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FAMILY INCOME

§5.609 Annual income.

(a) Annual income includes, with re-
spect to the family:

(1) All amounts, not specifically ex-
cluded in paragraph (b) of this section,
received from all sources by each mem-
ber of the family who is 18 years of age
or older or is the head of household or
spouse of the head of household, plus
unearned income by or on behalf of
each dependent who is under 18 years of
age, and

(2) When the value of net family as-
sets exceeds $50,000 (which amount
HUD will adjust annually in accord-
ance with the Consumer Price Index for
Urban Wage Earners and Clerical
Workers) and the actual returns from a
given asset cannot be calculated, im-
puted returns on the asset based on the
current passbook savings rate, as de-
termined by HUD.

(b) Annual income does not include
the following:

(1) Any imputed return on an asset
when net family assets total $50,000 or
less (which amount HUD will adjust
annually in accordance with the Con-
sumer Price Index for Urban Wage
Earners and Clerical Workers) and no
actual income from the net family as-
sets can be determined.

(2) The following types of trust dis-
tributions:

(i) For an irrevocable trust or a rev-
ocable trust outside the control of the
family or household excluded from the
definition of net family assets under
§5.603(b):

(A) Distributions of the principal or
corpus of the trust; and

(B) Distributions of income from the
trust when the distributions are used
to pay the costs of health and medical
care expenses for a minor.

(ii) For a revocable trust under the
control of the family or household, any
distributions from the trust; except
that any actual income earned by the
trust, regardless of whether it is dis-
tributed, shall be considered income to
the family at the time it is received by
the trust.

(3) Barned income of children under
the 18 years of age.

(4) Payments received for the care of
foster children or foster adults, or
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State or Tribal kinship or guardianship
care payments.

(5) Insurance payments and settle-
ments for personal or property losses,
including but not limited to payments
through health insurance, motor vehi-
cle insurance, and workers’ compensa-
tion.

(6) Amounts received by the family
that are specifically for, or in reim-
bursement of, the cost of health and
medical care expenses for any family
member.

(7) Any amounts recovered in any
civil action or settlement based on a
claim of malpractice, negligence, or
other breach of duty owed to a family
member arising out of law, that re-
sulted in a member of the family be-
coming disabled.

(8) Income of a live-in aide, foster
child, or foster adult as defined in
§§5.403 and 5.603, respectively.

(9)(i) Any assistance that section
479B of the Higher Education Act of
1965, as amended (20 U.S.C. 1087uu), re-
quires be excluded from a family’s in-
come; and

(ii) Student financial assistance for
tuition, books, and supplies (including
supplies and equipment to support stu-
dents with learning disabilities or
other disabilities), room and board, and
other fees required and charged to a
student by an institution of higher
education (as defined under Section 102
of the Higher Education Act of 1965 (20
U.S.C. 1002)) and, for a student who is
not the head of household or spouse,
the reasonable and actual costs of
housing while attending the institution
of higher education and not residing in
an assisted unit.

(A) Student financial assistance, for
purposes of this paragraph (9)@ii),
means a grant or scholarship received
from—

(1) The Federal government;

(2) A State, Tribe, or local govern-
ment;

(3) A private foundation registered as
a nonprofit under 26 U.S.C. 501(c)(3);

(4) A business entity (such as cor-
poration, general partnership, limited
liability company, limited partnership,
joint venture, business trust, public
benefit corporation, or nonprofit enti-
ty); or
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(5) An
cation.

(B) Student financial assistance, for
purposes of this paragraph (9)(ii), does
not include—

(I) Any assistance that is excluded
pursuant to paragraph (b)(9)(i) of this
section;

(2) Financial support provided to the
student in the form of a fee for services
performed (e.g., a work study or teach-
ing fellowship that is not excluded pur-
suant to paragraph (b)(9)(i) of this sec-
tion);

(3) Gifts, including gifts from family
or friends; or

(4) Any amount of the scholarship or
grant that, either by itself or in com-
bination with assistance excluded
under this paragraph or paragraph
(b)(9)(i), exceeds the actual covered
costs of the student. The actual cov-
ered costs of the student are the actual
costs of tuition, books and supplies (in-
cluding supplies and equipment to sup-
port students with learning disabilities
or other disabilities), room and board,
or other fees required and charged to a
student by the education institution,
and, for a student who is not the head
of household or spouse, the reasonable
and actual costs of housing while at-
tending the institution of higher edu-
cation and not residing in an assisted
unit. This calculation is described fur-
ther in paragraph (b)(9)(ii)(E) of this
section.

