


Profile of Performance

Audit Profile of Performance

for the period, October 1, 2006, through March 31, 2007

Results

Recommendations That Funds Be Put to Better Use
Recommended Questioned Costs
Collections from Audits

Administrative Sanctions

$755,037,441
$18,987,476
$14,535,322
6

Investigation Profile of Performance
for the period, October 1, 2006, through March 31, 2007

Results
Funds Put to Better Use $42.225372
Recoveries/Receivables $190,176,284
Indictments/Informations 694
Convictions/Pleas/Pretrial Diversions 562
Civil Actions 31
Administrative Sanctions' 1,050
Personnel Actions 24
Arrests? L7
Search Warrants 30
Weapons Seized 7
Subpoenas Issued 433
Hotline Profile of Performance

for the period, October 1, 2006, through March 31, 2007
Results
Funds Put to Better Use $2,516,206
Recoveries/Receivables $179,820

! 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

Itis with pride that I present the U.S. Department
of Housing and Urban Development (HUD), Office
of Inspector General (OIG), Semiannual Report that
outlines OIG's activities for the first half of fiscal year
2007.

HUD OIG provides constant oversight of the
administration of HUD programs through audits of
HUD's financial statements and internal control
reviews. In addition, OIG is a strong deterrent
through its criminal and administrative investigations
of white-collar crime and program abuse. OIG actively
pursues these efforts, finding partners in its drive to
uncover housing-related crimes in public housing and
HUD's economic development programs.

During the past 6 months, HUD OIG has partnered with the U.S. Department of
Justice (DOJ) on the National Procurement Fraud Task Force, the purpose of which is
to promote the early detection, prevention, and prosecution of procurement fraud
associated with government programs. In addition, OIG is participating in the DOJ
Public Housing Safety Initiative (PHSI), a crime prevention and community
development effort designed to assist in the investigation, prosecution, and prevention
of violent crimes and drug offenses in public housing. OIG is actively participating in
10 major PHSI sites across the country. A recent PHSI initiative in the Dallas/Ft. Worth
area netted 69 arrests, 36 administrative actions, and $592,992 in funds put to better
use.

HUD OIG continues to check the crime of Section 8 rental subsidy fraud. A recent
action in New York City, '‘Operation Heat 2," conducted by OIG in cooperation with
the New York City Housing Authority, led to the arrest of 30 individuals charged with
defrauding the Section 8 program of more than $1.2 million in housing subsidies.

HUD OIG has been a strong voice for strengthening the integration of the Federal
Housing Administration's financial management systems to the enhance lender
accountability and effectively deal with program abusers.

The destruction and aftermath of Hurricanes Katrina, Wilma, and Rita continue to
be a focus and challenge for HUD OIG. To deal with the enormous task of enforcement
and oversight, OIG has established a new, discrete regional office, headquartered in
New Orleans, LA. OIG audit, investigative, and inspections staff provide a continuing
and comprehensive review of the expenditure of funds and their administration. Weekly
Gulf Coast newspapers herald arrests and convictions of those who would seek to
defraud the government.
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HUD OIG's major accomplishments for this period are highlighted in this report.
During the 6-month reporting period, audit reports related to the single-family housing,
public and indian housing, multifamily housing and community planning and
development program areas questioned more than $18.7 million in costs and made
$755 million in recommendations to the Department on how funds could be put to
better use. During this semiannual reporting period, OIG completed 60 audits.

HUD OIG's investigative workload continues at a steady pace. During this
timeframe, OIG opened 79 investigative cases and closed 111 cases in the single-family
program area, resulting in 142 indictments; 134 arrests; and 113 convictions, pleas, or
pretrial diversions.

In closing, I want to acknowledge the extraordinary efforts of the auditors,
investigators, inspectors, and support personnel who form the core of HUD OIG and
to thank them for their dedication and service to the American taxpayers and their
commitment to eliminating waste, fraud, and abuse.

A RL

Kenneth M. Donohue
Inspector General
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Investigation Cases Opened by Program (Total: 635)
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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
HHS
HOME
HOPWA

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

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

Housing Opportunities for Persons with AIDS

Acronyms List

vii




HUD
ICE

IG

IRS
KDHAP
MTW
NAHRO
OA

Ol

OIG
OMB
OTND
PCIE/ECIE

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

U.S. Department of Housing and Urban Development
Immigration and Customs Enforcement

Inspector General

Internal Revenue Service

Katrina Disaster Housing Assistance Program

Moving to Work

National Association of Housing and Redevelopment Officials
Office of Audit

Office of Investigation

Oftice 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. 143-146
Section 5(a)(1)-description of significant problems, abuses, and 1-123,143-146

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

Section 5(a)(2)-description of recommendations for corrective action with 7-123
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 7-123
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 7-123
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 149
decision with which the Inspector General is in disagreement.
Section 5(a)(13)-the information described under section 05(b) of the 150

Federal Financial Management Improvement Act of 1996.
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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 that mortgage companies hold HUD harmless for improperly  page9
underwritten loans

- Recommended administrative action/civil monetary penalties against page 11

First Magnus for Federal Housing Administration (FHA) loans originated
by its net branches that operated in violation of HUD requirements

- Reviewed HUD's oversight of 20-year loans and concurred with the change  page12
for processing these loans, which resulted in decreased defaults

- $11.6 million forfeited and more than 5 years imprisonment imposed in page 14
aloan origination scam

- More than $7.5 million in restitution awarded to HUD and victims of page 14

manufactured homes mortgage scam

- Foreclosure company owner sentenced to more than 37 months page 25

imprisonment as a result of a $2 million bankruptcy fraud scam
- Advocated changes to the seller-funded downpayment assistance programs  page 145

Emerging Issues: 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

Increas
Homeo
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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)

- Section 8 Fraud Initiatives in each Office of Inspector General (OIG) region

- Investigative Rental Assistance Overpayment Initiatives in each region

- Public Housing Fugitive Felon Initiative: locate and remove

- Sex Offender Initiative: locate 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

- Housing choice voucher schemes result in indictments and prosecution page 31
- Identified excessive assistance payments due to payments for units not page 35
meeting minimum housing quality standards (HQS), errors in tenant files,
and lack of controls
- Expensive toys and $1.2 million home for sale as result of $3.5 million page 46

embezzlement scam

- You can run but you cannot reside: HUD OIG works with U.S. Marshals page 69
Task Force, arrests 545 fugitive felons; 291 in HUD-assisted housing, 50
sex offenders

Emerging Issues: Areas of OIG Interest

- Nursing homes: equity skimming

- Adequacy of HQS inspections

- Public corruption and mismanagement

- 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 2 E et

—

Proiﬁhﬁtel BT

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

Program, and HOME program

planning and development programs in each OIG region
- Investigative initiative against corruption in FHA multifamily corruption
- Hurricane Relief Fraud program

five Gulf Coast States
- Inspections and evaluations of program areas

local government agencies
- Department liaison

Highlights: Results or Impact of Significant OIG Work

- Initiated total agent training program for community planning and
development and multifamily fraud and corruption investigations

- Health care official causes HUD loss of more than $4.4 million

- City employees indicted for theft of government funds

- Owner of three apartments pleads guilty to stealing more than $1.9 million
from HUD

- Advocated HUD controls over grantees to ensure that grant funds are used
in accordance with grant agreements

- Minister to face judgment day for theft of funds

- Shelter directors using funds for vacations, vehicles, tuition, and Federal
income tax: arrested and charged

- Katrina scheme unravels

- - il

Emerging Issues: Areas of OIG Interest

T 5 e [ T .
in andlijl elg nent performance monitoring

- Liens on rea erty pt r}i es W i eral agsistance
3 Matchiﬁg“fu ds: gra ntee misuse i‘a#:u. - lfundi [ { i.
-Gu . i

1th ssistance f
W N R N

- Audits of the Community Development Block Grant (CDBG), Supportive Housing

- Investigative initiative against corruption in administration of State or local community

- National plan to involve all regions in prevention of fraud in CDBG program funds in

- Public dissemination of HUD OIG activities and outreach activities with State and

page 75
page 79
page 80
page82
page 86

page 90
page 90

page 109
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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

- At the request of members of Congress, investigation of remarks attributed to the
HUD Secretary, specifically, and possible political influence on the HUD contracting

- Implementation of DOJ Procurement Fraud Task Force at HUD

- FedRent data match operation: Identifying Federal employees improperly receiving

Highlights: Results or Impact of Significant OIG Work

- Encryption of OIG computers page 118
- Elimination of material weaknesses and HUD’s removal from General page 144
Accountability Office (GAO) high-risk list

Emerging Issues: Areas of OIG Interest

- Ethics and accountability in contracting

- Security and data integrity

- Management of human capital

- Risks in information technology: vulnerabilities and security

I\/Ianagement and Accoun a|||ty
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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, OIG has also conducted
numerous outreach efforts. (see chapter 8, page 124)

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 8 Audits $524,000 $1.1 Million
page 9 - Mortgagees, Loan Corresponents, and Direct
Endoresement Lenders
Our
Focus page 11 - Single-Family Real Estate Owned Property Sales
page 12 - HUD’s Oversight of 20-Year Insured Loans
Chart 2.1: Percentage of OIG Single-Family Housing Audit Reports
During this Reporting Period
Region1
- Boston 12%
P Ax N R'eglonS Region2 { & \
::;,;f TN T Chicago13% New York 0% B

Kansas City 37%

Region 3
Philadelphial2%

Region 9-10

Region 4
Los Angeles 13% o

- Atlanta13%
Region 6
Fort Worth 0%

8 HUD's Single-Family Housing Programs




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, the U.S. Department of Housing and Urban Development
(HUD) OIG reviewed four 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 loans that Pine State Mortgage Company, a nonsupervised
direct endorsement lender, underwrote at its Atlanta, GA, branch office. Pine State
improperly underwrote 21 of the 108 loans reviewed, thereby placing the FHA
insurance fund at risk for nearly $152,000 in questioned costs and more than $713,000
in funds to be put to better use. Pine State also did not maintain proper quality
controls over its underwriting process, placing HUD's insurance fund at risk for an
additional 15 loans. These loans involved material violations affecting the loans'
insurability that were not recognized by Pine State and reported to HUD, thereby
exposing HUD's insurance fund to unnecessary risk of default, claims, and foreclosure.

OIG recommended that HUD take appropriate administrative action against Pine
State. This action should, at a minimum, require Pine State to reimburse or hold HUD
harmless against any losses for the 21 improperly underwritten loans and any of the 15
loans that involved material violations. (Audit Report: 2007-AT-1002)

HUD OIG audited Colony Mortgage Corporation, Fairview Park, OH, a
supervised lender approved to originate, underwrite, and submit insurance
endorsement requests under HUD's single-family direct endorsement program.

Of 22 FHA loans reviewed, Colony approved nine that did not meet HUD's
requirements. Further, Colony incorrectly certified to the integrity of the data
supporting the underwriting deficiencies or to the due diligence used in underwriting
the loans. Colony's quality control plan did not fully comply with HUD's requirements,
and its quality control reviews were not adequately performed. For the loans in
question, the risk to the FHA fund was increased.

OIG recommended that HUD require Colony to reimburse HUD for any future net
loss once the associated properties are sold, reimburse HUD nearly $199,000 for the
loss incurred on four loans already sold and for one overinsured loan, improve its
existing procedures and controls to ensure that its underwriters follow HUD's
underwriting requirements, implement its revised quality control plan, and ensure that
quality control reviews are performed in accordance with its revised plan. OIG also

HUD’s Single-Family Housing Programs 9




recommended that HUD determine legal sufficiency and if legally sufficient, pursue
remedies under the Program Fraud Civil Remedies Act against Colony and/or its
principals for the nine incorrect certifications identified. (Audit Report: 2007-CH-
1006)

HUD OIG audited Plains Capital McAfee Mortgage, Lubbock, TX, because its
2-year default rate for loans with amortization dates between December 2003 and
November 2005 exceeded HUD's national average by 44 percent. In addition, the
percentage of current defaults and claims was 88 percent higher than HUD's national
average.

McAfee Mortgage did not follow HUD regulations when underwriting 11 of the 35
loans reviewed. As a result, HUD insured 11 loans with original mortgage amounts of
more than $1 million, placing the FHA insurance fund at unnecessary risk. McAfee
Mortgage submitted 821 loans from unregistered branch offices, circumventing HUD's
oversight controls and placing the FHA insurance fund at unnecessary risk for nearly
$75 million in loans.

OIG recommended that HUD require McAfee Mortgage to indemnify it for the 11
improperly underwritten loans and seek civil money penalties for all loans originated
from unregistered branches from December 1, 2004, to the present. (Audit Report:
2007-KC-1003)

HUD OIG audited Wells Fargo Home Mortgage, West Des Moines, IA, to
determine whether it originated, sponsored, or purchased Title IT manufactured
housing loans in accordance with HUD requirements and whether the insured loans
met HUD permanent foundation requirements specific to Title IT manufactured
housing loans.

Of 11 FHA-insured loans reviewed, one was not eligible for insurance because the
property's foundation did not meet HUD requirements, and Wells Fargo did not
provide HUD with all required certifications when submitting the loan for insurance.
As a result, HUD incurred a loss of almost $65,000. OIG recommended that HUD
require Wells Fargo to reimburse it for the loan. (Audit Report: 2007-KC-1002)

HUD OIG audited Mortgage Amenities Corporation, Lincoln, RI, a nonsupervised
mortgage company approved by HUD to originate, underwrite, and service FHA
single-family insured loans.

Mortgage Amenities approved one loan that was not eligible for FHA insurance
because of questionable citizenship and/or immigration status. It also charged
ineligible document preparation fees to borrowers and did not establish or operate its
branches in accordance with HUD requirements. In addition, a significant number of
mortgage records in HUD's Single-Family Insurance System were not accurate for loans
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originated or sponsored by Mortgage Amenities. Further, Mortgage Amenities did not
establish or implement a quality control plan that met all of HUD's requirements. This
noncompliance increased the risk to the FHA insurance fund and the public.

OIG recommended that HUD require Mortgage Amenities to (1) indemnify HUD
against future losses for the ineligible FHA-insured loan, (2) refund the ineligible
closing fees, (3) terminate its branches that do not comply with HUD requirements,
(4) review HUD's mortgage records and update them accordingly, and (5) update and
fully implement its quality control plan. OIG also recommended that HUD refer
Mortgage Amenities to the Mortgagee Review Board for consideration of
administrative sanctions and/or civil money penalties for the violations identified. (Audit
Report: 2007-BO-1002)

HUD OIG audited the branch office operations of First Magnus Financial
Corporation, Scottsdale, AZ, primarily the branch doing business as Great Southwest
Mortgage.

First Magnus violated HUD requirements by allowing officers to enact noncompete
clauses, requiring net branch managers to indemnify branch-related losses, allowing
nonexclusive employment, and failing to execute office leasing agreements and
equipment lease agreements in First Magnus' name. As a result of this noncompliance,
HUD's insurance funds and the public were exposed to an increased risk.

OIG recommended HUD impose civil money penalties against First Magnus for
FHA-insured loans originated by its net branches that were operated in violation of
HUD requirements and require First Magnus to either discontinue operations of all
net branches or bring them into compliance with HUD requirements. (Audit Report:
2007-LA-1002)

Single-Family Real Estate Owned Property Sales

HUD OIG audited HUD's single-family sales to owner-occupant purchasers under
the jurisdiction of its Philadelphia, PA, Homeownership Center to determine whether
HUD's policy for single-family home sales to owner-occupant purchasers was followed
and adequately monitored.

HUD's policy for single-family home sales to owner-occupant purchasers was
followed and adequately monitored to prevent multiple purchases by owner-occupant
purchasers within a 24-month period. However, for 15 of 51 owner-occupant purchases
audited, owner-occupant purchasers did not comply with the 12-month residency
requirement.

OIG recommended that HUD evaluate the 12-month residency requirement to
determine whether it is needed since enforcement of the requirement is not practical
and violations do not constitute a monetary loss to HUD. If HUD concludes that the
12-month residency requirement is essential, it should monitor compliance and enforce
the requirement. (Audit Report: 2007-PH-0001)

HUD’s Single-Family Housing Programs 1




HUD's Oversight of 20-Year Insured Loans

HUD OIG reviewed HUD's oversight of 20-year insured loans to determine whether
HUD has adequately addressed the increased risk associated with 20-year loans
approved by an automated underwriting system.

HUD has adequately addressed the increased risk associated with these loans. In
December 2004, it changed the way it processes the loans. Since this change, the
default rate has decreased dramatically to less than 3 percent for loans closed in fiscal
year (FY) 2006.

OIG did not recommend corrective action. (Audit Report: 2007-KC-0001)
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Investigations

Some of the investigations discussed in this report were conducted jointly with
Federal, State, and local law enforcement agencies. The results of OIG’s more
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 111 $22 Million 113 114
page 14 | - Loan Origination Fraud
page 22 | - Identity Fraud
Our Focus
page 22 - False Social Security Number
page 25 | - Bankruptcy Fraud
page 27 | - Other Single-Family Fraud

Chart 2.2: Percentage of OIG Single-Family Housing Closed Investigation
Cases During this Reporting Period*

Region1
Boston 3%

aKEs) Region 5 i

oa—a g
P ‘ D Region 7-8 Chlcago 2% New York 11%

Kansas City 14%

Region 3

Philadelphial5%
Region 9-10 N\ X Region 4
Los Angeles 11% o Atlanta 9%
Region 6
Fort Worth17%

*This does not include cases where funds misused came from Congress for the hurricane relief.
(see chapter 6 for these cases)
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Loan Origination Fraud

Gary Konstantin, the former branch manager and loan officer at Brucha Mortgage
Bank, was sentenced in U.S. District Court, Brooklyn, NY, to 63 months incarceration
and 3 years probation, ordered to pay HUD $708,378 and Stewart Title $440,387 in
restitution and forfeit $11.6 million, and fined $6,100 for his earlier conviction of
conspiracy, money laundering, and wire and insurance fraud. Konstantin and others
conspired with nonprofit entities to secure FHA-insured mortgages by performing
minimal property renovations and submitting false loan documents and appraisals, then
flipped the properties and skimmed construction funds. HUD realized losses of $11.6
million after numerous mortgages defaulted.

Donald W. Gupton, owner and president of Dynasty Homes of Henderson,
Superior Housing Center, Creative Real Estate, Manufacturing Housing Sales Center,
M&G Properties II, Inc., and CRE Properties, LLC, was sentenced in U.S. District Court,
Greenville, NC, for his earlier guilty plea to conspiracy to commit mail and wire fraud,
false statements, bank fraud, and money laundering. Gupton was sentenced to 75
months incarceration and 5 years supervised release and ordered to pay HUD more
than $7.5 million in restitution, including $160,000 to 20 victims. In addition, Gupton
agreed to forfeit $11 million in property, an aircraft, and additional assets belonging to
the businesses identified above. From 1999 to 2002, Gupton and other conspirators
bought and sold more than 150 manufactured mobile homes, some including land, and
assisted unqualified borrowers in obtaining $15 million in FHA-insured mortgages by
verifying fictitious trade-ins, providing cash or fabricated gift letters, or falsely
inflating values and certifying land ownership. HUD realized losses of $7.5 million after
numerous mortgages defaulted.

Patrick Singletary, a former owner of Sunshine Mortgage and Universal Title; Peter
Russo, the current owner of Sunshine Mortgage; and Robert Singletary and Clifford
Shaw, former owners of Tropical Mortgage Company and Cal Investments, each pled
guilty in U.S. District Court, Atlanta, GA, to conspiracy, false statements to HUD, and
bank and wire fraud. The above defendants purchased then resold HUD Real Estate
Owned (REO) properties to unqualified borrowers obtaining FHA-insured and
conventional mortgages. HUD realized losses in excess of $7 million after
approximately 120 FHA-insured mortgages defaulted.

Real estate investors Doug Hastings and Phil Miskimon, along with Jeffrey Meyer,
Shawn Fleming, Price Brooks, and Julie Smith, were sentenced in U.S. District Court,
Rockford, IL, for their earlier guilty pleas to conspiracy, false statements, and false
statements to HUD. Collectively, the above defendants were sentenced to more than
11 years incarceration and 15 years supervised release and ordered to pay HUD more
than $2 million and private lenders $228,259 in restitution. The defendants and others
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Four more sentenced in mortgage scheme

ROCKFORD REGISTER STAR

ROCKFORD — The last
four people to be brought be-
fore a U.S. district judge on
charges of defrauding the fed-
eral government out of more
than $1 million in connection
with the Federal Housing Au-
thority’s mortgage-insurance
program were sentenced
Thursday and Friday.

According to a news re-
lease from the U.S. Justice
Department, the charges
the defendants pled guilty to
were part of a 61-count in-
dictment charging the people
with conspiring to defraud the
government, making mate-
rial false statements to HUD,

gage loans.

According to the indict-
ment, the leaders of the
seheme profited by selling
homes in Freeport at inflated
prices.

The indictment states
that the defendants falsified
many documents to get FHA
insured loans for unquali-
fied homebuyers. By causing
these unqualified buyers to
receive FHA insured loans,
the indictment says the de-
fendants bilked the federal
government out of more than
31 million.

Sentenced were:

Philip R. Miskimon, 50,
of Winslow, 7% years in fed-

vised release. The court also
ordered Miskimon to pay
$2,658,135.32 in restitution.

Douglas L. Hastings, 41,
of Lena, seven months in fed-
eral prison without parole,
followed by three months of
house arrest with electronic
monitoring and three years
of supervised release. He has
been ordered by the court to
pay $109,576.63 in restitu-
tion.

Price V. Brooks, 51, of
Freeport, 13 months in fed-
eral prison without parole, to
be followed by three years of
supervised release. Brooks
has been ordered to pay
$89,710.04 in restitution.

Julie A. Smith, 48, of Lena,

three years’ probation. Smith
has been ordered to pay
$368,527.84 in restitution.

The other people arrested
and sentenced:

Edward J. Martins, 41, of
Lena; Shawn M. Fleming, 22,
of Freeport; Akia A. Sanders,
24, of Freeport;

Dale L. Nelson, 50, of
Freeport; Todd P. Ernst, 46,
of Freeport; Chad J. Nicks,
31, of Freeport; Tasha M.
Thompson, also known as Ta-
sha M. Barnes, 26, Freeport;
Jeffrey L. Meyer, 52, of Win-
slow;

Alexandrea M. Ellis, 23, of
Freeport; Brian A. Fox, 36, of
Freeport; and Adam L. Ernst,
22, of Freeport.

eral prison without parole,

and making false statements
and three years of super-

to cause HUD to insure mort- 214 years of house arrest and

Copyright,2006. The Rockford Register Star- Rockford, IL. Reprinted with permission.

acted as straw buyers or provided false credit letters, verifications of employment, or
gift letters to assist unqualified borrowers in obtaining more than 50 FHA-insured
mortgages. HUD realized losses in excess of $3.1 million after more than 40 mortgages

defaulted.

In a civil judgment filed in U.S. District Court, Los Angeles, CA, real estate
investor Morteza Eghbal and his wife, Marilyn Trujillo, were ordered to pay HUD more
than $5.7 million and civil penalties and litigation costs of $148,500 for their earlier
convictions on false statements and conspiracy to defraud HUD. Eghbal and Trujillo
purchased then resold properties and provided downpayment funds for unqualified
borrowers obtaining FHA-insured mortgages. HUD realized losses of more than $2.4
million when 62 properties defaulted.

Appraiser Kahala Hickoff was charged in an information filed in U.S. District Court,
Los Angeles, CA, with making a false statement. Hickoff allegedly completed and
submitted fraudulent FHA-insured property appraisals but signed the appraisals
using the names of others. HUD realized losses in excess of $2.7 million after 31
FHA-insured mortgages defaulted.

Ricardo Medina, a former realtor with William E. Mendez Team, Inc., at Remax
100 in Lakewood, CO, was sentenced in U.S. District Court, Denver, CO, to 8 months
home detention and 60 months probation and ordered to pay HUD $126,420 in
restitution for his earlier guilty plea to wire fraud. Medina and others assisted
unqualified undocumented immigrants in obtaining more than 300 FHA-insured
mortgages. HUD realized losses of $2.4 million after 51 mortgages defaulted.
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James L. Boyle, a former loan
officer at RBC and Irwin
Mortgage, was indicted in U.S.
District Court, Rockford, IL, for
mail fraud, false statements, and
false statements to HUD. In
addition, Frank J. Mazzarese, a
loan officer at RBC Mortgage;
Marie Caltagerone, owner of
Caltagerone Accounting; and
Israel Quintero and Raul
Raygoza, employees of Friends
Furniture, each pled guilty to
conspiracy. Boyle allegedly

Roscoe man charged on 22 counts in fraud

ROCKFORD REGISTER STAR

ROCKFORD — A federal
grand jury returned a 22-
count indictment Tuesday
against a Roscoe man, charg-
ing him with scheming to
defraud the Department of
Housing and Urban Develop-
ment.

James L. Boyle, 40, is
charged with 10 counts of
making false statements in
the jurisdiction of a federal
agency, 11 counts of mak-
ing false statements to cause
HUD to insure a loan and one
count of interstate carrier
fraud.

According to the in-
dictment, from June 2002
through April 2003, Boyles
was employed as a loan offi-
cer by RBC Mortgage Com-
pany, 4960 E. State St., and
from about May 2003 through
June 2003, as a loan officer
at Irwin Mortgage, 4920 E.
State St. Both RBC and Irwin
were mortgage lenders and
brokerage companies.

