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income to 1hatth0Jde.ra: tor a period of 3 
monLha or IHI 1h11J noL be tre&ted aa • bust• 
neu purpose:• 

The PRESIDINO OFFICER. Under 
the provision order, the amendment of 
the Senator from Maine will be consid­
ered for 1 hour, to be equally dlvlded. 

Who yields time? 
Mr. MITCHELL. I yield myself such 

time as Is necessary. 
Mr. President. this Is an amendment 

to the portion or the committee bill 
which provides a new tax credit for In­
vestment In the development and pres• 
ervatlon or affordable housing for low• 
Income American families. 

I thank the chairman or the Finance 
Committee for his help In developing 
this amendment. l am pleased that we 
were able to reach agreement on the 
amendment's provisions and that I can 
oiler the amendment today with Sena­
tor PACKWOOD'S support. 

The housing crisis lacing low-Income 
Americans has reached a level un­
matched since the Great Depression. 
Over halt of the 8.4-mllllon renter 
households with lncomea below $7,000 
per year are paying more than one­
ho.11 their Income for rent, Homeless­
ness. overcrowding, aud high-rent bur­
dens are all manifestations or tho 
same crisis-too little artordable hous­
ing !or the very ramlllea most In need 
of IL 

The True Code has for many years 
contained Incentives to assist In the 
development and preservations of 
housing. Tax Incentives for homeown­
ers are traditional and massive, favor­
Ing upper• and middle-Income taxpay­
ers. Tax deductions for mortgage In­
terest, property tax deductions and 
other provisions favoring homeowner­
ship produce revenue lossea or $40 bil­
lion to $50 billion annually. Tax Jncen­
tlvea for low-Income rental housing 
produce revenue losses or between '1 
billion and $2 billion annually, 

Conllfess and successive admlnlstra• 
tlons have long recognized the neceasl­
ty or using tax Incentives to attract 
private capital to low-Income housing 
development and rehabilitation. These 
provisions recognize that absent some 
lncenllves, lnve,11,_ent In low-Income 
housing Is n fundamentally uneconom­
ic actlvlty. 

The committee blll recognized the 
need ror such Investment. It would re­
place current Jaw tax Incentives with a 
new and Innovative tax credit for In• 
vestment In affordable low-Income 
housing. 

The tax credit Is highly targeted. 
The lull credit Is available only for 
units which actually serve very low­
Income famUJes-,those with lncomea 
below 50 percent of the area median, 
adjusted for family size. A lesser credit 
Is available for a limited number of 
units In any one project which serve 
lamlllca with Incomes between 50 and 
70 percent of area median Income, also 
adjusted for family size, 

The tax credit ensures that rents for 
low-Income rentera will be affordable, 
a protectlon lacking In current Jaw, 

The tax credit Insures that units 
produced or rehabUllated will be avail• 
able over time for poor renters. 
Owners are subject to recapture or the 
credit with penalties If the units are 
converted to some other use within 
the first 15 years or the Investment. 
This Is a substantial Improvement over 
current law recapture provisions. 

Finally, the credit arrangement en­
courages sponsors to provide the maxi­
mum number or units possible for very 
low-Income famlJlea. The greater 
number or very low-Income famlJles 
served, the greater the tax credit avail­
able to Investors. 

I am encouraged by the Jow•lncome 
housing tax credit In the committee 
blll. I congratulate the chairman for 
developing and propoolng It. 

However, the credit needs to be re• 
fined to make It workable. My amend­
ment Involves three technical changes 
which will go a Jong way to ensuring 
that the credit Is actually usable by 
sponsors of low-Income housing. 

The first part of my amendment 
would permit the low-Income housing 
tax credit to be taken with respect to 
units which are also benefltln1 from a 
limited number or other Federal hous• 
Ing and community development pro­
grams. These are Community Develop• 
ment Bloek Grants (COBOi, Urban 
Development Action Grants CUOAOJ, 
Rental Rehabilitation Orants, Hous­
ing Development Orants CHoDAO'sl, 
and, under limited circumstances, sec­
tion 8 certificates. All of these pro• 
grams are administered by HUD. With 
the exception of section 8 certificates, 
all of these programs provide funds 
which are administered by State and 
local governmerits to encourage and 
assist In low-Income housing and com­
munity development acUvltles, 

My amendment would also permit a 
limited use or the credits In conJuctlon 
wltl1 direct low Interest Joans under 
the section 516 rural rental housing 
loan program of the Farmers Home 
Administration CFmHAJ, This pro­
gram Is the principal means by which 
new rental housing la constructed In 
rural areas. It Is an extremely success­
ful and Important program In many 
Slates, Jncludln8' my own, where rural 
Incomes are low and construction costs 
are high, Under my amendment, the 
low-Income housing tax credit could 
only be used In conJunctJon with units 
In such proJccts which serve those 
below 60 percent or the area median 
Income. No units In these projects 
could benellt !ram the leaser credit. 

I emphasize that my amendment 
does not require that tht!11e subsidies 
be made available together with the 
credit, It merely allows auch subsidies 
to be used to reduce a.s much as neces­
sary the cost or producing affordable 
housing for very low-Income families, 

The committee blU doea not offer thla 
nexlblllty, 

The combination or theae subsidies 
with the credits may not always be 
necessary. But I know In my own State 
and In many others these other subsi­
dies will be absolutely essential to 
make realistic real estate Investments 
work as affordable llouslni for very 
low-Income Americans. 

The second part or my amendment 
ls designed to help preserve many bun• 
dreds of thousands or housing units 
which have already received Federal 
assistance In the past, and which now 
provide some or the limited affordable 
housing tor poor famllles In the coun• 
try. This housing was subsidized by 
HUD under the sections 236 and 
221Cdll3l BMIR programs, and by 
Farmers Home under the section 516 
program. In the next 6 years, many of 
these units will reach their 20th aMl­
versarlcs, They need new Infusions of 
caplte.l to ce.rry out routine repairs 
and malntena.nce. 

Without a continuing tax-based In­
centive for new Investors to put up 
capital, many of these units wllJ be 
sold for conversion to some other 
use-for higher Income rentals, or tor 
conversion to nonrental houslna. 
Many other units will simply be al­
lowed to deteriorate, and eventually 
they will have to be taken over by 
HUD or FmHA, resu!Ung In tremen­
dous losses to Federal Insurance and 
loan funds. 

