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INTRODUCTION TO THE CASE STUDIES TRAINING PROGRAM

Overview

» This training program is another in a series of training and technical
assistance tools that have been provided by the Office of Housing in support
of the Rental Housing Integrity Improvement Project (RHIIP).

» The training is presented in a series of six modules which cover aspects of
eligibility, income and rent calculations that have been identified as
significant problem areas in recent quality control studies.

* The program is based on HUD Handbook 4350.3 REV-1, Occupancy
Requirements for Subsidized Multifamily Housing. These training
materials are intended to supplement, not replace, the handbook. Citations
are provided in the training materials to enable the user to quickly refer to
the handbook for expanded guidance and additional examples.

» The training program uses a case study method to explain key requirements.
Case studies enable participants to see the actual application of the rules for
a particular family. They present issues in the same way that owners and
agents actually face them — with multiple issues relating to a single family.
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Objectives of the Case Study Training Program

» The training program is intended to enhance participant knowledge and
skills related to eligibility, income and rent determinations for multifamily
assisted housing programs. Upon completion of the six modules,
participants should be able to:

- Correctly determine sources of income that are included and excluded
from the determination of annual income

- ldentify assets and income from assets that must be considered in income
determinations

- Explain and apply HUD eligibility requirements related to disclosure of
Social Security Numbers and documentation of citizenship and
immigration status

- Describe the deductions from income required by regulation and
determine when each deduction is appropriate

- Verify and document verification of factors that affect eligibility, income and
rent determinations including obtaining consent from adult family members

- Develop effective and compliant verification forms

- Plan and execute effective interviews with applicants for and tenants in
assisted housing

- Correctly calculate total tenant payment, utility allowances, utility
reimbursements, and assistance payments
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» The six training modules cover the topics shown on the chart below as they

apply to:

- Section 8 project-based assistance
- Section 202 developments with Project Assistance Contracts (PAC), and
- Section 202 and Section 811 developments with Project Rental Assistance

Contracts (PRAC)

Training Topics Included In the Six Modules

Eligibility

* Household Composition

« Citizenship and Eligible Immigration
Status

« Disclosure of Social Security numbers

Verification and Documentation

» Consent and Verification Requirements
and Methods

» Documentation Requirements and
Methods

Annual and Adjusted Income
* Income Inclusions and Exclusions

 Deductions from Income
- Dependent and Child Care
Deductions
- Elderly and Disabled Household
Deductions

- Medical and disability assistance
expenses

Effective Interviewing

* Interviewing uses and strategies

* Required, recommended and prohibited
questions

« Data collection tools and techniques

» Becoming a skilled interviewer

Rent Calculations

» Rent formulas for Section 8, PAC and
PRAC projects

« Utility Allowances and Utility
Reimbursements

 Assistance Payments

Making the Most of the Training
Materials

« Instructions and Resources for Trainers
« Instructions and Resources for
Self-study learners

(See Appendix 1 for a summary of the topics to be covered in each module.)

HUD Office of Multifamily Housing
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» Each module highlights different elements of these topics.

- For example, Module 1 focuses on the dependent and child care
deductions and later modules will address other deductions from income.

- Appendix 1 of the Participant Manual lists the topics to be covered in each
module.

» Special eligibility and rent calculation rules related to the Section 236 and
Section 221(d)(3)BMIR programs and Handbook 4350.3 REV-1 topics other
than those listed above are not covered.

» The same training content also is available in an interactive format on
compact disk (CD).

Trainer Tools and Support

* A Trainer Manual including lesson plans, instructions and presentation
slides is available for individuals that wish to present these materials in
formal or informal training formats.

* Module 6 provides tips and additional guidance for trainers.
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RHIIP HELP DESK CONFERENCE CALL
MODULE 1
November 3, 2004

AGENDA
Time: 1:00 PM to 4:00 PM EST
Chairperson: Cynthia Thomas, HUD

Facilitators: Diane Hooten, HUD
Amy Jones, Nan McKay and Associates

Confirmation Number: 28157929
Dial In Number: 888-757-3036
Pre-conference Participant Responsibilities
» Complete the pre-training self test and review answers
* Review training manual
» Complete Case Studies 1-4
1:00 - 1:15 Introductions
Overview of the Multifamily Housing Case Studies: RHIIP
Training Program
1:15-1:45 Overview of Basic Income and Rent Calculation Policies
* Household Composition
* Annual and Adjusted Income
e TTPand HAP
o Case Study 1 - Introducing the Bonner Family
o Case Study 2 - The Bonners Revisited
1:45-2:00 Questions on Case Studies 1 and 2

2:00-2:30 Verification Basics
» Case Study 3 - Bonner Family Interim Reexamination
2:30-3:30 Advanced Topics
» Case Study 4
3:30-4:00 Questions and Answers
Post Training Participant Responsibilities
o Complete post-training self test
» Complete training evaluation
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NOTES
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INTRODUCTION TO MODULE 1

OVERVIEW

» This module is the first in a series of six training modules developed in
support of the Rental Housing Integrity Improvement Project (RHIIP). The
module includes brief topic discussions based on Handbook 4350.3 REV-1,
Occupancy Requirements for Subsidized Multifamily Housing, and four case
studies that are designed to give the learner practice in applying HUD
policies.

» The introductory case study is simple and designed to provide an overview
of the income and rent calculation process. The remaining case studies
become progressively more complex.

* The module may be used as a self-study tool or in a formal training program.

OBJECTIVES
» At the end of this module participants will be able to:

- Correctly identify and classify typical household members based upon the
definitions contained in Handbook 4350.3 REV-1.

- Describe and apply Handbook 4350.3 REV-1 requirements for the
treatment of the following:

* Types of income: employment income, alimony and child support,
foster care payments

» Types of deductions from income: dependent deduction, child care
expenses

- Correctly calculate total tenant payment (TTP), assistance payments, rent
to owner, and utility reimbursements for Section 8, PAC and PRAC
projects.

HUD Office of Multifamily Housing Page 1-1
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ORGANIZATION OF MODULE 1

» Part I: Household Composition and Definitions provides an overview of
HUD definitions for household members and detailed information about the
household composition topics used in the Module 1 case studies including:
head of household, minors, dependents, foster children.

» Part Il: Annual Income provides an overview of the regulatory definition
of annual income. Module 1 case studies address in detail the following
topics related to annual income.

- Earned income
- Child support
- Foster care payments

» Part I11: Adjusted Income provides an overview of the regulatory definition
of adjusted income. Module 1 case studies address in detail the following
topics related to adjusted income:

- Dependent Deduction
- Child Care Expenses

» Part IV: Total Tenant Payment and Assistance Payment provides an
overview of the Section 8 formula for calculating total tenant payment, the
use of utility allowances, and calculation of the assistance payment. Module
1 case studies include the calculation of TTP and assistance payment.

» Part V: Overview of Verification Requirements summarizes basic
verification requirements and the specific verification requirements related
to the topics covered in Module | case studies.

» Part VI. Advanced Topics reviews key concepts provided earlier in the
module and presents illustrations of more complex calculations and
applications of policy.

HUD Office of Multifamily Housing Page 1-2



Multifamily Housing Case Studies

A RHIIP Training Program Module 1 — Participant Manual

MODULE 1 - PRE-TRAINING SELF TEST

Note: This test is provided as a learning tool for participants. The pre-training
self test is designed to measure your level of knowledge before you study this
module. Answer the questions as best you can (without looking at the training
materials or Handbook 4350.3 REV-1). A post-test is available at the end of the
module to measure how much you have learned.

Answers to Pre-training Self Test are in Attachment A at the end of this
module.

1. For which of the following household members can the owner consider
child care expenses?
- Baby Sylvia, age 2
- Brother Bryan, age 7
- Frank, a foster child, age 8
- Sister Janine, age 12
a. All of these household members qualify the family for child care
expenses.

b. Only Sylvia and Bryan qualify the family for child care expenses.
c. All members except Frank, the foster child, qualify.

2. Fred and Ethel live in your assisted housing development. Fred works
full-time, receiving $1,000 gross pay bi-weekly. Ethel works part-time,
receiving $300 gross pay semi-monthly.

- How would you compute the annual income for Fred and Ethel?
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3. Calculate the total dependent deduction for the following family.
Jim (head of household) 25, employed

Sally (Jim's wife), 21, full-time college student

Theresa (Sally's sister) 28, full-time college student
Bart (Jim/Sally's son), 2

a. $800
b. $960
c. $1,440
d. $0

4. Theresa (from question 3 above) works part time at the local public library.
She makes $5.00/hour and works 15 hours per week. Calculate the amount
of annual income that will be included in rent calculations.

Annual Income:

5. Child care expenses paid to a relative of a family member (who does not live
in the assisted unit) can be deducted if all other requirements are met.

a. True
b. False

6. Suzanna Q (head of household) lives with her disabled mother and 9 year
old son. She works full time at the local manufacturing plant and earns
$14,000/year. A care attendant takes care of her mother and son Monday
through Friday and charges $150/week. What else do you need to know to
calculate allowable child care?

7. Child support payments received by a family member are counted in annual
income only if they were specified in a divorce decree or other court order.

a. True
b. False

HUD Office of Multifamily Housing Page 1-4
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8. Tom B. (32) and his three children (3, 7, 10) live with Grandma B (head of
household). After being stationed at Ft. Meyers for the last three years, Tom
has been called for a tour of duty in Irag and is expected to be gone 18
months. During his tour in Irag, he is expected to be paid regular military
pay as well as special pay by virtue of being exposed to hostile fire. Which
of the following is true?

a. All of Tom's income continues to be counted, even though he is not
there.

b. Tom's regular pay is counted but not special pay he receives by virtue of
being exposed to hostile fire.

c. None of Tom's income is counted because he is not the head of
household and he will be gone for more than 12 months.

9. Bob H. is a retired carpenter. Now he occasionally does small jobs for other
residents in his Section 202/PRAC project such as assembling book cases
and repairing chairs. Some times he is paid with “cookies and coffee” but he
guesses that he might have earned as much as $300 in tips last year.

How much will you count as income in the coming year?

10. Jack and his son Phillip live in your development. Jack also has joint
custody of his 3-year old daughter who lives with his ex-wife. Jack pays
$150/month to his ex-wife for the care of his daughter. Will you allow Jack a
child care deduction for this amount?

a. Yes
b. No

HUD Office of Multifamily Housing Page 1-5



NOTES

HUD Office of Multifamily Housing Page 1-6



Multifamily Housing Case Studies

A RHIIP Training Program Module 1 — Participant Manual

Notes

PART | HouseHOLD COMPOSITION AND
DEFINITIONS

Why Household Composition Matters

» Eligibility and rent calculation rules vary depending
upon the characteristics of the family as a whole and the
characteristics of individual family members.

» Errors in classifying the status of persons who live in an
assisted unit result in errors in tenant rent and assistance
payment.

