DEPARTMENT OF HOUSI NG AND URBAN DEVELOPNMENT
OFFI CE OF | NSPECTOR GENERAL
SALARI ES AND EXPENSES
The followi ng nmaterial discusses the functions, workloads, and proposed staffing | evels for the
O fice of Inspector General for 2002.
APPROPRI ATI ON HI GHLI GHTS

The followi ng tabl e summari zes the fundi ng sources and staffing |evels.

BUDGET CURRENT | NCREASE +
ACTUAL ESTI MATE ESTI MATE ESTI MATE DECREASE -

2000 2001 2001 2002 2002 vs 2001

(Dol lars in Thousands)

bl i gations
Funds Avai | abl e:
Budget Authority ........... $50, 657 $51, 657 $52, 541 $61, 555 +$9, 014
FHA Fund ................... $22, 343 $22, 343 $22, 294 $22, 343 +$49
PIHFund ................... $10, 000 $10, 000 $9, 978 $10, 000 +$22
Unobl i gated Bal ance ........ - $6, 487
Carryover from prior year .. $11,512 $6, 000 $6, 000 e - $6, 000
Subtotal ................... $88, 025 $90, 000 $90, 813 $93, 898 +$3, 085
G her Transfers:
Consol i dat ed Fee Account ... $537 $537 $537 $537 e
Subtotal .................... $88, 562 $90, 537 $91, 350 $94, 435 +$3, 085
Qutlays (net) ................ $79, 181 $59, 000 $57, 000 $60, 000 +$3, 000
Ful | - Ti me Per manent
Appoi ntnents (EOY) ........... 685 702 673 673 .
Ful I -Tine Equivalents ........ 698 705 705 680 -25

SUMVARY COF BUDGET ESTI MATE

Fundi ng for fiscal year 2002. For fiscal years 2000 and 2001, Congress authorized the Ofice of the
I nspector General to carryover funds fromprior fiscal years. The fiscal year 2002 estimate of $94, 435
thousand will allow O Gto support an FTE goal of 680.

STAFFI NG

The O G staffing level for fiscal year 2002 of 680 FTEs includes 673 full-time positions and 7 FTEs
for other than full-time permanent.

FUNDI NG BY OBJECT CLASS

The followi ng tabl e sunmari zes this request by object class.
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Personal Services .............
Travel and Transportation O
Persons .......... ... ... ... . ...
Transportation O Things ......
Rent, Communi cations, and
Uilities .....................
Printing and Reproduction .....
QO her Services ................
Supplies and Materials ........
Furniture and Equipnent .......
I nsurance d ai ns and
Indemmities ...................
Total oligations ...........
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BUDGET CURRENT | NCREASE +
ACTUAL ESTI MATE ESTI MATE ESTI MATE DECREASE -
2000 2001 2001 2002 2002 vs 2001
(Dol lars in Thousands)
$60, 783 $65, 250 $64, 461 $67, 464 +$3, 003
$5, 723 $6, 364 $5, 800 $5, 569 -$231
$109 $148 $21 $52 +$31
$7, 498 $7, 735 $8, 448 $8, 948 +$500
$135 $79 $135 $135 .
$12, 368 $9, 919 $11, 478 $11, 260 -$218
$836 $515 $433 $433
$1, 054 $523 $545 $545
$88, 562 $90, 537 $91, 350 $94, 435 +$3, 085




O fice of Inspector General

EXPLANATI ON OF CHANGES - FY 2002 VS. FY 2001

A description of the various object classifications that are used by the O fice of |Inspector General
is provided on the follow ng pages.

The 2002 Budget estimate for the Office of |nspector General is $94, 435 thousand. The 2002 Budget
estimate consists of $67,464 thousand in personal services and $26,971 thousand in operating funds
(travel --$5,569 thousand; transportation--$21 thousand; rent, communications and utilities--$8,948
thousand; printing--$135 thousand; other services--$11,478 thousand; supplies--$433 thousand; furniture
and equi pnent - - $545 t housand; and insurance and i ndemities-- $29 thousand). The 2001 Budget
estimate is $91, 350 thousand, consisting of $64,461 thousand in personal services and $26, 889 thousand in
operating funds.