This will reault because the limited 
rents which can be charged under the 
HUD and Farmers Home programs 
wm not support ru:ldltlonal debt or 
provide a surrtclent return to new In• 
veators. Therefore, such Investments 
will not be ma.de, and the properties 
wUI be Jost as low-Income housing. 

HUD Secretary Samuel R. Pierce, 
Jr., has char&cterlzed these units as 
"an Important Oovernment Invest­
ment." In a Ma,y 22, 1984, letter to the 
dlstlngUlshed ranking minority 
member of the Subcommittee on 
Housing and Urban Affairs. His letter 
states that: 

The tax benellts av,.llable rrom resynd,c&• 
Uon • • • hn.ve provided a. !Mini of obtatn• 
lna cuh contribullona from new owners nee• 
essary to cure dellnquenct~ fund reserve, 
and deterred ma.lntenance, and even fund 
repa.lra and replacement.a • • • t,c.Uen, root,. 
etc. • • • n la clear to me that the lnterea.ta 
of the Department have benefited from 
many of the tt.s:yndtcatJons of aubsldtzed 
lhntted dMdend project.a • • • 

The committee bill as presently 
drafted would ellmlnate these resyndl• 
cations which Secretary Pierce has 
praised. My amendment would rectify 
this problem by permitting the use or 
the credit ln conjunction with the aale 
or transfer or these properties under 
very limited circumstances, At least 
half the units ln these propertlea 
would have to actually be serving fam­
ilies below 50 percent or the area 
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median Income, very demandlnir test, 
and one which rreatly exceeds that 
applied to new construction or sub, 
atantlal rehabilitation. Moreover, 
these properties would only qualify for 
the leas generous of the two credits of• 
fered under the bill, In order to qua!• 
lfy at all, the properties would have to 
continue serving the same low-Income 
tenancy for the full compliance period 
of the credit, creating an Important 
new lease on life for these valuable 
low-Income housing resources. They 
would also have lo have been held by 
their current owners at least 12 years 
before they could quall!y for the 
credit-an Important safeguard 
atainst unnecessary turnovers. 

Finally, my amendment would pro­
vide a very narrow exemption to the 
at-risk rules governing real estate In­
vestment to enable bona fide nonprof, 
It organizations to use seller and rela.t, 
ed party financing to preserve or de• 
ve)op low-Income housing, This oxcep, 
tlon requires that any such debt be 
repaid In run, with Interest.. and In• 
eludes other stringent requirements. 

This exemption Is absolutely esaen, 
tlal If the committee amendment Is to 
provide the necessary tools with which 
national nonprom organtzatlolUI such 
as the Enterprise Foundation begun 
by James W. Rouse, or the Local lnl• 
tlaUvea Support CorporaUon !LlSCl 
sponsored by the Ford Foundation, 
can continue their Important work. 
Both of these organizations provide ff. 
nanclal and technical assistance to 
community based nonprofit develop­
ment groups which are working direct, 
ly with residents of low-Income com­
mu.nJtles to create and preserve afford• 
able housing opportunities. We should 
be doing everything we can to foster 
the kinda of public-private partner­
ships which these and similar organi­
zations make possible. MY amendment 
will do this. 

Mr. President, I point out that my 
amendment does not address a number 
or other Important Issues which I hope 
can be resolved In conference. There 
are unresolved Questions concerning 
the amount ol tax credit a taxpayer 
may claim; who may take the credit; 
and how the use of the credit arfects 
the ability of taxpayers to take lull ad• 
vantllie of other provisions regarding 
passive losses. These arc Important 
matten which directly bear on the 
feasibility of the credit and I hope 
that I will have an opportunity to 
work with the dlstlnirulshed chairman 
to make further progress on these 
Issues during conference deliberations. 

a 1eao 
I also want to 1>0lnt out that we have 

another maJor outstanding Issue, not 
having to do with the tax credit, 
Which bas not been resolved with re­
spect to low-Income houstnir. 

We have not yet provided any transl• 
tlon rule !or the treatment or pa.salve 

losses from existing Investments In 
low-Income houslnir. I am concerned 
about this matter. 

Aa I believe Senator PACKWOOD Is 
aware, low-Income housing ls different 
lrom other real eatate. Low-Income 
houslnir does not provide cash-flow 
from rents, or the promise ol apprecia­
tion on sale. Investors arc attracted In• 
stead by the return they can receive 
by ol!settlng their ta.x liabilities from 
other Income. This was the under• 
standing they had when they under­
took, the Investment. Many thousands 
or Investors throughout the country 
are now In the position of having en­
tered Into commitments to provide 
equity payments In limited partner• 
Ahlps tor low Income housing on which 
they will not be able to take their an­
ticipated losses under the committee 
amendment. 

These payments are typically due 
over a 6 or 6 year period and the lnves• 
tors Involved In such partnerships 
expect to receive tax loss benefits 
during these years when pay-Ins are 
due In order to offset the contrlbu• 
tlons they make. 

Mr. PACKWOOD. Mr. President, 
will the Senator from Maine yield? 

Mr. MITCHELL. Yes; I am happy to 
yield to the distinguished chairman or 
the committee, 

Mr. PACKWOOD. I want to make 
sure that I understand the point 
which the Senator from Maine Is 
making .. The committee amendment 
would restrict all Investors' abilities to 
take passive losses airalnst earned 
Income from existing Investments. We 
have established this as a principal 
tenet of the committee bill In Its en• 
tlrety In all areas of Investment. I 
know that the Senator from Maine 
has supported this overall thrust 
throughout our considerations, both 
In committee and here on the floor. 1B 
that correct? 

Mr, MITCHELL. That la correct. 
However, Conrress has tor years fol• 
lowed a conscious policy of providing 
special tax benefits for Investors In 
low-Income housing activities. It bas 
done so with a very clea.r recognition 
of the fact that without such lnocn• 
tlves. low-income housing does not 
offer a realistic economic return to In­
vestors. 

