CHAPTER 6
CHANGES SUBSEQUENT TO APPROVAL

6-1 Reporting Business Changes. A nortgagee is required to notify the
Department within a specified nunber of business days of any busi ness

change that affects its standing as an approved institution, or which changes
the information on which it was originally approved. Generally,

notification consists of a letter to FHA, signed by an executive officer of
the nmortgagee. Certain changes nmay require additional documentation

The notice must be sent or faxed to the Director, Lender Approval and
Recertification Division. Failure to notify HUD nay | ead to processing

del ays or sanctions by the Mrtgagee Revi ew Board

Type of ChangeDaysPar agr aph
Change of hone office location or tel ephone nunber106&#8209; 2
Change of branch office |ocation or tel ephone nunber 106&#8209; 3
Term nation of Principal- Authorized Agent Rel ationshi p106&#8209; 4
Term nation of Loan Correspondent -
Sponsor Agreenment 106&#8209; 5
Per mi ssion for Supervised Loan Correspondent to serviceWien Approva
Requi r ed6&#8209; 6
Change of Fiscal Year106&#8209; 7
Change of nanel06&#8209; 8
Changes to "Doi ng Busi ness As" ("dba") nanel06&#8209; 9
Loss of DE underwriterl| medi at e6&#8209; 10
Change of senior officer106&#8209; 11
Changes in a partnershipl medi at e6-12
Change of sharehol der, ownership, or control 1068#8209; 13
Changes in charter or Federal Taxpayer |D Nunber106&#8209; 14
Change in character of business (principal activity)106&#8209; 15
Conversion of nortgagee typeWen Approval Required6&#8209; 16
Type of ChangeDaysPar agr aph
Merger or consolidati onl06&#8209; 17
Sal e or acquisitionl06&#8209; 18
Term nation of Supervisi on106&#8209; 19
Termi nation of fidelity bond or E&O i nsurancel06&#8209; 20
Net Worth Defici ency306&#8209; 21
Li quid Assets Defici ency306&#8209; 22
Operating | 0ss306&#8209; 23
Bankruptcy or 1iquidation306&#8209; 24
Vol untary wit hdrawal n/ a6- 25
Al'l ot her business changes106&#8209; 26

6- 2 Change of Hone O fice Location or Tel ephone Nunber. The
Department maintains the foll owi ng addresses for the honme office of a
nor t gagee:

* Geographi ¢ Address, Address where the office is physically | ocated;

* Mailing Address, Address to which HUD correspondence is sent;

* Prem um Address, Address of the office to which premiuns are to be
billed;

* Payee Address, Address is used to nmmil Advice of Paynent letters;

* Conditional and Firm Conmmtnment (CHUVS) Address, Address HUD

will use to conduct business relating to applications for insurance; and
* Endor senment Address, Address to which the confirmation will be sent of
paynent of the éone-tinmed nortgage insurance premi um



A Address Changes. Mbdrtgagees update all of their addresses via their
FHA Connection account. However, they may not change the 6Statet part

of the Geographic Address of the hone office. |If an office has relocated to
a different State, the nortgagee nust subnit a request to the Lender

Approval and Recertification Division to update the address. A nortgagee
whose address in incorrect for delivery of its FHA Connection

Coordi nator A& registration information, should submt a request for
correction to the Lender Approval and Recertification Division

B. Tel ephone and Fax Nunbers and Email Address. Because FHA

often has a need to contact nortgagees by tel ephone or fax or by email, a
nortgagee nust update this information through the Lender Approva
functions of the FHA Connection. The nunbers are al so displayed on
searchable lists of FHA approved nortgagees on HUDAS web site.

6-3 Change of Branch O fice Location or Tel ephone Nunber.

A Wthin the Sane State. The nortgagee nmust update the addresses
for each branch through the Lender Approval functions under the FHA
Connecti on.

B. To Another State. A nortgagee cannot change the 6Stated part of

the Geographi c Address of a branch office. |If an office has relocated to a
different State, the nortgagee nmust subnmit a request to the Lender

Approval and Recertification Division to update the address.

