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Chapter 11  

11.0 INCOME, EXCLUSIONS & DEDUCTIONS FROM INCOME 
 

 

To determine annual income, IHFA adds the income of all family members, excluding 

the types and sources of income that are specifically excluded under HUD regulations. 

Once the annual income is determined, IHFA subtracts all allowable deductions 

(allowances) to determine the Total Tenant Payment.  

 

11.1 INCOME 

 

Annual income means all amounts, monetary or not, that:  
 
  A.  Go to (or on behalf of) the family head or spouse (even if temporarily absent) or 

to any other family member; or 
  

B.  Are anticipated to be received from a source outside the family during the 12-

month period following admission or annual reexamination effective date; and 
 
C.  Are not specifically excluded from annual income. 

 

If it is not feasible to anticipate a level of income over a 12-month period (e.g. seasonal 

or cyclic income), or if IHFA believes that past income is the best available indicator of 

expected future income, IHFA may annualize the income anticipated for a shorter period, 

subject to a redetermination at the end of the shorter period. 

 

Annual income includes, but is not limited to: 
 

A. The full amount, before any payroll deductions, of wages and salaries, overtime 

pay, commissions, fees, tips and bonuses, and other compensation for personal 

services. 
  
B. The net income from the operation of a business or profession. Expenditures for 

business expansion or amortization of capital indebtedness are not used as 

deductions in determining net income. An allowance for depreciation of assets 

used in a business or profession may be deducted, based on straight-line 

depreciation, as provided in Internal Revenue Service regulations. Any 

withdrawal of cash or assets from the operation of a business or profession is 

included in income, except to the extent the withdrawal is a reimbursement of 

cash or assets invested in the operation by the family. 
 
C. Interest, dividends, and other net income of any kind from real or personal 

property. Expenditures for amortization of capital indebtedness are not used as 

deductions in determining net income. An allowance for depreciation of assets 

used in a business or profession may be deducted, based on straight-line 

depreciation, as provided in Internal Revenue Service regulations. Any 

withdrawal of cash or assets from an investment is included in income, except to 

the extent the withdrawal is reimbursement of cash or assets invested by the 
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family. Where the family has net family assets in excess of $5,000, annual income 

includes the greater of the actual income derived from all net family assets or a 

percentage of the value of such assets based on the current passbook savings rate, 

as determined by HUD. 
 

 
D.  The full amount of periodic amounts received from Social Security, annuities, 

insurance policies, retirement funds, pensions, disability or death benefits, and 

other similar types of periodic receipts, including a lump sum amount or 

prospective monthly amounts for the delayed start of a periodic amount. 

(However, deferred periodic amounts from supplemental security income and 

Social Security benefits that are received in a lump sum amount or in prospective 

monthly amounts are excluded.) 
 
E. Payments in lieu of earnings, such as unemployment and disability compensation, 

worker's compensation, and severance pay. (However, lump sum additions such 

as insurance payments from worker's compensation are excluded.) 
 
F.  Welfare assistance.  
 

1.  If the welfare assistance payment includes an amount specifically 

designated for shelter and utilities that is subject to adjustment by the 

welfare assistance agency in accordance with the actual cost of shelter and 

utilities, the amount of welfare assistance income to be included as income 

consists of: 
 

a.   The amount of the allowance or grant exclusive of the amount 

specifically designated for shelter or utilities; plus 
 

b.  The maximum amount that the welfare assistance agency could in 

fact allow the family for shelter and utilities. If the family's welfare 

assistance is ratably reduced from the standard of need by applying 

a percentage, the amount calculated under this requirement is the 

amount resulting from one application of the percentage. 
 

2. Imputed welfare income 
 

a. A family’s annual income includes the amount of imputed welfare 

income (because of a specified welfare benefits reduction, as specified 

in notice to IHFA by the welfare agency) plus the total amount of 

other annual income. 
 
b. At the request of IHFA, the welfare agency will inform IHFA in 

writing of the amount and term of any specified welfare benefit 

reduction for a family member, and the reason for such reduction, and 

will also inform IHFA of any subsequent changes in the term or 

amount of such specified welfare benefit reduction.  IHFA will use this 

information to determine the amount of imputed welfare income for a 

family. 
 

