Appendix 13 – Revised

INSURANCE PREMIUM RIDER TO RETAIL SALES INSTALLMENT CONTRACT

Because dealers are not eligible to insure Title I loans, Title I insurance charges cannot be included in retail sales installment contracts, as such contracts relate to borrowers’ obligations to dealers.  To pass obligations to pay upfront and annual Title I insurance premiums from lenders to borrowers, lenders must obtain signed agreements from borrowers in which they agree to make such payments to lenders.  FHA recommends the use of a rider, such as the one that is set forth below.  The lender, by accepting the retail sales installment contract through assignment from the dealer, which contains a rider regarding the insurance premiums, acknowledges (i) its understanding that the dealer may not receive from the buyer or transmit to FHA the premiums, (ii) agrees that it will not pay or transmit to the dealer such premiums, and (iii) agrees to collect such premiums from the buyer under the contract and remit such premiums to FHA as required by FHA regulations and policies. Any questions related to compliance with the federal Truth in Lending Act (TILA) should be directed to the Federal Reserve Board.
Rider to Retail Sales Installment Contract

This Rider is made this _________ day of ______________, and is incorporated into and shall be deemed to amend and supplement the manufactured home retail installment contract of the same date by and between (insert name of dealer) (“Dealer”) and (insert name of consumer buyer) (“Buyer”) relating to the purchase by Buyer of the manufactured home and services therein described therein (“Contract”), such Contract being assigned to (insert name of Title I lender), a Federal Housing Administration (“FHA”) approved Title I lender (“Lender”). 
The Lender to whom the Contract is assigned will be insured against a portion of loss under the Contract, in the event the Buyer defaults, by the FHA of the Department of Housing and Urban Development (“HUD”).  FHA charges the Lender an upfront insurance premium for this protection at the time the Contract is insured, as well as an annual premium during the term of the Contract. The upfront premium is 2.25% of the Amount Financed shown in the Truth In Lending disclosures in the Contract, plus prepaid finance charges, other than such upfront premium, as may be allowed under FHA regulations and requirements, and the annual premiums, required during the term of the Contract, are equal to 1% of the Contract’s declining balance of the amount financed plus any other amounts as may be allowed under FHA regulations and requirements.  Under FHA requirements, such premiums may be paid by the Buyer to the Lender only, and only the Lender may remit such premiums to FHA.  The Buyer will pay 1/12th of the annual premium monthly.
Given that the Contract disclosures reflect both these premiums—the upfront premium is a prepaid finance charge and is thereby included in the finance charge disclosure and the annual premium is a finance charge and is also included in the finance charge disclosure—this Rider is necessary to assure compliance with FHA requirements. 
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The upfront Title I insurance premium: 
[ ] is $_________ and will be fully financed under the Contract. 
[ ] is $_________ and will be partially financed under the Contract and partially paid in cash by Buyer. 
[ ] is $________ and will be paid fully in cash by Buyer, at Buyer’s election. 
[ ] is $________ and will be paid fully in cash by Buyer as the amount financed is equal to the FHA’s maximum loan amount and does not permit the financing of the upfront insurance premium.. 

The initial annual premium is $_________ and the initial monthly premium payment is $__________. 
The Buyer (i) acknowledges his/her/their understanding(s) that such premiums may not be paid by the Buyer to the Dealer, but must be paid to the Lender, (ii) agrees that such premiums will not be paid to the Dealer, but will be paid to the lender only that is assigned all rights and interests of the Dealer under the Contract, and (iii) acknowledges his/her/their understanding that the amount of the annual premium (which is payable monthly by the Buyer) for the full repayment term of the Contract, is included in the federal Truth In Lending disclosures in the Contract of the Finance Charge, Total of Payments, Total Sale Price, the calculation of the Annual Percentage Rate, and monthly payments (with such payments for the annual premium being collected by the Assignee as an escrow item under the escrow account established in relation to the Contract). 
The Dealer hereby (i) acknowledges its understanding that it cannot be paid either form of premium from the Buyer or transmit any such premiums to FHA,(ii) agrees that it will not require the Buyer to pay such premiums to the Dealer, (iii) acknowledges that it is not entitled to any part of the upfront premium from the Lender in order to purchase the Contract from Dealer, and (iv) acknowledges its understanding that the upfront and annual premiums will be paid by the Buyer to the Lender  pursuant to the Contract. 
[Rider to be signed by each Buyer and the Dealer] 
