TENANT CERTIFICATION PROCESS

Tenant Income
Certification

TENANT CERTIFICATION PROCESS

The certification should:

e be executed after the receipt of verification forms
and reconcile to the amounts on the verifications;

e have an effective date of the date the household
actually moves into the unit;

list each occupant of the unit at the time of most recent certification, along with date of
birth, employment status, and student status;

be signed and dated by each adult tenant (age 18 or older at the time of certification);

list 12-month anticipated income and income from assets
of all members of the household (exclude employment
income for minors and all but $480 for student dependents
18 or older); and

list the sources of household income and household assets.

9/8/2015
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8823 Guide
Chapter 4

TENANT CERTIFICATION PROCESS

TENANT CERTIFICATION PROCESS

Now assume this date is
April 30, 2004.

8823 Guide

April 300

April 30, 2004

Chapter 4

9/8/2015
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TENANT CERTIFICATION PROCESS

8823 Guide
Chapter 4

TENANT CERTIFICATION PROCESS

Lease

The lease should contain the following:

a full 6-month lease term (at a minimum for the initial lease) for non-
single resident occupancy (SRO) units;

the signature of all of the adult tenants (age 18 or older at the time of
certification).

a listing of all occupants of the unit

a provision requiring termination and eviction if a tenant has certified that
he or she is a low-income tenant and has failed to so qualify; and

a provision requiring annual certification (unless ownership is able to
waive)

9/8/2015
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TENANT CERTIFICATION PROCESS

Lease OCCUPANCY REQUIREMENTS IRC §42(i)(3)

e Suitable for occupancy

¢ Non-transient use (initial lease 2 6
months) for non-SRO units

e Cannot be entirely occupied by full-
time students (unless an exception is
met)

¢ For use by general public consistent with:
— Fair Housing Act
— A project does not fail to meet the general public use requirement

solely because of occupancy restriction of preferences that favor
tenants:

— With Special needs
— Who are members of a specified group under a federal or state program
— Are involved in artistic or literary activities

— HUD non-discrimination rules

TENANT CERTIFICATION PROCESS

Annual Income Certification
(i.e. Recertification)

e Each tenant must be certified at least once annually; effective date is
based on the anniversary of the previous certification or the move-in
date; the paperwork can be completed up to 120 days prior to the
recertification date but not after.

e Waiver of annual income recertification
e If entire building is occupied by low-income tenants
¢ State needs to approve

e Does not waive initial certification requirement

9/8/2015
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TENANT CERTIFICATION PROCESS

Annual Income Certification
(i.e. Recertification)

Recommended Procedures:

¢ Notify the tenant of the scheduled recertification four months prior to
the date the recertification is scheduled to be effective

e Send additional 90-day, 60-day, and 30-day notices to residents who
don’t respond

e  Start process over again at least once every 12 months for
recertification

It’s a cliff test!

WWW.novoco.com/npcc
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It’s a cliff test!

WWW.Nnovoco.com/npcc
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Calculating Rent Limits
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RENT RESTRICTIONS IRC842(g)(2)
Overview
* Based on HUD statistics, which are updated annually

* Maximum rents equal to 30% or less of imputed
income limits (20/50 or 40/60)

* No minimum rent required unless

Minimum Set-Aside:

Set aside atleast 20 % of units for

* Deeper restrictions are often im households with incomes at or below 50 %
of area median income

¢ |[f tenant pays utilities then rent i OR

allowance Set aside atleast 40 % of units for

households with incomes at or below 60%
of area median income

WWW.Nnovoco.com/npcc

RENT RESTRICTIONS IRC842(g)(2)

Rent limits are based on unit size...

L

=

L
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RENT RESTRICTIONS IRC842(g)(2)

...but HUD publishes income limits according to household size.

|

i
T
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i s e e R e S L e

334 pages

WWW.Nnovoco.com/npcc

RENT RESTRICTIONS IRC§42(g)(2)

So for rent limits, the program assigns a household size to each unit size.

