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FOREWORD

One of HUD’s major goals is to use limited Federal assisted housing resources as
efficiently as possible. Implementation of an Assisted Housing Quality Control (QC) process
based on the findings of this report provides a valuable new tool to help HUD achieve this
goal.

As part of the QC process, on-site tenant interviews, file reviews, and third-party
income verifications were used to collect data from a national sample. These data showed
significant subsidy payment errors, including both overpayments and underpayments.
Corrective actions are being developed based on the study results.

This report is intended to be the first of a series of periodic QC measurements.
Subsequent studies will provide information on the effectiveness of corrective actions
developed based on this report, and will identify remaining problems. The QC process will
enable HUD to reduce its error rates and more effectively use its subsidy funds. This
ultimately means that more eligible households will be assisted in the manner intended.
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ASSISTED HOUSING QUALITY CONTROL STUDY

EXECUTIVE SUMMARY

The Department of Housing and Urban Development (HUD) Assisted Housing Quality
Control study provides estimates of the extent, severity, costs, and sources of subsidy
calculation errors for the Public Housing, Section 8, and Section 236 programs. The study
involved interviewing tenants, verifying sources and amounts of income, calculating tenant
contributions and comparing these amounts with the program sponsor's calculation, and
studying related matters. Study results will serve as a basis for targeting corrective action.
Future studies could measure the efficacy of such corrective actions, a practice used by other
agencies.

"Error" is defined as any rent calculation or eligibility determination that differs from what
would have occurred if the PHA/owner had followed all HUD income certification and rent
calculation requirements during the most recent certification/recertification period. The
analysis also identifies errors in assigning appropriate size units to households.

Researchers collected data from a nationally representative sample of HUD-assisted housing
projects and project residents. Office of Management and Budget approval was received in
May 1991, and a pretest was conducted later that year. The full data collection began in

August 1992 and was completed in January 1993. Analysis of the data was conducted from
May 1994 to May 1995.

METHODOLOGY

The Sample. A nationally representative sample of 360 projects in the public housing,
Section 236, and Section 8 programs (i.e., New Construction, Substantial Rehabilitation,
Certificates, Vouchers, and Moderate Rehabilitation) was selected for this study. Data

collectors drew a random sample of seven households at each project. The study database
includes data from 2,514 households.

The Data. Data were collected by interviewing tenants and project staff, abstracting data
from tenant files maintained by the projects, and requesting information (by mail) from
banks, employers, and other sources of household income or expenses. For most households,
data were collected for two time periods: the (re)certification month (the month in which the
project manager signed the 50058/50059 form') and the "current” month (2 months preceding
the date when the data collection process for any given household was initiated).

'HUD requires that a 50058 or 500359 form be completed for each household's recertification. The form contains income
and expense information needed to calculate the household's rent.
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Error Calculation. A quality control rent (QC Rent) was calculated using HUD's formulae
for each of the housing programs included in the study. The QC Rent was based on the
information obtained from the household and project files and verified when necessary. Rent
error was determined by comparing the QC rent to the actual tenant rent—the Total Tenant

Payment indicated on the 50058/50059 forms. A case was considered to be correct if the QC
Rent and the Total Tenant Payment matched within $5.

MAJOR FINDINGS

Percent of Households Paying Correct and Incorrect Rent. The analysis indicates that:

. 47 percent of all tenants paid the correct amount of rent within $5 (34 percent
paid exactly the monthly rent they should pay)

. 27 percent paid at least $5 less than they should

. 26 percent paid at least $5 more than they should

. the percentage of correct cases for owner-administered projects was about the

same as that for PHA-administered projects

Dollar Error® and Error Rate. The error rate is calculated by dividing the sum of the
dollar amount of gross rent error (i.e., discrepancies between Actual and QC Rent greater
than $5) by the sum of the dollar amount of the QC Rent. For the tenants who paid less
monthly rent than they should pay (27 percent), the average monthly underpayment is $61.
However, when total underpayment errors are divided by the total number of cases, the
average monthly underpayment is $16. When multiplied by the approximately 4 million
occupied units covered by the QC sample, this results in an overall error of $788 million.
When calculated as a percentage of rent charges, this is a 9 percent underpayment error rate.

For tenants who paid more monthly rent than they should pay (26 percent), the average
monthly overpayment is $49. When this error is spread across all cases, it produces an
average monthly overpayment of $13. When multiplied by the approximately 4 million
occupied assisted rental units represented by the sample for the programs studied, this
results in an overall dollar error of approximately $603 million per year. When calculated
as a percentage of all rent charges, this is a 7 percent overpayment error rate.

When combined, the average gross rent error per case is $29 ($16 plus $13), which gives a
16 percent gross error rate. Overpayment and underpayment errors partly offset each other.

Unless otherwise noted; the equivalen Aggregate error estimates shown in this report are based on an
FY 1991 year-end estimate of 4.0 million occupied assisted housing units for the programs covered; the
equivalent FY 1996 year-end figure would be 4.5 million units.
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When calculated as a percentage of rent charges, the net average rent error per tenant is
2 percent, or $4 per case ($16 underpayment minus $13 overpayment, but the unrounded
values produce close to a $4 difference). The net subsidy cost of these errors is
approximately $185 million per year.

Program payment errors in other Federal means-tested programs are normally expressed in
relation to subsidy payments. HUD subsidies for public housing and Section 8 programs
equal the allowed expense level or payment standard minus tenant rent. Therefore, rent
errors cause subsidy errors. Average subsidy payments are roughly three times tenant rent
payments. The $29 per month average gross subsidy error equals an 8 percent error when
compared with HUD subsidy payments. The net average subsidy error of $4 equals a 1
percent error relative to HUD subsidy payments.

Eligibility of Newly Certified Households. A separate analysis of certifications was
conducted to determine if these cases (14 percent of the sample) were eligible for HUD
housing assistance. The analysis of whether the household met the low or very low income
standards found very few cases in error. All of the households that appeared not to meet this
requirement included a household member who had irregular earned income paid on an
hourly basis. Therefore, it is possible that based on the information provided by the tenant
at the time of certification the household met the income standards.

Overdue Recertifications. HUD requires that every household be recertified annually.
Only 2 percent of the households' recertifications were overdue. Analysis of these overdue
cases showed larger than average under- and overpayment errors.

Sources of Error. Analysis was conducted to determine which income and expense
components caused the greatest error. Medical expenses and earned income were the
components most often in error (22 percent and 20 percent, respectively), while errors in
earned income contributed the most to dollar error.

Comparison of Error in Recertification Month and Current Month. Although the error
rate was almost the same for the two time periods, the average dollar amount of error in
monthly rent was $3 higher in the current month than in the recertification month. This
difference was due primarily to an increase in the percentage of underpayments. This
finding is consistent with the prediction that the number of errors would increase because of
changes in the tenant's situation that were not reported to the project staff.

Elderly and Dependent Allowances. Analysis was conducted of both elderly and dependent
allowances to determine whether these allowances were being applied correctly. Elderly

allowances were incorrectly used in 6 percent of the cases. The dependent allowances were
incorrect in 15 percent of the cases.
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50058/50059 Error. To assess the accuracy of error determinations using only data
contained in the 50058/50059 forms, researchers compared the QC Rent error to the error
in rent identified by calculating rent using only information contained in the 50058/50059
forms. The 50058/50059 data correctly identified errors in only about half of the cases with
QC Rent errors.

File Documentation. The files kept at the project level indicated several problems:

. In 1 percent of the all cases, tenant and project records were so poorly
documented that no determination could be made about the amount of rent
charged.

. In 3 percent of all cases, the required 50058/50059 form was not found in the
project records. As a result, the source of error could not be determined when
the QC Rent determination differed from the program sponsor rent charge.

. The 50058/50059 form data are a useful but incomplete basis for measuring
income and rent determination errors.

Verification. HUD requires that all information provided by the tenant be verified by a third
party. Some income and expense components were more likely to be verified than others.
For example, handicapped expenses were never verified; other income was only verified 54
percent of the time; and asset income was verified 84 percent of the time. Earned income,
which is one of the main sources of error, was verified 63 percent of the time, but nearly half
of the verified amounts (29 percent of the entire sample) did not match the amount of earned
income used on the 50058/50059 form. Missing or incorrect use of verification is a strong
predictor of error. The experience of the QC study, in which serious and repeated attempts
were made to verify income and expenses, suggests that program sponsors performance
could improve significantly in this area. However, it is unrealistic to expect 100 percent
verification rates.

Occupancy Standards. Nine percent of the households occupied a unit that was larger or
smaller than permitted under normal occupancy standards. There is more overhousing than
underhousing, especially for single-person households. Most of the errors found involved
a one-person household occupying a two-bedroom unit. Overhousing is not usually caused
by a recent decrease in household size, which could cause temporary inconsistencies. Some
program sponsors have consistent patterns of over- and under-occupancy.,
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RECOMMENDATIONS FOR A FOLLOW-UP STUDY

A quality control study must:
. Determine the amount of rent the tenant is actually paying; and,

. Obtain all data elements needed to calculate the tenant rent contribution,
including amounts and sources of income, household composition, age and
handicapped/disabled status of household members, and selected expense
items for certain households.

There are three sources of these data: project files, the household interview, and third-party
verification. All three sources of information must be included in a quality control study.
The project files are the only source of information for the actual rent paid by the household.
Without a file review, the actual rent cannot be obtained, nor can certain types of errors, such
as calculation errors, be identified. The household interview is essential to identifying all
the sources of income/expenses for the tenant's household previously unreported by the
tenant. It also provides an opportunity to obtain release forms needed to conduct
verifications. Third-party verification is the only way to ensure that information found in
project files or reported during a tenant interview is accurate. It should be obtained for each

income and expense type. This is essential for determining whether the rent was calculated
correctly by project staff,

The experience of this study suggests the following study design recommendations:

. The study should focus on determining national estimates of types and
amounts of rent error (collection of additional data on other research issues

complicates the data collection process and distracts from the primary goal of
the study).

. * Data should be collected for only one point in time; collecting and verifying
income data for multiple points in time seriously complicates the data
collection effort far more than is justified by what it adds to the error analysis.

. Follow-up studies should include only the major HUD programs. (Inclusion
of smaller programs increases the complexity of the data collection; sample
size requirements for small programs are almost the same as for the largest
programs, which makes them disproportionately more expensive).
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Assisted Housing Quality Control
Final Report

L Introduction

A Purpose of the Assisted Housing Quality Control Study

The purpose of this study is to provide national estimates of the extent, severity, costs, and sources
of errors occurring in the certification and recertification procedures used by Public Housing Agencies
(PHASs) and owner-administered (owner) assisted housing programs. To fulfill the purpose of this
evaluation, researchers identified nine study objectives related to types of errors and cost issues; this
report addresses each of these objectives. "Error” is defined as any rent calculation or eligibility
determination that differs from what would have occurred if the PHA/owner had followed all
Department of Housing and Urban Development (HUD) income certification and rent calculation
requirements during the most recent certification/recertification period. The analysis also identifies
errors in assigning appropriate size units to households and certain procedural errors (i.e., situations
in which PHAs/owners did not follow HUD procedures but no dollar error resulted).

B. Background of the Study

This project is a continuation of the Quality Control for Rental Assistance Subsidies Study (HC-
15170) conducted by Macro International Inc. (Macro). Macro designed the research and survey
methodology and collected data from a nationally representative sample of HUD-assisted housing
projects and project residents. Macro, with assistance from HUD staff, was also responsible for
compiling HUD's regulations for the three programs included in the study (public housing, Section
&, and Section 236 programs) and for determining the various types of errors for examination. The
Office of Management and Budget approved the study in May 1991, and a pretest was conducted
later that year. Full data collection began in August 1992 and was completed in January 1993.
Macro submitted an unedited data tape to HUD in the summer of 1993. In May 1994 HUD
contracted with KRA Corporation (KRA) (contract DU100C000005933) to edit the database,
analyze the data, and submit recommendations for conducting follow-up studies. The project director

and survey director for the Macro data collection subsequently served as project director and project
manager for the KRA analysis,

C. Organization of This Report
This report is organized as follows:

. Section I: Introduction

. Section II: Methodology

. Section IIT: Study Objectives




Section IV: Findings

Section V: Recommendations

Appendices

A.  Rules for Matching Verification with Income and Expense Items
B.  Weighting Procedures

C. Sample Size for Analysis

D.  Analysis Tables

E. Consistency Errors




[ Methodology

A The Sample

A nationally representative sample of 744 projects in the public housing, Section 236, and Section
8 programs (i.e., New Construction, Substantial Rehabilitation, Certificates, Vouchers, and Moderate
Rehabilitation) was drawn from the universe listing supplied by HUD and refined by Macro. The
sample was divided into two nationally representative subsamples to correspond to two planned
waves of data collection, each containing approximately 2,600 households. The study design
specified the two waves of data collection, with each wave including all of the projects from each
subsample. However, because funding was only available for the first wave, the analysis reflects the
360 projects included in that wave. For additional information on the sampling procedures, see the

National and ASTEC Project Sample Documentation, Quality Control for Rental Assistance
Subsidies Study.’

