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 U. S.  Department of Housing and Urban Development

Special Attention of:

All Approved Mortgagees, Transmittal Handbook No. : 4330. 1 REV-5

 (ATTN: Servicing Managers (Single Family))

Directors of Housing Issued: September 29, 1994

Directors, Housing Management Divisions

Field Office Managers/Chiefs

Supervisory Single Family Loan Specialists

Property Disposition Chiefs, Single Family

1. This transmits Handbook 4330. 1 REV-5, "Administration of  Insured Home Mortgages. "

2. Explanation:

 This revision incorporates those outstanding single family  servicing mortgagee letters that were not incorporated into  Handbook 4330. 1 REV-4 issued July 15, 1993, and provides  some additional clarifications.  It is important that this  revision be transmitted to your Single Family Servicing  Managers. 

The following lists the significant changes for your  attention:

 (1) In Chapter 1:

 (a) Paragraph 1-4B.  A Paragraph has been added  advising mortgagees to implement loss mitigation  efforts. 

 (2) In Chapter 2:

 (a) Paragraph 2-6A. 1a(1).  A new Paragraph has been  added to include the Up-Front MIP-Required Use  of Automated Clearinghouse (ACH) for remittance. 

 (b) Paragraph 2-6A. 1a(2).  This is a new paragraph  which includes information regarding the Late  Receipt of Remittances.  <top>
 (c) Paragraph 2-6A. 1b(1)(a).  A Paragraph has been  added to include loans requiring Risk-based  Periodic Premiums. 

 (d)Paragraph 2-6A. 1b(1)(b)(i).  A Paragraph has been  added listing the types of loans excluded from  Risk-based Periodic Premiums. 

    HSISI: Distribution: W-3-1, W-2(H), W-3(A)(H)(OGC)(ZAS),W-4(),R-1,R-2,R-3,  R-3-1,R-3-2,R-3-3,R-6,R-6-1,R-6-2,R-7,R-7-1,R-8  HUD-23 (9-81)  

 4330. 1 REV-5

     (e)Paragraph 2-6A. 1b(1)(b)(ii).  This is a new paragraph which provides criteria that must be met for a streamline refinance to be exempt from Risk-based Periodic Premium. 

 (f)Paragraph 2-8A.  Language has been revised to include "Remittance of the Risk-based Periodic Premiums. 

 (g)Paragraph 2-8A. 4.  This is a new paragraph which provides collection of Late charges and interest due on periodic payments. 

 (h)Paragraph 2-11C.  (Last Paragraph).  Language has been added advising that HUD will take certain action if one of three criteria regarding reasonable rates cannot be established. 

 (4)In Chapter 4:

 (a)Paragraph 4-1D.  A paragraph has been added advising mortgagees of the charges which may be assessed for providing duplicate services.  <top>
 (b)Paragraph 4-2D.  Clarification has been made advising that late charges are computed on the full monthly payment (principal, interest, taxes and insurance) due from the mortgagor in the month of computation. 

 (c)Paragraph 4-8.  First Sentence.  Language has been added to advise mortgagees that the attorney's and trustee's fees (mortgagor reinstatement) are established in accordance with FNMA's Schedule of Standard Attorney's and Trustee's Fees. 

 (5)In Chapter 5:

 (a)Paragraph 5-1C (Last Paragraph).  Additional information has been added with respect to the requirements governing the annual disclosure statement regarding prepayment.   

 (b)Paragraph 5-2G.  This paragraph reflects a revision which requires that when the mortgage insurance is terminated without payment of a claim, the remaining funds held in escrow for the payment of taxes and hazard insurance shall be returned to the mortgagor within 30 days instead of 45 days. 

 (c)Paragraph 5-4B.  Language has been added to provide information regarding the submission of termination data on magnetic tape. 

 (d)Paragraph 5-4C.  A new paragraph has been added regarding HUD's use of mortgagor information submitted at the time of termination. 

 (e)Paragraph 5-4D.  This is a new paragraph which provides information regarding computing the pro rated MIP.   <top>
 (f)Paragraph 5-5A.  The role of the FHA Commissioner in setting premium rates and earnings rates is summarized. 

 (g)Paragraph 5-5B.  This paragraph has been revised to include the way premium refunds are calculated. 

 (h)Paragraph 5-5C.  The notification to mortgagors for premium refunds as well as distributive shares has been clarified. 

 (i)Paragraph 5-5D.  This is a new paragraph which provides information on how an assumption affects the up front MIP. 

 (j)Paragraph 5-6.  This paragraph has been revised to incorporate the National Housing Act amendment's effect on distributive share payments.   

   (k)Paragraph 5-6C.  A new paragraph has been added which summarizes the statute of limitations on distributive shares.  <top>
 (6)In Chapter 6:

 (a)This Chapter has been revised to reflect the organization in the new Code of Federal Regulations (CFR) 203. 510 and 203. 512 on release from liability and assumption restrictions. 

 (7)In Chapter 7:

 (a)Paragraph 7-7C. 2. a.  This paragraph has been rewritten to clarify that mortgagees may also send the personal interview letter via "Certificate of Mailing".  Additional clarification explains how often the letter should be mailed to chronic delinquents. 

 (b)Paragraphs 7-8A-F.  These paragraphs have been revised to include updated information concerning the Single Family Default Monitoring System and the Electronic Data Interchange (EDI) Program. 

 (c)Paragraph 7-11A-B.  These paragraphs have been added to advise mortgagees to review loans in default to determine which available foreclosure avoidance strategy/loss mitigation effort is appropriate. 

 (d)Paragraph 7-11C. 1-2.  These paragraphs have been added which relates to refinances of mortgages that are more than two months delinquent. 

 (e)Paragraph 7-12D. 1. a.  This sentence has been revised to comply with the requirements of CFR 203. 355 with respect to the maximum time to begin foreclosure. 

 (f)Paragraph 7-17.  This paragraph has been reworded to ensure that mortgagees review their servicing portfolios with respect to foreclosure, deed-in-lieu, and cure rates. 

 (9)In Chapter 9:

 (a)Paragraph 9-3. A & B.  These paragraphs have been revised to comply with the October 20, 1992, regulation amendment which requires that foreclosure action be initiated within 9 months rather than one year after the date of default; adds a time requirement for foreclosure on vacant property and adds new conveyance requirements.  <top>
 (b)Paragraph 9-9A. 1. b.  Clarification has been made to provide mortgagees with specific instructions regarding an occupancy inspection when a mortgage is in default. 

 (c)Paragraph 9-9B(1).  A new paragraph concerning timely initiation of foreclosure has been added to the key requirements for preservation and protection. 

 (d)Paragraph 9-10. A.  In compliance with the October 20, 1992, Regulation Amendments, the word "indicate" has been changed to "certify" (concerning mortgagees certification as to whether a property was damaged). 

 (e)Paragraph 9-10D.  A new paragraph has been added advising mortgagees that implementation of the "Notice of Damage" requirement provided in the CFR 203. 379(b) has been deferred. 

 (f)Paragraph 9-10E. 3&a.  These two paragraphs were added to further define the fact that mortgagees must pursue hazard insurance proceeds for missing built-in appliances.   

 (g)Paragraph 9-14 (Second Paragraph).  A new paragraph has been added which includes the new regulatory requirements on reconveyance of a property to the mortgagee.  <top>
 (11) In Chapter 11:

 (a)Paragraph 11-11 (second NOTE under F. ).  Additional information has been added to the NOTE to give the mortgagee additional instructions on what to do with an overpaid assistance check and the back-up documentation. 

 (b)Paragraph 11-11 (last NOTE).  Lists the items in Paragraph 11-11 that the mortgagee is charged with having responsibility for, when a mortgagor is refinancing the first mortgage. 

 (c)Paragraph 11-12, items G & H, are additional documentation which is needed for computing the recapture amount when the mortgagor is refinancing the first mortgage. 

 (d)Paragraph 11-14.  Information concerning costs of sale and the HUD-1, Settlement Statement has been added.   

 (e)Paragraph 11-15.  A new paragraph, Reasonable Costs of Refinancing The First Mortgage, has been added. 

 (f)Paragraph 11-16. B. 13. a.  The phrase ". . . is below ground and. . . " has been added to the first sentence in this paragraph in order to clarify HUD' requirements regarding swimming pools. 

 (g)Paragraph 11-16I.  A new item, "Replacements. ", has been added, explaining that the costs of replacements are not allowed against the appreciation of a property. 

 (h)Paragraph 11-16J.  A new item, "Items Not Allowed As Improvements", has been added, explaining improvement costs that are not allowed against the appreciation of a property. 

 (i)Paragraph 11-18.  A new paragraph, Calculating the Recapture Amount, has been added, explaining the calculation of the recapture amount.  <top>
 (j)Paragraph 11-19.  A new paragraph, Disposition of the Recapture Check, has been added explaining how the mortgagee should handle a recapture check.  should the mortgagee receive it. 

 (k)Paragraph 11-20.  A new paragraph, Releasing the Recapture Lien, has been added, explaining the responsibility of the mortgagee in forwarding the Satisfaction of Lien for the recapture lien to the mortgagor or the mortgagor's representative. 

 (1)Paragraph 11-25.  A new paragraph, Relocation of Mortgagor by Employer, has been added, explaining how the conditions under which this type of case is handled. 

 (m)Paragraph 11-26.  A new paragraph, Dislocation of Mortgagor (Eminent Domain), has been added, explaining how this type of case is handled. 

 (n)Paragraph 11-28, item H.  Added the event of subordinating the HUD lien to a lesser position when the first mortgage is refinanced. 

 (13) In Chapter 13:

 (a)Paragraph 13-6E.  This paragraph has been added to define a Modified Term Payment Plan. 

 (b)Paragraph 13-15C.  This paragraph has been added which requires that the servicing fee may not exceed thirty ($30. 00). 

 (d)Paragraph 13-21D.  This paragraph has been added which provides procedures for the Application of Partial Prepayments.  <top>
 (15) In Chapter 15:

 (a)This is a new Chapter which has provides servicing procedures and guidelines concerning the mortgage insurance premiums (MIP) on mortgages insured under Section 222 of the National Housing Act. 

 A. A subject index is incorporated between Chapter 15 and the appendices. 

 B.  Appendix 2A - This is a new Appendix concerning the "Transmittal For Payment - Up Front Mortgage Insurance Premium (UFMIP). 

 C.  Appendix 2B - This is a new Appendix concerning the "Risk - Based Annual Premiums: Monthly Remittance Summary". 

 D.  Appendix 9 - This is a new Appendix concerning the A43 Single Family Insurance System Transaction Code 7, Mortgage Insurance Termination, Mortgage Tape Input Instructions, Document HUD-27050-A (4/90). 

 E.  Appendix 10 - This is a Revised "FHA Homeowners Fact Sheet (Form

HUD 27050-C) dated 1/94. 

 F.  Appendix 10(A) - This is a new Appendix - "Revised MIP Refund

Factors". <top>
 G.  Appendix 11 - This is a revised Form HUD-27050-B, "Application

for Premium Refund or Distributive Share Payment". 

 H.  Appendix 13A - Third Paragraph.  The word "residence" has been

added at the end of the first sentence which states "(1) who will

not occupy the property as his or her principal". 

 I.  Appendix 19 - The List of Field Office Addresses and telephone

Numbers has been updated. 

 J.  Appendix 20 - A new Form HUD-92068A (Monthly Delinquent Loan

Report on Loans that are 90 or More Days Delinquent Single Family

Default Monitoring System has been included. 

 K.  Appendix 20A - Single Family Default Monitoring Data

Keypunch/Verify Instructions. 

 L.  Appendix 20B - Single Family Default Monitoring Report - 92068-A,

Transactions Error report for Data Base update Cycle. 

 M.  Appendix 20C - Error Codes For 92068-A

 N.  Appendix 20D - Key Items For Review Prior to Submission of Form

HUD-92068-A

 O.  Appendix 21 - Under Region VI the Dallas Field Office has been

included in the Field Office Codes (492, 171, 172). 

 P.  Appendix 22 - Repair Rider to Loan Agreement (HECMS)

 Q.  Appendix 25 - Under the First Block entitled "Mortgagee HUD

Letter #1, has been changed to read "Form HUD-92068F can be sent

as early as day 61". <top>
 R.  Appendices 26, 26A and 28 have all been updated to include the

HUD Nationwide toll-free telephone number for HUD Approved

Housing Counseling Agencies. 

 S.  Appendix 34 - (Assignment Acceptance Letter to Mortgagee).  A

second paragraph has been added after No.  3 which states that "if

the mortgage has a Section 235 Recapture provision the HUD Field

Office and HUD Headquarters Office of Finance and Accounting must

be notified of the total amount of subsidy. <top>
 T.  Appendix 37 - Last Paragraph, Third Sentence.  Information has

been added advising lenders that "any redemption period must have

run out before lenders are deemed to have marketable title

(particularly in Michigan). 

 U.  Appendix 37 - Footnote 1 has been added which explains that in

the State of Michigan the 9 months completion of foreclosure time

frame includes the redemption period that runs after the

foreclosure deed is granted.  <top>
 V.  Appendix 57 - Model Mortgage Form (HECMS). 

 W.  Asterisks (*) have been placed in the right and left-hand margins

on each page on pages where a correction or addition as been

added. 
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FOREWORD

 Handbook 4330. 1 REV-5, Administration of Insured Home Mortgages, is

designed to give mortgagees the information required to service single

family home mortgages insured by the Department of Housing and Urban

Development (HUD).  A "single family home" mortgage is any mortgage on a

residential property containing one to four living units or, under Section

220 of the National Housing Act, containing one to eleven units.  <top>
Throughout this Handbook, certain technical terms are used generically,

i. e. , in their most commonly applied sense.  Some terms will be employed

interchangeably.  For example:

 (1)"Mortgage" should be understood to include other types of

security instruments, as may be required by State law;

 (2)"Secretary" should be understood to include other appropriate HUD

officials unless a specific distinction is made;

 (3)"HUD-insured mortgages" should be understood to mean the same as

"FHA-insured mortgages", and/or "FHA/HUD-insured mortgages".  <top>
This Handbook covers all phases of the administration of insured single

family home mortgages, from the time the mortgage is closed through the

time the mortgage insurance is terminated.  Included are collection

activities; special relief measures and their advantages to borrowers and

mortgagees; acquisition of properties; conveyance of acquired properties to

the Secretary, or termination of mortgage insurance without conveyance; and

the administration of subsidized single family home mortgages and

assistance payments contracts. 

The regulations governing the overall administration of most HUD programs

of single family home mortgage insurance are found in Title 24 of the Code

of Federal Regulations (24 CFR), Part 203.  Individual HUD programs are

dealt with elsewhere in Title 24, where the provisions of Part 203 are

generally incorporated by reference, and then supplemented with language

implementing the unique provisions of those particular program. 

Part 203 is divided into three Subparts:

 (1)Subpart A includes requirements for eligibility of mortgagees to

participate in HUD programs and to qualify for HUD-insured

mortgages for insurance;

 (2)Subpart B addresses provisions of the contract of mortgage

insurance; and,

 (3)Subpart C includes the servicing requirements beyond those

imposed by the contract of mortgage insurance, on which this

Handbook is based.  <top>
Violation of any regulatory requirement is grounds for imposing

administrative and/or monetary sanctions by HUD Headquarters, by local HUD

Offices and/or by the Mortgagee Review Board.  Regulations governing the

activities of the Mortgagee Review Board are found in 24 CFR, Part 25. 

This Handbook should be used in conjunction with Handbook 4000. 2 REV-2,

Mortgagee's Handbook, Application Through Insurance (Single Family);

Handbook 4000. 4 REV-1, Single Family Direct Endorsement Program, Handbook

4165. 1 REV-1, Endorsement for Insurance for Home Mortgage Programs (Single

Family); and Handbook 4330. 4, FHA Single Family Insurance Claims, provides

guidance and line by line instructions for the preparation and submission

of Form HUD-27011 Single Family Application for Insurance Benefits. 

Handbook 4000. 2 REV-2 describes the basic home mortgage insurance programs,

the requirements and procedures for the approval of mortgagees to

participate in HUD programs, the preparation and submission of applicants

for the insurance of home mortgages.  Handbook 4000. 2 also includes outline

information on the planning and approvals of subdivisions and Planned Unit

Developments, characteristics of each of the home mortgage programs, and an

introductory chapter that describes the basic functions of the Federal

Housing Administration/Department of Housing and Urban Development, as well

as the contract of mortgage insurance. 

Handbook 4000. 4 REV-1, describes HUD's Direct Endorsement program and

provides instructions for participating mortgagees.  The Direct Endorsement

program simplifies and expedites the process by which mortgagees secure

mortgage insurance endorsements from HUD.  Under Direct Endorsement, the

mortgagee underwrites and closes the mortgage loan without prior HUD review

or approval.  <top>
Handbook 4165. 1 REV-1, describes the basic insurance endorsement procedures

(i. e. , issuance of the mortgage insurance certificate), preparation and

submission of the case binder, post endorsement modification, change in

location, and approval of title exceptions. 

HUD Handbooks use copies of HUD forms to illustrate various processing

procedures.  However, because forms change periodically, mortgagees must

always assure themselves that the forms they are using are the most recent

versions. 

 NOTE:Questions and/or concerns involving material included in

Handbook 4330. 1 REV-5 are to be directed to the local HUD

Office having jurisdiction over the area in which the

subject "property" is located. 

Policy questions which do not pertain to a particular

mortgage are to be addressed to the local HUD Office having

jurisdiction over the area in which the "mortgagee" is

located. 

Questions and/or concerns that cannot be resolved at the

local HUD Office level will be raised before the Regional

Office having jurisdiction over that mortgage.   <top>
If the Regional Office requires assistance in resolving a

concern, the HUD Regional Office will raise the issue before

HUD Headquarters personnel. 
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Adjustable Rate Mortgages (See Chapter 12) 

Assignment Program 8-7, 9-2E, 
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Distributive Shares 5-5, 5-6
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Federal National Disasters (See Chapter 14)
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  - Attorney 4-1C, 4-8, 4-12, 7-7D,  11-14
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 - prohibited 4-12
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Forbearance Procedures (See Chapter 8) 10-23B, 10-23C

Foreclosure 1-3B, 3-2A, 7-11, 7-12, 7-13, 7-14, 8-2, 8-4D, 8-5, 8-7, 10-18A5, 10-18D, 10-18D5, 10-23, 10-23A
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Late Charge Fees And 2-7A4, 4-1C, 4-2, 5-3A1, Procedures 4-1C, 4-2, 5-3A1, 6-12B, 7-9, 7-9A, 7-9B

Management Review 7-11A, 8-7C1g, 8-7F1, 9-2A

Microfilming 1-4F1, 9-16C
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  - Terminations (27050-A) 5-1B, 5-2G, 5-4, 5-4A, 10-19, 10-19A

  - Refunds 5-2G, 5-5, 5-6

Modification (recasting) (See Chapter 3) 4-1c, 4-6, 8-6

   <top>
Monitoring 1-2, 9-17, 10-34 

Mortgage Record Change 2-7D, 6-10, 6-11A, 10-21B1

  - HUD-92080, Magnetic 6-11D Tape

 - Notification 5-6A, 6-11

Occupied Conveyance (See Chapter 9)

Partial Payments 4-2H, 5-3, 7-9, 7-10, 8-7A2, 8-10, 10-23A, 10-23B

Partial Release of Security 3-1, 3-3, 4-1C, 4-7

Prepayments 1-6D, 2-9A2, 3-5, 8-10, 10-25, 10-25A (See Chapter 5)

Preservation and Protection 4-11, 9-9

Providing Loan Information 2-10

Prudent Servicing 1-4

Quality Control Plan 1-4C

Recapture 10-21, 10-21B1, 10-22B2, 10-32, 10-34B, 10-36, 10-36C (See Chapter 11)  <top>
Reconveyance 4-12, 9-14, 9-15

Reinstatement 4-8C, 4-11, 7-10A, 7-12, 7-13, 7-14, 8-7G, 9-2H, 10-7A2, 10-7B1e, 10-8A, 10-8B3, 10-18D, 10-23, 10-28A2g, 10-31, 10-32C

Release of Liability 4-4A, 4-4B, 6-6D, 6-7, 6-9

Retention of Record 1-4E, 5-7, 9-10E, 9-16, 10-17, 10-34 (See Chapter 10 and Table

 of Contents)

Return for Further Servicing 8-7F1

Sale of Mortgage 1-4E, 6-12

Section 235 Mortgages (See Chapter 10 and Table of Contents)

   <top>
Single Family Default  Monitoring System (SFDMS)
Staffing (See Chapter 7), 9-8H 1-5A, 1-5B, 7-6

Taxes, Payment of 1-5C, 2-1, 2-1D3, 2-5B, 2-6A2, 2-8, 2-8B, 2-10B, 4-12B, 5-2G,

 7-9, 7-13B, 8-9, 9-12D, 9-12E, 9-12F, 10-35B

Time Limits, Foreclosure 7-11, 8-7E, 9-3A, 9-4C, 9-5

Title Requirements/Title 8-7H, 9-3A6, 9-4D, 9-5, 9-9B, Evidence 9-11, 9-13 (Also refer to Outstanding Claim Instructions)

Transfer of Servicing 1-4F, 1-7, 2-7B, 5-7C, 6-11, 6-12, 6-12G, 10-17, 10-26,

 10-33

<top>
Forms Required by Handbook 4330. 1 REV-5

Form OMB Approval

Number Title Number

HUD-300 Monthly Summary of Assistance Payment 2502-0081 Due Under Sections 235(b), 235(j), or 235(i) or of Interest Reductions Payments Due Under Section 235

 HUD-92210. 1 Approval of Purchaser and Release N/A of Seller

 HUD-27050-A Mortgage Insurance Termination 2502-0414

 HUD-27050-B Application for Premium Refund or 2502-0414 Distributive Share Payment

 HUD-2748 MIP Remittance Summary 2502-0421

 HUD-92004-G Request for Verification of Employment 2502-0059

 HUD-27011 Single Family Application for 2535-0093 Insurance Benefits

 HUD-59100 Non-Endorsement Notice/Mortgage Insurance N/A Certificate

 HUD-91022 Mortgagee Notice of Foreclosure Sale 2502-0347

 HUD-92051 Compliance - Inspection Report 2502-0189

 HUD-92068-A 90 or More Days Delinquent Loan Report - 2502-0060

HUD-92068F Request for Financial Information 2502-0159

HUD-92080 Mortgage Record Change 2535-0087

HUD-92206 Assignment Request - Background Data for 2502-0169

HUD Assignment of Mortgage

HUD-92210 Request for Credit Approval of 2502-0036 Substitute Mortgagor

HUD-92300 Mortgagee's Assurance of Completion 2502-0189

HUD-93100-4 Application For Homeownership Assistance 2502-0190 Under Section 235 of the National Housing Act

HUD-93101 Recertification of Family Income and 2502-0082 Composition, Statistical Report Section 235(b), (j) and (i)

HUD-93101-A Recertification of Income and Family 2502-0082 Composition, Section 235(b) Statistical Report

HUD-93102 Mortgagee's Certification and Application 2502-0081 for Assistance or Interest Reduction Payments

HUD-93114 Notice of (1) Termination, (2) Suspension, 2502-0094 or (3) Reinstatement of Assistance Payment Contract (Section 235 (b)(j) and (i))

HUD-9539 Request for Occupied Conveyance 2502-0268 <top>
DEFINITIONS. 

Unless otherwise noted, the following definitions are applicable throughout this Handbook:

 EXPRESSION DEFINITION

 ARM - Adjustable Rate Mortgage 

 CAFMV - Commissioner's Adjusted Fair Market Value 

 CAIVRS - Credit Alert Interactive Voice Response System 

 CWCOT - Claims Without Conveyance of Title 

 DVA - Department of Veterans Affairs 

 EFT - Electronic Funds Transfer 

 FAIR - Fair Access to Insurance Requirements 

 FEMA - Federal Emergency Management Agency 

 FHA - Federal Housing Administration 

 FNMA - Federal National Mortgage Association 

 GNMA - Government National Mortgage Association 

 GPO - Government Printing Office 

 HECM - Home Equity Conversion Mortgage 

 HUD - Department of Housing and Urban Development 

 HURRA - Housing and Urban Rural Recovery Act 

 INS - Immigration Naturalization Service 

 IPA - Independent Public Accountant

 IRCA - Immigration Reform and Control Act 

 IRS - Internal Revenue Service 

 LTV - Loan-to-Value 

 MIC - Mortgage Insurance Certificate 

 MIP - Mortgage Insurance Premium 

 OFA - Office of Finance and Accounting 

 PITI - Principal, Interest, Taxes and Insurance 

 SAB - Subsidy Accounting Branch 

 SFDMS - Single Family Default Monitoring System 

 SSA - Social Security Administration 

 URAR - Uniform Residential Appraisal Report

 <top>


CHAPTER 1.  GENERAL

1-1 GOAL.  The Congress has adopted a national housing goal expressed as "a decent home and a suitable living environment for every American family". 

 A.  HUD's Role.  HUD is charged with implementing the programs enacted by Congress to achieve this goal. 

 B.  Housing's Role.  The Office of Housing's role is to further program objectives by exercising effective management practices while protecting the interests of HUD with prudent fiscal management.  For the most part, these programs are carried out

 through the private mortgage markets, with HUD-approved mortgagees originating and servicing individual mortgages. <top>
1-2 HUD MONITORING.  This Handbook provides procedural standards and guidelines that must be followed when servicing an FHA/HUD-insured mortgage regardless of the entity holding and/or servicing the mortgage. 

The mortgagee's servicing operations will be monitored and, where necessary, corrective action will be required.  Refusal to take the corrective action or continued noncompliance with HUD requirements will result in the Department taking appropriate action (i. e. ,

including, but not necessarily limited to, an administrative and/or monetary sanction against that mortgagee (also, see Paragraphs 8-7F1 and 8-7G). 

 NOTE: Withdrawal of HUD approval may result in the mortgagee's debarment from doing business with any Federal government agency under government-wide debarment regulations (24 CFR 24). <top>
1-3 SERVICING OBJECTIVES.  All servicing policies are directed toward achieving the following basic objectives:

 A.  implementing the national housing goal of "a decent home and a suitable living environment for every American family";

 B.  protecting HUD's interest in the insured mortgage (i. e. , minimizing the probability of an insured mortgage terminating in default and foreclosure, and by minimizing HUD's loss where claims cannot be avoided);

 C.  encouraging private investment in HUD-insured home mortgages at the lowest effective cost to mortgagors; and

 D.  assuring an adequate standard of fair dealing among all participants in a HUD-insured mortgage transaction. <top>
1-4 MORTGAGEE RESPONSIBILITY (24 CFR 203. 500).  HUD regulations identify

what the Secretary considers to be acceptable standards and "prudent servicing" when mortgagees service HUD-insured mortgages.  HUD expects approved mortgagees to develop and implement policies and practices consistent with those standards and to prudently service loans. 

NOTE: Mortgagees are reminded that when making decisions as to whether a change Should be made to an existing mortgage, they are expected to abide by the Fair Housing Act, the Equal Credit Opportunity Act, Executive Order 11063, and HUD regulations issued pursuant to these authorities, prohibit discrimination in all phases of mortgage lending, including discrimination in revisions to existing mortgages and in the treatment of mortgages on which payments may or may not be current.  Prohibited basis of  discrimination include: race, color, religion, sex, handicap, familial status, national

origin, age and public assistance as a source of income. 

 A. Servicing Of Account.  In accordance with 24 CFR 203. 502, effective after January 10, 1994, all mortgagees who wish to service FHA-insured mortgages must be approved by the Secretary. The mortgagee shall remain fully responsible to the Secretary for proper servicing, and the actions of its servicer shall be considered to be the actions of the mortgagee.  The servicer also shall be fully responsible to the Secretary for its actions as a

servicer.  HUD expects the holding mortgagee or investor to assure that adequate servicing facilities are available in the are where the property is located. <top>
* B.  Loss Mitigation.  Mortgagees must consider the comparative effects of their various actions, and must take those actions which can reasonably be expected to generate the smallest financial loss to the Department.  The Department recommends that mortgagees designate  loss mitigation specialists of develop staff specifically to carry out such efforts.  *

 C. Quality Control Plan (24 CFR 202. 12(j)).  Each HUD-approved mortgagee must establish and maintain a formalized, written quality control plan for mortgage servicing on a system-wide basis, including the servicing of its branch offices.  Under this Quality Control Plan, a mortgagee must utilize a program of internal/external audit or provide for an independent review by the mortgagee's management/supervisory personnel who are knowledgeable and have no direct mortgage servicing responsibilities.  The Quality Control Plan must be implemented and maintained in such a manner consistent with its needs to assist corporate management in determining the accuracy, validity and completeness of its mortgage servicing function.  This plan must also enable corporate management to determine whether HUD's requirements (as stated in HUD Handbook 4060. 1, Mortgagee Approval Handbook -- and the requirements of Mortgagee Letters 89-32 and 93-14) and the mortgagee's policies and procedures are being followed by its personnel.  The plan must be comprehensive

and include all servicing issues, including Equity Skimming violations.  It should evidence a representative statistical sampling of all FHA-insured mortgages serviced.  (Quality Control

regarding acquisition of the property may be found in Chapter 9, Paragraph 9-2B. )

 NOTE:Upon verbal or written request, a mortgagee must provide a copy of its quality control plan to HUD. <top>
 D. HUD Participation.  Generally, HUD will not become involved in the servicing of any account except in response to a request from the mortgagee, the mortgagor, or a HUD-approved counseling agency.  HUD staff, or the staff of a HUD-approved counseling

agency acting with the consent of the mortgagor, may request information on individual accounts.  Mortgagees are required to provide such information upon verbal or written request (24 CFR 203. 508). 

 E. Retention Of Record.  All servicing files must be retained for a minimum of the life of the mortgage plus three years.  (See Paragraphs 10-17 and 10-34 for   Section 235 mortgages and see Paragraph 9-16 for cases resulting in a claim filed with HUD. )

 F. Transferring Of Files.  Upon the transfer of servicing and/or the sale of a mortgage, all servicing records are to be transferred

to the new servicer or mortgagee.  (Also, see Paragraphs 10-17,

10-26 and 10-33 for Section 235 mortgages. ) <top>
 NOTE:Missing records/documentation can be very costly

to mortgagees, especially with respect to escrow

accounts, MIP, Section 235 subsidy, and Claims for

Insurance Benefits. 

 When a HUD-insured mortgage in purchased, HUD will

hold the acquiring mortgagee responsible for

obtaining the complete file including origination

an well as servicing records (either on microfilm

and/or paper copy) from the selling mortgagee or

its servicer. 

 1. Microfilming Documents.  At the discretion of the mortgagee,

documentation may be microfilmed if the mortgagee

systematically engages in the copying of the entire file

with the exception of the original security instruments

which were recorded (i. e. , all other documents, notes, forms

and records related to each specific case). <top>
 NOTE:The original Mortgage, Mortgage Note or Deed of

Trust, and the Mortgage Insurance Certificate must

be preserved for all HUD-insured mortgages. 

 The original security instruments are to be preserved for

the following reasons:

 a. jurisdictions differ in their requirements with respect

to the practice of recording Mortgage Notes and/or

Deeds of Trust, and it may be impossible in some areas

to obtain a court certified copy of these origination

documents at the time of conveyance of the property or

assignment of the mortgage; and

 b. to maintain consistent record keeping practices by

mortgagees nationwide. 

 Any mortgagee electing to store its documentation (other

then security instruments) on microfilm will be held

responsible for verifying that the microfilm in of

sufficient quality to provide legible hard copies prior to

the disposition of the original paper files. 

 2. Availability of Records.  Upon verbal or written request,

mortgagees shall make available to HUD staff legible hard

copies of the microfilmed material within 24 hours of the

request.  This requirement includes all servicing

information and related data as well as the entire loan

origination file. <top>
1-5 SERVICER'S RESPONSIBILITY (24 CFR 203. 508).  Servicers are not

restricted to geographic areas when servicing insured mortgages.  They

must, however, establish adequate facilities to assure that mortgage

loan information is promptly made available to mortgagors and HUD

staff when needed.  The servicer's staff shall also be readily

available to mortgagors for individual consultation. 

Servicers must establish written procedures and controls to assure

prompt response to inquiries, including procedures and controls to

assure prompt response to inquiries from persons who, by reason

related to their race, color, sex, religion, national origin, familial

status or handicap, may be unable to take advantage of the normal

means of communication provided by the servicer.  One or more of the

means of communication listed below is required. 

 A. Location And Staffing.  The office must be sufficiently staffed

with trained personnel competent in all aspects of mortgage

servicing, including field collection and counseling activities,

in order to adequately meet HUD requirements.  Mortgagees are

expected to be alert to the servicing problems associated with

increasing inventory size and to take active steps to cope with

those problems.  Mortgagors must be served by non-discriminatory

servicers and mortgagees must practice equal employment

opportunity. <top>
 NOTE:Complete records on each case need not be maintained in

these offices, but the staff must be able to secure

such information and pass it on to the mortgagor

without undue delay. 

 B. Toll-free And/Or Collect-calling Telephone Service.  Mortgagors

must have access to a toll-free telephone number and/or a

collect-calling service to an office that is sufficiently staffed

to provide information and assistance in a timely manner.  In

addition, sufficient telephone lines must be installed to

accommodate mortgagors.  The maximum distance from which the

mortgagee must accept collect calls is the distance from the

mortgaged property to the mortgagee's nearest office which has

the information needed. 

 C. End-of-Year Statement.  Provide each mortgagor within 30 days

after the end of each calendar year a statement of the interest

paid and of the taxes disbursed from the escrow account during

the preceding year.  (With respect to Section 235 mortgages, see

Paragraph 10-35. ) At the mortgagor's request, the mortgagee

shall furnish a statement of the escrow account sufficient to

enable him/her to reconcile the account. <top>
1-6 MORTGAGOR EDUCATION.  To ensure to the extent possible that the

mortgagor realizes what will be expected of him/her in complying with

the terms and conditions of the mortgage, the mortgagee shall develop

means of informing the mortgagor of his rights and responsibilities. 

At closing, the mortgagee shall make certain that the mortgagor has

been informed of his/her rights and responsibilities as well as those

of the mortgagee and HUD in connection with the insured mortgage.  A

face-to-face meeting between the mortgagor and a mortgagee employee is

required in most cases at or before closing.  While a face-to-face

discussion between the mortgagor and mortgagee servicing staff is

desirable, a brochure may be used as an aid in this process.  A

mortgagor education should include, but not necessarily limited to, a

discussion of the following:

 A. current escrow requirements;

 B. possible future changes in escrow requirements because of changes

in property taxes and insurance premiums;

 C. benefits of a prompt payment record and problems created by slow

payment;

 D. due date of mortgage payments and prepayment policy;

 E. the responsibilities and obligations of home ownership as opposed

to tenancy;

 F. responsibility for the maintenance and upkeep of the property;

 G. the importance of notifying the mortgagee promptly of any

circumstance that might prevent making timely payments; and

 H. the kind of account information that will be made available

routinely to the mortgagor, without request, and how additional

information can be secured if needed.  (This information should

also include toll-free telephone numbers and/or numbers where

collect calls will be accepted. ) <top>
1-7 CHANGE OF SERVICER (24 CFR 203. 502).  Whenever servicing is

transferred, the transferring servicer shall notify or arrange to

notify the mortgagor in a mailing that reaches the mortgagor no later

than 10 days before the due date of the first payment to the new

servicer. 

This notice shall include the name, address, and telephone number of

the new servicer and include any special instructions for handling

payments during the conversion period.  The new servicer shall notify

HUD within 15 days of the transfer of servicing.  (See Paragraph

6-11B). 

1-8 DIFFERENCES IN MORTGAGORS (24 CFR 203. 600).  Mortgagees are expected

to devise servicing techniques that enable them to deal effectively

with differences in mortgagors.  Many complex servicing problems arise

from irregular employment, low income, and a general lack of financial

management experience.  A flexible servicing program that recognizes

differences in mortgagors' individual characteristics and

circumstances can do much to minimize the adverse effects of these

problems. <top>
1-9 DELINQUENCY AND DEFAULT COUNSELING

 A. Mortgagees must notify homeowners no later than 45 days after the

delinquency occurs of the availability of homeownership

counseling.  (See Paragraph 7-7H. )

 B. Mortgagees may obtain copies of the list of HUD-approved housing

counseling agencies from HUD Field

 Offices.  Request copies of the nationwide list from the Single

Family Servicing Division in HUD Headquarters. 

 C. Mortgagees may provide the counseling agency list or a HUD

toll-free telephone number to mortgagors with any collection

letter as long as the list is provided no later than 45 days

after the occurrence of the delinquency.  In addition, mortgagees

must include, with HUD Assignment Program Letters 1 and 3, a list

of HUD Approved Housing Counseling Agencies or the HUD Nationwide

toll-free telephone number (1-800-569-4287) by which the

mortgagor may obtain a list of HUD Approved Housing Counseling

Agencies. 

 NOTE:If there are no HUD-approved housing counseling agencies

nearby, the homeowner whose mortgage is delinquent, then

those agencies located in the adjoining city, county, or

state shall be recommended by the mortgagee. <top>
CHAPTER 2.  HUD ESCROW AND MORTGAGE INSURANCE PREMIUM (MIP)

2-1 ESCROW ACCOUNT - GENERAL (24 CFR 203. 550).  Mortgagees must establish

 escrow accounts and require that mortgagors make monthly payments to

 ensure that funds will be available to pay taxes and insurance

 premiums when they come due. 

 A.  Escrow Authority.  The basic authority to collect funds for

 escrow items is provided when the mortgagor signs the security

 instrument at closing. 

 B.  Escrow Obligations.  Mortgagees must also escrow funds for those

 items which, if not paid, would create liens on the property

 positioned ahead of the HUD-insured mortgage. 

 C.  Common Escrow Periods.  Escrow periods are usually annually or

 semi-annually.  However, HUD does not object to a mortgagee using

 other accrual periods (i. e. , quarterly) because of variations in

 due dates of the escrow items, especially where these accrual

 periods produce a savings for the mortgagor without causing an

 undue hardship on him or her. 

 D.  Items To Be Escrowed.  The mortgagee is responsible for

 collecting a monthly amount that will enable it to pay all the

 escrow obligations (in accordance with the security instruments). 

 (CFR 203. 23) <top>
 1.  hazard insurance; (mortgagee's option) (See Paragraph 2-8D)

 2.  mortgage insurance premiums; (HUD required) (See Paragraph

 2-6A)

 3.  taxes; (HUD required) (See Paragraph 2-6A)

 4.  special assessments; (HUD required)

 5. ground rents, if any; (HUD required) and

 6. flood insurance premiums, if any, (HUD required) (See

Paragraph 2-11E2). <top>
2-2 CAPITALIZED ACCOUNTING.  Supervised mortgagees have the option to

establish separate accounts for escrow funds 

as described in Paragraph 2-7, or they may use the Capitalization

Accounting method.  Mortgagees that capitalize must still observe the

depository, accounting, periodic escrow analysis requirement and

timely payment of escrow item billing established by this Chapter. 

Mortgagees that capitalize may not capitalize delinquent mortgage

payments or late charges (i. e. , amounts due but not paid may not be

added to unpaid principal unless advances are actually made by the

mortgagee). <top>
2-3 ESCROW DEPOSITS - (24 CFR 202. 12(d)).  HUD regulations provide that

all mortgagees must segregate all escrow funds received from

mortgagors with HUD-insured mortgages, including those funds escrowed

at closing under an Assurance of Completion Agreement.  A special

custodial account must be established with a financial institution

whose accounts are insured by the Federal Deposit Insurance

Corporation or the National Credit Union Administration. 

 A. Account Requirements.  This special custodial account must

clearly identify the type of funds being held in that account. 

Unless these funds are deposited in the "Trust Clearing Account"

discussed below, they must be immediately transferred into the

above referenced account and the mortgagor's records must be

posted accordingly. 

 B. Trust Clearing Account.  For the purpose of expediting the

deposit of daily collections, a "Trust Clearing Account" may be

established for the deposit of collections received on all types

of mortgages. 

 1. For all payments received on HUD-insured mortgages, that

portion received that is to be applied to escrows must be

withdrawn from the Trust Clearing Account within 48 hours of

the deposit into the Trust Clearing Account and transferred

to the escrow account. 

 2. If all receipts are deposited in the escrow account, the

portion representing principal, interest and service charge

must be withdrawn within 30 days after deposit. <top>
2-4 COMMINGLING - (Supervised and Non-supervised mortgagees) - Without

prior approval from HUD, mortgagees may commingle escrow funds for

HUD-insured mortgages in a single bank account which also contains

escrow funds for mortgages that are not HUD-insured.  Escrow funds may

not be commingled (not even temporarily) with funds used for the

mortgagee's general operating purposes. <top>
2-5 PROPER USE OF ESCROW FUNDS.  Escrow funds shall be used only for the

purpose for which they were collected and are subject to audit and

examination by HUD. 

 A. Improper Application Of Escrow Funds.  Late charges, attorney's

fees (incurred in foreclosure actions which are not completed),

inspection fees, mortgage delinquencies or refunds of overpaid

subsidy, etc. , shall never be collected by deducting the amount

from the mortgagor's escrow account.  (See Paragraph 2-9A). 

 B. Escrow Funds May Be Treated As One Entity.  Funds collected for a

specific purpose, such as the payment of taxes, are not

restricted to the use of only that escrow item.  They may also be

used for the payment of other mortgage obligations properly paid

from the escrow account.  The mortgagee has the option of

structuring its accounts to segregate funds for specific

purposes.  However, the mortgagee must comply with any RESPA

regulations that may be issued. 

 C. Interest On Escrows.  HUD regulations neither forbid nor require

that escrow accounts earn interest.  Where escrow funds are

invested, the net income derived from this investment must be

passed on to the mortgagor in the form of interest as follows:

 1. in compliance with any state and/or regulatory agency

requirements governing the handling and/or payment of

interest earned on a mortgagor's escrow account; and

 2. the net earnings from the investment of the mortgagor's

funds after deducting the actual cost of administering the

interest bearing account. 

 NOTE:In no case may the expenses charged the mortgagor for

maintaining the interest-bearing escrow account exceed

the gross interest earned from investing the funds in

that account. <top>
2-6 INITIAL ESTABLISHMENT OF ESCROW ACCOUNTS (24 CFR 203. 550).  As part of

closing, the mortgagee must establish an accrual amount that is

sufficient to cover all escrow obligations before they become

delinquent. 

 A. Once the required amount has been collected at closing and the

account established, the mortgagee must collect monthly an amount

from the mortgagor that is sufficient to pay the bills as they

become due.  (Specific instructions as to how to determine the

correct amount required to be escrowed are given below for each

escrow item. )

 1. Mortgage Insurance Premiums (MIP).  As a condition of

insurance endorsement, insured mortgages are subject to

"Up-Front" lump sum payment, "Periodic" premiums paid

monthly as a portion of the mortgagor's mortgage payment, or

Up-Front combined with Periodic Premiums (commonly called

"risk-based premium").  The risk-based premiums have two

components: the up-front premium and the periodic premium

and each loan requires both.  The risk-based premiums were

effective for loans closed on or after July 1, 1991. 

 a. Mortgages Subject To "Up-Front MIP" (24 CFR 203. 259(a)

and (b). ) Mortgages insured under the Mutual Mortgage

Insurance Fund programs (most of the mortgages insured

under Section 203, and excluding condominiums),

pursuant to conditional commitments issued by HUD or

appraisal reports signed by the direct endorsement

underwriters on or after September 1, 1983, are subject

to "Up-Front" MIP.  (Refer to HUD Handbook 4000. 2

REV-2. )

* (1) Up-Front MIP: Required Use of Automated

 Clearinghouse (ACH) for Remittance. 

 As published in the Federal Register, it is

mandatory as of April 7, 1993, that the Up-Front

mortgage insurance premiums be remitted via the

ACH system.  However, items received at the

lockbox will be accepted during a limited transition period to

allow mortgagees time to sign-up, obtain the

required software and to begin participating in

the program.  During the transition period, the

mortgagee will continue sending checks to the

lockbox using Form HUD-27001, Transmittal for

Payment of Up-Front Mortgage Insurance Premium

(UFMIP) (Appendix 2A). 

 The ACH system allows mortgagees to utilize their

mainframe and personal computers to authorize

electronically the payment of the Up-front

mortgage insurance premiums. 

 The ACH system is designed to process Up-Front

premium collections from mortgagees and remit

confirmations back to mortgagee using remote

terminals in lieu of sending checks and

confirmations by mail.  The mortgagee's terminal

operator dials a number that ties the terminal or

microcomputer into the collection agent's telenet

system. 

 Mortgagee Letter 92-13 includes the ACH

Information Package.  Any additional questions

should be directed to the ACH Outreach Team on

(703) 845-4991. 

 (2)Late Receipt of Remittance. 

 Regardless of the method of remittance, ACH or

Lockbox, the Up-front MIP is due to HUD by the

15th calendar day after closing.  If the

remittance is received after that time, a late

charge of 4% of the MIP is due.  For any

remittance received more than 30 days after

closing, interest will be accrued at the interest

rate set in conformity with the Treasury Fiscal

Requirements Manual until the remittance

 is received.  *

 b. "Periodic" MIP (Monthly) (24 CFR 203. 260-203. 268). 

Mortgages not included in those subject to the

"Up-Front" MIP are subject to

 "periodic" MIP for the life of the mortgage.  Mutual

Mortgage Insurance Fund mortgages that are subject to

the risk-based premium also are subject to periodic

MIP.  For a number of years that varies depending on

the date the mortgage was made and the size of the

mortgagor's down payment.  These premiums are paid

monthly and escrows must be established for the payment

of these premiums. 

 * (1) Risk-based Periodic Premium

 (a)Loans Requiring Risk-based Periodic Premiums. 

Risk-based periodic premium is required for

loans closed on or after July 1, 1991,

insured under the Mutual Mortgage Insurance

Fund, i. e. , National Housing Act Section

203(b), 203(h), 203(i) and 203(n).  This

includes mortgages insured under Section

203(b) pursuant to Sections 244

(coinsurance), 245 (graduated payment

mortgages and growing equity mortgages) and

251 (adjustable rate mortgages). 

 (b)Loans Excluded From Risk-based Periodic

Premiums. 

 (i)Excluded are condominiums, GPMs, GEMs,

and ARMs which are not insured under

Section 203(b).  Also excluded are any

Section 203(b) mortgages insured

pursuant to Sections 233(e) (older

declining areas), 238(c) (military

impacted areas), 247 (Indian

reservations) and 248 (Hawaiian home

lands, since those mortgages are not

obligations of the Mutual Mortgage

Insurance Fund). 

 (ii)Streamline Refinances meeting the

following criteria are also exempt from

Risk-based periodic premium:

oThe loan being refinanced must have

closed before July 1, 1991. 

oThe streamline refinance loan must

close on or after

 April 24, 1992.  *

 NOTE:HUD will provide mortgagees the annual information

(Advance Premium Notice) on which to base monthly

collections of MIP after the first premium year

but initial requirements must be computed by the

mortgagee. 

Mortgagees are reminded to discontinue escrowing

for the risk-based periodic MIP premium when that

obligation is over. 

 2. Taxes.  When establishing the initial escrow requirements,

mortgagees must escrow for taxes.  When the exact amount of

the bill is unknown, the mortgagee should contact the taxing

authority which has jurisdiction over the property to obtain

an estimate of the tax bill. 

 NOTE:In order to avoid a substantial surplus or

shortage at the time of first escrow analysis,

care must be taken to assure that the estimate

used at closing and for the amount escrowed

monthly is based on assessed value of improved

land (i. e. , value of both the house and the land)

where new construction is involved and that an

unrealistically low figure is not used. 

For existing properties, the actual taxes paid in

the previous year can serve as a basis for the

estimate of the future requirements. 

 In many tax jurisdictions, mortgagors are eligible for

special exemptions on all or part of their property taxes. 

The most common exemptions are those provided for the

elderly and for veterans.  The tax estimate may be based on

the assumption that the mortgagor qualifies for a homestead

exemption or other reduction in property taxes. 

Mortgagors shall be informed of the exemptions for which

they might qualify at or before the time of loan closing. 

 Mortgagors shall be advised that it is their responsibility

to obtain available exemptions. 

 Mortgages Insured Under Section 235 - Failure of a Section

235 mortgagor to take advantage of an available tax

exemption about which he was informed may result in an

adjustment of the assistance payments. 

 3. Insurance.  Initial insurance escrow requirements must be

based on the one-year premium actually paid by the mortgagor

for the policy unless the mortgagee knows the renewal

premium will differ. 

 B. Additional Collections.  The mortgagee may maintain a "cushion"

in the escrow account of no more than one-sixth of its estimate

of total annual requirements. <top>
2-7 MAINTENANCE OF ESCROW ACCOUNTS - ANALYSIS (24 CFR 203. 550(b)).  No

later than the end of the second year of the life of the mortgage, the

mortgagee must begin regular analysis (at least annually) of the

escrow account to assure adjustments to provide for adequate but not

excessive collections to make anticipated disbursements during

succeeding years.  Several methods of analyzing escrow accounts are

used in the industry.  The result must produce a monthly payment to

escrow that is neither excessive nor inadequate, so that the amount to

pay each bill from escrow when it comes due is available but excessive

surpluses are not developed.  The mortgagor shall be given at least 10

days notice of adjustments in monthly payments and an adequate

explanation of any change. 

 A. Mortgagees That Capitalize - Refer to Paragraph 2-2. 

 B. Time Of Analysis.  The mortgagee may analyze escrow accounts at

any time, but should select a time that produces the least

probability of creating large surpluses or shortages.  This is

most likely the time of payment of the largest single bill from

the account. 

 C. Estimating Future Bills.  The mortgagee's estimate of escrow

requirements must be a reasonable estimate of

 what the actual disbursements from the escrow account will be in

the ensuing 12-month period. 

 Only if estimate is based on the previous year's actual

disbursement, the estimate will not be considered "excessive" if

it does not exceed 10 percent over the previous year's actual

disbursements.  (The mortgagee may still require an escrow

account up to one-sixth in excess of the current estimated total

annual requirement.  See Paragraph 2-6B. ) If, for any reason,

all or a portion of the previous year's actual costs are not a

reliable indicator as a basis of estimating the expenses for the

current year, the mortgagee should document this fact and make

his best estimate for the upcoming year. 

 NOTE:If state or local law caps annual increases by a

specific percentage, the estimate for those

jurisdictions shall not exceed the prior year's actual

disbursement plus this percentage. 

 D. Periodic MIP.  For mortgages subject to periodic (monthly) MIP,

HUD provides mortgagees with a monthly listing on which to base

future escrow requirements.  This listing includes all mortgages

shown by HUD's records as being serviced by the mortgagee having

premium anniversary dates thirteen months hence and shows, for

each mortgage, the total annual MIP that will be due on that

anniversary date.  This is not a bill.  It is provided to give

mortgagees information about future requirements so that

mortgagee escrow requirements and future premium remittances will

be accurate. 

 If a mortgage being serviced does not appear on a report received

60 days or more after the acquisition of servicing, the mortgagee

should complete Form HUD-92080 (Appendix 1), immediately.  If a

new loan does not appear on the report 60 days after endorsement,

the mortgagee should send a letter accompanied by a copy of the

Mortgage Insurance Certificate and the note to the same address

as that used for the Form HUD-92080. 

 When HUD receives this information, it will add the mortgage or

mortgages in question to its next scheduled monthly listing.  The

fact that a mortgage does not appear on a monthly listing does

not relieve the mortgagee from paying MIP when due, or from late

charges or

 interest on late premiums.  In the absence of a listing including

a mortgage the mortgagee knows is in the portfolio, the mortgagee

must pay the MIP based on its best estimate of the amount due. 

 E. Mortgages Insured Under Section 235.  The above applies equally

to mortgages insured under Section 235.  With these mortgages,

the logical time for escrow analysis is on or just after the

anniversary date of the first payment due under the mortgage

since it is then that the MIP changes and annual recertification

is required.  Both of these events may affect the amount of

assistance to which the mortgagor is entitled and delays in

analysis could result in a need for significant retroactive

adjustments. 

 Both Formulas I and II must be recomputed as of the anniversary

date regardless of changes in escrow requirements.  Mortgagees

may, however, elect to analyze Section 235 escrow accounts at any

time, provided assistance is recomputed at the time of annual

recertification to reflect any changes in the mortgagor's income

or family composition, as well as the annual change in MIP.  (See

Chapter 10 for detailed instructions. ) <top>
2-8 PAYMENT OF BILLS AND TAXES FROM ESCROW ACCOUNTS (24 CFR 203. 550).  It

is the mortgagee's responsibility to make disbursements as bills become payable even if it requires the advancing of corporate funds where escrow deposits are inadequate to meet these obligations.  When

making disbursements for bills and taxes, mortgagees must send payment

directly to the billing agency or the taxing authority. 

Mortgagees must establish controls to ensure that bills payable from

the escrow account or the billing information needed to pay them is

obtained on a timely basis.  If a bill has not been received within a

reasonable time before the payment due date, the mortgagee shall

contact the billing agency and request that the bill be provided

promptly.  The mortgagor may be contacted to determine if the bill was

sent to him/her rather than to the mortgagee.  However, it is not the

mortgagor's responsibility to contact the billing agency or to provide

the mortgagee with a bill unless it has been sent to him/her in error. 

 NOTE:Funds in the escrow account may be used to pay any bill that

is properly an obligation of that fund, 

regardless of the specific purpose for which they were

collected. 

  <top>
* A.  Remittance of the Risk-Based Periodic Premium and Case Level

Detail.  The periodic premium is calculated annually, but

collected and remitted monthly to be received by the 10th of the

following month.  Periodic premium must be remitted with Form

HUD-2752, Risk-Based Annual Premiums: Monthly Remittance Summary

(Appendix 2B). 

 All loan level premium collection data must be reported each

month supporting the Risk-based monthly premium to the FHA

Premium Reconciliation Group at the same time the premium is sent

to HUD.  Submission of the detail is preferred by either tape or

diskette.  If discrepancies occur between the mortgagee's detail

and HUD's expected premiums, a Reconciliation Report will be

generated and mailed to the mortgagee for completion. 

 For additional information on the submission of loan level detail

or the reconciliation process, please

 call (800) 342-3024.  *

 1. Payment as Received (24 CFR 203. 264).  This is the basic

payment method prescribed by law and regulation.  Payments

are remitted to HUD as actually received from mortgagors,

and individual accounts are adjusted on each anniversary of

amortization to assure that the total remitted during the

year was accurate. 

 Payments are due to HUD no later than the tenth day of the

month following collection.  Premiums from all mortgagors

must be submitted at the same time, accompanied by the MIP

Remittance Summary Form discussed in Paragraph 2-8A. 

 2. Payment When Due.  The mortgagee remits one-twelfth of the

annual premium each month, regardless of whether it was

received from the mortgagor.  Annual reconciliation is still

required. 

  <top>
 3. Premium Remittance Summary, Form HUD-2748 (Appendix 2). 

This summary is to be submitted monthly (even if no payment

accompanies it) so long as the mortgagee services any

insured mortgages subject to
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 "periodic" MIP.  (Payment must always accompany the form if

the "Payment When Due" option described in Paragraph 2-8A2

is selected.  There should be no accompanying payment if the

"Payment as Received" option is used and there were no

payments from mortgagors in the preceding month). 

 The summary requires the following:

 a. allocating the total MIP remitted with the premium

anniversary months of all of the mortgages represented;

 b. providing summary totals of all mortgage activity

during the preceding month; and

 c. certifying that the remittance is complete. 

* 4.  Collection of Late Charges and Interest Due on Periodic

Payments.  A new automated billing system for the collection

 of late charge and interest due on monthly premiums

 (excluding Risk-Based premiums) is being implemented.  The

 new system generates a bill for all outstanding late charges

 and interest for delinquent or late payments each month. 

 (Note: a bill will not be generated until the total

 accumulated late charges and interest due equals or exceeds

 $25).  This new system does not change the due date for

 remittances or the current procedures for assessing or

 calculating late charges or interest.  *

  <top>
 NOTE:Only one form will be accepted from a mortgagee in

any one month.  Detailed instructions are provided

on the reverse of the form.  Computer-printed

facsimiles are acceptable.  Mortgagees can

reconcile MIP on magnetic tape by calling (202)

619-8397. 

 B. MIP.  "Periodic" MIP is paid to HUD monthly, using either the

"Payment as Received" or "Payment when Due" options described

below.  The method of payment must be indicated with each

remittance by completing the "Certification" section of Form

HUD-2748, Premium Remittance Summary, (Appendix 2).  The method

of payment indicated in the "Certification" section may be

changed by the mortgagee from "a" to "b" at the mortgagee's

option.  However, if the mortgagee wishes to change from "b" to

"a", permission from HUD Headquarters must be requested in writing.  Requests must be

directed to:

 U.  S.  Department of Housing and Urban Development

 Director, Insurance Operations Division

 451 7th Street, SW

 Washington, DC 20410

 Regardless of the option chosen by the mortgagee, payments are

due by the tenth of the month following receipt (or expected

receipt) from the mortgagor.  A 4 percent late charge is due if

the payment is received by HUD after the 13th of the month in

which due.  Payments received by HUD after the last day of the

payment month shall include an interest charge at an annual

percentage rate announced periodically by the Secretary.  This

interest is in addition to the late charge, but the late charge

is not included in the amount on which the interest is computed. 

  <top>
 C. Taxes.  (24 CFR 203. 550(a)). 

 1. It is the mortgagee's responsibility to make escrow

disbursements before bills become delinquent.  Mortgagees

must establish controls to insure that bills payable from

the escrow fund or the information needed to pay such bills

is obtained on a timely basis. 

 2. Early Payment.  Bills should be paid early to take advantage

of discounts when it is to the mortgagor's benefit, but

mortgagees are not expected to advance their own funds to

take advantage of discounts.  However, mortgagees are

expected to advance their own funds in order to assure that

taxes are paid, to avoid penalties and/or the assessment of

interest.  If a bill is not received within a reasonable

time before the known payment due date, the mortgagee is

responsible for contacting the billing agency, and the

mortgagor if necessary, to obtain the bill or the

information needed to pay such bills. 

 3. Penalties Assessed to Mortgagors.  Penalties for late tax

bill payments shall not be charged to the mortgagor unless

it can be shown that the late payment was the result of the

mortgagor's error or omission. 

<top>
 NOTE:Where tax authorities refuse to provide anyone

other than the homeowner a copy of the tax bill,

whether due to tax authority policy, or State or

local law, mortgagees must still attempt to obtain

copies of the tax bill from the mortgagor and the

taxing authority and document its efforts to

obtain such tax information before a penalty is

passed on to the mortgagor. 

 4. Tax Service.  HUD has no objection to the mortgagee

contracting with tax service organizations to manage the

payment of taxes.  No cost of contracting for this service

may be passed on to the mortgagor. 

 D. Hazard Insurance.  While HUD does not require mortgagors to carry

hazard insurance, the mortgage does permit mortgagees to require

it.  If the mortgagee requires the mortgagor to purchase hazard

insurance, the mortgagee must escrow for the payment of renewal

premiums. 

 The mortgagee remits the renewal premium when it is due or if the

mortgagor is required to pay the renewal premium, the mortgagee

must escrow the funds until there is sufficient funds in the

account to pay the premium or the mortgagee may advance the funds

to pay it.  When the mortgagee elects this option, it must renew

the same type of policy that had been carried by the mortgagor

previously.  Where necessary, the mortgagee is expected to

advance funds in order to maintain the same coverage. 

 E. Flood Insurance.  Must be escrowed, if coverage is required. 

(See Paragraph 2-11E2). 

 F. Homeowners Policies/Long-Term Policies/Life or Disability and

Insurance Protecting only the mortgagee.  (See Paragraph

2-11E3-6). <top>
2-9 SURPLUSES AND SHORTAGES IN ESCROW ACCOUNTS (24 CFR 203. 550(b)).  A

surplus exists when the balance in the escrow account exceeds the

balance as stated in Paragraph 2-6B.  A shortage exists either when

the balance in the account is negative (an actual shortage) or when

the amount being collected is expected to create an actual shortage at

some time in the future (an accrual shortage).  When the escrow

account is analyzed in accordance with 24 CFR 203. 550(b), any surplus

or shortage must be refunded to or 

collected from the mortgagor as provided for in the security

instrument. 

If there is a surplus, the mortgagee must advise the mortgagor of the

amount and of the methods for adjusting the surplus as described below

unless the mortgagee chooses to issue a lump-sum cash refund.  (See

Paragraph 2-9A1d). 

This notice to the mortgagor must be provided in such a way as to

leave no doubt that the mortgagor was advised of the options available

to adjust the surplus.  It can be provided as a part of the notice

that a surplus exists, or it can be incorporated in regular billing

communications with the mortgagor.  If it is included in coupon books

or other types of payment billings, it must be separate from the

coupons themselves and should be in a format that makes it likely it

will be read before the coupons. 

  <top>
 A. Methods Of Adjusting Surplus.  If there are mortgage

delinquencies, late charges, delinquent payments, or other fees

and charges properly due to the mortgagee, they may be collected

from the escrow surplus before considering the options discussed

below.  (HUD considers this type of application as a cash refund

to the mortgagor and the mortgagor must be advised of this fact. )

The mortgagee may not, however, maintain intentional surpluses by

overestimating requirements so that the funds can be applied in

this manner. 

 In addition, a refund from an escrow surplus may only be applied

to outstanding late charges as a last resort after a mortgagee

has first used the mechanism for enforcement of late charges

provided in 24 CFR 203. 554, and the mortgagor has failed to pay

the amount due. 

 NOTE:If a "cushion" is maintained in accordance with

Paragraph 2-7C, that "cushion" may not be increased,

beyond what is acceptable under RESPA, to make funds

available for application to charges due the mortgagee

as provided for here. 

 1. Cash Refund In A Lump Sum to the Mortgagor.  A cash refund

is to be made in a lump sum if:

 a. it is permitted under the terms of the security

agreement;

 b. the mortgagor specifically requests it; or 

 c. the mortgagor fails to indicate how to apply the

surplus, the mortgagee must automatically provide the

mortgagor with a cash refund.  The mortgagee must not

retain the funds. 

 d. the mortgagee chooses not to advise the mortgagor of

the options available to adjust the surplus. 

 2. Application to Regular Monthly Payments or to Principal

Curtailment.  The surplus may be applied to the regular

monthly mortgage payments (application to the next full

monthly installments due until the surplus is exhausted) or

to the prepayment of principal if the mortgagor so directs. 

 3. Application to Reduce Future Mortgage Payments.  This is

often referred to as "spreading" the surplus.  The most

common period over which the surplus is spread is the twelve

months ending at the next scheduled analysis, but any period

is acceptable.  Mortgagees must be aware that when the

surplus is substantial, this method may create problems if

the property is sold to an assumptor.  The purchaser may be

unaware that a relatively low monthly payment quoted him is

not the actual payment, but rather a reduced one based on

the surplus.  This method may be used only with the

permission of the mortgagor.  HUD does not object to the

mortgagee issuing coupon books which reflect reduced

payments resulting from the surplus as long as a letter to

the mortgagor is included with the coupon book which advises

the mortgagor of the (1) amount of the surplus, (2) the

options available to adjust the surplus, (3) an explanation

that by using the coupons the mortgagor approves the reduced

payment method and (4) that if another option is preferred,

the mortgagor must contact the mortgagee to change the

method and order new coupons. 

 4. A Combination of the Methods Described In 1 and 3, above. 

With the mortgagor's permission, a portion of the surplus

may be refunded in a lump sum and the remaining portion of

the surplus may be apportioned over a future period. 

 B. Methods Of Adjusting Actual Or Accrual Shortages.  The mortgagee

may not begin foreclosure when the only default of the mortgagor

is a failure to pay a substantial escrow shortage in a lump sum (24 CFR 203. 550(d)). 

Shortages should be adjusted in accordance with the following:

  <top>
 1. Lump Sum.  The mortgagee may request a lump sum payment from

the mortgagor to pay the shortage.  After making the

request, however, the mortgagee must be prepared to offer a

second option if the mortgagor is unable to make the regular

mortgage payment and the extra lump sum shortage amount. 

 2. Addition to Future Monthly Payments.  The mortgagee may

permit the mortgagor to pay the shortage in monthly

installments over a period of time.  When this method is

applied, the first application of any payment above the

regular monthly mortgage payment received from the mortgagor

is to repay the mortgagee's advance. 

 3. Combination of Adjustments 1 and 2.  The mortgagee may

require a partial lump-sum payment with the balance due in

monthly installments. 

 C. Mortgages Insured Under Section 235.  Both surpluses and

shortages discovered by analysis of Section 235 escrow accounts

require adjustment of the assistance payments before any refund

or collection involving the mortgagor.  (For detailed

instructions, see Chapter 10. )

  <top>
2-10 PROVIDING LOAN INFORMATION (24 CFR 203. 508). 

 A. Statement of Escrow Account (24 CFR 203. 508(a)).  At the

mortgagor's request, mortgagees shall furnish a statement of the

escrow account sufficient to permit the mortgagor to reconcile

the account.  Mortgagees are to respond promptly to such requests

and provide information in a clear and understandable form. 

 B. Statement For Income Tax Purposes (24 CFR 203. 508(c)).  By

January 30 of each year, the mortgagee must furnish the mortgagor

with a statement of taxes and interest paid during the preceding

calendar year (24 CFR 203. 508(c)).  HUD takes no position on the

income tax impact of these amounts. 

 If the mortgage is insured under Section 235, the statement must

also include an accounting of the total 

 amount of assistance paid by HUD and applied to the account

during the preceding year (24 CFR 235. 1001).  This Section 235

Statement may be a part of the escrow accounting or may be in a

separate statement accompanying the Income Tax Statement (See

Paragraph 10-35B).  The mortgagee may either:

 1. report the excess of interest payments over assistance

payments during the year, or

 2. report both the total interest and assistance payments

during the year. 

  <top>
 NOTE:This Income Tax Statement must include or be

accompanied by a statement which includes substantially

the following language:

"If you itemize deductions on your income tax returns,

please read this notice.  Under Section 1. 163-1(d) of

Federal Income Tax Regulations, you, as the mortgagor,

may deduct for Federal income tax purposes only that

part, if any, of mortgage interest payments made during

the year that exceeded the amount of assistance

payments made by HUD during the year.  You are urged to

contact your tax advisor or State and local tax offices

for guidance regarding the deductibility of payments on

your State or local income tax returns. "

2-11 INSURANCE COVERAGE. 

 A. Mortgagor's Choice Of Insurance Carrier.  Mortgagors must be

permitted to choose their own hazard insurance company.  The

mortgagor must also be permitted to choose the type and amount of

coverage. 

 If the mortgagor fails to obtain coverage after having been

notified of his/her obligations and options, the mortgagee may

force coverage (select the carrier and type) and require the

mortgagor to pay the premium.  If this results in an advance of

the mortgagee's funds to pay premiums which are not repaid by the

homeowner, there may be an adjustment of the amount reimbursed in

a subsequent claim for mortgage insurance benefits. 

 If the mortgagor fails to renew when it is his or her

responsibility to do so, and the mortgagee forces 

 replacement coverage, the mortgagee is not required to place more

coverage than is necessary to protect the mortgagee's interest. 

 B. Amount Of Coverage.  The mortgagee may not insist on more

coverage than is necessary to protect its investment.  The effect

of coinsurance and actual cost value provisions of policies may

be considered in determining this amount.  If the mortgagor

chooses to insure the property for more than the minimum amount

required by the mortgagee, he/she must be permitted to do so, and

renewal premiums for the entire amount must be escrowed. 

 C. Reasonable Rate - Insurance coverage must be obtained by the

mortgagee at a reasonable rate.  A "reasonable rate" is defined

for these purposes as the lesser of two following rates.  If only

one of the following rates are available, it will be considered

to be the reasonable rate. 

 1. Coverage available under a Federally-approved FAIR (Fair

Access to Insurance Requirements) Plan, also known as the

FAIR Plan rate. 

 2. A rate not more than 25 percent in excess of the rate set or

advised by the principal State-licensed rating organization

for essential property insurance in the voluntary market. 

 If a State has neither a rating organization nor a FAIR Plan,

local HUD Managers must approve rates as "reasonable" if they

determine that they are in line with rates for comparable

coverage on comparable properties in another State which has a

rating organization or FAIR Plan. 

*If one of the three criteria identified above cannot be

established, HUD will reimburse an amount not greater than 125%

of the premium paid by the mortgagor prior to cancellation for

fire insurance coverage unless HUD determines that the reasonable

rate as defined in (a) or (b) above was less.  *

 D. Mortgagee Option.  There may be reasons for the mortgagee to

continue coverage initially placed by the mortgagor in amounts or

with coverages that are more than necessary to protect the

mortgagee.  The "coverage necessary to protect its investment" referred to in the preceding

paragraphs should be interpreted to include those situations. 

 If, in the mortgagee's opinion, it is necessary to continue

coverage (and advance mortgagee funds to do so), for example, in

order to avoid liability to the mortgagor, the mortgagee is free

to do so.  Advances of funds to pay for insurance covering other

than the dwelling, however, may not be recoverable in a claim for

mortgage insurance benefits. 

  <top>
 E. Types Of Coverage. 

 1. Dwelling Insurance.  This coverage is written in several

forms and is most commonly the minimum required by

mortgagees.  HUD will reimburse mortgagees in claims for

advances to pay premiums on any form of dwelling insurance

required or forced by the mortgagee in accordance with

Paragraph 2-11B and C. 

 2. Flood Insurance.  HUD shall be furnished evidence of flood

insurance as a condition of insuring the mortgage in special

flood hazard areas, and insurance must be continued in force

for the life of the mortgage or so long as such coverage

remains available unless the area in which the property is

located is no longer considered a flood hazard area. 

Mortgagees should contact the local HUD Field Office in

connection with the applicability of this requirement in a

given area. 

 HUD requires that flood insurance be maintained on any

property falling within Special Flood Hazard Areas A (with

suffixes) or V (with suffixes) on Flood Hazard Boundary Maps

and Flood Insurance Rate Maps.  In areas designated B and C

(with suffixes), insurance is available but not required by

HUD (although mortgagees may require it under the same terms

and conditions as those that apply to other dwelling

insurance). 

 NOTE:The maps referred to are available from the

Federal Emergency Management Agency (FEMA) and all

mortgagees should have them, 

probably in their underwriting departments.  Most

appraisers also have the maps or have access to

them. 

  <top>
 Should flood insurance be required on a property due to

rezoning after the mortgage has been closed, the mortgagee

is responsible for enforcing this requirement once it has

been imposed. 

 3. Homeowner's Policies.  These may include coverages not

directly related to the property which cover personal

liability, personal property, etc.  If the mortgagor wishes

this added coverage and the mortgagee finds it acceptable,

the full renewal premium may be collected and handled as

described in Paragraph 2-6.  If the combined coverage is

included in one premium payment, then HUD expects mortgagees

to escrow and disburse that amount. 

 4. Long-Term Policies.  If the mortgagor chooses to purchase a

policy with a term of more than one year, and the carrier

and amount are otherwise acceptable to the mortgagee, the

mortgagee may not reject the policy solely because of its

term.  The mortgagee may deal with renewals in either of two

ways:

 a. immediately begin collecting a monthly amount

calculated to make funds available 30 days before the

policy expires to pay for renewal with the same policy

term; or

 b. defer collection of monthly escrows until 13 months

before the expiration date of the policy and then begin

collecting each month one-twelfth of the renewal

premium for a policy providing similar coverage, but

for a one year term. 

 NOTE:If the mortgagor wishes to renew for a longer

term, he/she may be required to make a lump sum

deposit to escrow of the additional amount

required to pay the renewal premium with the

mortgagee 30 days before the expiration date of

the present policy.  If the additional deposit is

not made, the mortgagee may renew the policy for

one year 

and continue to escrow as for a one-year policy. 

 5. Life or Disability or Optional Coverage Income Policies.  The

mortgagee may not require the mortgagor to purchase policies of

this type as a condition of receiving an insured mortgage. 

 a. Requirements.  The standard mortgage form may not be amended

to make the payments on this type of insurance an obligation

under the mortgage or to make a failure to pay premiums a

condition of default.  Mortgagees may not in any way state

or imply that a failure to pay premiums on these types of

coverage might create a default or result in collection

action or foreclosure. 

 b. Handling Payments.  Premiums for this type of coverage may

be collected with the regular monthly mortgage payments, but

mortgagees must maintain their records so that these

elements are identified separately from any other element of

the payment.  They may not be deposited in the same bank

accounts as other escrow payments. 

 Mortgagees are not required to itemize the mortgagor's

monthly contribution for these escrow items on payment

coupons.  However, the escrow account statement, which must

be furnished to mortgagors upon request, must be itemized to

reflect these items.  (24 CFR 203. 508(c)). 

 If the mortgagee capitalizes, these funds may be deposited

in the same bank account as other funds related to the

mortgage, but there must be a clear separate accounting for

them, and advances of mortgagee funds to pay premiums may

not be capitalized.  That is, when premiums are paid, the

amount added to the unpaid principal balance may not be

greater than the amount actually collected for these

purposes and earlier deducted from principal, regardless of

the amount of the premium paid.  

 These premiums are applied after all other elements of the

payment and, if the payment does not include all or a part

of the premium, the mortgagee may not treat the failure to

pay as a failure to pay a part of the mortgage payment in

its dealings with the mortgagor.  Collection of unpaid

premiums must be clearly separated from the collection of

any unpaid mortgage payment. 

 c. Advancement of Funds.  Advancing funds for payment of

premiums for life and disability income or other optional

insurance shall not be charged against the escrow account

and shall not be recovered by the mortgagee in any claim for

mortgage insurance benefits. 

 d. Section 235 Mortgages.  Premiums for these types of

insurances may not be used as a part of the mortgage payment

in computing the Formula One assistance payments. 

 6. Insurance Protecting Only the Mortgagee.  Mortgagees carry

insurance of various sorts that protect only the mortgagee.  In

some cases, these policies cover damage to the dwelling, in

others they do not.  Regardless of the nature of the insurance,

if it provides no protection to the mortgagor, no part of the

cost of the protection may be passed on to the mortgagor. 

Reimbursement may also not be requested for these premiums when

filing a claim for insurance benefits. 

  <top>
 CHAPTER 3.  AMENDMENTS AFTER THE MORTGAGE HAS BEEN INSURED

3-1 GENERAL.  The mortgagee and mortgagor may agree to change the mortgage

 instruments or otherwise change the nature of the obligation or the

 security after the mortgage has been insured.  (See Chapter 8 with

 regard to forbearance agreements. )

 NOTE: Mortgagees are reminded that when making decisions as to

 whether a change should be made to an existing mortgage,

 they are expected to abide by the Fair Housing Act, the

 Equal Credit Opportunity Act, Executive Order 11063, and HUD

 regulations issued pursuant to these authorities, prohibit

 discrimination in all phases of mortgage lending, including

 discrimination in revisions to existing mortgages and in the

 treatment of mortgages on which payments may or may not be

 current.  Prohibited basis of discrimination include: race,

 color, religion, sex, handicap, familial status, national

 origin, age and public assistance as a source of income. 

  <top>
 A.  Changes Not Requiring HUD Approval. 

 1.  A modification (recasting) when the recasting is limited to

 the remaining term of the mortgage or to a term extending

 not more than 10 years beyond the original maturity date and

 the requirements of 24 CFR 203. 614(b)(1) are met:

 a.  the mortgagor does not own other property subject to a

 mortgage insured by the Secretary; and

 b.  the default was caused by circumstances beyond the

 control of the mortgagor. 

 2.  A reduction of interest rate (see Paragraph 3-6). 

 3.  A partial release of security resulting from condemnation

 when the requirements of 24 CFR 203. 389(n) are met.  (See

 Paragraph 3-3. )

 4.  A change of location after insurance in emergency

 circumstances.  (See Paragraph 3-4. )

  <top>
 B. Changes Requiring HUD Approval. 

 1. Extension of term of a recast mortgage for more than 10

years beyond the original maturity date. 

 2. A modification (recasting) when the requirements of 24 CFR

203. 614(b)(1) are not met (see A1a and b above). 

 3. A partial release of security not resulting from

condemnation, or when the requirements of 24 CFR 203. 389(n)

are not met. 

 4. A change of location after insurance in other than emergency

circumstances.  (24 CFR 203. 343)

 5. The mortgage payment is increased over $100 per month, the

mortgage term is decreased, and the mortgage is 3 years old

or less. 
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3-2 RECASTING (MODIFYING) A MORTGAGE (24 CFR 203. 342 and 203. 616).  When

(1) a mortgage is in default, (2) certain criteria are met and (3) a

mortgagor and mortgagee are in mutual agreement, the amortization

provisions of the mortgage may be modified by recasting the total

unpaid amount due under the mortgage (also, see Paragraph 8-6).  This

unpaid amount then becomes the new original principal balance due over

the remaining term of the mortgage loan or a longer term. 

If a mortgage has been pooled, the mortgagee is advised to first check

the requirements of the agency which has securitized the mortgage. 

 A. Purpose.  The reason for recasting (modifying) the mortgage is to

cure a delinquency when a mortgagor does not have the financial

ability to reinstate his mortgage by paying a sum in addition to

the regular monthly mortgage payment sufficient to bring the

mortgage current over a reasonable period of time as in a

forbearance agreement or an assignment of the mortgage to HUD. 

Rather than permit this delinquency to continue indefinitely or

to initiate foreclosure, the mortgagee (with the agreement of the

mortgagor) has the option of recasting (modifying) the mortgage. 

Recasting may be refused at the sole discretion of the mortgagee. 

 B. Criteria - When HUD Approval Is Not Required.  A mortgagee may

permit a recasting of a mortgage without HUD approval when all of

the following circumstances exist:

 1. the default was caused by circumstances beyond the control

of the mortgagor;

 2. the mortgagor does not own other property subject to a

mortgage insured by the Secretary; and

 3. the recasting is limited to the remaining term of the

mortgage or a term extending not more than ten (10) years

beyond the original maturity date. 

 NOTE: Documentation that these conditions were met must be

retained for HUD review.  A claim may be curtailed if

such documentation cannot be provided upon request. 

 C. Criteria - When HUD Approval Is Required.  Prior HUD approval is

required in order to recast a delinquent mortgage when:

 1. the term is extended more than 10 years beyond the maturity

date of the original mortgage, or

 2. the mortgagor has more than one property subject to a

mortgage insured by the Secretary. 

 NOTE: The modification agreement may be effective when

executed or upon the termination of a forbearance

period. 

 D. To Obtain HUD Approval.  The following shall be forwarded to the

HUD Field Office having jurisdiction over the mortgaged property:

 1. the proposed recasting (modification) agreement or amended

note (the original and one copy);

 2. the calculation of the recast principal amount, if

applicable, and the new monthly payment; and

 3. a letter explaining:

 a. the reasons for the delinquency; 

 b. the need for extending the maturity of the note more

than 10 years; and/or

 c. the need for recasting the mortgage of a mortgagor

owning another property with a mortgage insured by the

Secretary. 

 NOTE: The Field Office manager's approval will be indicated on the

copy of the agreement or amended note.  If approval is not

warranted, the agreement or amended note will be returned

with a letter of explanation.  (Appendix 3 shows a sample

letter to HUD, Appendix 4 shows a sample Recasting Agreement

and Appendix 5 shows how to calculate the recast principal

amount and new monthly payment. )

 E. How Recasting Can Be Accomplished.  Recasting may be accomplished

by:

 1. amendment of the original note with all parties initialing

all changes made to the original note; or

 2. execution of a recast (modification) agreement by all

parties concerned. 

 F. Amount Of Recast Mortgage. 

 1. Included is the total unpaid amount due and payable under

the mortgage (i. e. , principal, interest, escrow items, late

fees, etc. ) which becomes the new original principal amount

of the mortgage (24 CFR 203. 616 and 203. 342). 

 NOTE: Under no circumstances may the recanting agreement

increase the interest rate.  Also, note that any

unpaid escrow items added to the principal must be

credited to the mortgagor's escrow account. 

 2. Excluded are:

 a. any legal or administrative costs attributable to the

recasting, since these costs are not due and payable

under the mortgage, though they may be collected

separately from the mortgagor; and 

 b. any revision of periodic (monthly) MIP payments. 

 NOTE: A recasting (modification) of the mortgage

has no effect on the one-time MIP or on

periodic MIP payments.  Monthly MIP payments

must continue to be calculated based on the

original amortization provisions of the

mortgage (24 CFR 203. 261). 

 G. Recordation Of Lien.  The mortgagee is responsible for the legal

steps required to accomplish the recasting and for ensuring that

the mortgage remains a valid first lien against the property. 

 H. Notification To HUD (24 CFR 203. 616(b)).  When HUD approval is

not required, the mortgagee shall notify the local HUD Office

with jurisdiction over the property of a modification within 30

days of the execution of the modification agreement. 

 I. Documentation Required.  Documentation must be retained for HUD

review and/or to be provided upon request by HUD (and/or its

agent) showing:

 1. the criteria for recasting (modifying) a mortgage with or

without HUD approval, as appropriate, were met;

 2. the calculation of the recast principal amount and the new

monthly payment amount; and

 3. proof that any unpaid escrow added to the new principal

amount was credited to the mortgagor's escrow account. 

 J. Submission Of Claim To HUD.  If and when a claim for insurance

benefits [HUD-27011 (Appendix 6)] is filed:

 1. a copy of the recast (modification) agreement executed by

both parties (or the modified credit instrument with all

changes initialed by all parties) must accompany the claim;

 2. the instructions issued by HUD for properly filling out the

claim form (HUD-27011) for a recast mortgage must be

followed; and 

 3. if requested, documentation must be submitted to show that

the required criteria for recasting were met. 

3-3 PARTIAL RELEASE OF SECURITY.  All requests for HUD approval must be

submitted in writing, in duplicate form, to the local HUD Field Office

having jurisdiction over the mortgaged property.  The mortgagee shall

be notified in writing of the local HUD Office's decision. 

 NOTE:The mortgagee remains responsible for assuring that HUD's

insured mortgage remains a valid first lien on the mortgaged

property after the release has been accomplished. 

 A. When HUD's Approval Is Not Required (24 CFR 203. 389(n)).  HUD

approval is not required for the voluntary or involuntary

conveyance of a part of the property as the result of

condemnation or in lieu of condemnation (also, see Paragraph

3-1A) if the following conditions are met:

 1. the part being conveyed does not exceed ten percent of the

area of the mortgaged property;

 2. there has been no damage to existing structures or other

improvements, and there in no unrepaired damage to sewage,

water, or paving;

 3. any compensation that may have been received has been

applied to reduce the unpaid principal balance of the

mortgage;

 4. the voluntary or involuntary conveyance occurred after the

mortgage was insured;

 5. if a claim for mortgage insurance benefits is filed, it is

accompanied by the mortgagee's certification that the

requirements of this paragraph have been met. 

 NOTE:If any of the conditions in this paragraph are not not,

HUD approval is required prior to any portion of the

security being released. 

 B. When HUD Approval Is Required (24 CFR 203. 343(a)).  Letters

requesting HUD approval are to be submitted in duplicate form to

the HUD Field Office having
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 jurisdiction over the mortgaged property.  The request letter

must be accompanied by the following:

 1. a statement as to the present status of the mortgage;

 2. the amount of the unpaid principal balance;

 3. the due date of the last unpaid installment and, if the

mortgage is delinquent, the number of delinquent payments;

 4. a list of unpaid special assessments (if any) and the

amounts owed for each;

 5. a complete legal description of the portion of the secured

property to be released;

 6. the mortgagor's reasons for asking the mortgagee to make the

release;

 7. a description of the contemplated use for the land to be

released;

 8. the monetary consideration, if any, to be received by the

mortgagor;

 9. the amount of contemplated prepayment, if any;

 10. any contemplated restrictions to be imposed on the land to

be released;

 11. a survey or sketch of the property showing the dimensions of

the portion to be released, the location of existing and

proposed improvements, and the relation of the property to

surrounding properties;

 12. plans and specifications, including cost estimates, of any

alterations proposed for the remaining property after the

release; and

 13. the FHA/HUD case number of the mortgaged property. 

 C. Notification To HUD. 

 1. Within 30 days of the record of the release of security, the

mortgagee will submit a written notification to the HUD

Field Office having
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 jurisdiction over the property advising the release has been

completed.  When appropriate, this notification will also

advise the amount in which the outstanding principal balance

has been reduced. 

 2. If a claim is filed for insurance benefits, it must be

accompanied by the HUD Field Office approval and the

mortgagee must also state the amount in which the

outstanding principal balance has been reduced. 

3-4 CHANGING THE LOCATION OF EXISTING IMPROVEMENTS (STRUCTURES).  After

the mortgage is insured, it may become apparent that the value of the

secured property can be protected or enhanced by moving the

improvements from the lot on which the appraisal and approval for

mortgage insurance was based. 

 A. Situations Favorable For Relocation.  Examples of situations

favorable for the relocation of existing improvements

(structures) may include, but are not limited to, the following

situations:

 1. where a property is being condemned or sold for use in

connection with public purposes (such as highways, water

reservoirs, etc. ,) only the use of the land may be needed

for the public purpose which would allow the existing

improvements on this land to be moved economically to

another lot;

 2. after the mortgage is insured, it may be discovered that a

title defect, zoning, setback restriction, etc. , may

adversely affect the value of a property and the

improvements would be more valuable if relocated;

 3. because of a problem not apparent before the mortgage was

insured (such as a soil condition, drainage, etc. ,) the

existing improvements could be more valuable if they were

moved to another lot or location; and/or

 4. following an earthquake or other disaster, it may be

determined that a structure which has sustained little if

any damage should be relocated.  If the lot is located on or

near a geological fault or is otherwise adversely affected

by the disaster, continued occupancy of the property may be

hazardous. 
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 B. Relocation Changes Not Requiring HUD Approval.  The only time HUD

approval is not required for relocating existing improvements

(structures) is in an emergency situation where immediate action

must be taken by the mortgagee if the safety of the occupants

and/or the undamaged condition of the existing improvements are

to be preserved.  (See Paragraph 3-1A). 

 1. Financing and Risk Involved in Relocation Changes. 

 a. Financing.  Obtaining the financing for the relocation

is the responsibility of the mortgagor and/or the

mortgagee. 

 b. Risk.  All risk of damage to the house or failure to

complete the move to an acceptable location is borne by

the mortgagee.  When a temporary move becomes

necessary, the mortgagee should ask the Manager of the

appropriate HUD Field office, in writing, prior to the

move, for written assurance that the mortgage insurance

will not be affected adversely during the move. 

 2. Required Notification Of A Permanent Relocation.  Within 30

days of the completion of the relocation change, the

mortgagee will submit written notification to the HUD Field

Office having jurisdiction over the mortgaged property

advising the relocation has been completed.  This

notification will also provide the following:

 a. the FHA/HUD case number of the mortgaged property;

 b. the address and legal description of the lot the

structure had been moved from and the address and legal

description of the lot to which the structure has been

permanently moved;

 c. a statement from the mortgagee that any damage to the

property before, during, and after the move will be

repaired at no cost to HUD (24 CFR 203. 343);

 d. a statement that the lien of the insured mortgage has

been extended to cover the new lot; that the mortgage

is a good and valid lien on
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 the new lot; and that the old lot has or has not been

released from the lien;

 e. a statement that the original note is in full force and

effect;

 f. the outstanding balance of the insured mortgage and its

status; and

 NOTE:If the mortgage in delinquent, provide the

number of payments and dollar amount of the

delinquency and an explanation of how the

delinquency is expected to be cured. 

 g. a statement indicating:

 (1)that the new lot is in an area known to be

reasonably free from natural hazards; or

 (2)whether the new lot is located in a flood plain

and, if it is in a flood plain, whether:

 (a)the community participates in the Federal

flood Insurance Program; and/or

 (b)the property will be insured against floods. 

 3. Required Notification Of A Temporary Relocation.  In

addition to the information required in the preceding

paragraph, the mortgagee shall provide HUD within 30 days of

the completion of the temporary relocation the following

information:

 a. the address and legal description of the temporary lot;

 b. a statement that:

 (1)the move to the temporary lot has been

accomplished; and

 (2)all damages caused by the temporary move have been

or will be repaired at no cost to HUD. 

 C. Relocation Changes Requiring HUD Approval.  Except in the

emergency situations described below, HUD approval is required. 

Approval is requested by letter, in duplicate, including the

following:

 1. the FHA/HUD case number;

 2. address and legal description of both the present location

and the proposed location of the improvements to be moved;

 3. a statement, signed by both mortgagor and mortgagee,

acknowledging that the movement is at their risk, not HUD's;

 NOTE:The mortgagor and mortgages are encouraged to

insure or otherwise protect their interests during

the move. 

 4. a statement that:

 a. the lien securing the insured mortgage will remain a

good and valid first lien during and after the move;

 b. the new lot will be added to the lien before the move;

and

 c. that the old lot will be released from the security

after the move. 

 NOTE:Any documentation changing the nature of the

lien is to be forwarded to HUD after the move

has been completed and the appropriate

substitute documents have been recorded. 

 5. a statement indicating:

 a. that the new lot is in an area known to be reasonably

free from natural hazards; or

 b. whether the new lot is located in a flood plain and, if

it is in a flood plain, whether:

 (1)the community participates in the Federal flood

Insurance Program; and

 (2)the property will be insured against floods. 

3-5 DECREASE IN MORTGAGE TERM AND INCREASE IN MONTHLY PAYMENT.  Often

mortgagees wish to offer alternate options of payment to mortgagors to

enable the mortgage to be paid-in-full at an earlier date.  For

example, when a mortgagor prepays a portion of the mortgage and/or

agrees to pay an additional amount each month in order to pay the

mortgage in full at an earlier maturity date, the mortgagee will, in

return, offer a reduced interest rate.  To accelerate the maturity of

a loan, the monthly mortgage payment may be increased and the mortgage

term decreased by mutual agreement of mortgagee and mortgagor.  Such a

modification may be made if the mortgage is current, the payment

history is fully satisfactory, the mortgagee has determined that the

higher payment is within the mortgagors, ability to pay, and the

following conditions are met. 

 A. When HUD Approval Is Required.  If the monthly mortgage payment

is increased over $100 per month and/or the mortgage is three

years old or less, HUD approval is required. 

 B. Reversion Is Permitted.  The modification agreement must contain

a clause which will permit reversion to the original mortgage

terms if it is determined that such reversion can salvage the

account and prevent a foreclosure. 

 C. Mortgagor Certification.  The modification agreement must contain

a certification by the mortgagors stating that they are aware of

the positive and negative aspects, and have voluntarily agreed to

the increased payments. 

3-6 REDUCTION OF INTEREST RATE.  Modifications providing only for a

reduction of interest rate (either by amendment or by the creation of

new documents), do not require HUD approval.  If the amendment or new

instruments make any other changes, however, approval may be required

as discussed in Paragraph 3-1A. 

3-7 REFINANCE TRANSACTIONS.  (For detailed information refer to HUD

Handbook 4155. 1 REV-4, Mortgage Credit Analysis for Mortgage Insurance

On One-to-Four Family Properties). 

 CHAPTER 4.  FEES AND CHARGES AFTER ENDORSEMENT

4-1 ACCEPTABLE FEES AND CHARGES - GENERAL (24 CFR 203. 552).  HUD

 regulations specify that the mortgagee may collect "reasonable and

 customary" fees and charges from the mortgagor after the mortgage is

 insured and as authorized by HUD. 

 A.  Fee Basis.  The basic rule governing all the amounts shown in

 this chapter that may be charged for a service is that all fees

 must be:

 1.  "reasonable and customary" for that area of the country; and

 2.  based on actual cost of the work performed (including actual

 out-of-pocket expenses); and

 3.  within the maximum amount allowed by HUD. 

 NOTE: Under no circumstances may a post-endorsement fee or

 charge be based upon a percentage of either the face

 amount or the unpaid principal balance of the mortgage. 

 B.  Fee Regulators.  Services for which a fee may be assessed and the

 amounts that may be collected from mortgagors are either

 established by HUD regulations, HUD Headquarters, HUD Regional

 Offices and/or HUD Field Offices having jurisdiction over the

 mortgage and in accordance with the Federal National Mortgage

 Association (FEMA) fee schedules.  (See Paragraph 4-8. )

 NOTE: A mortgagee may be in violation of HUD regulations

 should it be collecting a fee (regardless of when the

 fee is actually collected) for:

 1.  a service which in not specifically authorized in

 Paragraph 4-1C; or

 2. a service not authorized in advance by one of the

fee regulators above. 

 3. charging a fee that does not comply with the rule

stated in Paragraph 4-1A. 

 4. a service for which a fee is prohibited (Paragraph

4-12). 

 C. Services For Which Charges May Be Assessed.  A "reasonable and

customary" fee (determined in accordance with Paragraph 4-1A) may

be assessed for the following services:

 1. late charges as set forth in Paragraph 4-2; (Established by

the security instrument). 

 2. processing and reprocessing checks in accordance with

Paragraph 4-3 which have been returned as uncollectible;

(Established by HUD Regional Offices). 

 3. processing a change of ownership by assumption in accordance

with Paragraph 4-4; (Established by HUD Headquarters). 

 4. processing a change of ownership involving review of the

assumptor's credit, with or without release of the original

mortgagor from liability in accordance with Paragraph 4-4;

(Established by HUD Headquarters). 

 5. substitution of hazard insurance policies at a time other

than at the expiration of an existing policy in accordance

with Paragraph 4-5; (Established by HUD Regional Offices). 

 6. modification (recast) of the mortgage involving formal,

recorded documents in accordance with Paragraph 4-6;

(Established by the local HUD Field Offices). 

 7. processing partial releases of the security in accordance

with Paragraph 4-7; (Established by the local HUD Field

Offices). 

 8. attorney and trustee fees associated with mortgagor

reinstatement in accordance with Paragraph 4-8A;

(Established by the Federal National Mortgage Association

(FNMA) Schedule of Standard Attorney's and Trustee's Fees). 

The Department considers the FNMA fee schedule to be

reasonable and customary. 

 NOTE:allowable attorney fees with respect to Claims for

Insurance Benefits are established by

Headquarters. 

 9. annual service charges in accordance with Paragraph 4-9;

(Established by HUD Headquarters). 

 10. trustee and recording fees associated with satisfaction

referred to in Paragraph 4-10; (Established by the local HUD

Field Offices). 

 11. property inspections and preservation expenses as referred

to in Paragraph 4-11; (Established by Regional HUD Offices). 

 12. FAXing of payoff statement, upon request, (Established by

HUD Headquarters.  See Paragraph 4-12C2. )

* D.  Services For Which Charges May Be Assessed After Established

Number Of Times Has Been Exhausted.  HUD has established the

number of times a service can be provided at no charge to the

mortgagor.  After the established number of times has been

exhausted, each time a service is performed, the cost can be

charges to the mortgagor.  The following services with

established fees are considered reasonable and customary for all

sections of the country. 

 1. Providing a copy of the mortgage or deed of trust: if the

copy is a duplicate of what had already been provided to the

mortgagor, a maximum fee of $10 is allowable. 

 2. Providing a copy of the mortgage note: if the copy is a

duplicate of what has already been provided to the

mortgagor, a maximum fee of $10 is allowable. 

 3. Providing a copy of the settlement statement, gift letters

and other documents: a maximum fee of $10 is allowable. 

 4. Providing a new amortization schedule other than the

schedule provided at closing: a maximum fee of $15 is

allowable. 

 5. Incorporating a borrower's name change into the servicer's

loan system: since this service is

 considered a routine servicing function, no fee is approved. 

 6. Providing payoff statements: no charge may be made for the

first two such statements provided per calendar year; the

mortgagee may charge $10 for providing each additional

statement requested. 

 7. Faxing any payoff statement (upon request of mortgagor): a

maximum fee of $5 is allowable. 

 8. Providing replacement coupon books: a maximum fee of $5 is

allowable. 

 9. Re-analyzing escrow accounts and providing new coupon books:

since these are normal servicing functions no fee is

allowable. 

 10. Providing a payment history to the mortgagor (other than the

current year and one prior year): a maximum fee of $5 is

allowable. 

 11. Verifying the mortgage to prospective creditor: this covers

requests from other lenders to verify the status of an

existing loan (typically in connection with a refinance

application).  A $20 fee is allowed as long as the mortgagor

has given the new lender a written authorization for the

release of the information to the new lender and for the

fee. 

 12. Providing duplicate year-end statements: a maximum fee of

$5 is allowable. 

 13. Processing and/or reprocessing of checks returned as

uncollectible: if a State has a set fee, a mortgagee may

charge up to the maximum amount; otherwise, the maximum

allowable fee is established by HUD Regional Offices.  *  <top>
4-2 LATE CHARGES (24 CFR 203. 25).  Assessment of a late charge is intended

only to reimburse the mortgagee for the added expense of collection

activities and to serve as motivation to the mortgagor to make timely

payments (also, see Paragraph 7-7F). 

 A. Date Late Charge May Be Assessed.  HUD regulations 24 CFR 203. 25

and the security instrument provide the mortgagee with the option

of collecting a late charge if a payment is received by the

mortgagor more than 15

days after the due date, the first day of the month, (i. e. , the

payment is received by the mortgagee after the 16th of the mouth

in which it is due). 

 EXAMPLE: Installment Due Date = March 1

 Mortgage Is Delinquent = March 2

 15th Day After Installment

 Due Date; = March 16

 Earliest Date Late Charge

 May Be Assessed = March 17

 NOTE:A late charge may not be assessed against a Payment

UNTIL the 17th of the month which is the 16th day after

the installment due date. 

 B. Mortgagee's Option To Assess Late Charges.  HUD does not require

that a mortgagee enforce the late charge provision of the

security instrument.  However, if the mortgagee chooses to assess

a late fee on a delinquent payment, HUD expects it to prudently

exercise this option and the late fee assessment must conform to

the requirements set forth under Paragraph 4-2. 

 C. Percentage That May Be Assessed (24 CFR 203. 25). 

 1. Amount.  The actual percentage of the monthly payment that

the mortgagee may collect is governed by the regulations,

security instrument, and state law. 

 a. Mortgages Insured Before January 1, 1977.  Security

instruments of mortgages insured before January 1,

1977, provide for a late charge of up to two percent of

each payment in arrears. 

 b. HUD regulations (24 CFR 203. 25) provide for a maximum

charge of four percent of each payment that is in

arrears.  Older mortgages using post-1976 HUD forms

generally provide for a four percent charge in the

security instrument.  More recent forms prepared by

private sources to conform to current HUD requirements

provide for the late charge in the note; HUD does not

suggest any amount other than one that conforms to the

regulations.  In all cases, the late charge stated in

the note or security instrument
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 shall prevail unless it exceeds four percent. 

 NOTE:If a mortgage is insured under Section 235, the late

charge may be assessed against the mortgagor's portion

of the monthly payment only. 

 D.  Computing Late Charges.  Late charges are computed on

* the full monthly payment (Principal, interest, taxes

 and insurance) due from the mortgagor in the month of *

 computation.  Previously uncollected late charges may not be

added to the monthly payment due when computing the present late

charge.  Multiple delinquent payments are considered separately,

with a late charge computed on each individual monthly payment. 

 NOTE:When the mortgage is insured under Section 235, OR the

mortgage is subject to a buy-down, only the mortgagor's

portion of the monthly payment is used when computing a

late charge. 

 E. Advance Demand Notice (24 CFR 203. 554).  Before a mortgagee may

enforce the obligation to pay a late charge or before the

mortgagee may return a mortgage payment to the mortgagor for

failing to include the late charge amount, the mortgagor must

have been provided an advance notice (see Paragraph 4-2F).  This

advance notice may be in the form of:

 1. a monthly payment coupon issued to accompany the mortgagor's

monthly payment; or

 2. an individual monthly billing statement which was issued to

accompany the mortgagor's monthly payment. 

 3. a written demand to the mortgagor to pay the late charge. 

 F. Content Of Advance Notice.  In order to comply with HUD's

requirement, the advance notice sent to the mortgagor must

provide the following information:

 1. the due date of the payment;

 2. the amount of the regular monthly payment;

 3. the date on which the late charge will be imposed; and
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 4. the amount of the late charge (or the full amount now due

which consists of the regular monthly payment plus the late

charge amount). 

 G. Application Of The Late Payment (24 CFR 203. 554).  If a monthly

payment is received on or after the 17th of the month in which it

is due and does not include the late charge, the late charge may

not be deducted from that monthly payment.  That payment must be

applied in the order set forth in 24 CFR 203. 24 as follows:

 1. to MIP, if any;

 2. to other escrow items;

 3. to interest;

 4. to principal; and

 5. to late charges. 

 H. Application Of Subsequent Payments To Unpaid Late Chargers) (24

CFR 203. 554(b)).  Once the demand notice has been sent to the

mortgagor, if the late charge is not included in the subsequent

payment, the mortgagee may treat that payment, or any subsequent

payment, in accordance with HUD's partial payment rules.  (See

Paragraph 7-9. )

 I. Waiver Of Late Charges.  Mortgagees are expected to exercise good

judgment when levying late charges.  When the reason for the late

payment is due to the mortgagee's failure to perform or due to

circumstances obviously beyond the mortgagor's control,

mortgagees are expected to waive the late charges. 

 J. Default/Foreclosure Due To Unpaid Late Charge (24 CFR

203. 554(a)).  A mortgage is technically in default if a late

charge is not paid within 30 days after it becomes due.  However,

foreclosure action may not be initiated on a HUD-insured mortgage

when the only delinquency is:

 1. unpaid late charges that are due on the account; and/or

 2. unpaid monthly payments that remain unpaid because the

mortgagee did not comply with the partial payment rule and

refused to accept a subsequent
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 payment which was insufficient to pay the full amount due

including late charges from the previous month or months. 

 K. Surplus Escrow Application To Delinquency (24 CFR 203. 550(b)). 

Should a delinquency exist (due to unpaid late charges and/or

monthly payments) and an escrow surplus is discovered when

performing the annual escrow account analysis, this escrow

surplus may be applied to offset all or a portion of the

delinquency.  Application of surplus escrow funds in this manner

shall be considered as a cash refund to the mortgagor in

accordance with Paragraph 2-8A.  However, this is a method of

last resort; a mortgagee should first use the mechanism provided

in the regulations for enforcement of late charges as discussed

in H.  above. 

 A letter shall be sent to the mortgagor explaining the

application of the surplus escrow funds if all the surplus is

used toward the delinquency.  If only a portion of the escrow

surplus is needed to cure the delinquency, the letter shall give

the mortgagor the opportunity to select the method for adjusting

the remaining portion of the escrow surplus as shown under

Paragraph 2-4D. 

4-3 UNCOLLECTIBLE CHECKS.  Where a mortgagor's bank policy permits a check

must be presented for payment and returned unpaid twice before it can

be deemed "uncollectible".  When the check is returned to the

mortgagee unpaid the second time, a fee may be assessed on the

returned check. 

4-4 ASSUMPTIONS. 

 A. Maximum Allowable Fees.  Fees for processing assumptions must be

based on the mortgagee's actual costs and cannot exceed the

maximum amount authorized in this Handbook.  (See Chapter 6 for

requirements concerning assumptions. ) The maximum amounts

allowed by HUD for processing various types of assumption are as

follows:

 1. "Simple" Assumptions.  Where no credit checks are required,

the maximum fee that may be charged is $125. 00. 

 2. Assumption With A Release of Liability.  Where a credit

check is required, the maximum fee that may be charged in

$500. 00. 
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 3. Section 235 Assumptions. 

 a. Assumption Without A Release of Liability and Where

Assistance Is Requested But Disapproved.  Where no

credit checks are required and the mortgagor applies

for assistance but is not considered eligible for

Section 235 subsidy the maximum fee that may be charged

is $140. 00. 

 b. Assumption Without A Release of Liability and Where

Assistance Is Requested and Approved.  Where a credit

check is not required and the Section 235 subsidy will

be terminated, the maximum fee that may be charged is

$185. 00. 

 c. Assumption With A Release of Liability and Where

Assistance Is Not Requested or Approved.  Where a

credit check is required and the Section 235 subsidy

will be terminated, the maximum fee that may be charged

is $500. 00. 

 d. Assumption With A Release of Liability and Assistance

Is To Continue.  Where a credit check is required and

the Section 235 subsidy will continue on behalf of the

assumptor, the maximum fee that may be charged is

$500. 00. 

 4. Section 143 of the Internal Revenue Code of 1986.  HUD does

not permit additional fees for ensuring that mortgage

revenue bond mortgages, when assumed, comply with

requirements of the subject Code. 

 B. Allowable Charges Separate From Processing Fee.  Additional fees

that may be assessed for items in connection with an assumption

which are not included in the processing fee referred to in

Paragraph 4-4A are as follows:

 1. Credit Reports and Verification of Employment.  Fees or

charges for such things as credit reports and verification

of employment that must be collected by the mortgagee and

passed through, may be assessed in addition to the amounts

stated in Paragraph 4-4A for assumption processing fees. 

These fees are non-refundable. 

 2. Execution of Release Form.  Should a co-mortgagor or former

mortgagor request that he/she be provided an executed

release of liability form (i. e. , Form HUD-92210. 1, Approval

of Purchaser and Release of
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 Seller) (Appendix 7) separate and apart from the actual

processing of the creditworthiness review (with or without

Section 235 subsidy involvement), the maximum fee that may

be charged for the preparation and execution of this

additional document is $45. 00. 

 NOTE:A Form HUD-92210. 1, prepared at the same time a

creditworthiness review is performed, is included

in the maximum $500 fee.  An additional fee of

$45. 00 may only be assessed should a co-mortgagor

(or a previous assumptor) come in at a later date

and ask for an executed Form HUD-92210. 1 as

evidence that he/she also had been released during

a previous creditworthiness review. 

 C. Circumstances Governing Refund Of Processing Fees.  In the event

a mortgage is not assumed, processing fee refunds are to be made

in accordance with the following:

 1. if the assumptor's credit is rejected and HUD's consent to

release from liability is denied, the entire processing fee

may be retained by the mortgagee;

 2. if the assumptor's credit is approved but the closing of the

sale does not occur for reasons beyond the control of the

assumptor, the mortgagee is to refund one-half of the

collected fee. 

4-5 SUBSTITUTION OF HAZARD INSURANCE POLICIES.  When the mortgagor

arranges for a change of insurance coverage at a time other than the

normal time for renewing the hazard insurance policy, the mortgagee

may charge a reasonable and customary fee (set by the Regional Office

having jurisdiction over the mortgage) for handling the replacement

policy. 

 NOTE:This does not apply to an assumption where the new mortgagor

prefers to use a company and/or agent other than the one

used by the former mortgagor, even if it does not fall

within the normal time for renewing the policy on that

particular mortgaged property. 

4-6 MODIFICATION (RECAST) OF MORTGAGES.  Where a mortgagee grants relief

to a defaulting mortgagor by modifying (or recasting) the mortgage, a

fee, considered by the local HUD Field Office to be "reasonable and

customary" for that area
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of the country, may be assessed for processing and recording the

modification. 

4-7 PARTIAL RELEASE OF SECURITY.  Costs involved in processing partial

releases of the security (whether as a result of condemnation or of

voluntary action by the mortgagor) are the mortgagor's responsibility

and may be passed on to the mortgagor.  However, any costs passed on

to the mortgagor must be in an amount that is considered by the local

HUD Field Office to be "reasonable and customary" for that service in

that area of the country. 

4-8 ATTORNEY'S AND TRUSTEE'S FEES - MORTGAGOR REINSTATEMENT

* (24 CFR 203. 552 (a)(9)).  When a mortgage is referred to

 foreclosure and is later reinstated, and where bankruptcy

 related services occur, mortgagees can collect fees from

 the mortgagor in accordance with the Federal National

 Mortgage Association (FNMA) Schedule of Standard Attorney's

 and Trustee's Fees in effect on the date the legal action

 is instituted.  The Department considers the FNMA fee

 schedules to be reasonable and customary.  *

 A. Legal fees may be collected from the mortgagor only when the

mortgagee has made its "decision to foreclose" and has instructed

the attorney to initiate legal action. 

 NOTE:It is HUD's position that, if the attorney is required

to ask the mortgagee's permission to proceed further at

any stage of the foreclosure once the case is referred

to the attorney, the "decision to foreclose" has not

been made by the mortgagee. 

Where the "decision to foreclose" has not been made, no

legal fee may be passed on to the mortgagor for any

work that was performed prior to the mortgagee making

its "decision to foreclose". 

 B. The amount passed on to the mortgagor must be the "actual amount

incurred" by the mortgagee and must be in accordance with the

FNMA fee schedules.  In order to pass on this cost, neither the

attorney nor the trustee performing the service can be a salaried

member of the mortgagee's and/or servicer's staff. 

 C. Mortgagees shall not charge mortgagors an administrative and/or

reinstatement fee in connection with the reinstatement of their

mortgage. 
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 NOTE:Attorney and trustee fees associated with filing a claim for

insurance benefits when a mortgage is not reinstated are

discussed in Paragraph 9-5C. 

4-9 ANNUAL SERVICE CHARGES (24 CFR 203. 23(c)).  For mortgages insured as

the result of an application submitted before July 17, 1961, with an

original principal amount of no more than $9,000, the mortgagee may

collect a monthly service charge of no more than one-half of one

percent per annum of the average unpaid principal balance if provided

for in the security instrument. 

4-10 TRUSTEE'S AND RECORDING FEES FOR SATISFACTIONS (24 CFR 203. 552). 

 A. Trustee's Fee (24 CFR 203. 552(a)(11)).  If the security

instrument specifically provides for the payment of a trustee's

fee for the execution of a satisfaction, release or trustee's

deed when the debt is paid in full, the mortgagee may charge a

fee for that service.  However, the fee must be an amount that is

considered by the local HUD Field Office to be "reasonable and

customary" for that service in that area of the country. 

 B. Recording Fee (24 CFR 203. 552(a)(12)(iv)).  In those states where

a mortgagee is not required by law to record the satisfaction,

the mortgagee may charge a fee.  However, the fee must be one

that is considered by the local HUD Field Office to be

"reasonable and customary" for that service in that area of the

country.  (See Paragraph 4-12C for satisfactions required by

State law. )

4-11 PROPERTY INSPECTIONS/PRESERVATION (24 CFR 203. 377).  Mortgagees are

charged with the responsibility of taking reasonable action to protect

and preserve vacant and abandoned properties until foreclosure can be

completed and title conveyed to HUD in accordance with HUD

regulations.  In the event of reinstatement, the mortgagee may pass on

the costs of such action. 

 A. If A Mortgage Is Reinstated.  Costs of property inspections

and/or preservation may be recovered from the mortgagor provided

all of the following conditions are met:

 1. the mortgage is reinstated;
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 2. the fee is not inconsistent with HUD's requirements;

 3. the fee is not inconsistent with state law;

 4. the fee is not inconsistent with the security instruments;

and

 5. the costs are considered by the Regional Office to be

reasonable and customary" for such services. 

 B. If A Claim Is Filed With HUD.  The mortgagee shall be reimbursed

in accordance with HUD claims policies for costs of property

inspections and/or preservation.  See Chapter 9, Paragraph 9-9A2. 

4-12 PROHIBITED FEES AND CHARGES (24 CFR 203. 552(a)(12)).  There are some

services a mortgagee may not charge the mortgagor.  These services are

listed below:

Fees and Charges Specifically Prohibited by HUD Regulations (24 CFR

203. 552(a)(12)).  Fees and charges listed below are prohibited:

 A. Charges For Servicing Activities.  Mortgagees may not charge

mortgagors for the cost of telephone calls, telegrams, personal

visits with the mortgagor, or other activities that are normally

considered a part of a prudent mortgagee's servicing activity. 

 B. Fees For Tax Services.  The mortgagee's use of an independent

contractor such as a tax service to furnish tax data and

information necessary to pay property taxes and in some

circumstances to make the payments on behalf of the mortgagee. 

 C. "Satisfaction", "Reconveyance", Or "Termination" Fees.  Except as

provided for in Paragraph 4-10, no fee may be collected for:

 1. preparing and providing evidence of satisfaction,

reconveyance or termination of the mortgage;

 2. providing information essential to the satisfaction, such as

preparing a payoff statement; Although mortgagees may not

charge for the payoff statement, if FAXing of the statement

"is requested," a fee of $5 is permitted.  (See Paragraph

4-1C12)
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 3. recording the satisfaction of the mortgage in states where

recordation is the responsibility of the mortgagee. 

 D. Attorney's Fees.  No charge may be made for any legal service

provided by an attorney who is a salaried member of the

mortgagee's and/or servicer's staff. 

 E. Trustee's Fees.  No charge may be made for any service performed

by a trustee who is a salaried member of the mortgagee's and/or

servicer's staff. 

 F. Fees Based On Fee Amount Or Unpaid Balance (24 CFR 203. 552(b)). 

No fee or charge shall be based on a percentage of either the

face amount of the mortgage or the unpaid principal balance due

on the mortgage. 

4-13 OTHER FEES AND CHARGES (24 CFR 203. 552(12)).  The local HUD Office or

Headquarters may be asked to rule on any fee or charge or unusual

service not specifically mentioned in this Handbook.  The

determination will be based on what is reasonable and customary in the

area.   <top>
CHAPTER 5.  PREPAYMENTS - TERMINATIONS - MIP REFUNDS AND DISTRIBUTIVE SHARES

5-1 GENERAL. 

 A.  Prepayments (24 CFR 203. 22(b) and 203. 558(a)).  HUD regulations

 24 CFR 203. 22(b) provides for the prepayment of HUD-insured

 mortgages either in part or in full without penalty.  HUD

 regulations 24 CFR 203. 558 permit the mortgagee to accept

 prepayment in any amount at any time, so long as interest is

 calculated on the actual unpaid principal balance of the debt. 

 B.  Voluntary Termination Of Mortgage Insurance (24 CFR 203. 295). 

 Mortgage insurance may be voluntarily terminated at any time as

 long as both the mortgagor and the mortgagee agree to the

 termination.  However, mortgagors are to be made fully aware that

 by electing to terminate the mortgage insurance, they are also

 electing to forego all future HUD assistance and relief measures

 to which they were previously entitled. 

 C.  Disclosure Statements (24 CFR 203. 9 and 203. 558(f)).  Section 329

 of the Cranston-Gonzalez National Affordable Housing Act requires

 that effective August 22, 1991, mortgagees shall provide to

 mortgagors at closing, as well as annually, a written Disclosure

 Statement of the amount outstanding on the loan and describe the

 requirements that the mortgagor must fulfill upon prepayment of

 the mortgage to prevent accrual of any interest on the mortgage

 after the date of prepayment. 

 The annual Disclosure Statement provided by the mortgagee must

 contain the amount outstanding under the mortgage which includes

 the total of principal, interest, penalties and late charges and

 advances, information which is generally available in automated

 systems.  Also, any other charges related to the loan and

 foreclosure or bankruptcy expenses incurred to date under the

 mortgage must be included in the amount provided on the

 disclosure statement.  Because this amount could change after the

 date of the statement, the disclosure is supplemented by a

 statement which indicates that the amount provided is subject to
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 further accounting adjustments along with the note that any

 payments received or advances made to the account before the

 stated expiration date will change the amount provided. 

 The Disclosure Statements must be used in the formats shown in

 Appendices 8 (A and B).  The basic disclosure language is

 necessary because it pertains to the mortgagee's rights under the

 mortgage.  The mortgagee must insert the appropriate mortgagee

 option language and the appropriate date for mortgages insured

 before and after August 2, 1985. 

 Mortgagees may use a checklist arrangement for the inserts and

 options on each form.  But, mortgagees must be certain to check

 the appropriate boxes to avoid any confusion on the part of the

 mortgagor. 

 NOTE: Mortgagees which will accept a prepayment with or

 without advance notice and/or accept payment on other

 than the installment due date and not charge any

 additional interest, may supplement the language, as

 appropriate, to inform mortgagors of its practice and

 its legal rights as reflected in the mortgage

 instrument.  None of the HUD-required language should

 be deleted. 

 The mortgagee may provide the annual disclosure

 statement along with the end of year statement (24 CFR

 203. 508(c)), subject to any IRS prohibitions.  It is

 not required that the mortgagee provide the annual

 disclosure at that specific time.  The disclosure

 statement can be inserted in the same envelope with the

 end of year statement, but it must be a separate

* document.  A perforated attachment to the annual 1098

 Statement which highlights and delineates clearly the

 prepayment disclosure form from the 1098 would also be

 acceptable.  *

5-2 PREPAYMENT IN FULL (24 CFR 203. 558). 

 A. Mortgages Insured Prior To August 2, 1985 (24 CFR 203. 558(b)). 

The security instrument provides that the mortgagor may prepay

the mortgage in full on the first day of any month in the term of

the mortgage (i. e. , on an installment due date) without penalty

provided the mortgagee receives 30-day prior written notice of

intent to prepay. 
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 1. Mortgagee's Options.  If a prepayment is offered on other

than an installment due date, the mortgagee has the option

of:

 a. refusing to accept the prepayment until the first day

of the month following expiration of the 30-day notice

period as provided in the mortgage; or

 b. requiring the payment of interest to that date, but

only if the mortgagee so advises the mortgagor in a

form approved by HUD (an acceptable format is shown in

Appendix 8(C)) in response to the mortgagor's inquiry

or request for payoff figures, or upon receipt of the

prepayment amount from the mortgagor. 

 NOTE:The decision to require a 30-day prepayment notice

is up to the mortgagee.  HUD regulations (24 CFR

203. 558(a)) permit the mortgagee to accept a

prepayment any time in any amount as long as

interest on the debt is calculated on the actual

unpaid principal balance of the mortgage. 

 2. Interest Calculations (24 CFR 203. 558(a)).  HUD regulations

require that interest on the debt be calculated on the

actual unpaid principal balance of the mortgage. 

 Examples are given below as to how to determine the date to

which a mortgagee is entitled to collect interest in

connection with a prepayment. 

 a.  EXAMPLE #1: Notice and Prepayment Required According

 To The Terms Of The Mortgage. 

 (1)Written notice of intent to prepay is received by

the mortgagee on October 20;

 (2)Mortgagee immediately furnishes mortgage balance

data and notice of its payoff policy to the

mortgagor (and his/her agent);

 (3)30 days advance notice runs from October 20 to

November 17; (See Paragraph 5-2D, below for

calculations)
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 (4)Next installment due date (after 30-day notice

period expires) is December 1;

 (5)Payoff is received on November 10;

 (6)Mortgagee has the privilege of:

 (a)refusing to accept the prepayment until

December 1; or

 (b)accepting the payment and charging interest

to December 1. 

 b.  EXAMPLE #2: Written Notice Given Less Than 30 Days

Before Prepayment AND Mortgagee Fails To

Respond To Mortgagor With Prepayment

Policy. 

 (1)Written notice of intent to prepay was received by

the mortgagee on January 15;

 (2)Mortgagee failed to (or chose not to) advise

mortgagor and his or her agent of its prepayment

policy and the procedures which must be followed;

 (3)Payoff was received on February 1;

 (4)Mortgagee must accept the prepayment on February 1

as the required disclosure was not sent to the

mortgagor.  (Interest may only be charged to

February 1). 

 c.  EXAMPLE #3: No Written Notice Given To Indicate

Mortgagor's Intention To Prepay. 

 (1)April 15 mortgagor tendered payment in

full--without giving the mortgagee prior written

notice of intent to prepay;

 (2)April 15 would be considered the date written

notice of intent to prepay was received;

 (3)Mortgagee would have the option of:
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 (a)responding to the mortgagor's action (i. e. ,

the tender of the payment in full) with a

written statement advising of its prepayment

policy--this would enable the mortgagee to

either:

 (i)defer the acceptance of the prepayment

until June 1; or

 (ii)accept the payment and charge interest

through June 1;

 (b)accept the prepayment on April 15 (the date

the payoff was tendered by the

mortgagor)--this would limit the collection

of interest to April 15. 

 3. Non-disclosure Penalty.  Any mortgagee that fails to meet

the disclosure requirements shown in Paragraph 5-2C below

must forfeit the interest collected for any period after the

date the prepayment is received. 

 B. Mortgages Insured On Or After August 2, 1985 (24 CFR 203. 558(c)). 

Mortgages insured on or after August 2, 1985, shall not require

30 days advance notice of prepayment even though the mortgage

security instrument states otherwise. 

 Mortgagors may, without penalty, prepay the mortgage in full on

the first of any month in the mortgage term without giving the

mortgagee any notice (oral or written) of intent, regardless of

what the mortgage security instrument may state. 

 1. Mortgagee's Options.  If the prepayment is offered on other

than an installment due date, the mortgagee has the option

of:

 a. refusing to accept the prepayment until the next

installment due date (i. e. , the first of the next

month); or

 b. requiring the payment of interest to the next

installment due date but only if the mortgagee so

advises the mortgagor in a form approved by HUD (See

Appendix 8(C) for an acceptable sample) in response to

the mortgagor's, (or
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 his/her agent's) inquiry or request for payoff figures,

or upon receipt of the prepayment amount from the

mortgagor. 

 2. Non-disclosure Penalty.  Any mortgagee that fails to meet

the disclosure requirements shown in Paragraph 5-2C below

must forfeit the interest collected after the date the

prepayment is received. 

 C. Disclosure.  When a mortgagee receives information indicating

that a mortgagor intends to prepay the insured mortgage in full

on a specific date in the future, the mortgagee must disclose the

procedures that must be followed with respect to the payoff and

must explain how the amount of the prepayment has been

determined.  Otherwise, the mortgagee must forfeit any interest

collected after the date of prepayment. 

