Chapter 6

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

INTRODUCTION

A family’s income determines eligibility for assistance and is also used to calculate the
family’s payment and the PHA’s subsidy. The PHA will use the policies and methods
described in this chapter to ensure that only eligible families receive assistance and that
no family pays more or less than its obligation under the regulations. This chapter
describes HUD regulations and PHA policies related to these topics in three parts as
follows:

e Part I: Annual Income. HUD regulations specify the sources of income to include and
exclude to arrive at a family’s annual income. These requirements and PHA policies
for calculating annual income are found in Part 1.

e Part II: Adjusted Income. Once annual income has been established HUD
regulations require the PHA to subtract from annual income any of five mandatory
deductions for which a family qualifies. These requirements and PHA policies for

* calculating adjusted income are found in Part IL

e Part III: Calculating Family Share and PHA Subsidy. This part describes the statutory
formula for calculating total tenant payment (TTP), the use of utility allowances, and
the methodology for determining PHA subsidy and required family payment.
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PART I: ANNUAL INCOME

6-1.A. OVERVIEW
The general regulatory definition of annual income shown below is from 24 CFR 5.609.

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

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

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

(3) Which are not specifically excluded in paragraph [5.609(c)].

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

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

e Annual Income Inclusions (Exhibit 6-1)

e Annual Income. Exclusions (Exhibit 6-2)

e Treatment of Family Assets (Exhibit 6-3)

« Earned Income Disallowance for Persons with Disabilities (Exhibit 6-4)
e The Effect of Welfare Benefit Reduction (Exhibit 6-5)

Sections 6-1.B and 6-1.C discuss general requirements and methods for calculating
annual income. The rest of this section describes how each source of income is treated
for the purposes of determining annual income. HUD regulations present income
inclusions and exclusions separately [24 CFR 5.609(b) and 24 CFR 5.609(c)]. In this
plan, however, the discussions of income inclusions and exclusions are integrated by
topic (e.g., all policies affecting earned income are discussed together in section 6-1.D).
Verification requirements for annual income are discussed in Chapter 7.
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6-1.B. HOUSEHOLD COMPOSITION AND INCOME

‘Income received by all family members must be counted unless specifically excluded by
the regulations. It is the responsibility of the head of household to report changes in
family composition. The rules on which sources of income are counted vary somewhat
by family member. The chart below summarizes how family composition affects income

determinations.

Summary of Income Included and Excluded by Person

Live-in aides

Income from all sources is excluded [24 CFR
5.609(c)(5)].

Foster child or foster adult

Income from all sources is excluded [24 CFR
5.609(c)(2)].

Head, spouse, or cohead
Other adult family members

All sources of income not specifically excluded by the
regulations are included.

| Children under 18 years of
age

Employment income is excluded [24 CFR 5.609(c)(1)].

All other sources of income, except those specifically
excluded by the regulations, are included.

Full-time students 18 years
of age or older (not head,
spouse, or cohead)

Employment income above $480/year is excluded [24
CFR 5.609(c)(11)].

All other sources of income, except those specifically
excluded by the regulations, are included.
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Temporarily Absent Family Members

The income of family members approved to live in the unit will be counted, even if the
family member is temporarily absent from the unit [HCV GB, p. 5-18].

HADCO Policy

An individual who is or is expected to be absent from the assisted unit for 180
consecutive days or less is considered temporarily absent and continues to be
considered a family member.

Absent Students
HADCO Policy

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

Absences Due to Placement in Foster Care

Children temporarily absent from the home as a result of placement in foster care are
considered members of the family [24 CFR 5.403].

HADCO Policy

If a child has been placed in foster care, HADCO will verify with the appropriate
agency whether and when the child is expected to be returned to the home. If
the child will be returned within 30 days the child will be counted as a family
member. If the child will be out of the home greater than 30 days, the child will
be temporary be removed until HADCO is notified the child has be returned to
the home.