Local data collectors drew a random sample of seven households at each housing project (plus seven
potential “replacement” households, for use in the study if a sampled household had to be replaced).
In a few very large projects, data were collected from 14 households; in other projects data came
from fewer than 7 households because tenants were uncooperative or not available, or because the
survey period ended before 7 households could be interviewed. The final data set reflects TESpONSes
from 2,514 households in the 360 projects.

B. Data Sources

Data for each sample household were collected from project files and through interviews with
household members. When appropriate, information was also obtained from third parties (e.g., banks,
employers) to verify* the information obtained from project files and tenants. Data for each sampled
household came from the sources listed below. Abbreviated terms this report uses to refer to each
of the data sources appear in parentheses following the form's official title.

. HUD Form 50058/50059 Data (50058/50059)—A HUD Form 50058 must be
completed for each household in public housing, moderate rehabilitations, and in
PHA-managed certificate and voucher programs at certification and recertification.
A HUD Form 50059 is required for all other programs in the study; it must also be
completed if an interim reexamination is conducted. These forms were photocopied
for each household whenever possible. If photocopying facilities were unavailable,

*Macro unpublished report to HUD dated June 11, 1992,

*Verification s a process of obtaining information about income, expenses, or household member characteristics
(such as age) from a third party who can attest to the accuracy of the information provided by the household. HUD requires

that all information provided by the tenant be verified by a third party or substantiated from documents (such as birth
certificates).

SPHAs and owners of HUD-assisted housing are required to make an initial determination of eligibility (called a
"certification”} and thereafter an annual redetermination of each household's rent (a "recertification”). In this report, the term
(re)certification refers to both certification and recertification,




a data collector transcribed the information onto a data collection form identical to
the 50058 or 50059 form, as applicable.

. Verification Information From PHA/Owner Files or From Households (V
Forms)—Forms were developed to collect information from tenant files that had
been previously obtained by the PHA/owner during recertification through third-party
verification. These same forms were used to record information obtained during the
household interview, such as dollar amounts from bank statements or paycheck
stubs.

. Other PHA/Owner File Data (A Forms)—Data collection forms were developed
to collect other relevant household information from project files, such as evidence
that a tenant reported a change in income or that an interim reexamination had
occurred, and to determine if newly admitted households were eligible.

. Household Interview Data (Household Questionnaire)}—An adult member of each
household included in the sample (preferably the head of the household) was
interviewed in person. Questions primarily addressed sources and amounts of
income, assets, and deductions. For most households, data were collected for two
time periods, discussed in Section II, C.

. Third-Party Verification Data (Release Form)—If there was no evidence that the
PHA/owner verified the information used in calculating rent, the appropriate third-
party source was sent a form requesting verification. Verification was also requested
from third parties when the household interview identified a new source or different
amount of income and the household could not supply documentation/verification for
this discrepancy. Release forms were developed that requested verification of
information for specific time periods. These forms were signed by the tenant during
the household interviews and then sent to the third party for completion and return
to Macro.

Interviews were also conducted with the PHA/owner staff member most familiar with (re)certification
procedures, but these data were not analyzed due to budget constraints. Only HUD-specified
procedures were used in collecting tenant income, expense and allowance data, and verification
information from third-party sources. These procedures were followed so that the study would only
identify those errors that would not have occurred had the PHA/owner followed HUD requirements.




C. Time Periods

For most households, researchers collected data for two time periods: the (re)certification month and
the "current” month. Definitions of these terms are as follows:

. The (re)certification month is the month in which the project manager (or other
authorized housing project staff member) signed the 50058/50059 form; that is the

month in which management certified that the information contained on the form was
correct.

. The current month is the month 2 months preceding the date researchers began data
collection for any given household. The rationale for using this time period is that
it can take up to 2 months for a PHA/owner to process a change in rent after
receiving notification that a tenant's circumstances have changed. Therefore, changes
occurring in the 2 months preceding data collection might not be reflected in the
PHA/owner files, even when the housing administrator was following HUD
regulations and processing the change.

In the examples below, Household #1 illustrates this typical household.

For some households, the (re)certification month fell during or after the current month. In such cases,
data were only collected for the (re)certification month because the purpose of collecting current

month data is to update existing information. Households #2 and #3 are examples of these
households.

If recertification was overdue by 12 months or less, the respondent was asked about circumstances
for the month in which recertification would have occurred had housing project staff processed it on
time. Household #4 in the example below illustrates this situation. If a household's recertification
was overdue by more than 12 months, the respondent was only asked about circumstances in the
current month. Respondent recall of events that would have occurred more than 12 months earlier
was considered unreliable. Household #5 illustrates this point.




For households that had an interim reexamination, researchers collected information similar to what
was collected for regular (re)certifications. This information was collected because the interim
50058/50059 contains the information on which the current household rent is based. Since only the
new information triggering the interim reexamination must be verified, other verification information
supplied for the regular (re)certification was used in the analysis.

D. Constructing the Analysis Files

The study database initially contained information at both the household member level and the
household level, and income and expense information in hourly, weekly, monthly, or annual amounts.
To calculate rent, KRA constructed an analysis file that aggregated all income and expense data to
an annual amount at the household level. For some items, this calculation was relatively easy (e.g.,
when there were stable income items, such as Social Security); for others, the calculation was more
complicated because it had to be based on assumptions made by the tenant, project management, and

KRA staff at the time of the (re)certification about the correct amount of income anticipated for the
next 12 months.

The database initially consisted of five separate files that contained the information collected from the
50058/50059 forms, the A and V forms, the household questionnaire, and the release forms. For the
calculation of rent error, the final analysis file contained income and expense/allowance data
aggregated at the household level in annual amounts. Rent data are in monthly amounts. Separate
files were created for the recertification and current month data and for the analysis of issues such as
verification, internal 50058/50059 errors, and occupancy standards.

E. HUD Rent Formulae

HUD specifies the formula for determining tenant rents for each of its programs. For all programs
included in this study, with the exception of the Section 236 and Section 8 voucher programs, a
household's rent is the greater amount produced by one of the following two calculations:




. 30 percent of a household's adjusted annual income, which is the total of all
household members' eammed and unearned income, less allowances for elderly
households and for household dependents, and deductions for handicapped, medical,
and child care expenses.

. 10 percent of a household's gross annual income with no allowances or expense
deductions.

For Section 236 households, the household's rent is the greatest of one of the following three
calculations:

. 30 percent of the household's monthly adjusted income (minus the utility allowance,
if the household has one).

. The basic rent.

. 25 percent of the monthly adjusted income, as described above (this only applies to
households with utility allowances), but not more than the market rent.

In the voucher program, the household's rent is the greater amount resulting from one of the
following two calculations:

. The rent to the owner plus the utility allowance minus the housing assistance payment
(HAP) to the owner.

. 10 percent of the household's gross income.
This calculation is divided by 12 to obtain the household's monthly amount of rent.

These are the formulae that PHAs/owners should use in determining tenant rent and the formulae
KRA used in determining if tenant rents were calculated correctly.

F. Calculation of Rent Error
The monthly rents KRA used in determining the national estimates of error are as follows:

. Actual Rent: The rent indicated on the 50058/50059 forms (items 36 and 50,
respectively) or, if this item was missing, the rent obtained from the rent roll.

. Quality Control (QC) Rent: The rent calculated by KRA using the information
reported by the household and verified, if possible.

These rents are described below.

Rent error was determined by comparing the QC Rent to the Actual Rent (i.e., the Actual Rent minus
the QC Rent). A discrepancy of $5 or less between the Actual and QC Rent was not considered to




be an error. For a separate analysis, a rent calculated solely on the information contained on the
50058/50059 forms was used to determine if errors could be identified using only information
contained on the 50058/50059 forms.

G. Actual Tenant Rent

The 50058/50059 forms contain the monthly rent paid by the tenant (the Total Tenant Paymepnt).
This amount was used in the analysis as the Actual Rent. Because this item was sometimes missing
on the 50058/50059 form, the projects’ rent roll data were also collected. The rent roll amount was
used as the Actual Rent in the calculation of rent error if a 50058/50059 form was not available, or
the Total Tenant Payment was missing from that form.

No HUD requirement exists for public housing tenants to report income changes occurring between
(re)certifications. Therefore, for these households, only the rent amount determined at the last annual
(re)certification was examined, unless the housing project completed an interim recertification. For
all other residents (who are required to report most interim changes in household income), two rents
were examined: the rent as of the recertification month and the rent as of the current month. Exhibit
1 below displays which households required more than one rent calculation is presented below.

Exhibit 1
Rent Calculations Required for Household T)!ges
Type of Rent Calculation Agglicable Households
————tanms |

Recertification Month Calculation All households,

Current Month Calculation Households with a change in circumstances, if HUD regulations
require an interim reexamination (i.e., all but public housing
households), and all households for which an interim was conducted,

Household for which the recertification month is the same as or later
No Current Month Calculation than the "current” month; households that had changes in

circumstances that do not require an interim recertification; all public
housing households (if no interim was conducted).

H. Quality Control Rent

KRA researchers calculated a Quality Control Rent (QC Rent) using the income and expense
information obtained from the household interview for the recertification month. If appropriate, a
QC Rent was also calculated for the current month. Income and expense information was verified
when necessary. When determining which data to use in the QC calculation, every effort was made
to use data that would have been available to the PHA/owner. For example, when two verifications
from the same source of income or expense were available, KRA researchers used the verification that
came from the project files rather than the one received directly from a third party.

Several income and expense items required specific guidelines for the QC Rent calculation. The
following guidelines were used.

) Assets:




- Cash on hand was not used in the rent caiculation.

- The cash value of life insurance policies was not used in rent calculations.

Earned Income:

- Employment income based on hourly or daily rates was calculated assuming
full-time (40 hours per week or 5 days per week, respectively) if no other
frequency was provided. However, a hard copy record of all such cases was
reviewed to determine if interviewer notes clarified the correct frequency and/or

amount of income. Adjustments were made in accordance with the available
information,

Benefits:
- No lump-sum benefits were used in the rent calculation.

- Social Security disability, Social Security retirement, and Social Security
survivor benefits were considered together as one source of income: Social
Security benefits. Hard copy records of cases with more than one Social
Security benefit of the same amount were manually checked to ensure that the
same income was not counted twice.

- One-time contributions received by the household of less than $500 were not
included as income in calculating rent.

- Educational scholarships were not used in calculating rent.
Expenses:
- All unanticipated nonroutine medical expenses (i.e., one-time expenses that

could not have been anticipated at recertification) were excluded in the
calculation.

In addition, the following special procedures were followed when appropriate:

If the household questionnaire indicated the tenant had a particular type of an income
or expense, but the dollar amount of that income or expense was missing on the
questionnaire, the value from the Form 50058/50059 was used in the rent calculation.
For example, if the tenant reported receiving a veteran's pension, but couldn't
remember the amount of the pension, and there was no verification of it, then the
pension amount from the 50058/50059 was used in the QC Rent calculation.
However, if the tenant had other pension income such as Social Security, the pension
amount on the 50058/50059 was used only if it was greater than the value of the
pension income determined by the QC calculation. The rationale behind this rule was




that, in these situations, the 50058/50059 provided the only dollar value for this type
of income. In cases where the houschold had multiple sources of income of the same
type, it was necessary to ensure that the same income was not counted twice,
Therefore, the dollar value for this type of income was never allowed to exceed the
amount on the 50058/50059 form.

. For the Section 8 voucher program, applicable voucher standard, gross rent, housing

assistance payment, and utility allowance amounts from the 50058 were used in the
QC Rent calculation.

. For Section 236, basic rent and utility allowance amounts from the 50059 were used

in the QC Rent calculation. Market rent amounts were obtained by the data
collectors.

. For Section 8 Households (other than Voucher), the calculated QC Rent was
"capped” by the Gross Rent.

. For public housing households, rent cap information was obtained from HUD.

. For cases with no form 50058/50059 or where the Total Tenant Payment (Actual
Rent) was not recorded on the 50058/50059, the rent roll amount was used as the
Actual Rent.

L HUD Regulations Affecting the Analysis

Several HUD regulations affected the data collection methodology and subsequent analysis,. HUD

regulations for the programs included in this study are contained in Standards for Determining
Error’

Anticipated Income. The amount of rent a household will pay is based on anticipated household
income and deductions for the 12 months following (re)certification. For households with a stable
income, such as Social Security or steady employment, determining annual income for the next 12
months is not difficult. However, many assisted households have members who are seasonally
employed or who move in and out of the household, changing the total household income.
Additionally, certain expenses such as medical expenses (for elderly households) and child care costs
may be very difficult to anticipate. Determining whether such income and expense amounts were

figured correctly at the time of recertification is very difficult because unanticipated changes in
circumstances may occur.

