


Profile of Performance

Audit Profile of Performance

for the period, April 1,2007, through September 30,2007

Results FY 07 Totals
Recommendations That Funds Be Put to Better Use $192,726,922 $947,764 363
Recommended Questioned Costs $49.073,613 $68,061,089
Collections from Audits $21,424 955 $35,960,277
Administrative Sanctions 2 8
Investigation Profile of Performance
for the period, April 1,2007, through September 30,2007
Results FY 07 Totals
Funds Put to Better Use $14.738,892 $56,964,264
Recoveries/Receivables $84,833.879 $275,010,163
Indictments/Informations 644 1,338
Convictions/Pleas/Pretrial Diversions 493 1,055
Civil Actions 76 107
Administrative Sanctions' 730 1,780
Personnel Actions 26 50
Arrests? 907 2,684
Search Warrants 63 93
Weapons Seized 8 15
Subpoenas Issued 469 902
Hotline Profile of Performance
for the period, April 1,2007, through September 30,2007
Results FY 07 Totals
Funds Put to Better Use $2,638,958 $5,155,154
Recoveries/Receivables $258,341 $438.161

! Personnel actions include reprimands, suspensions, demotions, or terminations of the employees of Federdl, state, or local governments, or of
Federal contractors and grantees, as the result of O1G activities. In addition, this reporting category includes actions by Federal agencies to
suspend, debar, or exclude parties from contracts, grants, loans, and other forms of financial or non-financial transactions with the government,
based on findings produced by the OIGs.

?Included inthe arrestsis our focus on the nationwide Fugitive Felon Initiative.



Inspector General’s Message

[t is with great satisfaction that I present the U.S.
Department of Housing and Urban Development
Oftice of Inspector General (HUD OIG) Semiannual
Report to the Congress for the second half of fiscal
year 2007. HUD OIG employees - auditors, agents,
attorneys, and support staff - have been in the thick
of the issues that greatly affect our domestic life.
Whether it is Gulf Coast disaster relief, single-family
housing fraud, Section 8 rental subsidy fraud, or any
fraud against HUD programs or operations, HUD OIG
is engaged and garnering results, for which we are
justly proud.

This report marks the eleventh time I have
reported on HUD OIG's extraordinary activities, and
we just keep enhancing our efforts time after time.
During the reporting period, we had $210,104,772 in funds put to better use, questioned
costs of $49,073,613, and $85,092,220 in recoveries and receivables. This is exceptional
work by our staff that has resulted in significant positive impact on fraud and misuse of
taxpayer dollars. I am grateful to all of our staff nationwide who worked so hard this
year to achieve this milestone.

The year 2007 marks the removal of HUD's single-family mortgage insurance and
rental housing assistance programs from the Government Accountability Office's list
of agencies with high-risk programs. HUD OIG's continued cooperation and oversight
of these programs was a contributing factor to this welcome action; however, we
continue to stress that the Department place a high priority on management efficiency
and effectiveness.

I direct your attention to our high profile audits and investigations. HUD OIG staff
increased and improved their cooperation and collaboration with the Department and
as a result, developed and implemented better and more effective audit
recommendations. Agents from our Office of Investigation also enhanced their
cooperation with the Department as a new source for new investigative avenues.

For example, homebuyers in Brooklyn, NY, are a little safer with the incarceration
of the branch officers of the Brucha Mortgage Bank. Using false documents and
appraisals, these individuals flipped properties and skimmed construction funds, causing
$11.6 million in losses to HUD after 58 mortgages defaulted. Homebuyers in the Los
Angeles area are less at risk with the sentencing of the owner and staff of the Atlas
Home Loan company. Using identity fraud, false Social Security numbers, and fraudulent
employment documents, they allowed unqualified and straw borrowers to get Federal
Housing Administration (FHA)-insured mortgages, resulting in losses to HUD and the
default of 42 mortgages.
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Public housing residents in Northern Illinois are better served with the conviction
of the owner of William Moorehead & Associates who embezzled nearly a million dollars
from properties the company was hired to manage. The waiting list for New York City
Housing Authority Section 8 vouchers became shorter when 31 people were arrested
for false income certifications and obtaining more than $1.1 million in housing assistance
they were not entitled to receive.

In the Gulf States, Congress has authorized more than $16 billion dollars. As those
funds start to be used, HUD OIG will be increasing its scrutiny of how the monies are
spent.

Significant HUD OIG audits show that HUD needs to improve controls over its
contract administration process and ensure that payments to contract administrators
were for work performed. An audit of manufactured housing loans showed that more
than 80 percent of recently insured Title IT manufactured housing loans are on homes
with substandard foundations. In each of these audits, recommendations were made
that will significantly impact the efficiency and effectiveness of these programs and
protect the safety and financial investment of these occupants.

HUD OIG is also dedicated and committed to becoming a more efficient and
effective organization itself, better at recovering taxpayer funds and bringing to justice
people who perpetrate crimes against the citizens and government of this country.

It is with obvious and justifiable pride that I thank the staff of HUD OIG for their

tireless work in their struggle against waste, fraud, and abuse in the Nation's housing
and urban development programs.

oy

Kenneth M. Donohue
Inspector General
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Audit Reports Issued by Program
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Investigation Cases Opened by Program (Total: 596)
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Acronyms List

AIGA
AIGI
ARIGA
ASAC
ATFE
CAS
CDBG
CID
CPD
DAIGA
DAIGI
DEA
DHS
DIG
DoD
DOE
DOJ
DROD
DUI
EIV
FBI
FDIC
FEMA
FFMIA
FHA
FIRMS
FISMA
FY
GAO
GNND
HHS
HOME
HOPWA
HUD

Assistant Inspector General for Audit

Assistant Inspector General for Investigations
Assistant Regional Inspector General for Audit
Assistant Special Agent in Charge

Bureau of Alcohol, Tobacco, Firearms, and Explosives
Computer Audit Specialist

Community Development Block Grants

Criminal Investigation Division

Community Planning and Development

Deputy Assistant Inspector General for Audit
Deputy Assistant Inspector General for Investigation
Drug Enforcement Administration

Department of Homeland Security

Deputy Inspector General

Department of Defense

Department of Education

U.S. Department of Justice

Disaster Relief Oversight Division

Driving Under the Influence

Enterprise Income Verification

Federal Bureau of Investigation

Federal Deposit Insurance Corporation

Federal Emergency Management Agency

Financial Management Improvement Act of 1996
Federal Housing Administration

Facilities Integrated Resources Management System
Federal Information Security Management Act of 2002
Fiscal Year

Government Accountability Office

Good Neighbor Next Door

U.S. Department of Health and Human Services
Home Ownership Made Easy

Housing Opportunities for Persons with AIDS

U.S. Department of Housing and Urban Development

Acronyms List
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ICE

IG

IRS
KDHAP
MAP
MTW
NAHRO
OA

Ol

O1G
OMB
OTND
PCIE/ECIE

PFCRA
PHA
PHSI
PIH
REO
RHIIP
RIGA
SA
SAC
SBA
SFA
SSA
SSN
TSA
USAO
USDA
USMS
USPS
USPIS
VA

Immigration and Customs Enforcement
Inspector General

Internal Revenue Service

Katrina Disaster Housing Assistance Program
Multifamily Accelerated Processing

Moving to Work

National Association of Housing and Redevelopment Officials
Office of Audit

Office of Investigation

Office of Inspector General

Office of Management and Budget
Officer/Teacher Next Door

President’s Council on Integrity and Efficiency/Executive Council on
Integrity and Efficiency

Program Fraud Civil Remedies Act
Public Housing Authorities

Public Housing Safety Initiatives

Office of Public and Indian Housing
Real Estate Owned

Rental Housing Integrity Improvement Project
Regional Inspector General for Audit
Special Agent

Special Agent in Charge

Small Business Administration
Supervisory Forensic Auditor

Social Security Administration

Social Security Number

Transportation Security Administration
U.S. Attorney’s Office

U.S. Department of Agriculture

U.S. Marshals Service

U.S. Postal Service

U.S. Postal Inspection Service

U.S. Department of Veterans Affairs
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Reporting Requirements

The specific reporting requirements as prescribed by the Inspector General Act of
1978, as amended by the Inspector General Act of 1988, are listed below:

Source/Requirement Pages
Section 4(a)(2)-review of existing and proposed legislation and regulations. 144-148
Section 5(a)(1)-description of significant problems, abuses, and 1-127,144-148

deficiencies relating to the administration of programs and operations
of the Department.

Section 5(a)(2)-description of recommendations for corrective action with 7-127
respect to significant problems, abuses, and deficiencies.

Section 5(a)(3)-identification of each significant recommendation Appendix 2, Table B
described in previous semiannual report on which corrective action has
not been completed.

Section 5(a)(4)-summary of matters referred to prosecutive authorities 7-127
and the prosecutions and convictions that have resulted.

Section 5(a)(5)-summary of reports made on instances where information ~ No Instances
or assistance was unreasonably refused or not provided, as required by
Section 6(b)(2) of the Act.

Section 5(a)(6)-listing of each audit report completed during the Appendix 1
reporting period, and for each report, where applicable, the total dollar

value of questioned and unsupported costs and the dollar value of

recommendations that funds be put to better use.

Section 5(a)(7)-summary of each particularly significant report 7-127
and the total dollar value of questioned and unsupported costs.

Section 5(a)(8)-statistical tables showing the total number of Appendix 2, Table C
audit reports and the total dollar value of questioned and
unsupported costs.

Section 5(a)(9)-statistical tables showing the total number of audit ~ Appendix 2, Table D
reports and the dollar value of recommendations that funds be put
to better use by management.

Section 5(a)(10)-summary of each audit report issued before the Appendix 2, Table A
commencement of the reporting period for which no management
decision had been made by the end of the period.

Section 5(a)(11)-a description and explanation of the reasons for No Instances
any significant revised management decisions made during the
reporting period.

Section 5(a)(12)-information concerning any significant management 151
decision with which the Inspector General is in disagreement.
Section 5(a)(13)-the information described under section 05(b) of the 151

Federal Financial Management Improvement Act of 1996.

X Reporting Requirements
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Strategic Initiative 1

HUD Strategic Goal: Increase Homeownership Opportunities

OIG Strategy: Contribute to the Reduction of Fraud in Single-Family
Insurance Programs through

- Audits uncovering single-family and loan origination abuse

- Audits of the U.S. Department of Housing and Urban Development's (HUD) internal
policies to determine whether controls are adequate

- Regional single-family mortgage fraud task forces

- Inspections and evaluations of program areas

- Outreach to industry and consumer groups and the Department

Highlights: Results or Impact of Significant OIG Work

- Recommended HUD correct program weaknesses to ensure that page 9
manufactured housing foundations meet FHA requirements.
- Recommended HUD initiate settlement negotiations with Suburban page 10

Mortgage for actual and potential losses on loans involving overvalued
condominiums loans with significant underwriting deficiencies.

- Recommended HUD establish and implement procedures to better page 12
accomplish HUD's goals regarding its real estate-owned properties.

- $2.5 million forfeited and more than 2 years imprisonment imposed in a page 14
loan origination scam

- Underwriter pleas guilty - HUD losses exceed $9.8 million page 14

- HUD direct endorsement lender goes to prison page 19

- Real Estate Settlement Procedures Act violators ordered to pay HUD page 22
more than $200,000

-HUD issued a final rule regarding seller-funded downpayment assistance page 147

Areas of OIG Interest

- FHA modernization program: risk and fraud potential

- Downpayment assistance: seller-funded downpayments

- Control of loan case binders: policy and procedure deficiency

- Risk involved in zero downpayment

- Challenges resulting from an increase in FHA-insured Home Equity Conversion
Mortgages (also known as 'reverse mortgages")

- Risk-based premium pricing and FHA refinancing of subprime loans (FHA Secure)

- Gulf Coast States Homeowner’s Assistance programs

Increasyg
Homeownership Opportunities
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Strategic Initiative 2

HUD Strategic Goal: Promote Decent Affordable Housing

OIG Strategy: Contribute to the Reduction of Erroneous Payments in Rental
Assistance Programs through

- Audits of Section 8 Housing Choice Voucher program activities

- Investigative initiative against corruption in the management of troubled public
housing authorities (PHA)

- Regional Rental Assistance Fraud Initiative

- Public Housing Fugitive Felon Initiative: identify, arrest, and remove

- Sex Offender Initiative: identify, arrest, and remove

- U.S. Department of Justice (DOJ) Public Housing Safety Initiative

- Inspections and evaluations of program areas

- Public and department-wide outreach initiatives

Highlights: Results or Impact of Significant OIG Work

- Identified excessive assistance payments due to payments for units not page 27
meeting minimum housing quality standards (HQS), errors in tenant files,
and lack of controls

- Property manager wearing prison garb after embezzling almost $1 million ~ page 41

- 31 New York City Housing Authority tenants arrested for theft of page 46
government funds
- Federal employees who bilk the system page 66

- You can run but you cannot reside: HUD OIG works with U.S. Marshals page 68
Task Force, arrests 676 fugitive felons; 64 in HUD-assisted housing

Areas of OIG Interest

- Nursing homes: equity skimming

- Adequacy of HQS inspections

- Public corruption and mismanagement in the operations of public housing and
multifamily projects

- Enterprise Income Verification System (EIV): long-term effectiveness

- HUD oversight of performance-based contract administrators

- Overpayments in Section 8 due to “Overhousing”: providing more bedrooms than
needed

- Disaster Housing Assistance Program (DHAP)

Promete
Decent Affordable Housing
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Strategic Initiative 3

HUD Strategic Goal: Strengthen Communities

OIG Strategy:
- Promote Integrity, Efficiency, and Effectiveness of Programs
- Contribute to the Reduction of Fraud, Waste, and Abuse through

- Audits of the Community Development Block Grant (CDBG), Supportive Housing
Program, and HOME program

- Investigative initiative against corruption in administration of State or local community
planning and development programs in each OIG region

- Nationwide Hurricane/Disaster Relief Fraud program

- Inspections and evaluations of program areas

- Public dissemination of HUD OIG activities and outreach activities with State and
local government agencies

- Department liaison

- Audits of Gulf Coast activities

Highlights: Results or Impact of Significant O1G Work

- Health care officials cause HUD losses greater than $18.4 million page 79
- Hidden costs to paint apartments page 79
- Theft from the elderly page 80
- Promissory notes hide scheme - HUD loss is $1.9 million page 83
- Recommended grantees reimburse the CDBG program and provide page 87
supporting documentation for unsupported expenditures
- Former mayor admits to extortion page 99
Areas of OIG Interest

- Community planning and development performance monitoring
- Matching funds: grantee misuse of Federal funds
- Gulf Coast hurricane assistance fraud

Strengthen"
Communities
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Strategic Initiative 4

HUD Strategic Goal: Embrace High Standards of Ethics,

Management, and Accountability

OIG Strategy:

- Be aRelevant and Problem-Solving Advisor to the Department

- Contribute to Improving HUD's Execution and Accountability of Fiscal
Responsibilities through

- Audits of HUD's financial statements

- Audits of HUD's information systems and security management

- Implementation of DOJ Procurement Fraud Task Force at HUD

- Operation FedRent: identifying Federal employees improperly receiving rental
assistance

Highlights: Results or Impact of Significant OIG Work

- Recommended HUD improve controls over it's contract administration page 120
processes

- Recommended HUD implement adequate procedures and controls to page 121
ensure that program offices comply with HUD's succession plans.

- Recommended HUD properly meets its information security page 123
responsibilities.

Areas of OIG Interest

- Ethics and accountability in contracting

- Security and data integrity

- Management of human capital

- Risks in information technology: vulnerabilities and security

- FHA management controls

- Funds control/budgeting for Section 8 project-based contracts
- Monitoring of Ginnie Mae issuers for potential defaults

Embrace™™igh Standards*of Ethics,
Management, and Accountability
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Chapter 1

HUD’s Single-Family
Housing Programs



The Federal Housing Administration’s (FHA) single-family programs provide
mortgage insurance to mortgage lenders that, in turn, provide financing to enable
individuals and families to purchase, rehabilitate, and construct a home. In addition
to the audits and investigations described in this chapter, the Office of Inspector
General (OIG) has also conducted numerous outreach efforts. (see chapter 7, page 130)

Audits

Strategic Initiative 1: Contribute to the Reduction of Fraud
in Single-Family Insurance Programs

Key program results Questioned costs Funds put to better use
Audit 9 Audits $1,640,674 $46,387,668
page 9 - Title IT Manufactured Housing Loans
Our page 9 - Mortgagees, Loan Correspondents, and Direct
focus Endorsement Lenders
page 11 - Single-Family Real Estate-Owned Property Sales
A Look Back for the Year
Chart 2.1: Percentage of OIG Single-Family Housing Audit Reports,
Performed FY 07
Regionl
p— Boston 6%
H‘ - I"‘ R.egionS RESEE
f::_.-r 5 Region7-8 Chicago 6% New York 0%

Kansas City 28%

Region 3
Philadelphia18%

b
Region 9-10 Region 4
Los Angeles 18% - Atlanta 6%
Region 6
Fort Worth18%
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Title II Manufactured Housing Loans

The U.S. Department of Housing and Urban Development (HUD) OIG, Kansas
City, MO, audited the HUD Title Il manufactured housing loan program to determine
whether and to what extent the FHA Title IT insured manufactured huosing loans meet
the foundation requirements.

Of the FHA Title II insured manufactured housing loans that closed from 2003
through 2005, at least 50,000 (or more than 80 percent of the financed manufactured
homes) were installed on substandard foundations. As aresult, FHA's insurance fund is
not adequately protected, homeowner equity and resale values are diminished, and the
structural integrity and safety of the homes is questionable.

OIG recommended that HUD correct program weaknesses to ensure that Title II
manufactured housing foundations meet FHA requirements and avoid unnecessary
losses to the insurance fund of an estimated $44.9 million over the next year. (Audit
Report: 2007-KC-0004)

HUD OIG, Kansas City, MO, reviewed 205 FHA loan files to determine whether
they included the required engineer's certification of the property foundation. FHA
rules require lenders to provide the certification confirming that the foundation
complies with FHA requirements.

Lenders submitted 21 of the loans for endorsement without submitting the
engineer's certification.

OIG recommended that HUD seek indemnifications and recovery of losses incurred
from the responsible lenders unless the lenders can provide the required certifications.
(Audit Report: 2007-KC-0801)

Mortgagees, Loan Correspondents, and Direct
Endorsement Lenders

Audits to uncover single-family lenders and loan origination abuses continued to
be a priority during this semiannual period. Lenders are targeted for audit through the
use of data mining techniques, along with prioritizing audit requests from outside
sources. During this period, HUD OIG reviewed six FHA single-family mortgage
lenders. While OIG's objectives varied by auditee, the majority of the reviews were to
determine whether the mortgage lender complied with HUD's regulations, procedures,
and instructions for the underwriting of FHA loans and to determine whether the
mortgage lender's quality assurance plan met HUD's requirements. The following
section illustrates the audits conducted in the single-family mortgage lender area.

