COMMUNITY
PLANNING

DEVELOPMENT

Determining Income and
Allowances for the
HOME Program

e HUD’s Community Planning and Development
training initiative

¢ Course developed nationally by HUD

* Who are we?
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* Type of organization
— City or County
— Consortia
— State
— Nonprofit
— Other
* Years of experience with HOME
. <1 1-5yr 5-10yr 10+ yr
* Types of programs where you do income documentation
— Rental
— Homebuyer/homeowner rehab -.
— TBRA
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¢ Share information on HOME rules regarding
determining gross annual income

* Review HOME-eligible income definitions

* Discuss verifying and documenting income
within context of HOME activities

¢ Review when adjusted income must be used,
and how it is calculated
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Agenda

Exercises and breaks

HUD Guidebook: Determining Income and
Allowances under the HOME Program

* Appendices
Slides

slides e cevedement

¢ Timing of breaks and lunch
* Restrooms
¢ Hey, where’s the coffee??
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Ask questions

Please keep side conversations to minimum
Parking lot

No cell phones that ring, please
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Overview of income determination [Technical Guide, pages 1-
4]
Two income definitions [Technical Guide, page 1]

Key terminology [Technical Guide, pages 1-4]

Using income definitions [Technical Guide, pages 2-3]
Overview of income eligibility process [Technical Guide, page
3]

Resources [Technical Guide, page 3]

CPD Income Calculator

slide




e 24 CFR 92.2 — Definitions

e 24 CFR 92.203 — Income Determinations and
Adjusted Income

e 24 CFR 92.216 — Income Targeting: TBRA and

Rental Housing Units

24 CFR 92.217 — Income Targeting

Homeownership

i i
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PJ staff who manage and monitor HOME
activities

Subrecipients who qualify households for
assistance

CHDOs and other entities that qualify
households for assistance

Rental property owners/managers who qualify
and recertify HOME tenants during period of
affordability

V. RiE.
slide 11 - fsateiiing

¢ 100% of HOME program funds must benefit
low-income households

¢ Income eligibility must be determined for
each assisted household
— Includes all tenants, owners, buyers
— Documentation is required

* |If PJ) does not have income documentation,
the project is noncompliant

— HUD may require repayment of HOME investment
and/or other corrective action

RINE
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* PJs may select one of two income definitions
for each activity
— Part 5 (“Section 8”)
— IRS 1040 Adjusted Gross

 Definition may vary among activities, but not
for participants within same activity

slide 13

e “AMI” = Area Median Income
e “VOE” = Verification of Employment

* Low-income
— A household at or below HUD published 80% of AMI

¢ Very low-income
— A household at or below HUD published 50% of AMI

¢ Extremely low -income
— A household at or below HUD published 30% of AMI

e Terms are not the same as CDBG
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¢ Annual (gross) income (use for eligibility)

— Sum of income for all household members
expected to reside in HOME unit

— Determined using one of the 3 definitions
¢ Adjusted income (not for eligibility)

— Deduct amounts from gross income for certain
specified household costs
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¢ When to use Annual (Gross) Income

— Program eligibility
¢ 100% of households served must be low-income (at a
minimum) at initial occupancy and for rental/TBRA, ongoing
— Targeting of funds
* Program rule (90% of households at 60% - initial occupancy)
— Rental
— TBRA
* Project rule (5+ HOME units, 20% at very low-income - initial
occupancy and ongoing)
— Rental §
i i
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¢ When to use Adjusted Income
— Rents for over-income households (above low-
income in HOME-only rental units)
— Rents in other HUD programs with rental
assistance (e.g., 202 or 811 projects)

¢ These programs use adjusted income to determine the
rent to be charged

— Tenant share and subsidy under TBRA
— Displacement activities

]
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Receive Application, Release from HH,
and Income and Asset Source
Documentation

Calculate HH Income Using Worksheet
« If Part 5 (Section 8) definition,
asset calculation

Compare to HUD Published Income Limits ‘

Document Files |
.‘l
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[N
|

Gl

i&




* HUD Exchange list serve

¢ Income limits are updated annually by HUD
— Use these limits rather than calculating independently
* HOME income limits
— https://www.hudexchange.info/manage-a-program/home-

income-limits/
¢ HOME website
— https://www.hudexchange.info/programs/home/

— https://www.hudexchange.info/mailinglist/

i i
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HOME Program Regulations

