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SEC. 1522. EXTENSION AND EXPANSION OF QUALIFIED ZONE ACADEMY
BONDS.

(a) IN GENERAL.—Section 54E(c)(1) is amended by striking “and
2009” and inserting “and $1,400,000,000 for 2009 and 2010”.

(b) EFrFECTIVE DATE.—The amendment made by this section
shall apply to obligations issued after December 31, 2008.

PART IV—BUILD AMERICA BONDS

SEC. 1531. BUILD AMERICA BONDS.

(a) IN GENERAL.—Part IV of subchapter A of chapter 1 is
amended by adding at the end the following new subpart:

“Subpart J—Build America Bonds

“Sec. 54AA. Build America bonds.

“SEC. 54AA. BUILD AMERICA BONDS.

“(a) IN GENERAL.—If a taxpayer holds a build America bond
on one or more interest payment dates of the bond during any
taxable year, there shall be allowed as a credit against the tax
imposed by this chapter for the taxable year an amount equal
to the sum of the credits determined under subsection (b) with
respect to such dates.

“(b) AMOUNT OF CREDIT.—The amount of the credit determined
under this subsection with respect to any interest payment date
for a build America bond is 35 percent of the amount of interest
payable by the issuer with respect to such date .

“(c) LIMITATION BASED ON AMOUNT OF TAX.—

“(1) IN GENERAL.—The credit allowed under subsection (a)
for any taxable year shall not exceed the excess of—

“(A) the sum of the regular tax liability (as defined
in section 26(b)) plus the tax imposed by section 55, over
“(B) the sum of the credits allowable under this part

(other than subpart C and this subpart).

“(2) CARRYOVER OF UNUSED CREDIT.—If the credit allowable
under subsection (a) exceeds the limitation imposed by para-
graph (1) for such taxable year, such excess shall be carried
to the succeeding taxable year and added to the credit allowable
under subsection (a) for such taxable year (determined before
the application of paragraph (1) for such succeeding taxable
year).

“(d) BuiLpD AMERICA BOND.—

“(1) IN GENERAL.—For purposes of this section, the term
‘build America bond’ means any obligation (other than a private
activity bond) if—

“(A) the interest on such obligation would (but for
this section) be excludable from gross income under section

103,

1 “(B) such obligation is issued before January 1, 2011,
an
“(C) the issuer makes an irrevocable election to have
this section apply.

“(2) APPLICABLE RULES.—For purposes of applying para-

graph (1)—



H.R.1—245

“(A) for purposes of section 149(b), a build America
bond shall not be treated as federally guaranteed by reason

of the credit allowed under subsection (a) or section 6431,

“B) for purposes of section 148, the yield on a build
America bond shall be determined without regard to the
credit allowed under subsection (a), and

“(C) a bond shall not be treated as a build America
bond if the issue price has more than a de minimis amount

(determined under rules similar to the rules of section

1273(a)(3)) of premium over the stated principal amount

of the bond.

“(e) INTEREST PAYMENT DATE.—For purposes of this section,
the term ‘interest payment date’ means any date on which the
holder of record of the build America bond is entitled to a payment
of interest under such bond.

“(f) SPECIAL RULES.—

“(1) INTEREST ON BUILD AMERICA BONDS INCLUDIBLE IN
GROSS INCOME FOR FEDERAL INCOME TAX PURPOSES.—For pur-
poses of this title, interest on any build America bond shall
be includible in gross income.

“(2) APPLICATION OF CERTAIN RULES.—Rules similar to the
rules of subsections (f), (g), (h), and (i) of section 54A shall
apply for purposes of the credit allowed under subsection (a).
“(g) SPECIAL RULE FOR QUALIFIED BONDS ISSUED BEFORE

2011.—In the case of a qualified bond issued before January 1,
2011—

“(1) ISSUER ALLOWED REFUNDABLE CREDIT.—In lieu of any
credit allowed under this section with respect to such bond,
the issuer of such bond shall be allowed a credit as provided
in section 6431.

