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Prospects for Senate deal on ‘Build Back Better’ upended as Manchin rejects tax 
hikes, climate change proposals 
 
Efforts by Senate Majority Leader Charles Schumer, D-N.Y., and Democratic Sen. Joe Manchin of West Virginia 
to reach consensus on an iteration of “Build Back Better” legislation that includes robust climate change 
provisions, Medicare prescription drug pricing reforms, and substantial tax increases on corporations and 
wealthy individuals appeared to fall apart this week after Manchin told Senate Democratic leaders on July 14 
that he could support a far more limited bill focused only on health care but that he would not accept a final 
package that includes climate change provisions or tax hikes. 
 

Tax News & Views 
Capitol Hill briefing. 
July 15, 2022 



 
Tax News & Views Page 2 of 12 Copyright © 2022 Deloitte Development LLC 
July 15, 2022   All rights reserved. 

Manchin’s announcement was first reported in The Washington Post. 
 
According to the Post and other subsequent press reports, Manchin told Democratic leaders that he would 
only back a final product that includes certain Medicare prescription drug pricing reforms and an extension of 
certain enhanced Affordable Care Act premium assistance credits that are scheduled to expire at the end of 
this year. 
 
Manchin did not comment publicly on his decision, but a spokesperson told reporters July 14 that the senator 
“believes it’s time for leaders to put political agendas aside, reevaluate, and adjust to the economic realities 
the country faces to avoid taking steps that add fuel to the inflation fire.” 
 
A familiar turn of events 
 
The House approved a roughly $1.75 trillion Build Back Better package last November, but that measure 
stalled in the Senate after Manchin announced shortly before Christmas that he would not support it in its 
current form. At the time, he expressed reservations about the inflationary impact of the legislation and 
warned against the use of what he has described as “budget gimmicks” such as offering certain popular 
spending programs and tax incentives—notably, an extension of the enhanced child tax credit—on a short-
term basis when they are almost certain to be renewed for longer periods and therefore will be more 
expensive in the long run. (For prior coverage, see Tax News & Views, Vol. 22, No. 56, Dec. 20, 2021.) 
URL: https://dhub.blob.core.windows.net/dhub/Newsletters/Tax/2021/TNV/211220_1.html 
 
Since then, Senate Democrats have worked to craft a narrower compromise package—focused on Manchin’s 
stated priorities of clean energy and climate change provisions, Medicare drug pricing, deficit reduction, and a 
rollback of certain tax breaks enacted in 2017’s Tax Cuts and Jobs Act—that could move through the chamber 
under fast-track budget reconciliation rules that would circumvent a near-certain GOP filibuster and allow for 
passage by a simple majority vote. Given that no Senate Republicans were expected to support the measure, 
the pressure has been on Schumer to keep the 50 Senate Democrats united and rely on their votes, plus the 
tie-breaking vote of Vice President Kamala Harris, to get a bill across the finish line. 
 
Manchin’s announcement that he will withhold support for climate change and tax increase provisions 
deprives Schumer of a working majority and forces Democratic leaders to consider possible next steps, which 
could mean advancing a health-focused package or letting the reconciliation instructions go unused. The fiscal 
year 2022 budget resolution that includes the reconciliation instructions expires at the end of September, so 
decisions and actions must follow quickly if Democrats hope to use that process to advance any such party-line 
legislation this year. 
 
Progress on prescription drugs, concerns over inflation and revenue raisers 
 
News of Manchin’s decision capped a week in which he and Majority Leader Schumer apparently had made 
significant progress toward an agreement on provisions related to Medicare prescription drug pricing as well 
as an expansion of the current-law 3.8 percent net investment income tax to ensure the solvency of the 

https://dhub.blob.core.windows.net/dhub/Newsletters/Tax/2021/TNV/211220_1.html
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Medicare program. Issues around clean energy tax incentives remained unresolved, as did discussions on 
potential revenue-raising provisions such as a proposed surtax on certain high-income individuals and a new 
15 percent minimum tax on the financial statement income of certain large corporations that were included in 
the House-passed proposal; however, Manchin continued to tell reporters—without going into specifics—that 
negotiations were proceeding. 
 
