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• Agenda
– Income Basics
– Determining Income Eligibility
– Part 5 and IRS Definitions
– CPD Income Eligibility Calculator Demonstration



Income Basics



A Few Key Acronyms & Terms
HOME HTF

Low Income
• A household at or below HUD published 80% of 

AMI 

N/A

Very low- income
• A household at or below HUD published 50% of 

AMI 

N/A unless HTF is greater than $1 
billion

Extremely low –income 
• A household at or below HUD published 30% of 

AMI

Extremely low-income 
• A household at or below HUD 

published 30% of AMI (at or 
below the poverty line, 
whichever is greater)

Presenter
Presentation Notes
Key points:
For HOME, the remaining slides will use the terms “low-income” and “very-low income” rather than mentioning the percentage (%) of AMI.
For HTF, the limits are not the same as HOME.  In years in which the amount available for allocation is below $1 billion, the income limits reports published by HUD will only display the income limit for extremely low income families or families with incomes at or below the poverty line (whichever is greater) and will not include the very low income limit. In any fiscal year in which the total amount available for allocation of HTF funds is greater than $1 billion, the grantee must use at least 75 percent of its grant for the benefit of extremely low income families or families with incomes at or below the poverty line. Any HTF funds not used for the greater of extremely low income families or families with incomes at or below the poverty line must be used for very low income families.
Common questions/concerns:
None
Training delivery tip:
None




A Few Key Acronyms & Terms (cont)
• Annual (gross) income (use for eligibility)

– Sum of income for all household members 
expected to reside in HOME/HTF unit

– Determined using one of the two definitions

• Adjusted income (not for eligibility)
– Deduct amounts from gross income for certain 

specified household costs
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Presenter
Presentation Notes
Key points:
This training focuses primarily on Annual (gross) Income as that is the definition that must be used by HOME/HTF program staff  to determine who is eligible to participate in a program.
Adjusted Income is used less frequently, as it is only needed for specific purposes that will be covered more thoroughly in a few slides.
Common questions/concerns:
How is annual income adjusted for family/household size different than adjusted income?  Annual income adjusted for family or household size pertains to the income limits that are based on the size of household and are used to determine eligibility to participate in a program.  Adjusted  gross income under the IRS definition is just that agency’s name for the household’s total  annual (gross) income, and will be discussed later in the training course.
Training delivery tip:
None




Overview of Income Determination
• 100% of HOME must benefit low-income (deeper 

targeting for rental/TBRA)
• 100% of HTF must benefit extremely low income ($ less 

than a $1 billion in the fund)    
• Income eligibility must be determined for each assisted 

household
– Includes all tenants, owners, buyers
– Documentation is required

• If program administrator does not have income 
documentation, the project is noncompliant
– HUD may require repayment of HOME/HTF investment 

and/or other corrective action
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Presenter
Presentation Notes
Key points:
Program administrators should understand that income eligibility is one of the most important requirements in the HOME/HTF Programs.
Documentation of income eligibility for HOME is key to demonstrating compliance with the low income requirement (and for deeper targeting in rental housing and TBRA).
Documentation of income eligibility for HTF is key to demonstrating compliance for extremely low income families (or families with incomes at or below the poverty line (whichever is greater)). 
Common questions/concerns:
None
Training delivery tip:
None




Projecting Income Forward 
• Use a snapshot of the household – members and income – to 

project income forward for 12 months
• 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/HTF income limits for the household size
– Step 5: Include income limit used and date in file to document 

actions
Slide 7

Presenter
Presentation Notes
Key points:
Once s snapshot of the household has been created, program administrators should follow these 5 steps to project income.
Common questions/concerns:
What if an applicant says his/her sister is only living in the household temporarily?   This is fairly common where households are doubling up to save on housing costs.  Program administrators must count whomever is living in the household today.  So, even if the sister plans to move out, it isn’t certain when that will happen so program administrators must count the sister as a household member and count her income sources as well.
Training delivery tip:
None




Overview of Annual  Gross Income Eligibility Process 

Calculate HH Income Using Worksheet
• If Part 5 (Section 8) definition, 

asset calculation

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

Documentation

Compare to HUD Published Income Limits

Document Files Slide 8

Presenter
Presentation Notes
Key points:
This graphic presents the process for determining  Annual Gross Income for the purpose of determining income eligibility.
HH is shorthand for “household”, but only as it relates to this course.
Common questions/concerns:
None
Training delivery tip:
None