 This disclosure must include, but need not be limited to, an

explanation pointing out that:

 1. unlike principal (which is paid in the current month's

mortgage payment), interest earned by the mortgagee the

previous month must be paid in the next month's mortgage

payment since the interest must be earned by the mortgagee

before it is owed by the mortgagor; and

 2. the interest being charged to the next installment due date

with regard to prepayments is in fact interest that was

earned the previous month and has yet to be paid by the

mortgagor. 

 NOTE:A copy of the payoff statement and the disclosure

notice must be provided to the mortgagor directly even

though the mortgagee is dealing with an agent of the

mortgagor (such as a real estate agent, attorney,

broker, seller, title company, escrow agent, etc. ). 

 D. Effective Dates Of The Notice Of Intent And The Prepayment

Amount. 

 The effective date of the "Notice of Intent" to prepay is

considered to be the date the mortgagee's records indicate the

"Notice" was received by the mortgage company (regardless of what

office in that company
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 actually received it) unless the mortgagor can produce

documentation evidencing the "Notice" was received earlier.  The

30-day advance notice period begins on the date of delivery to

the mortgage company through the next 29 consecutive calendar

days. 

 E. When "Installment Due Date" Falls On A Non-Work Day (24 CFR

203. 558(d)).  When the installment due date (i. e. , the first day

of the month) falls on a non-work day, the mortgagor's Notice of

Intent to prepay and the receipt of the prepayment amount shall

be considered timely if received on the next working day. 

 F. Expiration Of Notice Of Intent.  Once received, a mortgagor's

Notice of Intent to prepay shall be considered as having met the

mortgagee's 30-day advance notice requirement for a minimum of 90

calendar days after receipt. 

 G. Escrow Balance Returned To Mortgagor.  When the mortgage

insurance is terminated without payment of a claim for insurance

benefits (i. e. , payment in full) the remaining funds held in

escrow for the payment of taxes and hazard insurance shall be

* released to the mortgagor promptly (i. e. , no later than 30

 calendar days after the payoff).  *

 EXCEPTION:An analysis must be performed in accordance with

Paragraph 10-20D3 on all Section 235 prepayments

in full prior to refunding any escrow money to the

mortgagors. 

 H. Section 235 Mortgages.  In addition to the other requirements

cited under Paragraph 5-2, for all Section 235 mortgages that are

prepaid in full, the following requirements apply:

 1. mortgagees must perform an analysis in accordance with

Paragraph 10-20D3 prior to refunding any escrow money to the

mortgagor as stated in the "Exception" cited in the

preceding paragraph; and

 2. mortgagees must determine in accordance with the

instructions outlined in Chapter 11 if the mortgage is

insured pursuant to a firm commitment issued after May 27,

1981 as to whether;

 a. the prepayment has triggered the recapture provision in

connection with HUD's Section 235 mortgage on the

property; and
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 b. the appropriate action has been taken as required by

Chapter 11. 

5-3 PARTIAL PREPAYMENT (24 CFR 203. 558).  The language cited in Paragraphs

5-1 and 5-2 apply to partial prepayments as well as prepayments in

full.  However, the application of partial prepayments varies from

that of applying prepayments in full. 

 A. Acceptable Methods Of Applying Partial Prepayments.  Partial

prepayments may be applied in any of the following ways, based on

the method agreed upon by the mortgagee and the mortgagor.  The

advantage of each method is also given below. 

 1. Making Advance Full Monthly Payments.  The mortgagor may

make one or more full monthly payments before they come due. 

The advantage to the mortgagor applying a partial prepayment

in this manner is that should he/she encounter financial

difficulty in the future, this would allow him/her to miss

an equal number of installments without creating a mortgage

default or incurring a late charge. 

 2. Applying Additional Payments Toward Reducing Principal and

Future Monthly Payments.  By applying additional payments to

reduce the unpaid principal balance, the new balance may be

reamortized over the remaining term of the mortgage and the

mortgagor's future payments will be reduced accordingly.  A

modification agreement may be necessary to accomplish this,

and the mortgagor must receive formal notification of the

mortgagee's willingness to accept the reduced payments. 

 EXCEPTION:This method of application cannot be used

with mortgages insured under Section 235

unless the assistance payments are recomputed

as described in Paragraph 10-12.  This method

of application will benefit the mortgagor in

the future as it would result in the

following:

 a. the mortgagor making smaller mortgage payments;
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 b. the acceleration of the maturity of the mortgage;

 c. the reduction in the amount of interest paid over the

term of the mortgage;

 d. affecting the manner in which mortgage payments are

applied;

 e. interest would be recomputed on the actual unpaid

principal balance, making the principal portion larger

and the interest portion smaller; and

 f. as the original amortization schedule would no longer

apply, a new amortization schedule would be required. 

 B. Effects On Mortgage Insurance Premiums (24 CFR 203. 261). 

Regardless of any partial prepayments, delinquent payments,

agreements to postpone payments or agreements to recast the

mortgage, the MIP collected must follow the original payment

schedule of the mortgage established at the time it was insured. 

5-4 TERMINATIONS.  When insurance is terminated without a claim for

mortgage insurance benefits, the mortgagee must submit Form

HUD-27050-A, Mortgage Insurance Termination (Appendix 9) or its tape

equivalent to report the termination (24 CFR 203. 318). 

 A. Submit Form HUD-27050-A or its tape equivalent within 15 calendar

days whenever:

 1. the mortgage is paid-in-full, either at or before maturity;

(24 CFR 203. 316)

 2. the mortgagee and mortgagor mutually agree to voluntary

termination of the mortgage insurance (24 CFR 203. 317); or

 3. the mortgagee has acquired title to the property but decides

not to convey title to HUD and submit a claim (24 CFR

203. 315). 

 B. Magnetic Tape Submission.  If a mortgagee typically terminated 50

or more mortgages a month, HUD encourages

5-99/94

 4330. 1 REV-5

 submitting the data from Form HUD-27050-A on magnetic tape. 

 1. The data must be complete for each mortgage and must conform

to HUD data input formats.  Tapes should be sent to:

 Department of HUD

 Computer Management Division

 Room 4135

 451 7th Street, SW

 Washington, DC 20410

 2. HUD accepts no responsibility for errors or the correction

of errors.  HUD will return to the mortgagee a report of

unreconcilable errors. 

 3. Mortgagees may obtain additional information about tape

submissions from:

 Department of HUD

 Insurance Operations Division

 Systems Management Branch

 Room 2234

 451 Seventh Street, SW

 Washington, DC 20410

* C.  HUD's Reliance On Termination Data.  It is very important that

the mortgagee use the correct case number and the current

mortgagor name and current mailing address when submitting the

termination of mortgage.  HUD relies directly on this data to

locate and pay MIP premium refunds and/or distributive shares. 

 D. Compute the pro rated MIP due if a "periodic" premium was paid. 

(24 CFR 203. 319) The additional premium, if any, should be

included in the next monthly premium remittance.  *

5-5 MIP REFUNDS (24 CFR 203. 283). 

HUD will refund any portion of the "Up-front" premium that it did not

earn when the mortgage insurance is terminated without a claim for

mortgage insurance benefits.  (See Appendix 10, Homeowner's Fact Sheet

and Appendix 11, Application for Premium Refund or Distributive Share)
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* A.  The FHA Commissioner reviews the annual audit of FHA's Mutual

Mortgage Insurance Fund and determines how much premium to charge

for new loans and how much to refund (the rate at which the

"up-front" premiums is earned) when loans are terminated. 

 B. To compute the Premium Refund, obtain information on the MIP that

should have been paid and the first payment date from the

borrower's closing documents, the mortgage instrument, the

servicing mortgagee or from corrected Statement of Accounts that

were received that reflect adjustments to under and over

payments.  Use this information to complete the following steps:

 1.  List the "up-front" MIP amount: $_________

 2. Determines the period of insurance

 in months: _________

 3. Select the premium factor

 (See Appendix 10A) by using the

 period of insurance in Step 2.  _________

 4. Compute the premium refund amount by

 multiplying line 1 times line 3.  $========= *

 NOTE:The period of insurance begins when the mortgage starts

to amortize, i. e. , 1 month prior to the first payment

due date of the mortgage, and ends at the end of the

month in which the mortgage is paid-in-full, assumed,

or refinanced.  For example, a mortgage with a first

payment due of April 1, 1991, that was paid-off on

January 15, 1993, has a period of insurance of 23

months (March 1991 - January 1993). 

No premium refund remains for mortgagors with a period

of insurance equal to or greater than 84 months. 

* C.  Notification To Mortgagors.  Whenever a mortgage that is an

obligation of the Mutual Mortgage Insurance Fund is originated or

terminated without a claim for mortgage insurance benefits, the

mortgage must notify the mortgagor of the possibility of

eligibility for a premium refund.  (Appendix 10 is FHA

Homeowners' Fact Sheet that may be used for this purpose. )
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 the mortgagor of the possibility of eligibility for a premium

refund.  (Appendix 10 is FHA Homeowners' Fact Sheet that may be

used for this purpose. )

 D. Assumptions.  When a mortgage is assumed, the insurance continues

in force; there is no refund of unearned premium.  If an

"up-front" MIP was financed as part of the original transaction,

the MIP remains a part of the unpaid balance of the assumed

mortgage.  If the "up-front" MIP was paid in full at closing by

the original mortgagor, the assumptor gains the benefit of that

payment unless negotiated otherwise by the seller and the

purchaser.  HUD will not be a party to this

 negotiation.  *

5-6 DISTRIBUTIVE SHARES.  HUD may also pay Distributive Shares under

certain conditions when mortgage insurance is terminated either at or

before maturity (24 CFR 203. 423) on mortgages that are obligations of

the Mutual Mortgage Insurance Fund (i. e. , most mortgages insured under

Section 203 and some mortgages insured under other sections. )

When insurance of one of these mortgages is terminated without a claim

for mortgage insurance benefits, the owner of the property at time of

termination may be eligible for a distribution from the Fund.  If so,

HUD will send a Form HUD-27050-B Notification of Premium Refund or

Distributive Share (Appendix 11) to the mortgagor at the address on

its records or to the address entered on the Form HUD-27050-A or its

tape equivalent.  The amount of the distributive share is determined

by HUD and is indicated on the Form HUD-27050-B. 

*Mortgages that terminated prior to November 5, 1990, may be eligible

for a distributive share if the mortgage insurance was in force for at

least seven years.  Eligibility is based on the characteristics of the

mortgages in their group. 

Mortgages that terminated on or after November 5, 1990, are not

currently eligible for a distributive share because of an amendment to

the National Housing Act (12 U. S. C.  1711) that prohibits the issuance

of distributive shares in any year that the operational goals of the

Mutual Mortgage Insurance Fund are not met.  *
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 the mortgagor of the possibility of eligibility for a

distributive share.  (Appendix 10 is FHA Homeowners' Fact Sheet

that may be used for this purpose. )

 B. Assumptions.  When a mortgage is assumed, the insurance continues

in force and no eligibility for distributive shares is

determined.  The owner(s) of the property at the time the

mortgage insurance is terminated are eligible for the

distributive share, if any. 

* C.  Statute Of Limitations On Distributive Shares.  Because of the

 amendment to Section 205(c) of the National Housing Act (12

 U. S. C.  1711(C)), effective October 28, 1993, HUD is no longer

 liable for unpaid distributive shares that remain unclaimed 6

 years from the date notification was first sent to the last known

 address.  *

5-7 RECORD KEEPING.  Mortgagees must maintain precise records related to

MIP for each mortgage serviced, including data on all MIP payments

since September 1, 1982, when monthly collection of MIP began.  These

records, covering mortgages in the portfolio, payments made, mortgages

acquired, sold and paid in full, voluntarily terminated, and subject

to claims, must be retained for at least three years after the

mortgage is removed from the portfolio. 

At the end of each year, the mortgagee's Independent Public Accountant

(IPA) must include in its statement related to its audit of the

mortgagee a certification that the mortgagee's procedures are adequate

to ensure compliance with HUD rules and regulations pertinent to the

payment of MIP. 

 A. Portfolio Reconciliations.  HUD may, from time to time, require

mortgagees to provide information adequate to permit

reconciliation of mortgagee records with HUD's.  This information

may include:

 1. identification of the mortgage;

 2. the amount of MIP due and paid to HUD for each mortgage for

each time period;

 3. the date insurance was terminated or servicing transferred,

if applicable; and
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 4. for mortgages acquired after September 1, 1982, the date

servicing was acquired. 

 NOTE:This information may be required for a specific

amortization anniversary month or for all mortgages in

the servicer's portfolio at the end of a specific

calendar month. 

 B. Payment Of MIP (24 CFR 203. 259).  Any MIP due HUD may be paid

either in cash or in debentures. 

 C. Mortgagee Responsibility.  A servicer acquiring servicing of an

insured mortgage becomes responsible to HUD for all MIP required

to be paid from origination of the mortgage.  It is the acquiring

mortgagee's responsibility to assure that any obligation to HUD

arising before the acquisition of servicing was discharged by the

former mortgagee.  HUD will not deal with originating mortgagees

or former servicers on issues related to the payment of MIP. 

 CHAPTER 6.  CHANGE OF MORTGAGORS (ASSUMPTIONS) OR SERVICERS AND SALE OF MORTGAGES

6-1 POLICY OF FREE ASSUMPTIONS WITH NO RESTRICTIONS.  Mortgagees must not

 impose, agree to or enforce legal restrictions on conveyances, or on

 assumptions, unless specifically permitted by CFR 203. 512, or

 specified in a junior lien granted to the mortgagee after settlement. 

6-2 ASSUMPTION RESTRICTIONS IMPOSED BY HUD.  HUD places certain

 restrictions on the assumption of insured mortgages originated since

 December 1, 1986.  Depending upon when the mortgage was originated,

 HUD or the DE mortgagee may have to review the credit of the person

 seeking to assume the mortgage. 

 A.  Mortgages originated before December 1, 1986, generally contain

 no restrictions on assumptions. 

 B.  Mortgages originated on or after December 15, 1989, require a

 review by the mortgagee to determine if a creditworthiness review

 of the assumptor is required.  Some mortgages also contain

 restrictions on assumptions when the assumptor will not occupy

 the home as a principal residence. 

 C.  Mortgages not included in Paragraphs A or B contain assumption

 restrictions that have expired. 

6-3 CREDIT REVIEW REQUIREMENTS

 A.  Policy of free assumability with no restrictions.  If approval is

 required by the mortgage, the mortgagee must not approve the sale

 or other transfer of all or part of the property, or the sale or

 transfer of a trust owning all or part of the property, whether

 or not any person acquires personal liability under the mortgage

 in connection with the sale or other transfer, unless:

 1.  At least one of the persons acquiring ownership is

 determined to be creditworthy under applicable standards

 prescribed by HUD;
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 2.  The selling mortgagor retains an ownership interest in the

 property; or

 3. The transfer is by devise or descent. 

 B. For mortgages originated prior to December 1, 1986, no

creditworthiness restrictions apply to these mortgages unless the

seller requests a release from liability. 

 C. Mortgagees should note that some mortgages executed between

December 1, 1986 and February 5, 1988, contain a requirement for

creditworthiness review that is not enforceable.  Mortgages from

this period are freely assumable despite any restrictions stated

in the mortgage. 

 1. The First 12 Months.  The first 12 months after execution

(closings) of the mortgage if the original mortgagor was an

owner-occupant who purchased the property as a primary or

secondary residence; or

 2. The First 24 Months.  The first 24 months after execution

(closing) of the mortgage if the original mortgagor

purchased the property as an investment. 

 NOTE:The above time frames have expired.  The information

has been printed for HUD's monitoring purposes. 

 3. Creditworthiness Review Required.  Assumption

creditworthiness processing must be completed within 45 days

from the date the mortgagee receives all the necessary

documents. 

 D. Mortgages subject to the restrictions of the Department of

Housing and Urban Development Reform Act of 1989.  The Act

applies to mortgages that are subject to:

 1. A conditional commitment or master commitment issued by HUD

on or after December 15, 1989;

 2. An appraisal report or master appraisal report signed by the

DE underwriter on or after December 15, 1989; and
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 3. A certificate of reasonable value or master certificate of

reasonable value issued by the Department of Veterans

Affairs on or after December 15, 1989. 

 4. Creditworthiness of the Assumptor.  Either HUD or the DE

mortgagee must find the assumptor creditworthy.  This policy

extends for the life of the mortgage and applies to:

 a. mortgagors who take title to the property subject to

the mortgage without assuming personal liability for

the debt;

 b. mortgagors who assume and agree to pay the mortgage. 

 5. Documentation Required For Creditworthiness Reviews.  See

Chapter 4-4 of HUD Handbook 4155. 1 REV-4, dated June 23,

1992, Mortgage Credit Analysis for Mortgage Insurance on

One-to-Four Family Properties, for additional information

about this requirement and additional provisions of the Act. 

 6. Creditworthiness Review Required.  Assumption

creditworthiness processing must be completed within 45 days

from the date the mortgagee receives all the necessary

documents. 

6-4 OWNER OCCUPANCY REQUIREMENTS AND EXCEPTIONS. 

 A. Investors And Secondary Residences.  Mortgagees must not approve

the sale or other transfer of a property to a person who cannot

be approved as a substitute mortgagor because the property will

not be a primary residence or a secondary residence. 

 B. Investor Restrictions. 

 1. Assumptions involving a Release of Liability.  An investor

who assumes a high ratio mortgage (1) originated by an

owner-occupant, and (2) pursuant to an original transaction

where the seller is being released from liability, must pay

down the mortgage to 75 percent loan-to-value (LTV) if the

original transaction involved:
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 a. a HUD Conditional Commitment;

 b. a HUD Master Conditional Commitment;

 c. a VA Certificate of Reasonable Value or Master

Certificate of Reasonable Value; or

 d. an Appraisal or Master Appraisal signed by a direct

endorsement underwriter on or after February 5, 1988. 

 2. Private Investor Restrictions - Restrictions of The HUD

Reform Act of 1989.  (Also See Paragraph 6-3D. ) Private

investors may only assume HUD-insured mortgages under the

following conditions:

 a. Section 203(K) rehabilitation mortgages where the

maximum loan-to-value ratio is 85 percent;

 b. HUD-owned properties where the maximum loan-to-value

mortgage for a one-family dwelling is 75 percent and 85

percent for a two-to-four family dwelling;

 c. using streamline refinancing without an appraisal;

 d. a member of the armed forces who is unable to occupy

the property due to a duty assignment;

 e. the ban on private investors does not apply to an

Indian tribe as provided in Section 248. 

 C. Secondary Residences.  Restrictions Of The Cranston-Gonzalez

National Affordable Housing Act Of 1990.  The Act prohibits HUD

from insuring a mortgage for a secondary residence and prohibits

the assumption of an FHA mortgage on property for intended use as

a secondary residence except for hardship exceptions approved by

HUD or under the conditions listed in Paragraph 6-4B2.  This

limitation on secondary residences is effective for mortgages

insured:

 1. pursuant to a conditional commitment issued on or after

January 27, 1991; or
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 2. pursuant to an appraisal report or master appraisal report

signed by a Direct Endorsement underwriter on or after

January 27, 1991; or

 3. pursuant to a Certificate of Reasonable Value or Master

Certificate of Reasonable Value issued by the Department of

Veterans Affairs on or after January 27, 1991. 

 D. Secondary residence means a dwelling:

 1. where the mortgagor maintains or will maintain a part-time

place or abode and typically spends (or will spend) less

than a majority of the calendar year;

 2. which is not a vacation home, and

 3. which the Commissioner has determined to be eligible for

insurance in order to avoid undue hardship to the mortgagor. 

A person may have only one secondary residence at a time. 

 E. Undue hardship means that affordable housing which meets the

needs of the mortgagor is not available for lease, or within

reasonable commuting distance from the mortgagor's home to his or

her work place. 

 F. Vacation home means a dwelling that is used primarily for

recreational purposes and enjoyment, and that is not a primary or

secondary residence. 

6-5 ENFORCEMENT OF CREDIT REVIEW AND OWNER-OCCUPANCY REQUIREMENTS. 

 A. Due-On-Sale Clause.  Each mortgage must contain a due-on-sale

clause permitting acceleration.  If a sale or other transfer

occurs without mortgagee approval and a prohibition in CFR

203. 512(b)(c), the mortgagee must enforce this requirement by

requesting approval from the local Field Office to accelerate the

mortgage provided that acceleration is permitted by law. 
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 B. The mortgagee shall accelerate if approval is granted.  This

applies only if the application by the mortgagor is dated on or

after December 1, 1986. 

 C. Acceleration of the Mortgage.  The mortgagee must contact the

local Field Office for guidance with respect to acceleration of a

mortgage if HUD assumption requirements are not met and the

homeowner cannot or will not comply with HUD's requirements at

the time the assumption is discovered. 

6-6 RELEASE OF LIABILITY. 

 A. The mortgagee must release a selling mortgagor from any personal

liability for payment of the mortgage debt, if permitted by CFR

203. 258, and in accordance with the following procedures:

 1. the mortgagee receives a request for a creditworthiness

determination for a prospective purchaser of all or part of

the property;

 2. the mortgagee performs a creditworthiness determination if

the mortgagee is approved for participation in the Direct

Endorsement program, or the mortgagee requests a

creditworthiness determination by the local Field Office. 

 3. the prospective purchaser is determined to be creditworthy

under the standards applicable when a release of the selling

mortgagor is intended;

 4. the prospective purchaser assumes personal liability by

agreeing to pay the mortgage debt; and

 5. the mortgagee provides the selling mortgagor with a release

of personal liability form. 

 B. Form HUD-92210/92210. 1.  HUD or the DE Mortgagee must complete

Form HUD-92210, Request for Credit Approval of Substitute

Mortgagor, (Appendix 15) if the assumptor is creditworthy. 

Execution of the form does not formally release the seller from

personal liability on the mortgage not. 
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 1. Execution of Form HUD-92210. 1, Approval of Purchaser and

Release of Seller, (Appendix 7) releases the seller or

former mortgagor from personal liability under the mortgage

note. 

 2. (For mortgages restricted by the 1989 Act. ) Mortgagees must

automatically prepare the release (Form HUD 92210. 1),

thereby releasing the original owner when he or she sells by

assumption to a creditworthy assumptor who executes an

agreement to assume and pay the mortgage debt, thereby

becoming the substitute mortgagor. 

 3. (For mortgages executed prior to December 15, 1989. )

 a. Mortgagees must process all former owners' written

requests for a formal release from liability (without

regard to the date of the mortgage). 

 b. Mortgagees must grant a release from liability if the

assumptor is creditworthy and executes a statement

agreeing to assume and pay the mortgage debt. 

 NOTE:Under an assumption by an investor the

mortgage must be first paid down to the

appropriate loan-to-value ratio.  (See HUD

Handbook 4155. 1 REV-4, Chapter 4. )

 c. This category or release from liability (for mortgages

executed prior to December 15, 1989) releases all who

have personal liability on the mortgage note except the

current (latest) owner who executed an agreement to pay

the mortgage debt and become the substitute mortgagor. 

 NOTE:The following applies only to mortgages with

a mortgagor application, dated on or after

December 1, 1986, but before December 15,

1989.  Mortgages resulting November 30, 1986,

or earlier are not subject to the release

from liability 5 years after assumption

requirement.  The

6-79/94

 4330. 1 REV-5

12 and 24 month creditworthiness requirement

for all mortgages in the above category

expired on December 15, 1991. 

 d. If the assumptor executes a statement to become the

substitute mortgage and pay the mortgage debt but no

release from liability is obtained at the time of

assumption, both the seller and assumptor are jointly

liable for 5 years at which time, if the mortgage is

current, the seller is automatically released. 

 e. If the buyer takes title subject to the mortgage and

will not agree to execute a statement to become the

substitute mortgagor and pay the mortgage debt, both

seller and buyer remain liable for the term of the

mortgage. 

 f. Each seller's 5-year liability runs individually from

the date of each assumption.  Liability does not

terminate if the mortgage is not current at the end of

the 5-year period. 

 g. If the requirements for a release are satisfied, the

mortgagee must provide a written release upon request

to the selling mortgagor. 

6-7 NOTICE TO HOMEOWNER. 

 A. The Notice contained in Appendix 13 (A) applies to mortgages

restricted by the 1990 Act.  The Notice contained in Appendix

13(B) applies to mortgages restricted by the 1989 Act.  The

Notice contained in Appendix 14 applies to mortgages closed on or

after December 1, 1986, but before December 15, 1989.  The

appropriate notice must be sent to:

 1. All applicants for HUD-insured mortgages prior to the

settlement transaction;

 2. Upon inquiry by a seller or purchaser for information on

HUD's creditworthiness review criteria, or on assumptions or

release from personal liability procedures; and
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 3. In the case of an Adjustable Rate Mortgage (ARM), the

mortgagee must attach to the "Notice to Homeowner" a copy of

the original Disclosure Statement that established the

index, margin, and the change date. 

6-8 FORMER MORTGAGORS. 

 A. Credit Bureau Reporting.  Former mortgagors of defaulted

mortgages are not to be reported to credit bureaus whether they

remain legally liable for the mortgage debt or have been released

from liability. 

 B. Notification Of Former Mortgagor.  HUD considers it "prudent

servicing" on the part of the mortgagee to notify the former

mortgagor thereby providing the former owners the opportunity to

salvage the mortgage and possibly avoid foreclosure. 

 C. Inquiry By Seller.  Upon any inquiry by a seller of HUD's

assumption requirements or upon learning that an assumption has

occurred, the mortgagee must:

 1. attempt to obtain the forwarding address of the former

mortgagor (seller); and

 2. advise the former mortgagor (seller) to update the mailing

address as needed. 

6-9 NOTIFICATION OF CHANGES. 

 A. The mortgagee must notify HUD within 15 days of any change of

mortgagor, mortgagee, or servicer.  Use Form-92080, Mortgage

Record Change, for all Title II Single Family Mortgagees.  (See

Appendix 1. )

 1. Coinsured Mortgages.  Mortgagees must not use Form HUD-92080

to report mortgage record changes for co-insured mortgages. 

There is no longer a requirement to use a different form

prior to the 60th scheduled payment. 

 2. Mortgagees must submit the notification of a change

regardless of the manner of MIP payment. 
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 B. Failure by mortgagees to submit the notifications promptly and

accurately will result in the following:

 1. delay the processing of claims for mortgage insurance

benefits;

 2. under certain conditions, make it impossible for HUD to pay

claims; and

 3. may result in HUD taking administrative actions against

mortgagees. 

 C. Some notifications will require the participation of more than

one party.  Responsibility for notifying HUD resides with the

following entities:

 1. Change of Mortgagor - The Holding mortgagee (or its

servicer)

 2. Change of Servicer - The Holding Mortgagee

 3. Sale of Mortgage - The Selling Mortgagee

 D. Notification Preparation Instructions.  The forms contains

preparation instructions.  Send notifications to:

 U.  S.  Department of Housing and Urban Development Insurance

Systems Operation Sections 451 7th Street, SW, Room 2232

Washington, DC 20410

 E. HUD will not process incomplete or inaccurate forms.  Instead,

HUD will return the incomplete (or inaccurate) forms to the

reporting entity for completion and correction. 

6-10 CHANGE OF SERVICER. 

 A. General. 
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 1. When only servicing is transferred.  The selling mortgagee

notifies HUD within 15 days of the transfer on a Form

HUD-92080 (See Appendix 1).  (24 CFR 203. 431 and 203. 502(b))

 a. Complete items 10 and 12 even though the purchasing

mortgagee and the servicing mortgagee may be the same;

 b. Submit only the original copy. 

 2. When the mortgagee pays MIP monthly.  This notification

assures the sending of future premium notices to the new

servicer. 

 B. Notifications To Mortgagors.  When servicing is transferred, the

transferring servicer must notify or arrange to notify the

mortgagor of the transfer of servicing (See Paragraph 1-7)). 

 If notification is not timely received by the mortgagor, neither

the losing servicer nor the gaining servicer may hold the

mortgagor responsible if the mortgagor's payments are not

received in a timely manner.  Mortgagors who have not been

properly notified must not be assessed late charges and must not

be reported to credit bureaus for non-payment. 

 1. The notice must reach the mortgagor at least 10 days prior

to the due date of the first payment to the new servicer (24

CFR 203. 502(b)). 

 2. The notice must include:

 a. name, address, and telephone number of the new

servicer, including a toll-free number if the servicer

has a number; and

 b. any special instructions for handling payments during

the conversion period. 
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 3. Mortgagees may not expect mortgagors to respond to any

communication for the gaining servicer until at least 10

days after they would expect the mortgagor to have received

the notice. 

 C. Responsibilities. 

 1. If the new servicer is not HUD approved, HUD will still hold

the holding mortgagee responsible for all actions of the

servicer. 

 2. If the servicer is HUD approved, HUD will hold the servicer

equally responsible with the holding mortgagee. 

 NOTE:In accordance with 24 CFR 202. 18, effective after

January 10, 1994, all mortgagees who wish to

service FHA-insured mortgages must be approved by

the Secretary. 

6-11 SALE OF THE MORTGAGE. 

 A. Rights And Obligations.  When a mortgagee sells a mortgage, the

purchasing mortgagee succeeds to all rights and becomes bound by

all of the obligations of the seller under the contract for

mortgage insurance, effective when Form-92080, accurately

completed, is received by HUD.  The selling mortgagee remains

obligated to HUD in all ways until the change is reported. 

 B. Responsibilities/Penalties for Errors/Omissions. 

 NOTICE TO PURCHASING MORTGAGEES! HUD will hold purchasing

mortgagees financially responsible for errors, omissions, and

unresolved HUD review findings on the part of the selling

mortgagee (or its agents), discovered after the transfer is

reported even though the errors or omissions took place before

HUD received the report of the sale.  (See Paragraph 10-26E. )
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 C. Required Action By The Selling Mortgagee. 

 1. Notify HUD of the sale within 15 days of its occurrence (24

CFR 203. 431).  (See Appendix 1. )

 2. Except as noted in subparagraph E below, submit a separate

form for each transferred mortgage. 

 NOTE:DO NOT submit a "master" Form HUD-02080 with lists

of mortgage-related data in a bulk sale.  HUD will

not accept such "master" forms. 

 3. The purchaser must sign Form HUD-92080. 

 4. Enter into item 12 the name of the entity that is the

servicer after the transfer. 

 D. Magnetic Tape Notification.  If a mortgagee typically transfers

50 or more mortgages a month, HUD encourages submitting the data

from Form HUD-92080 on magnetic tape. 

 1. The data must be complete with respect to each mortgage

(i. e. , purchaser, seller and servicer information must be

repeated for each mortgage) and must conform to HUD data

input formats.  (See Appendix 16 for formats and tape

characteristics. )

 2. HUD accepts no responsibility for errors or the correction

of errors.  HUD will return to the selling mortgagee at the

mortgagee's expense, all tapes with error listings. 

 3. Mortgagees may submit corrected transactions on individual

Forms HUD-92080 or on tape. 

 4. Mortgagees may obtain information about tape submissions

from the U. S.  Department of Housing and Urban Development,

Insurance Operations Division, 451 Seventh Street, SW,

Washington, DC 20410. 
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 E. MIP Reports.  HUD sends to servicers a monthly information report

of mortgages subject to periodic MIP (See Paragraph 2-6A1b). 

Thirty days after HUD processes Form HUD-90280, that case should

be appended to the monthly report, regardless of the anniversary

date of that mortgage.  If 90 days after acquisition, the

mortgage has not appeared on the monthly report, the new servicer

should file the Form HUD-92080. 

 F. Mergers, Consolidations, and Acquisitions.  When a mortgagee

transfers an entire portfolio of holdings or of servicing as a

result of a merger, consolidation or acquisition by another

approved mortgagee, DO NOT submit a Form HUD-92080 to HUD.  The

notification required under the mortgagee approval rules suffice

as notification to HUD of changes relating to all mortgages held

or serviced by the losing mortgagee.  Under these conditions, HUD

assumes that all mortgages either held or serviced by the

disappearing entity will now be held or serviced by the surviving

one. 

 NOTE:HUD cannot pay claims for mortgage insurance benefits

to surviving entities of mergers, consolidation, etc. 

Mortgagee approval is not transferable.  Such surviving

entities must apply for and obtain mortgagee approval. 

CHAPTER 7.  DELINQUENCIES/DEFAULTS/MORTGAGE COLLECTION ACTIVITIES/INITIATION OF FORECLOSURE

7-1 COLLECTION ACTIVITIES (24 CFR 203. 600).  The purpose of all collection

 efforts is to bring a delinquent mortgage current in as short a time

 as possible, to avoid foreclosures to the extent possible, and to

 minimize losses.  HUD does not expect to see a delinquent mortgage

 foreclosed if there is a reasonable chance of saving the mortgage. 

 Servicers will determine the most effective form of contact with

 specific mortgagors during the various stages of delinquency.  A

 successful servicing strategy treats each delinquent mortgagor

 individually; and, based on the circumstances involved, custom tailors

 a foreclosure prevention workout plan that will be successful in

 curing the delinquency and preventing a foreclosure. 

It is particularly important to address a "one-payment" delinquency

immediately to prevent it from becoming more serious.  An early

determination of the reason for the delinquency gives the servicer and

the mortgagor time to arrange an acceptable method for curing it. 

Prompt action is required at all stages after a delinquency has

occurred. 

Mortgagee staff should also review each loan in default to determine

which available foreclosure avoidance (loss mitigation/loss

management) strategy is appropriate.  An extended temporary

forbearance is often enough to cure a default; however, at other

times, permanent solutions such as a loan modification, deed-in-lieu

of foreclosure, refinance, or sale of the mortgage are appropriate. 

At a minimum, the servicer's collection procedures must provide for

each of the procedures discussed in this Chapter.  (See Appendix 17,

Flow Chart on Mortgagee Delinquency Activities. )

7-2 DEFINITIONS. 

 A.  Payment Due Date.  Payments on insured mortgages are always due

 on the first day of the month. 

 B.  Number Of Days In A Month.  All months are considered as having

 30 days. 

 C.  Delinquent Account.  When a payment is not made on or before its

 due date, the account is considered
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 delinquent.  It remains delinquent as long as one payment remains

 due but unpaid. 

 NOTE: If the unpaid installment on an account that is

 delinquent is received before the date of default, the

 account is again considered current. 

 D.  Default (24 CFR 203. 466).  When a mortgagor fails to perform

 under any covenant of the mortgage and the failure continues for

 30 days. 

 E. Date Of Default (24 CFR 203. 331).  The date of default shall be

considered as 30 days after:

 1. the first uncorrected failure to perform any obligation

under the mortgage; or

 2. the first failure to make a monthly payment which subsequent

payments by the mortgagor are insufficient to cover when

applied to the overdue monthly payment in the order in which

they become due (also, see Paragraph 8-3A). 

 EXAMPLE:February 1 - last paid installment. 

March 1 - date first failure to perform. 

April 1 - date of default. 

7-3 CAUSES OF DEFAULT.  The true causes of default may be difficult to

identify as they are not always apparent to the servicer.  The reasons

for default that surface most frequently are poor money management,

over-extended obligations, loss of income, loss of employment, illness

and/or a lack of concern or understanding of the mortgage obligation. 

The professional servicer recognizes that these are most likely

manifestations of more basic problems that are the actual causes of

default.  In communicating with mortgagors, the servicer should make a

real effort to determine the root cause of default and work with the

mortgagor, HUD-approved counseling agencies, and HUD Field Offices in

correcting the default by attacking the underlying reason.  Some basic

causes of default are discussed below. 

 A. Social Problems.  Social or psychological problems can create or

compound defaults.  Marital difficulties, substance abuse, and

excessive gambling are among the
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 more common social causes of default.  One of the questions that

must be asked is whether the financial problems were caused by

the marital problems or were the marital problems the cause of

the financial problems? As mortgage servicers are not expected

to be social counselors, problems of this nature are more

properly left to professional counseling agencies.  The servicer

is expected, however, to make a concerted effort to help the

mortgagor resolve his/her financial problems and to be aware of

HUD-approved counseling agencies and other local community

agencies to which mortgagors can be referred.  Upon request, HUD

Field Offices will provide lists of local HUD-approved counseling

agencies. 

 B. Illness Or Injury.  Illness or injury that produces temporary

loss of income and/or temporary increases in expenses which cause

defaults offer an opportunity for the servicer to be of

significant assistance to the mortgagor.  The relief provisions

discussed in Chapter 8 are of special importance in these

situations. 

 C. Unemployment.  Temporary unemployment or irregular employment

does not necessarily have to lead to foreclosure.  These

mortgagors may be helped by the mortgagee extending forbearance

relief as described in Chapter 8.  Irregular employment is

frequently associated with seasonal workers.  The mortgagee may

help by explaining the need for strict budgeting to make funds

available for expenses coming due in slack employment periods. 

Should the servicer's basic efforts not be enough, these

mortgagors are prime candidates for professional counseling. 

7-4 MORTGAGEE COLLECTION ATTITUDE (24 CFR 203. 600).  Mortgagee personnel

must be aware of the psychological differences and varying life styles

among mortgagors.  Servicing practices that are effective with one

mortgagor may not be effective with another.  When the mortgagee made

the decision to make the mortgage loan, provided it was insurable by

HUD or when acquiring the servicing of a mortgage from another

mortgagee, at that time it committed itself to assume the added costs

and effort required to service those mortgages in accordance with HUD

guidelines should they become delinquent. 
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7-5 DELINQUENCY CONTROL. 

 A. Identification.  The servicer must have, on an organized basis, a

means of identifying delinquent mortgages and their payment

status daily. 

 B. Availability of Information.  The information provided by this

system must be provided to collection staff on a current basis,

wherever they are located, so that they can initiate and follow

up on collection activities. 

 C. Documentation.  The servicer should be prepared to provide

documentation in support of its claims relative to collection

activities.  The record must incorporate everything relative to

those collection activities.  These collection records must be

retained for a minimum of 3 years after the filing of a claim as

the mortgagee could be required to produce documentation to

support its claim. 

7-6 STAFFING (24 CFR 202. 12(b)).  A successful collection department is

one that incorporates both understanding and flexibility into its

operations.  There is no substitute tor human judgment in servicing,

and the function must not be relegated to automated systems or encased

in a rigid system.  24 CFR 202. 12(b) requires the mortgagee to "employ

trained personnel competent to perform their assigned

responsibilities, including .  .  .  servicing and collection activities,

and adequate staff and facilities to .  .  .  .  service mortgages .  .  . 

. "

 A. Qualifications.  Collection personnel shall be qualified to

evaluate delinquent accounts in relation to the circumstances of

the mortgagor so that they can make sound decisions regarding the

possibility of avoiding foreclosure. 

 B. Knowledge.  The collection staff shall be familiar with HUD

regulations and with the temporary relief measures available to

mortgagors. 

 C. Accessibility (24 CFR 203. 604).  The staff shall be accessible to

delinquent mortgagors for personal interviews when distance does

not preclude such interviews, or for extended telephone

interviews at no expense to the mortgagor when long distances are

involved.  A
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 personal interview (or a reasonable attempt to arrange one) is

required before 3 full monthly payments are due but unpaid,

except in the following situations:

 1. there is no office of either the mortgagee or the servicer

(including production offices) within 200 miles of the

property;

 2. the mortgagor does not live in the property;

 3. the mortgagor has clearly indicated that he/or she will not

cooperate; or

 4. a realistic repayment plan has been agreed to by mail or

telephone and payments under the plan are current. 

 D. Counseling.  The collection staff shall know the identity and

location of HUD-approved counseling agencies and other community

agencies that can serve the mortgagor, treat the causes of

default, and help the mortgagor bring his/her mortgage current. 

7-7 COLLECTION TECHNIQUES (24 CFR 203. 600).  Mortgagees shall take prompt

action to collect amounts due from mortgagors to minimize the number

of accounts in a delinquent or default status.  Contact is the most

effective collection tool.  It is essential that it be attempted as

early as possible in the delinquency.  Acceptable contacting

techniques are discussed below. 

 A. Letters And Automatic Notices.  Computer-prepared cards and

preprinted form letters are sometimes effective, particularly

with occasional delinquents.  If form letters are used, controls

should be established to avoid sending the same letter repeatedly

to the same mortgagor.  Personal letters, however, are the

preferred approach than form letters.  Send individual letters

after the 20th day of delinquency. 

 B. Telephone Calls.  Telephone calls are highly effective and the

simplest form of direct communication with the mortgagor. 

Successful telephone interviews will generally preclude the need

for a personal interview.  All pertinent information developed

during the interview must be fully documented in the collection

records.  Mortgagees must commence telephone contacts by the 17th

days of the delinquency and complete them by the end of
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 the month.  Earlier contact--between the 7th and 10th days of the

delinquency--may be warranted for habitual delinquents. 

 When conducting telephone interviews it is important to be both

firm and courteous.  Schedule contacts with delinquent

mortgagors, when possible, for a time most appropriate for

productive discussion.  Interviewers should:

 1. emphasize the importance of making payments as they come

due;

 2. determine the causes of the delinquency;

 3. get the mortgagor's commitment to bring the mortgage current

as soon as possible.  Establish a specific reinstatement

date or a date on which an acceptable payment will be made;

 4. when appropriate, remind the mortgagor of the provisions of

the mortgage and the methods of legal recourse available to

the servicer;

 NOTE:Empty threats are not appropriate.  The

interviewer should not point out the possibility

of foreclosure unless there is a real probability

that the mortgagee will start foreclosure if

payment is not made promptly. 

 5. either put repayment plans in writing or make sure they are

fully documented; and

 NOTE:Unpaid mortgage interest will not be allowed in

any insurance settlement unless the agreement

complies with all requirements of 24 CFR 203. 614. 

 6. follow up promptly if the mortgagor agrees to a payment

schedule and the payments are not made. 

 NOTE:If a payment is promised on the tenth, for

example, there should be another call to that

mortgagor on the eleventh if the payment has not

been received.  The servicer is responsible for

following up promptly on missed payments. 
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 C. Face-to-Face/Personal Interviews (24 CFR 203. 604).  There must be

either a face-to-face interview or a "reasonable effort" (also

see Paragraph 7-7C2) to arrange one before three full monthly

payments are due and unpaid.  (No later than the 62nd day of

delinquency. ) See Chapter 9 for Property Inspection

requirements. 

 Additional face-to-face interviews with the mortgagor may be

necessary, and a servicer should use its judgment in making this

determination. 

 NOTE:With regard to shared equity mortgages, only the

mortgagor living in the property must be interviewed

face-to-face.  However, the non-occupant mortgagor must

be advised of the meeting and encouraged to attend as

the delinquency will also affect him/her. 

 1. Purpose of Interview.  This requirement is intended to

emphasize the importance of face-to-face visits in reducing

the incidence of foreclosure.  A meeting with the mortgagor

by a mortgagee employee can often determine the cause of the

default, obtain financial information; establish a repayment

schedule and prevent foreclosure by influencing the payment

habits of mortgagors.  HUD does not require that mortgagees

maintain an office in a location in order to originate

and/or service mortgages.  However, it is a good servicing

practice to maintain an office (whether a servicing or

production office) in areas reasonably accessible to the

properties that are the security for the company's mortgage

loans. 

 2. Definition of "Reasonable Effort" (24 CFR 203. 604(d)).  As

cited in Paragraph 7-7C, above, a "reasonable effort" to

arrange a face-to-face interview is considered to include

the following actions on the part of the mortgagee:

* a.  at least one letter sent to the mortgagor at the

property address, sent by Certificate of Mail or by

Certified Mail, to which the mortgagor either refuses

to accept or which he/she does not respond.  In the

case of chronic delinquents, if a mortgagee sends a

letter requesting a face-to-face interview and then
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 determines that repeated mailings would not be

fruitful, additional letters need not be sent if one

has been sent in the preceding six months, unless full

reinstatement takes place.  In the event of a new

default, mortgagee are required to re-send the letter,

even if six months have not elapsed; and *

 b. at least one visit to the property (unless the distance

is over 200 miles) for which at least one of the

reasons for the visit must be to conduct an interview

with the mortgagor. 

 3. Interviewer's Authority.  The employee representing the

mortgagee at these interviews needs to have the authority to

propose and accept reasonable repayment plans and/or limit

their actions to the realm of that authority.  The interview

has little value if the mortgagee's representative must take

proposals back to a superior for a decision. 

 NOTE:Where a mortgagee's representative exceeds his/her

authority by agreeing to a repayment plan at the

time of the interview, the fact that he

overstepped his/her authority is not sufficient

justification for the mortgagee not accept

repayment plan agreed to by the mortgagee's

representative. 

 4. When Face-To-Face Interviews Are Not Required (24 CFR

203. 604(c)).  Exceptions to the "face-to-face interview

rule" cited in the preceding paragraph are when:

 a. the mortgagor does not live in the mortgaged property;

 b. there is no office (or branch office) of the mortgagee

or servicer within 200 miles of the mortgaged property;

 c. the mortgagor will not cooperate; or

 d. if an agreement has been reached on a repayment plan by

mail (or telephone) and payments under the plan are

current or are less than thirty days delinquent. 
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 D. Use Of Attorneys To Collect Past Due Accounts. 

 Attorneys may be used for the collection of past due amounts, but

their services in this capacity are not considered legal services

and their fees may not be passed on to mortgagors or to HUD in a

claim for mortgage insurance benefits. 

 NOTE:Attorneys' fees that may be passed on are discussed in

Chapter 4, Paragraph 4-8 of this Handbook. 

 E. Delinquency Counseling.  When normal collection techniques are

not effective, the mortgagee should consider enlisting the help

of homeownership counseling by a HUD-approved housing counseling

agency.  (See Appendix 18 for further information on this

subject. )

 F. Prevention Of Chronic Delinquency.  Effective default servicing

must recognize the connection between chronic delinquency,

subsequent default, and eventual foreclosure.  To minimize

foreclosures, the servicer's collection program must include a

plan of action in accordance with HUD guidelines.  These

guidelines are specifically designed to encourage promptness and

discourage chronic delinquency. 

 Mortgage provisions are to be applied with flexibility (not

arbitrarily) based on the merits of individual circumstances if

they are to serve as an effective tool to decrease the

probability of foreclosure.  Decisions must be made by people,

not automated machines.  Automatic decisions and operating

practices, such as routinely returning payments at the lock-box

processing stage, must be eliminated.  The "human element" must

be invoked into making decisions concerning the servicing of

mortgages in, but not necessarily limited to, the following

areas:

 1. the enforcement of the late charge provisions of the

mortgage is discussed in detail in Paragraph 4-2; and

 2. the return of partial payments when they are not preceded by

satisfactory arrangements to pay amounts past due, subject

to the restrictions imposed by Paragraph 7-9;
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 NOTE:If this tool is to remain effective, it should be

used only at the following times:

 a. when it is evident that it will be effective as a

collection tool to teach the mortgagor to make future

payments on time; or

 b. when the mortgagee has already made its decision to

foreclose. 

 G. Avoiding Foreclosure Pamphlet: (24 CFR 203. 602) The HUD-426-H

pamphlet (Appendix 19) must be sent at the following times:

 1. send the cover letter as provided in Appendix 19. 

 2. the cover letter and the pamphlet must be mailed to each

homeowner whose mortgage is delinquent no later than the end

of the second month of any delinquency; (send the pamphlet

by the 32nd day, but no later than the 60th day of

delinquency). 

 3. if an account is brought current and then again becomes

delinquent, the pamphlet and cover letter must be sent again

unless the beginning of the new delinquency occurs less than

6 months after the pamphlet was last mailed. 

 The HUD-426-H pamphlet can be purchased from the Government

Printing Office (GPO) or, can be reproduced by the

mortgagee.  To order copies from the GPO, mortgagees may

contact GPO at (202) 783-3238 or write to the following

address:

 Government Printing Office

 Superintendent of Documents

 North Capital and H Streets, NW

 Washington, DC 20402

 In addition, the HUD-426-H pamphlet can be purchased at GPO

bookstores throughout the U. S.  (See APPENDIX 19(A) for the

U. S.  Government Bookstore locations. ) The following

information will assist mortgagees in ordering the pamphlet:

Mortgagees may reproduce the pamphlet at the mortgagee's

expense; however, the contents may not be changed in any

way. 

 NOTE:HUD believes the information in this pamphlet and cover

letter is important and should be sent in the initial

stages of delinquency (the 32nd day of delinquency) as

an early effort to save mortgages from being foreclosed

upon. 

 H. Housing Counseling.  Section 106 of the Housing and Urban

Development Act of 1968 as amended (12 U. S. C.  1701x) provides

that:

 1. All mortgagees that service conventional mortgage loans and

loans insured by the Department of Housing and Urban

Development (HUD) (home loans) are subject to homeownership

counseling notification requirements.  A mortgagee must

notify a homeowner who fails to pay any amount due under a

home loan by the date the amount is due, of the availability

of homeownership counseling.  The notification must be made

within 45 days from the date the payment was due, unless the

homeowner pays the amount overdue before the expiration of

the 45-day period. 

 2. The mortgagee must provide the homeowner with notification

of the availability of any homeownership counseling it

offers and either:

 a. availability of homeownership counseling provided by

HUD-approved non-profit organizations that serve the

homeowner's residential area or

 b. the HUD toll-free telephone number (1-800-569-4287)

through which the homeowner can obtain a list of the

counseling organizations. 

 EXCEPTIONS: This requirement does not apply to loans:

 3. Guaranteed by the Department of Veterans Affairs (DVA) and

Farmers Home Administration (FHA) or

 4. For which the amount overdue is paid before the expiration

of the 45-day period. 

NOTE:Mortgagees may provide the notification with any

collection letter as long as the information is

provided within 45 days of the delinquency. 

In addition to the 45-day notification, mortgagees must

provide the housing counseling agency list or the HUD

toll-free telephone number with the HUD Assignment

Program Letters No.  1 (which can be sent by the 61st

day of delinquency) and 3. 

7-8 DEFAULT REPORTING-SINGLE FAMILY DEFAULT MONITORING SYSTEM (SFDMS) (24

CFR 203. 332, 203. 356 and 203. 468). 

 A. Purpose.  Prompt and accurate reporting by mortgagees is

extremely important in providing HUD with an up-to-date account

of the status and trends of HUD-insured mortgages.  This

reporting serves an indicator of the effectiveness of origination

and servicing activities, and the potential risk to the insurance

funds.  Social Security Numbers of mortgagors with mortgages 90

or more days delinquent are entered in HUD's Credit Alert

Interactive Voice Response System (CAIVRS) (See HUD Handbook

4155. 1 REV-4, dated January 1992, Mortgage Credit Analysis for

Mortgage Insurance on One-to-Four Family Properties, for

additional information), which is used to determine mortgagor

eligibility for HUD-insured mortgages. 

 NOTE:When an entire report is rejected (due to absence of

critical information or when data is inaccurate) the

regulatory reporting requirement for that period (i. e. ,

monthly has not been made by the mortgagee. 

 B. How To Submit Reports.  Mortgagees are required to report the

status of all FHA Single Family mortgages that are 90 or more

days delinquent.  This is accomplished by submission of Form

HUD-92068-A (via magnetic tape, cartridge or paper as appropriate

for the number of delinquent mortgages).  The report is due to

HUD by the fifth working day of each month. 

 The SFDMS will accept reports submitted by magnetic tape or hard

copy.  However, mortgagees reporting more than 10 delinquent

mortgages per month should submit their Form HUD-92068-A data via

magnetic tape or cartridge. 

9/947-12

4330. 1 REV-5

 Mortgagees changing their reporting process from paper to

magnetic tape or cartridge may submit a "test tape".  Such tapes

should be clearly marked "TEST TAPE FOR HUD 92068A" and should

include the company's name, address and the name and phone number

of a contact person.  All test tapes are to be submitted to the

following address. 

 Department of Housing and Urban Development Computer Management

Division, Room 4135 451 7th Street, SW, Washington, DC 20410

 A mortgagee's loan servicing department must coordinate with the

appropriate ADP staff or service bureau to ensure that the data

submitted is accurate and is not duplicated. 

 C. Reporting Requirements. 

 The Form HUD-92068-A was revised for simplicity and mortgagees

were to begin using the revised format effective with the

reporting period ending January 31, 1994.  All other versions of

the form are obsolete. 

 Mortgagees shall use Form HUD-92068-A, Monthly Delinquent Loan

Report, to report the status on all mortgages that are 90 or more

days delinquent.  A copy of the Form and Keypunch requirements

(for producing magnetic tape or cartridge) are provided in

Appendices 20 and 20A.  Mortgagees may photocopy the copy of the

Form provided in Appendix 20. 

 1. Content and Due Date of Report.  This form reports the

status of all mortgages which are 90 days or more

delinquent.  The report must reflect the status of each

mortgage as of the last day of the month, and must be

submitted (mailed) by the close of business on the fifth

working day of the following month.  For example, when the

January 1 installment has not been paid by March 31, the

mortgagee must report that mortgage for the month ending

March 31.  The report must be submitted no later than the

fifth working day of April. 

 Each mortgage that is 90 or more days delinquent at the end

of each reporting period must continue to be reported on a

monthly basis, with its status
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 code updated, as appropriate, until its status has been

reported in Block 16a as terminated, cured or deleted. 

 2. Instructions for Completing Form.  Detailed instructions for

completing the form are printed directly on the front of the

form.  See Appendix 20 for the latest version of the

HUD-92068-A. 

 3. Where to submit Reports. 

 a. Magnetic tapes/cartridges.  Forward all SFDMS data

submitted via magnetic tapes/cartridges to the

Department's tape library at the following address:

 U.  S.  Department of Housing and Urban

 Development

 c/o Martin Marietta Data Systems

 4701 Forbes Boulevard

 Lanham, MD 20706

 ATTN: HIIPS Tape Library

 (301) 306-8002

 b. Hard copy (paper reports): Forward all paper reports

for keypunching, to HUD Headquarters at the following

address:

 U.  S.  Department of Housing and Urban

 Development

 Computer Management Division

 451 Seventh Street, SW, Room 4135

 Washington, DC 20410-8000

 ATTN: HIIPS Tape Library

 (301) 306-8002

 NOTE:All tapes/cartridges must include an external label

with the following information:

 Mortgagee name and address

 Mortgagee's contact person and phone number

 HUD assigned 10-digit mortgagee ID number

 Tape Control Number issued by the lender's tape

 Library

 HUD Form Number of the original documents

 Total number of records on the tape
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 D. Reporting Accuracy.  A mortgagee must submit an accurate SFDMS

report.  All the information is important--some is so critical

that, if that data is inaccurate or missing, all the report on

that mortgage or even the entire monthly report is automatically

rejected by the SFDMS. 

 a. Quality Control.  A mortgagee's quality control system must

ensure that:

 1. the reporting staff is properly trained;

 2. servicing and foreclosure staff is aware of reporting

requirements and of cases reported; and

 3. report format and content are checked for errors by

trained staff, whether it is prepared manually or by an

automated system. 

 b. Information To Be Checked.  The latest revision of the form

includes several items that were previously not reported. 

It is essential that all information provided be checked to

ensure that the Report is complete and accurate.  Items

which are new or otherwise have caused mortgagees problems

in reporting are listed in Appendix 20D along with a brief

discussion for each item. 

 E. The Monthly Error Report:

 An error report has been developed and will be provided to all

mortgagees.  The error report is for the mortgagee's benefit and

does not require any additional data to be submitted to HUD.  It

is provided as an informational tool to be used by mortgagees in

their prudent servicing of FHA-insured single family mortgages. 

 a. When will the Monthly Error Report be available?

 The first monthly error report was available for the

reporting period ending April 30, 1994.  The monthly error

reports are generated when HUD completes the update

processing of all HUD-92068A forms submitted by mortgagees

each month.  Mortgagees should allow approximately 25 to 28

working days for receipt. 
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 b. Where will the error report be sent?

 HUD will send the monthly error report to the address that

the mortgagee provides in blocks 1, 2a, 2b, 2c and 2d of

Form HUD-92068A.  If these fields are incomplete or are left

blank, the error report will be sent to the mortgagee at the

home office mailing address last reported to the Office of

Lender Activities (only if a valid ten digit HUD ID was

provided).  At this time, there is no provision to provide

duplicate copies of the error report or to send the error

report to a different address. 

 c. If there are no errors, will the mortgagee receive any

notification?

 A report will be prepared for all properly completed Forms

HUD-92068A received.  If there are no errors, a line item

will still appear on the report to confirm that Form

HUD-92068-A was received; and to show the mortgage status of

the case after the transaction was processed. 

 However, if the mortgagee provides an incorrect ten-digit

HUD ID in block 7, the error report will not be sent,

because the servicing mortgagee could not be properly

identified. 

 d. How will the reports be structured?

 The report will provide the mortgagee's loan number, FHA

Case number, mortgagor's name, mortgagor's Social Security

number and the respective code designating the type of

error.  Please refer to Appendix 20B for a sample report. 

 e. What will be identified on the error reports?

 Identified in the header region of Appendix 20B is a listing

of the error codes.  Please refer to Appendix 20C for a

brief description of each type of error and a recommendation

for correction. 

 F. Electronic Data Interchange Update

 HUD has begun accepting Form HUD-92068-A via Electronic Data

Interchange (EDI) and will soon begin adding
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 additional lenders to the program.  Ultimately, HUD expects to

expand the EDI program to all lenders servicing FHA mortgages. 

HUD's Trading Partner Coordinator will be in contact with those

mortgagees who have already submitted a mortgagee profile and

attended the EDI Orientation seminar to prepare for

implementation scheduling. 

 As a reminder, before any lender may participate, a Mortgagee

Profile Survey must be completed and returned to HUD.  Copies may

be requested from the Office of Information Policies and Systems

at (202) 708-0306.  You may also request a Mortgagee Profile

Survey from HUD's Trading Partner Coordinator who may be reached

toll-free at 1-(800) EDI-4-HUD [1-(800) 334-4483]. 

 HUD has compiled an Implementation Guide to fully explain how the

EDI program will function, including how, and what is required of

lenders to participate in this program.  The guide will be made

available, at a scheduled EDI orientation, to each lender that

has previously completed the Mortgagee Profile Survey and has

expressed an interest in EDI.  All mortgagees that have

previously received their Implementation Guides will receive

periodic updates as revisions are made to the Guide. 

7-9 PARTIAL PAYMENTS (24 CFR 203. 556).  For the purpose of this Chapter, a

"partial payment" is a payment of any amount less than the full amount

due under the mortgage at the time the payment is tendered, including

late charges and amounts advanced by the mortgagee on behalf of the

mortgagor (such as for the payment of taxes).  When the mortgage is

insured under Section 235, the "full amount due under the mortgage" is

considered to be the full amount due from the mortgagor only.  (See

Chapter 10, Paragraph 10-23A. )

 A. Acceptance Of Partial Payments.  The mortgagee shall accept any

partial payment and either apply it to the mortgagor's account or

identify it with the mortgagor's account and hold it in a trust

account pending disposition except as discussed in Paragraphs

7-9B and 7-10. 

 When partial payments held for disposition aggregate a full

monthly installment (after deduction of amounts due the mortgagee

for such things as late charges and refunds of mortgagee

advances), they shall be applied
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 to the mortgagor's account, thus advancing the date of the oldest

unpaid installment but not the date on which the account first

became delinquent. 

 NOTE:While the date of default is advanced by the

application of partial payments aggregating full

monthly installments, the date on which the delinquency

began remains constant unless the account is

subsequently brought completely current. 

 B. When Return Of Partial Payments Is Permitted. 

 1. If the mortgage is not in default, any partial payment may

be returned to the mortgagor with a letter of explanation. 

 2. Mortgages In Default.  If the mortgage is in default, except

as provided in Paragraph 7-10, a partial payment may be

returned to the mortgagor with a letter of explanation only

under the following circumstances:

 a. when the payment represents less than half of the full

amount then due;

 b. when the payment is less than the amount agreed to in

an oral or written forbearance plan;

 c. when the property is occupied by a rent-paying tenant

and the rents are not being applied to the mortgage

payments;

 d. when foreclosure has been started, as defined in

Paragraph 7-12;

 e. when the following conditions have occurred and it is

14 days or more after the mortgagee has mailed the

mortgagor a statement of the full amount due, including

late charges, which advises that it intends to refuse

to accept future partial payments (See Paragraph 4-2H):

 (1)four or more full monthly installments are due but

unpaid, or
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 (2)a delinquency of any amount has continued for at

least six months since the account first became

delinquent. 

7-10 WHEN PARTIAL PAYMENTS RULES ON A DEFAULTED MORTGAGE NEED NOT BE

ENFORCED.  The rules cited in Paragraph 7-9 are not intended to

provide mortgagors with an opportunity to evade their obligations,

but, rather, to assist owner-occupants who are actually having

temporary problems in making their payments.  Two possible exceptions

in which the rules cited in Paragraph 7-9 on accepting partial

payments on a defaulted mortgage need not be enforced are:

 A. Where the mortgagor has demonstrated a general disregard for the

obligations created by the mortgage contract (i. e. , a situation

where the account has been delinquent for up to 6 months on at

least two consecutive occasions, been reinstated, then reverts

back to a delinquent status which continues for 6 additional

months). 

 B. Where speculators attempt to take advantage of these requirements

(i. e. , persons or companies that have assumed insured mortgages

intending to rent or resell the properties). 

 In these and similar situations, the mortgagee should

 fully document its records.  When the mortgagee has

 reason to suspect that the mortgagor is receiving

 rental income from the mortgaged property and it is not

 being applied to the mortgage and that the mortgagor

 may be doing the same thing with other mortgages

 (HUD-insured or others), the mortgagee should report this,

 with all supporting information, to the nearest office

 of the Federal Bureau of Investigation (FBI).  These

 mortgagors may be guilty of violations of Section 912

 of the Housing and Urban Development Act of 1970

 (equity skimming) and subject to severe criminal

 penalties. 

*

7-11 FORECLOSURE AVOIDANCE.  Mortgagee staff should also review

 each loan in default to determine which available

 foreclosure avoidance strategy is appropriate.  An extended

 temporary forbearance is often enough to cure a default,

 however, at other times, permanent solutions such as a loan

 modification, pre-foreclosure sale, deed-in-lieu of

 foreclosure, refinance, or sale of the mortgage are

 appropriate. 

 A. Loss Mitigation.  Finding alternatives to foreclosure is a

positive action which benefits both lenders and mortgagors.  HUD

expects lenders to utilize loss mitigation measures whenever

appropriate.  Workout options are more cost effective than

foreclosures.  Therefore, lenders should concentrate on loss

mitigation and develop workout offers.  When mortgagors are

unwilling to cooperate with these efforts, it is often due to

lack of financial hardship or a repeated history of defaults and

foreclosures. 

 B. Break-Even probability.  Lenders may want to consider developing

break-even probabilities.  A break-even probability tells how

many workout offers must succeed in order for the total cost of

all workouts (successes and failures) to equal the cost of

immediate foreclosure on the mortgages. 

 1. If the mortgagor's success probability exceeds the

break-even level, then it is financially prudent for the

lender to offer the mortgagors a workout. 

 2. The key to success in workout attempts lies in the abilities

of workout specialists to categorize defaulted mortgagors

within groups according to their perceived chances of

success. 

 C. Refinances of Delinquent Mortgages.  HUD expects mortgagees to

actively intervene with mortgagors in an attempt to cure

delinquent mortgages.  HUD recognizes that there are situations

where mortgagors more than two months behind in their payments

could cure their delinquency if they could refinance that

mortgage and also return any arrearage on the mortgage.  HUD will

permit mortgagees to refinance these mortgages. 

 1. Under this program, the mortgagee must provide an amount

equal to one month's mortgage payment Principal Interest

Taxes and Insurance (PITI) of the mortgage being refinanced. 

 2. For detailed information and instruction regarding the

refinances, refer to Mortgagee Letter 94-30, dated June 28,

1994, (Refinances of Delinquent Mortgages--Special

Instructions).  *

7-12 REVIEW BEFORE FORECLOSURE DECISION (24 CFR 203. 606).  Mortgagees must

assure that servicing files fully document that all servicing

requirements have been followed and steps have been taken to save a

mortgage prior to making a decision to foreclose.  All actions taken

with respect to collection, forbearance, or other actions alternative

to foreclosure must be fully documented. 

 A. Management Review.  The servicing mortgagee must have a system in

place for management review of forbearance, assignment program

procedures, deed-in-lieu, and foreclosure recommendations. 

Mortgagees must develop a form or checklist to document that they

have reviewed the loan to assure that appropriate management and

loss mitigation (loss management) decisions were made with

respect to the mortgage. 

 1. The Servicer's Foreclosure Committee must decide to

foreclose.  Mortgagees must develop a form or checklist to

document that they have reviewed the loan for foreclosure. 

The decision to foreclose must be signed by a supervisor

higher than the person submitting the mortgage for

foreclosure. 

 NOTE:If at "any time" (before or after the Foreclosure

Committee Review) there is a possibility that a

loan can be salvaged and an assignment or

foreclosure avoided, then HUD expects mortgagees

to continue to service the loan and to work with

the mortgagors. 

 2. This review and decision must take place before HUD Letters

Number 2 or 3 of the Assignment Program are sent (see

Paragraph 8-7C). 

 3. The servicing mortgagee must obtain the mortgage holder's

approval of its decision to foreclose.  This approval must

be in hand prior to sending HUD Letters Number 2 or 3. 

[Must be obtained (actually received) by the servicer in

sufficient time to be sent in with the Assignment Processing

package to the local HUD Field Office. ] (See Paragraph

8-7A1b. )

NOTE: A written blanket approval is acceptable to HUD. 

 4. The management review must also include a review of the

staff's assignment program decisions to assure that HUD's

assignment procedures have been followed and that the

mortgagee recommendations to HUD are appropriate. 

Mortgagees must develop a form or checklist to document that

they have reviewed the loan to assure that the proper

Assignment procedures were followed.  This form or

checksheet must be signed by an authorized official to be

sent with the Assignment Processing Package to the local HUD

Field Office.  (See Paragraph 8-7A1b Page 8-13. )

 NOTE:The mortgagee may use either one or two checklists. 

However, if the mortgagee chooses to use one checklist,

the checklist must clearly indicate that it serves two

purposes.  The first part of the checklist reviews the

servicing of the account prior to the approval of

foreclosure, and the second part reviews the

mortgagee's decision concerning whether or not to

recommend assignment of the case to HUD, and the

reasons.  Separate supervisory signatures and dates

must also be indicated. 

 B. Notification Of Other Parties To The Mortgage.  HUD requires that

all co-mortgagors be advised of a default in an attempt to avoid

foreclosure.  Although state law prevails with respect to

notifying co-signers, HUD considers it prudent servicing that a

notification of default be sent to co-signers so they may have

the opportunity to salvage the mortgage. 

 C. Omitted Actions.  If the mortgagee discovers from its Management

Review that actions have been omitted, the supervisor must refer

the case back to its servicing personnel for additional

servicing.  Steps must be taken to assure elimination of future

deviations from accepted operating procedures. 

 D. Timing.  There are both minimum and maximum time periods

governing the beginning of foreclosure.  A failure to begin

foreclosure within the maximum permissible time will result in

curtailment of debenture interest in any subsequent claim for

mortgage insurance benefits.  To begin foreclosure before waiting

the minimum times required may result in the imposition of

administrative sanctions by the Mortgagee Review Board. 

 1. Maximum Times To Begin Foreclosure (24 CFR 203. 355). 

Foreclosure must begin (or a deed-in-lieu of foreclosure

must be accepted) within the following time frames:

* a.  within nine months from the date of default

 (24 CFR 203. 355); or *

 b. the mortgagee is prevented by law from beginning

foreclosure earlier within 60 days after it becomes

legally able to do so (24 CFR 203. 355(c)). 

 NOTE:See Chapter 9 for Time Limits and additional

foreclosure requirements. 

 2. Minimum Time To Begin Foreclosure (24 CFR 203. 606).  With

the exception of the three items listed below, foreclosure

may not begin unless at least three full monthly

installments under the mortgage are due but unpaid.  (See

Chapter 8-7 for procedures with respect to the Assignment

Program. ) If the mortgagor is making no payments

whatsoever, foreclosure may begin on the day after the due

date of the third unpaid installment.  If the mortgagor is

making partial payments, all such payments must be applied,

and foreclosure may begin only on the day after three full

monthly installments are due but unpaid.  The three

exceptions to this rule are as follows:

 a. when the mortgagee determines that the property has

been abandoned or has been vacant for more than 60

days;

 b. when, after having been advised of the options

available for relief, the mortgagor has clearly stated

in writing that he/she has no intention of making the

delinquent payments; and

 c. when the mortgaged property is not the mortgagor's

principal residence and the mortgagor owns two or more

properties occupied by tenants who are paying rent, but

the rental income from the property under review is not

being applied to the mortgage on that property. 

7-13 OFFERS OF REINSTATEMENT.  Foreclosure may not be started if the

mortgagor has tendered, in a lump sum, sufficient funds to reinstate

the account, with the exception of accrued late charges, even if the

mortgagee chooses to refuse to accept the mortgagor's offer. 

7-14 WHEN REINSTATEMENT MUST BE PERMITTED AFTER FORECLOSURE BEGINS (24 CFR

203. 608).  The mortgagee shall permit reinstatement of a mortgage at

any time (even after foreclosure begins) if the mortgagor tenders in a

lump  sum the following:

 A. all amounts required to bring the account current, including

foreclosure costs and reasonable attorney's fees and expenses

properly associated with the foreclosure action; and

 B. the full amount to cover any sums advanced by the mortgagee on

behalf of the mortgagor for any purpose (such as the payment of

taxes). 

7-15 WHEN REINSTATEMENT DOES NOT HAVE TO BE PERMITTED ONCE FORECLOSURE HAS

BEGUN (24 CFR 203. 608).  The mortgagee may refuse reinstatement if:

 A. the mortgagee has accepted reinstatement after having begun

foreclosure within two years immediately before the beginning of

the current action;

 B. the reinstatement will preclude foreclosure in the event of a

subsequent default; or

 C. the reinstatement will adversely affect the priority of the

mortgage lien. 

7-16 INSPECTION AND PRESERVATION OF PROPERTIES (24 CFR 203. 377). 

 Properties securing mortgages that are delinquent or in  default impose added servicing responsibilities.  Failure  to meet those responsibilities can result in significant  reductions in amounts included in the settlement of claims  for mortgage insurance benefits.  For detailed requirements  and actions outstanding with respect to claims see Chapter  9 and outstanding Claims Instructions. 

*

7-17 DELINQUENCY AND FORECLOSURE RATIOS.  In analyzing your  collection department's effectiveness, it is suggested  that Management continuously review the Delinquency,   Foreclosure, deed-in-lieu and Cure Rates of the servicing portfolio.  The data should be reviewed relative to geography, demographics, comparisons relative to other lending institutions, etc.  to determine policies and procedures that comply with HUD's servicing requirements.   *    

 CHAPTER 8.  HUD-APPROVED RELIEF PROVISIONS

8-1 FORBEARANCE RELIEF.  Any of the relief measures discussed in this

 chapter may be used.  Mortgagees are expected to make a concerted

 effort to avoid the foreclosure or assignment of HUD-insured

 mortgages, and to utilize acceptable methods of forbearance relief,

 wherever feasible and when:

 A.  it is reasonable for the mortgagee to believe that the mortgagor

 can and will resume the mortgage payments;

 B.  the forbearance plan entered into is made up of set "reasonable"

 monthly payments (i. e, one that has provided for specific monthly

 payments based on the mortgagor's ability to pay); and

 C.  compliance with the terms of the forbearance plan will bring the

 mortgage completely current paid in full. 

Mortgagees are expected to refrain from foreclosure where it is

determined that the case may be salvaged through the use of one or

more of these procedures. 

 NOTE: Failure to abide by these rules could result in curtailment

 of the claim. 

The decision to grant forbearance is at the discretion of the

mortgagee.  However, repeated refusal to afford such relief under

conditions in which it might have precluded foreclosure or the need to

assign the mortgage to HUD might be considered cause for suspension or

termination of the mortgagee's approval. 

8-2 DELINQUENCY AND DEFAULT COUNSELING.  Mortgagors who are one or more

 months behind in their mortgage payments must receive a list of

 HUD-approved housing counseling agencies in their state.  This action

 is required by Section 169 of the Housing and Community Development

 Act of 1987. 

The intent of the Act is to provide mortgagors with the opportunity to

contact HUD-approved housing counseling agencies, obtain counseling

advice and assistance, and become current on their monthly mortgage

payments.  Housing counseling agencies will advise and assist

mortgagors during the period of delinquency and default, and also

during the mortgage assignment process.  Mortgagors who receive

counseling early are much more likely to bring their mortgages

current, and bring them current within a smaller period of time. 

There are no penalties in the Act.  However, the mortgagor may request

the court to stop foreclosure proceedings until the mortgagee provides

the list and the mortgagor has had sufficient time to seek housing

counseling.  If foreclosure has occurred, the court may hold the

mortgagee liable for losses sustained on account of the foreclosure. 

8-3 FORBEARANCE PROCEDURES

 A.  Withholding Of Foreclosure By Mortgagee.  The mortgagee may hold

 the account in a default status and withhold taking action to

 acquire the property while continuing to work with the mortgagor. 

 All funds remitted by the mortgagor during this period shall be

applied to the account in accordance with the terms of the

mortgage.  Since the date of default is thirty days after the

date of the oldest unpaid installment (Paragraph 7-2E), the

account can be carried in default for an extended period of time,

if the mortgagor makes payments during the period of default. 

 NOTE:Each payment made by the mortgagor will advance the

date of default since the payment must be applied to

the oldest unpaid installment due. 

 B. Types Of Forbearance.  Forbearance agreements are generally

classified as informal, formal or special.  Any delinquent

mortgagor may be offered forbearance.  Mortgagees have greater

flexibility in the use of informal or formal forbearance

agreements than for special forbearance agreements.  Repayment

plans and Forbearance agreements must always be realistic and

based upon the mortgagor's ability to pay.  (See Appendix 24 for

examples of a formal forbearance agreement (repayment plan) and

the two types of special forbearance agreements. )

 1. Informal (Verbal) Forbearance.  A verbal agreement is

considered an informal forbearance agreement.  This type of

forbearance agreement may be used when the arrearage is

small and/or the duration of the agreement will be three

months or less. 

2. Formal Forbearance.  If the agreement is in writing, it is

considered a formal forbearance agreement.  This is usually

a short term (less than 18 months) repayment plan. 

 NOTE:Under 1 and 2 above, mortgagees may enter into a

repayment agreement by increasing mortgage payments

before the maturity date without prior HUD approval. 

 3. Special Forbearance.  A specific type of a formal

forbearance agreement is "special forbearance".  Special

forbearance is a servicing tool designed to give the

mortgagor more relief than is possible with a regular

repayment plan.  Only if all the requirements of 24 CFR

203. 614 have been met, can the forbearance agreement be

considered as a "special forbearance".  (See Paragraph 8-4). 

 C. Payment Of Insurance Claims.  The mortgagee may receive unpaid

mortgage note interest to a date specified in paragraph 8-4(D) if

a valid special forbearance has been entered into.  To this

extent, the mortgagee may benefit in the payment of his insurance

claim should the default not be curable and a conveyance claim

result. 

 This contrasts with the payment of interest at the debenture rate

from the date of default for cases where no special forbearance

was utilized.  The procedures for special forbearance are

described in Paragraph 8-4. 

8-4 SPECIAL FORBEARANCE PROCEDURE - (24 CFR 203. 614). 

 A. HUD Approval Not Required.  The mortgagee may grant special

forbearance relief without HUD approval, provided that:

 1. the mortgagor does not own other property subject to a

FHA/HUD-insured mortgage, and

 2. the default was caused by circumstances beyond the

mortgagor's control. 

 3. the special forbearance agreement will not require increased

payments before the original maturity date of the mortgage. 

 B. HUD Approval Required.  In no case shall a special forbearance be

appropriate if the default was not due to circumstances beyond

the mortgagor's control.  Where this condition is met, but the

circumstances of the case do not allow the mortgagee to enter

into a special forbearance without prior permission, the Field

Office manager may authorize the mortgagee to enter into a

written special forbearance agreement.  Mortgagees must request,

in writing, authorization for special forbearance in the

following instances:

 1. the suspension or reduction of payments is for a period of

more than 18 months. 

 2. the mortgagor owns other property subject to a HUD-insured

mortgage. 

 3. the forbearance agreement shall require increased payments

before the original maturity date of the mortgage. 

 In order for the local HUD Office to make a decision, the request

for an approval of a special forbearance agreement must be

accompanied by sufficient supporting documentation.  Some

examples of the type of supporting documentation normally needed

for the local HUD Office to make its decision are as follows:

 1. copy of the proposed forbearance agreement;

 2. copy of the ledger history;

 3. copy of the collection history;

 4. copies of the HUD assignment letters, if applicable;

 5. copies of any relevant financial documentation provided by

the mortgagor;

 6. copy of the management review checklist establishing

mortgagor's eligibility;

 7. signed copy of the "Special Forbearance Checklist" (See

Appendix 23); and

 8. any other documentation which will assist in establishing

mortgagor's eligibility. 

 For all claims where the mortgagee requested mortgage note

interest reimbursement for a special forbearance agreement, the

mortgagee must maintain in the claim review file all supporting

documentation and the response from the local HUD office if

applicable. 

 C. Content Of Written Forbearance Agreement.  The requirements for

special forbearance agreements that the mortgagee may enter into

without HUD approval are very specific.  The mortgagee has more

flexibility in establishing the payment schedule for those

special forbearance agreements that have been approved by HUD. 

To be considered valid, all special forbearance agreements must

provide the mortgagor some additional relief.  (See Appendix 24

for examples of special forbearance agreements. )

 1. Agreements not requiring prior HUD approval.  The written

forbearance agreement shall provide for:

 a. the suspension or reduction of payments for a period of

not more than 18 months, or it may acknowledge that

payments have already been suspended or reduced; and

 NOTE:The fact that forbearance agreements are entered

into because payments have been missed, does not

automatically constitute compliance with this

requirement.  In order to meet this requirement,

previously missed mortgage payments must be

acknowledged in the written special forbearance

agreement. 

 b. the resumption of regular mortgage payments after the

period of reduced or suspended payments; and

 c. the repayment of the total unpaid amount accruing prior

to and during the period of reduced or suspended

payments on or before a date extending beyond the

original maturity date for a period no longer than the

forbearance. 

 2. Agreements requiring prior HUD approval.  The written

agreement shall provide for:

 a. temporary relief for the mortgagor.  To accomplish this

relief, mortgagees may utilize a combination of periods

of reduced and\or suspended payments as well as periods

where the mortgagor may be required to make only his

regular payment;

 b. a realistic schedule of increased payments that will

enable the mortgagor to bring his account current based

upon his ability to pay;

 c. the resumption of the mortgagor's regular payments

after the expiration of the forbearance period; and

 d. the payment of the total unpaid amount accruing prior

to and during the period of forbearance on or before

the maturity date of the mortgage or on or before a

date subsequent to the maturity date that is approved

by HUD. 

 D. Payment Of Insurance Claims - Special Forbearance. 

 When the mortgagee extends special forbearance pursuant to

Paragraph 8-4A or 8-4B, it will receive, as part of its insurance

settlement on special forbearance agreements, unpaid mortgage

interest, including all amounts accrued prior to the execution of

the forbearance, computed to the earliest of the applicable dates

described below:

 1. the date of assignment of the mortgage to the Secretary;

 2. the date of institution of foreclosure proceedings;

 3. the date of the deed in lieu of foreclosure;

 4. a date 90 days following the date the mortgagor fails to

meet the requirements of the forbearance agreement, or

 5. such other date as the Field Office manager may approve, in

writing, prior to the expiration of the 90-day period. 

 When circumstances beyond the mortgagee's control require an

additional period of time, an extension

 of time may be requested from the local Field Office manager

as long as the request is submitted prior to the expiration

of the approved extension. 

 NOTE:If a claim for insurance benefits is filed as a result

of the mortgagor's default under the agreement, a copy

of the forbearance agreement must accompany the claim. 

Any request of mortgage note interest on a claim for

insurance benefits which is not fully supported, will

not be honored.  The "Special Forbearance Checklist"

was developed as a tool to help mortgagees establish if

the case meets the minimum requirements for special

forbearance.  A signed copy of the checklist must be

submitted with the claim and a signed copy must be

maintained with the claim review file. 

8-5 FORBEARANCE RELIEF PROVISIONS FOR MILITARY PERSONNEL

 A. Paragraphs 8-3 And 8-4.  The forbearance relief provisions

described in Paragraphs 8-3 and 8-4 are available to all

mortgagors including military personnel.  Use of written

forbearance agreements with mortgagors who are in military

service is encouraged. 

 B. HUD Regulations 24 CFR 203. 345 and 203. 346.  These regulations

provide for persons called to active military service two special

relief measures which are as follows:

 1. ".  .  .  the mortgagee may, by written agreement with the

mortgagor, postpone for the period of military service and

for 3 months thereafter any part of the monthly mortgage

payment which represents amortization of principal.  The

agreement shall contain a provision for the resumption of

monthly payments after such period in amounts which will

completely amortize the mortgage debt within the maturity as

provided in the original mortgage .  .  .  "

 2. "If at any time during default the mortgagor is a person in

military service, as such term is defined in the Soldiers'

and Sailors' Civil Relief Act of 1940, the period during

which he is in such service shall be excluded in computing

the one-year period within which the mortgagee shall

commence foreclosure or acquire the property by other means as provided in this

subpart. "

 Section 203. 346 permits the mortgagee which commences

foreclosure proceedings during the period of military

service to voluntarily postpone completing them while the

mortgagor is on active duty, regardless of whether

application has been made to a court for a stay of

foreclosure.  Mortgagees may voluntarily withhold

foreclosure with or without applying partial payments which

advance the date of default. 

 C. The Soldiers' And Sailors' Civil Relief Act Of 1940 (The Act). 

This Act provides additional relief, but it does not amend the

National Housing Act.  HUD has always taken the view that it is

not in a position to interpret all the various provisions of the

Act as they may affect rights between mortgagees and mortgagors. 

Such interpretations should be obtained from the Department of

Defense, the mortgagee's attorney, or are a matter for

determination by the courts. 

 The provisions of the Act apply only to military personnel who

had a mortgage obligation prior to enlistment or induction for an

initial tour of duty or prior to recall after a break in service,

and to reservists or National Guard members who have an existing

contract obligation when subsequently ordered to active duty. 

Section 511 of the Act defines a person in the military service

as all members of the Army, Navy, Marine Corps, Air Force, and

Coast Guard, and Public Health Officers detailed to the Army or

Navy on active duty. 

 1. Protection During Foreclosure.  Sections 520, 532 and 590

provide protections during foreclosure, but the Act does not

relieve a mortgagor in military service of the obligation to

make mortgage payments during the period of service,

although a court may grant a stay of enforcement of the

obligation. 

 The Act is not a bar to foreclosure, but foreclosure sales

during the period of military service or within three months

thereafter are not valid, under Section 532, unless: (1)

the courts permit them because of their determination that

military service has not materially affected the mortgagor's

 ability to pay the debt, or (2) they take place pursuant to

a written agreement entered into after the commencement of

active duty between the parties involved, as provided in

Section 517 of the Act.  Violations of Section 532 can

result in a prison term up to one year or a fine up to

$1,000 or both. 

 2. Assignment Program Requirements for Mortgages Affected by

the Act. 

 a. When Court Permission is Required for Assignment

Letters.  Whenever an affected mortgage is in default

and the court's permission is needed to either initiate

or complete foreclosure, the mortgagee must obtain such

permission prior to sending the assignment letter 2 or

3.  (This is to assure the ability to foreclose. ) If

the court permits the initiation and completion of

foreclosure, foreclosure must be suspended until the

assignment notices are sent.  If the mortgagor requests

assignment, the suspension must continue until the

Field Office issues a final decision. 

 b. When Court Permission is Not Required for Assignment

Letters.  Under two conditions court permission is not

required:

(1)If the account remains in default after six months

from the completion of active duty and the

mortgagor has not been approved for a "stay of

foreclosure" to extend a repayment plan under

Section 590 of the Act, a mortgagee may send the

required assignment letters without seeking prior

approval of the court to initiate or complete

foreclosure. 

(2)If a mortgagor has obtained a repayment plan under

Section 590 but fails to keep the terms of the

court approved plan, assignment letters may be

sent without court approval. 

 3. Reduction of Interest Rate.  See Appendix 24(A) for

discussion of reduction of mortgage interest rate provided

by the Act, and its effect on claim payments. 

 D. HUD-Approved Extensions Of Forbearance Are Not Required.  Cases

involving military personnel do not require HUD-approved

extensions of forbearance for the period of military service

which may extend beyond 18 months, but, in no event shall extend

beyond 3 months after discharge. 

8-6 RECASTING A MORTGAGE (24 CFR 203. 616 and 203. 342).  If a mortgagee and

mortgagor are in mutual agreement, the mortgagee may grant relief to

the mortgagor by modifying the amortization provisions of the mortgage

to recast the total unpaid amount due under the mortgage to become the

new principal balance due over the remaining term of the mortgage or a

longer term as provided by 24 CFR 203. 616.  (See Paragraph 3-2 for

detailed instructions as to how mortgages may be recast (modified)). 

8-7 SPECIAL RELIEF PROVISIONS - ASSIGNMENT OF DEFAULTED MORTGAGES TO THE

SECRETARY.  To give financially distressed mortgagors an opportunity

to avoid foreclosure and retain their homes, mortgagees must abide by

the following assignment program procedures.  It is HUD's position

that mortgagees may not commence foreclosure or acquisition of the

property until the requirements of the assignment program have been

met.  (See Appendix 25, Assignment Program Schedule. )

 NOTE:The requirement to accept assignments applies to all insured

single family mortgages, including single family mortgages

coinsured by HUD pursuant to Section 244 of the National

Housing Act. 

The eligibility and procedural requirements of this paragraph

(Paragraph 8-7) apply to acceptance of assignments under the

provisions of 24 CFR Section 203. 650 through 203. 666 of the

regulations. 

Assignment Requests for Coinsured Mortgages.  Mortgages which have

been coinsured under appropriate Sections of the National Housing Act

are eligible for assignment consideration.  Assignment processing

procedures are not affected by the coinsurance agreement between HUD

and an FHA-approved coinsurance mortgagee. 

The only difference between a coinsured mortgage and any other

mortgage is that if the coinsured claim is presented within the period

of coinsurance (i. e. , the first 60 months of the mortgage), an

accounting adjustment is made in HUD

Headquarters between a portion of the mortgagee's claim amount and the

amount set aside in the mortgagee's Coinsurance Reserve Account. 

 A. Eligibility Criteria.  The criteria listed below are the only

criteria on which eligibility for assignment may be based.  No

other criteria may be considered and the facts relied upon in

making a decision must be related specifically to these criteria. 

 1. The mortgagee must have indicated to the mortgagor its

intention to foreclose the mortgage.  The following

requirements must be met in order to satisfy this criterion:

 a. The mortgagee must be able to foreclose.  The mortgagee

is presumed to be able to foreclose unless, under

applicable State and Federal law (including the

bankruptcy acts), it is unable to begin the foreclosure

process. 

 NOTE:If a mortgagor is involved in bankruptcy

proceedings, the mortgage cannot be considered,

accepted or rejected for assignment until the

court has dismissed or completed the bankruptcy

proceedings, or has exempted the mortgaged

property from the bankruptcy proceeding. 

 Since a bankruptcy filing prohibits foreclosure

action until the bankruptcy is dismissed or

completed, or the mortgaged property is exempted

from the bankruptcy proceeding, the following

actions will be taken by Field Offices on

assignment cases involving bankruptcy. 

(1)If Letter #3 has been sent and the mortgagor

filed bankruptcy before the time period for

appeal to the Department elapsed, the

assignment letters #2 or #3 must be sent

again when the bankruptcy stay is lifted to

afford the mortgagor the opportunity for an

assignment eligibility review.  If payments

have been applied during the bankruptcy there

would be a new date of default.  The new

default date 

would be 30 days after the due date of the oldest

unpaid installment. 

(2)If Letter #2 has been sent before the bankruptcy

was filed and before the Field Office had

announced a final decision, the case would be

returned to the mortgagee for additional servicing

until the mortgage became current or the

bankruptcy stay was lifted.  Upon lifting of the

stay the mortgagee must refer the case back to the

Field Office to be reopened and processed to a

final decision if the mortgage is still at least 3

months due and unpaid.  If during the bankruptcy

the case later was brought current and later went

into default, the assignment letters must be

re-sent with the new date of default as the basis

for eligibility under the circumstances criterion. 

(3)Bankruptcy Payments Applied. 

(a)If Letter #3 has been sent and the mortgagor

files bankruptcy AFTER 20 days has expired

and did not contact the local Field Office,

the mortgagee may proceed directly to

foreclosure after the stay is lifted without

sending the HUD Letter 1, 2, or 3 again, if

payments applied during the bankruptcy

process do not bring the account less than 3

months due and unpaid. 

(b)If Letter #3 has been sent and the mortgagor

files bankruptcy AFTER 20 days has expired

and did not contact the local Field Office

and payments made through the process brings

the account less than 3 months due and

unpaid, the mortgagee looses its ability to

foreclose and HUD letters 1, 2, and 3 must be

re-sent as if it is a new default, once the

stay has been lifted. 

(4)If the bankruptcy is filed after the Field Office

issued a final decision letter and the mortgage is

neither reinstated nor becomes less than 3 months

due and unpaid 

during the bankruptcy, then foreclosure may be

initiated without sending the assignment letters

again.  Of course, if the ability to foreclose is

lost because the account became less than 3 months

past due during the bankruptcy, assignment letters

must be sent for the new default. 

(5)If foreclosure was initiated by the mortgagee and

was stopped on the day of the sale due to a

bankruptcy declaration by the mortgagor, the

mortgagee does not re-send the assignment letters

and can proceed with the foreclosure after the

bankruptcy stay is lifted. 

(6)At any time that the intent to foreclose is

withdrawn by either a formal or informal

forbearance agreement with the mortgagor before

HUD receives an assignment request, the assignment

letters must be sent if the forbearance fails to

bring the account current. 

 b. The servicing mortgagee must have made the decision to

foreclose prior to sending HUD Letter #2 or 3 to the

mortgagor.  The investor approval must be obtained

prior to Letter #2 or 3 being sent.  (See Paragraph

7-11. )

(1)This approval or final decision to foreclose may

be made by:

(a)the holder of the mortgage; or

(b)a servicing mortgagee authorized by the

holding mortgagee to make the final decision

to foreclose. 

NOTE:Where a servicing mortgagee recommends to the

holding mortgagee that foreclosure be

approved, the holding mortgagee must give

written approval for the servicing mortgagee

to begin foreclosure proceedings.  Blanket

approval from the investor is acceptable. 

 Even though the servicing mortgagee has made

a decision to foreclose, the servicer does

not have to obtain the foreclosure approval until notifying the mortgagor

of its decision to request or not request that HUD

accept an assignment; that is, prior to sending

Notice #2 or #3.  This approval must be sent with

the assignment processing package to the local HUD

Office. 

(2)An approval to foreclose on an investor's mortgage

may be conditioned upon HUD's rejection of an

assignment request, but the authorization can

include no other conditions. 

 c. The mortgagee must have notified the mortgagor of its

intention to foreclose.  The mortgagee must have given

the mortgagor two separate, written notifications of

his or her rights under the assignment program.  The

notices must have included the foreign language text

and entire substance of the examples as shown in

Appendix 26, 27, or 28. 

 2. After any partial payments that may have been accepted from

the mortgagor have been applied to the mortgage, at least 3

full monthly installments must remain due and unpaid on the

mortgage.  This criterion is satisfied the day after the due

date of the third completely unpaid installment. 

 NOTE:HUD Letter #1 can be sent as early as the 61st day

of delinquency. 

 Example:If the full January, February and March

installments are unpaid, three full installments

are due and unpaid on the day after the March due

date.  But, if any part of the January installment

has been paid, three full installments will not be

due and unpaid unless the April installment is

completely unpaid. 

 This criterion is satisfied when the amount due and unpaid

equals or exceeds the total of 3 monthly installments. 

 NOTE:On mortgages insured under Section 235, this

refers only to the mortgagor's share of the

monthly installment. 

 a. Any partial payments accepted by the mortgagee must be

applied to the account prior to calculating the date of

default. 

 b. Partial payments accepted on a delinquent account that

is being reviewed by HUD for an assignment must be

reported to the local Field Office as it could advance

the date of default. 

 c. If the date of default has already been established by

the issuance of the HUD preliminary decision letter

then the date of default would not be advanced. 

 d. If a preliminary review has not been issued and a

partial payment is accepted which reduces the mortgage

delinquency to the point where the mortgage is no

longer three or more full monthly installments behind,

the assignment request must be closed out by the local

Field Office and returned to the mortgagee for further

servicing. 

NOTE:Refer to Chapter 7-9 for partial payment

requirements. 

Example:If a mortgagor who owes 5 monthly

installments receives HUD Letter #3 and then

pays the equivalent of 3 monthly installments

(and the payment is accepted by the

mortgagee), consideration for the assignment

program cannot continue as the mortgage is no

longer 3 full monthly installments due and

unpaid on the mortgage. 

At a later date, should the mortgage again become 3

full monthly installments delinquent, the mortgagor

would be entitled to assignment consideration a second

time.  The date of default would be calculated in

accordance with Paragraph 7-2E based on this

delinquency (i. e. , 30 days after the due date of the

oldest unpaid installment).  The mortgagee would then

re-send the HUD assignment letters. 

 3. The property is the mortgagor's principal residence. 

Since mortgagees may not have enough information to decide

this criteria and only HUD has the authority to waive this

criteria, mortgagees must document the case file with

respect to criteria. 

 4. The mortgagor does not own other property subject to a

mortgage insured or held by HUD. 

 Since mortgagees may not have enough information to decide

this criteria and only HUD has the authority to waive this

criteria, mortgagees must document the case file with

respect to criteria. 

 5. The default must have been caused by a circumstance or set

of circumstances beyond the mortgagor's control which

rendered the family unable to cure the delinquency within a

reasonable time or make full mortgage payments. 

 NOTE:When defining the date of default as it relates to

the circumstances of the mortgagor, the date of

default as cited in Paragraph 8-7A1a(1) must be

used. 

 Examples of qualifying reasons for default include, but are

not limited to:

 a. Curtailment of family income such as unemployment or

underemployment; loss, reduction or delay in receipt of

federal, state, municipal benefits (e. g. , Social

Security, Supplemental Security Income, Public

Assistance, government pensions) or of private benefit

payments (e. g. , pensions, annuities, retirement plans);

loss of support payments; or other loss of income due

to divorce, illness or death. 

 b. Uninsured damage to the mortgaged property, affecting

its livability and necessitating costly repairs. 

 c. Expenses related to death or illness in the mortgagor's

household or of family members living outside the

household which have significantly reduced the amount

of income available to meet the mortgage payment. 

 d. Unanticipated increase in payments to mortgage escrow

account to compensate for past underestimates of

requirements. 

 6. There is a reasonable prospect that the mortgagor will be

able to resume full mortgage payments after a temporary

period of reduced or suspended payments, not exceeding 36

months, and will be able to pay the mortgage in full by its

original maturity date extended, if necessary, by up to 10

years. 

 a. When evaluating this criterion, the mortgagee shall

determine if the mortgagor's prospective income will be

sufficient to cover the minimum payment which can be

expected at the time full payments resume (a date no

more than 36 months after the assignment is accepted). 

This minimum payment is the amount needed to cover

monthly escrow requirements and to amortize the

outstanding principal balance and accrued delinquencies

over the remaining term of the mortgage or over the

original term extended by up to 10 years. 

 b. Future ability to pay is the key factor in evaluating

this criterion (not present income or credit history). 

No applicant for assignment shall be determined

ineligible based simply upon lack or type of income at

the time the assignment request is processed.  All

present (if the mortgagor is employed at the time the

assignment is being processed) and prospective sources

of income must be considered when determining

reasonable prospect for repayment, such as employment,

welfare payments, pensions, insurance awards, child

support and alimony payments, etc.  Likewise, no

mortgagor may be denied an assignment simply because

his/her housing expense exceeds an arbitrary benchmark

(e. g. , 35 percent of net effective income).  Each

mortgagor must be evaluated according to his or her

family's needs and lifestyle. 

In evaluating this criterion, mortgagees shall consider

the income and expenses reported by the mortgagor on

Form HUD-92068F, Request for Financial Information

(Appendix 29), as well as the factors listed below. 

(1)Non-Cash Benefits Which Reduce Expenses.  Some

households receive services or non-cash benefits

which reduce their cash

outlay for living expenses and free more income

for application to the mortgage payment. 

Such benefits could include, but are not

necessarily limited to, food stamps, free medical

services (in the case of military or low income

families), company-provided automobile, or receipt

of food and clothing from family members living

outside the household. 

 (2)Changes in Recurring Expenses.  Monthly expenses

may change in the future as age and composition of

the household alters, short-term or installment

loans are paid in full, members of the household

transfer from school to full-time employment, or

vice versa. 

 (3)Lifestyle.  Each household distributes its income

according to its own priority of needs.  Some

households prefer to hold housing expenses to a

minimum and spend a larger proportion of their

income on recreation or non-essential items while

others will forego non-essentials and invest a

high percentage of their income in a home. 

The mortgagor's past spending patterns should be

reviewed carefully.  If the mortgagor has

demonstrated the ability to make regular mortgage

payments, even when those payments represented a

large percentage of his or her income, the

mortgagor should be given the benefit of the doubt

when evaluating ability to resume full payments

and pay in full by the maturity date. 

 (4)Employment, Earning Potential and Non-Wage Income. 

Prospects for employment or salary increases will

vary according to the job skills, work history and

career ladder of the individual.  For example, an

individual hired in an intern or training slot

could be reasonably certain of sizeable salary

increases over the next few years, where an

individual with skills

limited to traditionally lower paid jobs often

could not expect as much increase in income in the

future. 

Where a person is presently out of work and is not

suffering from any disability that will prevent

reemployment, and is seeking work, all doubts as

to future employability should be resolved in

his/her favor.  In addition, it should be

recognized that there are cases where non-wage

income (such as public assistance, retirement,

etc. ) is sufficient to enable the mortgagor to pay

the mortgage in full. 

 (5)Household Composition.  Both the income and

expenses of the household will change as members

are added to or leave the household.  Living

expenses may decrease as teenage children leave

home or increase as new members are added.  Income

may decrease as children reach the legal adult age

and Aid for Dependent Children or social security

payments are terminated; conversely, income could

increase as these members remain in the household

and obtain full-time jobs. 

 (6)Income From a Third Party.  In evaluating a

mortgagor's ability to pay, the mortgagee may

recognize income pledged to the mortgagor by a

third party provided the third party can

reasonably be expected to meet his/her pledge and

the third party gives the mortgagee a written

statement of the terms of his/her commitment.  The

statement need not be a formal or a legally

binding document. 

 B. Mortgagee Decisions.  Except in those cases discussed in

Paragraph C3 below, the mortgagee or its servicer must decide

prior to initiating foreclosure whether to request that HUD

accept assignment of the mortgage in order to avoid the

foreclosure.  (See Paragraph 7-11A1. )

 The mortgagee shall evaluate each of the eligibility criteria

separately and shall document its conclusions.  Since criteria 1

and 2 are prerequisites to foreclosure and since HUD has the

authority to waive criteria 3 and

 4, the mortgagee shall decide whether to request an assignment

based primarily upon its evaluation of criteria 5 and 6.  The

mortgagee should merely document its findings on criteria 3 and

4. 

 If the mortgagee determines that criteria 1, 2, 5 and 6 are met,

the mortgagee must request that HUD accept an assignment and must

proceed as directed in Paragraph Cl below. 

 If the mortgagee determines that criteria 5 or 6 are not met, the

mortgagee shall proceed as directed in Paragraph C2 below. 

 C. Notice To Mortgagors And HUD.  Except for cases discussed in

Paragraph C(3) below, mortgagees must notify the mortgagor by

sending HUD Letter #1 and must allow the mortgagor at least 7

calendar days to complete and return the Form HUD-92068F

(Appendix 29).  The mortgagee must also allow the mortgagor to

submit any other information that might demonstrate his/her

eligibility for assignment (also see Paragraph 7-7H). 

 NOTE:Mailing Requirements.  The HUD assignment letters must

be sent by regular mail service.  If the mortgagee

elects to use special mailing (i. e. , Registered or

Certified) the costs must be absorbed by the mortgagee

and the letters must also be sent by regular mail

service. 

 The mandatory wording of HUD Letter #1 is given in Appendix 26. 

The local Field Office need not receive a copy of the HUD Letter

#1 at this stage of processing. 

 Upon receipt of the Form HUD-92068F, the mortgagee must analyze

the case file, determine if the case meets the criteria for

assignment and must decide whether to request that HUD accept an

assignment on that case. 

 Should the mortgagor fail to return the Form HUD-92068F requested

in the mortgagee's HUD Letter #1, the mortgagee must evaluate the

assignment criteria using all available information collected

during previous contacts and shall send either HUD Letter #2 or

3, as appropriate. 

 1. When the mortgagee decides to request that HUD accept an

assignment, the mortgagee must notify both the local HUD

Field Office and the mortgagor.  The notice to the mortgagor

shall include the exact

 wording in its entirety as shown in HUD Letter #2 (Appendix

27). 

 The notification to the local Field Office shall be in the

form of a letter requesting the assignment and shall be

accompanied by the following:

 a. a fully completed Form HUD-92206, Background Data on

Request for Assignment of Mortgage to HUD, (Appendix

30);

 b. a copy of Form HUD-92068F (Appendix 29) completed by

the mortgagor;

 NOTE:Should the mortgagor fail to complete Form

HUD-92068-F, the mortgagee must include a

statement on this form to that effect. 

 c. a copy of HUD Letters 1 and 2 to the mortgagor required

by this paragraph and Paragraph C1 above;

 d. a copy of the ledger record or payment record card

reflecting the payment history for the 12 months prior

to the oldest unpaid installment on the account or

since the indebtedness was assumed by the present

mortgagor (if this date is more recent);

 e. copies of all related collection records covering the

same time period as in Paragraph d.  above and

documenting the efforts of the mortgagee's staff to

collect the debt and the mortgagor's reactions to those

efforts;

 f. a copy of the Mortgage Insurance Certificate;

 g. documentation that a comprehensive management review

was completed (i. e. , foreclosure review committee

checklist) and mortgage holder's approval to foreclose;

and a copy of the management review checksheet for the

Assignmen Program process.  (See Paragraph 7-11A4

NOTE. )

 h. on Section 235 mortgages only, copies of all income

verifications, the copies of the last two required

recertifications (Forms HUD-93101 (Appendix 31) and

93101-A (Appendix 32)] and Form HUD-93114 (Appendix

33), Notice of 

Suspension, Termination or Reinstatement of Assistance,

if applicable. 

 2. When the mortgagee decides not to request that HUD accept

assignment, the mortgagor shall be notified of the decision

by a letter including the mandatory exact wording in its

entirety as shown in HUD Letter #3 of Appendix 28.  The

mandatory letter must:

 a. include a statement that the mortgagee has decided to

foreclose and has decided not to request that HUD

accept the assignment;

 b. state specific criterion (criteria) not met using the

mandatory exact wording in Paragraph 8-7A5 and

Paragraph 8-7A6;

 c. state the facts and reasoning relied upon in reaching

the decision that the criteria were not met;

 d. describe the mortgagor's right to request that HUD

accept the assignment;

 e. give a brief, but clear, explanation of the effect of

assignment;

 f. specify the 15-day time limit within which the

mortgagor must act; and

 g. advise the mortgagor to seek legal or professional

assistance if he/she does not understand his/her rights

and obligations. 

 3. If a mortgagee initiates foreclosure without sending the

mortgagor the notices required above, the Field Office shall

indicate to the mortgagee that it has violated the

assignment procedure and shall direct the mortgagee to stay

the foreclosure action.  Where necessary, the Field Office

shall take steps to ensure that foreclosure does not proceed

until the assignment processing is completed. 

 The mortgagee may foreclose without sending the mortgagor

the letters discussed in Paragraphs 8-7C1 and 8-7C2 above

only when one or more of the following circumstances exists;

(The mortgagee's

 case file must clearly document that these conditions

exist. )

 a. the mortgaged property has been abandoned, or has been

vacant for more than 60 days;

 b. the mortgagor, after being clearly advised of the

options available for relief, has clearly stated in

writing that he/she has no intention of fulfilling

his/her obligation under the mortgage; and/or

 c. the mortgaged property is not the mortgagor's principal

residence and it is occupied by tenants who are paying

rent, but the rental income is not being applied to the

mortgage debt. 

 d. the property is owned by a corporation or partnership. 

 4. Spanish Language Warning.  The notices required by

Paragraphs 8-7C1 and 8-7C2 shall contain a warning to

Spanish-speaking mortgagors to have the notice translated. 

Mortgagees which are aware of other non-English speaking

mortgagors should provide the warning in the native language

of that mortgagor, in addition to the required Spanish

language warning. 

 NOTE:These warnings are mandatory, must be placed at

the top of the letter and must be quoted verbatim. 

 The warnings to be used are as follows:

 a. Appendix 26 - HUD Letter #1 Warning

 (1)Spanish Translation of HUD Letter #1 Warning

ESTA NOTIFICACION ES DE SUMA IMPORTANCIA, PUES

AFECTA SU DERECHO A CONTINUAR VIVIENDO EN SU CASA. 

SI NO COMPRENDE EL CONTENIDO, DE ESTA CARTA,

OBTENGA UNA TRADUCCION INMEDIATAMENTE.  SI USTED

NO RESPONDE DENTRO DE SIETE (7) DIAS A PARTIR DE

LA FECHA DE ESTA NOTIFICACION, USTED PUEDE PERDER

SU CASA EN EL FUTURO. 
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 (2)English Translation of HUD Letter #1 Warning

THIS NOTICE IS EXTREMELY IMPORTANT BECAUSE IT

AFFECTS YOUR RIGHT TO CONTINUE LIVING IN YOUR

HOME.  IF YOU DO NOT UNDERSTAND THE CONTENTS,

OBTAIN A TRANSLATION IMMEDIATELY.  IF YOU DO NOT

RESPOND WITHIN SEVEN (7) DAYS OF THIS NOTICE, YOU

COULD LOSE YOUR HOME IN THE FUTURE. 

 b. APPENDIX 27 - HUD Letter #2 Warning

 (1)Spanish Translation of HUD Letter #2 Warning

ESTA NOTIFICACION ES DE SUMA IMPORTANCIA, PUES

AFECTA SU DERECHO A CONTINUAR VIVIENDO EN SU CASA. 

SI NO COMPRENDE EL CONTENIDO, DE ESTA CARTA;

OBTENGA UNA TRADUCCION INMEDIATAMENTE. 

 (2)English Translation of HUD Letter #2 Warning

THIS NOTICE IS EXTREMELY IMPORTANT BECAUSE IT

AFFECTS YOUR RIGHT TO CONTINUE LIVING IN YOUR

HOME.  IF YOU DO NOT UNDERSTAND THE CONTENTS,

OBTAIN A TRANSLATION IMMEDIATELY. 

 c. APPENDIX 28 - HUD Letter #3 Warning

 (1)Spanish Translation of HUD Letter #3 Warning

ESTA NOTIFICACION ES DE SUMA IMPORTANCIA, PUES

AFECTA SU DERECHO A CONTINUAR VIVIENDO EN SU CASA. 

SI NO COMPRENDE EL CONTENIDO DE ESTA CARTA OBTENGA

UNA TRADUCCION INMEDIATAMENTE.  SI USTED NO

RESPONDE A HUD AL ( ) ________ DENTRO DE QUINCE

(15) DIAS A PARTIR DE LA FECHA DE ESTA

NOTIFICACION, USTED PUEDE PERDER SU CASA EN EL

FUTURO. 

 (2)English Translation of HUD Letter #3 Warning
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THIS NOTICE IS EXTREMELY IMPORTANT BECAUSE IT

AFFECTS YOUR RIGHT TO CONTINUE LIVING IN YOUR

HOME.  IF YOU DO NOT UNDERSTAND THE CONTENTS,

OBTAIN A TRANSLATION IMMEDIATELY.  IF YOU DO NOT

RESPOND TO HUD AT (___) _______ WITHIN FIFTEEN

(15) DAYS OF THE DATE OF THIS NOTICE, YOU COULD

LOSE YOUR HOME IN THE FUTURE. 

 5. Spanish Speaking Staff.  Should there be a Spanish speaker

on the staff, it would be prudent to have that person proof

read all Spanish text after final typing.  A typographical

error could occur when a foreign language is being copied by

someone who is not familiar with the language, which could

change the entire meaning of the warning. 

 If a member of the staff is fluent in Spanish, his/her

telephone number may be given to help the mortgagor in the

translation by adding to each HUD Letter Warning the

following sentence:

 LA TRADUCCION LA PUEDE OBTENER LLAMANDO SR(A) _____ AL

TELEFONO (____)____________. 

 English Translation:

 THE TRANSLATION CAN BE OBTAINED BY CALLING ___

 ___(name)____ AT THIS TELEPHONE NUMBER (____) _________. 

 D. Time Limits.  All time limits for the sending of required notices

(letters) and for mortgagor's required responses shall be deemed

to be calendar days, unless otherwise expressly stated. 

 NOTE:If the last day for sending any letter, performing any

act or making any response falls on a Saturday, Sunday

or legal holiday, the last day for sending such notice,

doing such act or making such response shall be the

next following regular working day. 

Because of the time frames involved in the HUD

assignments, mortgagees must mail the HUD letters the

same day that they are dated in order to provide

sufficient time for the mortgagor to respond.  This

procedure is imperative when sending the HUD 3 Letter. 
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 E. HUD Field Office Processing.  Once a mortgagee has notified a

mortgagor that it intends to foreclose and does not intend to

request that HUD accept an assignment of the mortgage, the

mortgagor has 15 calendar days in which to request that HUD

accept assignment of the mortgage.  During this period of time

the mortgagee must withhold foreclosure. 

 1. If the mortgagor responds within this time period, the local

Field Office will:

 a. direct the mortgagee to delay the initiation of

foreclosure while it considers the mortgagor's request;

 b. ask that the mortgagee provide the documentary

information identified in Paragraph 8-7C1 within 15

calendar days of the request.  This information must be

accompanied by an appropriate transmittal letter

explaining the reasoning underlying any "no" responses

to eligibility criteria in Section D of HUD Form-92206. 

Of particular interest are the mortgagees comments as

to whether (1) the default was caused by circumstances

beyond the mortgagors control, and (2) there is a

reasonable prospect that the mortgagor will be able to

resume full mortgage payments within 3 years and be

able to pay the mortgage in full by its maturity date. 

 c. determine if the mortgage is eligible for assignment

after reviewing the documentation received from the

mortgagee and the mortgagor as well as any other

material that may be in the case file;

 d. if all criteria in Paragraph 8-7A are met and/or should

be waived (Paragraph 8-7A3 only) the mortgagee shall be

instructed to assign the mortgage to HUD.  The

notification shall be in the form of an assignment

acceptance letter;

 e. if all criteria in Paragraph 8-7A are not met and/or

should not be waived (Paragraph 8-7A3 only) the

mortgagor shall be notified in writing of the final

decision;

 f. the mortgagee will be notified by copy of the final

decision letter it may proceed with foreclosure; or
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 g. return the case to the mortgagee for further servicing

where warranted. 

 2. Should the mortgagor fail to complete any specified action

within the required time limit, the Field Office shall:

 a. notify the mortgagee, in writing, that it may proceed

with foreclosure; and

 b. send the mortgagor a copy of the letter to the

mortgagee. 

 3. In the event the local HUD Office makes the decision to

reopen an assignment case for "good cause," mortgagees must

comply with HUD's request to delay foreclosure.  If a

subsequent assignment or rejection takes place, the

mortgagee will be reimbursed for any foreclosure expenses

(reasonable and customary) it may be incurred.  Mortgagees

will be reimbursed for additional foreclosure costs and will

be granted extensions, if appropriate. 

 F. General.  Mortgagees must take or refrain from taking action as

directed throughout Paragraph 8-7.  Field Offices will conduct

mortgage servicing reviews of a mortgagee's operation to assure

that mortgagees comply with respect to HUD's assignment

procedures (also see Paragraphs 1-2 and 8-7G). 

 NOTE:When a mortgagee demonstrates (1) a pattern of

noncompliance with HUD's assignment program

requirements, or (2) whenever a mortgagee refuses to

abide by HUD's direction to assign, or (3) to refrain

from foreclosure, acquisition, and/or dispossession

pending HUD's determination as to whether an assignment

will be accepted, the local Field Office shall

recommend appropriate sanctions to the Deputy Assistant

Secretary for Single Family Housing. 

These sanctions may include, but not necessarily be limited to, the suspension or withdrawal of the mortgagee's approval to participate in HUD's mortgage insurance programs.  Severity of penalty will be based on seriousness of the infraction (see 24 CFR 25. 5). 

The Office of Single Family Housing in Headquarters will review the recommendations made by the local Field Office and either intervene to secure correction or prepare a recommendation to the Mortgagee Review Board (24 CFR 203. 7(e)). 

 1. Return for Further Servicing.  HUD may determine it is appropriate to return cases for further servicing.  Some examples would be:

 a. a violation of regulations that has materially caused or added to the default, such as: improper handling of tax escrows; Section 235 subsidy; violations of the regulations or guidelines pertaining to the return of partial payments, or

 b. a violation such as: failure to have a management

review; improper determination to foreclose; or

permission to grant foreclosure by the mortgage holder

(if the holder and the servicer are not one and the

same), or

 NOTE:under a and b above, the local Field Office must

return the entire Assignment Request back to the

mortgagee to be properly resubmitted and serviced

before the package is considered for the

Assignment Program process. 

 c. a violation of other requirements such as: incomplete

documentation (i. e. , an Assignment Request Package

improperly or not signed by an authorizing official),

failure to provide checklists or other required

documentation to be submitted with the Assignment

Request is incomplete. 

 NOTE:under c above, the local Field Office may return

the entire Assignment Request back to the

mortgagee to be properly resubmitted and serviced

before the package is considered for the

Assignment Program process. 

 Field Offices will specify the corrective action the

mortgagee must take.  Mortgagees may not institute

foreclosure or issue new assignment letters until such

corrective action has been completed. 

 2. Initiation of Foreclosure.  After the date of notice that

HUD is considering assignment,

 mortgagees shall not initiate any action leading to

foreclosure of the mortgage. 

 The only time it is proper for the mortgagee to initiate

foreclosure is:

 a. when the property has been abandoned or vacant for more

than 60 days; or

 b. after 20 days from the date of its notice to the

mortgagor (i. e. , the letter from the mortgagee

notifying the mortgagor that it does not intend to ask

HUD to consider the mortgage for assignment) and the

mortgagee has not received notice from HUD that the

mortgagor has contacted HUD and requested the Secretary

to accept assignment of the mortgage (also see

Paragraph 8-7A1b); or

 c. when the mortgagee is advised by HUD that the mortgagor

has failed to take a prescribed action within the time

required; or

 d. when the mortgagee is advised by HUD that it has made a

final decision not to accept assignment of the

mortgage; or

 e. when the mortgagor, after being clearly advised of the

options available for relief, has stated, in writing,

that he/she has no intention of fulfilling his/her

obligation under the mortgage; or

 f. the mortgagor owns two or more properties that are

occupied by tenants who are paying rent but, with

respect to the mortgage under review, the rental income

is not being applied to the mortgage payments. 

 G. Mortgagee Servicing.  The adequacy or appropriateness of the

mortgagee's servicing before the decision to foreclose is not a

valid basis on which HUD can reject assignment of a mortgage. 

HUD will review the servicing of each case presented to it, and

will evaluate the degree to which the mortgagee's actions have

complied with the letter and spirit of the requirements imposed

by the HUD regulations and this handbook. 

 Patterns of noncompliance will be handled as described in

Paragraph 8-7F1 and Paragraph 1-2.  If it appears

 that the account might be brought current if the mortgagor is

afforded additional relief which does not impose an undue burden

on the mortgagee, HUD may suggest that the mortgagee grant that

additional relief before a final decision is made to accept or

reject the assignment. 

 Mortgagees are not required to accept such requests from HUD and

are free to propose alternative forms of additional relief.  When

a mortgagee disagrees that it is appropriate for it to grant

additional relief, the reason for that disagreement should be

pointed out by the mortgagee when it announces its decision to

HUD. 

 When the mortgagee agrees to HUD's request and the additional

relief provided enables the mortgagor to reinstate the account,

any subsequent default must be treated as a new default.  Once

reinstatement has occurred, the mortgagee must comply with the

assignment program requirements to the same extent as if the case

had never been in default before. 

 If the additional relief fails to bring about the reinstatement

of the mortgage, the mortgagee shall so advise HUD and HUD shall

reopen the assignment case.  The mortgagee need not send any

additional notifications to the mortgagor but must withhold from

foreclosing until notified by HUD that a final decision has been

made not to accept assignment of the mortgage. 

 HUD shall resume processing at the point at which it was

interrupted for consideration of additional relief by the

mortgagee.  Examples of reopening cases at various stages of

processing are given below:

 Example #1

 Scenario:HUD had notified the mortgagor of a preliminary

negative decision and had given him/her 15 days to ask

for a conference.  Before the conference was requested

or held, the mortgagor and the mortgagee agreed on a

payment plan.  Subsequently the payment plan was

broken.  Therefore, the mortgagee would do the

following:

Action Required: The mortgagee would notify the local Field Office that

 the payment plan had been broken. 
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The Field Office would then send another preliminary

review letter to the mortgagor and give him/her another

15 days to request a conference. 

 Example #2

 Scenario:Using the scenario in Example #1, if HUD had held a

conference but had not announced a final decision prior

to returning the case to the mortgagee and the

additional relief failed to reinstate the account, the

mortgagee would do the following:

Action Required: The mortgagee would notify the local Field Office that

the payment plan had been broken.  The Field Office

would then once again review the case file and announce

a final decision. 

If all criteria had been met (or waived), HUD would

then accept the assignment. 

If one or more of the criteria had not been met (or

waived), HUD would then reject the assignment, convey

its findings and reasoning, in writing, to the

mortgagor and authorize the mortgagee to proceed with

the foreclosure. 

 Example #3

 Scenario:Using the scenario in Example #1, if HUD had announced

a final decision before the mortgagee agreed to give

additional relief, then the mortgagee should do the

following:

Action Required: The mortgagee would notify the local Field Office that

 the payment plan had been broken.  The final decision

 made previously by HUD would stand. 

If HUD's previous decision was to reject the

assignment, the mortgagee would only need to notify HUD

that the payment plan had been broken and that the

mortgagee was proceeding with the foreclosure action. 

No additional HUD processing would be necessary. 

If HUD's previous decision was to accept the

assignment, HUD would then accept the assignment. 

 H. Assigning Mortgages.  Within 30 days after the date of HUD's

written agreement to accept the assignment, file the mortgage

assignment for record (24 CFR 203. 350(e)). 

 Credit Bureau Reporting.  Mortgagees must not report any case to

a credit reporting agency where HUD determines that the case is

eligible for mortgage assignment. 

 1. On the date the assignment is filed for record,

 a. submit the title evidence to the local HUD Office,

Attention: Field Counsel (24 CFR 203. 351). 

 b. notify the Secretary of the filing by submitting the

originals of Parts A and B of Form HUD-27011 to HUD

Headquarters and a copy of Part A and B and the

original of Part D to the local HUD Office, Attention:

Single Family Loan Management Branch (24 CFR 203. 351). 

 2. Follow outstanding instructions for preparation and

submission of assignment claims.  For your information, a

copy of the assignment acceptance letter is included in

Appendix 34. 

 3. Unpaid interest, accrued at the mortgage rate from the date

of the last completely paid installment to the date the

assignment is recorded, will be included in the mortgagee's

claim unless more than 30 days have elapsed between the date

of HUD's authorization to assign (Appendix 34) and the date

the assignment is recorded.  <top>
8-8 ASSIGNMENT OF DEFAULTED MORTGAGES ON PROPERTIES LOCATED IN INDIAN RESERVATIONS (National Housing Act, Section 248; (24 CFR 203. 350,

203. 604).  HUD will accept assignment of any mortgage insured pursuant

to Section 248 of the National Housing Act if the mortgagee submits

documentation of the following conditions:

 A. the mortgage has been in default for more than 90 days;

 B. the mortgagee has had a face-to-face interview with the

mortgagor, or made a reasonable effort to arrange such a meeting,

before three (3) full monthly installments due on the mortgage

are unpaid (i. e. , if the default occurred in a repayment plan

arranged other than in a personal interview, the mortgagee has

had a face-to-face interview with the mortgagor, or made a reasonable effort to

arrange such a meeting within 30 days after such default, and at

least 30 days before requesting assignment);

 1. a face-to-face meeting is not required if:

 a. the mortgagor does not reside in the mortgaged

property; or,

 b. the mortgagor has clearly indicated that he or she will

not cooperate in the interview; or,

 c. the mortgagee has entered into a repayment plan

consistent with the mortgagor's circumstances to bring

the mortgage current, thus making a meeting

unnecessary, and payments under that agreement are

current; or,

 d. a reasonable effort to arrange a meeting has not

succeeded. 

 2. a reasonable effort to arrange a face-to-face meeting shall

consist at a minimum of all of the following:

 a. one telephone call to the mortgagor for the purpose of

trying to arrange the interview;

 b. one letter sent by certified mail to the mortgagor for

the purpose of trying to arrange the interview;

 c. one trip by the mortgagee, its servicer, or a branch

office of either, to see the mortgagor at the mortgaged

property for the purpose of trying to arrange the

interview; and

 d. the mortgagee may appoint an agent to perform its

responsibilities under this subsection. 

