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WASHINGTON, DC  20410-8000
ASSISTANT SECRETARY FOR HOUSING-

FEDERAL HOUSING COMMISSIONER







September 28, 2005

MORTGAGEE LETTER 05-37

TO:
ALL APPROVED MORTGAGEES

SUBJECT:  
Flexibility in the Origination of Single Family Loans Using the

  Principal‑Authorized Agent Relationship


The purpose of this mortgagee letter is to clarify and delineate the procedures for the use of the FHA principal-authorized agent relationship.   The principal-authorized agent relationship provides mortgagees flexibility in the origination of FHA insured single family loans in situations where a mortgagee wishes to collaborate with another mortgagee.


This process provides mortgagees flexibility to offer diversified loan products or programs because of the ability to team with firms that may have more expertise in specialized areas.  This includes products such as HECM or 203(k).  It also can be utilized to handle unique situations such as when a mortgagee no longer has a DE underwriter on its staff or for some reason does not have a particular expertise or capacity.  In almost all cases, mortgagees use this procedure when they need assistance in the underwriting of a loan. 


The principal in the relationship can only be an FHA approved nonsupervised mortgagee, supervised mortgagee or government mortgagee.  The authorized agent can only be an FHA approved nonsupervised mortgagee or supervised mortgagee.   FHA approved loan correspondents cannot serve as either a principal or authorized agent.


Regulation Section 202.3(a)(3) permits this relationship and also requires the loan to close in the name of the principal, and allows the authorized agent to submit the closed loan for insurance on behalf of the principal.  Since the authorized agent typically underwrites the loan, its FHA lender ID number is shown in the sponsor field of an FHA case file.  Also, since the principal typically takes the application, its ID is in the originator field of the case file.  Both mortgagees are responsible for the part of the origination and underwriting processing they perform. 


This relationship must be set up by the authorized agent via the FHA Connection as explained in the Lender Approval Section of the FHA Connection User Guide located at:  https://entp.hud.gov/pdf/mp_lndapp.pdf.    


As in all originations, the amount of the origination fee each lender receives is a contractual matter to be determined by the two parties, which in these cases are the principal and authorized agent.  The total fees charged to a mortgagor may not exceed the amount allowed for the type of FHA single family loan as contained in the appropriate handbooks and mortgagee letters. 

OMB Information Collection Approval:  The information collection requirements contained in this mortgagee letter have been approved by the Office of Management and Budget (OMB) under the Paperwork Reduction Act of 1995 (44 U.S.C. 3501-3520) and assigned OMB control number 2502-0005.  In accordance with the Paperwork Reduction Act, HUD may not conduct or sponsor, and a person is not required to respond to a collection of information unless the collection displays a currently valid OMB control number.


Lenders with questions not addressed by this letter may call the Office of Lender Activities and Compliance at 202-708-3976 or questions may be submitted via FAX at 202-755-0303 and via email at. HSG_Lender-Approval@hud.gov.

Sincerely,

Brian D. Montgomery

Assistant Secretary for Housing-


    Federal Housing Commissioner
www.hud.gov                espanol.hud.gov