Determining Income Eligibility



Two Income Definitions
• Program administrators 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
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Presenter
Presentation Notes
Key points:
Based upon the latest HOME Final Rule, there are now only two allowable definitions of income – Part 5 and IRS 1040.
Common questions/concerns:
What version of the IRS 1040 form is appropriate? Using the most recent Technical Guide for Determining Income and Allowances Under the HOME Program is appropriate for Part 5; however, the IRS definition changes frequently so the person doing income eligibility should compare the guide to the IRS 1040 form on the website: www.irs.gov to ensure it is the most current.
Training delivery tip:
None




Income Eligibility for Program Activities

• Program administrators must identify income 
definition in:
– Program policies and procedures
– Written agreements with subrecipients, HTF subgrantees, 

owners, sponsors and developers, and any other partner
• Application

– All household members, including ages 
– Ask for income and asset sources for each household 

member, depending upon definition chosen
– Use signed declaration language 

• 60 days of source documentation required, even if 
using third party verification forms (e.g., VOE            
from employer)
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Presenter
Presentation Notes
Key points:
Policies and procedures are required by the HOME Program and should cover income eligibility, among other topics.
All other management documents, such as written agreements with subrecipients, HTF subgrantees, CHDOs/other developers, and owners/managers of rental housing projects must cover income eligibility.
Having a good, comprehensive application is important for ensuring income eligibility.  Applications should have language that says something like “I hereby swear the information I have provided is true and accurate…under perjury…” (aka, signed declaration language).
Common questions/concerns:
Why is it important to obtain the ages of all household members?  It is important to understand whether any household members are under age 18, or 18 years of age and older so that income can be properly documented.
Training delivery tip:
None




Income Eligibility Procedures (cont)

• 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 verification
Slide 12

Presenter
Presentation Notes
Key points:
A signed release is required for any third party verification of the household’s income.
At a minimum, a calculation worksheet along with backup documentation must be in the files.  This worksheet is provided when someone uses the online income calculator.
Common questions/concerns:
None
Training delivery tip:
None




Income Eligibility Procedures (cont)
• 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)
– Use tax return to determine income information (e.g. self 

employment, other sources of income)
– If sole documentation: obtain certified IRS copy by using form 

4506 or 4506T (free)
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Presenter
Presentation Notes
Key points:
Some  program administrators prefer to use source documents instead of third party verifications, or in addition to third party verifications.  Either method is appropriate, but should be codified in the Program administrator’s income procedures.
VOE coupled with paystubs often provide a full picture of someone’s employment income.  For example, if the applicant is eligible for a bonus, the Program administrator would need a pay stubs that included the pay period  during which a bonus was paid.  The VOE typically asks about bonuses earned.
Common questions/concerns:
What is a good rule of thumb for documenting overtime? If a VOE is used, the form should ask about overtime.  If source documents are used, the 60 days of paystubs required should be a sufficient timeframe to capture overtime.  Hours reported on paystubs could be averaged and projected forward for 12 months.  However, if overtime is only provided at certain times of the year and the pay stubs provided don’t cover that period, a VOE is recommended in addition to pay stubs.   
Training delivery tip:
None




Determination of Applicant Household
• Count income of ALL adults who will be in residence 

or part of household when HOME/HTF assistance 
received

• Include all household members:
– Related and unrelated household members
– Temporarily absent household members 

• “Family” is not used in HOME Program
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Presenter
Presentation Notes
Key points:
An adult is an individual aged 18 years and older for both the IRS and the Part 5 definitions.  However, the IRS uses the term dependent and qualifying child, which should not be used to determine household size for HOME.
Common questions/concerns:
None
Training delivery tip:
None




Determination of Applicant Household (cont)
• 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)
• Program administrator 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

• Students (HOME only) – see next slide Slide 15

Presenter
Presentation Notes
Key points:
Legal kinship guardian relationships will depend upon state law, so participants should understand if this form of guardianship is established within their jurisdiction.
Live-in aides should not be counted, nor should their income.
Questions about unborn children can be difficult, so having a question such as the following on the program application may be the best answer: “Do you expect your household composition to change in the next 12 months?”
Common questions/concerns:
How is custody of children documented? If the applicant is divorced or separated, a divorce decree, or if the state allows separations, a separation agreement.  In lieu of a legal document, a series of IRS tax returns showing annual or at least every other year dependent claims is appropriate documentation.
Training delivery tip:
None