HUD OIG audited Suburban Mortgage, Inc.,a HUD-approved direct endorsement
lender in Phoenix, AZ. Special emphasis was placed on the adequacy of Suburban's
review of appraisals related to FHA-insured mortgages on individual units in two
condominium complexes.

HUD’s Single-Family Housing Programs 9




Suburban did not adequately review selected condominium appraisals and did not
comply with HUD requirements in the origination of FHA-insured single-family
mortgages. As aresult, HUD insured mortgages on 38 properties that were overvalued
by approximately 40 percent, some of which did not have occupancy authorization
from the City of Phoenix. The property overvaluations resulted in a corresponding
overinsurance of the FHA-insured mortgages and an increased risk to HUD.
Additionally 7 of the 48 mortgages reviewed had significant underwriting deficiencies
that should have precluded their approval and submission to HUD for insurance.

OIG recommended that HUD initiate settlement negotiations with Suburban,
requesting reimbursement and/or indemnification for HUD's actual and potential losses
on the 38 loans involving the overvalued condominiums and the seven loans that had
significant underwriting deficiencies. Additionally, OIG recommended that Suburban
be required to obtain new appraisals on other FHA-insured mortgages that it
originated, involving the two appraisers and the seller involved with the condominium
projects reviewed, and that appropriate administrative action be taken against the two
appraisers for their failure to follow HUD appraisal requirements. (Audit Report:
2007-LA-1011)

HUD OIG audited single-family loan origination at the Renton, WA, branch of
Countrywide Home Loans, Inc. The Renton branch did not comply with HUD
requirements in originating 5 of 22 FHA-insured loans. By not establishing that the
borrowers had the ability and willingness to repay the mortgage debt and that the
insured property was sufficient collateral for the loan, the Renton branch exposed the
FHA insurance fund to an unnecessary risk of more than $740,000, the total insured
amount for the five loans.

OIG recommended that HUD require Countrywide to correct the deficiencies or
indemnify HUD for the five loans with original insured amounts totaling more than
$740,000. The projected loss is nearly $208,000 or 29 percent of the total unpaid
balance on the five loans. (Audit Report: 2007-SE-1002)

HUD OIG audited the Plymouth Meeting, PA, branch of Countrywide Home Loans,
Inc. The branch office generally complied with HUD regulations, procedures, and
instructions in the origination and quality control review of FHA-insured single-family
loans. However, it did not properly verify the borrower's assets for 2 of the 10 loans
reviewed, which were valued at nearly $257,000, causing an unnecessary risk to the FHA
insurance fund.

OIG recommended that HUD require Countrywide to indemnify almost $257,000
for the twoloans, which it issued contrary to HUD's loan origination requirements, and
develop internal procedures to more closely monitor its underwriting process. (Audit
Report: 2007-PH-1010)

10 HUD's Single-Family Housing Programs



HUD OIG reviewed the operations at the Waters Edge branch of Alethes
Mortgage, LLC, located in Dallas, TX, due toits high default rate. The branch operated
under the name Waters Edge Mortgage, LLC.

Alethes did not notify HUD about one loan that contained an irregularity,
conducted incomplete quality control reviews, and closed loans with underwriting
deficiencies. By not alerting HUD to potential fraud or serious violations, Alethes
increased the risk to the FHA insurance fund.

OIG recommended that HUD require Alethes to indemnify one loan and
ensure that it complies with HUD's underwriting requirements. (Audit Report:
2007-FW-1010)

During the audit of Alethes Mortgage, LLC, in Dallas, TX (Audit Report:
2007-FW-1010), HUD OIG noted that a loan that closed in November 2005 and
defaulted in April 2006 contained a questionable rent verification. While the loan was
originated by Alethes, it was underwritten by SecurityNational Mortgage Company.
Due to this condition and HUD's not being able to provide the case file, OIG did not
include this loan in the audit findings on Alethes. OIG requested that the HUD
review this loan and determine whether it should be indemnified. (Audit Report:
2007-FW-1801)

HUD OIG reviewed branch number 358 of Countrywide Home Loans, Inc., a direct
endorsement lender in Houston, TX. The branch generally complied with HUD
regulations, procedures, and instructions in the origination of FHA-insured single-family
mortgages. Nine of the ten loan files reviewed contained minor deficiencies; however,
one of the files contained significant deficiencies, which placed the FHA insurance fund
at unnecessary risk.

OIG recommended that HUD require the branch to indemnify it for one loan with
an original mortgage amount of more than $112,000 that contained significant
deficiencies and to improve its policies, procedures, and controls to ensure that FHA-
insured loans are originated, processed, and underwritten according to HUD
requirements. (Audit Report: 2007-FW-1009)

Single-Family Real Estate-Owned Property Sales

HUD OIG audited HUD's oversight of management and marketing contractors
under the jurisdiction of HUD's Philadelphia Homeownership Center in Philadelphia,
PA, to determine whether HUD ensured that the contractors marketed HUD's real
estate-owned properties in accordance with their contract requirements.

HUD's Philadelphia Homeownership Center's oversight of its contractors did not
ensure the effective marketing of HUD's real estate-owned properties. Its contractors
routinely failed to meet their marketing performance requirements. Marketing
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performance failed to meet targets because the sales goals and other objectives
measured under contract terms were inconsistent with local market conditions and
inflexible. Center staff monitored performance monthly, as required, but without overall
positive impact on inventory reduction, improved return on sales, or increased owner
occupancy of HUD real estate-owned properties. As a result, the Philadelphia
Homeownership Center did not fully accomplish HUD's national goals to expand
homeownership opportunities, strengthen neighborhoods and communities, and
ensure a maximum net return to the mortgage insurance fund.

OIG recommended that HUD establish and implement procedures to address cases
in which contractors demonstrate a pattern of not meeting their contract requirements,
assess its policies, and revise them as needed to improve the contractors' performance
and, thereby, better accomplish HUD's goals regarding its real estate-owned
properties. (Audit Report: 2007-PH-0002)
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Investigations

Some investigations discussed in this report were generated from leads provided
by HUD single-family housing program staff or conducted jointly with Federal, State,
and local law enforcement agencies. The results of various significant investigations are

described below.

Strategic Initiative 1: Contribute to the Reduction of Fraud
in Single-Family Insurance Programs

Key program Cases $ Convictions/pleas/ ~ Admin/civil
results closed Recovered pretrials actions
Investigations 171 $64,045,525 102 118

page 14 | - Loan Origination Fraud

page 19 - Identity Fraud and False Social Security Numbers

Our focus
page 22 | - Bankruptcy Fraud
page 22 - Other Single-Family Fraud
A Look Back for the Year
Chart 2.2: Percentage of OIG Single-Family Housing Closed Investigation
Cases, Performed FY 07*
Region1
- Boston 5%
LJ . .'n'{ A\
e o BegonS Resion 2 \
TN Region7-8 Chicago22% New York 14% >

Kansas City 12%

Region 3
Philadelphia 14%

Region 9-10

Region 4
Los Angeles 14% -

Atlanta 7%
U Region 6
S Fort Worth 12%

*This does not include cases inwhich funds misused came from Congress for hurricane relief.
(see chapter 5 for these cases)
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Loan Origination Fraud

Donald Fazio, the former branch manager and loan officer at Brucha Mortgage Bank
(Brucha), was sentenced in U.S. District Court, Brooklyn, NY, to 30 months
incarceration and 3 years probation and ordered to forfeit nearly $2.6 million and pay
HUD $708,378 and Stewart Title $440,387 in restitution for his earlier guilty plea to
conspiracy and money laundering. In addition, Gary Konstantin, also a former branch
manager and loan officer at Brucha previously sentenced for his earlier guilty pleas to
conspiracy, money laundering, and wire and insurance fraud, was debarred from
procurement and nonprocurement transactions as a participant or principal with HUD
and throughout the Executive Branch of the Federal Government for an indefinite
period. Fazio, Konstantin, and others completed minimal property renovations and
submitted false loan documents and appraisals to obtain FHA-insured mortgages and
then flipped the properties and skimmed construction funds. HUD realized losses of
$11.6 million after 58 mortgages defaulted.

JaVeena Harris, an underwriter at First National Funding Company, pled guilty in
U.S. District Court, Newark, NJ, to falsification of records. Harris falsified
employment documents used by borrowers who obtained FHA-insured mortgages.
HUD realized losses of more than $9.8 million after 66 mortgages defaulted.

Esperanza Espinoza, Jesus Jose Olivas, and Pedro Rodriguez, employees of Number
1 L.A. Real Estate, were each sentenced in U.S. District Court, Los Angeles, CA, for
their earlier guilty pleas to conspiracy, false statements, wire fraud, or money
laundering. Espinoza was sentenced to 3 years probation and 200 hours of community
service and ordered to pay HUD $301,608 in restitution, Olivas was sentenced to 4
months incarceration and 3 years supervised release and ordered to pay HUD $215,726
in restitution, and Rodriguez was sentenced to 3 months incarceration and 3 years
supervised release. Olivas purchased and resold properties to straw borrowers who
obtained FHA-insured mortgages, Espinoza prepared or purchased fraudulent
documents for unqualified borrowers who obtained FHA-insured mortgages, and
Rodriguez laundered property sales proceeds through a casino in Las Vegas, NV. HUD
realized losses in excess of $2.9 million after 189 mortgages defaulted.

Benedicta Gomez, owner of One Service, Inc., was sentenced in U.S. District Court,
Denver, CO, to 30 days incarceration and 3 years supervised release and ordered to pay
HUD $94,386 in restitution for her earlier guilty plea to wire fraud. Gomez prepared
fraudulent tax returns used by unqualified and undocumented immigrants who
obtained FHA-insured mortgages. HUD realized losses of $2.4 million after 51
mortgages defaulted.
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Frank Mazzarese, a former loan officer at RBC Mortgage, and Raul Raygoza, an
employee of Friends Furniture, were each sentenced in U.S. District Court, Rockford,
IL, for their earlier guilty pleas to conspiracy. Mazzarese was sentenced to 4 years
probation and ordered to perform 150 hours of community service and pay HUD
$30,044 in restitution. Raygoza was sentenced to 5 years probation and ordered to
pay HUD $149,227 in restitution. Mazzarese, Raygoza, and others conspired to
provide or approve false employment, income, or other documents for unqualified
borrowers who obtained FHA-insured mortgages. HUD realized losses in excess of $2
million after more than 40 mortgages defaulted.

Trudy M. Peters, a former escrow officer at Ticor Title Agency; Tony Vasquez, a
former housing counselor at Chicanos Por La Causa; and Maria Felix, an assistant at
Sahara Investments, each pled guilty in U.S. District Court, Phoenix, AZ, to making
false statements to HUD or conspiracy to make false statements to defraud HUD.
Peters, Vasquez, Felix, and others conspired to defraud HUD's "preforeclosure”
program when they submitted fraudulent appraisals, falsified counseling certification
forms, or concealed debt encumbering properties. HUD realized losses in excess of
$1.8 million after 65 mortgages defaulted.

Nina Cameron, a former loan officer with Acclaim Mortgage; Odie Webster, a former
realtor with Metro Brokers; and Sandra Lindsey, a former FHA-insured mortgagor, were
each sentenced in U.S. District Court, Denver, CO, for their earlier guilty pleas to
conspiracy, making false statements, or aiding and abetting. Cameron was sentenced
to 6 months home detention and 60 months probation and ordered to pay HUD
$123,595 in restitution, Webster was sentenced to 4 months home detention and 60
months probation and ordered to pay HUD $75,551 in restitution, and Lindsey was
sentenced to 12 months probation. From February 1999 to July 2004, Cameron,
Webster, and others submitted or caused the submission of fraudulent documents for
Lindsey and other unqualified borrowers who obtained FHA-insured mortgages. HUD
realized losses in excess of $1.3 million after 40 mortgages defaulted.

Devon Bowie, the former president of Neighborhood Mortgage Bankers; Keith Miles,
owner of Mid-South Atlantic Asset Holding Company; and Peter Port, owner of Port
Abstract, each sentenced in U.S. District Court, Newark, NJ, for their earlier guilty
pleas to providing false statements, were debarred from procurement and
nonprocurement transactions as a participant or principal with HUD and throughout
the Executive Branch of the Federal Government for 3 to 5 years. Bowie, Miles, Port,
and others submitted false loan documents and appraisals for unqualified borrowers
who obtained FHA-insured mortgages. HUD realized losses in excess of $1.2 million
after 33 mortgages defaulted.
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Gilbert Lugo, a former owner of Benefit Escrow, was sentenced in U.S. District Court,
Los Angeles, CA, to 6 months home detention and 3 years probation and ordered to
pay HUD $972,162 in restitution for his earlier guilty plea to conspiracy, making false
statements, and aiding and abetting. Lugo conspired with others and provided
downpayment funds for unqualified borrowers who obtained FHA-insured mortgages.

HUD realized losses of $618,678 after 43 mortgages defaulted.

Michael O'Keefe, Jr., owner of Citywide Mortgage Company,
was indicted in U.S. District Court, New Orleans, LA, for
conspiracy, money laundering, mail fraud, and aiding and
abetting. In addition, Calvin Davis, doing business as The
Cowboy Institute, Brothers Helping Brothers, and Dreamboat
Enterprises; Michelle Cochrane, a former loan processor and
underwriter at Citywide; Robert Green, doing business as
Parkway Tax Service and Fast Tax; and straw borrower Timothy
Falls each pled guilty to conspiracy or providing false statements
to HUD and the Internal Revenue Service. Falls was sentenced
to 6 months home confinement with electronic monitoring and
60 months probation and ordered to pay HUD $2,000 in
restitution. O'Keefe allegedly conspired with others to recruit
straw borrowers, inflate appraisals, and provide fraudulent
documents for unqualified borrowers who obtained FHA-
insured mortgages; Davis, Cochrane, and Green conspired with
others to recruit straw borrowers and underwrite FHA-insured
mortgages containing fraudulent documents; and Falls, acting
as a straw borrower, obtained and later defaulted on an FHA-
insured mortgage. HUD realized losses of $600,000 after 11
properties defaulted.

Alan Mason, a closing attorney doing business as Alan
Mason Legal Services, Inc., pled guilty in U.S. District Court,
Worcester, MA, to wire fraud and Federal income tax evasion.

Former lawyer Mason
accused of tax-evasion

By Scott J. Crotean

TELEGAAM & (GSAZETTE STAFF

WORCESTER — Disbarred
real estate lawyer Alan Mason is
accused of illegally wiring
money into his own accounts
and evading taxes in a scheme
detailed in federal documents.

Authorities claim Mr. Mason
of Princeton took “a portion of
loan proceeds he received from

lenders which were intended to
be used in real estate transac-
tions o pay off prior liens on
properties.”

The alleged crimes securred
from June 2001 through June
2006, according o the informa-
tion filed in 1,5, District Court
in Worcester, Assistant U.5.
Attorney Mark J. Balthazard
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Mason closed both FHA-insured and conventional loans, failed to pay more than $6.2
million to mortgage lien holders, and then used loan closing funds for business or
personal expenditures. HUD realized losses of $406,450 after Mason failed to
eliminate three FHA-insured liens.

Mario Mendoza, a former real estate broker at Weichart Realty sentenced in U.S.
District Court, Newark, NJ, for his earlier guilty plea to theft by deception, was
debarred from procurement and nonprocurement transactions as a participant or
principal with HUD and throughout the Executive Branch of the Federal Government
for 3 years. Mendoza and others submitted fraudulent loan documents for unqualified
borrowers who obtained FHA-insured mortgages. HUD realized losses in excess of
$349,000 after 12 mortgages defaulted.

Calvin Dalton, president of RETI Relocation Services; Larry Frazier, owner of Larry
Frazier Realty; certified appraisers Demetri Coffee, Paul Jaretsky, Rhonda Kent, and
David Bobo; and closing attorney James Stovall I each pled guilty in U.S. District Court,
Atlanta, GA, to conspiracy, money laundering, misprision of a felony, or bank or wire
fraud. From April 2000 to September 2001, the above defendants and others created
or submitted false documents or appraisals to assist straw borrowers who obtained
more than $20 million in mortgage loans. HUD realized losses of $300,000 after two
FHA-insured mortgages defaulted.

Peter Gatsch and David Sonner, former owners or officers of Illinois Energy
Contractors Inc. (IECI), each agreed to perform 100 hours of community service in
pretrial diversion agreements filed in U.S. District Court, Chicago, IL. Gatsch and
Sonner admitted to paying approximately $200,000 in kickbacks to property owners
who contracted home improvement services through IECI after the homeowners
obtained FHA-insured home improvement loans.

Pam Joi Smith, a loan officer at Countrywide Home Loans, Inc., pled guilty in U.S.
District Court, Newark, NJ, to wire fraud. Smith processed FHA-insured and
conventional mortgage loan applications that contained false income or asset
information. HUD realized losses of $197,643 after eight FHA-insured mortgages
defaulted.

Morgan Haines, a real estate investor sentenced in U.S. District Court, Buffalo, NY,
for his earlier guilty plea to conspiracy to provide false statements to HUD, was
debarred from procurement and nonprocurement transactions as a participant or
principal with HUD and throughout the Executive Branch of the Federal Government
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for 3 years. Inaddition, Theodore Antonucci, Jr., areal estate investor sentenced for his
earlier guilty plea to conspiracy to commit bank fraud, was debarred from
procurement and nonprocurement transactions as a participant or principal with HUD
and throughout the Executive Branch of the Federal Government for 10 years. Haines,
Antonucci, Jr., and others purchased homes in the Rochester, NY, area, flipped the
properties to each other at inflated values, and then provided false documents to
secure and later default on FHA or conventional mortgages. HUD realized losses of
$186,475 after two FHA-insured mortgages defaulted.

Angela Sommers, owner of Sommers Financial, was sentenced in U.S. District Court,
Los Angeles, CA, to 5 months incarceration and 3 years supervised probation for her
earlier guilty plea to wire fraud and aiding and abetting. Sommers and others
purchased and used fraudulent documents to assist unqualified borrowers in obtaining
FHA-insured mortgages. HUD realized losses of $185,818 after 26 mortgages defaulted.

Laura Jeanne Barlow, a former underwriter at Main Street Mortgage Service and
Ark Mortgage, sentenced in U.S. District Court, Newark, NJ, for her earlier guilty plea
to conspiracy to provide false statements, was debarred from procurement and
nonprocurement transactions as a participant or principal with HUD and throughout
the Executive Branch of the Federal Government for 3 years. Barlow used her position
and in exchange for compensation, approved unqualified borrowers for FHA-insured
mortgages. HUD realized losses in excess of $76,000 after six mortgages defaulted.

David M. Sutton, Jr., pled guilty in U.S. District Court, Richmond, VA, to making
false statements to HUD. Sutton submitted false income documents to obtain and
later default on an FHA-insured mortgage. HUD realized a loss of $58,000 after his
mortgage defaulted.