6-4 Term nation of Principal-Authorized Agent Relationship. If a
Princi pal / Authori zed Agent relationship is termnated by either party, then
either party nust also ternminate the relationship in FHAA systens via the
Lender Approval functions under the FHA Connecti on

6-5 Term nation of Loan Correspondent-Sponsor Relationship. If a

| oan correspondent/sponsor relationship is termnated by either party, then
either party nust also ternminate the relationship in FHAA systens via the
Lender Approval functions under the FHA Connection. Because a |oan
correspondent nust have at | east one sponsor, loss of all sponsors is
grounds for FHA to withdraw the | oan correspondent's approval. In such
cases, the | oan correspondent has 30 days to establish a relationship with at
| east one new sponsor. |If the |oan correspondent fails to establish a new
Sponsor relationship, then its FHA approval will be w thdrawn.

6-6 Per m ssion for Supervised Loan Correspondent to Service. Upon
application to the Departnent, a supervised |oan correspondent may be

granted perm ssion to service its own FHA-insured nortgages. The
Oapplicationd consists of a letter to the Lender Approval and Recertification
Division. Generally, permissionis granted only when the nortgagee has
converted froma supervi sed nortgagee and has an outstanding portfolio of
FHA- i nsured nort gages.

6-7 Change of Fiscal Year. A nortgagee is allowed to change its fisca
year. The nortgagee nust submit a witten request to the Lender Approva
and Recertification Division. HUD may, at its discretion, require the
nortgagee to submit financial statements and a conputation of adjusted net
worth certified by its managenent. This requirenent depends on the |length
of time since the nortgagee |ast submitted audited financial statements to
the Departrment. Every period must eventually be audited. |In no case nay
nore than 18 nonths el apse between the dates of audited financia



st at enents.

6- 8 Change of Legal Name. For a change of nane, a nortgagee nust
submit the following to the Lender Approval and Recertification Division

A Accept abl e docunent ati on showi ng the nane change, such as:

* The amendnent to its articles of incorporation
* Resolution by the nortgagee's Board of Directors; and
* Charter anendment for a supervised institution.

B. When required by the State, evidence that the name change has been
accepted by the State in which the home office is | ocated.

6-9 Changes to 6Doi ng Busi ness As6 (dba) Nane. A nortgagees

nmakes changes to its 6doi ng business asd through the FHA Connection and
certify it has the appropriate approval to use the dba nane. Although a
nort gagee nmay have nore than one 6dba, 6 each hone or branch office is
[imted to one 6dbad nane in the FHA Connection. See paragraph 2-4,
regardi ng names including restricted words such as Onational 6 or
OFederal . 6

6- 10 Loss of Direct Endorsenment Underwiter. |[If a nortgagee with

Direct Endorsement (DE) authority loses its only DE underwiter, it nust

i medi ately obtain and register a qualified replacenent. Wthout a

regi stered DE underwiter, the nortgagee will be unable to underwite FHA
nortgages. |If it is unable to obtain and register a replacenent, then the
nort gagee nust either enter into a Principal-Authorized Agent relationship
or convert to |oan correspondent status. For Principal-Authorized Agents,
see chapter 5 Part B. For conversion, see paragraph 6 16

6- 11 Change of Senior Oficer. |If a nortgagee has an addition or
substitution of a principal, including but not limted to chairman of the
board, president, vice president, director, or LLC nenber, the nortgagee
must notify HUD of the change. A Residential Mrtgage Credit Report

nust be submitted on the new individual. A supervised nortgagee or
supervi sed | oan correspondent does not have to conply with the credit
report requirenent.

6-12 Change in a Partnership. |f a managi ng general partner withdraws
or is removed fromthe partnership, a new managi ng general partner nust

be substituted and the Departnent nust be i mmediately notified of the
change. The nortgagee nmust i medi ately notify the Departnment of any
amendments to the partnership agreenent that would affect the
partnership's actions under any of the nortgage i nsurance prograns. Newy
adnmtted partners nust agree to the nanagenent of the partnership by the
desi gnat ed managi ng general partner. Before a partnership is term nated
all FHA insured nortgages held by the partnership nmust be transferred to
an approved nortgagee.