Specific information which describes the fiscal year 2002 Budget estinmate is detail ed bel ow

Per sonal Servi ces

The 2002 estimate of $67,464 thousand is an increase of $3,003 thousand fromthe 2001 current
estimate. This funds O G staffing at 680 FTEs.

Travel

O G staff travels extensively to carry out their audit and investigative responsibilities. Audit
staff travel to program participant and contractor offices to performproject audits, contract audits,
eval uations of pricing proposals, and financial audits. |Investigation staff also require extensive
travel to interview witnesses and subjects of investigations, and to exam ne records.

Thi s object class covers training and conference travel, program execution travel and
m scel |l aneous travel related to audit and investigative activities. The 2002 estinmate of $5, 569
thousand is a decrease of $231 thousand fromthe 2001 current estimate of $5,800 thousand.

Transportation of Things

This classification of expense includes the cost of reinbursenent to O G personnel who are
aut hori zed the novenent of househol d effects or house trailers when these personnel are transferred from
one permanent duty station to another. The 2002 estimate is $52 thousand.

Rent, Communications and Utilities

The funds under this object classification provide for all rental costs, both space and
equi prent, as well as communi cation services and utilities. The 2002 estimate of $8,948 thousand is an
i ncrease of $500 thousand fromthe 2001 current estimate of $8,448 thousand. This is a result of an
estimated increase to our rent bill.

Printing and Reproductions

The funds included in this object class are for the cost of printing and reproduction services,
and rel ated conposition and bindi ng operations performed by or through the Governnent Printing Ofice
(GPO . The Inspector General's Sem annual Report to Congress is also covered under this object
classification. The 2002 estinate of $135 thousand equal s the 2001 current estinate.

O her Services

A multitude of activities is funded under this object of expense. The nost significant
activities supported by these funds include professional training and devel opment of O G staff personnel,
audit services, general support activities, and ADP mai ntenance and services. The 2002 estinmate of
$11, 260 thousand is a decrease of $218 thousand fromthe 2001 current estimte of $11,478 thousand.

Audit services prinarily include the cost of contracting for the audits of FHA and G nnie Me
financial statenents.

The O G has an Interagency Agreement with the Department of Justice for access to the National
Crinme Information Center (NCIC) for data related to HUD audit and investigative activities. |n addition,
the O G has an I nteragency Agreenent with the Bureau of Public Debt for personnel and
contracting/ procurenment services, and Ofice of Personnel Managerment (OPM background
checks/investigations on O G staff. W also have an agreement with the National Finance Center for
payrol | processing.

In fiscal year 1999, we contracted with a firmto provide services under a new concept called
Seat Managenent, which is highly endorsed by Governnent Services Adm nistration (GSA), and we have nade
great strides in inplementing this system Seat Managenent provides OGwth its own secure Local Area
Net wor k, whi ch HUD was unabl e to provide. Seat Managenent al so provides a platformon which we are
operating automated workfl ow applications. The required system provides for sensitive communicati ons and
adds an encrypted data communi cations security to a full range of interoperable products. This wll
ensure the confidentiality, integrity, and availability of OGinformation resulting in nore efficient
and effective business processes. This contract will also include providing all O G s hardware and
software requirements. Such a systemwas approved as part of the Housing Fraud Initiative proposal that
was reconmended and funded through our fiscal year 1998 appropriation.
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Gt her funds in this object class include anounts for the professional training of OG personnel,
furniture and equi pnent mai ntenance, visual arts services, and other m scellaneous contractual
requi renments.

Supplies and Materials

Funds budget ed under this category of expense cover costs associated with the purchase of office
suppl i es; training supplies; conputer and associ ated supplies; subscriptions to professional nagazi nes,
publications and research materials; and other itens that are consunmed or expended generally within 1
year after purchase. The 2002 estimate of $433 thousand equals the 2001 current estinate.

Furni ture and Equi pnent

The 2002 estimate of $545 thousand equal s the 2001 current estinate. This object class includes
furniture and fixtures, general office equipnent, and special equipnent/weapons for investigative
activities.

