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Chapter 6 

 
INCOME AND RENT DETERMINATIONS 

 
PART I:  

INTRODUCTION  
 
This chapter outlines the U.S. Department of Housing and Urban Development’s (HUD) income 
determination requirements for participation in the Public Housing (PH) program and provides 
guidance to the Public Housing Authority (PHA) in how to determine income. This chapter will: 
  Define annual income and provide guidance on sources of income, assets, and deductions. 
  Define adjusted income and provide guidance on specific adjusted income components; and 
  Guide on determining the proper relation codes on the Form HUD-50058. 

Although this chapter covers HUD requirements and provides examples of the types of income 
to be included and excluded, the PHA retains some flexibility in establishing local policies and 
procedures related to total tenant payment (TTP) calculations. For unique scenarios, it is 
important to remember the general rules of income determination:  

 Determine the best possible estimate of adjusted income for the coming year based on the 
information available; and  
 Document decisions, calculations, and the information used for verification in the tenant file.  
Chapter 7 provides policies on the verification process.  
 
The Bethlehem Housing Authority will use the policies and methods described in this chapter to 
ensure that only eligible families receive assistance and that no family pays more or less than its 
obligations under the regulations.   
 
This chapter describes HUD’s regulations and the PHA’s policies related to these topics in 
nine parts as follows: 
 
Part I:       Introduction 
Part II:     Household Characteristics 
Part III:    Annual Income  
Part IV:    Annualizing and Calculating Income 
Part V:     Assets 
Part VI:   Deductions and Expenses 
Part VII: Adjusted Income 
Part VIII: Calculating Total Tenant Payment 
Part IX:    Exhibits 
Exhibit 6-1: Income Exclusions 
Exhibit 6-2: HUD Student Aid and Financial Assistance Resource Sheet 
Exhibit 6-3: Inflationary Adjustment 
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PART II: 
HOUSEHOLD CHARACTERISTICS 

 
6-II.  Overview and Regulations  
Household characteristics are important for determining annual and adjusted income, including 
the types of income included in the calculation, and the applicable deductions. The PHA must 
ensure that household characteristics are entered properly into their system of record and, 
subsequently, on the HUD-50058. Systems of record often assign certain calculations 
automatically based on the characteristics entered, so these must be entered accurately.  
 
This section summarizes household characteristics and their impact on annual and adjusted 
income. 
 
Regulations  
3 24 CFR § 5.603(b)  
4 24 CFR § 5.603(b)  
5 24 CFR § 5.611(a)(1)  
6 24 CFR § 5.609(c)(1)  
7 24 CFR § 5.603(b)  
8 24 CFR §§ 5.603(b), 5.611(a)(1)  
9 24 CFR § 5.609(c)(11)  
10 24 CFR § 5.609(c)(6)  
11 24 CFR § 5.403  
12 24 CFR § 5.611(a)(2)  
13 24 CFR § 5.611(a)(3) 
14 24 CFR § 5.403 
15 24 CFR § 5.611(a)  
16 24 CFR § 5.611(a)  
17 24 CFR § 5.403  
18 24 CFR § 5.403  
20 Form HUD-50058  
21 24 CFR § 5.609(c)(5) 
22 24 CFR § 5.609(c)(2)  
23 24 CFR § 5.603(b) 24 Form HUD-50058  
25 24 CFR § 5.609(c)(2)  
26 24 CFR § 5.609(c)(1)  
27 24 CFR § 5.603(b)  
28 Form HUD-50058 Instruction Booklet 
29 24 CFR §§ 5.403,5.603; Form HUD-50058 Instruction Booklet  
30 24 CFR § 5.609  
31 24 CFR § 5.611 
 
 
 
 
 
 
 
 
 
 



 

Page 6-3 ACOP Rev. 2025 

 

6-II.A. Dependents  
 
A dependent is a member (except foster children and foster adults) who is under 18, a person 
with a disability, or a full-time student.3  
 
The definition of “dependent” under 5.603 was revised to explicitly exclude foster children and 
foster adults. PHA may not provide a dependent deduction under 5.611 (a) for a foster child or 
foster adult. 
 
The family head of household, co-head, or spouse cannot be dependent.4 

 The family will receive a $480 deduction for each dependent.5 This amount will be 
adjusted annually (Refer to Exhibit 6-3 Inflationary Adjustment) 
 The income of family members under the age of 18 (including foster children) is 
excluded from annual income. 6  

 
6-II.B. Full-time Students 

A family member is considered a full-time student if he or she is attending school or vocational 
training on a full-time basis.7 Full-time status is usually defined by the educational or vocational 
institution.  

Therefore, verification with the institution where the family member is enrolled full-time is 
required.  

Family members, other than the head, co-head, or spouse, who are aged 18 or over and are full-
time students are considered dependent. 

  The family will receive a $480 deduction for each dependent.8 This amount will be 
adjusted annually (Refer to Exhibit 6-3). 

  If a full-time student other than the head, co-head, or spouse receives earned income, 
any earned income above $480 annually will be excluded from annual income.9 This 
amount will be adjusted annually (Refer to Exhibit 6-3) 

 
If the head, co-head, or spouse is a full-time student and receives earned income, the full amount 
of their earned income will be included in the annual income.  
 
For any student receiving financial assistance under Section 479B of the Higher Education Act 
(HEA) of 1965, as amended, paid to the student or educational institution, including the head, 
co-head, or spouse, the full amount of assistance is excluded from annual income.10   
 

For any student receiving other financial assistance, the PHA must verify and determine that the 
other student's financial assistance is for the student’s actual charge to determine what is 
included in annual income or excluded. Refer to Exhibit 6-1 and Exhibit 6-2.  
 
 
 



 

Page 6-4 ACOP Rev. 2025 

 

6-II.C. Elderly Families 

Elderly families are families in which the head, co-head, or spouse is 62 years or older. An 
elderly family may include one or more people aged 62 or older living with a live-in aide. 11  

 Elderly families receive a $400 $525 deduction from annual income.12 This amount will 
be adjusted annually (Refer to Exhibit 6-3) 

 

 Elderly families may receive a deduction for unreimbursed health and medical care 
expenses equal to the amount by which the expenses exceed 3% 10% of the family’s 
annual income.13 

 
6-II.D. Disabled Families 
 
Disabled families are families in which the head, co-head, spouse, or sole member is a person 
with a disability.14  

 Disabled families receive a $400 $525 deduction from annual income. This amount will 
be adjusted annually (Refer to Exhibit 6-3) 
 
 Disabled families may receive a deduction for the sum of the following more than 3% 
10% of annual income—  

o unreimbursed health and medical care expenses,  

o unreimbursed reasonable attendant care and auxiliary apparatus expenses for 
each member with a disability when necessary to enable any family member to be 
employed if the deduction is less than the earned income of family members 18 
and over who can work because of the attendant care or apparatus.  

 Disabled families receive a $480 deduction for each dependent.16 This amount will be 
adjusted annually (Refer to Exhibit 6-3) 

 
 

To be eligible for certain deductions, the family member’s disability status must be verified.15  
 
If the disability is obvious, readily apparent, or already known, the PHA cannot require 
verification of the disability. If the disability is not apparent or is not already known to the 
PHA, the PHA may verify that the person has a disability but must request only information that 
is necessary to make the determination. The PHA must not inquire about the nature or extent of 
any disability. 24 CFR § 5.611(a)  
 

6-I.E. Live-in Aides 
 
Elderly, near-elderly, and disabled households may be eligible to have a live-in aide as a 
reasonable accommodation.17 A live-in aide is a person who lives with one or more elderly 
persons, near-elderly persons, or persons with a disability, and who:  
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(1) is determined by the PHA to be essential to the care and well-being of the person(s);  
(2) is not financially responsible for paying bills for or sharing resources to support the  
      tenant; and  
(3) would not be living in the unit except to provide necessary supportive services.18  
 

The live-in aide as well as their children are coded as “L” on the HUD-50058. The live-in aide 
and the live-in aide’s family residing in the unit are considered household members but not 
family members.19 The live-in aide must be coded properly on the HUD-50058 to ensure that 
their income and characteristics are not displayed on the tenant family’s EIV Income Report.20 
 

  The live-in aide’s income is not included in annual income and the household is not 
eligible for any deductions based on the live-in aide’s characteristics.21  

The household includes everyone who lives in the unit. Household members are used to 
determine unit size. The family includes all household members except live-in aides foster 
children and foster adults. Family members are used to calculate subsidies and payments.  
 
