UPDATES TO THE ADMISSON AND CONTINUED OCCUPANCY
POLICY (ACOP) AND HCV ADMINISTRATIVE PLAN TO
INCORPORATE SECTION 102 AND 104 OF THE HOTMA

REQUIREMENTS

Housing Opportunity Through Modernization Act of 2016(HOTMA)

Sections 102 and 104 of HOTMA make sweeping changes to the United States Housing
Act of 1937 (1937 Act), particularly those affecting income calculations and reviews.
Section 102 changes the requirements related to income reviews for Public Housing and
Section 8 programs. Section 104 sets maximum asset limits for Public Housing and
Section 8 applicants and participants. Section 102 of HOTMA applies to all PHAs
operating a Housing Choice Voucher (HCV) (including Project-Based Vouchers), Public
Housing; Section 8 Moderate Rehabilitation, or Section 8 Moderate Rehabilitation Single
Room Occupancy (SRO).

HOTMA changes apply to all current participants and new admissions.

PHAs must update their Public Housing Admissions and Continued Occupancy
Policies (ACOP) and HCV Administrative Plans to reflect HOTMA rules and
discretionary decisions, including the required public notification and review.

A. The HOTMA changes for specific chapters to the NNRHA policies and plans are
listed below:

ACOP

Section II. Applications for Admission and Eligibility for Admission

Section XII, Over Income

Section VII, Income and Deductions from Income, Verifications, EIV,

Section XII Assets, and Self Declaration of Assets

Section VII, Reexaminations

ADMINISTRATIVE PLAN

Chapter 111, Application

Chapter VI, Eligibility, Determination of Family Income, Verifications Assets, Self
Certification form, and EIV.

Chapter XI, Reexaminations and Annual Inflation Factors



B. The Housing Information Portal (HIP), is required for full HOTMA
implementation

Since the Housing Information Portal (HIP), which is required for full HOTMA
implementation; compliance with the final HOTMA rule requires access to HIP, the
Department’s replacement of the IMS/PIC legacy system. “Compliance” means, in this
instance, utilizing the HOTMA rules as it applies to the affected programs and
corresponding reporting in HIP.

Currently, IMS/PIC only reflects pre-HOTMA requirements, which means PHAs cannot
be in complete compliance until HIP is live later this year.

To comply with HOTMA, PHAs must be able to submit transactions to the Housing
Information Portal (HIP). This requires the PHA’s software vendor to make system
updates and fully convert to making all submissions to HIP. NNRHA’s current software
vendor is Yardi Systems, Inc. This vendor will make the system wide software
changes/updates.

In particular, this means that NNRHA cannot implement the income and asset
requirements in Sections 102 and 104 of HOTMA without having access to the revised
HUD-50058 in HIP. For now, PHAs must continue to report HUD-50058 transactions to
IMS/PIC until instructed to do otherwise.

C. What NNRHA Can Do Now:

PHAs are encouraged to implement the following specific provisions of HOTMA that
do not require HIP, described below. Some are requirements and others are options
PHASs can exercise irrespective of HIP:

1. PHAs must not enroll families into the Earned Income Disregard (EID).
2. PHAs may now implement the “Safe Harbor” income verification option of the
HOTMA final rule.

3. PHAs may begin using the new HUD-9886-A Authorization for the Release of
Information/Privacy Act Notice.

4. Verifications streamlining that allows PHAs to: accept third-party documents dated
within 120 days of receipt, use an award letter from the appropriate year for benefits
that are set annually, and use a self-certification of SSN.

D. Details of specific HOTMA topics applicable to programs administered by
NNRHA
TOPIC: ASSET LIMITATION-For the Public Housing and Section 8 programs
(including PBRA and HCV), PHAs/MFH Owners must deny admission of an
applicant if they are determined to not meet the requirements
of the asset limitation.
A family is out of compliance with the asset limitation if they have either of the
following:
Net family assets that exceed $100,000, as adjusted annually for inflation



Real property that is suitable for occupancy.

Special Considerations for Terminating Assistance or Evicting Families for
Noncompliance with the Asset Limitation

Even if PHAs/MFH Owners do not adopt a non-enforcement or limited enforcement
policy and/or exception policy, they may delay for a period of up to six months the
initiation of termination or eviction of assistance proceedings. They are not required
to initiate termination or eviction of assistance proceedings immediately upon
determining the family is out of compliance with the asset limitation, nor are they
required to begin the proceedings during the six-month period in order to have a
termination of assistance or eviction completed at the six-month mark. PHAs/MFH
Owners are encouraged to set policies for the initiation of termination or eviction of
assistance proceedings that provide families adequate opportunity to find new
housing.

What it means to initiate termination or eviction of assistance proceedings due to
noncompliance with the asset limitation will vary by program:

In the Section 8 Project-Based Rental Assistance program, including the Section
202/8 program, participants who are not compliant with the asset limitation must
either pay the contract rent for the unit or vacate the unit after termination of
assistance.

In the Housing Choice Voucher program, participants who are not compliant with the
asset limitation are subject to termination of assistance, but there is no requirement
that the unit owner initiate eviction because of non-compliance with the asset
limitation.

In the Public Housing program, participants who are not compliant with the asset
limitation are subject to termination of assistance and eviction from the unit, if they
fail to vacate the unit voluntarily. There is no general provision that allows such
families to remain and pay an alternative rent.

In the Section 8 Project-Based Voucher program, participants who are not compliant
with the asset limitation are subject to termination of assistance. The PHA and owner
may agree to remove the unit from the HAP contract, at which point the unit becomes
an unassisted unit, and the owner may choose to allow the family to stay and pay the
market rent. (The owner may charge the family a rent that is below-market rate, in
which case it would be considered a landlord-assisted unit for rent reasonableness
purposes.) When the family subsequently vacates the unit, the unit may be added
back to the HAP contract.

TOPIC: CALCULATING INCOME

New Admissions and Interim Reexaminations-

Summary: When calculating a household’s income, including asset income, at the
time of admission to the program or during interim reexaminations, PHAs/MFH
Owners must use anticipated income (current income) (i.e., the family’s estimated
income for the upcoming 12-month period). This requirement is consistent with the
pre-HOTMA process for conducting income examinations at admission and for
interim reexaminations.

Annual Reexaminations-

Summary: The final rule revises the standards for income calculation during annual
reexamination. PHAs/MFH Owners have the option of using a ““safe harbor” income
verification from another federal means-tested program to verify gross annual



income. During annual reexaminations, except where the PHA/MFH Owner uses a
streamlined income determination. PHAs/MFH Owners

must first determine the family’s income for the previous 12-month period and use
this amount as the family income for annual reexaminations; however, adjustments

to reflect current income must be made. Any change of income since the family’s last
annual reexamination, including those that did not meet the threshold to process an
interim reexamination of family income in accordance with the PHA/MFH Owner’s
policies and 24 CFR §§ 5.657(c), 960.257(b), or 982.516(c), must be considered.
Income from assets is always anticipated, irrespective of the income examination
type.

A change in income, for example, may be a loss of income or the addition of a new
source of income. Changing to a different employer in the prior year does not
necessarily constitute a change if the income earned from either employer is
substantially the same. PHA/MFH Owners will look at the entirety of the family’s
unearned income and earned income from the prior year, in which earned income
may have been one constant job or many different jobs that start and stop. Cost of
Living Adjustments (COLA) to Social Security income and Social Security disability
income are always considered changes to income because the COLA is an adjustment
that automatically occurs annually by law.

Applying the Current SSA COLA at Next Annual and Interim Reexamination-
Annually in October, the Social Security Administration (SSA) announces

the cost-of-living adjustment (COLA) by which federal SS and SSI benefits are
adjusted to reflect the increase, if any, in the cost of living as measured by the
Consumer Price Index for Urban Wage Earners and Clerical Workers prepared by the
Bureau of Labor Statistics. The purpose of the COLA is to ensure that the purchasing
power of SS and SSI benefits are not eroded by inflation. The federal COLA does not
apply to state-paid disability benefits. Additional information regarding the SSA
COLA is available online at www.socialsecurity.gov.

Effective the day after SSA has announced the COLA, PHAs/MFH Owners are
required to factor in the COLA when determining SS and SSI annual income for all
annual reexaminations and interim reexaminations of family income that have not yet
been completed and will be effective January 1 or later of the upcoming year.

De Minimis Errors-

Summary: PHAs/MFH Owners will not be considered out of compliance solely due
to de minimis errors in calculating family income. De minimis errors occur when a
PHA/MFH Owner’s determination of a family’s income deviates from the correct
income determination by no more than $30 per month in monthly adjusted income (or
$360 in annual adjusted income). HUD may revise the threshold amount that
constitutes a “de minimis error” through rulemaking. PHAs/MFH Owners will not be
issued a finding by HUD or the Contract Administrator (MFH only) for de minimis
errors in income calculation.

As PHAs/MFH Owners become aware of the existence of an income calculation
error, they are obligated to correct the error(s) retroactive to the effective date of the
action the error was made regardless of the dollar amount associated with the error.
PHAs/MFH Owners must take corrective action to credit or repay a family if the
family was overcharged tenant rent, including when PHAs/MFH Owners make de
minimis errors in the income determination. Families will not be required to repay the



PHA/MFH Owner in instances where the PHA/MFH Owner miscalculated income
resulting in a family being undercharged for rent. PHAs/MFH Owners must revise
their Administrative Plans, ACOPs, and Tenant Selection Plans, as applicable, to
reflect how they will repay or credit a family the amount they were overcharged as a
result of the PHA/MFH Owner’s de minimis error in income determination.

TOPIC: DEDUCTIONS AND EXPENSES

PHAs/MFH Owners must consider mandatory deductions when determining a
family’s annual adjusted income.

Dependent Deduction

Summary: Effective January 1, 2024, the dependent deduction amount is $480. This
amount will be adjusted annually and applies to a family’s next

annual or interim reexamination after the annual adjustment, whichever is sooner. Not
later than September 1 annually, HUD will publish the CPI-W adjusted dependent
deduction to the HUD User Web site. PHAs/MFH Owners must implement the
adjusted dependent deduction for all income examinations that are effective on
January 1 or later.

Elderly/Disabled Family Deduction

Summary: Effective January 1, 2024, the elderly/disabled family deduction increases
from $400 to $525 and applies to a family’s next interim or annual reexamination,
whichever is sooner.

Unreimbursed Health and Medical Care Expenses and Reasonable Attendant
Care and Auxiliary Apparatus Expenses Deduction

New Higher Threshold for Deducting Health and Medical Care Expenses

and Unreimbursed Reasonable Attendant Care and Auxiliary Apparatus

Expenses

Summary: The final rule establishes that the sum of unreimbursed health and
medical care and reasonable attendant care and auxiliary expenses that exceed 10
percent of the family’s annual income can be deducted from annual income. Prior
to January 1, 2024, the threshold was 3 percent of the family’s annual income.

New Definition of Unreimbursed Health and Medical Care Expenses and
Reasonable Attendant Care and Auxiliary Apparatus Expenses Deduction
Summary: Health and medical care expenses, as defined in 24 CFR § 5.603,
include costs incurred for the diagnosis, cure, mitigation, treatment, or prevention
of disease or payments for treatments affecting any structure or function of the
body. Health and medical care expenses include medical insurance premiums and
long-term care premiums that are paid or anticipated during the period for which
annual income is computed. Medical insurance premiums continue to be eligible
health and medical care expenses. Health and medical care expenses

may be deducted from annual income only if they are eligible and not otherwise
reimbursed and may only be deducted for elderly or disabled families. PHAs/MFH
Owners must review each expense to determine whether it is eligible in accordance
with HUD’s definition of health and medical care expenses.

Unreimbursed Reasonable Attendant Care and Auxiliary Apparatus



Expenses

Summary: Auxiliary apparatus items can include, for example, expenses for
wheelchairs, ramps, adaptations to vehicles, guide dogs, assistance animals, or
special equipment to enable a person who is blind or has low vision to read, or
type or special equipment to assist a person who is deaf or hard of hearing. Some
examples of attendant care expenses can include teaching a person with
disabilities how to perform day-to-day tasks independently like cleaning, bathing,
doing laundry, and cooking. Attendant care can be 24-hour care, or care during
sporadic periods throughout the day.

In order to claim the deduction for the cost of unreimbursed reasonable attendant
care and auxiliary apparatus expenses, the family must include a person with a
disability, and the expenses must enable any member of the family (including the
member who is a person with a disability) to be employed. If the unreimbursed
reasonable attendant care and auxiliary apparatus expense exceeds the amount
earned by the person who was enabled to work, the deduction will be capped at
the amount earned by that individual.