I nsurance and | ndemities

This category provides for paynments made for or related to the repair or replacenent of property
(including loss by theft) or for personal injury deenmed by |law or regulation to be the responsibility of
the OG This would normally include | oss or damage of personal property being used for the benefit of
the government. The 2002 estimate of $29 thousand equal s the 2001 current estinmate.

SCOPE OF ACTIVITY

The O fice of Inspector General is the Department's focal point for independent review of the
integrity of Departmental operations and, therefore, is the central authority concerned with the quality,
coverage, and coordination of the audit and investigation services of the Department. In directing these
review activities, the Inspector General enphasizes both the detection and prevention aspects of these
services within a conprehensive Departnmental effort to attain inmproved managenent effectiveness. The
O fice of Inspector General has authority to inquire into all programand adnministrative activities of
the Departnent and the related activities of all parties perform ng under contracts, grants, or other
agreenments with the Department. These inquiries may be in the nature of audits, investigations, or such
other reviews as may be appropriate.

WORKLOAD

The principal workload of the Ofice of Inspector General consists of audits and investigations.
The | nspector Ceneral Act of 1978 and Amendnents of 1988 require the |Inspector General to conduct,
supervi se, coordinate, and provide policy direction for audits and investigations relating to
Departnental prograns and operations; and to pronote econony and efficiency in the adm nistration of, or
prevent and detect fraud and abuse in, HUD prograns and operations.

In mid-1994, the OGinplenented a new initiative, Operation Safe Hone. Operation Safe Hone is
geared to reducing violent crime in public and assisted housing, equity skinming in nmultifamly insured
housing, and fraud in the adm nistration of public housing.

The 1998 House Appropriations Bill called for the OGto undertake a Housing Fraud Initiative. By
agreement with the Congress, in Septenmber 1998, the O Ginplenented this Initiative in six Judicial
Districts during fiscal year 1999.

1. | MMEDI ATE OFFI CE OF THE | NSPECTOR GENERAL

The Inspector General reports directly to the Secretary and has authority to inquire into all
program and adm nistrative activities of the Department. The inquiries are designed to provide
constructive advice for Departnmental managenent, to pronote econony and efficiency in the adm nistration
of HUD progranms, and to prevent and detect fraud and abuse in HUD progranms and operations.

2. OFFI CE OF COUNSEL

In fiscal year 1994, the Inspector General established the OG Ofice of Counsel, which is
responsi bl e for independently providing the full range of professional |egal services and advice with
respect to the fornulation, coordination, revision and execution of the entire O G program
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3. OFFICE CF AUDI T

a. Enploynent and Responsibilities

The Ofice of Audit plans and conducts reviews of Departmental activities and operations
that include: (a) HUD Headquarters and field offices, (b) prograns and initiatives, and (c) contractors
and ot her program participants doing business with the Department. The Department’s progranms and
activities are large and varied and entail over $500 billion in nortgage insurance, over $500 billion in
nort gage- backed securities and over $30 billion in annual program expenditures. There are sonme 45, 000
organi zations delivering HUD prograns nationwi de. The Departnent al so incurs operating expenses for
nearly 9,100 enpl oyees. The Ofice of Audit's workload can be divided into three primary categories.

1. Performance Audits are reviews of selected HUD managenent and program operations to
eval uate efficiency and effectiveness or programresults. They are often directed at determ ning whether
managenment controls are sufficient to minimze programrisks. Performance audits review the records and
performance of organi zations receiving financial assistance or benefits fromthe Departnent, such as
various State and | ocal government grant recipients, insured nmultifamly housing project owners and
managenent agents, nortgage | enders and borrowers, contractors, public housing authorities, and nonprofit
sponsors. The audits are a neans of ascertaining the degree of conpliance with applicable statutes,
regul ati ons, and agreenents under which Federal funds and other benefits are nade avail able; the
appropri ateness of the disposition of funds granted, |oaned, or clained; and/or the adequacy of
partici pant performance and results.

