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§203.6 Lender Insurance process.

Under the Lender Insurance program,
a mortgagee approved for the program
conducts its own pre-insurance review,
insures the mortgage, and agrees to in-
demnify HUD in accordance with
§203.255(f).

[62 FR 30226, June 2, 1997]

§203.7 Commitment process.

For single family mortgage programs
that are not eligible for Direct En-
dorsement processing under §203.5, or
for Lender Insurance processing under
§203.6, the mortgagee must submit an
application for mortgage insurance in a
form prescribed by the Secretary prior
to making the mortgage loan. If:

(a) A mortgage for a specified prop-
erty has been accepted for insurance
through issuance of a conditional com-
mitment by the Secretary or a certifi-
cate of reasonable value by the Depart-
ment of Veterans Affairs, and

(b) A specified mortgagor and all
other proposed terms and conditions of
the mortgage meet the eligibility re-
quirements for insurance as deter-
mined by the Secretary, the Secretary
shall approve the application for insur-
ance by issuing a firm commitment
setting forth the terms and conditions
of insurance.

[67 FR 58346, Dec. 9, 1992; 58 FR 13537, Mar. 12,
1993, as amended at 62 FR 30226, June 2, 1997]

§203.8 Approval of mortgagees for Di-
rect Endorsement Lender Review
and Approval Process (DELRAP).

(a) General. Each mortgagee that
chooses to participate in the review
and approval of Condominium Projects,
as set forth in §203.43b, must be grant-
ed authority to participate in the Di-
rect Endorsement Lender Review and
Approval Process (DELRAP).

(b) DELRAP Authority—(1) Eligibility.
To be granted DELRAP authority, as
described in §203.43b, a mortgagee must

§203.8

be unconditionally approved for the Di-
rect Endorsement program as provided
in §203.3 and meet the following re-
quirements:

(i) Have staff with at least one year
of experience in underwriting mort-
gages on condominiums and/or Condo-
minium Project approval;

(ii) Have originated no fewer than 10
condominium 1loans in projects ap-
proved by the Commissioner;

(iii) Have an acceptable quality con-
trol plan that includes specific provi-
sions related to DELRAP; and

(iv) Ensure that staff members that
participate in the approval of a Condo-
minium Project using DELRAP au-
thority meet the above requirements in
paragraph (b)(1)(i) of this section or are
supervised by staff that meet such re-
quirements.

(2) Conditional DELRAP Authority.
Mortgagees will be granted conditional
DELRAP authority upon provision of
notice to the Commissioner of the in-
tent to use DELRAP. Mortgagees with
conditional DELRAP authority must
submit all recommended Condominium
Project approvals, denials, and recer-
tifications to FHA for review. If FHA
agrees with the mortgagee’s rec-
ommendation, it will advise the mort-
gagee that it may proceed with the rec-
ommended decision on the Condo-
minium Project.

(38) Unconditional DELRAP Authority.
Mortgagees will be granted uncondi-
tional DELRAP authority after com-
pleting at least five (5) DELRAP re-
views, or such lower number of
DELRAP reviews as HUD may specify,
to the satisfaction of HUD, and may
then exercise DELRAP authority to
approve projects in accordance with re-
quirements of HUD.

(¢c) Reviews. HUD will monitor a
mortgagee’s performance in DELRAP
on an ongoing basis.

(1) If the review shows that there are
no material deficiencies, subsequent
project approvals, denials, or recertifi-
cations may be selected for post-action
review based on a percentage as deter-
mined by the Commissioner.

(2) If the review shows that there are
material deficiencies in the mortga-
gee’s DELRAP performance, the mort-
gagee may be returned to conditional
DELRAP status.

149

VerDate Sep<11>2014  09:23 May 11,2023 Jkt 259084 PO 00000 Frm 00159 Fmt8010 Sfmt8010 Q:\24\24V2.TXT PC31



sfrattini on LAPCK6H6L3 with DISTILLER

§203.9

(3) If additional reviews continue to
show material deficiencies in the mort-
gagee’s DELRAP performance, the
mortgagee’s authority to participate in
DELRAP may be terminated or other
action taken against the mortgagee or
responsible staff reviewer.