» Correct income and rent determinations depend upon the
correct application of definitions for the following
persons who may live in an assisted unit:

- Head of Household

- Spouse or Co-head

- Dependents

- Full time Students

- Elderly Person/Elderly Household

- Person with a Disability/Disabled Family
- Live-in Aide

- Foster Child/Adult

Family vs. Household

» “Family” refers to the assisted persons in the unit. A
family may be one person and need not include children.

* *“Household” is a broader term that includes family
members and others living in the unit including live-in
aides, foster children and foster adults.
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Notes

Head of Household Glossary

» Head of household means the adult member of the family
who has been designated by the family as the head for
purposes of determining income, eligibility and rent.

* Throughout this module the term “head” is used as
shorthand for head of household.

Spouse or Co-head

* Anadult member of the family who is treated the same as
a head of the household for purposes of determining
income, eligibility, and rent.

Other Adult

» Any adult family member that is not the head, spouse or
co-head is an “other adult.”

» Atemporarily absent “other adult” on active military
duty who does not have a spouse or dependent in the unit
is not counted as a family member. (See additional
discussion of Armed Forces personnel under Part I1).
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Minor/Emancipated Minor
* A minor is a family member under the age of 18.

» Anemancipated minor is a person under the age of 18
who under state law may legally sign and be held
responsible for legal documents (such as a lease).

- The earned income of an emancipated minor who is
the head, spouse or co-head is counted in annual
income.

- An emancipated minor who lives in the unitin a
capacity other than head, spouse or co-head, is
considered a dependent and the individual's earned
income is not counted.

Elderly Person

* A person at least 62 years of age.

Elderly Family

* An elderly family is one in which the head, spouse or
co-head is at least 62 years of age.

HUD Office of Multifamily Housing Page 1-9
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Notes
Persons with Disabilities/Disabled Household 4350.3 REV-1; Ch 3

* Under HUD subsidy programs special rules apply to
persons with disabilities and to any family whose head,
spouse or co-head is a person with a disability.

* The detailed definition of persons with disabilities is
provided in Handbook 4350.3 REV-1, Figure 3-6.

» Adisabled household is one in which the head, spouse or
co-head is a person with disabilities.

» A more detailed discussion of these special rules is
provided in Module 4.

Dependents

» A dependent is a family member who is under 18 years
of age, or a family member who is at least 18 years of age
who is a person with disabilities or a full-time student.

» The head, spouse, co-head, a foster child, a live-in aide, 4350.3 REV-1; Par. 5-10A
an unborn child, and persons not yet living in the unit are
never dependents.

» The following persons are counted as dependents:

- Children temporarily absent due to placement in foster
care

- Children subject to a joint custody agreement who live
in the assisted unit at least 50 percent of the time

- Full-time students living away from home that live in
the unit during school vacations

- Children in the process of being adopted who are living
in the unit

HUD Office of Multifamily Housing Page 1-10
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Notes
Full-time Student

» A person who is attending school or vocational training Glossary
on a full-time basis as defined by the institution.

Live-In Aides

* A person who resides with one or more elderly persons, Glossary
near-elderly persons, or persons with disabilities, and
who: (1) is determined to be essential to the care and
well-being of the persons; (2) is not obligated for the
support of the persons; and (3) would not be living in the
unit except to provide the necessary supportive services.

» Relatives may be live-in aides if they meet the definition
above, but are not considered family members.

* A live-in aide cannot be the remaining member of a
family.

Foster Adult Glossary

o A foster adult is usually an adult with a disability who is
unrelated to the tenant family and who is unable to live
alone.

Foster Child Glossary

» Children that are in the legal guardianship or custody of a
State, county or private adoption or foster care agency,
yet are cared for by foster parents in their own homes,
under some kind of short-term or long-term foster care
arrangement with the custodial agency.
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Notes
Remaining Member of a Tenant Family 4350.3 REV-1; Par. 3-15

» Special eligibility and rent calculation rules apply to the
remaining member of a family for some types of
projects.
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Notes

PART Il ANNUAL INCOME

Annual Income Definition 4350.3 REV-1; Exhibit 5-1

* Annual income is defined in 24 CFR 5.609. It includes
all amounts monetary or not that are anticipated to be
received from a source outside the family during the
12-months following admission or annual recertification
effective date.

» The regulation specifies items to be included in annual
income and those to be excluded. Appendix 2 provides
these regulatory definitions.

» Annual income is compared to the applicable income
limits to determine program eligibility.

» Annual income is also used as part of the formula that
determines how much the family must pay and how
much subsidy must be provided.

HUD Office of Multifamily Housing Page 1-13



Multifamily Housing Case Studies

A RHIIP Training Program Module 1 — Participant Manual
Notes
Whose Income is Counted? 4350.3 REV-1; Par. 5-6

» All income of adult family members, that is not
specifically excluded, is counted.

» Earned income of family members under 18 is NOT
counted, except that a minor who is the head, co-head or
spouse is treated as an adult. Benefits and other
non-earned income of minors are counted.

e The income of live-in aides, foster children and foster
adults is never counted.

* Income of temporarily absent family members is
counted.

» A person who is permanently confined to a nursing home | 4350.3 REV-1; Par. 5-6C
or hospital may not be designated head, spouse or
co-head, even when the permanently confined family
member is married to the person who is or will become
the head of the family. The family may choose whether
to:

- Include the absent individual's income and therefore
benefit from any allowable deductions from income, or

- Exclude the absent individual's income and therefore
not receive any allowable deductions that are based
upon the permanently confined member.
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Notes
Earned Income 4350.3 REV-1; Chs,

. . “ section 1
» Annual income includes: “the full (gross) amount, before

any payroll deductions of wages and salaries, overtime
pay, commissions, fees, tips and bonuses, and other
compensation for personal services.”

» For members of the Armed Forces the regulation requires
owners to:

- Count all regular pay, special pay and allowances of a
member of the Armed Forces (whether or not living in
the dwelling) who is the head, spouse, or other person
whose dependents are residing in the unit

- Exclude special pay to a family member serving in the
Armed Forces who is exposed to hostile fire.

» Handbook 4350.3 REV-1 further clarifies that the income
of a temporarily absent family member on active duty
who is not the head, spouse or co-head:

- Is counted if either the spouse or dependents of the
individual live in the assisted unit and

- Is not counted if no spouse or dependent lives
assisted in the unit.

* Income from sporadic work is NOT counted.

» Earned income of minors (except for head, spouse or
co-head) is NOT counted.

» Count only the first $480 of earned income paid to
dependents who are 18 or older and who are full-time
students.

* 24 CFR 5.609(b) lists a number of other types of earned
income that are NOT counted.

» Owners should become familiar with these special types
of income and understand if and how they are
administered locally.
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Notes
Anticipating Earned Income 4350.3 REV-1; Par. 5-5

» Generally earned income is anticipated based on a
family's current circumstances. For example:

- If a family member currently works full time and earns
$7.00/hour, the owner should (absent contradicting
information) assume the person will work full time at
that amount in the future.

» If the owner can verify changes that will take place
during the year the owner may annualize income from all
sources.

» If changes are likely but circumstances after the change
are not known (e.g., unemployment compensation will
end) the owner should anticipate annual income based
upon current circumstances.
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Notes

Alimony or Child Support

»  Owners must count alimony or child support amounts 4350.3 REV-1; Par. 5-6E
awarded by the court unless the applicant certifies that
payments are not being made and demonstrates that
he/she has taken all reasonable legal actions to collect
amounts due.

» Alimony or child support paid by a family member to or
on behalf of a person not living in the assisted unit is not
an eligible deduction from income.

Payments for the Care of Foster Children/Adults

» Payment received by the family for the care of a foster
child/adult is excluded from annual income.
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NOTES
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PART Il ADJUSTED INCOME

Adjusted Income Definition

» Adjusted income is annual income minus the amount of
any of the following deductions for which the family
qualifies.

- All families may qualify for:

* $480 dependent deduction (discussed in this
module)

» Allowable child care expense deduction
(discussed in this module)

* Unreimbursed disability assistance expense

- Only families in which the head, spouse or co-head is

at least 62 or a person with a disability may qualify for:

» Elderly or disabled household deduction
» Unreimbursed medical expense deduction

» A family may not designate a family member as head,
spouse or co-head solely to become eligible for
deductions from income.

HUD Office of Multifamily Housing Page 1-19
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Notes
Dependent Deduction 4350.3 REV-1; Par. 5-10A

» $480 is deducted from annual income for each family
member that is a dependent.

* How many dependents? In each of the following
circumstances specify the number of dependents.
(Answers found on page 1-22.)

Number of

Family Composition Dependents

A. Head (26) and Spouse (27); children (3,
5, 6)

B. Head (42), children (9, 13; 23 and
disabled)

C. Head (21), Spouse (17), child (2)

D. Head (62), Daughter (35), grand
daughter (5)

E. Head (52), Daughter (30 and disabled),
grand daughter (15), mother of the
head (72 and a full time student)

F. Head (30), foster children (4, 5) and a
disabled foster child (9)

* When more than one assisted family shares custody of
the child, only one family (at a time) can claim the
deduction.

- The family with primary custody or with custody at the
time of initial or annual recertification receives the
deduction.

- Inthe case of a dispute, the owner should refer to
available documents (e.g., IRS and court orders).
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Notes

Child Care Expenses
Type of Child Care 4350.3 REV-1; Par. 5-10B

» A family may be eligible to receive a deduction for
anticipated child care expenses if:

- The expenses are for the care of a child under age 13
and are reasonable and not reimbursed by someone
outside the family

- The care is necessary to enable a family member to
work, seek work, or further his/her education

- The family determines no adult family member capable
of providing care is available

- The expenses are not paid to a family member living in
the unit

Limits on Child Care Expenses

» Child care expenses that enable a family member to work
must not exceed the amount earned by the family
member made available to work.

» Child care expenses that enable a family member to seek
work or further his/her education are not limited by
family earnings.

» If some of the child care expense is limited by earnings
and some is not, the amounts must be considered
separately.

» If the expenses also pay for care of someone who is not
eligible for child care the expenses must be pro-rated.
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Notes

Answers to Dependent Deduction Quiz

Family Composition Dl\leL;)rgr?gér?tfs

A. Head (26) and Spouse (27); children (3, 3
5, 6)

B. Head (42), children (9, 13; 23 and 3
disabled)

C. Head (21), Spouse (17), child (2) 1

D. Head (62), Daughter (35), grand 1
daughter (5)

E. Head (52), Daughter (30 and disabled),
grand daughter (15), mother of the 3
head (72 and a full time student)

F. Head (30), foster children (4, 5) and a 0
disabled foster child (9)
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Notes
PART IV TENANT PAYMENT AND
ASSISTANCE PAYMENT

Project Rents

 HUD approves the rent the owner may charge for the unit | 4350.3 REV-1; Chs,
and also a utility allowance for tenant-paid utilities. section 4

* In Section 8 and 202 PAC projects:

- The unit rent is called “contract rent”

- The “gross rent” = contract rent plus the utility
allowance

» For Sec. 202/811 PRAC projects:

- The unit rent is the operating rent minus the utility
allowance

- The “gross rent” = the operating rent

Total Tenant Payment

» The total tenant payment (TTP) is the amount a tenant is
expected to contribute for rent and utilities.