“(2) QUALIFIED BOND.—For purposes of this subsection, the
term ‘qualified bond’ means any build America bond issued
as part of an issue if—

“(A) 100 percent of the excess of—

“(i) the available project proceeds (as defined in
section 54A) of such issue, over

“(ii) the amounts in a reasonably required reserve
(within the meaning of section 150(a)(3)) with respect
to such issue,

are to be used for capital expenditures, and

“(B) the issuer makes an irrevocable election to have
this subsection apply.

“(h) REGULATIONS.—The Secretary may prescribe such regula-
tions and other guidance as may be necessary or appropriate to
carry out this section and section 6431.”.

(b) CREDIT FOR QUALIFIED BONDS ISSUED BEFORE 2011.—Sub-
chapter B of chapter 65 is amended by adding at the end the
following new section:

“SEC. 6431. CREDIT FOR QUALIFIED BONDS ALLOWED TO ISSUER.

“(a) IN GENERAL.—In the case of a qualified bond issued before
January 1, 2011, the issuer of such bond shall be allowed a credit
with respect to each interest payment under such bond which
shall be payable by the Secretary as provided in subsection (b).

“(b) PAYMENT OF CREDIT.—The Secretary shall pay (contem-
poraneously with each interest payment date under such bond)
to the issuer of such bond (or to any person who makes such
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interest payments on behalf of the issuer) 35 percent of the interest
payable under such bond on such date.

“(c) APPLICATION OF ARBITRAGE RULES.—For purposes of section
148, the yield on a qualified bond shall be reduced by the credit
allowed under this section.

“(d) INTEREST PAYMENT DATE.—For purposes of this subsection,
the term ‘interest payment date’ means each date on which interest
is payable by the issuer under the terms of the bond.

“(e) QUALIFIED BOND.—For purposes of this subsection, the
term ‘qualified bond’ has the meaning given such term in section
54AA(g).”.

(c) CONFORMING AMENDMENTS.—

(1) Section 1324(b)(2) of title 31, United States Code, is

amended by striking “or 6428” and inserting “6428, or 6431,”.

(2) Section 54A(c)(1)(B) is amended by striking “subpart

C” and inserting “subparts C and J”.

(3) Sections 54(c)(2), 1397E(c)(2), and 1400N(1)(3)(B) are

each amended by striking “and I” and inserting “, I, and J”.

(4) Section 6211(b)(4)(A) is amended by striking “and 6428”

and inserting “6428, and 6431”.

(5) Section 6401(b)(1) is amended by striking “and I” and

inserting “I, and J”.

(6) The table of subparts for part IV of subchapter A
of chapter 1 is amended by adding at the end the following
new item:

“SUBPART J. BUILD AMERICA BONDS.”.

(7) The table of section for subchapter B of chapter 65
is amended by adding at the end the following new item:
“Sec. 6431. Credit for qualified bonds allowed to issuer.”.

(d) TRANSITIONAL COORDINATION WITH STATE LAW.—Except as
otherwise provided by a State after the date of the enactment
of this Act, the interest on any build America bond (as defined
in section 54AA of the Internal Revenue Code of 1986, as added
by this section) and the amount of any credit determined under
such section with respect to such bond shall be treated for purposes
of the income tax laws of such State as being exempt from Federal
income tax.

(e) EFFECTIVE DATE.—The amendments made by this section
shall apply to obligations issued after the date of the enactment
of this Act.

PART V—REGULATED INVESTMENT COMPA-
NIES ALLOWED TO PASS-THRU TAX CREDIT
BOND CREDITS

SEC. 1541. REGULATED INVESTMENT COMPANIES ALLOWED TO PASS-
THRU TAX CREDIT BOND CREDITS.

(a) IN GENERAL.—Part I of subchapter M of chapter 1 is
amended by inserting after section 853 the following new section:

“SEC. 853A. CREDITS FROM TAX CREDIT BONDS ALLOWED TO SHARE-
HOLDERS.

“(a) GENERAL RULE.—A regulated investment company—

“(1) which holds (directly or indirectly) one or more tax
credit bonds on one or more applicable dates during the taxable
year, and



