floor.”
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Crapo also expressed a concern about ERTC provision that has been bubbling up among some segments of the
GOP—namely, that proposing an offset for extensions of current law would be setting a risky precedent for
Congress as lawmakers face the prospect of addressing the myriad provisions in the Tax Cuts and Jobs Act
affecting individuals, estates, and passthrough entities that are scheduled to expire at the end of next year.

When it was enacted in 2017, the TCJA was estimated to cost, on net, about $1.5 trillion over 10 years. But
budget scorekeepers now estimate that making the law’s individual tax changes permanent and preventing the
phase-in of certain taxpayer-unfavorable business provisions that are also scheduled to take effect after 2025,
would cost between $3.5 trillion and $4 trillion.

“l just want to make sure that if the [Wyden-Smith] bill goes, if we [are] able to work out our differences and
get something done, I’'m trying to be sure that it’s very clear that this is not a precedent,” Crapo said on April
17.

It should be noted, though, the Crapo’s concern in this regard is not necessarily universal among Republicans,
with some GOP taxwriters on the other side of the Capitol suggesting this week they were dubious that the
ERTC offset would undercut their tax policy arguments next year.

“I don’t know that it sets a precedent or a structure going forward as we look at TCJA,” said House Ways and
Means Committee member Ron Estes, R-Kan. “I think there’s a lot of positive things when you do the whole
[TCJA] package together. So | think it’s not necessarily a good comparison.”

To be clear, though, Senate Republicans this week continued to put very little daylight between themselves
and their lead taxwriter.

“There’s no way they [get] me [to] ‘yes,”” said Finance Committee member Thom Tillis of North Carolina, who,
as already noted, is a staunch critic of the bill’s ERTC changes. “They may get Crapo to ‘yes,’ if they negotiate
with him.”

“If they don’t then | think Republicans will probably keep it from moving forward.”
No imminent plans for Senate floor action

Senate Majority Leader Charles Schumer, D-N.Y., placed the House-passed bill on the Senate calendar in
March, an action that would allow him to bypass the Finance Committee and bring it directly to the floor.
Schumer recently conceded, however, that even though the package has support on both sides of the aisle, it
still lacks the 60-vote supermajority it would need to overcome procedural hurdles in the chamber and he
currently appears reluctant to force a vote that would ultimately fail. In a letter to his Senate colleagues earlier
this month outlining his near-term legislative agenda for the chamber, Schumer made only a passing reference
to the tax bill as an item that could be considered “in the weeks and months ahead.” (For prior coverage, see
Tax News & Views, Vol. 25, No. 14, Apr. 12, 2024.)
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URL:
https://www.democrats.senate.gov/imo/media/doc/majority_leader_schumer_dear_colleague_on_senates_busy agen
dal.pdf

URL: https://dhub.deloitte.com/Newsletters/Tax/2024/TNV/240412_1.html

Nonetheless, Finance Committee Chairman Ron Wyden suggested that he is not abandoning his quest to find
60 supportive senators and commented that his House GOP counterpart, Ways and Means Chairman Jason
Smith, has been conducting outreach efforts of his own.

“I had a long conversation with Chairman Smith last night . . . ,” Wyden told reporters April 16. “We talk
constantly and he’s been reaching out to a lot of Senate Republicans, and Senate Republicans are coming up to
me and asking questions.”

— Alex Brosseau and Michael DeHoff
Tax Policy Group
Deloitte Tax LLP

IRS offers limited penalty relief to corporations that do not pay estimated income
tax attributable to corporate AMT liability

The Internal Revenue Service on April 15 released Notice 2024-33, which grants limited penalty relief for
corporations that do not pay estimated income tax related to a corporate alternative minimum tax (CAMT)
liability with respect to the estimated tax installment payments due on or before April 15, 2024, or on or
before May 15, 2024 in the case of a fiscal year taxpayer with a taxable year beginning in February 2024.
URL: https://www.taxnotes.com/research/federal/irs-guidance/notices/irs-provides-limited-penalty-relief-corporate-
amt-taxpayers/7jf7r

The 15 percent CAMT, which was enacted in the Inflation Reduction Act of 2022 (P.L. 117-169), is imposed on
“adjusted financial statement income” of applicable corporations and is effective for taxable years beginning

after December 31, 2022.
URL: https://www.congress.gov/117/plaws/publ169/PLAW-117publ169.pdf

