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of this chapter) need not be changed to
conform to the rules set forth in §§1.42—
6 and 1.42-8 through 1.42-12.

(b) Prior periods. Notice 89-1, 1989-1
C.B. 620 and Notice 89-6, 1989-1 C.B. 625
(see §601.601(d)(2)(ii)(b) of this chapter)
may be applied for periods prior to May
2, 1994.

(c) Carryover allocations. The rule set
forth in §1.42-6(d)(4)(ii) relating to the
requirement that state and local hous-
ing agencies file Schedule A (Form
8610), ‘‘Carryover Allocation of the
Low-Income Housing Credit,” is appli-
cable for carryover allocations made
after December 31, 1999.

[T.D. 8520, 59 FR 10074, Mar. 3, 1994; 59 FR
15501, Apr. 1, 1994, as amended by T.D. 8859, 65
FR 2328, Jan. 14, 2000]

§1.42-13 Rules necessary and appro-
priate; housing credit agencies’ cor-
rection of administrative errors and
omissions.

(a) Publication of guidance. Under sec-
tion 42(n), the Secretary has authority
to prescribe regulations as may be nec-
essary or appropriate to carry out the
purposes of section 42. The Secretary
may also provide guidance through
various publications in the Internal
Revenue Bulletin. (See
§601.601(d)(2)(ii)(b) of this chapter.)

(b) Correcting administrative errors and
omissions—(1) In general. An Agency
may correct an administrative error or
omission with respect to allocations
and recordkeeping, as described in
paragraph (b)(2) of this section, within
a reasonable period after the Agency
discovers the administrative error or
omission. Whether a correction is made
within a reasonable period depends on
the facts and circumstances of each sit-
uation. Except as provided in para-
graph (b)(3)(iii) of this section, an
Agency need not obtain the prior ap-
proval of the Secretary to correct an
administrative error or omission, if the
correction is made in accordance with
paragraph (b)(3)(i) of this section. The
administrative errors and omissions to
which this paragraph (b) applies are
strictly limited to those described in
paragraph (b)(2) of this section, and,
thus, do not include, for example, any
misinterpretation of the applicable
rules and regulations under section 42.
Accordingly, an Agency’s allocation of
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a Dparticular calendar year’s low-in-
come housing credit dollar amount
made after the close of that calendar
year, or the use of an incorrect popu-
lation amount in calculating a State’s
housing credit ceiling for a calendar
year are not administrative errors that
can be corrected under this paragraph
(b).

(2) Administrative errors and omissions
described. An administrative error or
omission is a mistake that results in a
document that inaccurately reflects
the intent of the Agency at the time
the document is originally completed
or, if the mistake affects a taxpayer, a
document that inaccurately reflects
the intent of the Agency and the af-
fected taxpayer at the time the docu-
ment is originally completed. Adminis-
trative errors and omissions described
in this paragraph (b)(2) include the fol-
lowing—

(i) A mathematical error;

(ii) An entry on a document that is
inconsistent with another entry on the
same or another document regarding
the same property, or taxpayer;

(iii) A failure in tracking the housing
credit dollar amount an Agency has al-
located (or that remains to be allo-
cated) in the current calendar year
(e.g., a failure to include in its State
housing credit ceiling a previously al-
located credit dollar amount that has
been returned by a taxpayer);

(iv) An omission of information that
is required on a document; and

(v) Any other type of error or omis-
sion identified by guidance published
in the Internal Revenue Bulletin (see
§601.601(d)(2)(ii)(b) of this chapter) as
an administrative error or omission
covered by this paragraph (b).

(3) Procedures for correcting adminis-
trative errors or omissions—(i) In general.
An Agency’s correction of an adminis-
trative error or omission, as described
in paragraph (b)(2) of this section, must
amend the document so that the cor-
rected document reflects the original
intent of the Agency, or the Agency
and the affected taxpayer, and com-
plies with applicable rules and regula-
tions under section 42.