6- 13 Change of Sharehol der, Omnership, or Control. Wenever an

i ndividual or entity, that previously owned | ess than 25 percent of voting
stock of a nortgagee, acquires voting stock resulting in ownership of 25
percent or nore, the nortgagee nmust notify HUD. A resunme and

Resi dential Mrtgage Credit Report nust be submitted on any such

i ndividual ; for a business entity, a comrercial credit report, or a Dun &
Bradstreet report, nust be submitted. |If a nortgagee's controlling



owner shi p changes, a new application and fee may be necessary. The

nort gagee shoul d contact the Lender Approval and Recertification Division
in advance to determ ne what will be required. A change of ownership or

control resulting froma nerger or consolidation is covered in paragraph

6 17, a change of ownership or control resulting fromacquisition of the

nortgagee is covered in paragraph 6 18.

6- 14 Change in Charter or Federal Taxpayer Identifying Nunber

A Change Resulting in New Federal Taxpayer ldentifying Nunber. I[f

a nortgagee reincorporates the approved institution, changes the
institution's charter, changes the State where the conpany is incorporated
or otherw se chartered, or conpletes any other change that results in the
company receiving a different Federal Taxpayer ldentifying Nunber, the
nortgagee is required to submt a new application for nortgagee approva
and pay the fee for a new nortgagee approval as specified in paragraph

2 7. If a new nortgagee identification nunber is issued, HUD will | eave
the ol d nortgagee identification nunber active for approximately 45 days
to allow conpl etion of processing of |oans in process under that
identification number. Wen a new nortgagee identification nunber is

i ssued, the nortgagee nust cease originating cases under the old nunber.

B. Change Not Resulting in Change of Federal Taxpayer Identifying
Nunber. |If the change does not result in a new Federal Taxpayer

I denti fying Nunber, then the nortgagee nust subnmt the following to the
Lender Approval and Recertification Division

1. Certification as to the nature of the conversion and that there has
been no change in the Federal Taxpayer ldentifying Nunber or depositor
i nsurance (in the case of a supervised nortgagee).

2. Certification that the institution will continue to conply with the
approval requirements of this Handbook

3. Certification that the newy chartered entity will continue to be
responsi ble for the assets and liabilities of the former institution. This
woul d i nclude any problens found subsequently by the Departnent in the
origination or servicing of any Title Il nortgages originated or serviced by
the institution prior to the adoption of the new charter

4. Copy of the new charter and a conpl ete description of the changes.
In lieu of the above, the nortgagee nust submit a new application for
nort gagee approval and pay the fee for a new nortgagee approval as
specified in paragraph 2 7

C. Speci al Cases. There may be instances where the Federal Taxpayer
I denti fying Nunber may not change, but the change in the business entity is
such that HUD may require a new application

6- 15 Change in Character of Business (Principal Activity). |If thereis a
change in the character of an approved non-supervi sed nortgagee's

busi ness such that it may no |l onger qualify under the &principal activityo
rule (see paragraph 2 27(D) or 2 29(C), as applicable and

244CFR4202. 7(a) or 202.8(a)(2), as applicable.), and this change in
character is permanent, it must withdraw fromthe program |f the change
is tenporary, it nmust notify the Departnent and provide to the Depart nent

a Corrective Action Plan detailing howit wll reestablish nortgage | ending



as its principal activity.

6- 16 Conversion of Mrtgagee Type. A nortgagee that converts its

status fromone type to another during its fiscal year nust continue to
comply with all annual recertification requirenments. To convert its

nort gagee type, a nortgagee nust conplete a new HUD form 11701,
Application for Approval, FHA Lender and/or G nnie Mae Mbdrtgage

Backed Securities |Issuer, and pay a non-refundabl e $300 conversion fee. A
nort gagee or | oan correspondent must denonstrate that it has adequate net
worth to nmeet the requirenments of the type of nortgagee to which it is
converting. The conversion application and its supporting docunentation
nust be sent the Director, Lender Approval and Recertification D vision
The non refundabl e $300 conversion fee nmust be mailed to HUD s | ock

box address shown in paragraph 2 7, together with its transmttal form

The nortgagee's 10 digit FHA identification nunber for its hone office
must be inserted in the neno section of the check and the transmittal form

