Board of Contract Appeals
U.S. Department of Housing and Urban Development
Washington, D.C. 20410-00G1

In the Matter of:

JIMMIE DALLAS, SR., : HUDBCA No. 91-5922-Ds4d
Docket No. 91-~1681-DB

s

Respondent

. »e

For the Respondent:

W. A. Kimbrough, Jr., Esqg.

Turner, Onderdonk, Kimbrough
& Howell, P.A.

1359 Dauphin Street

Mobile, Alabama 36604

For the Government:
John K. Grisso, Esq.
HUD Atlanta Regional Office
75 Spring Street, S.W., Room 676
Atlanta, Georgia 30303-3388

CRDER OF DISMISSAL

In accordance with 24 C.F.R. §26.24(d), a bench descision was
issued in this case on January 27, 1992. A copy ©f the
transcribed bench decision is enclosed. Respondent was notified
at the hearing that the time t0 reguest Secretarial Review would
begin to run from receipt of this Order and a transcribved copy of
the bench decision.

This case 1s dismissed as decided.

CRDERED this 27th day of January, 1992.

Jean S. ooper
&:/'Admlnlst3§§3ve J ge
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AFTERNOCN SESSION

CETERMINATION

Statement of tThe Case

By letter dated Aprii 25, 1391, Jimmie
Dalias, Sr., Respondent in this cas=, was
not1f¥ied that the United states Department of
Housing and Urban Development (HUD) proposed to
debar him and his affiliates Trom participation
in departﬁenta] programs for a period of five
yvears from the date of a Limited Denial of
Participation (LDFP) "mposed on April 25, 1388G.
Dallas and his affiliates werertemporar11y
suspended pending determination of debarment.
The affiliates named in the notice of proposed
debarment were Medical Community, Inc. (MCC),
Cemmunity Convalescent Center {(CCC), and DBS
Management Company, Inc.

The grounds cited for the proposed debarment
ccncerned Dallas’ actions as President of MCC and
PBS Management, MCC was the owner of Community
Ccnvalescent Center (CCC) 1n Mobile, Alabama,

which was a nursing home with a mortgage insured

by HUD-FHA under Section 232 of the National

Housing Act; CBS Management was the on-site

management agent of CCC. Callas 1is charged as a
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pcrincipal of botn MCC and DBS Manzagement with
wrongfully paying for legal services related to
project develcocpment and & bankruptcocy
reorganization of MCC by using project funds of
CCC, in violation of the Regulatory Agreement
between HUD and MCC; and Tor refﬁsing to
reimburse the project fund account when directed
tc do so by HUD. Dallas is further charged with
refusing ﬁo replace DBS Management as management
agent fcor CCC, and for continuing to perscnally
manage CCC after he was under the strictures of
an LDP, 1in violation of the terms of the
Regulatory Agreement between HUD and MCC, and the
express terms of the LDP. HUD cites 24 C.F.R.
Sections 305(b), (c)(2), (d), and (f) as causes
for the proposed debarment, and 24 C.F.R. 405
(a)(2) as cause for the temporary suspension. i
Respondent Dallas denies that he
committed willful or egregious violations of the
Regulatory Agreement between MCC and HUD, or of
the Management Agreement applicable to DBS
Management, and thus contends that a five vyear
debarment is excessive, He denies all charges of

intentional contractual viclations, contending

that he did not understand the obligaticns of the
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FRegulatcry Agreement or Management Agreement, and
thus was unaware that he was in violation of
them. He further states that he violated the
terms of the LDP by continuing to manage CCC
because he could not afford to hire a management
agent.

Dallas made a timely request for a
hearing on the proposed debarment and suspension.
This determinatior is based on the record
established at the hearing, and it is 1issued, by
agreement of the parties, as a bench decision

pursuant to 24 C.f.R., Section 26.24(d).
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EINDINGS OF FACT

1. On December 13, 1988, Dallas
executed & Regulatory Agreement incident to
receipt by MCC of a meritgage insured by HUD-FHA
for $3,690,400 under Section 232 of the Nationai
Housing Act. Dailas executed the Regulatory
Agreement as President of MCC, a cliosely held
Alabama corporation formed 1in 1970. Dalilas was
also the méjority shareholder of MCC. The
purpose of the HUD-insured mortgage was to
consolidate the debts of MCC, then in bankruptcy
reorganization, so that it could satisfy a
construction loan and operate the CCC, a nursing
home. (Exh. G-2, Testimony of Mr. Dallas.)

