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Topics Covered

« HOTMA Overview and Disclaimer
* Implementation Effective Dates

* Income Changes
 Inflationary Index
 New and Clarified Exclusions
* Miscellaneous

e Student Financial Assistance
« How to Calculate
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Topics Covered

« Asset Changes
 Inflationary Index
« Verification Changes
« New and Clarified Exclusions
« Real Property and the $100,000 Asset Cap

« HOTMA Resources
e Q&A
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 This presentation is based upon the Housing Opportunity Through
Modernization Act Final Rule, released on February 14, 2023, and the
Implementation Guidance released on September 29, 2023. This
presentation serves as a summary of those changes.

« HUD has stated that they plan to release further guidance as
resources become available, and as HOTMA changes are tested in
the field.

« MSHDA does not give legal advice or set the policies for your owner
and/or management company.

* By the time you are watching this training, something may have
already changed - be sure to stay informed.
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« HOTMA presents several MAJOR changes to the way our programs
have been operating for the last several decades.

« MSHDA Programs Affected:

e LIHTC

- TCAP

« 1602

« HOME

« HTF

« NSP

« MSHDA Bond Programs

 This presentation will NOT be covering any of the changes that
HOTMA brings to Section 8 or related programes.
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« MSHDA is looking to have HOTMA changes implemented by 1/1/2024
for any certifications completed on or after that date.

« Example 1: An Annual Recertification effective 1/1/24 that was completed and
signed 11/13/2023 would not be required to have implemented the HOTMA
changes and would not need to be redone.

« Example 2: An Annual Recertification effective 2/1/2024 that was completed
and signed 1/19/2024 would be expected to have implemented the HOTMA
changes.

« Example 3: A Move-In Certification effective 1/13/2024 should incorporate all
relevant HOTMA changes.

« Changes to the definition of included student financial assistance
under Section 479B of the Higher Education Act take effect on July 1,
2024, for all programs.
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« HOTMA changes several limits and thresholds, making them subject
to annual revision or adjustment.

* Forincome caps HUD will use the Consumer Price Index for Urban
Wage Earners and Clerical Workers (CPI-W) as its inflationary index for
comparison. This is the same index used for the Social Security Cost of
Living Adjustment (COLA).

» The inflationary index will change effective January 1st of each year.
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* Income Sources Affected by the Inflationary Index:

« Earned income of Full-Time Student Dependents will remain capped, but that
cap is subject to annual adjustments, in intervals of $25.

« The cap is still currently $480 for 2024.
* Income from Adoption Assistance will remain capped, but that cap is subject

to annual adjustments, in intervals of $25.
« The cap is still currently $480 per adopted child, per year, for 2024.
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« Allincome received by foster children or adults - the rules regarding

other family members receiving payments to care for fosters have
not changed

* Loan proceeds

« Gifts for birthdays, holidays, and special occasions

* Federal and State tax refund payments

« State or tribal kinship or guardianship care payments

« Veterans Aid & Attendance

* Distributions from 529 or 530 (Coverdell) educational savings plans

 Non-Monetary or In-Kind Donations - items that are donated 1o @
household, other than cash
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« Housing GAP Payments - happen when someone has been
displaced from their unit because of a disaster, a rehabilitation, efc.

* Insurance Payments from Personal or Property Loss — examples:
Payment received for a Renter’s Insurance Claim

« Civil Settlements that Arose from an Action that Caused Someone to
Become Disabled — example: A resident was disabled while
attending a wedding and received a settlement of $175,000 from the
venue

 Civil Rights Settlements — example: A resident won a wrongful
termination suit and was awarded damages and back pay
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* Distributions of Principle from Trust — principal withdrawals are
excluded from income, however any interest or dividend payments
must be included in income

« Distributions from a Trust that Pays Health and Medical Expenses of @
Minor

 Payments from State Medicaid-Managed Care Systems — Medicaid
funds to provide monetary or other assistance to families who need
assistance affording the care a disabled household member

 Payments from State Agencies for In-Home Support of Disabled
Individuals - Excluded if the care is being performed by a household
member, for another household member. If care is for someone
outside of the household, then it is included in income.

