


January 5, 2007
TO: State Directors
Rural Development

ATTENTION:  Housing Programirectors and Staff Involved In The
Section 523 Mutual Self-Help Housing Program

FROM: David J. Villano Signed by Cathy Glover) for
Deputy Administrator
Single Family Housing

SUBJECT: Funding of Sectids23 Mutual Self-Help Housing
Grants for Fiscal Year 2007

The purpose of this memorandum is to prowgd@lance in the processing and funding of
Section 523 Mutual Self-Help Housingdsits for Fiscal Year (FY) 2007.

As you are aware, the FY 2007 appropriation lilé not been enacted and we are operating
under a Continuing Resolution. Based upon theid®ets budgetequest, and action taken by

our appropriation committees to date, we antieipghée allocation for Section 523 grants to be
approximately $33.7 million. Based upon resultswf survey of funding needs, demand will

far exceed available resources. Therefore, in order to effectively mange our limited resources,
the following policies and procedurkave been implemented for FY 2007:

Existing performing granteeswill be limited to a grant in aamount not to exceed 60% of their
previous grant. If this amount is leisgn the grantee acipated, this willbe considered a

partial funding of the grant andagtee should be so advised. New grant agreements should also
reflect any deviation from @vo-year grant cycle.

New grant requests of up to $250,000 will be considered. These wih@abnsidered partial
funding of a larger proposal. Any eligible ongzation can apply; howev, preference will be
given to proposals that meet onenwore of the following conditions:

EXPIRATION DATE: FILING INSTRUCTIONS:
September 30, 2007 Housing Programs



e The grantee will serve a state with@m active Self-Help housing program;

e The grantee will serve an underservegbaor a county/parish without an
active Self-Help housing program;

e The grantee is an organiim that is multi-funded;

e The grantee has secured funds thatlegerage (reduce the cost) of the
Section 523 grant;

e The grantee proposes a realistic and tie@hnical assistandd@A) cost per
house;

e The grantee is an existing organizatwith demonstrated capacity to provide
TA to administer a housing program.

Three funding rounds will be held: March 1, Junend September 1, with funding of up to
$600,000 to be made available per round. Appbeatimust be submitted to the National Office
on or before the above dates to be consdieAgpplications submitted but not selected for
funding will be carried over tthe next round for consideratiotunfunded applications will be
returned to the States Offices after fimal awards are made in September.

Predevelopment grants: Any eligible organization can applhowever, preference will be
given to proposals that meet onenmore of the following conditions:

e The grantee will serve a state withaum active Self-Help housing program;

e The grantee will serve an area with aftdential emergency declaration that
is without an active 3eHelp housing program;

e The grantee is an organtim that is multi-funded;

e The grantee has secured funds thatleserage (reduce the cost) of the
Section 523 grant;

e The grantee proposes a reatigtnd low TA cost per house;

e The grantee is an existing organizatiothvdemonstrated capacity to provide
TA to administer a housing program.

Up to $40,000 will be made available peund (March 1, June 1 and September 1).
Predevelopment applications will be hasdlin the same manner as above.

Subsequent grant requests will not be cordered except in rare cases beyond the
reasonable control of the grantee.Therefore, it is imperativiat budgets and proposals reflect
reduced grant amounts or time frameswed#l developed and realistic.



States should continue to work with thieggional Technical and Management Assistance
Contractor and all applicatiostiould be carefully reviewed toee submission for funding. If

you have any questions, please contact CarolyiroBthe Single Family Housing Direct Loan
Division at (202) 720-1532.



January, 11 2007

TO: State Directors
Rural Development

ATTN: Rural Housing Program Director

FROM: Russell T. Davi¢Signed by Brad Martin) for
Administrator
Housing and Community Facilities Programs

SUBJECT:  Student Income Eligibility Determination for
Rural Development Multi-Family Properties

This unnumbered letter is issued to clarify howletermine student income eligibility for
applicants and tenants at Rural DevelopmenitiNfamily Housing (MFH properties, including
those with Rental Assistance (RA).

As required by 7 CFR 3560.153, ttalculation of household income and assets for Rural
Development MFH properties is defined as follows: (a) Annual income will be calculated in
accordance with 24 CFR 5.609; (b) Adjusted meowill be calculated in accordance with 24
CFR 5.611.

On December 30, 2005, the Department of Hapand Urban Development (HUD) issued a
final rule amending 24 CFR 5.609 to add a newgrazh (b)(9) to includ, as annual income,
any financial assistance in excess of amounttufbon that a student receives who meets the
criteria of the new 85.612. In@@mining the income eligibilt of a student at any Rural
Development MFH property regardless of subsitijus, the student’s financial assistance in
excess of tuition as defined in 85.609(b)(9) will beduded in the calculation of annual income.

This guidance does not affect the eligibility aftadent’s parents when the student is receiving
financial assistance and the studsresiding with his or her parentor is residing with parents
who are applying to receive RA. This onlfegts the eligibility ofstudents applying for
occupancy in a Rural Development MFH property separate from their parents.

EXPIRATION DATE: FILING INSTRUCTIONS:
January 31, 2008 Housing Programs
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All student applicants for assistance musbaheet all other Rural Development program
requirements that determine eligibility for occupancy.

In determining the eligibility for rental assista an owner must first determine whether or not
the individual is:

Under the age of 24 and

Enrolled at an institutn of higher education

Once it is determined that the individual is @deint then the owner neetb determine whether
or not the student:

Is a veteran

Is married, or

Has a dependent child

On July 27, 2006, President Bush signed intoda amendment that exempts college students
with disabilities from the restriction on providisgbsidy to college students if the student with
the disability as defined in sgon 7 CFR 3560.11 was receivingetassistance as of November
30, 2005.

The following attachments provide additional guidance:

1. Attachment A - is entitled “Eligibilityof Students — Frequently Asked Questions
(FAQs)” originally developed by HUD and mified for Rural Development purposes.

2. Attachment B is the final rule concerninggtéligibility of studets dated December 30,
2005.

3. Attachment C is the supplemental guidamated April 10, 2006. The attachments are
also available dtttp://www.hud.gov/offices/hsg/mfh/rhiip/mfhrhiip.cfm

This guidance supersedes the guidangardeng student income found in HB-2-3560,
Attachment 6-A. If you have any questiaegarding this memorandum, please contact Joan
Atkinson of the Multi-Family Housing Portio Management Divigin at (202) 720-1609.

Attachments



Attachment A

Eligibility of Students
Frequently Asked Questions (FAQSs)

1. Does the new law apply to both a part-time arfall-time student enrolled at an institution of
higher education?¥es. The new law applies to botfull-time and part-time students.
There is no exemption for part-time students.

2. Is a student who is currently residing isistd housing and receiving RA grandfathered in
under these new requirementlid. Students currently living in assisted housing and
receiving RA will not be grandfathered in. Redilents currently receiving rental assistance
should be recertified. The latesthat this new law can be impémented for these residents is
at their annual certification.

3. If the student is living withis or her parents who are aldgaeceiving RA, must the student
meet the eligibility requirementsiRo. The new law does not apply to students who are living
with their parents who are already living in an assisted unit and receiving RA nor do they
apply to students living with paents who are applying for RA.

4. How should “parents” be defid@ What if a student livesith a grandparent, aunt, guardian,
etc., do they have to metbe qualifications alsoTo be consistent with long-standing HUD
policy regarding eligibility for the section 8 programs, parents is defined as the biological
or adoptive parents or guardians, such agrandparents, aunt or uncle, godparents, etc.
Borrowers have the discretion to use this detfition or to adopt their own definition.
Whatever definition they use must be defineih the admission policie for their property.
(RD concurs with this definition).

5. If a student is under the age of 24, nottenaa, unmarried, and has no dependent children,
must both the student and the student’s parea&t the income eligibility requirements in order
for the student to be eligibleYes. In determining the income eligibility for assistance, a
Borrower must first determine whether or not the individual is:

a) Under the age of 24 AND

b) Enrolled at an institution of higher education

Once it is determined that the individual isa student then the Borrower needs to determine
whether or not the student:

a) Is aveteran

b) Is married, or

c) Has a dependent child

If the student does not meet any of the secondts criteria, then there is a two-part test
that must be met in order for the student to be eligible for RA:

(1) The student must be eligible for assistance AND
(2) The student’s parents, individually orjointly, must be eligble for assistance
UNLESS the student can demonstrate kior her independence from parents.

6. When determining the parents’ eligibildy the parents have to meet all of Rural
Development’s program eligibilityequirements in order foréhstudent to be eligibleRo. The
parents’ eligibility only refers to income eligibility.
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7. What income limit is used for determining the parents’ income eligibility& income limit
used for determining the parents’ income eligibity is the applicable low income limit for
the parents’ family size for the locality where the parents live.

For example, if the parents live in GreensbordNC, the low income limi for the family size
for Greensboro NC would be used. If the studdis parents live outside of the United States
in areas where income limits lave not been established, then the Borrower will use the
applicable low income limit far the parents’ family size forthe same locality used in
determining the student’s eligibility.

