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TO:	ALL APPROVED MORTGAGEES





SUBJECT:  Single Family Loan Production -Informed Consumer Choice Notice








	Section 203(b)(2) of the National Housing Act was recently amended to include requirements for an "Informed Consumer Choice" disclosure.  This disclosure is intended to assist borrowers in comparing the costs of a FHA loan versus similar conventional loans.  This disclosure must be given to prospective borrowers that may qualify for both FHA-insured financing and a conventional mortgage product.  On June 2, 1999, a Final Rule was published in the Federal Register (Directive Number: FR-4411-F-02) which adds Section 203.10 to Part 24 of the Code of Federal Regulations.  The Final Rule is effective July 2, 1999, and is applicable for all new initial applications signed on or after September 2, 1999.  Section 203.10(b)(3) of the new regulation refers to this Mortgagee Letter and the availability of the model disclosure notice which are attached.





	Lenders must develop their own disclosures based on those conventional mortgage products with similar loan-to-value ratios as the FHA-insured mortgage using the format shown on the HUD Model Notice attached to this mortgagee letter.  Except for the introductory language explaining the intent of the disclosure as well as the information about FHA's periodic mortgage insurance premiums, HUD is not mandating that lenders develop their notices in precisely the format shown.  However, HUD does require that the ten line items shown on the HUD Model Notice appear in the lender's own disclosure.  Lenders are free to add line items, columns, or mortgage features they determine are necessary to better reflect their mortgage products or define loans terms that lenders believe should be explained to borrowers.  Because this is a "model" notice, lenders have the flexibility to include the mortgage product comparison information in the format shown, or substitute terms that lenders believe better reflect the differences of their product offerings so long as the notice includes the mandatory items described above.





	The following additional instructions govern the use and provision of the disclosure notice:





o	The following components of the model disclosure notice are mandatory:


	o	Introductory statement from the model notice (i.e., the, first nine lines of text).


	o	The ten line items that compare FHA to conventional mortgage products.


	o	The information regarding FHA's periodic mortgage insurance premiums.


o	The disclosure notice must be provided to a prospective borrower no later than three business days after the lender's receipt of the initial mortgage loan application.
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o	Lenders are to update the disclosure notice so that it remains meaningful to borrowers as product offerings change, but must update their notice at least annually.


o	Individual disclosures made to mortgagors need not be submitted with the case binder for mortgage insurance purposes.  However, as part of FHA's quality assurance reviews, lenders may be asked to provide copies of the disclosures that are given to eligible borrowers.


o	The FHA-approved mortgage lender originating the individual mortgage is the entity responsible for providing the disclosure to the consumer.  This would include loan correspondents, supervised and non-supervised lenders, etc.





	The information collection requirements have been approved by the Office of Management and Budget (OMB) under the Paperwork Reduction Act of 1995 (44 U.S.C. Chapter 35).  The OMB number issued for this requirement is OMB 2502-0537.





	If you have any questions regarding this Mortgagee Letter, please contact your FHA Homeownership Center in Atlanta (888) 696-4687; Denver (800) 543-9378; Philadelphia (800) 


440-8647; or Santa Ana, CA (888) 827-5605.





						Sincerely,











						William C. Apgar


Assistant Secretary for Housing-


	  Federal Housing Commissioner





Attachment