LIHTC imputed number of tenants per bedroom = 1_5

# of bedrooms LIHTC # of
tenants
SRO 1
1 1.5
2 3
3 45
334 pages 4 6

WWW.novoco.com/npcc
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RENT RESTRICTIONS IRC§42(g)(2)
The income limit of a theoretical 4.5-person household is
the average of the 4-person limit and the 5-person limit.

C__ O
Avg = 30,840

334 pages

This is the income limit by which we multiply 30% to
get the 60% RENT LIMIT for a 3-bedroom apartment
(for the Anniston-Oxford, AL MSA for 2015)

WWW.Nnovoco.com/npcc

RENT RESTRICTIONS IRC§42(g)(2)
Then we multiply the imputed income limit by 30% and
divide by 12 to get the monthly rent limit.

334 pages

30%
+12 mo. = $771/mo.

Rent Limit

WWW.novoco.com/npcc
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RENT RESTRICTIONS IRC842(g)(2)

771 «

WWW.Nnovoco.com/npcc

Then we multiply the imputed income limit by 30% and
divide by 12 to get the monthly rent limit.

RENT RESTRICTIONS IRC§42(g)(2)

But the rent limit can more easily be found
using our FREE Rent & Income Calculator

www.nhovoco.com

3 Bedrooms (4.5)

7

WWW.novoco.com/npcc

9/8/2015
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RENT RESTRICTIONS IRC8§42(g)(2)
But the rent limit can more easily be found
using our FREE Rent & Income Calculator

Advantages of the Calculator:

¢ Rural designation

* Placed-in-service date

* HERA special designation

e LIHTC allocation date (Rent Floor Election)

WWW.Nnovoco.com/npcc

L LTS UTHGS

WWW.novoco.com/npcc
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The Tenant Income Certification

TENANT CERTIFICATION PROCESS

Tenant Income
Certification

WWW.novoco.com/npcc
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TENANT CERTIFICATION PROCESS

Lease

Tenant Income

Questionnaire Certification

Verification
Forms

WWW.Nnovoco.com/npcc

TENANT CERTIFICATION PROCESS

Violation at initial income certification
Okay at annual recertification

Income Limit

(by household size) Q ’

o>

Never okay!!!

Rent Limit
(by # of bedrooms)

1%

Household Rent Rate
Income

WWW.novoco.com/npcc
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TENANT CERTIFICATION PROCESS

The certification should:

* be executed after the receipt of verification forms
and reconcile to the amounts on the verifications;

* have an effective date of the date the household
actually moves into the unit;

¢ list each occupant of the unit at the time of most recent certification, along with
date of birth, employment status, and student status;

* be signed and dated by each adult tenant (age 18 or older at the time of
certification);

e list 12-month anticipated income and income from
assets of all members of the household (exclude
employment income for minors and all but $480 for
student dependents 18 or older); and

e list the sources of household income and household
assets.

WWW.Nnovoco.com/npcc

TENANT CERTIFICATION PROCESS

8823 Guide
Chapter 4

WWW.novoco.com/npcc
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TENANT CERTIFICATION PROCESS

Now assume this date
is April 30, 2004.

8823 Guide

April 30t

Chapter 4

WWW.Novoco.com/npcc

April 30, 2004

TENANT CERTIFICATION PROCESS

8823 Guide
Chapter 4

WWW.NovVoco.com/npcc
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TENANT CERTIFICATION PROCESS

Lease

The lease should contain the following:

* a full -month lease term (at a minimum for the initial lease) for non-
single resident occupancy (SRO) units;

¢ the signature of all of the adult tenants (age 18 or older at the time of
certification).