2. on June 6, 1888, Dallas also
executed a Management Certification Agreement to
HUD as President of DBS Management Company. DBS
was approved by HUD as management agent for CCC,
and Dalias was the cn-site manager of CCC. The
Management Certification states that DBS agrees
to "assure that all project expenses are
reasonable in amount and necessary to the
operation of the prcocject.” DBS further agreed 1in
the Management Certification to comply with the

project’s Reguliatory Agreement, and “"any
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policy directives that relate to the management
of the projects. (Exh. G-28).

3. When Dallas executed the Regulatcry
Agreement and The Management Certification
Agreement, he hac not read them. Furthermore, he
did nect read tnem through at any time to
determine the contractual obltigations of either
MCC cor DBS'Management. Dallas attended no
training or informational sessions conducted by
HUC to understand the compliex obligations of
financial management and reporting that were
central to compliance with the Regulatory
Agreement and Management Agreement. HUD
apparently gave the applicable handbook and
training to | Harrell, the CPA who would be
preparing the bcocks and records of CCC, not to
Dallas. Dallas reguested neither £training nor
the - regquisite expianatory handbook for his own
guidance, although he was the project manager.
He believed that so long as MCC remained current
on its mortgage payments 1t was in fuill
compliance with the Regulatory Agreement. He
pelieved that so long as DBS Management was able

te run the CCC day-to-day, that 1t was in
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compliance with its Management Certification.
Dallas believed that all of the income recelved
from patients of CCC was 1ncome of MCC, and was
nct in any way controlled by the terms of the
Regulatory Agresement. (Testimony of Mr. Callas.)
4, The c¢closing for the constructicn
lean used to build CCC was schedulied for February
14, 1980. The law firm of Sirote, Permute
representéd MCC at various times, and MCC owed
the iaw firm in excess <cf thirty thousand dollars
($30,000) for legal services unrelated 1o
cperation of CCC. In September 198%, a Mr.
Slepian of the firm demanded from Dallas that MCC
pay the firm 1ts legal fees or it would not
represent MCC at the locanrn closing, Dallas, on
benalf of MCC, agreed in writing to pay Sirote,
Permute ten thousand dolltars ($10,000C) 1in
September 1983 and an additional seventeen
thousand, five hundred (%$17,500) starting in
March 13830. On September 29, 19832, Dallas wrote
a check for ten thousand dollars ($10,000) to
Sirote, Permute, using CCC operating project
income to cover the check. He did not cbtain
HUD’s permissicon to write the check before he did

so. (Answer to Cocmpliaint; testimony of Mr.
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Dallas; Exh G-4.)

5. Dallas was unaware that the tTen
thousand dollars (310,000) he paid to Sirote,
Permute was not allowed %fto be paid using project
operating income. The monies received from
patients at the nursing home constitute project
cperating income. Paragraph 8(b) of the
Regulatory Agreesment provides that MCC as owner
of CCC, the project, could not, without the prior
written approval cof the Secretary of RHUD:

"...pay out any fund except from

surplus cash, except for reasonable
operating expenses and necessary

repatrs. (Exh G-2.)
6. The Reguiatory Agreement defines
most of the relevant terms it uses. "Project” 1is

defined to inciude the mortgaged property and
"all 1ts other assets of whatsoever nature, used
in or owned by the business conducted on said
mortgaged property.” "Surplus cash”™ is defined
to be the cash remaining after the payment of all
mortgage sums currently due, the deposit of
regquired reserves, all other current financial
obligations of the project, and the segregation
of reguired special funds and tenant security
deposits. Surplus cash 1s computed twice a

fiscal year, in June and January. (Exh. G-2;
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Testimony of Raiph Ruggs. )

7. The <en thousand dollars ($10,000)
paid Lty Dalias to sirote, Permute was not from
surpglus cash. The payment was made wusing
operating project funds derived from payments
from the patients at CCC. The payment by Dallas
was recorded on the Schedule of Disbursements 1n
the Monthly Accounting Report filed with HUD on
September‘BO, 1989. The ten thousand dgllars
{$10,000) covered legal fees for representation
of MCC in Bankruptcy Court, and for other work
incident toc corporate and operatioconal costs of
MCC. None of the legal fees were for coperating
expenses of CCC. (Exhs. G-4; G-9.)

