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UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF COLUMBIA

UNITED STATES OF AMERICA
Plaintiff,
V. Civil Action No. 15-613RBW)

QUICKEN LOANS INC,

~— e N O —

Defendant.

)

CORRECTED MEMORANDUM OPINION !

Thegovernmentnitiatedthis action against Quicken Loans IfQuicken”) pursuant to
the False Claims Act, 31 U.S.C. 8§ 3729-3733 (20@@mplaint (Compl.”) 1 1 allegingthat,
between September 1, 2007, and December 31, 2011, Quicken “knowingly approved loans that
violated FHA [Fair Housing Act] rules while falsely certifying compliance wlithse rules,id.,
which permitted Quicken “to profit from these loans, even if borrowers defaultedion the
mortgages, while placing all of thesk’ on the federal government, §l2. Currently before the
Court is Quicken Loans Inc.’s Renewed Motion to Transfer this Action to the Unéatas St
District Court for the Eastern District of MichigarDg@f.’s Mot.”). After careful consideration
of the parties’ submissions, the Court concludes that it grast Quickerfs motion and transfer

this case to th&nited States District Court for the Eastern District aEiilgan?

! This Corrected Memorandum Opinion corremigor typographical errors appearing in the original Memorandum
Opinion issued on November 14, 2016. The substance of the opinion remdiasget:

2In addition tothe filings already identified, the Court considered the following submissiorendering its

decision: (1)Quicken LoansMemorandunin Support of its Renewed Motion to Transfer this Action to the United
States District Court for the Eastern District of MichigalD€f.’s Mem.”); (2) theUnited States’ Memorandum of
Points and Authorities in Opposition to Quicken Loans’ Renewed Motionaesiar (“Gov't Opp’n”) and(3) the
ReplyMemorandum in Support of Quicken Loans’ Renewed Motion to Transfer ¢hisnXo the United States
District Court for the Eastern District of Michigan (“Def.’s Reply”).
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l. BACKGROUND

In April 2012, the government initiated an investigation into Quicken’s origination and
underwriting of single family residential mortgages insured by the.F&8v't Opp’n, Exhibit
(“Ex.”) 1 (Declaration of Christopher Reimer of May 14, 2015 (“Reimer Dgc1.'§. After
unsuccessful settlement negotiations,gbeernment informed Quicken on March 30, 2015, that
it intended to file thisuitduring the week of April 20, 2015, id. § 10, and this action was filed
on April 23, 2015seeCompl.

On April 17, 2015, six days prior to the filing of the Complaint in this matter, Quicken
filed an AdministrativeProcedureAct (“APA”) claim against thgovernment in the United
States District Court for the Eastern District of Michig&ov't Opp’n, Ex. 3 (Complaint
(“APA Compl.”)) at 1. On April 29, 2015, Quicken filed in this matter a Motion to Stay or
Transfer in Light of a FirsFiled Action Pending in the Eastern District of Michigan. Defendant
Quicken Loans Inc.’s Motion to Stay or Transfer in Light of a First-Filedoh Pending in the
Eastern District of Michigan (“Def.’s Mot. to Stay or Transfer”), ECF BloOn May 29, 2015,
this Courtstayedhe proceedings in this capending the resolution of the government’s motion
to dismisghe MichiganAPA case seeOrder, ECF No. 18, and thAPA case washereafter

dismissed wittprejudice on December 31, 2016eQuicken Loans Inc. v. United States, 152 F.

Supp. 3d 938, 955 (E.D. Mich. 2015ppealdocketed, No. 16-1250 (6th Cir. March 2, 2016).

On January 19, 2016, the Court denied without prejudice Quicken’s Motion to Stay or
Transfer, With permission to file a revised motion seeking such relief that reflects these
developments in the Eastern District of Michigan.” Minute Order, Jan. 19, ZDi&ebruary
19, 2016, Quickefiled its Renewed Motion to Transfer this Action to the United States District

Court for the Eastern District of MichigariDef.’s Mot. at 1.