Hardship Exemptions for Health and Medical Care Expenses and Reasonable
Attendant Care and Auxiliary Apparatus Expenses

Summary: As stated in C.3.a, the threshold to deduct health and medical care
expenses and reasonable attendant care and auxiliary apparatus expenses has been
increased from an excess of 3 to an excess of 10 percent of annual income.
Concurrently with this increase, the regulations provide financial hardship
exemptions for unreimbursed health and medical care expenses, and for reasonable
attendant care and auxiliary apparatus expenses for eligible families. A family will
benefit from this hardship exemption only if the family has eligible expenses that can
be deducted in excess of 5 percent of annual income. In order to claim unreimbursed
health and medical care expenses, the family must have a head, co-head, or spouse
that is elderly or a person with a disability. In order to claim unreimbursed reasonable
attendant care and auxiliary apparatus expenses, the family must include a person
with a disability, and the expenses must enable any member of the family (including
the member who is a person with a disability) to be employed.

To initiate, extend, or conclude a hardship exemption only, PHAs/MFH Owners will
process and submit a non-interim reexamination transaction.

Families may be eligible for relief under one of two categories; phased-in relief or
general relief, as defined below.

Note: A family receiving phased-in relief may request to receive general hardship
relief instead; once a family chooses to obtain general relief, a family may no longer
receive the phased-in relief.

Phased-In Relief

This section describes the phased-in relief for families affected by the statutory
increase in the threshold to receive unreimbursed health and medical care and
reasonable attendant care and auxiliary apparatus expense deductions from annual
income.

All families who received a deduction for unreimbursed health and medical care
and/or reasonable attendant care or auxiliary apparatus expenses based on their
most recent income review prior to January 1, 2024, will begin receiving the 24-
month phased-in relief at their next annual reexamination or interim
reexamination, whichever occurs first after the date on which the PHA/MFH



Owner implements the phased-in relief. Families who receive phased-in relief will
have eligible expenses deducted that exceed 5 percent of annual income for 12
months. Twelve months after the 5 percent phase-in began, families will have
eligible expenses deducted that exceed 7.5 percent of annual income for the
immediately following 12 months. After the family has completed the 24 months
phase-in at the lower thresholds, as described above, the family will remain at the
10 percent threshold, unless the family qualifies for relief under the general
hardship relief provision.

When an eligible family’s phased-in relief begins at an interim reexamination, the
PHA/MFH Owner will need to process another transaction one year later to move
the family along to the next phase. The transaction can be either an interim
reexamination if triggered, or a non-interim reexamination transaction.

General Relief

This section describes when a family is eligible for general relief related to the
health and medical care expense and reasonable attendant care and auxiliary
apparatus expense deduction.

To receive general relief, a family must demonstrate that the family’s
unreimbursed health and medical care expenses or unreimbursed reasonable
attendant care and auxiliary apparatus expenses increased, or the family’s

financial hardship is a result of a change in circumstances that would not

otherwise trigger an interim reexamination.

Relief is available regardless of whether the family previously received an
unreimbursed health and medical care expense deduction, unreimbursed
reasonable attendant care and auxiliary apparatus expense deduction, are currently
receiving phased-in hardship relief, or were previously eligible for either this
general relief or the phased-in relief.

If a PHA/MFH Owner determines that a family is eligible for general relief, the
family will receive a deduction for the sum of the eligible expenses that exceed 5
percent of annual income. The family’s hardship relief ends when the circumstances
that made the family eligible for the relief are no longer applicable or after 90 days,
whichever comes earlier. However, PHAs/MFH Owners may, pursuant to their own
discretionary policy, extend the relief for one or more additional 90-day periods while
the family’s hardship condition continues.

Child-Care Expenses Deduction and Hardship Exemption to Continue Child-
Care

Expenses Deduction

See also Attachment I (paragraph 1.4) (Non-Interim Reexamination Transactions).
Summary: Under 24 CFR § 5.611(d), any reasonable child-care expenses necessary to
enable a member of the family to be employed or to further their education are
deducted from income. Reasonable child-care expenses are defined in 24 CFR §
5.603(a) and are expenses for the care of children (including foster children if the
unreimbursed child-care expenses are paid from the family’s annual income and not
from another source, such as a stipend from the child welfare agency), under 13 years
of age, when all the following statements are true:

1. The care is necessary to enable a family member to be employed or to further his or
her education (e.g., work, look for work, or further their education (academic or
vocational); and

2. The expense is not reimbursed by an agency or individual outside the household.
The amount deducted must not exceed the amount of employment income that is



included in annual income.

A family whose eligibility for the child-care expense deduction is ending may receive
a hardship exemption to continue receiving a child-care expense deduction in certain
circumstances when the family no longer has a member that is working, looking for
work, or seeking to further their education, and the deduction is necessary because the
family is unable to pay their rent.

Hardship Policy Requirements

Policy for Determination of the Family’s Inability to Pay Rent

Summary: PHAs/MFH Owners must establish policies on how they define what
constitutes a hardship (i.e., when a family is unable to pay rent, triggering
eligibility for a hardship exemption).

PHA/MFH Owner Discretion: PHAs/MFH Owners have discretion to establish
policies for the purpose of determining eligibility for general hardship relief for
the health and medical care expense deduction and for the child-care expense
hardship exemption. PHAs/MFH Owners must describe these policies in their
ACOPs, Administrative Plans, or Tenant Selection Plans, as applicable.

Some factors to consider when determining if the family is unable to pay rent may
include determining that the rent, utility payment, and applicable expenses (childcare
expenses or health and medical expenses) is more than 45 percent (for

example) of the family’s adjusted income, or verifying whether the family has
experienced unanticipated expenses, such as large medical bills, that have affected
their ability to pay their rent. PHA/MFH Owners may use different percentage
thresholds or methods for determining a family’s inability to pay rent; the
examples provided in this paragraph are for consideration purposes.

Family Notification of Hardship Exemption

Summary: PHAs/MFH Owners must promptly notify families in writing of the
change in the determination of adjusted income and the family’s rent resulting
from the application of the hardship exemption. The written notice must also
inform the family of the dates that the hardship exemption will begin and expire
and the requirement for the family to report to the PHA/MFH Owner if the
circumstances that made the family eligible for relief are no longer applicable.
The notice must also state that the family’s adjusted income and tenant rent will
be recalculated upon expiration of the hardship exemption. PHAs/MFH Owners
must provide families 30 days’ notice of any increase in rent.

PHAs/MFH Owners are encouraged to communicate the availability of hardship
exemptions and how to request a hardship to all applicants and families prior to
beginning to comply with HOTMA.

Family Notification of Hardship Exemption Denial

PHAs/MFH Owners must promptly notify families in writing if they are denied
either an initial hardship exemption or an additional 90-day extension of the
exemption. The notification must specifically state the reason for the denial.

Family Notification of Hardship Exemption Termination

PHAs/MFH Owners must notify the family if the hardship exemption is no longer
necessary and will be terminated because the circumstances that made the family
eligible for the exemption are no longer applicable. The notice must state the



termination date and provide 30 days’ notice of rent increase, if applicable

TOPIC: APPLICABLE FAIR HOUSING AND CIVIL RIGHTS

REQUIREMENTS

Summary: While HOTMA did not revise existing Fair Housing or Civil Rights
requirements, PHAs/MFH Owners are reminded to follow all applicable
nondiscrimination and equal opportunity requirements at 24 CFR § 5.105(a) and 24
CFR § 982.53, including but not limited to:

"1 the Fair Housing Act;

0 Section 504 of the Rehabilitation Act of 1973;

1 Title VI of the Civil Rights Act of 1964;

] the Age Discrimination Act;

"1 HUD’s Equal Access Rule; and

"I Title II of the Americans with Disabilities Act of 1990.

These requirements prohibit discrimination on the basis of race, color, religion, sex
(including gender identity and sexual orientation), familial status, national origin,
disability, age, and marital status. PHAs/MFH Owners must also comply with Title
IIT of the Americans with Disabilities Act of 1990, as applicable (see 28 CFR part
36). When an assisted household includes a person with disabilities, a reasonable
accommodation may be necessary. A reasonable accommodation is a change,
exception, or adjustment to rules, policies, practices, or services that may be
necessary in order to enable an applicant or resident with a disability to have an equal
opportunity to use and enjoy a dwelling, including public and common areas, or to
participate in or access programs and activities. Under Section 504,

reasonable accommodations may also include a structural change to a unit, or to a
public or common use area. In addition, the PHAs/MFH Owners must provide
effective communication to persons with disabilities, including those with vision,
hearing, and other communication-related disabilities, which includes ensuring that
information is provided in appropriate accessible formats as needed (e.g., Braille,
audio, large type, assistive listening devices, sign language interpreters, accessible
Web sites; and other accessible electronic communications). See 24 CFR

§ 8.6.

PHAs/MFH Owners must also take reasonable steps to ensure meaningful access for
persons with limited English proficiency (LEP).

In addition, PHAs/MFH Owners must comply with the Violence Against Women Act
(VAWA), HUD’s implementing VAWA regulation at 24 CFR part 5 — subpart L, and
applicable program regulations.

TOPIC: HOUSEHOLD COMPOSITION

Definition of Family has changed under HOTMA final rule.

Summary: The final rule revises the definition of family to also include a single
person who: Is an otherwise eligible youth who has attained at least 18 years of age
and not more than 24 years of age; Has left foster care, or will leave foster care
within 90 days, in accordance with a transition plan described in section 475(5)(H) of
the Social Security Act (42 U.S.C.675(5)(H)); and Is homeless or is at risk of
becoming homeless at age 16 or older.

New Definitions of Foster Adult and Foster Child



Summary: The final rule establishes definitions for “foster adult” and “foster child.”
A foster adult is defined as a member of the household who is 18 years or older and
meets the definition of a foster adult under state law._A foster child is defined as a
member of the household who meets the definition of a foster child under state law.
Foster adults/children are not considered family members and must not be included in
calculations of income for eligibility and rent determination purposes. However,
foster adults/children are considered household members and must be included when
determining unit size or subsidy standards based on established policies

The definition of “dependent” under § 5.603 was revised to explicitly exclude foster
children and foster adults. PHAs/MFH Owners may not provide a dependent
deduction under § 5.611(a) for a foster child or foster adult.

Alignment of Family Member Definition Across Programs

Summary: Since approximately 2008, MFH programs have treated foster children and
foster adults as family members. Effective with the final rule, foster children and
foster adults will be treated as household members in MFH programs. This policy
alignment is not a direct result of HOTMA but serves rather to conform MFH
programs with the existing treatment of foster children/adults across other HUD
programs.

TOPIC: INCOME

Annual Income

Summary: Annual income includes all amounts received from all sources by each
member of the family who is 18 years of age or older, the head of household, or
spouse of the head of household, in addition to unearned income received by or on
behalf of each dependent who is under 18 years of age. Annual income does not
include amounts specifically excluded in (Income Exclusions). All amounts received
by the head of household, co-head, or spouse, including the income of a day laborer,
independent contractor, and seasonal worker are included in annual income regardless
of age, unless otherwise excluded in paragraph (b) of 24 CFR § 5.609.Note: Annual
income includes “all amounts received,” not the amount that a family maybe legally
entitled to receive but did not.

Earned Income

Summary: Earned Income is defined as income or earnings from wages, tips, salaries,
other employee compensation, and net income from self-employment. Earned income
does not include any pension or annuity, transfer payments (meaning payments made
or income received in which no goods or services are being paid for, such as welfare
assistance, Social Security, and other governmental subsidies/benefits), or any cash or
in-kind benefits. All amounts received by the head of household, co-head, or spouse,
including the income of a day laborer, independent contractor, and seasonal worker
are included in annual income regardless of age, unless otherwise excluded in
paragraph (b) of 24 CFR § 5.609

Definition of Day Laborer
Summary: A day laborer is defined as an individual hired and paid one day at a
time without an agreement that the individual will be hired or work again in the



future.

Definition of Independent Contractor

Summary: An independent contractor is an individual who qualifies as an
independent contractor instead of an employee in accordance with the Internal
Revenue Code federal income tax requirements and whose earnings are
consequently subject to the self-employment tax.