James Boyle, a loan officer at RBC Mortgage, pled guilty in U.S. District Court,
Rockford, IL, to mail fraud. Boyle created and supplied fraudulent brokerage account
statements or falsified employment documents for unqualified borrowers who obtained
FHA-insured mortgages. HUD realized losses of $52,648 after two mortgages defaulted.

Michael Lock and Jerhonda McCray, owners of World Financial Mortgage; Kevin
Slamann, Lisa Colella, and Nicole Brown, closing agents at Excell Closing Services,
Harvard Title, Metro Title, or Nations Title; Monique Dunlop and Krista Jeray, loan
officers at Mortgage Exchange; Ruben Fields, an appraiser at Express Valuation;
Chianti Clay; and Marcus Leonard were each indicted in U.S. District Court,
Milwaukee, W1, for committing wire, mail, and bank fraud. The above defendants
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allegedly provided fraudulent loan documents and appraisals for straw borrowers who
obtained FHA-insured or conventional mortgages on properties they leased to
Milwaukee Housing Authority Section 8 tenants. HUD losses are not yet determined.

John Morris, a former appraisal coordinator for now-defunct N.J. Affordable Homes
(NJAH), and William Page, an NJAH appraiser, each pled guilty in U.S. District Court,
Newark, NJ, to conspiracy to commit wire or mail fraud. Morris retained NJAH
appraisers who prepared false appraisals for nominee properties, and Page provided
false appraisals for borrowers who obtained FHA-insured or conventional mortgages.
HUD losses are not yet determined.

Corwin Johnson pled guilty in U.S. District Court, Buffalo, NY, to bank fraud,
aiding in the preparation of a fraudulent Federal income tax return, and violating his
supervised probation. Johnson and others prepared and submitted false Federal
income tax returns and other documents for unqualified borrowers who obtained
FHA-insured mortgages. HUD losses are not yet determined.

Laura Figueroa, owner of Rough Edges, LLC, and
other businesses, pled guilty in U.S. District Court, Woman Pleads
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months supervised release and ordered to perform 360 hours of community service
and pay HUD $370,354 in restitution, Carlos Calderon was sentenced to 10 months
incarceration and 36 months supervised release and ordered to pay HUD $273,690 in
restitution, and Cardenas was sentenced to 36 months supervised probation and
ordered to pay HUD $720,278 in restitution. David, Baneza, and Carlos Calderon and
Cardenas created fraudulent identification and employment documents for
unqualified or straw borrowers who obtained FHA-insured mortgages. HUD realized
losses in excess of $2.7 million after 42 mortgages defaulted.

Rosemary Diaz, a real estate agent at Familia Realty, pled guilty in U.S. District
Court, Los Angeles, CA, to mail fraud and aiding and abetting. From September 1998
to January 2002, Diaz and others created or provided false identification, employment,
credit, and other information to assist unqualified borrowers who obtained FHA-

insured mortgages. HUD realized losses greater than $900,000 after 18 mortgages
defaulted.

Edgar De la Rosa, Maria de los Angeles Mendez, Manuel Barron-Salcido, and Ruben
Magdaleno Martinez each pled guilty in Colorado State District Court, Golden, CO, to
forging checks or commercial instruments or attempted forgery. De La Rosa,
Barron-Salcido, and Martinez were each sentenced to 36 months incarceration and 36
months probation, and Mendez was sentenced to 45 days each incarceration and
probation. The above defendants provided false SSNs and forged documents to obtain
and later default on FHA-insured mortgages. HUD realized losses of $400,000 after
nine mortgages defaulted.

Seven FHA-insured mortgagors were charged in Collin, Rockwall, or Ellis County
District Courts, Rockwall or Collin County, TX, with securing execution of
documents by deception. The above defendants allegedly used false SSNs and other
documents to obtain and later default on FHA-insured mortgages. In addition, Ignacio
Juan Jasso, a real estate broker and former loan officer at JR Mortgage, pled guilty in
U.S. District Court, Dallas, TX, to making false Federal credit institution entries,
reports, and transactions; and six FHA-insured mortgagors pled guilty to securing
execution of documents by deception and were each sentenced to 24 months
probation and collectively fined more than $3,060. Jasso assisted unqualified
borrowers who obtained FHA-insured mortgages, and the remaining defendants used
false SSNs and other documents to obtain and later default on FHA-insured mortgages.
HUD realized losses in excess of $285,845 after six mortgages defaulted.

Sonia Toledo, a former loan officer at Building & Loan Mortgage Company, and
Doris and Sylvia Toledo, realtors doing business as El Grupo Toledo, were each charged
in Kansas District Court, Olathe, KS, with theft, making a false writing, conspiracy, and
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computer crimes. From 2002 to 2005, Sonia, Doris, and Sylvia Toledo allegedly
assisted undocumented immigrants who used false SSNs and obtained FHA-insured
mortgages. HUD realized losses of $131,385 after three mortgages defaulted.

Claudia Hernandez-Martinez, also known as Claudia Hernandez or Claudia
Martinez, and Concepcion Hernandez-Herrera, also known as Claudia Hernandez or
Claudia Hernandez H, each pled guilty in Colorado District Court, Brighton, CO, to
conspiracy to offer a false instrument for recording. The above defendants provided
fraudulent SSNs to obtain and later default on FHA-insured mortgages. HUD realized
losses in excess of $120,000 after both mortgages defaulted.

Rudean Cooper was sentenced in Montgomery County Circuit Court, Rockville,
MD, to 36 months supervised probation and ordered to perform 240 hours of
alternative community service and pay court costs for her earlier guilty plea to identity
theft. Cooper also provided $25,000 to HUD as settlement for a Program Fraud Civil
Remedies Act lawsuit. Cooper used a fraudulent SSN to obtain and later default on an
FHA-insured mortgage. HUD realized a loss of $58,742 after his mortgage defaulted.

Yolanda Weatherspoon was indicted in Franklin County Circuit Court, Rocky
Mount, VA, for making false statements, forgery, and obtaining a Department of
Motor Vehicle document by fraud. Weatherspoon allegedly used a fraudulent SSN to
obtain and later default on an FHA-insured mortgage. HUD realized a loss of $37,000
after her mortgage defaulted.

Rodolfo Campos, Orlando Garcia, and Norma Cortez were each indicted in U.S.
District Court, Plano, TX, for making false statements to HUD, use of fraudulent
identification documents, and Social Security Administration (SSA) fraud. Campos,
Garcia, and Cortez allegedly used false SSNs to obtain and later default on an
FHA-insured mortgage. HUD realized a loss of $35,000 after their mortgage defaulted.

Gennaro Thompson was sentenced in Prince George’s County District Court,
Upper Marlboro, MD, to 20 years incarceration (suspended except for one day) and 3
years probation and ordered to pay HUD $4,426 in restitution for his earlier guilty
plea to aggravated theft over $500 and identity fraud. Thompson used the identity of
his son and provided fraudulent documents to obtain and later default on an
FHA-insured mortgage. HUD realized a loss of $4,426 after his mortgage defaulted.
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Undocumented immigrants Alberto and Mabel Gutierrez were each sentenced in
U.S. District Court, Harrisonburg, VA, to 6 months incarceration and 12 months
probation, fined $3,000, and ordered to eliminate their FHA-insured mortgage and
undergo deportation hearings for their earlier guilty pleas to making false statements
to HUD. Alberto and Mabel Gutierrez used false SSNs or Immigration and
Naturalization resident alien cards to obtain and later refinance an FHA-insured
mortgage.

Bankruptcy Fraud

Donna Renae Woods Lawrence, also known as Donna Willis, the former president
of Assurety Mortgage Group, Inc. (Assurety), pled guilty in U.S. District Court,
Atlanta, GA, to conspiracy and false bankruptcy declarations. Lawrence used a stolen
SSN and obtained HUD approval to originate FHA-insured mortgages through Assurety,
fraudulently eliminated the security interest of prior lenders and received proceeds
from multiple loans on the same properties, and then filed false bankruptcy petitions
to delay lender foreclosures on mortgages valued at approximately $3.6 million. HUD
realized losses in excess of $330,000 after five mortgages defaulted.

John Cash, also known as Typhon Ra and doing business as Lake Shore Group, was
sentenced in U.S. District Court, Chicago, IL, to 135 months incarceration and 6 years
probation and ordered to pay numerous homeowners $187,604 in restitution for his
earlier guilty plea to bankruptcy and wire fraud. Cash collected monthly mortgage
payments from more than 30 distressed FHA, Department of Veterans Affairs (VA), or
conventional mortgagors and then failed to make their mortgage payments and filed
fraudulent bankruptey petitions unbeknownst to the homeowners. HUD realized losses
of approximately $125,000 after five FHA-insured mortgages defaulted.

Carlos Castelan pled guilty in U.S. District Court, Salt Lake City, UT, to making
false statements and destroying, altering, or falsifying records in a bankruptcy or
Federal investigation. Castelan used a false SSN when he obtained an FHA-insured

mortgage and filed for bankruptcy. HUD realized a loss of $62,000 after his mortgage
defaulted.

Other Single-Family Fraud

Real estate investors Jill and Colin Reilly and Alexis and Josh Smith each pled guilty
in U.S. District Court, Tucson, AZ, to submitting false statements to HUD and FHA
Preforeclosure Real Estate Settlement Procedure Act violations. The above defendants
were each sentenced to one year probation, and Colin Reilly was ordered to pay HUD
$238,283 in restitution. Jill and Colin Reilly and Alexis and Josh Smith failed to report
payments to and from homeowners on HUD-1 settlement statements.
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Steven Marquez, a former loan officer at Primera Mortgage Company, pled guilty
in Cook County Circuit Court, Chicago, IL, to theft. Marquez was sentenced to 3
years probation and ordered to pay HUD $70,000 in restitution. Marquez deceived
two property owners and acquired ownership rights to their properties and then sold
the properties to borrowers who obtained new FHA-insured mortgages. The original
property owners believed they were refinancing their mortgages when they signed
documents and assigned their homeownership rights to Marquez. HUD realized losses
of $70,000 after both mortgages defaulted.

Carlos West, a teacher and HUD Officer/Teacher Next Door (O/TND) program
participant, entered into a civil settlement agreement filed in U.S. District Court,
Chicago, IL, and agreed to pay the U.S. Department of Justice $45,000. West
obtained a HUD-owned property through the O/TND program but failed to report his
ownership of additional real estate leased to Chicago Housing Authority Section 8
tenants on HUD certifications.

Annabel Villalobos, a correctional officer for the California Department of
Corrections and HUD Good Neighbor Next Door (GNND) program participant,
entered into a civil settlement agreement filed in U.S. District Court, Bakersfield, CA,
and paid HUD $29,000, the discounted amount for property she obtained through the
GNND program. From September 2003 to January 2006, Villalobos failed to report
her nonresidency in her GNND property on HUD certifications.

Lamont Harris, a former public school guidance counselor and HUD O/TND
program participant, was sentenced in U.S. District Court, Norfolk, VA, to 3 months
home detention and 3 years probation, fined $2,500, and ordered to pay HUD $23,500
in restitution for his earlier guilty plea to making false statements to HUD. Harris failed
to report his nonresidency in his O/TND property on HUD certifications.

Kristine Knowles, a teacher and HUD O/TND program participant, was named in a
civil complaint filed in U.S. District Court, Chicago, IL. Knowles allegedly failed to
report her ownership of additional real estate and her nonresidency in her O/TND
property on HUD certifications. HUD loss is estimated at $17,500.

Terry January, a Los Angeles County deputy sheriff and HUD O/TND program
participant, was convicted in U.S. District Court, Los Angeles, CA, of making false
statements. January failed to report his ownership of additional residential real estate
and his nonresidency in his O/TND property on HUD certifications. HUD loss is
estimated at $16,000.
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Real estate consultant Donovan Gilpin, doing business as Pre Amble Properties,
and realtor Rohan A. Johnson, also known as Ato Ra Ajah El, were each sentenced in
U.S. District Court, Central Islip, NY, for their earlier guilty pleas to theft of
government property, conspiracy to commit mail fraud, or converting and conveying
property owned by HUD without authority. Gilpin was sentenced to 38 months
incarceration and 36 months supervised release and ordered to pay the victim $116,500
in restitution. Johnson was sentenced to 46 months incarceration and 36 months
supervised release and ordered to pay the above restitution jointly and severally with
Gilpin. Gilpin and Johnson, members of an antigovernment Moorish rights group, filed
fraudulent real estate deeds transferring the ownership of three HUD-owned, one
VA-owned, and one bank-owned property to Pre Amble Properties; illegally resided in
two HUD-owned properties; and then sold the bank-owned property to an
unsuspecting buyer and attempted to sell HUD- and VA-owned properties to
undercover operatives. The fraudulent deeds prevented HUD from selling its
properties to legitimate buyers and banks from deeding foreclosed properties to HUD.

Real estate investor Dariusz Przybylek, sentenced in U.S. District Court, Chicago,
IL, to 21 months incarceration and 3 years supervised release for his earlier guilty plea
to wire fraud, was arrested for failing to report to serve his sentence. Przybylek
attempted to use a straw buyer to purchase a HUD-owned property for 150 percent of
the HUD appraised value by submitting fraudulent contractor affidavits and loan
documents and an inflated appraisal provided by previously indicted Erwin Espe, a
former HUD-approved appraiser. Przybylek attempted to complete the above
transaction to facilitate his receipt of $113,000 in rehabilitation funds through a straw
contractor.
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Chapter 2

HUD’s Public and Indian
Housing Programs



The U.S. Department of Housing and Urban Development (HUD) provides grants
and subsidies to 4,111 public housing agencies (PHA) nationwide. Many PHAs
administer both public housing and Section 8 programs. HUD also provides assistance
directly to PHAs' resident organizations to encourage increased resident management
entities and resident skills programs. Programs administered by PHAs are designed to
enable low-income families, the elderly, and persons with disabilities to obtain and
reside in housing that is safe, decent, sanitary, and in good repair. In addition to the
audits and investigations described in this chapter, the Office of Inspector General (OIG)
has also conducted numerous outreach efforts. (see chapter 7, page 133)

Audits

Strategic Initiative 2: Contribute to the Reduction of Erroneous
Paymentsin Rental Assistance

Key program results Questioned costs Funds put to better use
Audit 30 Audits $16,659,793 $105,843,606
page 27 - Section 8 Housing Choice Voucher Program Activities
Our at PHAs
focus
page 34 - Public Housing Program Activities
A Look Back for the Year
Chart 3.1: Percentage of OIG Public and Indian Housing Audit Reports,
Performed FY 07
Region1
o Boston 3%
I Region 5 i
il ) o Region 2 A
’ ‘;. : TP % ey Chicago 21% New York 7%

Kansas City 10%
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Philadelphia 14%

Region 4
Atlanta12%

Region 9-10
Los Angeles 19% A
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Fort Worth 14%
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Section 8 Housing Choice Voucher Program Activities at
PHAs

Audits of the Section 8 Housing Choice Voucher program were a priority during
this semiannual reporting period. PHAs were selected for audit based on risk analysis
and/or hotline complaints. While OIG's objectives varied by auditee, the majority of
the reviews were to determine whether the units met housing quality standards, whether
the PHA managed the program according to HUD requirements, and whether the
eligibility of the tenants was correctly determined. The following section illustrates
the audits conducted in the Section 8 Housing Choice Voucher program area.

HUD OIG, Washington, DC, conducted a nationwide audit of the Housing Choice
Voucher program to determine the extent to which PHAs paid excessive subsidies for
families that were housed in rental units with more bedrooms than authorized
(overhousing). OIG also wanted to identify the causes of such overhousing and to
evaluate HUD's approach to reducing the frequency and extent of overpayments that
can result.

PHAs nationwide paid excess subsidies totaling an estimated $20 million for more
than 16,500 families to reside in assisted units with more bedrooms than people in the
family.

OIG recommended that HUD issue additional guidance to address evaluating
reasonable accommodations requests and submitting accurate data to HUD. OIG also
recommended that HUD incorporate data analysis designed to identify and correct
overhousing and related data errors into its risk assessment and monitoring
methodologies. (Audit Report: 2007-FW-0001)

HUD OIG audited the Section 8 housing quality standards inspections of the
Housing Authority of the County of Los Angeles, Los Angeles, CA. The Authority did
not complete timely housing quality standards inspections. Of 68 program units
reviewed, 50 did not meet HUD's housing quality standards.

OIG recommended that HUD require the Authority to (1) implement adequate
procedures and controls to ensure that units meet HUD's housing quality standards to
prevent $11.5 million in program funds from being spent on units that are in material
noncompliance, (2) verify and certify that the owners took appropriate corrective
actions for all applicable housing quality standards violations and abate the rents or
terminate the housing assistance payments contracts if appropriate actions were not
taken, and (3) develop adequate controls to enforce implementation of policies and
procedures to ensure that program units are inspected at least annually to meet HUD's
housing quality standards before housing assistance payments are dispersed. (Audit
Report: 2007-LA-1007)
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HUD OIG audited the Section 8 Housing Choice Voucher program of the Newport
News Redevelopment and Housing Authority, Newport News, VA,. The Authority did
not operate its program in accordance with HUD requirements and regulations. It
failed to ensure that its program housing stock met housing quality standards, did not
adequately support housing assistance payments, and incorrectly calculated housing
assistance payments. Of the 66 housing units inspected, 54 did not meet HUD's
housing quality standards, and 28 had 98 violations that existed at the time of the
Authority's previous inspection. This condition resulted in almost $111,000 in housing
assistance payments and administrative fees paid by HUD for units that were not
decent, safe, and sanitary. Additionally, 48 of the 74 tenant files reviewed did not
contain the documentation required by HUD and the Authority's program
administrative plan, resulting in more than $262,000 in unsupported housing
assistance payments and administrative fees. The Authority also incorrectly calculated
housing assistance payments, resulting in almost $8,000 in overpayments and more
than $7,000 in underpayments.

OIG recommended that HUD require the Authority to (1) ensure that housing units
inspected during the audit are repaired to meet HUD's housing quality standards, (2)
implement adequate procedures and controls to ensure that program units meet
housing quality standards to prevent an estimated $4 million from being spent on units
with material housing quality standards violations, (3) reimburse its program from
nonfederal funds for the improper use of program funds, (4) provide documentation
or reimburse its program from nonfederal funds for unsupported housing assistance
payments and administrative fees, and (5) repay housing assistance overpayments
and reimburse tenants for housing assistance underpayments. (Audit Report:
2007-PH-1009)

Housing violations corrected
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HUD OIG audited the Housing Authority of the City of North Las Vegas, North
Las Vegas, NV. The Authority did not follow HUD requirements when administering
its Section 8 Housing Choice Voucher program funds. Although the Authority had
$4.4 million in program funds and related interest to house additional eligible
participants, its Section 8 program was significantly underleased. As a result, eligible
Section 8 participants were denied the opportunity to seck safe, decent, and quality
housing under the program.

