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OVERVIEW OF HOUSING TAX CREDIT COMPLIANCE (HTC) ACT

The Low Income Housing Tax Credit (HTC) Program, also referred to as “Section 42 Housing,” was created in 1986 to encourage production of low income housing - - that is, housing designed for households earning 60% or less of the (AMI) area median income. Requirements for this program are outlined in the Housing and Urban Development (HUD) Handbook 4350.3 REV – 1. Essentially, the HTC Program offers housing developers tax credits in exchange for abiding by rental rates tables and renting to households that meet specific income guidelines.

The Federal government allocates tax credits to individual states based on population. After allocating credits to the developments that best meet these goals, each state then monitors compliance with the Tax Credit program. Failure by the property owner and manager to maintain program compliance can result in the recapture, or loss, of tax credits.

This HTC chapter is not intended to replace or contradict the HUD or any state-issued handbook. It is intended to provide basic, general information and to explain Quest Asset Management, Inc. polices required for compliance-related issues.
STATE REQUIREMENTS

Because the burden for monitoring compliance has been placed on the states, some compliance regulations and reports may vary. For example, some states permit faxed income verifications while others forbid this practice. Many states have implemented additional restrictions above and beyond the basic Federal Program. These restrictions may include and extended compliance period, additional “deep skewing,” and set-aside layers for very low-income families, as well as set-asides for the elderly and handicapped. All office personnel working on HTC properties should be aware of state requirements.

SEEKING GUIDANCE

Many times managers need guidance on a particular issue. Available resources include the handbook provided by the state, the HUD 4350.3 REV-1 Handbook, the Regional Supervisor/Compliance Manager and Quest Asset Management. On-site personnel should not contact the state Compliance Division unless directed to do so by their Regional Supervisor or a Regional Compliance Manager, or unless they need an immediate answer and are unable to reach the Regional Supervisor or a Regional Compliance Manager.
If the on-site person does in fact contact the state Compliance Division, all questions and responses must be in writing and provided on the agency’s letterhead. If it is not possible to obtain this, send a confirmation letter detailing the information received. Ask the person to whom the letter is addressed to respond in writing if any of the information contained in the letter is incorrect, incomplete, or otherwise invalid. Verbal responses, even if documented by the reviewing party, may not be valid and the property could be cited for non-compliance.

QUEST ASSET MANAGEMENT, INC.
QUEST ASSET MANAGEMENT is committed to complete compliance with the Section 42 guidelines. With this in mind, the company maintains its own compliance department, which is made up of several persons who review and approve lease file prior to a resident moving into a HTC apartment home. The person who leases the apartment works the file and collects the paperwork and the manager reviews, approves and then forwards the paperwork to the Regional Compliance Manager for final approval. Again, all of the approvals, most notably the  Compliance’s Manager approval, must occur prior to the resident move in. 
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THE FIVE REQUIREMENTS

There are five basic elements that make up the difference between tax credit properties and market rate properties. Extensive information in all these areas is provided throughout this chapter. The five basic elements are described below:

· Income


HTC units may only be rented to households with incomes at or below certain limits. The limits are based 
upon the “Area Median Income” as defined by HUD and vary from county to county throughout the 
United States. The permissible limits are usually referred to as a “percentage of area.”

· Median Income


Most properties are either “30%”, “40%”, “50%” or “60%” properties, meaning that the allowable income 
is either 50% 
or 60% of the area median income. Most recent properties may include “30%” and 
“40%” as well as “50%”, “60%” plus Market Units. The allowable income in any particular locale 
also varies depending upon the size of the family. Please refer to your property’s application and LURA 
for AMI quotas to be maintained on a monthly basis.

· Rent


HTC units may only be leased at statutory maximum rents. The rent limits are also based upon the median 
income 
for the area and will vary based upon the size of the apartment (number of bedrooms) and the 
specific utilities included in the base rent.

· Students


With some exceptions, HTC units may not be rented to households comprised entirely of full-time 
students.

· Units in Program


Once established, the number of units (and square footage) reserved for HTC households must be 
maintained. Some of these restrictions must be met on a “property” basis; others must be met on a 
“building-by-building” basis. The property must be able to track which units at the property are Tax 
Credit apartments, which are considered Very Low Income (30%, 40%, & 50%), and which are 
considered Low Income (LI-60%). 
· Proof


Each HTC file must contain adequate documentation to support the conclusion that the household is 
qualified. Even if all of the first four requirements may have been met, if the documentation is not proper, 
the household can be determined to be non-qualified.
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A property’s HTC status should be discussed with the prospective resident prior to the tour. It should be discussed after a rapport has been established, although, not during the initial contact, as this may appear abrupt and uncaring.

To lease a Tax Credit apartment, the applicant must complete the Rental Application, Applicant Questionnaire and Resident Release and Consent. They should also receive a copy of the “What You Will Need” list, which explains the documents they will be expected to provide. Make sure to tell the applicant approximately how long the application will take to complete, since the required written verifications and approvals add time to the process.

After the written verifications have been received, the manager, assistant or compliance monitor reviews the file to check for completion and eligibility for the program. The manager then signs the bottom of the Manager Certification and forwards the documentation, usually via fax or email, to the Regional Compliance Manager for final approval.

Every office staff member should be familiar with the current income requirements as they apply to the number of persons in a household. Each person should also have a thorough understanding of the required documentation and requirements for determining a household’s eligibility as well as the guidelines for determining Low Income (LI-60%) or Very Low Income (VLI- 30%, 40% & 50%). Contact your Regional Compliance Manager with any unusual or questionable situations before sending the file for approval. This verbal communication beforehand will speed up the approval process.

When determining whether a household meets the eligibility standards, the following should be considered as income: Income from wages, income from social security benefits, income from child support, income from assets, income from contributions, interest from bank accounts, income from investments, just to name a few.
When determining whether a household meets the eligibility standards, the following persons are included as household members, thus their income IS considered part of the household income: Year-round occupants, members temporarily away (e.g., a person on military duty) unborn children, and children under joint custody but living in the home for more than half the year.

The following persons are included as household members, thus their income IS NOT considered part of household income: Live-in aides, absent children, foster children, children under joint custody but living in the home less than half the year.

TRANSFER ON-SITE

If the resident of a HTC unit moves within the building, it is considered a transfer. In the case of transfers, the newly occupied unit simply adopts the status of the vacated unit and becomes a Housing Tax Credit Unit.

If a resident moves to another unit within the same development but in a different building, the resident must qualify as a new move-in.
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The HTC program was not intended to provide student housing, thus a household entirely occupied by full-time students will not qualify for the program, regardless of income level. 
There are exceptions to the student eligibility rule. A student HTC household can qualify if one or more of the following criteria are met:
· Students are married and file a joint return

· Students are single parents with child(ren) and {such parent and the child(ren)} are not dependents of another individual

· Students are enrolled in a job training program receiving assistance under the Job Training Partnership Act or under similar Federal, State or local laws.

· Students receive assistance under Title IV of the Social Security Act (Temporary Assistance to Needs Families or TANF, formerly AFDC).

The student’s status must be verified by the school’s registrar’s office only. The status must be verified before move-in AND at the beginning of each semester to determine if the resident is still a full-time student, part-time student, or no longer a student. Once you have established if they are full-time or part-time then you will also need to ask them if they have student grants, Pell grants and scholarships. They will need to provide you with an account summary of their financial assistance account. 
Note: Financial Assistance is included in annual income. Any financial assistance that a student receives in excess of tuition (athletic and academic scholarship) that a student receives is counted accepted loans and tuitions.

