Chapter 6.A.

INCOME AND SUBSIDY DETERMINATIONS
[24 CFR Part 5, Subparts E and F; 24 CFR 982]

INTRODUCTION

This chapter is applicable prior to the PHA’'s HOTMBA2/104 compliance date. After this date,
the PHA will follow policies as outlined in Chapt®B. of the model policy.

The program regulations in the current Code of Feddeegulations (CFRs) were updated for
HOTMA on January 1, 2024. As a result, pre-HOTMgulations from 2023 are no longer
available on the electronic CFRs. However, sindeHOTMA implementation is still pending,

the pre-HOTMA regulations continue to apply to scgtements of the program, and this chapter
makes references to both pre-HOTMA and HOTMA retjoites where applicable. Where
HOTMA regulations apply, citations in this chaptewe been provided indicating that current
HOTMA CFRs are applicable. For all other citatiothee pre-HOTMA CFRs apply. The federal
government archives previous versions of the CRR8,PHAs may access them here:
https://www.govinfo.gov/app/collection/cfr/2023/tite24.

A family’s income determines eligibility for assasice and is also used to calculate the family’s
payment and the PHA'’s subsidy. The PHA will usepgbkcies and methods described in this
chapter to ensure that only eligible families reeassistance and that no family pays more or
less than its obligation under the regulationssTmapter describes HUD regulations and PHA
policies related to these topics in three partolwvs:

» Part I: Annual Income. HUD regulations specify soeirces of income to include and
exclude to arrive at a family’s annual income. hesquirements and PHA policies for
calculating annual income are found in Part I.

» Part Il: Adjusted Income. Once annual income hanlestablished HUD regulations require
the PHA to subtract from annual income any of fivendatory deductions for which a
family qualifies. These requirements and PHA pebdior calculating adjusted income are
found in Part Il

» Part lll: Calculating Family Share and PHA Subsi@ligis part describes the statutory
formula for calculating total tenant payment (TT#g use of utility allowances, and the
methodology for determining PHA subsidy and reqlifismily payment.
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PART I: ANNUAL INCOME

6-1.A. OVERVIEW

5.609 Annual income.
(&) Annual income means all amounts, monetary grwiach:

(1) Go to, or on behalf of, the family head or sp@(even if temporarily absent) or to any oth
family member; or

D

(2) Are anticipated to be received from a sourasidae the family during the 12-month period
following admission or annual reexamination effeetdate; and

(3) Which are not specifically excluded in paradr@p.609(c)].

(4) Annual income also means amounts derived (duhie 12-month period) from assets to
which any member of the family has access.

In addition to this general definition, HUD regudats establish policies for treating specific
types of income and assets. The full texts of thpms@ons of the regulations are provided in
exhibits at the end of this chapter as follows:

* Annual Income Inclusions (Exhibit 6-1)

* Annual Income Exclusions (as updated for HOTMA etice PIH 2024-38) (Exhibit 6-2)
* Treatment of Family Assets (Exhibit 6-3)

* The Effect of Welfare Benefit Reduction (Exhibit-

Sections 6-1.B and 6-1.C discuss general requiresn@md methods for calculating annual
income. The rest of this section describes how saaice of income is treated for the purposes
of determining annual income. Verification requikamts for annual income are discussed in
Chapter 7.A.
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6-1.B. HOUSEHOLD COMPOSITION AND INCOME

Income received by all family members must be cedininless specifically excluded by the
regulations. It is the responsibility of the heddhousehold to report changes in family
composition. The rules on which sources of incomeecaunted vary somewhat by family
member. The chart below summarizes how family caitjpm affects income determinations.

Summary of Income Included and Excluded by Person

Live-in aides Income from all sources is excludedl CFR 5.609(b)(8)
as updated for HOTM].

Foster child or foster adult Income from all sogrieexcluded [24 CFR 5.609(b)(8)
as updated for HOTM].

Head, spouse, or cohead All sources of income not specifically excludedthg

Other adult family membe regulations are includ [24 CFR 5.609(a.

Minors Earned income of children under 18 yearag# is
excluded [24 CFR 5.609(b)(3) as updated for HOTMA.

All sources of income, except those specificallglesed
by the regulations, are includ

Full-time students 18 years of Earned income in excess of the dependent dedustion
age or older (not head, spouseexcluded [24 CFR 5.609(b)(14) as updated for HOTMA]

or cohead) All sources of income, except those specificallglesed

by the regulations, are includ
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Temporarily Absent Family Members

The income of family members approved to live ia timit will be counted, even if the family
member is temporarily absent from the unit [HCV GB5-18].

PHA Policy

Unless specifically excluded by the regulations,itttome of all family members
approved to live in the unit will be counted, evitine family member is temporarily
absent from the unit.

Generally, an individual who is or is expected ¢oabsent from the assisted unit for 180
consecutive days or less is considered temporab$gent and continues to be considered
a family member. Generally, an individual who igoexpected to be absent from the
assisted unit for more than 180 consecutive dagsnsidered permanently absent and no
longer a family member. Exceptions to this genpddicy are discussed below.

Absent Students

PHA Policy

When someone who has been considered a family mattbads school away from
home, the person will continue to be considereahaly member unless information
becomes available to the PHA indicating that tiieest has established a separate
household or the family declares that the studastdstablished a separate household.

Absences Due to Placement in Foster Care

Children temporarily absent from the home as alresplacement in foster care are considered
members of the family [24 CFR 5.403].
PHA Policy

If a child has been placed in foster care, the R¥Rverify with the appropriate agency
whether and when the child is expected to be retuita the home. Unless the agency
confirms that the child has been permanently remdrem the home, the child will
continue to be counted as a family member.

Absent Head, Spouse, or Cohead

PHA Policy

An employed head, spouse, or cohead absent froomihenore than 180 consecutive
days due to employment will continue to be congdex family member.
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Family Members Permanently Confined for Medical Reaons

If a family member is confined to a nursing homéiospital on a permanent basis, that person is
no longer considered a family member and the incohtleat person is not counted [HCV GB,
p. 5-22].

PHA Policy

The PHA will request verification from a responsilphedical professional and will use
this determination. If the responsible medical pssfonal cannot provide a
determination, the person generally will be consddgemporarily absent. The family
may present evidence that the family member isinedfon a permanent basis and
request that the person not be considered a fangiyber.

When an individual who has been counted as a famédgnber is determined
permanently absent, the family is eligible for thedical expense deduction only if the
remaining head, spouse, or cohead qualifies aklaryeperson or a person with
disabilities.

Joint Custody of Dependents

PHA Policy

Dependents that are subject to a joint custodyhgement will be considered a member
of the family, if they live with the applicant oagicipant family 50 percent or more of
the time.

When more than one applicant or participant fansilglaiming the same dependents as
family members, the family with primary custodytla¢ time of the initial examination or
reexamination will be able to claim the dependdntéiere is a dispute about which
family should claim them, the PHA will make the el@bination based on available
documents such as court orders, school records) tRS return showing which family
has claimed the child for income tax purposes.
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Caretakers for a Child

PHA Policy

The approval of a caretaker is at the owner and 'Bldi&scretion and subject to the owner
and PHA's screening criteria. If neither a paremt & designated guardian remains in a
household receiving HCV assistance, the PHA wiétthe following actions.

(1) If a responsible agency has determined thahan@adult is to be brought into the
assisted unit to care for a child for an indefimégiod, the designated caretaker will
not be considered a family member until a detertronaof custody or legal
guardianship is made.

(2) If a caretaker has assumed responsibility fohild without the involvement of a
responsible agency or formal assignment of custwdggal guardianship, the
caretaker will be treated as a visitor for 90 d@fter the 90 days has elapsed, the
caretaker will be considered a family member uniefsmation is provided that
would confirm that the caretaker’s role is tempgram such cases the PHA will
extend the caretaker’s status as an eligible visito

(3) At any time that custody or guardianship leghaks been awarded to a caretaker, the
housing choice voucher will be transferred to theetaker.

(4) During any period that a caretaker is considereisitor, the income of the caretaker
is not counted in annual income and the caretaies dot qualify the family for any
deductions from income.
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6-1.C. ANTICIPATING ANNUAL INCOME

The PHA is required to count all income “anticifghte be received from a source outside the
family during the 12-month period following admissior annual reexamination effective date”
[24 CFR 5.609(a)(2)]. Policies related to antidipgtannual income are provided below.

Basis of Annual Income Projection

The PHA generally will use current circumstanceddtermine anticipated income for the
coming 12-month period. HUD authorizes the PHA4e ather than current circumstances to
anticipate income when:

* Animminent change in circumstances is expectedKBB, p. 5-17]

* Itis not feasible to anticipate a level of incoower a 12-month period (e.g., seasonal or
cyclic income) [24 CFR 5.609(d)]

* The PHA believes that past income is the best abiailindicator of expected future income
[24 CFR 5.609(d)]

PHAs are required to use HUD’s Enterprise Incomafiation (EIV) system in its entirety as a
third-party source to verify employment and incamfermation, and to reduce administrative
subsidy payment errors in accordance with HUD adstrative guidance [24 CFR 5.233(a)(2)].

HUD allows PHASs to use tenant-provided documendy Gubs) dated within 120 days of the
date received by the PHA to project income once @dta has been received in such cases
where the family does not dispute the EIV emplaeta and where the PHA does not determine
it is necessary to obtain additional third-partyaddhe PHA may also accept a statement dated
within the appropriate benefit year for fixed ina®sources.

PHA Policy

When EIV is obtained and the family does not disgbe EIV employer data, the PHA
will use current tenant-provided documents to mroganual income. When the tenant-
provided documents are pay stubs, the PHA will melery effort to obtain at least 2
current and consecutive pay stubs dated withirastel 20 days.

The PHA will obtain written and/or oral third-panggrification in accordance with the
verification requirements and policy in Chaptenihe following cases:

If EIV or other UIV data is not available,
If the family disputes the accuracy of the EIV eaydr data, and/or
If the PHA determines additional information is ded.

In such cases, the PHA will review and analyzeenirdata to anticipate annual income.
In all cases, a clear audit trail will be left ashow the PHA annualized projected
income.
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When the PHA cannot readily anticipate income bagxxh current circumstances (e.g.,
in the case of seasonal employment, unstable wgptkiirs, or suspected fraud), the
PHA will review and analyze historical data forgeans of employment, paid benefits,
and receipt of other income and use the resulisi®@fnalysis to establish annual income.

Any time current circumstances are not used toept@nnual income, a clear rationale
for the decision will be documented in the file.alhsuch cases the family may present
information and documentation to the PHA to show wie historic pattern does not
represent the family’s anticipated income.

Known Changesin Income

If the PHA verifies an upcoming increase or deadasncome, annual income will be
calculated by applying each income amount to thpeapiate part of the 12-month
period.

Example: An employer reports that a full-time employee wilas been receiving $8/hour
will begin to receive $8.25/hour in the eighth wesdter the effective date of the
reexamination. In such a case the PHA would calewanual income as follows:
($8/hour x 40 hours x 7 weeks) + ($8.25 x 40 houts weeks).

The family may present information that demonsgdbat implementing a change before
its effective date would create a hardship forfgmily. In such cases the PHA will
calculate annual income using current circumstaaoeshen require an interim
reexamination when the change actually occurs. fEggirement will be imposed even if
the PHA'’s policy on reexaminations does not requiterim reexaminations for other
types of changes.

When tenant-provided third-party documents are tgedhticipate annual income, they
will be dated within 120 days of the date receilsgdhe PHA. Statements dated within
the appropriate benefit year will be accepted ifaed income sources.

Projecting Income

In HUD’s EIV webcast of January 2008, HUD made clkbat PHAs are not to use EIV
guarterly wages to project annual income.
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6-1.D. EARNED INCOME
Types of Earned Income Included in Annual Income

Wages and Related Compensation [24 CFR 5.609(a); Notice PIH 2023-27,
Notice PIH 2024-38]

The earned income of each member of the family isli@ years of age or older, or who is the
head of household or spouse/cohead regardlesepisagcluded in annual income. Income
received as a day laborer or seasonal workerasiatsuded in annual income, even if the
source, date, or amount of the income varies [2R 6609 (b)(24) as updated for HOTMA].

Earned income means income or earnings from wages, tips, salastber employee
compensation, and net income from self-employnteatned income does not include any
pension or annuity, transfer payments (meaning eaysimade or income received in which no
goods or services are being paid for, such as meléacial security, and governmental subsidies
for certain benefits), or any cash or in-kind bé&sdP4 CFR 5.100 as updated for HOTMA].

A day laborer is defined as an individual hired and paid one atag time without an agreement
that the individual will be hired or work againtime future [24 CFR 5.603(b) as updated for
HOTMA]. Income earned as a day laborer is not aersid nonrecurring income.

A seasonal worker is defined as an individual who is hired into arshierm position (e.g., for
which the customary employment period for the pasits six months or fewer) and the
employment begins about the same time each yeehn é@isummer or winter). Typically, the
individual is hired to address seasonal demandsatise for the particular employer or industry
[24 CFR 5.603(b) as updated for HOTMA]. Some exawnof seasonal work include
employment limited to holidays or agricultural sees Seasonal work may include but is not
limited to employment as a lifeguard, ballpark venar snowplow driver [Notice PIH 2023-
27]. Income earned as a seasonal worker is notdemesl nonrecurring income.

PHA Policy

The PHA will include in annual income the gross amtobefore any payroll deductions,
of wages and salaries, overtime pay, commissi@es, tips and bonuses, and other
compensation.

For persons who regularly receive bonuses or cosiams, the PHA will verify and then
average amounts received for the two years pregetimission or reexamination. If

only a one-year history is available, the PHA wak the prior year amounts. In either
case the family may provide, and the PHA will calesj a credible justification for not
using this history to anticipate future bonusesamnmissions. If a new employee has not
yet received any bonuses or commissions, the PHIA@ant only the amount estimated
by the employer. The file will be documented appiaiply.

Some Types of Military Pay

All regular pay, special pay and allowances of anfoer of the Armed Forces are counted except
for the special pay to a family member servinghie Armed Forces who is exposed to hostile
fire [24 CFR 5.609(b)(11) as updated for HOTMA].
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Types of Earned Income_Not Counted in Annual Income
Earnings of a Minor [24 CFR 5.609(b)(3) as updated for HOTMA]

A minor is a member of the family, other than tleadh of household or spouse, who is under 18
years of age. Employment income earned by minamstigncluded in annual income. All other
sources of unearned income, except those spebyfesatiuded by the regulations, are included.

Earned Income of Full-Time Students [24 CFR 5.609(b)(14) as updated for HOTMA]

The earned income of a dependent full-time stugteexcess of the amount of the dependent
deduction is excluded from annual income. All sesrof unearned income, except those
specifically excluded by the regulations, are ideld.

A family member other than the head of householspbouse/cohead is considered a full-time
student if they are attending school or vocatidraahing on a full-time basis [24 CFR 5.603(b)].
Full-time status is defined by the educational @cational institution the student is attending
[New PH OCC GBLease Requirements, p. 5].

Income of a Live-in Aide

Income earned by a live-in aide, as defined inQER 5.403], is not included in annual income
[24 CFR 5.609(b)(8) as updated for HOTMA ]. (Semibllity chapter for a full discussion of
live-in aides.)
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6-1.E. EARNED INCOME DISALLOWANCE FOR PERSONS WITH DISABIL ITIES
[24 CFR 5.617; Streamlining Final Rule (SFR) FedelaRegister 3/8/16;
Notice PIH 2023-27]

HOTMA removed the statutory authority for the ElDhe EID is available only to families that
are eligible for and participating in the prograsncé December 31, 2023, or before; no new
families may be added on or after January 1, 2024family is receiving the EID prior to or on
the effective date of December 31, 2023, they atled to the full amount of the benefit for a
full 24-month period. The policies below are apalile only to such families. No family will

still be receiving the EID after December 31, 20PBe EID will sunset on January 1, 2026, and
the PHA policies below will no longer be applicabkeof that date or when the last qualifying
family exhausts their exclusion period, whichegesooner.

Calculation of the Disallowance

Calculation of the earned income disallowance foelégible member of a qualified family
begins with a comparison of the member’s currecime with their “baseline income.” The
family member’s baseline income is their income ieaimtely prior to qualifying for the EID.
The family member’s baseline income remains conskaoughout the period that they are
participating in the EID.

Calculation Method
I nitial 12-Month Exclusion

During the initial exclusion period of 12 consewatmonths, the full amount (100 percent) of
any increase in income attributable to new emplayroe increased earnings is excluded.

PHA Policy

The initial EID exclusion period will begin on tfiest of the month following the date an
eligible member of a qualified family is first enogked or first experiences an increase in
earnings.

Second 12-Month Exclusion

During the second exclusion period of 12 conseeutmonths, the PHA must exclude at least 50
percent of any increase in income attributablempleyment or increased earnings.

PHA Policy

During the second 12-month exclusion period, thé& RHI exclude 100 percent of any
increase in income attributable to new employmemareased earnings.