Definition of Seasonal Worker

Summary: A seasonal worker is defined as an individual who is: 1) hired into a
short-term position (e.g., for which the customary employment period for the
position is 6 months or fewer); and 2) the employment begins about the same time
each year (such as summer or winter). Typically, the individual is hired to address
seasonal demands that arise for the employer or industry.

Definition of Unearned Income
Summary: Unearned income means any annual income, as calculated under 24 CFR
§ 5.609, that is not earned income.

Assets

Asset requirements in 24 CFR §§ 5.603 and 5.609 apply to HCV (including Project
Based Vouchers and all special purpose vouchers), Public Housing, Section 8
Moderate Rehabilitation, Section 8 Moderate Rehabilitation SRO, and MFH
programs.

Determining Net Family Assets

Summary: Net family assets are defined as the net cash value of all assets owned
by the family, after deducting reasonable costs that would be incurred in

disposing of real property, savings, stocks, bonds, and other forms of investment,
except as excluded.

Exclusions from Net Family Assets

The ACOP and HCV Admin Plan will be updated to reflect the exclusions under
HOTMA.

Required exclusions from net family assets include the following:

The value of necessary items of personal property.

The value of all non-necessary items of personal property with a total combined value
of $50,000 or less, annually adjusted for inflation.

The value of any account under a retirement plan recognized as such by the

Internal Revenue Service, including Individual Retirement Accounts (IRAs),
employer retirement plans (e.g., 401(k), 403(b)), and retirement plans for self
employed individuals.

The value of real property that the family does not have the effective legal

authority to sell in the jurisdiction in which the property is located.

Any amounts recovered in any civil action or settlement based on a claim of
malpractice, negligence, or other breach of duty owed to a family member

arising out of law that resulted in a member of the family being a person with
disabilities.

The value of any Coverdell education savings account under section 530 of

the Internal Revenue Code of 1986; the value of any qualified tuition program

under section 529 of such Code; and the amounts in, contributions to, and



distributions from any Achieving a Better Life Experience (ABLE) account
authorized under section 529A of such code.

The value of any “baby bond” account created, authorized, or funded by the
federal, state, or local government (money held in trust by the government for
children until they are adults).

Interests in Indian trust land.

Equity in a manufactured home where the family receives assistance under 24
CFR Part 982.

Equity in property under the Homeownership Option for which a family
receives assistance under 24 CFR Part 982.

Family Self-Sufficiency accounts.

Federal tax refunds or refundable tax credits for a period of 12 months after
receipt by the family.

The full amount of assets held in an irrevocable trust.

The full amount of assets held in a revocable trust where a member of the
family is the beneficiary, but the grantor/owner and trustee of the trust is not a
member of the participant family or household.

Passbook Rate

Summary: HUD will annually publish a passbook rate based on the Federal Deposit
Insurance Corporation (FDIC) National Deposit Rate for savings accounts.
PHAs/MFH Owners must use the HUD-published passbook rate when calculating
imputed asset income for net family assets that exceed $50,000.

Self-Certification of Net Family Assets Equal to or Less Than $50,000 (as
adjusted for inflation)

Summary: PHAs/MFH Owners may determine net family assets based on a self-
certification by the family that the family’s total assets are equal to or less than
$50,000,adjusted annually for inflation, without taking additional steps to verify the
accuracy of the declaration at admission and/or reexamination.

TOPIC: INCOME EXCLUSIONS

The section below provides descriptions and clarifying information for new and
updated income exclusions referenced in 24 CFR § 5.609(b).

Please note that this section addresses only those that are newly added or updated by
the HOTMA final rule.

Nonrecurring Income Definition

Regulation: 24 CFR §§ 5.609(b)(24) and CFR 891.105

Summary: The nonrecurring income exclusion replaces the former exclusion for
temporary, nonrecurring, and sporadic income (including gifts), but it provides a
narrower definition of excluded income in contrast to the former broad exclusion of
temporary, nonrecurring, or sporadic income.

Income that will not be repeated beyond the coming year (i.e., the 12 months
following the effective date of the certification), based on information provided by
the family, is considered nonrecurring income and is excluded from annual income



Nonrecurring Income: Temporary U.S. Census Bureau Employment

Summary: Payments from the U.S. Census Bureau for employment relating to

the decennial census or the American Community Survey lasting no longer than
180 days and not culminating in permanent employment are excluded from
annual income. However, it should be noted that any permanent employment with
the U.S. Census Bureau should be considered in the annual income calculation.
Nonrecurring Income: Economic Stimulus or Recovery Payments

Summary: Direct federal or state payments intended for economic stimulus or
recovery are excluded from annual income.

Nonrecurring Income: State Tax Refunds

Summary: Amounts directly received by the family as a result of state refundable
tax credits or state tax refunds at the time they are received are excluded from
annual income.

Nonrecurring Income: Federal Tax Refunds

Summary: Amounts directly received by the family as a result of federal
refundable tax credits and federal tax refunds at the time they are received are
excluded from annual income.

Nonrecurring Income: Gifts

Summary: Gifts for holidays, birthdays, or other significant life events or
milestones (e.g., weddings, baby showers, anniversaries) are excluded from
annual income.

Nonrecurring Income: In-Kind Donations

Summary: Non-monetary in-kind donations, such as food or toiletries, received
from a food bank or similar organization are excluded from annual income. When
calculating annual income, PHAs/MFH Owners are prohibited from assigning
monetary value to non-monetary in-kind donations received by the family from a
food bank or similar organization.

Non-recurring, non-monetary in-kind donations from friends and family may be
excluded as non-recurring income. See (24 CFR § 5.609(b)(24)).

Lump-Sum Additions to Net Family Assets

Summary: Lump-sum additions to net family assets, including but not limited to
lottery or other contest winnings, are excluded from annual income. These amounts
may count toward net family assets in accordance with 24 CFR § 5.603.

Income Earned on Amounts Placed in a Family’s Family Self Sufficiency (FSS)
Account

Summary: Income earned on amounts placed in a family’s FSS account is excluded
from the family’s calculation of annual income.

Income of Live-in Aides, Foster Children, and Foster Adults
Summary: Income of a live-in aide, foster child, or foster adult as defined in 24 CFR
§§ 5.403 and 5.603 is excluded from the family’s calculation of annual income.



Payments Received for the Care of Foster Children or Foster Adults or State or
Tribal Kinship or Guardianship Care Payments

Summary: Payments received for the care of foster children or foster adults, or state
or Tribal kinship or guardianship care payments, are excluded from annual income.
This income exclusion also applies to Kinship Guardian Assistance Payments
(KinGAP), kinship care payments, and other state-based kinship or guardianship
payments that are alternatives to traditional foster care programs.

Insurance Payments or Settlements

Summary: Insurance payments and settlements for personal or property losses,
including but not limited to payments under health insurance, motor vehicle
insurance, and workers’ compensation, are excluded from annual income. Any
workers’ compensation is always excluded from annual income, regardless of the
frequency or length of the payments.

Civil Action Recoveries or Settlements

Summary: Any amounts recovered in any civil action or settlement based on a claim
of malpractice, negligence, or other breach of duty owed to a family member arising
out of law that resulted in a member of the family becoming a person with disabilities
are excluded from annual income. Any amounts recovered are excluded irrespective
of whether they are received periodically or in a lump sum payment.

Earned Income of Dependent Full-Time students

Summary: Earned income of dependent full-time students in excess of the amount of
the deduction for a dependent in § 5.611 is excluded from annual income. Full-time
students must be dependent family members for this exclusion to apply. This
exclusion does not apply to the head of household, spouse, or co-head. This means
that the first $480 of the income earned by dependent full-time students will be
included in the family’s calculation of annual income.

The dependent deduction will be adjusted annually in accordance with the (CPI-W).
(inflation adjustment)

Full-time dependent students are eligible to receive both the $480 (as

adjusted for inflation) dependent deduction and the exclusion described in this
paragraph.

Adoption Assistance Payments

Summary: Adoption assistance payments in excess of $480 per adopted child are
excluded from the family’s calculation of annual income. This amount will be
adjusted annually in accordance with the CPI-W. All dependents, including adopted
family members, are eligible to receive the $480 (as adjusted for inflation) dependent
deduction and the exclusion described in this paragraph.

Veterans Regular Aid and Attendance

Summary: Payments to veterans in need of regular aid and attendance are excluded
from annual income under 38 U.S.C. 1521. This income exclusion applies only to
veterans in need of regular aid and attendance and not to other beneficiaries of the
payments, such as a surviving spouse.



Certain veterans are eligible for “aid and attendance” payments from the Veterans
Affairs (VA) Administration. These payments are distinct from payments made to
veterans under other VA programs, including the Veterans Pension program.
PHAs/MFH Owners should carefully review any income documentation provided by
the family, because many types of VA income, including the Veterans Pension and
the VA Survivors Pension, are included in annual income.

Home-Based Care Payments for a Family Member(s) with a Disability(ies)
Summary: Payments made by or authorized by a state Medicaid agency (including
through a managed-care entity) or other state or federal agency to a family to enable a
family member who has a disability to reside in the family’s assisted unit are
excluded from the calculation of the family’s annual income.

The exclusion does not apply to income earned by the family for other caregiving
services provided to individuals outside of the assisted household.

Loan Proceeds

Summary: Loan proceeds (the net amount disbursed by a lender to a borrower under
the terms of a loan agreement) received by the family or a third party (e.g., proceeds
received by the family to finance the purchase of a car) are excluded from annual
income. The loan borrower or co-borrower must be a member of the family for this
income exclusion to be applicable.

Loan proceeds may include, but are not limited to, personal loans (with a loan
agreement) and student loans, regardless of whether the proceeds are received in the
form of a refund to the student.

Certain Payments Received by Tribal Members

Summary: Payments received by Tribal members as a result of claims relating to the
mismanagement of assets held in trust by the United States, to the extent such
payments are also excluded from gross income under the Internal Revenue Code
(IRC) or other federal law, are excluded from annual income.

Generally, payments received by tribal members in excess of the first $2,000 of per
capita shares are included in a family’s annual income for purposes of determining
eligibility. However, as explained below, payments made under the Cobell
Settlement, and certain per-capita payments under the recent Tribal Trust Settlements,
must be excluded from annual income in HUD programs that adopt the definitions of
annual income in 24 CFR 5.609, the Census Long Form, and the IRS Form 1040,
including the programs affected by this notice.

Exclusions from Other Federal Statutes

Summary: This exclusion applies to all amounts that HUD is required by federal
statute to exclude from annual income. HUD will publish a notice in the Federal
Register to identify the benefits that qualify for this exclusion. Updates will be
published when necessary.

Replacement Housing Gap Payments

Summary: Replacement housing “gap” payments made in accordance with the
Uniform Relocation Assistance and Real Property Acquisition Policies Act of 1970
(“URA”), as implemented by 49 CFR Part 24, are excluded from annual income.



“Gap” payments offset the increased out-pocket costs of displaced persons who move
from one federally subsidized housing unit to another federally subsidized housing
unit.

Student Financial Assistance

Summary: The treatment of student financial assistance depends on the HUD
program, student/household characteristics, and the type of financial assistance
received by the student. The student financial assistance rules apply to both full-time
and part-time students.

Achieving a Better Life Experience (ABLE) Accounts

Summary: ABLE accounts are excluded from the definition of net family assets, and
therefore income generated from such accounts is not considered when calculating
income from assets. Distributions from these accounts are also excluded from
income.

Income and Distributions from Coverdell Education Savings Accounts, 529
Accounts and “Baby Bond” Accounts

Summary: Income and distributions from any Coverdell education savings account
under section 530 of the Internal Revenue Code of 1986 or any qualified tuition
program under section 529 of such Code; and income earned by government
contributions to, and distributions from, “baby bond” accounts created, authorized, or
funded by Federal, State, or local government are excluded from income and net
family assets.

Gross Income from Self-Employment or Operation of a Business

Summary: The gross income received by a family through self-employment, or the
operation of a business is excluded from income. Gross income is all income amounts
received into the business, prior to the deduction of business expenses. To determine
the amount of business or self-employment income included in a family’s annual
income, the net income of the business must first be determined.

Net income is the “gross income amount minus business expenses” that allows the
business to operate.

The net income from self-employment or the operation of a business is considered
income.