A Supervi sed Mdrtgagee to Supervi sed Loan Correspondent. In this
type of conversion, the nortgagee nust submt:

* Transmittal letter, showing the nortgageeA |D nunber, nane, address
and nature of request;

* Copy of the check for the conversion fee and the transmttal form

* Sponsor Letter, in which the sponsor agrees to sponsor the supervised
| oan correspondent and purchase all FHA nortgages originated by the
supervi sed | oan correspondent and underwitten by the Sponsor; and

* Certification that all FHA-insured nortgages held or serviced has been
transferred to another FHA nortgagee that is approved to service

FHA-i nsured nortgages; or a request for permission to hold or service
FHA-i nsured nort gages.

B. Supervi sed Loan Correspondent to Supervised Mdrtgagee. |In this
type of conversion, the nortgagee nust submt:

* Transmittal letter, showing the nortgageeA |D nunber, nane, address
and nature of request;

* Copy of the check for the conversion fee and the transmttal form

* Evidence of errors and om ssions insurance for a mni mum of $300, 000;
and

* Evidence of a fidelity bond for a m ni mum of $300, 000.

C. Supervi sed Entity to Non-supervised Entity. |In this type of
conversion, the nortgagee nust submit:

* Transmittal letter, showing the nortgageeA |D nunber, nane, address
and nature of request;

* Copy of the check for the conversion fee and the transmttal form

* A new HUD form 11701, Application for Approval, FHA Lender and/or

G nni e Mae Mortgage-Backed Securities Issuer; and

* The same documentation as for a new application for approval with al
the required docunentation for that type of nortgagee

D. Non- supervi sed Mortgagee to Non-supervi sed Loan Correspondent.
In this type of conversion the nortgagee nust subnit:

* Transmittal letter, showing the nortgageeA |D nunber, nane, address
and nature of request;



* Copy of the check for the conversion fee and the transmttal form

* Sponsor |letter show ng evidence of an acceptabl e fundi ng agreenent; and
* Certification that all FHA-insured nortgages held or serviced has been

transferred to another FHA nortgagee that is approved to hold and service
FHA-i nsured nort gages.

E. Non- supervi sed Loan Correspondent to Non-supervi sed Mrtgagee.
In this type of conversion, the nortgagee nust submt:

* Transmittal letter, showing the nortgageeA |D nunber, nane, address

and nature of request;

* Copy of the check for the conversion fee and the transmttal form

* Copy of its nost recent audited financial statements and, if these are nore
than six months ol d, managenent certified financial statenents and

conmput ation of adjusted net worth. (see paragraph 3 2(A)(6);

* Evidence of an acceptable funding program (see paragraph 2 27.C

* Evidence of errors and om ssions insurance for a mnimum of $300, 000;

and

* Evidence of a fidelity bond for a mni numof $300, 000.

Once this conversion is approved, the nortgagee will no | onger have any
sponsors and needs to contact the appropriate Honeownership Center for

obt ai ni ng approval as a DE nortgagee if they wish to underwite single

fam ly | oans.

F. Conversion to Investing Mrtgagee. 1In this type of conversion, the
nort gagee nust submt:

* Transmittal letter, showing the nortgageeAs |D nunber, nane, address
and nature of request;

* Copy of the check for the conversion fee and the transmittal form

* A new HUD form 11701, Application for Approval, FHA Lender and/or

G nni e Mae Mortgage-Backed Securities Issuer

* Evidence that it neets the requirements specified in paragraph 2 30(B)
regarding | egal authority to purchase insured nortgages and availability of
fundi ng; and

* Certification that all servicing of FHA-insured nortgages has been
transferred to anot her approved FHA nortgagee that is approved to service
FHA-i nsured nort gages.