The FHA insured loan

program is designed to assist
low- and moderate-income
families in obtaining housing
by providing mortgage insur-
ance to lenders who make
home loans to these individu-
als. If the individuals default
on their loans, HUD reim-
burses the lenders for any
losses sustained on the loans.
The indictment alleges
Boyle caused numerous
documents to be falsified in
order to get his loan custom-
ers qualified to receive FHA
insured loans. Specifically,
the indictment charges Boyle
caused fraudulent “Verifica-
tions of Employment” forms
and fictitious pay stubs to be
created and placed in the files
of some of his loan customers.
These forms and pay-stubs
contained false income figures
for Boyle's loan 5.

p:aced in his customers’ loan
es.

Each charge of making
a false statement within the
jurisdiction of a federal agen-
cy, and the interstate car-
rier fraud charges, all carry
a maximum sentence of five
years of prison. Each charge
of making a false statement
to cause HUD to insure loans
carries a maximum penalty
of two years in prison. All of
the charges carry a fine of up
to §250,000 and restitution.

Boyle will be arraigned by
U.5. Magistrate Judge P. Mi-
chael Mahoney at 11:30 a.m,
Tuesday at the federal court-
house:"

The case is being investi-
gated by the Rockford office
of the FBI and the Chicago
office of Housing and Urban
Devel t-Office of the

In addition, the indictment
alleges Boyle caused fraudu-
lent mutual fund st

Impecﬁ:sr General. The case
will be prosecuted in federal
court by Assistant U.S. Attor-

to be created and caused
fraudulent “gift affidavit”
forms to be prepared and

ney Scott A. Verseman.

STORYCHAT L1 rrstar.com

and Mazzarese, Caltagerone,
Quintero, and Raygoza admittedly
provided fraudulent financial,
employment, and other documents

to assist unqualified borrowers in obtaining FHA-insured mortgages. HUD losses
exceeded $2 million after more than 40 mortgages defaulted.

Copyright, 2007. The Rockford Register Star- Rockford, IL.
Reprinted with permission.

Greg Leigh Buzarde, a former HUD-approved appraiser, was indicted in U.S.
District Court, Los Angeles, CA, for conspiracy, false statements, and mail fraud.
Buzarde and others allegedly prepared and submitted HUD appraisal reports
certifying fewer than actual units in properties obtaining FHA-insured mortgages. HUD
losses are estimated at $1.9 million after 37 mortgages defaulted.

Norvel Brown, owner of Mississippi Valley Title (MVT), pled guilty in U.S. District
Court, St. Louis, MO, to wire fraud and employee pension benefit plan theft. From
2000 to 2005, Brown and MVT, while under contract with HUD's Home Ownership
Center in Denver, CO, and performing as the closing agent for all HUD properties in
Missouri, failed to wire approximately $1.8 million in escrow funds to HUD and $990,000
to commercial lenders. Brown also embezzled employee pension account funds.

World Wide Financial Services (WWES), doing business as Loan Giant, and Jack
Wolfe, president of WWES, were named in a $3.4 million civil complaint filed in U.S.
District Court, Detroit, MI. Wolfe and WWES allegedly created and submitted false
documents to secure FHA insurance on 10 mortgage loans, causing HUD losses in
excess of $1.4 million.
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Trudy M. Peters, a former Ticor Title Agency escrow
officer; Larry M. Smith and John M. Soto, former service
representatives at Wells Fargo Home Mortgage; and Maria
A.Felixand Tony S. Vasquez, HUD-certified counselors, were
each indicted in U.S. District Court, Phoenix, AZ, on
numerous counts of conspiracy or mail and wire fraud.
Peters, Smith, Soto, Felix, Vasquez, and previously indicted
Edward Carrillo, owner of Sahara Investments in Scottsdale,
AZ, allegedly conspired to defraud HUD's "preforeclosure’
program by submitting fraudulent appraisals, falsifying
counseling certification forms, or concealing additional
mortgages encumbering properties. HUD losses are
estimated at more than $1.8 million.

Emmitt Cotton Sr., a former loan officer at Mid-America
Mortgage, Fast Trac Mortgage, and Mortgage Executives;
Linda Edwards, a realtor at Affable Realty; and LaDonna
Mullins, a realtor at LaDonna's Realty and Management, were
each indicted in U.S. District Court, Denver, CO, for wire
fraud, false statements, false use of a Social Security number
(SSN), false statements to a financial institution, or money
laundering. Inaddition, Linda Carnagie, a former loan officer
at Highland Mortgage Financial Group; Stafford Hilaire, aloan
officer and president of Catalina Century Mortgage; and
Sandra Lindsey, an FHA-insured mortgagor, were each
convicted of wire fraud, false statements, or conspiracy. From
February 1999 to July 2004, Cotton, Edwards, and Mullins
were allegedly and Carnagie, Hilaire, and Lindsey were found
guilty of submitting or causing the submission of FHA loan
files containing fraudulent documentation and information
for more than 100 unqualified borrowers obtaining FHA-

insured mortgages. HUD realized losses in excess of $1.2

million after 40 mortgages defaulted.

5 indicted
in Arizona

real estate
fraud case

By Catherine Reagor
THE ARIZONA REPUBLIC

A group of former housing
counselors, loan officers and an
escrow agent has been indicted on
fraud and conspiracy charges in
one of the biggest real estate fraud
cases in Arizona since the housing
crash of the late 1980s.

The group is accused of de-
frauding the Department of Hous-
ing and Urban Development of
$1.9 million through a pre-foreclo-
sure scam that targeted dozens of
first-time homeowners across the
Valley from 2001 to 2003, accord-
ing to a grand-jury indictment
gﬂed in federal court late Wednes-

ay.

The indictment comes a year
and a half after Eddie Carrillo Jr. of
Scottsdale-based Sahara Invest-
ments was convicted of fraudulent
schemes in a case relating to the
pre-foreclosure scam. Carrillo is
named as a co-conspirator in the
indictment but not one of the five
defendants.

According to the indictment,
Carrillo and the defendants sought
out homeowners who had de-
faulted on mortgages insured by
the Federal Housing Administra-
tion, a division of HUD, and of-

See FRAUD Page A28
Find out more about avoiding real

estate fraud at mortgagefraud
-azcentral.com.

Copyright,2007. The Arizona
Republic- Phoenix, AZ.
Reprinted with permission.

Stacey Marrero, a former Neighborhood Mortgage Bankers underwriter previously
sentenced in U.S. District Court, Newark, NJ, for her earlier guilty plea to theft by
deception, was suspended from procurement and nonprocurement transactions as a
participant or principal with HUD and throughout the Executive Branch of the
Federal Government. Marrero and others assisted unqualified borrowers in obtaining
FHA-insured mortgages by submitting false loan documentation and appraisals. HUD
realized losses in excess of $1.2 million after 33 mortgages defaulted.
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Paul and William Peterson, owners of Peterson Land and Development, were each
sentenced in U.S. District Court, Los Angeles, CA, to 18 months incarceration and 3
years supervised probation and ordered to pay HUD more than $1.2 million in
restitution, jointly and severally, for their earlier convictions on false statements. Paul
and William Peterson submitted false gift letters and other documents to assist
unqualified borrowers in obtaining FHA-insured mortgages. HUD realized losses in
excess of $1.1 million after 43 morgtgages defaulted.

Louay M. Kahale, owner of Marquee Mortgage and a former loan officer at Charter
West Mortgage, LLC, was charged in an information filed in U.S. District Court,
Denver, CO, with wire fraud. Kahale allegedly originated 37 FHA-insured loans at
Marquee Mortgage and 384 FHA-insured loans at Charter West Mortgage, LLC,
containing false income and employment documentation; the estimated value of the
FHA-insured loans containing false documents is approximately $66.8 million. HUD
losses have not yet been determined.

Lawrence Lynch, James Smith, Pasquale Romeo, Mark McCarthy, Kathryn Zepka,
Michael Bergdoll, and Elliott Beals, mortgage or real estate brokers doing business as
Affordable Mortgage, Tiffy Corporation, Springfield Mortgage, Ivy Mortgage, Metro
Mortgage, Inc., or B&V Properties; Theodore Jarrett, the former branch manager of
Equicredit Corporation; Joseph Sullivan, an appraiser doing business as Sullivan
Appraisals; Anthony Matos, an investor doing business as New England Wholesalers,
First Empire Realty, and Elite Auto Center; and Wilfred Changasie were each sentenced
in U.S. District Court, Springfield, MA, for their earlier guilty pleas to wire fraud, money
laundering, false statements to Federal agents, or aiding and abetting. Collectively, the
above defendants were sentenced to more than 26 years incarceration, 37 years

probation, and 1,000 hours
community service; fined : o N

: Cohort in ‘land flip’
facing deportation

$15,000; and ordered to
pay numerous financial
institutions more than $1.4
million and 16 victims

$68,858 in restitution.
Changasie was also ordered
deported to South America
after completion of his
prison term. The above
defendants and others
purchased and flipped
more than 70 HUD REO
properties and assisted
unqualified borrowers in
obtaining FHA-insured
mortgages valued in excess

The/Guyana native’s
lawyer said his client was a
low-level player in the real
estate fraud case.

By STEPHANIE BARRY
sbarry@repub.com

SPRINGFIELD - A native of
Guyana yesterday was sen-
tenced to time served in a wide-
spread federal real estate fraud
case after being detained for
nearly two years as the case
plodded forward.

However, Wilfred Changasie,
52, will likely be deported to
South America, where his law-
ver said he has not been in 20
years.

Changasie, formerly of
Springfield, pleaded guilty last

year to two counts of fraud and
one count of money-laundering
conspiracy in connection with a
“land-flip” scheme.

Thirteen were indicted in
2004 and 2005 for various roles
in a scheme to dupe unsophisti-
cated prospective home buyers
into purchasing run-down
homes at inflated prices using
bogus mortgage applications.

Buyers invariably discovered
major flaws in the homes and
drowned in debt trying to make
repairs and mortgages
ments. The properties typically
fell into foreclosure, when the
unscrupulous brokers would of-
ten scoop them back up and
look for another mark.

Prosecutors said Changasie
was a “runner” who located po-
tential buyers in poor neighbor-
hoods and received small
finders' fees. Defense lawyer

Terry Nagel yesterday said his
client was a low-level player in
the scheme, and told U.S. Dis-
trict Court Judge Michael A.
Ponsor that Changasie is desti-
tute.

“All he owns are the clothes
he is wearing right now,” Nagel
said, referring the prison-issued
khakis Changasie wore in court
yesterday.

Ponsor did not impose fines
or restitution on Changasie, as
he has for several other defen-

pay- dants inthe same case.

Assistant U.S. Attorney Todd
E. Newhouse recommended a
12-month sentence for Changa-
sie, whom Nagel said was ar-
rested in this case while fishing
for tilapia in the Florida ever-
glades. However, Ponsor said
Changasie has served twice that
since being held on bail after his
2004 arrest.

Copyright, 2006. The Republican - Springfield, MA.
Reprinted wit permission.
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of $5.9 million by processing fraudulent loans containing false information and
documentation. HUD realized losses of $834,795 after 31 mortgages defaulted.

Naomi LaBrie, formerly doing business as Rehablers, Inc., was sentenced in U.S.
District Court, Kansas City, KS, to 4 months incarceration, 4 months home detention,
and 12 months supervised release and ordered to pay HUD $500,893 in restitution for
her earlier guilty plea to bank fraud. LaBrie purchased distressed properties,
fabricated property rehabilitation, and provided fraudulent documents to assist
unqualified borrowers in obtaining FHA-insured mortgages. HUD realized losses of
$688,770 after 20 mortgages defaulted.

Sharon Blake, a former loan processor at Sunset Mortgage Company, and real
estate speculators Earl Ginter, Ronald Fruth, and David Walsh were sentenced in U.S.
District Court, Harrisburg, PA, for their earlier guilty pleas to false statements and
aiding and abetting. Blake was sentenced to 12 months confinement and Ginter, Fruth,
and Walsh were each sentenced to 24 months supervised probation and ordered to
pay HUD $511,253 in restitution, jointly and severally. In addition, Deborah Black, the
former branch manager and loan officer at Sunset Mortgage Company, was charged in
an information with false statements and aiding and abetting. Blake originated 40
fraudulent FHA-insured mortgages valued at $1.2 million, knowing that Ginter, Fruth,
and Walsh provided downpayment funds or paid delinquent debts for the
borrowers. Black allegedly conspired with the above defendants and provided
borrowers with fictitious gift letters used to obtain FHA-insured mortgages. HUD
realized losses of $511,253 after 10 mortgages defaulted.

Jean Lindor, a former loan consultant and employee of American Redevelopment
Corp, was sentenced in U.S. District Court, Miami, FL, to 6 months home detention
and 3 years probation, fined $10,000, and ordered to pay HUD $180,929 in restitution
for his earlier conviction of conspiracy. From 1997 through 1999, Lindor conspired
with others to create fictitious documents and provide downpayment funds for
unqualified borrowers obtaining FHA-insured mortgages. HUD realized losses of about
$443,000 after 17 mortgages defaulted.

Mario Izquiero, an assistant loan officer at First Capital Mortgage and Pacific
Network Funding, was sentenced in U.S. District Court, Los Angeles, CA, to 6 months
home detention and 3 years probation and ordered to pay HUD $313,340 in restitution
for his earlier conviction of false statements. Izquiero purchased false employment
documents from previously convicted Maggie Cuevas to assist unqualified borrowers
in obtaining FHA-insured mortgages. HUD realized losses of $441,556 after 14
mortgages defaulted.
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Straw buyers John and Caridad Prados were each indicted in U.S. District Court,
Newark, NJ, for conspiracy to defraud HUD for using a false SSN to secure an FHA-
insured loan. In addition, former AMS Mortgage loan officer Kenneth DiPrenda and
former Weichart realtor Mario Mendoza, both previously sentenced for their earlier
guilty pleas to conspiracy to submit false statements to HUD, were each debarred from
procurement and nonprocurement transactions with HUD and throughout the
Executive Branch of the Federal Government for a period of 3 years. John and Caridad
Prados allegedly assisted DiPrenda, Mendoza, and others in recruiting and assisting
unqualified borrowers in obtaining FHA-insured mortgages by submitting fraudulent
employment, identity, and other loan documentation. HUD realized losses in excess of
$349,000 after 12 mortgages defaulted.

George W. McRee, amortgage broker at Mortgageworks, Inc.; Martin Rosenthal, a
recruiter for RETT Relocation Services; straw borrowers John O. Bello and Karen
Beckmann; and William Russell Chavis each pled guilty in U.S. District Court,
Atlanta, GA, to conspiracy, wire fraud, false statements to a lending institution, or bank
fraud. Straw borrower Reginald L. Kemp was sentenced to 57 months confinement and
ordered to pay Radian Group, Inc., and Amtrust Mortgage Corporation $475,361 in
restitution for his earlier guilty plea to conspiracy, bank fraud, and money laundering.
The above defendants and others created and submitted false documents to obtain 98
mortgage loans valued at more than $20 million. HUD realized losses of $300,000 after
two FHA-insured loans defaulted.

Winston Shillingford, the former president of now-defunct First Funding
Mortgage Bankers, pled guilty to Federal income tax evasion in an information filed in
U.S. District Court, Brooklyn, NY. From 2000 through 2003, Shillingford obtained
more than $300,000 from sales proceeds on FHA-insured flipped properties originated
by First Funding Mortgage Bankers, then failed to report the $300,000 on his Federal
Income tax returns.

Barbara Stevenson, a former realtor with IE Investments, Inc., was sentenced in U.S.
District Court, Riverside, CA, to 6 months supervised probation and 1 month home
detention and ordered to pay HUD $33,317 in restitution for her previous guilty plea to
false statements to HUD. Stevenson assisted unqualified borrowers in obtaining
FHA-insured mortgages by providing false or forged loan applications, verifications of
employment, and other documents. HUD realized losses of $246,798 after nine
mortgages defaulted.

Straw buyers Dennis LeBlanc, Dennis Addison, and Timothy Falls each pled guilty
to making false statements to HUD or aiding and abetting in informations filed in U.S.
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District Court, New Orleans, LA. LeBlanc,
Addison, and Falls provided false information
and inflated appraisals to obtain and later
default on FHA-insured mortgages. HUD
realized losses in excess of $159,800.

Frank Pepe, a former AMS Mortgage loan
officer previously sentenced for his earlier
guilty pleain U.S. District Court, Trenton, NJ,
to conspiracy to commit false statements,
was debarred from procurement and
nonprocurement transactions with HUD and
throughout the Executive Branch of the
Federal Government for 19 months. Pepe
purchased, appraised, and flipped
approximately 31 properties and then
conspired with previously sentenced American
Home Loans branch manager/loan officer Kim
Sammartano to create and submit fraudulent
income, employment, and other documents for

House-flipping

inquiry yields
ml@lea

By Gordon Russell
Staff writer

Federal prosecutors announced a guilty plea
Wednesday from a bit player in what they de-
scribed as a ecomplex “house-flipping” scam that
involves a mortgage company owned by Michael
O’Keefe Jr., son of a former state Senate presi-
dent who is midway through a 20-year sentence in
federal prison.

0’Keefe has not been charged or named in
court documents. But a summary of the case
made public Wednesday makes clear that pros-
ecutors believe O’Keefe’s company, Citywide
Mortgage, played a leading role in the real-estate
scheme, which predates Hurricane Katrina,

O’Keefe’s attorney, Timothy Meche, said
O’Keefe has done nothing wrong and in fact, was a
victim of the scheme. A Citywide employee, who
has since been fired, was being paid off by a co-
conspirator to approve bad loans, Meche said. |
0’Keefe wound up having to buy back many of

See FLIP, B-2

unqualified borrowers obtaining FHA-insured

mortgages. HUD realized losses of $145,712
after 18 mortgages defaulted.

Copyright, 2006. The Times-Picayune - New
Orleans, LA. Reprinted with permission.

James Galloway, a real estate broker at Colorado Classic Properties, was sentenced
in U.S. District Court, Denver, CO, to 12 months and 1 day imprisonment and 36 months
supervised release and ordered to pay HUD $29,359 in restitution for his earlier
conviction of conspiracy, wire fraud, false statements, and misuse of an SSN. Galloway
and others submitted or caused the submission of fraudulent FHA loan files, allowing
unqualified borrowers to obtain FHA-insured mortgages. HUD realized losses of
$94,048 after three mortgages defaulted.

Katrina Arrington and John Kurzel, former loan processors at now-defunct N.J.
Affordable Homes (NJAH); Michael Mechan, a real estate appraiser retained by NJAH;
and Lucesita Santiago, a former investment account manager at NJAH and Woodbridge
Township Housing Authority (WTHA) public housing tenant, each pled guilty in U.S.
District Court, Newark, NJ, to conspiracy to commit wire fraud, conspiracy to create
and submit fraudulent loan documents, or submitting fraudulent claims for HUD rent
reduction subsidies. Arrington and Santiago created fictitious account statements for
use in qualifying borrowers obtaining FHA-insured or conventional mortgages; Kurzel
used the fraudulent investor account statements provided by Santiago to qualify
borrowers obtaining FHA-insured and conventional mortgage loans; Meehan appraised
nominee properties at inflated values, included substantial but fictitious improvements
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in the appraisal documents, then submitted the false appraisals, allowing borrowers to
secure FHA-insured or conventional mortgages; and Santiago failed to report the
income she received for creating fabricated account statements on annual WTHA
certifications and obtained $73,177 in WTHA housing assistance she was not entitled
toreceive. HUD losses relating to defaulted FHA-insured mortgages have not yet been
determined.

Shaian Birashk, owner of Global One Mortgage, Inc., was sentenced in U.S. District
Court, Denver, CO, to 36 months probation and ordered to refrain from employment
in the real estate or mortgage industry for his earlier guilty plea to wire fraud. Birashk
and previously indicted or sentenced Farid Bayot; Mehdi "Tim" Ghaemi, owner of Arborz
Real Estate Company; and Hamidullah Sarwary, a former Littleton Housing Authority
(LHA) Section 8 tenant, allegedly conspired to assist Sarwary in obtaining an FHA-
insured mortgage and concealing his property ownership from LHA. HUD realized a
loss of $46,988 after Sarwary defaulted on his FHA-insured mortgage and $3,760 in
LHA housing assistance Sarwary obtained but was not entitled to receive.

John Acevedo, a real estate agent at Exclusive Rights Realty, was sentenced in U.S.
District Court, Los Angeles, CA, to 4 months incarceration, 4 months home
detention, and 36 months probation and ordered to pay HUD $41,199 in restitution for
his earlier conviction of wire fraud, conspiracy to commit wire fraud, and aiding and
abetting. Acevedo and others recruited straw buyers, provided downpayment funds,
and obtained fraudulent documents to assist unqualified borrowers in obtaining
FHA-insured mortgages. HUD realized losses of $31,636 after 15 mortgages defaulted.

Identity Fraud and False Social Security Numbers

Real estate investor Rito Miguel Diaz, Jr., also known as Mike Diaz, and his parents,
Rosemary and Rito Miguel Diaz, Sr., licensed and unlicensed real estate agents at
Familia Realty, Realty World, or Network Realty, were each indicted in U.S.
District Court, Los Angeles, CA, for mail fraud and aiding and abetting. From
September 1998 to January 2002, Mike, Rosemary, and Rito Diaz, Sr., allegedly
provided or created false identification, employment, credit, and other information to
assist unqualified borrowers in obtaining FHA-insured loans. HUD realized losses
exceeding $900,000 after 18 mortgages defaulted.

Twenty-two undocumented immigrants and former FHA-insured mortgagors were
indicted in Dallas County Judicial District Court, Dallas, TX, for securing execution of
a document by deception. The above defendants allegedly used false SSNs and other
documents to obtain and later default on FHA-insured mortgage loans. In addition,
Martin Cuenca, an undocumented immigrant, was sentenced in U.S. District Court to
36 months probation and ordered to pay HUD $13,151 in restitution for his earlier guilty
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plea to misuse of an SSN. Cuenca used a false SSN and other fraudulent documents to
obtain and later default on an FHA-insured mortgage. Collectively, the above
defendants caused HUD losses in excess of $647,000 after 19 mortgages defaulted.

Eight undocumented immigrants pled guilty in Johnson County Court, Johnson
County, KS, to making a false writing. The defendants were each sentenced to 5 months
incarceration and 18 months probation and ordered to refinance or eliminate their
FHA-insured mortgages to eradicate approximately $552,000 in FHA-insured
mortgages considered at risk. The above defendants fraudulently obtained
FHA-insured mortgages using false SSNs through an unidentified loan officer.

Jose Antonio Caballero, owner of American International Finance and Mortgage
Services, Inc., pled guilty in U.S. District Court, Dallas, TX, to making a false statement
and agreed to pay HUD $119,520 in restitution prior to his sentencing. Caballero failed
to claim a prior felony conviction on his HUD FHA lender application and provided
undocumented immigrants with false SSNs or Internal Revenue Service employment
identifications, allowing the unqualified applicants to obtain FHA-insured mortgages.
HUD realized losses of approximately $400,000 after 11 mortgages defaulted.

Lesly Bardales, a self-employed tax preparer, was sentenced in U.S. District Court,
Los Angeles, CA, to 6 months incarceration and 3 years supervised release and ordered
to pay HUD $265,809 in restitution for her previous guilty plea to mail fraud and
unlawful transfer of Social Security cards. Bardales and previously convicted
conspirators Catherine Diaz and Dalila Moreno created and submitted fraudulent loan
documents for unqualified borrowers, obtaining more than 100 FHA-insured
mortgages valued in excess of $1.3 million. HUD realized losses of $135,899 after eight
mortgages defaulted.

Louis Ramon Luevano, also known as Ray Luevano, a real estate broker at Harvest
Realty in Denver, CO, and five FHA-insured mortgagors were arrested after criminal
complaints were filed in Colorado District Court, Brighton, CO, charging them with
theft, computer crimes, attempting to influence a public servant, forgery, criminal
impersonation, or offering a false instrument for recording. The above defendants
allegedly provided fraudulent SSNs to obtain and later default on FHA-insured
mortgages, causing HUD losses in excess of $120,000.

Ignacio Juan Jasso, a real estate broker and former loan officer at JR Mortgage, was
indicted in U.S. District Court, Dallas, TX, for false Federal credit institution entries,
reports, and transactions. Jasso allegedly provided or used false SSNs or loan
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documents to assist unqualified undocumented immigrants and others in obtaining
FHA-insured mortgages. HUD realized losses of $77,116 after four mortgages defaulted.

Rudean Cooper pled guilty in Montgomery County Circuit Court, Rockville, MD,
to identity theft. Cooper used the SSN of another to obtain and later default on an
FHA-insured mortgage, causing a HUD loss of $58,742.

Sergio Manuel Torres-Rodriguez was sentenced in U.S. District Court, Athens, GA,
to 12 months and 1day incarceration for his earlier guilty plea to false statements. Torres-
Rodriguez used the identity of another to obtain and later default on an FHA-insured
mortgage, causing a HUD loss of $40,376.

Real estate speculator Willie Bynum was sentenced in U.S. District Court,
Norfolk, VA, to 4 years probation and 6 months home confinement and ordered to pay
HUD $11,413 in restitution for his earlier guilty plea to conspiracy to make false
statements to HUD. Bynum used a false SSN and employment, income, and credit
information to obtain FHA-insured mortgages on investment or owner-occupied
properties for himself and other unqualified borrowers. HUD realized a loss of $25,000.

Fifteen FHA mortgagors were arrested after criminal complaints were filed in
Colorado State District Court, Golden, CO, charging them with forgery, criminal
impersonation, or offering a false instrument for recording; Maria De Los Angeles
Mendez was arrested in New Mexico after failing to appear. Five of the above
defendants pled guilty to forgery and were each sentenced to 3 years incarceration and
3 years probation. The above defendants allegedly provided fraudulent SSNs or other
forged documents to obtain and later default on FHA-insured mortgages. HUD losses
have not yet been determined.