* For Section 8, PAC and PRAC, the TTP is based on the
family's income.

» For Section 8, the family pays the greatest of: 4350.3 REV-1; Figure 5-6

- 30% of monthly adjusted income
- 10% of monthly gross income

- Welfare Rent (in as paid states)
- $25 Minimum Rent

* PAC and PRAC projects use the same formula, except
that there is no minimum rent.

* In PRAC projects, the TTP may exceed the PRAC
operating rent.
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Notes

 TTP at Admission: Section 8 and PAC projects may
admit an applicant only if the TTP is less than the gross
rent.

Note: Owners must waive the minimum rent requirement in
certain hardship circumstances. Exceptions to the minimum
rent requirement will be covered in Module 2.

Assistance Payments

* The assistance payment is the federal subsidy provided
on the tenant's behalf. The assistance payment is
calculated as follows:

$600 Contract Rent
+ 75 Utility Allowance
= 675 Gross Rent

- 100 TTP
= $575 Assistance Payment

HUD Office of Multifamily Housing Page 1-24



Multifamily Housing Case Studies

A RHIIP Training Program Module 1 — Participant Manual

Notes
Tenant Rent and Utility Allowances
» A family's Total Tenant Payment is used to pay both rent

and utilities. In the example above, the family's TTP
would be allocated as follows:

- $75 would be used to pay utilities
- $25 would be paid to owner as rent

e The owner would receive:

$25 From the family
+ 575 From HUD
$600 Contract rent

Utility Reimbursements

o Ifafamily's TTP is less than the allowance for
tenant-paid utilities, the owner owes the family a utility
reimbursement.

» Example:

$500 Contract rent
+ 55 Utility allowance
= $555 Gross rent

$555 Gross rent
- 25 TTP
= $530 Assistance payment

e The owner receives $530 from HUD, and retains
$500 to cover the unit rent

e The owner pays the remaining $30 to the tenant as
a utility reimbursement.

» $30 (from owner) + $25 (TTP) = the utility
allowance.
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Rounding Rules 4350.3 REV-1:

« Generally, carry decimals from one step to another until | Appendix 8

you reach the number that will be entered into TRACS.
» Then round up at $0.50 and down at $0.49.

Income Example

* Mary makes $9.23/hour and works 16 hours/week. The
calculation would be as follows:

- $9.23 x 16 = $147.68 (do not round)
- 147.68 x 52 weeks = $7679.36 (round down)
- TRACS entry for employment income would be $7679.

Assets Example
» Each type of asset is separately rounded.

- Savings Account: $489.23 would round down to $489
- Checking Account: $246.89 would round up to $247
- Total Assets is calculated using the rounded numbers:
$489 + $247 = $736
Medical Expense Example

» Since only the final number is entered in TRACS, do not
round each item. Round the total for all medical
expenses.

- Prescription A costs $98.42/month x 12 months =
$1181.04

- Prescription B costs $48.36/month x 12 months =
$580.32

- Medical expenses
$1,181.04
+ 580.32
$1,761.36 Rounded to $1,761
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CASE STUDY 1: INTRODUCING THE BONNERS

Background

The Bonner family lives at Daniel Apartments in a two bedroom unit that rents for $925
including all utilities. Elizabeth Bonner is a 26 year old, divorced, single mother who
works full-time as a nurse’s aide at the Northside Community Hospital. She earns $6.75
per hour.

She has two children who attend Northside Elementary School. Their mother gives each
child $5.00 per week for specified chores.

* Ronald Bonner (age 8)

* Adam Bonner (age 5)

Elizabeth's mother takes care of the children while she works but doesn't charge Elizabeth.

1. Using HUD's definitions, identify household classifications for each family member.
Elizabeth is
Ronald is

Adam is

2. Using the information above, calculate the Bonner family’s annual income and
adjusted income.

Annual Income

Family

e Source of Income Calculation Annual Income

TOTAL ANNUAL INCOME: | $

Adjusted Income

$ Total Annual Income
less $ What is the deduction for?
equals | $ Adjusted Income
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Answers
» Using HUD's definitions identify household classifications for each family member.

Elizabeth is  head of household
Ronald is a dependent

Adam is a dependent

» Using the information above about the Bonner's, calculate the Bonner family’s annual
income and adjusted income.

Annual Income

ngggr Source of Income Calculation Annual Income
1 Employment 6.75 x 40 hrs x 52 wks. $14,040
TOTAL ANNUAL INCOME: $14,040

Notes: Generally “full time” means 40 hours/week x 52 weeks per year or 2080
hours. Earned income of minors is not counted.
Adjusted Income

$14,040 |Total Annual Income
less $960 |The deduction is for $480 (dependent deduction) x 2 dependents

equals | $13,080 |Adjusted Income
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Now...

3. Calculate the Bonner family's total tenant payment (TTP) and HUD's assistance
payment to the owner.

Total Tenant Payment

$ 30% of monthly adjusted income
$ 10% of monthly gross (annual) income
NA Welfare Rent (not applicable to this case study)
$ Minimum Rent
$ Total Tenant Payment (TTP)

Assistance Payment

$ Gross Rent
less $ Total Tenant Payment
equals |$ Assistance Payment to Owner
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Answers

Total Tenant Payment
$327  30% of monthly adjusted income
$117  10% of monthly gross (annual) income
NA Welfare Rent (not applicable to this case study)
$25  Minimum Rent
$327  Total Tenant Payment (TTP)

Assistance Payment

$925 | Gross Rent

less $327 | Total Tenant Payment

equals $598 | Assistance Payment to Owner

Sources of Error

» (Case Study 1 is intended to give an overall introduction
to the income and rent determination process.

» Even ascenario like the Bonners that seems fairly
straightforward holds the potential for errors, and often
the challenge facing owners is even greater.

» Often the calculation of annual income is less clear. (The
Bonner family had only one source of income.) In other
instances:

- Multiple family members may have multiple sources of
income.

- Family members may work on a part-time, intermittent
or seasonal basis.

- Compensation may include overtime, tips, bonuses
and commissions.

- Responses from verification sources are late, unclear
or contradictory.
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Notes

» Sometimes family relationships are more complex. (The
Bonner household consists of a mother and two
children.) In other instances:

- Multiple generations and non-related persons may live
in the unit.

- Ineligible non-citizens may require that assistance
payments be pro-rated.

- Additional rules apply when the household includes
elderly persons, full-time students, and persons with
disabilities.

- The household may include live-in aides and foster
children and adults

- People may be moving in and out of the household.

» Some errors related to utility allowances and utility
reimbursements. (The Bonners were lucky enough to
have all utilities paid by the development.)

- The family's TTP is intended to cover rent to the owner
and utilities.

- When projects have separately metered utilities an
allowance for tenant-paid utilities must be incorporated
into the calculations.

- If the family's TTP is not enough to cover utilities, the
owner must pay the family a utility reimbursement.

» Other case studies in the training program illustrate
additional possible complications and highlight errors
that were identified in the Quality Control Study.
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CASE STuDY 2: THE BONNERS REVISITED

» Elizabeth has changed jobs. She now works a split schedule that causes her to work:

- 8 hours on Sunday every other weekend, for which she gets premium pay of
$10.28/hour

- 24 hours during the week at $6.85/hour

» Because of the split schedule her mother cannot cover all of her child care and she
needs child care three afternoons per week and on Sunday. She reports child care
expenses of $100 per week.

* The efforts of the state Child Support Enforcement Department have resulted in her
ex-husband George beginning to pay a total of $100/month in child support.

» Contract rent for the unit remains $925 and the project pays all utilities.

Assignment:

1. Calculate Ms. Bonner's employment income in the space below.

2. Then complete the income and rent calculation form on the following pages.

* Note: The form that follows is not an official HUD form but a calculation worksheet
similar to one used by many owner/agents who make calculations by hand. It records
the same income information and enables the user to make the same calculations that
automated systems use to generate a facsimile HUD-50059.

Answers to Case Study 2 are in Attachment B at the end of this module.
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Asset Income
(Asset income is not a part of this case study but see note 1 in table below.)

Calculation for g le. Actual
la. 1b. 1d. Calculation for
Family FLVI Asset 1C3I Asilitlfeash Cash Value | Asset Income A,‘A?snsue?l
Member Name Type (mv — expenses) of Asset | (mv x int/div) eera
E. Bonner 1 Note 1: Elizabeth undoubtedly has a
Ronald 2 savings or checking accounts but the
discussion of assets is saved for another
Adam 3 case study in the series.
TOTAL|$0 $0
If 1d. Total is greater than $5,000, complete Line 2. and Line 3.
If 1d. Total is less than or equal to $5,000, enter $0 in Line 2.; complete Line 3.
2. Imputed income from assets: HUD approved passbook rate (.02) x 1d.Total:|$0
3. Total Asset Income: Greater of Line 2. or 1e. Total:|$0

Annual Income

4a 4d.
e 4b. . 4c. Social de. 4f,
Membgr FM Calculation Employment | Security, Public Other
N # or Business | Pensions, | Assistance Income
ame etc.
E. Bonner 1
Ronald
Adam
4g. Total Income from each source $ $ $ $
5. Total Income All Sources: Add all amounts on Line 4g. above:] ¢
6. Total Annual Income: Add Line 5. + Total Asset Income:| ¢
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Adjusted Income

6. Total Annual Income: Carryover from Line 6. on Annual Income table $

Dependent Allowance

7. Allowance for Dependents (# of dependents __ x $480) $

Child Care Allowance

8. Child Care Allowance (Line 8a. plus Line 8b.) $
8a. Expense enabling family member to work (may not $

exceed $ earned by family member enabled to work)

8b. Expense enabling family member to attend school $
and/or look for work

Elderly/Disabled Household Allowance

Elderly/Disabled Household Allowance ($400 or $0) $

Disability Assistance Expenses

10. Enter total unreimbursed disability assistance expenses: | $

11. Enter 3% of Total Annual Income (Line 6. x .03) $

12. Maximum allowable disability assistance expense
(Line 10. minus Line 11.)
» If positive or zero, enter in Box 12a.
» If negative, enter as positive number in Box 12b. 12b.|$

12a. | $

13. Enter $ earned by family member enabled to workasa |$
result of disability expenses

14. Enter lower of Line 12a. or Line 13. $
If Line 12a. is blank or zero, enter zero

Medical Expenses

15. Enter the total annual unreimbursed medical expenses |$
for all family members of a disabled or elderly family

Medical/Disability Assistance Expenses Allowance

16. Enter the total of Line 14. and Line 15. $

17. Enter Line 12b. If Line 12b. is blank or zero, enter zero. $

18. Medical/Disability Assistance Expense: Line 16. minus Line 17. $
(but not less than zero)

19. Total Allowances: Total of Lines 7., 8., 9. and 18. $

Total Adjusted Income

20. Adjusted Annual Income: Line 6. minus Line 19 $
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Tenant Rent Calculation

Monthly Income (Line 6. from Annual Income table + 12)

Monthly Adjusted Income (Line 20. from Adjusted Income table + 12)

30% of Monthly Adjusted Income (Line 2. x .30)

10% of Monthly Income (Line 1. x .10)

Welfare Rent (If applicable)

Minimum Rent ($25 for Section 8 / $0 for PAC/PRAC)

N o a A~ w bdh PR
lola|la|la|lea|e

Total Tenant Payment (greater of Line 3., 4., 5., or 6.)
Note: May never exceed unit gross rent in Sec. 8 or PAC programs.