Inflation worries: Nonetheless, Manchin has remained extremely concerned about policies that could 
exacerbate inflation—and he doubled down on that position after the latest consumer price index (CPI) report 
showed this week that prices were 9.1 percent higher in June as compared to the same month last year. 
 
Although he has previously noted that a bill that, on net, reduces the deficit by raising more taxes— and 
generating additional savings in other areas—than it spends could be useful in combating inflation, his remarks 
on that approach in the wake of the latest CPI data were a bit less definitive. 
 
“Is there any more we can do? I don’t know,” Manchin told reporters July 13. “But I am very, very cautious. 
And I’m going to make sure that I have every input on scrubbing everything humanly possible that could be 
considered [inflationary]. . . . I’m more concerned than ever before.” 
 
Some Democrats fret about raising taxes: Moreover, some Democrats in both chambers appeared to be 
growing skittish about the possibility of enacting tax hikes, even before Sen. Manchin’s July 14 announcement. 
 
Sen. Gary Peters, D-Mich., told reporters this week that he was not sure if any of the revenue proposals in the 
House bill would be included in a final package. 
 
“It’s worth considering,” Peters said. “I don’t know if they’ll make it in this bill. We’ll see what happens.” 
 
Democratic Sen. Jon Tester of Montana was a bit more blunt about his reticence toward tax hikes in the 
current economic and political environment. 
 
“I don’t think raising taxes is a winner anywhere, OK?” Tester said. “[T]here’s some positive things you can talk 
about. But the bottom line is that no, taxes are never a winner. We need to be very careful.” 
 
And across the Capitol, some House Democrats, who approved a significant revenue package in their Build 
Back Better legislation, also appeared to be softening their stance on tax increases—a factor that is highly 
relevant given the party’s razor-thin majority in that chamber. (Democrats currently hold 220 seats in the 
House compared to 211 for Republicans, while 4 seats remain vacant. Thus, Speaker Nancy Pelosi, D-Calif., can 
afford to lose no more than four of her members if she hopes to get a measure through her chamber along 
strict party lines.) 
 
“I don’t think tax increases would be popular,” said Rep. Susie Lee, D-Nev. “Let’s see what the Senate gives us.” 
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Next steps unclear 
 
Majority Leader Schumer—who has been quarantining in New York this week after testing positive for 
COVID—did not release a public statement following Manchin’s announcement and it is currently unclear 
whether he intends to accede to the West Virginia senator’s demand for a significantly narrower Build Back 
Better package or instead hopes to jumpstart talks in hopes of striking a deal on a more substantial package. 
 
Press reports on July 15, citing comments from Manchin in a West Virginia radio interview, have suggested 
that Manchin could be open to revisiting climate and tax provisions in the coming weeks—after he has had a 
chance to digest the CPI report for July—with lawmakers taking up a broader measure in September. As a 
practical matter, however, it is not clear whether that approach would be viable given the time that would be 
required to negotiate and finalize a tax-and-spending agreement with the House and the pending expiration of 
the reconciliation instructions at the end of September. 
 
Senate Finance Committee Chairman Ron Wyden, D-Ore., reacted to the apparent breakdown of talks 
between Manchin and Democratic leaders in a statement released July 14. 
 
“I’m not going to sugar coat my disappointment here, especially since nearly all issues in the climate and 
energy space had been resolved. This is our last chance to prevent the most catastrophic—and costly—effects 
of climate change,” he said. 
 
Neither Speaker Pelosi nor the White House had commented publicly on these developments as of press time. 
 
— Alex Brosseau and Michael DeHoff 

Tax Policy Group 
Deloitte Tax LLP 

 

 
 
Hungary faces international backlash after pulling support for global minimum 
tax pact 
 
After scuttling the EU’s most recent attempt to implement a global minimum tax developed through the OECD, 
Hungary is facing threatened backlash from the US and from its European neighbors. But key Republicans in 
Congress have praised the country’s holdout against the OECD agreement and have blasted the Biden 
administration for what they characterized as a “transparent attempt to bully Hungary into hasty action.” 
 
