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MEMORANDUM FOR: Edward J. Hinsberger, Director, Chicago Multifamily Hub

FROM: DdeL. Chouteau, Digtrict Ingpector Generd for Audit, Midwest

SUBJECT: Mayfair Manor
Multifamily Equity Skimming
Indianapalis, Indiana

The United States Attorney’ s Office in Indiangpolis, Indiana has executed a Settlement
Agreement and Stipulation of Dismissal with prgjudice in the maiter of United States v. John
Batle etal. John Bartle was the genera partner of Mayfair Limited Partnership, owner of Mayfair
Manor, a HUD-insured nursing homein Indianapalis, Indiana. The partnership defaulted on its
HUD-insured mortgage in May, 1992. HUD subsequently sold the project at foreclosure in
1996.

The Settlement Agreement requires the project owner to pay the United States alump
sum cash payment of $150,000. In addition, HUD may, if appropriate, suspend or debar the
seitling parties.

The Settlement resulted from acivil complaint filed by the United States Attorney’ s office
to recoup double damages for unauthorized use and unsupported expenditures of project funds.
At the request of the United States Attorney’s office, OIG determined the amount of funds
received by the owner subsequent to the default on its mortgage, and whether the owner used the
funds in accordance with the HUD Regulatory Agreement and HUD' s regulations and
requirements governing multifamily properties.

The complaint dleged that, while in default, the owner received |ease payments from the
nursing home operator approximating $361,000 but spent only $31,000 for reasonable operating
expenses and necessary repairs. The nuraing home ceased operationsin September, 1993. The
project owner refused HUD’ s demand to turn over the net cash, and instead continued to spend



project funds for expenses and repairs on the project, even though it was no longer operationd.
These expenditures continued until 1996 when HUD finaly sold the project at foreclosure. One
of thelegd theories included in the complaint was that the expenditure of project funds
subsequent to the termination of its operation, could not be construed as necessary or reasonable
operating expenses.

Inview of severd problematic facts, including the lengthy ddlay in getting to foreclosure,
and the court’ s finding that nothing in the Regulatory Agreement prohibited otherwise permissible
expenditures once the nursing home had closed down, the settlement negotiations were
successfully pursued.

If you have any questions regarding this matter, please fed freeto cal me at 312-353-
7832.
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Appendix A

Distribution

Secretary's Representative, Midwest (2)
Senior Community Builder, Indiana State Office
Director of Chicago Multifamily Hub, 1linois State Office (2)
Deputy Secretary, SD (Room 10100)
Chief of Staff, S (Room 10000)
Specid Assstant to the Deputy Secretary for Project Management, SD (Room 10100)
Assgtant Secretary for Adminigtration, A (Room 10110)
Assgtant Secretary for Congressond and Intergovernmenta Relations, J (Room 10120)
Senior Advisor to the Secretary, Office of Public Affairs, W (Room 10132)
Director of Scheduling and Advance, AL (Room 10158)
Counsdlor to the Secretary, S (Room 10234)
Deputy Chief of Staff, S (Room 10226)
Deputy Chief of Staff for Operations, S (Room 10226)
Deputy Chief of Staff for Programs and Policy, S (Room 10226)
Deputy Assistant Secretary for Public Affairs, W (Room 10222)
Specia Assgtant for Inter-Faith Community Outreach, S (Room 10222)
Executive Officer for Administrative Operations and Management, S (Room 10220)
Senior Advisor to the Secretary for Pine Ridge Project, W (Room 10216)
Genera Counsdl, C (Room 10214)
Director of Federal Housing Enterprise Oversight, O (9" Floor Mailroom)
Assgant Secretary for Housing/Federal Housing Commissioner, H (Room 9100)
Office of Policy Development and Research, R (Room 8100)
Assgant Secretary for Community Planning and Development, D (Room 7100)
Executive Vice President, Government Nationd Mortgage Association, T (Room 6100)
Assgant Secretary for Fair Housing and Equa Opportunity, E (Room 5100)
Chief Procurement Officer, N (Room 5184)
Assgant Secretary for Public and Indian Housing, P (Room 4100)
Chief Information Officer, Q (Room 3152)
Director of Departmental Operations and Coordination, | (Room 2124)
Chief Financid Officer, F (Room 2202)
Director of Enforcement Center, V (200 Portas Building)
Director of Red Edtate Assessment Center, X (1280 Maryland Avenue, SW,
Suite 800)
Director of Multifamily Assstance Restructuring, Y (4000 Portas Building)
Assigtant Deputy Secretary for Field Policy and Management, SDF (Room 7108)
Deputy Chief Financid Officer for Finance, FF (Room 2202)
Director of Budget, FO (Room 3270)
Audit Liaison Officer, 3AH (2)
Comptroller/Audit Liaison Officer, Office of Housng, FM (Room 2206) (2)
Acquigtions Librarian, Library, AS (Room 8141)
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Appendix A

Deputy Staff Director, Counsdl, Subcommittee of Crimind Justice, Drug Policy & Human
Resources, B 373 Rayburn House Office Building, Washington DC 20515

The Honorable Fred Thompson, Chairman, Committee on Governmental Affairs, 340
Dirksen Senate Office Building, United States Senate, Washington DC 20510

The Honorable Joseph Lieberman, Ranking Member, Committee on Governmenta Affairs,
706 Hart Senate Office Building, United States Senate, Washington DC 20510

Honorable Dan Burton, Chairman, Committee on Government Reform, 2185 Rayburn
Building, United States House of Representatives, Washington DC 20515

Henry A. Waxman, Ranking Member, Committee on Government Reform, 2204 Rayburn
Building, United States House of Representatives, Washington DC 20515

Ms. Cindy Foglemen, Subcommittee on Oversight and Investigations, Room 212, O'Neil
House Office Building, Washington DC 20515

Director, Housing and Community Development Issue Area, United States Generd
Accounting Office, 441 G Street N.W., Room 2474, Washington DC 20548 (Attention:
Judy England-Joseph)

Steve Redburn, Chief, Housing Branch, Office of Management and Budget, 725 17" Street,
N.W., Room 9226, New Executive Office Building, Washington DC 20503
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