Elimination of the Earned Income Disregard (EID)

Summary: The Earned Income Disregard (EID) will not apply to any family who is
not eligible for and already participating in the disallowance as of December 31,
2023. The EID allowed eligible families to have a portion of their earned income
excluded from annual income for a maximum period of 24 consecutive months.
Although HOTMA eliminates the EID from HUD regulations, families who were
receiving the EID benefit as of December 31, 2023, may continue to receive the full
benefit until the remaining timeframe for an individual family’s EID expires. Because
the EID lasts up to 24 consecutive months, no family will still be receiving the EID
benefit after December 31, 2025.

Civil Rights Settlements or Judgments
Summary: Civil rights settlements or judgments, including settlements or judgments
for back pay, are excluded from the calculation of annual income.



TOPIC: INFLATIONARY ADJUSTMENTS

Summary: HUD will annually publish the eight inflation-adjusted items in the table
below no later than September 1, and the updated values will be shared online at the
HUD User website. The publication will apply to both MFH and PIH programs. The
revised amounts will be effective on January 1 of the following year. The first set of
adjustments for inflation will be made effective January 1, 2025.

It will be particularly important for PHAs/MFH Owners who begin reexaminations
90 to 120 days in advance of the effective date of the reexamination to update their
documents in a timely manner, because several of these figures must be known from
the outset of the reexamination.

TOPIC: INTERIM REEXAMINATIONS

Summary: A family may request an interim determination of family income or
composition because of any changes since the last determination. The PHA/MFH
Owner must conduct any interim reexamination within a reasonable period of time
after the family request or when the PHA/MFH Owner becomes aware of a change in
the family’s adjusted income that must be processed in accordance with the final rule.
What qualifies as a “reasonable time” may vary based on the amount of time it takes
to verify information, but the PHA/MFH Owner generally should conduct the interim
reexamination not longer than 30 days after the PHA/MFH Owner becomes

aware of changes in income.

Decreases in Adjusted Income

Regulations: 24 CFR §§ 5.657(c)(2); 882.515(b)(2); 891.105; 891.410(g)(2);
891.610(g)(2); 960.257(b)(2); and 982.516(c)(2)

Summary: A family may request an interim determination of family income for any
change since the last determination. However, the PHA/MFH Owner may decline to
conduct an interim reexamination of family income if the PHA/MFH Owner
estimates that the family’s adjusted income will decrease by an amount that is less
than 10 percent of the family’s annual adjusted income. PHAs/MFH Owners have the
discretion to set a lower percentage threshold, in which case that lower percentage
threshold must be included in the ACOP, Administrative Plan, or Tenant Selection
Plan, as applicable.

PHAs/MFH Owners must conduct an interim reexamination of family income when
the PHA/MFH Owner becomes aware that a family’s annual adjusted income has
changed by an amount that the PHA/MFH Owner estimates will result in a decrease
of 10 percent or more in annual adjusted income or a lower threshold set by HUD or
by a PHA/MFH Owner in their ACOP, Administrative Plan, or Tenant Selection
Plan, as applicable. In addition to decreases in family income, increases in deductions
may produce a sufficient decrease in adjusted income to support an interim
reexamination effective January 1, 2024, or later.

HUD is using its discretion, as authorized by HOTMA, to establish a lower



threshold through notice to process interim reexaminations under certain
circumstances. Specifically, HUD is requiring PHAs/MFH Owners to apply a 0-
percent threshold and to process an interim reexamination when there is a decrease in
family size attributed to the death or permanent move-out from the assisted unit of a
family member during the period since the family’s last reexamination that results in
a decrease in adjusted income of any amount. If there is no change/decrease in
adjusted income as a result of the decrease in family size, then a non-interim
transaction is processed instead of an interim reexamination. This O-percent threshold
for interim reexamination applies only to decreases in family size that result in a
decrease in adjusted income. If the net effect of the changes in annual adjusted
income due to a decrease in family size results in an increase in annual adjusted
income, then PHA/MFH Owner will process the removal of the household member(s)
as a non-interim reexamination transaction without making changes to the family’s
annual adjusted income.

Interim Reexaminations to Determine Public Housing Over-Income Status
Summary: Regardless of changes in adjusted annual income, in some circumstances
PHASs are required to conduct interim reexaminations of Public Housing families to
determine whether they continue to exceed the income limit. When a PHA makes an
initial determination that a Public Housing family is over-income during an interim
reexamination, the PHA must conduct a second interim reexamination 12 months
after the over-income determination, and then again 12 months after the second over-
income determination, unless the family’s income falls below the over-income limit
during the 24-month period.

Increases in Adjusted Income

Summary: PHAs/MFH Owners must conduct an interim reexamination of family
income when the PHA/MFH Owner becomes aware that the family’s adjusted income
has changed by an amount that the PHA/MFH Owner estimates will result in an
increase of 10 percent or more in annual adjusted income or another amount
established through a HUD notice, with the following exceptions:

PHAs/MFH Owners may not consider any increases in earned income when
estimating or calculating whether the family’s adjusted income has increased, unless
the family has previously received an interim reduction during the same
reexamination cycle; and PHAs/MFH Owners may choose not to conduct an interim
reexamination during the last three months of a certification period if a family reports
an increase in income within three months of the next annual reexamination effective
date. Note: Families who delay reporting income increases until the last three months
of their certification period may be subject to retroactive rent increases in accordance
with the PHA/MFH Owner’s policies.

Interim Reexaminations to Determine Public Housing Over-Income Status
Summary: Regardless of changes in adjusted annual income, in some circumstances
PHASs are required to conduct interim reexaminations of Public Housing families to
determine whether they continue to exceed the income limit. When a PHA makes an
initial determination that a Public Housing family is over-income during an interim
reexamination, the PHA must conduct a second interim reexamination 12 months
after the over-income determination, and then again 12 months after the second over-
income determination, unless the family’s income falls below the over-income limit
during the 24-month period.



Non-Interim Reexamination Transactions

Summary: Families may experience changes within the household that do not trigger
an interim reexamination under HOTMA but still need to be reported in a non-interim
reexamination submission to HUD. In these cases, PHAs/MFH Owners will submit a
separate, new action code on form HUD-50058/HUD-50059. Further instructions on
the use of this action code will be provided along with supplemental guidance on
other revisions to forms HUD-50058/HUD-50059. The code will be used for the
following transaction types when an interim reexamination is not triggered under the
final rule:

1. Adding or removing a hardship exemption for the child-care expense deduction;

2. Updating or removing the phased-in hardship relief for the health and medical care
expense deduction and/or reasonable attendant care and auxiliary apparatus expense
deduction (the phased-in relief will begin at an eligible family’s first annual or
interim reexamination, whichever is sooner, after January 1, 2024);

3.Adding or removing general hardship relief for the health and medical care expense
deduction and/or reasonable attendant care and auxiliary apparatus expense
deduction; Adding or removing a minimum rent hardship;

4.Adding or removing a non-family member (i.e., live-in aide, foster child, foster
adult);

5. Ending a family’s EID or excluding 50 percent (decreased from 100%) of a family
member’s increase in employment income at the start of the second 12-month EID
period.

6. Adding a family member and the increase in adjusted income does not trigger an
interim reexamination under the final rule;

7. Removing a family member and the increase in adjusted income does not trigger an
interim reexamination under the final rule;

8. Adding/updating a family or household member’s Social Security number; and

9. Updating a family member’s citizenship status from eligible to ineligible or vice
versa, resulting in a change to the family’s rent and/or utility reimbursement, if
applicable (i.e., family begins receiving prorated assistance or previously prorated
assistance becomes full assistance), or updating the prorated rent calculation due to
the addition or removal of family members in household with an ineligible
noncitizen(s).

HCV Program Only:

1.Processing contract rent changes that do not correspond with an interim or annual
reexamination (including PBV rent increases);

2. Implementing an update to the payment standard that does not correspond with an
interim or annual reexamination.

Policies for Families to Report Changes to Annual Adjusted Income or
Household Composition

Summary: PHAs/MFH Owners must require families to report household
composition changes; however, PHAs/MFH Owners determine the timeframe in
which reporting happens. PHAs/MFH Owners must develop policies that describe
when and under what conditions families must report changes in annual adjusted
income consistent with the new requirements for processing interim reexaminations.
PHAs/MFH Owners are responsible for educating families on the requirements for
reporting changes. Families are responsible for reporting these changes to the



PHA/MFH Owner. It is the PHA’s/MFH Owner’s responsibility to track all reported
changes to a family’s annual adjusted income to ensure that the PHA/MFH Owner is
correctly processing interim reexaminations in accordance with HUD’s requirements.

Processing Time Period for Interim Reexaminations

Summary: The updated regulations codified long-standing guidance on how long
PHAs/MFH Owners should take to process an interim reexamination.

Families may request an interim determination of income or household composition
because of any changes since the last determination. While the PHA/MFH Owner
may decline to conduct an interim reexamination of family income if they estimate
the family’s annual adjusted income will change by less than 10 percent, when the
PHA/MFH Owner conducts an interim reexamination, it must be conducted within a
reasonable period after the family’s request or after the PHA/MFH Owner becomes
aware of an increase in the family’s adjusted income. What qualifies as a “reasonable
time” may vary based on the amount of time it takes to verify information, but the
PHA/MFH Owner generally should conduct the interim reexamination not longer
than 30 days after the PHA/MFH Owner becomes aware of changes in income.

Effective Date of Interim Rent Changes

Summary: The updated regulation codified long-standing guidance on when interim
reexaminations are made effective.

Changes Reported Timely: If the family has reported a change in family income or
composition in a timely manner according to the PHA/MFH Owner’s policies, then
the PHA/MFH Owner must provide the family with a 30-day advance notice of any
rent increases, and such rent increases will be effective the first day of the month
beginning after the end of that 30-day period.

If the tenant has complied with the interim reporting requirement and the tenant’s rent
is anticipated to decrease, rent decreases will be effective on the first day of the
month after the date of the actual change leading to the interim reexamination of
family income. This means the decrease will be applied retroactively.

Changes Not Reported Timely: If the family has failed to report a change in family
income or composition in a timely manner according to the PHA/MFH Owner’s
policies, PHAs/MFH Owners must implement any resulting rent increases
retroactively to the first day of the month following the date of the change leading to
the interim reexamination of family income.

Any resulting rent decrease must be implemented no later than the first rent period
following completion of the reexamination.

Impact of Interim Reexamination Requirements on Family Self-Sufficiency
(FSS) Programs

Summary: PHAs/MFH Owners who operate FSS programs should note two effects
that the new interim reexamination regulations will have on families participating in
their FSS programs.

First, HOTMA requires that interim reexaminations must be conducted: (1) when a
family’s income decreases by at least 10 percent of their annual adjusted income, or
such lower threshold established by a PHA/MFH Owner or by HUD through notice;
or (2) when a family’s income increases by at least 10 percent of their annual adjusted
income or such other amount established by HUD through notice, except in certain



circumstances as described earlier in paragraph 1.2 (Increases in Adjusted Income) of
this notice.

PHAs/MFH Owners may not consider any increases in earned income when
estimating or calculating whether the family’s adjusted income has increased unless
the family has previously received an interim reduction during the same
reexamination cycle. Families participating in the FSS program are subject to these
interim requirements, therefore their escrow accounts may not grow as their earnings
increase throughout the year.

Second, the “Streamlining and Implementation of Economic Growth, Regulatory
Relief, and Consumer Protection Act Changes to Family Self-Sufficiency Program”
final rule states that the FSS contract of participation (COP) will generally expire 5
years from the date of the family’s first re-certification of income after the effective
date of the FSS COP. The PHA/MFH Owner may not perform an interim
reexamination of annual income when enrolling a family in the FSS program unless
the family experienced a change in annual adjusted income that meets the threshold
for conducting an interim reexamination under the HOTMA final rule. Families for
whom their first reexamination of income does not occur until their regularly
scheduled annual reexamination will not have the opportunity to begin escrowing
their increased earnings until that time and may have fewer escrow increases over the
life of the 5-year contract.

Although families participating in FSS may experience fewer escrow increases under
the HOTMA final rule, the revised interim reexamination regulations may provide
these families the opportunity to use their increased earnings to realize other short- or
long term goals outside of the scope of the FSS program, such as investing in a
hobby, going on a vacation with family, purchasing a car, etc.

TOPIC: VERIFICATION
The final rule updated verification of income requirements in 24 CFR §§ 5.230;
5.232; 5.233;5.609; and 5.659.

