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Washington, D.C. 20410-8000

March 16, 1998

OFFICE OF THE ASSISTANT SECRETARY

FOR HOUSING-FEDERAL HOUSING COMMISSIONER

                                           MORTGAGEE LETTER 98-15

    TO:  ALL APPROVED MORTAGEES

SUBJECT:   Single Family Loan Production: Elimination of Face-to-Face

            Interview Requirement

    The purpose of this Mortgagee Letter is to inform you that, subject to several conditions as described below, FHA no longer requires face-to-face interviews with mortgage loan applicants.

    Elimination of the face-to-face interview.

    Effective immediately, the face-to-face interview requirement for all FHA    transactions is eliminated provided the loan applicant chooses not to have one.  This will enable mortgage lenders to take borrower loan pplications by mail, telephone, video conferencing or electronically (such as through the Internet).

    In every case, however, the lender must ask if the applicant wishes a face-to-face interview with the lender.  If the applicant does not desire such a meeting, the lender should note its file accordingly.  If the applicant wishes to have the face-to-face meeting, the lender may make arrangements for its staff to conduct the meeting or the borrower may choose another lender.

    Although the face-to-face requirement is eliminated, the lender remains responsible for asking sufficient questions to elicit a complete picture of the borrower's financial situation, source of funds for the transaction, and the intended use of the property; all information must be verified.  The lender must also verify the identity of the loan applicant.  Moreover, the lender staff working with the mortgage applicant should be knowledgeable of the origination process to fully describe the borrower's responsibilities in obtaining a FHA-insured mortgage.

    Eliminating the face-to-face interview requirement except in those instances where the applicant desires such a meeting is consistent with FHA's overall strategy of allowing greater flexibility to mortgage lenders.  It also more closely aligns FHA loan origination practices with that of conventional lending practices.  Elimination of the face-to-face     requirement will allow lenders to use telemarketing and other emerging technologies to originate FHA loans.  Also, we believe that it will encourage additional mortgage lenders 
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to originate FHA mortgages, thus increasing homeownership opportunities in nderserved urban and rural communities.

   If you have any questions concerning this letter, please contact your local FHA Field Office or Homeownership Center in Atlanta, Denver, Philadelphia, or Santa Ana, California.

Sincerely,

Art Agnos

Acting General Deputy Assistant

Secretary for Housing-Federal

Housing Commissioner