In !act, the Internal Revenue Serv• 
Ice has ruled that Investments In low­
Income housln11, which are demonstra, 
bly uneconomic, a.re exempt from the 
normal test of economic Intent under 
the tax laws. Thus, the IRS ha.a recog• 
ntzed congressional Intent to encour­
age Investment In low-Income housing 
through the generation of tax tosses. 
These are the Investments for which 
the strongest and best defense can be 
.made to provide some adequate transi­
tion treatment from the passive loss 
restrictions contained In the commit• 
tee amendment. 

Mr, PACKWOOD. Mr. President, 
will the Senator yield further? 

Mr. MITCHELL. I am pleased to 
yield further, 

Mr. METZENBAUM. Mr, President, 
would the manager of the bill be good 
enough to give us who are not famlllar 
with some of the termlnology-

Mr. MITCHELL. Will the Senator 
yield so we can complete this colloquy 
a.nd then I wlll be glad to entertain 
any questions? 

Mr, METZENBAUM. Yes. 
Mr. MITCHELL. I thank the Sena­

tor. I am pleased to yield to the chair• 
man. 

Mr. PACKWOOD. Mr. President, I 
appreciate the point that the Senator 
from Maine bas made today with 
regard to the need tor speclnl transl, 
tlon treatment tor existing Investment 
In low-Income housing. I must say that 
I agree with the distinguished Senator 
that low-Income housing Investments 
are Indeed different than other Invest• 
ments atrected by our committee 
amendment and that they deserve ape, 
clal treatment. 1 want to assure both 
Senators that when we take up this 
matter of transition rules In the Con, 
ference Committee 1 wlll do my 
utmost to ensure that these Invest, 
ments receive special consideration. 
Although I continue to believe that 
the changes In the committee amend­
ments which lower rates and broaden 
our tax base more than offset the pas­
sive losses which our amendment 
would restrict In the future, I agree 
that Investments In low-Income hous, 
Ing are different from other Invest, 
ments In real estate and they deserve 
the most favorable treatment which 
can be provided. 

Mr, MITCHELL. I thank the dlstln• 
gulsbed chairman for bis assurances 
and the cooperation he and his staff 
have extended on this Important Issue. 

I also want to express appreciation 
to the !Inc work Senator K.!:NHEDY and 
bis staff have provided on this amend­
ment.. Their assistance throughout 
this process has been Invaluable. 

Mr. President. my amendment also 
Includes further provisions that would 
raise the necessary offsetting revenue. 

The first orfsetUng revenue amend, 
ment would amend the passive loss 
transition rules to provide that relief 
from the passive loss llmltatlon ls 
available only to transactions entered 
Into prior to date of enactment of the 
ta.x reform blll. 

The bill as approved by the Finance 
Committee would provide transition 
relief to all Investments Including 
those entered Into aft.er date of enact­
ment. Such a broad Inclusion makes 
no policy sense and Is Inconsistent 
wllb the Intent of the legislation. II 
relief from the new restrictions on pas­
sive tosses are provided, such relief 
should only go to projects which have 
had no notice of the change In law. 
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Thia provlalon would ralae approxi­

mately $600 mflllon over the budget 
period, 

The second revenue provision haa to 
do with an accounUng provision relat­
ing to partnerships and simply modi­
fies a change to present law already 
prol)Osed by the committee bill. Under 
present law, aa Is pointed out In the 
committee report, partners In a part­
nership can defer Income when the 
taxable years of the partner and the 
partnership differ. Under the bill, the 
taxable year of the partnership must 
conform to the taxable year of the 
partn-1rs owning a majority Interest In 
the partnership profits and cApltal, 
unJes., a business purpose !or a differ­
ent taxable year can be demonstrated 
to the Secretary of the Treasury. 
Where different taxable years exist 
arnong the partners, the blll estab­
llshes the calendar year as the taxable 
year for the partnership, The blll also 
establishes a sale harbor test which 
would result In up to 3 monU1s of de• 
ferral of Income, meaning a taxable 
year ending on September 30 could be 
utlllzed. 

My amendment simply deletes the 3, 
month deferral ol Income provision of 
the bill and r~ulres that the taxable 
year of the partnership must be the 
calendar year, thus assuring that 
there can be no deferral of Income. As 
under present law, however, a Partner• 
ship could establish a dlfCerent tax­
able year It It can demonstrate a busl• 
ness purpose therefor to the satlsfac, 
tlon ol the Secretary. This portion of 
the 8lllendmcnt. rnlses the nece,sary 
additional revenue. 

Mr. President, I ask unanimous con­
sent to have printed In the .RECORD 
material with regard to the housing 
rehabllltatlon programs and a letter, 
dated June 11, 1988, lrom the Banking 
Committee to the Finance Committee. 

There being no objection, the mate• 
rial was ordered to be printed In the 
RECORD, as follows: 
WKY OTHER FonM.& 0,. ASSIST,Otc1 MAY Br; 

NEtDED IN CONJUNCTION Wint ntE CREDJT 
USING nit CftEDIT IN Low COST/VERY Low 
INCOME CONMUNl1'JES 

'the Enten:u·Jse FoundaUon Ja working 
closely with the Cleveland HowJng Network 
(''CHN") on lowest cost houatna rehabilita­
tion uaJna a lcase-purcha.,.e self,help pro, 
gram with tenants. CHN Is a toalltfon or 
nJne non-profit neighborhood groups work• 
lng Jn the poorc.>sL nclghborhoodi or Cleve• 
land. Their prograrns reach out to the work­
lnlt poor, lndlvtdua.b making under $10,000 
per year <tulJ.lJme at minimum wage h1 
under 18,000 per no.r). CHN has a Board of 
Directors drawn !tom and rcprc&enlatlve ot 
l,he neighborhoods IL acrvl!s, u~ exten.,lve 
t•olunteer and pro bona acrvJces rrom the 
community. nnd raJses opera.Ung fund.I from 
charitable private acctc,r sources. 

Until recently, Ila housing rt'hRbllltatlon 
program.a have been entirety fundtd by 
CDBO funds from the city, but these funds 
are bclna cut back and Ute need of the 
neighborhoods have rrown. EntcrprL'te haa 
v.·orked to keep houslnr reh..ablUtaUon COit.a 
low and lo u.se private 1ect.or re.aourcea In 

conjunction w!t.h COBO lundl lo .. pand 
producUon rrom 30 house., a year to 100 
hOUll!I a )'Pat. 