Utility Allowance (UA)

o
122

9. Tenant Rent: a. Tenant Rent:
TTP —UA If positive number, enter

©“

(Line 7. minus Line 8.) | b. Utility Reimbursement: $
If negative number, enter as positive

Assistance Payment Calculation

Contract Rent:

Utility Allowance (same as Line 8. on Tenant Rent Calc. table)

Gross Rent (Line 1. plus Line 2.)

TTP (same as Line 7. on Tenant Rent Calc. table)

A A A
3 R R R

Assistance Payment:
(Line 3. minus Line 4.)

5.a. Assistance Payment to Owner for Rent $
(Lesser of Line 5. or Line 1.)

5.b. Assistance Payment to Owner for Utility Reimbursement
(Line 5. minus Line 5.a.)

Note: Should equal Line 9.b. on Tenant Rent Calc. table $
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Notes
PARTV  VERIFICATION REQUIREMENTS

Note: Part V provides an overview of verification 4350.3 REV-1: Section 3
requirements, specifically as they relate to income and rent
issues. Part V also addresses verification of the topics
addressed in this module. Subsequent modules will address
verification of other topics.

Basic Verification Requirements

* Owners must verify all income, expenses, assets, and
family circumstances that affect eligibility or level of
assistance.

» Families must sign consent forms that permit the owner
to verify required information. (Consent forms will be
discussed in detail in Module 2).

» The cost of verification cannot be passed on to an
applicant or program participant.

* Income and eligibility information must be handled by
the owner in accordance with the Privacy Act.

When are Verifications Conducted?

» Owners must verify income, assets, expenses, and
deductions prior to initial move-in and as part of the
annual recertification process.

» Owners must verify changes in income, allowances or
family characteristics reported between annual
recertifications.
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Acceptable Methods of Verification

» Owners are responsible for determining if the
verification documentation is adequate and credible.

» HUD accepts three methods of verification (in the
following preferred order for most topics):

- Third-party verification (written or oral)
- Review of documents provided by the family
- Family self-certification

Third-Party Verification

» Written documentation sent directly by a third-party
source is the preferred verification method.

- Generally sent to owner via mail, but may be accepted
electronically (fax, e-mail, internet, etc.), if the owner
makes an adequate effort to ensure that the sender is
a valid third-party source.

- Atelephone conversation with the third party increases
the reliability of electronic verification.

» Vrification should not be hand-carried by the family.

- Verification delivered by the family, or lacking original
signatures, should be examined by the owner for
evidence of tampering.

- The owner is not required to accept this
documentation.

» Oral verification, by telephone, with a third party is
acceptable method.

- Often used when the third party does not respond to a
written request, or to clarify unclear responses.

- Owner should ensure that the third party is the party he
or she claims to be.

» If third-party verification is unavailable, owners must
document the tenant file to explain why it was
unavailable.
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Review of Documents
* Review of documents may be used when:

- Third party verification is not possible or necessary
(e.g., birth certificates for age)

- Third party verifications are delayed beyond two weeks
from the owner's request

» Copies of reviewed documents must be placed in
applicant or tenant file.

- Where copies cannot be made, owner must list
reviewed documents, information on the documents,
and initial and date the notation.

* Reviewed documents must be current, complete, original
and unaltered.

Family Certification

» Family certification should be used only when no other
form of verification is possible.

* Owner may accept family’s notarized statement
regarding veracity of information submitted.

Verification Sources

» Appendix 3 of Handbook 4350.3 REV-1 provides a chart
that addresses each factor to be verified and acceptable
sources and documentation.

- The owner may accept additional and/or alternative
sources and documentation.
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Verification and Consent Forms

* Adult family members must authorize owners to request
independent verification of data.

* Adult family members sign two HUD-required forms:

- HUD-9887, Notice and Consent to the Release of
Information to HUD and to a PHA

- HUD-9887-A, Applicant/Tenant’s Consent to the
Release of Information — Verification by Owners of
Information Supplied by Individuals who Apply for
Housing Assistance

» Owners also create their own verification forms to
request information from employers, child care
providers, medical professionals and others.

e Consent forms will be discussed in detail in Module 2.

Documentation Requirements

» Many of the quality control findings related to owner
failure to explain how the figures used in rent
calculations were derived.

* Owners must explain in the tenant file how figures used
for income and rent calculations were derived whenever
something less than the preferred form of verification is
used, or where the information obtained through the
verification process is inconsistent or contradictory.
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» Tenant files must contain documentary evidence of the
verification process including:

- Written verification forms from third parties

- Owner documentation of information received by
telephone from the third party, including the third
party’s name, position, contact information, name of
person conducting the telephone interview, date/time
of telephone call

- Copies of original documents observed by the owner,
annotated with the date and the name of the person
who saw the originals, and/or a written record of
documents that are not copied, including a note to file
describing the document, person who reviewed the
document, and date of review

» When third-party verification is not available, owners
must document efforts to obtain third-party verification
and the reason why it was not obtained. Files must
include:

- A note explaining why third-party verification was not
possible

- A copy of the dated original request sent to the third
party

- Written notes or documentation of follow-up efforts

- A written note to file that the request has been

outstanding for four or more weeks, without a response
from the third party
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Effective Terms of Verifications

» \Verifications are valid for 120 days after receipt by the
owner.

» Time limits do not apply to items that do not need to be
reverified (e.g., age, disability status, family
membership, citizenship status, or social security
numbers that have been reported and verified).

» See Module 2 for a discussion of verification of
citizenship, eligible immigration status and Social
Security numbers.

Verification of Family Composition 4350.3 REV-1; Par. 3-27

* Ingeneral, HUD does not require verification of family
composition (e.qg., is this person really a daughter of that
family member?). The owner may wish to verify:

- Whether a child lives in the unit at least 50% of the
time because this affects unit size

- An ex-family member's new location or address when
it is reported that a family member has moved out

* Owners who verify aspects of family composition other
than those required to determine eligibility, income and
allowances must clearly state the policy in the tenant
selection plan.
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Verification of Dependents and Full Time Student
Status

* Age. Third-party verification of age is not required. The
family may present a variety of documents to prove age
including birth and baptismal certificates, valid passport,
military discharge papers. See Appendix 3 of 4350.3
REV-1 for the comprehensive list.

4350.3 REV-1; Appendix 3

* Full-time students. Verification of full time student
status is needed only when it is necessary to qualify the
person as a dependent (i.e., it is not necessary for head,
spouse, co-head or family members under 18).

- The owner may accept third-party verification from
school officials.

- Review of school records also is permitted.
Verification of Earned Income

» Verification received directly from the employer is
preferred.

» Quality control studies suggest that verification of earned
income was a significant problem.

» Asking the Right Questions. One key to getting the
correct information is asking the right questions. Owner
verification forms should ask:

- Clear questions about the hours worked; rate of pay;
overtime, bonuses and commissions

- Whether future changes are imminent

* Module 3 of this training program will focus on effective
interviewing, including ideas for questions to include on
data collection forms.
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o Pay stubs. When third party verification is not available,
Appendix 3 of 4350.3 REV-1 suggests obtaining 6-8
consecutive pay stubs.

» Additional and Multiple Sources. The owner may have
to collect information from a combination of sources to
obtain a clear picture.

- For example, employers are sometimes reluctant to
estimate (promise) future overtime.

- The owner may need to use the employer's verification
form, plus pay stubs or W-2s to anticipate income.

- Appendix 3 of 4350.3 REV-1 identifies a number of fee
services that provide information about employment
income. This information can be used to support the
owner's analysis but may not be used in place of
third-party verifications.

Verification of Alimony or Child Support

» Vrification of alimony and child support may require
collecting information from several sources and
reconciling differences in the information.

» Formal documents such as a separation or divorce
agreement are preferred but these documents may
represent the initial agreement, not the current
circumstances.

» \rification may be provided by the ex-spouse but
conflicts between the information provided by the family
and the ex-spouse may occur.
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» If a family member has been awarded alimony or child
support but is not receiving it, the owner must verify that
the family member has made reasonable efforts to collect
amounts due (e.g., filing with a state enforcement

agency).

» If astate or local child enforcement agency is collecting
the payment on behalf of the family member, only the net
amount received by the family is counted. Example:

- Joan X. was awarded $100/month alimony by the
court.

- Her ex-husband had not been paying so she requested
assistance from the state child support enforcement
bureau.

- Now the $100 payments flow through the enforcement
agency. The agency retains $25 in compensation for
welfare assistance provided to Joan.

- The owner would use $75, not $100 in income
calculations.
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Verification of Child Care Expenses

» \Verification of Costs: Whether the child care is to enable
a family member to work, seek work or further his/her
education, verification of the following is required:

- Who is the care provider?
- What children are cared for?

- What are the hours of care and how are care services
charged (e.qg., rate/hour, day, or week; per child rates,
etc.)?

» Purpose: Work. If the child care is used to enable a
family member to work the owner must verify that:

- The hours of work are reasonably related to the hours
of care

- The amount claimed does not exceed the amount
earned by the person enabled to work

» Purpose: Furthering Education. If the child care is used
to enable a family member to further his/her education,
the owner must verify:

- The hours of school are reasonably related to the
hours of care

- The family member actually is enrolled in an
educational program. (Note: enroliment does not have
to be full-time.)

* Purpose: Seeking Work

- Generally a certification from the family member
seeking work is required.

- The owner must specify in the tenant selection plan
what information the owner requires to document
search efforts.
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CASE STuDY 3: THE BONNERS — CHANGES AND CHALLENGES

On May 1 Elizabeth Bonner came to the project management office to request an interim
reexamination.

The family's life has changed considerably.

Ms. Bonner (26) has invited her fiancé Charles Smith (29) to move in with her and
requests that he be added to the family and lease.

Charles works construction. He reports that his base pay is $12/hour and that he
works about 40 hours/week regular time. During prime construction season (20
weeks in the spring-summer) he’s able to pick up an additional 10 hours/week of
overtime work, at a time and a half rate.