(C) Student financial assistance, for
purposes of this paragraph (b)(9)(ii)
must be:

(1) Expressly for tuition, books, room
and board, or other fees required and
charged to a student by the education
institution;

(2) Expressly to assist a student with
the costs of higher education; or

(3) Expressly to assist a student who
is not the head of household or spouse
with the reasonable and actual costs of
housing while attending the education
institution and not residing in an as-
sisted unit.

(D) Student financial assistance, for
purposes of this paragraph (b)(9)(i),
may be paid directly to the student or
to the educational institution on the
student’s behalf. Student financial as-
sistance paid to the student must be
verified by the responsible entity as

institution of higher edu-
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student financial assistance consistent
with this paragraph (b)(9)(i).

(E) When the student is also receiv-
ing assistance excluded under para-
graph (b)(9)(i) of this section, the
amount of student financial assistance
under this paragraph (b)(9)(ii) is deter-
mined as follows:

(I) If the amount of assistance ex-
cluded under paragraph (b)(9)(i) of this
section is equal to or exceeds the ac-
tual covered costs under paragraph
(b)(9)(I1)(B)(4) of this section, none of
the assistance described in this para-
graph (b)(9)(ii) of this section is consid-
ered student financial assistance ex-
cluded from income under this para-
graph (b)(9)E1)(E).

(2) If the amount of assistance ex-
cluded under paragraph (b)(9)(i) of this
section is less than the actual covered
costs under paragraph (b)(9)(ii)(B)(4) of
this section, the amount of assistance
described in paragraph (b)(9)(ii) of this
section that is considered student fi-
nancial assistance excluded under this
paragraph is the lower of:

(i) the total amount of student finan-
cial assistance received under this
paragraph (b)(9)(ii) of this section, or

(ii1) the amount by which the actual
covered costs under paragraph
(1)(9)([i1)(B)(4) of this section exceeds
the assistance excluded under para-
graph (b)(9)(i) of this section.

(10) Income and distributions from
any Coverdell education savings ac-
count under section 530 of the Internal
Revenue Code of 1986 or any qualified
tuition program under section 529 of
such Code; and income earned by gov-
ernment contributions to, and distribu-
tions from, ‘“‘baby bond’’ accounts cre-
ated, authorized, or funded by Federal,
State, or local government.

(11) The special pay to a family mem-
ber serving in the Armed Forces who is
exposed to hostile fire.

(12)(i) Amounts received by a person
with a disability that are disregarded
for a limited time for purposes of Sup-
plemental Security Income eligibility
and benefits because they are set aside
for use under a Plan to Attain Self-Suf-
ficiency (PASS);

(ii) Amounts received by a partici-
pant in other publicly assisted pro-
grams which are specifically for or in
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reimbursement of out-of-pocket ex-
penses incurred (e.g., special equip-
ment, clothing, transportation, child
care, etc.) and which are made solely to
allow participation in a specific pro-
gram;

(iii) Amounts received under a resi-
dent service stipend not to exceed $200
per month. A resident service stipend
is a modest amount received by a resi-
dent for performing a service for the
PHA or owner, on a part-time basis,
that enhances the quality of life in the
development.

(iv) Incremental earnings and bene-
fits resulting to any family member
from participation in training pro-
grams funded by HUD or in qualifying
Federal, State, Tribal, or local employ-
ment training programs (including
training programs not affiliated with a
local government) and training of a
family member as resident manage-
ment staff. Amounts excluded by this
provision must be received under em-
ployment training programs with
clearly defined goals and objectives
and are excluded only for the period
during which the family member par-
ticipates in the employment training
program unless those amounts are ex-
cluded under paragraph (b)(9)(i) of this
section.

(13) Reparation payments paid by a
foreign government pursuant to claims
filed under the laws of that govern-
ment by persons who were persecuted
during the Nazi era.

(14) Earned income of dependent full-
time students in excess of the amount
of the deduction for a dependent in
§5.611.

(15) Adoption assistance payments
for a child in excess of the amount of
the deduction for a dependent in §5.611.

(16) Deferred periodic amounts from
Supplemental Security Income and So-
cial Security benefits that are received
in a lump sum amount or in prospec-
tive monthly amounts, or any deferred
Department of Veterans Affairs dis-
ability benefits that are received in a
lump sum amount or in prospective
monthly amounts.

