Chapter Four – Recertification of Eligibility

A household’s eligibility for assistance through a federally-funded rental or HOME tenant based rental assistance (TBRA) program is based on its income, as determined in accordance with federal program rules.  Changes in income or household composition can affect the assistance a tenant is eligible to receive. 
Because a tenant’s income and household composition can change over time, federal programs require that the tenant’s income eligibility must also be determined again at least annually.  This annual redetermination of income eligibility is called recertification. 

Changes to a tenant’s income and/or household composition are examined and implemented through the recertification process. Further, changes in the household size or composition of an existing tenant household may mean the current unit is no longer appropriate in size and a transfer to a suitable unit is needed.  
Annual recertification is usually conducted by either the owner of a federally-funded rental property (or a property management entity conducting administrative oversight on behalf of the owner) or the Grantee (or designee) administering a HOME TBRA program. 

While tenants have responsibilities for providing timely information about these changes under program requirements, the Owner/Grantee has responsibilities for promptly reviewing and verifying this information and for making changes in assistance consistent with program requirements.  

Chapters Two, Three and Five (in addition to the federal program regulations found at 24 CFR Part 92 and Part 570, General HUD Program Requirements found at 24 CFR Part 5 and HUD Handbook 4350.3) should be referenced for the general details of calculating annual (gross) income, calculating adjusted income and detailing of the overarching requirements that relate to determining income. This chapter focuses solely on subjects specific 
to the recertification of income and HCD’s recommended procedures related to the recertification process. 
The most frequent errors encountered in the recertification of tenant income fall into three categories:
· Tenants failing to fully disclose income information;

· Errors in identifying required income exclusions; and,
· The incorrect calculation of deductions, which often results from failure to obtain third-party verification.

Recertification Process 
Exhibit 4.1 on the following page lists the actions required to complete a tenant recertification. It also indicates the responsible party for each action.  The number of the action listed in Exhibit 4.1 is referenced in the associated text below. 

The Owner/Grantee should maintain a tracking system to facilitate timely completion of recertifications since these recertifications should be effective on each tenant’s “anniversary date” (one year from the date of occupancy or last recertification date), in accordance with HOME program rules (Exhibit 4.1, Action 1). Because the completion deadline is so critical, the recertification process should begin 120 days prior to that time and be carefully monitored through a tracking system.  
A tracking system should include the dates to initiate the process and the dates the completed recertifications are due.  The Grantee can choose whether to certify tenants on the anniversary of their income certification or choose to certify every tenant at the same time every year. Whatever schedule chosen, the tracking system should also include a method to identify the documents and signatures required to complete the recertification and the associated due dates of the required documents and/or signatures.  The appendices include a sample Recertification Record form that tracks a tenant recertification.
The Owner/Grantee must inform tenants, through a written notice(s), about the tenants’ responsibility to provide information about changes in household income or composition necessary to properly complete an annual recertification (Exhibit 4.1, Action 2).  

These notices should include information on the recertification process, requirements, and deadlines. A sample notice is available in Appendix F. The Owner/Grantee should provide tenants with a Recertification Notice 120 days prior to the recertification date.  The Notice should include the following:
· A reference to the requirements in the lease regarding the tenant’s responsibility to recertify annually;
· The name of the staff person to contact about scheduling a recertification interview, the contact information for this person, and how the contact should be made - The Owner/Grantee may propose an interview date as long as the tenant has the option to reschedule the interview for a more convenient date and time.
· The location, days and office hours that staff will be available for recertification interviews; 

· A list of the information that the tenant should bring to the interview;
· The cutoff date by which the tenant must contact the Owner/Grantee to provide the information and signatures necessary for the owner to process the recertification;
· An additional cutoff deadline date (for example, the 10th day of the 11th month after the last annual recertification) after which the tenant is subject to a noncompliance consequence, if relevant. State the consequence and reference the relevant Section of the lease; and,  
· A statement that, if the tenant fails to respond before the recertification anniversary date, the tenant may be evicted for noncompliance with the lease requirement to recertify annually (or other consequence specified in the lease agreement).
Tenant Responsibility
As stated in Action Items number 3 and 4 in Exhibit 4.1, the tenants have the responsibility to attend the recertification interview and provide all documentation and signatures required to complete the recertification process.  Additionally, it is the tenants’ responsibility to report any changes to the income, household composition or other relevant circumstance to the Owner/Grantee representative.  

The representative of the Owner/Grantee conducts the recertification interview (Exhibit 4.1, Action 5) at a time and location convenient to the tenant.  The tenant, however, has the responsibility to schedule (or reschedule the interview) in order to attend. 


