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Introduction

As discussed in previous chapters in this manual, certain CDBG activities require full Part 5 income certification; while other activities will be allowed to self-certify income.  Chapters 1-3 discuss the activities that require Part 5, and the Income Qualification Matrix in Appendix D presents a breakdown of those activities that do and do not allow self-certification. No CDBG activities may use self-certification unless noted below.  Income requirements are not limited to Grant Funds.  Income verification requirements apply to Grant Funds and CDBG Program Income.  For additional guidance for Income Self-Certification, refer to Management Memo 10-9 and 13-2 on the State of California Department of Housing and Community Development (the Department) website at: 
http://www.hcd.ca.gov/fa/cdbg/MgmtMemo.html 
Overview of Self-Certification
The Department allows the self-certification of income for a limited number of eligible CDBG activities meeting the national objective of low/moderate income benefit (80% AMI). In some cases the self-certification is required for the “beneficiary” of the activity (service) and in some cases the self-certification is required for the employee being hired/retained. Please see the Appendix D of this Manual for a complete list of CDBG Eligible Activities and their corresponding allowable income qualification method: 
CDBG Matrix for Income Qualification Methods 

The following are the eligible activities:
General Activities
· Public Facility and Public Service activities (Beneficiaries)
Economic Development (ED)
· Microenterprise Technical Assistance or Support Services (Beneficiaries)

· Business Assistance activities (Employees)
In order to qualify and document income eligibility using this process, the Grantee
 must use the income self-certification form in the Income Manual appendix E and follow the procedures outlined below for each corresponding CDBG activity. 
The State has created and implemented the self-certification process for specific CDBG activities. In order to document an eligible CDBG activity meets the CDBG national objective of benefit to a low/moderate income family (80% or below AMI for their county, adjusted for family size), a state Grantee is required to obtain the self-certification income from the beneficiary/employee. The self-certification must be re-certified after three years if services are continual for that period. Should services stop and re-start the self-certification process should be redone each time.
Public Service and Public Facility
The income self-certification process in this guide must be used on each beneficiary served by a public service or public facility activity that is restricted to low/moderate income households/families.  Restricted use programs and projects require that 100% of the beneficiaries must be documented as income eligible.  Proper use of the income self-certification process will enable beneficiaries of an eligible public service or public facility activity to document that they meet HUD income limit standards and thus meet the national objective of low/moderate income benefit.  The income self-certification process will also allow the public service provider and Grantee to collect and aggregate demographic and HUD performance data for annual Grantee Performance Report (GPR) on the activity.

Examples of the most typical public service activities or public facility   activities are: 1) food distribution service or facility; 2) healthcare services or facility; 3) senior or child care services or facility; or, 4) employment training services or facility.  Typically these activities are delivered by a local nonprofit or government service agency.  

While income self-certifications are not required for public services and facilities meeting limited clientele or low/moderate income area restricted benefit, the grantee or program service provider will use the income self-certifications to collect demographic and HUD performance data required for completing annual GPR’s on the activity.   

