Chapter Five – Calculating Adjusted Income

Annual (gross) income is needed to determine whether a household is income eligible for participation in many federal assistance programs.  In contrast, adjusted income as defined in 24 CFR 5.611 is used to determine total tenant payment (TTP), which is a measure of a household’s ability to pay housing costs. Under federal programs, adjusted income is needed for calculating:
· The rent for a tenant in a CDBG/HOME-assisted rental unit whose rent must be adjusted because the household income increases above 80% of the area median; and,
· The household’s eligibility for, and amount of, assistance to be provided under the Uniform Relocation Act (URA) or Section 104(d) relocation and tenant assistance requirements.

Typically, under CDBG/HOME rental housing programs, the rent each household pays is based on “high” and “low” HOME rents established for each unit in the project. The household’s rent is established for the unit they will occupy, not ability to pay.  Therefore, this chapter would not be applicable for fix unit rents.
The deductions (also called allowances) of 
24 CFR 5.611 must be applied whenever adjusted income is required (as outlined previously) regardless of the definition of annual income used by the Grantee to determine initial eligibility. This chapter describes how to calculate and document adjusted income.
How is Adjusted Income Calculated?
Adjusted income is derived by subtracting any of five deductions (or allowances) that apply to the household from the household’s annual (gross) income. The household’s eligibility for deductions depends, in part, on the type of household. Not all households are eligible for all deductions.  Exhibit 5.1 summarizes these deductions by household type:
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In order to determine which deductions a household is eligible for, Grantees must determine what type of household it represents.
Types of Household
As noted in Exhibit 5.1, a household’s eligibility for adjustments to annual income depends in part on whether the household qualifies as an “elderly” household, a “disabled” household or a “family” (non-elderly) household.

An elderly household is any household in which the head, spouse or sole member is 62 years of age or older; two or more persons who are at least 62 years of age live together; or one or more persons who are at least 62 years of age live with one or more live-in aides.

Each of the following are considered elderly households:
· Alice Smith (age 65) and her husband Joe (age 60);
· Juan Azul (age 69) and Rosa Ramirez (age 63) who live together;
· Jane Green (age 92); and,
· Thomas Miller (age 74) and his live-in aide. 
A disabled household is one in which the head, spouse or sole member is a person with disabilities
. Two or more persons with disabilities living together and one or more persons with disabilities living with one or more live-in aides also qualify as disabled households.

The following are considered disabled households:
· Carlos Blanco (age 25 and disabled);
· Fred Jones (age 42) and his wife Suzanne (age 41 and disabled); and,
· Daniel Jackson (age 35 and disabled) and his housemate Charlie Andrews (age 38 and disabled) and their live-in aide.
Certain households may, however, include elderly or disabled household members and still not qualify as an elderly or disabled household. For example, neither of the following households qualify as an elderly or disabled household:
· Bob and Carol Jackson (age 50 and age 49, respectively) who have taken in Bob’s mother (age 70) to live with them.  Because Bob’s mother is not the household head or spouse, this is not an elderly household; and,
· Ted and Alexis Cooper (both age 35) have a son (age 14) who is disabled. Because the son is not the household head or spouse, this household is not a disabled household.
Some household compositions will require clarification as to whether they are elderly or disabled households. Compare the following examples:
· Don and Alice Brown (age 45 and age 46, respectively) have recently taken Don’s mother (age 75) into their home, because her apartment building is being converted to condominiums.  In this situation, Don and Alice are the head of household and spouse, so the household is not an elderly household; and,
· Rita Smith (age 75) has recently taken in her son Don and his wife Alice (age 45 and age 46, respectively) into her home, because their apartment building is being converted to condominiums. In this situation, Rita is the head of the household, so the household is an elderly household. 
In cases such as these, Grantees must clarify the household type with the household members before making a judgment about the type of household.
The Guide, in a number of places, has identified individuals whose incomes are not counted in the Part 5 definition of annual income. For the purposes of adjusting income, these same persons are not considered household members—even if they live in the same household—and cannot qualify as a household for deductions or allowances. These include live-in aides, children of live-in aides and foster children.
For example, if a live-in aide must pay $50 per week for child care in order to work for a household, the household itself cannot consider this child care cost when determining whether it is eligible for a child care deduction because the live-in aide is not considered a household member.  (See the discussion on child care following.)
Elderly or Disabled Household Deduction
A household that meets the definition of an elderly or disabled household is entitled to a deduction of $400 per household. It is essential to understand the distinction between elderly/disabled households and non-elderly/non-disabled households in order to apply the allowances correctly. Complete the following chart to assess your understanding of these issues.
Which of the following households qualify for an elderly or disabled household deduction of $400? (Note: the age of the household member is shown in parentheses.)

	Household Age Characteristics
	Yes
	No
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The answers can be found in Exhibit 5.2 at the end of this chapter.

