
Part I. Rulings and Decisions Under the Internal Revenue Code of 1986

Section 42.—Low-Income
Housing Credit

Low-income housing credit; satisfac-
tory bond; “bond factor” amounts for the
period January through March 2003.
This ruling announces errors in the monthly
bond factor amounts to be used by taxpay-
ers who dispose of qualified low-income
buildings or interests therein during the pe-
riod January through March 2003. It also
provides a list of the corrected bond fac-
tor amounts. Rev. Rul. 2003–2 revoked.

Rev. Rul. 2003–22

In Rev. Rul. 90–60, 1990–2 C.B. 3, the
Internal Revenue Service provided guid-
ance to taxpayers concerning the general
methodology used by the Treasury Depart-
ment in computing the bond factor amounts
used in calculating the amount of bond con-
sidered satisfactory by the Secretary un-
der § 42(j)(6) of the Internal Revenue Code.
It further announced that the Secretary
would publish in the Internal Revenue Bul-

letin a table of bond factor amounts for dis-
positions occurring during each calendar
month.

Rev. Proc. 99–11, 1999–1 C.B. 275, es-
tablished a collateral program as an alter-
native to providing a surety bond for
taxpayers to avoid or defer recapture of low-
income housing tax credits under § 42(j)(6).
Under this program, taxpayers may estab-
lish a Treasury Direct Account and pledge
certain United States Treasury securities to
the Internal Revenue Service as security.

This revenue ruling provides in Table 1
the bond factor amounts for calculating the
amount of bond considered satisfactory un-
der § 42(j)(6) or the amount of United
States Treasury securities to pledge in a
Treasury Direct Account under Rev. Proc.
99–11 for dispositions of qualified low-
income buildings or interests therein dur-
ing the period January through March 2003.

Due to a miscalculation, Rev. Rul.
2003–2, 2003–2 I.R.B. 251, is in error re-
garding dispositions of qualified low-income
buildings or interests therein during the pe-
riod January through March 2003. The

present revenue ruling provides the cor-
rected bond factor amounts.

Under the authority of § 7805(b), tax-
payers that posted bonds and taxpayers that
established Treasury Direct Accounts un-
der Rev. Proc. 99–11, based upon the above
mentioned bond factor amounts may con-
tinue to rely on those figures. Taxpayers that
choose to amend their previously posted
bonds by using the corrected bond factor
amounts listed in this revenue ruling may
do so by submitting an amended Form
8693, Low-Income Housing Tax Credit Dis-
position Bond, to the Internal Revenue Ser-
vice Center, Philadelphia, PA 19255. The
amended form may be submitted either by
the taxpayer or the surety. Taxpayers that
choose to amend the amount of securities
pledged in their previously established Trea-
sury Direct Account by using the corrected
bond factor amounts listed in this rev-
enue ruling should contact the Bureau of
Public Debt, Division of Customer Ser-
vice, IRS Collateral Desk at (304) 480–
6158 for further information.

Table 1
Rev. Rul. 2003–22

Monthly Bond Factor Amounts for Dispositions Expressed
As a Percentage of Total Credits

Calendar Year Building Placed in Service
or, if Section 42(f)(1) Election Was Made,

the Succeeding Calendar Year
Month of

Disposition
1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999

Jan ’03 16.23 30.04 41.83 51.93 60.50 60.24 60.12 60.11 60.18 60.39 60.62
Feb ’03 16.23 30.04 41.83 51.93 60.50 60.09 59.97 59.96 60.03 60.24 60.47
Mar ’03 16.23 30.04 41.83 51.93 60.50 59.94 59.82 59.82 59.89 60.10 60.33

Table 1 (cont’d)
Rev. Rul. 2003–22

Monthly Bond Factor Amounts for Dispositions Expressed
As a Percentage of Total Credits

Calendar Year Building Placed in Service
or, if Section 42(f)(1) Election Was Made,

the Succeeding Calendar Year
Month of

Disposition
2000 2001 2002 2003

Jan ’03 60.89 61.55 62.49 62.68
Feb ’03 60.75 61.41 62.33 62.68
Mar ’03 60.62 61.27 62.19 62.68
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For a list of bond factor amounts appli-
cable to dispositions occurring during other
calendar years, see: Rev. Rul. 98–3, 1998–1
C.B. 248; Rev. Rul. 2001–2, 2001–1 C.B.
255; Rev. Rul. 2001–53, 2001–2 C.B. 488;
and Rev. Rul. 2002–72, 2002–44 I.R.B. 759.

EFFECT ON OTHER REVENUE
RULINGS

Rev. Rul. 2003–2, 2003–2 I.R.B. 251, is
revoked.

DRAFTING INFORMATION

The principal author of this revenue rul-
ing is Gregory N. Doran of the Office of
Associate Chief Counsel (Passthroughs and
Special Industries). For further informa-
tion regarding this revenue ruling, con-
tact Mr. Doran at (202) 622–3040 (not a
toll-free call).