(i1) Specific procedures. If a document
corrects a document containing an ad-
ministrative error or omission that has
not yet been filed with the Internal
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Revenue Service, the Agency, or the
Agency and the affected taxpayer,
should complete and file the corrected
document as the original. When a docu-
ment containing an administrative
error or omission has already been filed
with the Service, the Agency, or the
Agency and the affected taxpayer,
should refile a copy of the document
containing the administrative error or
omission, and prominently and clearly
note the correction thereon or on an
attached new document. The Agency
should indicate at the top of the docu-
ment(s) that the correction is being
made under §1.42-13 of the Income Tax
Regulations.

(iii) Secretary’s prior approval required.
Except as provided in paragraph
(b)(3)(vi) of this section, an Agency
must obtain the Secretary’s prior ap-
proval to correct an administrative
error or omission, as described in para-
graph (b)(2) of this section, if the cor-
rection is not made before the close of
the calendar year of the error or omis-
sion and the correction—

(A) Is a numerical change to the
housing credit dollar amount allocated
for the building or project;

(B) Affects the determination of any
component of the State’s housing cred-
it ceiling under section 42(h)(3)(C); or

(C) Affects the State’s unused hous-
ing credit carryover that is assigned to
the Secretary under section 42(h)(3)(D).

(iv) Requesting the Secretary’s ap-
proval. To obtain the Secretary’s ap-
proval under paragraph (b)(3)(iii) of
this section, an Agency must submit a
request for the Secretary’s approval
within a reasonable period after discov-
ering the administrative error or omis-
sion, and must agree to any conditions
that may be required by the Secretary
under paragraph (b)(3)(v) of this sec-
tion. When requesting the Secretary’s
approval, the Agency, or the Agency
and the affected taxpayer, must file an
application that complies with the re-
quirements of this paragraph (b)(3)(iv).
For further information on the applica-
tion procedure see Rev. Proc. 93-1, 1993-
1 I.R.B. 10 (or any subsequent applica-
ble revenue procedure). (See
§601.601(d)(2)(ii)(b) of this chapter.) The
application requesting the Secretary’s
approval must contain the following
information—
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(A) The name, address, and identi-
fication number of each affected tax-
payer;

(B) The Building Identification Num-
ber (B.I.N.) and address of each build-
ing or project affected by the adminis-
trative error or omission;

(C) A statement explaining the ad-
ministrative error or omission and the
intent of the Agency, or of the Agency
and the affected taxpayer, when the
document was originally completed;

(D) Copies of any supporting docu-
mentation;

(E) A statement explaining the ef-
fect, if any, that a correction of the ad-
ministrative error or omission would
have on the housing credit dollar
amount allocated for any building or
project; and

(F) A statement explaining the ef-
fect, if any, that a correction of the ad-
ministrative error or omission would
have on the determination of the com-
ponents of the State’s housing credit
ceiling under section 42(h)(3)(C) or on
the State’s unused housing credit car-
ryover that is assigned to the Sec-
retary under section 42(h)(3)(D).

(v) Agreement to conditions. To obtain
the Secretary’s approval under para-
graph (b)(3)(iii) of this section, an
Agency, or the Agency and the affected
taxpayer, must agree to the conditions
the Secretary considers appropriate.

(vi) Secretary’s automatic approval.
The Secretary grants automatic ap-
proval to correct an administrative
error or omission described in para-
graph (b)(2) of this section if—

(A) The correction is not made before
the close of the calendar year of the
error or omission and the correction is
a numerical change to the housing
credit dollar amount allocated for the
building or multiple-building project;

(B) The administrative error or omis-
sion resulted in an allocation docu-
ment (the Form 8609, ‘‘Low-Income
Housing Credit Allocation Certifi-
cation,” or the allocation document
under the requirements of section
42(h)(1)(E) or (F), and §1.42-6(d)(2)) that
either did not accurately reflect the
number of buildings in a project (for
example, an allocation document for a
10-building project only references 8
buildings instead of 10 buildings), or
the correct information (other than the
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amount of credit allocated on the allo-
cation document);

(C) The administrative error or omis-
sion does not affect the Agency’s rank-
ing of the building(s) or project and the
total amount of credit the Agency allo-
cated to the building(s) or project; and

(D) The Agency corrects the adminis-
trative error or omission by following
the procedures described in paragraph
(b)(3)(vii) of this section.