Francina Valadez, a former loan officer with Visalia Community Bank, and Mari
Oregon, a former realtor with 21 Arrow Realty, each pled "nolo contendere" in Tulare
County Superior Court, Visalia, CA, to false financial statements. Elizabeth del Valle,
Oregon's assistant, was sentenced to 30 days incarceration and 60 months probation
for her earlier conviction of grand theft. From December 2003 to April 2004, Valadez,
Oregon, and del Valle allegedly used fictitious names and SSNs to assist unqualified
borrowers in obtaining FHA-insured mortgages. HUD losses have not yet been
determined.
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Alberto and Mabel Gutierrez were arrested after their indictments in U.S. District
Court, Harrison, VA, for making false statements to HUD, misuse of an SSN, and
identity theft. Albertoand Mabel Gutierrez, undocumented immigrants, allegedly used
false SSNs and Immigration and Naturalization resident alien cards to obtain and later
refinance an FHA-insured mortgage.

Dolores Monger was charged in General District Court, Virginia Beach, VA, with
identity fraud and false statements to obtain property or credit. Monger allegedly
assumed the identity of her minor daughter and obtained and later defaulted on an
FHA-insured mortgage. HUD realized no loss when the property was resold.

Bankruptcy Fraud

Richard Leroy Davis, owner of Foreclosure and Tenant Company Association, was
sentenced in U.S. District Court, Detroit, MI, to 37 months incarceration and ordered
to pay various victims $34,000 for his earlier guilty plea to mail fraud. Davis and
previously convicted conspirators Chris Thomas and Milton Goddard acquired partial
ownership in 600 distressed properties including 120 properties with FHA-insured
mortgages, filed fraudulent bankruptcies to forestall foreclosure proceedings, then
skimmed property equity by diverting monthly payments. HUD realized losses
approximating $2 million after 100 mortgages defaulted.

Mark Neusch and Michael Davis, former owners of M&M Properties; Greg Colledge,
former owner of G&KC Properties, LLC; and Donald Kingston, former owner of DBK
Properties, were each sentenced in U.S. District Court, Salt Lake City, UT, for their
earlier guilty pleas to false bankruptcy declarations, equity skimming, and bankruptcy
fraud. Collectively, the above defendants were sentenced to 33 months incarceration
and 72 months supervised release and ordered to pay HUD $241,789 in restitution.
Neusch, Davis, Colledge, and Kingston obtained quit claim deeds from distressed
homeowners, leased the properties but failed to pay the property mortgage loans, then
filed fraudulent bankruptcies to impede foreclosure proceedings. HUD realized losses
of $936,704 after eight mortgages defaulted.

Donna Renae Woods Lawrence Willis, the former president of Assurety Mortgage
Group, Inc., was arrested after her indictment in U.S. District Court, Atlanta, GA, for
bank fraud, bankruptcy fraud, conspiracy, or witness tampering. Kerwanna Lashon
Bennet Woods, a former loan processor at Assurety Mortgage Group, Inc., and straw
buyer Gwendolyn Reshell Woods each pled guilty to conspiracy or false bankruptcy
declaration. Willis allegedly used a stolen SSN and obtained HUD approval to
originate FHA-insured loans through Assurety Mortgage Group, Inc., fraudulently
eliminated the security interest of prior lenders and received proceeds from multiple
loans on the same properties, then filed five fraudulent bankruptcy petitions to delay
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lender foreclosures. Kerwanna and Gwendolyn Woods assisted Willis in filing false
bankruptcies and creating false identities for FHA-insured mortgages. HUD realized

Con man admits
foreclosure scam

losses greater than $330,000 after five
mortgages defaulted.

John Cash, also known as Dr. Typon Ra or Baba
Ankh, doing business as Lakeshore Group
Investments, Inc., pled guilty in U.S. District
Court, Chicago, IL, to bankruptcy and wire and
mail fraud. Cash provided false information to
30 FHA-insured, U.S. Department of Veterans
Affairs (VA)-guaranteed, or conventional
mortgagors facing foreclosure; collected $3,500
in upfront fees from each distressed
homeowner; withheld $190,000 in mortgage
loan payments from the bankruptcy court
trustee, lenders, or other creditors; triggered

BY STEVE WARMBIR
Staff Reporter

John D. Cash Jr. had
plenty of promises and
plenty of aliases — among
them Typhon Ra and Baba
Ankh.

But what he didn't have
was a lot of cash for about 30
homeowners in the Chicago
area whom he took for
nearly $200,000.

Cash, 46, formerly of
Markham, pleaded guilty
Tuesday to two counts in
federal court in Chicago to
Tunning a scheme that
preyed on people on the
verge of losing their homes.

He pleaded guilty without
a plea agreement and could

bankruptey on behalf of the
homeowners and temporar-
ily slow down the foreclo-
sure process. Cash would
then have the homeowners
direct their mortgage pay-
ments to him. In the end, the
property owners still lost
their homes.

Cash lured victims by ad-
vertising  his  services
through word of mouth, in
classified ads and by pre-
senting seminars at local
branches of the Chicago
Public Library.

He claimed in one ad that
he could “Stop ANY Foreclo-
sureé Dead In Its Tracks:
Even After Sheriff/Trustee
Sale/Notice of Default.”

Cash will be sentenced

face more than five years in  Jan. 12, Assistant U.S. Attor-
prison, authorities said. ney Michelle Nasser Weiss
‘Cash would at times file said.

five FHA-insured, one VA guaranteed, and 24
conventional mortgages to default; and caused
HUD losses of approximately $150,000.

Copyright, 2006. The Chicago Sun-Times -
Chicago, IL. Reprinted with permission.

Ali Abdul Karim Farhat, Abdulamir Berro, Sami Ahmad Berro, Amira Farhat, Abdul
Karim Akram Berro, and Lina Reda, also known as Lina Berro, were each sentenced in
U.S. District Court, Detroit, ML, for their earlier guilty pleas to conspiracy to violate
the Racketeer Influenced and Corrupt Organization Act, bank fraud, false statements,
or mail fraud. Collectively, the above defendants were sentenced to 29 years
incarceration, 12 years supervised release, and 12 months probation; fined $4,000; and
ordered to perform 200 hours community service, forfeit a business and $72,621 in
cash, and pay Citibank and other credit card companies $823,654 in restitution. The
above defendants engaged in fraudulent credit card transactions, concealed assets in
bankruptcy filings, and obtained three FHA-insured mortgages totaling $368,000 by
submitting false documentation.

Bankruptcy attorneys Edward Varga, Norton Helton, and Lorrie Westerfield and
Wall Street mortgage broker Charlotte Schuett were indicted in U.S. District Court,
Chicago, IL, on multiple counts of bankruptcy fraud, destruction, alteration or
falsification of records in bankruptcy, and mail fraud. Schuett allegedly paid straw
buyers $5,000 to purchased FHA-insured and other distressed properties through
identity-of-interest companies, while Varga, Helton, and Westerfield allegedly filed
Chapter 7 bankruptcy petitions in lieu of Chapter 13 petitions on behalf of the
debtors, withheld property sales information from the bankruptcy court, leased the
properties back to the debtors at inflated rents, and stripped the debtors of property
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‘Mortgage bailout’
schemes alleged

By Rudolph Bush
and David Jackson
Tribune staff reporters

An attorney and self-styled
fMnancial adviser conned des-
perate homeowners into sign-
ing away the roofs over their
heads with the promise he
would help get them back on
their feet, federal prosecutors

sald Wednesday.

In announcing bankruptcy-
fraud charges against 12 peo-
ple from Chicago and sur-

r areas, pr
highlig
[

hted allegations of in-
mmon  “mort-
15 " schemes.

One, they said, was run by
Norton Helton, who promoted
himself through a Web site
and book, and purchased ra-
dio air time for his self-help
program “All Things Are Pos-
sible Now.” The program end-
ed after a Tribune investiga-

Norton
Helton, an
attorney and
financial ad-
wviser, is one
of 12 facing
federal bank-
ruptcy-fraud
charges.

tion in January revealed
fraud allegations against Hel-
ton.

“The con is ‘We're gonna
save your house. You're facing
bankruptcy ... We're gonna

rescue you.'" said David
Glockner, criminal chief of
Chicago's U.S. attorney's of-
fice. “The reality is, in the sale
of the house, the homeowners
are stripped of their equity”

Ofthe 12 defendants, five are
bankruptcy attorneys, includ-
ing three—Helton, 45, Lorie K.
Westerfield, 41, and Edward J.
Varga, 47—who practice in the
Chicago area.

Earlier this year, Wester-
field also was the subject of a
related Tribune investigation
into mortgage fraud.

12 cited in home fraud

Under the bailout schemes
mentioned Wednesday, home-
owners are persuaded to sign
over their property to “inves-
tors” with the expectation
they will be allowed to remai
in their homes while
down their debt and
up” their credit through bank:
ruptcy.

Frequently, however, the
homes are lost to foreclosure
and any equity the homeown-
ers had ends up in the pocket

clean

PLEASE SEE FRAUD, PAGE 7

Copyright, 2006. The Chicago Tribune - Chicago, IL. Reprinted with permission.

ownership and equity. Approximately 10 FHA-insured properties defaulted, but HUD
realized no loss since the FHA loans were cleared after the properties were sold to straw
buyers.

Mordecai Smith, the former chief financial officer of Virginia Beach Public Schools,
was sentenced in U.S. District Court, Norfolk, VA, to 64 months incarceration for his
earlier guilty plea to bankruptcy fraud, aggravated identity theft, and wire fraud. Smith
duped an individual into investing $27,000 for an appraisal and downpayment on a
multifamily Section 8 apartment complex, fraudulently used the SSN of another
person to obtain a conventional mortgage, and filed eight bankruptcies to forestall
foreclosure proceedings against his personal residence.

Other Single-Family Fraud

Dawn Raimo-Whitemiller, an insurance broker at Raimo Insurance, pled guilty in
U.S. District Court, Chicago, IL, to wire fraud. Steven Lucas, the former sales
coordinator for Dollars Express (DE), an FHA 203K general contractor, and DE office
manager Robert Bronke were each sentenced to 3 years probation and ordered to pay
First Tennessee Bank $349,000 in restitution for their earlier guilty pleas to wire fraud.
The above defendants and others defrauded HUD and First Tennessee Bank by
recruiting straw buyers and falsifying completed work orders to facilitate the release of
contracting escrow funds on more than 70 FHA-insured 203K mortgaged properties.
HUD realized losses in excess of $4.1 million.

In Buffalo, NY, Washington Mutual Home Loans agreed to pay HUD $363,917 for
violating the terms of its 2001 civil settlement agreement. Washington Mutual Home
Loans submitted seven FHA-insured mortgage claims on loans previously indemnified
causing HUD losses of $264,917.
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Anthony James, a former loan officer at Park Place Mortgage and Top Elite
Financial, pled guilty in Wayne County Circuit Court, Detroit, MI, to false pretenses
greater than $20,000. James personally closed four FHA reverse equity loans of
elderly recipients and retained approximately $209,000 of the loan proceeds.

Stephen White, a school teacher in Long Beach, CA, entered into a civil settlement
agreement with the United States Attorney's Office, Los Angeles, CA, and agreed to
repay HUD $60,000. White purchased a HUD-owned property through the Officer/
Teacher Next Door program (O/TND), falsely certified his residency at the property
and leased the property before reselling the property and realizing a substantial profit.

John Henry Davis, a licensed real estate agent and lieutenant at Ironwood State
Prison in Blythe, CA, was sentenced in U.S. District Court, Los Angeles, CA, to 5 years
probation and 6 months home confinement, fined $10,000, and ordered to pay trial
expenses for his earlier conviction for attempting to corruptly influence a witness. Davis
hid his nonresidency at the O/TND property and attempted to influence the testimony
of a witness/tenant.

Lamont Harris, a former Norfolk public schools guidance counselor, pled guilty in
U.S. District Court, Norfolk, VA, to making false statements to HUD. Harris
purchased a HUD-owned property through the O/TND program, renovated and leased
the property to others, then falsely certified that the O/TND property was his sole and
principal residence.

Francisco S. Renteria, a former U.S. Border Patrol agent and current Immigration
and Customs Enforcement (ICE) supervisory immigration officer, was indicted in U.S.
District Court, El Paso, TX, for false statements to HUD. Renteria allegedly falsified
his HUD Good Neighbor Next Door (GNND) program application and annual
certifications by failing to claim previously owned residential properties or actual
residency in the GNND property. HUD realized a loss of approximately $57,000.

Real estate consultant Donovan Gilpin, doing business as Pre Amble Properties,
and realtor Rohan A. Johnson, also known as Ato Ra Ajah El, each pled guilty in U.S.
District Court, Central Islip, NY, to theft of government property or conspiracy to
commit mail fraud and convert and convey property owned by HUD without
authority. 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 properties; then sold the bank property to an unsuspecting buyer and
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attempted to sell a HUD- and VA-owned property to undercover operatives for
$550,000. The fraudulent deeds prevented HUD from selling its properties to
legitimate buyers and banks from deeding foreclosed properties to HUD.

Nadine Sackor, also known as Nadine Taylor, a former loan officer at USA Home
Mortgage Corporation, was indicted in Cook County Circuit Court, Chicago, IL, for
theft and forgery. Sackor allegedly collected and retained $280,000 in loan origination
fees earmarked for her employer, then used more than $50,000 of the stolen funds to
purchase at least three HUD REO properties.

Byron Fitchpatrick, owner of ABS Rentals, was sentenced in U.S. District Court,
Wichita, KS, to 60 months incarceration and 36 months supervised release, fined $1,000,
and issued a permanent government-wide debarment for his earlier guilty plea to
conspiracy to commit fraud against HUD. Fitchpatrick used proceeds from illicit drug
sales to purchase HUD-owned properties as an owner/occupant through previously
indicted conspirators Shatanya Fitchpatrick (also known as Shatanya Douglas), Manjur
Alam, Kathleen Fitchpatrick, Deverell Jones, or Demond Reed, then stored illegal drugs
at the homes prior to renting or reselling the properties.

Kweku Fortune was sentenced in Kings County State Court, Brooklyn, NY, to 172
months incarceration, fined $45,000, and ordered to pay the State of New York $45,000
in restitution for his earlier conviction of grand larceny. Fortune, impersonatinga HUD-
approved real estate broker, attempted to sell HUD-owned and other properties, then
retained $55,000 of prospective buyers' downpayments.

Real estate investor Dariusz Przybylek and former HUD-approved appraiser Erwin
Espe each pled guilty in U.S. District Court, Chicago, IL, to wire fraud. Przybylek
attempted to use a straw buyer to purchase a HUD-owned property for 150 percent of
the HUD-appraised value by submitting an inflated appraisal, fraudulent contractor
affidavits, and false loan documents in an effort to facilitate his receipt of $113,000 for
property rehabilitation through a straw contractor; Espe provided the fraudulent
appraisal for Przybylek.
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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 2,637 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. (see chapter 8,
page 128)

Audits

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

Key Program Results Questioned Costs Funds Put to Better Use
Audit 29 Audits $12.8 Million $42 Million
page 33 - Low Income Housing Tax Credit
Our page 33 - Section 8 Housing Choice Voucher Program Activities at
Focus PHAs
page 37 - Public Housing Program Activities

Chart 3.1: Percentage of OIG Public and Indian Housing Audit Reports
During this Repoting Period

Region 9-10
Los Angeles 17%

Region 7-8
Kansas City 14%

Region 5

Chicago 17% New York 3%

Region 6

Region1
Boston 3%

Region 2

Region 3
Philadelphia 14%

Region 4
Atlantal0%

Fort Worth 22%
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Low-Income Housing Tax Credit

HUD OIG audited HUD's Office of Public and Indian Housing, Washington, DC,
as a followup to previous OIG audit work at a public housing agency, which noted that
low-income housing tax credit projects charged higher rents to tenant-based housing
choice voucher households than to tenants without vouchers. The rents charged for
voucher households also exceeded the rent restrictions established by the Internal
Revenue Service (IRS) for these tax credit projects.

Consistent with program regulations, HUD allows tax credit project owners to
charge the Housing Choice Voucher program more than $13.5 million annually for rents
that exceed the IRS maximum rent when they lease rent-restricted units to households
with tenant-based housing choice vouchers. However, the same units would be
available to the same households at the lower, IRS-restricted rent if the households had
no vouchers.

OIG recommended that, for tenant-based vouchers used for units in tax credit
projects that have all of their units rent restricted, HUD change its regulations to cap
Section 8 gross rents to the IRS-restricted rent level that applies set-aside for
households qualifying in the 60 percent area median gross income level. OIG also
recommended that HUD track the overlap of these two affordable housing programs
by capturing the tax credit status of voucher units in its tenant record database.
(Audit Report: 2007-LA-0001)

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. In HUD's fiscal year (FY) 2006 appropriation, the
Congress directed OIG to increase its audit and investigative efforts related to public
housing agencies' administration of this program. Public housing agencies 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 audited the Housing Authority of the Birmingham District's,
Birmingham, AL, Section 8 Housing Choice Voucher program. Of 66 units inspected,
58 did not meet HUD's housing quality standards, and 38 were in material
noncompliance. As a result, tenants lived in units that were not decent, safe, and
sanitary, and that the Authority made housing assistance payments for units that did
not meet standards. Over the next year, the Authority could make housing assistance
payments of more than $10.4 million for units in material noncompliance with housing
quality standards if it does not implement adequate controls.
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OIG recommended that HUD require the Authority to inspect the 58 units that
did not meet housing quality standards to verify that the owners took appropriate
corrective action; if appropriate actions were not taken, the Authority should abate
the rents or terminate the housing assistance payments contracts. HUD should also
require the Authority to implement internal controls, policies, and procedures to
ensure that units meet housing quality standards and inspections meet HUD
requirements and to develop and implement quality control inspection procedures.
(Audit Report: 2007-AT-1001)

HUD OIG audited the Puerto Rico Department of Housing's, San Juan, PR,
Section 8 Housing Choice Voucher program. Of 66 units inspected, 63 did not meet
minimum housing quality standards, and 23 were in material noncompliance. As a
result, Section 8 program funds were not used efficiently and effectively to provide
units that were decent, safe, and sanitary; and the authority made housing assistance
payments for units that did not meet standards. The authority also overhoused 29
tenants and miscalculated Section 8 assistance.

OIG recommended that HUD require the authority to inspect all of the units that
did not meet minimum housing quality standards to verify that the landlords took
appropriate corrective actions. If appropriate actions were not taken, the authority
should abate the rents or terminate the tenants' vouchers. In addition, HUD should
require the authority to establish and implement controls to ensure that it follows HUD
requirements so that assistance payments are correct and to prevent an estimated $2.6
million from being spent on units that are in material noncompliance with standards.
(Audit Report: 2007-AT-1005)

HUD OIG audited the Columbus Metropolitan Housing Authority's, Columbus,
OH, Section 8 Housing Choice Voucher program. In administering its Section 8
Project-Based Voucher program, the Authority did not perform environmental reviews,
rent reasonableness determinations, and housing quality standards inspections before
executing housing assistance payments contracts. It paid housing assistance for units
not under housing assistance payments contracts, underpaid housing assistance for
program households, issued duplicate housing assistance payments for three units, and
did not use the proper HUD form to execute housing assistance payments contracts.

Regarding its Family Self-Sufficiency program, the Authority paid more than
$431,000 in escrow payments to households contrary to Federal requirements. It failed
to complete required forms, include individual training and service plans in the
contract of participation, ensure that participants sought and maintained suitable
employment, ensure that participants identified and met interim goals, ensure that
participants met interim goals before being issued early escrow payments, offer
supportive services, and require participants to meet regularly to ensure that they met
interim and final goals and properly changed goals.
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The Authority failed to remove from its program households that did not receive
housing assistance payments for 180 days or more and made payments after
households should have been terminated. It did not follow its program administrative
plan regarding households with zero income, which required it to reverify zero-income
households every 180 days. It also did not follow HUD's requirements concerning
special admissions, waiting list reinstatements, third-party verifications, and other
excluded sources of annual income and stated that it would pay owners a household's
portion of unpaid rent.

OIG recommended that HUD require the Authority to reimburse its program from
nonfederal funds for the improper use of funds, reimburse its Family Self-Sufficiency
program from nonfederal funds for its improper use of contract and program funds,
provide support or reimburse its program from nonfederal funds for the unsupported
housing assistance payments, and implement adequate procedures and controls to
address the issues identified. (Audit Report: 2007-CH-1004)

HUD OIG audited the Housing Authority of the City
of Evansville's, Evansville, IN, Section 8 Housing Choice
Voucher program.

EHA
needs
changes

Of 63 housing units inspected, 48 did not meet HUD's
housing quality standards, and 44 had 230 violations that
existed at the time of the Authority's previous inspections.
Of the 68 household files reviewed, 20 did not contain the

proper documentation to support the Authority's . Aqdltors say

. . 0 violations are risky
payment of housing assistance and utility allowances. In
addition, the Authority did not abate 5 of the 25 program i et

units that failed an annual housing quality standards
inspection and reinspection(s) between January and June
2006 and did not ensure that 138 of the 320 unit
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unsupported housing assistance and utility allowance
payments and related administrative fees, and implement
adequate procedures and controls to address the issues
identified. These procedures and controls should help
ensure that more than $1.5 million in program funds
is spent on payments that meet HUD's requirements.
(Audit Report: 2007-CH-1003)
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HUD OIG reviewed the Housing Authority of the County of Santa Clara's, Santa
Clara, CA, Section 8 rent reasonableness determinations for its Section 8 Housing Choice
Voucher program. The Authority did not determine that rents charged to individuals
receiving Section 8 housing assistance were reasonable. Further, it did not administer
the rent reasonableness determinations in accordance with HUD rules and regulations
or its HUD-approved administrative plan.

OIG recommended that HUD require the Authority to establish adequate
controls and procedures to ensure that it makes Section 8 housing assistance payments
based on reasonable rent determinations, establish and implement policies and
procedures to ensure that Authority specialists have information needed to determine
reasonable rents, and support or reimburse HUD for more than $17,000 in questioned
housing assistance payments. In addition, OIG recommended that HUD recapture
$1.36 million of the administrative fees earned during the audit period for not
performing rent reasonableness in accordance with HUD rules and regulations. (Audit
Report: 2007-LA-1006)

HUD OIG audited the Lubbock Housing Authority's, Lubbock, TX, Section 8
Housing Choice Voucher program. Of the 61 units inspected, 47 failed inspections,
and 30 were materially noncompliant with housing quality standards. As a result, the
Authority housed families in units that were not decent, safe, and sanitary. If the
Authority does not implement effective management and controls, it could spend more
than $1.2 million in the next 12 months on the estimated 266 units expected to be
materially noncompliant with HUD's housing quality standards.

OIG recommended that HUD require the Authority to ensure that all 47 units meet
housing quality standards and to implement procedures and controls over its Section 8
inspection process to ensure that all of its units meet housing quality standards.
(Audit Report: 2007-FW-1001)

HUD OIG audited the Housing Authority of Bexar County's, Bexar County, TX,
Section 8 Housing Choice Voucher program. The Authority accurately calculated
assistance and correctly applied its subsidy standards in 151 of 224 vouchers reviewed.
However, it paid excessive assistance on 61 vouchers. For the remaining 12 vouchers,
the Authority incorrectly applied its subsidy standards but did not pay excessive
assistance because the contract rent was below the payment standard applied. In
addition, due to excessive assistance payments during 3 months in 2004 that were used
as the baseline for calculating the 2006 budget and maximum funding, HUD overfunded
the Authority's FY 2006 program budget.

OIG recommended that HUD require the Authority to (1) correct voucher sizes
and/or payment standards on the 61 vouchers with excessive assistance and repay HUD
for the excessive assistance of almost $108,000 paid through June 30, 2006, and (2)
implement procedures to ensure that it correctly assigns voucher sizes and calculates
assistance using the correct payment standards on future vouchers. OIG estimates
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that the Authority could avoid additional overpayments of almost $133,000 during the
next 3.7 years by implementing such procedures. Finally, OIG recommended that HUD
reduce the Authority's 2006 budget by more than $34,000 due to the excessive
payments during 2004 used as the baseline in the formula for calculating its budget
and funding. (Audit Report: 2007-FW-1005)

HUD OIG audited the Housing Authority of the County of Contra Costa's,
Martinez, CA, administration of rent reasonableness determinations for units leased
under its Section 8 Housing Choice Voucher program.

The Authority compared assisted units to units that were vastly dissimilar and,
therefore, provided no support for the contract rent. It did not consider important
factors that could affect the rental price, such as amenities, services provided, age of
units, and square footage. The forms used to document the rent reasonableness
determinations were often missing or incomplete and/or contained erroneous
information. The Authority also improperly used Federal funds to pay for housing
assistance overpayments caused by its delays in processing landlords' rent increase
requests and did not reimburse HUD for those improper payments.

OIG recommended that HUD require the Authority to (1) support or reimburse
HUD almost $83,000 in unsupported housing assistance payments; (2) follow
HUD-approved policies and procedures when performing rent reasonableness
determinations and ensure that adequate quality control procedures are in place; (3)
reimburse HUD nearly $78,000 in administrative fees; (4) repay HUD more than $5,000
for subsidy overpayments resulting from processing delays; (5) repay additional
subsidies disbursed due to late processing of rent increases from July 1, 2005, to the
present; and (6) develop procedures that ensure the timely processing of rent increase
requests, prevent the use of Federal funds to pay for the Authority's errors or
omissions, and address repayment of funds to HUD for overpayments resulting from
the use of Federal funds to pay for errors or omissions. (Audit Report: 2007-LA-
1004)

Public Housing Program Activities

HUD OIG audited the Utica Municipal Housing Authority, Utica, NY, to
determine whether the Authority (1) administered its HOPE VI grant program and
activities effectively, efficiently, and economically in accordance with grant agreements
and applicable rules and regulations, (2) complied with applicable procurement
requirements, (3) implemented sufficient disbursement controls over administrative
costs charged to the program, and (4) had a cost allocation plan to adequately account
for and distribute costs to the program.