* alisting of all occupants of the unit

* a provision requiring termination and eviction if a tenant has certified
that he or she is a low-income tenant and has failed to so qualify; and

e a provision requiring annual certification (unless ownership is able to
waive)

WWW.Novoco.com/npcc

TENANT CERTIFICATION PROCESS

Lease OCCUPANCY REQUIREMENTS IRC §842(i)(3)

* Suitable for occupancy

* Non-transient use (initial lease =2 6
months) for non-SRO units

e Cannot be entirely occupied by full-
time students (unless an exception is
met)

* For use by general public consistent with:
— Fair Housing Act
— A project does not fail to meet the general public use requirement
solely because of occupancy restriction of preferences that favor
tenants:

— With Special needs

— Who are members of a specified group under a federal or state
program

— Are involved in artistic or literary activities

— HUD non-discrimination rules

WWW.NovVoco.com/npcc
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TENANT CERTIFICATION PROCESS

Annual Income Certification
(i.e. Recertification)

* Each tenant must be certified at least once annually; effective date is
anniversary of the original certification effective date; the paperwork
can be completed up to 120 days prior to the recertification date but
not after.

* Waiver of annual income recertification
¢ If entire building is occupied by low-income tenants
» State needs to approve

* Does not waive initial certification requirement

WWW.Nnovoco.com/npcc

TENANT CERTIFICATION PROCESS

Annual Income Certification
(i.e. Recertification)

Recommended Procedures:

* Notify the tenant of the scheduled recertification four months prior
to the date the recertification is scheduled to be effective

* Send additional 90-day, 60-day, and 30-day notices to residents
who don’t respond

* Start process over again at least once every 12 months for
recertification

WWW.novoco.com/npcc

9/8/2015

56



: MSHDA Tenant Income Certification

¢ Check MSHDA website frequently for the
most up-to-date forms

|

¢ White-out and like correction products are
not permitted in a LIHTC file

¢ Never sign the Tenant Income
Certification prior to the tenants execution
of the document

WWW.Nnovoco.com/npcc

TENANT INCOME CERTIFICATION EE‘-‘“"EDD;‘;
O Initial Certification O Receriification O Other oy
PART I- DEVELOPMENT DATA
Froperty Name. County. BIN# Page 2 of the T|C
Address: Unit Number: # Bedrooms: ‘
TS
= e e |7
Mbr # Last Name Middie Initial Housel MMDOYYYY) Student | or Alien Reg. Ne. .
7 D e Effective dates
2 e .
3 ¢ Type of Certification
4
T * Development Data
[]
7 ¢ Gross Annual Income
PART B GROSS ANMUAL WICOME qUSE AwAL AOUNTS)
T, - ) et e o * Income From Assets
¢ Tenant signature
TOTALS $ S 3
‘Add totals from (A) through (D), above TOTAL “
INCOME (E):
PART IV. INCOME FROM ASSETS
Hshid () [E] H) m
T Pt 8T convl o -
TALS: | § 3
Enter Column (H) Total Passbook Rat
o (P SR
Cer i ewr o e T o T e TOTALmGONETRON 2
ASSETS (K)
(L) Total Annual Household Income from all Sources [Add (E)} ‘(KJ]I $ I
ety
[ pesiury,
oz
B e S S
Er =] “Sgrate =)
Er =] “Sgrate =)

WWW.novoco.com/npcc

9/8/2015

57



9/8/2015

WWW.Nnovoco.com/npcc

Tenant Income Certification

WWW.novoco.com/npcc
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Page 3 of the TIC

* Income Eligibility
* Rent

* Student Status

* Program Type

* Signatures

WWW.Nnovoco.com/npcc

S

WWW.novoco.com/npcc
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HOME and LIHTC Programs
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Program

Section 8

HOME

USDA 515

State and Local

April 3,2015 www.novoco.com/webinars

Other Programs

Income Limits

* Based on VLI
* Not held harmless

* Generally based on VLI
¢ Not held harmless

Rent Limits

« Based on comparables
* Not adjusted for changes in income

limits

* Based on VLI
¢ Held harmless (if VLI decreases the

rent will be held harmless at prior
year amount)

« Based on “USDA Basic” rent
* Not adjusted as income limits

change

¢ Generally based on a percentage of

VLI

* Not held harmless; as VLI decreases

the rent limit will decrease

HOME Rents

163 pages

www.novoco.com/webinars

“Both HOME and LIHTC require that the rents that are charged for
assisted units are affordable to income-eligible households. Each
program issues its own rent limits to define what is affordable.
The rent limits represent the maximum rents that can be charged
to income-eligible households. The cost of any tenant-paid utilities
must be deducted from the published rent limit to determine
maximum rents that can be charged. Each program issues utility
allowances for this purpose—these represent the average utility
cost for the area.”