OIG recommended that HUD require the Authority to implement adequate
controls and procedures to ensure that it does not underlease its Section 8 Housing
Choice Voucher program. (Audit Report: 2007-LA-1015)

HUD OIG reviewed the Housing Choice Voucher program of the Housing
Authority of the County of San Mateo, Belmont, CA. The Authority did not use HUD
program funds in accordance with requirements. It used more than $573,000 in
Housing Choice Voucher program funds to overlease the Moving to Work
Demonstration (MTW) program and improperly implemented an MTW preference in
its Housing Choice Voucher program that impacted 71 families on the Housing Choice
Voucher program waiting list. The Authority improperly loaned $1.4 million in
Housing Choice Voucher program funds to pay for construction costs of the El Camino
Village low-rent public housing project and $500,000 in Midway Village
Comprehensive Improvement Assistance Program grant funds to reimburse the
Housing Choice Voucher program for its El Camino Village project construction cost
overruns. In addition, it transferred nearly $116,000 in portability administrative fees
to its nonfederal account and overdrew its Housing Choice Voucher program
operating reserve.

OIG recommended that HUD require the Authority to (1) reimburse the Housing
Choice Voucher program from the MTW program or from nonfederal funds for the
overleasing of the MTW program and reimburse more than $1.23 million used to house
MTW program participants moved to the Housing Choice Voucher program, (2)
reimburse the Housing Choice Voucher program $1.4 million plus interest from
nonfederal funds, (3) reimburse Midway Village $500,000 plus interest from nonfederal
funds, (4) reimburse the Housing Choice Voucher program nearly $116,000 plus
interest from nonfederal funds, and (5) implement controls and establish policies and
procedures for the accounting and use of Housing Choice Voucher program operating
reserves. (Audit Report: 2007-LA-1014)

HUD OIG audited the Housing Choice Voucher program of the Dayton
Metropolitan Housing Authority, Dayton, OH. None of the 59 housing units selected
for inspection met HUD's housing quality standards, and 56 of the units had 214
violations that existed at the time of the Authority's previous inspections. OIG
estimates that over the next year, HUD will pay nearly $1.8 million in housing
assistance payments for units with material housing quality standards violations. In
addition, five units that failed quality control inspections also failed reinspections, but
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the Authority failed to abate the program rents for the units, resulting in an improper
payment of nearly $3,900 in housing assistance and administrative fees. The Authority
also incorrectly calculated households' payments, resulting in nearly $39,000 in
overpayments and more than $1,500 in underpayments. OIG estimates that over the
next year, when corrective actions are taken, the Authority will overpay more than $1
million in housing assistance and utility allowances. Further, of the 67 household files
reviewed, 37 did not contain documentation required by HUD and the Authority's
program administrative plan to support more than $254,000 in housing assistance and
utility allowances.

OIG recommended that HUD require the Authority to reimburse its program from
nonfederal funds for the improper use of more than $63,000 in program funds, provide
documentation or reimburse its program more than $282,000 from nonfederal funds
for the unsupported housing assistance payments and administrative fees, and
implement adequate procedures and controls to address the findings identified to
prevent nearly $1.8 million from being spent on units with material housing quality
standards violations and more than $1 million in excessive housing assistance. (Audit
Report: 2007-CH-1008)

HUD OIG audited the Housing Choice Voucher program of the Housing
Commission of Anne Arundel County, Glen Burnie, MD. The Commission did not
always operate its program in accordance with HUD requirements and regulations. It
did not always ensure that its program housing stock met housing quality standards.
Of the 61 units inspected, 35 did not meet HUD's housing quality standards, and 30
had 117 material violations that existed on or before the Commission's previous
inspections. The Commission paid nearly $117,000 in housing assistance for the 30
units with material violations. The Commission also did not always properly perform
rent reasonableness determinations for units it owned and, therefore, could not
support more than $733,000 in housing assistance payments. Lastly, the Commission
did not properly administer its Family Self-Sufficiency program and as a result, did not
ensure that more than $215,000, which it paid to program participants, was proper.

OIG recommended that HUD require the Commission to reimburse its program
from nonfederal funds for the improper use of funds paid for 30 units with 117 material
violations of housing quality standards and provide documentation or reimburse its
program from nonfederal funds for unsupported housing assistance payments and for
improper escrow payments made to participants in the Family Self-Sufficiency
program. OIG also recommended that HUD require the Commission to ensure that
program housing units inspected during the audit are repaired to meet HUD's housing
quality standards and implement adequate procedures and controls to ensure that
program units meet housing quality standards to prevent an estimated $2.1 million from
being spent on units with material housing quality standards violations. (Audit
Report: 2007-PH-1011)
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HUD OIG audited the Housing Choice Voucher program of the Indianapolis
Housing Agency, Indianapolis, IN. The Agency failed to comply with HUD's
requirements and its cost allocation plan regarding the allocation of administrative
expenses. It did not document its initial allocation analysis in 2005, base allocations on
actual historical data, or update its allocation percentages for 2006. It used its restricted
program administrative fees to pay more than $1.6 million for expenses that exceeded
the program's reasonable fair share, allocated expenses that were unrelated to the
program's operation, and lacked documentation to support expenses incurred. OIG
estimates that over the next year the Agency will use more than $855,000 in fees for
expenses not related to its program.

OIG recommended that HUD require the Agency to (1) reimburse its program
administrative fee reserve for the improper use of fees, (2) provide documentation to
support the reasonableness of the allocation of vehicle costs to its program or
reimburse its program administrative fee reserve from nonfederal funds for the improper
use of fees, and (3) implement adequate procedures and controls to ensure that it uses
an appropriate basis for allocating administrative expenses to its program and that
adequate expense documentation is maintained. (Audit Report: 2007-CH-1011)

HUD OIG audited the Housing Choice Voucher program of the Plymouth
Housing Commission, Plymouth, MI. The Commission's program administration
regarding documentation to support households' eligibility for housing assistance,
housing assistance and utility allowance payments calculations, the Family Self-
Sufficiency program, household portability, and the cost allocation plan for indirect
costs was inadequate. The Commission was unable to support more than $138,000 in
housing assistance and utility allowance payments, overpaid nearly $10,000 and
underpaid nearly $9,000 in housing assistance and utility allowances, lacked adequate
documentation to support nearly $1,900 in reduced housing assistance and utility
allowance payments, and failed to remove from its program households that did not
receive housing assistance for more than 180 days.

Further, the Commission failed to administer its and the Dearborn Heights
Housing Commission's Family Self-Sufficiency programs according to the applicable
requirements and its family self-sufficiency action plan. As a result, the Commission
had nearly $930,000 in escrow funds that should have been paid to program
participants or reimbursed to the applicable program, misused $53,000 in Housing
Choice Voucher/Family Self-Sufficiency Program Coordinators funds, inappropriately
paid more than $14,000 in final escrow payments, could not support more than $13,000
in participants' escrow accounts, and overfunded and underfunded participants’
escrow accounts by more than $2,000.

The Commission had weaknesses in the accuracy of housing assistance and
program administrative fee payments it made to receiving housing authorities for port-
out households. It also failed to establish an adequate cost allocation plan and
appropriately allocate indirect costs shared by all of the housing programs it
administered.
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OIG recommended that HUD require the Commission to reimburse its program
from nonfederal funds for the improper use of program funds, reimburse its
Coordinators funds from nonfederal funds for incorrectly administering its Family Self-
Sufficiency program, provide support or reimburse its program from nonfederal funds
for the unsupported payments, and implement adequate procedures and controls to
address the findings identified. (Audit Report: 2007-CH-1012)

HUD OIG completed a second audit of the Housing Choice Voucher program of
the Plymouth Housing Commission, Plymouth, MI. The Commission's program
administration regarding housing unit conditions, the effectiveness of its abatement
process, rent reasonableness determinations, zero-income households, and the
procurement of consulting services was inadequate. Of 61 units inspected, 42 did not
meet HUD's housing quality standards, and 38 had 181 health and safety violations that
existed at the time of the Commission's previous inspections.

In addition, the Commission did not comply with its abatement process. Of the 40
program units that failed an annual housing or quality housing standards inspection
between October 2006 and April 2007, 13 units had emergency health and safety
violations that were not corrected in a timely manner. The Commission also failed to
abate the housing assistance for nine units and improperly abated the housing
assistance payments for eight units.

The Commission also did not properly determine the reasonableness of program
rents before approving housing assistance contracts for all 66 household files reviewed
and did not adequately determine income for 7 of 25 households that reported zero
income. Further, it did not follow its own procurement policy when it acquired the
consulting services of The Schiff Group for the administration of its program.

OIG recommends that HUD require the Commission to reimburse its program
from nonfederal funds for the improper use of nearly $61,000 in program funds and
implement adequate procedures and controls to address the findings cited. These
procedures and controls should help ensure that more than $1.4 million in program
funds is spent on housing units that meet HUD's requirements. We also recommend
that HUD restrict the Commission's ability to administer other HUD-funded programs
until the Commission substantially improves its program administration to ensure
compliance with applicable requirements. (Audit Report: 2007-CH-1016)

HUD OIG audited the Housing Choice Voucher program at the Holyoke Housing
Authority, Holyoke, MA. The Authority generally administered the program
according to its administrative plan but not always in accordance with its annual
contributions contracts and HUD requirements. It did not (1) ensure that the required
documentation was maintained to support the eligibility of each tenant and its housing
assistance payments, (2) conduct rent reasonableness determinations according to HUD
requirements, (3) follow a prudent personnel practice regarding payment for unused
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sick leave upon the death or retirement of an employee, and (4) always properly
allocate costs or account for interfund transfer transactions.

OIG recommended that HUD require the Authority to (1) implement adequate
procedures and controls over its housing assistance payments, (2) establish controls to
ensure that rent reasonableness determinations are completed in accordance with HUD
requirements, (3) revise its sick leave policy with regard to its federal programs and
reimburse its programs nearly $398,000 in unreasonable costs for employees' unused
sick leave, and (4) provide support for or reimburse to HUD more than $354,000 in
unsupported administration costs and nearly $557,000 in interprogram transactions.
OIG also recommended that HUD recapture from the Authority nearly $107,000 in
administrative fees for not performing rent reasonableness determinations in
accordance with HUD's requirements. (Audit Report: 2007-BO-1008)

HUD OIG audited the Housing Choice Voucher program of the Peoria Housing
Authority, Peoria, IL. The Authority's program administration regarding housing unit
conditions and timeliness of annual housing unit inspections was inadequate. Of the 59
housing units inspected, 58 did not meet HUD's housing quality standards, and 28 had
88 exigent health and safety violations that existed at the time of the Authority's
previous inspections. The Authority also failed to ensure that its housing unit
inspections were conducted in a timely manner. Of the 3,062 unit inspections
conducted by the Authority from January 1, 2005, through January 31, 2007, 823 (26.8
percent) inspections were not conducted within the required one year of the previous
inspections. The number of days late ranged from 1 to 488, and 402 of the late
inspections were more than 30 days late.

OIG recommended that HUD require the Authority to reimburse its program from
nonfederal funds for the improper use of nearly $107,000 in program funds and
implement adequate procedures and controls to address the issues identified. These
procedures and controls should help ensure that more than $1 million in program funds
is spent on housing units that meet HUD's requirements. (Audit Report:
2007-CH-1014)
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HUD OIG audited the Housing Choice Voucher program of the Madison County
Housing Authority, Collinsville, IL. Of the 48 housing units inspected, 40 did not
meet HUD's housing quality standards, and 35 had 264 violations that existed at the
time of the Authority's previous inspections. The Authority incorrectly calculated
households' payments, resulting in more than $39,000 in overpayments and $13,000 in
underpayments. It did not ensure that its households' files contained required
documentation to support housing assistance and utility allowance payments. Of the
88 files reviewed, 20 did not contain documentation required by HUD and the
Authority's program administrative plan to support more than $126,000 in housing
assistance payments. The Authority also failed to adequately use HUD's Enterprise
Income Verification system to determine that reported zero-income households had
unreported income, resulting in more than $14,000 in improper housing assistance
payments.

OIG recommended that HUD require the Authority to (1) reimburse its program
from nonfederal funds for the improper use of program funds, (2) provide
documentation or reimburse its program from nonfederal funds for the unsupported
housing assistance payments and administrative fees, and (3) implement adequate
procedures and controls to address the findings identified to prevent more than
$784,000 from being spent on units with material housing quality standards violations
and excessive housing assistance. (Audit Report: 2007-CH-1010)

Public Housing Program Activities

HUD OIG audited the Navajo Housing Authority's, Window Rock, AZ, use of
subgrantees for housing development projects to determine whether the Authority's
procedures for selecting and monitoring subgrantees were adequate to ensure
compliance with Native American Housing and Self-Determination Act (NAHASDA)
program requirements.

The Authority's procedures for selecting and monitoring subgrantees failed to
ensure that NAHASDA funds were used in accordance with program requirements and
that housing production goals were achieved. As a result, the Authority failed to
prevent recurring problems, including extended project delays, unnecessary project
expenses, and misuse of NAHASDA grant funds by subgrantees and/or their
construction contractors. These failures resulted in increased costs, inefficient
housing production, and, ultimately, significantly fewer housing opportunities for the
intended program beneficiaries, Navajo citizens. For at least 14 housing projects, for
which more than $53 million has been allocated, the projects were either not started or
not finished, funds were misused by subgrantees and/or their contractors, or
construction or management problems threaten the long-term viability of the projects.

OIG recommended that HUD require the Authority to (1) consider discontinuing
the use of subgrantees for housing development activities and establish a new strategy
for more efficient and effective housing development or (2) implement additional
controls to ensure that funds provided to subgrantees are used in accordance with
NAHASDA requirements and in a manner that will ensure performance and
management goals are achieved. (Audit Report: 2007-LA-1008)
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HUD OIG audited the Housing Authority of the City of Asbury Park, Asbury Park,
NJ, to determine whether (1) capital funds were properly expended and obligated in
accordance with HUD requirements, (2) salaries and related benefits allocated to
different programs were reasonable and supported, and (3) controls over maintenance
and repairs were adequate.

The Authority did not adequately administer its capital grant program. It did not
(1) disburse funds for administrative costs within budget limitations, (2) obligate
capital grant funds in a timely manner, and (3) use prudent procurement practices. In
addition, the Authority's employee compensation cost was not always reasonable and
supported, and it could not ensure that its preventive maintenance program was
effective. Asaresult, it did not operate in a manner that promoted the serviceability of
the projects.

OIG recommended that HUD instruct the Authority to (1) reimburse HUD
for nearly $693,000 in excess administrative fees charged to the capital fund grant,
(2) reimburse HUD almost $722,000 related to the untimely obligation of capital funds,
(3) comply with Federal procurement requirements to ensure that the Authority
procures its goods and services in the most economical manner, (4) repay HUD more
than $190,000 for excessive employee compensation from nonfederal funds, and
(5) develop and implement procedures to ensure that units meet uniform physical
condition standards and repairs are completed and inspected before the work order is
closed. (Audit Report: 2007-NY-1006)

HUD OIG audited the Housing Authority of the City of Hoboken, Hoboken, NJ,
to determine whether (1) the Authority administrated its capital grant program in
accordance with applicable HUD laws and regulations and (2) payments to the City of
Hoboken for police services were reasonable and supported.

The Authority did not adequately administer its capital grant program. It used
almost $819,000 of its fiscal years 2000 through 2003 capital grant funds to pay
administrative and management improvement costs in excess of the limitations
imposed by HUD and transferred a total of more than $637,000 from its fiscal years
2003-01, 2004, and 2005 capital grants to pay operating expenses for its low-rent
public housing program. Further, the Authority made total payments of more than
$333,000 to the City for police services without obtaining or maintaining adequate and
complete documentation to support the payments.

OIG recommended that HUD instruct the Authority to (1) reimburse the capital
fund program almost $819,000, (2) reduce the Authority's future capital grants by more
than $632,000, (3) transfer $5,000 from the low-rent public housing program to the
capital fund program, (4) establish and implement internal control policies and
procedures that will prevent funds allocated to site and unit improvements from being
used to pay the Authority's operating expenses, (5) provide HUD with adequate and
compete documents to support the total payments made to the City for police
services and have the City reimburse the Authority or provide the Authority with
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comparable future services for any payments determined to be unsupported,
(6) establish and implement adequate internal control procedures to ensure that
contracts are conducted in compliance with HUD's requirements and Federal
regulations, and (7) ensure the accuracy of financial information entered into HUD
systems. (Audit Report: 2007-NY-1011)

HUD OIG audited the Wilmington Housing Authority, Wilmington, NC, to
determine whether it violated requirements when it noncompetitively procured
services from its affiliate, Housing and Economic Opportunities, Inc., and whether it
returned program income to HUD in accordance with its up-front grant special
warranty deed.

The Authority did not follow requirements for selection of its affiliated nonprofit
entity to be a development partner for two of its development projects. As a result, it
inappropriately paid its affiliate more than $296,000 in HOPE VI funds. Also, in
violation of its special warranty deed with HUD's Multifamily Property Disposition
Center, the Authority inappropriately allowed its affiliate to retain more than $1.2
million in program income it received from home sales.

OIG recommended that HUD require the Authority to (1) repay $296,655 from
nonfederal funds to its HOPE VI program, (2) implement procedures to ensure that it
follows Notice: PIH-2007-15 for transactions with its affiliate, (3) return to HUD $1.2
million in program income received by its affiliate, and (4) implement procedures to
ensure that the affiliate recaptures home sales proceeds and returns the appropriate
amount to the Federal Housing Administration (FHA) insurance fund. OIG also
recommended that HUD take appropriate administrative action against the Authority
and affiliate for not complying with up-front grant special warranty deed requirements.
(Audit Report: 2007-AT-1011)

HUD OIG audited the Harrisburg Housing Authority, Harrisburg, PA, to
determine whether it administered its low-rent public housing program in accordance
with HUD regulations.

The Authority did not administer its low-rent public housing program in
accordance with HUD regulations. It improperly disbursed nearly $835,000 in
operating funds from its low-rent public housing program to open and support the
Greater Harrisburg Community Credit Union and allowed a related conflict-of-
interest situation to exist.

OIG recommended that HUD review the issues and if appropriate, initiate action
to declare the Authority in substantial default of its consolidated annual contributions
contract and take appropriate administrative action as detailed in the contract. OIG
also recommended that HUD direct the Authority to repay its low-rent public housing
program from nonfederal funds for the ineligible disbursements related to the credit
union; develop and implement controls to ensure that disbursements of operating funds

36 HUD’s Public and Indian Housing Programs



are eligible and supported; and develop and implement controls to detect, prevent,
and resolve future conflict-of-interest situations. (Audit Report: 2007-PH-1013)

HUD OIG audited the District of
Columbia Housing Authority's, Washington,
DC, administration of its leased housing under
its MTW program to determine whether the
Authority adequately determined tenant
eligibility and properly calculated and
supported its leased housing assistance
payments.