Absent Head, Spouse, or Cohead

HADCO Polic.y

An employed head, spouse, or cohead absent from the unit more than 180
consecutive days due to employment will continue to be considered a family
member. :
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Family Members Permanently Confined for Medical Reasons

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

HADCO Policy

HADCO will request verification from a responsible medical professional and will
use this determination. If the responsible medical professional cannot provide a
determination, the person generally will be considered temporarily absent. The
family may present evidence that the family member is confined on a permanent
basis and request that the person not be considered a family member.

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

Joint Custody of Dependents
HADCO Policy

Dependents that are subject to a joint custody arrangement will be considered a
member of the family, if they live with the applicant or participant family 51
percent or more of the time. \

When more than one applicant or participant family is claiming the same
dependents as family members, the family with primary custody at the time of
the initial examination or reexamination will be able to claim the dependents. If
there is a dispute about which family should claim them, HADCOwill make the
determination based on available documents such as court orders, or an IRS
return showing which family has claimed the child for income tax purposes.
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Caretakers for a Child
HADCO Policy

The approval of a caretaker is at the owner and HADCO's discretion and subject
to the owner and HADCO’s screening criteria. If neither a parent nor a
designated guardian remains in a household receiving HCV assistance, HADCO
will take the following actions.

(1)If a responsible agency has determined that another adult is to be brought
into the assisted unit to care for a child for an indefinite period, the
designated caretaker will not be considered a family member until a
determination of custody or legal guardianship is made.

(2)If a caretaker has assumed responsibility for a child without the involvement
of a responsible agency or formal assignment of custody or legal
guardianship, the caretaker will be treated as a visitor for 90 days. After the
90 days has elapsed, the caretaker will be considered a family member unless
information is provided that would confirm that the caretaker’s role is
temporary. In such cases the PHA will extend the caretaker’s status as an
eligible visitor.

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

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

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

Basis of Annual Income Projection

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

e An imminent change in circumstances is expected [HCV GB, p. 5-17]

« It is not feasible to anticipate a level of income over a 12-month period (e.g.,
seasonal or cyclic income) [24 CFR 5.609(d)]

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

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

HUD allows PHAs to use tenant-provided documents (pay stubs) to project income once
EIV data has been received in such cases where the family does not dispute the EIV
employer data and where the PHA does not determine it is necessary to obtain
additional third-party data.

HADCO Policy

When EIV is obtained and the family does not dispute the EIV employer data,
HADCO will use current tenant-provided documents to project annual income.
When the tenant-provided documents are pay stubs, HADCO will make every
effort to obtain current and consecutive pay stubs dated within the last 60 days.

HADCO will obtain written and/or oral third-party verification in accordance with
the verification requirements and policy in Chapter 7 in the following cases:

If EIV or other ULV data is not available,
If the family disputes the accuracy of the EIV employer data, and/or
If HADCO determines additional information is needed.

In such cases, HADCO will review and analyze current data to anticipate annual
income. In all cases, the family file will be documented with a clear record of the
reason for the decision, and a clear audit trail will be left as to how HADCO
annualized projected income.
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When HADCO cannot readily anticipate income based upon current
circumstances (e.g., in the case of seasonal employment, unstable working
hours, or suspected fraud), HADCO will review and analyze historical data for
patterns of employment, paid benefits, and receipt of other income and use the
results of this analysis to establish annual income.

Any time current circumstances are not used to project annual income, a clear
rationale for the decision will be documented in the file. In all such cases the
family may present information and documentation to the PHA to show why the
historic pattern does not represent the family’s anticipated income.

Known Changes in Income

If the PHA verifies an upcoming increase or decrease in income, énnual income
will be calculated by applying each income amount to the appropriate part of the
12-month period.

Example: An report that a full-time employee who has been receiving $8/hour
will begin to receive $8.25/hour in the eighth week after the effective date of the
reexamination. In such a case the PHA would calculate annual income as follows:
($8/hour x 40 hours x 7 weeks) + ($8.25 x 40 hours x 45 weeks).

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

When tenant-provided third-party documents are used to anticipate annual
income, they will be dated within the last 60 days of the reexamination interview
date.

