NSP/DAP 204


NEIGHBORHOOD STABILIZATION / DOWNPAYMENT ASSISTANCE PROGRAM – NSP/DAP
INCOME / ASSET  WORKSHEET

	*****PLEASE READ INSTRUCTIONS ON PAGE TWO BEFORE COMPLETING THIS FORM*****


	Borrower #1 Name:
	     
	Soc. Sec. #:
	     

	Borrower #2 Name:
	     
	Soc. Sec. #:
	     

	Total Number in Household:
	     
	Number of Adult Income Earners:
	     

	Name(s) of other Household Members earning income:
	     

	
	     

	


Monthly income represents a total of the following: (Insert a figure, or the word “none” for each entry)

(See attached worksheets and instruction; complete as necessary to disclose all sources of income)
	INCOME SOURCE
	BORROWER

 #1
	BORROWER #2
	OTHER HOUSEHOLD MEMBER

	Wages and/or Salaries (current month)
	$     
	$     
	$     

	Bonus (monthly average)
	$     
	$     
	$     

	Overtime (monthly average)
	$     
	$     
	$     

	Self Employment
	$     
	$     
	$     

	Part-time employment (monthly average)
	$     
	$     
	$     

	Income from Assets:  Savings accounts and the average 6‑month balance of checking accounts; stocks; bonds; savings certificates; money market funds; equity in real property or other capital investments; IRA, Keogh and similar retirement savings accounts; etc. Apply 2% passbook rate to non-interest bearing cash assets, equity and other investments- refer to inclusions/exclusions..
	$     
	$     
	$     

	OTHER: (Please circle the choices which apply.) 

VA Compensation; Net Rental Income; Tips, Fees, Commissions; Unemployment Compensation; Severance Pay; Royalties; Pensions, Annuities, Insurance Payments, Disability; Death Benefits; Public Assistance; Social Security Benefits; Investment, Business Income, Other:
	$     
	$     
	$     

	Total Monthly Income 
	$     
	$     
	$     


	Combined Total Monthly Income
	$     

	Combined Total Monthly Income X 12 = Combined Total Annual Income
	$     


Lender must provide supporting documentation related to all income sources, (i.e. Verifications of Employment, Award Letters, Pay Stubs, etc.)   Year to date pay stub includes payment for part of the prior calendar year.    FORMCHECKBOX 
 Yes    FORMCHECKBOX 
 No.

Borrower #1 is paid:  (check one)
 FORMCHECKBOX 
 Weekly    FORMCHECKBOX 
 Bi-weekly    FORMCHECKBOX 
 Semi-monthly    FORMCHECKBOX 
 Monthly

(  24 pay periods (every 15 days)

(  26 pay periods (every 14 days)

Borrower #2 is paid:  (check one)
 FORMCHECKBOX 
 Weekly    FORMCHECKBOX 
 Bi-weekly    FORMCHECKBOX 
 Semi-monthly    FORMCHECKBOX 
 Monthly

(  24 pay periods (every 15 days)

(  26 pay periods (every 14 days)

I certify that the lending institution I represent has conducted a thorough verification of the borrower’s income and present the above information as accurate and complete.  I have attached all necessary documentation according to the instructions on page two.

	
	
	
	
	

	Lender’s Representative Signature
	Date
	
	Title
	

	
	
	
	
	

	
	
	
	
	

	Print Name
	
	
	
	


NEIGHBORHOOD STABILIZATION PROGRAM/ DOWNPAYMENT ASSISTANCE PROGRAM (NSP/DAP)

COMPUTING HOUSEHOLD INCOME INSTRUCTIONS

The lender must certify that the borrower’s anticipated household income does not exceed the program maximum limit.  In order to compute the NSP/DAP income, the lender should carefully follow the instructional steps included in this section.

GENERAL INFORMATION

The lender must complete an INCOME CALCULATION PACKAGE for each adult, whose name will appear on the title, including the borrower’s spouse, regardless of whether they will be on title, and all adult members of the household that will occupy the property.