(d) Termination of DELRAP Authority.
(1) HUD may immediately terminate
the mortgagee’s authority to partici-
pate in DELRAP or take any action
listed in 24 CFR 203.3(d) if:

(i) The mortgagee violates any of the
requirements and procedures estab-
lished by the Secretary for mortgagees
approved to participate in DELRAP,
the Direct Endorsement program, or
the Title IT Single Family mortgage in-
surance program; or

(ii) HUD determines that other good
cause exists.

(2) Such termination will be effective
upon the date of receipt of HUD’s no-
tice advising of the termination.

(3) Notwithstanding any provisions of
this section, the Commissioner re-
serves the right to take administrative
action, including revocation of
DELRAP authority, against any mort-
gagee and staff reviewer because of un-
acceptable performance. Any termi-
nation instituted under this section is
distinct from withdrawal of mortgagee
approval by the Mortgagee Review
Board under 24 CFR part 25.

(e) Reinstatement. A mortgagee whose
DELRAP authority is terminated
under this section may request rein-
statement if the mortgagee’s DELRAP
authority has been terminated for at
least 6 months. In addition to address-
ing the eligibility criteria specified in
paragraph (b)(1) of this section, the ap-
plication for reinstatement must be ac-
companied by a corrective action plan
addressing the issues that led to the
termination of the mortgagee’s
DELRAP authority, along with evi-
dence that the mortgagee has imple-
mented the corrective action plan. The
Commissioner may grant conditional
DELRAP authority if the mortgagee’s
application is complete and the Com-
missioner determines that the under-
lying causes for the termination have
been satisfactorily remedied. The
mortgagee will be required to complete
successfully at least five DELRAP re-
views in accordance with paragraph

24 CFR Ch. Il (4-1-23 Edition)

(b)(2) of this section in order to receive
unconditional DELRAP authority as
provided in paragraph (b)(3) of this sec-
tion.

[84 FR 41874, Aug. 15, 2019]
MISCELLANEOUS REGULATIONS

§203.9 Disclosure regarding interest
due upon mortgage prepayment.

Each mortgagee with respect to a
mortgage under this part shall at or
before closing with respect to any such
mortgage, provide the mortgagor with
written notice in a form prescribed by
the Commissioner describing any re-
quirements the mortgagor must fulfill
upon prepayment of the principal
amount of the mortgage to prevent the
accrual of any interest on the principal
amount after the date of such prepay-
ment. This paragraph shall apply to
any mortgage executed after August 22,
1991, and before January 21, 2015.

[66 FR 18947, Apr. 24, 1991, as amended at 79
FR 50837, Aug. 26, 2014]

§203.10 Informed consumer choice for
prospective FHA mortgagors.

(a) Mortgagee to provide disclosure no-
tice. A mortgagee must provide a pro-
spective FHA mortgagor with an in-
formed consumer choice disclosure no-
tice if, in the mortgagees’s judgment,
the prospective FHA mortgagor may
qualify for similar conventional mort-
gage products offered by the mort-
gagee. The mortgagee should base this
judgment on the mortgagee’s initial as-
sessment of the prospective FHA mort-
gagor’s eligibility for a conventional
mortgage product. If a mortgagee is
unsure about a prospective FHA mort-
gagor’s eligibility for a conventional
mortgage product, the mortgagee
should provide the prospective FHA
mortgagor with an informed consumer
choice disclosure notice.

(b) Informed consumer choice disclosure
notice—(1) Contents of notice. The in-
formed consumer choice disclosure no-
tice must:

(i) Provide a one page generic anal-
ysis comparing the mortgage costs of
an FHA-insured mortgage with the
mortgage costs of similar conventional
mortgage products offered by the mort-
gagee that the prospective FHA mort-
gagor may qualify for;
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