EXH BIT L

4350. 3 CHG 27

Ear ned/
Unear ned
| ncone

3-10.

SECTION 2. Annual | ncone

Subsection A, What Inconme is Counted in
Det er m ni ng Annual | ncone

ANNUAL | NCOVE is the gross incone the Fami |y anticipates it
will receive in the 12-nonth period follow ng the effective
date of certification of income.

Total Income fromall Sources = Annual | ncone

+ | ncone = Annua
from | ncone
Asset s

NOTE: Chapter 2 of Handbook 4350.3 provides the eligibility
rules for admission to a particular project. Chapter 3
provides the rules for determining income. By referring to
"fam |y", as provided by regulation, Chapter 3 distinguishes
bet ween nmenbers of the tenant househol d and ot her persons
living in the unit (e.g., live-in attendant who is not
listed on the lease, is not a nenmber of the tenant househol d
and whose income and circunstances are not considered in
determ ning the househol d's annual incone or adjusted
inconme). Concerning eligibility to a particular project,
consult with Chapter 2.

a. The regul ations |ist exanples of inconme that are
i ncluded in Annual Inconme. They also |list specific
types of income that are excluded fromincone.
Generally, if a particular type of incone is not
specifically nentioned as being excluded, then it is
i ncl uded in Annual | ncone.

b. Exhibit 3-4 lists the types of assets that are used in
determnm ni ng Annual | ncone.

C. Exhibit 3-5 lists the types of income that are used in
determ ni ng Annual | ncone.

WHOSE | NCOVE |'S COUNTED AND WHOSE | NCOVE | S NOT
COUNTED

a. Count the incone of the individuals |isted bel ow

(1) Annual income of the head, spouse or co-head
and other adult menbers of the famly

(a) Include under this paragraph the annua
i ncome of individuals under the age of
18 who have entered into a | ease under
state law. (They will be either the
head, spouse or co-head.) Such persons



(2)

(3)

(4)

are sonetinmes referred to as enanci pat ed
mnors (e.g., a person under the age of
18 who is married). However, if an
emanci pated mnor is residing with a
fam |y as a nenber other than the head,
spouse or co-head, the individual would
be consi dered a dependent and woul d be
covered by paragraph (2) bel ow.

(b) Count only the first $480 in earnings of
a full-tinme student over the age of 18
who is not the head, co-head or spouse.
See Figure 3-1. Note that all of the
full-time student's unearned incone is
count ed.

Unear ned i ncone of children under the age of
18 who are nenbers of the famly. (This is
any income that is not enploynment incone.)
They will be listed as dependents on the 59
Data Requirenments. Also include any unearned
i ncome of:

(a) children tenporarily absent due to
pl acenent in a foster hone.

(b) <children who are away at school but who
live with the family during schoo
recesses.

NOTE: Paragraph 3-25 clarifies that when
nore than one famly shares joint custody of
a child and they both live in assisted

housi ng, only one famly can claimthe
dependent allowance. The fanily that counts
t he dependent all owance al so counts the
unearned incone of the child. The other

fam |y neither clains the dependent all owance
nor counts the unearned inconme of the child.

I ncome of Tenporarily Absent Fam |y Menbers
who are still considered Fanmily nmenbers. Read
par agraph 3-17 and consult with the famly to
det ermi ne whether the individual should be
considered a fam|ly nenber. (If this

i ndi vidual is considered a fam |y nenber,

t hen she/he would be listed on the 59 Data
Requi rements.) NOTE: The head, spouse or
co- head nust always be |listed on the 59 Data
Requi renents, even if they are tenporarily
absent.

I ncone of Persons Permanently Confined to a
Hospital or Nursing Home. Read paragraph 3-
18 and consult with the famly to determ ne
whet her the individual should be considered a
Fam |y menber. (If this individual is
considered a Fami |y nenber, then she/ he would
be listed on the 50059 Requirenments). NOTE:
Such persons may not be the Head, Co-head or
Spouse.

Do Not count the inconme of the individuals |isted



(NOTE:
the 59 Data Requirenents,
the unit are nenbers of the Famly (e.g.
foster

atten

bel ow.
menbers of the Famly.
Det erm ni ng Unit
are consi dered when deternining unit size for
househol d.)

(1)

(2)

(3)

Al

dants;

persons residing in the unit

These individuals are not consi dered

(But see paragraph 2-18,
Move-in. Such persons

t he

Si ze at

Do not count:

Any incone of a live-in-aid/attendant. (See
the definition in Exhibit 2-1 of Handbook
4350. 3 whi ch expands upon the definition of
"live-in aid" in 24 CFR 812.2, 215.1, and
236.2 as found in Exhibit 3-1.)

Any incone of a guest. Friends or relatives
who visit for short periods of tine are not
consi dered nenbers of the Fanmily. See also
par agr aph 13, General Restrictions, of the
Model | ease. This paragraph states that the
tenant agrees to pernmit other individuals to
reside in the wunit only after obtaining the
prior witten approval of the Landl ord.
Any incone of a foster child or foster adult.
Foster adults are considered to be
individuals with disabilities, unrelated to
the tenant famly, who are unable to live

al one.

FI GURE 3-1
Whose I ncone is Counted?
nmust be listed on
persons residing in

live-in
adul ts are not

but not all

children and foster

menbers of the fanmly).

Menber s

Head

Spouse

Co- Head

O her Adul t

Dependent s

-Child under
18

-Full tinme
St udent over
18 1/

Non- menber s

-Foster Child
- Foster Adult
-Live-in

At t endant

Enpl oyment O her | ncone

I ncone (including inconme
from assets)

Yes Yes

Yes Yes

Yes Yes

Yes Yes

No Yes

1/ Yes

No No

No No

No No

1/ The earned incone of a full-tine student
ol der who is not the head,
excluded to the extent that
Exhi bit 3-

old or

18 years
co- head or spouse is
it exceeds $480. (See

5.)



Subsection B. Business Rules Used in Determ ning Annua

I ncome
3-11. CALCULATI ON METHODOLOG ES TO USE | N DETERM NI NG ANNUAL
| NCOVE

a. To annualize full-tinme enploynent, nultiply:
(1) hourly wages by 2,080 hours
(2) weekly wages by 52
(3) bi-weekly amobunts by 26
(4) sem-nmonthly amounts by 24
(5) nonthly amounts by 12

b. To annualize income fromother than full-tine
enpl oynment, nultiply periodic amounts (hourly,
mont hly, bi-weekly, etc.) by the number of periods
(hours, weeks, nonths) the fam |y nenber expects
to work.

c. Use an annual wage wi thout additiona
calculations. For exanple, if a teacher is paid
$25,000 a year, use $25,000 whether the paynent is
made in 12 nonthly installnments, 9 installnents or
sonme ot her paynent schedul e.

d. Use current circunmstances to project income,
unl ess verification forns indicate that an
i mm nent change will occur. See the exanple

foll owi ng this paragraph.

EXAMPLE of Anticipated Increase in Hourly Rate

February 1 Certification Effective Date
$7. 50/ hour Current Hourly Rate
$8. 00/ hour New rate to be effective March 15

(40 hours per week x 52 weeks = 2080 hours per
year)

February 1 through March 15 = 6 weeks

6 weeks x 40 hours = 240 hours

2,080 hours mnus 240 hours = 1840 hours
(check: 240 hours + 1840 hours = 2080 hours)

Annual I ncone is calcul ated as foll ows:

240 hours x 7.50 = $ 1,800
1840 hours x 8.00 = $14, 720
Annual | nconme $16, 520

NOTE: Use the data entry procedures in Appendi x
12, Data Entry Rules for the Omer and Tenant
Dat a Requi renents.

e. If a famly indicates that incone m ght not be
received for the full 12 nonths (e.g.
unenpl oynment insurance benefit is expected to
term nate), the owner should still annualize the
i ncome and advise the famly to report any



subsequent | oss of the incone so that rents may be
recal cul ated. This way, the rent will be
cal cul ated correctly.

