DATES Written and electronic com- tory Affairs, Washington, DC 20503, with
ments must be received by May 6, 199%opies to tkelnternal Revenue Service,
Outlines of topics to be discussed at thAttn: IRS Reports Clearance Office
public hearing scheduled for May 27 OP:FS# Washington, DC 20224. Com-
1999, must be received pApril 8, 1999. ments on the collections of information
ADDRESSES: Send submissions toshould be received by March 9, 1999.
CC:DOM:CORP:R (REXZ664-97), Comments are specifically requested con-
room 5226, Internal Revenue Servicegerning:

POB 7604, Ben Franklin StatioWyash- Whether the proposed collection of infor-
ington, DC 20044. Submissions may benation is necessary for the proper perfor-
hand-delivered Monday through Fridaymance of the functions of the IRS, includ-
between the hours of 8 a.m. and 5 p.m. ting whether the information will have
CC:DOM:CORP:R (REX3664-97), practical utility;

Courig’s Desk, Internal Revenue Ser-The accuracy of the estimated burden as-
vice, 1111 Constitution Avenue, NV, sociated with the proposed collection of
Washington, DCAlternativel, taxpayers information (see below);

may submit comments electronically viHow the qualiy, utility, and clarity of the
the Internet by selecting theTax Regs” information to be collected may be en-
option on the IRS Home Page, or by suthanced;

mitting comments directly to the IRS In-How the burden of complying with the
ternet site at http://ww.irs.ustreas.gov/ proposed collection of information may
prod/tax_regs/comments. htmIThe pub- be minimized, including through the ap-
lic hearing will be held in room 2615, In-plication of automated collection tels-
Notice of Proposed Rulemaking ternal Revenue Buildingl111 Constitu- niques or other forms of information tech-

and Notice of Public Hearing tion Avenue, NV, Washington, DC. nology; and
Estimates of capital or start-up costs and
Compliance Monitoring and FOR FRIHER INFORIMION CON- costs of operation, maintenance, and pur-

Miscellaneous Issues Relating to  TACT: Concerning the regulations, Paul chase of services to provide information.

the Low-Income Housing Credit ~ Handleman, (202) 622-3040; conceming The requirement for the collections of
submissions, the hearing, and/or to bgformation in this notice of proposed

REG-114664-97 placed on the building access list to attengjlemaking is in §§1.42-5, 1.42-13, and

the hearing, LaN# Van Dyke, (202) 622- _ i ion i i
AGENE Internal Revenue Service g yke, (202) 1.42-17. The information is required by

(IRS) Treasuy, 7180 (not toll-free numbers). the IRS to verify compliance with the re-

’ ' _ quirements of section 42 The collections
ACTION: Notice of proposed rulemak_SUPPLEM INFORMIION: of information are mandatgr The likely
ing and notice of public hearing. Paperwork ReductinAct respondents/recordkeepers are individu-

als, state and local governments, busi-
SUMMARY: This document contains The collections of information con- nesses or other feprofit institutions, non-
proposed amendments to various existingined in 881.42-5 and 1.42-13 previprofit institutions, and small businesses or
final regulations concerning the low-in-ously have been reviewed and approvestganizations.
come housing tax credit including theby the @fice of Management and BudgetEstimated total annual reporting and
procedures for compliance monitoring byor review under control numbers 1545recordkeeping burden for §1.42-5:
state and local housing agencies (Ager-291 and 1545-1357, respectively; all 002,500 hours.
cies), the requirements for making carrythese paperwork requirements will b&=or §1.42-5, the estimated annual burden
over allocations, and the rules foAgen- consolidated under control number 1545er respondent varies from .5 hour to 3
cies’ correction of administrative errors orl357. The new collections of informationhours for taxpayers and 250 to 5,000
omissions. In addition, regulations areontained in this notice of proposed rulehours fa Agencies, with an estimated av-
being proposed involving the independenmaking have been submitted to the Oferage of 1 hour for taxpayers and 1,500
verification of information on sources andice of Management and Budget for rehours fa Agencies.
uses of funds submitted by taxpayers teiew in accordance with the PaperworkEstimated number of respondents for
Agencies These amendments and proReducticn Act of 1995 (44 U.S.C. §1.42-5: 20,000 taxpayers and 5 Agen-
posed regulations Hect owners of low- 3507(d)). cies.
income housing projects who have Comments on the collections of infor-Estimated total annual reporting and
claimed the credit and th Agencies whomation should be sent to #Dffice of recordkeeping burden for §1.42-13: 289
administer the credit This document alsoManagement and BudgetAttn: Desk hours.
provides notice of a public hearing orCificer for the Department of thTrea- For §1.42-13, the estimated annual bur-
these proposed regulations. sury, (iffice of Information and Regula- den per respondent varies from .5 hour to
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10 hours for taxpayers ahAgencies, with dent verification on sources and uses @nt in at least 20 percent of the low-in-
an estimated average of 3.5 hours for tafunds for low-income projects. come units in those projects; or (3) obtain
payers and 3 hours foAgencies. The proposed regulations also contaifrom all project owners tenant income and
Estimated number of respondents foamendments to the IncoenTax Regula- rent records for each low-income unit and,
§1.42-13: 43 taxpayers and 3 Agencies. tions (26 CFR part 1) including 81.42—6or at least 20 percent of the projects, re-
Estimated total annual reporting andcarryover allocations), §1.42%1 (provi- view the annual tenant income certifée
recordkeeping burden for §1.42-17sion of services), §1.42-12 (Hective tion, backup income documentation, and
2,110 hours. dates and transitional rules), andent record for each low-income tenant in
For 81.42-17, the estimated annual bug1.42-13 (correction of administrative erat least 20 percent of the low-income units
den per respondent varies from .5 hour t@rs and omissions) that are issued undar those projects.