• Student Rule (HOME only)
– 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 8/23/2013
• Existing rental households: in place tenants are not            

“grandfathered in,” handle at recertification

Presenter
Presentation Notes
Key points:
The 2013 HOME Final Rule explicitly adopted the student exclusions used in by Section 8 and Housing Choice Voucher programs at 24 CFR 5.612.  The  HOME Rule  specifically excludes individual students from qualifying a either low or very low income households unless they would be eligible under 5.612.
2013 HOME Final Rule language intended to clarify existing HUD policy on students.  This topic wasn’t always well understood, so HUD brought the issue explicitly into the rule.
Given that this provision only codifies existing HUD policy on students renting HOME units, it is applicable to all income verifications or re-certifications completed on or after the effective date of the 2013 HOME Final Rule, which was August 23rd, 2013.
This includes existing rental projects in their affordability periods, even if those projects were initiated prior to the updated rule language.   We will cover this more at the end of this section on the Student Rule.
Common questions/concerns:
None
Training delivery tip:
None





• In place students (HOME only)
1. In place students are members of another household
– Determine composition and income of that household
– AMI 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

Presenter
Presentation Notes
Key points:
So that means we need to address in-place students… some who may have been allowed to rent a HOME unit in error, but also in certain cases you may have someone who has become a student since move in and doesn’t qualify for one of the exceptions under 5.612.
In those cases, we have units that are temporarily noncompliant, which is a longstanding concept within HOME with respect to over–income tenants, such as students already living in HOME units as independent households are over income. Section 92.252(i) addresses over income tenants. 
So the first step in working this issue is to determine the composition of the household—remember that the rule presumes students are a dependent member of another household—so we have to determine who makes up that household, for example the student along with his/her parents even though they are usually in a different location.
Once you do that, you would determine what the household’s income level is, using the AMI chart to find the income eligibility threshold based on the location of the household’s primary place of residence.   In some cases, this will actually show that the household is income eligible, in which case  the student meets the exception for being a member of an otherwise eligible household.   But in most cases, we expect that the household is going to be over income.
While Section 8 may allow self-certifications from the parents in certain cases, HOME rules specify that source documentation must always be obtained. Since in the case of in place students where the student is a dependent of another household, the income of that household has never been verified so it would be initial verification.
And finally, once you determine what that household’s income is, you would apply the over-income tenant provisions of HOME, which of course vary based on whether units are fixed or floating and whether the tenant had been a Low HOME or High HOME tenant. 
For example, if you have a floating unit where the tenant has gone over income, the next unit that becomes available should be rented as a HOME-unit, then the over-income tenant’s rent can be increased to the lesser of 30% of adjusted income or the market rent. If a High-HOME unit is fixed, then the property manager adjusts the rent upward to 30% of adjusted income without limitation.  The property owner or manager, as a matter of practice, should offer to move the tenant to a unit not designated as the HOME unit (upon lease renewal), but the tenant cannot be forced to move. 
Common questions/concerns/ Training delivery tip:
None




• Must recertify income at least annually:
– Must review source documents every 6th year of the 

affordability period
– For other years can use:

• Source documents
• Written statement from household
• Statement from administrator of another program

• Recertify at:
– Anniversary date of initial verification; 
– Lease renewal; or
– Annual schedule where all tenant incomes are                  

verified at one point

Income Recertification
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Income greater than 80% AMI 
(HOME only)

SAME ACTIONS FOR HIGH AND 
LOW HOME UNITS

Floating unit: 

• Rent: raise to LESSER OF 
30% monthly income or 
Comparable Market Rent 

• Next available non-HOME 
unit 

• Must be designated 
as HOME unit and 

• Address High/Low 
HOME unit 
proportions

Fixed unit: 

• Rent: raise to 30% 
of monthly income

• Next Available 
HOME unit must 
address High/Low 
HOME unit 
proportions

• No action for next 
available non-
HOME unit

Income between 
50 - 80% AMI (HOME 

only)
MATTERS ONLY FOR LOW 

HOME RENT UNITS

• Rent: stays at Low HOME 
rent until High HOME rent 
unit is designated as Low 
HOME rent

