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§1735f-11. Review of mortgagee performance
and authority to terminate

(a) Periodic review of mortgagee performance

To reduce losses in connection with single
family mortgage insurance programs under this
chapter, at least once a year the Secretary shall
review the rate of early defaults and claims for
insured single family mortgages originated or
underwritten by each mortgagee.

(b) Comparison with other mortgagees

For each mortgagee, the Secretary shall com-
pare the rate of early defaults and claims for in-
sured single family mortgage loans originated or
underwritten by the mortgagee in an area with
the rate of early defaults and claims for other
mortgagees originating or underwriting insured
single family mortgage loans in the area. For
purposes of this section, the term ‘‘area’ means
each geographic area in which the mortgagee is
authorized by the Secretary to originate insured
single family mortgages.

(¢) Termination of mortgagee origination ap-
proval

(1) Notwithstanding section 1708(c) of this
title, the Secretary may terminate the approval
of a mortgagee to originate or underwrite single
family mortgages if the Secretary determines
that the mortgage loans originated or under-
written by the mortgagee present an unaccept-
able risk to the insurance funds. The determina-
tion shall be based on the comparison required
under subsection (b) and shall be made in ac-
cordance with regulations of the Secretary. The
Secretary may rely on existing regulations pub-
lished before this section takes effect.

(2) The Secretary shall give a mortgagee at
least 60 days prior written notice of any termi-
nation under this subsection. The termination
shall take effect at the end of the notice period,
unless the Secretary withdraws the termination
notice or extends the notice period. If requested
in writing by the mortgagee within 30 days of
the date of the notice, the mortgagee shall be
entitled to an informal conference with the offi-
cial authorized to issue termination notices on
behalf of the Secretary (or a designee of that of-
ficial). At the informal conference, the mortga-
gee may present for consideration specific fac-
tors that it believes were beyond its control and
that caused the excessive default and claim rate.

(June 27, 1934, ch. 847, title V, §533, as added Pub.
L. 100-242, title IV, §407(b), Feb. 5, 1988, 101 Stat.
1902; amended Pub. L. 107-73, title II, §209, Nov.
26, 2001, 115 Stat. 675.)

AMENDMENTS

2001—Pub. L. 107-73 amended section catchline and
text generally. Prior to amendment, text read as fol-
lows:

‘‘(a) To reduce losses in connection with mortgage in-
surance programs under this chapter, the Secretary
shall review, at least once a year, the rate of early seri-
ous defaults and claims involving mortgagees approved
under this chapter. On the basis of this review, the Sec-
retary shall notify each mortgagee which, as deter-
mined by the Secretary, had a rate of early serious de-
faults and claims during the preceding year which was
higher than the normal rate for the geographic area or
areas in which that mortgagee does business. In the no-
tification, the Secretary shall require each mortgagee
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to submit a report, within a time determined by the
Secretary, containing the mortgagee’s (1) explanation
for the above normal rate of early serious defaults and
claims; (2) plan for corrective action, if applicable, both
with regard to (A) mortgages in default; and (B) its
mortgage-processing system in general; and (3) a time-
frame within which this corrective action will be begun
and completed. If the Secretary does not agree with
this timeframe or plan, a mutually agreeable time-
frame and plan will be determined.

‘“(b) Failure of the mortgagee to submit a report re-
quired under subsection (a) of this section within the
time determined by the Secretary or to commence or
complete the plan for corrective action within the
timeframe agreed upon by the Secretary may be cause
for suspension of the mortgagee from participation in
programs under this chapter.”

§1735f-12. Assurance of adequate processing of
applications for loan and mortgage insur-
ance

(a) State offices

In order to ensure the adequate processing of
applications for insurance of loans and mort-
gages under this chapter, the Secretary shall
maintain not less than one office in each State
to carry out the provisions of this chapter.

(b) Expedited procedure for RTC properties

To assist the Resolution Trust Corporation in
disposing of the property to which it acquires
title and to ensure the timely processing of ap-
plications for insurance of loans and mortgages
under this chapter that will be used to purchase
multifamily residential property from the Reso-
lution Trust Corporation, the Secretary shall es-
tablish an expedited procedure for considering
such applications.

(June 27, 1934, ch. 847, title V, §534, as added Pub.
L. 100-242, title IV, §418, Feb. 5, 1988, 101 Stat.
1912; amended Pub. L. 102-550, title V, §512(a),
Oct. 28, 1992, 106 Stat. 3786.)

AMENDMENTS

1992—Pub. L. 102-550 designated existing provisions as
subsec. (a), inserted heading, and added subsec. (b).

REGULATIONS

Pub. L. 102-550, title V, §512(b), Oct. 28, 1992, 106 Stat.
3786, provided that: ‘“The procedure referred to in the
amendment made by subsection (a) [amending this sec-
tion] shall be established through interim and final reg-
ulations issued by the Secretary. The Secretary shall
issue interim regulations implementing the procedure
not later than the expiration of the 90-day period begin-
ning on the date of the enactment of this Act [Oct. 28,
1992], which shall be effective upon issuance. The Sec-
retary shall issue final regulations after notice and op-
portunity for public comment pursuant to the provi-
sions of section 553 of title 5, United States Code (not-
withstanding subsections (a)(2), (b)(B), and (d)(3) of
such section).”

§1735f-13. Prohibition of requirement of mini-
mum principal loan amount

A mortgagee or lender may not require, as a
condition of providing a loan insured under this
chapter or secured by a mortgage insured under
this chapter, that the principal amount of the
loan exceed a minimum amount established by
the mortgagee or lender.

(June 27, 1934, ch. 847, title V, §535, as added Pub.

L. 100-242, title IV, §419(a), Feb. 5, 1988, 101 Stat.
1913.)
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