26. IRS Data 

Purpose and Methodology

1. Who collects the data and for what purpose(s)?  How do they collect the data (from a survey or through program administration)?

These are program administration data. The IRS collects these data from families’ and business’ tax filings. The main public files that the IRS publishes for research purposes are the Statistics of Income (SOI) files that show aggregations of the components of income and dependents by adjusted gross income categories and by zipcodes, counties, and states. 

The SOI files also contain a file that shows migration patterns of individual tax filers by county. 
Finally, the SOI have some tabulations at the national level for business income reported on business tax returns, which are not necessarily relevant for the purposes of the IHBG formula. 
2. Which IHBG formula variables in 24 CFR Part 1000 can the data source measure?

The public SOI aggregations of these data cannot currently measure any formula variables. 

However, if HUD can arrange special tabulations of the IRS micro level data with Census data, these data could, in theory, measure the household income variables as stipulated in 24 CFR Part 100. However, this may be problematic for IRS filers that use PO Boxes.  

3. What other aspects of Indian Housing need can the data source measure?

Existing Public SOI Data Set:

The public aggregations of IRS data (SOI) cannot measure other aspects of Indian Housing Need because the IRS tax returns do not collect data on race and ethnicity, so we wouldn’t be able to determine “Indian” Need.  However, the Committee could consider aggregating the IRS data for all zipcodes that are associated with Indian areas to determine the number of all income filers that are below a certain income category. 

Pat Boydston takes pause with aggregating IRS zipcode level data to Indian areas because we do not know the number of individuals who do not file tax returns and what percentage they are of the total number of individuals in an area. In fact, many of Pat’s clients do not even file a tax return. While this method of using the public IRS zipcode level data could speak to the general economic status of an area, it would not necessarily address the economic status of Native Americans living within that area. In her experience, the economic status of Native Americans in an area does not correspond to the economic status of the area.  

Alternative Use of Micro level Data:

Even though the IRS data does not collect race and ethnicity data, they do collect name and address, which could be used to match IRS level data with race in Census or other data sets. Such a data match might allow us to create new variables for the IHBG formula. However, it is unclear how many matches would fail from IRS filers that use PO Boxes. 
4. What questions are used to collect the data? Please attach a copy of questionnaires and/or forms and any associated instructions/training materials and definitions.

Standard IRS tax forms are used. 
5. For what population(s) or sub-population(s) is the data collection program designed to collect data?

In general, individuals or families meeting a gross income threshold are required to file a tax return (see Chart A on page 7 of http://www.irs.gov/pub/irs-pdf/i1040gi.pdf). For instance, a single person under 65 is required to file a tax return if his/her income was at least $10,150. There may be more than one tax form per housing unit, or family unit. For instance, a husband and wife may file jointly or separately. A working teen might also file an individual return. A retired grandparent would likely file another individual return.  
6. For what population(s) or sub-populations does the collection program collect data? 

Data is collected on individuals or families meeting income requirements who fill out tax returns. Some individuals or families not meeting that requirement may choose to fill out a tax return anyway but they are not required to do so.
7. For what geographic levels(s) is the program designed to estimate data values?  Can the data source produce estimates/figures based upon the formula areas described in 25 CFR 1000.302? What, if any, strategies are used to ensure sufficient and equitable coverage of all Indian areas?
Public SOI data are aggregated by zipcode level. The migration data are only aggregated by counties.

8. How are the individuals or units chosen to participate (i.e., what is the sampling strategy)? Are there any segments of the eligible population not being reached?
People that do not file tax returns are not captured in this data source. Note that people with very low incomes are much more likely to not participate.   
9. How often is data collected? Is the data collected at a single point in time sample or as a rolling sample? What time period does the data reflect? 
Data are collected annually and the time reflects a family’s filer’s income over the previous calendar year. 
10. What procedures (for example follow up visits, incentives, marketing, etc.) are in place to encourage participation and completeness of the dataset?
It’s legally mandatory to file tax returns for individuals or families exceeding income thresholds. Moreover, some households have an incentive to file to receive tax returns. There have been some efforts to increase participation among low income families in the past (for example for eligibility for 2008 stimulus payments) but I don’t know of any similar efforts going on now.

11. What other entities utilize this data source and for what purpose(s)? 

Data are mainly used for research purposes, not necessarily for allocation formulas. 

Accuracy and Precision

12. What is the confidence limit used to calculate the published margin of error? If no confidence limits or margins of error are provided, confirm there was no sampling or extrapolation involved.

No confidence limits, as these are administrative data. 
13. What methods are in place to deal with total and partial nonresponse among the individuals recording this data? What are the rates of total and partial nonresponse?

IRS audits are performed for people that do not file tax returns, or file them incorrectly. The IRS can identify individuals who have a W2 filed by an employer for which no return was filed.  However due to staff reductions, the IRS has significantly reduced the number of audits over the last few years.  Non-filers who did not receive a W2 are not part of the universe.  This data source seems to significantly under represent low-income Americans.  

14. Is the relative margin of error consistent across all tribes/tribal areas (e.g., small, large, rural, urban, off-reservation, on-reservation, etc.)? If not, describe the variation.

Unknown. We need more information about the number and distribution of very low income tax-returns not filed and it is unclear where we can gather this information.  
15. Overall, what design issues (e.g., phrasing of questions, incentives for participating, imputation methods, number of attempts to collect data for each selected participant, real or perceived conflicts of interest, etc.) could introduce biases for all or a certain subgroups of tribes (e.g., small, large, rural, urban, etc.) or certain types of data (e.g., financial, population, etc.)? Please provide examples to support your determination. 