Verification. HUD regulations require that the information supplied by residents at (re)certification
be verified by third parties (e.g., employers, the Social Security Administration, banks, doctors). Data
collectors obtained release forms from the households when evidence of verification was not present
in the resident's file and then requested verification from the appropriate third parties. However,
some third parties did not respond, others returned information for incorrect time periods, and other

SAn unpublished Macro report to HUD dated May 7, 1992.
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problems were encountered in obtaining the correct verification. Follow-up requests for missing
verification were not made in all cases. In calculating the rents listed above, codes were assigned
indicating which rents were based on verified information and those for which the income/expense
information was only partially or not verified.

KRA, in consultation with HUD, established a set of verification rules to determine whether an item
was verified. Verifications from the V forms and the release forms were used only if they satisfied
the "Date Rule" presented in Appendix A. Another set of rules was used to match each item used
in the rent calculation to the verification. These rules also appear in Appendix A.

HUD Regulations for Different Housing Programs. HUD gives PHAs considerable latitude in
setting the regulations for their public housing programs, offering guidelines rather than specific rules
in many areas. However, the Section 8 and 236 programs have more specific requirements. Of
particular importance is the difference in requirements for households to report changes in income
and the PHAs/owners to act on such changes (i.e., redetermine the household's rent).

All programs included in this study require that households report any change in household
composition. However, PHAs may set their own requirements about whether households must report
a change in income. In contrast, under most circumstances, households in the Section 8 and 236
programs are required to report changes in income (CFR Title 24, 882.118 and 236.80) and usually
the PHA/owner must conduct an interim reexamination.

These differences mean that certain types of errors reported for some programs are not applicable to
others (primarily public housing programs). Therefore, the results presented in the text of this report
focus on the (re)certification month Actual Rent, because (re)certification requirements are generally
the same across programs included in this study. However, Appendix D contains tables presenting
results from the current month analysis as well as those from the recertification month analysis.
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lil. Study Objectives

This section presents the nine study objectives and a brief description of the methodology used to
meet those objectives.’

Objective 1: Identify the various types of errors and error rates.

This study examined errors by type and source.

Source of Error. This report defines "source” as the type of income, asset, expense, or allowance
that caused (or contributed to) errors. KRA identified source errors using the 10 income and expense
components found on the 50058/50059 forms for calculating rent. The five income components are
employment income, Social Security and pensions, public assistance, other income, and asset income.
The five expense/allowance components are elderly allowance, dependent allowance, medical

expenses, child care expenses, and handicapped expenses. This report discusses both case and dollar
error according to these categories.

Type of Error. Researchers identified five types of errors: calculation errors, transcription errors,
misreporting of income sources or amounts, incorrect use of allowances, and failure to conduct a
recertification in a timely manner. Transcription errors and failure to conduct a recertification in a
timely manner are procedural errors that may or may not result in a payment error. Misreporting of
income sources or amounts, calculation errors, and incorrect use of allowances will usually result in
payment error.

Objective 2: Identify the dollar costs of the various types of errors.

Three different types of dollar error estimates were calculated. Dollars of error were defined as the
difference between the QC Rent (i.e., the amount calculated by KRA based on verified income and
expenses) and Actual Tenant Rent for a given month. For households who were ineligible when
initially certified, the QC Rent is the amount of rent in the absence of any subsidy; the underpayment
is this amount minus the Actual Tenant Payment.?

A dollar amount of overpayment and underpayment was calculated for each identified error; however,
some of these errors were overlapping or offsetting. (For example, earned income may have been
underreported while—perhaps because of an calculation erro— Supplemental Security Income may
have been overstated). The net different could be zero, or a positive or negative number. Therefore,
three measures were used to aggregate and report errors.

"See Analysis Plan, an unpublished KRA report to HUD, dated November 18, 1994, for a more detailed description
of the methodology.

*As an operational matter, for public housing tenants, the underpayment due to ineligibility is defined as the Section
8 Existing Fair Market Rent or any applicable HUD-approved ceiling rent, whichever is lower, minus the actual tenant
payment.
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. Rent error—The difference between the monthly Actual Rent and the monthly QC
Rental (i.e., Actual Rent minus QC Rent). Rent was considered in error if the
monthly QC Rent and Actual Rent differed by more than five dollars.

. Total dollars in error—The absolute sum (i.e., the sum of the positive and negative
amounts, ignoring the plus or minus signs) of ali individual income and expense
component errors. These errors are combined to provide an overall Total Dollars in
Error and are presented as annual amounts.

. Largest dollar error—The annual dollar amount of error for the income or expense
components with the largest error.

The first measure of error, rent error, is used to estimate the national rent error rate. Tenant
overpayments and underpayments of rent can be measured separately or combined arithmetically to
produce a net rent error (Actual Rent minus QC Rent) or they can be combined absolutely to produce
a gross rent error (the sum of under- and overpayments ignoring the plus and minus signs). The rent
error rate is determined by dividing the sum of the dollar amount of gross rent error by the sum of
the QC Rents. Note that rent error is reported on a monthly basis.

The second, Total Dollars in Error, is useful in analyzing income and expense components in error.
Note that the total dollars in error are annual figures.

The third measure, Largest Dollar Error, identifies the rent component contributing the most to the
error in the houschold's rent. It is a useful diagnostic tool in identifying the major sources of error
so that program improvements can be targeted to the areas contributing the most to error.

Objective 3: Estimate the national-level costs for total error and major error types.

Analysis of the sample data includes determining the National Error Rate, the numbers and
proportions of cases found to be in error, and the dollar amount of error and the proportion of total
dollars found to be in error. Sample data were weighted to provide national estimates.

Objective 4: Determine the relationship between errors detectable using the HUD
50058 and HUD 50059 forms and total errors.

An analysis was conducted to determine whether the errors that were identified using only
information contained on the 50058/50059 forms were representative of the total errors. This
analysis was conducted by first identifying errors that could be determined by only using data
contained on the 50058/50059 form and then comparing the calculation errors and consistency errors
with the rent errors identified by QC.
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Objective 5: Determine whether error rates and error costs have statistically
significant differences from program to program.

In addition to national estimates of the number of cases and dollars of rent error, case and dollar error

rates for projects operated by PHAs were compared to those operated by owners. Within each of

these program administration types, KRA analysts looked at specific types of projects. The projects
are categorized as follows:

. HA-Administered Projects®
- Public and Indian housing
- Section 8—Certificate
- Section 8—Voucher
. Owner-Administered Projects
- Section 236
- Section 8 New Construction and Substantial Rehabilitation
- Section 8 Loan Management and Property Disposition

Objective 6: Determine the extent to which households are overhoused relative to
HUD's occupancy standards.

This objective addresses whether households reside in units with the correct number of bedrooms.

HUD standards specifying the appropriate size unit for PHA Section 8 households are shown in
Exhibit 2 below.

Number of Persons in Household

Number of Bedrooms Minkmum Maximum
0 1 1
1 1 2
' 2 2 4
3 4 6
4 6 8

5 8 10 ‘

°The sample contained 14 households in Moderate Rehabilitation housing projects. This sample was considered
inadequate for a separate analysis,
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For owner-administered programs, the rules are not based solely on household size and allow greater
interpretation on the part of the project staff. In addition, both PHA-administered and owner-
administered programs allow exceptions to these rules. In this analysis, KRA used the PHA standards
shown in the above table. Households in owner-administered projects who did not pass the PHA
rules were tested against the more flexible owner-administered rules as well.

Objective 7: Determine the extent to which errors are concentrated in projects and
programs.

Further analysis was conducted to determine whether certain projects were more error-prone than
others. KRA identified projects which had a larger number of cases with errors to determine whether
these errors were concentrated in certain projects.

Objective 8: Estimate the percentage of newly certified tenants who were incorrectly
determined eligible for program admission.

Newly certified houscholds were reviewed to determine whether they met the eligibility requirements.
Three criteria are reviewed at initial certification that are not a part of the recertification process:
definition of family, single-person households, and low and very low income limits. The definition
of family is determined by the PHA or owner, except in the Section 236 program. Therefore, for
Section 236 households, researchers were able to check all three eligibility requirements. Because
this study identified only those errors that resulted from not following HUD regulations, for other

programs KRA determined only whether new admissions met the single-person and low and very low
income limit requirements.

Objective 9: Estimate the total positive and negative errors in terms of HUD
subsidies.

Proper payments are those in which the Actual Rent equals the QC Rent (i.e., there is no dollar error
in the tenant payment). Errors can be either overpayments (Actual Rent greater than QC Rent) or
tenant underpayments (Actual Rent less than QC Rent). Overpayment error rates were calculated
by dividing the total amount of overpayment by the total Actual Rent; underpayment error rates were
calculated similarly by dividing the total amount of underpayments by the total Actual Rent.
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v, Findings

Analyses were conducted using weighted data for the sample of 2,514 cases. (Appendix B presents
the procedure used in weighting the data.) There was insufficient information on 93 of these cases
to determine either the amount of error or the source of error.’® Appendix C shows the distribution
of cases available for each type of analysis, for both the sample and the weighted data.

When appropriate, data are presented by program type with subtotals for the following PHA-
administered and owner-administered programs:

. PHA-Administered

Public and Indian Housing

Section 8 Certificates

- Section 8 Vouchers
. Owner-Administered
- Section 8 Substantial Rehabilitation/New Construction

- Section 8 Loan Management/Property Disposition

Section 236

Each of the major study findings, the reasons for the errors, and other background information
concerning these errors are discussed below. This discussion is divided into four parts: the errors

in the rent amount based on the QC data, the errors found on the 50058/50059 forms, errors by
project, and occupancy standards.

Data supporting the discussion are presented in tables located in Appendix D. The chart at the
beginning of Appendix D presents each of the objectives and the tables that include data responding

to those objectives. All references to tables in this report are to the recertification month tables in
Appendix D, unless otherwise indicated.

'° Thirty-one of the cases had no 50058/50059 form or no Total Tenant Payment (Actual Rent) on the form, as
well as no rent roll data, There were also 11 cases where the QC Rent could not be calculated because the 50058/59 was
missing the Gross Rent, and three cases where the QC Rent could not be calculated because the Welfare Rent was missing,.
Therefore, most tables present data for 2,469 cases. Additionally, tables presenting total error, largest error, or source of
error include only 2,431 cases because there are 83 cases with no 50058/50059 form. For these 83 cases, the individual
rent components cannot be analyzed and the source of error cannot be determined.
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A. Rent Error

Overview. Rent errors were identified by comparing the QC Rent (calculated by KRA using the
houschold questionnaire and verification data) with the Actual Rent (the Total Tenant Payment from
the 50058/50059 or rent roll if no 50058/50059 was available), As noted above, a case was
considered to be correct (proper payment) if the QC Rent and the Actual Rent matched within $5.
The $5 variance was chosen to allow for rounding errors; this is also the amount of variance allowed
in Aid To Families With Dependent Children (AFDC) QC reviews. All tables included in this report
present households whose Actual and QC Rents matched within $5 as proper payments, except for

the supplemental tables (designated by the letter "S") which are based on exact matches between
these two rents.

Definitions of Rent Errors. Dollar error can be determined by comparing what the household
should have paid to what it was paying, or by identifying the percent of the Federal subsidy that was
paid in error. In this study, error was determined by the first method. No calculations were made
of the amount of the subsidy paid in error, nor is the error rate presented as a percentage of the
Federal subsidy. However, as a general rule, the Federal operating subsidy for Section 8 and public
housing programs is approximately three times what the tenant pays. The rent errors presented
throughout this report were calculated in the following manner:

. Rent Error was calculated for individual cases by subtracting the QC Rent from the
Actual Rent. A negative number indicates an underpayment, meaning the household
paid less than it should have paid, and that HUD's contribution was higher than it
should have been. A positive number indicates a household overpayment, meaning
HUD's contribution was less than it should have been.

. Gross Rent Error is the absolute value (i.e., the sum of the absolute value of
positive and negative Rent Error) of the Dollar Rent Error for the sample as a whole
or a specified group of cases. The dollar amounts presented in the tables are Gross
Rent Error values, unless otherwise indicated.

. Net Rent Error is the arithmetic value (i.e., the sum of the negative and positive
values of over- and underpayments) of the rent error.

. Error Rate is calculated by dividing the sum of the gross rent error by the sum of the
QC Rent, for the entire sample or a specified group of cases.

Verification. As indicated above, although an effort was made to verify all income and expense
components involved in the calculation of rent, verification was not obtained for all items because of
time and budget constraints. Table 1 presents, by rent component, the number of households for
which the income or expense component was not verified, partially verified, or fully verified. The
table indicates that expenses were verified less often than most of the income components. Pensions
and public assistance income were the sources of income that were verified most often, with a
verification rate of 72 percent and 73 percent, respectively.
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Rent Error Findings. Table 2 presents the Actual and QC Rents and the gross rent errors by
program. Table 3 presents the breakdown of cases by underpayment, proper payment, and
overpayment for each program type.!'! These tables indicate that at (re)certification, the rent was
calculated correctly (within $5) in nearly half of the cases (47 percent); approximately one-third (34
percent) matched exactly. The percentage of correct cases for owner-administered projects was
about the same as that for PHA-administered projects (49 and 47 percent, respectively). The percent
of households with Actual and QC Rents matching within $5 and those matching exactly are
summarized in Exhibit 3 below.