6-II.F. Foster Care Children and Adults  
 
New Definitions of Foster Adult and Foster Child  
Regulation: 24 CFR § 5.603  
The final rule establishes definitions for “foster adult” and “foster child.”  
 
A foster adult is defined as a member of the household who is 18 years or older and meets the 
definition of a foster adult under state law. State-level agencies define who is considered a foster 
adult/child, so the classification may vary from state to state.  
 
In general, a foster adult is unable to live independently due to a debilitating physical or mental 
condition and is placed with the family by an authorized placement agency or by judgment, 
decree, or other order of any competent jurisdiction. A foster child is defined as a member of the 
household who meets the definition of a foster child under state law. In general, a foster child is 
placed with the family by an authorized placement agency (e.g., a public child welfare agency) 
or by judgment, decree, or other order of any court of competent jurisdiction.  
 
Foster adults/children are not considered family members and must not be included in 
calculations of income for eligibility and rent determination purposes. However, foster 
adults/children are considered household members and must be included when 
determining unit size or subsidy standards based on established policies.  
 
The definition of “dependent” under § 5.603 was revised to explicitly exclude foster children and 
foster adults. PHAs may not provide a dependent deduction under § 5.611(a) for a foster child 
or foster adult. Consistent with the determination that foster adults/children are not family 
members, income earned by foster adults/children, payments received for the care of foster 
adults/children, and expenses incurred related to foster adults/children are not considered 
to be family income or family expenses used in the determination of annual income.  
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Reasonable unreimbursed child-care expenses (as defined in § 5.603) for foster children under 
13 years of age may be deducted from annual income if those expenses are necessary to enable 
a member of the family to work, look for work, or to further their education, but only if the 
unreimbursed child-care expense for the care of the foster child is paid from the family’s annual 
income (and not another source, such as a stipend from a child welfare agency).  
 
PHAs may use their discretion to establish permissive deductions under 24 CFR 5.611(b) 
related to foster children and foster adults – for example, to allow unreimbursed health and 
medical expenses (defined in § 5.603) of an elderly or disabled family related to their foster 
child or foster adult to be deducted from annual income, so long as the expenses are paid from 
the elderly or disabled family’s annual income (and not another source, such as a stipend from a 
child welfare agency).  
 
Families may be eligible to continue to receive the childcare expense deduction, under a 
hardship exemption, when the unreimbursed childcare expense is for the care of a foster child 
under the age of 13, but only if the unreimbursed child-care expense for the care of the foster 
child is paid from the family’s annual income (and not another source, such as a stipend from a 
child welfare agency). See HUD’s Notice PIH 2023-27 Attachment C (paragraph C.5) (Childcare 
Expenses Deduction and Hardship Exemption to Continue Childcare Expenses Deduction) of 
this notice.  
 
When a member of an assisted family is temporarily placed in foster care (as confirmed by the 
state child welfare agency), the member is still counted as a family member in the unit from 
which they were removed. This means that a foster child or foster adult could be considered an 
assisted family member in one household while also being a foster child 55 or adult in another 
household and receiving consideration in family’s unit size.  
 
PHA Discretion: None 

 
PHA Policy 
Refer to Chapter 6-VI.H. for the policy on permissive deduction.   

 
 
6-II.G. Relation Codes on the HUD-50058 
 
Certain household characteristics are coded on line 3h under the “relation code” of Form HUD-
50058, which is a module of HUD’s Inventory Management System/PIH Information Center 
(IMS/PIC).  The relation codes must be entered accurately since a household member’s relation 
or characteristics may affect the family’s adjusted income as described in the sections above.28  
Below provides information about each relation code, including the definition of the code, the 
effect on annual income, and the effect on expenses and deductions. Some private market 
systems of record assist PHA staff by automatically applying certain deductions or excluding 
income from certain family members based on their characteristics 
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For Household members who are considered members: 
 
Relation Code: H - Head of Household (HOH) 
 

Definition: The one adult member of the household, designated by the family or by PHA 
policy as the head of household, who is wholly or partly responsible for rent payment. 29 

See Chapter 3, 3-II.C. Head of Household. 
 
Effect on Annual Income:  All of this person’s income must be counted unless the 
source of income is specifically excluded.30 Applicable  
 
Deductions:  If the HOH (or the co-head or spouse) is elderly or a person with 
disabilities, the family will be considered an Elderly or Disabled Family and must receive 
a $400 $525 deduction from annual income. This amount will be adjusted annually 
(Refer to Exhibit 6-3). An Elderly/Disabled family is also eligible to deduct health and 
medical and/or attendant care expenses as applicable.31 

 
 

Relation Code: S – Spouse 
 

Definition: The marriage partner of HOH.29 See chapter 3, 3-II.D.  
 
Effect on Annual Income:  All of this person’s income must be counted unless the 
source of income is specifically excluded.30 

 
Applicable Deductions:  If the HOH (or the co-head or spouse) is elderly or a person 
with disabilities, the family will be considered an Elderly or Disabled Family and must 
receive a $400 $525 deduction from annual income.  This amount will be adjusted 
annually (Refer to Exhibit 6-3). An Elderly/Disabled family is also eligible to deduct 
health and medical and/or attendant care expenses as applicable.31 

 
 

Relation Code: K – Co-head 
 

Definition: An individual in the household who is equally responsible for the lease with 
the HOH. Indicate either a spouse or a co-head, but not both. A co-head never qualifies as 
a dependent. However, a co-head may be under 18 years old if declared an “emancipated 
minor” as many States will allow an emancipated minor to sign a lease.29 Note: In 
Pennsylvania, there is no general emancipation statute.  Therefore, you must be 18 or 
older to sign a contract that is binding due to legal proceedings in court. See Chapter 3, 3-
II.D. 

 
Effect on Annual Income: All this person’s income must be counted unless the source of 
income is specifically excluded.30  
 



 

Page 6-8 ACOP Rev. 2025 

 

Applicable Deductions:  If the HOH (or the co-head or spouse) is elderly or a person 
with disabilities, the family will be considered an Elderly or Disabled Family and must 
receive a $400 $525 deduction from annual income. This amount will be adjusted 
annually (Refer to Exhibit 6-3). An Elderly/Disabled family is also eligible to deduct 
health and medical and/or attendant care expenses as applicable.31 

 
 
Relation Code: A – Other Adult 
 

Definition: A member of the household (excludes foster adults), other than the head, 
spouse, or co-head, who is 18 years of age or older on the effective date of action (line 
2b), regardless of disability status. 29 See Chapter 3, 3-II.D.  
 
Effect on Annual Income: All this person’s income must be counted unless the source of 
income is specifically excluded.30 
 
Applicable Deductions:  If a member marked as “other adult” is a person with 
disabilities, the member will be considered a dependent.  

 
 
Relation Code: E – Full-time Student 18 Years of Age or Older 
 

Definition: A member of the household, other than the head, spouse, co-head, or foster 
child or adult, 18 years of age or older on the effective date of the action (line 2b) who 
carries a subject load considered full-time student under the standards and practices of the 
educational institution attended.29 
 

Effect on Annual Income: Earned income is counted as $480.30. This amount will be 
adjusted annually (Refer to Exhibit 6-3). 
 

Applicable Deductions: Considered dependents and the family will receive a $480 
deduction for each dependent.31 This amount will be adjusted annually (Refer to Exhibit 
6-3). 

 
 

Relation Code: Y – Other Youth Under 18 Years of Age 
 

Definition: A member of the household (regardless of disability status), who is under 18 
years of age on the effective date of action (line 2b) and is not a foster child.29 
 

Effect on Annual Income: Earned income is not counted.  Benefits income received by 
one of the children is counted.30  
 
Applicable Deductions: Considered dependents and the family will receive a $480 
deduction for each dependent. This amount will be adjusted annually (Refer to Exhibit 6-
3). 
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For Household members who are not considered members: 
 
Relation Code: F – Foster Adult and Foster Child – Regulation 24 CFR 5.603 
 

Definition: The final rule establishes definitions for “foster adult” and “foster child.  
 
