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DEPARTHEN‘!‘ DFTHE TREASURY -
Internal Flevanue s-orvbo _--,- Lr
28 CFR Parts 1 and 602

g @"“@/
RIN 1545-.&093-;,,;_._ R

: J
. Flukes'fo carryomthe Purpo_sas of 5
* Section 42.and for Comecting =+

SUMMARY: Th.is document contains ﬁnal
regulations comcerning the Secretary™s -
authority 1o provide guida.nm NECHEEATY -
or appropriats to cary out the urpom
“of section.42, the low-incoms housm,g
credit. This document alsa contains -
final regulations allowing State and --
Iocal housing credit sgencies tacou-eci .
administretive errors and omissions © -
made in connection with allocations of .
low-incora housing cradit dollar - '_'
amounts and recerdkeeping within &
reasoneble period after their dlscovery
The final regulations affoct State-and”
local housing credit agencies, owners of

buildings or projects for which the low-. -

income housing credit is allocsted, and .
taxpayers claiming the lnw-mcnma

“housing eredit, : _
PATES: These final regulations a.re
effectiv- Febuary 24, 1994, -

. For apphcablln of these regulahonS.
see §1.42-13(d] of these cegulations. :
FOR FURTHER INFORMATION CONTACT:
Jeffrey A. Erickson. 2026223040 (not
a toll-free number).. .

SUPPLEMENTARY INFORMATION:
Paperwork Reduction Act

The collection of information
contained iz this final regulation has
been reviewed and approved by the
Office of Mansgement and Budget in
accordance with the Pa ork -
Reduction Act (44 L1.S.C. 3504(h)) under
* control number 1545-1357. The
estimated ennnal burden per respondent
varies from 1 hour to 2hours, - .
depending on individual circumstances,
wilh an estimated average of 1.5 hours. ..

Comments coocerging the accuracy of
tkis burden estimate and suggestions for
reducing this burden shoul directed .

to the Internal Revenue Service, .
Attention: RS Repdrts Clearance °
Cfficer, PC:FP, Washington, DG 20224, _
and to the Office of Management and
Budget. Attention: Desk Dfficer for the
Department of the Tressury, Office of-
Information and Regulatm-nya:rs
Wa.shmgton DC 20503 -

. pro
publmhed in the I"edg eral Register {58

Code., .~ -

:{'— notice were Teceived, and & public™7; %
. hearing was beld on April 5, 2993, Afer |

.. 2dopted as revued by thisTreasmy

d T T ‘Agenty must Fle its Form 8610, to_ '.'
ecision.” - % = '*_7’._‘ L~ correct-an ‘administrative error or,”
Exp]anahon nf Pmmmns - omission that changes the housmg

- include an *‘accounting error” asan

" Service and the Treasury Deépartment -'-:.

" ho

.~ example, assums an Agency, beheviﬁg

Background = - - p §1.42-13 of the Income Tax
On janurJ 4, 1993, anotice of . _ Regulations.
em (F5-50-92) was _ The proposed regulations mquue that

an Agency obtein the prior approval of
- Secretary to correct an
inistrative error or nmission if 1}

tha correction is not made before the -

closo of the calendar year of the error or
_omission, and (2) the correction is a’’ =
- numerical change to tha housing credit
¢ dollar amount allocated for the building

FR 44} proposing amendments ta the .
Income Tax Regulations {26 CFR part 1) °
‘under sec:hon 42 o{ Lha..n.temal Revanue

. Written cammams raspanding to the
e

consideration of all written and oral

comments regarding the ad:’
amendments, those mmﬁﬁm ‘are

‘should have until
e date by which-an -

that 'an Agen
February 28,

C.hanges Mndebythe Fina! nglatmns ) credit doilar amount allocated toa ™™ ™ -

I’ha proposed regulations generally - g Secretary's prior approvel. Another

commentator made a simijar suggestion
"“.examples. Commentators have . - _.ov " solely for eredi:s returned in the same