— 24 CFR Part 92 (note slides throughout presentation with specific
references)

HUD Income Regulations for Section 8

— 24 CFR Part 5, updated periodically
Technical Guide for Determining Income and Allowances
under the HOME Program
HUD Handbook 4350.3 — Occupancy Requirements of
Subsidized Multifamily Housing Programs (Chapter 5)

— Updated when changes made to Part 5 regulations

— Used in HUD multifamily programs with S. 8 assistance tied to project
— Cannot be uniformly adopted for HOME

]
8

Slide 20

Use CPD Income Calculator

— https://www.hudexchange.info/incomecalculator/
Allow 15 minutes for each applicant and use
Technical Guide to accompany calculator input

Information is NOT saved, but you can
save/print to a PDF
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: HUD Exchange

Home | Mamage s Frogram | ews | Trame & Events

CPD Income Eligibility
Calculator

CPD Income Eligibility Calculator

et Ausmtance | oo Granies
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Dashboard
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Income eligibility in program activities [Technical
Guide, page 3]

Determination of household [Technical Guide, pages
5-7]

Verification of income [Technical Guide,

pages 5-7]

Wage rates and variations of pay [Technical Guide,
pages 6-7]

Other common sources of income

Projecting income forward [Technical Guide, page 5]
,.mﬂll i
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Comparing HH income to limits [Technical
Guide, pages 7-9]

Timing of income eligibility [Technical Guide,
page 8]

— Homeowner rehabilitation activities

— Homebuyer acquisition activities

— TBRA activities

— Rental activities

V. RiE.
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24 CFR 92.203 — Income Determinations
24 CFR 92.209 — TBRA Eligible Costs and
Requirements

24 CFR 92.252 — Qualification as Affordable
Housing: Rental Housing

24 CFR 92.254 — Qualification as Affordable
Housing: Homeownership Housing

24 CFR 92.504 — PJ Responsibilities: Written
Agreements, On-site Inspection
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* PJs must identify income definition in:
— Program policies and procedures

— Written agreements with subrecipients, owners,
sponsors and developers, and any other partner

e Application
— All household members, including ages

— Ask for income and asset sources for each
household member, depending upon definition
chosen

— Use signed declaration language

V. &
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¢ Required for HOME PJs (or they may approve
subrecipient /developer procedures)

¢ Must be updated over time as program and
definition of income changes

e Must describe the staff involved
¢ Include the definition of income

— Source documentation and/or other acceptable
methods for verifying income

— Calculation method “rules of thumb”

slide 29 St e

¢ Include forms to be used (local design)
— Release from household (sample in Technical
Guide)
— Income calculation worksheet for definition
chosen (samples in Technical Guide)
* Part 5, page 23

* IRS, page 39 (Note, this is not updated using the most
current IRS 1040 form and instructions)

— Third party verifications used in the program
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¢ Countincome of ALL adults who will be in residence

or part of household when HOME assistance
received

¢ Include all household members:
— Related and unrelated household members
— Temporarily absent household members

¢ “Family” is not used in HOME Program

See Technical Guide page 5

A |
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Temporarily absent members
— Examples:
* Incarcerated for a short time and will return to household
* Seasonal workers who will return
* Active military members who will return to household
— Included as household members

¢ Permanently absent members

— Example: nursing home residents, Students temporarily
away at school

— Household chooses to exclude them or not

See Technical Guide page 12 Hi
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Don’t count foster children/legal kinship guardians or foster
adults, live-in aides and children of live-in aides

— Income and/or benefits are also not counted (except unearned
income of foster children)

PJ option to count unborn children or not
— Recent change with January 2005 version of technical guide

— Suggest adding question to application on household changes
within next 12 months

Shared custody children

— Count if at least 50% of time is with household seeking HOME
assistance
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e Larger families and multi-generational
households

— Make certain all are on the application, just like
with other household members

— See income limits for calculation
» Boyfriend/girlfriend
— Make certain are on the application, or