1'hts exunpl& Js lndlcaUve of t.he lowttt. 
coat. rehabilitation ecen.arlo Enterprlsa ttnda 
In IUI 28 city, 63 aroup network atroaa lhe 
country, 

Income Level Served: $8,000-10,000 per 
year: 30 Percent of Income tn rent.: '200-
$250 p,r monlh. 

Ope-ratlnt Coats lnclud1ng uUIIUes (Main• 
tcnance, heat, Uaht, water & acwer, taxes, 
Jnaurance, management.>: $1 'tS...$200 per 
month. 

Available !or Principal & lnterut: n&-$!0 
per monU, 

Averaae Rehablllt.AUon coat: nuoo p,r 
un.lt. Net SyndlcatJon Procet.'<la (30% of total 
cost, n.ssurcs full use ot t.a.x credit. net of 
legal, account.Ing, markeUna expen.sea): 
$7,290 per unll. 

Nel Amount lo be Flnanood: $17.010 per 
unit. 

M.aXlmum monthly P&l Payment: $~0/ 
month per unit.. Mortra.ac Supported <20 
years, 11 percent.>: $4,844 J)er unit. Oap pt. 
nanelng Needed: $12,166 per unit. 

In Cleveland, to meet lhe needs or the 
poorest neighborhoods. $12,106 per untL on 
averaae 1.9 needed rrom coso runda trom 
the city and prtvate cha.rllable ,ource-s. to 
aUow one ot the lowe.at cost rehabilitation 
programs In the country to proceed. Using 
the Credit 1n Higher Co11t/Hl1her Income 
Communltle., 

our experience In numerous substa.ntlal 
rchabllltat.lon proJccta In these type_s ot 
cJUet Showa an a.verage unit. coat Jncludlna 
&CQUl.sltfon and rehab exceed $40,000 per 
unit, a more typical example for moderate 
COlit lar11cr dtle&. New construction I.a &Ub• 
stant.ta.Uy hfaher. For example-, we have do• 
signed with a natlon61 modular homebuild• 
er. a !owe.at coat 3 bedroom townhouse at a 
cost of $48,000 ner unll for 170 Infill lown• 
house units propoaed Jn Baltimore. Even 
thouah Tho Enterpri.e Foundation serves 
ftunUlea ln t.he $10,000 Income level, let me 
look at. lhc ms.xi.mum h:!nt levels pertnftt.ed 
under the t.ax credit proposal. 

rncome Level Served: $15,000 <MaxJmum 
level permitted in BRIUmore, Denver or 
Philadelphia) Mo.xlmum Rent: $375 per 
month. 

Lowest OperatJng coat.a! $225 per month. 
Available tor Prlnelple and InterNt.: $1&0 

i,cr month. 
Av:.uaac RehabllllaUon Cost: $40,000 per 

unit. 
Net. SyndlcaUon proceed!: • 12,000 J>Or 

unit. 
Not -'lllounl lo be financed: $28,000 per 

unit. 
Mulmum avallo.blc for P&I: 1150 per 

month. Mortgage Supported (20 ycara, l1 
percent> $14,532. Oap J-.,lnancfng Needed: 
$13,488, 

At the n,11.xtmum Jneome Jevcl and rent, 
Sl3,•88 per unit mu•t be found lrom COBO 
and private charitable funds t.o make the 
projects vlllble under the tn.x credit propot• 
IWI. For new conslrucUon and hl,:her cost 
clues, the gap flnanclng ne-eded Merely ret.s 
progressively higher. Furthermore, to reach 
the Income levels or minimum wage earner.s. 
sub&tanUally more IIBP flrtanclna 1s needed. 

QuJte. simply, wtlthout. CDl30 or other 
federal runds, tew tr any new houses wlU be 
produced under the tax crc<llt proposa.1 for 
low-income tamlUe&, 

U.S. SEllfATI, COMNtTl'Z Olf BANK· 
ING, HOUSINO, AWD UUAtf AT· 
FAIRS, 

Jun,11, 1'15. 
Hon. SOI PACKWOOI>, 
Cha.trman, Smat.e Committee on l"fna.nc,, 
U.S. Senal<, Wcuhlnglon, DC. 

DEAR Bo1: We are wrlUng to expreaa our 
concern about & oro~•lalon of the Flnanoe 
ConunlU•• l&X bill de,1.-ned lo pro\'lde a 
low-Income houaln.r tax credit. Al membeni 
of the Jlou1ln1 Subcommittee, we have ana­
lyzed thta provlalon and round u currently 
writ.ten, It could have dlsaat.rou, result.a 1n 
th& current. &nd tut.ure 1upply of Jow,lncotne 
unJta bf not providing adequate tncentlvea 
for lnvetton to remaJn In the Jow,lncome 
hou1Jna: market. 

Low,Lncome houaJnr Incentive, seni-e pru­
dent. public po)lcy by provld.Jng a return on 
lnveatmm~ which la competitive with con­
ve.ntlonaJ tnveelment opportu.ntUea. Due to 
the lltnltatlona on rent.a as provided tn cer, 
taln houa.lng la.WI, tho credit cunenlly r,ro• 
vlded tn the Finance Commltlee bill la Insur. 
flclent ror the development · and rnalntti­
nance of low-Income housing &lock in Amer­
ica. Without modlrtca.Uons to ttlls section or 
tho blll, over 900,000 exlsUna units would be 
Jeopardlzed and future development. would 
be dllllcult al beat. Thil provision could ,1,. 
nlrtcanUy raJae Lhe rln&ncJal expgaure or 
t.he fedcral government throoah lhcteaaN 
Insurance claJma •nd are:ater dlttcl subsl• 
c11 ... 

