(A) the taxable year in which the building is placed in service,
r

0
(B) at the election of the taxpayer, the succeedi ng taxable
year,

but only if the building is a qualified |owincome building as of
the close of the 1st year of such period. The election under
subparagraph (B), once made, shall be irrevocable .

(2) Special rule for 1st year of credit period. --

(A) In general. -- The credit allowable under subsection (a)

Wi th the respect to any building for the 1st taxable year of the
credit period shall be determ ned by substituting for the
applicable fraction under subsection (c)(1) the fraction --

(1) the nunerator of which is the sumof the applicable
fractions determ ned under subsection (c)(1) as of the close of
each full nonth of such year during which such building was in
servi ce, and

(ii) the denom nator of which is 12.

(B) Disallowed 1st year credit allowed in 11th year. -- Any
reducti on by reason of subparagraph (A) in the credit allowable
(wi thout regard to subparagraph (A)) for the 1st taxable year of
the credit period shall be allowabl e under subsection (a) for the
1st taxable year following the credit period.

(3) Determ nation of applicable percentage with respect to
increases in qualified basis after 1st year of credit period. --
(A) In general. -- In the case of any building which was a
qualified | owincone building as of the close of the 1st year of
the credit period, if --

(i) as of the close of any taxable year in the conpliance period
(after the 1st year of the credit period) the qualified basis of
such buil di ng exceeds

(ii) the qualified basis of such building as of the close of the
1st year of the credit period,

t he appli cabl e percentage which shall apply under subsection (a)
for the taxable year to such excess shall be the percentage equa
to 2/3 of the applicable percentage which (after the application
of subsection (h)) would but for this paragraph apply to such
basi s.

(B) 1st year conputation applies. -- Arule simlar to the rule
of paragraph (2)(A) shall apply to any increase in qualified
basis to which subparagraph (A) applies for the 1st year of such
I ncr ease.

(4) Dispositions of property. -- If a building (or an interest
therein) is disposed of during any year for which credit is

al | owabl e under subsection (a), such credit shall be allocated
between the parties on the basis of the nunber of days during
such year the building (or interest) was held by each. 1In any
such case proper adjustnents shall be made in the application of
subsection (j).

(5) Credit period for existing buildings not to begin before
rehabilitation credit allowed. --

(A) In general. -- The credit period for an existing building
shal |l not begin before the 1st taxable year of the credit period
for rehabilitation expenditures with respect to the buil ding.



) Acquisition credit allowed for certain buildings not allowed
rehabilitation credit. --

) In general. -- In the case of a building described in clause
i) --

) Subsection (d)(2)(B)(iv) shall not apply, and

) the credit period for such building shall not begin before
e taxabl e year which would be the 1st taxable year of the

edit period for rehabilitation expenditures with respect to the
i 1ding under the nodifications described in clause (ii)(I1).

ii) Building described. -- A building is described in this

ause if --

) a waiver is granted under subsection 9d)(6)(C) with respect
the acquisition of the building, and

) a credit would be allowed for rehabilitati on expenditures
th respect to such building if subsection (e)(3)(A (ii)(l) did
not apply and if subsectlon (e)(3)(||)(l) were applied by
substituting "$2,000" for "$3,00

(g) Qalified | ow i ncome hou3|ng prolect. -- For purposes of
this section --
(1) In general. -- The term"qualified | owincone housing

project” neans any project for residential rental property if the
project nmeets the requirenents of subparagraph (A) or (B)

whi chever is elected by the taxpayer:

(A) 20-50 test. -- The project nmeets the requirenents of this
subparagraph if 20 percent or nore of the residential units in
such project are both rent-restricted and occupi ed by i ndividuals
whose inconme is 50 percent or |ess of area median gross incone.
(B) 40-60 test. -- The project nmeets the requirenents of this
subparagraph if 40 percent or nore of the residential units in
such project are both rent-restricted and occupi ed by i ndividuals
whose inconme is 60 percent or |ess of area median gross incone.
Any el ection under this paragraph, once made, shall be

i rrevocabl e. For purposes of this paragraph, any property shal
not be treated as failing to be residential rental property
nmerely because part of the building in which such property is

| ocated is used for purposes other than residential rental

pur poses.
(2) Rent-restricted units. --
(A) In general. -- For purposes of paragraph (1), a residential

unit is rent-restricted if the gross rent wth respect to such
unit does not exceed 30 percent of the inputed incone limtation
applicable to such unit. For purposes of the precedi ng sentence,
t he amount of the incone limtation under paragraph (1)
appl i cabl e for any period shall not be | ess than such limtation
applicable for the earliest period the building (which contains
the unit) was included in thee determ nati on of whether the
project is a qualified | owincone housing project.