Authorization for the Release of Information (Forms HUD-9886/HUD—-9887)
Summary: In accordance with the final rule, all applicants must sign the consent form
at admission, and participants must sign the consent form no later than their next
interim or regularly scheduled income reexamination. After an applicant or
participant has signed and submitted a consent form either on or after January 1, 2024
(regardless of the PHA/MFH Owner’s compliance date), they do not need to sign and
submit subsequent consent forms at the next interim or regularly scheduled income
examination except under the following circumstances:

1. When any person 18 years or older becomes a member of the family;

2. When a member of the family turns 18 years of age; and

3. As required by HUD or the PHA in administrative instructions.

These consent forms contain provisions authorizing HUD and the PHA/MFH Owner
to obtain necessary information for verification of an application or to maintain a
family’s assistance, including income information and tax return information. The
executed consent forms will remain effective until the family is denied assistance, the
assistance is terminated, or if the family provides written notification to the
PHA/MFH Owner to revoke consent. If a family voluntarily leaves a HUD program,
the family's assistance is considered to be terminated and the signed consent forms
will no longer be in effect.



HUD will publish a new form HUD-9886—A and is updating forms HUD-9887 and
HUD-9887—A (Fact Sheet) to conform with the final rule.

Revocation of Consent

Summary: The executed consent forms will remain effective until the family is denied
assistance, the assistance is terminated, or if the family provides written notification
to the PHA/MFH Owner to revoke consent .

PHAs/MFH Owners must notify their local HUD office of a family’s revocation of
consent.

Mandated and Discretionary use of HUD’s Enterprise Income Verification
(EIV) System

Summary: The regulation clarifies that PHAs/MFH Owners must use EIV to verify
tenant employment and income information at annual and streamlined reexaminations
of family composition and income. However, PHAs/MFH Owners are no longer
required to use EIV to verify tenant employment and income information during an
interim reexamination of family composition and income.

PHAs/MFH Owners are still required to use EIV in its entirety, including using all of
the required reports, such as the Existing Tenant Search and Income Reports, to
verify tenant employment and income information at all other times.

HUD intends to update the discrepancy logic for the MFH and Public Housing
Income Discrepancy Reports and the Income Verification Tools (IVTs) to conform to
the requirements of the final rule. PHAs/MFH Owners are not required to investigate
discrepancies resulting from the MFH and Public Housing Income Discrepancy
Reports and the IVT Tools until HUD updates the discrepancy logic. HUD will notify
PHAs/MFH Owners when the new reports are ready for use.

Determination of Income Using Other Means Tested Public Assistance (i.e.,
“Safe Harbor”)

Summary: PHAs/MFH Owners may determine a family’s annual income, including
income from assets, prior to the application of any deductions based on income
determinations made within the previous 12-month period, using income
determinations from the following types of means-tested federal public assistance
programs:

1.The Temporary Assistance for Needy Families block grant (42 U.S.C. 601, et seq.).
2. Medicaid (42 U.S.C. 1396 et seq.).

3. The Supplemental Nutrition Assistance Program (42 U.S.C. 2011 et seq.).

4. The Earned Income Tax Credit (26 U.S.C. 32).

5. The Low Income Housing Tax Credit (26 U.S.C. 42).

6. The Special Supplemental Nutrition Program for Woman, Infants, and Children
(42U.S.C. 1786).

7. Supplemental Security Income (42 U.S.C. 1381 et seq.).

8. Other programs administered by the Secretary.

9. Other means-tested forms of federal public assistance for which HUD has
established a memorandum of understanding.

10. Other federal benefit determinations made by other means-tested federal
programs that the Secretary determines to have comparable reliability and announces
through a Federal Register notice.



If a PHA/MFH Owner elects to use the annual income determination from one of the
above-listed forms of means-tested federal public assistance, then they must obtain
the income information by means of a third-party verification.

The Safe Harbor documentation will be considered acceptable if any of the following
dates fall into the 12-month period prior to the receipt of the documentation by the
PHA/MFH Owner:

Income determination effective date;

Program administrator’s signature date;

Family’s signature date;

Report effective date; or

Other report-specific dates that verify the income determination date.

Verification Hierarchy

Summary: PHAs/MFH Owners are responsible for obtaining third-party verification
of reported family annual income, the value of assets, expenses related to deductions
from annual income, and other factors that affect the determination of adjusted
income. Third party verification is a process by which PHAs/MFH Owners gather
information (e.g., about the family’s annual income, value of assets, etc.)
independently from the source of the income, assets, expenses, or other factors that
affect the determination of adjusted income. Third-party verification may be obtained
directly from the third party or through the family. PHAs/MFH Owners must
document in the tenant file the reason why third party verification was not available
unless HUD’s regulations specifically permit families to self-certify a particular
component of adjusted income

Verification of Social Security Number (SSN)

Summary: It has become increasingly difficult for applicants to meet HUD’s SSN
disclosure requirements, particularly for those individuals experiencing homelessness.
To help protect individuals’ privacy, many federal, state, and local agencies no longer
print an individual’s SSN on official documentation. Individuals may be required to
visit their local Social Security office and provide original identity documentation in
order to obtain a replacement Social Security card.