 C. the mortgagee has also:

 1. informed the mortgagor that HUD may make information

regarding the status and payment history of the mortgagor's

loan available to local credit bureaus and prospective

creditors;

 2. informed the mortgagor of any other available assistance;

 3. notified the mortgagor that if the mortgage remains in

default for more than 90 days, the mortgagee will request

HUD to accept assignment of the mortgage;

 4. notified the mortgagor of the qualifications for forbearance

relief from the mortgagee, if any, and that forbearance

relief may be available from HUD if the mortgage is

assigned; and

 5. informed the mortgagor of the names and addresses of HUD

officials to whom further communications may be addressed. 

8-9 AUTOMATIC ASSIGNMENT OF MORTGAGES PURSUANT TO SECTION 221(g)(4) OF THE

NATIONAL HOUSING ACT. 

Pursuant to Section 221(g)(4) of the National Housing Act, as amended,

mortgagees have the option to assign (transfer) single family

mortgages insured under Section 221 when such are not in default at

the expiration of the twentieth anniversary of the date of the

mortgage was endorsed for insurance.  Such mortgages are easily

identified by the 3 digit suffix code at the end of the FHA case

number.  Suffix codes are: 221, 321, 521, 721, 224, 324, 524, 223,

323, 523, 205, 305, 505, 204, 304, 504, 273, 373, 573, or 773 and may

also be identified with (d)(2), (h), (i) or (e) after the suffix code

(i. e. , 221(d)(2), 321(h), etc. ).  Mortgagees have one year from this

anniversary date to simultaneously file for record a mortgage

assignment and submit a single family insurance claim.  No extension

of time will be granted for exercising this option.  (For further

claim instructions, see HUD Handbook 4330. 4, FHA Single Family

Insurance Claims. ) Mortgages which are ineligible for this option

are: (1) those where a commitment was issued on or after December 1,

1983; and (2) where GNMA was or is the holding mortgagee on or after

April 1, 1984.  (See 24 CFR 221. 255, and the Federal Register, Volume

49, No.  98, May 18, 1984, Rules and Regulations, page 21048. )

Mortgagees shall discontinue sending HUD the Notice of Intent to

Assign 221(g)(4) mortgages. 

 A. Mortgagees who exercise this option must complete the following

actions prior to the (expected) filing date which is the date

that the mortgagee simultaneously files the mortgage assignment

in the Secretary's name
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 with the local recording authority and submits the claim to HUD:

 1. Send APPENDIX 35 to the mortgagor at least 60 days prior to

the filing date.  (See Appendix 35. )

 2. Send APPENDIX 36 to the mortgagor confirming that the

mortgage will be assigned to HUD.  Appendix 53 must be sent

by the earliest of the following two dates: at least 15

days prior to the filing date or at least 15 days prior to

the first mortgage payment due HUD which will occur after

the filing date.  (See Appendix 36. )

 3. Notify, at least 15 days prior to the filing date, all third

parties, such as, taxing authorities and the insurance

carriers for the hazard, flood, life, health and disability

coverage, that the mortgagor will be responsible for the

payment of tax bills and insurance premiums.  HUD WILL NOT

ESCROW FOR ANY ITEM FOR A 22l(g)(4) MORTGAGE. 

 B. Hazard/Flood Insurance.  HUD requires the mortgagor to have

adequate hazard and flood insurance coverage even though HUD does

not escrow for the premium, therefore, to assure that the initial

coverage is in effect, the mortgagee must follow these specific

instructions. 

 NOTE:DO NOT CANCEL THE HAZARD OR FLOOD INSURANCE CONTRACT

UNDER ANY CIRCUMSTANCE. 

 1. Instruct the hazard and flood insurance carrier to

substitute as the beneficiary in the mortgagee clause the

following: "Secretary of Housing and Urban Development, his

successors and assigns, in care of (insert the name and

address of local HUD Office)". 

 2. Ensure that the hazard or flood insurance contract will be

in effect for a period of at least 90 days beyond the filing

date.  If less than 90 days, the mortgagee must contact the

insurance carrier and request a renewal of the insurance

contract.  See 3 (below) for further instructions. 

 3. Pay from the escrow account any bill that represents an

escrow item and which is received on or by the filing date. 

These payments must be posted to the mortgage account prior

to the completion of the claim (Form HUD-27011).  Any bill

which is received
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 after the filing date must be sent to the mortgagor for

payment. 

 4. Send the insurance contract or policy (original) to the

local HUD Office per outstanding claim procedures. 

 5. Mortgagees must adhere to the outstanding claim procedures

when completing the claim package (copy of the Mortgage

Assignment Document which is filed for recordation, Form

HUD-27011 and required documentation) to HUD.  This package

must be submitted to HUD in its entirety on the filing date. 

 6. Send a check to the mortgagor which represents the total

amount of the escrow account.  The check should be received

by the mortgagor no later than 10 days after the claim is

submitted. 

 C. The mortgagee must ensure that the mortgage assignment document

which is filed for record is sent to the local HUD Office after

recordation. 

 Also, the title evidence which is required by the claim

instructions must be a part of the claim package which is sent to

the local HUD Office.  DO NOT SEND THE TITLE EVIDENCE SEPARATELY. 

The title Approval Letter which is sent to the mortgagee by local

office must be incorporated into the claim audit file. 

 D. Mortgagees who elect to continue servicing mortgages insured

under Section 221(g)(4) after the 20th anniversary date of

endorsement must follow the normal assignment procedures if the

account goes into default. 

 Mortgages which go into default before the 20th anniversary date

must also be given the normal assignment procedures. 

8-10 FORBEARANCE RELIEF THROUGH REAPPLICATION OF PREPAYMENTS.  A mortgagor

who has made partial prepayments to principal may, at some future

time, require forbearance relief.  In these situations, the mortgagee

may permit a reapplication of the prepaid sums to monthly payments to

prevent a delinquency.  The mortgagee should ensure that, when regular

monthly payments are resumed, the remaining outstanding principal

balance is one which will be completely amortized over the remaining

life of the mortgage.  This determination can be made from the

Outstanding Principal Balance Tables in Form 2025, Amortization

Insurance Premium
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and Outstanding Principal Balance Tables, copies of which are

available upon request from a local HUD Field Office. 

8-11 FORBEARANCE AND RECASTING - MORTGAGE INSURANCE PREMIUMS (MIP). 

Whether the premium is paid in a lump sum at closing (one time MIP) or

paid periodically (monthly MIP), the National Housing Act requires

that the amount of MIP be based on the scheduled unpaid principal

balances without taking into consideration deliquencies or

prepayments. 

 NOTE:Mortgage insurance premiums are not affected by the

mortgagee voluntarily withholding foreclosure, entering into

a special forbearance agreement, or recasting a mortgage. 

Premium billings from HUD will continue to be based on the

original terms of the mortgage without modification and will

cease on the original maturity date of the mortgage. 

When the mortgage is recast to extend its term or when a

forbearance agreement is entered into which provides for

mortgage payments coming due after the original maturity

date of the mortgage, there will be a period during which no

MIP premiums are due from the mortgagor.  However, the

contract of mortgage insurance will remain in full force

until the mortgage has been paid-in-full in accordance with

the terms of the forbearance agreement.  (See 24 CFR

203. 261. ) <top>
 CHAPTER 9.  FORECLOSURE AND ACQUISITION OF THE PROPERTY

 9-1 GENERAL.  This Handbook Revision does not include details of

 the claims policy.  Mortgagees must refer to HUD Handbook

 4330. 4 "FHA Single Family Insurance Claims," and any

 Mortgagee Letters issued after the current edition of

 Handbook 4330. 4.  Where the provisions of this Handbook

 differ from new regulations, the regulations and the

 Mortgagee Letter explaining the regulations control.  * <top>
 B.  Defaulting Mortgagor Unable To Resume Payments.  When a

 defaulting mortgagor either cannot or will not resume

 and complete the mortgage payments, the mortgagee must

 take steps to acquire the property or see that it is

 acquired by some third party.  Before starting foreclosure,

 the mortgagee must review its servicing record to

 be certain that servicing has been prudent and

 * adequate.  However, when foreclosure is appropriate,

 mortgagees must process foreclosure in a timely manner.  * <top>
 9-2 ACTIONS PRIOR TO ACQUISITION.  The mortgagee must sufficiently

 document its actions to satisfy a reviewer that the requirements

 of this Handbook have been met. 

 A.  Management Review (24 CFR 203. 606).  The mortgagee must

 review its records before starting foreclosure (See

 Paragraph 7-11) to ensure that:

 1.  HUD's servicing requirements, both regulatory and those

 set forth in this Handbook have been met; and

 2.  every reasonable effort has been expended to avoid the

 foreclosure through the use of other servicing options

 (a loss mitigation review should be accomplished);

 3.  written evidence must be contained in the file that the

 mortgage holder agreed to the foreclosure. 

 B.  Quality Control (24 CFR 202. 12(j)).  A requirement for the

 continuing approval of a mortgagee is the presence and

 utilization of an adequate quality control plan covering

 both origination and servicing procedures.  Ensure that the

 quality control plan includes the process of applying for

 FHA insurance benefits.  Additional guidance regarding

 quality control plans may be found in Chapter 1, Paragraph

 1-4C. 
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 C. Credit Bureau Reporting.  Ensure that the account has been

accurately reported to the national credit information

repositories in accordance with FNMA's guidelines.  (See

Paragraph 6-8A)

 D. Single Family Default Monitoring System (SFDMS) (203. 332,

203. 356).  Ensure that the account has been accurately reported

to the SFDMS. 

 E. Assignment Program.  The procedures required to offer the

mortgagor an opportunity to have the account (assumptions only)

considered for assignment to HUD, as described in Chapter 8, must

be followed. 

 F. Notification Of Other Parties To The Mortgage.  Ensure that

former mortgagors, co-mortgagors and/or co-signers have been

notified, as appropriate, to provide an opportunity to avoid a

foreclosure. 

 G. Sale Of The Property.  Whenever possible, the mortgagor should be

given an opportunity to sell the property and should be given a

reasonable time to complete the sale.  Foreclosure should not be

started if it appears that a bona fide sale is probable. 

Payments tendered while the property is for sale and before

foreclosure is started should be accepted. 

 H. Reinstatement (24 CFR 203. 608).  If the mortgagor offers complete

reinstatement, including costs incurred by the mortgagee in

instituting foreclosure, the reinstatement must be permitted,

except that under the following circumstances mortgagees may, in

their discretion, decline to allow reinstatement:

 1. if within the 2 years immediately preceding the commencement

of the present foreclosure action the account has been

reinstated from foreclosure;

 2. if reinstatement would preclude foreclosure after a later

default; or

 3. if reinstatement would adversely affect the priority of the

lien. 

9-3 FORECLOSURE.  (See Paragraph 7-12D1 and 2).  Foreclosure should be

considered only as a last resort and shall not be initiated until all

other relief options have been exhausted.  When foreclosure cannot be

avoided, it must be started quickly and prosecuted vigorously to

minimize losses to both the mortgagee and HUD. 
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*In Power of Sale states, judicial foreclosure should be avoided where

possible, but it may be necessary to pursue a judicial foreclosure

where a deficiency judgment is to be sought.  The mortgagee is

responsible for complying with local laws governing foreclosure and

for conveying good marketable title to HUD.  *

 A. Time Limits: Time limit requirements for conveyances are listed

below.  If these time frames are not met, mortgagees can lose a

significant amount of money as a result of debenture interest

curtailments on their Claim for Insurance Benefits.  For further

guidance and complete time frame requirements for all claim

types, refer to HUD Handbook 4330. 4. 

* 1.  Initiate action to acquire the property within 9 months from

the date of default or within 120 days after the date the

property became vacant (24 CFR 203. 355).  If the mortgage is

in default and the property has been determined to be vacant

or abandoned, foreclosure must be initiated (or a deed in

lieu of foreclosure must be recorded) within 9 months after

the date of default or within the later of 120 days after

the date the property became vacant, is discovered vacant,

or should have been discovered to be vacant. 

 "Initiation of foreclosure" for HUD's purposes is defined as

the first public action required by law, such as filing a

complaint or petition, recording a notice of sale or

publication. 

 a. If there is a special forbearance agreement extending

beyond nine months from the date of default,

foreclosure must be started within 90 days after the

due date of the oldest unpaid installment under the

agreement, unless this is prohibited by law. 

 b. Where state or local law prevents starting foreclosure

within these limits, it must be started within 60 days

after it becomes possible to do so. 

 (1)In the case of bankruptcies, this time period

begins when the court lifts the stay or otherwise

makes it possible to foreclose, not when the

mortgagee learns of the court's action.  The time

may be extended by the local HUD Office, but only

9-39/94

 4330. 1 REV-5

 if the extension is requested before the original

time limit expires. 

 (2)The time is also extended if the mortgagor is a

person in military service, as defined by the

Soldiers and Sailors Civil Relief Act of 1940. 

The time limits specified above may be extended

automatically, without specific HUD approval, by

the period of military service plus 3 months,

regardless of whether or not the mortgagor has

applied to the courts for a stay of

foreclosure.  *

 2. Provide written notice within 30 days of the institution of

foreclosure (24 CFR 203. 356).  This requirement is

considered met when mortgagees properly report delinquent

cases on their monthly SFDMS default report.  (SFDMS

reporting is explained in detail in Chapter 7. )

 3. Prosecute foreclosure with reasonable diligence.  Mortgagees

are expected to exercise reasonable diligence in prosecuting

foreclosure to completion as required in HUD regulations 24

CFR 203. 356.  Appendix 37 provides a state by state listing

of foreclosure time frames which the Department has

established. 

 4.  Convey the Property to the Secretary within 30

 calendar days after acquiring possession of and

* good marketable title to the property (24 CFR

 203. 359).  For mortgages insured under a firm

 commitment issued on or after November 19, 1992, or

 under Direct Endorsement processing when the credit

 worksheet was signed by the mortgagee's approved

 underwriter on or after November 19, 1992, within

 30 days of the later of:

 a. Filing for record the foreclosure deed;

 b. Recording date of a deed-in-lieu of foreclosure;

 c. Acquiring possession of the property;

 d. Expiration of the redemption period; or

 e. Such further time as HUD may approve in writing. 

In cases where the mortgagee arranges for a direct conveyance of the

property to the Secretary, the property must be conveyed to the

Secretary within 30 days of the "reasonable diligence" timeframe. 

 *

 5. On the date the deed to the Secretary is filed for record,

notify the Commissioner on Form HUD-27011.  (File the claim

for insurance benefits and ensure the Local HUD Office

receives their copy). 

 NOTE:This time frame is important because the local HUD

Office is not aware that a property has been

conveyed to the Secretary until receipt of the

claim (24 CFR 203. 360 and 361). 

 6. As soon as possible, but within 45 days after the date the

deed is filed for record, send to the local HUD Office title

evidence reflecting ownership vested in the name of the

Secretary (24 CFR 203. 365).  HUD allows mortgagees 45 days

plus a 10 day mailing time for the local HUD Office to

receive title evidence.  However, if the courier receipt

shows that the mortgagee did not mail the title evidence by

the 45th day, without an approved extension, HUD will

consider it late. 

 7. Within 45 days after the date the deed is filed for record

or within such time that it will be received in HUD

Headquarters within 15 days from the date of the title

approval letter, whichever is later, submit the original of

Part B of Form HUD-27011 to HUD Headquarters and a copy of

Part B with the originals of Parts C, D, and E to the local

HUD Office (24 CFR 203. 365). 

 NOTE:Refer to Chapter 8, Paragraph 8-7H, for time limits on

assigned mortgages. 

* B.  Extension Of Time.  HUD may approve extensions of time limits

under the following conditions.  (See Paragraph 1-6 of HUD

Handbook 4330. 4)

 1. Time Extension Requirements:

 a. All extension requests must be submitted on Form

HUD-50012. 

 b. All extension requests must be received prior to the

deadline. 
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 c. All extension requests must be directed to the

appropriate Local HUD Office. 

 d. No verbal requests shall be accepted. 

 e. All requests for extensions of time must provide

adequate justification.  Mortgagees must clearly define

the circumstances and reason(s) for the request.  Vague

or unclear requests will be denied. 

 f. A copy of the Local HUD Office's written response shall

be maintained in the mortgagee's claim review file. 

 2. The following are considered as separate actions and are not

considered as requests for extensions of time:

 a. Requests to take specific protection and preservation

actions (such as boarding),

 b. Requests to exceed preservation and protection cost

limits, or

 c. Requests to convey damaged property.  HUD's approval of

these actions does not extend the time to convey title,

and any requests for extensions of time must be

submitted and approved separately. 

 3. Mortgagees are prohibited from setting time limits for HUD

to respond or interpreting such limits as an automatic

extension approval.  *

9-4 DEEDS-IN-LIEU OF FORECLOSURE (24 CFR 203. 357).  When the mortgage is

in default, the mortgagee must consider accepting voluntary conveyance

to avoid foreclosure.  This is especially true where the foreclosure

process is time-consuming, expensive, or where there is an extensive

redemption period.  HUD expects mortgagees to take a deed-in-lieu

where appropriate in order to minimize HUD's losses.  Deeds may not be

accepted from mortgagors judged able to make the mortgage payments. 

 A. Use Of The Credit Alert Interactive Response Systems (CAIVRS) In

Deeds-in-Lieu Of foreclosure.  CAIVRS must be used when

pre-screening mortgagors' eligibility for deeds-in-lieu. 

Mortgagees must use CAIVRS to find out if the mortgagor has

another FHA-insured mortgage in

9/949-6

4330. 1 REV-5

 default or if a claim for insurance benefits has been paid for

another FHA-insured mortgage executed by the mortgagor.  If the

system indicates that the mortgagor does have another FHA-insured

mortgage in default or a claim has been filed or paid, then the

case must be forwarded to the HUD Field Office where the property

is located for approval to accept a deed-in-lieu. 

 B. HUD Approval Not Required.  HUD approval is not required to

accept a deed-in-lieu if the mortgagor is not a

corporation/partnership and does not own any other property

subject to a mortgage insured or held by HUD, and the following

requirements are met:

 1. the mortgage is in default when the deed is executed and

delivered;

 2. the credit instrument is canceled and surrendered to the

mortgagor;

 3. the mortgage is satisfied of record;

 4. the deed from the mortgagor is a general warranty deed and

conveys good marketable title;

 5. the mortgagee conveys good marketable title to the Secretary

and provides satisfactory title evidence. 

 C. HUD Approval Required.  HUD may approve acceptance of a deed from

a corporation/partnership mortgagor or from one owning more than

one property subject to an insured mortgage or one held by HUD. 

If HUD approval is granted to accept a deed-in-lieu from a

corporate mortgagor or an individual owning more than one

property, the requirements identified in item (A) above must also

be met.  Requests for approval are submitted to the HUD Field

Office where the property is located and must be accompanied by:

 1. a statement of the cause of default;

 2. an accounting of the assets of the mortgagor other than the

mortgaged property and a statement as to the disposition of

income, if any, from those assets; and

 3. any other information that might assist in the proper

consideration of the request. 

 4. any other information which HUD may request. 
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 D. Time Limits.  To avoid a debenture interest curtailment on the

claim for Insurance Benefits, the deed must be recorded within

nine months after the date of default.  If, by operation of law,

the mortgagee is unable to accept the deed within that time, it

must be accepted within 60 days after it becomes legally possible

to do so in order to avoid a debenture interest curtailment. 

Extensions of these time limits may be granted by local HUD

Offices, but only if the extension is requested before the

allotted time has expired. 

 E. Form Of Conveyance.  Title may be conveyed:

 1. directly from the mortgagor to HUD (this is preferred as the

least expensive and quickest method); or

 2. from the mortgagor to the mortgagee and then from the

mortgagee to HUD; or

 3. the mortgagee may elect not to convey title to HUD and to

terminate the contract of mortgage insurance.  If this

decision is made, HUD must be notified on Form HUD-27050-A,

as discussed in Chapter 5. 

 F. Secondary Liens.  The existence of secondary liens upon the

property may bar acceptance of a deed.  Sometimes these liens can

be negotiated so that clear title can be granted.  Mortgagees are

expected to contact secondary lienholders in an effort to clear

title to the property. 

 G. Compensation. 

 1.  To assist in encouraging deeds-in-lieu, the

 mortgagee may pay the mortgagor a consideration for

 conveying title by deed.  Up to $500 of such

 compensation may be included as a cost of acquisition. 

* Mortgagees will receive full reimbursement

 for the amount paid to the mortgagor in the claim

 for mortgage insurance benefits.  *

 2. No compensation may be included as a cost of acquisition in

the claim, if the property is conveyed occupied as provided

for in Paragraph 9-11, below, or if the mortgage is insured

under Section 244 in the coinsurance program. 

 H. Monitoring.  For HUD's monitoring purposes, mortgagees must

maintain documentation in their servicing files which

support efforts to have a deed-in-lieu tendered to the

Department. 

9-5 Pursuing Collection Of Funds From Mortgagors Whose Mortgages 

Have Been Foreclosed.  HUD Regulations (24 CFR 203. 351(a)(4), 203. 360

and 203. 368(i)(2)), prohibit any mortgagee from collecting (or

attempting to collect) from mortgagors any difference between the

amount collectible under the mortgage instrument (i. e. , the

principal, mortgage interest, late fees, attorney fees, etc. ) and

the maximum amount of insurance benefits paid by HUD. 

 Any mortgagee that is pursuing, or has pursued in the past, the

collection of funds (mortgage losses) from a mortgagor whose

mortgage has been foreclosed must immediately take the following

corrective action in order to rectify this violation of HUD

regulations:

 A. If a legal process was used to adjudicate that collection of

funds by the establishment of a debt (i. e. , deficiency

judgment process) then the mortgagee must immediately assign

this judgment along with all monies collected to date to the

Secretary of HUD.  The judgment or other evidence of debt

must be sent to the local HUD Office that has jurisdiction

over the mortgage. 

 B. If a legal process was not used to adjudicate the collection

of funds by the establishment of a debt, the mortgagee must:

 1. Stop any collection efforts currently in process;

 2. Refund to the mortgagors all monies collected to date;

 3. Void and return to the mortgagors any executed notes or

loan agreements obligating them to reimburse your

company for its losses; and

 4. Remove from the mortgagors' records all information

supplied to the credit bureau agencies which

 reflect this debt.  *

 9-6 RENTAL OF PROPERTIES (24 CFR 203. 403(b)).  If there is a lengthy

redemption period and the mortgagee has possession of the

property during that period, the best protection
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against damage to the property may be to keep it occupied by tenants. 

HUD will not reimburse the mortgagee, however, for costs incurred

solely in renting the property.  These costs must be recovered from

rental income.  Although rental expenses and rental income will be

shown separately on the claim form, rental expenses are allowable only

as an offset to rental income.  If rental produces a net profit, that

profit will serve to reduce the amount of the claim. 

9-7 CLAIMS WITHOUT CONVEYANCE OF TITLE (CWCOT) (24 CFR 203. 368). 

USE OF THE CWCOT PROCEDURE WILL BE SPECIFICALLY DIRECTED OR AUTHORIZED

BY THE LOCAL HUD OFFICE

 A. Section 426 Of The Housing And Urban-Rural Recovery Act Of 1983

Amended Section 204(a) Of The National Housing Act.  The

statutory amendments authorize payment of claims for insurance

benefits without conveying title of the foreclosed properties to

the Department.  The regulation provides the mechanics, e. g. ,

bidding and reimbursement procedures, which would be used in the

event that HUD determines that it would be appropriate to pursue

a deficiency judgment. 

 B. Limited Application Of Selection Criteria.  On August 1, 1990,

the regulatory procedure for CWCOT was adapted for use only in

cases involving deficiency judgments, or other situations where

HUD either requests or requires a mortgagee to obtain a property

appraisal or to use CWCOT. 

 The CWCOT instructions are general in nature and do not address

themselves to particular State legal requirements.  They should

be implemented to the greatest degree possible within the

confines of applicable State law. 

 C. Time Lines For Use Of CWCOT (See Appendix 38(A)). 

 1. Mortgagee can decline use of the CWCOT procedure on

mortgages insured prior to November 30, 1983. 

 2. HUD can require a mortgagee to use the CWCOT procedure for

all FHA-insured mortgages for which a conditional commitment

to insure was issued or under the Direct Endorsement

Program, where the
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 property appraisal report was signed by the mortgagee's

underwriter on or after November 30, 1993.  (24 CFR 203. 368)

 3. Mortgagee can decline to pursue a deficiency judgment, when

such action is requested by HUD, on mortgages insured before

March 28, 1988, but the mortgagee can be required to use

CWCOT which will allow HUD to pursue the deficiency judgment

directly. 

 4. Mortgagee must pursue a deficiency judgment and use the

CWCOT procedure if HUD requires on mortgages that date after

March 28, 1988.  (24 CFR 203. 369)

 NOTE:A mortgagee may request approval to pursue a deficiency

judgment on any mortgage including those insured before

November 30, 1983, where it deems such action

appropriate, based upon an individual case

determination and under applicable HUD criteria.  If

HUD approval is granted, the mortgagee shall use the

CWCOT procedure and subsequently may file a claim under

this provision. 

 D. Mortgagee Responsibility

 1. Submission of the HUD-91022.  Where HUD has directed or

authorized a mortgagee to use the CWCOT procedure, the

mortgagee must:

 a. Estimate the foreclosure sale date. 

 b. Prepare the Form HUD-91022, Mortgagee Notice of

Foreclosure Sale, Part A (See Appendix 38, pages 1 and

2), no later than 45 days prior to the estimated

foreclosure sale date. 

 c. Hand carry or mail the HUD-91022 to the local HUD

Office, Single Family (SF) Loan Management Branch 45

days prior to the estimated foreclosure sale date and

label the envelope "CWCOT/ Deficiency

Judgment/Foreclosure Sale".  (See Appendix 21, FHA

Field Office Codes, to determine which local HUD Office

to contact. )

 d. Confirm the actual date of the foreclosure sale by

furnishing a copy of the legal Notice of Sale or other

notification of the actual foreclosure sale date to the

local HUD Office SF Loan Management Branch on or before

the date of publication, posting, or other standard

legal
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 notice, inserting at the top of the notice the

following data:

 (1)"Deficiency Judgment Case",

 (2)the Mortgagee Loan Number,

 (3)the FHA Case Number, and

 (4)the Mortgagor's Name. 

 2. Request an Appraisal.  To complete the HUD-91022, the

mortgagee must:

 a. Call the Valuation Branch, Assignment Clerk, in the

local HUD Office which has jurisdiction over the

property to obtain the name of a fee appraiser (or HUD

staff person, if one is available), to perform the

appraisal.  Mortgagees must provide the name of the

appraiser in Part A, Block 14 of the HUD-91022.  The

appraisal is required to calculate the CAFMV (See

Paragraph F below). 

 b. In areas where a pre-foreclosure appraisal must be made

by an independent appraiser, such as one employed by

the Sheriff's Office, the mortgagee shall submit that

appraisal, if it is obtainable, along with the

HUD-91022 in lieu of requesting a HUD-approved fee

appraiser.  Submit these documents at least thirty (30)

days prior to the actual foreclosure date. 

 NOTE:If the mortgagee encounters any problems in

arranging the appraisal, contact the local HUD

Office, Valuation Branch. 

 3. Contact the Appraiser.  When the HUD-91022 is submitted, the

mortgagee shall forward a completed application for Property

Appraisal and Commitment, Form 92800 package including a

Uniform Residential Appraisal Report (URAR) to the appraiser

or to the HUD Valuation Branch, if a HUD staff person is to

perform the appraisal (URAR is not required for HUD staff). 

Label the top of the HUD 92800, "PROPERTY IN

FORECLOSURE/CWCOT/DEFICIENCY JUDGMENT". 
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 a. Fee appraisers will follow outstanding instructions in

completing the appraisal within five (5) working days

of receipt of the request. 

 b. HUD is aware that entry into tenant-occupied properties

may not be possible.  Fee appraisers shall provide the

best estimate of value possible based upon an exterior

review, tax records, a comparison of comparable

properties and other available information and so

indicate in the report. 

 c. Fee appraiser shall provide the appraisal report to the

local HUD Office, Valuation Branch and a copy to the

mortgagee or the HUD staff person will provide a copy

of the report to the mortgagee. 

 4. Advise Local HUD Office of Actual Foreclosure Sale Date.  If

the actual foreclosure sale date occurs sooner than

estimated, the mortgagee must send the HUD-91022 and the

legal Notice of Sale notification to the HUD Office SF Loan

Management Branch immediately. 

 NOTE:The local HUD Office shall monitor the CWCOT

procedure closely to assure that the bid amount is

provided to the mortgagee in time for the

foreclosure sale or that instructions are provided

to the mortgagee to reschedule the sale, if

necessary.  (See Paragraph G-6 below. )

 5. Prepare accurate and complete forms.  Sign all forms and

contact the local HUD Office regarding any questions in

completing the forms. 

 6. Mortgagor Reinstates the Mortgage.  If the mortgagor

reinstates the mortgage after foreclosure has been

instituted, cancel the appraisal if it has not been

completed.  The mortgagee shall advise the local HUD Office,

SF Loan Management Branch by telephone and follow up with a

letter to the attention of the SF Loan Management Branch

which indicates the FHA Case Number and states that it is a

CWCOT/Deficiency Judgment case. 
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 E. Advertising is not required. 

 F. Commissioner's Adjusted Fair Market Value (CAFMV)

 1. Explanation.  The CAFMV is the estimate of the fair market

value of the mortgaged property, less adjustments, which may

include without limitation, HUD's estimate of holding and

resale costs that would be incurred if title to the

mortgaged property is conveyed to HUD. 

 Local HUD Offices will not forward the CAFMV to the

mortgagee until the actual foreclosure sale date

notification has been received.  The CAFMV will be provided

at least five (5) working days prior to the actual

foreclosure sale date.  If the CAFMV has not been received

by the mortgagee at least five (5) days prior to the

foreclosure sale, the mortgagee is requested to contact the

local HUD Office SF Loan Management Branch. 

 2. Delay in Receipt of CAFMV.  If a mortgagee incurs repeated

unsuccessful attempts to contact the local HUD Office to

obtain the bid amount, it should proceed with the sale, bid

as it chooses, follow the conveyance procedure, but clearly

document such circumstances for HUD monitoring purposes. 

 G. Foreclosure Sale Bidding. 

 1. CAFMV Amount.  When the CAFMV is provided, the mortgagee

must bid the CAFMV amount if it wishes to reserve the option

to retain or convey title to HUD and file a claim for the

insurance benefits. 

 2. Minimum Bid.  If the minimum bid amount required under State

law is less than the CAFMV amount, the mortgagee must bid

the CAFMV amount to reserve the option to retain or convey

the property to HUD. 

 3. Bid in Excess of the CAFMV.  If the mortgagee bids an amount

in excess of the CAFMV, without justifiable cause, it is

deemed to have made an election not to file a mortgage

insurance claim with conveyance of title to the Department

and HUD may refuse to reimburse the mortgagee for the

deficiency judgment-related expenses. 
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 4. Waiver Provisions for Bids Required by State Law.  There may

be special circumstances, such as when the mortgagee may be

required under State law to bid in excess of the CAFMV,

which will justify a mortgagee not bidding the CAFMV.  Under

such circumstances, the mortgagee shall not be deprived of

its ability to convey title to the property to HUD. 

 If the State bid is in excess of the CAFMV, the mortgagee

must call the HUD SF Loan Management Branch immediately

after, but no later than five (5) days after the foreclosure

sale, to obtain approval to convey title to the property to

HUD.  The mortgagee must:

 a. indicate that it received Field Office approval by

providing the date of the approval letter in the

"Mortgagee's Comments Section" on the Claim for

Insurance Benefits, Form HUD-27011 (Appendix 6) and,

 b. maintain a copy of the HUD Office approval letter in

the mortgagee's Audit File for review purposes. 

 NOTE:In some jurisdictions that have extraordinarily

high transfer taxes, some mortgagees customarily

commence the bidding at nominal amounts.  Where

mortgagees intend to convey title of the property

to HUD, mortgagees may continue this practice. 

However, in the face of competing bids, mortgagees

must, if necessary, bid up to the CAFMV or risk

not being able to file a claim.  Mortgagees are

cautioned that if the property is not to be

conveyed to HUD so that a Claim Without Conveyance

of Title is filed, i. e. , title is retained by the

mortgagee, purchased by a third party bidder or

redeemed, the mortgagee must bid, as a minimum,

the CAFMV. 

 5. Inadvertent Bidding Errors.  The mortgagee must bid the

CAFMV as instructed, in writing, by the local HUD Office. 

The local HUD Office shall not permit the mortgagee to

convey title to HUD unless the mortgagee has good cause for

a bidding error.  For example, if the mortgagee's

explanation for its
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 bidding error relates to difficulties within its own

internal operations, approval to convey shall be denied. 

The mortgagee must have an established procedure under its

Quality Control Plan to prevent such occurrence.  (See

Handbook 4060. 3 REV-2 and Appendix 11-E regarding Quality

Control Plan. )

 The general rule is that only in "very unusual

circumstances, which were beyond the mortgagee's control"

shall the HUD Office approve conveyance of title to HUD. 

Such approval shall be monitored carefully. 

 6. Reschedule the Foreclosure Sale.  The mortgagee may be

requested to reschedule the foreclosure sale if there is a

delay in the completion the appraisal and calculation of the

CAFMV in time for the sale date.  The use of the CWCOT

procedure is required where the decision has been made to

pursue a defaulting mortgagor for a deficiency judgment,

and, conversely, the deficiency amount is based on the

difference between the CWCOT-required appraisal of the

property and the outstanding mortgage debt. 

 Postponement of the foreclosure sale should be avoided, but

if it becomes necessary, the SF Loan Management Branch will

contact the mortgagee immediately to explain the reason(s)

for the delay and shall request the mortgagee to reschedule

the foreclosure sale.  HUD shall provide a letter to the

mortgagee regarding such request for the mortgagee's audit

file. 

 7. Inspection of Vacant Property.  The mortgagee is responsible

to inspect the property, if the property is vacant.  If,

during the period prior to the foreclosure sale the property

is found to be damaged, the mortgagee must notify the HUD

Office, Loan Management Branch. 

 The mortgagee shall request a second appraisal (if the four

(4) months effective period has expired on the first

appraisal) and follow the same requirements in paragraph D

above, when a new foreclosure sale date has been

established.  The mortgagee shall add to the top of the

HUD-92800, "UPDATED APPRAISAL, PROPERTY IN

FORECLOSURE/CWCOT/DEFICIENCY JUDGMENT". 
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 H. Acquisition Of Title At Foreclosure Sale

 At the foreclosure sale, either the mortgagee or a third party

will be the successful bidder.  Also, the mortgagor or a third

party may redeem the property. 

 1. If the mortgagee is the successful bidder:

 a. Where the mortgagee is the successful bidder for an

amount equal to the CAFMV, the mortgagee may elect to

either retain title to the property, or convey title to

the property to HUD. 

 (1)When the mortgagee retains title, it must file its

claim within 30 days after acquiring good,

marketable title to the mortgaged property (24 CFR

203. 359).  The mortgagee may file a claim for

insurance benefits as provided in 24 CFR

203. 401(b). 

 (2)When the mortgagee conveys title to the property

to HUD, the mortgagee must transfer the property

to HUD within 30 days after acquiring good

marketable title to and possession of the

mortgaged property, or within such further time as

may be approved by the local Field Office.  The

mortgagee may file a claim for insurance benefits

as provided in 24 CFR 203. 401(a). 

 b. Where the mortgagee is the successful bidder for an

amount in excess of the CAFMV, the mortgagee is deemed

to have elected to retain title to the property, and

cannot convey title to the property to HUD.  The

mortgagee is limited to filing a claim for the

insurance benefits computed as provided in 24 CFR

203. 401(b), which will be calculated on the basis of

the bid amount. 

 However, if the local HUD Office approved the

mortgagee's justification for having bid an amount in

excess of the CAFMV as discussed in paragraph G. 4

above, HUD would waive this provision and allow the

mortgagee to convey title to HUD if it so chooses.  The

mortgagee would file a claim for the insurance benefits

as provided in 24 CFR 203. 401(a). 
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 Whether the mortgagee retains the property or receives

approval to convey the property, the mortgagee has 30

days after acquisition of good marketable title to

submit its claim for insurance benefits to HUD (if any)

on Form HUD-27011, Single Family Application for

Insurance Benefits.  If the mortgagee receives approval

to convey the property, "possession of" the property,

as well as good marketable title, shall apply. 

 NOTE:If the mortgagee bids an amount in excess of the

CAFMV, and is subsequently penalized for such

action, this does not excuse the mortgagee from

its duty to assign to HUD any deficiency judgment

if the mortgagee intends to file for any

reimbursement permitted under the insurance claims

procedures. 

 c. Where the mortgagee is the successful bidder for an

amount which is less than the CAFMV, the mortgagee can

only obtain the insurance benefits by conveying title

to the property to HUD.  If the mortgagee retains title

to the property, the mortgagee would not be able to

file a claim. 

 If the mortgagee elects to convey title to HUD, the

mortgagee must transfer the property to HUD within 30

days after acquiring good marketable title to and

possession of the mortgaged property.  The mortgagee

may file its claim for insurance benefits in accordance

with 24 CFR 203. 401(a). 

 d. If the mortgagee retains title to the property, HUD

will not pay for any of the following costs incurred by

the mortgagee:

 (1)Costs to maintain the property after the

foreclosure sale,

 (2)Eviction costs, or

 (3)Costs to sell the property. 
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 2. If a third party is the successful bidder:

 a. Where a third party is the successful bidder at the

foreclosure sale for an amount equal to or greater than

the CAFMV, the mortgagee must submit its claim for

insurance benefits (if any) on Form HUD-27011, Single

Family Application for Insurance Benefits, within 30

days after the date the third party acquires good

marketable title to the property.  When the claim is

calculated, the proceeds of the sale shall be deducted

from the principal balance of the mortgage which was

unpaid on the date of the foreclosure proceedings. 

 b. Where a third party is the successful bidder at the

foreclosure sale for an amount which is less than the

CAFMV, the mortgagee will not be able to file a claim. 

 3. If the mortgagor or a third party redeems the property:

 Where the mortgagor exercises the right of redemption and

redeems the property or a third party redeems the property,

pursuant to the mortgagee or a third party bidding and

acquiring title to the mortgaged property for an amount not

less than the CAFMV, the mortgagee must submit its claim (if

any) within 30 days after the property is redeemed.  The

redemption amount will be deducted from the principal

balance of the mortgage when the claim is calculated. 

 4. If a third party sale falls through, State laws govern

disposition, e. g. , re-advertising the property, reverting to

next highest bidder, etc.  Since the deed would not have

been filed for record, acquisition of good marketable title

would not have been obtained.  The mortgagee would still

have 30 days from the date when such title is obtained to

file the claim.  (Refer to paragraph G. 6 above regarding

postponement of the foreclosure sale. )

 5. In the event of a third party purchase, HUD will not

reimburse the mortgagee for eviction costs.  Also, HUD will

not reimburse the mortgagee for
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 expenses incurred to preserve and protect the property after

the foreclosure sale. 

 I. Deed-in-Lieu Of Foreclosure. 

 A deed-in-lieu of foreclosure shall not be considered by a

mortgagee in cases where a decision has been made by HUD to

pursue a deficiency judgment. 

 J. Claim Instructions.  Mortgagees must refer to the existing

instructions for completing and submitting the HUD-27011 claim

form. 

9-8 DEFICIENCY JUDGMENTS.  (24 CFR 203. 369; 24 CFR 203. 402(o). )

 A. Department-wide Program.  Deficiency judgments are being pursued

Department-wide except where state law makes them impossible or

highly impracticable. 

 B. Purpose For Pursuing Deficiency Judgments. 

 1. Deterrence of future abuse of HUD programs. 

 2. Collection of revenue to offset losses to HUD. 

 C. Initiating The Deficiency Judgment Process. 

 1. Local HUD Offices use internal data pertaining to defaults

and foreclosures to identify mortgagors against whom

deficiency judgments should be sought; these offices will

request or require the mortgagee to take appropriate action. 

 2. A mortgagee can initiate the process by notifying the Loan

Management Branch Chief in the local HUD Office that it has

information indicating that a mortgagor meets the criteria

for pursuit of a deficiency judgment. 

 D. Use Of "Claims Without Conveyance Of Title" Procedure. 

Mortgagees must use the CWCOT procedure when pursuing deficiency

judgments against defaulting mortgagors (See Paragraph 9-7). 

 E. Assignment Of Judgments Required.  Deficiency judgments

successfully pursued by mortgagees must be assigned to HUD if the

mortgagee files a claim for mortgage insurance
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 benefits.  Assigned judgments must be transmitted to the local

HUD Office with jurisdiction over the foreclosed mortgage within

30 days of being obtained.  The mortgagee must not engage in

judgment collection activities, unless the mortgagee will not

file a claim for FHA insurance benefits in that case. 

 F. Collection And Post-collection Activities.  HUD will utilize

various methods to collect once the judgments have been assigned. 

Even before a judgment is formally obtained, a mortgagor or his

legal representative can approach the local HUD Office to discuss

a settlement of the potential deficiency judgment.  In addition,

mortgagees are advised to encourage mortgagors being pursued for

deficiency judgments to contact the local HUD Office if they are

prepared to discuss an early resolution of this matter.  A

mortgagor can benefit from settlement of a potential deficiency

judgment by compromising the amount paid to HUD, and also by

keeping the actual judgment from becoming a part of the

mortgagor's credit record.  If amounts are compromised or

declared uncollectible (in whole or in part), HUD will file

Information Returns (Form 1099-G) with the IRS. 

 G. Reporting Of Default And Foreclosure Status On The Single Family

Default Monitoring System (SFDMS).  Effective operation of the

deficiency judgment initiative depends upon on the accuracy of

the SFDMS data submitted to HUD.  This data must reflect the

current status of each case.  Mortgagees must report

reinstatements by using status code "K" for this information to

result in deletion of a particular mortgagor from the SFDMS

monthly report (See Appendix 20, page 2 of 3).  The mere failure

to include a case in the report to HUD will not remove that case

from the SFDMS database. 

9-9 INSPECTION, PRESERVATION AND PROTECTION REQUIREMENTS (24 CFR 203. 377).   <top>
The mortgagee is responsible for taking reasonable actions to protect

the value of the security until title can be conveyed to HUD.  These

actions include:

 A. Inspections. 

 1.  Definitions.  For our purposes, inspections shall be identified as initial, occupancy and vacant.  The initial and vacant inspections are required by HUD regulations.  The occupancy inspection is necessary to determine when foreclosure action must be initiated and when protection and preservation action must be taken if the mortgagee cannot determine the occupancy status by telephone, letter or other means.  All inspections must be performed in accordance with HUD's requirements and will be reimbursable when performed as provided in the following paragraphs. 

 a. Initial.  When the mortgage is in default and a payment

is not received within 45 days of the due date and

efforts to reach the mortgagor or occupant at least by

telephone have been unsuccessful, the mortgagee must

perform a visual inspection of the mortgaged property

to determine if it has become vacant or abandoned. 

 (1)During the course of any continuing delinquency,

reimbursement will be made for only one "initial

inspection".  If the mortgagor reinstates and

later becomes delinquent, an "initial inspection"

may again become necessary and therefore may be

also reimbursable as such. 

 (2)The need to perform a visual inspection is

immediate and must not be delayed.  The prompt

identification of mortgaged properties that are

vacant or abandoned is of mutual benefit to both

mortgagees and HUD. 

 (3)This requirement is met when the inspection is

performed, not when "ordered". 

 (4)Prudent servicing dictates that the mortgagee take

into consideration the servicing history and prior

payment habits of the mortgagor when determining

when this inspection should be performed. 

 (5)Mortgagees may continue to attempt to contact the

mortgagor by telephone until the 45th day (while

waiting to see if the mortgagor remits his

payment) before performing a visual inspection. 

(6)HUD will consider a visual inspection performed no

later than the 60th day of delinquency to meet

this requirement. 

 (7)However, where there is a greater risk of vacancy

or abandonment, such as for first or second

payment defaults, this inspection should not be

delayed and optimally should be performed within

45 days from the payment due date. 

 (8)Mortgagees must accomplish the ordering and

scheduling of inspections in a manner which

ensures the inspection will be accomplished

according to HUD requirements. 

 (9)If the mortgagee failed to make an inspection of

the property as required, and the property is

later found to be vacant and vandalized, the

Department will take the position that the damage

resulted from the mortgagee's failure to preserve

and protect and the claim will be subject to

surcharge unless the mortgagee can produce

evidence that the damage occurred prior to the

date the property became vacant. 

 b. Occupancy.  An occupancy inspection is an additional

servicing tool available to a mortgagee to assist in

establishing if a property subject to a mortgage in

default has become vacant or abandoned. 

 (1) If the mortgage remains in default after

 * the initial inspection and the mortgagee

 is unable to determine the occupancy

 status by telephone a correspondence on

 inspection and adequate follow-up must be

 made within 30 days of the last inspection

 or follow-up.  *

 (2)When the conditions necessitating the occupancy

inspection continue; within the previous 30 days

there have been no payments, no contact with the

defaulting mortgagor and increased probability of

  potential abandonment, the mortgagee should

consider having a visual inspection performed

within thirty days from the date of the last

visual inspection. 

 (3)In performing the occupancy inspection, the

servicing mortgagee should require the inspector

to establish if the mortgaged property remains

occupied and should also require the inspector to

attempt to confirm the identity of any occupants. 

 (4)Prior to having an occupancy inspection performed,

the mortgagee must perform at least one valid

follow-up to determine whether the property

remains occupied.  This follow-up must be

documented whether it was by letter, telephone, or

means other than an on-site inspection. 

 (5)During bankruptcy actions, an inspection should

not be necessary if the mortgagor is making his

payments in accordance with the bankruptcy plan. 

Usually bankruptcy plans separate pre-petition and

post petition payments, requiring the mortgagor to

submit his regular payment directly to the

mortgagee and pass part of his payment (for

payment to his current arrearage) through the

bankruptcy court.  As long as his regular payment

continues to be remitted, an inspection should not

be required of a mortgagor in bankruptcy.  When

payments are not being made as scheduled, either

the bankruptcy trustee or the filing attorney

should be contacted for information concerning the

status of the mortgagor. 

 (6)Mortgagees may communicate with the HUD Office

and/or counseling agency to determine the

mortgagor's status while a case is being processed

for assignment.  For this reason, there should be

few cases where an occupancy inspection is

warranted and reimbursable while the assignment is

being reviewed.  <top>
 (7)Inspections are not the only mechanism by which a

mortgagee may establish occupancy of a delinquent

mortgagor.  During the duration of any continuing

delinquency, mortgagees must continue to prudently

service the mortgage including regular attempts to

contact the delinquent mortgagor by telephone and

by written correspondence.  No delinquency should

be allowed to continue indefinitely without some

type of contact with the mortgagor. 

 c. Vacant.  Where the mortgage is in default and the

mortgagee has established that the mortgaged property

is vacant, mortgagees shall inspect the mortgaged

property every 25 to 35 days.  This is a clarification

of the Department's regulatory requirement to inspect

vacant properties "at least monthly". 

 2. Inspection Reimbursement.  Included in the Regional

Preservation and Protection Guidelines shall be a schedule

for inspection reimbursement for each Field Office. 

Mortgagees must follow these schedules. 

 a. Generally, reimbursement will be limited to one

inspection for each 30-day cycle.  This inspection

should not be earlier than 25 days from the last

inspection or later than 35 days after the last

inspection.  A distinction must be made between those

items which are required and those which are merely

recommended.  Only where a local HUD Office has

identified a need to inspect more frequently, and has

made this a requirement, will a mortgagee be reimbursed

for these additional inspections. 

 b. HUD will reimburse mortgagees for occupancy inspections

which were performed in accordance with the

requirements of this Handbook and are adequately

documented including the valid follow-up attempt to

confirm occupancy.  Please note that required

inspections should be performed every thirty days

rather than "monthly".  We make that distinction as

some mortgagees mistakenly believed that an inspection

performed on June 1 and an inspection

 performed on July 31 met HUD's intent for "monthly"

inspections. 

 c. If the delinquency is cured, the cost of the

inspections may be collected from the mortgagor if; the

inspection was required, performed and properly

documented.  The loan must have been reinstated or paid

in full.  No inspection costs may be recovered from a

mortgagor if the delinquency is continuing.  The cost

of each inspection must be reasonable and within the

cost limitation established by the appropriate local

HUD Office.  Under no circumstances may the mortgagee

charge the mortgagor's escrow account for inspection

costs.  <top>
 d. If there is evidence that the mortgagee knew the

mortgagor was still in occupancy, such as documented

communication with the mortgagor, counseling agency,

the mortgagor's attorney or the local HUD Office, such

charges are inappropriate and must not be charged to

the mortgagor or included on a claim for insurance

benefits. 

 3. Inspection Requirements.  For all inspections, mortgagees

shall be required to document the general condition of the

property as well as any actions which would be required to

adequately protect and preserve the property. 

 Most of the inspection forms currently used by the industry

(i. e. , FNMA's inspection form) meet or exceed our

requirements.  At this time, HUD will not require mortgagees

to purchase or use a specific form.  However, at a minimum,

the following items must be documented on each inspection

report. 

 Judgment should be used in each individual case to determine

which specific information to record for these inspections. 

Of course, where the property is occupied, some of the items

listed would be identified as not applicable (n/a). 

 Date of the inspection. 

Identity of the inspector. 

Is the property occupied?

Is the house locked?

Is the grass mowed and/or shrubs trimmed?

 Is there any apparent damage?

Is any exterior glass broken?

Are there any apparent roof leaks?

Does the house contain personal property and/or debris?

Are any doors or windows boarded?

Is the house winterized?

Are there any repairs necessary to adequately preserve and

protect the property?

 Proper documentation must be maintained by the mortgagee on

the performance of inspections and follow-up activities. 

HUD defines proper documentation, for the purposes of

reimbursement, as copies of all completed inspection forms

and accompanying follow-up documentation for occupancy

inspections, which shall be available for verification and

shall be maintained in each claim review file for which

reimbursement is being sought.  <top>
 B. Preservation And Protection Actions.  Once the mortgagee has

determined that the property is vacant or has been abandoned, the

mortgagee must take all reasonable action short of illegal

trespass, to secure the property and protect it from damage from

the elements and from vandalism.  If the mortgage was insured on

or after January 1, 1977, HUD may refuse to accept title or the

mortgagee's claim will be surcharged for costs associated with

damage caused by the mortgagee's failure to meet this

responsibility. 

 The mortgagee is expected to comply with all requirements set

forth by the Local HUD Office for the preservation and protection

of insured properties.  Many requirements are specific to a local

jurisdiction.  HUD's Regional Office shall be responsible for

annually updating and furnishing the schedules to mortgagees. 

Consult the specific Regional Office to request an updated

schedule. 

 Key requirements for preservation and protection are as follows:

 1. Initiate foreclosure within 9 months after the date of

default or within 120 days after the date the property

became vacant is discovered vacant, or

 should have been discovered to be vacant, whichever is

earlier. 

 2. Secure windows and doors according to Regional guidelines to

prevent unauthorized entry.  Boarding up of properties must

not be done without prior HUD approval. 

 3. In accordance with Regional guidelines, protect plumbing and

other operating systems against damage by freezing. 

 4. Unless specifically exempted by the local HUD Office,

mortgagees shall remove debris (interior and exterior). 

Costs limits will be established and provided in Regional

guidelines.  Prior written approval must be obtained from

the local HUD Office to exceed the limit established for the

local jurisdiction. 

 5. In accordance with the Regional guidelines, mow lawns,

maintain shrubs and perform snow removal.  If circumstances

are such that maintenance should be performed more

frequently than as identified in the Regional guidelines,

mortgagees must obtain prior written approval from the local

HUD Office authorizing the additional expense. 

 6. Unless required by Regional guidelines, mortgagees must not

post signs or take other actions that might call attention

to the fact that the property is vacant.  Some local HUD

Offices may require that signs be posted, but these will

normally be restricted to areas where boarding of openings

is deemed necessary and to properties that have been

boarded.  <top>
 C. Preservation And Protection Reimbursement.  Any expense which

exceeds the local cost limits or the total cost limit of $500

requires prior approval from the local HUD Office.  The cost of

required inspections and utilities (for only those areas where

HUD has required they be left on) are not included in this

maximum.  However, all expenses must be supported by receipts,

and only amounts which fall within allowable local cost limits

(or which prior written approval has been obtained) may be

claimed for reimbursement. 

 1. If a mortgagee elects as a matter of convenience to obtain

services at a cost higher than the allowable limits, the

excess costs will not be reimbursed by HUD. 

 2. The mortgagee must maintain receipts for all costs incurred

for preservation and protection of insured properties.  HUD

reserves the right to require reimbursement of any costs

included on an insurance claim that are not adequately

supported. 

 3. The cost of inspections on occupied properties may be

reimbursed only if the mortgagee has documented the

attempted written or telephone contacts.  There must be

adequate documentation to demonstrate that the mortgagor or

occupant could not be contacted by any other means. 

 D. Swimming Pools.  Swimming pools may create both liability on the

part of the mortgagee and maintenance expenses. 

 1. Liability Insurance.  HUD will not reimburse mortgagees for

the cost of insurance against potential liability arising

from swimming pools.  Whether to purchase such insurance is

the mortgagee's decision. 

 2. Maintenance.  HUD will only reimburse the mortgagee for the

expense of maintaining a swimming pool if prior HUD approval

is obtained.  This approval may be provided in the

appropriate cost schedule or provided on a case-by-case

basis.  In either case the following requirements must be

met:

 a. the pool was installed and functioning when the

mortgage was insured; and

 b. the facility with all of its appurtenances will be

conveyed to the Secretary unencumbered; and

 c. the preservation and protection activities of the

mortgagee are required to comply with health and safety

requirements imposed by law; and

 d. HUD determines that the amenities have a potential to

add sufficiently to the recovery to warrant

reimbursement. 

 E. Timing Of Protection And Preservation Action.  The mortgagee is

required to protect and preserve the property until its

conveyance to the Commissioner.  No claim for reimbursement shall

be made to the Commissioner for protection and preservation

services performed after conveyance unless it has been approved

by the local HUD Office.  <top>
9-10 CONDITION OF PROPERTIES (24 CFR 203. 379). 

 A.  Mortgagee Certification.  Unless prior approval has

* been given to accept the property in a damaged condition,

 the mortgagee must certify that, as of the date

 of filing the deed for record, the property is: *

 1. undamaged by fire, flood, earthquake, hurricane or tornado;

and

 2. with regard to mortgages insured (or for which commitments

to insure were issued) on or after January 1, 1977, the

property is undamaged due to failure of the mortgagee to

take reasonable action to protect, preserve and inspect the

property (24 CFR 203. 380). 

 3. As to mortgages insured under firm commitments issued on or

after November 19, 1992, or under Direct Endorsement

processing where the credit worksheet was signed by the

mortgagee's approved underwriter on or after November 19,

1992, undamaged while the property was in the possession of

the mortgagee. 

 B. Conveyance Of Damaged Properties.  Generally, all properties

conveyed to HUD must be undamaged by fire, flood, earthquake,

tornado or failure to preserve and protect.  There are exceptions

which include:

 1. Conveyance of Damaged Properties with HUD Approval. 

 a. The HUD Field Office having jurisdiction may agree to

accept damaged properties, at the mortgagee's request. 

 b. The mortgagee's written request to HUD for such a

conveyance must include:

 (1)a full description of the circumstances;

 (2)the reason the mortgagee does not wish to make

repairs;

 (3)an estimate by the mortgagee of the cost of

repairs; and

 (4)the amount of the insurance recovery, if any. 

 c. Under this provision, HUD will reduce the claim by the

amount of insurance recovery or HUD's estimate of the

cost of repairs, whichever is greater. 

 d. The mortgagee must retain a copy of HUD's approval in

the mortgagee's claim review file for a period of three

(3) years from the date of final settlement of the

claim. 

 e. The mortgagee must obtain prior written approval from

the appropriate HUD Field Office. 

 <top>
 2. Conveyance of Fire Damaged Properties (24 CFR

203. 379(a)(2)).  If the property has been damaged by fire

and the property was not covered by fire insurance at the

time of the damage, or the amount of the insurance coverage

i-s inadequate to repair fully the damage HUD will accept

conveyance without prior approval provided that the

mortgagee has satisfactorily met all regulatory

requirements.  The mortgagee must so certify that the

following requirements have been met when the claim for

insurance benefits is filed.  A copy of the certification

should also be attached to the copy of the claim for

insurance benefits that you send to the HUD Field Office. 

 a. At the time the mortgage was insured, the property was

covered by fire insurance in an amount at least equal

to the lesser of 100% of the insurable value of the

improvements or the principal loan balance of the

mortgage; and

 b. The insurer later canceled this coverage or refused to

renew it for reasons other than nonpayment of premium;

and

 c. The mortgagee made diligent though unsuccessful efforts

within 30 days of any cancellation or non-renewal of

hazard insurance, and at least annually thereafter, to

secure other coverage or coverage under a FAIR Plan, in

an amount described in item (a) above, or if coverage

to such an extent was unavailable at a reasonable rate,

the greatest extent of coverage that was available at a

reasonable rate; and

 d. The extent of coverage obtained by the mortgagee in

accordance with item (c) of this section was the

greatest available at a reasonable rate, (See Chapter

2, Paragraph 2-11C for information about "Reasonable

Rate") or if the mortgagee was unable to obtain

insurance, none was available at a reasonable rate; and

 e. The mortgagee took all required actions to preserve and

protect the property (24 CFR 203. 377). 

 Any insurance benefits received must be applied to

reduce the claim.  Under these special circumstances,

the reduction to the claim will be limited to the

amount of insurance recovery. 

 Guidance concerning the unavailability or reductions in

hazard insurance coverage is discussed in Chapter 2,

Paragraph 2-8. 

 <top>
 C. Other Damage.  If a property is damaged by other than fire,

flood, earthquake, tornado, or boiler explosion, and the

mortgagee does not believe that the damage resulted from a

failure to take required actions to inspect, protect and preserve

the property, the mortgagee must:

 1. Identify such damage in the mortgagee's comment section of

Form HUD-27011 Part A; and

 2. Provide to the local HUD Office copies of all documentation

necessary to verify that the mortgagee met its requirement

to take reasonable action

 to inspect, protect and preserve the property.  All

documents must identify the specific case by FHA case

numbers. 

 3. In the event a property is conveyed damaged, but is not

identified as such on the claim form, no further

reimbursement will be made until the local HUD Office has

made an evaluation of mortgagee responsibility. 

 D. Notice Of Damage.  HUD is deferring implementation of the

notification requirement identified in the new paragraph

203. 379(b) (damage by events "other" than:

 1. 24 CFR 203. 378(c)(1) [fire, flood, earthquake or tornado];

or,

 2. 24 CFR 203. 378(c)(2) [failure to preserve and protect the

insured property if the property was insured on or after

January 1, 1977]. 

 The new requirement would affect those mortgages insured

under a Firm Commitment issued on or after November 19,

1992, or under Direct Endorsement processing where the

credit worksheet was signed by the mortgagee's approved

underwriter on or after November 19, 1992. 

 HUD will issue implementing procedures for the new

requirement of 24 CFR 203. 379(b) in the future.  Until that

time, mortgagees shall continue to follow the requirements

of Paragraph 9-10B with regard to Unrepaired Conveyance. 

 E. Hazard Insurance Recovery.  In many circumstances, hazard

insurance proceeds remain unclaimed because the mortgagee failed

to timely file his claim with the insurance carrier. 

 1. The mortgagee is expected to take all appropriate action to

recoup all available hazard insurance proceeds. 

 2. Where completion of an action jeopardizes the mortgagee's

ability to receive hazard insurance proceeds (such as

conveyance of title to HUD), the mortgagee shall request an

extension of time from the local HUD Office and with this

request provide

HUD with a specific reason the extension is warranted. 

 a. If there is evidence of vandalism or theft resulting in

damage or missing built-in appliances, air conditioning

units, furnaces, water heaters, plumbing fixtures, etc,

the mortgagee should file a claim with the mortgagor's

insurance carrier and obtain all available insurance

proceeds for damages to the property.  Mortgagees are

not required to have mortgagors obtain insurance for

this type of coverage, however, if the existing policy

covers loss or damage to these items (and many do), a

claim must be filed to cover the loss.  Mortgagees

should have documentation to indicate their attempt to

recover the hazard insurance proceeds. 

 <top>
 b. If insurance coverage was available for these types of

losses, mortgagees will not be held accountable for

vandalism or theft.  Mortgagees will be held

accountable, however, if the loss was due to their

failure to properly inspect, protect and preserve the

property. 

 F. HUD Acceptance Of Responsibility.  On the date the deed to the

Secretary is filed for record, HUD assumes full responsibility

for all expenditures for repairs, winterization, property

clean-up and other miscellaneous expenses.  The mortgagee or his

agent must forward all keys to the property to the appropriate

HUD Field Office with the copy of the Claim for Insurance

Benefits, Form HUD-27011, Part A. 

 1. Mortgagees must perform inspections every 30 days in

accordance with the requirements set forth in Paragraph 9-9. 

Damage discovered during HUD's first inspection of the

property after conveyance may be presumed to have occurred

while the mortgagee had possession unless the mortgagee is

able to provide evidence to the contrary. 

 2. The mortgagee must not incur expenses for protection and

preservation of the property, or for eviction of occupants,

on or after the date the deed is filed for record and the

claim for mortgage insurance benefits is filed without the

express

 written approval of the Local HUD Office.  Expenses for work

done before the deed is filed for record may be paid after

that date. 

 G. Property Damage And Restoration.  The condition of a property at

conveyance is the responsibility of the mortgagee.  (See also

Paragraph 9-lOB. ) HUD will not normally inspect damages or

repairs until a claim and conveyance are imminent.  An exception

to this general rule is when the mortgagee has requested

permission to convey title without repairing the damage. 

 After repairs have been completed and the mortgagee is satisfied

that they are adequate, the mortgagee may (at its option) ask for

assurance that the repairs are acceptable to HUD so that a later

claim for mortgage insurance benefits will not be surcharged

because of the damage.  The following procedure applies to such

requests:

 1. Contact the Loan Management Branch of the local HUD Field

Office having jurisdiction over the property when the

repairs have been completed to the mortgagee's satisfaction. 

That office will arrange for assignment of a member of the

Fee Inspection Panel and the mortgagee will be notified of

the assignment. 

 2. The mortgagee assumes full responsibility for payment of the

inspection fee, which may not be passed on to the mortgagor

or included in a later claim for insurance benefits. 

 3. Send the inspector's completed report (on Form HUD-92051,

(Appendix 39) to the HUD Field Office having jurisdiction

over the property, where it is counter-signed before the

original is returned to the mortgagee.  The inspection

report of the fee inspector should attest that he is a duly

qualified member of the Field Office Panel. 

 <top>
 4. Retain a copy of the signed report in the mortgagee's files. 

 NOTE: If the report documents that the repairs are

satisfactory, it represents HUD's assurance that the

claim will not be surcharged for the damage. 

9-11 OCCUPANCY (24 CFR 203. 381).  On the date the deed is filed for record,

the mortgagee must certify that the property is vacant and free of

personal property unless HUD has agreed to accept title with the

property occupied.  This, and the procedures described below, apply

whether title is acquired by foreclosure or by deed-in-lieu of

foreclosure.  Title may not be conveyed until the following actions

have been completed:

 A. Notify Mortgagor And Occupants.  At least 60 days, but not more

than 90 days before the mortgagee reasonably expects to acquire

title (or within 10 days after learning that title will be

acquired by deed-in-lieu of foreclosure), the mortgagee must

notify the mortgagor and each head of household who is actually

occupying a unit of the property of its pending acquisition by

HUD. 

 This notice must be sent whether the property is occupied or

vacant.  The 60-to-90 days requirement must be timed to expire

with the redemption period.  The notification must be sent by

regular mail, although an additional copy may be sent by other

means.  On the same date a copy must be sent to the local HUD

Office with jurisdiction.  On that copy the mortgagee must

include its HUD Mortgagee Approval Identification Number, the

approximate date of the foreclosure sale or of the anticipated

acquisition by deed-in-lieu of foreclosure and the date of

expiration of any redemption period. 

 B. Form Of Notice.  The notification referred to above is in five

parts, all of which are in Appendix 40.  The forms and the

wording of the notice must remain unchanged, although

reformatting, except for Attachments #2 and #3, may occur to meet

the mortgagee's requirements.  If, after HUD has been notified,

it is learned that title will not be acquired for any reason, HUD

and the occupants must again be notified immediately. 

 <top>
 C. Conveyance.  If an occupant contacts HUD within 20 days of the

date of the mortgagee's notice, requesting to remain in the

property, HUD will notify the mortgagee.  If the mortgagee has

not received such notification within 45 days after sending the

notices discussed above, the mortgagee shall convey the property

vacant, unless otherwise directed by the local HUD Office. 

 If HUD approves occupied conveyance, the mortgagee must note the

date of HUD's approval letter in Item 23 of Form HUD-27011

(Appendix 6).  If the mortgagee is notified that HUD is

considering a request for occupied conveyance, but 90 days have

elapsed since the notices discussed above were sent and there has

been no final decision from HUD, the mortgagee may convey title

with the property occupied.  The mortgagee must advise HUD by

separate letter of the occupied conveyance and must enter in Item

23 of Form HUD-27011 the date of the 90th calendar day after the

date of the mortgagee's notification letter to the occupant. 

 D. Occupied conveyance may be permitted where a tenant is making

regular monthly payments to the mortgagor and state or local law

prohibits eviction for this or other similar reasons beyond the

control of the mortgagee.  Occupied conveyance may also be

permitted where state or local law requires the payment of

excessive eviction or relocation expenses as part of the eviction

process.  In any of these situations, mortgagees must notify the

local HUD Field Office for additional guidance. 

 <top>
9-12 CLAIM FOR INSURANCE BENEFITS-WITH CONVEYANCE OF TITLE.  Mortgagees

must follow outstanding claim instructions for the preparation and

submission of their claims for insurance benefits (Form HUD-27011). 

Following are a few important points relating to hazard insurance and

taxes. 

 A. Cancellation Of Hazard Insurance.  The mortgagee must request the

hazard insurance be canceled as of the date the deed is filed for

record.  The amount of the return premium due the mortgagee may

be calculated on a "short-rate" basis (24 CFR 203. 382). 

 B. Taxes--Prior To Conveyance.  The mortgagee must obtain and pay

all available tax bills prior to conveyance.  This applies

regardless of whether the taxes are due before or after

conveyance.  Attach copies of the last tax bills paid (to all

appropriate taxing authorities) to the claim you send to the

local HUD Office.  A copy of the tax bill, a copy of the

disbursement document, or other types of information, as long as

it indicates that the tax payment was paid or sent for payment is

acceptable. 

 C. Taxes--After Conveyance.  Forward to the HUD Office for payment

any tax bills received after you convey the property to HUD. 

 D. Tax Penalties.  Tax penalties incurred by HUD as a result of the

failure of the mortgagee to pay taxes prior to conveyance must be

reimbursed by the mortgagee. 

<top>
9-13 TITLE REQUIREMENTS (24 CFR 203. 389).  Title conveyed to the Secretary

must be good and marketable.  Certain specific and common exceptions

to title that will not cause objection are listed in the regulation,

and local HUD Offices may waive additional objections, based on local

practice and the general marketability of title clouded by those

objections.  In some cases, title exceptions may be waived even if

they impact on marketability if the mortgagee is willing to accept a

reduced claim for mortgage insurance benefits. 

 A. Secondary Liens.  Generally, no junior liens may pertain when

title is conveyed, either by deed-in-lieu of foreclosure or as

the result of foreclosure.  HUD will, however, accept title

subject to a junior lien securing the repayment of Section 235

assistance payments. 

 B. Other Liens.  HUD will not object to title where there is a lien

in favor of the Internal Revenue Service (IRS), regardless of its

position, if the following conditions are met:

 1. IRS has been notified of the foreclosure;

 2. the IRS lien was established after the date of the mortgage

lien; and

 3. the mortgagee bid at least the full amount of the

indebtedness plus the cost of foreclosure (this precludes

the mortgagee's option to convey title using any variation

of the Claims Without Conveyance of Title procedure if there

is an IRS lien). 

 <top>
9-14 RECONVEYANCE OF A PROPERTY TO THE MORTGAGEE (24 CFR 203. 363).  If

a mortgagee fails to comply with HUD's conveyance regulations,

HUD may reconvey title to the mortgagee.  Under these conditions,

HUD will cancel the claim for insurance benefits.  HUD will

require reimbursement

for expenses incurred regarding acquisition, holding and reconveyance,

less any income received from the property.  The time covered will be

from the date the deed to HUD was filed for record to the date of

reconveyance, less any income received from the property. 

For mortgages insured under firm commitments issued on or after

November 19, 1992, or under Direct Endorsement processing where the

credit worksheet was signed by the mortgagee's approved underwriter on

or after November 19, 1992, the mortgagee may reapply for insurance

benefits but will not be reimbursed for any expenses incurred in

connection with the property after it has been reconveyed by the

Secretary or paid any debenture interest occurring after the date of

the initial conveyance or after the date conveyance was required by

paragraph 9-3 A4 (24 CFR 203. 359) whichever is earlier, and there will

be deducted from the insurance benefits any reduction in HUD's

estimate of the value of the property occurring from the time of

reconveyance to the time of reapplication. 

 <top>
9-15 MORTGAGEE'S WITHDRAWAL OF APPLICATION FOR INSURANCE BENEFITS (24

CFR 203. 362).  A mortgagee must apply in writing to HUD for

consent to withdraw; but, the mortgagee must itself agree to:

 A.  accept reconveyance of the property;

 B.  promptly file a reconveyance for record;

 C.  accept the title evidence it furnished to HUD; and

 D.  reimburse HUD for expenses incurred (203. 362 and 203. 364). 

9-16 CLAIM FOR INSURANCE BENEFITS REVIEW FILE AND RETENTION OF CLAIM

RELATED RECORDS. 

 A. Each mortgagee must maintain a claim review file of complete

records on each mortgage for which a claim for insurance benefits

is submitted. 

 B. Each claim review file must be retained for at least three (3)

years after final or the latest supplemental claim settlement. 

(See Paragraphs 10-17 and 10-34 for Section 235 mortgages and see

Paragraph 1-4E for retaining all servicing files with HUD. )

 1. "Final settlement date" is the date of the last

acknowledgement or check received by the mortgagee in

response to submission of a claim.  In certain cases, the

acknowledgement may be in the form of a bill. 

 2. "Supplemental settlement date" is the date of the final

payment or acknowledgement of such supplemental claim.  In

certain cases, the acknowledgement may be in the form of a

bill. 

 C. Microfilm records are acceptable to HUD provided a legible hard

copy can be produced within 24 hours of HUD's request.  <top>
9-17 MORTGAGEE MONITORING. 

 A. HUD will monitor mortgagees on-site or request selected files be

forwarded for review with respect to paid claims for insurance

benefits.  This will include internal reviews of such items as

costs expended and the verification of claim data. 

 B. Mortgagees may be required at any time within three years of

final or supplemental settlement to produce evidence in support

of a claim. 

 C. Mortgagees Are Reminded Of Their Responsibility To Properly

Service And Follow HUD's Outstanding Claim Instructions.  Where

the Department finds non-compliance, appropriate action will be

taken against the mortgagee.  Such action may include the

withholding of debenture interest and other administrative

sanctions. 

 CHAPTER 10.  SECTION 235 MORTGAGES

10-1 GENERAL (24 CFR 235).  Under the Section 235 program, HUD assists

 mortgagors in making their monthly mortgage payments by paying

 directly to the mortgagee a portion of the mortgagor's monthly payment

 as long as the mortgagor remains eligible for subsidy under this

 program. 

 Servicing of Section 235 mortgages is generally the same as that

 described in the previous chapters of this handbook for mortgages

 insured under other HUD programs, except this program has added

 requirements due to the assistance payments contract (Subpart C of 24

 CFR 235). 

 A.  Mortgages Subject To Recapture (24 CFR, Part 235, Subpart C). 

 Pursuant to a firm commitment issued on or after May 27, 1981,

 all or part of the assistance payments is subject to recapture

 under certain circumstances.  (Recaptures and mortgagees'

 responsibilities with respect to recaptures are discussed in

 detail in Chapter 11). 

 B.  Reactivation Of Section 235.  The Appropriations Act of 1984

 reactivated the Section 235 program in accordance with Section

 226 of the Housing and Urban Rural Recovery Act (HURRA) of 1983. 

 The provisions of the reactivated program (which is known as

 Section 235 Revised/Recapture/10), are discussed in Paragraph

 10-36. <top>
10-2 CONTRACT FOR MONTHLY ASSISTANCE PAYMENTS (24 CFR 235).  The terms and

 conditions of the assistance payment contract are contained in Subpart

 C of Part 235 of the HUD regulations.  The issuance of the Mortgage

 Insurance Certificate (MIC), Form HUD-59100 (Appendix 42), to the

 HUD-approved mortgagee incorporates these provisions by reference to

 the contract between HUD and the mortgagee. 

 A.  What Constitutes Execution Of The Contract (24 CFR 235. 310). 

 Issuance of form HUD-59100 constitutes execution of the contract

 for assistance payments with respect to that particular mortgage. 

 The date of endorsement of the MIC does not affect the term of

 the contract. 

 B.  Date Contract Term Begins.  The term of the contract begins on

 either the date of disbursement of the mortgage proceeds or the

 date the mortgagor occupies the property, whichever occurs later. 

 NOTE: "Date of disbursement" in this instance means the date

the funds escrowed to assure completion (in accordance

with Form HUD-92300 (Appendix 43), Mortgagee's

Assurance of Completion), have been disbursed. 

 C. Date Contract Term Ends (24 CFR 235. 345).  The term of the

contract ends on the first day of the month following the

occurrence of one of the events listed under Paragraph 10-19. 

 D. Definitions (24 CFR 235. 5).  Listed below are definitions of some

of the terms used in this chapter as they pertain to the Section

235 program. 

 1. "Family" or "Household" (24 CFR 235. 5).  These terms mean:

 a. a pregnant woman, or two or more persons related by

blood, marriage, or operation of law, who occupy the

same unit;

 b. a handicapped person who has a physical or mental

impairment which is expected to be of a continued

duration and which impedes his/her ability to live

independently unless suitable housing is available; or

 c. a single person, 62 years of age or older. 

 2. "Adjusted Annual Income" (24 CFR 235. 5).  This term means

the annual family income remaining after making certain

exclusions from gross annual income as shown in 24 CFR

235. 5(a)(1), (2) and (3). 

 <top>
 3. "Gross Annual Income" (24 CFR 235. 5).  This term means the

total income (i. e. , before any adjustments, tax deductions

or any other deductions), received by all members of the

mortgagor's household for those items listed in Paragraph

10-9. 

  4. "Minor" (24 CFR 235. 3).  This term means a person under the

age of 21 but shall not include a mortgagor or the spouse of

a mortgagor. 

 5. "Cooperative Member" (24 CFR 235. 325).  This term means a

person who is a member of a cooperative association which

operates a housing project financed with a mortgage insured

under Sections 213 or 221 of the National Housing Act and

meets the conditions set forth under 24 CFR 235. 325 and

235. 330. 

 6. "Active Contract".  This term means a Section 235 assistance

payment contract that is not currently suspended or

terminated. 

 7. "Recertification of Family Income and Composition".  This

term means the process for determining whether a mortgagor's

household;

 a. continues to qualify for the Section 235 assistance now

being received; and/or

 b. is eligible for more or less assistance than is

currently being received. 

10-3 CONTRACT FOR MONTHLY ASSISTANCE PAYMENTS UNDER THE HOUSING AND URBAN RURAL RECOVERY ACT OF 1983.  The Section 235 Revised/Recapture/10

Program provides for the following:

 A. an assistance payments contract executed by the mortgagee and HUD

which includes the "Notice To Buyer" (Appendix 44), signed by the

mortgagors; and

 B. the mortgagee must submit to the local HUD Field Office having

jurisdiction over the mortgage the completed and executed

contract along with the closing package at the time of insurance

endorsement.  (HUD will execute the contract and return it to the

mortgagee with the Mortgage Insurance Certificate. )

 <top>
10-4 CONTINUING ELIGIBILITY FOR ASSISTANCE.  Once the assistance payments

contract has been executed and the mortgage insured, many of the

initial eligibility requirements (such as owning other property,

family size, etc. ,) no longer restrict the mortgagor's continuing

eligibility for assistance. 

A. Requirements To Continue Receiving Assistance.  In order to

continue receiving assistance payments, the mortgagor must meet

all four of the following conditions:

 1. Owner-occupancy Continues.  Must be a mortgagor (as

described in 24 CFR 235. 315) or a cooperative member (as

described in 24 CFR 235. 325) and live in the mortgaged

property;

 a. Co-mortgagors.  Where there are co-mortgagors, this

requirement will be satisfied as long as one

co-mortgagor lives in the mortgaged property. 

 b. Absentee Occupant.  If a mortgagor is away from the

mortgaged property for a period up to one year this

requirement will be satisfied if the absence is due to

circumstances beyond his/her control and the mortgagor

has taken no action which would indicate this property

is no longer his/her primary residence. 

Each case must be decided on its own merit as to

whether the circumstances meet the occupancy

requirement.  If additional guidance is needed, the HUD

Field Office having jurisdiction over the mortgaged

property should be contacted. 

Examples of an "absentee occupant" may include, but not

necessarily be limited to, a member of the armed

forces, and/or a hospitalized mortgagor. 

 <top>
 NOTE: Assistance payments must be suspended where

the mortgagor:

 (1)actually collects rent for the mortgaged property;

 (2)vacates the mortgaged property for any reason

other than for a temporary absence;

 (3)offers the property for rent or sale;

 (4)fails to make the mortgage payments after vacating

the property;

 (5)rents another property which the mortgagor is

occupying for any reason other than for a

temporary absence (as described in (1) - (4) above

from his mortgaged property;

 (6)purchases and occupies another property (mortgagor

or co-mortgagor)

 c. Appointed Trustee/Guardian.  In the event of the death

of the mortgagor and a trustee/ guardian was appointed

as the only survivors were minors, this requirement may

be satisfied if the appointed trustee/guardian lives in

the mortgaged property with the surviving minors. 

 2. Contract Remains Active.  Must be under an assistance

payments contract that has not been suspended or terminated;

 3. Meets Income Requirements.  Mortgagor has insufficient

income to make the full monthly mortgage payment with 20 or

28 percent of income depending on the firm commitment date

of the mortgage; and

 NOTE: The 20 percent calculation applies to mortgages

insured pursuant to a firm commitment issued on or

before October 26, 1984.  The 28 percent

calculation applies to mortgages insured pursuant

to a firm commitment issued on or after October

27, 1984. 

 4. Recertifies As Required.  Recertifies as to occupancy,

employment, family composition, and income at least annually

and at such other times as required by HUD regulations 24

CFR 235. 350. 

 B. Basis Of Assistance Calculation.  If the four conditions cited in

Paragraph A above are met, only the amount of assistance remains

to be calculated.  This calculation is based on periodic

recertifications of  income, family composition, occupancy and employment as discussed

in Paragraph 10-5. 

 <top>
 C. Disclosure And Verification Of Social Security Number (SSN).  The

disclosure and verification of the SSN is an explicit condition

of continued eligibility for Section 235 assistance.  All

mortgagors (and members of their households six years of age and

older) are required to disclose and verify complete and accurate

SSNs in connection with any recertification. 

 D. Verification Of The SSN Is A One-time Requirement. 

 If a mortgagor provides the mortgagee with documentation to

verify the SSN at the time of an annual recertification (October

1990), it is not necessary to provide the documentation to verify

the SSN for any subsequent recertifications.  However, disclosure

of the SSN must be provided at the time of each recertification. 

Mortgagees must advise mortgagors of the requirements in writing. 

 E. Documentation Requirements. 

 1. Documentation is required for each SSN disclosed.  To

document the SSN, all individuals should furnish a copy of a

valid Social Security Card (SSC) issued by the Social

Security Administration of the Department of Health and

Human Services.  (The SSN has nine digits separated by

hyphens as follows: 000-00-0000).  See Appendix 60. 

 2. In those cases where the individual is unable to provide a

copy of a valid SSC, mortgagees may accept copies of any two

of the following documents which would contain the SSN and

the individual's identity:

 a. A drivers license (See Appendix 61). 

 b. An identification card issued by a Federal, state or

local agency. 

 c. An identification card issued by an employer or trade

union. 

 d. Earnings statements or payroll stubs. 

 e. Bank statements or personal checks. 

 f. Internal Revenue Service (IRS) Form 1099. 

 g. Unemployment benefit letter. 

 h. Retirement benefit letter. 

 i. Life insurance policies. 

 j. Court records: such as marriage and divorce judgments

or bankruptcy records. 

 k. Other documents that the mortgagee determines adequate

evidence of a valid SSN. 

 <top>
 F. Individuals who have applied for legalization under the

Immigration Reform and Control Act of 1986 (IRCA) are an

exception to the documentation requirements stated above. 

 1. These individuals have a SSN to disclose but will not have

the copy of the SSC as documentation.  Acceptable

documentation from those individuals is a letter from the

Immigration and Naturalization Service (INS) assigning them

the SSN. 

 2. IRCA applicants generally applied for a SSC at the time they

applied for amnesty.  The Social Security Administration

assigned these individuals a SSN and issued a SSC.  However,

this card was forwarded to INS and was placed in the

applicant's file.  INS sends a letter to IRCA applicants

informing them that a SSN has been assigned and they may use

it until they are granted temporary lawful resident status. 

 G. Unacceptable Documentation. 

 Mortgagees may not accept documents that:

 1. Are produced or completed by individuals, such as business

cards, self completed wallet identification cards, or other

store purchased cards.  (People often purchase a plastic or

metal SSC from companies or mail order firms. )

 2. Have little or no importance, such as club membership or

library cards. 

 3. Mortgagees have the discretion to include similar documents

in this category. 

 H. Invalid Or False Documents. 

 A mortgagee may reject documents that are invalid or false.  To

be considered invalid or false, the document must fall under one

of the following categories:

 1. Invalid Social Security Numbers - Some individuals use

invalid numbers taken from sample cards put in new wallets

or from similar advertising.  These "pocketbook" numbers are

invalid and are listed in Appendix 62. 

 2. False Documents - False Identification documents can be

either counterfeit, altered, or impostors:

 a. Counterfeit - A forgery of a genuine document or a copy

of a document which may appear authentic but is not

legally issued. 

 b. Altered - A genuine document that has had some

identification changed to match the bearer.  Most often

the name, photograph, address or age and physical

description are changed on altered documents. 

 <top>
 c. Imposter - A genuine document obtained under false

pretenses, or a blank genuine document stolen from the

issuing agency. 

 I. Procedures For Rejecting SSNs Or Documentation. 

 When a mortgagee suspects that it has been given an invalid or

false document to evidence the SSN, it should notify the

homeowner and require an explanation or additional proof of the

SSN.  If the additional documentation is questionable, the

mortgagee may require the SSC be provided, or a duplicate card

obtained if the original is not available.  If the additional

documentation does not satisfy the mortgagee that it is valid or

genuine, the following actions must be taken:

 1. The assistance payments contract must be suspended effective

the 1st day of the first month after receipt of the

additional documentation. 

 2. The assistance payments contract cannot be reinstated until

the validity of the SSN can be verified.  The mortgagee must

advise the homeowner in writing of the action. 

 3. If the validity of the SSN is verified, the assistance

payments contract is to be reinstated effective the 1st day

of the month following receipt of the documentation. 

 <top>
 J. Certifications. 

 1. If individuals disclose their SSN, but are unable to meet

the verification requirement, a written certification must

be executed by the individual to this effect.  The

certification should state the individual's name, SSN, and

that he/she is unable to submit the documentation.  The

certification must be signed, and dated by each individual

who does not have the documentation.  If the individual is

under 18 years of age, the certification must be executed by

his/her parent or guardian. 

 2. The individual then has 60 days from the date of

certification to obtain necessary documentation to verify

the SSN disclosed.  If an individual is at least 62 years of

age, the mortgagee may at its discretion, extend the period

up to an additional 60 days (or 120) days after

certification). 

 3. The mortgagee may refer the homeowner to the local Social

Security Office so that he/she may complete and submit Form

SS-5, "Application for Social Security Card," to request a

duplicate Social Security Card. 

 4. If any individual has not been assigned a SSN, a

certification executed by that individual is required.  The

certification should state the individual's name, and that

he/she has not been assigned a SSN.  The individual should

then date and sign the certification.  If the individual is

under 18 years of age, the certification must be

executed by/his parent or guardian.  This certification is

required annually.  No further action is needed.  A

mortgagee cannot require an individual to apply for a SSN. 

 K. Criminal Violations. <top>
 1. Since the SSN was considered an administrative tool for many

years, it was not considered necessary to have a penalty

provision covering the fraudulent application for or use of

a SSN.  However, as time passed and the SSN came into

broader use, the need to protect it became more apparent. 

Penalty provisions were added to the Social Security Act and

are contained in 42 U. S. C.  408(f), (g) or (h).  Violations

of these statutes include:

 a. Providing false information to obtain a SSN. 

 b. Using a SSN based on false information to get a

federally financed benefit. 

 c. Using someone else's SSN. 

 d. Misusing a SSN for any reason. 

 e. Making, possessing, buying, or selling counterfeit

Social Security cards. 

 2. If documentation obtained indicates that the homeowner

knowingly intended to deceive the mortgagee, referral of the

information should be forwarded to the Office of Inspector

General for the Department of Health and Human Services

(DHHS) may be contacted by toll free hotline:

 1-800-368-5779 or by contacting a Regional Inspector General

for investigation (see Appendix 63). <top>
10-5 RECERTIFICATION OF INCOME, FAMILY COMPOSITION, OCCUPANCY AND

EMPLOYMENT. 

 A. Recertification Requirements.  In an effort to fully apprise

mortgagors of their responsibility and the importance of

reporting all required information timely, mortgagees must notify mortgagors of the requirement not

only at the time of the annual recertification but also at an

additionally specified time within 30 days after the end of each

calendar year.  It is suggested that this be accomplished at the

same time the mortgagor is provided a statement of the interest

paid and the taxes disbursed from the escrow account during the

preceding year. 

 1. Requirement For All Mortgages (24 CFR 235. 350 and 235. 355). 

Mortgagees must secure recertifications of gross income,

family composition, occupancy, and employment at least

annually and as otherwise required by HUD regulations to

ensure that the amount of assistance paid on behalf of the

mortgagor is that which is authorized by statute. 

 2. Disclosure and Verification of Social Security Numbers (24

CFR 235. 350(d)).  Mortgagor must meet the disclosure and

verification requirements for Social Security Numbers in

connection with any recertification. 

 3. Requirement For Mortgages Insured On Or After January 5,

1976.  The annual recertification must contain a statement

of the total gross income (i. e. , before adjustments and/or

deductions) reported for all adult family members living in

the household as shown on their last federal income tax

returns. 

 NOTE: If the "total" gross income reported on their last

federal income tax returns is "individually or

collectively" more than 25 percent above the income

reported on the recertification, the mortgagee must

require a written explanation of the difference in

income from the mortgagor. <top>
 B. Recertification Form To Be Used.  The only acceptable form on

which mortgagors and their families may recertify is the Form

HUD-93101, Recertification of Family Income and Composition,

Section 235(b).  (See Appendix 31).  The recertification must

include the following:

 1. the signature of at least one mortgagor;

 2. the date of the signatures;

 3. current income, total income for last 12 months and expected

income for next 12 months of all family members;

 4. names and addresses of sources of income for verification

purposes; and

 5. Social Security Numbers of all family members 6 years of age

and older. <top>
10-6 WHEN RECERTIFICATIONS ARE REQUIRED (24 CFR 235. 350).  (See Appendix

45. )

 A. Annual Recertifications. 

 1. Date Recertification Must Be Performed.  Except where the

mortgagor has been recertified within 90 days prior to the

anniversary (or arbitrary anniversary) date, the mortgagee

must recertify the mortgagor at least annually on either:

 a. the anniversary date of the first mortgage payment due

under the mortgage; or

 b. an arbitrary anniversary date established by the

mortgagee for its entire portfolio of Section 235

mortgages. 

 2. Events Which Permit Recertification Anniversary Dates To Be

Changed.  Once established, annual and arbitrary anniversary

dates are to remain constant except when:

 a. the mortgage is recast;

 b. the mortgage is transferred to a new mortgagee or

servicer; and/or

 c. prior written approval has been obtained from the local

HUD Field Office where the mortgagee is located with a

copy of such approval must be maintained in each

individual case file.  A copy must also be provided as

an attachment to the Form HUD-93102 (Appendix 46)

assistance payment request form notifying HUD 

Headquarters Office of Finance and Accounting's Subsidy

Accounting Branch. 

 <top>
 NOTE: When any of the above events occur, the

mortgagee or servicer automatically has the

option of:

 (1)using the anniversary date of the first

mortgage payment due under the mortgage;

 (2)using the same arbitrary anniversary

date (assuming an arbitrary date was

being used) as the transferring

mortgagee or servicer; or

 (3)selecting a different arbitrary

anniversary date. 

 (For further details concerning the arbitrary

anniversary date with respect to required

recertifications, see Appendix 47). 

 B. Intermittent Recertifications. 

 1. For Mortgages Insured Before January 5, 1976. 

Recertifications must be done within 30 days of the

effective date of any "addition to" the adult family's

"source of income".  An "additional" source of income" may

be due to, but not necessarily limited to, the following:

 a. a family member (other than a mortgagor) may have

reached the age of 21.  If this family member was a

wage earner, this would require that his/her wages now

be taken into consideration when computing assistance

payments;

 b. an adult who did not work previously may have obtained

employment;

 c. an adult who had a job may have elected to get an

additional part-time job; and/or

 d. a family wage earner may have gotten married. 

 e. an adult wage earner joins the family through marriage. 

 <top>
 NOTE: Unless the increase was due to a change in source,

the mortgagor needs only to recertify at the next

anniversary--at which time the increase must be

reported to the mortgagee. 

 2. For Mortgages Insured On Or After January 5, 1976. 

Recertification is required within 30 days of the date when

the total gross income increases by $50 or more per month,

regardless of whether the source changes. 

 It is the mortgagor's responsibility for providing this

information to the mortgagee. 

 Mortgagors must be made aware that their failure to advise

the mortgagee of an increase in income within the 30-day

time frame could result in that mortgagor being required to

repay a significant amount of overpaid assistance (24 CFR

235. 350(c)). 

 C. Recertifications At The Direction Of The Secretary Of HUD.  The

Secretary of HUD, and/or his designee, may require

recertification any time there is reason to believe

recertification is warranted (24 CFR 235. 350(a)(3)). 

 D. Optional Recertifications At The Request Of The Mortgagor (24 CFR

235. 355).  The mortgagor has the option of requesting that the

mortgagee accept a recertification any time there is a reduction

(of any amount) in the adult family income. 

 Should the change not be made within the 30-day time frame due to

the mortgagor's failure to notify the mortgagee, any increase in

assistance resulting from income decrease will be made effective

the first day of the month following the date the recertification

is received by the mortgagee and not retroactively.  (24 CFR

235. 360). 

 1. Acceptable Reasons For Performing Optional Recertifications. 

The mortgagor may request an optional recertification due

to, but not necessarily limited to, any of the following

reasons:

 a. an adult wage earner's death;

 b. an adult wage earner moving out of the property;

 c. an adult wage earner becoming unemployed; and/or

 d. an adult wage earner's loss and/or reduction of

overtime or salary. 

 <top>
 NOTE: If the mortgagor is already receiving the maximum

assistance allowed based on income (i. e. , maximum

allowed under Formula Two), the recertification

requesting that assistance be increased need not

be processed.  However, the mortgagor must be

advised, in writing, of the reason for the

mortgagee's inability to increase the assistance

payment. 

 2. Time Frame For Making The Request. 

 a. In the case of self-employed adult family members, the

reduction must have continued for at least 90 days

prior to the mortgagor's request for recertification. 

The best information available must be used to ensure

that the reduced income has been in effect for 90 days. 

Assistance must not be based on the unsupported word of

the mortgagor. 

 b. For mortgagors NOT self-employed, the reduction or loss

of income must reduce the family income to less than

the income that was used in computing the most recent

assistance. 

 3. Time Frame for Mortgagee To Process Optional

Recertification.  The mortgagee must request on HUD Form

93101-A to make any assistance increase effective the first

day of the month following the month the mortgagor's

recertification is received. <top>
10-7 ANNUAL RECERTIFICATION OF MORTGAGORS. 

 A. Time Frame For Requesting Recertifications.  Unless the

assistance payments contract has been suspended or terminated,

annual recertifications must be secured by the mortgagee:

 1. no earlier than 60 days before and no later than 30 days

after the mortgage (or arbitrary) anniversary date; and

 2. the HUD-93101-A must be received by HUD Headquarters Office

of Finance and Accounting's (OFA's) Subsidy Accounting

Branch no later than 45 days after the mortgage anniversary

(or arbitrary anniversary) date. 

 NOTE: The Subsidy Accounting Branch (SAB) will identify

as suspended the subsidy payments on cases when

required annual recertifications are not received

by the 45th day after the anniversary date.  SAB

will notify mortgagees by letter that an account

has been identified as suspended. 

 When subsidy is identified as suspended by SAB due

to untimely recertification, it will not be paid

retroactively unless the HUD-93114 request for

reinstatement and the HUD-93101-A are accompanied

by a statement from the mortgagee.  The statement

must include the reason for mortgagee's failure to

adhere to recertification requirements. 

 Assistance payments identified as suspended by SAB

shall not be retroactively reinstated because a

mortgagor failed to properly respond to a timely

request from the mortgagee for recertification. 

 For examples of the effective dates of payment

changes resultant from recertifications, see

Paragraph 10-15C. 

 For examples of time limits for required

recertifications, see Appendix 47. 

 <top>
 B. "Reasonable Effort" Action Required Of Mortgagee.  A reasonable

effort must be made by the mortgagee to comply with the time

frames shown in Paragraph 10-7A.  In order for the mortgagee's

actions to meet the "reasonable effort" requirement, the

mortgagee's actions must include, but not necessarily be limited

to, the following:

 1. sending a written notice to the mortgagor, early enough to

result in obtaining recertification no earlier than 60 days

before and no later than 30 days after the mortgage

anniversary (or arbitrary anniversary) date, which:

 a. advises the mortgagor of the annual recertification

requirement;

 b. transmits a Form HUD-93101 that must be filled out and

returned to the mortgagee;

 c. advises the mortgagor that failure to return the

completed HUD-93101 within the required time frame will

result in suspension of subsidy payments;

 d. advises the mortgagor that assistance payments will not

be made retroactively and that the mortgagor will be

responsible for making the full mortgage payment during

the period of suspension;

 e. advises the mortgagor that the reinstatement of

suspended subsidy payments will not be effective until

the first payment month which occurs after 30 days from

the date of the mortgagee's receipt of HUD-93101 from

the mortgagor; and

 f. provides a telephone number and contact name to be used

by the mortgagor to obtain responses to recertification

questions. 

 2. providing special help (whether requested or not) to

mortgagors who are unable to recertify due to lack of

education, language barrier, physical or emotional

impairments. 

 NOTE:  Mortgagees are expected to assist mortgagors in

completing forms and/or advising relatives or

community assistance agencies when mortgagors need

assistance in filling out forms. <top>
10-8 MORTGAGOR FAILS TO RECERTIFY WITHIN TIME FRAME (24 CFR 235. 375(b)(4)). 

If the mortgagor fails to respond to the mortgagee's request for

recertification within the required time frame, the mortgagee is

required to request via Form HUD-93114 that the HUD Headquarters OFA's

Subsidy Accounting Branch suspend assistance payments effective the

first month after the date that the recertification was required. 

 <top>
 NOTE: The Subsidy Accounting Branch will identify the case as

suspended and will not pay assistance payments when a

recertification is due and neither a HUD-93101-A nor a HUD-93114 is received from the mortgagee

by the 45th day after the anniversary date. 

 A. Mortgagor Recertifies After Suspension.  If the recertification

is received by the mortgagee after assistance payments have been

suspended, the mortgagee must submit Form HUD-93114, together

with HUD-93101-A, requesting that the assistance payments be

reinstated as an adjustment transaction Code 2 on the next

regular month's billing Forms HUD-93102 and HUD-300 (Appendix

48). 

 NOTE: The billing forms and all adjustment transaction

documents (i. e. , Forms HUD-93114, HUD-93101-A,

HUD-93102 and HUD-300) should be submitted as one

package to the Subsidy Accounting Branch for

processing.  The reason for the adjustment in Column 3

on Form HUD-300 should be noted as "Late mortgagor

recertification". 

 The reinstatement will be effective on the first payment month

which occurs after the date of the mortgagee's receipt of Form

HUD-93101 from the mortgagor. 

 NOTE: No assistance will be paid for the period during which

a recertification should have been received (i. e. , 30

days after it was requested) and the date it was

actually received. 

 B. Contract Suspended Due To Mortgagee's Failure To Meet "Reasonable

Effort" Requirement.  In situations where HUD determines that the

action taken by the mortgagee when contacting the mortgagor with

regard to the recertification fails to meet the "reasonable

effort" requirement (as stated in Paragraph 10-7B) and the

assistance was subsequently suspended, the mortgagee must go back

to that mortgagor and allow that mortgagor to recertify as long

as he/she recertifies within 30 days of this second written

request.  The mortgagee must:

 1. secure recertification and complete verification;

 <top>
 NOTE: If more than one recertification was missed, for

each missed recertification the mortgagee must

reconstruct family income as accurately as possible for each anniversary date. 

 2. make any resulting change in assistance effective

retroactive to the period for each recertification in

question; and

 3. if the recertification results in overpaid assistance,

careful consideration must be given in order to choose a

method which will allow for the recovery of overpaid

assistance that may have accumulated without creating an

undue hardship on the mortgagor. 

 However, the mortgagee must immediately refund the total

overpaid assistance amount to HUD.  The overpaid amount

should be included as an adjustment transaction on the next

regular month's billing which should be accompanied by

applicable Forms HUD-93114 (requesting reinstatement) and

HUD-93101-A (recertifying income).  The periods of

overpayment (i. e. , month and year) must be included in

Column 3 of Form HUD-300.  The reason for adjustment should

be noted as "Late Recertification Request". 

 NOTE: When assistance has been suspended and a request

for reinstatement is retroactive, the current

monthly billing amount should be treated as a Code

1 transaction on Form HUD-300.  The retroactive

billing amount should be treated as a Code 2

adjustment transaction on Form HUD-300. 

 Both the reason for adjustment (i. e. , late

mortgagor recertification, recertification

request; suspended in error, etc. ) and the

beginning and ending effective period (month and

year) must be included in Column 3 of Form

HUD-300.  Failure to provide this information or

failure to attach the required Forms HUD 93101-A

and HUD-93114, as appropriate, will result in

non-payment of the adjustment amount. 

 Disallowed adjustment amounts due to lack of

documentation must be included on the next regular

month's billing.  The HUD Headquarters OFA's Subsidy Accounting Branch will

process only one Form HUD-93102 for each billing

period. <top>
10-9 DETERMINING INCOME. 

 A. Gross Annual Income (24 CFR 235. 5(d)).  Assistance is based on

gross income which is made up of the total income (prior to any

adjustments, taxes or other deductions) received by all members

of the mortgagor's household. 

 NOTE: Members of the mortgagor's "family or household" are

considered to be all persons living in the mortgaged

property who are related to the mortgagor by blood,

marriage or operation of law. 

 1. Income Sources Included.  For the purposes of annual or

other required recertifications which project income, the

following sources must be included:

 a. wages, child support, alimony, and rental income;

 b. Social Security or welfare benefits;

 c. retirement benefits, military and veterans' usability

benefits;

 d. unemployment benefits;

 e. interest and dividend payments;

 f. lottery winnings paid over extended periods; and

 g. insurance benefits paid on a fixed schedule. 

 2. Income Sources Excluded.  Income from the following sources

must NOT be included:

 a. lump sum insurance benefits;

 b. lump sum winnings from a lottery;

 c. hospital or other medical insurance benefits;

 d. bonuses and/or overtime (if they DO NOT represent a

pattern of annual payments over a period of time);

 e. food stamps;

 f. scholarships; or

 g. any unusual income such as payments made to Vietnam

Veterans from the Agent Orange Settlement Fund. 

 <top>
 NOTE: The Agent Orange Compensation Exclusion Act

(Public Law 101-201) requires that none of the

payments made to Vietnam Veterans from the Agent

Orange Settlement Fund be considered income for

the purpose of determining eligibility for or the

amount of benefits under any Federal or federally

assisted program.  This requirement must be

adhered to when processing Section 235 Annual or

other required Recertifications of Family Income

and Composition. 

 h. any temporary income such as income of a wage earner

from temporary employment that has been discontinued at

the time recertification is taking place. 

 B. Income Requiring Special Consideration.  The mortgagee is to use

the mortgagor's verified current income or the mortgagor's stated

"expected income", WHICHEVER IS HIGHER. 

 "Expected income" is different from income received over the past

12 months (or year-to-date income) in that if there has been a

recent increase in the mortgagor's (and/or family member's)

hourly wage or salary, that new hourly rate or salary would serve

as the basis for projecting the "expected income" for the next

12-month period. 

 1. Overtime Pay.  Overtime pay must be included in the total

income if the employer verifies that overtime is currently

being paid on a regular basis regardless of whether the

employee states (or fails to state) at the time of

verification 

 that the overtime is expected to continue in the future.  If

there is a continuing record of overtime work, the only time

the overtime income is to be excluded is when the employer

verifies that overtime will be discontinued. 

 2. Self-Employment.  Include in gross income all income listed

on Internal Revenue Service's (IRS) Form 1040.  When

calculating the income of self-employed mortgagors, the

deductions set out in Schedule C, Profit (or Loss) from

Business or Profession, must be recalculated for HUD

purposes.  Salary or wage distributions for the mortgagor or

co-mortgagor, depletion or depreciation) are not deducted

from the gross business income for HUD purposes. 

 <top>
 NOTE: For example, Schedule C is not the only form where

self-employment income is claimed, farmers may

have a Schedule F instead of a Schedule C.  All

sources of self-employment income must be

included. 

 a. Recalculate Business Income On IRS Form 1040. 

Mortgagees must recalculate the business income (Item

12 on IRS' Form 1040).  If the recalculated income

shows a loss, that loss cannot be used to offset other

forms of income reported on Items 7 through 22 on IRS

Form 1040. 

 b. Item 12 on the mortgagor's IRS Form 1040 may reflect a

negative amount in some cases.  However, when the

mortgagee recalculates the Schedule C as prescribed in

Paragraph 2a above, it could result in a positive

amount to be included in income.  Elimination of the

deductions for depletion and depreciation may, from

HUD's perspective, result in a business profit. 

 3. Special-Purpose Payments.  These are payments made to the

mortgagor's household that would be discontinued if not

spent for a specific purpose.  Payments which are intended

to defray specific expenses of an unusual nature and which

are expended solely for those expenses should not be

  considered as income.  Examples include, but are not

necessarily limited to, the following:

 a. Medical Expenses.  Funds provided by a charitable

organization to defray medical expenses, to the extent

to which they are actually spent to meet those

expenses. 

 b. Foster Children.  Payments for the care of foster

children who are not otherwise related to the

mortgagor's household by blood, marriage, or operation

of law. 

 <top>
 NOTE:  Foster children are not considered members of

the family.  Therefore, no $300 adjustments

to income are to be made because of their

presence. 

 c. VA Educational Benefits and/or Scholarships.  VA

educational benefits and/or the proceeds of

scholarships are not considered income to the extent

the benefits or proceeds are actually used for

educational expenses (i. e. , tuition, books, lab fees,

etc. ).  Any excess income after deducting actual

educational expenses must be included as income. 

 NOTE:  Costs of transportation to and from school or

for cost of housing for living away from home

to attend school are not considered

educational expenses. 

 d. Payments In Kind.  Items such as food stamps, meals,

clothing, or transportation provided by the employer is

not considered as income if used for that expressed

purpose.  However, cash reimbursement for any of these

items is considered as income to the extent it

continues when not spent to defray a specific expense. 

 <top>
 e. Insurance Benefits. 

 (1)Health/Accident/Disability Insurance. 

 (a)Premiums Paid By Mortgagor.  Benefits

received from policies where the mortgagor is

both the insured and the beneficiary are not

to be considered income if the mortgagor paid the

premiums. 

 (b)Premiums Not Paid By Mortgagor.  If these

premiums were paid by someone outside the

mortgagor's household (such as an employer),

the benefits would be considered as income. 

 (2)Other Types of Insurance.  The benefits of other

type insurance policies would be considered as

income if the benefits are paid in two or more

installments unless they meet the test of special

purpose payments as described in Paragraph 10-9B3

above. 

Regardless of the type or reason for payment,

insurance benefits paid in a lump sum are not to

be considered income.  However, if the mortgagor

chose to invest any or all of the money from this

lump sum payment, all interest (or other gain)

from this investment would be considered as

income. 

 <top>
 f. Earnings of Minors.  Income of all family members

within the mortgagor's household must be included in

the family's total gross income which is used as a base

for computing the assistance. 

All income of all members of the family is included in

gross family income.  In arriving at the family's

adjusted income, five percent of this total is

subtracted before subtracting the earnings of minors. 

Note that only the earnings of minors are subtracted. 

Income of minors from sources other than earnings is

not subtracted. 

For example, income to a minor from a trust or an

insurance policy is not earnings and is not subtracted. 

It is thus immaterial whether income other than

earnings is paid to a minor or to an adult family

member for the benefit of the minor.  In neither case

would it be deducted in arriving at adjusted income. 

 g. Military Pay and Allowances.  All cash payments to a

member of the armed forces are considered as income,

regardless of the reason for the payment, unless the

payment is made only once and for a special purpose,

such as a lump sum re-enlistment bonus. 

Many military personnel may exercise a degree of choice

in some areas of compensation.  For example, they may

choose between eating in a government cafeteria without

charge or receiving an allowance for rations in cash

and paying for any meals consumed in the cafeteria.  If

the allowance is received in cash, it is income. 

Otherwise, it is not. <top>
 h. Reimbursement for Expenses.  If the family member's

employment requires spending considerable time away

from home on a regular basis and the employer provides

reimbursement for the unusual living expenses incurred

as a result, the reimbursement is not normally

considered to be income. 

 Exceptions to this rule:

 (1)If the reimbursement is paid for periods other

than when the employee is actually away from home,

the entire reimbursement is considered as income

regardless of whether the employee accounts to the

employer for actual expenses and the reimbursement

is fixed on a daily basis (or some other standard)

and is inadequate to cover all normal living

expenses; and

 (2)if the employee accounts to the employer for

expenses, and the expenses equal or exceed the

reimbursement, the reimbursement is not considered

income.  However, if the reimbursement exceeds the

expenses, the excess reimbursement is considered

income. 

 NOTE:  Where expenses exceed the reimbursement,

the amount not covered by the

reimbursement cannot be deducted from the family's gross

annual income. <top>
10-10 VERIFYING INCOME.  To calculate assistance payments, the

mortgagor's verified current income, or the reported expected

income, WHICHEVER IS HIGHER, must be used.  The mortgagor's

option to recertify is his/her only protection when there is a

loss of income.  When mortgagees fail to use the highest income

reported, overpaid assistance results. 

 A. Third-party Verification Required.  Third-party verification

of the mortgagor's statements, similar to that required when

a mortgage is originated, is required at the time of each

recertification. 

 EXCEPTION: Third-party verifications are not required for

self-employed persons. 

 B. Verification Not Available.  Where third-party verification

cannot be obtained and/or the mortgagor's statements cannot

be reconciled with the verification, the local HUD Field

Office having jurisdiction over the mortgaged property

should be contacted for assistance in establishing the

income. 

 C. Unacceptable Forms Of Verification.  Examples of

unacceptable forms of verification include, but are not

necessarily limited to, the following:

 1. Federal income tax returns or Forms W-2's (withholding

tax forms), except for self-employed persons and where

HUD has reviewed the case and has established that this

would be the best information available;

 2. where verifications have passed through the hands of

the mortgagor and/or the person whose income is being

verified; and/or

 3. checks and/or pay stubs which show only the net amount

of the check. 

 D. Acceptable Forms Of Verification.  The most difficult part

of income verification is determining that all sources of

earned income have been reported by all members of the

mortgagor's household. 

 1. Listed below, ranked in the order of preference, are

acceptable forms of verification for earned income. 

 a. Pay Stubs and Checks.  If these show gross income

as well as net, these documents are considered to

be the most reliable source of accurate

information concerning recent income. 

 (1)Documentation for Preceding Six months Is To

Be Requested.  The most recent information

available is to be used for recertifications. 

Salary information requested should include

at least any pay stubs and/or copies of

check(s) received by any household member

just prior to the mortgagee's request as well

as any checks or income received within at

least the last six-month period. 

 (2)Each Source of Income Must be Documented. 

Care should be taken to assure that the

mortgagor provides information with respect

to each source of income.  If a source is

missing, one of the other forms of

verification should be used with respect to

that source. 

 b. HUD Form 92004-G (Appendix 49), Request for

Verification of Employment.  This form of

verification is acceptable (or similar forms

designed by the mortgagee to elicit the same

information) only if it is delivered directly to

and from the employer without passing through the

hands of the mortgagor and/or the employee whose

salary is being verified. 

 NOTE:  If the HUD form is used, it should be

modified to add, in the remarks section,

a request for information about

anticipated wage increases. 

 c. Telephone Verification.  While some employers may

be reluctant to provide income information by

telephone, they will usually verify that the

mortgagor is or is not employed with that company. 

In using the telephone:

 (1)Contact Designated Personnel.  It should be

established by the mortgagee that the person

spoken to is either:

 (a)the mortgagor's supervisor; or

 (b)an employee of that company who has been

authorized by that company to give out

employment verifications. 

 (2)Maintain Mortgagor's Privacy.  The detailed

reason for the call (i. e. , to determine if

the employee remains eligible for Sections

235 subsidy) should not be disclosed to any

parties other than those described in the

preceding paragraph. 

 (3)Document Telephone Call.  Each telephone call

should be fully documented as follows:

 (a)the date;

 (b)the time;

 (c)the parties of the conversation; and

 (d)the information provided by the

employer. 

 d. Use of Standard Benefit Scales.  Some localities

have established that a family with a given

composition receiving public assistance or

unemployment compensation as its sole source of

income must receive assistance in a set amount. 

 NOTE:  Where this is the case, the income taken

from the current schedule of benefits

established by that source may be

accepted as the family's income without

individual verification of the benefits. 

 e. Use of Public Housing Authority's Standard Minimum

Income Scales.  Some Public Housing Authorities

have established schedules of 

 minimum incomes for various occupations in their

areas, especially those with fluctuating,

seasonal, and irregular patterns.  These schedules

are based on experience indicating that workers in

each of the covered occupations can be expected to

earn at least a minimum each year under normal

working conditions. <top>
 (1)Income Reported At Or Above Minimum Scale. 

If the mortgagor has stated an income at or

above the minimum found in these tables, the

mortgagor's statement may be accepted without

further verification. 

 (2)Income Reported At Less Than Minimum Scale. 

Where the mortgagor can provide convincing

evidence that a lower income is accurate, the

lower figure may be used. 

 2. Income from Self-Employment.  As noted in Paragraph

10-9 with respect to self-employment, the income of

self-employed persons must often be adjusted to avoid

reducing it for non-cash expenditures such as depletion

and depreciation.  Supporting documentation (such as

statements showing deposits consistent with claimed

income) should be obtained from self-employed

mortgagors. 

 a. Audited Profit and Loss Statements.  A copy of the

latest audited Profit and Loss Statement may be

requested from the mortgagor. 

 NOTE:  Due to the expense involved, mortgagors

are not to be required to obtain an

audited Profit and Loss Statement for

the sole purpose of the mortgagee using

it for income verification to determine

Section 235 subsidy.  However, should a

recent audited Profit and Loss Statement

exist for other purposes, the mortgagee

may require that a copy be provided for

income verification. 

 b. Unaudited Profit and Loss Statements.  These are

acceptable only if prepared by someone

  other than the mortgagor.  Even then, they are of

questionable validity as they are based solely on

information provided to the preparer by the

mortgagor.  Any apparent discrepancy should be

followed up thoroughly. 

 c. Financial Statements.  A financial statement is a

picture of the financial condition of the business

at a specific time.  It must be noted that a

financial statement does not provide information

about the income of the mortgagor, but only serves

as a basis for determining that the business can

afford to pay the mortgagor what is claimed as

earned income. <top>
 NOTE:  When the self-employed mortgagor is a

principal owner of a corporation, that

person's income is generally a

combination of salary and dividends on

investment in the corporation. 

 In these situations, the corporation's

undistributed earnings should also be

considered as income of the mortgagor to

the extent of that person's ownership. 

 3. Unearned Income.  Income from sources other than

employment or self-employment must also be verified,

and there are probably as many ways to do this as there

are different sources of income.  It is left to

mortgagees to determine the best source of information

in each case. 

 E. Verification Not Required.  Certain types of income need not

be verified. 

 1. Minors.  Incomes of minors (persons living in the

household who are under the age of 21) need not be

verified.  Only the income of "adult" members of the

family need be verified.  "Adult" for this purpose is

any mortgagor and spouse of any mortgagor (regardless

of age) and any other person related to any mortgagor

by blood, marriage, or operation of law who occupies

the mortgaged property and is 21 years old or older. 

 <top>
 2. Latest Verification Performed Within Last Six Months. 

On mortgages insured prior to January 5, 1976, income

which has been verified within the six months preceding

the mortgagee's receipt of the signed Form HUD-93101

need not be verified if:

 a. the family members report no change in employers;

and

 b. the income reported is either the same as that

verified earlier or reflects a change which was

expected and/or verified as a part of the previous

verification. 

 3. Disqualifying Income.  If either the current or

expected income as reported by the mortgagor is

adequate to enable the mortgagor to make the full

monthly payment with 20 or 28 percent of income

(depending on when the mortgage was insured), no

further verification is necessary before suspending the

assistance payments contract. <top>
10-11 FAMILY COMPOSITION.  Family composition need not be verified,

 but, all changes in the status of adult and family members must

 be questioned. 

 A. Separations.  Where a mortgagor has left the property due to

a separation, the remaining mortgagor may certify as to the

composition of the remaining portion of the household. 

 B. Death.  Normally, if there is no owner-mortgagor occupying

the property, assistance cannot be paid.  In the event of

the death of one or more mortgagors, there could be a

question as to both the title to the property and the

mortgage obligation.  The status may be even more uncertain

if the only survivors are minor children. 

 1. Obtaining Clear Title/Disposing of Property.  Where the

only survivors are minor children, it may be necessary

to initiate court proceedings in order to have a

guardian appointed for the purpose of clearing and/or

disposing of the title of the property. 

 2. Commencement of Assistance Payments.  In the event of a

death or separation leaving no owner-mortgagor, 

 the mortgagee may begin billing for assistance

immediately as though there had been an assumption at

the time of the death or separation, provided the

mortgagee can identify an individual who meets all of

the following conditions:

 a. is a member of the surviving family (even though

he/or she may not have qualified as a "family"

member for assistance purposes earlier);

 b. will probably become the holder of title (either

in his/her own name or in trust for one or more of

the survivors);

 c. will assume the mortgage obligation in the same

capacity;

 d. will occupy the mortgaged property with the

survivors; and

 e. will qualify for assistance within the limits

prescribed for initial eligibility (see Paragraph

10-22). 

 3. Establishing Eligibility.  It must be recognized that

to determine who will most likely inherit or be

appointed as a guardian or trustee on behalf of the

survivors before the estate is settled can only be

based on assumptions.  Once the mortgagee can

reasonably determine who that individual will be and

whether the conditions in Paragraph 10-11B2 have been

met, eligibility must be established. 

 <top>
 NOTE:  Establishing eligibility need not be delayed

until the disposition of title has been

completed and the mortgage obligation is

formally assumed by the new mortgagor. 

 Should it become evident that those assumptions are

incorrect, the assistance payments contract must be

suspended effective with the date of death or

separation and any assistance paid in the interim must

be refunded to HUD. <top>
10-12 COMPUTING ASSISTANCE (24 CFR 235. 335).  The maximum monthly

assistance that can be paid by HUD is the lesser amount computed

under two formulas, commonly referred to as "Formula One" and

"Formula Two".  Instructions for 

these computations are given on Form HUD-93101-A under Section A

and B (Appendix 32). 

 A. Formula One.  The "Formula One" assistance payment is the

difference between the full monthly mortgage payment (i. e. ,

principal, interest, and all escrowed items) due under the

mortgage and either 20 or 28 percent of the mortgagor's

adjusted monthly income.  (See Section A and B of the Form

93101-A (Appendix 32) to determine how the assistance

payment is computed. )

 NOTE:  The 20 percent calculation applies to mortgages

pursuant to a firm commitment issued on or before

October 26, 1984.  The 28 percent calculation

applies to mortgages insured pursuant to a firm

commitment issued on or after October 27, 1984. 

 The "Formula One" payment must be recomputed whenever there

is a change in the total payment or when there is a change

in the income or family composition reflected in a

recertification. 

 B. Formula Two.  The "Formula Two" assistance payment is the

difference between the actual monthly payment to principal,

interest, and the mortgage insurance premium (MIP) under the

mortgage and the monthly payment to principal and interest

(without the MIP) that the mortgagor would have to pay if

the mortgage bore interest at some lower rate.  Those lower

rates vary, depending on when the mortgage was insured, as

indicated below:

Date of Note Rate Interest Rate P&I Factor

Closing Note to Compute per $1,000

Rate Second Element 30-year

 of Formula Two Term

8/9/68-1/4/76 No difference 1. 00% $3. 22

1/5/76-3/6/78 No difference 5. 00% $5. 37

3/7/78-3/8/81 No difference 4. 00% $4. 78

3/9/81 and 13. 50% or 4. 00% $4. 78

later lower

13. 75-14. 00% 4. 75% $5. 22

 14. 25-14. 50% 5. 50% $5. 68

 15. 00% 6. 00% $6. 00

 15. 50% 6. 75% $6. 49

 16. 00% 7. 25% $6. 83

 16. 50% 8. 00% $7. 34

 17. 50% 8. 00% $7. 34

10-13 INTERIM ASSISTANCE PAYMENTS.  When it is impossible to complete

the verification of all or part of the family's income at the

time of the effective date of a change in the assistance payment,

the assistance payment should be temporarily adjusted, if

appropriate, based upon information provided by the mortgagor on

Form HUD-93101 until all income can be verified or until the

local HUD Field Office makes a decision as to the amount of

assistance to be paid based on available documentation. 

 <top>
 A. Basis For Computing Interim Assistance Payments.  Interim

changes in assistance payments should be based on the

highest family income figure which can be developed from any

source (or sources) until the mortgagor's family income can

be verified or a decision is made by the local HUD Field

Office. 

 B. Affect On Payments.  Interim changes in assistance payments

should:

 1. not result in overpayment of subsidy unless the

mortgagor understates income;

 2. result in the Formula One assistance (after

verification) being equal to or greater than the

interim adjustment; and

 3. not affect Formula Two calculations as the Formula Two

are not income related. 

 C. HUD Assistance Requested.  Whenever acceptable verifications

cannot be obtained, the local HUD Field Office should be

asked to make a decision as to the

  total family income to be used to determine the amount of

assistance to be paid on behalf of the mortgagor. 

 <top>
 D. Documentation Needed.  Requests to local HUD Field Offices

for assistance in determining correct assistance should

include:

 1. Form HUD-93101, Recertification of Family Income and

Composition, Section 235(b);

 2. all income verifications received to date that pertain

to this recertification, including summaries of any

received verbally;

 3. copies of any correspondence related to the

recertification or verification of income. 

 4. a summary of any attempted verifications or

reconciliation of differences may not have been made

clear by the basic documentation; explain the problem

encountered; and

 5. the names, addresses and telephone numbers of any

income source identified by or for any family member. 

10-14 FIRST MONTHLY ASSISTANCE PAYMENT.  Where mortgage closings do not

take place on the first day of a month, the first assistance

payment on a new mortgage will normally be smaller or larger than

subsequent assistance payments (depending on how interest for the

first partial month is collected from the mortgagor).  (See

Appendix 51. )

If the interest is collected at closing or as a separate payment

of interest only on the first of the month following closing, the

initial assistance payment will be smaller. 

If the interest is collected as a part of the first full monthly

installment, both that payment and the assistance payment will be

larger. 

In calculating this first assistance payment, the mortgagee's

basic calculations are the same.  Both "Formula One" and "Formula

Two" assistance payments are to be calculated, but the

mortgagor's income and the full monthly payment used in "Formula

One" and the monthly 

payments to principal, interest and MIP on the actual mortgage

and to principal and interest on a mortgage at the appropriate

interest rate used in "Formula Two" must be adjusted to reflect

the number of days for which interest was actually collected. <top>
10-15 ASSISTANCE PAYMENTS ADJUSTMENTS (24 CFR 235. 360).  Most

adjustments take place as a result of changes in income or family

composition reflected in a recertification or due to an increase

in the full monthly payment required by the mortgage. 

 A. Adjustments.  Assistance payment adjustments will be made

either retroactively or prospectively as described below. 