(B) Goss rent. -- For purposes of subparagraph (A), gross rent

(i) does not include any paynment under section 8 of the United
St ates Housing Act of 1937 or any conparable rental assistance
program (with respect to such unit or occupants thereof),

(ii) includes any utility allowance determ ned by the Secretary
after taking into account such determ nations under section 8 of
the United States Housing Act of 1937,



(ii1) does not include any fee for a supportive service which is
paid to the owner of the unit (on the basis of the | owincone
status of the tenant of the unit) by any governnental program of
assi stance (or by an organi zation described in section 501(c)(3)
and exenpt formtax under section 501(a)) if such program (or
organi zati on) provides assistance for rent and the anmount of

assi stance provided for rent is not separable formthe anmnount of
assi stance provided for supportive services, and

(iv) does not include any rental paynent of the owner of the
unit to the extent such owner pays an equival ent anpunt to the
Farnmers' Hone Adm nistration under section 515 of the Housing Act
of 1949.

For purposes of clause (iii), the term"supportive service" nmeans
any service provided under a planned program of services designed
to enabl e residents of a residential rental property to remain

I ndependent and avoi d placenent in a hospital, nursing honme, or
intermediate care facility for the nentally or physically

handi capped. In the case of a single-roomoccupancy unit or a
bui | di ng described in subsection (i)(3)(B)(iii), such term

i ncl udes any service provided to assist tenants in |ocating and
retai ni ng pernmanent housi ng.

(O Inputed income limtation applicable to unit. -- For

pur poses of this paragraph, the inputed incone limtation
applicable to a unit is the income limtation which would apply
under paragraph (1) to individuals occupying the unit if the
nunber of individuals occupying the unit were as foll ows:

(i) In the case of a unit which does not have a separate
bedroom 1 individual.

(ii) In the case of a unit which has 1 or nore separate
bedroons, 1.5 individuals for each separate bedroom

In the case of a project with respect to which a credit is

al | owabl e by reason of this section and for which financing is
provi ded by a bond described in section 142(a)(7), the inputed
Incone limtation shall apply in lieu of the otherw se applicable
e income limtation for purposes of applying section 142(d)(4)
(B)(ii).

(D) Treatnment of units occupied by individuals whose incones
rise above limt. --

(i) In general. -- Except as provided in clause (ii),
notw t hstandi ng as increase in the incone of the occupants of a

| ow-i ncome unit above the inconme |imtation applicabl e under
paragraph (1), such unit shall continue to be treated as a | ow

I ncone unit I f the inconme of such occupants initially nmet such
income limtation and unit continues to be rent-restricted.

(ii) Next available unit nust be rented to | owinconme tenant if
i ncone rises above 140 percent of inconme limt. -- If the incone
of the occupants of the unit increases above 140 percent of the
incone limtation applicable under paragraph (1), clause (i)
shal |l cease to apply to such unit if any residential rental unit
in the building (of a size conparable to, or snmaller than, such
unit) is occupied by a new resident whose i ncone exceeds such
incone limtation. |In the case of a project described in section
142(d) (4) (B), the preceding sentence shall be applied by
substituting "170 percent” for "140 percent” and by substituting
"any lowincone unit in the building is occupied by a new



resi dent whose i nconme needs exceeds 40 percent of area nedi an
gross income” for "any residential unit in the building (of a
size conparable to, or smaller than, such unit) is occupied by a
new resi dent whose incone exceeds such income limtation”

(E) Units where federal rental assistance is reduced as tenant's
i ncone increases. -- If the gross rent with respect to a
residential unit exceeds the limtation under subparagraph (

A) by reason of the fact that the incone of the occupants thereof
exceeds the inconme limtation applicable under paragraph (1),
such unit shall, nevertheless, be treated as a rent-restricted
unit for purposes of paragraph (1) if --

(i) a Federal rental assistance paynent described in
subparagraph (B)(i) is made with respect to such unit or its
occupants, and

(ii) the sumof such paynment and the gross rent with respect to
such unit does not exceed the sum of the anobunt of such paynent
whi ch woul d be nade and the gross rent which would be payabl e

Wi th respect to such unit if --

(1) the incone of the occupants thereof did not exceed the
incone limtation applicable under paragraph (1), and

(1'l) such units were rent-restricted within the neani ng of
subpar agraph (A).