Lifetime Limitation

The EID has a two-year (24-month) lifetime maximurhe two-year eligibility period begins at
the same time that the initial exclusion periodibe@nd ends 24 months later. During the 24-
month period, an individual remains eligible foDE¢ven if they begin to receive assistance
from a different housing agency, move between puibusing and Section 8 assistance, or have
breaks in assistance. The EID will sunset on Jgnla2026. In no circumstances will a family
member’s exclusion period continue past Janua®p26.
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6-1.F. BUSINESS INCOME [24 CFR 5.609(b)(28) as updated faHOTMA;
Notice PIH 2023-27)]

Annual income includes “the net income from therapen of a business or professidiet
income is gross income minus business expenses thatsatlmbusiness to opera&.oss
income is all income amounts received into the busingssr to the deduction of business
expenses.

Expenditures for business expansion or amortizaifarapital indebtedness shall not be used as
deductions in determining net income. An allowaftcedepreciation of assets used in a business
or profession may be deducted, based on stramghdiepreciation, as provided in Internal
Revenue Service regulations. Any withdrawal of cashssets from the operation of a business
or profession will be included in income, excepthte extent the withdrawal is reimbursement of
cash or assets invested in the operation by thdyfam

PHA Policy

To determine business expenses that may be deduatedross income, the PHA will
use current applicable Internal Revenue Servic8)ales for determining allowable
business expenses [see IRS Publication 535], ualegsic is addressed by HUD
regulations or guidance as described below.

Independent Contractors

Income received as an independent contractor isded in annual income, even if the source,
date, or amount of the income varies [24 CFR 2(®)@24) as updated for HOTMA].

An independent contractor is defined as an individual who qualifies as afejpendent contractor
instead of an employee in accordance with the maldRevenue Code federal income tax
requirements and whose earnings are consequehilcsto the self-employment tax. In
general, an individual is an independent contra€tive payer has the right to control or direct
only the result of the work and not what will benécand how it will be done [24 CFR 5.603(b)
as updated for HOTMA]. This may include individualsch as third-party delivery and
transportation service providers and “gig workeiieg babysitters, landscapers, rideshare
drivers, and house cleaners. Income earned aslapendent contractor is not considered
nonrecurring income.

Business Expansion

HUD regulations do not permit the PHA to deductrirgross income expenses for business
expansion.

PHA Policy

Business expansion is defined as any capital expenditures made tanaddbusiness
activities, to expand current facilities, or to ogte the business in additional locations.
For example, purchase of a street sweeper by draotisn business for the purpose of
adding street cleaning to the services offerechbyblusiness would be considered a
business expansion. Similarly, the purchase obpgaty by a hair care business to open
at a second location would be considered a busegsmsion.
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Capital Indebtedness

HUD regulations do not permit the PHA to deductrirgross income the amortization of capital
indebtedness.

PHA Policy

Capital indebtedness is defined as the principal portion of the paymama capital asset
such as land, buildings, and machinery. This méaam®HA will allow as a business
expense interest, but not principal, paid on capitiebtedness.

Negative Business Income

If the net income from a business is negative, usirtess income will be included in annual
income; a negative amount will not be used to ok$keer family income.

Withdrawal of Cash or Assets from a Business

HUD regulations require the PHA to include in anrinaome the withdrawal of cash or assets
from the operation of a business or professionasiee withdrawal reimburses a family
member for cash or assets invested in the busiyege family.

PHA Policy

Acceptable investments in a business include azsfsland contributions of assets or
equipment. For example, if a member of an assist@iy provided an up-front loan of
$2,000 to help a business get started, the PHAntlicount as income any withdrawals
from the business up to the amount of this loail the loan has been repaid.
Investments do not include the value of labor abated to the business without
compensation.

Co-owned Businesses

PHA Policy

If a business is co-owned with someone outsiddaimdy, the family must document the
share of the business it owns. If the family’s shairthe income is lower than its share of
ownership, the family must document the reasonshimdifference.
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6-1.G. STUDENT FINANCIAL ASSISTANCE [24 CFR 5.609(b)(9)]
Introduction

The treatment of student financial assistance digpen the HUD program, student/household
characteristics, and the type of financial asst#aeceived by the student. For public housing
residents, all income received under Title IV of tHEA must be excluded from income. Other
student financial assistance may be included depgmmh the students actual covered costs to
For Section 8 programs, including HCV, however,deer 10 years HUD appropriations have
included a provision that for Section 8 student®ale age 23 and under and without dependent
children, any amounts received in excess of tuiind any other required fees and charges must
be considered income. Under HOTMA, HUD has intagaehis limitation to apply when the
student is the head of household or spouse, bwinen the student resides with their parents
[71 FR 18146].

For any funds from a year where HUD's appropriagioantinue to include this Section 8

student financial assistance limitation, if thedetot does not reside with their parents is the head
of household, cohead, or spouse, and is undemgiefa23 or without dependent children, then
both the assistance received under Title IV HEA atinér student financial assistance received
by the student is included as income to the exttattit exceeds the total of tuition and any other
required fees and charges.

In contrast, student financial assistance recebyed Section 8 student who is the head of
household, spouse, or cohead, and is over thef&gwith dependent children, or a student
who resides with their parents in a Section 8 usigjoverned by thelOTMA student rule, which
is described below.

During years in which an appropriations act dogscoatain this Section 8 student financial
assistance limitation (or any other such limita}jdhen the determination of student financial
assistance for all Section 8 students defaultseartethodology for public housing.

HOTMA Student Financial Assistance Requirements [2L£FR 5.609(b)(9)]

The regulations under HOTMA distinguish between tategories of student financial
assistance paid to both full-time and part-time&letis. The first category is any assistance to
students under section 479B of the Higher Educaiictrof 1965 (Title IV of the HEA) which
must be excluded from the family’s annual incom& CFR 5.609(b)(9)(i)]JExamples of
assistance under title IV of the HEA include:

* Federal Pell Grants;

* Teach Grants;

* Federal Work Study Programs;
» Federal Perkins Loans;

* Income earned in employment and training prograntkeusection 134 of the Workforce
Innovation and Opportunity Act (WIOA); or
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* Bureau of Indian Affairs/Education student assiségprograms
- The Higher Education Tribal Grant
- The Tribally Controlled Colleges or Universitiesa@t Program

The second category is any other grant-in-aid, lschloip, or other assistance amounts an
individual receives for the actual covered costergld by the institute of higher education (not
otherwise excluded by the Federally mandated incexakisions) [24 CFR 5.609(b)(9)(ii)].
Other student financial assistance received bgtingent that, either by itself or in combination
with HEA assistance, exceeds the actual coverad osicluded in income.

Actual covered costs are defined as the actual costs of:
* Tuition, books, and supplies;
- Including supplies and equipment to support stuglesth learning disabilities or other
disabilities
* Room and board; and
» Other fees required and charged to a student bgdheation institution.

For a student who is not the head of householgpause/cohead, actual covered costs also
include the reasonable and actual costs of howslmilg attending the institution of higher
education and not residing in an assisted unit.

Further, to qualify, other student financial assise must be expressly:

» For tuition, book, supplies, room and board, oeoflees required and charged to the student
by the educational institution;

* To assist a student with the costs of higher edutabr

» To assist a student who is not the head of houdar@dpouse with the reasonable and actual
costs of housing while attending the educationstitition and not residing in an assisted
unit.

The student financial assistance may be paid tirexthe student or to the educational
institution on the student’s behalf. However, atydent financial assistance paid to the student
must be verified by the PHA.

The financial assistance must be a grant or sctufareceived from:
* The Federal government;

» A state, tribal, or local government ;

* A private foundation registered as a nonprofit;

* A business entity (such as corporation, generahpeship, limited liability company, limited
partnership, joint venture, business trust, pultdinefit corporation, or nonprofit entity); or

* Aninstitution of higher education.
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Student financial assistance, does not include:

* Financial support provided to the student in threnfof a fee for services performed; (e.g., a
work study or teaching fellowship that is not ext#d under section 479B of the Higher
Education Act HEA);

* Gifts, including gifts from family or friends; or

* Any amount of the scholarship or grant that, eitheitself or in combination with assistance
excluded under the HEA, exceeds the actual covarsts of the student.

Calculating Income from Student Financial Assistane [HOTMA Student Financial
Assistance Resource Sheet; Notice PIH 2023-27]

There are two steps required as part of the cdloanléor Section 8 students. First, determine the
student’s relationship to the household, age, dmetier they have dependent children. Second,
calculate whether any excess student financiast@sgie should be included in the family’s
income.

If the student does not live with their parents enthe head of household, cohead, or spouse,
and is 23 or younger or does not have dependeldirehj then Title IV HEA assistance is
considered when determining the student’s totalrfoial aid amounSubtract the total tuition

plus required fees and charges from the total stutieancial assistance (Title IV HEA

assistance and any other student financial asssyalf the total tuition plus required fees and
charges is zero or exceeds the amount of totahd¢iabassistance from all sources, then no
student financial assistance is included in anmame. Any amount of student financial
assistance that exceeds the total tuition plusiredjfees and charges must be included in annual
income.

If the student either lives with their parents®over 23 with dependent children, then the
calculation will use the HOTMA methodology for calating financial assistance, which always
begins with deducting the assistance received uhd@B of the HEA from the total actual
covered costs, because the 479B assistance isi@itéa pay the student’s actual covered costs.
When a student receives assistance from both [Vitté the HEA and from other sources, the
assistance received under Title IV of the HEA nestipplied to the student’s actual covered
costs first and then other student financial assc# is applied to any remaining actual covered
costs. Once actual costs are covered, any remashilgignt financial assistance is considered
income.
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PHA Policy

If the student does not live with their parents enthhe head of household, cohead, or
spouse, and is 23 or younger or does not have depenhildren, then Title IV HEA
assistance will be considered when determiningthéent’s total financial assistance to
be included in annual income. The PHA will use BetPIH 2015-21 as a guide to
determine the total amount of the student’s tuipbus required fees and charges. The
PHA will subtract the total tuition plus requiregles and charges from the total student
financial assistance. If the result is zero or exlsethe amount of total financial
assistance from all sources, then no student fiahassistance will be included in annual
income. Any amount of student financial assistahe¢ exceeds the total tuition plus
required fees and charges will be included in ahimecame.

Example 1
e Tuition and required fees and charges: $20,000
» Title IV HEA assistance: $10,000
» Other student financial assistance: $15,000
» Total student financial assistance: $10,000 + $15;0$25,000

* Included income: $25,000 in financial assistan$20,000 tuition
and required fees = $5,000

If a student is head, spouse, or cohead, and is23/@ith dependent children or lives
with their parents, the following applies:

If a student only receives financial assistancesuidtle IV of the HEA and does not
receive any other student financial assistanceRH& will exclude the full amount of
the assistance received under Title IV from theiligsmannual income. The PHA will
not calculate actual covered costs in this case.
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If the student does not receive any assistancerunte IV of the HEA but does receive
assistance from another source, the PHA will fiedtulate the actual covered costs to
the student in accordance with 24 CFR 5.609(b){e PHA will then subtract the total
amount of the student’s financial assistance froenstudent’s actual covered costs. The
PHA will include any amount of financial assistameexcess of the student’s actual
covered costs in the family’s annual income.

Example 1
e Actual covered costs: $20,000
* Other student financial assistance: $25,000

* Excluded income: $20,000 ($25,000 in financialsaasce -
$20,000 in actual covered costs)

e Included income: $5,000

When a student receives assistance from both [Vittd the HEA and from other

sources, the PHA will first calculate the actuat@ed costs to the student in accordance
with 24 CFR 5.609(b)(ii). The assistance receiveden Title IV of the HEA will be
applied to the student’s actual covered costsdinst then the other student financial
assistance will be applied to any remaining actogkred costs.

If the amount of assistance excluded under Titl®fithe HEA equals or exceeds the
actual covered costs, none of the assistance iedludder other student financial
assistance” would be excluded from income.

Example 2
e Actual covered costs: $25,000
« Title IV HEA assistance: $26,000

« Title IV HEA assistance covers the students emnteial
covered costs.

» Other Student Financial Assistance: $5,000
» Excluded income: The entire Title IV HEA assistant&26,000
* Included income: All other financial assistances6f000
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If the amount of assistance excluded under Titl®ithe HEA is less than the actual
covered costs, the PHA will exclude the amounttbépstudent financial assistance up
to the amount of the remaining actual covered costs

Example 3
e Actual covered costs: $22,000
« Title IV HEA assistance: $15,000

* The remaining amount not covered by Title IV HEAiatance
is $7,000 ($22,000 in actual covered costs - $1biitle IV
HEA assistance).

» Other Student Financial Assistance: $5,000

e $7,000 in remaining actual covered costs - $5,008ther
financial assistance

* Excluded income: $15,000 entire amount of the TMI#EA
Assistance + $5,000 in other financial assistance

e Included income: $0

Example 4
e Actual covered costs: $18,000
« Title IV HEA Assistance: $15,000

* The remaining amount not covered by Title IV HEAiatance is
$3,000 ($18,000 in actual covered costs - $15,a00tle IV
HEA Assistance)

e Other student Financial Assistance: $5,000

* When other student financial assistance is appiiedncial
assistance exceeds actual covered costs by $Z8( D0 in actual
covered costs - $5,000 in other financial assiganc

* Included income: $2,000 (the amount by which thericial aid
exceeds the student's actual covered costs).

© Copyright 2025 Nan McKay & Associates, Inc. Page -18 KHA HCV Admin Plan 07/01/2025
Unlimited copies may be made for internal use.



6-1.H. PERIODIC PAYMENTS [Notice PIH 2023-27]
Periodic payments are forms of incomeeived on a regular basis.

Income that will not be repeated beyond the comgeay (i.e., the 12 months following the
effective date of the certification), based on infation provided by the family, is considered
nonrecurring income and is excluded from annuadnme. Income that has a discrete end date
and will not be repeated beyond the coming yearctuded from a family’s annual income
because it is nonrecurring income. For examplanaly receives income from a guaranteed
income program in their city that has a discretgifi@ing and end date. While the guaranteed
income will be repeated in the coming year, it witld before the family’s next annual
reexamination. This income is fully excluded frormaal income.

However, this does not include unemployment incame other types of periodic payments that
are received at regular intervals (such as weekbnthly, or yearly). Unemployment income
and other types of periodic payments are not censtinonrecurring income, unless explicitly
excluded from income under 25 CFR 5.609(b) as wubfsr HOTMA, and thus they are
included in annual income.

Insurance payments and settlements for persormabperty losses, including but not limited to
payments under health insurance, motor vehicleame, and workers’ compensation, are
excluded from annual income. Any workers’ compeinsat always excluded from annual
income, regardless of the frequency or length efitiyments.

Lump-Sum Payments for the Delayed Start of a Periad Payment [24 CFR 5.609(b)(16) as
updated for HOTMA]

Deferred periodic amounts from Supplemental Secimtome (SSI) and Social Security
benefits that are received in a lump sum amout prospective monthly amounts, or any
deferred Department of Veterans Affairs (VA) didigpibenefits that are received in a lump sum
amount or in prospective monthly amounts are exadudom annual income.

PHA Policy

The PHA will include in annual income lump sumseiged as a result of delays in
processing periodic payments (other than thosafggdly excluded by the regulation),
such as unemployment or welfare assistance.

When a delayed-start payment is received thatletimcluded and the family reports
this during the period in which the PHA is procagsan annual reexamination, the PHA
will adjust the family’s rent retroactively for theeriod the payment was intended to
cover.

If the delayed-start payment is received outsidiéeftime the PHA is processing an
annual reexamination, then the PHA will consideethler the amount meets the
threshold to conduct an interim reexaminationolftte PHA will conduct an interim in
accordance with PHA policies in Chapter 9. If ibe PHA will consider the amount
when processing the family’s next annual recesgtfan.
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Retirement Accounts [24 CFR 5.609(b)(26) as updatddr HOTMA; Notice PIH 2023-27]

Income received from any account under a retirerplamt recognized as such by the IRS,
including individual retirement arrangements (IRAesnployer retirement plans, and retirement
plans for self-employed individuals is not conseteactual income from assets.

However, any distribution of periodic payments freath accounts is included in annual income
at the time they are received by the family.

An asset moved to a retirement account held byralmee of the family is not considered to be
an asset disposed of for less than fair marketevalu

Social Security Benefits [Notice PIH 2023-27]

The PHA is required to use the gross benefit amtmioalculate annual income from Social
Security benefits.

Annually in October, the Social Security Adminisioa (SSA) announces the cost-of-living
adjustment (COLA) by which federal Social Secuatd SSI benefits are adjusted to reflect the
increase, if any, in the cost of living. The fed€&2®LA does not apply to state-paid disability
benefits. Effective the day after the SSA has anned the COLA, PHAs are required to factor
in the COLA when determining Social Security and &8ual income for all annual
reexaminations and interim reexaminations of fanmgome that have not yet been completed
and will be effective January 1 or later of the aqping year [Notice PIH 2023-27]. When a
family member’s benefits are garnished, leviedyidhheld to pay restitution, child support, tax
debt, student loan debt, or other debts, the PHAtmse the gross amount of the income, prior
to the reduction, to determine a family’s annuabime.