MICHIGAN.GOV/MSHDA



* In the future, HUD may announce a hew complete list of income
exclusions and issue it in the Federal Register.

« Always remember, unless something is specifically excluded, count it
as income.
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« HOTMA's changes to the calculation of Student Financial Assistance
affect ALL programs

» These changes go into effect 7/1/2024

 Whether full-time or part-time, the types and amounts of financial aid
received by students must be determined.

 HUD identifies two different types of student financial assistance, and
each will be treated differently:

» Resources that are part of the Higher Education Act (HEA) Part 479B or the
Bureau of Indian Education — fully excluded; or

o All other financial assistance — excess must be included as income
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* If the only financial assistance being received is from awards under
the Higher Education Act (HEA) Part 479B or the Bureau of Indian
Education, the financial assistance should be excluded from income
and excess income does not need 1o be calculated.

« Assistance Covered Under HEA Part 479B

* Federal Pell Grants

 Teach Grants

» Federal Work-Study Programs
* Federal Perkins Loans

« Assistance Covered Under The Bureau Of Indian Education
» Higher Education Tribal Grants
 Tribally Controlled Colleges or Universities Grant
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* If there are any other sources of financial assistance, excess income
must be calculated and may need to be included as part of income.

« Examples of financial assistance that are subject to excess income
requirements
« Grantsreceived from:
« A State, Tribal, or local government
« A private 501(c)(3) organization
« A business entity
« An institution of higher education
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« Determine the Cosfs:
 Tuition
« Books and supplies, including supplies required by a disabled student
« Room and board, including dormitory costs for a student dependent
« Other fees charged by the institution of higher education

 Deduct all HEA financial assistance FIRST:
 |f the HEA sources cover all costs, and there is money leftover from these
sources, this is not income.
 Deduct all other sources of financial assistance SECOND:

» |f the other sources cover all costs, and there is money leftover from these
sources, this is income and must be counted on the TIC.

MICHIGAN.GOV/MSHDA



. Think of the educational Tuition, Fees, Eic.
instifution the student
attends as the invoice they
must pay.

 And the two types of
student financial assistance
like two separate wallets.

« Always use the money in
Wallet 1 first.

* Only use Wallet 2 if you must.
Anything leftover in Wallet 2,

after all expenses are paid, is - Wallet #1 Wallet #2
counted as excess income. Higher Education Other Financial Aid

Act Resources
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Example #1 Tuition, Fees, Efc.

One of your residents is a
student that attends CMU
with costs of $29,580 per

year.

e The student receives
$31,000 in HEA grants.

e They have no other
financial assistance.

$0.00 in Excess Assistance Wallet #1 Wallet #2
Higher Education Ofther Financial Aid

Act Resources
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Tuition, Fees, Etc.

Example #2

One of your residents is a
student that attends LCC
with costs of $5,615 per year.

e The student receives $3,000
in HEA grants.

e The student receives a
$2,000 grant from their city.

$0.00 in Excess Assistance —

. . Wallet #1 Wallet #2
They PAY the lefference N Higher Education Other Financial Aid
costfs from their wages Act Resources
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Example #3

One of your residents is @
student that attends SVSU
with costs of $11,250 per

year.

e The student receives $2,000
in HEA grants.

e The student receives a
$10,000 scholarship from
SVSU.

$750.00 in Excess Assistance —
This is listed as Income on the
Tenant Income Certification

Tuition, Fees, Etc.

Wallet #1 Wallet #2
Higher Education Other Financial Aid
Act Resources
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« OA's/MA’s must be vigilant about how the annual inflationary
adjustment of assets will impact eligibility and calculations.