The Authority's HOPE VI program is not achieving vital revitalization objectives in
a timely manner or in accordance with program goals and requirements as specified in
its application, revitalization plan, and grant agreement. The Authority did not always
comply with applicable procurement policies for three professional services contracts
when (1) excessive fees were paid for application service, (2) a consulting contract was
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improperly modified, and (3) administrative costs were charged to the program. In
addition, the Authority periodically allocated certain costs such as wages and fringe
benefits but neglected to allocate other indirect costs, and its allocation plan for wages
and fringe benefits was not adequately supported or detailed.

OIG recommended that HUD instruct the Authority to implement procedures to
ensure that all collateral investments and in-kind services for the HOPE VI project are
documented and quantified, reevaluate the scope of its revitalization plan, and amend
the plan accordingly so that HUD can reassess whether the Authority is able to meet
its primary objective of revitalizing the project neighborhood known as Cornhill. Based
on this reassessment, HUD should determine whether the amended plan is effective
enough to ensure that the remaining $7.47 million in grant funds will be used efficiently.
If the Authority can only achieve certain objectives, HUD should consider reducing
the remaining amount of grant funds proportionately. HUD should also establish
controls to ensure compliance with all applicable Federal, State, and local
procurement policies and regulations; submit supporting documentation to justify all
unsupported costs, so that HUD can make an eligibility determination, and reimburse
the program from nonfederal funds all amounts determined to be ineligible; and
develop and implement a cost allocation plan or establish an indirect cost rate
proposal to ensure that all costs are properly allocated to the benefiting sources.
(Audit Report: 2007-NY-1001)

HUD OIG audited the Montgomery County Housing Authority, Norristown, PA,
The audit objective was to evaluate whether the Authority properly used HUD funds
to purchase, renovate, and maintain its main administrative office. OIG also reviewed
the adequacy of the Authority's administration of its Section 8 Housing Choice Voucher
program.

The Authority improperly acquired a $1.2 million loan, using HUD assets as
collateral, and improperly used HUD funds to pay the interest and principal on the
loan, which it used to renovate its main office building. It improperly used Public
Housing Homeownership program proceeds and capital funds to purchase, renovate,
and maintain its main office building, much of which either was vacant or the Authority
had been attempting to lease commercially for several years or had leased to the
Redevelopment Authority of Montgomery County. The Authority improperly used
Homeownership program proceeds to pay the utilities of the Redevelopment
Authority, which is a tenant in its building. The Authority's improper use of HUD
funds contributed to a significant increase in its operating expenses and caused it to
delay and cancel needed repairs at public housing units in Montgomery County.

OIG recommended that HUD notify the Authority that it improperly encumbered
HUD assets and direct it to provide evidence that the financial instruments
encumbering the assets have been changed to exclude the assets and, thereby, put $1.1
million to better use. OIG further recommended that if the Authority does not
withdraw its encumbrances of HUD assets, it should be considered in substantial
default of its annual contributions contract. OIG also recommended that HUD
initiate appropriate sanctions against Authority officials responsible for encumbering
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By Kathy Boceella
INQUIRER STAFF WRITER

Federal funds intended to
help house low-income families
were improperly used to pur-
chase and renovate the Mont-
gomery County Housing Author-
ity’s new headguarters in Nor-
ristown, a federal audit found.

The authority misused-$1.1 mil-
lion from the U.S. Department of
Housing and Urban Development
to buy and gut a former Com-
merce Bank building at 104 W.

Main St., according to a Dec. 13
report by HUD's Office of Inspec-
tor General in Philadelphia.

Some of the HUD money was
used as collateral for a $1.2 mil-
lion loan. Federal funds were
also used to pay for the loan
and for utilities for the Redevel-
opment Authority of Montgom-
ery County, which rented space
in the building.

The audit, which arose from
complaints to the Office of In-
spector General's hotline, rec-

ommended that the authority
provide evidence that the
$1.1 million is being put to “bet-
ter use” or risk being in default
of its contract with HUD. It also
recommends that HUD seek
sanctions against the Housing
Authority officials responsible
for the disbursements.

Kenneth A. Roos, the Housing
Authority solicitor, said the agen-
¢y maintains it had the discretion
to use the money for the building.

“This is a preliminary find-

HUD says Montco housing agency misused funds

ing,” he said. “We haven't been
ordered to do anything. We
have every intention of cooper-
ating with and working with
HUD to resolve this.”

The authority purchased the
building on Nov. 30, 1999, for
$325,000 and acquired the
$1.2 million loan for renova-
tions on Jan. 24, 2002.
Contact staff writer Kathy Boccella
at 610-313-8123 or
kboccella@phillynews.com.

Copyright, 2006. The Philadelphia Inquirer - Philadelphia, PA. Reprinted with permission.

HUD assets to secure a loan and require the Authority to properly support its use of
almost $976,000 in Homeownership program proceeds or repay the program
unsupported amounts from nonfederal funds, repay to the United States Treasury from
nonfederal funds more than $609,000 in ineligible capital funds, reimburse the
Homeownership program more than $9,000 for improperly paying its tenants' utility
bills, begin paying future debt service on the $1.2 million loan from nonfederal funds,
and provide adequate support for more than $119,000 in interest payments it made on
the loan or repay HUD any unsupported amounts. (Audit Report: 2007-PH-1002)

HUD OIG audited Oakland Housing Authority's, Oakland, CA, procurement and
contracting activities in response to a citizen's complaint. The objective was to
determine whether the Authority's procurement and contracting practices were in
compliance with Federal requirements.

The Authority did not follow HUD's procurement requirements and its own
procurement policy when it awarded, renewed, amended, and made payments on
several legal service contracts. As a result, it made unsupported and excessive
payments totaling more than $2.3 million for these services.

OIG recommended that HUD require the Authority to (1) provide support for
various expenditures charged for the program, (2) issue a new request for proposal for
eviction legal services to ensure that it obtains competitive prices for the service, (3)
revise its contract monitoring system to ensure that it only pays for goods and services
in accordance with contract terms and performs all future procurement actions in
accordance with applicable requirements, and (4) revise its Moving to Work
agreement so that it requires the Authority to obtain HUD's approval before
executing any professional service contracts and amendments totaling more than
$50,000 for a minimum of 1 year or until HUD is satisfied that the procurements and
contracts meet Federal requirements. (Audit Report: 2007-LA-1005)

HUD OIG audited the Housing Authority of the City of Wilmington, Wilmington,
NG, to determine whether it inappropriately used Federal funds to support other
programs or entities in violation of requirements.
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Authority management did not implement adequate internal controls to ensure
that program funds were used only for eligible program activities or that costs were
properly allocated and supported. Further, the Authority inappropriately used
operating subsidies to pay expenses of other Federal and nonfederal programs. In
addition, it could not support that it appropriately spent more than $800,000 in
accordance with requirements. Further, it did not follow IRS requirements to deter-
mine and report the value of fringe benefits received by employees from use of
employer-provided vehicles.

OIG recommended that HUD require the Authority to (1) repay ineligible costs of
almost $745,000; (2) provide support for more than $880,000 in costs; (3) develop
and implement procedures to ensure that program expenditures are eligible and
properly supported, thereby putting an estimated $564,000 to better use; and (4)
develop and implement policies and procedures governing employee use of
Authority-owned vehicles. (Audit Report: 2007-AT-1004)

HUD OIG audited the Housing Authority of the City of Gary's, Gary, IN,
nonprofit development activities to determine whether the Authority effectively and
efficiently used resources subject to its annual contributions contract, other
agreements, or HUD regulations regarding its nonprofit development activities.

The Authority failed to properly administer refunding savings from the Fifth
Avenue Housing Development Corporation's June 1992 refunding of mortgage revenue
bonds, May 1993 redemption of mortgage revenue refunding bonds, and June 2001
refunding of mortgage revenue refunding bonds. It lacked adequate documentation to
support that it used more than $900,000 in refunding savings from the Corporation's
1992 refunding of mortgage revenue bonds and 1993 redemption of mortgage revenue
refunding bonds to provide affordable, decent, safe, and sanitary housing to very
low-income households. Further, the Authority and HUD were not aware of nearly
$800,000 and at least $260,000, respectively, in refunding savings funds available to
them until OIG brought it to their attention during the audit.

OIG recommended that HUD require the Authority to provide documentation or
reimburse its refunding savings from nonfederal funds for the unsupported payments;
submit a proposal for HUD's approval regarding the Authority's planned use of the
unused refunding savings for affordable, decent, safe, and sanitary housing for very
low-income households; and implement adequate procedures and controls to ensure
that it uses the refunding savings and submits required certifications and reports in
accordance with its financial adjustment factor refunding agreement with HUD. OIG
also recommended that HUD request The Bank of New York Trust Company, N.A., to
disburse to HUD the remaining refunding savings in the trust account from the
Corporation's refunding of the mortgage revenue refunding bonds in 2001. (Audit
Report: 2007-CH-1005)
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HUD OIG audited the Benton Harbor Housing Commission's, Benton Harbor, M1,
public housing program and its home ownership program, funded with Special
Purpose Grant funds from the City of Benton Harbor. The audit was conducted to
determine whether the Commission effectively maintained its program units in
accordance with applicable requirements and appropriately used its program
operating subsidies and the City's Grant funds.

The Commission did not maintain the program units selected for inspection in good
repair, order, and condition; nor did it always conduct its annual program unit
inspections within 1 year as required. It did not comply with HUD's requirements and
its policies in administering its program's admission and occupancy process and lacked
an effective maintenance process to ensure that program unit deficiencies were
identified and repaired in a timely manner. In addition, it inappropriately received
excess program operating subsidies for units that were vacant for more than 12 months.
It also failed to properly administer its home ownership program in accordance with
its master participation agreement with eight lending institutions and has not used
Grant funds it received from the City for the home ownership program more than nine
years ago or the interest earned on the Grant funds.

OIG recommended that HUD require the Commission to reimburse its program
from nonfederal funds for the improper use of funds, provide support or reimburse its
program from nonfederal funds for the unsupported payments, and implement adequate
procedures and controls to address the deficiencies identified. OIG also recommended
that HUD require the Commission to reimburse the City $240,000 from its home
ownership program's accounts so the City can use the Grant funds to support housing
rehabilitation, transfer to its general fund nearly $83,000 from its home ownership
program's accounts so it can use the funds to provide housing services in accordance
with the Michigan Complied Laws, and provide support or transfer more than $60,000
from its home ownership program's accounts so it can use the funds to provide housing
services in accordance with the Michigan Compiled Laws. (Audit Report: 2007-CH-
1002)

HUD OIG audited the Newport News Redevelopment and Housing Authority,
Newport News, VA, to determine whether the Authority appropriately used low-rent
public housing funds to support its other programs and whether it purchased goods
and services in compliance with HUD and Federal regulations. OIG also evaluated the
Authority's compliance with HUD regulations for recertifying low-income housing
tenants and its support for drawdowns of HUD funds.

The Authority generally complied with HUD regulations for recertifying
low-income housing tenants and properly supported its drawdowns for HUD funds.
However, contrary to its consolidated annual contributions contract, the Authority
used low-rent public housing funds to pay expenses of its other HUD and non-HUD
programs and did not settle the balance due to the low-rent public housing fund in a
timely manner. Also, the Authority did not always record financial transactions on its
books in a timely manner. Additionally, contrary to Federal procurement regulations
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and its own procurement policy, the Authority did not always adequately justify
awarding contracts.

OIG recommended that HUD direct the Authority to repay its low-rent public
housing fund more than $246,000 owed by its other HUD and non-HUD programs
and create and implement policies and procedures to ensure that all transactions are
recorded on the books in a timely manner and that the due-to/due-from account is
reconciled and settled monthly, thereby putting nearly $490,000 in public housing
funds to better use over a l-year period. Further, OIG recommended that the
Authority develop and implement procedures to ensure that it properly awards
contracts according to established policies and procedures and emphasize to
responsible personnel the need to follow applicable policies and procedures and
provide them training regarding Federal procurement requirements. (Audit Report:
2007-PH-1005)

HUD OIG audited the Lubbock Housing Authority's, Lubbock, TX, financial
relationship with its nonprofits to determine whether the Authority was operating its
nonprofits in accordance with HUD requirements and if not, to determine the extent,
cause, and impact of any violations.

The Authority made more than $672,000 in inappropriate advances from its low-
rent fund to its two nonprofits. One nonprofit has no assets to repay the nearly $368,000
advanced to it. The second nonprofit still owes more than $304,000 to the Authority's
low-rent program fund and reportedly lacks the resources to repay it.

OIG recommended that HUD require the Authority to either repay the money
that it advanced to the first nonprofit or seek forgiveness for it and to repay its low-
rent fund for the balance due from the second nonprofit. OIG also recommended that
HUD take applicable administrative actions against the appropriate parties. (Audit
Report: 2007-FW-1002)

HUD OIG audited the Housing Authority of the County of Beaver's, Beaver, PA,
controls over HUD assets to determine whether the Authority properly used and
maintained control of HUD assets.

For the most part, the Authority used and maintained control of HUD assets
properly. However, it did not properly support allocations of salary and benefit costs
to its HUD-funded programs and did not properly monitor disbursements. As a
result, it made unsupported expenditures for salary and employee benefit costs of nearly
$293,000 and made ineligible disbursements totaling nearly $47,000.

OIG recommended that HUD direct the Authority to provide documentation to
support the questioned costs or reimburse that amount from nonfederal funds; repay
the ineligible costs; and develop and implement procedures to ensure that salary and
benefit allocations are properly supported, thereby putting more than $146,000 to
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better use over a 1-year period, and disbursements of HUD funds are consistent with
the terms of its annual contributions contracts and other Federal regulations, thereby
putting almost $16,000 to better use over a 1-year period. (Audit Report: 2007-PH-
1001)

HUD OIG audited procurements by the Jacksonville Housing Authority,
Jacksonville, AR. The audit addressed HUD allegations of mismanagement at the
Authority and was conducted to determine whether the Authority complied with its
procurement policy and satisfied HUD-mandated timeframes for the obligation of
program funding,

Due to its mismanagement of the program, the Authority overstated its
obligations to prevent HUD's recapture of almost $133,000 in funding. Therefore, it
did not satisty HUD-mandated timeframes for the obligation of funding. In addition, it
did not comply with its procurement policy regarding soliciting bids, documenting
bids, and accepting the work, thereby misspending more than $164,000 of its funding.

OIG recommended that HUD assist the recently replaced board of commissioners
and the new executive director in establishing board oversight and controls to ensure
that the Authority implements sound funding plans, enters valid obligations in the Line
of Credit Control System, and complies with its procurement policy. This should
result in more than $281,000 being put to better use. HUD also should penalize the
Authority for slow obligation of funding and direct it to either support or repay HUD
for procurements not conducted in conformity with policy and/or supported for which
it spent more than $164,000 in program funding. (Audit Report: 2007-FW-1007)

HUD OIG audited the East St. Louis Housing Authority, East St. Louis, IL, to
determine whether the Authority followed HUD's regulations and its own policies when
procuring goods and services, granting leave, and managing vehicle operations.

The Authority improperly procured goods and services, improperly granted leave
to employees at a cost of almost $148,000 in exchange for nonprofit contributions, and
poorly managed its general vehicle operations, incurring more than $29,000 in improper
vehicle allowances.

OIG recommended that HUD require the Authority to improve its procurement
controls by developing clearly written policies and procedures and repay from
nonfederal sources the funds improperly spent for employee leave. OIG also
recommended that HUD require the Authority to improve its controls over vehicle
operations, dispose of unnecessary vehicles, and repay from nonfederal sources the funds
improperly spent on vehicle allowances. (Audit Report: 2007-KC-1004)
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HUD OIG audited the Marion Housing Authority's, Marion, IN, nonprofit
development activities to determine whether the Authority diverted or pledged
resources subject to its annual contributions contract, other agreements, or regulation
for the benefit of non-HUD developments.

The Authority inappropriately used public housing operating funds to support the
activities of the Affordable Housing Corporation, a nonprofit organization created by
the Authority, without HUD approval. As of November 2006, the Authority owed its
public housing program more than $180,000. It inappropriately used nearly $19,000
in Housing Choice Voucher/Family Self-Sufficiently program coordinators funds from
January 2003 through June 2004 to pay its former family self-sufficiency/housing
counselor's salary and benefits while the former counselor worked on the Corporation's
activities. In addition, the Authority could not provide adequate documentation to
support that its use of more than $25,000 in coordinators funds to pay the former
counselor's salary and benefits during the same period was appropriate.

OIG recommended that HUD require the Authority to reimburse its public
housing operating and coordinators funds from nonfederal funds for the inappropriate
disbursements and implement adequate procedures and controls to ensure that it uses
public housing program and coordinators funds appropriately. OIG also recommended
that HUD take appropriate action against the Authority. (Audit Report: 2007-CH-
1001)
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Investigations

Some of the investigations discussed in this report were conducted jointly with
Federal, State, and local law enforcement agencies. The results of OIG’s more
significant investigations are described below.

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

Key Program Cases $ Convictions/Pleas/ | Admin/Civil
Results Closed Recovered Pretrials Actions
Investigations 438 $13 Million 370 723

page 46 - Public Housing Authority Theft/Embezzlement
page 51 | - Rental Assistance Fraud

Our Focus
page 69 | - Fugitive Felon Initiatives

page 71 | - Other Fraud Crimes

Chart 3.2: Percentage of OIG Public and Indian Housing Closed Investigation
Cases During this Reporting Period*

Region1
- Boston 12%

Region 5

Region 2
Chicago 11% o

A p Region7-8 New York 6%

Kansas City 7%

Region 3
Philadelphial5%

Region 9-10

Region 4
Los Angeles 25% -

- Atlanta11%
Region 6
Fort Worth13%

*This does not include cases where funds misused came from Congress for the hurricane relief.
(see chapter 6 for these cases)
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Public Housing Authority Theft/Embezzlement

Raymond Asselin, Sr., the former Springfield Housing Authority (SHA) executive
director; his wife and sons, Janet, James, Christopher, Joseph, and Raymond Asselin, Jr;
Arthur Sotirion, the former SHA deputy executive director; Francis X. Maroney, a former
SHA purchasing agent; and former SHA contractors Paul A. Bannick, doing business as
Paul A. Bannick Company; John Spano, doing business as Valley Floor Covering, Inc.;
John P. Corcoran, doing business as Corcoran Plumbing, Inc.; and Nicholas Katsounakis,
doing business as Manny's Plumbing, were each sentenced in U.S. District Court,
Springfield, MA, for their earlier guilty pleas to bribery, conspiracy to commit theft
against the government, racketeering, conspiracy to commit racketeering, theft,
obstruction of justice, filing false Federal income tax returns, and/or mail and wire fraud.
Raymond Asselin, Sr., was sentenced to 10 years incarceration and 2 years probation,
fined $75,300, and ordered to pay SHA $87,500 in restitution; collectively, the
remaining defendants were sentenced to 193 months incarceration, 30 months home
confinement, 6 years supervised release, 21 years probation, and 1,000 hours
community service; fined $483,900; and ordered to pay SHA more than $2.1 million in
restitution and forfeit six properties, including a $1.2 million house on Cape Cod,
time-share condo in Aruba, BMW automobile, 23-foot Chaparral boat, and $243,650 in
cash previously seized. The above defendants assisted Raymond Asselin, Sr,. in
embezzling more than $3.5 million from SHA for the personal benefit of Asselin, his
family members, and others.

Raymond Asselm gets 10 years

Wife gets probation
m corruption saga

By JACK FLYNN gies and wrenching emotional ap-
ifmn@repub.com peals.

SPRINGFIELD - Raymond B, As- A!]‘
selin, the disgraced former director
of the Spnngﬁe]d Housing Authori- -
(l ty, was given a D-yaarp .
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career f:

5. District Judge Michael
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Asselin, 69, of Springf 5
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Dora Perez, the former San Benito Housing Authority (SBHA) low-rent manager,
pled guilty in U.S. District Court, Brownsville, TX, to embezzlement. From 1998 to
2006, Perez embezzled approximately $273,591 in tenant rents from Palmville I & 1I,
SBHA senior and disabled housing developments.
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Terry L. Taylor, a former City of Milwaukee Housing Authority (CMHA)
accountant, was sentenced in Wisconsin State Circuit Court, Milwaukee, WI, to 2
years confinement and 5 years probation and ordered to pay the City of Milwaukee
$262,271 in restitution for her earlier guilty plea to theft by fraud over $10,000. Taylor
embezzled CMHA funds by creating a fictitious business known as American League
Insurance (ALI), then submitted fabricated ALI invoices and obtained $262,271 in
CMHA payments.

Marisol Cortez and Flora Cruz, Paterson Housing Authority (PHA) Section 8
caseworkers; Benny Ramos, City of Paterson (Paterson) Section 8 program deputy
director; Elisa Griffin and Marie Rosa, Paterson Section 8 caseworkers; Princess Reaves,
Paterson deputy court administrator; Lee Holland, Javier Nunez, Yolanda Lane, Victor
Ortiz, and Stanley Williams, Paterson employees; Mark Hooks, a City of Passaic
employee; and George Morgan and Robert Schweiderick, Passaic Valley Water
Commission employees, were each arrested and/or charged in U.S. District Court,
Newark, NJ, with soliciting and accepting bribes. The above defendants allegedly
solicited and accepted bribes from an unnamed conspirator in exchange for steering
Section 8 tenants to specific properties, expedited building inspections, or rejected
tenant complaints filed in municipal court. HUD losses have not yet been determined.

Ex-housing aide
indicted in theft

The former finance director of the Ga-

Patricia Bobo, the former Gary Housing
Authority (GHA) finance director, was indicted in
U.S. District Court, Gary, IN, for embezzlement and
Federal income tax evasion. From August 2002

through September 2003, Bobo allegedly embezzled
about $120,000 from GHA by creating and cashing
duplicate salary checks for herself, removing the
fictitious earnings checks from GHA records,
prohibiting GHA employees from reconciling GHA
accounts, and then failing to claim the embezzled
funds on her Federal income tax forms.

Teresa Thomas, a fictitious Greenshboro Housing
Authority (GHA) Section 8 landlord, was sentenced
in U.S. District Court, Greensboro, NC, to 2 months
incarceration and 4 years probation and ordered to
pay GHA $54,000 in restitution for her earlier guilty
plea to mail fraud and aiding and abetting. Thomas
and previously indicted GHA intake specialist Serna
Parker and fictitious GHA landlord Vivian Bailey
conspired and caused the mailing of 48 fraudulent

ry Housing Authority has been indicted
on federal charges of stealing more than
$100,000 from the agency, federal offi-
cials announced Monday:

Patricia A. Bobo of Chicago faces two
counts of embezzlement stemming from
alleged thefts in 2002 and 2003 as well as
two counts of tax evasion after she was
charged last week by a federal grand ju-
ry in Indiana. The indictments were un-
sealed Monday.

Bobo became interim finance director
of the authority in 2002, and by late 2003
was the full-time director. The indict-
ment alleges that during that period, Bo-
bo wrote unauthorized checks to herself
from authority funds, sometimes in the
exact amounts of her regular paychecks.

Federal prosecutors also allege that
she seized control of the authority’s
bank statements and canceled checks so
staff members could not reconcile the
amounts and that she failed to pay in-
come taxes for 2002 and 2003.

Bobo was chief financial officer of the
;jggti]cago Housing Authority inthe early

s.

Copyright, 2006. Metropolitan Digest -
Gary, IN.Reprinted with permission.

GHA housing assistance payment checks totaling more than $70,000.
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Larry Bell, the former executive director of Mound Bayou Housing Authority
(MBHA), was sentenced in U.S. District Court, Mound Bayou, MS, to 6 months home
confinement and 5 years probation and ordered to pay MBHA $1,000 and Gallagher
Basset Services $5,135 in restitution for his earlier guilty plea to embezzlement. Bell
stole approximately $64,000 in MBHA funds by manipulating MBHA bank records.

Larry J. Caillier, the former Opelousas Police Department chief, was sentenced in
U.S. District Court, Lafayette, LA, to 10 months home confinement and 5 years
probation and ordered to pay HUD $26,300 in restitution for his earlier guilty plea to
filing a false claim. Caillier, 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 he was not entitled to receive.

Gregory Webb, a former manager at the Housing Authority for the City of New
Haven (HACNH), and Corey Newton, a former HACNH employee, were each sentenced
in U.S. District Court, Bridgeport, CT, for their earlier guilty pleas to conspiracy. Webb
was sentenced to 2 years probation, ordered to perform 200 hours of community
service and fined $1000; Newton was sentenced to 6 months incarceration and 2 years
supervised release. Webb and Newton created a fictitious company called Unlimited
Horizons (UH), awarded UH approximately $54,000 in HACNH maintenance and
rehabilitation contracts, then used HACNH employees to complete the contracted
work.