The Authority did not adequately
determine tenant eligibility and did
not properly calculate and support its
leased housing assistance payments. There
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OIG recommended that HUD require the Authority to (1) support or reimburse
its program from nonfederal funds for the unsupported housing assistance payments
and administrative fees and reduce the Authority's fiscal year 2008 administrative
fees by an appropriate percentage for failing to perform the reexaminations and
(2) implement adequate procedures and controls to ensure that it follows HUD
requirements, performs required quality control reviews, and assigns sufficient staff to
administer its leased housing. OIG also recommended that the Authority reimburse
its program from nonfederal funds for the overpayment of housing assistance and
reimburse applicable tenants for housing assistance underpayments, thereby putting
these funds to better use. (Audit Report: 2007-PH-1008)

HUD OIG audited the Butler Metropolitan Housing Authority's, Hamilton, OH,
5(h) homeownership and Turnkey III Homeownership Opportunity programs to
determine whether the Authority properly accounted for and used its programs'
proceeds in accordance with HUD requirements.

The Authority failed to properly account for nearly $400,000 of the programs'
proceeds for more than 5 years because it commingled the proceeds with funds in its
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retained earnings account. The $400,000 consisted of more than $166,000in 5(h) sales
proceeds and nearly $232,000 in Turnkey IIT proceeds. The Authority also did not use
the 5(h) proceeds in a timely manner. As a result, the programs' proceeds were not
used to assist low- and moderate-income families.

OIG recommended that HUD require the Authority to transfer from its retained
earnings account to the applicable accounts the 5(h) and Turnkey IIT proceeds plus
earned interest, submit a proposal(s) for HUD's approval on how the programs'’
proceeds will be used, and implement procedures and controls to ensure that the
proceeds are used to support the development of affordable housing for low- and
moderate-income families in accordance with HUD requirements. (Audit Report:
2007-CH-1013)

HUD OIG audited the Boyne City Housing Commission's, Boyne City, MI,
nonprofit development activities to determine whether the Commission diverted or
pledged resources subject to its annual contributions contract, other agreement, or
regulation for the benefit of non-HUD developments.

The Commission defaulted substantially on its contract when it improperly pledged
resources for the benefit of the Boyne City Nonprofit Housing Corporation and the
Boyne City Housing Commission Limited Dividend Housing Association Limited
Partnership, organizations created by the Commission, without HUD approval. The
Commission obtained two bank loans to purchase 13.47 acres of land. The loans'
promissory notes included a provision that allowed the bank to set off the amounts
owed on the loans against any and all accounts the Commission had with the bank. As
of April 2007, the Commission owed more than $137,000 on two loans.

The Commission failed to file a declaration of trust on the land to protect HUD's
interest and prevent a conveyance or encumbrance without HUD approval. It also did
not obtain HUD's approval to sell 4.82 acres of the land at more than $51,000 below fair
market value. Further, the Commission managed Deer Meadows, a 30-unit senior
housing project receiving Section 8 housing assistance from the Commission that the
Limited Partnership owned, and the Commission performed unit inspections, thus
creating a conflict of interest.

OIG recommended that HUD require the Commission to (1) amend its
promissory notes to eliminate the setoff provision to prevent the seizure of the
Commission's funds in case of default on the notes, (2) file a declaration of trust on the
remaining land to protect HUD's interest, (3) reimburse the applicable program for
the sale of part of the land at below fair market value and the improper Section 8
administrative fees received related to Deer Meadows, (4) contract with an
independent third party to perform housing quality standards inspections of Deer
Meadows as required by HUD, and (5) implement adequate procedures and controls
to address the findings identified. OIG also recommended that HUD take appropriate
action against the Commission. (Audit Report: 2007-CH-1009)
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HUD OIG audited the Housing Authority of DeKalb County's, Decatur, GA,
administration of its procurement and financial management systems to determine
whether the Authority has complied with its low-income program contractual and

regulatory requirements since being released from its memorandum of agreement with
HUD.

The Authority did not adequately monitor contract payments and did not comply
with Federal requirements or its financial management policies. Its staff did not ensure
that its financial management policies were followed, nor did all staff follow the
established procedures for processing contract payments. As a result, the Authority
incurred more than $47,000 in ineligible costs and more than $36,000 in unsupported
public housing funds.

OIG recommended that HUD require the Authority to repay its public housing
program for ineligible contract payments from nonfederal funds and either support
the unsupported contract payments or repay its public housing program from
nonfederal funds. HUD should also require the Authority to develop and implement
internal controls to ensure that contract payments are complete, accurate, and in
accordance with established procedures. In addition, HUD should ensure that the
financial management policies are followed and that all Authority staff follow the
established procedures when processing contract payment requests. (Audit Report:
2007-AT-1006)
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Investigations

Some investigations discussed in this report were generated from leads provided
by HUD public and Indian housing program staff or conducted jointly with Federal,
State, and local law enforcement agencies. The results of various significant
investigations are described below.

Strategic Initiative 2: Contribute to the Reduction of Erroneous
Payments in Rental Assistance

Key program Cases $ Convictions/pleas/ ~ Admin/civil
results closed Recovered pretrials actions
Investigations 519 $7,939,052 312 578
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Our focus
page 66 | - Fed Rent Initiative
page 68 | - Fugitive Felon Initiatives
page 70 | - Other Fraud/Crimes
A Look Back for the Year
Chart 3.2: Percentage of OIG Public and Indian Housing Closed Investigation
Cases, Performed FY 07*
Region1
- Boston 13%
pr ‘ el Region 2
f::_;f TR Region7-8 Chicago14% New York 10%

Kansas City 7%

Region 3
Philadelphia13%

.. 2
Region 9-10 Region 4
Los Angeles 20% Atlanta12%

Region 6
Fort Worth 11%

*This does not include cases in which funds misused came from Congress for hurricane relief.
(see chapter 5 for these cases)

40 HUD’s Public and Indian Housing Programs




Public Housing Authority Theft/Embezzlement

William Moorehead, doing business as William Moorehead and Associates, was
sentenced in U.S. District Court, Chicago, IL, to 48 months incarceration and 36 months
supervised release and ordered to pay Marion Stamps Memorial Charity Fund $19,000
for his earlier guilty plea to wire fraud. Moorehead also agreed to pay to the U.S.
Treasury $2.8 million in restitution. Moorehead, a property manager for numerous
housing authorities and privately owned Section 8 housing developments, created

fraudulent records and money transfers to hide $995,000 in embezzled or misused HUD
funds.

Carl Payne, the suspended Harrisburg Housing Authority (HHA) executive
director and Greater Harrisburg Community Credit Union (HCCU) president and chief
executive officer, was indicted in U.S. District Court, Harrisburg, PA, for making false
statements, providing false and misleading information, and obstruction of justice. Payne
allegedly diverted about $500,000 in HHA public housing funds to subsidize HCCU
without authorization or disclosure. HUD's Enforcement Center suspended Payne after
his indictment.

Dora Perez, the former San Benito Housing Authority (SBHA) low-rent manager,
was sentenced in U.S. District Court, Brownsville, TX, to 24 months incarceration and
36 months probation and ordered to pay SBHA $273,591 in restitution for her previous
conviction of theft from a federally funded program. From 1998 to 2006, Perez
embezzled approximately $273,591 in tenant rents from Palmville I & II, SBHA senior
and disabled housing developments.

Embezzler gets 2 yeq!'s

Perez Drderecf to pay full restltutmn

Copyright,2007. San Benito News - San Benito, TX. Reprinted with permission.

William Dearman, the former Alexandria Redevelopment and Housing Authority
(ARHA) executive director, entered into a pretrial diversion agreement with the U.S.
Attorney's Office in Alexandria, VA, and admitted to violating HUD regulations and
the Virginia Public Procurement Act. Dearman circumvented procurement
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regulations and awarded more than $190,000 in roofing contracts without
competition and then falsely certified ARHA annual contributions contracts. The
pretrial diversion agreement defers Dearman's prosecution for 24 months; prohibits
him from seeking or obtaining employment with any HUD-funded, -sponsored,
or -administered employer for 3 years; requires him to perform 50 hours of community
service; and orders him to pay the cost of prosecution.

Rebecca Sargeant, a former Springfield Housing Authority (SHA) accounts
receivable clerk, was indicted in U.S. District Court, Springfield, IL, for embezzlement
and theft of public monies. Sargeant allegedly prepared, endorsed, and negotiated
$168,000 in SHA checks for her personal use without authorization.

Eric Hurt, a former Hoboken Housing Authority (HHA) accounting manager, was
sentenced in U.S. District Court, Newark, NJ, to 41 months incarceration and 3 years
probation and ordered to pay HHA $111,083 and Montessori Day School $157,085 in
restitution for his earlier guilty plea to theft concerning programs receiving Federal
funds, filing false Federal income tax returns, and wire fraud. From July 2002 to
December 2003, Hurt embezzled $111,083 when he issued HHA checks to himself
without authorization, deposited the checks into his personal bank accounts, and then
used HHA funds for personal expenditures. Hurt also failed to report the embezzled
funds on his Federal income tax returns.

Brent Williams, the former Crow Creek Housing Authority (CCHA) executive
director; Alyce McGhee, the former CCHA finance officer; and former CCHA
employees Carla Big Eagle, Velsworth Hawk, and Terra Thompson were each indicted
in U.S. District Court, Sioux Falls, SD, for theft and conspiracy to embezzle from an
Indian tribal organization. From November 2004 through December 2005, the above
defendants allegedly submitted fictitious receipts and fabricated invoices to embezzle
$96,403 in CCHA funds.

Tracy Pewo, the former Kiowa Tribal Housing Program (Kiowa) executive
director, and Charles Stickler, a former Kiowa commissioner, were each indicted in U.S.
District Court, Oklahoma City, OK, for theft from an Indian tribal organization and
aiding and abetting. Stickler and Pewo allegedly took three motor vehicles purchased
with HUD funds and owned by the Kiowa Tribe of Oklahoma. HUD loss is estimated at
$87,455.

Ronnie Trahan, a former Opelousas Police Department (OPD) major, was sentenced
in U.S. District Court, Opelousas, LA, to 10 months home confinement and 60 months
probation and ordered to pay HUD $36,955 in restitution for his earlier conviction for
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aiding and abetting in the filling of a false claim. From August 2000 through June 2003,
Trahan and previously convicted OPD chief Larry Caillier, while under a bicycle patrol
contract with Opelousas Housing Authority (OHA), submitted false time and
attendance reports to OHA and obtained $63,255 in HUD funding they were not
entitled to receive.

Barbara Rawls-Ivy, the former executive director of Alliance for Strong
Communities (ASC), a Housing Authority for the City of New Haven (HANH)
nonprofit organization, was sentenced in U.S. District Court, Bridgeport, CT, to 30
days incarceration, 5 months home detention, and 3 years probation and ordered to
pay HANH $49,059 in restitution for her earlier guilty plea to theft from a program
receiving Federal funds. From 2001 through 2003, Rawls-Ivy prepared, endorsed, and
negotiated more than $49,000 in ASC checks for her personal use.

E I-cl]dtfl‘r[’][ﬂdll gets 30 d.!} 5 for L*mhu;lmg -
g~ =T

s 2

f =

Copyright,2007. New Haven Register - New Haven, CT. Reprinted with permission.

Betty Trent, the former Brooksville Housing Authority (BHA) executive director,
was convicted in U.S. District Court, Tampa, FL, of conspiracy to defraud the U.S.
Government, wire fraud, theft concerning programs receiving Federal funds,
embezzlement of public money, making false claims and statements, and falsification of
Federal records in an investigation. From December 2001 to September 2006, Trent
and former BHA project manager Jo Ann Bennett created fabricated invoices and
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obtained more than $40,000 in BHA funds. Bennett was sentenced to 12 months and
one day incarceration and 36 months supervised release and ordered to pay BHA $40,650
in restitution for her earlier guilty plea to conspiracy to defraud the U.S. Government.

Faye Nystrom, the former Benson County Housing Authority (BCHA) executive
director, was sentenced in U.S. District Court, Grand Forks, ND, to 6 months
incarceration and 3 years probation and ordered to pay BCHA $82,558 in restitution
for her earlier guilty plea to embezzlement. From 2002 to 2004, Nystrom embezzled
$40,547 in BCHA funds and $23,983 in U.S. Department of Agriculture Rural
Development funds managed by BCHA. Nystrom's actions also caused BCHA to

expend $18,000 for audit expenses.

Anslem, Karen, and Rachelle Thompson, former employees
of Lukachukai Chapter Veterans Organization Service
Development, Inc., a nonprofit organization receiving Indian
Housing Block Grant funds from the Navajo Housing
Authority (NHA), were each indicted in U.S. District Court,
Phoenix, AZ, for conspiracy and embezzlement or theft from
an Indian tribal organization. From March 2000 through
November 2002, the above defendants allegedly embezzled
more than $42,000 in NHA funds for their personal use.

Frank Giannoccaro, a former Rochester Housing Authority
(RHA) contractor and owner of Plumbing and Construction,
Inc., pled guilty in U.S. District Court, Rochester, NY, to theft
of government funds. Giannoccaro submitted more than
$36,000 in fraudulent work orders and completion certifications
to RHA.

Cherilyn Bahe, a former administrative assistant for
Dzilna'adilii Management Corporation (DMC), a Navaho
Housing Authority contractor, pled guilty in U.S. District Court,
Albuquerque, NM, to forging endorsements on a private
entity check. Bahe forged authorized signatures on 31 DMC
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checks totaling $23,957 and then negotiated the checks
and used DMC funds for personal expenses.
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Rosemary Kappes, the former Housing
Authority of Salt Lake City (HASLC)
executive director, was indicted in U.S.
District Court, Salt Lake City, UT, for
theft concerning programs receiving
Federal funds and mail and health care
fraud. Kappes allegedly used $22,000
in HASLC funds to obtain health insurance
benefits for her former spouse.

Guy Copes, the former Housing
Authority of the Town of Beaufort (HATB)
executive director, was charged in
Carteret County Superior Court, Beaufort,
NC, with larceny by an employee,
malfeasance of a corporate officer,
and embezzlement. Copes allegedly used
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Angelene Gaskins, a former Tampa Housing Authority (THA) project manager, was
arrested and charged in the Tenth Judicial Circuit County Court, Tampa, FL, with grand
theft and committing a scheme to defraud. Gaskins allegedly negotiated about $3,945
in THA tenant money orders or checks and used THA funds for personal expenses.

Tonya Cramier-Oncza, a former Westland Housing Commission (WHC)
bookkeeper, pled guilty in Wayne County Circuit Court, Detroit, MI, to
embezzlement and uttering and publishing a false document. Cramier-Oncza was
sentenced to 3 years supervised probation and ordered to pay WHC and the court
$1,140. Cramier-Oncza embezzled WHC funds when she diverted WHC tenant rents
into her personal bank account.

Bertha Muniz, the former Bayard Housing Authority (BHA) executive director, pled
guilty in Grant County State Court, Silver City, NM, to embezzlement. Muniz was
sentenced to 18 months probation and ordered to pay BHA $1,126 in restitution. Muniz
authorized BHA maintenance personnel to perform repairs at her and other BHA
employees' residences using materials purchased with BHA funds.
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Princess Reaves, a City of Paterson (Paterson) deputy court administrator, and
Victor Ortiz, a Paterson employee, were each indicted in U.S. District Court, Newark,
NJ, for soliciting and accepting bribes. In addition, Paterson Housing Authority
Section 8 caseworkers Marisol Cortez, Flora Cruz, and Elisa Griffin; Paterson
employees Marie Rosa, Yolanda Lane, and Javier Nunez; Paterson building inspector
Standley Williams; and Passaic Valley Water Commission employees Robert
Schweiderick and George Morgan each pled guilty to soliciting and accepting cash
payments intending to be influenced in connection with transactions of a local
government or agency or soliciting and accepting corrupt payments under color of
official right. Reaves and Ortiz allegedly and the remaining defendants admittedly
solicited and accepted bribes from an unnamed conspirator in exchange for steering
Section 8 tenants to specific properties, expediting building inspections, or rejecting
tenant complaints filed in municipal court. HUD losses are not yet determined.

Spencer Jenkins, owner of JP Services, a property management agent for Johnston
County Housing Authority (JCHA), and Patsy L. Narron, a mortgage loan settlement
agent, were each indicted in the Eleventh Judicial District Court, Smithfield, NC, for
obtaining property by false pretenses. Narron was also charged with larceny by an
employee. Jenkins and Narron allegedly provided false information and documents to
obtain mortgage loans on properties purchased through a straw borrower, and then
Jenkins allegedly placed JCHA Section 8 tenants in three of the fraudulently acquired
properties. HUD losses are not yet determined.

James Lozano, a former project manager for Columbia Highlands Company, a
Housing Authority of New Orleans (HANO) subcontractor through Honore
Construction Company, was sentenced in U.S. District Court, New Orleans, LA, to 3
months incarceration and 9 months home confinement with electronic monitoring,
fined $5,000, and ordered to perform 100 hours of community service and pay Habitat
for Humanity $15,000 in restitution for his earlier guilty plea to soliciting and
accepting bribes. Lozano solicited and accepted bribes while working on a HANO
construction project.

Rental Assistance Fraud

Thirty-one New York City Housing Authority (NYCHA) Housing Choice Voucher
program participants were arrested after their indictments in U.S. District Court,
New York City, NY, for theft of government funds. The above defendants
allegedly failed to report income on NYCHA certifications and obtained more than
$1.1 million in NYCHA housing assistance they were not entitled to receive.

Anthony Morman, Keith Thacker, Lawrence Howard, John White, Corey Jones,
Jason Boyd, John Williams, Walter Powell, and Kameron Beckum, Indianapolis
Housing Authority (IHA) Section 8 landlords, were each charged in Marion County
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Superior Court, Indianapolis, IN, with conspiracy to commit welfare fraud, welfare
fraud, and theft. The above defendants allegedly failed to report their criminal
histories or true property ownership, fraudulently purchased properties leased to THA,
or omitted IHA housing contract payments on bankruptey petitions. In addition,
Kimberly McGuire and Willie Ferrell, also IHA Section 8 landlords, were each charged
in Indiana Superior Court with welfare fraud and theft. McGuire and Ferrell allegedly
failed to report vacant, fire damaged, or ownership transfers of properties they leased
to THA Section 8 tenants. Collectively, the above defendants obtained $677,634 in ITHA
housing assistance contract payments they were not entitled to receive.