PHA Policy

Annual income includes “all amounts received,” i@ amount that a family may be
legally entitled to receive but which they do neteive. When the SSA overpays an
individual, resulting in a withholding or deductimom their benefit amount until the
overpayment is paid in full, the PHA must use tduced benefit amount after deducting
only the amount of the overpayment withholding frdra gross benefit amount.
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6-1.1. NONRECURRING INCOME [24 CFR 5.609(b)(24) asupdated for HOTMA and
Notice PIH 2023-27]

Nonrecurring income, which is income that will i@ repeated beyond the coming year (e.g.,
12 months following the effective date of the derdition) based on information provided by the
family, is excluded from annual income. The PHA naagept a self-certification from the
family stating that the income will not be repeaitethe coming year. See Chapter 7 for PHA
policies related to verification of nonrecurringame.

Income received as an independent contractor,atayrér, or seasonal worker is not excluded
from income as nonrecurring income, even if thes®udate, or amount of the income varies.

Income that has a discrete end date and will noepeated beyond the coming year during the
family’s upcoming annual reexamination period W excluded from a family’s annual income
as nonrecurring income. This exclusion does ndudeunemployment income and other types
of periodic payments that are received at regul@rvals (such as weekly, monthly, or yearly).

Income amounts excluded under this category mdydeg but are not limited to:

* Nonrecurring payments made to the family or toiatparty on behalf of the family to assist
with utilities;

» Payments for eviction prevention;

e Security deposits to secure housing;

» Payments for participation in research studieséddmg on the duration); and
* General one-time payments received by or on befhdtfe family.
Nonrecurring income that is excluded under the legguns includes:

* Payments from the U.S. Census Bureau for employinelating to decennial census or the
American Community Survey) lasting no longer th&0 #lays and not culminating in
permanent employment [24 CFR 5.609(b)(24)(i) asatgutifor HOTMA.

» Direct federal or state payments intended for ecoostimulus or recovery [24 CFR
5.609(b)(24)(ii) as updated for HOTMA.

* Amounts directly received by the family as a resf@istate refundable tax credits or state or
federal tax refunds at the time they are recei2dddFR 5.609(b)(24)(iii) and (iv) as updated
for HOTMA].

» Gifts for holidays, birthdays, or other significdifié¢ events or milestones (e.g., wedding
gifts, baby showers, anniversaries) [24 CFR 5.6024)(v) as updated for HOTMA].
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* Non-monetary, in-kind donations, such as food fthg, or toiletries, received from a food
bank or similar organization [24 CFR 5.609(b)(24)&s updated for HOTMA]. When
calculating annual income, PHAs are prohibited flelaigning monetary value to such non-
monetary in-kind donations received by the famiMp{ice PIH 2023-27]. Non-recurring,
non-monetary in-kind donations from friends andifgrare excluded as non-recurring
income. However, the value of regular in-kind domad (such as the value of groceries)
received by friends and family are included.

* Lump-sum additions to net family assets, includig not limited to lottery or other contest
winnings [24 CFR 5.609(b)(24)(vii) as updated faHMA].

6-1.J. STATE PAYMENTS TO ALLOW INDIVIDUALS WITH DISABILITI ES TO LIVE
AT HOME [24 CFR 5.609(b)(19)as updated for HOTMA]

Payments made by or authorized by a state Medaggdcy (including through a managed care
entity) or other state or federal agency to anstedifamily to enable a member of the assisted
family who has a disability to reside in the fanglassisted unit are excluded.

Authorized payments may include payments to a memwithe assisted family through state
Medicaid-managed care systems, other state agefexesal agencies, or other authorized
entities.

The payments must be received for caregiving sesvécfamily member provides to enable
another member of the assisted family who hasabdity to reside in the family’s assisted unit.
Payments to a family member for caregiving servioesomeone who is not a member of the
assisted family (such as for a relative that res&lsewhere) are not excluded from income.

Furthermore, if the agency is making payments &wegiving services to the family member for
an assisted family member and for a person outditlee assisted family, only the payments
attributable to the caregiving services for theegarer’s assisted family member would be
excluded from income.

6-1.K. CIVIL RIGHTS SETTLEMENTS [24 CFR 5.609(b)(25) as updated for HOTMA;
FR Notice 2/14/23]

Regardless of how the settlement or judgment igttred, civil rights settlements or judgments,
including settlements or judgments for back pag,excluded from annual income. This may
include amounts received because of litigationtbeoactions, such as conciliation agreements,
voluntary compliance agreements, consent ordensy édrms of settlement agreements, or
administrative or judicial orders under the Fainidimg Act, Title VI of the Civil Rights Act,
Section 504 of the Rehabilitation Act (Section 5@4& Americans with Disabilities Act, or any
other civil rights or fair housing statute or regument.

While these civil rights settlement or judgment aimis are excluded from income, the
settlement or judgment amounts will generally bented toward the family’s net family assets
(e.g., if the funds are deposited into the famigésings account or a revocable trust under the
control of the family or some other asset thatasaxcluded from the definition okt family
assets). Income generated on the settlement or judgmaouat after it has become a net family
asset is not excluded from income. For exampligffamily received a settlement or back pay
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and deposited the money in an interest-bearinghga\account, the interest from that account
would be income at the time the interest is reakive

Furthermore, if a civil rights settlement or judgmhencreases the family’s net family assets such
that they exceed the HUD-published threshold am{&6@,000 for 2024, and $51,600 for

2025), then income will be imputed on the net fgnagsets pursuant to 24 CFR 5.609(a)(2). If
the imputed income, which HUD considers unearnedrire, increases the family’s annual
adjusted income by 10 percent or more, then aninmteexamination of income will be required
unless the addition to the family’s net family dsseccurs within the last three months of the
family’s income certification period and the PHAawner chooses not to conduct the
examination.
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6-1.L. ADDITIONAL EXCLUSIONS FROM ANNUAL INCOME [24 CFR 5. 609(b) as
updated for HOTMA; FR Notice 1/31/2024]

Other exclusions contained in 24 CFR 5.609(b) akatgnl for HOTMA and FR Notice
1/31/2024 that have not been discussed earlidisrchapter include the following:

Payments received for the care of foster childreioster adults or state or tribal kinship or
guardianship care payments [24 CFR 5.609(b)(4 pdated for HOTMA].

Insurance payments and settlements for persormbperty losses, including but not limited
to payments through health insurance, motor velmslerance, and workers’ compensation
[24 CFR 5.609(b)(5) as updated for HOTMA]. Howevmriodic payments paid at regular
intervals (such as weekly, monthly, or yearly) &gperiod of greater than one year that are
received in lieu of wages are included in annuabme [Notice PIH 2023-27].

Amounts received by the family that are specificédlr, or in reimbursement of, the cost of
health and medical care expenses for any family beef24 CFR 5.609(b)(6) as updated for
HOTMA].

Any amounts recovered in any civil action or setiéat based on a claim of malpractice,
negligence, or other breach of duty owed to a famiémber arising out of law, that resulted
in a member of the family becoming disabled [24 G-809(b)(7) as updated for HOTMA].

Income and distributions from any Coverdell eduwwasavings account under Section 530 of
the Internal Revenue Code of 1986 or any qualifigton program under Section 529 of
such Code [24 CFR 5.609(b)(10) as updated for HOTMA

Income earned by government contributions to, asidilbutions from, “baby bond” accounts
created, authorized, or funded by federal, statiaal government [24 CFR 5.609(b)(10) as
updated for HOTMA.

The special pay to a family member serving in tmeéd Forces who is exposed to hostile
fire [24 CFR 5.609(b)(11) as updated for HOTMA].

Payments related to aid and attendance under 3&U1S21 to veterans in need of regular
aid and attendance [24 CFR 5.609(b)(17) as updatddOTMA]. This income exclusion
applies only to veterans in need of regular aid atehdance and not to other beneficiaries of
the payments, such as a surviving spouse [Notiee2BR3-27].

Loan proceeds (the net amount disbursed by a lénderon behalf of a borrower, under the
terms of a loan agreement) received by the family third party (e.g., proceeds received by
the family from a private loan to enable attendaaican educational institution or to finance
the purchase of a car) [24 CFR 5.609(b)(20) as tepdar HOTMA]. The loan borrower or
co-borrower must be a member of the family for thisme exclusion to be applicable
[Notice PIH 2023-27].
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» Payments received by tribal members as a resalaghs relating to the mismanagement of
assets held in trust by the United States, to xhenésuch payments are also excluded from
gross income under the Internal Revenue Code er &ederal law [24 CFR 5.609(b)(21) as
updated for HOTMA]. Generally, payments receivedrilyal members in excess of the first
$2,000 of per capita shares are included in a fésréinnual income for purposes of
determining eligibility. However, as explained imtite PIH 2023-27, payments made under
the Cobell Settlement, and certain per capita paysnender the recent Tribal Trust
Settlements, must be excluded from annual income.

* Replacement housing “gap” payments made in accoedaith 49 CFR Part 24 that offset
increased out of pocket costs of displaced perg@isnove from one federally subsidized
housing unit to another federally subsidized hogisinit. Such replacement housing “gap”
payments are not excluded from annual income ifribeeased cost of rent and utilities is
subsequently reduced or eliminated, and the displaerson retains or continues to receive
the replacement housing “gap” payments [24 CFREB(23) as updated for HOTMA].

* Income earned on amounts placed in a family’s Ra®dlf-Sufficiency account
[24 CFR 5.609(b)(27) as updated for HOTMA].

* Amounts received by participants in other publ&$gisted programs which are specifically
for or in reimbursement of out-of-pocket expensesiired (e.g., special equipment,
clothing, transportation, childcare, etc.) and wahace made solely to allow participation in a
specific program [24 CFR 5.609(c)(12)(ii) as upddtm HOTMA.

* Amounts received by a person with a disability @&t disregarded for a limited time for
purposes of Supplemental Security Income eligibdind benefits because they are set aside
for use under a Plan to Attain Self-Sufficiency &3 [(24 CFR 5.609(b)(12)(i) as updated
for HOTMA].

¢ Amounts received under a resident service stipemdonexceed $200 per month. A resident
service stipend is a modest amount received bgidewet for performing a service for the
PHA or owner, on a part-time basis, that enharfeegjtiality of life in the development
[24 CFR 5.600(b)(12)(iii) as updated for HOTMA.
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* Incremental earnings and benefits to any family tm@mesulting from participation in
qualifying training program funded by HUD or in difigng federal, state, tribal, or local
employment training programs (including traininggrams not affiliated with a local
government) and training of a family member asd&si management staff are excluded
from annual income. Amounts excluded by this priovisnust be received under
employment training programs with clearly definexlg and objectives and are excluded
only for the period during which the family memliparticipates in the training program
unless those amounts are excluded under 24 CFR()§9)(i)) [24 CFR 5.609(b)(12)(iv) as
updated for HOTMA].

PHA Policy

The PHA definegraining program as “a learning process with goals and objectives,
generally having a variety of components, and @lilace in a series of sessions
over a period of time. It is designed to lead togher level of proficiency, and it
enhances the individual’s ability to obtain empl&yrh It may have performance
standards to measure proficiency. Training mayuthelbut is not limited to: (1)
classroom training in a specific occupational sk) on-the-job training with wages
subsidized by the program, or (3) basic educatjerpired Notice PIH 98-2, p. 3].

The PHA definesncremental earnings and benefits as the difference between (1) the
total amount of welfare assistance and earningsfaiily member prior to
enrollment in a training program and (2) the tat@lount of welfare assistance

and earnings of the family member after enrolimernhe program [expired

Notice PIH 98-2, pp. 3-4].

In calculating the incremental difference, the PWil use as the pre-enrollment
income the total annualized amount of the familymher’s welfare assistance and
earnings reported on the family’s most recently pleted HUD-50058.

End of participation in a training program mustrbported in accordance with the
PHA'’s interim reporting requirements (see Chapjer 9

* Reparation payments paid by a foreign governmersyaunt to claims filed under the laws of
that government by persons who were persecutedgithie Nazi era [24 CFR 5.609(b)(13)
as updated for HOTMA].

* Adoption assistance payments for a child in exoésise amount of the dependent deduction
per adopted child [24 CFR 5.609(b)(15) as updatetHOTMA].

* Refunds or rebates on property taxes paid on thadlidg unit [24 CFR 5.609(b)(20) as
updated for HOTMA.
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Amounts that HUD is required by federal statutexolude from consideration as income for
purposes of determining eligibility or benefits ené category of assistance programs that
includes assistance under any program to whiclkexhrisions set forth in 24 CFR 5.609(b)
as updated for HOTMA apply. HUD will publish a nz#tiin theFederal Register to identify

the benefits that qualify for this exclusion. Upskatwill be published when necessary [24
CFR 5.609(b)(22) as updated for HOTMA].

HUD publishes an updated list of these exclusiarodically. The most recent list of
exclusions was published in tRederal Register on January 31, 2024. It includes:

(a) The value of the allotment provided to an eligibteisehold under the Food Stamp Act
of 1977 (7 U.S.C. 2017 (b)). This exclusion alsplegs to assets.

(b) Benefits under Section 1780 of the Richard B. RuSs#ool Lunch Act and Child
Nutrition Act of 1966, including WIC and reducedqga lunches.

(c) Payments, including for supportive services aathbursement of out-of-pocket
expenses, to volunteers under the Domestic Volui@errices Act of 1973 (42 U.S.C.
5044(g), 5058). The exclusion also applies to asset

- Except, the exclusion does not apply when the CExeicutive Officer of the
Corporation for National and Community Service daiaes that the value of all
such payments, adjusted to reflect the number ofshsuch volunteers are serving, is
equivalent to or greater than the minimum wage thesffect under the Fair Labor
Standards Act of 1938 (29 U.S.C. 201 et seq.)®nimimum wage, under the laws
of the State where such volunteers are serving;ivelver is the greater (42 U.S.C.
5044(f)(1)).

(d) Certain payments received under the Alaskavida@ilaims Settlement Act (43 U.S.C.
1626(c)).

(e) Income derived from certain submarginal lanthefUnited States that is held in trust
for certain Indian tribes (25 U.S.C. 5506).

(H Payments or allowances made under the Depattoidtealth and Human Services’
Low-Income Home Energy Assistance Program (42 U.8624(f)(1)).

(g) Allowances, earnings, and payments to indivisiparticipating in programs under the
Workforce Investment Act of 1998 which was reauitent as the Workforce Innovation
and Opportunity Act of 2014 (29 U.S.C. 3241(a)(2)).

(h) Deferred disability benefits from the Departrhef Veterans Affairs, whether received
as a lump sum or in monthly prospective amounts.

(i) Income derived from the disposition of fundsiie Grand River Band of Ottawa Indians
(Pub. L. 94-540, 90 Section 6).

() Payments, funds, or distributions authorizedablished, or directed by the Seneca
Nation Settlement Act of 1990 (25 U.S.C. 1774f(b)).
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(k) A lump sum or periodic payment received by raividual Indian pursuant to the Class
Action Settlement Agreement in the United Statestridit Court case entitlelfl ouise
Cobell et al. v. Ken Salazar et al., for a period of one year from the time of receipt o
that payment as provided in the Claims Resolutionok 2010.

() The first $2,000 of per capita shares receiveth judgment funds awarded by the
Indian Claims Commission or the U. S. Claims Caiin¢, interests of individual Indians
in trust or restricted lands, including the fir& @00 per year of income received by
individual Indians from funds derived from interesield in such trust or restricted lands
(25 U.S.C. 1407-1408). This exclusion does notudelproceeds of gaming operations
regulated by the Commission (25 U.S.C. 1407-1408).

(m) Payments received from programs funded undér Viof the Older Americans Act of
1965 (42 U.S.C. 3056(f)).

(n) Payments received on or after January 1, 1888 the Agent Orange Settlement Fund
or any other fund established pursuant to theeseétht inin Re Agent Orange product
liability litigation, M.D.L. No. 381 (E.D.N.Y.). Tts exclusion also applies to assets.

(o) Payments received under 38 U.S.C. 1833(c)itdrelm of Vietnam veterans born with
spinal bifida, children of women Vietnam veteransrbwith certain birth defects, and
children of certain Korean and Thailand serviceskaats born with spinal bifid@?2
U.S.C. 12637(d)).

(p) Payments received under the Maine Indian Cl@etdement Act of 1980 (25 U.S.C.
1721). This exclusion also applies to assets.

(q) The value of any childcare provided or arran@@dany amount received as payment for
such care or reimbursement for costs incurreddoh £are) under the Childcare and
Development Block Grant Act of 1990 (42 U.S.C. 9868

() Earned income tax credit (EITC) refund paymertsived on or after January 1, 1991
(26 U.S.C. 32(j)). This exclusion also applies $eeds.