« Assets affected by the Inflationary Index (Marked with * throughout
presentation):
« Net Family Assets Under $50,000 threshold
« Non-Necessary Items of Personal Property threshold

« The HUD Passbook Savings Rate - 0.40% effective 1/1/2024 per HUD Housing
Nofice 2023-10

* Imputed Asset Income threshold
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« Households with assets under $50,000* can self-certify all assets for
verification purposes, except:
« At move-in or initial certification when assets must be third-party verified

« Assets must be third-party verified every three years. The Self-Certification of
Assets cannot automatically be used every year during Annual Recertification.

« The “UNDER $5,000 ASSET CERTIFICATION" form will be expired and become
invalid as of 1/1/2024.

 The Net Cash Value of all Non-Necessary Iltems of Personal Property is
only counted if the total combined value exceeds $50,000*, but all
asset income must be included in household income.

« HUD Housing Notice 2023-10 gives a great overview of necessary vs. non-
necessary items of personal property
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« The Cash Value of a Checking Account will now be the current value

of the account

« HUD Noftice 2023-10, J.5.a "When verification of assets is required, PHAs/MFH
Owners are required to obtain a minimum of one statement that reflects the
current balance of banking/financial accounts. MFH Owners were previously
required to average the balance of six checking account statements to
determine the cash value of a checking account.”

» Imputed Asset Income will only be triggered when total cash value of
assetfs exceeds $50,000*

« Imputed Asset Income will only be calculated on assets whose actual
Income cannot be calculated
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« Example: The following represents Household A’'s Assets. The current HUD Passbook
Savings Rate is 0.40% and the Household Income is verified as $21,275.00.
The checking and savings accounts

have interest rates established. Use their
actual yearly income.

PART IV. INCOME FROM ASSETS *
HH (F) (G) (H) ()
Mbr # Type of Asset Cash Value of Asset Interest Annual Income from Asset
Rate
1 Checking Account $1,015.00 0.0% | $0.00
1 Savings Account $5.15 0.05% | $0.00
2 Designer Purse Collection $5,600.00 N/A N/A
Current Passbook Savings Rate available on TOTAL | $6,710.15
HUDUser.gov and should only be used to
determine Imputed Annual Income from TOTAL INCOME FROM ASSETS (K) | $0.00
Assets that have no determinable annual
income.
(L) Total Annual Household Income from all Sources [Add (E) + (K)] | $21,275.00

There is no way to calculate the
Designer Purse Collection’s actual
yearly income; it does not generate
interest or any other income.

BUT - The total cash value does not
exceed $50,000* so do not calculate
imputed income.

Asset income is $0.00.
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« Example: The following represents Household B's Assets. The current HUD Passbook
Savings Rate is 0.40% and the Household Income is verified as $19,780.00.

PART IV. INCOME FROM ASSETS °

HH (F) ©)} (H) ()

Mbr # Type of Asset Cash Value of Asset Interest Annual Income from Asset

Rate

1 Checking Account $893.00 0.0% | $0.00

1 Savings Account $26,950.00 0.25% | $67.38

1 Undeveloped Land $42,000.00 N/A $168.00

Current Passbook Savings Rate available on TOTAL | $69,843.00

HUDUser.gov and should only be used to

determine Imputed Annual Income from TOTAL INCOME FROM ASSETS (K) | $235.38
{\ssets that have no determinable annual

income.

(L) Total Annual Household Income from all Sources [Add (E) + (K)] | $20,015.38

$42,000
X 0.40%

$168.00

$67.38

+ $168.00
$235.38

The checking and savings accounts
have interest rates established. Use their
actual yearly income.

There is no way to calculate the
undeveloped land’s actual yearly
income; it does not generate interest or
any other income.

The total cash value does exceed
$50,000* so do calculate imputed
Income only for the undeveloped land.