	An INCOME CALCULATION PACKAGE includes:   (1) Income Computation Worksheet – Page 1; (2) Employer Verification of Employment (VOE);  (3) Third party verifications for all other sources of income;  (4) Third party verifications or other documentation on income from assets;  (5) Most recent Year-to-date pay stubs (30 Days); (6) Calculator tape and appropriate explanation of lender’s calculation; and (7) Three prior year’s federal income tax returns. 


NOTE ABOUT TAX RETURNS: Tax Returns are required primarily to help verify no prior ownership of residential property in the last three (3) years.  They are mentioned in this (income) section, however, because they also help establish income history in the case of borrowers whose income is seasonal or subject to substantial variation from month to month.  Tax Returns must include all attachments and be signed and dated recently in blue ink by the taxpayer(s).  For more information on tax returns, see the Program Manual.

INSTRUCTIONS FOR CALCULATING HOUSEHOLD INCOME

NOTE TO LENDER: THE WAY TO CALCULATE INCOME FOR THE (NSP/DAP) WILL NOT MATCH THE WAY INCOME IS CALCULATED FOR UNDERWRITING THE FIRST MORTGAGE.  For example, NSP/DAP requires that you count every source of borrower income, regardless of its history or predictability.  Also, NSP/DAP requires calculation of anticipated annual income.

Prepare one INCOME CALCULATION PACKAGE for each mortgagor and each adult member of the household, using the general instructions based on income category below.

SALARIED  Do not average income.  Use the VOE and current pay stub to determine the anticipated monthly gross income.  To that, add every other source of income currently earned or received by the borrower.  Multiply by twelve for the annual income figure.  Enclose the calculator tape, and any other appropriate explanatory material.

SELF-EMPLOYED  You will submit three prior year’s tax returns.  Use the two most recent years’ tax returns plus a signed year-to-date profit and loss statement to determine an average monthly income figure.  Use the net income figure from the Schedule C, adding the depreciation figure back in.  Your average should include the two complete prior years plus the number of months in the current year (e.g. a July application would include a 30 month average).  Do not forget to include all other sources of income to the borrower.  Enclose the calculator tape, and any other appropriate explanatory material.

SPORADIC  For earnings which are seasonal or otherwise unpredictable, follow the instructions for Self-Employed, and include a brief written explanation of earnings history.

NO INCOME  Submit notarized “Declaration of No Income Form.”

ADDITIONAL INFORMATION

YEAR-TO-DATE  Sometimes the year-to-date figures on the pay stub includes pay from the latter part of the prior year.  It is your responsibility to know if this is the case, and to provide written verification from the employer.  (Otherwise, the borrower may be determined over-income.)

BONUS  If the borrower earns a bonus once a year, divide the most recent bonus figure by twelve to get a monthly average; if once per quarter, divide by three, etc.

SUMMARY   Before the INCOME CALCULATION PACKAGE is submitted for your borrower, check to see if a clear, easy to understand package of the borrower’s income situation has been provided.  Does the monthly computed salary agree with that of the VOE?  With the pay stub?  If not, clearly explain the differences. The completeness of the income calculation package will be directly related to how quickly the DAP loan is approved.

Annual Household Income Calculation Worksheet
Name




Hourly Pay


x 2080 Hours

Annual Income

     




$     



x 2080


$     
     




$     



x 2080


$     
     




$     



x 2080


$     
Name




Weekly Pay


x 52 Weeks

Annual Income

     




$     



x 52


$     
     




$     



x 52


$     
     




$     



x 52


$     
Name




Bi-Weekly Pay


x 26 Pays

Annual Income

     




$     



x 26


$     
     




$     



x 26


$     
     




$     



x 26


$     
Name




Semi-Monthly


x 24 Pays

Annual Income

     




$     



x 24


$     
     




$     



x 24


$     
     




$     



x 24


$     
Name




Monthly


x 12 Pays

Annual Income

     




$     



x     


$     
     




$     



x     


$     
     




$     



x     


$     
Name




Other Income


x Pay Period

Annual Income

     




$     



x     


$     
     




$     



x     


$     
     




$     



x     


$     
Other Calculations: 

     

$      Per Hr 
x      Hours  

x      Weeks

$     
     

$      Per Hr 
x      Hours  

x      Weeks

$     
Total Income
A. $     
Household Asset Income
	Asset 
	Cash Value
	Interest
	Actual Income

