CHAPTER 6

INCOME AND RENT DETERMINATIONS
[24 CFR Part 5, Subparts E and F; 24 CFR 960, Suljja

INTRODUCTION

A family’s income determines eligibility for assasice and is also used to calculate the family’s
rent payment. The Housing Authority of Danvilldlwase the policies and methods described in
this chapter to ensure that only eligible familieseive assistance and that no family pays more
or less than its obligation under the regulatiofkis chapter describes HUD regulations and
Housing Authority of Danville policies related toeise topics in three parts as follows:

Part I: Annual IncomeHUD regulations specify the sources of incommttude and
exclude to arrive at a family’s annual income. Séesquirements and Housing
Authority of Danville policies for calculating analincome are found in Part I.

Part II: Adjusted IncomeOnce annual income has been established HUDategs
require the Housing Authority of Danville to sulatrérom annual income any of five
mandatory deductions for which a family qualifieBhese requirements and Housing
Authority of Danville policies for calculating adjted income are found in Part II.

Part Ill: Calculating RentThis part describes the statutory formula foceohiting total
tenant payment (TTP), the use of utility allowan@es the methodology for determining
family rent payment. Also included here are fltts and the family’s choice in rents.

PART I: ANNUAL INCOME

6-1.A. OVERVIEW
The general regulatory definition ahnual incomeshown below is from 24 CFR 5.609.

5.609 Annual income.
(a) Annual income means all amounts, monetary grwiaich:

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

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

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

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

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

* Annual Income Inclusions (Exhibit 6-1)
* Annual Income Exclusions (Exhibit 6-2)
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» Treatment of Family Assets (Exhibit 6-3)
» Earned Income Disallowance (Exhibit 6-4)
* The Effect of Welfare Benefit Reduction (Exhibi6-

Sections 6-1.B and 6-1.C discuss general requirgsn@md methods for calculating annual
income. The rest of this section describes hova saarce of income is treated for the purposes
of determining annual income. HUD regulations presncome inclusions and exclusions
separately [24 CFR 5.609(b) and 24 CFR 5.609(c)this ACOP, however, the discussions of
income inclusions and exclusions are integratetbpic (e.g., all policies affecting earned
income are discussed together in section 6-l.Dgrifl¢ation requirements for annual income are
discussed in Chapter 7.

6-1.B. HOUSEHOLD COMPQOSITION AND INCOME

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

Summary of Income Included and Excluded by Person

Live-in aides Income from all sources is excludadl CFR 5.609(c)(5)].
Foster child or foster adult Income from all sosrteexcluded [24 CFR 5.609(a)(1)].
Head, spouse, or cohead All sources of income not specifically excludedthg

Other adult family members | regulations are included.
Children under 18 years of age Employment inconexcduded [24 CFR 5.609(c)(1)].

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

Full-time students 18 years of Employment income above $480/year is excluded [ZR G
age or older (not head, spouse5.609(c)(11)].

or cohead) All other sources of income, except those spedifica

excluded by the regulations, are included.

Temporarily Absent Family Members

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

Housing Authority of Danville Policy

Generally an individual who is or is expected tabegent from the assisted unit for 180
consecutive days or less is considered temporadgnt and continues to be considered
a family member. Generally an individual who ig®expected to be absent from the
assisted unit for more than 180 consecutive dagsnsidered permanently absent and no
longer a family member. Exceptions to this genpaddicy are discussed below.
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Absent Students
Housing Authority of Danville Policy

When someone who has been considered a family mattbads school away from
home, the person will continue to be considereahal member unless information
becomes available to the Housing Authority of Ddavndicating that the student has
established a separate household or the familyadecthat the student has established a
separate household.

Absences Due to Placement in Foster Care

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

Housing Authority of Danville Policy

If a child has been placed in foster care, the khguauthority of Danville will verify

with the appropriate agency whether and when tild hexpected to be returned to the
home. Unless the agency confirms that the chitddeen permanently removed from the
home, the child will be counted as a family member.

Absent Head, Spouse, or Cohead
Housing Authority of Danville Policy

An employed head, spouse, or cohead absent froomihenore than 180 consecutive
days due to employment will continue to be congdex family member

Individuals Confined for Medical Reasons
Housing Authority of Danville Policy

An individual confined to a nursing home or hospatia a permanent basis is not
considered a family member.

If there is a question about the status of a famigmber, the Housing Authority of
Danville will request verification from a responigitmedical professional and will use
this determination. If the responsible medicalf@ssional cannot provide a
determination, the person generally will be consaddemporarily absent. The family
may present evidence that the family member isinedfon a permanent basis and
request that the person not be considered a fan@iyber.

Joint Custody of Children
Housing Authority of Danville Policy

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

When more than one applicant or assisted familyafidiess of program) is claiming the
same dependents as family members, the familyprithary custody at the time of the
initial examination or reexamination will be abtedlaim the dependents. If there is a
dispute about which family should claim them, theusing Authority of Danville will
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make the determination based on available docunseicts as court orders, or an IRS
return showing which family has claimed the chidd ihcome tax purposes.

Caretakers for a Child
Housing Authority of Danville Policy

If neither a parent nor a designated guardian nesnaia household receiving assistance,
the Housing Authority of Danville will take the folving actions.

If a responsible agency has determined that anathdt is to be brought into the
unit to care for a child for an indefinite peridde designated caretaker will not
be considered a family member until a determinatibcustody or legal
guardianship is made.

If a caretaker has assumed responsibility for llahithout the involvement of a
responsible agency or formal assignment of custodggal guardianship, the
caretaker will be treated as a visitor for 90 daéter the 90 days has elapsed,
the caretaker will be considered a family membéessinformation is provided
that would confirm that the caretaker’s role is pemary. In such cases the
Housing Authority of Danville will extend the caager’s status as an eligible
visitor.

At any time that custody or guardianship legallg baen awarded to a caretaker,
the lease will be transferred to the caretakeheasl of household.

During any period that a caretaker is consideregitor, the income of the
caretaker is not counted in annual income anddhetaker does not qualify the
family for any deductions from income.

6-1.C. ANTICIPATING ANNUAL INCOME

The Housing Authority of Danville is required toud all income “anticipated to be received
from a source outside the family during the 12-rhgeetriod following admission or annual
reexamination effective date” [24 CFR 5.609(a)(Fplicies related to anticipating annual
income are provided below.

Basis of Annual Income Projection

The Housing Authority of Danville generally will @gurrent circumstances to determine
anticipated income for the coming 12-month peribtlUD authorizes the Housing Authority of
Danville to use other than current circumstancest@ipate income when:

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

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

* The Housing Authority of Danville believes that peome is the best available indicator of
expected future income [24 CFR 5.609(d)]

Housing Authorities are required to use HUD’s Eptese Income Verification (EIV) system in
its entirety as a third party source to verify eayphent and income information, and to reduce
administrative subsidy payment errors in accordavite HUD administrative guidance [24
CFR 5.233(a)(2)].
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HUD allows PHAs to use pay-stubs to project incamee EIV data has been received in such
cases where the family does not dispute the ElIVieyep data and where the PHA does not
determine it is necessary to obtain additionabtiparty data.

Housing Authority of Danville Policy

When EIV is obtained and the family does not disgbe EIV employer data, the
Housing Authority of Danville will use current tamaprovided documents to project
annual income. When the tenant-provided documeatpay stubs, the Housing
Authority of Danville will make every effort to ohin current and consecutive pay stubs
dated within the last 60 days.

The HOUSING AUTHORITY OF DANVILLE will obtain writen and/or oral third-party
verification in accordance with the verificatiorguegrements and policy in Chapter 7 in
the following cases:

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

In such cases, the Housing Authority of Danvilldl vaview and analyze current data to
anticipate annual income. In all cases, the fafilgywill be documented with a clear
record of the reason for the decision, and a @edit trail will be left as to how the
Housing Authority of Danville annualized projectiedome.

When the Housing Authority of Danville cannot rdgdinticipate income based upon
current circumstances (e.g., in the case of sebsamEoyment, unstable working hours,
or suspected fraud), the Housing Authority of Ddawvill review and analyze historical
data for patterns of employment, paid benefits, r@edipt of other income and use the
results of this analysis to establish annual income

Any time current circumstances are not used toept@nnual income, a clear rationale
for the decision will be documented in the file.alhsuch cases the family may present
information and documentation to the Housing Auitlyasf Danville to show why the
historic pattern does not represent the familytscgrated income.

Known Changes in Income

If the Housing Authority of Danville verifies an opming increase or decrease in
income, annual income will be calculated by apmy#&ach income amount to the
appropriate part of the 12-month period.

Example: An employer reports that a full-time employee Wias been receiving $7/hour
will begin to receive $7.25/hour in the eighth wesler the effective date of the
reexamination. In such a case the Housing AuthofiDanville would calculate annua|
income as follows: ($7/hour x 40 hours x 7 week§p 425 x 40 hours x 45 weeks).

The family may present information that demonsgaitat implementing a change before
its effective date would create a hardship forfamily. In such cases the Housing
Authority of Danville will calculate annual inconmusing current circumstances and then
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require an interim reexamination when the changi@ga#lg occurs. This requirement will
be imposed even if the Housing Authority of Dare/glpolicy on reexaminations does
not require interim reexaminations for other typéshanges.

When tenant-provided third-party documents are tsedhticipate annual income, they will be
dated within the last 60 days of the reexaminaitiberview date.

EIV quarterly wages will not be used to project @anncome at an annual or interim
reexamination.

Projecting Income

In HUD’s EIV webcast of January 2008, HUD made clbat Housing Authorities are not to
use EIV quarterly wages to project annual income.

6-1.D. EARNED INCOME

Types of Earned Income Included in Annual Income

Wages and Related Compensation [24 CFR 5.609(b)(1)]

The full amount, before any payroll deductionswaiges and salaries, overtime pay,
commissions, fees, tips and bonuses, and otherexmsation for personal services is included in
annual income.

Housing Authority of Danville Policy

For persons who regularly receive bonuses or cosioms, the Housing Authority of
Danville will verify and then average amounts rgeédifor the two years preceding
admission or reexamination. If only a one-yeatdnisis available, the Housing

Authority of Danville will use the prior year amawn In either case the family may
provide, and the Housing Authority of Danville walbnsider, a credible justification for
not using this history to anticipate future bonusesommissions. If a new employee has
not yet received any bonuses or commissions, thesidg Authority of Danville will

count only the amount estimated by the employer.

Some Types of Military Pay

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

Types of Earned Income_NotCounted in Annual Income

Temporary, Nonrecurring, or Sporadic Income [24 CFR609(c)(9)]

This type of income (including gifts) is not inclediin annual income.
Housing Authority of Danville Policy

Sporadic income is income that is not receivedoakcally and cannot be reliably
predicted. For example, the income of an individu@o works occasionally, as a
handyman would be considered sporadic if futurekveould not be anticipated and no
historic, stable pattern of income existed.
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Children’s Earnings [24 CFR 5.609(c)(1)]

Employment income earned by children (includingdoghildren) under the age of 18 years is
not included in annual income. (See Eligibilityapter for a definition ofoster children)

Certain Earned Income of Full-Time Students

Earnings in excess of $480 for each full-time stude3 years old or older (except for the head,
spouse, or cohead) are not counted [24 CFR 5.609(¢) To be considered “full-time,” a
student must be considered “full-time” by an ediocst! institution with a degree or certificate
program [HCV GB, p. 5-29].

