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graph) expire on or before October 22, 1989, such pe-
riod shall expire on October 21, 1990, and

“(B) if such period expires after October 22, 1989, the
portion of the proceeds of the issue of which the re-
funded bond is a part which is available (on the date
of issuance of the refunding issue) to provide loans
shall be treated as proceeds of a separate issue (issued
after October 21, 1988) for purposes of applying section
149(f) of the 1986 Code.”

EFFECTIVE DATE

Subsec. (e) applicable to bonds issued after Dec. 31,
1986, see section 1311(d) of Pub. L. 99-514, as amended,
set out as an Effective Date; Transitional Rules note
under section 141 of this title.

TRANSFER OF FUNCTIONS

Federal Savings and Loan Insurance Corporation
abolished and its functions transferred, see sections 401
to 406 of Pub. L. 101-73 set out as a note under section
1437 of Title 12, Banks and Banking.

SUBPART C—DEFINITIONS AND SPECIAL RULES

Sec.
150. Definitions and special rules.

§150. Definitions and special rules

(a) General rule
For purposes of this part—
(1) Bond
The term ‘‘bond” includes any obligation.

(2) Governmental unit not to include Federal
Government

The term ‘‘governmental unit’’ does not in-
clude the United States or any agency or in-
strumentality thereof.

(3) Net proceeds

The term ‘‘net proceeds’” means, with re-
spect to any issue, the proceeds of such issue
reduced by amounts in a reasonably required
reserve or replacement fund.

(4) 501(c)(3) organization

The term ‘°501(c)(3) organization’ means any
organization described in section 501(c)(3) and
exempt from tax under section 501(a).

(5) Ownership of property

Property shall be treated as owned by a gov-
ernmental unit if it is owned on behalf of such
unit.

(6) Tax-exempt bond

The term ‘‘tax-exempt’ means, with respect
to any bond (or issue), that the interest on
such bond (or on the bonds issued as part of
such issue) is excluded from gross income.

(b) Change in use of facilities financed with tax-
exempt private activity bonds

(1) Mortgage revenue bonds
(A) In general

In the case of any residence with respect
to which financing is provided from the pro-
ceeds of a tax-exempt qualified mortgage
bond or qualified veterans’ mortgage bond, if
there is a continuous period of at least 1
year during which such residence is not the
principal residence of at least 1 of the mort-
gagors who received such financing, then no
deduction shall be allowed under this chap-

ter for interest on such financing which ac-
crues on or after the date such period began
and before the date such residence is again
the principal residence of at least 1 of the
mortgagors who received such financing.

(B) Exception

Subparagraph (A) shall not apply to the
extent the Secretary determines that its ap-
plication would result in undue hardship and
that the failure to meet the requirements of
subparagraph (A) resulted from cir-
cumstances beyond the mortgagor’s control.

(2) Qualified residential rental projects

In the case of any project for residential
rental property—

(A) with respect to which financing is pro-
vided from the proceeds of any private activ-
ity bond which, when issued, purported to be
a tax-exempt bond described in paragraph (7)
of section 142(a), and

(B) which does not meet the requirements
of section 142(d),

no deduction shall be allowed under this chap-
ter for interest on such financing which ac-
crues during the period beginning on the 1lst
day of the taxable year in which such project
fails to meet such requirements and ending on
the date such project meets such require-
ments. If the provisions of prior law cor-
responding to section 142(d) apply to a re-
funded bond, such provisions shall apply (in
lieu of section 142(d)) to the refunding bond.

(3) Qualified 501(c)(3) bonds
(A) In general

In the case of any facility with respect to
which financing is provided from the pro-
ceeds of any private activity bond which,
when issued, purported to be a tax-exempt
qualified 501(c)(3) bond, if any portion of
such facility—

(i) is used in a trade or business of any
person other than a 501(c)(3) organization
or a governmental unit, but

(ii) continues to be owned by a 501(c)(3)
organization,

then the owner of such portion shall be
treated for purposes of this title as engaged
in an unrelated trade or business (as defined
in section 513) with respect to such portion.
The amount of gross income attributable to
such portion for any period shall not be less
than the fair rental value of such portion for
such period.

(B) Denial of deduction for interest

No deduction shall be allowed under this
chapter for interest on financing described
in subparagraph (A) which accrues during
the period beginning on the date such facil-
ity is used as described in subparagraph
(A)(i) and ending on the date such facility is
not so used.

(4) Certain exempt facility bonds and small
issue bonds

(A) In general

In the case of any facility with respect to
which financing is provided from the pro-
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