2. Financial Audits include financial statenment and financial related audits. They
provi de reasonabl e assurances about whether the financial statements of an audited entity are free of
material msstatenents and are presented in accordance with generally accepted accounting principles.
Financial related audits include determ ning whether financial infornation is presented in accordance
with established or stated criteria, and whether the entity has adhered to specific financial reporting.

3. Advisory and Assistance Services enconpass our: (1) input to the legislative and
regul atory processes; (2) technical advice and assistance to HUD managenent on prograns and systens; (3)
program research; (4) quality control reviews of non-Federal audits of HUD programactivities; (5) audit
finding resolution; (6) assistance to U S. Attorneys in developing crimnal and civil cases for
prosecution (the time spent in this area continues to grow each year); (7) reviews of Hotline and ot her
types of conplaints; (8) joint efforts with the Office of Investigation or programofficials in detecting
or preventing fraud; and (9) responses to requests for information or assistance fromaudit clients in
the Departnent, the O fice of Managenent and Budget (OMB), the Congress, or the public.

b. Workl oad

Overview. Qur Sem annual Reports to the Congress continue to show significant audit
results.

The Office of Audit's long-range strategy is to assist the Department in addressing
managenment chal | enges that have been identified by our Office and the General Accounting Office. HUDIis
faced with persistent resource nanagenent and data system problens, a variety of naterial weaknesses, and
a difficult time overseeing critical functions performed by outside entities.

To provide the best possible services to HUD nmanagenent and the Congress, we will: (1)
enphasi ze the revi ew and oversi ght of |egislative, regulatory and policy changes resulting froman ever
changi ng HUD and program environnment; (2) pursue inprovenment in existing nmethods or devel opment of new
ways to conduct HUD s business; and (3) focus greater attention on those major audit areas that will
i mprove HUD s stewardshi p of Federal financial resources. Key efforts will include financial audits,
informati on systens and perfornmance revi ews, and the continued enphasis on conbating fraud, waste and
m smanagenent in HUD prograns.

Revi ew and Oversight. Major |egislative and organizational changes have been nade in the
Departnent. These changes are fundanentally affecting the way HUD does business and will significantly
increase the workload in the Office of Audit. For exanple, the Quality Housing and Wrk Responsibilities
Act of 1998 substantially changed the public housing program and required new inpl enenting regul ations
and policies. As they are devel oped, each will require our review and input to assure that proper
saf eguards and internal controls are in place to reduce the |ikelihood of programfraud and abuse. |In
addition, we renmain concerned about the proliferation of new prograns and their announcenent before
policies have been put in place. HUD s Directive Systemis the appropriate nmechanismto receive conments
fromaffected program staff when new policies and regul ati ons are bei ng devel oped. The previous HUD
adm ni stration, however, did not adhere to the principles underlying this system Wth the reductions in
HUD program staff due to downsizing, our reviews of regulatory and policy changes take on greater
i mport ance.

Maj or changes are being nmade in the manner in which the Federal Housing Adm nistration
(FHA) conducts business. The Departnent has obtained authority to substantially increase FHA insurance
limts and is continuing to privatize its real estate-owned activities. Oganizationally, with the
reductions in the level of programstaff, greater reliance is being

N-5



O fice of Inspector General

pl aced on our audit work to assure that |enders, grantees, contractors, and other program participants
are spending funds efficiently, effectively and in accordance w th programrequirenents.

In Multifam |y Housing, major program changes are underway or anticipated. Through a
process of portfolio reengineering, the Departnment would bring higher than market rents on subsidi zed and
insured multifamly projects down to a |l evel where they are conpetitive in the marketplace. W are
routinely involved in evaluating these types of efforts and the devel opnent and i npl enentation of
| egi sl ation.

Audit Enphasis. Qur audit work has shown that sone of the nost vul nerable program and
operational areas in the Department include: the devel opment and inplenmentati on of ADP systens; Single
Family loan origination and property disposition; overpaynents in HUD s rental assistance prograns; PHA
managenment and revitalization; enforcement of programrules and regul ati ons, including an increased
enphasi s on violations of housing quality standards; contract and grant adm nistration; and the use of
HUD s staff resources.