Income of a Live-in Aide.

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

Income Earned under Certain Federal Programs [24 @F5.609(c)(17)]

Income from some federal programs is specificatiyleded from consideration as income,
including:

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

» Payments received under programs funded in whaile pairt under the Job Training
Partnership Act (29 U.S.C. 1552(b))

* Awards under the federal work-study program (20.0.8087 uu)

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

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

» Allowances, earnings, and payments to participangsograms funded under the Workforce
Investment Act of 1998 (29 U.S.C. 2931)

Resident Service Stipend [24 CFR 5.600(c)(8)(iv)]

Amounts received under a resident service stipemaa@t included in annual income. A resident
service stipend is a modest amount (not to exc28a er individual per month) received by a
resident for performing a service for the Housinghority of Danville or owner, on a part-time
basis, that enhances the quality of life in theaetigyment. Such services may include, but are
not limited to, fire patrol, hall monitoring, lawmaintenance, resident initiatives coordination,
and serving as a member of the Housing Authoritipafville’s governing board. No resident
may receive more than one such stipend duringaheeperiod of time.

State and Local Employment Training Program

Incremental earnings and benefits to any family ime@mesulting from participation in
qualifying state or local employment training pragss (including training programs not
affiliated with a local government) and trainingaofamily member as resident management staff
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are excluded from annual income. Amounts exclugethis provision must be received under
employment training programs with clearly defineshlg and objectives and are excluded only
for the period during which the family member papates in the training program [24 CFR
5.609(c)(8)(V)].

Housing Authority of Danville Policy

The Housing Authority of Danville defingsining programas “a learning process with
goals and objectives, generally having a varietgashponents, and taking place in a
series of sessions over a period of time. It @gieed to lead to a higher level of
proficiency, and it enhances the individual’s d@pito obtain employment. It may have
performance standards to measure proficiency.nifrgumay include, but is not limited
to: (1) classroom training in a specific occupadiloskill, (2) on-the-job training with
wages subsidized by the program, or (3) basic dtuncdexpired Notice PIH 98-2, p. 3].

The Housing Authority of Danville definéiscremental earnings and benefés the
difference between (1) the total amount of welfssistance and earnings of a family
member prior to enrollment in a training progrand ) the total amount of welfare
assistance and earnings of the family member efteiiment in the program [expired
Notice PIH 98-2, pp. 3-4].

In calculating the incremental difference, the HogsAuthority of Danville will use as
the pre-enrollment income the total annualized amotithe family member’s welfare
assistance and earnings reported on the familys necently completed HUD-50058.

End of participation in a training program mustrbported in accordance with the
Housing Authority of Danville's interim reportingquirements (see chapter on
reexaminations).

HUD-Funded Training Programs

Amounts received under training programs fundedhnole or in part by HUD [24 CFR
5.609(c)(8)(i)] are excluded from annual incomeigiBle sources of funding for the training
include operating subsidy, Section 8 administrataes, and modernization, Community
Development Block Grant (CDBG), HOME program, atigeo grant funds received from HUD.

Housing Authority of Danville Policy

To qualify as a training program, the program nmset the definition afraining
programprovided above for state and local employmenningi programs. The Housing
Authority of Danville collaborates with outside agees to provide training programs.

Earned Income Tax CreditEarned income tax credit (EITC) refund paymentgireed on or

after January 1, 1991 (26 U.S.C. 32())), are exatiom annual income [24 CFR 5.609(c)(17)].
Although many families receive the EITC annuallyentthey file taxes, an EITC can also be
received throughout the year. The prorated shiateecannual EITC is included in the
employee’s payroll check.

Earned Income DisallowanceThe earned income disallowance is discussedctinses-1.E
below.
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6-1.E. EARNED INCOME DISALLOWANCE [24 CFR 960.255]

The earned income disallowance (EID) encouragegledo enter the work force by not
including the full value of increases in earnedime for a period of time. The full text of 24
CFR 960.255 is included as Exhibit 6-4 at the entthis chapter. Eligibility criteria and
limitations on the disallowance are summarizedelo

Eligibility
This disallowance applies only to individuals imiées already participating in the public

housing program (not at initial examination). Talfy, the family must experience an increase
in annual income that is the result of one of tlk¥ing events:

* Employment of a family member who was previouslgmployed for one or more years
prior to employmentPreviously unemployedcludes a person who annually has earned not
more than the minimum wage applicable to the comiyunmultiplied by 500 hours. The
applicable minimum wage is the federal minimum wagkess there is a higher state or local
minimum wage.

* Increased earnings by a family member whose eaninogease during participation in an
economic self-sufficiency or job-training program.self-sufficiency program includes a
program designed to encourage, assist, train cditése the economic independence of
HUD-assisted families or to provide work to sucthniiges [24 CFR 5.603(b)].

* New employment or increased earnings by a familynber who has received benefits or
services under Temporary Assistance for Needy k@s(iTANF) or any other state program
funded under Part A of Title IV of the Social SatuAct within the past six months. If the
benefits are received in the form of monthly maiatece, there is no minimum amount. If
the benefits or services are received in a forreratiian monthly maintenance, such as one-
time payments, wage subsidies, or transportatisistasice, the total amount received over
the six-month period must be at least $500.

Calculation of the Disallowance

Calculation of the earned income disallowance foelégible member of a qualified family
begins with a comparison of the member’s currecrime with his or her “prior income.”

Housing Authority of Danville Policy

The Housing Authority of Danville defingsior income,or prequalifying incomeas the
family member’s last certified income prior to géyhg for the EID.

The family member’s prior, or prequalifying, incomamains constant throughout the period that
he or she is receiving the EID.

Initial 12-Month Exclusion

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

Housing Authority of Danville Policy

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

earnings.
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Second 12-Month Exclusion and Phase-In

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

Lifetime Limitation

The EID has a four-year (48-month) lifetime maximuihe four-year eligibility period begins

at the same time that the initial exclusion pebedins and ends 48 months later. The one-time
eligibility for the EID applies even if the eligbindividual begins to receive assistance from
another housing agency, if the individual movesveen public housing and Section 8
assistance, or if there are breaks in assistance.

Housing Authority of Danville Policy

During the 48-month eligibility period, the HousiAgithority of Danville will conduct
an interim reexamination each time there is a ceamghe family member’s annual
income that affects or is affected by the EID (eaghen the family member’s income
falls to a level at or below his/her prequalifyimgome, when one of the exclusion
periods ends, and at the end of the lifetime marineligibility period).

Individual Savings Accounts [24 CFR 960.255(d)]
Housing Authority of Danville Policy

The Housing Authority of Danville chooses not ttaetish a system of individual
savings accounts (ISAs) for families who qualify fiee EID.

6-1.F. BUSINESS INCOME [24 CFR 5.609(b)(2)]

Annual income includes “the net income from therapien of a business or profession.
Expenditures for business expansion or amortizaifarapital indebtedness shall not be used as
deductions in determining net income. An allowaftcedepreciation of assets used in a
business or profession may be deducted, basedaghstline depreciation, as provided in
Internal Revenue Service regulations. Any withdrbef cash or assets from the operation of a
business or profession will be included in incomept to the extent the withdrawal is
reimbursement of cash or assets invested in thetpe by the family” [24 CFR 5.609(b)(2)].

Business Expenses
Net income is “gross income less business expdieV¥ GB, p. 5-19].
Housing Authority of Danville Policy

To determine business expenses that may be deduatedross income, the Housing
Authority of Danville will use current applicablaternal Revenue Service (IRS) rules for
determining allowable business expenses [see IR8cBtion 535], unless a topic is
addressed by HUD regulations or guidance as desthblow.

Business Expansion

HUD regulations do not permit the Housing AuthoofyDanville to deduct from gross income
expenses for business expansion.
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Housing Authority of Danville Policy

Business expansios defined as any capital expenditures made tanadldbusiness
activities, to expand current facilities, or to ogge the business in additional locations.
For example, purchase of a street sweeper by drootisn business for the purpose of
adding street cleaning to the services offerechbyblusiness would be considered a
business expansion. Similarly, the purchase aobpgsty by a hair care business to open
at a second location would be considered a buseqsmsion.

Capital Indebtedness

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

Housing Authority of Danville Policy

Capital indebtedness defined as the principal portion of the paymamt capital asset
such as land, buildings, and machinery. This méamsiousing Authority of Danville
will allow as a business expense interest, bupnatipal, paid on capital indebtedness.

Negative Business Income

If the net income from a business is negative, ugirtess income will be included in annual
income; a negative amount will not be used to oifgleer family income.

Withdrawal of Cash or Assets from a Business

HUD regulations require the Housing Authority ofriddle to include in annual income the
withdrawal of cash or assets from the operatioa bfisiness or profession unless the withdrawal
reimburses a family member for cash or assets iegas the business by the family.

Housing Authority of Danville Policy

Acceptable investments in a business include azsfsland contributions of assets or
equipment. For example, if a member of a tenamtlyaprovided an up-front loan of
$2,000 to help a business get started, the Housirtigority of Danville will not count as
income any withdrawals from the business up tatheunt of this loan until the loan has
been repaid. Investments do not include the valu@bor contributed to the business
without compensation.

Co-owned Businesses
Housing Authority of Danville Policy

If a business is co-owned with someone outsidéaimdy, the family must document the
share of the business it owns. If the family’srehaf the income is lower than its share
of ownership, the family must document the reagonthe difference.

6-1.G. ASSETS [24 CFR 5.609(b)(3) and 24 CFR 5.603(b)]
Overview

There is no asset limitation for participation e tpublic housing program. However, HUD
requires that the Housing Authority of Danville lude in annual income the “interest,
dividends, and other net income of any kind frold & personal property” [24 CFR
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5.609(b)(3)]. This section discusses how the iredmmm various types of assets is determined.
For most types of assets, the Housing Authoritafville must determine the value of the asset
in order to compute income from the asset. Theeefor each asset type, this section discusses:

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

Exhibit 6-1 provides the regulatory requirementsdalculating income from assets [24 CFR
5.609(b)(3)], and Exhibit 6-3 provides the regutgtdefinition ofnet family assetsThis section
begins with a discussion of general policies relateassets and then provides HUD rules and
Housing Authority of Danville policies related taah type of asset.

General Policies
Income from Assets

The Housing Authority of Danville generally will @zurrent circumstances to determine both
the value of an asset and the anticipated incoom the asset. As is true for all sources of
income, HUD authorizes the Housing Authority of Dile to use other than current
circumstances to anticipate income when (1) an imentichange in circumstances is expected
(2) it is not feasible to anticipate a level ofante over 12 months or (3) the Housing Authority
of Danville believes that past income is the bedicator of anticipated income. For example, if
a family member owns real property that typicadlgeives rental income but the property is
currently vacant, the Housing Authority of Danvitlan take into consideration past rental
income along with the prospects of obtaining a teEvant.

Housing Authority of Danville Policy

Any time current circumstances are not used torohéte asset income, a clear rationale
for the decision will be documented in the file such cases the family may present
information and documentation to the Housing Auitiyaxf Danville to show why the
asset income determination does not represenathiyfs anticipated asset income.