A foster adult is defined as a member of the household who is 18 years or older and 
meets the definition of a foster adult under state law.  State-level agencies define who is 
considered a foster adult/child, so the classification may vary from state to state. In 
general, a foster adult is unable to live independently due to a debilitating physical or 
mental condition and is placed with the family by an authorized placement agency or by 
judgment, decree, or other order of any court, of competent jurisdiction.  A foster child is 
defined as a member of the household who meets the definition of a foster child under the 
state law.  In general, a foster child is placed with the family by an authorized placement 
agency (e.g. public child welfare agency) or by judgment, decree, or other order of any 
court, of competent jurisdiction. Foster adult/children are not considered family members 
and must not be included in calculation of income for eligibility and rent determination 
purposes.  However, foster adults/children are considered household members and must 
be included when determining unit size or subsidy standards based on established 
policies.  
 
Effect on Annual Income: Payments received by the family to care for foster children or 
foster adults are not counted as income. Income received by or on behalf of foster 
children/adults is not counted as income.30 
 
Applicable Deductions: Not considered dependent.  The household is not eligible for 
dependent deductions.  Reasonable unreimbursed childcare expenses (as defined in 
5.603) for foster children under 13 years of age may be deducted from annual income if 
those expenses are necessary to enable a member of the family to work, look for work, or  
to further their education, but only if the unreimbursed childcare expense for the care of 
the foster child is paid from the family’s annual income (and not another source, such as 
stipend from a child welfare agency. 

 
Relation Code: L – Live-in Aide 
 
Definition: A person who lives with an elderly person or person with disabilities and who: (1) is 
determined by the PHA to be essential to the care and well-being of the person(s); (2) is not 
obligated to support the person(s); and (3) would not be living in the unit except to provide 
necessary supportive services.  Children of live-in aides are also marked as “L” on the Form 
HUD-50058.29 See Chapter 3, 3-II.G. 
 

Effect on Annual Income: Income of live-in aides or their families is not counted as income.30  

 
Applicable Deductions: The household is not eligible for any deductions or expenses on behalf 
of live-in aides or their families.31 
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PART III:  
ANNUAL INCOME 

 
 
6-III.A. ANNUAL INCOME - Regulation 5.609  
 
(a) Annual income means all amounts, monetary or not, which: 

(1) Go to, or on behalf of, the family head or spouse (even if temporarily absent) or to any other 
family member; or 

(2) Are anticipated to be received from a source outside the family during the 12-month period 
following admission or annual reexamination effective date; and 

(3) Which are not specifically excluded in paragraph (c) of this section. 

(4) Annual income also means amounts derived (during the 12-month period) from assets to 
which any member of the family has access. 

(b) Annual income includes, but is not limited to: 

(1) The full amount, before any payroll deductions, of wages and salaries, overtime pay, 
commissions, fees, tips and bonuses, and other compensation for personal services; Includes 
employment income of an emancipated minor if the emancipated minor is the head of household, 
co-head or spouse.  

(2) The 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 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 will 
be included in income, except to the extent the withdrawal is reimbursement of cash or assets 
invested in the operation by the family. 

(3) Interest, dividends, and other net income of any kind from real or personal property. 
Expenditures for amortization of capital indebtedness shall not be used as deductions in 
determining net income. An allowance for depreciation of real or personal property is permitted.  

Withdrawal of cash or assets will not be considered income when used to reimburse the family 
for cash or assets invested in the property.   

If family has Net Family Assets less than $5,000, Annual income shall include the actual income 
from those assets. 

If the Family has Net Family Assets more than $5,000, Annual income shall include the greater 
of the actual income derived from all Net Family Assets of or percentage of the value such 
Assets based on the current passbook saving’s rate.  
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(4) 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. See Income Exclusion for treatment of delays or deferred periodic payments of 
social security or SSI benefits.  

o If a PH family member is a payee for some who is not a member of the PH family, the 
PHA will not include the payments in the calculation of annual income. 

o If someone outside the PH family is a payee for one of the PH family members, the PHA 
will include the payments in the calculation of annual income.  

(5) Payments in lieu of earnings, such as unemployment and disability compensation, worker's 
compensation and severance pay.  See Income Exclusion concerning treatment of lump-sum 
additions as family assets. 

(6) Welfare assistance payments (Temporary Assistance for Needy Families (TANF), General 
Assistance) received by or on behalf of family members are included.  

Imputed Welfare Income:  Such amounts that involves a reduction of welfare benefits by the 
welfare agency, in whole or in part, for a family member, because of fraud by a family member 
in connection with the welfare program or because of welfare agency sanction against a family 
member for non-compliance with a welfare agency requirement to participate in an economic 
self-sufficiency program shall be included in annual income. This limitation does not apply to 
the loss of welfare benefits resulting from the expiration of a lifetime limit on benefits or a 
durational time limit on benefits.   

(7) All regular payments to the head of the household for support of a minor, or payments 
nominally to a minor for his support, but controlled for his benefits by the head of the household 
or a client family member other than the head, who is responsible for his support.  And periodic 
and determinable allowance, such as alimony, and regular contributions or gifts received from 
organizations or from individuals not residing in the dwelling. 

(8) All regular pay, special pay and allowances (such as longevity, overseas duty, rental 
allowances, allowances for dependents, etc.), received by a member of the Armed Forces who is 
head of the family, spouse, or other family member.  
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HOTMA significantly revises the annual income regulations.  24 CFR 5.609(b)  
Generally, all income is included unless it is specifically excluded.   
The new rule: 

- Removes the examples of included income sources and provides a broader definition of 
income. 

- Includes an expanded and clarified list of income exclusions.   

- Also refer to HOTMA Income and Exclusions Resources Sheet for all exclusions.  
       
Annual Income  
Regulations: 24 CFR §§ 5.609(a)(1)–(a)(2) 
 
Annual income includes all amounts received from all sources by each member of the family 
who is 18 years of age or older, the head of household, or spouse of the head of household, in 
addition to unearned income received by or on behalf of each dependent who is under 18 years 
of age.  Annual income does not include amounts specifically excluded in paragraph (b) of 24 
CFR § 5.609. See Attachment G (Income Exclusions). All amounts received by the head of 
household, co-head, or spouse, including the income of a day laborer, independent contractor, 
and seasonal worker (see 6-III.B paragraphs a, b, and c, below) are included in annual income 
regardless of age unless otherwise excluded in paragraph (b) of 24 CFR § 5.609. 
 
Note: Annual income includes “all amounts received,” not the amount that a family may be 
legally entitled to receive but did not. For example, a family’s child-support or alimony income 
must be based on payments received, not the amounts the family is entitled to receive based on 
any court or agency order. A copy of a court order or other written payment agreement alone 
may not be sufficient verification of amounts received by a family. However, when a family 
member’s wages or benefits are garnished, levied, or withheld to pay restitution, child support, 
tax debt, student loan debt, or other applicable debts, PHAs must use the gross amount of the 
income, before the reduction, to determine a family’s annual income.   
 
Annual income also includes all actual anticipated income from assets even if the asset is 
excluded from net family assets but the income from the asset is not otherwise excluded.  
 
Imputed returns on net family assets are included in annual income only when net family assets 
exceed $50,000 (a figure that is annually adjusted for inflation) and actual asset income cannot 
be calculated for all assets (see Part 6-V. D. below, for a discussion of scenarios where income 
can be calculated for some but not all assets). PHAs will not impute income from assets if the 
total value of net family assets is equal to or less than $50,000 (as adjusted by inflation). See 
Part 6-V.B. below - (Determining Net Family Assets), below, for the definition of net family 
assets and paragraph F.6 (Actual and Imputed Income from Assets). 
 
PHA Discretion: None. 
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The following chart, General Rules for Income and Excluded Income, summarizes the 
basic types of annual income: 
 

General Rules for Included and Excluded Income33 

Live-in Aides Income from all sources is excluded [24 CFR 5.609(c)(5)]. 

Foster Care 
Children/Adults  

Income from all sources is excluded [24 CFR 5.609(a)(1)]. 

Head, Spouse, or Cohead 
Other Adult Family 
Members 

Earned income Included: Full amount, before payroll 
deductions, wages and salaries, overtime pay, commission, 
fees, tips, bonuses, and other compensation. 

Asset income earned over a 12-month period on assets to 
which the family has access is included.38 

Benefit income e.g., Social Security, Supplemental 
Security Income, disability, unemployment, TANF. 

Regular contributions or gifts (cash or non-cash) are 
provided regularly. Contribution may include rent and 
utility payments paid on behalf of the family. [24 CFR 
5.609(b)(7)]. 

All sources of income not specifically excluded by the 
regulations are included.  

 

Children under 18 years of 
age 

Earned income is excluded [24 CFR 5.609(c)(1)]. 