Microenterprise Technical Assistance or Support Services
The HUD definition of a Microenterprise (ME) is a person starting a business or an existing business owner who qualifies as low-income.   Further, an existing business must be documented as having five or fewer employees, including the owner(s).  Grantees qualifying persons and businesses for ME services must document both the income status of the beneficiary and the number of employees and owners on the income self-certification form.  
NOTE:  HUD also allows eligible microenterprises to receive financial assistance.  This is considered direct assistance and as such the microenterprise will need to be income qualified using the Part 5 method shown in other parts of this manual. In some instances a microenterprise may receive technical assistance under an income self-certification but will need to have the higher level of income review done using Part 5 before direct financial assistance is provided.  Any microenterprise beneficiary receiving direct financial assistance for their business must be qualified under the Department’s income qualification process (Part 5) and must have  third party documentation of having five or fewer employees (including owners) prior to receiving any micro financing.
Business Assistance 
Business Assistance (BA) does not require business owners to be low/moderate income but rather requires at least 51% of newly hired employees (or retained employees) by the business after investment of CDBG funding, to be low/moderate income.   In order to document the low/moderate income status of new hires or retained employees, the Department allows for use of the income self-certification process.  Thus, documenting at least 51% of new hires or retained employees from a CDBG assisted business meet HUD’s definition of low/moderate income family, allowing the project to meet the national objective of benefit to low-income individuals (LMI).  
NOTE:  A BA project may use the HUD national objective, elimination and prevention of slums and blight. The use of this national objective does not require completion of income self-certification forms.  However, completing income certification forms is necessary in order to collect HUD demographic and performance data on projects funded under this national objective.  The information collected will then be used to accurately document the annual GPR’s for the activity.   
Self-certification Form 
The income self-certification form collects all data needed for any activity that permits income self-certification. 
An income self-certification for Public Service/Public Facility is good for the term of the grant or for 3 years, whichever ends first.  If program income is being used then the certification is also good for 3 years.  And, as noted earlier in this chapter, the self-certification must be re-certified after three years if services are continual for that period. Should services stop and re-start the self-certification process should be redone each time.
The form is broken out into three parts.  Overall, the process for completing the forms, regardless of the activity requiring certification, is nearly identical. However specific variations are noted, especially regarding when the forms are to be completed.
· Part I – Is filled out and signed by the beneficiary, business owner receiving technical assistance, or employee.  After completing Part I, the person filling out the form must read the legal certification language, sign and date the form.
· Part II – Is filled out by the Program
Administrator (with possible assistance from the person being certified in Part I) and includes all the necessary HUD demographic and performance data.

Part II also includes the data for employees hired/retained – Which is completed by Program Administrator and employee/business.

· Part III(a) for Services/Facilities/Employees– Is filled out by the Program Administrator staff or third party agency staff to  finalize eligibility by certifying the income of the beneficiary/employee.

· Part III(b) for Microenterprise - Is filled out by the Program Administrator staff or third party agency staff and finalizes eligibility by certifying the ME business has five (5) or fewer employees, including the owners as certified in Part I.

· The last section of the form is where the Grantee/Program Administrator certifies that either 1) the beneficiary/employee identified in Part 1, as certified in Part I, is below HUD’s 80% income limit based on household size and current county limit as stated in the most recently HCD published county income limits, or 2) that the beneficiary/employee was not eligible and that no assistance was provided. 
· It is imperative that the person certifying the income as being at or below the maximum income limit for the stated family size, uses the income limits found on the Department’s website at http://www.hcd.ca.gov/fa/cdbg/GuideFedPrograms.html.  The certifier must include a copy of the Income Limits being used, with the appropriate information circled, and place that copy in the applicant’s file. Do not use income limits from HUD’s web site.  
For each self-certification, the Grantee is responsible for ensuring that only the income of family members who are 18 years of age or older will be counted in the total income line.  
However, if there are questions about who qualifies as a family member, please see the discussion of counting household members in Chapter 2, page 4 of this manual.  
If there are questions regarding which income should be included for a person in the family, see Chapter 3, and page 1 of this manual.  You can also find information on income inclusion and exclusion and asset inclusions and exclusion in Appendix B and C.  
Using the Form
Proper use of this form will verify beneficiary income eligibility and document compliance with the CDBG national objective of low/moderate income benefit.  
For Public Service or Public Facility
Income self-certification can be used for Public Service or Public Facility Income Self-certification.. 
For these activities, the form must be completed and certified prior to the beneficiary receiving any program assistance.  

Parts I, II and III will be filled out as noted earlier in this section.
If the program applicant is over income for the program, the person completing and signing Part III notes this on the form and provides a written notice to the applicant that they are not eligible at this time.
For Microenterprise
Parts I, II and III will be filled out as noted earlier in this section except as noted below.

The ME Technical Assistance and Support Services programs require verification of low/moderate income family status and five or fewer employees including all business owners.  Information on both income and number of employees is found in Part I of the form. 
Income self-certification for ME activities must be completed prior to the beneficiary receiving any Microenterprise Technical Assistance or Support Services.  
Part l is completed by the beneficiary and includes disclosing the number of persons in their family and the income of each family member.  For Microenterprise programs Part I also includes the certification of number of employees and owners.   In answering this question, the business owner must include all part-time and full-time employees separately; businesses can’t aggregate part-time positions into full-time positions.   If there is a question about who would qualify as a business owner (spouse or third party investor) call your CDBG representative to obtain clarification.