Valuing Assets

The calculation of asset income sometimes reqtiegiousing Authority of Danville to make a
distinction between an asset’s market value anchg value.

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

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

Housing Authority of Danville Policy

Reasonable costs that would be incurred when dispa$ an asset include, but are
not limited to, penalties for premature withdrawabker, and legal fees, and
settlement costs incurred in real estate transscfidCV GB, p. 5-28 and PH Occ
GB, p. 121].

Lump-Sum Receipts

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

Imputing Income from Assets [24 CFR 5.609(b)[3)

When net family assets are $5,000 or less, the iAgusuthority of Danville will include in
annual income the actual income anticipated todrveld from the assets. When the family has
net family assets in excess of $5,000, the Hou&intgority of Danville will include in annual
income the greater of (1) the actual income derfveih the assets or (2) the imputed income.
Imputed income from assets is calculated by muitigl the total cash value of all family assets
by the current HUD-established passbook savings rat

Determining Actual Anticipated Income from Assets

It may or may not be necessary for the Housing éuittyr of Danville to use the value of an asset
to compute the actual anticipated income from 8g=fa When the value is required to compute
the anticipated income from an asset, the markaewat the asset is used. For example, if the
asset is a property for which a family receivesakimcome, the anticipated income is
determined by annualizing the actual monthly reatabunt received for the property; it is not
based on the property’s market value. Howevehgfasset is a savings account, the anticipated
income is determined by multiplying the market wabi the account by the interest rate on the
account.

Withdrawal of Cash or Liquidation of Investments

Any withdrawal of cash or assets from an investmeahtbe included in income except to the
extent that the withdrawal reimburses amounts i@geBy the family. For example, when a
family member retires, the amount received by #mailfy from a retirement plan is not counted
as income until the family has received paymentsktp the amount the family member
deposited into the retirement fund.

Jointly Owned Assets

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

Housing Authority of Danville Policy

If more than one person owns an asset and anyyfanginber has unrestricted access to
the asset, the Housing Authority of Danville widlunt the full value of the asset. A
family member has unrestricted access to an assst we or she can legally dispose of
the asset without the consent of any of the otharers.

If more than one person, including a family memb&ms an asset but the family
member does not have unrestricted access to the #esHousing Authority of Danville
will prorate the asset according to the percentdgevnership. If no percentage is
specified or provided for by state or local lawe tHousing Authority of Danville will
prorate the asset evenly among all owners.

Assets Disposed Of for Less than Fair Market Vali2gt CFR 5.603(b)]

HUD regulations require the Housing Authority ofriddle to count as a current asset any
business or family asset that was disposed okfs than fair market value during the two years
prior to the effective date of the examination/@®ination, except as noted below.
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Minimum Threshold

The Housing Authority of Danville may set a threlshioelow which assets disposed of for less
than fair market value will not be counted [HCV GB 5-27].

Housing Authority of Danville Policy

The Housing Authority of Danville will not includde value of assets disposed of for
less than fair market value unless the cumula@wemarket value of all assets disposed
of during the past two years exceeds the gross ammeceived for the assets by more
than $1,000.

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

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

Separation or Divorce

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

Housing Authority of Danville Policy

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

Foreclosure or Bankruptcy

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

Family Declaration
Housing Authority of Danville Policy

Families must sign a declaration form at initiaftéeation and each annual
recertification identifying all assets that havebelisposed of for less than fair market
value or declaring that no assets have been didmdder less than fair market value.
The Housing Authority of Danville may verify thelua of the assets disposed of if other
information available to the Housing Authority oabville does not appear to agree with
the information reported by the family.

Types of Assets
Checking and Savings Accounts

For regular checking accounts and savings accocedh, valuehas the same meaningraarket
value If a checking account does not bear interestatiticipated income from the account is
zero.
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Housing Authority of Danville Policy

In determining the value of a checking account,Hbesing Authority of Danville will
use the average monthly balance for the last sixtingoor, if a six-month average is not
available, then the Housing Authority of Danvillédlwse the average balance provided
by the bank on the most recent statement.

In determining the value of a savings accountHbasing Authority of Danville will use
the current balance.

In determining the anticipated income from an ies¢ibearing checking or savings
account, the Housing Authority of Danville will ntigly the value of the account by the
current rate of interest paid on the account.

Investment Accounts Such as Stocks, Bonds, Saviegdi@icates, and Money Market Funds

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

Housing Authority of Danville Policy

In determining the market value of an investmegbaat, the Housing Authority of
Danville will use the value of the account on thestrecent investment report.

How anticipated income from an investment accouhth& calculated depends on
whether the rate of return is known. For assetsdre held in an investment account
with a known rate of return (e.g., savings cerdifes), asset income will be calculated
based on that known rate (market value multipligdabe of earnings). When the
anticipated rate of return is not known (e.g., k$dcthe Housing Authority of Danville
will calculate asset income based on the earnioighé& most recent reporting period.

Equity in Real Property or Other Capital Investment

Equity (cash value) in a property or other capatset is the estimated current market value of
the asset less the unpaid balance on all loansexkeby the asset and reasonable costs (such as
broker fees) that would be incurred in selling élsset [HCV GB, p. 5-25 and PH, p. 121].

Equity in real property and other capital investitsaa considered in the calculation of asset
income except for the following types of assets:

» Equity accounts in HUD homeownership programs [FERG.603(b)]

» Equity in real property when a family member’s magatupation is real estate [HCV GB, p.
5-25]. This real estate is considered a busingesstaand income related to this asset will be
calculated as described in section 6-1.F.

* Interests in Indian Trust lands [24 CFR 5.603(b)]
* Real property and capital assets that are par attve business or farming operation [HCV
GB, p. 5-25]

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

In the case of a mortgage or deed of trust held family member, the outstanding balance
(unpaid principal) is the cash value of the as3éte interest portion only of payments made to
the family in accordance with the terms of the mage or deed of trust is counted as anticipated
asset income.

Housing Authority of Danville Policy

In the case of capital investments owned jointlthvathers not living in a family’s unit, a
prorated share of the property’s cash value wilkktaented as an asset unless the Housing
Authority of Danville determines that the familycetves no income from the property

and is unable to sell or otherwise convert thetasseash.

Trusts

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

Revocable Trusts

If any member of a family has the right to withdrdwe funds in a trust, the value of the trust is
considered an asset [HCV GB, p. 5-25]. Any incaamed as a result of investment of trust
funds is counted as actual asset income, whethentiome is paid to the family or deposited in
the trust.

Nonrevocable Trusts

In cases where a trust is not revocable by, or wth#econtrol of, any member of a family, the
value of the trust fund is not considered an asHetvever, any income distributed to the family
from such a trust is counted as a periodic payraeatlump-sum receipt, as appropriate [24 CFR
5.603(b)]. (Periodic payments are covered in sadi-l.H. Lump sum receipts are discussed
earlier in this section.)

Retirement Accounts
Company Retirement/Pension Accounts

In order to correctly include or exclude as an taasg amount held in a company retirement or
pension account by an employed person, the Housitigority of Danville must know whether
the money is accessible before retirement [HCV @mE5-26].

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

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

IRA, Keogh, and Similar Retirement Savings Accounts

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

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

Housing Authority of Danville Policy

In determining the value of personal property reddan investment, the Housing
Authority of Danville will use the family’s estimabf the value. The Housing Authority
of Danville may obtain an appraisal if there iss@ato believe that the family’s
estimated value is off by $50 or more. The familyst cooperate with the appraiser but
cannot be charged any costs related to the appraisa

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

Necessary items of personal property are not cersidassets [24 CFR 5.603(b)].
Housing Authority of Danville Policy

Necessary personal property consists of items asatothing, furniture, household
furnishings, jewelry that is not held as an investinand vehicles, including those
specially equipped for persons with disabilities.

Life Insurance

The cash value of a life insurance policy availdbla family member before death, such as a
whole life or universal life policy, is included the calculation of the value of the family’s
assets [HCV GB 5-25]. The cash value is the sdeewnalue. If such a policy earns dividends
or interest that the family could elect to recetve anticipated amount of dividends or interest is
counted as income from the asset whether or ndathidy actually receives it.

6-I.H. PERIODIC PAYMENTS

Periodic payments are forms of income received myalar basis. HUD regulations specify
periodic payments that are and are not includethimual income.

Periodic Payments Includedin Annual Income

* Periodic payments from sources such as social isgaumemployment and welfare
assistance, annuities, insurance policies, retinéfioeds, and pensionddowever, periodic
payments from retirement accounts, annuities, antles forms of investments are counted
only after they exceed the amount contributed leyfamily [24 CFR 5.609(b)(4) and (b)(3)].

» Disability or death benefits and lottery receip#sd periodically, rather than in a single lump
sum [24 CFR 5.609(b)(4) and HCV, p. 5-14]

» Under the Assistance for Unemployed Workers anddggting Families AgtStates may pay
an additional $25 in unemployment compensat8ection 2002, paragraph (b)(1)). There is
no provision for this income to be excluded in incodaerminations for the PIH rental
assistance programs
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Lump-Sum Payments for the Delayed Start of a Periad Payment

Most lump sums received as a result of delaysacgssing periodic payments, such as
unemployment or welfare assistance, are count@ttame. However, lump-sum receipts for
the delayed start of periodic social security grdemental security income (SSI) payments are
not counted as income [CFR 5.609(b)(4)].

Housing Authority of Danville Policy

When a delayed-start payment is received and regholdring the period in which the
Housing Authority of Danville is processing an aahreexamination, the Housing
Authority of Danville will adjust the tenant rergtroactively for the period the payment
was intended to cover. The family may pay in &rly amount due or request to enter
into a repayment agreement with the Housing Authaf Danville.

See the chapter on reexaminations for informatimuta family’s obligation to report
lump-sum receipts between annual reexaminations.

Periodic Payments Excludedrom Annual Income

Payments received for the care of foster childrefoster adultgusually persons with
disabilities, unrelated to the tenant family, wiie anable to live alone) [24 CFR
5.609(c)(2)]. Kinship care payments are considedvalent to foster care payments and
are also excluded from annual income [Notice P18&280].

Housing Authority of Danville Policy

The Housing Authority of Danville will exclude paynts for the care of foster children
and foster adults only if the care is provided tigio an official arrangement with a local
welfare agency [HCV GB, p. 5-18].

Amounts paid by a state agency to a family witheanber who has a developmental
disability and is living at homt offset the cost of services and equipment rebeul&eep
the developmentally disabled family member at h¢2deCFR 5.609(c)(16)]

Amounts received under the Low-Income Home Energsigtance Prograd2 U.S.C.
1626(c)) [24 CFR 5.609(c)(17)]

Amounts received under the Child Care and Developmck Grant Act of 1990
(42 U.S.C. 9858q) [24 CFR 5.609(c)(17)]

Earned Income Tax Credit (EIT@fund payments (26 U.S.C. 32(j)) [24 CFR 5.60Q(c)].
Note: EITC may be paid periodically if the family elettsreceive the amount due as part of
payroll payments from an employer.

Lump sums received as a result of delays in praeg$ocial Security and SSI payments
(see section 6-1.J.) [24 CFR 5.609(b)(4)].