— Document they live elsewhere through lease or
utility bills

A |
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¢ Couples who have separated or divorced

— Document separation agreement and/or divorce
decree

— Document they live elsewhere through lease or
utility bills

: .mlllL g!
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e Student Rule
— Definition of low/very low income families at §92.2 clarified
and updated to address students (adopts the Section 8
standard at 24 CFR 5.612)

— Students under age 24 do not qualify as a low income
household unless:

Independently eligible or member of income eligible household; or
Specific exceptions: veteran, married (including same-sex), has
dependent child, or is disabled and was receiving Sec. 8 assistance as
of 11/30/2005

Applies to any HOME-assisted household, regardless of activity

New households: income determinations on/after 8/23/2”?113 ‘.
Existing rental households: in place tenants are not - 'IWHA& SOBRNE
“grandfathered in,” handle at recertification -

12



¢ Starting Point: Student under age 24 is a dependent member of another

household, not an independent household

* HOME makes no distinction between PT/FT ‘

* Exception: If household is income eligible using “hometown” AMI
— Remember: Age 24+, student status has no HOME impact

Exception: Student is not a member of another household, i.e. no
one can claim student as a dependent of their household (e.g.,
emancipated minor, youth aging out of foster care, etc.)

Note: Eligible as a dependent of someone else may include non-
parental guardians

- For example, being raised by grandparents, aunt/uncle, etc.

TR | |

Additional exceptions:
— Veteran; or
— Has a dependent child; or

— Married
® 2

— Note: §5.612 includes disabled and receiving Section 8 as of
11/30/05, but no practical HOME effect

il sesye
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¢ In place students

1. In place students are members of another household

— Determine composition and income of that household

— AMII based on location of household’s primary residence

— HOME requires source documentation

2. Apply over-income tenant rules to (re-)achieve compliance
with HOME unit mix

— Varies for fixed/floating units

¢ PJs must determine income eligibility of HOME
applicants by using approved verification
procedures (either or both):

— Third-party verification

— Review of source documents (e.g., wage
statements)

See Technical Guide pages 5-6

iy,
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Two months of income sources are required
Source examples

* Pay stubs — two months of pay
* SSA letter — Annual letter

— Third party — must accompany source examples
— Note: The HOME Technical Guide says 90 days

slide 42
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* Involves employers, Social Security, public
agencies, etc.

* Provides independent verification of income
and/or asset information
— Obtain written release from household
— Send VOE forms via fax or hard copy
— Follow up if unresponsive
— Make thorough notes in file

See Technical Guide pages 5-6 -'ﬂi"'; ")
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* Enterprise Income Verification (EIV)

— Used by public housing authorities and HUD multi-family
owners

— Provides electronic information found on HUD-50058 form

— http://portal.hud.gov/hudportal/HUD?src=/program offices/pu
blic_indian _housing/programs/ph/rhiip/uivsystem

¢ The Work Number
— Used by large employers
— Fee charged for use unless nonprofit
— http://www.theworknumber.com

slide ds
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Documents include pay stubs, Social Security award letters,
etc.
— If using pay stubs, review several to determine patterns
— Verify overtime, tips and bonuses
Copies of tax returns are okay if:
— Circumstances have not changed since filing (if income likely to
remain same next year)
— Only use tax return to determine income information (not used
to determine household composition)
— If sole documentation: obtain certified IRS copy by using form
4506

15



¢ Tax returns can be helpful for:
— Establishing household composition, including
number of dependents

— Self employment income
— Identifying sources of income not reported on the
application

slide 46

* PJs may want to request several years of tax
returns for self-employed individuals in order
to see fluctuations or trends in business
income

¢ Withdrawal of cash or assets from a business
should be counted in household income.