If the program applicant is over income for the program or has too many employees, then the person completing and signing Part III(b) notes this on the form and provides a written notice to the applicant that they are not eligible at this time.

For Business Assistance
Parts I, II and III will be filled out as noted earlier in this section except as noted below.
For Business Assistance it is very important for the Program Administrator to ensure the income self-certification(s) is/are completed at the job application stage NOT after the employee has been formally hired.  

Part I of the income self-certification form is completed by the job applicant for the new position being created by the CDBG assisted business.  

NOTE:  The business is not permitted to use their own staff for completing the income self-certification with the job applicant, as that would be a conflict of interest. Income self-certifications must be done by third party representatives of the Program Administrator.  Improper completion of income self-certifications for business assistance will lead to repayment of CDBG funds to the Department. 

Part II of the income self-certification is related to demographic information and verification that the job applicant was hired by the business and the number of hours the new hires is working.  Once the business has hired the properly certified applicants, the Program Administrator will confirm that Part II has been accurately completed, and will fill out and sign Part III to verify the applicant was hired by the business, documenting the number of hours being worked by the new hire.  The Grantee must review actual pay rolls of the business to verify the applicant was hired and the full-time or part-time status of the new hire (average weekly hours worked).  This information is noted on the income self-certification form in Part II and certified in Part II, and placed in the project file for future monitoring. 
Part III of the form is completed by the Program Administrator and certifies the determination of eligibility, including the date.  
If the job applicant is over income,  the person completing and signing Part III notes this on the form and provides a written notice to business regarding applicant status.  The business will then use this information in their hiring process.

Verifying Job Creation
In most cases the income certification is done prior to receiving any benefits, but for Business Assistance job creation, the income self-certifications are done after CDBG funds have been disbursed to the business. In the case of BA, the income certification process may go on for a year or more until such time as the business has documentation on file substantiating that all Full-Time Equivalent (FTE) jobs have been created to meet the public benefit requirement, and at least 51% of the new hires are verified as low/moderate income.  (Note: The Department considers an FTE as working 1,750 hours per year).   The workforce of the business may go up and down over time so a great deal of coordination may be needed between the third party verification agency and the business personnel staff.  As soon as the business can show the correct level of FTE job creation to low/moderate income hires, it should be fully documented in the applicant file and no further monitoring of jobs is necessary.  .  The business is not required to maintain the jobs over the grant period as long as it is clear that the new jobs are permanent and not seasonal or temporary.  
Verifying Job Retention

For retention verification, the business must allow the Grantee to complete income self-certifications on their existing employees before providing any CDBG financial assistance.  This “before picture” is needed to show that the existing staff of the assisted business will retain an adequate number of FTE positions to justify the amount of financial assistance per public benefit requirements AND the existing business staffing level must be over 51% to document the low/moderate income benefit.  The “before picture” is also needed as a baseline that will be used for comparison to an “after picture” of the staffing once the CDBG funds are provided.  Thus for business retention, the Grantee must complete two sets of certifications on the new employees of the business, before and after CDBG assistance in order to verify the proper number of FTE jobs retained and those jobs are for low/moderate income persons.

In some cases, the business may hire part-time workers to fill job positions.  The Department allows part-time hires to be aggregated into a full-time hires.  As noted above, the Department considers an FTE as working 1,750 hours per year.  No more than two part-time positions may be aggregated to make one full-time position.  Part-time positions may not be “rounded” into a full-time position.  An employee working 1,600 hours per year is considered part-time and cannot be rounded up to one FTE.   An additional part-time employee must be hired and the hours of the two part-time positions will be combined to make one FTE.    The income self-certification form verifies the hours worked by a newly hired or retained employee to verify the FTEs created/retained.

�  “Grantee” for the purpose of this chapter is used throughout this chapter to mean not just the jurisdiction’s employees but also its sub-recipients, sub-contractors and/or service providers.
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