. STANDARD OF REVIEW
28 U.S.C. § 1404(a) provides that, “[flive convenience of parties and witnesses, in the
interest of justice, a district court may transfer any civil action to any oisteictior division
where it might have been brought or to any district or division to which all parties ha
consented. 28 U.SC. § 1404(a) (2012). The decision ttartsfer a case is discretionary, and a
district court must conduct “an individualized, ‘factually analytical, dasease determination

of convenience and fairness.New Hope Power Co. v. U.S. Army Corps of Eng’rs, 724 F.

Supp. 90, 94 (D.D.C. 2010) (quoting SEC v. Savoy Indus. Inc., 587 F.2d 1149, 1154 (D.C. Cir.

1978)).
As a threshold matter,dastrict court must determine that the proposed transferee court is

located “in a district where the action ‘might have been brought.” Fed. Housing géncs v.

First Tenn. Nat'l Bank, 856 F. Supp. 2d 186, 190 (D.D.C. 2012) (Walton, J.). If so, then a

district court

considers both the private interests of the parties and the public interests of the
courts[.] The private interest considerations include: (1) the plaintiffs’ erafic
forum, unless the balance of convenience is strongly in favor defleadants; (2)

the defendants’ choice of forum; (3) whether the claim arose elsewherbg(4) t
convenience of the parties; (5) the convenience of the witnesses . . . , but only to
the extent that the witnesses may actually be unavailable for trial of dmefora;

and (6) the ease of access to sources of probé public interest considerations
include: (1) the transferee’s familiarity with the governing laws; (2) tlaive
congestion of the calendars of the potential transferee and transfettsr and (3)

the local interest in deciding local controversies at home.

Shapiro, Lifschitz & Schram, P.C. v. Hazard, 24 F. Supp. 2d 66, 71 (D.D.C. 1998) (citation

omitted).
[l ANALYSIS
There is no dispute that the current action could have been brougatiagtern District

of Michigan, £e31 U.S.C. 8732(a) (stating that the government may file a False Claims Act



suit in any district in which the defendant “can be found, resides, transacts husimessghich
any act poscribed by [8] 3729 occurred”); accordingly, the Court turns to an analysis of the
private and public interest factors.
A. The Private Interest Factors

1. The Parties’ Choice of Forumand Where the Claims Arose

Generally, the party moving for a transfer of venue “bedrsaay burden of establishing
that[the] plaintiffs’ choice of forum isnappropriate” because the plaintiff's choicdafumis

entitled to substantial deferenc€hayer/Patricof Educ. Funding,lLC. v. Pryor Res.Inc., 196

F. Supp. 2d 21, 31 (D.D.C. 2002) (citations and internal quotation marks omifted).
deference, however “is ‘greatly diminished when the activities have iitday, connection with

the chosen forum.”McClamrock v. Eli Lilly & Co, 267 F. Supp. 2d 33, 36 (D.D.C. 2003)

(Walton, J.)internal citation omitted)

Quicken argues that the District of Columbia’s connection to this case istenrstidds
and the government’s choice of forum should be accorded no deference. Def.’s Meifo at 8.
the extent that Quicken’s endorsement of FHA loans and submission of insuramsetalthe
government were processed by the government in the District, Quicken notbgsleat
documents were submitted electrotiicand processed automaticallg, at 9 (citing Compl.
1940, 93-95, 8), and “[t]hus the automated processing by the FHA'’s electronic systeates
no significant connection for purposes of § 4&)," id. at 3-10. Furthermore, Quicken argues
that the Eastern District of Michigan is the more appropriate venue becauskeiQuoans is
incorporated in Michigan; has its headquarters in the Eastern District oigsliighransacts
business in the Eastern District of Michigan; and underwrote, endorsed, afiedcen loans in

guestion in the Eastern District of Michigand. at 7. According to Quicken, “all of the facts



that the United States alleges gave rise to its claims occurred in Michigaading: the
underwriting of the loans in question; the alleged false certifications that tieedomplied with
FHA guidelnes; the allegedly false annual certifications of FHA compliance; the appfoval o
exceptions to lending guidelines; the alleged “value appeals” to obtain inffgieisals; the
alleged manipulation and miscalculation of borrower income; the compensation of the
underwritersthe alleged manipulation of borrower data; the alleged failure to performyqualit
control and report compliance failures to FHA; and the writing of numerous eandils
documents cited in the Complairit. at 12-13 (citing Compl. 1 103-201).