Newton gets 6 months in fraud case
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ity mechanic Corey Newion sentenced by U.S, District Judge placed on the Housing auther- funds paid to Unlimited Hori-
Monday was sentenced in fed-  Janet C. Hall. ity"s approved list of work zons by the Housing Authority,
eral courl to serve six months  Webb, 55, a West Hartford tractors, the prosecutors note
in prison for conspiring to make resident, has pleaded guilty to multi-million dollar line-item Department of Housing and Newton subminted bid
false statements and misusing (he same charges as Newton. He budget consisting primarily of Urban Development and the behalf of Unlimited Horiz
government funds. faces sentencing Dec. 7. federal funds. Newton worked Housing Authority through Housing Authorit
Prosecutors said Newton  According to court documents, under Webb's supervision Unlimite were under Webb's aut
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SO0, d Kevin
attorney for the

ticut,

according o court

Adfter that, Newton woul
mit claims under the n
the “owners™ of Unlin:

conspired with Gregory Webb, Webb was responsible for man Prosecutors said that between
who was a New Haven Hous- aging properties owned by the Oclober 2002 and August 2003,
ing Autherity asset manager. Housing Authority in Districc Webb and Newton conspired ceale
and that they recruited other co- | and so had authority over a to obtain funds from ihe U5,
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Faye Nystrom, the former Benson County Housing Authority (BCHA) executive
director, pled guilty to an information filed in U.S. District Court, Fargo, ND, charging
her with embezzling $40,547 in HUD and $23,984 in U. S. Department of Agriculture
(USDA) Rural Development funds; Nystrom agreed to repay BCHA $82,558 in
restitution, including audit costs of $18,000. From 2002 to 2004, Nystrom embezzled
BCHA funds by paying herself excessive wages, issuing payments to relatives for
services not performed, and disbursing funds for fabricated travel expenses.
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Feds indict leaders in scheme

Two Housing Authority officials are accused of
stealing funds intended to refurbish apartments.

any other disciplinary action, said
board member Carl Pilcher.

“An indictment is not goilt. It's
an accusation.” Pilcher said.

The indictment states that

BY DAN DEWITT they are accused of stealing. Tremt and Bennett used “an

Bennett, the recently retired

Times Staff Writer

BROOKESVILLE — Two long-
time Brooksville Housing
Authority employees face fed-
eral indictments charging them
with stealing money intended
to refurbish apartments for Jow-
income residents.

Betty Trent, the authoritys
executive director, and Joe Anne

project manager, have each been
accused of crimes including con-
spiracy, mail fraud and theft of
public money. Bennett also has
been charged with falsifying
investigative records.

According to the indictment,
they each owe the U.S. Depart-
ment of Housing and Urban
Development $40,650 in funds

They appeared in US. District
Court on Monday and are both
free on $25,000 bond. If con-
victed, Bennett and Trent each
could be sentenced to more than
40 years in prison.

Trent was on vacation this
week, and the Housing Authority’s
board of directors has not decided
whether to suspend her or take

intermediary to make it appear
that the intermediary was paid
for services rendered,” though no
work was performed.

The indictment does not name
any of the individuals or com-
panies that were contracted
but does say the payments were
made between December 2001
» INDICT continues on 12

DANIEL WALLACE | Times
Betty L. Trent was indicted on
mail fraud and theft charges.
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Betty Chandler Trent, Brooksville Housing Authority (BHA) executive director,
was indicted in U.S. District Court, Tampa, FL, for conspiracy, mail fraud, theft
concerning programs receiving Federal funds, false statements, false claims, and theft
of public money. Joe Ann Bennett, a former BHA project manager, pled guilty to
conspiracy to defraud and commit offenses against the United States. From December
2001 to September 2006, Bennett admittedly and Trent allegedly fabricated BHA
purchases and obtained more than $40,000 in BHA funds. HUD's Enforcement
Center suspended both Trent and Bennett from HUD program participation.

HANO ex-consultant
admits taking bribes

James Lozano, a senior project
manager at Honore Construction, a
Housing Authority of New Orleans
(HANO) contractor, pled guilty to
an information filed in U.S. District
Court, New Orleans, LA, charging
him with theft or bribery
concerning programs receiving
Federal funds. Lozano solicited and
accepted more than $40,000 from
individuals seeking subcontracts
from Honore Construction after
Honore Construction received a $13
million HANO contract to build
senior citizen housing.

George Flemming, a former
Virgin Island Housing Authority
(VIHA) contractor and owner of Mr.
G's Maintenance, was sentenced in
U.S. District Court, St. Croix, VI, to

- Company paid bim

$45,000, officials say

West Bank bureau

A former consultant to the
Housing Authority of New Or-
leans pleaded guilty to bribery,
federal officials announced
Wednesday.

James Lozano, 54, of Atlanta,
pleaded guilty to bribery in con-
nection with the use of federal
funds, according to a press re-
lease from U.S. Attorney Jim
Letten, Special Agent in Charge
James Bernazzani of the New
Orleans FBI office and Special
Agent in Charge Thomas Luke
of the Department of Housing
and Urban Development’s in-
spector general's office.

Lozano was a HANO consul-
tant for the construction of the
Fischer Senior Housing Village
in Algiers. Federal officials say
Lozano was paid about $45,000

in bribes to influence HANO to
pay invoices to a construction
company that had been in a dis-
pute with the housing agenecy.

Lozano faces up to 10 years in
prison and a $250,000 fine, Sen-
tencing is scheduled for Feb. 13.

According to court docu-
ments, the construction com-
pany, which was not named,
would receive money from
HANO after it submitted pay-
ments for portions of the project
that it completed and an ar-
chitect inspected the work.

HANO hired Columbia High-
lands, the consulting firm Loz-
ano worked for, to try to clear
the impasse when a conflict
arose between the construction
company and the architect.

The owner of the construction
company and Lozano came to an
agreement under which the
company would send bribes to
Lozano using third parties to
hide the source of the funds, ac-
cording to court documents.

Copyright,2006. The Times-Picayune - New Orleans, LA.
Reprinted with permission.
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24 months incarceration and 3 years probation and was ordered to pay a $15,000 fine
and $3,200 special assessment for his earlier conviction of conspiracy and Federal
program and wire fraud. From June 1998 to September 1999, Flemming paid more than
$30,000 to former VIHA procurement specialist and previously indicted conspirator
Walter John for John's assistance in securing a $1.5 million VIHA public housing
rehabilitation contract. John allegedly provided Flemming preferential treatment and
expedited payments by circumventing VIHA payment procedures. HUD's loss is
estimated at $30,000.

Toni Hart, the former Lawrence County Housing Authority (LCHA) executive
director, pled guilty in U.S. District Court, Lawrenceville, IL, to embezzlement and
making false statements to a Federal agent. Hart used an LCHA credit card and
obtained cash withdrawals used to purchase clothing, jewelry, and personal vacations,
then provided false statements to Federal agents when questioned. HUD's loss is
estimated in excess of $24,000.

John C. Wolfe, Sr., the former Marionville Housing Authority (MHA) executive
director, pled guilty in Missouri Judicial Circuit Court, Marionville, MO, to stealing
and was sentenced to 5 years supervised probation and ordered to pay MHA $23,117 in
restitution. From April 2003 to August 2004, Wolfe embezzled $23,267 from MHA by
obtaining salary checks not reported to or approved by the MHA board of directors.

Glaister Brooks, the former Fort Pierce Housing Authority (FPHA) executive
director, was sentenced in Nineteenth Judicial Circuit Court, Fort Pierce, FL, for his
earlier conviction of grand theft and official misconduct. Brooks was sentenced to 60
days incarceration, 6 months community control, 4 years probation, and 250 hours
community service and ordered to repay FPHA $13,288 for salary payments he received
during the investigation. Brooks used an FPHA purchase order to obtain tires for his
personal vehicle, but FPHA withheld payment and terminated Brooks after his
conviction

Frederick Demps, the former Housing Authority of the City of Austin (HACA)
housing manager, was sentenced in U.S. District Court, Austin, TX, to 6 months house
arrest with electronic monitoring and 3 years probation and ordered to pay HUD $7,750
for his earlier conviction of theft from a federally funded program. Demps embezzled
tenant rents and altered HACA accounting documents to hide stolen HACA funds.

Tara Louise Morrow, the former Wilburton Housing Authority (WHA) executive
director, was charged in an information filed in Latimer County District Court,
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Wilburton, OK, with embezzlement. From August 2002 to February 2004, Morrow
allegedly charged personal items to WHA accounts. HUD's loss is estimated at $7,531.

Kasandra Wakeman, a former Flandreau Santee Sioux Housing Authority (FSSHA)
employee, was sentenced in U.S. District Court, Sioux Falls, SD, to 3 months home
detention and 3 years supervised release for her earlier guilty plea to theft in excess of
$1,000 from an Indian tribal organization. Wakeman, while employed at FSSHA,
embezzled FSSHA cash rental payments received from FSSHA housing assistance
recipients; Wakeman repaid FSSHA $7,485 of the stolen funds.

Stacey Yuma, a former Santa Fe Civic Housing Authority (SFCHA) Family
Self-Sufficiency Program (FSS) case manager, was indicted in First Judicial District State
Court, Santa Fe, NM, on numerous counts of fraud and conspiracy to commit fraud.
Sarah Yuma, the previously indicted SFCHA FSS coordinator, and Leonard Tapia, a
previously indicted SFCHA tenant and FSS recipient, each admitted wrongdoing, agreed
to a preprosecution diversion, and were sentenced to 24 months supervised probation;
Tapia was also ordered to pay SFCHA $1,800 in restitution. Sarah Yuma assisted her
sister, Stacey Yuma, who allegedly helped Tapia obtain $3,800 in SFCHA FSS funds he
was not entitled to receive.

Benita James, a former Housing Authority of the City of New Haven (HACNH)
employee, pled guilty in Connecticut Superior Court, New Haven, CT, to trafficking
in personal identifying information; James was sentenced to 2 years each incarceration
(suspended), supervised release and probation. While employed at HACNH, James
accessed HACNH computer databases, obtained identifying information on another
HACNH employee/Section 8 landlord, and then sold the identification information to
previously indicted Sean Gray. Gray, using the stolen identification information he
purchased from James, allegedly opened residential and cellular telephone accounts in
the name of the victim.

Rental Assistance Fraud

Shirley Miles, Denise Bertrand, Linnette Stewart, Julia Jackson, Edna Johnson, Estella
Ligon, Ivette Longsworth, Danny Carter, and Darnisha Eason, Inglewood Housing
Authority (IHA) Section 8 recipients, were charged in Los Angeles County Superior
Court, Inglewood, CA, with filing a false/forged instrument, grand theft, and/or
perjury. The above defendants allegedly failed to report employment, income, or
assets on THA certifications and obtained more than $231,000 in THA housing
assistance they were not entitled to receive. THA terminated Bertrand, Stewart, and
Eason from its rental assistance program.
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Sheree Dozier, Andrea Greene, Liliana Barranco, Rosa Colon, and Luis Zayas, former
Miami-Dade Housing Agency (MDHA) Section 8 tenants/landlord, were sentenced in
U.S. District Court, Miami, FL, for their earlier guilty pleas to theft of government
funds or conspiracy. Collectively, the defendants were sentenced to more than 12 years
supervised release and 17 months home confinement and ordered to pay HUD $122,199
in restitution. The above defendants failed to report Section 8 subsidies received from
other housing authorities, employment income, actual household composition, or
residency of a landlord on MDHA certifications and obtained $122,199 in MDHA
housing assistance they were not entitled to receive.

Donna James, Sheila Wittenberg, Anthony Travis, and Christine Carpenter, former
Housing Authority of the County of San Mateo (HACSM) Section 8 recipients, were
sentenced in U.S. District Court, San Francisco and Sacramento, CA, for their earlier
guilty pleas to false statements to HUD. James was sentenced to 24 months probation
and ordered to pay HUD $29,916 in restitution; Wittenberg was sentenced to 24 months
probation and ordered to pay HUD $25,455 in restitution; Travis was sentenced to 12
months probation and ordered to pay HUD $19,085; Carpenter was sentenced to 6
months home confinement and 3 years probation and ordered to pay HUD $47,124 in
restitution. The above defendants failed to report their receipt of San Francisco
Housing Authority public housing assistance to HACSM and obtained $121,580 in
HACSM housing assistance they were not entitled to receive.

Judy Delora Bell, La'Vina Reed, Blondine Wynn, and Johnnie Mae Brooks, former
Greensboro Housing Authority (GHA) Housing Choice Voucher program (HCVP)
participants, pled guilty or were sentenced in U.S. District Court, Greensboro, NC.
Bell pled guilty to false statements to HUD for failing to report her U.S. Postal Service
employment or income on GHA certifications; Reed and Wynn each pled guilty to
false statements to HUD and/or the U.S. Department of Health and Human Services
(HHS) for failing to report employment or income on GHA or Guilford County
Department of Social Services certifications; Brooks was sentenced to 5 years
probation and ordered to pay GHA $16,865 in restitution for her earlier guilty plea to
false statements to HUD. Brooks failed to report income from businesses she owned
on GHA certifications and obtained more than $48,000 in GHA housing assistance she
was not entitled to receive. In addition, Ebony Maness and Lidoris Ross, GHA public
housing or HCVP participants, pled guilty and were sentenced in Guilford County
District Court. Maness pled guilty to financial transaction card fraud, attempted
financial card theft, and larceny and was sentenced to 18 months supervised release;
Ross pled guilty to financial card fraud and was sentenced to 75 hours community
service; Maness and Ross were each ordered to pay the victim $135 in restitution. Maness
and Ross used a victim's debit card and purchased more than $800 worth of clothing,
jewelry, and cellular telephone services. Collectively, the above defendants caused HUD
losses of $116,569; GHA terminated Reid and Wynn from its rental assistance program.
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Josephine Ledbetter and her daughter Rebecca Heath, former City of Chandler
(COC) HCVP participant/landlord, were indicted in Maricopa County Superior Court,
Phoenix, AZ, for fraudulent schemes and forgery. Ledbetter allegedly concealed her
ownership of two properties and her relationship to Heath on COC certifications and
obtained $90,166 in COC housing assistance she was not entitled to receive. Heath
allegedly withheld her relationship with Ledbetter on COC certifications and obtained
$23,808 in COC rental contract payments she was not entitled to receive. HUD
realized losses of $113,974, and COC terminated both Ledbetter and Heath from its
rental assistance program.

Rosaivette Baez-Colon, a former Everett Housing Authority employee and
Metropolitan Boston Housing Partnership (MBHP) Section 8 tenant, was arrested in
Plainville, MA, on outstanding warrants for identity and credit card fraud. Baez-Colon
allegedly used multiple identities and fictitious Social Security numbers (SSN) to
apply for and obtain about $40,000 in MBHP housing assistance she was not entitled
toreceive. In addition, David Murray-McCarthy, also a former MBHP Section 8 tenant,
was sentenced in U.S. District Court, Boston, MA, to 18 months incarceration and 3
years supervised release and ordered to pay HUD and others $138,929 in restitution for
his earlier guilty plea to false statements to HUD, the Social Security Administration
(SSA), and the U.S. Department of Education (DOE). Murray-McCarthy assumed a
false identity to obtain an SSN, DOE student loans, and employment; used his true
identity to obtain MBHP housing assistance and SSA disability insurance benefits; failed
to report earned income to either MBHP or SSA; and defaulted on his DOE guaranteed
student loans. Collectively, the above defendants caused HUD losses of $112,609.

Michael and Prudentia Taku, former City of Tucson (COT) HCVP participants,
were charged in U.S. District Court, Tucson, AZ, with fraud against HUD and
conspiracy to commit false statements. Estella, Vincent, Orlando, and Joseph Quihuis;
Daisy and Tasha Harvey; Nelcy Harold; Patricia Tellez; and Sandra Garcia, former COT
public housing or HCVP participants, each pled guilty to fraud against HUD and were
each sentenced to 60 months probation and ordered to collectively pay HUD $95,047
in restitution. From 1999 to 2005, Michael and Prudentia Taku allegedly and the
remaining defendants admittedly concealed income or familial relationships on COT
certifications and obtained $101,896 in housing assistance they were not entitled to
receive. COT terminated the above subjects from its rental assistance program.

Eugene and Wilma Hardney, Cook County Housing Authority (CCHA) Section 8
landlords previously barred from conducting business with HUD after their earlier
convictions of false statements, were indicted in Cook County Circuit Court, Chicago,
IL, on numerous counts of theft, forgery, loan fraud, and deceptive practices. Eugene
and Wilma Hardney allegedly obtained two conventionally financed owner-occupied
properties by providing false information and/or documents, leased the properties to
CCHA, and then collected $4,000 in CCHA housing assistance contract payments
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after one property went into foreclosure and became lender owned. In addition, Terry
Ann Littlepage, a CCHA landlord; Ruby Gethers, a CCHA Section 8 tenant; and
Gregory Pope, a fictitious CCHA landlord, each pled guilty or were sentenced in U.S.
District Court. Littlepage pled guilty to embezzlement of public funds for assisting
her mother, previously indicted CCHA Section 8 tenant Aserine Blevins, conceal
property ownership. Gethers and Pope were each sentenced to 6 months home
confinement and 36 months probation and ordered to pay HUD $69,950, jointly and
severally, for their earlier guilty pleas to theft of government funds. Gethers and Pope
concealed Gethers' ownership of her CCHA-subsidized housing unit. Collectively, the
above defendants caused HUD losses in excess of $101,800.

Takara Madkins, a Cuyahoga County adult probation officer and Cuyahoga
Metropolitan Housing Authority (CMHA) Section 8 landlord, was charged in Cuyahoga
County Court of Common Pleas, Cleveland, OH, with numerous counts of theft,
tampering with records and securing writings by deception. Madkins allegedly
provided false employment and income documentation to purchase 11 properties, then
leased four properties to CMHA and obtained more than $100,000 in CMHA housing
assistance she was not entitled to receive.

Tina Harring and Barbara Singleton-Pradia, Rochester Housing Authority (RHA)
Section 8 tenants, each pled guilty in U.S. District Court, Rochester, NY, to theft of
government funds. Harring failed to report income on RHA certifications and obtained
approximately $22,000 in RHA housing assistance she was not entitled to receive.
Singleton-Pradia and previously indicted Larry Pradia, an RHA landlord, failed to claim
their joint residency on RHA certifications and obtained $70,000 in RHA housing
assistance they were not entitled to receive. The above defendants caused HUD losses
of $92,000.

Joan Glover, a Las Vegas Housing Authority (LVHA) Section 8 tenant, was charged
in Clark County Justice Court, Las Vegas, NV, with theft. Glover allegedly failed to
report income or actual household composition on LVHA certifications and obtained
$21,540 in LVHA housing assistance she was not entitled to receive. Deonna
Degraffenreid, a former LVHA Section 8 recipient, was sentenced to 12 months
incarceration (suspended), community service for an undetermined period of time, and
probation not to exceed 3 years and ordered to obtain and maintain full-time
employment and pay HUD $14,988 in restitution for her earlier guilty plea to conspiracy
to commit unlawful acts concerning food stamps. Degraffenreid failed to report
income or actual household composition on LVHA or Nevada Welfare certifications
and obtained $65,823 in LVHA housing assistance she was not entitled to receive. The
above defendants caused HUD losses of $87,363.
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Kim Carson, a former Santa Monica Housing Authority (SMHA) Shelter Plus Care
Program recipient and an auditor with the U.S. Department of Defense, Defense
Contract Audit Agency, was sentenced in U.S. District Court, Santa Monica, CA, to 60
months supervised release and 250 hours community service and ordered to pay HUD
$44,843 in restitution for her earlier guilty plea to theft of public money. From March
2002 to January 2005, Carson underreported her income by submitting altered
employer earning statements to SMHA and obtained $26,284 in SMHA housing
assistance and $14,100 in SMHA FSS program assistance she was not entitled to
receive. In addition, Blanca Gomez, a SMHA HCVP participant, was sentenced to 60
months probation and ordered to pay SMHA $44,503 in restitution for her earlier
conviction of grand theft in Los Angeles Superior Court. Gomez failed to report
employment or income on SMHA certifications and obtained $44,503 in SMHA
housing assistance she was not entitled to receive. The above defendants caused HUD
losses of $84,887.

Jerome Massey, a convicted felon and Detroit Housing Commission (DHC)
Section 8 landlord, pled guilty in Wayne County Circuit Court, Highland Park, M1, to
larceny, false pretenses, and delivery/manufacture of marijuana. Massey used his son's
SSN to collect $80,000 as a DHC landlord while occupying a DHC-subsidized unit
with a DHC Section 8 tenant and produced and provided marijuana from the DHC-
subsidized unit. Massey was sentenced to 3 years probation and 100 hours community
service and ordered to pay $1,100 in court costs and forfeit property seized as
restitution.

Buck Thomas and his wife Gwenetta Atterberry, Maywood Housing Authority
(MHA) Section 8 landlord/tenant, each pled guilty in Cook County Circuit Court,
Chicago, IL, to theft by deception; Thomas and Atterberry were each sentenced to 30
months probation and ordered to pay HUD $36,000 in restitution. Thomas and
Atterberry failed to report their relationship, residency, employment income, and/or
property ownership on MHA certifications and obtained $72,000 in MHA housing
assistance they were not entitled to receive.

Serena L. Priddy, a former Maricopa County Housing Authority (MCHA) Section
8 tenant, was indicted in Maricopa County Superior Court, Phoenix, AZ, for forgery
and fraudulent schemes and practices. In addition, Stephanie M. Williams, a former
MCHA HCVP participant, pled guilty to attempted fraudulent schemes and practices,
and Kathy D. Woods, a former MCHA Section 8 tenant, was sentenced to 12 months
imprisonment and 2 months probation and ordered to pay MCHA $27,638 in
restitution for her earlier guilty plea to attempted forgery. Priddy, allegedly and
Williams and Woods admittedly omitted income on MCHA certifications and obtained
$71,450 in MCHA housing assistance they were not entitled to receive.
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Tawanda Gulley, a former Pinellas County Housing Authority (PCHA) Section 8
tenant, was indicted in U.S. District Court, Tampa, FL, for false statements. From
2001 to 2006, Gulley allegedly failed to report ownership of real property on PCHA
certifications and obtained $20,225 in PCHA housing assistance she was not entitled
toreceive. In addition, Lamesha Ware, a former PCHA Section 8 tenant, pled guilty to
false statements. Ware obtained two Florida drivers licenses showing different addresses
and then conspired with her mother, previously sentenced Saint Petersburg Housing
Authority (SPHA) Section 8 tenant Mary Martin, to obtain $16,900 in PCHA and
$36,997 in SPHA housing assistance they were not entitled to receive. The above
defendants caused HUD losses of $71,122.

Felicia Tucker and Damaryes Villanueva, former Tampa Housing Authority (THA)
Section 8 or HCVP participants, were charged in Tenth and Thirteenth Judicial Circuit
Courts, Tampa, FL, with theft of government funds, false statements, or public
assistance fraud. Tucker and Villanueva allegedly failed to report income on THA
certifications and obtained $18,358 in THA housing assistance they were not entitled
to receive. La Gloria Timmons, a former THA Section 8 tenant, pled guilty in U.S.
District Court to false statements. Timmons failed to report income to THA and
obtained $19,855 in THA housing assistance she was not entitled to receive. In
addition, former THA Section 8 tenants Qwing Reed, Catrinia Parker, Gloria Dixon,
and Angel Smith were each sentenced for their earlier guilty pleas to public assistance
fraud. Reed was sentenced to 36 months probation, and, collectively, Reed, Parker,
Dixon, and Smith were ordered to pay THA $22,163 in restitution. The above
defendants caused HUD losses of $60,376.

Lucinda Brown and Cheryl and Lasalle Waldrip, Riverside County Housing
Authority (RCHA) HCVP participants, were charged in Riverside County Superior
Court, Riverside, CA, with welfare fraud, perjury, grand theft, and/or possession of
marijuana. Brown allegedly failed to report the unauthorized residency of her adult
son, and Cheryl Waldrip allegedly failed to report her husband's residency or income
on RCHA certifications. In addition, Dionna Isreal, also an RCHA HCVP participant,
pled guilty to welfare fraud and was sentenced to 7 days incarceration and 36 months
probation. Isreal failed to report her previous arrests or the criminal history of an
unauthorized tenant on RCHA certifications. Collectively, the above defendants
obtained more than $59,740 in RCHA housing assistance they were not entitled to
receive.

April Oliver, Lillie Jackson, Keyonus Whaley, and Lakita Jones, former Georgia
Department of Community Affairs (GDCA) Section 8 tenants, each pled guilty in U.S.
District Court, Macon, GA, to false statements. Oliver, Jackson, Whaley, and Jones
failed to report income on GDCA certifications and collectively obtained $58,191 in
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GDCA housing assistance they were not entitled to receive. GDCA terminated Whaley
and Jones from its rental assistance program.

Melinda and Carrie Bailey, former Isle of Wight Department of Social Services
(IOW) Section 8 tenants, were each sentenced in U.S. District Court or Isle of Wight
Circuit Court, Smithfield, VA, for their earlier guilty pleas to conspiracy, false
statements, and obtaining money by false pretenses from HUD, SSA, and the Virginia
Department of Social Services. Melinda Bailey was sentenced to 21 years imprisonment
(suspended), 10 years probation, and 200 hours community service and ordered to pay
SSA $134 315 in restitution; Carrie Bailey was sentenced to 22 years incarceration (20
years suspended) and indefinite probation, barred from receiving any public assistance,
and ordered to pay HUD $57,183 and various State and/or Federal agencies $187,875 in
restitution. Melinda and Carrie Bailey falsified household income and composition to
obtain IOW housing assistance, Social Security payments, food stamps, Medicaid, and
other social service benefits. Total loss to the government is estimated at $250,000,
including $57,183 in HUD-funded housing assistance payments.

