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Part Il of our deeper dive into understanding the IRS Form 8609 continues with part 10a of the
form. As we explore this section, we’ll be able to make connections to what was previously
discussed in Part 1’s article, line 5 of the 8609.

Line 10a is in Part Il of the Form 8609. This part relates directly to the first-year certification and
credit period. It is important to note that line 10 has 4 different elections, and each of these are
irrevocable, and they cannot be later changed.

10  Check the appropriate box for each election.
Caution: Once made, the following elections are irrevocable.

a Elect to begin credit period the first year after the building is placed in service (section 42(f)(1)) » [ Yes ] No

The election made on line 10a will tell us when the credit period will begin. Note that the
guestion being asked is whether the credit period will begin the year AFTER the building is placed
in service. You may have heard this referred to as ‘deferring credits.” When credits are deferred,
instead of starting the credits on the first full month after the placed in service date, they will
instead commence the next year.

If the placed in service date is 7/7/2026 and the 8609 10a is marked yes, this means the credit
period would begin the year AFTER the placed in service date, year 2027. If this was marked no,
the taxpayer is electing to begin the credit period the year the building is placed in service (2026)
and not the year after (2027).

Because each BIN will have a separate 8609, the credit period can begin and end in different
years depending on that BINs election. It is important to note that when Acquisition and Rehab
credits are claimed, the credit period for both will begin the same year.

We can utilize line 5, the placed in service date, along with line 10a to determine what year tax
credits begin for every BIN.

Why is knowing when credits begin important? When we consider the lifecycle of a property,
there are time period requirements we must meet. To ensure we meet our obligations, we need
to know when those time periods begin and end. We will explore this idea even more in our
next article. For now, let us go over the time periods and then put our knowledge from the 8609
to the test.



- theCredential

The Credit Period The Tax Credit Period is the first 10 years. During this 10
year period, tax credits are collected.

Years 1-10

The Compliance Period is 15 years. Anytime
during this period, if non-compliance is found by
Years 1-15 the monitoring agency, it is reported to the IRS
and Tax Credit recapture can happen.

The Compliance Period

Extended Use Agreement period extends 15 years past the
Compliance Period for a total of 30 years.

Extended Use Period

Findings of noncompliance after the first 15 years are not
reported to the IRS but are still monitored by the housing
finance agency (HFA). The Extended Use Period can extend
beyond year 30 as established with the HFA.

Years 16-at least 30

either the placed in service date year OR, if

elected, the year after the placed in service date. To that year one, we can add the remainder of
the period timeframe. If determining the Credit Period end date, we would add 9 years to our
year 1 for a total of 10 years. The Compliance Period would have 14 years added to year 1 for 15
total years. Finally, our Extended Use Period would have 29 years, as applicable, added to year 1
for 30 years. Let’s use the Credit Period as an example.

If we have a property that placed in service 11/17/2021 and elected Yes on 10a, that their credit
period would begin the year following the placed in service date, year 2022 would be our Year 1.
To our year 1, we add 9 additional years to determine that our credit period will end in 10 years,
Year 2031.

2021 2022 2023 2024 2025 2026 2027 202 2029 2030 2031

Now let’s practice determining when the lifecycle of our property will begin and end with what
we’ve discussed about the placed in service date.

Using the below information from the 8609, please answer the following questions:
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|5a Date building placed in service . . . . . . . . . . . . . . . . P 112019

Ia Elect to begin credit period the first year after the building is placed in service (section 42(f)(1)) » [ ] Yes No I

1. What year does the Credit Period begin?
2. What year will the Compliance Period end?

|5a Date building placed inservice . . . . . . . . . . . . . . . . P 412024 I

Ia Elect to begin credit period the first year after the building is placed in service (section 42(f)(1)) » Yes [] No I

1. What year does the Credit Period begin?
2. What year will the Credit Period end?
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Sa Date building placed inservice . . . . . . . . . . . . . . . . P 8912012

Ia Elect to begin credit period the first year after the building is placed in service (section 42(f)(1)) » Yes [] No I

1. What year does the Credit Period begin?
2. What year will the Extended User Agreement expire?
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