The Finance Cornmlttee hu acknowl• 
edged the need tor a low-Income houalng 
credit u evidenced by the Inclusion of this 
provl41on In Lhe CommlU,ee reported blll. AA 
memberl of the Houslna and Urban Atrafra 
Sub~m1nlU.ee, we would Uke to work with 
you &nd your statt In developing an alt.erna• 
live soluUon. We feel that. It la neceasa.ry Lo 
ealabllsh a more errecttve credlt mechantstn 
wllh an equlta.ble tr,uult.tonal period, pro­
vide a more appropriate &DPllcaUon or the 
passive loss provlslona, and remedy ooncerna 
we have a.bout the treatment. or exlsUng 
projects which serve low,lncome t.enanus., 

We appreciate your taking Ute Ume to 
consider our concerns and look rorwo..rd to 
working wllh you Loward.!i an equitable reso• 
lutlon. 

Sincerely, 
Chic Hecht. Chairman. Subcommlt.tco 

on Rou6lng and Vrban AfCafra: Jake 
Oatn, Chairman. Committee on Bank­
ing, Housfn8' and Urban Atrafra: Al, 
lonse M. O'A.mato, Donald W. Riegle. 
Jr .• Al&n J, Dixon, Paul 8. Sn.r-bane.s, 
James R. S11.tt.1er, Alan Cran.at.on, 
Christopher J. Dodd, Slade Gorton, 
Mack Matt.JnalY, John Heinz.. 

Mr. MITCHELL. I now yield 3 min• 
utes to the chairman ol the commlt­
t.ee. 

Mr, PACKWOOD, Mr. President, I 
support tho amendment of the Sena• 
tor from Maine and the other eospon• 
sors. . 

We have stood firm against pai;slve 
losses, and by that we simply mean 
people Investing In real estate or oil 
and gas or other areas and offsetting 
losses, sometimes artificial losses, 
agalnsl other Income. This Is how mil• 
llonalres escape taxation, an<! It re• 
suits In many, many buildings being 
built that we do not need, many In• 
vestments being made that do not 
need to be made, In the Instance of 
low,lncome housing, It Indeed does not 
appreciate In value and Indeed the 
rents are fixed, And II we are going to 
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have low-lncorne housing In this Japanese trading practices we are 
Nation for the very poor or those close losing the Integrity or OW' hornes: 
to very poor, we might as well realize farmers are losing their famia, men 
the marketpla.ce ltselr cannot afford to . and women are losing their Jobs, and 
provide It. people throughout this country are 

Therefore, U we do not have some losing their homes. We In this country 
Incentive, whether It Is a Government pla.ce a very high priority on owning a 
appropriation program or a Govern, horne not only for the wealthy and the 
ment tax Incentive, there wlll be no middle class, but for the poor as well. 
low-Income housing, and that Is why I I believe It was the author Brett 
am delighted to support the amend• Harte Oary that said that "No one 
ment of the Senator from Maine, shoulders a rtne In defense of a board• 

Mr. HEINZ. Mr. President, will the . lnlr house because we place a very high 
Senator from Oregon yield? priority on home ownership and what 

Mr, PACKWOOD. l yield. that represents," 
Mr, HEINZ. I associate myself with Mr. President, I think this ve.lue 

his comments. I am a cosponsor of the should carryover to our tax policies. as 
amendment ol the &nator from well. 
Maine. I think It ls a very Important My friend Senator Mt-r<:HEI.:1.. from 
amendment as the Senator from Maine, Indicated that we have tried to 
Maine and I expressed to the chair• abolish tax shelters In this pe.rtlcular 
man many times In committee. . bill, But we have preserved some tax 

I want to express my appreciation, shelters. We have preserved some tax 
Mr. President, lo the Senator from shelters for the rich. We have pre­
Oregon for his In-depth understanding served the tax shelter for mlddle­
of the problem that faces the produc• Income people by retaining the deduc­
tion of low-Income housing. I think he tlon Cor mortgage Interest payments. 
has stated the special problems and The only people we have not pre­
the special needs of low-Income hous, served a shelter for 1Lrc the IH)Ot 
Ing production and of low-Income people, the people In the country. 
people. Unless we maintain some sort of bal-

So I commend him and thank him ance In our programs, then we are 
lot this statement. I look forward with going to find poor people of this coun­
hlm and other members ol the confer, try. without any hope of any opportu­
ence to having an appropriate further nlty of ever engaging In the Joy and 
step forward In this area. pride of owning their own homes. 

Mr. PACKWOOD. I thank my good A lot of the Members of the Senate 
friend, and I hope In conference we have taken to making up charts. If we 
can work out a satisfactory solution look to the rear of the room, we will 
where we can guarantee there will be see a cha.rt !or an e.mendment that Is 
low-Income housing for the poor and undoubtedly going to follow. I suspect 
still there Is a way to do It to make my colleague from Pennsylvania who 
sure that sornehow mllllona.lres did sits In front of me, Is about to erect a 
not escape taxation. music stand, not to play the fldiile e.s 

Mr. MITCHELL. Mr. President. I housing burns, but to make a point 
now yield · 4 minutes to my dlstln- later In the debate, In the Interest or 
BUished colleagUc from Maine. Oramm,Rudrnan, I am not going to 

Mr. COHEN. I thank the Senator offer any charts, but If I did, I could 
lor yielding. use this chart back here and point to 

Mr. President, I wlll try to be brief the high mark with that red arrow 
and not be duplicative of the state- going down to show what Is happening 
ments made by the chairman of the to housing programs In this country. 
Finance Committee Senator PACK• They are going straight downhill, 
woou, and my friend and colleague, They are going straight downhill, 
the Junior Senator rrom Maine, Sena• not only as a result of tax policies but 
tor M1TCHE1,L. aa budgetary cuts as well. 

I had the opportunity last year to Last year the rural housing pl'orram 
travel with Senator Dou to the Far took a 40-percent reduction In budget 
East and aa part of that trip we visited cuts, more than any other program. As 
with Prime Minister Nakasonl of a result of those budgetary cuts and, 
Japan. I tried to do In Rome what the Indeed, the ta.x proposals currently 
Romans do. During the course of rny · before the Senate, we can expect the 
stay In Japan, I opened one of the housing In this country to plummet 
drawers In the hotel roorn and found Just like that chart shows. 
the t<la.chlngs of Buddha, much as wo Mr. President, while the tax reform 
might find the Oldeon Bible In any blll before us today Is one that I 
hotel In this country, Fortunately It strongly support and one that con­
was blltn4r11al In Its translation. I was talns many necessary reforms to make 
lea.ting throu11h It and I came across our t&X laws fairer and simpler, the 
the quote that said that. "The blll would have disastrous conse­
strength or o. nation Is derived from quences for existing and future low• 
the Integrity of Its homes." I used that Income housing projects, on which 
particular quote, again in English, the thousands of very poor families 
following day with the Prime Minister, depend for decent housing. The 
auggesttng to him that as o. result ol amendment I am cosponsoring with 

the Junior Senator from Maine will 110 
far In ensuring that reasonable lncen• 
tlves to Invest In these Important low­
Income housing projects will continue 
to exist In our tax laws. 

