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March 25, 2025

The Honorable John Boozeman The Honorable French Hill

United States Senate United States House of Representatives
713 Hart Senate Office Building 1533 Longworth House Office Building
Washington, DC 20510 Washington, DC 20515

Dear Senator Boozman and Representative Hill:

On behalf of the S Corporation Association, I am pleased to express our strong support for your
legislation to increase the shareholder limit for S corporations from 100 to 250 shareholders. This
important reform will provide countless privately-held and family-owned businesses greater flexibility in
structuring their ownership while maintaining the benefits of the S corporation model that has supported
millions of jobs across the country.

The current 100-shareholder limitation is an outdated constraint that has no clear policy rationale. Since
the creation of subchapter S in 1958, Congress has repeatedly recognized the need to modernize the rules
governing S corporations to reflect changes in the business landscape. The shareholder limit was initially
set at 10 but was gradually increased through bipartisan reforms, reaching 35 in 1982 and 75 in 1996
before being raised to the current 100-shareholder cap, where it has remained for over two decades.

Congress has also enacted various changes to the shareholder rules over the years to allow for increased
flexibility. For example, the American Jobs Creation Act of 2004 enabled family members to be treated as
a single shareholder, effectively enabling more participation in S corporations without altering the
underlying tax structure.

Your proposed increase to 250 shareholders is a logical extension of this history. The current limit
discourages growth, prevents businesses from attracting and retaining key employees through ownership
stakes, and creates unnecessary obstacles to capital formation. Meanwhile, similar pass-through entities
such as partnerships and LLCs face no comparable restrictions on ownership size, putting S corporations
at a disadvantage for no policy-driven reason.

The S Corporation Association has long supported efforts to update and improve the rules governing S
corporations, including advocating for previous shareholder limit increases. We appreciate your
leadership in ensuring that S corporations remain a competitive and viable option for American businesses
and are pleased to offer our full support for this legislation.

Sincerely,
@M@‘J’\
Brian Reardon

President, S Corporation Association
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