EXAMPLE of How to treat incone that is expected to
be received for less than 12 nonths.

Annual recertification is scheduled for 4-1-95.
Tenant's unenpl oynent benefit of $325 per nonth
term nates on 10-1-95.

Count $3,900 as unenpl oynent incone ($325 x 12
months). This will give the tenant the correct
nont hl y assi stance paynent. Instruct tenant to
report | oss of inconme when benefits are term nated.
See al so paragraph 5-11, Ower Responsibility for
Processing Interim Recertifications.

f. If an agency is reducing a famly's benefits to
adjust for a prior overpaynment (e.g., Socia
Security, SSI, AFDC or unenpl oynment benefits),
count the anount that is actually provided after
t he adj ust nent.

EXAMPLE: M. Green's Social Security
Payment of $250 per nobnth is being
reduced by $25 per nonth for a period
of 6 nonths to make up for a prior
overpaynent. Count his Socia
Security income as $225 per nonth for
the next 6 nonths and for the

remai ning 6 nonths as $250 per nonth.

3-12. VALUI NG ASSETS. In deternmining incone from assets,
owners nust use the cash value of the asset (i.e., the
anount the famly would receive if the asset were
converted to cash. Cash value is the market val ue of
t he asset mnus reasonable costs that were or would be
incurred in selling or converting the asset to cash.
Expenses whi ch may be deducted i ncl ude:

a. Penalties for withdrawi ng funds before maturity

b. Broker/| egal fees assessed to sell or convert the
asset to cash

C. Settlenment costs for real estate transactions

d. Loans on the asset (except see paragraph 3-21
i ncome froma Business)

EXAMPLE: Ms. Player owns a rental house. The nmarket value is $100, 000.
She owes $60, 000. The cost to dispose of this house woul d be $8,000. The
owner woul d determ ne the cash value as foll ows:

Mar ket Val ue $100, 000
Mor t gage anmpunt - 60, 000
40, 000

Cost of disposing of the asset
(real estate comm ssion, and other

costs of sale) - 8,000
Cash Val ue 32,000



3-13. ASSETS OANED JOI NTLY. If assets are owned by nore than
one persone prorate the assets according to their
percent age of ownership. |[If no percentage is specified
or provided by state or local |law, prorate the assets
evenly anong all owners.

EXAMPLE: Ms. Wight is an assisted housing tenant.
She and her daughter, Ms. Duncan, who lives 2,000

m |l es away, have a joint savings account. Assune
that in this exanple that State | aw does not specify
ownership. Even though either Ms. Wight or M.
Duncan could each withdraw the entire asset for her
own use, count Ms. Wight's ownership as 50% of the
account .

NOTE: |If an asset is not effectively owned by an
i ndi vidual, do not count it as an asset. See exanples
in Exhibit 3-4, paragraph B.6.

3-14. ASSETS CONVERTED TO TRUSTS. A trust is generally
considered a | egal arrangenent regul ated by state | aw
in which one party holds property for the benefit of
another. A trust can contain cash or other liquid
assets or real or personal property that could be
turned into cash. Trust assets are typically
transferred to the beneficiary upon the death of the
grantor. Chapter 3 recognizes two types of trusts,
revocabl e and nonrevocable (irrevocable trusts). See
Fi gure 3-2.

a. Revocabl e Trusts.

(1) The grantor of a revocable trust can change
this type of trust as often as s/he wi shes
and, therefore, has access to this asset at
any tinme.

(2) Count the trust as an asset under Exhibit 3-
4.

EXAMPLE of a revocabl e trust

M. Childress establishes a trust of $60,000 in his
daughter's nanme. (The daughter is not a nenber of
the household.) Because it is revocable, he can
nodify this trust at any time and have access to
it. For purposes of this exanple, the income is
either reinvested into the trust or paid to his
daughter. Treat this trust as a current asset.
Even though M. Childress does not receive the
income fromthis asset, he is required to report

t he cash val ue of the asset and the incone the
trust generates. Because it is still considered to
be an asset owned by M. Childress, it is not

consi dered an asset disposed of for less than fair
mar ket val ue.

b. Nonrevocabl e Trusts (irrevocable Trusts).

(1) This is a trust agreenent that allows an
i ndi vidual to permanently transfer assets
during his/her lifetime to soneone el se.
(2) Trusts which are not revocable by or under



the control of any nmenber of the fanmily are
not consi dered assets.

(3) Instead, the regulation requires that the
actual income distributed to the tenant
famly fromsuch a trust be counted when
determ ni ng Annual Inconme. See Exhibit 3-5.
(As with all income, this is the gross anpunt
recei ved before taxes or other deductions.)

(a) As long as the trust exists, any incone
distributed fromthe trust to the tenant
fam |y nust be counted as incone.

(b) If there is no incone distributed from
the trust, then do not count any incone

fromthe trust (e.g., inconme fromthe
trust that is reinvested into the
trust).

(4) If an asset is disposed of for less than fair
mar ket val ue by being converted to a
nonrevocabl e trust, assum ng that no
consideration is received or the
consideration which is received is |ess than
fair market value, then the owner must count
such an asset for a period of two years in
accordance with paragraph 3-16.

(a) In addition, any actual incone
di stributed fromthe nonrevocabl e trust
nmust al so be counted as incone under
par agraph (3) above. Therefore, for a
two-year period, the owner will consider
this asset for purpose of incone
conputation and, in addition, count
actual inconme distributed fromthe
nonrevocabl e trust to the tenant famly.

(b) Following the two year period, the owner

will count only the actual incone
distributed fromthe trust to the
famly.

EXAMPLE of a trust that is not revocable by or
under the control of any menber of the famly,
where the income is not distributed fromthe
trust.

M . Charaf had $100, 000, which he di sposed of by
creating a nonrevocable trust controlled by his
son. (M. Charaf's son does not live with him)
The trust produced i ncome of $8,000 in 1995, which
was reinvested into the trust. Do not count the
$8, 000 as Annual Income because M. Charaf did not
receive any income fromthis trust. Do not count
the cash value of the trust ($100,000) as a
current asset. Instead, since M. Jones disposed
of this asset for less than fair nmarket val ue,
count the asset for a period of two years in
accordance with paragraph 3-16. The owner woul d
foll ow paragraph 3-12 in valuing this asset.



EXAMPLE of a trust that is not revocable by or
under the control of any nmenber of the family. The
grantor receives the inconme distributed fromthe
trust.

Ms. Bouchard has established, within the past two
years, a nonrevocable trust in the amunt of
$35, 000 that no one in the tenant famly can
control. Inconme fromthis trust is distributed to
Ms. Bouchard. The actual incone distributed from

conti nued
Exanpl e conti nued - nonrevocabl e trust

this trust would be counted in determning Ms.
Bouchard's annual incone. For exanple, in 1996
$3,500 was distributed. Therefore, the owner
woul d count this $3,500 as annual incone to

Ms. Bouchard. Also, because Ms. Bouchard di sposed
of an asset for less than fair market val ue, the
owner rmnust count this disposition in accordance

wi th paragraph 3-16. The owner will determ ne the
cash val ue of the asset under paragraph 3-12 and
will count it as an asset disposed of for |ess

than fair market value for a period of two years.
It may appear that this procedure would require

t he owner to double-count this asset. But, first
the owner counts the asset which was di sposed of
for a period of two years and, concurrently, the
owner counts the actual inconme fromthe current
hol di ng (the nonrevocable trust).

EXAMPLE of a trust that is not revocable by or
under the control of any nenber of the tenant

fam |y, where the incone is distributed to soneone
outside the tenant famly.