 1. Retroactively.  Assistance payments may be adjusted

retroactively (i. e. , adjusted back to the date the

change should have taken effect).  Payments may be

adjusted retroactively under the following

circumstances:

 a. to correct errors or to include previously

unreported income (i. e. , $50. 00 increases);

 b. to reinstate a suspended assistance payments

contract when:

 (1)there is an assumption and the assumptor is

found eligible for assistance; or

 (2)a foreclosure action is withdrawn;

 c. when an "interim" assistance payment was put into

effect in accordance with Paragraph 10-13; and

 d. when directed to do so by HUD. 

 2. Prospectively.  Most assistance payments will be

adjusted prospectively (i. e. , adjustments made

effective within 30 days after the processing of recent

or anticipated changes when reported by the mortgagor

as required).  These changes may be due to, but not

necessarily limited to, the following:

 a. changes in income or family composition reflected

in a recertification; or

 b. an increase in the full monthly payment required

under the mortgage. 

 <top>
 B. Computation Changes.  "Formula Two" assistance payments

change every twelve months (on the anniversary of the

beginning of amortization) at the time MIP changes for the

coming year. 

 NOTE:  This adjustment must be made even when the

mortgagee has established an arbitrary anniversary

date for the purpose of processing

recertifications. 

 C. Effective Dates Of Changes (24 CFR 235. 360).  The effective

date of payment change recorded in Block 19 on Form

HUD-93101-A must be in accordance with the following

schedule:

 Action Requiring Effective Date

Change

 Annual First day of first or

 recertification if second month after

 mortgagor's share of receipt of Form

 payment increases HUD-93101 at the

 mortgagee's discretion. 

 Annual The first day of the

 recertification if first month after

 mortgagor's share of receipt of Form

 payment decreases HUD-93101

 Action Requiring Effective Date

 Change

 Reported increase in The first day of the

 income first month after the

 effective date of the

 income increase

 Reported decrease in The first day of the

 income first month after

 receipt of Form

 HUD-93101

 Change in total The date of the

 monthly payment monthly payment amount

 required under the change

 mortgage

 Change in "Formula The anniversary date

 Two" assistance due of the beginning of

 to an MIP change amortization

 <top>
10-16 ADVISING MORTGAGORS OF CHANGES.  The mortgagee must notify the

mortgagor of changes in assistance payments no less than 10 days

before the due date of the first payment affected by the change. 

 A. Required Advance Notice Not Given.  Any time there is an

increase in the mortgagor's share of the payment and the

required 10-day advance notice cannot be given to the

mortgagor, the mortgagee must arrange a schedule that is

acceptable to both parties (must be one that is realistic

and does not put an undue hardship on the mortgagor) for

collecting any additional amounts that may become due before

the 10-day advance notice period can be given. 

 NOTE:  Payment schedule arrangements made between the

mortgagor and the mortgagee should not result in

overpaid assistance.  The amount of assistance

requested from HUD on Form HUD-93102 should be

reduced effective on the effective date of payment

change in accordance with the schedule provided in

Paragraph 10-15C, regardless of when the mortgagee

collects the higher mortgagor's share of the

monthly payment amount. 

 <top>
 B. Written Notice To Mortgagor.  The notice to the mortgagor

should include, but not necessarily be limited to, the

following information:

 1. the total monthly mortgage payment, excluding items not

required by the mortgage (such as premiums for life

and/or disability insurance);

 2. HUD's share of the mortgage payment and whether it was

computed under "Formula One" or "Formula Two";

 3. the mortgagor's share of that payment;

 4. any additional amounts that must be paid by the

mortgagor in connection with the mortgage payment

 which was excluded in Item 1 above (such as premiums

for life and/or disability insurance);

 5. the monthly gross income used to calculate the

assistance payment for the purpose of providing a bench

mark to help the mortgagor know when to report

increases of $50 or more per month;

 6. the due date of the first payment due from the

mortgagor which reflects the increase. <top>
10-17 RETENTION OF DOCUMENTATION (24 CFR 235. 365).  Form HUD-93114 and

all other pertinent records must be in the mortgagor's case file

for the life of the insured mortgage plus three years.  In the

event the mortgage is transferred to another mortgagee or

servicer, and/or assigned to HUD, this documentation must remain

a part of the mortgagor's case file and must be conveyed to the

new mortgagee, servicer, and/or HUD which shall retain the entire

case file for the life of the mortgage plus three years.  (Also

see Paragraphs 10-26, 10-33, 10-34, 9-16, 1-4D and 1-4E. ) (For

Section 235 record maintenance see Paragraph 10-32. ) <top>
10-18 SUSPENSION OF ASSISTANCE PAYMENTS (24 CFR 235. 375). 

 A. Events Which Require Suspension.  Events listed below (and

are also given under Item 15 of Form HUD-93114 (Appendix 33)

require the suspension of assistance payments.  Effective

dates are also given as to when each is to be suspended. 

 1. When the mortgagor or cooperative member ceases to meet

the occupancy criteria for continued assistance;

 Effective Date: the first day of the month following

 the date the mortgagor or cooperative

 member ceased to meet the criteria;

 2. The mortgagee determines that the mortgagor or

cooperative member ceases to qualify for assistance

payments because of income increases enabling the

mortgagor or cooperative member to pay the full monthly

payments using 20 or 28 percent (whichever applies) of

the family income. 

 Effective Date: the date that the mortgagor received the

 increase in family income which enabled

 payment of the full monthly mortgage

 payment with 20 or 28 percent of the

 adjusted gross family income;

 3. The required recertification of occupancy, employment,

income and family composition cannot be obtained from the

mortgagor. 

 Effective Date: For annual recertifications, the assistance

 payment contract must be suspended if the

 recertification Form HUD-93101 has not been

 received 30 days after the anniversary

 date, or the disclosure and verification of

 the Social Security numbers are not

 provided. 

 For other required recertifications, the

 contract is suspended as of the first day

 of the month following expiration of the

 30-day period given the mortgagor for

 recertification. 

 <top>
 NOTE:  Assistance payments are not to be suspended when a

mortgagor requests recertification due to a

reduction in income (i. e. , optional

recertification), and then fails to recertify. 

 4. Mortgage obligation or cooperative membership is assumed by

a party before eligibility has been established. 

 Effective Date: The first day of the month following the

 date on which the seller fails to meet the

 occupancy criteria as set out in paragraph,

 or the assumptor assumes the mortgage or

 cooperative membership, whichever is

 earlier. 

 5. Foreclosure is initiated. 

 Effective date: The first day of the month following the

 date the first legal action required by

 state law is taken by the mortgagee's

 attorney to foreclose on the mortgage. 

 B. Suspension Notification Required.  A notice shall be sent to

the mortgagor advising of the suspension when:

 1. the suspension of assistance payments is the result of

a mortgagor being able to make the full monthly payment

using the appropriate 20 or 28 percent of family

income;

 2. the mortgagor fails to submit a required

recertification; or

 3. the mortgagor fails to meet the disclosure and

verification requirements for Social Security numbers

in connection with a recertification. 

 C. Content Of Suspension Notice.  The notice to the mortgagor

must include the following:

 1. the date of the suspension;

 2. the reason for suspension (as stated in Paragraph

10-18A);

 3. the mortgagor's total required monthly mortgage

payment;

 4. a statement advising that for a period of 3 years

immediately following the suspension, assistance

payments may be reinstated at any time within that

3-year period if:

 a. circumstances occur which would eliminate the

reason for the suspension; and

 b. provided that another event (listed in Paragraph

10-18A) has not taken place which would in itself

require that the assistance payment contract

continue to be suspended. 

 <top>
 D. Reinstatement Effective Dates.  A suspended assistance

payment contract shall be reinstatement as follows:

 1. Suspension Due To Mortgagor's Non-occupancy Status. 

Assistance payments may be reinstated effective with

the first monthly billing after the mortgagee receives

Form HUD-93101 notification that the mortgagor meets

the occupancy requirement. 

 2. Suspension Due to Over-Income Mortgagor.  Assistance

payments may be reinstated effective the first day of

the month after the mortgagee receives Form HUD-93101

notification that the mortgagor is no longer "over

income" and meets all other continued eligibility

criteria. 

 NOTE: Reinstatement may be as a result of a

reduction in the mortgagor's family income

and/or due to an increase in the total

monthly mortgage payment (such as an increase

in amount being escrowed). 

 3. Suspension Due To Mortgagor's Failure to Recertify. 

Assistance payments may be reinstated effective the

first day of the month after the mortgagee receives the

required Form HUD-93101. 

 4. Suspension Due To Mortgagor's Failure to Disclose and

Verify Social Security Numbers (24 CFR 235. 375(b)(4)). 

Assistance payments may be reinstated effective the

first day of the month after the mortgagee receives the

social security number information. 

 5. Suspension Due To Initiation of Foreclosure.  Upon the

withdrawal of foreclosure action, assistance payments

may be reinstated retroactively to the date of

suspension provided that, during the period the

assistance payments were suspended, the mortgagor

continued to meet all other criteria for receiving

assistance payments. 

 a. Negotiation of Reinstatement Terms.  The terms of

reinstatement of the mortgage (i. e. , whether the

delinquency is to be paid in a lump sum, or

additional sums are to be paid each month until

the mortgage is current,
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 etc. ,) may be negotiated between the mortgagee and

the mortgagor.  However, the terms agreed upon

must be realistic and may not affect the monthly

mortgage payment on which the Formula One

assistance payment is based. 

 b. Reimbursement of Foreclosure Costs.  Mortgagee

retains the right to be reimbursed by the

mortgagor for any costs incurred with respect to

the withdrawn foreclosure action.  However, these

costs must be kept separate and apart from any

Section 235 assistance.  These costs may not be

added to the monthly mortgage payment used to

calculate the assistance payments and may not be

billed to HUD as a separate item. 

10-19 TERMINATION OF ASSISTANCE PAYMENT CONTRACT (24 CFR 235. 375). 

 A. Events Which Require Termination.  Events are listed below

(and also given under Item 16 of HUD-93114 (Appendix 33))

which require the termination of the assistance payment

contract:

 1. when the contract of mortgage insurance is terminated;

 EXCEPTION: The assistance payment contract is not

terminated because HUD accepts an

assignment of the mortgage. 

 2. the mortgage is assumed by a mortgagor or cooperative

member who is not eligible for assistance; or

 3. the assistance payment contract has been properly

suspended for three consecutive years without the

subsidy being reinstated within that three-year period

of suspension; or

 4. when the assistance payment contract for Section 246

10-year mortgages terminate unless extended by the

Secretary. 

 B. Termination Effective Dates.  Assistance payment contracts

terminated for the events cited in the preceding paragraph

shall be made effective the first

 day of the month following the date of the event which

requires the termination of the contract. 

 C. Contracts Terminated In Error.  Where the assistance

payment contract is terminated in error, the mortgagee shall

reinstate the contract immediately upon discovering the

error.  Form HUD-93114 must be submitted with the box

checked under Item 17(1).  (Item 17(1) denotes "Terminated

in Error" as the reason for the reinstatement. )

Documentation of the error is to be retained in the

mortgagor's case file for the life of the mortgage.  (Also

see Paragraphs 1-4D, 9-15 and 10-33. )

 NOTE:  Once a Section 235 assistance payment contract has

been properly terminated it may not be reinstated. <top>
10-20 ESCROW ACCOUNTS.  Basically escrow accounts for Section 235

mortgages are serviced the same as escrow accounts for other

insured mortgages (i. e. , in accordance with procedures discussed

in Chapter 2).  However, certain differences will be encountered. 

Mortgagees must determine which escrow items and/or what portion

of the premium for an acceptable escrow item may be included in

the total monthly mortgage payment prior to computing the amount

of subsidy the mortgagor is entitled to under the Section 235

program.  Guidance for making this determination is as follows:

 A. Escrow Items Which May Be Included In Assistance

Computations.  Only certain items required under the

mortgage may be included in the assistance computations (see

Appendix 50).  The escrow items that are acceptable, and the

guidelines for determining the acceptable portion of the

premium for that escrow item (if the entire amount cannot be

included) are listed below:

 1. Hazard Insurance.  Only the cost of either the standard

fire and extended coverage or basic homeowner's policy

may be included in the assistance calculations.  If a

basic homeowner's policy is used, the mortgagee must be

sure that any premiums for other items, such as cars,

boats or other properties are not included in the

assistance calculations.  If the cost of the basic

homeowner's policy appears excessive, the

 mortgagee must contact the agent and establish the cost

of a standard fire and extended coverage policy and use

the lesser of the two. 

 NOTE:  Do not include disability or life insurance

premiums. <top>
 2. Flood Insurance.  The entire premium may be included in

the computation if the insurance is required by HUD or

the mortgagee. 

 3. Taxes.  The entire amount for taxes and special

assessments which are levied by a government body may

be included in the assistance calculations.  Caution,

specified assessments may be payable over several tax

years.  Only the prorated portion due for a specific

tax year may be included. 

 NOTE:  Do not include ground rents, assessments by

mortgagors' associations, and special

assessments levied by persons or private

organizations. <top>
 B. Additional Disclosures Required Prior To Closing.  Prior to

closing, mortgagees must make mortgagors aware of the

following:

 1. the availability of any tax exemption (i. e. , available

to the mortgagor at the time of closing) for which the

mortgagor may qualify;

 2. that the responsibility for applying for the exemption

is that of the mortgagor;

 3. that their assistance payments will be computed based

on the assumption that the mortgagor will be receiving

the tax exemption for which they qualify;

 C. Adjustment Of "Excessive" Surpluses And Shortages.  Where an

escrow analysis reveals an "excessive" surplus or an

"excessive" shortage, a retroactive analysis must be

performed. 

 NOTE: Definition of "Excessive" Surpluses and Shortages. 

An "excessive" surplus or shortage is defined as

any amount that is greater or less than

requirements by more than 15 percent 

of the actual disbursements from the account during the

most recent full year.  Before applying the 15 percent

rule, the mortgagee may add one-sixth to the actual

disbursements if it has chosen to maintain the surplus

permitted in Chapter 2 of this Handbook. <top>
 D. When Retroactive Adjustments Are Required.  Retroactive

adjustments must be made at the following times:

 1. When The First Analysis Is Performed After Settlement.  If a

shortage or surplus is discovered at this time, the shortage

or surplus was probably caused by an incorrect amount being

collected at settlement to establish the escrow account. 

 NOTE: If the cause is due to an improper amount being

collected at settlement, HUD would not be billed

for any portion of the shortage or refunded any

portion of the surplus. 

 2. When The Escrow Analysis Reveals an "excessive" surplus or

shortage Allowed (as stated in the "NOTE" under Paragraph

10-20C). 

 3. When The Mortgage Is Being Assumed Or Paid In Full.  Any

necessary adjustment revealed by the required escrow

analysis (see Chapter 5, Paragraph 5-2G) must be made prior

to completion of either of these transactions.  However, if

this is not possible and/or the mortgagee later discovers an

adjustment should have been made for underpaid assistance,

make the appropriate refund to the mortgagor and bill HUD

for the underpayment amount using an adjustment transaction

Code 2 on the next regular month's billing Forms HUD-93102

and HUD-300.  The specific reason for adjustment must be

provided in Column 3. 

 For example, underestimated tax escrow.  The beginning and

ending effective periods of the adjustment (month and year)

must be included in the reason for adjustment in Column 3 on

Form HUD-300.  A copy of the escrow analysis clearly

depicting the cause of escrow shortage and the period must

accompany Forms HUD-93102 and HUD-300. 

 4. When The First Escrow Analysis Of A Suspended Or

Terminated Contract Is Performed. <top>
 5. When A Prospective Adjustment Would Reduce Assistance

To Zero.  (A retroactive adjustment is required to

confirm the proper suspension of the assistance

payments contract. )

 E. Prospective Adjustments.  Except as cited above, the

mortgagee may exercise its option to make prospective

adjustments. 

 F. Adjustment Procedure.  Regardless of whether the adjustment

is to be prospective or retroactive, the procedure is the

same:

 1. Adjust the "Formula One" Assistance Payment. 

 a. Determine the exact amount needed in order to make

proper disbursements as they become due;

 b. Determine if there were any reported changes

(i. e. , valid recertifications submitted to the

mortgagee) in the mortgagor's household income

during the period for which escrow is being

collected;

 c. Recalculate the "Formula One" assistance payment

for any period where the income differed;

 2. Verify Accuracy of the "Formula Two" Assistance

Payment.  If there was an anniversary of amortization

during the period, the "Formula Two" payment should

have been adjusted at that time because of the change

in MIP.  If no adjustment was made, the "Formula Two"

payment must be recomputed for the period after that

anniversary. 

 NOTE: A common error to look for when verifying

Formula Two computations is the use of the

wrong column in the Section 235 Factor Table

(Appendix 52) Amortization Year - Formula Two

when determining the anniversary factor.  The

first column on each page of this Factor

Table is the factor for the first year (the

origination factor) -- not the factor for the

first recertification. <top>
For example, to compute the Formula Two assistance

for the first annual recertification of a

mortgage, the factor shown in the 2nd column would

be the correct factor to use. 

 3. Compare the Two Results.  For each period where the

mortgagor's household income differed, the smaller of

the recomputed "Formula One" assistance payment and the

correct "Formula Two" assistance payment is the amount

that HUD should have been billed.  Total the correct

payments for the entire disbursement period for which

money was being collected and compare these payment

amounts with the amounts actually billed.  The

difference is the overpayment or underpayment of

assistance.  (Examples of liquidating Section 235

escrow surpluses and shortages are given in Appendix

50. )

10-21 BILLING FOR ASSISTANCE/HANDLING CHARGES.  In order to receive

Section 235 Original, Revised, Revised with Recapture or Revised,

Recapture/10 Program assistance payments and handling charges,

mortgagees must submit billings to HUD on a monthly basis using

an original and one copy of Form HUD-93102, Mortgagee's

Certification and Application for Assistance or Interest

Reduction Payments (Appendix 46).  Both the original and the copy

of the Form-HUD-93102 must contain original signatures of an

authorized mortgagee official. <top>
 NOTE:  Only one Form HUD-93102 per mortgage will be accepted

for processing each month regardless of the mortgagee's

servicing organization or billing procedures.  Form

HUD-93102 will be returned unprocessed if it is not

accompanied by Form HUD-300 detailing as required all

billing amounts included in Blocks 1, 2, 3 or 5 on Form

HUD-93102. 

 A. Time Frame For Submitting Form HUD-93102.  The Form

HUD-93102 must be submitted to HUD (at the exact address

shown on the back of the Form) no earlier than the 5th and

no later than the 20th of each month in accordance with the

instructions printed on the back of this Form. 

 NOTE:  Adjustment amounts determined necessary subsequent

to submission of a Form HUD-93102 for a given

month must be included on the next

regular month's billing on the Form HUD-93102 line(s)

provided for billing adjustment amounts.  Duplicate

Forms HUD-93102 submitted in the same month will be

returned to the mortgagee unprocessed. 

 B. Submission/Completion Of HUD-93102. 

 1. A Single Form HUD-93102 For The Total of All Section

235 Program Assistance Payment Requests.  One billing

must be submitted on Form HUD-93102 which includes

billing amounts for all Section 235 assistance payments

due for either the Original program in Block 1, the

Revised program in Block 2, the Revised with Recapture

program in Block 3, or the Revised Recapture/10 program

in Block 5.  The billing must be submitted with an

original and one copy of Form HUD-93102.  Both the

original and the copy must contain original signatures

of an authorized mortgagee official.  Failure to submit

the original and a copy will cause payment processing

delays. 

 NOTE:  Mortgagees are no longer required to submit

two separate Forms HUD-93102 for Section 235

assistance payments. 

 The current Form HUD-93102, dated March 1988 (see

Appendix 46), must be used.  Expired Forms HUD-93102

will be returned unprocessed. 

 If a billing is resubmitted for any reason, it must be

clearly marked "Resubmission" on its face. 

 Payments will be made to the servicer identified in

HUD's records regardless of any directions to the

contrary that may be inserted on the billing form.  HUD

will only send payments to the servicer of record. 

Form HUD-92080, Mortgage Record Change (Appendix 1)

must be submitted in accordance with Chapter 6 to

report a change of servicers. 

 2. Adjustments To The Regular Monthly Billing Amounts. 

The adjustment Line 2 in each Block 1, 2, 3 or 5 on

Form HUD-93102 must be used to request retroactive

payment of assistance for prior months. 

 Line 1 in Blocks 1, 2, 3 or 5 should include the total

amount of assistance for the current billing period

only. 

 Any billing amounts included on an adjustment Line 2 on Form

HUD-93102 must be reflected as adjustment transactions using

transaction Code 2 listed on Form HUD-300 should balance

with the sum of the adjustment amounts on Lines 2 in Blocks

1, 2, 3 or 5 on Forms HUD-93102.  Failure to verify that the

adjustment amounts and the regular billing amounts on Form

HUD-93102 balance with transaction code 1, regular billing

and transaction Code 2, adjustment billing amounts on Form

HUD-300 will cause payment processing delays. 

 3. Prior month billing amounts, adjustment transaction Codes 2. 

Prior month billing amounts must reflect the beginning and

ending effective period (month and year) and an explanation

of adjustment code in Column 3 as defined below. 

 Any adjustment must also be supported by documentation

requirements as defined below. 

 Retroactive Review Billing are discussed in Paragraph

10-21(G). 

 Reason for Explanation of Documentation

 Adjustment Code Required

 Reinstatement 1 HUD-93114

 after

 suspension

 or termination

 in error

 Reinstatement 2 HUD-93114,

 after HUD-93101-A

 mortgagor's

 failure to

 recertify

 timely

 Handling charges 3 None

 returned due

 to mortgagee

 failure to

 meet contractual

 obligations (See

 Par.  10-28A)

 Suspension 4 HUD-93114

 Termination 5 HUD-93114
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 Reason for Explanation of Documentation

 Adjustment Code Required

 Escrow 6 Escrow analysis

 Shortage

 Escrow 7 Escrow analysis

 Surplus

 Income 8 HUD-93101-A and

 Increase HUD-93101

 Income 9 HUD-93101-A and

 Decrease HUD-93101

 NOTE:  If more than one explanation of adjustment code

applies to a single transaction, all applicable

codes should be recorded in Column 3 on Form

HUD-300 and all applicable documentation should be

submitted. 

Failure to identify the period of billing, the

explanation of adjustment code or the

documentation required, as defined above will

cause non-payment of assistance for the affected

cases.  The mortgagee will have to re-bill non-paid

cases on the next monthly billing.  Payment may

not be requested on a second bill for the same

month. 

Adjustment Code 2 must not be used in connection

with the 7% interest penalty assessed due to

fraud, misrepresentation and/or failure to meet

contractual obligations.  The 7% penalty must be

submitted to HUD in accordance with Paragraph

10-29A. <top>
 C. Submission/Completion Of Form HUD-300.  A Form HUD-300,

Monthly Summary of Assistance Payments Due Under Sections

235(b), 235(j), or 235(i), or of Interest Reduction Payments

Due Under Section 236, (see Appendix 48) must accompany the

completed Form HUD-93102. 

 1. Mortgagees using facsimile versions of Form HUD-300

must include on the modified version, all data required

on the actual Form HUD-300. 

 2. Any transaction Code 1, current month's regular billing

amount which is more or less than the amount billed in

the prior month must be supported by appropriate

documentation as follows:

 Reason For Change Documentation Required

 Case reinstated Form HUD-93114 and,

 unless suspended in

 error, Form HUD-93101-A

 and HUD-93101. 

 Income increase or Form HUD-93101-A

 decrease

 Monthly mortgage A copy of the escrow

 payment amount analysis clearly

 changed due to depicting what caused

 escrow shortage the required decrease

 or surplus or increase in escrow,

 (e. g. , underestimated

 taxes by $20. 00 per

 month). 

 D. Review For Billing Accuracy.  HUD will review billings for

propriety, legality and correctness.  When a billing is

received that is not signed by an authorized mortgagee

official, not accompanied by a Form HUD-300, and/or requests

amounts which cannot be reconciled to FHA/HUD case detail

provided on Form HUD-300, it will be returned to the

mortgagee unpaid.  No payment will be made until the

mortgagee has submitted a corrected billing for that month. 

 When the amount billed for a case is more or less than the

amount billed in the prior month, no payment will be made

for the case unless the billing is accompanied by the

required Form HUD-93101-A, escrow analysis, or HUD mortgage

recapture approval letter, whichever is applicable. 

 When a mortgagee determines than an income increase is not

retroactive, as reflected by the "effective date of payment

change" entered in Block C (7) on Form HUD-93101-A (i. e. ,

the mortgagor's income increase was not received prior to

the date that the mortgagee received the mortgagor's

recertification), a copy of HUD-93101 must be attached to

the Form HUD-93101-A for accounting office verification of

the overpaid subsidy determination. 

 When the effective date of payment change reflects that an

income decrease is retroactive, Form HUD-93101 must be

attached to Form HUD-93101-A for verification of the

underpayment determination (also see Paragraph 10-31). 

 No payment will be made on cases when non-retroactive

subsidy decrease, or retroactive subsidy increase amounts as

described above are not documented for verification by

attachment of both Forms HUD-93101-A and HUD-93101 to the

billing Form HUD-93102. 

 Subsidy increases due to escrow shortage will not be paid

for any case unless:

 1. the billing is accompanied by an escrow analysis; and

 2. for each escrow item disbursed which was included in

the subsidy amount calculation, copies of the canceled

checks and invoices for accounting office verification

of the shortage computation are attached. 

 E. Mortgagee Liability (24 CFR 235. 361(b)).  Mortgagees are

responsible for the accuracy of the billings and shall be

held liable for fraud or false certification made on these

billings (see Paragraph 10-28B).  All billings must be

signed by an authorized mortgagee official.  Improper

billings may result in the imposition of substantial

financial penalties as the Program Fraud Civil Remedies Act

applies to assistance payments. 

 NOTE:  Mortgagee signing officials should give special

attention to the meaning of the certification

signed by authorized mortgagee officials on Form

HUD-93102.  The signing official is certifying,

subject to the Program Fraud Civil Remedies Act,

that:

 1. the assistance payment amount requested for each case

included in the bill has been correctly calculated both

for the amounts and the periods claimed due in

accordance with the provisions of this Handbook;

 2. the bill does not include any amounts on behalf of

mortgagors who have not complied with recertification

requirements within the time limits specified in this

Handbook, or in the manner set forth in 24 CFR 235. 350;

 3. the bill does not include amounts on behalf of

mortgagors not eligible for assistance in accordance

with provisions set forth in 24 CFR 235 and as set

forth in this Handbook;

 4. no amount in the billing has been previously claimed in

an outstanding bill, determined by HUD as not payable

in a previous bill (i. e. , determined not payable after

a HUD review of required billing support documents) or

paid in a previous bill;

 5. supporting details, records and worksheets, together

with a copy of the applicable billing are being held in

the mortgagee's file; and

 6. all aforementioned documents will be furnished or made

available upon request of an authorized official of HUD

or of the Comptroller General of the United States. 

 A determination made upon review that certification to the

above was false may result in the imposition of substantial

financial penalties. 

 F. Receipt Of HUD's Payment.  When a billing is submitted to

HUD in accordance with outstanding instructions and within

the time frame shown in Paragraph 10-21, payment should

reach the mortgagee on or about the first day of the

following month. 

 G. Monthly Billing.  HUD will process payment for only one

monthly billing form.  Duplicate requests will be returned

to the mortgagee unprocessed. 

 1. Monthly billings must be submitted on the current Form

HUD-93102, dated March 1988 (see Appendix 46) which may

be obtained from the Government Printing Office. 

Obsolete Forms HUD-93102 will be returned unprocessed. 

 2. Recertifications of income which accompany the billing

must be submitted on the current Form 93101-A, dated

March 1990 (see Appendix 32). 

 3. Monthly billings should include:

 a. the assistance amount due for the current billing

period on Line 1 of the appropriate Block 1, 2, 3

or 5; plus

 b. the assistance amount for any prior months the

mortgagor was entitled to assistance but for which

the assistance amount was not paid on a previously

submitted Form HUD-93102 or included on an

outstanding Form HUD-93102 on Line 2 of the

appropriate Block 1, 2, 3 or 5; minus

 c. adjustments for overpaid amounts due HUD which is

also on Line 2 of the appropriate Block 1, 2, 3 or

5;

 <top>
 d. the net total of Line 1 and Line 2 on Line 3 of

the appropriate Blocks 1, 2, 3 or 5; and

 e. the summary total from Line 3 of Blocks 1, 2 and 3

in Block 4. 

 NOTE:  Overpaid subsidy identified in response to HUD

conducted mortgagee reviews requiring retroactive

assistance payments reviews to be performed by

mortgagees should not be included on the regular

monthly billing. 

The required review must be completed within the

time frame specified by HUD's (or its agent's)

mortgagee review report.  Overpayment must be

submitted on a separate billing clearly denoted in

large print at the top of the billing as a

"Retroactive Review Billing". 

 This billing must be accompanied by:

 (1)a check made payable to HUD for the total

overpayment amount; and

 (2)a mortgagee review findings report which

lists in columns, the following information:

 (a)the name of each overpaid mortgagor:

 (b)the FHA case number;

 (c)the month and year of the beginning and

ending period of overpaid subsidy (i. e. ,

3/86-5/88);

 (d)the overpayment amount;

 (e)an explanation of:

 i. the cause of overpayment (using

explanations of adjustment codes

from Paragraph 10-21);

 ii. the date of the event which

resulted in the overpayment; and

iii. the effective period of the

adjustment. 

 (f)the mortgagee's calculation of the

overpayment amount; and

 (g)attachments Forms HUD-93101-A,

HUD-93101, HUD-93114 (one HUD-93114 to

suspend the assistance payments and one

to reinstate the assistance payments for

retroactive suspensions resulting in

overpayments) and/or escrow analyses as

applicable to the explanation given for

overpayment. 

 Copies of the check and Forms HUD-93102 and HUD-300 must

also be sent to the appropriate HUD local Office that

conducted the review. 

 H. Rounding Off Billing Amounts.  At the option of the

mortgagee, assistance may be billed in either of the

following ways:

 1. using the exact amount to which the mortgagor is

entitled; or

 2. using the amount arrived at after rounding off the

exact amount to the nearest dollar (i. e. , $. 01-$. 49

round down to zero; $0. 50-$. 99 round up to $1. 00). 

 Regardless of which method is used when billing HUD,

mortgagees must be consistent and must use the same method

(i. e. , rounding off or using the exact amount) must be used

for all amounts billed and used when crediting the

individual mortgagor's account. 

 I. Billing Of Handling Charges.  The mortgagee is entitled to a

$3. 00 handling fee per month, per active Section 235

mortgage account. <top>
10-22 ASSUMPTIONS.  Assistance may be continued on behalf of an

assumptor if that assumptor meets all qualifying requirements as

of the day the mortgage assumption actually takes place (i. e. ,

the day the mortgage is executed by the assumptor at closing). 

 A. Assistance Eligibility.  The information on Form HUD-93100-4

(Appendix 53) must reflect that, on the day of closing, the

assumptor's status qualified him/her for assistance based on

the eligibility criteria for new mortgagors. 

NOTE:  The assumptor's household is not required (as the

original mortgagor was) to have five or more

members if the property has four or more bedrooms. 

 B. Additional Underwriting Requirements For Section 235

Assumptions.  Assumptions of Section 235 mortgages are

treated the same as those insured under any other section of

the Act (See Handbook 4155. 1 REV-3 and Chapter 6 of this

Handbook) except for the following additional underwriting

requirements:

 1. where subsidy eligibility must be determined, the

assistance application (Form HUD 93100-4) is to be

reviewed before the credit application and, if

assistance is to be authorized, the amount of

assistance is to be used as income in the credit

evaluation; and

 2. if the firm commitment to insure the original mortgage

or direct endorsement underwriter's credit approval was

issued on or after May 27, 1981, the assumptor must

sign, at closing, a note agreeing to pay any recapture

of assistance that may be due HUD in order to satisfy

this lien on the property (24 CFR 235. 12).  (See

Chapter 11). 

 C. Mortgagee Responsibility.  In addition to enforcing the

creditworthiness requirements outlined in Handbook 4155. 1

REV-4 and in Chapter 6 of this Handbook, when the mortgagee

becomes aware there has been or will be an assumption, the

following action must be taken: (NOTE:  See Paragraph 4-4A,

Number 3 for allowable Section 235 fees and charges. )

 1. make the assumptor aware that he/she may be eligible

for assistance;

 2. prepare the necessary documents to determine

eligibility for assistance (if assumptor wishes to be

considered for assistance);

 3. where the assumptor appears to be eligible for

assistance, processing must be delayed until the local

HUD Office has determined whether assistance can be

approved in order that any assistance may be considered

in the credit analysis;

 4. make the assumptor aware of his/her recapture

responsibilities (as listed below) if the firm

commitment (or direct endorsement credit approval) was

issued on or after May 27, 1981:

 a. there is an existing lien against the property in

favor of HUD which shall remain there until

satisfied;

 b. the recapture will become due immediately due if

he/she does not:

 (1)qualify for assistance;

 (2)agree to accept the assistance for which

he/she qualifies;

 (3)agree to execute a new note at closing;

 c. the recapture becomes due once the assumptor

acquires title to the property.  He/she will be

held liable for the full amount required to

satisfy HUD's lien on the property;

 5. where appropriate, take the necessary action to obtain

and prepare the required documentation and collect the

amount due HUD to satisfy the recapture lien in

accordance with Chapter 11; and

 6. suspend the assistance payments contract if the

mortgage is assumed before HUD approves the assumptor

for assistance. 

 D. HUD Responsibility.  In addition to enforcing the

creditworthiness requirements outlined in Handbook 4155. 1

REV-4 and in Chapter 6 of this Handbook when HUD becomes

aware that there has been or will be an assumption, it will:

 1. determine the assumptor's eligibility for assistance;

 2. if eligible, determine the initial amount of assistance

for which the assumptor qualifies;

 3. where appropriate, determine whether the assumptor's

credit qualifies (if the case is not being processed by

a direct endorsement mortgagee);

 4. where appropriate, take the necessary action to:

 a. obtain and prepare the required documentation to

determine the recapture amount due in order to

satisfy the Section 235 lien;

 b. collect and deposit the amount due HUD;

 c. prepare the satisfaction of the recapture lien in

accordance with instructions provided in Chapter

11;

 d. obtain the signatures of an authorized HUD

official and get the satisfaction notarized; and

 e. forward the executed and notarized satisfaction to

the mortgagee in accordance with instructions

outlined in Chapter 11. 

 E. Cut-off/Start-up Dates For Assistance.  Assistance should be

cut off and started as follows:

 1. When assumptors are approved before acquiring title:

 a. subsidy will cease on behalf of the seller

effective the first day of the month after he/she

moves out of the property;

 b. subsidy will begin on behalf of the approved

assumptor effective the first day of the following

month (i. e. , the month after the seller moved out)

PROVIDED the assumptor has moved into the property

and has acquired title to the property by the

effective date. 

 NOTE:  For this purpose, the acquisition date

may be considered as the date the deed

was recorded unless the mortgagor can

demonstrate an earlier date. 

 c. if the assumptor does not acquire title and occupy

the property within 90 calendar days after the

seller moves out, the assistance payments must be

suspended. 

 NOTE:  Suspension will continue until the first

day of the month after the assumptor has

moved into the property and has acquired

title to the property. <top>
 2. When assumptors are approved after acquisition of

title:

 a. subsidy will cease on behalf of the seller

effective with the first day of the month after

occupancy ends;

 b. subsidy will begin on behalf of the assumptor

effective (depending on the length of delay

  between the assumption and application for

assistance) as follows:

 (1)Delay of 90 Days or Less.  If no more than 90

days elapse between title acquisition and

application for assistance, payments shall be

made retroactive to the first day of the

month following title acquisition or

occupancy of the property, whichever is

later. 

 (2)Delays of More Than 90 Days.  If more than 90

days elapse between title acquisition and

application for assistance, payments shall be

made effective from the first day of the

month following application, PROVIDED the

assumptor has title and occupies the property

when the application is submitted and through

the time that the application for assistance

is approved. <top>
10-23 DELINQUENCIES AND DEFAULTS.  Mortgagees are expected to treat

Section 235 mortgages in the same manner as other insured mortgages when they become delinquent.  The mortgagor remains eligible for assistance until the mortgagee takes the first legal action required to initiate foreclosure or until some other event requires suspension or termination of the assistance payments contract. 

 A. Partial Payments.  Assistance payments for periods when the mortgagor fails to make his/her share of the mortgage payment are not to be considered partial payments of the

mortgagor's share of the full monthly mortgage amount.  HUD assistance payments must be accepted regardless of the amount or the length of the delinquency.  Before foreclosure

may be started, all partial payments of the mortgagor's share must be applied toward the unpaid monthly installments, beginning with the earliest unpaid installment. 

 1. All assistance payments earned up to the time of the action to foreclose the mortgage must be billed for and applied to complete the monthly installments in the order in which they become due, e. g. , to MIP, escrow, interest, and principal, beginning with the earliest

unpaid installment.  All unearned assistance payments should be applied as a reduction towards the amount billed HUD monthly on Form HUD-93102. 

 2. Reinstatement of the account by the mortgagor may not

be delayed pending receipt of earned but unpaid

assistance payments, and those payments must be billed

for promptly when the mortgagee decides to accept

reinstatement from the mortgagor. 

 NOTE:  The rules governing return of partial payments in

Paragraph 7-9 apply only to the mortgagor's share

of the payment, not to the portion that is paid by

HUD. <top>
 B. Forbearance.  Assistance payments are not affected by

forbearance agreements.  They are treated as partial

payments as described in the preceding paragraph.  During

these periods, however, the mortgagor must maintain

eligibility for assistance (i. e. , by continuing to occupy

the property, providing required recertifications, etc. ) and

the mortgagee must continue to make adjustments to the

amount of assistance for which the mortgagor is entitled as

though the mortgagor were making his/her portion of the

monthly payments as required. 

 C. Special Forbearance.  Assistance payments are not affected

by special forbearance agreements.  The special forbearance

agreement:

 1. shall be prepared in accordance with instructions

outlined in Paragraph 8-4; and

 2. shall include an additional provision recognizing that

the assistance payments will continue to be adjusted as

required under the Section 235 program;

 D. Recasting.  When a Section 235 mortgage is recast, the

monthly payment due under the mortgage as recast becomes the

base for calculating both "Formula One" and "Formula Two"

assistance payments.  The new principal amount after

recasting is considered the original mortgage amount for

amortization purposes and the new maturity date governs. 

 NOTE: MIP is not affected by recasting.  Regardless of

the new unpaid principal balance, the MIP

continues to be calculated on the original

scheduled unpaid balances. 

10-24 ASSIGNMENT TO HUD.  Assistance payments are not affected by an

assignment of the mortgage to HUD.  The assistance payment

contract shall remain in effect up to the date the assignment is

filed for record. 

NOTE:  The last assistance payments for which the mortgagee

should bill HUD are those for the month immediately

preceding the month in which the mortgage is assigned. <top>
10-25 PREPAYMENTS.  Section 235 prepayments shall be as follows:

 A. Partial.  If partial prepayments have been applied to reduce

future monthly payments (see Paragraph 5-3A2), both "Formula

One" and "Formula Two" must be recalculated based on the

revised payments. 

 B. In Full.  The last assistance payment payable will be for

the month the mortgage was paid in full presuming the

mortgagor was in occupancy and was the legal owner on the

first day of the month. 

10-26 TRANSFER OF SERVICING.  A transfer of servicing has the following

affect on a Section 235 mortgage:

 A. Assistance Eligibility.  A mortgagor's eligibility for

assistance will not be affected;

 B. Recertifications.  Annual recertification may be affected

if:

 1. the mortgagees involved in the transfer use different

anniversary dates for recertification; and

 2. the transfer would result in a lapse of more than 15

months between recertifications. 

 C. Additional Recertification Required.  Where the situation

described in Paragraph 10-26B occurs, the new mortgagee or

servicer must require recertification twice in the first

year after acquisition -- one on the anniversary date used

previously by the former mortgagee or servicer and the

second one on the anniversary date that is being used by the

new mortgagee or servicer. 

 D. Additional Notice To Mortgagor.  Within 10 days of the

transfer, the new mortgagee or servicer must:

 1. advise the mortgagor of the transfer of the mortgage;

and

 2. provide the mortgagor with the new recertification

schedule. 

 <top>
 NOTE:  The above disclosures may be included with the

notice of servicing transfer required by 

Paragraph 6-11B or sent as a separate notice. 

However, if the above disclosure is sent as a part

of the normal notice required by Paragraph 6-11B

when a mortgage is transferred, the notice must be

received by the mortgagor at least 10 days before

the due date of the first payment to the new

mortgagee or servicer. 

 E. Seller's/Purchaser's Servicing Responsibility.  When an

insured mortgage is sold, the purchasing mortgagee succeeds

to all rights and becomes bound by all of the obligations of

the selling mortgagee under the contract of mortgage

insurance.  Purchasing mortgagees should be aware that they

will be held fully responsible to HUD financially for errors

or omissions on the part of the selling mortgagee (or its

agents), discovered after the transfer is reported, even

though those errors or omissions may have taken place before

it was reported to HUD.  (Also, see Paragraphs 10-17, 10-33,

1-4E, and 6-12C. ) <top>
10-27 POSSIBLE VIOLATIONS OF LAW OR REGULATIONS.  Mortgagees are not

expected to seek out evidence of wrongdoing on the part of

mortgagors.  Neither are they expected to extensively investigate

allegations of wrongdoing brought to their attention.  However,

if a matter can be reasonably explained and/or resolved without

extensive investigation, those facts should be used in computing

assistance. 

 A. Mortgagee Responsibility. 

 1. General.  The mortgagee's actions taken independently

of instructions from HUD must always be exercised with

due care, using the best information available

including recent information reflected in the

mortgagor's recertification, with its supporting

verifying data. 

 2. Report Clues/Evidence of Mortgagor's Possible

Wrongdoing.  Possible clues and/or evidence of possible

wrongdoing on the part of the mortgagor are to be

forwarded to the local HUD Office for whatever action

it deems appropriate.  Until notified by the local HUD

Office as to the action that will be taken (if any),

the mortgagee should make the appropriate adjustments

in assistance payments as instructed in Paragraph

10-27A1.  Such clues and/or evidence may include, but

are not limited to, the following:

 a. a verification of income showing a date of

employment or an increase in income much

 earlier than the date(s) certified to by the

mortgagor which cannot be reconciled;

 b. an application for another type of loan which

shows a new spouse with income and/or other

additional sources of income not shown in the

recertification;

 <top>
 c. a disclosure, during negotiation of a repayment

plan to cure a default, that the mortgagor or

other family members have income not reported in

the recertification;

 d. a name change of the person or a different person

signs the recertification for which no reason is

known;

 e. the receipt of allegations from either identified

or anonymous sources containing enough specific

information that would lead a person to believe

that the recertification might contain false

information; and

 3. Information Not to be Reported.  The mortgagee is

charged with acting on its own initiative, basing its

actions on the best information available (as outlined

in Paragraph 10-27A1), and for documenting its files as

to why a particular action was taken. 

 The following are the examples of cases where the

mortgagee shall take appropriate action including

completion of all required retroactive recertifications

and therefore, need not refer the case to HUD include,

but not limited to, the following:

 a. where the mortgage was insured before January 5,

1976, and the mortgagor did not report an increase

in income caused by a change in the source of

income of any adult family member until the first

normal recertification following the increase; and

 NOTE:  Reason for Not Reporting to HUD--A $50

increase (or more) per month on these

mortgages does not require an additional

recertification.  The assistance

payments are adjusted at the time of the

annual recertification effective as of

the date the income increase occurred. 

 b. where the mortgage was insured on or after January

5, 1976, and the mortgagor failed to notify the

mortgagee of changes in total family income as

noted in (a) above or the mortgagor did not report

a $50 increase (or more) per month in adult family

income until the annual recertification and

overpaid assistance resulted. 

 <top>
 NOTE:  Reason for Not Reporting to HUD--While

the mortgagor is obligated to report a

$50 increase (or more) per month in

adult family income when they are

received, it was reported at the time of

the annual recertification.  Once the

mortgagee learns that such an increase

did go into effect and went unreported

by the mortgagor, the mortgagee is to

take the necessary steps to determine

when the $50 (or more) income increased

per month.  Assistance must then be

recomputed and the overpaid assistance

refunded to HUD. 

 B. HUD Field Office Responsibility.  The HUD Field Office

Manager will review any information sent in with respect to

possible wrongdoing on the part of a mortgagor and will

determine whether further investigation is warranted. 

 1. Where An Investigation Is Warranted.  Where it is

warranted, the Field Office Manager will take the

necessary steps to refer a case to the appropriate HUD

office for investigation. 

 2. Where An Investigation Is Not Warranted.  Where

administrative action is appropriate and former

investigation is not warranted, the Field Office

Manager will notify the mortgagee, in writing, of its

decision.  Written instructions will also be provided

to the mortgagee as to how it should proceed with the

adjustment of the assistance payments. 

 C. Office Of The HUD Inspector General.  The actual conduct of

investigations into possible fraud or referral of

information to other agencies for further investigation and

decisions relating to prosecution is the responsibility of

the Inspector General.  Mortgagees will not normally be

advised of the progress of investigations and should make no

assumptions as to their possible outcome and its impact on assistance

payments. <top>
10-28 CAUSES OF OVERPAID ASSISTANCE.  Overpaid assistance exists

anytime assistance is billed and paid for any amounts greater

than those for which a mortgagee/mortgagor is entitled.  Listed

below are the most common situations which result in overpaid

assistance:

 A. Mortgagee's Failure To Meet Contractual Obligations.  This

occurs when the mortgagee fails to meet its obligations

under the assistance payments contract as follows:

 1. requesting a handling charge on cases when

recertifications have not been requested timely;

 2. failing to act in a timely manner when:

 a. requesting a required recertification at the

proper time;

 b. recalculating assistance payments;

 c. submitting Form HUD-93101-A and HUD-93114, as

applicable;

 d. adjusting subsidy payments when a recertification

Form HUD-93101 is received containing information

which requires suspension or adjustment of

assistance payments billed;

 e. retroactively calculating adjustments in

assistance payments from the date of income

increases and crediting overpaid assistance

amounts to HUD when annual or interim

recertifications reflect income increases;

 f. timely requesting HUD to suspend assistance

payments when mortgagors fail to respond to

recertification requests within the specified time

frame;

 g. requesting reinstatements to be non-retroactive

when suspensions were due to mortgagors failure to

timely respond to certification requests; and/or

 h. verifying recertified income in the manner set

forth in Paragraph 10-10. 

 B. Mortgagee Fraud Or Misrepresentation.  This occurs when:

 1. mortgagees falsify certifications on monthly billing

Form HUD-93102 submitted to HUD for assistance payments

(see Paragraph 10-21E); or

 2. any other fraud and/or misrepresentation in the Section

235 program. <top>
 C. Mortgagor Errors Or Omissions.  The most common mortgagor

errors are failures (for whatever reason) to:

 1. report increases of adult family income of $50 or more

per month when the mortgage was insured on or after

January 5, 1976;

 2. advise the mortgagee when the property is sold;

 3. advise the mortgagee when he/she no longer meets

occupancy or some other basic eligibility requirement;

and/or

 4. include an income source on a required recertification. 

 D. Mortgagor Fraud Or Misrepresentation.  When a mortgagor

fails to include income amounts or sources, and/or

misrepresents occupancy or other eligibility data, on a

recertification in an attempt to receive assistance for

which he/she is not eligible. <top>
10-29 REPAYMENT OF OVERPAID ASSISTANCE (24 CFR 235. 361). 

 A. Overpayments Caused By The Mortgagee.  The mortgagee must

refund to HUD all overpaid assistance and all handling

charges for each month during which there was an

overpayment, plus interest computed at the rate of seven

percent per annum on the entire amount from the date of the

first overpayment when an overpayment results from the

following circumstances:

 1. fraud or misrepresentation on the part of the

mortgagee; and/or

 2. the mortgagee's failure to meet a contractual

obligation, as described in Paragraph 10-28. 

 The total overpayment amount must be credited on the next

month's billing on Form HUD-93102 and should include return

of handling charges paid for each period of overpayment for

each case.  Form HUD-300, Column 3, must reflect an

explanation of the overpayment cause and the affected

beginning and ending period (month and year). 

 The 7% interest amount must be sent in a separate check made

payable to HUD with an itemized listing of the 7%

calculation and total interest due for each overpaid case. 

The check with the itemized listing should accompany the

Form HUD-93102 billing. 

 B. Overpayment Caused By Error.  When an overpayment is caused

by an error on the part of the mortgagee or the mortgagor

only the overpaid assistance need be refunded.  The

mortgagee shall refund the overpaid assistance by:

 1. reimbursing HUD the total overpaid amount on the next

month's billing (on Form HUD-93102); and

 2. collecting the overpaid assistance from the mortgagor

in a lump sum or in installments while exercising due

caution not to cause a default by the manner of

collection selected (24 CFR 235. 361(c)). 

 3. Only as a last resort should the mortgagee apply a

mortgage payment or payments to the recovery of the

overpaid amount. <top>
 NOTE:  If the error which created the overpaid

assistance was caused by the mortgagee then

the mortgagee must repay HUD, however, HUD

does not require the mortgagee to collect

repayment from the mortgagor. 

 C. Mortgagor No Longer Obligated Under The Mortgage. 

 1. On cases where the mortgagor is no longer obligated

under the mortgage, the mortgagee must send the

mortgagor's last known address to the HUD Office having

jurisdiction over the mortgage. 

 2. The Claims Collection Officer in the HUD Field Office

is responsible for the collection activities.  Chapter

5, HUD Handbook 1900. 25 REV-3, contains the procedures

which the Claim Collection Officer must implement for

collection of the debt. <top>
10-30 CAUSES OF UNDERPAYMENTS.  Listed below are circumstances which

may result in underpayments and are the only causes for which a

mortgagee may bill for underpaid assistance:

 A. math errors;

 B. using a wrong factor in calculating the "Formula Two"

assistance payment;

 C. underestimating escrow requirements; and/or
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 D. the mortgagee's failure to initiate an optional

recertification after notification from a mortgagor of a

reduction of income. 

 NOTE:  Failure of a mortgagor to request an optional

recertification at the time of a reduction in the

income of an adult family member is not a justification

to bill for an underpayment at a later date. <top>
10-31 COLLECTING UNDERPAID ASSISTANCE.  The total underpayment amount

may be added to the next month's billing (on Form HUD-93102). 

Retroactive billings for underpaid subsidy must be accompanied by

Forms HUD-93101-A and 93101, Form HUD-93114 requesting

reinstatement of a suspension in error, or an escrow analysis

with support documents as defined in Paragraph 10-21D. 

 NOTE:  Underpayment requests will not be paid when the

required documentation does not accompany Form

HUD-93102, or the explanation of adjustment is not

provided on Form HUD-300 with documentation required as

defined in Paragraph 10-21B3. <top>
10-32 RECORDS MAINTENANCE (24 CFR 235. 365 and 235. 830).  HUD Field

Offices will periodically review mortgagee records to establish

that assistance is being billed properly.  These reviews will

normally cover recertifications, verifications, billings,

suspensions, terminations, documentation, and escrow analysis. 

In addition to the records maintenance required on other types of

mortgages, mortgagees must have complete records to support the

amounts billed each month on each mortgage from the time of

origination through termination of assistance payments (also see

Paragraph 10-17), including recapture of assistance where

applicable (see Chapter 11).  These records must be adequate to

support every dollar of assistance billed.  Where records do not

exist to substantiate the amount of assistance billed,

assistance will be considered overpaid and must be refunded

unless the mortgagee can reconstruct adequate records to support

the payments.  For each case, the records must include:

 A. all initial applications (Forms HUD-93100-4) and required

recertifications (Form HUD-93101 and 93101-A), with

supporting verifications and other related documentation;

 B. all optional recertifications that resulted in changes in

assistance, with supporting verifications and other related

documentation;

 C. for each suspension, reinstatement, or termination:
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 1. a Form HUD-93114;

 2. all individual escrow analyses related to overpaid or

underpaid assistance; and

 3. individual ledgers (or other records) showing

application of assistance to the account;

 D. all monthly billings (Forms HUD-93102) for assistance

payments with supporting documentation for all adjustments

for overpaid or underpaid assistance;

 E. for each monthly billing (Form HUD-93102), a case-by-case

summary showing, for each case included in the billing, the

following data elements:

 1. the date of endorsement for insurance;

 2. the original mortgage amount;

 3. the certified adjusted annual income used that month;

 4. the total mortgage payment that month;

 5. the "Formula One" calculation;

 6. the "Formula Two" calculation;

 7. the amount of assistance due;

 8. the explanation of adjustment code as provided in

Chapter 10-21B3;

 9. the beginning and ending effective dates (month and

year) of adjustment transactions Code 2;

 10. the handling charge; and

 11. the total bill. <top>
10-33 RESPONSIBILITY FOR TRANSFERRING RECORDS.  Mortgagees acquiring

mortgages from other mortgagees and/or changing servicers are

fully responsible for records that should have been maintained by

the selling/transferring mortgagee or servicer.  (See Paragraphs

1-4E, 10-17 and 10-26. )

 NOTE: If it is determined after a change of servicers that

assistance has been overpaid, the servicer at the time

of the discovery will be responsible for refunding the

overpayment. <top>
10-34 REPORTING TO HUD.  For monitoring purposes, the following Section

235 reports are to be submitted to HUD Headquarters. 

 NOTE: These reports should not be submitted to Field Offices

unless specifically requested. 

 A. Reports On Recertifications.  A Form HUD-93101-A must be

submitted on each case recertified.  The appropriate address

is printed on the form. 

 B. Ad Hoc Reporting.  As needed, HUD will request information

on the cumulative assistance paid on an account to date

(i. e. , from origination through termination of the

assistance contract) to determine the amount of recapture

due HUD in order to satisfy the recapture lien.  Records

must be maintained in such a manner as to enable the

mortgagee to provide this information.  Such information

must be made available to HUD upon request.  (Also see

Paragraphs 10-17, 9-16 and 1-4D. ) <top>
10-35 INFORMATION TO MORTGAGORS (24 CFR 203. 508(c) and 235. 1001). 

Within 30 days after the end of each calendar year, the mortgagee

must provide the mortgagor with a statement advising the

following:

 A. the total amount of assistance applied to the mortgagor's

account during the preceding year;

 B. the taxes and interest paid on the mortgagor's behalf during

the year (also see Paragraph 2-10); and

 C. a notice as to the probable deductibility of interest

payments using substantially the language shown below:

 "If you itemize deductions on your income tax returns, please

read this notice.  Under Section 1. 163-1(d) of Federal Income Tax

Regulations, you, as the mortgagor, may deduct for Federal income

tax purposes, only that part, if any, of mortgage interest

payments made during the year which exceeded the amount of

assistance payments made by HUD during the year.  You are urged

to contact your tax advisor or State and local tax offices for

guidance regarding the deductibility of payments on your State or

local income tax returns. " (With respect to Servicers

Responsibility -- End-of-Year Statement, see Paragraph 1-5C. ) <top>
10-36 REVISED/RECAPTURE/10 PROGRAM (24 CFR 235. 12).  The Appropriations

Act of 1984 reactivated the Section 235 Program 

as revised by the Housing and Urban Rural Recovery Act of 1983. 

Mortgages insured under Section 235 beginning in early 1985 are

identified with case number suffixes (the last three numbers)

246, 346, and 546.  The assistance payments contract on these

mortgages is limited by the Housing and Urban Rural Recovery Act

of 1983 to 10 years after mortgage origination.  When the 10 year

period ends, the mortgagee must terminate the assistance payment

contract, if there is not a request by the Department to continue

such assistance.  The assistance paid during the contract period

is subject to recapture by HUD under certain circumstances. 

Procedures and requirements of these mortgages are the same as

for other Section 235 mortgage except as indicated below:

 A. Documentation At Origination.  Assistance payments on these

mortgages are disbursed and monitored using an automated

system.  In order to set up a new case in the automated

system, the HUD Field Office must have:

 1. the completed Mortgage Insurance Certificate indicating

the FHA/HUD case number;

 2. the separate assistance payments contract which has

been executed by both HUD and the mortgagee and the

"Acknowledgement of Mortgagors", signed by the

mortgagors;

 3. the mortgage interest rate;

 4. the due date of the first principal and interest

payment;

 5. the mortgagee and/or servicer's complete name, address

and mortgagee number assigned by HUD;

 B. "Formula One" Assistance.  Under this program, the "Formula

One" assistance payment is the difference between the full

monthly mortgage payment and 28 percent of the mortgagor's

adjusted monthly family income (as opposed to 20 percent

under earlier versions of the program).  The actual

assistance paid is still the lesser of the "Formula One" and

"Formula Two" payments. 

 C. Recapture Of Assistance (24 CFR 235. 12).  In addition to the

limited term of assistance, these mortgages are

distinguished by a provision for recapture of assistance

when the property is sold.  (See Chapter 11 for detailed

recapture procedures. )

 D. Mortgage Assumptions.  Mortgages insured under this program

are assumable under the same conditions as are

  any other insured mortgages (See Chapter 6).  However,

mortgagors will not be eligible for assistance after the

tenth anniversary of the first payment due under the

original mortgage.  Assumptors and potential assumptors

should be advised of these limitations and how these

limitations shall affect them. <top>
 NOTE: Allowable fees for assumptions of Section 235

mortgages are found in Chapter 4, Paragraph 4-4A3. 

10-37 ALIEN MORTGAGORS.  To be eligible for assistance, a mortgagor

must be a citizen of the United States or an alien admitted for

permanent residence. 

 A. Citizenship/Permanent Alien Status Proof Required.  Evidence

of this eligibility must be submitted to the mortgagee

whenever:

 1. there is a new application for assistance;

 2. an existing cooperative membership is purchased;

  3. an assisted mortgage is assumed;

 4. an assisted mortgage is assigned to HUD; or

 5. an assisted mortgage that has been in default is

reinstated under 24 CFR 203. 608. 

 B. Forms Of Acceptable Proof.  When any of the events in the

preceding paragraph occur, the mortgagee must ask the

mortgagor to provide proof of eligibility based on

citizenship.  Acceptable proof may include:

 1. a Birth Certificate;

 2. a United States Passport

 3. an Alien Registration Card (i. e. , "Green Card"); or

 4. a Naturalization Certificate. 

 C. Mortgagee Certification.  The mortgagee must then certify

that acceptable proof as stated in the preceding paragraph

has been submitted by all persons from whom it is required. 

 NOTE: If the mortgagee cannot make this certification,

the assistance payments contract must be suspended

and the mortgagor notified of the consequences. 

 D. Fraudulent Or Invalid Documentation (24 CFR 235. 361(b)).  If

the documentation should prove to be fraudulent, invalid or

inadequate, the mortgagor will be required to repay all

assistance payments to HUD.  In addition, the mortgagee may

be required to refund overpaid assistance payments, plus

handling charges and interest. 

 E. When Assistance May Be Reinstated.  Assistance payments may

be resumed at HUD's discretion if all aliens not able to

establish eligibility have moved from the property or have

established eligibility. <top>
CHAPTER 13.  HOME EQUITY CONVERSION MORTGAGES - (HECMS)

13-1 GENERAL.  The Housing and Community Development Act of 1987

 established a Federal mortgage insurance program, Section 255 of

 the National Housing Act, to insure home equity conversion

 mortgages. 

13-2 PURPOSE OF THE PROGRAM.  The program insures what are commonly

 referred to as reverse mortgages, and is designed to enable

 elderly homeowners to convert equity in their homes to monthly

 streams of income or a line of credit. <top>
13-3 CHARACTERISTICS OF THE MORTGAGE. <top>
 A.  Loan Proceeds.  In a home equity conversion mortgage (HECM)

 "or reverse mortgage" loan proceeds are paid out according

 to a payment plan selected by the mortgagor. 

 B.  Repayment Of The Mortgage.  A reverse mortgage is repaid in

 one payment, after the death of the mortgagor or when the

 mortgagor no longer occupies the property as a principal

 residence. 

 C.  Maturity date.  The mortgage has neither a fixed maturity

 date nor a fixed mortgage amount. 

 D.  Mortgagee Unable To Make Payments.  If the mortgagee is

 unable to make payments to the mortgagor, HUD will assume

 responsibility for making payments until the mortgagee is

 able to resume the payments.  If the mortgagee will not be

 able to make any future payments, HUD will make payments for

 the remainder of the mortgage. 

 E.  Mortgage Proceeds Paid By Mortgagee And/Or HUD.  The

 mortgage proceeds paid by the mortgagee and/or HUD will be

 secured by first and second mortgages on the property. 

 These liens will allow the mortgagee and HUD to recover any

 losses up to the value of the property when the mortgagor

 dies, or no longer maintains the property as a principal

 residence. 

 F. Eligibility Requirements.  Eligible mortgagors are persons

62 years of age or older and should own their homes free and

clear or with liens not exceeding the principal limit. 

Eligible properties are one unit dwellings, including

condominiums. 

13-4 MORTGAGEE CONTACT PERSON.  The mortgagee must designate a contact

person, who is knowledgeable about servicing reverse mortgages

and to handle inquiries from mortgagors receiving payments.  The

mortgagee is responsible for providing the name of the contact

person to all mortgagors annually and whenever the contact person

changes. <top>
13-5 MONTHLY PAYMENTS.  The mortgagee is responsible for making

payments to the mortgagor according to the payment plan selected

at closing by the mortgagor. <top>
13-6 TYPES OF PAYMENT PLANS.  The mortgagor has the choice of

receiving the mortgage proceeds through five basic payment plans. 

 A. Tenure.  The mortgagor will receive equal monthly payments

from the mortgagee for as long as he or she lives and

continues to occupy the property as a principal residence. 

 B. Term.  The mortgagor will receive equal monthly payments

from the mortgagor for a fixed period of months selected by

the mortgagor. 

 C. Line Of Credit.  The mortgagor will receive the mortgage

proceeds in unscheduled payments or in installments, at

times and in amounts of the mortgagor's choosing, until the

line of credit is exhausted. 

 D. Modified Tenure.  The mortgagor may combine a line of credit

with monthly payments for life, or for as long as the

mortgagor continues to live in the home as a principal

residence.  In exchange for reduced monthly payments, the

mortgagor will set aside a specified amount of money at

closing for a line of credit, on which he or she can draw

until the line of credit is exhausted. 

 E.  Modified Term.  The mortgagor may combine a line of

 credit with monthly payments for a fixed period of

 months selected by the mortgagor.  In exchange for

 reduced monthly payments, the mortgagor will set aside

 a specified amount of money at closing for a line of

 credit, on which he or she can draw until the line of

 credit is exhausted.  <top>
13-7 LINE OF CREDIT PAYMENTS. 

 A. Mortgagor Has Established A Line Of Credit.  If the

mortgagor has established a line of credit, including a line

of credit with modified monthly payments, he or she may

request a payment from the line of credit at any time during

the life of the loan.  The request need not be in writing to

be considered official, however, the mortgagee may prescribe

a form to use for written requests and require that the

mortgagor use this form. 

 B. Payment Received By Mortgagor.  The mortgagor may only

receive a payment up to the net principal limit during the

current month for the mortgage.  If the line of credit is

part of a modified monthly payment plan, the mortgagor may

only receive a payment equal to the value of the line of

credit for that month.  If he or she wishes to receive a

larger payment, the procedures for changing the payment plan

outlined in Paragraph 13-10 must be followed. 

 C. Mortgagor Must Be Sent A Statement.  The mortgagee must send

the mortgagor a statement after each line of credit payment

that indicates the amount available to the mortgagor from

the line of credit (net principal limit for the line of

credit) after deducting the payment to the mortgagor. <top>
13-8 METHOD OF PAYMENT.  At closing, the mortgagor will have elected

the method by which he or she will initially receive payments. 

The mortgagor can change the method of payment by notifying the

mortgagee. 

 A. Electronic Funds Transfer (EFT).  The payments can be

electronically transferred to a savings or checking

  account held jointly by all mortgagors, except as otherwise

provided by joint instructions from all mortgagors (a power

of attorney may constitute instructions). 

 B. Check By Mail.  The payments can be made by mailing a check

payable to all mortgagors named on the mortgage and note, or

as otherwise provided by joint instructions from all

mortgagors (a power of attorney may constitute

instructions). <top>
13-9 LATE CHARGES ON PAYMENTS. 

 A. Due Dates. 

 1. The mortgagee is obligated to make monthly payments to

the mortgagor on the first business day of the month. 

 2. The mortgagee is obligated to make line of credit

payments within five business days of receiving the

request. 

 NOTE: Payments made via EFT must be made on these dates. 

Payments made through the mail must be postmarked

by these dates. 

 B. Late Charges.  The mortgagee must pay a late charge of ten

percent of the amount of the payment due to the mortgagor if

the payment is not made by the due date.  For each

additional day the payment is late, the mortgagee shall pay

interest at the daily mortgage interest rate on the late

payment.  The entire late charge may not exceed $500 on a

single late payment. 

 1. The late charge can not be added to the mortgagor's

outstanding balance. 

 2. The mortgagee should notify the Single Family Loan

Management Branch of the local HUD Field Office having

jurisdiction over the property as soon as a problem

(e. g.  computer failure) develops that would prevent the mortgagee from making payments on

time.  The mortgagee must also notify the mortgagor

that it is seeking a waiver of late charges and will

pay any late charges if the waiver is not granted.  The

Field Office may waive late charges if the problem is

beyond the mortgagee's control and the mortgagee is not

at fault for making the mortgagor's payment being late. <top>
13-10 CHANGING THE PAYMENT PLAN.  Generally, the mortgagor may request

to change the payment plan at any time during the life of the

loan.  The mortgagee may charge a fee, not to exceed $20. 00 for

changing the mortgagor's payment plan. 

 A. When the mortgagor requests a change in his or her payment

plan (i. e.  changing payment options or the term of the

payments), or the mortgagee must change the payment plan due

to unexpected expenses (e. g.  underestimated taxes and

insurance or repair costs), the following action must occur:

 1. The mortgagee must send to the mortgagor a written

explanation of the terms of the new payment plan

(Appendix 65) within five business days of receipt of

the mortgagor's request.  The mortgagor's request does

not need to be in writing to be considered an official

request. 

 2. The mortgagor must sign the written explanation and

return it to the mortgagee. 

 3. Upon receiving the signed explanation of the payment

plan, the mortgagee has five business days to complete

the change and disburse any requested funds. 

 B. The Mortgagee Is Required To Change The Payment Plan.  The

mortgagee is required to change the payment plan whenever

the mortgagor requests an unscheduled payment, and the

mortgagor does not have a line of credit established or the

line of credit is insufficient to cover the payment. 

 1. Payments from the mortgagor's line of credit do not

constitute a change in the mortgagor's payment plan. 

 2. If a line of credit has not been established at closing

and the mortgagor requests an unscheduled payment, the

mortgagee should encourage the mortgagor to modify the

payment plan by establishing a line of credit to

prevent changing the payment plan for unscheduled

payments in the future. 

 C. The Payment Plan Must Be Restarted.  The mortgagee must

change the payment plan when the payments are restarted on a

monthly payment plan that has had payments suspended for a

total of 6 months or more. <top>
13-11 COMPLETION OF REPAIRS.  At closing, the mortgagor may have

entered into an agreement to complete required repairs after

closing.  The provisions of this agreement are contained in the

Repair Rider to the Loan Agreement that the mortgagor signed at

closing. 

 A. The Mortgagee's Responsibility.  The mortgagee is

responsible for adhering to the provisions of the Repair

Rider, which require the mortgagee to ensure that the

repairs are completed before funds for repairs are

disbursed. 

 B. Upon Completion Of The Required Repairs.  When the required

repairs are completed, the mortgagee will disburse jointly

to the mortgagor and the contractor(s) funds equal to the

cost of the repairs, and will add the amount of the payment

to the outstanding balance. 

 C. Required Repairs Are Not Completed.  If the required repairs

are not completed by the date specified on the Repair Rider

(not to exceed 12 months from closing), the mortgagee,

according to the Repair Rider, may discontinue or refuse to

comply with requests for payments under the payment plan

until the repairs are satisfactorily completed. <top>
 D. The Mortgagor May Receive Payment For More Than Has Been

Designated In His Or Her Line Of Credit According To The

Repair Rider.  The mortgagor may receive payment for 1 1/2

times the estimate of repairs to meet the actual cost of

repairs.  If the mortgagor does not have sufficient funds in

the line of credit to cover the cost of repairs, the

mortgagor may have to receive an unscheduled payment and

have his or her payment plan changed. 

 E. Funds Designated For Repairs Are In Excess Of The Cost Of

Repairs.  If the funds designated for repairs are in excess

of the cost of repairs, the mortgagee, after disbursing

funds to pay for repairs, should send the mortgagor a notice

which states the remaining funds available in the line of

credit (net principal limit for line of credit).  The

mortgagee should encourage the mortgagor to maintain the

line of credit after repairs have been completed to meet

unexpected expenses. <top>
13-12 PAYMENTS FOR TAXES, INSURANCE, SPECIAL ASSESSMENTS, OR GROUND

RENTS.  During the origination of the mortgage, the mortgagor

will have chosen to either pay these expenses or give the

mortgagee the responsibility for making these payments. 

 A. Mortgagee Is Given Responsibility For Making Payments For

Taxes And Insurance.  If the mortgagor gives the mortgagee

responsibility for making payments for taxes and insurance,

the mortgagee must adhere to the following:

 1. The mortgagee will not maintain an escrow account. 

 2. The mortgagee must set aside sufficient funds in the

mortgagor's line of credit at closing to meet the first

year's tax and insurance payments for which the

mortgagor had not collected throughout the year. 

 3. If the mortgagor is receiving monthly payments, then

the mortgagee should withhold a monthly amount for

paying taxes and insurance from the 

 payments provided for under the mortgagor's payment

plan.  The mortgagee would add only the reduced monthly

payment to the outstanding balance. 

 EXAMPLE:

 If the scheduled payment due is $525 per month and

monthly estimate for tax and insurance withholding is

$150 then, the mortgagee would pay $375 each month to

the mortgagor and add it to the outstanding balance. 

 4. The actual payments for taxes and hazard insurance

would be added to the outstanding balance when they are

paid. 

 5. For monthly payment plans, the mortgagee must perform a

withholding analysis annually, based upon actual tax

and insurance costs.  The mortgagee's estimate may only

deviate by 10% from the previous year's actual

disbursements.  The mortgagee may not collect the

standard two months additional withholding.  Paragraph

2-7C should be referred to, except as noted below:

 a. If the amount withheld from the mortgagor's

monthly payments is insufficient to pay for taxes

and insurance, the mortgagee should make the

necessary payment, and request that the mortgagor

pay the difference in cash or have the difference

added to the outstanding balance. 

 b. If the mortgagor chooses to add the difference to

his or her outstanding balance, the mortgagee may

deduct the payment from the mortgagor's line of

credit, or, if the mortgagor does not have a line

of credit, redesign the mortgagor's payment plan

because of the reduction in the mortgagor's

principal limit.  The mortgagor should also

increase the withholding amount from future

payments. 

<top>
 c. If the amount withheld from the mortgagor's

monthly payments is more than is necessary to make

payments for taxes and insurance, the mortgagee

must add the actual payment to the outstanding

balance, and, depending on the mortgagor's

preference, pay to the mortgagor or add to the

mortgagor's principal limit the excess amount. 

Any addition to the mortgagor's principal limit

may require a change in the mortgagor's payment

plan.  The mortgagee should reduce the withholding

amount from future payments. 

 6. If the mortgagor requests that the mortgagee

discontinue withholding for taxes and insurance and

desires to make these payments, the mortgagee must pay

to the mortgagor the amounts withheld from monthly

payments which have not been used to pay for taxes and

insurance. 

 7. If the mortgagor has established a line of credit, the

mortgagee should make payments for taxes and insurance

when they are necessary, and add the amount of the

payments to the outstanding balance.  This procedure

does not apply to a mortgagor who has established a

line of credit as part of a modified monthly payment

plan.  The mortgagee must follow the procedures for

withholding from monthly payments outlined above,

unless the mortgagor chooses to have these payments

made from the line of credit. 

 B. Mortgagor Chooses To Make Payments For Taxes And Insurance. 

If the mortgagor chooses to make payments for taxes and

insurance, the following must be adhered to:

 1. He or she must provide proof of payment for each item

to the mortgagee no later than 30 days before the

penalty date. 

 2. If such proof is not provided by that due date, then

the mortgagee should send to the mortgagor

 a written request to make payments for these expenses,

and provide proof of payment. <top>
 3. If the mortgagor does not respond to the written

request in a timely manner, then the mortgagee must

make payments for taxes and insurance, including late

charges and penalties, if any, and add the amount of

any payments to the outstanding balance. 

 4. If the mortgagee makes payments for the mortgagor and

the mortgagor does not have a line of credit, the

mortgagee must change the mortgagor's payment plan. 

 5. If the mortgagor's principal limit is insufficient to

cover these payments, the mortgage may be due and

payable. 

 6. The mortgagee may begin withholding monthly amounts

from the mortgagor's payments for the purpose of paying

taxes and insurance, if the mortgagor regularly fails

to make these payments. 

 C. Tax Deferral Programs For Senior Citizens.  The mortgagor is

prohibited from participating in any real estate tax

deferral program unless the lien created by this program is

subordinate to the insured mortgage held by the mortgagee

and the second mortgage held by HUD. <top>
13-13 INSURANCE COVERAGE.  The mortgagor is required to purchase hazard

insurance, but may instruct the mortgagee to purchase and make

payments for this insurance. 

 A. The Hazard Insurance Must Cover 100% Of The Insurable Value

Of Property Improvements At The Time Of Closing. 

 B. HUD And The Mortgagee May Determine Hazards Which Must Be

Insured Against. 

 C. If The Mortgagor Chooses To Be Responsible For Obtaining

Hazard Insurance, the mortgagor must provide a

 copy of the insurance policy to the mortgagee, and ensure that

the policy is renewed upon expiration. 

 D. If The Property Is Located In An Area That Has Been

Identified By FEMA As Having Special Flood Hazards, the

mortgagor must maintain flood insurance on the property in

compliance with Section 102(a) of the Flood Disaster

Protection Act of 1973 42 U. S. C.  4001 et seq. ) and provide

proof of this insurance to the mortgagee regularly. <top>
13-14 MONTHLY MIP.  The mortgagee is responsible for remitting the

mortgagor's payments for the monthly MIP.  The mortgagee should

calculate and make these payments according to the instructions

in Chapter 7, HUD Handbook 4235. 1 REV-1. 

 A. Assignment Insurance Option.  Mortgagees that have chosen

the assignment option must remit the entire premium to HUD

each month.  When payment is made, the mortgagee should add

the payment to the mortgagor's outstanding balance. 

 B. Shared Premium Insurance Option.  Mortgagees that have

chosen the shared premium insurance option remit only a

percentage of the premium.  The percentage of the MIP to be

retained by the mortgagee is determined by a factor

accompanying the factor for the principal limit (Appendix

66), based on the age of the youngest mortgagor and the

expected rate.  The mortgagee must still add the full amount

of the premium to the mortgagor's outstanding balance. <top>
13-15 SERVICING FEE.  The mortgagee may require the mortgagor to pay a

fee for the servicing of this mortgage, if these expenses will

not be covered by the interest collected under the mortgage

interest rate. 

 A. Mortgagee Chooses To Assess A Servicing Fee.  If the

mortgagee chooses to assess a servicing fee, the fee is

established at closing as a monthly figure and the amount

necessary to pay this fee throughout the life of the loan is

calculated and set aside from the principal limit at closing

(Refer to Chapter 5, HUD Handbook 4235. 1 REV-1 for

calculations). 

 B. Mortgagee Adds Servicing Fee To The Mortgagor's Outstanding

Balance Monthly.  If the mortgagee adds the fee to the

outstanding balance monthly, the mortgagee can not assess

any other fees to cover the costs of servicing. 

C.  Amount of Servicing Fee.  The servicing fee that may be

 charged on annually adjustable loans may not exceed thirty

 dollars ($30. 00) per month.  The servicing fee that may be

 charged on monthly adjustable loans is uncapped. <top>
13-16 FEES AND CHARGES AFTER ENDORSEMENT.  The mortgagee may require

the mortgagor to pay fees and charges for services rendered after

endorsement.  Any fee must be reasonable and customary for that

area of the country, and may not be more than an amount actually

paid by the mortgagee for the service performed.  The following

fees and charges may be assessed and added to the outstanding

balance:

 A. Changing The Payment Plan the mortgagee may charge up to

$20. 00 for changing the mortgagor's payment plan. 

 B. Substitution Of Hazard Insurance Policies when the mortgagor

arranges for a change of insurance coverage at a time other

than the normal time for renewing the hazard insurance

policy. 

 C. Attorney And Trustee Fees may be charged when associated

with a foreclosure. 

 D. Trustee And Recording Fees may be charged when associated

with a loan satisfaction. 

 E. Property Inspections And Preservation Expenses as referred

to in Paragraph 4-11. 

 F. Attorney Fees And Expenses when the mortgagee is made a

party to litigation by reason of the mortgage (CFR

2O3. 552(a)(13)).  No attorney fee may be charged for the

services of the mortgagee's staff attorney. <top>
13-17 CAPITALIZATION OF PAYMENTS AND INTEREST. 

 A. Payments.  Any payments that are made to or on behalf of the

mortgagor, including monthly or unscheduled payments, taxes,

insurance and MIP payments, and any authorized fees charged

to the mortgagor are added to the outstanding balance when

these payments are made. 

 B. Interest.  Interest on any payment made during a month

accrues daily from the date after the payment is made.  The

interest, along with the interest that has accrued on the

outstanding balance from the previous month, is not added to

the outstanding balance until the end of the month. 

 EXAMPLE:

 The outstanding balance at the beginning of the month is $8,000. 

The mortgagee makes payments to the mortgagor of $300 on the

first day of a 30 day month, makes a $250 insurance payment on

the 12th of the month, and a $400 tax payment on the 25th of the

month.  The mortgagee would then receive interest on the $8,000

balance for 30 days, the $300 payment for 29 days, interest on

the $250 payment for 18 days, and interest on the $400 payment

for 5 days.  The accrued interest from the outstanding balance

and the payments made that month, plus the payments themselves,

would be added to the outstanding balance at the end of the

month. 

13-18 STATEMENTS TO THE MORTGAGOR. 

 A. The Mortgagee Must Provide The Mortgagor With An Annual

Statement By January 31st Of Each Year.  The statement must

summarize the mortgagee's previous calendar year activity of

the mortgage, providing:

 1. A list of all payments made to the mortgagor, including

monthly and unscheduled payments. 
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 2. An itemized list of all payments made to and on behalf

of the mortgagor, including MIP, taxes, insurance

payments and servicing fees, if applicable. 

 3. The total amount of interest accrued for the year. 

 4. The outstanding balance at the end of the calendar

year. 

 5. The mortgagor's principal limit and net principal

limit. 

 6. The mortgagor's outstanding balance, principal limit

and net principal limit for the line of credit, if

applicable. 

 B. The Mortgagee Must Comply With Truth-in-Lending Act

Requirements for periodic disclosures for Open-End Credit. 

For example, Regulation Z (12 CFR 226) implements the

Truth-in-Lending Act and requires that the mortgagee furnish

a periodic statement and an annual statement of billing

rights, and that the mortgagee comply with the billing error

resolution rules. 

 C. The Mortgagee Must Send To The Mortgagor A Statement After

Each Line Of Credit Payment that includes the funds

available in the line of credit (net principal limit for the

mortgagor's line of credit). 

13-19 INTEREST RATE CHANGES FOR ADJUSTABLE RATE MORTGAGES.  The

mortgagee is required to notify the mortgagor of all changes to

the interest rate on an adjustable rate mortgage.  Appendix 67

contains a suggested form of Periodic Disclosure ARM Notice for a

Reverse Mortgage. 

 A. The First Adjustment To The Interest Rate.  If any

adjustment is required it will occur between 12 and 18

months after the closing date on an annually adjusted

reverse ARM.  For monthly adjustable reverse ARMs, the

initial change date may not be earlier than one month after

the closing date nor later than six months after the closing

date. 
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 B. At Closing The Mortgagee Must Choose A Calendar Date (e. g. 

June 1 for an annual adjustment, the 1st of the month for a

monthly adjustment) as the change date (the date the

interest rate changes). 

 C. In Adjusting The Interest Rate, The Mortgagee Must Use The

One-year Treasury Rate In Effect 30 Exact Days Before The

Change Date. 

 D. The Notice Of Interest Rate Change must be provided to the

mortgagor at least 25 days before the first adjustment in

the outstanding balance after the change date. 

 E. The Notice Of Interest Rate Change must advise the mortgagor

of the following:

 1. The new mortgage interest rate

 2. The current index value

 3. Publication date of index

13-20 PREPAYMENTS.  The mortgagor may prepay the mortgage in full or in

part without penalty. 

 A. Disclosure Statements.  Mortgagees shall provide to

mortgagors at closing, as well as annually, a written

Disclosure Statement of the amount outstanding on the loan

and describe the requirements that the mortgagor must

fulfill upon prepayment of the mortgage to prevent accrual

of any interest on the mortgage after the date of

prepayment. 

 1. At closing Disclosure Statement.  Depending upon the

type of payment plan the mortgagor has selected, the

mortgagee shall provide to the mortgagor one of the

following Disclosure Statements:

 a. Term or Tenure Payments.  For Payment Plans

requiring Term or Tenure Payments, the mortgagee

shall provide the mortgagor with the Disclosure

Statement contained in Appendix 8A. 
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 b. Line of Credit Payments.  Under the line of credit

option, the mortgagee shall provide the mortgagor

with the Disclosure Statement contained in

Appendix 8. 

 2. Annual Disclosure Statement (24 CFR 206. 203).  The

mortgagee shall provide to the mortgagor an annual

statement regarding the activities of the mortgage for

each calendar year.  The statement shall be provided to

the mortgagor no later than January 31 for each

preceding year until the mortgage is paid in full by

the mortgagor.  The statement shall include the

following:

 a. summarize the total principal amount for the year

which has been paid to the mortgagor under the

mortgage

 b. the MIP paid to HUD and charged to the mortgagor

 c. the total amount of deferred interest added to the

mortgage balance

 d. the total mortgage balance and the current

principal limit

 e. if the mortgagor has elected to have the mortgagee

pay property charges (taxes, ground rents, flood

and hazard insurance premiums, and assessments on

accounting of all payments for property charges

for the year. 

 B. Tenure Or Term Option.  When payments are being made under

the term or tenure option, a mortgage may be prepaid at any

time and the provisions of (24 CFR 203. 558 (a)(c), and (e))

shall be followed in handling a prepayment except that the

term installment due date shall mean the date of payments to

the mortgagor instead of payments by the mortgagor. 

 1. Mortgagors may, without penalty, prepay the mortgage in

full on the first of any month in the mortgage term

without giving the mortgagee any
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 notice (oral or written) of intent, regardless of what

the mortgage security instrument state. 

 2. If the prepayment is offered on other than an

installment due date, the mortgagee has the option of:

 a. refusing to accept the prepayment until the next

installment due date (i. e. , the first of the next

month); or

 b. requiring the payment of interest to the next

installment due date but only if the mortgagee so

advises the mortgagor in a form approved by HUD

(See Appendix 8(C) for an acceptable sample) in

response to the mortgagor's (or his/her agent's)

inquiry or request for payoff amount from the

mortgagor. 

 3. Any mortgagee that fails to meet the disclosure

requirements stated in Paragraph 5-2C must forfeit the

interest collected after the date the prepayment is

received. 

 C. Line Of Credit Option.  When payments are being made under

the line of credit option, a mortgage may be prepaid after

giving two weeks notice to the mortgagee.  If the mortgagee

accepts the prepayment without two weeks notice, interest

may be charged on the prepaid amount for a two week period

after the date of notice.  Otherwise, no interest shall be

charged on the prepaid amount after the date of prepayment. 

 D. The Mortgagor Prepays The Mortgage In Full.  If the

mortgagor prepays the mortgage in full, the mortgage is

terminated. 

 NOTE: Payments that have ceased or are nearing cessation

can be continued by a prepayment.  This procedure

may be useful to relatives of a mortgagor whose

payments are scheduled to end.  By prepaying a

portion of the debt, the mortgagor's relatives can

allow the mortgagor to continue receiving

payments. 
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13-21 Partial Prepayments.  The mortgagor may choose to make a partial

prepayment because his or her financial circumstances have

improved and he or she wishes to preserve more of the equity in

the property.  Any change in subsequent payments to the mortgagor

should be made only at the mortgagor's request. 

 A. Increase Monthly Payments.  The mortgagor may choose to use

a partial prepayment to increase monthly payments.  By

reducing the outstanding balance, the mortgagor increases

the net principal limit available for calculating monthly

payments. 

 B. Establish Or Increase A Line Of Credit.  A mortgagor may

choose to make a partial prepayment to set up or to increase

a line of credit without altering existing monthly payments. 

By reducing the outstanding balance, the mortgagor increases

the net principal limit.  All or part of the increase in the

net principal limit may be set aside for a line of credit. 

 C. Refinance The Mortgage.  A mortgagor may choose to repay the

entire outstanding balance in order to refinance the

mortgage with a new reverse mortgage.  If the new mortgage

is an FHA reverse mortgage, the mortgagor will have to pay a

new initial MIP and meet other eligibility criteria. 

* D.  Application of Partial Prepayment.  Partial prepayments are

 to be applied first to the payment of the mortgage insurance

 premium balance, then to the servicing fee balance, interest

 balance and, finally, to principal.  After those items have

 been satisfied, a borrower receiving monthly payments in

 combination with a line of credit may specify to which

 account a partial prepayment is to be applied:

 1. Mortgagee may apply partial prepayment to an existing

line of credit.  If the mortgagor does not designate an

account, the mortgagee may apply any partial prepayment

to an existing line of credit. 
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 2. Mortgagee may create an existing line of credit.  The

mortgagee may also create a new line of credit in

accordance with the Home Equity Conversion Loan

Agreement, contained in Appendix 68, Paragraph

 2. 7. 4.  *

13-22 MORTGAGOR'S OCCUPANCY AND MAINTENANCE OF THE PROPERTY.  Under the

mortgage, the mortgagor is not required to repay the outstanding

balance as long as the following conditions are met by at least

one original mortgagor:

 A. The Mortgagor Maintains The Property As A Principal

Residence.  The mortgagee must verify this fact as long as

the debt on the mortgage is outstanding. 

 1. The mortgagee must have the mortgagor certify.  The

mortgagor must certify to his or her principal

residence annually within 30 days before or after the

anniversary date of the first day of the first month

after closing. 

 2. The mortgagee must provide a written certification. 

The mortgagee must provide a written certification for

the mortgagor's signature, to the mortgagor annually. 

The certification must include the following warning

above the signature line:

 WARNING:"Section 1001 of Title 18 of the United

States Code makes it a criminal offense to

make a willfully false statement or

misrepresentation to any department or agency

of the United States government as to any

matter within its jurisdiction". 

 3. The mortgagor must advise the mortgagee of absences

from the property.  The mortgagee must be advised of

absences from the property in excess of two months to

avoid determinations that the mortgagor's principal

residence has changed. 

 B. The Mortgagor Does Not Sell The Property Or Convey Title To

The Property. 
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 C. The Mortgagor Is Not Out Of Occupancy Due To Physical And

Mental Illness For More Than 12 Months. 

 D. The Mortgagor Maintains The Condition Of The Property.  If

aware of a deterioration in the property's condition, the

mortgagee may:

 1. Notify the mortgagor of the deficient condition of the

property, indicating the required repairs for bringing

the property up to an acceptable condition. 

 2. If the mortgagor fails to comply with this request

within 60 days by beginning to correct the condition of

the property, the mortgagee, with HUD's consent, may

declare the mortgage due and payable. 

 E. The Mortgagor Otherwise Complies With The Terms Of The

Mortgage (e. g.  payment of taxes and insurance). 

13-23 USE OF COUNSELING AGENCIES.  The mortgagee should refer

situations where the conditions under the mortgage are not being

met to a HUD-approved housing counseling agency in the area where

the property is located, if a solution to the problem can not be

found.  The mortgagee is advised to refer the mortgagor to a

counseling agency before requesting HUD to declare a technical

default on the mortgage. 

13-24 ASSIGNMENT INSURANCE OPTION.  The mortgagee may select the

assignment insurance option at closing. 

 A. The Mortgage May Be Assigned To HUD If:

 1. The outstanding balance, including all payments made to

or on behalf of the mortgagor, MIP and accrued

interest, is equal to or greater than 98% of the

maximum claim amount as reflected on Form HUD 59100,

Mortgage Insurance Certificate, or

 2. The mortgagor has requested a payment, either from a

line of credit or from a change in the payment plan,

which, when added to the outstanding balance, would

equal or exceed 98% of the maximum claim amount. 
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 B. If The Mortgagee Chooses To Assign The Mortgage To HUD, The

Following Conditions Must Be Met:

 1. The mortgagee must be current in making the required

payments to the mortgagor, and

 2. The mortgagee must be current in making payments of

(MIP including interest and late charges if any) and

must continue making monthly payments until the

assignment is recorded, and

 3. The mortgage can not be due and payable due to:

 a. the death of the mortgagor (with no surviving

mortgagor maintaining the property as a principal

residence), or

 b. the mortgagor has sold the property (conveyed

title) and no other mortgagor retains title in fee

simple, under a lease for not less than 99 years

which is renewable or under a lease having a

remaining term of 50 years beyond the 100th

birthday of the youngest mortgagor. 

 4. The mortgagee has not notified the HUD Field Office of

any event that might cause the mortgage to be due and

payable, or the mortgagee's request to declare the

mortgage due and payable has been denied by the HUD

Field Office. 

 C. Mortgagee Notifies HUD And Mortgagor Of Its Intention To

Assign.  When the mortgagee notifies HUD of its intention to

assign the mortgage, it must provide the mortgagor with a

notice advising that the mortgage will be assigned to HUD. 

The notice must also state the following:

 1. An anticipated date of assignment and instruct the

mortgagor to make any request for unscheduled or line

of credit payments after that date to HUD;

 2. That HUD will continue to withhold an amount from the

payments to the mortgagor in order to pay for
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 taxes, if the mortgagee had been making these payments;

 3. That HUD will not withhold payments for hazard

insurance and that the mortgagor must maintain the

insurance.  The mortgagee must disburse to the

mortgagor any funds withheld, but not spent on hazard

insurance. 

13-25 NOTICE TO FIELD OFFICE OF INTENT TO ASSIGN.  The mortgagee must

notify the field Office having jurisdiction over the property

when it is preparing to assign the mortgage to HUD and file a

claim for insurance benefits.  The Field Office must be notified

at least 30 days but not more than 60 days, prior to the

anticipated date of recording the assignment to HUD.  When the

mortgagee notifies HUD of its intent to assign the mortgage, it

must submit the following:

 A. The mortgagor's name, address, and FHA case number;

 B. The mortgagor's checking or savings account number, name of

financial institution, and any other necessary EFT

information, if applicable;

 C. The mortgagor's current payment plan, including the payment

plan change that may have caused the assignment and any

unscheduled payment to be made by HUD within five days;

 D. The required withholding for taxes, if applicable, type and

amount of any funds set aside, and any other

responsibilities previously performed by the mortgagee;

 E. A copy of the notice to the mortgagor concerning the

assignment of the mortgage to HUD and including the

anticipated date of recording the assignment;

 F. A payment history for the mortgage which shows all payments

made by the mortgagee throughout the loan. 
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 G. Evidence of the mortgagee's most recent determination that

the property is the principal residence of at least one

mortgagor;

 H. The title package on the property for the Field Office to

review. 

13-26 PAYMENTS BEFORE MORTGAGE IS VOLUNTARILY ASSIGNED.  The mortgagor

may request a line of credit or unscheduled payment after the

mortgagee has notified HUD of its intent to assign the mortgage. 

 A. Line Of Credit Payment.  If the mortgagor requests a line of

credit payment, the mortgagee may make the payment before

the assignment is recorded if the outstanding balance after

the payment is made, including any interest that will accrue

and any payments made to or on behalf of the mortgagor (MIP,

taxes and insurance, etc. ) that will be added before the

mortgage is assigned to HUD, does not exceed the maximum

claim amount.  Otherwise, the mortgagor should be referred

to the HUD Field Office to receive payment. 

 B. Unscheduled Payment.  If the mortgagor requests an

unscheduled payment which would require a recalculation of

payments, or requests a change in the payment plan, the

mortgagee may make a payment change and disburse funds (not

to exceed the maximum claim amount) if the mortgage

assignment has not been recorded.  The mortgagee should

immediately submit the mortgagor's new payment plan to the

HUD Field Office.  Otherwise, the mortgagor should be

referred to the HUD Field Office to receive payment. 

13-27 DEMAND ASSIGNMENT OF THE MORTGAGE.  If the mortgagee fails to

make the required payments under the first mortgage. 

 A. Mortgagor Contacts HUD Field Office.  If the mortgagor

notifies HUD that a payment was not received, the Field

Office will contact the mortgagee to determine the reason

for the non-payment. 
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 B. Mortgagee Cannot Make The Required Payment.  If HUD

determines that the mortgagee cannot make the required

payment, then HUD will make the payment. 

 C. HUD Must Issue A Written Demand Letter.  After the payment

is made, the Field Office will issue a written demand letter

to the mortgagee stating that:

 1. If the mortgagee plans to resume making payments under

the mortgage, it must reimburse HUD for the amount of

the total payment with interest from the date of the

payment to the date reimbursement is received by HUD. 

An amount, date of payment and a per diem interest rate

will be specified by HUD in the demand letter. 

Interest will be set at a rate in conformance with the

Treasury Fiscal Requirements Manual. 

 2. If the mortgagee can not reimburse HUD or resume making

payments under the mortgage, the mortgagee must

assigned the mortgage to HUD within 30 days and the

title submitted to the Field Office having jurisdiction

over the property. 

 3. If the mortgagee fails to reimburse HUD or assign the

mortgage within 30 days of the demand letter, the

contract of mortgage insurance will be terminated. 

13-28 PAYOFFS AND DUE AND PAYABLE MORTGAGES.  Generally, the mortgage

debt will either be repaid by the mortgagor or the mortgagor's

estate or by the mortgagee foreclosing on the property and using

the proceeds from the sale of the property to pay off the

outstanding balance. 

13-29 PAYOFFS. 

 A. Sale Of Property By Mortgagor Or Mortgagor's Estate.  The

mortgagor or the mortgagor's estate may sell the property at

any time for the lesser of:

 1. The debt due under the mortgage, including the

mortgagee's share of net appreciation, if applicable,

or
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 2. The appraised value at the time of the sale, as

determined by the HUD Office having jurisdiction over

the property.  The mortgagor may request an appraisal

if he or she believes that the value of the property is

less than the debt. 

 NOTE: The mortgage will be released of record and

the net sales proceeds will be applied to the

outstanding balance. 

 B. Contract For Sale Executed.  If the mortgage is due and

payable at the time the contract for sale is executed, the

mortgagor may sell the property for the lesser of 95% of the

current appraised value or the outstanding balance.  The

mortgage will be release of record and the net sales proceed

will be applied to the outstanding balance. 

 C. Notification To HUD Of Termination Of Insurance.  The

mortgagee must notify HUD of the termination of the mortgage

insurance contract within fifteen days of the date of any

sale, if the net sales proceeds are sufficient to pay off

the mortgage.  Otherwise, the mortgagee should submit a

claim for insurance benefits. 

 D. Shared Appreciation Mortgages.  For shared appreciation

mortgages, refer to Chapter 5, HUD Handbook 4235. 1 REV-1 for

instructions on calculating the mortgagee's dollar amount

share of the property's appreciation. 

 E. Outstanding Balance Is Paid.  The mortgagee must notify the

Loan Management Branch of the HUD Office having jurisdiction

over the property when the outstanding balance has been paid

so that HUD may release the second mortgage from record. 

13-30 CONDITIONS MAKING THE MORTGAGE DUE AND PAYABLE. 

 A. The Mortgage Is Due And Payable Without HUD Approval When:

 1. All mortgagors have died, or
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 2. All mortgagors have sold or conveyed title to the

property. 

 B. The Mortgage Is Due And Payable With HUD Approval When:

 1. The property is no longer the principal residence of at

least one mortgagor for reasons other than death. 

 2. No mortgagor maintains the property as a principal

residence for a period exceeding 12 months because of

physical or mental illness. 

 3. The property is in disrepair and the mortgagor has

refused or is unable to repair the property. 

 4. The mortgagor violates any other covenants of the

mortgage (e. g.  timely payment of taxes and insurance)

and has refused or is unable to comply with the

violated conditions of the mortgage. 

13-31 PROCEDURES FOR DECLARING THE MORTGAGE DUE AND PAYABLE. 

 A. Unnecessary Approval From HUD.  If approval from HUD is not

necessary to declare the mortgage is due and payable, the

mortgagee may proceed with the procedures outlined in

Paragraph 13-33. 

 B. Necessary Approval From HUD.  If approval from HUD is

necessary to declare the property due and payable, the

mortgagee must submit a written request for such a

declaration to the HUD Office which has jurisdiction over

the property.  A written request must contain evidence of

the reasons for declaring the mortgage due and payable, such

as:

 1. Evidence that the property is no longer the principal

residence of at least one mortgagor. 

 2. Evidence of damage to the property, such as substantial

fire or flood, or municipal code enforcement notices,

which has not been corrected
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 in a reasonable period of time since the damage

occurred. 

 3. Evidence that taxes or insurance have not been paid, or

the absence of utility service. 

 4. Evidence that the mortgagor's principal limit is

insufficient to cure any debts for taxes or insurance

or any costs to have the property repaired. 

 5. Evidence that the mortgagor is not scheduled to return

to the property after an absence of over 12 months due

to physical or mental illness, such as written

statements from the mortgagor, a relative or a health

care provider. 

 C. Violations Should Be Rectified.  The mortgagee should take

whatever steps are necessary to rectify a violation of the

mortgage covenants before submitting a request to HUD to

declare the mortgage due and payable, including referral of

the mortgagor to a housing counseling agency. 

13-32 HUD FIELD OFFICE EVALUATION.  The Field Office shall evaluate the

circumstances for declaring the mortgage due and payable based

upon the evidence submitted by the mortgagee and acquired on its

own. 

 A. Written Response To Mortgagee.  The Field Office will

respond in writing to the mortgagee within 30 days of

receipt of the request either approving or disapproving the

request for declaring the mortgage to be due and payable. 

 1. Specific reasons for a decision will be given in the

letter. 

 2. The Field Office will review any request to reconsider

a decision denying permission to declare the mortgage

due and payable. 

 B. Field Office Determination.  The Field Office must avoid

declaring a mortgage due and payable where a
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 solution to a problem can be resolved.  However, the Field

Office may determine that the mortgage is due and payable if

any of the following conditions exist:

 1. The mortgagor must make payments for repairs or taxes

and insurance, and the mortgagor's principal limit is

insufficient to make these payments and the mortgagor

is unable to make these payments otherwise. 

 2. The mortgagor has not occupied the property as a

principal residence for over 12 months due to mental or

physical illness, and there is not substantial reason

to expect reoccupancy within 2 months. 

 3. The mortgagor is in violation of the mortgage covenants

and refuses or is unable to comply with them. 

13-33 DISPOSITION OF DUE AND PAYABLE MORTGAGES.  For a due and payable

mortgage, the mortgagee must:

 A. Issue A Repayment Notice.  The mortgagor or the mortgagor's

estate must be issued a repayment notice stating that the

mortgage is due and payable.  The notice must also provide

the amount of the outstanding balance and the following

instructions:

 1. That the debt must be paid in full; or the property

must be sold for the lesser of the debt, including

shared appreciation, if any, or 95% of the appraised

value; or good marketable title to the property must be

deeded to the mortgagee. 

 2. That the mortgagor or the mortgagor's estate may

request an appraisal, at his or her own expense, if an

estimate of the property's current value is desired. 

 3. That if none of the actions in paragraph A.  1.  above

are taken in 30 days, foreclosure will be initiated by

the mortgagee within 3 months, but not less than 1

month. 
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 4. That, if applicable, the mortgagor can resolve the

default through the appropriate means, such as

reoccupancy, proof of adequate insurance, or payment of

taxes or special assessments, etc. 

 5. That the mortgage will be released and no deficiency

judgment will be taken if the property has no junior

liens and is sold for at least 95% of the appraised

value, with the net proceeds paid to the mortgagee,

even if the debt is greater than the appraised value. 

 B. Payments Discontinued.  Upon the issuance of the repayment

notice, the mortgagor will not be able to receive payments

from the mortgage as long as the mortgage remains due and

payable.  The mortgagee may make required payments for taxes

and insurance, and add these payments to the mortgagor's

outstanding balance.  Monthly MIP and interest will continue

to be added to the outstanding balance. 

13-34 FORECLOSURE.  If the mortgagor or the mortgagor's estate fails to

repay the outstanding balance on a due and payable mortgage or if

the mortgagor fails to deed the property to the mortgagee within

the prescribed time, the mortgagee must begin foreclosure

proceedings within 3 months.  The Field Office may authorize the

mortgagee to delay the beginning of foreclosure proceedings

longer than 3 months if a sale by the mortgagor or the estate is

in process.  If the estate is making a reasonable effort to sell

the property, these extensions should be granted in 3-month

intervals with the entire period not to exceed 12 months (see

sample extension letter to mortgage). 

 A. Notification To HUD.  The mortgagee must notify the Loan

Management Branch of the Field Office having jurisdiction

over the property with 30 days of the initiation of

foreclosure proceedings. 

 B. Order An Appraisal.  The mortgagee must order an appraisal

if foreclosure proceedings are initiated. 

 C. Sale Of Property.  If at any time prior to the foreclosure

sale, the mortgagor or the mortgagor's
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 estate sells the property (free of junior liens) for the lesser

of the debt, including foreclosure costs actually incurred and

the mortgagee's share of net appreciation, if applicable, or 95%

of the current appraised value as determined by the Field Office

having jurisdiction of the property, or offers a deed-in-lieu of

foreclosure with good and marketable title, the mortgagee shall

discontinue the foreclosure proceedings and accept the payoff. 

 D. Failure To Repay The Mortgage Debt.  The mortgagee must

continue the foreclosure proceedings as long as the

mortgagor or his or her estate fails to repay the mortgage

debt. 

 E. Foreclosure Sale.  The mortgagee must bid the lesser of the

debt or the current appraised value, as provided by the HUD

Field Office, at the foreclosure sale. 

 CHAPTER 14.  FEDERAL NATIONAL DISASTERS

14-1 GENERAL. 

 A.  The Robert T.  Stafford Disaster Relief And Emergency Assistance

 Act.  Under the Robert T.  Stafford Disaster Relief and Emergency

 Assistance Act (42 U. S. C.  5121 et seq. ), the President has the

 authority to declare a National disaster for any area which has

 been affected by a hurricane, flood, tornado, earthquake,

 typhoon, etc. 

 B.  The President Declares An Area A National Disaster.  Whenever the

 President declares an area a national disaster due to the

 severity and magnitude of the damage, mortgagees must immediately

 implement the procedures set forth in this Chapter.  The relief

 measures discussed in this Chapter are intended to:

 1.  Mitigate the hardships faced by mortgagors with FHA-insured

 mortgages in areas affected by the disaster. 

 2.  Allow mortgagees time to obtain the hazard insurance

 benefits that are available. 

 3.  Reduce the impact of the disaster on claims submitted for

 FHA insurance benefits. 

14-2 MORATORIUM ON FORECLOSURES. 

All the National Disaster Areas identified by the Federal Emergency

Management Agency (FEMA) will be subject to a moratorium on

foreclosures following the disaster.  The property has to be directly

affected by the disaster to be included in the moratorium.  All

mortgagors affected by the moratorium on foreclosures should be

seriously considered for the recommended servicing actions enumerated

in Paragraph 14-3 below. 

 A.  Effective Date Of The Moratorium.  The moratorium is effective as

 of the date the President declares an area a National disaster,

 and expires ninety (90) days, from that date unless extended by

 HUD. 
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 B.  Foreclosures Affected By The Moratorium.  The moratorium applies

 to the initiation of foreclosures and the suspension of all

 foreclosures already in process for the duration of the 90-day

 period. 

 C. Moratorium Affects Initiation Of Foreclosure.  In those cases

where the moratorium causes the initiation of foreclosure to

occur past the normal deadline of twelve months after the date of

default, the Department will grant an extension of up to 90 days

for the mortgagee to initiate foreclosure.  Extensions must be

requested in writing from the HUD Field Office with jurisdiction

over the properties. 

14-3 SERVICING ACTIONS.  In addition to the above moratorium on

foreclosures, HUD strongly recommends that, where the National

disaster directly affected the condition of the property and/or the

mortgagor's financial viability, the cases be given the utmost

consideration by mortgagees for forbearance.  Refer to Chapter 8,

"HUD-Approved Relief provisions", for additional details.  The

Department recommends exploration of one or more of the following,

depending on the circumstances of each case. 

 A. Special Forbearance.  Special (written) forbearance may be

entered into for a period up to 18 months, and mortgagors with no

other property subject to an FHA-insured mortgage are eligible

without HUD's advance approval. 

 B. Refinancing.  Refinancing, reamortization or recasting the

mortgage may be appropriate, especially where repairs to the

property are necessary and secondary financing may be sought to

complete the repairs.  Under certain conditions, HUD approval is

not required for recasting.  For further instructions, see

paragraph 3-2. 

 C. Waiving Late Charges.  Mortgagees should also consider waiving

any late payment charges if the mortgagor's payment is late

because he or she incurred added expenses or loss of income as a

result of the disaster, or if he or she needs additional time to

receive a pending insurance settlement. 
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 D. Suspension Of Reporting Delinquencies.  Mortgagees should

temporarily suspend reporting delinquencies to credit bureaus if

they are aware that the mortgagor's delinquency is attributable

to hardships he or she incurred as the result of the disaster. 

 E. Acceptance Of Deeds-in-lieu Of Foreclosure.  If a viable

forbearance plan cannot be reached, mortgagees may accept

deeds-in-lieu of foreclosure after the moratorium, if they are

offered and the applicable criteria are met. 

14-4 DEALING WITH PROPERTY DAMAGE.  Mortgagees are expected to follow

existing procedures pertaining to damaged properties unless instructed

by HUD to do otherwise.  No action should be taken (including the

initiation or completion of foreclosure proceedings, after expiration

of the foreclosure moratorium), if it will jeopardize the full

recovery of a hazard insurance settlement.  The following actions must

be taken:

 A. Hazard Insurance Claims.  Mortgagees should take affirmative

steps to ensure that hazard insurance claims are filed and

settled as expeditiously as possible, and that the affected

properties undergo full repair. 

 B. Insurance Proceeds Payable Jointly.  In damage cases, insurance

proceeds are payable jointly to the mortgagee and the mortgagor

and are frequently mailed to the mortgagee. 

 C. providing Mortgagor With Insurance Proceeds.  The mortgagee

should expedite turning over proceeds to the mortgagor, in

accordance with existing inspection and verification procedures. 

 NOTE: Mortgagees should not retain proceeds to make up an

existing arrearage without the written consent of the

mortgagor.  (See Chapter 9, paragraph 9-10-E; also,

refer to Instructions for Single Family Application for

Insurance Benefits, page 8. )
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 D. Mortgage Delinquency Preceding The Disaster Date.  Property

damage caused by a National disaster and its aftermath, whether

or not a given mortgage delinquency preceded the disaster date,

should predispose the mortgagee to consider forbearing on the

loan in order to:

 1. allow the mortgagor additional time to stabilize his or her

financial situation

 2. allow the mortgagor to arrange with the insurance carrier

for repair and restoration of the premises. 

 E. Preventing Undue Hardship.  The goal should be a formal relief

provision that will cure the delinquency as soon as possible

without imposing an undue hardship on the mortgagor. 

 F. List Of FHA-Approved Fee Appraisers.  The HUD Field Office with

jurisdiction over the areas affected by the National disaster

will have available a complete list of FHA-approved fee

appraisers who can be called upon to perform inspections as the

repair work progresses on damaged properties. 

 NOTE: The Loan Management Branch Chief should be contacted to

obtain a copy of the list. 

 G. Premises Totally Destroyed.  If the premises has been totally

destroyed, the mortgagee should compare the unpaid principal

balance with the anticipated insurance proceeds and any other

circumstances affecting the case, for example, local laws barring

reconstruction of the destroyed property. 

 NOTE: Any questions regarding the most appropriate course of

action to be taken, should be directed to the Property

Disposition Branch Chief in the HUD Field Office with

jurisdiction over the property. 

14-5 PROCESSING ASSIGNMENT APPLICATIONS.  Mortgagees are encouraged to send

the HUD Exhibit Letters pertaining to the assignment program, via

Certified Mail-Return Receipt
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Requested, as well as by first class mail, to mortgagors in the

identified disaster areas.  Also, mortgagors affected by the disaster

should generally be granted "good cause" deadline extensions by

mortgagees for responding to these letters. 

14-6 MORTGAGE ASSISTANCE PAYMENTS.  FEMA implements a temporary mortgage

and rental payments assistance program under Section 408(b) of the

Robert T.  Stafford Disaster Relief and Emergency Assistance Act (P. L. 

93-288).  44 CFR (Code of Federal Regulations) 206. 101(g) sets forth

the provisions of the program.  The program provides financial

assistance to eligible individuals who have lost their jobs and/or

businesses due to a national disaster. 

 A. FEMA's Program Guidance For Mortgagees.  Appendix 64 provides a

verbatim retyped copy of FEMA's April 1, 1991, program guidance

for mortgagees.  This publication sets forth all information

regarding the mortgage assistance payments program. 

 B.  HUD Assignment Letter No.  1.  To inform mortgagors about FEMA's

mortgage assistance payments program, HUD Assignment Letter No.  1

- Mortgagee's First Notice was modified.  Appendix 26A contains

the modification.  This letter must only be sent for this

purpose. 

CHAPTER 15.  SECTION 222 MORTGAGES
15-1 GENERAL.  The mortgage insurance premiums (MIP) on mortgages insured

 under section 222 of the National Housing Act are paid by the

 serviceman's branch of the military service until the serviceman's

 eligibility is terminated.  FHA is notified of the termination upon

 receipt of a Form DD803, Notice of Termination, from the service

 branch. 

 A.  Military Branch's Responsibility.  Responsibility of the Military

 branch for payment of mortgage insurance premiums on a section

 222 mortgage is established when:

 1.  the mortgagor, at the time of application, is certified as a

 serviceman and;

 2.  at the time of insurance endorsement is the owner of the

 property. 

 B.  Establishing Eligibility.  Applications for mortgage insurance

 under Section 222 must be accompanied by the original and two

 copies of the Form DD802, Certificate of Eligibility, issued by

 the serviceman's commanding officer or personnel officer.  FHA

 accepts this submission as evidence of the serviceman's

 eligibility.  Whether a serviceman is entitled to these benefits

 is the determination of the service branch concerned. 

15-2 TRANSFERS TO SECTION 222.  If the original mortgage is inadvertently

 insured under another section of the Act, the serviceman may request

 the transfer of the insured mortgage to section 222. 

 A.  Serviceman Requests Transfer.  A serviceman requesting transfer

 of an insured mortgage to Section 222 must provide the mortgagee

 with the original and two copies of Form DD802. 

 B. Mortgagee Forwards Documents.  The mortgagee, if it agrees with

the transfer, will forward these copies with a letter requesting

transfer of the mortgage to section 222 to the Insurance

Operations Division, Attention: Systems Management Branch, U. S. 

Department of Housing and Urban Development, Washington, DC

20410.  The mortgagee will remain responsible for payment of

mortgage insurance premiums until notified
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 by the FHA Comptroller that the requested transfer to section 222

has been completed. 

15-3 PAYMENT OF PREMIUMS BY SERVICE BRANCH OR BY MORTGAGEE.  Under Section

222, the mortgagee is not required to collect mortgage insurance

premiums from the mortgagor or to remit premiums to HUD-FHA until

advised by the FHA Comptroller that the service branch will no longer

pay the premiums. 

 A. FHA Notified.  When FHA is notified that the property has been

sold or the serviceman has been discharged, retired or has died,

FHA will request the service branch to submit Form DD803, Notice

of Termination, if one has not been received. 

 B. Notice Of Termination.  The service branch's responsibility for

payment of premiums is terminated upon receipt by HUD-FHA of the

Form DD803. 

 C. Mortgagee Responsible For Payment Of MIP.  Upon termination of

the service branch's responsibility, the mortgagee becomes

responsible for payment of MIP.  A notice to start collection

premiums from the mortgagor will be forwarded to the mortgagee by

the FHA Comptroller.  When the mortgagee becomes responsible for 

payment of premiums on a section 222 mortgage, it must continue

to collect them from the mortgagor and remit them to FHA when

billed until advised by the FHA Comptroller that the service

branch will again be responsible for payment of the premiums. 

15-4 SALE OF A PROPERTY COVERED BY A SECTION 222 MORTGAGE.  When the

mortgagor-serviceman sells his home, the mortgagee should forward Form

HUD-92080, Mortgage Record Change, stating the change of mortgagor, to

the Insurance Operations Division, Attention: Systems Management

Branch, U. S.  Department of Housing and Urban Development, Washington,

DC 20410. 

 A. Property Sold To Another Eligible Serviceman.  If the property is

sold to another eligible serviceman, who assumes the Section 222

mortgage, the mortgagee must request the assumer to obtain an

original and two copies of Form DD802, Certificate of

Eligibility, for submission with the Form HUD-92080. 

 B. Failure To Submit Form HUD-92080.  If the form DD802 is not

submitted with the Form HUD-92080, FHA will assume
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 that the purchaser of the property is a civilian and the

mortgagee will be held responsible for the future mortgage

insurance premiums due on the mortgage even though a Form DD802

may be submitted at a later date. 

 C. Responsibility For Payment Of MIP.  When a section 222 property

is sold to a serviceman and the mortgagee has been paying the

mortgage insurance premiums as a result of a prior termination of

the service branch's responsibility for payment of premiums, the

mortgagee should continue to collect premiums from the new

mortgagor-serviceman and pay the premiums to FHA regardless of

whether the serviceman has furnished the mortgagee with a Form

DD802. 

 1. In all such sales transactions, the FHA Comptroller will

advise the mortgagee after processing the HUD Form 92080

whether the service branch is responsible for future

premiums and until advised, the mortgagee must continue to

collect premiums from the mortgagor. 

 2. This procedure protects the mortgagee in cases where the

service branch determines that the serviceman who purchased

the property is not entitled to the benefits of section 222. 

In this event, the mortgagee must continue to pay the

premiums from monthly accruals collected from the mortgagor. 

15-5 ASSUMPTION OF INSURED MORTGAGES BY SERVICEMEN.  Under the provisions

of the National Housing Act, the Service Branch may pay mortgage

insurance premiums in cases when an eligible serviceman assumes a

single family mortgage (including a mortgage covering a family unit in

a condominium) currently insured under any other section of the

National Housing Act.  The serviceman must:

 A. provide the mortgagee with the original and two copies of Form

DD802 when requesting such a transfer. 

 B. The mortgagee must forward these Forms with a letter advising of

the assumption and requesting the transfer of the insurance to

section 222 to the FHA Comptroller. 

 C. The mortgagee must retain the original mortgage insurance

certificate and cancel FHA's insurance endorsement when the

replacement certificate is received. 
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 D. The MIP must be collected from the mortgagor until the mortgagee

has been notified that the service branch has assumed

responsibility for payment. 

15-6 CONTINUED PAYMENT OF MIP BY SERVICE BRANCH WHEN SERVICEMAN DIES ON

ACTIVE DUTY.  If a serviceman dies while on active duty and is

survived by his wife, the service branch will:

 A. continue to pay mortgage insurance premiums on the mortgage until

two years after the serviceman's death or until his wife disposes

of the property, whichever occurs first. 

 B. The determination of continued eligibility is the responsibility

of the service branch, which will notify the FHA when eligibility

terminates by submission of Form DD803. 

 C. The service branch remains responsible for payment of the MIP

until Form DD803 is received by the FHA Comptroller.  The

mortgagee will be notified promptly of its responsibility for

payment of the MIP. 

APPENDIX 1 -  MORTGAGE RECORD CHANGE 

(NOTE:  Added 5/25/2007 – HUD no longer accepts changes via paper.  Refer to the FHA 
APPENDIX 2- Premium Remittance
- HUD no longer accepts hardcopy remittance summaries.  Lenders must transmit Single Family Mortgage Insurance Premiums to HUD via Automated Clearing House (ACH).  To obtain information on ACH please contact the ACH Outreach Team at (202)537-8004. 
APPENDIX 3 - SAMPLE RECASTING AGREEMENT

FHA Case No. : ____________________

 This agreement, made this _____ day of ____________________, 19____,

 between ________________________________________, hereinafter referred to

 as Mortgagee, and ____________________________________________ hereinafter

 referred to as Borrower(s), and ______________________________________, as

 Trustee:

 WITNESSETH:

 Whereas the Borrowers are now indebted to the mortgagee in the sum of

 _________________________________ dollars ($ ______________) (hereinafter

 called "new principal amount"), consisting of

 ______________________________________ dollars ($ ____________) unpaid

 principal amount and _________________________________________ dollars ($

 __________________) unpaid installments of ground rents, hazard insurance

 premiums, taxes, assessments and mortgage insurance premiums, the payment

 of which is secured by a note and security

 instrument owned and held by the Mortgagee, dated _______________________

 19____, and recorded in the office for recording of deeds in

 __________________________ County and State of __________________________,

 in book __________________ of mortgages, page _____, and

 Whereas the parties mutually desire to modify the terms of payment of

 said indebtedness by changing the amount of monthly payments required on

 said note and security instrument;

 NOW, THEREFORE, in consideration of the covenants hereinafter

 contained, it is mutually agreed as follows:

 The Borrower(s) agree to pay the "new Principal amount" with interest

 at the rate specified in said note on the unpaid balance in monthly

 installments of __________________________________ dollars ($ ____________)

 commencing the first day of _______________, 19____, and on the first day

 of each month thereafter until the "new principal amount" and interest

 thereon are fully paid, except that final payment of the "new principal

 amount" and interest if not sooner paid, shall be due and payable on the

 first day of ___________________, 19____. *

 It is mutually agreed that said security instrument stall continue a

first lien upon the premises and that neither the obligation evidencing the

aforesaid indebtedness nor the security instrument security the same shall

in any way be prejudiced by this agreement, but said obligation and

security instrument and all the covenants and agreements thereof and the

rights of the parties thereunder shall remain in full force and effect

except as herein expressly modified. 

 IN WITNESS WHEREOF, the parties have signed, sealed, and delivered

this agreement on the date above written. 

___________________________(SEAL) _____________________________(SEAL)

Mortgagee Borrower

___________________________ _____________________________

By Borrower

 DEEDS OF TRUST

 (If the security instrument is a deed of trust and it is necessary

that the Trustee execute recasting agreements, the following

acknowledgement shall be signed by the Trustee. )

 THE TRUSTEE has executed this instrument to acknowledge his (its)

assent thereto and agrees to continue to act in such capacity under the

terms as modified herein. 

 TRUSTEE:

 _____________________________

 _____________________________

* This date cannot exceed by more than 10 years the maturity date of the

original note. 

 (Add acknowledgment, if required. )

APPENDIX 4 Calculation of Recast Principal Amount

 CALCULATION OF RECAST PRINCIPAL AMOUNT AND NEW MONTHLY PAYMENT

Example - Mortgage Term Extended 10 Years

Case No.  421-019614-203-Garth Original Term: 30 years

Date of this Computation: 10-17-73 Date of First Payment: 10-1-63

Original Amount of Mortgage: $15,200 Original Maturity Date: 9-1-93

Interest Rate: 5 1/4%

Monthly Installments Due 5-1-73 through 10-1-73 unpaid

Present Monthly Payment

MIP 5. 26

Taxes 14. 58

Insurance 5. 83

Interest and Principal 84. 06

 ______

 109. 73

Computation of "New Original Principal Balance" to be Amortized:

 No.  Payments

Item Per Month Missed

Unpaid Principal Balance $12,583. 43

Unpaid Interest (5 1/4%) 4-1-73 55. 05 x 6 333. 30

 to 10-1-73

MIP (1/2%) 9-1-73 5. 26 x 6 31. 56

Escrow Item Due but Unpaid

Taxes 14. 58 x 6 87. 48

Hazard Insurance 5. 83 x 6 34. 98

 __________

 Total "New Original Principal Balance" $13,070. 75

The first monthly installment based on the above figure will be due

November 1, 1973, and the final payment to principal and interest will be

due March 1, 2003 (Original Maturity Date plus 10 years). 

New Monthly Payment Based on New Maturity Date and "New Original Principal

Balance"

To amortize $13,070. 75, the number of monthly payments in the new term must

first be computed.  To the original term of 360 months is added 120 months

(the extension period of 10 years) for a total of 480 months.  From the

total of 480 months, subtract 121 months (the total number of payments due

prior to 11-1-73) for a remaining term of 359 months or 29 years and 11

months. 