For example, if the student mst meet the income limit fo lowa City, lowa, then the
Borrower would use the low income limit forthe family size for lowa City, lowa for
determining the parents’ income eligibility.

8. In order to determine the income eligilgilof parents for RA, how will Borrowers and
managers obtain and verify income information on the parefes@etermine the eligibility of
the parents, the Borrower may accept a signedtker of certification of income from the
parents. If the Borrower determines thatthe parents’ declaration and certification of
income is questionable, the Borrower may requst that the parents provide documentation
to support their income. This would include but not be limited to, such items as IRS tax
returns, consecutive and original pay stubshank statements, benefit statements, etc.

9. What happens if the parents refusddolare or certifyo their income?The student will not
be eligible to receive assistance.

10. How can a student demonstratedniber independe® from parents?o determine a
student’s independence from his or her parets, the Borrower should use practices and
criteria already in place.

a. The student must be degal contract age under state law.

b. The individual must have established household separate from parent(s) or legal
guardians for at least one year prior to appcation for occupancy OR the individual must
meet theU.S. Department of Education’s defnition of an independent student.

c. The individual must not be claimeds a dependent by parents or legal guardians
pursuant to IRS regulations.

d. The individual must obtain a certification of the amount of financial assistance that
will be provided by parents, signed by the individual providing the support.

11. How will Borrowers verify a student’s indepkence from his or her parents in order to
determine that the student’s parents’ incasneot relevant for determining the student’s
eligibility? To verify a student’s independence fromhis or her parents, the Borrower must
take into consideration_ ALL of the following:

a. Review and verify previous addresmformation to determine evidence of a separate
household from parents OR verify that the student meets the U.S. Department of
Education’s definition of “independent student”.

b. Review the prior year income tax reurns to verify that th e student was not claimed
on the parents’ or legal guardians’ tax returns If the Borrower has verified that the
student meets the U.S. Departnme of Education’s definition of independent student then



he or she does not have to review the prigrear income tax returns to verify that the
student was not claimed on the parent®r legal guardians’ tax returns.

c. Verify the income provided bythe student’s parents by requiring a written
certification from the individual providing the support. This certification is required even
if the parents are not providing any support to the student.

If the borrower establishes additional criteria for determining the student’s independence
from parents, verification would also haveto be obtained in accordance with the
Borrower’s policies.

12. What is the definition of “independent stat’ used by the Department of Education for
Title IV aid purposesin order to meet the U.S. Departmat of Education’s definition of
“independent student” that is usedfor Title IV aid, the student must meet one or more of
the following criteria:

a. Be at least 24 years old by December 31 of the award year for which aid is sought;

b. Be an orphan or ward of the court through the age of 18; c. Be a veteran of the U.S.
Armed Forces;

d. Have legal dependents other than a spoug®r example, dependent children or parent);
e. Be a graduate or professional student; or

f. Be married.

13. What is included in “financiassistance”? Doesiitclude scholarships as well as federal,
State and local grants and loarfsifancial assistance includes any assistance the student
receives that is in excess of tuition unddahe Higher Education Act of 1965, from other
sources, and from institutions of higher education.

a. Under the Higher Education Atof 1965. This includes Pell Grants, Federal
Supplement Educational Opportunity Grants, Academic Achievement Incentive
Scholarships, State Assistance under the Levaging Educational Assistance Partnership
Program, the Robert G. Byrd Honors Scholaship Program and the Federal Work Study
programs.

b. Assistance from private sources. This would be non-governmental sources of
assistance, including assistandbat may be provided to a studat from a parent, guardian
or other family member, whether residing within the family in the secton 8 assisted unit or
not, and from other persons not residing in the unit.

c. From an institution of higher eduation. This requires a reference to a particular
institution and the institution’s listing of financial assistance.

Financial assistance does not include loan pceeds, therefore, the Perkins, Stafford and
Plus loans under the Higher Education Acbf 1965 are not considered as financial
assistance.

14. What is included in “tuition”? Does itdlude other fees charged by the educational
institution? Tuition has the same meaning in thisaw that is given this term by the
institution of higher education in which the student is enrolled. Tuition may or may not
include other fees charged by the educational institution. The Borrower will have to verify
with the institution of higher education where the student is enrolled what is included in
the term tuition for that particular institutio n. The Borrower will have to do this before
they can determine the amount of financihassistance that will be included in annual
income.
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15. Is a student only requiredrzeet the eligibility requirementsnder the new law at the time
of move-in or at the time of the first certifition implementing the new law or will he or she
have to meet the requirements a time of each annuegcertification?The Borrower must
ensure that at each annual certification, the sident remains eligible to receive assistance
by applying the same criteria they did wherthey first established the student’s eligibility
under the new law. This means that where botthe student and the student’s parents must
be income eligible for the student to continue to receive RA, the Borrower will be required
to determine the parents’ eligibility annually also.

16. If, in a household made up of several indigiduone individual is determined to be an
ineligible student, how will the assistanfor this household be determined8sistance will not
be prorated. If a current household hasa member who is an ineligible student, the
household will not be eligible to receive RA a®ng as the ineligible student remains in the
household. If an applicant household haan ineligible student as a member of the
household, the household is not eligible for assance. If, in a household that is currently
receiving RA, the Borrower determines that onef the household members is an ineligible
student, the assistance for that household mube terminated and the household given the
required 30-day notice that their rent is beirg increased to the note for their unit. The
assistance will remain terminated as longs the ineligible student remains in the
household. Should the ineligible student moveut, the household may again be eligible for
assistance, if available? In this instancehe remaining household members, with the
Borrower’s approval, could choose to move in asther eligible personor, if the household
composition doesn’t require the unit size thewre living in, the Borrower may require them
to move to a unit of the appropriate size. Bwowers cannot evict the ineligible student nor
can the Borrower require the student to move ouas long as the student is in compliance
with the lease.

17. Should the Borrower revise theact’'s Management Plan toclude the requirements of the
Final Rule? The Borrower should immediately update the Management Plan for the
property to incorporate the policies for admittance of students erolled at an institution of
higher education. This should be compted before implementing the new student
restrictions. The Borrower shouldalso notify both applicantson their waiting list and their
current residents of the new student eligibilityrequirements, if they have not already done
SO.

18. Is there any process for statketo appeal the Borrower’s nranagement agent’s decision
under these regulation®orrowers will provide appeal rights as required by 7 CFR
3560.160 for this and any adverse action.

19. What kind of timeframe is given to Bowers to update the Management Pl&ttrowers
should immediately update their Management Rins to reflect the n& income eligibility
restrictions for students.

20. Can | have clarification regarding termioatof assistance for someone in the household
who is ineligible? What happens in this situatidh@a Borrower determines that a student is
ineligible to receive assistancehe assistance must be termated. The Borrower cannot
evict or require the ineligible student to moveas long as the student is in compliance with
the lease.



5

For example, if the Borrower determines thata household member is an ineligible student,
the Borrower must give the household proper niification along with appeal rights, that
their assistance is being terminated and ahe same time provide the household the
required 30-day notice (or whatever is require by the local jurisdiction) that the
household’s rent is being increased to basic or terent. This noticeshould include appeal
rights as required by 7 CFR 3560.160. As long as the household pays the increased rent,
the household (the student) is in compliance witthe lease. If the household (the student)
doesn’t pay their rent, then they are in nm-compliance with the lease and the Borrower
could pursue eviction.

21. In a case where there is a 22-year old stydentarried but has a dependent child, does the
rule apply?No, the law does not apply in this case. The fact that the student has the
dependent child exempts her from the rule.

22. In a case where there is a student whorieatly living in RA unit who does not meet the
requirements, will the student have to pay basic or note rées? as the level of the student’s
income dictates, the student, or household éhstudent resides in, will be required to pay
basic or note rent.



Attachment B

Friday,
December 30, 2005

Part VIII

Department of Housing and Urban
Development

24 CFR Parts 5, 880, 883, et al.

Eligibility of Students for AssistedHousing Under Section 8 of the
U.S. Housing Act of 1937; Final Rule
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DEPARTMENT OF
HOUSING AND URBAN
DEVELOPMENT

24 CFR Parts 5, 880, 883, 884,
886, 891, and 982

[Docket No. FR-5036—F—01]
RIN 2501-AD19

Eligibility of Students for
Assisted Housing Under
Section 8 of the U.S. Housing
Act of 1937

AGENCY: Office of the
Secretary, HUD.

ACTION: Final rule.
SUMMARY: This rule
implements a new law, enacted
as part of HUD’s Fiscal Year
(FY) 2006 appropriations, that
restricts individuals enrolled in
an institution of higher
education and who meet certain
other requirements from
receiving assistance under
section 8 of the U.S. Housing
Act of 1937. The new law
directed HUD to issue a final
rule within 30 days of enactment
of the new law. This rule fulfills
the statutory requirement.
DATES: Effective Date:
January 30, 2006.