Review and Verification of Income and Household Composition Information

The Owner/Grantee has the obligation to verify the household income, assets, and allowances by the tenant (Exhibit 4.1, Action 6).  The Owner/Grantee must ensure the file includes all appropriate documentation in order to review and analyze tenant circumstances at recertification. Under Part 5, the Owner/Grantee administering rental housing projects has the option of using one 

of three recertification methods. For HCD funded rental projects, however, it is required that recertification be conducted with the review of third-party verifications every year.  Recertification is to be conducted by review of source documents or verification from a Government Program (Appendix F).  These requirements should be reflected in the Federal Program Agreement between the Grantee and the owner of an HCD-funded rental project.

A written statement and certification from the household is not acceptable recertification documentation under either HCD’s federally-funded rental housing or HOME TBRA activities. 

Extenuating Circumstances When Tenant Is Out of Compliance
When a tenant fails to provide the required information by the recertification anniversary date and faces eviction or other consequences identified in the lease agreement, an Owner/Grantee should inquire whether extenuating circumstances prevented the tenant from responding prior to the anniversary date.  

Extenuating circumstances are circumstances beyond the tenant’s control.  Examples of extenuating circumstances include, but are not limited to: 

· Hospitalization of the tenant;
· Tenant out of town for a family emergency (such as the death or severe illness of a close family member); or.
· Tenant on military duty overseas.

The Owner/Grantee should inquire whether extenuating circumstances prevented the tenant from submitting the information prior to the recertification deadline date at the time the tenant submits information after the required date.  If the tenant indicates that extenuating circumstances were present, the Owner/Grantee should require prompt evidence of the extenuating circumstances.  If the tenant provides the required evidence:
· The Owner/Grantee should determine whether the information provided shows that the circumstances meet the condition:  Extenuating circumstances are circumstances beyond the tenant’s control.
· The Owner/Grantee should provide the tenant with a written notice of the decision.  The notice should also inform the tenant of his or her right to appeal the Owner/Grantee’s decision if the Owner/Grantee determines that extenuating circumstances were not present.

· If the Owner/Grantee denies extenuating circumstances, the tenant must be provided an opportunity, within a specified period after notification, to meet with the owner or designated representative to appeal the decision to evict or initiate other consequences identified in the lease agreement.  

Calculation of Income Eligibility

The assistance the household receives is calculated using the household’s annual income less allowable deductions.  HUD program regulations specify the types and amounts of income and deductions to be included in the calculation of annual and adjusted income.  Chapters Two, Three and Four of this Guide provide the detailed information required to determine eligibility (Exhibit 4.1, Action 6).
Certain Excluded Income for Persons with Disabilities
During the annual recertification of a household’s income, the Owner/Grantee is required to exclude from annual income certain increases in the income of a disabled member of families residing in federally-assisted housing units or receiving HOME tenant-based rental assistance.  This disallowance of income outlined in 24 CFR 5.617(a) of the regulations has been established as a self-sufficiency incentive for persons with disabilities. This exclusion of income does not apply when calculating initial income eligibility for federal programs. 
This “self-sufficiency” exclusion would only apply to an annual income increase as a result of employment of a household member who is a person with disabilities
 and who was either:  (1) previously unemployed for one or more years prior to employment; or, (2) received increased earnings during participation in any economic self-sufficiency or other job training program. Examples of this disallowance are demonstrated in Exhibit 4-2 on the following page.

The disallowance of increase in annual income is calculated using two methods:

· During the initial 12 months beginning on the date the person with disabilities is first employed or first experiences an increase in annual income attributable to employment of that person, the Owner/Grantee must exclude from annual income any increase in income over prior income of the person with disabilities as a result of employment.
· During the second 12 month period after the date the person with disabilities is first employed or first experiences an increase in annual income attributable to employment, the responsible entity must exclude from 

annual income 50% of any increase in employment income over the income prior to beginning of such employment. 

Notification of Changes in Tenant Circumstances

The annual recertification process may reveal an increase in household income, which may result in an increase to the tenant’s rent. Other changes, such as a move to another unit within the complex that contains the recommended number of bedrooms for the tenant household size, may also be indicated.  A 30-day notice detailing the specifics of the proposed change must be delivered to the tenant unless there are exceptions specified in the lease (Exhibit 4.1, Action 7). 

In order to counteract the frequency of errors, HCD requires that the Owner/Grantee use third-party verifications every year along with careful analysis to minimize the occurrence of these errors.








NOTE:  Notices to a tenant with a disability must be in a form accessible to the tenant (e.g., in Braille or audio form for a tenant with vision impairment).  Notices may also need to be conveyed in languages other than English in accordance with HUD guidance.