• Once replacement is 
identified, rent adjusts to 
High HOME rent

• Unit is now designated as 
a High HOME rent unit

Presenter
Presentation Notes
Key points:
This is a graphic that demonstrates the steps involved for what is required to occur if a tenant’s income increases. This slide illustrates what was previously discussed on the previous 3 slides.
Common questions/concerns:
None
Training delivery tip:
Use the slide to describe the process for rent increases.  Go over the steps briefly



Income Recertification (cont)
• For HTF

– If over income, regulations do not permit the rent to 
be raised to 30% of monthly adjusted gross income 

– Exception made for federal or state project-based 
vouchers

Presenter
Presentation Notes
Key points:
Unlike HOME, the HTF regulations do not permit the rent to be raised to 30% of monthly income for over income tenants unless the unit also have federal or state project-based vouchers.  The program administrator is still required to make all effort to bring unit into compliance. 
Floating units will allow more flexibility to bring units into compliance.
Common questions/concerns:
None
Training delivery tip:
None



Part 5 and IRS Definitions



• Part 5 (Section 8) Definition of Income (24 CFR 5.609 (b)& (c))
– Income inclusions  and exclusions

• https://www.hudexchange.info/plugins/incomecalculat
or/assets/docs/HUD_P5_Inclusions_Exclusions.pdf

– Assets & Imputed asset calculation
• IRS 1040 Definition of Income 

– Income & asset inclusions and 1040 deductions
– Instructions - https://www.irs.gov/pub/irs-pdf/i1040gi.pdf

• https://www.irs.gov/newsroom/irs-provides-safe-harbors-to-help-
taxpayers-suffering-property-losses-including-losses-from-
hurricanes

• What’s New - helpful each year to review Slide 22

Two Definitions of Income

Presenter
Presentation Notes
Key points:
There are two slides with section topics.
This section of the training covers Part 5 income inclusions and exclusions, and assets including imputed asset calculation.
This section of the training covers the 1040 long form definition as well including income inclusions and 1040 deductions as well as assets.
Hurricane relief – link provided.  Basically - .01 Section 165(a) generally provides that a taxpayer may deduct any loss sustained during the taxable year and not compensated for by insurance or otherwise.
What’s new – the form looks different now, but basically Schedule 1 includes the deductions.
Common questions/concerns:
None
Training delivery tip:
None


https://www.hudexchange.info/plugins/incomecalculator/assets/docs/HUD_P5_Inclusions_Exclusions.pdf
https://www.irs.gov/pub/irs-pdf/i1040gi.pdf
https://www.irs.gov/newsroom/irs-provides-safe-harbors-to-help-taxpayers-suffering-property-losses-including-losses-from-hurricanes


Part 5 Income Inclusions 
• Wages, salaries, overtime, commissions, tips, and 

bonuses
• Net income from operation of a business or profession
• Periodic payments (Social Security, annuities, regular 

contributions to income) 
• Payments in lieu of earnings (Unemployment, TANF, etc.)

Slide 23

Presenter
Presentation Notes
Key points:
Part 5 includes both earned (employment, net income from a business, etc.) as well as unearned income (e.g., unemployment, welfare, etc.).
Common questions/concerns:
How is net income from a business calculated when information demonstrates a zero or negative amount on a tax return (this was brought up earlier in the notes)?  If possible, use the form provided in the back of the guidebook if the most recent financial information can be gathered about a business.  If the form and the tax return show either negative or zero income for at least 2 years, use $0 income for this business when calculating income.  This should be rare and if there are still questions, it is appropriate to ask for the Schedule C from the same tax return reviewed to understand how the business income was calculated.
What is “periodic”?  The term periodic is used throughout the Part 5 definition, and means that the income earned is paid with set frequency such as weekly, monthly, quarterly, etc.  In comparison, a person may have received a “lump sum” settlement for past Social Security awards.
Training delivery tip:
Have participants turn in their guidebook to page XX to see the latest list of income inclusions.