Jozet Hajeczka, Etta May Morrison, and Blanca Martinez, also known as Mabel
Medina, former Yonkers Municipal Housing Authority (YMHA) Section 8 tenants, were
each arrested and charged in New York State Court, New York City, NY, with grand
larceny. Hajeczka, Morrison, and Martinez allegedly used false Social Security
numbers on YMHA certifications and obtained $127,640 in YMHA housing assistance
they were not entitled to receive. In addition, Denise Hendrickson-Peterkin, a former
YMHA Section 8 tenant, and her husband, Gary Peterkin, each pled guilty in
Westchester County Court to grand larceny and agreed to pay YMHA $64,000 in
restitution. Hendrickson-Peterkin failed to report her actual marital status or the
residency of her husband on YMHA certifications and obtained $64,000 in YMHA
housing assistance she was not entitled to receive. Collectively, the above defendants
caused HUD losses of $191,640.
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David Braun, Joseph Berger, Michael and Reizel Herman, and Moshe and Rachel
Huss, Kiryas Joel Housing Authority (KJHA) Housing Choice Voucher program
participants, were each arrested and charged in New York State Court, Monroe, NY,
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with grand larceny. The above defendants allegedly failed to report income or assets on
KJHA certifications and collectively obtained about $181,000 in KJHA housing
assistance they were not entitled to receive.

Ernestine Lewis and Julie Harris, former Chicago Housing Authority (CHA)
Section 8 tenants, were each sentenced in U.S. District Court, Chicago, IL, for their
earlier guilty pleas to theft or making false statements. Lewis was sentenced to 4 years
probation and ordered to pay HUD $38,679 in restitution. Harris was sentenced to 5
years probation and ordered to pay HUD $32,272 in restitution. Lewis, a Chicago
Police Department employee, simultaneously applied for and obtained about $66,014
in CHA public housing and Section 8 housing assistance, and Harris failed to report
income on CHA certifications and obtained $32,272 in CHA housing assistance she was
not entitled to receive. In addition, former CHA Section 8 tenant Lilia Pabon was
ordered to pay HUD $130,257 in a civil judgment arising from her previous conviction
for making false statements. Pabon failed to report income on CHA certifications and
obtained $75,572 in CHA housing assistance she was not entitled to receive.
Collectively, the above defendants caused HUD losses of $141,586.

Shannon Larkin, Carmaline Stewart, Maria Guadalupe Moreno, Dexter Prather,
Patricia Cooney, Roberta Martin, Sanya Smith, Barbara Robinson, and Rose Pires, San
Diego Housing Commission (SDHC) Section 8 tenants, were each charged in San Diego
County Superior Court, San Diego, CA, with making false statements and grand theft.
The above defendants allegedly failed to report employment, income, or unauthorized
residents on SDHC certifications and collectively obtained $122,795 in SDHC housing
assistance they were not entitled to receive.

Ayub Abdul Aziz Smith, also known as Robert Smith; Tina Harring; Barbara
Singleton-Pradia; and Larry Pradia, former Rochester Housing Authority (RHA)
Section 8 tenants or landlord, were each sentenced in U.S. District Court, Rochester,
NY, for their earlier guilty pleas to conspiracy to commit HUD and Social Security
Administration (SSA) fraud or theft of government funds. Smith was sentenced to 5
years probation and ordered to pay HUD $14,163 and SSA $23,442 in restitution, Harring
was sentenced to 5 years probation and ordered to pay HUD $22,202 in restitution,
Singleton-Pradia was sentenced to 6 months home confinement and 5 years probation
and ordered to pay HUD $55,933 in restitution, and Pradia was sentenced to 5 years
probation and ordered to pay the above restitution jointly and severally with
Singleton-Pradia. The above defendants failed to report income or accurate household
composition on RHA certifications and collectively obtained $107,202 in RHA
housing assistance they were not entitled to receive.
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Mayra Montano, a former Islip Housing Authority (IHA) Section 8 tenant, pled
guilty in New York State Superior Court, Central Islip, NY, to grand larceny. Montano
failed to report her ownership of her IHA subsidized property and obtained $107,000
in IHA housing assistance she was not entitled to receive.

Diane Griggs, Tamika Issac, Emma Florence, and Koreen Scott, former Georgia
Department of Community Affairs (DCA) Section 8 tenants, were each indicted in U.S.
District or Coweta or Douglas County Courts, Macon, Newnan, or Douglas County,
GA, for false statements, theft by deception, or committing fraud in obtaining public
assistance. The above defendants allegedly failed to report income on DCA
certifications and obtained $73,809 in DCA housing assistance they were not entitled
to receive. In addition, Richard Swindle and Betty Jenkins, former DCA Section 8
tenants, each pled guilty to making false statements, theft by deception, and
committing fraud in obtaining public assistance. Swindle and Jenkins failed to report
income or actual household composition on DCA certifications and obtained $28,895
in DCA housing assistance they were not entitled to receive. Collectively, the above
defendants caused HUD losses of $102,704.

Niasha King, a St. John the Baptist Housing Authority (SJBHA) public housing
tenant; Joseph Pierre; and Orlando and B.J. Brown were each arrested and charged in St.
John Parish District Court, LaPlace, LA, with simple arson and conspiracy to commit
arson. King allegedly conspired with Pierre and Orlando and B.J. Brown to set a fire in
her SJBHA public housing unit. HUD realized losses in excess of $100,000 after the
fire destroyed two SJBHA public housing units.

Glory Ann Davenport, a former Tampa Housing Authority (THA) Section 8 tenant,
pled guilty in U.S. District Court, Tampa, FL, to theft of government funds. In
addition, THA Section 8 tenants Tara Roberts, Sherrine Roberts, and Damaryes
Villanueva were each sentenced for their earlier guilty pleas to committing public
assistance or organized fraud or a pretrial diversion agreement. Tara Roberts was
sentenced to 12 months house arrest and 14 years probation and ordered to perform 20
months community service and pay THA $21,548 in restitution, Sherrine Roberts was
sentenced to 60 months probation and ordered to pay THA $21,815 in restitution, and
Villanueva agreed to pay THA $7,181 in restitution. The above defendants failed to
report employment, income, accurate marital status, or their nonresidency in a
subsidized unit on THA certifications and collectively obtained $95,817 in THA
housing assistance they were not entitled to receive.

Henrietta Hartshorn, Belinda De Leon Gortarez, and Ernesto Rodriguez, former
Garden Grove Housing Authority (GGHA) Section 8 tenants, were each charged in
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Orange County Superior Court, Westminster, CA, with grand theft. Gortarez pled
guilty and was sentenced to 6 months incarceration and ordered to pay the City of
Garden Grove $50,756 in restitution. Hartshorn and Rodriguez allegedly and Gortarez
admittedly failed to report their previous criminal history on GGHA certifications and
collectively obtained more than $90,000 in GGHA housing assistance they were not
entitled to receive.

Eleven Lucas County Metropolitan Housing Authority (LCMHA) Section 8
tenants and James Foster, an LCMHA landlord, were each charged in Lucas County
Court of Common Pleas, Toledo, OH, with theft, grand theft, and tampering with
records. The LCMHA Section 8 tenants allegedly failed to report income, accurate
household composition, or subleasing of their subsidized units on LCMHA
certifications; and Foster allegedly failed to report his residency in his leased LCMHA
subsidized unit. Collectively, the above defendants obtained $85,800 in LCMHA
housing assistance they were not entitled to receive.

Tawanda Gulley, a former Pinellas County Housing Authority (PCHA) Section 8
tenant, entered into a pretrial diversion agreement filed in U.S. District Court, Tampa,
FL, and agreed to 9 months of supervised probation and to pay HUD $12,319 in
restitution. In addition, Lucner St. Louis, an unauthorized resident in both PCHA and
Clearwater Housing Authority (CHA) public housing units, pled guilty to reentry of
an undocumented immigrant after deportation, immigration document fraud, and
aggravated identity theft; and former PCHA Section 8 tenant Lamesha Ware was
sentenced to 5 years probation and 6 months home detention and ordered to pay HUD
$36,997 in restitution for her earlier guilty plea to making false statements. Gulley
failed to report assets on PCHA certifications; St. Louis resided with his spouse in both
PCHA and CHA public housing units without authorization; and Ware obtained two
Florida drivers licenses showing different addresses and then conspired with her mother,
previously sentenced Saint Petersburg Housing Authority Section 8 tenant Mary
Martin, to obtain $16,900 in PCHA and $36,997 in Saint Petersburg housing assistance
they were not entitled to receive. Collectively, the above defendants caused HUD losses
in excess of $74,122.

Bonnie Thomas, a King County Housing Authority (KCHA) Section 8 tenant, and
Terrell Dorsey, an unauthorized resident in her KCHA subsidized unit, were each
charged in King County Superior Court, Seattle, WA, with theft. Thomas allegedly
failed to report Dorsey's residency or income on KCHA certifications and obtained
$16,680 in KCHA housing assistance she was not entitled to receive. In addition, Toma
Lelea, a former KCHA Section 8 tenant, pled guilty in U.S. District Court to
committing SSA fraud and theft of public money. Lelea failed to report income or
assets on KCHA and SSA certifications and obtained $53,009 in KCHA housing
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assistance and $29,735 in SSA benefits he was not entitled to receive. Collectively, the
above defendants caused HUD losses of $69,689.

Brenda Duke and Douglas Cronin, former California Department of Housing and
Community Development (CHCD) Section 8 landlord and tenant, were each indicted
in U.S. District Court, Sacramento, CA, for theft of government property or making
false statements to HUD. Cronin and Duke allegedly failed to report their joint
residency in Cronin's CHCD subsidized unit and together obtained $68,837 in CHCD
housing assistance they were not entitled to receive.

Nancy Vu and her husband Chien Van Nguyen, former Anaheim Housing
Authority (AHA) Section 8 recipients, were each charged in Orange County Superior
Court, Santa Ana, CA, with grand theft and perjury. Vuand Nguyen allegedly failed to
disclose investment income on AHA certifications and together obtained more than
$66,000 in AHA housing assistance they were not entitled to receive.

Baneta Martin-Williams, a former Charlotte Housing Authority (CHA) Housing
Choice Voucher program participant, was arrested after her indictment in U.S.
District Court, Charlotte, NC, for theft of government funds and making false
statements to HUD. In addition, Kawanna Rucker and Sonya Douglas, former CHA
Housing Choice Voucher program participants, each pled guilty to making false
statements to HUD or theft of government funds. Martin-Williams allegedly and Rucker
and Douglas admittedly failed to report employment or income on CHA certifications
and collectively obtained $63,451 in CHA housing assistance they were not entitled to
receive.

Kim Johnson, Loretta Sullivan, and Lisa Foster, former Lake County Housing
Authority (LCHA) Section 8 tenants, each pled guilty in Lake County Circuit Court,
Chicago, IL, to forgery, theft, or state benefits fraud. Johnson was sentenced to 30
months probation and ordered to perform 100 hours of community service and pay
HUD $31,689 in restitution, Sullivan was sentenced to 30 days incarceration and 30
months probation and ordered to pay HUD $4,987 in restitution, and Foster was
sentenced to 30 months probation and ordered to perform 200 hours of community
service and pay HUD $26,000 in restitution. The above defendants failed to report
income on LCHA certifications and collectively obtained $62,676 in LCHA housing
assistance they were not entitled to receive.

Mercy Stringfield and Bing King, Housing Authority of the City of Los Angeles
(HACLA) Section 8 tenants, were each arrested and charged in Los Angeles County

HUD’s Public and Indian Housing Programs 51




Superior Court, Los Angeles, CA, with welfare fraud, perjury, grand theft, or making
false statements and representations. Stringfield allegedly used several aliases, and King
allegedly failed to report his undocumented immigrant status on HACLA certifications.
Together they obtained about $61,650 in HACLA housing assistance they were not
entitled to receive.

Latisha Green, Israel Bonilla Hernandez, and Lonnie Brown, former Las Vegas
Housing Authority (LVHA) Section 8 tenants, were each charged in Clark County
Justice Court, Las Vegas, NV, with theft by misrepresentation or possession of a
document to establish a false identity or status. From 2002 to 2007, Green, Hernandez,
and Brown allegedly failed to report income or actual household composition on LVHA
certifications and collectively obtained $58,765 in LVHA housing assistance they were
not entitled to receive.

Carla Francis, a City of Oceanside Housing and Neighborhood Services
Department (OHND) Section 8 tenant, was charged in San Diego County Superior
Court, San Diego, CA, with making false statements and grand theft. Francis allegedly
failed to report assets owned by household members on OHND certifications and
obtained $51,981 in OHND housing assistance she was not entitled to receive.
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Angela Mendieta, a Hawthorne Housing Authority (HHA) Section 8 tenant, pled
guilty in Los Angeles County Superior Court, Hawthorne, CA, to grand theft. Mendieta
was sentenced to 3 years probation and ordered to pay HHA restitution in an amount
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not yet determined. Mendieta failed to report employment or income on HHA
certifications and obtained more than $50,000 in HHA housing assistance she was not
entitled to receive.

Julie Delgado, Marie Lucero, and Flora Gallegos, Bernalillo County Housing
Authority (BCHA) Housing Choice Voucher program landlord or participants, were
each charged in Bernalillo County State Court, Albuquerque, NM, with fraud. Delgado,
her sister Lucero, and Gallegos allegedly failed to report familial relationships or
income on BCHA certifications and collectively obtained $49,287 in BCHA housing
assistance they were not entitled to receive.

Sima Noor, a Torrance City Housing Authority (TCHA) Housing Choice Voucher
program participant, was convicted in Los Angeles County Superior Court, Torrance,
CA, of attempting to file a false or forged instrument. Noor was sentenced to 5 years
probation and ordered to pay TCHA $27,034 in restitution. From 1992 to 2006, Noor
provided false information on TCHA applications and obtained more than $48,000 in
TCHA housing assistance she was not entitled to receive.

Pamela Jenkins, a former Hampton Redevelopment and Housing Authority (HRHA)
Section 8 tenant, pled guilty in Hampton Circuit Court, Hampton, VA, to welfare fraud
and making false statements to obtain public assistance. Jenkins was sentenced to 5
years probation and ordered to pay the Virginia Department of Social Services $16,468
in restitution. Jenkins failed to report the residency or income of her spouse on HRHA,
SSA, or Virginia Department of Social Services certifications and obtained about $43,000
in HRHA housing assistance and $21,220 in SSA and other benefits she was not entitled
to receive.

Charlene Philbrook, a former Malden Housing Authority (MHA) public housing
tenant, pled guilty in Malden District Court, Malden, MA, to larceny. Philbrook was
sentenced to 5 years probation and ordered to pay MHA $41,691 in restitution. From
September 2000 through September 2005, Philbrook failed to report income on MHA
certifications and obtained $41,691 in MHA housing assistance she was not entitled to
receive.

Aserine Blevins and Terry Ann Littlepage, former Cook County Housing Authority
(CCHA) Section 8 tenant and fictitious landlord, were each sentenced in U.S. District
Court, Chicago, IL, to 3 years probation and ordered to pay HUD $36,800, jointly and
severally, for their earlier guilty pleas to making false statements and theft of public
monies. Blevins was also ordered to serve 6 months home confinement. Blevins and
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Littlepage hid Blevins ownership interest in her CCHA subsidized property and
together obtained $36,800 in CCHA housing assistance they were not entitled to
receive. In addition, Eugene and Wilma Hardney, former CCHA Section 8 landlords
previously convicted of making false statements and barred from conducting business
with HUD, each pled guilty in Cook County Circuit Court to committing loan fraud,
deceptive practices, and theft. The Hardneys were sentenced to 2 and 4 years
incarceration, respectively. Eugene and Wilma Hardney provided false information
and documents to obtain conventional mortgages on two properties and then leased
the properties to CCHA Section 8 tenants and collected $4,000 in CCHA housing
assistance contract payments after one property went into foreclosure and became
lender owned. Collectively, the above defendants caused HUD losses of $40,800.

Blondine Wynn and La'Vine Reid, former Greenshoro Housing Authority (GHA)
Housing Choice Voucher program participants, were each sentenced in U.S. District
Court, Greensboro, NC, for their earlier guilty pleas to making false statements to HUD
or the U.S. Department of Health and Human Services. Wynn was sentenced to 5 years
probation and ordered to pay GHA $14,461 in restitution. Reid was sentenced to 2
days incarceration, 8 months home confinement, and 3 years supervised release and
ordered to pay GHA $26,145 in restitution. Wynn and Reid failed to report income or
accurate household composition on GHA certifications and together obtained more
than $40,000 in GHA housing assistance they were not entitled to receive. In addition,
Johnnie Mae Brooks, a former GHA Section 8 tenant sentenced for her earlier guilty
plea to false statements, was arrested after violating the terms of her probation.

Elaine Pritchett and Walter Melton, former Cleveland Metropolitan Housing
Authority (CMHA) Section 8 tenant and landlord, were each indicted in U.S. District
Court, Cleveland, OH, for theft. Pritchett allegedly failed to report her familial
relationship to Melton or her previous ownership interest in her CMHA subsidized
property on CMHA certifications, and Melton allegedly failed to report his familial
relationship to Pritchett or his prior criminal history. Collectively, the above
defendants allegedly obtained about $38,300 in CMHA housing assistance they were
not entitled to receive.

Rochelle Varner, a Cuyahoga Metropolitan Housing Authority (CMHA) Section 8
tenant, pled guilty in Cuyahoga County Court of Common Pleas, Cleveland, OH, to
securing writings by deception and tampering with records. Varner used the identity
of her minor child to obtain an ownership interest in real property, failed to report her
property ownership on CMHA certifications, and obtained $38,211 in CMHA housing
assistance she was not entitled to receive.
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Sharon Diggs and Antionette Smith, former Clark County Housing Authority
(CCHA) Section 8 tenants, were each charged in Clark County Justice Court, Las
Vegas, NV, with theft by misrepresentation. In addition, Youland Criggley, a former
CCHA Section 8 tenant, was sentenced in Clark County District Court to 12 months
incarceration (suspended) and 36 months probation and ordered to perform 20 hours
of community service per month (if not employed full time) and pay CCHA $11,881 in
restitution for her earlier guilty plea to fraudulently obtaining public assistance. Diggs
and Smith allegedly and Criggley admittedly failed to report income or actual
household composition on CCHA certifications. Collectively, the above defendants
obtained $38,145 in CCHA housing assistance they were not entitled to receive.

Darlyn Cooper, a former Santa Monica Housing Authority (SMHA) Housing Choice
Voucher program participant, pled guilty in Los Angeles Superior Court, Santa Monica,
CA, to grand theft. Cooper was sentenced to 2 years probation and ordered to
perform 60 days of community service and pay SMHA $13,027 in restitution. From
July 2005 through March 2006, Cooper failed to report income on SMHA
certifications and obtained $34,493 in SMHA housing assistance she was not entitled
to receive.

Erica Wren, Tiffany Miles, Connie Terrell, and Joy Parker-Stapleton, former
Kankakee Housing Authority (KHA) Section 8 tenants, were each charged in Kankakee
County Circuit Court, Kankakee, IL, with theft by deception. The above defendants
allegedly failed to report income on KHA certifications and collectively obtained $33,877
in KHA housing assistance they were not entitled to receive.