In the wake of Hungary’s unexpected veto on June 17 of the EU vote on a draft directive to implement a 15 
percent minimum tax on companies with global revenue greater than 750 million euros—Pillar 2 of the global 
tax agreement reached by 140 nations last October—the US Treasury Department announced its intention to 
terminate the tax treaty with Hungary that has been in place for decades. A Treasury spokesperson said the US 
has grown increasingly unhappy with the treaty as Hungary’s 9 percent corporate tax rate makes the 
agreement’s benefits lopsided. Hungary’s stance on the OECD agreement, which is a priority for the Biden 
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administration, proved to be the last straw. (For prior coverage, see Tax News & Views, Vol. 23, No. 21, June 
17, 2022.) 
URL: https://dhub.blob.core.windows.net/dhub/Newsletters/Tax/2022/TNV/220617_2.html 
 
“Hungary made the US government’s longstanding concerns with the 1979 tax treaty worse by blocking the EU 
directive to implement a global minimum tax,” a Treasury spokesperson told Tax Notes July 8. “If Hungary 
implemented a global minimum tax, this treaty would be less one-sided; refusing to do so could exacerbate 
Hungary’s status as a treaty-shopping jurisdiction, further disadvantaging the United States.” 
 
GOP cheers on Hungary 
 
Key congressional Republicans, however, criticized the announcement about the tax treaty, accusing the 
administration of trying to bully Hungary and “interfere in an internal European Union policy-making process.” 
 
“The move stands in stark contrast to the Biden administration’s rhetoric about improving multilateral tax 
cooperation,” said top Senate Finance Committee Republican Mike Crapo and top Senate Foreign Affairs 
Committee Republican Jim Risch, both of Idaho, and top House Ways and Means Committee Republican Kevin 
Brady of Texas in a statement July 11. “We are very concerned that Treasury’s go-it-alone approach to the 
global tax negotiations will lead to more uncertainty, more disputes among countries, and fewer jobs and 
opportunities for Americans.” 
URL: https://www.finance.senate.gov/ranking-members-news/crapo-brady-risch-on-treasurys-desperate-attempt-to-
force-global-tax-agreement 
 
Following Hungary’s veto, the country’s Minister of Foreign Affairs and Trade, Péter Szijjártó, said in a radio 
interview, “US Republicans and the Hungarian government agree that the smaller the tax on labor, the bigger 
the opportunities for economic growth.” 
 
The criticism of Treasury’s move followed a letter two senior GOP House taxwriters sent to Hungary’s US 
ambassador thanking the nation for its “wisdom” in opposing the EU directive. 
 
“We have similar concerns that the OECD’s current Pillar 2 rules lack important details and would likely harm 
our own global competitiveness,” Reps. Adrian Smith, R-Neb., and Mike Kelly, R-Pa., wrote to Ambassador 
Szabolcs Takács on June 20, adding, “We question the prudence of the entire world moving forward toward a 
system that forces countries to relinquish their sovereign taxing authority while simultaneously creating new 
international tax disputes between countries.” 
URL: https://dhub.blob.core.windows.net/dhub/Newsletters/Tax/2022/TNV/220715_2_suppA.pdf 
 
The pair also emphasized that under the US political system, Congress is a necessary partner for implementing 
certain aspects of the agreement that the Biden administration signed onto, asserting that the administration 
“has not consulted directly with Congress or demonstrated the ability to assemble a majority to enact the tax 
law changes necessitated by these agreements.” 
 