Dependent Deduction
When calculating adjusted income, Grantees must deduct $480 from annual income for each household dependent. HUD’s definition of dependent is different from the Internal Revenue Service (IRS) definition. HUD defines as dependent any household member who is not the head, co-head, or spouse, but is:

· Under the age of 18 years; or 
· Disabled (of any age); or,
· A full-time student (of any age).
The household member must qualify for the deduction at the time the income certification is made. For example, a household member is 17 years of age at the time, but will turn 18 six months later. Because the member is dependent at the time of certification, the household receives the $480 deduction. The Grantee is not required to recertify the household six months later when the member turns 18. When the household’s income is recertified the following year, however, the household loses the $480 deduction (unless the 18-year-old household member is a full-time student).
A household may request a re-examination of income if its status changes (e.g., the household has a baby or adopts a child), and it now qualifies for more deductions.
Child Care Expenses Deduction
Reasonable child care expenses for the care of a child age 12 or under may be deducted from annual income if the child care: (1) enables an adult household member to seek employment actively, be gainfully employed or further his/her education; and (2) expenses are not reimbursed. The child care expenses must be reasonable.
To document that the anticipated child care expenses can be deducted, the household must:
· Identify the child(ren) who will be cared for;
· Identify the household member who is enabled to work, look for work or go to school because of the child care; 
· Demonstrate that no other adult household member is available to care for the child;
· Identify the child care provider; and, 
· Provide documentation of costs. 
If a deduction for child care expenses is requested, the allowable expenses cannot exceed the income generated by that household member during the period the care is provided. The Grantee should look at the household’s actual circumstances to determine which household member is enabled to work. In general, the person with the lowest income (i.e., the person who would quit work to take care of the children if no child care were available) is considered the household member enabled to work.
If a deduction for child care expenses is requested to enable a household member to seek work, the household must provide evidence that the household member is looking for work.
If a deduction for child care expenses is requested to enable a household member to go to school, the household must provide documentation that the household member is enrolled in a vocational program or degree-granting institution. The household member need not be a full-time student.
Medical Expenses Deduction
Elderly or disabled households (as defined previously) that have no disability assistance expenses (see below) may claim, as a deduction, medical expenses that are in excess of 3% of annual income. Medical expenses that may be considered include all medical expenses anticipated to be incurred during the coming year that are not covered by insurance.  Medical expenses can include such items as:
· Services of a physician or other health care professional;
· Services of a hospital or other health care facility;
· Medical insurance premiums; 
· Prescription and nonprescription medicines;
· Dental expenses;
· Eyeglasses and eye examinations;
· Medical or health products or apparatus (e.g., hearing aids or batteries);
· Live-in or periodic medical care assistance (e.g., visiting nurses or care attendants); and,
· Periodic payments on accumulated medical bills. 
The medical expenses allowance is the amount by which total medical expenses exceed 3% of annual income. For example, the Smith family has anticipated annual income of $25,000 and anticipated medical expenses of $3,000 (not covered by insurance). The calculation for the medical expense deduction would be:
	Total medical expenses
	$3,000

	Less 3% of annual income
	750

	Allowable medical expenses
	$2,250


One of the most challenging aspects of determining allowable medical expenses is “anticipating” a household’s medical expenses for the coming year. Some anticipated expenses can be documented (such as Medicare and other medical insurance premiums, the cost of ongoing prescriptions and payment agreements for accumulated medical bills). Whenever possible, the Grantee should request such documentation.
Using the previous year’s medical expenses is not always appropriate. The household may have had medical expenses last year that will not be repeated this year (e.g., major surgery) or the household may have new medical problems that were not reflected in last year’s costs (e.g., a household member has recently been diagnosed with a medical disorder). Even so, the experience from the previous year can provide a useful basis for anticipating future expenses. Grantees can use last year’s history to help the household to anticipate costs, particularly in a household where a household member has regular medical or prescription needs. For example, if all household members went to the dentist twice during the previous year, it is appropriate to assume they will do so in the coming year. For “general” medical expenses (e.g., prescription and nonprescription medicines), using the previous year’s expenses is acceptable, unless the household can provide documentation that higher expenses can be anticipated.
Although medical expenses are permitted only for elderly or disabled households, once a household qualifies as an elderly or disabled household, the medical expenses of all household members are considered.  For example, if a household includes the grandmother as the head (age 65), her daughter (age 35) and her granddaughter (age 12), medical expenses of all household members are considered.
HUD Notice PIH-2004-11
HUD issued Notice PIH-2004-11, “Income Calculation Regarding Medicare Prescription Drug Cards and Transitional Assistance,” on July 15, 2004.  While the Notice addresses the calculation of annual household income under certain HUD programs, including certain Section 8 activities, the Notice and the Medicare Prescription Drug Card program do not affect the calculation of annual income under the Part 5 definition; and, thus, does not affect the calculation of annual or adjusted income for the purposes of CDBG/HOME eligibility. The Medicare Modernization Act authorizing this benefit amended the Social Security Act to require that benefits provided under this program “not be treated as benefits or otherwise taken into account in determining an individual’s eligibility for, or amount of benefits under, any other federal program.” Benefits provided under the Medicare Prescription Drug Benefit program must be excluded from the calculation of annual income of tenants residing in HUD’s public housing and assisted housing program units.