2 hours for taxpayers and .5 hour to $he authority granted by section 42(n). The GAO report recommended that an
hours fa Agencies, with an estimated av- ) . Agency conduct regular on-site inspec-
erage of 1 hour for taxpayers and 2 houfsXplanation of lPovisions tions of projects and obtain building code

for Agencies. Compliance Monitoring inspection reports performed by the local
Estimated number of respondents for government unit The GAO found that
§1.42-17: 2,000 taxpayers and 5 Agen- Section 42(m)(1)(B)(iii) provides that desk audits (monitoring options 1 and 3
cies. an allocation plan is not qualified unless iabove) failed to detect violations involv-
Estimated annual frequency of responsesbntains a procedure that tnAgency (or ing the physical condition of buildings.
once a yea. an agent of, or private contractor hiredyb In addition, site visits allow a Agency to
An agency may not conduct or spomsothe Agency) will follow in monitoring directly assess the compliance status of
and a person is not required to respond teempliance with the provisions of sectiorprojects and the physical condition of
a collection of information unless the col-42. The Agency is to notify the IRS of buildings. Consistent with these propos-
lection of information unless it displays aany noncompliance of which thAgency als, the proposed regulations remove the
valid control number assigned by the Ofpecomes aware. three monitoring options and require, at
fice of Management and Budget. Section 42(m)(1)(B)(iii) is dfective on least once every three (3) years, that each
Books or records relating to a collecjanuary 1, 1992, and applies to all buildAgency conduct on-site inspections of all
tion of information must be retained asngs for which the low-income housingbuildings in each low-income housing
long as their contents may become mategredit determined under section 42 is, gproject and, for each tenant in at least 20
ial in the administration of any internalhas been, allowable at any timeAlloca- percent of the projecs low-income units
revenue lav. Generaly, tax returns and tion plans must have complied with theselected by tle Ageng, review the low-
tax return information are confidential, agequirements of §1.42—5 by June 30income certification, the documentation
required by 26 U.S.C. 6103. 1993. Section 42(m)(1)(B)(iii) and supporting such certification, and the rent
§1.42-5 do not require monitoring forrecord The proposed regulations also re-
whether a low-income housing project igjuire, at a minimum, by the end of the
On March 28, 1997, the Genekadc- in compliance with the requirements ottalendar year following the year the last
counting Gfice (GAO) submitted a report section 42 prior to January 1, 1992. Howbuilding in a project is placed in service,
to Congress, Tax Credits: Opportunities ever, if an Agency becomes aware of nonthat the Agency conduct on-site inspec-
to Improve Oversight of the Low-Incomecompliance that occurred prior to Januartions of the projects and review the low-
Housing Program,” (GAO/GGD/RCED- 1, 1992, the Agency is required to notifyincome certification, the documentation
97-55), recommending certain revisionghe IRS of that noncompliance. supporting such certification, and the rent
to existing Agency procedures for compli- The current compliance monitoringrecord for each tenant in the projectAs
ance with the low-income housing creditegulations require a Ageng, at a mini- part of the inspection requirements, the
and requirements under qualified allocamum, to review tenant income certiffie proposed regulations also require the
tion plans for verifying taxpayersources tions and rent chages of projects usingAgency to determine whether the project
and uses of funds for low-income housingne of the following three monitoring op-is suitable for occupany, taking into ac-
projects. Consistent with these proposaltipns: (1) review the ownersannual in- count local health, safet, and building
the proposed regulations amend existingopme certifications, including the docu-codes Agencies may delegate this deter-
regulation 81.42-5 to requie Agencies: (i) mentation supporting the certifications fomination only to a state or local govern-
to report annually their compliance moni-at least 50 percent of te Agencys low-in- ment unit responsible for making building
toring activities to the IRS; (ii) to conductcome projects, and tenant rent records tode inspections The three-year inspec-
on-site habitability inspections of low-in-at least 20 percent of the low-income unitdon requirement is proposed to beffec-
come housing projects; and (iii) to reviewin these projects; (2) make annual on-sitéve on the date the final regulations are
local government reports on building codénspections of at least 20 percent of thpublished in tle Federal Registe The
violations. In addition, the proposed reguprojects, and review the low-income certiplaced-in-service year inspection require-
lations provide that qualified allocationfication, the documentation supporting thenent is proposed to beftective for build-
plans require taxpayers to submit indepereertification, and rent record for each tenings placed in service on or after the date