8. By letter dated dJanuary 16, 1990, R
B Chicf of HUD's Loan Management Branch,
asked Dallas for cltarification of payment cf the
ten thousand dollars ($10,000) toc the law firm.
HUD stated in that letter that, "This appears to
be an expense of tLhe owner and should not be paid
by the project. Provide evidence to show that
the project has been reimbursed ten thousand
dolliars ($10,000)." (Exh. G-5.)

9. On February 23, 1980, HUD received

Dallas’ response to its January 18, 1890, letter.
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In that response, Dallas wrote that The check TO
the law firm “"was feor legal fees for Community
Convalescent Center ang not for personal legal
expensas of Mr. Dallas.” Dallas apparentiy did
not understand that ths owner referrec to 1n the
January 16 letter from HUD was MCC, and not
Dallas personalliy. (Exh. G-6.)

10. ©Cn February 23, 1930, I
Lunsford,'Manager of the HUD Area OFffice in
Birmingham, wrote Dallas a memorandum letter
entitled "Notice of Regulatory Agreemsnt
Vvioiations."” At Page 2 of that document, 1t
stLates the reguirementis of Paragraph 6(b} of the
Regulatory Agreement, and charges that improper
payment of ten thcusand doilars ($10,000) to the
law firm was made in violation of Paragraph 6(b)
in Septembper 1988, because the payment was not

for an coperating expense of the project, but was

in the nature of a development cost, which is no
payable from project operating income. Dallas,
on tehalf of MCC, was ordered to cease making an
payments in vioclation of the Regulatary
Agreement. He was also cordered, within 30 days,
to provide satisfactory evidence to HUD that al)l

cited viclations of the Regulatory Agreement had

t

Y
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bean corrected. {Exh. G=-7.} On March 6, 1290,
Dallas sent a written response to HUD on other
issues raised in the February 23, 1320 NotfLice of
Regulatory Viclations, but stated tnat the law
firm 1tself would respond to HUD to shocw that the
rten thousand dgllars ($10,000; was Tor operating
expenses of the project. (Exh. G-8.}

11, On March 7, 1990, the law firm, by
then renamed E & Fermute, P.C., sent & letter to
Lunsford at HUD, describing the legzl service for
which 1t was paid the tTen thousand dollars
($10,000). Joseph P. Jones, Jr., the attorney
from the law firm that wrote the March 7 letter,
apparentiy misunderstood HUD’s concern with the
payment to the firm of ten thousand doliars
($10,000) from project income, Jones somehow
understood that HUD believed the legal work had
been performed for individual officers of MCC,
nct the corporation itself. There is no
indication that Jones’ response was written based
cn his familiarity with the Regulatory Agreement,
Management Agreement, or relevant HUD handbook.
Nonetheless, I find that Jones' response to HUD
establishes that the ten thousand dollars

($10,000) payment was for legal services related
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Tosing con the construction lcan,
reprasentation of MCC 1n Bankruptcy Court,

construction development costs rejated to CCC,

and corpeorate administration servicss To MCC.
None were Tor cperating cosis of CCC. {Exn.
G-S.;

2. On March 12,1930, I rvartin of

HUD sent a second letter to Dallas asking for
clarification and/or correction of numerous
payments made or received by CCC or MCC. Martin
states in his letter to Dallas that the legal
fees in the amount of seventeen thcousand, five
hundred dollars ($17,500) was payable to Sirote,
FPermute, pursuant tc the fee payment agreement
between MCC and the law firm, is a deveiopment
expense and could nct be paid out of the project
cperating account. Martin directed that Dallas
provide evidence to HUD that the seventeen
thousand, five hundred dollars ($17,500) had been
reimbursed tc the project cperating account. The
additiconal seventeen thousand, five hundred
dolltar (%17,500) payment from MCC Lo the Taw firm
was made on Decémber 14, 1982, and was Jisted on
the January 31, 1990 Monthly Accounting Report

fited on tehalf of the project with HUD. (Exh.
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i, By letter dated March 2g&, 19390, trom
B | c7orc to Daltas, as President cf
MCOC, YD declared MCOC 1n default on tne