Now that Charles has joined the family, Elizabeth has decided that she would like
to quit work and spend more time with her children while they are still young.
Besides Adam is having trouble in school and needs some extra attention.

Since she will be home now during the day, she and Charles have decided to take in
Billy Brown, who has been removed from his own mother's home because of
neglect. The county welfare agency pays Ms. Bonner $300/month for Billy's care.
Her ex-husband has “disappeared” and the family no longer receives child support
payments.

The project manager has agreed that both Charles and Billy may move in and,
because both bedrooms in the unit are quite large, will permit the family to remain
in the two-bedroom unit.

The owner has requested and HUD has approved a budget-based rent adjustment in
conjunction with the owner separately metering utilities. Now the tenants pay for
heat and electricity. The new contract rent is $880 and the new utility allowance is
$75.

Assignment

1.

Using HUD's household composition rules, what is Billy's status in the household?

Billy:

Review the verification forms found beginning on the next page and then calculate the
income, total tenant payment and assistance payment for the Bonner household using
the forms provided starting on page 1-54.

Answers to Case Study 3 are found in Attachment C at the end of this module.
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Employment Verification Form for Charles

Verification of Income from Employment

Re: ﬂﬂl&s_&dﬁ Social Security No. /i3 - 45 -4757

Dear Sir/Madam:

We are required to verify the income of all family members living in or applying for federally-assisted housing.
We ask your cooperation in supplying the information requested below about the individual referenced above.
We will use any information you provide only to determine the family’s eligibility and rent, and will keep all
information in strictest confidence. Your prompt response to this letter is greatly appreciated. A self-addressed,
stamped return envelope is enclosed. Note that the referenced individual has authorized your release of the

information. :
If you have any questions, please contact /{/[ ¢ﬁ 354 Aﬂd}’e wy at (619) 329-6847.

Sincerely: W M@% Date: S/jj/a,r‘
1. Employed Since: 3 ! { ! 05 2. Job Title:___gm,kl‘

3. Base Pay Rate: $ 2.00 W $__ """ per week; $ =™ per month
4. Average hours worked at Base Pay Rate: or _~—hrs/month

5. Does this individual work overtime? @¥es O No
If Yes, Overtime Pay Rate: $_f_8_,& per hour No. of Overtime Hours Worked: 1 Q  hrs/week

6. Do you expect individual’s salary or hours worked to change in the coming 12 months? ms O No
If Yes: New Base Pay Rate: $_1&5Q per hour

Expected Hours worked at Base Pay Rate: &_ O «——1F%/month

New Overtime Pay Rate: $__{8.79 er hour
Expected HOlll)',S Worked at Overji P: Rate: IO hrs/week
Effective date of'new rate(s): 62‘20% . :
7. Comments: UJe ove a.b(e (o) Nc,\l‘ C es O W-h“ﬂ wwk dww‘ﬂ
e W Sl e
ust. Ou.'ﬂ\% T o Tewben, guevs wed. work 03
wo (owger available.

8. Any other COmpensation not listed above (e.g., commissions, bonuses, tips, etc.). 0 Yes O No

If Yes, Please specify:
Compensation

Name of Firm: B, LD‘T CONS’T? UCT‘ON

Address:
Individual completing thig form:
Name ﬁeﬁl’z Title: F&/QM )
-_Date: 5¢ !Sz@

Signature:
1_CHARLES SmiTH hereby authorize the release of the requested informai/iou.

Signature: C ﬁ@‘_ﬁ /C,,, ,,zf&/ Date: )//A//ol

at$___———per_ ——

Applicant/Tenant Release:

HUD Office of Multifamily Housing Page 1-50



Pay Stubs for Charles

Employee Name Employee SSN Period Start Period End Check Date
Charles Smith 123-45-6789 April 3 April 9 April 14
Earnings/Compensation Deductions/Taxes/Miscellaneous
Description Rate | Hrs | Amount | Yearto Date Description | Amount | Yearto Date
Wages 12.00/hr| 40 $480.00 $5760.00 Fed W/H $69.50 $677.00
Wages - OT | 18.00/hr| 10 | $180.00 $1080.00 FICA $34.90 $344.40
Medicare $8.50 $81.00
ST W/H $32.30 $318.80
|
Gross Pay:  $660.00 | Total Deductions:  $145.20 | Net Pay: $514.80
Employee Name Employee SSN Period Start Period End Check Date
Charles Smith 123-45-6789 April 10 April 16 April 21
Eamings/Compensation Deductions/Taxes/Miscellaneous
Description | Rate | Hrs | Amount | Yearto Date Description | Amount | Yearto Date
Wages 12.00/hr| 40 | $480.00 $6240.00 Fed W/H $69.50 $746.50
Wages - OT | 18.00/hr| 10 $180.00 $1260.00 FICA $34.90 $379.30
Medicare $8.50 $89.50
ST WMH $32.30 $351.10
Gross Pay: $660.00 | Total Deductions:  $145.20 | Net Pay: $514.80
Employee Name Employee SSN Period Start Period End Check Date
Charles Smith 123-45-6789 April 17 April 23 April 28
Eamings/Compensation Deductions/Taxes/Miscellaneous
Description | Rate | Hrs | Amount | Yearto Date Description | Amount | Yearto Date
Wages 12.00/hr | 40 $480.00 $6720.00 Fed W/H $69.50 $816.00
Wages - OT|18.00/hr| 10 | $180.00 $1440.00 FICA $34.90 $414.20
Medicare $8.50 $98.00
ST W/MH $32.30 $383.40
|
Gross Pay: $660.00 | Total Deductions:  $145.20 | Net Pay: $514.80
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Verification from State Dept. Of Welfare, Child Support Enforcement Division
Re: Child Support

Department of Social and Health Services
Child Support Enforcement Division

05-20-05

Child Support
Payment History
05-04--04-05

Payor: -« --- Bonner -George

Payee---------- .- Bonner-Elizabeth

01 $100
03 $100
0 72 $100
0= T $100
0= $100
0 T $100
1 T $100
2 $100
0 T 1SS S $100
[0 0o T T T S S $100
(00 T 0 15 T T T T A A ) $O
0 $0
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Verification from County Welfare Agency Re: Billy B.

Northside County
Department of Social Services
630 Green Ave.
Northside, OH 46401
404.230.0989

Daniel Apartments
210 Oak Tree Lane
Northside, OH 46401

This is to certify that the following individual is a foster child, placed by this agency:

Foster Child: Billy Brown
SSN: 987-65-4321
Case No: FC-1001

The above referenced foster child has been placed under the care of the following foster family:

Family Name: Bonner
Responsible Member: Elizabeth Bonner
Address: Daniel Apartments
210 Oak Tree Lane, Apt. 111
Northside, OH 46401

Effective: May 1, 2005 the above referenced foster family receives/will receive: $300 / month in
compensation for care of the above referenced foster child.

Please contact me if you have any questions.
Sincerely,
Linda Goff, Caseworker

DSS
404.230.0990
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Multifamily Housing Case Studies
A RHIIP Training Program Module 1 — Participant Manual

Asset Income
(Asset income is not a part of this case study but see note 1 in table below.)

Calculation for g le. Actual
la. 1b. 1d. Calculation for
Family FLVI Asset 1C3I Asilitlfeash Cash Value | Asset Income A,‘A?snsue?l
Member Name Type (mv — expenses) of Asset | (mv x int/div) eera
E. Bonner 1 Note 1: Elizabeth undoubtedly has a
C. Smith 2 savings or checking accounts but the
discussion of assets is saved for another
Ronald 3 case study in the series.
Adam 4
Billy 5
TOTAL|$0 $0
If 1d. Total is greater than $5,000, complete Line 2. and Line 3.
If 1d. Total is less than or equal to $5,000, enter $0 in Line 2.; complete Line 3.
2. Imputed income from assets: HUD approved passbook rate (.02) x 1d.Total:|$0
3. Total Asset Income: Greater of Line 2. or 1e. Total:|$0

Annual Income

4a 4d.
e 4b. . 4c. Social de. 4f,
Membgr FM Calculation Employment | Security, Public Other
N # or Business | Pensions, | Assistance Income
ame etc.
E. Bonner 1
C. Smith 2
Billy 5
4g. Total Income from each source $ $ $ $
5. Total Income All Sources: Add all amounts on Line 4g. above:] ¢
6. Total Annual Income: Add Line 5. + Total Asset Income:| ¢
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Multifamily Housing Case Studies

A RHIIP Training Program Module 1 — Participant Manual

Adjusted Income

6. Total Annual Income: Carryover from Line 6. on Annual Income table $

Dependent Allowance

7. Allowance for Dependents (# of dependents __ x $480) $

Child Care Allowance

8. Child Care Allowance (Line 8a. plus Line 8b.) $
8a. Expense enabling family member to work (may not $

exceed $ earned by family member enabled to work)

8b. Expense enabling family member to attend school $
and/or look for work

Elderly/Disabled Household Allowance

Elderly/Disabled Household Allowance ($400 or $0) $

Disability Assistance Expenses

10. Enter total unreimbursed disability assistance expenses: | $

11. Enter 3% of Total Annual Income (Line 6. x .03) $

12. Maximum allowable disability assistance expense
(Line 10. minus Line 11.)
» If positive or zero, enter in Box 12a.
» If negative, enter as positive number in Box 12b. 12b.|$

12a. | $

13. Enter $ earned by family member enabled to workasa |$
result of disability expenses

14. Enter lower of Line 12a. or Line 13. $
If Line 12a. is blank or zero, enter zero

Medical Expenses

15. Enter the total annual unreimbursed medical expenses |$
for all family members of a disabled or elderly family

Medical/Disability Assistance Expenses Allowance

16. Enter the total of Line 14. and Line 15. $

17. Enter Line 12b. If Line 12b. is blank or zero, enter zero. $

18. Medical/Disability Assistance Expense: Line 16. minus Line 17. $
(but not less than zero)

19. Total Allowances: Total of Lines 7., 8., 9. and 18. $

Total Adjusted Income

20. Adjusted Annual Income: Line 6. minus Line 19 $
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Tenant Rent Calculation

Monthly Income (Line 6. from Annual Income table + 12)

Monthly Adjusted Income (Line 20. from Adjusted Income table + 12)

30% of Monthly Adjusted Income (Line 2. x .30)

10% of Monthly Income (Line 1. x .10)

Welfare Rent (If applicable)

Minimum Rent ($25 for Section 8 / $0 for PAC/PRAC)

N o a A~ w bdh PR
lola|la|la|lea|e

Total Tenant Payment (greater of Line 3., 4., 5., or 6.)
Note: May never exceed unit gross rent in Sec. 8 or PAC programs.