. ... yearin which they were allocated, | =
requested thal the final :eg’ulauans "7 .+ These suggestions have not been
adopted. Section 42{b}{1] requires that

an allocation for a certaincalendar year,

an gdrinistrative error and .
. omissian and include illustrative

- adminisuative ervor o omission., Tha -

are concernsd that the lerm sccountmg be mads by the closs of that calendar.
efror” is 1oo vagua. However, in order -, Y9ar. Consisient with that appmach,,—‘ .
ta address the commentators’ concers, * 11ese regulations do not permiten - - -
the final regulations clarify that an Agency 10 make & post-year allocation” .
edministrative ewror or omission without the Secrefary’s Pnorappmval.
includes.an erroe in the Of course, for a comrection of an

.administrative errot or omission that ‘an
Agency cannot correct on its own, an . -
Agency,; or the Agency and the affected
taxpayer. may seek the Secretary's priof.

credit dollar mmovat an Aéenéy
has allocated {or that remains tobe - -~
allocatsd) in a calendsr year. For

that it has $100 off aﬁt remnaining in approval.

" its ereddit ceiling for the current calendar .

: year, allocates $100 to a project and - Sm# Anal_ym -
agrees 10 allocats ap additional $30 from It has been dotermined that this

- the next calendar year’s credit ceiling. - Treasury Decision is not significant
Later, ip the current calendar year, the  regulaiory action as defized in

Agency discovers that it failed to
includs in its cradit ceiling for the
current calendar year $30 of credits that
were retufned in the current calendar -
year. The error in tracking the $50 of
credits that ‘were retumed isan” - - -
2dministrative error or omission. .

_ Ome commentator asked for
clarification of the correction procedure
an Agency should use when correcting
& document without the Secretary’s
prior approval Under the final
regulations, a document that correcis a
document containipg an ermor or

Executive.Order 12866. It also has been
" detennined that sectian 553(b) of the
Administrative Procedure Act {5 U.S.C,
chapter 5) and the Regulatory Flexibility -
Act (5 U.8.C. chaptar 6) do not apply to
thess regulations, and, therefore, a
Regulatory Flexibility Analysis is not
required. Pursuant to section 7805(f) of
the Internal Revenue Code, a copy of the
proposed regulations was submitted to
the Chief Counsel for Advocacy of the
Small Busipess Administration for
comrment oo its Jmpwt on small

omission that has not yet been filed ~ - business.
with the Inlernal Revenue Servh_oe . Drafting Information
should be fled as the coiginal, If a :
document containing an error has The principal amhor of these
" already been filed with the internal . regulations is Jeffrey A. Ericksen, Office
of Assistant Chief Counsel

Revenue Service, the Agency shauld
refile a copy of the document containing
the error that promin~ntiy and clearly

{Passthroughs and Specia)l Industries),
Internal Revenue Service. However,

- notes the comrection. The Agency should- other personnel from the IRS and
indicate at the top of the decament{s) .- Treasury Department pamc:pated in
that the corraction is being made under  their development,

 ar project. Ong commentator suggested .. ;-_

building or Pproject without obtam.l.ng -
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List of Subjects

 26CFAPart1

" recordkeeping requirements. .

-Regulations -

" Income taxes, Reporting and -

26 CFR Part 602

"’ Reporting and recordkeeping
“-+'requirements. C

Adoptica of Amer_idmenls-to the R

L Axccordmgl-y, 26 CFR parLs 1 a:id"soz

. Paragraph 1. The suthority citation
for part 1 is amended by adding an entry
_in numerical order to reed as [ollows:

W

are amended a5 follows: .. - .

PART 1-_INCOME TAXES .

Auwthority: 26 U.S.C. 7805"* * =,

Section 1.42-13 also issued under 26
U.S.C. 42(n}* * *.-
Par. 2. Section 1.42-13 is added to

[-- read as follows: -

“o §1.42-13 Rulea necessaryand | :

- ... appropriate; housing credit agenciss”
T cerrection of administralive errors and

“omissions. ' .

- v -"(a) Publication cIJf guidance. Under .