Exhibit 3
Percent of Households With Proper Payments

Administration Type M

PHA Administered 47% 34%
Qwner Administered 49% 34%
Total 47% 34%

Source: Table 3

Exhibit 4 presents the percent of cases in error and the average dollar amount in error and error rate
by program. The data indicate that 53 percent of the cases include a rent error greater than $5. The
average dollars in error, calculated by dividing the sum of the dollar amount of gross rent error (i.e.,
the absolute sum of the under- and overpayments) by the total number of cases is $29. The error rate,
calculated by dividing the sum of the dollar amount of gross rent error by the sum of the dollar
amount of the QC Rent, is 16 percent.

Exhibit 4
Rent Error: Percent of Cases, Average Dollars in Error, and Error Rate

“ Percent of Average
Administration Type Cases in Dollars in Gross Dollar
_ Error Error Error Rate
PHA Administered 53% $30 17%
Owner Administeraed 51% $28 15%
Total 53% $29 16%

Source: Tables 2 and 3

Twenty-seven percent of all tenants paid at least $5 less than they should have. For these cases, the
average monthly payment was $61 less than it should be and resulted in approximately $788 million
per year in excess subsidy payments. Twenty-six percent of all tenants paid at least $5 more than they
should have. For these cases, the average monthly payment was $49 more than it should be and

! Table 3a(S) presents the same information for cases where the QC Rent and Actual Rent matched exactly (instead
of being within $5).

18



resulted in approximately $603 million per year in payments that should have been covered by Federal
subsidies. In the remainder of this report, all underpayment and overpayment dollar amounts are
calculated for the cases as a whole. Therefore, the underpayment and overpayment average dollar
figures are $16 and $13 respectively.

Exhibit 5 presents the percent of cases and average dollar amount'? for the cases in error and for all
cases, when errors of $5 or less are not counted. Figures 1 and 2 graphically present the number of
cases with underpayments, proper payments, and overpayments, first by administration type, then by
program type.

Exhibit 5
Percent of Cases and Average Monthly Dollar Amount of Error b¥ Paxment T_y_ge ‘
Underpayments Overpayments
Administration Type Average $ Amt. Average $ Amt.
% of % of
Cases For For all C;ses For For all
Under- Cases Over- Cases
payment payment
Cases Cases
PHA Administered 28 $61 $17 25 $49 $12
ﬁ Owner Administered 25 $61 $15 26 $49 $13
Total 27 $61 $16 26 $49 $13

Source: Tables 3 and 4

"The average dollar amount of error is always calculated using the total number of cases (or the total number of
cases for the appropriate subgroup) as the denominator. Therefore, the average dollar amount of error for all cases is the
same as the sum of the average dollar amount of error for underpayments and the average dollar amount of error for
overpayments.
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Exhibit 6 presents the gross and net average dollars in error and the associated standard error. To
obtain the gross and net rent error, the dollar amount of overpayments is added to the dollar amount
of the underpayments, first using the absolute values, and then the arithmetic values. The average
net dollar error is -$4 (indicating a tenant underpayment); the average gross dollar error is $29. The
standard errors associated with the etror estimates indicate that at the 95 percent confidence level,
the average gross and net errors are significant even when allowing for sampling error. However,
the average errors (both gross and net) are not significantly different between PHA and owner-
administered units.

Exhibit 6
Gross and Net Rent Error (Monthl
II Gross Hent Error Net Rent Error

Administration Type Average $ in Std. Err of Average $ in Std. Err of

Error Mean Error Mean
PHA Administered $30 1.13 -$5 1.30
Owner Administered $28 1.62 -$3 1.72
Total - $29 .91 -$4 1.04

Source: Table 5

Certifications/Recertifications. The sample cases included both recertifications and certifications.
Certifications were analyzed to determine if these cases were eligible for HUD housing assistance.
A separate analysis was also conducted for overdue recertifications. Table 6 shows the breakdown
of the number and percent of cases of certifications, recertifications not overdue, and recertifications
overdue, by program type. The data indicate that 14 percent of the cases were new certifications and
only 2 percent of the cases were overdue recertifications. These findings are summarized in Exhibit
7. Figures 3 and 4 present this data graphically, first by case type, then by program type.

Exhibit 7
Certifications And Recertifications

Administration Type

|__Certifications

Nonhoverdue
Recertifications

Overdue
Recertifications

PHA Administered 14% 83% 3%
Owner Administered 15% 84% 1%
L Total 14% 84% 2%

Source: Table 6
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Certifications. The analysis of the newly certified cases found very few households certified in error.
Three initial certification criteria were reviewed: the definition of family (for Section 236 cases only);
admission of single-person households, and low and very low income limits. The analysis found a
small percent of error for each of these criteria. Because there were very few certification cases in the
sample, and because the eligibility requirements are subject to exceptions, no conclusions can be
drawn regarding the number of households admitted in error.

The analysis of Section 236 certifications to determine if the definition of family was implemented
correctly found a small number of cases where an unrelated adult was living in the household.
However, in the majority of these cases, the unrelated adult could have been a common-law spouse.
Data to clarify the relationship of unrelated adults were not collected.

Analysis of new admissions for single persons found only a few cases where the person was not
elderly, disabled/handicapped, displaced, or pregnant, and where there was nothing in the file to
indicate that an exception was obtained from HUD. However, because the HUD regulations allow
for exceptions to the single-person admission standards, and no data were collected regarding these
exceptions, the analysis cannot conclude that the admissions were in error.

The analysis of whether the household met the low or very low income standards again found very
few cases in error. All of the households that appeared not to meet this requirement included a
household member who had irregular earned income paid on an hourly basis. Therefore, it is possible
that based on the information provided by the tenant at the time of certification the household met
the income standards.

Underpayments and Overpayments for Certifications, Recertifications, and Overdue
Recertifications. Table 7 presents a summary of the cases with overpayments and underpayments
by the type of case—certification, nonoverdue recertifications, and overdue recertifications. This
table indicates that the underpayment and overpayment error rate for certifications, and nonoverdue
recertifications is about the same. However, both the under- and overpayment error rate for overdue
recertifications is about twice as high. When recertifications are not conducted on a timely basis,
changes in the tenant's situation are not acted upon. Apparently, tenants are as unlikely to report
decreases in income as they are increases in income. These findings are summarized in Exhibit 8.

Average Monthly Dollar Amount'ss);::'bgnadergayments and Overpayments
I Underpayment Overpayment
Administration Type Average $ Amount Average $ Amount
Certifications $15 $12
" Nonoverdue Recertifications $16 $13
l Overdue Recertifications $30 $25
T9_=i_éu $16 $13

Source: Table 7
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Sources of Error. In addition to identifying the number of cases in error and the associated dollars
in error, analysis was conducted to determine which income and expense components contributed the
most to error. It should be noted that the component dollar amounts are annual income and expense
dollars, rather than monthly dollar figures used in all the tables presenting rent error data. Table 8
presents each income and expense component included in the rent calculation and the number of
households where this component contributes the most to the error. The table indicates that medical
expenses'’ and earned income cause the largest dollar error in the highest percentage of cases (22 and
20 percent respectively). However, the average dollar amount associated with the medical allowance
is $1,957 while earned income has an average dollar error of $4,896. These data mean that, even
though medical expenses or earned income are the largest dollar error in about the same percentage
of cases, error in reported earned income has considerably more impact on the dollar amount of rent
error.'* These findings are summarized in Exhibit 9.

Exhibit 9
Rent Components Responsible for the Largest Dollar Error
(listed by amount of dollar error)

Rent Component ~r%-of Cases Average Dollar Amount
in Error for Cases in Error
Earned income 20% $4,896
Pensions 15% $3,653
Other Income 14% $2,865
Public Assistance 12% $2,831
Child Care Allowance 3% $2,058
Medical Allowance 22% $1,957
Asset Income 5% $1,864
Dependent Allowance 4% $ 618
Handicapped Allowance <1% $ 483 “
Elderly Allowance 2% ___ $ 400 "

Source: Table B

" Medical expenses are probably the most difficult dollar amount to anticipate for 12 months into the future. Therefore,
it is not surprising that data collected during the survey differ from those provided during recertification.

" The high dollar error rate associated with earned income may be due to the difficulty in projecting income for
households with unstable jobs or when people are paid based on the number of hours worked.
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Total and Largest Dollar Error. Table 9 presents the dollar amounts associated with the total
dollars in error (the absolute sum of the amounts of errors in all rent components) and the largest
dollars in error (the largest error for each case attributable to a specific source), by program type.
Both the average amount of the total dollars in error and the average amount of the largest dollar

error are greater for PHA-administered projects than for owner-administered projects. These findings
are summarized in Exhibit 10.

Exhibit 10
Total and Largest Dollars in Error
Administration Type Average Total Average Largest
Dollars in Error Dollars in Error
PHA Administered $4,364 $3,018
Owner Administered $2,984 $2,556
I Total $3,849 $2,845

Source: Table 8

Table 12 summarizes all rent component errors by type of payment (underpayment, proper payment,
or overpayment) and by administration type. This table presents for each type of payment all cases
that have an error in any of the 10 income and expense/allowance rent components. In this table,
having an error in more than one rent component is possible. In some cases, no errors exist in any
of the rent components. When this occurs in underpayment and overpayment cases, the error is in
the calculation of the Actual Rent (Total Tenant Payment) after the household's adjusted annual
income is determined, rather than in an individual rent component.

Comparison of Recertification Month and Current Month. As indicated above, data were
collected for two points in time. The purpose of collecting data for the current month as well as the
recertification month was to determine whether there was a difference in the error rate during those
two time periods. The current month data were expected to reflect more errors because, in addition
to errors made during the last (re)certification process, other errors may be due to changes in

household circumstances occurring after the last (re)certification. The data confirmed this
expectation.

Exhibit 11 presents the major findings for the two periods of time. This exhibit indicates that,
although the gross dollar error rate was almost the same, the average dollar amount in error in the
current month rent was $4 higher than that in the recertification month. This difference was primarily
due to an increase in the percentage of underpayments. This finding is consistent with the prediction
that the number of errors would increase because of changes in the tenant's situation that were not
reported to (or were not acted upon by) the project staff.
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Comparison of Errors Found in the
Recertification Month and Current Month

Exhibit 11

|| Error Issue

Recertification Month

Current Month J

Rent Error (Monthly):
Percentage of cases with;
Underpayment 27% 30%
Proper Payment 47% 44%
Overpayment 26% 26%
Underpayment—
Average Dollar Amount $16 $20
Overpayment— $13 $13
Average Dollar Amount
Average Dollar Amount in Error $29 $32
Net Rent Error— -$4 -$7
Average Dollar Amount
Gross Dollar Error Rate 16% 18%
Income and Expense/Allowance Components (Annual):
Largest Dollar Error (cases)
Earned Income 20% 22%
Pensions 15% 15%
Public 12% 12%
Assistanc 14% 13%
e 5% 5%
Other Income 4% 5%
Asset 2% 2%
Income 3% 3%
Dependent Allowance <1% <1%
Elderly Allowance 22% 20%
Child Care Allowance
Handicapped Allowance
Madical Allowance
Total Dollar Error $3,849 $4,145
(Average Dollar Amount)
Largest Dollar Error - $2,845 $3,015
{Average Dollar Amount)
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Allowances. Analysis was conducted of both elderly and dependent allowances®® to determine
whether these allowances were being applied correctly. Table 11 presents the number of
elderly/nonelderly households for which an elderly allowance was correctly or incorrectly applied.
Elderly allowances were incorrectly used in 6 percent of the cases.

Table 11 also presents the nurmber of households with and without dependents for which a dependent
allowance was correctly or incorrectly applied. The dependent allowances were incorrect in 15
percent of the cases. In 3 percent of the cases, a dependent allowance was given to a household that
did not have dependents. In the remainder of the cases in error (12 percent), either a dependent
allowance was not given when it should have been, or the wrong allowance amount was given,

Case Examples. Further analysis was conducted to answer questions about households with little
or no income and households whose rent payment was at least $50 more or less than it should have
been. Households which report very low or no income were especially suspect if the household rent
calculation included a dependent allowance. The fact that there was a dependent in the household
should indicate that the household was entitled to some type of benefit. Appendix E provides lists

of the households that fall in these categories. Appendix F provides case studies for a sample of these
cases.

B. 50058/50059 Errors

Analysis of the errors on the 50058/50059 form was conducted to determine whether the errors that
can be identified using only the information on the 50058/50059 are representative of the total errors
in the program. These analyses included the identification of calculation and consistency errors. An
additional related analysis, which required using project file information not found on the
50058/50059 form, was conducted of the use of verification in calculating the Total Tenant Payment.