Ms. Rockland is a sole nmenber of a tenant famly.
In 1995 she established a nonrevocable trust in

t he ampbunt of $50, 000 that she cannot control. She
did not receive any conpensation for this asset.
In 1995, Ms. Rockl and's son, who |ives in another
city, received $7,000 which was distributed from
the trust. Do not count the $7,000 as incone to
Ms. Rockl and, because she did not receive it.
However, do count the asset as being disposed of

FI GURE 3-2

TRUST FUNDS - GRANTOR

Revocabl e Nonrevocabl e (irrevocable)
TREAT AS AN ASSET TREAT AS | NCOVE

The grantor can change Under a nonrevocabl e trust,
this trust as often as The grantor cannot gain

s/ he wi shes and can access to this trust.

have access to this

asset at any tine. Do not treat this trust as

General ly, upon the an asset.

Count the actual



death of the grantor,
t he asset is
transferred to the
beneficiary.

Treat this trust as an
asset of the grantor
under Exhibit 3-4, no
matter who receives
the inconme fromthis

asset. |ncone
recei ved by the
beneficiary will be

counted as incone.
Nonr evocabl e (irrevocable)

TRUST FUNDS -
BENEFI ClI ARY

Revocabl e Trust

Count the actual incone
recei ved

Nonr evocabl e Trust

Count
t he actual incone received

i ncome distributed to the
famly fromthe trust in
accordance w th paragraph
A. 12 of Exhibit 3-5. Also,

count the original asset
(which was placed into
trust) as an asset disposed
for less than fair market
val ue in accordance with
par agr aph 3-16.

Regul atory reference: 24 CFR Parts 812.102, 215.1 and 236.2

state:

"(In cases where a trust fund has been established
and the trust is not revocable by or under the

control of any nmenber

of the famly, the value of the

trust fund will not be considered an asset so |ong as
the fund continues to be held in trust. Any incone
distributed fromthe trust fund should be counted

when determ ni ng Annua

I ncome. )"

Regul atory Reference: 24 CFR Parts 813.102, 215.1 and 236.2

state:

In determining Net Fam |y Assets,

Omers shall include the

val ue of any business or fanily assets di sposed of by an

applicant or tenant for
(including a disposition in trust,

| ess than fair nmarket val ue

but not in a

forecl osure or bankruptcy sale) during the two years
precedi ng the date of application for the program or

[recertification], as applicable,
consi deration received therefor.

in excess of the
In the case of a

di sposition as part of a separation or divorce settlenent,

the disposition will not

be considered to be for |ess than

fair market value if the applicant or tenant receives

i mportant consideration not

3-15. | MPUTED | NCOVE FROM ASSETS.

neasurable in dollar terns.

(Thi s paragraph does NOT

apply to famlies receiving ONLY BM R assi stance.) | f
the net fam ly assets exceed $5,000, Annual |ncome nust

i nclude the greater

a. The act ual

i ncome from assets



or

b. An inmputed inconme fromassets. Owners nust inpute
income by nultiplying total net fanmily assets by
t he passbook rate specified by HUD. Until further
notice, owners nmust use a rate of 2 percent (.02).

Figure 3-3

CALCULATI NG | NCOVE FROM ASSETS

Type of Asset TOTALS Cash Val ue of

1/

Checki ng
Account

Asset

$ 300

Savi ngs Account 2,000

Certificates of 10, 000

Deposi t

Rental Property 15, 000
Currently

Vacant
TOTALS

$ 27,300

Actual | ncone

Per Year
$ 0
115

986

$ 1,101

1/

3-16.

Since total assets in this exanple exceed $5,000, the owner

nust cal culate the inputed income. 1In this exanple, the
owner would multiply the Net Fam |y Assets of $27,300 by
.02, totaling $546. The owner will enter this amount as the
i mputed i nconme on assets in the 59 Data Requirenents. The

i ncome fromassets to be included in Annual Income will be

$1,101 in this exanple since the actual inconme received is
greater than the inputed income on net famly assets ($1, 101
is greater than $546.).

These are the assets owned by the entire Fanmily.

ASSETS DI SPOSED OF FOR LESS THAN FAI R MARKET VALUE

W THI N TWO YEARS OF THE EFFECTI VE DATE OF THE
CERTI FI CATI ON OR RECERTI FI CATI ON, includi ng assets put
into a nonrevocable trusts. (This paragraph does NOT
apply to families receiving only BMR assi stance.)

NOTE: This paragraph applies to famly assets and
busi ness assets.

a. Applicants and tenants nust declare whether an
asset has been di sposed of for less than fair
mar ket val ue at each certification and



recertification.

b. Assets are considered to be disposed of for |ess
than fair market value if the cash value of the
di sposed asset exceeds the gross ampbunt the famly
received by nore than $1, 000.

C. In such cases, owners nust include the whole
di fference between the cash value of the asset and
t he anpunts received. |If the difference is |ess

t han $1, 000, ignore it.

NOTE: Use cash value if there are costs incurred
in disposing of the asset. See paragraph 3-12 on
how to deterni ne cash val ue.

d. Do consi der:

(1) Assets disposed of for less than fair market
val ue when they are placed into a
nonrevocabl e trust (assum ng that no
consideration is received or the
consi deration which is received is |less than
cash value) See also paragraph 3-14b for a
further discussion of nonrevocable trusts.
NOTE: Anmpunts received through settlenents
or judgnents that are placed into
nonrevocabl e trusts on behalf of a menber of
the fam |y are not considered as assets
di sposed of for less than fair market val ue.
EXAMPLE: M. and Ms. Taylor's daughter
Amanda, was injured in a car accident. She
received a settlenent of $300,000 to
conpensate her for injuries and future |oss
of incone. The attorney handling the case
set up a nonrevocable trust of $300,000 for
the benefit of Amanda. This trust is not
under the control of any nenber of the tenant
fam ly. Count only the actual incone
distributed fromthe trust to Amanda.

(2) Business assets that are no |onger part of an
active business that are disposed of for |ess
than fair market value. (Business assets are
excluded fromnet famly assets only while
they are part of an active business.)

e. Do NOT consi der assets di sposed of for |less than
fair market value as a result of:

(1) foreclosure

(2) bankruptcy, or

(3) a divorce or separation agreenent if the
applicant or tenant receives inportant

consi deration not neasurable in dollars.

EXAMPLES OF ASSETS DI SPOSED OF FOR LESS THAN
FAI R MARKET VALUE

EXAMPLE: On 7/5/95, M. and Ms. C ark deeded
their house to their daughter, who paid them



$5,000 for it. Conpute the cash value of the
house as described in paragraph 3-12, Val uing
Assets. On any recertification or
certification effective on or before 7/4/97,
count as an asset the difference between the
cash value and the $5,000 the C arks received.

conti nued- -

EXAMPLES OF ASSETS DI SPOSED OF FOR LESS THAN
FAI R MARKET VALUE- - Conti nued

EXAMPLE: Ms. Roulliard sells her hone and
recei ves $100, 000 after the costs of sale and
nort gage pay-off. She places the entire
ampbunt into a nonrevocable trust, which her
children control and she does not receive any
consi deration. Count $100,000 as an asset for
two years, because it is an asset disposed of
for less than fair market val ue.

NOTES: 1) If the trust distributes incone to
Ms. Roulliard or to anyone in the tenant
famly, then the owner also will count the
actual incone distributed in deternmining the
famly's total annual incone.

2) However, had Ms. Roulliard placed
the proceeds into a revocable trust, it would
have been counted as an asset as long as the
trust exists (and the 2-year requirenent for
counting assets disposed of for less than fair
mar ket val ue woul d not apply). See paragraph
3-14.