Slide 47

* Options
— Use rate of pay and multiply by # of hours worked per
week and multiply by # of weeks worked per year; or

— Use 90 day pay stub total and multiply by 4 (assuming the
90 days covers all types of pay)
* Include increases in pay, COLAs, etc. in calculation as
appropriate
¢ Appropriate steps must be in the P)’s income
eligibility procedures

slide 48
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* Wage rate rules of thumb
—If paid for every week of the year:

* Pay rate X 2080 hours (40 hours X 52
weeks)

¢ For example:

—Ms. Jones’ pay is $13/hour and she works
full time

* $13 multiplied by 2080 = $27,040
,.mﬂll jane
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* If not paid for every week:

— Pay rate X # of hours per week X # weeks worked
per year

* For example:

—Mr. Jones works 30 hours per week at
$19/hour

* $19 multiplied by (30 X 40 weeks) =
$22,800

RINE
Slide 50

* If not paid for every week, but
quarterly pay is available (cont):
— Multiply total quarterly pay X 4

* For example:

— Mr. Jones’ mother’s pay stub shows pay for a
specific quarter
— $5,000 multiplied by 4 = $20,000

* While this methodology is allowable, actual pay
rate is best

RINE
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* Variations in pay
—If seasonal income, add months of pay +
unemployment to project 12 months
forward
* Example: 6 months of pay + 6 months
unemployment

slide 52

¢ Unemployment
— If currently receiving, verify amount received through form
in appendix and also determine number of weeks/months
left to collect
— If not currently receiving, use prior year tax return or last
two years to obtain average amount
* Self Employed
— If current information is available, use form in appendix
— If current information is not available, use prior year tax
return or last two years to obtain average income

slide 53 e cevedement

 Construction and/or seasonal employment
— Ensure all employers are included, use VOE for all
if possible
* Cash

— Review for periodic payments in checking and/or
savings account statements

— Develop and use cash verification form

See Technical Guide page 7

slide 54 e cevedement




e Zero income for a household member

— Ask household member questions about their
ability to pay rent, utilities, car payment, etc.

— Verify cash and other income they reveal

— Use IRS form 4506 or 4506T to obtain certified tax
return

— If all else fails, use self-certification form of SO

* This cannot be used as sole information for household
A |
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¢ PJs must project household’s income — “snapshot” of current
circumstances and household composition

¢ Pls should assume that current circumstances will continue
for next 12 months

— HOME takes an annual “snapshot” good for 6 months (see later
slides)

— Unlike Section 8, which requires more frequent reviews when
circumstances change

* Exception:

— Current circumstances will change within next 12 months - e.g.,
pay raises, overtime, family size or composition

]
8
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¢ Steps to projecting annual income

— Step 1: Collect appropriate income documentation

— Step 2: Ask questions about raises or other anticipated income
changes (from employer, applicant)

— Step 3: Calculate applicant household’s projected income based
upon documentation

— Step 4: Compare amount of projected income against current
HOME income limits for the household size

— Step 5: Include income limit used and date in file to document
actions

[N
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¢ Income limits are:

— Provided by geographic area
— Adjusted by household size
— Updated annually by HUD

¢ Compare household size and income
information to the appropriate HUD income
limits to determine eligibility

slide 58

 Large household limits
— 9 person HH limit = 1.40 multiplied by 4 person
HH limit
— 10 person HH limit = 1.48 multiplied by 4 person
HH limit
— 11 person HH limit = 1.56 multiplied by 4 person
HH limit

slide 59 e cevedement

¢ Steps to comparing household income to
limits:
— Locate PJ’s geographic area on income limit chart
— Find column that corresponds to number of
persons in household

— Compare verified income of household with
income limit for that household size
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* Income certification must be completed
before HOME assistance provided

* HOME requires verification dates no earlier
than 6 months prior to assistance

— At time of signature of HOME written agreement
(sometimes done in conjunction at time of
construction contract)

V. &
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¢ Income certification must be completed
before HOME assistance provided

¢ HOME requires verification dates no earlier
than 6 months prior to assistance

— Rule of thumb: Give potential homebuyers less
time to find acceptable unit to ensure 6 month
window is met

— At time homebuyer signs HOME written
agreement (e.g., loan closing)

slide 62 St e

¢ Homebuyers must qualify as low-income:
— For lease-purchase, at time agreement is signed