	     
	     
	     
	     

	     
	     
	     
	     

	     
	     
	     
	     

	     
	     
	     
	     

	     
	     
	     
	     

	     
	     
	     
	     

	     
	     
	     
	     

	     
	     
	     
	     

	     
	     
	     
	     

	     
	     
	     
	     

	     
	     
	     
	     

	     
	     
	     
	     

	     
	     
	     
	     

	     
	     
	     
	     

	     
	     
	     
	     

	     
	     
	     
	     

	     
	     
	     
	     

	     
	     
	     
	     

	     
	     
	     
	     

	     
	     
	     
	     

	     
	     
	     
	     

	B. Total Cash Value
	$     
	

	C. Total Actual Income
	C.      

	D. If line B is greater than $5,000, multiply line B by two percent (2.0%) and enter
	D.      

	E. Enter the greater of line C or line D here
	E.      

	
	

	F. Add line A ( from previous page) and line E.
Total Annual  Income
	F. $     


INCOME AND ASSET AFFIDAVIT
HOUSEHOLD ELIGIBILITY DETERMINATION


Applicant Name_____________________________________SS#___________________

Co-Applicant Name__________________________________SS#___________________
The information contained in this form is correct to the best of my/our knowledge.  I/We understand that I/we must qualify for the program under the Eligibility Guidelines, and that I/we may be disqualified if any information presented in this form is false. I/we further understand that the purpose of this program is to assist income-qualified owner-occupants with the purchase of their home. I/We have no intention of selling or renting their home in the near future.

I/We have made no misrepresentations in the loan application or other documents, nor did I/we omit any pertinent information.  I/we understand that the information provided in this form will be used to determine my/our eligibility and I/we have no other income or asset information to disclose other than reported on this form. I/We understand that misrepresentation or omission of information may result in default and required repayment of this loan.

I/we hereby certify that all information provided in this form and the application is true, complete and correct.  I/We fully understand that it is a Federal crime punishable by fine or imprisonment, or both, to knowingly make any false statements when applying for this loan, as applicable under the provisions of Title 18, United States Code, Section 1014.

By my/our signature below, I/we authorize the Town of Apple Valley to verify all statements made with any source, to include a credit report, and other review, if warranted.  I/We acknowledge receipt of the loan information stating that these loans are funded with federal funds.

	
	
	

	Applicant’s Signature
	
	Date


	
	
	

	Co-Applicant’s Signature
	
	Date






Sworn to before me this              day of                             , 2009
	

	

	Notary Public



	

	My Commission Expiration Date


This form requires notarization

CALIFORNIA JURAT WITH AFFIANT STATEMENT

 FORMCHECKBOX 

See Attached Document ( Notary to Cross Out Lines 1 – 5 Below)

 FORMCHECKBOX 

See Statement Below ( Lines 1 – 5 to be completed only by document signer(s), 
not notary)

1. ____________________________________________________________

2. ____________________________________________________________

3. ____________________________________________________________

4. ____________________________________________________________

5. ____________________________________________________________

_______________________________________________________________


Signature of document signer #1    


 Signature of document signer #2
State of California

County of San Bernardino
Subscribed and sworn to ( or affirmed) before me, ____________________________, a notary public on this 
________ day of ______________________, 2009, by  

___________________________________________________________________, proved to me on the basis of satisfactory evidence to be the person(s) who appeared before me.

Signature______________________________________  (Seal)

Title or Type of Document______________________________________

Document Date________________________     Number of Pages_______

Signers other than named above: ________________________________________________________________________________________________________________________________________________________________________________

Top of Thumbprint




Top of Thumbprint


RIGHT THUMBPRINT 



RIGHT THUMBPRINT


OF SIGNER #1




OF SIGNER #2


Town of Apple Valley

NEIGHBORHOOD STABILIZATION PROGRAM/DOWNPAYMENT ASSISTANCE PROGRAM (NSP/DAP)
Inclusions and Exclusions

