
January 6, 2009
MORTGAGEE LETTER 2009-01
TO:

ALL APPROVED MORTGAGEES

SUBJECT:  
ANNUAL RENEWAL OF FHA APPROVAL
The purpose of this Mortgagee Letter is to reflect revised HUD policy regarding Departmental action in cases where mortgagees or lenders fail to meet annual renewal of FHA approval requirements and to update the relevant Handbook provisions.  In order to maintain its status as an FHA-approved mortgagee, a mortgagee is required, among other things, to timely file annual audited financial statements that meet the requirements of the Secretary, sign and submit a yearly verification report and pay an annual fee for its main and registered branch offices.  
The Department considers the timely annual renewal of FHA approval requirements to be critical to its ability to adequately monitor and assess the condition of the mortgagee and determine if the mortgagee poses a risk to the Department, its programs or the public.  A mortgagee’s failure to renew its FHA-approval in a timely manner has caused significant expenditures of staff time and office resources.  Moreover, many mortgagees have repeatedly failed to comply with the Department’s filing deadlines.  Thus, in order to bring more mortgagees into compliance with the Department’s statutory and regulatory mandates, the Department is rescinding paragraph 4-9 of HUD Handbook 4060.1, REV-2.  Through final rule published on October 10, 2008, HUD revised its Mortgagee Review Board regulations.  To prevent potential conflicts with the revised regulations, HUD is now removing this paragraph from the Handbook.  Accordingly, any failure of a mortgagee or a lender to comply with annual renewal of FHA-approval requirements may be referred to the Mortgagee Review Board for its consideration as provided for in 24 C.F.R. Part 25.   
In the past, if a mortgagee failed to meet one or more of these annual renewal requirements, the Department would send that mortgagee a Notice of Violation and the mortgagee was permitted to rectify the violation and enter into a settlement agreement with the Department that required the mortgagee to pay a $1,000 fee.  This process was explained in HUD Handbook 4060.1, REV-2, paragraph 4-9.  The Department will no longer permit mortgagees to settle the matter prior to consideration by the Mortgagee Review Board.  The mortgagee may, however, cure the violation, which will be taken into account by the Mortgagee Review Board when it considers the matter.  
Mortgagees must now appeal the Notice of Violation in accordance with the regulations at 24 C.F.R. Part 25 and the matter will be considered by the Mortgagee Review Board.  The Mortgagee Review Board may, among other things, impose penalties and/or withdraw the mortgagee’s FHA-approval or permit the Department to enter into a settlement agreement.  The sanctions available to the Mortgagee Review Board may be found at 24 C.F.R. § 25.5.  If a mortgagee’s FHA-approval is terminated, that mortgagee may not reapply for FHA approval until 12 months after the effective date of their termination.  
The provisions within this Mortgagee Letter are effective immediately.  All other FHA guidelines and requirements not superceded by this Mortgagee Letter remain in effect.

If you have any questions regarding this Mortgagee Letter, please call FHA’s Resource Center at 1-800-CALL-FHA (1-800-225-5342).  Persons with hearing or speech impairments may access this number via TDD/TTY by calling 1-877-TDD-2HUD (1-877-833-2483).  



Sincerely,




Brian D. Montgomery




Assistant Secretary for Housing-




   Federal Housing Commissioner


