U.S. Department of Housing and Urban Development

H O U S I N G

Special Attention of:                    Notice H 95-80 (HUD)

Secretary's Representatives;

State/Area Coordinators; Directors,

Office of Housing; Directors,            Issued: September 18, 1995

Multifamily Housing Division;            Expires: September 30, 1996

Chiefs, Assisted Housing Management

Branch; Chiefs, Asset Management         Cross References: 4350.3

Branch; Owners, Managers and Management

 Agents of assisted housing projects covered by Handbook 4350.3

Subject:  Revised Definition of Income - Addition of Nine

          Exclusions to Annual Income

     The Department of Housing and Urban Development issued an

interim rule on April 5, 1995 which provides several new exclusions

from annual income.  Although the rule covers the programs

administered by both the Office of Housing and the Office of Public

and Indian Housing, this notice covers only those programs

administered by the Office of Housing.  The Office of Public and

Indian Housing will issue a separate notice for its programs.

1.   Purpose.  This Notice adds nine new exclusions from Annual

     Income.

2.   Implementation.  The exclusions listed in this Notice were

     effective on May 5, 1995.

     a.   As soon as possible after receipt of this Notice, owners

          must use the new/revised exclusions in this notice when

          performing initial certifications and annual

          recertifications.

     b.   At the tenant's first annual recertification after

          receipt of this notice, owners must determine whether the

          tenant benefitted from any of the new/revised exclusions

          between May 5, 1995 and the date of recertification.  In

          cases where the tenant's income is reduced by these

          exclusions, owners must make adjustments retroactive to

          May 5, 1995.

          NOTE:     Owners are encouraged to implement this Notice

          earlier, whenever possible.

     c.   If the owner receives information from a tenant that he

          or she is affected by this rule, perform an interim

          recertification using the applicable exclusions in this

          notice.  See paragraph 5-11 of Handbook 4350.3.
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          NOTE:     Owners are not required to post a general

          notice to tenants that the regulation provides additional

          exclusions to income.  However, owners may voluntarily

          post such notices.

3.   Covered Programs:

     O    Rental Assistance Program (RAP)

     O    Rent Supplement

     O    Section 8 Housing Assistance Payments Programs (including

          New Construction, Substantial Rehabilitation, Loan

          Management Set-aside, Property Disposition Set-aside,

          State Agency Set-aside, and Farmers Home Section 515/8)

          NOTE: For the Moderate Rehabilitation and Existing

          Section 8 programs, see the notice issued by the Office

          of Public and Indian Housing.

     O    Section 202/8, Sections 202 and 811 PRAC, Section 202/162

          PAC

     O    Section 221(d) (3) Below Market Interest Rate

     O    Section 236 and

     O    HOPE 2 Homeownership of Multifamily Units.  (This program

          is covered by the HOPE II Notice of Program Guidelines.)

4.   Exclusions Covered by this Notice.  The Department developed

     the exclusions listed below under its authority to define

     Annual Income.  The exclusion in paragraph i is mandated by

     statute for the Section 8 programs only.  To provide

     uniformity between programs, the Department broadened that

     exclusion to cover all of the programs covered by Handbook

     4350.3.

     a.   Resident Service Stipends.  NEW EXCLUSION.  A resident

          service stipend is a modest amount (not to exceed $200

          per month) received by a resident for performing a

          service for the owner, on a part-time basis, that

          enhances the quality of life in the development.  Such

          services may include, but are not limited to, fire

          patrol, hall monitoring, lawn maintenance, and resident

          initiatives coordination.  No resident may receive more

          than one such stipend during the same period of time.

     b.   Adoption assistance payments in excess of $480 per

                    adopted child.  NEW EXCLUSION.
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     c.   The full amount of student financial assistance either

          paid directly to the student or to the educational

          institution.  REVISED EXCLUSION.  This exclusion covers

          scholarships, grants, fellowships and any other kind of

          student financial assistance.  It does not matter what

          the assistance is actually used for or who provides it.

          NOTE:     Notice H 93-92, which covers programs under

          Handbook 4350.3, excluded only student financial

          assistance received under Title IV or the Higher

          Education Act of 1965.  Beginning on May 5, 1995, this

          notice excludes all student financial assistance.

     d.   Earnings in excess of $480 for each full-time student 18

          years old or older (excluding the head of household and

          spouse).  NEW EXCLUSION

     e.   Payments received for the care of foster children or

          foster adults.  NEW EXCLUSION FOR FOSTER ADULTS.  They

          are usually individuals with disabilities, unrelated to

          the tenant family, who are unable to live alone.

     f.   Compensation from State or local employment training

          programs and training of a family member as resident

          management staff. NEW EXCLUSION.  Amounts excluded by

          this provision must be received under employment training

          programs with clearly defined goals and objectives.

          These amounts are excluded only for a limited period as

          determined by the state or local government.  This

          exclusion applies only to compensation received while the

          resident participates in the employment training program.

     g.   Amounts paid by a state agency to a family with a

          developmentally disabled family member living at home to

          offset the cost of services.  NEW EXCLUSION.  This

          exclusion covers both children and adult members.  It

          does not cover foster children or others who are not

          regular members of the household.  Each state providing

          such payments defines the term "developmentally

          disabled".

     h.   Amounts received by the family in the form of refunds or

          rebates under state or local law for property taxes paid

          on the dwelling unit.  The individual may receive these

          refunds through state tax rent credits or through cash

          payments.

          NOTE:     REVISED EXCLUSION.  Formerly, Handbook 4350.3

          provided a similar exclusion but it applied only to the

          elderly.  (See paragraph 9, Exhibit 3-1 dated 6/90.) It

          excluded annual rent credits or rebates paid to senior
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          citizens by government agencies.  The rule expands upon

          the handbook provision to cover all households, but

          specifically limits the exclusion to property taxes paid

          on the dwelling unit.  Therefore, some elderly households

          who qualified for an exclusion under the former handbook

          provision may no longer be eligible for an exclusion

          beginning May 5, 1995.  This would happen if the state

          tax rent credits or rebates covered something other than

          property taxes, such as utilities.

     i.   Deferred periodic payments of supplemental security

          income and social security benefits that are received in

          a lump sum payment REVISED EXCLUSION--IT ADDS MORE

          PROGRAMS.  This exclusion became effective for the

          Section 8 programs on October 28, 1992.  (This date is

          established by law.) For all other programs covered by

          Handbook 4350.3, this exclusion is effective on May 5,

          1995.

5.   Questions.

     Private Owners and Agents Covered by Handbook 4350.3. Direct

     questions to your local HUD Field Office.  If you do not know

     your HUD contact person, ask for the Multifamily Housing

     Division.

6.   Upcoming Changes.  The Office of Multifamily Housing

     Management is preparing changes to Chapter 3 of Handbook

     4350.3 to incorporate this notice as well as to coordinate

     with the Tenant Rental Assistance Certification System

     (TRACS), which provides for electronic transmission of tenant

     data to HUD.  This chapter is currently in Departmental

     clearance.  We expect to publish it in Fiscal Year 1995.

7.   Information.  The Office of Housing intends to publish this

     notice as well as other notices on HUD's Internet gopher.

     HUD's gopher is available through the following address:

     Gopher://gopher.hud.gov:70/11/hud.program.area.menus~/

     This Housing notice is also available to owners and interested

     parties through HUDClips, HUD's client information bulletin

     board.  To participate in HUDClips, call 301-251-5395.  We

     expect that these information systems will provide owners with

     immediate access to implementation instructions.

               Assistant Secretary for Housing

               Federal Housing Commissioner