(s) Payments by the Indian Claims Commission tddbefederated Tribes and Bands of
Yakima Indian Nation or the Apache Tribe of MesoalReservation (Pub. L. 95-433).
This exclusion also applies to assets.

(t) Amounts of student financial assistance fundeder Title IV of the Higher Education
Act of 1965j, including awards under federal wotuWely programs or under the Bureau
of Indian Affairs student assistance programs (28.0. 1087uu).

For Section 8 programs only, any financial assistan excess of amounts received by
an individual for tuition and any other requireés$eand charges under the Higher
Education Act of 1965 (20 U.S.C. 1001 et seq.)nfirivate sources, or an institution
of higher education (as defined under the Highardation Act of 1965 (20 U.S.C.
1002)), shall be considered income if the individeaver the age of 23 with dependent
children (Pub. L. 109-115, section 327 (as amended)

(u) Allowances, earnings, and payments to Ameri€qaurticipants under the National and
Community Service Act of 1990 (42 U.S.C. 12637(d)).
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(v) Any amount of crime victim compensatidrat provides medical or other assistance (or
payment or reimbursement of the cost of such asgis) under the Victims of Crime Act of
1984received through a crime victim assistance progrartess the total amount of
assistance that the applicant receives from al puograms is sufficient to fully
compensate the applicant for losses suffered asudt of the crime (34 U.S.C.
20102(c)).

(w) Any amounts in an “individual development acetilare excluded from assets and any
assistance, benefit, or amounts earned by or pedvial the individual development
account are excluded from income, as provided byA$sets for Independence Act, as
amended (42 U.S.C. 604(h)(4)).

(x) Major disaster and emergency assistance retdeinder the Robert T. Stafford Disaster
Relief and Emergency Assistance Act and compardibéester assistance provided by
states, local governments, and disaster assistagaaizations. This exclusion also
applies to assets.

(y) Distributions from an ABLE account, distributi® from and certain contributions to an
ABLE account established under the ABLE Act of 2QRdb. L. 113-295.), as
described in Notice PIH 2019-09 or subsequent perseding notice is excluded from
income and assets.

(z) The amount of any refund (or advance paymedtt rgspect to a refundable credit)
issued under the Internal Revenue Code is exclfrdedincome and assets for a period
of 12 months from receipt (26 U.S.C. 6409).

(aa) Assistance received by a household underrterdgency Rental Assistance Program
pursuant to the Consolidated Appropriations AcBR2(Pub. L. 116—-260, section
501(j)), and the American Rescue Plan Act of 2021.

(ab) Per capita payments made from the proceebhslizin Tribal Trust Settlements listed in
IRS Notice 2013-1 and 2013-55 must be excluded fonmual income unless the per
capita payments exceed the amount of the originbhT Trust Settlement proceeds and
are made from a Tribe’s private bank account incwhihe Tribe has deposited the
settlement proceeds. Such amounts received in €xéeélse Tribal Trust Settlement are
included in the gross income of the members offtfilee receiving the per capita
payments as described in IRS Notice 2013-1. Tise$2,000 of per capita payments are
also excluded from assets unless the per capitagatg exceed the amount of the
original Tribal Trust Settlement proceeds and aaglenfrom a Tribe’s private bank
account in which the Tribe has deposited the seé#ie proceeds (25 U.S.C. 117b(a), 25
U.S.C. 1407).

(ac) Any amounts (i) not actually received by tamily, (ii) that would be eligible for
exclusion under 42 U.S.C. 1382b(a)(7), and (iigereed for service-connected
disability under 38 U.S.C. Chapter 11 or dependeamt/indemnity compensation under
38 U.S.C. Chapter 13 (25 U.S.C. 4103(9)(C)) asidem’by an amendment by the
Indian Veterans Housing Opportunity Act of 2010§PL. 111-269 section 2) to the
definition of income applicable to programs under Native American Housing
Assistance and Self-Determination Act (NAHASDA) (@55.C. 4101 et seq.).
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6-1.M. ASSETS [24 CFR 5.609(b)(3); 24 CFR 5.603(b)]
Overview

There is no asset limitation for participation e tHCV program. However, HUD requires that
the PHA include in annual income the anticipatedeiest, dividends, and other net income of
any kind from real or personal property” [24 CFB®&(b)(3)]. This section discusses how the
income from various types of assets is determiRedmost types of assets, the PHA must
determine the value of the asset in order to coempiome from the asset. Therefore, for each
asset type, this section discusses:

« How the value of the asset will be determined
« How income from the asset will be calculated

Exhibit 6-1 provides the regulatory requirementsdalculating income from assets [24 CFR
5.609(b)(3)], and Exhibit 6-3 provides the regutgtdefinition ofnet family assets. This section
begins with a discussion of general policies reldteassets and then provides HUD rules and
PHA policies related to each type of asset.

Optional policies for family self-certification @fssets are found in Chapter 7.
General Policies
I ncome from Assets

The PHA generally will use current circumstanceddtermine both the value of an asset and the
anticipated income from the asset. As is true flcs@urces of income, HUD authorizes the PHA
to use other than current circumstances to anteipgome when (1) an imminent change in
circumstances is expected (2) it is not feasiblenticipate a level of income over 12 months or
(3) the PHA believes that past income is the besitator of anticipated income. For example, if
a family member owns real property that typicadtgeives rental income but the property is
currently vacant, the PHA can take into considerafiast rental income along with the

prospects of obtaining a new tenant.

PHA Policy

Anytime current circumstances are not used to deter asset income, a clear rationale
for the decision will be documented in the file.sinch cases the family may present
information and documentation to the PHA to show wWie asset income determination
does not represent the family’s anticipated as&eime.
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Valuing Assets

The calculation of asset income sometimes reqtie®#HA to make a distinction between an
asset’s market value and its cash value.

* The market value of an asset is its worth in theketge.g., the amount a buyer would pay
for real estate or the total value of an investnaaebunt).

* The cash value of an asset is its market valuealéssasonable amounts that would be
incurred when converting the asset to cash.

PHA Policy

Reasonable costs that would be incurred when dispa$ an asset include, but are not
limited to, penalties for premature withdrawal, kepand legal fees, and settlement costs
incurred in real estate transactions [HCV GB, 28%-

Lump-Sum Additionsto Net Family Assets [24 CFR 5.609(b)(24)(viii) as updated for
HOTMA; Notice PIH 2023-27]

The regulations exclude income from lump-sum addgito family assets, including lottery or
other contest winnings as a type of nonrecurrigrne.

In addition, lump sums from insurance paymentslesaéents for personal or property losses, and
recoveries from civil actions or settlements bamedlaims of malpractice, negligence, or other
breach of duty owed to a family member arisingafuaw that resulted in a member of the
family becoming a family member with a disabilityeaxcluded from income.

Further, deferred periodic amounts from Supplem&egaurity Income (SSI) and Social
Security benefits that are received in a lump somunt or in prospective monthly amounts, or
any deferred Department of Veterans Affairs disgbllenefits that are received in a lump sum
amount or in prospective monthly amounts are atstuded from income.

However, these amounts may count toward net faasibets. The PHA must consider any actual
or imputed returns from assets as income at theapplticable income examination. In the case
where the lump sum addition to assets would leachputed income, which is unearned income,
that increases the family’s annual adjusted incbyn&0 percent or more, then the addition of
the lump sum to the family’s assets will triggeriammediate interim reexamination of income in
accordance with Chapter 9. This reexamination cdrime must take place as soon as the lump
sum is added to the family’s net family assets sstée addition takes place in the last three
months of family’s income certification period atie PHA chooses not to conduct the
examination.

For a discussion of lump-sum payments that reptdélerdelayed start of a periodic payment,
most of which are counted as income, see sectidrt$ &nd 6-1.1.

PHA Policy

Any lump-sum receipts are only counted as assé#teyf are retained by a family in a
form recognizable as an asset. [RHIIP FAQs]. Fangxe, if the family receives a
$1,000 lump sum for lottery winnings, and the famihmediately spends the entire
amount, the lump sum will not be counted towardfaetily assets.
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I mputing Income from Assets [24 CFR 5.609(b)(3), Notice PIH 2012-29]

When net family assets are $5,000 or less, the ®ilAnclude in annual income the actual
income anticipated to be derived from the asseteeWhe family has net family assets in excess
of $5,000, the PHA will include in annual income treater of (1) the actual income derived
from the assets or (2) the imputed income. Imputedme from assets is calculated by
multiplying the total cash value of all family assby an average passbook savings rate as
determined by the PHA.

* Note: The HUD field office no longer provides ameirest rate for imputed asset income. The
“safe harbor” is now for the PHA to establish agteok rate within 0.75 percent of a
national average.

* The PHA must review its passbook rate annuallynguee that it remains within 0.75 percent
of the national average.

PHA Policy

The PHA initially set the imputed asset passbotdk aathe national rate established by
the Federal Deposit Insurance Corporation (FDIC).

The PHA will review the passbook rate annually. Téte will not be adjusted unless the
current PHA rate is no longer within 0.75 percefhe national rate. If it is no longer
within 0.75 percent of the national rate, the pasg&lrate will be set at the current
national rate.

The effective date of changes to the passbookniditbe determined at the time of
the review.

Determining Actual Anticipated I ncome from Assets

It may or may not be necessary for the PHA to bsevallue of an asset to compute the actual
anticipated income from the asset. When the vauequired to compute the anticipated income
from an asset, the market value of the asset . & example, if the asset is a property for
which a family receives rental income, the antitggdancome is determined by annualizing the
actual monthly rental amount received for the priypdt is not based on the property’s market
value. However, if the asset is a savings accdbatanticipated income is determined by
multiplying the market value of the account by itierest rate on the account.

Withdrawal of Cash or Liquidation of | nvestments

Any withdrawal of cash or assets from an investmahtbe included in income except to the
extent that the withdrawal reimburses amounts itegeby the family. For example, when a
family member retires, the amount received by #reily from a retirement investment plan is
not counted as income until the family has recepaginents equal to the amount the family
member deposited into the retirement investmenmt. pla
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Jointly Owned Assets

The regulation at 24 CFR 5.609(a)(4) specifies ématual income includes “amounts derived
(during the 12-month period) from assets to whiey member of the family has access.”

PHA Policy

If an asset is owned by more than one person apthamly member has unrestricted
access to the asset, the PHA will count the fulleaf the asset. A family member has
unrestricted access to an asset when they camyleligpose of the asset without the
consent of any of the other owners.

If an asset is owned by more than one person,dnaua family member, but the family
member does not have unrestricted access to the #ws PHA will prorate the asset
according to the percentage of ownership. If ne@atage is specified or provided for by
state or local law, the PHA will prorate the assetnly among all owners.

Assets Disposed of for Lessthan Fair Market Value [24 CFR 5.603(b)]

HUD regulations require the PHA to count as a airasset any business or family asset that
was disposed of for less than fair market valuenduthe two years prior to the effective date of
the examination/reexamination, except as notedabelo

Minimum Threshold

TheHCV Guidebook permits the PHA to set a threshold below whictetssdisposed of for less
than fair market value will not be counted [HCV GB 5-27].

PHA Policy

The PHA will not include the value of assets digubef for less than fair market value
unless the cumulative fair market value of all &ssésposed of during the past two years
exceeds the gross amount received for the asset®ig/than $1,000.

When the two-year period expires, the income assiga the disposed asset(s) also
expires. If the two-year period ends between anrecartifications, the family may
request an interim recertification to eliminate sideration of the asset(s).

Assets placed by the family in nonrevocable trasésconsidered assets disposed of for
less than fair market value except when the agdated in trust were received through
settlements or judgments.

Separation or Divorce

The regulation also specifies that assets areartidered disposed of for less than fair market
value if they are disposed of as part of a separadr divorce settlement and the applicant or
tenant receives important consideration not measeira dollar terms.

PHA Policy

All assets disposed of as part of a separationvorck settlement will be considered
assets for which important consideration not mesdsarin monetary terms has been
received. In order to qualify for this exemptiorfaamily member must be subject to a
formal separation or divorce settlement agreemstabéshed through arbitration,
mediation, or court order.
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Foreclosure or Bankruptcy

Assets are not considered disposed of for lessfiamarket value when the disposition is the
result of a foreclosure or bankruptcy sale.

Family Declaration

PHA Policy

Families must sign a declaration form at initiaftiéeation and each annual
recertification identifying all assets that havebelisposed of for less than fair market
value or declaring that no assets have been didpdder less than fair market value.
The PHA may verify the value of the assets dispadefiother information available to
the PHA does not appear to agree with the infoilmnateported by the family.

Types of Assets
Checking and Savings Accounts

For regular checking accounts and savings accocadsyalue has the same meaningraar ket
value. If a checking account does not bear interestattieipated income from the account is
zero.

PHA Policy

In determining the value of checking account andngg accounts, the PHA will use the
current balance.

In determining the anticipated income from an ies¢tbearing checking or savings
account, the PHA will multiply the value of the acat by the current rate of interest
paid on the account.

ABLE Accounts[24 CFR 5.609(b)(10) as updated for HOTMA; Notice PIH 2019-09]

An Achieving a Better Life Experience (ABLE) accaousa type of tax-advantaged savings
account that an eligible individual can use to fuayqualified disability expenses. Section 103 of
the ABLE Act mandates that an individual’'s ABLE aaat (specifically, its account balance,
contributions to the account, and distributionsifrihve account) is excluded when determining
the designated beneficiary’s eligibility and con®a occupancy under certain federal means-
tested programs. The PHA must exclude the entiteevat the individual’s ABLE account from
the household’s assets. Distributions from the ABICEount are also not considered income.
However, all wage income received, regardless a¢hvaccount the money is paid to, is
included as income.
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I nvestment Accounts Such as Stocks, Bonds, Saving Certificates, and Money Market Funds

Interest or dividends earned by investment accoangtg€ounted as actual income from assets
even when the earnings are reinvested. The casb vékuch an asset is determined by
deducting from the market value any broker feesalties for early withdrawal, or other costs of
converting the asset to cash.

PHA Policy

In determining the market value of an investmegbaat, the PHA will use the value of
the account on the most recent investment report.

How anticipated income from an investment accouhtoe calculated depends on
whether the rate of return is known.

For assets that are held in an investment accorimtavknown rate of return (e.g.,
savings certificates), asset income will be caleddased on that known rate
(market value multiplied by rate of earnings).

When the anticipated rate of return is not knowg.(estocks), the PHA will
calculate asset income based on the earningsdandst recent reporting period.

Equity in Real Property or Other Capital | nvestments

Equity (cash value) in a property or other capatsdet is the estimated current market value of
the asset less the unpaid balance on all loanseskby the asset and reasonable costs (such as
broker fees) that would be incurred in selling élsset [HCV GB, p. 5-25].

PHA Policy

In determining the equity, the PHA will determinaniet value by examining recent
sales of at least three properties in the surraundr similar neighborhood that possess
comparable factors that affect market value.

The PHA will first use the payoff amount for thefo(mortgage) as the unpaid balance
to calculate equity. If the payoff amount is noaiable, the PHA will use the basic loan
balance information to deduct from the market vatugne equity calculation.

Equity in real property and other capital investtsaa considered in the calculation of asset
incomeexceptfor the following types of assets:

* Equity accounts in HUD homeownership programs [ERE.603(b)]

* The value of a home currently being purchased asiistance under the HCV program
Homeownership Option for the first 10 years after purchase date of the home [24 CFR
5.603(b), Notice PIH 2012-3]

» Equity in owner-occupied cooperatives and manufadtthomes in which the family lives
[HCV GB, p. 5-25]

» Equity in real property when a family member’s magctupation is real estate [HCV GB, p.
5-25]. This real estate is considered a busines=t,zand income related to this asset will be
calculated as described in section 6-I1.F.
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* Interests in Indian Trust lands [24 CFR 5.603(b)]

» Real property and capital assets that are pam attve business or farming operation [HCV
GB, p. 5-25]

The PHA must also deduct from the equity the reallencosts for converting the asset to cash.
Using the formula for calculating equity specifigoove, the net cash value of real property is
the market value minus the balance of the loan t{@age) minus the expenses to convert to cash
[Notice PIH 2012-3].

PHA Policy

For the purposes of calculating expenses to comvedsh for real property, the PHA
will use ten percent of the market value of the bom

A family may have real property as an asset inwags: (1) owning the property itself and (2)
holding a mortgage or deed of trust on the propémthe case of a property owned by a family
member, the anticipated asset income generallybeilh the form of rent or other payment for
the use of the property. If the property generatesicome, actual anticipated income from the
asset will be zero.

In the case of a mortgage or deed of trust held tamily member, the outstanding balance
(unpaid principal) is the cash value of the asBle¢ interest portion only of payments made to
the family in accordance with the terms of the myage or deed of trust is counted as anticipated
asset income.