The new payment to principal and interest is reached by multiplying the new

balance by the monthly installment per $1,000 for 29 years and 11 months

($13,070. 75 x $5. 53 / $1,000 = $72. 30).  The monthly installment per $1,000

may be found under "Amortization Tables" in FHA Form 2025.  The new monthly

installment will be:

 Principal and Interest $72. 30

 MIP 5. 26 (Based on Original

 Amortization Schedule)

 Taxes 14. 58

 Insurance 5. 83

 ______

 SAMPLE REQUEST FOR HUD APPROVAL

 TO EXTEND MORTGAGE TERM BY MORE THAN TEN YEARS

(NOTE:  Specifics, especially those in underlined portions of the

letter should be completed to meet the circumstances of the actual

case involved.  In this example, dollar amounts do not necessarily

represent actual amounts associated with other terms of the mortgage

being considered)

 LENDER LETTERHEAD

 January 28, 1990

Washington, D. C.  Office

Department of Housing

 and Urban Development

451 Seventh Street.  S. W. 

Washington, D. C.  20410

To Whom it may Concern:

 Permission is requested to extend the term of the mortgage insured

under FHA Case Number 123-456789-203 to January 1, 2030.  The present

maturity date is January 1, 2010.  A copy of the proposed recasting

agreement is attached. 

 The principal borrower recently suffered injuries not covered by

insurance in a serious accident.  He was hospitalized and without income

for seven months and the mortgage is now in default, with the date of

default at August 1, 1989.  The total monthly payments, including current

escrow requirements, are $889. 52, and the total of delinquent payments is

$6226. 64.  The unpaid principal balance is $52,685. 32.  In addition, there

are $249. 06 in accrued but unpaid late charges, unpaid escrows not

representing advances total $324. 86, we have advanced a total of $824. 86 to

cover escrow items, and there is a total of $4285. 38 in unpaid interest. 

After recasting the new principal balance will be $58369. 48.  Of this

amount, $324. 86 will be deposited in the borrower's escrow account. 

 The borrower has returned to work, but at a drastically reduced rate

of pay.  The attitude of the borrower and his family is excellent, and they

are clearly willing to make the maximum payments consistent with their

reduced income.  Before the borrower's injury, no payment had been more

than ten days late since the inception of the loan. 

 If the term of the mortgage is extended by ten years, the maximum

permitted without your approval, the monthly payment, including current

escrow requirements, would be reduced to $869. 28.  This is still more than

the family is capable of paying.  If this request is approved, however, the
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 APPENDIX 5 Sample Modification Agreement

SAMPLE REQUEST FOR HUD APPROVAL

                TO EXTEND MORTGAGE TERM BY MORE THAN TEN YEARS

(NOTE:   Specifics, especially those in underlined portions of the

letter should be completed to meet the circumstances of the actual

case involved.   In this example, dollar amounts do not necessarily

represent actual amounts associated with other terms of the mortgage

being considered)

                                        LENDER LETTERHEAD

                                                                                        January 28, 1990

Washington, D. C.  Office

Department of Housing

  and Urban Development

451 Seventh Street.  S. W. 

Washington, D. C.  20410

To Whom it may Concern:

   Permission is requested to extend the term of the mortgage insured

under FHA Case Number 123-456789-203 to January 1, 2030.   The present

maturity date is January 1, 2010.   A copy of the proposed recasting

agreement is attached. 

        The principal borrower recently suffered injuries not covered by

insurance in a serious accident.   He was hospitalized and without income

for seven months and the mortgage is now in default, with the date of

default at August 1, 1989.   The total monthly payments, including current

escrow requirements, are $889. 52, and the total of delinquent payments is

$6226. 64.   The unpaid principal balance is $52,685. 32.   In addition, there

are $249. 06 in accrued but unpaid late charges, unpaid escrows not

representing advances total $324. 86, we have advanced a total of $824. 86 to

cover escrow items, and there is a total of $4285. 38 in unpaid interest. 

After recasting the new principal balance will be $58369. 48.   Of this

amount, $324. 86 will be deposited in the borrower's escrow account. 

        The borrower has returned to work, but at a drastically reduced rate

of pay.   The attitude of the borrower and his family is excellent, and they

are clearly willing to make the maximum payments consistent with their

reduced income.   Before the borrower's injury, no payment had been more

than ten days late since the inception of the loan. 

        If the term of the mortgage is extended by ten years, the maximum

permitted without your approval, the monthly payment, including current

escrow requirements, would be reduced to $869. 28.   This is still more than

the family is capable of paying.   If this request is approved, however, the

monthly payments would be reduced to $825. 42.   We have every reason to believe

that the borrowers both could and would make those reduced payments. 

Your prompt attention to this request will be appreciated. 

                                                Sincerely,

                              Signature and typed name and title

APPENDIX 6 Application for Insurance Benefits

 Single Family Application
 for Insurance Benefits

APPENDIX 7 Approval of Purchaser and Release of Seller

 Approval of Purchaser
 and Release of Seller

APPENDIX 8  Disclosure Statement - HECMS

 Notice to Mortgagor at Loan Closing

 Regarding Prepayment

 Line of Credit Payments

Mortgagor: ______________________________ Date: _____________________

Address: ________________________________ Loan#: ____________________

 ________________________________ FHA#: ____________________

 This notice is to advise you of the requirements that must be followed

to accomplish a prepayment of your mortgage, and to prevent accrual of any

interest after the date of prepayment. 

 You may prepay any or all of the outstanding indebtedness due under

your mortgage at any time, without penalty.  However, under the line of

credit option, you may prepay your mortgage after giving two weeks notice

to the mortgagee.  If the mortgagee accepts the prepayment without two

weeks notice, interest may be charged on the prepaid amount for a two week

period after the date of notice.  Otherwise, no interest shall be charged

on the prepaid amount after the date of prepayment. 

APPENDIX 8(A) DISCLOSURE STATEMENT

 Notice to Mortgagor at Loan Closing

 Regarding Prepayment

Mortgagor: ______________________________ Date: _____________________

Address: ________________________________ Loan#: ____________________

 ________________________________ FHA#: ____________________

 This notice is to advise you of the requirements that must be followed

to accomplish a prepayment of your mortgage, and to prevent accrual of any

interest after the date of prepayment. 

 You may prepay any or all of the outstanding indebtedness due under

your mortgage at any time, without penalty.  However, to avoid the accrual

of interest on any prepayment after the date of the prepayment, the

prepayment must be received on the installment due date (the first day of

the month). 

[Instructions: Lender may use either of these options in its notice. ]

 (1) Otherwise, your payment will be refused until the next

 installment due date and interest will be charged to that date. 

 (2) Otherwise, you may be required to pay interest on the amount

 prepaid through the end of the month. 

 _________________________

 Mortgagee
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APPENDIX 8(B)

 DISCLOSURE STATEMENT

 Annual Disclosure Notice to Mortgagor

Mortgagor: ______________________________ Date: _____________________

Address: ________________________________ Loan#: ____________________

 ________________________________ FHA#: ____________________

 This notice is to advise you of requirements that must be followed to

accomplish a prepayment of your mortgage, and to advise you of requirements

you must fulfill upon prepayment to prevent accrual of any interest after

the date of prepayment. 

 The amount listed below is the amount outstanding on the loan for

prepayment of the indebtedness due under your mortgage.  This amount is

good through _____(date)_____.  (The amount provided is subject to further

accounting adjustments.  Also, any mortgage payments received or advances

made by us before the stated expiration date will change the prepayment

amount. )

$_________________ (amount)

 [For A Mortgage Insured Before August 2, 1985, Insert: ]

 You may prepay your mortgage at any time without penalty.  However,

you are required to provide a written 30-day advance notice of prepayment. 

In order to avoid the accrual of interest on any prepayment after the date

of prepayment, the prepayment must be received on the installment due date

(the first day of the month ). 

 [For A Mortgage Insured On or After August 2, 1985, Insert: ]

 You may prepay your mortgage at any time without penalty.  However, in

order to avoid the accrual of interest on any prepayment after the date of

prepayment, the prepayment must be received on the installment due date

(the first day of the month). 
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[Instructions: Lender may use either of these options in its notice. ]

 (1) Otherwise, your prepayment will be refused until the next

 installment due date and interest will be charged to that date. 

 (2)Otherwise, you may be required to pay interest on the amount

prepaid through the end of the month. 

 If you have any questions regarding this notice, please contact

____(name and/or department)_____ at {telephone number)_____. 

 _______________________

 Mortgagee
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APPENDIX 8(C)

 MORTGAGEE NOTICE TO MORTGAGOR

 (In response to prepayment inquiry, request

 for payoff or tender of prepayment in full)

Mortgagor: ______________________________ Date: _____________________

Address: ________________________________ Loan#: ____________________

 ________________________________ FHA#: ____________________

 This is in reply to your ____(date)______ inquiry/request for payoff

figures or offer to tender an amount to prepay in full your FHA-insured

mortgage which this company is servicing. 

 This notice is to advise you of the procedure which will be followed

to accomplish a full prepayment of your mortgage. 

 The _________(mortgagee name) _________ will:

 (a) [ ] accept the full prepayment amount whenever it is paid and

 collect interest only to the date of that payment; or

 (b) [ ] only accept the prepayment on the first day of any month

 during the mortgage term; or accept the prepayment whenever

 tendered with interest paid to the first day of the month

 following the date prepayment is received

 (c) [ ] require at least 30 days prior written notice of your intent

to prepay the mortgage (for mortgagee insured prior to

August 2, 1985).  We consider that the 30-day written notice

has not yet been complied with.  NOTICE MUST BE IN WRITING. 

 (d) [ ] consider that we have received notice of your intended

prepayment and the 30-day notice began to run on

__________(date)_________. 
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 NOTE: It is to your advantage to arrange closings so that the

prepayment reaches us on or before (as close to the end of

the month as possible) the first work day of the month. 

 If you have any questions regarding this notice, please contact

___(name and/or department)____ at ___(telephone number)_____. 

 ___________________________

 Mortgagee

Attachment (Pay off Statement)

Click Here to Download PDF File
APPENDIX 9 A43 SFIS Mortgage Tape Input Instructions HUD-27050-A

 A43 SINGLE FAMILY INSURANCE SYSTEM

 TRANSACTION CODE 7

 MORTGAGE INSURANCE TERMINATION

 MORTGAGE TAPE INPUT INSTRUCTIONS

 DOCUMENT HUD-27050-A (4/90)

 REVISED: MARCH 1991
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 MORTGAGEE TAPE CHARACTERISTICS

DSN: GHAS F22BAY. MTGEE

Record Format: Fixed unblocked

Record Length: 400 characters

Block Size: 400 characters

Density: 1600 BPI

Data Format: EBCDIC

Label: IBM standard label

Record Sequence:

 o Tape Header

 o Batch 1 Header

 Batch 1 Detail Records

 Batch 1 Trailer

 . 

 . 

 . 

 o Batch 35 Header

 Batch 35 Detail Records

 Batch 35 Trailer

 o Tape Trailer

*** EACH TAPE MUST HAVE AN EXTERNAL TAPE LABEL THAT IDENTIFIES THIS TAPE AS

AN F22BAY. MTGEE FILE! ***
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 RECORD TYPE - TAPE HEADER

Transaction Code: 07 Source Document: None

Transaction Name: Terminations Document Version Date: 06/90

For Use By: Mortgagee Tape Sequence: Page 1 of 9

Record Size: 400

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

SPECIAL INSTRUCTIONS:

The tape header is always the first record on a mortgagee tape. 

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

 POSITION

FIELD NO.  FIELD LENGTH FROM THRU DESCRIPTION

 1 Tape ID 6 1 6 Format 'MXXXXX' where XXXXX

 - the first 5 digits of the

 servicing mortgagee number. 

 2 Filler 1 7 7 Key a space. 

 3 Date Tape 6 8 13 Format YYMMDD. 

 Created

 4 Record 2 14 15 Tape header ID.  Key 'TH'. 

 Type

 5 Filler 385 16 400 Skip. 
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 RECORD TYPE - BATCH HEADER

Transaction Code: 07 Source Document: None

Transaction Name: Terminations Document Version Date: 06/90

For Use By: Mortgagee Tape Sequence: Page 2 of 9

Record Size: 400

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

SPECIAL INSTRUCTIONS:

The batch sequence number (field 2) should be in ascending sequence from 1

through 9 and, if necessary, A through Z.  This provides for a total of 35

batches per mortgagee per tape. 

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

 POSITION

FIELD NO.  FIELD LENGTH FROM THRU DESCRIPTION

 1 Batch Header 6 1 6 Format 'MXXXXX' where XXXXX

 - the first 5 digits of the

 servicing mortgagee number. 

 2 Batch Sequence 1 7 7 See special instructions

 Number above. 

 3 Date Created 6 8 13 Format YYMMDD. 

 4 Record Type 2 14 15 Batch header ID.  Key 'BH'. 

 5 Transaction Code 2 16 17 Key '07'. 

 6 Filler 383 18 400 Skip. 
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 RECORD TYPE - DETAIL RECORD

Transaction Code: 07 Source Document: HUD-27050-A

Transaction Name: Terminations Document Version Date: 03/91

For Use By: Mortgagee Tape Sequence: Page 3 of 9

Record Size: 400

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

SPECIAL INSTRUCTIONS:

Enter case number exactly as indicated, including hyphen, and right-fill

case number with Xs to fill all eleven positions. 

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

FIELD DOCUMENT POSITION

NO.  ITEM NO.  FIELD LENGTH FROM THRU DESCRIPTION

 1 2 FHA Case 11 1 11 Alphanumeric.  Left

 Number justify.  Key hyphen. 

 See special instructions

 above. 

 2 Transaction 2 12 13 Key '07'. 

 Code

 3 1 Type of 2 14 15 Numeric.  Values 11, 13,

 Termination 18, 21, and 23.  If

 blank, key '11'. 

 4 3 Mortgagee's 10 16 25 Left justify.  Skip if

 ID blank. 

 5 4 Institution 15 26 40 Alphanumeric.  Left

 Loan justify.  Key as is. 

 Reference No.  Skip if blank. 
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 RECORD TYPE - DETAIL RECORD

Transaction Code: 07 Source Document: HUD-27050-A

Transaction Name: Terminations Document Version Date: 06/90

For Use By: Mortgagee Tape Sequence: Page 4 of 9

Record Size: 400

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

SPECIAL INSTRUCTIONS:

Interest Rate Format

10. 5 10500

 9. 0 09000

 8. 0 08000

If fractions are printed, key the decimal equivalent but do not key the

decimal point.  For example: 10-1/8% - 10125; 9-1/4% = 09250. 

Fraction to decimal equivalents are listed below:

1/8 - 125 1/4 - 250 3/8 - 375 1/2 - 500 5/8 - 625

3/4 - 750 7/8 - 875

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

FIELD DOCUMENT POSITION

 NO.  ITEM NO.  FIELD LENGTH FROM THRU DESCRIPTION

 6 5 Original 7 41 47 Numeric; integers only. 

 Mortgage Right justify; prefix

 Amount with zeros. 

 Skip if blank. 

 7 6 Interest 5 48 52 Format 99V999.  Always

 Rate key five numbers. 

 Do not key decimal point. 

 See special instructions

 above. 

 8 7 Date of 6 53 58 Format MM01YY. 

 Mortgage Skip if blank. 

 Note

 Maturity

 9 8 Date of 1st 6 59 64 Format MM01YY.  Skip if

 Mortgage

 Payment
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 Mortgage Insurance

 Termination
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 RECORD TYPE - DETAIL RECORD

Transaction Code: 07 Source Document: HUD-27050-A

Transaction Name: Terminations Document Version Date: 03/91

For Use By: Mortgagee Tape Sequence: Page 5 of 9

Record Size: 400

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

SPECIAL INSTRUCTIONS:

If Property Owner #1 is a non-person (e. g. , bank, mortgage company), enter

name as shown.  Key as is starting in positions 138 thru 175. 

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

FIELD DOCUMENT POSITION

 NO.  ITEM NO.  FIELD LENGTH FROM THRU DESCRIPTION

 10 9 Date of 6 65 70 Format MMDDYY. 

 Foreclosure or Skip if blank. 

 Deed in Lieu

 11 10 Date Paid-in-Full, 6 71 76 Format MMDDYY. 

 Refinance, or Skip if blank. 

 Voluntary Termination

 12 11a Property 30 77 106 Left justify. 

 Street Address

 13 11b Property City 20 107 126 Left justify. 

 14 11c Property 2 127 128 Two letter

 State abbreviation. 

 See attached

 list of state

 abbreviations. 

 15 11d Property 9 129 137 Left justify.  For

 Zip Code five-digit codes,

 skip positions 134

 thru 137. 

 (Property Owner No.  1)

 16 12a Last Name 22 138 159 Alphanumeric. 

 Left justify. 

 See special

 instructions above. 

 17 12b First Name 15 160 174 Alphanumeric. 

 Left justify. 

 See special

 instructions above. 

 18 12c Middle 1 175 175 Alphabetic. 

 Initial Skip if blank. 

 See special

 instructions above. 
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 RECORD TYPE - DETAIL RECORD

Transaction Code: 07 Source Document: HUD-27050-A

Transaction Name: Terminations Document Version Date: 03/91

For Use By: Mortgagee Tape Sequence: Page 6 of 9

Record Size: 400

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

SPECIAL INSTRUCTIONS:

If Property Owner #2 is a non-person (e. g. , bank, mortgage company), enter

name as shown.  Key as is starting in positions 187 thru 224. 

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

FIELD DOCUMENT POSITION

 NO.  ITEM NO.  FIELD LENGTH FROM THRU DESCRIPTION

 19 12d Social 11 176 186 Alphanumeric. 

 Security Include hyphens. 

 Number or Skip if blank. 

 EIN

 (Property Owner No.  2)

 20 12e Last Name 22 187 208 Alphanumeric.  Left

 justify.  Skip if

 blank.  See special

 instructions above. 

 21 12f First 15 209 223 Alphanumeric.  Left

 Name justify.  Skip if

 blank.  See special

 instructions above. 

 22 12g Middle 1 224 224 Alphanumeric.  Skip if

 Initial blank.  See special

 instructions above. 

 23 12h Social 11 225 235 Alphanumeric. 

 Security Include hyphens. 

 Number or EIN Skip if blank. 

 (Current Mailing Address)

 24 13a Attention 26 236 261 Optional field. 

 Line Do not key 'c/o'. 

 Skip if blank. 

 25 13b Street 30 262 291 Left justify. 

 26 13c City 20 292 311 Left justify. 

 27 13d State 2 312 312 Two letter

 abbreviation.  See

 attached list of state

 abbreviations. 
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 RECORD TYPE - DETAIL RECORD

Transaction Code: 07 Source Document: HUD-27050-A

Transaction Name: Terminations Document Version Date: 06/90

For Use By: Mortgagee Tape Sequence: Page 7 of 9

Record Size: 400

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

FIELD DOCUMENT POSITION

 NO.  ITEM NO.  FIELD LENGTH FROM THRU DESCRIPTION

 28 13e Zip Code 9 314 322 Left justify. 

 For five-digit codes,

 skip positions 319 thru

 322. 

 29 13f Foreign 15 323 337 Optional field. 

 Country Left justify. 

 Skip if blank. 

 30 "More Than 1 338 338 Key 'X' if checked. 

 Two Mortgagors" Skip if blank. 

 Box

 31 Filler 62 339 400 Skip. 
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 RECORD TYPE - BATCH TRAILER

Transaction Code: 07 Source Document: None

Transaction Name: Terminations Document Version Date: 06/90

For Use By: Mortgagee Tape Sequence: Page 8 of 9

Record Size: 400

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

FIELD POSITION

 NO.  FIELD LENGTH FROM THRU DESCRIPTION

 1 Batch Trailer 6 1 6 Format 'MMXXXXX'

 Indicator where XXXXX - the first 5

 digits of the servicing

 mortgagee number. 

 2 Batch Sequence 1 7 7 The same as the batch header

 Number number. 

 3 Date Created 6 8 13 Format YYMMDD. 

 4 Record Type 2 14 15 Batch trailer ID. 

 Key 'BT'. 

 5 Transaction 2 16 17 Key '07'. 

 Code

 6 Number of 7 18 24 Number of detail records keyed

 Records per batch.  Right justify with

 leading zeros. 

 7 Total Dollar 11 25 35 Total original

 Amount mortgage amount for all detail

 records in this batch.  Right

 justify with leading zeros. 

 8 Filler 365 36 400 Skip. 
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 RECORD TYPE - TAPE TRAILER

Transaction Code: 07 Source Document: None

Transaction Name: Terminations Document Version Date: 06/90

For Use By: Mortgagee Tape Sequence: Page 9 of 9

Record Size: 400

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

SPECIAL INSTRUCTIONS:

The tape trailer is always the last record on a mortgagee tape. 

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

FIELD POSITION

 NO.  FIELD LENGTH FROM THRU DESCRIPTION

 1 Tape ID 6 1 6 Format 'MXXXXX' where XXXXX

 - the first 5 digits of the

 servicing mortgagee number. 

 2 Filler 1 7 7 Key a space. 

 3 Date Tape 6 8 13 Format YYMMDD. 

 Created

 4 Record Type 2 14 15 Tape trailer ID.  Key 'TT'. 

 5 Filler 2 16 17 Skip. 

 6 Number of 7 18 24 Number of detail

 Records records keyed, excluding tape

 and batch headers and

 trailers.  Right justify with

 leading zeros. 

 7 Total 11 25 35 Total original

 Dollar mortgage amount for all

 Amount batches on this tape. 

 Right justify with

 leading zeros. 

 8 Filler 365 36 400 Skip. 
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 UNITED STATES POSTAL SERVICE

 STATE AND TERRITORY ABBREVIATIONS

Alabama AL North Carolina NC

Alaska AK North Dakota ND

Arizona AZ Ohio OH

Arkansas AR Oklahoma OK

California CA Oregon OR

Colorado CO Pennsylvania PA

Connecticut CT Rhode Island RI

Delaware DE South Carolina SC

District of Columbia DC South Dakota SD

Florida FL Tennessee TN

Georgia GA Texas TX

Hawaii HI Utah UT

Idaho ID Vermont VT

Illinois IL Virginia VA

Indiana IN Washington WA

Iowa IA West Virginia WV

Kansas KS Wisconsin WI

Kentucky KY Wyoming WY

Louisiana LA

Maine ME American Samoa AS

Maryland MD Guam GU

Massachusetts MA Marshall Islands TT

Michigan MI Northern Mariana Islands CM

Minnesota MN Palau TT

Mississippi MS Puerto Rico PR

Missouri MO Virgin Islands VI

APPENDIX 10 FHA Homeowners Fact Sheet

 FHA Homeowners Fact Sheet
 APPENDIX 10

 APPENDIX 10(A)

======================================================================

 REVISED MIP REFUND FACTORS

______________________________________________________________________

 YEAR 1 YEAR 4 YEAR 7

____________________ ___________________ ___________________

 Month 1 0. 9917 Month 37 0. 5840 Month 73 0. 0770

 Month 2 0. 9833 Month 38 0. 5660 Month 74 0. 0700

 Month 3 0. 9750 Month 39 0. 5480 Month 75 0. 0630

 Month 4 0. 9667 Month 40 0. 5300 Month 76 0. 0560

 Month 5 0. 9583 Month 41 0. 5120 Month 77 0. 0490

 Month 6 0. 9500 Month 42 0. 4940 Month 78 0. 0420

 Month 7 0. 9417 Month 43 0. 4760 Month 79 0. 0350

 Month 8 0. 9333 Month 44 0. 4580 Month 80 0. 0280

 Month 9 0. 9250 Month 45 0. 4400 Month 81 0. 0210

 Month 10 0. 9167 Month 46 0. 4220 Month 82 0. 0140

 Month 11 0. 9063 Month 47 0. 4040 Month 83 0. 0070

 Month 12 0. 9000 Month 48 0. 3860 Month 84 0. 0000

____________________ ___________________ ___________________

 YEAR 2 YEAR 5 YEAR 8

____________________ ___________________ ___________________

 Month 13 0. 8917 Month 49 0. 3720 Month 85

 Month 14 0. 8833 Month 50 0. 3580 and beyond 0. 0000

 Month 15 0. 8750 Month 51 0. 3440

 Month 16 0. 8667 Month 52 0. 3300

 Month 17 0. 8583 Month 53 0. 3160

 Month 18 0. 8500 Month 54 0. 3020

 Month 19 0. 8417 Month 55 0. 2880

 Month 20 0. 8333 Month 56 0. 2740

 Month 21 0. 8250 Month 57 0. 2600

 Month 22 0. 8167 Month 58 0. 2460

 Month 23 0. 8083 Month 59 0. 2320

 Month 24 0. 8000 Month 60 0. 218O

____________________ ___________________ ___________________

 YEAR 3 YEAR 6

____________________ ___________________ ___________________

 Month 25 0. 7835 Month 61 0. 2068

 Month 26 0. 7670 Month 62 0. 1957

 Month 27 0. 7505 Month 63 0. 1845

 Month 28 0. 7340 Month 64 0. 1733

 Month 29 0. 7175 Month 65 0. 1622

 Month 30 0. 7010 Month 66 0. 1510

 Month 31 0. 6845 Month 67 0. 1398

 Month 32 0. 6680 Month 68 0. 1287

 Month 33 0. 6515 Month 69 0. 1175

 Month 34 0. 6350 Month 70 0. 1063

 Month 35 0. 6185 Month 71 0. 0952

 Month 36 0. 6020 Month 72 0. 0840

APPENDIX 11 Application for Premium Refund or Distributive Share Payment 

NOTE:  Added 5/27/2007, this form is not available for public distribution.   Contact the Help Desk at 1-(800) 697-6967 or email  sf_premiums@hud. gov
 Application for Premium Refund or
 Distributive Share Payment

APPENDIX 12 ASSUMPTION REQUIREMENTS

===========================================================================

 INVESTOR INVESTOR OWNER-OCCUPANT OWNER-OCCUPANT

 ASSUMING ASSUMING ASSUMING ASSUMING

 FROM FROM FROM FROM

 INVESTOR OWNER-OCCUPANT INVESTOR OWNER-OCCUPANT

FORM HUD-92900

SIGNED PRIOR

TO 2/01/86

_______________

PAY DOWN TO NO NO NO NO

 75% LTV?

CREDITWORTHINESS NO NO NO NO

REVIEW NECESSARY?

FORM HUD-92900

SIGNED ON OR

AFTER 12/01/86

BUT PRIOR TO

 02/05/88

_______________

PAY DOWN TO NO NO NO NO

 75% LTV?

CREDITWORTHINESS THE FIRST THE FIRST THE FIRST THE FIRST

REVIEW NECESSARY? 24 MONTHS 12 MONTHS 24 MONTHS 12 MONTHS

 AFTER AFTER AFTER AFTER

 SETTLEMENT SETTLEMENT SETTLEMENT SETTLEMENT

MORTGAGE EXECUTED *

ON OR AFTER 02/05/88

BUT PRIOR TO 12/15/89

_______________

PAY DOWN TO YES, IF YES, IF N/A N/A

 75% LTV? ORIGINAL ORIGINAL

 BORROWER BORROWER

 IS RELEASED IS RELEASED

CREDITWORTHINESS THE FIRST THE FIRST THE FIRST THE FIRST

REVIEW 24 MONTHS 12 MONTHS 24 MONTHS 12 MONTHS

NECESSARY? ** AFTER AFTER AFTER AFTER

 SETTLEMENT SETTLEMENT SETTLEMENT SETTLEMENT
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 ASSUMPTION REQUIREMENTS

===========================================================================

 INVESTOR INVESTOR OWNER-OCCUPANT OWNER-OCCUPANT

 ASSUMING ASSUMING ASSUMING ASSUMING

 FROM FROM FROM FROM

 INVESTOR OWNER-OCCUPANT INVESTOR OWNER-OCCUPANT

APPRAISAL APPROVED

ON OR AFTER

12/15/89 ***

_______________

PAY DOWN TO NOT NOT N/A NO

 75% LTV? ELIGIBLE ELIGIBLE

CREDITWORTHINESS NOT NOT N/A FOR THE

REVIEW NECESSARY? ELIGIBLE ELIGIBLE LIFE OF THE

 MORTGAGE

===========================================================================

* In escrow states this date is the date of escrow closing

** Please note that the creditworthiness review is required if there is a

 request by the seller to be released from liability. 

*** Conditional Commitment issued by HUD or Statement of Appraised Value

 approved by DE underwriter. 

APPENDIX 13(A)  Assumption of Mortgages Release of Personal Liability

 NOTICE TO HOMEOWNER

 Assumption of HUD/FHA Insured Mortgages

 Release of Personal Liability

 You are legally obligated to make the monthly payments required

by your mortgage (deed of trust) and promissory note. 

 The Department of Housing and Urban Development (HUD) has acted

to keep investors and non-creditworthy purchasers from acquiring

one-to-four family residential properties covered by certain

FHA-insured mortgages.  There are minor exceptions to the restriction

on investors: loans to public agencies and some non-profit

organizations, Indian tribes or servicepersons; and loans under

special mortgage insurance programs for property sold by HUD,

rehabilitation loans or refinancing of insured mortgages.  Your lender

can advise you if you are included in one of these exceptions. 

 HUD will therefore direct the lender to accelerate this

 FHA-insured mortgage loan if all or part of the property is sold or

 transferred to a purchaser or recipient (1) who will not occupy

 * the property as his or her principal residence, or (2) who does *

 occupy the property but whose credit has not been approved in

 accordance with HUD requirements.  This policy will apply except for

 certain sales or transfers where acceleration is prohibited by law. 

 When a loan is accelerated, the entire balance is declared

 "immediately due and payable. " Since HUD will not approve the sale of

 the property covered by this mortgage to an investor or to a person

 whose credit has not been approved, you, the original homeowner, would

 remain liable for the mortgage debt even though the title to the

 property might have been transferred to the new buyer. 

 Even if you sell your home by letting an approved purchaser (that

 is, a creditworthy owner-occupant) assume your mortgage, you are still

 liable for the mortgage debt unless you obtain a release from

 liability from your mortgage lender.  FHA-approved lenders have been

 instructed by HUD to prepare such a release when an original homeowner

 sells his or her property to a creditworthy purchaser who executes an

 agreement to assume and pay the mortgage debt and thereby agrees to

 become the substitute
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mortgagor.  The release is contained in Form HUD-92210-1, ("Approval

of Purchaser and Release of Seller").  You should ask for it if the

mortgage lender does not provide it to you automatically when you sell

your home to a creditworthy owner-occupant purchaser who executes an

agreement to assume personal liability for the debt.  When this form

is executed, you are no longer liable for the mortgage debt. 

 *-*-*-*-*
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 NOTICE TO HOMEOWNER

 Assumption of HUD/FHA Insured Mortgages

 Release of Personal Liability

 You are legally obligated to make the monthly payments required

by your mortgage (deed of trust) and promissory note. 

 The Department of Housing and Urban Development (HUD) has acted

to keep investors and non-creditworthy purchasers from acquiring

one-to-four family residential properties covered by certain

FHA-insured mortgages.  There are minor exceptions to the restriction

on investors: loans to public agencies and some non-profit

organizations, Indian tribes or servicepersons; and loans under

special mortgage insurance programs for property sold by HUD,

rehabilitation loans or refinancing of insured mortgages.  Your lender

can advise you if you are included in one of these exceptions. 

 HUD will therefore direct the lender to accelerate this

FHA-insured mortgage loan if all or part of the property is sold or

transferred to a purchaser or recipient (1) who will not occupy the

property as his or her principal or secondary residence, or (2) who

does occupy the property but whose credit has not been approved in

accordance with HUD requirements.  This policy will apply except for

certain sales or transfers where acceleration is prohibited by law. 

 When a loan is accelerated, the entire balance is declared

"immediately due and payable. " Since HUD will not approve the sale of

the property covered by this mortgage to an investor or to a person

whose credit has not been approved, you, the original homeowner, would

remain liable for the mortgage debt even though the title to the

property might have been transferred to the new buyer. 

 Even if you sell your home by letting an approved purchaser (that

is, a creditworthy owner-occupant) assume your mortgage, you are still

liable for the mortgage debt unless you obtain a release from

liability from your mortgage lender.  FHA-approved lenders have been

instructed by HUD to prepare such a release when an original homeowner

sells his or her property to a creditworthy purchaser who executes an

agreement to assume and
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pay the mortgage debt and thereby agrees to become the substitute

mortgagor.  The release is contained in Form HUD-92210-1, ("Approval

of Purchaser and Release of Seller").  You should ask for it if the

mortgage lender does not provide it to you automatically when you sell

your home to a creditworthy owner-occupant purchaser who executes an

agreement to assume personal liability for the debt.  When this form

is executed, you are no longer liable for the mortgage debt. 

APPENDIX 14 REVISED Notice to Homeowner

 Assumption of HUD/FHA Insured Mortgages

 You are legally obligated to make the monthly payments required

by your mortgage (deed of trust) and promissory note. 

 If you sell your home by letting a purchaser assume your

mortgage, you are still liable for the mortgage debt unless you obtain

a release from liability from your mortgage lender.  You may obtain a

release from liability by (1) making your request for the release in

writing, (2) having the credit of your purchaser approved by HUD/FHA

or your lender, (3) requesting that the purchaser of your property

execute an agreement to assume and pay the mortgage debt thereby

agreeing to become the substitute mortgagor and (4) having your lender

complete Form HUD 92210-1 "Approval of Purchaser and Release of

Seller. "

 If your mortgage was closed on or after December 1, 1986 and you

sell your property but do not obtain a release from liability and if

the purchaser assumes responsibility for the debt rather than merely

taking title subject to the mortgage, then both you and the purchaser

of your property will be liable, both individually and jointly, for

any default for a period of 5 years following the date of assumption. 

After 5 years, only the purchaser will remain liable unless the

mortgage is in default at the time the 5 year period expires.  If the

purchaser takes title subject to the mortgage without assuming

personal liability for the debt, you will remain liable for the full

term of the loan. 

 If you wish to pursue being released from liability, you should

get in touch with your mortgage lender. 

 Questions concerning your release from liability should be

directed to your mortgage lender or you should get in touch with the

Housing Management Staff of your local HUD Office.  Your lender can

provide you with the address of the HUD Office which has jurisdiction

over your property. 

APPENDIX 15  Request for Credit Approval or Substitute Mortgagor

__________________________________________________________________________

 Request for Credit Approval
 of Substitute Mortgagor

APPENDIX 16 A43 SFIS Change of Mortgagor Tape Input Instructions

 A43 SINGLE FAMILY INSURANCE SYSTEM

 TRANSACTION CODE 06

 CHANGE OF MORTGAGOR

 MORTGAGEE TAPE INPUT INSTRUCTIONS

 DOCUMENT HUD-92080 (5/80)

 Revised: May 1992
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 MORTGAGEE TAPE CHARACTERISTICS

DSN: GHAS. F22BAX. MTGEE

Record Format: Fixed unblocked

Record Length: 320 characters

Block Size: 320 characters

Density: 1600 BPI

Data Format: EBCDIC

Label: IBM standard label

Record Sequence:

 o Tape Header

 o Batch 1 Header

 Batch 1 Detail Records

 Batch 1 Trailer

 . 

 . 

 . 

 o Batch 35 Header

 Batch 35 Detail Records

 Batch 35 Trailer

 o Tape Trailer
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 Record Type - Tape Header

Transaction Code: 06

Transaction Name: Change of Mortgagor Source Document: None

For Use By: Mortgagee Tape Document Version Date: 06/90

Record Size: 320 Sequence: Page 1 of 6

SPECIAL INSTRUCTIONS: The tape header is always the first record on a

mortgagee tape. 

FIELD POSITION

NO.  FIELD LENGTH FROM THRU DESCRIPTION

 1 Tape ID 6 1 6 'MXXXXX' where 'XXXXX'

 equals the first 5

 digits of the servicing

 mortgagee number. 

 2 Filler 1 7 7 Enter a space. 

 3 Date Tape Created 6 8 13 Format YYMMDD. 

 4 Record Type 2 14 15 Tape header ID. 

 Enter 'TH'. 

 5 Filler 305 16 320 Leave blank. 
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 Record Type - Batch Header

Transaction Code: 06

Transaction Name: Change of Mortgagor Source Document: None

For Use By: Mortgagee Tape Document Version Date: 06/90

Record Size: 320 Sequence: Page 2 of 6

SPECIAL INSTRUCTIONS: The Batch Number (field 2) should be in ascending

sequence from '1' through '9' and, if necessary, 'A' through 'Z'.  This

provides for a total of 35 batches per mortgagee per tape. 

 POSITION

FIELD NO.  FIELD LENGTH FROM THRU DESCRIPTION

 1 Batch Header 6 1 6 'MXXXXX' where

 Indicator 'XXXXX' equals the

 first five digits of

 the servicing

 mortgagee number. 

 2 Batch Number 1 7 7 See special

 instructions above. 

 3 Date Created 6 8 13 Format YYMMDD. 

 4 Record Type 2 14 15 Batch header ID. 

 Enter 'BH'. 

 5 Transaction Code 2 16 17 Enter '06'. 

 6 Filler 303 18 320 Leave blank. 
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 Mortgage Record Change

 Record Type - Detail Record

Transaction Code: 06

Transaction Name: Change of Mortgagor Source Document: HUD-92080 (5/80)

For Use By: Mortgagee Tape Document Version Date: 06/90

Record Size: 320 Sequence: Page 3 of 6

SPECIAL INSTRUCTIONS:

 OLD CASE NUMBER OLD CASE NUMBER

NEW CASE NUMBER OLD CASE NUMBER (Sections 903, (Sections 219,221

(All Sections) (Section 203) 213) 809,220,222,810)

_______________ _______________ _______________ _________________

1-3 State Off.  1-2 State Off.  1-3 State Off.  1-6 Serial No. 

4 '-' 3 '-' 4 '-' 7 '-'

5-10 Serial No.  4-9 Serial No.  5-9 Serial No.  8-9 State Off. 

11 Check Digit 10-11 'XX' 10-11 'XX' 10-11 'XX'

 If none,

 punch 'X'

FIELD DOCUMENT POSITION

 NO.  ITEM NO.  FIELD LENGTH FROM THRU DESCRIPTION

 1 3 FHA Case Number 11 1 11 See special

 instructions

 above. 

 2 Filler 4 12 15 Leave blank. 

 3 Transaction Code 2 16 17 Enter '06'. 

 4 Filler 7 18 24 Leave blank. 

 5 2 Original Amount 6 25 30 Enter dollars only. 

 of Mortgage Right justify. 

 Prefix with zeros. 

 If blank, skip. 

 6 8 Date of Transfer 6 31 36 Format MMDDYY.  If

 Number blank use

 date in block 7. 

 If blocks 7 and 8

 are blank, enter

 current date. 

 7 Filler 1 37 37 Enter space.  If

 blank, skip. 

 8 12 Servicer Mortgagee 5 38 42 If blank, skip. 

 Number

 9 4 Name of New 22 43 64 Last name, first

 name, Mortgagor

 middle initial. 

 If blank, skip. 
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APPENDIX 16 

 Record Type - Detail Record

Transaction Code: 06

Transaction Name: Change of Mortgagor Source Document: HUD-92080 (5/80)

For Use By: Mortgagee Tape Document Version Date: 05/92

Record Size: 320 Sequence: Page 4 of 6

FIELD DOCUMENT POSITION

 NO.  ITEM NO.  FIELD LENGTH FROM THRU DESCRIPTION

 10 Social Security 11 65 75 Left justify. 

 Number or EIN Key as is. 

 of New Mortgagor Include hyphens. 

 11 Property Street 26 76 101 Left justify. 

 12 Property City 24 102 125 Left justify. 

 13 Property State 2 126 127 2-letter

 abbreviation. 

 See attachment. 

 14 Property Zip 9 128 136 Left justify. 

 Ignore hyphen. 

 15 Institution 15 137 151 Left justify. 

 Reference Number

 16 Filler 169 152 320 Leave blank. 
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 UNITED STATES POSTAL SERVICE

 STATE AND TERRITORY ABBREVIATIONS

Alabama AL North Carolina NC

Alaska AK North Dakota ND

Arizona AZ Ohio OH

Arkansas AR Oklahoma OK

California CA Oregon OR

Colorado CO Pennsylvania PA

Connecticut CT Rhode Island RI

Delaware DE South Carolina SC

District of Columbia DC South Dakota SD

Florida FL Tennessee TN

Georgia GA Texas TX

Hawaii HI Utah UT

Idaho ID Vermont VT

Illinois IL Virginia VA

Indiana IN Washington WA

Iowa IA West Virginia WV

Kansas KS Wisconsin WI

Kentucky KY Wyoming WY

Louisiana LA

Maine ME American Samoa AS

Maryland MD Guam GU

Massachusetts MA Marshall Islands TT

Michigan MI Northern Mariana Islands CM

Minnesota MN Palau TT

Mississippi MS Puerto Rico PR

Missouri MO Virgin Islands VI

Montana MT

Nebraska NE

Nevada NV

New Hampshire NH

New Jersey NJ

New Mexico NM

New York NY
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 Record Type - Batch Trailer

Transaction Code: 06

Transaction Name: Change of Mortgagor Source Document: None

For Use By: Mortgagee Tape Document Version Date: 06/90

Record Size: 320 Sequence: Page 5 of 6

 POSITION

FIELD NO.  FIELD LENGTH FROM THRU DESCRIPTION

 1 Batch Trailer 6 1 6 'MXXXXX' where

 Indicator 'XXXXX' equals the

 first 5 digits of the

 servicing mortgagee

 number. 

 2 Batch Number 1 7 7 The same as the batch

 header number. 

 3 Date Created 6 8 13 Format YYMMDD. 

 4 Record Type 2 14 15 Batch trailer ID. 

 Enter 'BT'. 

 5 Transaction Code 2 16 17 Enter '06'

 6 Number of Records 7 18 24 Number of detail

 records per batch. 

 Right justify

 with leading zeros. 

 7 Total Dollar Amount 11 25 35 Total original

 mortgage amount

 for each batch. 

 Right justify with

 leading zeros. 

 8 Filler 285 36 320 Leave blank. 
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 Record Type - Tape Trailer

Transaction Code: 06

Transaction Name: Change of Mortgagor Source Document: None

For Use By: Mortgagee Tape Document Version Date: 06/90

Record Size: 320 Sequence: Page 6 of 6

SPECIAL INSTRUCTIONS: The tape trailer is always the last record on a

mortgagee tape. 

 POSITION

FIELD NO.  FIELD LENGTH FROM THRU DESCRIPTION

 1 Tape ID 6 1 6 'MXXXXX' where 'XXXXX'

 equals the first 5

 digits of the

 servicing

 mortgagee number. 

 2 Filler 1 7 7 Enter a space. 

 3 Date Tape Created 6 8 13 Format YYMMDD. 

 4 Record Type 2 14 15 Tape trailer ID. 

 Enter 'TT'. 

 5 Filler 2 16 17 Leave blank. 

 6 Number of Records 7 18 24 Number of detail

 records, excluding

 tape and batch

 headers and trailers. 

 Right justify with

 leading zeros. 

 7 Total Dollar Amount 11 25 35 Total original

 mortgage amount. 

 Integer field. 

 Right justify with

 leading zeros. 

 8 Filler 285 36 320 Leave blank. 
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APPENDIX 16

 A43 SINGLE FAMILY INSURANCE SYSTEM

 TRANSACTION CODE 05

 CHANGE OF HOLDING MORTGAGEE OR SERVICER

 MORTGAGEE TAPE INPUT INSTRUCTIONS

 DOCUMENT HUD-92080 (5/80)

 Revised: May 1992
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 APPENDIX 16

 MORTGAGEE TAPE CHARACTERISTICS

DSN: GHAS. F22BAX. MTGEE

Record Format: Fixed unblocked

Record Length: 320 characters

Block Size: 320 characters

Density: 1600 BPI

Data Format: EBCDIC

Label: IBM standard label

Record Sequence:

 o Tape Header

 o Batch 1 Header

 Batch 1 Detail Records

 Batch 1 Trailer

 . 

 . 

 . 

 o Batch 35 Header

 Batch 35 Detail Records

 Batch 35 Trailer

 o Tape Trailer
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 Record Type - Tape Header

Transaction Code: 05 Source Document: None

Transaction Name: Change of Holding Document Version Date: 06/90

 Mortgagee or Servicer Sequence: Page 1 of 6

For Use By: Mortgagee Tape

Record Size: 320

SPECIAL INSTRUCTIONS: The tape header is always the first record on a

mortgagee tape. 

 POSITION

FIELD NO.  FIELD LENGTH FROM THRU DESCRIPTION

 1 Tape ID 6 1 6 'MXXXXX' where

 'XXXXX' equals the

 first 5 digits of

 the servicing

 mortgagee number. 

 2 Filler 1 7 7 Enter a space. 

 3 Date Tape Created 6 8 13 Format YYMMDD. 

 4 Record Type 2 14 15 Tape header ID. 

 Enter 'TH'. 

 5 Filler 305 16 320 Leave blank. 
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 Record Type - Batch Header

Transaction Code: 05

Transaction Name: Change of Holding

 Mortgagee or Servicer Source Document: None

For Use By: Mortgagee Tape Document Version Date: 06/90

Record Size: 320 Sequence: Page 2 of 6

SPECIAL INSTRUCTIONS: The Batch Number (field 2) should be in ascending

sequence from '1' through '9' and, if necessary, 'A' through 'Z'.  This

provides for a total of 35 batches per mortgagee per tape. 

 POSITION

FIELD NO.  FIELD LENGTH FROM THRU DESCRIPTION

 1 Batch Header 6 1 6 'MXXXXX' where

 Indicator 'XXXXX' equals the

 first five digits

 of the servicing

 mortgagee number. 

 2 Batch Number 1 7 7 See special

 instructions above. 

 3 Date Created 6 8 13 Format YYMMDD. 

 4 Record Type 2 14 15 Batch header ID. 

 Enter 'BH'. 

 5 Transaction Code 2 16 17 Enter '05'

 6 Filler 303 18 320 Leave blank. 
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__________________________________________________________________________

 Mortgage Record Change

__________________________________________________________________________

 Record Type - Detail Record

Transaction Code: 05

Transaction Name: Change of Mortgagor

 Mortgagee or Servicer Source Document: HUD-92080 (5/80)

For Use By: Mortgagee Tape Document Version Date: 01/91

Record Size: 320 Sequence: Page 3 of 6

SPECIAL INSTRUCTIONS:

 OLD CASE NUMBER OLD CASE NUMBER

NEW CASE NUMBER OLD CASE NUMBER (Sections 903, (Sections 219,221

(All Sections) (Section 203) 213) 809,220,222,810)

_______________ _______________ _______________ _________________

1-3 State Off.  1-2 State Off.  1-3 State Off.  1-6 Serial No. 

4 '-' 3 '-' 4 '-' 7 '-'

5-10 Serial No.  4-9 Serial No.  5-9 Serial No.  8-9 State Off. 

11 Check Digit 10-11 'XX' 10-11 'XX' 10-11 'XX'

 If none,

 punch 'X'

FIELD DOCUMENT POSITION

 NO.  ITEM NO.  FIELD LENGTH FROM THRU DESCRIPTION

 1 3 FHA Case Number 11 1 11 See special

 instructions above. 

 2 Filler 4 12 15 Leave blank. 

 3 Transaction Code 2 16 17 Enter '05'. 

 4 1 Type of Action 2 18 19 If block 1, "SALE

 OF MORTGAGE" box is

 checked, punch '04'. 

 If block 1, "CHANGE

 OF SERVICER" box is

 checked, punch '05'. 

 If both boxes are

 checked in block 1,

 punch '04'. 

 DO NOT leave this

 field blank; punch

 either '04' or '05'. 

 5 10 New Holding

 Mortgagee Number 5 20 24 Enter zeros if no

 code indicated. 

 6 2 Original Amount 6 25 30 Enter dollars only. 

 of Mortgage Right justify. 

 Prefix with zeros. 

 If blank, skip. 

__________________________________________________________________________
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APPENDIX 16

 Record Type - Detail Record

Transaction Code: 05 Source Document: HUD-92080 (5/80)

Transaction Name: Change of Holding Document Version Date: 5/92

 Mortgagee or Servicer Sequence: Page 4 of 6

For Use By: Mortgagee Tape

Record Size: 320

FIELD DOCUMENT POSITION

 NO.  ITEM NO.  FIELD LENGTH FROM THRU DESCRIPTION

 7 8 Date of Transfer 6 31 36 Format MMDDYY.  If

 blank, use date in

 block 7.  If blocks

 7 and 8 are blank,

 enter current date. 

 8 Filler 1 37 37 Enter space. 

 9 12 New Servicer 5 38 42 Enter zeros if no

 Mortgagee Number code indicated. 

 10 Property Street 26 43 68 Left justify. 

 11 Property City 24 69 92 Left justify. 

 12 Property State 2 93 94 2-letter

 abbreviation. 

 See attachment. 

 13 Property Zip 9 95 103 Left justify;

 ignore hyphen. 

 14 Institution 15 104 118 Left justify. 

 Reference Number

 15 Filler 202 119 320 Leave blank. 
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 UNITED STATES POSTAL SERVICE

 STATE AND TERRITORY ABBREVIATIONS

Alabama AL North Carolina NC

Alaska AK North Dakota ND

Arizona AZ Ohio OH

Arkansas AR Oklahoma OK

California CA Oregon OR

Colorado CO Pennsylvania PA

Connecticut CT Rhode Island RI

Delaware DE South Carolina SC

District of Columbia DC South Dakota SD

Florida FL Tennessee TN

Georgia GA Texas TX

Hawaii HI Utah UT

Idaho ID Vermont VT

Illinois IL Virginia VA

Indiana IN Washington WA

Iowa IA West Virginia WV

Kansas KS Wisconsin WI

Kentucky KY Wyoming WY

Louisiana LA

Maine ME American Samoa AS

Maryland MD Guam GU

Massachusetts MA Marshall Islands TT

Michigan MI Northern Mariana Islands CM

Minnesota MN Palau TT

Mississippi MS Puerto Rico PR

Missouri MO Virgin Islands VI

Montana MT

Nebraska NE

Nevada NV

New Hampshire NH

New Jersey NJ

New Mexico NM

New York NY
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 Record Type - Batch Trailer

Transaction Code: 05

Transaction Name: Change of Holding

 Mortgagee or Servicer Source Document: None

For Use By: Mortgagee Tape Document Version Date: 06/90

Record Size: 320 Sequence: Page 5 of 6

 POSITION

FIELD NO.  FIELD LENGTH FROM THRU DESCRIPTION

 1 Batch Trailer 6 1 6 'MXXXXX' where

 Indicator 'XXXXX' equals the

 first 5 digits of

 the servicing

 mortgagee number. 

 2 Batch Number 1 7 7 The same as the

 batch header number. 

 3 Date Created 6 8 13 Format YYMMDD. 

 4 Record Type 2 14 15 Batch trailer ID. 

 Enter 'BT'. 

 5 Transaction Code 2 16 17 Enter '05'. 

 6 Number of Records 7 18 24 Number of detail

 records per batch. 

 Right justify with

 leading zeros. 

 7 Total Dollar 11 25 35 Total original

 Amount mortgage amount for

 each batch.  Right

 justify with leading

 zeros. 

 8 Filler 285 36 320 Leave blank. 

__________________________________________________________________________
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 Record Type - Tape Trailer

Transaction Code: 05

Transaction Name: Change or Holding

 Mortgagee or Servicer Source Document: None

For Use By: Mortgagee Tape Document Version Date: 06/90

Record Size: 320 Sequence: Page 6 of 6

SPECIAL INSTRUCTIONS: The tape trailer is always the last record on a

mortgagee tape. 

 POSITION

FIELD NO.  FIELD LENGTH FROM THRU DESCRIPTION

 1 Tape ID 6 1 6 'MXXXXX' where

 'XXXXX' equals the

 first 5 digits of

 the servicing

 mortgagee number. 

 2 Filler 1 7 7 Enter a space. 

 3 Date Tape Created 6 8 13 Format YYMMDD. 

 4 Record Type 2 14 15 Tape trailer ID. 

 Enter 'TT'. 

 5 Filler 2 16 17 Leave blank. 

 6 Number of Records 7 18 24 Number of detail

 records, excluding

 tape and batch

 headers and

 trailers.  Right

 justify with leading

 zeros. 

 7 Total Dollar Amount 11 25 35 Total original

 mortgage amount. 

 Integer field. 

 Right justify with

 leading zeros. 

 8 Filler 285 36 320 Leave blank. 
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 A43 SINGLE FAMILY INSURANCE SYSTEM

 TRANSACTION CODE 07

 TERMINATIONS

 MORTGAGEE TAPE INPUT INSTRUCTIONS

 DOCUMENT HUD-2344 (2/85)

 Revised: June 1990
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 MORTGAGEE TAPE CHARACTERISTICS

 DSN: GHAS. F22BAX. MTGEE

 Record Format: Fixed unblocked

 Record Length: 320 characters

 Block Size: 320 characters

 Density: 1600 BPI

 Data Format: EBCDIC

 Label: IBM standard label

 Record Sequence:

 o Tape Header

 o Batch 1 Header

 Batch 1 Detail Records

 Batch 1 Trailer

 . 

 . 

 . 

 o Batch 35 Header

 Batch 35 Detail Records

 Batch 35 Trailer

 o Tape Trailer
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 Record Type - Tape Header

Transaction Code: 07 Source Document: None

Transaction Name: Terminations Document Version Date: 06/90

For Use By: Mortgagee Tape Sequence: Page 1 of 7

Record Size: 320

SPECIAL INSTRUCTIONS: The tape header is always the first record on a

mortgagee tape. 

 POSITION

FIELD NO.  FIELD LENGTH FROM THRU DESCRIPTION

 1 Tape ID 6 1 6 'MXXXXX' where

 'XXXXX' equals the

 first 5 digits of

 the servicing

 mortgagee number. 

 2 Filler 1 7 7 Enter a space. 

 3 Date Tape Created 6 8 13 Format YYMMDD. 

 4 Record Type 2 14 15 Tape header ID. 

 Enter 'TH'. 

 5 Filler 305 16 320 Leave blank. 
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 Record Type - Batch Header

Transaction Code: 07 Source Document: None

Transaction Name: Terminations Document Version Date: 06/90

For Use By: Mortgagee Tape Sequence: Page 2 of 7

Record Size: 320

SPECIAL INSTRUCTIONS: The Batch Number (field 2) should be in ascending

sequence from '1' through '9' and, if necessary, 'A' through 'Z'.  This

provides for a total of 35 batches per mortgagee per tape. 

 POSITION

FIELD NO.  FIELD LENGTH FROM THRU DESCRIPTION

 1 Batch Header 6 1 6 'MXXXXX' where

 Indicator 'XXXXX' equals the

 first five digits of

 the servicing

 mortgagee number. 

 2 Batch Number 1 7 7 See special

 instructions above. 

 3 Date Created 6 8 13 Format YYMMDD. 

 4 Record Type 2 14 15 Batch header ID. 

 Enter 'BH'. 

 5 Transaction Code 2 16 17 Enter '07'. 

 6 Filler 303 18 320 Leave blank. 
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 Lenders Request for

 Termination of Home Mortgage Insurance
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 Record Type - Detail Record

Transaction Code: 07 Source Document: HUD-2344 (2/85)

Transaction Name: Terminations Document Version Date: 06/90

For Use By: Mortgagee Tape Sequence: Page 3 of 7

Record Size: 320

SPECIAL INSTRUCTIONS:

 OLD CASE NUMBER OLD CASE NUMBER

NEW CASE NUMBER OLD CASE NUMBER (Sections 903, (Sections 219,221

(All Sections) (Section 203) 213) 809,220,222,810)

_______________ _______________ _______________ _________________

1-3 State Off.  1-2 State Off.  1-3 State Off.  1-6 Serial No. 

4 '-' 3 '-' 4 '-' 7 '-'

5-10 Serial No.  4-9 Serial No.  5-9 Serial No.  8-9 State Off. 

 11 Check Digit 10-11 'XX' 10-11 'XX' 10-11 'XX'

 If none,

 punch 'X'

FIELD DOCUMENT POSITION

 NO.  ITEM NO.  FIELD LENGTH FROM THRU DESCRIPTION

 1 2 FHA Case Number 11 1 11 See special

 instructions above. 

 2 Filler 4 12 15 Leave blank. 

 3 Transaction Code 2 16 17 Enter '07'. 

 4 6 Type of 2 18 19 If Type = Generate

 Termination Prepayment '11'

 Request Maturity '18'

 Voluntary '21'

 Nonconveyance '13'

 5 5 Servicer's Code 5 20 24 Enter 5-digit

 Number Servicer Code.  If

 block 5 is blank,

 enter 5-digit

 Mortgagee Code from

 block 4.  If blocks

 4 and 5 are blank,

 then zero fill. 

 6 7 Original Amount 6 25 30 Integer field. 

 of Mortgage Right justify. 

 Prefix with zeros. 

 7 14 Date of Request 6 31 36 Format MMDDYY. 

 Enter current date. 

 8 Filler 10 37 46 Leave blank. 
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 Record Type - Detail Record

Transaction Code: 07 Source Document: HUD-2344 (2/85)

Transaction Name: Terminations Document Version Date: 06/90

For Use By: Mortgagee Tape Sequence: Page 4 of 7

Record Size: 320

FIELD DOCUMENT POSITION

 NO.  ITEM NO.  FIELD LENGTH FROM THRU DESCRIPTION

 9 Termination Date 4 47 50 Format MMYY by type:

 If Block Enter Date

 6 = From Block

 Prepayment (11) 13

 Maturity (18) 13

 Voluntary (21) 14

 Nonconveyance (13) 15

 10 1 Mortgagee's 24 51 74 Left justify. 

 Reference ID

 11 3 Property Street 26 75 100 Left justify.  See

 Address attachment. 

 12 3 Property City 24 101 124 Left justify.  See

 attachment. 

 13 3 Property State 2 125 126 2-letter abbreviation. 

 See attachment. 

 14 3 Property 9 127 135 Left justify.  Ignore

 Zip Code hyphen in 9-digit

 codes.  With 5-digit

 codes, enter spaces

 positions 132 thru 135. 

 15 17 Mortgagor's Name 35 136 170 Left justify.  See

 attachment. 

 16 17 Attention Line 26 171 196 If none, skip.  If

 present, left justify. 

 Key 'c/o' in

 positions 171-174. 

 See attachment. 

 17 17 Mortgagor's 26 197 222 Left justify. 

 Street Address If none, leave blank. 

 18 17 Mortgagor's 24 223 246 Left justify. 

 City If none, leave blank. 
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 Record Type - Detail Record

Transaction Code: 07 Source Document: HUD-2344 (2/85)

Transaction Name: Terminations Document Version Date: 06/90

For Use By: Mortgagee Tape Sequence: Page 5 of 7

Record Size: 320

FIELD DOCUMENT POSITION

 NO.  ITEM NO.  FIELD LENGTH FROM THRU DESCRIPTION

 19 17 Mortgagor's 2 247 248 2-letter abbreviation. 

 State If none, leave blank. 

 20 17 Mortgagor's 9 249 257 Left justify.  Ignore

 Zip Code hyphen in 9-digit

 codes.  With 5-digit

 codes, enter spaces in

 positions 254 thru 257. 

 If none, leave blank. 

 21 18 1st Mortgagor's 9 258 266 Enter numerics only. 

 SSN If none, enter spaces. 

 22 18 2nd Mortgagor's 9 267 275 Enter numerics only. 

 SSN If none, enter spaces. 

 23 Filler 1 276 276 Enter space. 

 24 8 Interest Rate 5 277 281 Right justify. 

 Prefix with zeros. 

 Format 99. 999. 

 25 9 Due Date of 4 282 285 Format MMYY. 

 First Payment

 to Interest

 and Principal

 26 11 Maturity Date 4 286 289 Format MMYY. 

 27 Filler 31 290 320 Leave blank. 
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 NAME AND ADDRESS FORMAT INSTRUCTIONS - 06/90

Listed below are examples of how names and addresses might appear on Form

HUD-2344, blocks 3 and 17, and how they should be formatted:

NOTES: * All names should be formatted first name, middle initial, last

 name. 

 If the full mortgagor name(s) exceed 35 positions, abbreviate as

necessary.  Try to keep as much of the primary mortgagor's name

as possible. 

 *If full street address exceeds 26 positions, abbreviate as

necessary, e. g. , Drive = Dr, Street = St, etc.  Try to keep all

pertinent address details, such as apartment number, rural route

number, etc. 

NAMES APPEARING IN BLOCK 17 SHOULD BE FORMATTED

THOMAS, Samuel S.  Samuel S Thomas

Charles E.  Mill Jr.  & Rosielee B. , h/w Charles E Jr & Rosielee B Mill

John Smith and Jane Doe John Smith & Jane Doe

c/o Maxwell Davis c/o Maxwell Davis

Pearson Jr. , Phillip C and Phillip C Pearson Jr

Wilson, Leitha D & L D Wilson

Charles E.  Mill & Rosielee B. , h/w Charles E Jr & Rosielee B Mill

c/o Samuel S.  Thomas c/o Samuel S Thomas

Smith, John & Mary John & Mary Smith

c/o Samuel S.  Thomas c/o Samuel S Thomas

ADDRESSES APPEARING IN BLOCKS 3 AND 17 SHOULD BE FORMATTED

15 Fleming Dr. , Apt.  5 15 Fleming Dr Apt 5

Hampton, Virginia 23471 Hampton Va 23471

P. O.  Box 1224-C PO Box 1224-C

Dayton, Oh.  41447-1224 Dayton Oh 414471224

104-02 N.  215th St.  104-02 N 215th St

Baltimore, Md.  19876 Baltimore Md 19876
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 UNITED STATES POSTAL SERVICE

 STATE AND TERRITORY ABBREVIATIONS

Alabama AL North Carolina NC

Alaska AK North Dakota ND

Arizona AZ Ohio OH

Arkansas AR Oklahoma OK

California CA Oregon OR

Colorado CO Pennsylvania PA

Connecticut CT Rhode Island RI

Delaware DE South Carolina SC

District of Columbia DC South Dakota SD

Florida FL Tennessee TN

Georgia GA Texas TX

Hawaii HI Utah UT

Idaho ID Vermont VT

Illinois IL Virginia VA

Indiana IN Washington WA

Iowa IA West Virginia WV

Kansas KS Wisconsin WI

Kentucky KY Wyoming WY

Louisiana LA

Maine ME American Samoa AS

Maryland MD Guam GU

Massachusetts MA Marshall Islands TT

Michigan MI Northern Mariana Islands CM

Minnesota MN Palau TT

Mississippi MS Puerto Rico PR

Missouri MO Virgin Islands VI

Montana MT

Nebraska NE

Nevada NV

New Hampshire NH

New Jersey NJ

New Mexico NM

New York NY
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 Record Type - Batch Trailer

Transaction Code: 07 Source Document: None

Transaction Name: Terminations Document Version Date: 06/90

For Use By: Mortgagee Tape Sequence: Page 6 of 7

Record Size: 320

 POSITION

FIELD NO.  FIELD LENGTH FROM THRU DESCRIPTION

 1 Batch Trailer 6 1 6 'MXXXXX' where

 Indicator 'XXXXX' equals

 first 5 digits of

 the servicing

 mortgagee number. 

 2 Batch Number 1 7 7 The same as the

 batch header number. 

 3 Date Created 6 8 13 Format YYMMDD. 

 4 Record Type 2 14 15 Batch trailer ID. 

 Enter 'BT'. 

 5 Transaction Code 2 16 17 Enter '07'. 

 6 Number of Records 7 18 24 Number of detail

 records per batch. 

 Right justify with

 leading zeros. 

 7 Total Dollar Amount 11 25 35 Total original

 mortgage amount for

 each batch.  Right

 justify with leading

 zeros. 

 8 Filler 285 36 320 Leave blank. 
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 Record Type - Batch Trailer

Transaction Code: 07 Source Document: None

Transaction Name: Terminations Document Version Date: 06/90

For Use By: Mortgagee Tape Sequence: Page 7 of 7

Record Size: 320

SPECIAL INSTRUCTIONS: The tape trailer is always the last record on a

mortgagee tape. 

 POSITION

FIELD NO.  FIELD LENGTH FROM THRU DESCRIPTION

 1 Tape ID 6 1 6 'MXXXXX' where

 'XXXXX' equals

 first 5 digits of

 servicing

 mortgagee number. 

 2 Filler 1 7 7 Enter a space. 

 3 Date Tape Created 6 8 13 Format YYMMDD. 

 4 Record Type 2 14 15 Tape trailer ID. 

 Enter 'TT'. 

 5 Filler 2 16 17 Leave blank. 

 6 Number of Records 7 18 24 Number of detail

 records, excluding

 tape and batch

 headers and

 trailers.  Right

 justify with leading

 zeros. 

 7 Total Dollar Amount 11 25 35 Total original

 mortgage amount. 

 Integer field. 

 Right justify with

 leading zeros. 

 8 Filler 285 36 320 Leave blank. 

APPENDIX 17  Flow Chart on Mortgagee Collection Requirements

__________________________________________________________________________

 FLOW CHART ON MORTGAGEE
 COLLECTION REQUIREMENTS

APPENDIX 18 DELINQUENT AND DEFAULT COUNSELING

 Homeowners behind in their mortgage payments, one or more months, must

be provided with a list of HUD-approved housing counseling agencies in

their state by the bank, mortgagee or mortgage servicing organization. 

This action is required by Section 169 of the Housing and Community

Development Act of 1987. 

 There are no penalties in the Act.  However, the homeowner may request

the Court to stop the foreclosure proceedings until such list is provided

and sufficient time is allowed for counseling.  If foreclosure has

occurred, and the list of HUD-approved housing counseling agencies was not

provided, the homeowner can request the Court for reimbursement for all

losses sustained on account of the foreclosure by the bank, mortgagee or

mortgage servicing organization. 

 The intent of the Act is to provide homeowners with the opportunity of

contacting HUD-approved housing counseling agencies, obtain counseling

advice and assistance and become current in their monthly mortgage

payments. 

 HUD-approved housing counseling agencies provide a screening interview

for the delinquent or defaulting homeowner to determine and identify the

problems and solutions.  This is immediately followed by an intake of the

family background, information on the family's earnings, income from all

sources, assets, debts (including credit card balances past due), and

monthly installment payments.  The homeowner will provide information on

the delinquency or default, and on family housing and living costs. 

 The agency or homeowner will contact each creditor and arrange a

repayment plan, thereby reducing the monthly payments and providing more

funds for the monthly mortgage payment and towards reducing the delinquency

or default.  Additionally, food banks will be tapped to reduce the family's

food costs.  The utility companies will be contacted by the agency for

credits or grants towards reducing unpaid utility bills. 

 All factors that affect the monthly mortgage payment will be treated

by the HUD-approved housing counseling agency.  The agency will immediately

make referrals to local organizations for health and child care, martial

guidance, and job training and placement. 
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 The agency will confer with the bank, mortgagee or mortgage servicing

organization on a repayment plan to bring the mortgage current.  If this

cannot be arranged, the agency will contact the HUD Field Office and confer

on the proposed repayment plan and on the assignment program.  In the

meantime, the agency is providing budgeting and money management for the

homeowner and family. 

 Most agencies provide delinquent and default counseling.  Some

agencies specialize in tenant counseling, shared housing counseling, or in

Home Equity Conversion Mortgage (HECM) counseling.  Regardless, agencies

are advocates for all the parties: HUD, the bank or mortgagee or mortgage

servicing organization and the homeowner.  Although the agency represents

the homeowner, it is responsible to the HUD Field Office that originally

approved the agency and recertifies it annually.  The agency needs to know

HUD programs (including mortgage servicing processing requirements of

banks, mortgagees and mortgage servicing organizations and understand each

of their goals and constraints. 

 In the past, agencies used HUD forms to verify deposits, employment

and other matters.  Currently, such forms are generally not used.  Today,

agencies request the homeowners to provide all the information needed. 

Employment is verified by payroll stubs and other documents, and the

homeowner request the employer to contact the agency.  Many agencies have

contracts with the credit reporting firms for obtaining the necessary

credit reports. 

 Some agencies will accept additional clients if faced with a

tremendous workload.  Other agencies will not accept clients if they are

located outside or beyond the agency's counseling areas.  Some will limit

their counseling to areas within specified zip codes, within city

neighborhoods or to city-wide areas.  Other agencies cover several

counties, and some will establish satellite offices throughout the state

and in the adjoining states.  Under Section 577 of the Cranston-Gonzalez

National Affordable Housing Act (42 USC 12701), dated November 28, 1990,

agencies are required to accept all delinquent homeowners under HUD

programs, conventional mortgage programs, and city, state and county

mortgage programs. 

 Agencies will assist homeowners and the HUD Field Office during the

delinquency and default periods, during the pre-assignment, assignment and

post-assignment periods.  Delinquent and default counseling are sometimes

effective within two or three months.  In many instances, six months or

more of counseling may be needed to bring the client current. 

APPENDIX 19  Letter to Homeowner

______________________________

______________________________

______________________________

______________________________

______________________________

Dear ________________________:

 Your mortgage payment for ________________ and _______________

have not been received and you are in default of your loan.  We would like

to help you avoid a very serious situation.  If these payments are not

received by ____________________________, you run the risk of being

foreclosed on and you could lose your home.  Additionally, a deficiency

judgment could be sought against you to hold you responsible for any loses

that might result.  Please let us help you prevent this situation from

becoming more serious by calling _____________________________ at

_______________________ immediately.  You can reach _______________________

between _____________ and _____________________ Monday through Friday. 

 We want to help you keep your home.  If you missed your mortgage

payments because of a condition beyond your control (such as illness, loss

of your job, or some other serious condition that temporarily made it

impossible for you to make your payments) please let us know so we can work

out a plan for repayment. 

 Read the enclosure entitled "Avoiding Foreclosure" which provides

helpful information on counseling services available as well as answering

many questions commonly asked. 

 If you have already mailed your payment, then please disregard this

notice. 

 Sincerely,

 Collection Department

Enclosure
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 Foreclosure

 What Can and Should You Do

 to Save Your Home?

 __________________________________

 If you are having problems making

your monthly mortgage payments,

you must act immediately. 

 IF YOU DON'T, YOU

MAY LOSE YOUR HOME!

 __________________________________
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 If you are having problems making your monthly mortgage payments,

 you might find some helpful suggestions in this leaflet, but you

 must act immediately.  If you do, you might avoid losing your

 home through foreclosure. 

 Foreclosure is the legal means that your mortgage company may use

to get ownership of your home when you do not make your monthly

mortgage payments.  When foreclosure takes place, the mortgage

company becomes the owner of your home.  You must then move into

other housing.  Under those circumstances, you might find it less

expensive to make your mortgage payments than to rent housing. 

 If your mortgage is foreclosed, you risk being pursued by the

Department of Housing and Urban Development for a deficiency

judgment.  A deficiency judgment is a debt obligation, approved

and recorded by a court of law, that establishes the fact that

even after foreclosure has occurred, you owe additional money on

your former mortgage loan.  This can happen when the proceeds of

the foreclosure auction sale of your mortgaged property are

insufficient to cover the amount you owe at the time your

mortgage is foreclosed.  Existence of a deficiency judgment

considered a "bad mark" on a person's credit history, could

affect your ability to qualify for credit and/or secure another

FHA-insured loan in the future. 

 If you have fallen behind in making your monthly mortgage

payments or if you think you won't be able to keep the payments

current, you should follow the suggestions contained in this

leaflet.  Don't delay.  Even the difference of one day might

determine whether you keep or lose your home.  Do Something Now!

Today!

 What Can and Should You Do to Save Your Home?

 First, call your mortgage company.  Call Collect.  If the company

won't accept a collect call, ask if they have a toll-free number

that you may call.  If neither of these types of calls is

possible, call at your expense and ask to speak with someone in

the mortgage servicing department.  Tell the company

representative you would like to talk about your mortgage

payments.  Explain that you know your payments are overdue and

you are not sure you will be able to bring them current in the

immediate future.  When you call your mortgage company, you

should have available your mortgage loan number and information

(such as loss of income, loss of employment, and unexpected
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 medical bills or other bills) pertaining to your reason for not

being able to make your mortgage payments. 

 If you cannot telephone your mortgage company, write to them. 

Briefly explain the reason why you cannot make your mortgage

payments.  Ask that a representative of the company get in touch

with you as soon as possible.  In your letter to the company

include the telephone number(s) where you can be reached. 

Include the address of the property on which you cannot maintain

the payments.  From the records you have of your mortgage, add to

your letter the number assigned to your mortgage by the company. 

This will help the company to respond to you quickly. 

 When the mortgage company gets in touch with you, cooperate with

them fully.  Provide them with whatever information they request. 

This information will help them to help you.  Be prepared to

share with them the facts about why you can't keep up the

payments and the details about your current and expected future

income.  Without such personal information the mortgage company

may not be able to help you. 

 Second, call a housing counseling agency if there is one in or

near your community.  THE U. S.  DEPARTMENT OF HOUSING AND URBAN

DEVELOPMENT (HUD) has approved more than 475 such agencies and

provides funds to some for the purpose of counseling homeowners

who cannot keep up their payments on mortgages insured by HUD. 

If you do not know whether HUD has insured your mortgage, the

mortgage company can tell you; however, many housing counseling

agencies, including those approved by HUD, offer free housing

counseling to persons with mortgages not insured by HUD. 

 You may obtain information about the location of housing

counseling agencies from a number of sources:

 1. Your mortgage company

 2. Any local HUD office (See list of HUD offices and telephone

numbers in this leaflet. )

 3. The housing authority or housing office for your State,

county or city

 Call the counseling agency and tell them you cannot keep up your

monthly house payments.  Ask for an appointment to discuss your

problem with a housing counselor.  You will find the personnel of

these agencies trained and skilled in assisting persons faced

with the
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 possibility of losing their homes through foreclosure.  Some of

these agencies have had years of experience and have helped many

homeowners avoid foreclosure and save their homes. 

 A housing counseling agency may be able to help you keep your

home, but remember this:

 You Must Act Immediately!

 IF YOUR MORTGAGE IS INSURED BY HUD and you cannot, for any

reason, obtain assistance from your mortgage company or a housing

counseling agency, call the nearest HUD office and ask to speak

to a loan servicing staff person.  The staff person may be able

to assist you in working out a plan with your lender.  You should

also ask them about HUD's mortgage assistance programs.  This is

a possible way of avoiding foreclosure and saving your home.  If

your mortgage is not insured by HUD, you must call your mortgage

company or a housing counseling agency for assistance.  HUD has

authority to work only with mortgage companies that handle

FHA-insured mortgages. 

 If you bought your home with a Veterans Affairs (VA) guaranteed

loan, call the VA office nearest you. 

 Beware of Equity Skimming!

 If you are selling your home without professional guidance or

because you are in financial difficulty, beware of buyers who try

to rush you through the process.  Although an offer may be

perfectly legal and to your satisfaction, be alert to the

following examples of how some "buyers" might take advantage of

you:

 oA "buyer" may approach you and offer to get you out of

trouble by promising to pay your mortgage payments or

promises you a large sum of money when the property is sold. 

This "buyer" often suggests that you move out immediately

and that you give the title to the "buyer" (meaning the

buyer would own the property).  This is usually done by

using a "quit-claim deed".  A "buyer" may also offer to let

you stay in the property or, if you move, rent it to someone

else. 

 oThe "buyer" collects monthly rent, does not make any

mortgage payments, and allows the lending institution to

foreclose on the mortgage. 

 oYou will probably think that you will avoid possible

foreclosure by signing over the property to the
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"buyer".  In addition, you might think that you no longer

have to make any further mortgage payments to the mortgage

company, when, in fact, you still have to do so. 

 oIn the end, you might lose everything except any small down

payments from the "buyer" and may lose your good credit

rating.  By the time the lending institution gets around to

evicting you or the tenants, as the case may be, the "buyer"

has made a profit at your expense. 

 You can avoid being victimized by watching for the following

warning signals:

 oThe prospective "buyer" does not look closely at the house;

but just takes a quick look around and makes an offer right

away. 

 oThe prospective "buyer" does not put up any money, just

gives you a piece of paper, which, in so many words, is an

I. O. U. 

 oThe prospective "buyer" offers a relatively small sum of

money as a down payment and promises more when the house is

sold. 

 You can avoid being victimized by taking the following

precautions:

 oCheck any deal involving your home mortgage with a lawyer

and/or your mortgage company. 

 oTry to get references and credit information from anyone who

offers to bail you out of financial trouble. 

 oCheck with the State Attorney General or the State Real

Estate Commission or the local District Attorney's Consumer

Fraud Unit to see if there are previous complaints filed

against the prospective "buyer". 

 oDon't sign any papers unless you understand what they are. 

Many a homeowner has signed away the deed to his/her home

because the "buyer" told them the papers were something

else. 

 oIf you sign an agreement, make sure you get all the

"promises" in writing. 

 Homeowners with financial difficulties are vulnerable to the

so-called "quick fix".  But, if you want to save your home, don't

be fooled by the equity skimmer.  Seek
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 guidance and assistance from reputable and concerned parties. 

 Things to Remember

 1. Take Immediate Steps to save your home. 

 2. First, call or write to your mortgage company. 

 3. Second, call a housing counseling agency and arrange an

appointment. 

 4. Call your HUD or VA office only after you call your mortgage

company or housing counseling agency and they cannot help

you. 

 5. Cooperate with whatever source of help you call. 

 6. Usually, you don't need a lawyers assistance. 

 7. Do Something About the Problem Now!

 8. If you do Nothing and do not bring your payments current,

you will lose your home. 

 9. Beware of the Equity Skimmer. 

 This publication may be reprinted.  However, in no case may any

change in, deletion of, or addition be made to its contents. 
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 Field Office Addresses and Telephone Numbers

 The first line of the mailing address for all offices is U.  S. 

Department of Housing and Urban Development.  Telephone numbers

listed are not toll free. 

_____________________________________________

Region I (Boston)

_____________________________________________

Boston Regional Office

Room 375

Thomas P.  O'Neill, Jr.  Federal Building

10 Causeway Street

Boston, MA 02222-1092

Commercial No.  (617) 565-5234

_____________________________________________

Field Offices

Hartford Office

First Floor

330 Main Street

Hartford, CT 06106-1860

Commercial No.  (203) 240-4522

Manchester Office

Norris Cotton Federal Building

275 Chestnut Street

Manchester, NH 03101-2467

Commercial No.  (603) 666-7681

Providence Office

Sixth Floor

10 Weybosset Street

Providence, RI 02903-3234

Commercial No.  (401) 528-5351

Bangor Office

99 Franklin Street

Bangor, ME 04401-4925

Commercial No.  (802) 945-0467

Burlington Office

Federal Building

Room B-28

11 Elmwood Avenue

P.  O.  BOX 879

Burlington, VT 05402-0679

Commercial No.  (802) 951-6290
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_____________________________________________

Region II (New York)

_____________________________________________

New York Regional Office

26 Federal Plaza

New York, NY 10278-0068

Commercial No.  (212) 264-6500

_____________________________________________

Field Offices

Albany Office

52 Corporate Circle

Albany, NY 12203

Commercial NO.  (518) 464-4200

Buffalo Office

Lafayette Court

465 Main Street

Buffalo, NY 14203

Commercial No.  (716) 846-5755

Camden Office

Hudson Building

800 Hudson Square - Second Floor

Camden, NJ 08102-1156

Commercial No.  (609) 757-5081

Newark Office

13th Floor

1 Newark Center

Newark, NJ 07102-5260

Commercial No.  (201) 622-7900

_____________________________________________

Region III (Philadelphia)

_____________________________________________

Philadelphia Regional Office

Liberty Square Building

105 South 7th Street

Philadelphia, PA 19106-3392

Commercial No.  (215) 597-2560

_____________________________________________

Field Offices

Baltimore Office

Fifth Floor

City Crescent Building

10 South Howard Street

Baltimore, MD 21201-2505

Commercial No.  (410) 962-2520
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Charleston Office

Suite 708

405 Capitol Street

Charleston, WV 25301-1795

Commercial No.  (304) 347-7000

Pittsburgh Office

Old Post Office Courthouse Building

700 Grant Streets

Pittsburgh, PA 15219-1939

Commercial NO.  (412) 644-6428

Richmond Office

The 3600 Centre

3600 West Broad Street

P. O.  BOX 90331

Richmond, VA 23230-0331

Commercial No.  (804) 278-4507

Washington, DC Office

820 First Street, NE

Washington, DC 20002-4205

Commercial No.  (202) 275-9200

Wilmington Office

Suite 850

824 Market Street

Wilmington, DE 19801-3016

Commercial NO.  (302) 573-6300

_____________________________________________

Region IV (Atlanta)

_____________________________________________

Atlanta Regional Office

Richard B.  Russell Federal Building

75 Spring Street, SW

Atlanta, GA 30303-5136

Commercial NO.  (404) 331-6377

_____________________________________________

Field Offices

Birmingham Office

Beacon Ridge Tower

600 Beacon Parkway West, Suite 300

Birmingham Office

Commercial No.  (205) 290-7617
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Caribbean Office

New San Juan Office Building

159 Carlos E.  Chardon Avenue

San Juan, PR 00918-1804

Commercial No.  (809) 766-5246

Columbia Office

Strom Thurmond Federal Building

1835 Assembly Street

Columbia, SC 29201-2480

Commercial No.  (803) 765-5592

Coral Gables Office

1320 South Dixie Highway

Coral Gables, FL 33146-2911

Commercial No.  (305) 662-4500

Greensboro Office

2306 W.  Meadowview Road

Greensboro, NC 27407

Commercial No.  (919) 547-4000

Jackson Office

Doctor A.  H.  McCoy Federal Building

100 West Capitol Street, Room 910

Jackson, MS 39269-1096

Commercial No.  (601) 965-5308

Jacksonville Office

301 West Bay Street, Suite 2200

Jacksonville, FL 32202-5121

Commercial No.  (904) 232-2626

Knoxville Office

Third Floor

John J.  Duncan Federal Building

710 Locust Street

Knoxville, TN 37902-2526

commercial No.  (615) 549-4384

Louisville Office

601 West Broadway

P.  O.  Box 1044

Louisville, KY 40201-1044

Commercial No.  (502) 582-5251

Memphis Office

One Memphis place

200 Jefferson Avenue, Suite 1200

Memphis, TN 38103-2335

Commercial NO.  (901) 544-3367
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Nashville Office

Suite 200

251 Cumberland Bend Drive

Nashville, TN 37228-1803

Commercial No.  (615) 736-5213

Orlando Office

Suite 270

Langley Building

3751 Maguire Boulevard

Orlando, FL 32803-3032

Commercial No.  (407) 648-6441

Tampa Office

501 East Polk Street

Suite 700

Tampa, FL 33602-3945

Commercial No.  (813) 228-2501

_____________________________________________

Region V (Chicago)

_____________________________________________

Chicago Regional Office

Ralph H.  Metcalfe Federal Building

77 West Jackson Boulevard

Chicago, IL 60604

_____________________________________________

Field Office

Cincinnati Office

Room 9002

Federal Office Building

550 Main Street

Cincinnati, OH 45202-3253

Commercial No.  (513) 684-2275

Cleveland Office

Renaissance Building

Fifth Floor

1350 Euclid Avenue

Cleveland, OH 44115-1815

Commercial No.  (216) 522-4058

Columbus Office

200 North Nigh Street

Columbus, OH 43215-2499

Commercial No.  (614) 469-5737
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Detroit Office

Patrick V.  McNamara Federal Building

477 Michigan Avenue

Detroit, MI 48226-2592

Commercial No.  (313) 226-7900

Flint Office

The Federal Building

605 N.  Saginaw, Room 200

Flint, MI 48502-2043

Commercial No.  (313) 766-5109

Grand Rapids Office

2922 Fuller Avenue, NE

Grand Rapids, MI 49505-3499

Commercial No.  (616) 456-2100

Indianapolis Office

151 North Delaware Street

Indianapolis, IN 46204-2526

Commercial No.  (317) 226-6303

Milwaukee Office

Suite 1380

Henry S.  Reuss Federal Plaza

310 West Wisconsin Avenue

Milwaukee, WI 53203-2289

Commercial No.  (414) 297-3214

Minneapolis-St.  Paul Office

220 Second Street, South

Minneapolis, MN 55401-2195

Commercial No.  (612) 370-3000

Springfield Office

Suite 206

509 West capital

Springfield, IL 62704-1906

commercial No.  (217) 492-4085
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_____________________________________________

Region VI (Fort Worth)

_____________________________________________

Fort Worth Regional Office

1600 Throckmorton

P.  O.  Box 2905

Fort Worth, TX 76113-2905

Commercial No.  (817) 885-5401

_____________________________________________

Field Offices

Albuquerque Office

625 Truman Street, NE

Albuquerque, NM 87110-6472

Commercial No.  (505) 262-6463

Dallas Office

Room 860

525 Griffin Street

Dallas, TX 75202-5007

Commercial No.  (214) 767-8359

Houston Office

Norfolk Tower

2211 Norfolk, Suite 200

Houston, TX 77098-4096

Commercial No.  (713) 834-3274

Little Rock Office

TCBY Tower

425 West Capitol Avenue

Little Rock, AR 72201-3488

Commercial No.  (501) 324-5931

Lubbock Office

Federal Office Building

1205 Texas Avenue

Lubbock, TX 79401-4093

Commercial No.  (806) 743-7265

New Orleans Office

Fisk Federal Building

1661 Canal Street, Suite 3100

New Orleans, LA 70112-2887

Commercial No.  (504) 589-7200
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Oklahoma City Office

Alfred P.  Murrah Federal Building

200 N.  W.  5th Street

Oklahoma City, OK 73102-3202

Commercial No.  (405) 231-4181

San Antonio Office

Washington Square

800 Dolorosa Street

San Antonio, TX 78207-4563

Commercial No.  (210) 229-6800

Shreveport Office

401 Edwards Street, Suite 1510

Shreveport, LA 71101-3107

Commercial No.  (318) 676-3385

Tulsa Office

Suite 110

1516 South Boston Street

Tulsa, OK 74119-4032

Commercial No.  (918) 581-7158

_____________________________________________

Region VII (Kansas City)

_____________________________________________

Kansas City Regional Office

Gateway Tower II

400 State Avenue

Kansas City, KS 66101-2406

Commercial No.  (913) 551-5462

_____________________________________________

Field Offices

Des Moines Office

Federal Building

210 Walnut Street, Room 259

Des Moines, IA 50309-2155

Commercial No.  (515) 284-4512

Omaha Office

10909 Mill Valley Road

Omaha, NE 68154-3955

Commercial No.  (402) 492-3100
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St.  Louis Office

1222 Spruce Street, Room 3207

St.  Louis, MO 63103-2836

Commercial No.  (314) 539-6983

_____________________________________________

Region VIII (Denver)

_____________________________________________

Denver Regional Office

Executive Tower Building

1405 Curtis Street

Denver, CO 80202-2349

Commercial No.  (303) 844-4513

_____________________________________________

Field Office

Casper Office

4229 Federal Office Building

100 East B Street

Casper, WY 82601-1918

Commercial No.  (307) 261-5252

Fargo Office

Federal Building

657 Second Avenue North

P.  O.  Box 2483

Fargo, ND 58108-2483

Commercial No.  (701) 239-5136

Helena Office

Federal Office Building, Drawer 10095

301 South Park, Room 340

Helena, MT 59626-0095

Commercial No.  (406) 449-5205

Salt Lake City Office

257 Tower Building

257 E.  200 South, Suite 550

Salt Lake City, UT 84111-2048

Commercial No.  (801) 524-5379

Sioux Falls Office

Suite I-201

2400 West 49th Street

Sioux Falls, SD 57105-6558

Commercial No.  (605) 330-4223

 Page 7 of 8 (3 of 3) 9/94

 APPENDIX 19

_____________________________________________

Region IX (San Francisco)

_____________________________________________

San Francisco Regional Office

Phillip Burton Federal Building

 and U.  S.  Courthouse

450 Golden Gate Avenue

P.  O.  Box 36003

San Francisco, CA 94102-3448

Commercial NO.  (415) 556-4752

_____________________________________________

Field Offices

Fresno Office

Suite 138

1630 E.  Shaw Avenue

Fresno, CA 93710-8193

Commercial No.  (209) 487-5033

Honolulu Office

7 Waterfront Plaza

500 Ala Moana Boulevard, Suite 500

Honolulu, HI 96813-4918

Commercial No.  (808) 541-1323

Las Vegas Office

Suite 205

1500 East Tropicana Avenue

Las Vegas, NV 89119-6516

Commercial No.  (702) 388-6500

Phoenix Office

Two Arizona Center

400 N.  5th Street, Suite 1600

Phoenix, AZ 85004-2361

Commercial No.  (602) 379-4434

Reno Office

1575 DeLucchi Lane, Suite 114

P.  O.  Box 30050

Reno, NV 89502-6581

Commercial No.  (702) 784-5356

Sacramento Office

Suite 200

777 - 12th Street

Sacramento, CA 95814-1997

Commercial No.  (916) 551-1351
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 HUD Letter #1A

San Diego Office

Mission City Corporate Center

2365 Northside Drive, Suite 300

San Diego, CA 92108-2712

Commercial No.  (619) 557-5310

Santa Ana Office

Suite 500

3 Hutton Centre Drive

Santa Ana, CA 92707-5762

Commercial No.  (714) 957-7333

Tucson Office

Security Pacific Bank Plaza

33 North Stone Avenue, Suite 700

Tucson, AZ 85701-1467

Commercial No.  (602) 670-6237

_____________________________________________

Region X (Seattle)

_____________________________________________

Seattle Regional Office

Federal Office Building

909 First Avenue, Suite 200

Seattle, WA 98104-1000

Commercial No.  (206) 220-5101

_____________________________________________

Field Offices

Anchorage Office

University Plaza Building

949 East 36th Avenue, Suite 401

Anchorage, AK 99508-4399

Commercial No.  (907) 271-4170

Boise Office

Plaza IV, Suite 200

800 Park Boulevard

Boise, ID 83712-7743

Commercial No.  (83712-7743

Portland Office

520 Southwest Sixth Avenue

Portland, OR 97204-1596

Commercial No.  (503) 326-2561

Spokane Office

Farm Credit Bank Building

8th Floor East

W.  601 First Avenue

Spokane, WA 99204-0317

Commercial No.  (509) 353-2510
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Locations of Your U. S.  Government Bookstores

GPO operates U. S.  Government bookstores all around the country where you

can browse through the shelves and take your books home with you. 

Naturally these stores can't stock all of the more than 21,000 titles in

our inventory, but they do carry the ones you're most likely to be looking

for.  And they'll be happy to order any Government book currently offered

for sale and have it sent directly to you.  All of our bookstores accept

VISA, MasterCard and Superintendent of Documents deposit account orders. 

For more information, please write to your nearest U. S.  Government

Bookstore. 

ATLANTA

First Union Plaza

999 Peachtree Street, NE

Suite 120

Atlanta, GA 30309-3964

TEL: (404) 347-1900

FAX: (404) 347-1897

BIRMINGHAM

O'Neill Building

2021 Third Ave. , North

Birmingham, AL 35203

TEL: (205) 731-1056

FAX: (205) 731-3444

BOSTON

Thomas R.  O'Neill Building

Room 169

10 Causeway Street

Boston, MA 02222

TEL: (617) 720-4180

FAX: (617) 720-5763
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CHICAGO

One Congress Center

401 South State Street

Suite 124

Chicago, IL 60605

TEL: (312) 353-5133

FAX: (312) 353-1590

CLEVELAND

Federal Building

1240 E.  9th St. , Room 1653

Cleveland, OH 44199

TEL: (216) 552-4922

FAX: (216) 552-4714

COLUMBUS

Federal Building

200 N.  High Street

Room 207

Columbus, OH 43215

TEL: (614) 469-6956

FAX: (614) 469-5371

DALLAS

Federal Building

1100 Commerce St, Rm.  1050

Dallas, TX 75242

TEL: (214) 767-0076

FAX: (214) 767-3239

DENVER

Federal Building

1961 Stout Street,

Room 117

Denver, CO 80294

TEL: (303) 844-3964

FAX: (303) 844-4000

DETROIT

Federal Building

477 Michigan Avenue

Suite 160

Detroit, MI 48226

TEL: (313) 226-7816

FAX: (313) 226-4698

HOUSTON

Texas Crude Building

801 Travis St. , Suite 120

Houston, TX 77002

TEL: (713) 228-1187

FAX: (713) 228-1186
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JACKSONVILLE

100 West Bay Street

Suite 100

Jacksonville, FL 32202

TEL: (904) 353-0569

FAX: (904) 353-1280

KANSAS CITY

120 Bannister Mall

5600 E.  Bannister Road

Kansas City, MO 64137

TEL: (816) 765-2256

FAX: (816) 767-8233

LAUREL

Government Printing Ofc. 

Warehouse Sales Outlet

9660 Cherry Lane

Laurel, MD 20707

TEL: (301) 953-7974

TEL: (301) 792-0262

FAX: (301) 498-9107

LOS ANGELES

ARCO Plaza, C-Level

505 South Flower Street

Los Angeles, CA 90071

TEL: (213) 239-9844

FAX: (213) 239-9848

MILWAUKEE

Federal Building

517 E.  Wisconsin Avenue

Room 190

Milwaukee, WI 53202

TEL: (414) 297-1304

FAX: (414) 297-1300

NEW YORK

Federal Building

25 Federal Plaza, Room 110

New York, NY 10278

TEL: (212) 264-3825

FAX: (212) 264-9318

PHILADELPHIA

Robert Morris Building

100 North 17th Street

Philadelphia, PA 19103
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PITTSBURGH

Federal Building

1000 Liberty Avenue

Room 118

Pittsburgh, PA 15222

TEL: (412) 644-2721

FAX: (412) 644-4547

PORTLAND

1305 SW First Avenue

Portland, OR 97201-5801

TEL: (503) 221-6217

FAX: (503) 225-0563

PUEBLO

Norwest Banks Building

201 West 8th Street

Pueblo, CO 81003

TEL: (719) 544-3142

FAX: (719) 544-6719

SAN FRANCISCO

Federal Building

450 Golden Gate Avenue

Room 1023

San Francisco, CA 94102

TEL: (415) 252-5334

FAX: (415) 252-5339

SEATTLE

Federal Building

915 Second Avenue

Room 194

Seattle, WA 98174

TEL: (206) 553-4270

FAX: (206) 553-6717

WASHINGTON, DC

U. S.  Government Printing

 Office

710 N.  Capitol Street, NW

Washington, DC 20401

TEL: (202) 512-0132

FAX: (202) 512-1355

1510 H.  Street, NW

Washington, DC 20005

TEL: (202) 653-5075

FAX: (202) 376-5055

APPENDIX 20 Monthly Delinquent Loan Report 92068A

__________________________________________________________________________

 Monthly Delinquent Loan Report
 on Loans that are 90 or More Days Delinquent

__________________________________________________________________________

Page 1 of 19/94

 APPENDIX 20A Single Family Default Monitoring Data

F42 Consolidated Single Family Statistical System

Single Family Default Monitoring Data

 Source Document(s): form HUD-92068-A (6/93)

Instructions:

Document form HUD-92068-A (6/93) contains keypunch data for individual

default cases.  All data are contained in the top section of the form.  Use

trailing blanks in Alpha/Numeric fields.  Use a blocking factor of 128. 

Punch Data Fields Key Points Verify

(Cols. ) (Cols. )

 1- 30 Mortgagee Name Box 1 Alpha/Numeric 1- 30

 Left justify

 31- 50 Contact Person Last Name Box 3a Last Name of Contact 31- 50

 Person Alpha/Numeric

 Left justify

 51- 80 Mortgagee Street Address Box 2a Number and Street 51- 80

 Alpha/Numeric Left justify

 81- 90 Contact Person First Name Box 3b First Name 81- 90

 Alpha/Numeric Left justify

 91-111 Servicing Area Box 4a Principal HUD 91-111

 Servicing Office, City

 Alpha/Numeric Left justify

112-130 Mortgagee City Box 2b City Alpha/Numeric 112-130

 Left justify

131-132 Mortgagee State Box 2c State Alpha/Numeric 131-132 *

133-141 Mortgagee Zip Code Box 2d Zip Code 133-141

 Alpha/Numeric-Left justify

142-151 Contact Telephone Number Box 3c Telephone Numeric 142-151

152-153 Servicing Area State Box 4b State Alpha/Numeric 152-153

154-162 Servicing Zip Code Box 4c Zip Code 154-162

 Alpha/Numeric-Left justify

163-164 Mortgagee Status Box 5 Alpha/Numeric 163-164
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 U. S.  Department of Housing and Urban Development

 KEYPUNCH/VERIFY INSTRUCTIONS

Page 2 of 4

F42 Consolidated Single Family Statistical System

Single Family Default Monitoring Data

 Source Document(s): form HUD-92068-A (6/93)

Instructions:

 (Refer to Page 1)

Punch Data Fields Key Points Verify

(Cols. ) (Cols. )

165-170 Period Ending Date Box 6 Period Ending Date 165-170

 Date format YYMMDD

171-180 Mortgagee ID Number Box 7 Ten-Digit Mortgagee 171-180 **

 No.  Assigned by HUD

 Alpha/Numeric

181-200 Mortgage Loan Number Box 8 Mortgagee Loan Number 181-200

 Alpha/Numeric include

 hyphens Left justify

201-209 FHA Case Number Box 9 FHA Case Number 201-209***

 Alpha/Numeric Left justify

210-212 ADP Code Box 10 ADP Code (3 digits) 210-212

 Alpha/Numeric

213-232 Mortgagor's Last Name Box 11a Mortgagor's Last 213-232

 Name Alpha/Numeric

 Left justify

233-234 Mortgagor's Initials Box 11b Initials (1st, Mid) 233-234

 Alpha/Numeric

235-254 Co-Mortgagor's Last Name Box 12a Co-Mortgagor's Last 235-254

 Name Alpha/Numeric

 Left justify

255-256 Co-Mortgagor's Initials Box 12b Initials (1st,Mid) 255-256

 Alpha/Numeric

257-261 Property Street Number Box 13a Property Street No.  257-261

 Alpha/Numeric Leave blank

 if no number given
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F42 Consolidated Single Family Statistical System

Single Family Default Monitoring Data

 Source Document(s): form HUD-92068-A (6/93)

Instructions:

 (Refer to Page 1)

Punch Data Fields Key Points Verify

(Cols. ) (Cols. )

262-275 Property Street Name Box 13b Property Street 262-275

 Name Alpha/Numeric

 Left justify

276-284 Mortgagor's SSN Box 11c Mortgagor's Soc.  276-284

 Sec.  No.  Alpha/Numeric

 No Hyphens Leave blank if

 no number given

285-293 Co-Mortgagor's SSN Box 12c Co-Mortgagor's 285-293

 Soc.  Sec.  No. -Alpha Numeric

 No Hyphens Leave blank if

 no number given

294-311 Property City Name Box 13c City 294-311

 Alpha/Numeric

312-313 Property State Name Box 13d State 312-313 *

 Alpha/Numeric

314-318 Property Zip Code Box 13e Zip Alpha/Numeric 314-318

319-324 Due Date of First Payment Box 14 Due Date 1st Pmt.  319-324

 Date format YYMMDD

325-330Oldest Unpaid Box 15 Date Oldest Unpd 325-330

 Installment Installment Date YYMMDD

331-331 Status of Mortgage Box 16a Mort.  Status 331-331

 Alpha/Numeric

332-337 Status Date Box 16b Mort.  Status Date 332-337

 Date format YYMMDD
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F42 Consolidated Single Family Statistical System

Single Family Default Monitoring Data

 Source Document(s): form HUD-92068-A (6/93)

Instructions:

 (Refer to Page 1)

Punch Data Fields Key Points Verify

(Cols. ) (Cols. )

338-338 Occupancy Status Box 17 Occup.  Status 338-338

 Alpha/Numeric

 Codes 1, 2, 3, 4, or 5

339-339 Case in Bankruptcy Box 18a Bkrptcy Status 339-339

 Numeric Codes 1, 2, 3,

 or 4 Leave blank if

 not filled

340-345 Bankruptcy Date Box 18b Bankruptcy Date 340-345

 Date format YYMMDD

 Leave blank if not filled

346-351 Unpaid Balance Box 19 Unpaid Balance 346-351

 Numeric only/Dollars only

352-354 Reason for Default Box 20 Cause of Default 352-354

 Alpha/Numeric

355-356 Leave Blank 355-356

 * Correct State code must be used.  See attached list. 

 ** If blank, do not key record. 

 *** If blank, do not key record. 
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APPENDIX 20C ERROR CODES FOR HUD-92068-A

I. Fatal or "Hard" errors.  Where one of the following errors is found,

no further search is made for additional errors.  All processing on

that case is stopped. 

 R1 Servicing Mortgagee:

 This error identifies that an incorrect or missing ten-digit HUD

identification number was reported for the servicing mortgagee

(in Block 7).  The mortgagee ID is a key index for the SFDMS

database and must be valid.  Without a correct HUD identification

number for the servicing mortgagee, HUD cannot reference where to

send the error report and as a result, an error report will not

be sent. 

 RECOMMENDATION: Prior to submission of each monthly report,

ensure the correct ten-digit ID has been provided. 

 R2 FHA Case Number:

 In most situations the FHA Case number is either missing or

incorrect. 

 NOTE: HUD's verification process will check only for FHA Case

numbers where the mortgage insurance is still in force. 

In addition to identifying cases where the FHA Case

number is either missing or incomplete, this error code

will also identify those cases where a claim for

insurance benefits or mortgage termination (form

HUD-27050A), was submitted by the mortgagee and

processed by HUD. 

 RECOMMENDATION: Prior to submission of each monthly report,

ensure that the correct FHA Case numbers have been provided for

each account. 
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 ERROR FIELD

 CODE NAME

 A1 Street Name

 A2 City Name

 A3 State Name

 A4 Zip Code

 B1 Submitting Agency

 B2 Mortgage Loan No. 

 B3 Unpaid Balance

 B4 Mortgagor Name

 B5 Mortgagor SSN

 B6 Co-mortgagor Name

 B7 Co-mortgagor SSN

 C1 Section of the Act (ADP Code)

 C2 Occupancy Status

 C3 Bankruptcy Status

 C4 Cause of Default

 D1 Due Date of First Payment

 D2 Oldest Unpaid Installment

 D3 Mortgage Status Date

 D4 Bankruptcy Status Date

 NOTE: Any case processed where no errors are detected will be

identified as a line item on the error report as Z*. 

An alpha character will be shown in lieu of the "*"

representing the last status reported by the mortgagee. 

Therefore if the mortgagee reported a case as Status B,

the line item would show the case as "ZB".  This will

allow mortgagee to reconcile their reports. 
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 ERROR FIELD

 CODE NAME

 A1 Street Name

 A2 City Name

 A3 State Name

 A4 Zip code

 B1 Submitting Agency

 B2 Mortgage Loan No. 

 B3 Unpaid Balance

 B4 Mortgagor Name

 B5 Mortgagor SSN

 B6 Co-mortgagor Name

 B7 Co-mortgagor SSN

 C1 Section of the Act (APP Code)

 C2 Occupancy Status

 C3 Bankruptcy Status

 C4 Cause of Default

 D1 Due Date of First Payment

 D2 Oldest Unpaid Installment

 D3 Mortgage Status Date

 D4 Bankruptcy Status Date

 NOTE: Any case processed where no errors are detected will be

identified as a line item on the error report as Z*. 

An alpha character will be shown in lieu of the "*"

representing the last status reported by the mortgagee. 

Therefore if the mortgagee reported a case as Status B,

the line item would show the case as "ZB".  This will

allow mortgagee to reconcile their reports. 

APPENDIX 20D KEY ITEMS FOR REVIEW PRIOR TO SUBMISSION OF

 FORM HUD-92068-A

 (1)Block 7 - Mortgagee Identification.  The 10 digit HUD assigned

mortgagee number and the name of the mortgagee must be provided. 

The 10-digit mortgagee number must be entered in Item 7 and must

be entered on each page of a hard copy report if that page is to

be accepted by the system. 

 (2)Blocks 3a, 3b & 3c - Mortgagee Contact Person.  The name and

telephone number of a contact person responsible for completing

the report is required. 

 (3)Block 9 - FHA/HUD Case Number.  The FHA/HUD case number must be

entered correctly in Block 9.  This is necessary for the exact

identification of the mortgage, for the correct organization and

distribution of HUD's SFDMS reports by HUD Field Office, and for

accurate default statistics which would otherwise be distorted. 

 All FHA/HUD case numbers are entirely numeric.  Hyphens or dashes

must not be shown in the FHA case number field.  Do not report

the check digit. 

 The first 3 digits of all FHA/HUD case numbers assigned since

January 1, 1962, represent the HUD Field Office having

jurisdiction over that mortgage.  If a leading zero digit is

dropped or, if the numbers are transposed, a case will be shown

in, and reported to, an incorrect Field Office jurisdiction.  For

example, a California case should be 041003217, not 41003217. 

 Also, if any of the digits in a FHA/HUD case number are reported

differently in different months, that new number will be reported

as a new case and the default rate for both the mortgagee and the

HUD Field Office of jurisdiction will reflect an inflated default

rate. 

 A mortgagee may request the local HUD Field Office to supply a

copy of the HUD Field Office Codes list to check the accuracy of

the first 3 digits, and a copy of the Home Mortgage ADP Codes

Chart to check the accuracy of the last 3 digits which represent

the Section of the Act under which the insurance was issued. 

(See Appendix 21. )

APPENDIX 20D

 (4)Block (4A) - Principal HUD Servicing Office, City Identifies the

HUD Office having jurisdiction where the mortgagee's office

responsible for servicing is located. 

 NOTE: A mortgagee whose office is located in Raleigh, North

Carolina, would indicate Greensboro, North Carolina, as

the HUD Office having jurisdiction for the entire

state.  Where HUD has more than one office within a

state consider the following example; a mortgagee whose

principal office was in Miami, Florida, would indicate

Coral Gables, Florida, as that HUD Office has

jurisdiction over the Miami area. 

 (5)Block (5) - Mortgagee Status.  If there has been a change in the

servicing mortgagee since the account was reported in the

previous cycle, identify the type of change.  If nothing has

changed, indicate "NC" for no change. 

 (6)Blocks (12a) & (12b) - Bankruptcy Status and Date.  Identify the

last name and initials of the co-mortgagor.  Leave blank if there

is no co-mortgagor. 

 (7)Blocks (18a) & (18b) - Bankruptcy Status and Date.  This field

reports the type of bankruptcy filed as well as the date the

bankruptcy action was initiated.  Date is to be entered as

YYMMDD. 

 (8)Block 19 - Unpaid Principal Balance.  Round to the next dollar

and enter the unpaid principal balance in whole dollars.  Do not

enter comas or other punctuation.  Six positions maximum.  Always

right justify. 

 (9)Block 20 - Cause of Default.  Enter the appropriate three digit

code.  Enter all three digits. 

 (10)Blocks 11c &12c - Social Security Numbers.  Social Security

numbers are important and must be reported for both the borrower

and co-borrower (if applicable).  They are used to gain access

into HUD's CAIVRS System in order to determine a mortgagor's

eligibility for new FHA/HUD-insured mortgages and/or assumptions

of existing mortgages. 

APPENDIX 20D

 (11)Blocks 16a & 16b - Status of Mortgage.  An entry in Block 16a is

required before a defaulted case can be accepted in the SFDMS. 

To be accepted, the status must be reported in the exact format

required in the instructions on the front of the Form. 

 NOTE: If an original report of a mortgage as 90 days or more

delinquent is not updated to a subsequent code for over

a year, this is usually a sign of poor servicing and/or

failure to update the report.  An exception to this, is

when Items 18a 18b identify the account is in

bankruptcy. 

APPENDIX 21 FHA FIELD OFFICE CODES

 (FIRST THREE DIGITS OF 12- AND 13-DIGIT CASE NUMBERS)

 (Codes are listed by field office having servicing jurisdiction)

FIELD OFFICE FIELD OFFICE FIELD OFFICE FIELD OFFICE

LOCATION CODES LOCATION CODES

REGION I REGION V

Bangor 231/232 Chicago 131/134

Boston 251/252/253 Cincinnati 411

Burlington 531/432/533 Cleveland 412

Hartford 061/062 Columbus 413/414

Manchester 341 Detroit 261

Providence 451 Flint 262

 Grand Rapids 263

REGION II Indianapolis 151/152/153/154

 Milwaukee 581/582

Albany 371/378 Mpls. /St.  Paul 271/271/273

Buffalo 372/375 Springfield 132/133/135/136

Camden 351

Carribean 501/821/811 REGION VI

New York 374/373

Newark 352 Albuquerque 361

 Fort Worth/Dallas 491/492/171/172

REGION III Houston 493/496/173

 Little Rock 031/499/032/033

Baltimore 241/242/243/549 Lubbock 494/497

Charleston 571/572/573 New Orleans 221

Philadelphia 441 Oklahoma City 421

Pittsburgh 442/443 San Antonio 495

Richmond 541/-2/-3/-5/-6/-7 Shreveport 222/498/223

Washington, DC 249/548/081 Tulsa 422

Wilmington 071

 REGION VII

REGION IV

 Des Moines 161/162/163

Atlanta 101/102/103/104 Kansas City 291/182

Birmingham 011/012 Omaha 321/169

Columbia 461 Saint Louis 292/293

Coral Gables 092 Topeka 181/183

Greensboro 381/382

Jackson 281/282/283/284 REGION VIII

Jacksonville 091/099

Knoxville 481/109 Casper 591/592/593

Louisville 201/202/203/204/205 Denver 051

Memphis 482/289 Fargo 401/279

Nashville 483 Helena 311/312

Orlando 094 Salt Lake City 521/029/522

Tampa 093 Sioux Falls 471/472

FIELD OFFICE FIELD OFFICE

LOCATION CODES

REGION IX

Fresno 045

Honolulu 141/831/851

Las Vegas 332

Los Angeles 041/196

Phoenix 021

Reno 331/049/333/334

Sacramento 043/192

San Diego 044

San Francisco 042

Santa Ana 046/047/193

Tucson 022

REGION X

Anchorage 111

Boise 121/-2/-3/-4/439

Portland 431/569/432

Seattle 561/564/565

Spokane 562/129/563

APPENDIX 22 REPAIR RIDER TO LOAN AGREEMENT

 This REPAIR RIDER is made this day of , 19 , and is

incorporated into and shall be deemed to supplement the Loan Agreement of

the same date made by the undersigned Lender and the undersigned Borrower

and the Secretary of Housing and Urban Development ("Secretary"). 

 I.  Lender's Promises

 A.  The Lender shall set aside dollars

 ($ ) from the initial Principal Limit under the

 Loan Agreement to be used for the purpose of bringing the

 Property up to the property standards required by the

 Secretary by repairing:

 ________________________________________

 ________________________________________

 ________________________________________

 ________________________________________

 [Use an additional page if needed]

 B. The Lender may Charge a repair administration fee not to

exceed the greater of fifty dollars ($50) or 1. 5% of the

amounts advanced by Lender under this Repair Rider.  This

fee shall be added to the Principal Balance as each Loan

Advance is made. 

 C. The Lender shall require one or more inspections by a

HUD-approved inspector during the course of the repair work. 

The Lender shall not release any funds for work which is not

complete and which is not approved by a HUD-approved

inspector.  The Lender certifies by executing this Repair

Rider that the repairs which are funded under this Repair

Rider will be completed in a manner to meet property

standards required by the Secretary as determined by a

HUD-approved inspector. 

 D. The Lender shall ensure that all mechanic's liens and

materialmen's liens are released of record prior to an

advance of funds under this Repair Rider.  The Lender may

require the Borrower to obtain acknowledgment of payment and

releases of lien from all contractors, subcontractors, and

materialmen.  Such acknowledgements and releases shall be in

the form required by local laws and shall cover all work

done, labor performed and materials (including equipment and

fixtures) furnished for the project. 

 E. Until a HUD-approved inspector finds that all repairs

required by Section I. A.  of this Repair Rider have been

completed in a satisfactory manner, the Lender shall not

release funds in excess of (i) the total value of work

satisfactorily completed, and (ii) the value of materials or

equipment delivered to, and suitably stored at, the site but

not yet incorporated in the work, less (iii) ten percent

holdhack, less (iv) prior advances under this Repair Rider. 
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 F. When the required repairs are completed Lender shall release the

funds to Borrower and the contractor(s) jointly and shall add the

cost of the repairs to the Principal Balance under the Loan

Agreement. 

II.  Borrower's Promises

 A. The Borrower will complete all repairs required by Section I. A. 

of this Repair Rider so that the Property meets the property

standards required by the Secretary as determined by a HUD

approved inspector. 

 B. Borrower shall cause work to begin on , 19 . 

Borrower shall have work completed by , 19 . 

Work is to be performed with reasonable diligence.  Should

Borrower fail to comply with these terms, until all repair work

is satisfactorily completed Borrower shall not request and Lender

shall not make any further payments under the Loan Agreement

except for payment of repairs required by Section I. A.  of this

Repair Rider and Loan Advances required under Section 4. 5 of the

Loan Agreement. 

 C. Borrower will cause all improvements to be made in a workmanlike

manner and in accordance with all applicable statutes and

regulations.  All licences, permits and privileges required by

local governmental authorities to rehabilitate the property will

be obtained by the Borrower(s) or his/her contractor. 

 D. Borrower will furnish such records, contracts, bills and other

documents relating to the Property and improvements as the Lender

or the Secretary may require. 

 E. Without prior written consent of Lender, no materials, equipment,

fixtures or any part of improvements financed with this loan

shall be purchased or installed subject to conditional sales

contracts, security agreements, lease agreements or other

arrangements whereby title is retained or the right is reserved

or accrues to anyone to remove or repossess any item, or to

consider it as personal property. 

 _____________________________(SEAL)

 Borrower

 _____________________________(SEAL)

 Borrower

 _____________________________(SEAL)

 Lender

 _____________________________(SEAL)

 Secretary of Housing and Urban Development

 BY: _____________________________(SEAL)

 [ADD ANY NECESSARY ACKNOWLEDGEMENT PROVISIONS]

APPENDIX 23 SPECIAL FORBEARANCE CHECKLIST

 Special Forbearance relief has been granted under authority

of 24 CFR 203. 614 (b) to:

Mortgagor: ____________________________________

Address: ______________________________________

 ______________________________________

 ______________________________________

FHA Case No: __________________________________

Loan No: ______________________________________

Date of oldest paid installment ___________________________________________

Date of HUD # 1 ___________________________________________________________

Date of HUD # 2 or # 3 ____________________________________________________

Date Mortgagor provided financial info ____________________________________

Dates of Forbearance from ____________________ to _________________________

Date Mortgagor broke the forbearance ______________________________________

Date of Management Review _________________________________________________

The following have been confirmed and documented:

(Yes or No)

 (1) The mortgagor does not own any other property subject

 to a mortgage insured by the Secretary.  _________________________

 (2) The default was due to circumstances beyond the

 mortgagors control.  _____________________________________________

 (3) The written agreement meets all requirements and is properly

 signed and dated by both the mortgagor and an

 approved representative of the mortgagee.  _______________________

(To be completed by approving official)

 I certify that I have completed a thorough review of the subject case. 

All of the requirements of 24 CFR 203. 614(b) have been met. 

Approving Official ____________________________

Title _________________________________________

Date __________________________________________

APPENDIX 24 Example #1

 SAMPLE REPAYMENT PLAN (FORMAL FORBEARANCE AGREEMENT)

 HUD APPROVAL NOT REQUIRED

Mr.  & Mrs.  John Doe

123 S.  Main Street

Topeka, KS 12345

 Re: Forbearance Agreement

FHA Case No.  ______________________

 Your account is presently due for the months of ________________ to

__________________, 19__.  The arrearage totals $____________________ which

includes late charges and any credit for partial payments made. 

 The indebtedness in the captioned case is in default and, in

consideration of (Name of Mortgagee) extending forbearance for a period of

time, it is necessary that you indicate, by signing this letter of

agreement, your acceptance of the following conditions:

 (1) Beginning on the ________________ day of ________________________

 19__, you will remit a monthly payment of $ _____________________

 for a period of__________ months. *

 (2) On ________________, it is agreed that you will resume the

 regular monthly payments required under your note and security

 instrument.  You will remit your regular payments for a period

 of ______________ months. **

 (3) On _______________________, it is agreed that you shall add an

 additional sum of $ ______________________ to your

 regular payments for a period of _____________________________

 months.  ***

 (4)The debt, if not sooner paid, shall be due and payable

 on the first day of _____________________, 19___.  ****

 All of the provisions of the note and security instrument, except as

herein provided, shall remain in full force and effect.  Upon the breech of

any provision of this agreement, (Name of Mortgagee) may terminate this

agreement and, at the option of (Name of Mortgagee) institute foreclosure

proceedings according to the terms of the note and security instrument

without regard to this instrument. 
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 Please execute the original and first copy of this agreement and

return them immediately. 

 Very truly yours,

 (Name of Mortgagee)

 By: ________________

Accepted and agreed __________ day or ____________________, 19____:

____________________________ _____________________________

Borrower Co-Borrower

* Optional: mortgagee may suspend or allow mortgagor to make reduced

payments for a designated period of time. 

** Optional: mortgagee may allow mortgagor to make only his regular

payments for a designated period of time. 

*** Required: mortgagee must identify the period of time the mortgagor

will be expected to make increased payments and the amount

of these payments. 

****Required:mortgagee must specify when the arrearage must be

paid-in-full. 

9/94 Page 2 of 6

APPENDIX 24

Example #2

 SAMPLE SPECIAL FORBEARANCE AGREEMENT

 PURSUANT TO 24 CFR 203. 614(a)

 (HUD APPROVAL REQUIRED)

Mr.  & Mrs.  John Doe

123 S.  Main Street

Topeka, KS 12345

 Re: Special Forbearance Agreement

FHA Case No.  _____________________

 Your account is presently due for the months of ______________ to

_______________, 19___.  The arrearage totals $________________ which

includes late charges and any credit for partial payments made. 

 The indebtedness in the captioned case is in default and, in

consideration of (Name of Mortgagee) extending forbearance for a period of

time, it is necessary that you indicate, by signing this letter of

agreement, your acceptance of the following conditions:

 (1)For the purpose of this agreement, (Name of Mortgagee) considers

the payments due from ____________________ to _____________

19___, that remain due and unpaid to be suspended.  or;

 Beginning on the ______________ day of _________________

 19___, you will remit a monthly payment of $ ______________

 for a period of __________ months. *

 (2)On _______________________, it is agreed that you will resume the

regular monthly payments required under your note and security

instrument.  You will remit your

 regular payments for a period of ________________ months. **

 (3)On _______________________, it is agreed that you shall add an

additional sum of $______________________ to your

 regular payments for a period of _______________________

 months.  ***

 (4)You will resume the regular monthly payments required under your

note and security instrument upon payment in full of your

arrearage.  The debt, if not sooner paid, shall be due and

payable on the first day of

 _____________________, 19____. ****
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 All of the provisions of the note and security instrument, except as

herein provided, shall remain in full force and effect.  Upon the breech of

any provision of this agreement, (Name of Mortgagee) may terminate this

agreement and, at the option of (Name of Mortgagee) institute foreclosure

proceedings according to the terms of the note and security instrument

without regard to this instrument. 

 Please execute the original and first copy of this agreement and

return them immediately. 

 Very truly yours,

 (Name of Mortgagee)

 By: __________________

Accepted and agreed ___________ day or __________________, 19____:

_______________________________ _______________________________

Borrower Co-Borrower

* Optional: mortgagee may provide for the suspension of payments or

allow mortgagor to make reduced payments for a designated

period of time; or,

** Optional: mortgagee may allow mortgagor to make only his regular

payments for a designated period of time. 

***Required:mortgagee must identify the period of time the mortgagor

will be expected to make increased payments and the amount

of these payments. 

****Required:mortgagee must specify when the arrearage must be

paid-in-full.  The repayment plan must provide for the

repayment of the arrearage prior to the maturity date of the

mortgage, or on or before a date subsequent to the maturity

date which is approved by HUD. 

NOTE: Short term repayment plans that immediately require the mortgagor

to make increased payments are not special forbearance

agreements.  Special forbearance agreements must afford the

mortgagor some additional relief. 
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Example #3

 SAMPLE SPECIAL FORBEARANCE AGREEMENT

 PURSUANT TO 24 CFR 203. 614(b)

 (HUD APPROVAL NOT REQUIRED)

Mr.  & Mrs.  John Doe

123 S.  Main Street

Topeka, KS 12345

 Re: Special Forbearance Agreement

FHA Case No.  ___________________

 Your account is presently due for the months of ________________ to

_________________, 19___.  The arrearage totals $___________________ which

includes late charges and any credit for partial payments made. 

 The indebtedness in the captioned case is in default and, in

consideration of (Name of Mortgagee) extending forbearance for a period of

time, it is necessary that you indicate, by signing this letter of

agreement, your acceptance of the following conditions:

 (1)For the purpose of this agreement, (Name of Mortgagee) considers

the payments due from ______________________ to ________________

19___, that remain due and unpaid to be suspended.  or;

 Beginning on the _______________ day of __________________

 19___, you will remit a monthly payment of $__________________

 for a period of _______________ months. *

 (2)On __________________, it is agreed that you will resume the

regular monthly payments required under your

 note and security instrument.  **

 (3)Beginning on ________________, 19___, payments in the amount

 of $_____________ will be required for ____________ months. ***
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 All of the provisions of the note and security instrument, except as

herein provided, shall remain in full force and effect.  Upon the breech of

any provision of this agreement, (Name of Mortgagee) may terminate this

agreement and, at the option of (Name of Mortgagee) institute foreclosure

proceedings according to the terms of the note and security instrument

without regard to this instrument. 

 Please execute the original and first copy of this agreement and

return them immediately. 

 Very truly yours,

 (Name of Mortgagee)

 By: _________________

Accepted and agreed __________ day or __________________, 19___:

_______________________________ ______________________________

Borrower Co-Borrower

* Required: mortgagee must provide for the reduction or suspension of

payments for a period not to exceed 18 months or recognize

that payments have already been suspended or reduced for a

period not to exceed 18 months. 