Projecting Income

In HUD's EIV webcast of January 2008, HUD made clear that PHAs are not to use EIV
quarterly wages to project annual income.
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6-1.D. EARNED INCOME
Types of Earned Income Included in Annual Income
Wages and Related Compensation

The full amount, before any payroll deductions, of wages and salaries, overtime pay,
commissions, fees, tips and bonuses, and other compensation for personal services is
included in annual income [24 CFR 5.609(b)(1)].

HADCO Policy

For persons who regularly receive bonuses or commissions, HADCO will verify
and then average amounts received for the one year preceding admission or
reexamination. If only a one-year history is available, HADCO will use the prior
year amounts. In either case the family may provide, HADCO will consider, a
credible justification for not using this history to anticipate future bonuses or
commissions. If a new employee has not yet received any bonuses or
commissions, HADCO will count only the amount estimated by the employer. The
file will be documented appropriately.

Some Types of Military Pay

All regular pay, special pay and allowances of a member of the Armed Forces are
counted [24 CFR 5.609(b)(8)] except for the special pay to a family member serving in
the Armed Forces who is exposed to hostile fire [24 CFR 5.609(c)(7)].

Types of Earned Income Not Counted in Annual Income
Temporary, Nonrecurring, or Sporadic Income [24 CFR 5.609(c)(9)]

This type of income (including gifts) is not included in annual income. Sporadic income
includes temporary payments from the U.S. Census Bureau for employment lasting no
longer than 180 days [Notice PIH 2009-19].

HADCO Policy

Sporadic income is income that is not received periodically and cannot be reliably
predicted. :

Children's Earnings

Employment income earned by children (including foster children) under the age of 18
years is not included in annual income [24 CFR 5.609(c)(1)]. (See Eligibility chapter for
a definition of foster children.)

Certain Earned Income of Full-Time Students

Earnings in excess of $480 for each full-time student 18 years old or older (except for
the head, spouse, or cohead) are not counted [24 CFR 5.609(c)(11)]. To be considered
“full-time,” a student must be considered “full-time” by an educational institution with a
degree or certificate program [HCV GB, p. 5-29].
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Income of a Live-in Aide

Income earned by a live-in aide, as defined in [24 CFR 5.403], is not included in annual
income [24 CFR 5.609(c)(5)]. (See Eligibility chapter for a full discussion of live-in
aides.) - :

Income Earned under Certain Federal Programs

Income from some federal programs is specifically excluded from consideration as
income [24 CFR 5.609(c)(17)], including:

s Payments to volunteers under the Domestic Volunteer Services Act of 1973 (42
U.S.C. 5044(g), 5058)

o Awards under the federal work-study program (20 U.S.C. 1087 uu)

e Payments received from programs funded under Title V of the Older Americans Act
of 1985 (42 U.S.C. 3056(f))

 Allowances, earnings, and payments to AmeriCorps participants under the National
and Community Service Act of 1990 (42 U.S.C. 12637(d))

« Allowances, earnings, and payments to participants in programs funded under the
Workforce Investment Act of 1998 (29 U.S.C. 2931)

Resident Service Stipend

Amounts received under a resident service stipend are not included in annual income. A
resident service stipend is @ modest amount (not to exceed $200 per individual per
month) received by a resident for performing a service for the PHA or owner, on a part-
time basis, that enhances the quality of life in the development. Such services may
include, but are not limited to, fire patrol, hall monitoring, lawn maintenance, resident
initiatives coordination, and serving as a member of the PHA’s governing board. No
resident may receive more than one such stipend during the same period of time [24
CFR 5.600(c)(8)(iv)].
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State and Local Employment Training Programs

Incremental earnings and benefits to any family member resulting from participation in
qualifying state or local employment training programs (including training programs not
affiliated with a local government) and training of a family member as resident
management staff are excluded from annual income. Amounts excluded by this
provision must be received under employment training programs with clearly defined
goals and objectives and are excluded only for the period during which the family
member participates in the training program [24 CFR 5.609(c)(8)(V)].

HADCO Policy

HADCO defines #aining program as “a learning process with goals and
objectives, generally having a variety of components, and taking place in a series
of sessions over a period to time. It is designed to lead to a higher level of
proficiency, and it enhances the individual’s ability to obtain employment. It may
have performance standards to measure proficiency. Training may include, but is
not limited to: (1) classroom training in a specific occupational skill, (2) on-the-
job training with wages subsidized by the program, or (3) basic education”
[expired Notice PIH 98-2, p. 3].