Recuiatory Agreement, and directed MCC to

fe

tarminate the existing management coniract wW1ilTh
DES witnin 30 cays. He also directed Dailas to
contact HUD to arrange for a meeting to
coordinaté a smoocth management transition.
Lunsford stated that the payments of ten tnousand
cdoltlars ($10,000) and seventeen thousand, fTive
hundred dollars ($17,500) to Sirote, Permute and
failure to reimburse those paymenis to the
project cperating account constituted the
Regulatory Agreement default, as originally
outlined in the viclations notice letter of
February 23, 1990, from tunsford to Dalias.
{Exh,. G-11.)

14. On Apri1l 11, 13990, LunsfTord received
a letter frovj I s:=wart. perscnal
attcocrney for Dallas. Stewart’s letter purports
to respond to the default action under the
Regulatory Agreement, but it in no way does so.
Rather, 1t recites a series of charges and events

that were irrelevant or ancitlary to the central
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defzuit, Stewart, like Jdones, shows no
tfam1iiarity with the terms and reguirements c~
the Keguiatory Agreement Tn his response. He

makes an ¢offer to HUD on behnalf of Dalias. To

en thousand doilar (s10,0C0)

<
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payment To sirote, Permute from “over foroy
thousand doliars (340,000.,00)" Toaned tc MCC pDv
Dalias since August 1988, (Exh. G-12.)

15. On April 12, 19§D, Lunstord
responded 1n writing to Stewart, making cliear wny
the payment of legal fees for development costs
could nhot be paid out of project operating funds.
Lunsford referenced specified HUD handbock
sections, and cited tLtwo case decisions to support
HUD s legal position. Lunsfeord further stated
that if reimbursement to the procject operating

account was not promptly made, HUD would pursue

appropriate administrative sancticns. (Exh. G-
13.)

16. Stewart responded to Lunsford 1in
writing on Aprilt 17, 1%980. He reiterated his

disagreement with HUD’s 1egal position that the
ten thousand dolltar ($10,000) payment to Sirote,
Permute was a "construction cost’, and also

reiterated the offset offer 1n conjunction with



[¢e]

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

loans mage by Dalias to MCC. STtTewart alsoc
regussted a copy of the HUD hanfbcocoxr maisriats
citss in Lunsford’s aprii 12 letter. LExn, G-
14

17. By letter dated Apri i 22, 14990,

1

=

Stewart again wrcocte LunsTord, Coisagrezing wiin
the deciaration of default of the FRegulatory

Agreement by HUD, and guestioning wny HUD

rejected Dailas’ "offset” offer as urnaliowabie
under the terms cf the Reguiatcry aAgreement. e
further stated that Dailas would not put in pDiace

a new management agent a2t CCC pecause The expense
of "ocutside management’ would sink the project
financially. Stewart’s Jetter states that
Dallas’® intent to refuse to comply with any of
HUD s directives concerning elither reimbursement
of improperly distributed project funds, or
replacement ¢f the management agent. {Exh. G-
15.)

t8. Lunsford had apparently directed the
replacement of DBS as the management agent of CCC
as early as January 17, 19390, based on a letter
that of that date, to Dallas which refers to
management failures of DBS. The “"deadline” set

by Lunsford in that Tetter for replacement of DBS



o

12

13

14

15

16

17

18

19

20

21

22

23

24

25

S

datec January 25, 13%0, and alisoc sent Lalias
copliez of the required R#UD forms for obtaining
HUD approval of Ltne rnew management zZgent. The
Ruggs’ tetter was &a follow-up toc a mesting heic
on Janwary 18, 139C, with Dallas, and his two
partrers in CBS, M ccrret: anc Il smith:
the Board members cof CCC, and three HUD
offictals, including Ruggs. Ruggs agescribed the

January 18, 19%C, meetirng as a catastrophe.
Dallas, Bennett and Smith were fighting so much
among themse]yes that tnhe HUD officials were
unable to present their seriocus concerns about
management problems at CCC., Dallas resisted all
of HUD's explanaticns and suggestions at that
meeting, according to Ruggs, questiconing HUD's
right to examine the books and records cof the
project, and contesting HUD’s right to cemand a
replacement of the management agent. Dallas
apparently believed that his ownership role in
MCC was threatened, which 1t was not, and also
refuseg to "give up’ management to Smith and

