UNITED STATES OF AMERICA
DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT
OFFICE OF ADMINISTRATIVE LAW JUDGES

In tbe Matter of
TWYLA N. CORDRY! HUDALJ 89-1366-DB(LDP)

Respondent

€0 28 es 4% Be s& 8% 8% @

Twyla N.

William G.

Joseph James, and

dministrative Law Judge

INITIAL DETERMINATION

Statement of the Case

This proceeding arose as a result of an appeal by the
Respondent of a limited denial of participation ("LDP") issued
by the Kansas City Office of the Department of Housing and Urban
Development ("HUD" or "Department"). By letter dated March 24,
1989, Respondent was denied participation in the Department's
insured housing programs in the states of Iowa, Kansas, Missouri,
and Nebraska for a period of one year from that date. After
two conferences with HUD Kansas City officials, the action was
affirmed on May 30, 1989. The Respondent appealed the action by
letter dated June 22, 1989. Subsequently, the parties agreed to
waive an oral hearing and proceed on the written record. The
parties also agreed that the sole issue for my consideration is
the appropriateness of the sanction. This matter being ripe for
decision, I now make the following findings of fact and
conclusions based upon the record submitted:



Findings of Fact

On March 21, 1938, Respondent submitted an zpplication

to HUD's Kansas City GCffice to become a HUD- approvad loan
correspondent doing business as Ozark Home %ort;age, Sunrise
2each, Missouri. ("Ozark") Respondent's application listed
herself as President and sole officer of Ozark. Under HUD
regulations, a loan co:resyondent is "an institution that
originates and closes ioans for sale to its sponsorl or
sponsors.” 24 C.F.R. Sec. 203.5 (a) A loan correspondent must
also process and cl-~2 all loans in its own namsz unless it has
direct indorsement a2utnorization.2 Id. HUD regulations also
set forth a procedure by which HUD approves lozn correspondents.
As part of the applicaticn nrocess, the ap“chdnt must satisfy
HUD that it has sufficie . assets and lines of credit. 24 C.F.R.
Sec. 203.5 {(b) Respondent®s application was initially
incomplete. At HUD's reguest and in order to complete the
application, PRespondent submitted a financial statement on March
30, 1asgg.

By letter dated April 18, 1988, the HUD Kansas City Office
required Respondent to submit evidence cf the value of office
furniture she claimed as assets on the financial statement. On
April “1, 1988, Respondent spoke with J. Carol Heard, Mortgage
Credit Loan Specialist in the office. During the conversation
Heard discussed the contents of the April 18th letter and
confirmed that Respondent was not
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ot, as of that date, aporoved as
a loan corresupondent. (prtfidavit of J. Carol tHe=ard, Memo of J.
Carol HFeard, dated April 21, 1%8&) Respondent naver 5L‘m1tt94
the information requasted in the letter of April 18, 1988 and
HUD never approved b :r application.

Bzoween April 18, 1988 and March 15, 1989, Ozark coriginated
sixteen 1oans which it transferred to Countrywide. Two cother
loans were originated by Ozark and transferred prior to April 18,
1988. OCzark's origination activities Iincluded taking the
applications, preparing credit packages, and forwarding the files
to Countrywide for underwriting and subseguent closing. (Memo
from William Heyman, Directer, Cffice of Lender Activities and
Land Sales Rzgistration to Gerald Simpscon, Regional
Administrator, Kansas Cilty Regilonal Office, dated Marcn 13, 1989)

1 The sponsor was v be Countrywide runding Zorporation
CL Pasadsna, California. Countrywide agreed to fund ail loans
originated and closed by Ozark which 1t committed itself to
purchase. (Countrywide letter to Ozarx Mortgage, February 4,
1988)

2 Dir ct indorsement lenders may issue HUD mortgage
commitments without prior HUD approval. Nelither of the parties
claims that’thls exception is applicable to this case.
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Conclusion and Order

Upon consideration of the entire record in this matter, I
conclude and determine that the Limited Denial of Participation
of Twyla N. Cordry is supported by adequate evidence. 1I also
conclude that its duration of one year is appropriate to protect
the public fisc and is in the public interest. Accordingly, it
is

ORDERED that the appeal of the Limited Denial of Participation
dated March 24, 1989, is hereby dismissed.

W\ gl C- Cop -

William C. Cregar 95
dge

Administrative Law
Dated: September 8, 1989



