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(b) Effective  date. This section is ef-
fective on January 1, 2001. 
[T.D. 8859, 65 FR 2329, Jan. 14. 2000] 

§ 1.42-18 Qualified contracts. 
(a) Extended low-income housing com-

mitment—(1) In general. No credit under 
section 42(a) is allowed by reason of 
section 42 with respect to any building 
for the taxable year unless an extended 
low-income housing commitment (com-
mitment) (as defined in section 
42(h)(6)(B)) is in effect as of the end of 
such taxable year. A commitment must 
be in effect for the extended use period 
(as defined in paragraph (a)(1)(i) of this 
section). 

(i) Extended use period. The term ex-
tended use period means the period be-
ginning on the first day in the compli-
ance period (as defined in section 
42(i)(1)) on which the building is part of 
a qualified low-income housing project 
(as defined in section 42(g)(1)) and end-
ing on the later of— 

(A) The date specified by the low-in-
come housing credit agency (Agency) 
in the commitment; or 

(B) The date that is 15 years after the 
close of the compliance period. 

(Ii) Termination of extended use period. 
The extended use period for any build-
ing will terminate— 

(A) On the date the building is ac-
quired by foreclosure (or instrument in 
lieu of foreclosure) unless the Commis-
sioner determines that such acquisi-
tion is part of an arrangement with the 
taxpayer ("the owner") a purpose of 
which is to terminate such period; or 

(B) On the last day of the one-year 
period beginning on the date (after the 
14th year of the compliance period) on 
which the owner submits a written re-
quest to the Agency to find a person to 
acquire the owner's interest in the low-
income portion of the building If the 
Agency Is unable to present during 
such period a qualified contract for the 
acquisition of the low-Income portion 
of the building by any person who will 
continue to operate such portion as a 
qualified low-income building (as de-
fined In section 42(c)(2)). 

(iii) Owner non-acceptance. If the 
Agency provides a qualified contract 
within the one-year period and the 
owner rejects or fails to act upon the 
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contract, the building remains subject 
to the existing commitment. 

(iv) Eviction, gross rent increase con-
cerning existing low-income tenants not 
permitted. Prior to the close of the 
three year period following the termi-
nation of a commitment, no owner 
shall be permitted to evict or termi-
nate the tenancy (other than for good 
cause) of an existing tenant of any low-
income unit, or increase the gross rent 
for such unit in a manner or amount 
not otherwise permitted by section 42. 

(2) Exception. Paragraph (a)(l)(ii)(B) 
of this section shall not apply to the 
extent more stringent requirements 
are provided in the commitment or 
under State law. 

(b) Definitions. For purposes of this 
section, the following terms are de-
fined: 

(1) As provided by section 
42(h)(6)(G)(iii), base calendar year means 
the calendar year with or within which 
the first taxable year of the credit pe-
riod ends. 

(2) The low-income portion of a build-
ing is the portion of the building equal 
to the applicable fraction (as defined in 
section 42(c)(1)(B)) specified in the 
commitment for the building. 

(3) The fair market value of the non-
low-income portion of the building is de-
termined at the time of the Agency's 
offer of sale of the building to the gen-
eral public. The fair market value of 
the non-low-income portion also in-
cludes the fair market value of the 
land underlying the entire building 
(both the non-low-income portion and 
the low-income portion). This valu-
ation must take into account the exist-
ing and continuing requirements con-
tained in the commitment for the 
building. The fair market value of the 
non-low-income portion also includes 
the fair market value of items of per-
sonal property not included in eligible 
basis under section 42(d) that convey 
under the contract with the building. 

(4) Qualifying  building costs include— 
(I) Costs that are included in eligible 

basis of a low-income housing building 
under section 42(d) and that are in-
cluded in the adjusted basis of depre-
ciable property that is subject to sec-
tion 168 and that is residential rental 
property for purposes of section 142(d) 
and § 1.103-8(b); 
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