Calculation error was determined by using the information recorded on the 50058/50059 form G.e.,
income amounts, expenses, and allowances) to calculate the rent amount. This calculation did not
take into account whether dollar amounts were verified or whether the recertification was conducted
on time. It simply determined whether, using the information on the 50058/50059 form, a correct
rent was calculated. This analysis identified errors because of mistakes in arithmetic or in the
incorrect use of the rent formula, Items that were not completed but should have been, were
considered incorrect. This analysis did not include identifying cases where items were recorded in
the wrong place on the 50058/50059 forms, although improper use of a field on the 50058/50059 can
result in a calculation error.'® Table 12 presents the number of cases with 50058/50059 forms that
contained calculation errors, by the rent component contributing to the error. Because of the limited
amount of data available on the 50058 form, there were very few items on that form where
calculation errors could be identified.

Households with an elderly or handicapped/disabled head or spouse is entitled to one $400 allowance (i.e.,
deduction from gross annual income) in calculating rent. Households are entitled to a $480 allowance for each dependent
(defined as children under 18, full-time students, and handicapped members other than the head or spouse).

Eor example, some projects recorded the amount of the elderly allowance in the handicapped allowance box.
Without a manual review, the rent calculation would be in error.
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Consistency errors were identified by determining whether there was logical conformity between
elements within the form. For instance, transaction type and assistance status must correspond.
Elderly status information should be consistent with information provided about the age of the head
of the household or spouse. The number of dependents should not exceed the number of household
members. Because of the additional information provided on the 50059 form, there is greater
opportunity for checking consistency on that form than on the 50058. Table 13 presents the number
of cases that contain consistency errors on the 50058/50059 forms. Rather than listing each
individual item that might have a consistency error, these data are summarized according to the

subsections of the forms. Appendix G provides the data items by subsection that were included in
this analysis.

Verification errors were identified by determining whether an item was verified and, if it was verified,
whether the correct information was transferred to the 50058/50059 form. An error occurs when the
verified amount obtained by the project is not recorded properly on the 50058/50059 forms (and,
presumably, not used in the rent calculation). When determining whether the amount of the income
or expense provided in the verification matched the amount used on the 50058/50059 form, a
variance of $100 was allowed to accommodate potential rounding errors when annualizing data.
Table 14 presents the number of cases where verification was not obtained, where it was obtained
but the verified amount does not match the amount used on the 50058/50059, and where verification
was obtained and the verified amount matches the amount used on the 50058/50059. The table

shows that the number of cases where verification was obtained varies greatly depending on the rent
component. For example:

. Handicapped expenses were never verified.
. Other income was only verified 54 percent of the time.
. Asset income was verified 84 percent of the time.

Earned income, which is one of the main sources of error, was verified 63 percent of the time, but
nearly half of that verification (29 percent) did not match the amount of earned income recorded on
the 50058/50059 form. This discrepancy may be because many tenants have jobs where the number
of hours they work varies from week to week. Therefore, determining the amount of earned income
that should be anticipated for the next year is difficult and may vary depending on who is calculating
the rent. These findings are summarized in Exhibit 12,
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Exhibit 12
Verification of 50058/50059 Rent Components

’ No Project item Verified Verification Matched
Rent Component Verif;cation by Project 50058/59
Earned Income 37% 63% 34%
Pensions 28% 72% 45%
Public Assistance 22% 78% 52%
Other Income 46% 54% 34%
Asset Income 16% 84% 70%
Dependent Allowance 43% 57% 57%
Elderly Allowance 21% 79% 79%
Child Care Allowance 32% 68% 47%
Handicapped Allowance 100% 0 0
Medical Allowance 21% 79%% 37%

Source: Table 14

Comparison of 50058/50059 Errors to QC Error. A comparison was made between the errors in
the calculation of rent on the 50058/50059 forms and QC Rent errors. The purpose of this
comparison was to determine if the errors identified using only the 50058/50059 data could predict
the rent error that would be found in a quality control review. When using only the 50058/50059 data
to calculate the Actual Rent, errors were found in 21 percent of the cases. The QC Rent error
calculation found error in 47 percent of the cases. The cases were compared to determine if the same
cases were similarly identified as correct or incorrect. Only 39 percent of the cases were identified
as correct and 14 percent of the cases as incorrect by both calculations. Therefore, data from the
50058/50059 forms alone cannot accurately identify rent error. A matrix presenting a comparison
of the findings from the QC review and the 50058/50059 calculation is found in Exhibit 13.

Exhibit 13
50058/59 Rent Calculation Error Compared to QC Rent Error .
=
bem Calculation: Correct Incorrect

Using Information on the 789% 21%
50058/50059 Form
According to the QC Rent 47% 53%
Calculation .
500568/50059 calculation and QC 39% 14%
Rent calculation agree
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Cases with QC Rent error were examined to determine if verification that was not obtained or used
incorrectly by the project staff was a predictor of error. Exhibit 14 presents the percentage of cases
with QC Rent error for which verification was missing or used incorrectly by the project. Each error
is presented by rent component. This exhibit shows that for many rent components, missing or
incorrect use of verification can predict rent error. However, verification errors can only be identified
using information obtained from the project files and not solely from the data contained on the
50058/50059 forms.

Exhibit 14
QC Error Cases With Missing or Incorrectly Used Verification _
50058 50059 |
Rent Component QC Error Cases QC Error Cases
QC Error with Missing or QC Error with Missing or
Incorrectly Used Incorrectly Used
_ Verification Verification
| Earned income 15% B0% 14% 77%
Pensions 23% 91% 17% 89%
Public Assistance 22% 71% 10% 81%
Other Income 15% 55% 11% 51%
Asset Income 6% 72% 7% 80%
Dependent Allowance 9% 70% 6% 49%
Elderly Allowance 4% 46% 3% 26%
Child Care Allowance 4% 46% 3% 45%
Handicapped Allow. 1% 100% <1% n/a
Medical Allowance 19% 70% 28% 75%
No Error 30% 35% -

C. Comparison of Projects

Analysis was conducted to identify those projects that have the least and the greatest number of cases
with rent errors. Overall, 47 percent of all households pay the correct amount of rent. In 46 percent
of the projects, at least 47 percent of the cases were correct. A large percentage of the projects have
a high error rate: 54 percent of the projects had between 3 and 5 households (out of a possible 7
households) that were paying the incorrect amount of rent. This indicates that error is random and
not concentrated in a few projects. In 5 percent of the projects, no cases were correct. In 4 percent
of the projects, all cases were correct. Exhibit 15 presents the percent of projects with the number
of households that pay the correct amount of rent. Figure S presents this data graphically.
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Exhibit 15

Percent of Projects by the Number of Households PayingCorrect Rent

57T

0T

PERCENT OF PROJECTS

"1 2

PROJECTS WITH PROPER PAYMENT CASES
National Estimates (Recertification Month)

+

"3 4 5
NUMBER OF CASES IN EACH PROJECT WITH PROPER PAYMENT

Percent of Projects
Number of Households
Paying Correct Amount of Rent Adm:II-ilsAtered Adn?i::;:;red C:ls|es
0 5% 5% 5%
1 12% 8% 10%
2 20% 22% 21%
3 16% 19% 18%
4 24% 19% 20%
5 17% 15% 16%
6 3% 10% 7%
7 3% 5% - 4%
Figure 5
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D. Occupancy Standards

Analysis was conducted to determine whether households are assigned units with the correct number
of bedrooms. Exhibit 15 presents the number of households, by bedroom size, that were residing in
units with the correct number of bedrooms. It also reflects the number of households in units with
too many and too few bedrooms by administration type. These findings are summarized in Exhibit
16. Exhibit 17 shows the number of bedrooms by number of persons for all cases. Exhibit 17a shows
the same table without Section 8 Certificate, Voucher, and Moderate Rehabilitation units, which are
subject to somewhat different occupancy rules. Exhibit 18 shows the number of bedrooms by number
of persons for Public and Indian Housing. Exhibit 19 shows the pattern for Section 236 and for
Section & New Construction, Substantial Rehabilitation, and Loan Management units. The shaded
cells in these exhibits generally indicate incorrect unit assignments, although some households
included in these cells may have special circumstances.

The data indicates that 10 percent of all households occupied a unit with too many or too few
bedrooms, according to HUD occupancy standards. The most common error is for a one-person
household to reside in a two-bedroom unit. Approximately 12 percent of all Public and Indian
Housing tenants were over- or under-housed. Of these, 75 percent were over-housed.
Approximately 6 percent of tenants with Section 8 and Section 236 project-based assistance were
over- or under-housed. Of these, 72 percent were over-housed.

HUD staff have indicated that patterns of over- and underoccupancy have been found in their
examination of housing from program data recently available. Such patterns do not appear to be due

to changes in household size. Some program sponsors have consistent patterns of over- and
underoccupancy.

Exhibit 16
Percent of Households in Units with The Correct Num_Per of Bedrooms
Public and Indian Owner

Number of Bedrooms Housm Administered Total
0 97% 97% 96%

1 99% 99% 99%

2 76% 85% 81%

3 B5% 82% 85%

4 67% 90% 88%

5 0% 100% 72%

All Units 88% 94% 90%
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Exhibit 17
Frequency of Cases for All Households (including Sec. 8 Existing)
By Number of Bedrooms and Number of Household Members
(in thousands)

Number of Household Members

Number of
Bedrooms

1

2

3

4

5

Exhibit 17a
Frequency of Cases for All Except Sec. 8 Existing Households
By Number of Bedrooms and Number of Household Members
{(in thousands)
Number of " Number of Household Members
Bedrooms
a4 7

1

2

3

4

5
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Exhibit 18
Frequency of Cases for Public and Indian Housing by
Number of Bedrooms by Number of Household Members

(in thousands) -
Number of Household Members “
Number of
2 3 4 5 6 7 8 9
0
i
2
3
4
5
Exhibit 19
Frequency of Cases for Section 8 Project-based and Section 236 by
Number of Bedrooms by Number of Household Members
{in thousands) _
Number of Household Members
Number ot
L_Hedrooms
0
1
2 163 120
3
4
5
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V. Recommendations

A Quality Control Review Issues

Conducting a study to produce national estimates of the errors occurring in the rent subsidy
certification and recertification process is a major undertaking and requires the completion of many
tasks. The following major tasks are part of this process:

. Establishing a uniform set of standards to follow when determining error.
. Constructing the sampling frame.

. Selecting the sample from which data should be collected.

. Obtaining project identification information from HUD field offices.

. Identifying the sources of information from whom data should be collected.
. Establishing the time period for data collection.

. Designing the data collection instruments.

. Hiring and training data collectors.

. Collecting the data.

. Editing the data.

. Constructing the analysis file.

. Calculating the QC (i.e., the correct) rent.

. Determining the error.

The Quality Control for Rental Assistance Subsidies Study conducted by Macro and the Assisted
Housing Quality Control Study conducted by KRA were funded by HUD to obtain national estimates
of error. While most financial assistance programs, such as AFDC, Food Stamps, and Medicaid, have
been conducting quality control reviews of their programs for years, HUD is in the preliminary stages
of developing a quality control system. Conducting a quality control review for HUD programs is
more difficult than conducting reviews for other programs for two major reasons. First, most public
welfare programs are administered at the State level. Quality control reviews are conducted by the
State to identify the error rate, and Federal re-reviews are conducted to verify this error rate.

Because HUD programs are not administered at the State level and there are hundreds of PHAs and
owners
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responsible for mplementing the (re)certification process, no central or local organizations/agencies
exist that could easily conduct quality control reviews. Therefore, the entire quality control process
must be conducted at the Federal level.

Secondly, HUD housing subsidies are funded through many different sections of the Federal
regulations, each of which has different rules regulating the (re)certification process and rent
determination. Conducting quality control reviews for HUD programs therefore requires reviewers
who are familiar with several sets of eligibility requirements, policy exceptions, and options. On the
other hand, financial assistance programs outside of HUD usually follow one set of basic rules. While
options are allowed under these prograrms, they almost always have an impact on the entire State.
State quality control reviewers need to be familiar with only one set of requirements.

In addition to these basic issues that will affect all HUD quality control reviews, there were many

project-specific issues that had an impact on the QC study conducted by KRA/Macro. The major ones
are discussed below.

B. KRA/Macro Study Issues

The study conducted by Macro took considerably longer and cost considerably more than
anticipated.'” There are two major ways to significantly reduce the costs associated with a similar
study. First, KRA recommends using the program regulations and standards compiled by Macro and
the project sampling frame created for the Macro data collection. Relatively minor updating would
be necessary to account for any changes in the regulations or new or terminated projects. Second,
eliminating the delays encountered in the Macro study process would significantly reduce costs.
Extremely long delays occurred in getting HUD approval for the survey design and instruments. The
Macro study, scheduled to be a 2-1/2 year study (which was a reasonable timetable), lasted 6 years,
from October 1987 through the summer of 1993 and did not include the analysis. Delays of this
magnitude cause significant increases in cost. HUD's timely response to contract deliverables and
decisions concerning sample size will reduce costs significantly.