Emad Duar, a San Francisco Housing Authority (SFHA) Section 8 tenant, pled guilty
in U.S. District Court, San Francisco, CA, to theft of government funds. From
October 2001 through November 2003, Duar failed to report income on SFHA
certifications and obtained $33,000 in SFHA housing assistance he was not entitled to
receive.

Wilhermina Rodriguez, also known as Muriel Rodriguez, a former Portland
Housing Authority (PHA) Section 8 tenant, pled guilty in Cumberland County
Superior Court, Portland, ME, to theft by deception and making unsworn
falsifications. Rodriguez agreed to pay PHA $32,928 in restitution. Rodriguez failed to
report income on PHA and other certifications and obtained $32,928 in PHA housing
assistance and $44,461 in welfare and food stamp benefits she was not entitled to
receive.
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Jean Andrews, a Chester County Housing Authority (CCHA) public housing
tenant, was charged in Chester County Court of Common Pleas, Phoenixville, PA, with
theft by deception and unsworn falsifications. Andrews allegedly failed to report
income on CCHA certifications and obtained $32,591 in CCHA housing assistance she
was not entitled to receive.

As a result of "Operation Raincheck,” 59 Michigan State Housing Development
Authority or Lansing, Benton Harbor, Kalamazoo, Battle Creek, Holland, Eaton County,
or Dowagiac Housing Commission Section 8 tenants were each charged in their
respective County District Courts in Kalamazoo, Battle Creek, Benton Harbor, or
Lansing, MI, with larceny by conversion and false pretenses. The above defendants
allegedly failed to report income on housing certifications and collectively obtained
more than $30,000 in housing assistance they were not entitled to receive.

Laura Rivas, a former Housing Authority of the County of Santa Clara (HACSC)
Section 8 tenant, was charged in Santa Clara County Superior Court, San Jose, CA,
with grand theft. Rivas allegedly failed to report the unauthorized residency of her
spouse on HACSC certifications and obtained $29,127 in HACSC housing assistance
she was not entitled to receive.

Carolyn Brown, Maurice Bennett, and Bonny Morgan, Montgomery County
Housing Opportunities Commission (MHOC) Section 8 tenants, were each charged in
Montgomery County District Court, Silver Spring or Rockville, MD, with theft by
deception and making false statements. Brown, Bennett, and Morgan allegedly failed
to disclose the registered sex offender status of Bennett or another unauthorized
resident on MHOC certifications and collectively obtained $28,819 in MHOC housing
assistance they were not entitled to receive.

Alfred Filion, a former Schuylkill County Housing Authority (SCHA) Housing
Choice Voucher program participant, was indicted in U.S. District Court, Scranton,
PA, for making false statements. Filion allegedly failed to report his prior criminal
history or registered sex offender status on SCHA certifications and obtained $3,200
in SCHA housing assistance he was not entitled to receive. In addition, former SCHA
Housing Choice Voucher program participant Tarkita Reeves was sentenced to 3 years
probation and ordered to pay HUD $23,811 in restitution for her earlier guilty plea to
making false statements. Reeves failed to report an unauthorized resident on SCHA
certifications and obtained $23,811in SCHA housing assistance she was not entitled to
receive. Collectively, the above defendants caused HUD losses of $27,011.
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Dris Mitchell, a former Mississippi Regional Housing Authority (MRHA) Section 8
tenant and employee of the Mississippi Attorney General's Office, was sentenced in
U.S. District Court, Jackson, MS, to 36 months probation and ordered to pay HUD
$3,750 in restitution for her earlier guilty plea to filing a false claim. In addition, former
MRHA Section 8 tenant Denice Peters was sentenced to 10 months probation and
ordered to perform 40 hours community service and pay MRHA $23,106 in restitution
for her earlier guilty plea to making false statements. Mitchell and Peters failed to
report income on MRHA certifications and together obtained $26,865 in MRHA
housing assistance they were not entitled to receive.

Suezanne Bruce, a Boston Housing Authority (BHA) Section 8 tenant, was charged
in Roxbury District Court, Boston, MA, with larceny. Bruce allegedly failed to report
income on BHA certifications and obtained $26,382 in BHA housing assistance she was
not entitled to receive.

Michele Verrall, a former Butte Housing Authority (BHA) public housing tenant,
pled guilty in U.S. District Court, Missoula, MT, to making false statements to HUD.
From December 1998 to December 2005, Verrall failed to report income on BHA
certifications and obtained $26,000 in BHA housing assistance she was not entitled to
receive.

Serena Priddy, a former Maricopa County Housing Authority (MCHA) Section 8
tenant, was sentenced in Maricopa County Superior Court, Phoenix, AZ, to 36 months
probation and ordered to pay MCHA $25,620 in restitution for her earlier guilty plea
to attempted fraudulent schemes and practices. From March 2002 through April 2005,
Priddy failed to report income on MCHA certifications and obtained $25,620 in MCHA
housing assistance she was not entitled to receive.

Antonio Carter, a Seattle Housing Authority (SHA) public housing tenant, was
charged in King County Superior Court, Seattle, WA, with theft. Carter allegedly failed
to report income on SHA certifications and obtained about $25,000 in SHA housing
assistance he was not entitled to receive.

Kynia Morris, a former North Las Vegas Housing Authority (NLVHA) Section 8
tenant, was sentenced in Clark County District Court, Las Vegas, NV, to 12 months
incarceration (suspended) and 3 years probation and ordered to perform 20 hours of
community service and pay NLVHA and Nevada Welfare $26,017 in restitution for her
previous conviction for attempted theft. From 2003 to 2006, Morris failed to report
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income or accurate household composition on NLVHA certifications or other
documents and obtained $22,762 in NLVHA housing assistance and $4,255 in welfare
benefits she was not entitled to receive.

Abbie Richardson, a Tri County Community Council (TCCC) Section 8 tenant,
was sentenced in U.S. District Court, Pensacola, FL, to 5 years probation and ordered
to pay HUD $21,101 in restitution for her earlier guilty plea to theft of government
funds. Richardson failed to report income on TCCC certifications and obtained $21,101
in TCCC housing assistance she was not entitled to receive.

Krista James, a former Davis County Housing Authority (DCHA) Housing Choice
Voucher program participant, pled guilty in Utah State Court, Farmington, UT, to
fraudulently obtaining housing benefits. James was sentenced to 36 months probation
and ordered to pay HUD $15,817 in restitution. In addition, former DCHA Housing
Choice Voucher program participant Mckenzie Davis was sentenced to 36 months
probation and ordered to perform 50 hours community service and pay HUD $4,818 in
restitution for her earlier guilty plea to fraudulently obtaining housing benefits. James
failed to report an unauthorized resident, and Davis failed to report a registered sex
offender residing in their DCHA subsidized units. Together they obtained $20,635 in
DCHA housing assistance they were not entitled to receive.

Shannon French, a former Richland Housing Authority (RHA) Section 8 tenant,
was charged in Benton County Superior Court, Pasco, WA, with theft. From
September 2000 to September 2005, French allegedly failed to report income or
actual household composition on RHA certifications and obtained $20,256 in RHA
housing assistance she was not entitled to receive.

Shari Hunter, a former Fayette County Housing Authority (FCHA) Section 8
tenant, pled guilty in Fayette County Court, Connersville, IN, to welfare fraud. Hunter
was sentenced to two concurrent terms of 8 years incarceration (suspended) and 4
years probation and ordered to pay FCHA $19,997 in restitution. Hunter failed to
report income or her actual marital status on FCHA certifications and obtained $19,997
in FCHA housing assistance she was not entitled to receive.

Teresa Pearson, a former Montgomery County Housing Authority (MCHA)
Housing Choice Voucher program participant, was sentenced in U.S. District Court,
Philadelphia, PA, to 5 years probation and ordered to pay MCHA $19,606 in
restitution for her previous conviction of making false statements to HUD. Pearson
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failed to report employment or income on MCHA certifications and obtained $19,606
in MCHA housing assistance she was not entitled to receive.

Elaine Close, a Johnstown Housing Authority (JHA) Section 8 tenant, was
indicted in U.S. District Court, Johnstown, PA, for making false statements.
From 2003 to 2005, Close allegedly failed to report income on JHA certifications
and obtained more than $18,000 in JHA housing assistance she was not entitled
to receive.

Wilhemenia Jefferson, a former Bucks County Housing Authority (BCHA)
Housing Choice Voucher program participant, was convicted in Bucks County Court
of Common Pleas, Doylestown, PA, of theft by deception and receiving stolen
property. Jefferson was sentenced to 36 months probation and ordered to pay BCHA
$17,406 in restitution. From 2001 to 2006, Jefferson omitted income on BCHA
certifications and obtained $17,406 in BCHA housing assistance she was not entitled to
receive.
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others. Collectively, Shier and Farnham obtained about $17,000 in THC housing
assistance they were not entitled to receive.

Nancy Savitch, a former Fall River Housing Authority (FRHA) Section 8 tenant,
was sentenced in U.S. District Court, Boston, MA, to 3 years probation and ordered to
pay HUD $16,411 and SSA $39,956 in restitution for her earlier guilty plea to theft of
government funds and SSA fraud. Savitch failed to report income on FRHA and SSA
certifications and obtained $16,411 in FRHA housing assistance and $39,956 in SSA
benefits she was not entitled to receive.

Luzcelenia Watson and Kristal Allen, former Worcester Housing Authority (WHA)
Section 8 tenant and landlord, each pled guilty in Worcester District Court,
Worcester, MA, to conspiracy and making false claims or larceny over $250. Watson
was sentenced to 12 months probation and ordered to pay WHA $3,500 in restitution.
Allen was sentenced to 5 years probation and ordered to pay WHA $9,000 in
restitution. Watson, while receiving WHA Section 8 housing assistance, obtained an
ownership interest ina WHA subsidized property and, in conjunction with the former
owner, concealed her property ownership and failed to report rental income on WHA
certifications. Allen failed to report income on WHA certifications and obtained $9,000
in WHA housing assistance she was not entitled to receive. Collectively, the above
defendants caused HUD losses of $16,070.

Jesenia Sosa, a City of Buenaventura Housing Authority (CBHA) Housing Choice
Voucher program participant, was arrested and charged in Ventura County Superior
Court, Ventura, CA, with grand theft and welfare fraud. Sosa allegedly failed to report
income or an unauthorized resident on CBHA certifications and obtained $16,044 in
CBHA housing assistance she was not entitled to receive.

Dawn Maniscalco, a former Belmont Shelters Corporation (BSC) Housing Choice
Voucher program participant, was sentenced in U.S. District Court, Buffalo, NY, to 3
years probation and ordered to pay HUD $15,898 in restitution for her earlier guilty
plea to making false entries involving HUD transactions. Maniscalco failed to report
income on BSC certifications and obtained $15,898 in BSC housing assistance she was
not entitled to receive.

Chantira Watkins, a former DuPage Housing Authority (DHA) Section 8 tenant,
pled guilty in DuPage County Circuit Court, DuPage, IL, to attempted forgery. Watkins
was sentenced to 24 months probation and ordered to pay HUD $13,700 in restitution.
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Watkins failed to report income on DHA certifications and obtained $15,718 in DHA
housing assistance she was not entitled to receive.

Tirania Swann, a Baltimore City Housing Authority (BCHA) public housing
tenant, was charged in Baltimore Circuit Court, Baltimore, MD, with theft. Swann
allegedly failed to report income or assets on BCHA certifications and obtained $15,528
in BCHA housing assistance she was not entitled to receive.

Joseph and Jasmine Landrin, former Massachusetts Department of Housing and
Community Development (DHCD) landlords, were each charged in Gardner District
Court, Gardner, MA, with larceny over $250 by false pretense and making false claims
toagovernment agency. From August 2005 to August 2006, Joseph and Jasmine Landrin
allegedly concealed their familial relationship to the DHCD Section 8 tenant leasing
their property and obtained $14,666 in DHCD housing contract payments they were
not entitled to receive.

Philomina Shalo, a former Olathe Housing Authority (OHA) Section 8 tenant, pled
guilty in Johnson County District Court, Olathe, KS, to stealing. Shalo was sentenced
to 180 days confinement and 12 months probation and ordered to pay HUD $2,439 in
restitution. Shalo failed to report income on OHA certifications and obtained $13,738
in OHA housing assistance she was not entitled to receive.

Bunnie Light, a former Rural Resources Community Action (RRCA) Section 8
tenant, was charged in Stevens County Superior Court, Colville, WA, with theft.
Michael Bouchard, a fictitious RRCA Section 8 landlord, pled guilty to theft and was
sentenced to 12 months incarceration and ordered to pay RRCA $1,000 in restitution.
From April 2004 to May 2005, Light allegedly failed to report income or Bouchard's
residency in her RRCA subsidized unit, and Bouchard fraudulently claimed he was a
landlord of Light's RRCA subsidized property and hid his relationship to and residency
in her RRCA subsidized unit. Collectively, Light and Bouchard obtained $13,602 in
RRCA housing assistance they were not entitled to receive.

Samantha Boyd, a former Maryland Department of Housing and Community
Development (MHCD) Housing Choice Voucher program participant, was charged in
Maryland District Court, Salisbury, MD, with theft by deception and making false
statements. Boyd allegedly failed to report employment or income on MHCD
certifications and obtained $13,085 in MHCD housing assistance she was not entitled
to receive.
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Linda Hill and Lewis Lacy, former Fluvanna-Louissa Housing Foundation (FLHF)
Section 8 tenant and landlord, each pled guilty in Fluvanna County Circuit Court,
Fluvanna County, VA, to welfare fraud. Hill and Lacy were each sentenced to 5 years
incarceration (suspended) and ordered to pay FLHF $12,994 in restitution. Hill and
Lacy failed to report their joint residency on FLHF certifications and together obtained
$12,994 in FLHF housing assistance they were not entitled to receive.

Michelle Legette, a former Housing Authority of Winston Salem (HAWS) Section
8 tenant and Forsyth County detention officer, was arrested after her indictment in
U.S. District Court, Greensboro, NC, for making false statements to HUD and theft of
government funds. From March 2005 to August 2006, Legette allegedly failed to
report income on HAWS certifications and obtained $11,880 in HAWS housing
assistance she was not entitled to receive.

Freddie Maestes, a Taos County Housing Authority (TCHA) Section 8 tenant, pled
guilty in Taos County State Court, Taos, NM, to failure to disclose facts to obtain
public assistance. Maestes was sentenced to 3 years deferred adjudication and
supervised probation. From August 2003 to August 2004, Maestes and his previously
convicted wife, Patricia Maestes, failed to report income on TCHA certifications and
together obtained $11,718 in TCHA housing assistance they were not entitled to
receive.

Charlotte Washington, a former Alexandria Housing Authority (AHA) Section 8
tenant, was sentenced in U.S. District Court, Lafayette, LA, to 3 years probation, fined
$1,000, and ordered to perform 100 hours of community service and pay AHA $7,952
in restitution for her earlier guilty plea to making false statements. Washington failed
to report income on AHA certifications and obtained $11,664 in AHA housing
assistance she was not entitled to receive.

Toy Cook, a Sacramento Housing and Redevelopment Agency (SHRA) Housing
Choice Voucher program participant, pled nolo contendre in Sacramento County
Superior Court, Sacramento, CA, to violating welfare and institutional codes. In
addition, La Mica Barnett, a former unauthorized resident in a SHRA subsidized unit,
was sentenced to 365 days incarceration and 5 years probation and ordered to pay HUD
$12,541 in restitution for her earlier nolo contendre plea to grand theft and welfare fraud.
Cook allegedly failed to report income, and Barnett allegedly failed to report her
unauthorized residency or the authorized tenant's abandonment of the SHRA
subsidized unit on SHRA certifications. Together they obtained about $16,220in SHRA
housing assistance they were not entitled to receive.
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Gail Bush, a former Area Housing Authority of the County of Ventura (AHACV)
Housing Choice Voucher program participant, was sentenced in Ventura County
Superior Court, Thousand Oaks, CA, to 5 months incarceration and 36 months
supervised release and ordered to pay AHACV $10,587 in restitution for her earlier
guilty plea to grand theft and perjury. From June 2002 to February 2003, Bush
reported false income amounts on AHACV certifications and obtained $10,587 in
AHACYV housing assistance she was not entitled to receive.

Nichole Harrison and Tina Schavers, former Pomona Housing Authority (PHA)
Section 8 tenants, were each sentenced in Los Angeles County Superior Court, Pomona,
CA, for their earlier guilty pleas to making false statements, grand theft, or welfare
fraud. Harrison was sentenced to 3 months incarceration and 36 months probation
and ordered to pay PHA $200 in restitution. Schavers was sentenced to 3 years
probation and ordered to perform 30 days community service and pay PHA $7,630 in
restitution. Harrison and Schavers omitted income or accurate household
compositions on PHA certifications and together obtained $10,438 in PHA housing
assistance they were not entitled to receive.

Michelle Palardy, a Southern Middlesex Opportunity Council (SMOC) Section 8
tenant, was charged in Middlesex District Court, Framingham, MA, with larceny and
forgery. Palardy allegedly failed to report income on SMOC and SSA certifications and
obtained $10,007 in SMOC housing assistance and $6,125 in SSA benefits she was not
entitled to receive.

Kathy Frazier, a former Richmond Redevelopment and Housing Authority (RRHA)
public housing tenant, pled guilty in Richmond Circuit Court, Richmond, VA, to petit
larceny. Frazier was sentenced to 5 years probation and ordered to pay RRHA $9,352
in restitution. Frazier failed to report income on RRHA certifications and obtained
more than $9,352 in RRHA housing assistance she was not entitled to receive.

Bernadette Wagner, a former Emmons County Housing Authority (ECHA) public
housing tenant, pled guilty in U.S. District Court, Bismarck, ND, to making false
statements to HUD. From November 1993 to September 2005, Wagner failed to
report income on ECHA certifications and obtained $9,000 in ECHA housing
assistance she was not entitled to receive.

Harold and Donna Owen, former Brunswick Housing Authority (BHA) Section 8
tenants, were each charged in Cumberland County Superior Court, Portland, ME, with
theft. From June 2001 through March 2005, Harold and Donna Owen allegedly failed
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to report welfare benefits on BHA certifications and together obtained $7,257 in BHA
housing assistance they were not entitled to receive.

William Foster, Jr., an authorized aide for a former Kentucky Housing Corporation
(KHC) Section 8 tenant, now deceased, pled guilty in U.S. District Court, Louisville,
KY, to wire fraud. From June 2004 to June 2005, Foster claimed the deceased KHC
Section 8 tenant on KHC certifications and obtained $7,196 in KHC housing assistance
he was not entitled to receive.

Candy McCourt, a former Salina Housing Authority (SHA) public housing tenant,
was charged in Salina County Court, Salina, KS, with making false statements and theft.
McCourt allegedly failed to report an unauthorized resident or the resident's income
on SHA certifications and obtained $7,129 in SHA housing assistance she was not
entitled to receive.