— For newly constructed homes, at time contract is
signed
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¢ PJs must verify income for TBRA clients at time of HOME
assistance (e.g., TBRA contract)
¢ Income recertified each year using source documents to
determine gross annual income
— If household income > low-income, household ineligible for
TBRA and must be dropped
¢ Adjusted income used to determine rental assistance
provided
— Covered in Technical Guide, Chapter 5: Calculating Assistance
Payments

dl‘ﬂ; )
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¢ PJs must verify income for rental housing
clients at time of HOME assistance (e.g., lease)

¢ Income must be recertified each year
— PJ has options for certifications

* More in HOME Rental Housing module later in
this course

W dn
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e Part 5 (Section 8) Definition of Income [technical
Guide, pages 11-15 and 20-34]

— Income inclusions and exclusions

— Assets

— Imputed asset calculation

IRS 1040 Definition of Income [Technical
Guide, pages 16-19 and 38-49]

— Income inclusions and 1040 deductions

— Assets .
RN |
LV
e Comparing the Definitions of Income
* Choosing Income Methods
¢ Rules of Thumb
-
e 24 CFR 92.2 - Definitions
* 24 CFR 92.203 — Income Determinations
-




Gross amount of anticipated income of all adult household
members

— Anticipated income: a projection of earnings and unearned
income (including $$ from assets) over the next 12 months

— Adult: head of household, spouse, and others in household over
age 18

— Gross amount: before deductions are taken
— Income inclusions: types of income to be counted
— Income exclusions: types of income not to be considered

i i
ol s

Wages, salaries, overtime, commissions, tips, and
bonuses

Net income from a business or profession

Interest, dividends, and net income of any kind from real
or personal property

Periodic payments (Social Security, annuities, regular
contributions to income)

Payments in lieu of earnings (Unemployment, TANF, etc)

See Technical Guide page 20

]
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Welfare assistance (not food stamps)

Periodic and determinable allowances,
alimony and child support

All regular pay, special and allowances for
armed forces (not hostile fire)

Earnings of temporarily absent household
members

| 4
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Earned income of minors under age 18 [unearned income (e.g.,
child support, SSl) is counted]
Earned income of live-in aides

Payments for foster care/legal kinship guardians

Lump sum additions to assets (e.g., inheritances, lottery
winnings)

Reimbursement of medical expenses

Certain increases in income of disabled household members in
HOMIE rental units or TBRA (at recertification only)

See Technical Guide pages 12, 21-22 I i Al

BONANE
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Student financial assistance (scholarships, student loans)
Hostile fire pay for active military

Training programs funded by HUD

Sporadic or temporary income (including gifts)

Reparation payments paid to those persecuted during Nazi
era

Earnings over $480 for full-time students (adults 18 years of
age and older)
Adoption assistance over $480 per adopted child

Military employees’ basic housing allowance in tax credit
projects (HERA), not a HOME Rule

| 4
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Deferred payments of SSI and veterans benefits (e.g., lump
sum payments)

Refunds/rebates by state or local law
State agency payment for care of developmentally disabled
member
Various Federal statutes exclude (only partial list see Technical
Guide page 22):

— Food stamps

— Payments to volunteers (e.g., VISTA, AmeriCorps, etc.)

— Title V of Older American Act

— Earned income tax credits
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* Household members

— George -$7.25/hour full time 52 weeks per year
and $400/month retirement

— Eloise - $7.50/hour for 18 hours per week and
$50/month from mother

— Lionel — full time student, $6/hour for 15 hours
per week for 46 weeks per year

¢ Calculate at your table
¢ See answers: Technical Guide, page 24

slide 76

¢ A cash or non-cash item that could be converted to cash
* No asset limitation in HOME Program
— PJs may have own policy on limitation
¢ Asset income must be included in annual income under the
Part 5 definition
— LIHTC program does not include assets totaling less than
$5,000; HOME considers all assets in Part 5 asset
calculation

See Technical Guide pages 13-15 i dh
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e Market value — dollar value on open market

— Do not include value of home for HOME owner-
occupied rehabilitation activities

¢ Cash value — market value minus reasonable
expenses to convert asset to cash

— Example: land worth $25,000 — cost to sell is
$2,500; value of asset is $22,500
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* If asset produces little or no income, an “imputed
asset” calculation is performed:
— Rule only applies when total cash value of all assets is
greater than $5,000

— Calculate imputed income based on a Passbook Rate
¢ Use “greater of” actual or imputed earnings

