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Investor(s)Tax Liability

Low-Income Housing Tax Credit

Developer/
Owner

Partnership

Tax Liability

• Income limits
• Rent limits
• Suitability for occupancy

LIHTCs

State Allocating Agency

Application

Noncompliance!

Form
8823

Keys:

1.

2.

3.

Placing buildings/units 
in service

Initial lease-up

Keeping units qualified
Property Manager

Form
8609

Form
8609
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Rent Limit
(by # of bedrooms)

Rent RateHousehold 
Income

Violation at initial income certification
Okay at annual recertification

Never okay!!!

Income Limit
(by household size)

TENANT CERTIFICATION PROCESS

www.novoco.com/npcc

2012

2013 Limits

2013 2014

3 person AMGI  = 56,300

60%  = 33,780

“Passing” level for
household’s income

12/4

Recertification 
Effective Date

(anniversary of initial 
certification)

60% = 34,260

3 person AMGI = 57,100

140% x 34,260 = 47,964

Move In,
Initial Certification

“Passing” level for
household’s income

12/18

Next Available Unit Rule

2013

120 Days

TENANT CERTIFICATION PROCESS
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If income limits are based on household 
size, we need to identify who counts as a 
member of the household.

www.novoco.com/npcc

Household Size:

7-Person Income Limit
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HOUSEHOLD SIZE FOR INCOME LIMITS

All persons living in the unit 50% or more of the time 
(including foster children and adults) plus:

a. Children temporarily absent  (in foster home)

b. Children in joint-custody (present 50% or more)

c. Children away at school (return during recesses)

d. Unborn children of pregnant women

e. Children in process of being adopted

f. Temporarily absent family members who are still 
considered family members

g. Family members in hospital or rehab for limited or 
fixed periods

h. Persons permanently confined to hospital or 
nursing home*

Excludes:

a. Live-in aides

b. Guests

* Family chooses, but has to include income if they count the person in household)
HUD Handbook Chapter 3: Paragraphs 3-6.E.3&4

Includes:

(This is not the same as for 
occupancy standards)

www.novoco.com/npcc

HOUSEHOLD SIZE FOR INCOME LIMITS
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HOUSEHOLD SIZE FOR INCOME LIMITS

22 pages

www.novoco.com/npcc

Household Size:

6-Person Income Limit

4-Person Income Limit

7-Person Income Limit

GuestFoster
Adult

Live-In
Aide

But would likely count for 
determining unit size.
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HOUSEHOLD SIZE FOR INCOME LIMITS

22 pages

www.novoco.com/npcc

Income Limits

50% Income Limit
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Income Limits

www.novoco.com/npcc

Rent Limit
(by # of bedrooms)

Rent RateHousehold 
Income

Income Limit
(by household size)
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HUD Handbook 4350.3, Chapter 5
Section 1: Determining Annual Income

www.novoco.com/npcc

TENANT CERTIFICATION PROCESS

Tenant Income 
Certification

TYPES OF INCOME

• Employment income
• Income from other sources
• Income from assets
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Tenant Income Certification

Income Inclusions and 
Exclusions (Exhibit 5-1)
Income Inclusions and 
Exclusions (Exhibit 5-1)
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HUD Handbook 4350.3, Chapter 5
Exhibit 5-1

www.novoco.com/npcc

ANNUAL INCOME

Sample of the 9 Inclusions:

• Wages, salaries, commissions, 
bonuses, etc. (before taxes)

• Social security (gross)

• Alimony and child support

• Unemployment & disability

• Interest and dividends

Sample of the 16 Exclusions:

• Employment income of children 
under 18 (including foster 
children)

• Meals on wheels

• Lump sum support, winnings, 
inheritances, etc.