Teresa Reid, a former Franklin Housing Authority (FHA) employee and Section 8
tenant, pled guilty in Virginia Circuit Court, Franklin, VA, to forging a public record.
Reid was sentenced to 5 years incarceration (suspended) and 5 years probation and
ordered to pay FHA $4,918 in restitution. Reid omitted income on FHA certifications
and then fraudulently recertified herself and obtained more than $7,000 in FHA
housing assistance she was not entitled to receive.

Kristie and Dale Weinand, former Minot Housing Authority (MHA) Section 8
tenants, were each sentenced in U.S. District Court, Bismarck, ND, to 36 months
probation and ordered to pay HUD $2,000 in restitution, jointly and severally, for their
earlier guilty pleas to making false statements to HUD. Kristie and Dale Weinand failed
to report income on MHA certifications and together obtained $6,826 in MHA
housing assistance they were not entitled to receive.

Tamicka Janigan, a former Auburn Housing Authority (AHA) Section 8 tenant, was
charged in Lee County Court, Auburn, AL, with intentionally obtaining by deception
services known by her to be available only for compensation. Janigan allegedly failed to
report income on AHA certifications and obtained $3,924 in AHA housing assistance
she was not entitled to receive.

Mehdi Ghaemi, owner of Arborz Real Estate Company, and Hamidullah Sarwary, a
former Littleton Housing Authority (LHA) Section 8 tenant, each pled guilty in
Colorado State District Court, Englewood, CO, to fraudulently obtaining housing
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benefits. Ghaemi was sentenced to 24 months deferred adjudication and ordered to
pay LHA $3,760 in restitution. Sarwary was sentenced to 24 months probation and
ordered to perform 96 hours of community service and pay LHA $3,760 in restitution,
jointly and severally with Ghaemi. Ghaemi assisted Sarwary in hiding his property
ownership from LHA, and Sarwary failed to report his property ownership on LHA
certifications and obtained $3,760 in LHA housing assistance he was not entitled to
receive.

Mary Lesher, a former Atchison Housing Authority (AHA) Housing Choice Voucher
program participant, pled guilty in Atchison County Court, Atchison, KS, to theft.
Lesher was ordered to pay AHA $3,242 in restitution. From July 2005 to October
2006, Lesher failed to report income on AHA certifications and obtained $3,242 in
AHA housing assistance she was not entitled to receive.

Gloria Dutton, a former Augusta Housing Authority (AHA) Section 8 tenant, pled
guilty in Kennebec County Superior Court, Augusta, ME, to theft by deception. Dutton
failed to report her ownership interest in her AHA subsidized property and obtained
$3,028 in AHA housing assistance she was not entitled to receive.

Maria Mireles, a former Harlingen Housing Authority (HHA) low-rent tenant, was
sentenced in Cameron County State Court, Harlingen, TX, to 12 months probation
and ordered to perform 125 hours of community service and pay HHA $2,062 in
restitution for her earlier guilty plea to committing fraud. Mireles failed to report
income on HHA certifications and obtained $2,062 in HHA housing assistance she was
not entitled to receive.

Dondi Morrell, a former Enfield Housing Authority (EHA) Section 8 tenant, was
arrested and charged in Superior Court, Enfield, CT, with committing forgery and
larceny. Morrell allegedly altered and negotiated an EHA check and obtained $2,286 in
EHA funds she was not entitled to receive.

Felix Ortiz-Garcia, a Harrisburg Housing Authority (HHA) public housing tenant,
was indicted in U.S. District Court, Harrisburg, PA, for the sale and distribution of
narcotics, making false statements, and possession of a firearm. Ortiz-Garcia and
others allegedly distributed heroin and other illegal narcotics from his HHA public
housing unit, caused the drug-overdose deaths of four individuals, and failed to report
either his drug trafficking operation or income on HHA certifications. HUD losses are
not yet determined.
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Wesley Thompson, a former Auburn Housing Authority (AHA) Section 8 tenant
previously indicted in U.S. District Court, Portland, ME, for theft of public funds and
fraud against both HUD and SSA, was ordered to refrain from contacting a government
witness who testified against him in an ongoing criminal matter.

Fed Rent Initiative

Constituting its primary appropriated activity, HUD's housing assistance programs
served more than 4.8 million households and expended more than $24 billion in fiscal
year 2003. Recent studies indicate that an estimated 60 percent of all subsidized
housing rents are miscalculated, and approximately $3.2 billion in erroneous payments
and $2 billion in net annual subsidy overpayments are a result of both errors in
program administration and tenants underreporting income.

In an effort to combat administrative and tenant subsidy overpayments, HUD and
HUD OIG commenced "Operation FedRent," a joint effort to address rental assistance
fraud in HUD's public or Section 8 and Housing Choice Voucher programs by Federal
employees. Operation FedRent compares HUD tenant information to Federal employee
and retiree data maintained by the U.S. Office of Personnel Management. After the
comparison, an income eligibility determination is made and Social Security numbers
for family members six years of age and older are verified. If a discrepancy exists, an
investigation is opened, and appropriate administrative or legal actions are initiated to
collect any overpaid housing assistance. Results of Operation FedRent during this
semiannual reporting period are described below.

Lauton Joshua, a U.S. Army employee, and her grandmother Helen Lowe, former
San Francisco Housing Authority (SFHA) Section 8 tenant and landlord, were each
indicted in U.S. District Court, San Francisco, CA, for mail fraud. Joshua and Lowe
allegedly failed to report employment, income, assets or their familial relationship on
SFHA certifications and obtained about $127,000 in SFHA housing assistance they were
not entitled to receive.

Sahia Seaman, a U.S. Postal Service (USPS) employee and former Charlotte
Housing Authority (CHA) Housing Choice Voucher program participant, was arrested
after her indictment in U.S. District Court, Charlotte, NC, for making false statements
and theft of government funds. In addition, Temeria Alexander, Lavoris Mclver, and
Victoria Walker, also USPS employees and former CHA Housing Choice Voucher
program participants, each pled guilty to making false statements or theft of govern-
ment funds. Seaman allegedly and Alexander, Mclver, and Walker admittedly failed to
report employment or income on CHA certifications and collectively obtained $72,249
in CHA housing assistance they were not entitled to receive.
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Marjorie Chatman, an SSA employee and former Richmond Housing Authority
(RHA) Section 8 tenant, pled guilty in U.S. District Court, Oakland, CA, to theft of
government funds. From April 1997 through November 2006, Chatman failed to
report income on RHA certifications and obtained $64,000 in RHA housing assistance
she was not entitled to receive.

Chanel Brown, Towanda Good, Darlene Thomas, and Erica Anthony, SSA or
Department of Veterans Affairs employees and Baltimore City Housing Authority
(BCHA) Housing Choice Voucher program participants, were each charged or pled
guilty in Maryland State Court, Baltimore, MD. Brown and Good were charged with
theft, and Thomas and Anthony each pled guilty to theft. Thomas was sentenced to 3
years supervised probation, and Thomas and Anthony were collectively ordered to pay
BCHA $13,128 in restitution. Brown and Good allegedly and Thomas and Anthony
admittedly failed to report income on BCHA certifications and collectively obtained
$61,147 in BCHA housing assistance they were not entitled to receive.

Ramona Cushenberry, a U.S. Department of Homeland Security employee and
Housing Authority of the County of Los Angeles (HACOLA) Section 8 tenant, was
indicted in U.S. District Court, Los Angeles, CA, for making false statements.
Cushenberry allegedly failed to report income or disability benefits on HACOLA
certifications and obtained about $25,000 in HACOLA housing assistance she was not
entitled to receive.

Audrey Boyd, a USPS employee and Baltimore County Housing Authority (BCHA)
Housing Choice Voucher program participant, pled guilty in Maryland Circuit Court,
Baltimore, MD, to theft. Boyd was sentenced to 5 years probation and ordered to pay
BCHA $24,382 in restitution. Boyd failed to report employment or income on BCHA
certifications and obtained $24,382 in BCHA housing assistance she was not entitled
to receive.

Shellette Jackson, a U.S. Department of State employee and former Washington,
DC, Housing Authority (DCHA) Section 8 tenant, pled guilty in U.S. District Court,
Washington, DC, to making false claims and fraudulently obtaining public assistance.
Jackson failed to report income on DCHA and DC Department of Human Services
certifications and obtained $22,705 in DCHA housing assistance and $27,679 in
Medicaid, food stamps, and other benefits she was not entitled to receive.
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Denise Mayes, a USPS employee and former Detroit Housing Commission (DHC)
Section 8 tenant, entered into a pretrial diversion agreement in U.S. District Court,
Detroit, MI, and agreed to pay HUD $19,356 in restitution. Mayes failed to report
income on DHC certifications and obtained $19,356 in DHC housing assistance she was
not entitled to receive.

Andres DeZubiria, a Transportation Security Administration security screener and
former Seattle Housing Authority (SHA) public housing tenant, was charged in King
County Superior Court, Seattle, WA, with theft. DeZubiria allegedly failed to report
income on SHA certifications and obtained $16,242 in SHA housing assistance he was
not entitled to receive.

Judy Bell, a USPS employee and former Greensboro Housing Authority (GHA)
Housing Choice Voucher program participant, was sentenced in U.S. District Court,
Greensboro, NC, to 3 years supervised probation and ordered to pay GHA $10,659 in
restitution for her earlier guilty plea to making false statements to HUD. Bell failed to
report income on GHA certifications and obtained more than $10,000 in GHA housing
assistance she was not entitled to receive.

Shavonne Coleman-Modest, an Internal Revenue Service employee and former
Michigan State Housing Development Authority (MSHDA) Section 8 tenant, entered
into a pretrial diversion agreement filed in U.S. District Court, Detroit, MI. She agreed
to perform 40 hours of community service and pay HUD $8,498 in restitution.
Coleman-Modest failed to report income on MSHDA certifications and obtained $8,498
in MSHDA housing assistance she was not entitled to receive.

Marietta Sims, a USPS employee and former Houston Housing Authority (HHA)
Section 8 tenant, was sentenced in 174th District Court, Houston, TX, to 5 years
deferred adjudication and ordered to pay HUD $3,957 and the U.S. Department of
Health and Human Services $1,116 in restitution for her earlier guilty plea to theft. Sims
failed to report employment or income on HHA certifications and obtained $5,073 in
HHA housing assistance and $1,463 in food stamp benefits she was not entitled to
receive.

Fugitive Felon Initiatives

Enacted into law in 1996, Section 903 of Public Law 104-193, "Elimination of
Housing Assistance with Respect to Fugitive Felons and Probation and Parole
Violators," allows for the termination of housing subsidies for public or assisted
housing tenants who flee to avoid prosecution, avoid confinement after conviction of a
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felony, or violate conditions of their parole or probation. The law also authorizes
Federal, State, and local law enforcement agencies to exchange information and
perform data matches.

OIG supports a Fugitive Felon Initiative (FFI) by matching HUD
housing assistance information with crime data from the National Crime
Information Center, U.S. Marshals Service (USMS), and other participating
law enforcement data banks. In addition, OIG special agents actively
participate in the USMS "Operation FALCON;," a joint Federal, State, city, and
county law enforcement effort to locate and apprehend fugitive felons wanted
for violent crimes. Conducted in most major cities throughout the United
States and its territories, Operation FALCON places a strong emphasis on
apprehending fugitive felons involved in gangs, homicides, sexual assaults,
or crimes against the elderly and children. Since the inception of OIG's
FFI, hundreds of cases have been opened and closed resulting in more
than 8,092 arrests. OIG strongly supports Operation FALCON in an effort
to make HUD public and assisted housing safe places for families to live.
FFI results during this semiannual reporting period are described below.

HUD OIG participated in Operation FALCON IV, a USMS action
initiated to identify, locate, and apprehend violent fugitives, including those
charged with sex crimes, in Essex and Hudson Counties, NJ; Dallas, TX; Kansas
City, KS; and Kansas City, MO. As a result, 676 individuals were arrested
on outstanding felony warrants, 64 of whom resided in HUD-assisted housing.

Staniford Griswold was indicted in U.S. District Court, Kansas City, MO,
for assaulting a Federal officer and unlawful transportation of a firearm.
Griswold allegedly assaulted a HUD OIG special agent during Operation
FALCONIV.

Todd Jefferson, Gene Stone, Robert Castello, and Jose Santos, public housing
or Section 8 tenants at Bayonne, Union County, North Bergen, or Weehawken
Housing Authorities, were each arrested in Hudson County, NJ, on outstanding
State or local warrants issued for burglary, domestic violence, or parole violations.

Jeffrey Brooks, an unauthorized resident in a Housing Authority of New
Orleans (HANO) subsidized unit, was arrested in New Orleans, LA, on an outstanding
felony warrant for simple battery.
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Other Fraud/Crimes

Douglas and Cassandra Williams, doing business as WET National Relocation
Services, each pled guilty in Clark County District Court, Las Vegas, NV, to theft or
conspiracy to commit theft. From July 2006 through January 2007, Douglas and
Cassandra Williams created and sold fraudulent Section 8 vouchers to numerous
victims, and then Douglas Williams, a former Las Vegas Housing Authority inspector,
conducted unauthorized inspections to further their scheme.

Rex Wetzel, a Blackfeet Housing Authority (BHA) homeownership program
participant, pled guilty in U.S. District Court, Great Falls, MT, to theft. Wetzel
obtained $12,000 from BHA to use as a downpayment on the purchase a home, but
instead of purchasing the property, Wetzel forged the seller's signature, negotiated
the check, and used the BHA funds for personal expenditures.

Phyllis Moor, the former Lakeland Housing Authority (LHA) land acquisition
director, pled guilty in the Tenth Judicial Circuit Court, Bartow, FL, to making false
statements. Moor was sentenced to 12 months probation and ordered to perform 100
hours of community service. Moor concealed her criminal history and falsified her LHA
employment application to obtain LHA employment.

70 HUD’s Public and Indian Housing Programs



Chapter 3

HUD’s Multifamily
Housing Programs



In addition to multifamily housing developments with U.S. Department of Housing
and Urban Development (HUD)-held or HUD-insured mortgages, the Department
owns multifamily projects acquired through defaulted mortgages, subsidizes rents for
low-income households, finances the construction or rehabilitation of rental housing,
and provides support services for the elderly and handicapped.

Audits

Strategic Initiative 2: Contribute to the Reduction of Erroneous
Payments in Rental Assistance

Key program results Questioned costs Funds put to better use
Audit 12 Audits $9,743,360 $31,671,293
Our page73 - Project-Based Section 8 Contract Administrators
s page 74 - Multifamily Accelerated Processing Procedures
page 74 - Owner and Management Agent Operations
page 77 - HUD Mortgage Insurance Program
A Look Back for the Year
Chart 4.1: Percentage of OIG Multifamily Housing Audit Reports,
Performed FY 07
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Project-Based Section 8 Contract Administrators

The HUD Office of Inspector General (OIG) reviewed HUD's payments to project-
based Section 8 contract administrators relating to three incentive-based performance
standards. The audit objectives were to determine whether HUD (1) acted
appropriately when it allowed contract administrators to bill for tasks for which HUD
no longer required activity, (2) had adequate procedures in place to ensure that
Federal advances made for housing assistance payments were invested in interest-
bearing accounts, and (3) had adequate procedures in place to recover interest earned
on Federal advances.

HUD paid contract administrators $27.2 million during fiscal year 2006 for work
that HUD had eliminated, but which was still included in the contracts. Additionally,
HUD did not ensure that housing assistance payment advances were kept in
interest-bearing accounts, resulting in more than $54,000 in interest not earned, and
did not recover almost $133,000 in interest earned on advances kept in interest-
bearing accounts.

OIG recommended that HUD (1) revise the annual contributions contract when
renewing contracts so that it properly reflects the work required to be performed,
(2) include in the revised annual contributions contract a method for adjusting fees
when HUD modifications change or eliminate work for which contract administrators
are specifically paid, (3) develop and implement procedures for monitoring the use of
interest-bearing accounts, (4) ensure that contract administrators are told that they
are still required to use an interest-bearing account when HUD waives the contract
requirement for use of a depository agreement, and (5) develop and implement
procedures to recover interest earned on housing assistance payment advances. (Audit
Report: 2007-SE-0001)

HUD OIG audited the Trumbull Metropolitan Housing Authority's, Warren, OH,
project-based Section 8 housing assistance activities with its related nonprofit
organizations.

The Warren Housing Development Corporation, a nonprofit entity created by the
Authority, received more than $2.2 million in housing assistance payments from July I,
2005, through February 28, 2007, contrary to HUD's requirements. The Corporation
was created in May 1977 as a nonprofit instrumentality of the Authority. However, it
revised its articles of incorporation in June 2005 and was no longer an instrumentality
of the Authority. According to HUD's regulations, the project must be owned by a
public housing agency (instrumentality) throughout the term of the housing assistance
payments contract. The Authority revised the Corporation's articles of incorporation
on March 13, 2007, to reinstate the Corporation as an instrumentality of the Authority.

OIG recommended that HUD require the Authority to implement procedures and
controls to ensure that it follows HUD's requirements regarding Section 8 housing
assistance payments to its instrumentality. (Audit Report: 2007-CH-1007)
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Multifamily Accelerated Processing Procedures

OIG audited Capmark Finance, Inc.'s underwriting and processing of the mortgage
loan for Asbury Square Apartments, located in Tulsa, OK, to determine whether
Capmark followed multifamily accelerated processing (MAP) and HUD requirements
when underwriting and processing the Asbury loan.

Capmark misrepresented Asbury's financial and physical situation to HUD in its
underwriting narrative. Further, it did not exercise the amount of due diligence
required to support its recommendation for HUD endorsement. The Asbury
mortgage loan, as recommended by Capmark, did not provide enough funds to restore
the project to a financially viable condition. While Capmark complied with most MAP
requirements when underwriting the loan, its underwriting narrative lacked material
financial information and analysis. In addition, Capmark did not perform its property
site inspection in keeping with MAP requirements. As a result, Asbury defaulted on
the loan before final closing, causing HUD a possible loss of more than $5.9 million.

OIG recommended that HUD (1) refer Capmark to the Mortgagee Review Board
for appropriate action and (2) establish a MAP Lender Review Board that would
address and resolve violations by Capmark, which could cause losses exceeding $5.9
million to HUD's Federal Housing Administration (FHA) insurance fund, and
deficiencies in Capmark's quality control plan. (Audit Report: 2007-FW-1011)

HUD OIG reviewed HUD's MAP procedures to determine how effectively HUD
has implemented processes for reviewing and monitoring MAP lenders' underwriting
of loans.

MAP is an effective way of processing multifamily mortgage insurance applications.
HUD has maintained a careful balance between expedited processing and ensuring an
acceptable level of risk for its mortgage insurance programs. However, it has not
processed MAP applications within established timeframes, and the MAP Guide is not
current.

OIG recommended that HUD examine the MAP processing timeframes to
determine what practical improvements