— Passbook Rate, three options
1. Use the same passbook savings rate used by their local

public housing authority (PHA);

2. 2. Use the passbook savings rate published by HUD’s Office
of Multifamily Housing; or

3. Establish its own passbook savings rate.

V. &
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¢ Household members

— Archie — Checking: $595 average 6 month balance
(non-interest bearing)

— Edith — Savings: $2695 at 3.1%

* Calculate at your table (do not forget to
compare cash value to income from assets)

* See answers: Technical Guide, page 32

Slide 80 St e

* Any asset disposed of for less than FMV during
2 years preceding income determination must
be counted as if household still owned asset

¢ Include difference between cash value of asset
and amount actually received in disposition

slide 81 St e
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HOME Program uses IRS Long Form — not short form known as
1040EZ

— Must use current IRS 1040 form and instructions on definition
Certain kinds of income are added together to get gross
income
Certain deductions are then taken to arrive at adjusted gross
income figure

— This is not “adjusted income”

— Use most current 1040 deductions
Use IRS 1040 adjusted gross income to determine program
eligibility
PJs must use the most recent IRS 1040 Instructions

See Technical Guide page 38 : m g!

Subtract applicable deductions from gross income to obtain
the household’s adjusted gross income
Deductions include, for example:

— IRA purchased that year

— Medical savings account payments

— Moving expenses

— % self employment tax

— Self-employed health insurance deduction

— KEOGH and self-employed SEP and SIMPLE plans
— Penalty on early withdrawal from savings

— Paid alimony

il
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Inclusions for gross income

— Wages, salaries, tips, etc.

— Taxable interest

— Taxable refunds, credits, etc.

— Alimony received

— Business and/or farm income (or loss)
— Capital gains or losses

— Prizes and awards

— Gambling, lottery or raffle winnings

— Taxable amount of Social Security, retirement, pension or
annuity payments

— Rental real estate, royalties, partnerships, S corporations, etc.
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e Exclusions from gross income

— Life insurance proceeds
— Inherited money or property
— Child support received

Slide 85

* Assets
— Part 5 asset calculation is not required

— Income from assets must still be counted (see
prior slide):
* Taxable interest
* Dividends

Slide 86

May use information from 1040 form
May use actual submitted 1040 form, if:
— Form is less than six months old

— “Request for Copy of Tax Form” — IRS form 4506 -
is completed and signed or the 4506T

— Circumstances listed on form will not change in 12
months

— All household members are represented

Slide 87
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¢ Household members

— Bernard - $32,000 in net income from a business

— Amy - $200/month in alimony received and
$350/month in child support received

— Gary —age 10
— Charles—age 7
e Calculate at your table
¢ See answers: Technical Guide, page 40

slide 88

* Basic differences:

— Child support received — not included in the IRS
Form 1040 definition

— Alimony payments received — included in the IRS
definition

— Part 5 definition — involves imputed income from
assets calculation

— Inheritances and insurance payments are included
in Part 5 asset calculation, but excluded from IRS
definition
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* No one right answer

* Be consistent across participants in same
activity

¢ Don't forget the difference between income
definition and income documentation

— For example, tax form 1040 can be a part of
documentation for Part 5

slide 90 e cevedement
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* If projects also funded with LIHTC, PJs must
use Part 5

¢ If PHA is managing a program, they are often
experts in Part 5

e Part 5 can be more complex to document and
calculate but rental project developers may
already have S. 8 tenants

* IRS 1040 (if households receive SS) definition
requires knowledge of the most current year

“taxable amounts” _[u,lﬂ; dh
Ll e
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¢ What is adjusted income [Technical Guide
page 53]

e Calculating adjusted income [Technical Guide,
page 53]

¢ Allowable deductions [Technical Guide, page
54-58]
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e 24 CFR 92.2 - Definitions

e 24 CFR 92.203 — Income Determinations

e 24 CFR 92.209 — TBRA Eligible Costs and
Requirements

¢ 24 CFR 92.252 — Qualification as Affordable
Housing: Rental Housing

slide 94

¢ Used to determine total tenant payment (TTP)
— A measure of household’s ability to pay housing costs
¢ Needed only for calculating:
— Subsidy and tenant’s share of rent for TBRA
— Rent for tenant whose income increases above the low-income
limit
— Amount of relocation assistance to be provided under Section
104(d)
— Rent in Low HOME Rent units (optional) and other HUD multi-
family programs (e.g., 202, 811, with project-based assistance)
¢ DO NOT use for determining eligibility