The precedi ng sentence shall apply to any unit only if the result
described in clause (ii) is required by Federal statute as of the
date of the enactnment of this subparagraph and as of the date the
Federal rental assistance paynent is made.

(3) Date for neeting requirenents. --

(A) INgeneral. -- Except as otherwise provided in this
paragraph, a building shall be treated as a qualified | owincone
building only if the project (of which such building is a part)
nmeets the requirements of paragraph (1) not |ater than the close
of the 1st year of the credit period for such building.

(B) Buildings which rely on later buildings for qualification. -

(i) In general. -- In determ ning whether a buil ding
(hereinafter in this subparagraph referred to as the "prior
building”) is a qualified | owinconme building, the taxpayer may
take into account 1 or nore additional buildings placed in
service during the 12-nonth period described in subparagraph (A
Wi th respect to the prior building only if the taxpayer elects to
apply clause (ii) with respect to each additional building taken
i nto account .

(ii) Treatnent of elected buildings. -- In the case of a
bui | di ng which the taxpayer elects to taken into account under
clause (i), the period under subparagraph (A) for such building
shall end at the close of the 12-nonth period applicable to the
prior building.

(iii) Date prior building is treated as placed in service. --
For purposes of determning the credit period and the conpliance
period for the prior building, the prior building shall be
treated for purposes of this section as placed in service on the
nost recent date any additional building elected by the taxpayer
Wi th respect to such prior building was pl aced in service.

(C Special rule. -- Abuilding --



(i) other than the 1st building placed in service as part of a
proj ect and

(ii) other than a building which is placed in service during the
12-nmont h period described in subparagraph (A) with respect to a
prior building which beconmes a qualified | owincome building,
shall in no event be treated as a qualified | owincome housing
project (w thout regard to such building) on the date such
building is placed in service.

(D) Projects with nore than 1 building nust be identified. --
For purposes of this section, a project shall be treated as
consisting of only 1 building unless, before the close of the 1st
cal endar year in the project period (as defined in subsection (h)
(1) (F)(ii)), each building which is (or will be) part of such
project is i dentified in such formand manner as the Secretary
may provide.

(4) Certain rules nmade applicable. -- Paragraphs (2) (other than
subparagraph (A) thereof), (3), (4), (4), (5), (6), and (7) of
section 142(d), and section 6652(j), shall apply for purposes of
det er m ni ng whet her any project is a qualified | owinconme housing
proj ect and whether any unit is a |owincone unit; except the, in
appl yi ng such provisions for such purposes, the term"” gross rent”
shal | have the neani ng given such term by paragraph (2)(B) of
this subsection

(5) Election to treat building after conpliance period as not
part of a project. -- For purposes of this section, the taxpayer
may elect to treat any building as not part of a qualified | ow

i nconme housi ng project for any period beginning after the
conpl i ance period for such building.

(6) Special rule where de mnims equity contribution. --
Property shall not be treated as failing to be residential rental
property for purposes of this section nerely because the occupant
of a residential unit in the project pays (on a voluntary basis)
to the lessor a de minims amobunt to be held toward the purchase
by such occupant of a residential unit in such project if --

(A) all amounts so paid are refunded to the occupant on the
cessation of his occupancy of a unit in the project, and

(B) the purchase of the unit is not permtted until after the

cl ose of the conpliance period with respect to the building in
whi ch the unit is |ocated.

Any anmount paid to the | essor as described in the preceding
sentence shall be included in gross rent under paragraph (2) for
pur poses of determ ning whether the unit is rent-restricted.

(7) Scattered site projects. -- Buildings which would (but for
their lack of proximty) be treated as a project for purposes of
this section shall be so treated if all of the dwelling units in
each of the buildings are rent-restricted (within the nmeaning of
paragraph (2)) residential rental units.