FOR FURTHER
INFORMATION CONTACT:
For Section 8 voucher issues,
Alfred C. Jurison, Director,
Housing Voucher Management
and Operations Division, Office
of Public and Indian Housing,
Room 4210, telephone (202)
708-0477;

for the Office of Housing’s
project-based Section 8, Gail
Williamson, Director, Housing
Assistance Policy Division,
Room 6180, telephone (202)
708-3000.

For all of the individuals, the
address is Department of
Housing and Urban

Development, 451 Seventh
Street, SW., Washington, DC
20410-8000. None of the
aforementioned telephone
numbers are toll-free numbers.
Persons with hearing or speech
impairments may access this
number through TTY by calling
the toll-free Federal Information
Relay Service at (800) 877—
8339.

SUPPLEMENTARY
INFORMATION:

I. Background

Fiscal Year (FY) 2006
appropriations for HUD were
recently enacted in Public Law
109-115 (119 Stat. 2936), which
was approved on November 30,
2005 (the Act). HUD's
appropriations are found in Title
[l of this law. Section 327 of
the administrative provisions of
Title Ill place restrictions on
housing assistance that can be
provided to students of higher
education under Section 8 of the
U.S. Housing Act of 1937 (42
U.S.C. 1437f). Specifically,
Section 327 of Public Law 109—
115 (Section 327) provides as
follows:

“Sec. 327. (a) No assistance
shall be provided under Section
8 of the United States Housing
Act of 1937 (42 U.S.C. 1437f)

to any individual who— (1) Is
enrolled as a student at an
institution of higher education
(as defined under section 102 of
the Higher Education Act of
1965 (20 U.S.C. 1002)); (2) Is
under 24 years of age; (3) Is not
a veteran; (4) Is unmarried; (5)
Does not have a dependent
child; and

(6) Is not otherwise individually
eligible, or has parents who,
individually or jointly, are not
eligible, to receive assistance

under section 8 of the United
States Housing Act of 1937 (42
U.S.C. 1437f). (b) For purposes
of determining the eligibility of

a person to receive assistance
under section 8 of the United
States Housing Act of 1937 (42
U.S.C. 1437f), any financial
assistance (in excess of amounts
received for tuition) that an
individual receives under the
Higher Education Act of 1965
(20 U.S.C. 100%t seq.), from
private sources, or an institution
of higher education (as defined
under the Higher Education Act
of 1965 (20 U.S.C. 1002)), shall
be considered income to that
individual, except for a person
over the age of 23 with
dependent children.” The new
law is intended to address recent
incidents of college students
obtaining federal housing
assistance without their
educational financial assistance
counting as income for purposes
of income eligibility for federal
housing assistance. The law also
describes how educational
financial assistance is to be
treated in the calculation of
income for purposes of
determining eligibility. Section
327 of the Act directs HUD to
issue a final rule to carry out this
section no later than 30 days
from the date of enactment of
the law. Since HUD finds the
restrictions of the law to be
clear, this final rule codifies the
restrictions largely as set forth in
the statute.

HUD strongly encourages public
housing agencies, owners, and
management agents
administering Section 8
programs to, as soon as it is
practicable, recertify existing
Section 8 participants that have
family members that may meet



the requirements of Section 327
of the Act. Prompt
recertification,in addition to
careful applicant screening, will
ensure compliance with the
restrictions of the new law.

II. This Final Rule

This final rule amends 24 CFR
part 5, subpart F, which
addresses income eligibility in
assisted housing, among other
matters, to incorporate the
provisions of the new law.
Specifically, this rule makes the
following amendments to 24
CFR part 5, subpart F. Section
5.609(b) of subpart F, which
lists forms of compensation that
are calculated as income, is
amended to include as income,
for programs under section 8 of
the U.S. Housing Act of 1937
(section 8), the educational
financial assistance described in
Section 327(b) of the Act,
except for persons over the age
of 23 with dependent children.
Section 327(b) provides for such
exemption for persons over the
age of 23 with dependent
children. HUD has interpreted
the term “financial assistance”
as used in Section 327(b) to not
include loan proceeds for the
purpose of determining income.
Section 5.609(c)(6) of subpart F
lists forms of compensation that
are excluded from the
calculation of annual income.
Prior to the change being made
by this final rule, 8 5.609(c)
provided for the full amount of
student financial assistance paid
directly to the student or the
educational institution to be
excluded from annual income.
Section 5.609(c)(6) is amended
to provide, by cross-reference to
§ 5.609(b), that the exclusion
does not pertain, with regard to
Section 8 programs, to the
financial assistance described in
Section 327(b) of the Act.

A new regulatory section, §
5.612, is added to 24 CFR part
5, subpart F, to codify the

criteria set forth in Section
327(a) of the Act by which an
individual enrolled in an
institution of higher education is
ineligible for assistance.
Subsection (a)(6) of Section 327
concludes the list of criteria by
providing that an individual who
is enrolled in an institution of
higher education is ineligible for
assistance if the individual is not
otherwise individually eligible,
or has parents who, individually
or jointly, are ineligible to
receive assistance under Section
8. Since Section 327 is focused
on income eligibility of a higher
education student, the
Department interprets the
section’s reference to the
eligibility of the parents to also
refer to income eligibility.

In addition to the amendments
made to 24 CFR part 5, subpart
F, this final rule also makes
conforming amendments to 24
CFR 880.603(b), 24 CFR
883.302, 24 CFR 884.102, 24
CFR 886.102, 24 CFR 886.132,
24 CFR 886.321(b), 24 CFR
891.610(c), 24 CFR 982.201,
and 24 CFR 982.552.

[1I. Justification for Final Rule
HUD generally publishes a rule
for public comment before
issuing a rule for effect, in
accordance with its own
regulations on rulemaking in 24
CFR part 10. Part 10, however,
provides for exceptions to the
general rule if the agency finds
good cause to omit advanced
notice and public participation.
The good cause requirement is
satisfied when prior public
procedure is “impractical,
unnecessary, or contrary to the
public interest” (see 24 CFR
10.1). In this rulemaking,
however, HUD is issuing a final
rule to comply with a statutory
directive to issue final
regulations within 30 days of
enactment of Public Law 109—
115.

IV. Findings and

Certifications

Regulatory Flexibility Act The
Regulatory Flexibility Act

(RFA) (5 U.S.C. 60%t seq.)
generally requires an agency to
conduct a regulatory flexibility
analysis of any rule subject to
notice and comment rulemaking
requirements, unless the agency
certifies that the rule will not
have a significant economic
impact on a substantial number
of small entities. This rule
would impose no additional
economic or other burdens on
small entities. The entities
affected by this rule are agencies
administering tenant-based and
project assisted housing and
properties that are already
required to screen applicants
applying for assistance. This
rule provides clear directions on
how educational financial
assistance is to be calculated in
an income determination prior to
receiving assistance under
section 8 of the U.S. Housing
Act of 1937.

Environmental Impact

In accordance with 24 CFR
50.19(c)(1) of the Department’s
regulations, this rule does not
direct, provide for assistance or
loan and mortgage insurance for,
or otherwise govern or regulate,
real property acquisition,
disposition, leasing,
rehabilitation, alteration,
demolition, or new construction,
or establish, revise, or provide
for standards for construction or
construction materials,
manufactured housing, or
occupancy. Therefore, this final
rule is categorically excluded
from the requirements of the
National Environmental Policy
Act (42 U.S.C 432%t seq.).
Unfunded Mandates Reform Act
Title 11 of the Unfunded
Mandates Reform Act of 1995
(UMRA) (2 U.S.C. 1531-1538)
establishes requirements for
federal agencies to assess the



effects of their regulatory
actions on state, local, and tribal
governments and the private
sector. This rule does not
impose any federal mandates on
any state, local, or tribal
government or the private sector
within the meaning of UMRA.
Executive Order 13132,
Federalism Executive Order
13132 (entitled “Federalism™)
prohibits, to the extent
practicable and permitted by
law, an agency from publishing
any rule that has federalism
implications and either imposes
substantial direct compliance
costs on state and local
governments and is not required
by statute, or the rule preempts
state law, unless the agency
meets the consultation and
funding requirements of section
6 of the Executive Order. This
rule does not have federalism
implications and does not
impose substantial direct
compliance costs on state and
local governments or preempt
state law within the meaning of
the Executive Order.

List of Subjects

24 CFR Part5

Administrative practice and
procedure; Aged; Claims;
Crime; Government contracts;
Grant programs—housing and
community development;
Individuals with disabilities;
Intergovernmental relations;
Loan programs-housing and
community development; Low
and moderate income housing;
Mortgage insurance; Penalties;
Pets; Public housing; Rent
subsidies; Reporting and
recordkeeping requirements;
Social security; Unemployment
compensation; Wages.

24 CFR Part 880

Grant programs—housing and
community development; Rent
subsidies; Reporting and
recordkeeping requirements.
24 CFR Part 883

Grant programs—housing and
community development; Rent
subsidies; Reporting and
recordkeeping requirements.
24 CFR Part 884

Grant programs—housing and
community development; Rent
subsidies; Reporting and
recordkeeping requirements;
Rural areas.