	Inclusions

General Category
Statement from 24 CFR 5.609 paragraph (b) (April 1, 1998)
1. Income from wages, salaries, tips, etc.
The full amount, before any payroll deductions, of wages and salaries, overtime pay, commissions, fees, tips and bonuses, and other compensation for personal services. 
2. Business Income 
Net income from the operation of a business or profession. Expenditures for business expansion or amortization of capital indebtedness cannot 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 & Dividend Income
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 is permitted only as authorized in number 2 (above). Any withdrawal of cash or assets from an investment will be included in income, except to the extent the withdrawal is reimbursement of cash or assets invested by the family. Where the family has net family assets in excess of $5,000, annual income shall include the greater of the actual income derived from all net family assets or a percentage of the value of such assets based on the current passbook savings rate, as determined by HUD.

4. Retirement & Insurance Income
The full amount of periodic payments received from Social Security, annuities, insurance policies, retirement funds, pensions, disability or death benefits, and other similar types of periodic receipts, including a lump-sum amount or prospective monthly amounts for the delayed start of a periodic payment (except as provided in number 14 of Income Exclusions). 
5. Unemployment & Disability Income 
Payments in lieu of earnings, such as unemployment and disability compensation, worker's compensation and severance pay (except as provided in number 3 of Income Exclusions). 
6. Welfare Assistance
Welfare Assistance. If the welfare assistance payment includes an amount specifically designated for shelter and utilities that is subject to adjustment by the welfare assistance agency in accordance with the actual cost of shelter and utilities, the amount of welfare assistance income to be included as income shall consist of:· the amount of the allowance or grant exclusive of the amount specifically designated for shelter or utilities; plus · the maximum amount that the welfare assistance agency could in fact allow the family for shelter and utilities. If the family welfare assistance is ratably reduced from the standard of need by applying a percentage, the amount calculated under this paragraph is the amount resulting from one application of the percentage. 
7. Alimony, Child Support, & Gift Income
Periodic and determinable allowances, such as alimony and child support payments, and regular contributions or gifts received from organizations or from persons not residing in the dwelling. 
8. Armed Forces Income
All regular pay, special day and allowances of a member of the Armed Forces (except as provided in number 7 of Income Exclusions). 



Exclusions
	General Category
	Statement from 24 CFR 5.609 paragraph (c) (April 1, 1998) 

	1. Income of Children
	Income from employment of children (including foster children) under the age of 18 years. 

	2. Foster Care Payments
	Payments received for the care of foster children or foster adults (usually persons with disabilities, unrelated to the tenant family, who are unable to live alone). 

	3. Inheritance and Insurance Income
	Lump-sum additions to family assets, such as inheritances, insurance payments (including payments under health and accident insurance and worker's compensation), capital gains and settlement for personal or property losses (except as provided in number 5 of Income Inclusions). 

	4. Medical Expense Reimbursements
	Amounts received by the family that are specifically for, or in reimbursement of, the cost of medical expenses for any family member. 

	5. Income of Live-in Aides
	Income of a live-in aide (as defined in 24 CFR5.403).

	6. Student Financial Aid
	The full amount of student financial assistance paid directly to the student or to the educational institution. 

	7. "Hostile Fire" Pay
	The special pay to a family member serving in the Armed Forces who is exposed to hostile fire. 

	8. Self-Sufficiency Program Income
	a. Amounts received under training programs funded by HUD. 

b. Amounts received by a person with a disability that are disregarded for a limited time for purposes of Supplemental Security Income eligibility and benefits because they are set side for use under a Plan to Attain Self-Sufficiency (PASS). 

c. Amounts received by a participant in other publicly assisted programs that are specifically for, or in reimbursement of, out-of-pocket expenses incurred (special equipment, clothing, transportation, childcare, etc.) and that are made solely to allow participation in a specific program. 

d. Amounts received under a resident service stipend (as defined in 24 CFR 5.609(c)(8)(iv). 

e. Incremental earnings and benefits resulting to any family member from participation in qualifying state or local employment training programs (including training not affiliated with a local government) and training of a family member as resident management staff. Amounts excluded by this provision must be received under employment training programs with clearly defined goals and objectives, and are excluded only for the period during which the family member participates in the employment-training program. 

