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(2) To make full payment to an in-
vesting mortgagee as required by 24
CFR part 204;

(3) To discharge responsibilities
under a contract for coinsurance;

(4) To comply with restrictions con-
cerning the transfer of a coinsured
mortgage to an agency not approved
under 24 CFR part 250;

(5) To maintain additional net worth
requirements, as applicable;

(w) Failure to remit, or timely remit,
mortgage insurance premiums, loan in-
surance charges, late charges, or inter-
est penalties to the Department;

(x) Failure to submit a report re-
quired under 24 CFR 202.12(c) within
the time determined by the Commis-
sioner, or to commence or complete a
plan for corrective action under that
section within the time agreed upon
with the Commissioner.

(y) Failure to properly perform un-
derwriting functions in accordance
with instructions and standards issued
by the Department;

(z) Failure to fund mortgage loans or
any other misuse of mortgage loan pro-
ceeds;

(aa) Permitting the use of
strawbuyer mortgagors in an insured
mortgage transaction where the mort-
gagee knew or should have known of
such use of strawbuyers;

(bb) Breach by the mortgagee of a fi-
duciary duty owed by it to any person
as defined in §25.3, including GNMA
and the holder of any mortgage-backed
security guaranteed by GNMA, with re-
spect to an insured loan or mortgage
transaction.

(cc) Violation by a Title I lender or
loan correspondent of any of the appli-
cable provisions of this section or 24
CFR 202.11(a)(2).

(dd) Failure to pay any civil money
penalty, but only after all administra-
tive appeals requested by the mort-
gagee have been exhausted.

(ee) Submitting, or causing to be sub-
mitted, with an application for FHA
mortgage insurance an appraisal, valu-
ation condition sheet, or any other
documentation relating to an appraisal
that does not satisfy FHA require-
ments.

(ff) Any other violation of Federal
Housing Administration requirements
that the Board or the Secretary deter-
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mines to be so serious as to justify an
administrative sanction.

(Approved by the Office of Management and
Budget under Control Number 2502-0450)

[67 FR 31051, July 13, 1992; 57 FR 37085, Aug.
18, 1992, as amended at 57 FR 58339, Dec. 9,
1992; 60 FR 13836, Mar. 14, 1995; 60 FR 39238,
Aug. 1, 1995; 61 FR 685, Jan. 9, 1996; 62 FR
20081, Apr. 24, 1997; 69 FR 43509, July 20, 2004;
72 FR 73492, Dec. 27, 2007. Redesignated and
amended at 73 FR 60541, Oct. 10, 2008]

§25.7 Notice of violation.

(a) General. The Chairperson of the
Board, or the Chairperson’s designee,
shall issue a written notice to the
mortgagee at the mortgagee’s address
of record at least 30 days prior to tak-
ing any action under 12 U.S.C. 1708(c)
against the mortgagee. Proof of deliv-
ery to the mortgagee’s address of
record shall establish the mortgagee’s
receipt of the notice. The notice shall
state the specific violations that have
been alleged, and shall direct the mort-
gagee to reply in writing to the Board
within 30 days after receipt of the no-
tice by the mortgagee. The notice shall
also provide the address to which the
response shall be sent. If the mortgagee
fails to reply during such time period,
the Board may make a determination
without considering any comments of
the mortgagee.

(b) Mortgagee’s response. The mortga-
gee’s response to the Board shall be in
a format prescribed by the Secretary
and shall not exceed 15 double-spaced
typewritten pages. The response shall
include an executive summary, a state-
ment of the facts surrounding the mat-
ter, an argument, and a conclusion.
Such response shall also address the
factors listed in §25.8. A more lengthy
submission, including documents and
other exhibits, may be simultaneously
submitted to Board staff for review.

(c) Exception for letter of reprimand.
Whenever information comes before
the Board that discloses a basis for the
issuance of a letter of reprimand, the
Board may issue the letter without
having previously issued a notice of
violation.