6-1.1. PAYMENTS IN LIEU OF EARNINGS

Payments in lieu of earnings, such as unemployethidisability compensation, worker’s
compensation, and severance pay, are countedasen@4 CFR 5.609(b)(5)] if they are
received either in the form of periodic paymentenahe form of a lump-sum amount or

prospective monthly amounts for the delayed stiaat eriodic payment. If they are received in
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a one-time lump sum (as a settlement, for instarleey are treated as lump-sum receipts [24
CFR 5.609(c)(3)]. (See also the discussion ofggkripayments in section 6-1.H and the
discussion of lump-sum receipts in section 6-1.G.)

6-1.J. WELFARE ASSISTANCE
Overview

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

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

The Housing Authority of Danville must make a spécalculation of annual income when the
welfare agency imposes certain sanctions on cedaiilies. The full text of the regulation at
24 CFR 5.615 is provided as Exhibit 6-5. The reguents are summarized below. This rule
applies only if a family was a public housing resitlat the time the sanction was imposed.

Covered Families

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

Imputed Income

When a welfare agency imposes a sanction that esdu¢amily’s welfare income because the
family commits fraud or fails to comply with theexgcy’s economic self-sufficiency program or
work activities requirement, the Housing AuthotfyDanville must include in annual income
“imputed” welfare income. The Housing Authority D&nville must request that the welfare
agency inform the Housing Authority of Danville whthe benefits of a public housing resident
are reduced. The imputed income is the amourfathdy would have received if the family
had not been sanctioned.

This requirement does not apply to reductions itfame benefits: (1) at the expiration of the
lifetime or other time limit on the payment of waaié benefits, (2) if a family member is unable
to find employment even though the family membes ¢t@mplied with the welfare agency
economic self-sufficiency or work activities reqenments, or (3) because a family member has
not complied with other welfare agency requirem¢?P4sCFR 5.615(b)(2)].

For special procedures related to grievance heabaged upon the Housing Authority of
Danville’s denial of a family’s request to lowentavhen the family experiences a welfare
benefit reduction, see Chapter 14, Grievances qpals.

Offsets

The amount of the imputed income is offset by ti@ant of additional income the family
begins to receive after the sanction is imposetheMthe additional income equals or exceeds
the imputed welfare income, the imputed incomedsiced to zero [24 CFR 5.615(c)(4)].
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6-1.K. PERIODIC AND DETERMINABLE ALLOWANCES [24 CFR 5.609( b)(7)]

Annual income includes periodic and determinabl@anances, such as alimony and child
support payments, and regular contributions osgédteived from organizations or from persons
not residing with a tenant family.

Alimony and Child Support

The Housing Authority of Danville must count alimyoor child support amounts awarded as
part of a divorce or separation agreement.

Housing Authority of Danville Policy

The Housing Authority of Danville will count couatwarded amounts for alimony and
child support unless the Housing Authority of Ddlewerifies that (1) the payments are
not being made and (2) the family has made reaseedfiorts to collect amounts due,
including filing with courts or agencies responsibbr enforcing payments [HCV GB,
pp. 5-23 and 5-47].

Families who do not have court-awarded alimony @mlil support awards may be asked
to seek a court award and/or take independent ssg@in to obtain collection. If the
family does not seek child support, and there isther income source, the Housing
Authority of Danville may request that the familgek assistance through the TANF
program.

Regular Contributions or Gifts

The Housing Authority of Danville must count asante regular monetary and nonmonetary
contributions or gifts from persons not residinghna tenant family [24 CFR 5.609(b)(7)].
Temporary, nonrecurring, or sporadic income ant gife not counted [24 CFR 5.609(c)(9)].

Housing Authority of Danville Policy

Examples of regular contributions include: (1) dfagpayment of a family’s bills (e.g.,
utilities, telephone, rent, credit cards, and ampents), (2) cash or other liquid assets
provided to any family member on a regular basid, @) “in-kind” contributions such
as groceries and clothing provided to a family aagular basis.

Nonmonetary contributions will be valued at thetadgurchasing the items, as
determined by the Housing Authority of Danvilleorfeontributions that may vary from
month to month (e.g., utility payments), the Hogshuthority of Danville will include
an average amount based upon past history.

6-1.L. ADDITIONAL EXCLUSIONS FROM ANNUAL INCOME

Other exclusions contained in 24 CFR 5.609(c) tlaae not been discussed earlier in this
chapter include the following:

* Reimbursement of medical expenses [24 CFR 5.6@9{c)(

» The full amount of student financial assistape& directly to the student or to the
educational institution [24 CFR 5.609(c)(6)]

Housing Authority of Danville Policy
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Regular financial support from parents or guardtanstudents for food, clothing personal
items, and entertainmeist not considered student financial assistance and igdedin
annual income.

* Amounts received by participants in other publa$gisted programs which are specifically
for or in reimbursement of out-of-pocket expensesiired and which are made solely to
allow participation in a specific program [24 CFR@(c)(8)(iii)]

* Amounts received by a person with a disability #vat disregarded for a limited time for
purposes of Supplemental Security Income eligibditd benefits because they are set aside
for use under a Plan to Attain Self-Sufficiency 3)[(24 CFR 5.609(c)(8)(ii)]

* Reparation paymentsaid by a foreign government pursuant to claidesifunder the laws of
that government by persons who were persecutedgltire Nazi era [24 CFR 5.609(c)(10)]

» Adoption assistancgayments in excess of $480 per adopted child [2R 6.609(c)(12)]
» Refunds or rebates on property tapasgd on the dwelling unit [24 CFR 5.609(c)(15)]

* Amounts paid by a state agency to a family witheanber who has a developmental
disability and is living at homt offset the cost of services and equipment rebénl&eep
the developmentally disabled family member at hfi2deCFR 5.609(c)(16)]

* Amounts specifically excluded by any other fedstatute[24 CFR 5.609(c)(17)]. HUD
publishes an updated list of these exclusions gesadly. It includes:

(8) The value of the allotment provided to an elgihousehold under the Food Stamp Act
of 1977 (7 U.S.C. 2017 (b))

(b) Payments to Volunteers under the Domestic telemServices Act of 1973 (42 U.S.C.
5044(g), 5058)

(c) Payments received under the Alaska Native Glaé®ettlement Act (43 U.S.C. 1626(c))

(d) Income derived from certain submarginal lanthef United States that is held in trust
for certain Indian tribes (25 U.S.C. 459e)

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

(H Payments received under programs funded in &boin part under the Job Training
Partnership Act (29 U.S.C. 1552(b)) (Effective JuiJy2000, references to Job Training
Partnership Act shall be deemed to refer to theesponding provision of the
Workforce Investment Act of 1998 (29 U.S.C. 2931).)

(g) Income derived from the disposition of fundgtie Grand River Band of Ottawa Indians
(Pub. L. 94-540, 90 Stat. 2503-04)

(h) The first $2,000 of per capita shares recefvaah judgment funds awarded by the
Indian Claims Commission or the U. S. Claims Cadilng, interests of individual Indians
in trust or restricted lands, including the fir& @00 per year of income received by
individual Indians from funds derived from inter®sield in such trust or restricted lands
(25 U.S.C. 1407-1408)
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(i) Amounts of scholarships funded under title IMtoe Higher Education Act of 1965,
including awards under the federal work-study paogor under the Bureau of Indian
Affairs student assistance programs (20 U.S.C. aGB7

() Payments received from programs funded undie Vi of the Older Americans Act of
1985 (42 U.S.C. 3056(f))

(k) Payments received on or after January 1, 1888) the Agent Orange Settlement Fund
or any other fund established pursuant to theese#tht in In Re Agent-product liability
litigation, M.D.L. No. 381 (E.D.N.Y.)

() Payments received under the Maine Indian Claédeilement Act of 1980 (25 U.S.C.
1721)

(m) The value of any childcare provided or arran@edany amount received as payment for
such care or reimbursement for costs incurreddoh €are) under the Child Care and
Development Block Grant Act of 1990 (42 U.S.C. 9§b8

(n) Earned income tax credit (EITC) refund paymeat®ived on or after January 1, 1991
(26 U.S.C. 32()))

(o) Payments by the Indian Claims Commission toGbafederated Tribes and Bands of
Yakima Indian Nation or the Apache Tribe of MescalReservation (Pub. L. 95-433)

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

(q) Any allowance paid under the provisions of 3&\C. 1805 to a child suffering from
spina bifida who is the child of a Vietnam vete(ag U.S.C. 1805)

() Any amount of crime victim compensation (untlez Victims of Crime Act) received
through crime victim assistance (or payment or beiraement of the cost of such
assistance) as determined under the Victims of €Act because of the commission of
a crime against the applicant under the Victim€oie Act (42 U.S.C. 10602)

(s) Allowances, earnings and payments to indivisipalrticipating in programs under the
Workforce Investment Act of 1998 (29 U.S.C. 2931)
PART II: ADJUSTED INCOME

6-11.A. INTRODUCTION
Overview

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

5.611(a) Mandatory deductions. In determining adgisncome, the responsible entity (Housing
Authority of Danville) must deduct the following ammts from annual income:

(1) $480 for each dependent;
(2) $400 for any elderly family or disabled family;

(3) The sum of the following, to the extent the sexoeeds three percent of annual income:
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(i) Unreimbursed medical expenses of any eldentyilfaor disabled family;

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

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

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

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

Anticipating Expenses
Housing Authority of Danville Policy

Generally, the Housing Authority of Danville wila current circumstances to anticipate
expenses. When possible, for costs that are eegbéutfluctuate during the year (e.g.,
childcare during school and nonschool periods getical medical expenses), the
Housing Authority of Danville will estimate costaded on historic data and known
future costs.

If a family has an accumulated debt for medicalieability assistance expenses, the
Housing Authority of Danville will include as anigible expense the portion of the debt
that the family expects to pay during the periodwbich the income determination is
being made. However, amounts previously deductédat be allowed even if the
amounts were not paid as expected in a precedimgdpeThe Housing Authority of
Danville may require the family to provide docunsitn of payments made in the
preceding year.

Elderly paying Medicare premiums will have the asrdeductable added to medical
expenses.

6-11.B. DEPENDENT DEDUCTION

A deduction of $480 is taken for each dependenJBR 5.611(a)(1)]Dependents defined as
any family member other than the head, spouseplmead who is under the age of 18 or who is
18 or older and is a person with disabilities dulatime student. Foster children, foster adults,
and live-in aides are never considered depend2at€FR 5.603(b)].

6-11.C. ELDERLY OR DISABLED FAMILY DEDUCTION

A single deduction of $400 is taken for any eldeniydisabled family [24 CFR 5.611(a)(2)]. An
elderly familyis a family whose head, spouse, cohead, or sotelr@eis 62 years of age or
older, and alisabled familyis a family whose head, spouse, cohead, or salebeis a person
with disabilities [24 CFR 5.403].

6-11.D. MEDICAL EXPENSES DEDUCTION [24 CFR 5.611(a)(3)(i)]

Unreimbursed medical expenses may be deductee textent that, in combination with any
disability assistance expenses, they exceed tla@eem of annual income.
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The medical expense deduction is permitted onlydonilies in which the head, spouse, or
cohead is at least 62 or is a person with disaslitlf a family is eligible for a medical expense
deduction, the medical expenses of all family mambee counted [VG, p. 28].

