o U. S. Department of Housing and Urban Development

Special Attention of: NOTICE pbr-2001-03

Secretary’s Representatives,
Community Builders, Economists, Issued: April 6, 2001
Public & Indian Housing Division Directors, Expires: Effective until superseded
Multifamily Hub Directors, Multifamily
Program Center Directors

Cross References:

Subject: Transm ttal of Fiscal Year (FY) 2001 Inconme Limts
for the Public Housing and Section 8 Prograns

This notice transmts revisions in the incone limts used to
define the terns "very |lowincone" and "l owinconme" in accordance
with Section 3(b)(2) of the United States Housing Act of 1937, as
anmended. These inconme |limts are |listed by dollar anmount and
famly size.

Publ i ¢ Housi ng/ Section 8 incone limts are used to determ ne
the incone eligibility of applicants for the Public Housing,
Section 8, and other prograns subject to Section 3(b)(2). The
revised incone limts are based on HUD estimates of nedian famly
income for FY 2001.

The nost inportant statutory provisions relating to incone
limts are as foll ows:

- | ow-inconme is defined as 80 percent of the nedian
fam Ty incone for the area, subject to adjustnents for
areas with unusually high or |low incones or housing
costs;

- very lowincone is defined as 50 percent of the nedian
famly incone for the area, subject to specified
adjustnments for areas with unusually high or |ow
i ncomnes;

- 30 percent of the area nedian incone is defined as an incone
targeting standard in the 1998 Act Amendnents to the Housing
Act of 1937; to avoid inconsistencies with other incone
limts, it is defined as 60 percent of the four-person
famly very lowinconme Iimt, adjusted for famly size, but
not allowed to fall below the State Suppl enental Security
| ncone (SSI) benefit |evel for one-person househol ds;
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- where the local nmedian famly inconme is |less than the
State non-netropolitan nedian famly incone, incone
limts are based on the State non-netropolitan nedian;
and,

- incone limts are adjusted for famly size so that
| arger famlies have higher inconme limts.

Very LowIncone Limts:

Very lowinconme Iimts are cal culated using a set of fornula
relationships. The first step in calculating very | owincone
l[imts is to cal culate what they would be if the four-person limt
is based on 50 percent of the estimted area nedian famly incone.
Adj ustnents are then made if this nunber is outside of formula
constraints.

More specifically, the very lowincone |imt for a four-
person famly is calcul ated as foll ows:

(1) 50 percent of the area nedian famly incone is
cal cul ated and set as the tentative four-person famly
incone limt;

(2) if it is lower, the four-person inconme limt is
i ncreased to the amobunt at which 35 percent of it equals
85 percent of the annualized two-bedroom Section 8 Fair
Mar ket Rent (this adjusts incone |imts upward for areas
where rental housing costs are unusually high in
relation to the nedi an i ncone);

(3) the four-person incone |limt is not allowed to exceed
the greater of 80 percent of the U S. nedian famly
income or the incone needed to afford a two-bedroom unit
renting at 100 percent of the Fair Market Rent (FVR) if
30 percent of income is used for rent (this adjusts
income |imts downward for areas with unusually high
incomes and rel atively noderate rental housing costs);

(4) to mnimze program nmanagenent problens, income limts
are not allowed to fall below previous year levels in
areas where FMR reductions would have resulted in | ower
incone limts; and,

(5 in no instance are incone |limts less than if based on
the State non-nmetropolitan nmedian famly incone |evel.
Low I ncome Limts:
Most four-person lowinconme Iimts are the higher of 80

percent of the area nedian famly incone or 80 percent of the
State non-netropolitan nedian famly inconme |evel. Because the



very lowinconme limts are not always based on 50 percent of

medi an, calculating lowincone [imts as 80 percent of nedi an
woul d produce anomalies inconsistent with statutory intent (e.g.,
very lowincone limts could be higher than |owincome limts).
The cal culation normally used, therefore, is to set the four-
person lowinconme |imt at 1.6 (i.e., 80%50% tines the rel evant
four-person very lowincome limt. The only exception is that the
resulting incone limt may not exceed the U S nedian famly

i ncone | evel ($52,500 for FY 2001) except when justified by high
housi ng costs. Use of very lowincone limts as a starting point
for calculating other inconme limts has the effect of adjusting
lowinconme [imts in areas where the very lowincone |imts have
been adj usted because of unusually high or | ow housing-cost-to-

i ncone rel ationshi ps.

Fam |y Size Adjustnents:
By statute, famly size adjustnents are required to provide
hi gher income limts for larger famlies and lower incone limts

for smaller famlies. The factors used are as foll ows:

Nunber of Persons in Fam |y and Percentage Adjustnents

1 2 3 4 5 6 7 8

70% 80% 90% Base 108% 116% 124% 132%

Incone limts for famlies with nore than ei ght persons are
not included in the printed |lists because of space |imtations.
For each person in excess of eight, 8 percent of the four-person
base shoul d be added to the eight-person incone limt. (For
exanple, the nine-person |imt equals 140 percent [132 + 8] of the
rel evant four-person incone limt.) Al incone limts are rounded
to the nearest $50 to reduce adm nistrative burden.

| ncone Limt Area Definitions:

HUD inconme |imt areas are the sane as FVMR areas. HUD
normal Iy uses current O fice of Managenent and Budget (QOVB)
Metropolitan Statistical Area (MSA) and Primary Metropolitan
Statistical Area (PMSA) definitions to define incone limts areas
because they closely correspond to housing market area
definitions. The exceptions are counties deleted from six
metropol i tan areas whose revised OVB definitions enconpass areas
that were determned to be larger than the housi ng market areas.
These counties have been assigned their own inconme limts based on
county-level data. The six netropolitan areas and the respective
counties deleted fromthemare as foll ows:



AREA Counties Deleted from OVB Definition

Chi cago, |IL:
DeKal b, Grundy and Kendall Counties

Ci ncinnati-Ham I ton, OH KY-IN
Brown County, Chio; Gallatin, Gant and
Pendl et on Counties in Kentucky; and Chio
County, I ndiana

Dal l as, TX
Hender son County

Fl agstaff, AZ-UT:
Kane County, Utah

New Ol eans, LA:
St. Janes Parish

Washi ngt on, DC- MD- VA- W
Ber kel ey and Jefferson Counties in \West
Virginia; and C arke, Cul peper, King George
and Warren Counties in Virginia

No changes have been nade by the O fice of Managenent and
Budget in the past year that affect FY 2001 incone |imt |istings.

HUD Field Ofice Responsibilities:

HUD field offices with assisted housi ng programfunctions are
responsi bl e for maintaining records of incone limts for areas
wWithin their jurisdiction. Notification of incone |limt revisions
shoul d be pronptly distributed to program participants, and field
of fices should be prepared to make incone limts available to the
public upon request.

Requests fromthe public for sets of national or regiona
income limts may be referred to the HUD USER Ref erence Servi ce,
whose toll-free nunber is 1-800-245-2691. In addition, FY 2001
inconme limts are available in nultiple formats on the Wrld Wde
Web (www. huduser. org\datasets\il.htm). Questions related to how
these incone limts apply to the progranms of State and ot her
Federal agencies should be referred to those agencies. Questions
concerning the nmethodol ogy used to develop these income limts are



addressed in the FY 2001 Inconme Limts Briefing Material supplied
to all HUD field econom sts. This docunent is also available from
HUD USER.
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