In addition, the Macro statement of work included objectives that were not critical to determining
the national estimate of error in rent. The primary objective of the KRA/Macro studies was to
provide HUD with nationally representative information about the extent, severity, cost, and sources
of errors associated with the (re)certification and rent calculation process applicable to HUD-assisted
renter households. However, the Macro statement of work also required identifying project
characteristics related to error rate and determining the effect of potential changes in HUD
regulations on the amount of tenant rent. These additional objectives required collecting detailed
information on a large number of data items for more than one period of time. This required that data
collectors be knowledgeable about a large number of HUD regulations to determine whether they had
collected all the pertinent information required to meet all study objectives.

"It should be noted that of the $4.3 million cost of the Macro contract (HC-15170), $1.3 million was spent on a quality
control-related, but not survey-related, task. This amount would not be incurred in a followup study.
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The hiring and training of data collectors was also complicated by the scope of the study. Collecting
data for quality control requires staff experienced in both data collection procedures and program (in
this case HUD) requirements. Most quality control reviewers for the major financial assistance
programs (AFDC, Food Stamps, and Medicaid) are full-time staff who have previous program
experience. As a one-time effort, the HUD quality control study required temporary contractor staff

who had to be trained in HUD policies and procedures, as well as the data collection methodology
used for a quality control review.'®

C. Required Components of a Follow-up Study

As noted above, there are many components of a quality control study. These components may be
designed differently to achieve the objectives of the study. However, there are two basic
requirements of any quality control study that must be included in the study design. First, the data
collected must show the amount of rent the tenant is actually paying. This is the amount calculated
using the standard HUD formula, without any adjustments for prior over- or underpayments, fines,

maintenance fees, and the like. This information is only available from project files. Therefore, a file
review Is required.

Second, the data collected must include all elements necessary to calculate the amount of rent the
tenant should be paying. For the HUD formula, this includes income, certain expense items for

certain households, age of household members, and several other household characteristics. There
are three sources of these data, as follows:

. Project files—These data are available from project files if the (re)certification
has been conducted correctly and if all relevant information is maintained in
the file. Relevant information includes all sources of income and expenses and
timely verification of these amounts.

. Household interview—Because many project files are not complete or the
project did not collect all the required information during (re)certification, a
household interview is needed to increase the likelihood of obtaining all relevant
information.

. Third-party verification—The accuracy of the data, whether obtained from
the project files or the tenant, must be verified by the source (e.g., employers,
hospitals, the Social Security administration). This verification may be found
in the project files or obtained during the household interview. However,
obtaining verification directly from the third-party source is preferred (and is the
procedure used by other Federal assistance programs). A release form signed
by the tenant is needed to obtain the verification; therefore, an in-person contact
with the tenant is required.

' The 60 data collectors for the first sady were carefully screened (three references were contacted for each
applicant) and were provided with extensive training (30 individuals in each of two 60-hour training sessions). However,

even careful screening and extensive training did not ensure that all data collectors understood all of the issues and
procedures involved in the data collection.
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Exhibit 20 summarizes the sources of the data needed to meet the requirements of a quality control
study. The issues associated with collecting the required data are discussed below.

Exhibit 20
Data Collection Sources

Type of Information Project Tenant 3rd Party

Rent and Rent Components

Actual Rent paid by household

Income/expense items used by project to X

calculate rent

Act__t_JaI sources of income/expenses X X
Verification

items verified by project X

tems ~~pm__g__ﬂerifietzi by project - X

Rent Amount. The amount of rent the tenant is required to pay (ignoring adjustments for previous
late payments, fees, etc.) must be collected from the project because this is the only source of this
information. These data can be collected from the 50058/50059 or the rent roll if necessary.
(However, it is not clear from data from the current study what the rent roll amount represents (i.e.,
does it include amounts to make up for previous unpaid rent, fines, or damages, etc.?).

Income/Expense Items Used by Projects To Calculate Rent. To conduct analysis of what income
or expense items caused errors in the rent amount, all income and expense data used in the

50058/5009 calculation must also be collected. The project files are the only source of this
information.

Sources of Income/Expenses. The sources of income/expenses reported by the tenant can usually
be obtained from the project file. The files (for the most part) contain information on sources of
income and expenses for each household member. However, if project files are relied on to identify
all sources of income/expenses, some sources may be missed. If project staff did not understand the
regulations or did not ask the right questions, the project file may not include all the correct sources
of information. Therefore, an in depth interview with the household is needed to obtain more
complete information about the income and expenses of all household members. Although this is a
labor-intensive activity, an interview with the household is essential to gathering complete information
about all the sources of household income and expenses as well as household composition. In

addition, it is necessary to obtain signed release forms from the tenant to obtain verification from third
parties. ’
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Verification. The project file also contains verification (for at least some of the items) of the
information used in the rent calculation. If this verification is current and complete, it can be used
to validate the amount of the income or expense. On the other hand, if a true validation is needed to
rule out the possibility of incorrect or inadequate verification, all sources of income and expenses

should be verified by a third-party source. At a minimum, income and expenses not verified by the
project staff must be verified by a third party.

Verification could also be requested from sources other than those from which the tenant claims they
have income to determine other possible sources of income. For example, if a family with children
has little or no income, the social services office would be contacted to determine if the household
was receiving AFDC. This is known as verifying negative allegations, and is part of the quality
control process for financial assistance programs such as AFDC and Medicaid." The statement of
work for the KRA/Macro studies stipulated that the quality control procedures not go beyond those
prescribed in HUD regulations. Therefore, no negative allegations were verified during the quality
control process. In other financial assistance programs, while verifying negative allegations is not
required for the eligibility process, it is a part of the quality control process.

Verification can be collected from third parties through the mail or it can be collected in person. In
either case, signed release forms are needed from the tenant. The advantage to collecting verification
in person is that it reduces the amount of time needed to make. follow-up requests for verification that
is not provided. In a previous Medicaid quality control study of Medicare conducted by KRA staff
for the Health Care Financing Administration, verification was obtained in person by the data
collectors from third parties for both positive and negative allegations.

Thought should also be given to using automated sources to verify income. Most States have
automated systems for social services and wage and unemployment information. In addition,
information on benefits administered at the Federal level, such as Social Security, is available via
computer terminal or data tape. If access to this data file could be made available, all verification of
these benefits could be made at the central office, significantly reducing costs and increasing the
number of verified data.

D. Consequences of Not Including the Above Procedures

All three sources of information discussed above must be included in a quality control study. The
consequences of including only some of the above procedures are summarized as follows:

. Project files—The Actual Rent being paid by the household is only available from
the project files. Without a file review, the Actual Rent cannot be obtatned, nor can
certain types of errors, such as calculation errors, be identified.

19’l“ypicenl]y, sources of income that are checked for negative allegations are local banks and agencies administering

programs that appear relevant to a low-income household's situation, such as AFDC for families with children, SSI for
elderly households, etc.
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. Household interview—Eliminating the household interview would result in the
following:

- No opportunity to identify sources of income or expenses or household
characteristics not previously reported by the tenant.

- No opportunity to obtain release forms needed to conduct verifications:
therefore, no verifications would be available except those included in the

project file.

. Third-party verification—In the absence of verification, there is no way to ensure
that the information found in the project files or reported during a tenant interview
is accurate.

E. Limitations of Data Sources

Although we recommend that data be collected from the three sources listed above, even the use of
all these sources will not guarantee that the data are complete and accurate. The limitations of each
data source are discussed below.

Project File Data. Project files differed significantly as to completeness of information. To
determine the amount of rent, many projects use a worksheet that includes more detail than the
50058/50059 forms on each of the components used in the calculation. However, there is no
standard HUD worksheet nor do all projects keep these worksheets (if they use them at all) in the
files. (The new 50058 form may decrease the problem of incomplete file data because it contains
significantly more information than the previous version.) File data may or may not provide sufficient
information to determine how the rent was calculated or where an error occurred.

Household Interview. The interview with the household will provide additional sources of income
and expenses if the project did not conduct the (re)certification interview correctly (i.e., did not
request all the required information) and the tenant did not intentionally withhold information.
Regardless of assurances to the tenant that the information provided to a data collector is confidential
and that no harm will come to the tenant, it is unrealistic to think that a tenant intentionally
withholding information from project staff would take a chance and give such information to a data
collector. Further, in a real quality control program, the quality control reviewer could not offer such

promises of confidentiality since that would defeat the quality control purpose of correcting incorrect
rents.

Verification From Third Parties. Third-party verification data is probably the most accurate of the
data collected from the three sources. However, the Macro study found that some of the third parties
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did not provide information for the time period requested or the information was not complete.”
Obtaining complete verification from third parties requires considerable followup. However,
obtaining verifications from central databases for income sources such as Social Security and AFDC
would decrease costs considerably.

F. Other Study Components

A comprehensive set of all HUD regulations that have an impact on the rent calculation is needed to
assure that the correct data are collected and the QC Rent is calculated correctly. The standards used

to identify errors have been completed,” but will need to be updated to reflect changes in HUD
requirements.

A sampling frame of all PHA- and owner-administered projects was created for the KRA/Macro
study. After updating the list of projects, this sampling frame can be used to select a nationally
representative sample of cases. However, sampling at the project level is an issue that will need to
be addressed if a followup quality control study is conducted. Two options for sampling tenants at
the project level are: (1) to select a random sample of all subsidized tenants, or (2) to select a sample
of all tenants who were scheduled for recertification in a given month. The advantage to the second
option is that the data collection would be simplified by the fact that all data are collected for the
same period of time. This would be a current period, so the tenant could more easily recall their
situation. However, because some projects conduct all their certifications in the same month, there
may not be any recertifications scheduled during the sample month at some projects.

Directly related to selecting the sample is the issue of what point(s) in time the data should be
collected. The KRA/Macro study collected data (for most cases) for two points in time—the
(re)certification month and the current month. This approach provided data that not only identified
errors in the (re)certification process, but also reflected errors that result from unreported changes
in the tenant situation occurring subsequent to the (re)certification. While collecting data for two
points in time provides information about errors made at (re)certification and those due to subsequent
changes in household circumstances, it also makes the data collection more complicated. If data
collectors collect data only for the (re)certification month, they only need to understand the
regulations related to the actual (re)certification. If they also collect data for the current month, they
must be familiar with the regulations regarding interim changes.

Annther issue that will have an impact on both the sample and the points in time for which data are
collected is whether the quality control study is expected to be a one-time-only data collection or an
ongoing process. If the study is a one-time-only effort, there is a tendency to collect as much data
as possible. However, this means that the data collectors (generally people experienced in data
collection, but not in HUD regulations) must be thoroughly trained in all HUD regulations as well
as data collection practices unique to a quality control review.

21)In one case, two verifications were received for the same household from the same bank (the follow-up request
crossed in the mail with the return of the first verification). The amounts reported for the same household and same time

period were considerably different. Although this was only one case, it does suggest that verifications may not be completely
accurate.

'See HUD Standards Jor Determining Error, an unpublished Macro report to HUD dated May 7, 1992.
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On the other hand, if the quality control process is expected to be an ongoing study, it would be
possible to design a study that collected data for different periods of time for different stages of the
study. For example, the first stage of the study would only collect data for the (re)certification
month. Four to six months later, followup data would be collected for the same sample (or a
subsample) of cases. (A followup study might only include households that could be expected to
have changed circumstances. For example, elderly household on fixed incomes might be excluded
from the followup study.) These data would reflect errors that occur because of interim changes in
the tenant's household situation. This approach provides for the collection of data for all types of
errors, but at the same time allows the data collector to concentrate on one period of time. An
ongoing study would also mean that the research staff would be employed for longer periods of time,
resulting in more experienced data collectors.

G. Summary of Recommendations

In retrospect, this first quality control study was overly ambitious. It included too many objectives,
too many HUD programs, and too many time periods for which data were required. Suggestions for
simplifying the design are presented below. These recommendations assume that the survey would
use experienced data collectors, but that these individuals would not be fully knowledgeable about
HUD assisted housing regulations. (The cost of using only fully knowledgeable individuals is likely
to be unacceptably costly and time-consumming.)

Limit Objectives to Determining the National Estimate of Rent Error and Sources of Error.
Because different data are required to assess requirements such as eligibility at time of
certification and number of bedrooms, we recommend excluding these determinations and

concentrating on collecting only the data needed to determine the error rate in rent and the
major sources of error.

Assess Error for One Point in Time. The collection of data for the month of recertification and the
“current month” (which had to be determined for each household) added significantly to the
complexity of the data collection (and the analysis). We recommend that the recertification
month be the focus of the study because all programs require annual recertifications (and only
some programs require interim reporting of income changes). We recognize that this would
exclude analysis of error resulting from tenants not reporting changes in income or other
circumstances (or PHAs/owners not acting on such reports). However, we believe that the
advantage of more accurate data collected for one time period outweighs the loss of data.