“For each specific unit(s), the Participating Jurisdiction’s (PJ)
underwriter uses the following guidelines to determine the rent
limit that applies:

+ HOME rent limits apply to units that are designated as HOME-
assisted units only.

« Tax credit rent limits apply to units that are designated as tax
credit units only.

* The lower of the HOME or LIHTC rent limit applies to units that
are designated as both HOME and tax credit.

9/8/2015
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HOME Rents

“The PJ determines the minimum number of units which must be designated
HOME-assisted based on the amount of HOME investment in the project and
the maximum per unit subsidy for the area...The PJ also determines how
many units must be designated High HOME Rent and Low HOME Rent units
in the project. In projects with five or more HOME-assisted units, at least 20
percent of the units are designhated as Low HOME Rent units.”

If you have LIHTC units and HOME units, beware being lulled into
163 pages thinking, “We always stick with our LIHTC rent limit for our High

HOME rent units,” because... —j

HIGH: Lesser of = High HOME Rent Limit (at 65% AMI)
: o

65% of AMI or FMR

LOW: Lesserof...
50% of AMI or HIGH HOME s | o\ HOME Rents Limit (at 50% AMI)

www.novoco.com/webinars

HOME & LIHTC Programs

Program HOME LIHTC

Who monitors the | The PJ The allocating
program? agency

Can monitor No. However, if non-compliance was
report non- found in one program and since the
compliance in programs are so similar, the issues

other programs? found might affect compliance with the
other program. Sharing findings is
beneficial to both agencies.

What is the Could result in Could result in tax
consequence of repayment of credit recapture
non-compliance? | HOME funds by
the PJ and/or
owner. PJs use
their judgment to
tailor
consequences of
non-compliance.

www.novoco.com/webinars
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So which rules do we follow???

¢ Use the most restrictive limit; the lower,
applicable limit

* Check with monitoring agency for preference

www.novoco.com/webinars

What do we put on the TIC?

* The most restrictive rules and regulations
of the programs in place

e If it's unclear which is mor
is best to act with the m
use the greatest potentia
income, gather all third-party veri

ion
OO

o

www.novoco.com/webinars
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Tenants
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[yt Alovare £572) |

Utility Allowances

Rent limit:

ar,

Less: 95
$740

Lesh, Utili

to

HUD

llowghce:

nt:

$835

16

Form HUD-52667
for Tenant-Furnished

WWW.novoco.com/npcc

Utllitles and Other Services
‘www.hud.org

9/8/2015
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$200
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Determining Appropriate Utility Allowance
Treas. Reg. § 1.42-10

*Individual units with tenants iving HUD rental i must use
the applicable PHA Utility Allowance (No. 3 in our list)

WWW.Novoco.com/npcc

Then the appropriate
IF: utility allowance is:
Buildings assisted by Rural Housing Service (RHS) 1. RHS Utility Allowance
Buildings with RHS assisted tenants
Buildings regulated by HUD 2. Applicable HUD Utility Allowance
All other buildings* 3. PHA Utility Allowance
4. Local Utility Company Estimate
5. State Agency Estimate
6. HUD Utility Schedule Model
7. Energy Consumption Model

(performed by engineer or other professional
approved by state agency)

CFR 982.517

WWW.NovVoco.com/npcc

Determining Appropriate Utility Allowance

Documentation and record keeping

Must apply utility allowance within 90 days of change

Must review at least once during each calendar year the
basis on which UAs have been established

