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CTCAC Basic Compliance 
Workshop

Rose Guerrero – Compliance Section Chief

rguerrero@treasurer.ca.gov

Shannon Nardinelli – Compliance Program Manager

snardinelli@treasurer.ca.gov

Role of the State Monitoring Agency

 Monitor LIHTC Properties for compliance to IRC 

Section 42

 Report incidents of noncompliance to the IRS on 

Form 8823

 Provide guidance, information, and training to 

the users of the LIHTC program
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Role of the State Monitoring Agency

 Keep up with changing regulations, program 

requirements, laws and industry discussions that 

affect LIHTC 

 Work in partnership with the owners and 

management agents who own and operate LIHTC 

properties

Key Terms

CTCAC Project Number 
• CA-XX-XXX or CA-12-105

• This number will identify the particular 
project on our database

Used on Form 8609 –IRS

Used on Form 8823 –IRS

• Used any time you contact CTCAC
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CTCAC Forms

 Tenant Income Certification (TIC)

Updated January 2017

 Tenant Household Information Form (THIF)

Updated January 2017

 Tenant Income Certification Questionnaire (TICQ)

 Verification of Employment (VOE)

 Zero Income Certification
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Zero Incom
e C

ertification

CTCAC Forms

 Under $5000 Asset Verification Form
 Updated January 2017

 Good Cause Eviction Lease Rider

 Project Status Report (PSR)
 Required prior to inspection

 Must be in the current Excel Format

 Live-in Aide Verification Form
 Updated January 2017
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Project Status Report (PSR
)

Live-In A
ide Verification Form
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CTCAC Forms

 Child/Spousal Support Affidavit

 Child/Spousal Support Verification

 Marital Separation Status Form

 Student Verification Form

 Single Parent Full-time Student Affidavit

 Foster Care Verification Form

 Resyndication Clarification Form

C
hild / Spousal Support 

A
ffidavit Form
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Resyndication C
larification 

Form

CTCAC Reporting Requirements

Annual Owner Certification (AOC)
Annual Reporting due in March

Certification

Project Ownership Profile (POP)
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Project O
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CTCAC Reporting Requirements

Annual Owner Expense Reporting 
(AOE)
Annual Reporting due in May

Operating Expense Report

Lender Profile
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CTCAC Reporting Requirements
 Tenant Demographic Data Reporting

 Annual Requirement 

 Submitted to HUD 

 2016 Annual Reporting due March 17th 2017
 For California - currently collected and reported by 

Spectrum Enterprises

 Software can be installed from Spectrum’s website:

 http://www.spectrumlihtc.com/states/california/

Compliance Due Diligence

Tax credits can be claimed if unit meets 
three basic requirements:
• Income Eligible
• Rent Restricted
• UPCS Standards

– Safe 
– Habitable
– Good Condition
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Compliance Due Diligence

Facts and Circumstances
CTCAC will determine if the 
owner/management performed sufficient due 
diligence with regards to the following:

 Documenting Income Eligibility

 Keeping Units Rent Restricted 

CTCAC Compliance Website:

www.treasurer.ca.gov/ctcac/compliance.asp

Online Compliance Manual

Policy Memos

Forms

2017 Monitoring List
Note: CTCAC cannot give advance notice of 

inspection dates

Compliance Due Diligence
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Eligibility Basics
The Tenant Application
 Detailed and Asks Appropriate Questions

 Household Members

 Income Sources

 Assets

 Employment

 Housing History

 Age (if Senior Complex)

 Should not accept if not complete

Eligibility Basics

Resident Selection Plan

Owner determines the plan
Are there certain populations being targeted?

 Is the property available to the general public?

Must meet Fair Housing Guidelines

Not CTCAC Monitored
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Eligibility Basics
Verification of Income and Assets:
• Third party verification

• Telephone clarifications for minor issues or items 
left blank

• Significant changes must be third party verified

• Don’t have ALL the info… 
• DON’T MOVE THEM IN!!