Add the total actual yearly income and
the total imputed income amounts and
use this as asset income.
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« All assets owned by Foster Children and Adults

« 529 or 530 (Coverdell) educational savings plans

Retirement savings accounts, such as 401 (k)s, 403(b)s, and IRAS
Baby Bond accounts

EqQuity in property receiving assistance as part of an HCV program
Family Self-Sufficiency (FSS) accounts
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* These new Asset Limitations will NOT apply to LIHTC, HOME, HTF, or
NSP

« OA/MA’s will need to be very careful about property’s that have layered

subsidy!

ATTACHMENT A: ToPIC: ASSET LIMITATION

Regulations

24 CFR §§ 5.100 (real property): 5.603; and 5.618

Applicable Programs

HUD Multifamily Housing

HUD Multifamily Housing

Public and Indian Housing

Section 8 (Project Based Rental
Assistance), Section 202/8

Section 202/811 PRAC, Section
236 IRP, Section 811 PRA, SPRAC

HCV (including Project-Based
vouchers), Public Housing, Section
8 Moderate Rehabilitation, Section

8 Moderate Rehabilitation SRO

Yes

Yes

Summary

Per requirements in Section 104 of HOTMA, 24 CFR 5.618 creates a restriction on the eligibility
of a family to receive assistance if the family owns real property that is suitable for occupancy by
the family as a residence or has assets in excess of $100,000, as adjusted annually in accordance
with the Consumer Price Index for Urban Wage Earners and Clerical Workers.

Pursuant to 24 CFR 5.618(c), PHAs/MFH Owners are given discretion at reexamination in
enforcing the asset limitation on eligibility for assistance in § 5.618(a). HUD will issue
additional guidance on the use of this discretionary authority.
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« HUD Housing Noftice 2023-10 Implementation Guidance: Sections 102

and 104 of the Housing Opportunity Through Modernization Act of
2016 (HOTMA)

« MSHDA does not endorse any outside entities for paid fraining, but is
aware of the following HOTMA training opportunities:
e NCHM HOTMA HQ
 Nan McKay HOTMA Summits
« RBD HOTMA Resources
« NAHRO HOTMA: Change in Focus
« Costello University: Achieve HOTMA Success Weekly Training
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https://www.hud.gov/sites/dfiles/OCHCO/documents/2023-10hsgn.pdf
https://www.hud.gov/sites/dfiles/OCHCO/documents/2023-10hsgn.pdf
https://www.hud.gov/sites/dfiles/OCHCO/documents/2023-10hsgn.pdf
https://www.hud.gov/sites/dfiles/OCHCO/documents/2023-10hsgn.pdf
https://www.hud.gov/sites/dfiles/OCHCO/documents/2023-10hsgn.pdf
https://www.hud.gov/sites/dfiles/OCHCO/documents/2023-10hsgn.pdf
https://www.nchm.org/hotma/
https://www.nchm.org/hotma/
https://shop.nanmckay.com/collections/hotma-summits
https://shop.nanmckay.com/collections/hotma-summits
https://shop.nanmckay.com/collections/hotma-summits
https://www.rbdnow.com/resources/hotmaresources
https://www.rbdnow.com/resources/hotmaresources
https://www.rbdnow.com/resources/hotmaresources
https://www.nahro.org/certification-training/trainings-services/hotma-change-in-focus/
https://www.nahro.org/certification-training/trainings-services/hotma-change-in-focus/
https://www.nahro.org/certification-training/trainings-services/hotma-change-in-focus/
https://www.costellocompliance.com/HOTMA-Weekly-Training
https://www.costellocompliance.com/HOTMA-Weekly-Training

 This presentation will be available on our welbsite shortly, along with
prior training from 2021 and 2022 at: Trainings and Webinars

(Michigan.gov)
« Future HOTMA Trainings and Updates will be offered in 2024
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https://www.michigan.gov/mshda/rental/property-managers/compliance/trainings-and-webinars
https://www.michigan.gov/mshda/rental/property-managers/compliance/trainings-and-webinars

s MSHDA

MICHIGAN STATE HOUSING DEVELOPMENT AUTHORITY
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