https://dhub.blob.core.windows.net/dhub/Newsletters/Tax/2022/TNV/220617_2.html
https://www.finance.senate.gov/ranking-members-news/crapo-brady-risch-on-treasurys-desperate-attempt-to-force-global-tax-agreement
https://dhub.blob.core.windows.net/dhub/Newsletters/Tax/2022/TNV/220715_2_suppA.pdf
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Since last October when the agreement was inked through the OECD and G-20, Republican taxwriters have 
decried what they say is a lack of consultation with Congress by the administration and a lack of revenue 
analysis for the impact on the US fisc of Pillar 1, which would reallocate global taxing rights. (For prior 
coverage, see Tax News & Views, Vol. 23, No. 13, Apr. 1, 2022, and Tax News & Views, Vol. 23, No. 14, Apr. 8, 
2022.) 
URL: https://dhub.blob.core.windows.net/dhub/Newsletters/Tax/2022/TNV/220401_3.html 
URL: https://dhub.blob.core.windows.net/dhub/Newsletters/Tax/2022/TNV/220408_2.html 
 
Democrats have been hoping to use a budget reconciliation vehicle that will not require any GOP votes to pass 
some legislative changes needed for US implementation of Pillar 2, including an increase in the tax rate on 
global intangible low-taxed income (GILTI) to 15 percent and a calculation of GILTI on a country-by-country 
basis rather than on a global basis. These provisions were included in the Build Back Better Act the House 
passed last November but have been stuck in the Senate, where the support of all 50 Democrats is necessary 
to advance the measure under fast-track budget reconciliation protections. (See separate coverage in this 
issue for an update on the status of Build Back Better negotiations in the Senate. A detailed discussion of the 
tax provisions in the House-approved Build Back Better Act is available from Deloitte Tax LLP.) 
URL: https://www2.deloitte.com/content/dam/Deloitte/us/Documents/Tax/us-tax-provisions-in-the-build-back-better-
act.pdf 
 
EU-0, Vetoes-2 
 
The EU has encountered multiple roadblocks in its effort to implement the global minimum tax, which requires 
unanimity by the 27 member states of the union. Initially, Poland vetoed the directive at a May 24 meeting, 
insisting that the implementation of Pillars 1 and 2 have a binding link. When Poland relented and voted in 
favor at the June 17 meeting, Hungary reversed its stance and blocked passage. Many speculated that Hungary 
might be using its vote as leverage to unlock coronavirus recovery funds the EU is withholding, but hope for an 
about-face similar to Poland’s were short-lived as Hungary’s parliament on June 21 overwhelmingly adopted a 
resolution rejecting the EU directive. 
 
Since then, pressure has been growing in the European Parliament to find a workaround and move the draft 
directive without Hungary’s support. A resolution adopted July 6 calls for the European Commission to find 
alternative ways to adopt the directive and to look at gradually introducing majority voting on tax matters, 
rather than allowing a single member state to dictate outcomes. In the shorter term, however, French Finance 
Minister Bruno Le Maire told reporters July 1 that discussions are under way “on alternative solutions which 
would allow member states which wish to do so to put the minimum tax mechanism in place without 
Hungary.” 
 
One such option that some—including France and Germany—have proposed is the use of what is known as an 
“enhanced cooperation mechanism,” which allows at least nine EU member states to move forward as a last 
recourse if no agreement can be found at the EU level. However, an EU official told Tax Notes that this would 
not be a quick fix, either, and advised that if urgency is required “it’s better to work on plan A and engage with 
Hungary.” 
 

https://dhub.blob.core.windows.net/dhub/Newsletters/Tax/2022/TNV/220401_3.html
https://dhub.blob.core.windows.net/dhub/Newsletters/Tax/2022/TNV/220408_2.html
https://www2.deloitte.com/content/dam/Deloitte/us/Documents/Tax/us-tax-provisions-in-the-build-back-better-act.pdf


 
Tax News & Views Page 7 of 12 Copyright © 2022 Deloitte Development LLC 
July 15, 2022   All rights reserved. 

Detractors of the agreement in the US have pointed to the EU’s difficulty in moving Pillar 2 implementation as 
a reason for the US to delay its own process, arguing that being a first mover on the new rules will put the US 
and its companies at a disadvantage. Critics in the EU have similarly pointed to the US’s own struggles to pass 
necessary legislation for Pillar 2 as a reason to delay, creating a circular challenge. 
 
How about Pillar 1? 
 
