§1.42-1

§1.42-1 Limitation on low-income
housing credit allowed with respect
to qualified low-income buildings
receiving housing credit allocations
from a State or local housing credit
agency.

(a)-(g9) [Reserved]. For further guid-
ance, see §1.42-1T(a) through (g).

(h) Filing of forms. A completed Form
8586, “Low-Income Housing Credit,”
must be filed with the owner’s Federal
income tax return for each taxable
year the owner of a qualified low-in-
come building is claiming the low-in-
come housing credit under section
42(a). A completed Form 8609, “Low-In-
come Housing Credit Allocation Cer-
tification,” must be filed with the own-
er’s Federal income tax return for each
of the 15 taxable years of the compli-
ance period. Failure to comply with
the requirement of the preceding sen-
tence for any taxable year after the
first taxable year in the credit period
will be treated as a mathematical or
clerical error for purposes of section
6213(b)(1) and (9)(2).

(i) [Reserved]. For further guidance,
see §1.42-1T(i).

(J) Effective date. Section 1.42-1(h) ap-
plies to forms filed on or after January
27, 2004. The rule that applies for forms
filed before January 27, 2004 is con-
tained in §1.42-1T(h) in effect before
January 27, 2004 (see 26 CFR part 1 re-
vised as of April 1, 2003).

[T.D. 9112, 69 FR 3827, Jan. 27, 2004]

§1.42-1T Limitation on low-income
housing credit allowed with respect
to qualified low-income buildings
receiving housing credit allocations
from a State or local housing credit
agency (temporary).

(@) In general—(1) Determination of
amount of low-income housing credit.
Section 42 provides that, for purposes
of section 38, a low-income housing
credit is determined for a building in
an amount equal to the applicable per-
centage of the qualified basis of the
qualified low-income building. In gen-
eral, the credit may be claimed annu-
ally for a 10-year credit period, begin-
ning with the taxable year in which the
building is placed in service or, at the
election of the taxpayer, the suc-
ceeding taxable year. If, after the first
year of the credit period, the qualified
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basis of a building is increased in ex-
cess of the qualified basis upon which
the credit was initially determined, the
allowable credit with respect to such
additional qualified basis is determined
using a credit percentage equal to two-
thirds of the applicable percentage for
the initial qualified basis. The credit
for additions to qualified basis is gen-
erally allowable for the remaining
years in the 15-year compliance period
which begins with the first taxable
year of the credit period for the build-
ing. In general, the low-income housing
credit is available with respect to
buildings placed in service after De-
cember 31, 1986, in taxable years ending
after that date. See section 42 for the
definitions of “qualified low-income
building”, “applicable percentage”,
“qualified basis”, “credit period”, “com-
pliance period”, and for other rules re-
lating to determination of the amount
of the low-income housing credit.

(2) Limitation on low-income housing
credit allowed. Generally, the low-in-
come housing credit determined under
section 42 is allowed and may be
claimed for any taxable year if, and to
the extent that, the owner of a quali-
fied low-income building receives a
housing credit allocation from a State
or local housing credit agency. The ag-
gregate amount of housing credit allo-
cations that may be made in any cal-
endar year by all housing credit agen-
cies within a State is limited by a
State housing credit ceiling, or volume
cap, described in paragraph (b) of this
section. The authority to make hous-
ing credit allocations within the State
housing credit ceiling may be appor-
tioned among the State and local hous-
ing credit agencies, under the rules
prescribed in paragraph (c) of this sec-
tion. Upon apportionment of the State
housing credit volume cap, each State
or local housing credit agency receives
an aggregate housing credit dollar
amount that may be used to make
housing credit allocations among
qualified low-income buildings located
within an agency’s geographic jurisdic-
tion. The rules governing the making
of housing credit allocations by any
state or local housing credit agency are
provided in paragraph (d) of this sec-
tion. Housing credit allocations are re-
quired to be taken into account by
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