Backgound
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the final regulations are published in thé&ouces and Uses of Funds information taken as a whole; (2) aer
Federal Registe view, which would consist of inquiries
The current compliance monitoring 1€ GAO report recommended that,y 4npjication of analytical procedures
regulations require the owner of a projectRS regulations be amended to establisha might bring to the accountastatten-
at a minimum, to certify annually that forCl€ar requirements to ensure independegi, significant matters #ecting a pro-
the preceding 12-month period eaclferification of taxpayes key information jecps financial information but would not
building in the project was suitable for ocON Sources and uses of funds submitted |34 ide assurance that the accountant
cupang, taking into account local health @1 Ageng. Without assurance of reliable, 14 hecome aware of all significant
safet, and building codes. Based on th@"d complete cost and financing informag, atters that would be disclosed in an
GAO recommendation, the proposed redlon Agencies are vulnerable to providing, ,qit: or (3) agreed-upon procedures,
ulations revise this certification by alsoMore (or fewer) tax credits to project§ypich would provide an accountant with
requiring the owner of the project to cerfhan are actually needed. Under sectiog pagis 1o issue a report of findings based
tify that for the preceding 12-month pe#2(M)(2)(A), the housing credit dollar 5, yhe specified procedures but not a basis
riod the state or local government unit redmount allocated to a project should nqf, jsq,e an opinion on the reliability of the
sponsible for making building code®xceed the amount thAgency determinesg,ancia| information.
inspections did not issue a report of a vigS necessary for the financial feasibility of - gecayse the first alternative provides
lation for the project. If the governmentafhe project and its viability as a qualifiedy,e st reliable independent verification
unit issued a report of a violation, thdoW-income housing project throughoul,, oo rces and uses of funds, the pro-
owner will be required to attach a copy othe credit period. In making this determiy,jqaq regulations require that a taxpayer
the report of the violation to the annuaiation, section 42(m)(2)(B) requires th‘"‘f-)nust obtain an opinion by a certified pub-
certification submitted to te Ageng. the Agency must consider: (i) the SOUrCefe accountant, based upon the accow
The proposed regulations also adopind uses of funds and the total financingnes 4udit or examination, on the finan-
the GAO recommendation thagencies Planned for the project, (ii) any proceedg,| geterminations and certifications
report annually to the IRS on complianc@r receipts expected to be generated by, iged by the taxpayer to ¢hAgend,
monitoring activities. It is anticipatedréason of tax benefits, (iii) the percentaggq|,ding the costs that may qualify for
Form 8610, “Annual Low-Income Hous-0f the housing credit dollar amount use, | sjon in eligible basis under section
ing Credt Agencies Report,” will bee- for project costs other than the costs of ing) 4y and the amount of the credit under
vised to require a Agency to confirm an- termediaries, and (iv) the reasonablenegg (ion 42 This opinion must be submit-
nua”y that it has satisfied the nEV\pf the developmental and Operationa['ed to the Agency before th Agency is-
compliance monitoring requirementsi COSts of the project The requirement ing, o5 the Form 8609, “Low-Income Hous-