Utility Allowance (UA)

©
122

9. Tenant Rent: a. Tenant Rent: $
TTP —UA If positive number, enter

(Line 7. minus Line 8.) | p. Utility Reimbursement: $
If negative number, enter as positive

Assistance Payment Calculation

Contract Rent:

Utility Allowance (same as Line 8. on Tenant Rent Calc. table)

Gross Rent (Line 1. plus Line 2.)

TTP (same as Line 7. on Tenant Rent Calc. table)

A
L R R R

Assistance Payment:
(Line 3. minus Line 4.)

5.a. Assistance Payment to Owner for Rent $
(Lesser of Line 5. or Line 1))

5.b. Assistance Payment to Owner for Utility Reimbursement
(Line 5. minus Line 5.a.)

Note: Should equal Line 9.b. on Tenant Rent Calc. table $
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PART VI ADVANCED TOPICS

» This part addresses more challenging issues related to the topics discussed in Parts I-V.
By reviewing those parts and the sections of Handbook 4350.3 REV-1 referenced, you
should be able to find the answers to these questions.
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CASE STuDY 4

Address the following scenarios.

Answers to Case Study 4 are in Attachment D at the end of this module.

Annualizing Income
Calculate annual income for Sam A. and Sally B. Answer Question for Harry C.

1. Sam A. is a salaried employee of a retail store. He is paid twice a month and his gross
paycheck each pay period is $600.

2. Sally B. works as a clerk at a photo shop. Her gross pay is $450 every two weeks. She
also works 6 hours every other Saturday as a bank cashier and earns $11/hour.

3. Harry C is retired, living on social security. Although he lives in your elderly
development, he has ties to his old neighborhood and goes there now and again to do
chores for his old neighbors. Sometimes he gets paid with a cup of coffee but he
estimates that he might have gotten about $400 last year from people who wanted to
pay him. What sources of income would you count for Harry C.?
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Pro-rating Child Care Expenses

Calculate child care deduction for the following individuals:.

4. Juanita D. works full time as a dispatcher at the local taxi company. She works the 7:00
a.m. to 3:00 pm shift and earns $1500/month. She receives $210/month child support
from her ex-husband. Her next door neighbor takes care of Susie (age 8) and Phillip
(age 14). Juanita pays $180 in child care each week for the two children.

- What information would you need to determine how much, if any, child care
expenses you would allow for Juanita?

5. Jean E. works part time (noon to 5:00) Monday-Thursday and earns $6.00/hour. She
goes to XYZ vocational school 3 days per week (M-W-F) from 8:00 a.m. - 11:00 a.m.
She pays $200 for child care every week for the care of her 7 year old son and 6 year
old foster daughter.

- How much, if any, child care expenses would you deduct from Jean's annual
income?
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MODULE 1: POST-TRAINING SELF TEST

Note: This test is provided as a learning tool. The post-training self test is designed to
measure your level of knowledge after studying this module. Answer the questions as best
you can, (without looking at the training materials). Any questions you miss represent
areas you should review in the training materials and Handbook 4350.3 REV-1.

Answers to Post-training Self Test are in Attachment E at the end of this module.

1. Ramona (35) works as a teacher's aide in the local elementary school during the
38-week school year. She earns $8.25/hour and works 30 hours/week. In the summer
she works only 10 hours per week at the public library for $6.50/hour. In the space
below:

a. ldentify two ways that her annual income could be calculated.
b. Would both methods have the same result?
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2. The number of dependents that the family reports to the IRS can be different than the
number of dependents used to compute the family's adjusted income.

a. True
b. False

Explain your answer:

3. Donworks in a retail store. He works 32 hours/week at $5.10/hour, but he also receives
a commission based upon a weekly sales target. The verification from his employer
states that commissions “vary” but that Don earned $2500 in commissions last year.
The employer also reports that a new bonus program has been established that pays
$100 to the most productive sales person each month.

Don says things have been slow for the last several months and doubts he will be so
lucky this coming year. What commission and bonus figures will you use for
computing annual income for the coming year?

4. The Webster family (John, Jill, and their two children) live in your development. The
economy is slow so John has been forced to work construction across the state. He
comes home every other weekend.

John's gross weekly income is $560, but because he has to stay in a hotel during the
week, the amount he sends home is $150 less than the take-home pay the family used
to have. They have asked for an interim reexamination and a reduced rent.

- What income will you use for John's gross annual income? Explain your answer.
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5. The Brown family lives in a Section 8 New Construction project. The family's annual
income is $9,500. The family has 2 children age 6 and 7 and a foster child who is 4.
Mrs. Brown stays home and takes care of the children.

- $855 Contract Rent
- $75 Utility Allowance

Compute the following:

a. Adjusted Income

b TTP

C. Assistance payment

d Tenant Rent the Browns will pay to the owner

6. Barbara (45) and her daughter (19) have lived in your development for 3 years.
Barbara's father recently died and her mother Ethel (67) is moving in with them. You
have done the necessary screening and accepted Ethel. In reviewing the information
you provided, she suggests that it would be advantageous for the family to consider her
(Ethel) the head of household. Will you allow this?

a. Yes
b. No

Explain your answer:

7. Pamela and her two children live in your development. She pays a baby sitter $15 on
Monday, Wednesday and Friday when she works out at a local fitness center in the
hopes of becoming an aerobics instructor. Can Pamela deduct this $45/week as child
care expense that enables her to further her education?

a. Yes
b. No
Explain your answer:
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8. Fred and Ethel, with their two sons Bert and Ernie, live in your assisted development.
It’s time for the family’s annual recertification. The family’s total Annual Income is
$30,000. The only deduction from income is $960 (dependent deductions for Bert and
Ernie). The rent for the unit is $675/month. The utility allowance for the unit is $30.

a. If your development were a Section 8 development, what would the family’s TTP
be? Explain:

b. If your development were a PRAC development, what would the family’s TTP be?
Explain:
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9. A family subject to the $25 minimum rent requirement can never receive a utility
reimbursement.

a. True
b. False

Explain your answer:

10. Sam (24) Head; Zelda (22) Spouse and Zach, their 18 month old son, live in your
development. Sam works 9:00 AM to 5:00 PM at a retail store and Zelda stays home
and takes care of Zach. To supplement the family income, Zelda takes a part-time job
working 12:00 PM to 4:00 PM at the local hospital. As a result, the family pays for
child care from 11:30 AM to 4:30 PM to cover the time it takes Zelda to go to work
and return home.

- What income should be used to cap child care expenses?
Family annual income

Family adjusted income

Zelda’s annual income

Zelda’s adjusted income

o 0o o e
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NOTES
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ATTACHMENT A — PRE-TRAINING SELF TEST ANSWERS

1. For which of the following household members can the owner consider child care
expenses?
- Baby Sylvia, age 2
- Brother Bryan, age 7
- Frank, a foster child, age 8
- Sister Janine, age 12
a. All of these household members qualify the family for child care expenses.**

b. Only Sylvia and Bryan qualify the family for child care expenses.
c. All members except Frank, the foster child, qualify.

Comment: Child care expenses can be deducted for the care of children under age 13 and
also for foster children living in the household.

2. Fred and Ethel live in your assisted housing development. Fred works full-time,
receiving $1,000 gross pay bi-weekly. Ethel works part-time, receiving $300 gross pay
semi-monthly.

- How would you compute the annual income for Fred and Ethel?
Fred: $1,000x 26 =  $26,000
Ethel: $300 x 24 = 7,200
$33,200 Annual Income

Comment: Fred is paid bi-weekly; this means once every two weeks. 52 weeks in a
year divided by two equals 26 bi-weekly periods. Multiply Fred’s pay by 26.

Ethel is paid semi-monthly; this means two times each month. 12 months in a year
multiplied by two equals 24 semi-monthly periods. Multiply Ethel’s pay by 24.
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3. Calculate the total dependent deduction for the following family.
- Jim (head of household) 25, employed
- Sally (Jim's wife), 21, full-time college student
- Theresa (Sally's sister) 28, full-time college student
- Bart (Jim/Sally's son), 2
a. $800

b. $960**
c. $1,440
d. $0
Comment: A spouse (Sally) is never a dependent, even if under 18 or a full-time student;

but full-time students 18 and older who are not the head, spouse or co-head are counted as
dependents. Therefore: Bart and Theresa are dependents. $480 x 2 = 960

4. Theresa (from question 3 above) works part time at the local public library. She makes
$5.00/hour and works 15 hours per week. Calculate the amount of annual income that
will be included in rent calculations.

Annual Income: $480**

Comment: Annual Income = $480. Only the first $480 of earned income of full time
students is counted.

5. Child care expenses paid to a relative of a family member (who does not live in the
assisted unit) can be deducted if all other requirements are met.

a. True**
b. False

Comment: Child care expenses must be reasonable and not reimbursed from any other
source. They must care for children under the age of 13 and must be for the purpose of
enabling a family member to work, seek employment or further his/her education. There
IS no restriction on relatives. BUT, child care expenses paid to a member of the assisted
family is not deducted.
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6. Suzanna Q (head of household) lives with her disabled mother and 9 year old son. She
works full time at the local manufacturing plant and earns $14,000/year. A care
attendant takes care of her mother and son Monday through Friday and charges
$150/week. What else do you need to know to calculate allowable child care?

Answer: How much of the $150 weekly charge is for child care and how much is for
dependent care?

Comment: When the same care provider takes care of children and a disabled person
over age 12, the owner must prorate the total cost and allocate a specific cost to the
attendant care and a specific cost to the child care. If the care attendant charges equally
for the care of both mother and son, then ¥ of the $150 weekly charge could be
considered child care expenses. If the care attendant does not charge an equal amount for
the care of these two persons, then the $150 weekly charge would need to be prorated
based on the amount charged for the care of the mother and the amount charged for care
of the son. The sum of both the child care and disability assistance expenses cannot
exceed the employment income of the family member enabled to work.

7. Child support payments received by a family member are counted in annual income if
they were specified in a divorce decree or other court order.

a. True
b. False**

Comment: Child support payments should be counted if the amount can be verified. It is
not necessary that the amount be established through a legal process. When no
documentation of child support is available, the owner may require the family to sign a
certification stating the amount of child support received.
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8. Tom B. (32) and his three children (3, 7, 10) live with Grandma B. After being
stationed at Ft. Meyers for the last three years, Tom has been called for a tour of duty in
Irag and is expected to be gone 18 months. During his tour in Irag, he is expected to be
paid regular military pay as well as special pay by virtue of being exposed to hostile
fire. Which of the following is true?

a. All of Tom's income continues to be counted, even though he is not there.

b. Tom's regular pay is counted but not special pay he receives by virtue of being
exposed to hostile fire.**

c. None of Tom's income is counted because he is not the head of household and he
will be gone for more than 12 months.

Comment: Generally, the income of a temporarily absent individual on active military
duty is not counted unless that individual is the head, spouse or co-head. However, where
the dependents of the temporarily absent individual on active military duty continue to
remain in the assisted unit, then the absent individual’s income must be counted in full.