	9. Gifts
	Temporary, nonrecurring, or sporadic income (including gifts). 

	10. Reparation Payments
	Reparation payments paid by a foreign government pursuant to claims under the laws of that government by persons who were persecuted during the Nazi era. 

	11. Income from Full-time Students 
	Earnings in excess of $480 for each full-time student 18 years old or older (excluding the head of household or spouse). 

	12. Adoption Assistance Payments
	Adoption assistance payments in excess of $480 per adopted child. 

	13. Family Support Act Income
	For public housing only, the earnings and benefits to any family member resulting from the participation in a program providing employment training and supportive services in accordance with the Family Support Act of 1988, section 22 of the 1937 Act (43 U.S.C. 1437t), or any comparable federal, state or local law during the exclusion period. 

	14. Social Security & SSI Income
	Deferred periodic amounts from SSI and Social Security benefits that are received in a lump sum amount or in prospective monthly amounts. 

	15. Property Tax Refunds
	Amounts received by the family in the form of refunds or rebates under state or local law for property taxes paid on the dwelling unit.

	16. Home Care Assistance 
	Amounts paid by a state agency to a family with a member who has a developmental disability and is living at home to offset the cost of services and equipment needed to keep this developmentally disabled family member at home. 

	17. Other Federal Exclusions 
	Amounts specifically excluded by any other federal statute from consideration as income for purposes of determining eligibility or benefits under a category of assistance programs that includes assistance under any program to which the exclusions of 24 CFR 5.609(c) apply, including:
[image: image1.png]


 
The value of the allotment made under the Food Stamp Act of 1977;
[image: image2.png]


 
Payments received under the Domestic Volunteer Service Act of 1973 (employment through VISTA, Retired Senior Volunteer Program, Foster Grandparents Program, youthful offender incarceration alternatives, senior companions); 
[image: image3.png]


 
Payments received under the Alaskan Native Claims Settlement Act;
[image: image4.png]


 
Payments from the disposal of funds of the Grand River Band of Ottawa Indians;
[image: image5.png]


 
Payments from certain sub-marginal U.S. land held in trust for certain Indian tribes;
[image: image6.png]


 
Payments, rebates or credits received under Federal Low-Income Home Energy Assistance Programs (includes any winter differentials given to the elderly);
[image: image7.png]


 
Payments received under the Main Indian Claims Settlement Act of 1980 (Pub. L. 96-420, 9z Stat. 1785);
[image: image8.png]


 
The first $2,000 of per capita shares received from judgments awarded by the Indian Claims Commission or the Court of Claims or from funds the Secretary of Interior holds in trust for an Indian tribe;
[image: image9.png]


 
Amounts of scholarships funded under Title IV of the Higher Education act of 1965, including awards under the Federal work-study program or under the Bureau of Indian Affairs student assistance programs, or veterans benefits;
[image: image10.png]


 
Payments received under Title V of the Older Americans Act (Green Thumb, Senior Aides, Older American Community Service Employment Program);
[image: image11.png]


 
Payments received after January 1, 1989, from the Agent Orange Settlement Fund or any other fund established pursuant to the settlement in the In Re Agent Orange product liability litigation, M.D.L. No. 381 (E.D.N.Y.);
[image: image12.png]


 
Earned income tax credit;
[image: image13.png]


 
The value of any child care provided or reimbursed under the Child Care and Development Block Grant Act of 1990; and
[image: image14.png]


 
Payments received under programs funded in whole or in part under the Job Training Partnership Act (employment and training programs for native Americans and migrant and seasonal farm workers, Job Corps, veterans employment programs, State job training programs and career intern programs). 



Treatment of Assets 
Some assistance programs require that families “spend down” assets before they can participate. There is no asset limitation for participation in the HOME Program. Income from assets is, however, recognized as part of annual income under the Part 5 definition. To comply with the Part 5 rules regarding assets, PJs must know: (1) what to include as assets, (2) how to compute the market and cash value of those assets, and (3) how to determine the income from the asset to be included in annual income.