volving: (1) the once every three-year onsection 42(m)(2)(B)(iii) is not to be ap-jng cred Allocation Certification” This
site inspections and review of the low-inplied so as to impede the development QL jirement is proposed to beffective on
come certification, the documentatiorProjects in hard-to-develop areas. the date the final regulations are pub-
supporting such certification, and the rent In its report, the GAO determined thalighe in theFederal Registe
record for each tenant in at least 20 pefn Agency must make three critical judg-
cent of the low-income units selected bynents in awarding credits: (1) the reasorBuildings Qualifying for Carryover
the Agency; and (2) the on-site inspe ableness of developer costs because tAdocations
tions relating to the placed-in-service yeaf\gency is to award no more credits to a .
and review of the low-income certifica-project than a specified percentage of cer- "€ Proposed regulations amend the
tion, the documentation supporting such@in Agency-approved project develop~arfyover allocation regulations bye
certification, and the rent record for eactinent costs; (2) the reasonableness of th&!"NY the Agency to file a form (to be
low-income tenant in the project. financing arrangements for the project belrescribed by the IRS) that summarizes
The current compliance monitoringcause the Agency is required to base affe carryover allocation document de-
regulations requie Agencies to report aaward of credit on the financial need of écrlbe'd in §1.42-6(d)(2) with the
correction of noncompliance or failure toproject subject to the limit computed orf\gencys Form 8610 for the year the_ allo-
certify if the correction occurs within the Agency-approved development costs; anflion is made The new form will be
correction period defined in §1.42—(3) criteria for pricing the credit (for ex- filéd with the Form 8610 in lieu of the
5(e)(4). The proposed regulations clariffample, use of an appropriate rate to cof/19inal carryover allocation document.
that the Agency is required to file Formvert credits into an equity investment/@XPayers must continue to file a copy of
8823, “Low-Income Housing Creditamount). the carryover allocation document with
Agencies Report of Noncompliance,” So that @ Agency may more accurately€ Form 8609 for the building for the
with the IRS reporting the correction ofdetermine the amount of credits to bdrst year the creditis claimed.
the noncompliance or failure to certify re-awarded, the GAO proposed three altetorrection é Administrative Erors and
gardless of when the correction occursative recommendations: (1) an exami”aOmissions
during the compliance period This re- tion or audit, which would provide a rea-
quirement is proposed to beffective on sonable basis for an independent public Housing credit agencies may correct
the date the final regulations are pubaccountant to issue an opinion on thadministrative errors and omissions with
lished in theFederal Registe overall reliability of a projects financial respect to allocations and recordkeeping
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if the correction occurs within a reaso with an amended Form 8610This provi- trance area more than 15 minutes before
able period of time after discovery of thesion is proposed to be féective on the the hearing starts. For information about
error or omission The current adminis- date the final regulations are published ihaving your name placed on the building