Find out more

A new alert from Deloitte Tax LLP provides an overview of the notice.
URL: https://dhub.deloitte.com/Newsletters/Tax/2024/TNV/240419 2_suppA.pdf

— Michael DeHoff
Tax Policy Group
Deloitte Tax LLP
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No surprises as Finance Committee Democrats, Republicans spar over FY 2025 IRS
funding proposals

Senate taxwriters were, as expected, divided largely along party lines as they discussed details of the Biden’s
administration’s plans to fund the Internal Revenue Service for fiscal year 2025 with IRS Commissioner Daniel
Werfel during an April 16 Finance Committee hearing.

Administration’s proposal

The White House plan proposes to maintain the IRS’s regular operating budget—that is, funding provided
under the annual appropriations process—for fiscal year 2025 at $12.3 billion, a level consistent with its fiscal
year 2023 and 2024 allocations, as agreed to by President Biden and then-House Speaker Kevin McCarthy, R-
Calif., in the Fiscal Responsibility Act of 2023 (P.L. 118-5) in June of last year and affirmed this past January in a
handshake deal on government funding between current Speaker Mike Johnson, R-La., and Senate Majority
Leader Charles Schumer, D-N.Y.

URL: https://www.congress.gov/118/plaws/publ5/PLAW-118publ5.pdf

The budget plan also calls for extending the special mandatory funding allocation for the IRS enacted under the
Inflation Reduction Act of 2022 (P.L. 117-169) to strengthen the agency’s enforcement and compliance

operations, modernize its information technology systems, and improve its taxpayer service functions.
URL: https://www.congress.gov/117/plaws/publ169/PLAW-117publ169.pdf

As enacted, the Inflation Reduction Act provided $80 billion in mandatory funding for the IRS through 2032;
however, $20 billion of that amount was subsequently reallocated to other budget priorities in keeping with
what the president and congressional leaders have agreed to as part of their recent spending accords. The
administration’s budget plan proposes to backfill that reduction by making the mandatory funding stream
available through 2034 —that is, for the additional years covered by the 10-year budget window in the fiscal
year 2025 blueprint. In total, the agency would receive $104.3 billion in mandatory funding through 2034, with
about half of that dedicated to enforcement, and lesser amounts dedicated to technology and operations
support, taxpayer services, and business systems modernization. (For details on all of the tax proposals in the
president’s FY 2025 budget blueprint, see Tax News & Views, Vol. 25, No. 11, Mar. 12, 2024.)

URL: https://dhub.deloitte.com/Newsletters/Tax/2024/TNV/240312_1.html

Democrats laud new compliance efforts

Democrats at this week’s Finance Committee hearing contended that the IRS thus far has effectively managed
its new mandatory funding infusion by hiring specialized examiners and overhauling its information technology
systems so that it can unwind complex tax returns filed by multinational corporations, large partnerships, and
high-wealth individuals and identify potential tax-avoidance or tax-abuse transactions among these segments
of the tax base, all as part of its ongoing effort to narrow the “tax gap” —the difference between the amount of
tax owed to the government and the amount actually paid and collected on a timely basis.

Tax News & Views Page 6 of 12 Copyright © 2024 Deloitte Development LLC
April 19, 2024 All rights reserved.


https://www.congress.gov/118/plaws/publ5/PLAW-118publ5.pdf
https://www.congress.gov/117/plaws/publ169/PLAW-117publ169.pdf
https://dhub.deloitte.com/Newsletters/Tax/2024/TNV/240312_1.html

In his opening statement at the hearing, Finance Committee Chairman Ron Wyden, D-Ore., touted the IRS's
recent announcement of new enforcement initiatives focused on nonfiling among high-wealth individuals and
improper deductions involving personal use of business aircraft, and suggested that the agency launch a
separate initiative to examine improper deductions for personal use of business-owned yachts. He also warned

of the moral hazards that would arise if the agency is not adequately funded.