Exhibit 4.1 Recertification Process


Action�
Responsible Party�
�
Set up and maintain a recertification tracking system.  �
Owner/Grantee�
�
Provide Recertification Notice to Tenant 120 days prior to certification, which includes a listing of required documents to complete recertification.  Provide up to two subsequent reminder notices if needed. �
     Owner/Grantee�
�
3.    If not already established by the Owner/Grantee, schedule a recertification interview with the owner, property manager or Grantee.  �
Tenant�
�
4.   Collect information, as necessary, to verify income and family composition and obtain signatures on consent forms to allow verification of income and other relevant characteristics from outside sources.�
Tenant�
�
Conduct recertification interview.�
Owner/Grantee


�
�
Verify family income, assets and allowances using 3rd party verification. To ensure file includes all appropriate documentation and calculate eligibility following the procedures described in Chapters Two, Three and Five.�
Owner/Grantee


�
�
Notify the tenant of any change in tenant rent resulting from the recertification.  For rent increases, a 30-day notice must be provided.�
Owner/Grantee


�
�






NOTE:  If the tenant is a person with disabilities, the owner/Grantee must consider extenuating circumstances when this would be required as a matter of reasonable accommodation.





This excluded income benefit only applies for a maximum of an initial 12 months of disallowance at full value of the increased income and an additional 12 months of disallowance at 50% of increased income of a person with disabilities.   The disallowance only applies within a 48-month period starting from the initial disallowance of income.








Exhibit 4-2 Examples of Excluded Income for Persons with Disabilities�
�
Example 1 - Sheldon Cooper and his friend Penny live in a HOME-assisted unit.  Sheldon is a person with disabilities. Sheldon obtains employment 6 months after moving into the unit. He had been unemployed for 18 months prior to obtaining employment.  Sheldon continues this employment for 3 years.  Is Sheldon employment income disallowed and for how much and how long?�
�
Yes, Sheldon’s employment income is disallowed. 100% of his employment income for the first 12 months of his employment is not included in the calculation of household income eligibility for the household at recertification.  50% of the second 12 months is also not included when the income eligibility is recertified again.  The adjusted income of the full amount of employment would be considered after the initial 24 months of employment.�
�
Example 2 - Although Sheldon obtains employment 6 months after moving into the HOME-assisted unit, his job ends after 14 months.  He obtains another job 1 year later. How is Sheldon’s income calculated? �
�
100% of the first 12 months of Sheldon’s employment income is not included in the calculation of household income eligibility. 50% of Sheldon’s income is not included in the calculation for the remaining 2 months of his employment.  Only 50% of the first 10 months of Sheldon’s employment income from his second job can be disallowed when calculating household income eligibility.  Sheldon had already received the maximum lifetime 12 month benefit of the 100% exclusion of income at his first job.  Since he had only received 2 months benefit of the maximum lifetime 12 month 50% income exclusion, he could still receive the remaining 10 months of 50% exclusion in his second job.�
�
Example 3 - Although Sheldon obtains employment 6 months after moving into the HOME-assisted unit, his job ends after 14 months.  He obtains another job 8 months later.  How is Sheldon’s income calculated?  �
�
Sheldon’s income from his first job is calculated as detailed in Example 2.  Employment Income from his second job is not disallowed in the calculation of household income since he had not been unemployed for at least 1 year prior to obtaining that job.�
�
Example 4 - Although Sheldon obtains employment 6 months after moving into the HOME-assisted unit, his job ends after 14 months.  He obtains another job 4 years later.  How is Sheldon’s income calculated?  �
�
Sheldon’s income from his first job is calculated as detailed in Example 2.  Employment Income from his second job is not disallowed in the calculation of household income since the second job did not fall within the first 48 months after the first day of his first job.�
�
Example 5 - Sheldon Cooper and his friend Penny make an application to live in a HOME-assisted unit.  Sheldon is a person with disabilities. Sheldon obtains employment 6 months prior to the date of the application.  He had been unemployed for 18 months prior to obtaining employment.  Is Sheldon employment income disallowed and for how much and how long?�
�
No, Sheldon’s employment income cannot be disallowed. The exclusion of income does not apply when calculating initial income eligibility for the HOME program�
�









� Refer to 24 CFR 92.2, for the definition for Person with a Disability at � HYPERLINK "http://www.hud.gov/offices/cpd/affordablehousing/lawsandregs/regs/finalrule.pdf" ��http://www.hud.gov/offices/cpd/affordablehousing/lawsandregs/regs/finalrule.pdf�. 
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