• Earnings in excess of $480 for 
each full-time student 18 years 
old or older

HUD Handbook 4350.3 Chapter 5
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HUD Handbook 4350.3, Chapter 5
Paragraph 5-6.A

Neither person for limit nor income

www.novoco.com/npcc

HUD Handbook 4350.3, Chapter 5
Paragraph 5-6.R

Include whole amount if > $200/mo

Only if it still exists
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VERIFICATION REQUIREMENTS

• ANTICIPATED income not past income

• Verify directly from the source (if possible)

• Verifications good for 120 days

• Use HUD Handbook 4350.3 Appendix 3 as your guide

www.novoco.com/npccwww.novoco.com/npcc

Which of the following would be included in household 
income?

a. Income from a state-approved training program

b. Earned income tax credit refund payments

c. Resident service stipends if amount is greater than 
$200 per month
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ExamplesExamples

Employment IncomeEmployment Income

Example #1Example #1
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Property MGR

Employment Verification Tenant Income 
Certification

www.novoco.com/npcc

Appendix 3: Acceptable Forms of Verification
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Employment Verification

26,000

2/1/15$2,000 Raise

www.novoco.com/npcc

$26,000/yr
2 months

$28,000/yr
10 months

$26,000/12x2 = 
$28,000/12x10 = $23,333.33

$   4,333.33

$27,666.66

20152014

11/9/2014
Verification 12/1/2014

Desired 
Move-In

Anticipated
Raise

2/1/2015

One-Year
Mark

12/1/2015



9/8/2015

19

www.novoco.com/npcc

Tenant Income Certification

1 $27,666.66

www.novoco.com/npcc

Employment Verification

(only completed if it applies)
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Employment Verification

18,500 1   1   14 10 31  14

www.novoco.com/npcc

$22,200.00

$1,850.00

Year-to-date earnings:
Divided by 10 months 10

$18,500.00

Earnings per month
Multiplied by 12 months 12

÷

x

26,000

Annualized income
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HUD Handbook 4350.3, Chapter 5
Paragraph 5-5.C

Interim recertification is N/A for 
Section 42 properties.

www.novoco.com/npcc

HUD Handbook 4350.3, Chapter 5
Paragraph 5-5.C

at annual recertification
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A prospective tenant’s desired move-in date is July 1, 2014.  The 
Employment Verification form indicates the prospective tenant has an 
annual income of $40,000 but that she is due for a 5% pay increase 
(to $42,000) beginning January 1, 2015 (six months later).  At what 
amount should employment income be listed on the Tenant Income 
Certification form? 

a. $40,000

b. $42,000

c. $40,500

d. None of the above

Child SupportChild Support

Example #2Example #2
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Rental Application

2,340

($195/mo)

www.novoco.com/npcc

HUD Handbook 4350.3, Chapter 5
Exhibit 5-1
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Appendix 3: Acceptable Forms of Verification

www.novoco.com/npcc

Previous three months’ payments

Date
03/08/14
02/10/14
01/10/14

Amount
$130.00
$125.00
$168.00

423
÷ 3

141
x    12

$1,692Total household income from child support



9/8/2015

25

www.novoco.com/npcc

Tenant Income Certification

1 $1,692

www.novoco.com/npccwww.novoco.com/npcc

A family includes on their application that they are receiving child 
support and include a form from the Department of Child Support 
Services indicating the court-ordered amount that they receive is $127 
per month. The Department also includes the previous 3 months 
payments which were $97, $103, and $125. Since the family is 
actively making efforts to collect their child support, what should you 
include as their total household income from child support for the 
year?

a. $1,524 ($127 x 12 mo.)

b. $1,164 ($97 x 12 mo.)

c. $1,300 (average of previous three month’s payments x 12 mo.) 
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Regular Cash ContributionsRegular Cash Contributions

Example #3Example #3

www.novoco.com/npcc

Rental Application

2,400

($200/mo)
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HUD Handbook 4350.3, Chapter 5
Exhibit 5-1

www.novoco.com/npcc

HUD Handbook 4350.3, Chapter 5
Paragraph 5-6.G.2
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Appendix 3: Acceptable Forms of Verification

www.novoco.com/npcc

Recurring Gift Verification

Monthly gift: 
x 12
Total gift amount

125
12

1,500

$
x
$
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1 $1,500

Self EmploymentSelf Employment
Example #4Example #4
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Rental Application

18,500

www.novoco.com/npcc

Appendix 3: Acceptable Forms of Verification
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IRS Form 1040
Schedule C

18,500

www.novoco.com/npcc

Other Notes Re: Self Employment

• States or investors may require additional 
procedures
– Self-employment affidavit (indicating when 

business began, previous earnings, expected 
earnings, etc.)