Eligibility Basics
Other Income Sources:
• Social Security and Supplemental Security

• Pensions and Annuities

• Gifts

• Zero Income Certification

• Payments from another Country
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Eligibility Basics
SSA/EDD/Payroll Debit Cards
• Issued by the source

• CTCAC will treat as Income 

• Verify the Source – Either 3rd Party or the 
Current Award Letter

• HUD guidance differs slightly. It is ok to follow 
HUD guidance and count it as both income and 
an asset if there is HUD funding in the property

Eligibility Basics
Required Income Documentation
Regular Income from Wages 

 VOE and 3 months of current pay-stubs
 Calculating income (3 methods)

Self Employment
 Tax Return and Schedule C
 4506-T if claiming no tax returns

 Profit/Loss Statement
 Statements from recurring clients
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Eligibility Basics
Cash Wages

 4506-T if claiming no tax returns
 Third party statement from the employer on 

company letterhead indicating tenant is paid in 
cash and also include tenant’s name, title and job 
duties. 

Day Labor 
 CTCAC Definition of Day Labor
 Self-Certification of Wages
 Previous History Research 

Eligibility Basics
Farm Labor and other Seasonal Labor

 Completed VOE showing lay-off period

 May use payroll printout instead of paystubs

 If receiving unemployment during lay-off  
period
 Calculate only the months expected to receive. Do 

not annualize.
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Calculating Income Exercise
Exercise # 1

2016 Income Limit for a 1 person household:

$30,200

Kimmie Johnson is applying to your property. She fills 
out the application and her consent forms.  Her 
employer completes the VOE, she gives you 3 months 
worth of current and consecutive paystubs, and 
completes all other required documentation. Use the 
following information to determine if she is income 
qualified at move-in.  

45

Calculating Income Exercise
Verification of Employment

 $14.50 an hour @ 40 hours a week. No overtime or shift 
differential.

Year to Date

 YTD on the VOE shows $9688.59 earned from 12/28/15 –
4/23/16

Paystubs

 Average hours on her paystubs show that she has been 
getting occasional overtime, but that she also does not 
always work 40 hours a week.

46
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Calculating Income Exercise

47

Paystub #1 – 40hrs  / no overtime
Paystub #2 – 40hrs / 1 hr overtime
Paystub #3 – 37.5hrs / 2.5 hrs overtime
Paystub #4 – 39hrs / no overtime
Paystub #5 – 40hrs / no overtime
Paystub #6 – 40 hrs / 1.25hrs overtime
Paystub #7 – 38hrs  / .75 overtime
Paystub #8 – 38.5hrs / 1hr overtime
Paystub #9 – 40hrs / no overtime
Paystub #10 – 39hrs / 1 hr overtime
Paystub #11 – 40hrs / no overtime
Paystub #12 – 37.5 hrs / 1.5 hrs overtime

Exercise #1 Answer
 Verification of Employment

 14.50 an hour x 40 hours x 52 weeks = $30,160

 YTD Calculation

 Pay period ending 4/23/15 =  117 days (4 days in 2014/113 in 2015) 

 117 days / 7 = 16.71 weeks

 $9,688.59 / 16.71 = $579.81

 $579.81 x 52 = $30,150.12

 Paystub Calculation
 Regular – 40+40+37.5+39+40+40+38+38.5+40+39+40+37.5 = 469.5

 469.5/12 stubs = 39.125 average hours per pay period

 $14.50 x 39.125 x 52 = $29,500.25

 Overtime – 1+2.5+1.25+.75+1+1+1.5 = 9

 9/12 stubs = .75 average hours per pay period

 $21.75 x .75 x 52 = $848.25

 Total Paystub - $29,500.25 + $848.25 = $30,348.50 48
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What is the Gross Rent?
 Gross Rent is the maximum rent that can be charged to a 

unit

 Gross Rent includes the tenant paid portion, utility 
allowance, and any mandatory or required fees

 For IRS purposes

 Maximum gross rent will be at either the 60% level for 40/60 
properties or at 50% for 20/50 properties

 Units that have additional State deeper targeting but also meet the 
requirements as stated in the Regulatory Agreement for the property

 It is not a Federal (IRS) issue if the Deeper Targeting is not being met.