PHA Policy

In the case of capital investments owned jointlthvathers not living in a family’s unit, a
prorated share of the property’s cash value wikktented as an asset unless the PHA
determines that the family receives no income fthenproperty and is unable to sell or
otherwise convert the asset to cash.

Trusts [24 CFR 5.609(b)(2) as updated for HOTMA]

A trust is a legal arrangement generally regulated by $&&t in which one party (the creator or
grantor) transfers property to a second partytfingtee) who holds the property for the benefit
of one or more third parties (the beneficiaries).

The basis for determining how to treat trusts setia information about who has access to either
the principal in the account or the income fromdleount. There are two types of trusts,
revocable andirrevocable.

When the creator sets up i@nevocable trust, the creator has no access to the funds in the
account. Typically, special needs trusts are camnsdlirrevocable. Irrevocable trusts not under
the control of any member of the family are exctiffem net family assets. The value of the
trust continues to be excluded from net family tsse long as the fund continues to be held in a
trust that is not revocable by, or under the cdmifoany member of the family or household [24
CFR 5.603(b)(4) as updated for HOTMA]. Further, vénan irrevocable trust is excluded from
net family assets, the PHA must not consider acheaime earned by the trust (e.g., interest
earned, rental income if property is held in thesty for so long as the income from the trust is
not distributed.
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A revocabletrust is a trust that the creator of the trust may anwrehd (revoke). When there is
a revocable trust, the creator has access to tuks fim the trust account.

» Arevocable trust that is under the control offdmily is included in net family assets when
the grantor is a member of the assisted familg.révocable trust is included in the
calculation of net family assets, then the actnebme earned by the revocable trust is also
included in the family’s income. For example, iegtrearned or rental income if the property
is held in the trust. The PHA must calculate imputecome on the revocable trust if net
family assets are more than the HUD-published Hwolelsamount, which is adjusted annually
and listed in HUD’s Inflation Adjusted Values tablgs50,000 for 2024, and $51,600 for
2025), and actual income from the trust cannotdbeutated (e.q., if the trust is comprised of
farmland that is not in use).

* Arevocable trust that is not under the contralihaf family is excluded from net family
assets. This happens when a member of the astastéd is the beneficiary of a revocable
trust, but the grantor is not a member of the ss$iamily. In this case the beneficiary does
not “own” the revocable trust, and the value oftifust is excluded from net family assets.
For the revocable trust to be considered exclud®ed het family assets, no family or
household member may be the account’s trustee.

For both irrevocable and revocable trusts, if takig of the trust is not considered part of net
family assets, then distributions from the trust meated as follows:

» All distributions from the trust’s principal are@wded from income.

» Distributions of income earned by the trust (iiaterest, dividends, realized gains, or other
earnings on the trust’s principal), are includedn@®me unless the distribution is used to pay
for the health and medical expenses for a minor.

Retirement Accounts
Company Retirement/Pension Accounts

In order to correctly include or exclude as an aasg amount held in a company retirement or
pension account by an employed person, the PHA kmast whether the money is accessible
before retirement [HCV GB, p. 5-26].

While a family member is employed, only the amadtet family member can withdraw without
retiring or terminating employment is counted asasset [HCV GB, p. 5-26].

After a family member retires or terminates emplewyty any amount distributed to the family
member is counted as a periodic payment or a lwmpeceipt, as appropriate [HCV GB, p. 5-
26], except to the extent that it represents fundssted in the account by the family member.
(For more on periodic payments, see section 6-ITHE balance in the account is counted as an
asset only if it remains accessible to the famignmber.

IRA, Keogh, and Similar Retirement Savings Accounts

IRA, Keogh, and similar retirement savings accoaméscounted as assets even though early
withdrawal would result in a penalty [HCV GB, p25].
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Personal Property

Personal property held as an investment, suchras,gewelry, coin collections, antique cars,
etc., is considered an asset [HCV GB, p. 5-25].

PHA Policy

In determining the value of personal property faddan investment, the PHA will use the
family’s estimate of the value. The PHA may obtamappraisal to confirm the value of
the asset if there is reason to believe that thnlyes estimated value is off by $50 or
more. The family must cooperate with the appraiset cannot be charged any costs
related to the appraisal.

Generally, personal property held as an investmgenérates no income until it is
disposed of. If regular income is generated (é&@ggme from renting the personal
property), the amount that is expected to be eam#te coming year is counted as
actual income from the asset.

Necessary items of personal property are not censidassets [24 CFR 5.603(b)].

PHA Policy

Necessary personal property consists of only tiiesgs not held as an investment, and
may include clothing, furniture, household furnigds, jewelry, and vehicles, including
those specially equipped for persons with disaédit

Life Insurance

The cash value of a life insurance policy availabla family member before death, such as a
whole life or universal life policy, is included the calculation of the value of the family’s
assets [HCV GB 5-25]. The cash value is the sugewdlue. If such a policy earns dividends or
interest that the family could elect to receive, #mticipated amount of dividends or interest is
counted as income from the asset whether or ndathy actually receives it.
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6-1.N. WELFARE ASSISTANCE
Overview

Welfare assistance is counted in annual incomefaMeassistance includes Temporary
Assistance for Needy Families (TANF) and any payimémindividuals or families based on
need that are made under programs funded sepaoateiyntly by federal, state, or local
governments [24 CFR 5.603(b)].

Sanctions Resulting in the Reduction of Welfare Begfits [24 CFR 5.615]

The PHA must make a special calculation of anmu@dine when the welfare agency imposes
certain sanctions on certain families. The fulktekthe regulation at 24 CFR 5.615 is provided
as Exhibit 6-5. The requirements are summarizeovberhis rule applies only if a family was
receiving HCV assistance at the time the sanctias wposed.

Covered Families

The families covered by 24 CFR 5.615 are those “relceive welfare assistance or other public
assistance benefits (‘welfare benefits’) from a&ta other public agency ('welfare agency’)
under a program for which Federal, State or loaallequires that a member of the family must
participate in an economic self-sufficiency prograsna condition for such assistance” [24 CFR
5.615(b)]

I mputed Income

When a welfare agency imposes a sanction that escau¢amily’s welfare income because the
family commits fraud or fails to comply with theeagcy’s economic self-sufficiency program or
work activities requirement, the PHA must includeannual income “imputed” welfare income.
The PHA must request that the welfare agency peothd reason for the reduction of benefits
and the amount of the reduction of benefits. Theutad welfare income is the amount that the
benefits were reduced as a result of the sanction.

This requirement does not apply to reductions itfame benefits: (1) at the expiration of the
lifetime or other time limit on the payment of waié benefits, (2) if a family member is unable
to find employment even though the family membes t@mplied with the welfare agency
economic self-sufficiency or work activities reqrments, or (3) because a family member has
not complied with other welfare agency requirem¢24sCFR 5.615(b)(2)].

Offsets

The amount of the imputed welfare income is offsethe amount of additional income the
family begins to receive after the sanction is isgzh When the additional income equals or
exceeds the imputed welfare income, the imputeongis reduced to zero [24 CFR
5.615(c)(4)].
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6-1.0. PERIODIC AND DETERMINABLE ALLOWANCES [24 CFR 5.609( b)(7)]

Annual income includes periodic and determinabl@aances, such as alimony and child
support payments, and regular contributions osgéteived from organizations or from persons
not residing with an assisted family.

Alimony and Child Support

The PHA must count alimony or child support amowawsirded as part of a divorce or
separation agreement.

PHA Policy

The PHA will count court-awarded amounts for alim@md child support unless the
PHA verifies that: (1) the payments are not beiragley and (2) the family has made
reasonable efforts to collect amounts due, inclyidiimg with courts or agencies
responsible for enforcing payments [HCV GB, pp.3%akd 5-47].

Families who do not have court-awarded alimony @nlil support awards are not
required to seek a court award and are not reqturéake independent legal action to
obtain collection.
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PART II: ADJUSTED INCOME

6-1I.A. INTRODUCTION
Overview

HUD regulations require PHASs to deduct from annoabme any of five mandatory deductions
for which a family qualifies. The resulting amousithe family’s adjusted income. Mandatory
deductions are found in 24 CFR 5.611.

5.611(a) Mandatory deductions. In determining aegisncome, the responsible entity [PHA]
must deduct the following amounts from annual ineom

(1) $480 for each dependent;

(2) $400 for any elderly family or disabled family;

(3) The sum of the following, to the extent the sexueeds three percent of annual income:
(i) Unreimbursed health and medical care expenkasyoelderly family or disabled family;

(i) Unreimbursed reasonable attendant care andiayxapparatus expenses for each member
of the family who is a person with disabilities,th@ extent necessary to enable any member|of
the family (including the member who is a persothwiisabilities) to be employed. This

deduction may not exceed the earned income receiyéaimily members who are 18 years of
age or older and who are able to work becauseatf atiendant care or auxiliary apparatus; and

(4) Any reasonable childcare expenses necessatyaiole a member of the family to be
employed or to further his or her education.

This part covers policies related to these manglateductions. Verification requirements related
to these deductions are found in Chapter 7.

Anticipating Expenses

PHA Policy

Generally, the PHA will use current circumstanaeartticipate expenses. When possible,
for costs that are expected to fluctuate duringyttes (e.g., childcare during school and
non-school periods and cyclical medical expengbhe)PHA will estimate costs based on
historic data and known future costs.

If a family has an accumulated debt for medicalisability assistance expenses, the
PHA will include as an eligible expense the portadrthe debt that the family expects to
pay during the period for which the income detemtion is being made. However,
amounts previously deducted will not be allowednei¢he amounts were not paid as
expected in a preceding period. The PHA may reghedamily to provide
documentation of payments made in the preceding yea
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6-11.B. DEPENDENT DEDUCTION

An allowance of $480 is deducted from annual incéoneach dependent [24 CFR 5.611(a)(1)].
Dependent is defined as any family member other than thelhsaouse, or cohead who is under
the age of 18 or who is 18 or older and is a pevatimdisabilities or a full-time student. Foster
children, foster adults, and live-in aides are neamsidered dependents [24 CFR 5.603(b) as
updated for HOTMA].

6-11.C. ELDERLY OR DISABLED FAMILY DEDUCTION

A single deduction of $400 is taken for any eldeniydisabled family [24 CFR 5.611(a)(2)]. An
elderly family is a family whose head, spouse, cohead, or sotelbreis 62 years of age or
older, and alisabled family is a family whose head, spouse, cohead, or sotelr@eis a person
with disabilities [24 CFR 5.403].
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6-11.D. HEALTH AND MEDICAL CARE EXPENSES DEDUCTION
[24 CFR 5.611(a)(3)(i) and 5.603(b) as updated f6tOTMA]

Unreimbursed health and medical care expenses mdgducted to the extent that, in
combination with any disability assistance expengesy exceed three percent of annual income.

The health and medical care expense deductionrmsifped only for families in which the head,
spouse, or cohead is at least 62 or is a perstndigabilities. If a family is eligible for a hehlt
and medical care expense deduction, the medicalnsegs of all family members are counted

[VG, p. 28].
Definition of Medical Expenses

HUD regulations defindealth and medical care expenses at 24 CFR 5.603(b) (as updated for
HOTMA) to mean “any costs incurred in the diagnpsige, mitigation, treatment, or prevention
of disease or payments for treatments affectingsamcture or function of the body. Health and
medical care expenses include medical insuranceipnes and long-term care premiums that
are paid or anticipated during the period for whacimual income is computed.” Health and
medical care expenses may be deducted from ammaghe only if they are eligible under this
definition and not otherwise reimbursed.

Although HUD revised the definition diealth and medical care expenses to reflect the Internal
Revenue Service (IRS) general definition of medésgdenses, HUD is not permitting PHAS to
specifically align their policies to IRS Publicati®02. PHAs must review each expense to
determine whether it is eligible in accordance WithiD’s definition. While PHA policies may

not specifically align with IRS Publication 502, BUecommends PHAs use it as a standard for
determining allowable expenses, and the PHA magXamples of allowable expenses in their
policy provided they comply with HUD’s definitiort 84 CFR 5.603 as updated for HOTMA.
The PHA may not definbealth and medical care expenses more narrowly than the regulation.

PHA Policy

The PHA will use the most current IRS Publicati@2 %s a standard for determining if
expenses claimed by eligible families qualify aaltreand medical care expenses.
However, under no circumstances will the PHA dedunst expenses listed in IRS
Publication 502 that do not conform with HUD’s dhfiion of health and medical care
exXpenses.
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Summary of Typical Allowable Health and Medical Care Expenses

Services of medical professionals Substance abuse treatment programs

Surgery and medical procedures that ar@sychiatric treatment

necessary, legal, and non-cosmetic Ambulance services and some costs of

Services of medical facilities transportation related to medical
expenses. The PHA will use the most
current medical mileage rate listed in
IRS Publication 502.

The cost and care of necessary
equipment related to a medical
condition (e.g., eyeglasses/lenses,

Improvements to housing directly relat¢thearing aids, crutches, and artificial
to medical needs (e.g., ramps for a teeth)
wheelchair, handrails)

Hospitalization, long-term care, and in-
home nursing services

Prescription medicines and insulin, but
not nonprescription medicines even if
recommended by a doctor

The costs of buying, training, and
Medical insurance premiums or the CO£>tmaintaining a guide dog or other service
of a health maintenance organization | animal to assist a visually impaired or
(HMO) hearing disabled person, or a person
Medicare Part B and Part D premiums with other physical disabilities. In
general, this includes any costs, such [as
food, grooming, and veterinary care,
incurred in maintaining the health and
vitality of the service animal so that it
may perform its dutie

Note: This chart provides a summary of eligible healtd enedical care expenses
only. In all cases, the PHA will consider whethealth and medical expenses care
expenses claimed by the family are eligible undeb¥$ definition.

Families That Qualify for Both Health and Medical Care and Disability Assistance
Expenses

PHA Policy

This policy applies only to families in which thedd, spouse, or cohead is 62 or older or
is a person with disabilities.

When expenses anticipated by a family could benddfas either health and medical care
or disability assistance expenses, the PHA willsoder them health and medical care
expenses unless it is clear that the expenses@rged exclusively to enable a person
with disabilities to work.
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6-1.E. DISABILITY ASSISTANCE EXPENSES DEDUCTION [24 CFR 5.603(b) and
24 CFR 5.611(a)(3)(ii)]

Reasonable expenses for attendant care and aydpaaratus for a disabled family member
may be deducted if they: (1) are necessary to eraafdmily member 18 years or older to work,
(2) are not paid to a family member or reimbursgéib outside source, (3) in combination with
any medical expenses, exceed three percent of kimecoane, and (4) do not exceed the earned
income received by the family member who is enabdedork.

Earned Income Limit on the Disability Assistance Epense Deduction

A family can qualify for the disability assistanegpense deduction only if at least one family
member (who may be the person with disabilitie®nabled to work [24 CFR 5.603(b)].

The disability expense deduction is capped by theumt of “earned income received by family
members who are 18 years of age or older and wahakde to work” because of the expense [24
CFR 5.611(a)(3)(ii)]. The earned income used feg purpose is the amount verified before any
income exclusions are applied.

PHA Policy

The family must identify the family members enabiedvork as a result of the disability
assistance expenses. In evaluating the family’sesty)the PHA will consider factors
such as how the work schedule of the relevant famémbers relates to the hours of
care provided, the time required for transportattbe relationship of the family
members to the person with disabilities, and aregisth needs of the person with
disabilities that might determine which family meenb are enabled to work.

When the PHA determines that the disability asst#axpenses enable more than one
family member to work, the expenses will be capipgethe sum of the family members’
incomes.
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Eligible Disability Expenses

Examples of auxiliary apparatus are provided inH@& Guidebook as follows: “Auxiliary
apparatus are items such as wheelchairs, rampgstatidas to vehicles, or special equipment to
enable a blind person to read or type, but onllgake items are directly related to permitting the
disabled person or other family member to work” NMMGB, p. 5-30].

HUD advises PHAs to further define and describel@any apparatus [VG, p. 30].
Eligible Auxiliary Apparatus

PHA Policy

Expenses incurred for maintaining or repairing axilary apparatus are eligible. In the
case of an apparatus that is specially adaptedctinranodate a person with disabilities
(e.g., a vehicle or computer), the cost to maintianspecial adaptations (but not
maintenance of the apparatus itself) is an eligisigenseThe cost of service animals
trained to give assistance to persons with digadsliincluding the cost of acquiring the
animal, veterinary care, food, grooming, and ottwartinuing costs of care, will be
included.

Eligible Attendant Care

The family determines the type of attendant caa¢ ihappropriate for the person with
disabilities.

PHA Policy

Attendant care includes, but is not limited to sa@able costs for home medical care,
nursing services, in-home or center-based carecesiinterpreters for persons with
hearing impairments, and readers for persons visthaV disabilities.

Attendant care expenses will be included for thopethat the person enabled to work is
employed plus reasonable transportation time. Dise af general housekeeping and
personal services is not an eligible attendant eapense. However, if the person
enabled to work is the person with disabilitiegspeal services necessary to enable the
person with disabilities to work are eligible.