(17) Payments related to aid and at-
tendance under 38 U.S.C. 15621 to vet-
erans in need of regular aid and attend-
ance.
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(18) 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.

(19) Payments made by or authorized
by a State Medicaid agency (including
through a managed care entity) or
other State or Federal agency to a
family to enable a family member who
has a disability to reside in the fam-
ily’s assisted unit. Authorized pay-
ments may include payments to a
member of the assisted family through
the State Medicaid agency (including
through a managed care entity) or
other State or Federal agency for
caregiving services the family member
provides to enable a family member
who has a disability to reside in the
family’s assisted unit.

(20) Loan proceeds (the net amount
disbursed by a lender to or on behalf of
a borrower, under the terms of a loan
agreement) received by the family or a
third party (e.g., proceeds received by
the family from a private loan to en-
able attendance at an educational in-
stitution or to finance the purchase of
a car).

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

(22) Amounts that HUD is required by
Federal statute to exclude from consid-
eration as income for purposes of deter-
mining eligibility or benefits under a
category of assistance programs that
includes assistance under any program
to which the exclusions set forth in
paragraph (b) of this section apply.
HUD will publish a notice in the FED-
ERAL REGISTER to identify the benefits
that qualify for this exclusion. Updates
will be published when necessary.

(23) Replacement housing ‘‘gap’ pay-
ments made in accordance with 49 CFR
part 24 that offset increased out of
pocket costs of displaced persons that
move from one federally subsidized
housing unit to another Federally sub-
sidized housing unit. Such replacement
housing ‘‘gap’” payments are not ex-
cluded from annual income if the in-
creased cost of rent and utilities is sub-
sequently reduced or eliminated, and
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the displaced person retains or con-
tinues to receive the replacement hous-
ing ‘‘gap’ payments.

(24) Nonrecurring income, which is
income that will not be repeated in the
coming year based on information pro-
vided by the family. Income received as
an independent contractor, day la-
borer, or seasonal worker is not ex-
cluded from income under this para-
graph, even if the source, date, or
amount of the income varies. Non-
recurring income includes:

(i) Payments from the U.S. Census
Bureau for employment (relating to de-
cennial census or the American Com-
munity Survey) lasting no longer than
180 days and not culminating in perma-
nent employment.

(ii) Direct Federal or State payments
intended for economic stimulus or re-
covery.

(iii) Amounts directly received by
the family as a result of State refund-
able tax credits or State tax refunds at
the time they are received.

(iv) Amounts directly received by the
family as a result of Federal refundable
tax credits and Federal tax refunds at
the time they are received.

(v) Gifts for holidays, birthdays, or
other significant life events or mile-
stones (e.g., wedding gifts, baby show-
ers, anniversaries).

(vi) Non-monetary, in-kind dona-
tions, such as food, clothing, or
toiletries, received from a food bank or
similar organization.

(vii) Lump-sum additions to net fam-
ily assets, including but not limited to
lottery or other contest winnings.

(25) Civil rights settlements or judg-
ments, including settlements or judg-
ments for back pay.

(26) Income received from any ac-
count under a retirement plan recog-
nized as such by the Internal Revenue
Service, including individual retire-
ment arrangements (IRAs), employer
retirement plans, and retirement plans
for self-employed individuals; except
that any distribution of periodic pay-
ments from such accounts shall be in-
come at the time they are received by
the family.

(27) Income earned on amounts
placed in a family’s Family Self Suffi-
ciency Account.
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(28) Gross income a family member
receives through self-employment or
operation of a business; except that the
following shall be considered income to
a family member:

(i) Net income from the operation of
a business or profession. Expenditures
for business expansion or amortization
of capital indebtedness shall not be
used as deductions in determining net
income. An allowance for depreciation
of assets used in a business or profes-
sion may be deducted, based on
straight line depreciation, as provided
in Internal Revenue Service regula-
tions; and

(ii) Any withdrawal of cash or assets
from the operation of a business or pro-
fession will be included in income, ex-
cept to the extent the withdrawal is re-
imbursement of cash or assets invested
in the operation by the family.