Sharmeitra Threatt, an Oklahoma Housing Finance Agency (OHFA) Section 8
tenant and U.S. Air Force employee, was charged in Oklahoma State District Court,
Oklahoma City, OK, with obtaining money by false pretenses. Threatt allegedly failed
to report income on OHFA certifications and obtained $22,901 in OHFA housing
assistance she was not entitled to receive. In addition, OHFA Section 8 tenant Kaudet
Reed was convicted of obtaining money by false pretenses; Reed was sentenced to 15
years imprisonment (suspended) and ordered to pay OHFA $31,753 in restitution. From
2001 to 2005, Reed failed to report income on OHFA certifications and obtained $31,433
in OHFA housing assistance she was not entitled to receive. Collectively, the above
defendants caused HUD losses of $54,334.

Denise Darden, a Housing Authority of the County of Los Angeles (HACOLA)
HCVP participant, was charged in Los Angeles County Superior Court, Los Angeles,
CA, with grand theft, welfare fraud, and perjury. From 1998 to 2005, Darden allegedly
failed to report income from her business or ownership of her subsidized unit on
HACOLA certifications and obtained $46,544 in HACOLA housing assistance she was
not entitled to receive.

Patricia Bryant, a former City of Pittsburg Housing Authority (CPHA) Section 8
tenant, pled no contest in Contra Costa County Superior Court, Martinez, CA, to grand
theft of personal property. Bryant was sentenced to 270 days imprisonment
(suspended) and 60 months probation, ordered to pay restitution not yet determined,
and fined $200. From October 1997 through November 2001, Bryant allegedly failed
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to report an unauthorized tenant or income on CPHA certifications and obtained
$46,000 in CPHA housing assistance she was not entitled to receive.

Charlene Philbrook, a former Malden Housing Authority (MHA) public housing
tenant previously indicted in Malden District Court, Malden, MA, for larceny over
$250, was fined $44,995 in a civil judgment. From September 2000 through
September 2005, Philbrook allegedly failed to report income on MHA certifications
and obtained $41,691 in MHA housing assistance she was not entitled to receive.

Sharon Neely and her daughter, Chelsea Monks, Vancouver Housing Authority
(VHA) Section 8 landlord/tenant, were indicted in Clark County Superior Court,
Vancouver, WA, for theft. From December 2001 through February 2006, Neely
allegedly disguised her ownership of and residency in a VHA-subsidized unit leased to
her daughter; Monks allegedly failed to report her relationship to or Neely's residency
in her VHA housing unit, and together they obtained $40,000 in VHA housing
assistance they were not entitled to receive.

Trang Pham, a Fairfax County Department of Housing and Community
Development (FCHCD) HCVP landlord, pled guilty in U.S. District Court,
Alexandria, VA, to false statements and was sentenced to 3 years supervised probation
and ordered to pay FCHCD $37,356 in restitution. Pham hid her ownership of
property leased to her mother, a FCHCD HCVP participant.

Martha Garcia, a former Wichita Housing Authority (WHA) Section 8 tenant, was
sentenced in U.S. District Court, Wichita, KS, to 18 months incarceration and ordered
to pay HUD $35,615 in restitution for her earlier guilty plea to possession and use of
fraudulently obtained documents and theft of Federal funds; Garcia was also ordered
deported to Mexico upon completion of her incarceration. From September 1999 to
June 2006, Garcia used three SSNs to conceal her undocumented immigrant status
and obtained $35,615 in WHA housing assistance she was not entitled to receive.

Alexandra Triviz and Billy Reed, San Bernardino County Housing Authority
(SBCHA) Section 8 tenants, were both convicted in San Bernardino County Superior
Court, San Bernardino, CA, of fraud to obtain aid; Triviz was sentenced to 36 months
probation and Reed was sentenced to 60 days incarceration and 24 months probation.
Triviz and Reed failed to report unauthorized tenants residing in their SSCHA housing
units and/or lifetime sex offender registrant status and obtained $35,316 in SBCHA
housing assistance they were not entitled to receive.
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Terri Crawford, a Lee's Summit Housing Authority (LSHA) Section 8 recipient,
pled guilty in Jackson County Court, Kansas City, MO, to theft of government funds;
Crawford was sentenced to 60 months probation and ordered to pay LSHA $6,000 in
restitution. Crawford failed to report income on LSHA certifications and obtained
$33,853 in LSHA housing assistance she was not entitled to receive.

Latrice Carter, a former Clark County Housing Authority (CCHA) Section 8
tenant, pled guilty in U.S. District Court, Las Vegas, NV, to fraud involving HUD
transactions. From 2001 through October 2005, Carter failed to report income or
actual household composition on CCHA certifications and obtained $33,091 in CCHA
housing assistance she was not entitled to receive. Carter repaid the government $33,091
after entering into a civil settlement agreement with the U.S. Attorney's Office.

Emad Duar, a San Francisco Housing Authority (SFHA) Section 8 tenant, was
charged in U.S. District Court, San Francisco, CA, with false statements to HUD. From
October 2001 through November 2003, Duar allegedly failed to report his receipt of
U.S. Department of Veterans Affairs (VA) benefits on SFHA certifications and obtained
approximately $33,000 in SFHA housing assistance he was not entitled to receive.

Denise Peters, a former Mississippi Regional Housing Authority VII (MRHA)
Section 8 tenant, was indicted in U.S. District Court, Jackson, MS, for false statements,
theft of government funds, and aiding and abetting. Peters allegedly provided false
employment or income information on MRHA certifications and obtained $23,104 in
MRHA housing assistance she was not entitled to receive. In addition, K'Hari Gowdy,
a former MRHA Section 8 tenant, pled guilty in U.S. District Court, Gulfport, MS, to
false statements, aiding and abetting, and theft of government funds. Gowdy reported
false income information on MRHA certifications and obtained $9,069 in housing
assistance she was not entitled to receive. Collectively, the above defendants caused
HUD losses of $32.173.

Wilhermina Rodriguez, also known as Wilhermina Muriel, a former Portland
Housing Authority (PHA) Section 8 tenant, was indicted in Cumberland County Court,
Portland, ME, for theft by deception and unsworn falsifications. From March 2001
through September 2005, Rodriguez allegedly failed to report income to PHA or the
Maine Department of Health and Human Services (DHHS) and obtained approximately
$31,000 in PHA housing assistance and $42,000 in DHHS benefits she was not entitled
to receive.
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Kristal Allen, a Worcester Housing Authority (WHA) public housing tenant, was
charged in Worcester District Court, Worcester, MA, with larceny over $250 by false
pretense and presentation of false claims. Allen allegedly failed to report income on
WHA certifications and obtained $30,313 in WHA housing assistance she was not
entitled to receive.

Dorothy Hansen, a former Vermont State Housing Authority (VSHA) Section 8
tenant, was sentenced in U.S. District Court, Burlington, VT, to one year probation
and ordered to pay VSHA $24,552 in restitution for her previous guilty plea to false
statements and theft of government funds. Hansen failed to report income on VSHA
certifications and obtained $24,552 in VSHA housing assistance she was not entitled to
receive.

Elaine Bradfordt, also known as Robeana Ware, a Cuyahoga Metropolitan Housing
Authority (CMHA) Section 8 landlord, and her son, Samuel Dickerson, the former
managing agent of HCVP Properties, were each sentenced in U.S. District Court,
Cleveland, OH, for their earlier convictions on theft of government funds and false
statements to HUD and SSA. Bradfordt was sentenced to 41 months incarceration and
5 years probation and ordered to pay HUD $20,000 and SSA $100,000 in restitution;
Dickerson was sentenced to 5 years probation and ordered to pay the above restitution
jointly and severally with Bradfordt. Bradfordt and Dickerson used a fictitious name
and SSN to obtain CMHA housing assistance contract payments and SSA benefits they
were not entitled to receive. In addition, former CMHA Section 8 landlord Tonja
Williams, also known as Latonya McKinley, was sentenced to 36 months incarceration
and 5 years supervised release and ordered to pay HUD $3,678, the Federal Emergency
Management Agency (FEMA) $2,823, and Ohio Savings Bank $2,336 in restitution for
her earlier guilty plea to misuse of an SSN, false statements to HUD, and mail and bank
fraud. Williams used aliases and a false SSN to acquire credit cards, bank accounts, and
a Federal Housing Administration (FHA)-insured mortgage on property she leased to
CMHA but used as her personal residence and to file a fictitious nonhurricane storm
damage claim with FEMA. The above defendants caused HUD losses of $23,678.

Raquel Bonifacio, a former Broward County Housing Authority (BCHA) Section 8
tenant and support services technician with the Federal Bureau of Investigations (FBI),
was sentenced in U.S. District Court, Miami, FL, to 6 months incarceration and 36
months supervised release and ordered to pay HUD $23,647 in restitution for her
earlier conviction of theft of government funds and false statements. From January
2003 through December 2005, Bonifacio failed to report her FBI employment or
income on BCHA certifications and obtained $23,647 in BCHA housing assistance she
was not entitled to receive.
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Juanzie Edwards, a Dallas Housing Authority (DHA) Section 8 tenant, admitted to
theft of public money/property in a pretrial diversion agreement with the U. S.
Attorney's Office, Dallas, TX, and agreed to pay HUD $22,842 and DOE $4,800.
Edwards failed to report income on DHA certifications or DOE applications and
obtained $22,842 in DHA housing assistance and $4,800 in DOE educational assistance
she was not entitled to receive.

Kynia Morris, a former North Las Vegas Housing Authority (NLVHA) Section 8
tenant, pled guilty in Clark County Justice Court, Las Vegas, NV, to attempted theft.
From January 2003 through October 2006, Morris allegedly failed to report correct
income or actual household composition on NLVHA and Nevada Welfare
certifications and obtained $22,762 in NLVHA housing assistance she was not entitled
to receive.

Adam Doyle, an Omaha Housing Authority (OHA) Section 8 landlord, pled guilty
in Douglas County District Court, Omaha, NE, to theft of government funds; Doyle
was sentenced to 60 months probation and ordered to pay OHA $22,620 in
restitution. Doyle resided with an OHA Section 8 tenant at his OHA Section 8 leased
property and obtained $22,620 in OHA rental contract payments he was not entitled
to receive.

Awilda Negron, a Hampton Redevelopment and Housing Authority (HRHA)
Section 8 tenant, pled guilty in U.S. District Court, Newport News, VA, to false
statements to HUD; Negron was sentenced to 60 months probation and ordered to
pay HUD $22,340 and the Hampton Department of Social Services (HDSS) $4,427 in
restitution. From April 2002 to May 2006, Negron failed to report income on either
HRHA or HDSS certifications and obtained $22,340 in HRHA housing assistance and
$4,427 in HDSS utility and food stamp assistance she was not entitled to receive.

Charles Woods, a fictitious Chicago Housing Authority (CHA) landlord, was
indicted in Cook County Circuit Court, Chicago, IL, for theft by deception and
forgery. Woods allegedly certified ownership of six properties, supplied fraudulent
ownership certificates and other documents to CHA Section 8 contractor CHAC, Inc.,
then obtained $22,000 in CHA housing assistance contract payments he was not
entitled to receive.

Crystal Humphries and Dawn Maynor, Delaware County Housing Authority
(DCHA) HCVP participants and employees of the VA or IRS, were indicted in
Commonwealth of Pennsylvania District Court, Delaware County, PA, for theft by
deception and theft of services. Humphries and Maynor allegedly failed to report
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income on DCHA certifications and obtained approximately $20,750 in DCHA
housing assistance they were not entitled to receive.

Krista Kay James and Mckenzie Rachel Davis, former Davis County Housing
Authority (DCHA) HCVP participants, were arrested after indictments were filed in
Utah State Court, Farmington, UT, charging them with fraudulently obtaining
housing benefits. James and Davis allegedly failed to report unauthorized tenants,
including a registered sex offender, residing in their subsidized units and together
obtained $20,635 in DCHA housing assistance they were not entitled to receive.

James Bell, a former St. Louis Missouri Housing Authority (SLMHA) Section 8
tenant and owner of The Thomas Clinic, was sentenced in U.S. District Court, St. Louis,
MO, to 1 year in prison and ordered to pay HUD and others $753,810 in restitution for
his previous guilty plea to false statements. From 1999 to 2004, Bell failed to disclose
his business ownership or income to numerous agencies, including SLMHA and SSA,
and obtained $753,810 in SLMHA housing assistance, SSA disability, Medicaid, and food
stamps he was not entitled to receive. HUD realized a loss of $20,590.

Darrin Carmouche, a Long Beach Housing Authority (LBHA) Section 8 tenant, was
charged in Los Angeles County Superior Court, Long Beach, CA, with fraud, grand
theft, and perjury. From 2002 to 2004, Carmouche allegedly failed to report income, a
residence in Perris, CA, or the subleasing of his LBHA-subsidized unit on LBHA
certifications and obtained $19,863 in LBHA housing assistance he was not entitled to
receive.

Ramona Lee Emmett, a former Billings Housing Authority (BHA) Section 8 tenant,
was sentenced in U.S. District Court, Billings, MT, to 12 months incarceration and 3
years probation and ordered to pay BHA $19,382 in restitution, jointly and severally
with previously convicted BHA landlord Kenneth Christenot. Emmett, previously
convicted of false statements and theft of Federal funds, claimed absent children and
failed to declare property ownership or the residency of Christenot on BHA
certifications and obtained $19,382 in BHA housing assistance she was not entitled to
receive.

Lakisha Day, a former Phenix City Housing Authority (PCHA) HCVP participant,
was indicted in U.S. District Court, Phenix City, AL, for false statements to HUD. Day
allegedly failed to report income on PCHA certifications and obtained $19,168 in PCHA
housing assistance she was not entitled to receive.
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Susie Williams, a former Springfield Housing Authority (SHA) Section 8 tenant,
was indicted in U.S. District Court, Springfield, FL, for theft of government funds.
Williams allegedly failed to report income on SHA certifications and obtained $8,316 in
SHA housing assistance she was not entitled to receive. Lashawn Renee Williams, also
a former SHA Section 8 tenant, pled guilty to theft of government funds. Lashawn
Williams failed to report employment or income on SHA certifications and obtained
$10,252 in SHA housing assistance she was not entitled to receive. Together, the above
defendants caused HUD losses of $18,568.

Loise Hall, a New Castle County Housing Authority (NCCHA) Section 8
Homeownership Program participant, and her husband Ayatta Hall, both employees
of Wilmington Housing Authority (WHA), were indicted in Superior Court,
Wilmington, DE, for theft, conspiracy, and filing a false instrument. Loise Hall
allegedly failed to disclose her husband's residency or income on NCCHA
certifications and obtained $18,000 in NCCHA housing assistance she was not entitled
to receive.

Caroline Gray, a former Housing Authority of Winston-Salem (HAWS) HCVP
participant, pled guilty in U.S. District Court, Greensboro, NC, to false statements to
HUD. From 2002 to 2005, Gray allegedly failed to report income on HAWS
certifications and obtained approximately $18,000 in HAWS housing assistance she
was not entitled to receive. HAWS terminated Gray from its rental assistance
program.

Wilhemenia Jefferson, a former Bucks County Housing Authority (BCHA) HCVP
participant, was charged in Bucks County Court of Common Pleas, Doylestown, PA,
with theft by deception, receiving stolen property, and tampering with public records.
Jefferson allegedly submitted forged employment documents and fraudulent income
amounts to BCHA and obtained $17,406 in BCHA housing assistance she was not
entitled to receive.

Cheryl Davis, a former St. Louis County Housing Authority (SLCHA) Section 8
tenant, was indicted in U.S. District Court, St. Louis, MO, for causing materially false,
fictitious, and fraudulent statements and representations. Davis and others allegedly
conspired to conceal property ownership from SLCHA, and Davis obtained an
undetermined amount of SLCHA housing assistance she was not entitled to receive. In
addition, Janet Buckner, a USDA employee and former SLCHA Section 8 tenant, was
sentenced to 5 months probation and ordered to pay SLCHA and others $33,775 in
restitution for her earlier guilty plea to false statements to HUD, SSA and USDA.
Buckner failed to report income on SLCHA certifications and obtained $16,534 in
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SLCHA housing assistance and more than $109,000 in USDA and SSA benefits she was
not entitled to receive.

Nancy Savitch, a former Fall River Housing Authority (FRHA) Section 8 tenant,
pled guilty in U.S. District Court, Boston, MA, to theft of government funds and SSA
fraud. From May 2000 to March 2004, Savitch failed to report income to FRHA or
SSA and obtained $16,411 in FRHA housing assistance and $39,956 in SSA benefits she
was not entitled to receive.

Cheryl Vaughan, a District of Columbia Housing Authority (DCHA) public
housing tenant, pled guilty in Superior Court, Washington, DC, to fraud and was
sentenced to 180 days confinement and 5 years supervised probation and ordered to
pay DCHA $12,000 in restitution. From 2000 through 2005, Vaughan falsified her
income on DCHA certifications and obtained $16,322 in DCHA housing assistance she
was not entitled to receive.

Connie Wooten, a former Housing Authority of Kansas City, MO (HAKC), Section
8 tenant and U.S. Postal Service employee, pled guilty in Jackson County Circuit Court,
Kansas City, MO, to stealing by deceit and was sentenced to 40 hours community
service and ordered to pay HAKC $5,000 in restitution. Wooten failed to report
income on HAKC certifications and obtained $16,294 in HAKC housing assistance she
was not entitled to receive.

Lisa Phillip and Carl Johnson, Housing Authority of the City of Pottsville (HACP)
HCVP participants, were each indicted in U.S. District Court, Scranton, PA, for
conspiracy. Phillip and Johnson allegedly failed to report employment income or
property ownership and rental income on HACP certifications and obtained $15,473 in
HACP housing assistance they were not entitled to receive.

Bobbie Smith, a former Fairfield Housing Authority (FHA) HCVP participant, pled
no contest in Solano County Superior Court, Fairfield, CA, to false statements. Smith
allegedly leased a dwelling in Suisun City, CA, failed to report her leased residence or
live in her FHA subsidized unit as her sole residence, and obtained $14,606 of FHA
housing assistance she was not entitled to receive.

Philomina Shalo, an Olathe Housing Authority (OHA) Section 8 tenant, was charged
in Johnson County Court, Olathe, KS, with stealing. From 2002 to 2006, Shalo
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allegedly failed to report income on OHA certifications and obtained $13,783 in OHA
housing assistance she was not entitled to receive.

Linda L. Romero, a former Jefferson County Housing Authority (JCHA) Section 8
recipient, was sentenced in U.S. District Court, Denver, CO, to 5 years probation and
ordered to pay HUD $20,338 in restitution for her earlier guilty plea to false
statements. From July 2003 to October 2004, Romero earned income using an alias
and false SSN, failed to report the income to JCHA or SSA, and obtained $13,745 in
JCHA housing assistance and $10,968 in SSA disability insurance payments she was not
entitled to receive.

Tien Doan, a Santa Ana Housing Authority (SAHA) Section 8 recipient, was charged
in Orange County Superior Court, Santa Ana, CA, with filing a false/forged
instrument, perjury and grand theft. Doan allegedly failed to disclose his lifetime sex
offender registrant status on SAHA certifications and obtained more than $12,000 in
SAHA housing assistance he was not entitled to receive.

Tamra Butler and Ray Eugene Jones, former Tooele County Housing Authority
(TCHA) Section 8 tenants, pled guilty in Tooele County District Court, Tooele, UT, to
public assistance fraud. Butler and Jones were each sentenced to 36 months probation
and ordered to pay TCHA $12,000 in restitution, jointly and severally. From 2004 to
2006, Butler failed to report that Jones resided in her TCHA housing unit and obtained
$12,000 in TCHA housing assistance she was not entitled to receive.

Jill Sulser, a Torrance City Housing Authority (TCHA) HCVP participant, was
charged in Los Angeles County Superior Court, Torrance, CA, with welfare fraud and
theft. From 2004 to 2005, Sulser allegedly failed to report self-employment income on
TCHA certifications and obtained more than $11,445 in TCHA housing assistance she
was not entitled to receive.

Gail Bush, a former Area Housing Authority of the County of Ventura (AHACV)
HCVP participant, pled guilty in Ventura County Superior Court, Thousand Oaks,
CA, to grand theft and perjury. From June 2002 to February 2003, Bush failed to
report income on AHACV certifications and obtained $10,587 in AHACV housing
assistance she was not entitled to receive. AHACV terminated Bush from its rental
assistance program.
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Iris Riley, a former Lakeland Housing Authority (LHA) Section 8 tenant, pled guilty
in Polk County Tenth Judicial Circuit Court, Bartow, FL, to public assistance fraud
and was sentenced to 5 years probation and ordered to pay LHA $6,500 in restitution.
From January 2003 to December 2005, Riley failed to report income on LHA
certifications and obtained about $9,975 in LHA housing assistance she was not
entitled to receive.

Alisia Etheridge, a former Norfolk Redevelopment and Housing Authority (NRHA)
Section 8 tenant, pled guilty in U.S. District Court, Norfolk, VA, to making false
statements to HUD and was sentenced to 60 months probation and ordered to pay
HUD $9,744 in restitution. Etheridge failed to report income from her U.S. Postal
Service employment on NRHA certifications and obtained $9,744 in NRHA housing
assistance she was not entitled to receive. NRHA terminated Etheridge from its rental
assistance program.

Tamiko Lockett, a Section 8 tenant through Rental Assistance Corporation (RAC),
a HUD-funded nonprofit, was sentenced in U.S. District Court, Buffalo, NY, to 60
months probation and ordered to pay HUD $9,549 in restitution for her earlier guilty
plea to false statements to HUD. From September 2003 to November 2005, Lockett
failed to report income on RAC certifications and obtained $9,549 in RAC housing
assistance she was not entitled to receive.

Kathy Frazier, a former Richmond Redevelopment Housing Authority (RRHA)
public housing tenant, was indicted in Richmond Circuit Court, Richmond, VA, for
obtaining money by false pretenses. Frazier allegedly failed to report income on RRHA
certifications and obtained more than $9,300 in RRHA housing assistance she was not
entitled to receive.

Sherry White, a former Fairfield Housing Authority (FHA) Section 8 tenant, was
sentenced in U.S. District Court, Fairfield, AL, to 5 years probation and ordered to pay
FHA $9,115 in restitution for her earlier guilty plea to theft of government funds. From
2003 to 2004, White hid her familial relationship to her FHA landlord and obtained
$9,115 in FHA housing assistance she was not entitled to receive.

Teresa Reid, a former Franklin Redevelopment Housing Authority (FRHA)
employee and Section 8 recipient, was indicted in Southampton County Court, Franklin,
VA, for forgery. Reid allegedly underreported her FRHA income, forged the signature
of another FRHA employee on employment verification forms, recertified herself on
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FRHA housing assistance certifications and obtained $7,400 in FRHA housing
assistance she was not entitled to receive.

William M. Foster, a Kentucky Housing Corporation (KHC) Section 8 tenant, was
arrested after his indictment in U.S. District Court, Bullitt County, KY, for wire fraud
and false statements. Foster allegedly claimed a deceased household member on KHC
certifications and obtained $7,196 in KHC housing assistance he was not entitled to
receive.

Marietta Sims, a former City of Houston Housing Authority (CHHA) Section 8
recipient and U.S. Postal Service employee, was arrested after her indictment in Harris
County District Court, Houston, TX, for theft. From August 2004 to December 2005,
Sims allegedly failed to report income on CHHA certifications and obtained more than
$5,000 in CHHA housing assistance and $1,400 in food stamp benefits she was not
entitled to receive.

Jacqueline Davis, a Pasadena Housing Authority (PHA) Section 8 tenant, was charged
in Los Angeles County Superior Court, Pasadena, CA, with perjury, grand theft and
obtaining money under false pretenses. Davis allegedly failed to report the
unauthorized residency of her brother, a convicted felon and lifetime sex offender
registrant, on PHA certifications and obtained more than $4,700 in PHA housing
assistance she was not entitled to receive.

Catherine M. Schlepp, a Mobridge Housing and Redevelopment Commission
(MHRC) Section 8 tenant, was indicted in U.S. District Court, Sioux Falls, SD, for
false statements. In 2005, Schlepp allegedly failed to report income on MHRC
certifications and obtained $4,622 in MHRC housing assistance she was not entitled to
receive.

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

Tariq Ayyad, a former Housing Authority of the City of Napa (HACN) Section 8
landlord, was charged in Napa County Superior Court, Napa, CA, with grand theft.
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From December 2003 through April 2004, Ayyad allegedly failed to report the transfer
of his ownership interest in HACN-subsidized property and obtained $2,780in HACN
housing assistance he was not entitled to receive.

Donald Leaper, a North Little Rock Housing Authority (NLRHA) Section 8 tenant
and VA employee, was charged in Pulaski County District Court, Little Rock, AR, with
theft of public benefits. Leaper allegedly failed to report income on NLRHA
certifications and obtained $2,296 in NLRHA housing assistance he was not entitled to
receive.

Marwan Othman El-Hindi, a public housing tenant at Lucas Metropolitan Housing
Authority (LMHA) previously indicted for theft of public funds, false statements, wire
fraud, and conspiracy, was charged with others in a superseding indictment filed in
U.S. District Court, Cleveland, OH, with conspiring to provide material support to
terrorists, distributing information regarding the manufacture and use of explosives,
and making and using false documents. El-Hindi and others, operating a nonprofit
organization known as Educational Social Foundation Services, Inc. (ESFS), allegedly
applied for and obtained a $40,000 Low Income Taxpayer Clinic Program grant from
the IRS to operate tax clinics and provide Federal income tax services but failed to
operate any clinics and diverted and personally used the grant funds. In addition,
El-Hindi allegedly provided false documents to LMHA and obtained $2,270 in LMHA
housing assistance he was not entitled to receive.

