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March 11, 2021 
 

To:  House Committee on Housing 

Rep. Julie Fahey, Chair  
   

Re:        HB 2578 – Home Mortgage Interest Deduction Reform – Support  

The League of Women Voters of Oregon believes in fair, equitable, and stable tax and revenue policies 

that adequately fund services and functions critical to Oregonians. The League supports a tax system that 

is based on the ability to pay, but that applies a benefits-received principle wherever reasonable and that 

recognizes the role of social expediency for justice and equity.  

As a state, we need to carefully evaluate every available housing subsidy to ensure that we are doing all 

we can to meet the overwhelming need for housing. When so many families and individuals have no 

place to call home, the time is right to redirect a portion of the savings from the mortgage interest 

deduction to people with the greatest need.  

 

The League supports HB 2578, the Mortgage Interest Deduction (MID) reform bill. As currently 

structured, the MID overwhelmingly benefits the wealthiest Oregonians at the same time so many 

families are in desperate need of safe and stable housing. HB 2578 will reallocate a portion of the 

resources dedicated to this subsidy to low-income Oregonians and shift the savings to a newly established 

Oregon Housing Opportunity Account. The resources, administered by the Housing and Community 

Services Department, will help keep families in their homes and off the street. One of the biggest 

challenges we face in Oregon is the lack of housing affordable to extremely low-income households, and 

some of these resources will be available to assist them. 

 

By far, the largest cost in the Department of Revenue's 2021-2023 Tax Expenditure Report is the federal 

home mortgage interest deduction allowed for Oregon tax purposes. The report shows that Oregon will 

lose close to a billion dollars in personal income tax revenue for the 2019-2021 biennium, and over $1.1 

billion next biennium on this tax deduction. Compare this billion-dollar figure to the $126 million next 

biennium that Oregon will spend on the Earned Income Tax Credit for low-income working families.  

 

This bill proposes to eliminate the amount of the mortgage interest deduction available to those few 

Oregon taxpayers who earn more than $250,000 in adjusted gross income (AGI) per year and retains a 

proportion of the deduction for those earning between $200,000-$250,000 AGI. In addition, the deduction 

would be limited to principal residences only, except the MID can be counted as an itemized business 

expense deduction on a pro rata basis for a second home if it is used for short and long-term rentals. This 

will help those who are currently counting on a vacation home rental to pay for ownership costs.  

 

It will also encourage second homes to be rented, which should ease the rental market. The MID also can 

be taken for a second home when the owner is actively trying to sell it. In the long run, these reforms 

should serve as a mild brake on the rising costs of homes that the state has been subsidizing with this 

deduction. For 95% of homeowners, their home mortgage interest deduction would be untouched. 

If we care about reducing racial and economic disparities through a fairer, more equitable tax code 

system, HB 2578 has been carefully designed to move Oregon in the right direction. 

 

We urge you to support HB 2578.  
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Thank you for the opportunity to discuss this legislation.  

 

 

   

Rebecca Gladstone          Debbie Aiona and Nancy Donovan  

LWVOR President LWVOR Housing Portfolio  

  

 

 

 

Josie Koehne 

LWVOR Revenue Coordinator 
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