
 

  

 

 

 

 

 

 

 

 

 

Rev. Proc. 94-65, 1994-2 CB 798--IRC Sec(s). 42 

October 11, 1994 

1. Purpose 

This revenue procedure informs housing credit agencies (Agency) and owners of 
qualified low-income housing projects (owners) when a signed, sworn statement by a 
low-income tenant will satisfy the documentation requirement of section 1.42
5(b)(1)(vii) of the Income Tax Regulations. 

2. Background 

Section 1.42-5 provides the minimum requirements that an Agency's compliance 
monitoring procedure must contain to satisfy its compliance monitoring duties under 
section 42(m)(1)(B)(iii). Section 1.42-5(b)(1)(vi) provides that an Agency must 
require an owner to keep records for each qualified low-income building in the 
project that show for each year in the compliance period the annual income 
certifications of each low-income tenant per unit. Section 1.42- 5(b)(1)(vii) provides 
that an Agency must require an owner to keep documents for each qualified low-
income building in its project for each year in the compliance period that support 
each low-income tenant's income certification. The term "low-income tenant" refers 
to the individuals occupying a rent-restricted unit in a qualified low- income housing 
project whose annual income satisfies the section 42(g)(1) income limitation elected 
by the owner of the project. Examples of the documentation required under section 
1.42- 5(b)(1)(vii) include a copy of the tenant's federal income tax return, Forms W
2, or verifications of income from third parties such as employers or state agencies 
paying unemployment compensation. A verification of income from a third party is 
referred to as a "third party verification." 

The Internal Revenue Service has determined that an owner may satisfy the 
documentation requirement of section 1.42-5(b)(1)(vii) for a low-income tenant's 
income from assets by obtaining a signed, sworn statement from the tenant or 
prospective tenant if (1) the tenant's or prospective tenant's Net Family assets do 
not exceed $5,000, and (2) the tenant or prospective tenant provides a signed, 
sworn statement to this effect to the building owner. See H.R. Conf. Rep. No. 213, 
103d Cong., 1st Sess. 544 (1993). 

3. Scope 

This revenue procedure applies to Agencies and owners of qualified low-income 
housing projects. 

4. Procedure 

.01 To determine a tenant's Net Family assets, owners and Agencies must use the 
definition of "Net Family assets" in 24 CFR 813.102, which provides definitions for 
the H.U.D. section 8 program. 

.02 Except as provided in sections 4.03 and 4.04 of this revenue procedure, an 
Agency's monitoring procedure may provide that an owner may satisfy the 



 

 

 

 

 
 

 
 

 

documentation requirement for income from assets in section 1.42-5(b)(1)(vii) for a 
low-income tenant whose Net Family assets do not exceed $5,000 by annually 
obtaining a signed, sworn statement that includes the following: 

(1) That the tenant's Net Family assets do not exceed 
$5,000, and 

(2) The tenant's annual income from Net Family assets. 

.03 An Agency's monitoring procedure, however, may not permit an owner to rely on 
a low-income tenant's signed, sworn statement of annual income from assets if a 
reasonable person in the owner's position would conclude that the tenant's income is 
higher than the tenant's represented annual income. In this case, the owner must 
obtain other documentation of the low-income tenant's annual income from assets to 
satisfy the documentation requirement in section 1.42- 5(b)(1)(vii). 
.04 An Agency's monitoring procedure may continue to require that an owner obtain 
documentation, other than the statement described in section 4.02 of this revenue 
procedure, to support a low-income tenant's annual certification of income from 
assets. 
5. Effective Date 
This revenue procedure is effective October 11, 1994. 
Drafting Information 
The principal author of this revenue procedure is Jeffrey A. Erickson of the Office of 
the Assistant Chief Counsel (Passthroughs and Special Industries). For further 
information regarding this revenue procedure, contact Mr. Erickson at (202) 622
3040 (not a toll-free call). 