24 CFR Part 886

Grant programs—housing and
community development; Lead
poisoning; Rent subsidies;
Reporting and recordkeeping
requirements.

24 CFR Part 891

Aged, Civil rights, Grant
programs—housing and
community development,
Individuals with disabilities,
Loan programs—housing and
community development, Low
and moderate income housing,
Mental health programs, Rent
subsidies, Reporting and
recordkeeping requirements.
24 CFR Part 982

Grant programs—housing and
community development; Grant
programs—Indians; Indians;
Public housing; Rent subsidies;
Reporting and recordkeeping
requirements.

_ For the reasons stated in the
preamble, HUD amends 24 CFR
part 5 as follows:

PART 5—GENERAL HUD
PROGRAM
REQUIREMENTS;

WAIVERS

__ 1. The authority citation for 24
CFR part 5 is revised to read as
follows:

Authority: 42 U.S.C. 14374,
1437c, 1437d, 1437f, 1437n,
3535(d), and Sec. 327, Pub. L.
109-115, 119 Stat. 2936.
_2.In 85.609, add a new
paragraph (b)(9) and revise
paragraph (c)(6) to read as
follows:

§ 5.609 Annual income.

* k k * %

(b)***

(9) For section 8 programs only
and as provided in 24 CFR
5.612, any financial assistance,
in excess of amounts received
for tuition, that an individual
receives under the Higher
Education Act of 1965 (20
U.S.C. 100%t seq.), from
private sources, or from an
institution of higher education
(as defined under the Higher
Education Act of 1965 (20
U.S.C 1002)), shall be
considered income to that
individual, except that financial
assistance described in this
paragraph is not considered
annual income for persons over
the age of 23 with dependent
children. For purposes of this
paragraph, “financial
assistance” does not include
loan proceeds fahe purpose of
determining income.

* k k x %

(C) * ok ok

(6) Subject to paragraph (b)(9)
of this section, the full amount
of student financial assistance
paid directly to the student or to
the educational institution;

* k k % %

_ 3. Add § 5.612 to read as
follows:

§ 5.612 Restrictions on
assistance to students enrolled
in an institution of higher
education.

No assistance shall be provided
under section 8 of the 1937 Act
to any individual who:

(a) Is enrolled as a student at an
institution of higher education,
as defined under section 102 of
the Higher Education Act of
1965 (20 U.S.C. 1002);

(b) Is under 24 years of age;

(c) Is not a veteran of the United
States military;

(d) Is unmarried;

(e) Does not have a dependent
child; and (f) Is not otherwise
individually eligible, or has
parents who, individually or
jointly, are not eligible on the
basis of income to receive



assistance under section 8 of the
1937 Act.
PART 880—SECTION 8
HOUSING ASSISTANCE
PAYMENTS PROGRAM
FOR NEW CONSTRUCTION

4. The authority citation for 24
CFR part 880 continues to read
as follows:
Authority: 42 U.S.C. 1437a,
1437c, 1437d, 1437f, 3535(d),
12701, 13611-13619, and Sec.
327, Pub. L. 109-115, 119 Stat.
2936.

5. In 8 880.603(b), the
mtroductory
paragraph is revised to read as
follows:
§ 880.603 Selection and
admission of
assisted tenants.
* k k % %
(b) Determination of eligibility
and selection of tenants. The
owner is responsible for
obtaining and verifying
information related to income
eligibility in accadance with 24
CFR part 5, subpart F, and
evidence related to citizenship
and eligible immigration status
in accordance with 24 CFR part
5, subpart E, to determine
whether the applicant is eligible
for assistance in accordance
with the requirements of 24 CFR
part 5, and to select families for
admission to the program, which
includes giving selection
preferences in accordance with
24 CFR part 5, subpart D.
* k k% %
PART 883—SECTION 8
HOUSING ASSISTANCE
PAYMENTS PROGRAM—
STATE HOUSING
AGENCIES

6. The authority citation for 24
CFR part 883 continues to read
as follows:
Authority: 42 U.S.C. 14374,
1437c, 1437f, 3535(d), 13611—
13619, and Sec. 327, Pub. L.
109-115, 119 Stat. 2936.
_ 7.1n 8§ 883.302, the definitions
of Family andLow-Income

Family are removed and the
definition of Annual Income is
revised to read as follows:
§ 883.302 Definitions.
* k k * %
Annual Income. As defined in
part 5 of this title.
* % % % %
PART 884—SECTION 8
HOUSING ASSISTANCE
PAYMENTS PROGRAM,
NEW CONSTRUCTION
SET-ASIDE FOR SECTION
515 RURAL RENTAL
HOUSING PROJECTS

8. The authority citation for 24
CFR part 884 continues to read
as follows:
Authority: 42 U.S.C. 1437a,
1437c, 1437f, 3535(d), 13611—
13619, and Sec. 327, Pub. L.
109-115, 119 Stat. 2936.
_9.1n §884.102, the definition
of Income is revised to read as
follows:
§ 884.102 Definitions.
* k k * %
Income. Income from all sources
of each member of the
household as determined in
accordance with criteria
established by HUD and as
defined in 24 CFR part 5,
subpart F.
* k% k% % %
PART 886—SECTION 8
HOUSING ASSISTANCE
PAYMENTS PROGRAM—
SPECIAL ALLOCATIONS

10. The authority citation for
24 CFR part 886 continues to
read as follows:
Authority: 42 U.S.C. 14374,
1437c, 1437f, 3535(d), 13611—
13619, and Sec. 327, Pub. L.
109-115, 119 Stat. 2936.
_11.In § 886.102, the definition
of Income is revised to read as
follows:
§ 886.102 Definitions.
* k k¥ *x %
Income. Income from all sources
of each member of the
household as determined in
accordance with criteria

established by HUD and as
defined in part 5 of this title.
* k k% %
_12. Revise § 886.132 to read
as follows:
§ 886.132 Tenant selection.
Subpart F of 24 CFR part 5
governs selection of tenants and
occupancy requirements
applicable under this subpart A
of part 880.

13. Section 886.321(b)(1) is
revised to read as follows:
§ 886.321 Marketing.
* k k% %
(b)(1) HUD will determine the
eligibility of assistance of
families in occupancy before
sales closing. After the sale, the
owner shall be responsible for
taking applications, selecting
families, and all related
determinations, in accordance
with part 5 of this title. (See
especially, 24 CFR part 5,
subpart F).
* k k k%
PART 891—SUPPORTIVE
HOUSING FOR THE
ELDERLY AND PERSONS
WITH DISABILITIES

14. The authority citation for
24 CFR part 891 continues to
read as follows:
Authority: 12 U.S.C. 1701q, 42
U.S.C. 1437f, 3535(d), 8013,
and Sec. 327, Pub. L. 109-115,
119 Stat. 2936.

15. Section 886.610(c) is
revised to read as follows:
§ 891.610 Selection and
admission of tenants.
* k k% %
(c) Determination of eligibility
and selection of tenants. The
Borrower is responsible for
determining whether applicants
are eligible for admission and
for the selection of families. To
be eligible for admission, an
applicant must be an elderly or
handicapped family as defined
in 8 891.505; meet any project
occupancy requirements
approved by HUD; meet the
disclosure and verification



requirements for Social Security
Numbers and sign and submit
consent forms for obtaining of
wage and claim information
from State Wage Information
Collection Agencies, as
provided by 24 CFR part 5,
subpart B; and, if applying for
an assisted unit, be eligible for
admission under 24 CFR part 5,
subparts E and F.

* k k k%

PART 982—SECTION 8
TENANT BASED
ASSISTANCE: HOUSING
CHOICE VOUCHER
PROGRAM

__16. The authority citation for
24 CFR part 982 continues to
read as follows:

Authority: 42 U.S.C. 1437a,
1437c, 1437d, 1437f, 3535(d),
12701, 13611-13619, and Sec.

327, Pub. L. 109-115, 119 Stat.
2936.

_17. Section 982.201(a) is
revised to read as follows:

§ 982.201 Eligibility and
targeting.

(a) When applicant is eligible:
general.

The PHA may only admit an
eligible family to the program.
To be eligible, the applicant
must be a “family;” must be
income-eligible in accordance
with paragraph (b) of this
section and 24 CFR part 5,
subpart F; must be a citizen or a
noncitizen who has eligible
immigration status as
determined in accordance with
24 CFR part 5, subpart E.

* k k% %

_ 18. Section 982.552 is
amended to add a new paragraph
(b)(5) to read as follows:

§ 982.552 PHA Denial or
termination of assistance for
family.

* k% % % %

(b) * % *

(5) The PHA must deny or
terminate assistance if any
family member fails to meet the
eligibility requirements
concerning individuals enrolled
at an institution of higher
education as specified in 24
CFR 5.612.

* k% % % %

Dated: December 27, 2005.
Roy A. Bernardi,

Deputy Secretary.