Student status is especially important 1) when the applicant states they are a part-time student, or 2) when all but one person’s are full-time students.

The Student Agreement Form requires that any occupant notify the office if their student status changes. This form also allows the resident’s right of occupancy to be terminated if their student status changes and causes the household to be out of compliance.

Although slightly more restrictive than State’s requirements, Quest Asset Management policy is that a child that is in pre-school and he/she are going all day is considered a full-time student.
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Apartment communities built after 1996 are required to maintain a specific number of “Special Needs” apartments. A Special Needs person may be someone with a physical or mental disability, is someone elderly or someone who has a physical impairment, such as a hearing or sight impairment. The property’s Special Needs requirements are stated in the property’s LURA. The special needs quota requirement must be maintained each and every month.

When an apartment is occupied by a person with a special need, that unit is then designated as a Special Needs unit. This does not mean, however, that that particular apartment is handicapped accessible.

When in lease-up, the property’s Special Needs apartments have priority to be marketed and leased as quickly as possible. Several apartments must be set aside and available for special needs residents. If a lease-up is completed but the special needs quota has not been met, a non-special needs person would not be able to move in since the only available apartments would be designated as special needs units.
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NEXT AVAILABLE UNIT RULE
Changes in household composition or increases in income can affect a resident’s eligibility. Households whose income at re-certification exceeds 140% of the applicable income limit are considered over-income, and the apartment becomes designated as an OI (over-income) Tax Credit Unit.
When a household’s income rises above a certain level, IRS rules require that the next available unit of comparable or smaller size in the same building be rented to a qualified, low-income applicant. The Next Available Unit Rule is applied on a per-building basis.
When a tax credit unit becomes OI, makes the appropriate entry on the Unit Status Report. Over Income households will be noted as such on the property’s monthly compliance report (USR).

* 30%, 40% and 50% O.I. Rule: When a 30%, 40%, 50% tax credit unit exceeds the current income limit, it will change designations. The 140% rule does not apply. The next available unit, on the property, will be leased to a 30%, 40% or 50% income household to maintain your property quota per the application and LURA.

For example: a 30% household at re-certification exceeds the current 30% income limit. The household and unit then become whichever next income limit designation would apply because you lost a 30% unit, you would then lease the next available unit to a 30% household to maintain your property 30% quota. At re-certification, this applies to 40% and 50% AMI household as well.

* 60% and O.I. Rule: when a 60% tax credit unit exceeds the 140% rule at re-certification, it remains a 60% OI unit until the market unit in that building vacates. The market unit would be leased to a qualified tax credit tenant and the 60% OI unit becomes the market unit. If there are no market units in that building, the 60% OI unit remains designated as a 60% OI unit.

When the next available unit is leased, complete the log and send a copy to the compliance department in the corporate office. The Compliance Department must provide approval prior to the next unit being rented. The log is kept with the month compliance report in the main office’s file or property notebook (Bible).
UNIT VACANCY RULE

According to the Unit Vacancy Rule, if a tax credit apartment becomes vacant it still counts as a tax credit unit as long as reasonable attempts are made to rent that apartment or an available apartment of comparables or smaller size on the property to a tax credit qualified applicant, before renting any comparable or smaller size apartment to an ineligible household.

The Unit Vacancy Rule is applied on a property-wide basis.

Failure to comply with either of these rules can lead to IRS recapture of the owner’s tax credits.
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(EXPLAIN WHAT IS SECTION 8 & THAT WE’RE REQUIRED TO ACCEPT…)

Whenever possible, Section 8 applications are to be verified and approved using the 30%, 40%, 50% or 60% income limit. The housing authority will be charged the 60% (or market, it you have market units) rent. The household is verified in this fashion because if and when a non-section 8 household exceeds the maximum allowable at time of recertification a section 8 household is available to use to maintain the property’s 30%, 40% or 50% quota.
Because the 60% rate is being charged, show the household as a 60% unit on the back of the Income Certification (TIC) and compliance report. Remember you can do this because it is the tenant paid portion of the rent plus the utility allowance that cannot exceed the maximum rent limit.

A letter welcoming Section 8 voucher & certificate holders is due to the property’s Housing Authority during the first quarter every year. The letter must be sent via certified mail or faxed. The card or faxed confirmation with signature, as well as a copy of the letter, must be immediately forwarded to the Regional Compliance Manager no later than mid-April each year.

Compare the application to see that it is consistent with Section 8’s verification. Any inconsistencies between the rental application, applicant questionnaire and the information from the Section 8 office must be investigated and documented.

Households receiving Section 8 must obtain written approval from the Section 8 office before adding household members.

If the local Public Housing Authority will complete the form, “Section 8 Verification”, then you are not required to further verify the tenant’s income. If the local Public Housing Authority will not complete the form then you are required to verify all income/assets as for a Non-Section 8 household. Remember the Rental Criteria applies to Section 8 the same as a Non-Section 8 household.
When a Section 8 voucher holder moves out but the final rent payment has not been received from the housing authority, that resident will show with delinquent rent. Since the lease contract is between the resident and property, a move out (SODA) is completed as normal and shows the delinquent rent, thus the resident is ineligible for a deposit refund unit the Section 8 portion of the rent has been paid. Once this has been received, the SODA will be revised and the deposit may be refunded, depending on any other charges still due.

Properties must maintain a Section 8 binder that has two sections. One section will contain the rental payment check stubs. The other section will maintain, in chronological order, all correspondence to and from the Section 8 office.
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The maximum allowable rents are dictated by the state and based on a particular area’s median income. In addition to these rents, a utility allowance is taken in consideration. This amount is determined by the city or county.
The Housing Authority must be contacted by fax at the beginning of every quarter (i.e., January, April, July, October) to determine if the allowances have increased. You must use the Utility Allowance Confirmation, it must have signature and date with a copy of the current Utility Allowance being used.

We must be aware of changes in local utility allowances in order to ensure that residents are charged the correct rent. When utility allowances change and exceed the maximum rent limit then the Property has no more than 90 days after the change to make appropriate adjustments in rent. This makes no difference if a person is in a lease or not.
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ALTHOUGH Federal and state guidelines allow lease terms as short as 6 months, Quest’s policy is to sign 12 month leases for the initial lease. Because the lease must expire before re-certification is required, a longer lease is unacceptable. (Check with your Regional Supervisor, some properties may have different requirements.)
Lease ending dates for HTC apartments are calculated in the same fashion as conventional ones: If a resident moves in on the first of the month, that month is counted as one of the 12 months. However, if the resident moves in on any other day, then that month is not counted as one of the 12 months. For instance, the lease for a resident who moves in January 16th will reflect a move in date January 16th and a lease ending date of December 31st. However, if the same resident moves in on January 1st their lease ending date would be December 31st.

The lease paperwork is completed in duplicate: the original documents are placed in the resident’s file and the copy is given to the resident with their move-in packet.

All verifications and documentation must be completed and approved by the manager or compliance monitor and the Regional Compliance Manager. Every new resident must sign all lease paperwork and Tax Credit forms and pay the prorated rent before keys are released for move in.

