LEE'S SUMMIT 6/26/2019

MISSOURI

City of Lee’s Summit Community Development Block Grant Program
INCOME ELIGIBILITY DETERMINATION
POLICIES AND PROCEDURES

(Minor Home Repair Assistance Program)

The Community Development Block Grant (CDBG) program is an Entitlement program through the U.S.
Department of Housing and Urban Development (HUD). It provides annual grant funding to Entitlement
jurisdictions (a.k.a. Grantees) to support programs that benefit low-to-moderate income persons,
address slum or blight conditions, or urgent needs. Most of the activities funded through the City’s
CDBG program are to benefit low-to-moderate income persons. The City’s Minor Home Repair
Assistance Program (MHR) is funded with the City’s CDBG allocation. The MHR program uses the IRS
Form 1040 definition (one of the three income definitions allowed by HUD) to determine income
eligibility of an applicant for MHR assistance. HUD establishes a set of rules and criteria to be followed
when determining income eligibility for assistance. The City of Lee’s Summit adopts the following
policies and procedures for MHR program to ensure compliance with the Federal income eligibility
regulations.

INCOME ELIGIBILITY

Income eligibility is determined by comparing the Projected Total Household Income during the
upcoming 12 months based on the total Adjusted Gross Income as reported in the most recent IRS Form
1040 (but not older than 12 months), of all persons 18 years of age and older in a household (except
those as listed under HOUSEHOLD SIZE below) to the current Area Median Income (HUD also refers it as
Median Family Income) adjusted for household size.

AREA MEDIAN INCOME (AMI) OR MEDIAN FAMILY INCOME (MFI)

HUD releases annual updates to its income limits by area. For the CDBG program, the release includes
the area median income and income limits that are 30%, 50% and 80% of the AMI adjusted for
household size. For the City’s CDBG program, 80% is the maximum in its income eligibility
determinations. Lee’s Summit uses HUD MFI for the Kansas City, MO-KS HUD Metro FMR Area income
data.

HOUSEHOLD SIZE

House size is used for calculating the total household income to determine income eligibility because
the income limits are adjusted for household size. It is important to note that the following household
members should NOT be counted when determining household size and household income:

e Foster children;

e Live-in aides;

Children of live-in aides;

Unborn children;

e Children being pursued for legal custody or adoption who are not currently living with the
household.
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A child who is subject to a shared-custody agreement in which the child resides with the household at
least 50 percent of the time can be counted in the household.

ADJUSTED GROSS INCOME (AGlI)

IRS Form 1040 requires the tax return filer to report the following inclusions and exclusions:
Inclusions:

o Wages, salaries, tips, etc.

e Taxable interest

e Dividends

e Taxable refunds, credits or offsets of state and local income taxes

e Alimony (or separate maintenance payments) received

e Business income (or loss)

e (Capital gains (or loss).

e Other gains (or losses)

e Taxable amount of individual retirement account (IRA) distributions
e Taxable amount of pension and annuity payments

e Rental real estate, royalties, partnerships, S corporations, trusts, etc.
e Farm income (or loss)

o Unemployment compensation payments

e Taxable amount of Social Security benefits

e Other income, including prizes and awards

Exclusions

e  Child support
e Money or property that was inherited, willed or given as a gift
e Life insurance proceedings received as a result of someone’s death

In addition, applicable deductions must also be subtracted to arrive at the household adjusted gross
income. These deductions include:

e Medical savings account deductions

e Moving expenses

e One-half of self-employment taxes

e Self-employed health insurance deductions

e KEOGH and self-employed SEP and SIMPLE plans
e Penalties on early withdrawal of savings

e Paid alimony

IRS FORM 1040

IRS Form 1040 is the only form that is acceptable for determining household income. Form 1040A and
Form 1040EZ will NOT be accepted for determining income eligibility. A copy or transcript of the IRS
Form 1040 must be obtained by the applicant from the IRS by filing an IRS Form 4506 (Request for Copy
of Tax Return) or IRS Form 4506-T (Request for Transcript of Tax Return). It is recommended that the
Form 4506-T be filed because it is free to file and it is faster to receive a transcript. It is also
recommended that the applicant obtain the transcript online for even faster delivery. Refer to IRS Get
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Transcript FAQs (https://www.irs.gov/individuals/get-transcript-fags) for details on how to submit
a request for the transcript. A personal copy of the Form 1040 will not be accepted.