Utility Allowance schedules must be reviewed at least
annually and must be increased by PHA if utility costs have
risen more than 10% since they were last established. See 24

9/8/2015
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1BDR

1BDR

WWW.Nnovoco.com/npcc

$100

BILL
$350
BILL =
E $95
BILL \
%80
BILL
$100 /
$75 < BILL
A $75

$350

Utility Allowances: Sub-Metering

Utllity Company

AN

Utility Allowances: Sub-Metering

Utllity Company

AN

BILL
$350

1BDR

1BDR

WWW.novoco.com/npcc

ale| gl
\ ‘n

Ratio
Utility
Billing

System

2 BDR = $100

9/8/2015
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Ratio Utility Billing System (RUBS)

* RUBS is a method of allocating utility costs in a multi-unit
complex that helps keep total housing costs as low as
possible.

e The bill for utilities is distributed amongst the tenants
based on a formula made of the number of occupants,
square footage of the unit, number of bathrooms, and
number of water fixtures.

* RUBS is not permitted for LIHTC units.

WWW.Nnovoco.com/npcc

Utllity Allowances

Treas. Reg. § 1.42-10(c)(1)

“The building owner is not required to review the utility allowances, or implement new
utility allowances, until the building has achieved

or the end of the first year of the credit period, whichever is
earlier.”

Deadline to
Deadlingdfplement
ImplemeniNew UA

New UA

WWW.novoco.com/npcc
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Utility Allowances

Treas. Reg. § 1.42-10(c)(1)

“The building owner is not required to review the utility allowances, or implement new
utility allowances, until the building has achieved 90 percent occupancy for a period of

90 consecutive days or the end of the first year of the credit period, whichever is
earlier.”

Deadline to
Implement
New UA

WWW.Nnovoco.com/npcc

WWW.novoco.com/npcc
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Rental Assistance

Internal Revenue Code Section 42(g)(2)(B)(i)

Gross rent “does not include any payment under section 8 of the United States
Housing Act of 1937 or any comparable rental assistance program (with
respect to such unit or occupants thereof)”

Tenant Income Certification

www.novoco.com/webinars
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Section 8 Tenants

Section 8 The gross rent limit applies only to payments made directly by the tenant. Any rental
Tenants assistance payments made on behalf of the tenant, such as through section 8 of the
United States Housing Act of 1937 or any comparable Federal rental assistance, are not
included in gross rent. Congress further intended that any comparable state or local
government rental assistance not be included in gross rent. See IRC §42(2)(2)(B)(1)
and the General Explanation of the Tax Reform Act of 1986.

Section 8 Tenants
8823 Guide — Chapter 11, Category 11g
Gross Rent(s) Exceed Tax Credit Limits

Tenant Income Certification

WWW.Novoco.com/npcc

Section 8 Tenants

Example 1: Household Portion of Rent is Below Limit

A Section 8 household moved into a unit on January 1, 2000; the
maximum LIHC gross rent is $500 and market rate is $600. Household
pays $200 and the assistance pays $400; the total rent is $600. There is
no noncompliance since the household portion of rent is below the
maximum LIHC rent allowed.

Section 8 Tenants
8823 Guide — Chapter 11, Category 11g
Gross Rent(s) Exceed Tax Credit Limits

Tenant Income Certification

IRC § 42(g)(2)

WWW.Novoco.com/npcc
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Section 8 Tenants

Example 1: Household Portion of Rent is Below Limit

A Section 8 household moved mto a unit on January 1, 2000; the
maximum LIHC gross rent is $500 and market rate is $600. Household
pays $200 and the assistance pays $400; the total rent is $600. There is
no noncompliance since the household portion of rent is below the
maximum LIHC rent allowed.

—

Maximum LIHC Gross Rent (Rent Limit) $500

Section 8 Tenants
8823 Guide — Chapter 11, Category 11g
Gross Rent(s) Exceed Tax Credit Limits

IRC § 42(g)(2)

WWW.Nnovoco.com/npcc

Section 8 Tenants

The portion of the rent paid by Section 8 tenants can exceed the LTHC rent ceiling as
long as the owner receives a Section § assistance payment on behalf of the resident. If
no subsidy is provided, the tenant may not pay more than the LTHC rent ceiling.