Leases for persons who receive Section 8 assistance are subject to different lease requirements than other HTC residents. See the Section 8 Guidelines page of this chapter for specific information on these leases. The local Housing Authority for Section 8 certificate/voucher holders may require a different lease that starts on the first of the month, regardless of the actual move in date. If so, contact the Regional Compliance Manager. 

The owner section of the lease is filled in with the property name unless the Regional Supervisor instructs otherwise. It is preferable to show all persons over 18 who will reside in the apartment as residents and signers on the lease.

Type in “3” as the number of days allowed for a non-resident to reside in the apartment. The lease term begins on the day of move in and ends on the last day of the month based on full calendar month.

If the resident moves in on the 20th of the month or after, they must pay the prorated rent plus the next full month’s rent. If they move in on any day up to including the 20th of the month, they are required to pay only the prorated rent.

The deposit section on the lease is filled in with only the refundable portion of the deposit. Non-refundable fees are not included in this section.

All one-time specials are to be noted in the lease in the Special Provisions section. See Discount and One Time Specials section of this manual for additional information.

Any additional amenities, such as garages, parking spaces and washer and dryers, as well as their costs are noted in the Special Provisions section of the lease. These amenities are not considered part of the maximum allowable rent. Any other fees, such as a refurbishing fee, are noted in the Special Provisions section of the lease as well. Additional information regarding non-refundable fees for security and pet deposits can be found on the Non-refundable Fees page of this manual. Some HTC properties are prohibited from charging non-refundable fees. Check with the Regional Supervisor for a property’s specific requirements.
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Manager, Maintenance and Courtesy Officer Apartments:

In August of 2004, the Internal Revenue Service released Revenue Ruling 2004-82. The ruling answers certain questions about the Housing Tax Credit program.

Courtesy Officers: Through this ruling, the IRS has made clear that it is permissible for Housing Tax Credit properties to have an on-site courtesy officer. The IRS considers the unit occupied by a courtesy officer as space reasonably required for the project. Similar to a unit occupied by resident managers or maintenance personnel, a unit occupied by a courtesy officer is not included in the numerator or denominator when calculating the applicable fraction (loc income occupancy) of a building. For example, assume building 1 is occupied by a courtesy officer, as long as the other 9 units in the building are low income; the applicable fraction is 100%.
Please note that mixed income properties, where some units are low income and other are markets, a courtesy officer, manager or maintenance person must occupy a market unit.

In the past, TDHCA has required an owner’s CPA or tax attorney to issue a letter regarding courtesy officers. With the issuance of Revenue Ruling 2004-82, this is not longer required.
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In nearly all cases a third-party verification of income and assets is required to prove a household’s eligibility. All blank lines on all forms must be completed. Before it is faxed to the Regional Compliance Manager, the manager must review and approve any Tax Credit file. The file is only faxed once the manager or compliance monitor has signed the bottom section of the Manager Certification form to show the file is completed.
IMPORTANT REQUIREMENTS FOR VERIFICATIONS

· Do not write on the forms (e.g., employer’s verification). When necessary, write additional notes on the Clarification Record Form.

· Do not “scratch-out” or use white out on any forms. If corrections are needed then draw a line through the incorrect information, write the new information and have both parties initial.

· Make sure all required verifications must have been received , verified, signed and approved before the apartment keys may be released - - once the resident has moved in they are no longer motivated to provide missing documentation.

· Know how to calculate the maximum income, assets, asset income, and student requirements, and know what are considered acceptable forms of verification.

· All forms must be signed and dated prior to the move-in date.

· Any employment inconsistencies require a clarification record for documentation.

· Check Year-to-Date income amounts to see if they make sense. Keep in mind the applicant’s state date.

· Review paycheck stubs for 401k/retirement contributions. If shown, make sure the applicant includes this information on their under $5000 Certification and on the Supplemental to the Application.
· All verifications must be dated within 90-days prior to move in. the exception to this is when a 6-month history is required, such as that for the average of the checking account.

EMPLOYMENT

· Employment verification must be sent and received via fax or regular mail. If received by mail, place the envelope in the file folder and attach it to the Employment Verification.
· At least 6 current consecutive paycheck stubs (6 is preferable) from past 90 days. Quest Asset prefers check stubs. Once you have at least 6 current check stubs you must calculate them using the paycheck worksheet.
· Calculating Wages: 

· Weekly 

52 weeks

· Bi-Weekly  
26 weeks

· Semi-Monthly  
24 weeks

· Monthly  
12 month
· Last year’s tax return is required for self-employed. Proof of student eligibility if compliance department requests.

· If lines are left blank on the Employment Verification, return the form to the employer and ask them to fill in the blanks. If white out is used return to employer, send new form for them to fill out and explain that we cannot accept white out on any of our forms.
· A Clarification record is required if the employer will not fully complete the verification, if there are unanswered questions, or if there is conflicting information on the employer’s verification. The Clarification Record is intended as a clarification, not a substitute for missing information.

· If the applicant is unable to provide paycheck stubs then they must provide a payroll register from their Payroll Department or obtain a notarized statement from the employer showing required information.

· If an applicant’s information becomes over 90-days old, due to early pre-leasing for instance, the income and assets must be re-verified verbally. This is considered an oral 30-day extension and it is approved by TDHCA, although it may not extend beyond 120 days prior to the move in date. In this situation, additional paycheck stubs which fall within the 90-day period must be provided and written documentation of the verbal re-verification must be maintained in the file. If there have been any changes to the income or asset numbers, a new Income Certification must be completed.
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BANK ACCOUNTS
· If a checking account is listed on the application and supplemental use a 6 month average. Ask the applicant to provide you with the past 6 bank states if the bank will not verify the information. If the past 6 bank statements are unavailable then use the current month’s statement. Again, statements are not needed if the bank verifies the information.

· If a savings account is listed on the application use the current balance. Ask the applicant to provide the most recent month’s statement balance, if the bank will not verify the information. 
· Verifications are not required if the total of all assets is below $5,000. If this is the case, the applicant must complete the Under $5,000 Asset Certification form. This form must be completely filled out. Use 0 or None only. HOWEVER, if the household is within $500 of the maximum income limit the bank statements or 3rd party verification is required.

CHILD SUPPORT

· If an applicant has court ordered child support you must verified with the Attorney General and have them fill out a Non-Child Support Affidavit form. See TDHCA January 2004 Newsletter regarding this issue or the HUD Manual 4350.3 Section 6-E..
· If applicant documents they have no court ordered child support and do not receive child support from any sources, on the application and the applicant questionnaire, the TDHCA requires no further documentation. Quest Asset Management’s Policy is to also include the Non-Child Support Affidavit.
· Because the Attorney General’s office does not fax back our inquiry in a timely manner, you must still fax the inquiry to the Attorney General’s Office. 

· If a child is listed on the application, ask the applicant for a copy of child support order rather than simply asking if there is child support.

· The entire divorce decree, if applicable, must be photocopied and placed in file. Make sure the child support effective dates and for which child (ren) are listed. The entire decree must be in the file because additional assets, such as a house or retirement accounts, are listed.

· Child support is included as income.

· The Non-Child Support Affidavit may be used but only used as a last resort for documenting that no child support is received.

· If the applicant/resident has custody of someone else’s child (ren) the person granting custody must provide a notarized statement listing the length of time custody is expected, the name of the person granting custody and the name of child (ren). If the person granting custody is unavailable, then school records may be used in addition to a notarized statement which says “I have not seen or heard from {the child’s parents} in {specified number of months or years}.”
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CASH PAY
If the applicant is paid in cash (e.g., babysitters, housekeepers, beauticians), a notarized letter is required from the employer. In addition, the applicant’s most recent tax return is required. The tax return must be signed by the person/company completing it.