URL: https://www.irs.gov/newsroom/irs-launches-new-effort-aimed-at-high-income-non-filers-125000-cases-focused-
on-high-earners-including-millionaires-who-failed-to-file-tax-returns-with-financial-activity-topping-100-billion

URL: https://www.irs.gov/newsroom/irs-begins-audits-of-corporate-jet-usage-part-of-larger-effort-to-ensure-high-
income-groups-dont-fly-under-the-radar-on-tax-responsibilities

“If Congress continues to cut the IRS’s funding—or if the Inflation Reduction Act funding expires and Congress
doesn’t add more—we know what is going to happen. Wealthy tax cheats will have an easier time getting
away with breaking the law. And it’ll be misery and higher costs for typical American taxpayers who are just
trying to do their civic duty when tax filing season comes around every spring,” he said.

Democratic taxwriter Mark Warner of Virginia commented that if noncompliant taxpayers simply paid what
they owe, Congress would be under less pressure to find new revenue offsets to pay for tax relief proposals
and new spending programs. He asked Commissioner Werfel to elaborate on how the IRS is using the Inflation
Reduction Act funds to chip away at the tax gap.

Werfel replied that, in addition to the enforcement programs mentioned by Chairman Wyden, the IRS has
deployed the new enforcement funding to launch compliance initiatives to address wealthy filers who haven’t
paid their recognized tax debts, potential corporate abuses of transfer pricing rules, and potential tax

avoidance among large partnerships.
URL: https://www.irs.gov/newsroom/irs-ramps-up-new-initiatives-using-inflation-reduction-act-funding-to-ensure-
complex-partnerships-large-corporations-pay-taxes-owed-continues-to-close-millionaire-tax-debt-cases

According to Werfel, IRS compliance efforts launched with the Inflation Reduction Act funding infusion and
sustained with the additional $104 billion that the administration has requested in its budget blueprint could
generate a total of nearly $S700 billion in revenue over 10 years.

Republicans wary of ‘just-spend-more’ approach

Finance Committee Republicans countered that the IRS actually has little to show for its $80 billion funding
windfall from the Inflation Reduction Act, particularly in the area of taxpayer service.

Service metrics: Commissioner Werfel told the panel in his opening statement that the agency has deployed a
chunk of the new funds to hire additional ground-level employees to answer the phones, staff walk-in service
centers, and process returns and taxpayer correspondence. It also has enhanced its telephone technology with
features such as call-back options and automated chatbots to reduce call waiting times, and enhanced the
irs.gov site to make it easier for taxpayers to submit documents and interact with the agency online, he added.
The results of that investment, he said, are borne out in statistics from the just-concluded filing season, which
indicate that as of April 6 the IRS received over 101 million individual returns and issued nearly 67 million
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refunds totaling $201 billion. Phone service statistics showed a call answer rate of 88 percent (up from 15
percent in 2022) and an average wait time of 3 minutes, he added.

Finance Committee ranking member Mike Crapo, R-Idaho, acknowledged that the IRS has made “modest
progress” in the area of service but suggested that its overall achievements to date have been less than
impressive.

“For $80 billion, one would expect transformational customer service changes and fully modern front- and
back-end IT,” he said in his opening statement. “Instead, it seems taxpayers have paid for mail to actually be
opened and a decline in phone wait times.”

The fact that the White House is now requesting additional mandatory funding, Crapo said, “underscores that
the initial windfall was not a cure, the IRS has not transformed, and the president believes the only way to
realize that vision is to just spend more.”

Crapo asked Werfel to explain just how much additional mandatory funding the administration intends to
request before it can achieve its vision of a transformed IRS.

Werfel replied that the administration’s latest budget request is based in part on the fact that the IRS has had
to rely on the Inflation Reduction Act funding to help subsidize its regular operating budget, which has
remained largely unchanged since 2010 even though the tax system has become more challenging since then
because of a significant increase in the number of filers, the advent of the gig economy, and increasing
complexity in the tax laws.

“What we’re asking for in the new funding,” he said, is to “create a new baseline so as the tax system
continues to grow, we have the right set-up to run the train schedules that are created by the tax code.”

The budget request also is intended to address the fact that the Inflation Reduction Act funding allocations
across the IRS’s various program areas runs out on a staggered basis over the legislation’s 10-year budget
window, Werfel added—noting, for example, that additional funds for taxpayer services are scheduled to lapse
in 2026 and funds for technology modernization expire in 2028 and 2029. The new funding, he said, would
address these “cliffs” and allow the IRS to maintain the improvements it made in the earlier years of the
Inflation Reduction Act’s budget window.