G Conversion fromlnvesting Mortgagee. In this type of conversion
the nortgagee nust submt:

* Transmittal letter, showing the nortgageeAs |D nunber, nane, address
and nature of request;

* Copy of the check for the conversion fee and the transmittal form

* Submt the same docunentation as for a new application for approva
with all the required docunentation for that type of nortgagee; and

* |f conversion is to a loan correspondent, certify that all FHA-insured
nort gages held or serviced have been transferred to anot her FHA
nortgagee that is approved to hold and service FHA-i nsured nortgages.

6- 17 Merger or Consolidation. Mergers can take a variety of forns.
A Two or More HUD/ FHA- Approved Mortgagees Merge.

1. Non-surviving Entity. The non-surviving entity nust:



a. Subnmit a letter signed by an executive officer informng the
Department that it is merging with another entity. The letter nust:

I ndi cat e which nortgagee will survive
* Provide the nortgagee identification nunbers for each nortgagee
i nvol ved;
* Provide the date the merger occurred or will occur; and
* Request termination of its approval

b. I f the non-surviving nortgagee was a Sponsor of FHA-approved
| oan correspondents, it nmust notify its | oan correspondents of its request for
term nati on.

C. Once the non-surviving entity ceases to exist or its approval is
term nated, whichever cones first:

* It may not accept any new applications for Title Il nortgages;

* It may no | onger purchase Title Il nortgages;

* 1t may no longer service Title Il nortgages; and

* It may no longer submit clains to the Departnent.

d VWhen t he non-surviving nortgagee holds a portfolio of Title |

nortgages, it nmust arrange to transfer the |loans to the surviving nortgagee
or some ot her approved FHA nortgagee approved to service FHA

nortgages. See paragraphs 6-17(A)(2)(e) and (f). There is a continued
obligation to pay insurance prenmiuns due and to neet all other obligations
associated with the insured nortgages.

2. Surviving Entity. The surviving entity mnust:

a. Subnmit a letter describing the merger and certifying that 1) any | oan
correspondents not continuing with sponsorship have been notified, 2) all

| oan correspondents of the non-surviving nortgagee will be sponsored by

the surviving nortgagee or 3) the non-surviving nortgagee was not the
sponsor of any | oan correspondents.

b. Submit a copy of the docunent which evidences the merger. A
supervi sed nortgagee, nust subnit a copy of the letter fromthe
supervisory authority which approved the nerger.

c. Subnmit a list identifying each of the non-surviving entity's branch
offices which will remain open under the auspices of the surviving entity,
and pay the branch office registration fee specified in paragraph 2 7.

d. Regi ster each of the non-surviving entity's |oan correspondents, if
any, that the surviving entity will continue to sponsor in the FHA
Connection. Sponsorship is not automatically transferred. Each of the
non-surviving entity's |oan correspondents, for which the surviving entity

wi Il not continue sponsorship, rmust be given 30 days witten notice by the
Sponsor .

e. If the surviving nortgagee acquires only a portion of the
non-surviving nortgagee's Title Il nortgages, one of the parties nust

submit a Mortgage Record Change transaction for each nortgage that will
not be acquired by the surviving nortgagee.



f. If the surviving nortgagee acquires all of the non-surviving
nortgagee's outstanding Title Il nortgages, it is not necessary to submt
Mort gage Record Changes. All loans will be transferred to the surviving
entity by HUD when the merger is processed.

B. An Approved Mortgagee Merges with a Non-approved Mortgagee.
1. Non- approved Mot gagee Survives.
a. The non-surviving nortgagee nust conply with the provisions of

paragraph 6 17(A)(1).

b. If the surviving nortgagee wi shes to originate or hold Title |
nortgages or submit clainms for nortgages previously held by the

non- surviving nortgagee, it nust become FHA-approved. To becone
approved, it must foll ow the approval procedures of this Handbook. The
nort gagee should include with its application a letter describing the
nmerger, and, if applicable, its intentions regarding the non-surviving
nort gageeAs outstanding Title Il nortgages and sponsored | oan
correspondents. |Imediately after beconi ng approved, the nortgagee
shoul d regi ster each of the non-surviving entityA branch offices which
will remain open under the auspices of the surviving entity, and pay the
branch registration fee specified in paragraph 2-7. The nortgagee nust
regi ster each of the | oan correspondents it is sponsoring in the FHA
Connecti on.