The following are some of our traditional workload nmeasurenments for the 6-nonth period
endi ng Sept enmber 30, 2000.

. Audit Menpranda lssued ............ ... ... 30
. Internal Audit Reports Issued........................ 8
. External Audit Reports Issued ...................... 23
« Collections fromAudits $6.8 nmillion
. Managenent Deci sions on Audits

with Questioned Costs ................ $22.9 million

. Operation Safe Hone - CQut of Court
Settlements, Court Ordered Fines,
Penalties and Restitution ........... $1.5 mllion
. Subpoenas Issued ........... ... 11

The Ofice of Audit’s strategy is to: (1) continue assessing the Departnment’s efforts to
address its maj or managenent chall enges with enphasis on the adequacy and reliability of financial and
informati on systens used by the Departnent, evaluating the effectiveness of newmy established
organi zational units; (2) evaluate if staffing | evels are adequate; (3) continue assessing the
Departnent’s inplenmentation of the Results Act; (4) assess how the Departnent is inplenenting the Quality
Housi ng and Work Responsibilities Act of 1998; (5) assess the Departnent’s efforts to elininate nortgage
fraud; and (6) continue the denonstrated success we have had in carrying out Operation Safe Home and
conducting HUD s Annual Financial Statenent Audit.

We need to namintain our current staffing levels and undertake a variety of nmjor program
ef fectiveness audits in order to become nore proactive. Wile we regularly review HUD fundi ng
requi rements, we've |acked resources to performsufficient audit work at the recipient level to determne
if the funding is getting desired results. Mst new prograns or significantly revised prograns have not
been audited. W need to | ook closer at many of our troubled Public Housing Authority (PHAs) to nmake
informed recomrendations to the Departnment and Congress. There are nunerous areas that deserve greater
audit exposure.

We are taking an active and aggressive role in ascertaining how the Departnent can better
define its mission and carry out its Congressional nmandates. The Inspector General continues to
routinely testify before Congressional commttees on HUD s mission, managenent and performance; high-risk
probl erms; perspectives on reinvention; and problens in the Single Fami |y Housing Programs. Preparation
for each hearing typically requires the conpletion of detailed audit work as a basis for testinony.

Qur audit plan targets the follow ng major areas of enphasis where we believe our work can
be of greatest value to the Department and Congress:

. Informati on System Audits. The work of the Information Systens (1S) Audit Division has
becone increasingly inportant as the Departnent expands the use of information
technol ogy for programdelivery with a reduced staff. Mich of the work is devoted to
supporting the mandated Financial Statement Audits by review ng the general and
application controls of automated financial systems. These controls affect prograns
and supporting applications for all systemefforts. IS audit work al so invol ves
assisting the Department in establishing controls and standards for error prevention;
efficient and effective operations; and deterrents to fraud or abuse during system
devel opment. A new | S audit priority involves assessing HUD s entity wide infornation
security policies and plans, including security managenment structure and the roles and
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responsi bilities of security personnel. Another area of audit work is providing
techni cal support to other O G auditors and investigators. This work includes
retrieving and anal yzi ng data from HUD systens, advising field auditors on autonated
tools for use in their work, and obtaining conputer-based evidence for investigative
pur poses.

. Perfornmance Audits. A nmjor part of our staff tine is spent conducting audits of high-
ri sk prograns and program participants. Sone of the nore critical areas include:

. Insured Multifam |y Operations;

. Native Anerican Housing and Assi stance and Sel f-Determ nation Act;
. PHA QOperati ons and Mderni zati on;

. Troubl ed Agency Recovery Centers;

. Real Estate Assessnent Center;

. G ants Managenent Center;

. Section 8 Administration;

. Single Famly Oigination, Servicing and Disposition ;
. Contracting Activities;

. CDBG Grantees and Sub- grant ees;

. Homel ess Program Provi ders; and

. Techni cal Assi stance.