(vii) How Agency corrects errors or
omissions subject to automatic approval.
An Agency corrects an administrative
error or omission described in para-
graph (b)(3)(vi) of this section by—

(A) Amending the allocation docu-
ment described in paragraph
(b)(B)(vi)(B) of this section to correct
the administrative error or omission.
The Agency will indicate on the
amended allocation document that it is
making the ‘‘correction under §1.42—
13(b)(3)(vii).” If correcting the alloca-
tion document requires including any
additional B.I.N.(s) in the document,
the document must include any
B.I.N.(s) already existing for buildings
in the project. If possible, the addi-
tional B.I.N.(s) should be sequentially
numbered from the existing B.I.N.(s);

(B) Amending, if applicable, the
Schedule A (Form 8610), ‘‘Carryover Al-
location of the Low-Income Housing
Credit,” and attaching a copy of this
schedule to Form 8610, ‘‘Annual Low-
Income Housing Credit Agencies Re-
port,” for the year the correction is
made. The Agency will indicate on the
schedule that it is making the ‘‘cor-
rection under §1.42-13(b)(3)(vii).”” For a
carryover allocation made before Janu-
ary 1, 2000, the Agency must complete
Schedule A (Form 8610), and indicate
on the schedule that it is making the
“‘correction under §1.42-13(b)(3)(vii)’’;

(C) Amending, if applicable, the
Form 8609 and attaching the original of
this amended form to Form 8610 for the
year the correction is made. The Agen-
cy will indicate on the Form 8609 that
it is making the ‘‘correction under
§1.42-13(b)(3)(vii)”’; and

(D) Mailing or otherwise delivering a
copy of any amended allocation docu-
ment and any amended Form 8609 to
the affected taxpayer.

(viiil) Other approval procedures. The
Secretary may grant automatic ap-
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proval to correct other administrative
errors or omissions as designated in
one or more documents published ei-
ther in the FEDERAL REGISTER or in the
Internal Revenue Bulletin (see
§601.601(d)(2) of this chapter).

(c) Examples. The following examples
illustrate the scope of this section:

Example 1. Individual B applied to Agency
X for a reservation of a low-income housing
credit dollar amount for a building that is
part of a low-income housing project. When
applying for the low-income housing credit
dollar amount, B informed Agency X that B
intended to form Partnership Y to finance
the project. After receiving the reservation
letter and prior to receiving an allocation, B
formed Partnership Y and sold partnership
interests to a number of limited partners. B
contributed the low-income housing project
to Partnership Y in exchange for a partner-
ship interest. B and Partnership Y informed
Agency X of the ownership change. When ac-
tually allocating the housing credit dollar
amount, Agency X sent Partnership Y a doc-
ument listing B, rather than Partnership Y,
as the building’s owner. Partnership Y
promptly notified Agency X of the error.
After reviewing related documents, Agency
X determined that it had incorrectly listed B
as the building’s owner on the allocation
document. Since the parties originally in-
tended that Partnership Y would receive the
allocation as the owner of the building,
Agency X may correct the error without ob-
taining the Secretary’s approval, and insert
Partnership Y as the building’s owner on the
allocation document.

Example 2. Agency Y allocated a lower low-
income housing credit dollar amount for a
low-income housing building than Agency Y
originally intended. After the close of the
calendar year of the allocation, B, the build-
ing’s owner, discovered the error and
promptly notified Agency Y. Agency Y re-
viewed relevant documents and agreed that
an error had occurred. Agency Y and B must
apply, as provided in paragraph (b)(3)(iv) of
this section, for the Secretary’s approval be-
fore Agency Y may correct the error.