trative error and omission regulations dethe Federal Registe access list to attend the hearing, see the
fine an administrative error or omission as ) “FOR FHTHER INFORWION
a mistake that results in a document thatPecial Analyses CONACT” section of this preamble.

inaccurately reflects the intent of the |t has been determined that this notice 1n€ rules of 26 CFR 601.601(a)(3)
Agency at the time the document is origipy proposed rulemaking is not a signifi-apply to the hearipg.
nally completed o, if the mistake dfects cant regulatory action as defined in EO Persons that wish to present oral com-
a taxpaye, a document that inaccuratelyi 2866, Therefore, a regulatory assesMents at the hearing must submit written
reflects the intent of tie Agency and thement is not required. It also has been d@nd electronic comments and an outline
affected taxpayer at the time the doe termined that section 553(b) of # Ad- of the topics to be discussed and the time
ment is originally completed. Howeve ministrative Procedue Act (5 U.S.C. [0 be devoted to each topic (signed origi-
an administrative error or omission doeghapter 5) does not apply to these regul&2! and eight (8) copies) p April 8, 1999.
not include a misinterpretation of the aptions. It is hereby certified that the collec- A Period of 10 minutes will be allotted
plicable rules and regulations under segjons of information in these regulationd® €ach person for making comments.
tion 42. Agencies must obtain prior apwill not have a significant economic im- An agenda showing the scheduling of
proval from the Secretary to correct amact on a substantial number of small e speakers will be prepared after the
administrative error or omission if thetities. This certification is based upon théleadline for receiving outlines has
correction is not made before the close dhct that any burden on taxpayers is minPassed. Copies of the agenda will be
the calendar year of the error or omissiomal. Furthermore, mAgency is not a available free of chage at the hearing.
and the correction: (1) is a numericatsmall entity” for purposes of the Regula-
change to the housing credit dollatory Flexibility Act (5 U.S.C. chapter 6).
amount allocated for the building or pro-Accordingly, a Regulatory Flexibility =~ The principal author of these regal
ject; (2) affects the determination of anyAnalysis under the Regulatory Flexibilitytions is PaulE Handleman, €ice of the
component of the state housing credit Act is not required. Pursuant to sectiomssistant Chief Counsel (Passthroughs
ceiling under section 42(h)(3)(C); or (3)7805(f) of the Internal Revenue Codeand Special Industries), IRS. Howavye
affects the statés unused housing credithis notice of proposed rulemaking will beother personnel from the IRS drirea-
carryover that is assigned to the Secretasubmitted to the Chief Counselrfddvo- sury Department participated in their de-
under section 42(h)(3)(D). cacy of the Small BusinesAdministra- velopment.
The proposed regulations would protion for comment on its impact on small
vide automatic approval for correcting arbusiness.
administrative error or omission in an al- ) ) i
location document (a Form 8609, or a Cat(_:omments and Public Hearing Proposel Amendments to the Regulations
ryover allocation document under the re- Before these proposed regulations are Accordingl, 26 CFR part 1 is pro-
quirements of section 42(h)(1)(E) or (Fhdopted as final regulations, considar posed to be amended as follows:

and §1.42-6(d)(2)) that either did nOt aCtion will be given to any written com- PART 1—INCOMHBAXES

curately reflect the number of buildingsments (a signed original and eight (8)

constructed by the Hected taxpaye or copijes) that are submitted timely to the Paragraph 1 The authority citation for

transposed the information for one ofRS The IRS ad Treasury specifically part 1 continues to read in part as follows:

more buildings with other buildings in arequest comments on the clarity of the Authority: 26 U.S.C. 7805 * * *

project. proposed rule and how it may be made Section 1.42-17 also issued under 26
If the automatic approval provision ap-easier to understand All comments will U.S.C. 42(n); * * *

plies to the administrative error or omishe available for public inspection and Pa. 2. Section 1.42-5 is amended by:

sion, the proposed regulations require theopying. 1. Revising paragraphs (c)(1)(v),

Agency to amend the allocation docu- A public hearing has been scheduledc)(1)(vi) and (c)(2)(ii).

ment. If correcting the administrativefor Thursdg, May 27, 1999, at 10 a.m.in 2. Removing the language “If a moni-

error or omission requires adding a Buildroom 2615, Internal Revenue Buildingoring procedure includes the review pro-

ing Identification Number (B.I.N.) to the 1111 ConstitutionAvenue NW, Washing-  vision described in paragraph (c)(2)(ii)(B)

amended allocation document, the proton DC. Due to building security proce-of this section, the” from the second sen-

posed regulations require that éhAgency dures, visitors must enter at the 10tkence in paragraph (c)(2)(iii) and adding

must include any B.l.N.(s) already existStreet entrance, located between Constithe” in its place.

ing for the buildings in the document andtution and PennsylvaaiAvenues, NV, In 3. Removing the language “paragraph

if possible, number the additionaladdition, all visitors must present photdc)(2)(ii)(A), (B), and (C) of this section”

B.I.N.(s) sequentially from the existingidentification to enter the building. B from the first sentence in paragraph

B.I.N.(s). In addition, te Agency must cause of access restrictions, visitors wil{c)(4)(i) and adding “paragraph (c)(2)(ii)

file the amended allocation documentot be admitted beyond the immediate eref this section” in its place.

