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Memorandum For: Preston A. Pace, Director, Columbus Multifamily Hub, Ohio State
Office

From: Dale L. Chouteau, District Inspector General for Audit, Midwest

Subject: Lutheran Socid Services
Management Agent Operations
Dayton, Ohio

We completed a review of the books and records of Lutheran Socid Services related to the operation
of sx HUD insured projects (Group Homes) it manages. We performed the review at the request of
the former Director of the Multifamily Divison in the Cincinnati Area Office.  The Office was
concerned that Lutheran Socid Services was not calculating tenant rents and Section 8 renta subsidy
amounts correctly. The Cincinnati Office was adso concerned that Lutheran Socid Services was
double dipping by obtaining HUD subsidy and then also recalving reimbursements for the subsidy
amounts from the State of Ohio through Medicaid. The objectives of our review were to determine
whether the tenants participating in Section 8 subsidy programs were eligible and assstance payments
made on their behaf were proper; and if the use of projects funds was in compliance with the
Regulatory and management agreements and other applicable HUD requirements.

We determined that Lutheran Socid Services used projects funds in compliance with the Regulatory
Agreements and other HUD requirements and tenants who received Section 8 subsidies were dligible.
Lutheran Socid Services was dso currently calculating tenant rents properly and recelving proper
subsidy payments. However as of February 28, 1998, the Management Agent owed HUD $12,269
and was paying HUD $100 per month as a result of incorrect tenant rent calculations that occurred
prior to 1995 for residents of Ohio House and Valey House.

The six HUD-insured Group Homes operated by Lutheran Socid Services contain atota of 50 units
and are insured under Section 202 of the Nationd Housing Act. They are organized as non profit
corporations and are operated for the menta ly handicapped/developmentdly disabled. All unitsreceive
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Section 8 rentd subsidy from HUD. Medicaid through the State of Ohio subsidizes the tenants
remaining expenses.

Four of the Group Homes are Purchase of Service facilities where the tenant recelves Supplemental
Security and Socid Security benefits. HUD provides a Section 8 rental subsdy and Medicaid
subsidizes the care of the tenants.

Two of the Group Homes (Ohio House and Valey House) are Medicaid facilities in which tenants
receive only a $30 per month Supplemental Security Income adlowance. The Agent is reimbursed by
Medicaid for the care of the tenants. HUD subsidizes the unit rent and the Agent is reimbursed by
Medicaid for the tenant portion of the rent.

The books and records for Lutheran Socid Services are maintained a 6445 Far Hills Avenue, Dayton,
Ohio.

To achieve our objectives, we interviewed HUD personnd and officids in the Cincinnati Office to
obtain their concerns regarding the projects operations. At the Cincinnati Office, we aso reviewed the
management reviews, physcad ingpection reports, the audited financid datements, and the
correspondence regarding the overpayment of HUD Section 8 subsidy. At the Management Agent's
office, we interviewed the Agent's staff to obtain clarification regarding the methods used for
calculating the rental subsidies and the adlocation of costs to the projects. We reviewed the accuracy of
tenant rent and Section 8 rental subsidy for seven tenants from 1987 to 1997. We aso reviewed the
Medicaid cost report, generd ledger and invoices.

We hdd an exit conference with the Administrator of Lutheran Socid Services on March 12, 1998 to
discuss the results of our review.

Should you or your staff have any questions, please contact me at (312) 353-7832.
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Distribution

Acting Secretary’ s Representative, Midwest District

State Coordinator, Ohio State Office (2)

Assistant General Counsel for the Midwest

Field Controller, Midwest

Director, Field Accounting Division, Midwest

Director, Columbus Multifamily Hub, Ohio State Office (2)

Director, Administrative Service Center 1

Assistant to the Deputy Secretary for Field Management, SDF (Room 7106)

Chief Financial Officer, F (Room 10164) (2)

Deputy Chief Financia Officer for Finance FF (Room 10164) (2)

Acquisitions Librarian, Library, AS (Room 8141)

Director, Participation and Compliance Division, HSLP (Room 9164)

Comptroller/Audit Liaison Officer, HF (Room 5132) (5)

General Counsel, C (Room 10214)

Deputy Secretary (Room 10100)

Assistant Secretary for Congressional and Intergovernmenta Relations, J (Room 101120)

Deputy Assistant Secretary for Public Affairs, W (Room 10220)

Chief of Staff, S (Room 10000)

Counselor to the Secretary, S (Room 10234)

Senior Advisor to the Secretary for Communication Policy, S (Room 10222)

Assistant Secretary for Housing, H (Room 9100)

Assistant to the Secretary for Labor Relations, (Acting), SL (Room 7118)

Director, Housing and Community Development Issue Area, U.S. GAO, 441 G Street,
NW, Room 2474, Washington, DC 20548 (2)

The Honorable John Glenn, Ranking Member, Committee on Governmental Affairs,
United States Senate, Washington, DC 20515-4305

The Honorable Fred Thompson, Chairman, Committee on Governmental Affairs,
United States Senate, Washington, DC 20515-4305

Ms. Cindy Sprunger, Subcommittee on General Oversight and Investigations,
Room 212, O’ Neill House office Building, Washington, DC 20515

Mr. Pete Sessions, Government Reform and Oversight Committee, Congress of the
U.S. House of Representatives, Washington, DC 20510-6250
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