Responding to Crapo and other Republicans who pointed to continuing weaknesses in the IRS’s taxpayer
services operations and chided the agency for taking what Crapo called “a victory lap” based on the most
recent tax filing season results, Werfel acknowledged that the agency still has “more work to do” to improve
its interactions with taxpayers.

“Things are trending better,” Werfel said in response to a question from North Carolina Republican Sen. Thom
Tillis, “but that doesn’t mean we’re done.”
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Audit red lines: Republicans also criticized what they contend is an imbalance between the Inflation Reduction
Act’s funding allocations for enforcement (roughly $45 billion over 10 years, as enacted) and taxpayer services
(S3 billion over 10 years) and expressed concern that small businesses and middle-class taxpayers would be
ensnared in new IRS compliance initiatives.

Republican taxwriter John Barrasso of Wyoming asked Werfel how these taxpayers can be assured that they
will be protected from undue audit scrutiny.

Werfel replied that the IRS’s focus on auditing large corporate and high-wealth taxpayers reflects his
“marching orders” from the Treasury Department.

In a subsequent exchange with Democratic taxwriter Robert Casey of Pennsylvania about the IRS’s audit
priorities, Werfel, alluding to the concerns Barrasso raised moments earlier, reiterated that Inflation Reduction
Act funding must be “exclusively used on enforcement of high-wealth [individuals], complex organizations,
large partnerships, and large corporations.”

“If you’re a mom-and-pop [business or a] middle- or lower-income [individual], there is no wave of audits
coming under the Inflation Reduction Act,” Werfel said. “The audit rate you had the day before the Inflation
Reduction Act [became law], which was historically low, is the same audit rate you had the day after, the same
audit rate you have today, and the same audit rate you’ll have into the future.”

IRS releases FY 2023 data book

In a related development, the IRS on April 18 released its latest annual data book with detailed statistics on
returns filed and taxes collected, enforcement activity, taxpayer assistance, the IRS budget and workforce, and
other selected topics for FY 2023.

URL: https://www.irs.gov/pub/irs-pdf/p55b.pdf

Among its highlights, the new data book reveals that in 2023, the IRS:

e Collected nearly $4.7 trillion in gross taxes, processed almost 271.5 million tax returns and other forms,
and issued about $659.1 billion in tax refunds;

e Closed 582,944 tax return audits, resulting in $31.9 billion in recommended additional tax; and

e Assisted nearly 60.3 million taxpayers who called or visited an IRS office.

The data book also notes that the irs.gov website received more than 880.9 million visits and taxpayers
downloaded about 538.1 million files.

In an April 18 news release, the IRS noted that the statistics in the data book reflect the impact of the Inflation
Reduction Act funding on the agency’s operations. Because of the additional customer service staff hired with
Inflation Reduction Act funds, for example, the IRS was able to answer nearly 27.3 million phone calls in FY

2023 —a 25 percent increase from FY 2022. The IRS also used Inflation Reduction Act funds to open or reopen
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more than 50 Taxpayer Assistance Centers in FY 2023 that were closed during the pandemic, resulting in more
than 1.6 million in-person customer contacts for the agency at 363 centers across the nation in FY 2023 —up 18
percent from FY 2022.

On the compliance side, the release also noted that while the IRS used its new funding infusion to ramp up its
enforcement and collections efforts focusing on high-wealth individuals who either did not file returns or
underreported their tax liability, there was no increase in audits of tax returns for taxpayers making under
$400,000 per year in FY 2023.

—  Michael DeHoff
Tax Policy Group
Deloitte Tax LLP

House taxwriters approve provisions narrowing eligibility for clean vehicle credit

The House Ways and Means Committee this week approved along party lines two bills intended to narrow the
scope of new vehicles that qualify for the clean vehicle tax credit enacted in the Inflation Reduction Act. (P.L.
117-169). The measures were included among a total of six trade-related bills that cleared the panel during an
April 17 mark-up.

URL: https://www.congress.gov/117/plaws/publ169/PLAW-117publ169.pdf

End Chinese Dominance of Electric Vehicles in America Act

The End Chinese Dominance of Electric Vehicles in America Act (H.R. 7980), sponsored by Rep. Carol Miller, R-
W.Va., would address what Miller has described as “key loopholes” in Treasury Department rules outlining
eligibility for the tax credit for new clean vehicles—commonly known as electric vehicles, or EVs.