Part 5 Income Inclusions (cont)
• 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

Slide 24

Presenter
Presentation Notes
Key points:
Welfare assistance in the form of Temporary Assistance for Needy Families (TANF) is common for extremely low income households. 
In terms of armed forces/military pay, the paystub will clearly read “hostile fire pay”.
For temporary absent household member members, many of them contribute to household income such as those serving in the military or who happen to work in another state temporarily so their income should be counted. 
Common questions/concerns:
None
Training delivery tip:
It is helpful to turn to the appropriate page in the guidebook to enable participants to follow the information on the slides about each income source. 




Part 5 Income Exclusions
• Earned income of minors under age 18 [unearned income (e.g., 

child support, SSI) 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 

HOME rental units or TBRA (at recertification only)

Slide 25

Presenter
Presentation Notes
Key points:
Often there are minor children living in a household; however for part 5, if they are under the age of 18 (0-17), their earned income is not counted; however, Do other program offices agree that all foster child/adult income – earned or benefit – should be excluded?
is should not be confused with unearned income paid on the minor’s behalf (e.g. child support).  Income for people who are not considered household members (see prior section) such as live in aides are not counted.
Lump sums (e.g., lottery winnings,  inheritances) are not considered income because they aren’t periodic payments, but rather one time.  However, these end up being treated as assets since most end up in accounts such as savings. 
Reimbursements of medical expenses are simply reimbursements of income (e.g., double counting) so that’s not counted.
Earned income disallowance (rental and TBRA) for certifications only: 
Employment of a family member who is a person with disabilities and who was previously unemployed for one or more years prior to employment;
Increased earnings by a family member who is a person with disabilities during participation in any economic self-sufficiency or other job training program; or
New employment or increased earnings of a family member who is a person with disabilities, during or within six months after receiving assistance, benefits or services under any state program for families funded under Part A of Title IV of the Social Security Act, as determined by the responsible entity in consultation with the local agencies administering temporary assistance for needy families (TANF) and Welfare-to-Work (WTW) programs. The TANF program is not limited to monthly income maintenance, but also includes such benefits and services as one-time payments, wage subsidies and transportation assistance--provided that the total amount over a six-month period is at least $500.
These exclusions from annual income are of limited duration. The full amount of increase to a qualified family’s annual income is excluded for the cumulative 12-month period beginning on the date the disabled family member is first employed or the family first experiences an increase in annual income attributable to the employment. During the second cumulative 12-month period, the Program administrator is required to exclude from annual income 50 percent of any increase in income. The disallowance of increased income of an individual family member who is a person with disabilities is limited to a lifetime 48-month period.
Common questions/concerns:
None
Training delivery tip:
This slide and the next include the list of exclusions from the Technical Guide, not the latest from  PIH. It is recommended that the updated list of exclusions be printed separately and provided as an attachment. 





Part 5 Income Exclusions (cont)
• Student financial assistance (scholarships, student loans) paid 

directly to the student or to the educational institution (NOTE: 
unless Section 8 household over age 23 with dependent 
children)

• Hostile fire pay for active military
• Training programs funded by HUD (e.g., under Section 3)
• Sporadic or temporary income (including gifts)
• Earnings over $480 for full-time students (adults 18 years of 

age and older)
• Adoption assistance over $480 per adopted child
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Presenter
Presentation Notes
Key points:
This slide further continues the list of exclusions.  Some of the more common ones are for full time students where only the first $480 of income is counted, or gift income (never counted if you get a one time amount for house-sitting).
Common questions/concerns:
None
Training delivery tip:
None




Part 5 Income Exclusions (cont)
• 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, for example:

– Food stamps
– Payments to volunteers (e.g., VISTA, AmeriCorps, etc.)
– Title V of Older American Act
– Earned income tax credits

Slide 27

Presenter
Presentation Notes
Key points:
This slide further continues the list of exclusions.  Some of the more common ones are for lump sum awards from social security.  For example, some people sue to get disability benefits from social security and when the award occurs, it is one lump sum.  It would not be treated as income because it is a one time payment; however, just like other sources of funds you end up seeing it in a savings account later.  
For these other sources of income from Federal statutes, it might take some questions to the applicant to determine how someone is paid as well as looking at their pay stubs. 
Common questions/concerns:
None
Training delivery tip:
None




Part 5 Income: Assets
• A cash or non-cash item that could be converted to cash
• No asset limitation in HOME Program