Section 121.—Exclusion of
Gain From Sale of Principal
Residence

26 CFR 1.121–1: Exclusion of gain from sale or
exchange of a principal residence.

T.D. 9030

DEPARTMENT OF THE
TREASURY
Internal Revenue Service
26 CFR Part 1

Exclusion of Gain From Sale
or Exchange of a Principal
Residence

AGENCY: Internal Revenue Service (IRS),
Treasury.

ACTION: Final regulations.

SUMMARY: This document contains fi-
nal regulations relating to the exclusion of
gain from the sale or exchange of a tax-
payer’s principal residence. These regula-
tions reflect changes to the law made by the
Taxpayer Relief Act of 1997, as amended
by the Internal Revenue Service Restruc-
turing and Reform Act of 1998.

DATES: Effective Date: These regulations
are effective December 24, 2002.

Applicability Date: For dates of appli-
cability, see §§ 1.121–1(f), 1.121–2(c),
1.121–3(l), 1.121–4(l), and 1.1398–3(d).

FOR FURTHER INFORMATION CON-
TACT: Sara Paige Shepherd, (202) 622–
4960 (not a toll-free number).

SUPPLEMENTARY INFORMATION:

Background

On October 10, 2000, the IRS and the
Treasury Department published in the Fed-
eral Register a notice of proposed rule-
making (REG–105235–99, 2000–44 I.R.B.
447 [65 FR 60136]) under section 121 of
the Internal Revenue Code. Comments were
specifically requested regarding what cir-
cumstances should qualify as unforeseen for
purposes of the reduced maximum exclu-
sion under section 121(c). Written and elec-
tronic comments responding to the notice
of proposed rulemaking were received. A
public hearing was held on January 26,
2001.

After considering all of the comments,
the proposed regulations are adopted as
amended by this Treasury decision. Pro-
posed and temporary regulations regard-
ing the reduced maximum exclusion are
also published in this issue of the Federal
Register.

On September 9, 2002, the IRS pub-
lished Notice 2002–60, 2002–36 I.R.B. 482,
which provides that certain taxpayers af-
fected by the September 11, 2001, terror-
ist attacks may claim a reduced maximum
exclusion for a sale or exchange of the tax-
payer’s principal residence by reason of un-
foreseen circumstances.

Explanation and Summary of
Comments

1. Exclusion of Gain from the Sale or
Exchange of a Principal Residence

Under section 121 and the proposed
regulations, a taxpayer may exclude up to
$250,000 ($500,000 for certain joint re-
turns) of gain realized on the sale or ex-
change of the taxpayer’s principal residence
if the taxpayer owned and used the prop-
erty as the taxpayer’s principal residence for
at least two years during the five-year pe-
riod ending on the date of the sale or ex-
change.

a. Principal residence

The proposed regulations provide that
whether property is used by the taxpayer
as the taxpayer’s residence, and whether the
property is used as the taxpayer’s princi-
pal residence, depends upon all the facts and
circumstances. The proposed regulations fur-
ther provide that if a taxpayer alternates be-
tween two properties, the property that the
taxpayer uses a majority of the time dur-
ing the year will ordinarily be considered
the taxpayer’s principal residence.

Commentators requested a bright line test
or a list of factors to identify a property as
the taxpayer’s principal residence in the case
of a taxpayer with multiple residences.
Other commentators questioned whether the
property that a taxpayer uses a majority of
the time during the year should generally
be considered the taxpayer’s principal resi-
dence, arguing that the determination of the
taxpayer’s principal residence should be
judged on a day-by-day, rather than a year-
by-year, basis.

The final regulations continue to pro-
vide that the residence that the taxpayer uses
a majority of the time during the year will
ordinarily be considered the taxpayer’s prin-
cipal residence. However, this test is not dis-
positive. The final regulations also include
a nonexclusive list of factors that are rel-
evant in identifying a property as a tax-
payer’s principal residence.

b. Vacant land

Commentators requested clarification of
the circumstances in which vacant land sur-
rounding a residential structure would be
treated as part of the residence for pur-
poses of section 121. Several commenta-
tors maintained that a taxpayer who sells
vacant land should be entitled to the sec-
tion 121 exclusion if the taxpayer used the
vacant land in conjunction with a dwell-
ing unit as the taxpayer’s principal resi-
dence for at least two years.

Under section 1034 and former sec-
tion 121, a sale of vacant land that did not
include a dwelling unit did not qualify as
a sale of the taxpayer’s residence. See Rev.
Rul. 56–420, 1956–2 C.B. 519; Rev. Rul.
83–50, 1983–1 C.B. 41; O’Barr v. Com-
missioner, 44 T.C. 501 (1965); Roy v. Com-
missioner, T.C. Memo. 1995–23; Hale v.
Commissioner, T.C. Memo. 1982–527.
However, if the sale of vacant land was one
of a series of transactions that included the

February 24, 2003 495 2003–8 I.R.B.