[FR Doc. 05-24672 Filed 12—
27-05; 3:28 pm]
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Attachment C

Monday,
April 10, 2006

Part Il
Department of Housing and Urban
Development

Eligibility of Students for Assisted
Housing Under Section 8 of the U.S.
Housing Act of 1937; Supplementary
Guidance; Notice

DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
[Docket No. FR-5036-N—-02]

Eligibility of Stude nts for Assisted

Housing under Section 8 of the U.S. Hoursg Act of 1937; Supplementary Guidance

AGENCY: Office of the Assistant Secretary for Housing-Federal Housing Commissioner, and Office of
the Assistant Secretary for Rigband Indian Housing, HUD.

ACTION: Notice.

SUMMARY: On December 30, 2005, HUD published a find¢ implementing a new law that restricts
individuals who are (1) enrolled at an institution ajtiér education (i.e., students), under the age of 24,
not a veteran, unmarried, and do not have a dependent child, and (2) seeking assistance under section 8 of
the United States Housing Act of 1937 (section 8 assigjdn their individual cagcity (that is, separately
from their parents) from receivirggction 8 assistance if neither thedeint nor the student’s parents are
income eligible. This notice provides guidance to further assist with the implementation of these new
eligibility restrictions.

FOR FURTHER INFORMATION CONTACT: For section 8 voucher issues, Patricia Arnaudo and
LaDonna Reed-Morton, Management and Occupancy Division, Office of Public and Indian Housing,
Room 4210, telephone (202) 708—-0744; for the Office of Housing's Project-Based Section 8, Galil



Williamson, Director,
Housing Assistance Policy
Division, Room 6138,
telephone (202) 708-3000.
For all of the individuals, the
address is Department of
Housing and Urban
Development, 451 Seventh
Street, SW., Washington, DC
20410-8000. None of the
aforementioned telephone
numbers are toll-free
numbers. Persons with
hearing or speech
impairments may access
these numbers through TTY
by calling the toll-free
Federal Information Relay
Service at (800) 877-8339.
SUPPLEMENTARY
INFORMATION

I. Background

Fiscal Year 2006
appropriations for HUD were
enacted in Title Ill of Public
Law 109-115 (119 Stat.
2936) on November 30, 2005
(the Act). Section 327 of the
administrative provisions of
the Act (1) introduced new
restrictions on housing
assistance that may be
provided to students of higher
education under section 8 of
the United States Housing
Act of 1937 (42 U.S.C.
1437f) (1937 Act), and (2)
directed HUD to issue a final
rule no later than 30 days
following enactment of the
Act. In accordance with this
statutory direction, HUD
published a final rule
implementing section 327 of
the Act (section 327) on
December 30, 2005 (70 FR
77742), and this rule became
effective on January 30,
2006.

In brief, the new law and
HUD’s rule require that if a
student is enrolled at an
institution of higher
education, is under the age of
24, is not a veteran,
unmarried and does not have
a dependent child, is
individually ineligible for
section 8 assistance, or the
student’s parents are,
individually or jointly,
ineligible for assistancep
section 8 assistance can be
provided to the student.
Unless the student is
determined independent from
his or her parents, as
discussed in this guidance,
the eligibility of a student
seeking section 8 assistance
will be based on both the
studentand the parents being
determined income eligible
for section 8 assistance.
Under the new law and
HUD'’s rule, the eligibility of

a student seeking section 8
assistance will be examined
along with the income
eligibility of the student’s
parents. Both the student’s
income and the parents’
income must be separately
assessed for income
eligibility. Additionally, the
financial assistance of the
student in excess of tuition
will be included in annual
income when determining the
student’s eligibility for
section 8 assistance, unless
the student is over the age of
23 with dependent children,
and for rent calculation
purposes as addressed in
section Il, E of this notice.
The new law and rule focus
on a student under the age of
24 who meets the additional

requirements of section 327
of the Act and who is not
residing in a section 8
assisted unit with his or her
parents, but who is seeking
on his or her own to reside in
a section 8 assisted unit. The
new law and rule do not
apply to students residing
with their parents in a section
8 assisted unit or who reside
with parents who are
applying to receive section 8
assistance. (See definition of
“parents” in Appendix A of
this notice.)

This notice provides
guidance to public housing
agencies (PHAs) and
multifamily project owners
and management agents
(Owners and Managers) to
assist with implementation of
the new eligibility
restrictions. Appendix A to
this guidance defines certain
terms. The new law, HUD’s
recently issued rule, and this
guidance are intended to help
ensure that section 8
assistance is provided to
those truly in need of and
eligible for such assistance.
Il. Guidance

A. Covered HUD Programs
The new student eligibility
restrictions only apply to
HUD'’s section 8 programs.
These new restrictions do not
apply to HUD’s Public
Housing program. The new
eligibility restrictions apply

to the following section 8
programs administered by the
Office of Housing and the
Office of Public and Indian
Housing.

Office of Housing Programs
» The Section 8 New
Construction, Substantial



Rehabilitation, State Agency,
Rural Housing Services
Section 515, Loan
Management Set-Aside and
Property Disposition Set-
Aside Programs; and

*» The Section 202/8 Direct
Loan Program for the Elderly
and Persons with Disabilities.
Office of Public and Indian
Housing

Programs

» The Housing Choice
Voucher Program;

* The Project-Based
Certificate Program;

 The Project-Based Voucher
Program; and

» The Section 8 Moderate
Rehabilitation Program.

B. Student Eligibility
Requirements

The new eligibility

restrictions imposed on
students enrolled at
institutions of higher
education and seeking section
8 assistance are set out in two
parts: Section 327(a) and
section 327(b) of the Act.

1. Requirements of Section
327(a) of the Act and 24 CFR
5.612 of the Final Rule

The new eligibility

restrictions of section 327(a)
are implemented and codified
in HUD’s regulation at 24
CFR 5.612 and provide as
follows:

No assistance shall be
provided under section 8 of
the 1937 Act to any

individual who:

¢ Is enrolled as a student at an
institution of higher

education, as defined under
section 102 of the Higher
Education Act of 1965 (20
U.S.C. 1002);

* Is under 24 years of age;

* Is not a veteran of the
United States military;

* Is unmarried;

» Does not have a dependent
child, and

* Is not otherwise

individually eligible, or has
parents who, individually or
jointly, are not eligible on the
basis of income to receive
assistance under section 8 of
the 1937 Act.

For a student under the age of
24 who is not a veteran, is
unmarried, does not have a
dependent child and who is
seeking section 8 assistance,
section 327(a) of the Act sets
up a two-part income
eligibility test . Both parts of
this test must be affirmatively
met. That is, both the student
and the student’s parents (the
parents individually or

jointly) must be income
eligible for the student to
receive section 8 assistance.
If it is determined that the
parents are not income
eligible, the student is
ineligible to receive section 8
assistance.

As noted earlier in this
guidance, based on program
practices and criteria already
in place, a student under the
age of 24 who meets the
additional criteria of section
327 of the Act may be
income eligible for assistance
in circumstances where an
examination of the income of
the student’s parents may not
be relevant or where the
student can demonstrate the
absence of, or his or her
independence from, parents.
These practices and criteria
include but are not limited to

consideration of all of the
following:

1. The individual must be of
legal contract age under state
law.

2. The individual must have
established a household
separate from parents or legal
guardians for at least one
year prior to application for
occupancy or the individual
meets the U.S. Department of
Education’s definition of an
independent student. (See
definition for “independent
student” in Appendix A of
this notice.)

3. The individual must not be
claimed as a dependent by
parents or legal guardians
pursuant to IRS regulations.
4. The individual must obtain
a certification of the amount
of financial assistance that
will be provided by parents,
signed by the individual
providing the support. This
certification is required even
if no assistance will be
provided.

PHAs, Owners, and
Managers of section 8
assistance will need to verify
a student’s independence
from his or her parents to
determine that the student’s
parents’ income is not
relevant for determining the
student’s eligibility for
assistance by taking into
consideration all of the
following:

1. Reviewing and verifying
previous address information
to determine evidence of a
separate household, or
Verifying the student meets
the U.S. Department of
Education’s definition of
“independent student”; and



2. Reviewing prior year
income tax returns to verify if
a parent or guardian has
claimed the student as a
dependent (except if the
student meets the Department
of Education definition of
“independent student”); and
3. Verifying income provided
by a parent by requiring a
written certification from the
individual providing the
support. Certification is also
required if the parent is
providing no support to the
student. Financial assistance
that is provided by persons
not living in the unit is part of
annual income.

As also noted earlier in this
guidance, the new law and
HUD’s rule do not affect
students residing in a section
8 assisted unit with his or her
parents or who reside with
parents who are applying to
receive section 8 assistance.
The law and HUD’s rule
focus on a student under the
age of 24 who meets the
additional eligibility
requirements of section 327
of the Actand who is already
residing in a section 8
assisted unit without his or
her parents, or who is seeking
on his or her own to reside in
a section 8 assisted unit.