Definition of Medical Expenses

HUD regulations definenedical expensest 24 CFR 5.603(b) to mean “medical expenses,
including medical insurance premiums, that arecgrdted during the period for which annual
income is computed, and that are not covered hyamse.”

Housing Authority of Danville Policy

The most current IRS Publication 502edical and Dental Expensasill be used to
determine the costs that qualify as medical expense

Summary of Allowable Medical Expenses from IRS Pulbtation 502

Services of medical professionals Substance abuse treatment programs

Surgery and medical procedures that ar@sychiatric treatment

necessary, legal, noncosmetic Ambulance services and some costs of

Services of medical facilities transportation related to medical

Hospitalization, long-term care, and in-| €XPENSES

home nursing services The cost and care of necessary
equipment related to a medical
condition (e.g., eyeglasses/lenses,
hearing aids, crutches, and artificial

teeth)
Improvements to housing directly relate

to medical needs (e.g., ramps for a whe%fritijengnﬁ?nn;:gumg care of necessar
chair, handrails)

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

Medical insurance premiums or the cgst
of a health maintenance organization
(HMO)

Note: This chart provides a summary of eligible medeglenses only. Detailed
information is provided in IRS Publication 502. dieal expenses are considered
only to the extent they are not reimbursed by iasce or some other source.

Families That Qualify for Both Medical and Disability Assistance Expenses
Housing Authority of Danville Policy

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

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

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

Earned Income Limit on the Disability Assistance Epense Deduction

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

The disability expense deduction is capped by theuamt of “earned income received by family
members who are 18 years of age or older and wéhalde to work” because of the expense [24
CFR 5.611(a)(3)(ii)]. The earned income usedfits purpose is the amount verified before any
earned income disallowances or income exclusionsygplied.

Housing Authority of Danville Policy

The family must identify the family members enabiedvork as a result of the disability
assistance expenses. In evaluating the familgsest, the Housing Authority of
Danville will consider factors such as how the weckedule of the relevant family
members relates to the hours of care providedjrtreerequired for transportation, the
relationship of the family members to the persothwlisabilities, and any special needs
of the person with disabilities that might deterenmhich family members are enabled to
work.

When the Housing Authority of Danville determinbattthe disability assistance
expenses enable more than one family member to, wweldisability assistance expenses
will be capped by the sum of the family membersomes [PH Occ GB, p. 124].

Eligible Disability Expenses

Examples of auxiliary apparatus are provided inRReOccupancy Guidebodais follows:
“Auxiliary apparatus: Including wheelchairs, walgescooters, reading devices for persons with
visual disabilities, equipment added to cars ants\ta permit their use by the family member
with a disability, or service animals” [PH Occ Gi8,124], but only if these items are directly
related to permitting the disabled person or otaerily member to work [HCV GB, p. 5-30].

HUD advises PHAs to further define and describelauny apparatus [VG, p. 30].
Eligible Auxiliary Apparatus
Housing Authority of Danville Policy

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

Eligible Attendant Care

The family determines the type of attendant caa¢ ihappropriate for the person with
disabilities.
Housing Authority of Danville Policy

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

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

If the care attendant also provides other sentizéise family, the Housing Authority of
Danville will prorate the cost and allow only thgdrtion of the expenses attributable to
attendant care that enables a family member to wBdt example, if the care provider
also cares for a child who is not the person wisialilities, the cost of care must be
prorated. Unless otherwise specified by the ceseiger, the calculation will be based
upon the number of hours spent in each activityarttie number of persons under care.

Payments to Family Members

No disability expenses may be deducted for paymerasmember of a tenant family [23 CFR
5.603(b)]. However, expenses paid to a relative wmot a member of the tenant family may
be deducted if they are reimbursed by an outsidecso

Necessary and Reasonable Expenses

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

Housing Authority of Danville Policy

The Housing Authority of Danville determines thagenableness of the expenses based
on typical costs of care or apparatus in the logcall o establish typical costs, the
Housing Authority of Danville will collect informain from organizations that provide
services and support to persons with disabilitikegamily may present, and the Housing
Authority of Danville will consider, the family’augtification for costs that exceed typical
costs in the area.

Families That Qualify for Both Medical and Disability Assistance Expenses
Housing Authority of Danville Policy

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

When expenses anticipated by a family could benddfas either medical or disability
assistance expenses, the Housing Authority of Dianwill consider them medical

Housing Authority of Danville ACOP 2011
Income and Rent Determination-Chapter 6 Board Approved November 2010

26



expenses unless it is clear that the expenses@rged exclusively to enable a person
with disabilities to work.

6-II.F. CHILD CARE EXPENSE DEDUCTION

HUD defineschild care expensest 24 CFR 5.603(b) as “amounts anticipated todie lpy the
family for the care of children under 13 years gé auring the period for which annual income

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

Child care expenses do not include child supponygets made to another on behalf of a minor
who is not living in an assisted family’s househpl&, p. 26]. However, childcare expenses for
foster children that are living in the assistedifgis1thousehold are included when determining
the family’s childcare expenses.

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

Housing Authority of Danville Policy

The family must identify the family member(s) ereabto pursue an eligible activity.
The termeligible activityin this section means any of the activities thaymmake the
family eligible for a child care deduction (seekiwgrk, pursuing an education, or being
gainfully employed).

In evaluating the family’s request, the Housing #arity of Danville will consider

factors such as how the schedule for the claimadityaelates to the hours of care
provided, the time required for transportation, ilationship of the family member(s) to
the child, and any special needs of the child tiight help determine which family
member is enabled to pursue an eligible activity.

Seeking Work
Housing Authority of Danville Policy

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

Furthering Education
Housing Authority of Danville Policy

If the childcare expense being claimed is to enalflamily member to further his or her
education, the member must be enrolled in schaald@mic or vocational) or
participating in a formal training program. Thenidy member is not required to be a
full-time student, but the time spent in educatl@wivities must be commensurate with
the childcare claimed.
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Being Gainfully Employed
Housing Authority of Danville Policy
If the childcare expense being claimed is to enaldEamily member to be gainfully
employed, the family must provide evidence of @wmify member’'s employment during

the time that childcare is being provided. Gaimnployment is any legal work activity
(full- or part-time) for which a family member ismpensated.

Earned Income Limit on Child Care Expense Deduction

When a family member looks for work or furthers bisher education, there is no cap on the
amount that may be deducted for childcare — althdhg care must still be necessary and
reasonable. However, when childcare enables dyfan@mber to work, the deduction is capped
by “the amount of employment income that is incideannual income” [24 CFR 5.603(b)].

The earned income used for this purpose is the ahafearned income verified after any
earned income disallowances or income exclusionsyaplied.

When the person who is enabled to work is a perdanreceives the earned income
disallowance (EID) or a full-time student whosernearincome above $480 is excluded, child
care costs related to enabling a family memberdkwnay not exceed the portion of the
person’s earned income that actually is includeghinual income. For example, if a family
member who qualifies for the EID makes $15,000dagause of the EID only $5,000 is
included in annual income, childcare expensesiaieed to $5,000.

The Housing Authority of Danville must not limité¢tdeduction to the least expensive type of
childcare. If the care allows the family to pursnere than one eligible activity, including work,
the cap is calculated in proportion to the amodininee spent working [HCV GB, p. 5-30].

Housing Authority of Danville Policy

When the childcare expense being claimed is tolersafamily member to work, only

one family member’s income will be considered fgiwen period of time. When more
than one family member works during a given pertbd,Housing Authority of Danville
generally will limit allowable child care expendesthe earned income of the lowest-paid
member. The family may provide information thapgarts a request to designate
another family member as the person enabled to.work

Eligible Child Care Expenses

The type of care to be provided is determined leytémant family. The Housing Authority of
Danville may not refuse to give a family the chdde expense deduction because there is an
adult family member in the household that may lalakle to provide child care [VG, p. 26].

Allowable Child Care Activities
Housing Authority of Danville Policy

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

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

If a child care provider also renders other sewvicea family or child care is used to
enable a family member to conduct activities thiatreot eligible for consideration, the
Housing Authority of Danville will prorate the cesand allow only that portion of the
expenses that is attributable to child care fagilele activities. For example, if the care
provider also cares for a child with disabilitieeavis 13 or older, the cost of care will be
prorated. Unless otherwise specified by the childgrovider, the calculation will be
based upon the number of hours spent in each tgctind/or the number of persons
under care.

Necessary and Reasonable Costs

Child care expenses will be considered necessafy)it family adequately explains how the
care enables a family member to work, actively ssagloyment, or further his or her education,
and (2) the family certifies, and the child carevpder verifies, that the expenses are not paid or
reimbursed by any other source.

Housing Authority of Danville Policy

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

To establish the reasonableness of childcare dbst$jousing Authority of Danville will
use the schedule of childcare costs from the hvetfare agency. Families may present,
and the Housing Authority of Danville will considgustification for costs that exceed
typical costs in the area.

6-11.G. PERMISSIVE DEDUCTIONS [24 CFR 5.611(b)(1)]

Permissive deductions are additional, optional dedas that may be applied to annual income.
As with mandatory deductions, permissive deductionst be based on need or family
circumstance and deductions must be designed tweage self-sufficiency or other economic
purpose. If the Housing Authority of Danville aféepermissive deductions, they must be
granted to all families that qualify for them ariwald complement existing income exclusions
and deductions [PH Occ GB, p. 128].

TheForm HUD-50058 Instruction Booklstates that the maximum allowable amount for total
permissive deductions is less than $90,000 per. year

Housing Authority of Danville Policy

The Housing Authority of Danville has opted to allas a deductible the full cost of out-
of pocket medical and dental insurance costs fakivg families to be uses as
permissive deductions.
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PART Ill: CALCULATING RENT

6-1llLA. OVERVIEW OF INCOME-BASED RENT CALCULATIONS

The first step in calculating income-based remb idetermine each family’s total tenant payment
(TTP). Then, if the family is occupying a unit theas tenant-paid utilities, the utility allowance
is subtracted from the TTP. The result of thizgkition, if a positive number, is the tenant rent.
If the TTP is less than the utility allowance, tlesult of this calculation is a negative number,
and is called the utility reimbursement, which nb&ypaid to the family or directly to the utility
company by the Housing Authority of Danville.

TTP Formula [24 CFR 5.628]

HUD regulations specify the formula for calculating total tenant payment (TTP) for a tenant
family. TTP is the highest of the following amosintounded to the nearest dollar:

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

» 10 percent of the family’s monthly gross incomeniaa income, as defined in Part I, divided
by 12)

* The welfare rent (in as-paid states only)

e A minimum rent between $0 and $50 that is estabtidhy the Housing Authority of
Danville

The Housing Authority of Danville has authoritysospend and exempt families from minimum
rent when a financial hardship exists, as defimeseiction 6-I11.B.