 Deeper Targeting that is not met may result in Negative Points to the 
owner and/or management company or a monetary fine to the owner

How Do You Know the Gross Rent?
 Gross Rent is based on the greater of either the Gross Rent 

Floor Election (GRFE) at application or the current maximum 
rent limit as released by HUD

 The GRFE is a protection against a decrease in rents from the 
time the owner came in for credits and the time the property 
places in service

 The GRFE defaults to Carryover for 9% properties or Preliminary 
Reservation for 4% properties

 Owners of 9% properties may elect to set the GRFE at PIS instead of 
Carryover

 GRFE is Held Harmless at the highest point it has achieved
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Utility Allowances
Rural Housing Service – RHS

HUD

Local PHA

Local Utility Company Estimate

Utility Allowances
 HUD Utility Model

 Energy Consumption Model – CA Utility Allowance 

Calculator (CUAC)

 Agency Estimate

 Not Available in California
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 Prepared by the Allocating Agency

 Required by IRS for all projects allocated 
credits after 1990

 Covers the entire 15 year federal compliance 
period and extended use period

 Signed by owner and allocating agency

IRS Section 42 Rules – Regulatory Agreement

IRS Section 42 Rules – Regulatory Agreement

 Owner covenants to maintain property 
as a low-income housing project

 Recorded against Title

 Recorded in county where the project is 
located
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IRS Section 42 Rules – Regulatory Agreement

Know these Sections!!
 Section 4 – Federal Minimum 

Set-aside

 Exhibit A – Description of the 
Property and Project Size

 Appendix A – Income 
Targeting, Site and Service 
Amenities
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Reg Agreement - Exhibit A

Reg Agreement – Appendix A



30

59

Reg Agreement – Appendix A
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IRS Section 42 Rules – Vacant Units

The IRS permits credits on a vacant unit as  
long as:

Previously occupied by an income qualified 
household 

Turn-key ready for immediate occupancy
• CTCAC allows a 60 day grace period from date 

of vacancy before noting this as a 
noncompliance issue, please note the IRS 
considers a 2 week period sufficient

IRS Section 42 Rules – Vacant Units

CTCAC Requires 3 methods of Advertising:
Newspaper

Internet

Signage

Reported to the IRS if vacant more than 60 
days:
Unit not being advertised

Not Turn Key Ready

Waiting for a referral from an Agency
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IRS Section 42 Rules – Changing 
Household Size
 Circumstances may arise where a tenant wants to add 

additional members to the household

 CTCAC strongly suggests not permitting any change in 
household the first year of the credit period.
 Check with the owner and Investor prior to making changes 

to household size during the first year of the credit period

 Most investors will want assurance that if there is an increase 
in household size the units will be tax credit eligible

IRS Section 42 Rules – Changing 
Household Size
 Have clear criteria that states:

 If adding members to household will put the household over 
the limit for household size - the change will not be 
permitted

Mixed-use tax credit project –

Recalculate income to verify:
additional household member will not put the household 

over either income limit or over 140% of AMI 
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IRS Section 42 Rules – Totem Pole Rule
 As long as at least one original household member remains in 

the unit, that unit continues to maintain its eligibility 

 Additional household members may be added 

 Household members that were minors at initial move-in still qualify as 
an original household member even though they didn’t sign paperwork

 For mixed-income properties that means the household must remain 
under 140% or the Next Available Unit rule applies

 If at any time no original members are in the unit, the unit 
must now income qualify at the current limits with the 
existing household members

IRS Section 42 Rules – Transfers
 Know the 8609 Part II Line 8b election

 If yes, tenants can transfer throughout the property

 If no, tenants can transfer within the same building, 
but cannot transfer directly to another building on the 
property.
 Treated like a move-out / new move-in

 Tenants would have to re-income qualify at the current limits 
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IRS Section 42 Rules – Manager’s Unit
 Unit that is included in eligible basis as Common Space

 Used for the needs of the property

 On-Site Manager

 Maintenance

 Police Unit (must have prior CTCAC approval)

 The IRS has clarified that rent and utilities may be charged on a 
Manager’s unit

 Employee(s) living in the unit must be working primarily at the 
property they are living at

IRS Section 42 Rules – Common Areas
 Common Areas include

 Community Room

 Pool / Gym

 Computer Room 

 Common Areas should be available for use by the 
tenants and the tenants should have access to the 
areas
 Management cannot charge for the use of common areas

 Hours of use may be set by management

 Be reasonable!
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IRS Section 42 Rules – General

 Section 42 is silent on the requirement for SSN# and 

Citizenship

 CTCAC is not authorized to use the HUD Enterprise 

Information Verification (EIV) System

 Households that are comprised of entirely of full-time 

students are subject to additional rules

Student Rules
Who is a Student?

• IRS defines a student as an individual, who 
during each of 5 calendar months during 
the calendar year is a full-time student at 
an educational organization defined by IRC 
170 (b)(1)(A)(ii)

• Months need not be consecutive

• Full-time or part-time is determined by the 
educational institution the student is 
attending
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Student Rules
What is an Education Organization?