c. A family’s annual income includes imputed welfare income in family 

annual income, as determined at an interim or regular reexamination of 
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family income and composition, during the term of the welfare 

benefits reduction (as specified in information provided to IHFA by 

the welfare agency). 
 

d. The amount of the imputed welfare income is offset by the amount of 

additional income a family receives that commences after the time the 

sanction was imposed.  When such additional income from other 

sources is at least equal to the imputed welfare income, the imputed 

welfare income is reduced to zero. 
 

e. IHFA will not include imputed welfare income in annual income if the 

family was not an assisted tenant at the time of the sanction. 
 

f. If a tenant is not satisfied that IHFA has calculated the amount of 

imputed welfare income in accordance with HUD requirements, and if 

IHFA denies the family’s request to modify such amount, then IHFA 

shall give the tenant written notice of such denial, with a brief 

explanation of the basis for IHFA’s determination of the amount of 

imputed welfare income.  IHFA’s notice shall also state that if the 

tenant does not agree with the determination, the tenant may grieve the 

decision in accordance with IHFA’s grievance policy.  The tenant is 

not required to pay an escrow deposit for the portion of the tenant’s 

rent attributable to the imputed welfare income in order to obtain a 

grievance hearing. 
 

g. Relations with welfare agencies 
 

1. IHFA will ask welfare agencies to inform it of any specified 

welfare benefits reduction for a family member, the reason for 

such reduction, the term of any such reduction, and any subsequent 

welfare agency determination affecting the amount or term of a 

specified welfare benefits reduction.  If the welfare agency 

determines a specified welfare benefits reduction for a family 

member, and gives IHFA written notice of such reduction, the 

family’s annual incomes shall include the imputed welfare income 

because of the specified welfare benefits reduction. 
 

2. IHFA is responsible for determining the amount of imputed 

welfare income that is included in the family’s annual income as a 

result of a specified welfare benefits reduction as determined by 

the welfare agency, and specified in the notice by the welfare 

agency to IHFA.  However, IHFA is not responsible for 

determining whether a reduction of welfare benefits by the welfare 

agency was correctly determined by the welfare agency in 

accordance with welfare program requirements and procedures, 

nor for providing the opportunity for review or hearing on such 

welfare agency determinations.  
 

3. Such welfare agency determinations are the responsibility of the 

welfare agency, and the family may seek appeal of such 
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determinations through the welfare agency’s normal due process 

procedures.  IHFA shall rely on the welfare agency notice to IHFA 

of the welfare agency’s determination of a specified welfare 

benefits reduction. 
 

G.  Periodic and determinable allowances, such as alimony, child support payments, 

and regular contributions or gifts received from organizations or from persons not 

residing in the dwelling. 
 
H.   All regular pay, special pay, and allowances of a member of the Armed Forces. 

(Special pay to a member exposed to hostile fire is excluded.) 

 

11.2 ANNUAL INCOME   
 
 Annual income does not include the following: 

 
A. Income from employment of children (including foster children) under the age of 

18 years; 
 
B. Payments received for the care of foster children or foster adults (usually persons 

with disabilities, unrelated to the tenant family, who are unable to live alone); 
 
C. Lump-sum additions to family assets, such as inheritances, insurance payments 

(including payments under health and accident insurance and worker's 

compensation), capital gains, and settlement for personal or property losses; 
 
D. Amounts received by the family that are specifically for, or in reimbursement of, 

the cost of medical expenses for any family member; 
 
E. Income of a live-in aide; 
 
F. The full amount of student financial assistance paid directly to the student or to 

the educational institution; 
 
G. The special pay to a family member serving in the Armed Forces who is exposed 

to hostile fire; 
 
H. The amounts received from the following programs: 

 
1. Amounts received under training programs funded by HUD; 

 
2. Amounts received by a person with a disability that are disregarded for a 

limited time for purposes of Supplemental Security Income eligibility and 

benefits because they are set aside for use under a Plan to Attain 

Self-Sufficiency (PASS); 
 

3.  Amounts received by a participant in other publicly assisted programs that 

are specifically for or in reimbursement of out-of-pocket expenses 

incurred (special equipment, clothing, transportation, child care, etc.) and 

that are made solely to allow participation in a specific program; 
 