Drafting Information

* *x *x *x %
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4. Removing the language “An (A) The Agency conduct on-sitenr graph (c)(1)(vi) of this section (involving
Agency chooses the review requiremergpections of all buildings in the project bywhether a State or local government unit
of paragraph (c)(2)(ii)(A) of this sectionthe end of the calendar year following theesponsible for making building code in-
and some of the buildings selected for rerear the last building in the project isspections issued a report or a violation for
view are” from the first sentence in theplaced in service and review the low-inthe project), paragraph (c)(2)(ii)(B) of
example in paragraph (c)(4)(iii) andcome certification, the documentatiorthis section (the low-income certifica-
adding “An Agency selects for review” in supporting such certification, and the rertions, the documentation supporting such

its place. record for each low-income tenant; and certifications, and the rent records), para-
5. Adding paragraph (c)(5). (B) At least once every three (3) yearsgraph (c)(5) of this section (involving the
6. Revising the last sentence in parahe Agency conduct on-site inspections ofequirement to report t Agencys com-

graph (d). all buildings in the project, and, for eactpliance monitoring activities to the Ser-

7. Removing the language “(c)(2)-tenant in at least 20 percent of the pr vice), paragraph (d) of this section (in-
(iN(A), (B), or (C) of this section (which- ject’'s low-income units selected by thevolving habitability requirements), and
ever is applicable)” from paragraph (e)(2ageng, review the low-income certifica- paragraph (€)(3) of this section (involving
and adding the language “(c)(2)(ii) of thistjon, the documentation supporting suclthe requirement to report corrected ne

section” in its place. certification, and the rent record; and  compliance or failure to certify after the
8. Adding a sentence at the end of end of the correction period) areftective
- * * * * * . .
paragraph (e)(3)(i). on the date the final regulations are pub-

9. Removing the language “paragraph

lished in theFederal Registe
(e)(3) of this section” in the third sentence, * 7 Pa. 3. Section 1.42-6 is amended by
. . L t tivit The A t re- . . )
in paragraph (f)(1)(i) and adding “para- o9 ACUVIIES gency must re removing the first sentence in paragraph

: ., port its compliance monitoring activities . . 0
graphs (c)(5) and (e)(3) of this section Irgnnually on Form 8610, *Annual Low-In. (@(@)(i) and adding two sentences in its
its place. place to read as follows:

10. Adding two sentences at the end Oqome*l-iiusmg C_r_edAgenmes Rgport._”
paragraph (h). (d) . In.addmo.n, in connection with §1.42-6 Buildings qualifying for

The revisions and additions read as fof '€ OnSit€ inspections required by paraarryover allocations.
lows: graph (c)(2)(ii) of this section, tle Agency

must determine whether the project is

§1.42-5 Monitoring compliance with  suitable for occupany, taking into ac- (d) ***
low-income housingreditrequrements. count local health, safey, and building  (4) ***
codes. Notwithstanding paragraph (f) of (i) Ageny. The Agency must retain
this section, this determination may béhe original carryover allocation docu-

(C) *** delegated only to a State or local goverrment made under paragraph (d)(2) of this

(1) ** * ment unit responsible for making buildingsection and file the form .(to be prescribed

(v) All units in the project were for use code inspections. by the IRS) that summarizes the carryover
by the general public (as defined in (e)*** al!ocatlon document. This form is filed
§1.42-9) and used on a nontransient basis(3) * * * with the Agencys Form 8610 that ac-
(except for transitional housing for the (i) * * * For noncompliance or failure counts for the year the allocation is made.
homeless provided under section 43{i to certify that is corrected after the end of ™ *

(5) Agencyreports of compliance mon-

* Kk * *x %

* * x * *

(3)(B)(iii) or single-room-occupancy the correction period, tk Agency is re- 5 % % %+ %
units rented on a month-by-month basiguired to file Form 8823 with the Service
under section 42(i)(3)(B)(iv)); reporting the correction of the noncompli- Pa. 4. Section 1.42-411 is amended by

(vi) Each building in the project wasance or failure to certify regardless oftevising the last sentence in paragraph
suitable for occupany, taking into ac- when the correction occurs during the 15)(3)(ii)(A) to read as follows:
count local health, safet, and building year compliance period under section o )
codes, and the State or local governmen®(i)(1). §1.42-1 Provision of services.
unit responsible for making building code
inspections did not issue a report of a vio-
lation for any building in the project. Ifa (h) * * * In addition, the requirementin  (b) * * *
report of a violation was issued by theparagraph (c)(2)(ii)(A) of this section (in-  (3) * * *
governmental unit, the owner must attackolving on-site inspections relating to the (jii) * * * (A) * * * For a building de-
a copy of the report of the violation to theplaced-in-service year and review of thacribed in section 42(i)(3)(B)(iii) (relating
annual certification submitted to thelow-income certifications, the documen-+o transitional housing for the homeless)
Agency under paragraph (c)(1) of thidation supporting such certifications, andr section 42(i)(3)(B)(iv) (relating to sin-