Zero Income Procedures

PHAs/MFH Owners may accept a self-certification of zero income from the family at
admission and at reexamination without taking any additional steps to verify zero
reported income. HUD does not require that such self-certification be notarized.
PHAs/MFH Owners are reminded that they must verify families’ income in EIV
within 120 days after admission, except where the PHA/MFH Owner used Safe
Harbor documentation to verify a family’s income.
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	updates and fully convert to making all submissions to HIP. NNRHA’s current software vendor is Yardi Systems, Inc. This vendor will make the system wide software changes/updates.
	In particular, this means that NNRHA cannot implement the income and asset requirements in Sections 102 and 104 of HOTMA without having access to the revised HUD-50058 in HIP. For now, PHAs must continue to report HUD-50058 transactions to IMS/PIC unt...
	C. What NNRHA Can Do Now:
	PHAs are encouraged to implement the following specific provisions of HOTMA that do not require HIP, described below. Some are requirements and others are options PHAs can exercise irrespective of HIP:
	1. PHAs must not enroll families into the Earned Income Disregard (EID).
	2. PHAs may now implement the “Safe Harbor” income verification option of the HOTMA final rule.
	3. PHAs may begin using the new HUD-9886-A Authorization for the Release of
	Information/Privacy Act Notice.
	4. Verifications streamlining that allows PHAs to: accept third-party documents dated
	within 120 days of receipt, use an award letter from the appropriate year for benefits
	that are set annually, and use a self-certification of SSN.
	D. Details of specific HOTMA topics applicable to programs administered by NNRHA
	TOPIC: ASSET LIMITATION-For the Public Housing and Section 8 programs (including PBRA and HCV), PHAs/MFH Owners must deny admission of an applicant if they are determined to not meet the requirements
	of the asset limitation.
	A family is out of compliance with the asset limitation if they have either of the following:
	Net family assets that exceed $100,000, as adjusted annually for inflation
	Real property that is suitable for occupancy.
	Special Considerations for Terminating Assistance or Evicting Families for Noncompliance with the Asset Limitation
	Even if PHAs/MFH Owners do not adopt a non-enforcement or limited enforcement
	policy and/or exception policy, they may delay for a period of up to six months the
	initiation of termination or eviction of assistance proceedings. They are not required to initiate termination or eviction of assistance proceedings immediately upon determining the family is out of compliance with the asset limitation, nor are they r...
	What it means to initiate termination or eviction of assistance proceedings due to noncompliance with the asset limitation will vary by program:
	In the Section 8 Project-Based Rental Assistance program, including the Section
	202/8 program, participants who are not compliant with the asset limitation must
	either pay the contract rent for the unit or vacate the unit after termination of
	assistance.
	In the Housing Choice Voucher program, participants who are not compliant with the asset limitation are subject to termination of assistance, but there is no requirement that the unit owner initiate eviction because of non-compliance with the asset l...
	In the Public Housing program, participants who are not compliant with the asset
	limitation are subject to termination of assistance and eviction from the unit, if they
	fail to vacate the unit voluntarily. There is no general provision that allows such
	families to remain and pay an alternative rent.
	In the Section 8 Project-Based Voucher program, participants who are not compliant
	with the asset limitation are subject to termination of assistance. The PHA and owner
	may agree to remove the unit from the HAP contract, at which point the unit becomes
	an unassisted unit, and the owner may choose to allow the family to stay and pay the
	market rent. (The owner may charge the family a rent that is below-market rate, in
	which case it would be considered a landlord-assisted unit for rent reasonableness
	purposes.) When the family subsequently vacates the unit, the unit may be added
	back to the HAP contract.
	TOPIC: CALCULATING INCOME
	New Admissions and Interim Reexaminations-
	Summary: When calculating a household’s income, including asset income, at the time of admission to the program or during interim reexaminations, PHAs/MFH Owners must use anticipated income (current income) (i.e., the family’s estimated income for the...
	Annual Reexaminations-
	Summary: The final rule revises the standards for income calculation during annual
	reexamination. PHAs/MFH Owners have the option of using a “safe harbor” income verification from another federal means-tested program to verify gross annual income. During annual reexaminations, except where the PHA/MFH Owner uses a streamlined income...
	must first determine the family’s income for the previous 12-month period and use this amount as the family income for annual reexaminations; however, adjustments
	to reflect current income must be made. Any change of income since the family’s last annual reexamination, including those that did not meet the threshold to process an interim reexamination of family income in accordance with the PHA/MFH Owner’s poli...
	A change in income, for example, may be a loss of income or the addition of a new
	source of income. Changing to a different employer in the prior year does not necessarily constitute a change if the income earned from either employer is substantially the same. PHA/MFH Owners will look at the entirety of the family’s unearned income...
	Applying the Current SSA COLA at Next Annual and Interim Reexamination-
	Annually in October, the Social Security Administration (SSA) announces
	the cost-of-living adjustment (COLA) by which federal SS and SSI benefits are adjusted to reflect the increase, if any, in the cost of living as measured by the Consumer Price Index for Urban Wage Earners and Clerical Workers prepared by the Bureau of...
	Effective the day after SSA has announced the COLA, PHAs/MFH Owners are required to factor in the COLA when determining SS and SSI annual income for all annual reexaminations and interim reexaminations of family income that have not yet been completed...
	De Minimis Errors-
	Summary: PHAs/MFH Owners will not be considered out of compliance solely due to de minimis errors in calculating family income. De minimis errors occur when a
	PHA/MFH Owner’s determination of a family’s income deviates from the correct income determination by no more than $30 per month in monthly adjusted income (or $360 in annual adjusted income). HUD may revise the threshold amount that constitutes a “de ...
	As PHAs/MFH Owners become aware of the existence of an income calculation error, they are obligated to correct the error(s) retroactive to the effective date of the action the error was made regardless of the dollar amount associated with the error. P...
	TOPIC: DEDUCTIONS AND EXPENSES
	PHAs/MFH Owners must consider mandatory deductions when determining a family’s annual adjusted income.
	Dependent Deduction
	Summary: Effective January 1, 2024, the dependent deduction amount is $480. This
	amount will be adjusted annually and applies to a family’s next
	annual or interim reexamination after the annual adjustment, whichever is sooner. Not
	later than September 1 annually, HUD will publish the CPI–W adjusted dependent
	deduction to the HUD User Web site. PHAs/MFH Owners must implement the adjusted dependent deduction for all income examinations that are effective on January 1 or later.
	Elderly/Disabled Family Deduction
	Summary: Effective January 1, 2024, the elderly/disabled family deduction increases
	from $400 to $525 and applies to a family’s next interim or annual reexamination,
	whichever is sooner.
	Unreimbursed Health and Medical Care Expenses and Reasonable Attendant Care and Auxiliary Apparatus Expenses Deduction
	New Higher Threshold for Deducting Health and Medical Care Expenses
	and Unreimbursed Reasonable Attendant Care and Auxiliary Apparatus
	Expenses
	Summary: The final rule establishes that the sum of unreimbursed health and
	medical care and reasonable attendant care and auxiliary expenses that exceed 10
	percent of the family’s annual income can be deducted from annual income. Prior
	to January 1, 2024, the threshold was 3 percent of the family’s annual income.
	New Definition of Unreimbursed Health and Medical Care Expenses and
	Reasonable Attendant Care and Auxiliary Apparatus Expenses Deduction
	Summary: Health and medical care expenses, as defined in 24 CFR § 5.603,
	include costs incurred for the diagnosis, cure, mitigation, treatment, or prevention
	of disease or payments for treatments affecting any structure or function of the
	body. Health and medical care expenses include medical insurance premiums and
	long-term care premiums that are paid or anticipated during the period for which
	annual income is computed. Medical insurance premiums continue to be eligible
	health and medical care expenses. Health and medical care expenses
	may be deducted from annual income only if they are eligible and not otherwise
	reimbursed and may only be deducted for elderly or disabled families. PHAs/MFH Owners must review each expense to determine whether it is eligible in accordance with HUD’s definition of health and medical care expenses.
	Unreimbursed Reasonable Attendant Care and Auxiliary Apparatus
	Expenses
	Summary: Auxiliary apparatus items can include, for example, expenses for
	wheelchairs, ramps, adaptations to vehicles, guide dogs, assistance animals, or
	special equipment to enable a person who is blind or has low vision to read, or
	type or special equipment to assist a person who is deaf or hard of hearing. Some
	examples of attendant care expenses can include teaching a person with
	disabilities how to perform day-to-day tasks independently like cleaning, bathing,
	doing laundry, and cooking. Attendant care can be 24-hour care, or care during
	sporadic periods throughout the day.
	In order to claim the deduction for the cost of unreimbursed reasonable attendant
	care and auxiliary apparatus expenses, the family must include a person with a
	disability, and the expenses must enable any member of the family (including the
	member who is a person with a disability) to be employed. If the unreimbursed
	reasonable attendant care and auxiliary apparatus expense exceeds the amount
	earned by the person who was enabled to work, the deduction will be capped at
	the amount earned by that individual.
	Hardship Exemptions for Health and Medical Care Expenses and Reasonable
	Attendant Care and Auxiliary Apparatus Expenses
	Summary: As stated in C.3.a, the threshold to deduct health and medical care expenses and reasonable attendant care and auxiliary apparatus expenses has been increased from an excess of 3 to an excess of 10 percent of annual income. Concurrently with ...
	To initiate, extend, or conclude a hardship exemption only, PHAs/MFH Owners will
	process and submit a non-interim reexamination transaction.
	Families may be eligible for relief under one of two categories; phased-in relief or
	general relief, as defined below.
	Note: A family receiving phased-in relief may request to receive general hardship relief instead; once a family chooses to obtain general relief, a family may no longer
	receive the phased-in relief.
	Phased-In Relief
	This section describes the phased-in relief for families affected by the statutory
	increase in the threshold to receive unreimbursed health and medical care and
	reasonable attendant care and auxiliary apparatus expense deductions from annual
	income.
	All families who received a deduction for unreimbursed health and medical care
	and/or reasonable attendant care or auxiliary apparatus expenses based on their
	most recent income review prior to January 1, 2024, will begin receiving the 24-
	month phased-in relief at their next annual reexamination or interim
	reexamination, whichever occurs first after the date on which the PHA/MFH
	Owner implements the phased-in relief. Families who receive phased-in relief will
	have eligible expenses deducted that exceed 5 percent of annual income for 12
	months. Twelve months after the 5 percent phase-in began, families will have
	eligible expenses deducted that exceed 7.5 percent of annual income for the
	immediately following 12 months. After the family has completed the 24 months
	phase-in at the lower thresholds, as described above, the family will remain at the
	10 percent threshold, unless the family qualifies for relief under the general
	hardship relief provision.
	When an eligible family’s phased-in relief begins at an interim reexamination, the
	PHA/MFH Owner will need to process another transaction one year later to move
	the family along to the next phase. The transaction can be either an interim
	reexamination if triggered, or a non-interim reexamination transaction.
	General Relief
	This section describes when a family is eligible for general relief related to the
	health and medical care expense and reasonable attendant care and auxiliary
	apparatus expense deduction.
	To receive general relief, a family must demonstrate that the family’s
	unreimbursed health and medical care expenses or unreimbursed reasonable
	attendant care and auxiliary apparatus expenses increased, or the family’s
	financial hardship is a result of a change in circumstances that would not
	otherwise trigger an interim reexamination.
	Relief is available regardless of whether the family previously received an
	unreimbursed health and medical care expense deduction, unreimbursed
	reasonable attendant care and auxiliary apparatus expense deduction, are currently
	receiving phased-in hardship relief, or were previously eligible for either this
	general relief or the phased-in relief.
	If a PHA/MFH Owner determines that a family is eligible for general relief, the
	family will receive a deduction for the sum of the eligible expenses that exceed 5
	percent of annual income. The family’s hardship relief ends when the circumstances that made the family eligible for the relief are no longer applicable or after 90 days, whichever comes earlier. However, PHAs/MFH Owners may, pursuant to their own dis...
	Child-Care Expenses Deduction and Hardship Exemption to Continue Child-Care
	Expenses Deduction
	See also Attachment I (paragraph I.4) (Non-Interim Reexamination Transactions).
	Summary: Under 24 CFR § 5.611(d), any reasonable child-care expenses necessary to
	enable a member of the family to be employed or to further their education are deducted from income. Reasonable child-care expenses are defined in 24 CFR § 5.603(a) and are expenses for the care of children (including foster children if the unreimburs...
	1. The care is necessary to enable a family member to be employed or to further his or
	her education (e.g., work, look for work, or further their education (academic or
	vocational); and
	2. The expense is not reimbursed by an agency or individual outside the household.
	The amount deducted must not exceed the amount of employment income that is
	included in annual income.
	A family whose eligibility for the child-care expense deduction is ending may receive a hardship exemption to continue receiving a child-care expense deduction in certain
	circumstances when the family no longer has a member that is working, looking for
	work, or seeking to further their education, and the deduction is necessary because the
	family is unable to pay their rent.
	Hardship Policy Requirements
	Policy for Determination of the Family’s Inability to Pay Rent
	Summary: PHAs/MFH Owners must establish policies on how they define what
	constitutes a hardship (i.e., when a family is unable to pay rent, triggering
	eligibility for a hardship exemption).
	PHA/MFH Owner Discretion: PHAs/MFH Owners have discretion to establish
	policies for the purpose of determining eligibility for general hardship relief for
	the health and medical care expense deduction and for the child-care expense
	hardship exemption. PHAs/MFH Owners must describe these policies in their
	ACOPs, Administrative Plans, or Tenant Selection Plans, as applicable.
	Some factors to consider when determining if the family is unable to pay rent may
	include determining that the rent, utility payment, and applicable expenses (childcare expenses or health and medical expenses) is more than 45 percent (for
	example) of the family’s adjusted income, or verifying whether the family has
	experienced unanticipated expenses, such as large medical bills, that have affected
	their ability to pay their rent. PHA/MFH Owners may use different percentage
	thresholds or methods for determining a family’s inability to pay rent; the
	examples provided in this paragraph are for consideration purposes.
	Family Notification of Hardship Exemption
	Summary: PHAs/MFH Owners must promptly notify families in writing of the
	change in the determination of adjusted income and the family’s rent resulting
	from the application of the hardship exemption. The written notice must also
	inform the family of the dates that the hardship exemption will begin and expire
	and the requirement for the family to report to the PHA/MFH Owner if the
	circumstances that made the family eligible for relief are no longer applicable.
	The notice must also state that the family’s adjusted income and tenant rent will
	be recalculated upon expiration of the hardship exemption. PHAs/MFH Owners
	must provide families 30 days’ notice of any increase in rent.
	PHAs/MFH Owners are encouraged to communicate the availability of hardship
	exemptions and how to request a hardship to all applicants and families prior to
	beginning to comply with HOTMA.
	Family Notification of Hardship Exemption Denial
	PHAs/MFH Owners must promptly notify families in writing if they are denied