• Any organization that maintains a regular 
facility, faculty, and curriculum that 
normally has an enrolled body of students in 
attendance

• Definition includes elementary, junior and 
senior high schools, colleges, universities, 
technical, trade, or mechanical schools.

Student Rules
Full-time Student Households must meet one of 
5 IRS exceptions:

1. Any member(s) of the household is married 
and is filing (or is entitled to file) a joint 
tax return

2. Be receiving assistance under Title IV of 
the Social Security Act (AFDC, Cal WORKS, 
or TANF not SSA/SSI) 
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Student Rules
3. Have recently exited the Foster Care System

• CTCAC restricts to ages 18-24

4. Be enrolled in a job training program under the 
JTPA or WIA or under another similar Federal, State 
or local law 

5. Be a single parent with a child (or children) and 
neither the parent or children are claimed as a 
dependent on a third 

parties tax return
• Single Parent Full-time Student Status Form

Student Rule Examples
Jan started her last semester at CSU Chico in January 
of 2016 and graduated in June. She was a full time 
student all through her college years but now she is no 
longer going to school and she is working full-time. She 
is applying at your property in September of 2016. Do 
you need to worry about her student status since she 
graduated?

 Yes. The IRS classifies full-time student status as any 
time in a calendar year. Jan would need to meet one 
of the 5 IRS exceptions or wait until 2017 to move-
in.    

74
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Student Rule Examples
Kevin and David are both full-time medical students 
going to school at UC Davis. Both are married to 
spouses living in other states. Their spouses will not 
be living in the units but their income will be added 
to the total household income, since spouses are 
legally obligated for support. Even with the added 
income, they income qualify for a two-bedroom 
unit. Do they meet one of the 5 IRS exceptions?

 Yes. The IRS exception is any member of the household 
is married and filing or is entitled to file a joint tax 
return. It does not state household members need to 
be married to each other. 75

Student Rule Examples
Kathy is 22 and working towards her Bachelors 
Degree in Mechanical Engineering at University of 
Phoenix. She has been going to school full-time 
and she gets $1000 a month from her mother, 
who is not living in the unit. Kathy has a daughter 
named Mary who is in the 1st grade. Does this 
household meet one of the 5 IRS exceptions?

 Not Necessarily. The IRS exception is single parent 
with a dependent child and neither are dependent 
on a third party’s tax return. In this instance Kathy 
may still of a dependent of her mother, even though 
the mother is not residing in the unit. 76
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Financial Aid
• Only counted if the household is receiving 

Section 8 Assistance

• Aid in excess of tuition (scholarships, grants, etc. 
but not loans) must be added to the households 
income unless one of two exceptions are met:

1. Living at home with his/her parents or 
guardian

2. Over age 23 with a dependent child

Student Income
For households where the Student is over 18 and has 
wages from a job - Only count $480 of the student’s 
income

1. Student cannot be the Head, Co-head, or 
Spouse 

2. Must be living in the unit and claimed as a 
dependent on the HOH, Co-Head, or Spouse’s 
tax return

1. Tax Return must be in the file

2. Applies to full-time students
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Student Income

• If not a dependent of HOH, Co-Head or 
Spouse, full income from wages must be 
counted.

• For part-time students – full income 
from wages must be counted.

UPCS
Basic Physical Inspection Protocols

• 24 hour notice
• Keys
• Water Heater Closets / Boiler 

Rooms
• Smoke Detectors
• Pool

Compliance Manual
• Section 7 – Part 720 Physical 

Inspection Checklist
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UPCS
Physical Inspection 

• HUD’s UPCS Standards
• Exterior

• ADA Accessibility to Common Areas
• Visual Inspection of Building/Roof 
• Landscaping/Standing Water
• Trip Hazards
• Parking Structures

UPCS
Physical Inspection 

• HUD’s UPCS Standard
• Interior

• Smoke Detectors

• Functioning Appliances
• Water Heater/HVAC Closets
• Blocked Ingress/Egress
• Holes/Leaks
• Trip Hazards
• Carbon Monoxide Detector
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UPCS
Interior Corridor Emergency 
Lighting
• CTCAC will check all emergency lighting 

to verify back-up battery systems are 
operating correctly

• If 20% of the units tested are 
inoperable it is an automatic 8823

Fire Alarm Systems
• Maintenance/service logs are required 

for all properties with a centralized Fire 
Alarm system

UPCS
Results of Physical Inspections

• Attention to:
 No operational smoke detector
 Exposed electrical wiring
 Deficiencies that could cause immediate 

injury

• Requirements before leaving the 
property:
Copy of signed and dated work orders for 

those items that require immediate attention
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CTCAC Findings Letter
Two Types of Letters