If the care attendant also provides other sentéise family, the PHA will prorate the
cost and allow only that portion of the expensésbaitable to attendant care that enables
a family member to work. For example, if the carevider also cares for a child who is
not the person with disabilities, the cost of carest be prorated. Unless otherwise
specified by the care provider, the calculatior & based upon the number of hours
spent in each activity and/or the number of persmter care.
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Paymentsto Family Members

No disability assistance expenses may be deductgzhf/ments to a member of an assisted
family [24 CFR 5.603(b)]. However, expenses paid telative who is not a member of the
assisted family may be deducted if they are nohbersed by an outside source.

Necessary and Reasonable Expenses

The family determines the type of care or auxiliapparatus to be provided and must describe
how the expenses enable a family member to wor&.faimily must certify that the disability
assistance expenses are necessary and are not paiichbursed by any other source.

PHA Policy

The PHA determines the reasonableness of the eepéased on typical costs of care or
apparatus in the locality. To establish typicaltspghe PHA will collect information

from organizations that provide services and supjqgoersons with disabilities. A

family may present, and the PHA will consider, thmily’s justification for costs that
exceed typical costs in the area.

Families That Qualify for Both Medical and Disability Assistance Expenses

PHA Policy

This policy applies only to families in which thedd or spouse is 62 or older or is a
person with disabilities.

When expenses anticipated by a family could benddfas either medical or disability
assistance expenses, the PHA will consider themaalegkpenses unless it is clear that
the expenses are incurred exclusively to enabkrsop with disabilities to work.
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6-1I.F. CHILDCARE EXPENSE DEDUCTION

HUD defineschildcare expenses at 24 CFR 5.603(b) as “amounts anticipated todié Ipy the
family for the care of children under 13 years gé auring the period for which annual income

is computed, but only where such care is necessayable a family member to actively seek
employment, be gainfully employed, or to furthes ar her education and only to the extent such
amounts are not reimbursed. The amount deductéldstiect reasonable charges for childcare.
In the case of childcare necessary to permit enmpdoyt, the amount deducted shall not exceed
the amount of employment income that is includednnual income.”

Clarifying the Meaning of Child for This Deduction

Childcare expenses do not include child supportrats made to another on behalf of a minor
who is not living in an assisted family’s househpl&, p. 26]. However, childcare expenses for
foster children that are living in the assistedifgis household are included when determining
the family’s childcare expenses [HCV GB, p. 5-29].

Quialifying for the Deduction
Determining Who |Is Enabled to Pursue an Eligible Activity

PHA Policy

The family must identify the family member(s) erebto pursue an eligible activity. The
termeligible activity in this section means any of the activities thaymake the family
eligible for a childcare deduction (seeking worlgrguing an education, or being
gainfully employed).

In evaluating the family’s request, the PHA willnsader factors such as how the
schedule for the claimed activity relates to thars®f care provided, the time required
for transportation, the relationship of the famitgmber(s) to the child, and any special
needs of the child that might help determine wiigghily member is enabled to pursue
an eligible activity.

Seeking Work

PHA Policy

If the childcare expense being claimed is to enalflmily member to seek employment,
the family must provide evidence of the family memib efforts to obtain employment at
each reexamination. The deduction may be reducddroed if the family member’s job
search efforts are not commensurate with the chilexpense being allowed by the
PHA.
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Furthering Education

PHA Policy

If the childcare expense being claimed is to enaldlmily member to further their
education, the member must be enrolled in schaald@mic or vocational) or
participating in a formal training program. The fgnmember is not required to be a
full-time student, but the time spent in educatl@wivities must be commensurate with
the childcare claimed.

Being Gainfully Employed

PHA Policy

If the childcare expense being claimed is to enaldlamily member to be gainfully
employed, the family must provide evidence of @ity member’'s employment during
the time that childcare is being provided. Gaiuiployment is any legal work activity
(full- or part-time) for which a family member ismpensated.

Earned Income Limit on Childcare Expense Deduction

When a family member looks for work or furthersitteglucation, there is no cap on the amount
that may be deducted for childcare — although #re must still be necessary and reasonable.
However, when childcare enables a family membevdrk, the deduction is capped by “the
amount of employment income that is included inuahimcome” [24 CFR 5.603(b)].

The earned income used for this purpose is the ahafiearned income verified after any
income exclusions are applied.

When the person who is enabled to work is a fatletistudent whose earned income above $480
is excluded, childcare costs related to enablifegraly member to work may not exceed the
portion of the person’s earned income that actualigcluded in annual income.

The PHA must not limit the deduction to the leagiensive type of childcare. If the care allows
the family to pursue more than one eligible acgivibcluding work, the cap is calculated in
proportion to the amount of time spent working [HGB, p. 5-30].

PHA Policy

When the childcare expense being claimed is tolersafamily member to work, only
one family member’s income will be considered f@izen period of time. When more
than one family member works during a given pertbd, PHA generally will limit
allowable childcare expenses to the earned incdrtteedowest-paid member. The
family may provide information that supports a resfuto designate another family
member as the person enabled to work.
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Eligible Childcare Expenses

The type of care to be provided is determined leyassisted family. The PHA may not refuse to
give a family the childcare expense deduction bgedlere is an adult family member in the
household that may be available to provide child¢¥G, p. 26].

Allowable Childcare Activities

PHA Policy

For school-age children, costs attributable to outnl private school activities during
standard school hours are not considered. Expeéms@sed for supervised activities
after school or during school holidays (e.g., sumday camp, after-school sports
league) are allowable forms of childcare.

The costs of general housekeeping and personatssiare not eligible. Likewise,
childcare expenses paid to a family member whalinehe family’s unit are not
eligible; however, payments for childcare to relas who do not live in the unit are
eligible.

If a childcare provider also renders other servioes family or childcare is used to
enable a family member to conduct activities thiatreot eligible for consideration, the
PHA will prorate the costs and allow only that pamtof the expenses that is attributable
to childcare for eligible activities. For exampifethe care provider also cares for a child
with disabilities who is 13 or older, the cost afe will be prorated. Unless otherwise
specified by the childcare provider, the calculatrall be based upon the number of
hours spent in each activity and/or the numbereo$@ns under care.

Necessary and Reasonable Costs

Childcare expenses will be considered necessafy)ih family adequately explains how the
care enables a family member to work, actively ssagployment, or further their education, and
(2) the family certifies, and the childcare providerifies, that the expenses are not paid or
reimbursed by any other source.

PHA Policy

Childcare expenses will be considered for the tiewgiired for the eligible activity plus
reasonable transportation time. For childcare¢hables a family member to go to
school, the time allowed may include not more thae study hour for each hour spent in
class.

To establish the reasonableness of childcare dbst$HA will use the schedule of
childcare costs from a qualified local entity tedher subsidizes childcare costs or
licenses childcare providers. Families may preserd,the PHA will consider,
justification for costs that exceed typical cost$he area.
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PART Ill: CALCULATING FAMILY SHARE AND PHA SUBSIDY

6-111LA. OVERVIEW OF RENT AND SUBSIDY CALCULATIONS
TTP Formula [24 CFR 5.628]

HUD regulations specify the formula for calculatitng total tenant payment (TTP) for an
assisted family. TTP is the highest of the follogveamounts, rounded to the nearest dollar:

» 30 percent of the family’s monthly adjusted incofadjusted income is defined in Part Il)

* 10 percent of the family’s monthly gross incomen(aal income, as defined in Part |, divided
by 12)

* The welfare rent (in as-paid states only)
¢ A minimum rent between $0 and $50 that is estabtidby the PHA

The PHA has authority to suspend and exempt fasriteam minimum rent when a financial
hardship exists, as defined in section 6-I11.B.

The amount that a family pays for rent and ut#it{the family share) will never be less than the
family’s TTP but may be greater than the TTP dependn the rent charged for the unit the
family selects.

Welfare Rent [24 CFR 5.628]

PHA Policy
Welfare rent does not apply in this locality.

Minimum Rent [24 CFR 5.630]

PHA Policy
The minimum rent for this locality is $50.

Family Share [24 CFR 982.305(a)(5)]

If a family chooses a unit with a gross rent (enbwner plus an allowance for tenant-paid
utilities) that exceeds the PHA'’s applicable paytstandard: (1) the family will pay more than
the TTP, and (2) at initial occupancy the PHA may approve the tenancy if it would require
the family share to exceed 40 percent of the famityonthly adjusted income. (For a discussion
of the application of payment standards, see seétll.C.)

© Copyright 2025 Nan McKay & Associates, Inc. Page -53 KHA HCV Admin Plan 07/01/2025
Unlimited copies may be made for internal use.



PHA Subsidy [24 CFR 982.505(b)]

The PHA will pay a monthly housing assistance paynildAP) for a family that is equal to the
lower of (1) the applicable payment standard ferfdmily minus the family’s TTP or (2) the
gross rent for the family’s unit minus the TTP. (Radiscussion of the application of payment
standards, see section 6-111.C.)

Utility Reimbursement [24 CFR 982.514(b); 982.514]t

When the PHA subsidy for a family exceeds the temwner, the family is due a utility
reimbursement. HUD permits the PHA to pay the reirmbment to the family or directly to the
utility provider.

PHA Policy

The PHA will make utility reimbursements directtythe utility provider.
The PHA may make all utility reimbursement paymeatgualifying families on a monthly
basis or may make quarterly payments when the rmorgimbursement amount is $15.00 or
less. Reimbursements must be made once per calgrataguarter and must be prorated if the
family leaves the program in advance of its nexdrterly reimbursement. The PHA must also
adopt hardship policies for families for whom reteg quarterly reimbursement would create a
financial hardship.

PHA Policy

The PHA will issue all utility reimbursements molyth

© Copyright 2025 Nan McKay & Associates, Inc. Page -54 KHA HCV Admin Plan 07/01/2025
Unlimited copies may be made for internal use.



6-111.B. FINANCIAL HARDSHIPS AFFECTING MINIMUM RENT [24 CFR  5.630]

PHA Policy

The financial hardship rules described below ddyajypthis jurisdiction because the
PHA has established a minimum rent of $50.

Overview

If the PHA establishes a minimum rent greater theno, the PHA must grant an exemption from
the minimum rent if a family is unable to pay theamtmum rent because of financial hardship.

The financial hardship exemption applies only tmifees required to pay the minimum rent. If a
family’s TTP is higher than the minimum rent, tlanily is not eligible for a hardship
exemption. If the PHA determines that a hardshiptexthe family share is the highest of the
remaining components of the family’s calculated TTP

HUD-Defined Financial Hardship
Financial hardship includes the following situagson

(1) The family has lost eligibility for or is awaity an eligibility determination for a federal,
state, or local assistance program. This includasndy member who is a noncitizen
lawfully admitted for permanent residence underlthmigration and Nationality Act who
would be entitled to public benefits but for Tit\é of the Personal Responsibility and Work
Opportunity Act of 1996.

PHA Policy

A hardship will be considered to exist only if tless of eligibility has an impact on the
family’s ability to pay the minimum rent.

For a family waiting for a determination of elidiby, the hardship period will end as of
the first of the month following: (1) implementatiof assistance, if approved, or (2) the
decision to deny assistance. A family whose regioestssistance is denied may request
a hardship exemption based upon one of the otlmvatle hardship circumstances.

(2) The family would be evicted because it is uadblpay the minimum rent.

PHA Policy

For a family to qualify under this provision, thause of the potential eviction must be
the family’s failure to pay rent to the owner onaat-paid utilities.

(3) Family income has decreased because of chdagely circumstances, including the loss of
employment.
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(4) A death has occurred in the family.

PHA Policy

In order to qualify under this provision, a famihust describe how the death has created
a financial hardship (e.g., because of funerakedl@xpenses or the loss of the family
member’s income).

(5) The family has experienced other circumstadetsrmined by the PHA.
PHA Policy
The PHA has not established any additional hardstitigria.
Implementation of Hardship Exemption
Determination of Hardship

When a family requests a financial hardship exeomptihe PHA must suspend the minimum
rent requirement beginning the first of the momthofving the family’s request.

The PHA then determines whether the financial Hapdexists and whether the hardship is
temporary or long-term.

PHA Policy

The PHA defines temporary hardship as a hardstppagd to last 90 days or less.
Long-term hardship is defined as a hardship expectéast more than 90 days.

When the minimum rent is suspended, the familyeshewerts to the highest of the remaining
components of the calculated TTP. The example bdlEwonstrates the effect of the minimum
rent exemption.

Example: Impact of Minimum Rent Exemption
Assumethe PHA has established a minimum rent o0.

Family Share — No Hardship Family Share — With Hardhip
$0 30% of monthly adjusted income $0 30% of monthly adjusted income
$15 10% of monthly gross income $15 10% of monthly gross income
N/A  Welfare rent N/A  Welfare rent
$50 Minimum rent $50 Minimum rent
Minimum rent applies. Hardship exemption granted.
TTP = $£0 TTP = $1!

PHA Policy

To qualify for a hardship exemption, a family megbmit a request for a hardship
exemption in writing. The request must explainnhéure of the hardship and how the
hardship has affected the family’s ability to phg minimum rent.

The PHA will make the determination of hardshiphwit30 calendar days.
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No Financial Hardship

If the PHA determines there is no financial hardstiie PHA will reinstate the minimum rent
and require the family to repay the amounts susgebnd

PHA Policy

The PHA will require the family to repay the susgped amount within 30 calendar days
of the PHA’s notice that a hardship exemption hatseen granted.

Temporary Hardship

If the PHA determines that a qualifying financiaktiship is temporary, the PHA must suspend
the minimum rent for the 90-day period beginning fiinst of the month following the date of the
family’s request for a hardship exemption.

At the end of the 90-day suspension period, thelyamust resume payment of the minimum
rent and must repay the PHA the amounts suspehti#id.requires the PHA to offer a
reasonable repayment agreement, on terms and iomsdéstablished by the PHA. The PHA
also may determine that circumstances have chaagéddhe hardship is now a long-term
hardship.

PHA Policy

The PHA will enter into a repayment agreement icoag¢ance with the procedures found
in Chapter 16 of this plan.

Long-Term Hardship

If the PHA determines that the financial hardskipong-term, the PHA must exempt the family
from the minimum rent requirement for so long ashlrdship continues. The exemption will
apply from the first of the month following the fdys request until the end of the qualifying
hardship. When the financial hardship has beerrm@ted to be long-term, the family is not
required to repay the minimum rent.

PHA Policy
The hardship period ends when any of the follovdgingumstances apply:

(1) At an interim or annual reexamination, the figiaicalculated TTP is greater than the
minimum rent.

(2) For hardship conditions based on loss of ingaheehardship conditions will
continue to be recognized until new sources ofnmeare received that are at least
equal to the amount lost. For example, if a hamlghapproved because a family no
longer receives a $60/month child support payntaethardship will continue to
exist until the family receives at least $60/moaintincome from another source or
once again begins to receive the child support.

(3) For hardship conditions based upon hardshgtedlexpenses, the minimum rent
exemption will continue to be recognized until thenulative amount exempted is
equal to the expense incurred.
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6-111.C. APPLYING PAYMENT STANDARDS [24 CFR 982.505(c) and Notice PIH 2024-
34]

Overview

The PHA'’s schedule of payment standards is usedltmlate housing assistance payments for
HCV families. This section covers the applicatidrihee PHA's payment standards. The
establishment and revision of the PHA’s paymemdaad schedule are covered in Chapter 16.

Payment standard is defined as “the maximum monthly assistance patrfor a family assisted
in the voucher program (before deducting the tigtadnt payment by the family)” [24 CFR
982.4(b)].

The payment standard for a family is the lowerlgfthe payment standard for the family unit
size, which is defined as the appropriate numbé&edfooms for the family under the PHA'’s

subsidy standards [24 CFR 982.4(b)], or (2) thexypant standard for the size of the dwelling
unit rented by the family [24 CFR 982.505(c)(1)].

If the PHA has established an exception paymentlsta for a designated part of an FMR area
in accordance with 24 CFR 982.503 and a familyis igHocated in the designated area, the
PHA must use the appropriate payment standardhéoexception area [24 CFR 982.505(c)(2)].

The PHA is required to pay a monthly housing agsist payment (HAP) for a family that is the
lower of (1) the payment standard for the familywas the family’s TTP or (2) the gross rent for
the family’s unit minus the TTP.

If during the term of the HAP contract for a famslynit, the owner lowers the rent, the PHA
will recalculate the HAP using the lower of theti@i payment standard or the gross rent for the
unit [HCV GB, p. 7-8].

Changes in Payment Standards

When the PHA revises its payment standards duhederm of the HAP contract for a family’s
unit, it will apply the new payment standards ie@dance with HUD regulations. Regulations
governing increases and decreases in the paynagntastl have changed, with a required
compliance date of December 3, 2024.

Decreases [24 CFR 982.505(c)(3) and Notice PIH 2024-34]

For new HAP contracts, the PHA applies the paymtandard in effect at the time of HAP
contract execution.