Welfare Rent [24 CFR 5.628]
Housing Authority of Danville Policy

Welfare rent does not apply in this locality.
Minimum Rent [24 CFR 5.630]
Housing Authority of Danville Policy

The minimum rent for this locality is $50.00

Optional Changes to Income-Based Rents [24 CFR 9@63(c)(2) and PH Occ GB,
pp. 131-134]

PHAs have been given very broad flexibility to &&th their own, unique rent calculation
systems as long as the rent produced is not higherthat calculated using the TTP and
mandatory deductions. At the discretion of the siog Authority of Danville, rent policies may
structure a system that uses combinations of psiveisieductions, escrow accounts, income-
based rents, and the required flat and minimunsrent

The Housing Authority of Danville’s minimum rentcnent choice policies still apply to
affected families. Ultility allowances are appltedHousing Authority of Danville designed
income-based rents in the same manner as theyppliedto the regulatory income-based rents.

The choices are limited only by the requirement tha method used not produce a TTP or
tenant rent greater than the TTP or tenant rerdymed under the regulatory formula.
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Housing Authority of Danville Policy

The Housing Authority of Danville chooses to adoptional changes to income-based
rents in the forms of Minimum Rents, Ceiling Rerfigt Rents, and a permissive
deduction of the cost of medical and dental inscedor working families.

Ceiling Rents [24 CFR 960.253 (c)(2) and (d)]

Ceiling rents are used to cap income-based rdriisy are part of the income-based formula. If
the calculated TTP exceeds the ceiling rent foruthig the ceiling rent is used to calculate tenant
rent (ceiling rent/ TTP minus utility allowance)ackeases in income do not affect the family
since the rent is capped. The use of ceiling rasters upward mobility and income mixing.

Because of the mandatory use of flat rents, thagny function of ceiling rents now is to assist
families who cannot switch back to flat rent betwaanual reexaminations and would otherwise
be paying an income-based tenant rent that is hihlae the flat rent.

Ceiling rents must be set to the level requiredladgrrents (which will require the addition of the
utility allowance to the flat rent for propertiesthvtenant-paid utilities) [PH Occ GB, p. 135].

Housing Authority of Danville Policy

The Housing Authority of Danville chooses to sdtiieg rents equal to flat rents.
Utility Reimbursement [24 CFR 960.253(c)(3)]

Utility reimbursement occurs when any applicablétytallowance for tenant-paid utilities
exceeds the TTP. HUD permits the Housing Authaftipanville to pay the reimbursement to
the family or directly to the utility provider.

Housing Authority of Danville Policy

The Housing Authority of Danville does not haveaenpaid utilities.

6-11l.B. FINANCIAL HARDSHIPS AFFECTING MINIMUM RENT [24 CFR
5.630]

Overview

If the Housing Authority of Danville establishesménimum rent greater than zero, the PHA
must grant an exemption from the minimum rentfdmily is unable to pay the minimum rent
because of financial hardship.

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

HUD-Defined Financial Hardship
Financial hardship includes the following situason

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

Housing Authority of Danville Policy

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

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

(2) The family would be evicted because it is ugablpay the minimum rent.
Housing Authority of Danville Policy

For a family to qualify under this provision, theuse of the potential eviction must be
the family’s failure to pay rent and excess ughti

(3) Family income has decreased because of chdagely circumstances, including the loss of
employment.

(4) A death has occurred in the family.
Housing Authority of Danville Policy

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

(5) The family has experienced other circumstaetermined by the Housing Authority of
Danville.

Housing Authority of Danville Policy
The Housing Authority of Danville has not estabéidhany additional hardship criteria.

Implementation of Hardship Exemption
Determination of Hardship

When a family requests a financial hardship exeomptihe Housing Authority of Danville must
suspend the minimum rent requirement beginninditsieof the month following the family’s
request.

The Housing Authority of Danville then determinelsether the financial hardship exists and
whether the hardship is temporary or long-term.

Housing Authority of Danville Policy

The Housing Authority of Danville defines tempordwgrdship as a hardship expected to
last 90 days or less. Long-term hardship is defeea hardship expected to last more
than 90 days.
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The Housing Authority of Danville may not evict tfemily for nonpayment of minimum rent
during the 90-day period beginning the month folluythe family’s request for a hardship
exemption.

When the minimum rent is suspended, the TTP retettse highest of the remaining
components of the calculated TTP. The exampledbdlEmonstrates the effect of the minimum
rent exemption.

Example: Impact of Minimum Rent Exemption
Assume the Housing Authority of Danville has estif#d a minimum rent of $50.

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

Housing Authority of Danville Policy

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

The Housing Authority of Danville will make the @emination of hardship within 30
calendar days.

No Financial Hardship

If the Housing Authority of Danville determines tkas no financial hardship, the Housing
Authority of Danville will reinstate the minimummeand require the family to repay the
amounts suspended.

For procedures pertaining to grievance hearingesigubased upon the Housing Authority of
Danville’s denial of a hardship exemption, see Gdap4, Grievances and Appeals.

Housing Authority of Danville Policy

The Housing Authority of Danville will require tHiamily to repay the suspended amount
within 30 calendar days of the Housing AuthorityDznville’s notice that a hardship
exemption has not been granted.

Temporary Hardship

If the Housing Authority of Danville determines tlaaqualifying financial hardship is
temporary, the Housing Authority of Danville musinstate the minimum rent from the
beginning of the first of the month following thatd of the family’s request for a hardship
exemption.
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The family must resume payment of the minimum et must repay the Housing Authority of
Danville the amounts suspended. HUD requires tnaskhg Authority of Danville to offer a
reasonable repayment agreement, on terms and ioosdétstablished by the Housing Authority
of Danville. The Housing Authority of Danville alsnay determine that circumstances have
changed and the hardship is now a long-term hgvdshi

For procedures pertaining to grievance hearingesigubased upon the Housing Authority of
Danville’s denial of a hardship exemption, see G&ap4, Grievances and Appeals.

Housing Authority of Danville Policy

The Housing Authority of Danville will enter intorapayment agreement in accordance
with the Housing Authority of Danville's repaymeagreement policy (see Chapter 16).

Long-Term Hardship

If the Housing Authority of Danville determines the financial hardship is long-term, the
Housing Authority of Danville must exempt the fayritom the minimum rent requirement for
so long as the hardship continues. The exemptib@pply from the first of the month
following the family’s request until the end of thaalifying hardship. When the financial
hardship has been determined to be long-termatinéyf is not required to repay the minimum
rent.

Housing Authority of Danville Policy

The hardship period ends when any of the follovamgumstances apply:

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

(2) For hardship conditions based on loss of ingaheehardship condition will continue
to be recognized until new sources of income aeived that are at least equal to the
amount lost. For example, if a hardship is apptdwecause a family no longer
receives a $60/month child support payment, thediep will continue to exist until
the family receives at least $60/month in inconoeflanother source or once again
begins to receive the child support.

(3) For hardship conditions based upon hardshigedlexpenses, the minimum rent
exemption will continue to be recognized until thenulative amount exempted is
equal to the expense incurred.

6-11l.C. UTILITY ALLOWANCES [24 CFR 965, Subpart E]
Overview

Utility allowances are provided to families payiimgome-based rents when the cost of utilities
is not included in the rent. When determiningraif@'s income-based rent, the PHA must use
the utility allowance applicable to the type of dimg unit leased by the family.

For policies on establishing and updating utilitp\w@ances, see Chapter 16.
Reasonable Accommodation [24 CFR 8]

On request from a family, PHAs must approve atytdilowance that is higher than the
applicable amount for the dwelling unit if a highaility allowance is needed as a reasonable
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accommodation to make the program accessible tasalle by the family with a disability [PH
Occ GB, p. 172].

Residents with disabilities may not be chargedHeruse of certain resident-supplied appliances
if there is a verified need for special equipmestduse of the disability [PH Occ GB, p. 172].

See Chapter 2 for policies related to reasonateramodations.
Utility Allowance Revisions [24 CFR 965.507]

The PHA must review its schedule of utility alloweas each year. Between annual reviews, the
PHA must revise the utility allowance schedulénére is a rate change that by itself or together
with prior rate changes not adjusted for, resulta change of 10 percent or more from the rate
on which such allowances were based. Adjustmentssident payments as a result of such
changes must be retroactive to the first day ohtbath following the month in which the last
rate change taken into account in such revisioarneceffective [PH Occ GB, p. 171].

The tenant rent calculations must reflect any ckhang the PHA's utility allowance schedule [24
CFR 960.253(c)(3)].

Housing Authority of Danville Policy

The Housing Authority of Danville reviews the utlicalculations on an annual basis.
The Housing Authority of Danville owns all of thélities that are provided.
Allowances are revised based on up-grade to the parformed through the Capital
Fund Program that will affect utility consumptioAllowances are revised based on
consumption and not on utility cost.

6-111.D. PRORATED RENT FOR MIXED FAMILIES [24 CFR 5.520]

HUD regulations prohibit assistance to ineligitdenily members. Anixed familyis one that
includes at least one U.S. citizen or eligible imgrant and any number of ineligible family
members. The Housing Authority of Danville mustrate the assistance provided to a mixed
family. The Housing Authority of Danville will fat determine TTP as if all family members
were eligible and then prorate the rent based tipemumber of family members that actually
are eligible. To do this, the Housing Authority@dnville must:

(1) Subtract the TTP from a maximum rent applicabltéhe unit. The result is the maximum
subsidy for which the family could qualify if allembers were eligible.

(2) Divide the family maximum subsidy by the numbépersons in the family to determine the
maximum subsidy per each family member who is lelligg{member maximum subsidy).

(3) Multiply the member maximum subsidy by the nemof eligible family members.

(4) Subtract the subsidy calculated in the lagi 8t@m the maximum rent. This is the prorated
TTP.

(5) Subtract the utility allowance for the unitrinche prorated TTP. This is the prorated rent for
the mixed family.

Housing Authority of Danville Policy

Revised public housing maximum rents will be agublio a family’s rent calculation at
the first annual reexamination after the revis®adopted.
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For policies related to the establishment of thiglipthousing maximum rent see Chapter 16.

6-lll.LE. FLAT RENTS AND FAMILY CHOICE IN RENTS [24 CFR 960.253]
Flat Rents [24 CFR 960.253(b)]

The flat rent is designed to encourage self-swficy and to avoid creating disincentives for
continued residency by families who are attemptiigecome economically self-sufficient.

There is no utility allowance or reimbursement viitt rents. When the family elects to pay
the flat rent, the flat rent amount quoted to #aify by the Housing Authority of Danville is

the amount the family pays. Changes in family mepexpenses, or composition will not affect
the flat rent amount because it is outside thermebased formula.

Policies related to the reexamination of familiagipg flat rent are contained in Chapter 9, and
policies related to the establishment and revieflabfents are contained in Chapter 16.

Family Choice in Rents [24 CFR 960.253(a) and (e)]

Once each year, the Housing Authority of Danvillestnoffer families the choice between a flat
rent and an income-based rent. The family mayraiffered this choice more than once a
year. The Housing Authority of Danville must docemhthat flat rents were offered to families
under the methods used to determine flat rentth®Housing Authority of Danville.

Housing Authority of Danville Policy

The annual Housing Authority of Danville offer tdaamily of the choice between flat
and income-based rent will be conducted upon adonissd upon each subsequent
annual reexamination.

The Housing Authority of Danville will require fali@s to submit their choice of flat or
income-based rent in writing and will maintain suefuests in the tenant file as part of
the admission or annual reexamination process.