. section 42{n). the Secretary has
- authority to prescribe regulations as

- may be necessary or appropriate to carry

oul 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 ormissions—{i) In genernl. An
Agency may correct an administrative
ervor or omission with respect to
allocations and recordkeeping, as
described in parsgraph {(b)(2) of this

_ section, within a reasonable period after

the Agency discovers the adminpistrative
errar or omission. Whether a correction
iz made within a reasonable period
depends on the facts and circumstances
of each situatien, Except as provided in
paragraph (b)(3)(iii) of this section, an .
Agency need not obiain the prios
approval of the Secretary to cotrect an
administrative error or omission, if the
correction is made in accordance with
paragraph {b){3)(i] of this section. Tha
administrative errors and omissions to
which this paragraph (b) epplies ere
strictly limited to those described in
paragraph (b}(2) of this section, and,
thus. do not include, for example, any
misinferpretation of the applicable rules
and regulations under section 42, -
Accordingly, an Agency’s allocation of a
particular calendar year's low-income
housing credit dollar amount made after
the close of that calendar year, or the
use of an incorrect fopulation amount

»

“Agen

in calculating & State's housing aredit

ceiling for a calendar year are not

sdministrative errors tkat can be

corrected under this paragraph ().
(2) Administrative errors and

" omissions described. An administrative

erTor 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-

affected taxpayer at the time the
document is originally compieted. .. ,
Administretive errors and omissions

- described in this paragraph (b)(2)

include the followin
[i} A mathematical ezTor; .
{i1) An entry on a docwment that is
inconsistent with another entry on the-

same or another document regarding the

same property, or taxpayer;

{iii) A {ailure in tracking the housing

credit dollar amount an Agency has
altlocated (or that remains to he
allocated) in the current calendar year
(e.g.. a failure to include in ils Siate

- housing credit ceiling & previously

iocated c:r:git dollar amount that has
1 return at ery 7
(iviAn onﬂssblron :fxﬁafe;muion that
is requirad on a document; and

{v} Any other type of error or
omission identified by guidance
published iz the Internal Revenue

Bulletin (see §601.601(d}2Z)ii){b) of this

chapter) as zn edministrative eror or

omission covered by this paragraph (b).
(3) Procedures for correcting

administrative errors or omissions—(i)

In general. An Agency’s correcticn of an

administralive esTor of ornission, as
described in paragraph (b}{2) of this
section, must emend the document so

that the comected document reflects the

ariginal intent of the Agency, ar the
Agency and the affected taxpayer, and
complies with applicable rules and
refg.'llatjans under section 42.

i

) Specific procedures_ If a document

corrects a document containing an
administrative error or omissian that
bas not yet been filed with the Intemnal
Revenue Service, the Agency, or the
Agency and the alfected taxpayer,
should complete and file the corrected
document as the original. When a
document contzining an administrative
error or omission has already been filed
with the Service, the Agency, or the
and the affected taxpayer,
should refile a copy of the document
containing the administrative error or
omissian, and prominently and clearly
nots the correctian thereon or on an -
attached new document. The Agency
should indicate at the top of tha

document(s) that the carrection is being

" Secretary

made under § 1.42-13 of the Ircome Tax
Regulatjons. .

1ii) Secretary's prior approval
required, An Agency must obtain the
Secretary's prior approval to correct an
administrative srror or omission, as

"described in paragraph (b)(2) of this

section. if the correction is not made
before the close of the calendar year of
the error or omission and the =~
correction— v T
. [A) Is a numaricel change tothe

housing credit dollar amount ellocated
for the building or project; ' )

(B) Affects the determination of any
cemponent of the State’s housing credit
ceiling under saction 42(h)(3)(C}; or .
" [C} Affects the State’s unused bousing
credit carryover that is assigned to the
under section 42(h)(3)}{D}.

{iv) Requesting the Secretary’s
approval. To abtain the Secrelary’s
approvel under paragrsph (b){3){iti} of
this section, an Agency must submit a

.. -request for the Secretacy’s approval

within a reasonable period after X
discovering the administrative erTor or
omission, and must agree to any -
conditicns that may be required by the .
Secretery under paragraph (b){3){v) of .
this section. When requesting the -
Secretary’s approval, the Agency, or the .
Agency and the affected taxpayer, must
filo an application that complies with
the requirements of this paragraph
(b){3)iv). For further information on the
application procedurs see Rev, Proc.
93-1, 1993-1 LR.B. 10 (or any
subsaquent applicable rovenue
procedure]. (See §601.601(d)(2)(ii)(b) of .
this chapter.) The application requesting
the Secretary's approval must contain
the following information—

{A) The name, address, and
idantification number of each affected

taxpaver;

(B) The Building Identification
Number (B.I.N.) and address of each
building or project affected by the
administrative error or omission;,

(C) A statement explaining the
administrative 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
documentation;