Limit Each Study to Fewer HUD Programs. Data were collected for nine different HUD
programs, many of which have special rules that need to be understood in order to collect the
correct data. Separating the data collection so that data are collected only from PHA-
administered or owner-administered programs will decrease the amount of knowledge the
data collector needs to have about HUD policies and forms. Of greatest importance is the
fact that the data collector will only need to be familiar with the 50058 or 50059 form.
Training would be targeted toward the specific form, giving the data collector a much better
understanding of each of the elements of the form.
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Recognize the Problems in Obtaining Project Information From HUD Field Offices.
Information received from HUD Central, Regional, and Field offices identifying project
names, addresses, and contact people had many errors. Response from Regional and Field
Offices was slow, requiring numerous callbacks. Some projects had not been identified by
the time data collectors had been trained and were ready to begin fieldwork. A minimum of
two to three months is required for this task.

Include Tenant Interviews. The tenant interview is essential to identifying all the sources of
income/expenses for the tenant's household. One of the major reasons for errors in the rent
payment appears to be that the project staff did not ask the correct questions or collect the
correct information. In addition, in-person contacts are required with tenants so they can sign
release forms for obtaining verification. The length of the tenant interview could be shorted
substantially by putting less emphasis on the details of each income or expense type, and more
emphasis on identifying the specific sources of income and/or expenses and how to obtain
verification of this information. However, decreasing the length of the interview will have
relatively little impact on costs since preliminary contacts with the tenant account for a
significant portion of the time allocated to the tenant interview.

Obtain Verification. Obtaining accurate verification of each income and expense type is essential
in determining whether the rent was calculated correctly by the project staff. The major
emphasis of the data collection process should be placed on obtaining the appropriate
verification. A/l sources of income and expenses should be verified. On the other hand, less

emphasis should be placed on verifying ages for persons who are obviously over 62 or under
18.

Recommendations for Additional Activities. In addition to determining if the tenants' share of the
rent was calculated correctly, a quality control study might also collect information on the
amount of the subsidy claimed by the PHA/owner. It would be useful to have nationally
representative data that indicate whether the rent charged the tenant is the same as the rent
used as the basis for claiming subsidies from HUD.

A follow-up quality control study requires completing each of the tasks identified in the
beginning of this section. If the basic study design used for the work done in this report remains
unchanged, if the data needed to update the sample frame are readily available, and if OMB clearance
is obtained within the normal 3-month period, a followup study could be completed in 18 months to
2 years. Subsequent followup studies that use the same data collection instruments and the same data
collectors could be completed in 9 months to 1 year.
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Definitions
Actual TTP—from the 50058/50059 or rent roll if no 50058/50059 was available
Administration Type—PHA or Owner
Aggregate Error—the difference between the actual rental payment and the QC rental payment
Case Type—certification, recertification, and overdue recertification

Current Month—the month 2 months preceding the date in which the data collection process for
any given household was initiated

Error Rate—the sum of the dollar amount of Gross rent error divided by the sum of the dollar
amount of the QC Rent.

Net Rent Error—the arithmetic sum of over- and underpayments
Gross Rent Error—the sum of the absolute values of under- and overpayments
Largest Dollar Error—the annual dollar amount of error in the component with the largest error

Overpayment-—results when the tenant paid more than he/she should have paid; HUD's contribution
was less than it should have been

Payment Type—underpayment, proper payment, and overpayment

Program Type—Public Housing, Section 8 Certificates, Section 8 Vouchers, Section 8 Moderate
Rehabilitation, Section 8 Substantial Rehabilitation’ and New Construction, Section 8 Loan
Management and Property Disposition, and Section 236

Quality Control (QC) Total Tenant Payment (TTP)—calculated by KRA using the Household
Questionnaire and verification data

Recertification Month—the month in which the project manager (or other authorized staff member)
and the tenant signed the 50058/50059 form

Rent Component—the five sources of income (earned, pensions, public assistance, other income,
and assets) and the five types of deductions (medical, child care, handicapped, dependent allowance,
and elderly allowance)

Rent Error—the difference between the monthly Actual TTP and the monthly QC TTP

Total Dollars in Error—the absolute sum of the amounts of all annualized individual income and
expense errors

Underpayment—results when the tenant paid less than he/she should have paid; HUD's contribution
was higher than it should have been
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Appendix A

Rules for Matching Verification With Income
and Expense ltem

The Date Rule
. Recertification Month
- V-Form verifications must be within 3 months of the recertification month.
- Release form verifications must be current or earlier than the recertification

month. If there was more than one release form verification of the same

income or expense source, the one closest to the recertification month was
used.

. Current Month

- V-Form verifications must be within 3 months of the current month and not

used to verify recertification month (i.e., at least 3 months after recertification
month).

- Release form verifications must be between recertification month and current
month. If there was more than one release form verification of the same type,
the one closest to the current month was used.

Matching Procedures
. Recertification Month
STEP I: Verification and household questionnaire income values were matched on

household member number, and type. For households with multiple assets and/or
expenses, the values were aggregated and matched on household member number and

type.
MATCH STATUS
1. Verification amount equals the household questionnaire amount.
2. Verification amount does not equal the household questionnaire

amount. When there was more than one verification for the same type
of income or expense, the verification used was the verification closest
to the household questionnaire value.
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STEP II: Verifications and household values are matched on household member
number only.

MATCH STATUS
3. Verification amount equals the household questionnaire amount.
4. Verification amount does not equal the household questionnaire

amount. When there was more than one verification for the same type
of income or expense, the verification used was the verification closest
to the household questionnaire value.

STEP III: Verifications that satisfied the date rule but were not used in Steps I and
Il above are added to the QC database if the household questionnaire did not include
the specific type of income or expense. The values from all V Forms or Release
Forms were added. If both a V Form and a Release Form were present, the V Form
value was used.

STEP IV: If the household questionnaire data were not verified, the unverified
household questionnaire data were used.

Current Month

Before steps | through IV above, the following initial step occurs (only for the current
month): If the dollar figure on the household questionnaire was the same for the
current month as for the recertification month and the recertification month data were
verified, the current month data were marked as verified with the same match status.

STEP I through STEP IV: Same as for recertification month, using verifications
satisfying the current month date rule.
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Appendix B

Weighting Procedures

This appendix describes the procedures followed in weighting the sample data. The weighting
procedures are described in detail in a Weighting Plan, an unpublished KR A/Macro report to HUD
dated November 21, 1994.

Study Population

The universe from which the sample was selected consisted of all housing units in HUD projects in
the coterminous United States, Alaska, and Hawaii included in the following programs:

. Public Housing Authority (PHA) administered projects:

L]

Conventional Public Housing
- Turnkey Il Home ownership
- Section 8 Moderate Rehabilitation, Certificates, and Vouchers

° Owner Administered (owner):

Section 236

Section 8 New Construction/Substantial Rehabilitation

Section 8 Loan Management/Property Disposition

- Section 8 projects under development that were operational by the study
period

Primary Sampling Unit (PSU) Weights

Each PSU was sampled with probabilities proportional to size, using a size measure that was the
average of the proportion of tenants in PHA-administered projects in the region, and the
corresponding proportion for multifamily projects. This average was then multiplied by the number
of PSUs allocated to the region and its inverse was used as the PSU weight. Note that this could be
a number smaller than 1.00 if the PSU was selected more than once.

Project Weights

Replacements were treated just like initially selected projects. The initial weight is equivalent to the
total number of tenants in that side of the PSU (owner or PHA) times 1/n where n is the number of
projects sampled from that side, divided by the number of tenants listed in the project. Thus if there
were 2,000 tenants in a PSU, and 2 owner-administered projects sampled, and a project had 50
tenants in the frame list, then the weight would be (2,000/2)/50=20.
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The project weight was then multiplied by the PSU weight times two, to account for the fact that only
half the PSUs were actually used.

Following this process, the ASTEC' weights were adjusted to account for the possibility of selecting
a project from both the main and the supplementary sample. It would have been difficult to calculate
the probability of selection of projects in the supplementary sample had they been selected in the main
sample and vice versa. Instead, advantage was taken of the fact that the project weight times the
listed number of tenants should yield approximately the same number, particularly within region. An
average was obtained for this number for each sample, and it was divided by the listed size of each
project to obtain the presumed weight from the other sample. Since the two samples were drawn
independently, the formula for the joint probability was used, and a new project weight that included
both the main sample and the supplementary ASTEC probabilities of selection was calculated.

The addition of these weights did not, as expected, add up to the total population in the list. There
were three factors:

1) The size measures were a composite of the two sides.

2) An odd number of PSUs was sampled in each region, but the adjustment was made to the
nation, by multiplying by 2.0.

3) Some projects were dropped due to a problem with the data collection.

Thus the sum of weights times the listed number of tenants was, as expected, less than the total frame
sample size. An adjustment was made multiplying each weight by the ratio of the sum of the
weighted number of tenants from the sample, to the total number of tenants from the frame.

Finally, an adjustment was made for the number of out-of-scope (closed or too small) projects in the
sample. This adjustment, like all the others, was made at the national level. The net result is that
totals at the regional level should not be obtained, even if the region has a large number of tenants.

The total number of tenants per region will not be accurate, particularly when an odd number of PSUs
was selected.

Tenant Weights

As mentioned, the project weight times the number of tenants listed should be a constant within
stratum, within most PSUs, except for projects selected more than once or for ASTEC projects. But
to get the tenant weights, we need to multiply by the number of tenants listed, divided by the number
of tenants sampled. Thus weights will vary most when fewer than seven tenants were sampled (or
fewer than 14 if the project was sampled twice) or when the actual number of tenants was different
than the number listed in the frame.

‘A supplementary sample of projects in HUD Region III that participate in the Automated System for Tenant
Eligibility Centification (ASTEC) was selected for an intended separate analysis. These projects were included in the
general analysis, but no separate analysis was performed.
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Appendix E
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Appendix D

Analysis Tables
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Appendix F

Case Studies

Category 1- Cases where the sponsor determined income is less than $1,000.

Two percent of all cases fell in this category. A random sample of five cases was drawn. Case

studies are presented below.
Case Study 1

Family Composition:

HUD Program and Location:

Sources and Amounts of Income:

Case Study 2
Family Composition:
HUD Program and Location:

Sources and Amounts of Income:

3 persons -- 1 adult female with 2 children

Section 8 Certificate; Ohio

The household received AFDC benefits of $81 per month,
and Unemployment benefits of $128 bi-weekly, for a gross
annual income of $4,300. The 50058 for the Recertification
month showed no income. However, an interim, which
indicates the correct income, was conducted four months after
the Recertification month. No asset income was reported by
the household.

2 persons - 1 adult female with 1 child

Section 8 Loan Management/Property Disposition; Missouri

The household received AFDC providing a gross annual
income of .2,808. The 50059 for the Recertification month
showed no income. However, an interim, which indicates the
correct income, was conducted three months after the
Recertification month. The only asset reported by the
household was a savings account with $20.
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Case Study 3
Family Composition:

HUD Program and Location:

Sources and Amounts of Income:

Case Study 4
Family Composition:
HUD Program and Location:

Sources and Amounts of Income:

Case Study 5
Family Composition:
HUD Program and Location:

Sources and Amounts of Income:

3 persons - husband, wife and new born child

Section 8 New Construction/Substantial Rehabilitation;
Virginia

The adult male was working, earning $9,360 annually. There
is no explanation as to why the 50059 indicates no income.
No assets are reported by this household.

5 persons - 1 adult female with 4 minor children
Section 8 Loan Management/Property Disposition; Missouri

The adult female was working in the Recertification month.
Her earnings totaled $15,600 annually. She stopped working
soon after the Recertification month, and began receiving
AFDC. The 50059 shows no income, and no interims were
completed. No asset income was reported by the household.

5 persons-- two adult females and 3 children
Public Housing; New York

The head vi ihe household (the grandmother) was working,
earning an annual income of $26,060. The household was
also receiving AFDC benefits of $576 per month. The total
gross annual income is $32,972. The 50058 shows no
income, but a Total Tenant Payment (TTP) higher than the
QC TTP. A note in the file indicates that the household did
not verify the earned income. Therefore, the sponsor charged
the maximum rent possible. No assets were reported by the
household.




Category 2- Cases where the sponsor determined income is between $1,000 and $3,000.

Six percent of the cases fell in this category. In approximately half of these cases, the household’s
only source of income was AFDC. A random sample of five cases was drawn. Case studies are

presented below.