(h) Limtation on aggregate credit allowable with respect to
projects located in a state. --

(1) Credit may not exceed credit anount allocated to building. -

(A) In general. -- The anmount of the credit determ ned under
this section for any taxable year with respect to any buil ding
shal | not exceed the housing credit dollar anount allocated to
such buil di ng under this subsection.



(B) Tinme for making allocation. -- Except in the case of an

al | ocati on which neets the requirenents of subparagraph (O, (D
, (E), or (F) an allocation shall be taken into account under
subparagraph (A) only if it is nmade not later than the close of
the cal endar year in which the building is placed in service.

(C Exception where binding commtnent. -- An allocation neets
the requirenments of this subparagraph if there is a binding
conm tment (not later than the close of the cal endar year in

whi ch the building is placed in service) by the housing credit
agency to allocate a specified housing credit dollar amunt to
such building beginning in a specified | ater taxable year.

(D) Exception where increase in qualified basis. --

(i) In general. -- An allocation neets the requirenents of this
subparagraph if such allocation is nade not |ater than the close
of the cal endar year in which ends the taxable year to which it

wi || 1st apply but only to the extent the anmount of such
al | ocati on does not exceed the limtation under clause (ii).
(ii) Limtation. -- The limtation under this clause is the

amount of credit all owable under this section (w thout regard to
this subsection) for a taxable year with respect to an increase
in the qualified basis of the building equal to the excess of --
(1) the qualified basis of such building as of the close of the
1st taxable year to which such allocation will apply, over

(I'l) the qualified basis of such building as of the close of the
1st taxable year to which the nost recent prior housing credit

all ocation with respect to such building applied.

(ii1) Housing credit dollar amount reduced by full allocation. -

Not wi t hst andi ng cl ause (i), the full amount of the allocation
shal | be taken into account under paragraph (2).

(E) Exception where 10 percent of cost incurred. --

(i) INgeneral. -- An allocation neets the requirenents of this
subparagraph if such allocation is nade with respect to a
qualified building which is placed in service not later than the
cl ose of the second cal endar year follow ng the cal endar year in
whi ch the allocation is nade.

(ii) Qualified building. -- For purposes of clause (i), the term
"qual i fied building” nmeans any building which is part of a
project if the taxpayer's basis in such project (as of the close
of the cal endar year in which the allocation is nade) is nore
than 10 percent of the taxpayer's reasonably expected basis in
such project (as of the close of the second cal endar year
referred to in clause (i)). Such term does not include any

exi sting building unless a credit is allowabl e under subsection
(e) for rehabilitation expenditures paid or incurred by the

t axpayer with respect to such building for a taxable year ending
during the second cal endar year referred to in clause (i) or the
prior taxable year.

(F) allocation of credit on a project basis. --

(i) In general. -- In the case of a project which includes (or
Wi || include) nore than 1 building, an allocation neets the

requi renents of this subparagraph if --

(1) the allocation is made to the project for a cal endar year
during the project period,



(1) the allocation only applies to buildings placed in service
during or after the cal endar year for which the allocation is
made, and

(1'11) the portion of such allocation which is allocated to any
building in such project is specified not |ater than the cl ose of
t he cal endar year in which the building is placed in service.
(ii) Project period. -- For purposes of clause (i), the term
"project period" nmeans the period --

(1) beginning with the 1st cal endar year for which an allocation
may be made for the 1st building placed in service as part of
such project, and

(I'l1) ending with the cal endar year the last building is placed
in service as part of such project.

(2) Allocated credit anmount to apply to all taxable years ending
during or after credit allocation year. -- Any housing credit
dol I ar amount allocated to any building for any cal endar year --
(A) shall apply to such building for all taxable years in the
conpl i ance period ending during or after such cal endar year, and
(B) shall reduce the aggregate housing credit dollar anount of
the all ocating agency only for such cal endar year.

(3) Housing credit dollar amount for agencies. --

(A) In general. -- The aggregate housing credit dollar anpunt
whi ch a housing credit agency may allocate for any cal endar year
is the portion of the State housing credit ceiling allocated
under this paragraph for such cal endar year to such agency.