(d) Effective date. This section is ef-
fective February 24, 1994. However, an
Agency may elect to apply these regu-
lations to administrative errors or
omissions that occurred before the pub-
lication of these regulations. Any rea-
sonable method used by a State or
local housing credit agency to correct
an administrative error or omission
prior to February 24, 1994, will be con-
sidered proper, provided that the meth-
od is consistent with the rules of sec-
tion 42. Paragraphs (b)(3)(vi), (vii), and
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(viii) of this section are effective Janu-
ary 14, 2000.

[T.D. 8521, 59 FR 8861, Feb. 24, 1994, as amend-
ed by T.D. 8859, 656 FR 2328, Jan. 14, 2000]

§1.42-14 Allocation rules for post-1989
State  housing credit ceiling
amounts.

(a) In general. The State housing
credit ceiling for a State for any cal-
endar year after 1989 is comprised of
four components. The four components
are—

(1) $1.25 multiplied by the State popu-
lation (the population component);

(2) The unused State housing credit
ceiling, if any, of the State for the pre-
ceding calendar year (the unused
carryforward component);

(3) The amount of State housing
credit ceiling returned in the calendar
year (the returned credit component);
plus

(4) The amount, if any, allocated to
the State by the Secretary under sec-
tion 42(h)(3)(D) from a national pool of
unused credit (the national pool com-
ponent).

(b) The population component. The
population component of the State
housing credit ceiling of a State for
any calendar year is determined pursu-
ant to section 146(j). Thus, a State’s
population for any calendar year is de-
termined by reference to the most re-
cent census estimate, whether final or
provisional, of the resident population
of the State released by the Bureau of
the Census before the beginning of the
calendar year for which the State’s
housing credit ceiling is set. Unless
otherwise prescribed by applicable rev-
enue procedure, determinations of pop-
ulation are based on the most recent
estimates of population contained in
the Bureau of the Census publication,
Current Population Report, Series P-25;
Population Estimates and Projections, Es-
timates of the Population of States. For
convenience, the Internal Revenue
Service publishes the population esti-
mates annually in the Internal Rev-
enue Bulletin. (See §601.601(d)(2)(ii)(b)).

(c) The wunused carryforward compo-
nent. The unused carryforward compo-
nent of the State housing credit ceiling
of a State for any calendar year is the
excess, if any, of the sum of the popu-
lation and returned credit components,
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over the aggregate housing credit dol-
lar amount allocated for the year. Any
credit amounts attributable to the na-
tional pool component of the State
housing credit ceiling that remain
unallocated at the close of a calendar
year are not carried forward to the suc-
ceeding calendar year; instead, the
credit expires and cannot be reallo-
cated by any Agency.

(d) The returned credit component—(1)
In general. The returned credit compo-
nent of the State housing credit ceiling
of a State for any calendar year equals
the housing credit dollar amount re-
turned during the calendar year that
was validly allocated within the State
in a prior calendar year to any project
that does not become a qualified low-
income housing project within the pe-
riod required by section 42, or as re-
quired by the terms of the allocation.
The returned credit component also in-
cludes credit allocated in a prior cal-
endar year that is returned as a result
of the cancellation of an allocation by
mutual consent or by an Agency’s de-
termination that the amount allocated
is not necessary for the financial feasi-
bility of the project. For purposes of
this section, credit is allocated within
a State if it is allocated from the
State’s housing credit ceiling by an
Agency of the State or of a constitu-
tional home rule city in the State.

(2) Limitations and special rules. The
following limitations and special rules
apply for purposes of this paragraph
(d).

(1) General limitations. Notwith-
standing any other provision of this
paragraph (d), returned credit does not
include any credit that was—

(A) Allocated prior to calendar year
1990;

(B) Allowable under section 42(h)(4)
(relating to the portion of credit at-
tributable to eligible basis financed by
certain tax-exempt bonds under section
103); or

(C) Allocated during the same cal-
endar year that it is received back by
the Agency.

(i1) Credit period limitation. Notwith-
standing any other provision of this
paragraph (d), an allocation of credit
may not be returned any later than 180
days following the close of the first
taxable year of the credit period for the
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