EXAMPLE: Ms. Pointdexter had $8,000 in the
bank. She decided to give half of it to her
daughter and to keep the other half. The fair
mar ket val ue of the disposed of asset is

$4, 000, which exceeds the anpbunt she received
by nmore than $1,000 ($4,000 mnus $0 equal s
$4,000). Therefore, the owner is required to
count the $4,000 she gave to her daughter as
an asset for a period of two years. The other

EXAMPLES OF ASSETS DI SPOSED OF FOR LESS THAN
FAI R MARKET VALUE - CONTI NUED

EXAMPLE: M. Gant had a stanp collection

val ued at $999 whi ch he gave to his son. Since
the fair market value of the stanp collection
is less than $1,000, the difference between
the fair market value and the anpunt

received will be less than $1,000. Therefore
this woul d not be considered an asset disposed
of for less than fair market val ue because its
value is less than $1, 000.

EXAMPLE: Ms. Tenpleton had nutual funds
with a market value of 1,001, which she gave
to her daughter. Since the difference between
the market value ($1,001) and the anpbunt she
received ($0) is $1,000 or greater, the owner



must count $1,001 in nutual funds as an asset
for two years. (Assune for this exanple that
there were no commissions that Ms. Tenpl eton
had to pay since she paid them when she
purchased the shares in the fund and that
there are no fees for closing the account.)

Regul atory Reference: 24 CFR Parts 813. 102, 215.1 and 236.2
Sstate:
In determ ning Net Fam |y Assets, Omers shall include the
val ue of any business or fanily assets di sposed of by an
applicant or tenant for |less than fair market val ue
(including a disposition in trust, but not in a
forecl osure or bankruptcy sale) during the two years
precedi ng the date of application for the program or
[recertification], as applicable, in excess of the
consi deration received therefor. |n the case of a

Regul at ory Reference conti nued:

di sposition as part of a separation or divorce settlenent,
the disposition will not be considered to be for |less than
fair market value if the applicant or tenant receives

i mportant consideration not neasurable in dollar terns.

3-17. | NCOVE OF TEMPORARI LY ABSENT FAM LY MEMBERS. Owners
nmust decide if the absent person still qualifies as a
Fam |y nmenber. |f the individual does, he or she nust

be listed on the 59 Data Requirenents and all of

hi s/ her income nust be included, even if part of it is
not available to the Famly. If the individual does
not qualify as a Fanmily nmenber, he/she is not listed on
the 50059 Data Requirenments and his/her inconme nmust not
be count ed.

NOTE: The owner nust count the incone of the head and
any co-head or spouse if they are tenporarily absent.

EXAMPLES OF | NCOVE OF TEMPORARI LY ABSENT FAM LY MEMBERS

EXAMPLE A Family nenber accepts tenporary enpl oynent
in another location and retains a portion of
the incone to cover living expenses in the
new | ocation. The full anmount of the incone
nmust be included in annual incone.

EXAMPLE: A Family nenber is temporarily confined to a
hospital or nursing home. All income
received by or for that person nust be
i ncluded. (See paragraph 3-17 for
i ndi vi dual s permanently confined.)

EXAMPLES OF | NCOVE OF TEMPORARI LY ABSENT FAM LY MEMBERS
conti nued- -

EXAMPLE: A son or daughter goes on active mlitary
duty and retains the parents' hone as a | ega
residence. If this person | eaves dependents
or a spouse in the unit, the mlitary pay
nmust be included in annual income. (Except
pay to a fam |y nenber exposed to hostile
fire is excluded from Annual |ncone. See
Exhibit 3-5.) |If no dependents or spouse are



3-18.

3-19.

EXAMPLES
PAYNMENT) :

EXAMPLE:

left in the unit, the son or daughter should
not be considered a Family nmenber and the
owner rnust not include that person's incone
i n annual inconme, nor nmay the owner include
any adjustnments to Annual Inconme for that

i ndi vi dual under Section 3 of this Chapter
(paragraphs 3-24 through 3-29).

| NCOVE OF PERSONS PERMANENTLY CONFI NED TO A HOSPI TAL OR
NURSI NG HOME. These persons may NOT be named

as fanm |y head, spouse or co-head. The famly

may choose to

a. I ncl ude the absentee individual as a nenber of the
Fam |y and thus include incone attributable to
such individual as income and take advantage of
any allowances to Annual |nconme for which the
i ndi vidual would qualify; or

b. Excl ude the absentee individual as a nenber of the
Fam |y and thus not include the incone
attributable to such individual and not take any
of the deductions for which the individual would
qual ify.

Subsection C. Expl anati ons of Certain Types of |ncone

LUMP SUM RECEI PTS. (These are one-tine receipts which
are counted as assets.)

a. Lunmp sumrecei pts include inheritances, capita
gains, one-time lottery winnings, victims
restitution; settlements on insurance clains
(including health and acci dent insurance; worker's
conpensation; and personal or property |osses);
and any other ampunts that are received in a one-
time (lunp sum paynent.

b. Count as an asset any amount that is deposited
into a checking or savings account or other asset
listed in paragraph A of Exhibit 3-4. The owner
will obtain this information at the regularly
schedul ed recertification. However, see paragraph
5-8, Tenant's Obligation to Report Interim
Changes. It is possible that a lunp sumthat is
converted to assets may be |l arge enough to require
the Family to report an increase in incone before
t he next regularly schedul ed annua
recertification. But this requirenent to report
an increase in incone before the next annua
recertification would not apply if the inconme from
the asset were not neasurable by the tenant (e.g.
U.S. Savings Bonds, gens, stanp coll ection).

OF LUMP SUM ADDI TI ONS TO FAM LY ASSETS ( ONE- TI ME

Ms. Wettig won $500 in the lottery and received
it in one paynent. Do not count the $500 as
income. At Ms. Wettig's next annua
recertification, she will report all of her
assets.



EXAMPLE:

3-20.

Ms. LaRue won $25,000 in the lottery. She buys
a car with some of the noney, and puts the
remai ni ng amount of $14,000 in the bank. Ms.
LaRue receives her first bank statement and
notices that the incone on this asset is $52 per
nonth. She woul d be required under paragraph 5-
8 to report this increase in income because the
Fam |y has experienced a cumul ative increase in
i nconme of nore than $40 per nonth. The owner
woul d performan interimrecertification and
count the greater of the actual or imputed
income on this asset (since the net famly
assets are greater than $5,000).

DELAYED PERI OD RECEI PTS ( DEFERRED PERI ODI C RECEI PTS).
Count del ayed periodic recei pts as Annual |ncone.
These are anpunts received in one anpunt but were
supposed to be paid periodically (e.g., unenpl oynent
benefits). Such receipts are provided in one anmount
because of circunstances such as processing del ays.

NOTE: Del ayed periodi c paynments of suppl enment al
security benefits and social security benefits that are
received in a lunp sum are excluded from Annual | ncone.
See Exhibit 3-5, paragraph B.15.

Periodic is commonly
defi ned as:
recurring at regular intervals;

intermttent; occurring from
time to time

a. Typi cal ly, del ayed periodic receipts follow periods of
reduced i ncone. Depending on individual circunstances,
the tenant nmay or nmy not request an interim
recertification for the period in which s/he is
experiencing reduced i ncome. The owner's actions on
treating the delayed periodic receipt will vary
dependi ng on whet her or not the owner perfornmed an
interimrecertification when the tenant experienced a
reduction in income.

(1) |If the owner processed an interimrecertification
for the period in which the resident had reduced
i ncome, the owner rnust process another
recertification when the resident reports the
del ayed periodic receipt. See the exanple at the
end of this paragraph. See al so paragraph 5-12
for the effective date of interim adjustnents.

NOTE: The tenant is obligated by the |ease to
report certain changes in Famly inconme and
conposition that occur between regularly schedul ed
recertifications. (See paragraph 5-8).

(2) If the resident did not request an interim
recertification for the period in which the Famly
had reduced i ncome, the owner should not include
the del ayed periodic receipt in Annual |nconme. See
the exanple at the end of this paragraph

b. If the delayed periodic receipt was intended for a



period(s) during which the individual was not living in
assi sted housing, do not treat the ampunt as incone.
Instead treat the anobunt as a one-tinme (lunp sum
recei pt under paragraph 3-19.

