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This week we are summarizing the changes to the HUD 4350.3 with Change 2 that took effect on 6/29/07 and providing information on how the important changes to Chapter 5: Determining Income and Calculating Rent affect processing Section 42 files for tax credit eligibility.

Eligibility
Full-time Students: 
HUD clarifies that earned income of full-time students 18 years of age or older must be dependents in order to exclude income to the extent that it exceeds $480 per year.

Permanently Confined Family Members (in a nursing home or hospital): 
If a family elects to include these persons as part of the family for purposes of eligibility processing, they need to be listed on the Tenant Income Certification. Do not list these persons as the head, spouse or co-head, even when the permanently confined person is married to the person who is or will become head of the family. The owner should consider extenuating circumstances that may prevent the confined member from being able to sign the Tenant Income Certification. The owner must document the file as to why the individual is unable to sign the Tenant Income Certification.

Verifications
Validity of Verifications:
It is now official. Verifications are valid for 120 days from the date of receipt by the owner. 

Review of Documents if Delayed:
HUD has removed the sentence that stated the owner may resort to a review of documents before the two week date if the owner determines and documents that third party verification cannot or will not be obtained. Owners must wait for two weeks before considering original documents supplied by the applicant/tenant and the owner must document efforts to obtain the written third party verification. 

Using Pay Stubs:
HUD has clarified that “owners may not accept pay stubs to document employment income as a review of documents unless the applicant or tenant provides the most recent four to six pay stubs to illustrate variations in hours worked.” Actual paychecks or copies of paychecks without the paycheck detail are not permitted as deductions are not shown on the actual paycheck. 

Income
Periodic Payments from Annuities, Insurance Policies, Retirement Funds, Pensions, and Disability Benefits:
HUD has reverted back to its prior policy. All periodic payments from the above sources are now considered income. HUD is no longer considering withdrawals as reimbursements of amounts invested. If the applicant does not have the ability to withdraw the balance of the annuity, do not count the remaining amounts in the account as an asset.

Federal Government Pension Funds Received From a Former Spouse (as long as the former spouse is no longer a member of the family):
Count as income all federal government pension funds that are received from a former spouse as a result of a court ordered settlement in connection with a divorce, annulment of marriage, or legal separation. These amounts will be reflected on Form-1099.

Federal Government Pension Funds Paid to a Former Spouse (as long as the former spouse is no longer a member of the family): 
This is a new addition to the HUD Handbook clarifying that “federal government pension funds paid directly to an applicant/tenant’s former spouse pursuant to the terms of a court decree of divorce, annulment, or legal separation are not counted as annual income”. That portion of the pension that is ordered by the court (and authorized by the Office of Personnel Management (OPM)) to be paid to the applicant/tenant’s former spouse is no longer an asset of the applicant/tenant and would therefore not be counted as income.

Student Financial Assistance: 
HUD officially removed this from the Exclusions from Income section of the HUD Handbook. The rule that was published December 30, 2005 regarding the inclusion of all student financial assistance and its exceptions has been added under Chapter 5, Section 5-6, D.

Asset
Pensions and Retirement Funds:
Lump sum receipts from pension and retirement funds are counted as assets.

Mortgage or Deed of Trust: 
Changed to read the cash value of the asset for mortgage or deed of trust is the unpaid principal as of the effective date of the certification. The interest portion of the payment that will be received over the 12 months following the effective date of certification is still considered income to the asset.

Other Information
Tenant File Access:
HUD added a new paragraph stating a tenant's file should be available for review by the tenant upon request or by a third party who provides signed authorization for access from the tenant.

Destroying Tenant Files:
HUD added new paragraph stating owners must dispose of applicant and tenant files and records in a manner that will prevent any unauthorized access to personal information, e.g., burn, pulverize, shred, etc.