– Program administrators 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
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Presenter
Presentation Notes
Key points:
One of the main differences between Part 5 and IRS 1040 is the fact that Part 5 focuses much more attention on assets, including what is an asset and how should it be treated.
There is a lot of confusion in HOME and LIHTC projects where often a form is used that asks households  to swear they don’t have any assets over $5,000.  This form cannot be used in the HOME program as this is a LIHTC rule.
Common questions/concerns:
What is an asset limitation/limit?  This means a cap on the total assets a household can possess at the time of application.  Program administrators typically want to serve households who need the Federal funds as opposed to some households who may have a lot of assets they could tap into instead.  Some Program administrators have set a limit such as $25,000 and if a household has more than that amount, they cannot be served with the Program administrator’s HOME funds.
Training delivery tip:
None




Part 5: What to Include as an Asset
• 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 

Slide 29

Presenter
Presentation Notes
Key points:
It is important for participants to understand that the cash value of an asset is not just the appraised or estimated value, but rather that value minus the cost of selling it to obtain cash.
Common questions/concerns:
How do you determine the cost to sell an asset?  To determine the seller’s transaction costs for real property being sold, the program administrator’s staff working on homebuyer programs could provide an average amount of closing costs, or could consult with a real estate agent.  In addition to closing costs, the cash value will be reduced by any liens or debt on the property.  For other assets such as retirement accounts, contacting the company that  provides or manages the retirement account may be the best method.
Training delivery tip:
If helpful, other examples of cash value determination could be demonstrated on the flipchart.




Part 5 Unique Rule: Imputed Asset Calculation
• 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. Use the passbook savings rate published by HUD’s Office of 
Multifamily Housing; or

3.    Establish its own passbook savings rate. 
Slide 30

Presenter
Presentation Notes
Key points:
This rule comes from the fact that some low-income persons may be “cash poor” but actually have assets  that continue to earn income (e.g., a 401(k) retirement account)
Common questions/concerns:
How is the Passbook Rate determined?  See HOME FAQ posted summer 2015 that says: 
1. Use the same passbook savings rate used by their local public housing authority (PHA);
2. Use the passbook savings rate published by HUD’s Office of Multifamily Housing {As described in Notice H 2014-15, the Office of Multifamily Housing will publish a passbook savings rate and its effective date through a Housing program notice at least annually}; or
3. Establish its own passbook savings rate. 
Training delivery tip:
This is a confusing topic for participants, the trainer should refer to the guidebook’s Part 5 income calculation worksheet on page 25 to show how this calculation is handled.




Part 5 Unique Rule: Assets Disposed of Below FMV 
• 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 
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Presenter
Presentation Notes
Key points:
This rule comes from the fact that some elderly persons seeking Federal housing assistance spend down their assets/dispose of them in order to qualify (similar to an asset limit as discussed on prior the prior slides).
The best way to handle this is either in 1) Application, ask this question and provide a space for the household to explain why disposition occurred.   2) Use a self certification form as provided in the guidebook in Appendix H.
Common questions/concerns:
None
Training delivery tip:
None




IRS 1040 Definition of Income
• Use IRS Long Form –1040EZ no longer used in 2018

– 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

• Program administrators must use the most recent IRS 1040 
Instructions
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Presenter
Presentation Notes
Key points:
Some program administrators have decided to use the IRS 1040 definition for some activities.  
Program administrators who use this definition must understand the most recent IRS 1040 form instructions to ensure they are calculating income using the most current information.
Common questions/concerns:
None
Training delivery tip:
Trainers should have participants turn in the guidebook to the pages where this definition is discussed.




IRS 1040 Definition (cont)
• Subtract applicable deductions from gross income to obtain the household’s 

adjusted gross income
• Schedule 1 deductions include, for example:

– Educator expenses
– Certain business expenses of reservists, performing artists,
– and fee-basis government officials (form 2106)
– IRA deduction 
– Health savings account payments (form 8889)
– Moving expenses for members of the Armed Forces (form 3903) 
– Deductible part of self-employment tax (Schedule SE)
– Self-employed SEP, SIMPLE, and qualified plans
– Self-employed health insurance deduction
– Penalty on early withdrawal from savings
– Alimony paid (need recipient SSN)
– Student loan interest deduction Slide 33

Presenter
Presentation Notes
Key points:
One of the key differences with the IRS definition from Part 5 is that in addition to what you include as income, you have deductions that have to be taken off to determine adjusted gross income, which is what is used for annual income in the HOME program.
This slide covers what is in the Technical Guide that is 2004 tax information. See note below.
Common questions/concerns:
None
Training delivery tip:
Since the Technical Guide currently has 2004 tax information, bringing the most current tax form as a prop may be helpful until the guide is updated. 