FI GURE 3-4

DI STI NGUI SHI NG BETWEEN DELAYED PERI ODI C
RECEI PTS AND LUMP SUM RECEI PTS

Ask: Was the ampunt received
supposed to be paid in periodic
anount s?

YES

Treat the

del ayed periodic
recei pt as

i ncome under

par agr aph 3- 20.

But if the

del ayed periodic
recei pt covers a
period during
whi ch the

i ndi vi dual was
not living in
assi sted

housi ng, treat
this receipt as
a one-tinme lunp
sum not as

i ncorme.

NO

The tenant wil |
report all assets
at the next

regul arly
schedul ed annua
recertification.
This will include
any anount from
the | unp-sum
payment that is
pl aced into an
account or other
asset listed in
Exhi bit 3-4. (But
see paragraph 5-
8.)

EXAMPLE OF HOW TO TREAT
DELAYED PERI ODI C RECEI PTS

NOTE: See paragraph 5-11 of Handbook 4350.3, Owner
Responsi bility for Processing Interim Recertifications.

Tenant | oses her job on 5/20/95. Unenploynment benefits are
del ayed. On 7/10/95, the tenant receives a del ayed periodic



recei pt of $600 for 5/21/95 through 7/7/95. Beginning 7/8/95,
the tenant receives $100 per week in unenploynent benefits.

EXAMPLE #1: THE OWNER PROCESSES AN | NTERI M RECERTI FI CATI ON TO
REFLECT THE LOSS OF | NCOVE BEFORE RECEI PT OF THE UNEMPLOYMENT
BENEFI TS

After the tenant receives the del ayed periodic paynent in

July, the owner processes an interimrecertification to

reflect the paynent of the unenploynment benefits. The interim
recertification is effective 9/1/95. See the conputation of
Annual I ncome below. Note that the owner annualizes incone,

as required by paragraph 3-11, and reninds the tenant that
s/he nmust conme in for an interimrecertification when s/he
gets a job.

$ 600 del ayed periodic receipt (count the
actual amount received)
+ 5,200 $100/ week unenpl oyment (Annualize the
unenpl oynent benefit)
$ 5,800 Annual Income from Unenpl oyment

EXAMPLE #2: THE OWNER DOES NOT PROCESS AN | NTERI M
RECERTI FI CATI ON TO REFLECT THE LOSS OF | NCOVE BEFORE RECEI PT
OF THE UNEMPLOYMENT BENEFI TS

Exanpl e 2 conti nued- -

After the tenant receives the del ayed periodic receipt in
July, the owner processes an interimrecertification. The
interimis retroactive to 6/1/95. Annual Incone is detern ned
as follows: $5,200 (52 weeks tinmes $100 per week.)

3-21. | NCOVE FROM A BUSI NESS. | ncl ude:
a. Sal aries paid to adult famly nenbers;
b. Cash or assets withdrawn by any fam |y nmenber -

except to the extent that the withdrawal is the
rei mbursenment of cash or assets the famly
i nvested in the business; and

c. Net income fromthe business. Wen conputing net
i ncome, owners:

(1) My deduct:

(a) business expenses;

(b) interest paynments on |oans (unless the
expenses or |oans are for business

expansion or capital inprovenent); and

(c) depreciation conputed on a straight-1ine

basi s.
NOTE: If net income from a business is negative,
it would be shown as zero i ncone. It would not be

used to of fset other incone of the Famly.
(2) May NOT deduct:

(1) principal paynents on |oans;



(2) expenses for business expansion; or
(3) outlays for capital inprovenents.
3-22. ALl MONY AND CHI LD SUPPORT.

a. For Alinony Received by a Menber of the Family. Count
the amount specified in a divorce settlenment or
separati on agreenent unless the applicant:

(1) Certifies the income is not being provided; and

(2) Has nmade reasonable effort to collect the amunts
due, including filing with courts or
agenci es responsi ble for enforcing paynents.

NOTE: Child support paid by a private source to the
state child support enforcenent agency can be passed on
to the Famly in different ways. These anounts nust be
counted as Annual Incone. |In sone states this will be
shown as part of the AFDC grant and in others it wll
be shown as a separate "pass-through" anount.

EXAMPLES:
EXAMPLES:
St andard Grant $427/ nmont h
Chi |l d Support 100/ mont h
TOTAL RECEI VED $527/ nont h
St andard Grant $427/ nont h
$50 "pass- 50/ nont h
t hr ough”
TOTAL RECEI VED $477/ nont h

b. Alimony or child support paid by a nenber of the Family
is counted as incone, even if it is garnished from
wages.

EXAMPLE: M. Graevette pays $150 per
nmonth in child support. It is garnished
fromhis monthly wages of $950. After the
child support is deducted from his salary,
he receives $800. The owner mnust count
$950 as M. Graevette's nmonthly incone.

3-23. | NCOVE RECEI VED BY A RESI DENT OF AN | NTERMEDI ATE CARE
FACI LI TY FOR THE MENTALLY RETARDED OR FOR THE
DEVELOPMENTALLY DI SABLED (I CF/ MR/ DD). This not a HUD
term This title reflects the term nol ogy used by
state departnents of nmental health, devel opnenta
disabilities and substance abuse for facilities which
recei ve Medicaid funds on behalf of their residents.
Where Medicaid pays the ICFH/ MR DD directly for services
and rent and pays the resident only a small persona
al  owance (e.g., $50 per nonth), determ ne annua
i ncome as foll ows:

a. Add t he amount being paid directly to the facility
on behal f of the tenant;

b. Add all incone the tenant receives from sources



ot her than SSI (e.g., wages, training workshops,
interest incone, etc,) that is not excluded from
i ncome by Exhibit 3-5.

c. Subtract the personal allowance the individua
receives;

NOTE: SSI is reduced when the individual earns above a
speci fied amount. |If SSI is reduced, then the
i ndi vidual may request an interimrecertification

EXH BIT 3-4
ASSETS
USEFUL REFERENCES

SUBJECT PARAGRAPH
Counting Income from Assets

in Determ ning Annual | ncone 3-9
Val ui ng Assets 3-12
Assets Omed Jointly 3-13
| mputed I ncone from Assets 3-15
Speci al Rul es When Assets are Disposed of 3-16
Lunmp Sum Recei pts (one-tinme receipts) 3-19

NOTE: There is no asset limtation for participation in HUD
assi sted housing prograns. However, the definition of annua
i ncome includes net income fromfanily assets

A Net Fami |y Assets |nclude:

1. Cash held in savings and checki ng accounts, safe deposit
boxes, homes, etc. For savings accounts, use the current
bal ance. For checki ng accounts, use the average bal ance for
the last six nmonths. Assets held in Foreign countries are
consi dered assets.

2. Revocabl e Trusts. Include the cash value of any revocable
trust available to the household. See discussion of trusts
i n paragraph 3-14.

3. Equity in Rental Property or O her Capital Investnents.
Include the current fair market value less: (a) any unpaid
bal ance on any | oans secured by the property; and (b)
reasonabl e costs that would be incurred in selling the asset
(e.g., penalties, broker fees, etc.)

NOTE: |If the person's main business is real estate, then
count any income as business incone under paragraph 3-21
Do not count it as an asset and as busi ness incone.

4. St ocks, Bonds, Treasury Bills, Certificates of Deposit,
Money Mar ket Accounts.

5. I ndi vi dual Retirenment and Keogh Accounts. These are
i ncl uded because the hol der has access to the funds, even
t hough a penalty may be assessed. |If the individual is



EXAMPLE:

wi t hdrawi ng from the account, determi ne the anmount of the

asset

by using the average bal ance for the previous 6

nonths. (Do not count wi thdrawals as incone.)

Pham has a Keogh

account val ued at $30,000. When
she turns 70 years ol d, she begins
wi t hdrawi ng $2, 000 per vyear.
Continue to count this account as
usi ng the gui dance in

par agraph 3-12, Val uing Assets. Do

an asset

not

as i ncone.