Disability Assistance Expenses Deduction
Disability assistance expenses can also be deducted from annual income to the extent that they exceed 3% of annual income. The purpose of this deduction is to recognize expenses for the care of a disabled person that enable the disabled person or some other household member to work.  Disability assistance expenses may include the cost of a care attendant and/or auxiliary apparatus that enables a household member, including the disabled member, to work. Consider the following examples:
· Jane and John Doe have a disabled 17-year-old son (John, Jr.). If a care attendant takes care of John, Jr., Jane can go to work. The cost of the care attendant would be an eligible disability assistance expense.
· Samuel Brown, age 35, uses a wheelchair. The wheelchair and a specially adapted automobile enable John to go to work. The cost of his wheelchair and the adaptations to his automobile are eligible disability assistance expenses.
Expenses can be considered only if they enable a household member to work. Consider the following example:
· Samuel Brown, age 35, uses a wheelchair and a specially adapted automobile. His income comes from a disability pension. The costs of the wheelchair and the adaptations to the automobile are not eligible disability assistance expenses because no household member is enabled to work. Samuel’s disability does, however, 
qualify him as a disabled head of household. Thus, he is entitled to medical expenses. The wheelchair (but not the adaptations to the automobile) could qualify as a medical expense. 
Expenses may be deducted only if: (1) they are reasonable; (2) they are not reimbursed from another source, such as insurance; (3) they do not exceed the amount of income generated by the person enabled to work; and, (4) they are in excess of 3% of annual income.
When Both Medical and Disability Assistance Expenses Apply

As noted above, both medical expenses and disability assistance expenses are limited to those in excess of 3% of annual income. For families who qualify for both types of expenses, the allowable amount is the amount by which the combined expenses exceed 3% of annual income.

Because disability assistance expenses are also capped by the amount of income earned, a special calculation is required. The Grantee first calculates the allowable disability assistance expenses and then adds to that the allowable medical expenses. The form in Exhibit 5.3 is designed to help perform this calculation.

Sample Format for Calculating Adjusted Income
As for annual income, any information used to determine the household’s eligibility for participation in the program or the amount of a deduction or allowance must be documented in a way that allows HUD to monitor the Grantee’s determination. Exhibit 5.3 provides a sample format for calculating adjusted income. Exhibits 5.4 through 5.6 provide examples and exercises on calculating adjusted income.

Exhibit 5.3 – Sample Format for Calculating Part 5 Adjusted Income


Exhibit 5.4 – Calculating Part 5 Adjusted Income – Example 1


Exhibit 5.4 – Calculating Part 5 Adjusted Income – Example 1 (continued)


Exhibit 5.5 – Calculating Part 5 Adjusted Income – Example 2


Exhibit 5.5 – Calculating Part 5 Adjusted Income – Example 2 (continued)


Exhibit 5.6 – Calculating Part 5 Adjusted Income – Exercise 2


Exhibit 5.6 – Calculating Part 5 Adjusted Income – Exercise 2 (continued)


Exhibit 5.6 – Calculating Part 5 Adjusted Income – Exercise 2 Answers


Exhibit 5.6 – Calculating Part 5 Adjusted Income – Exercise 2 Answers (continued)















































Exhibit 5.2 – Answers to Exercise on Page 5-3





Which of the following households qualify for an elderly or disabled household deduction of $400?





�
Household Characteristics�
Yes�
�
No�
�
1.�
Head (59), spouse (63)�
(�
�
�
�
2.�
Head (40), disabled spouse (39)�
(�
�
�
�
3.�
Head (59), disabled son (16)�
�
�
(�
�
4.�
Head (59), disabled son (32)�
�No.  However, the head and son could be�
�
�
�
living as co-heads.  In which case, the�
�
�
�
household would be a disabled household�
�
5.�
Head (40), father (63)�



No.  However, the head and father could be�
�
�
�
living as co-heads.  In which case, the�
�
�
�
household would be an elderly household.�
�
�
�
If the father were the head of household,�
�
�
�
the household would be an elderly household.�
�
6.�
Disabled head of household (51)�
(�
�
�
�






PART 5 ADJUSTED INCOME CALCULATION FORM�
City/County of ________________________�
�
�
�
1.�
Enter Annual Income.�
�
�
1.�
�
�
�
�
�
�
�
�
�
�
�
�
2.�
Enter the number of family members (excluding head or�
2.�
�
�
�
�
�
�
spouse) under 18, disabled or full-time students.�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
3.�
Multiply line 2 by $480.�
�
�
3.�
�
�
�
�
�
�
�
�
�
�
�
�
4.�
If a family member is enabled to work or further their�
4.�
�
�
�
�
�
�
education as a result of child care expenses, enter the�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
unreimbursed annual child care expenses (reasonable�
�
�
�
�
�
�
�
child care expenses for children age 12 and under).�
�
�
�
�
�
�
5.�
If the family member was enabled to work as a result of�
5.�
�
�
�
�
�
�
the child care expenses, enter that family member’s�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
annual employment income.�
�
�
�
�
�
�
6.�
If an amount is reported in Line 5, enter the lesser of�
�
�
6.�
�
�
�
�
Lines 4 or 5. Otherwise, enter the amount in Line 4.�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
7.�
If the household qualifies as an elderly and/or disabled�
�
�
7.�
�
�
�
�
household, enter $400.�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
8.�
Add Lines 3, 6, and 7.�
8.�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
9.�
If this household has no unreimbursed disability�
�
�
9.�
�
�
�
�
assistance or medical expenses, subtract Line 8 from Line 1.�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
This is Adjusted Income for this household without these expenses.�
�
�
�
�
�
�
�
�
�
�
�
�
�
FILL IN LINES 10 THROUGH 20 IF THE FAMILY HAS UNREIMBURSED


