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U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

WASHINGTON, DC  20410-8000
ASSISTANT SECRETARY FOR HOUSING-

FEDERAL HOUSING COMMISSIONER


June 12, 2009







TI-482
TO:

All Title I Lending Institutions

Attention:  Installment Loan Department

SUBJECT:
Revised Appendix 13 - Rider for Collection of Insurance Premiums

Title I Letter, TI-481, issued April 14, 2009, included Appendix 13, Rider - Upfront Insurance Premium, that would be attached to the retail sales installment contract, permitting the lender to charge the borrower for upfront and annual insurance premiums.  Appendix 13 has been revised to include additional financial disclosure information, intended to assist lenders with federal Truth in Lending Act (TILA) compliance.
Most manufactured home loans are evidenced by advances of credit, e.g., retail sales installment contracts, in which the borrower(s) agrees to pay the dealer over a period of time.  To ensure an advance of credit as a Title I loan, an FHA-approved lender purchases the advance of credit.  Because the dealer is not eligible to insure such a loan, Title I insurance charges cannot be included in the retail sales installment contract.  Therefore, to pass the obligation to pay upfront and annual insurance premiums to the borrower, the lender must obtain a signed agreement from the borrower in which the borrower agrees to:

· An increase in the principal amount of the loan from what is shown on the retail sales installment contract as the amount financed, to an amount that includes both the principal amount on the retail sales installment contract and the amount of the financeable upfront insurance charge;

· Pay the lender in cash for any portion of the upfront insurance charge that cannot be           financed; 

· Pay the lender for the monthly insurance charge (1/12th of annual premium) together with the monthly loan payment as specified in the retail sales installment contract.

Lenders are free to adopt any method that does not violate applicable law.  FHA suggests that the agreement be effectuated by a rider, in conjunction with the retail sales installment contract that is executed by the borrower, and the dealer if applicable.  Appendix 13 suggests the wording for  
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the rider, authorizing the lender to collect the upfront insurance premium from the borrower and indicating the amount of the charge to be financed into the loan.  Any questions relating to federal Truth in Lending Act compliance should be directed to the Federal Reserve Board.

If you have questions regarding this Title I letter, please contact the FHA Resource Center at 1-800-CALL-FHA (1-800-225-5342).  Persons with hearing or speech impairments may access this number via TDD/TTY by calling 1-877-TDD-2HUD (1-877-833-2483).







Sincerely,







Brian D. Montgomery







Assistant Secretary for Housing-






      Federal Housing Commissioner
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