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      Special Attention of:

      Regional Administrators;        

Notice   H 93-92 (HUD)

     Directors, Office of Regional Housing;

     Managers; Directors, Housing

     Management Divisions; Loan Management

     Branch Chiefs, Categories A, B and C    Issued:  12/8/93

     Offices with Multifamily; Regional      Expires: 12/31/94

     Directors of FmHA; Contract Administrators;  _________________________

     Directors of state agencies; and      Cross References: 4350.3

     Owners, Resident Managers and Management Agents of Projects covered by Handbook 4350.3, Owners and managers of Section 811 Supportive Housing for the Disabled, Owners and managers of Section 202 Supportive Housing for the Elderly

_______________________________________________________________________

          Subject:  Federally Mandated Exclusions from Income

          On August 3, 1993 the Department issued a revised listing of

     Federally mandated exclusions from income in the Federal Register

     (Vol. 58, No. 147, FR 41287).  Owners who use the form HUD 50059

     to calculate tenant rents must use this revised listing.

     Guidance on determining income is found in Chapter 3 of Handbook

     4350.3.

          The attached Federal Register Notice updates the exclusions

     found in paragraph 13 of Exhibit 3-1 of Handbook 4350.3, Income

     excluded by Federal statute.  Owners must use this revised

     listing immediately.

          There are three new exclusions not currently listed in

     paragraph 13 of Exhibit 3-1.  One of these exclusions was

     implemented by notice.  The other two have not been implemented

     until now.

     1.   It excludes from annual income earned income tax credit

          refunds.  This exclusion was previously implemented through

          a joint Public Housing-Housing notice PIH 91-10 dated

          April 10, 1991.  It excludes from annual income any earned

          income tax credit received on or after January 1, 1991,

          whether it is received regularly or in a single sum.  Since

          owners have already been excluding earned income tax credit

          refunds from annual income, it will not be necessary to

          refund tenants or to request adjustments to the form HUD

          52670A Part 1.

     2.   It excludes from income all amounts of student financial

          assistance received under Title IV of the Higher Education

          Act of 1965.  Previously only those amounts that covered the

          costs of tuition, fees, books, equipment, materials,

          supplies, transportation and miscellaneous personal expenses

          were excluded.

_____________________________________________________________________

               NOTE:  The regulation incorrectly refers to

               "scholarships".  The law refers to "student financial

               assistance", which is a larger universe than
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                "scholarships" implies.  We will be revising the

                regulation to refer to "student financial assistance"

                rather than "scholarships".  In the meantime, exclude

                all amounts of student financial assistance received

                under Title IV of the Higher Education Act of 1965.

          This change is effective for all certifications performed on

          or after October 1, 1992.  Owners must provide a rent credit

          or reimbursement to tenants where income received under

          Title IV was counted as income after that date.  Make these

          adjustments on the form HUD 52670-A Part 1 by following the

          instructions in Step 2, Adjustments.  Perform these

          adjustments at the next recertification or interim

          certification, whichever comes first.

     2.   It excludes from annual income the value of child care

          provided or arranged for under the Child Care and

          Development Block Grant Act of 1990 (Act).  Under the Act,

          State governments may apply to receive block grant funding

          to make child care available to low income families.

          Participating families may either pay a reduced amount based

          on a sliding fee scale or they may receive a certificate for

          child care services.  Either way, this benefit does not

          count as income.

          This exclusion is effective November 4, 1992, the date of

          enactment.  State governments have to apply for funds under

          the act and establish procedures to administer the child

          care certificates and payments.  Because of the start up

          time to implement this program, there will be a delay before

          tenants start benefitting from this program.  If, however, a

          State has already begun their program to provide child care

          under the act, then owners who counted this benefit as

          income will have to make adjustments at the next annual

          recertification or interim certification, whichever comes

          first.  See the discussion in 2 above about making these

          adjustments.

          We are preparing a change to Exhibit 3-1 of Handbook 4350.3

     to incorporate these exclusions.

                                   ___________________________________

                                   Assistant Secretary for Housing

                                     - Federal Housing Commissioner
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