Bennett. Bernnett was strongly in favor of
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llas was 1ncocmpetent. Lallas had apparently

beer marnaging CCC alone and had froczen cut
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January 25 Tollow-ugp Tetter, Ruggs hac one
moere ccntact, by telephone, with Cailss, because
Dallas nad Tailed o submit the reqguired papers
for HUD approval ¢f a new management agent to
ace DéS, and Dallas continued to guestion
HUD's legal adthority to direct the replacement
of management. {Exhs. G-18, G-17, G-18, G-21;
Testimony ¢f | Russs .)

12. Dallas sent a letter dated Apri1l g,
1930, to Lunsford, claiming that "acceptable
management team”, called "Consulting Group and
Management Consistent Team”™ was in place at CCC.
In that letter, Dallas stated what the new
management team was doing, but did not name any
of the management perscnnel, and did not fi1te any
of the reguired approval Torms for the allieged
new management. In fact, Dallas was continuing
to manage CCC, and had hired a company called
King and Associates to assist him by putting in a
computer system. [Exhs. G-19, G-25: Testimcny of

Dallas.)
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r cated Acrii 2%, 199G,
Lunstford impossec ar LDOP on Daltias anac DBS, as his
atfiiiate. The LGP Torbade Callas tTo participate
in ary program a2dministered by the HUD Assistant
gecretary‘of Housing for one vear., Datlas did
not recuest an informal conference, 23 was his
right, and the LDP went 1nto effect 1mmediately
for its full Term. {Exn. G-27; Admissions of
Respondenﬁ.}

14, Dallas continued to meanage CCC,
notwithstanding the LDP, after April 25, 1890.
Payments to a "CCC Management” were reflected on
Monthly Accounting Reports filed with HUD.

Dallas states that he did not cash any of those
checks, and later "returned”™ them to HUD. No
documentary evidence was presented of the return
of the checks or ¢of the fact that they were not
cashed. It is unciear how King and Associates
was being paid, i1if King and Asscociates was, 1in
fact, assisting Dallas at that time in management
of CCC. {Exh. G-23; G-25; Testimony of Mr.
Dallas.)

15. Sometime 1n September 199C, Dallas
was removed from the cperation of CCC and MCC =zas

an officer and director, but continued to hold an
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equaiized share 1n the ownersnip of MCC. His
removal was accomplishec 1n part by an action of
the U. 38, Bankruptcy Court and 1n part by a
stockholders’ action. At present, Dallas 1s
forbidden to pltay any rcle in the management of
CCC ©or MCC. DBS 13 detunct. (Agresd Statement
of Counsel:; Testimony of Mr, Dallas.)

16. During the period from December 1888
to at 1ea§t Apriil 1990, MCC was current ocn its
mortgage payments, Alsc, CCC was apparently
ocperating satisfactoriiy as a nursing home,
noctwithstanding HUD’ s numerous concerns about its
financial management, {Testimony of Mr. Dallas;
Testimony of | Rvoss.)

17. Default 15 defined at Paragraph
13{h) of the Regulatory Agreement to cccur when a
viclation of the Regulatory Agreement “is not
corrected to the Secretary of HUD’s satisfaction
within the time allowed by the Agreement after

"

written notice. Pallas had never read the
Regulatory Agreement and was unaware that the
term “default”™ in the Regulatcry Agreement
referred tc matters much broader than timely

payment of mortgage obligations. Likewise, under

Paragraph 11 of the Regulatory Agreement, the
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Secretary, or nis designee, may deciare a default
cf the Agreement 1f there has nct been correction
of violations of the Agreement witnin 30 days
after written notification of such vigciations.
The official written notification c¢f violation 1n
this case was dated February 23, 1930, and when
no correctiorn was made with 30 days, a dsfault
was declared on March 2&, 1880, in accordance
with tThe réqu1rements of the Reguiatory
Agreement. (Exhs. G-2, G-7, G-11.)