Asset income earned over a 12-month period on assets to 
which the family has access is included.38 

Benefit income e.g., Social Security, Supplemental 
Security Income, disability, unemployment, TANF. 

Regular contributions or gifts (cash or non-cash) are 
provided regularly. Contribution may include rent and 
utility payments paid on behalf of the family. [24 CFR 
5.609(b)(7)]. 

All other sources of income, except those specifically 
excluded by the regulations, are included.  
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Full-time students 18 years 
of age or older (not head, 
spouse, or cohead) 

Earned income included up to $480/year [24 CFR 
5.609(c)(11)]. This amount will be adjusted annually. Refer 
to Exhibit 6-3. 

Full amount, before payroll deductions, wages and salaries, 
overtime pay, commission, fees, tips, bonuses, and other 
compensation.  

Note: Include the entire amount if less than $480 annually.  

Asset income earned over a 12-month period on assets to 
which the family has access is included.38 

Benefit income e.g., Social Security, Supplemental 
Security Income, disability, unemployment, TANF. 

Regular contributions or gifts (cash or non-cash) are 
provided regularly. Contribution may include rent and 
utility payments paid on behalf of the family. [24 CFR 
5.609(b)(7)]. 

All sources of income not specifically excluded by the 
regulations are included.  

 
 
 
Income of Live-in Aides, Foster Children, and Foster Adults  
Regulation: 24 CFR § 5.609(b)(8)  
 
The income of a live-in aide, foster child, or foster adult as defined in 24 CFR §§ 5.403 and 
5.603 is excluded from the family’s calculation of annual income.  
 
PHA Discretion: None.  
 
Foster Children / Adults Payments  
24 CFR 5.609(b)(8) 
 
The income of foster child or adult (as defined in 24 CFR 5.403 and 5.603 are excluded. 
Foster adults and foster children are members of the household and are considered when 
determining appropriate unit size.  However, they are not considered members of the “assisted 
family” in determining annual and adjusted income or net family assets; nor are the assets of 
foster adults or children taken into consideration for purposes of asset limitation.  However, 
reasonable unreimbursed childcare expenses (as defined in 5.603) for foster children under 13 
years of age may be deducted from annual income if those expenses are necessary to enable a 
member of the family to work, look for work, or  to further their education, but only if the 
unreimbursed childcare expense for the care of the foster child is paid from the family’s annual 
income (and not another source, such as stipend from a child welfare agency. 
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Minors Earned Income  
[24 CFR 5.609(b)(3)] 
All earned income of all children under the age of 18, including foster children, is excluded.  
 
Earned Income of Dependent Full-Time Students  
Regulation: 24 CFR § 5.609(b)(14)  

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

The dependent deduction will be adjusted annually by the (CPI–W). Full-time dependent 
students are eligible to receive both the $480 (as adjusted for inflation) dependent deduction, 
and the exclusion described in this paragraph.  

PHA Discretion: None.  
 
6-III.B. EARNED INCOME 
Regulation: 24 CFR § 5.609(b)(1) 

Full amount, before payroll deductions, of wages and salaries, overtime pay, commissions, fees, 
tips and bonuses, and other compensation.  Regulation: 24 CFR § 5.100 - Earned Income is 
defined as income or earnings from wages, tips, salaries, other employee compensation, and net 
income from self-employment. Earned income does not include any pension or annuity, transfer 
payments (meaning payments made or income received in which no goods or services are being 
paid for, such as welfare assistance, Social Security, and other governmental subsidies/benefits), 
or any cash or in-kind benefits.  
 
PHA Discretion: None.  
 

PHA Policy 
 

For Tips: 
Unless tips are included in a family member’s paystubs or traditional third-party, or W-2 
verification, the PHA will require family members to provide verification from the 
employer.  If an employer is unable to provide the tips information needed, the PHA will 
accept a signed self-certification certifying estimate of tips received for the prior year or 
tips anticipated to be received in the coming year.  
 
Other Employees’ Compensation (Bonuses or Commissions) 
Unless the bonuses or commissions are included in a family member’s paystubs, 
traditional third-party verification, or W-2 form, the PHA will require family members 
to provide written verification from their employer stating that they do not have this 
information on hand.  Then the PHA will accept a signed BHA format Self-Certification 
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of Income from the family members to be filed in the tenant’s file with all other income 
verifications. The PHA will follow HUD’s verification hierarchy. The PHA will count 
only the amount provided or estimated by the employer or the family to anticipate 
annual income from bonuses and commissions.  

 

a) Definition of Day Laborer 

Regulation: 24 CFR § 5.603(b)  

Summary: A day laborer is defined as an individual hired and paid one day at a time without an 
agreement that the individual will be hired or work again in the future. Income earned as a day 
laborer is not considered nonrecurring income under 24 CFR § 5.609(b)(24) and must be 
included, unless specifically excluded in 24 CFR § 5.609(b) (e.g., earnings of full-time students 
over the dependent deduction (24 CFR §§ 5.609(b)(3), (b)(14), etc.).  

PHA Discretion: None. 
 
b) Definition of Independent Contractor  
     Regulation: 24 CFR § 5.603(b)  
 
Summary: An independent contractor is an individual who qualifies as an independent 
contractor instead of an employee by the Internal Revenue Code federal income tax 
requirements and whose earnings are consequently subject to the self-employment tax. In 
general, an individual is an independent contractor if they have the right to control or direct only 
the conduct of the work. For example, while instructions and route information are generally 
provided, third-party delivery and transportation service providers are considered independent 
contractors unless state law dictates otherwise. In addition, individuals considered “gig 
workers,” such as babysitters, landscapers, rideshare drivers, and house cleaners, typically fall 
into the category of independent contractors. Income earned as an independent contractor is not 
considered nonrecurring income and must be included unless specifically excluded in 24 CFR § 
5.609(b) (e.g., 24 CFR §§ 5.609(b)(3), (b)(14), etc.).  

PHA Discretion: None.  
 

c) Definition of Seasonal Worker  
    Regulation: 24 CFR § 5.603(b)  

Summary: A seasonal worker is defined as an individual who is: 1) hired into a short-term 
position (e.g., for which the customary employment period for the position is 6 months or 
fewer); and 2) the employment begins about the same time each year (such as summer or 
winter). Typically, the individual is hired to address seasonal demands that arise for the 
employer or industry. Some examples of seasonal work include employment limited to holidays 
or agricultural seasons. Seasonal work may include but is not limited to employment as a 
lifeguard, ballpark vendor, or snowplow driver. Income earned as a seasonal worker is not 
considered nonrecurring income and must be included unless specifically excluded in 24 CFR § 
5.609(b) (e.g., § 5.609(b)(14), etc.).  
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PHA Discretion: None.  
 

d) Military Pay 
All regular pay, special pay, and allowances of a member of the Armed Forces are counted [24 
CFR 5.609(b)(8)] except for the special pay to a family member serving in the Armed Forces 
who is exposed to hostile fire [24 CFR 5.609 (c)(7)]. 
 
6-III.C. Self-Employment or Operation of a Business 
 
 Gross Income from Self-Employment or Operation of a Business  
Regulation: 24 CFR §§ 5.609(b)(24) and 5.609(b)(28)  

The gross income received by a family through self-employment or the operation of a business 
is excluded from income. Gross income is all income amounts received into the business, before 
the deduction of business expenses. To determine the amount of business or self-employment 
income included in a family’s annual income, the net income of the business must first be 
determined. Net income is the “gross income amount minus business expenses” that allows the 
business to operate. The net income from self-employment or the operation of a business is 
considered income. Expenditures for business expansion or amortization of capital indebtedness 
are not deductible when determining the income from a business. An allowance for the 
depreciation of assets used in a business or profession may be deducted, based on a straight-line 
depreciation, as provided in IRS’s regulations.  Any withdrawal of cash or assets from the 
operation of a business is income except to the extent that such withdrawal is to reimburse the 
family member for cash or assets that the family has invested in the operation of the business.  

 
Example: Exclusion of Gross Income from  
Self-Employment or Operation of a Business  
 

Bill Conrad is the sole owner of BC Lawn Service. BC Lawn Service grossed $75,000 
annually in 2024. BC Lawn Service also incurred a total of $35,000 in business expenses, 
including lawn equipment, rakes, insurance, depreciation of a tractor, and wage payments. 
After subtracting the $35,000 in business expenses from the $75,000 gross income, the net 
income is $40,000, which will be included in Bill’s calculation of annual income.  

