NSPIRE
And
HOTMA

For
HCV

building communities together




TODAY’S PRESENTERS

Tushar Gurjal

Senior Policy Advisor

NAHRO

© NATIONAL ASSOCIATION OF HOUSING & REDEVELOPMENT OFFICIALS



NAHRO'S 2023 NATIONAL CONFERENCE

2023 NATIONAL CONFERENCE & EXHIBITION
NAHRO at 90: CELEBRATE

OCTOBER 6-8 {1} E
HYATT REGENCY NEW ORLEANS HOTEL - NEW ORLEANS, LA :

Register today at nahro.org

www.nahroblog.org www.nahro.org



ADDITIONAL HOTMA TRAINING!

HOTMA: Change in Focus
Online: ' 1/1 = 11/3

Or bring the session on site!
Email: professionaldevelopment@nahro.org

www.nahroblog.org www.nahro.org



AGENDA

|. NSPIRE

2. HOTMA
|. Background

2. Section 102: Income Reviews

3. Section 104:Asset Limits
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m NSPIRE-V




NSPIRE —WHAT DOES THAT MEAN!?

National Standards for the Physical Inspection of Real Estate
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EFFECTIVE DATES

s HCV, PBRA and all other programs: October |,2023 effective date

® Email confirmation from PDAS Monocchio that PHAs may opt to retain
HQS for an additional year (first time in writing)
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NSPIRE - IMPLEMENTATION

= NSPIRE-V will be implemented via a series of notices
= NSPIRE Final Rule
= NSPIRE Standards Notice
= NSPIRE-V Administrative Procedures notice
= to be published before Oct. 1,2023
= Notice for Small, Rural PHAs for SEMAP

= Notice on Tenant Damages
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FINAL RULE

® Three inspectable areas
" |nside
m Qutside

m Unit
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FINAL RULE

® Notices expected to be published on climate zones with required
heating sources

m Units must have both hot and cold water in the kitchen and water that
is drinkable throughout the unit

m Kitchens must have appliances as defined in the unit
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AFFIRMATIVE REQUIREMENTS

m New affirmative requirements specify concerns around safety
= Examples:

® Distance between outlets and water sources

® Guardrails for walking surfaces with at least 30-inch differences

® Permanent light fixtures in kitchens and bathrooms

® Prohibition of unvented oil, gas, and kerosene-burning space heaters

® Also included in standards and scoring notices
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WATER SAFETY

= HUD has adopted the EPA’s definition of water safety

= Will maintain the requirement for Section 8 and Public Housing
operators to comply with the recommendations of local officials

= HUD will ask agencies to provide any notices regarding water quality
from local officials at inspection

© NATIONAL ASSOCIATION OF HOUSING & REDEVELOPMENT OFFICIALS 13



FINAL STANDARDS ADDRESSED

m Requiring life-threatening and severe deficiencies to be addressed within
24 hours — other deficiencies within 30 days or a reasonable time
period.

m Advisory deficiencies also now considered “Low” severity

® Making the Smoke Alarm Standard consistent with the National Fire
Protection Association (NFPA) Standard 72.

® Detailing the specific function, operability, and structural integrity
requirements for fire doors.
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FINAL STANDARDS ADDRESSED

m Requiring carbon monoxide alarms to be installed in compliance with the 2018 International
Fire Code.

m Relates specifically to units

m Setting minimum temperature requirements during cold months and requiring permanent
heating sources.

m HUD use the International Energy Conservation Code (IECC) and the American Society of
Heating, Refrigerating and Air-Conditioning Engineers (ASHRAE)'s “Climate Classification for
Building Energy Codes and Standards.”