URL: https://gop-waysandmeans.house.gov/wp-content/uploads/2024/04/H.R.-7980-Bill-Text.pdf

URL: https://miller.house.gov/media/press-releases/miller-introduces-end-chinese-dominance-electric-vehicles-
america-act-2024

The bill, which passed Ways and Means by a vote of 22-18, is estimated by the Joint Committee on Taxation
(JCT) staff to raise $660 million over 10 years.

According to a JCT description of current law, “[v]ehicles with any applicable critical minerals in the battery
that are extracted, processed, or recycled by a foreign entity of concern that are placed in service after
December 31, 2024 or vehicles with any components contained in the battery of the vehicle that are
manufactured or assembled by a foreign entity of concern that are placed in service after December 31, 2023

do not qualify for the credit.”
URL: https://www.jct.gov/publications/2024/jcx-11-24/

Tax News & Views Page 10 of 12 Copyright © 2024 Deloitte Development LLC
April 19, 2024 All rights reserved.


https://www.congress.gov/117/plaws/publ169/PLAW-117publ169.pdf
https://www.congress.gov/117/plaws/publ169/PLAW-117publ169.pdf
https://gop-waysandmeans.house.gov/wp-content/uploads/2024/04/H.R.-7980-Bill-Text.pdf
https://miller.house.gov/media/press-releases/miller-introduces-end-chinese-dominance-electric-vehicles-america-act-2024
https://www.jct.gov/publications/2024/jcx-11-24/

The bill passed this week, according to the JCT, would broaden that restriction by denying the credit to
“vehicles that have any components contained in the drive battery or any material contained in such
components that are extracted, processed, recycled, manufactured, or assembled by a prohibited foreign
entity.” A “prohibited foreign entity” includes foreign entities of concern, as well as certain specified
individuals, businesses, and corporate officers with ties to those entities.

Miller said the bill is intended to align Treasury’s definition of the term “foreign entity of concern”—which GOP
taxwriters say is currently “more China-favorable” —with the definition used by the Commerce Department
and will have the effect of preventing those who may have only unofficial ties to the Chinese Communist Party
or other hostile governments from claiming the EV credit.

Stop Executive Overreach on Trade Agreements Act

The Stop Executive Overreach on Trade Agreements Act (H.R. 7983) which was approved by a vote of 25-16 at
this week’s mark-up, would ensure that vehicles meeting the critical minerals requirement for the EV tax
credit—which accounts for $3,750 of the maximum credit amount of $7,500—could include only such minerals
from countries with which the US has a comprehensive trade agreement that has been ratified by Congress.
URL: https://gop-waysandmeans.house.gov/wp-content/uploads/2024/04/H.R.-7983-bill-text.pdf

The administration has negotiated an executive trade agreement with Japan strictly on critical minerals (and is
seeking to negotiate similar agreements with other countries and trading blocs) that it has deemed sufficient
to meet the current rule, but Republicans, led by bill sponsor Rep. Michelle Fischbach of Minnesota, argue that
such agreements are “superficial” and “do not substantively enhance trade with the partner country or reduce
US dependency on China for critical minerals.”

H.R. 7983 would define “free trade agreement” as it applies to the EV tax credit as “an international
agreement approved by Congress that eliminates duties and other restrictive regulations of commerce on
substantially all the trade” between the US and one or more other countries. The bill would apply to vehicles
placed in service after enactment of the legislation, and the JCT staff estimates it would provide for an
additional $109 million in tax revenues.

Future prospects uncertain

With no Democratic support for five of the six bills marked up and approved by the Ways and Means
Committee this week, it is unclear whether or how quickly any of these measures may go to the House floor
for a vote. (The sole moment of bipartisanship at the mark-up came when five Democrats voted with
Republicans in favor of a nontax bill requiring a study of forced labor in the Democratic Republic of Congo’s
cobalt mining industry.)

Republican leadership, which can lose only one GOP vote on partisan bills because of its current razor-thin
majority, has struggled to pass legislation in recent months and has often had to resort to advancing bills under
suspension of the rules, relying on Democratic support because of Republican hold-outs. With Democrats
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largely aligned against this latest set of Ways and Means Committee bills, any efforts to move these measures
under a suspension vote—which requires a two-thirds majority for passage—might ultimately prove to be
unsuccessful.

— Storme Sixeas
Tax Policy Group
Deloitte Tax LLP
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