(B) State ceiling initially allocated to state housing credit
agenci es. --

Except as provided in subparagraphs (D) and (E), the State
housing credit ceiling for each cal endar year shall be allocated
to the housing credit agency of such State. |If there is nore
than 1 housing credit agency of a State, all such agencies shal
be treated as a single agency.

(C) State housing credit ceiling. -- The State housing credit
ceiling applicable to any State for any cal endar year shall be an
amount equal to the sum of --

(i) 9$1.25 multiplied by the State popul ation,

(i1) the unused State housing credit ceiling (if any) of such
State for the precedi ng cal endar year,

(iii) the anmount of State housing credit ceiling returned in the
cal endar year, plus

(iv) the anount (if any) allocated under subparagraph (D) to
such State by the Secretary.

For purposes of clause (ii), the unused State housing credit
ceiling for any cal endar year is the excess (if any) of the sum
of the amounts described in clauses (i) and (iii) over the
aggregate housing credit dollar anount allocated for such year.
For purposes of clause (iii), the anbunt of State housing credit
ceiling returned in the cal endar year equals the housing credit
dol I ar amount previously allocated within the State to any

proj ect which does not becone a qualified | owincome housing
project within the period required by this section or the terns
of the allocation or to any project with respect to which an

all ocation is cancelled by nmutual consent of the housing credit
agency and the allocation recipient.



(D) Unused housing credit carryovers allocated anong certain
states. --

(i) In general. -- The unused housing credit carryover of a
State for any cal endar year shall be assigned to the Secretary
for allocation anmong qualified States for the succeedi ng cal endar
year .

(ii) Unused housing credit carryover. -- For purposes of this
subpar agraph, the unused housing credit carryover of a State for
any cal endar year is thee excess (if any) of the unused State
hosing credit ceiling for such year (as defined in subparagraph
(O (ii)) over the excess (if any) of --

(1) the aggregate housing credit dollar anount allocated for
such year, over

(I'l) the sumof the anobunts described in clauses (i) and (iii)
of subparagraph (O

(iii1) Formula for allocation of unused housing credit carryovers
anmong qualified states. -- The anmount allocated under this
subparagraph to a qualified State for any cal endar year shall be
t he amount determ ned by the Secretary to bear the sane ratio to
t he aggregate unused housing credit carryovers of all States for
t he preceding g cal endar year as such State's popul ation for the
cal endar year bears to the population of all qualified States for
t he cal endar year. For purposes of the precedi ng sentence,
popul ati on shall be determ ned in accordance with section 146(j)

(iv) Qualified state. -- For purposes of this subparagraph, the
term"qualified State" nmeans, with respect to a cal endar year,
any State --

(1) which allocated its entire State housing credit ceiling for
t he precedi ng cal endar year, and

(I'l) for which a request is made (not later than May 1 of the
cal endar year) to receive an allocation under clause (iii).

(E) Special rule for states with constitutional hone rule
cities. -- For purposes of this subsection --

(i) In general. -- The aggregate housing credit dollar anpunt
for any constitutional honme rule city for any cal endar year shal
be an anount which bears the sane ratio to the State housing
credit ceiling for such cal endar year as --

(1) the population of such city, bears to

(1'l) the population of the entire State.

(ii) Coordination with other allocations. -- In the case of any
State which contains 1 or nore constitutional home rule cities,
for purposes of applying this paragraph with respect to hou3|ng
credit agencies in such State other than constitutional hone rule
cities, the State housing credit ceiling for any cal endar year
shal | be reduced by the aggregate housing credit dollar anounts
determ ned for such year for all constitutional home rule cities
in such State.

(iii) Constitutional hone rule city. -- For purposes of this
paragraph, the term"constitutional hone rule city" has the
meani ng gi ven such term by section 146(d) (3) (0

(F) State may provide for different allocation. -- Rules simlar
to the rules of section 146(e) (other than paragraph (2)9B)

t hereof) shall apply for purposes of this paragraph.



(G Population. -- For purposes of this paragraph, population
shal | be determ ned in accordance with section 146(j).