• Good 

No file or physical issues

• Noncompliance 

One or more file or physical 
issues

30 day turnaround timeframe

Detailed list of 
noncompliance issues for 
file, physical, and amenities

CTCAC Findings Letter
States the Correction 

Period and the Owner’s 
Response due date.
• Extensions

Analyst’s Contact 
information

Sent to Owner and 
Management Contact on 
File
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Owner / Management Response Letter
Preferred Response Layout:

• Cover letter with non-compliance issues and brief 
summary of response

• Documentation requested to correct file non-
compliance

• Work orders requested to correct physical non-
compliance
 Signed and dated by both tenant and maintenance.

• Documentation requested to correct other issues

Owner / Management Response Letter

Documentation must
be mailed to the 

Analyst in charge of 
the inspection not 

e-mailed.
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Tenant Relations 
 Per IRS - TCAC’s Monitoring begins after the last 

building in a project has placed in service

 Monitoring responsibilities are to audit:  
• the owner’s tenant files, 

• utility allowance records, 

• rent records, 

• physical inspections of units, buildings and grounds

Tenant Relations 
Standards must not violate California 
Tenant/Landlord Law

 www.dca.ca.gov/publications/landlordbook/catenant.pdf

Each LIHTC project must have an office, adequate 
office hours and sufficient staff to handle the 
tenant needs and adequately operate the day to 
day responsibilities of the project
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Tenant Relations 
Owner or agent must be very knowledgeable of 
how the LIHTC program works and should be tax 
credit certified 

• This allows for ability to explain to tenants the 
basic program rules and answer their questions 
and concerns

Tenant Relations 
 On average CTCAC receives over 40 tenant 

complaints per week, 
Over 2000 complaints per year!!!

 Complaints come in form of emails, 
correspondence, phone calls and in person

 The State Agency acknowledges that there 
is always 2 sides to a story and we are only 
hearing one side
• However as a state agency responsible for the 

administration of the LIHTC program we must 
respond to each and every complaint from any 
tenant living in a tax credit unit
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Tenant Relations 
One of the main complaints is confusion over the 
concept of a project’s deeper targeting criteria

• Tenants, especially elderly tenants do not 
understand why they cannot have a 35% ami 
rent, like their neighbor

• Or they confuse the LIHTC program with the 
Section 8 program and think they should only be 
paying 30% of their income towards rent

Tenant Relations 
A second major complaint is not being treated fairly, 
kindly, or respectfully by on-site management staff 
including:

• On-site management staff have favorites who 
they allow to break rules

• On-site management staff are never in the office 
and office remains closed during posted office 
hours
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Tenant Relations 
Other common concerns:
• Claims that on-site management staff are 

committing fraud – asking for or taking kick-
backs to move people to different unit, up on 
wait list, or to add a household member to unit

• Claims that tenants are asked to sign blank forms 
and back date tax credit paperwork

• Claims that management is refusing to give the 
tenant copies of the paperwork they signed

Tenant Relations

• Claims that tenants are asked to leave off a 
job because they earn too much and won’t 
income qualify

• Claims that management is renting out 
community room to outside organizations 
and tenants cannot use facilities

• Claims that work orders are not being 
handled timely
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Tenant Relations 
Suggestions for Maintaining Good Tenant 
Relations:

• CTCAC highly recommends hiring only on-site staff 
that are Section 42 tax credit certified

• Can easily explain how the LIHTC program rules 
work 

• Ensure that on-site staff are also trained and 
certified on Fair Housing Law 

Tenant Relations 

• Conduct your own yearly in-house training 
in small groups or large groups

• Ensure that on-site staff possess good 
people skills, if they don’t like working with 
a variety of people they are not going to 
handle their job very well 
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Tenant Relations
Our Staff sees over 1000 projects a year

We find that the majority of management staff 
working at LIHTC projects are hard working, diligent 
and professional both the on-site office staff and 
maintenance personnel

We commend you for the hard work that goes into 
managing a LIHTC property that is renting to only 
income qualified households, charging the correct 
tax credit rents and maintaining the property and 
units so they are safe, habitable and in good repair 

Questions?