IRS 1040 Definition (cont)
• Inclusions for gross income

– Taxable interest
– Dividends
– Taxable amount of Social Security, IRAs, pensions and 

annuities
– Schedule 1 Additional Income

• Taxable refunds, credits, etc.
• Alimony received
• Business and/or farm income (or loss)
• Capital gains or losses
• Rental real estate, royalties, partnerships,                                        

S corporations, etc.
• Unemployment Compensation Slide 34

Presenter
Presentation Notes
Key points:
This slide covers what is in the Technical Guide that is 2004 tax information
Common questions/concerns:
None
Training delivery tip:
Refer to training note on prior slide.




IRS 1040 Definition (cont)
• Exclusions from gross income

– Life insurance proceeds
– Inherited money or property
– Child support received
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Presenter
Presentation Notes
Key points:
Very few income sources are excluded from the IRS definition; however here are a few key examples.
Common questions/concerns:
None
Training delivery tip:
None




IRS 1040 Definition: Assets
• Assets

– Part 5 asset calculation is not required
– Income from assets must still be counted (see 

prior slide):
• Taxable interest
• Dividends
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Presenter
Presentation Notes
Key points:
Assets themselves are not counted in the IRS 1040 method, but income from assets, such as interest earned on bank accounts or dividends received, is counted. 
Common questions/concerns:
None
Training delivery tip:
Have participants turn in the guidebook to the page associated with IRS 1040 assets, or better yet bring copies of the latest tax return. 




Comparing Definitions of Income
• 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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Presenter
Presentation Notes
Key points:
Keep in mind that while comparing the differences can be helpful in understanding why a program administrator may choose one definition over another, the typical participant cannot make the decision to change the definition the program administrator currently uses.  As a result, don’t spend that much time on this slide and the next several slides.
Common questions/concerns:
None
Training delivery tip:
None




Comparing Definitions of Income (cont)
• If projects also funded with LIHTC, program 

administrators must use Part 5
• If PHA is managing a program, they are often 

experts in Part 5
• 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” Slide 38

Presenter
Presentation Notes
Key points:
Rental housing programs typically use the Part 5 definition if the program administrator has funded any LIHTC projects.  
TBRA programs administered by PHAs also typically use the Part 5 definition because that is what is used for the Section 8 voucher program.
Common questions/concerns:
None
Training delivery tip:
None




CPD Income Eligibility Calculator
Demonstration



CPD Income Calculator
• Use CPD Income Calculator

– https://www.hudexchange.info/incomecalculator/

• User Manual
– https://www.hudexchange.info/resources/docume

nts/CPDIncomeEligibilityCalculator_User_Manual.p
df

• Allow 15 minutes for each applicant and use 
Technical Guide to accompany calculator input

• You can save/print to a PDF Slide 40

Presenter
Presentation Notes
Key points:
The CPD Income Calculator is a tool that participants should use to help them think through income eligibility calculations, including Annual (gross) Income as well as Adjusted Income. 
Common questions/concerns:
How does one save the information entered?  You can either save or print to a PDF.
Training delivery tip:
None


https://www.hudexchange.info/incomecalculator/
https://www.hudexchange.info/resources/documents/CPDIncomeEligibilityCalculator_User_Manual.pdf


Scenario 1 – HOME Homebuyer program
• Household of 4
• Fort Wayne, Indiana
• Two adults and two children

– Teacher Aide - $20,000
– Health Care Worker - $15 per hour/average 20 

hours per week, $16 raise on March 1, 2018
– Savings account $6,000, annual income $1



Scenario 2 – HTF Rental program
• Household of 2
• Columbus, Ohio
• Two adults

– Head - Social Security Disability (SSD) - $800 per 
month and average bal. in checking $1000, $500 
savings

– Child - Part time mechanic and full time student 
over the age of 25

• Wages - $5,000 a year



Other Calculator Features
• Adjusted Income

– Subsidy and tenant’s share of rent for HOME TBRA
– Rent for tenant whose income increases above the low-

income limit (HOME only)
– 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)