2. Requirements of Section
327(b) of the Act and 24 CFR
5.609 of the Final Rule

For section 8 programs only
and as provided in 24 CFR
5.612, any financial
assistance, in excess of
amounts received for tuition,
that an individual receives
under the Higher Education
Act of 1965 (20 U.S.C.
10001et seq.), from private

sources, or from an

institution of higher

education (as defined under
the Higher Education Act of
1965 (20 U.S.C. 1002)) shall
be considered income to that
individual, except that
financial assistance described
in this paragraph is not
considered annual income for
persons over the age of 23
with dependent children. (See
definition of “dependent
child” in Appendix A.) For
purposes of this paragraph,
“financial assistance” does
not include loan proceeds for
the purpose of determining
income.

HUD'’s final rule issued on
December 30, 2005, amended
§ 5.609(b) to add a new
paragraph (b)(9) to include,
as annual income, any
financial assistance in excess
of amounts received for
tuition that a student who
meets the criteria of the new
§ 5.612 receives. With the
exception of students who are
over the age of 23 with
dependent children, students
under the age of 24 who are
seeking section 8 assistance
will need to meet the income
requirements fothe section 8
program, taking into
consideration the additional
eligibility restrictions

provided in 24 CFR
5.609(b)(9) and 5.612.
Therefore, in determining the
income eligibility of a

student, the student’s
financial assistance in excess
of tuition as defined in §
5.609(b)(9) will be included

in the calculation of annual
income. (Also see definitions
“financial assistance” and

“tuition” in Appendix A of

this notice.)

If the student’s financial
assistance in excess of tuition
makes the student income
ineligible for section 8
assistance, the student cannot
receive section 8 assistance.
The income eligibility of a
student will also rely on
program practices and criteria
already in place that assess
the student’s independence
from his or her parents as
addressed in paragraph 1,
above.

As noted in this guidance,
section 327 was not intended
to affect the section 8
eligibility of a student’s
parents when the student is
receiving financial assistance
and residing with his or her
parents, or is residing with
parents who are applying to
receive section 8 assistance,
but only the eligibility of
students applying for or
receiving section 8 assistance
separately from their parents.
The amendment of the
procedure for the
determination of annual
income at § 5.609 by the
December 30, 2005, final rule
is consistent with this intent.
A student’s financial
assistance under new 8
5.609(b)(9) is considered
income only in the context of
that student’s application for,
or retention of, section 8
assistance separately from the
student’s parents. This is
consistent with the language
of section 327(b), which
states, in relevant part, “For
the purposes of determining
the eligibility of a person to
receive assistance under



section 8 of the United States
Housing Act of 1937 (42
U.S.C. 1437f), any financial
assistance (in excess of
amounts received for tuition)
that an individual receives *
** shall be considered
income to thaindividual,”
(emphasis added). The focus
of section 327(b), and of
section 327 as a whole, is on
the income eligibility of a
single student under the age
of 24 who is not a veteran, is
unmarried, does not have a
dependent child, and whether
the financial assistance of
that individual student in
excess of tuition makes that
student income ineligible,
and whether the income of
the student’s parents makes
the student income ineligible.
There is no apparent intent to
affect the eligibility of a
student’s parents when the
student resides with his or her
parents.

The financial assistance of a
student residing with his or
her parents therefore would
continue to be excluded from
annual income under §
5.609(c)(6), which excludes
student financial assistance
from income. The December
30, 2005, final rule amended
the exclusion of student
financial assistance from
income at § 5.609(c)(6) by
making the exclusion,
“Subject to paragraph (b)(9)
of this section,” which is the
new section adding student
financial assistance as
income only to a student
applying separately from his
or her parents for section 8
assistance.

3. Recertification of Students
Already Receiving Section 8
Assistance

HUD strongly encourages
PHAs, Owners, and
Managers to recertify those
section 8 participants who
may be affected by this new
law as soon as it is
practicable. The latest time,
however, that the eligibility
and income requirements can
be implemented is at the time
of annual recertification.
PHAs, Owners, and
Managers must ensure at
each annual recertification, a
student remains eligible to
receive section 8 assistance
under the restrictions of this
new law.

PHAs, Owners, and
Managers have an obligation
to make sure that section 8
assisted units are provided to
those truly in need of such
assistance.

4. All Other Eligibility
Requirements Apply

While the new law and
HUD'’s recently issued rule
focus on the income
eligibility of students, all
student applicants for section
8 assistance must also meet
all other HUD program
requirements that determine
eligibility for the section 8
assistance.

C. Screening and Verification
of Applicants for Assistance

As it relates to the
verification of a parent(s)
income, PHASs, Owners, and
Managers may accept from a
parent(s) a declaration and
certification of income,

which includes a penalty of
perjury. The processing
entity retains the right to

request and review
supporting documentation at
any time they determine the
declaration, certification, and
eligibility of the parent(s) is
in question. Supporting
documentation includes, but
is not limited to: Internal
Revenue Services (IRS) tax
returns, consecutive and
original pay stubs, bank
statements, pension benefit
statements, Temporary
Assistance to Needy Families
(TANF) award letter, Social
Security Administration
(SSA) award letter, other
official, and authentic
documents from a Federal,
State or local agency.

As is the case with all
applicants for section 8
assistance, PHAs, Owners,
and Managers administering
section 8 programs must
adequately screen and verify
an applicant’s source(s) of
income. Failure of PHASs,
Owners, and Managers, to
screen applicants and verify
income in accordance with
applicable program
requirements can result in
sanctions being imposed.
PHAs must immediately
update their Administrative
Plans and Owners and
Managers must immediately
update their Tenant Selection
Plans to reflect the new
income eligibility restrictions
for students.

D. Denial and Termination of
Assistance Denial of
Assistance. An applicant who
is a student and who does not
meet the income eligibility
requirements or who has
parents who, individually or
jointly, do not meet the



income eligibility
requirements for section 8
assistance are not eligible for
section 8 assistance and will
be prohibited from
participating in the section 8
Program.

Termination of Assistance. A
student under the age of 24
who is not a veteran,
unmarried, does not have a
dependent child and who is
currently receiving section 8
assistance, if at recertification
is determined to be ineligible,
will have his or her assistance
terminated.

Owners and Managers of
projects under the Office of
Housing’s section 8 program
cannot evict or require an
ineligible student to move
from a unit as long as the
student is in compliance with
the terms of the lease.
Although the student is
allowed to remain in the unit,
the student will no longer be
eligible to receive section 8
assistance. The section 8
assistance will not be
prorated; therefore, if the
ineligible student is residing
in a household other than
with the student’s parents the
assistance will be terminated
for the entire household. If
the ineligible student moves
from the unit, the remaining
members of the household
may again be eligible for
section 8 assistance, if
available. If the household
composition no longer
qualifies the household for
the unit size, the household
may be required to move to
an appropriate size unit when
one is available, or, with the
approval of the owner may

move in another eligible
person as a member of the
household and remain in their
same unit.

For PHAs administering the
Housing Choice Voucher
program, any member within
a household comprised of
both eligible and ineligible
students who is determined
ineligible to receive section 8
assistance in accordance with
24 CFR part 5, subpart F, and
is terminated under 24 CFR
982.552(b)(5), shall be
ineligible to receive
continued assistance under
the Housing Choice Voucher
program. Eligible students,
residing in such households,
however, shall not be
terminated under §
982.552(b)(5), but shall be
issued a voucher to move
with continued assistance in
accordance with program
regulations or shall be given
the opportunity to lease in
place if the terminated
ineligible student members
elect to move out of the
assisted unit. HUD will issue
separate guidance for PHAs
administering the Moderate
Rehabilitation, Project-Based
Certificate and Project-Based
Voucher programs.

Upon notification of denial or
termination of assistance, the
household is entitled to
request an informal hearing
to discuss the reasons for the
denial or termination, in
accordance with established
program procedures and
requirements.

E. Rent Determination
Determination of rent is made
in accordance with the
requirements fothe section 8

program under which the
student seeks assistance.

[ll. Additional HUD
Guidance

In addition to this notice,
HUD'’s Office of Housing

and Office of Public and
Indian Housing are
developing additional
guidance. This guidance,
when completed, will be
posted on HUD’s Web site at
http://www.hud.gov. Dated:
April 3, 2006.

Brian D. Montgomery,
Assistant Secretary for
Housing-Federal

Housing Commissioner.
Orlando J. Cabrera,

Assistant Secretary for Public
and Indian Housing.

Appendix A—Definitions

1. Dependent Child in the
context of the new eligibility
restrictions, means a
dependent child of an
enrolled student who meets
the criteria of 24 CFR 5.612.
In this context, “dependent
child” is defined in HUD's
income eligibility regulations
at 24 CFR 5.603 is a member
of the family (except foster
children and foster adults)
other than the family head or
spouse, who is under 18 years
of age, or a person with a
disability, or is a full-time
student.

2. Financial Assistance
included in annual income is
any financial assistance that a
student receives in excess of
tuition (e.g., athletic and
academic scholarships) and
that the student receives (1)
under the Higher Education
Act, (2) from private sources,
or (3) from an institution of
higher education as defined




by the Higher Education Act
of 1965.