. Fi nanci al Audits. Fiscal year 2001 will be the seventh year we conplete the
consol idated financial audit of the Departnent using our own staff resources. This
audit has better enabled the O Gto grasp the mgjor problens facing the Department and
thereby target our audit resources in areas of greatest concern. Another benefit of
the financial audit is that it enables us to evaluate internal controls as a neasure of
HUD s progress in identifying and solving its nmanagenent chal |l enges. The Financi al
Audit Division conducts this audit with assistance fromstaff fromall of our District
Ofices and the IS Audit Division. Additionally, we contract with independent public
accountants to performaudits of the financial statements of both FHA and the
Government National Mortgage Association G nnie Mae, which are included in the
consolidated audit. It is a major commtment of staff, training, contracting, and
travel resources.

. These financial statenent audits are required by the Chief Financial Oficers Act of
1990. We devote over 20 staff years to performthe consolidated financial audit and
adm ni ster the contracted audits of FHA and G nnie Mae.

Safe Home Efforts. The identification and pursuit of fraud in insured nmultifam |y housing
programs is a principal Safe Hone focus. Qur strategy is to obtain successful crimnal and civil
prosecution, sending a nessage to owners that defrauding the government will not be tolerated. W have
focused on affirmative civil enforcement opportunities with direct referral of cases to the U.S.
Attorneys. The burden of proof is less on these civil cases and provides for nore i medi ate inpact. W
have reached settlenment and judgnment on 129 cases totaling $105 mllion and had court convictions on
another 31 cases totaling $5.7 nillion. W nust increase our aggressive pursuit of fraud cases.

4. OFFI CE COF | NVESTI GATI ONS

a. Enploynent and Responsibilities

The Ofice of Investigation is responsible for the devel opnent and inplenentation of
investigative activities focusing on fraud and abuse in connection with HUD prograns and activities. The
investigations are conducted by special agents assigned to Headquarters and to el even district offices.
The Ofice of Investigation initiates investigations of possible violations of laws in the admnistration
of HUD prograns and activities or serious msconduct on the part of HUD enpl oyees. These initiatives
include investigations of possible crimnal violations for crimnal and/or civil prosecution and
investigations of programirregularities for civil and/or administrative actions by HUD. |n carrying out
these responsibilities, the Ofice of Investigation works closely with other Federal |aw enforcenent
agencies, as well as with State and local |aw enforcenent. Nunerous successful investigations have
occurred because of the conbined efforts of nore than one investigative agency. These efforts not only
intensify the investigation, but can broaden the scope of the inquiry and jurisdictional range of
potential violations.

Headquarters, Ofice of Investigation directs the activities of the eleven districts and
perforns an investigative support function. |In addition, the Ofice of Investigations has a Speci al
I nvestigations Division that conducts sensitive, highly conplex and/or nationw de fraud investigations.
Each district Ofice is supervised by a Special Agent in Charge who is responsible for overseeing
investigations within their respective geographic areas or responsibility.
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b. Wrkl oad

Qur Sem annual Report to the Congress continues to show significant results from our
investigative efforts. The following is a summary of our investigative results for the 6-nonth period
April 1, 2000 through Septenber 30, 2000.

VWH TE COLLAR | NVESTI GATI VE RESULTS

I NDI CTMENTS CONVI CTI ONS I NVESTI GATI VE SUSPENSI ONS/ DEBARVENTS OF PERSONS/
RECOVER! ES FI RV5 DO NG BUSI NESS W TH HUD

301 141 $12, 123, 463 144

VI OLENT CRI ME | NVESTI GATI VE RESULTS ( OPERATI ON SAFE HOME)
ARRESTS SEARCH WARRANTS DRUGS SEI ZED WEAPONS SEI ZED

1, 303 228 $4, 335, 905 260

During fiscal year 2002, the Ofice of Investigation will continue working to naintain a
bal ance between two nmmj or areas of investigative concern. First, resources will be focused on white
collar fraud investigations in those programmatic areas that hold the greatest potential for return.
Second, resources will be focused on investigations that target violent crine, including drug-rel ated
crimnal activity, in public and assisted housing devel oprments.