* * * *x % * * *x * *

section; the rent records) is #ective for buildings gle room occupancy), a supportive ser-
(2) **= placed in service on or after the date theice includes any service provided to as-
(i) Require that with respect to eacHinal regulations are published in #ed- sist tenants in locating and retaining
low-income housing project— eral Registe The requirements in para-permanent housing.
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Foxok koK sion resulted in an allocation documentor either the year the allocation was
. ) (the Form 8609, “Low-Income Housingmade or the year the building was placed
Pa. 5. Section 1.42-12 is amended by gt allocation Certification,” or the al- in service by the #ected taxpaye The
adding paragraph (c) to read as follows: |ncation document under the requiremeniggency will indicate on the forms that it
§1.42-12 Effective dates and transitionaP! section 42(h)(1)(E) or (F) and §1.42-s making the “correction under §1.42—
rules. 6(d)(2)) that either did not accurately red3(b)(3)(vii)";
flect the number of buildings constructed (D) Filing the amended Form 8610
by the dfected taxpayer (for example, thewith the Service When completing the
(c) The rule set forth in §1.42—affected taxpayer built 10 buildings insteacimended Form 8610, thAgency should
6(d)(4)(ii) relating to the requirement thatof 8 buildings having the same total numfollow the specific instructions for the
state and local housing agencies file thieer of units), or transposed the informatiofrorm 8610 under the heading “Amended
form to be prescribed by the Internal Revfor one or more buildings with other build-Report”; and
enue Service that summarizes the carrjags in the multiple-building project; (E) Mailing a copy of any amended al-
over allocation document is féective for ~ (C) The administrative error or omis-location document and any amended Form
forms the due date of which are on osion does not &ect the Agencys ranking 8609 to the dfected taxpaye

* Kk * *x %

after March 8, 199 of the building(s) or project and the total (vii) Other appoval pocedues The
Pa. 6. Section 1.42-13 is amended byamount of credit te Agency allocated to Secretary may grant automatic approval to
1. Revising the introductory text ofthe building(s) or project; correct other administrative errors or
paragraph (b)(3)(iii). (D The Agency corrects the adminis- Omissions as designated in one or more
2. Adding paragraphs (b)(3)(vi),trative error or omission no later than ongocuments published either in éiederal
(b)(3)(vii), and (b)(3)(viii). year after the building(s) were placed ifRegiste or in the Internal Revenue Bul-
3. Adding a sentence at the end oervice by the #ected taxpayer; and ~letin (see § 601.601(d)(2) of this chapter).
paragraph (d). (B The Agency corrects the adminis- % % x %
The revisions and additions read as folrative error or omission by following the
lows: procedures described in paragraph (d) * * * Paragraphs (b)(3)(vi), (vii),
(b)(3)(vii) of this section. and (viii) of this section are &ective on
§1.42-13 Rules necessary and (vii) How Ageny corrects errors or  the date the final regulations are pub-
appropriate; housing redit agencies’ omissions subject to automatic appal. |ished in theFederal Registe
correction of administrative eors and An Agency corrects an administrative pg. 7. Section 1.42—17 is added to
omissions. error or omission described in paragrapfead as follows:

(b)(3)(vi) of this section by— B _
(A) Amending the allocation document81.42—-17 Qualifid Allocation Plan.

(b) *** described in paragraph (b)(3)(vi)(B) of _
(3) *x** this section to correct the administrativrTR(a) Redqurements—(l) In general.
(iii) Secetarys prior appgoval re- €rror or omission The Agency will indi- eserved]

quired Except as provided in paragrapwate on the amended allocation document (2) Selection criteria [R_eserved] .
(b)(3)(vi) of this section, a Agency must that it is making the “correction under (3) Agency evaluation Section

. ” . ; 42(m)(2)(A) requires that the housing
obtain the Secretarg prior approval to 81.42-13(b)(3)(vii)". If correcting the al- it doll ¢ allocated t oot
correct an administrative error or omislocation document requires including any’fech dotar amoun’ afocated fo a projec
sion, as described in paragraph (b)(2) gidditional B.LN.(s) in the document, theshould not exceed the amounteiAgency

