DEPARTMENT OF HOUSI NG AND URBAN DEVEL OPMENT
SALARI ES AND EXPENSES, HOUSI NG AND URBAN DEVELOPMENT
BUDGET ACTIVITY 14. ENFORCEMENT CENTER

SCOPE OF ACTIVITY

The Departnental Enforcenment Center (DEC) was established in fiscal year 1998 as part of
HUD s 2020 Managenent Reform Plan. Its strategic objective is to ensure the public trust in
HUD s ability to provide decent, safe and sanitary housing by effectively consolidating and
adm nistering tinely enforcenent actions. The DEC strives to achieve this objective by:

(1) consolidating enforcenent functions of the Department, and centralizing scattered and

i nconsi stent enforcenent policies; (2) creating a cadre of experienced attorneys and anal ysts to
focus on and resolve the Department’s nost difficult cases, freeing programstaff to better

servi ce and support the Departnment’s core initiatives; (3) pronoting credibility and results for
HUD s enforcenent efforts; (4) enhancing critical partnerships between HUD program areas and with
ext ernal agencies and organizations; (5) taking aggressive action against those that are in
serious non-conpliance with statutory and regul atory requirenents of the Departnment;

(6) consolidating suspension and debarnent authority within the Departnent; and (7) elimnating
fraud, waste and abuse of HUD prograns by recipients and other beneficiaries.

WORKLOAD

The principal workload of the Enforcement Center consists of providing advice and
recommendations to Program Ofices to revise current policies and procedures which will help
reduce enforcenment actions; initiate, as necessary, appropriate civil referrals to the Departnment
of Justice (DQAQJ) and/or crimnal referrals to the Ofice of the Inspector General (O GQ; and,
assist HUD in ensuring that parties under contract with the Department conply with the terns of
their contracts.

1. Ofice of Chief Counsel

The O fice of Chief Counsel (OCC) performs |legal work with respect to affirmative
Federal Court litigation, adm nistrative hearings, and sanctions initiated by the Department to
enforce statutory, regulatory and contractual requirements applicable to participants in HUD
progranms and to other persons subject to HUD s prograns. The Office represents the Department in
adm ni strative and civil noney penalty proceedings in which the Departnment seeks sanctions
agai nst individuals and entities for violating various statutory provisions and regul ati ons
pronul gated by the Departnment. The O fice also provides general |egal advice and counsel to the
Mort gagee Review Board, the Office of Multifanmi |y Housi ng Managenent, Lender Activities and to
the Ofice of Housing with respect to Gvil Mney Penalties. |In Federal court litigation, the
of fice works with the Departnent of Justice (DQJ) which by statute has | ead counsel
responsi bility.

a. Admnistrative Proceedings Division

This Division is responsible for |egal review of proposed suspensions and
debarnments, as well as of Linmted Denials of Participation (LDPs) issued by Headquarters
officials. In the course of this work, the D vision provides services and representation to the
Assi stant Secretaries for Housing, Public and Indian Housing, and Comrunity Pl anni ng and
Devel opnent, as well as the President of G nnie Mae and the | nspector Ceneral.

Wth respect to the HUD Mortgagee Review Board, the Division provides |egal review
with regard to each nortgagee or Title | lender matter that is scheduled to cone before the Board
and then inplenments the Board's decisions. The Division also provides | egal advice and
representation to the HUD Multifam |y Previous Participation Conmittee, provides |egal guidance
to programofficials in conjunction with single fanmly nortgagee Credit Watch termi nation
hearings and resulting decisions, and assists the OGC Ofice of Litigation to the extent
term nation actions are challenged in Federal district court.

Wth respect to adnministrative civil noney penalties that can be inposed under the
HUD Reform Act of 1989, the Division is responsible for |egal assistance and representation
regardi ng such penalties agai nst FHA nortgagees, Title | |enders, and GNMA issuers. The Division
is also responsible for handling civil noney penalty cases against multifanmily nortgagors who
fail to file their annual audited financial statenents as required by their regul atory agreenent.