Any special pay to a family member serving in the Armed Forces who is exposed to
hostile fire is, by definition, excluded from consideration as income.

9. Bob H. is a retired carpenter. Now he occasionally does small jobs for other residents
in his Section 202/PRAC project such as assembling book cases and repairing chairs.
Some times he is paid with “cookies and coffee” but he guesses that he might have
earned as much as $300 in tips last year.

How much will you count as income in the coming year? $0**

Comment: This would be considered “sporadic” income and would not be counted.

10. Jack and his son Phillip live in your development. Jack also has joint custody of his
3-year old daughter who lives with his ex-wife. Jack pays $150/month for her support
to his ex for the care of his daughter. Will you allow Jack a child care deduction for this
amount?

a. Yes

b. No**

Comment: Jack cannot claim child care expense for a child who does not live with the
assisted family.
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ATTACHMENT B — CASE STuDY 2 ANSWERS

Asset Income
Elizabeth undoubtedly has a savings or checking account, but asset income is not a part of

this case study.

Module 1 — Participant Manual

Calculation for g le. Actual
la. 1b. 1d. Calculation for
Family F;LVI Asset 1CC/| Asi'glfeaSh Cash Value | Asset Income wsnsue?l
Member Name Type (mv — expenses) of Asset | (mv x int/div) Tl
E. Bonner 1 Note 1: Elizabeth undoubtedly has a
Ronald savings or checking accounts but the
discussion of assets is saved for another
Adam 3 case study in the series.
TOTAL|$0 $0
If 1d. Total is greater than $5,000, complete Line 2. and Line 3.
If 1d. Total is less than or equal to $5,000, enter $0 in Line 2.; complete Line 3.
2. Imputed income from assets: HUD approved passbook rate (.02) x 1d.Total:|$0
3. Total Asset Income: Greater of Line 2. or 1e. Total:|$0
Annual Income
4d.
F;rgil 4b. _ 4c. Social de. 4f,
Memb()e/r FM Calculation Employment | Security, Public Other
NTs # or Business | Pensions, | Assistance Income
etc.
E. Bonner 1 [10.28x8x 26 = $10,687
2,138.24
6.85x 24 x 52 x =
8,548.80
E. Bonner 1 [100x12=1,200 $1,200
4g. Total Income from each source $10,687 $ $ $1,200
5. Total Income All Sources: Add all amounts on Line 4g. above:] $11,887
6. Total Annual Income: Add Line 5. + Total Asset Income:] $11,887
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Adjusted Income

6. Total Annual Income: Carryover from Line 6. on Annual Income table

$11,887

Dependent Allowance

7. Allowance for Dependents (# of dependents 2 x$480)

$960

Child Care Allowance

8. Child Care Allowance (Line 8a. plus Line 8b.)

$5,200

8a. Expense enabling family member to work (may not $5,200
exceed $ earned by family member enabled to work)

8b. Expense enabling family member to attend school $
and/or look for work

Elderly/Disabled Household Allowance

Elderly/Disabled Household Allowance ($400 or $0)

$0

Disability Assistance Expenses

10. Enter total unreimbursed disability assistance expenses: | $

11. Enter 3% of Total Annual Income (Line 6. x .03) $

12. Maximum allowable disability assistance expense

(Line 10. minus Line 11.)

» If positive or zero, enter in Box 12a. 12a.| $

» If negative, enter as positive number in Box 12b. 12b.|$

13. Enter $ earned by family member enabled to workasa |$
result of disability expenses

14. Enter lower of Line 12a. or Line 13. $
If Line 12a. is blank or zero, enter zero

Medical Expenses

15. Enter the total annual unreimbursed medical expenses |$
for all family members of a disabled or elderly family

Medical/Disability Assistance Expenses Allowance

16. Enter the total of Line 14. and Line 15. $

17. Enter Line 12b. If Line 12b. is blank or zero, enter zero. $

18. Medical/Disability Assistance Expense: Line 16. minus Line 17.
(but not less than zero)

NA

19. Total Allowances: Total of Lines 7., 8., 9. and 18.

$6,160

Total Adjusted Income

20. Adjusted Annual Income: Line 6. minus Line 19

$5,727
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Tenant Rent Calculation

1. Monthly Income (Line 6. from Annual Income table + 12) $991
2.  Monthly Adjusted Income (Line 20. from Adjusted Income table + 12) $477
3.  30% of Monthly Adjusted Income (Line 2. x .30) $143
4. 10% of Monthly Income (Line 1. x .10) $99
5. Welfare Rent (If applicable) $NA
6. Minimum Rent ($25 for Section 8 / $0 for PAC/PRAC) $25
7. Total Tenant Payment (greater of Line 3., 4., 5., or 6.) $143
Note: May never exceed unit gross rent in Sec. 8 or PAC programs.
8. Utility Allowance (UA) $0
9. Tenant Rent: a. Tenant Rent: $143
TTP - UA If positive number, enter
(Line 7. minus Line 8.) | p. Utility Reimbursement: $0
If negative number, enter as positive

Assistance Payment Calculation

1. Contract Rent: $925
2. Utility Allowance (same as Line 8. on Tenant Rent Calc. table) $0
3. Gross Rent (Line 1. plus Line 2.) $925
4. TTP (same as Line 7. on Tenant Rent Calc. table) $143
5. Assistance Payment: $782

(Line 3. minus Line 4.)

5.a. Assistance Payment to Owner for Rent $782
(Lesser of Line 5. or Line 1.)

5.b. Assistance Payment to Owner for Utility Reimbursement

(Line 5.minus Line 5.a.)
Note: Should equal Line 9.b. on Tenant Rent Calc. table

$0
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NOTES
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ATTACHMENT C — CASE STuDY 3 ANSWERS

Billy: is a foster child

Asset Income

Elizabeth and/or Charles undoubtedly have a savings or checking account, but asset
income is not a part of this case study.

Calculation for g le. Actual

anLlrgily FLVI A%;Z'et 1C3I Asile;l L?eash Casr}(\j/'alue C"&aslggtlaigggrl;oer A"A?snslé?l
Member Name Type (mv — expenses) of Asset | (mv x int/div) eena
E. Bonner 1 Note 1: Elizabeth undoubtedly has a
Ronald 2 savings or checking accounts but the
Adam 3 discussion c_)f assets is saved for another

case study in the series.
TOTAL|$0 $0

If 1d. Total is greater than $5,000, complete Line 2. and Line 3.
If 1d. Total is less than or equal to $5,000, enter $0 in Line 2.; complete Line 3.
2. Imputed income from assets: HUD approved passbook rate (.02) x 1d.Total:|$0

3. Total Asset Income: Greater of Line 2. or 1e. Total:}$0

Annual Income

4a 4d.
Family 4b. _ 4c. Social 4e. 4f,
ViElSa FM Calculation Employment | Security, Public Other
N # or Business Pensions, | Assistance Income
LI etc.
C. Smith 2 [1250x40x 52 = $29,750
26,000
18.75 x 10 x 20=
3,750
4g. Total Income from each source $29,750 $ $ $
5. Total Income All Sources: Add all amounts on Line 4g. above:] $29,750
6. Total Annual Income: Add Line 5. + Total Asset Income:] $29,750
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Adjusted Income

6. Total Annual Income: Carryover from Line 6. on Annual Income table $29,750
Dependent Allowance
7. Allowance for Dependents (# of dependents _ 2 x $480) $960
Child Care Allowance
8. Child Care Allowance (Line 8a. plus Line 8b.)

8a. Expense enabling family member to work (may not $

exceed $ earned by family member enabled to work)
8b. Expense enabling family member to attend school $ $0
and/or look for work

Elderly/Disabled Household Allowance
Elderly/Disabled Household Allowance ($400 or $0) $
Disability Assistance Expenses
10. Enter total unreimbursed disability assistance expenses: | $
11. Enter 3% of Total Annual Income (Line 6. x .03) $
12. Maximum allowable disability assistance expense

(Line 10. minus Line 11.) 12a.[$

» If positive or zero, enter in Box 12a. '

» If negative, enter as positive number in Box 12b. 12b.|$
13. Enter $ earned by family member enabled to workasa |$

result of disability expenses
14. Enter lower of Line 12a. or Line 13. $

If Line 12a. is blank or zero, enter zero
Medical Expenses
15. Enter the total annual unreimbursed medical expenses |$

for all family members of a disabled or elderly family
Medical/Disability Assistance Expenses Allowance
16. Enter the total of Line 14. and Line 15. $
17. Enter Line 12b. If Line 12b. is blank or zero, enter zero. $
18. Medical/Disability Assistance Expense: Line 16. minus Line 17. SNA

(but not less than zero)
19. Total Allowances: Total of Lines 7., 8., 9. and 18. $960
Total Adjusted Income
20. Adjusted Annual Income: Line 6. minus Line 19 $28,790
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Tenant Rent Calculation

1. Monthly Income (Line 6. from Annual Income table + 12) $2,479
2.  Monthly Adjusted Income (Line 20. from Adjusted Income table + 12) $2,399
3.  30% of Monthly Adjusted Income (Line 2. x .30) $720
4. 10% of Monthly Income (Line 1. x .10) $248
5. Welfare Rent (If applicable) $NA
6. Minimum Rent ($25 for Section 8 / $0 for PAC/PRAC) $25
7. Total Tenant Payment (greater of Line 3., 4., 5., or 6.) $720
Note: May never exceed unit gross rent in Sec. 8 or PAC programs.
8.  Utility Allowance (UA) $75
9. Tenant Rent: a. Tenant Rent: $645
TTP - UA If positive number, enter
(Line 7. minus Line 8.) | p. Utility Reimbursement: $0
If negative number, enter as positive

Assistance Payment Calculation

1. Contract Rent: $880
2. Utility Allowance (same as Line 8. on Tenant Rent Calc. table) $75
3. Gross Rent (Line 1.plus Line 2.) $955
4. TTP (same as Line 7. on Tenant Rent Calc. table) $720
5. Assistance Payment: $235

(Line 3. minus Line 4.)

5.a. Assistance Payment to Owner for Rent $235
(Lesser of Line 5. or Line 1.)

5.b. Assistance Payment to Owner for Utility Reimbursement

(Line 5. minus Line 5.a.)
Note: Should equal Line 9.b. on Tenant Rent Calc. table

$0
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ATTACHMENT D — CASE STuDY 4 ANSWERS

Annualizing Income

Calculate annual income for Sam A. and Sally B. Answer the question for Harry C.

1. Sam A. is a salaried employee of a retail store. He is paid twice a month and his gross
paycheck each pay period is $600.

Answer: $600 x 24 = $14,400

Note: Multiply bi-weekly (every two weeks) wages by 26
Multiply semi-monthly (twice a month) wages by 24

2. Sally B. works as a clerk at a photo shop. Her gross pay is $450 every two weeks. She
also works 6 hours every other Saturday as a bank cashier and earns $11/hour.