 
PHA Discretion: None. 

PHA Policy 
To determine business expenses that may be deducted from gross income, the PHA will 
use current applicable Internal Revenue Service (IRS) rules for determining allowable 
business expenses [see IRS Publication 535], unless a topic is addressed by HUD 
regulations or guidance.  PHA will calculate net income based on the verification 
received. The family must provide the required verifications. Refer to Chapter 7 – 
Verification. 
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6-III.D. Elimination of the Earned Income Disregard (EID)  
Regulation: 24 CFR § 5.611  
The Earned Income Disregard (EID) will not apply to any family who is not eligible for and 
already participating in the disallowance as of December 31, 2023.  
 
The EID allowed eligible families to have a portion of their earned income excluded from 
annual income for a maximum period of 24 consecutive months. Although HOTMA eliminates 
the EID from HUD regulations, families who were receiving the EID benefit as of December 
31, 2023, may continue to receive the full benefit until the remaining timeframe for an 
individual family’s EID expires.  
 
Because the EID lasts up to 24 consecutive months, no family will still be receiving the EID 
benefit after December 31, 2025.  
 
PHA Discretion: None. 
 
Public Housing program participants qualifying for Earned Income Disallowance or Disregard 
(EID) were eligible to have a portion of their earned income excluded from annual income for a 
maximum of 24 consecutive months.  
 
Qualifying individuals were current program participants (applicants were ineligible) who had 
an increase in annual income because of: 
 

 Employment, and they had been unemployed or experiencing “underemployment” for 
one or more years prior to employment.  Underemployment was defined as earning less 
than the amount calculated at 10 hours weekly for 50 weeks at the establishment 
minimum wages for the applicable locality. 

 
 An increase in earnings during participation in a self-sufficiency or job training program; 

or  
 

 Employment or an increase in earnings and the participant having received Temporary 
Assistance for Needy Families (TANF) benefits or services within the past six months. 

 
For qualifying participants, PHA was required to: 
 
Excluded the full amount of the increase in income for the initial 12 consecutive months out of 
the 24 total months based on the date the qualified individual became employed or experienced 
an increase in earned income.  
 
Exclude at least 50% of the increase in income for the remaining 12 consecutive months out of 
24 total months after the initial 12-month period.  Begin the exclusion on the first of the month 
after the qualifying change.  
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PHA Policy 
Since HOTMA eliminates the EID from HUD regulations, families who are receiving 
the EID benefit as of December 31, 2023, may continue to receive the full benefit until 
the remaining timeframe for an individual family’s EID expires. Because the EID lasts 
up to 24 consecutive months, no family will still be receiving the EID benefit after 
December 31, 2025 

 
6-III.E. Training Programs 
 
HUD-Funded Training Programs –  
24 CFR 5.609(c)(8)(i) 
All amounts received under any training program funded by HUD are excluded.54  
 
Employment Training Programs  
24 CFR 5.609(b)(12)(iv) 
 
Incremental earnings and benefits from training programs funded by HUD or qualifying federal, 
state, tribal, or local employment training programs (including training programs not affiliated 
with local government) and training of a family member as resident management staff. Excluded 
amounts must be received with clearly defined goals and objectives and only excluded during the 
participation in the program unless the amounts are excluded as Federal Financial Aide 
(5.609(b)(9)(i).  

PHA Policy 
The PHA defines a training program as “a learning process with goals and objectives, 
generally having a variety of components, and taking place in a series of sessions over a 
period. It is designed to lead to a higher level of proficiency, and it enhances the 
individual’s ability to obtain employment. It may have performance standards to measure 
proficiency.  
 
Training may include but is not limited to:  
 

 Take part in a series of sessions over a period.  
 Be designed to lead to a higher level of proficiency.  
 Enhance the individual’s ability to become employed.  
 Have performance standards.  
 Provide classroom training.  
 Provide on-the-job training.  
 Provide basic education. 
 

The end of participation in a training program must be reported by the PHA's interim 
reporting requirements (see Chapter 9 - Reexaminations). 
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6-III.F. Definition of Unearned Income  
  Regulation: 24 CFR § 5.100  
  Unearned income means any annual income, as calculated under 24 CFR § 5.609, 
  that is not earned income.  
 
  PHA Discretion: None. 
 
6-III.G. Social Security and Other Benefits Income 
 
The gross amount of social security benefits income, before Medicare or other deductions, must 
be counted as income, except for specific amounts excluded under 24 CFR 5.609(c)(14).57  If 
social security benefits are reduced to make up for prior overpayments, HUD’s policy dictates 
that PHAs count the income the Social Security Administration will provide (the amount 
received)—not the amount that would have been provided if no error had been made.  
 
This policy also applies to other similar benefits as well as social security.58 When Social 
Security, Supplemental Security (SSI), or veterans’ disability benefits are paid in a lump sum or 
prospective monthly amounts because of deferred periodic payments, that amount is excluded 
from annual income.59  
 
6-III.H. Alimony and Child Support 

 
PHAs must count as income alimony and child support amounts received, such as part of a 
divorce or separation agreement.62 HUD strongly encourages PHAs to determine in their policies 
what documentation is required to show what the family receives. For example, if the household 
has filed with the local support enforcement agency, printouts from the agency may indicate the 
frequency and amounts of payments received. 

PHA Policy 
To determine annual income from child support or alimony, the PHA will use any 
available information concerning alimony and child support received.  The underlying 
goal is to determine anticipated annual income over the next 12 months.  
 
For alimony, the PHA will accept as verification court-ordered documents of divorce or 
separation showing frequency and amount of payment to anticipate annual income for the 
next 12 months, including any printouts.    
 
For child support, if the household has filed with the local support enforcement agency, 
printouts from the agency showing the frequency and amounts of payments received will 
be accepted as verification to anticipate annual income for the next 12 months. Families 
are not required to undertake independent enforcement action. 
 
If a family reports not receiving support payments, and the support printout shows that no 
payments have been made in the past 30 days, the PHA will not include child support in 
annual income.   
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If a family reports that they are receiving support payments and the printout shows that 
payments have been made in the last 3 months, regular or irregular payments, the PHA 
will take the total amount paid in the past 3 months and annualize by multiply by 4.   
 
Any lump-sum payment over $1000 in the past 3 months will be removed before 
annualizing and then added back to the annualized amount.  When determining the last 3 
months of payments, the PHA will look at the date the printout was printed to determine 
a fair average of 3 full months of payments.  For example, if the printout is dated May 25, 
the PHA will not use any payments made in the month of May, rather it will use the 
months of April, March, and February.  Nevertheless, since child support can be one of 
the most difficult types of income to calculate, the PHA will use any currently available 
information from the local support enforcement agency printout, or court ordered.   
 
Note: If a support payment printout is not available due to being a new or recent support 
court order, the PHA will use the court order document provided by the tenant showing 
the amount and frequency of payments. The tenant is responsible for reporting any future 
changes.   
 
For voluntary support, the family must provide the name, address, and phone number 
of the child’s parents paying the voluntary support for the PHA to verify the information 
by sending a PHA format Voluntary Support Verification.  If efforts to verify by mail, 
email, or phone call have failed, then the family is to provide a self-certification to 
anticipate annual income or to remove voluntary support from the family annual income. 
 

6-III.I. Lump Sum Payment from Unemployment or Welfare Assistance 
 
Generally, lump sum payments received by a family, such as insurance payments and settlements 
for personal or property losses are considered assets, not income.46  

 

Lump sum payments caused by delays in processing periodic payments, such as unemployment 
or welfare assistance, are included as income.47 However, any portion of the lump sum that is 
paid for a period before admission in the public housing program would not be counted as annual 
income.  
 
6-III.J. In-Kind Income  
 

In-kind Income to pay bills will be considered income.  See Chapter 6, Part IX: Exhibit 6-1 
Income Exclusions – 1-f. Nonrecurring Income and Chapter 7, Verification, Part: I. 7-I.V. Zero 
Income Reviews. 
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6-III.K. Withdrawal from Investments as Income 
 
PHAs must include periodic payments from investments as income except to the extent the 
withdrawal is reimbursement of cash or assets invested by the family.48 For example, if a tenant 
invested $5,000 to purchase an annuity which is now worth $20,000 and is now receiving 
monthly installments, income would not be counted until the full $5,000 amount invested has 
been reimbursed.  
 