4. Amounts received under a tenant service stipend. A tenant service stipend 

is a modest amount (not to exceed $200 per month) received by a tenant 

for performing a service for the Housing Authority or owner, on a part-
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time basis, that enhances the quality of life in the development. Such 

services may include, but are not limited to, fire patrol, hall monitoring, 

lawn maintenance, tenant initiatives coordination, and serving as a 

member of the IHFA governing board.   No tenant may receive more than 

one such stipend during the same period of time; 
 

5. Incremental earnings and benefits resulting to any family member from 

participation in qualifying State or local employment training programs 

(including training programs not affiliated with a local government) and 

training of a family member as tenant management staff. Amounts 

excluded by this provision must be received under employment training 

programs with clearly defined goals and objectives and are excluded only 

for the period during which the family member participates in the 

employment training program; 
 

6. Temporary, nonrecurring or sporadic income (including gifts); 
 

7. Reparation payments paid by a foreign government pursuant to claims 

filed under the laws of that government by persons who were persecuted 

during the Nazi era; 
 

8. Earnings in excess of $480 for each full-time student 18 years old or older 

(excluding the head of household and spouse); 
 

9. Adoption assistance payments in excess of $480 per adopted child; 
 

10. For family members who enrolled in certain training programs prior to 

10/1/99, the earnings and benefits resulting from the participation if the 

program provides employment training and supportive services in 

accordance with the Family Support Act of 1988, Section 22 of the 1937 

Act (42 U.S.C. 1437t), or any comparable Federal, State, or local law 

during the exclusion period. For purposes of this exclusion the following 

definitions apply: 
 

a. Comparable Federal, State or local law means a program providing 

employment training and supportive services that: 
  

i. Is authorized by a Federal, State or local law;  

ii. Is funded by the Federal, State or local government;  

iii. Is operated or administered by a public agency; and  

iv. Has as its objective to assist participants in acquiring 

employment skills.   
 

b. Exclusion period means the period during which the family 

member participates in a program described in this section, plus 18 

months from the date the family member begins the first job 

acquired by the family member after completion of such program 

that is not funded by public housing assistance under the 1937 Act. 

If the family member is terminated from employment with good 

cause, the exclusion period shall end. 
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c. Earnings and benefits means the incremental earnings and benefits 

resulting from a qualifying employment training program or 

subsequent job. 
 

11. Mandatory Earned Income Disallowance.  The incremental earnings due 

to employment during a cumulative 12-month period following date of 

initial hire shall be excluded. This exclusion (paragraph 11) will not apply 

for any family who concurrently is eligible for exclusion #10. 

Additionally, this exclusion is only available to qualified families residing 

in public housing whose annual income increases due to one of the 

following reasons: 
 

a. Families whose income increases as a result of employment of a 

family member who was previously unemployed for one or more 

years.  Previously unemployed includes a person who has earned, 

in the 12 months previous to employment, nor more than would be 

received for 10 hours of work per week for 50 weeks at the 

established minimum wage. 
 

b. Families whose income increases during the participation of a 

family member in any economic self-sufficiency or other job 

training program. 
 

c. Families who are or were, within 6 months, assisted under a State 

TANF or Welfare to Work program.  TANF includes regular 

monthly income and one-time benefits and/or services that total at 

least $500 over a six month period. 

 

During the second cumulative 12-month period after the date of initial  

hire, 50% of the increased income shall be excluded from income. 

     

    The disallowance of increased income of an individual family member is  

     limited to a lifetime 48 month period.  It only applies for 12 months of the  

   100% exclusion and 12 months of the 50% exclusion. 

     

    (While HUD regulations allow for the PHA to offer an escrow account in  

   lieu of having a portion of their income excluded under this paragraph, it  

   is the policy of IHFA to provide the exclusion in all cases.) 
 
The mandatory earned income disallowance does NOT apply for purposes  

of program admission, including determination of income eligibility and 

income targeting. 

 

12. Deferred periodic amounts from supplemental security income and Social 

Security benefits that are received in a lump sum amount or in prospective 

monthly amounts; 
 

13. Amounts received by the family in the form of refunds or rebates under 

State or local law for property taxes paid on the dwelling unit; 
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14. Amounts paid by a State agency to a family with a member who has a 

developmental disability and is living at home to offset the cost of services 

and equipment needed to keep the developmentally disabled family 

member at home; or 
 
15. Amounts specifically excluded by any other Federal statute from 

consideration as income for purposes of determining eligibility or benefits. 