The government responds that it chose to file this matter in the District of Colunebia du
to the “intimate involvement of FHA and HUD [United States Department of HoasiddJrban
Developmentemployees and officials in this district.” Gov't @p at 11. According to the
governmentthe clains arose in this federaligtrict, not in the Eastern District dichigan,
because “the most significant events occurred-h@mely, false statements made by Quicken
Loans to HUD and FHA personnel in the District of Columbilal’at 26. The government
argues that the allegedly false certifications made by Quickemelhas the FHA loan payments
that followed from those certifications, were submitted and processed thraigmsy
administered by FHA staff in this districld. at 13-15. Moreover, the government claims that
its policies for underwriting and endorsing FHA loans, including the loans at issue, wer
generated and revieweg government officials in this iBtrict. Id. at 16-19. Furthermore,lie
governmenargueghat Quicken’s preferred venue should be afforded no weight because
Quicken “engaged in improper forum shopping by filing its preemptive actidnat 26.

According to the government, thkiled [Michigan] suit, and the delay and inconvenience that it



caused, should be treated by the [C]ourt as a factor that weighs against a dfathsfeaction’.
Id.

The Court concludes that the government’s choice of fanuims matter is entitled to
little deference because therarsinsubstantialexus between thRistrict of Columbia and the
factual circumstances underlying the governmdrdlse Claims Act allegains. SeeNew Hope
Power Co., 724 F. Supp. 2t195. The only connection with the District of Columbia is that
FHA andother government employees in thistdct received the allegedly false statements and
claims made by Quken, which were submitted and processed through systems administered by
FHA staff in this district Gov’'t Opp’n at 11-26. The Court haieviously rejected such
arguments, explaining that “[m]ere involvement . . . on the part of federal agemcsesne

fedeaal officials who are located in Washington, D.C. is not determinative of whether th

plaintiffs’ choice of forum [in the District of Columbia] receives deferéhdeed. Housing Fin.

Agency, 856 F. Supp. 2d at 192he government’s receipt and processanghe documents

relies upon as grounds for this case being adjudicated in the District of Columbiastipmatt

the government’s positiomather,the most significant events underlying the claims outlined in
the Complaint occurred in the Easterstict of Michigan, where the relevant decisions were
made to approve and underwrite the loans at isSeeCompl.{{ 98-108. Althougtthe
government is correct thatatithored the applicable FHA policies and guidelines raoéived
Quicken’s FHAsubmissiongn the District through systems monitored by employees located in
the District, it is doubtful that thissuance of such policies or the receifpsuch submissions

will be the main focus of the dispute; rather, it is the decigimaauicken erployeesmadein

the Eastern District of Michigan thate at issuén this False Claims Act matteGee

McClamrock 267 F. Supp. at 38 (concluding that the plaintiff had not demonstratethbow



conduct of government officials would be relevant to proving his claims, and thus tisene wa
reason for the action to remain in the District of ColumbARgcordingly, because “the majority
of the events that give rise to the claim” took place in the Eastern District of Michigs

factor weighs in favor of transfeGeeS. Utah Wilderness All. v. Lewis, 845 F. Supp. 2d 231,

236 (D.D.C. 2012).

TheCourt disagrees with the government that Quicken’s failed preemptive stantgar
denial of its motion to transfeiSeeGov’'t Opp’n at 6. Thecases cited by the government in
support ofthis contentionseeid. at 6-8, are distinguishabkom the facts in this matteasall
buttwo of thosecasesnvolvedparallel preemptive suits that were still ongoing at the time the
motions to transfevernue were deniedthus,the parties that filed the preemptive suits would
have been rewarded for themrlia-filed preemptive suitef their motions for transfer had been

granted SeeEEOC v. Univ. of Pa., 850 F.2d 969, 976—77 (3d Cir. 1988) {implthat a district

courtin the Eastern District of Pennsylvania did not abuse its discretion by faloigmiss a
secondfiled action pursuant to the firéited rule given “the totality of the circumstances,
specifically that[t]he timing of the [irst-filed action] in the District of Columbia indicates an
attempt to preempt an imminent subpoena enforcement in the Eastern District ghReimnead’s;