The Senate Fine.nee Committee bill 
repeals the existing tax provisions 
that encourage the construction of 
low-income housing such as acceler­
ated depreciation and the ablllty to 
deduct Interest and taxes during the 
construction Jl"rlod. The blll would re­
pla.ce these provisions with a tax 
credit that Is highly target<ld to low• 
Income housln11 projects. 

As now written In the bill, the tax 
credit would be available for Investors 
In newly constructed or substantially 
rehabilitated properties In which at 
least 20 percent of the units are occu­
pied by households with Incomes 
below 50 percent of lhe area. medlurn 
Income, adjusted for lamlly size. All 
units which meet this Income quallCI· 
cation would be eligible for an onnual 
tax credit of 8 percent CLgalnst the de• 
preclable basis of the qualifying units 
for 10 yea.rs. In addition, up to 30 per­
cent or the units that are occupied by 
families with higher Income levels 
would qualify for a 4-percent tax 
credit. The committee bill specifies 
that rent that Is charged for any unit 
qualllylng for the tax credit cannot 
exceed 30 percent-of the household's 
income, 

By adopting a tax credit approach 
ror low-Income housing, I believe ti)at 
the Finance Committee Is moving In 
the right direction. T&X credits can be 
o. more efficient and progressive way 
to attract equity Investment to low­
Income housing than current tax in• 
centlves because tax credits can be 
better targeted and more finely turned 
to ensure that only truly low-Income 
housing projects reap the tax beneClts. 

While the Intent of the committee Is 
laudable, there ls an essential flaw In 
the bill: the l&X credits are unwork• 
able becsuse low-Income housing 
projects receiving assistance frorn any 
Federal subsidy program are Ineligible 
for the credit. The bill would deny the 
credit to any low-Income housing 
project that receives section 515 loans 
from the Farmers Home Administra­
tion for rural housing development, 
section 8 subsidies, or funds from Fed­
eral mortgage Insurance programs, or 
even tax..,xcmpt multifamily housing 
bonds. It would also mean that If a 
city decides to use some of Its Federal 
COBO funds or UDAG grants to fund 
a low-Income housing proJect, that 
project would not qualify tor the new 
tax credits. 

In addition, the bill severely limits 
the a.mount or credit that an Investor 
can take, and denies the credit to In• 
vestors above certain Income limits· 
tlons. Finally, the blll would phaseout 
the ability or all real eatate Investors 
to deduct passive losses against other 
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typea of Income over the next 4 years. 
Although this rule causes ma.ny prob, 
!ems for real eatate love.tors In gener­
al, the consequences aro devaataUng 
for exlsUng and future Investment In 
low-Income hoU81ng, 

While tho prohibition against 
"double-dipping" and these ·other re, 
strlctlona may sound attractive, they 
Ignore the reality of lnvestln11 In low, 
lncome· houslng. In practice, there Is 
virtually no production of low-Income 
housing without the UBe of one, or sev­
eral, of theae Federal programs. I do 
not believe that this Is simply because 
Investors 1ue greedy and wa.nt to take 
advantage of the Oovernment. Rather, 
It Is because there are few market In­
centives to mllke Investment In low, 
Income housing attractive. 

Consider, for a moment, trying to 
convince someone to Invest In a low, 
Income housing project without offer­
Ing Federal subsidies or tax Incentives: 
you first tell hltn or her that there 
may not be enough cash flow to cover 
actual costs of debt and operations, let 
alone to provJde a return on tnvesL• 
ment.. Add to that the fact that rents 
are often limited by Government regu, 
latlon, Third, you must remember to 
tell the Investor that the property Is 
unlikely to appreciate, so that he or 
she can Just about forget about 
making a profit when selling the de­
velopment. Given this picture, I think 
many Investors would say that, 
''Thank YOU very much, but I think I 
will Invest my money elsewhere." 

It Is precisely because the economics 
of low,lncome housing are so unattrae• 
tlve that the Congress has, since 1949, 
encouraged tho goal of low-Income 
housing tor paor people through 
direct spending programs and tax In• 
centlves. 

Recently, however, low-Income hous• 
Ing, and rural housing In particular, 
has suffered greatly on the spending 
side of the budget. I.Mt year, the 
Farmers Home section 516 rural hous­
ing program suffered the deepest cuts 
at any domestic S(lendlng program. If 
the amendment we are now offering Is 
not accepted, we will have effectively 
kllled the Incentives tor these projects 
Crom a tax side as well. 

1 am particularly concerned about 
the effects of these provl.,lons of the 
ta.x blll on the Farmers Home rental 
rural housing program, which Is 
widely depended upon by tamllfes In 
my State or Maine and other States 
with large rural populations. The 
demand for rural housing Is demon­
strated time and time again acroos the 
Nation. The 1980 census data shows 
that there are more than 2,1 million 
rural Comllles still living In substand­
ard housing, Almost half of these Cam­
Illes are below the poverty level. Over 
2.6 mllllon rural households with In, 
comes under $10,000 annually pay 
more than 35 percent of their Incomes 
for shelter. Theae are the families-

the ones who live In areas with no 
other affordable housln11 available­
who will be hurt by these tax changes. 

Ironically, the low-Income housing 
provisions of tho blll wlll hurt the very 
people we are trying to help, with tax 
reform; namely, poor Americana. A 
me.Jor objective of the Finance Com• 
mlttee•s tax blll Is to give lax relief to 
the very pnor. By removing approxi­
mately 6 mllllon low-Income persons 
Crom the tax rolts and by ensuring 
that people below the poverty line do 
not have to pay Federal Income taxea, 
thts blll goes tar in bringing tax relief 
to the very poor. In our zeal to go 
after abusive tax shelters, however, we 
are hurting these very ,an,e p0or 
Americans who depend on low-Income 
housing tor their basic housing needs. 