® |ncluding criteria for when guardrails and handrails are required.

m Developing deficiencies based on observed mold conditions or elevated moisture levels
measured using a moisture meter.
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NSPIRE STANDARDS

® HUD currently has over 60 standards listed on their website

m https://www.hud.gov/program_ offices/public_indian_housing/reac/nspire/standards

m Examples include:

* Address and signage .
e Bath ventilation .
 Carbon monoxide .
* Cooking range .
* Doors .
* Egress .
* DryerVent .
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Electrical enclosures
Elevators

Exposed wire

Fence general

Fence security

Fire extinguisher

Floor coverings
HVAC

Leaks

Light fixtures

Mold

Parking lot

Roads and driveways
Sidewalks

Site drainage
Windows


https://www.hud.gov/program_offices/public_indian_housing/reac/nspire/standards

m HOTMA




HOTMA Background
1/1/2024



“HOUSING OPPORTUNITY THROUGH MODERNIZATION ACT”

® The Housing Opportunity Through Modernization Act (HOTMA)
of 2016

® Signed into law by President Obama in July 2016
®m HUD responsible for implementation of the law

® [ncludes HUD’s Offices of Community Planning and Development
(CPD) and Public and Indian Housing (PIH) among other offices



FINAL RULE: HOUSING OPPORTUNITY THROUGH

MODERNIZATION ACT 2016 (HOTMA)

HOTMA

1/1/2024

© NATIONAL ASSOCIATION OF HOUSING & REDEVELOPMENT OFFICIALS

e

Section 102: Income Reviews

\_

(Section | 04: Asset Limits

\_

Effective: 1/1/2024

Must be in Compliance by: I/1/25

J




MODULE |
SECTION 102: INCOME REVIEWS




CALCULATION OF FAMILY INCOME

Income Reviews

Current year income

* Initial eligibility & at interim
reexamination

: : * after initial eligibility
Prior year income

PHAs may adjust income as needed

Either due to reexam, or changes in income not accounted for in reexam



CALCULATION OF FAMILY INCOME

Income Definition

m All amounts, not specifically excluded, received from all sources by each
household member who is:

m |8 years of age or older

® The head of household or spouse of the head of household (any age)
® Unearned income by or on behalf of each minor dependent

m Actual income from assets

= |mputed return on assets over $50,000



CALCULATION OF FAMILY INCOME

Earned Income Definition

® Wages, tips, salaries, other employee compensation, and net income from
self-employment

® This includes independent contractors, day laborers, and seasonal
workers



CALCULATION OF FAMILY INCOME

Independent contractor:

* An individual who qualifies as an independent contractor; instead of an employee,
under IRS federal income tax requirements and whose earnings are subject to the
self-employment tax

Day Laborer:

* 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

Seasonal Worker:

* An individual who is hired for a short-term position where employment begins about
the same time each year. Typically, they are hired to address seasonal demands



CALCULATION OF FAMILY INCOME

Income from Assets
® [ncome from assets is generally considered income

m |f possible, to calculate actual returns from an asset, PHAs must use that
amount

® |f not possible to calculate an actual return on an asset and:

® The net family assets are $50,000 or less (adjusted for inflation), the
imputed income from the asset is excluded

® The net family assets are over $50,000 (adjusted for inflation), the PHA
must impute income for the asset (based on current passbook savings rate)



CALCULATION OF FAMILY INCOME

Income from Assets

m Certain exclusions apply: covered in Section 104 of HOTMA

® Households may self-certify if assets under $50,000 (adjusted for

inflation)

IMPACT:

* PHA’s may accept self certification at new
admission effective 1/1/2024

* At reexamination required to fully verify net
family assets every three years

* Must include in Administrative Plan




CALCULATION OF FAMILY INCOME

The following are not considered earned income

= Any pension or annuity

® Transfer payments — payments or income received where no goods or
services were offered

® Welfare
m Social Security

®m Government subsidies for certain benefits

® Any cash or in-kind benefits



CALCULATION OF FAMILY INCOME

Income Reviews

m PHASs can use TANF Medicaid, SNAP, LIHTC,WIC, SSI, Earned Income Tax Credit
data

m Possibly additional data sources through a Federal Register Notice

® Families may dispute the determination and agency would need to provide normal income
review

= PHAs may identify additional data-sharing opportunities at the state and local level



INCOME EXCLUSIONS

building communities together
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INCOME EXCLUSIONS

m Updates the list of income exclusions to mirror HOTMA and eliminates
certain non-statutory discretionary exclusions.