HADCO defines incremental earnings and benefits as the difference between: (1)
the total amount of welfare assistance and earnings of a family member prior to
enrollment in a training program, and (2) the total amount of welfare assistance
and earnings of the family member after enroliment in the program [expired
Notice PIH 98-2, pp. 3-4].

In calculating the incremental difference, HADCO will use as the pre-enroliment
income the total annualized amount of the family member’s welfare assistance
anc\! earnings reported on the families most recently completed HUD-50058.

End of participation in a training program must be reported in accordance with
HADCQO's interim reporting requirements.
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HUD-Funded Training Programs

Amounts received under training programs funded in whole or in part by HUD [24 CFR
5.609(c)(8)(i)] are normally excluded from annual income. Eligible sources of funding
for the training include operating subsidy, Section 8 administrative fees, and
modernization, Community Development Block Grant (CDBG), HOME program, and
other grant funds received from HUD.

HADCO Policy

To qualify as a training program, the program must meet the definition of
training program provided above for state and local employment training
programs.

Earned Income Tax Credit

Earned income tax credit (EITC) refund payments received on or after January 1, 1991
(26 U.S.C. 32(j)), are excluded from annual income [24 CFR 5.609(c)(17)]. Although
many families receive the EITC annually when they file taxes, an EITC can also be
received throughout the year. The prorated share of the annual EITC is included in the
employee’s payroll check.

Earned Income Disallowance

The earned income disallowance for persons with disabilities is discussed in section 6-1.
E below.

Compensated Work Therapy (CWT)

Because circumstances of veterans’ participation very widely, HUD cannot make
a general determination that such income should be excluded as temporary,
nonrecurring or sporadic income, it is up to the PHA, HADCO to determine if a
specific veterans’ earnings under CWT qualify as a temporary, nonrecurring or
sporadic income in accordance with HADCO policy.

HADCO Policy

Sporadic, nonrecurring and temporary income is income that cannot be reliably
predicted. This type of income will not be included in annual income.
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6-1.E. EARNED INCOME DISALLOWANCE FOR PERSONS WITH DISABILITIES
[24 CFR 5.617; Streamlining Final Rule (SFR) Federal Register 3/8/16]

The earned income disallowance (EID) encourages people with disabilities to enter the
work force by not including the full value of increases in earned income for a period of
time. The full text of 24 CFR 5.617 is included as Exhibit 6-4 at the end of this chapter.
Eligibility criteria and limitations on the disallowance are summarized below.

Eligibility
This disallowance applies only to individuals in families already participating in the HCV

program (not at initial examination). To qualify, the family must experience an increase
in annual income that is the result of one of the following events:

o Employment of a family member who is a person with disabilities and who was
previously unemployed for one or more years prior to employment. Previously
unemployed includes a person who annually has earned not more than the-minimum
wage applicable to the community multiplied by 500 hours. The applicable minimum
wage is the federal minimum wage unless there is a higher state or local minimum
wage.

« Increased earnings by a family member who is a person with disabilities and whose
earnings increase during participation in an economic self-sufficiency or job-training
program. A self-sufficiency program includes a program designed to encourage,
assist, train, or facilitate the economic independence of HUD-assisted families or to
provide work to such families [24 CFR 5.603(b)].

o New employment or increased earnings by a family member who is a person with
disabilities and who has received benefits or services under Temporary Assistance
for Needy Families (TANF) or any other state program funded under Part A of Title
IV of the Social Security Act within the past six months. If the benefits are received
in the form of monthly maintenance, there is no minimum amount. If the benefits or
services are received in a form other than monthly maintenance, such as one-time
payments, wage subsidies, or transportation assistance, the total amount received
over the six-month period must be at least $500.
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Calculation of the Disallowance

Calculation of the earned income disallowance for an eligible member of a qualified
family begins with a comparison of the member’s current income with his or her
“paseline income.” The family member’s baseline income is his or her income
immediately prior to qualifying for the EID. The family member’s baseline income
remains constant throughout the period that he or she is participating in the EID. While
qualification for the disallowance is the same for all families, calculation of the
disallowance will differ depending on when the family member qualified for the EID.
Participants qualifying prior to May 9, 2016, will have the disallowance calculated under
the “Original Calculation Method” described below which requires a maximum lifetime
disallowance period of up to 48 consecutive months. Participants qualifying on or after
May 9, 2016, will be subject to the “Revised Calculation Method” Which shortens the
lifetime disallowance period-to 24 consecutive months.