C . A i determines is necessary for the financial
this section, if the correction is not magdocument must include any B.I1.N.(s) al>™ = " : B

' ot i : feasibility of the project and its viability
before the close of the calendar year dfady existing for the buildings. If possi " : : :
the error or omission and the correction—2I€: the additional B.LN.(s) should be se@s a qualified low-income housing project
quentially numbered from the existingthroughout the credit period. In making

* ok % k% B.L.N.(s); this determination, te Agency must con-

. . (B) Amending, if applicable, the form Sider—

(vi) Secetarys automatic a_pp)val. to be prescribed by the Service that sum- (i) The sources and uses of funds and
The Secretary grants automatic appro_vﬂ,arizes the allocation document (se#e total financing planned for the project.
to correct an administrative error or omisg1.42-6 (d)(4)(ii)) and attaching a copylhe taxpayer must certify to ¢hAgency
sion described in paragraph (b)(2) of thigf this form to an amended Form 8610the full extent of all federal, state, and
section if— “Annual Low-Income Housing Credit local subsidies that apply (or which the

(A) The correction is not made beforeagencies Report,” for the year the allocataxpayer expects to apply) to the project.
the close of the calendar year of the errajon was made The Agency will indicate The taxpayer must also certify to the
or omission and the correction is a numeien the forms that it is making the “correcAgency all other sources of funds and all
ical change to the housing credit dollation under §1.42—13(b)(3)(vii)"; development costs for the projectThe
amount allocated for the building or mul- (C) Amending, if applicable, the Form taxpaye’s certification should be sffi-
tiple-building project; 8609 and attaching the original of thisiently detailed to enable te Agency to

(B) The administrative error or omis-amended form to an amended Form 861dkscertain the nature of the costs that will

March 15, 1999 1999-11 |.R.B.



comprise the total financing package, in42(d) and amount of the credit under se
cluding subsidies and the anticipated syrion 42.

dication or placement proceeds to be (6) Bond financed mjects A project
raised. Development cost informationgualifying under section 42(h)(4) is no
whether or not includible in eligible basisentitled to any credit unless the gover
under section 42(d), that should be pr mental unit that issued the bonds (or ¢
vided to the Agency includes, but is notbehalf of which the bonds were issued
limited to, site acquisition costs, construcer the Agency responsible for issuing th
tion contingeng, general contracto’s Form(s) 8609 to the project, makes dete
overhead and profit, architect and engiminations under rules similar to the rule
neer’s fees, permit and survey fees, insuiin paragraphs (a)(3), (4), and (5) of thi
ance premiums, real estate taxes durirggction.

construction, title and recording fees, con- (b) Effective date This section is ef-
struction period interest, financing feesfective on the date final regulations ar
organizational costs, rent-up and markepublished in teFederal Registe

ing costs, accounting and auditing costs,

working capital and operating deficit re- Robert EWenzel,
serves, syndication and legal fees, devel- Deputy Commissioner of
oper fees, and other costs; Internal Revenue.

(i) Any proceeds or receipts expected

.. (Filed by the ®@ice of the Federal Register on Janu:
to be generated by reason of tax benemsiiry 7, 1999, 8:45 a.m., and published in the issue

(iii_) The percentage of the_housmghe Federal Register for January 8, 1999, 64R.
credit dollar amount used for project cost$143)

other than the costs of intermediaries.
This requirement should not be applied so
as to impede the development of projects
in hard-to-develop areas under section
42(d)(5)(C); and

(iv) The reasonableness of the develop-
mental and operational costs of the pro-
ject.

(4) Timing o Agency evaluationThe
financial determinations and certifications
required under paragraph (a)(3) of this
section must be made at each of the fol-
lowing times:

(i) The time of the application for the
housing credit dollar amount.

(i) The time of the allocation of the
housing credit dollar amount.

(i) The date the building is placed in
service.

(iv) After the building is placed in ser-
vice, and before tk Agency issues the
Form 8609, “Low-Income Housing
Credit Allocatian Certification.”

(5) Special rule for final determina-
tions and certificationsFor tte Agencys
evaluation under paragraph (a)(4)(iv) of
this section, the taxpayer must obtain an
opinion by a certified public accountant,
based upon the accountastaudit or ex-
amination, on the financial determax
tions and certifications in paragraphs
(a)(3)(i) through (iii) of this section, in-
cluding the costs that may qualify for in-
clusion in eligible basis under section