= Removes:
® Inheritances (considered lump sums)
m Capital gains
m Realized capital gains count as annual income
® Unrealized capital gains count toward net family assets

m Gifts (considered nonrecurring income)



INCOME EXCLUSIONS

m All other exclusions remain

m HUD has revised some of the language associated with existing exclusions for
clarity

® Final rule includes nonrecurring income and gifts, which proposed rule
removed

m Adds clarity to what does not count as nonrecurring income: day laborer,
independent contractor, seasonal work



INCOME EXCLUSIONS

® “Non-recurring” income that is excluded:

Payments from the U.S. Census Bureau for employment lasting no longer than 180
days

Direct federal or state payments for economic stimulus or recovery
State or federal refundable tax credits or tax refunds

Gifts for holidays, birthdays, or other significant life event or milestones
Non-monetary, in-kind donations, such as food, clothing, or toiletries

Lump-sum additions to net family assets, including but no limited to lottery
winnings



INCOME EXCLUSIONS

® Adds certain new exclusions
® |ncome from foster adults
® Tribal kinship/guardianship care payments
® | oan payments (student loans, car loans, etc)

® Payments received by Native American individuals relating to claims of
mismanagement of assets held by the U.S. government

® Annual income replacement “gap” payments that offset rent and utility costs to
families that are displaced from one federally subsidized unit to another



INCOME EXCLUSIONS

® Adds certain new exclusions
= Any income received from a retirement account recognized by the IRS
m Except for periodic payments before the age of 59 />

® |ncorporates other exclusions existing prior to HOTMA in different regulations and
statutes



EID

EARNED INCOME DISALLOWANCE
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building communities together




EARNED INCOME DISALLOWANCE

= Removes the Earned Income Disallowance (EID)

® Farned Income Disallowance prohibited rent increases of certain public housing
residents or recipients of Section 8 assistance as a result of increased income due to
employment during al2-month period beginning on the date which the employment

started

® The rule would allow families who currently receive the EID benefit as of the
effective date of a final rule to continue receiving the benefits until the allowed time

frame expires

= Within 2 year of a final rule, no families would receive EID



building communities together

ADJUSTED INCOME
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ADJUSTED INCOME: ALLOWANCES

* For elderly and disabled families, adjusted annually for inflation
* HUD will update annually

* For families per dependent, (hot HOH, Spouse or Co-head) adjusted
annually for inflation (HUD will update annually)

* Under 18 years of age
* Over |8, while attending school or vocational training full-time
* 18 years of age or older and is a person with disabilities

Reasonable childcare * Reasonable child-care expenses needed to enable a family member to
expenses be employed or further education, or look for work




24 CFR 5.61 1 (A)(3).
ADJUSTED INCOME: MEDICAL & DISABILITY ASSISTANCE

Deductions for amounts over |0 percent of
annual income

* Unreimbursed medical and health expenses for
elderly/disabled households

* Unreimbursed attended care or auxiliary apparatuses
needed by disabled families for purposes of employment™

*Income cannot exceed the combined earned income of the adults allowed to work by this allowance.