18. Paragraph 8 of the Regulatory
Agreement provides that any managemsnt contract
entered into by the owners, shall contain a
provisiaon that, in the event of default, the
management contract shall be subject to
termination upon written reguest by HUD, on
behalf of the Secretary. Upon such request:

..Owners shall immediately arrange
to terminate the contract within a
pericd of not more than thirty (30)
days and shall make arrangements
satigfaqtory to the Secretary for
continuing proper management of the
preject.” (Exh. G-2.)

19. In the Management Certificaticn, at
Paragraph 7, Dallas con benailf of DBS, agreed that

HUD representatives had the right to inspect any

project records and reccocrds of the owner and
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agent. Paragranh 8 of the Management Agreement
Certification states that HUD has the right to
terminate the Agreement for DBS’ failure tc
comply with the provisions of the Certification,
thirty (30) days after EUD mails writien notice
of its desire to terminate the Managemaent
Agreement, Paragraph 3 of the Management
Certification Agreement states that the owner
muUst submit a new Management Certification Tc RUD
before it undertakes self management or permitls a
new agent to cperate the project and/or collect a
fee. (Exh, G-24.)

20. On April 25, 139391, the Assistant
Secretary for Housing proposed that Dallas be
debarred for 5 years from April 2%, 1990, and

that he be immediately suspended.
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Discussion

The purpose of debarment 1s to assure

the Government that it ocnly need do business wilth

respcnsibie participants. 24 C.F.R., Section
24 .115{4A). Dallas 1s a participant and a
principal, as defined at 24 C.F.R., Section

24.1C5(m) and {(p) because he was'an cwher and
director of a participant in a covered
transactioh, which was the operation ¢f a nursing
home with a mortgaage insured by HUD. Therefore,
he 1s subject to debarment and suspension, 1f the
record merits imposition of a sanction.

Cebarment is not to be imposed as a
punishment, but rather to protect the public and
the Government’s interest, Even.if cause for
debarment is established, it is not required that
a debarment be imposed. Rather, all mitigating
factors must be considered and weighed against
the seriousness of the acts or cmissicns cited as
the cause for the proposed debarment (24 C.F.R.
Section 24.115(b) and (d). The test for
debarment is present responsibility, although a
finding of present lack of responsibility may be
based on past acts. Responsibility 1s a term of

art, referring to the ability to perform a
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contract acceptably, and aliso to the honesty and
integrity of the participant or principal.

HUD ¢c1tes 24 C.F.R. Section 24.305(by,

—
o

icy (23, (g} and (f) as causes for tne progosead

.F

o

ve-vear debarment of Dailas. A Tive-vear
debarment for causes cther than those reiated to
Subpart F of Part 24, which 18 not germane to
this case, is reserved for sericous and egregious
circumstances that warrant a debarment of more
than three years, which 1s generally considerec
to be the appropriate maximum sanction. 24
C.F.R., Section 24.320(a)(1).

HUD has proven by a preponderance of the
evidence that Dallas, 1in his capacities as
President of MCC and DBS Management, s0o seriousiy
violated the terms of two public agreements,
Regulatory Agreement and the Management
Certificaticon Agreement, that those vioclations
affected the integrity of HUD programs. Dallas
violated Paragraph 6(b} of the Regulatory
Agreement, and compounded that violation by
refusing te correct 1t, acknowledge 1it, or even
read the Agreement 1tself to see what was
required by 1t. His failure to perform became a

history cof failure to perform, growing ever more
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egregligous and irraticrnal as time passed, and he
stonewalled every HUD attempt to focus him on the
contractual cobligations he had assumed on benaif
of MCC and DBS. Although Dallas did not
criginally intenticnally violate the Regulatory
Agresement or Management Certification Agreement,
when he made the iritial ten thousand doilar
($10,000) payment To Sirote, Permute using
preject funds, he had a duty to know the
contractual reguirements ne had assumed as a
corpecrate and a partnership principal. It has
been shocking and disturbing that Dalias has
steadfastly refused to familiarize himself with
the obligations outlined in those documents,
executed by him. He did not read them before
signing, he did not read them after, and sven at
his hearing choeose to remain “"deaf, dumb and
blind” to clear definitions and requirements.