Spanx, Inc. v. Times Three Clothier, LLRo. 1:13-ev—710-WSD, 2013 WL 5636684, at *1, 4

(N.D. Ga. 2013jgranting the defndant’s motion to transfer to the Southern District of New
York a declaratory judgment action that the plaintiff filed in the Northern DistriGeorgia
before the defendant filed its patent infringement action in the Southern Doétetv York
becase the plaintiff's choice of forum for her “anticipatory” action was not edtitbeany

deferencg Michael Miller Fabrics, LLC v. Studio Imports Ltd., No. 12 CV 3858(KMW)(JLC),

2012 WL 2065294, at *1, 5, 7 (S.D.N.Y. 2012) (granting the plaintiff's motion for an injunction



to restain the defendant from prosecuting its declaratory judgment action filed Sotltbern
District of Florida becauselie declaratory judgment actigrasanticipatorily filed in response
to a notice letter frorfthe plaintiff]”). In one of the other caseited by the government

Research Automation, Inc. v. Schraderdgeport Int’l, Inc, 626 F.3d 973 (7th Cir. 2010),

neither party filed a preemptive suit at all; rather, the parties “filed mimage lawsuits in two
different district courts, each ahaing the other had breached their contradtl”at 975. Finally,

in the last case cited by the governmédwmont USA Ltd. v. American Home Assurance Co.,

No. CV-09-333LQ, 2009 WL 1764517 (E.D. Wash. 2009), the court’s principal reason for
denying transfeof venuewas the transferee cotgtlack of personal jurisdiction over one of the
deferdants, not the preemptive actio8ee idat*5-6 (noting that neither of the two 8§ 1404(a)
requirements-the convenience of the parties ahd fact that the matter could have been
brought in the transferee forum—had been met, “given the lack of jurisdiction over [one of the
plaintiffs] in New York courts”). lre the parallel preemptive suit has already been dismissed,

seeQuicken Loans In¢.152 F. Supp. 3d at 955, and thus is not a factor in this Candlgsis

regarding the balance of convenience. Accordingly, the locatibere the claims arose
outweighs the government’s choice of forand therefore weighs favor of transferring tis
caseto this Eastern District oMichigan.

2. The Convenience of the Partieand Witnessesand the Ease of Access to
Sources of Proof

Quicken argues that the Eastern District of Michigan is the more conveovient f
because all of th®uickenemployees identified in the Complaint, “nearly all” of the rest of
Quicken employeesho may be called as witnessagad all of Quicken’s loan files and other
relevant documentsye located thereDef.’s Mem. at 14. According to Quicken, althowsgime

government witnesses may be located in the District of Colymthiars may be located at



HUD’s Homeownership Centers in Pennsylvania, California, Colorado, and Gelolgih 14-
15. Quickeralsoargues that the ngmarty witnesses, such as the appraised borrowers, “are
far more likely to be located near Detroit than D.@QJ" at 1718.

The government responds thiag¢ District of Columbia is the most converti@rum for
the United States because nearly all of its witnesses are located in the OiStaktrobia.
Gov't Opp’'n at 27. The government agrees thatHUD Homeownership €nter employees
may appear as witnessest botes that the Philadelphiameavnership Center, which is
responsible for Quicken’s principal lending region, is much closer to the Dat@olumbia
than to the Eastern District of Michigan, and thus this District would be more conviemient
those witnessedd. at 21. As for non-party withesse$id government argues that because
Quicken “is a national mortgage lender with a broad national reach,” this chsealle
witnesses “such as borrowers, appraisers, and other persons relevanfitolspesi from
across the nation, and the Eastern District of Michigan will not be more convenibose
witnesses than this Districtd. at 36-31. Finally, the government claims that because
Quicken’s files “are nearly all electronic,” this factor is less importanabse electronic
documents can easily Beansported’to this District. Id. at 32.