Mai nt ai ni ng and enhanci ng an aggressive, prioritized programof white collar fraud
investigations is one key performance goal of the Ofice of Investigation. These investigations, which
are routinely supported by other |aw enforcenment agencies (primarily the Federal Bureau of |nvestigations
(FBl')) and the Ofice of Audit, are for the purpose of punishing abusers of HUD prograns, recovering
Federal funds, deterring others fromconmmitting illegal acts, and restoring public confidence in the
integrity of HUD prograns.

Qur white collar crinme investigations will continue to yield significant prosecutive
results such as loan origination fraud in the single fanm |y nortgage insurance program equity skinm ng,
enbezzl ement, and false clains violations in the multifamly insured and assisted housing progranms, and
enbezzl enent and fal se clains cases in public housing and comunity devel opnent grant programs. An
i ncreasi ng nunber of these investigations in these areas involve highly sophisticated fraudul ent schenes
perpetrated in an automated environment by nultiple individuals and business entities operating in many
jurisdictions. |In order to adequately address this area in fiscal year 2002, the Ofice of Investigation
is proposing to establish a specialized Electronic Crime Team consisting of two special agents to provide
technol ogy assi stance and conputer forensic support to other agents in conducting conplex fraud
investigations that frequently require the seizure and eval uation of digital evidence.

Mai nt ai ni ng and enhanci ng an aggressive, |everaged program of Cperation Safe Home | aw
enforcement initiatives targeting violent crinme is another key performance goal of the Ofice of
Investigation. Operation Safe Hone was initiated in February 1994 as a coll aborative effort anong the
O G the Departnent of Justice, and the Departnent of Treasury, to reduce the level of violent crime in
public and assisted housing devel opments. The initiative focuses the conbined efforts of Federal, State,
and | ocal |aw enforcement on this serious abuse in HUD prograns.

Under the Operation Safe Hone Initiative, OG special agents participate as full partners
in law enforcement task forces, and also interface with public and assi sted housi ng devel opment nanagers
and HUD to facilitate methods to prevent violent crime and enhance the quality of life for residents.
The O Gs relationship with public housing authorities provides it with the expertise to target specific
crime-ridden devel opnents and provide intelligence information fromw thin the authority to |l aw
enforcenment counterparts and to then follow up task force actions with followup eviction referrals. OG
speci al agents are currently participating in nore than 250 task forces targeting violent crime in
publicly HUD funded housi ng.

5. SUPPLEMENTAL SAFE HOVE FUNDI NG

I'n 1998, and each year thereafter, we received $10,000 thousand fromdrug elimnation grant
funds to support joint task force operations, plus an additional transfer fromPIH of $10,000 thousand in
order to obtain additional |aw enforcement FTE. This increased FTE has enabled the O Gto nore
adequately address violent crime within the |larger urban areas, such as Boston, New York, Chicago,

Atl anta, Houston, New Ol eans, San Francisco, and Los Angel es, sone of the areas in which O G has had a
critical shortage of personnel to assign task force work. O Gis not requesting fiscal year 2002 funding
for task force operations.

One of the nobst critical conponents of Operation Safe Hone was devel oped in direct response to a
request fromthe Director of the FBI, who advised the Secretary that a witness relocation initiative was
necessary in order to address violence plaguing Washi ngton, DC. Violent crine in publicly funded housing
can only be addressed with the critical help of w tnesses who conme forward to assist |aw enforcement and
testify as to the crime. Unfortunately, many times such witnesses rightfully fear for their lives and
those of their famly if they
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assist law enforcement. Since the initiation of Operation Safe Home, O G has facilitated the rel ocation
of nore than 650 witness/fanilies, some of whose testinony was directly responsible for the conviction of
murderers who left trails of nmultiple homcides through public housing.

After 2 years of cajoling the assistance of various public housing authorities to relocate a
witness/famly, at the request of a prosecutor, in fiscal year 1996, HUD provided approximtely 200
Section 8 vouchers specifically for this purpose.