Financial assistance does not
include loan proceeds.

a. Higher Education Act
Assistance under the Higher
Education Act of 1965
includes Pell Grants, Federal
Supplement Educational
Opportunity Grants,
Academic Achievement
Incentive Scholarships, State
Assistance under the
Leveraging Educational
Assistance Partnership
Program, the Robert G. Byrd
Honors Scholarship Program,
and Federal Work Study
programs.

b. Assistance from Private
Sources is nongovernmental
sources of assistance,
including assistance that may
be provided to a student from
parent, guardian or other
family member, whether
residing within the family in
the section 8 assisted unit or
not, and from other persons
not residing in the unit.

c. Assistance from an

Institution of Higher

Education requires reference
to the particular institution
and the institution’s listing of
financial assistance. (See
definition for Institution of
Higher Education in 7,
below.)

d. Loans Are Not Financial
Assistance, and, therefore, the
loan programs cited in the
Higher Education Act of
1965 (the Perkins, Stafford
and Plus loans) are not
included in the term
“financial assistance” in
determining student
eligibility for section 8
assistance.

3. Independent Student for
Title IV aid, a student must
meet one or more of the
following criteria:

a. Be at least 24 years old by
December 31 of the award
year for which aid is sought;
b. Be an orphan or a ward of
the court through the age of
18;

c. Be a veteran of the U.S.
Armed Forces;

d. Have legal dependents
other than a

spouse (for example,
dependent children or an
elderly dependent parent);

e. Be a graduate or
professional student; or,

f. Be married.

4. Parents, for purposes of
the student eligibility
restrictions, and consistent
with long-standing HUD
policy regarding eligibility

for the Section 8 Programs,
means the biological or
adoptive parents, or
guardians (e.g., grandparents,
aunt/uncle, godparents, etc.),
or such other definition as
may be adopted by the PHA,
Owner, or Manager through
appropriate amendment to its
admissions policies.

5. Student means all students
enrolled either full-time or
part-time at an institution of
higher education. The new
law does not exempt part-
time students.

6. Tuition shall have the
meaning given this term by
the institution of higher
education in which the
student is enrolled.

7. Veteran, as used by the
Department of Veterans
Affairs, is codified at 38
U.S.C. 101(2). Since use of

this definition is widespread
in other federal programs
affecting veterans, PHAS,
Owners and Managers may
find it useful to adopt this
definition for purposes of
administering the student
eligibility restrictions.
Definition of veteran from 38
U.S.C. 101(2): The term
“veteran” means a person
who served in the active
military, naval, or air service,
and who was discharged or
released therefrom under
conditions other than
dishonorable.

8. Institution of Higher
Education shall have the
meaning given this term in
the Higher Education Act of
1965 in 20 U.S.C. 1001 and
1002.

a. Definition of ““Institution

of Higher Education’” From

20 U.S.C. 1001

(a) Institution of higher
education. For purposes of
this chapter, other than
subchapter IV and part C of
subchapter | of chapter 34 of
Title 42, the term “institution
of higher education” means
an educational institution in
any State that-(1) Admits as
regular students only persons
having a certificate of
graduation from a school
providing secondary
education, or the recognized
equivalent of such a
certificate;

(2) Is legally authorized
within such State to provide a
program of education beyond
secondary education;

(3) Provides an educational
program for which the
institution awards a
bachelor's degree or provides



not less than a 2-year
program that is acceptable for
full credit toward such a
degree;

(4) Is a public or other
nonprofit institution; and

(5) Is accredited by a
nationally recognized
accrediting agency or
association, or if not so
accredited, is an institution
that has been granted
preaccreditation status by
such an agency or association
that has been recognized by
the Secretary for the granting
of preaccreditation status, and
the Secretary has determined
that there is satisfactory
assurance that the institution
will meet the accreditation
standards of such an agency
or association within a
reasonable time.

(b) Additional institutions
included. For purposes of
this chapter, other than
subchapter 1V and part C of
subchapter | of chapter 34 of
Title 42, the term “institution
of higher education” also
includes—

(1) Any school that provides
not less than a 1-year
program of training to
prepare students for gainful
employment in a recognized
occupation and that meets the
provision of paragraphs (1),
(2), (4), and (5) of subsection
(a) of this section; and

(2) A public or nonprofit
private educational institution
in any State that, in lieu of
the requirement in subsection
(a)(2) of this section, admits
as regular students persons
who are beyond the age of
compulsory school
attendance in the State in

which the institution is
located.

(c) List of accrediting
agencies. For purposes of this
section and section 1002 of
this title, the Secretary shall
publish a list of nationally
recognized accrediting
agencies or associations that
the Secretary determines,
pursuant to subpart 2 of part
G of subchapter IV of this
chapter, to be reliable
authority as to the quality of
the education or training
offered.

b. Definition of ““Institution

of Higher Education’” From

20 U.S.C. 1002

(a) Definition of institution of
higher education for purposes
of student assistance
programs

(1) Inclusion of additional
institutions.

Subject to paragraphs (2)
through (4) of this
subsection, the term
“institution of higher
education” for purposes of
subchapter IV of this chapter
and part C of subchapter | of
chapter 34 of title 42
includes, in addition to the
institutions covered by the
definition in section 1001 of
this title—

(A) A proprietary institution
of higher education (as
defined in subsection (b) of
this section);

(B) A postsecondary
vocational institution (as
defined in subsection (c) of
this section); and

(C) Only for the purposes of
part B of subchapter IV of
this chapter, an institution
outside the United States that
is comparable to an

institution of higher
education as defined in
section 1001 of this title and
that has been approved by the
Secretary for the purpose of
part B of subchapter IV of
this chapter.

(2) Institutions outside the
United States

(A) In general. For the
purpose of qualifying as an
institution under paragraph
(1)(C), the Secretary shall
establish criteria by
regulation for the approval of
institutions outside the
United States and for the
determination that such
institutions are comparable to
an institution of higher
education as defined in
section 1001 of this title
(except that a graduate
medical school, or a
veterinary school, located
outside the United States
shall not be required to meet
the requirements of section
1001 (a)(4) of this title). Such
criteria shall include a
requirement that a student
attending such school outside
the United States is ineligible
for loans made, insured, or
guaranteed under part B of
subchapter IV of this chapter
unless—

(i) In the case of a graduate
medical school located
outside the United States—
(D(aa) At least 60 percent of
those enrolled in, and at least
60 percent of the graduates
of, the graduate medical
school outside the United
States were not persons
described in section
1091(a)(5) of this title in the
year preceding the year for
which a student is seeking a



loan under part B of
subchapter 1V of this chapter;
and

(bb) At least 60 percent of the
individuals who were
students or graduates of the
graduate medical school
outside the United States or
Canada (both nationals of the
United States and others)
taking the examinations
administered by the
Educational Commission for
Foreign Medical Graduates
received a passing score in
the year preceding the year
for which a student is seeking
a loan under part B of
subchapter IV of this chapter;
or

(I The institution has a
clinical training program that
was approved by a State as of
January 1, 1992; or (ii) In the
case of a veterinary school
located outside the United
States that does not meet the
requirements of section
1001(a)(4) of this title, the
institution’s students
complete their clinical
training at an approved
veterinary school located in
the United States.

(B) Advisory panel

(i) In general. For the purpose
of qualifying as an institution
under paragraph (1)(C) of
this subsection, the Secretary
shall establish an advisory
panel of medical experts that
shall—

(I) Evaluate the standards of
accreditation applied to
applicant foreign medical
schools; and

(I) Determine the
comparability of those
standards to standards for
accreditation applied to

United States medical
schools.

(ii) Special rule if the
accreditation standards
described in clause (i) are
determined not to be
comparable, the foreign
medical school shall be
required to meet the
requirements of section 1001
of this title.

(C) Failure to release
information. The failure of an
institution outside the United
States to provide, release, or
authorize release to the
Secretary of such information
as may be required by
subparagraph (A) shall render
such institution ineligible for
the purpose of part B of
subchapter IV of this chapter.
(D) Special rule. If, pursuant
to this paragraph, an
institution loses eligibility to
participate in the programs
under subchapter IV of this
chapter and part C of
subchapter | of chapter 34 of
title 42, then a student
enrolled at such institution
may, notwithstanding such
loss of eligibility, continue to
be eligible to receive a loan
under part B while attending
such institution for the
academic year succeeding the
academic year in which such
loss of eligibility occurred.