The Division also provides |legal review services for all referrals of false clainms
and/or false statements by the | nspector General under the Program Fraud G vil Renedies Act
(PFCRA). The Division prepares the required requests for Departnent of Justice approval, issues
conpl aints, and represents HUD at any administrative hearings on PFCRA cases.
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b. Program Enforcenent Division

This Division handl es enforcenent actions involving the Miltifam |y Housing Program
the Public and | ndian Housing Program the Community Devel opnent Bl ock G ant program and actions
brought under the False Clains Act for fraud involving all HUD prograns.

In Multifam |y Housing Prograns, attorneys are involved in identifying and
initiating judicial actions with the assistance of the DOJ directed at multifam |y project owners
for failing to operate their projects in conpliance with HUD s requirenents. In the Public and
I ndi an Housi ng Programs, assistance is provided in taking actions against public housing
authorities that are in substantial default of their contractual, regulatory and statutory
obligations with HUD. In the Indian Housing Bl ock Grant Program (I HBG, this Division provides
the Ofice of Native Anerican Prograns (ONAP) with advice and gui dance in the devel opnent of
cases and the pursuit of renedies. This Division also handles CPD referrals for sanctions under
the Community Devel opnent Bl ock G ant Program (CDBG) .

c. Lead Hazard Legal Division

This Division is responsible for providing advice regarding the investigation of
| ead hazard viol ations, coordination of enforcement with other agencies, and for enforcenent of
appropriate HUD sanctions. The Residential Lead-Based Paint Hazard Reduction Act of 1992 in part
anended t he Lead-Based Pai nt Poi soning Prevention Act of 1971 and the Toxic Substances Control
Act. These statutes contain | ead-based paint notification, evaluation and reduction requirenents
for all Federally owned and assisted housing constructed before 1978. The Lead Hazard Reducti on
Act includes provisions pertaining to the | ead-based paint abatenent grant program and | ead-based
pai nt research activities and contains | ead-based paint disclosure requirenents for all housing
constructed before 1978, including private housing. HUD and EPA jointly inplement the Lead-Based
Pai nt Hazard Reduction Act.

d. RESPA Legal Divisi onIEI

This Division represents the DEC i n enforcenent cases under the Real Estate
Settl ement Procedures Act (RESPA). RESPA attorneys work closely with the DEC RESPA Division on
the enforcement of significant RESPA cases. Attorneys review cases, determ ne what additional
information, evidence, or other material is necessary to conpletely evaluate the case and wl|l
work with the staff analyst to prepare an investigation plan. They al so provide gui dance, as
needed, regardi ng standards of proof of violation, evidentiary requirenents, the legal viability
of the case, and other |egal questions that may arise. The Legal Division drafts subpoenas and,
as needed, conducts subpoena hearings and interviews witnesses. It also coordinates the
devel opment of cases with attorneys fromother Federal or state agencies in joint enforcement
actions. After analysts devel op an enforcenment recommendati on based on their review, the Legal
Di vi sion reviews the recommendati on and supporting docunmentation and concurs in the
recommendati on before an enforcenent action can conmence. Attorneys are the contact point with
opposi ng attorneys and carry out any settlenment negotiations with them If the recomrendati ons
are for injunctive or crimnal actions, the Legal Division acts as the point of contact with DQJ
and assists with the trials. Attorneys al so handl e RESPA civil penalty cases before
adm nistrative | aw judges and coordinate with the Adm nistrative Proceedings Division on RESPA
cases recommended for Mrtgagee Review Board action.

The RESPA Legal Division also works closely with other parts of the Departnent on the
devel opment of regul ations, |egislation and policy statements on RESPA enforcenment issues. The
Di vision al so acts as coordinator with the Department of Justice and other Federal Regul atory
agenci es on RESPA enforcenent strategies.

e. Satellite Legal Division

Legal Division Attorneys are located in each of the five DEC Satellite Ofices (New
York, Atlanta, Chicago, Fort Wrth, and Los Angel es) and are overseen by the Senior Attorney in
Headquarters. These | egal offices provide | egal services in connection with all matters handl ed
within a DEC Satellite Ofice. One Lead Attorney and two to three staff attorneys are assigned
to each Satellite Legal Division Ofice. The Lead Attorney is responsible for the coordination
of legal work with the Ofice of Chief Counsel in Headquarters and the |ocal DEC Satellite Ofice
Director; the assignnent of cases to other satellite attorneys; and such other duties as are
assigned by the Ofice of Chief Counsel.