The PHA must administer decreases in the paymantiatd amount for the family in
accordance with the PHA policy as described inattministrative plan and apply the policy
consistently to all families.

If a PHA changes its payment standard scheduleltirgg in a lower payment standard amount,
during the term of a HAP contract, the PHA is remjuired to reduce the payment standard used
to calculate subsidy for families under HAP conti@long as the HAP contract remains in
effect.
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Changes effective 12/2/24 and earlietf the PHA does choose to reduce the payment atdnd
for families currently under HAP contract, the iaitreduction to the payment standard may not
be applied any earlier than the effective datdeffamily’s second regular reexamination
following the effective date of the decrease inghgment standard amount.

Changes effective 12/3/24 and lateif the PHA does choose to reduce the payment atdnd

for families currently under HAP contract, the iaitreduction to the payment standard may not
be applied any earlier than two years following ¢fffective date of the decrease in the payment
standard and only with proper written notice tofdmaily in accordance with 24 CFR
982.505(c)(3)(iii).

At that point, the PHA may either reduce the paynséendard to the current amount in effect on
the PHA’s payment standard schedule or may recheepdyment standard to another amount
that is higher than the normally applicable amamthe schedule. The PHA may also establish
different policies for designated areas within thefisdiction (e.g., different zip code areas).

In any case, the PHA must provide the family witfeast 12 months’ notice that the payment
standard is being reduced before the effective ofaiee change. In the written notice, the PHA
must state the new payment standard amount, expiainhe family’s new payment standard
amount will be the greater of the amount listethm current written notice or the new amount (if
any) on the PHA’s payment standard schedule a¢ndeof the 12-month period, and make clear
where the family will find the PHA’s payment standl@chedule. The PHA'’s policy on
decreases in the payment standard during the tetine t-1AP contract apply to all families

under HAP contract at the time of the effectiveedatthe decrease in the payment standard
within the designated area.

PHA Policy

If a PHA changes its payment standard schedulétirggin a lower payment standard
amount, during the term of a HAP contract, the Rinot reduce the payment
standard used to calculate subsidy for familieseuhtAP contract as long as the HAP
contract remains in effect.

The PHA will not establish different policies foecteases in the payment standard for
designated areas within their jurisdiction.

Increases [24 CFR 982.505(c)(4) and Notice PIH 2024-34]

For new HAP contracts, the PHA applies the paymtandard in effect at the time of HAP
contract execution.

Changes effective 12/2/24 and earlietf the payment standard is increased during tha t&r
the HAP contract, the increased payment standdrdheviised to calculate the monthly housing
assistance payment for the family beginning orefifective date of the family’s first regular
reexamination on or after the effective date ofitioeease in the payment standard.

Families requiring or requesting interim reexamirag will not have their HAP payments
calculated using the higher payment standard thait next annual reexamination [HCV GB,
p. 7-8].
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Changes effective 12/3/24 and lateif the payment standard is increased during tha tdrthe
HAP contract, the increased payment standard wilifiplied no later than the earliest of:

* The effective date of an increase in the grosstrettwould result in an increase in the
family share;

* The family’s first regular or interim reexaminatiaor
* One year following the effective date of the ine®ea&n the payment standard amount.

The PHA may adopt a policy to apply a payment saeshthcrease at any time earlier than the
date calculated above as long as the policy isidexd in the administrative plan and applied
consistently to all families [24 CFR 982.505(c)(5)]

PHA Policy

The PHA will not adopt payment standard increaselsee than the date required by
the regulations.

Changesin Family Unit Size (Voucher Size) [24 CFR 982.505(c)(6) and Notice PIH 2024-34]

Changes effective 12/2/24 and earlietrrespective of any increase or decrease in thenpay
standard, if the family unit size increases or dases during the HAP contract term, the new
family unit size must be used to determine the payrstandard for the family beginning at the
family’s first regular reexamination following tlelange in family unit size.

Changes effective 12/3/24 and latettrespective of any increase or decrease in thenpay
standard, if the family unit size increases or dases during the HAP contract term, the new
family unit size may be used to determine the paytra@ndard immediately but no later than
the family’s first regular reexamination followirilge change in family unit size.

PHA Policy

If the family unit size (voucher size) changes dgrihe term of a HAP contract, the new
family unit size will be used to determine the payinstandard at the family’s first
regular reexamination following the change in fanuihit size.

Moves

If the family moves to a new unit, or a new HAP trant is executed due to changes in the lease
(even if the family remains in place) the curreayment standard applicable to the family will
be used when the new HAP contract is processed.

Reasonable Accommodation [24 CFR 982.503(d)(5)]

If a family requires a higher payment standard esagonable accommodation for a family
member who is a person with disabilities, the PEAllowed to establish a higher payment
standard for the family of not more than 120 percdnhe published FMR without HUD
approval or prior notification to HUD. A PHA maytablish a payment standard greater than
120 percent of the applicable FMR as a reasonalglenamodation in accordance with 24 CFR
part 8, after requesting and receiving HUD approS8ak Chapter 16 for more information.
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6-111.D. APPLYING UTILITY ALLOWANCES [24 CFR 982.517]
Overview

A PHA-established utility allowance schedule isdisedetermining family share and PHA
subsidy. A family's utility allowance is determinky the size of dwelling unit leased by a
family or the voucher unit size for which the fayngualifies using PHA subsidy standards,
whichever is the lowest of the two. See Chaptear3riformation on the PHA'’s subsidy
standards.

For policies on establishing and updating utilitp\wances, see Chapter 16.
Flat Fees [24 CFR 982.517(b)(2)(iii)]

The PHA may base its utility allowance paymentsaoctual flat fees charged by an owner for
utilities that are billed directly by the owner tlmnly if the flat fee charged by the owner is no
greater than the PHA'’s applicable utility allowaricethe utilities covered by the fee. If the
owner charges a flat fee for some but not alltiggi the PHA must pay a separate allowance for
any tenant-paid utilities not covered in the flee f

PHA Policy
The PHA will not base utility allowance paymentsftat fees charged by the owner.

PBV Developments [24 CFR 982.517(b)(2)(iv)]

If a tenant-based voucher holder resides in a proyéh project-based voucher (PBV) units and
the PBV units use a site-specific utility allowaneeccordance with PBV regulations, the PHA
must use the project-specific utility allowanceexthle.

Reasonable Accommodation and Individual Relief

On request from a family that includes a persom wisabilities, the PHA must approve a utility
allowance which is higher than the applicable anh@umrthe utility allowance schedule if a
higher utility allowance is needed as a reasonatd®@mmodation to make the program
accessible and usable by the family member witisabdity [24 CFR 982.517(e)]. (See Chapter
2 for policies regarding the request and approf/eéasonable accommodations.)

Further, the PHA may grant requests for indivice#ief from charges in excess of the utility
allowance on reasonable grounds, such as speciatganot within control of the resident, as the
PHA deems appropriate. The family must requeshitjeer allowance and provide the PHA an
explanation of the need for individual relief amdexplanation about the amount of additional
allowance required [see HCV GB, p. 18-8].

PHAs should develop criteria for granting indivitizgief, notify residents about the availability
of individual relief, and notify participants abdbe availability of individual relief programs
(sometimes referred to as “Medical Baseline dist&)ioffered by the local utility company.
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PHA Policy

The family must request the higher allowance amdige the PHA with information
about the amount of additional allowance required.

The PHA will consider the following criteria as whteasons for granting individual
relief:

The excessive consumption is due to special nefettie damily that are beyond
their control, such as the need for specializedpeaent in the case of a family
member who is ill, elderly, or who has a disability

In determining the amount of the reasonable accodatian or individual relief, the
PHA will allow a reasonable measure of additiorsdge as necessary. To arrive at the
amount of additional utility cost of specific eqmpnt, the family may provide
information from the manufacturer of the equipmentthe family or PHA may conduct
an internet search for an estimate of usage otiaddi monthly cost.

Information on reasonable accommodation and indadidelief for charges in excess of
the utility allowance will be provided to all fan@k at admission as part of the
information on payment standards and utility alloaes in the briefing packet. The PHA
will also provide information on utility relief pgyvams or medical discounts (sometimes
referred to as “Medical Baseline discounts”) thatyrbe available through local utility
providers.

At its discretion, the PHA may re-evaluate the nieedhe increased utility allowance at
any regular reexamination.

If the excessive consumption is caused by a chenatit of the unit or PHA-supplied
equipment that is beyond the family’s control, sasha particularly inefficient
refrigerator or inadequate insulation, the indiabelief to the resident will cease when
the situation is remedied.

Utility Allowance Revisions
At reexamination, the PHA must use the currenitytllowance schedule [HCV GB, p. 18-8].

PHA Policy

Revised utility allowances will be applied to a i§ns rent and subsidy calculations at
the first annual reexamination that is effectivieathe allowance is adopted.
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6-11l.E. PRORATED ASSISTANCE FOR MIXED FAMILIES [24 CFR 5.52 0]

HUD regulations prohibit assistance to ineligikdenily members. Anixed family is one that
includes at least one U.S. citizen or eligible imgrant and any number of ineligible family
members. The PHA must prorate the assistance movaa mixed family. The PHA will first
determine assistance as if all family members wéggble and then prorate the assistance based
upon the percentage of family members that actwaaitlyeligible. For example, if the PHA
subsidy for a family is calculated at $500 and tfiéour family members are ineligible, the

PHA subsidy would be reduced to $250.
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EXHIBIT 6-1: ANNUAL |

NCOME INCLUSIONS

24 CFR 5.609

(a) Annual income means all amounts,
monetary or not, which:

(1) Go to, or on behalf of, the family head or

spouse (even if temporarily absent) or to any

other family member; or

(2) Are anticipated to be received from a
source outside the family during the 12-mon
period following admission or annual
reexamination effective date; and

(3) Which are not specifically excluded in
paragraph (c) of this section.

(4) Annual income also means amounts
derived (during the 12-month period) from

assets to which any member of the family ha

access.

(b) Annual income includes, but is not limited
to:

(1) The full amount, before any payroll
deductions, of wages and salaries, overtime

pay, commissions, fees, tips and bonuses, 3

other compensation for personal services;

(2) The net income from the operation of a
business or profession. Expenditures for

business expansion or amortization of capita
indebtedness shall not be used as deductior]

determining net income. An allowance for

depreciation of assets used in a business or

profession may be deducted, based on strai
line depreciation, as provided in Internal

Revenue Service regulations. Any withdrawd

of cash or assets from the operation of a
business or profession will be included in
income, except to the extent the withdrawal

reimbursement of cash or assets invested in

operation by the family;
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(3) Interest, dividends, and other net income of
any kind from real or personal property.
Expenditures for amortization of capital
indebtedness shall not be used as deductions in
determining net income. An allowance for
depreciation is permitted only as authorized in
paragraph (b)(2) of this section. Any
thwithdrawal of cash or assets from an
investment will be included in income, except
to the extent the withdrawal is reimbursement
of cash or assets invested by the family. Where
the family has net family assets in excess of
$5,000, annual income shall include the
greater of the actual income derived from all
net family assets or a percentage of the value
1s0f such assets based on the current passbook
savings rate, as determined by HUD;

(4) The full amount of periodic amounts
received from Social Security, annuities,
insurance policies, retirement funds, pensions,
disability or death benefits, and other similar
types of periodic receipts, including a lump-

m amount or prospective monthly amounts
for the delayed start of a periodic amount
(except as provided in paragraph (c)(14) of
this section);

n

| (5) Payments in lieu of earnings, such as

d employment and disability compensation,
worker's compensation and severance pay
?xcept as provided in paragraph (c)(3) of this

J ection);

3|

S
the
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(6) Welfare assistance payments.

(i) Welfare assistance payments made unde
the Temporary Assistance for Needy Familie
(TANF) program are included in annual
income only to the extent such payments:

(A) Qualify as assistance under the TANF
program definition at 45 CFR 2603 hnd

(B) Are not otherwise excluded under
paragraph (c) of this section.

(ii) If the welfare assistance payment include
an amount specifically designated for shelte
and utilities that is subject to adjustment by 1
welfare assistance agency in accordance wi
the actual cost of shelter and utilities, the
amount of welfare assistance income to be
included as income shall consist of:

(A) The amount of the allowance or grant
exclusive of the amount specifically
designated for shelter or utilities; plus

(B) The maximum amount that the welfare
assistance agency could in fact allow the
family for shelter and utilities. If the family's

(9) For section 8 programs only and as
provided in 24 CFR 5.612, any financial
‘Sassistance, in excess of amounts received for
tuition, that an individual receives under the
Higher Education Act of 1965 (20 U.S.C. 1001
et seq.), from private sources, or from an
institution of higher education (as defined
under the Higher Education Act of 1965 (20
U.S.C. 1002)), shall be considered income to
that individual, except that financial assistance
described in this paragraph is not considered
sannual income for persons over the age of 23
r with dependent children. For purposes of this
hparagraph, “financial assistance” does not
thinclude loan proceeds for the purpose of
determining income.

HHS DEFINITION OF
"ASSISTANCE"

=

45CFR: GENERAL TEMPORARY
ASSISTANCE FORNEEDY FAMILIES

260.31 What does the term “assistance”
mean?

(2)(1) The term “assistance” includes cash,

welfare assistance is ratably reduced from theyayments, vouchers, and other forms of

standard of need by applying a percentage,

theenefits designed to meet a family’s

amount calculated under this paragraph shaﬂlongoing basic needs (i.e., for food, clothing,

be the amount resulting from one applicatior
of the percentage.

(7) Periodic and determinable allowances,
such as alimony and child support payments
and regular contributions or gifts received
from organizations or from persons not
residing in the dwelling;

(8) All regular pay, special pay and allowang
of a member of the Armed Forces (except a
provided in paragraph (c)(7) of this section)

1 Text of 45 CFR 260.31 follows.
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shelter, utilities, household goods, personal
care items, and general incidental
expenses).

1 (2) It includes such benefits even when they
are:

(i) Provided in the form of payments by a
TANF agency, or other agency on its
€pehalf, to individual recipients; and

L

i (i) Conditioned on participation in work
experience or community service (or any
other work activity under 261.30 of this
chapter).
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(3) Except where excluded under paragraph
(b) of this section, it also includes
supportive services such as transportation
and childcare provided to families who are
not employed.

(b) [The definition of “assistance”]
excludes: (1) Nonrecurrent, short-term
benefits that:

(i) Are designed to deal with a specific
crisis situation or episode of need;

(i) Are not intended to meet recurrent or
ongoing needs; and

(iif) Will not extend beyond four months.

(2) Work subsidies (i.e., payments to
employers or third parties to help cover the
costs of employee wages, benefits,
supervision, and training);
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(3) Supportive services such as childcare
and transportation provided to families who
are employed;

(4) Refundable earned income tax credits;

(5) Contributions to, and distributions from,
Individual Development Accounts;

(6) Services such as counseling, case
management, peer support, childcare
information and referral, transitional
services, job retention, job advancement,
and other employment-related services that
do not provide basic income support; and

(7) Transportation benefits provided under a
Job Access or Reverse Commute project,
pursuant to section 404(k) of [the Social
Security] Act, to an individual who is not
otherwise receiving assistance.
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EXHIBIT 6-2: ANNUAL INCOME EXCLUSIONS

24 CFR 5.609(b) as updated for HOTMA
(b)Annual income does not include the following:

(1) Any imputed return on an asset when ng
family assets are less than or equal to the
HUD-published threshold amount (which
amount HUD will adjust annually in
accordance with the Consumer Price Index 1
Urban Wage Earners and Clerical Workers)
and no actual income from the net family
assets can be determined.

(2) The following types of trust distributions:

(i) For an irrevocable trust or a revocable tru
outside the control of the family or househol
excluded from the definition of net family
assets under § 5.603(b):

(A) Distributions of the principal or corpus of
the trust; and

(B) Distributions of income from the trust
when the distributions are used to pay the c
of health and medical care expenses for a
minor.

(ii) For a revocable trust under the control off
the family or household, any distributions
from the trust; except that any actual income
earned by the trust, regardless of whether it
distributed, shall be considered income to th
family at the time it is received by the trust.
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(3) Earned income of children under the 18
years of age.

(4) Payments received for the care of foster
children or foster adults, or State or Tribal
kinship or guardianship care payments.

O{5) Insurance payments and settlements for
personal or property losses, including but not
limited to payments through health insurance,
motor vehicle insurance, and workers’
compensation.

S{6) Amounts received by the family that are

l specifically for, or in reimbursement of, the
cost of health and medical care expenses for
any family member.

(7) Any amounts recovered in any civil action

or settlement based on a claim of malpractice,
negligence, or other breach of duty owed to a
)J@’nily member arising out of law, that resulted
In'a member of the family becoming disabled.

(8) Income of a live-in aide, foster child, or
foster adult as defined in 88 5.403 and 5.603,
respectively.