Joseph Barbieri, a former Waterbury Housing Authority (WHA) Section 8
landlord, was indicted in Connecticut Superior Court, Waterbury, CT, for larceny and
forgery. Barbieri allegedly obtained about $1,152 in WHA housing assistance contract
payments on property he did not own.

Jeffrey St. Martin, Ayanna Israel, Renita Burke, Shirley Rogers, Carla Phillips,
William C. Daniel, Blue and Son Contracting Co., Nehkayvah Enterprises, Inc., Regency
Title Co., LTD., Dana Capital Group, and Artis D. White, doing business as Avinic
Financial Group and Avinic Investment Group, LLC, were each indicted in Cuyahoga
County Common Pleas Court, Cleveland, OH, for theft by deception, securing
writings by deception, forgery, telecommunication fraud, tampering with records,
receiving stolen property, acting as a mortgage broker or real estate agent without a
license, and/or falsification. The above defendants allegedly provided false information
and forged documents to obtain mortgage loans on overvalued properties, then leased
the properties to Cuyahoga Metropolitan Housing Authority Section 8 or HCVP
participants.
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Five New York City Housing Authority (NYCHA) public housing tenants were
arrested on outstanding State warrants charging them with theft and/or grand larceny
at Marcy Green Homes in Brooklyn, NY. The above defendants, allegedly running an
identity theft operation, obtained victims' SSNs, birthdates, and employment
information; activated credit accounts in the victims' names; then used the fraudulent
credit cards for purchases.

An individual identified as "John Doe" was arrested after his indictment in U.S.
District Court, Worcester, MA, for making a false statement in the application for a
passport and misuse of an SSN. Doe, whose real identity is unknown, allegedly used the
identity of another to obtain a U.S. passport and DOE guaranteed loan while
illegally residing in a Massachusetts Department of Housing and Community
Development-subsidized unit.

Fugitive Felon Initiatives

Section 903 of Public Law 104-193 is titled "Elimination of Housing Assistance with
Respect to Fugitive Felons and Probation and Parole Violators." Signed into law in
1996, it allows for tenancy termination of public housing recipients who flee to avoid
prosecution or confinement after conviction of a felony or when felons violate parole or
probation conditions imposed under Federal or State laws. Thislaw also authorizes law
enforcement agencies to exchange information and perform data matches.

HUD assists approximately 4.8 million households through public housing and
rental assistance including Section 8 and Housing Choice Voucher programs.
Reducing overpaid rent subsidies is a HUD management improvement goal as stated in
the President's Management Agenda and an OIG goal as stated in our strategic plan.
The identification and termination of fugitive felons fleeing felony prosecution or
probation and parole violators may impact HUD's housing assistance subsidies.

OIG continues to support Fugitive Felon Initiatives (FFI) by matching HUD
housing assistance information with crime data from the National Crime Information
Center, U.S. Marshals Service (USMS), and/or participating States. Since the
inception of OIG's FFI, hundreds of cases have been opened and closed, resulting in
more than 988 arrests. In addition, OIG provides tenant records matching USMS wanted
persons lists and participates in '‘Operation FALCON," a USMS operation designed to
apprehend fugitive felons living in public and assisted housing.

Operation FALCON (Federal and Local Cops Organized Nationally), a nationwide
fugitive felon apprehension operation coordinated by the USMS, combines Federal,
State, city, and county law enforcement resources in a joint effort to locate and
apprehend criminals wanted for violent crimes. Conducted in most major cities
throughout the United States and its territories, Operation FALCON places a strong
emphasis on violent crimes involving gangs, weapons, homicides, and sexual assaults,
along with crimes against children and the elderly. In addtion to other locales,
Operation FALCON targets wanted felons in public housing. OIG strongly supports
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Operation FALCON in an effort to make HUD-assisted housing a safe place for families
to live.

OIG participated in "Operation FALCON III," a USMS action initiated to identify,
locate, and apprehend violent fugitives, particularly those charged with sex crimes. As
a result, 2,185 individuals were arrested on outstanding felony warrants in Hartford,
New Haven, Waterbury, and Bridgeport, CT; Tampa, FL; Atlanta and Macon, GA;
Boston, Worcester, Springfield, West Springtield, Holyoke, and Chicopee, MA;
Greensboro, NC; throughout NJ; Lafayette, LA; Gulfport, MS; and the Vermont
counties of Franklin and Chittenden. HUD OIG arrested 240 individuals; 116 of
those arrested resided in HUD-assisted housing.
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In conjunction with a Department of Justice Public Housing Safety Initiative, HUD
OIG participated in an 'Operation FALCON" in Baltimore, MD. As a result, 196
individuals were arrested on outstanding felony warrants. HUD OIG arrested 75
individuals; 25 of those arrested resided in HUD-assisted housing.

Chuck Rosenberg, U.S. Attorney for the Eastern District of Virginia; Bob McDonnell,
Attorney General of the Commonwealth of Virginia; and members of the Metro-
Richmond Identity Theft Task Force announced the indictments of 51 individuals on
Federal charges of identity theft and other offenses in a press conference held in
Richmond, VA. During the operation, dubbed "Operation Reconcile,” HUD OIG
participated in the arrest of 24 individuals indicted; seven of those arrested resided in
HUD-assisted housing.

Seventeen Aurora Housing Authority (AHA) Section 8 tenants were arrested in
Aurora, CO, on outstanding warrants for failure to appear and/or contempt of court;
five of the above defendants were also issued citations for possession of drugs and/or
drug paraphernalia. Belinda Foreman and Andrea Coleman, AHA Section 8 tenants,
each pled guilty in Aurora Municipal Court to possession of drug paraphernalia and/or
possession of cannabis.

Kaylene Elder, Charlotte Martinex, Michael Omal, Patricia Thompson, Ashlei
Christopher, and Kimberly Shuffet, Salt Lake City Housing Authority public housing
or HCVP participants, were arrested in Salt Lake City, UT, on outstanding warrants
for possession of marijuana, carrying a concealed weapon, failure to appear, or traffic
violations.

Howard Harrell, an unauthorized tenant in a Yonkers Municipal Housing
Authority-subsidized unit and lifetime sex offender, was arrested on an outstanding
State felony warrant in Yonkers, NY, for failing to register.

As part of a national Fugitive Felon Initiative involving law enforcement personnel
from HUD OIG and the Salt Lake County Sheriffs Office, Loren Johnson, a Salt Lake
City Housing Authority applicant, was arrested in Salt Lake City, UT, on an
outstanding felony warrant issued by the State of Oregon.

Other Fraud/Crimes

Mary K. Pedlow, also known as Mary Casey Ackerman, an employee of Ackerman
Mechanical Services, Inc., a Buffalo Municipal Housing Authority (BMHA) contractor,
was sentenced in U.S. District Court, Buffalo, NY, to 1 year probation for her earlier
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guilty plea to submitting false documents to HUD. Pedlow and previously sentenced
Eric Ackerman, president of Ackerman Mechanical Services, Inc., falsely certified their
qualification as a Minority Business Enterprise (MBE) and their use and distribution of
contract work to an actual MBE company on BMHA projects, then obtained
approximately $1.75 million in BMHA contracts they were not entitled to receive.

Kevin Timochenko, a Reading City Housing Authority (RCHA) landlord and owner
of Metropolitan Management Corporation, was sentenced in U.S. District Court,
Reading, PA, to 15 months incarceration and 36 months supervised release and fined
$75,000 for his earlier guilty plea to theft of utilities from an interstate pipeline.
Timochenko, representing that he paid tenant utilities in his RCHA housing assistance
contract, installed bypass devices on utility meters and pilfered natural gas valued at
approximately $800,000 from UGI Utilities, Inc. HUD debarred Timochenko from
the HCVP.

Forty-seven residential and commercial properties owned by Ida Carson, doing
business as Carson Investments, Puritan Development, Inc., and Wyoming-Fenkell
Investment Corporation, were named in a Federal civil forfeiture action filed in U.S.
District Court, Detroit, MI. Ida Carson and her deceased husband, previously indicted
Clarence Carson, allegedly obtained the above properties with proceeds derived from
illegal narcotic transactions, then leased approximately 28 residential properties to
Section 8 or HCVP participants through the Michigan Housing Development
Authority, Detroit Housing Commission, or other HUD-funded organizations.

Hiram Lewis, owner of section8programs.com, was sentenced in U.S. District Court,
St. Louis, MO, to 18 months supervision and ordered to allow unlimited oversight and
review of his Internet Web site for his previous guilty plea to wire fraud. Lewis
published false and misleading information on his Web site in an effort to solicit and
obtain Internet subscriptions and application fees from HUD clientele and low-income
families attempting to obtain fictional low-income grants.
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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. In addition to the
audits and investigations described in this chapter, OIG has also conducted numerous
outreach efforts. (see chapter 8, page 124)

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 6 Audits $395,000 $37 Million

Our page 75 - HUD’s Use of Multifamily Residual Receipts
Focus page 75 - Owner and Management Agent Operations

Chart 4.1: Percentage of OIG Public and Indian Housing Audit Reports
During this Repoting Period

Region1
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o o Region 7-8
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New York 32%
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Philadelphia 0%
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Los Angeles 17% i Atlanta 0%
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Fort Worth17%
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HUD’s Use of Multifamily Residual Receipts

HUD OIG reviewed HUD's use of multifamily projects' receipts to determine
whether HUD used multifamily projects' residual receipts to reduce housing assistance
payments.

HUD did not provide detailed guidance to ensure that project managers and
contract administrators understood that they could use residual receipts in lieu of
subsidy payments. As a result, HUD did not use more than $36 million in available
residual receipts to reduce housing assistance payments for the 10 projects reviewed.

OIG recommended that HUD provide detailed guidance to its field offices and
contract administrators that will identify when projects have sufficient residual receipts
to fund housing assistance payments and provide and annually update a list of projects
to the field offices and contract administrators that indicates when projects have
sufficient residual receipts to fund subsidy payments. (Audit Report: 2007-KC-0002)

Owner and Management Agent Operations

Over the past 6 months, OIG has audited owner and management agent operations
with an emphasis on combating equity skimming. While OIG's objectives varied by
auditee, the majority of the reviews were to determine whether the owner and/or
management agent used the project funds in compliance with the regulatory
agreement and HUD requirements. The results of OIG's more significant audits are

described below.

HUD OIG audited The Associates Group Pioneer Pines Park, located in
Bakersfield, CA, in response to a request from the HUD Departmental Enforcement
Center.

Pioneer Pines failed to collect more than $195,000 in rental payments from its mobile
home dealers, paid more than $133,000 in unsupported wages, made payments of more
than $373,000 for ineligible expenses, commingled funds and repaid advances while in
a non-surplus-cash position, failed to maintain its vacant spaces in good repair and
condition, and failed to make required mortgage payments.

OIG recommended that HUD require the owner to repay the uncollected rent and
other ineligible and unsupported expenses. OIG also recommended that HUD pursue
double damages remedies against the owner for the inappropriate disbursements that
were used in violation of the regulatory agreement, pursue action under the Program
Fraud Civil Remedies Act against the owner's president, and impose other civil money
penalties and administrative sanctions against the president and owner. (Audit
Report: 2007-LA-1001)

HUD OIG audited the Peregrine Health Management Company's, Syracuse, NY,
management of the financial operations of Peregrine's Landing Senior Community in
response to a complaint.
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The agent used almost $117,000 in project funds for items that were ineligible,
unsupported, and/or not necessary or reasonable for project operations. Further,
$50,000 in project funds and more than $35,000 in a bond and associated interest were
held, in addition to a more than $5,000 account payable, to cover non-project-related
legal fees. In addition, the agent collected almost $73,000 in excessive management
fees that could have been avoided and used project funds to pay the salary and benefits
of one of its employees, resulting in ineligible costs of almost $40,000.

OIG recommended that HUD instruct the owner and agent to develop procedures
to ensure compliance with its regulatory agreement and HUD rules and regulations
and require the owner and agent to (1) reimburse the project for the ineligible and/or
unnecessary costs, (2) submit supporting documentation to justify all unsupported
costs and reimburse the project from nonproject funds all amounts determined to be
ineligible, (3) unencumber the project by removing more than $5,000 in accounts
payable from the project's books and records and take appropriate action to prevent
future payments of non-project-related legal expenses, (4) negotiate a management
fee that is reasonable and commensurate with the services provided, and (5) reimburse
the project from nonproject funds for the excessive supervisory salary paid. (Audit
Report: 2007-NY-1003)

HUD OIG reviewed operations at Harris Health Center, 016-43106, a 34-bed
nursing home located in East Providence, RI, because the mortgage was delinquent
and final endorsement of a HUD-insured loan was delayed.

The Center did not ensure that renovations were completed properly. It also paid
unnecessary interest and non-project-related costs and did not properly calculate and
pay fees toits related management agent. As aresult, the Center did not receive the full
benefits of its renovations and spent money on unnecessary expenses, all of which
contributed to operating losses and cash flow shortfalls.

OIG recommended that HUD require the Center's owner to correct the
renovation deficiencies, develop a repayment plan to reimburse the project nearly
$22,000 for unnecessary and non-project-related costs, and establish a consistent
management agent structure and method for computing and paying management agent
fees. (Audit Report: 2007-BO-1004)

HUD OIG audited Asbury Square Apartments located in Tulsa, OK, in response to
arequest from HUD.

Sheltering Palms - Tulsa I, LLC, the owner and borrower, and Paramount Property
Group, LLC, the management agent, spent almost $35,000 on ineligible and
unsupported costs.

OIG recommended that HUD require Sheltering Palms to support or reimburse
HUD's Federal Housing Administration (FHA) insurance fund almost $35,000 and take
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appropriate administrative sanctions against Sheltering Palms and its principals/
officers and Paramount and its owners. (Audit Report: 2007-FW-1006)

HUD OIG reviewed the management fees claimed by the management agent P.J.
Alizio Realty, Inc., pertaining to six multifamily properties in Mineola, NY. For the
fees tested, the agent generally calculated the management fees in compliance with
applicable HUD requirements and did not claim payments in excess of those specified
in the certifications. However, certifications for two projects were not submitted to
HUD as required.

OIG recommended that HUD request that the management agent submit the
certifications for the two projects to HUD and implement procedures to ensure that
whenever management fees are revised, a new certification is submitted to HUD.
(Audit Report: 2007-NY-1801)
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Investigations

Some of the investigations discussed in this report were conducted jointly with
Federal, State, and local law enforcement agencies. The results of OIG’s more
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 49 $1.45 Million 46 57

page 79 | - Theft/Embezzlement
Our Focus page 81 | - Rental Assistance Fraud

page 82 | - Other Fraud Crimes

Chart 4.2: Percentage of OIG Multifamily Housing Closed Investigation Cases
During this Reporting Period*

Region1
. Boston 6%
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*This does not include cases where funds misused came from Congress for the hurricane relief.
(see chapter 6 for these cases)
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Theft/Embezzlement

David E. Forgy, chief executive officer of RM&G, doing business as Heartland Health
Care Group of Oklahoma, was indicted in U.S. District Court, Oklahoma City, OK, for
equity skimming, false statements, misapplication of health care benefit program funds,
and aiding and abetting. From March 2001 through December 2002, Forgy allegedly
disbursed funds from Heartland Health Care Center (HHCC) project accounts for his
personal benefit while HHCC was in a non-surplus-cash position, then defaulted on
HHCC's HUD-insured mortgage loan and caused HUD losses in excess of $4.4 million.

Larry Lippman, a former managing agent for Republic Management at Eastwood
Terrace Apartments (ETA), a HUD-subsidized multifamily housing complex, pled guilty
in U.S. District Court, Beaumont, TX, to embezzlement. From August 2000 to June
2003, Lippman embezzled ETA funds by manipulating ETA accounts under his
control. HUD realized losses of $347,693.

Herbert Wright, Community Resource Management, Inc., and Ennis Francis Houses
Associates were named in a $3 million civil complaint filed in U.S. District Court, New
York City, NY. The complaint seeks to recover funds and civil damages resulting from
the unauthorized use and misuse of assets and income from a HUD-funded multifamily
property known as Ennis Francis Houses (EFH) located in Harlem, NY. The
defendants allegedly depleted $150,000 in EFH funds for their personal use or political
contributions and certified nonexistent tenants, causing approximately $160,000 in
rent subsidy overpayments. HUD loss is estimated at approximately $310,000.

Wanda Mercado, a former Peabody Properties manager at Schoolhouse 77, a HUD-
subsidized multifamily complex, was sentenced in U.S. District Court, Boston, MA, to
2 years incarceration and 3 years supervised release and ordered to pay Peabody
Properties $82,571 for her earlier guilty plea to bribery. Mercado solicited and received

BROCKTON

Property manager gets two years in bribery case

say 1 the seri of

tence, Mercado was ordered to pay property manager for Peabody

ENTERPRISE STAFF REPORT
BOSTON — A former Section 8
d

$82,571 in restitution to Peabody
Properties, which reflects the rent

property was
Wednesday in federal court to two
years in federal prison for accept-
ing cash payments from appli-
cants seeking subsidized housing.

Wanda Mercado, 38, formerly
of 76 Brook St., Brockton, was sen-
tenced by U.S. District Judge Regi-
nald C. Lindsay to two years in
prison to be followed by three
years of supervised release for tak-
ing bribes in connection with the
Section 8 housing program.

In addition to her prison sen-

bsidies that the U.S. Depart-
ment of Housing and Urban Devel-
opment paid.

Mercado pleaded guilty in
September to accepting payments
from five applicants who sought
subsidized apartments in three
buildings that Mercado managed
in Mattapan, Dorchester and Rox-
bury.

Mercado was paid amounts
ranging from $4,500 to $6,000 by
each of the five applicants. At the
time, Mercado was employed as a

Properties Ine., which served as
the management agent for the
buildings.

There is a waiting list for finan-
cially eligible applicants to the
Section 8 housing program, which
provides rental subsidies for qual-
ifying low-income families. It is il-
legal to solicit or accept payments
from applicants for housing assis-
tance.

In imposing the sentence, Lind-

Mercado's offense, pointing out
that she allowed the bribe-payers
to take apartments that were sup-
posed to be set aside for the elderly
and the handicapped.

Copyright, 2007. The Brockton Enterprise - Boston, MA. Reprinted with permission.
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more than $34,000 from unqualified Section 8 applicants seeking Schoolhouse 77
subsidized units. HUD realized losses in excess of $151,478 when 10 unqualified
applicants obtained subsidized housing units they were not entitled to receive.

Patricia Yats, the former site manager at Grange Acres Senior Citizen (GASC)
complex, a HUD-subsidized multifamily housing development, was sentenced in U.S.
District Court, Grand Rapids, MI, to 6 months incarceration and 2 years probation
and ordered to pay HUD $119,233 in restitution for her earlier guilty plea to
embezzlement. Yats embezzled $119,000 from GASC by writing, endorsing and
cashing GASC checks, then used the GASC funds for gambling.

Joel Hernandez, a former contractor for United Housing Management (UHM), a
HUD multifamily Section 8 contractor, pled guilty in U.S. District Court, Boston, MA,
to conspiracy to defraud an agency of the United States. Hernandez solicited and
received $35,700 in bribes from five Section 8 applicants seeking HUD-subsidized
housing units managed by UHM. HUD realized losses of approximately $150,000 when
three unqualified Section 8 applicants obtained subsidized housing units they were not
entitled to receive.

Mary Spruell, the former treasurer of D. Edward Wells Federal Credit Union
(DEWECU) and owner/manager of Walnut Street Apartments, an FHA-insured
multifamily project, was sentenced in U.S. District Court, Springfield, MA, to 12 months
home confinement with electronic monitoring, 3 years supervised release, and 200 hours
community service and ordered to pay National Credit Union Administration $114,000
in restitution and file an amended Federal income tax return for her earlier guilty plea
to embezzlement, filing a false Federal income tax return, and aiding and abetting.
Spruell embezzled more than $114,000 from DEWFCU, including more than $65,000
from Walnut Street Apartments. Terms of her previous plea agreement include the
forced sale of Walnut Street Apartments to repay HUD for unauthorized distributions,
excessive management fees, and court ordered restitution.

Plea nets home detention

the four to be resolved.

By contrast, Spruell’s lawyer said
she was voluntarily interviewed by in-
vestigators and quickly owned up to

3 others accused in credit union case

By STEPHANIE BARRY
sbarry@repub.com

SPRINGFIELD - A woman de-
scribed by supporters as a pillar of the
community yesterday was sentenced
to a year of home detention for accept-
ing $114,000 in embezzled funds from
a close friend who ran a now-defunct
credit union.

Mary Spruell, 67, of Springfield,
long active in local churches and civil

rights circles, received the sentence in
lieu of a traditional prison sentence
after a federal judge was moved by her
otherwise unblemished life and other
factors.

Spruell pleaded guilty in July to one
count of aiding and abetting embezzle-
ment and one count of filing a false tax
return.

The charges came in connection
with a larger scandal at the D. Edward
Wells Credit Union, a former Mason

Square bank that was shut down in
2003 after federal regulators found
alarming deficits.

Former top executive Carol Aranjo,
her husband and son were charged in
U.S. District Court in an 86-count in-
dictment, accused of conspiracy to em-
bezzle more than §1.3 million from the
tiny bank. It largely served low-income
residents and social service agencies.

They pleaded innocent to the
charges. Spruell’s case is the first of

the $114,000 windfall, which she ad-
mits was essentially gifted by Aranjo.
Spruell was charged separately.
“She’s a nice person. She's ashamed
to be here today,” defense lawyer Mi-
chael O. Jennings said yesterday in a
courtroom filled with more thana doz-
N Supporters. .
Though Spruell faced up to 18
months in prison, Jennings agued for

Please see Credit, Page Al3

Copyright, 2006. The Republican - Springfield MA. Reprinted with permission.
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Rental Assistance Fraud

Arinola Ajidele-Parlor, a former Section 8 tenant at Sheridan Gunnerson Apartments,
a HUD-subsidized multifamily housing complex, was sentenced in U.S. District Court,
Chicago, IL, to 6 months home confinement and 3 years probation and ordered to
pay HUD $47,348 in restitution for her previous guilty plea to false statements.
Ajidele-Parlor failed to report income, her purchase of an FHA-insured home and two
FHA-insured refinances, or her nonresidency and business use of the HUD-subsidized
housing unit on annual certifications and obtained $47,348 in housing assistance she
was not entitled to receive.

Darlean Marcucilli, also known as Darlean Hall, a New York State Division of
Housing and Community Renewal (HCR) Section 8 recipient and New York Police
Department administrative aide, and her husband John Marcucilli, an HCR senior
housing management representative, were each indicted in U.S. District Court, New
York City, NY, on conspiracy and theft of government funds. Darlean Marcucilli
allegedly failed to report her husband's income or residency on HCR certifications and
obtained approximately $37,464 in HCR housing assistance she was not entitled to
receive.

Eight Section 8 tenants at Park 7 Apartments, a HUD-subsidized multifamily
complex, were arrested on outstanding warrants issued by Johnson County District
Court, Olathe, KS, for false statements. The above defendants allegedly failed to report
income on housing certifications and obtained approximately $32,000 in housing
assistance they were not entitled to receive.

Elsa Ondina Herrera-Martinez, a former Section 8 tenant at High Point Village, a
HUD-subsidized multifamily housing complex, was convicted in U.S. District Court,
Boston, MA, of theft of government funds, aggravated identity theft, and illegally
obtaining a Social Security number. Herrera-Martinez and previously charged Rafael
Rosario illegally acquired and used the identity of another to obtain more than $15,000
in housing assistance they were not entitled to receive.

Donald Pierce, a former Section 8 tenant at William Woods Apartments, a HUD-
subsidized multifamily housing complex, was sentenced in U.S. District Court,
Portland, ME, to 13 months incarceration and 3 years probation and ordered to pay
HUD $15,000 in restitution for his earlier guilty plea to false statements to HUD. Pierce
falsified assets and income on annual certifications and obtained $15,000 in housing
assistance he was not entitled to receive.
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Lashanda McLaughlin, Dollie Jamison, and Delores James, former HUD multifamily
Section 8 tenants at Walnut Grove Apartments, each pled guilty in Clay County Court,
Liberty, MO, to stealing. McLaughlin was sentenced to 5 years probation and ordered to
pay HUD $3,006 in restitution, Jamison was sentenced to 24 months probation and
ordered to pay HUD $1,153 in restitution, and James was sentenced to 24 months
probation and ordered to pay HUD $1,560 in restitution. The above defendants failed to
report income on annual certifications and obtained $5,719 in HUD housing assistance they
were not entitled to receive.

Dris Mitchell, a Section 8 tenant at Crestview Apartments, a HUD-subsidized
multifamily housing complex, was indicted in U.S. District Court, Jackson, MS, for false
statements and claims. Mitchell allegedly provided false income information on annual
certifications and obtained $3,759 in housing assistance she was not entitled to receive.

Other Fraud/Crimes

Aaron Dare, a former owner of three FHA-insured multifamily properties, pled guilty in
U.S. District Court, Albany, NY, to wire fraud, false statements to HUD, and conspiracy.
Berne Watkins, the previous owner of the three FHA-insured multifamily properties sold
to Dare, was indicted on conspiracy, wire fraud, false statements to HUD, and aiding and
abetting. In 2000 and 2001, Dare and Watkins allegedly executed two promissory notes,
creating the appearance that Dare held equity worth $2.5 million and, thereby, enabling
him to purchase the above properties from Watkins. Dare used the fraudulent promissory
notes to obtain FHA-insured mortgages on the three properties, then failed to make
mortgage payments as promised. HUD realized losses of $1.9 million after the mortgages
defaulted.