Slide 95

¢ Derived by subtracting any of five deductions
(or allowances) that apply to the household
from the household’s annual (gross) income

* Deductions:
— Elderly or disabled household
— Dependent
— Child care
— Medical expenses
— Disability assistance expenses

slide 96
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* Not all households are eligible for all
deductions

¢ To determine eligible deductions, PJs must
determine type of household:
— Elderly or Disabled household
— Family (non-elderly) household

See Technical Guide pages 53-54

(N | |
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Type of Type of HH
M“‘}“““ Elderly or | Non Elderly
Permitted Disabled or Non-
Dicabled
Elderly or Disabled .
Household
Dependent 0 *
Child Care . 0
Medical Expenses .
Disability . 0
Assistance
Expenses .
oy |
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¢ Any household in which:

— The head, spouse or sole member is 62 years of
age or older; or

— Head, spouse or sole member is person with
permanent disabilities that meet Social Security
Administration’s definition of “disabled person”

See Technical Guide pages 54-55
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* Elderly/disabled households are entitled to
deduction of $400 per household

* Non-elderly/non-disabled households are NOT
eligible for this allowance

Slide 100

Yes No

Head (59), spouse (63)

Head (40), disabled spouse (39)
Head (59), disabled son (16)
Head (59), disabled son (32)
Head (40, father (63)

Disabled head of household (51)

o o M oW N e

See answers: Technical Guide page 58 i’
|
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Deduct $480 for each household dependent

* “Dependents” are any household members
who are not the head, co-head or spouse, but
are:

— Under the age of 18 years; or

— Disabled (any age); or

— A full-time student (any age).

See Technical Guide page 55 e
ul
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* Reasonable expenses for care of child age 12
or under may be deducted from annual
income if they:

— Enable an adult family member to actively seek
employment, be gainfully employed, or further
his/her education; and

— Are not reimbursed

See Technical Guide pages 55-56
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* Elderly/disabled households ONLY may claim
unreimbursed medical expenses in excess of
3% of annual income

¢ Once household qualifies as elderly or
disabled household, medical expenses not
covered by insurance of all household
members are included in the determination

See Technical Guide page 56-57
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¢ Includes items such as:
— Physician or other health care professional services
— Services of a hospital or other health care facility
— Medical insurance premiums
— Prescription and nonprescription medicines
— Dental and eyeglass expenses
— Medical or health products or apparatus
— Live-in or periodic medical care
— Periodic payments on accumulated medical bills
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e Issued by HUD on July 15, 2004

¢ Addresses calculation of annual household
income under certain HUD programs

* Notice and Medicare Prescription Drug Card
program do not affect calculation of annual
income under Part 5

— Calculation of annual or adjusted income for the
purposes of HOME eligibility is not affected
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* Can be deducted from annual income to the
extent they exceed 3% of annual income
¢ Deduction recognizes expenses for care of

disabled person that enables disabled person
or other family member to work
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e Expenses may be deducted only if:
— They are reasonable,
— Not reimbursable,

— Do not exceed the amount of income generated
by the person enabled to work, and

— Are in excess of 3% of annual income

R | )
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For families who qualify for both medical and disability
expenses, the allowable deduction is the combined expenses
that exceed 3% of annual income

Sample calculation:

— Sherman household has $3,000 in disability expenses and
$4,000 in medical expenses

— As a result, $7,000 in expenses may be deducted to the
extent they exceed 3% of annual income

See Technical Guide pages 57-67 i
vl
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Household members

— Pearl — head of household, age 76, income
$13,500
* Prescription medication $75/month
* Medicare deduction $38.50

— Marshall — grandson, full time student
» $120/year medical expenses

Calculate at your table
See answers: Technical Guide, pages 60-61
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Adjusted income is used to calculate the

amount of TBRA assistance to a household

PJs must establish a payment standard for

each unit size (by number of bedrooms)