2. Approved Mortgagee Survives. The surviving nortgagee nust:
a. submit a letter describing the merger.

b. Subnmit a copy of the docunent which evidences the nerger. A
supervi sed nortgagee, nust subnmit a copy of the letter fromthe
supervi sory authority which approved the nerger

6- 18 Sal e or Acquisition. The sale or acquisition of a FHA-approved
nortgagee nmay take the form of stock, assets or operations being acquired
or sone conbination of these. The nortgagee may cease to exist,

becom ng part of the acquiring conpany, it may continue as a subsidiary or
affiliate of the acquiring company, or may becone an i ndependent

conmpany. Each of these is handled differently.

A An Approved Mortgagee Acquired by Anot her Approved

Mort gagee. The necessary action depends upon whether the acquired

nortgagee will cease to exist or will continue as a subsidiary or affiliate of
the acquiring nortgagee.

1. Continuation as Subsidiary or Affiliate. |If the nortgagee being
acquired will continue to operate as a subsidiary or affiliate of the acquiring
nort gagee, the acquiring nortgagee nmust subnit a letter describing the
transaction including the names of all parties, their FHA nortgagee
identification nunbers, and the date of the acquisition. The letter nmust al so
explain that the acquired entity will continue as a subsidiary or affiliate of
the acquiring entity. The acquired nortgagee nmust notify the Departnent

by letter that it has been acquired and will continue to operate as a
subsidiary or affiliate of the acquiring nortgagee. The acquired nortgagee
may continue to operate under its existing Title Il nortgagee ldentification
Nunber .



2. Di ssolution of Mdrtgagee. |f the nortgagee being acquired will be
di ssol ved,

a. The non-surviving entity nust subnit a letter signed by an
executive officer informng the Departnent of details regarding its
acquisition and requesting termnation of its approval. The nortgagee nust

comply with the provisions of paragraphs 6 17(A)(1).

b. The surviving entity nust subnit to HUD a copy of the articles of
dissolution and a letter describing the acquisition and, if applicable, its
i ntended di sposition or sale of FHA insured | oans held or serviced by the
non- surviving nortgagee. The letter must also certify that 1) any |oan
correspondents not continuing with sponsorship have been notified, 2) all

| oan correspondents of the non-surviving nortgagee will be sponsored by

the surviving nortgagee or 3)athe non-surviving nortgagee was not the
sponsor of any | oan correspondents. The surviving nortgagee nust conply

wi th paragraphs 6 17(A)(2)(c) through (f).

B. An Approved Mortgagee Acquired by an Entity that is Not
Approved.
1. Acquiring Entity Requires Approval to Participate in Program |If

the acquiring entity wishes to be able to originate, hold, or service Title I
nortgages, it nust apply for approval under the applicable provisions of
t hi s Handbook.

If the acquired nortgagee will not be continuing as a subsidiary or affiliate,
the acquiring entity should include with its application a letter describing
the acquisition and, if applicable, its intentions regarding the non-surviving
nort gageeAs outstanding Title |l nortgages and sponsored | oan

correspondents. |Imediately after beconi ng approved, the nortgagee

shoul d regi ster each of the non-surviving entityAS branch offices which

will remain open under the auspices of the surviving entity, and pay the
branch registration fee specified in paragraph 2-7(A). The nortgagee nmay
electronically register each of the | oan correspondents it is sponsoring or
follow the alternate procedures described in paragraph 5-12

2. Acqui red Mortgagee to Continue as Subsidiary or Affiliate. |If the
acquired entity will continue to operate as a subsidiary or affiliate of the
acquiring nortgagee, it nmay continue to operate as a Title Il nortgagee

under its own nane, whether or not the acquiring entity becones
FHA- approved. The nortgagee nust subnmit a letter describing the
acquisition and its future operating status.