ADJUSTED INCOME - HARDSHIP

® Provides hardships for families who are
affected due to the increased threshold
of health and medical/attendant care

PHA Action:
Notify Families of the changes in

health and medical expense
and auxiliary apparatus expense deductions

deductions




ADJUSTED INCOME — PHASE IN PERIOD

= PHAs are Required to phase in increase to |10 percent

Year | Year 2

* deduct expenses * deduct expenses

Year 3

* deduct expenses

exceeding 5 percent exceeding 7.5
percent

exceeding 10
percent

® 24-month phase in period starts at the next annual or interim, whichever occurs
first

® Not available for families that enter the program after Jan. |, 2024
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ADJUSTED INCOME

HARDSHIP- MEDICAL AND DISABILITY EXPENSES

m A family may also qualify for hardship exemptions for health and medical
care expenses/attendant care and auxiliary apparatus expenses if family’s
costs increased or financial hardship results from changed circumstances

m Relief ends when the circumstances that made the family eligible for relief are no
longer applicable OR after 90-days

= May extend exemptions for additional 90-day periods at PHA discretion

® Families that received relief via phased-in approach may request hardship
under this section



ADJUSTED INCOME
HARDSHIP: CHILD CARE EXPENSES

Provides hardships for families to maintain childcare deduction if the family
no longer has a member that is employed or furthering their education

PHA Action:
PHAs must establish policy for

determining a family’s inability to
pay the rent if they request a
childcare hardship




ADJUSTED INCOME

HARDSHIP: CHILDCARE EXPENSES

® Family would have to demonstrate they are unable to pay their rent because of the
loss of the childcare expense deduction

® Childcare is still necessary even though the family member is no longer employed
furthering education

® Hardship provision would expire after 90-days

®m PHA could extend for additional 90-day periods at its discretion

® The family must receive prompt notification in writing of the change in adjusted income and
the rent due to the childcare exemption, and date for when the hardship exemption will
begin and end



ADJUSTED INCOME:ADDITIONAL DEDUCTIONS

= PHASs adopt additional deductions from annual income
® Those deductions cannot materially increase Federal expenditures

= PHAs that adopt permissive deductions would not be eligible to receive any program
funding to cover the increased cost to the impacted program

= The PHA would have to identify the additional cost of the deduction to HUD and
cover the cost

® Only PHAs, not owners that happen to be PHAs, may adopt additional deductions



INTERIM REEXAMINATIONS NAHRO

building communities together
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INCOME REEXAMINATIONS

® Changes how PHAs are required to review incomes

= PHAs must conduct an interim review when the family’s adjusted income is
estimated to have increased by 10 percent or more (excludes earned income)

m Reasonable reexamination processing time should be based on the time it takes to
verify information, but generally should not be longer than 30 days

= PHAs must develop policies that describe when and under what conditions
families must report changes in household composition and adjusted income



INCOME REEXAMINATIONS

m PHAs cannot consider earned income when estimating whether annual
adjusted income has increased

m Unless increases correspond to a reexam that occurred during the cert. period
® PHAs may choose whether or not to enforce this policy

® PHAs must describe these policies in the Admin Plans



ENTERPRISE INCOME VERIFICATION

® PHAs must continue using EIV system in its entirety

= PHAs are not required to use EIV during interim reexaminations

® |[f a PHA counts earned income when the family previously had an interim:

m Review EIV New Hires report at least quarterly for the remainder of the
reexamination period after the interim reexamination to decrease rent
occurs

®m |[f a PHA does not count earned income when the family had an interim, it
is not required to use the EIV New Hires Report between annual
reexaminations



INCOME REEXAMINATIONS

WHEN TO DO AN INCOME
REEXAMINATION

* Family requests reexamination

* Income decreases by 10% (or lower established by
PHA)

* Unearned income increases by 10% (unless within last
three months of certification period)

* Earned income increases by 10% AND family had an
interim reduction during the certification period
(unless within last three months of certification period)
at the PHA's discretion




INCOME REEXAMINATIONS

WHEN NOT TO DO AN INCOME
REEXAMINATION

* Income decreases by less than10% (or lower
established by PHA)

* Earned income increases by 10%

* Unless family had interim reduction during the
certification and annual examination is more than
3 months away (PHA discretion)




