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SUBJECT: Credit Watch/Termination Thresholds








This Mortgagee Letter announces the thresholds HUD will use for round “3” of the Credit Watch/Termination assessments.  During these assessments, HUD/FHA compares the performance of loans originated by every mortgagee branch in each of HUD's 81 field office jurisdictions against the average within that jurisdiction.





Round “3” will be based on defaults (90 day or more delinquencies) and claims paid as of September 30, 1999, on loans endorsed for insurance during the 24 months ending September 30, 1999.  The procedures for placing mortgagees in Credit Watch status and terminating Origination Approval Agreements are spelled out in Mortgagee-Letter 99-15.





TERMINATION:  For this round, HUD will consider terminating the Agreement for any mortgagee whose default and claim rate exceeds both the national rate and 300% of the field office rate.





CREDIT WATCH:  For this round, HUD will consider placing on Credit Watch any mortgagee whose default and claim rate exceeds both the national rate and 200% of the field office rate.





If you have any questions about this process, please contact the Quality Assurance Division at 202-708-2830.








						Sincerely yours,











						William C. Apgar


						Assistant Secretary for Housing-


  Federal Housing Commissioner