** Required: mortgagee must provide for the resumption of regular

mortgage payments after the expiration of the period of

reduced or suspended payments. 

***Required:mortgagee must provide for the repayment of the total unpaid

amount accruing prior to and during the period of reduced or

suspended payments.  Repayment of the arrearage shall begin

after the original maturity date of the mortgage and will

extend beyond the original maturity date for a period not to

exceed the period of forbearance. 
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 REDUCTION OF MORTGAGE INTEREST RATE PROVIDED BY THE SOLDIERS' AND

 SAILORS' CIVIL RELIEF ACT OF 1940

 The Soldiers' and Sailors' Civil Relief Act of 1940 (the Act) provides

for mortgage interest rate reduction on existing mortgages to six percent

for the period of active duty unless, in the opinion of the court, the

ability to pay is not materially affected by reason of such service. 

Interest is defined to include service charges, fees, or any other charges

except bona-fide insurance. 

 A. Revision of Monthly Payments. 

 1. If the mortgagee is notified of a call to active military

duty by the mortgagor or a representative, the mortgagee

must:

 Respond to inquiries as to the amount of the monthly

installment payment which would be required at the six

percent rate as defined in the Act;

 Provide revised payment cards or coupon books when

appropriate;

 Ensure that payments in the amount allowable under the Act

are not inappropriately returned to borrowers as

insufficient. 

 2. If the mortgagor does not notify the mortgagee of a call to

active duty, but the mortgagee receives a reduced payment

during a time of a military call-up which indicates a

possible effort to reduce the interest rate to six percent,

the mortgagee is expected to:

 Contact the mortgagor or a representative of the mortgagor

to determine whether the reduced payment was sent because

the mortgagor was called to active military service;

 If no appropriate explanation is provided, the mortgagee may

return the insufficient payment if
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 the action is in compliance with the partial payment

regulation (24 CFR 203. 556). 

 3. Since mortgagees are only required to reduce the interest

rate to six percent for the period of active duty, they may

calculate the beginning and ending months at six percent on

a per diem basis for the dates of actual service with the

remainder of those months calculated at the Note rate of

interest.  However, mortgagees may choose instead to permit

the lower interest rate for the whole month at the beginning

and end of active duty. 

 B. Revised Payments on Section 235 Mortgages.  Section 235

assistance may be affected by the interest rate reduction.  When

income recertification requests are received from mortgagors who

are affected by the Act, they must be processed expeditiously. 

On all accounts receiving assistance where the Note rate of

interest exceeds six percent, the assistance must be reanalyzed

using the full mortgage payment at six percent interest when

determining the assistance. 

 For some accounts, the interest rate reduction will cause the

suspension of assistance for the term of active military duty. 

Whenever an interest rate reduction is performed for retroactive

effect and the Section 235 assistance is reduced, any overbilled

subsidy must be returned to the Department by refund or

adjustment to the next Section 235 monthly billing.  When active

duty terminates and the Note rate resumes, the assistance must be

recalculated and assistance restored in accordance with the usual

procedures. 

 C. Factor Tables for Calculating Formula II Subsidy.  At the end of

this appendix are three factor tables at the six percent contract

rate for use in calculating the Formula II subsidy.  For Section

235 mortgages closed August 9, 1968 through January 4, 1976, use

the factor table reflecting the subsidy rate of 1. 00 percent; for

mortgages closed between January 5, 1976 through March 6, 1978,

use the factor table reflecting the 5. 00 percent subsidy rate;

and for mortgages closed

9/94 Page 2 of 6

APPENDIX 24(A)

 from March 7, 1978 to present, use the factor table reflecting a

subsidy rate of 4. 00 percent.  (This information is outlined in

HUD Handbook 4330. 1 REV-2 CHG-2, Paragraph 10-12B. )

 NOTE: A reminder that for Section 235 Revised Recapture 10

mortgages, effective January 1, 1985, the Formula I

calculation changed to 28 percent of the mortgagor's

adjusted monthly income. 

 D. Claims for Insurance Benefits on Mortgages Affected by the Act. 

 On conveyance claims, delays in foreclosure caused by the Act

will not cause a debenture interest curtailment.  The Department

will pay the applicable debenture interest rate from the date of

default to the date the claim is paid unless interest is

curtailed pursuant to 24 CFR 203. 402(k). 

 On assignment claims, the Note rate interest will be paid for the

period of default not within the period of active duty.  Pursuant

to Section 203. 353(b), when the Note rate has been reduced to six

percent in accord with the Act, the claim for insurance benefits

must be reduced to reflect interest accruals at the lower rate

for the period of active duty. 
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APPROXIMATE CLOSING DATES: 8/9/68-1/4/76

CONTRACT RATE 6. 00%

SUBSIDY RATE 1. 00%

PREMIUM RATE . 50% SECTION 235 FACTOR TABLES*

 PURSUANT TO THE SOLDIERS' AND SAILORS'

 CIVIL RELIEF ACT

 AMORTIZATION YEAR

MORTGAGE FORMULA TWO

TERM

(YEARS)

 1ST 2ND 3RD 4TH 5TH 6TH 7TH 8TH 9TH 10TH

10 2. 7424 2. 7101 2. 6759 2. 6395 2. 6009 2. 5598 2. 5163 2. 4701 2. 4210 2. 3689

15 2. 8587 2. 8405 2. 8212 2. 8007 2. 7789 2. 7559 2. 7313 2. 7053 2. 6777 2. 6483

20 2. 9816 2. 9701 2. 9580 2. 9450 2. 9313 2. 9168 2. 9013 2. 8849 2. 8674 2. 8489

25 3. 0933 3. 0856 3. 0775 3. 0689 3. 0597 3. 0500 3. 0396 3. 0287 3. 0170 3. 0046

30 3. 1943 3. 1891 3. 1834 3. 1775 3. 1712 3. 1645 3. 1573 3. 1498 3. 1417 3. 1332

35 3. 2950 3. 2913 3. 2873 3. 2830 3. 2786 3. 2738 3. 2687 3. 2634 3. 2577 3. 2516

40 3. 3955 3. 3928 3. 3899 3. 3869 3. 3837 3. 3802 3. 3766 3. 3727 3. 3686 3. 3643

 11TH 12ND 13TH 14TH 15TH 16TH 17TH 18TH 19TH 20TH

15 2. 6172 2. 5841 2. 5490 2. 5117 2. 4722

20 2. 8293 2. 8084 2. 7863 2. 7628 2. 7378 2. 7113 2. 6832 2. 6533 2. 6216 2. 5879

25 2. 9915 2. 9776 2. 9628 2. 9471 2. 9304 2. 9127 2. 8939 2. 8739 2. 8527 2. 8302

30 3. 1241 3. 1145 3. 1043 3. 0935 3. 0820 3. 0698 3. 0568 3. 0430 3. 0284 3. 0129

35 3. 2452 3. 2384 3. 2311 3. 2234 3. 2152 3. 2066 3. 1974 3. 1876 3. 1772 3. 1662

40 3. 3597 3. 3548 3. 3496 3. 3440 3. 3382 3. 3320 3. 3253 3. 3183 3. 3109 3. 3030

 21ST 22ND 23RD 24TH 25TH 26TH 27TH 28TH 29TH 30TH

25 2. 8063 2. 7810 2. 7540 2. 7255 2. 6951

30 2. 9964 2. 9789 2. 9604 2. 9407 2. 9197 2. 8975 2. 8739 2. 8489 2. 8223 2. 7941

35 3. 1545 3. 1421 3. 1289 3. 1149 3. 1000 3. 0843 3. 0675 3. 0497 3. 0309 3. 0108

40 3. 2945 3. 2856 3. 2762 3. 2661 3. 2554 3. 2441 3. 2321 3. 2193 3. 2057 3. 1913

 31ST 32ND 33RD 34TH 35TH 36TH 37TH 38TH 39TH 40TH

35 2. 9895 2. 9669 2. 9430 2. 9175 2. 8907

40 3. 1760 3. 1598 3. 1426 3. 1243 3. 1049 3. 0843 3. 0624 3. 0391 3. 0145 2. 9888

 *NOTE: THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE: TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS. 
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APPROXIMATE CLOSING DATES: 1/5/76-3/6/78

CONTRACT RATE 6. 00%

SUBSIDY RATE 5. 00%

PREMIUM RATE . 70% SECTION 235 FACTOR TABLES*

 PURSUANT TO THE SOLDIERS' AND SAILORS'

 CIVIL RELIEF ACT

 AMORTIZATION YEAR

MORTGAGE FORMULA TWO

TERM

(YEARS)

 1ST 2ND 3RD 4TH 5TH 6TH 7TH 8TH 9TH 10TH

10 1. 0634 1. 0182 . 9702 . 9193 . 8652 . 8078 . 7468 . 6821 . 6134 . 5404

15 1. 1021 1. 0767 1. 0497 1. 0210 . 9905 . 9582 . 9239 . 8874 . 8487 . 8077

20 1. 1460 1. 1302 1. 1132 1. 0951 1. 0759 1. 0555 1. 0338 1. 0108 . 9864 . 9605

25 1. 1786 1. 1679 1. 1565 1. 1444 1. 1316 1. 1179 1. 1035 1. 0881 1. 0718 1. 0545

30 1. 2101 1. 2027 1. 1948 1. 1865 1. 1776 1. 1682 1. 1583 1. 1477 1. 1364 1. 1245

35 1. 2410 1. 2359 1. 2302 1. 2243 1. 2180 1. 2113 1. 2042 1. 1967 1. 1887 1. 1802

40 1. 2617 1. 2579 1. 2539 1. 2496 1. 2451 1. 2403 1. 2352 1. 2298 1. 2241 1. 2180

 11TH 12ND 13TH 14TH 15TH 16TH 17TH 18TH 19TH 20TH

15 . 7641 . 7178 . 6686 . 6164 . 5610

20 . 9000 . 9038 . 8728 . 8399 . 8049 . 7678 . 7284 . 6866 . 6422 . 5951

25 1. 0061 1. 0166 . 9959 . 9739 . 9505 . 9257 . 8994 . 8715 . 8418 . 8103

30 1. 1118 1. 0983 1. 0841 1. 0689 1. 0528 1. 0357 1. 0175 . 9983 . 9778 . 9561

35 1. 1712 1. 1617 1. 1515 1. 1408 1. 1293 1. 1172 1. 1043 1. 0906 1. 0761 1. 0607

40 1. 2116 1. 2047 1. 1974 1. 1897 1. 1815 1. 1727 1. 1635 1. 1536 1. 1432 1. 1321

 21ST 22ND 23RD 24TH 25TH 26TH 27TH 28TH 29TH 30TH

25 . 7769 . 7414 . 7037 . 6636 . 6212

30 . 9330 . 9085 . 8825 . 8549 . 8256 . 7945 . 7615 . 7264 . 6892 . 6497

35 1. 0440 1. 0269 1. 0085 . 9889 . 9681 . 9460 . 9225 . 8976 . 8712 . 8431

40 1. 1204 1. 1079 1. 0946 1. 0805 1. 0656 1. 0497 1. 0329 1. 0150 . 9960 . 9759

 31ST 32ND 33RD 34TH 35TH 36TH 37TH 38TH 39TH 40TH

35 . 8133 . 7817 . 7491 . 7125 . 6749

40 . 9545 . 9317 . 9076 . 8820 . 8548 . 8260 . 7953 . 7628 . 7282 . 6923

 *NOTE: THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE: TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS. 
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APPROXIMATE CLOSING DATES: 3/7/78-PRESENT

CONTRACT RATE 6. 00%

SUBSIDY RATE 4. 00%

PREMIUM RATE . 70% SECTION 235 FACTOR TABLES*

 PURSUANT TO THE SOLDIERS' AND SAILORS'

 CIVIL RELIEF ACT

 AMORTIZATION YEAR

MORTGAGE FORMULA TWO

TERM

(YEARS)

 1ST 2ND 3RD 4TH 5TH 6TH 7TH 8TH 9TH 10TH

10 1. 5434 1. 4982 1. 4502 1. 3993 1. 3452 1. 2878 1. 2268 1. 1621 1. 0934 1. 0204

15 1. 6121 1. 5867 1. 5597 1. 5310 1. 5005 1. 4682 1. 4339 1. 3974 1. 3587 1. 3177

20 1. 6863 1. 6702 1. 6532 1. 6351 1. 6159 1. 5955 1. 5738 1. 5508 1. 5264 1. 5005

25 1. 7486 1. 7379 1. 7265 1. 7144 1. 7016 1. 6879 1. 6735 1. 6581 1. 6418 1. 6245

30 1. 8001 1. 7927 1. 7848 1. 7765 1. 7676 1. 7582 1. 7483 1. 7377 1. 7264 1. 7145

35 1. 8610 1. 8558 1. 9502 1. 8443 1. 8380 1. 8313 1. 8242 1. 8167 1. 8087 1. 8002

40 1. 9117 1. 9079 1. 9039 1. 8996 1. 8951 1. 8903 1. 8852 1. 8798 1. 8741 1. 8680

 11TH 12ND 13TH 14TH 15TH 16TH 17TH 18TH 19TH 20TH

15 1. 2741 1. 2278 1. 1786 1. 1264 1. 0710

20 1. 4730 1. 4438 1. 4128 1. 3799 1. 3449 1. 3078 1. 2684 1. 2266 1. 1822 1. 1351

25 1. 6061 1. 5866 1. 5659 1. 5439 1. 5205 1. 4957 1. 4694 1. 4415 1. 4118 1. 3803

30 1. 7018 1. 6883 1. 6741 1. 6589 1. 6428 1. 6257 1. 6075 1. 5883 1. 5678 1. 5461

35 1. 7912 1. 7817 1. 7715 1. 7608 1. 7493 1. 7372 1. 7243 1. 7106 1. 6961 1. 6807

40 1. 8616 1. 8547 1. 8474 1. 8397 1. 8315 1. 8227 1. 8135 1. 8036 1. 7932 1. 7821

 21ST 22ND 23RD 24TH 25TH 26TH 27TH 28TH 29TH 30TH

25 1. 3469 1. 3114 1. 2737 1. 2336 1. 1912

30 1. 5230 1. 4985 1. 4725 1. 4449 1. 4156 1. 3845 1. 3515 1. 3164 1. 2792 1. 2397

35 1. 6643 1. 6469 1. 6285 1. 6089 1. 5881 1. 5660 1. 5425 1. 5176 1. 4912 1. 4631

40 1. 7704 1. 7579 1. 7446 1. 7305 1. 7156 1. 6997 1. 6829 1. 6650 1. 6460 1. 6259

 31ST 32ND 33RD 34TH 35TH 36TH 37TH 38TH 39TH 40TH

35 1. 4333 1. 4017 1. 3681 1. 3325 1. 2949

40 1. 6045 1. 5817 1. 5576 1. 5320 1. 5048 1. 4760 1. 4453 1. 4128 1. 3782 1. 3423

 *NOTE: THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE: TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS. 

APPENDIX 25 ASSIGNMENT PROGRAM SCHEDULE
APPENDIX 26 MORTGAGEE'S FIRST NOTICE TO MORTGAGOR - HUD LETTER #1

 *********************************************

 * INSTRUCTIONS TO MORTGAGEES: ALL LANGUAGE *

 * IS MANDATORY--NO CHANGES PERMITTED *

 *********************************************

 (LETTERHEAD OF MORTGAGEE )

 FOR HOMEOWNERS WHO SPEAK SPANISH

 AVISO IMPORTANTE PARA LAS PERSONAS QUE HABLAN ESPANOL

 ESTA NOTIFICACION ES DE SUMA IMPORTANCIA, PUES AFECTA SU

DERECHO A CONTINUAR VIVIENDO EN SU CASA.  SI NO COMPRENDE EL

CONTENIDO DE ESTA CARTA, OBTENGA UNA TRADUCCION

INMEDIATAMENTE.  SI USTED NO RESPONDE DENTRO DE SIETE (7)

DIAS A PARTIR DE LA FECHA DE ESTA NOTIFICACION, USTED PUEDE

PERDER SU CASA EN EL FUTURO. 

 Dear _______________:

 YOUR SITUATION IS SERIOUS!! YOU COULD LOSE YOUR HOME!!

 The mortgage payments for the months of ______________________

are due.  A total of $___________________ is owed in back payments and

late charges.  Unless this amount is paid immediately or a plan for

repayment is arranged, we will begin foreclosure of the mortgage and

you may lose your home. 

 However, if you have missed your mortgage payments because of a

condition which you could not control (such as illness, loss of your job or

some other serious condition that made it impossible for you to make your

mortgage payment), the Department of Housing and Urban Development (HUD)

may be able to help you.  HUD may be able to accept an assignment of your

mortgage.  If HUD accepts an assignment, HUD would become your mortgagee. 

You would then make your mortgage payments to HUD and HUD would work with

you in an effort to help you keep your home. 
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 We are now trying to decide if your case meets HUD's standards for

assignment.  If we decide that your case does meet the criteria, we will

ask HUD to accept an assignment of your mortgage.  If we decide that it

does not meet the criteria, we will tell you why we made that decision and

will provide you with further instructions to approach HUD on your own

behalf prior to our beginning foreclosure. 

 We are enclosing a copy of HUD-92068F, Request for Financial

Information.  Although it is voluntary on your part to furnish the

information, failure to provide the information may cause you to lose your

home.  This Form asks questions about your financial situation and asks why

you have not been making your mortgage payments. 

 In order for us to fairly consider your case, this completed Form must

be sent to us with a postmark no later than _____________.  We suggest you

make a copy of this Form before you sent it to us. 

 If you need help in filling out the Form, please call us at (___)

_________________.  You may also call a HUD approved housing counseling

agency shown on the enclosed list or use the HUD toll-free nationwide

number, which is 1-800-569-4287, to obtain a list of housing counseling

agencies in your area, or, if you prefer, you may contact an attorney.  If

you meet certain income or eligibility requirements, you may be able to

obtain legal assistance at minimal or no cost from the Legal Services

Agency in your community. 

 If we are forced to start foreclosure, additional attorney's fees and

legal charges will be added to the amount owed.  Other letters concerning

your situation will be forthcoming.  If you are really interested in saving

your home, WE URGE YOU TO ACT NOW. 

 Sincerely,

Enclosure

cc: Housing Counseling Agency List (if applicable)

**************************************************

* INSTRUCTIONS TO MORTGAGEES: FOR AN ENGLISH *

* TRANSLATION OF THE SPANISH LANGUAGE WARNING, *

* SEE HANDBOOK 4330. 1 REV-4 *

**************************************************
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 MORTGAGEE'S FIRST NOTICE TO MORTGAGOR - HUD LETTER #1A

 *********************************************

 * INSTRUCTIONS TO MORTGAGEES: ALL LANGUAGE *

 * IS MANDATORY--NO CHANGES PERMITTED *

 *********************************************

 (LETTERHEAD OF MORTGAGEE )

 FOR HOMEOWNERS WHO SPEAK SPANISH

 AVISO IMPORTANTE PARA LAS PERSONAS QUE HABLAN ESPANOL

 ESTA NOTIFICACION ES DE SUMA IMPORTANCIA, PUES AFECTA SU DERECHO

A CONTINUAR VIVIENDO EN SU CASA.  SI NO COMPRENDE EL CONTENIDO DE

ESTA CARTA, OBTENGA UNA TRADUCCION INMEDIATAMENTE.  SI USTED NO

RESPONDE DENTRO DE SIETE (7) DIAS A PARTIR DE LA FECHA DE ESTA

NOTIFICACION, USTED PUEDE PERDER SU CASA EN EL FUTURO. 

Dear __________________:

YOUR SITUATION IS SERIOUS!! YOU COULD LOSE YOUR HOME!!

 The mortgage payments for the months of _________________________

are due.  A total of $___________________ is owed in back payments and late

charges.  Unless this amount is paid immediately or a plan for repayment is

arranged, we will begin foreclosure of the mortgage and you may lose your

home. 

 However, if you have missed your mortgage payments because of a

condition which you could not control (such as illness, loss of your job or

some other serious condition that made it impossible for you to make your

mortgage payment), the Department of Housing and Urban Development (HUD)

may be able to help you.  HUD may be able to accept an assignment of your

mortgage.  If HUD accepts an assignment, HUD would become your mortgagee. 

You would then make your mortgage payments to HUD and HUD would work with

you in an effort to help you keep your home. 
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 We are now trying to decide if your case meets HUD's standards

for assignment.  If we decide that your case does meet the criteria,

we will ask HUD to accept an assignment of your mortgage.  If we

decide that it does not meet the criteria, we will tell you why we

made that decision and will provide you with further instructions to

approach HUD on your own behalf prior to our beginning foreclosure. 

 We are enclosing a copy of HUD-92068F, Request for Financial

Information.  Although it is voluntary on your part to furnish the

information, failure to provide the information may cause you to lose

your home.  This Form asks questions about your financial situation

and asks why you have not been making your mortgage payments. 

 In order for us to fairly consider your case, this completed Form

must be sent to us with a postmark no later than ______________.  We

suggest you make a copy of this Form before you send it to us. 

 If you need help in filling out the Form, please call us at

 (____)_____________.  You may also call a HUD approved housing

 counseling agency shown on the enclosed list or use the HUD toll-free

* nationwide number, which is 1-800-569-4287, to obtain a list of *

 housing counseling agencies in your area, or, if you prefer, you may

 contact an attorney.  If you meet certain income or eligibility

 requirements, you may be able to obtain legal assistance at minimal or

 no cost from the Legal Services Agency in your community. 

 If we are forced to start foreclosure, additional attorney's fees

and legal charges will be added to the amount owed.  Other letters

concerning your situation will be forthcoming.  If you are really

interested in saving your home, WE URGE YOU TO ACT NOW. 

 Sincerely,

 Enclosure

 cc: Housing Counseling Agency List (if applicable)

 **If a major disaster occurs, the Federal Emergency Management

Agency (FEMA) will publicize a toll-free telephone number in

the disaster area.  Call that
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 number for information about FEMA's "mortgage assistance

program".  You may also visit FEMA's temporary Disaster Relief

Office in the disaster area or call the permanent FEMA Disaster

Relief Office that serves your area. 

 **************************************************

 * INSTRUCTIONS TO MORTGAGEES: FOR AN ENGLISH *

 * TRANSLATION OF THE SPANISH LANGUAGE WARNING, *

 * SEE HANDBOOK 4330. 1 REV-4 *

 **************************************************

APPENDIX 27 MORTGAGEE'S SECOND NOTICE TO MORTGAGOR - HUD LETTER #2

 (TO BE USED WHEN MORTGAGEE DECIDES TO REQUEST ACCEPTANCE OF

 ASSIGNMENT)

 *********************************************

 * INSTRUCTIONS TO MORTGAGEES: ALL LANGUAGE *

 * IS MANDATORY--NO CHANGES PERMITTED *

 *********************************************

 (LETTERHEAD OF MORTGAGEE)

 FOR HOMEOWNERS WHO SPEAK SPANISH

 AVISO IMPORTANTE PARA LAS PERSONAS QUE HABLAN ESPANOL

 ESTA NOTIFICACION ES DE SUMA IMPORTANCIA, PUES AFECTA SU DERECHO

A CONTINUAR VIVIENDO EN SU CASA.  SI NO COMPRENDE EL CONTENIDO DE

ESTA CARTA; OBTENGA UNA TRADUCCION INMEDIATAMENTE. 

Dear ______________________:

 We have looked at the facts of your case and we have decided that,

unfortunately, we cannot help you any more in trying to save your home. 

 WE HAVE DECIDED THAT YOUR CASE MEETS THE DEPARTMENT OF HOUSING AND

URBAN DEVELOPMENT'S (HUD) STANDARDS FOR ACCEPTANCE OF AN ASSIGNMENT. 

THEREFORE, WE WILL ASK HUD TO CONSIDER ACCEPTANCE OF ASSIGNMENT OF YOUR

MORTGAGE FROM US. 

 An extensive review of your assignment request will be performed by

the local HUD office.  If HUD accepts the assignment, HUD will become your

mortgagee and you may be able to keep your home.  HUD will work out a

payment plan that may help you catch up on your back payments.  You do not

need to do anything right now.  HUD will write to you soon.  Be sure you

respond within all time frames in the assignment process. 
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 If you have any questions, call us at (___)___________________. 

 Sincerely,

 *************************************************************

 * INSTRUCTIONS TO MORTGAGEE: THIS LETTER IS TO BE USED TO *

 * ADVISE THE MORTGAGOR THAT YOU HAVE DECIDED TO REQUEST *

 * THAT HUD CONSIDER THE ACCEPTANCE OF AN ASSIGNMENT ON A *

 * CASE.  THERE MUST BE AT LEAST A 7-DAY INTERVAL BETWEEN *

 * THE MAILING OF HUD LETTER #1 AND THE MAILING OF THIS *

 * LETTER.  FOR AN ENGLISH TRANSLATION OF THE SPANISH *

 * LANGUAGE WARNING, SEE HUD HANDBOOK 4330. 1 REV-3.  *

 *************************************************************

APPENDIX 28 MORTGAGEE'S SECOND NOTICE TO MORTGAGOR - HUD LETTER #3

 (TO BE USED WHEN MORTGAGEE DECIDES NOT TO REQUEST ACCEPTANCE OF

 ASSIGNMENT)

 *********************************************

 * INSTRUCTIONS TO MORTGAGEE: ALL LANGUAGE *

 * IS MANDATORY--NO CHANGES PERMITTED *

 *********************************************

 (LETTERHEAD OF MORTGAGEE)

 FOR HOMEOWNERS WHO SPEAK SPANISH

 AVISO IMPORTANTE PARA LAS PERSONAS QUE HANLAN ESPANOL

 ESTA NOTIFICACION ES DE SUMA IMPORTANCIA, PUES AFECTA SU

DERECHO A CONTINUAR VIVIENDO EN SU CASA.  SI NO COMPRENDE EL

CONTENIDO DE ESTA CARTA OBTENGA UNA TRADUCCION

INMEDIATAMENTE.  SI USTED NO RESPONDE A HUD AL ( )

_______________ DENTRO DE QUINCE (15) DIAS A PARTIR DE LA

FECHA DE ESTA NOTIFICACION, USTED PUEDE PERDER SU CASA EN EL

FUTURO. 

 Dear ______________________:

 As we told you in our last letter, your mortgage is in serious

trouble.  We have determined that we cannot help you any more in

trying to save your home.  However, if you meet established standards,

the Department of Housing and Urban Development (HUD) may accept an

assignment of your mortgage and take over as your mortgagee. 

 We do not believe that you meet the criteria because you have not

demonstrated that:

 *****************************************************

 * INSTRUCTIONS TO MORTGAGEE: STATE THE COMPLETE *

 * CRITERIA NOT MET (VERBATIM AS STATED IN THIS *

 * HANDBOOK) AND FACTS AND REASONING RELIED UPON IN *

 * REACHING THIS DECISION.  *

 *****************************************************
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 YOU HAVE A RIGHT TO QUESTION OUR DECISION.  You can go to HUD

yourself and ask that they look at your case.  If you appeal to HUD,

we will not foreclose until HUD has time to review your case.  If you

do not appeal, we will start foreclosure. 

 If you want to ask HUD to accept an assignment of your mortgage,

IMMEDIATELY call them at (___) ________________, or write to them at

_______________________________*.  YOU MUST CONTACT HUD WITHIN 15 DAYS

which is ______ MM/DD/YY ______.  If you do not contact HUD by this

date, you will relinquish your right for any further assignment

consideration. 

 If you need help in making your appeal to HUD, you may wish to

 call a HUD-approved housing counseling agency shown on the enclosed

* list or use the HUD toll-free nationwide number which is

 1-800-569-4287 to obtain a list of housing counseling agencies in *

your area.  They can answer any questions about the assignment program

and their help is usually free, or if you prefer, you may contact an

attorney.  If you meet certain income or eligibility requirements, you

may be able to obtain legal assistance at a minimum or no cost from

the Legal Services Agency in your community. 

Sincerely,

 Enclosure: Housing Counseling Agency List (if applicable)

 **********************************************************

 * INSTRUCTIONS TO MORTGAGEE: AT THE ASTERISK (*) IN THE *

 * FIRST PARAGRAPH ON THIS PAGE, INSERT THE ADDRESS OF *

 * THE LOCAL HUD OFFICE.  THERE MUST BE AT LEAST A 7-DAY *

 * INTERVAL BETWEEN THE MAILING OF HUD LETTER #1 AND THE *

 * MAILING OF THIS NOTICE.  FOR AN ENGLISH TRANSLATION *

 * OF THE SPANISH LANGUAGE WARNING, SEE HUD HANDBOOK *

 * 4330. 1 REV-4.  *

 **********************************************************
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APPENDIX 34 ASSIGNMENT ACCEPTANCE LETTER TO MORTGAGEE

LENDER: ________________________________

 ________________________________

 ________________________________

Dear ____________________________:

SUBJECT: MORTGAGOR NAME:

 FHA CASE NO. :

 LOAN NO. :

 LOG NUMBER:

 We have decided to accept the assignment of the subject mortgage.  HUD

regulations require that you record the assignment of the security and

credit instruments to HUD within 30 days of the date of this letter. 

 Do not report this loan to the credit bureau as a foreclosure.  If you

have initiated foreclosure in error, contact the HUD Office immediately. 

 On the date the assignment is filed for record, you must submit your

claim (original) to Department of Housing and Urban Development ATTN:

Insurance Claims Branch, Post Office Box 23998, Washington, DC 20026.  On

this same day, forward a copy of your claim to this office, ATTN: Loan

Management Branch, and submit title evidence to the appropriate HUD Field

Counsel. 

 You must submit title evidence under separate cover and it must be

accompanied by a dated cover letter which includes the mortgagor's name,

the FHA case number, the loan number, the property address, and the address

to which all title-related correspondence should be sent and the name and

telephone number of the person in your office to whom all title-related

questions may be referred. 

 Prepare your claim on Form HUD-27011, Single Family Application for

Insurance Benefits, and follow its accompanying instructions.  Ensure that

a copy of your title submission certificate is included with the Form

HUD-27011 submitted to both HUD Headquarters and this office.  Incomplete

or incorrectly prepared claim packages will be returned to lenders, and, in such cases, the

debenture interest allowance in the cash payment of the claim may be

computed only to the date on which the assignment was filed for record.  To

avoid the loss of interest and additional work entailed in resubmitting a

claim, please ensure that the claim is accurately completed.  Claims must

be received by the Insurance Claims Branch within 10 days of the date the

assignment was filed for record. 

 Complete the following actions prior to recording the assignment:

 1. Do not cancel the hazard or flood insurance policy.  The

mortgagee must notify the insurance carrier of the change in

mortgagee and must authorize the carrier to amend the loss

payable clause substituting as mortgagee "Secretary of Housing

and Urban Development of Washington DC his/her successors and

assigns IN CARE OF (and insert the address of the local HUD Field

Office)".  The amendment should be effective as of the date the

mortgage is assigned.  A copy of the letter from the mortgagee to

each insurance carrier, authorizing the amendment, should be

submitted to the local HUD Office, Single Family Loan Management

Branch with the original insurance policy. 

 Also instruct the insurance carrier to modify their standard

billing procedures.  The insurance carrier must be advised to

send premium notices directly to the homeowner with a copy of the

notice to this office.  The premium notice must clearly indicate

that it is the original notice and the homeowner is responsible

for prompt payment.  If the policy is canceled due to non-payment

of the premium, the insurance carrier must provide this office

with a copy of the cancellation notice. 

 Also instruct the insurance carrier to address all correspondence

concerning hazard insurance to the homeowner with a copy to this

office, not HUD Headquarters, in Washington, DC. 

 2. Secure and pay all available tax bills prior to the date of

assignment regardless of whether the taxes are payable before or

after the expected date of assignment.  Any bills received after

the date of the assignment must be mailed to the Loan Management

Branch of this office.  Notify all applicable taxing authorities

of the change in mortgagee and instruct them to send all future

tax bills to this office -- not HUD Headquarters in Washington,

DC.  If a taxing authority requires the mortgagor's written

permission to send tax bills directly to this office, provide the

taxing authority with the necessary documents. 

 3. On Section 235 mortgages, bill HUD for any assistance payments

earned through the date the assignment was filed for record and

apply these and any earned assistance on hand to the mortgagor's

account.  Since regulations require that lenders may not start

foreclosure until the assignment process has been completed,

eligible delinquent mortgagors are still entitled to assistance

payments even if they were not paying their share of the mortgage

payments. 

*If the mortgage has a Section 235 Recapture provision, the HUD

Field Office and HUD Headquarters Office of Finance and

Accounting must be notified of the total amount of subsidy that

HUD paid on behalf of the mortgagor.  *

 Should you have any questions concerning the preparation or submission

of your claim for the title evidence, please contact the Loan Management

Branch on ( ) ________ - ________, or Field Counsel on ( ) __________

- ______________. 

 Sincerely,

 Director

 Housing Management Division

APPENDIX 35 Sixty Days Notice Letter

Date FHA Case Number ____________________

Loan Number ____________________

Dear (Mortgagor's Name):

 Pursuant to Section 221(g)(4) of the National Housing Act, as amended,

we are planning to exercise an option to transfer (assign) your mortgage to

the Department of Housing and Urban Development (HUD) as of its twentieth

year.  The transfer is not a reflection on your payment history or credit,

in fact, your mortgage must be current to be eligible. 

 THIS LETTER SERVES AS YOUR 60 DAYS' NOTICE.  YOU ARE NOT REQUIRED TO

DO ANYTHING AT THIS TIME.  WE WILL SEND YOU A SECOND NOTICE APPROXIMATELY

15 DAYS PRIOR TO THE FIRST PAYMENT THAT WILL BE DUE TO HUD OR 15 DAYS PRIOR

TO THE TRANSFER OF YOUR MORTGAGE.  THE SECOND NOTICE WILL GIVE SPECIFIC

INSTRUCTIONS ON WHAT YOU WILL NEED TO DO. 

 When your mortgage is transferred, HUD will require that you continue

paying the principal and interest and service charge to them and have

adequate hazard insurance coverage (and flood insurance if it is presently

required) to protect their interest in the mortgage.  In addition, you will

be responsible for the payment of your tax bills and insurance premiums

which are associated with the hazard, flood and other insurance coverage. 

HUD will not escrow for any item.  You will also be required to verify your

payment of taxes and hazard (and flood) insurance within 30 days of the due

date by sending copies of the paid receipts to HUD.  HUD reserves the right

to escrow for taxes or advance funds to pay taxes if you fail to do so. 

The monies in your escrow account and (if applicable) any advanced monthly

payments will be refunded to you after the transfer of your mortgage

occurs. 

 If you prefer to pay your mortgage off rather than have it transferred

to HUD, you may request a payoff statement from us and remit payment in

full before the transfer occurs.  Please contact our Payoff Department at

XXX-XXX-XXXX.  If you have any questions concerning your account on this

matter, please call XXX-XXX-XXXX. 

APPENDIX 36 Second Notice Letter

Date FHA Case Number ____________________

Loan Number ____________________

Dear (Mortgagor's Name):

 As we advised you approximately 45 days ago, we are transferring your

mortgage to the Department of Housing and Urban Development (HUD).  THIS

LETTER SERVES AS YOUR SECOND NOTICE AND SETS FORTH THE INSTRUCTIONS THAT

YOU WILL NEED TO FOLLOW. 

 Beginning with your next monthly payment which is due on the first of

each month, you will send to HUD the amount of (dollars).  This is your

monthly payment to HUD (it is equivalent to your scheduled monthly

principal and interest and service charge).  You will make checks or money

orders payable to the Department of Housing and Urban Development.  It is

important that you write your name, property address and FHA Case Number,

which is ____(number)___, on your checks or money orders, otherwise, HUD

may not be able to properly identify your monthly payment.  HUD will send

you each month a billing statement and self-addressed envelopes.  Send your

next payment to: Department of Housing and Urban Development, Payment

Processing Center, P. O.  Box 105652, Atlanta, GA 30348. 

 We will refund the monies in your present escrow account and any

advanced monthly payments shortly after the transfer occurs.  Also, we have

contacted all third parties, such as, taxing authorities and insurance

carriers to inform them that you are responsible for the payment of tax

bills and premiums.  Your hazard insurance carrier (and flood) has been

requested to change the named beneficiary in the mortgagee clause to HUD. 

 If you have any questions, please contact us at XXX-XXX-XXXX.  If you

have any questions after the transfer of your mortgage, you should contact

the local HUD Office of the Department of Housing and Urban Development. 

Their address is __(street or P. O.  Box, City, State, ZIP)__.  The telephone

number of the Single Family Loan Management Branch is XXX-XXX-XXXX.  You

should address all correspondence to the local HUD Office, as the Payment Processing Center in Atlanta, Georgia, is only HUD's banking facility, and any inquiries sent to them will be delayed or may not be answered at all. 

 We hope these instructions will assist you.  PLEASE SEE THE ATTACHED

INSTRUCTIONS AND NOTICE. 

 TRANSFER OF 221(g)(4)

 SPECIAL INSTRUCTIONS AND NOTICE

 PLEASE BEGIN MAKING YOUR MONTHLY PAYMENTS TO HUD.  IF YOU DO NOT REMIT

YOUR PAYMENT TO HUD, YOU MAY BE CONSIDERED DELINQUENT IF THE PAYMENT IS NOT

RECEIVED.  YOUR MONTHLY PAYMENT WILL BE APPLIED FIRST TO ANY DELINQUENCY,

THEN TO CURRENT INTEREST DUE, WITH THE REMAINDER TO PRINCIPAL.  DO NOT SEND

MORE THAN THE AMOUNT DUE UNLESS YOU DESIRE TO REPAY ANY DELINQUENCY, OR TO

REDUCE THE PRINCIPAL BALANCE.  ANY AMOUNT IN EXCESS OF THIS MONTHLY PAYMENT

WILL BE APPLIED AS DESCRIBED ABOVE.  YOU WILL RECEIVE A STATEMENT EVERY

MONTH UNTIL THE MORTGAGE IS PAID IN FULL. 

 IN ADDITION, YOU ARE REQUIRED TO RAVE ADEQUATE HAZARD INSURANCE

COVERAGE (AND FLOOD INSURANCE IF IT IS PRESENTLY REQUIRED) TO PROTECT HUD'S

INTEREST IN THE MORTGAGE.  HUD MUST BE THE NAMED BENEFICIARY AND MUST

RECEIVE THE ORIGINAL POLICY.  YOU ARE RESPONSIBLE FOR THE PAYMENT OF YOUR

INSURANCE PREMIUMS WHICH ARE ASSOCIATED WITH THE HAZARD, FLOOD OR OTHER

INSURANCE COVERAGE AND TAX BILLS.  HUD WILL NOT ESCROW FOR ANY ITEM.  YOU

ARE ALSO REQUIRED TO VERIFY YOUR PAYMENTS OF HAZARD (AND FLOOD) INSURANCE

PREMIUMS AND TAXES WITHIN 30 DAYS AFTER THE DUE DATE BY SENDING COPIES OF

THE PAID RECEIPTS TO THE LOCAL HUD OFFICE.  HUD RESERVES THE RIGHT TO

ESCROW FOR TAXES OR ADVANCE FUNDS TO PAY TAXES IF YOU FAIL TO DO SO.  HUD

ALSO RESERVES THE RIGHT TO CHANGE ITS SERVICING POLICIES AND PROCEDURES AS

THEY RELATE TO YOUR MORTGAGE. 

APPENDIX 37 FORECLOSURE TIME FRAMES

 Mortgagees are expected to complete foreclosure within the following

time frames.  Documented delays which are found to be beyond the control of

the mortgagee shall be taken into consideration before any determination is

made that reasonable diligence was not followed. 

 These requirements shall apply to all foreclosure actions commenced on

or after March 1, 1990. 

STATE MONTHS STATE MONTHS STATE MONTHS

_____ ______ _____ ______ _____ ______

Alabama 4 Kentucky 7 North Dakota 10

Alaska 7 Louisiana 6 Ohio 12

Arkansas 5 Maine 22 Oklahoma 7

Arizona 4 Maryland 6 Oregon 7

California 7 Massachusetts 8 Pennsylvania 10

Colorado 7 Michigan 9 /1 Puerto Rico 14

Connecticut 9 Minnesota 12 Rhode Island 3

Delaware 8 Mississippi 4 South Carolina 7

District of Col.  7 Missouri 3 South Dakota 10

Florida 9 Montana 9 Tennessee 4

Georgia 4 Nebraska 6 Texas 3

Hawaii 9 Nevada 7 Utah 5

Idaho 9 New Hampshire 4 Vermont 17

Illinois 13 New Jersey 14 Virginia 5

Indiana 12 New Mexico 7 Washington 6

Iowa 17 New York 13 West Virginia 5

Kansas 12 North Carolina 5 Wisconsin 12

Wyoming 6

 The time frames are measured from the initiation to the completion of

foreclosure.  Initiation of foreclosure is the first public action required

by law, such as filing a complaint or petition, recording a notice of

default, or publication of a notice of sale.  Completion of foreclosure

shall be considered to be the date on which the Sheriff's, Trustee's, etc. 

deed is recorded except that, any redemption period must have run out

before the mortgagee is deemed to have marketable title

_________________________________

 /1This 9 months includes the redemption that runs after the

foreclosure deed is granted. 

(particularly in Michigan).  The deed is generally executed after the

expiration of the redemption period and before eviction of the occupant. 

If the property will be directly conveyed to the Secretary, these time

frames will be extended an additional thirty days. 

 Supporting documentation such as attorney's correspondence or copies

of court records must be retained in the claim review file.  The cause of

the delay and the documentation will be examined for justification at the

time of the on-site claims review.  If not justified, the mortgagee will be

required to refund to HUD any unearned debenture interest. 

 Examples of situations which HUD recognizes as circumstances beyond

the control of the mortgagee include; bankruptcy petitions filed after

foreclosure initiation, contests of foreclosure, overcrowded court

calendars, delays in obtaining service of process, etc.  HUD recognizes

that prior approval to exceed these time frames would be burdensome or

unfeasible for both mortgagees and Field Offices and therefore will not be

required. 

 Completion of foreclosure within these time frames will be considered

"reasonable diligence in prosecuting such proceedings to completion" as

required by Regulation 203. 356.  Failure to complete the foreclosure within

that time will be considered failure to meet the requirements of the

regulation and cause for curtailment of debenture interest [ 203. 402(k)],

unless the delay was beyond the control of the mortgagee.  Where the

mortgagee has exceeded the time frame without acceptable cause, debenture

interest will be curtailed to the date which the foreclosure should have

been completed. 

APPENDIX 38 Mortgage Notice of Foreclosure Sale
Notice of Foreclosure (link to attached file)

APPENDIX 39 Compliance Inspection Report

 Compliance Inspection Report
APPENDIX 40 Notice To Occupant Of Pending Acquisition

 (SAMPLE NOTICE TO OCCUPANT OF PENDING ACQUISITION)

___________________________________ ___________________________________

(Name) (Date)

___________________________________

(Street Address) AVISO IMPORTANTE PARA PERSONAS DE

 HABLA HISPANA.  ESTE ES UN AVISO

___________________________________ MUY IMPORTANTE.  SI NO ENTIENDE EL

(Town or City) CONTIENDO, OBTENGA UN TRADUCCION

 IMMEDIATAMENTE.  SI USTED NO

___________________________________ RESPONSE DENTRO DE VIENTE (20) DIAS

(HUD/FHA Case No. ) PUEDE SER QUE LO HAGAN MUDAR DE LA

 CASA O APARTAMENTO EN DONDE VIVE. 

Dear ______________________________:

 The mortgage for the property in which you are living is about to

be foreclosed (sometimes referred to as repossessed).  We expect that

ownership of the property will be transferred to (name of mortgagee)

probably within the next 60 to 90 days.  Shortly thereafter, it is probable

that ownership will be transferred to the Secretary of Housing and Urban

Development (HUD). 

 HUD generally requires that there be no one living in properties

for which it accepts ownership unless certain conditions are met.  We have

enclosed a copy of those conditions in Attachment 1.  These conditions

should be read carefully to help you decide whether you wish to apply to

continue living in the house. 

 If you wish to submit a request to continue to live in this

property, after HUD becomes owner, your written request must be received by

HUD within 20 days of the date at the top of this letter.  Oral requests

are not permitted.  We recommend that you use the enclosed Attachment 2,

"Request for occupied Conveyance", in making your request as it gives HUD

information it needs to make its decision.  If you have additional

information which you wish to include with your request, you may write it

on the second page of the form or on additional pages which can be attached

to the form.  Also, please fill out boxes 1, 7 and 8 of the enclosed

Attachment 3, "Request for Verification of Employment", and send it to HUD

with your request.  Your request must be sent to the chief Property Officer

at the following address: _____(address of the HUD Field Office which has

jurisdiction over the property)____. 

 If you believe that you can meet the condition for a temporary,

permanent, or long-term illness or injury (see Item 1(d) in Attachment 1,

"Conditions for Continued Occupancy"), you should say so in your request

and include documentation supporting your claim.  This documentation must

include a projection of the date that you could be moved without severely

aggravating the illness or injury and a statement by a state-certified

physician establishing the validity of your claim. 

 If HUD approves your request to remain in the property, it will

only be for a temporary period.  see Attachment 4, "Temporary Nature of

Continued Occupancy". 

 If HUD denies your request, you will be given an opportunity to ask

that the denial be reconsidered and to furnish information relating to the

reasons for the request being denied. 

 If HUD does not in fact become owner of this property, any decision

it may make with respect to your continued occupancy will no longer apply. 

 If you have any questions concerning this notice, please contact

the Chief Property Officer at the HUD Field Office shown above. 

 IMPORTANT NOTICE

YOU MUST REPLY TO THE HUD FIELD OFFICE IN WRITING WITHIN THE NEXT 20 DAYS

OF THE DATE ON THIS LETTER OR YOU WILL BE REQUIRED TO MOVE FROM THE

PROPERTY BEFORE HUD BECOMES OWNER OF THE PROPERTY. 

 Sincerely,

 (Signature)

 _______________________________________

 (Name & Title)

Attachments

 (Attachment #1 to Mortgagee's Notice of Pending Acquisition)

 CONDITIONS FOR CONTINUED OCCUPANCY

The following conditions must be met before HUD can approve the occupied

conveyance of an acquired property. 

1. One or more of the following must be met:

 (a)Your occupancy is necessary to protect it from vandalism. 

 (b)The average time in inventory for HUD's unsold inventory in the

residential area in which the property is located exceeds six

months. 

 (c)With respect to two-to-four-unit properties, the marketability of

the property would be improved by your continuing in occupancy. 

 (d)An individual residing in the property suffers from a permanent,

temporary, or long-term illness or injury that would be

aggravated by the process of moving from the property. 

2. The house must be habitable (except for approval under condition

1(d)). 

3. You must have been living in the house at least 90 days prior to the

date the lender acquires title to the house (except for approval under

condition 1(d)). 

4. You must agree to sign a month-to-month lease at fair market rental on

a form prescribed by HUD at the time HUD acquires the house. 

5. You must have the financial ability to make the monthly rental

payments under the terms of the lease. 

6. You must agree to pay one month's advance rent when you sign the lease

(except for approval under condition 1(d)). 

7. You must allow access to the property during normal business hours:

 (a)By HUD representatives for a physical inspection of the property,

with two days notice. 

 (b)By HUD contractors doing repairs, with two days notice. 

 (c)By real estate brokers and their clients. 

8. You must disclose and verify the Social Security Numbers of all family

members six years of age and older.  

 (Attachment #2 to Mortgagee's Notice of Pending Acquisition)

 Request for Occupied Conveyance (Link to: 9539. pdf)
 (Attachment #3 to Mortgagee's Notice of Pending Acquisition)

 Request for Verification of Employment  (link to: 1005. pdf)
 (Attachment #4 to Mortgagee's Notice of Pending Acquisition)

 TEMPORARY NATURE OF CONTINUED OCCUPANCY

This is to advise you that occupancy of HUD-owned property is not permanent

but is only temporary in all cases and is subject to termination to

facilitate preparing the property for sale and completing its sale. 

Temporary means that your lease arrangement with HUD is subject to

termination at the convenience of the government upon 30 day's notice.  You

should not view your living in this property as a permanent or long-term

arrangement.  It is HUD's policy to ask you to vacate the property and, if

necessary, take appropriate eviction action for the following causes:

 1. Failure to execute the lease. 

 2. Failure to pay the required rent, including the initial

payment at the time of execution of the lease. 

 3. Failure to comply with the terms of the lease. 

 4. Failure to allow access to the property to accomplish

necessary repairs, inspect the property, or allow real

estate brokers to show the property to a prospective

purchaser. 

 5. Preparation of the property for sale. 

 6. Assignment of the property by the Field Office to a

different use or program. 

APPENDIX 41  Home Mortgage ADP Code Chart  (link to: 43301x41. pdf)
APPENDIX 42 Non-Endorsement Notice (link to: 43301x42. pdf)
APPENDIX 43 Mortgagee's Assurance Of Completion (link to: 43301x43pdf)
APPENDIX 44 Notice To Buyer This Section 235 Mortgage 

 *************************************************************

 * INSTRUCTIONS TO MORTGAGEE *

 * ALL LANGUAGE IS MANDATORY--NO CHANGES PERMITTED *

 *************************************************************

 NOTICE TO BUYER

 THIS SECTION 235 MORTGAGE MAY BE SUBJECT TO RECAPTURE

 IT IS MOST IMPORTANT THAT YOU READ THIS NOTICE CAREFULLY

 You have applied for an FHA-insured mortgage under the Section

235 Recapture Program.  The law governing the mortgage for which you

are making application provides the following conditions:

 1. Under this program the Department of Housing and Urban

Development (HUD) will pay a portion of your monthly mortgage

payment.  Your eligibility and the size of HUD's portion of the

payment depend upon your family income, occupancy of the property

and other factors. 

 a. Under the 30-year program, you must pay at least 20 percent

of your adjusted monthly income towards your monthly

mortgage payment. 

 b. Under the 10-year program, you must pay at least 28 percent

of your adjusted monthly income towards your monthly

mortgage payment.  When your assistance stops after the

10-year period, even if you still need assistance with your

mortgage payments beyond that period, the Department cannot

assure you that it will be able to continue assisting you

with your monthly mortgage payment by extending the

assistance payments contract.  There may not be any funds;

but if funds are available, you will have to prove that you

have a hardship (not able to make the full payment) to

continue receiving assistance.  You will have to make your

full monthly mortgage payment when HUD's assistance is

discontinued. 

 2. You will be required to execute a note and second mortgage (or

deed of trust) with addendum at settlement of the mortgage in favor of the Secretary of the Department of Housing and Urban Development to assure repayment of the assistance. 

 3. You will be required to recertify annually by submitting to your

lender every year information on your family income and the

number of persons in your family.  Anytime your monthly household

income rises by $50. 00 or more, or if you vacate, rent or sell

your property, you must notify your lender immediately. 

 4. HUD will demand the immediate repayment of the full amount of

recapture due the Department when any one of the following events

occurs:

 a. Sale of property (new mortgage). 

 b. Sale of property (assumption of mortgage) to an assumptor

who is not eligible for Section 235 assistance or to an

assumptor who is eligible for Section 235 assistance but

chooses not to accept it. 

 c. Rental of property (or, in the case of a property with more

than one unit, the owner's unit is rented) for more than one

year. 

 d. Request from the mortgagor, or on behalf of the mortgagor,

to satisfy HUD's lien, i. e. , refinancing the first mortgage. 

 5. In the event this mortgage is assumed, HUD will demand payment of

the recapture amount from the mortgagor who is in possession of

the property at the time an event occurs that activates the

Recapture Provision. 

 NOTE: Assumptors should be aware that the recapture amount

due HUD will be calculated based on the assistance paid

on behalf of the original mortgagor as well as that

amount paid on behalf of all previous assumptors of the

mortgage. 

 6. The amount of assistance to be recaptured by HUD shall be the

lesser of a.  and b.  below:

a. The amount of assistance actually paid to the mortgagee on

behalf of the original mortgagor and any assumptors of the

mortgage; or

 b. Fifty percent (. 50) of the net appreciation of a property. 

 NOTE: Net appreciation of a property is any increase in

the value of that property over the original

purchase price, minus the reasonable costs of

sale, the cost of refinancing the first mortgage,

or the cost of the appraisal when paying off the

first mortgage without sale of a property (should

the mortgagor request satisfaction of the HUD

lien), and minus the reasonable costs of

improvements made to the property. 

 In order that you receive the greatest profit from the sale of

your home, it is recommended that IMMEDIATELY AFTER YOU PURCHASE YOUR

HOME, A SYSTEM SHOULD BE ESTABLISHED FOR KEEPING A RECORD OF THE COST

OF (AND THE PAID RECEIPTS FOR) ANY CAPITAL IMPROVEMENTS THAT ARE MADE

TO YOUR HOME AND PROPERTY.  Costs for home improvements allowed by

HUD, as well as certain costs related to the sale of the property, may

be claimed against the appreciation of your property. 

 Examples of costs for acceptable permanent home improvements

(i. e. , costs for paid labor, materials and rental equipment) include,

but are not limited to, the following permanent improvements:

 1. room additions and other permanent improvements, such as porches,

decks, patios, garages, carports, swimming pools, etc. ;

 2. finishing off areas that were unfinished when the mortgage was

insured, such as basements and attics, etc. ;

 3. built-in bookcases, cabinets, fireplaces, closets, etc. ;

 4. appliance additions (stoves, refrigerators, built-in dishwashers,

built-in microwave ovens, clothes washers and

 dryers, water heaters and attic and ceiling fans) which are

conveyed to the buyer by the seller;

 NOTE: Replacements of appliances, roofs, heating systems

(unless replaced by a solar heating system), and

carpeting are not allowed against the appreciation of a

property. 

 5. addition of storm windows and doors, replacement windows,

security systems, central air conditioning, solar heating

systems;

 6. permanent landscaping such as fencing, planting of trees,

shrubbery and bushes, landscaping ties, retaining walls, etc. ;

 7. swimming pools (there are conditions for allowing them as

improvements);

 8. special assessments (HUD Field Office will handle on a

case-by-case basis);

 9. land as an improvement (HUD Field Office will handle on a

case-by-case basis);

 10. fees for building permits and required inspections. 

 The reverse side of this form should be used to record the

improvements you do on your property.  REMEMBER TO ATTACH THE PAID

RECEIPTS, BILLS AND INVOICES TO THIS FORM.  WITHOUT THESE DOCUMENTS

THE COST OF YOUR IMPROVEMENTS WILL NOT BE ALLOWED AGAINST THE

APPRECIATION OF YOUR PROPERTY. 

 NOTICE TO ASSUMPTORS

 Should you assume the first mortgage on a property that has a

Section 235 mortgage, it is recommended that you obtain, at settlement

(a) a list of all the improvements (and the paid receipts) that were

made to the property during the time the former owners had the

mortgage; (b) a signed copy of each Settlement Statement (HUD-1) for

each prior sale of the property.  Those costs may be used to offset

the appreciation of

the property when HUD calculates the amount of recapture due the

Department to satisfy its lien on the property.  However, you, as the

last assumptor receiving assistance, must be in possession of the paid

receipts and signed Settlement Statements in order to document the

cost of assuming the mortgage each time it was assumed.  Without these

documents, those costs will not be allowed against the appreciation of

the property. 

 REPAYING HUD

 If you sell your home to someone who is not eligible for Section

235 assistance, rent your home for more than a year or wish to pay off

your HUD lien, you will have to repay HUD for assisting you with your

monthly mortgage payments.  We call this requirement to repay the

assistance "recapture of assistance".  It is required by law.  You

will have to repay either the amount HUD paid on your behalf or

one-half of the net appreciation (increase in value of your property),

whichever is less.  You can deduct from the value of your home the

reasonable costs of selling it; refinancing the first mortgage; paying

off the first mortgage without sale of property; and/or paying off the

second mortgage or second deed of trust.  You can also deduct the

reasonable costs of major improvements to your home.  To get credit

for the costs of improvements, you must save your paid bills and

payment receipts and have them available to submit to HUD for

calculating the recapture amount due HUD. 

 Receipt of this form is herein acknowledged:

 ________________________________________________

 (Mortgagor)

 ________________________________________________

 (Mortgagor)

 ________________________________________________

 (Date)
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 ANNUAL RECERTIFICATION DATES (SECTION 235)

1. Annual Recertifications. 

 a. If the anniversary date is September 1, the recertification is

required between July 1 and October 1.  If it has not been

received before October 1, the contract must be suspended as of

that date.  Receipt of Form HUD-93101, signed by at least one

mortgagor, constitutes receipt of the recertification.  The last

assistance payment to which the mortgagor is entitled is the one

due September 1.  If the mortgagee has already billed for the

October 1 assistance payment, that payment represents an overpaid

assistance payment which must be refunded to HUD by adjustment to

the mortgagee's billing for assistance payments due November 1. 

 b. If the mortgagor's recertification is received on or after

October 1, the contract may be reinstated, and should be made

effective the first day of the month following the date the

mortgagee received the completed Form HUD-93101. 

2. Other Required Recertifications. 

 a. Example.  The anniversary date is September 1, but the mortgagee

learns on April 4 that an adult member of the family has changed

employment and the result is an increase in the family's total

adult income or that the gross family income (excluding income of

minors) has increased $50 or more per month.  If the mortgage was

insured on or after January 5, 1976), the mortgagee must

immediately request that the mortgagor recertify his income. 

Regardless of the date of the mortgagee's request, if the

recertification is not received before June 1, the contract must

be suspended effective June 1.  Thirty days from April 4 would be

May 4, but the mortgagor is entitled to assistance for the month

of May and, if the recertification were received before the end

of May, would be entitled to assistance at the new rate for the

month of June.  If the assistance payment due June 1 has already

been billed, it will represent an overpaid

assistance payment which must be refunded by adjustment to the

regular billing for assistance payments due July 1.  When the

recertification is received, the contract can be reinstated as

described above.  The mortgagee must request recertification as

quickly as possible after learning of a situation which requires

recertification, since any delay results in shortening the time

provided the mortgagor to respond to the request, and the time

limit on security the recertification is based on the date on

which the mortgagee first learned that the recertification might

be required. 

 b. Exception and Caution.  Not all information received from sources

other than the mortgagor will be accurate, even though the

mortgagee is required to secure a recertification whenever it

learns that one may be required.  If there has been no actual

change requiring recertification, the mortgagee should proceed as

though the recertification had not been requested.  There should

be no adjustment of assistance, and any contract which had been

suspended because of delay in providing the recertification

should be reinstated, with the Form HUD-93114 showing "suspended

in error" as the reason for reinstatement.  Where there has not

been an actual change requiring recertification, it is not

necessary to use Form HUD-93101 to establish the true

circumstances.  The mortgagee may accept the mortgagor's

statement that there has been no change in the source of income

to any adult member of the family or, in the case of a mortgage

insured on or after January 5, 1976, that there has not been an

increase of $50 or more per month in the gross family income

since the date of the last recertification.  Verification is

needed only to the extent that any employers named in the last

recertification reconfirm that the adult members of the family

are still employed by them or that the salary has not increased

$50 or more per month.  Both the mortgagor's statement and the

verifications may be either in writing or by telephone, but the

mortgagee's files must be documented. 

 On mortgages insured prior to January 5, 1976, as long as sources

of income remain the same, any other changes

 which might result in changes in amounts of assistance may be

disregarded, and the amounts of income need not be verified.  On

mortgages insured on or after January 5, 1976, if the gross

family income (excluding income of minors) has not increased $50

or more per month regardless of whether or not the income source

has changed, a change in the amount of assistance may be

disregarded. 

APPENDIX 46 Mortgagee’s Certification and Application for Assistance

 Mortgagee's Certification and

 Application for Assistance or

 Interest Reduction Payments (Missing Documentation)

APPENDIX 47 Establishing Dates for Required Section 235 Recerts

 1. Anniversary Date of the First Payment Due Under the Mortgage.  This

date remains constant for the life of the mortgage.  If the mortgagee

chooses to use this date as the mortgage anniversary date for

recertification purposes, the recertification workload should remain

constant throughout the year, regardless of the number of mortgages

being serviced, but it might prove necessary to adjust assistance

payments more than once a year because of changes in the mortgage

payment at other than the anniversary date. 

2. An Arbitrary Anniversary Date Selected by the Mortgagee.  The

mortgagee may establish a mortgage anniversary date of its choice, to

be applied to all Section 235 mortgages serviced by the mortgagee or

its branch offices.  If this option is selected, all recertifications

will be processed during the same 90-day period each year, regardless

of the number of mortgages being serviced.  The system may prove

beneficial to mortgagees with small portfolios or portfolios

representing relatively restricted geographic areas, where all escrow

accounts are analyzed at the same time.  A mortgagee which chooses to

establish an arbitrary anniversary date must meet the following

conditions:

 a. A single arbitrary anniversary date must be selected to replace

the anniversary of the first payment due under the mortgage, but

only for the specific purposes described in b below. 

 b. This date must be substituted for the anniversary of the first

payment due under the mortgage, for the purpose of all actions

required by Chapter 10 of this Handbook and any subsequent

instructions relating to the administration of mortgages insured

under Section 235. 

 c. The date must be the first day of a month before the first

anniversary of the mortgagee's acquisition of servicing of its

first mortgage insured under Section 235. 

 d. The establishment of an arbitrary anniversary date for

recertification purposes may not be accomplished in such a way as

to result in a period of more than 15 months elapsing between

recertifications. 
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 e. A statement referring to this Handbook and including evidence of

the established anniversary date must be made a permanent part of

the file related to each affected mortgage.  The following is

suggested as acceptable language for such a statement: "For the

purpose of annual recertifications of income and related actions,

(date) has been established as the anniversary date of this

mortgage, in accordance with the permission granted by Appendix

23 of HUD Handbook 4330. 1 REV. "

 f. If the servicing of any affected mortgage is transferred to

another servicer, the losing servicer must notify the mortgagor,

no later than ten days after the transfer, that the servicing has

been transferred and that he will subsequently be required to

recertify according to a schedule used by the new servicer. 

 g. Once an arbitrary anniversary date has been established, it may

not be changed without the written permission of the local HUD

office in the area where the mortgagee is located.  Requests for

permission to change anniversary dates must include a full

justification for the change and a statement as to the number of

Section 235 mortgages which were being serviced when the

arbitrary date was established and the number being serviced when

the request for change is submitted.  Normally, requests for a

change from one arbitrary date to another will be disapproved,

and requests for a change from an arbitrary date to the

anniversary date of the first payment due under the mortgage will

be approved only if there has been a significant increase in the

size of the Section 235 portfolio since the arbitrary date was

established. 

APPENDIX 48 Monthly Summary of Assistance Payments

Monthly Summary of Assistance Payments (link to: 43301x48pdf)
 Due Under Sections 235(b), 235(j), or 235(i) or of

 Interest Reduction Payments Due Under Section 236

APPENDIX 49 Request for Verification of Employment 

REQUEST FOR VERIFICATION OF EMPLOYMENT  (link to: 43301x49. pdf)
APPENDIX 50 Liquidating Escrow Surpluses and Shortages

 Examples of Liquidating Escrow Surpluses and Shortages

 (Section 235)

1. Assistance payments have been billed under Formula One.  Some

adjustment with HUD will always be required.  Most surpluses will be

refunded to HUD in their entirety and at least a part of every

shortage will be paid by HUD. 

 (a)Escrow Surplus.  After subtracting that part of the surplus which

was created by payments made by the mortgagor without assistance,

such as at closing, no computations are necessary.  The entire

balance of the surplus is refunded to HUD unless it is so great

as to represent more than the total assistance payments billed on

the account since the last analysis.  In that event, the full

amount of assistance paid shall be refunded to HUD and the

balance shall be refunded to the mortgagor.  If there is a

surplus, the mortgage payments should have been smaller.  If the

mortgage payments had been smaller, the Formula One assistance

payment would have been smaller.  Since it was already smaller

than the Formula Two assistance payment, assistance was billed

under the proper formula, but too much was billed. 

 (b)Escrow Shortage

 (1)First Analysis After Closing.  Assume taxes were estimated

before closing to be $360 per year.  Six months' taxes, or

$180, were collected at closing, and payment of $30 per

month have been included in the monthly payments for 18

months.  One tax bill for $480 was paid six months after

closing and another for the same amount has just been paid. 

There is an escrow shortage of $240.  (Taxes are paid in

advance and an adjustment for the current year was made at

closing.  That adjustment was probably also incorrect, but

it is not considered here, since the concern here is only

with the effect on deposits to the escrow account by the

mortgagor and HUD).  The full monthly mortgage payment has

been $200.  Assistance payments of $75 per month have been

billed under Formula One.  The Formula Two assistance

payment is $80. 

 Based on the actual tax bill of $480 per year, the monthly

requirement should have been $40 per month.  $240 should

have been collected at closing to establish the escrow

account, the difference between the $180 which was

collected, and the $240 which should have been collected, or

$60, is due from the mortgagor.  The full monthly mortgage

payment should have been $210 instead of $200, making the

correct Formula One assistance payment $85 instead of $75

per month. 

 Since the smaller of the two assistance payments is maximum

which can be billed at the Formula Two rate of $80, instead

of the erroneous Formula One rate of $75, HUD has been

billed $5 per month too little for 18 months, or $90 too

little over the entire period.  The full mortgage payment

should have been $210, and the mortgagor should have been

paying the difference between that amount and the $80

assistance payment, or $130.  Instead, he has been paying

the difference between $75 and $200, or $125.  He, too, has

been paying $5 per month too little for 18 months and is

responsible for a total of $90.  HUD should be billed for

$90 and the mortgagor should be billed for $150/$90 created

by incorrect monthly collections and $60 by incorrect

collections at closing, thus accounting for the full $240

shortage. 

 Future monthly mortgage payments should be increased by $10

each to prevent a similar shortage at the time of the next

analysis, making future payments $210 per month.  This

figure should be used in computing the future Formula Once

assistance payment.  Assuming no change in the mortgagor's

income or family composition, the new Formula One assistance

payment will be $85.  Since the $80 under Formula Two is

smaller, future assistance will be $80 per month and the

mortgagor's share of the payment will be $130 per month.  If

the mortgagor's $150 shortage is to be collected in

installments, the portion to be

 collected in any one month shall be added to the mortgagor's

share of the monthly payment after the assistance payments

have been computed.  The shortage to be repaid in

installments must not be included in the future payments due

under the mortgage used in the Formula One computation. 

 (2)Subsequent Analysis.  The procedure followed at subsequent

analysis differs from that followed at the first analysis after

closing only in that no consideration need be given to errors

made in collections at closing.  Care should be taken, however,

to consider any other intervening situation which might have

resulted in deposits to the escrow account without HUD

participation. 

2. Assistance Payments Have Been Billed Under Formula Two.  Some

adjustment with the mortgagor will always be required.  All shortages

will be collected from the mortgagor in their entirety and at least a

part of every surplus will be refunded to the mortgagor. 

 (a)Escrow Shortage.  No computation is necessary.  The entire

shortage must be collected from the mortgagor.  If there is a

shortage, the collections at closing and the mortgage payments

should have been larger.  (If the mortgage payments had been

larger, the Formula One assistance payment would have been

larger.  Since the Formula Two assistance payment was already the

smaller, correction of the error would produce no change in the

assistance payment.  The proper amount of assistance has been

paid, and any shortage must be paid by the mortgagor. ) If the

shortage is to be repaid in installments, the future monthly

payments necessary to prevent a future shortage shall first be

established and used in the computation of the new Formula One

assistance payment.  After this computation has been completed,

the appropriate share of the shortage shall be added to the

mortgagor's share of the future monthly payments. 

 (b)Escrow Surplus

 (1)First Analysis After Closing.  Assume taxes were estimated

before closing to be $480 per year.  Six months' taxes at

that rate, or $240, were collected at closing, and payment

of $40 per month have been included in the monthly payments

for 18 months.  One tax bill for $360 was paid six months

after closing and another for the same amount has just been

paid.  There is an escrow surplus of $240.  (Taxes are paid

in advance and an adjustment for the current year was made

at closing, which was probably also inaccurate.  It is not

considered here, since the concern here is only with the

effect on deposits to the escrow account by the mortgagor

and HUD. ) The full monthly mortgage payment has been $210. 

The Formula One assistance payment was computed at $85 and

assistance in the amount of $80 has been billed under

Formula Two. 

 Based on the actual tax bill of $360 per year, the monthly

requirement should have been $30 per month.  Only $180

should have been collected at closing.  Since HUD does not

participate in the amounts collected at closing to establish

the escrow account, the difference between the $240 which

was collected and the $180 which should have been collected,

or $60, is due to the mortgagor in its entirety. 

 The monthly mortgage payments should have been $200 instead

of $210, making the Formula One assistance payment $75

instead of $85 per month.  Since the smaller of the two

assistance payments is the maximum which can be billed,

assistance should have been billed at the Formula One rate

of $75, instead of the Formula Two rate of $80.  HUD has

been billed $5 per month too much for 18 months, or a total

of $90 too much over the entire period.  The full mortgage

payment should have been $200 and the mortgagor should have

been paying the difference between this amount and $75 or

$125. 

 Instead, the mortgagor has been paying the difference

between $210 and $80, or $130.  The mortgagor

 has been paying $5 too much for 18 months and is entitled to

an additional refund of $90.  HUD and the mortgagor should

each receive a refund of $90 from the total $180 surplus

created by the incorrect monthly installments.  The

mortgagor should receive an additional $60 refund because of

the erroneous collections at closing, accounting for the

full $240 surplus.  It should be remembered, however, that

the mortgagor's refund must be handled in such a way as to

avoid reducing his investments to less than the statutory

minimum. 

 Future monthly payments should be reduced by $10 each to

prevent a similar surplus at the time of the next analysis,

making future payments $200 per month.  This figure should

be used in computing the Formula One assistance payments. 

Assuming no change in the mortgagor's income, or family

composition, the Formula Once assistance payment will be

$75, which is smaller than the Formula Two assistance

payment and is the amount which should be billed.  The

mortgagor's share of future payments will be $125 per month. 

If the mortgagor's $150 surplus ($60 from closing and $90

from monthly installments) is to be refunded in installments

over all or any part of the period to the next analysis, the

portion to be refunded in any one month should be subtracted

from the mortgagor's share of the monthly payment after the

assistance payments have been computed.  The surplus to be

refunded in installments should not be included in the

future payments due under the mortgage used in the Formula

One computation. 

 (2)Subsequent Analyses.  The procedure followed at subsequent

analyses differs from that followed at the first analysis

after closing only in that no consideration need be given to

errors made at closing.  If, however, there have been

payments by the mortgagor in excess of those required by the

mortgage which have affected the balance in the escrow

account, those payments must be deducted before the

assistance payments are adjusted. 

APPENDIX 51 Assistance Payments Computations

 Illustrations of Assistance Payments Computations (Section 235)

1. Assume a 30-year, $15,000 mortgage insured prior to January 5, 1976

with interest at eight and one-half percent and insured under Section

235(i).  The payment to principal and interest under the mortgage is

$115. 35.  The lender requires monthly escrow deposits for MIP, taxes,

and hazard insurance premiums of $6. 23, $15. 25, and $3. 09,

respectively.  The mortgagor has not purchased homeowner's insurance

and has insured the property against fire and extended coverage only. 

The total family income is $6,200 per year, which includes annual

wages of $4,500 and a Veteran Administration pension of $1,500 and

overtime pay of $200, which was earned last year but not the year

before that, and the employer's verification is silent on the question

of whether it will or will not continue.  There are two minor children

in addition to the homeowner and his spouse.  The assistance payments

are computed as follows:

 (a)Formula One. 

 Income: Annual wages $4,500. 00

 VA pension 1,500. 00

 _________

 Total Family Income $6,000. 00

 (The overtime pay is not

 included)

 Less: 5% of $6,000 $300. 00

 Minors (2 x $300) 600. 00 900. 00

 _______ ________

 Adjusted annual income $5,100. 00

 Adjusted monthly income 425. 00

 Monthly mortgage payment: P&I $ 115. 35

 MIP 6. 23

 Taxes 15. 25

 Hazard

 Insurance 3. 09

 _________

 $ 139. 92

 Less: 20X of $425 85. 00

 _________

 Formula One Assistance Payment $ 54. 92

 _________
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 (b)Formula Two. 

 (1)Complete Calculations. 

 Monthly payment to P&I at 8 1/2% $ 115. 35

 MIP 6. 23

 ________

 $ 121. 58

 Less: Monthly payments to

 P&I at 1% 48. 30

 ($3. 22 per $1,000) ========

 Formula Two assistance

 payment 73. 28

 ========

 (2) Factor Method. 

 4. 8853 x 15 = Formula Two assistance $73. 28

 In computing the assistance payment under either formula,

slight differences may occur because of rounding.  The

mortgagee may round any figure to the nearest dollar at each

stage in the computations, or it may use exact amounts

throughout.  The method must be consistent, however.  If

rounding is employed to compute the Formula One assistance

payment, figures must be rounded at the same point in

computing the Formula Two assistance payment.  Slight

differences may be encountered if Formula Two assistance

payments computed complete calculation method are compared

with those computed in the same case using the factor

method.  These differences are created by differences in

rounding factors and maybe disregarded.  In this example,

the mortgagee will bill HUD for $54. 92 monthly, the lesser

of the two assistance payments.  For illustration, both

methods for computing the Formula Two assistance payment

have been shown.  If the factor method is used, the

calculations should not be entered on Form HUD-93101. 

2. Assume a 30-year, $15,000 mortgage insured on or after January 5, 1976

with interest at eight and one-half percent and insured under Section

235(i).  The payment to principal and interest under the mortgage is

$115. 35.  The lender requires monthly escrow deposits for MIP, taxes,

And hazard 

insurance premiums of $8. 72, $15. 25, and $3. 09, respectively.  The

mortgagor has not purchased homeowner's insurance and has insured the

property against fire and extended coverage only.  Total family income

is $6,200 per year which includes annual wages of $4,500 and a

Veterans Administration pension of $1,500, and overtime pay of $200,

which vas earned last year but not the year before that, and the

employer's verification is silent on the question of whether it will

or will continue.  There are two minor children in addition to

homeowner and his spouse.  The assistance payments are computed as

follows:

 (a)Formula One

 Income: Annual Wages $4,500. 00

 VA pension 1,500. 00

 _________

 Total Family Income $6,000. 00

 (The overtime pay is

 not included)

 Less: 5% of $6,000 $300. 00

 Minors (2 x $300) 600. 00 900. 00

 _______ _________

 Adjusted annual income $5,100. 00

 Adjusted monthly income 425. 00

 _________

 Monthly mortgage payment: P&I $115. 35

 MIP 8. 72

 Taxes 15. 25

 Hazard Insurance 3. 09

 _______

 142. 41

 Less: 20% of $425 85. 00

 _______

 Formula One Assistance Payment $ 57. 41

 ======= 

 (b)Formula Two:

 (1)Complete Calculations. 

 Monthly payment to P&I at 8 1/2% $115. 35

 7/10 of 1% MIP 8. 72

 _______

 $124. 07

 Less: Monthly payments to

 P&I at 5% 80. 55

 ($5. 37 per $1,000) =======

 Formula Two assistance

 payment 43. 52

 =======

 (2)Factor Method. 

 2. 9013 x 15 43. 52

 =======

 In computing the assistance payment under either formula,

slight differences may occur because of rounding.  The

mortgagee may round any figure to the nearest dollar at each

stage in computations, or it may use exact amounts

throughout.  The method must be consistent, however.  If

rounding is employed to compute the Formula One assistance

payment, figures must be rounded at the same point in

computing the Formula Two assistance payments.  Slight

differences may be encountered if Formula Two assistance

payments computed by the complete calculation method are

compared with those computed in the same case using the

factor method.  These differences are created by the

difference in rounding factors and may be disregarded.  In

this case, the mortgagee will bill HUD for $43. 52 monthly,

the lesser of the two assistance payments.  For

illustration, both methods for computing the Formula Two

assistance payment have been shown.  If the factor method is

used, the calculation should not be entered on Form

HUD-93101.  

 (b)Formula Two:

 (1)Complete Calculations. 

 Monthly payment to P&I at 8 1/2% $115. 35

 7/10 of 1% MIP 8. 72

 _______

 $124. 07

 Less: Monthly payments to

 P&I at 5% 80. 55

 ($5. 37 per $1,000) =======

 Formula Two assistance

 payment 43. 52

 =======

 (2)Factor Method. 

 2. 9013 x 15 43. 52

 =======

 In computing the assistance payment under either formula,

slight differences may occur because of rounding.  The

mortgagee may round any figure to the nearest dollar at each

stage in computations, or it may use exact amounts

throughout.  The method must be consistent, however.  If

rounding is employed to compute the Formula One assistance

payment, figures must be rounded at the same point in

computing the Formula Two assistance payments.  Slight

differences may be encountered if Formula Two assistance

payments computed by the complete calculation method are

compared with those computed in the same case using the

factor method.  These differences are created by the

difference in rounding factors and may be disregarded.  In

this case, the mortgagee will bill HUD for $43. 52 monthly,

the lesser of the two assistance payments.  For

illustration, both methods for computing the Formula Two

assistance payment have been shown.  If the factor method is

used, the calculation should not be entered on Form

HUD-93101. 

3. The following assistance calculations are based on the Section 235

Revised/Recapture/10 Program:

Assume a 30-year, $20,000 mortgage insured on March 9, 1984 at

fourteen and one-half percent.  The payment to principal and interest

under the mortgage is $244. 92.  The lender requires monthly escrow

deposits for MIP, taxes and hazard insurance premiums of $11. 65,

$15. 25, $3. 09 respectively.  The total family income is $6,000 per

year, which includes annual wages of $4,500 and a Veterans

Administration pension of $1,500.  There are two minor children in

addition to the homeowner and his spouse.  The assistance payments are

computed as follows:

 a. Formula One. 

 Income:Annual Wages $4,500. 00

 VA Pension 1,500. 00

 _________

 Total Family Income $6,000. 00

 Less 5% of $6,000 $300. 00

 Minors (2x $300) 600. 00 900. 00

 _______ ______

 Adjusted annual income $5,100. 00

 Adjusted monthly income $ 425. 00

 ======

 Monthly Mortgage Payment: P&I 244. 92

 MIP 11. 65

 Taxes 15. 25

 Hazard Insurance 3. 09

 ______

 $274. 91

 Less: 28% of $425 119. 00

 ______

 Formal One Assistance Payment $155. 91

 b. Formal Two. 

 1) Complete Calculations. 

 Monthly Payment to P&I at 14. 50% $244. 92

 MIP 11. 65

 ______

 $256. 57

 Less: Monthly Payments to

 P&I at 5. 50%

 ($5. 68 per $1,000) 113. 60

 ======

 Formal Two Assistance $142. 97 

 2) Factor Method

 7. 1528 x $20,000 $143. 00

In computing the assistance payment under either formula, slight

differences may occur because of rounding.  The mortgagee may round

any figure to the nearest dollar at each stage in the computations, or

it may use exact amounts throughout.  The method must be consistent,

however.  If rounding is employed to compute the Formula One

assistance payment, figures must be rounded at the same point in

computing the Formula Two assistance payment.  Slight differences may

be encountered if Formula Two assistance payments computed by the

complete calculation method are compared with those computed in the

same case using the factor method.  These differences are created by

differences in rounding factors and may be disregarded.  In this

example, the mortgagee will bill HUD for $143 monthly, the lesser of

the two assistance payments.  For illustration, both methods for

computing the Formula Two assistance payment have been shown.  If the

factor method is used, the calculation should not be entered on the

Form HUD 93101. 

 (3)Initial Partial Payments, Mortgages Insured prior to January 5,

1976. 

 In the examples below assume the same eight and one-half percent,

$15,000, 30-year mortgage insured prior to January 5, 1976 and

the same mortgagor used in the examples of assistance payments

computations in paragraph 1.  Add the assumptions that the

proceeds of the mortgage were fully disbursed and the term of the

assistance payments contract began on January 6, with the first

regular monthly payment under the mortgage due on March 1.  The

assistance payment due March 1 would be computed in accordance

with the instructions in paragraph 1.  An assistance payment

would also be due February 1, however, computed as described

below. 

 (a)Interest Collected at Closing.  In this situation, interest

from January 6 through January 31 is collected at closing,

and no additional payment required from the mortgagor until

the first monthly payment on March 1.  The assistance

payment due February 1 is computed as follows:

 (1)Formula One. 

 Principal $ . 00

 Interest (25 days) 88. 54

 Taxes . 00

 Insurance . 00

 MIP . 00

 _______

 $ 88. 54

 Less: 20% of mortgagor's adjusted

 income for 25 days ($425/mo divided

 by 30 x 25 x 20%)

 $ 70. 85

 Formula One assistance

 payment $ 17. 69

 =======

 (b) (2) Formula Two. 

 Payment to P&I at 8 1/2%

 (no principal due) $ 88. 54

 MIP . 00

 _______

 $ 88. 54

 Less: * P&I at 1% for 25 days

 (no principal due) $ 10. 42

 Formula Two assistance

 payment $ 78. 12

 =======

 (*$15,000 x . 01 divided by 12 divided by

 30 x 25 = $10. 42)

 (The factor method may not be used to determine the amount

of the Formula Two assistance payment based on a partial

payment of interest only. )

 In this example, the lesser of the two assistance payments

is that computed under Formula One, $17. 69.  The mortgagee

may bill for this amount on February 1, but is not required

to do so.  The mortgagee is also entitled to a handling

charge for February 1, whether or not it chooses to bill for

 assistance.  In this example, the mortgagee has the option

of billing for the partial assistance payment so long as it

is less than $85. 00, which represents the mortgagor's share

of the first regular mortgage payment.  The mortgagee will

normally have this option if it routinely collects interest

at closing. 

 (b)Adjusted Mortgage Payment.  In this situation, interest from

January 6 through January 31 is collected as a part of a

payment due on February which includes full installments to

principal and escrows but a reduced payment to interest. 

The assistance payment most be billed and is computed as

follows:

 (1)Formula One. 

 Principal $ 9. 10

 Interest (25 days) 88. 54

 MIP 6. 23

 Taxes 15. 25

 Hazard Insurance 3. 09

 _______

 Payment due February 1 $122. 21

 Less: 20% of mortgagor's adjusted

 income for 25 days ($425/mo divided

 by 30 x 25 x 20%) $ 70. 85

 Formula One assistance

 payment $ 51. 36

 =======

 (2)Formula Two. 

 Payment to P&I at 8 1/2% $ 97. 64

 (Principal = $9. 10

 Interest for 25 days - $88. 54)

 MIP 6. 23

 _______

 $103. 87

 *P&I at 1% for 25 days 46. 22

 Formula Two assistance

 payment $ 57. 65

 =======

 *Computed as follows:

 $3. 22 x 15 = $48. 30 = P&I for

 one month at 1%

 $15,000 x . 01 divided by 12 =

 $12. 50 = Interest for one

 month at 1%

 $48. 30 - $12. 50 = $35. 80 =

 Principal for one month at 1%

 $12. 50 divided by 30 x 25 =

 $10. 42 = Interest for 25

 days at 1%

 $35. 80 + $10. 42 = $46. 22

 In this case, the lesser of the two assistance payments is that

computed under Formula One, $51. 36.  The payment due February 1

includes $51. 36 in assistance and a mortgagor payment of $70. 85,

for a total of $122. 21.  Subsequent payments, beginning March 1,

will include assistance of $54. 92 and mortgagor payments of

$85. 00, as established by the computations described in

 paragraph 1. 

 Examples:

 I. Assume a $15,000, 8 1/2% mortgage with a 15-year term. 

 (a)Market rate calculation:

 Principal and Interest (Page 7,

 2025 Supplement) $ 9. 85

 Annual MIP (1st year) Page 14,

 2025 Supplement) $ 4. 922

 Annual MIP divided by 12

 ($9. 22 divided by 12) . 410

 _______

 $10. 26

 (b)Principal and Interest at 1% -5. 99

 (c) Formula Two assistance payment _______

 per $1,000 face amount: $ 4. 27

 (d) Monthly Formula Two assistance

 payment $64. 05

 =======

 (2)Assume a $22,000, 7% mortgage with a 22-year term, in the fourth

year. 

 (a)Market Rate Calculation:

 Principal and Interest (Page 7, 2025) $ 7. 44

 Annual MIP 25 yrs = 4. 710

 20 yrs = 4. 549

 ______

 . 161

 Average annual increment

 (. 161 divided by 5) = . 0322

 Average annual increment x 2 = . 0644

 20-year factor + (annual

 increment x 2) = 4. 6134

 Annual MIP - 12 (4. 6134

 divided by 12): . 3845

 Principal and Interest, and ______

 MIP at Market Rate: $7. 8245

 (b)Principal and Interest at 1% 4. 23

 (c) Formula Two assistance payment

 per $1,000 $3. 59

 (d) Monthly Formula Two assistance

 payment: $78. 98

 =======

 (4)Initial Partial Payments, Mortgages Insured On or After January

5, 1976. 

 In the examples below, assume the same eight and one-half

percent, $15,000, 30-year mortgage insured on or after January 5,

1976 and the same mortgagor used in the examples of assistance

payments computations in paragraph 1.  Add the assumptions that

the proceeds of the mortgage were fully disbursed and the term of

the assistance payments contract began on January 6, with the

first regular monthly payment under the mortgage due on March 1. 

The assistance payment due March 1 would be computed in

accordance with the instructions in paragraph 1.  An assistance

payment would also be due February 1, however, computed as

described below. 

 (a)Interest Collected at Closing.  In this situation, interest

from January 8 through January 31 is collected at closing,

and no additional payment is required from the mortgagor

until the first regular monthly payment on March 1.  The

assistance payment due February 1 is computed as follows:

 (1)Formula One. 

 Principal $ . 00

 Interest (25 days) 88. 54

 Taxes . 00

 Insurance . 00

 MIP . 00

 _______

 $ 88. 54

 Less: 20% of mortgagor's adjusted

 income for 25 days ($425/mo divided

 by 30 x 25 x 20%) $ 70. 85

 Formula One assistance payment $ 17. 69

 =======

 (2)Formula Two. 

 Payment to P&I at 8 1/2% (no

 principal due) $ 88. 54

 MIP . 00

 _______

 $ 88. 54

 Less: *P&I at 5% for 25 days

 (no principal due) 52. 00

 _______

 Formula Two assistance

 payment $ 36. 54

 =======

 (*$15,000 x . 05 divided by

 12 divided by 30 x 25 = $52. 00)

 (The factor method may not be used to determine the amount

of the Formula Two assistance payment based on a partial

payment of interest only. )

 In this example, the lesser of the two assistance payments

is chat computed under Formula One,

 $17. 69.  The mortgagee may bill for this amount on February

1, but is not required to do so.  The mortgagee is also

entitled to a handling charge for February 1, whether or not

it chooses to bill for assistance.  In this example, the

mortgagee has the option of billing for the partial

assistance payment so long as it is less than $85. 00, which

represents the mortgagor's share of the first regular

mortgage payment.  The mortgagee will normally have this

option if it routinely collects interest at closing. 

 (b)Adjusted Mortgage Payment.  In this situation, interest from

January 6 though January 31 is collected as a part of a

payment due on February 1, which includes full installments

to principal and escrows but a reduced payment to interest. 

The assistance payment must be billed and is computed as

follows:

 (1)Formula One. 

 Principal $ 9. 10

 Interest (25 days) 88. 54

 MIP 8. 72

 Taxes 15. 25

 Hazard Insurance 3. 09

 _______

 Payment due February 1 $124. 70

 Less: 20% of mortgagor's adjusted

 income for 25 days ($425/mo divided

 by 30 x 25 x 20%) $ 70. 85

 _______

 Formula One assistance

 payment $ 53. 85

 =======

 (2)Formula Two. 

 Payment to P&I at 8 1/2% $ 97. 64

 (Principal = $9. 10

 Interest for 25 days = $88. 54

 MIP 8. 72

 _______

 Total $106. 96

 * P&I at 5% for 25 days 70. 05

 Formula Two assistance

 payment 36. 31

 =======

 Computed as follows:

 5. 37 x 15 = $80. 55 = P&I for

 one month at 5%

 $15,000 x . 05 divided by 12 =

 $62. 50 = Interest for one

 month at 5%

 $80. 55 - $62. 50 = $18. 05 =

 Principal for one month at 5%

 $62. 50 divided by 30 x 25 =

 $52. 00 = Interest for 25 days

 at 5%

 $18. 05 + $52. 00 = $70. 05

 In this case, the lesser of the two assistance payments is that

computed under Formula Two, $36. 31.  The payment due February 1

will include $36. 31 in assistance and a mortgagor payment of

$70. 05, for a total of $106. 36.  Subsequent payments, beginning

March 1, will include assistance of $43. 52 and mortgagor payments

of $80. 55, as established by the computations described in

paragraph 1. 

 Following are tables designed to assist the mortgagee in

computing the Formula Two assistance payment under Section 235(b)

for mortgages with interest rates from 7% through 8 1/2% at 1/4%

intervals, and with terms of from 20 through 40 years at

five-year intervals.  Mortgagees may develop their own factors

for application to mortgages having different interest rates or

terms, and for amortization year after the tenth. 

 The Formula Two assistance payment is the difference between the

payment to principal, interest, and Mortgage Insurance Premium

required by the actual mortgage and the payment to principal and

interest which the mortgagor would be obligated to pay if the

mortgage bore interest at one percent, if the mortgage was

insured prior to January 5, 1976, or at five percent if the

mortgage was insured on or after January 5, 1976.  A factor can

then be derived for application to a mortgage of any face amount,

interest rate, and term by establishing the Formula Two

assistants payment for a $1,000 mortgage.  Factors for each

element of the assistance payment computation are included in

Form 2025, Amortization, Insurance Premium, and Outstanding

Principal Balance Tables, with its supplement. 

 Examples:

 (1)Assume a $15,000, 8 1/2% mortgage with a 15-year term. 

 (a)Market rate calculation:

 Principal and Interest (Page 7,

 2025 Supplement) $ 9. 85

 Annual MIP (1st year)

 (2025 Supplement) $4. 922 x *$1. 40 6. 890

 Annual MIP divided by 12

 (6. 890 divided by 12) . 574

 10. 42

 (b) Principal and Interest at 5%

 (Page 9, 2025) -7. 91

 (c) Formula Two assistance payment ______

 per $1,000 face amount: 2. 51

 (d) Monthly Formula Two assistance

 payment: 37. 65

 ======

 (2)Assume a $22,000, 7% mortgage with a 22-year term,

 in the fourth year. 

 (a)Market Rate Calculation:

 Principal and Interest (Page 7,

 2025 Supplement) 7. 44

 Annual MIP (Page 25, 2025)

 25 years = **6. 594

 20 years = **6. 369

 _______

 . 225

 Average annual increment

 (. 225 divided by 5) = . 045

 Average annual increment x 2 = . 090

 20-year factor + (annual

 increment x 2) = 6. 459

 Annual MIP divided by 12

 (6. 659 divided by 12): . 5380

 Principal, Interest, and MIP at

 Market Rate: $ 7. 9780

 (b) Principal and Interest at 5%

 (Page 7, 2025 Supplement) - 6. 26

 ________

 (c) Formula Two assistance payment

 per $1,000 $ 1. 72

 (d) Monthly Formula Two assistance

 payment $ 37. 84

 =======

 *The rate the MIP factor must be increased

 to equal 7/10%

 **Reflects the calculation to increase MIP factor

 to 7/10%

APPENDIX 52 Section 235 Factor Tables

APPROXIMATE CLOSING DATES:  1968-1975

CONTRACT RATE  6.75%

SUBSIDY RATE   1.00%

PREMIUM RATE    .50%             SECTION 235 FACTOR TABLES*

                                     AMORTIZATION YEAR

MORTGAGE                                FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   3.1230 3.0918 3.0584 3.0227 2.9845 2.9437 2.9000 2.8532 2.8033 2.7490

15   3.2691 3.2520 3.2336 3.2140 3.1930 3.1705 3.1465 3.1208 3.0933 3.0639

20   3.4220 3.4115 3.4002 3.3881 3.3752 3.3613 3.3466 3.3307 3.3138 3.2957

25   3.5537 3.5468 3.5395 3.5317 3.5233 3.5144 3.5048 3.4946 3.4836 3.4719

30   3.6846 3.6800 3.6751 3.6699 3.6642 3.6582 3.6518 3.6449 3.6375 3.6296

35   3.8053 3.8021 3.7987 3.7951 3.7912 3.7871 3.7827 3.7779 3.7728 3.7674

40   3.9257 3.9235 3.9211 3.9186 3.9159 3.9130 3.9099 3.9066 3.9031 3.8993

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   3.0325 2.9989 2.9629 2.9244 2.8832

20   3.2764 3.2557 3.2335 3.2098 3.1845 3.1574 3.1284 3.0974 3.0643 3.0288

25   3.4594 3.4460 3.4316 3.4163 3.3999 3.3824 3.3636 3.3435 3.3221 3.2991

30   3.6212 3.6122 3.6025 3.5922 3.5811 3.5693 3.5567 3.5432 3.5287 3.5133

35   3.7616 3.7554 3.7488 3.7417 3.7341 3.7260 3.7173 3.7080 3.6980 3.6874

40   3.8952 3.8909 3.8863 3.8813 3.8760 3.8704 3.8643 3.8578 3.8509 3.8435

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   3.2745 3.2483 3.2202 3.1901 3.1580

30   3.4968 3.4791 3.4601 3.4399 3.4183 3.3951 3.3704 3.3439 3.3156 3.2852

35   3.6760 3.6639 3.6509 3.6369 3.6220 3.6061 3.5891 3.5709 3.5514 3.5305

40   3.8356 3.8271 3.8180 3.8083 3.7979 3.7868 3.7749 3.7622 3.7486 3.7341

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   3.5083 3.4844 3.4589 3.4316 3.4026

40   3.7185 3.7019 3.6841 3.6651 3.6447 3.6230 3.5997 3.5748 3.5481 3.5201

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS :

                                NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

                                THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

                                OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

                                2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  1968-1975

CONTRACT RATE  7.00%

SUBSIDY RATE   1.00%

PREMIUM RATE    .50%

                                    AMORTIZATION YEAR

MORTGAGE                               FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   3.2531 3.2223 3.1892 3.1537 3.1157 3.0749 3.0311 2.9842 2.9339 2.8800

15   3.4093 3.3925 3.3744 3.3551 3.3343 3.3120 3.2882 3.2626 3.2352 3.2057

20   3.5722 3.5619 3.5509 3.5391 3.5264 3.5128 3.4982 3.4826 3.4659 3.4479

25   3.7138 3.7072 3.7001 3.6925 3.6844 3.6757 3.6663 3.6563 3.6456 3.6340

30   3.8547 3.8503 3.8456 3.8405 3.8351 3.8293 3.8230 3.8163 3.8091 3.8014

35   3.9754 3.9724 3.9692 3.9658 3.9621 3.9582 3.9540 3.9495 3.9447 3.9395

40   4.1058 4.1037 4.1015 4.0991 4.0966 4.0939 4.0909 4.0878 4.0844 4.0808

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   3.1742 3.1404 3.1041 3.0652 3.0235

20   3.4287 3.4080 3.3859 3.3621 3.3367 3.3094 3.2801 3.2487 3.2151 3.1790

25   3.6217 3.6084 3.5942 3.5790 3.5626 3.5451 3.5263 3.5062 3.4846 3.4614

30   3.7932 3.7843 3.7748 3.7646 3.7537 3.7420 3.7294 3.7160 3.7015 3.6860

35   3.9339 3.9279 3.9215 3.9147 3.9073 3.8994 3.8910 3.8819 3.8722 3.8618

40   4.0770 4.0728 4.0684 4.0636 4.0585 4.0530 4.0472 4.0409 4.0341 4.0269

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   3.4366 3.4099 3.3814 3.3508 3.3179

30   3.6694 3.6516 3.6325 3.6121 3.5901 3.5666 3.5413 3.5143 3.4853 3.4542

35   3.8506 3.8386 3.8257 3.8120 3.7972 3.7813 3.7643 3.7461 3.7266 3.7056

40   4.0191 4.0108 4.0018 3.9923 3.9820 3.9710 3.9592 3.9465 3.9329 3.9184

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   3.6831 3.6590 3.6332 3.6055 3.5758

40   3.9028 3.8860 3.8681 3.8489 3.8282 3.8061 3.7824 3.7569 3.7297 3.7008

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  1968-1975

CONTRACT RATE  7.25%

SUBSIDY RATE   1.00%

PREMIUM RATE    .50%

                                    AMORTIZATION YEAR

MORTGAGE                               FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   3.3833 3.3528 3.3200 3.2848 3.2469 3.2061 3.1623 3.1153 3.0646 3.0102

15   3.5494 3.5329 3.5152 3.4961 3.4756 3.4536 3.4299 3.4044 3.3770 3.3476

20   3.7223 3.7123 3.7016 3.6900 3.6776 3.6643 3.6500 3.6346 3.6180 3.6002

25   3.8739 3.8675 3.8607 3.8534 3.8455 3.8370 3.8279 3.8181 3.8075 3.7962

30   4.0248 4.0206 4.0161 4.0112 4.0060 4.0004 3.9943 3.9878 3.9808 3.9733

35   4.1554 4.1526 4.1496 4.1463 4.1428 4.1390 4.1350 4.1306 4.1259 4.1209

40   4.2858 4.2839 4.2819 4.2796 4.2773 4.2747 4.2720 4.2690 4.2658 4.2624

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   3.3160 3.2820 3.2454 3.2061 3.1639

20   3.5811 3.5605 3.5384 3.5146 3.4890 3.4616 3.4320 3.4003 3.3662 3.3295

25   3.7841 3.7710 3.7569 3.7418 3.7255 3.7081 3.6893 3.6691 3.6474 3.6240

30   3.9652 3.9565 3.9472 3.9372 3.9264 3.9148 3.9023 3.8890 3.8746 3.8591

35   4.1155 4.1097 4.1034 4.0967 4.0895 4.0817 4.0734 4.0644 4.0547 4.0444

40   4.2587 4.2548 4.2506 4.2460 4.2411 4.2358 4.2302 4.2241 4.2175 4.2105

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   3.5990 3.5720 3.5430 3.5119 3.4784

30   3.8424 3.8246 3.8053 3.7847 3.7625 3.7386 3.7129 3.6853 3.6556 3.6239

35   4.0332 4.0212 4.0083 3.9945 3.9796 3.9636 3.9464 3.9279 3.9080 3.8866

40   4.2029 4.1948 4.1861 4.1767 4.1666 4.1557 4.1440 4.1315 4.1180 4.1035

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   3.8637 3.8390 3.8124 3.7839 3.7533

40   4.0879 4.0712 4.0532 4.0338 4.0130 3.9907 3.9666 3.9408 3.9130 3.8833

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  1968-1975

CONTRACT RATE  7.50%

SUBSIDY RATE   1.00%

PREMIUM RATE    .50%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   3.5135 3.4833 3.4508 3.4158 3.3781 3.3374 3.2936 3.2463 3.1954 3.1406

15   3.6996 3.6833 3.6659 3.6470 3.6267 3.6048 3.5812 3.5558 3.5284 3.4989

20   3.8724 3.8627 3.8523 3.8410 3.8289 3.8158 3.8017 3.7865 3.7702 3.7525

25   4.0340 4.0279 4.0213 4.0142 4.0066 3.9983 3.9895 3.9799 3.9696 3.9585

30   4.1949 4.1909 4.1866 4.1819 4.1769 4.1715 4.1656 4.1593 4.1525 4.1452

35   4.3355 4.3328 4.3299 4.3268 4.3235 4.3199 4.3160 4.3118 4.3072 4.3024

40   4.4759 4.4740 4.4721 4.4700 4.4677 4.4652 4.4626 4.4597 4.4567 4.4533

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   3.4671 3.4328 3.3958 3.3560 3.3131

20   3.7335 3.7131 3.6910 3.6672 3.6416 3.6140 3.5842 3.5521 3.5176 3.4803

25   3.9465 3.9336 3.9197 3.9047 3.8886 3.8712 3.8525 3.8323 3.8105 3.7870

30   4.1374 4.1289 4.1197 4.1099 4.0993 4.0878 4.0755 4.0622 4.0479 4.0324

35   4.2971 4.2915 4.2854 4.2788 4.2717 4.2641 4.2559 4.2470 4.2375 4.2272

40   4.4498 4.4459 4.4418 4.4373 4.4325 4.4273 4.4217 4.4157 4.4092 4.4022

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   3.7617 3.7345 3.7051 3.6735 3.6394

30   4.0158 3.9979 3.9786 3.9577 3.9353 3.9111 3.8851 3.8570 3.8268 3.7943

35   4.2161 4.2041 4.1913 4.1774 4.1624 4.1463 4.1290 4.1102 4.0901 4.0683

40   4.3947 4.3865 4.3778 4.3684 4.3582 4.3472 4.3354 4.3227 4.3090 4.2942

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   4.0449 4.0197 3.9925 3.9632 3.9320

40   4.2783 4.2611 4.2426 4.2227 4.2012 4.1781 4.1531 4.1263 4.0973 4.0677

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  1968-1975

CONTRACT RATE  8.50%

SUBSIDY RATE   1.00%

PREMIUM RATE    .50%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   4.0342 4.0054 3.9742 3.9401 3.9030 3.8627 3.8188 3.7710 3.7190 3.6624

15   4.2702 4.2552 4.2389 4.2212 4.2019 4.1809 4.1581 4.1332 4.1062 4.0767

20   4.4929 4.4843 4.4749 4.4647 4.4535 4.4414 4.4282 4.4139 4.3983 4.3813

25   4.7044 4.6991 4.6933 4.6871 4.6803 4.6729 4.6648 4.6560 4.6465 4.6361

30   4.8852 4.8820 4.8784 4.8745 4.8703 4.8657 4.8607 4.8552 4.8493 4.8428

35   5.0558 5.0537 5.0514 5.0489 5.0462 5.0433 5.0401 5.0366 5.0328 5.0287

40   5.2261 5.2247 5.2232 5.2215 5.2197 5.2178 5.2157 5.2134 5.2108 5.2081

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   4.0446 4.0097 3.9710 3.9304 3.8854

20   4.3628 4.3426 4.3207 4.2969 4.2709 4.2426 4.2119 4.1784 4.1420 4.1023

25   4.6248 4.6124 4.5990 4.5844 4.5686 4.5513 4.5325 4.5120 4.4897 4.4654

30   4.8358 4.8281 4.8198 4.8107 4.8009 4.7901 4.7785 4.7657 4.7519 4.7368

35   5.0242 5.0194 5.0141 5.0083 5.0020 4.9951 4.9877 4.9796 4.9709 4.9612

40   5.2051 5.2019 5.1984 5.1945 5.1904 5.1858 5.1809 5.1755 5.1696 5.1633

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   4.4390 4.4103 4.3790 4.3450 4.3080

30   4.7204 4.7026 4.6832 4.6620 4.6390 4.6140 4.5867 4.5570 4.5247 4.4896

35   4.9507 4.9393 4.9270 4.9135 4.8988 4.8828 4.8655 4.8466 4.8260 4.8036

40   5.1563 5.1488 5.1406 5.1316 5.1219 5.1113 5.0998 5.0872 5.0735 5.0587

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   4.7792 4.7527 4.7238 4.6924 4.6581

40   5.0425 5.0249 5.0057 4.9848 4.9621 4.9374 4.9105 4.8812 4.8494 4.8172

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  1968-1975

CONTRACT RATE  8.75%

SUBSIDY RATE   1.00%

PREMIUM RATE    .50%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   4.1743 4.1459 4.1149 4.0810 4.0441 4.0037 3.9598 3.9118 3.8594 3.8023

15   4.4203 4.4056 4.3896 4.3721 4.3531 4.3323 4.3096 4.2848 4.2578 4.2283

20   4.6530 4.6446 4.6355 4.6255 4.6146 4.6027 4.5897 4.5756 4.5601 4.5433

25   4.8745 4.8694 4.8638 4.8578 4.8512 4.8440 4.8361 4.8275 4.8182 4.8079

30   5.0653 5.0622 5.0588 5.0550 5.0510 5.0465 5.0417 5.0364 5.0306 5.0243

35   5.2458 5.2438 5.2416 5.2393 5.2367 5.2338 5.2307 5.2274 5.2237 5.2197

40   5.4161 5.4148 5.4134 5.4119 5.4102 5.4084 5.4064 5.4042 5.4018 5.3992

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   4.1961 4.1610 4.1227 4.0810 4.0354

20   4.5249 4.5048 4.4829 4.4590 4.4330 4.4045 4.3735 4.3396 4.3027 4.2624

25   4.7968 4.7846 4.7714 4.7569 4.7411 4.7239 4.7051 4.6845 4.6622 4.6377

30   5.0174 5.0099 5.0018 4.9928 4.9831 4.9725 4.9609 4.9483 4.9345 4.9194

35   5.2153 5.2105 5.2053 5.1997 5.1935 5.1867 5.1793 5.1713 5.1625 5.1529

40   5.3964 5.3933 5.3899 5.3862 5.3822 5.3779 5.3731 5.3679 5.3622 5.3560

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   4.6111 4.5820 4.5503 4.5157 4.4779

30   4.9030 4.8851 4.8655 4.8442 4.8209 4.7955 4.7678 4.7375 4.7045 4.6685

35   5.1424 5.1310 5.1185 5.1050 5.0901 5.0740 5.0563 5.0370 5.0160 4.9931

40   5.3492 5.3418 5.3338 5.3250 5.3154 5.3049 5.2935 5.2810 5.2674 5.2526

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   4.9681 4.9408 4.9110 4.8785 4.8435

40   5.2364 5.2187 5.1995 5.1785 5.1555 5.1305 5.1032 5.0734 5.0409 5.0077

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATE:  1968-1975

CONTRACT RATE  9.00%

SUBSIDY RATE   1.00%

PREMIUM RATE    .50%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   4.3045 4.2764 4.2457 4.2121 4.1754 4.1352 4.0912 4.0431 3.9905 3.9330

15   4.5704 4.5560 4.5403 4.5231 4.5042 4.4836 4.4611 4.4364 4.4095 4.3800

20   4.8131 4.8050 4.7961 4.7863 4.7757 4.7640 4.7513 4.7373 4.7220 4.7053

25   5.0446 5.0397 5.0343 5.0285 5.0221 5.0151 5.0074 4.9990 4.9899 4.9799

30   5.2454 5.2424 5.2391 5.2355 5.2316 5.2274 5.2227 5.2176 5.2120 5.2058

35   5.4259 5.4240 5.4220 5.4198 5.4174 5.4147 5.4118 5.4087 5.4052 5.4014

40   5.6061 5.6050 5.6036 5.6022 5.6007 5.5989 5.5971 5.5950 5.5928 5.5903

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   4.3477 4.3124 4.2738 4.2316 4.1855

20   4.6871 4.6671 4.6453 4.6214 4.5952 4.5666 4.5354 4.5012 4.4637 4.4228

25   4.9689 4.9569 4.9438 4.9295 4.9138 4.8966 4.8779 4.8574 4.8349 4.8104

30   5.1992 5.1918 5.1838 5.1751 5.1655 5.1550 5.1435 5.1310 5.1173 5.1023

35   5.3973 5.3928 5.3878 5.3824 5.3765 5.3700 5.3629 5.3552 5.3467 5.3374

40   5.5877 5.5847 5.5815 5.5780 5.5742 5.5700 5.5654 5.5604 5.5549 5.5489

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   4.7835 4.7541 4.7220 4.6868 4.6484

30   5.0858 5.0679 5.0483 5.0268 5.0033 4.9776 4.9495 4.9187 4.8851 4.8483

35   5.3272 5.3162 5.3040 5.2907 5.2762 5.2603 5.2429 5.2239 5.2032 5.1804

40   5.5423 5.5352 5.5273 5.5187 5.5093 5.4990 5.4878 5.4755 5.4620 5.4473

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   5.1555 5.1283 5.0986 5.0660 5.0304

40   5.4312 5.4136 5.3944 5.3733 5.3503 5.3251 5.2975 5.2674 5.2344 5.1998

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  1968-1975

CONTRACT RATE  7.75%

SUBSIDY RATE   1.00%

PREMIUM RATE    .50%

                                    AMORTIZATION YEAR

MORTGAGE                               FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   3.6437 3.6139 3.5817 3.5469 3.5093 3.4687 3.4248 3.3774 3.3262 3.2709

15   3.8397 3.8238 3.8066 3.7881 3.7680 3.7464 3.7230 3.6977 3.6704 3.6409

20   4.0226 4.0132 4.0030 3.9920 3.9802 3.9674 3.9535 3.9386 3.9224 3.9050

25   4.2041 4.1982 4.1918 4.1849 4.1774 4.1694 4.1607 4.1513 4.1411 4.1301

30   4.3650 4.3612 4.3571 4.3526 4.3478 4.3426 4.3369 4.3309 4.3243 4.3172

35   4.5156 4.5130 4.5103 4.5073 4.5041 4.5007 4.4970 4.4929 4.4886 4.4839

40   4.6559 4.6543 4.6525 4.6505 4.6484 4.6461 4.6437 4.6410 4.6381 4.6350

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   3.6090 3.5746 3.5374 3.4972 3.4538

20   3.8861 3.8657 3.8437 3.8200 3.7943 3.7666 3.7366 3.7042 3.6692 3.6315

25   4.1183 4.1055 4.0916 4.0767 4.0605 4.0431 4.0242 4.0039 3.9819 3.9581

30   4.3096 4.3013 4.2923 4.2827 4.2723 4.2610 4.2488 4.2357 4.2215 4.2061

35   4.4788 4.4733 4.4674 4.4610 4.4541 4.4466 4.4386 4.4298 4.4204 4.4103

40   4.6317 4.6280 4.6241 4.6199 4.6153 4.6104 4.6051 4.5993 4.5931 4.5863

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   3.9324 3.9047 3.8748 3.8424 3.8074

30   4.1895 4.1716 4.1523 4.1313 4.1088 4.0844 4.0580 4.0295 3.9988 3.9656

35   4.3993 4.3874 4.3746 4.3607 4.3457 4.3296 4.3121 4.2932 4.2728 4.2508

40   4.5791 4.5712 4.5628 4.5536 4.5437 4.5330 4.5215 4.5090 4.4955 4.4810

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   4.2270 4.2013 4.1735 4.1435 4.1116

40   4.4653 4.4483 4.4299 4.4101 4.3887 4.3655 4.3406 4.3135 4.2844 4.2531

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  1968-1975

CONTRACT RATE  8.00%

SUBSIDY RATE   1.00%

PREMIUM RATE    .50%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   3.7738 3.7444 3.7125 3.6779 3.6405 3.6000 3.5561 3.5086 3.4571 3.4014

15   3.9799 3.9643 3.9475 3.9292 3.9094 3.8880 3.8648 3.8397 3.8124 3.7830

20   4.1827 4.1735 4.1636 4.1528 4.1412 4.1286 4.1149 4.1001 4.0841 4.0668

25   4.3642 4.3585 4.3524 4.3457 4.3385 4.3307 4.3223 4.3131 4.3032 4.2925

30   4.5351 4.5315 4.5275 4.5233 4.5187 4.5137 4.5083 4.5025 4.4961 4.4893

35   4.6956 4.6932 4.6907 4.6879 4.6848 4.6815 4.6780 4.6741 4.6700 4.6655

40   4.8460 4.8444 4.8427 4.8408 4.8388 4.8367 4.8343 4.8318 4.8290 4.8260

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   3.7511 3.7165 3.6791 3.6385 3.5946

20   4.0480 4.0276 4.0056 3.9817 3.9559 3.9279 3.8976 3.8647 3.8292 3.7907

25   4.2809 4.2683 4.2547 4.2399 4.2239 4.2066 4.1879 4.1676 4.1456 4.1218

30   4.4818 4.4738 4.4651 4.4556 4.4454 4.4344 4.4224 4.4094 4.3953 4.3801

35   4.6606 4.6553 4.6495 4.6433 4.6366 4.6293 4.6214 4.6129 4.6036 4.5936

40   4.8228 4.8193 4.8155 4.8114 4.8069 4.8021 4.7969 4.7912 4.7851 4.7785

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   4.0960 4.0681 4.0378 4.0051 3.9696

30   4.3636 4.3458 4.3264 4.3055 4.2828 4.2583 4.2317 4.2029 4.1717 4.1379

35   4.5827 4.5710 4.5583 4.5445 4.5295 4.5134 4.4959 4.4769 4.4563 4.4341

40   4.7713 4.7635 4.7551 4.7460 4.7361 4.7254 4.7138 4.7012 4.6877 4.6729

        31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   4.4100 4.3839 4.3557 4.3250 4.2923

40   4.6570 4.6397 4.6210 4.6008 4.5789 4.5551 4.5294 4.5015 4.4714 4.4397

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS. 