The Housing Authority of Danville must provide gaiént information for families to make an
informed choice. This information must include theusing Authority of Danville’s policy on
switching from flat rent to income-based rent duéiriancial hardship and the dollar amount of
the rent under each option. However, if the farolipse the flat rent for the previous year the
Housing Authority of Danville is required to proeién income-based rent amount only in the
year that a reexamination of income is conducteéitbe family specifically requests it and
submits updated income information.

Switching from Flat Rent to Income-Based Rent Dueat Hardship [24 CFR 960.253(f)]

A family can opt to switch from flat rent to incorbased rent at any time if they are unable to
pay the flat rent due to financial hardship. ¥ tHousing Authority of Danville determines that a
financial hardship exists, the Housing AuthorityDsnville must immediately allow the family

to switch from flat rent to the income-based rent.

Housing Authority of Danville Policy

Upon determination by the Housing Authority of Dalevthat a financial hardship exists,
the Housing Authority of Danville will allow a fatyito switch from flat rent to income-
based rent effective the first of the month follogiithe family’s request.

Housing Authority of Danville ACOP 2011
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Reasons for financial hardship include:

» The family has experienced a decrease in incomausecof changed circumstances,
including loss or reduction of employment, deatithi& family, or reduction in or loss of
earnings or other assistance

* The family has experienced an increase in expebsesuse of changed circumstances, for
medical costs, childcare, transportation, educatosimilar items

* Such other situations determined by the Housindnéwity of Danville to be appropriate

Housing Authority of Danville Policy

The Housing Authority of Danville considers paymehflat rent to be a financial
hardship whenever the switch to income-based reatdwbe lower than the flat rent [PH
Occ GB, p. 137].

Change in Flat Rents
Housing Authority of Danville Policy

Changes to flat rents, up or down, will not affestilies paying flat rent until their next
annual flat rent offer, at which time the familylMde given the choice of switching back
to income-based rent or of remaining on flat rértha current (most recently adjusted)
flat rent for their unit [PH Occ GB, pp. 137-138].

Flat Rents and Earned Income Disallowance [A&O FAQE

Because the EID is a function of income-based ranfamily paying flat rent cannot qualify for
the EID even if a family member experiences an etreat would qualify the family for the EID.
If the family later chooses to pay income-based, ey would only qualify for the EID if a
new qualifying event occurred.

A family currently paying flat rent that previoudiyalified for the EID while paying income-
based rent and is currently within their 48 morghigd would have the 12 cumulative months of
full (100 percent) and phase-in (50 percent) exctlusontinue while paying flat rent as long as
the employment that is the subject of the exclusmmtinues, and the 48-month lifetime limit
would continue uninterrupted. A family paying ftant could therefore see a family member’s
48-month lifetime limit expire while the family [gaying flat rent.

Flat Rents and Mixed Families [A&O FAQs]

Mixed families electing to pay flat rent must fitetve a flat rent worksheet completed to see if
the flat rent must be prorated. The worksheetgated in Appendix Il of thEorm HUD-
50058 Instruction Booklet

If the flat rent is greater than or equal to thelmuhousing maximum rent, there is no proration
of flat rent and the family pays the flat rent foe unit.

If the flat rent is less than the maximum rent,werksheet will calculate a prorated flat rent.
The mixed family will pay the prorated flat rent.
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EXHIBIT 6-1: ANNUAL |

NCOME INCLUSIONS

24 CFR 5.609

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

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

spouse (even if temporarily absent) or to any oth ep

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 (c) of this section.

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

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

(1) The full amount, before any payroll deductiof
of wages and salaries, overtime pay, commissio
fees, tips and bonuses, and other compensation
personal services;

(2) The net income from the operation of a
business or profession. Expenditures for busing
expansion or amortization of capital indebtednes
shall not be used as deductions in determining n
income. An allowance for depreciation of assets
used in a business or profession may be deduct
based on straight-line depreciation, as provided
Internal Revenue Service regulations. Any
withdrawal of cash or assets from the operation
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;

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

(4) The full amount of periodic amounts received
from Social Security, annuities, insurance policies
retirement funds, pensions, disability or death
IShenefits, and other similar types of periodic
N$eceipts, including a lump-sum amount or
f9‘?ospective monthly amounts for the delayed start
of a periodic amount (except as provided in
paragraph (c)(14) of this section);

S$5) Payments in lieu of earnings, such as

Sunemployment and disability compensation,

lvorker's compensation and severance pay (except
as provided in paragraph (c)(3) of this section);

1%
o

in(6) Welfare assistance payments.

i) Welfare assistance payments made under the

emporary Assistance for Needy Families (TANF)
program are included in annual income only to the
extent such payments:

0

(A) Qualify as assistance under the TANF program
definition at 45 CFR 260.31and

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

Housing Authority of Danville
Income and Rent Determination-Chapter 6
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(ii) If the welfare assistance payment includes af (i) Conditioned on participation in work

amount specifically designated for shelter and
utilities that is subject to adjustment by the \aedf
assistance agency in accordance with the actua
cost of shelter and utilities, the amount of wedfar
assistance income to be included as income sha
consist of:

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

(B) The maximum amount that the welfare
assistance agency could in fact allow the famity
shelter and utilities. If the family's welfare
assistance is ratably reduced from the standard
need by applying a percentage, the amount
calculated under this paragraph shall be the am
resulting from one application of the percentage

(7) Periodic and determinable allowances, such

experience or community service (or any other
work activity under 261.30 of this chapter).

(3) Except where excluded under paragraph (b)
lIIof this section, it also includes supportive

services such as transportation and childcare

provided to families who are not employed.

0Fb) [The definition of “assistance”] excludes:
(1) Nonrecurrent, short-term benefits that:

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

(ii) Are not intended to meet recurrent or
0bngoing needs; and

)L‘Hl) Will not extend beyond four months.

(2) Work subsidies (i.e., payments to employers
5 9r third parties to help cover the costs of

alimony and child support payments, and regulay €MpPloyee wages, benefits, supervision, and

contributions or gifts received from organizations
or from persons not residing in the dwelling;

(8) All regular pay, special pay and allowances
member of the Armed Forces (except as providg
in paragraph (c)(7) of this section)

| HHS DEFINITION OF "ASSISTANCE"

45CFR: GENERAL TEMPORARY ASSISTANCE
FOR NEEDY FAMILIES

260.31 What does the term “assistance”
mean?

(a)(1) The term “assistance” includes cash,
payments, vouchers, and other forms of benefits
designed to meet a family’s ongoing basic
needs (i.e., for food, clothing, shelter, utilities
household goods, personal care items, and
general incidental expenses).

(2) It includes such benefits even when they are

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

L training);

(3) Supportive services such as childcare and
stransportation provided to families who are

Employed;
(4) Refundable earned income tax credits;

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

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

(7) Transportation benefits provided under a Job
Access or Reverse Commute project, pursuant
to section 404(Kk) of [the Social Security] Act, to
an individual who is not otherwise receiving
assistance

Housing Authority of Danville
Income and Rent Determination-Chapter 6
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EXHIBIT 6-2: ANNUAL INCOME EXCLUSIONS

24 CFR 5.609

(c) Annual income does not include the following:

(1) Income from employment of children
(including foster children) under the age of 18
years;

(2) Payments received for the care of foster
children or foster adults (usually persons with
disabilities, unrelated to the tenant family, whe a
unable to live alone);

(3) Lump-sum additions to family assets, such a
inheritances, insurance payments (including
payments under health and accident insurance
worker's compensation), capital gains and
settlement for personal or property losses (exce
as provided in paragraph (b)(5) of this section);

(4) Amounts received by the family that are
specifically for, or in reimbursement of, the cobt
medical expenses for any family member;

(5) Income of a live-in aide, as defined in Sec.
5.403;

(6) The full amount of student financial assistang
paid directly to the student or to the educational
institution;

(7) The special pay to a family member serving
the Armed Forces who is exposed to hostile fire

(8) (i) Amounts received under training program
funded by HUD;

(i) Amounts received by a person with a disability

that are disregarded for a limited time for purpog
of Supplemental Security Income eligibility and
benefits because they are set aside for use undg
Plan to Attain Self-Sufficiency (PASS);

(iii) Amounts received by a participant in other
publicly assisted programs which are specifically
for or in reimbursement of out-of-pocket expens
incurred (special equipment, clothing,
transportation, child care, etc.) and which areen
solely to allow participation in a specific progran

(iv) Amounts received under a resident service
stipend. A resident service stipend is a modest
amount (not to exceed $200 per month) received
by a resident for performing a service for the
Housing Authority of Danville or owner, on a part-
time basis, that enhances the quality of life & th
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 Housing Authority of
> Danville's governing board. No resident may
receive more than one such stipend during the

2 me period of time:

ht(v) Incremental earnings and benefits resulting to
any family member 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.
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 employment
training program;

N(9) Temporary, nonrecurring or sporadic income
(including gifts);

P (10) Reparation payments paid by a foreign
government pursuant to claims filed under the laws
of that government by persons who were
ehersecuted during the Nazi era;

(11) Earnings in excess of $480 for each full-time
Pffludent 18 years old or older (excluding the head
of household and spouse);

(12) Adoption assistance payments in excess of
$480 per adopted child;

S(13) [Reserved]

id(14) Deferred periodic amounts from supplemental
security income and social security benefits that
are received in a lump sum amount or in

D

Housing Authority of Danville
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(15) Amounts received by the family in the form [of

refunds or rebates under State or local law for
property taxes paid on the dwelling unit;

(16) Amounts paid by a State agency to a family
with a member who has a developmental disabili
and is living at home to offset the cost of sersice

—

and equipment needed to keep the developmentally

disabled family member at home; or

(17) Amounts specifically excluded by any other
Federal statute from consideration as income fo
purposes of determining eligibility or benefits
under a category of assistance programs that
includes assistance under any program to which
the exclusions set forth in 24 CFR 5.609(c) appl
A notice will be published in the Federal Registe
and distributed to PHAs and housing owners
identifying the benefits that qualify for this
exclusion. Updates will be published and
distributed when necessary. [See the following
chart for a list of benefits that qualify for this
exclusion.]