6.

EXAMPLE:

count the $2,000 she withdraws

Retirenment and Pensi on Funds.

a. While the person is enployed. Include only amounts the
famly can withdraw without retiring or term nating
enpl oyment. Count the whol e anpbunt | ess any penalties
or transaction costs. Follow paragraph 3-12 on
determ ning the val ue of assets.
At retirenment; termination of enploynent or withdrawal. Periodic

recei pts from pension and retirenent funds are counted as incone.
Lunp sumreceipts frompension and retirenment funds are counted
as assets. Count the ampbunt as an asset or as incone as provided

bel ow.

1) If benefits will be received in a |unp sum
i nclude the lunp sumreceipt in Net Family Assets.

2) If benefits will be received through periodic
paynments, include the benefits in annual incone.
Do not count any renmining anpbunts in the account
as an asset.

3) If the individual initially receives a lunp sum

benefit followed by periodic paynents, count the
unp sum benefit as an asset as provided in the
exanpl e bel ow and treat the periodic paynent as
i ncome. In subsequent years, count only the
peri odi ¢ paynent as income. Do not count the
remai ni ng anount as an asset.

NOTE: This paragraph and the exanpl e bel ow assune
that the lunp sumreceipt is a one-tine receipt
and that it does not represent del ayed periodic
paynments. However, in situations in which a |lunp
sum payment does represent del ayed periodic
paynments, then the anmpbunt woul d be considered as

i ncome and not an asset.

Upon retirenent, Ms. Reilly

receives a lunp sum anount of $15, 000,
plus she will receive an annuity of $350

per

nmonth. Count the $15, 000 anmpbunt she

recei ved as an asset and count the $350 as

i ncone.

Count only that portion of the

$15,000 receipt that is placed into an

asset

7.

listed this Exhibit.

Cash Val ue of Life Insurance Policies Available to the
I ndi vi dual Before Death (e.g., the surrender value of a



10.

whole life policy or a universal life policy.) It would not
include a value for terminsurance, which has no cash val ue
to the individual before death.

Personal Property Held as an Investnment. |nclude gens,
jewelry, coin collections, or antique cars held as an

i nvestment. An applicant's wedding ring and ot her persona
jewelry are NOT considered assets.

Lunp sum receipts or one-tinme receipts. (See explanation in
par agraph 3-19.) These include inheritances, capital gains,
one-tinme lottery winnings, victims restitution; settlenments
on insurance clains (including health and acci dent

i nsurance; worker's conpensation; and personal or property

| osses); and any other ampunts that are not intended as

peri odi ¢ paynents.

A Mortgage or Deed of Trust Held by an Applicant.

a. Payments on this type of asset are often received as
one conbi ned paynent of principle and interest with the

i nterest portion counted as income fromthe asset.

b. This conbined figure needs to be separated into
specific principle and interest portions of the
payment. (This can be done by referring to an
anortization schedule that relates to the specific term

and interest rate of the nortgage.)

C. To count the actual incone for this asset, use the
interest portion paid on the anortization schedule for
the 12 nonth period following the certification

d. To count the inputed income for this asset, deternine
the asset value at the end of the 12 nonth period
following the certification. Since this amunt will
continually be reduced by the principle portion paid
during the previous year, the owner will have to

determ ne this amount at each annua
See the follow ng exanpl e:

EXAMPLE Conputation of I|nmputed | ncone:
An el derly tenant sells her home and
hol ds the nortgage for the buyer. The
cash value of the nortgage is $60, 000.
The conbi ned paynent of principle and
i nterest expected to be received for

t he upcom ng year is $5,000. The
anortization schedul e breaks that
payment into $2,000 in principle and
$3,000 in interest. |In conpleting the
asset incone cal cul ation, the cash

val ue of the asset is $60,000 and the
proj ected annual incone fromthat asset
is $3,000. Each subsequent year, the
cash val ue of the asset should be
reduced by the principle portion paid
of the anortization schedule. 1In this
exanple, it would be reduced to $58, 000
after the first year. The owner would
multiply this anount by the passbook
savings rate provided by the HUD Field
O fice under paragraph 3-15.

recertification.



Regul atory References. (These references are current as of
t he date of publication. Readers should refer to the |atest
edition of the Code of Federal Regul ations.) 24 CFR Parts
812. 102, 215.1 and 236.2 define Net Fam |y Assets as:

Net cash val ue after deducting reasonable costs that woul d be
i ncurred in disposing of real property, savings, stocks,
bonds, and other fornms of capital investnent, excluding
interests in Indian trust land and the equity in a housing
cooperative unit in which the famly resides. The val ue of
necessary itens of personal property such as furniture and
aut onobi | es shall be excl uded.

(I'n cases where a trust fund has been established and the
trust is not revocable by or under the control of any nenber
of the famly, the value of the trust fund will not be

consi dered an asset so long as the fund continues to be held
in trust. Any incone distributed fromthe trust fund should
be counted when determn ning Annual |ncone.)

In determ ning Net Fam |y Assets, owners shall include the

val ue of any business or fanm |y assets disposed of by an
applicant or tenant for less than fair market val ue (including
a disposition in trust, but not in a foreclosure or bankruptcy
sale) during the two years preceding the date of application
for the programor recertification, as applicable, in excess
of the consideration received therefor. 1In the case of a

di sposition as part of a separation or divorce settlenent, the
di sposition will not be considered to be for less than fair
mar ket value if the applicant or tenant receives important
consi deration not neasurable in dollar terms.

B. Net Family Assets DO NOT incl ude:

| MPORTANT: The owner does not conpute inconme from any assets in
t hi s paragraph.

1. Necessary personal property (clothing, furniture, cars,
weddi ng ring, vehicles specially equipped for persons wth
disabilities)

2. Interests in Indian trust |and

3. Termlife insurance policies (i.e., where there is no cash
val ue)

4. Equity in the cooperative unit in which the famly lives

5. Assets that are part of an active business. "Business" does

NOT include rental of properties that are held as investnent
and not a main occupation.

EXAMPLE: M. and Ms. Hines own a copier and
courier service. None of the equipnent that they
use in their business is counted as an asset
(e.g., the copiers, the FAX nachines, the

bi cycl es).

EXAMPLE: Ms. Washington rents out the hone that
she and her husband lived in for 42 years. This
home is not an active business asset. Therefore,
it is considered an asset and the owner nust

deternmi ne the annual inconme that Ms. Washi ngton



receives fromit.

6. Assets that are NOT effectively owned by the applicant. That
is, when assets are held in an individual's nane but:

a. the assets and any income they earn accrue to the
benefit of soneone else who is not a nenber of the
househol d; and

b. that other person is responsible for income taxes
incurred on inconme generated by the assets.
NOTE: Nonrevocable trusts (i.e., irrevocable trusts) are

not covered by this paragraph. See paragraph 3-14.

EXAMPLE: Assets held pursuant to a power of
attorney because one party is not conpetent to
manage the assets or assets held in a joint
account solely to facilitate access to assets
in the event of an energency.

EXAMPLE: M. Cunmbow and his daughter, Ms.

Bor nscheuer, have a bank account with both
nanes on the account. Ms. Bornscheuer's nane
is on that account for the conveni ence of her
father in case an energency arises that would
result in Ms. Bornscheuer handling paynents
for her father. M. Bornscheuer has not
contributed to this asset, does not receive
interest incone fromit, nor does she pay
taxes on the interest earned. Therefore, M.
Bor nscheuer does not own this account. If Ms.
Bor nscheuer applies for assisted housing, the
owner should not count this account as her
asset. This asset belongs to M. Conbow and
woul d be counted entirely as the father's
asset should he apply for assisted housing.

7. Assets that are not accessible to the applicant and provide
no income to the applicant. Nonrevcoable trusts are not
covered under this paragraph. See paragraph 3-14.