The poorest of the poor are likely severely underrepresented in this data source. Any aggregate income statistics will not reflect zero and very low income populations, for instance, barter, hunt, fish, gather, households.  
Implementation and Funding
16. What organization(s) (e.g., Census, other federal agencies, tribes, TDHE) are responsible for implementing and administering data collection and/or analysis (including recruiting, hiring, training, and monitoring field staff, supplying necessary equipment, and compiling the results)?
The IRS is responsible for collecting tax returns and aggregating data. 

17. How much do the data collection and analysis phases cost, and how are they funded? If there is a specific cost to HUD or IHBG recipients, specify that cost. If this is a proposed new data source, please provide information used to estimate the cost of data collection.

Data collection is funded by the IRS; there is no specific cost to HUD or IHBG. 
18. What additional resources are needed to apply the data in the IHBG formula, and from which sources?

A HUD analyst would need to crosswalk the public SOI zipcode level data to IHBG formula areas to create aggregations of data for the formula. This would be minimal work and HUD can easily absorb the extra cost within existing resources. 

However, Jim Anderson questions how easily this could be achieved in-house and wonders what would be the review process for verifying that the data was ready after its initial preparation. He also wonders about the administration and supervision costs of this work in-house. 
Furthermore, Big Water Consulting believes there would be additional costs necessary to conduct outreach to encourage low income participation and offer help and technical support to complete the returns.  There may be additional costs associated with intergovernmental cooperation.  
19. How long after data collection will it take for the data to be aggregated and available for use?

There seems to be quite a time lag from data collection to availability for use. For instance, currently 2012 data are available, but it is February 2015. 
Jim Anderson says that data cannot be used in any funding year if it is not available to distribute to tribes in the late summer distribution of Formula Response forms. However, not all technical experts agree with this statement. The IHBG formula should use the most available data source that is readily available at the time of allocation. If the committee chooses to use this data source, they would have to agree that the long time-lag for data introduction is acceptable for the formula. 
Transparency and Potential for Challenge

20. How transparent is the proposed data source? For instance, for which of the above questions was it difficult or impossible to find an answer? What prevented answering those questions? 

This data source is not very transparent because the IRS has strict confidentiality rules.
21. What procedures would be recommended for a tribe/TDHE to challenge inaccurate data with HUD as applied in the formula? How does the cost of formula challenges differ from the status quo?

Procedures for challenging these data would be as per usual, through a tribally administered survey collecting data that would produce whatever formula variable the Committee decides to adopt from this data set. However, the committee and/or HUD would have to decide for how long a formula challenge stands, since the IRS data could be refreshed annually in the formula.  
Note, Jim Anderson poses the question, “if the committee chooses to accept this data source, would they feel comfortable allowing tribal surveys that collect data by voluntary self-response as a challenge to the IRS data source which has strong legal incentives for respondents to tell the truth?”
22. How can a tribe/TDHE challenge inaccurate data with the entity that collected the data? What are the costs for challenging data with the entity that collected the data?

The IRS will not accept data challenges.
23. Could the data collection procedures be modified to deal with future modifications of the formula and/or formula areas? How? What opportunities exist to improve the accuracy and/or precision of the data source?

Since zipcodes do not exactly line up with Indian areas/ formula areas, we may be able to work with the IRS to produce these aggregations for different geographies. Also, as mentioned above, we could in theory connect IRS data to Census data with SSN information to obtain race, but PO Box addresses remain a challenge.   
24. How has the data collection methodology changed over the last few data collection cycles?
Tax forms and credits and credit eligibility change annually depending on new legislation and IRS policy. Changes in tax credits could change the population choosing to fill out a tax return (as for the 2008 stimulus credit).
25. How stable has the data been over the last few data collection cycles?
This is a difficult question to answer. One technical expert (Ben Winter) says we need more information that is not readily available. Another (Big Water) says that data fluctuate with economic conditions. Finally, Jim Anderson says that fluctuations in data are reflecting change in the economy, not the result of method error or bias. 
Other Potential Concerns

26. What other factors not addressed above could impact the suitability of this data source for use the IHBG formula? In what way(s)? Please provide examples to support your determination.

Recommendation
27. Should this data source move on to the evaluation stage? If no, please provide examples to support your determination.

Big Water Consulting says, “YES, but only if the group wants us to consider data that would be used only for general factors related to local/regional income statistics. However, even to evaluate its utility for just that purpose, we would need more information from the IRS about filing rates in Indian country. This data would better allow us to estimate the expense of encouraging very low income people to file even if they are not legally required to and/or developing some way to adjust the aggregated data to account for the inferred low income of non-participating individuals and families. 

Jim Anderson says NO. The possibility of low rates of IRS filing in Indian Country gives him pause. Also, he sees issues with being able to identify households and/or families when so many families can file separately and their address can be a PO Box, not necessarily where they live. 

Pat Boydston says NO, that “the economic status of areas is provided by several data sources.  I do not believe this is the best or most complete source for that information. Additionally, Native American economic well-being in an area is not directly related to the economic status of the area.” She also says that “since there is no race information in the data source, it appears this could only be an economic status of an area factor. I believe Native Americans do not participate in the economies of most areas at the same level as other groups do.  In my opinion, this makes application of the factor of questionable value.”
Ben Winter says NO, even though he likes there are many controls in place that ensure data quality (like the threat of tax audits). However, the major flaws in this dataset lead him to believe it should not continue to the evaluation stage—that the data cannot differentiate between AIAN and non-AIAN without major data enhancements with the Census Bureau and there is no incentive for the lowest income families to file. 
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