(3) Limitations based on
course of study or
enrollment. An institution
shall not be considered to
meet the definition of an
institution of higher
education in paragraph

(1) if such institution—

(A) Offers more than 50
percent of such institution’s
courses by correspondence,

unless the institution is an
institution that meets the
definition in section 2471
(4)(C) of this title;

(B) Enrolls 50 percent or
more of the institution’s
students in correspondence
courses, unless the institution
is an institution that meets the
definition in such section,
except that the Secretary, at
the request of such
institution, may waive the
applicability of this
subparagraph to such
institution for good cause, as
determined by the Secretary
in the case of an institution of
higher education that
provides a 2-or 4-year
program of instruction (or
both) for which the institution
awards an associate or
baccalaureate degree,
respectively;

(C) Has a student enroliment
in which more than 25
percent of the students are
incarcerated, except that the
Secretary may waive the
limitation contained in this
subparagraph for a nonprofit
institution that provides a 2-
or 4-year program of
instruction (or both) for

which the institution awards a
bachelor’s degree, or an
associate’s degree or a
postsecondary diploma,
respectively; or

(D) Has a student enroliment
in which more than 50
percent of the students do not
have a secondary school
diploma or its recognized
equivalent, and does not
provide a 2-or 4-year
program of instruction (or
both) for which the institution
awards a bachelor’'s degree or



an associate’s degree,
respectively, except that the
Secretary may waive the
limitation contained in this
subparagraph if a nonprofit
institution demonstrates to
the satisfaction of the
Secretary that the institution
exceeds such limitation
because the institution serves,
through contracts with
Federal, State, or local
government agencies,
significant numbers of
students who do not have a
secondary school diploma or
its recognized equivalent.

(4) Limitations based on
management. An institution
shall not be considered to
meet the definition of an
institution of higher
education in paragraph (1)
if—

(A) The institution, or an
affiliate of the institution that
has the power, by contract or
ownership interest, to direct
or cause the direction of the
management or policies of
the institution, has filed for
bankruptcy, except that this
paragraph shall not apply to a
nonprofit institution, the
primary function of which is
to provide health care
educational services (or an
affiliate of such an institution
that has the power, by
contract or ownership
interest, to direct or cause the
direction of the institution’s
management or policies) that
files for bankruptcy under
chapter 11 of title 11 between
July 1, 1998, and December
1, 1998; or

(B) The institution, the
institution’s owner, or the
institution’s chief executive

officer has been convicted of,
or has pled nolo contendere
or guilty to, a crime involving
the acquisition, use, or
expenditure of funds under
subchapter IV of this chapter
and part C of subchapter | of
chapter 34 of title 42, or has
been judicially determined to
have committed fraud
involving funds under
subchapter IV of this chapter
and part C of subchapter | of
chapter 34 of title 42.

(5) Certification. The
Secretary shall certify an
institution’s qualification as
an institution of higher
education in accordance with
the requirements of subpart 3
of part G of subchapter IV of
this chapter.

(6) Loss of eligibility. An
institution of higher
education shall not be
considered to meet the
definition of an institution of
higher education in paragraph
(2) if such institution is
removed from eligibility for
funds under subchapter IV of
this chapter and part C of
subchapter | of chapter 34 of
title 42 as a result of an
action pursuant to part G of
subchapter IV of this chapter.
(b) Proprietary institution of
higher education

(1) Principal criteria. For the
purpose of this section, the
term “proprietary institution
of higher education” means a
school that—

(A) Provides an eligible
program of training to
prepare students for gainful
employment in a recognized
occupation;

(B) Meets the requirements
of paragraphs (1) and (2) of
section 1001 (a) of this title;
(C) Does not meet the
requirement of paragraph (4)
of section 1001 (a) of this
title;

(D) Is accredited by a
nationally recognized
accrediting agency or
association recognized by the
Secretary pursuant to part G
of subchapter IV of this
chapter;

(E) Has been in existence for
at least 2 years; and

(F) Has at least 10 percent of
the school’s revenues from
sources that are not derived
from funds provided under
subchapter IV of this chapter
and part C of subchapter | of
chapter 34 of title 42, as
determined in accordance
with regulations prescribed
by the Secretary.

(2) Additional institutions.
The term “proprietary
institution of higher
education” also includes a
proprietary educational
institution in any State that,
in lieu of the requirement in
paragraph (1) of section 1001
(a) of this title, admits as
regular students persons who
are beyond the age of
compulsory school
attendance in the State in
which the institution is
located.

(c) Postsecondary vocational
institution.

(1) Principal criteria. For the
purpose of this section, the
term “postsecondary
vocational institution” means
a school that—

(A) Provides an eligible
program of training to



prepare students for gainful
employment in a recognized
occupation;

(B) Meets the requirements
of paragraphs (1), (2), (4),
and (5) of section 1001 (a) of
this title; and

(C) Has been in existence for
at least 2 years.

(2) Additional institutions.
The term “postsecondary
vocational institution” also
includes an educational
institution in any State that,
in lieu of the requirement in
paragraph (1) of section 1001
(a) of this title, admits as
regular students persons who
are beyond the age of
compulsory school
attendance in the State in
which the institution is
located.

[FR Doc. 06—3365 Filed 4—
7-06; 8:45 am]

BILLING CODE 4210-67-



January 16, 2007

SUBJECT: Interest Rate Changes for Housing Programs
and Credit Sales (Nonprogram)

TO: Rural Development State Directors,
Rural Development Managers,
and Area Directors

ATTN: Rural Housing Program Directors

The following interest rates, effectivebitaary 1, 2007, are changed as follows:

Loan Type Existing Rate New Rate
ALL LOAN TYPES

Treasury Judgement Rate 5.010% 4.990%

The new rate shown above is as of the week ending

December 29, 2006. The actual judgement rate titldtevused will be the rate for the calendar week
preceding the date the defendant becomes liable for interest. This rate may be found by going to the
Federal Reserve web site for the weekly agerl-year Constant Maturity Treasury yield
(http://www.federalreserve.gov/releases/h15/data/Weekly Friday /H15 TCMNOM )Y1.txt

RURAL HOUSING LOANS

Rural Housing (RH) 502
Low or Moderate 5.750 5.750

EXPIRATION DATE: FILING INSTRUCTIONS:
February 28, 2007 Administrative/Other Programs



Single Family Housing

(SFH) Nonprogram 6.250 6.250
Rural Housing Site

(RH-524), Non-Self-Help 5.750 5.750
Rural Rental Housing and

Rural Cooperative Housing 5.750 5.750

Please notify appropriate personnel of these rates.

(Signed by Russell T. Davis)

RUSSELL T. DAVIS
Administrator
Housing and Community Facilities Programs

Sent by electronic mail on 1/16/@f 4:20 p.mby PAD.
State Directors should advise other personnel as appropriate.




January 23, 2007

TO: State Directors
Rural Development

ATTENTION:  Rural Housing Program Directors

FROM: David J. Villano (Signed by David J. Villano)
Deputy Administrator
Single Family Housing

SUBJECT: Monitoring of Singl Family Housing Direct
Underwriter Review and Verification Reports

The Single Family Housing Direct (SFHD) terwriter Verification and Review Reports
were developed in the data warehousaidion assessing SFHD loan/grant performance
by Loan Approval Officials (LAO) and timlentify loan determination trends.

The SFHD Underwriter Review Report is intendeddentify loan determination trends
for each LAO. These trends may be usedssure that each LAO is fully trained and
performing their duties responsibly. Managensst review this report regularly to
determine if LAOs are approving a large petege of loans that subsequently become
first-year delinquencies arai/if they have unusually high or low numbers in any
decision area of the application stage. Léaproval Officials with one or both of the
aforementioned determination issues must beeweed further to determine if additional
training is necessary. If tloondition persists, revocation lolan approval authority by
the State Director may be warranted. E8tdte Director should consider making LAO
loan approval/decision-makirgapabilities a criticagélement for job performance during
the FY 2007 rating period.

EXPIRATION DATE: FILING INSTRUCTIONS:
February 29, 2008 Housing Programs



The SFHD Underwriter Verification report waleveloped in conjunction with the
Underwriter Review report tassist managers in identifig the Loan Approval Official
on SFH direct loan/grant determinations. Tiegort also assists managers in verifying
that the correct loan approval official is tiedthe correct loan/grant account as well as in
identifying accounts where the underwriteraih approval officialtode is blank or
incorrect. State Directors must ensure that the appropriate FH ID is entered into the
“Aprvl Official” field of the New Application Additional Setup Screen for every
application received. This field must bempleted prior to the application going to
closing. State Directors must regularlyeck the SFHD Underwrité/erification report

to ensure that no accounts are being repavitdblank or incorret “Aprvl Official”

fields. Any State with this field blank amcorrect for loans approved on or after
October 1, 2006, must correct the reportimse of business February 26, 2007. The
National Office will be intermittently reviewinthis report to ensure that corrections are
made.

LAOs should also review these reports regultslgnsure that the information they are
entering into the UniFi and MortgageS&ystems is correctly reported in Hyperion
Reports. Any information that is missingiacorrectly reported must be input or
corrected as soon as possiblepto closing the loan. Altorrections must be made in
UniFi to ensure that Hyperion Reports captwaed data to be reviewed by managers for
LAO performance purposes.

In addition, these reports maysalbe used to identify LAG’with strong performance or
who have made progress and/or improvemetdgan making capabilities. For example,
if the review report demonstrates thatlakO has made a significant number of sound
loans as indicated by a history of low lad@linquency, the manager may determine the
employee’s performance warrants awardemognition for noteworthy improvement.

Your continued support and cospgon in the development tiis process is greatly
appreciated. If you have any questions quinee additional clari€ation, please contact
Teresa Sumpter of the Single Family Housing Direct Loan Division at
teresa.sumpter@wdc.usda.gov(202) 720-1485.