Satellite attorneys in these offices provide |egal services in connection with the
Mul tifam |y Housing Programidentified above, work closely with the Program Enforcenment D vision
and are overseen by the Deputy Chief Counsel on these cases. Attorneys participate as team
menbers in eval uating and devel opi ng recommendati ons for proposed enforcement actions through
Action Plans; represent the DEC at adnministrative hearings; coordinate enforcenent actions with
the I nspector General’s O fice, Departnent of Justice and other agencies; and negotiate
settlement agreenents.

' The DEC currently has no staff to performthe functions associated with this Division.
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2. Ofice of Operations

The O fice of Operations includes a Headquarters conmponent and five satellite offices.
Headquarters is responsible for policy devel opnent and oversi ght of support to the Satellite
Ofices. The Satellite Ofices evaluate properties referred to the Departnental Enforcenent
Center based on HUD concerns about possible owner non-conpliance with HUD requirenents.

Following its evaluation an action plan is devel oped that establishes what steps HUD will take to
achi eve conpli ance.

a. HQ Operations Division

The work of the HQ Operations Division addresses distressed nultifam |y properties
referred by the Real Estate Assessment Center (REAC) and other Programoffices. This Divisionis
responsible for judicial or admnistrative receivership for those public housing authorities
whi ch Public and | ndian Housing (PIH) refer to the Enforcenent Center. The DECis available to
PIH for take-over of receivership cases referred by the Ofice of Native American Prograns
(ONAP). Additionally, the DECwill work with the Assistant Secretaries for Community Pl anni ng
and Devel opnment (CPD) and Fair Housing and Equal Opportunity FHEO on matters which require
enforcenment actions to resolve program non-conpliance issues with their grantees. |n the case of
FHEO, the Enforcement Center will only be involved in non-civil rights issues. This Division
uses general contractors who performdue diligence, workouts, inspections and other actions to
ef fect enforcenent against property owners or Contract Adm nistrators and/or effect recovery of
distressed nmultifamly properties. D vision staff works with the Center attorneys in processing
| egal docunents and will be the principal point of contact for field staff conmunications
regardi ng any enforcenent actions taken against troubled projects. The Center is fully
responsi bl e for properties referred by REAC and wi Il conduct due diligence on the properties and
devel op an enforcenment plan covering appropriate sanctions (if any) and corrective actions by HUD
and the owners including a tinetable for conpletion of all activities.

b. Satellite Ofices

The primary role of satellite offices is to manage the day-to-day recovery and
enforcement strategies for Multifamly properties. Five Satellite Ofices are responsible for a
total of ten enforcenent teans, each with an assigned geographic area. Each Satellite Ofice
receives direct inquiries. REAC and Property Disposition Centers (relocation, foreclosure and
nort gagee i n-possession) are the primary sources of referral while the Center continues to
receive referrals fromthe Ofice of Multifam |y Housing. The Satellite Ofices carry out
enforcenment actions using general contractors who perform due diligence, workouts, and other
actions necessary to effect enforcenent activities. Satellite offices are located in Atlanta,

CGeorgia; Los Angeles, California; New York, New York; Ft. Worth, Texas; and Chicago, I|llinois.
FY 2000 FY 2001 FY 2002
Nunber of Cases................ 1, 280 1, 300 1, 400

3. Ofice of Special Prograns

a. Conpliance Division

The role of the Conpliance Division within HUD at the Departnental Enforcenent
Center (DEC) is to renove irresponsible participants who have engaged in fraud, waste and abuse
of HUD prograns. By using adm nistrative sanctions (Suspension and Debarnment) the D vision
enabl es HUD to protect the Anerican taxpayer and the integrity of its progranms and to minimze
continuing fraud, waste and program abuse.

Conpl i ance Division staff eval uates suspension and debarnent recommendati ons and
referrals fromvarious sources. The Conpliance Specialist then drafts adm nistrative sanction
notices when warranted. Wen a notice is found by the Adninistrative Proceedings Division to
lack sufficient support to sustain an adm nistrative sanction action in the event of a hearing,
the Conpliance Division is charged with the responsibility of obtaining additional evidence or of
inform ng the source of the referral or recommendation that the case is being closed due to |ack
of evidence.