Turning to the more complicated Pillar 1 of the global agreement, which will entail far more rules and 
multilateral cooperation, the OECD on July 11 released a Progress Report on Amount A of Pillar One and is 
accepting comments on the consultation paper until August 19. 
URL: https://www.oecd.org/tax/beps/progress-report-on-amount-a-of-pillar-one-july-2022.pdf 
 
Conceding to what had been widely viewed as an unrealistically ambitious 2023 implementation timeline for 
the reallocation of global taxing rights, the drafters revised the schedule for Amount A and propose to stabilize 
the rules this October, complete work related to the needed multilateral convention (MLC) and its explanatory 
in time for a signing ceremony in the first half of 2023, and enable the MLC to enter into force in 2024 “once a 
critical mass of jurisdictions . . . have ratified it.” 
 
The OECD said it will release the rules on the administration of the new taxing rights, including the tax 
certainty-related provisions, before members of the Inclusive Framework—the countries participating in the 
global tax project—meet in October. The OECD also stated that the work on Amount B of Pillar 1, a marketing 
and distribution safe harbor, will be completed by the end of this year. 
 
— Storme Sixeas 

Tax Policy Group 
Deloitte Tax LLP 

 

 
 
House taxwriters offer conflicting policy prescriptions for bringing down housing 
costs 
 
Debate on the role of tax policy in promoting housing affordability fell largely along party lines during a July 13 
House Ways and Means Committee hearing focused on “profits, disinvestments, and the American housing 
crisis.” 
 
The panel’s Democrats and their invited witnesses touted specific incentives in the House-passed Build Back 
Better Act that they contended would make rental housing and home ownership more affordable for low- and 
moderate-income individuals. Republicans, for their part, called for a more limited government role in the 
housing market and argued that, taken as a whole, the tax-increase and spending provisions in the Build Back 
Better legislation approved in the House (and currently stalled in the Senate) would only fuel inflation and 
drive up housing costs for individuals at all income levels. (See separate coverage in this issue for details on the 
status of Senate negotiations on a Build Back Better package.) 

https://www.oecd.org/tax/beps/progress-report-on-amount-a-of-pillar-one-july-2022.pdf
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Democrats promote Build Back Better incentives 
 
Democrats generally focused their tax policy discussion on two provisions in the Build Back Better Act—one 
that would expand and enhance the current-law low-income housing tax credit (LIHTC) and one that would 
create a new credit to encourage developers to rehabilitate certain abandoned or distressed single-family 
homes. (A detailed discussion of these and other tax provisions in the House-approved measure is available 
from Deloitte Tax LLP. A description of all the current-law tax incentives related to residential real estate is 
available from the Joint Committee on Taxation staff.) 
URL: https://www2.deloitte.com/content/dam/Deloitte/us/Documents/Tax/us-tax-provisions-in-the-build-back-better-
act.pdf 
URL: https://www.jct.gov/publications/2022/jcx-15-22/ 
 
Low-income housing tax credit: At a high level, the House-passed Build Back Better legislation would modify 
the existing LIHTC by increasing state allocations of the 9 percent credit, temporarily reducing certain tax-
exempt bond financing requirements, providing a basis boost for certain credit-eligible projects serving 
extremely low-income households, and repealing the qualified contract exception for buildings receiving 
allocations. 
 
Ways and Means Democrat Bill Pascrell of New Jersey called the credit “one of our best affordability tools” but 
added that Congress “can make it much better.” Committee Chairman Richard Neal, D-Mass., and other 
Democrats on the panel noted that the credit has played a key role in redeveloping certain areas in their 
respective districts. 
 
One of the Democrats’ invited witnesses, Audra Hamernik of Nevada HAND (a nonprofit organization focused 
on financing, developing, constructing, and managing affordable apartment communities) told the panel in her 
opening statement that the LIHTC is the “primary tool” for creating and preserving affordable housing and that 
LIHTC-funded projects create jobs and generate revenue for local governments. 
 