– May require more than one year’s tax return

• Clarify if employment income listed on prior 
year(s) tax return(s)

• Consider using IRS form 4506-T to confirm 
that no tax return was actually filed if the 
renter only signs an affidavit
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IRS Form 4506-T
www.irs.gov

www.novoco.com/npcc

HUD Handbook 4350.3, Chapter 5
Paragraph 5-5.C

at annual recertification
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The Stark Family

Ned and Catlin Stark arrive at Winterfell Walk Apartments looking for a 4 bedroom 
unit for themselves along with their 2 daughters, Sansa age 16 and Arya age 13 
and 2 of their sons, Bran 11 and Rickon 7.

Cat works part-time as a seamstress and, verified through 3rd-party verifications 
earns at $20 per hour and averages 25 hours a week. She receives one bonus a 
year around the holidays for $500. Ned is a personal trainer and charges clients 
$80 per hour  

Assets and Income from AssetsAssets and Income from Assets
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HUD Handbook 4350.3, Chapter 5
Paragraph 5-7.A

www.novoco.com/npcc

HUD Handbook 4350.3, Chapter 5
Exhibit 5-2

(5 pages)

Included in Net Family Assets:

1.

2.

3.

4.

5.

6.

7.

8.

9.

10.

Cash held in savings and checking accounts, safe 
deposit boxes, homes, etc.

Revocable trusts

Equity in rental property or other capital investments

Stocks, bonds, Treasury bills, certificates of deposit, 
mutual funds, and money market accounts

Individual retirement, 401K, and Keogh accounts

Retirement and pension funds

Cash value of life insurance policies available to the 
individual before death

Personal property held as an investment

Lump-sum receipts or one-time receipts

A mortgage or deed of trust held by an applicant
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HUD Handbook 4350.3, Chapter 5
Exhibit 5-2

(5 pages)

Excluded from Net Family Assets:

1.

2.

3.

4.

5.

6.

7.

Personal property

Interests in Indian trust land

Term life insurance policies

Equity in the cooperative unit in which the family lives

Assets that are part of an active business

Assets that are NOT effectively owned by the applicant

Assets that are not accessible to the applicant and 
provide no income to the applicant

www.novoco.com/npcc

Applicant/
Tenant

Regular/
Periodic

Regular/
Periodic

Lump
Sum

Lump
Sum

NOT INCOME

Which payments are income?

Which sources are assets?

Payments are income IF:

No access to source

Payments are regular/periodic 

1.

2.

–AND–

Sources are assets IF:

Access to source1.

NOT ASSETS

Savings

Checking

Revocable
Trust

NOT ASSETS
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NOT ASSETS

Regular/
Periodic

Regular/
Periodic

Access = Asset = Payments are NOT INCOME

*

Which payments are income?

Which sources are assets?

Payments are income IF:

No access to source

Payments are regular/periodic 

1.

2.

–AND–

Sources are assets IF:

Access to source1.

*

Savings

Checking

Revocable
Trust

Lump
Sum

Lump
Sum

Applicant/
Tenant

Retirement accounts to be discussed later

www.novoco.com/npcc

Applicant/
Tenant

Regular/
Periodic

Regular/
Periodic

Lump
Sum

Lump
Sum

Savings

Checking

Revocable
Trust

NOT ASSETS

Under
Mattress
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Example from: Exhibit 5-2 Assets

Of course it is! 
It’s in the circle!

www.novoco.com/npcc

HUD Handbook 4350.3, Chapter 5
Paragraph 5-7.E
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HUD Handbook 4350.3, Chapter 5
Paragraph 5-7.F

NOTE: The passbook savings rate is now 
0.06% as of February 1, 2015

- HUD Housing Notice 2014-15

$5,000

It’s a cliff test!

$5k or less
(No third-party verification required)

More than $5k
(Must verify with third party)

Income is greater of 0.06%
imputed income or actual

Income is actual income 
(no 0.06% calculation)

www.novoco.com/npcc

For all initial certifications, third-party 
verifications of ALL assets, regardless 
of the total cash value, MUST be 

obtained.