€ dy 1
Family Composition:
HUD Program and Location:

Sources and Amounts of Income:

as 2
Family Composition:
HUD Program and Location:

Sources and Amounts of Income:

2 persons -1 elderly female with 1 minor grandchild

Section 236; New York

The elderly female received Social Security and SSI
providing a gross annual income of $6,336. The 50059 only
showed the SSI income and a gross annual income of $2.880.
However, the Total Tenant Payment (TTP) was within $4 of
the QC TTP which may indicate that the sponsor was aware
of the Social Security income. There is no indication that the
child received AFDC. There were no assets reported.

3 persons -- 1 adult female with 2 minor children
Section 8 New Construction/Substantial Rehabilitation; Texas
The family received AFDC providing a gross annual income

of $2,208. rne sponsor and the QC information agreed. No
assets were reported by the household.
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Case Study 3
Family Composition:

HUD Program and Location:

Sources and Amounts of Income:

Case Study 4
Family Composition:

HUD Program and Location:

Sources and Amounts of Income:

Case Study §

Family Composition:

HUD Program and Location:

Sources and Amounts of Income:

3 persons -- 1 adult female with 2 minor grandchildren
Section 8 Certificate; Minnesota

The household received AFDC providing an annual income
of $5,244. In addition, they received $50 per month child
support. The total gross income according to the QC review
was $5,844. The sponsor only counted AFDC benefits of
$2,436 annually. The discrepancy occurred because when the
second grandchild moved into the home the AFDC benefit
increased. The sponsor was not aware of this increase until
after the Recertification month. No assets were reported by
the household.

3 persons -- 1 adult female with 2 minor children

Section 8 New Construction/Substantial Rehabilitation;
Mississippi

The house received AFDC providing a gross annual income
0f $1,440. The sponsor and the QC information agreed. No
asset income was reported by the household.

5 persons -- i adult female with 1 adult child and 3 minor
children

Section 8 Certificate; Alabama
The household received AFDC providing a gross annual

income of $2,016. The sponsor and the QC information
agree. No asset income was reported by the household.
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Category 3- Cases where the sponsor and the QC rents vary by more than $50.

Eighteen percent of the cases fell in this category. A random sample of 10 cases was drawn. Case

studies are presented below.

Case Study |
Family Composition:

HUD Program and Location:

Sources and Amounts of Income:

Case Study 2

Family Composition:

HUD Program and Location:

Sources and Amounts of Income:

1 persons --1 non-elderly adult

Section 8 - New Construction/Substantial Rehabilitation:
New York

The household member’s only source of income was
Worker’s Compensation. The QC review indicated a gross
annual income of $3,250. The 50059 showed a gross annual
income of $6,500. Apparently the amount of the Worker’s
Compensation benefit was reduced and the sponsor either was
not aware of this change or did not complete an interim
change. No assets were reported by the household.

5 persons -- husband, wife, 2 minor children, and an 18 year
old daughter

Section 8 New Construction/Substantial Rehabilitation; New
York

The housenoid’s only source of income was AFDC. The QC
review indicated an gross annual income of $8,016. The
50059 showed a gross annual income of $9,608. The
discrepancy appears to be the difference between the AFDC
benefit for a family of 5 an the AFDC benefit for a family of
4. The oldest child turned 18 three months prior to the
Recertification month. No assets were reported by the
household.
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Case Study 3
Family Composition:
HUD Program and Location:

Sources and Amounts of Income:

Case Study 4
Family Composition:
HUD Program and Location:

Sources and Amounts of Income:

3 persons -- 1 adult and 2 minor children

Section 8 Certificate; Ohio

The household had two sources of income, earnings and child
support. The sponsor and the QC review agreed on the
amount of child support, $4,628 per year. The discrepancy in
this case was the amount of earnings. The QC review
indicated that the tenant was eaming $4,586 in the
Recertification month. The 50059 for the Recertification
month indicated the household had earnings of $9,048.
However, an interim 50059 effective four months after the
Recertification month reflecting the lower earned income was
also in the file. It appears that either the sponsor was not
aware of a change in the number of hours the tenant worked
or they did not act promptly on the change. The reduction in

the hours worked also had an impact on the amount of child
care paid.

1 person -- 1 elderly adult

Public Housing; Alabama

The only source of income was Social Security benefits
providing a gross annual income of $7,344. The QC review
agreed witn the 50058. The major difference in this case was
the amount of the medical expense allowance. The 50058
indicated that total medical expenses were $777. This
included prescription drugs, doctors expenses, and the
Medicare premium. The total amount of medical expenses
according to the QC review was $3,113 with the majority of
this expense being prescription drugs. No asset income was
reported by the household.
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Case Study 5
Family Composition:
HUD Program and Location:

Sources and Amounts of Income:

Case Study 6
Family Composition:

HUD Program and Location:

Sources and Amounts of Income:

4 persons -- 1 adult, three minor children
Section 8 Certificate; New Hampshire

The household received AFDC providing an annual income
of $6,192. The sponsor and the QC information agreed on
this source of income. In addition, the QC review indicated
contributions of clothing and other items valued at $2,400 per
year. There was no indication of these contributions in the
file. No assets were reported by the household.

4 persons --1 adult with 3 minor children

Section 8 Loan Management/Property Disposition; North
Carolina

The household received AFDC providing an annual income
of $2,364. The sponsor and the QC review agree on this
income. In addition, the QC review indicates that the head of
the household is working, eaming an annual salary of $3,360.
The 50059 did not reflect this income. No assets were
reported by the household.




Case Study 7
Family Composition:
HUD Program and Location:

Sources and Amounts of Income:

Case Study 8
Family Composition:

HUD Program and Location:

Sources and Amounts of Income:

2 persons -- 1 elderly adult, 1 non-elderly adult
Section 8 New Construction/Substantial Rehabilitation; Ohio

The elderly household member received Social Security
income providing an annual income of $7,332. The sponsor
and the QC review agree on this income. In addition, the
other adult had earned income. According to the QC review,
the amount of the earned income is $7,735 per year. The
50059 reflects $3,000 in income. There is no explanation as
to why the 50059 income is less than the QC income. The
household also has a checking account with a balance of $35,
and a savings account with a balance of $81.

3 persons -- 1 adult with 2 minor children

Section 8 Loan Management/Property Disposition:
Massachusetts

The household received AFDC providing an annual income
of $6,468. The sponsor and the QC review agreed on this
income. The QC review also identified General Assistance
income in the amount of $2,124 per year, and contributions
for food in the amount of $300 per year. The gross annual
income according to the QC review was $8,892, while the
50059 reflected a gross annual income of $6,468. No asset
income was reported by the household.
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Case Study 9
Family Composition:

HUD Program and Location:

Sources and Amounts of Income:

Case Study 10
Family Composition:
HUD Program and Location:

Sources and Amounts of Income:

3 persons -- 1 adult with 2 minor children

Section 8 New Construction/Substantial Rehabilitation;
California

The household had two sources of income, earnings and child
support. The sponsor and the QC review agreed on the
amount of the child support income, $3,600. The major
difference in this case was the amount of the earned income.
The 50058 indicated an annual earned income of $10,842.
The QC review indicated an annual earned income of
$14,560. The difference appears to be because the tenant
changed jobs. It is not clear whether this was reported to the
sponsor or whether the sponsor failed to take action on the
information. The household reported a checking account
balance of $1,300 with no interest income.

2 persons -- 1 adult with 1 minor child
Section 8 New Construction/Substantial Rehabilitation; Ohio

The household has earned income in the amount of $7,228
annual. The sponsor and the QC information agreed on this
source of income. In addition, the QC review indicated child
support income in the amount of $2,600 annually. There was
no indicauun of this income in the file. The household
reported a credit union account with a zero balance.
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Appendix G

Consistency Errors

50058

ITEM

ERROR

General Information:

Ja. Project No.

Should be blank if item 14a (Section 8 type) = 1-3

Public Housing Only)
|| Section 8 Information:

8. HAP Contract Sequence Number

Should not be blank if tem 14a (Section 8 Type = 2 (Mod
Hehab); otherwise it should be blank

9. Assistance Status

Should be blank if tem 14a (Section 8 Type) is blank; should
be 1, 2, or 3 if Item 2 (Transaction Type) = 1 (Admission);
should be 4 or 5 if Item 2 = 2 (Reexamination)

10. Housing Assistance Payments

Should not be blank if ltem 14a (Section 8 Type) is blank

11. Gross Rent

Should not be blank if ltem 14a (Section 8 Type) is blank

12. Certificate/Voucher Size

Should not be blank if ltem 14a (Section 8 Type) = 1 or 3;
otherwise it should be blank

13. Applicable Hag Voucher Payment
Standard

Should not be blank if item 14a (Section 8 Type) = 1 or 3;
otherwise it should be blank

14b. Section 8 Housing Type

Should = 1 if Item 14a (Section 8 Type) = 1, 2, or 3; otherwise
it should be blank

14c. Rental Rehabilitation

Should = 0 if ltem 14a (Section 8 Type) = 2; should be blank
it tem 14a is blank

14d. Project Self-Sufficiency

Should be blank if tem 14a (Section 8 Type) is blank

Family:

21b. First Preference Given

Should be greater than 1 if item 21a (no preference) is not
equal to 1

21b. Second Préference Given

Should be greater than 1 if ltem 21a (no preference) is not
equal to 1

21b. Third Preference Given

Should be greater than 1 it ltem 21a (no preference) is not
equal to 1

21b. Fourth Preference Given

Should be greater than 1 if ltem 21a (no preference) is not
equal to 1

24. Date of Current Recertification

Should be blank if ltem 2 (Transaction Type) = 1 (Admission)

income/Rent:

32. Total Medical _

Should be blank if Item 20 Elderly Status = 0 (non-elderly)




50059

CONSISTENCY ERRORS - cont.

ITEM

ERROR

General Information:

6a. Action Processed - main
action

Should be blank if Item 6b (Action processed - other action) = 2 or 3:
should be 2 if ltem 7a (Type of Subsidy) = 1

8a. Convert to Section 8

Should = 1, 2, or 3 if ltem 7a (Type of Subsidy) = 1 and 7b = yes

8b. Elderly

Should be yes or no if ltem 8a (Date Code) = 1, 2, or 3; otherwise it
should be blank

8c. Continuity

Should be yes or no if ltem 8a (Date Code) = 1, 2, or 3; otherwise it
should be blank

10. Pravious Housing

Should be 1, 2, 3, or 4 if ltem 6a (Action Pracessed) = 1; otherwise it
should be blank

11. Displacement Status

%

Should be 1, 2, 3, or 4 if Item 6a (Action Processed) = 1; otherwise it
should be blank

Household Composition

19. Special Status Code

Should be E if Age > 61; should be F i Age if > 17

Net Family Assets and income

328. Family Member No.

Should not be greater than the total number of members listed in
item 13

28a. Care Code

It the tamily member is greater than 18 years of age, then this cade
should be C, H, CH, HC or blank

32b. Very Low Income Limits

Should be completed if item 7a (Type of Subsidy)= 1; otherwise it
should be blank

33. Eligibility Universe

Should be completed if ltem 7a (Type of Subsidy)= 1; otherwise it
should be blank

34. Tenant's Current Income
Status

Should be completed if ltem 7a = 1; otherwise blank
Should equal very low if ltem 31 (Annual Income) <=32b (Income
Limits); otherwise it should equal low

35a. Receipt of Section 8

Should be yes or no if Item 33 (Eligibility Universe) is post-1981 and
ltem 34 (Tenant's Current Income Status) is lower; otherwise it
should be blank

35b. Exception Code

r——————

Should equal v, cv, aa, eat, edt, eit, ep, or et if [tem 35a {Sec. 8 after
19847) = yes; otherwise it should be blank

Allowances and Adjusted Income

37. Child Care Allowance

Should be completed if any member has a C in ltem 28a (Care
Code), and any member is less than 13 years old

39a. Total Handicapped Expenses

Should be 0 or blank if Item 28a (Care Code) is not equalto H

39b. Handicapped Allowance

Should be <= 39a (Handicap Expenses)
Should be 0 if 38 (3% of Annual Income) is > 39a
Should be 0 or blank if 39a is 0 or blank

40a. Total Medical Expenses

Should be completed if the head or spouse = H or E; otherwise it
should be blank




ITEM

41. Elderly Household Allowance

ERROR

Should be $400 if head of spouse = H or E; otherwise it should be 0
or blank

Family Rent and Subsidy
Information:

47. Woelfare Rent

Should be completed if ltem 7a (Type of Subsidy) = 1 or 3; otherwise
it should be blank

50. Total Tenant Payment

Should be completed if ltem 7a (Type of Subsidy) = 4 or 5; otherwise
it should be blank

51. Tenant Rent

Should be completed if item 7a (Type of Subsidy) = 1, 2 or 3;
otherwise it should be blank

Should equal the maximum of Item 50 (TTP) minus ltem 45 (Utility
Allowance) or 0

“ 52. Utility Reimbursement

Should be blank if Item 45 > item 50

53. Assistance Payment

Should be blank if item 7a (Type of Subsidy) is blank

" 54. % Adjusted Income Charged

Should not be completed if Item 7a (Type of Subsidy) = 5
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