6-III.L. Welfare Assistance  
 
Welfare assistance is counted in annual income.  Welfare assistance includes Temporary 
Assistance for Needy Families (TANF) and any payments to individuals or families based on 
need that are made under programs funded separately or jointly by federal, state, or local 
government [24 CFR 5.603 (b)].  

 
PHA Policy 
To determine annual income, the PHA will accept current tenant-provided third-party 
notice from the local Department of Welfare showing benefit amounts received from 
assistance such as TANF or General Assistance or will accept current printouts of 
benefits from PA COMPASS.     

 
6-III.M. Welfare Benefit Reduction 24 CFR 5.615 
 
The PHA may not include imputed welfare income at the time of admission if the family was not 
assisted at the time the sanction was imposed.   
 
However, if an assisted family commits welfare fraud or has been sanctioned due to non-
compliance with economic self-sufficiency requirements, the PHA may not reduce the family 
rent.   
 
Welfare benefit reduction affects families who receive welfare assistance or other public 
assistance benefits from a State or other public agency under a program for which Federal, State, 
or local law requires that members of the family must participate in an economic self-sufficiency 
program as a condition for such assistance.   
 
Imputed welfare income is the amount of annual income not received by a family because of a 
specified welfare benefit reduction, that is included in the family’s annual income to determine 
rent.  
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Specified welfare benefit reduction does not include a reduction or termination of welfare 
benefits: 
 

 At the expiration of a lifetime or other time limit of welfare benefits, 
 Because a family member is not able to obtain employment, even though they have 

complied with requirements, or 
 Because a family has not complied with other welfare agency requirements. 

 
Therefore, at the request of the PHA, the Welfare agency will inform the PHA of writing the 
amount and term of the specified benefit reduction, the reason for the reduction, and any 
subsequent changes in the term or amount of such benefit reduction.   
 
The PHA will use this information to determine the amount of imputed welfare income to be 
entered into the HUD50058.  
 
A family’s annual income includes the amount of imputed welfare income plus the total amount 
of other income.   
 
The amount of imputed welfare income is offset by the amount of additional income a family 
receives after the time the sanction was imposed. 

 
PHA Policy  
PHA will comply with all welfare benefit reduction requirements. PHA will verify all 
reported welfare reductions to determine the cause of reduction and the imputed 
welfare income, if applicable.   
 
The PHA will request written verification from the welfare agency that the benefit 
reduction was caused by welfare fraud or non-compliance with economic self-
sufficiency requirements before determining annual income or denying a family’s 
request for a reduction in annual income in the case of a specified welfare benefit 
reduction.  
 
The PHA will also verify the amount and term of the specified welfare benefit 
reduction. 
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The following are the steps the PHA will take to ensure that the requirements for 
the welfare benefit reduction are being carried out: 
 
Step 1:  Tenant is receiving TANF benefit of $780 per month, but the tenant reports a 
decrease in income due to a welfare benefit reduction.   
 
Step 2: If the tenant fails to provide the PHA with the notice they received from the 
Department of Welfare stating the reason for the welfare benefit reduction, the PHA 
must follow up and verify in writing if the welfare benefit reduction was due to 
welfare fraud or non-compliance with economic self-sufficiency requirements. 
 
Step 3:  Once the PHA verifies any of these two causes, the PHA will process an 
interim reexamination to report these changes on the HUD50058 under the 7b income 
code “IW” for annual imputed welfare income, regardless of the interim policy.   
 
Step 4: Once PHA processes HUD50058, the PHA will send the tenant a rent 
amendment along with a PHA format Welfare Reform Act Notice.   
 
Step 5: PHA will then place in the tenant’s certification file a PHA format “Alert 
Imputed Welfare Income Worksheet to monitor tenant’s imputed welfare amount as 
the tenant continues to report changes of income.   
 
Step 6: The amount of imputed welfare income is offset by the amount of additional 
income a family receives after the time the sanction was imposed. 
 

Verifying a Specified Welfare Benefit Reduction: PHA must request written verification 
from the welfare agency that the benefit reduction was caused by noncompliance with 
economic self-sufficiency requirements or welfare fraud before determining annual income or 
denying a family’s action in annual income in the case of a specified welfare benefit 
reduction.  
 
The PHA also must verify the amount and term of the specified welfare benefit reduction.66 
HUD strongly encourages PHAs to make good faith efforts to enter into cooperation 
agreements with local welfare agencies, not only to obtain the necessary information regarding 
welfare sanctions, but also to target economic self-sufficiency and other services to families.  
Any family whose assistance is adversely affected because of PHA enforcement of these 
requirements must be notified of their right to an informal hearing.67  
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Calculating Imputed Welfare Income  

The amount of annual income not actually received because of a specified welfare benefit 
reduction but included in annual income for determining rent is called imputed welfare 
income.  

When a specified welfare benefit reduction occurs, the family’s annual income includes the 
amount of the imputed welfare income plus the total amount of other annual income.68  

 
If the family was not an assisted family at the time of the sanction, the PHA must not include 
imputed welfare income in annual income at admission.69 Refer to the below Table and 
Examples. 

The table below breaks down the possible reasons for benefit reduction or 
termination and whether imputed welfare assistance needs to be included in annual 
income.  

 

Reasons for welfare benefits reduction or termination: Is imputed welfare assistance 

included in annual income?70 

Due to a limit of how long benefits may be received. No, imputed welfare assistance is 

not included in income 

The family was not able to obtain required 

employment, however, the family complied with 

welfare program economic self-sufficiency 

requirements 

No, imputed welfare assistance is 

not included in income. 

The family has not complied with other welfare 

agency requirements. For example, the family did not 

attend their welfare recertification appointment 

No, imputed welfare assistance is 

not included in income. 

The family committed welfare fraud. Yes, imputed welfare assistance 

must be included in income 

The family did not comply with economic 

self-sufficiency requirements 

Yes, imputed welfare assistance 

must be included in income 

         
.71Income from other sources received by the family after the sanction is imposed offsets the 
amount of imputed welfare income.  
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For example, if the family has found employment in the time between the sanction and the 
income certification, the new employment income would be subtracted from the imputed welfare 
income. If the new employment income were to be equal to or greater than the imputed welfare 
income, there would be no need to include the imputed welfare income in the determination of 
annual income.  

Imputed Welfare Income Examples 

 Scenario #1 Scenario #2 Scenario #3 

 An assisted family 
is receiving 
$500/month in 
welfare benefits 
(TANF). 
Benefits stop due 
to welfare fraud. 

An assisted family 
is receiving 
$500/month in 
welfare benefits 
(TANF). 
Benefits are 
reduced to 
$200/month due 
to noncompliance 
with economic 
self-sufficiency. 

A previously 
unassisted family 
was receiving 
$500/month in 
welfare benefits 
(TANF). 
Benefits stop due 
to fraud. 

TANF Income before 
specified welfare 
benefit reduction 

$500 $500 $500 

Current TANF Income $0 $200 $0 
Imputed Welfare Income $500 $300 $0 
Total Monthly Income $500 $500 $0 
 A family member 

begins working, 
earning 
$200/month 

A family member 
begins working, 
earning 
$200/month 

A family member 
begins working, 
earning 
$400/month 
 

TANF Income $0 $200 $0 
Employment Income 
(offsets imputed welfare 
income) 

$200 $200 $400 

Imputed Welfare Income 
(Prior imputed welfare 
income – employment 
income) 

$300 
($500 - $200) 

$100 
($300 - $200) 

$0 
($0) no imputed  
welfare income as 
sanction imposed 
prior to the family 
receiving housing 
assistance 

Total Monthly Income $500 $500 $400 
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6-III.N. Income for Temporarily and Permanently Absent Family Members 
 
PHAs must count all income of family members approved by the PHA to reside in the unit, 
even if they are temporarily absent.42  
 
It is important for the PHA to make a distinction between permanent and temporary absence and 
define what constitutes permanent and temporary absence in its policies.  
 
For example, the absence of a family member employed at a temporary job on the other side of 
the State may be considered temporary, while an absence of a family member because of a 
divorce action may be considered permanent. If a family member is confined to a nursing home 
or hospital on a permanent basis, PHAs may determine that that person is no longer a member 
of the assisted household, and the income of that person is not counted.  
 
Public Housing program regulations do not define “temporarily or permanently absent” or 
specify a timeframe associated with a temporary versus a permanent absence.  
 
PHAs have broad discretion to define this and must include all associated definitions in 
their ACOP.  