CREDIT REPORT
Check for new cars & perfect payments histories, especially if the applicant says they have no income and no job. Also look at credit report for real estate (mortgages) and student loans (ask if student loan is recent then ask if they are a student).

ASSETS
Total assets worth over $5,000 require a 3rd party verification. In addition, only some assets that total less than $5,000 require verification. Verification is required, even if the asset is less than $5,000, when: 1) a household is with $500 of maximum income limit, or 2) a household has a retirement plan. For example, assume the applicant has a checking account and the average 6 months is $924.23 and they have an interest rate at 1.050%. You would then calculate $924.23 x 1.050% = $9.70
On the TIC the cash value would be $924.23 and income form the asset would be $9.70

REAL ESTATE (e.g., houses)

A house of within the past 2 years is included as an asset. A currently owned home, even if used as rental property, is also considered an asset. Rental income from a home is considered income and is subject to special calculations. Use the bottom portion of the Real Estate Asset Verification and Calculation form to calculate income. You can obtain the real estate value from website or the 3rd party. See example in this manual.
SOCIAL SECURITY NUMBER
Every household member’s social security number is to be verified. A social security card is NOT required; if the number can be verified from a divorce decree, school records, etc. Proof of the social security number is to be photocopied and maintained in the resident’s file. It may be photocopied at the time of move in or after the approval. It may NOT be photocopied at the time of application.
The recipient usually receives the new award letter in December or January to show their Social Security income for the next 12 months. In most cases this letter is sufficient; however some property owners require the Social Security award letter with a date that falls with 90 days prior to the move in. in this case, the applicant may obtain a letter by requesting it from Social Security office or by signing a Social Security Verification form. Quest Asset Management requires the date to fall within the 90 days prior to the move in if at all possible.
DATE OF BIRTH
Every household member’s date of birth is to be verified. A birth certificate is NOT required. It may be verified from driver’s license, school records, tax return, divorce decree, for instance. Proof of the date of birth is to be photocopied and maintained in the resident’s file. It is photocopied at the time of move in or after approval, it may NOT be photocopied at the time of application.
STUDENT STATUS
Check the credit report to see if there is a student loan. Compare this to the information listed on the application. More information on student eligibility is covered on the Student Eligibility  page of this chapter.
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EMPLOYMENT

If the applicant’s work hours vary from week to week then the income amount must be averaged. To do this, use the gross income from each of the check stubs, divide by the number or check stubs used and multiply by the number of pay periods in a year. For example, assume the applicant is paid once every week and they have four check stubs that show gross income of $400, $400, $525 and $569. Together they total $1894. $1894 divided by 4 checks equals’ $473.50 average per check. $473.50 multiplied by 52 (the number of times he’ll get paid in a year) equals $24,622.00 income per year.
Contact the Regional Compliance Manager for further instruction if the applicant’s pay involves a shift differential (different rates of pay depending on which shift is worked, for instance). Particular attention must be paid when running the calculations for shift differential.

Remember to take any anticipated raises, bonuses and/or shift differentials into consideration. Make sure they are factored into the anticipated annual income.

Use the Clarification record form to clarify the amount if the wages shown on the paycheck do not match the amount stated on the application or the employer’s verification. 

If an employer leaves blanks or writes “n/a” on the Employer’s Verification form, send the form back and ask them to make the appropriate corrections. If unsuccessful, and only as a last resort, telephone documentation may be used to clarify the information. It is best to advise the employer ahead of time to complete each blank and to not use “n/a” PREFERABLY none or 0.
BANK ACCOUNTS
If a checking account is listed on the application use a 6-month average. If a saving account is listed on the application use the current balance. Use actual interest rates if interest is paid on the account. If interest is not paid on the accounts then calculate interest based on a 2% imputed rate. Interest must be imputed only if the assets equal over $5,000 or if the household is within $500 of the maximum income limit.

CHILD SUPPORT
Use the amount shown on the court order. If a court order is not in place, use the amount the applicant states they receive (it must match the amount in the notarized statement from payor).

Child support must be shown as income even if the applicant states they do not actually receive child support payments. Child support is not included only if the applicant provides pending court case documentation showing they are attempting to collect child support.
401k/RETIREMENT PLANS/PENSIONS
Use the actual amount paid to the individual. If nothing is disbursed because the individual has not yet met the qualifying criteria (i.e., the person has not yet reached 70-1/2 of age) then calculate the 401k balance. If the applicant is ineligible to withdraw any portion they must provide documentation stating this fact. The account balance is then used as the asset amount.
SOCIAL SECURITY
Use the letter provided by the Social Security Administration office to show this monthly income. Use the gross amount shown – the amount before any deductions, such as medical insurance.

MONEYMARKET, STOCK INVESTMENTS
Use the current balance in the account.
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Organized, accurate and consistent documentation is critical to proving a property’s tax credit compliance. All properties are required to follow specific color-coding and order-of-forms guidelines for tax credit lease files.

Manila folders may not be used, including at the time of application. The only acceptable file folder is a heavy-duty colored folder with one additional separator, making a total of 2 separate sections within the folder.

Run a calculator tape for every number & calculation shown. To the side, label the source of that number (e.g., asset income, annual social security income). A calculator tape must be attached on the top left side of the Income Certification (TIC) labeled with last name and unit number. A calculator tape should also be attached to each income and asset documentation. Providing this tape and explanation speeds up the audit process and helps eliminate questions.
Contact the Regional Compliance Manager if a property’s folders have already been set up in a format other than the one described below.

FILE FOLDER COLOR-CODING SYSTEM:
· Initial resident units – Blue, etc.. folders 
· 2nd resident units – Yellow, etc... folders

ORDER-OF-FORMS
Application, lease and Tax Credit forms are maintained in the following format of the lease file folder:
FRONT LEFT SIDE (Top to Bottom)

Manager Certification

TIC Page 1 (with adding machine tape attached to upper left corner.)

TIC Page 2

Attachment to TIC (when used)

Supplemental of TIC

Special Needs, Disability Verification (when used)
Applicant Questionnaire
Section 8 Verification 

Student Verifications

Employment Verifications or Certification of Zero Income or Unemployment Affidavit
Social Security/Pension

Other Income Contributions (i.e. Child Support, Alimony, Family support, TANF, etc.)
Asset Verification (i.e. Banks, Mutual Funds, etc.) (Mailed envelope attached)

Under $5000 Asset form

Real Estate Disclosure Form (with Tax Appraisal & Closing Statement when used)

Resident Release & Consent

TAA Application

Resident Selection Policy with Privacy Notice
Copy of Identification & Social Security
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FRONT RIGHT SIDE (Top to Bottom)

Section 8 Lease and Information (when used)

TAA Lease (ALL 6 PAGES) (Renewal Leases on top of Original Lease)

Affordable Housing Addendum

Live in Aide Agreement 

Resident Handbook, receipt ( Rules & Polices) & Activity Release & Consent

TAA Mold addendum’s

TAA Animal Addendum (when used)

Special Provisions (when used)

Lease Addendum for Drug-Free Housing

Smoke Detector Addendum

Satellite Addendum 
Cable TV Addendum (when used)

TAA Gate Access Addendum (when used)

Washer/Dryer Addendum

Damage Cost Addendum 

Utility Connection Verification & Utilities Lease Addendum

BACK LEFT SIDE

Move-in Inventory

BACK RIGHT SIDE

All Resident Correspondence (Misc. Charges, eviction notices (Damages) etc.

