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Via E-mail

February 19, 2004
SUBJECT:
USDA MFH Project Manager Bulletin #33


Verifying MFH Tenant Income 
Multi-Family Housing (MFH) Programs

TO: 
All USDA-Financed Rural Rental Housing & Farm Labor Housing Project Managers


in California

USDA’s Office of Inspector General (OIG) recently completed an audit in another state looking for the MFH tenant income verification process.  OIG has apparently concluded that tenant income verification is a continuing problem that needs close attention.  A national OIG audit on the issue is imminent.  
The realistic, reasonably-defensible projection of tenant income is the basis for both tenant eligibility and subsidy in MFH projects.  It is imperative that management agents do a thorough job documenting tenant income projections.  This should normally consist of at least the following:

1. Educating tenants.  Remind tenants at least annually of the importance of accurately reporting income and of promptly reporting household composition changes and/or significant income changes (i.e., any $480 per year increase; any $240 per year decrease).  Tenants should be advised that failure to do so is a violation of their lease agreement and will lead to penalties up to and including termination of the lease agreement.
2. Independent verifications.  Third-party verification of income sources is required.  In most cases, this should include third-party verification when a tenant claims to no longer have a previously-established income source.
3. Historical comparison.  Compare the prior year’s projection with the upcoming year’s projection.  Significant changes should be satisfactorily documented.  
4. Reasonable scrutiny.  When information provided seems unreasonable or inaccurate, such as significant projected decreases in income or no income whatsoever, this should be investigated and documented.
5. Wage matching.  Wage matching is a tool that may be used when significant uncertainty exists.  California USDA Rural Development has an existing arrangement with the State of California Employment Development Department (EDD) to obtain wage matching data.  On an as-needed basis, management agents who have reason to question the accuracy of reported tenant income may request an EDD wage match via the local USDA servicing office.  
6. Document your conclusion.  The tenant file should contain clear documentation of the basis for arriving at the income projection that will be used.  Clear, reasonable documentation is the key requirement.
7. Proper adjustments.  Properly adjust the resulting projected income to arrive at the adjusted annual income figure used for the tenant.  
8. Internal control.  Management agents should conduct oversight of their employees who do the actual income verifications and projections in order to assure that rigorous procedures are consistently followed.
9. Training.  Provide training for all management agent staff responsible for income verification and adjustment.  (Note:  Management agents with certified, trained site managers receive a management fee premium.)
10. Prompt action against abuse.  Seek recovery from any tenant who improperly receives subsidy.  If the tenant will not agree to repay the unauthorized subsidy, initiate termination of the lease based on this default.

USDA’s triennial supervisory visits include a review of tenant files and tenant income verifications.  Our purpose in completing these reviews is to assist you in obtaining full compliance with the requirements of USDA financing and tenant subsidy.  Our staff looks forward to the opportunity of working with you on this issue of continuing importance.  

If you have any questions, please contact your local USDA Rural Development area office.

JEFFREY D. DEISS

Multi-Family Housing Program Director

cc:  All MFH Coordinators, Rural Development Directors, & Rural Development Managers, USDA, CA






USDA Rural Development is an equal opportunity Lender, Provider and Employer.

Complaints of discrimination should be sent to:

USDA Director, Office of Civil Rights, Washington, D.C.  20250

[image: image1.png]