The DEC takes conpliance actions against participants in any and all HUD program
areas including Housing (Title | and Title Il and Multifam|ly and Single Famly), Public and
I ndi an Housi ng, Community Pl aning and Devel opnent and G nnie Mae. Referrals and recommendations
for Suspension and Debarment come to the DEC from various sources: O G Investigations and Audit,
the eighteen nultifamly Hubs, the four single famly HOCs, the five DEC Satellite Ofices, and
ot her HUD program and field offices.
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b. MRB Division

The purpose of the Mirtgagee Review Board (MRB) Division is to support the MRB in
its efforts to oversee the performance of |enders participating in the FHA i nsurance prograns.
On the basis of its review the MRB deterni nes whether the Departnent should continue doing
business with a | ender. Approximately 95 percent of the matters considered by the Board pertain
to lenders participating in FHA's Title | and Title Il Single Fanmly insurance prograns. Only a
few cases involve Miultifanmily participants. The Home Omnership Centers provi de approximately 90
percent of the referrals and the Ofice of |nspector General refers approximtely 10 percent of
the cases based on its audits or investigations. The Mrtgagee Review Board is authorized to take
any of the follow ng adm nistrative actions: Letter of Reprimand; Probation; Suspension of
Approval ; Wthdrawal of Approval; Civil Mney Penalty; or Settlenent Agreenent.

c. RESPA Enforcenent Divisi onﬂ

The DEC was recently assigned the responsibility to enforce the Real Estate
Settl enment Procedures Act (RESPA). The RESPA Enforcenent Division (RED) is responsible for
investigating serious and conpl ex violations of RESPA and taking appropriate enforcenent actions
to address those violations. The RED will receive RESPA conplaints fromthe O fice of Housing,
other HUD offices, the public and fromother agencies. The RED will evaluate the conplaints and
determ ne which are appropriate for enforcement action. The RED will investigate allegations of
referral and unearned fees and will report findings in an Investigative Report. Upon request,
legal staff will assist analysts in conplex investigations. Were the RED recommends enforcenent
action, the enforcement strategy will be concurred in by the legal staff and carried out jointly
by both Divisions.

d. Lead Hazard Enforcenent Divisi onE

The DEC was al so recently assigned the responsibility to enforce Sections 1012, 1013
and 1018 of the Residential Lead-Based Paint Hazard Act of 1992. These are the sections of the
law that require the disclosure, evaluation and treatnent of |ead-based paint. The Lead Hazard
Enforcenent Division (LHED) will be primarily responsible for investigating serious and conpl ex
viol ations of the |ead-based paint hazard | aw and taking appropriate enforcenent actions to
address these violations. The LHED will independently identify, as well as directly receive
referrals fromentities within and outside the Departnent, and eval uate those cases to deternine
whi ch ones are appropriate for enforcenent action. The Division will have the capacity to
investigate issues and fully devel op a case so that an appropriate decision regarding the action
to be taken can be nade. Enforcenent strategies will be concurred in by the |egal staff and
carried out jointly by both Divisions.

4, Ofice of Information and Technol ogy

The O fice of Information and Technology is responsible for: (1) devel opi ng and
mai ntai ning internal information systens for the Center; (2) interfacing with the Departnent’s
financial infornation and program systens to ensure data required by the Center is accurate,
current, accessible and reliable; (3) preparing reports for internal use and for other
Depart nental purposes; (4) devel oping and nmi ntaining a Departnent wi de enforcenent tracking
system and, (5) coordinating with users fromother parts of the Department. This Ofice wll
al so maintain the established file protocol as materials are retrieved by contractors.

5. Ofice of Administrative and Managenent Services

The O fice of Adm nistrative and Managenent Services is responsible for a wi de range of
functions which support the overall operations of the Center, including: (1) the provision of
staff training and orientation courses; (2) budget and financial managenent; (3) adm nistrative
and personnel support services; (4) procurenment services; (5) the provision of public
information; (6) tracking and reporting on DEC workl oad and acconplishnments; and (6) nanagenent
pl anni ng and reporting requirenents.