What to Include as an Asset 
In general terms, an asset is a cash or non-cash item that can be converted to cash. Exhibit 3.8 summarizes items that are and are not to be considered assets. (Note: it is the income earned – e.g., interest on a savings account – not the value of the asset – that is counted in annual income.) Exhibits 3.9 through 3.11 provide examples and exercises that demonstrate how income from assets is calculated. Market Value and Cash Value Assets have both a market value and a cash value. The market value of an asset is simply its dollar value on the open market. For example, the market value of a share of stock is the price quoted on the stock exchange on a particular day. A property’s market value is the amount it would sell for on the open market. This may be determined by comparing the property with similar, recently sold properties. 

An asset’s cash value is the market value less reasonable expenses required to convert the asset to cash, including: 

• Penalties or fees for converting financial holdings. Any penalties, fees, or transaction charges levied when an asset is converted to cash are deducted from the market value to determine its cash value (e.g., penalties charged for premature withdrawal of a certificate of deposit, the transaction fee for converting mutual funds to cash or broker fees for converting stocks to cash); and/or 

• Costs for selling real property. Settlement costs, real estate transaction fees, payment of mortgages/liens 

against the property and any legal fees associated with the sale of real property are deducted from the market value to determine equity in real estate. Under the rules of Part 5, only the cash value (rather than the market value) of an item is counted as an asset. If more than one person owns an asset, PJs must prorate the asset according to the applicant’s percentage of ownership. If no percentage is specified or provided by state or local law, PJs must prorate the asset evenly among all owners. If an asset is not effectively owned by an individual, it is not counted as an asset. 

Actual Income from Assets 
Assets can generate income, and for the purpose of determining an applicant’s income, the actual income generated by the asset (e.g., interest on a savings or checking account) is what counts, not the value of the asset. The income is counted, even if the household elects not to receive it. For example, if an applicant elects to reinvest the interest or dividends from an asset, it is still counted as income. 

As with other types of income, the income included in annual income calculation is the income that is anticipated to be received from the asset during the coming 12 months. Several methods may be used to approximate the anticipated income from the asset. For example, to obtain the anticipated interest on a savings account, the current account balance can be multiplied by the current interest rate applicable to the account. Alternatively, if the value of the account is not anticipated to change in the near future and the interest rate has been stable, a copy of the IRS 1099 form showing past interest earned can be used. 

Many PJs are surprised to learn that checking account balances (as well as savings account balances) are considered an asset. This rule is not intended to count monthly income as an asset, but rather, is recognition that some households keep assets in their checking accounts. To avoid counting monthly income as an asset, PJs should use the average monthly balance over a six-month period as the cash value of the checking account. 

Two Unique Rules 
For most assets, calculating cash value and the income from the assets is straightforward. Special rules have, however, been established to address two circumstances – situations in which the assets produce little or no income, and assets that are disposed of for less than fair market value. 

When an Asset Produces Little or No Income 
This rule assumes that a household with assets has an increased payment ability, even if its assets do not currently produce income. (For example, a household that owns land that is not rented or otherwise used to produce income.) Rather than require the household to dispose of the property, the rule requires that an “imputed” income be calculated based on a Passbook Rate that is applied to the cash value of all assets. 

This rule only applies if the total cash value of all assets is more than $5,000. The following examples illustrate how imputed income from assets calculation is applied. 

Example 1: The Cayhill family has $6,000 (average balance over six months) in a non- interest-bearing checking account. The PJ would include in annual income an amount based on the current Passbook Rate. The calculation would be: $6,000 x .02 = $120. 

Example 2: The Shaw family has $3,000 (average balance over six months) in a non-interest-bearing checking account and $5,500 in an interest-bearing savings account. The family reports and the PJ verifies $150 interest on the savings account. The PJ would count the greater of the actual income from assets or the imputed income based on the Passbook Rate, as shown below: 

Imputed income ($8,500 x .02) = $170 

Actual income $150 

Included in annual income $170 

Note: Currently, each Field Office establishes the passbook savings rate to be used by the PHAs within its jurisdiction. A Field Office determines the rate based on the average interest rate received on passbook savings accounts at several banks in the local area (24 CFR 5.609 and Form HUD-50058 Family Report Instruction Booklet,8 p. 22). Although the new Public Housing Occupancy Guidebook,9 page 122, footnote 35, states that "Consistent with the Multi-family Housing Program, PHAs will use a standard 2% passbook rate," the current method described above will remain in effect until superceded by PIH Notice. Check with your state or regional HUD Field Office for the applicable Passbook Rate for your community. 