(d) Exception for immediate suspension.
If the Board determines that there ex-
ists adequate evidence that immediate
action is required to protect the finan-
cial interests of the Department or the
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public, the Board may take a suspen-
sion action without having previously
issued a notice of violation.

[73 FR 60541, Oct. 10, 2008]

§25.8 Factors considered in taking ad-
ministrative action.

In determining which administrative
action under 12 U.S.C. 1708(c), if any,
should be taken, the Board will con-
sider, among other factors, the serious-
ness and extent of the violations, the
degree of mortgagee responsibility for
the occurrences, and any other miti-
gating or aggravating facts. Where the
Board is considering a withdrawal ac-
tion, the Board will also consider
whether the violations were egregious
or willful, in order to determine wheth-
er a permanent withdrawal is man-
dated by 12 U.S.C. 1708(c).

[73 FR 60541, Oct. 10, 2008]

§25.9 Notice of administrative action.

(a) Whenever the Board decides to
take an action in accordance with 12
U.S.C. 1708(c)(3), the Chairperson of the
Board, or the Chairperson’s designee,
shall issue a written notice of the ac-
tion to the mortgagee at the mortga-
gee’s address of record of the deter-
mination. Proof of delivery to the
mortgagee’s address of record shall es-
tablish the mortgagee’s receipt of the
notice.

(b) In actions for probation, suspen-
sion, or withdrawal, the notice shall
describe the nature and duration of the
administrative action, and shall spe-
cifically state the reasons for the ac-
tion. In actions for probation, suspen-
sion, or withdrawal, the notice shall in-
form the mortgagee of its right to a
hearing regarding the administrative
action and of the manner and time in
which to request a hearing.

[73 FR 60541, Oct. 10, 2008]

§25.10 Hearings and hearing request.

(a) Hearing request. A mortgagee sub-
ject to any administrative action under
12 U.S.C. 1708(c), except for a letter of
reprimand, may request a hearing,
which shall be held on the record be-
fore an administrative law judge. The
mortgagee shall submit its request for
a hearing within 30 days of receiving
the Board’s notice of administrative

§25.11

action. The request shall be addressed
to the Mortgagee Review Board Docket
Clerk, Department of Housing and
Urban Development, 451 7th Street,
SW., Washington, DC 20410. The request
shall specifically respond to the viola-
tions set forth in the notice of adminis-
trative action. If the mortgagee fails to
request a hearing within 30 days after
receiving the notice of administrative
action, the Board’s action shall become
final.

(b) Hearing by Administrative Law
Judge. Hearings are to be conducted by
an Administrative Law Judge (ALJ), as
set forth in this part. The ALJ shall
commence a de novo hearing within 30
days of HUD’s receipt of the mortga-
gee’s request, unless the mortgagee
moves for an extension of time. The
ALJ may extend this time period for
good cause.

(c) Procedural rules. The hearing shall
be conducted in accordance with the
applicable provisions of 24 CFR part 26,
with the following modifications:

(1) The mortgagee or its representa-
tive shall be afforded an opportunity to
appear, submit documentary evidence,
present witnesses, and confront any
witness the agency presents, except
that the parties shall not be allowed to
present members of the Board as wit-
nesses.

(2) Discovery of information and/or
documents that do not pertain to the
appealing mortgagee, including, but
not limited to, reviews or audits by the
Department or administrative actions
by the Board against mortgagees other
than the appealing mortgagee, shall
not be permitted. Members of the
Board shall not be subject to deposi-
tion.

(3) The hearing shall generally be
held in Washington, DC. However, upon
a showing of undue hardship or other
cause, the ALJ may, in his or her dis-
cretion, order the hearing to be held in
a location other than Washington, DC.

[73 FR 60542, Oct. 10, 2008]

§25.11 Modification of Board orders.

No order of an ALJ before whom pro-
ceedings are conducted under §25.10
may modify or otherwise disturb in
any way an order or notice by the
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