CERTIFICATION OF ZERO INCOME

Any member of the household 18 years of age and older during the tax year, except persons listed under
HOUSEHOLD SIZE as excluded, who did not have any income from sources IRS considers as income that
should be reported is required to complete, sign and date the Certification of Zero Income.

ANTICIPATING HOUSEHOLD INCOME

The Adjusted Gross Income from the IRS Form 1040 should NOT be used directly for income eligibility
determinations. AGI should be used to project future income. It should be assumed that the household
income will not change in the next 12 months, unless there is verifiable evidence to the contrary. Any
expressed change that will occur during the next 12 months must be substantiated with documentation,
which may include the following:

e  Paystubs
e Notice or letter from the employer indicating employment change or change of pay

These documents must be original and authentic.

COMPARING ANNUAL INCOME TO PUBLISHED INCOME LIMITS

Once household and income information has been established and verified, this information must be
compared to the appropriate HUD income limits to determine if the household is eligible for
participating in the CDBG funded activity.

INCOME ELIGIBILITY RECERTIFICATION

In addition to initial certification at the time of eligibility determinations, income eligibility must be re-
certified under the following circumstances:

e The applicant has not started receiving the CDBG funded service until after HUD updated
income limits become effective

e The CDBG funded construction project has not started until after HUD updated income limits
become effective

STANDARD PROCEDURES FOR DETERMINING INCOME ELIGIBLITY

The Grantee staff must follow the steps as outlined below in determining income eligibility:

1. Grantee provides to applicant this information, the application form and the required
forms as listed in this Policies and Procedures for obtaining income documentation.

2. Grantee staff reviews and verifies all household and income documentations for
authenticity, accuracy, and completeness as required for determining income eligibility.
Should the applicant indicate changes to occur during the next tax year that will affect
the household income levels, Grantee staff should request additional documentation as
listed in the section ANTICIPATING HOUSEHOLD INCOME.

3. Staff calculates projected adjusted gross income for the applicant’s household during
the next 12 months.
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4. Staff compares the calculated income against the current HUD income limits to
determine eligibility. The calculated household income should not exceed 80% of the
AM I for Kansas City, MO-KS HUD Metro FMR Area to be eligible for assistance.

5. Staff documents all household and income information on the APPLICATION REVIEW
AND INCOME ELIGIBILITY DETERMINATION section of the application form.

6. Staff notifies the applicant the agency’s eligibility determination.

7. Where recertification of household income is required (see INCOME ELIGIBILITY
RECERTIFICATION), repeat steps 2-6 above.

INCOME ELIGIBILITY PROCESS DIAGRAM

Program policies and procedures and other program related materials
Income Eligibility Determination policies and procedures
Application form

IRS Form 4506-T, Certification of No Income, Certification of Zero Income

e Gather info on household members (who should be counted and who should not) and determine
household size

e Determine which household member’s income needs to be counted (all adults 18 and over who made
income in the last calendar year)

o Fill out and file IRS Form 4506-T with the IRS to obtain an official transcript of last year’s tax return for
each adult member of the household

e Determine if any changes will occur during the next 12 months for each adult household member who
has income that will affect his/her income levels

o If changes are known or anticipated, obtain verifiable 3rd party certifications or documents as proof

e (Head of household) Fill out the application form based on information gathered

e Check through the entire application to ensure accuracy and completeness

e (Head of household) Sign and date the application

e Submit the application and all supporting documents to the Grantee or Subrecipient agency

e Reviews the application form for completeness

e Determines household size and IRS Form 1040 Adjusted Gross Income

e Verifies information and supporting documents for authenticity and accuracy

e Projects the household AGI for the next 12 months based on applicant provided info and supporting
documents

e Compares the projected AGI to the current HUD Area Median Family Income for the household size

o Makes income eligibility determination and documents the decision
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