EXAMPLE: A battered spouse owns a house with her
husband. Because of the donmestic situation, she
receives no incone fromthe asset and cannot convert
the asset to cash.

EXH BIT 3-5
ANNUAL | NCOVE

USEFUL REFERENCES

SUBJECT REFERENCE
Whose I ncone is Counted 3-10. a.
Figure 3-1
Whose I nconme is not Counted 3-10. b.
Figure 3-1
What | ncorme i s Counted Exhi bit 3-5, paragraph A

What | nconme is not Counted Exhi bit 3-5, paragraph B



Regul atory Reference: See 24 CFR 813.106(a),
236.3(a) and 215.21(a) for the definition of
annual incone:

Annual inconme is the anticipated total incone
fromall sources received by the fam |y head
and spouse (even if tenporarily absent) and
by each additional nenber of the famly,
including all net inconme derived from assets
for the 12-nonth period follow ng the
effective date of certification of incone,
exclusive of certain types of incone.

A ANNUAL | NCOVE | NCLUDES:

1. I nterest, dividends and other income fromnet fanily assets
(including income distributed froma nonrevocable trust).
Par agr aph 3-14 explains howto treat income distributed from
a nonrevocabl e trust.
2. a. The gross amount (before any payroll deductions) of
wages and sal aries, overtime pay, conm ssions, fees,
ti ps, bonuses, and other conpensation for persona
services of all adults in the household (including
persons under the age of 18 who are the head, spouse or
co-head). Includes salaries of adults received froma
fam | y- owned busi ness.

b. Net income, salaries and other anounts distributed from
a business. (See Paragraph 3-21 for guidance on how to
cal cul ate these anopunts.)

3. The gross ampunt (before deductions for nedicare, etc.) of
periodi c social security paynents. |nclude paynents
recei ved by adults on behal f of individuals under the age of
18 or by individuals under the age of 18 for their own
support. (But see Exhibit 3-5, paragraph B.17, Anpunts that
are received on behalf of soneone who does not reside with
the famly.)

NOTE: |If the Social Security Adm nistration is reducing a
famly's benefits to adjust for a prior overpaynent, count
the ampunt that is actually provided after the adjustnent.
See exanpl e in paragraph 3-11.

4, The full anpunt of annuities, insurance policies, retirenent
funds, pensions, disability or death benefits and other
simlar types of periodic receipts, (e.g., Black Lung Sick
Benefits, Veterans Disability, Dependent |Indemity
Conpensation (w dow of Killed in Action servicenman).

Count the total anpunt of such anmounts received. Do not
reduce the anmount by any anounts the individual previously
paid into the account in order to receive the pension
annuity or insurance policy. See also the discussion in
Exhi bit 3-4, paragraph A 6b, Retirenment and Pension Funds at

retirement; termnation of enployment or withdrawal. It
supports this paragraph by stating that periodic anbunts are
treated as incone. It also covers |lunp sumreceipts from

pensi ons and annuities, which are treated as assets.

5. Del ayed Periodic paynents recei ved because of delays in
processi ng unenpl oynent, welfare or other benefits. These



are paynents that woul d have been paid periodically, but
were paid in lunp sum because of circunstances such as
processi ng del ays. (See paragraph 3-20.) Also, see Exhibit
3-5, paragraph B.15, for the exclusion of deferred period
paynments of supplenmental security income and social security
benefits that are received in a |unp sum paynent.)

6. Payments in |ieu of earnings, such as unenpl oynment and

di sability conpensati on, workers' conpensati on and severance

pay. Any paynents that will begin during the next 12 nonths

nmust be incl uded.
7. Wel fare assi stance

a. If the paynent includes an anmount specifically
designated for shelter and utilities and the welfare
agency adjusts that ampunt based upon what the fanmly
is currently paying for shelter and utilities, specia
calculations are required for certain tenants. (See
Exhibit 3-3.)

b. If the welfare agency is reducing a famly's benefits
to adjust for a prior overpaynent, count the anpunt
that is actually provided after the adjustnment. See
exanpl e in paragraph 3-11

8. Ali mony and child support received by the household, unless

exclusion of these anobunts is justified by paragraph 3-22.

9. Alimony or child support paid by a nenmber of the household
is counted as incone, even if it is garnished from wages.

EXAMPLE: M. Graevette pays $150 per

nmonth in child support. It is garnished

fromhis monthly wages of $950. After the
child support is deducted from his salary,
he recei ves $800. The owner nust count
$950 as M. Graevette's monthly incone.

10.

11.

12.

Recurring nonetary contributions or gifts regularly received
frompersons not living in the unit. Except, exclude from
Annual | ncome recurring nonetary contributions that are paid
directly to a child care provider by persons not living in
the unit. See explanation for this exclusion in paragraph
B.17 of this Exhibit 3-5. Also, exclude gifts of groceries
in paragraph B.1 of this exhibit.

Rel ocati on paynments made pursuant to Title Il of the

Uni form Rel ocati on Assistance and Real Property

Acqui sition Policies Act of 1970.

Actual incone distributed fromtrust funds that are not
revocabl e by or under the control of any nenber of the
tenant family. See discussion in paragraph 3-14.

NOTE: Even if famly assets exceed $5,000, use actua
income distributed fromthe irrevocable trust.

WHAT | S EXCLUDED FROM ANNUAL | NCOVE

Meal s on wheel s or other progranms that provide food for the
needy; groceries provided by persons not living in the
househol d; and amounts received under the School Lunch Act
and the Child Nutrition Act of 1966 (including reduced



l unches and food under Special Supplenmental Food Program for
Worren, Infants and Children (WCQ).

2. Amounts paid by a State agency to a famly with a
devel opnental ly disabled fam |y nenber living at honme to
of fset the cost of services and equi prent needed to keep the
devel opnental |y di sabled fam |y nenber at hone.

3. Grants or other ampunts received specifically for:

a. Medi cal expenses (including nedicare prem unms paid by
an outside source).

b. Set aside for use under a Plan to Attain Self
Sufficiency (PASS) and excl uded for purposes of
Suppl enental Security Incone (SSI) eligibility.

NOTE: A PASS pernits a person with disabilities who is
recei ving Suppl emental Social Seacurity (SSlI), and who
is also receiving other incone, to set aside a portion
of the other income in order to achieve a work-rel ated
goal

c. Qut of pocket expenses for participation in publicly
assisted prograns. Such anpunts nmust be nade solely to
allow participation in these prograns. These expenses
i ncl ude speci al equi pnent, clothing, transportation
child care, etc.

4. The full anount of student financial assistance either paid
directly to the student or to the educational institution
(This includes schol arships, grants, fellowshi ps and any
ot her kind of student financial assistance.) It does not
matter what the assistance is actually used for.

Background history: This paragraph reflects changes to 24
CFR 215.21, 236.2, and to 813.106 to exclude from Annua
Incone all amounts of student financial assistance. Prior
to this handbook change, Notice H 93-92 excluded from i ncomne
all anmpbunts of student financial assistance received under
Title I'V of the Hi gher Education Act of 1965. Prior to
Notice H 93-92, only certain amounts received under Title IV
were excluded fromincone.

5. Earnings in excess of $480 for each full-tinme student 18
years old or ol der (excluding the head of household, co-
head, and spouse).

6. Adoption assistance paynents in excess of $480 per adopted
chil d.
7. Loans (e.g., personal loan); NOTE: But see paragraph 3-21

on business | oans which are not excl uded.

EXAMPLE: M. Jones obtained a | oan for

$2,000. It does not matter how he used this

noney. It is not counted as income because

M. Jones will have to repay it.

8. Tenporary, nonrecurring or sporadic inconme (e.g., gifts;

census taker income fromthe Federal Bureau of the Census).

9. Amounts received by the famly in the formof refunds or



10.

11.

12.

13.

14.

15.

16.

rebates under state or local |aw for property taxes paid on
the dwelling unit.