3. Acqui red Mortgagee Ceases to Exist. |If the acquired entity will
cease to exist, it nust conply with the provisions of paragraph
6 18(A)(2)(a).

C. The Approved Mrtgagee Becones | ndependent. When an

approved nortgagee, which has been a subsidiary or part of a larger entity,
becones i ndependent, it nust notify HUD and provide details of the

change. Based on this, HUD may require additional information. For
changes in senior officers, directors, or ownership, the nortgagee nust
submit documentation as specified in paragraphs 6 11 and 6 13.

D. The Approved Mortgagee Acquires an Entity that is Not Approved.



If the acquired entity will operate as a subsidiary or affiliate of the
acquiring

nort gagee and wi shes to be able to originate, hold or service Title |
nortgage, it nust apply for approval under the applicable provisions of this
Handbook.

6- 19 Term nation of Supervision. A supervised nortgagee is required to
notify the Departrment in witing within 10 busi ness days after the

term nation of supervision by its supervising agency. |If the nortgagee
qualifies for approval as another type of nortgagee, it nust subnit a new
application, with the appropriate non-refundable fee, for approval to
participate in the Departnent's nortgage insurance prograns.

6- 20 Term nation of Fidelity Bond or Errors and Om ssions Insurance. |f
a nortgagee's fidelity bond or errors and om ssions insurance is term nated
and the nortgagee is unable to obtain a new policy within ten business
days, to continue as a FHA approved nortgagee, it nmust convert to a |l oan
correspondent (see paragraph 6 16).

6- 21 Net Worth Deficiency. An approved nortgagee nmust naintain at

| east the mnimumrequired adjusted net worth at all tinmes. |If at any tine it
falls below the required mninmum the nortgagee nust notify the Lender
Approval and Recertification Division and submt a Corrective Action

Plan. Failure to conply is grounds for an adnministrative action by the

Mort gagee Revi ew Board

6- 22 Li quid Assets Deficiency. An approved nortgagee nust maintain

at least the mninmumrequired liquid assets at all times. |If at any time it
falls below the required mninum the nortgagee nust notify the Lender
Approval and Recertification Division and submt a Corrective Action

Plan. Failure to conply is grounds for an adnministrative action by the

Mort gagee Revi ew Boar d.

6- 23 Operating Loss. A nortgagee must submit financial statenments

within 30 days of the end of each fiscal quarter in which the nortgagee
experiences an operating |oss of 20 percent or greater of its net worth. The
interimfinancial statenents may be either audited or un-audited, and the
nort gagee nust continue to submt themuntil it shows an operating profit

for two consecutive quarters, or until its next annual recertification by
FHA, whichever is later.

6- 24 Bankruptcy or Liquidation

A Busi ness. A nortgagee nust submt a statenent of Adjusted Net

Wrth within 30 days of commencenent of voluntary or involuntary
bankrupt cy, conservator ship, receivership or any transfer of control to a
Federal or State supervisory agency. A current original Dun and Bradstreet
or business credit report nmust be submitted. HUD nust be notified of each
change of status in the bankruptcy proceedings. HUD reserves the right to
require the nortgagee to submit court docunents.

B. Personal. |If an officer or principal of the nortgagee comrences
vol untary or involuntary bankruptcy, within 30 days the nortgagee nust
notify HUD. A current original credit report for that officer or principa
must be submitted. HUD nust be notified of each change of status in the
bankrupt cy proceedi ngs.



6- 25 Vol untary Wthdrawal of HUD/ FHA Approval. A nortgagee nay

request a voluntary withdrawal of its FHA approval by submtting witten
notification, signed by a senior officer, to the Lender Approval and
Recertification Division. The request will not be honored while there is an
admini strative action or Mrtgagee Review Board action pendi ng agai nst

the nortgagee. Any nortgagee whose approval is voluntarily w thdrawn

may reapply for FHA approval at any tine after its wthdrawal.

6- 26 Al O her Business Changes. Any other business change that affects
a nortgagee' s approval status or its conduct of business with the
Departnment mnmust be reported in witing to the Lender Approval and
Recertification Division within 10 days.