Under both the original and new methods, the EID eligibility criteria, the benefit
amount, the single lifetime eligibility requirement and the ability of the applicable family
member to stop and restart employment during the eligibility period are the same.

Original Calculation Method
Initial 12-Month Exclusion

During the initial 12-month exclusion period, the full amount (100 percent) of any
increase in income attributable to new employment or increased earnings is excluded.
The 12 months are cumulative and need not be consecutive.

HADCO Policy

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

Second 12-Month Exclusion and Phase-In

During the second 12-month exclusion period, the exclusion is reduced to half (50
percent) of any increase in income attributable to employment or increased earnings.
The 12 months are cumulative and need not be consecutive.

Lifetime Limitation

The EID has a four-year (48-month) lifetime maximum. The four-year eligibility period
begins at the same time that the initial exclusion period begins and ends 48 months
later. The one-time eligibility for the EID applies even if the eligible individual begins to
receive assistance from another housing agency, if the individual moves between public
housing and Section 8 assistance, or if there are breaks in assistance.

HADCO Policy

During the 48-month eligibility period, HADCO will schedule and conduct an
interim reexamination each time there is a change in the family member’s annual
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income that affects or is affected by the EID (e.g., when the family member’s
income falls to a level at or below his/her prequalifying income, when one of the
exclusion periods ends, and at the end of the lifetime maximum eligibility

period).
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Revised Calculation Method
Initial 12-Month Exclusion

During the initial exclusion period of 12 consecutive months, the full amount (100
percent) of any increase in income attributable to new employment or increased
earnings is excluded. :

HADCO Policy

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

Second 12-Month Exclusion

During the second exclusion period of 12 consecutive months, the PHA must exclude at
least 50 percent of any increase in income attributable to employment or increased
earnings.

HADCO Policy

During the second 12-month exclusion period, HADCO will exclude 50 percent of
any increase in income attributable to new employment or increased earnings.

Lifetime Limitation

The EID has a two-year (24-month) lifetime maximum. The two-year eligibility period
begins at the same time that the initial exclusion period begins and ends 24 months
later. During the 24-month period, an individual remains eligible for EID even if they
begin to receive assistance from a different housing agency, move between public
housing and Section 8 assistance, or have breaks in assistance.
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6-I1.F. BUSINESS INCOME [24 CFR 5.609(5)(2)]

Annual income includes “the net income from the operation of a business or profession.
Expenditures for business expansion or amortization of capital indebtedness shall not be
used as deductions in determining net income. An allowance for depreciation of assets
used in a business or profession may be deducted, based on straight line depreciation,
as provided in Internal Revenue  Service regulations. Any withdrawal of cash or assets
from the operation of a business or profession will be included in income, except to the
extent the withdrawal is reimbursement of cash or assets invested in the operation by
the family” [24 CFR 5.609(b)(2)].

Business Expenses
Net income is “gross income less business expense” [HCV GB, p. 5-19].
HADCO Policy

To determine business expenses that may be deducted from gross income,
HADCO will use current applicable Internal Revenue Service (IRS) rules for
determining allowable business expenses [see IRS Publication 535], unless a
topic is addressed by HUD regulations or guidance as described below.

Business Expansion

HUD regulations do not permit the PHA to deduct from gross income expenses for
business expansion.

HADCO Policy

Business expansion is defined as any capital expenditures made to add new
business activities, to expand current facilities, or to operate the business in
additional locations. For example, purchase of a street sweeper by a construction
business for the purpose of adding street cleaning to the services offered by the
business would be considered a business expansion. Similarly, the purchase of a
property by a hair care business to open at a second location would be
_considered a business expansion.