APPROXIMATE CLOSING DATES:  1968-1975

CONTRACT RATE  8.25%

SUBSIDY RATE   1.00%

PREMIUM RATE    .50%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   3.9040 3.8749 3.8433 3.8090 3.7718 3.7313 3.6874 3.6398 3.5880 3.5318

15   4.1300 4.1147 4.0981 4.0801 4.0605 4.0393 4.0162 3.9912 3.9640 3.9344

20   4.3428 4.3339 4.3242 4.3116 4.3022 4.2898 4.2763 4.2617 4.2458 4.2286

25   4.5343 4.5288 4.5229 4.5164 4.5094 4.5018 4.4935 4.4846 4.4748 4.4643

30   4.7152 4.7117 4.7079 4.7038 4.6993 4.6945 4.6893 4.6836 4.6774 4.6707

35   4.8757 4.9735 4.8710 4.8684 4.8655 4.8624 4.8590 4.8554 4.8514 4.8471

40   5.0360 5.0345 5.0329 5.0312 5.0293 5.0272 5.0250 5.0226 5.0199 5.0171

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   3.9024 3.8676 3.8298 3.7888 3.7443

20   4.2099 4.1896 4.1675 4.1436 4.1176 4.0894 4.0587 4.0255 3.9893 3.9501

25   4.4528 4.4403 4.4268 4.4121 4.3962 4.3789 4.3601 4.3397 4.3175 4.2935

30   4.6634 4.6554 4.6469 4.6375 4.6274 4.6164 4.6044 4.5915 4.5774 4.5621

35   4.8424 4.8373 4.8317 4.8257 4.8192 4.8121 4.8045 4.7961 4.7871 4.7772

40   5.0139 5.0106 5.0069 5.0029 4.9986 4.9939 4.9888 4.9833 4.9773 4.9708

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   4.2674 4.2390 4.2082 4.1748 4.1385

30   4.5455 4.5275 4.5080 4.4867 4.4637 4.4386 4.4115 4.3820 4.3499 4.3153

35   4.7666 4.7550 4.7424 4.7287 4.7139 4.6978 4.6803 4.6613 4.6407 4.6183

40   4.9637 4.9560 4.9477 4.9386 4.9288 4.9181 4.9065 4.8940 4.8803 4.8655

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   4.5940 4.5677 4.5390 4.5079 4.4744

40   4.8494 4.8319 4.8129 4.7923 4.7700 4.7457 4.7193 4.6907 4.6596 4.6278

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  1968-1975

CONTRACT RATE  9.25%

SUBSIDY RATE   1.00%

PREMIUM RATE    .50%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   4.4447 4.4169 4.3864 4.3530 4.3164 4.2763 4.2322 4.1840 4.1310 4.0730

15   4.7206 4.7065 4.6910 4.6740 4.6554 4.6350 4.6127 4.5881 4.5612 4.5317

20   4.9733 4.9653 4.9567 4.9472 4.9368 4.9253 4.9128 4.8991 4.8840 4.8675

25   5.2146 5.2099 5.2048 5.1992 5.1930 5.1862 5.1788 5.1706 5.1617 5.1519

30   5.4254 5.4226 5.4195 5.4161 5.4123 5.4082 5.4037 5.3988 5.3934 5.3874

35   5.6159 5.6142 5.6122 5.6101 5.6078 5.6053 5.6025 5.5995 5.5961 5.5925

40   5.7962 5.7951 5.7939 5.7926 5.7911 5.7895 5.7878 5.7859 5.7838 5.7815

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   4.4994 4.4639 4.4251 4.3824 4.3357

20   4.8494 4.8295 4.8077 4.7838 4.7577 4.7290 4.6975 4.6629 4.6251 4.5836

25   5.1411 5.1293 5.1164 5.1022 5.0867 5.0696 5.0509 5.0304 5.0080 4.9833

30   5.3809 5.3738 5.3660 5.3574 5.3480 5.3376 5.3263 5.3139 5.3003 5.2854

35   5.5885 5.5841 5.5792 5.5739 5.5681 5.5618 5.5548 5.5472 5.5388 5.5296

40   5.7790 5.7762 5.7732 5.7699 5.7662 5.7623 5.7579 5.7531 5.7478 5.7421

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   4.9563 4.9267 4.8942 4.8586 4.8195

30   5.2691 5.2511 5.2314 5.2099 5.1862 5.1603 5.1319 5.1007 5.0665 5.0290

35   5.5195 5.5084 5.4963 5.4830 5.4684 5.4524 5.4349 5.4157 5.3946 5.3715

40   5.7357 5.7288 5.7212 5.7129 5.7037 5.6937 5.6827 5.6707 5.6574 5.6429

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   5.3461 5.3183 5.2879 5.2545 5.2178

40   5.6271 5.6096 5.5905 5.5696 5.5466 5.5214 5.4938 5.4635 5.4303 5.3942

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  1968-1975

CONTRACT RATE  9.50%

SUBSIDY RATE   1.00%

PREMIUM RATE    .50%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   4.5748 4.5474 4.5173 4.4842 4.4478 4.4077 4.3637 4.3154 4.2622 4.2038

15   4.8707 4.8569 4.8417 4.8250 4.8066 4.7864 4.7642 4.7399 4.7130 4.6836

20   5.1433 5.1356 5.1271 5.1278 5.1076 5.0963 5.0839 5.0703 5.0554 5.0389

25   5.3847 5.3802 5.3753 5.3699 5.3639 5.3573 5.3501 5.3422 5.3335 5.3239

30   5.6055 5.6028 5.5999 5.5966 5.5930 5.5891 5.5848 5.5800 5.5748 5.5691

35   5.8060 5.8043 5.8025 5.8005 5.7983 5.7959 5.7932 5.7903 5.7871 5.7835

40   5.9962 5.9952 5.9940 5.9927 5.9913 5.9898 5.9881 5.9862 5.9842 5.9819

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   4.6512 4.6156 4.5764 4.5334 4.4861

20   5.0209 5.0010 4.9792 4.9551 4.9288 4.8997 4.8679 4.8328 4.7943 4.7519

25   5.3134 5.3018 5.2891 5.2751 5.2597 5.2428 5.2242 5.2038 5.1814 5.1567

30   5.5628 5.5558 5.5482 5.5398 5.5306 5.5205 5.5093 5.4971 5.4837 5.4689

35   5.7797 5.7754 5.7707 5.7656 5.7599 5.7537 5.7460 5.7393 5.7310 5.7219

40   5.9795 5.9767 5.9738 5.9705 5.9669 5.9629 5.9585 5.9537 5.9485 5.9427

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   5.1296 5.0998 5.0670 5.0310 4.9914

30   5.4526 5.4348 5.4151 5.3935 5.3698 5.3437 5.3150 5.2835 5.2489 5.2108

35   5.7120 5.7010 5.6889 5.6756 5.6610 5.6450 5.6274 5.6080 5.5867 5.5633

40   5.9363 5.9293 5.9216 5.9131 5.9038 5.8936 5.8824 5.8700 5.8565 5.8415

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   5.5375 5.5092 5.4781 5.4439 5.4065

40   5.8251 5.8071 5.7873 5.7655 5.7415 5.7152 5.6862 5.6544 5.6194 5.5855

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  1968-1975

CONTRACT RATE  9.75%

SUBSIDY RATE   1.00%

PREMIUM RATE    .50%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   4.7150 4.6879 4.6580 4.6251 4.5888 4.5489 4.5048 4.4563 4.4028 4.3439

15   5.0208 5.0073 4.9924 4.9759 4.9578 4.9379 4.9159 4.8916 4.8649 4.8355

20   5.3035 5.2960 5.2878 5.2787 5.2687 5.2577 5.2456 5.2322 5.2175 5.2012

25   5.5648 5.5604 5.5557 5.5504 5.5446 5.5391 5.5311 5.5233 5.5147 5.5053

30   5.7955 5.7929 5.7901 5.7869 5.7835 5.7796 5.7754 5.7707 5.7656 5.7600

35   5.9960 5.9944 5.9927 5.9908 5.9887 5.9864 5.9839 5.9811 5.9780 5.9746

40   6.1863 6.1853 6.1842 6.1831 6.1818 6.1804 6.1788 6.1771 6.1752 6.1731

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   4.8030 4.7673 4.7279 4.6845 4.6366

20   5.1833 5.1636 5.1419 5.1179 5.0916 5.0625 5.0304 4.9951 4.9562 4.9134

25   5.4948 5.4833 5.4707 5.4567 5.4414 5.4244 5.4058 5.3852 5.3626 5.3376

30   5.7537 5.7469 5.7393 5.7310 5.7218 5.7117 5.7005 5.6883 5.6747 5.6599

35   5.9709 5.9668 5.9623 5.9573 5.9518 5.9457 5.9390 5.9316 5.9235 5.9145

40   6.1709 6.1683 6.1655 6.1625 6.1591 6.1554 6.1513 6.1467 6.1417 6.1362

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   5.3101 5.2798 5.2463 5.2095 5.1690

30   5.6434 5.6252 5.6053 5.5833 5.5590 5.5323 5.5029 5.4704 5.4347 5.3956

35   5.9047 5.8938 5.8818 5.8686 5.8541 5.8381 5.8204 5.8009 5.7795 5.7558

40   6.1302 6.1235 6.1162 6.1080 6.0991 6.0893 6.0784 6.0665 6.0533 6.0388

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   5.7298 5.7011 5.6694 5.6346 5.5964

40   6.0228 6.0052 5.9857 5.9643 5.9407 5.9147 5.8861 5.8545 5.8198 5.7824

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  1/76-3/6/78

CONTRACT RATE  6.75%

SUBSIDY RATE   5.00%

PREMIUM RATE    .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   1.4442 1.4005 1.3537 1.3030 1.2503 1.1931 1.1320 1.0665 .9966 .9217

15   1.5128 1.4888 1.4631 1.4356 1.4062 1.3748 1.3411 1.3051 1.2667 1.2255

20   1.5868 1.5721 1.5562 1.5393 1.5212 1.5019 1.4812 1.4590 1.4354 1.4100

25   1.6391 1.6296 1.6193 1.6084 1.5967 1.5841 1.5707 1.5564 1.5411 1.5247

30   1.7005 1.6941 1.6072 1.6798 1.6719 1.6635 1.6545 1.6448 1.6345 1.6235

35   1.7514 1.7470 1.7422 1.7371 1.7317 1.7259 1.7197 1.7131 1.7060 1.6984

40   1.7920 1.7889 1.7856 1.7820 1.7783 1.7742 1.7699 1.7653 1.7603 1.7550

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   10TH   19TH   20TH

15   1.1815 1.1344 1.0840 1.0302 .9725

20   1.3829 1.3539 1.3229 1.2898 1.2543 1.2164 1.1758 1.1324 1.0860 1.0363

25   1.5071 1.4884 1.4683 1.4468 1.4239 1.3993 1.3730 1.3449 1.3149 1.2827

30   1.6116 1.5990 1.5855 1.5711 1.5556 1.5391 1.5214 1.5025 1.4822 1.4606

35   1.6903 1.6816 1.6723 1.6623 1.6517 1.6403 1.6282 1.6152 1.6013 1.5864

40   1.7493 1.7433 1.7368 1.7299 1.7225 1.7145 1.7060 1.6970 1.6873 1.6769

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   1.2484 1.2116 1.1722 1.1301 1.0851

30   1.4375 1.4127 1.3862 1.3579 1.3276 1.2952 1.2605 1.2234 1.1838 1.1413

35   1.5704 1.5534 1.5352 1.5157 1.4949 1.4726 1.4487 1.4232 1.3959 1.3668

40   1.6658 1.6539 1.6412 1.6276 1.6131 1.5975 1.5809 1.5631 1.5441 1.5237

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   1.3356 1.3022 1.2665 1.2283 1.1876

40   1.5019 1.4787 1.4537 1.4271 1.3986 1.3681 1.3355 1.3007 1.2634 1.2241

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  1/76-3/6/78

CONTRACT RATE  7.00%

SUBSIDY RATE   5.00%

PREMIUM RATE    .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   1.5744 1.5312 1.4849 1.4352 1.3819 1.3248 1.2636 1.1979 1.1275 1.0520

15   1.6530 1.6294 1.6042 1.5771 1.5480 1.5169 1.4835 1.4476 1.4092 1.3680

20   1.7370 1.7226 1.7072 1.6907 1.6730 1.6539 1.6335 1.6117 1.5882 1.5631

25   1.7993 1.7901 1.7802 1.7695 1.7582 1.7460 1.7329 1.7188 1.7038 1.6876

30   1.8706 1.8645 1.8578 1.8507 1.8431 1.8350 1.8262 1.8168 1.8068 1.7960

35   1.9215 1.9174 1.9129 1.9081 1.9030 1.8975 1.8916 1.8853 1.8785 1.8713

40   1.9721 1.9692 1.9661 1.9628 1.9592 1.9554 1.9513 1.9469 1.9422 1.9372

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   1.3239 1.2765 1.2257 1.1713 1.1129

20   1.5361 1.5072 1.4762 1.4430 1.4074 1.3691 1.3282 1.2842 1.2371 1.1866

25   1.6703 1.6518 1.6319 1.6106 1.5877 1.5632 1.5369 1.5086 1.4784 1.4460

30   1.7844 1.7720 1.7587 1.7445 1.7292 1.7128 1.6952 1.6763 1.6561 1.6345

35   1.8635 1.8551 1.8462 1.8366 1.8263 1.8152 1.8034 1.7907 1.7771 1.7625

40   1.9318 1.9259 1.9197 1.9131 1.9059 1.8982 1.8900 1.8812 1.8717 1.8616

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   1.4112 1.3739 1.3339 1.2911 1.2451

30   1.6112 1.5863 1.5596 1.5209 1.5002 1.4672 1.4319 1.3940 1.3534 1.3099

35   1.7468 1.7300 1.7120 1.6927 1.6720 1.6499 1.6261 1.6006 1.5732 1.5439

40   1.8507 1.8391 1.8266 1.8132 1.7988 1.7834 1.7668 1.7491 1.7301 1.7097

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   1.5124 1.4787 1.4425 1.4037 1.3621

40   1.6879 1.6645 1.6393 1.6124 1.5835 1.5525 1.5193 1.4837 1.445S 1.4051

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  1/76-3/6/78

CONTRACT RATE  7.25%

SUBSIDY RATE   5.00%

PREMIUM RATE    .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   1.7046 1.6619 1.6160 1.5667 1.5136 1.4566 1.3953 1.3294 1.2585 1.1823

15   1.7932 1.7701 1.7453 1.7186 1.6899 1.6590 1.6258 1.5902 1.5519 1.5106

20   1.8872 1.8732 1.8582 1.8421 1.8247 1.8060 1.7860 1.7644 1.7412 1.7163

25   1.9594 1.9506 1.9410 1.9307 1.9197 1.9078 1.8950 1.8813 1.8666 1.8507

30   2.0408 2.0349 2.0285 2.0217 2.0144 2.0065 1.9980 1.9889 1.9791 1.9686

35   2.1016 2.0977 2.0934 2.0888 2.0839 2.0786 2.0730 2.0669 2.0603 2.0533

40   2.1522 2.1495 2.1466 2.1435 2.1402 2.1366 2.1327 2.1286 2.1242 2.1194

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   1.4664 1.4187 1.3676 1.3126 1.2534

20   1.6895 1.6607 1.6297 1.5964 1.5607 1.5222 1.4809 1.4364 1.3886 1.3373

25   1.8337 1.8154 1.7957 1.7745 1.7517 1.7273 1.7010 1.6727 1.6423 1.6097

30   1.9573 1.9452 1.9321 1.9181 1.9030 1.8867 1.8693 1.8505 1.8304 1.8087

35   2.0457 2.0375 2.0288 2.0194 2.0093 1.9984 1.9867 1.9741 1.9606 1.9461

40   2.1142 2.1087 2.1028 2.0964 2.0895 2.0822 2.0742 2.0657 2.0565 2.0467

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   1.5746 1.5368 1.4962 1.4526 1.4057

30   1.7854 1.7604 1.7335 1.7045 1.6734 1.6400 1.6041 1.5654 1.5239 1.4794

35   1.9305 1.9137 1.8957 1.8763 1.8554 1.8330 1.8089 1.7830 1.7552 1.7253

40   2.0361 2.0247 2.0125 1.9993 1.9852 1.9700 1.9537 1.9361 1.9172 1.8969

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   1.6931 1.6586 1.6214 1.5815 1.5387

40   1.8751 1.8517 1.8265 1.7994 1.7703 1.7389 1.7053 1.6691 1.6302 1.5886

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  1/76-3/6/78

CONTRACT RATE  7.50%

SUBSIDY RATE   5.00%

PREMIUM RATE    .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   1.0349 1.7927 1.7472 1.6981 1.6453 1.5883 1.5270 1.4608 1.3896 1.3128

15   1.9434 1.9207 1.8962 1.8698 1.8414 1.8107 1.7777 1.7421 1.7037 1.6624

20   2.0374 2.0238 2.0092 1.9934 1.9764 1.9581 1.9384 1.9172 1.8942 1.8696

25   2.1196 2.1110 2.1018 2.0919 2.0812 2.0697 2.0572 2.0439 2.0294 2.0139

30   2.2109 2.2053 2.1992 2.1927 2.1856 2.1780 2.1699 2.1610 2.1516 2.1413

35   2.2817 2.2779 2.2739 2.2695 2.2649 2.2598 2.2543 2.2485 2.2421 2.2353

40   2.3422 2.3397 2.3369 2.3340 2.3308 2.3273 2.3236 2.3196 2.3153 2.3107

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   1.6179 1.5699 1.5182 1.4624 1.4024

20   1.8429 1.8143 1.7834 1.7501 1.7142 1.6755 1.6339 1.5890 1.5406 1.4884

25   1.9971 1.9791 1.9596 1.9386 1.9160 1.8917 1.8654 1.8372 1.8067 1.7738

30   2.1303 2.1184 2.1056 2.0918 2.0770 2.0609 2.0437 2.0251 2.0050 1.9834

35   2.2280 2.2201 2.2115 2.2023 2.1924 2.1817 2.1702 2.1578 2.1444 2.1300

40   2.3057 2.3003 2.2945 2.2882 2.2815 2.2742 2.2664 2.2580 2.2489 2.2391

       21ST   22MD   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   1.7384 1.7003 1.6592 1.6149 1.5672

30   1.9601 1.9350 1.9080 1.8788 1.8474 1.8136 1.7771 1.7378 1.6955 1.6500

35   2.1145 2.0978 2.0798 2.0603 2.0394 2.0160 1.9925 1.9663 1.9381 1.9077

40   2.2285 2.2172 2.2049 2.1917 2.1775 2.1621 2.1456 2.1278 2.1086 2.0879

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   1.8749 1.8396 1.8015 1.7605 1.7168

40   2.0656 2.0416 2.0157 1.9878 1.9577 1.9253 1.8904 1.8528 1.8122 1.7707

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  1/76-3/6/78

CONTRACT RATE  7.75%

SUBSIDY RATE   5.00%

PREMIUM RATE    .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   1.9651 1.9234 1.8783 1.8296 1.7770 1.7201 1.6587 1.5924 1.5207 1.4433

15   2.0836 2.0614 2.0373 2.0113 1.9833 1.9529 1.9202 1.8848 1.8465 1.8Q52

20   2.1876 2.1744 2.1602 2.1448 2.1282 2.1103 2.0909 2.0700 2.0474 2.0229

25   2.2897 2.2814 2.2725 2.2628 2.2524 2.2411 2.2289 2.2158 2.2015 2.1862

30   2.3810 2.3757 2.3699 2.3636 2.3569 2.3496 2.3417 2.3332 2.3240 2.3141

35   2.4618 2.4582 2.4544 2.4503 2.4458 2.4410 2.4358 2.4301 2.4240 2.4175

40   2.5223 2.5200 2.5174 2.5147 2.5117 2.5086 2.5051 2.5014 2.4974 2.4930

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   1.7606 1.7124 1.6603 1.6041 1.5433

20   1.9965 1.9680 1.9372 1.9040 1.8680 1.8292 1.7872 1.7419 1.6929 1.6400

25   2.1696 2.1516 2.1323 2.1113 2.0887 2.0643 2.0379 2.0094 1.9786 1.9454

30   2.3034 2.2918 2.2793 2.2658 2.2512 2.2354 2.2183 2.1999 2.1800 2.1585

35   2.4103 2.4027 2.3944 2.3854 2.3757 2.3653 2.3540 2.3418 2.3286 2.3144

40   2.4883 2.4832 2.4778 2.4718 2.4655 2.4585 2.4511 2.4430 2.4343 2.4249

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   1.9094 1.8706 1.8287 1.7833 1.7344

30   2.1353 2.1102 2.0832 2.0539 2.0223 1.9881 1.9512 1.9113 1.8683 1.8218

35   2.2990 2.2823 2.2644 2.2450 2.2240 2.2014 2.1769 2.1505 2.1220 2.0911

40   2.4147 2.4037 2.3919 2.3791 2.3652 2.3502 2.3341 2.3166 2.2978 2.2774

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   2.0578 2.0218 1.9029 1.9409 1.8963

40   2.2554 2.2316 2.2059 2.1781 2.1482 2.1158 2.0808 2.0430 2.0021 1.9583

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  1/76-3/6/78

CONTRACT RATE  8.00%

SUBSIDY RATE   5.00%

PREMIUM RATE    .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   2.0954 2.0541 2.0095 1.9611 1.9087 1.8520 1.7905 1.7240 1.6519 1.5739

15   2.2238 2.2020 2.1784 2.1529 2.1252 2.0952 2.0627 2.0275 1.9894 1.9482

20   2.3477 2.3349 2.3210 2.3060 2.2897 2.2720 2.2529 2.2322 2.2097 2.1855

25   2.4499 2.4419 2.4333 2.4240 2.4140 2.4030 2.3912 2.3784 2.3645 2.3495

30   2.5511 2.5461 2.5406 2.5346 2.5282 2.5212 2.5136 2.5054 2.4966 2.4870

35   2.6419 2.6385 2.6349 2.6310 2.6268 2.6222 2.6172 2.6118 2.6060 2.5996

40   2.7124 2.7102 2.7078 2.7052 2.7024 2.6993 2.6960 2.6925 2.6886 2.6844

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   1.9035 1.8551 1.8027 1.7459 1.6845

20   2.1592 2.1307 2.0998 2.0664 2.0302 1.9910 1.9486 1.9026 1.8528 1.7989

25   2.3333 2.3156 2.2966 2.2759 2.2535 2.2293 2.2030 2.1746 2.1438 2.1105

30   2.4766 2.4653 2.4531 2.4399 2.4256 2.4101 2.3933 2.3752 2.3555 2.3342

35   2.5928 2.5854 2.5773 2.5687 2.5592 2.5490 2.5380 2.5260 2.5131 2.4990

40   2.6799 2.6750 2.6697 2.6639 2.6577 2.6509 2.6436 2.6357 2.6271 2.6179

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   2.0744 2.0353 1.9929 1.9471 1.8974

30   2.3111 2.2861 2.2590 2.2297 2.1980 2.1636 2.1263 2.0860 2.0423 1.9950

35   2.4838 2.4674 2.4496 2.4303 2.4094 2.3867 2.3622 2.3356 2.3069 2.2757

40   2.6078 2.5969 2.5851 2.5724 2.5585 2.5435 2.5273 2.5097 2.4907 2.4701

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   2.2420 2.2055 2.1659 2.1231 2.0773

40   2.4478 2.4236 2.3974 2.3691 2.3384 2.3051 2.2691 2.2301 2.1879 2.1436

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

__

APPROXIMATE CLOSING DATES:  1/76-3/6/78

CONTRACT RATE  8.25%

SUBSIDY RATE   5.00%

PREMIUM RATE    .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   2.2256 2.1849 2.1406 2.0926 2.0405 1.9839 1.9224 1.8557 1.7832 1.7046

15   2.3740 2.3526 2.3294 2.3041 2.2767 2.2470 2.2147 2.1796 2.1416 2.1002

20   2.5079 2.4954 2.4818 2.4671 2.4511 2.4337 2.4149 2.3944 2.3722 2.3481

25   2.6200 2.6123 2.6040 2.5950 2.5852 2.5745 2.5630 2.5504 2.5368 2.5220

30   2.7312 2.7263 2.7211 2.7153 2.7091 2.7023 2.6950 2.6870 2.6783 2.6689

35   2.8220 2.8188 2.8154 2.8117 2.8077 2.8034 2.7986 2.7935 2.7879 2.7819

40   2.9024 2.9004 2.8981 2.8957 2.8930 2.8901 2.8870 2.8836 2.8799 2.8759

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   2.0554 2.0066 1.9537 1.8963 1.8340

20   2.3219 2.2934 2.2625 2.2290 2.1926 2.1531 2.1102 2.0636 2.0131 1.9582

25   2.5059 2.4885 2.4695 2.4490 2.4266 2.4024 2.3761 2.3475 2.3165 2.2829

30   2.6587 2.6476 2.6356 2.6225 2.6083 2.5929 2.5762 2.5581 2.5384 2.5170

35   2.7753 2.7682 2.7604 2.7520 2.7429 2.7330 2.7222 2.7106 2.6979 2.6841

40   2.8715 2.8668 2.8617 2.8561 2.8500 2.8435 2.8363 2.8286 2.8202 2.8111

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   2.2463 2.2066 2.1635 2.1167 2.0659

30   2.4937 2.4685 2.4411 2.4114 2.3791 2.3441 2.3060 2.2647 2.2199 2.1714

35   2.6692 2.6529 2.6353 2.6162 2.5954 2.5729 2.5484 2.5218 2.4930 2.4617

40   2.8012 2.7904 2.7788 2.7661 2.7523 2.7374 2.7212 2.7035 2.6844 2.6637

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   2.4276 2.3907 2.3506 2.3071 2.2601

40   2.6411 2.6167 2.5901 2.5613 2.5299 2.4959 2.4590 2.4190 2.3755 2.3310

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  1/76-3/6/78

CONTRACT RATE  8.50%

SUBSIDY RATE   5.00%

PREMIUM RATE    .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   2.3559 2.3156 2.2718 2.2241 2.1723 2.1158 2.0543 1.9874 1.9146 1.8354

15   2.5142 2.4933 2.4705 2.4457 2.4187 2.3893 2.3573 2.3225 2.2846 2.2434

20   2.6581 2.6460 2.6328 2.6185 2.6029 2.5860 2.5675 2.5474 2.5256 2.5018

25   2.7901 2.7827 2.7747 2.7659 2.7564 2.7460 2.7347 2.7224 2.7091 2.6945

30   2.9013 2.8967 2.8917 2.8863 2.8804 2.8739 2.8669 2.8593 2.8510 2.8419

35   3.0021 2.9991 2.9960 2.9925 2.9887 2.9846 2.9801 2.9753 2.9700 2.9642

40   3.0925 3.0905 3.0884 3.0861 3.0836 3.0809 3.0779 3.0747 3.0712 3.0674

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   2.1985 2.1496 2.0965 2.0386 1.9756

20   2.4759 2.4477 2.4170 2.3836 2.3472 2.3077 2.2646 2.2178 2.1668 2.1112

25   2.6787 2.6614 2.6426 2.6222 2.6000 2.5758 2.5494 2.5208 2.4896 2.4556

30   2.8321 2.8214 2.8097 2.7970 2.7832 2.7682 2.7518 2.7340 2.7147 2.6936

35   2.9579 2.9511 2.9437 2.9356 2.9268 2.9172 2.9068 2.8954 2.8831 2.8696

40   3.0632 3.0587 3.0537 3.0484 3.0425 3.0362 3.0292 3.0217 3.0135 3.0046

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   2.4187 2.3784 2.3346 2.2870 2.2351

30   2.6706 2.6456 2.6184 2.5888 2.5566 2.5215 2.4834 2.4418 2.3966 2.3474

35   2.8550 2.8391 2.8217 2.8029 2.7823 2.7600 2.7357 2.7092 2.6804 2.6490

40   2.9949 2.9843 2.9728 2.9603 2.9466 2.9318 2.9157 2.8981 2.8790 2.8581

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   2.6149 2.5777 2.5373 2.4933 2.4454

40   2.8355 2.8108 2.7840 2.7548 2.7230 2.6884 2.6507 2.6097 2.5651 2.5200

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  1/76-3/6/78

CONTRACT RATE  8.75%

SUBSIDY RATE   5.00%

PREMIUM RATE    .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   2.4961 2.4563 2.4120 2.3654 2.3137 2.2572 2.1957 2.1285 2.0552 1.9752

15   2.6644 2.6439 2.6215 2.5970 2.5703 2.5412 2.5094 2.4747 2.4369 2.3956

20   2.8182 2.8065 2.7937 2.7797 2.7644 2.7478 2.7296 2.7098 2.6882 2.6646

25   2.9602 2.9531 2.9454 2.9369 2.9276 2.9175 2.9065 2.8945 2.8814 2.8671

30   3.0814 3.0770 3.0723 3.0670 3.0613 3.0551 3.0483 3.0409 3.0328 3.0240

35   3.1921 3.1893 3.1863 3.1830 3.1793 3.1754 3.1710 3.1663 3.1612 3.1556

40   3.2825 3.2807 3.2788 3.2766 3.2743 3.2717 3.2689 3.2659 3.2625 3.2589

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   2.3506 2.3015 2.2478 2.1894 2.1255

20   2.6388 2.6107 2.5801 2.5466 2.5102 2.4703 2.4269 2.3795 2.3278 2.2714

25   2.8515 2.8345 2.8159 2.7957 2.7735 2.7494 2.7231 2.6944 2.6630 2.6288

30   3.0144 3.0039 2.9925 2.9800 2.9664 2.9515 2.9353 2.9176 2.8982 2.8772

35   3.1494 3.1428 3.1355 3.1275 3.1188 3.1094 3.0990 3.0878 3.0754 3.0620

40   3.2549 3.2506 3.2459 3.2407 3.2351 3.2290 3.2223 3.2150 3.2071 3.1984

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   2.5915 2.5508 2.5064 2.4579 2.4051

30   2.8542 2.8291 2.8017 2.7718 2.7392 2.7037 2.6649 2.6225 2.5764 2.5260

35   3.0474 3.0314 3.0140 2.9949 2.9742 2.9515 2.9268 2.8999 2.8704 2.8383

40   3.1889 3.1786 3.1673 3.1550 3.1415 3.1269 3.1109 3.0934 3.0744 3.0536

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   2.8033 2.7651 2.7234 2.6779 2.6289

40   3.0310 3.0062 2.9793 2.9498 2.9177 2.8827 2.8444 2.8027 2.7572 2.7108

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  1/76-3/6/78

CONTRACT RATE  9.00%

SUBSIDY RATE   5.00%

PREMIUM RATE    .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   2.6263 2.5870 2.5440 2.4970 2.4455 2.3892 2.3277 2.2603 2.1867 2.1061

15   2.8146 2.7945 2.7724 2.7483 2.7219 2.6931 2.6615 2.6270 2.5893 2.5480

20   2.9784 2.9670 2.9545 2.9409 2.9259 2.9096 2.8918 2.8722 2.8508 2.8275

25   3.1304 3.1235 3.1160 3.1079 3.0989 3.0891 3.0784 3.0667 3.0538 3.0398

30   3.2615 3.2573 3.2528 3.2478 3.2423 3.2363 3.2298 3.2226 3.2148 3.2062

35   3.3722 3.3696 3.3668 3.3637 3.3603 3.3566 3.3526 3.3481 3.3433 3.3380

40   3.4726 3.4709 3.4691 3.4671 3.4649 3.4625 3.4599 3.4570 3.4539 3.4505

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   2.5028 2.4534 2.3994 2.3403 2.2756

20   2.8019 2.7739 2.7434 2.7099 2.6733 2.6333 2.5895 2.5416 2.4892 2.4319

25   3.0245 3.0077 2.9894 2.9693 2.9473 2.9233 2.8970 2.8683 2.8369 2.8025

30   3.1968 3.1866 3.1753 3.1631 3.1497 3.1350 3.1189 3.1014 3.0022 3.0612

35   3.3322 3.3259 3.3189 3.3114 3.3031 3.2940 3.2841 3.2732 3.2613 3.2484

40   3.4467 3.4426 3.4381 3.4332 3.4279 3.4220 3.4156 3.4085 3.4009 3.3925

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   2.7649 2.7238 2.6788 2.6296 2.5758

30   3.0382 3.0130 2.9856 2.9555 2.9226 2.8866 2.8473 2.8042 2.7571 2.7056

35   3.2341 3.2186 3.2016 3.1830 3.1627 3.1405 3.1161 3.0895 3.0604 3.0286

40   3.3833 3.3732 3.3622 3.3502 3.3370 3.3226 3.3069 3.2897 3.2709 3.2503

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   2.9938 2.9557 2.9140 2.8684 2.8186

40   3.2277 3.2031 3.1761 3.1466 3.1144 3.0791 3.0405 2.9983 2.9522 2.9037

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  1/76-3/6/78

CONTRACT RATE  9.25%

SUBSIDY RATE   5.00%

PREMIUM RATE    .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   2.7665 2.7277 2.6850 2.6383 2.5870 2.5308 2.4691 2.4015 2.3274 2.2461

15   2.9648 2.9450 2.9234 2.8996 2.8736 2.8450 2.8137 2.7794 2.7417 2.7004

20   3.1386 3.1275 3.1154 3.1021 3.0875 3.0715 3.0539 3.0347 3.0136 2.9905

25   3.3005 3.2939 3.2867 3.278B 3.2702 3.2607 3.2503 3.2388 3.2263 3.2126

30   3.4416 3.4376 3.4333 3.4285 3.4233 3.4175 3.4112 3.4043 3.3967 3.3884

35   3.5623 3.5598 3.5571 3.5542 3.5510 3.5474 3.5435 3.5393 3.5346 3.5295

40   3.6627 3.6611 3.6594 3.6576 3.6556 3.6533 3.6509 3.6482 3.6453 3.6421

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   2.6552 2.6055 2.5511 2.4914 2.4260

20   2.9651 2.9373 2.9068 2.8734 2.8367 2.7965 2.7525 2.7041 2.6511 2.5930

25   3.1976 3.1810 3.1629 3.1431 3.1213 3.0975 3.0713 3.0426 3.0112 2.9767

30   3.3793 3.3693 3.3583 3.3463 3.3332 3.3187 3.3029 3.2855 3.2665 3.2456

35   3.5238 3.5177 3.5109 3.5035 3.4954 3.4865 3.4767 3.4660 3.4543 3.4414

40   3.6386 3.6347 3.6305 3.6258 3.6207 3.6152 3.6090 3.6023 3.5950 3.5869

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   2.9389 2.8974 2.8519 2.8020 2.7473

30   3.2227 3.1976 3.1700 3.1398 3.1067 3.0704 3.0306 2.9870 2.9391 2.8866

35   3.4273 3.4118 3.3948 3.3762 3.3558 3.3334 3.3089 3.2819 3.2524 3.2201

40   3.5780 3.5683 3.5577 3.5460 3.5332 3.5192 3.5038 3.4869 3.4684 3.4481

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   3.1846 3.1457 3.1030 3.0562 3.0049

40   3.4259 3.4015 3.3747 3.3454 3.3132 3.2780 3.2393 3.1969 3.1504 3.0999

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

PPROXIMATE CLOSING DATES:  1/76-3/6/78

CONTRACT RATE  9.50%

SUBSIDY RATE   5.00%

PREMIUM RATE    .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   2.8968 2.8584 2.8162 2.7698 2.7189 2.6628 2.6012 2.5335 2.4591 2.3773

15   3.1150 3.0956 3.0744 3.0510 3.0253 2.9970 2.9659 2.9318 2.8943 2.8530

20   3.3087 3.2979 3.2860 3.2730 3.2586 3.2429 3.2255 3.2065 3.1855 3.1625

25   3.4706 3.4643 3.4574 3.4498 3.4415 3.4323 3.4222 3.4111 3.3989 3.3855

30   3.6217 3.6179 3.6138 3.6092 3.6042 3.5987 3.5927 3.5860 3.5787 3.5707

35   3.7523 3.7500 3.7475 3.7447 3.7416 3.7382 3.7345 3.7304 3.7259 3.7210

40   3.8627 3.8612 3.8596 3.8578 3.8558 3.8537 3.8513 3.8487 3.8459 3.8427

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   2.8076 2.7578 2.7030 2.6427 2.5765

20   3.1372 3.1094 3.0788 3.0452 3.0083 2.9676 2.9230 2.8739 2.8200 2.7607

25   3.3707 3.3545 3.3367 3.3171 3.2956 3.2720 3.2459 3.2174 3.1859 3.1514

30   3.5619 3.5521 3.5415 3.5297 3.5168 3.5027 3.4871 3.4700 3.4511 3.4304

35   3.7155 3.7096 3.7030 3.6958 3.6879 3.6791 3.6696 3.6590 3.6474 3.6347

40   3.8392 3.8354 3.8313 3.8267 3.8216 3.8160 3.8099 3.8032 3.7958 3.7877

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   3.1134 3.0717 3.0258 2.9753 2.9199

30   3.4077 3.3827 3.3552 3.3249 3.2917 3.2552 3.2151 3.1709 3.1224 3.0691

35   3.6207 3.6054 3.5884 3.5699 3.5494 3.5270 3.5023 3.4752 3.4453 3.4126

40   3.7788 3.7690 3.7582 3.7464 3.7334 3.7191 3.7033 3.6860 3.6670 3.6461

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   3.3765 3.3369 3.2934 3.2455 3.1931

40   3.6232 3.5979 3.5702 3.5396 3.5061 3.4692 3.4287 3.3842 3.3352 3.2877

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  1/76-3/6/78

CONTRACT RATE  9.75%

SUBSIDY RATE   5.00%

PREMIUM RATE    .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   3.0370 2.9991 2.9572 2.9112 2.8604 2.8044 2.7428 2.6748 2.6000 2.5174

15   3.2652 3.2462 3.2253 3.2023 3.1770 3.1490 3.1182 3.0843 3.0469 3.0057

20   3.4688 3.4584 3.4469 3.4342 3.4202 3.4048 3.3878 3.3691 3.3484 3.3257

25   3.6507 3.6446 3.6379 3.6305 3.6224 3.6134 3.6035 3.5926 3.5806 3.5674

30   3.8118 3.8081 3.8041 3.7997 3.7948 3.7895 3.7836 3.7770 3.7699 3.7620

35   3.9424 3.9402 3.9378 3.9352 3.9322 3.9290 3.9255 3.9216 3.9173 3.9125

40   4.0528 4.0514 4.0499 4.0483 4.0465 4.0445 4.0424 4.0400 4.0373 4.0344

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   2.9602 2.9102 2.8550 2.7943 2.7273

20   3.3007 3.2731 3.2426 3.2091 3.1722 3.1315 3.0866 3.0372 2.9827 2.9227

25   3.5528 3.5367 3.5190 3.4994 3.4779 3.4542 3.4281 3.3993 3.3676 3.3326

30   3.7532 3.7436 3.7331 3.7214 3.7085 3.6944 3.6788 3.6616 3.6426 3.6217

35   3.9073 3.9015 3.8952 3.8882 3.8805 3.8720 3.8626 3.8523 3.8409 3.8284

40   4.0312 4.0277 4.0238 4.0195 4.0147 4.0095 4.0038 3.9974 3.9904 3.9827

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   3.2941 3.2517 3.2049 3.1533 3.0966

30   3.5987 3.5733 3.5454 3.5146 3.4806 3.4432 3.4020 3.3566 3.3065 3.2519

35   3.8146 3.7993 3.7826 3.7641 3.7437 3.7213 3.6965 3.6693 3.6393 3.6062

40   3.9743 3.9649 3.9546 3.9433 3.9308 3.9170 3.9018 3.8851 3.8666 3.8463

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   3.5697 3.5295 3.4852 3.4364 3.3829

40   3.8239 3.7992 3.7720 3.7421 3.7090 3.6726 3.6325 3.5883 3.5397 3.4873

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/7/78-PRESENT

CONTRACT RATE  6.75%

SUBSIDY RATE   4.00%

PREMIUM RATE    .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   1.9242 1.8805 1.8337 1.7838 1.7303 1.6731 1.6120 1.5465 1.4766 1.4017

15   2.0228 1.9988 1.9731 1.9456 1.9162 1.8848 1.8511 1.8151 1.7767 1.7355

20   2.1268 2.1121 2.0962 2.0793 2.0612 2.0419 2.0212 1.9990 1.9754 1.9500

25   2.2091 2.1996 2.1893 2.1784 2.1667 2.1541 2.1407 2.1264 2.1111 2.0947

30   2.2905 2.2841 2.2772 2.2698 2.2619 2.2535 2.2445 2.2348 2.2245 2.2135

35   2.3714 2.3670 2.3622 2.3571 2.3517 2.3459 2.3397 2.3331 2.3260 2.3184

40   2.4420 2.4389 2.4356 2.4320 2.4283 2.4242 2.4199 2.4153 2.4103 2.4050

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   1.6915 1.6444 1.5940 1.5402 1.4825

20   1.9229 1.8939 1.8629 1.8298 1.7943 1.7564 1.7158 1.6724 1.6260 1.5763

25   2.0771 2.0584 2.0383 2.0168 1.9939 1.9693 1.9430 1.9149 1.8849 1.8527

30   2.2016 2.1890 2.1755 2.1611 2.1456 2.1291 2.1114 2.0925 2.0722 2.0506

35   2.3103 2.3016 2.2923 2.2823 2.2717 2.2603 2.2482 2.2352 2.2213 2.2064

40   2.3993 2.3933 2.3868 2.3799 2.3725 2.3645 2.3560 2.3470 2.3373 2.3269

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   1.8184 1.7816 1.7422 1.7001 1.6551

30   2.0275 2.0027 1.9762 1.9479 1.9176 1.8852 1.8505 1.8134 1.7738 1.7313

35   2.1904 2.1734 2.1552 2.1357 2.1149 2.0926 2.0687 2.0432 2.0159 1.9868

40   2.3158 2.3039 2.2912 2.2776 2.2631 2.2475 2.2309 2.2131 2.1941 2.1737

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   1.9556 1.9222 1.8865 1.8483 1.8076

40   2.1519 2.1287 2.1037 2.0771 2.0486 2.0181 1.9855 1.9507 1.9134 1.8741

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/7/78-PRESENT

CONTRACT RATE  7.00%

SUBSIDY RATE   4.00%

PREMIUM RATE    .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   2.0544 2.0112 1.9649 1.9152 1.8619 1.8048 1.7436 1.6779 1.6075 1.5320

15   2.1630 2.1394 2.1142 2.0871 2.0580 2.0269 1.9935 1.9576 1.9192 1.8780

20   2.2770 2.2626 2.2472 2.2307 2.2130 2.1939 2.1735 2.1517 2.1282 2.1031

25   2.3693 2.3601 2.3502 2.3395 2.3282 2.3160 2.3029 2.2888 2.2738 2.2576

30   2.4606 2.4545 2.4478 2.4407 2.4331 2.4250 2.4162 2.4068 2.3968 2.3860

35   2.5415 2.5374 2.5329 2.5281 2.5230 2.5175 2.5116 2.5053 2.4985 2.4913

40   2.6221 2.6192 2.6161 2.6128 2.6092 2.6054 2.6013 2.5969 2.5922 2.5872

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   1.8339 1.7865 1.7357 1.6913 1.6229

20   2.0761 2.0472 2.0162 1.9830 1.9474 1.9091 1.8682 1.8242 1.7771 1.7266

25   2.2403 2.2218 2.2019 2.1806 2.1577 2.1332 2.1069 2.0786 2.0484 2.0160

30   2.3744 2.3620 2.3487 2.3345 2.3192 2.3028 2.2852 2.2663 2.2461 2.2245

35   2.4835 2.4751 2.4662 2.4566 2.4463 2.4352 2.4234 2.4107 2.3971 2.3825

40   2.5818 2.5759 2.5697 2.5631 2.5559 2.5482 2.5400 2.5312 2.5217 2.5116

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   1.9812 1.9439 1.9039 1.8611 1.8151

30   2.2012 2.1763 2.1496 2.1209 2.0902 2.0572 2.0219 1.9840 1.9434 1.8999

35   2.3668 2.3500 2.3320 2.3127 2.2920 2.2699 2.2461 2.2206 2.1932 2.1639

40   2.5007 2.4891 2.4766 2.4632 2.4488 2.4334 2.4168 2.3991 2.3801 2.3597

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   2.1324 2.0987 2.0625 2.0237 1.9821

40   2.3379 2.3145 2.2893 2.2624 2.2335 2.2025 2.1693 2.1337 2.0955 2.0551

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/7/78-PRESENT

CONTRACT RATE  7.25%

SUBSIDY RATE   4.00%

PREMIUM RATE    .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   2.1846 2.1419 2.0960 2.0467 1.9936 1.9366 1.8753 1.8094 1.7385 1.6623

15   2.3032 2.2801 2.2553 2.2286 2.1999 2.1690 2.1358 2.1002 2.0619 2.0206

20   2.4272 2.4132 2.3982 2.3821 2.3647 2.3460 2.3260 2.3044 2.2812 2.2563

25   2.5294 2.5206 2.5110 2.5007 2.4897 2.4778 2.4650 2.4513 2.4366 2.4207

30   2.6308 2.6249 2.6185 2.6117 2.6044 2.5965 2.5880 2.5789 2.5691 2.5586

35   2.7216 2.7177 2.7134 2.7088 2.7039 2.6986 2.6930 2.6869 2.6803 2.6733

40   2.8022 2.7995 2.7966 2.7935 2.7902 2.7866 2.7827 2.7786 2.7742 2.7694

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   1.9764 1.9287 1.8776 1.8226 1.7634

20   2.2295 2.2007 2.1697 2.1364 2.1007 2.0622 2.0209 1.9764 1.9286 1.8773

25   2.4037 2.3854 2.3657 2.3445 2.3217 2.2973 2.2710 2.2427 2.2123 2.1797

30   2.5473 2.5352 2.5221 2.5081 2.4930 2.4767 2.4593 2.4405 2.4204 2.3987

35   2.6657 2.6575 2.6488 2.6394 2.6293 2.6184 2.6067 2.5941 2.5806 2.5661

40   2.7642 2.7587 2.7528 2.7464 2.7395 2.7322 2.7242 2.7157 2.7065 2.6967

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   2.1446 2.1068 2.0662 2.0226 1.9757

30   2.3754 2.3504 2.3235 2.2945 2.2634 2.2300 2.1941 2.1554 2.1139 2.0694

35   2.5505 2.5337 2.5157 2.4963 2.4754 2.4530 2.4289 2.4030 2.3752 2.3453

40   2.6861 2.6747 2.6625 2.6493 2.6352 2.6200 2.6037 2.5861 2.5672 2.5469

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   2.3131 2.2786 2.2414 2.2015 2.1587

40   2.5251 2.5017 2.4765 2.4494 2.4203 2.3889 2.3553 2.3191 2.2802 2.2386

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/7/78-PRESENT

CONTRACT RATE  7.50%

SUBSIDY RATE   4.00%

PREMIUM RATE    .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   2.3149 2.2727 2.2272 2.1781 2.1253 2.0683 2.0070 1.9408 1.8696 1.7928

15   2.4534 2.4307 2.4062 2.3798 2.3514 2.3207 2.2877 2.2521 2.2137 2.1724

20   2.5774 2.5638 2.5492 2.5334 2.5164 2.4981 2.4784 2.4572 2.4342 2.4096

25   2.6896 2.6810 2.6718 2.6619 2.6512 2.6397 2.6272 2.6139 2.5994 2.5839

30   2.8009 2.7953 2.7892 2.7827 2.7756 2.7680 2.7599 2.7510 2.7416 2.7313

35   2.9017 2.8979 2.8939 2.8895 2.8849 2.8798 2.8743 2.8685 2.8621 2.8553

40   2.9922 2.9897 2.9869 2.9840 2.9808 2.9773 2.9736 2.9696 2.9653 2.9607

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   2.1279 2.0799 2.0282 1.9724 1.9124

20   2.3829 2.3543 2.3234 2.2901 2.2542 2.2155 2.1739 2.1290 2.0806 2.0284

25   2.5671 2.5491 2.5296 2.5086 2.4860 2.4617 2.4354 2.4072 2.3767 2.3438

30   2.7203 2.7084 2.6956 2.6818 2.6670 2.6509 2.6337 2.6151 2.5950 2.5734

35   2.8480 2.8401 2.8315 2.8223 2.8124 2.8017 2.7902 2.7778 2.7644 2.7500

40   2.9557 2.9503 2.9445 2.9382 2.9315 2.9242 2.9164 2.9080 2.8989 2.8891

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   2.3084 2.2703 2.2292 2.1849 2.1372

30   2.5501 2.5250 2.4980 2.4688 2.4374 2.4036 2.3671 2.3278 2.2855 2.2400

35   2.7345 2.7178 2.6998 2.6803 2.6594 2.6368 2.6125 2.5863 2.5581 2.5277

40   2.8785 2.8672 2.8549 2.8417 2.8275 2.8121 2.7956 2.7778 2.7586 2.7379

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   2.4949 2.4596 2.4215 2.3805 2.3368

40   2.7156 2.6916 2.6657 2.6378 2.6077 2.5753 2.5404 2.5028 2.4622 2.4207

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/7/78-PRESENT

CONTRACT RATE  7.75%

SUBSIDY RATE   4.00%

PREMIUM RATE    .70%

                                    AMORTIZATION YEAR

MORTGAGE                               FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   2.4451 2.4034 2.3583 2.3096 2.2570 2.2001 2.1387 2.0724 2.0007 1.9233

15   2.5936 2.5714 2.5473 2.5213 2.4933 2.4629 2.4302 2.3948 2.3565 2.3152

20   2.7276 2.7144 2.7002 2.6848 2.6682 2.6503 2.6309 2.6100 2.5874 2.5629

25   2.8597 2.8514 2.8425 2.8328 2.8224 2.8111 2.7989 2.7858 2.7715 2.7562

30   2.9710 2.9657 2.9599 2.9536 2.9469 2.9396 2.9317 2.9232 2.9140 2.9041

35   3.0818 3.0782 3.0744 3.0703 3.0658 3.0610 3.0558 3.0501 3.0440 3.0375

40   3.1723 3.1700 3.1674 3.1647 3.1617 3.1586 3.1551 3.1514 3.1474 3.1430

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   2.2706 2.2224 2.1703 2.1141 2.0533

20   2.5365 2.5080 2.4772 2.4440 2.4080 2.3692 2.3272 2.2819 2.2329 2.1800

25   2.7396 2.7216 2.7023 2.6813 2.6587 2.6343 2.6079 2.5794 2.5486 2.5154

30   2.8934 2.8818 2.8693 2.8558 2.8412 2.8254 2.8083 2.7899 2.7700 2.7485

35   3.0303 3.0227 3.0144 3.0054 2.9957 2.9853 2.9740 2.9618 2.9486 2.9344

40   3.1383 3.1332 3.1278 3.1218 3.1155 3.1085 3.1011 3.0930 3.0842 3.0749

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   2.4794 2.4406 2.3987 2.3533 2.3044

30   2.7253 2.7002 2.6732 2.6439 2.6123 2.5781 2.5412 2.5013 2.4583 2.4118

35   2.9190 2.9023 2.8844 2.8650 2.8440 2.8214 2.7969 2.7705 2.7420 2.7111

40   3.0647 3.0537 3.0419 3.0291 3.0152 3.0002 2.9841 2.9666 2.9478 2.9274

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   2.6778 2.6418 2.6029 2.5609 2.5163

40   2.9054 2.8816 2.8559 2.8281 2.7982 2.7658 2.7308 2.6930 2.6521 2.6083

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/7/78-PRESENT

CONTRACT RATE  8.00%

SUBSIDY RATE   4.00%

PREMIUM RATE    .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   2.5754 2.5341 2.4895 2.4411 2.3887 2.3320 2.2705 2.2040 2.1319 2.0539

15   2.7338 2.7120 2.6884 2.6629 2.6352 2.6052 2.5727 2.5375 2.4994 2.4582

20   2.8877 2.8749 2.8610 2.8460 2.8297 2.8120 2.7929 2.7722 2.7497 2.7255

25   3.0199 3.0119 3.0033 2.9940 2.9840 2.9730 2.9612 2.9484 2.9345 2.9195

30   3.1411 3.1361 3.1306 3.1246 3.1182 3.1112 3.1036 3.0954 3.0866 3.0770

35   3.2619 3.2585 3.2549 3.2510 3.2468 3.2422 3.2372 3.2318 3.2260 3.2196

40   3.3624 3.3602 3.3578 3.3552 3.3524 3.3493 3.3460 3.3425 3.3386 3.3344

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   2.4135 2.3651 2.3127 2.2559 2.1945

20   2.6992 2.6707 2.6398 2.6064 2.5702 2.5310 2.4886 2.4426 2.3928 2.3389

25   2.9033 2.8856 2.8666 2.8459 2.8235 2.7993 2.7730 2.7446 2.7138 2.6805

30   3.0666 3.0553 3.0431 3.0299 3.0156 3.0001 2.9833 2.9652 2.9455 2.9242

35   3.2128 3.2054 3.1973 3.1887 3.1792 3.1690 3.1580 3.1460 3.1331 3.1190

40   3.3299 3.3250 3.3197 3.3139 3.3077 3.3009 3.2936 3.2857 3.2771 3.2679

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   2.6444 2.6053 2.5629 2.5171 2.4674

30   2.9011 2.8761 2.8490 2.8197 2.7880 2.7536 2.7163 2.6760 2.6323 2.5850

35   3.1038 3.0874 3.0696 3.0503 3.0294 3.0067 2.9822 2.9556 2.9269 2.8957

40   3.2578 3.2469 3.2351 3.2224 3.2085 3.1935 3.1773 3.1597 3.1407 3.1201

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   2.8620 2.8255 2.7859 2.7431 2.6973

40   3.0978 3.0736 3.0474 3.0191 2.9884 2.9551 2.9191 2.8801 2.8379 2.7936

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/7/78-PRESENT

CONTRACT RATE  8.25%

SUBSIDY RATE   4.00%

PREMIUM RATE    .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   2.7056 2.6649 2.6206 2.5726 2.5205 2.4639 2.4024 2.3357 2.2632 2.1846

15   2.8840 2.8626 2.8394 2.8141 2.7867 2.7570 2.7247 2.6896 2.6516 2.6102

20   3.0479 3.0354 3.0218 3.0071 2.9911 2.9737 2.9549 2.9344 2.9122 2.8881

25   3.1900 3.1823 3.1740 3.1650 3.1552 3.1445 3.1330 3.1204 3.1068 3.0920

30   3.3212 3.3163 3.3111 3.3053 3.2991 3.2923 3.2850 3.2770 3.2683 3.2589

35   3.4420 3.4388 3.4354 3.4317 3.4277 3.4234 3.4186 3.4135 3.4079 3.4019

40   3.5524 3.5504 3.5481 3.5457 3.5430 3.5401 3.5370 3.5336 3.5299 3.5259

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   2.5654 2.5166 2.4637 2.4063 2.3440

20   2.8619 2.8334 2.8025 2.7690 2.7326 2.6931 2.6502 2.6036 2.5531 2.49B2

25   3.0759 3.0585 3.0395 3.0190 2.9966 2.9724 2.9461 2.9175 2.8865 2.0529

30   3.2487 3.2376 3.2256 3.2125 3.1983 3.1829 3.1662 3.1481 3.1284 3.1070

35   3.3953 3.3882 3.3804 3.3720 3.3629 3.3530 3.3422 3.3306 3.3179 3.3041

40   3.5215 3.5168 3.5117 3.5061 3.5000 3.4935 3.4863 3.4786 3.4702 3.4611

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   2.8163 2.7766 2.7335 2.6867 2.6359

30   3.0837 3.0585 3.0311 3.0014 2.9691 2.9341 2.8960 2.8547 2.8099 2.7614

35   3.2892 3.2729 3.2553 3.2362 3.2154 3.1929 3.1684 3.1418 3.1130 3.0817

40   3.4512 3.4404 3.4288 3.4161 3.4023 3.3874 3.3712 3.3535 3.3344 3.3137

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   3.0476 3.0107 2.9706 2.9271 2.8801

40   3.2911 3.2667 3.2401 3.2113 3.1799 3.1459 3.1090 3.0690 3.0255 2.9810

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PACE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/7/78-PRESENT

CONTRACT RATE  8.50%

SUBSIDY RATE   4.00%

PREMIUM RATE    .70%

                                   AMORTIZATION YEAR

 MORTGAGE                             FORMULA TWO

  TERM

 (YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   2.8359 2.7956 2.7518 2.7041 2.6523 2.5958 2.5343 2.4674 2.3946 2.3154

15   3.0242 3.0033 2.9805 2.9557 2.9287 2.8993 2.8673 2.8325 2.7946 2.7534

20   3.1981 3.1860 3.1728 3.1585 3.1429 3.1260 3.1075 3.0874 3.0656 3.0418

25   3.3601 3.3527 3.3447 3.3359 3.3264 3.3160 3.3047 3.2924 3.2791 3.2645

30   3.4913 3.4867 3.4817 3.4763 3.4704 3.4639 3.4569 3.4493 3.4410 3.4319

35   3.6221 3.6191 3.6160 3.6125 3.6087 3.6046 3.6001 3.5953 3.5900 3.5842

40   3.7425 3.7405 3.7384 3.7361 3.7336 3.7309 3.7279 3.7247 3.7212 3.7174

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   2.7085 2.6596 2.6065 2.5486 2.4856

20   3.0159 2.9877 2.9570 2.9236 2.8872 2.8477 2.8046 2.7578 2.7066 2.6512

25   3.2487 3.2314 3.2126 3.1922 3.1700 3.1458 3.1194 3.0908 3.0596 3.0256

30   3.4221 3.4114 3.3997 3.3870 3.3732 3.3582 3.3418 3.3240 3.3047 3.2836

35   3.5779 3.5711 3.5637 3.5556 3.5468 3.5372 3.5268 3.5154 3.5031 3.4896

40   3.7132 3.7087 3.7037 3.6984 3.6925 3.6862 3.6792 3.6717 3.6635 3.6546

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   2.9887 2.9484 2.9046 2.8570 2.8051

30   3.2606 3.2356 3.2084 3.1788 3.1466 3.1115 3.0734 3.0318 2.9866 2.9374

35   3.4750 3.4591 3.4417 3.4229 3.4023 3.3800 3.3557 3.3292 3.3004 3.2690

40   3.6449 3.6343 3.6228 3.6103 3.5966 3.5818 3.5657 3.5481 3.5290 3.5081

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   3.2349 3.1977 3.1573 3.1133 3.0654

40   3.4855 3.4608 3.4340 3.4048 3.3730 3.3384 3.3007 3.2597 3.2151 3.1700

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/7/78-PRESENT

CONTRACT RATE  8.75%

SUBSIDY RATE   4.00%

PREMIUM RATE    .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   2.9761 2.9363 2.8928 2.8454 2.7937 2.7372 2.6757 2.6085 2.5352 2.4552

15   3.1744 3.1539 3.1315 3.1070 3.0803 3.0512 3.0194 2.9847 2.9469 2.9056

20   3.3582 3.3465 3.3337 3.3197 3.3044 3.2878 3.2696 3.2498 3.2282 3.2046

25   3.5302 3.5231 3.5154 3.5069 3.4976 3.4875 3.4765 3.4645 3.4514 3.4371

30   3.6714 3.6670 3.6623 3.6570 3.6513 3.6451 3.6383 3.6309 3.6228 3.6140

35   3.8121 3.8093 3.8063 3.8030 3.7993 3.7954 3.7910 3.7863 3.7812 3.7756

40   3.9325 3.9307 3.9288 3.9266 3.9243 3.9217 3.9189 3.9159 3.9125 3.9089

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   2.8606 2.8115 2.7578 2.6994 2.6355

20   3.1788 3.1507 3.1201 3.0866 3.0502 3.0103 2.9669 2.9195 2.8678 2.8114

25   3.4215 3.4045 3.3859 3.3657 3.3435 3.3194 3.2931 3.2644 3.2330 3.1988

30   3.6044 3.5939 3.5825 3.5700 3.5564 3.5415 3.5253 3.5076 3.4882 3.4672

35   3.7694 3.7628 3.7555 3.7475 3.7388 3.7294 3.7190 3.7078 3.6954 3.6820

40   3.9049 3.9006 3.8959 3.8907 3.8851 3.8790 3.8723 3.8650 3.8571 3.8484

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   3.1615 3.1208 3.0764 3.0279 2.9751

30   3.4442 3.4191 3.3917 3.3618 3.3292 3.2937 3.2549 3.2125 3.1664 3.1160

35   3.6674 3.6514 3.6340 3.6149 3.5942 3.5715 3.5468 3.5199 3.4904 3.4583

40   3.8389 3.8286 3.8173 3.8050 3.7915 3.7769 3.7609 3.7434 3.7244 3.7036

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   30TH   39TH   40TH

35   3.4233 3.3851 3.3434 3.2979 3.2489

40   3.6810 3.6562 3.6293 3.5998 3.5677 3.5327 3.4944 3.4527 3.4072 3.3608

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/7/78-PRESENT

CONTRACT RATE  9.00%

SUBSIDY RATE   4.00%

PREMIUM RATE    .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   3.1063 3.0670 3.0240 2.9770 2.9255 2.8692 2.8077 2.7403 2.6667 2.5861

15   3.3246 3.3045 3.2824 3.2583 3.2319 3.2031 3.1715 3.1370 3.0993 3.0580

20   3.5184 3.5070 3.4945 3.4809 3.4659 3.4496 3.4318 3.4122 3.3908 3.3675

25   3.7004 3.6935 3.6860 3.6779 3.6689 3.6591 3.6484 3.6367 3.6238 3.6098

30   3.8515 3.8473 3.8428 3.8378 3.8323 3.8263 3.8198 3.8126 3.8048 3.7962

35   3.9922 3.9896 3.9868 3.9837 3.9803 3.9766 3.9726 3.9681 3.9633 3.9580

40   4.1226 4.1209 4.1191 4.1171 4.1149 4.1125 4.1099 4.1070 4.1039 4.1005

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   3.0128 2.9634 2.9094 2.8503 2.7856

20   3.3419 3.3139 3.2834 3.2499 3.2133 3.1733 3.1295 3.0816 3.0292 2.9719

25   3.5945 3.5777 3.5594 3.5393 3.5173 3.4933 3.4670 3.4383 3.4069 3.3725

30   3.7868 3.7766 3.7653 3.7531 3.7397 3.7250 3.7089 3.6914 3.6722 3.6512

35   3.9522 3.9459 3.9389 3.9314 3.9231 3.9140 3.9041 3.8932 3.8813 3.8684

40   4.0967 4.0926 4.0881 4.0832 4.0779 4.0720 4.0656 4.0585 4.0509 4.0425

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   3.3349 3.2938 3.2408 3.1996 3.1458

30   3.6282 3.6030 3.5756 3.5455 3.5126 3.4766 3.4373 3.3942 3.3471 3.2956

35   3.8541 3.8386 3.8216 3.8030 3.7827 3.7605 3.7361 3.7095 3.6804 3.6486

40   4.0333 4.0232 4.0122 4.0002 3.9870 3.9726 3.9569 3.9397 3.9209 3.9003

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   3.6138 3.5757 3.5340 3.4884 3.4386

40   3.8777 3.8531 3.8261 3.7966 3.7644 3.7291 3.6905 3.6483 3.6022 3.5537

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/7/78-PRESENT

CONTRACT RATE  9.25%

SUBSIDY RATE   4.00%

PREMIUM RATE    .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   3.2465 3.2077 3.1650 3.1183 3.0670 3.0108 2.9491 2.8815 2.8074 2.7261

15   3.4748 3.4550 3.4334 3.4096 3.3836 3.3550 3.3237 3.2894 3.2517 3.2104

20   3.6786 3.6675 3.6554 3.6421 3.6275 3.6115 3.5939 3.5747 3.5536 3.5305

25   3.8705 3.8639 3.8567 3.8488 3.8402 3.8307 3.8203 3.8088 3.7963 3.7826

30   4.0316 4.0276 4.0233 4.0185 4.0133 4.0075 4.0012 3.9943 3.9867 3.9784

35   4.1823 4.1798 4.1771 4.1742 4.1710 4.1674 4.1635 4.1593 4.1546 4.1495

40   4.3127 4.3111 4.3094 4.3076 4.3056 4.3033 4.3009 4.2982 4.2953 4.2921

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   3.1652 3.1155 3.0611 3.0014 2.9360

20   3.5051 3.4773 3.4468 3.4134 3.3767 3.3365 3.2925 3.2441 3.1911 3.1330

25   3.7676 3.7510 3.7329 3.7131 3.6913 3.6675 3.6413 3.6126 3.5812 3.5467

30   3.9693 3.9593 3.9483 3.9363 3.9232 3.9087 3.8929 3.8755 3.8565 3.8356

35   4.1438 4.1377 4.1309 4.1235 4.1154 4.1065 4.0967 4.0860 4.0743 4.0614

40   4.2886 4.2847 4.2805 4.2758 4.2707 4.2652 4.2590 4.2523 4.2450 4.2369

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   3.5089 3.4674 3.4219 3.3720 3.3173

30   3.8127 3.7876 3.7600 3.7298 3.6967 3.6604 3.6206 3.5770 3.5291 3.4766

35   4.0473 4.0318 4.0148 3.9962 3.9758 3.9534 3.9289 3.9019 3.8724 3.8401

40   4.2280 4.2183 4.2077 4.1960 4.1832 4.1692 4.1538 4.1369 4.1184 4.0981

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   3.8046 3.7657 3.7230 3.6762 3.6249

40   4.0759 4.0515 4.0247 3.9954 3.9632 3.9280 3.8893 3.8469 3.8004 3.7499

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATE:  3/7/78-PRESENT

CONTRACT RATE  9.50%

SUBSIDY RATE   4.00%

PREMIUM RATE    .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   3.3768 3.3384 3.2962 3.2498 3.1989 3.1428 3.0812 3.0135 2.9391 2.8573

15   3.6250 3.6056 3.5844 3.5610 3.5353 3.5070 3.4759 3.4418 3.4043 3.3630

20   3.8487 3.8379 3.8260 3.8130 3.7986 3.7829 3.7655 3.7465 3.7255 3.7025

25   4.0406 4.0343 4.0274 4.0198 4.0115 4.0023 3.9922 3.9811 3.9689 3.9555

30   4.2117 4.2079 4.2038 4.1992 4.1942 4.1887 4.1827 4.1760 4.1687 4.1607

35   4.3723 4.3700 4.3675 4.3647 4.3616 4.3582 4.3545 4.3504 4.3459 4.3410

40   4.5127 4.5112 4.5096 4.5078 4.5058 4.5037 4.5013 4.4987 4.4959 4.4927

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   3.3176 3.2678 3.2130 3.1527 3.0865

20   3.6772 3.6494 3.6188 3.5852 3.5483 3.5076 3.4630 3.4139 3.3600 3.3007

25   3.9407 3.9245 3.9067 3.8871 3.8656 3.0420 3.8159 3.7874 3.7559 3.7214

30   4.1519 4.1421 4.1315 4.1197 4.1068 4.0927 4.0771 4.0600 4.0411 4.0204

35   4.3355 4.3296 4.3230 4.3158 4.3079 4.2991 4.2896 4.2790 4.2674 4.2547

40   4.4892 4.4854 4.4813 4.4767 4.4716 4.4660 4.4599 4.4532 4.4458 4.4377

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   3.6834 3.6417 3.5958 3.5453 3.4899

30   3.9977 3.9727 3.9452 3.9149 3.8817 3.8452 3.8051 3.7609 3.7124 3.6591

35   4.2407 4.2254 4.2084 4.1899 4.1694 4.1470 4.1223 4.0952 4.0653 4.0326

40   4.4288 4.4190 4.4082 4.3964 4.3834 4.3691 4.3533 4.3360 4.3170 4.2961

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   3.9965 3.9569 3.9134 3.8655 3.8131

40   4.2732 4.2479 4.2202 4.1896 4.1561 4.1192 4.0787 4.0342 3.9852 3.9377

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/7/78-PRESENT

CONTRACT RATE  9.75%

SUBSIDY RATE   4.00%

PREMIUM RATE    .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   3.5170 3.4791 3.4372 3.3912 3.3404 3.2844 3.2228 3.1548 3.0800 2.9974

15   3.7752 3.7562 3.7353 3.7123 3.6870 3.6590 3.6202 3.5943 3.5569 3.5157

20   4.0088 3.9984 3.9869 3.9742 3.9602 3.9448 3.9278 3.9091 3.8884 3.8657

25   4.2207 4.2146 4.2079 4.2005 4.1924 4.1834 4.1735 4.1626 4.1506 4.1374

30   4.4018 4.3981 4.3941 4.3897 4.3848 4.3795 4.3736 4.3670 4.3599 4.3520

35   4.5624 4.5602 4.5578 4.5552 4.5522 4.5490 4.5455 4.5416 4.5373 4.5325

40   4.7028 4.7014 4.6999 4.6983 4.6965 4.6945 4.6924 4.6900 4.6873 4.6844

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   3.4702 3.4202 3.3650 3.3043 3.2373

20   3.8407 3.8131 3.7826 3.7491 3.7122 3.6715 3.6266 3.5772 3.5227 3.4627

25   4.1228 4.1067 4.0890 4.0694 4.0479 4.0242 3.9981 3.9693 3.9376 3.9026

30   4.3432 4.3336 4.3231 4.3114 4.2985 4.2844 4.2688 4.2516 4.2326 4.2117

35   4.5273 4.5215 4.5152 4.5082 4.5005 4.4920 4.4826 4.4723 4.4609 4.4484

40   4.6812 4.6777 4.6738 4.6695 4.6647 4.6595 4.6538 4.6474 4.6404 4.6327

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   3.8641 3.8217 3.7749 3.7233 3.6666

30   4.1887 4.1633 4.1354 4.1046 4.0706 4.0332 3.9920 3.9466 3.8965 3.8419

35   4.4346 4.4193 4.4026 4.3841 4.3637 4.3413 4.3165 4.2893 4.2593 4.2262

40   4.6243 4.6149 4.6046 4.5933 4.5808 4.5670 4.5518 4.5351 4.5166 4.4963

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   4.1897 4.1495 4.1052 4.0564 4.0029

40   4.4739 4.4492 4.4220 4.3921 4.3590 4.3226 4.2825 4.2383 4.1897 4.1373

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/7/78-PRESENT

CONTRACT RATE  10.00%

SUBSIDY RATE    4.00%

PREMIUM RATE     .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   3.6572 3.6197 3.5783 3.5325 3.4619 3.4261 3.3644 3.2962 3.2209 3.1377

15   3.9254 3.9068 3.8863 3.8637 3.8387 3.8111 3.7805 3.7468 3.7096 3.6684

20   4.1790 4.1688 4.1575 4.1451 4.1314 4.1162 4.0995 4.0809 4.0605 4.0379

25   4.3908 4.3850 4.3786 4.3715 4.3637 4.3550 4.3455 4.3349 4.3233 4.3104

30   4.5819 4.5784 4.5746 4.5705 4.5658 4.5607 4.5551 4.5489 4.5420 4.5344

35   4.7525 4.7504 4.7481 4.7456 4.7429 4.7398 4.7365 4.7328 4.7286 4.7241

40   4.9028 4.9015 4.9001 4.8985 4.8968 4.8949 4.8928 4.8905 4.8879 4.8851

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   3.6230 3.5728 3.5173 3.4560 3.3883

20   4.0130 3.9854 3.9549 3.9213 3.8841 3.8431 3.7977 3.7476 3.6923 3.6311

25   4.2962 4.2804 4.2631 4.2439 4.2227 4.1993 4.1734 4.1448 4.1133 4.0784

30   4.5260 4.5167 4.5064 4.4951 4.4826 4.4688 4.4535 4.4366 4.4180 4.3974

35   4.7191 4.7135 4.7074 4.7007 4.6932 4.6849 4.6758 4.6658 4.6546 4.6423

40   4.8819 4.8785 4.8746 4.8704 4.8657 4.8606 4.8549 4.8486 4.8416 4.8340

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   4.0399 3.9973 3.9503 3.8983 3.8410

30   4.3747 4.3496 4.3218 4.2911 4.2573 4.2199 4.1785 4.1329 4.0824 4.0267

35   4.6288 4.6138 4.5972 4.5789 4.5587 4.5363 4.5117 4.4844 4.4543 4.4210

40   4.8255 4.8161 4.8057 4.7943 4.7817 4.7677 4.7523 4.7352 4.7164 4.6956

       31ST   32HD   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   4.3842 4.3436 4.2988 4.2492 4.1947

40   4.6727 4.6473 4.6192 4.5883 4.5541 4.5163 4.4745 4.4284 4.3774 4.3280

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/7/78-PRESENT

CONTRACT RATE  10.25%

SUBSIDY RATE    4.00%

PREMIUM RATE     .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   3.7974 3.7604 3.7193 3.6738 3.6235 3.5677 3.5060 3.4376 3.3619 3.2780

15   4.0755 4.0574 4.0373 4.0151 3.9904 3.9631 3.9329 3.8994 3.8624 3.8213

20   4.3391 4.3293 4.3184 4.3063 4.2930 4.2782 4.2618 4.2437 4.2236 4.2013

25   4.5709 4.5653 4.5591 4.5522 4.5446 4.5362 4.5269 4.5165 4.5051 4.4924

30   4.7719 4.7686 4.7650 4.7609 4.7565 4.7515 4.7460 4.7399 4.7332 4.7257

35   4.9425 4.9406 4.9385 4.9361 4.9335 4.9307 4.9275 4.9240 4.9201 4.9157

40   5.0928 5.0917 5.0904 5.0890 5.0875 5.0858 5.0839 5.0818 5.0794 5.0769

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   3.7759 3.7255 3.6697 3.6080 3.5396

20   4.1767 4.1494 4.1192 4.0857 4.0486 4.0076 3.9621 3.9118 3.8560 3.7943

25   4.4784 4.4628 4.4456 4.4265 4.4054 4.3820 4.3561 4.3274 4.2957 4.2605

30   4.7175 4.7083 4.6982 4.6870 4.6746 4.6608 4.6456 4.6287 4.6100 4.5094

35   4.9110 4.9057 4.8998 4.8933 4.8861 4.8781 4.8693 4.8595 4.8487 4.8367

40   5.0740 5.0708 5.0673 5.0634 5.0591 5.0544 5.0491 5.0433 5.0368 5.0296

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   4.2215 4.1784 4.1306 4.0777 4.0191

30   4.5664 4.5411 4.5130 4.4818 4.4474 4.4092 4.3669 4.3201 4.2683 4.2116

35   4.8234 4.8087 4.7924 4.7743 4.7544 4.7322 4.7077 4.6806 4.6505 4.6172

40   5.0217 5.0129 5.0032 4.9924 4.9805 4.9672 4.9526 4.9364 4.9184 4.8985

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   4.5804 4.5395 4.4943 4.4443 4.3888

40   4.8765 4.8521 4.8251 4.7952 4.7621 4.7254 4.6848 4.6398 4.5900 4.5350

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/7/78-PRESENT

CONTRACT RATS  10.50%

SUBSIDY RATE    4.00%

PREMIUM RATE     .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   3.9376 3.9010 3.8603 3.8152 3.7651 3.7094 3.6477 3.5791 3.5029 3.4184

15   4.2357 4.2179 4.1981 4.1762 4.1518 4.1247 4.0947 4.0613 4.0243 3.9832

20   4.5092 4.4997 4.4891 4.4773 4.4642 4.4497 4.4335 4.4156 4.3958 4.3737

25   4.7510 4.7456 4.7396 4.7330 4.7256 4.7174 4.7083 4.6982 4.6870 4.6745

30   4.9520 4.9489 4.9455 4.9417 4.9375 4.9328 4.9276 4.9218 4.9154 4.9083

35   5.1425 5.1407 5.1386 5.1364 5.1338 5.1310 5.1279 5.1244 5.1206 5.1163

40   5.2929 5.2918 5.2906 5.2893 5.2878 5.2861 5.2843 5.2823 5.2801 5.2776

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   3.9376 3.8869 3.8306 3.7682 3.6988

20   4.3492 4.3220 4.2918 4.2583 4.2211 4.1797 4.1339 4.0829 4.0264 3.9636

25   4.6607 4.6453 4.6283 4.6093 4.5883 4.5650 4.5391 4.5104 4.4784 4.4430

30   4.9004 4.8916 4.8819 4.8711 4.8590 4.8457 4.8309 4.8145 4.7963 4.7760

35   5.1116 5.1063 5.1005 5.0940 5.0868 5.0788 5.0699 5.0600 5.0491 5.0369

40   5.2748 5.2717 5.2683 5.2645 5.2603 5.2557 5.2505 5.2447 5.2384 5.2313

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   4.4037 4.3600 4.3115 4.2577 4.1980

30   4.7535 4.7266 4.7009 4.6701 4.6359 4.5980 4.5559 4.5092 4.4573 4.3997

35   5.0234 5.0085 4.9918 4.9734 4.9529 4.9301 4.9049 4.8768 4.8457 4.8112

40   5.2234 5.2147 5.2050 5.1942 5.1822 5.1690 5.1542 5.1379 5.1197 5.0996

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   4.7728 4.7302 4.6829 4.6304 4.5749

40   5.0772 5.0523 5.0247 4.9941 4.9601 4.9224 4.8805 4.8339 4.7823 4.7269

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/7/78-PRESENT

CONTRACT RATE  10.75%

SUBSIDY RATE    4.00%

PREMIUM RATE     .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   4.0779 4.0417 4.0014 3.9566 3.9067 3.8512 3.7894 3.7206 3.6441 3.5589

15   4.3859 4.3685 4.3491 4.3276 4.3036 4.2769 4.2472 4.2141 4.1773 4.1363

20   4.6794 4.6701 4.6597 4.6482 4.6354 4.6212 4.6053 4.5877 4.5680 4.5462

25   4.9311 4.9259 4.9201 4.9137 4.9066 4.8986 4.8897 4.8799 4.8689 4.8567

30   5.1421 5.1391 5.1358 5.1322 5.1281 5.1236 5.1186 5.1129 5.1067 5.0998

35   5.3326 5.3309 5.3290 5.3269 5.3245 5.3219 5.3189 5.3157 5.3121 5.3080

40   5.4929 5.4919 5.4907 5.4895 5.4881 5.4865 5.4848 5.4829 5.4807 5.4783

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   4.0907 4.0400 3.9835 3.9206 3.8507

20   4.5218 4.4947 4.4646 4.4311 4.3937 4.3522 4.3059 4.2544 4.1972 4.1334

25   4.8431 4.8279 4.8111 4.7923 4.7715 4.7482 4.7224 4.6936 4.6616 4.6260

30   5.0920 5.0834 5.0739 5.0632 5.0513 5.0381 5.0235 5.0071 4.9889 4.9687

35   5.3035 5.2985 5.2930 5.2868 5.2799 5.2722 5.2637 5.2542 5.2437 5.2319

40   5.4756 5.4727 5.4694 5.4657 5.4616 5.4570 5.4520 5.4463 5.4401 5.4331

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   4.5863 4.5422 4.4930 4.4383 4.3777

30   4.9461 4.9210 4.8931 4.8621 4.8275 4.7890 4.7462 4.6985 4.6454 4.5866

35   5.2188 5.2042 5.1880 5.1700 5.1499 5.1275 5.1027 5.0750 5.0442 5.0099

40   5.4253 5.4167 5.4070 5.3963 5.3844 5.3711 5.3563 5.3399 5.3216 5.3012

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   4.9717 4.9292 4.8819 4.8293 4.7716

40   5.2785 5.2533 5.2252 5.1940 5.1592 5.1205 5.0774 5.0294 4.9761 4.9215

                *NOTE:    THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/7/78-PRESENT

CONTRACT RATE  11.00%

SUBSIDY RATE    4.00%

PREMIUM RATE     .70%

                                    AMORTIZATION YEAR

MORTGAGE                               FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   4.2181 4.1823 4.1425 4.0980 4.0483 3.9930 3.9312 3.8622 3.7853 3.6995

15   4.5460 4.5290 4.5099 4.4887 4.4650 4.4385 4.4090 4.3761 4.3394 4.2984

20   4.8495 4.8405 4.8304 4.8192 4.8067 4.7927 4.7771 4.7598 4.7404 4.7187

25   5.1112 5.1062 5.1007 5.0945 5.0875 5.0798 5.0712 5.0616 5.0509 5.0389

30   5.3321 5.3293 5.3262 5.3227 5.3188 5.3144 5.3095 5.3041 5.2980 5.2913

35   5.5227 5.5211 5.5193 5.5174 5.5152 5.5127 5.5100 5.5070 5.5036 5.4998

40   5.6929 5.6920 5.6909 5.6897 5.6884 5.6869 5.6853 5.6834 5.6814 5.6791

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   4.2526 4.2016 4.1447 4.0812 4.0103

20   4.6946 4.6676 4.6376 4.6040 4.5666 4.5249 4.4783 4.4263 4.3684 4.3037

25   5.0255 5.0106 4.9940 4.9755 4.9548 4.9317 4.9059 4.8772 4.8451 4.8094

30   5.2837 5.2753 5.2659 5.2555 5.2438 5.2308 5.2162 5.2000 5.1819 5.1617

35   5.4956 5.4909 5.4856 5.4798 5.4732 5.4659 5.4578 5.4487 5.4386 5.4273

40   5.6765 5.6736 5.6705 5.6669 5.6629 5.6585 5.6536 5.6481 5.6419 5.6351

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   4.7695 4.7249 4.6752 4.6198 4.5582

30   5.1391 5.1140 5.0859 5.0546 5.0197 4.9807 4.9372 4.8887 4.8346 4.7747

35   5.4146 5.4006 5.3849 5.3674 5.3478 5.3260 5.3017 5.2745 5.2442 5.2104

40   5.6274 5.6189 5.6093 5.5987 5.5869 5.5736 5.5589 5.5424 5.5240 5.5035

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   5.1727 5.1306 5.0837 5.0313 4.9729

40   5.4807 5.4551 5.4267 5.3949 5.3595 5.3199 5.2758 5.2266 5.1717 5.1183

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/7/78-PRESENT

CONTRACT RATE  11.25%

SUBSIDY RATE    4.00%

PREMIUM RATE     .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   4.3583 4.3230 4.2835 4.2394 4.1900 4.1348 4.0730 4.0039 3.9266 3.8402

15   4.7062 4.6895 4.6700 4.6498 4.6264 4.6002 4.5709 4.5382 4.5015 4.4605

20   5.0196 5.0109 5.0011 4.9902 4.9780 4.9643 4.9490 4.9319 4.9128 4.8914

25   5.2913 5.2865 5.2812 5.2752 5.2685 5.2611 5.2527 5.2433 5.2329 5.2212

30   5.5222 5.5195 5.5165 5.5132 5.5094 5.5052 5.5005 5.4953 5.4894 5.4829

35   5.7227 5.7212 5.7195 5.7176 5.7155 5.7131 5.7104 5.7075 5.7042 5.7005

40   5.8930 5.8921 5.8911 5.8899 5.8887 5.8873 5.8857 5.8840 5.0820 5.8798

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   4.4147 4.3634 4.3061 4.2419 4.1702

20   4.8674 4.8407 4.8107 4.7772 4.7398 4.6979 4.6510 4.5986 4.5400 4.4745

25   5.2081 5.1935 5.1771 5.1588 5.1383 5.1154 5.0898 5.0612 5.0291 4.9933

30   5.4755 5.4673 5.4581 5.4479 5.4364 5.4235 5.4092 5.3931 5.3751 5.3550

35   5.6963 5.6917 5.6865 5.6807 5.6742 5.6669 5.6588 5.6497 5.6396 5.6282

40   5.8774 5.8747 5.8716 5.8682 5.8643 5.8601 5.8553 5.8499 5.8439 5.8372

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   4.9532 4.9084 4.8582 4.8021 4.7395

30   5.3325 5.3074 5.2792 5.2478 5.2126 5.1732 5.1292 5.0800 5.0249 4.9640

35   5.6155 5.6013 5.5854 5.5676 5.5477 5.5254 5.5006 5.4727 5.4416 5.4068

40   5.8297 5.8213 5.8120 5.8015 5.7898 5.7766 5.7620 5.7455 5.7272 5.7066

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   5.3678 5.3243 5.2756 5.2211 5.1613

40   5.6837 5.6580 5.6293 5.5971 5.5612 5.5210 5.4760 5.4257 5.3695 5.3166

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/7/78-PRESENT

CONTRACT RATE  11.50%

SUBSIDY RATE    4.00%

PREMIUM RATE     .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   4.4985 4.4637 4.4246 4.3808 4.3317 4.2766 4.2149 4.1456 4.0680 3.9810

15   4.8664 4.8500 4.8316 4.8110 4.7878 4.7619 4.7329 4.7003 4.6638 4.6228

20   5.1897 5.1813 5.1718 5.1612 5.1492 5.1359 5.1209 5.1041 5.0852 5.0641

25   5.4714 5.4668 5.4617 5.4560 5.4495 5.4423 5.4342 5.4251 5.4150 5.4036

30   5.7123 5.7097 5.7069 5.7037 5.7001 5.6961 5.6916 5.6865 5.6808 5.6745

35   5.9227 5.9213 5.9196 5.9178 5.9158 5.9135 5.9109 5.9080 5.9048 5.9011

40   6.0930 6.0921 6.0912 6.0902 6.0890 6.0877 6.0862 6.0846 6.0827 6.0806

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   4.5769 4.5254 4.4676 4.4029 4.3303

20   5.0404 5.0138 4.9841 4.9507 4.9132 4.8712 4.8242 4.7714 4.7122 4.6458

25   5.3908 5.3764 5.3604 5.3423 5.3221 5.2994 5.2740 5.2455 5.2136 5.1777

30   5.6674 5.6594 5.6504 5.6404 5.6291 5.6165 5.6024 5.5865 5.5687 5.5487

35   5.8971 5.8925 5.8874 5.8816 5.8752 5.8680 5.8599 5.8508 5.8407 5.8293

40   6.0783 6.0757 6.0728 6.0695 6.0658 6.0617 6.0571 6.0519 6.0461 6.0396

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   5.1376 5.0925 5.0420 4.9854 4.9219

30   5.5264 5.5013 5.4732 5.4416 5.4063 5.3666 5.3222 5.2723 5.2165 5.1545

35   5.8165 5.8022 5.7861 5.7681 5.7479 5.7252 5.6990 5.6713 5.6394 5.6036

40   6.0323 6.0241 6.0149 6.0046 5.9931 5.9801 5.9656 5.9493 5.9311 5.9106

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   5.5634 5.5184 5.4680 5.4114 5.3528

40   5.8877 5.8620 5.8331 5.9008 5.7645 5.7239 5.6783 5.6271 5.5698 5.5164

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/7/78-PRESENT

CONTRACT RATE  11.75%

SUBSIDY RATE    4.00%

PREMIUM RATE     .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   4.6487 4.6142 4.5755 4.5319 4.4830 4.4280 4.3661 4.2966 4.2185 4.1306

15   5.0265 5.0105 4.9924 4.9721 4.9493 4.9237 4.8949 4.8625 4.8261 4.7852

20   5.3599 5.3517 5.3425 5.3322 5.3205 5.3075 5.2920 5.2763 5.2578 5.2369

25   5.6515 5.6471 5.6422 5.6367 5.6305 5.6236 5.6158 5.6070 5.5971 5.5860

30   5.9023 5.8999 5.8972 5.8942 5.8907 5.8869 5.8826 5.8777 5.8723 5.8662

35   6.1128 6.1115 6.1100 6.1083 6.1065 6.1044 6.1020 6.0994 6.0064 6.0930

40   6.2930 6.2922 6.2914 6.2904 6.2893 6.2881 6.2867 6.2852 6.2834 6.2915

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   4.7392 4.6875 4.6294 4.5640 4.4906

20   5.2135 5.1872 5.1576 5.1243 5.0869 5.0449 4.9977 4.9445 4.8849 4.8178

25   5.5735 5.5595 5.5438 5.5260 5.5061 5.4837 5.4586 5.4303 5.3985 5.3628

30   5.8593 5.8515 5.8429 5.8330 5.8220 5.8097 5.7958 5.7802 5.7626 5.7429

35   6.0893 6.0850 6.0803 6.0750 6.0690 6.0622 6.0546 6.0461 6.0365 6.0257

40   6.2793 6.2768 6.2740 6.2709 6.2674 6.2635 6.2590 6.2541 6.2485 6.2422

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   5.3226 5.2774 5.2267 5.1696 5.1055

30   5.7207 5.6958 5.6677 5.6362 5.6008 5.5610 5.5163 5.4660 5.4095 5.3464

35   6.0136 6.0000 5.9847 5.9675 5.9482 5.9264 5.9020 5.8746 5.8437 5.8090

40   6.2351 6.2271 6.2182 6.2081 6.1969 6.1842 6.1699 6.1539 6.1358 6.1156

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   5.7700 5.7262 5.6769 5.6216 5.5594

40   6.0928 6.0672 6.0384 6.0061 5.9697 5.9288 5.8829 5.8312 5.7732 5.7176

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/7/78-PRESENT

CONTRACT RATE  12.00%

SUBSIDY RATE    4.00%

PREMIUM RATE     .70%

                                    AMORTIZATION YEAR

MORTGAGE                               FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   4.7889 4.7549 4.7166 4.6734 4.6247 4.5699 4.5081 4.4385 4.3600 4.2716

15   5.1867 5.1709 5.1532 5.1333 5.1108 5.0855 5.0569 5.0247 4.9885 4.9476

20   5.5399 5.5320 5.5230 5.5129 5.5014 5.4886 5.4741 5.4578 5.4394 5.4187

25   5.8415 5.8373 5.8326 5.8272 5.8212 5.8144 5.8067 5.7980 5.7883 5.7773

30   6.0924 6.0901 6.0875 6.0847 6.0814 6.0778 6.0737 6.0690 6.0638 6.0579

35   6.3128 6.3116 6.3101 6.3086 6.3068 6.3047 6.3025 6.2999 6.2970 6.2938

40   6.4930 6.4923 6.4915 6.4906 6.4896 6.4885 6.4872 6.4858 6.4842 6.4823

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   4.9016 4.8497 4.7913 4.7254 4.6512

20   5.3953 5.3690 5.3393 5.3059 5.2682 5.2258 5.1780 5.1241 5.0634 4.9950

25   5.7650 5.7510 5.7353 5.7176 5.6977 5.6752 5.6499 5.6214 5.5892 5.5530

30   6.0512 6.0438 6.0353 6.0258 6.0151 6.0031 5.9895 5.9741 5.9569 5.9374

35   6.2901 6.2860 6.2813 6.2761 6.2702 6.2635 6.2560 6.2476 6.2380 6.2273

40   6.4803 6.4779 6.4753 6.4724 6.4691 6.4653 6.4611 6.4563 6.4510 6.4449

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   5.5122 5.4662 5.4144 5.3560 5.2904

30   5.9155 5.8908 5.8630 5.8316 5.7963 5.7565 5.7116 5.6610 5.6041 5.5400

35   6.2152 6.2016 6.1862 6.1689 6.1494 6.1275 6.1027 6.0748 6.0434 6.0080

40   6.4381 6.4305 6.4218 6.4121 6.4011 6.3888 6.3749 6.3592 6.3415 6.3216

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   5.9681 5.9231 5.8724 5.8153 5.7523

40   6.2991 6.2738 6.2453 6.2132 6.1770 6.1362 6.0902 6.0385 5.9801 5.9210

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/7/78-PRESENT

CONTRACT RATE  12.25%

SUBSIDY RATE    4.00%

PREMIUM RATE     .70%

                                    AMORTIZATION YEAR

MORTGAGE                               FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   4.9391 4.9055 4.8675 4.8245 4.7761 4.7213 4.6594 4.5895 4.5106 4.4214

15   5.3468 5.3314 5.3141 5.2945 5.2723 5.2473 5.2190 5.1871 5.1510 5.1102

20   5.7101 5.7024 5.6937 5.6839 5.6728 5.6603 5.6461 5.6301 5.6121 5.5917

25   6.0216 6.0176 6.0131 6.0080 6.0022 5.9957 5.9883 5.9800 5.9706 5.9599

30   6.2824 6.2803 6.2779 6.2752 6.2721 6.2686 6.2647 6.2603 6.2553 6.2497

35   6.5128 6.5116 6.5103 6.5088 6.5071 6.5051 6.5029 6.5005 6.4977 6.4945

40   6.6931 6.6924 6.6917 6.6909 6.6900 6.6889 6.6877 6.6864 6.6849 6.6832

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   5.0642 5.0122 4.9534 4.8870 4.8121

20   5.5686 5.5426 5.5132 5.4800 5.4425 5.4001 5.3522 5.2981 5.2371 5.1680

25   5.9479 5.9343 5.9190 5.9017 5.8822 5.8601 5.8351 5.8069 5.7751 5.7391

30   6.2433 6.2361 6.2279 6.2188 6.2084 6.1966 6.1834 6.1684 6.1515 6.1324

35   6.4910 6.4870 6.4824 6.4773 6.4715 6.4649 6.4575 6.4492 6.4397 6.4291

40   6.6813 6.6791 6.6767 6.6739 6.6708 6.6673 6.6633 6.6588 6.6537 6.6480

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   5.6985 5.6526 5.6008 5.5422 5.4760

30   6.1109 6.0865 6.0590 6.0279 5.9927 5.9531 5.9082 5.8576 5.8004 5.7358

35   6.4170 6.4034 6.3081 6.3707 6.3511 6.3290 6.3039 6.2757 6.2437 6.2077

40   6.6415 6.6342 6.6259 6.6165 6.6060 6.5941 6.5806 6.5654 6.5482 6.5287

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   6.1669 6.1209 6.0689 6.0102 5.9471

40   6.5068 6.4820 6.4540 6.4224 6.3867 6.3463 6.3008 6.2493 6.1911 6.1282

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/7/78-PRESENT

CONTRACT RATE  12.50%

SUBSIDY RATE    4.00%

PREMIUM RATE     .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   5.0793 5.0461 5.0086 4.9660 4.9178 4.8633 4.8015 4.7315 4.6523 4.5626

15   5.5070 5.4919 5.4749 5.4557 5.4338 5.4091 5.3811 5.3494 5.3135 5.2729

20   5.8902 5.8827 5.8742 5.8646 5.8537 5.8414 5.8275 5.8117 5.7938 5.7735

25   6.2117 6.2078 6.2034 6.1985 6.1928 6.1865 6.1792 6.1711 6.1618 6.1513

30   6.4825 6.4804 6.4780 6.4754 6.4724 6.4690 6.4651 6.4608 6.4558 6.4502

35   6.7129 6.7117 6.7105 6.7090 6.7074 6.7055 6.7034 6.7011 6.6984 6.6953

40   6.8931 6.8925 6.8919 6.8911 6.8903 6.8893 6.8883 6.8871 6.8857 6.8841

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   5.2269 5.1747 5.1157 5.0489 4.9732

20   5.7506 5.7246 5.6952 5.6619 5.6242 5.5815 5.5331 5.4784 5.4164 5.3461

25   6.1395 6.1260 6.1108 6.0936 6.0741 6.0520 6.0269 5.9986 5.9665 5.9302

30   6.4439 6.4367 6.4286 6.4194 6.4090 6.3972 6.3038 6.3687 6.3516 6.3322

35   6.6919 6.6880 6.6835 6.6785 6.6729 6.6664 6.6592 6.6509 6.6416 6.6311

40   6.8824 6.8804 6.8781 6.8755 6.8726 6.8693 6.8656 6.8614 6.8566 6.8512

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   20TH   29TH   30TH

25   5.8B90 5.8424 5.7896 5.7299 5.6623

30   6.3102 6.2853 6.2572 6.2253 6.1891 6.1482 6.1019 6.0495 5.9900 5.9240

35   6.6191 6.6056 6.5902 6.5729 6.5532 6.5309 6.5057 6.4772 6.4448 6.4082

40   6.8451 6.8382 6.8304 6.8215 6.8114 6.8000 6.7871 6.7725 6.7560 6.7372

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   6.3668 6.3198 6.2666 6.2064 6.1436

40   6.7160 6.6920 6.6648 6.6340 6.5991 6.5596 6.5148 6.4642 6.4068 6.3419

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATE:  3/7/78-PRESENT

CONTRACT RATE  12.75%

SUBSIDY RATE    4.00%

PREMIUM RATE     .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   5.2295 5.1967 5.1595 5.1172 5.0692 5.0148 4.9529 4.8027 4.8031 4.7126

15   5.6671 5.6524 5.6358 5.6169 5.5954 5.5710 5.5433 5.5119 5.4762 5.4357

20   6.0603 6.0531 6.0449 6.0356 6.0251 6.0131 5.9995 5.9841 5.9666 5.9467

25   6.4018 6.3980 6.3938 6.3009 6.3835 6.3773 6.3702 6.3622 6.3531 6.3428

30   6.6725 6.6706 6.6684 6.6659 6.6631 6.6599 6.6563 6.6521 6.6474 6.6421

35   6.9129 6.9118 6.9106 6.9092 6.9077 6.9059 6.9039 6.9016 6.8991 6.8961

40   7.1031 7.1025 7.1018 7.1011 7.1002 7.0992 7.0981 7.0968 7.0954 7.0938

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   5.3897 5.3375 5.2783 5.2110 5.1346

20   5.9242 5.8986 5.8695 5.8365 5.7990 5.7565 5.7082 5.6534 5.5912 5.5205

25   6.3311 6.3178 6.3027 6.2856 6.2661 6.2440 6.2190 6.1905 6.1582 6.1216

30   6.6361 6.6292 6.6214 6.6126 6.6026 6.5912 6.5782 6.5636 6.5469 6.5280

35   6.8928 6.8890 6.8847 6.8799 6.8743 6.8681 6.8609 6.8529 6.8437 6.8332

40   7.0919 7.0898 7.0874 7.0847 7.0817 7.0782 7.0742 7.0697 7.0646 7.0588

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   6.0799 6.0327 5.9790 5.9181 5.8494

30   6.5065 6.4822 6.4545 6.4231 6.3874 6.3469 6.3010 6.2488 6.1896 6.1224

35   6.8214 6.8080 6.7927 6.7754 6.7558 6.7335 6.7082 6.6794 6.6468 6.6097

40   7.0523 7.0448 7.0363 7.0267 7.0158 7.0034 6.9893 6.9734 6.9552 6.9347

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   6.5677 6.5199 6.4657 6.4042 6.3416

40   6.9113 6.8848 6.8547 6.8205 6.7817 6.7376 6.6876 6.6308 6.5664 6.5209

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/7/78-PRESENT

CONTRACT RATE  13.00%

SUBSIDY RATE    4.00%

PREMIUM RATE     .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   5.3797 5.3473 5.3104 5.2604 5.2206 5.1663 5.1044 5.0340 4.9539 4.8627

15   5.8373 5.8228 5.8064 5.7878 5.7665 5.7423 5.7148 5.6835 5.6479 5.6073

20   6.2404 6.2334 6.2254 6.2164 6.2060 6.1943 6.1810 6.1658 6.1485 6.1288

25   6.5818 6.5783 6.5743 6.5697 6.5646 6.5586 6.5519 6.5443 6.5355 6.5256

30   6.8725 6.8707 6.8686 6.8661 6.8634 6.8602 6.8567 6.8526 6.8480 6.8428

35   7.1129 7.1119 7.1108 7.1095 7.1080 7.1063 7.1044 7.1023 7.0998 7.0970

40   7.3031 7.3026 7.3020 7.3013 7.3005 7.2996 7.2906 7.2975 7.2962 7.2947

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   5.5612 5.5086 5.4489 5.3808 5.3034

20   6.1064 6.0809 6.0519 6.0188 5.9813 5.9385 5.8898 5.8344 5.7714 5.6997

25   6.5143 6.5015 6.4869 6.4702 6.4513 6.4298 6.4052 6.3773 6.3456 6.3095

30   6.8368 6.8300 6.8222 6.8134 6.8034 6.7920 6.7790 6.7642 6.7474 6.7282

35   7.0938 7.0901 7.0860 7.0813 7.0759 7.0698 7.0428 7.0549 7.0459 7.0357

40   7.2930 7.2911 7.2889 7.2865 7.2836 7.2804 7.2768 7.2726 7.2678 7.2625

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   6.2683 6.2215 6.1683 6.1077 6.0387

30   6.7064 6.6816 6.6534 6.6213 6.5847 6.5432 6.4958 6.4420 6.3806 6.3127

35   7.0240 7.0107 6.9956 6.9784 6.9589 6.9366 6.9113 6.8825 6.8496 6.8123

40   7.2563 7.2493 7.2414 7.2323 7.2220 7.2103 7.1970 7.1818 7.1645 7.1449

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   6.7698 6.7215 6.6664 6.6038 6.5408

40   7.1225 7.0971 7.0681 7.0352 6.9976 6.9549 6.9064 6.8511 6.7881 6.7278

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/7/78-PRESENT

CONTRACT RATE  13.25%

SUBSIDY RATE    4.00%

PREMIUM RATE     .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   5.5199 5.4879 5.4515 5.4099 5.3625 5.3084 5.2466 5.1762 5.0959 5.0042

15   5.9974 5.9833 5.9673 5.9490 5.9281 5.9043 5.8771 5.8461 5.8107 5.7703

20   6.4205 6.4137 6.4059 6.3971 6.3870 6.3755 6.3624 6.3474 6.3304 6.3109

25   6.7719 6.7685 6.7647 6.7602 6.7552 6.7495 6.7429 6.7355 6.7269 6.7172

30   7.0626 7.0609 7.0589 7.0567 7.0541 7.0512 7.0478 7.0440 7.0397 7.0347

35   7.3129 7.3120 7.3109 7.3097 7.3083 7.3067 7.3049 7.3029 7.3005 7.2978

40   7.5031 7.5027 7.5022 7.5016 7.5009 7.5001 7.4992 7.4982 7.4970 7.4957

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   5.7243 5.6717 5.6118 5.5434 5.4654

20   6.2886 6.2633 6.2344 6.2013 6.1637 6.1207 6.0717 6.0158 5.9520 5.8793

25   6.7061 6.6935 6.6790 6.6626 6.6438 6.6223 6.5979 6.5700 6.5381 6.5018

30   7.0291 7.0226 7.0153 7.0069 6.9973 6.9864 6.9739 6.9597 6.9434 6.9249

35   7.2948 7.2913 7.2813 7.2827 7.2775 7.2716 7.2649 7.2572 7.2484 7.2383

40   7.4942 7.4925 7.4905 7.4882 7.4857 7.4828 7.4794 7.4756 7.4713 7.4664

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   6.4604 6.4131 6.3592 6.2977 6.2275

30   6.9038 6.8797 6.8522 6.8209 6.7851 6.7443 6.6977 6.6446 6.5840 6.5149

35   7.2269 7.2138 7.1989 7.1819 7.1625 7.1404 7.1152 7.0864 7.0536 7.0161

40   7.4607 7.4543 7.4469 7.4386 7.4290 7.4181 7.4057 7.3915 7.3753 7.3568

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   6.9733 6.9246 6.8689 6.8055 6.7412

40   7.3357 7.3117 7.2843 7.2530 7.2173 7.1765 7.1301 7.0771 7.0166 6.9482

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/7/78-PRESENT

CONTRACT RATE  13.50%

SUBSIDY RATE    4.00%

PREMIUM RATE     .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   5.6701 5.6385 5.6024 5.5612 5.5140 5.4600 5.3982 5.3276 5.2468 5.1545

15   6.1675 6.1537 6.1380 6.1199 6.0993 6.0757 6.0487 6.0178 5.9825 5.9421

20   6.6006 6.5940 6.5865 6.5779 6.5680 6.5568 6.5439 6.5291 6.5123 6.4930

25   6.9620 6.9587 6.9550 6.9507 6.9459 6.9403 6.9340 6.9267 6.9184 6.9089

30   7.2626 7.2610 7.2591 7.2569 7.2544 7.2515 7.2483 7.2446 7.2403 7.2354

35   7.5130 7.5121 7.5111 7.5100 7.5087 7.5072 7.5055 7.5035 7.5013 7.4987

40   7.7131 7.7127 7.7121 7.7115 7.7108 7.7100 7.7090 7.7080 7.7068 7.7054

       11TH   12TH   13TN   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   5.8959 5.8431 5.7827 5.7136 5.6346

20   6.4710 6.4458 6.4170 6.3841 6.3464 6.3033 6.2540 6.1976 6.1331 6.0594

25   6.8980 6.8855 6.8713 6.8550 6.8364 6.8151 6.7908 6.7629 6.7311 6.6946

30   7.2299 7.2235 7.2162 7.2079 7.1983 7.1874 7.1749 7.1607 7.1444 7.1257

35   7.4958 7.4925 7.4886 7.4843 7.4793 7.4736 7.4670 7.4596 7.4510 7.4412

40   7.7038 7.7019 7.6999 7.6975 7.6948 7.6916 7.6881 7.6840 7.6793 7.6740

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   6.6530 6.6053 6.5508 6.4885 6.4172

30   7.1044 7.0800 7.0521 7.0201 6.9936 6.9419 6.8941 6.8395 6.7771 6.7067

35   7.4301 7.4173 7.4027 7.3859 7.3668 7.3450 7.3199 7.2913 7.2586 7.2212

40   7.6679 7.6609 7.6530 7.6438 7.6334 7.6215 7.6078 7.5922 7.5744 7.5540

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   7.1784 7.1295 7.0735 7.0095 6.9432

40   7.5306 7.5040 7.4734 7.4385 7.3986 7.3529 7.3007 7.2409 7.1726 7.1302

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/7/78-3/8/81

CONTRACT RATE  13.75%

SUBSIDY RATE    4.00%

PREMIUM RATE     .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   5.8203 5.7891 5.7534 5.7124 5.6654 5.6116 5.5498 5.4791 5.3979 5.3049

15   6.3277 6.3142 6.2988 6.2812 6.2609 6.2377 6.2110 6.1805 6.1455 6.1054

20   6.7807 6.7743 6.7670 6.7586 6.7490 6.7380 6.7254 6.7109 6.6943 6.6753

25   7.1520 7.1489 7.1453 7.1413 7.1366 7.1312 7.1250 7.1180 7.1098 7.1006

30   7.4627 7.4611 7.4592 7.4571 7.4547 7.4519 7.4488 7.4451 7.4409 7.4362

35   7.7130 7.7122 7.7113 7.7102 7.7090 7.7076 7.7060 7.7041 7.7020 7.6996

40   7.9132 7.9128 7.9123 7.9117 7.9111 7.9104 7.9096 7.9087 7.9076 7.9064

       11TH   12TH   13TH   14TN   15TH   16TH   17TH   18TH   19TH   20TH

15   6.0594 6.0066 5.9461 5.6768 5.7973

20   6.6535 6.6285 6.5998 6.5670 6.5293 6.4861 6.4366 6.3798 6.3147 6.2401

25   7.0899 7.0777 7.0637 7.0476 7.0292 7.0081 6.9839 6.9562 6.9244 6.8879

30   7.4307 7.4244 7.4172 7.4089 7.3994 7.3886 7.3761 7.3618 7.3454 7.3267

35   7.6969 7.6937 7.6901 7.6859 7.6811 7.6756 7.6694 7.6622 7.6539 7.6444

40   7.9050 7.9034 7.9015 7.8994 7.8970 7.8942 7.8910 7.8873 7.8831 7.8783

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   6.8461 6.7982 6.7432 6.6802 6.6080

30   7.3051 7.2805 7.2522 7.2197 7.1825 7.1399 7.0910 7.0349 6.9707 6.9002

35   7.6336 7.6211 7.6069 7.5905 7.5718 7.5503 7.5256 7.4974 7.4650 7.4278

40   7.8728 7.8665 7.8592 7.8509 7.8414 7.8305 7.8179 7.8036 7.7871 7.7682

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   7.3852 7.3364 7.2804 7.2162 7.1473

40   7.7466 7.7218 7.6933 7.6607 7.6233 7.5804 7.5313 7.4749 7.4103 7.3433

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/7/78-3/8/81

CONTRACT RATE  14.00%

SUBSIDY RATE    4.00%

PREMIUM RATE     .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   5.9704 5.9397 5.9043 5.8637 5.8169 5.7632 5.7015 5.6306 5.5490 5.4553

15   6.4978 6.4846 6.4695 6.4521 6.4321 6.4091 6.3827 6.3524 6.3175 6.2774

20   6.9608 6.9546 6.9475 6.9394 6.9300 6.9193 6.9069 6.8927 6.8764 6.8576

25   7.3421 7.3391 7.3357 7.3318 7.3273 7.3221 7.3161 7.3092 7.3014 7.2923

30   7.6527 7.6513 7.6496 7.6477 7.6454 7.6429 7.6400 7.6366 7.6327 7.6283

35   7.9130 7.9123 7.9114 7.9104 7.9093 7.9080 7.9065 7.9048 7.9028 7.9006

40   8.1232 8.1227 8.1222 8.1217 8.1210 8.1203 8.1194 8.1185 8.1173 8.1160

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   6.2313 6.1783 6.1174 6.0475 5.9670

20   6.8361 6.8113 6.7828 6.7501 6.7125 6.6692 6.6195 6.5624 6.496B 6.4213

25   7.2819 7.2699 7.2562 7.2404 7.2222 7.2014 7.1774 7.1498 7.1181 7.0817

30   7.6232 7.6173 7.6105 7.6028 7.5939 7.5836 7.5718 7.5583 7.5427 7.5248

35   7.8980 7.8950 7.8915 7.8876 7.8831 7.8778 7.8718 7.8649 7.8570 7.8479

40   8.1146 8.1128 8.1109 0.1086 8.1060 8.1031 8.0996 8.0957 8.0912 8.0860

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   7.0398 6.9917 6.9364 6.8728 6.7998

30   7.5043 7.4807 7.4535 7.4223 7.3864 7.3452 7.2978 7.2433 7.1807 7.1088

35   7.8375 7.8254 7.8116 7.7957 7.7774 7.7565 7.7323 7.7046 7.6727 7.6361

40   8.0800 8.0731 8.0652 8.0561 8.0457 8.0337 8.0199 8.0041 7.9858 7.9649

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   7.5940 7.5456 7.4900 7.4261 7.3544

40   7.9409 7.9132 7.8814 7.8449 7.8029 7.7547 7.6992 7.6355 7.5641 7.5400

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/7/78-3/8/81

CONTRACT RATE  14.25%

SUBSIDY RATE    4.00%

PREMIUM RATE     .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   6.1206 6.0903 6.0552 6.0149 5.9685 5.9149 5.8532 5.7822 5.7003 5.6059

15   6.6679 6.6550 6.6402 6.6231 6.6034 6.5806 6.5544 6.5243 6.4895 6.4495

20   7.1408 7.1349 7.1280 7.1201 7.1111 7.1006 7.0885 7.0746 7.0585 7.0401

25   7.5321 7.5293 7.5260 7.5223 7.5180 7.5130 7.5072 7.5006 7.4929 7.4841

30   7.8527 7.8514 7.8497 7.8479 7.8458 7.8433 7.8405 7.8372 7.8334 7.8291

35   8.1130 8.1124 8.1116 8.1107 8.1097 8.1085 8.1071 8.1055 8.1037 8.1016

40   8.3232 8.3228 8.3224 8.3219 8.3214 8.3208 8.3200 8.3192 8.3182 8.3171

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   6.4033 6.3502 6.2889 6.2183 6.1370

20   7.0188 6.9943 6.9660 6.9334 6.8959 6.8527 6.8029 6.7455 6.6794 6.6033

25   7.4740 7.4623 7.4488 7.4333 7.4154 7.3949 7.3711 7.3438 7.3123 7.2760

30   7.8241 7.8183 7.8117 7.8040 7.7952 7.7851 7.7734 7.7599 7.7444 7.7265

35   8.0991 8.0963 8.0931 8.0894 8.0851 8.0802 8.0745 8.0679 8.0604 8.0517

40   8.3158 8.3143 8.3126 8.3107 8.3094 8.3058 8.3028 8.2993 8.2963 8.2907

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   7.2342 7.1860 7.1305 7.0665 6.9928

30   7.7059 7.6821 7.6547 7.6232 7.5869 7.5450 7.4968 7.4412 7.3772 7.3037

35   8.0417 8.0302 8.0169 8.0016 7.9839 7.9636 7.9402 7.9132 7.8821 7.8462

40   8.2854 8.2793 8.2723 8.2642 8.2548 8.2441 8.2317 8.2174 8.2009 8.1819

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   7.8049 7.7574 7.7026 7.6394 7.5667

40   8.1601 8.1349 8.1059 8.0724 8.0339 7.9895 7.9384 7.8795 7.8116 7.7474

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/7/78-3/8/81

CONTRACT RATE  14.50%

SUBSIDY RATE    4.00%

PREMIUM RATE     .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   6.2708 6.2408 6.2062 6.1662 6.1200 6.0666 6.0050 5.9338 5.8516 5.7566

15   6.8381 6.8254 6.8109 6.7940 6.7746 6.7521 6.7262 6.6962 6.6616 6.6217

20   7.3209 7.3152 7.3086 7.3009 7.2921 7.2819 7.2701 7.2565 7.2407 7.2226

25   7.7322 7.7294 7.7262 7.7225 7.7182 7.7133 7.7076 7.7010 7.6934 7.6846

30   8.0528 8.0514 8.0499 8.0481 8.0461 8.0437 8.0410 8.0378 8.0341 8.0299

35   8.3230 8.3224 8.3215 8.3206 8.3196 8.3183 8.3169 8.3152 8.3133 8.3111

40   8.5332 8.5328 8.5324 8:5319 8.5313 8.5306 8.5299 8.5290 8.5280 8.5268

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TH   19TH   20TH

15   6.5755 6.5222 6.4606 6.3895 6.3073

20   7.2016 7.1774 7.1494 7.1170 7.0797 7.0365 6.9867 6.9292 6.8627 6.7859

25   7.6744 7.6627 7.6492 7.6335 7.6155 7.5946 7.5705 7.5427 7.5105 7.4734

30   8.0250 8.0194 8.0129 8.0054 7.9967 7.9866 7.9750 7.9617 7.9462 7.9283

35   8.3086 8.3057 8.3023 8.2984 8.2939 8.2887 8.2926 8.2757 8.2676 8.2583

40   8.5254 8.5238 8.5220 8.5199 8.5175 8.5147 8.5114 8.5077 8.5033 8.4983

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   7.4305 7.3809 7.3237 7.2576 7.1818

30   7.9077 7.8839 7.8564 7.8246 7.7879 7.7455 7.6965 7.6400 7.5746 7.5000

35   8.2476 8.2352 8.2209 8.2044 8.1853 8.1633 8.1378 8.1084 8.0744 8.0352

40   8.4926 8.4859 8.4782 8.4693 8.4590 8.4471 8.4334 8.4176 8.3993 8.3782

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   7.9898 7.9375 7.8770 7.8072 7.7450

40   8.3538 8.3256 8.2930 8.2554 8.2120 8.1618 8.1038 8.0369 7.9657 7.9500

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/7/78-3/8/81

CONTRACT RATE  15.50%

SUBSIDY RATE    4.00%

PREMIUM RATE     .70%

                                    AMORTIZATION YEAR

MORTGAGE                               FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   6.8915 6.8630 6.8297 6.7908 6.7455 6.6927 6.6310 6.5591 6.4753 6.3774

15   7.5186 7.5071 7.4937 7.4780 7.4598 7.4385 7.4136 7.3847 7.3509 7.3115

20   8.0612 8.0562 8.0503 8.0435 8.0355 8.0262 8.0153 8.0026 7.9878 7.9706

25   8.5024 8.5001 8.4974 8.4943 8.4907 8.4864 8.4815 8.4757 8.4690 8.4612

30   8.8529 8.8518 8.8506 8.8491 8.8474 8.8454 8.8431 8.8403 8.8372 8.8335

35   9.1331 9.1326 9.1320 9.1313 9.1305 9.1296 9.1285 9.1272 9.1257 9.1239

40   9.3532 9.3530 9.3526 9.3523 9.3518 9.3513 9.3508 9.3501 9.3493 9.3484

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TN   19TN   20TH

15   7.2655 7.2119 7.1493 7.0763 6.9912

20   7.9504 7.9269 7.8995 7.8676 7.8303 7.7868 7.7361 7.6769 7.6079 7.5274

25   8.4520 8.4413 8.4289 8.4144 8.3974 8.3776 8.3546 8.3277 8.2963 8.2597

30   8.8292 8.8242 8.8183 8.811S 8.8035 8.7942 8.7833 8.7707 8.7559 8.7387

35   9.1219 9.1195 9.1167 9.1134 9.1097 9.1052 9.1001 9.0941 9.0871 9.0789

40   9.3473 9.3460 9.3446 9.3429 9.3409 9.3385 9.3358 9.3327 9.3290 9.3247

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   8.2170 8.1672 8.1091 8.0414 7.9623

30   8.7186 8.6952 8.6678 8.6359 8.5987 8.5553 8.5047 8.4457 8.3768 8.2982

35   9.0693 9.0582 9.0452 9.0301 9.0124 8.9918 8.9677 8.9397 8.9070 8.8689

40   9.3196 9.3138 9.3070 9.2990 9.2897 9.2708 9.2662 9.2514 9.2342 9.2141

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   8.8243 8.7724 8.7118 8.6411 8.5659

40   9.1907 9.1633 9.1315 9.0943 9.0509 9.0003 8.9412 8.8724 8.7948 8.7700

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/9/81-PRESENT

CONTRACT RATE  13.75%

SUBSIDY RATE    4.75%

PREMIUM RATE     .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   5.4603 5.4291 5.3934 5.3524 5.3054 5.2516 5.1898 5.1191 5.0379 4.9449

15   5.9477 5.9342 5.9188 5.9012 5.8809 5.8577 5.8310 5.8005 5.7655 5.7254

20   6.3707 6.3643 6.3570 6.3486 6.3390 6.3280 6.3154 6.3009 6.2843 6.2653

25   6.7220 6.7189 6.7153 6.7113 6.7066 6.7012 6.6950 6.6880 6.6798 6.6706

30   7.0227 7.0211 7.0192 7.0171 7.0147 7.0119 7.0088 7.0051 7.0009 6.9962

35   7.2530 7.2522 7.2513 7.2502 7.2490 7.2476 7.2460 7.2441 7.2420 7.2396

40   7.4332 1.4328 7.4323 7.4317 7.4311 7.4304 7.4296 7.4287 7.4276 7.4264

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TN   19TN   20TH

15   5.6794 5.6266 5.5661 5.4968 5.4173

20   6.2435 6.2185 6.1898 6.1570 6.1193 6.0761 6.0266 5.9698 5.9047 5.8301

25   6.6599 6.6477 6.6337 6.6176 6.5992 6.5761 6.5539 6.5262 6.4944 6.4579

30   6.9907 6.9844 6.9772 6.9689 6.9594 6.9486 6.9361 6.9218 6.9054 6.8967

35   7.2369 7.2337 7.2301 7.2259 7.2211 7.2156 7.2094 7.2022 7.1939 7.1844

40   7.4250 7.4234 7.4215 7.4194 7.4170 7.4142 7.4110 7.4073 7.4031 7.3903

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   6.4161 6.3682 6.3132 6.2502 6.1780

30   6.8651 6.8405 6.8122 6.7797 6.7425 6.6999 6.6510 6.5949 6.5307 6.4602

35   7.1736 7.1611 7.1469 7.1305 7.1118 7.0903 7.0656 7.0374 7.0050 6.9678

40   7.3928 7.3865 7.3792 7.3709 7.3614 7.3505 7.3379 7.3236 7.3071 7.2882

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   6.9252 6.8764 6.8204 6.7562 6.6873

40   7.2666 7.2418 7.2133 7.1807 7.1433 7.1004 7.0513 6.9949 6.9303 6.8633

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/9/81-PRESENT

CONTRACT RATE  14.00%

SUBSIDY RATE    4.75%

PREMIUM RATE     .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   5.6104 5.5797 5.5443 5.5037 5.4569 5.4032 5.3415 5.2706 5.1890 5.0953

15   6.1178 6.1046 6.0895 6.0721 6.0521 6.0291 6.0027 5.9724 5.9375 5.8974

20   6.5508 6.5446 6.5375 6.5294 6.5200 6.5093 6.4969 6.4827 6.4664 6.4476

25   6.9121 6.9091 6.9057 6.9018 6.8973 6.8921 6.8861 6.8792 6.8714 6.8623

30   7.2127 7.2113 7.2096 7.2077 7.2054 7.2029 7.2000 7.1966 7.1927 7.1883

35   7.4530 7.4523 7.4514 7.4504 7.4493 7.4480 7.4465 7.4448 7.4428 7.4406

40   7.6432 7.6427 7.6422 7.6417 7.6410 7.6403 7.6394 7.6385 7.6373 7.6360

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TN   19TN   20TH

15   5.8513 5.7983 5.7374 5.6675 5.5870

20   6.4261 6.4013 6.3728 6.3401 6.3025 6.2592 6.2095 6.1524 6.0868 6.0113

25   6.8519 6.6399 6.8262 6.8104 6.7922 6.7714 6.7474 6.7198 6.6881 6.6517

30   7.1832 7.1773 7.1705 7.1628 7.1539 7.1436 7.1318 7.1183 7.1027 7.0848

35   7.4380 7.4350 7.4315 7.4276 7.4231 7.4178 7.4118 7.4049 7.3970 7.3879

40   7.6346 7.6328 7.6309 7.6286 7.6260 7.6231 7.6196 7.6157 7.6112 7.6060

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   6.6098 6.5617 6.5064 6.4428 6.3698

30   7.0643 7.0407 7.0135 6.9023 6.9464 6.9052 6.8578 6.8033 6.7407 6.6688

35   7.3775 7.3654 7.3516 7.3357 7.3174 1.2965 7.2723 7.2446 7.2127 7.1761

40   7.6000 7.5931 7.5852 7.5761 7.5657 7.5537 7.5399 7.5241 7.5058 7.4849

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   7.1340 7.0856 7.0300 6.9661 6.8944

40   7.4609 7.4332 7.4014 7.3649 7.3229 7.2747 7.2192 7.1555 7.0841 7.0600

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

                                2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/9/81-PRESENT

CONTRACT RATE  14.50%

SUBSIDY RATE    5.50%

PREMIUM RATE     .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   5.5408 5.5108 5.4762 5.4362 5.3900 5.3366 5.2750 5.2038 5.1216 5.0266

15   6.0581 6.0454 6.0309 6.0140 5.9946 5.9721 5.9462 5.9162 5.8816 5.8417

20   6.5009 6.4952 6.4886 6.4809 6.4721 6.4619 6.4501 6.4365 6.4207 6.4026

25   6.8622 6.8594 6.8562 6.8525 6.8482 6.8433 6.8376 6.8310 6.0234 6.8146

30   7.1528 7.1514 7.1499 7.1481 7.1461 7.1437 7.1410 7.1378 7.1341 7.1299

35   7.3730 7.3724 7.3715 7.3706 7.3696 7.3683 7.3669 7.3652 7.3633 7.3611

40   7.5532 7.5528 7.5524 7.5519 7.5513 7.5506 7.5499 7.5490 7.5480 7.5468

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TN   19TN   20TH

15   5.7955 5.7422 5.6806 5.6095 5.5273

20   6.3816 6.3574 6.3294 6.2970 6.2597 6.2165 6.1667 6.1092 6.0427 5.9659

25   6.8044 6.7927 6.7792 6.7635 6.7455 6.7246 6.7005 6.6727 6.6405 6.6034

30   7.1250 7.1194 7.1129 7.1054 7.0967 7.0866 7.0750 7.0617 7.0462 7.0283

35   7.3586 7.3557 7.3523 7.3484 7.3439 7.3387 7.3326 7.3257 7.3176 7.3083

40   7.5454 7.5438 7.5420 7.5399 7.5375 7.5347 7.5314 7.5277 7.5233 7.5183

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   6.5605 6.5109 6.4537 6.3876 6.3118

30   7.0077 6.9839 6.9564 6.9246 6.8879 6.8455 6.7965 6.7400 6.6746 6.6000

35   7.2976 7.2852 7.2709 7.2544 7.2353 7.2133 7.1878 7.1584 7.1244 7.0852

40   7.5126 7.5059 7.4982 7.4893 7.4790 7.4671 7.4534 7.4376 7.4193 7.3982

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   7.0398 6.9875 6.9270 6.8572 6.7950

40   7.3738 7.3456 7.3130 7.2754 7.2320 7.1818 7.1238 7.0569 6.9857 6.9700

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/9/81-PRESENT

CONTRACT RATE  15.00%

SUBSIDY RATE    6.00%

PREMIUM RATE     .70%

                                    AMORTIZATION YEAR

MORTGAGE                               FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   5.6012 5.5719 5.5379 5.4985 5.4527 5.3996 5.3379 5.2664 5.1833 5.0868

15   6.1383 6.1263 6.1123 6.0960 6.0771 6.0553 6.0298 6.0003 5.9661 5.9264

20   6.5811 6.5757 6.5695 6.5622 6.5538 6.5440 6.5326 6.5195 6.5042 6.4864

25   6.9423 6.9398 6.9369 6.9336 6.9297 6.9251 6.9199 6.9138 6.9067 6.8985

30   7.2328 7.2316 7.2302 7.2286 7.2267 7.2245 7.2220 7.2190 7.2156 7.2116

35   7.4431 7.4425 7.4419 7.4411 7.4402 7.4392 7.4380 7.4367 7.4351 7.4332

40   7.6132 7.6129 7.6125 7.6121 7.6116 7.6110 7.6103 7.6095 7.6086 7.6075

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TN   19TN   20TH

15   5.8802 5.8267 5.7645 5.6924 5.6086

20   6.4658 6.4419 6.4141 6.3819 6.3445 6.3011 6.2507 6.1922 6.1243 6.0455

25   6.8890 6.8779 6.8650 6.8501 6.8328 6.8127 6.7894 6.7624 6.7309 6.6945

30   7.2070 7.2017 7.1955 7.1882 7.1799 7.1701 7.1589 7.1458 7.1306 7.1129

35   7.4311 7.4286 7.4257 7.4223 7.4184 7.4138 7.4086 7.4025 7.3954 7.3871

40   7.6063 7.6049 7.6032 7.6013 7.5991 7.5965 7.5935 7.5900 7.5859 7.5812

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   6.6521 6.6030 6.5460 6.4798 6.4029

30   7.0924 7.0687 7.0411 7.0090 6.9718 6.9287 6.8786 6.8204 6.7529 6.6764

35   7.3776 7.3665 7.3536 7.3387 7.3213 7.3012 7.2778 7.2506 7.2191 7.1826

40   7.5758 7.5694 7.5621 7.5535 7.5436 7.5321 7.5187 7.5032 7.4852 7.4643

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   7.1401 7.0909 7.0337 6.9673 6.8911

40   7.4401 7.4119 7.3792 7.3413 7.2973 7.2462 7.1869 7.1180 7.0452 7.0300

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/9/81-PRESENT

CONTRACT RATE  15.50%

SUBSIDY RATE    6.75%

PREMIUM RATE     .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   5.5315 5.5030 5.4697 5.4308 5.3855 5.3327 5.2710 5.1991 5.1153 5.0174

15   6.0686 6.0571 6.0437 6.0280 6.0098 5.9885 5.9636 5.9347 5.9009 5.8615

20   6.5112 6.5062 6.5003 6.4935 6.4855 6.4762 6.4653 6.4526 6.4378 6.4206

25   6.8724 6.8701 6.8674 6.8643 6.8607 6.8564 6.8515 6.8457 6.8390 6.8312

30   7.1429 7.1418 7.1406 7.1391 7.1374 7.1354 7.1331 7.1303 7.1272 7.1235

35   7.3431 7.3426 7.3420 7.3413 7.3405 7.3396 7.3385 7.3372 7.3357 7.3339

40   7.4932 7.4930 7.4926 7.4923 7.4918 7.4913 7.4908 7.4901 7.4893 7.4884

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TN   19TN   20TH

15   5.8155 5.7619 5.6993 5.6263 5.5412

20   6.4004 6.3769 6.3495 6.3176 6.2803 6.2368 6.1861 6.1269 6.0579 5.9774

25   6.8220 6.8113 6.7989 6.7844 6.7674 6.7476 6.7246 6.6977 6.6663 6.6297

30   7.1192 7.1142 7.1083 7.1015 7.0935 7.0842 7.0733 7.0607 7.0459 7.0287

35   7.3319 7.3295 7.3267 7.3234 7.3197 7.3152 7.3101 7.3041 7.2971 7.2889

40   7.4873 7.4860 7.4846 7.4829 7.4809 7.4785 7.4758 7.4727 7.4690 7.4647

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   6.5870 6.5372 6.4791 6.4114 6.3323

30   7.0086 6.9852 6.9578 6.9259 6.8887 6.8453 6.7947 6.7357 6.6668 6.5882

35   7.2793 7.2682 7.2552 7.2401 7.2224 7.2018 7.1777 7.1497 7.1170 7.0788

40   7.4596 7.4538 7.4470 7.4390 7.4297 7.4188 7.4062 7.3914 7.3742 7.3541

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   7.0343 6.9824 6.9218 6.8511 6.7759

40   7.3307 7.3033 7.2715 7.2343 7.1909 7.1403 7.0812 7.0124 6.9348 6.9100

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLES TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/9/81-PRESENT

CONTRACT RATE  16.50%

SUBSIDY RATE    8.00%

PREMIUM RATE     .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   5.5022 5.4751 5.4432 5.4057 5.3614 5.3093 5.2479 5.1755 5.0903 4.9898

15   6.0590 6.0485 6.0361 6.0215 6.0043 5.9840 5.9602 5.9321 5.8989 5.8599

20   6.5015 6.4971 6.4919 6.4858 6.4786 6.4701 6.4602 6.4484 6.4345 6.4182

25   6.8525 6.8506 6.8483 6.8455 6.8424 6.8386 6.8341 6.8289 6.8227 6.8155

30   7.1030 7.1021 7.1010 7.0998 7.0983 7.0966 7.0945 7.0921 7.0893 7.0860

35   7.2732 7.2728 7.2723 7.2717 7.2710 7.2703 7.2693 7.2682 7.2670 7.2654

40   7.3933 7.3931 7.3929 7.3927 7.3924 7.3921 7.3917 7.3913 7.3908 7.3902

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TN   19TN   20TH

15   5.8140 5.7598 5.6960 5.4209 5.5323

20   6.3989 6.3763 6.3496 6.3181 6.2811 6.2374 6.1860 6.1254 6.0540 5.9699

25   6.8069 6.7969 6.7850 6.7710 6.7545 6.7351 6.7123 6.6853 6.6536 6.6162

30   7.0821 7.0775 7.0720 7.0656 7.0581 7.0492 7.0387 7.0263 7.0118 6.9947

35   7.2637 7.2616 7.2591 7.2562 7.2528 7.2487 7.2439 7.2383 7.2317 7.2239

40   7.3895 7.3886 7.3876 7.3865 7.3851 7.3835 7.3816 7.3793 7.3767 7.3736

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   6.5722 6.5203 6.4592 6.3873 6.3035

30   6.9745 6.9507 6.9227 6.8897 6.8508 6.8051 6.7511 6.6876 6.6127 6.5343

35   7.2148 7.2040 7.1912 7.1762 7.1586 7.1378 7.1132 7.0843 7.0503 7.0102

40   7.3699 7.3656 7.3605 7.3545 7.3474 7.3391 7.3293 7.3177 7.3041 7.2881

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   6.9630 6.9074 6.8418 6.7646 6.6954

40   7.2692 7.2469 7.2207 7.1898 7.1534 7.1106 7.0601 7.0006 6.9305 6.8483

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPROXIMATE CLOSING DATES:  3/9/81-PRESENT

CONTRACT RATE  17.50%

SUBSIDY RATE    8.00%

PREMIUM RATE     .70%

                                   AMORTIZATION YEAR

MORTGAGE                              FORMULA TWO

 TERM

(YEARS)

        1ST    2ND    3RD    4TH    5TH    6TH    7TH    8TH    9TH   10TH

10   6.1328 6.1072 6.0767 6.0404 5.9972 5.9458 5.8847 5.8119 5.7254 5.6224

15   6.7694 6.7598 6.7484 6.7348 6.7186 6.6994 6.6765 6.6493 6.6169 6.5783

20   7.2618 7.2579 7.2534 7.2479 7.2414 7.2338 7.2246 7.2137 7.2008 7.1853

25   7.6427 7.6411 7.6391 7.6368 7.6341 7.6309 7.6270 7.6224 7.6170 7.6105

30   7.9130 7.9123 7.9115 7.9105 7.9093 7.9078 7.9061 7.9041 7.9017 7.8988

35   8.0932 8.0929 8.0925 8.0921 8.0916 8.0910 8.0903 8.0894 8.0884 8.0872

40   8.2233 8.2231 8.2230 8.2228 8.2226 8.2223 8.2220 8.2216 8.2211 8.2205

       11TH   12TH   13TH   14TH   15TH   16TH   17TH   18TN   19TN   20TH

15   6.5325 6.4779 6.4130 6.3358 6.2439

20   7.1670 7.1452 7.1192 7.0883 7.0516 7.0079 6.9558 6.8940 6.8203 6.7327

25   7.6027 7.5935 7.5826 7.5696 7.5541 7.5357 7.5137 7.4877 7.4566 7.4197

30   7.8954 7.8914 7.8866 7.8808 7.8740 7.8659 7.8562 7.8447 7.8311 7.8148

35   8.0858 8.0840 8.0820 8.0796 8.0767 8.0733 8.0692 8.0643 8.0585 8.0516

40   8.2199 8.2191 8.2182 8.2171 8.2158 8.2142 8.2124 8.2101 8.2075 8.2044

       21ST   22ND   23RD   24TH   25TH   26TH   27TH   28TH   29TH   30TH

25   7.3758 7.3235 7.2614 7.1874 7.0999

30   7.7954 7.7724 7.7450 7.7124 7.6736 7.6275 7.5726 7.5073 7.4296 7.3465

35   8.0435 8.0337 8.0221 8.0083 7.9919 7.9724 7.9492 7.9215 7.8887 7.8496

40   8.2007 8.1962 8.1910 8.1847 8.1772 8.1684 8.1578 8.1452 8.1303 8.1125

       31ST   32ND   33RD   34TH   35TH   36TH   37TH   38TH   39TH   40TH

35   7.8030 7.7477 7.6818 7.6034 7.5226

40   8.0914 8.0662 8.0363 8.0007 7.9583 7.9079 7.8479 7.7765 7.6916 7.6400

                *NOTE:THE FACTORS IN THE 1ST COLUMN ON EACH PAGE OF

THESE FACTOR TABLES ARE ORIGINATION FACTORS --

NOT AMORTIZATION FACTORS.  FOR EXAMPLE:  TO COMPUTE

THE FORMULA TWO ASSISTANCE FOR THE 1ST ANNIVERSARY

OF A MORTGAGE, SELECT THE CORRECT FACTOR FROM THE

2ND COLUMN OF FACTORS.