(4) Credit for buildings financed by tax-exenpt bonds subject to
vol une cap not taken into account. --

(A) In general. -- Paragraph (1) shall not apply to the portion
of any credit allowabl e under subsection (a) which is
attributable to eligible basis financed by any obligation the
interest on which is exenpt formtax under section 103 if --

(i) such obligation is taken into account under section 146, and
(ii1) principal paynments on such financing are applied within a
reasonabl e period to redeem obligations the proceeds of which
were used to provide such financing.

(B) Special rule where 50 percent or nore of building is
financed with tax-exenpt bonds subject to volune cap. -- For

pur poses of subparagraph (A), if 50 percent or nore of the
aggregate basis of any building and the | and on which the
building is located is financed by any obligation described in
subparagraph (A), paragraph (1) shall not apply to any portion of
the credit allowabl e under subsection (a) wth respect to such
bui | di ng.

(5) Portion of state ceiling set-aside for certain projects

i nvol ving qualified nonprofit organizations. --

(A) In general. -- Not nore than 90 percent of the State housing
credit ceiling for any State for any cal endar year shall be

all ocated to projects other than qualified | owincone hosing

proj ects described in subparagraph (B)

(B) Projects involving qualified nonprofit organizations. -- For
pur poses of subparagraph (A), a qualified | owinconme housing
project is described in this subparagraph if a qualified
nonprofit organization is to own an interest in the project
(directly or through a partnership) and materially participate
(within the nmeaning of section 469(h) in the devel opnent and
operation of the project throughout the conpliance period.

(C Qualified nonprofit organization. -- For purposes of this
paragraph the term"qualified nonprofit organization"” means any
organi zation if --

(i) such organization is described in paragraph (3) or (4) of
section 501(c) and is exenpt fromtax under section 501(a).

(ii) such organization is determ ned by the State housing credit
agency not to be affiliated with or controlled by a fro-profit
organi zati on; and

(iii) 1 of the exenpt purposes of such organization includes the
fostering of |owincome housing.

(D) Treatnment of certain subsidiaries. --

(i) In general. -- For purposes of this paragraph, a qualified
nonprofit organi zation shall be treated as satisfying the
ownership and material participation test of subparagraph (B) if
any qualified corporation in which such organi zati on hol ds stock
sati sfies such test.

(ii) Qualified corporation. -- For purposes of clause (i), the
term"qualified corporation” neans any corporation if 100 percent
of the stock of such corporation is held by 1 or nore qualified
nonprofit organizations at all tinmes during the period such
corporation is in existence.



(E) State nmay not override set-aside. -- Nothing in subparagraph
(F) of paragraph (3) shall be construed to pernmt a State not to
conply with subparagraph (A) of this paragraph.

(6) Buildings eligible for credit only if mninmmlong-term
conm tnment to | owincone housing. --

(A) In general. -- No credit shall be allowed by reason of this
section with respect to any building for the taxable year unless
an extended | ow1ncone hosing commtnent is in effect as of the
end of such taxable year.

(B) Extended |owincone housing conmtnent. -- For purposes of
this paragraph, the term "extended | owinconme housing commtnent”
means any agreenent between the taxpayer and the housing credit
agency - -

(i) which requires that the applicable fraction (as defined in
subsection (c)(1) for the building for each taxable year in the
ext ended use period will not be less than the applicable fraction
specified in such agreenent, and which prohibits the actions
described in subclauses (1) and (11) of subparagraph (E)(ii),

(ii) which allows individuals who neet the incone l'imtation
applicable to the building under subsection (g) (whether
prospective, present, or former occupants of the building) the
right to enforce in any State court the requirenent and

prohi bitions of clause (i),

(iii) which prohibits the disposition to any person of the
portion of the building to which such agreenment applies unless
all of the building to which such agreenent applies is disposed
of to such person

(iv) which is binding on all successors of the taxpayer, and

(v) which, with respect to the property, is recorded pursuant to
State law as a restrictive covenant.

(C Allocation of credit nay not exceed anpbunt necessary to
support comm tnent. --

(i) In general. -- The hosing credit dollar anpunt allocated to
any building nmay not exceed the anbunt necessary to support the
applicable fraction specified in the extended | owinconme housing
conm tment for such building, including any increase in such
fraction pursuant to the application of subsection (f)(3) if such
increase is reflected in an anended | owi ncone housi ng
commi t ment .

(ii) Buildings financed by tax-exenpt bonds. --