PJs use the payment standard and either the

Section 8 Voucher or Certificate model to

establish TBRA assistance

See Chapter Five in Income Guide for further

information i, o
aihn
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Income eligibility policies and procedures

General recordkeeping requirements

Income records for Homeowner /Homebuyer Housing
— Review of income records

¢ Income records for Rental Housing

— Ongoing income records

— Review of income records

Slide 113
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¢ Income records for TBRA
— Review of income records

¢ Record retention requirements
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e 24 CFR 92.203 — Income Determinations
e 24 CFR92.508 - Recordkeeping

fh
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PJs must have income eligibility policies and procedures
for each type of HOME activity

Include documentation of the following:
— Policies and procedures for current program design

— “Test” procedures when reviewing files and conducting self
monitoring

— Amend procedures over time based upon self monitoring

]
8
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Ensure written agreements state record keeping and
retention requirements

Ensure records are maintained
Ensure records are accurate and complete
Provide citizens reasonable access to records

— Keep personal family income records confidential

| 4
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¢ Applicant file should include:

— Application

— Number of household members and other eligibility
criteria

— Income verification documentation
— Income calculation worksheet

— Written Agreement with household
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* Are all beneficiaries low-income?

¢ |sincome eligibility calculated correctly?
— Review calculation & comparison to income limits
— Verify determinations no earlier than 6 months
* Is documentation sufficient?
— Check determination of household size
— Check source documentation
* Verification of employment
* Copies of pay stubs
* Source letters for other income (SSI, Disability)

— Review calculation & comparison to HUD income limits
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* Files should contain:
— Tenant application
— Number of household members and other eligibility criteria
— High HOME Rent or Low HOME Rent unit designation
— Method of income verification
— Income verification documentation
— Income calculation worksheet
— Tenant lease
— Documentation of termination (if applicable)

Slide 120 ekt
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¢ Annual income recertifications, PJ review and follow-up

— Source documentation at least every 6th year

¢ Documentation that the correct HOME rents are charged
for each unit based upon income eligibility

— Utility allowances are current and deducted appropriately

— If over income, documentation that unit rent was adjusted
according to the HOME rules

o i
i ”l et
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¢ Does income targeting meet HOME rules:
— Program rule (with TBRA, if applicable)
— Project rule
¢ Isincome eligibility calculated correctly?
— Review calculation & comparison to income limits
— Verify determinations no earlier than 6 months
¢ |s documentation sufficient?

— Check determination of household size

| 4
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— Check source documentation (when applicable)
* Verification of employment
* Copies of pay stubs
* Source letters for other income (SSI, Disability)
— Review calculation & comparison to HUD income limits
¢ Isincome eligibility recertified on an annual basis?

— Verify within 12 month calendar year

| 4
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* Tenant files should contain:

— Application
— Number of household members and other eligibility criteria

— Income verification documentation

Income calculation worksheet

— Total tenant payment (TTP) calculation
— Tenant lease

— Annual income recertification

— Documentation of termination (if applicable)
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¢ Does the income targeting meet HOME rules:
— Program rule (with Rental activities)

¢ Isincome eligibility calculated correctly?
— Review calculation & comparison to income limits
— Verify determinations no earlier than 6 months

 Is documentation sufficient?

— Check determination of household size
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— Check source documentation
* Verification of employment
* Copies of pay stubs
* Source letters for other income (SSI, Disability)
— Review calculation & comparison to HUD income limits

¢ Is adjusted income calculated correctly?

¢ Isincome eligibility recertified on an annual basis?

— Verify within 12 month calendar year with source
documentation
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* Homebuyer

— 5 years after project completion

— Resale/recapture records: 5 years after affordability period
terminates

¢ Homeowner

— 5 years after project completion
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¢ Rental
— 5 years after project completion

— Tenant income/rent/inspection records: most recent 5 year
period, until 5 years after affordability period terminates

¢ TBRA

— 5 years after period of rental assistance terminates
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* Next steps:

— Review your income policies and procedures
— Assess your income documentation templates/forms

— Review your files to ensure accurate and complete
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