Example 3: The Smiths have $600 (average balance over six months) in a non-interest-bearing checking account. No income from assets would be counted because the family has no actual income from assets and the total amount of all assets is less than $5,000. 

When Assets are Disposed of at Less than Fair Market Value 
Applicants who dispose of assets for less than fair market value (i.e., value on the open market in an “arm’s length transaction”) have, in essence, voluntarily reduced their ability to afford housing. The Part 5 rules require, therefore, that any asset disposed of for less than fair market value during the two years preceding the income determination be counted as if the household still owned the asset. 

The amount to be included as an asset is the difference between the cash value of the asset and the amount that was actually received (if any) in the disposition of the asset. Consider the following examples. 

Example 1: Mr. Jones cashed in stock to give a granddaughter funds for college in August 2004. The stock had a market value of $4,500 and a broker fee of $500 was charged for the transaction. 

Market value $4,500 

Less broker’s fee 500
Cash value to be considered $4,000 

The $4,000 in assets would be counted for any income determination conducted until August 2006 (looking forward two years from the time of disposal). 

If Mr. Jones has no other assets, no income from assets would be included in annual income because the cash value of the asset is less than $5,000. If other assets brought total assets to more than $5,000, however, the imputed income calculation described previously would be required. 

Example 2: Mrs. Dutch “sold” a piece of property to a family member for $30,000 on July 1, 2004. The home was valued at $75,000 and had no loans against it. 

Market value $75,000 

Less settlement costs 3,000 

Less sales price 30,000
Cash value to be considered $42,000 

The $42,000 would be counted as an asset for any income determination conducted until July 1, 2006. 

The $42,000 would be combined with the cash value of other assets (if any), and an imputed income calculation would be required. 

Each applicant must certify whether an asset has been disposed of for less than fair market value. Assets disposed of for less than fair market value as a result of foreclosure or bankruptcy are not included in this calculation. In the case of a disposition as part of a separation or divorce settlement, the disposition will not be considered to be less than fair market value if the applicant receives (or received) important consideration not measurable in dollar terms. 

	Exhibit 3.8 – Part 5 Annual Income Net Family Asset Inclusions and Exclusions 

	Inclusions
1. Cash held in savings accounts, checking accounts, safe deposit boxes, homes, etc. For savings accounts, use the current balance. For checking accounts, use the average 6-month balance. Assets held in foreign countries are considered assets. 

2. Cash value of revocable trusts available to the applicant. 

3. Equity in rental property or other capital investments. Equity is the estimated current market value of the asset less the unpaid balance on all loans secured by the asset and all reasonable costs (e.g., broker fees) that would be incurred in selling the asset. Under HOME, equity in the family’s primary residence is not considered in the calculation of assets for owner-occupied rehabilitation projects. 

4. Cash value of stocks, bonds, Treasury bills, certificates of deposit, mutual funds, and money market accounts. 

5. Individual retirement, 401(K), and Keogh accounts (even though withdrawal would result in a penalty). 

6. Retirement and pension funds. 

7. Cash value of life insurance policies available to the individual before death (e.g., surrender value of a whole life or universal life policy). 

8. Personal property held as an investment such as gems, jewelry, coin collections, antique cars, etc. 

9. Lump sum or one-time receipts, such as inheritances, capital gains, lottery winnings, victim’s restitution, insurance settlements and other amounts not intended as periodic payments. 

10. Mortgages or deeds of trust held by an applicant. 


	Exclusions

1. Necessary personal property, except as noted in number 8 of Inclusions, such as clothing, furniture, cars, and vehicles specially equipped for persons with disabilities. 

2. Interest in Indian trust lands. 

3. Assets not effectively owned by the applicant. That is, when assets are held in an individual’s name, but the assets and any income they earn accrue to the benefit of someone else who is not a member of the household and that other person is responsible for income taxes incurred on income generated by the asset. 

4. Equity in cooperatives in which the family lives. 

5. Assets not accessible to and that provide no income for the applicant. 
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