=

Sources of Income Excluded by Federal
Statute from Consideration as Income
for Purposes of Determining Eligibility
or Benefits

a) The value of the allotment provided to an
eligible household under the Food Stamp
Act of 1977 (7 U.S.C. 2017 (b));

b) Payments to Volunteers under the
Domestic Volunteer Services Act of 1973
(42 U.S.C. 5044(qg), 5058);

¢) Payments received under the Alaska
Native Claims Settlement Act (43 U.S.C.
1626(c));

d) Income derived from certain submarginal
land of the United States that is held in trust
for certain Indian tribes (25 U.S.C. 459¢);

e) Payments or allowances made under the
Department of Health and Human Services’
Low-Income Home Energy Assistance
Program (42 U.S.C. 8624(f));

Housing Authority of Danville
Income and Rent Determination-Chapter 6
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f) Payments received under programs
funded in whole or in part under the Job
Training Partnership Act (29 U.S.C.
1552(b); (effective July 1, 2000, references
to Job Training Partnership Act shall be
deemed to refer to the corresponding
provision of the Workforce Investment Act
of 1998 (29 U.S.C. 2931);

g) Income derived from the disposition of
funds to the Grand River Band of Ottawa
Indians (Pub.L- 94-540, 90 Stat. 2503-04);

h) The first $2000 of per capita shares
received from judgment funds awarded by
the Indian Claims Commission or the U. S.
Claims Court, the interests of individual
Indians in trust or restricted lands, including
the first $2000 per year of income received
by individual Indians from funds derived
from interests held in such trust or restricted
lands (25 U.S.C. 1407-1408);

i) Amounts of scholarships funded under title
IV of the Higher Education Act of 1965,
including awards under federal work-study
program or under the Bureau of Indian
Affairs student assistance programs (20
U.S.C. 1087uu);

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

k) Payments received on or after January 1,
1989, from the Agent Orange Settlement
Fund or any other fund established pursuant
to the settlement in In Re Agent-product
liability litigation, M.D.L. No. 381

(E.D.N.Y.);

I) Payments received under the Maine Indian
Claims Settlement Act of 1980 (25 U.S.C.
1721);

m) The value of any child care provided or
arranged (or any amount received as
payment for such care or reimbursement for
costs incurred for such care) under the Child
Care and Development Block Grant Act of
1990 (42 U.S.C. 9858q);

ACOP 2011
Board Approved November 2010



n) Earned income tax credit (EITC) refund
payments received on or after January 1,
1991 (26 U.S.C. 32(j));

0) Payments by the Indian Claims Commission

to the Confederated Tribes and Bands of
Yakima Indian Nation or the Apache Tribe of
Mescalero Reservation (Pub. L. 95-433);

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

g) Any allowance paid under the provisions
of 38 U.S.C. 1805 to a child suffering from

spina bifida who is the child of a Vietham
veteran (38 U.S.C. 1805);

r) Any amount of crime victim compensation
(under the Victims of Crime Act) received
through crime victim assistance (or payment
or reimbursement of the cost of such
assistance) as determined under the Victims
of Crime Act because of the commission of a
crime against the applicant under the Victims
of Crime Act (42 U.S.C. 10602); and

s) Allowances, earnings and payments to

individuals participating in programs under
the Workforce Investment Act of 1998 (29
U.S.C. 2931).

ACOP 2011
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EXHIBIT 6-3: TREATMENT OF FAMILY ASSETS
24 CFR 5.603(b) Net Family Assets

(1) Net cash value after deducting reasonable toatsvould be incurred in disposing of real proper
savings, stocks, bonds, and other forms of caipit@istment, excluding interests in Indian trusdlamd
excluding equity accounts in HUD homeownership paiots. The value of necessary items of personal
property such as furniture and automobiles shafixwuded.

(2) In cases where a trust fund has been estableme the trust is not revocable by, or under trerol
of, any member of the family or household, the gadfithe trust fund will not be considered an aseet
long as the fund continues to be held in trusty facome distributed from the trust fund shall beicted
when determining annual income under Sec. 5.609.

(3) In determining net family assets, PHAs or owneas applicable, shall include the value of any
business or family assets disposed of by an applmatenant for less than fair market value (idahg a
disposition in trust, but not in a foreclosure ankruptcy sale) during the two years precedingltte of
application for the program or reexamination, gdliapble, in excess of the consideration received
therefor. In the case of a disposition as pad séparation or divorce settlement, the dispositidimot
be considered to be for less than fair market viltee applicant or tenant receives important
consideration not measurable in dollar terms.

(4) For purposes of determining annual income u@er. 5.609, the term "net family assets" does not
include the value of a home currently being puretasith assistance under part 982, subpart M ef thi
title. This exclusion is limited to the first 1@ars after the purchase date of the home.
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EXHIBIT 6-4: EARNED INCOME DISALLOWANCE FOR PERSONS WITH

DISABILITIES

24 CFR 5.617 Self-sufficiency incentives for
increase in annual income.

(a) Applicable programsThe disallowance of
increase in annual income provided by this secti
is applicable only to the following programs:
HOME Investment Partnerships Program (24 CH
part 92); Housing Opportunities for Persons with
AIDS (24 CFR part 574); Supportive Housing
Program (24 CFR part 583); and the Housing
Choice Voucher Program (24 CFR part 982).

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

Disallowance Exclusion from annual income.

Previously unemployeidcludes a person with
disabilities who has earned, in the twelve month
previous to employment, no more than would beg
received for 10 hours of work per week for 50
weeks at the established minimum wage.

Qualified family.A family residing in housing
assisted under one of the programs listed in
paragraph (a) of this section or receiving tenant-

persserwith disabilities—Disallowance of

(3) Whose annual income increases, as a result of
omew employment or increased earnings of a family
member who is a person with disabilities, during or
FRwithin six months after receiving assistance,
benefits or services under any state program for
temporary assistance for needy 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
B transportation assistance-- provided that the total
amount over a six-month period is at least $500.

(c) Disallowance of increase in annual income—

(1) Initial twelve month exclusion. During the
cumulative twelve month period beginning on the
date a member who is a person with disabilities of

based rental assistance under one of the prograjmg qualified family is first employed or the family

listed in paragraph (a) of this section.

(1) Whose annual income increases as a result
employment of a family member who is a persor
with disabilities and who was previously
unemployed for one or more years prior to
employment;

(2) Whose annual income increases as a result

increased earnings by a family member who is 3
person with disabilities during participation inyan
economic self-sufficiency or other job training

first experiences an increase in annual income
attributable to employment, the responsible entity
Dfmust exclude from annual income (as defined in
the regulations governing the applicable program
listed in paragraph (a) of this section) of a diedi
family any increase in income of the family
member who is a person with disabilities as a
hiresult of employment over prior income of that

family member.

program; or

Housing Authority of Danville
Income and Rent Determination-Chapter 6

ACOP 2011
Board Approved November 2010

44



(2) Second twelve-month exclusion and phase-i
During the second cumulative twelve month per
after the date a member who is a person with
disabilities of a qualified family is first emploge
or the family first experiences an increase in
annual income attributable to employment, the
responsible entity must exclude from annual
income of a qualified family fifty percent of any
increase in income of such family member as a
result of employment over income of that family
member prior to the beginning of such
employment.

Housing Authority of Danville
Income and Rent Determination-Chapter 6

n.(3) Maximum four year disallowance. The
odisallowance of increased income of an individual
family member who is a person with disabilities as
provided in paragraph (c)(1) or (c)(2) is limitexd t

a lifetime 48 month period. The disallowance only
applies for a maximum of twelve months for
disallowance under paragraph (c)(1) and a
maximum of twelve months for disallowance
under paragraph (c)(2), during the 48-month period
starting from the initial exclusion under paragraph
(c)(1) of this section.

(d) Inapplicability to admissionThe disallowance

of increases in income as a result of employment
of persons with disabilities under this sectiongdoe
not apply for purposes of admission to the program
(including the determination of income eligibility

or any income targeting that may be applicable).
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EXHIBIT 6-5: THE EFFECT OF WELFARE BENEFIT REDUCTIO N

24 CFR 5.615

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

benefit reduction affects family income.

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

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

Covered familiesFamilies who receive welfare

assistance or other public assistance benefits

("welfare benefits") from a State or other public
agency ("welfare agency") under a program for
which Federal, State, or local law requires that g
member of the family must participate in an
economic self-sufficiency program as a conditior
for such assistance.

Economic self-sufficiency prograrBee definition
at Sec. 5.603.

Imputed welfare incomd@he amount of annual
income not actually received by a family, as a
result of a specified welfare benefit reductiomtth
is nonetheless included in the family's annual
income for purposes of determining rent.

Specified welfare benefit reduction.

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

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

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

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

(iii) because a family member has not complied
with other welfare agency requirements.

1 (c) Imputed welfare income.

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

(2) At the request of the Housing Authority of
Danville, the welfare agency will inform the
Housing Authority of Danville in writing of the
amount and term of any specified welfare benefit
reduction for a family member, and the reason for
pf such reduction, and will also inform the Housing
Authority of Danville of any subsequent changes
in the term or amount of such specified welfare
benefit reduction. The Housing Authority of
nDanville will use this information to determine the
amount of imputed welfare income for a family.

(3) A family's annual income includes imputed
welfare income in family annual income, as
determined at the Housing Authority of Danville's
interim or regular reexamination of family income
and composition, during the term of the welfare
benefits reduction (as specified in information
provided to the Housing Authority of Danville by

Housing Authority of Danville
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(4) The amount of the imputed welfare income ig

offset by the amount of additional income a family®

receives that commences after the time the

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

(5) The Housing Authority of Danville may not
include imputed welfare income in annual incom
if the family was not an assisted resident at the
time of sanctior{d) Review of Housing Authority
of Danville decision.

(1) Public housing. If a public housing tenant
claims that the Housing Authority of Danville has
not correctly calculated the amount of imputed
welfare income in accordance with HUD
requirements, and if the Housing Authority of
Danville denies the family's request to modify su
amount, the Housing Authority of Danville shalll

Authority of Danville determination of the amount

f imputed welfare income. Such notice shall also
state that if the family does not agree with the
Housing Authority of Danville determination, the

cfamily may request an informal hearing on the
determination under the Housing Authority of
Danville hearing procedure.

= (€) Housing Authority of Danville relation with
welfare agency.

(1) The Housing Authority of Danville must ask
welfare agencies to inform the Housing Authority
of Danville of any specified welfare benefits
reduction for a family member, the reason for such
reduction, the term of any such reduction, and any
subsequent welfare agency determination affecting
the amount or term of a specified welfare benefits
ckeduction. If the welfare agency determines a
specified welfare benefits reduction for a family

give the tenant written notice of such denial, vaitf member, and gives the Housing Authority of

brief explanation of the basis for the Housing
Authority of Danville determination of the amoun
of imputed welfare income. The Housing
Authority of Danville notice shall also state tlifat
the tenant does not agree with the Housing
Authority of Danville determination, the tenant
may request a grievance hearing in accordance
with part 966, subpart B of this title to revieveth
Housing Authority of Danville determination. The
tenant is not required to pay an escrow deposit
pursuant to Sec. 966.55(e) for the portion of tén
rent attributable to the imputed welfare income i
order to obtain a grievance hearing on the Hous
Authority of Danville determination.

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

Danville written notice of such reduction, the

+ family's annual incomes shall include the imputed
welfare income because of the specified welfare
benefits reduction.

(2) The Housing Authority of Danville is
responsible for determining the amount of imputed
welfare income that is included in the family's
annual income as a result of a specified welfare
benefits reduction as determined by the welfare
agency, and specified in the notice by the welfare

Afhgency to the Housing Authority of Danville.

! However, the Housing Authority of Danville is not

NEesponsible for determining whether a reduction of
welfare benefits by the welfare agency was
correctly determined by the welfare agency in
accordance with welfare program requirements and
procedures, nor for providing the opportunity for
review or hearing on such welfare agency

+ determinations.

(3) Such welfare agency determinations are the
responsibility of the welfare agency, and the fgmil

Umay seek appeal of such determinations through

Rhe welfare agency's normal due process
procedures. The Housing Authority of Danville

CBhall be entitled to rely on the welfare agency
notice to the Housing Authority of Danville of the
welfare agency's determination of a specified
welfare benefits reduction
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