Capital Indebtedness

HUD regulations do not permit the PHA to deduct from gross income the amortization
of capital indebtedness.

HADCO Policy

Capital indebtedness is defined as the principal portion of the payment on a
capital asset such as land, buildings, and machinery. This means HADCO will
allow as a business expense interest, but not principal, paid on capital
indebtedness.
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Negative Business Income

If the net income from a business is negative, no business income will be included in
annual income; a negative amount will not be used to offset other family income.

Withdrawal of Cash or Assets from a Business

HUD regulations require the PHA to include in annual income the withdrawal of cash or
assets from the operation of a business or profession unless the withdrawal reimburses
a family member for cash or assets invested in the business by the family.

HADCO Policy

Acceptable investments in a business include cash loans and contributions of
assets or equipment. For example, if a member of an assisted family provided an
up-front loan of $2,000 to help a business get started, HADCO will not count as
income any withdrawals from the business up to the amount of this loan until the
loan has been repaid. Investments do not include the value of labor contributed
to the business without compensation. :

Co-owned Businesses
HADCO Policy

If a business is co-owned with someone outside the family, the family must
document the share of the business it owns. If the family’s share of the income
is lower than its share of ownership, the family must document the reasons for
the difference.
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6-1.G. ASSETS [24 CFR 5.609(b)(3); 24 CFR 5.603(b)]
Overview

There is no asset limitation for participation in the HCV program. However, HUD
requires that the PHA include in annual income the anticipated “interest, dividends, and
other net income of any kind from real or personal property” [24 CFR 5.609(b)(3)]. This
section discusses how the income from various types of assets is determined. For most
types of assets, the PHA must determine the value of the asset in order to compute
income from the asset. Therefore, for each asset type, this section discusses:

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

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

Optional policies for family self-certification of assets are found in Chapter 7.
General Policies
Income from Assets

The PHA generally will use current circumstances to determine both the value of an
asset and the anticipated income from the asset. As is true for all sources of income,
HUD authorizes the PHA to use other than current circumstances to anticipate income
when (1) an imminent change in circumstances is expected (2) it is not feasible to
anticipate a level of income over 12 months or (3) the PHA believes that past income is
the best indicator of anticipated income. For example, if a family member owns real
property that typically receives rental income but the property is currently vacant, the
PHA can take into consideration past rental income along with the prospects of
obtaining a new tenant.

HADCO Policy

Anytime current circumstances are not used to determine asset income, a clear
rationale for the decision will be documented in the file. In such cases the family
may present information and documentation to HADCO to show why the asset
income determination does not represent the family’s anticipated asset income.
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Valuing Assets

The ‘calculation of asset income sometimes requires the PHA to make a distinction
between an asset’s market value and its cash value.

e The market value of an asset is its worth in the market (e.g., the amount a buyer
would pay for real estate or the total value of an investment account).

e The cash value of an asset is its market value less all reasonable amounts that
would be incurred when converting the asset to cash.

HADCO Policy

Reasonable costs that would be incurred when disposing of an asset include, but
are not limited to, penalties for premature withdrawal, broker and legal fees, and .
settlement costs incurred in real estate transactions [HCV GB, p. 5-28].

Lump-Sum Receipts

Payments that are received in a single lump sum, such as inheritances, capital gains,
lottery winnings, insurance settlements, and proceeds from the sale of property, are
generally considered assets, not income. However, such lump-sum receipts are counted
as assets only if they are retained by a family in a form recognizable as an asset (e.g.,
deposited in a savings or checking account) [RHIIP FAQs]. (For a discussion of lump-
sum payments that represent the delayed start of a periodic payment, most of which
are counted as income, see sections 6-1.H and 6-1.1.)

Imputing Income from Assets [24 CFR 5. 609(b)(3), Notice PIH 2012-29)

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

e Note: The HUD field office no longer provides an interest rate for imputed asset
income.

HADCO Policy
HADCO will initially set the imputed asset passbook rate at zero.
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