	either an initial hardship exemption or an additional 90-day extension of the
	exemption. The notification must specifically state the reason for the denial.
	Family Notification of Hardship Exemption Termination
	PHAs/MFH Owners must notify the family if the hardship exemption is no longer
	necessary and will be terminated because the circumstances that made the family
	eligible for the exemption are no longer applicable. The notice must state the
	termination date and provide 30 days’ notice of rent increase, if applicable
	TOPIC: APPLICABLE FAIR HOUSING AND CIVIL RIGHTS
	REQUIREMENTS
	Summary: While HOTMA did not revise existing Fair Housing or Civil Rights requirements, PHAs/MFH Owners are reminded to follow all applicable nondiscrimination and equal opportunity requirements at 24 CFR § 5.105(a) and 24 CFR § 982.53, including but ...
	 the Fair Housing Act;
	 Section 504 of the Rehabilitation Act of 1973;
	 Title VI of the Civil Rights Act of 1964;
	 the Age Discrimination Act;
	 HUD’s Equal Access Rule; and
	 Title II of the Americans with Disabilities Act of 1990.
	These requirements prohibit discrimination on the basis of race, color, religion, sex (including gender identity and sexual orientation), familial status, national origin, disability, age, and marital status. PHAs/MFH Owners must also comply with Titl...
	reasonable accommodations may also include a structural change to a unit, or to a public or common use area. In addition, the PHAs/MFH Owners must provide effective communication to persons with disabilities, including those with vision, hearing, and ...
	§ 8.6.
	PHAs/MFH Owners must also take reasonable steps to ensure meaningful access for persons with limited English proficiency (LEP).
	In addition, PHAs/MFH Owners must comply with the Violence Against Women Act (VAWA), HUD’s implementing VAWA regulation at 24 CFR part 5 – subpart L, and applicable program regulations.
	TOPIC: HOUSEHOLD COMPOSITION
	Definition of Family has changed under HOTMA final rule.
	Summary: The final rule revises the definition of family to also include a single person who: Is an otherwise eligible youth who has attained at least 18 years of age and not more than 24 years of age;  Has left foster care, or will leave foster care ...
	New Definitions of Foster Adult and Foster Child
	Summary: The final rule establishes definitions for “foster adult” and “foster child.” A foster adult is defined as a member of the household who is 18 years or older and meets the definition of a foster adult under state law. A foster child is define...
	calculations of income for eligibility and rent determination purposes. However, foster adults/children are considered household members and must be included when
	determining unit size or subsidy standards based on established policies
	The definition of “dependent” under § 5.603 was revised to explicitly exclude foster
	children and foster adults. PHAs/MFH Owners may not provide a dependent deduction under § 5.611(a) for a foster child or foster adult.
	Alignment of Family Member Definition Across Programs
	Summary: Since approximately 2008, MFH programs have treated foster children and
	foster adults as family members. Effective with the final rule, foster children and foster adults will be treated as household members in MFH programs. This policy alignment is not a direct result of HOTMA but serves rather to conform MFH programs wit...
	TOPIC: INCOME
	Annual Income
	Summary: Annual income includes all amounts received from all sources by each
	member of the family who is 18 years of age or older, the head of household, or    spouse of the head of household, in addition to unearned income received by or on behalf of each dependent who is under 18 years of age. Annual income does not include ...
	Earned Income
	Summary: Earned Income is defined as income or earnings from wages, tips, salaries,
	other employee compensation, and net income from self-employment. Earned income
	does not include any pension or annuity, transfer payments (meaning payments made or income received in which no goods or services are being paid for, such as welfare
	assistance, Social Security, and other governmental subsidies/benefits), or any cash or in-kind benefits. All amounts received by the head of household, co-head, or spouse,
	including the income of a day laborer, independent contractor, and seasonal worker are included in annual income regardless of age, unless otherwise excluded in paragraph (b) of 24 CFR § 5.609
	Definition of Day Laborer
	Summary: A day laborer is defined as an individual hired and paid one day at a
	time without an agreement that the individual will be hired or work again in the
	future.
	Definition of Independent Contractor
	Summary: An independent contractor is an individual who qualifies as an
	independent contractor instead of an employee in accordance with the Internal
	Revenue Code federal income tax requirements and whose earnings are
	consequently subject to the self-employment tax.
	Definition of Seasonal Worker
	Summary: A seasonal worker is defined as an individual who is: 1) hired into a
	short-term position (e.g., for which the customary employment period for the
	position is 6 months or fewer); and 2) the employment begins about the same time
	each year (such as summer or winter). Typically, the individual is hired to address
	seasonal demands that arise for the employer or industry.
	Definition of Unearned Income
	Summary: Unearned income means any annual income, as calculated under 24 CFR
	§ 5.609, that is not earned income.
	Assets
	Asset requirements in 24 CFR §§ 5.603 and 5.609 apply to HCV (including Project Based Vouchers and all special purpose vouchers), Public Housing, Section 8 Moderate Rehabilitation, Section 8 Moderate Rehabilitation SRO, and MFH programs.
	Determining Net Family Assets
	Summary: Net family assets are defined as the net cash value of all assets owned
	by the family, after deducting reasonable costs that would be incurred in
	disposing of real property, savings, stocks, bonds, and other forms of investment,
	except as excluded.
	Exclusions from Net Family Assets
	The ACOP and HCV Admin Plan will be updated to reflect the exclusions under HOTMA.
	Required exclusions from net family assets include the following:
	The value of necessary items of personal property.
	The value of all non-necessary items of personal property with a total combined value of $50,000 or less, annually adjusted for inflation.
	The value of any account under a retirement plan recognized as such by the
	Internal Revenue Service, including Individual Retirement Accounts (IRAs),
	employer retirement plans (e.g., 401(k), 403(b)), and retirement plans for self employed individuals.
	The value of real property that the family does not have the effective legal
	authority to sell in the jurisdiction in which the property is located.
	Any amounts recovered in any civil action or settlement based on a claim of
	malpractice, negligence, or other breach of duty owed to a family member
	arising out of law that resulted in a member of the family being a person with
	disabilities.
	The value of any Coverdell education savings account under section 530 of
	the Internal Revenue Code of 1986; the value of any qualified tuition program
	under section 529 of such Code; and the amounts in, contributions to, and
	distributions from any Achieving a Better Life Experience (ABLE) account
	authorized under section 529A of such code.
	The value of any “baby bond” account created, authorized, or funded by the
	federal, state, or local government (money held in trust by the government for
	children until they are adults).
	Interests in Indian trust land.
	Equity in a manufactured home where the family receives assistance under 24
	CFR Part 982.
	Equity in property under the Homeownership Option for which a family
	receives assistance under 24 CFR Part 982.
	Family Self-Sufficiency accounts.
	Federal tax refunds or refundable tax credits for a period of 12 months after
	receipt by the family.
	The full amount of assets held in an irrevocable trust.
	The full amount of assets held in a revocable trust where a member of the
	family is the beneficiary, but the grantor/owner and trustee of the trust is not a
	member of the participant family or household.
	Passbook Rate
	Summary: HUD will annually publish a passbook rate based on the Federal Deposit
	Insurance Corporation (FDIC) National Deposit Rate for savings accounts. PHAs/MFH Owners must use the HUD-published passbook rate when calculating imputed asset income for net family assets that exceed $50,000.
	Self-Certification of Net Family Assets Equal to or Less Than $50,000 (as adjusted for inflation)
	Summary: PHAs/MFH Owners may determine net family assets based on a self-certification by the family that the family’s total assets are equal to or less than $50,000,adjusted annually for inflation, without taking additional steps to verify the accura...
	TOPIC: INCOME EXCLUSIONS
	The section below provides descriptions and clarifying information for new and updated income exclusions referenced in 24 CFR § 5.609(b).
	Please note that this section addresses only those that are newly added or updated by
	the HOTMA final rule.
	Nonrecurring Income Definition
	Regulation: 24 CFR §§ 5.609(b)(24) and CFR 891.105
	Summary: The nonrecurring income exclusion replaces the former exclusion for
	temporary, nonrecurring, and sporadic income (including gifts), but it provides a
	narrower definition of excluded income in contrast to the former broad exclusion of
	temporary, nonrecurring, or sporadic income.
	Income that will not be repeated beyond the coming year (i.e., the 12 months following the effective date of the certification), based on information provided by the family, is considered nonrecurring income and is excluded from annual income
	Nonrecurring Income: Temporary U.S. Census Bureau Employment
	Summary: Payments from the U.S. Census Bureau for employment relating to
	the decennial census or the American Community Survey lasting no longer than
	180 days and not culminating in permanent employment are excluded from
	annual income. However, it should be noted that any permanent employment with
	the U.S. Census Bureau should be considered in the annual income calculation.
	Nonrecurring Income: Economic Stimulus or Recovery Payments
	Summary: Direct federal or state payments intended for economic stimulus or
	recovery are excluded from annual income.
	Nonrecurring Income: State Tax Refunds
	Summary: Amounts directly received by the family as a result of state refundable
	tax credits or state tax refunds at the time they are received are excluded from
	annual income.
	Nonrecurring Income: Federal Tax Refunds
	Summary: Amounts directly received by the family as a result of federal
	refundable tax credits and federal tax refunds at the time they are received are
	excluded from annual income.
	Nonrecurring Income: Gifts
	Summary: Gifts for holidays, birthdays, or other significant life events or
	milestones (e.g., weddings, baby showers, anniversaries) are excluded from
	annual income.
	Nonrecurring Income: In-Kind Donations
	Summary: Non-monetary in-kind donations, such as food or toiletries, received
	from a food bank or similar organization are excluded from annual income. When
	calculating annual income, PHAs/MFH Owners are prohibited from assigning
	monetary value to non-monetary in-kind donations received by the family from a
	food bank or similar organization.
	Non-recurring, non-monetary in-kind donations from friends and family may be
	excluded as non-recurring income. See (24 CFR § 5.609(b)(24)).
	Lump-Sum Additions to Net Family Assets
	Summary: Lump-sum additions to net family assets, including but not limited to lottery or other contest winnings, are excluded from annual income. These amounts may count toward net family assets in accordance with 24 CFR § 5.603.
	Income Earned on Amounts Placed in a Family’s Family Self Sufficiency (FSS)
	Account
	Summary: Income earned on amounts placed in a family’s FSS account is excluded
	from the family’s calculation of annual income.
	Income of Live-in Aides, Foster Children, and Foster Adults
	Summary: Income of a live-in aide, foster child, or foster adult as defined in 24 CFR
	§§ 5.403 and 5.603 is excluded from the family’s calculation of annual income.
	Payments Received for the Care of Foster Children or Foster Adults or State or
	Tribal Kinship or Guardianship Care Payments
	Summary: Payments received for the care of foster children or foster adults, or state or Tribal kinship or guardianship care payments, are excluded from annual income.
	This income exclusion also applies to Kinship Guardian Assistance Payments (KinGAP), kinship care payments, and other state-based kinship or guardianship payments that are alternatives to traditional foster care programs.
	Insurance Payments or Settlements
	Summary: Insurance payments and settlements for personal or property losses, including but not limited to payments under health insurance, motor vehicle insurance, and workers’ compensation, are excluded from annual income. Any workers’ compensation i...
	Civil Action Recoveries or Settlements
	Summary: Any amounts recovered in any civil action or settlement based on a claim of malpractice, negligence, or other breach of duty owed to a family member arising out of law that resulted in a member of the family becoming a person with disabilitie...
	Earned Income of Dependent Full-Time students
	Summary: Earned income of dependent full-time students in excess of the amount of the deduction for a dependent in § 5.611 is excluded from annual income. Full-time students must be dependent family members for this exclusion to apply. This exclusion ...
	The dependent deduction will be adjusted annually in accordance with the (CPI–W). (inflation adjustment)
	Full-time dependent students are eligible to receive both the $480 (as
	adjusted for inflation) dependent deduction and the exclusion described in this paragraph.
	Adoption Assistance Payments
	Summary: Adoption assistance payments in excess of $480 per adopted child are
	excluded from the family’s calculation of annual income. This amount will be adjusted annually in accordance with the CPI–W. All dependents, including adopted family members, are eligible to receive the $480 (as adjusted for inflation) dependent deduc...
	Veterans Regular Aid and Attendance
	Summary: Payments to veterans in need of regular aid and attendance are excluded from annual income under 38 U.S.C. 1521. This income exclusion applies only to veterans in need of regular aid and attendance and not to other beneficiaries of the paymen...
	Certain veterans are eligible for “aid and attendance” payments from the Veterans Affairs (VA) Administration. These payments are distinct from payments made to veterans under other VA programs, including the Veterans Pension program. PHAs/MFH Owners ...
	Home-Based Care Payments for a Family Member(s) with a Disability(ies)
	Summary: Payments made by or authorized by a state Medicaid agency (including
	through a managed-care entity) or other state or federal agency to a family to enable a
	family member who has a disability to reside in the family’s assisted unit are excluded from the calculation of the family’s annual income.
	The exclusion does not apply to income earned by the family for other caregiving
	services provided to individuals outside of the assisted household.
	Loan Proceeds
	Summary: Loan proceeds (the net amount disbursed by a lender to a borrower under the terms of a loan agreement) received by the family or a third party (e.g., proceeds received by the family to finance the purchase of a car) are excluded from annual i...
	Loan proceeds may include, but are not limited to, personal loans (with a loan agreement) and student loans, regardless of whether the proceeds are received in the form of a refund to the student.
	Certain Payments Received by Tribal Members
	Summary: Payments received by Tribal members as a result of claims relating to the
	mismanagement of assets held in trust by the United States, to the extent such payments are also excluded from gross income under the Internal Revenue Code (IRC) or other federal law, are excluded from annual income.
	Generally, payments received by tribal members in excess of the first $2,000 of per capita shares are included in a family’s annual income for purposes of determining
	eligibility. However, as explained below, payments made under the Cobell Settlement, and certain per-capita payments under the recent Tribal Trust Settlements, must be excluded from annual income in HUD programs that adopt the definitions of annual in...
	Exclusions from Other Federal Statutes
	Summary: This exclusion applies to all amounts that HUD is required by federal statute to exclude from annual income. HUD will publish a notice in the Federal Register to identify the benefits that qualify for this exclusion. Updates will be published...
	Replacement Housing Gap Payments
	Summary: Replacement housing “gap” payments made in accordance with the Uniform Relocation Assistance and Real Property Acquisition Policies Act of 1970 (“URA”), as implemented by 49 CFR Part 24, are excluded from annual income. “Gap” payments offset ...
	Student Financial Assistance
	Summary: The treatment of student financial assistance depends on the HUD program, student/household characteristics, and the type of financial assistance received by the student. The student financial assistance rules apply to both full-time and part...
	Achieving a Better Life Experience (ABLE) Accounts
	Summary: ABLE accounts are excluded from the definition of net family assets, and
	therefore income generated from such accounts is not considered when calculating
	income from assets. Distributions from these accounts are also excluded from income.
	Income and Distributions from Coverdell Education Savings Accounts, 529
	Accounts and “Baby Bond” Accounts
	Summary: Income and distributions from any Coverdell education savings account