Guest Card and Copy of Application Fee & Deposit

All Maintenance Work Orders – are placed in a separate manila folder behind the tenant file.  This folder should contain work orders from the first day of the property and should continue in the file after the current tenant vacates and another moves in.  The manila folder should be marked with the apartment number ONLY.
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The HTC program is designed to help low income persons obtain qualify housing. The integrity of the program is protected only when true, accurate information is the basis for a file’s approval.

Errors occur from time to time, and they can usually be corrected by obtaining documentation or verification that was valid for the required point in time. For example, an employer can be re-contacted at a later date to determine what the resident was making on a given date (i.e., at the time of move in or recertification). Employees may not, however, falsify records, forms, files or documentation therein. Likewise, employees may not coax or coach an applicant to submit false information or omit information.

Employees on Tax Credit properties acknowledge they will not falsify, misrepresent or alter documents, or cause any other person to falsify, misrepresent or alter documents.

All documents faxed to the Regional Compliance Manager for approval must be the final versions and exact duplicates of originals in files.
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A new applicant’s file is faxed to the Regional Compliance Manager for final approval after it has been reviewed by the property manager or onsite compliance monitor. The Regional Compliance Manager will review the file and contact the property if additional information, documentation, and/or clarification if needed. The final approval will be faxed to the property.

When a file is received by the corporate office it will be entered on the Corporate Tracker. Once the file has received  final approval by the Regional Compliance Manager it will be marked accordingly, which allows a lease or recertification commission to be paid. Files without approval by the compliance department will not be eligible for a lease or recertification commission.
The Regional Compliance Manager goal is to review every new move in or recertification’s file and either approve or respond with a list of the missing items within 2 days of receiving the file. If you do have a response within 24 hours please email the RCM. cariwickert@hughes.net or shellyharwood@charter.net
Again, before it is faxed to the Regional Compliance Manger, the manager or onsite compliance monitor must review and sign off on manager certifications.
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Re-certifications, commonly termed recerts, of the household’s eligibility are just as important as the Initial Tenant Income Certification (TIC). The initial TIC expires exactly 12 months after the move in date. The recertification process is started 90-days prior to this date by sending the resident a letter explaining what documentation they’ll need to provide. A second letter is sent 60-days prior to the expiration, and if necessary, a final letter is sent 30 days prior. The final letter is to be accompanied by the Three Day Eviction Notice in order to begin the eviction process. The eviction process will be halted should the resident provide all the required documentation and complete the required forms.

A certification that is completed between the initial certification and the re-certification is called an Interim Certification. This is completed only if required by the city and usually only if the number of persons in the household changes during the first year of residency. If unsure, check with the Regional Supervisor or Regional Compliance Manager to determine if the property is subject to the Interim Certification requirements. If a household changes with the first six (6) months of occupancy, it is recommended to certify the household as if it were new.

Re-certifications require an Applicant Questionnaire, as well as all new Tax Credit paperwork and verifications. Re-certifications also require a new lease and affordable housing addendum; however, new lease addendums are not required. Also like new leases, re-certifications are sent to the Regional Compliance Manger for approval.
The Compliance Report (USR) is used to track re-certifications. These monthly reports are maintained at the property in a binder labeled “Recertification Binder.”  May’s report, for instance, will have all the August re-certifications highlighted, since August is 90 days after the beginning of May. Once a re-certification is approved, it is marked as such on the report. Any incomplete August re-certifications will be apparent.

140% RULE

Tax Credit apartments are not subject to the current income guidelines at the time of re-certification. In most cases, a “140% rule” applies. This rule allows a household to have up to 140% of the current maximum allowable income, however there are certain restrictions.

EXCEPTIONS TO THE 140% RULE
The 140% rule does NOT apply to 30%, 40%, or 50% households at the time of re-certification - - it applies only to 60% households. At the time of re-certification 30%, 40%, or 50% households must qualify at their current income guidelines. If the household exceeds that income limit by any amount, it then becomes a unit in the income bracket it falls within at the re-certification. Therefore, the next available unit rule goes into effect. For instance, the maximum allowable income for a 30% unit is $17,000, a 40% unit is $20,000, a 50% unit is $23,000 and a 60% unit is $28,000. If a 30% household has an income of $21,000 at the time of re-certification the unit becomes a 50% unit. If another apartment that is equal or smaller in size is available, it will be designated as the new 30% unit. If none is available, the Next Available Rule goes into effect.
Because the 140% rule can be affected by Section 8 households, see the policy manual page title Section 8 Guidelines for additional information.

If and when this happens at the property the Regional Compliance Manager must be contacted immediately because this may require some unit change type changes. Property personnel, including managers, may not change a unit’s status in Rent Roll without the approval from the Regional Supervisor or Regional Compliance Managers.
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Currently the HTC program does not require annual inspections. Quest Asset Management, requires quarterly inspections on all units, which can be performed with A/C and Preventive Maintenance.
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Various HTC reports are required by the state, and sometimes by an individual property owner. The following list only addresses reports required by the state.

COMPLIANCE REPORT
The monthly Compliance Report (USR) is completed by the property manager or assistant manager and sent to both the Regional Compliance Manager (Cari Wickert) and (Shelly Harwood by the 10th of the following month (i.e., January’s report is due by February 10th). The report’s format is created by the state and cannot be altered - - TDHCA has provided their report on an Excel spreadsheet. This report contains information for each tax credit unit, including: the apartment number, resident’s name and income, household size, move-in date, move out date and TIC date, just to name a few. It is critical that ALL the information contained in the Compliance Report (USR) matches with the information in the Rent Roll, Income Certification and Lease.
The final report of the year (from December) is sent by the Corporate Office to the state’s monitoring agency in the appropriate section of the annual Owner’s certification Report. The monitoring agency also requests a copy of the Compliance report when they have a scheduled an on-site inspection (audit).
A copy of each month’s Compliance Report is maintained by the property, and by the Regional Compliance Manager.

MANAGEMENT PLAN

An annual Management Plan is also required by TDHCA. It is completed by the Corporate Office and includes such as property staffing, contracts, property improvements, security and crime prevention programs, resident services and rent collection policies, just to name a few. A copy is maintained by the property, Corporate Office, Regional Compliance Manager and the Regional Supervisor.

OWNER’S CERTIFICATION REPORT
The Owner’s Certification Report is due annually by TDHCA by the end of the first quarter. It contains detailed financial and demographic information about the property. This report is completed by the Corporate Office. The template is available on TDHCA’s website and a blank, hard copy is mailed to the owner, although it is not usually unit med-January. Managers, Regional Supervisors, Compliance Managers, Owners and the Accounting department all provide the information that makes up the Owner’s Certification Report. Once completed, a copy of the report is maintained by the Corporate Office.
SECTION 8 WELCOME LETTER
A letter welcoming Section 8 Voucher holders is sent annually to the local Housing Authority. Each property manager is responsible for sending the letter via certified mail/faxed by March 31st each year. You may also fax the letter however it will need to be signed and dated by the Housing Authority. A copy of the letter as well as the green card showing the Housing Authority’s signature of receipt is then forwarded to the Regional Compliance Manager. A copy of the letter and a copy of the green card should be maintained by the property in the Property Notebook (Bible). 
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As explained at the beginning of this chapter, each state is required to monitor HTC projects for non-compliance. Thus, the state performs periodic property audits to review forms and records. The state is then required to report non-compliance to the IRS in the form of “finding.”