(c) Calculation of Income. The PHA or
owner must calculate family income as
follows:

(1) Initial occupancy or assistance and
interim reexaminations. The PHA or
owner must estimate the income of the
family for the upcoming 12-month pe-
riod:

(i) To determine family income for
initial occupancy or for the initial pro-
vision of housing assistance; or

(ii) To determine family income for
an interim reexamination of family in-

come under §§5.657(c), 960.257(b), or
982.516(c) of this title.
(2) Annual Reexaminations. (i) The

PHA or owner must determine the in-
come of the family for the previous 12-
month period and use this amount as
the family income for annual reexam-
inations, except where the PHA or
owner uses a streamlined income deter-
mination under §§5.657(d), 960.257(c), or
982.516(b) of this title.

(ii) In determining the income of the
family for the previous 12-month pe-
riod, the PHA or owner must take into
consideration any redetermination of
income during the previous 12-month
period resulting from an interim reex-
amination of family income under
§§5.657(c), 960.257(b), or 982.516(c) of this
title.

(iii) The PHA or owner must make
adjustments to reflect current income
if there was a change in income during
the previous 12-month period that was
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not accounted for in a redetermination
of income.

(3) Use of other programs’ determination
of income. (i) The PHA or owner may,
using the verification methods in para-
graph (c)(3)(ii) of this section, deter-
mine the family’s income prior to the
application of any deductions applied
in accordance with §5.611 based on in-
come determinations made within the
previous 12-month period for purposes
of the following means-tested forms of
Federal public assistance:

(A) The Temporary Assistance for
Needy Families block grant (42 U.S.C.
601, et seq.).

(B) Medicaid (42 U.S.C. 1396 et seq.).

(C) The Supplemental Nutrition As-
sistance Program (42 U.S.C. 2011 et
seq.).

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

(E) The Low-Income Housing Credit
(26 U.S.C. 42).

(F) The Special Supplemental Nutri-
tion Program for Woman, Infants, and
Children (42 U.S.C. 1786).

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

(H) Other programs administered by
the Secretary.

(I) Other means-tested forms of Fed-
eral public assistance for which HUD
has established a memorandum of un-
derstanding.

(J) Other Federal benefit determina-
tions made in other forms of means-
tested Federal public assistance that
the Secretary determines to have com-
parable reliability and announces
through the FEDERAL REGISTER.

(ii) If a PHA or owner intends to use
the annual income determination made
by an administrator for allowable
forms of Federal means-tested public
assistance under this paragraph (c)(3),
the PHA or owner must obtain it using
the appropriate third-party
verification. If the appropriate third-
party verification is unavailable, or if
the family disputes the determination
made for purposes of the other form of
Federal means-tested public assist-
ance, the PHA or owner must calculate
annual income in accordance with 24
CFR part 5, subpart F. The verification
must indicate the tenant’s family size
and composition and state the amount
of the family’s annual income. The

Income
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verification must also meet all HUD re-
quirements related to the length of
time that is permitted before the third-
party verification is considered out-of-
date and is no longer an eligible source
of income verification.

(4) De minimis errors. The PHA or
owner will not be considered out of
compliance with the requirements in
this paragraph (c) solely due to de
minimis errors in calculating family
income. A de minimis error is an error
where the PHA or owner determination
of family income deviates from the cor-
rect income determination by no more
than $30 per month in monthly ad-
justed income ($360 in annual adjusted
income) per family.

(i) The PHA or owner must still take
any corrective action necessary to
credit or repay a family if the family
has been overcharged for their rent or
family share as a result of the de mini-
mis error in the income determination,
but families will not be required to
repay the PHA or owner in instances
where a PHA or owner has miscalcu-
lated income resulting in a family
being undercharged for rent or family
share.

(ii) HUD may revise the amount of de
minimis error in this paragraph (c)(4)
through a rulemaking published in the
FEDERAL REGISTER for public comment.

[88 FR 9657, Feb. 14, 2023]

§5.611 Adjusted income.

Adjusted income means annual income
(as determined under §5.609) of the
members of the family residing or in-
tending to reside in the dwelling unit,
after making the following deductions:

(a) Mandatory deductions. (1) $480 for
each dependent, which amount will be
adjusted by HUD annually in accord-
ance with the Consumer Price Index for
Urban Wage Earners and Clerical
Workers, rounded to the next lowest
multiple of $25;

(2) $525 for any elderly family or dis-
abled family, which amount will be ad-
justed by HUD annually in accordance
with the Consumer Price Index for
Urban Wage Earners and Clerical
Workers, rounded to the next lowest
multiple of $25;

(3) The sum of the following, to the
extent the sum exceeds ten percent of
annual income:
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