Responding to a question from Rep. Brad Schneider, D-Ill., Hamernik explained that the credit is vital in 
attracting private investment in affordable housing projects, which typically offer below-market rents. But in 
an exchange with Rep. Suzan DelBene, D-Wash., Hamernik said that the credit program as it currently exists is 
“oversubscribed” and that agencies seeking awards under the program are operating in a “fiercely 
competitive” environment. She also noted in response to a question from Rep. Don Beyer, D-Va., that 
expanding the credit would increase the supply of affordable housing units and ease the competitive pressures 
that are contributing to spikes in rental prices generally. 
 
Neighborhood Homes Credit: The House-passed Build Back Better legislation also would establish a new 
Neighborhood Homes Credit in section 42A to encourage the rehabilitation of deteriorated homes in 
economically distressed neighborhoods. (The credit was originally introduced in 2021 in free-standing 
legislation known as the Neighborhood Homes Investment Act, or “NHIA.”) States would receive NHIA tax 
credit authority and administer and allocate credits on a competitive basis similar to the manner that states 
allocate low-income housing credits. 
 

https://www2.deloitte.com/content/dam/Deloitte/us/Documents/Tax/us-tax-provisions-in-the-build-back-better-act.pdf
https://www.jct.gov/publications/2022/jcx-15-22/
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The NHIA tax credits are intended to cover the gap between development costs and sales prices after applying 
certain limits, including a cap of up to 35 percent of eligible development costs. Abandoned homes that have 
been rehabilitated must be sold to an owner-occupant for investors to receive the credits and home owners 
must be below certain income limitations. Sales prices are capped and qualifying neighborhoods must have 
elevated poverty rates, lower incomes, and modest home values. Special rules would apply to rehabilitation 
projects undertaken when homes are already owner-occupied before and during the rehabilitation process. 
 
Democratic taxwriter Brian Higgins of New York, who introduced the NHIA in 2021, asked witness Akilah 
Watkins to discuss how the credit provides home ownership opportunities for low-income individuals. 
 
Watkins, who heads the Center for Community Progress, a nonprofit housing advocacy organization based in 
Flint, Mich., explained that the credit would provide incentives for developers to rehabilitate neglected and 
abandoned properties in low-income communities and includes safeguards to ensure that the incentive would 
be available only after a transaction is complete—that is, after a developer provides a capital investment and 
completes work on a property and the property is sold to a qualified buyer. 
 
In an exchange with Democratic taxwriter Gwen Moore of Wisconsin, Watkins noted that the credit is also 
available to developers who work on owner-occupied properties, a feature that promotes neighborhood 
stability by enabling individuals who live in aging properties but lack the equity to pay for the cost of needed 
upgrades to remain in their homes. 
 
Another witness, Christopher Herbert of the Joint Center for Housing Studies at Harvard University, explained 
in response to a question from Del. Stacey Plaskett, D-V.I., that the NHIA would attract capital to help close the 
gap that occurs when the cost of acquiring and renovating a property exceeds the property’s likely post-
renovation sales price. Herbert cited the gap as an example of a situation in which “government intervention is 
necessary because market forces won’t turn [it] around.” 
 
Republicans cite inflationary concerns 
 
For their part, Republicans on the panel did not engage in extended discussions of the specific real estate-
focused incentives in the House-approved Build Back Better legislation, although there were two notable 
exceptions. Rep. Tom Rice, R-S.C., commented during an exchange with witness Audra Hamernik that the 
federal government already provides substantial support for low-income housing developers through the 
LIHTC and questioned the need for it to provide more. For his part, Rep. Mike Kelly, R-Pa., expressed support 
for the Neighborhood Homes Credit, calling it an example of what the government can do “when it gets out of 
the way and lets private investors do what they do best, and that’s picking good investments to invest their 
money in.” (Kelly co-sponsored the Neighborhood Homes Investment Act with Democrat Brian Higgins, 
although he joined the rest of the House Republican Conference in voting against the larger Build Back Better 
Act, which includes the Neighborhood Homes Credit, when it came to the chamber floor last November.) 
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Otherwise, Republican taxwriters advanced a more general argument that proposed spending programs and 
revenue-raising provisions in the Build Back Better legislation writ large would exacerbate the recent rise in 
inflation and continue to drive up prices across all sectors of the economy, including housing. 
 