An audit usually involves a review of a certain percentage of current and previous residents’ files. Compliance with the rent and income guidelines as well as written verification of a household’s income is reviewed. Auditors look not only at actual files, but frequently contact residents for verbal verification of information contained in their file. Auditors also inspect a certain percentage of the units. Usually they pick 20% of files and units to inspect.
Many property owners also employ outside agencies to audit the property files. Some owners have these audits performed annually, some sporadically. Generally, the owner will notify the property, Regional Supervisor and Regional Compliance Manager and report the audit date. Once notified, the manager must immediately contact the Regional Supervisor and the Regional Compliance Manager and report the audit date. The Regional Supervisor or Regional Compliance Manager will work together to plan a review of all current files prior to the audit.

QUEST ASSET MANAGEMENT ‘S Regional Compliance Manager and Regional Supervisor perform periodic audits to “spot-check” a property’s files for accuracy. The property manager should also randomly select and review files. 
Again, once notified, a manager must immediately contact the Regional Supervisor and the Regional Compliance Manager and report an upcoming audit, regardless of which agency or organization is performing the audit.
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Each property is required to maintain a three-ring Support Service Notebook, which contains information pertaining to the various activities and services provided for residents. All services, whether provided by the property itself or by an outside organization, are to be included in this notebook.
This notebook must be set up by the time the property is 75% occupied. It is maintained at the property.

The binder should be maintained neatly and organized by resident function with at lease the following items:

· Supportive Services Agreement

· List if all services provided to residents

· List of all resident functions and dates

· Flyers from all functions – any promotional items or advertising included, but not limited to, resident parties, seminars, events and services

· Sign in sheets for all residential functions

· Calendars of upcoming events for all resident functions

· Photos of all resident functions

· Resident newsletters
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Each property is required to maintain a three-ring Property Notebook (Bible), which is made up of different sections. One notebook is maintained at the property. The manager is responsible for ensuring that the property notebook is update at all times. 
The notebook is to be set up in the order shown below and contain the information and/or documentation described in each section.

· LURA/Deed Restrictions

· Utility allowance documentation – current and all past allowances. (most recent on top)

· Compliance Report – Current year only (all others in compliance notebook)
· Management Plan – Current year only

· Affirmative Fair Housing Marketing Plan (current year only all others in separate notebook)
· Section 8 - Quarterly letter for welcoming Section 8 Voucher holders (current and past (most recent on top)

· Section 8 – Task Force Memo (obtain from TDHCA’s website) 

· Income Limits – Current and past limits (most recent on top)

· Rent Limits – Current and past limits (most recent on top)

· Manager Certification (Income/Rent Schedule) – Current and past (most recent on top)

· Income Certification (TIC) – Blank copy

· Code enforcement and Inspections issues
· TDHCA correspondence

· Fair Housing Complaints

· Resident Selection Criteria – current and past (most recent on top)

· Photocopy of certification, or training received by all staff members
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Each property is required to maintain a three-ring Other Property Notebook, which is made up of several sections. The notebook is to be set up in the other shown below, and should contain the information and/or documentation described below.
· HUD’s 4350.3 Handbook – copy may be obtained from the HUD website.
· TDHCA Compliance Manual and TDHCA’s Newsletters – copy may be obtained from TDHCA website.

· Sun America Compliance Manual – copy may be obtained from the corporate office.

· Quest Asset Management Manual – copy maybe obtained by the compliance department.

· Correspondence to/from Regional Manager/Regional Compliance Manager (only if it relates to the HTC information)

· Memos to/from the corporate office (only if it relates to HTC information)

· Marketing Manual

· Resident Retention Manual

· Maintenance Manual & Procedures
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Original files, especially first-year files, are critical to the owner they prove the property’s compliance with the HTC program, thereby protecting the owner’s tax credits. Because of their importance, all original files must be maintained in fire proof filing cabinets unless otherwise instructed.
As the property approaches the end of its initial year, the first-year files are reviewed and photocopied by the property. The photocopies must be sent to Quest Asset Management. 
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HTC training courses are offered in-house by Quest Asset Management as well as by the state and other third-party organizations that specialize in tax credit management. Course certification must be obtained and maintained in the Property Notebook (Bible).  The property manager must obtain the Regional Supervisor approval prior to attending courses provided by an outside agency.

Within the 90-days of hire, all office personnel, including the manager, must attend, pass the test, and obtain the Certificate of Completion for one of the Quest Asset Management training classes. 

Within their first year of employment, Managers, Assistant Managers and Leasing Consultants must attend at least one TDHCA or Sun America instructed class as well as all the Quest Asset Management classes. Thereafter, at least one class must be attended annually. 

Salary increases may be based on the following: 50% on condition of files, 25% on state audits, and 25% on evaluation by the Regional Supervisor and Regional Compliance Manager on overall program adherence.
Courses are available through:

Texas Department of Housing and Community Affairs (TDHCA)



Sun America

TAA
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If, after move in, a resident is determined to be non-qualified the resident will be given a Notice to Vacate. Contact the Regional Supervisor and Regional Compliance Manager to discuss the specifics of the situation.

The third page of the Income Certification (TIC) is completed ONLY at the time of move-in, never at the time of application.

Any and every file folder must contain ONLY the paperwork given to and signed off by the Regional Compliance Manager. No additional bank statements or paycheck stubs, for instance, may be included in the file.

Black or Blue ink only may be used for the files.

White out, liquid paper and other similar products, and “scratch-outs” are strictly prohibited. Corrections must be handled by drawing a line through the incorrect information, writing the correct information, and having both the resident and a member of management initial the change.

DOCUMENTATION is the key to any unusual situation, regardless of how minor it may seem. The file should be able to tell its own story without anyone having to offer verbal explanation.

QUEST ASSET MANAGEMENT, INC
COMPLIANCE POLICY AND PROCEDURES MANAUAL
	Section:           HOUSING TAX CREDIT COMPLIANCE
	Distribution Date:     01/25/2007

	Sub-Section:      FAIR HOUSING 
                          
	Section Number:         124.00
Page:                         1 of 1


FAIR HOUSING
Quest Asset Management does not discriminate against anyone because of race, color, familial status, martial status, religions, nationality, disability, sex, handicap, or source of income as required by Title VIII of the Civil Rights Act of 1968, as amended by the Fair Housing Amendments Act of 1988.

Quest Asset Management does not discriminate based on any particular socio-economic status (i.e. public assistance recipients, single parent households, etc.). 

Quest Asset Management does not discriminate based on creed, ancestry, sexual orientation, age, or qualified disability. 
There requirements apply to:

Accepting and processing applications;

Selecting residents from among eligible applicants;

Assigning units;

Certifying and re-certifying eligibility for assistance; and

all other aspects of continued occupancy.
The methods of including a Fair Housing statement are:

       Use of the Fair Housing Logo in the advertisement 


       “Equal Opportunity Housing” stated in the advertisement

QUEST ASSET MANAGEMENT, INC
COMPLIANCE POLICY AND PROCEDURES MANUAL
	Section:           HOUSING TAX CREDIT COMPLIANCE
	Distribution Date:     01/25/2007

	Sub-Section:      MARKETING RECORD STORGE 
                          
	Section Number:         125.00
Page:                         1 of 1


Marketing records must be retained for every year in separate binders per year until the extended use of the property.