• Rental Assistance – rent and program          
administrator payments under HOME TBRA



Wrap Up



• Next steps:
– Make a list of “to do” items

– Review HOME and HTF program applications, amend as necessary

– Review your income policies and procedures, update as necessary

– Assess your income documentation templates/forms, update as 
necessary

– Encourage usage of HUD Exchange CPD Income Eligibility 
Calculator

– Train subrecipients, HTF subgrantees, developers and managers on 
income eligibility

– Review your files to ensure accurate and complete
Slide 45

Presenter
Presentation Notes
Key points:
Ask the participants to spend 5 minutes jotting down a preliminary “to do” list for their return to the office.  This list could include items such as:
Brief managers and program staff.
Develop draft income eligibility procedures, forms and tools for the next year.
Point out that putting “to dos” in writing will make it much more likely that follow up will occur.
Thank participants for coming and participating. 
Common questions/concerns:
None
Training delivery tip:
None




• Technical Guide for Determining Income and 
Allowances Under the HOME Program
– https://www.hudexchange.info/resource/786/technical-guide-for-

determining-income-and-allowances-for-the-home-program/

• HUD Handbook 4350.3 Ch. 4 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
– https://www.hud.gov/program_offices/administration/hudclips/handb

ooks/hsgh/4350.3

Presenter
Presentation Notes
ey points:
These are web-based resources while the next slide lists the various income guidebooks and regulatory references.
Participants should be careful to use the Technical Guide as the main resource, and 4350.3 as the secondary resource.  4350.3 does not cover HOME and it is largely used for two other parts of HUD – Multifamily and Public and Indian Housing (PIH). 
Common questions/concerns:
How often are the HOME Income Limits updated?  Annually, typically in early spring. 
Training delivery tip:
None


https://www.hudexchange.info/resource/786/technical-guide-for-determining-income-and-allowances-for-the-home-program/
https://www.hud.gov/program_offices/administration/hudclips/handbooks/hsgh/4350.3


• HUD Exchange HOME Main Page
– https://www.hudexchange.info/programs/home/

• HOME income limits
– https://www.hudexchange.info/manage-a-program/home-

income-limits/
– FY2018 effective June 1, 2018

• HOME Income Forms
– https://www.hudexchange.info/programs/home/topics/income-

determination/
• Determining Income Webinar June 2018

₋ https://www.hudexchange.info/trainings/courses/determining-
income-for-the-home-program-session-1/2532/

• HUD Exchange list serve
– https://www.hudexchange.info/mailinglist/
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Presenter
Presentation Notes
Key points:
The HUD Exchange is the overarching website for technical assistance and training resources for HUD.  Using the link provided, participants can indicate which subjects and programs they would like to be notified about.
Common questions/concerns:
How often are the HOME Income Limits updated?  Annually, typically in early spring. 
Training delivery tip:
None


https://www.hudexchange.info/programs/home/
https://www.hudexchange.info/manage-a-program/home-income-limits/
https://www.hudexchange.info/programs/home/topics/income-determination/
https://www.hudexchange.info/mailinglist/


Housing Opportunity Through Modernization Act (HOTMA) 

• HUD is currently engaged in rulemaking after the passage of the 
Housing Opportunity Through Modernization Act of 2016, Public Law 
114-201 on July 29, 2016

• HUD will publish a proposed rule to implement HOTMA in the near 
future

• When the proposed rule has published, you will have opportunity to 
comment on any proposed changes made to the HOME program

• Public Law 114-201
– https://www.gpo.gov/fdsys/pkg/PLAW-114publ201/pdf/PLAW-114publ201.pdf

• HUD Initial Implementation Guidance
– https://www.federalregister.gov/documents/2016/10/24/2016-25147/housing-

opportunity-through-modernization-act-of-2016-initial-guidance
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Presenter
Presentation Notes
Key points:
Encourage participants to stay tuned to guidance for the following issues which will impact HOME income requirements.
Common questions/concerns:
None
Training delivery tip:


https://www.gpo.gov/fdsys/pkg/PLAW-114publ201/pdf/PLAW-114publ201.pdf
https://www.federalregister.gov/documents/2016/10/24/2016-25147/housing-opportunity-through-modernization-act-of-2016-initial-guidance
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