	under section 530 of the Internal Revenue Code of 1986 or any qualified tuition program under section 529 of such Code; and income earned by government contributions to, and distributions from, “baby bond” accounts created, authorized, or funded by Fe...
	Gross Income from Self-Employment or Operation of a Business
	Summary: The gross income received by a family through self-employment, or the
	operation of a business is excluded from income. Gross income is all income amounts
	received into the business, prior to the deduction of business expenses. To determine the amount of business or self-employment income included in a family’s annual income, the net income of the business must first be determined.
	Net income is the “gross income amount minus business expenses” that allows the
	business to operate.
	The net income from self-employment or the operation of a business is considered
	income.
	Elimination of the Earned Income Disregard (EID)
	Summary: The Earned Income Disregard (EID) will not apply to any family who is not eligible for and already participating in the disallowance as of December 31, 2023. The EID allowed eligible families to have a portion of their earned income excluded ...
	Although HOTMA eliminates the EID from HUD regulations, families who were
	receiving the EID benefit as of December 31, 2023, may continue to receive the full
	benefit until the remaining timeframe for an individual family’s EID expires. Because the EID lasts up to 24 consecutive months, no family will still be receiving the EID benefit after December 31, 2025.
	Civil Rights Settlements or Judgments
	Summary: Civil rights settlements or judgments, including settlements or judgments for back pay, are excluded from the calculation of annual income.
	TOPIC: INFLATIONARY ADJUSTMENTS
	Summary: HUD will annually publish the eight inflation-adjusted items in the table below no later than September 1, and the updated values will be shared online at the HUD User website. The publication will apply to both MFH and PIH programs. The revi...
	It will be particularly important for PHAs/MFH Owners who begin reexaminations 90 to 120 days in advance of the effective date of the reexamination to update their documents in a timely manner, because several of these figures must be known from the o...
	TOPIC: INTERIM REEXAMINATIONS
	Summary: A family may request an interim determination of family income or composition because of any changes since the last determination. The PHA/MFH Owner must conduct any interim reexamination within a reasonable period of time after the family re...
	aware of changes in income.
	Decreases in Adjusted Income
	Regulations: 24 CFR §§ 5.657(c)(2); 882.515(b)(2); 891.105; 891.410(g)(2);
	891.610(g)(2); 960.257(b)(2); and 982.516(c)(2)
	Summary: A family may request an interim determination of family income for any
	change since the last determination. However, the PHA/MFH Owner may decline to
	conduct an interim reexamination of family income if the PHA/MFH Owner estimates that the family’s adjusted income will decrease by an amount that is less than 10 percent of the family’s annual adjusted income. PHAs/MFH Owners have the discretion to s...
	PHAs/MFH Owners must conduct an interim reexamination of family income when the PHA/MFH Owner becomes aware that a family’s annual adjusted income has changed by an amount that the PHA/MFH Owner estimates will result in a decrease of 10 percent or mor...
	HUD is using its discretion, as authorized by HOTMA, to establish a lower
	threshold through notice to process interim reexaminations under certain
	circumstances. Specifically, HUD is requiring PHAs/MFH Owners to apply a 0-percent threshold and to process an interim reexamination when there is a decrease in family size attributed to the death or permanent move-out from the assisted unit of a fami...
	Interim Reexaminations to Determine Public Housing Over-Income Status
	Summary: Regardless of changes in adjusted annual income, in some circumstances
	PHAs are required to conduct interim reexaminations of Public Housing families to
	determine whether they continue to exceed the income limit. When a PHA makes an
	initial determination that a Public Housing family is over-income during an interim
	reexamination, the PHA must conduct a second interim reexamination 12 months after the over-income determination, and then again 12 months after the second over-income determination, unless the family’s income falls below the over-income limit during ...
	Increases in Adjusted Income
	Summary: PHAs/MFH Owners must conduct an interim reexamination of family
	income when the PHA/MFH Owner becomes aware that the family’s adjusted income
	has changed by an amount that the PHA/MFH Owner estimates will result in an increase of 10 percent or more in annual adjusted income or another amount established through a HUD notice, with the following exceptions:
	PHAs/MFH Owners may not consider any increases in earned income when
	estimating or calculating whether the family’s adjusted income has increased, unless
	the family has previously received an interim reduction during the same
	reexamination cycle; and PHAs/MFH Owners may choose not to conduct an interim reexamination during the last three months of a certification period if a family reports an increase in income within three months of the next annual reexamination effective...
	Interim Reexaminations to Determine Public Housing Over-Income Status
	Summary: Regardless of changes in adjusted annual income, in some circumstances
	PHAs are required to conduct interim reexaminations of Public Housing families to
	determine whether they continue to exceed the income limit. When a PHA makes an
	initial determination that a Public Housing family is over-income during an interim
	reexamination, the PHA must conduct a second interim reexamination 12 months after the over-income determination, and then again 12 months after the second over-income determination, unless the family’s income falls below the over-income limit during ...
	Non-Interim Reexamination Transactions
	Summary: Families may experience changes within the household that do not trigger an interim reexamination under HOTMA but still need to be reported in a non-interim
	reexamination submission to HUD. In these cases, PHAs/MFH Owners will submit a
	separate, new action code on form HUD–50058/HUD–50059. Further instructions on the use of this action code will be provided along with supplemental guidance on other revisions to forms HUD–50058/HUD–50059. The code will be used for the following trans...
	1. Adding or removing a hardship exemption for the child-care expense deduction;
	2. Updating or removing the phased-in hardship relief for the health and medical care
	expense deduction and/or reasonable attendant care and auxiliary apparatus expense
	deduction (the phased-in relief will begin at an eligible family’s first annual or
	interim reexamination, whichever is sooner, after January 1, 2024);
	3.Adding or removing general hardship relief for the health and medical care expense
	deduction and/or reasonable attendant care and auxiliary apparatus expense deduction; Adding or removing a minimum rent hardship;
	4.Adding or removing a non-family member (i.e., live-in aide, foster child, foster
	adult);
	5. Ending a family’s EID or excluding 50 percent (decreased from 100%) of a family
	member’s increase in employment income at the start of the second 12-month EID
	period.
	6. Adding a family member and the increase in adjusted income does not trigger an
	interim reexamination under the final rule;
	7. Removing a family member and the increase in adjusted income does not trigger an
	interim reexamination under the final rule;
	8. Adding/updating a family or household member’s Social Security number; and
	9. Updating a family member’s citizenship status from eligible to ineligible or vice
	versa, resulting in a change to the family’s rent and/or utility reimbursement, if
	applicable (i.e., family begins receiving prorated assistance or previously prorated
	assistance becomes full assistance), or updating the prorated rent calculation due to
	the addition or removal of family members in household with an ineligible
	noncitizen(s).
	HCV Program Only:
	1.Processing contract rent changes that do not correspond with an interim or annual
	reexamination (including PBV rent increases);
	2. Implementing an update to the payment standard that does not correspond with an
	interim or annual reexamination.
	Policies for Families to Report Changes to Annual Adjusted Income or Household Composition
	Summary: PHAs/MFH Owners must require families to report household composition changes; however, PHAs/MFH Owners determine the timeframe in which reporting happens. PHAs/MFH Owners must develop policies that describe when and under what conditions fam...
	Processing Time Period for Interim Reexaminations
	Summary: The updated regulations codified long-standing guidance on how long
	PHAs/MFH Owners should take to process an interim reexamination.
	Families may request an interim determination of income or household composition
	because of any changes since the last determination. While the PHA/MFH Owner may decline to conduct an interim reexamination of family income if they estimate the family’s annual adjusted income will change by less than 10 percent, when the
	PHA/MFH Owner conducts an interim reexamination, it must be conducted within a
	reasonable period after the family’s request or after the PHA/MFH Owner becomes
	aware of an increase in the family’s adjusted income. What qualifies as a “reasonable
	time” may vary based on the amount of time it takes to verify information, but the
	PHA/MFH Owner generally should conduct the interim reexamination not longer than 30 days after the PHA/MFH Owner becomes aware of changes in income.
	Effective Date of Interim Rent Changes
	Summary: The updated regulation codified long-standing guidance on when interim
	reexaminations are made effective.
	Changes Reported Timely: If the family has reported a change in family income or
	composition in a timely manner according to the PHA/MFH Owner’s policies, then
	the PHA/MFH Owner must provide the family with a 30-day advance notice of any
	rent increases, and such rent increases will be effective the first day of the month
	beginning after the end of that 30-day period.
	If the tenant has complied with the interim reporting requirement and the tenant’s rent
	is anticipated to decrease, rent decreases will be effective on the first day of the
	month after the date of the actual change leading to the interim reexamination of
	family income. This means the decrease will be applied retroactively.
	Changes Not Reported Timely: If the family has failed to report a change in family
	income or composition in a timely manner according to the PHA/MFH Owner’s
	policies, PHAs/MFH Owners must implement any resulting rent increases
	retroactively to the first day of the month following the date of the change leading to
	the interim reexamination of family income.
	Any resulting rent decrease must be implemented no later than the first rent period
	following completion of the reexamination.
	Impact of Interim Reexamination Requirements on Family Self-Sufficiency (FSS) Programs
	Summary: PHAs/MFH Owners who operate FSS programs should note two effects that the new interim reexamination regulations will have on families participating in their FSS programs.
	First, HOTMA requires that interim reexaminations must be conducted: (1) when a
	family’s income decreases by at least 10 percent of their annual adjusted income, or such lower threshold established by a PHA/MFH Owner or by HUD through notice; or (2) when a family’s income increases by at least 10 percent of their annual adjusted ...
	PHAs/MFH Owners may not consider any increases in earned income when estimating or calculating whether the family’s adjusted income has increased unless the family has previously received an interim reduction during the same reexamination cycle. Famil...
	Second, the “Streamlining and Implementation of Economic Growth, Regulatory Relief, and Consumer Protection Act Changes to Family Self-Sufficiency Program” final rule states that the FSS contract of participation (COP) will generally expire 5 years fr...
	Although families participating in FSS may experience fewer escrow increases under the HOTMA final rule, the revised interim reexamination regulations may provide these families the opportunity to use their increased earnings to realize other short- o...
	TOPIC: VERIFICATION
	The final rule updated verification of income requirements in 24 CFR §§ 5.230; 5.232; 5.233;5.609; and 5.659.
	Authorization for the Release of Information (Forms HUD–9886/HUD–9887)
	Summary: In accordance with the final rule, all applicants must sign the consent form at admission, and participants must sign the consent form no later than their next interim or regularly scheduled income reexamination. After an applicant or partici...
	1. When any person 18 years or older becomes a member of the family;
	2. When a member of the family turns 18 years of age; and
	3. As required by HUD or the PHA in administrative instructions.
	These consent forms contain provisions authorizing HUD and the PHA/MFH Owner to obtain necessary information for verification of an application or to maintain a family’s assistance, including income information and tax return information. The executed...
	HUD will publish a new form HUD–9886–A and is updating forms HUD–9887 and
	HUD–9887–A (Fact Sheet) to conform with the final rule.
	Revocation of Consent
	Summary: The executed consent forms will remain effective until the family is denied
	assistance, the assistance is terminated, or if the family provides written notification to the PHA/MFH Owner to revoke consent .
	PHAs/MFH Owners must notify their local HUD office of a family’s revocation of
	consent.
	Mandated and Discretionary use of HUD’s Enterprise Income Verification (EIV) System
	Summary: The regulation clarifies that PHAs/MFH Owners must use EIV to verify
	tenant employment and income information at annual and streamlined reexaminations of family composition and income. However, PHAs/MFH Owners are no longer required to use EIV to verify tenant employment and income information during an interim reexami...
	PHAs/MFH Owners are still required to use EIV in its entirety, including using all of the required reports, such as the Existing Tenant Search and Income Reports, to verify tenant employment and income information at all other times.
	HUD intends to update the discrepancy logic for the MFH and Public Housing
	Income Discrepancy Reports and the Income Verification Tools (IVTs) to conform to the requirements of the final rule. PHAs/MFH Owners are not required to investigate
	discrepancies resulting from the MFH and Public Housing Income Discrepancy Reports and the IVT Tools until HUD updates the discrepancy logic. HUD will notify
	PHAs/MFH Owners when the new reports are ready for use.
	Determination of Income Using Other Means Tested Public Assistance (i.e., “Safe Harbor”)
	Summary: PHAs/MFH Owners may determine a family’s annual income, including
	income from assets, prior to the application of any deductions based on income
	determinations made within the previous 12-month period, using income determinations from the following types of means-tested federal public assistance programs:
	1.The Temporary Assistance for Needy Families block grant (42 U.S.C. 601, et seq.).
	2. Medicaid (42 U.S.C. 1396 et seq.).
	3. The Supplemental Nutrition Assistance Program (42 U.S.C. 2011 et seq.).
	4. The Earned Income Tax Credit (26 U.S.C. 32).
	5. The Low Income Housing Tax Credit (26 U.S.C. 42).
	6. The Special Supplemental Nutrition Program for Woman, Infants, and Children (42U.S.C. 1786).
	7. Supplemental Security Income (42 U.S.C. 1381 et seq.).
	8. Other programs administered by the Secretary.
	9. Other means-tested forms of federal public assistance for which HUD has established a memorandum of understanding.
	10. Other federal benefit determinations made by other means-tested federal programs that the Secretary determines to have comparable reliability and announces through a Federal Register notice.
	If a PHA/MFH Owner elects to use the annual income determination from one of the
	above-listed forms of means-tested federal public assistance, then they must obtain the income information by means of a third-party verification.
	The Safe Harbor documentation will be considered acceptable if any of the following
	dates fall into the 12-month period prior to the receipt of the documentation by the
	PHA/MFH Owner:
	Income determination effective date;
	Program administrator’s signature date;
	Family’s signature date;
	Report effective date; or
	Other report-specific dates that verify the income determination date.
	Verification Hierarchy
	Summary: PHAs/MFH Owners are responsible for obtaining third-party verification of reported family annual income, the value of assets, expenses related to deductions from annual income, and other factors that affect the determination of adjusted incom...
	Verification of Social Security Number (SSN)
	Summary: It has become increasingly difficult for applicants to meet HUD’s SSN
	disclosure requirements, particularly for those individuals experiencing homelessness. To help protect individuals’ privacy, many federal, state, and local agencies no longer print an individual’s SSN on official documentation. Individuals may be requ...
	Zero Income Procedures
	PHAs/MFH Owners may accept a self-certification of zero income from the family at
	admission and at reexamination without taking any additional steps to verify zero
	reported income. HUD does not require that such self-certification be notarized.
	PHAs/MFH Owners are reminded that they must verify families’ income in EIV within 120 days after admission, except where the PHA/MFH Owner used Safe Harbor documentation to verify a family’s income.