PHA Policy 
 
The head of household, spouse, or co-head who signed the lease with the PHA are 
required to report all changes in their family composition within 10 days of occurrence.  
Therefore, they are required to determine if a family member from their assisted 
household is temporarily or permanently absent from their household.   
 
If the family member is considered temporarily absent from the household due to short 
or long-term temporary jobs out of the area, or temporarily confine to a professional 
medical facility, the family member will still be consider a family a member and their 
income will be counted in the family’s annual income, unless the head of household, 
spouse, or co-head request to delete family member from the household and provides 
verification from a third-party source.  
 
The PHA will count the income of family members approved to live in the unit, even if 
the family member is temporarily absent from the unit.  An individual who is or is 
expected to be absent from the assisted unit for 180 consecutive days or less is 
considered temporarily absent and continues to be considered a public housing member.     
 
With specific exception, an individual who is or is expected to be absent from the 
assisted unit for more than 180 consecutive days is considered permanently absent and 
no longer a public housing member.  Exceptions are discussed below. 
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6-III.O. Absent Students 
 
PHA Policy 
When a family member attends schools away from home, that individual will continue to 
be considered a family member unless information becomes available to the PHA 
indicating that the student has established a separate household, or the family declares 
that the students has established a separate household.  In the case of students living in 
off-campus student housing this is not considered to be establishing a separate household.  
 
The head, spouse, or co-head must request absent students to be deleted from the 
household and provide proof of residency.  
 

6-III.P. Absences Due to Placement in Foster Care 
 
Children temporarily absent from home because of placement in foster care are considered 
members of the family [24 CFR 5.403]. Any income they may receive will be included in the 
family’s annual income, unless the family provides verification from the third-party income 
source that the family is no longer receiving the income source.   

 
PHA Policy 
If a child has been placed in foster care, the PHA will verify with the appropriate agency 
whether and when the child is expected to be returned to the home. Unless the agency 
confirms that the child has been permanently removed from the home, the child will be 
counted as a family member and the child’s income will continue to be included in the 
family’s annual income, unless family provides verification that the family is no longer 
receiving income for the child, such as SSI, SS, or child support. 

 
6-III.Q. Absent Head, Spouse, or Co-Head, or Adult 
 
PHAs have discretion to determine when or if a family member should be removed from the 
lease based on the length of time, they have been absent from the unit. HUD regulations do not 
define “temporarily or permanently absent” or specify a timeframe associated with a temporary 
versus a permanent absence. PHAs have discretion to define this and the policy choices in the 
ACOP. For example, the best practice is to consider the household member permanently absent 
after 180 consecutive days. 

 
PHA Policy 
An employed head, spouse, or co-head, or adult absent from the unit for more than 180 
consecutive days due to employment will continue to be counted as a family member. If 
any of these adults family member absent from the unit for more than 180 consecutive 
days due to temporarily in a professional medical facility, the family member will 
continue to be considered an assisted family member and their income will be counted in 
the family’s annual income, unless the head, spouse, or co-head request that the family 
member be deleted from the household.  
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If a head, spouse, or co-head will be absent from the household for more than 180 
consecutive days, that individual is required to report this to the PHA within 10 days of 
the date the individual intends to be absent. All parties who signed the lease are required 
to inform the PHA if they will be absent from the household temporarily or permanently. 
 
If temporarily absent, their income will be counted in the family’s annual income, unless 
they can demonstrate a reason why their income should not be counted.  For example, 
they are temporarily in a nursing facility and their social security benefit is required to go 
to the nursing facility.   
 
If the head, spouse, or co-head, fails to report their absent to the PHA as required above, 
and have been out of the household for more than 180 consecutive days, the remaining 
party who signed the lease, has the responsibility to consider the absent individual 
permanently absent from the household, and request for the absent individual to be 
deleted from the household and request a lease revision.  
 
Nevertheless, the PHA will first attempt to contact the absent head, spouse, or co-head, to 
confirm absences.  PHA will maintain tenant’s files well documented.   
 
For verification of deletion from household for an adult: 
The PHA will require a family to provide a current PA Driver’s License, or PA ID card 
showing their change of address, letter from their income source showing change of 
address if applicable, and a residency lease if applicable.  
 
PHA will use tenant self-certification from the head, co-head, or spouse, as a last resort.   

 
6-III.R. Family Member Confined for Medical Reasons   
             PHA Policy 

A family member confined to a nursing home or hospital on a permanent basis is not 
counted as a public housing family member.  If there is a question about the status of a 
family member, the PHA will request verification from a licensed medical professional 
and will use this determination.   
 
If the medical professional responsible cannot provide a determination as to their status 
of being absent from the household for medical reasons, the person will be considered 
temporary absent.  The family may present evidence that the family member is confined 
on a permanent basis and request that the person not be counted as a public housing 
family member.   
 
If the member is counted as a public housing family member, all income will be counted 
in the annual income unless the PHA receives verification that income is being forwarded 
directly to the medical facility such as social security, SSI, etc.  
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6-III-S. Absences Due to Incarceration  
PHA Policy 
If a family member is expected to be incarcerated for more than 60 days, that person will 
not be considered a family member and must be deleted from the household.  If the 
individual intends to return to the unit following incarceration, the individual is subject to 
eligibility and screening requirements discussed in the chapter on eligibility.  This applies 
also to the head and co-head of the household. All income will be included in the 
family’s annual income such as social security, pension, etc. 

 
6-III-T. Joint Custody of Children 

PHA Policy 
Dependents that are subject to joint custody arrangement will be considered a member of 
the family if they live with the applicant or family 50 percent or more of the time.  When 
more than one applicant or assisted family (regardless of program) is claiming the same 
dependents as part of their family members, the family with primary custody at the time 
of admission or reexamination will be able to claim the dependents and the dependent’s 
income will be counted in the family’s annual income, regardless if one parent is an 
assisted family, and the other parent lives in a private sector outside of housing 
assistance. If there is a dispute about which family should claim, the PHA will make the 
determination based on available documents such as court orders, an IRS income tax 
return showing which family has claimed the child for income tax purposes, school 
records, or other credible documentation.  The PHA will make any determination on the 
best available information.   

 
6-III.U. Caretakers for Remaining Minor Child 

PHA Policy 
The approval of a caretaker is subject to the PHA’s screening criteria. If neither a parent 
nor a designated guardian remains in a household, the PHA will take the following 
actions: The PHA may permit a temporary adult guardian currently not on the lease to 
reside in the unit until a court-appointed guardian is established. Once established, the 
PHA may add the new guardian as the new head of household in accordance with its 
screening policies. If a caretaker has assumed responsibility for a child without the 
involvement of a responsible agency or formal assignment of custody or legal 
guardianship, the caretaker will be treated as a visitor for 90 days. After the 90 days have 
elapsed, the caretaker will be considered a family member unless information is provided 
that would confirm that the caretaker’s role is temporary. In such cases the PHA will 
extend the caretaker’s status as an eligible visitor. At any time that custody or 
guardianship legally has been awarded to a caretaker, the lease will be transferred to the 
caretaker, as head of household. During any period that a caretaker is considered a 
visitor, the income of the caretaker is not counted in annual income and the caretaker 
does not qualify the family for any deductions from income. At the discretion of the 
PHA, for the safety of the minor child, the PHA will seek assistance from the local 
Children and Youth Department agency to report the remaining child or children left in 
the household without a legally designated caretaker/guardian. 
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PART IV:   
ANNUALIZIG AND CALCULATING INCOME 

 
 
6-IV.A. Annualizing Income –  

24 CFR § 5.609(a)(2) and (d) 73 24 CFR § 960.253(e) 
 
Once all household characteristics and sources of income are known and verified, the PHA must 
anticipate the family’s income over the next 12 months.72  
 
PHAs may choose among several methods of annualizing income to determine the anticipated 
annual income.  
 
Policies for determining annual income are to be included in the agency’s ACOP and PHAs must 
inform the families of the income calculation method that would be applied to them so that the 
family can plan accordingly.73 
 

The following table describes popular acceptable methods of calculating annual income 
and when they are most appropriate to use. 
 
 
Calculation Method         Description    When to Use 
 
Year-to-date 

 
Divide the total gross YTD income 
into the most recent paystub by number 
of pay periods as of date on paystub 
then multiply by total number of pay 
periods in a full year.  
Check the frequency table to determine 
the number of pay periods in a year.  