All marketing efforts including:

Advertisements – Apt. publication, newspapers, special promotions, outreach logs, brochures, resident referral, invoices for any promotional items, traffic reports.  They will be maintained for the life of the property.

Rejected applicant files must be maintained for a minimum of seven (7) years.  Date and file alphabetically and a letter is sent to applicant. 
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Helpful websites:

· Texas Department of Housing and Community Affairs (TDHCA)

www.tdhca.state.tx.us
· Spectrum Enterprises






www.spectrumseminars.com
· National Center of Housing Management




www.nchm.org
· Elizabeth Moreland Consulting





www.taxcredit.com
· National Affordable Housing Management Association


www.nahma.org
· Novogradac & Company






www.novoco.com
· Quadel Consulting Corporation





www.quadel.com
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<



Less than

20/50



Requirement whereby 20 percent or more of the residential rental units are rent-restricted 




and occupied by households with incomes of 50 percent or less of the area median gross 




income, 
adjusted for family size. This is referred to as one of the “minimum set-aside” 




requirements. Compliance with the minimum set aside requirement must be maintained at 



all times during the compliance period. Failure to meet the election would disqualify a 




project from being eligible for the credit.

40/60



Same as 20/50 above, but instead 40 percent or more of the residential rental units are 




rent-restricted and occupied with incomes of 60% percent or less of the area median gross 



income, 
adjusted for family size.

8609



Single-page tax form completed in part by the state agency and in part by the owner. It 




includes 
such information such as the allocation date, applicable credit percentage, 




qualified basis and date the building was placed in service.
140% RULE


This rule states that if a household’s income is within 140% of the current applicable 




income limit at re-certification, then the unit will continue to be counted as a qualified tax 



credit unit.



APPLICABLE FRACTION
Used in the determination of qualified basis, the applicable fraction is the smaller of 




either the unit fraction or floor space fraction and represents the low-income portion of 




the building.

BUILDING IDENTIFICATION
This is the nine digit, alpha numeric designation assigned by the state housing credit NUMBER


agency to a low-income building. Essential to the monitoring process for IRC section 42, 




IRS identification number requirements.

COMPLIANCE PERIOD

This is the 15-year period over which a project must maintain compliance with IRC 




section 42. This period begins with first year credit period.

CREDIT PERIOD

This is a 10 year period which generally begins in the year a property is placed in service. 



A taxpayer may instead elect to begin the credit year following the one in which the 




building was placed in service. The HTC is claimed annually for this 10-year period.

ELIGIBLE BASIS

Eligible basis consists of (1) the cost of new construction, (2) the cost of rehabilitation, or 



(3) the cost of acquisitions of an existing building. Eligible basis includes only the 




adjusted basis of the building (including certain items of personal property and site 




improvements) and does not include the cost of land. Basis is generally determined at the 




time the building is placed in service.
EMPTY UNITS


HTC units that have never been occupied by a qualified household and are therefore not 




tax credit qualified.
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EQUITY


Funds provided by investors in a project represent equity. The amount of this investment 




is contingent upon the value attributed to the tax benefits generated by ownership in the 




project. Represents one of the basic financing layers in a project.

FLOOR SPACE


The proportion of low-income related floor space to all residential rental floor space 




(whether occupied or not) in the building.

8823



The document that is used to report findings of noncompliance to the IRS by the State 




Housing Agencies.

PLACED-IN-SERVICE

“Placed-in service” is defined in IRS Notice 88-116, 1988-2 C.B. 449, as being the date 




on which the first unit in the building is first certified as being suitable for occupancy 




under state or local law. For rehabilitations which qualify for treatment as a separate new 




building, the placed in service date would occur at the end of the 24-month period over 




which such expenditures are aggregated.
QUALIFIED ALLOCATION
The documented plan, developed by State Housing Agencies on an annual basis, which PLAN (QAP)


explains the method in which tax credits will be allocated for that year. Creation of and 




adherence to the QAP is a Section 42 IRS requirement and must contain certain 





provisions in accordance with the regulations. State agencies may also include their state 




specific regulatory requirements within the QAP.

QUALIFIED BASIS

this is the figure which, when multiplied by the applicable percentage, equals the low-




income housing credit. Qualified basis equals product of the applicable fraction and the 




eligible basis. HTC = Qualified Basis x Applicable Percentage; 






Qualified Basis = Applicable Fraction x Eligible Basis

RECAPTURE


Recapture refers to an adjustment in which the accelerated portion of the credit, plus 




interest, is recovered as a result of reductions in qualified basis (including but not limited 




to the partial or full dispositions of the building or interest therein). If the qualified basis 




on which credit is taken decreases, recapture applies to that portion of the qualified basis 




that is no longer eligible for the credit. If the project ceases to meet the minimum set-




aside requirement, the project no longer qualifies as a low-income housing project until 




the minimum set-aside is again met, and recapture is applied to all credits previously 




taken on the entire project.
SYNDICATOR


This is an agent involved in the sale of a project. Expenses related to the sale, (soft costs), 



are not depreciable and therefore not included in the project’s eligible basis.

TENANT SELECTION

A set standards, or criteria, by which applicants are measures to determine eligibility fro POLICY


occupancy at rental properties.

VACANT UNITS

HTC units that are unoccupied, but have been previously occupied by qualified 





households and are therefore still considered tax credit qualified as long as reasonable 




attempts are mad to re-rent them to qualified tenants.
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[image: image1.wmf]Example:
Certificate of Deposits
Gladys Foster puts $5,000 in a certificate of deposit. The C.D. earns interest at a rate of 4.25%. 

Market Value
$5,000 x 4.25% = $212.50
On the TIC the asset would be $5,000 and income from asset would be $212.50
[image: image2.wmf]Example: Cash Value of Real Estate

Pam Adams owns a home that is currently assessed at $50,000. When verifying the asset, the manager determined that the Fair Market Value was 80% pf the assed value. The manager also verified that the average closing costs in the area were 10% including broker’s fees and that Mrs. Adams had a $23,000 mortgage balance remaining on the home.

$50,000 ÷ 80% = $62, 500 = Fair Market Value

$62,500 – ($6,250) 10% - $23,000 = $33,250 = Cash Value of Home

On TIC the asset would be $33,250.

NOTE:
The formula for calculating the cash value of a piece of real estate is:


Market Value – Outstanding Mortgage Balance = Owner’s Equity in the property


Owner’s Equity in the property – Estimated Costs to Sell Property = Cash Value of the property

NOTE: If you cannot get the outstanding mortgage balance it is always best to take the Market value of the real estates which you will see on the tax appraisal. 
On the TIC the asset would be $62,500. 
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[image: image3.wmf]Example:
Working with Stocks

Scott Ogburn holds 1000 shares of ABC Corporation stock. The current price per share is $54.50 and the current dividend per share is $5. Scott has the dividends automatically rolled back into the principle amount of the account.

Calculating the Asset

Cash Value:
1000 shares x $ $54.50 = $54,500

Asset Income:
1000 shares x $5.00 = $5,000

On TIC the asset would be $54, 500 and the income from asset would be $5,000.