Edward Boppert, a former Section 8 tenant at Stony Crest Towers, a HUD-
subsidized multifamily housing complex, was indicted in Middlesex Superior Court,
Middleton, CT, on possession of child pornography. Boppert allegedly possessed 322
images of child pornography in his HUD-subsidized unit.

As a result of "Operation Justice," law enforcement personnel from the U.S.
Marshals Service, Fort Worth Police Department, Fort Worth City Marshals, Tarrant
County Sheriff's Office, and HUD OIG arrested 25 individuals on outstanding felony
warrants in Fort Worth, TX; 16 of the individuals arrested resided in HUD-subsidized
multifamily housing units.

Shirzad “Rocky” Mehrrafiee was arrested on outstanding felony warrants charging him
with bank and wire fraud at his grandmother's Section 8 unit in Ashbrooke Apartments, a
HUD-funded multifamily complex located in Kansas City, MO.

u n n
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Chapter 4

HUD’s Community Planning
and Development Programs



The Office of Community Planning and Development (CPD) seeks to develop
viable communities by promoting integrated approaches that provide decent housing,
suitable living environments, and expanded economic opportunities for low- and
moderate-income persons. The primary means toward this end is the development of
partnerships among all levels of government and the private sector. 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 8, page 134)

Audits

Strategic Initiative 3: Contribute to the Strengthening of Communities

Key Program Results Questioned Costs Funds Put to Better Use
Audit 10 Audits $5 Million $4 Million
page 85 - Community Development Block Grant Programs
F?)Eis page 87 - Supportive Housing Program Grant
page 88 - HOME Investment Partnerships Program

Chart 5.1: Percentage of OIG Community Planning and Development
Audit Reports During this Repoting Period

Region1
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New York 10%
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OIG audits the Community Development Block Grant (CDBG) program,
Supportive Housing Program Grant, and HOME Investment Partnerships Program
(HOME) program. While OIG's objectives varied by auditee, the majority of the
reviews were to determine whether the grant funds were administered for eligible
activities and that they met program objectives. The following section illustrates the
audits conducted in the CPD area.

Community Development Block Grant Programs

The U.S. Department of Housing and Urban Development (HUD) OIG audited the
City of St. Louis, MO's use of its CDBG funds. OIG did not find any material
deficiencies in the City's allocation of administrative costs to the CDBG program.
However, the City provided loans totaling nearly $4.5 million to 52 of 66 economic
development projects that could not demonstrate that they met HUD's requirements
for creating and retaining jobs. The City also did not require the St. Louis Development
Corporation to properly report the number of jobs it created with the HUD funds it
loaned to projects.

OIG recommended that HUD require the City to (1) provide sufficient
documentation to show that the 52 projects created or retained at least the minimum
number of jobs or repay $1.7 million in forgivable loans provided to projects and create
additional jobs to offset the $2.8 million in repayable loans that did not properly create
or retain jobs and (2) improve its control structure to ensure that the nearly $1.7
million in underway projects creates the appropriate number of jobs and impose
sanctions against its development corporation if poor performance continues.

HUD OIG audited the Office of Community Development, City of Chicopee, MA's
administration of its CDBG and HOME programs. The City did not adequately
administer more than $2.2 million in housing rehabilitation contracts funded through
its CDBG and HOME programs. It did not perform the required independent analysis
of cost estimates submitted by developers before awarding rehabilitation contracts,
did not always enforce procurement and financial management contract provisions
included in written agreements with developers, did not adequately address
performance problems on the part of developers identified during reviews performed
by it, and approved final payments for unfinished projects. In addition, it approved
more than $1.2 million in unreasonable and unsupported rehabilitation contract costs.
The $1.2 million is part of the overall $2.2 million, and the City's use of a $700,000
community housing development organization set-aside from the HOME program was
an ineligible use of these funds.

OIG recommended that HUD require the City to establish written policies and
procedures for both the HOME and CDBG programs that meet HUD requirements for
awarding, administering, and monitoring program funds. OIG also recommended that
the City provide supporting documentation for the $1.2 million in unsupported costs,
including establishing the reasonableness of the costs, or repay the funds and be
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directed not to use set-asides on the ineligible project, which will allow $700,000 to be
put to better use for other eligible projects. (Audit Report: 2007-BO-1003)

HUD OIG audited the operations of the City of Amsterdam, NY, regarding its
administration of a Section 108 loan obtained in May 2002 under HUD's Canal
Corridor Initiative. The grantee did not disburse Section 108 loan proceeds in
accordance with CDBG and Section 108 loan rules and regulations. Specifically, some
loan proceeds were not disbursed in accordance with the loan application, while other
funds were disbursed without adequate support, and there is no evidence of
compliance with labor standards. As a result, the grantee could not demonstrate that
loan proceeds totaling $535,000 were used for proper, reasonable, and eligible costs.

OIG recommended that HUD instruct the grantee to submit supporting
documentation to justify all unsupported costs, so that HUD can make an eligibility
determination, and reimburse the program from nonfederal funds for all amounts
determined to be ineligible. OIG also recommended that the grantee develop
administrative controls that will ensure compliance with all Section 108 loan guarantee
regulations and requirements for all future CDBG-related funding. (Audit Report:
2007-NY-1002)

HUD OIG audited the Gwinnett County, Lawrenceville, GA, CDBG and HOME
programs. The Block Grant and HOME projects reviewed were eligible and met HUD's
national objectives, and the subrecipients operated the projects in accordance with
their contract with the grantee. However, the grantee's subrecipients did not provide
their share of the project funding as required by their contracts. As of October 31,
2006, the subrecipients had not provided more than $278,000 toward the projects.

OIG recommended that HUD require the grantee to either collect the funds due
from the subrecipients according to the contracts or amend the contracts
appropriately. In the future, if the grantee does not require the subrecipients to
provide funding to the projects, the contracts should not contain this requirement.
Also, the grantee should establish controls to ensure that all contract requirements are
enforced. (Audit Report: 2007-AT-1003)

HUD OIG audited HUD's Hartford, CT, Office of Community Planning and
Development (CPD) due to indications of inadequate monitoring identified during a
previous OIG external audit. The Hartford CPD office appeared to ensure that CDBG
funds were used for activities that met one of the three primary national objectives and
were eligible and properly classified. However, it did not always adequately monitor
CDBG program participants or follow HUD requirements. It did not always issue
required monitoring letters in a timely manner, maintain or complete required
documentation, and perform adequate followup. Inadequate monitoring allows
findings and concerns to go uncorrected, placing CDBG funds at unnecessary risk.
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Further, the lack of an administrative record and required documentation negatively
impacts HUD and makes enforcing sanctions more difficult.

OIG recommended that HUD implement additional oversight and a plan to ensure
that (1) the CPD staff are familiar with and understand HUD monitoring requirements;
(2) monitoring letters are prepared and provided to the program participants within
45 days; (3) correct handbook exhibits are used, completed, and prepared
electronically before issuance of the monitoring letter; (4) all correspondence,
documentation, and working papers relating to the monitoring and conclusions are
maintained in the official field office files; (5) adequate followup is performed and
documented; and (6) the director of the Hartford CPD office is complying with the
procedures and policies described in these recommendations. (Audit Report: 2007-
BO-0001)

Supportive Housing Program Grant

HUD OIG audited the City of Long Beach, CA's Continuum of Care Supportive
Housing Program to determine whether the City (1) monitored its project sponsors
adequately to ensure compliance with HUD regulations, (2) closed out expired grants
in compliance with HUD regulations, (3) provided the proper amount of
administrative fees to its project sponsors, and (4) made timely reimbursements to its
project sponsors.

The City failed to (1) monitor its project sponsors, which resulted in project
sponsors being unable to support required cash match; (2) close out expired grants in
accordance with HUD requirements; (3) provide at least 50 percent of the
administrative fees to the project sponsors as Congress intended; and (4) make timely
reimbursement payments to its project sponsors. As a result, the City failed to ensure
that HUD funds were spent in the most effective and efficient manner, unnecessarily
overburdened project sponsors, and put HUD funds at risk. Additionally, the City
unnecessarily delayed nearly $2 million in expired grant funds from being deobligated.

OIG recommended that HUD require the City to comply with HUD's and its own
policies and procedures regarding on-site monitoring of its project sponsors, provide
support for more than $315,000 in cash match or repay HUD for more than $1.1 million
in expended grant funds, immediately close out nearly $637,000 in expired grants so
these funds can be put to better use, and reevaluate its payment process and establish
and implement procedures to reduce the time it takes to reimburse its project
sponsors. (Audit Report: 2007-LA-1003)

HUD OIG audited the YWCA of Seattle, WA, King and Snohomish Counties, to
determine whether it administered its Supportive Housing Program grants in
accordance with HUD requirements, Office of Management and Budget requirements,
and the grant agreements.

The YWCA generally administered its Supportive Housing Program grants in
accordance with HUD requirements. However, it received excess funds because it did
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not provide a sufficient cash match for one of its grants. It was also unable to support
labor costs charged to its grants.

OIG recommended that HUD require the YWCA to (1) repay more than $118,000
in grant funds expended without the required cash match, (2) reimburse the grant
and/or repay HUD from nonfederal funds for the nearly $69,000 in unsupported labor
costs unless it can provide adequate supporting documentation, and (3) implement

policies and procedures so that its grants are carried out in accordance with applicable
laws and regulations. (Audit Report: 2007-SE-1001)

HOME Investment Partnerships Program

HUD OIG reviewed the City and County of Denver, CO's HOME program to
determine whether the City properly established, administered, and accounted for
eligible HOME projects.

The City did not properly enter its data into the Integrated Disbursements and
Information System, which resulted in its incorrectly reserving $722,000 in HOME
funds. In addition, the City did not have adequate controls over the administration of
its HOME activities and funds. Therefore, HUD lacked assurance that management
properly accounted for or realized maximum benefit from the HOME funds.

OIG recommended that HUD require the City to implement policies and
procedures to ensure that it accurately and completely enters and maintains all required
information in the HUD system and to ensure effective administration of the HOME
program. (Audit Report: 2007-DE-1001)

HUD OIG reviewed the HOME program administered by the State of Nebraska's
Department of Economic Development in Lincoln, NE. The audit objective was to
determine whether the State closed HOME-funded projects in accordance with HUD
requirements.

The State did not close HOME projects in HUD's computer systems in a timely
manner. It has made progress in properly closing several hundred past-due projects,
but many projects remain unresolved.

OIG recommended that HUD verify that the State has implemented appropriate
controls to ensure that it closes HOME projects in HUD's data systems within the
required timeframes, monitor the State's progress in closing projects currently
exceeding HUD's required timeframes, and ensure that the projects are closed
properly and expeditiously. (Audit Report: 2007-KC-1005)
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Investigations

Some of the investigations discussed in this report were conducted jointly with
Federal, State, and local law enforcement agencies. The results of OIG’s more
significant investigations are described below.

Strategic Initiative 3: Contribute to the Strengthening of Communities

Key Program Cases $ Convictions/Pleas/  ~Admin/Civil
Results Closed Recovered Pretrials Actions
Investigations 34 $1.6 Million 32 22

page 90 | - Theft/Embezzlement

Our Focus

page 95 | - Other Fraud Crimes

Chart 5.2: Percentage of OIG Community Planning and Development Closed
Investigation Cases During this Reporting Period*

Region1
B Boston 26%

\ Region 5 2

) \ R« 2

M T Chicago 9% N (;gloﬁ 229%
pl > Region7-8 ew Yor

Kansas City 13%

Region 3
Philadelphia 9%

Region 9-10 Region 4
Los Angeles 9% s Atlanta 4%
Region 6
Fort Worth 9%

*This does not include cases where funds misused came from Congress for the hurricane relief.
(see chapter 6 for these cases)
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Theft/Embezzlement

Derrick Earls and Johnnie Wright, board members of HUD-funded Gary Urban
Enterprise Association (GUEA), each pled guilty in U.S. District Court, Hammond,
IN, to conspiracy to commit mail fraud and theft concerning programs receiving
Federal funds. Earls, Wright, and others diverted and personally used more than

$750,000 in GUEA funds.

Exec's favorite charity?
Herself, authorities say

Patti Buffington, the former
executive director of Genesis
House (GH), a HUD-funded
emergency shelter providing
housing, rehabilitation, and other
services for prostitutes, and
Valerie Lewis, the former GH
chief financial officer, were
arrested and charged in criminal
complaints filed in Cook County
Circuit Court, Chicago, IL.
Buffington was charged with
organizing a continuing financial

She's accused of
pilfering $479,000
from agency for
haircut, SUV, trips

BY STEFAND ES?EISIIO
~.n rff Report
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Partners in crime?
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serviee there as part of a sen- sespositoidsuntimes.com

used the money for vacations and
vehicles and to pay private school
tuition and previously assessed
Federal income tax.

Copyright, 2006. Chicago Sun Times - Chicago, IL.
Reprinted with permission.

Murilda "Chris' Hayes, executive director of Love Social Services Center (LSSC), a
HUD- and U.S. Department of Justice (DOJ)-funded nonprofit, and her husband James
C. Hayes, the former LSSC treasurer, mayor of Fairbanks, AK, and current pastor of
Lily of the Valley Church of God in Christ, were charged in a superseding indictment
filed in U.S. District Court, Fairbanks, AK, with criminal forfeiture of funds up to
$825,000. Murilda and James Hayes were previously indicted for conspiracy, theft,
fraud, misapplication from an organization receiving Federal funds, money laundering,
and engaging in monetary transactions involving criminally derived property. From
2000 to 2005, Murilda Hayes allegedly wrote and negotiated LSSC checks payable to
cash; obtained money orders or cashier checks with the LSSC funds; and in concert
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with James Hayes, used LSSC
funds to purchase personal items,
pay for personal expenses, or
provide furnishings and pay for
Lily of the Valley Church of God
in Christ construction and
operating expenses. HUD and
DOJ grant funds embezzled are
estimated to exceed $450,000.

Leroy Brown, a former
financial manager for the Salvation
Army, was sentenced in U.S.
District Court, Newark, NJ, to 37
months incarceration and 3 years
probation and ordered to pay the
Salvation Army $385,760 for his
previous guilty plea to conspiracy
to steal from an organization

Nonprofit center
stopped drawing

on grant

By SAM BISHOP
Mews-Miner Washington Bureau

WASHINGTON — The nonprofit youth
center led by former Fairbanks Mayor Jim
Hayes and his wife Chris stopped drawing
money on at least one of its earmarked fed-
eral grants after a search warrant was served
at the organization’s office a year ago.

The US. attorney’s office on Wednesday
announced that a grand jury had returned
indictments against Jim and Chriz Hayes,
charging them with conspiracy, theft,
fraud and money laundering. The grand
jury accused the couple of improperly using
£450,000, out of $2.9 million that Sen. Ted
Stevens earmarked for the program from
2001 to 2005,

The most recent of those earmarks, for
$173,000, went through the U.S. Department
of Housing and Urban Development.

Brian Sullivan, HUD spokesman in Wash-
ington, D.C., said LOVE Social Services still
has a $123,600 credit in the grant account.

That's the same amount the nonprofit
group had one year ago when about 30 feder-
al agents executed search warrants at LOVE
Social Services, the Hayeses' home and the
Lily of the Valley Church of God in Christ,

in 2006

NEW CHURCH — Pastor James Hayes and
his wife, Chris Hayes, stand on the site for
the new Lily of the Valley Church of God in
Christ on Barnette Street in July 2000. A
federal indictment alleges the couple used
money from a federal grant for a social
services center to help fund construction
of the church.

where Jim Hayes is pastor.
The grand jury indictment released
Wednesday accuses the Hayeses of using the

See INDICTMENT, Page A8

receiving Federal funds and
Federal income tax evasion.
Brown embezzled $385,760 from
a Salvation Army bank account,

funded in part with HUD Housing Opportunities for Persons with AIDS (HOPWA)
program funds, by creating fraudulent client files, check request forms, and court
documents to support the issuance of bogus landlord payments to previously indicted
and sentenced Susan Bigelow.

Copyright, 2007. Daily News-Miner - Fairbanks, AK. Reprinted
withpermission.

Francis Keough I, the former executive director of Friends of the Homeless (FOH),
a HUD-funded nonprofit, was sentenced in U.S. District Court, Springfield, MA, to 3
years incarceration and 2 years probation, fined $50,000, and ordered to pay FOH and
others $145,000 in restitution and forfeit $145,000 in cash for his previous guilty plea
to extortion, obstruction of justice, false statements, witness tampering, perjury, and
filing a false Federal income tax return. In addition, Angel T. Guzman, the former FOH
operations manager; Michael P. Hallahan, a former FOH intake supervisor; and Daniel J.
McNamee, a former Springfield Housing Authority (SHA) maintenance supervisor, each
pled guilty to mail fraud, conspiracy to commit mail fraud, obstruction of due
administration of justice, and/or filing false Federal income tax returns. Keough lied to
Federal agents while under oath, attempted to persuade witnesses, provided fabricated
jobs or offered no-bid FOH contracts to family members, and diverted and used FOH
inventory while building a personal residence in Rhode Island; Guzman assisted Keough
in falsely certifying FOH unit occupancy information and obtaining approximately
$38,000 in FOH housing assistance for unqualified tenants; Hallahan, while employed
at and during FOH working hours, assisted Keough with the construction of his
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Ex-council president gets 3 years
=52 Keough to pay $145,000 in restitution

SPRINGFIELD - Former City

Council President F) G.
Keolugh 1[|I was I;,'::; a Homeless Inc. to pa)sl-i.'mw:n “I've asked myself how | ar-  “They would just remind me  The outfit. according to de-

prison senten:e yw restitution and serve three years rived at a place like this,” said of hw grossly | have failed,” he fense lawyer Daniel D. Kelly of

|erdgy [Drm odels-  of probation after his release, Keough, held since August 2005  said, Springfield, represented a fash-

land  wvacation hqmg with As one of the best-known at the Hampshire County Jail Four of Keough's friends - in-  jon upgrade from the omnge
televisions, refrigerators and public figures caught in a feder-  and House of Correction on self-  cluding his brother Patrick and  jump he wears most days.

other items looted from a tax- &l corruption dragnet, Heough admirted bail violations. cousin Roy Anderson, a Spring-  Before handing down the sen-

mwbﬂ:uncedd:\nnq pleaded guilty in January to 'Qul:e{nnkly Idonthavean field lawyer - sat behind him tence, Ponsor said he was struck

ence, handed down conspiracy, extortion, mail answer,” he added during the hearing. by the clashing versions of the

by U 5 Danu Judge Michael fraud, witness tampering and ~ When dozens of friends and  As with previous court ap- defendant depicted in the

A. Ponsor, means Keough, jailed perjury while running homeless former supporters sent him let- pearances, Keough. who once 50-count federal indictment is-

for the past 20 months, will charity. ters In jail, Keough, a college charged the shelter $120 to re- sued in 2005 and the pearly 50 Fila phato by CHEISTOPHER EVANS.

serve up to 16 more months be-  In an apology moments be- foothall star and former five- place shoes damaged in a flood, letters sent by his friends and Former City Council Presi-

fore being released. fore Ponsor issued the sentence, term «city councilor, said he was sporting the same brown-  family in recent weeks. dent Frands G. Kecugh Il
The judge also ordered the Heough, 48, expressed a mix of could not bring himself to read patterned sweater over a dress

former director of Friends of the  anguish and sel{-contempt them shirt. Please see Kecwgh, Poge A12

Copyright,2007. The Republican - Springfield, MA. Reprinted with permission.

was given a J6-month
prison sentence yesterday.

personal residence; and McNamee caused SHA to purchase heating components later
installed in Keough's personal residence. HUD losses are estimated at $145,000.

Theodore LeBlanc, the former Norristown Borough mayor; and Herbert Bagley, a
former insurance broker and contractor for Norristown Borough, were each sentenced
in U.S. District Court, Norristown, PA, for their earlier guilty pleas to mail fraud,
bribery, conspiracy, bank fraud, filing a false Federal income tax return, and/or honest
service mail fraud. LeBlanc was sentenced to 51 months incarceration and 36 months
supervised release, fined $2,000, and ordered to pay HUD $83,000 in restitution; and
Bagley was sentenced to 30 months incarceration and 24 months supervised release,
fined $1,200, and ordered to pay HUD $43,845 in restitution. From 2002 through 2005,
LeBlanc illegally awarded contracts to Bagley and others, allowed Bagley to submit false
invoices for services not performed, ordered Norristown Borough finance department
officials to pay the fraudulent invoices using HUD CDBG funds, and received
approximately $50,000 in bribery payments from Bagley. HUD realized losses of
$126,845.

Chang Sheng Yu, a Chinese national and president of American McKinley Venture
Management, Inc., was sentenced in U.S. District Court, New York City, NY, to 15
months incarceration and 36 months supervised release and ordered to pay Empire
State Development Corporation (ESDC) $118,876 in restitution for his previous guilty
plea to theft of government funds, mail fraud, and submission of false Social Security
numbers. Yu, an undocumented immigrant, was also ordered deported when released
from prison. Yu falsely obtained a Business Recovery Grant and attempted to obtain a
Small Firm Attraction and Retention Grant through ESDC, a HUD-funded nonprofit
established to provide assistance to businesses in lower Manhattan after the
September 11, 2001, terrorist attacks.
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Elischa Campbell, the former director of Just-a-Sister-Away House of Texas, Inc.
(JASA), a HUD-funded supportive housing nonprofit, was indicted in State District
Court, Houston, TX, for misappropriation of fiduciary property or property of a
financial institution. Campbell allegedly submitted false documents to support the
use of $47,500 in JASA funding to purchase property, but no property was acquired.

Sharon L. Johnson, a former case manager at United Services Community Action
Agency (USCAA), a HUD-funded organization, was sentenced in U.S. District Court,
Kansas City, MO, to 3 months each incarceration and community confinement and 3
years supervised probation and ordered to pay HUD $24,250 in restitution for her
earlier guilty plea to theft of government funds. Johnson and others obtained $24,250
in USCAA funds by issuing USCAA housing payments to fictitious landlords.

Kemeaka Martin-Thorton, a former program assistant at Athens-Clarke Human
Economic Development (ACHED), a HUD-funded organization, pled guilty in U.S.
District Court, Athens, GA, to theft by deception and was sentenced to 26 consecutive
weekend incarcerations and 15 years probation and ordered to pay Clarke County $16,331
in restitution. Martin-Thorton obtained and personally expended $16,331 in ACHED
funds.

Whitfield Jenkins, president of the Ocala Leased Housing Corporation (OLHC)
board and the unofficial executive director of OLHC, a HUD-funded organization, was
arrested after grand theft charges were filed in Fifth Judicial Circuit Court, Ocala, FL.
Jenkins allegedly obtained and personally used $10,043 in OLHC funds.

Jenkins t himself i $2,000 bail
1 charges to be completed, a mug shot : Whitfield
Former hOuS]l‘lg agency and fingerprints to be taken, the 1 Jenkins, right,
head faces grand theft names of next of kin to be given and Ly - o Bl was re
. other booking procedures to be
charges for debit card use. ~ completed x‘ebm:nmm
With his bail bondsman waiting out- Co ail
Br MILLARD K.IVES side the door of the booking area with unty Jail on
STan-Baswen bail, Jenkins was not required to go to anwb‘;lnesday
OCALA — Whitfield Jenkins wurned 2 cell or change into an inmate uni- was
himself in to police Wednesday mom- form. After making $2,000 bail, he escorted by
ing on charges that the former presi- w.\IIFed from the booking area straight Deputy
dent of Ocala Leased Housing Corp. 1o his vehicle. _ _ Thomas
used the nonprofit organization’s debit  Escorted back to his vehicle by dep- Moats, a
card for personal use. uties, }es_:kms told reporters, “No Marion
Arriving in a gray Jeep Cherokee comment | County
and m.;;:-:,.g a gjfrdnd gr];)r instripe The State Attomey’s Office issued | correctional
suit, Jenkins, 66, walked into the book- the arrest warrant for Jenkins on |5 officer.
ing area of the Marion County Jail at B R
.\h]%m 10 am. It took about 20 min- M Affidavit continues: JARNET WALSHS
utes for an affidavit on grand theft VWithdrawals at gambling facilities. 6B STAR BANMER

Copyright, 2007. Star-Banner - Ocala, FL. Reprinted with permission.

Mark Marcucilli, the former assistant director of housing management for New York
State Division of Housing and Community Renewal (HCR); his father Fred Marcucilli;
and Carmine Carpinone were each sentenced in U.S. District Court, New York City,
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NY, for their earlier guilty pleas to conspiracy, conspiracy to commit mail fraud, mail
fraud, and/or theft of government funds. Mark Marcucilli was sentenced to 1 year and 1
day incarceration and 2 years supervised release and ordered to pay Lower Manhattan
Development Corporation (LMDC) $10,863 in restitution; Fred Marcucilli was
sentenced to 1 year probation; and Carpinone was sentenced to 24 months probation
and ordered to pay South Bridge Towers $15,870 in restitution. Mark and Fred Marcucilli
and Carpinone conspired to obtain LMDC funds by falsely claiming a residence in the
lower Manhattan World Trade Center area. LMDC is a HUD-funded organization
created to coordinate the rebuilding and revitalization of lower Manhattan after the
September 11, 2001, terrorist attacks.

Marilee Jackson, the former community development director of the City of
Paterson, a HUD-funded local government organization, pled guilty in Passaic
County Court, Newark, NJ, to official misconduct, theft by deception, and
misapplication of property. Jackson, in a pretrial

. . . ©
intervention agreement, agreed to pay the City of E H
Paterson $2,475 and a vendor $350 for misusing X'o Icer
HUD funds and purchasing unapproved merc