 
Participants have held the 
same job since before January 
1st of the current year, and the 
most recent paystub is dated 
after March 1st of the current 
year. There are fluctuations in 
the participants’ income 
throughout the year. 

 
Average gross pay 

 
Take the average gross pay on the most 
recent paystubs (at least 2) 

 
When participants’ pay varies 
between pay periods, has 
multiple jobs or schedule 
includes periodic mandatory 
overtime and participant has 
not the same job since January 
1st of the current year. 

 
Base times (x) rate 

 
Take the estimated number of hours 
from the offer letter, contract, or 
employment verification (if range of 
hours provided, take the average) and 
multiply it by the verified hourly rate 

 
When a Participant has started 
a new job and does not have 
enough pay stubs to estimate 
income.  
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to determine the amount per pay 
period.  Then multiply by the number 
of pay periods in a full year. 
Check the frequency table to determine 
the number of pay periods in a year.  

 
Irregular 

 
Gather income information from all 
sources over a specific time from (all 
pay from a one-month or three-month 
period depending on frequency). 
Average the among over that 
timeframe and annualize it over a full 
year (i.e. average pay over 3 months 
multiplied by 4 would provide an 
average for the full year.  

 
When a participant has a 
temporary, variable or 
seasonal schedule, has worked 
sporadically throughout the 
year, has a combination of any 
of the above or an on-call or 
otherwise unpredictable 
schedule or rate of pay (i.e. 
day work/construction work 
based on project need or ride-
share driver) 

Frequency of Pay 
Weekly 
Bi-weekly 
Bi-monthly 
Monthly  

Number of Pay Period Annually: 
52 
26 
24 
12 

 

                                                    
If it is not feasible to anticipate a level of income over a 12-month period (e.g., seasonal, or 
cyclic income) or the PHA believes that past income is the best available indicator of expected 
future income, the PHA may annualize the income anticipated for a shorter period, subject to 
redetermination at the end of the shorter period.74 
 

PHA Policy 

The PHA opted to use frequency of pay.  The PHA’s goal is to anticipate the unearned 
annual income and earned annual income.   

Concerning earned income, the PHA goal is to anticipate earned annual income to be 
received and comply with HUD’s minimum two consecutive paystubs requirement of the 
Third-Party Verification Techniques.  However, if two (2) paystubs do not reflect an 
accurate accounting of the member’s annual income, the PHA shall request more 
paystubs.  

When two current and consecutive pay stubs are not available, the PHA will project 
income based on the information from a traditional written third-party verification form 
or the best available information as noted in the above table that describes popular 
acceptable methods of calculating annual income and when they are most appropriate to 
use. 

When two current and consecutive paystubs are available, PHA will use the minimum of 
the required two paystubs to anticipate the gross annual wages to be received.  PHA will 
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calculate the current and consecutive gross amounts shown on the paystubs, according to 
frequency of pay weekly, bi-weekly, semi-monthly, or monthly pay.  The PHA will use 
calculating tape and attach it to the verifications. This is straightforward.  

However, if the paystubs or traditional written third-party verification indicates partial 
pay, the PHA will discuss it with the tenants and require a minimum of three (3) current 
and consecutive paystubs and use the second and third paystub to determine the average 
anticipated gross annual income from wages.   

The PHA’s goal is to take into consideration any known factors that would influence a 
fair and reasonable expectation of tenants’ gross annual wages for the coming year.    

If a family reports hours decreased, the tenant will have to provide four current and 
consecutive paystubs to determine decreased anticipated income, or a letter from their 
employer noting the changes in hours worked per week, the current pay rate, and an 
effective date of decreased hours. 

Note: When using traditional third-party verification, BHA will not use the greater 
amount between gross amounts actually paid and the listed hourly rate with hours worked 
per week.   BHA will use the actual gross amounts paid to take an average to anticipated 
annual income. 

 
 

6-IV.B. New Admissions and Interim Calculation 
Regulations:  
24 CFR §§ 5.609(c)(1); 882.515; 891.410(c) and (g)(2); 891.610(c) and (g)(2); 960.257; and 
982.516 
 
When calculating a household’s income, including asset income, at the time of admission to the 
program or during interim reexaminations, PHAs must use anticipated income (current income) 
(i.e., the family’s estimated income for the upcoming 12-month period). This requirement is 
consistent with the pre-HOTMA process for conducting income examinations at admission and 
for interim reexaminations. 
 

PHA Policy 
When calculating a household’s income, including asset income, at the time of admission 
to the program or during interim reexamination, the PHA will use anticipated income as 
required above. 
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6-IV.C.  Annual Reexaminations Calculation 
 
PHAs need to calculate amounts anticipated to be received from a source outside the family 
during the 12-month period following admission or the annual reexamination effective date (24 
CFR § 5.609(a)(2)).   
 
The Enterprise Income Verification (EIV) system is used to validate (not calculate) tenant-
reported income information and may be a useful tool to estimate future income-based 
information by validating recent wage, unemployment, and social benefit activities. PHAs must 
use EIV including pulling the family’s Income Report within certain timeframes of 
reexaminations and new admissions 
 
If it is not feasible to anticipate a level of income over a 12-month period (e.g., seasonal, or 
cyclic income) or the PHA believes that past income is the best available indicator of expected 
future income, the PHA may annualize the income anticipated for a shorter period, subject to 
redetermination at the end of the shorter period (24 CFR § 5.609(d)). 
 
For example, if the family member has a seasonal schedule and only works during the summer 
months, the PHA may choose to annualize income based on a 4-month period to cover the 
summer months. The PHA will need to redetermine income at the end of the 4-month period.  
 
PHAs may choose among several methods of annualizing income to determine anticipated 
annual income. These policies need to be included in the ACOP, and PHAs must inform the 
families of the income calculation method that would be applied to them so that the family can 
plan accordingly (24 CFR § 960.253(e)) 
 

PHA Policy 
 
Anticipating Annual Income: The PHA will calculate anticipated annual income by 
adding the income the family expects to receive during the 12-month period following 
the family’s admission or annual recertification effective date.  Accordingly, annual 
income is calculated by projecting current income forward for a 12-month period.  
 
Seasonal Income: If it is not feasible to anticipate a level of income over a 12-month 
period (e.g., seasonal, or cyclic income) or the PHA believes that past income is the best 
available indicator of expected future income, the PHA will annualize the income 
anticipated for a shorter period, subject to redetermination at the end of the shorter 
period. 
 
Known Changes in Income: If the PHA verifies an upcoming increase or decrease in 
income, annual income will be calculated by applying each income to the appropriate part 
of the 12-months.  
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Regulations:  
24 CFR §§ 5.609(c)(2); 882.808; 891.410(g)(1); and 891.610(g)(1) 960.257; and 982.516  
 

The final rule revises the standards for income calculation during annual reexamination. PHAs 
have the option of using a “safe harbor” income verification from another federal means-tested 
program to verify gross annual income. See HUD’s Notice PIH 2023-27 Attachment J 
(paragraph J.4) (Determination of Income Using Other Means Tested Public Assistance (i.e., 
“Safe Harbor”) of this notice for an example of how to calculate annual income using the safe 
harbor method.  
 
During annual reexaminations, except where the PHA uses a streamlined income determination 
under 24 CFR §§ 5.657(d), 960.257(c), or 982.516(b) (see HUD’s Notice PIH 2023-27 
Attachment I (paragraph I.8) (Streamlined Income Determination)), PHAs must first determine 
the family’s income for the previous 12-month period and use this amount as the family income 
for annual reexaminations; however, adjustments to reflect current income must be made.   
 
Any change of income since the family’s last annual reexamination, including those that did not 
meet the threshold to process an interim reexamination of family income in accordance with the 
PHA’s policies and 24 CFR §§ 5.657(c), 960.257(b), or 982.516(c), must be considered.  
 
Income from assets is always anticipated, irrespective of the income examination type. A change 
in income, for example, may be a loss of income or the addition of a new source of income. 
Changing to a different employer in the prior year does not necessarily constitute a change if the 
income earned from either employer is substantially the same. PHA will look at the entirety of 
the family’s unearned income and earned income from the prior year, in which earned income 
may have been one constant job or many different jobs that start and stop.  
 
Cost of Living Adjustments (COLA) to Social Security income and Social Security disability 
income are always considered changes to income because the COLA is an adjustment that 
automatically occurs annually by law. See 6-IV.D. below for more information on the COLA.  

 
 
 
 
 
 
 
 
 
 
 
 
 