INTERIMS: EFFECTIVE DATES

Interim Reported on time Reported Late

9w, *w, ¢ [ Increasein rent 30 day notice, |5t of the  Retroactively to the first of
Nva P next month the month following when
— the interim should have
—
. occurred
oVWNE Decrease in rent |t of the month after |t of the month after the
069‘ the interim certification interim certification™

*PHAs may adopt a policy to apply rent decreases retroactively
*Policy may be conditional upon certain circumstances such as not reporting due to a natural disaster

© NATIONAL ASSOCIATION OF HOUSING & REDEVELOPMENT OFFICIALS

53



HUD’S INCOME ESTIMATION TOOL

Estimation tool to determine amount of:

= Expenses before a family would begin to
receive a deduction for health and
medical expenses.

® |nterim Decrease and Increase
thresholds

HOTMA Income Estimation Tool
(hudexchange.info)
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https://files.hudexchange.info/resources/documents/Income-Estimation-Tool.pdf
https://files.hudexchange.info/resources/documents/Income-Estimation-Tool.pdf

INCOME REEXAMINATIONS

* PHAs must adopt policies consistent with the rule detailing when and under what conditions
the family must report a change in family income or composition

Retroactive Reexaminations

* Any interim reexamination conducted under this final rule may not be applied retroactively
to before the effective date of the final rule

* HUD plans to issue additional guidance on retroactively applying interim reexaminations

Interim Decreases

* PHA may set a conditional policy upon certain circumstances, like failing to report timely due
to a natural disaster



DE MINIMIS ERRORS

= PHAs will remain in compliance with income review procedures and

calculations if errors made by the agency are within $30 or less per
month

m $360 in annual adjusted income per family
® Final rule changes proposed rule threshold of 5%

® Allows PHAs to determine de minimis errors on a family-by-family basis more easily

m Makes errors easier to calculate
= Families not held liable for underpayment

= PHA must reimburse families for overpayment



MODULE 2
SECTION 104:ASSET LIMITS




ASSETS RESTRICTIONS: CASHVALUE OF ASSETS

Families are ineligible for public housing or
Section 8 assistance if they have net assets over

$100,000

m Adjusted each year for inflation based on the

Consumer Price Index- For Urban Wage Earners
And Clerical Workers (CPI-W) starting in 2025




REAL PROPERTY

® Families would be ineligible for assistance if they
have real property suitable for occupancy that the
family has ownership interest, legal right to reside
in, and authority to sell

= |f family has property, they must demonstrate that they
do not have a present ownership interest in, legal right
to reside in, or the legal authority to sell the property

= Ability to sell is based on the State and local laws of the
property’s jurisdiction



REAL PROPERTY

m Real property does not include property jointly
owned by a member of the family and another
individual who would not reside with the family but
lives in the jointly owned property

m Can also apply to instances where a family members owns
a fraction of the property among others




REAL PROPERTY

® Property is not suitable for occupancy if the property:
® Does not meet the disability-related needs of the family
m Disability-need for additional bathrooms, physical accessibility requirements, etc.
® |s not sufficient for the size of the family

® Provides a geographic hardship for the family

m e.g.,the distance or commuting time between the property and the family’s place of work
or school would be a hardship to the family, as determined by the PHA

® That it is not safe to reside in because of its physical condition



REAL PROPERTY: EXCLUSIONS

m Exclusions:

= A manufactured home for which the family is receiving Section 8 assistance
® Families that receive homeownership assistance from the PHA

m Persons who are victims of domestic violence

m As defined by VAWA

® Families that are offering the property for sale



REAL PROPERTY: NON-RESIDENTIAL

m [f the family owns property that cannot be legally occupied as a residence,

such as a commercial establishment (e.g., convenience store or retail
establishment):

m Considered unsuitable for occupancy

= However — the real property’s value under HOTMA is the net cash value of the real

property after deducting reasonable costs that would be incurred in disposing of the
family’s real property:

m Repayment of mortgage debt or other monetary liens on the real property

® This amount would be considered annual income and in determining if the family has
assets over $100,000



NON-ENFORCEMENT POLICY & CURE PERIOD

Non-enforcement policy & cure period:

= PHAs may choose to establish a written policy to not enforce the asset limitation for
all families, for up to six months after the effective date of a family’s annual or interim
reexamination. Families are given the opportunity to cure noncompliance with the
asset limitation during this period.