The continuation of this effort remains critical. Therefore, in fiscal year 2001, we estinmated
300 Section 8 vouchers woul d be needed for this purpose. W are requesting the same anount for fiscal
year 2002. Throughout the devel opnent of QOperation Safe Hone, representatives of every |aw enforcenent
conponent, including the Attorney General, the Director of the FBI, as well as supervisors and street
agents of the FBI, Drug Enforcenent Adm nistration, and the Bureau of Al cohol, Tobacco, and Firearns, all
agree that this is one of the nost vital |aw enforcement tools devel oped. The Department, working with
O G has devel oped a systemto rapidly relocate a witness/fanily based upon requests of |aw enforcenent
and prosecutors, and still protect the identity and | ocation of the w tness.

Since its inception in February 1994, O G has participated in affecting the arrests of over
18, 000 persons committing a wide range of crinmes in and around publicly funded residential comunities.
Over 2,500 search warrants have been served, resulting in the seizure of over $39 million in drugs and
$7 mllion in drug-related cash. A total of over 2,600 firearnms have been seized in publicly assisted
housi ng, including assault guns and shotguns. However, the nore significant acconplishment is nore
intangible. It is the enhancenent of the quality of life for residents, allowing thema greater sense of
peace in their hones.

6. HOUSI NG FRAUD | NI TI ATI VE

In fiscal year 1998, Congress authorized $9,000 thousand for an initiative to investigate, in
conjunction with the FBI, possible fraud in all HUD s programs. The funding was provided to hire
additional investigators and auditors, and establish a conputer systemto provide information/analytic
support for them An additional $9,000 thousand was appropriated for this initiative in fiscal year

1999. In consultation with the FBI, we have established Housing Fraud Initiative task forces in six
Federal judicial districts: the Eastern District of New York, the District of Maryland, the District of
Col unbia, the Eastern District of Illinois, the Central District of California, and the Northern District

of Texas. These task forces undertake conprehensive assessnments of HUD programvul nerabilities with the
goal of maxim zing fraud prosecutions within their respective judicial districts.

7. OFFI CE OF MANAGEMENT AND POLI CY

a. Enploynment and Responsibilities

The O fice of Managenent and Policy (OVAP) provides O Ga de administrative support in areas
such as budget and financial managenment, personnel managenent, enployee training, internal policy
devel opment, ADP and automated of fice support services, and records nmanagenent.

b. Workl oad

OVAP wi Il continue to be the O G focal point for streamnining operations, and devel opi ng
O G policies and procedures, particularly in the personnel area. OMAP is also responsible for the OG
qual ity assurance program which assesses O Gn de conpliance with professional audit and investigative
standards. The program as currently designed, calls for three to four areas to be eval uated each year
so that each district is evaluated once every 3 years.

As part of an overall effort to inprove m ssion performance, OVAP has taken the lead in
identifying a need to reengineer the flow of information throughout our organi zation by automating the
O G wor kfl ow process. Automation enabl es users to have greater access to information within each
conmponent office, as well as have information to share across the organi zati on. W subsequently
identified and purchased a Commercial Of-The-Shelf (COTS) software package that could be configured to
meet the organi zational needs as an investigations tool and as an audit tool. Because sensitive data
managed by an entity not under the direct authority of the O G could potentially be conprom sed, the O G
had to reexamne its own role in regard to informati on managenent as well as its ongoing relationship
with the HUD OFfice of Information Technology (O T). Wen HUD OT stated it was unable to expend the
resources necessary to neet O G s network and security requirenents, we concluded we would have to set up
and operate our own secure network. Qur strategy to neet the need for an independent secure network
resulted in a decision to enploy the Seat Managenent Program devel oped by the Federal Technol ogy Service
(FTS) of the General Services Administration (GSA).

The O G has al so contracted with the Bureau of Public Debt (BPD) for personnel and
procurenent services. CQutsourcing these functions has allowed the OGto inprove its mnission performance
whi | e remai ni ng i ndependent fromthe Department. One of the primary advantages of outsourcing is that
the O G does not have to conpete with other offices for linted Departnental resources in these areas.
Thus, we are able to devote resources to priority issues and needs inmediately. The O G maintains a core
staff of experts in personnel and procurenment to devel op policy and provide contract oversi ght of BPD s
per f or mance.
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