DISABILITY ASSISTANCE OR MEDICAL EXPENSES�
�
�
�
�
�
�
�
�
�
�
�
10.�
Enter unreimbursed annual disability assistance�
10.�
�
�
�
�
�
�
expenses.�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
11.�
Enter the annual earned income of the family member�
11.�
�
�
�
�
�
�
enabled to work as a result of unreimbursed disability�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
assistance expenses.�
�
�
�
�
�
�
12.�
Enter the lesser of Lines 10 or 11.�
12.�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
13.�
Enter unreimbursed annual medical expenses.�
13.�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
14.�
Add Lines 12 and 13.�
14.�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
15.�
Multiply Line 1 by 0.03.�
15.�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
16.�
Subtract Line 15 from Line 12. If negative, enter 0.�
�
�
16.�
�
�
�
�
�
�
�
�
�
�
�
�
17.�
Subtract Line 15 from Line 13. If negative, enter 0.�
�
�
17.�
�
�
�
�
�
�
�
�
�
�
�
�
18.�
Subtract Line 15 from Line 14. If negative, enter 0.�
�
�
18.�
�
�
�
�
�
�
�
�
�
�
�
�
19a.�
If the household reported only unreimbursed disability�
19a.�
�
�
�
�
�
�
expenses but no unreimbursed medical expenses, add lines 8 & 16.�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
19b.�
If the household reported only unreimbursed medical�
19b.�
�
�
�
�
�
�
expenses but no unreimbursed disability expenses, add lines 8 & 17.�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
19c.�
If the household reported both unreimbursed disability�
19c.�
�
�
�
�
�
�
expenses and unreimbursed medical expenses, add lines 8 & 18.�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
20.�
Subtract either Line 19a, 19b, or 19c from Line 1. �
�
�
20.�
�
�
�
�
This is Adjusted Income for this household with these expenses.�
�
�
�
�
�
�
�
�
�
�
�
�
Signature of Preparer�
�
Date�
�
�
�
�






�
Position�
�
�
�
�
Family Member�
in Family�
Age�
Income�
Expenses�
�



Pearl Henderson�
Head�
76�
$13,500�
Prescription medication – $75/month;�
�
�
�
�
�
Medicare deduction – $38.50/month�
�
Marshall Jones�
Grandson�
19�
No income; full-�
Visits to physician – $120/year�
�
�
�
�
time student�
�
�
�
�
�
�
�
�












1.�
Enter Annual Income.�
�
�
�
�
1. $13,500�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
2.�
Enter the number of family members (excluding head or�
2. 1�
�
�
�
�
�
�
spouse) under 18, disabled, or full-time students.�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
3.�
Multiply line 2 by $480.�
This is the dependent�
�
�
�
3. $480�
�
�
�
�
deduction.�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
4.�
If a family member is enabled to work or further their�
4. N/A�
�
�
�
�
�
�
�
education as a result of child care expenses, enter the�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
unreimbursed annual child care expenses (reasonable�
�
�
�
�
�
�
�
child care expenses for children age 12 and under).�
�
�
�
�
�
�
5.�
If the family member was enabled to work as a result of�
5. N/A�
�
�
�
�
�
�
�
the child care expenses, enter that family member’s�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
annual employment income.�
�
�
�
�
�
�
6.�
If an amount is reported in Line 5, enter the lesser of�
�
�
�
6. $0.00�
�
�
�
�
Lines 4 or 5. Otherwise, enter the amount in Line 4.�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
7.�
If the household qualifies as an elderly and/or disabled�
�
�
�
7. $400�
�
�
�
�
household, enter $400. This is the elderly/disabled�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
household deduction. Otherwise, enter 0.�
�
�
�
�
�
�
8.�
Add Lines 3, 6, and 7.�
�
8. $880�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
9.�
If the household has no unreimbursed disability�
�
�
�
9.�
�
�
�
�
assistance or medical expenses, subtract Line 8 from�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
Line 1.  This is Adjusted Income for a household�
�
�
�
�
�
�
�
�
without these expenses. Otherwise, proceed to line 10.�
�
�
�
�
�
�
�
�
**********�



FILL IN LINES 10 THROUGH 20 IF THE FAMILY HAS�
**********�
�
�
�
�
�
UNREIMBURSED DISABILITY ASSISTANCE OR�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
MEDICAL EXPENSES�
�
�
�
�
�
�






10.�
�
�
�
�
�
�
�
Enter unreimbursed annual disability assistance�
10. N/A�
�
�
�
�
�
expenses.�
�
�
�
�
�
�
�
�
�
�
�
�
11.�
Enter the annual earned income of the family member�
11. N/A�
�
�
�
�
�
enabled to work as a result of unreimbursed disability�
�
�
�
�
�
�
�
�
�
�
�
�
�
assistance expenses.�
�
�
�
�
�
12.�
Enter the lesser of Lines 10 or 11.�
12. N/A�
�
�
�
�
�
�
�
�
�
�
�
�
13.�
Enter unreimbursed annual medical expenses.�
13. $1,482�
�
�
�
�
�
�
�
�
�
�
�
�
14.�
Add Lines 12 and 13.�
14. $1,482�
�
�
�
�
�
�
�
�
�
�
�
�
15.�
Multiply Line 1 by 0.03.�
15. $   405�
�
�
�
�
�
�
�
�
�
�
�
�
16.�
Subtract Line 15 from Line 12. If negative, enter 0.�
�
16. $       0�
�
�
�
�
�
�
�
�
�
�
�
17.�
Subtract Line 15 from Line 13. If negative, enter 0.�
�
17. $1,077�
�
�
�
�
�
�
�
�
�
�
�
18.�
Subtract Line 15 from Line 14. If negative, enter 0.�
�
18. $1,077�
�
�
�
�
�
�
�
�
�
�
�
19a.�
If the household reported only unreimbursed disability�
19a. $      0�
�
�
�
�
�
expenses but no unreimbursed medical expenses, add�
�
�
�
�
�
�
�
�
�
�
�
�
�
Lines 8 and 16.�
�
�
�
�
�
19b.�
If the household reported only unreimbursed medical�
19b. $1,957�
�
�
�
�
�
expenses but no unreimbursed disability expenses, add�
�
�
�
�
�
�
�
�
�
�
�
�
�
Lines 8 and 17.�
�
�
�
�
�
19c.�
If the household reported both unreimbursed disability�
19c. $       0�
�
�
�
�
�
expenses and unreimbursed medical expenses, add�
�
�
�
�
�
�
�
�
�
�
�
�
�
Lines 8 and 18.�
�
�
�
�
�
20.�
Subtract either Line 19a, 19b, or 19c from Line 1. �
�
�
20. $11,543�
�
�
�
�
This is Adjusted Income for this household with these expenses.�
�
�
�
�
�
�
�
�
�
�
�
�
Explanation�
�
Line 2�
Marshall is a full-time student, so the household qualifies for one $480 deduction.�
�
�
�
Line 4�
There are no children under age 12.�
�
�
�
�
�
Lines 5-9�
The household qualifies as an elderly household and does have annual unreimbursed�
�
�
�
�
�
medical expenses.�
�
�
�
�
�
Lines 10-14�
The household does not have any annual unreimbursed disability assistance expenses�
�
�
�
�
�
(Lines 10-12), but does have annual unreimbursed medical expenses [($75/month x 12�
�
�
�
�
�
months/year) + ($38.50/month x 12 months/year) + ($120/year) = $1,482]. This amount is�
�
�
�
�
�
entered in Line 13.�
�
�
�
�
�
Line 15�
The household can only deduct those unreimbursed medical and disability assistance�
�
�
�
�
�
expenses that exceed 3% of annual household income.�
�
�
�
�
Lines 16-18�
The household deducts 3% of its annual income from the total amount of annual�
�
�
�
�
�
unreimbursed medical expenses (Line 17).�
�
�
�
�
�



Lines 19a-19c   The household adds its medical expenses deduction (Line 17) to the other deductions





(dependent and elderly household deduction) that are summed in Line 8, and enters this total in Line 19b (households reporting medical expenses, but no disability expenses).


Line 20	The amount entered in Line 19b ($1,957) is subtracted from the household’s annual





income figure in Line 1 ($13,500), giving it an adjusted income of $11,543.








�
Position�
�
�
�
�
Family Member�
in Family�
Age�
Income�
Expenses�
�
Clark Griswald�
Head�
40�
$27,900�
Prescription medication – $75/month�
�
Rusty Griswald�
Son�
13�
No income�
Child care – $50/week�
�
Audrey Griswald�
Daughter�
11�
No income�
Child care – $50/week�
�
�
�
�
�
�
�












1.�
Enter Annual Income.�
�
�
�
�
1. $27,900�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
2.�
Enter the number of family members (excluding head or�
2. 2�
�
�
�
�
�
�
spouse) under 18, disabled, or full-time students.�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
3.�
Multiply line 2 by $480.�
This is the dependent�
�
�
�
3. $    960�
�
�
�
�
deduction.�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
4.�
If a family member is enabled to work or further their�
4. $ 2,600�
�
�
�
�
�
�
�
education as a result of child care expenses, enter the�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
unreimbursed annual child care expenses (reasonable�
�
�
�
�
�
�
�
child care expenses for children age 12 and under).�
�
�
�
�
�
�
5.�
If the family member was enabled to work as a result of�
5. $27,900�
�
�
�
�
�
�
�
the child care expenses, enter that family member’s�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
annual employment income.�
�
�
�
�
�
�
6.�
If an amount is reported in Line 5, enter the lesser of�
�
�
�
6. $ 2,600�
�
�
�
�
Lines 4 or 5. Otherwise, enter the amount in Line 4.�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
7.�
If the household qualifies as an elderly and/or disabled�
�
�
�
7. $        0�
�
�
�
�
household, enter $400. This is the elderly/disabled�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
household deduction. Otherwise, enter 0.�
�
�
�
�
�
�
8.�
Add Lines 3, 6, and 7.�
�
8. $3,560�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
9.�
If the household has no unreimbursed disability�
�
�
�
9. $24,340�
�
�
�
�
assistance or medical expenses, subtract Line 8 from�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
Line 1.  This is Adjusted Income for a household�
�
�
�
�
�
�
�
�
without these expenses. Otherwise, proceed to line 10.�
�
�
�
�
�
�
�
�
**********�



FILL IN LINES 10 THROUGH 20 IF THE FAMILY HAS�
**********�
�
�
�
�
�
UNREIMBURSED DISABILITY ASSISTANCE OR�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
MEDICAL EXPENSES�
�
�
�
�
�
�






10.�
�
�
�
�
�
�
�
Enter unreimbursed annual disability assistance�
10. N/A�
�
�
�
�
�
expenses.�
�
�
�
�
�
�
�
�
�
�
�
�
11.�
Enter the annual earned income of the family member�
11. N/A�
�
�
�
�
�
enabled to work as a result of unreimbursed disability�
�
�
�
�
�
�
�
�
�
�
�
�
�
assistance expenses.�
�
�
�
�
�
12.�
Enter the lesser of Lines 10 or 11.�
12. N/A�
�
�
�
�
�
�
�
�
�
�
�
13.�
Enter unreimbursed annual medical expenses.�
13. N/A�
�
�
�
�
�
�
�
�
�
�
�
14.�
Add Lines 12 and 13.�
14. N/A�
�
�
�
�
�
�
�
�
�
�
�
15.�
Multiply Line 1 by 0.03.�
15. N/A�
�
�
�
�
�
�
�
�
�
�
�
16.�
Subtract Line 15 from Line 12. If negative, enter 0.�
�
16. N/A�
�
�
�
�
�
�
�
�
�
�
17.�
Subtract Line 15 from Line 13. If negative, enter 0.�
�
17. N/A�
�
�
�
�
�
�
�
�
�
�
18.�
Subtract Line 15 from Line 14. If negative, enter 0.�
�
18. N/A�
�
�
�
�
�
�
�
�
�
�
19a.�
If the household reported only unreimbursed disability�
19a. N/A�
�
�
�
�
�
expenses but no unreimbursed medical expenses, add�
�
�
�
�
�
�
�
�
�
�
�
�
�
Lines 8 and 16.�
�
�
�
�
�
19b.�
If the household reported only unreimbursed medical�
19b. N/A�
�
�
�
�
�
expenses but no unreimbursed disability expenses, add�
�
�
�
�
�
�
�
�
�
�
�
�
�
Lines 8 and 17.�
�
�
�
�
�
19c.�
If the household reported both unreimbursed disability�
19c. N/A�
�
�
�
�
�
expenses and unreimbursed medical expenses, add�
�
�
�
�
�
�
�
�
�
�
�
�
�
Lines 8 and 18.�
�
�
�
�
�
20.�
Subtract either Line 19a, 19b, or 19c from Line 1. This is�
�
�
20. N/A�
�
�
�
�
Adjusted Income for this household with these expenses.�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�



Explanation





Line 2	There are two children in the family under the age of 18.





Lines 4-6	Although the family has child care expenses for both children, only Audrey’s expenses are eligible for the child care deduction because only she is under the age of 12. Audrey’s child care expenses are less than Clark’s annual income, and are reported as the household’s child care expense deduction (Line 6).





Line 7	The household does not qualify for either the elderly or disabled household deduction of $400.





Lines 8-9	The household’s eligible deductions are subtracted from Clark’s annual income. This is the household’s adjusted income ($24,340).





Lines 10-20   There are no further calculations or adjustments to be made to the Griswald’s annual income.








Instructions:  Based on the information about the Taylor household below, complete the worksheet on this and the next page to determine its adjusted income figure.





�
Position�
�
�
�
�
Family Member�
in Family�
Age�
Income�
Expenses�
�
  Jill Taylor�
Head�
36�
$22,984�
Health insurance – $230/month;


Prescription medication – $75/month for


Jill and Randy; Visits to the physician for


Randy and Brad – $370/year.�
�
Tim Taylor�
Spouse; full-


time student�
36�
$3,500; plus


$2,500 from


a school loan�
�
�
Randy Taylor�
Son – disabled�
15�
None�
Attendant care, which frees Tim to work – $50/week�
�
Brad Taylor�
Son�
11�
None�
Child care – $25/week�
�
�
�
�
�
�
�






1.�
Enter Annual Income.�
�
�
�
�
1. �
�
�
�
�
�
�
�
�
�
�
�
�
�
�
2.�
Enter the number of family members (excluding head or�
2. �
�
�
�
�
�
�
spouse) under 18, disabled, or full-time students.�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
3.�
Multiply line 2 by $480.�
This is the dependent�
�
�
�
3.  �
�
�
�
�
deduction.�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
4.�
If a family member is enabled to work or further their�
4. �
�
�
�
�
�
�
�
education as a result of child care expenses, enter the�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
unreimbursed annual child care expenses (reasonable�
�
�
�
�
�
�
�
child care expenses for children age 12 and under).�
�
�
�
�
�
�
5.�
If the family member was enabled to work as a result of�
5. �
�
�
�
�
�
�
�
the child care expenses, enter that family member’s�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
annual employment income.�
�
�
�
�
�
�
6.�
If an amount is reported in Line 5, enter the lesser of�
�
�
�
6. �
�
�
�
�
Lines 4 or 5. Otherwise, enter the amount in Line 4.�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
7.�
If the household qualifies as an elderly and/or disabled�
�
�
�
7. �
�
�
�
�
household, enter $400. This is the elderly/disabled�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
household deduction. Otherwise, enter 0.�
�
�
�
�
�
�
8.�
Add Lines 3, 6, and 7.�
�
8. �
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
9.�
If the household has no unreimbursed disability�
�
�
�
9. �
�
�
�
�
assistance or medical expenses, subtract Line 8 from�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
Line 1.  This is Adjusted Income for a household�
�
�
�
�
�
�
�
�
without these expenses. Otherwise, proceed to line 10.�
�
�
�
�
�
�
�
�
**********�



FILL IN LINES 10 THROUGH 20 IF THE FAMILY HAS�
**********�
�
�
�
�
�
UNREIMBURSED DISABILITY ASSISTANCE OR�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
MEDICAL EXPENSES�
�
�
�
�
�
�






10.�
�
�
�
�
�
�
�
Enter unreimbursed annual disability assistance�
10. �
�
�
�
�
�
expenses.�
�
�
�
�
�
�
�
�
�
�
�
�
11.�
Enter the annual earned income of the family member�
11. �
�
�
�
�
�
enabled to work as a result of unreimbursed disability�
�
�
�
�
�
�
�
�
�
�
�
�
�
assistance expenses.�
�
�
�
�
�
12.�
Enter the lesser of Lines 10 or 11.�
12. �
�
�
�
�
�
�
�
�
�
�
�
13.�
Enter unreimbursed annual medical expenses.�
13. �
�
�
�
�
�
�
�
�
�
�
�
14.�
Add Lines 12 and 13.�
14. �
�
�
�
�
�
�
�
�
�
�
�
15.�
Multiply Line 1 by 0.03.�
15. �
�
�
�
�
�
�
�
�
�
�
�
16.�
Subtract Line 15 from Line 12. If negative, enter 0.�
�
16. �
�
�
�
�
�
�
�
�
�
�
17.�
Subtract Line 15 from Line 13. If negative, enter 0.�
�
17. �
�
�
�
�
�
�
�
�
�
�
18.�
Subtract Line 15 from Line 14. If negative, enter 0.�
�
18. �
�
�
�
�
�
�
�
�
�
�
19a.�
If the household reported only unreimbursed disability�
19a. �
�
�
�
�
�
expenses but no unreimbursed medical expenses, add�
�
�
�
�
�
�
�
�
�
�
�
�
�
Lines 8 and 16.�
�
�
�
�
�
19b.�
If the household reported only unreimbursed medical�
19b. �
�
�
�
�
�
expenses but no unreimbursed disability expenses, add�
�
�
�
�
�
�
�
�
�
�
�
�
�
Lines 8 and 17.�
�
�
�
�
�
19c.�
If the household reported both unreimbursed disability�
19c. �
�
�
�
�
�
expenses and unreimbursed medical expenses, add�
�
�
�
�
�
�
�
�
�
�
�
�
�
Lines 8 and 18.�
�
�
�
�
�
20.�
Subtract either Line 19a, 19b, or 19c from Line 1. This is�
�
�
20. �
�
�
�
�
Adjusted Income for this household with these expenses.�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�






Part 5 Adjusted Income Calculation Form�
�
�
�
1.�
Enter Annual Income.�
�
�
1. $26,484�
�
�
�
�
�
�
�
�
�
�
�
�
2.�
Enter the number of family members (excluding head or�
2. �
�
�
�
�
�
�
spouse) under 18, disabled, or full-time students.�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
3.�
Multiply line 2 by $480.�
�
�
3. $     960�
�
�
�
�
�
�
�
�
�
�
�
�
4.�
If a family member is enabled to work or further their�
4.�
�
�
�
�
�
�
education as a result of child care expenses, enter the�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
unreimbursed annual child care expenses (reasonable�
�
�
�
�
�
�
�
child care expenses for children age 12 and under).�
     $ 1,300�
�
�
�
�
5.�
If the family member was enabled to work as a result of�
5.�
�
�
�
�
�
�
the child care expenses, enter that family member’s�
�
�
�
�
�
�
�
�
     $ 3,500�
�
�
�
�
�
annual employment income.�
�
�
�
�
�
6.�
If an amount is reported in Line 5, enter the lesser of�
�
�
6. $ 1,300�
�
�
�
�
Lines 4 or 5. Otherwise, enter the amount in Line 4.�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
7.�
If the household qualifies as an elderly and/or disabled�
�
�
7. $        0�
�
�
�
�
household, enter $400.�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
8.�
Add Lines 3, 6, and 7.�
 8. $ 2,260�
�
�
�
�
�
�
�
�
�
�
�
�
9.�
If this household has no unreimbursed disability�
�
�
9.�
�
�
�
�
assistance or medical expenses, subtract Line 8 from Line 1.�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
 This is Adjusted Income for this household without these expenses.�
�
�
�
�
�
�
�
�
�
�
�
�
�
FILL IN LINES 10 THROUGH 20 IF THE FAMILY HAS UNREIMBURSED