HUD made no requests or demands that were noct
fully 1n accordance with the two agréements. Had
Dallas ever read them, he would have known that.
A participant and principal! who enters 1intc a
contractual relationship with the Government
without at any time familiarizing himself with

the written obligations of those contracts, is so
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lacking 1n rescons-bility that it boggies the
mind. Dailas 1s not an uneducated man. But he

made a conscious decisicn from 1988 to the

[1§]

present to remain ignorant of any of the

-

chbiigations he assumed on behalf of MCC cr DBS.

oy

He 1s a serijous risk as a participant 1n Federal
programs.

Tc make matters all the worse, Dallas then
continued to participate in HUD programs, sub
rosa, by continuing Lo manage CCC after he was
LDP’ed. Government sanctions are to be
scrupulousiy obeyed, not evaded, not ignored, not
stonewal lad. It 1s immaterial that CCC could not
"afford” the three percent (3%} management fee
for outside management, 1if indeed that was so.
HUD had the contractual right to direct
replacement of DBS, the right to approve its
replacement, and the right above all, to khow who
was managina the project. Dallas placed himself
above his contractuaf obligations, above his
statutory obtigations, and above his obligations
as a participant in Government programs by his
astonishing display of stubbornness, self-imposed
ignorance, and absolute lack of responsibility.

Dallas’' record of conduct since 1880 has
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beern abysmal. He contends tThat he r=2lied, 1in
part, on legal advice. He clearly received
absoliutely uninfermed, i1ncorrect, 1ndeed
unprotessional acdvice from at least two attorneys
whe consulted neither the contractual documents
nor tne applicabtle handbgoks or regulations
before giving what passed for legal advice.

However, had Dalias read what he signed,
and even hé]f—hearted]y tried to understand the
obligaticons he assumed on behalf of MCC and DBS,
I believe that he would not be in the mess he 1s
in today. Had he shown the legal instruments to
the attorneys in gquestion, who are net current
counrsel in this case, he may have received more
reliablie legal advice.

A participant in Government programs may not
chocse to remain ignorant, may nct choose to
refuse to hear, to refuse to Jearn, to refuse to
respond to legitimate reguests, and still be

allowed the pravilege of participation in

Government programs. Lallas’ acts and omissions
do indeed constitute sericus causes for debarment
under 24 C.F.R., Section 24.305(b), (c){2) and
{(f). tikewise, there was adequate evidence on

which HUD based the temporary suspension puJrsuant
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to 24 C.F.R., Secticon 24.405(&a)(2;.

As Dallas’ Counsel has poitnted cut,
Dalias relied at least 1n part upon professional
iegal advice. He argues that this factor, alone,
should merit a periocd of Time of
years debarment. I find this factor cof some
mitigation but not enough to reduce tne propcsed
pericd of debarment substantially. I have rarely
encounterea a more recalcitrant participant I1n
cver 14 years as a Judge, nor one who so
adamantly refused, even at his hearing, to
acknowledge his most basic obligations as a
Government contractor. Indeed, his attitude was
so obdurate that it counterweighs against what
may have otherwise been a mitigating factor in
considering how long a debarment 1is necessary to
protect the public interest.

I find that five vears from April 25, 1990,
for Dallas to be removed from participation 1in
public programs is in no way overlong, punitive,
or inappropriate because he is at this juncture a
distinct threat to the public interest were he to
be inveolved in any Government contracts. He
simply doesn’t believe it necessary to read the

contracts that he signs. Although this debarment
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1s Timited to HUD, and 1s not posed Governmenti-
wide, 1t 1is 1indeed appalling tc consider the
prospect of another Government agency doling
business with an irdividual who steacfastiy
refusec Lo accept or acknowledge the simpie
concept of the duty toc pertorm contractual
obligations freely assumed. Mr. Dailas may nct
be a dishonest man, but he poses as much risk as
a man who is.

Cebarment 1s a prospective sanction.
Credit will be given for the period that Dalilas
has been LDP’ed and suspended. I find 1t to bte
in the public 1nterest that he be debarred from
this date up to April 25, 1985, He presentivy has
no affiliates, as that term is defined, and this
debarment applies to Jimmie Dallas, Sr. only, not
tc Medical Community Cijfnic, Inc., Community

Convalescent Center Management Company

{ Administrative Judge

N

//jggn S. Cooper