: : N /A a Maximum LIHC Gross Rent (Rent Limit)
Section 8 Tenants

8823 Guide — Chapter 11, Category 11¢
Gross Rent(s) Exceed Tax Credit Limits :

IRC § 42(g)(2)(E)

WWW.novoco.com/npcc
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Section 8 Tenants

The portion of the rent paid by Section 8 tenants can exceed the LTHC rent ceiling as
long as the owner receives a Section 8 assistance payment on behalf of the resident. If
no subsidy is provided, the tenant may not pay more than the LTHC rent ceiling.

oo dard
Bl ohic housing /
\P N Market Rat $1,000

- . 400
Section 8 Assistance $—>
/Section 8 covers the difference between the

payment standard and the tenants’ portion

$500

N /A a Maximum LIHC Gross Rent (Rent Limit) -
Section 8 Tenants B

8823 Guide — Chapter 11, Category 11¢
Gross Rent(s) Exceed Tax Credit Limits

Section 8 Tenants’ portion of rent must be a minimum of
30% of their “household adjusted annual income” (assume
$675 but household pays own utilities and
Section 8 utility allowance is $75)

IRC § 42(g)(2)(E)

WWW.Nnovoco.com/npcc

600 400

Tenant Income Certlflcation (TIC)

WWW.novoco.com/npcc
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Project-Based vs Voucher-Based Assistance
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What's the Difference between
Project-Based and Voucher-Based
Assistance?

The Section 8 Project-Based Rental Assistance (PBRA)

PBRA programs enable more than 2 million people in 1.2 million low-income
households to afford modest apartments by contracting with private owners to rent
some or all of the units in their housing developments to low-income

families. Seniors or people with disabilities occupy two-thirds of PBRA-assisted
households.

¢ Federally assisted housing federally assisted housing produced through a public-
private partnership

¢ HUD provides private owners of multifamily housing either long-term project-
based rental assistance contracts, a subsidized mortgage, or possibly both.

¢ Project-based assistance is fixed to a property.

WWW.NovVoco.com/npcc
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Voucher-Based Rental Assistance Program

The housing choice voucher program is the federal government's major program
for assisting very low-income families, the elderly, and the disabled to afford
decent, safe, and sanitary housing in the private market.

¢ The PHAs receive federal funds from the U.S. Department of Housing and
Urban Development (HUD) to administer the voucher program.

¢ Since housing assistance is provided on behalf of the family or individual,
participants are able to find their own housing, including single-family homes,
townhouses and apartments.

¢ The participant is free to choose any housing that meets the requirements of
the program.

WWW.Nnovoco.com/npcc

Project-Based Voucher-Based

Where does the funding come
from?

Who is eligible?

Income Eligibility

Where do families apply?

Who finds the apartment?

How much will the voucher pay
the owner/property?

What happens after a family
moves out?

Uses HUD obligated funds (to
PHA) under the annual
contributions contract (ACC)

Owners select low-income
families who are screened and
put on a waiting list

Based on HUD published
income limits

Tenants apply at the
participating properties

PHA refers family to
participating properties with
vacancies

The difference between 30% of
the adjusted income and the
gross rent for the unit

The contract with the property
remains in place at the property
and assistance for this
household ends

PHAs apply for funding;
allocated by HUD

Low-income families whose
income is below 50% of the
AMGI and some specific
category of households whose
income is up to 80% of the
AMGI

Based on HUD published
income limits

Tenants apply at the
participating PHA

Responsibility of family to find
an apartment after voucher is
received

The difference between 30% of
adjusted income and a PHA
determined payment standard
or the gross rent of the unit,
whichever is lower

The contract with the property
ends and assistance follows the
family

WWW.novoco.com/npcc
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