= Non-enforcement policies must address the timeframe for curing non-compliance
(e.g., PHA may choose to adopt local policies to allow any number of months, up to
six months, to cure).
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ASSET LIMITATION EXCEPTION POLICY

Asset limitation exception policy & cure period (interim/annual
reexamination only):

= PHAs may also establish in written policy exceptions to the asset limitation based on
family type and may take into consideration such factors as age, disability,income, the
ability of the family to find suitable alternative housing, and whether supportive
services are being provided.

m Excepted families are given the opportunity to cure noncompliance with the asset
limitation during this period (e.g., PHA may choose to adopt local policies to allow
any number of months, up to six months, to cure).
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building communities together

ASSETS
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NET FAMILY ASSETS

® Net family assets includes:

® The case value of all assets, except those specifically excluded in
HOTMA

m Reasonable costs in disposing some assets may be deducted



NET FAMILY ASSETS

m Revises the definition of “net family assets” to include certain exclusions:

Property receiving
assistance under the
homeownership option of Victims of domestic
the assistance for rental of violence
manufactured housing
provided under Section 8

Persons selling their house Inaccessible trust funds

Amounts received from
civil action of negligence,
malpractice, or other
breach of duty that results
in a disability

Real property that has no Educational savings

Retiremen n -
SIEIEE SEEl e legal authority to be sold accounts




NET FAMILY ASSETS

® Net family assets do not include the value of
personal property, except for items of “significant
value”

® |tems over $50,000 (excluding “significant items”) to be
those of “significant value”

m Examples of “significant items” include: a car the family
relies on for transportation, medical equipment, etc.




PHA POLICY OPTION: NAHRO
SELF CERTIFICATION OF ASSETS




SELF-CERTIFICATION OF ASSETS

m Self-certification for assets less than $50,000 (adjusted for inflation)

® Families can also self-certify that they do not have any present ownership
interest in any real property



ASSETS: SELF-CERTIFICATION

PHAs may accept a family’s self-certification of net family assets equal to or less than
$50,000 (adjusted annually for inflation) and anticipated income earned from assets
without taking additional steps to verify accuracy, at admission and at reexamination.

m Accepting a family’s self-certification at admission may reduce the initial burden on applicants
and speed up the lease-up process.

= PHAs are encouraged to consider the local needs and priorities in their communities along
with the potential risks of accepting self-certification of net family assets

= PHAs must repay funds for participants/tenants who are later found to be
ineligible for assistance
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ASSETS: SELF-CERTIFICATION

m PHAs who choose to accept self-certification must still fully verify net family assets
every three years

® PHAs who choose not to accept a family’s self-certification must verify a family’s net
assets.

= PHAs must include in their ACOPs or Admin Plans whether they will accept a family’s
self-certification of net family assets equal to or less than $50,000 at admission (only
for new admissions effective on or after 1/1/2024) and at reexamination.
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THANK YOU!

= Visit www.nahro.org/professionaldevelopment for upcoming professional development
opportunities — including our new in-depth HOTMA training (coming soon!)
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http://www.nahro.org/professionaldevelopment

NAHRO POLICY TEAM CONTACT INFORMATION

= Eric Oberdorfer = Tushar Gurjal

= Director of Policy and Program = Senior Policy Advisor

Development = tgurjal@nahro.org

= eoberdorfer@nahro.org

= Steven Molinari = Andrew Van Horn
®  Policy Analyst = Policy Analyst
= smolinari@nahro.org = avanhorn@nahro.org
www.nahroblog.org www.nahro.org
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