Answer: 450 x 26 = $11,700
$11xX6X26= $1,716
Annual Income $13,416

Note: Multiply bi-weekly (every two weeks) wages by 26
Multiply semi-monthly (twice a month) wages by 24

3. Harry C is retired, living on social security. Although he lives in your elderly
development, he has ties to his old neighborhood and goes there now and again to do
chores for his old neighbors. Sometimes he gets paid with a cup of coffee but he
estimates that he might have gotten about $400 last year from people who wanted to
pay him. What sources of income would you count for Harry C.?

Answer: Count social security income. Do not count the $400. This is “sporadic” income.
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Pro-rating Child Care Expenses
Calculate child care deduction for the following individuals.

4. Juanita D. works full time as a dispatcher at the local taxi company. She works the 7:00
a.m. to 3:00 pm shift and earns $1500/month. She receives $210/month child support
from her ex-husband. Her next door neighbor takes care of Susie (age 8) and Phillip
(age 14). Juanita pays $180 in child care each week for the two children.

- What information would you need to determine how much, if any, child care
expenses you would allow for Juanita?

Answer: There are two issues here:
1. What are the child care expenses?
« Juanita may not deduct expenses for the care of her son because he is over the age of
12. Therefore, the $180/week may need to be prorated.
* The care provider should specify how much she would charge for Susie alone. This
might or might not be 1/2 of the $180 amount.
2. Do the child care expenses exceed the amount earned?
* Juanita's annual earnings total $18,000 (1,500 x 12). The child care expenses when

they are determined will not be capped because the total care expenses for both
children is only $9,360 (180 x 52)
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5. Jean E. works part time (noon to 5:00) Monday-Thursday and earns $6.00/hour. She
goes to XYZ vocational school 3 days per week (M-W-F) from 8:00 a.m. - 11:00 a.m.
She pays $200 for child care every week for the care of her 7 year old son and 6 year
old foster daughter. How much, if any, child care expenses would you deduct from
Jean's annual income?

Answer: To determine the correct answer, you must consider the following
questions:

How much of the child care expense is attributable to work; and how much to
education?

« Jean works 20 hours/week and goes to school 9 hours per week.
 Therefore 69 percent of the child care is attributable to work (20 divided by 29 total
hours = 69%).
« $7,176 is attributable to work ($200 x 52 = $10,400; $10,400 x .69 = $7,176)
« $3,224 is attributable to school ($10,400 - $7,176)
With this information, what (if any) child care expenses would you deduct from
Jean's annual income?

 $7,176 of the child care is attributable to (and capped by employment).
* Jean earns $6,240 (5 hours/day x 4 days x 52 weeks).

 Therefore, child care to enable Jean to work is capped at $6,240.

* Child care to enable Jean to go to school is $3,224, and is not capped.
* Jean’s total allowable child care expenses are:

$6,240 Capped amount attributable to employment
plus $3,224 Amount attributable to education
equals $9,464 Total allowable child care
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ATTACHMENT E — POST-TRAINING SELF TEST ANSWERS

1. Ramona (35) works as a teacher's aide in the local elementary school during the
38-week school year. She earns $8.25/hour and works 30 hours/week. In the summer
she works only 10 hours per week at the public library for $6.50/hour. In the space
below:

a. ldentify two ways that her annual income could be calculated.
b. Would both methods have the same result?

Answer: An owner could use two methods to compute her income.

Method 1: Use current circumstances to anticipate annual income
$8.25 x 30 hours x 52 weeks = $12,870 annual income

* Using this method, Ramona could ask for an interim reexamination when her income drops in
the summer.

Method 2: Use known changes to anticipate annual income
$8.25 x 30 hours x 38 weeks = $9,405
$6.50 x 10 hours x 14 weeks = 910

$10,315 annual income

* Using this method, Ramona could not ask for an interim reexamination when her income
drops in the summer.

Is the result the same? - NO

» Annual income using method 1 is $2,555 higher than annual income using method 2, but the
net effect of these two methods cannot be seen without computing the TTP Ramona would
pay under each method. Ramona’s TTP over a 12-month period using each method is
demonstrated below. Assume Ramona has one dependent.

Method 1
September-June TTP July-August TTP

$12,870 Annual income $3,380 Annual income ($6.50x10x52)
- 480 Dependent deduction - 480 Dependent deduction
= $12,390 Adjusted income = $2,900 Adjusted income

1,033 Monthly adjusted income 242 Monthly adjusted income

X .30 X .30
= $310 TTP = $73 TTP
X 10 months X 2 months
= $3,100 = $146

Annual TTP = $3,100 + $146 = $3,246

Note: Even though Ramona will be working reduced hours at a reduced rate for 14
weeks, the example computes this time at 2 months (8 weeks) based on the time
typically needed to process an interim reexam and make the new rate effective.
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Method 2
$9,405 Annual income for 38 weeks ($8.25 x 30 hours x 38 weeks)
$910 Annual income for 14 weeks ($6.50 x 10 hours x 14 weeks)
$10,315 Total annual income
480 Dependent deduction
$9,835 Adjusted income
820 Monthly adjusted income
X .30
= $246 TTP
Annual TTP = $246 x 12 months = 2,952
The two methods make $294 difference in what Ramona would pay during the course of
a year.

2. The number of dependents that the family reports to the IRS can be different than the
number of dependents used to compute the family's adjusted income.

a. True**
b. False

Comment: HUD’s definition and the IRS definition of dependent is not the same.

» There may be situations where an individual may be claimed as a dependent for tax
purposes, but would not be a dependent in the assisted household for purposes of HUD
requirements. Similarly, there may be situations where an individual is classified as a
dependent in the assisted household based on HUD requirements, but could not be claimed
as a dependent for tax purposes.

« It is true that, where there is a dispute about whether an individual may be claimed as a
dependent in the assisted household, IRS tax returns showing who has claimed the individual
as a dependent can be useful in resolving the dispute.
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3. Donworks in a retail store. He works 32 hours/week at $5.10/hour, but he also receives
a commission based upon a weekly sales target. The verification from his employer
states that commissions “vary” but that Don earned $2,500 in commissions last year.
The employer also reports that a new bonus program has been established that pays
$100 to the most productive sales person each month.

Don says things have been slow for the last several months and doubts he will be so
lucky this coming year. What commission and bonus figures will you use for
computing annual income for the coming year?

Answer: Owners should anticipate income based upon current circumstances. Unless
Don can provide information that supports a change, the owner should anticipate $2,500
in commissions. There is no history related to the bonus. No amount for bonuses should
be included.

4. The Webster family (John, Jill, and their two children) live in your development. The
economy is slow so John has been forced to work construction across the state. He
comes home every other weekend.

John's gross weekly income is $560, but because he has to stay in a hotel during the
week, the amount he sends home is $150 less than the take-home pay the family used
to have. They have asked for an interim reexamination and a reduced rent.

- What income will you use for John's gross annual income? Explain your answer.
Answer: Gross annual income = $29,120. John’s full income should be counted.

Explanation: If John were working as an independent, self-employed contractor then he
might be considered to be running a “business.” However, there is not enough
information to determine this. It is more likely that John went across state to be hired by
a construction firm in a different area. Business income will be discussed in a
subsequent module.
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5. The Brown family lives in a Section 8 New Construction project. The family's annual
income is $9,500. The family has 2 children age 6 and 7 and a foster child who is 4.
Mrs. Brown stays home and takes care of the children.

- $855 Contract Rent
- $75 Utility Allowance

Compute the following:

a. $8,540 Adjusted Income

b $214 TTP

C. $716 Assistance payment

d $139 Tenant Rent the Browns will pay to the owner

6. Barbara (45) and her daughter (19) have lived in your development for 3 years.
Barbara's father recently died and her mother Ethel (67) is moving in with them. You
have done the necessary screening and accepted Ethel. In reviewing the information
you provided, she suggests that it would be advantageous for the family to consider her
(Ethel) the head of household. Will you allow this?

a. Yes

b. No**

Explain your answer: A family may not arbitrarily change the head of household for the
purpose of reducing the TTP.

7. Pamela and her two children live in your development. She pays a baby sitter $15 on
Monday, Wednesday and Friday when she works out at a local fitness center in the
hopes of becoming an aerobics instructor. Can Pamela deduct this $45/week as child
care expense that enables her to further her education?

a. Yes

b. No**
Explain your answer: The care must be necessary to enable a family member to work,

seek employment, or further his/her education (academic or vocational). The expense
Pamela is claiming is not as a result of participation in a formal vocational program.
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8. Fred and Ethel, with their two sons Bert and Ernie, live in your assisted development.
It’s time for the family’s annual recertification. The family’s total annual income is
$30,000. The only deduction from income is $960 (dependent deductions for Bert and
Ernie). The rent for the unit is $675/month. The utility allowance for the unit is $30.

a. If your development were a Section 8 development, what would the family’s TTP

be? Explain:
Answer:
Unit Gross Rent:  $675 + $30 = $705
Adjusted Income:  $30,000 -$960 = $29,040
TTP: ($29,040 / 12) x .3 = $726

The TTP formula produces a result that exceeds the gross rent for the unit. Because the
family lives in a Section 8 development, the family’s TTP is capped at the gross rent of
$705.

b. If your development were a PRAC development, what would the family’s TTP be?

Explain:
Answer:
Unit Operating Rent:  $675 + $30 = $705
Adjusted Income: $30,000 - $960 = $29,040
TTP: ($29,040/12) x .3 = $726

The TTP formula produces a result that exceeds the operating rent for the unit.
However, because the family lives in a PRAC development, the family’s TTP may
exceed the unit operating rent. Therefore the family’s TTP is $726.
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9. A family subject to the $25 minimum rent requirement can never receive a utility
reimbursement.

a. True
b. False**

$550
65
$615
$550
$40

Explain your answer: The “minimum rent” is actually minimum TTP. In a situation in
which the $25 minimum rent is the greatest of the amounts in the TTP formula, a utility
reimbursement could still (and often would) occur.

Contract Rent $615 Gross Rent

Utility Allowance -25

Gross Rent = $590 Assistance Payment

of the $590 assistance payment would be paid to the owner for contract rent

of the assistance payment would be paid to the tenant as a utility reimbursement

10. Sam (24) Head; Zelda (22) Spouse and Zach, their 18 month old son, live in your
development. Sam works 9:00 AM to 5:00 PM at a retail store and Zelda stays home
and takes care of Zach. To supplement the family income, Zelda takes a part-time job
working 12:00 PM to 4:00 PM at the local hospital. As a result, the family pays for
child care from 11:30 AM to 4:30 PM to cover the time it takes Zelda to go to work
and return home.

- What income should be used to cap child care expenses?

o o o

Family annual income
Family adjusted income
Zelda’s annual income**
Zelda’s adjusted income
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