DISABILITY ASSISTANCE OR MEDICAL EXPENSES�
�
�
�
�
�
�
�
�
�
�
�
10.�
Enter unreimbursed annual disability assistance�
 10. $ 2,600�
�
�
�
�
�
expenses.�
�
�
�
�
�
�
�
�
�
�
�
�
�
�
11.�
Enter the annual earned income of the family member�
 11. $ 3,500�
�
�
�
�
�
enabled to work as a result of unreimbursed disability�
�
�
�
�
�
�
�
�
�
�
�
�
�
assistance expenses.�
�
�
�
�
�
12.�
Enter the lesser of Lines 10 or 11.�
 12. $ 2,600�
�
�
�
�
�
�
�
�
�
�
�
�
13.�
Enter unreimbursed annual medical expenses.�
 13.   N/A�
�
�
�
�
�
�
�
�
�
�
�
�
14.�
Add Lines 12 and 13.�
 14. $ 2,600�
�
�
�
�
�
�
�
�
�
�
�
�
15.�
Multiply Line 1 by 0.03.�
 15. $    795�
�
�
�
�
�
�
�
�
�
�
�
�
16.�
Subtract Line 15 from Line 12. If negative, enter 0.�
�
�
16. $ 1,805�
�
�
�
�
�
�
�
�
�
�
�
�
17.�
Subtract Line 15 from Line 13. If negative, enter 0.�
�
�
17. $        0�
�
�
�
�
�
�
�
�
�
�
�
�
18.�
Subtract Line 15 from Line 14. If negative, enter 0.�
�
�
18. $ 1,805�
�
�
�
�
�
�
�
�
�
�
�
�
19a.�
If the household reported only unreimbursed disability�
19a.�
�
�
�
�
�
�
expenses but no unreimbursed medical expenses, add lines 8 & 16.�
�
�
�
�
�
�
�
�
             $ 4,065�
�
�
�
�
19b.�
If the household reported only unreimbursed medical�
19b.�
�
�
�
�
�
�
expenses but no unreimbursed disability expenses, add lines 8 & 17.�
�
�
�
�
�
�
�
�
       $        0�
�
�
�
�
19c.�
If the household reported both unreimbursed disability�
19c.�
�
�
�
�
�
�
expenses and unreimbursed medical expenses, add lines 8 & 18.�
�
�
�
�
�
�
�
�
       $        0�
�
�
�
�
20.�
Subtract either Line 19a, 19b, or 19c from Line 1. �
�
�
20. $22,419�
�
�
�
�
This is Adjusted Income for this household with these expenses.


�
�
�
�
�
�
�
�
�
�
�
�
�






Explanation:





Line 1	Include Jill’s annual income of $22,984 plus Tim’s income of $3,500.  Do not include Tim’s student loan of $2,500.





Line 2	There are two children in the family under the age of 18.  Although Tim is a full-time student, he is not eligible for a $480 deduction because he is the head of household or spouse.





Lines 4-6	Brad is the only child under age 12.  Include his child care costs of $25/week X 52 weeks/year = $1,300. Brad’s child care services allow Tim to work. The lesser of Tim’s annual earned income and Brad’s child care expenses is $1,300. This is the household’s child care deduction.





Line 7	Although Randy is disabled, this does not qualify the household as “disabled” under the Part 5 definition. The Taylors do not qualify for the $400 deduction for disabled and/or elderly households.





Lines 10-12	The attendant care for Randy allows Tim to work and go to school. Randy’s attendant expenses ($1,300) are less than Tim’s annual income ($3,500), and are entered as the amount of unreimbursed annual disability services costs.





Line 13	The Taylor household does not qualify as an elderly or disabled household, therefore none of Jill’s medical expenses exceeding 3 percent of household income can be deducted.





Lines 15-16	Three percent of the household’s annual income is $795. This amount is subtracted from the annual cost of Randy’s disability assistance, and entered as the household’s disability deduction.





Line 19a	The Taylor household’s combined dependent, child care and disability assistance deductions sum to $4,065.





Line 20	The figure from Line 19a ($4,065) is subtracted from Line 1 to determine the household’s adjusted income ($22,419).




































































Adjusted income is not needed for CDBG/HOME-funded owner-occupied rehabilitation or homebuyer programs.































































































� Refer to 24 CFR 92.2, for the definition for Person with a Disability for the HOME Program.
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