6. Physical Security Staff

The Physical Security Staff is responsible for conducting security inspections, surveys,
and eval uations of Departmental activities and facilities to ensure the protection of the
Secretary and other Departmental personnel. This Staff coordinates the results of these
evaluations with the Advance Staff, the Enforcenent Center, and the security force for HUD
buildings and facilities and assists these staffs in the devel opnent of solutions and/or the
i nprovenent of security neasures.

The Staff devel ops and maintains |liaison with the United States Secret Service, Federal
Bureau of I|nvestigations, police departnents, and other departments on executive protection and
other security matters relative to Departnmental security and crinme prevention. As requested, or
as deermed necessary, the Physical Security Staff nmonitors security related contracts supporting

? The DEC currently has no staff to performthe functions associated with this Division.

° The DEC currently has no staff to performthe functions associated with this Division.
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the Departnent, advises the Contracting Oficer’s Technical Representative and/or Contract
Specialist on security requirenents and the quality of the contracts perforned and offered.

TRAVEL
The table below identifies travel requirements unique to this activity.
BUDGET CURRENT | NCREASE +
ACTUAL ESTI MATE ESTI MATE ESTI MATE DECREASE -
2000 2001 2001 2002 2002 vs 2001
(Dol I ars in Thousands)
Travel (HQ ................... $311 $175 $732 $732
Travel (Satellite) ............ $128 $325 $744 $744
Total ..o $439 $500 $1, 476 $1, 476

The proposed travel budget of $1.5 million in fiscal year 2002 for the Enforcenent Center
wi Il support both the headquarters and satellite offices and will be used for travel supporting
the Secretary’'s priorities associated with naintaining and expandi ng the Enforcenent Center’s
role as the enforcement arm of the Department. The Director plans to travel locally and
nationally to conmunicate to HUD s constituency and other interested parties the mission, role
and responsibilities as the Center works to ensure the public trust.

The DEC antici pates receiving approxi mately 1,400 referrals. Travel will be required for
multiple site visits; detailed evaluations; to neet with owners; nmanagenent agents; Assistant
U S. Attorneys; and Departnent of Justice attorneys. The requested amount will al so provide for
witness travel. Wtnesses nay be called to appear in enforcenent proceedings in U S. Courts
t hroughout the Country.

CONTRACTS

The tabl e bel ow identifies contract requirenments unique to this activity.

BUDGET CURRENT | NCREASE +
ACTUAL ESTI MATE ESTI MATE ESTI MATE DECREASE -
2000 2001 2001 2002 2002 vs 2001
(Dol lars in Thousands)

Technical Services ............ $1, 470 $3, 875 $1, 515 $1, 495 -$20
Public Information Services ... $10 $100 $10 $40 +$30
General Support ............... $119 $25 $479 $469 -$10

Total ..., $1, 599 $4, 000 $2, 004 $2, 004

Techni cal Services

. Legal Services contracts provide | egal support services that will assist Enforcenent
Center attorneys in pursuing affirmative litigation against project owners receiving the
benefit of FHA insured financing and/or Section 8 assistance.

. Techni cal assistance contracts for Assessnent and Anal ysis Services will also be used to
provide the Center with histories of the ownership of the project; descriptions of the
project’s physical condition; analysis of current financial status; and recommendations
for resolving the problens identified by the contractor. One contract will be awarded
for each of the five satellite offices.

. Contracts for court reporting services and transcripts are essential in deposing
wi tnesses and taking affidavits in preparation for evidentiary proceedings.

Public Infornation Services. The Public Affairs Officer is responsible for preparing and
promul gating i nformati on about the activities of the Enforcement Center through the use of
br oadcasts, videos, exhibits and conferences. The Enforcenent Center has nunerous objectives
that it is conmtted to fulfilling to informand educate general and specialized publics,
Congress, State and |ocal governnents, |aw enforcenent, and many other interested parties. W
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propose to nmake videos and prepare national broadcasts to update and orient internal and externa
audi ences t hroughout the housing industry.

CGeneral Support. This funding principally provides for contract tenporary services for
clerical, admnistrative and | egal support in areas where a critical need is identified