These exclusions include: 
 

   a. The value of the allotment of food stamps 
 

b. Payments to volunteers under the Domestic Volunteer Services Act 

of 1973 
 

c. Payments received under the Alaska Native Claims Settlement Act 
 

d. Income from submarginal land of the U.S. that is held in trust for 

certain Indian tribes 
 

e. Payments made under HHS's Low-Income Energy Assistance 

Program 
 

f. Payments received under the Job Training Partnership Act 
 

g. Income from the disposition of funds of the Grand River Band of 

Ottawa Indians 
 

h. The first $2000 per capita received from judgment funds awarded 

for certain Indian claims 
 

i. Amount of scholarships awarded under Title IV including Work 

Study 
 

j. Payments received under the Older Americans Act of 1965 
 

   k. Payments from Agent Orange Settlement 
 

l. Payments received under the Maine Indian Claims Act 
 

m. The value of child care under the Child Care and Development 

Block Grant Act of 1990 
 

   n. Earned income tax credit refund payments 
 

o. Payments for living expenses under the Americorps Program 
 

p. Additional income exclusions provided by and funded by IHFA 

 

IHFA will not provide exclusions from income in addition to those already provided for by 

HUD. 

 

11.3 DEDUCTIONS FROM ANNUAL INCOME  
 

 The following deductions will be made from annual income: 
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A. $480 for each dependent; 
 
B. $400 for any elderly family or disabled family; 
 
C. The sum of the following, to the extent the sum exceeds three percent of annual 

income: 
 

1) Unreimbursed medical expenses of any elderly family or disabled family; and 
 
2) Unreimbursed reasonable attendant care and auxiliary apparatus expenses for 

each member of the family who is a person with disabilities, to the extent 

necessary to enable any member of the family (including the member who is a 

person with disabilities) to be employed, but this allowance may not exceed 

the earned income received by family members who are 18 years of age or 

older who are able to work because of such attendant care or auxiliary 

apparatus. 
 
A.    Reasonable child care expenses necessary to enable a member of the family to be       

 employed or to further his or her education.  The child care allowance applies  

 only for children under 13 years of age and only if the expense is not reimbursed  

 by an agency or source outside the household.  This deduction shall not exceed  

 the amount of employment income that is included in annual income.  CFR 5.603  

 

11.4 RECEIPT OF A LETTER OR NOTICE FROM HUD CONCERNING INCOME  

 

A. If a public housing tenant receives a letter or notice from HUD concerning the 

amount or verification of family income, the letter shall be brought to the person 

responsible for income verification within thirty (30) days of receipt by the tenant. 
 

B. The Low Rent Public Housing Specialist shall reconcile any difference between the 

amount reported by the tenant and the amount listed in the HUD communication.  

This shall be done as promptly as possible. 
 

C. After the reconciliation is complete, IHFA shall adjust the tenant’s rent beginning at 

the start of the next month unless the reconciliation is completed during the final five 

(5) days of the month and then the new rent shall take effect on the first day of the 

second month following the end of the current month.  In addition, if the tenant had 

not previously reported the proper income, IHFA shall do one of the following: 
 

1. Immediately collect the back rent due to IHFA; 
 

2. Establish a repayment plan for the tenant to pay the sum due to IHFA; 
 

3. Terminate the lease and evict for failure to report income; or 
 

4. Terminate the lease, evict for failure to report income, and collect the back rent 

due to IHFA. 

 

11.5 COOPERATING WITH WELFARE AGENCIES  
 

IHFA will make its best efforts to enter into cooperation agreements with local welfare 

agencies under which the welfare agencies will agree: 
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A. To target assistance, benefits and services to families receiving assistance in the 

public housing and Section 8 tenant-based assistance program to achieve self-

sufficiency; and 
 

B. To provide written verification to IHFA concerning welfare benefits for families 

applying for or receiving assistance in our housing assistance programs. 
 

11.6 ASSETS DISPOSED FOR LESS THAN FAIR MARKET VALUE 
 

IHFA will count all assets that are disposed of for less than fair market value during the 

two (2) years preceding certification or recertification after disposal of the asset.  IHFA 

will count the difference between the market value and the actual payment received for 

the asset in calculation total assets.   

 

This provision does not apply to assets divested as a result of foreclosure, bankruptcy, or 

in a divorce or separation settlement when the applicant or resident family received some 

important consideration not measurable in dollar terms. 