“ . . . [W]hen this committee marked up the Build Back Better bill, I and my Republican colleagues expressed 
our deep-seated concerns that the White House was spending so much to kill so many American jobs,” ranking 
member Kevin Brady, R-Texas, said in his opening statement. “We warned that under that bill, inflation would 
spin out of control, and would raise taxes on the middle class and small businesses. Now, we hear rumors of a 
“slimmed-down” version of this bill and we still see over a trillion dollars of tax increases that will drive prices 
higher.” 
 
Net investment income tax: Several Republicans on the panel singled out a possible expansion of the 3.8 
percent net investment income tax as something that would be particularly detrimental to the housing sector 
if it were to become law. The House-passed Build Back Better legislation generally would expand that tax to 
include, in addition to all investment income, all trade or business income for individuals with more than 
$500,000 in modified adjusted gross income (for joint filers), $250,000 (married filing separately), or $400,000 
(all other individual taxpayers). A similar provision reportedly was slated for inclusion in a narrower Senate 
alternative package being negotiated by Senate Majority Leader Charles Schumer, D-N.Y., and Sen. Joe 
Manchin, D-W. Va., but negotiations over that emerging package abruptly broke down on July 14. 
 
House taxwriter Adrian Smith, R-Neb., asked witness Edward J. Pinto of the American Enterprise Institute 
Housing Center about the possible effects of such a proposal on new home prices. 
 
Pinto replied that any provision that increases marginal tax rates would be “counterproductive,” especially for 
small businesses. This particular provision, he said, would hit home builders and contractors and would 
“decimate” the housing industry. 
 
In a similar exchange with Rep. Gregory Murphy, R-N.C., Pinto contended that the provision would lead to 
increases in construction costs that would in turn drive up rental prices as well as the purchase price of new 
homes. 
 
Pinto characterized the proposal as “going in the wrong direction.” 
 
Opportunity Zones: A few Republicans argued in general terms that Congress could more effectively address 
the nation’s current economic concerns by focusing on Trump-era tax policies. Pennsylvania Republican Mike 
Kelly specifically touted Opportunity Zone program, enacted in the Tax Cuts and Jobs Act of 2017 (P.L. 115-97), 
which provides tax relief on capital gains rolled over into investments in designated geographic areas. 
 
Democratic taxwriter Ron Kind of Wisconsin noted that the program has had some success in his district and 
asked Akilah Watkins of the Center for Community Progress whether the incentive would be effective in 
boosting the affordable housing stock. 
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Watkins replied that Opportunity Zones tend to work best in communities that are “on the cusp” of 
redeveloping and need an additional infusion of cash, but they are less effective in areas that are “persistently 
poor.” Those communities, she said, “need a different set of tools”—including government subsidies—because 
the profit margins otherwise are unlikely to attract significant private investment. 
 
— Michael DeHoff 

Tax Policy Group 
Deloitte Tax LLP 

 

 
 
JCT releases federal tax system overview 
 
The Joint Committee on Taxation (JCT) staff released a new report late last month describing the operation of 
the federal tax system as in effect for 2022. 
URL: https://www.jct.gov/publications/2022/jcx-14-2022/ 
 
The JCT report takes a broad look at the various elements of federal tax law, including individual and corporate 
income taxes, estate and gift taxes, payroll taxes, social insurance taxes, and certain excise taxes. It does not 
describe provisions as they may be in effect for future years nor does it discuss the scheduled termination of 
various temporary provisions in the tax code, such as those affecting individuals, estates, and passthrough 
businesses that were enacted in the Tax Cuts and Jobs Act of 2017 (P.L. 115-97) and are scheduled to expire 
after 2025. 
 
The report also includes a variety of historical tables and projections on topics such as distribution of income 
and taxes, distribution of selected itemized deductions, income sources for individual taxpayers, business 
returns by type, federal receipts by source, and the Social Security taxable wage base and rates of tax. 
 
— Michael DeHoff 

Tax Policy Group 
Deloitte Tax LLP 
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