The special pay to a Fanm |y nmenber serving in the Arned
Forces who is exposed to hostile fire (e.g., in the past,
speci al pay included Operations Desert Storn).

Amounts received under training programs funded by HUD
(Conprehensi ve | nprovenent Assistance Program Training
recei ved under Section 3).

Conpensation from State or |ocal enployment training
programs and training of a fam |y nenber as resident
managenent staff. Anmounts excluded by this provision
nust be received under enploynment training prograns
with clearly defined goals and objectives, and are
excluded only for a limted period as determined in
advance under the program by the state or |oca

gover nment .

A resident service stipend. A resident service stipend is a
nodest anount (not to exceed $200 per nonth) received by a
resident for performing a service for the owner, on a part-
time basis, that enhances the quality of [ife in the

devel opnent. Such services nmay include, but are not limted
to, fire patrol, hall nonitoring, |awn naintenance, and
resident initiatives coordination. No resident nmay receive
nore than one such stipend during the sane period of tine.

Reparation paynments paid by a foreign governnent pursuant to
clainms filed under the |aws of that government by persons
who were persecuted during the Nazi era. Exanples include
paynments by the Gernman and Japanese governnents for
atrocities commtted during the Nazi era. Any individua
recei ving paynents under this paragraph, who has been
required to repay housing assistance as a result of

recei ving such paynents, shall not be required to nake
further repaynments on or after April 23, 1993.

NOTE: Until April 23, 1993, the Departnent included
reparation paynents in the determ nati on of Annual |ncone.
On April 25, 1995, the Ofice of Housing published a notice
in the Federal Register (at FR 20356) stating its desire to
refund residents for the higher rents they paid (including
any repaynents they nade) because of the previous policy to
count reparation paynents in Annual Inconme. See Appendix 16
for an explanation of the Department's intentions. A copy
of the notice appears at the end of this exhibit.

Deferred periodic paynments of supplenmental security income
and social security benefits that are received in a lunp sum
paynent .

NOTE: This exclusion becane effective for the Section 8
programs on October 28, 1992. For all other prograns, this
excl usi on becane effective on May 5, 1995.

Paynments received for the care of foster children or foster
adults. (Foster adults are usually adults with
disabilities, who are unrelated to the tenant famly, and
who are unable to live alone). This termis defined in 24
CFR 215.21(c)(2); 236.3(c)(2); and 813.106(c)(2). (See FR
17393 dated April 5, 1995.)



17.

EXAMPLES

Anpunts that are received on behalf of soneone who does not
reside with the fanmily, as long as the anmpunts:

a. are not intermngled with the famly's funds; and

b. are used solely to benefit the person who does not
reside with the famly

NOTE: For such amounts to be excluded, the individual nust
provide the owner with an affidavit stating that the amounts
are received on behal f of soneone who does not reside with
the famly and the anounts neet the conditions in paragraphs
a and b above. See paragraph 3-17, Incone of Tenporarily
Absent Menbers.

Sarah receives housi ng assistance. Her 12-year-
old sister, Ellen, lives with her nother in other
housing in the sane city. Sarah has been
designated as the Representative Payee for
Ellen's SSI paynments. The Social Security

Adm ni stration designated Sarah as a
Representative Payee for Ellen because her nother
is a heroine addict. Sarah nakes sure that

Ell en's SSI paynents are used exclusively for

El'l en.

Mari ah receives royalty income which is reported
on a FormIRS 1099. Mariah distributes this
i ncome to the designated heirs in accordance with

her aunt'

s will and retains only the anmount to

which she is entitled. Only count the royalty
income that is designated specifically for

Mar i ah.

Mariah will have to show the owner that

she distributes this incone to the other heirs.

18.

19.

Recurring monetary contributions that are paid directly to a
child care provider by persons not living in the unit. This
exclusion is based on a handbook interpretation of

rei mbursed child care expenses under the definition of

Adj usted Inconme and its bearing on Annual Incone. (See 24
CFR Parts 813.1, 215.1, and 236.1.) In relevant part, the
regul ati ons define child care expenses to include "amunts
to be paid by the fanmily for [child care] . . . to the
extent [they are] not reinmbursed.” This handbook interprets
the regul ations to nean that child care expenses that are
rei mbursed are not included as annual income.

I ncone excluded by Federal statute:

a. The value of the allotnment provided to an eligible
househol d under the Food Stanp Act of 1977.

b. Payments received under Donestic Vol unteer Service Act
of 1973 (enpl oynent through VI STA, Retired Senior
Vol unt eer Program Foster G andparents Program
yout hful offender incarceration alternatives, senior
conpani ons.)

c. The foll owi ng incone:

1) Interests of individual Indians in trust or



restricted lands, and the first $2,000 per year of
i ncome received by individual Indians that is
derived fromtrust or restricted |ands. (25

U S.C. 1408)

2) Payments recei ved under the Al aska Native Cl ains
Settlenent Act (43 U.S.C. 1626(c)) received froma
Nati ve Corporation, including:

a) cash (including cash dividends on stock
received froma Native Corporation) to the
extent that it does not, in the aggregate,
exceed $2,000 per individual per annum

b) a partnership interest;

c) land or an interest in land (including |and
or an interest in land received froma Native

Corporation as a dividend or distribution on
st ock); and

d) an interest in a settlenent trust.

NOTE: For paragraphs ¢ and d, sone triba
corporations receive paynents on individuals'
behal f and invest these anpunts. The proceeds
fromthese investnments are then paid to the

i ndi viduals. Such amunts al so woul d be excl uded
fromincome.

3) Payments fromcertain submarginal U S. |and held
in trust for certain Indian tribes.

4) Payments from di sposal of funds of Grand River
Bank of Otawa I ndians.

5) The first $2,000 of per capita shares received
from judgnents awarded by the Indian Clains
Commi ssion or the Court of Clainms or from funds
the Secretary of Interior holds in trust for an
I ndian tribe.

Payments, rebates or credits received under Federa
Low i ncome Hone Energy Assistance Prograns. |ncludes
any winter differentials given to elderly (e.g.
Department of Health and Human Service's Low-incone
Hone Ener gy Assistance Program.

Paynments received under prograns funded in whole or in
part under the Job Training Partnership Act (enploynent
and training progranms for native anericans and m grant
and seasonal farmworkers, Job Corps, veterans

enpl oynment prograns, State job training prograns,
career intern prograns, Ameri Corps.)

Paynments received under Title V of the O der Americans
Act (Green Thumb, Senior Aides, O der Anerican
Community Service Enpl oynent Program.

Payments received after January 1, 1989 from the Agent
Orange Settlement Fund or any other fund established
pursuant to the settlenment in the In Re Agent Orange



product liability litigation. MD.L. No. 386 (E.D.N.Y.)

h. Payments received under the Maine Indian Clains
settlenment Act of 1980. (Pub. L. 96-420, 9z Stat.
1785)

i Any earned incone tax credit to the extent it exceeds
income tax liability. (26 U S.C. 32(j))

j- The Value of any child care provided or arranged (or
any anount received as paynent for such care or
rei mbursenment for costs incurred for such care) under
the Child Care and Devel opnent Bl ock Grant Act of 1990
(CCDBGA) (42 U.S.C. 9858q). Participating famlies may
either pay a reduced anobunt based on a sliding fee
scale or they may receive a certificate for child care
servi ces.

NOTE: This exclusion does not apply to amounts
received by a child care provider for services paid
t hrough t he CCDBGA.

EXAMPLE: The following is excluded from
Annual Inconme. Ms. Nguhen receives a
certificate for child care services under
CCDBGA.

EXAMPLE: The following is included in
Annual | ncone. Ms. Anderson, an
assisted tenant in a Section 8 project, is
paid through the CCDBGA for child care
services she provides to Ms. Nguhen. The
i ncome she receives for providing this
child care is included in annual incomne.

END OF DOCUMENT