{E) A statement explaining the effect,
if any, that a correction of the
administrative emror or omission would
have on the housing credit dotlar
amount allocated for any building or
project: and

(F) A statement explaining the effect,
if any, that a correction of the
administrative esror or omission would
have on the determination of the

- camponents of the State's housing credit

ceiling under section 42(h)(3)(C) oron
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- he State's unused housing c.md.u. : § 602101 [Amenced] . .
. arryover thal Ie assigned to the - .'. .'--.r— Par. 4 Section sn:..'.o:.(cl is mande-d
Secreluy undar section 42(b}3D}. ..7. -- by adding in aumecical order the eauy -

. (v) Agreement to conditions. To ... _' S "1.A42-13......1545-1357" [0 thae lahle
B “obtaln the Secreiary’s approval undar. ... -

Fparagra seclio _Margaret Miloer Richardson, " v

Agean]il?g?ﬁg%m the ,&1;;2& Cammmonerq’!memdﬂmue ’ "f ol
(uxpayu. must egrea 1o the conditions 7 7 Approved: January 25, 109-1 .

=« the Secxetiry considars appropriate ‘:_‘:‘:Sanml Y. Seszions, .- :

# {c) Examples. The following exa.mplm Awmmm;vof the rmmy

1B 400pe of U saction:. 135 (FR Doc 94-994s Filed 2-23-5¢: 3:43 |.m]-u-.

Exumph 1 hdmdun‘lﬂappbod hoa\;mcy* mmﬁww R B

for & xpeervation of 4 low-income howsing 4 o L :

-

g = part of 4 low-incame housing project - When L,
' appiylng fos the Yoiw-Insoma housing fredit | e
! wroount, B informed Agency X thet B P

"% {ntended to forrs Partuership ¥ to fizance the >

project’ Afer receiving the reservetion Votter ‘&

_c_ and prior Jo recelving an allocation; B forsned .

& ‘Partnership ¥ aod partoacrhip intecects W
.7 to & number of lunited parpers. By Lo i o
"5 coatributed the hwm,hausmgprqect,w
¢ to Partnewhip?Y in exchanga foca . - - . 2L
~ partnerchip inteiest. B and Partnership Yo o .,;
* informed Agency X of the ownership dumge.
.. When ectually alfocating the housing credit ™ -
" dollar amount; Agency X sent Partnership Y
: 3 document listing B, e than Partnership -

E.L uthehmldzznmhrm.arsh.\p\'* At

pmpuy notifi Asquof&mm Ee

< ARet reviewing related documents, Agency X

deterrmned that'it hat incorrectiy Jisted B as
" the buildiag's owner on the allocation” M
* . document, Since (theparties oclginally
g intended that Parmership Y would moetvs. "™
. the allocation s be owner of the bmldmg;
".. Agency X msy coerect the ecor without' '
» abtaining the Secrvary's approvel, andi.nsen
. Parinership ¥ as the nul'tdmgs QwDer aaxha
- atlocation document. ;- - .
< Exomple 2. Agency.Y ;Docsted a ‘mwr.r I
" low-ihtome housing aredit dollar amount for
& low-income houstng building than Agency”
Y originally intended. After the close of the
calendar year of the allocation, B. the
building’s owper, discovered the etror and .
promptly notified Agency Y. Ageacy Y .
reviewad relevant docurnents and sgreed that .
21 error had occured. Agency Y and B must
epply. 8s provided ia pamagrspt (bY)(3)iv) of
this saction, {or the Secretary’s approval . -
~ before Ageocy Y may corvect the eror.
(d) Effective date. This saction is -
effective Fabruary 24, 1994. H.owever.
" an Ageacy may elect Lo apply these
regulations 10 administrative errors or
omissions that pcourred before the
publication of these regulatiaas. Aay -
reasonshle method used by & State or =
* Jocal bousing credit agency \o carrect an
:dioinistranive ewor of vmission prier 1o
February 24, 1994. will be considared . -
proper. providad that.the method is v+
consistent w;th the rajes of section 42.

PART GOZ—OHB COH'I'FIOL HUHBERS
UNDER THE PAPERWORK LT
REDUCTION ACT = - -‘_;.. = n

" Par.2.Ths nuthanry Citation Jor part
.- 602 contirrues toreadasfollows L.

AmhnnrrZBU.SC.JSDS.
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