Mr. President, tax Incentives Car low­
Income housing Investments do more 
than Just give tax shelters to the rich. 
they provide necessary, physical shel­
ters for our Nation's poor. IC these In• 
centlves are removed, Investors may 
find other methods of shielding their 
Income from taxes, but the poor bene• 
flclarles of these proJC<lts have no­
where else to go. 

lf the ta.x bill Is not amended, there 
will be no Incentive tor Investors to 
put their money In future, low-Income 
housing projects. This comes at e. time 
when there are more families In pover­
ty, le"" housing available for them to 
occupy, and less support from the Fed­
eral Oovernment to assist them. 

If unchanged, the tax bill will en• 
danger even existing low-Income hous, 
Ing projects. Investors may de!ault on 
the existing capital contributions that 
are still owed. Some developers of sec• 
tlon 516 rural housing units, tor exam­
ple, have told me that they expect a 
40-percent default rate on outstanding 
commitments. Such defaults could 
trigger foreclosures and claims against 
the Federal Housing A1mlnlstratlon 
and the Farmers Home Admlnlstra• 
tlan Insurance funds. Thus, not only 
would the tenants or these housing 
projects sufter, but the Federal Oov­
ernment would also by having to pick 
up the tab tor these defaults. 

Tho amendment I am cosponsoring 
with my fellow Senator from Maine, 
Mr. MrTCHELL, would make the tax 
credit more workable by allowing new 
coru;truetlon and substantially rcha• 
bllltated housing proJects to be eligible 
tor the new tax credit regardless of 
whether they receive Federal assist, 
ance, The amendment would also 
allow a credit to be avallable for trans• 
fers of existing properties which are 
partially or wholly llnanced or operat,. 
ed by the section 516 Farmers Home 
Administration rural housing pro• 
gram, and other Federal low-Income 
housing programs. The amendment 
continues to target the benefits of 
these credits to only law-Income hous• 
Ing projects. 

While this amendment wUI fix aome 
of the most egregious problems facing 
low-Income houaln11 In the bill, much 
more needs to be done to assure hous• 
Ing tor our poorest citizens. The blll's 
unrealistic limits on the amount ot tax 
credits that can be claltned and the 
Income llml:.atlona on Investors who 
can claim the credit In the bill contln• 
ue to discourage low-Income housln11 
lnvestmenta. Further, the passive loss 
changes In the bill wlll continue to 
Jeopardize extstlng projects and be 
unfair to Investors who responded to 
the low-Income housing Incentives pro­
vided by the Congress. 

I do, however, recognize the limits o/ 
what can be changed In this bill on the 
Senate floor. Over the past few weeks, 
Senator MITCHnL. Senator KENNEDY, 
and I-and other strong supporters of 
low-Income housing-have advocated 
changes lo the low-Income housing 
provisions or the blll, but no agree­
ment could be reached on many of 
these Issues. I shall continue to press 
for these changes during the confer­
ence on the blll and urge the Senator 
conferees to seek further modlllca• 
tlons or the low-Income housing provl, 
slons In their negotiations with the 
House on this blll. 

Mr. President. the Government and 
the prlvats sector must work together 
to achieve the goal or decent, a!ford, 
e.ble housing for families with very low 
Incomes. Adoption of theS<J changes Is 
crucial to ensure that the private 
sector wlll participate In th!$ partner, 
ship and that we ~a not unfairly 
change the rules In the middle of the 
game for those persons who have al• 
ready responded to the Incentives that 
the Congress has provided In the past 
for Investments In low-Income hous­
ing, 

Mr. MITCHELL. Mr. President, I 
thank my colleague ror his kind words 
and tor the tremendous ef/ort he has 
ml\de In connection with this amend, 
ment, 

I now yteld 2 minutes to the dlstln• 
JUlshed Senator from Maryland. 

Mr, SARBANES. Mr. President, I 
commend the able Senator Crom 
Maine for his very skllltul work with 
respect to this amendment Involving 
low-Income housing, I am hopeful that 
certain aspects of It that have not 
been fully resolved ca.n be addres.sed In 
conference. I know ot no other Issue 
that Is more Important. 

When we contrast how our economic 
system works with how the economic 
systems of other countries work, par, 
tlcularly behind the Iron curtain, we 
always want to point to how successful 
we have been In housing our people. 
The context of these programs Is per, 
haps tho only way we can successfully 
address the low-Income housing sltua, 
tlon and provide decent and alfordable 
housing for the poorest In our society. 
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I think the Senator from Maine ha., 

been aware ol that. The chairman ol 
the committee ha., reflected his sensl• 
tlvlty to It. l am hopelul that this 
amendment will be adopted and that 
the conlerence will be able to address 
other aspects al this problem In such a 
way as to ensure that. In a reasonable 
way, consistent with the tax revision 
that Is before us, we will be able to 
provide low-Income housing !or our 
people and meet a very pressing need. 

The other Senator from Maine was 
abolutely right In saying that the 
strength of our society rests upon our 
homes and that this eflort to provide 
low-Income hou.slng Is a reflection of 
that. 

I commend the Senator lrom Maine 
for his work In framing and ollerlng 
this amendment. I very strongly sup­
p0rt It. 

I Yield back what remaining time t 
may have to the Senator from Maine. 

The PttESIDINO OFFICER. Who 
yields time? 

Mr. MITCHELL. Mr. President, 1 
wish to thank the distinguished Sena­
tor from Maryland for the eflort he 
has made In behalf of thb amendment 
and In providing allordable low­
Income housing for all Amerlc1u1S. 

l now suggest the absence ol a 
quorum. 

Mr. METZENBAUM addressed the 
Chair. 

The PRESlOINO OFFICER. The 
Senator from Ohio. · 

Mr. METZENBAUM. Mr. President. 
I aak unanimous consent that the 
quorum call being requested by the 
Senator from Maine not be charged 
against either side In order that there 
may be sufficient time lelt to debate 
this Issue. because I am afre.Jd the 
quorum call Is going to run out the 
tlme. 