9)
Iles(i) Any assistance that section 479B of the
Higher Education Act of 1965, as amended (20
U.S.C. 1087uu), requires be excluded from a

family’s income; and
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(i) Student financial assistance for tuition,
books, and supplies (including supplies and
equipment to support students with learning
disabilities or other disabilities), room and
board, and other fees required and charged
student by an institution of higher education
(as defined under Section 102 of the Higher
Education Act of 1965 (20 U.S.C. 1002)) an(
for a student who is not the head of househg
or spouse, the reasonable and actual costs
housing while attending the institution of
higher education and not residing in an
assisted unit.

(A) Student financial assistance, for purpose
of this paragraph (9)(ii), means a grant or
scholarship received from— (

1) The Federal government;
(2) A State, Tribe, or local government;

(3) A private foundation registered as a
nonprofit under 26 U.S.C. 501(c)(3);

(4) A business entity (such as corporation,
general partnership, limited liability company
limited partnership, joint venture, business
trust, public benefit corporation, or nonprofit
entity); or

(5) An institution of higher education.

(B) Student financial assistance, for purposegs

of this paragraph (9)(ii), does not include—

(1) Any assistance that is excluded pursuanf
paragraph (b)(9)(i) of this section;

(2) Financial support provided to the student
the form of a fee for services performed (e.g
a work study or teaching fellowship that is n
excluded pursuant to paragraph (b)(9)(i) of t
section); (

3) Gifts, including gifts from family or friends
or

(4) Any amount of the scholarship or grant
that, either by itself or in combination with
assistance excluded under this paragraph or
paragraph (b)(9)(i), exceeds the actual covered
taasts of the student. The actual covered costs
of the student are the actual costs of tuition,
books and supplies (including supplies and
l,equipment to support students with learning
Idlisabilities or other disabilities), room and
pfboard, or other fees required and charged to a
student by the education institution, and, for a
student who is not the head of household or
spouse, the reasonable and actual costs of
housing while attending the institution of
higher education and not residing in an
assisted unit. This calculation is described
further in paragraph (b)(9)(ii)€ of this section.

S

(C) Student financial assistance, for purposes
of this paragraph (b)(9)(ii) must be:

(1) Expressly for tuition, books, room and
board, or other fees required and charged to a
student by the education institution;

, (2) Expressly to assist a student with the costs
of higher education; or

(3) Expressly to assist a student who is not the
head of household or spouse with the
reasonable and actual costs of housing while
attending the education institution and not
residing in an assisted unit.

th) Student financial assistance, for purposes
of this paragraph (b)(9)(ii), may be paid
directly to the student or to the educational
imstitution on the student’s behalf. Student
.,financial assistance paid to the student must be
ptverified by the responsible entity as student
niBnancial assistance consistent with this

paragraph (b)(9)(ii).

(E) When the student is also receiving
assistance excluded under paragraph (b)(9)(i)
of this section, the amount of student financial
assistance under this paragraph (b)(9)(ii) is
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determined as follows:
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(1) If the amount of assistance excluded ung
paragraph (b)(9)(i) of this section is equal to
exceeds the actual covered costs under

efii) Amounts received by a participant in other
opublicly assisted programs which are
specifically for or in reimbursement of out-of-

paragraph (b)(9)(ii)(B)(4) of this section, nonepocket expenses incurred (e.g., special

of the assistance described in this paragrapl
(b)(9)(ii) of this section is considered studen
financial assistance excluded from income
under this paragraph (b)(9)(ii)(E).

(2) If the amount of assistance excluded ung
paragraph (b)(9)(i) of this section is less thal
the actual covered costs under paragraph
(b)(9)(ii)(B)(4) of this section, the amount of
assistance described in paragraph (b)(9)(ii)
this section that is considered student finang
assistance excluded under this paragraph is
lower of:

(i) the total amount of student financial
assistance received under this paragraph
(b)(9)(ii) of this section, or

(ii) the amount by which the actual covered
costs under paragraph (b)(9)(ii))(B)(4) of this
section exceeds the assistance excluded un
paragraph (b)(9)(i) of this section.

(10) Income and distributions from any
Coverdell education savings account under
section 530 of the Internal Revenue Code of
1986 or any qualified tuition program under
section 529 of such Code; and income earng
by government contributions to, and
distributions from, “baby bond” accounts
created, authorized, or funded by Federal,
State, or local government.

(11) The special pay to a family member
serving in the Armed Forces who is exposec
hostile fire.

(12)

(i) Amounts received by a person with a
disability that are disregarded for a limited
time for purposes of Supplemental Security
Income eligibility and benefits because they
are set aside for use under a Plan to Attain
Self-Sufficiency (PASS);

ldg\r

N equipment, clothing, transportation, childcare,
etc.) and which are made solely to allow
participation in a specific program;

(i) Amounts received under a resident service
estipend not to exceed $200 per month. A
N resident service stipend is a modest amount
received by a resident for performing a service
for the PHA or owner, on a part-time basis,
bfthat enhances the quality of life in the
ialevelopment.

t?l\e?) Incremental earnings and benefits
resulting to any family member from
participation in training programs funded by
HUD or in qualifying Federal, State, Tribal, or
local employment training programs
(including training programs not affiliated
with a local government) and training of a

family member as resident management staff.

mounts excluded by this provision must be
received under employment training programs
with clearly defined goals and objectives and
are excluded only for the period during which
the family member participates in the
employment training program unless those
pchmounts are excluded under paragraph

(b)(9)(i) of this section.

(13) Reparation payments paid by a foreign
government pursuant to claims filed under the
laws of that government by persons who were
persecuted during the Nazi era.

t&4) Earned income of dependent fulltime
students in excess of the amount of the
deduction for a dependent in § 5.611.

(15) Adoption assistance payments for a child
in excess of the amount of the deduction for a
dependent in § 5.611.
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(16) Deferred periodic amounts from
Supplemental Security Income and Social
Security benefits that are received in a lump
sum amount or in prospective monthly
amounts, or any deferred Department of
Veterans Affairs disability benefits that are
received in a lump sum amount or in
prospective monthly amounts.

(17) Payments related to aid and attendance
under 38 U.S.C. 1521 to veterans in need of
regular aid and attendance.

(18) Amounts received by the family in the

form of refunds or rebates under State or loga

law for property taxes paid on the dwelling
unit.

(19) Payments made by or authorized by a
State Medicaid agency (including through a
managed care entity) or other State or Fede
agency to a family to enable a family membe
who has a disability to reside in the family’s
assisted unit. Authorized payments may
include payments to a member of the assists
family through the State Medicaid agency
(including through a managed care entity) o
other State or Federal agency for caregiving
services the family member provides to enal
a family member who has a disability to resi
in the family’s assisted unit.

(20) Loan proceeds (the net amount disburs
by a lender to or on behalf of a borrower,
under the terms of a loan agreement) receiv.
by the family or a third party (e.g., proceeds
received by the family from a private loan to
enable attendance at an educational instituti
or to finance the purchase of a car).

(21) Payments received by Tribal members
a result of claims relating to the
mismanagement of assets held in trust by th
United States, to the extent such payments
also excluded from gross income under the
Internal Revenue Code or other Federal law

(22) Amounts that HUD is required by Federal
statute to exclude from consideration as
income for purposes of determining eligibility
or benefits under a category of assistance
programs that includes assistance under any
program to which the exclusions set forth in
paragraph (b) of this section apply. HUD will
publish a notice in the Federal Register to
identify the benefits that qualify for this
exclusion. Updates will be published when
necessary.

(23) Replacement housing “gap” payments
rlnade in accordance with 49 CFR part 24 that
offset increased out of pocket costs of
displaced persons that move from one
federally subsidized housing unit to another
Federally subsidized housing unit. Such
replacement housing “gap” payments are not
ra@xcluded from annual income if the increased
prcost of rent and utilities is subsequently
reduced or eliminated, and the displaced
person retains or continues to receive the

pdeplacement housing “gap” payments.

(24) Nonrecurring income, which is income
that will not be repeated in the coming year
based on information provided by the family.
Jncome received as an independent contractor,
day laborer, or seasonal worker is not excluded
from income under this paragraph, even if the
edource, date, or amount of the income varies.
Nonrecurring income includes:

D
)

e?i) Payments from the U.S. Census Bureau for
employment (relating to decennial census or
the American Community Survey) lasting no
n)nger than 180 days and not culminating in
permanent employment.

0o

a‘?ii) Direct Federal or State payments intended
efor economic stimulus or recovery.

ar@i) Amounts directly received by the family
as a result of State refundable tax credits or
State tax refunds at the time they are received.

© Copyright 2025 Nan McKay & Associates, Inc.
Unlimited copies may be made for internal use.

Page -71

KHA HCV Admin Plan 07/01/2025



(iv) Amounts directly received by the family
as a result of Federal refundable tax credits
and Federal tax refunds at the time they are
received.

(v) Gifts for holidays, birthdays, or other
significant life events or milestones (e.qg.,
wedding gifts, baby showers, anniversaries)

(vi) Non-monetary, in-kind donations, such 3
food, clothing, or toiletries, received from a
food bank or similar organization.

(vii) Lump-sum additions to net family assets
including but not limited to lottery or other
contest winnings.

(25) Civil rights settlements or judgments,
including settlements or judgments for back

pay.

(26) Income received from any account undgs
a retirement plan recognized as such by the
Internal Revenue Service, including individu
retirement arrangements (IRAs), employer
retirement plans, and retirement plans for se
employed individuals; except that any
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distribution of periodic payments from such
accounts shall be income at the time they are
received by the family.

(27) Income earned on amounts placed in a
family’s Family Self Sufficiency Account.

(28) Gross income a family member receives

through self-employment or operation of a
ghusiness; except that the following shall be

considered income to a family member:

(i) Net income from the operation of a

. business or profession. Expenditures for
'business expansion or amortization of capital
indebtedness shall not be used as deductions in
determining net income. An allowance for
depreciation of assets used in a business or
profession may be deducted, based on straight
line depreciation, as provided in Internal
L[Revenue Service regulations; and

(i) Any withdrawal of cash or assets from the

Bloperation of a business or profession will be
included in income, except to the extent the

Ifwithdrawal is reimbursement of cash or assets
invested in the operation by the family.
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EXHIBIT 6-3: TREATMEN

T OF FAMILY ASSETS

24 CFR 5.603(b) Net Family Assets

(1) Net cash value after deducting reasonab
costs that would be incurred in disposing of

e(3) In determining net family assets, PHASs or
owners, as applicable, shall include the value

real property, savings, stocks, bonds, and othef any business or family assets disposed of by

forms of capital investment, excluding
interests in Indian trust land and excluding
equity accounts in HUD homeownership
programs. The value of necessary items of
personal property such as furniture and
automobiles shall be excluded.

(2) In cases where a trust fund has been
established and the trust is not revocable by
under the control of, any member of the famj
or household, the value of the trust fund will
not be considered an asset so long as the fy
continues to be held in trust. Any income
distributed from the trust fund shall be count

when determining annual income under Sec|

5.609.
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an applicant or tenant for less than fair market
value (including a disposition in trust, but not
in a foreclosure or bankruptcy sale) during the
two years preceding the date of application for
the program or reexamination, as applicable, in
excess of the consideration received therefor.
In the case of a disposition as part of a
s?paration or divorce settlement, the
Isposition will not be considered to be for less
han fair market value if the applicant or tenant
nE?ceives important consideration not
Mmeasurable in dollar terms.

v

e@4) For purposes of determining annual income

under Sec. 5.609, the term "net family assets”
does not include the value of a home currently
being purchased with assistance under part
982, subpart M of this title. This exclusion is
limited to the first 10 years after the purchase
date of the home.
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EXHIBIT 6-4: THE EFFECT OF WELFARE BENEFIT REDUCTIO N

24 CFR 5.615

Public housing program and Section 8 tenant-basedsaistance program: How welfare

benefit reduction affects family income.

(a) Applicability. This section applies to
covered families who reside in public housin
(part 960 of this title) or receive Section 8
tenant-based assistance (part 982 of this titl

(b) Definitions. The following definitions
apply for purposes of this section:

Covered families. Families who receive
welfare assistance or other public assistancg
benefits ("welfare benefits") from a State or
other public agency ("welfare agency") unde
program for which Federal, State, or local la
requires that a member of the family must

participate in an economic self-sufficiency

program as a condition for such assistance.

Economic self-sufficiency program. See
definition at Sec. 5.603.

Imputed welfare income. The amount of
annual income not actually received by a
family, as a result of a specified welfare
benefit reduction, that is nonetheless include
in the family's annual income for purposes o
determining rent.

Specified welfare benefit reduction.

(1) A reduction of welfare benefits by the
welfare agency, in whole or in part, for a
family member, as determined by the welfar
agency, because of fraud by a family memb
in connection with the welfare program; or
because of welfare agency sanction against
family member for noncompliance with a
welfare agency requirement to participate in
economic self-sufficiency program.

(2) "Specified welfare benefit reduction” doe
not include a reduction or termination of
welfare benefits by the welfare agency:

f

(i) at expiration of a lifetime or other time
glimit on the payment of welfare benefits;

(ii) because a family member is not able to
Obtain employment, even though the family
member has complied with welfare agency
economic self-sufficiency or work activities
requirements; or

D
-

2 (iii) because a family member has not
complied with other welfare agency
I gequirements.

N(c) Imputed welfare income.

(1) A family's annual income includes the
amount of imputed welfare income (because of
a specified welfare benefits reduction, as
specified in notice to the PHA by the welfare
agency), plus the total amount of other annual
income as determined in accordance with Sec.
5.609.

| 0(2) At the request of the PHA, the welfare
agency will inform the PHA in writing of the
amount and term of any specified welfare
benefit reduction for a family member, and the
reason for such reduction, and will also inform
the PHA of any subsequent changes in the
term or amount of such specified welfare
benefit reduction. The PHA will use this
information to determine the amount of

rimputed welfare income for a family.

W (D

a(3) A family's annual income includes imputed
welfare income in family annual income, as
atetermined at the PHA's interim or regular
reexamination of family income and
composition, during the term of the welfare
benefits reduction (as specified in information
provided to the PHA by the welfare agency).

(%)
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(4) The amount of the imputed welfare incon
is offset by the amount of additional income

ndasis for the PHA determination of the amount
aof imputed welfare income. Such notice shall

family receives that commences after the timealso state that if the family does not agree with

the sanction was imposed. When such
additional income from other sources is at
least equal to the imputed

(5) The PHA may not include imputed welfat
income in annual income if the family was n
an assisted resident at the time of sanction.

(d) Review of PHA decision.

(1) Public housing. If a public housing tenan
claims that the PHA has not correctly
calculated the amount of imputed welfare

income in accordance with HUD requirements

and if the PHA denies the family's request tg
modify such amount, the PHA shall give the
tenant written notice of such denial, with a
brief explanation of the basis for the PHA
determination of the amount of imputed
welfare income. The PHA notice shall also
state that if the tenant does not agree with th
PHA determination, the tenant may request
grievance hearing in accordance with part 9
subpart B of this title to review the PHA
determination. The tenant is not required to
pay an escrow deposit pursuant to Sec.
966.55(e) for the portion of tenant rent
attributable to the imputed welfare income in
order to obtain a grievance hearing on the
PHA determination.

(2) Section 8 participant. A participant in the
Section 8 tenant-based assistance program
may request an informal hearing, in
accordance with Sec. 982.555 of this title, to
review the PHA determination of the amoun
of imputed welfare income that must be
included in the family's annual income in
accordance with this section. If the family
claims that such amount is not correctly
calculated in accordance with HUD
requirements, and if the PHA denies the
family's request to modify such amount, the
PHA shall give the family written notice of
such denial, with a brief explanation of the

the PHA determination, the family may

request an informal hearing on the

determination under the PHA hearing
eprocedure.

pt(e) PHA relation with welfare agency.

(1) The PHA must ask welfare agencies to
inform the PHA of any specified welfare
benefits reduction for a family member, the
reason for such reduction, the term of any such
reduction, and any subsequent welfare agency
determination affecting the amount or term of

[

a specified welfare benefits reduction. If the
welfare agency determines a specified welfare
benefits reduction for a family member, and
gives the PHA written notice of such
reduction, the family's annual incomes shall
include the imputed welfare income because of

ethe specified welfare benefits reduction.

a (2) The PHA is responsible for determining
b@he amount of imputed welfare income that is
included in the family's annual income as a
result of a specified welfare benefits reduction
as determined by the welfare agency, and
specified in the notice by the welfare agency to
the PHA. However, the PHA is not responsible
for determining whether a reduction of welfare
benefits by the welfare agency was correctly
determined by the welfare agency in
accordance with welfare program requirements
and procedures, nor for providing the
opportunity for review or hearing on such
welfare agency determinations.

(3) Such welfare agency determinations are
the responsibility of the welfare agency, and
the family may seek appeal of such
determinations through the welfare agency's
normal due process procedures. The PHA shall
be entitled to rely on the welfare agency notice
to the PHA of the welfare agency's
determination of a specified welfare benefits
reduction.
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