[image: image4.wmf]

Example:
Calculating Anticipated Annual Income

A teacher’s assistant works nine months annually and receives $1,300 per month. During the summer recess, the assistant works as a leasing agent for $600 per month.  Manager may calculate the income using either of the following two methods:

1.
Calculate annual income based on current income:
$1,300 x 12 months = $15,600

The manager would then conduct an interim recertification at the end of the school year to recalculate the family’s income during the summer months at reduced annualized amount of $7,200 ($600 x 12 months). The manager would conduct another interim recertification when the tenant returns to the nine-month job.

2.
Calculate annual income based on anticipated changes through the year:


$11,900

($1,300 x 9 months)


+ 1,800

($600 x 3 months)


$13,500

Using the second method, the manager would not conduct an interim re-examination at the end of the school year. In order to use this method effectively, history of income from all sources in prior years should be available.
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Example:
Anticipated Increase in Hourly Rate




July 1

Certification effective date




$7.50/hour
Current hourly rate




$8.00/hour
New rate to be effective August 15




(40 hours per week x 52 weeks = 2,080 hours per year)




July 1 through August 15 = 
6 weeks




6 weeks x 40 hours = 

240 hours




2,080 hours minus 240 hours = 
1,840




(check: 240 hours + 1,840 hours = 2,080 hours)




Annual Income is calculated as follows:




240 hours x $7.50 = 

$1,840




1,840 hours x $8.00 = 

$14,720




$1,840 + $14,750 = 

$16,520




(Annual Income


$16,520)

[image: image6.wmf]Examples – Regular Income Contributions
The father of a young single parent pays her monthly utility bills. On average he provides $100.00 each month. The $100 per month must be included in the family’s annual income. 
Income: $100.00 x 12 = $1,200.00

The daughter of an elderly tenant pays her mother’s $175 share of rent each month. The $175 value must be included in the tenant’s annual income.

Income: $175.00 x 12 = $2,100.00 
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 Example – Child Support Garnished from Wages
Mariah Hopson pays $500 per month in child support. It is garnished from his monthly wages of $2500. After the child support is deducted from his salary, he receives $2000. The owner must count $2500 as Mariah’s monthly income.

Income: $2,500.00 x 12 = $30, 000.00

[image: image8.wmf]  Example – Verification by Internet Printout
Howard Adams maintains a portfolio of stocks and bonds through an Internet-based stockbroker. The broker only provides electronic account statements and will not respond to a written verification request. The owner may accept a printout of Howard’s most recent statement if it includes the relevant information required for third-party verification and an Internet address and header or footer that identifies the company issuing the statement. If the owner has reason to question the authenticity of a document, the owner may require Howard to access the electronic file via the Internet in the owner’s office, without providing the owner username or password information.

[image: image9.wmf]Example:
Calculating Certificate of Deposits

Present Balance:
$20,000.00

Interest Rate:
5.25%

Present Balance:
$40,000.00

Interest Rate:
6.50%

Total Cash Value & Interest Rate:
$20,000.00 x 5.25% = $1,050.00






$40,000.00 x 6.50% = $2,600.00

On the TIC the asset’s would be $10,000 + $40,000 = $60,000 and income from asset would be $1,050 + $2,600 = $3,650

NOTE:  Verifications are to be third party except in special circumstances. Third party verifications must contain enough information for the manager to use in the qualification process.
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[image: image10.wmf]Example:  Calculating Income
Hourly Wages per Week: $8.00 hour x 40hrs x 52 = $16,640 or $8.00 x 2080 = $16,640

Bonus:

             $ 300 annually

Overtime & Rate:
   2 hours per week @ $12.00 hour 

Wages: 

$8.00 x 2080 = $16,640

Overtime: 
$12.00 x 2 x 52 = $1,248

Bonus:
              $300.00 annually 

Total Annual Income: $18,188.00

[image: image11.wmf] Example:  Calculating Income with Wage Increase

Hourly Rate:

$7.00 hour

Hours Per Week:
40

Raise Amount:

2 – 5%

$7.00 hour x 5% raise (highest)* = $.35

$7.00 + .35 = $7.35 (hourly rate)

$7.35 hour x 40 hours/weekly x 52 = $15,288.00

NOTE:  Use the most conservative approach, in this example the anticipated income was calculated using the highest expected increase throughout the entire twelve-month period.

a.
Gross Amount:  The gross amount of social security before any deductions for Medicare. Include payments received by adults on behalf of individuals under the age of 18 or by individuals under the age of 18 for their own support. Exclude amounts that are received on behalf of someone who does not reside with the family, as long as the amounts: 

*  are not intermingled with the family’s funds; and

*  are used solely to benefit the person who does not reside with the family

NOTE: The person must provide the Manager with an affidavit stating that the amounts are received on behalf of someone who does not reside with the family and meet the above.
b.
Gross Amount: Count the gross amount of annuities, pensions, retirement funds, whole life insurance (Cash Value and Interest) not Term Life Insurance, disability or death benefits. Count the gross amount received. 
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                                Example: Calculating Whole Life Insurance

Policy Face Amount:
$50,000

Surrender Cash Value:
$ 2,738.49 as of 4/01/2000

Interest Rate:

   6%

Total Cash Value & Interest Rate:
$2,738.49 x 6% = $164.31

On the TIC the asset would be $2,738.49 and the income from asset would be $164.31



NOTE:
  Ask for a copy of the insurance policy. They should receive an annual 



letter to update them about their policy and its values.

[image: image13.wmf]Example:  Calculating Checking Accounts

Current Balance:
$125.00

Average Balance:
$534.00

Interest Rate:

  1.75%

Total Cash Value & Interest Rate:
$534.00 x 1.75% = $9.35

On the TIC the asset would be $534.00 and the income from asset would be $9.35

[image: image14.wmf]Example:
Calculating Saving Accounts

Present Balance:
$10,000.00 

Annual Interest Rate:
   4.75%

Total Cash Value & Interest Rate:
$10,000.00 x 4.75% = $475.00

On the TIC the asset would be $10,000.00 and the income from asset would be $475.00
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Sample List of Records and Documents that the Manager and Staff May Ask Applicant to Bring to the Certification or Re-Certification Interview:

Note: Managers must attempt to collect third-party verifications where possible.The records and documents provided by the applicant could be used when third-party verification is not returned or obtainable.

Records of Earned Income

●    Paycheck stub (6 to 8 consecutive) 
●    W-2 forms

●    Income tax return – (state and /or federal)

●    Wage tax receipts

Records of Other Income

●    Pensions and annuities – latest check stub from issuing institution

●    Social security – current award letter

●    Unemployment compensation – determination letter Form 2000, Form UC 30, or latest check stub

●    SSI – awards letter

●    TANF – award letter, recent check stub

●    Worker’s compensation – Form DOL 203, recent check stub

●    Alimony – copy of court order or divorce decree
●    Child Support – copy of court order or divorce decree
●    Education scholarships/stipends – award letter

●    Trade union benefits – recent check stub

●    Other public assistance – award letter

●    Income from assets – credit union/bank/S&L statements, etc.

Asset Information

●    Bank Statements - six (6) consecutive months
●    Stock/bond certificates

●    Mortgage note

●    Income tax return

●    Certificates of deposit

Records of Family Circumstances/Family Composition/Allowances

●    Work permit

●    Statement of disability

●    Social Security record

●    Adoption papers

●    Income tax returns

●    Legal documents showing formal adoption being pursued

●    Birth certificates

●    Social security cards/alternative documents