Mr. HEINZ, Mr. President, reserving 
the right to object, the Senator from 
Pennsylvania wonders II, rather than 
putting In a quorum call, we might 
tran.saet some other business. There­
fore. the Senator from Pennsylvania 
would 8.Sk unanimous consent that the 
amendment of the Senator lrom 
Maine be temporarily laid ulde. 

The PRESIDING OFFICER. ts 
there objec\lon? 

Mr. DOMEN!Cl. Reserving the right 
to obJect, and t do not know that I 
will, but I might ask my friend from 
Pennsylvania, did he have an amend• 
ment he wanted to now offer? 

Mr. HEINZ, Yea. 
Mr. DOMENIC!. The Senator from 

New Mexico Is In the same position, 
and t have been waltlnJ for about an 
hour. If we are going to do that, I 
would have asked that we proceed 
with an amendment that I was going 
to ofler, 

Ia there some way, perhaPS, that you 
and I could work that out? 

Mr. HEINZ. I am certsln we can llnd 
a way to work that out. 

Does the Senator anllclpate his 
amendment wlll talc,, a considerable 
amount of time? 

Mr. DOMENIC!. 1 do not think that 
It should. It may. I have been working 
on It with many Senators. It Is the 
amendment that would equalize, not 
as a matter of substantive law, but aa a 
matter or b11dget considerations. some 
of the revenue Ouctuatlons that may 
evolve when this bill finally comes out 
of conference. That Is basically what 
the amendment would be that this 
Senator would be oflerlng on behalf of 
himself and Senator GRAMM. 

I have dbcussed my amendment 
with the majority leader, with the 
chairman ol the committee, and with 
\'arfous Members who are Interested In 
the Issue. 

Mr. HEINZ. Mr. President, maybe 
we could have an informal understand• 
Ing that. since obviously we e.JI have a 
lot of things that we want to do and 
we would like to achieve some order to 
It, II we could reach the Informal un­
derstanding that the Senator lrom 
New Mexico would proceed and then I 
would have the opportunity, although 
nothing Is guaranteed on the lloor, to 
proceed alter him. 

Mr. MITCHELL. Mr, President. re­
serving the right to object. Is all this 
discussion occurring on my time? 

The PRESIDlNO OFFICER. No. It 
Is not. 

Mr. MITCHELL. Thank you. 
I believe that It may take Just a few 

moments to resolve the Issue that Is 
holding us up dealing llnally with the 
amendment which I have offered. I do 
not want to Impede the business ol the 
Senate, but I would be reluctant to 
agree to have this amendment set 
aalde Indefinitely without MY under• 
standing as to when It may come back. 

Mr, METZENBAUM. Might I sug. 
gest to the Senator lrom Maine, In the 
absence ol setting It aside Indefinitely, 
that It be set aside until sucl\ Ume as 
the amendment ls disposed of? 

Mr. MITCHELL. ts there any way ol 
estimating or knowing how long that 
would be? 

Mr. DOLE. Mr. President. maybe I 
could be helpful here. 

I aak unanimous consent that the 
time on the Domenic! amendment be 
30 minutes. equally divided. 

Mr. DOMENIC!. I have no objec­
tion. I really do not know anybody 
that Is opposing It. but I assume we 
ought to assign that to someone. 

Mr. MELCHER. Mr. President, wlll 
the maJor1ty leader yield? 

Mr. DOLE. I am happy to yield. 
Mr. MELCHER. Would It be possible 

to get In on this lineup. loo? 
Mr. DOLE. I was Just trying to get 

some time agyeement. 
Mr. MELCHER, I already· have a 

time agreement of 30 minutes, equally 
divided, on my amendment. 

Mr. LONO. Mr. President, I would 
like to notify the minority leader, Mr, 

BYltl>, that we are considering a unani­
mous-consent agreement. t believe he 
might want to be here and participate 
In discussion about the time limita­
tions. I suggest that he be notllled. 

Mr. DOMENICI addressed the 
Chair. 

The PRESIDING OFFICER. The 
Senator from New Me•lco. 

Mr. DOMENIC!. Mr. President, 
might I say to the distinguished ma­
jority leader, !rankly. It Is satisfactory 
to the Senator from New Mexico If 
you Just arrange that the Domenic! 
omendment go next. You do not have 
to set the other amendment aside. Per• 
haps you would want to accommodate 
the other two Senators. We do not 
need a time agreement. unless you do. 
Mr. Leader. 

Mr. DOLE. Mr. PreslC:ent. I am won­
dering, while we are stlll on the Mitch• 
ell amendment. If I might get 5 or 3 
minutes !ram the Senator from 
Oregon. the chairman. 

Mr. PACKWOOD. 1 would be happy 
to do that. The time limit we have at 
the moment Is the time limit or the 
Senator from Maine. We need, with· 
out charging the time, a little bit al 
time to Just confer and I thlnk we 
could soh•e It. 

So, I ask unanimous consent to tem­
porarily lay the amendment astde so 
that the majority leader could have 5 
minutes. without the time being 
charged nl!111nst the Senator from 
Maine. and when he Is finished we 
could go back to his amendment. 

Mr. DOLE. Fine. 
Mr. PACKWOOD. I ask that unanl• 

mous consent. 
The PRESIDING OFFICER. Is 

there obJectlons? Without obJectlon, It 
Is so ordered. 

The maJorlty leader. 
Mr. DOLE. Mr. President, llrst let 

me Indicate that I am going to support 
the Mitchell amendment, but I do be• 
lleve It raises the emphasis In the 
wrong place, lt spends additional rev•• 
nue to maJ<c a new tax credit not yet 
even In the Tax Code more generous, 
rather than being concerned about the 
paaslve loss transition rules which may 
put developers out ol business before 
they have a chance to use these new 
credits. 

t have talked with a number of de• 
velopers of low-Income housing. I have 
received a number of letters from de• 
velopers. They are uniformly more 
concerned about transition rules being 
lnsulllclent than they are about 
whether or not the new housing credit 
Is generous enough. 

That stands to reuon. If Investors 
decide not to make additional prom• 
lsed payments over the next few years, 
these developers may go bankr\lpL If 
they Jose their ability to survive In the 
short run, It will not matter bow gen­
erous a credit we may have enacted. 
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