Because a number of parties and witnesséss dispute are located in both this District
and the Eastern District of Michigaand the majority if not all of thdocuments are electronic

the Court concludes that thesetors areneutral. SeeThayer/Patricof Educ. Funding, L.L.C.,

196 F. Supp. 2d at 36 (stating that “the location of documents, given modern technology, is less

important in determining the convenience of the parties”); Shapiro, Lifschizh&a®, P.C., 24

F. Supp. 2d at 72 (concluding th#hé ‘convenience of the parties’ factoresaot favor either

side—both would face significant inconvenience if the case were tried in the cogripetint’).



B. Public Interest Factors
Because the partiegyree that the first public interest factor, the transferee’s familiarity
with the governing law, is neutraeeDef.’s Mem. at 23; Gov't Opp’n at 34ge alsd-ed.

Housing Fin. Agency, 856 F. Supp. 2d at 194 (“[A]ll federal courts are presumed to be equally

familiar with the law governing federal statutory claimstig Court need only assess the

following two public interest factorsgeShapiro, Lifschitz & Schram, P.C., 24 F. Supp. 2d at 71

(listing the public interest factofer a courtto consider under 8§ 1404(a)).
1. The Relative Congestion of the Transferee and Transferor Courts
“In this District, potential speed of resolution is examined by comparing thamedi

filing times to disposition in the courts at issueFéd. Housing Fin. Agency, 856 F. Supp. 2d at

194 (quoting Spaeth v. Mich. State Univ. CofiLaw, 845 F. Supp. 2d 48, 60 (D.D.C. 2012)).

According to the latest statistics concerning federal judicial caseloadsgethan filingto-
disposition period in this District was 8.0 months, compared to 11.7 months in the Eastern
District of Michigan. U.S. District CourtsCombined Civil and Criminal Federal Court
Management Statistieg 2, 40 (June 30, 201&vyailable ahttp://www.uscourts.gov/statistics/
table/na/federatourtmanagemenstatistics/2016/06/3Q. Thusthe relative congestion of the
Eastern District of Michigameighs against transfer to that court, “but not by niuGee, e.qg.

Fed. Housing Fin. Agency, 856 F. Supp. 2d at 194 (concluding that a mediandiling-

disposition period of 7.2 months in the District of Columbia sligivdyghed against transfer to
the Southern District of New York, where filing-disposition periods ranged from 6.4 to 9.8

months).
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2. The Local Interest in Deciding Local Controversies at Home

Quicken argues that because the conduct at issue occutheddastrn District of
Michigan, that Dstrict “has a substantial interest in adjudicating a controversy that asyse th
and that concerns disputes between a large Michigan company and the federahgot/érn
Def.’s Mem. at 20 (footnote omitted). The government responds that this case Isqabt a
controversy at all, but “involves the issuance and endorsement of mortgages for ¢s @ueoss
the country that adversely affects taxpayers throughout the nation.” Gov't O@8n ¥thile
the Court greesthat the case has national implications, the Court also agite®uicken that
there is a stronger local interest in this matter in the Eastern District of Michibgare
“Quicken Loans underwrote the FHA loans at issue, endorsed those loaosrtdied its
compliance as to those loandef.’s Mem. at 4, 12—-13Accordingly, this factor weighs in
favor of Quicken.

CONCLUSION

The Court concludes that the balance of factors outlined in 8§ 1404(a) weighs in favor of
Quickernis position, andhereforethe Eastern District of Michigais the appropriate forum for
the adjudication of this case light of itsmore substantial nexus to the factual circumstances of
this case Although the convenience and governing law factors are neutral, arsditinee
congestion factor weighs slightly against transteg, garties’ choices of forum, where the claims
arose, and the local interest in deciding local controversies in the jurisdictioa thbg arose
weighin favor of transferring thisaseto the Eastern District oMichiganbecause the alleged
unlawful activityoccurred in or near Detroit. Accordingly, the Court grants Quicken’s motion to

transfer this case to the United States District Court for the Eastern Distriatiofih.
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SO ORDERED this 14h day ofNovembey 2016.

REGGIE B. WALTON
United States District Judge
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