APPENDIX 53  APPLICATION FOR HOMEOWNERSHIP ASSISTANCE (link to: 43301x53.pdf)
        UNDER SECTION 235 OF THE NATIONAL HOUSING ACT

APPENDIX 54  DEED OF TRUST (link to: 43301x54.pdf)
APPENDIX 55 DEED OF TRUST Addendum

The rights and obligations of the parties to the attached Deed of Trust are

expressly made subject to this Addendum.  If there is any conflict between

the provisions of this Addendum and the provisions of the Deed of Trust,

the provisions of this Addendum shall control.

1.The debt secured by this instrument shall include not only the Note

recited above but also any assistance paid by the Secretary in

accordance with Section 235 of the National Housing Act on behalf of

any party to the deed of trust (including any party who takes

        title to the property subject to the said Deed of Trust or

     assumes said Deed of Trust) identified as FHA Case No. _____________

     (Insured Deed of Trust).

2.The debt will be due and payable when the first of the following

occurs:

        (a)Title to the Property is conveyed to a party who is not eligible

for Section 235 mortgage assistance payments, or

        (b)The property covered by the Insured Deed of Trust is rented for a

period longer than one year.

3.If the amount owed under the Note recited above becomes due and

payable pursuant to the terms thereof and Paragraph 2 hereof, and is

unpaid, the Borrower will pay interest on the amount owed at the rate

of ______ percent (___%) until fully paid.  If the Insured Deed of

Trust is not paid in full when payment is due under the Note recited

above and Paragraph 2 hereof, the Secretary may defer payment until

the Insured Deed of Trust is paid in full.  If payment is deferred,

the debt will bear interest on the amount owed at the same rate as

stated above for the period of deferment.

In witness whereof, Borrower has executed this Addendum to the Deed of

Trust/Mortgage (reprint to reflect applicable security instrument).

                                                                        _________________________

                                                                        Borrower

                                                                        _________________________

                                                                        Borrower

 ________________________

Date

APPENDIX 56 NOTE

For value received, the undersigned (borrower) promises to pay to the

Secretary of Housing and Urban Development (Secretary) at the Office

of the Secretary in Washington, D.C. the principal sum of

__________________________________________________________ dollars

($__________________), but not to exceed the amount computed under Item 1

below.

1.The amount owed under this Note is the lesser of the following:

        (a)The amount of mortgage assistance payments (assistance) paid by

the Secretary in accordance with Section 235 of the National

Housing Act on behalf of the borrower or the homeowner under a

note and second mortgage or second deed of trust dated

________________________ and bearing FHA Case

No.____________________________ (insured second mortgage or

second deed of trust).

        (b)Fifty percent of the net appreciation of the property covered by

the insured mortgage or deed of trust (property).  The net

appreciation will be computed in accordance with regulations

prescribed by the Secretary in 24 CFR 235.12.

2.The amount owed under this Note will be payable when the first of the

following occurs:

        (a)Title to the property is conveyed to a party who is not eligible

for Section 235 mortgage assistance payments, or

        (b)The property is rented for a period longer than one year.

3.Once the amount owed under this Note becomes due and payable pursuant

to Item 2 above, and is unpaid, the borrower will

     pay interest on the amount owed at the rate of ______________

_________________ percent (_________ %) until fully paid.  If the

amount owed under this Note is due and payable and the insured

mortgage or deed of trust has not been paid in full,

the Secretary may defer the payment of the amount owed under this Note

until the insured mortgage or deed of trust is paid in full.  If

payment is deferred, the borrower will pay interest on the amount owed

at the same rate as stated above for the period of deferment.

4.If more than one person signs this note, each signer is responsible

for paying the amount due, and the Secretary may enforce his/her

rights against each person individually or against the mortgagors as a

group.

5.Protest and Notice are waived.

6.This Note is secured by a mortgage or deed of trust dated

     ___________________________ and executed by ____________________

     ___________________________ and ________________________________

in connection with certain property described therein.  Any assistance

paid by the Secretary on behalf of any homeowner other than the

borrower, under the insured mortgage or deed of trust shall be

included in the amount computed under paragraph 1(a) for the purpose

of taking action against the property, not for taking action against

the undersigned personally.

                                               ______________________________

                                                                Borrower

                                               ______________________________

                                                                Borrower

     _______________________

     Date

APPENDIX 57 MODEL MORTGAGE FORM

                       (HOME EQUITY CONVERSION)

                     [See Instructions Attached]

FHA Case No.

_______________[Space Above This Line For Recording Data]__________________

                                                MORTGAGE

     THIS MORTGAGE ("Security Instrument") is given on

            , 19   .  The Mortgagor is                                                  whose

address is                         ("Borrower").  This Security Instrument

is given to               , which is organized and existing under

and existing under the laws of                                  , and whose

address is                        ("Lender").  Borrower has agreed to repay

to Lender amounts which Lender is obligated to advance, including future

advances, under the terms of a Home Equity Conversion Loan Agreement dated

the same date as this Security Instrument ("Loan Agreement").  The

agreement to repay is evidenced by Borrower's Note dated the same date as

this Security Instrument ("Note").  This Security Instrument secures to

Lender:  (a) the repayment of the debt evidenced by the Note, with

interest, and all renewals, extensions and modifications of the Note, up to

a maximum principal amount of (U.S. $             ); (b) the payment of all

other sums, with interest, advanced under paragraph 5 to protect the

security of this Security Instrument or otherwise due under the terms of

this Security Instrument; and (c) the performance of Borrower's covenants

and agreements under this Security Instrument and the Note.  For this

purpose, Borrower does hereby mortgage, warrant, grant and convey to

Lender, the following described property located in             County,

Michigan:

which has the address of

                                                [Street]                                        [City]

                                                                ("Property Address")

                 [State]      [zip Code]

        TOGETHER WITH all the improvements now or hereafter erected on the

property, and all easements, rights, appurtenances, and fixtures now or

hereafter a part of the property.  All replacements and additions shall

also be covered by this Security Instrument.  All of the foregoing is

referred to in this Security Instrument as the "Property."

        BORROWER COVENANTS that Borrower is lawfully seised of the estate

hereby conveyed and has the right to mortgage, grant and convey the

Property and that the Property is unencumbered.  Borrower warrants and will

defend generally the title to the Property against all claims and demands,

subject to any encumbrances of record.

                         MODEL MORTGAGE FORM

                       (HOME EQUITY CONVERSION)

                     [See Instructions Attached]

FHA Case No.

_______________[Space Above This Line For Recording Data]__________________

MORTGAGE

     THIS MORTGAGE ("Security Instrument") is given on

         19  .  The Mortgagor is                                                                whose

address is        ("Borrower").  This Security Instrument

is given to                                                 , which is

organized and existing under and existing under the laws of

                   , and whose address is                      ("Lender").

Borrower has agreed to repay to Lender amounts which Lender is obligated to

advance, including future advances, under the terms of a Home Equity

Conversion Loan Agreement dated the same date as this Security Instrument

("Loan Agreement").  The agreement to repay is evidenced by Borrower's Note

dated the same date as this Security Instrument ("Note").  This Security

Instrument secures to Lender:  (a) the repayment of the debt evidenced by

the Note, with interest, and all renewals, extensions and modifications of

the Note, up to a maximum principal amount of (U.S. $            ); (b) the

payment of all other sums, with interest, advanced under paragraph 5 to

protect the security of this Security Instrument or otherwise due under the

terms of this Security Instrument; and (c) the performance of Borrower's

covenants and agreements under this Security Instrument and the Note.  For

this purpose, Borrower does hereby mortgage, warrant, grant and convey to

Lender, the following described property located in               County,

Michigan:

which has the address of

                                                [Street]                                        [City]

                                                                ("Property Address")

                 [State]      [zip Code]

        TOGETHER WITH all the improvements now or hereafter erected on the

property, and all easements, rights, appurtenances, and fixtures now of

hereafter a part of the property.  All replacements and additions shall

also be covered by this Security Instrument.  All of the foregoing is

referred to in this Security Instrument as the "Property."

        BORROWER COVENANTS that Borrower is lawfully seised of the estate

hereby conveyed and has the right to mortgage, grant and convey the

Property and that the Property is unencumbered.  Borrower warrants and will

defend generally the title to the Property against all claims and demands,

subject to any encumbrances of record.

        THIS SECURITY INSTRUMENT combines uniform covenants for national use

and non-uniform covenants with limited variations by jurisdiction to

constitute a uniform security instrument covering real property.

     UNIFORM COVENANTS.  Borrower and Lender covenant and agree as follows:

        1.  Payment of Principal and Interest.  Borrower shall pay when due

the principal of, and interest on, the debt evidenced by the Note.

        2.  Payment of Property Charges.  Borrower shall pay all property

charges consisting of taxes, ground rents, flood and hazard insurance

premiums, and special assessments in a timely manner, and shall provide

evidence of payment to Lender, unless Lender pays property charges by

withholding funds from monthly payments due to the Borrower or by charging

such payments to a line of credit as provided for in the Loan Agreement.

        3.  Fire, Flood and Other Hazard Insurance.  Borrower shall insure all

improvements on the Property, whether now in existence or subsequently

erected, against any hazards, casualties, and contingencies, including

fire.  This insurance shall be maintained in the amounts, to the extent and

for the periods required by Lender and the Secretary of Housing and Urban

Development ("Secretary").  Borrower shall also insure all improvements on

the Property, whether now in existence or subsequently erected, against

loss by floods to the extent required by the Secretary.  All insurance

shall be carried with companies approved by Lender.  The insurance policies

and any renewals shall be held by Lender and shall include loss payable

clauses in favor of, and in a form acceptable to, Lender.

        In the event of loss, Borrower shall give Lender immediate notice by

mail.  Lender may make proof of loss if not made promptly by Borrower.

Each insurance company concerned is hereby authorized and directed to make

payment for such loss to Borrower and to Lender jointly.  Insurance

proceeds shall be applied to restoration or repair of the damaged Property,

if the restoration or repair is economically feasible and Lender's security

is not lessened.  If the restoration or repair is not economically feasible

or Lender's security would be lessened, the insurance proceeds shall be

applied first to the reduction of any indebtedness under a Second Note and

Second Security Instrument held by the Secretary on the Property and then

to the reduction of the indebtedness under the Note and this Security

Instrument.  Any excess insurance proceeds over an amount required to pay

all outstanding indebtedness under the Note and this Security Instrument

shall be paid to the entity legally entitled thereto.

        In the event of foreclosure of this Security Instrument or other

transfer of title to the Property that extinguishes the indebtedness, all

right, title and interest of Borrower in and to insurance policies in force

shall pass to the purchaser.

        4.  Occupancy, Preservation, Maintenance and Protection of the

Property; Borrower's Loan Application; Leaseholds.  Borrower shall occupy,

establish, and use the Property as Borrower's principal residence after the

execution of this Security Instrument and shall continue to occupy the

Property as Borrower's Principal Residence for the term of the mortgage.

        Borrower shall not commit waste or destroy, damage or substantially

change the Property or allow the Property to deteriorate, reasonable wear

and tear excepted.  Lender may inspect the Property if the Property is

vacant or abandoned or the loan is in default.  Lender may take reasonable

action to protect and preserve such vacant or abandoned Property.  Borrower

shall also be in default if Borrower, during the loan application process,

gave materially false or inaccurate information or statements to Lender (or

failed to provide Lender with any material information) in connection with

the loan evidenced by the Note,

        THIS SECURITY INSTRUMENT combines uniform covenants for national use

and non-uniform covenants with limited variations by jurisdiction to

constitute a uniform security instrument covering real property.

     UNIFORM COVENANTS.  Borrower and Lender covenant and agree as follows:

        1.  Payment of Principal and Interest.  Borrower shall pay when due

the principal of, and interest on, the debt evidenced by the Note.

        2.  Payment of Property Charges.  Borrower shall pay all property

charges consisting of taxes, ground rents, flood and hazard insurance

premiums, and special assessments in a timely manner, and shall provide

evidence of payment to Lender, unless Lender pays property charges by

withholding funds from monthly payments due to the Borrower or by charging

such payments to a line of credit as provided for in the Loan Agreement.

        3.  Fire, Flood and Other Hazard Insurance.  Borrower shall insure all

improvements on the Property, whether now in existence or subsequently

erected, against any hazards, casualties, and contingencies, including

fire.  This insurance shall be maintained in the amounts, to the extent and

for the periods required by Lender and the Secretary of Housing and Urban

Development ("Secretary").  Borrower shall also insure all improvements on

the Property, whether now in existence or subsequently erected, against

loss by floods to the extent required by the Secretary.  All insurance

shall be carried with companies approved by Lender.  The insurance policies

and any renewals shall be held by Lender and shall include loss payable

clauses in favor of, and in a form acceptable to, Lender.

        In the event of loss, Borrower shall give Lender immediate notice by

mail.  Lender may make proof of loss if not made promptly by Borrower.

Each insurance company concerned is hereby authorized and directed to make

payment for such loss to Borrower and to Lender jointly.  Insurance

proceeds shall be applied to restoration or repair of the damaged Property,

if the restoration or repair is economically feasible and Lender's security

is not lessened.  If the restoration or repair is not economically feasible

or Lender's security would be lessened, the insurance proceeds shall be

applied first to the reduction of any indebtedness under a Second Note and

Second Security Instrument held by the Secretary on the Property and then

to the reduction of the indebtedness under the Note and this Security

Instrument.  Any excess insurance proceeds over an amount required to pay

all outstanding indebtedness under the Note and this Security Instrument

shall be paid to the entity legally entitled thereto.

        In the event of foreclosure of this Security Instrument or other

transfer of title to the Property that extinguishes the indebtedness, all

right, title and interest of Borrower in and to insurance policies in force

shall pass to the purchaser.

        4.  Occupancy, Preservation, Maintenance and Protection of the

Property; Borrower's Loan Application; Leaseholds.  Borrower shall occupy,

establish, and use the Property as Borrower's principal residence after the

execution of this Security Instrument and shall continue to occupy the

Property as Borrower's Principal Residence for the term of the mortgage.

        Borrower shall not commit waste or destroy, damage or substantially

change the Property or allow the Property to deteriorate, reasonable wear

and tear excepted.  Lender may inspect the Property If the Property is

vacant or abandoned or the loan is in default.  Lender may take reasonable

action to protect and preserve such vacant or abandoned Property.  Borrower

shall also be in default if Borrower, during the loan application process,

gave materially false or inaccurate information or statements to Lender (or

failed to provide Lender with any material information) in connection with

the loan evidenced by the Note,

including, but not limited to, representations concerning Borrower's

occupancy of the Property as a Principal Residence.  If this Security

Instrument is on a leasehold, Borrower shall comply with the provisions of

the lease.  If Borrower acquires fee title to the Property, the leasehold

and fee title shall not be merged unless Lender agrees to the merger in

writing.

        5.  Charges to Borrower and Protection of Lender's Rights in the

Property.  Borrower shall pay all governmental or municipal charges, fines

and impositions that are not included in Paragraph 2.  Borrower shall pay

these obligations on time directly to the entity which is owed the payment.

If failure to pay would adversely affect Lender's interest in the Property,

upon Lender's request Borrower shall promptly furnish to Lender receipts

evidencing these payments.  Borrower shall promptly discharge any lien

which has priority over this Security Instrument in the manner provided in

paragraph 12(c).

        If Borrower fails to make these payments or the property charges

required by Paragraph 2, or fails to perform any other covenants and

agreements contained in this Security Instrument, or there is a legal

proceeding that may significantly affect Lender's rights in the Property

(such as a proceeding in bankruptcy, for condemnation or to enforce laws or

regulations), then Lender may do and pay whatever is necessary to protect

the value of the Property and Lender's rights in the Property, including

payment of taxes, hazard insurance and other items mentioned in Paragraph

2.

        To protect Lender's security in the Property, Lender shall advance and

charge to Borrower all amounts due to the Secretary for the Mortgage

Insurance Premium as defined in the Loan Agreement as well as all sums due

to the loan servicer for servicing activities as defined in the Loan

Agreement Any amounts disbursed by Lender under this Paragraph shall become

an additional debt of Borrower as provided for in the Loan Agreement and

shall be secured by this Security Instrument.

        6.  Inspection.  Lender or its agent may enter on, inspect or make

appraisals of the Property in a reasonable manner and at reasonable times

provided that Lender shall give the Borrower notice prior to any inspection

or appraisal specifying a purpose for the inspection or appraisal which

must be related to Lender's interest in the Property.

        7.  Condemnation.  The proceeds of any award or claim for damages,

direct or consequential, in connection with any condemnation or other

taking of any part of the Property, or for conveyance in place of

condemnation shall be paid to Lender and Borrower jointly.  The proceeds

shall be applied first to the reduction of any indebtedness under a Second

Note and Second Security Instrument held by the Secretary on the Property,

and then to the reduction of the indebtedness under the Note and this

Security Instrument.  Any excess proceeds over an amount required to pay

all outstanding indebtedness under the Note and this Security Instrument

shall be paid to the entity legally entitled thereto.

        8.  Fees.  Lender may collect fees and charges authorized by the

Secretary.

        9.Grounds for Acceleration of Debt.

                (a)  Due and Payable.  Lender may require immediate payment

in full of all sums secured by this Security Instrument if:

                        (i)  A Borrower dies and the Property is not the

principal residence of at least one surviving Borrower;

or

including, but not limited to, representations concerning Borrower's

occupancy, of the Property as a Principal Residence.  If this Security

Instrument is on a leasehold, Borrower shall comply with the provisions of

the lease.  If Borrower acquires fee title to the Property, the leasehold

and fee title shall not be merged unless Lender agrees to the merger in

writing.

        5.  Charges to Borrower and Protection of Lender's Rights in the

Property.  Borrower shall pay all governmental or municipal charges, fines

and impositions that are not included in Paragraph 2.  Borrower shall pay

these obligations on time directly to the entity which is owed the payment.

If failure to pay would adversely affect Lender's interest in the Property,

upon Lender's request Borrower shall promptly furnish to Lender receipts

evidencing these payments.  Borrower shall promptly discharge any lien

which has priority over this Security Instrument in the manner provided in

paragraph 12(c).

        If Borrower fails to make these payments or the property charges

required by Paragraph 2, or fails to perform any other covenants and

agreements contained in this Security Instrument, or there is a legal

proceeding that may significantly affect Lender's rights in the Property

(such as a proceeding in bankruptcy, for condemnation or to enforce laws or

regulations), then Lender may do and pay whatever is necessary to protect

the value of the Property and Lender's rights in the Property, including

payment of taxes, hazard insurance and other items mentioned in Paragraph

2.

        To protect Lender's security in the Property, Lender shall advance and

charge to Borrower all amounts due to the Secretary for the Mortgage

Insurance Premium as defined in the Loan Agreement as well as all sums due

to the loan servicer for servicing activities as defined in the Loan

Agreement.  Any amounts disbursed by Lender under this Paragraph shall

become an additional debt of Borrower as provided for in the Loan Agreement

and shall be secured by this Security Instrument.

        6.  Inspection.  Lender or its agent may enter on, inspect or make

appraisals of the Property in a reasonable manner and at reasonable times

provided that Lender shall give the Borrower notice prior to any inspection

or appraisal specifying a purpose for the inspection or appraisal which

must be related to Lender's interest in the Property.

        7.  Condemnation.  The proceeds of any award or claim for damages,

direct or consequential, in connection with any condemnation or other

taking of any part of the the Property, or for conveyance in place of

condemnation shall be paid to Lender and Borrower jointly.  The proceeds

shall be applied first to the reduction of any indebtedness under a Second

Note and Second Security Instrument held by the Secretary on the Property,

and then to the reduction of the indebtedness under the Note and this

Security Instrument.  Any excess proceeds over an amount required to pay

all outstanding indebtedness under the Note and this Security Instrument

shall be paid to the entity legally entitled thereto.

        8.  Fees.  Lender may collect fees and charges authorized by the

Secretary.

        9.Grounds for Acceleration of Debt.

                (a)  Due and Payable.  Lender may require immediate payment

in full of all sums secured by this Security Instrument if:

                        (i)  A Borrower dies and the Property is not the

principal residence of at least one surviving Borrower;

or

        (ii)  A Borrower conveys all of his or her title in the Property

and no other Borrower retains title to the Property in fee simple

or retains a leasehold under a lease for less than ninety-nine

years which is renewable or a lease having a remaining period of

not less than 50 years beyond the date of the 100th birthday of

the youngest Borrower.

(b)  Due and Payable with Secretary Approval.  Lender may require

immediate payment in full of all sums secured by this Security

Instrument, upon approval of the Secretary, if:

        (i)  The Property ceases to be the principal residence of a

Borrower for reasons other than death and the Property is not the

principal residence of at least one other Borrower; or

        (ii)  For a period of longer than 12 consecutive months, a

Borrower fails to occupy the Property because of physical or

mental illness and the Property is not the principal residence of

at least one other Borrower; or

        (iii)  An obligation of the Borrower under this Security

Instrument is not performed.

"Principal residence" shall have the same meaning as in the Loan

Agreement.

(c)  Notice to Lender.  Borrower shall notify Lender whenever the loan

becomes due and payable under Paragraph 9 (a)(ii) and (b).

(d)  Notice to Secretary and Borrower.  Lender shall notify the

Secretary and Borrower whenever the loan becomes due and payable under

this Paragraph 9 (a)(ii) and (b).  Lender shall not have the right to

commence foreclosure until Borrower has had 30 days after notice to

either:

        (i)  Correct the matter which resulted in the Security Instrument

coming due and payable; or

          (ii)  Pay the balance in full; or

        (iii)  Sell the Property for the lesser of the balance or 95% of

the appraised value and apply the net proceeds of the sale toward

the balance; or

          (iv)  Provide the Lender with a deed in lieu of foreclosure.

(e)  Mortgage Not Insured.  [Optional] Borrowers agrees that should

this Security Instrument and the noted secured thereby not be eligible

for insurance under the National Housing Act within           /1 from

the date hereof, Lender may, at its option, require immediate payment

in full of all sums secured by this Security instrument.  A written

statement of any authorized agent of the Secretary dated subsequent to

from the date hereof, declining to insure this Security Instrument and

the note secured thereby, shall be deemed conclusive proof of such

ineligibility.  Notwithstanding the foregoing, this option may not be

exercised by Lender when the unavailability of insurance is solely due

to Lender's failure to remit a mortgage insurance premium to the

Secretary.

_____________________________

/1Lenders are authorized, but not required, to add Paragraph 9(e) to the

first security instrument.

        (ii)  A Borrower conveys all of his or her title in the Property

and no other Borrower retains title to the Property in fee simple

or retains a leasehold under a lease for less than ninety-nine

years which is renewable or a lease having a remaining period of

not less than 50 years beyond the date of the 100th birthday of

the youngest Borrower.

(b)  Due and Payable with Secretary Approval.  Lender may require

immediate payment in full of all sums secured by this Security

Instrument, upon approval of the Secretary, if:

        (i)  The Property ceases to be the principal residence of a

Borrower for reasons other than death and the Property is not the

principal residence of at least one other Borrower; or

        (ii)  For a period of longer than 12 consecutive months, a

Borrower fails to occupy the Property because of physical or

mental illness and the Property is not the principal residence of

at least one other Borrower; or

        (iii)  An obligation of the Borrower under this Security

Instrument is not performed.

"Principal residence" shall have the same meaning as in the Loan

Agreement.

(c)  Notice to Lender.  Borrower shall notify Lender whenever the loan

becomes due and payable under Paragraph 9 (a)(ii) and (b).

(d)  Notice to Secretary and Borrower.  Lender shall notify the

Secretary and Borrower whenever the loan becomes due and payable under

this Paragraph 9 (a)(ii) and (b).  Lender shall not have the right to

commence foreclosure until Borrower has had 30 days after notice to

either:

        (i)  Correct the matter which resulted in the Security Instrument

coming due and payable; or

          (ii)  Pay the balance in full; or

        (iii)  Sell the Property for the lesser of the balance or 95% of

the appraised value and apply the net proceeds of the sale toward

the balance; or

          (iv)  Provide the Lender with a deed in lieu of foreclosure.

(e)  Mortgage Not Insured.  [Optional] Borrowers agrees that should

this Security Instrument and the noted secured thereby not be eligible

for insurance under the National Housing Act within           /1 from

the date hereof, Lender may, at its option, require immediate payment

in full of all sums secured by this Security instrument.  A written

statement of any authorized agent of the Secretary dated subsequent to

from the date hereof, declining to insure this Security Instrument and

the note secured thereby, shall be deemed conclusive proof of such

ineligibility.  Notwithstanding the foregoing, this option may not be

exercised by Lender when the unavailability of insurance is solely due

to Lender's failure to remit a mortgage insurance premium to the

Secretary.

_____________________________

/1Lenders are authorized, but not required, to add Paragraph 9(e) to the

first security instrument.

        (f)  Trusts.  Conveyance of a Borrower's interest in the Property

to a trust which meets the requirements of the Secretary, or

conveyances of a trust's interests in the Property to a Borrower,

shall not be considered a conveyance for purposes of this

Paragraph.  A trust shall not be considered an occupant or be

considered as having a principal residence for purposes of this

Paragraph 9.

        10.  No Deficiency Judgments.  Borrower shall have no personal

liability for payment of the debt secured by this Security Instrument.

Lender may enforce the debt only through sale of the Property.  Lender

shall not be permitted to obtain a deficiency judgment against Borrower if

the Security Instrument is foreclosed.  If this Security Instrument is

assigned to the Secretary, Borrower shall not be liable for any difference

between the mortgage insurance benefits paid to Lender and the outstanding

indebtedness, including accrued interest, owed by Borrower at the time of

the assignment.

        11.  Reinstatement.  Borrower has a right to be reinstated if Lender

has required immediate payment in full.  This right applies even after

foreclosure proceedings are instituted.  To reinstate this Security

Instrument, Borrower shall correct the condition which resulted in the

requirement for immediate payment in full.  Foreclosure costs and

reasonable and customary attorney's fees and expenses properly associated

with the foreclosure proceeding shall be added to the principal balance.

Upon reinstatement by Borrower, this Security Instrument and the

obligations that it secures shall remain in effect as if Lender had not

required immediate payment in full.  However, Lender is not required to

permit reinstatement if:  (i) Lender has accepted reinstatement after the

commencement of foreclosure proceedings within two years immediately

preceding the commencement of a current foreclosure proceeding, (ii)

reinstatement will preclude foreclosure on different grounds in the future,

or (iii) reinstatement will adversely affect the priority of the Security

Instrument.

        12.Lien Status.

                (a)Modification.

                        If the Lender determines that the first lien status of the

Security Instrument is jeopardized under state laws which limit

record priority (including but not limited to situations where

the Principal Balance equals or exceeds the maximum mortgage

amount stated in the Security Instruments, or the maximum period

under which loan advances can retain a first lien status has

expired) the Borrower agrees to extend the Security Instruments

in accordance with this Section.

                        Unless there are no available means under state law to

continue making Loan Advances secured by a first lien, the Lender

shall obtain title evidence at Borrower's expense.  If the title

evidence indicates that the property is not encumbered by any

liens except the First and Second Security Instruments or other

subordinate liens, the Lender shall request the Borrower to

execute, any documents approved by the Secretary to extend the

Security Instruments.

                        Lender shall have no obligation to make further Loan

Advances if Borrower refuses or is unable to extend the Security

Instruments.  If state law does not permit extension of the lien

status, then for purposes of Paragraph 9 of this Security

Instrument, Borrower will be deemed to have failed to have

performed an obligation under the Security Instrument.

        (f)  Trusts.  Conveyance of a Borrower's interest to the Property

to a trust which meets the requirements of the Secretary, or

conveyances of a trust's interests in the Property to a Borrower,

shall not be considered a conveyance for purposes of this

Paragraph.  A trust shall not be considered an occupant or be

considered as having a principal residence for purposes of this

Paragraph 9.

        10.  No Deficiency Judgments.  Borrower shall have no personal

liability for payment of the debt secured by this Security Instrument.

Lender may enforce the debt only through sale of the Property.  Lender

shall not be permitted to obtain a deficiency judgment against Borrower if

the Security Instrument is foreclosed.  If this Security Instrument is

assigned to the Secretary, Borrower shall not be liable for any difference

between the mortgage insurance benefits paid to Lender and the outstanding

indebtedness, including accrued interest, owed by Borrower at the time of

the assignment.

        11.  Reinstatement.  Borrower has a right to be reinstated if Lender

has required immediate payment in full.  This right applies even after

foreclosure proceedings are instituted.  To reinstate this Security

Instrument, Borrower shall correct the condition which resulted in the

requirement for immediate payment in full.  Foreclosure costs and

reasonable and customary attorney's fees and expenses properly associated

with the foreclosure proceeding shall be added to the principal balance.

Upon reinstatement by Borrower, this Security Instrument and the

obligations that it secures shall remain in effect as if Lender had not

required immediate payment in full.  However, Lender is not required to

permit reinstatement if:  (i) Lender has accepted reinstatement after the

commencement of foreclosure proceedings within two years immediately

preceding the commencement of a current foreclosure proceeding, (ii)

reinstatement will preclude foreclosure on different grounds in the future,

or (iii) reinstatement will adversely affect the priority of the Security

Instrument.

        12.Lien Status.

                (a)Modification.

                        If the Lender determines that the first lien status of the

Security Instrument is jeopardized under state laws which limit

record priority (including but not limited to situations where

the Principal Balance equals or exceeds the maximum mortgage

amount stated in the Security Instruments, or the maximum period

under which loan advances can retain a first lien status has

expired) the Borrower agrees to extend the Security Instruments

in accordance with this Section.

                        Unless there are no available means under state law to

continue making Loan Advances secured by a first lien, the Lender

shall obtain title evidence at Borrower's expense.  If the title

evidence indicates that the property is not encumbered by any

liens except the First and Second Security Instruments or other

subordinate liens, the Lender shall request the Borrower to

execute any documents approved by the Secretary to extend the

Security Instruments.

                        Lender shall have no obligation to make further Loan

Advances if Borrower refuses or is unable to extend the Security

Instruments.  If state law does not permit extension of the lien

status, then for purposes of Paragraph 9 of this Security

Instrument, Borrower will be deemed to have failed to have

performed an obligation under the Security Instrument.

        (b)Tax Deferral Programs.

                Borrower shall not participate in a real estate tax deferral

program, if any liens created by the tax deferral are not subordinate

to this Security Instrument.

        (c)Prior Liens.

                Borrower shall promptly discharge any lien which has priority

over this Security Instrument unless Borrower:  (a) agrees in writing

to the payment of the obligation secured by the lien in a manner

acceptable to Lender; (b) contests in good faith the lien by, or

defends against enforcement of the lien in, legal proceedings which in

the Lender's opinion operate to prevent the enforcement of the lien or

forfeiture of any part of the Property; or (c) secures from the holder

of the lien an agreement satisfactory to Lender subordinating the lien

to all amounts secured by this Security Instrument.  If Lender

determines that any part of the Property is subject to a lien which

may attain priority over this Security Instrument, Lender may give

Borrower a notice identifying the lien.  Borrower shall satisfy the

lien or take one more of the actions set forth above within 10 days of

the giving of notice.

13.Relationship to Second Security Instrument

(a)  Second Security Instrument.  In order to secure payments which

the Secretary may make to or on behalf of Borrower pursuant to Section

255(i)(1)(A) of the National Housing Act and the Loan Agreement, the

Secretary has required Borrower to execute a Second Note and a Second

Security Instrument on the Property.

(b)  Relationship of First and Second Security Instruments.  Payments

made by the Secretary shall not be included in the debt under the Note

unless:

                (i)This Security Instrument is assigned to the Secretary; or

        (ii)  The Secretary accepts reimbursement by the Lender for all

payments made by the Secretary.

                If the circumstances described in (i) or (ii) occur, then all

payments by the Secretary, including interest on the payments, but

excluding late charges paid by the Secretary, shall be included in the

debt under the Note.

(c)  Effect on Borrower.  Where there is no assignment or

reimbursement as described in (b)(i) or (ii) and the Secretary makes

payments to Borrower, then Borrower shall not:

        (i)  Be required to pay amounts owed under the Note, or pay any

rents and revenues of the Property under paragraph 19 to Lender

or a receiver of the Property, until the Secretary has required

payment in full of all outstanding principal and accrued interest

under the Second Note; or

        (ii)  Be obligated to pay interest or shared appreciation under

the Note at any time, whether accrued before or after the

payments by the Secretary, and whether or not accrued interest

has been included in the principal balance under the Note.

        (b)Tax Deferral Programs.

                Borrower shall not participate in a real estate tax deferral

program, if any liens created by the tax deferral are not subordinate

to this Security Instrument.

        (c)Prior Liens.

                Borrower shall promptly discharge any lien which has priority

over this Security Instrument unless Borrower:  (a) agrees in writing

to the payment of the obligation secured by the lien in a manner

acceptable to Lender; (b) contests in good faith the lien by, or

defends against enforcement of the lien in, legal proceedings which in

the Lender's opinion operate to prevent the enforcement of the lien or

forfeiture of any part of the Property; or (c) secures from the holder

of the lien an agreement satisfactory to Lender subordinating the lien

to all amounts secured by this Security Instrument.  If Lender

determines that any part of the Property is subject to a lien which

may attain priority over this Security Instrument, Lender may give

Borrower a notice identifying the lien.  Borrower shall satisfy the

lien or take one more of the actions set forth above within 10 days of

the giving of notice.

13.Relationship to Second Security Instrument.

(a)  Second Security Instrument.  In order to secure payments which

the Secretary may make to or on behalf of Borrower pursuant to Section

255(i)(1)(A) of the National Housing Act and the Loan Agreement, the

Secretary has required Borrower to execute a Second Note and a Second

Security Instrument on the Property.

(b)  Relationship of First and Second Security Instruments.  Payments

made by the Secretary shall not be included in the debt under the Note

unless:

                (i)This Security Instrument is assigned to the Secretary; or

        (ii)  The Secretary accepts reimbursement by the Lender for all

payments made by the Secretary.

                If the circumstances described in (i) or (ii) occur, then all

payments by the Secretary, including interest on the payments, but

excluding late charges paid by the Secretary, shall be included in the

debt under the Note.

(c)  Effect on Borrower.  Where there is no assignment or

reimbursement as described in (b)(i) or (ii) and the Secretary makes

payments to Borrower, then Borrower shall not:

        (i)  Be required to pay amounts owed under the Note, or pay any

rents and revenues of the Property under paragraph 19 to Lender

or a receiver of the Property, until the Secretary has required

payment in full of all outstanding principal and accrued interest

under the Second Note; or

        (ii)  Be obligated to pay interest or shared appreciation under

the Note at any time, whether accrued before or after the

payments by the Secretary, and whether or not accrued interest

has been included in the principal balance under the Note.

        (d)  No Duty of the Secretary.  The Secretary has no duty to

Lender to enforce covenants of the Second Security Instrument or

to take actions to preserve the value of the Property, even

though Lender may be unable to collect amounts owed under the

Note because of restrictions in this Paragraph 13.

        14.  Forbearance by Lender Not a Waiver.  Any forbearance by Lender in

exercising any right or remedy shall not be a waiver of or preclude the

exercise of any right or remedy.

        15.  Successors and Assigns Bound; Joint and Several Liability.  The

covenants and agreements of this Security Instrument shall bind and benefit

the successors and assigns of Lender.  An assignment made in accordance

with the regulations of the Secretary shall fully relieve the Lender of its

obligations under this Security Instrument.  Borrower may not assign any

rights or obligations under this Security Instrument or under the Note,

except to a trust that meets the requirements of the Secretary.  Borrower's

covenants and agreements shall be joint and several.

        16.  Notices.  Any notice to Borrower provided for in this Security

Instrument shall be given by delivering it or by mailing it by first class

mail unless applicable law requires use of another method.  The notice

shall be directed to the Property Address or any other address all

Borrowers jointly designate.  Any notice to Lender shall be given by first

class mail to Lender's address stated herein or any address Lender

designates by notice to Borrower.  Any notice provided for in this Security

Instrument shall be deemed to have been given to Borrower or Lender when

given as provided in this paragraph.

        17.  Governing Law; Severability.  This Security Instrument shall be

governed by Federal law and the law of the jurisdiction in which the

Property is located.  In the event that any provision or clause of this

Security Instrument or the Note conflicts with applicable law, such

conflict shall not affect other provisions of this Security Instrument or

the Note which can be given effect without the conflicting provision.  To

this end the provisions of this Security Instrument and the Note are

declared to be severable.

        18.  Borrower's Copy.  Borrower shall be given one conformed copy of

this Security Instrument.

        19.  Assignment of Rents.  Borrower unconditionally assigns and

transfers to Lender all the rents and revenues of the Property.  Borrower

authorizes Lender or Lender's agents to collect the rents and revenues and

hereby directs each tenant of the Property to pay the rents to Lender or

Lender's agents.  However, prior to Lender's Notice to Borrower of

Borrower's breach of any covenant or agreement in the Security Instrument,

Borrower shall collect and receive all rents and revenues of the Property

as trustee for the benefit of Lender and Borrower.  This assignment of

rents constitutes an absolute assignment and not an assignment for

additional security only.

        If Lender gives notice of breach to Borrower:  (a) all rents received

by Borrower shall be held by Borrower as trustee for benefit of Lender

only, to be applied to the sums secured by this Security Instrument; (b)

Lender shall be entitled to collect and receive all of the rents of the

Property; and (c) each tenant of the Property shall pay all rents due and

unpaid to Lender or Lender's agent on Lender's written demand to the

tenant.

        Borrower has not executed any prior assignment of the rents and has

not and will not perform any act that would prevent Lender from exercising

its rights under this paragraph 19.

        (d)  No Duty of the Secretary.  The Secretary has no duty to

Lender to enforce covenants of the Second Security Instrument or

to take actions to preserve the value of the Property, even

though Lender may be unable to collect amounts owed under the

Note because of restrictions in this Paragraph 13.

        14.  Forbearance by Lender Not a Waiver.  Any forbearance by Lender in

exercising any right or remedy shall not be a waiver of or preclude the

exercise of any right or remedy.

        15.  Successors and Assigns Bound; Joint and Several Liability.  The

covenants and agreements of this Security Instrument shall bind and benefit

the successors and assigns of Lender.  An assignment made in accordance

with the regulations of the Secretary shall fully relieve the Lender of its

obligations under this Security Instrument.  Borrower may not assign any

rights or obligations under this Security Instrument or under the Note,

except to a trust that meets the requirements of the Secretary.  Borrower's

covenants and agreements shall be joint and several.

        16.  Notices.  Any notice to Borrower provided for in this Security

Instrument shall be given by delivering it or by mailing it by first class

mail unless applicable law requires use of another method.  The notice

shall be directed to the Property Address or any other address all

Borrowers jointly designate.  Any notice to Lender shall be given by first

class mail to Lender's address stated herein or any address Lender

designates by notice to Borrower.  Any notice provided for in this Security

Instrument shall be deemed to have been given to Borrower or Lender when

given as provided in this paragraph.

        17.  Governing Law; Severability.  This Security Instrument shall be

governed by Federal law and the law of the jurisdiction in which the

Property is located.  In the event that any provision or clause of this

Security Instrument or the Note conflicts with applicable law, such

conflict shall not affect other provisions of this Security Instrument or

the Note which can be given effect without the conflicting provision.  To

this end the provisions of this Security Instrument and the Note are

declared to be severable.

        18.  Borrower's Copy.  Borrower shall be given one conformed copy of

this Security Instrument.

        19.  Assignment of Rents.  Borrower unconditionally assigns and

transfers to Lender all the rents and revenues of the Property.  Borrower

authorizes Lender or Lender's agents to collect the rents and revenues and

hereby directs each tenant of the Property to pay the rents to Lender or

Lender's agents.  However, prior to Lender's Notice to Borrower of

Borrower's breach of any covenant or agreement in the Security Instrument,

Borrower shall collect and receive all rents and revenues of the Property

as trustee for the benefit of Lender and Borrower.  This assignment of

rents constitutes an absolute assignment and not an assignment for

additional security only.

        If Lender gives notice of breach to Borrower:  (a) all rents received

by Borrower shall be held by Borrower as trustee for benefit of Lender

only, to be applied to the sums secured by this Security Instrument; (b)

Lender shall be entitled to collect and receive all of the rents of the

Property; and (c) each tenant of the Property shall pay all rents due and

unpaid to Lender or Lender's agent on Lender's written demand to the

tenant.

        Borrower has not executed any prior assignment of the rents and has

not and will not perform any act that would prevent Lender from exercising

its rights under this paragraph 19.

        Lender shall not be required to enter upon, take control of or

maintain the Property before or after giving notice of breach to Borrower.

However, Lender or a judicially appointed receiver may do so at any time

there is a breach.  Any application of rents shall not cure or waive any

default or invalidate any other right or remedy of Lender.  This assignment

of rents or the Property shall terminate when the debt secured by this

Security Instrument is paid in full.

     [NON-UNIFORM COVENANTS, (Optional)]

        20.  Foreclosure Procedure.  [For illustration only.  Needs state

adaptation.]  If Lender requires immediate payment in full under paragraph

9, Lender may invoke the power of sale and any other remedies provided in

this paragraph 20, including, but not limited to, reasonable attorney's

fees and costs of title evidence.

        If Lender invokes the power of sale, Lender shall give notice of sale

to Borrower in the manner provided in paragraph 16.  Lender shall publish

and post the notice of sale, and the Property shall be sold in the manner

prescribed by applicable law.  Lender or its designee may purchase the

Property at any sale.  The proceeds of the sale shall be applied in the

following order:  (a) to all expenses of the sale, including, but not

limited to, reasonable attorney's fees; (b) to all sums secured by this

Security Instrument, and (c) any excess to the person or persons legally

entitled to it.

        [Add any state-specific provisions in accordance with HUD Handbook

4165.1, REV.1, Chapter 4]

        [Number as final paragraph.]  Riders to this Security Instrument.  If

one or more riders are executed by Borrower and recorded together with this

Security Instrument, the covenants of each such rider shall be incorporated

into and shall amend and supplement the covenants and agreements of this

Security Instrument as if the rider(s) were a part of this Security

Instrument.  [Check applicable box(es)].

[ ]  Condominium Rider                 [ ]  Planned Unit Development Rider

[ ]  Shared Appreciation Rider         [ ]  Other [Specify]

        BY SIGNING BELOW, Borrower accepts and agrees to the terms contained

in this Security Instrument and in any rider(s) executed by Borrower and

recorded with it.

Witnesses:

_________________________                    _______________________ (SEAL)

                                                                                                          Borrower

_________________________                    _______________________ (SEAL)

                                                                                                          Borrower

_______________[Space Below This Line For Acknowledgement]_________________

        Lender shall not be required to enter upon, take control of or

maintain the Property before or after giving notice of breach to Borrower.

However, Lender or a judicially appointed receiver may do so at any time

there is a breach.  Any application of rents shall not cure or waive any

default or invalidate any other right or remedy of Lender.  This assignment

of rents or the Property shall terminate when the debt secured by this

Security Instrument is paid in full.

     [NON-UNIFORM COVENANTS, (Optional)]

        20.  Foreclosure Procedure.  [For illustration only.  Needs state

adaptation.]  If Lender requires immediate payment in full under paragraph

9, Lender may invoke the power of sale and any other remedies provided in

this paragraph 20, including, but not limited to, reasonable attorney's

fees and costs of title evidence.

        If Lender invokes the power of sale, Lender shall give notice of sale

to Borrower in the manner provided in paragraph 16.  Lender shall publish

and post the notice of sale, and the Property shall be sold in the manner

prescribed by applicable law.  Lender or its designee may purchase the

Property at any sale.  The proceeds of the sale shall be applied in the

following order:  (a) to all expenses of the sale, including, but not

limited to, reasonable attorney's fees; (b) to all sums secured by this

Security Instrument, and (c) any excess to the person or persons legally

entitled to it.

        [Add any state-specific provisions in accordance with HUD Handbook

4165.1 REV-1, Chapter 4]

        [Number as final paragraph.]  Riders to this Security Instrument.  If

one or more riders are executed by Borrower and recorded together with this

Security Instrument, the covenants of each such rider shall be incorporated

into and shall amend and supplement the covenants and agreements of this

Security Instrument as if the rider(s) were a part of this Security

Instrument.  [Check applicable box(es)].

[ ]  Condominium Rider                 [ ]  Planned Unit Development Rider

[ ]  Shared Appreciation Rider         [ ]  Other [Specify]

        BY SIGNING BELOW, Borrower accepts and agrees to the terms contained

in this Security Instrument and in any rider(s) executed by Borrower and

recorded with it.

Witnesses:

_________________________                    _______________________ (SEAL)

                                                                                                          Borrower

_________________________                    _______________________ (SEAL)

                                                                                                          Borrower

_______________[Space Below This Line For Acknowledgement]_________________

Instructions for Model Mortgage Form (Home Equity Conversion)

HUD requires that a security instrument follow the form and content of the

approved FNMA/FHLMC security instrument for the jurisdiction, except where

HUD has determined that differences are needed to reflect HUD policy and

practice.  The following explains those differences.  Additional

instructions are found in Chapter 4, HUD Handbook 4165.1 and Chapter 7, HUD

Handbook 4235.1.

Language Preceding Uniform Covenants

Use FNMA/FHLMC language but:

a.  Add a box for the FHA Case No. as shown on the Model Mortgage

Form.

b.  For a Mortgage, delete the language beginning with "THIS MORTGAGE"

or "THIS DEED OF TRUST" through "covenants and agreements under this

Security Instrument and Note."  Substitute the language shown on the

Model Form.

c.  For a Deed of Trust, follow the instructions in "b" above, except

that the first three sentences of the Model Form must be further

revised to read as follows:

          This DEED OF TRUST ("Security Instrument") is made on

             , 19  .  The grantor [or trustor] is           ("Borrower").

          The trustee is          , which is organized and existing under

          the laws of             , and whose address is

          ("Lender").

The Model Form uses the FNMA/FHLMC language for Michigan as as an example.

The form may include variations to the standard language that have been

approved by FNMA and/or FHLMC.  For Maine and New York in which FNMA and

FHLMC use "plain English" forms, the format and language should be based on

FNMA/FHLMC forms for other states provided that the language is in

conformity with applicable law.

Uniform Covenants

The form should designate the paragraphs preceding paragraph 20 on

foreclosure procedures as "Uniform Covenants".  The text of these

paragraphs must be used as presented in the Model Form without any change.

FNMA/FHLMC language may not be substituted.  If change is needed to make

requirements of state or local law or practice, written approval from HUD

is needed before the change is made.

Non-Uniform Covenants

The form should designate the paragraphs beginning with paragraph 20 on

foreclosure procedures as "Non-Uniform Covenants".

a.  The FNMA/FHLMC paragraph on foreclosure procedures will need

adaptation to reflect HUD policy.  The Model Form contains an

adaptation of the FNMA/FHLMC language for Michigan as an example.

Following the phrase "If Lender requires immediate payment in full

under Paragraph 9" as shown in paragraph 20 of the Model Form, the

mortgage should use the foreclosure procedures paragraph of the

current approved FNMA/FHLMC form (including
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The form may include variations to the standard language that have been
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FHLMC use "plain English" forms, the format and language should be based on

FNMA/FHLMC forms for other states provided that the language is in
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Uniform Covenants

The form should designate the paragraphs preceding paragraph 20 on

foreclosure procedures as "Uniform Covenants".  The text of these

paragraphs must be used as presented in the Model Form without any change.

FNMA/FHLMC language may not be substituted.  If change is needed to make

requirements of state or local law or practice, written approval from HUD

is needed before the change is made.

Non-Uniform Covenants

The form should designate the paragraphs beginning with paragraph 20 on

foreclosure procedures as "Non-Uniform Covenants".

a.  The FNMA/FHLMC paragraph on foreclosure procedures will need

adaptation to reflect HUD policy.  The Model Form contains an

adaptation of the FNMA/FHLMC language for Michigan as an example.

Following the phrase "If Lender requires immediate payment in full

under Paragraph 9" as shown in paragraph 20 of the Model Form, the

mortgage should use the foreclosure procedures paragraph of the

current approved FNMA/FHLMC form (including

language regarding payment of costs such as attorney's fees) as a

guide with any necessary adaptation to conform to these instructions.

Language in the FNMA/FHLMC paragraph regarding notice and acceleration

should be omitted.  For Maine and New York, Lenders should use

foreclosure language based on these instructions and other FNMA/FHLMC

forms that are not "plain English" forms provided that the language

will authorize foreclosure in conformity with applicable law.  The

mortgage must include the Lender's right to a public sale of the

Property, including a power of sale if legally permissible in the

jurisdiction in which the property is located even if mortgages are

usually foreclosed through a judicial proceeding.

b.  The paragraphs following Paragraph 20 should contain provisions

required to adapt the mortgage to the laws and practices of the

particular jurisdiction in which the Property is located.  The text of

these paragraphs should be the same as the FNMA/FHLMC non-uniform

covenants for the jurisdiction in which the Property is located.

Changes to the FNMA/FHLMC paragraphs and additional material may be

included if needed to conform to requirements of state law or

practice.  The paragraph entitled "Riders to this Security Instrument"

should be used as shown in the Model Form instead if as shown in the

FNMA/FHLMC forms.

c.  Any special language or notices required by applicable law should

appear following the non-uniform covenants using the FNMA/FHLMC form

as a guide.

Signatures, etc.

Use the FNMA/FHLMC format at the end of the mortgage except that:

a.  Witness lines may be omitted if state and local law does not

require witnesses for mortgages.

b.  HUD does not require the Borrower's social security number to

appear on the mortgage.

language regarding payment of costs such as attorney's fees) as a

guide with any necessary adaptation to conform to these instructions.

Language in the FNMA/FHLMC paragraph regarding notice and acceleration

should be omitted.  For Maine and New York, Lenders should use

foreclosure language based on these instructions and other FNMA/FHLMC

forms that are not "plain English" forms provided that the language

will authorize foreclosure in conformity with applicable law.  The

mortgage must include the Lender's right to a public sale of the

Property, including a power of sale if legally permissible in the

jurisdiction in which the property is located even if mortgages are

usually foreclosed through a judicial proceeding.

b.  The paragraphs following paragraph 20 should contain provisions

required to adapt the mortgage to the laws and practices of the

particular jurisdiction in which the Property is located.  The text of

these paragraphs should be the same as the FNMA/FHLMC non-uniform

covenants for the jurisdiction in which the Property is located.

Changes to the FNMA/FHLMC paragraphs and additional material may be

included if needed to conform to requirements of state law or

practice.  The paragraph entitled "Riders to this Security Instrument"

should be used as shown in the Model Form instead if as shown in the

FNMA/FHLMC forms.

c.  Any special language or notices required by applicable law should

appear following the non-uniform covenants using the FNMA/FHLMC form

as a guide.

Signatures, etc.

Use the FNMA/FHLMC format at the end of the mortgage except that:

a.  Witness lines may be omitted if state and local law does not

require witnesses for mortgages.

b.  HUD does not require the Borrower's social security number to

appear on the mortgage.

APPENDIX 58 Federal Reserve Statistical Release

(link to 43301x58.pdf)
APPENDIX 59 Suggested Form of Annual Disclosure ARM Notice

Mortgagee Name                                                                  Date

        Address

        Telephone No.

Mortgagor(s) Name

        Address

        Re:Annual Notice of Changes in Interest Rate and Monthly Installment

Payments on Your Adjustable Rate Mortgage

     Dear Mortgagor:

                On ____(date)_____, the interest rate on your Adjustable Rate

Mortgage (ARM) will (increase/decrease) from ____% to ____%, and your

monthly installment payments will (increase/decrease) from $________

to $________.  Beginning with your ____(date)____ payment, please pay

the new amount.  New payment coupons (or monthly billings) reflecting

the new amount will be sent shortly.

                Your present interest rate was based on an Index Value of _____%.

To determine your new interest rate we added the Current Index Value

of _____ % as of _____(date)_____ to the agreed upon Margin of _____ %

for a total of _____ % (rounded to the nearest 1/8th percent).

                The new Existing Interest Rate of ______ % may not be more than

one percent higher or lower than the prior Existing Interest Rate of

______%.  The original Interest Rate of your mortgage was ______%

which may not be increased or decreased beyond five percent during the

life of the mortgage.

                The new monthly installment was determined by computing the

monthly payment to principal and interest necessary to pay off the

principal balance of the mortgage ($ _________________) over the

remaining term of the mortgage (______ yrs.) at the new Existing

Interest Rate, without taking into account delinquent payments, and

crediting any prepayments to principal.  The required monthly escrow

payment ($____________) was then added to the required principal and

interest payment.

                If you have any questions, please call ________________ at the

telephone number listed above, or you may use the toll-free numbers

previously provided.

                                                                Sincerely,

        NOTE:If the annual ARM Notice is designed to include all the

essential factors for calculation of the new interest rate

and monthly payment, a file copy should be sufficient to

reflect the computation.

                MANUAL CHECKS of SOCIAL SECURITY NUMBERS

        Fraud perpetrators may not be aware that some social security number

combinations are not authorized and may randomly select a number that was

never issued.

        The List below shows the first digits of valid social security numbers

that were issued to each state and territory.  Some states or territories

have only one three-digit number.  Most have more than one number, usually

one or more series of numbers in a given range.  Some three-digit numbers

may be assigned to more than one state or territory.

        Initial digits in the 700 to 729 series were issued by the Railroad

Retirement Agency years ago.  Social security numbers in this range

probably belong to older workers.

        As of December 1988, the three-digit numbers from 650 to 699 and 730

to 999 were not yet assigned to any state or territory.

        The Social Security Administration assigns numbers according to the

location at which a person applies for his or her card.  When the first

digits of a social security number do not match the residence history of an

individual, the number may be invalid.  Additional documentation is

required including the actual social security card.  Lenders should ask the

individual where he or she applied for the card.  If the location is

inconsistent with the listing below, explain to the individual that the

assistance must be suspended and cannot be reinstated until the validity of

the social security number can be verified.

APPENDIX 60 Valid Social Security Numbers - Initial Three Digits

001-003  New Hampshire                     501-502  North Dakota

004-007  Maine                             503-504  South Dakota

008-009  Vermont                           505-508  Nebraska

010-034  Massachusetts                     509-515  Kansas

035-039  Rhode Island                      516-517  Montana

040-049  Connecticut                       518-519  Idaho

050-134  New York                          520      Wyoming

135-158  New Jersey                        521-524  Colorado

159-211  Pennsylvania                      525      New Mexico

212-220  Maryland                          526-527  Arizona

221-222  Delaware                          528-529  Utah

223-231  Virginia                          530      Nevada

232-236  West Virginia                     531-539  Washington

232      North Carolina /1                 540-544  Oregon

237-246  North Carolina                    545-573  California

247-251  South Carolina                    574      Alaska

252-260  Georgia                           575-576  Hawaii

261-267  Florida                           577-579  Washington, DC

268-302  Ohio                              580      Virgin Islands

303-317  Indiana                           580-584  Puerto Rico

318-361  Illinois                          585-     New Mexico

362-386  Michigan                          586      Guam

387-399  Wisconsin                         586      American Samoa

400-407  Kentucky                          586      Philippine Island

408-415  Tennessee                         587-588  Mississippi

416-424  Alabama                           589-595  Florida

425-428  Mississippi                       596-599  Puerto Rico

429-432  Arkansas                          600-601  Arizona

433-439  Louisiana                         602-626  California

440-448  Oklahoma                          627-645  Texas

449-467  Texas                             646-647  Utah

468-477  Minnesota                         648-649  New Mexico

478-485  Iowa                              700-729  Railroad

486-500  Missouri                                   Retirement 

/1Number 232, with middle digits 30, has been allocated to North

Carolina from West Virginia

APPENDIX 61  STATES USE OF SOCIAL SECURITY NUMBERS FOR DRIVER'S LICENSES

Of the 16 jurisdictions that require the Social Security number to be

shown, only 5 use it as the driver license number.  In 11 other States, the

submittal of the Social Security number is voluntary, but if it is

submitted it is used as the driver license number in 4 States.  A

photograph is used on the driver license in all States except New Jersey,

where it is required for those under 21 and optional for others, and

Vermont, where the photo is optional.

                                                  DRIVER

                                                    IDs

                           SOCIAL SECURITY                   NON-DRIVER

STATE                           NUMBER                                      IDs

_________________________________________________________________________

Alabama                           X                                             X

Alaska                         Optional                                         X

Arizona                        Optional

Arkansas

California

Colorado                       Optional                                         X

Connecticut

Delaware

District of Columbia              1 / X                          3 /

Florida                                                                                         X

Georgia                           2 /                                           X

Hawaii                            1 / X                                         X

Idaho                             2 /                                           X

Illinois                       Optional                      Optional

Indiana                           X                                             X

Iowa                              2 /                            4 /

Kansas

Kentucky                          X                                             X

Louisiana                         X                          Optional

Maine

Maryland

Massachusetts                  Optional                      Optional

Michigan

Minnesota

Mississippi                       1 / X                                         X

Missouri                          X                                             X

Montana                           2 /                        Optional

Nebraska

Nevada                            1 / X                                         X

New Hampshire                  Optional                                         X

New Jersey

New Mexico                        X                                             X

New York

North Carolina

North Dakota                      X                                             X

Ohio                              X                          Optional

Oklahoma

Oregon

Pennsylvania

Rhode Island                                X

South Carolina

South Dakota                                X

Tennessee

Texas

Utah                           Optional                                         X

Vermont

Virginia                          1 / X                      Optional

Washington

West Virginia                     X                                             X

Wisconsin

Wyoming                           X                                             X

Puerto Rico                                                None Issued

1    The Social Security number is the license or card number.

2    Not mandatory.  When supplied, the Social Security number

     becomes the license number in Georgia, Idaho, Iowa, and

     Montana.

3    Senior Citizens only.

4    If given, the SSN is the card number.

APPENDIX 62 INVALID SOCIAL SECURITY NUMBERS

     "Pocketbook Numbers".

SSN 078-05-1120 was the first of many numbers now referred to as

"pocketbook" numbers.  It first appeared on a sample Social Security

Card contained in wallets sold nationwide since 1938.  Since then, it

has been reported thousands of times on Wage Reporting System matches

and taxpayer returns.  People often thought that the number on the

card was theirs and used it as they would a government-issued number.

There are now over twenty (20) different "pocketbook" SSNs, each used

by some organizations displaying an actual number in their

advertising.  The following are the most common "pocketbook" SSNs:

     022-28-1852          141-18-6941          212-09-7694

     042-10-3580          165-16-7999          219-09-9998

     062-36-0794          165-18-7999          306-30-2348

     078-05-1120          165-20-7999          308-12-5070

     095-07-3645          165-22-7999          468-28-8779

     128-03-6045          165-24-7999          549-24-1889

     135-01-6629          189-09-2294          987-65-4320

APPENDIX 63 Contacts For Regional Inspector General For Investigation

Regions                  States Serviced                    Telephone No.

_______                  _______________                    _____________

   I.   Boston           MA, VT, NH, RI, CT, ME             (617) 565-5293

   II.  New York         NY, NJ                             (212) 264-8062

  III.  Philadelphia     PA, MD, DE, WV, VA                 (215) 597-2413

   IV.  Atlanta          KY, GA, NC, SC, FL, TN, AL, MS,    (404) 331-3359

                                        PR, VI

    V.  Chicago          IL, MN, WI, MI, IN, OH             (312) 353-4196

   VI.  Dallas           TX, NM, OK, AZ, LA                 (817) 885-5561

  VII.  Kansas City      MO, IA, NB, KS                     (913) 236-2866

 VIII.  Denver           CO, UT, WY, MT, ND, SD             (303) 844-2325

   IX.  San Francisco    CA, NV, AZ, HI                     (415) 556-5490

    X.  Seattle          WA, OR, ID, AK                     (206) 220-5380

Headquarters             DC and adjacent                    (202) 708-0387

Operations Division      VA and MD Counties

APPENDIX 64 FEMA MORTGAGE AND RENTAL ASSISTANCE PROGRAM

                INFORMATION FOR MORTGAGE LENDERS

What is the Mortgage and Rental Assistance Program?

Under Section 408 (b) of the Robert T. Stafford Disaster Relief and

Emergency Assistance Act, as implemented by 44 CFR 206.101 (g), the

Federal Emergency Management Agency (FEMA) may provide financial

assistance to eligible individuals who have lost their jobs and/or

businesses because of a National disaster.  In these affected

individuals (i) are not able to make their mortgage payments as a

result of disaster-related financial hardship (lost of income), and

(ii) have received a written foreclosure notice or notice of intent to

foreclose from their mortgage lender, FEMA may then provide eligible

individuals with financial assistance in the form of a check equal to

their actual mortgage payments.  The Mortgage and Rental Assistance

Program is intended to provide emergency assistance to disaster

affected individuals who, without such assistance, would be

dispossessed from their primary residence.

What are the general eligibility requirements that applicants must satisfy?

In order to receive assistance, applicants are required to provide to

FEMA the following:  (i) proof of occupancy at the mortgaged property,

(ii) proof of pre-disaster business ownership/employment which was

"interrupted" as a result of the disaster, and (iii) proof of intent

to foreclose or notice of foreclosure.

The location of the primary residence is not a condition of

eligibility.

What is the mortgage lender's role in this process?

Applicable law requires that a need for mortgage assistance be

established and verified.  This need is evidenced by the mortgage

lender's certification that (i) a post-disaster

mortgage payment delinquency exists, and (ii) because the mortgage

loan is in arrears, lender intends to initiate (or have initiated)

foreclosure proceedings.

If the mortgage loan is an ARM (or other floating rate) loan, mortgage

lenders should provide either an average monthly payment amount or the

most recent monthly amount which is outstanding.  Adjustments will be

handled by FEMA at the end of the initial eligibility period.

What is the specific form of assistance provided?

Mortgage assistance is a grant made by FEMA to an eligible applicant,

and does not have to be repaid by the applicant (absent fraud, misuse

of funds, etc.).  As soon as an applicant has been determined to be

eligible for mortgage assistance, that applicant will receive a check

equal to their actual monthly mortgage payment.  After this initial

eligibility period, applicants will have to be re-certified in order

to continue receiving assistance.  There is no maximum amount eligible

for payment.  Assistance will be provided for actual payment amounts.

Mortgage assistance is provided directly to the mortgage lender.

Applications for this type of assistance may be filed for up to six

(6) months after the disaster declaration.  Mortgage assistance may be

provided to eligible applicants, on a case-by-case basis, for a period

not to exceed 18 months, or for the duration of the disaster-related

financial hardship, whichever is less.

Does FEMA's Mortgage Assistance Program impact the mortgage lender's

relationship with its borrower/applicant?

No.  Mortgage lenders should continue to service their loans and

conduct their day-to-day business with their borrowers without regard

to whether that borrower is receiving mortgage assistance from FEMA.

If a borrower does not make its mortgage payments notwithstanding

their receipt of mortgage assistance from FEMA, mortgage lenders

should seek payment from their borrower in accordance with their

standard operating procedures.  While FEMA imposes an obligation on an

applicant to use mortgage assistance for only that purpose, FEMA is

under no obligation to the mortgage lender to ensure that the mortgage

is, in fact, paid as agreed.

If an applicant seeks additional assistance (beyond the initial

eligibility period), FEMA may request information on the status of the

borrower's account.

Are all loans secured by an applicant's primary residence eligible for

inclusion in the Mortgage Assistance Program?

If a business loan is secured, in whole or in part, by the borrower's

primary residence, this fact should be noted.  Eligibility for payment

through the Mortgage Assistance Program will be made on a case-by-case

basis, however, this information is considered highly relevant to an

eligibility determination by FEMA.

Purchase money mortgages and home equity mortgages on a borrower's

primary residence are generally eligible for payment through the

Mortgage Assistance Program.  Please indicate if the mortgage secures

a home equity (or similar) loan.

The Mortgage Assistance Program is intended to provide emergency

assistance to individuals who, without such assistance, would lose

their primary residence.  If a mortgage secures property other than a

borrower's primary residence, please indicate.

Does FEMA share this information with other federal agencies?

No.  With very few exceptions (criminal law enforcement activity), the

Privacy Act does not permit FEMA to share its applicant-related

information with other agencies, including the IRS and the INS.

     Retyped by HUD 10/92.

APPENDIX 65 HOME EQUITY CONVERSION MORTGAGE

Date of Payment Plan: _________________________

FHA Case Number: ______________________________

Name of Lender: ___________________________________________________________

Name of Borrower(s)                                             Birthdate

_______________________________________________              ____/____/____

_______________________________________________              ____/____/____

_______________________________________________              ____/____/____

Expected Average Mortgage Interest Rate                      _____________%

 1.  Principal Limit                                         $_____________

     Initial Payments (if completed at closing)

 2.    Closing Costs                            $___________

 3.    Discharge of Liens                       $___________

 4.Outstanding Balance

       (if completed after closing)             $___________

 5.  Loan Advance                               $___________

 6.  Servicing Fee Set Aside                    $___________

 7.Total Deductions from Principal Limit

       (Lines 2 + 3 + 4 + 5 + 6)                $___________

 8.  Principal Limit for Line of Credit         $___________

 9.Funds in Line of Credit Designated for:

       Repairs                                  $___________

10.    First Year Property Charges              $___________

11.Outstanding Balance on Line of Credit

       from previous payments                   $___________

12.Total Deductions from Principal Limit for

       Line of Credit (Line 9 + 10 + 11)        $___________

13.Funds Available to Borrower in Line

       of Credit (Lines 8 - 12)                              $_____________

14.  Net Principal Limit (Lines 1 - 7 - 9 - 10)              $_____________

15.New Principal Limit Available for Monthly

       Payments (Lines 14 - 13)                              $_____________

     Scheduled Payments:

16.    Term (Remaining)    [  ]        _____Yrs.   _____ Mos.

              or

17.    Tenure              [  ]        (Check only one box)

18.    Monthly Payment (Total)                  $____________

19.    Monthly Withholding (T & I)              $____________

20.    Net Monthly Payment (Lines 18 - 19)      $____________

        (For graduated monthly payments from a line of credit, see attached

schedule.)

By signing below, the borrower(s) agree(s) that this document accurately

describes the principal features of the current payment plan chosen by the

borrower(s).

__________________________   _____________________________   ______________

Signature                    Signature                                   Date

__________________________                                   ______________

Signature                                                                                        Date

APPENDIX 65

___________________________________________________________________________

        INSTRUCTIONS FOR COMPLETING THE BORROWER'S PAYMENT PLAN

        The form on Pages 1 and 2 of this appendix is completed both at

closing and whenever the borrower chooses a different payment option or has

his or her payments recalculated.  If the form is completed at closing, it

must be attached to the Loan Agreement (Appendix 68).

Line 1.   The borrower's current principal limit is entered on this line,

whether the form is completed at closing or after the mortgage

has closed.  This figure is calculated according to Paragraphs

6-6 and 6-11 of Chapter 6, HUD Handbook 4235.1.

Line 2.   Any closing costs to be financed by the mortgage are to be

entered on this line when the mortgage is closed.  Refer to

Chapter 5 of HUD Handbook 4235.1 and Paragraph 2-19 of HUD

Handbook 4155.1 REV-2 to determine closing costs.

Line 3.   The amount of any debts to be paid off at closing should be

entered on this line.  These debts include previous liens on the

property and delinquent Federal debts.

Line 4.   The current outstanding balance on the mortgage should be entered

on this line if the form is completed after closing.  The

outstanding balance is the amount of any payments made to or on

behalf of the borrower in form of line of credit or monthly

payments plus any interest that has accrued since those payments

were made.

Line 5.   The amount of any payment made to the borrower at closing or as

an unscheduled payment accompanying a payment plan change after

closing should be entered on this line.

Line 6.   The amount necessary to pay for servicing costs for entire

mortgage should be entered on this line.  This amount is set

aside from the principal limit at closing and a fee is disbursed

from these funds monthly to cover servicing costs.  Refer to

Paragraph 6-7B of Chapter 6 HUD Handbook 4235.1 to determine this

amount.

Line 7.   The total of Lines 2 through 6 is entered on this line.

Line 8.   The current principal limit for the borrower's line of credit

should be entered on this line.  At closing, this figure is

simply the amount set aside by the borrower for the line of

credit, including funds for repairs and property charges.  After

closing, this figure is the present value of any funds previously

set aside for the line of credit plus any additional funds the

borrower wishes to set aside or minus any funds that the borrower

wishes to remove from the line of credit to allot to monthly

payments at the time the form is completed.  Refer to Paragraphs

6-9 and 6-10 of Chapter 6 HUD Handbook 4235.1 for calculations.

Line 9.   The amount of funds necessary to pay for required repairs should

be entered on this line.  The amount can be found on the Repair

Rider to the Loan Agreement completed at closing.  If this form

is completed after closing, the line should have any funds

remaining for required repairs that have not been completed.

Refer to paragraph 4-5 of Chapter 4 HUD Handbook 4235.1 for

repair requirements.

Line 10.  The amount of any funds, owed by the borrower, necessary to pay

for property charges to be assessed during the first year of the

mortgage, that can not be collected after the mortgage has

closed, should be entered on this line.

Line 11.  The outstanding balance of the borrower's lien of credit should

be entered on this line.  This figure is the sum of any payments

made from the borrower's line for credit plus any interest that

has accrued on those payments since they were made.  The

outstanding balance on any payments made from the line of credit

must be kept separate from the outstanding balance on any other

payments made from the mortgage.

Line 12.  The total of Lines 9 through 11 should be entered on this line

and is the amount that is deducted from the principal limit for

the line of credit to determine the amount of funds available to

the borrower from the line of credit.

Line 13.  The difference between Lines 8 and 12 should be entered on this

line.  This is the net principal limit for the borrower's line of

credit, or the amount available to the borrower from the line of

credit at the time that this form is completed.

Line 14.  The result of subtracting Lines 7, 9, and 10 from Line 1 is

entered on this line and is the borrower's net principal limit,

or the amount available to the borrower at the time the form is

completed, through any combination of a cash advance, line of

credit payment, or monthly payments.

Line 15.  The difference between Lines 14 and 13 should be entered on this

line.  This figure is the net principal limit for monthly

payments, or the amount of funds available to the borrower that

can be paid out monthly.

Line 16.  This line should be completed if the borrower wishes to receive

monthly payments for a specified term.  The term chosen by the

borrower should be entered next to the box.  If the form is

completed after closing, and the borrower is not changing the

term previously chosen, the remaining time in the term should be

entered.

Line 17.  This line should be completed if the borrower wishes to receive

monthly payments for the rest of his or her life.

Line 18.  The monthly payment calculated from the formula in Appendix 22

HUD Handbook 4235.1 should be entered in this line.  Refer to

Paragraphs 6-8 and 6-11 for the procedures to follow in

calculating monthly payments.

Line 19.  The monthly amount necessary to cover one-twelfth (1/12) of the

borrower's annual property charges should be entered in this

line.  This amount is deducted from the borrower's monthly

payments but is not added to the outstanding balance until the

charges are actually paid.  Refer to Paragraph 9-7 of Chapter 9

for an explanation.

Line 20.  The difference between Lines 18 and 19 should be entered on this

line.  This figure is the actual monthly payment that the

borrower will receive.

        If the lender and the borrower have established a graduated payment

schedule from the funds available in the borrower's line of credit, that

schedule should be attached to this form.

APPENDIX 66 Factors for Determining Borrowers Principal Limit

                         Factor - Shared Premium Points

                              I n t e r e s t   R a t e

Age  7.000    7.125    7.250    7.375    7.500    7.625    7.750    7.875

62 .457-28  .445-29  .434-30  .423-31  .412-32  .401-33  .391-34  .381-35

63 .468-27  .456-27  .445-28  .433-29  .423-31  .412-32  .402-33  .392-34

64 .478-25  .467-26  .456-27  .445-28  .434-29  .423-30  .413-31  .403-32

65 .489-23  .478-24  .467-25  .456-26  .445-27  .435-28  .425-29  .415-30

66 .501-22  .489-23  .478-24  .467-25  .457-26  .446-27  .436-28  .427-29

67 .512-21  .501-22  .490-22  .479-23  .469-24  .458-25  .448-26  .439-27

68 .523-19  .512-20  .502-21  .491-22  .481-23  .471-24  .461-25  .451-26

69 .535-18  .524-19  .514-20  .503-20  .493-21  .483-22  .473-23  .464-24

70 .547-17  .536-17  .526-18  .516-19  .506-20  .496-21  .486-22  .477-23

71 .559-15  .549-16  .538-17  .528-18  .518-18  .509-19  .499-20  .490-21

72 .571-14  .561-15  .551-16  .541-16  .532-17  .522-18  .513-19  .503-20

73 .584-13  .574-14  .564-14  .554-15  .545-16  .535-17  .526-17  .517-18

74 .596-12  .587-13  .577-13  .567-14  .558-15  .549-15  .540-16  .531-17

75 .609-11  .599-11  .590-12  .581-13  .572-13  .563-14  .554-15  .545-15

76 .622-10  .613-10  .604-11  .594-11  .586-12  .577-13  .568-13  .560-14

77 .635-09  .626-09  .617-10  .608-10  .600-11  .591-12  .583-12  .574-13

78 .648-08  .639-08  .631-09  .622-09  .614-10  .605-10  .597-11  .589-12

79 .661-07  .653-07  .644-08  .636-08  .628-09  .620-09  .612-10  .604-11

80 .674-06  .666-06  .658-07  .650-07  .642-08  .634-08  .626-09  .619-09

81 .687-05  .679-06  .672-06  .664-06  .656-07  .649-07  .641-08  .634-08

82 .700-05- .693-05  .685-05  .678-06  .670-06  .663-06  .656-07  .648-07

83 .713-05- .706-05- .698-05- .691-05  .684-05  .677-05  .670-06  .663-06

84 .726-05- .719-05- .712-05- .705-05- .698-05- .691-05- .684-05  .678-05

85 .738-05- .731-05- .725-05- .718-05- .712-05- .705-05- .699-05- .692-05-*

86 .750-05- .744-05- .738-05- .731-05- .725-05- .719-05- .713-05- .706-05-*

87 .762-05- .756-05- .750-05- .744-05- .738-05- .732-05- .726-05- .721-05-*

88 .774-05- .769-05- .763-05- .757-05- .751-05- .746-05- .740-05- .734-05-*

89 .786-05- .781-05- .775-05- .770-05- .765-05- .759-05- .754-05- .748-05-*

90 .798-05- .793-05- .788-05- .783-05- .778-05- .773-05- .768-05- .762-05-*

91 .810-05- .805-05- .800-05- .796-05- .791-05- .786-05- .781-05- .776-05-*

92 .822-05- .817-05- .813-05- .808-05- .804-05- .799-05- .795-05- .790-05-*

93 .834-05- .830-05- .825-05- .821-05- .817-05- .813-05- .809-05- .805-05-*

94 .846-05- .842-05- .838-05- .835-05- .831-05- .827-05- .823-05- .819-05-*

95 .859-05- .856-05- .852-05- .849-05- .846-05- .842-05- .839-05- .835-05-*

96 .859-05- .856-05- .852-05- .849-05- .846-05- .842-05- .839-05- .835-05-*

97 .859-05- .856-05- .852-05- .849-05- .846-05- .842-05- .839-05- .835-05-*

98 .859-05- .856-05- .852-05- .849-05- .846-05- .842-05- .839-05- .835-05-*

99 .859-05- .856-05- .852-05- .849-05- .846-05- .842-05- .839-05- .835-05-*

* Indicates End-Of-Line HYPHEN.

APPENDIX 66 Factors for Determining Borrowers Principal Limit

                         Factor - Shared Premium Points

                              I n t e r e s t   R a t e

Age  8.000    8.125    8.250    8.375    8.500    8.625    8.750    8.875

62 .371-36  .361-37  .352-39  .343-40  .335-41  .326-42  .318-43  .310-45

63 .382-35  .373-36  .363-37  .354-38  .346-39  .337-40  .329-42  .321-43

64 .393-33  .384-34  .375-35  .366-36  .357-38  .348-39  .340-40  .332-41

65 .405-31  .396-33  .386-34  .377-35  .369-36  .360-37  .352-38  .344-39

66 .417-30  .407-31  .398-32  .389-33  .381-34  .372-35  .364-36  .356-37

67 .429-28  .420-29  .411-30  .402-31  .393-32  .384-33  .376-34  .368-36

68 .442-27  .432-28  .423-29  .414-30  .406-31  .397-32  .389-33  .381-34

69 .454-25  .445-26  .436-27  .427-28  .419-29  .410-30  .402-31  .394-32

70 .467-23  .452-24  .449-25  .441-26  .432-27  .424-28  .415-29  .407-30

71 .481-22  .472-23  .463-24  .454-25  .446-26  .437-27  .429-28  .421-29

72 .494-20  .485-21  .477-22  .468-23  .460-24  .451-25  .443-26  .435-27

73 .508-19  .499-20  .491-21  .482-21  .474-22  .466-23  .458-24  .450-25

74 .522-18  .514-18  .505-19  .497-20  .489-21  .481-22  .473-23  .465-24

75 .537-16  .528-17  .520-18  .512-19  .503-19  .496-20  .488-21  .480-22

76 .551-15  .543-16  .535-16  .527-17  .519-18  .511-19  .503-20  .495-20

77 .566-14  .558-14  .550-15  .542-16  .534-16  .526-17  .519-18  .511-19

78 .521-12  .573-13  .565-14  .557-14  .550-15  .542-16  .535-17  .527-17

79 .596-11  .588-12  .581-12  .573-13  .565-14  .558-14  .551-15  .544-16

80 .611-10  .604-11  .596-11  .589-12  .581-12  .574-13  .567-14  .560-14

81 .626-09  .619-09  .612-10  .604-10  .597-11  .590-12  .583-12  .576-13

82 .641-08  .634-08  .627-09  .620-09  .613-10  .606-10  .599-11  .593-11

83 .656-06  .649-07  .642-07  .636-08  .629-08  .622-09  .616-09  .609-10

84 .671-05  .664-06  .658-06  .651-06  .645-07  .638-07  .632-08  .625-08

85 .686-05- .679-05- .673-05  .667-05  .660-06  .654-06  .648-06  .642-07

86 .700-05- .694-05- .668-05- .682-05- .676-05- .670-05  .664-05  .658-05

87 .715-05- .709-05- .703-05- .697-05- .691-05- .686-05- .680-05- .674-05-*

88 .729-05- .723-05- .718-05- .712-05- .707-05- .701-05- .696-05- .690-05-*

89 .743-05- .738-05- .732-05- .727-05- .722-05- .717-05- .711-05- .706-05-*

90 .757-05- .752-05- .747-05- .742-05- .737-05- .732-05- .727-05- .722-05-*

91 .772-05- .767-05- .762-05- .757-05- .753-05- .748-05- .743-05- .739-05-*

92 .786-05- .782-05- .777-05- .773-05- .768-05- .764-05- .759-05- .755-05-*

93 .800-05- .796-05- .792-05- .788-05- .784-05- .780-05- .776-05- .772-05-*

94 .816-05- .812-05- .808-05- .804-05- .800-05- .797-05- .793-05- .789-05-*

95 .832-05- .829-05- .825-05- .822-05- .818-05- .815-05- .812-05- .808-05-*

96 .832-05- .829-05- .825-05- .822-05- .818-05- .815-05- .812-05- .808-05-*

97 .832-05- .829-05- .825-05- .822-05- .818-05- .815-05- .812-05- .808-05-*

98 .832-05- .829-05- .825-05- .822-05- .818-05- .815-05- .812-05- .808-05-*

99 .832-05- .829-05- .825-05- .822-05- .818-05- .815-05- .812-05- .808-05-*

               Factors for Determining Borrowers Principal Limit

                         Factor - Shared Premium Points

                              I n t e r e s t   R a t e

Age  9.000    9.125    9.250    9.375    9.500    9.625    9.750    9.875

62 .302-46  .294-47  .287-48  .280-50  .273-50+ .267-50+ .260-50+ .253-50+

63 .313-44  .305-45  .298-46  .291-48  .284-49  .277-50  .270-50+ .264-50+

64 .324-42  .316-43  .309-45  .302-46  .295-47  .288-48  .281-50  .275-50+

65 .336-40  .328-41  .321-43  .313-44  .306-45  .299-46  .292-47  .286-49

66 .348-39  .340-40  .333-41  .325-42  .318-43  .311-44  .304-46  .298-47

67 .360-37  .352-38  .345-39  .337-40  .330-41  .323-42  .316-44  .310-45

68 .373-35  .365-36  .358-37  .350-38  .343-39  .336-41  .329-42  .322-43

69 .386-33  .378-34  .371-35  .363-36  .356-38  .349-39  .342-40  .335-41 

70 .400-31  .392-32  .384-33  .377-35  .370-36  .362-37  .356-38  .349-39

71 .413-30  .406-31  .398-32  .391-33  .383-34  .376-35  .369-36  .363-37

72 .428-28  .420-29  .412-30  .405-31  .398-32  .391-33  .384-34  .377-35

73 .442-26  .435-27  .427-28  .420-29  .413-30  .405-31  .399-32  .392-33

74 .457-24  .450-25  .442-26  .435-27  .428-28  .421-29  .414-30  .407-31

75 .472-23  .465-24  .458-25  .450-25  .443-26  .436-27  .429-28  .423-30

76 .488-21  .481-22  .473-23  .466-24  .459-25  .452-26  .445-27  .439-28

77 .504-20  .497-21  .489-21  .482-22  .475-23  .468-24  .462-25  .455-26

78 .520-18  .513-19  .506-20  .499-21  .492-21  .485-22  .478-23  .472-24

79 .536-16  .529-17  .522-18  .515-19  .509-20  .502-20  .495-21  .489-22

80 .553-15  .546-16  .539-16  .532-17  .526-18  .519-19  .513-20  .506-20

81 .569-13  .563-14  .556-15  .549-15  .543-16  .536-17  .530-19  .524-19

82 .586-12  .579-13  .573-13  .566-14  .560-14  .554-15  .547-16  .541-17

83 .603-10  .596-11  .590-12  .584-12  .577-13  .571-13  .565-14  .559-15

84 .619-09  .613-09  .607-10  .601-10  .595-11  .588-11  .583-12  .577-13

85 .636-07  .630-08  .624-08  .618-09  .612-09  .606-10  .600-10  .594-11

86 .652-06  .646-06  .640-06  .635-07  .629-07  .623-07  .618-08  .612-09

87 .668-05- .663-05- .657-05  .652-05  .646-05  .641-06  .635-06  .630-06

88 .685-05- .679-05- .674-05- .669-05- .663-05- .658-05- .653-05- .647-05-*

89 .701-05- .696-05- .691-05- .685-05- .680-05- .675-05- .670-05- .665-05-*

90 .717-05- .712-05- .707-05- .703-05- .698-05- .693-05- .688-05- .683-05-*

91 .734-05- .729-05- .724-05- .720-05- .715-05- .711-05- .706-05- .701-05-*

92 .750-05- .746-05- .742-05- .737-05- .733-05- .729-05- .724-05- .720-05-*

93 .767-05- .763-05- .759-05- .755-05- .751-05- .747-05- .743-05- .739-05-*

94 .785-05- .782-05- .778-05- .774-05- .770-05- .767-05- .763-05- .759-05-*

95 .805-05- .801-05- .798-05- .795-05- .791-05- .788-05- .785-05- .781-05-*

96 .805-05- .801-05- .798-05- .795-05- .791-05- .788-05- .785-05- .781-05-*

97 .805-05- .801-05- .798-05- .795-05- .791-05- .788-05- .785-05- .781-05-*

98 .805-05- .801-05- .798-05- .795-05- .791-05- .788-05- .785-05- .781-05-*

99 .805-05- .801-05- .798-05- .795-05- .791-05- .788-05- .795-05- .781-05-*

               Factors for Determining Borrowers Principal Limit

                         Factor - Shared Premium Points

                              I n t e r e s t   R a t e

Age 10.000   10.125   10.250   10.375   10.500   10.625   10.750   10.875

62 .247-50+ .241-50+ .235-50+ .230-50+ .224-50+ .219-50+ .214-50+ .209-50+

63 .258-50+ .252-50+ .246-50+ .240-50+ .234-50+ .229-50+ .224-50+ .219-50+

64 .268-50+ .262-50+ .256-50+ .250-50+ .245-50+ .239-50+ .234-50+ .229-50+

65 .280-50  .273-50+ .267-50+ .261-50+ .256-50+ .250-50+ .245-50+ .239-50+

66 .291-48  .285-50  .279-50+ .273-50+ .267-50+ .261-50+ .256-50+ .250-50+

67 .303-46  .297-48  .291-49  .285-50  .279-50+ .273-50+ .267-50+ .262-50+

68 .316-44  .309-45  .303-47  .297-48  .291-49  .285-50  .279-50+ .274-50+

69 .329-42  .322-43  .316-45  .310-46  .304-47  .298-48  .292-50  .286-50+

70 .342-40  .336-42  .329-43  .323-44  .317-45  .311-46  .305-47  .299-49

71 .356-38  .349-39  .343-41  .337-42  .331-43  .325-44  .319-45  .313-47

72 .370-36  .364-37  .357-38  .351-40  .345-41  .339-42  .333-43  .327-44

73 .385-34  .378-35  .372-36  .366-38  .360-39  .353-40  .348-41  .342-42

74 .400-32  .394-33  .387-34  .381-36  .375-37  .369-38  .363-39  .357-40

75 .416-30  .409-31  .403-33  .397-34  .390-35  .384-36  .378-37  .372-38

76 .432-29  .425-29  .419-31  .413-32  .407-33  .400-34  .394-35  .389-36

77 .448-27  .442-28  .436-29  .429-30  .423-31  .417-32  .411-33  .405-34

78 .465-25  .459-26  .453-27  .446-28  .440-29  .434-30  .428-31  .422-31

79 .482-23  .476-24  .470-25  .464-26  .458-27  .452-28  .446-29  .440-30

80 .500-21  .494-22  .487-23  .481-24  .475-25  .469-25  .463-26  .458-27

81 .517-19  .511-20  .505-21  .499-22  .493-23  .487-23  .481-24  .476-25

82 .535-17  .529-18  .523-19  .517-20  .511-20  .505-21  .500-22   494-23

83 .553-15  .547-16  .541-17  .535-17  .529-18  .524-19  .518-20  .512-20

84 .571-13  .565-14  .559-15  .553-15  .548-16  .542-17  .537-17  .531-18

85 .589-11  .583-12  .577-12  .572-13  .566-13  .561-14  .555-15  .550-16

86 .607-09  .601-09  .596-10  .590-10  .585-11  .579-12  .574-12  .569-13

87 .624-07  .619-07  .614-08  .608-08  .603-08  .598-09  .593-09  .588-10

88 .642-05- .637-05  .632-05  .627-05  .622-06  .617-06  .612-07  .607-07

89 .660-05- .655-05- .650-05- .645-05- .640-05- .636-05- .631-05- .626-05-*

90 .678-05- .674-05- .669-05- .664-05- .659-05- .655-05- .650-05- .646-05-*

91 .697-05- .692-05- .688-05- .683-05- .679-05- .674-05- .670-05- .665-05-*

92 .716-05- .711-05- .707-05- .703-05- .699-05- .694-05- .690-05- .686-05-*

93 .735-05- .731-05- .727-05- .723-05- .719-05- .715-05- .711-05- .707-05-*

94 .755-05- .752-05- .748-05- .744-05- .741-05- .737-05- .733-05- .730-05-*

95 .778-05- .774-05- .771-05- .768-05- .764-05- .761-05- .758-05- .755-05-*

96 .778-05- .774-05- .771-05- .768-05- .764-05- .761-05- .758-05- .755-05-*

97 .778-05- .774-05- .771-05- .768-05- .764-05- .761-05- .758-05- .755-05-*

98 .778-05- .774-05- .771-05- .768-05- .764-05- .761-05- .758-05- .755-05-*

99 .778-05- .774-05- .771-05- .768-05- .764-05- .761-05- .758-05- .755-05-*

               Factors for Determining Borrowers Principal Limit

                         Factor - Shared Premium Points

                              I n t e r e s t   R a t e

Age 11.000   11.125   11.250   11.375   11.500   11.625   11.750   11.875

62 .204-50+ .199-50+ .195-50+ .190-50+ .186-50+ .182-50+ .178-50+ .174-50+

63 .214-50+ .209-50+ .204-50+ .200-50+ .195-50+ .191-50+ .187-50+ .183-50+

64 .224-50+ .219-50+ .214-50+ .209-50+ .205-50+ .200-50+ .196-50+ .192-50+

65 .234-50+ .229-50+ .224-50+ .219-50+ .215-50+ .210-50+ .206-50+ .202-50+

66 .245-50+ .240-50+ .235-50+ .230-50+ .225-50+ .221-50+ .216-50+ .212-50+

67 .257-50+ .251-50+ .246-50+ .241-50+ .236-50+ .232-50+ .227-50+ .223-50+

68 .268-50+ .263-50+ .258-50+ .253-50+ .248-50+ .243-50+ .239-50+ .234-50+

69 .281-50+ .276-50+ .270-50+ .265-50+ .260-50+ .255-50+ .251-50+ .246-50+

70 .294-50  .288-50+ .283-50+ .278-50+ .273-50+ .268-50+ .263-50+ .258-50+

71 .307-48  .302-49  .297-50+ .291-50+ .286-50+ .281-50+ .276-50+ .271-50+

72 .321-45  .316-47  .310-48  .305-49  .300-50+ .295-50+ .290-50+ .285-50+

73 .336-43  .330-44  .325-46  .319-47  .314-48  .309-50  .304-50+ .299-50+

74 .351-41  .345-42  .340-44  .334-45  .329-46  .324-47  .319-49  .314-50

75 .367-39  .361-40  .355-41  .350-43  .345-44  .339-45  .334-46  .329-47

76 .383-37  .377-38  .372-39  .366-40  .361-42  .355-42  .350-44  .345-45

77 .399-35  .394-36  .388-37  .383-38  .377-39  .372-40  .367-42  .361-42

78 .417-33  .411-34  .405-35  .400-36  .394-37  .389-38  .384-39  .379-40

79 .434-30  .428-31  .423-33  .417-33  .412-35  .407-36  .401-37  .396-38

80 .452-28  .446-29  .441-30  .435-31  .430-32  .424-33  .419-34  .414-35

81 .470-26  .464-27  .459-28  .453-29  .448-30  .443-31  .438-32  .432-33

82 .488-24  .483-25  .477-25  .472-26  .467-27  .461-28  .456-29  .451-30

83 .507-21  .502-22  .496-23  .491-24  .485-25  .480-26  .475-27  .470-27

84 .526-19  .520-20  .515-20  .510-21  .505-22  .499-23  .494-24  .489-25

85 .545-16  .539-17  .534-18  .529-18  .524-19  .519-20  .514-21  .509-22

86 .564-13  .558-14  .553-15  .548-15  .543-16  .538-17  .533-17  .529-18

87 .583-10  .578-11  .573-11  .568-12  .563-13  .558-13  .553-14  .548-14

88 .602-07  .597-08  .592-08  .587-09  .582-09  .578-10  .573-10  .568-11

89 .621-05- .616-05  .612-05  .607-05  .602-06  .598-06  .593-06  .589-07

90 .641-05- .636-05- .632-05- .627-05- .623-05- .618-05- .614-05- .610-05-*

91 .661-05- .657-05- .652-05- .648-05- .644-05- .639-05- .635-05- .631-05-*

92 .682-05- .678-05- .673-05- .669-05- .665-05- .661-05- .657-05- .653-05-*

93 .703-05- .699-05- .695-05- .691-05- .687-05- .684-05- .680-05- .676-05-*

94 .726-05- .722-05- .719-05- .715-05- .711-05- .708-05- .704-05- .701-05-*

95 .751-05- .748-05- .745-05- .741-05- .738-05- .735-05- .732-05- .728-05-*

96 .751-05- .748-05- .745-05- .741-05- .738-05- .735-05- .732-05- .728-05-*

97 .751-05- .748-05- .745-05- .741-05- .738-05- .735-05- .732-05- .728-05-*

98 .751-05- .748-05- .745-05- .741-05- .738-05- .735-05- .732-05- .728-05-*

99 .751-05- .748-05- .745-05- .741-05- .738-05- .735-05- .732-05- .728-05-*

               Factors for Determining Borrowers Principal Limit

                         Factor - Shared Premium Points

                              I n t e r e s t   R a t e

Age 12.000   12.125   12.250   12.375   12.500   12.625   12.750   12.875

62 .170-50+ .166-50+ .163-50+ .159-50+ .156-50+ .152-50+ .149-50+ .146-50+

63 .179-50+ .175-50+ .171-50+ .167-50+ .164-50+ .161-50+ .157-50+ .154-50+

64 .188-50+ .184-50+ .180-50+ .176-50+ .173-50+ .169-50+ .166-50+ .162-50+

65 .197-50+ .193-50+ .189-50+ .186-50+ .182-50+ .178-50+ .175-50+ .171-50+

66 .208-50+ .203-50+ .199-50+ .195-50+ .192-50+ .188-50+ .184-50+ .181-50+

67 .218-50+ .214-50+ .210-50+ .206-50+ .202-50+ .198-50+ .194-50+ .191-50+

68 .230-50+ .225-50+ .221-50+ .217-50+ .213-50+ .209-50+ .205-50+ .201-50+

69 .241-50+ .237-50+ .233-50+ .228-50+ .224-50+ .220-50+ .216-50+ .212-50+

70 .254-50+ .249-50+ .245-50+ .240-50+ .236-50+ .232-50+ .228-50+ .224-50+

71 .267-50+ .262-50+ .257-50+ .253-50+ .249-50+ .244-50+ .240-50+ .236-50+

72 .280-50+ .275-50+ .271-50+ .266-50+ .262-50+ .257-50+ .253-50+ .249-50+

73 .294-50+ .289-50+ .285-50+ .280-50+ .276-50+ .271-50+ .267-50+ .263-50+

74 .309-50+ .304-50+ .299-50+ .295-50+ .290-50+ .285-50+ .281-50+ .277-50+

75 .324-49  .319-50  .314-50+ .310-50+ .305-50+ .300-50+ .296-50+ .292-50+

76 .340-46  .335-47  .330-49  .325-50  .321-50+ .316-50+ .311-50+ .307-50+

77 .356-44  .351-45  .346-46  .342-47  .337-49  .332-50  .328-50+ .323-50+

78 .373-41  .368-42  .363-43  .359-45  .354-46  .349-47  .344-48  .340-50

79 .391-39  .386-40  .381-41  .376-42  .371-43  .367-45  .362-46  .357-47

80 .409-36  .404-37  .399-39  .394-40  .389-41  .384-42  .380-43  .375-44

81 .427-34  .422-35  .417-36  .412-37  .408-38  .403-39  .398-40  .393-41

82 .446-31  .441-32  .436-33  .431-34  .426-35  .422-36  .417-37  .412-38

83 .465-28  .460-29  .455-30  .450-31  .445-32  .441-33  .436-34  .431-35

84 .484-25  .479-26  .474-27  .470-28  .465-29  .460-30  .455-31  .451-32

85 .504-22  .499-23  .494-24  .489-25  .485-26  .480-27  .475-27  .471-28

86 .524-19  .519-20  .514-20  .509-21  .505-22  .500-23  .495-23  .491-24

87 .543-15  .539-16  .534-16  .529-17  .525-18  .520-18  .516-19  .511-20

88 .564-11  .559-12  .554-12  .550-13  .545-13  .541-14  .536-14  .532-15

89 .584-07  .580-08  .575-08  .571-08  .566-09  .562-09  .558-10  .553-10

90 .605-05- .601-05- .596-05- .592-05  .588-05  .584-05  .579-05  .575-06

91 .627-05- .622-05- .618-05- .614-05- .610-05- .606-05- .602-05- .598-05-*

92 .649-05- .645-05- .641-05- .637-05- .633-05- .629-05- .625-05- .621-05-*

93 .672-05- .668-05- .665-05- .661-05- .657-05- .653-05- .650-05- .646-05-*

94 .697-05- .694-05- .690-05- .687-05- .683-05- .680-05- .676-05- .673-05-*

95 .725-05- .722-05- .719-05- .715-05- .712-05- .709-05- .706-05- .703-05-*

96 .725-05- .722-05- .719-05- .715-05- .712-05- .709-05- .706-05- .703-05-*

97 .725-05- .722-05- .719-05- .715-05- .712-05- .709-05- .706-05- .703-05-*

98 .725-05- .722-05- .719-05- .715-05- .712-05- .709-05- .706-05- .703-05-*

99 .725-05- .722-05- .719-05- .715-05- .712-05- .709-05- .706-05- .703-05-*

               Factors for Determining Borrowers Principal Limit

                         Factor - Shared Premium Points

                              I n t e r e s t   R a t e

Age 13.000   13.125   13.250   13.375   13.500   13.625   13.750   13.875

62 .143-50+ .140-50+ .137-50+ .134-50+ .132-50+ .129-50+ .127-50+ .124-50+

63 .151-50+ .148-50+ .145-50+ .142-50+ .139-50+ .136-50+ .134-50+ .131-50+

64 .159-50+ .156-50+ .153-50+ .150-50+ .147-50+ .144-50+ .141-50+ .139-50+

65 .168-50+ .165-50+ .161-50+ .158-50+ .155-50+ .152-50+ .150-50+ .147-50+

66 .177-50+ .174-50+ .171-50+ .167-50+ .164-50+ .161-50+ .158-50+ .155-50+

67 .187-50+ .184-50+ .180-50+ .177-50+ .174-50+ .171-50+ .167-50+ .164-50+

68 .198-50+ .194-50+ .190-50+ .187-50+ .184-50+ .180-50+ .177-50+ .174-50+

69 .208-50+ .205-50+ .201-50+ .198-50+ .194-50+ .191-50+ .188-50+ .184-50+

70 .220-50+ .216-50+ .213-50+ .209-50+ .205-50+ .202-50+ .199-50+ .195-50+

71 .232-50+ .228-50+ .225-50+ .221-50+ .217-50+ .214-50+ .210-50+ .207-50+

72 .245-50+ .241-50+ .237-50+ .233-50+ .230-50+ .226-50+ .222-50+ .219-50+

73 .258-50+ .254-50+ .250-50+ .246-50+ .243-50+ .239-50+ .235-50+ .232-50+

74 .273-50+ .268-50+ .264-50+ .260-50+ .256-50+ .253-50+ .249-50+ .245-50+

75 .287-50+ .283-50+ .279-50+ .275-50+ .271-50+ .267-50+ .263-50+ .259-50+

76 .303-50+ .298-50+ .294-50+ .290-50+ .286-50+ .282-50+ .278-50+ .274-50+

77 .319-50+ .314-50+ .310-50+ .306-50+ .302-50+ .298-50+ .294-50+ .290-50+

78 .335-50+ .331-50+ .327-50+ .322-50+ .318-50+ .314-50+ .310-50+ .306-50+

79 .353-48  .348-49  .344-50+ .340-50+ .335-50+ .331-50+ .327-50+ .323-50+

___________________________________________________________________________

80 .371-46  .366-47  .362-48  .357-49  .353-50  .349-50+ .345-50+ .340-50+

81 .389-43  .384-44  .380-45  .375-46  .371-47  .367-48  .363-50  .359-50+

82 .408-40  .403-41  .399-42  .394-43  .390-44  .386-45  .381-46  .377-47

83 .427-36  .422-37  .418-39  .413-39  .409-41  .405-42  .400-43  .396-44

84 .446-33  .441-34  .437-35  .433-36  .429-37  .424-38  .420-39  .416-40

85 .466-29  .462-30  .457-31  .453-32  .449-33  .444-34  .440-35  .436-36

86 .486-25  .482-26  .478-27  .473-28  .469-29  .465-30  .460-31  .456-32

87 .507-21  .503-22  .498-22  .494-23  .490-24  .485-25  .481-26  .477-27

88 .528-16  .523-16  .519-17  .515-18  .511-19  .507-20  .502-20  .498-21

89 .549-11  .545-11  .541-12  .537-13  .532-13  .528-14  .524-14  .520-15

90 .571-06  .567-06  .563-07  .559-07  .555-08  .551-08  .547-08  .543-09

91 .594-05- .590-05- .586-05- .582-05- .578-05- .574-05- .570-05- .566-05-*

92 .617-05- .613-05- .610-05- .606-05- .602-05- .598-05- .595-05- .591-05-*

93 .642-05- .639-05- .635-05- .631-05- .628-05- .624-05- .620-05- .617-05-*

94 .669-05- .666-05- .662-05- .659-05- .656-05- .652-05- .649-05- .645-05-*

95 .700-05- .696-05- .693-05- .690-05- .687-05- .684-05- .681-05- .678-05-*

96 .700-05- .696-05- .693-05- .690-05- .687-05- .684-05- .681-05- .678-05-*

97 .700-05- .696-05- .693-05- .690-05- .687-05- .684-05- .681-05- .678-05-*

98 .700-05- .696-05- .693-05- .690-05- .687-05- .684-05- .681-05- .678-05-*

99 .700-05- .696-05- .693-05- .690-05- .687-05- .684-05- .681-05- .678-05-*

               Factors for Determining Borrowers Principal Limit

                         Factor - Shared Premium Points

                              I n t e r e s t   R a t e

Age 14.000   14.125   14.250   14.375   14.500   14.625   14.750   14.875

62 .122-50+ .119-50+ .117-50+ .115-50+ .113-50+ .111-50+ .109-50+ .107-50+

63 .129-50+ .126-50+ .124-50+ .122-50+ .119-50+ .117-50+ .115-50+ .113-50+

64 .136-50+ .134-50+ .131-50+ .129-50+ .126-50+ .124-50+ .122-50+ .120-50+

65 .144-50+ .141-50+ .139-50+ .136-50+ .134-50+ .132-50+ .129-50+ .127-50+

66 .153-50+ .150-50+ .147-50+ .145-50+ .142-50+ .140-50+ .137-50+ .135-50+

67 .162-50+ .159-50+ .156-50+ .153-50+ .151-50+ .148-50+ .145-50+ .143-50+

68 .171-50+ .168-50+ .165-50+ .162-50+ .160-50+ .157-50+ .154-50+ .152-50+

69 .181-50+ .178-50+ .175-50+ .172-50+ .169-50+ .167-50+ .164-50+ .161-50+

70 .192-50+ .189-50+ .186-50+ .183-50+ .180-50+ .177-50+ .174-50+ .171-50+

71 .203-50+ .200-50+ .197-50+ .194-50+ .191-50+ .188-50+ .185-50+ .182-50+

72 .215-50+ .212-50+ .209-50+ .206-50+ .202-50+ .199-50+ .196-50+ .193-50+

73 .228-50+ .225-50+ .221-50+ .218-50+ .215-50+ .212-50+ .208-50+ .205-50+

74 .241-50+ .238-50+ .234-50+ .231-50+ .228-50+ .224-50+ .221-50+ .218-50+

75 .256-50+ .252-50+ .248-50+ .245-50+ .241-50+ .238-50+ .235-50+ .231-50+

76 .270-50+ .267-50+ .263-50+ .259-50+ .256-50+ .252-50+ .249-50+ .246-50+

77 .286-50+ .282-50+ .278-50+ .275-50+ .271-50+ .267-50+ .264-50+ .261-50+

78 .302-50+ .298-50+ .294-50+ .291-50+ .287-50+ .283-50+ .280-50+ .276-50+

79 .319-50+ .315-50+ .311-50+ .307-50+ .304-50+ .300-50+ .296-50+ .293-50+

80 .336-50+ .332-50+ .328-50+ .325-50+ .321-50+ .317-50+ .313-50+ .310-50+

81 .354-50+ .350-50+ .346-50+ .343-50+ .339-50+ .335-50+ .331-50+ .327-50+

82 .373-49  .369-50  .365-50+ .361-50+ .357-50+ .353-50+ .349-50+ .346-50+

83 .392-45  .388-46  .384-48  .380-49  .376-50  .372-50+ .368-50+ .365-50+

84 .412-42  .408-43  .403-44  .399-45  .396-46  .392-47  .388-48  .384-50

85 .432-37  .428-39  .424-40  .419-40  .416-42  .412-43  .408-44  .404-45

86 .452-33  .448-34  .444-35  .440-36  .436-37  .432-38  .428-39  .424-40

87 .473-28  .469-29  .465-29  .461-30  .457-31  .453-32  .449-33  .445-34

88 .494-22  .490-22  .486-23  .482-24  .478-25  .474-26  .471-27  .467-28

89 .516-15  .512-16  .508-17  .504-17  .500-18  .497-19  .493-20  .489-20

90 .539-09  .535-10  .531-10  .527-11  .523-11  .520-12  .516-12  .512-13

91 .562-05- .559-05- .555-05  .551-05  .547-05  .544-05  .540-06  .536-06

92 .587-05- .583-05- .580-05- .576-05- .572-05- .569-05- .565-05- .562-05-*

93 .613-05- .610-05- .606-05- .603-05- .599-05- .596-05- .592-05- .589-05-*

94 .642-05- .639-05- .635-05- .632-05- .629-05- .626-05- .622-05- .619-05-*

95 .675-05- .672-05- .669-05- .666-05- .663-05- .660-05- .657-05- .654-05-*

96 .675-05- .672-05- .669-05- .666-05- .663-05- .660-05- .657-05- .654-05-*

97 .675-05- .672-05- .669-05- .666-05- .663-05- .660-05- .657-05- .654-05-*

98 .675-05- .672-05- .669-05- .666-05- .663-05- .660-05- .657-05- .654-05-*

99 .675-05- .672-05- .669-05- .666-05- .663-05- .660-05- .657-05- .654-05-*

               Factors for Determining Borrowers Principal Limit

                         Factor - Shared Premium Points

                              I n t e r e s t   R a t e

Age 15.000   15.125   15.250   15.375   15.500   15.625   15.750   15.875

62 .105-50+ .103-50+ .101-50+ .099-50+ .097-50+ .096-50+ .094-50+ .093-50+

63 .111-50+ .109-50+ .107-50+ .105-50+ .103-50+ .102-50+ .100-50+ .098-50+

64 .118-50+ .116-50+ .114-50+ .112-50+ .110-50+ .108-50+ .106-50+ .104-50+

65 .125-50+ .123-50+ .121-50+ .119-50+ .117-50+ .115-50+ .113-50+ .111-50+

66 .132-50+ .130-50+ .128-50+ .126-50+ .124-50+ .122-50+ .120-50+ .118-50+

67 .141-50+ .138-50+ .136-50+ .134-50+ .132-50+ .130-50+ .127-50+ .125-50+

68 .149-50+ .147-50+ .145-50+ .142-50+ .140-50+ .138-50+ .136-50+ .133-50+

69 .159-50+ .156-50+ .154-50+ .151-50+ .149-50+ .147-50+ .144-50+ .142-50+

70 .169-50+ .166-50+ .163-50+ .161-50+ .158-50+ .156-50+ .154-50+ .151-50+

71 .179-50+ .176-50+ .174-50+ .171-50+ .169-50+ .166-50+ .164-50+ .161-50+

72 .190-50+ .188-50+ .185-50+ .182-50+ .179-50+ .177-50+ .174-50+ .172-50+

73 .202-50+ .199-50+ .196-50+ .194-50+ .191-50+ .188-50+ .186-50+ .183-50+

74 .215-50+ .212-50+ .209-50+ .206-50+ .203-50+ .200-50+ .198-50+ .195-50+

75 .228-50+ .225-50+ .222-50+ .219-50+ .216-50+ .213-50+ .210-50+ .208-50+

76 .242-50+ .239-50+ .236-50+ .233-50+ .230-50+ .227-50+ .224-50+ .221-50+

77 .257-50+ .254-50+ .251-50+ .247-50+ .244-50+ .241-50+ .238-50+ .235-50+

78 .273-50+ .269-50+ .266-50+ .263-50+ .260-50+ .256-50+ .253-50+ .250-50+

79 .289-50+ .286-50+ .282-50+ .279-50+ .276-50+ .272-50+ .269-50+ .266-50+

80 .306-50+ .303-50+ .299-50+ .296-50+ .292-50+ .289-50+ .286-50+ .282-50+

81 .324-50+ .320-50+ .317-50+ .313-50+ .310-50+ .306-50+ .303-50+ .300-50+

82 .342-50+ .338-50+ .335-50+ .331-50+ .328-50+ .324-50+ .321-50+ .317-50+

83 .361-50+ .357-50+ .353-50+ .350-50+ .346-50+ .343-50+ .339-50+ .336-50+

84 .380-50+ .376-50+ .373-50+ .369-50+ .366-50+ .362-50+ .358-50+ .355-50+

85 .400-46  .396-47  .393-49  .389-50  .386-50+ .382-50+ .378-50+ .375-50+

86 .421-41  .417-42  .413-43  .409-44  .406-46  .402-47  .399-48  .395-49

87 .442-35  .438-36  .434-37  .430-38  .427-40  .423-41  .420-42  .416-43

88 .463-29  .459-29  .456-31  .452-31  .448-32  .445-34  .441-34  .438-36

89 .485-21  .482-22  .478-23  .474-23  .471-24  .467-25  .464-26  .460-27

90 .508-13  .505-14  .501-14  .498-15  .494-16  .490-16  .487-17  .483-17

91 .533-06  .529-07  .526-07  .522-07  .518-08  .515-08  .512-09  .508-09

92 .558-05- .555-05- .551-05- .548-05- .544-05- .541-05- .538-05- .534-05-*

93 .586-05- .582-05- .579-05- .576-05- .572-05- .569-05- .566-05- .562-05-*

94 .616-05- .613-05- .610-05- .606-05- .603-05- .600-05- .597-05- .594-05-*

95 .651-05- .648-05- .645-05- .642-05- .639-05- .636-05- .633-05- .630-05-*

96 .651-05- .648-05- .645-05- .642-05- .639-05- .636-05- .633-05- .630-05-*

97 .651-05- .648-05- .645-05- .642-05- .639-05- .636-05- .633-05- .630-05-*

98 .651-05- .648-05- .645-05- .642-05- .639-05- .636-05- .633-05- .630-05-*

99 .651-05- .648-05- .645-05- .642-05- .639-05- .636-05- .633-05- .630-05-*

APPENDIX 67 Suggested Form of Periodic Disclosure ARM Notice

                                                for a Reverse Mortgage

Lender Name                                                                     Date

        Address

        Telephone No.

Borrower(s) Name

        Address

        RE:Notice of changes in your interest rate on your adjustable rate

reverse mortgage.

     Dear Borrower:

On _______(date)________, the interest rate on your adjustable rate

reverse mortgage (ARM) will ______(increase/decrease)____ from ______%

to ______%.

                Your present interest rate was based on an index value of

______%.  To determine your new interest rate, we added the current

index value of _____% as of __________________________, to the agreed

upon margin of _____% for a total of _____% (rounded to the nearest

1/8th percent).

                (*Your new interest rate of _____% may not be more than two

percent higher or lower than your prior rate of _____%.)  The initial

interest rate on your mortgage was _____%, which may not be increased

beyond _____% during the life of the mortgage.

          If you have any questions, please call _____________________

at the telephone number listed above, or you may use the toll-free

numbers previously provided.

                                                        Sincerely,

        NOTE:If the annual ARM Notice is designed to include all the

essential factors for calculation of the new interest rate,

a file copy should be sufficient to reflect the computation.

· if applicable

APPENDIX 68 HOME EQUITY CONVERSION LOAN AGREEMENT

    This agreement is made this ________ day of ___________________________

__________________________, 1989, among ___________________________________

________________ ("Borrower") and _________________________________________

___________________ ("Lender") and the Secretary of the Department of

Housing and Urban Development ("Secretary").

                        Article 1 - Definitions

 1.1."Expected Average Mortgage Interest Rate" means the amount

indicated on the attached payment plan.  It is a constant

interest rate used to calculate monthly payments to the Borrower

throughout the life of the loan.

 1.2."Loan Advances" means all funds advanced from or charged to

Borrower's account under conditions set forth in this Loan

Agreement, whether or not actually paid to Borrower.

 1.3."Loan Documents" means the Note, Second Note, Security Instrument

and Second Security Instrument.

 1.4."Maximum Claim Amount" means the lesser of the appraised value of

the property or the maximum dollar amount for an area established

by the Secretary for a one-family residence under section

203(b)(2) of the National Housing Act (as adjusted where

applicable under section 214 of the National Housing Act).  Both

the appraised value and the maximum dollar amount for the area

shall be as of the date the conditional commitment is issued.

Closing costs shall not be taken into account in determining

appraised value.

 1.5."Note" means the promissory note signed by Borrower together with

this Loan Agreement and given to Lender to evidence Borrower's

promise to repay, with interest, Loan Advances by Lender or

Lender's assignees.

 1.6."Principal" or "Principal Balance" means the sum of all Loan

Advances made as of a particular date, including interest and

mortgage insurance premiums.

 1.7."Principal Limit" means the amount indicated on the attached

payment plan when this Loan Agreement is executed, and increases

each month for the life of the loan at a rate equal to

one-twelfth of the sum of the Expected Average Mortgage Interest

Rate and one-half 

of one percent.  The Principal Limit is calculated by multiplying

the Maximum Claim Amount by a factor supplied by the Secretary,

which is based on the age of the youngest Borrower and the

Expected Average Mortgage Interest Rate.

 1.8."Principal Residence" means the dwelling where the Borrower

maintains his or her permanent place of abode, and typically

spends the majority of the calendar year.  A person may have only

one principal residence at any one time.  The Property shall be

considered to be the Principal Residence of any Borrower who is

temporarily or permanently in a health care institution as long

as the property is the Principal Residence of at least one other

Borrower who is not in a health care institution.

 1.9."Property" means Borrower's property identified in the First and

Second Security Instruments.

1.10."Second Note" means the promissory note signed by Borrower

together with this Loan Agreement and given to the Secretary to

evidence Borrower's promise to repay, with interest, Loan

Advances by the Secretary secured by the Second Mortgage.

1.11."Second Security Instrument" means the mortgage, deed of trust,

security deed or other security instrument which is signed by

Borrower together with this Loan Agreement and which secures the

Second Note.

1.12."Security Instrument" means the mortgage, deed of trust, security

deed or other security instrument which is signed by Borrower

together with this Loan Agreement and which secures the Note.

                        Article 2 - Loan Advances

 2.1.General.  Lender agrees to make Loan Advances under the

conditions set forth in this Loan Agreement in consideration of

the Note and Mortgage given by Borrower on the same date as this

Loan Agreement.

 2.2.  Initial Advances.

          2.2.1.Loan Advances shall be used by Lender to pay, or reimburse

Borrower for, closing costs listed in the Schedule of

Closing Costs attached to and

                 made a part of this Loan Agreement, except that Loan

Advances will only be used to pay origination fees in an

amount equal to one percent (1%) of the maximum claim

amount.

          2.2.2.Loan Advances shall be used by Lender to discharge the liens

on the property listed in the Schedule of Liens.

          2.2.3.Lender shall pay an initial Loan Advance to Borrower in the

amount indicated on the attached payment plan.

          2.2.4.Initial advances required by this Section 2.2.  shall be

made as soon as such advances are permitted by the

applicable provisions of 12 CFR Part 226 (Truth in Lending)

governing Borrower's right of rescission, but not before

that time.

 2.3.  Set Asides.

          2.3.1.Amounts set aside from the Principal Limit shall not be

considered Loan Advances or bear interest except to the

extent actually disbursed or earned by Lender.

          2.3.2.Lender shall initially set aside from the Principal Limit

the amount indicated on the attached payment plan for

repairs to be made in accordance with a Repair Rider

attached to and made a part of this Loan Agreement.

          2.3.3.Lender shall initially set aside from the Principal Limit

the amount indicated on the attached payment plan to be

applied to payments due for first year property charges

consisting taxes, hazard insurance, ground rents and

assessments.

          2.3.4.Lender shall initially set aside from the Principal Limit

the amount indicated on the attached payment plan to be

applied to payment due for a fixed monthly charge for

servicing activities of Lender or servicer.  A servicing fee

set aside, if any, is not available to the borrower for any

purpose, except to pay for loan servicing.

 2.4.  Charges and Fees.  Borrower shall pay to Lender reasonable and

          customary charges and fees after endorsement as permitted under 24

          CFR 206.207.  Such amounts shall be considered Loan Advances when

          actually disbursed by Lender.

 2.5.  Monthly Payments.

          2.5.1.Loan Advances paid directly to the Borrower shall be made in

equal monthly payments if requested by Borrower.

          2.5.2.Monthly payments shall be calculated for either the term

payment plan or the tenure payment plan, as requested by

Borrower.

          2.5.3.Monthly payments under the term payment plan are made only

during a term chosen by the Borrower and shall be calculated

so that the sum of (i) (ii) added to (iii), (iv), (v) and

(vi) shall be equal to or less than the Principal Limit at

the end of the term:

                           (i)Initial Advances under Section 2.2., plus any

servicing fee set aside under Subsection 2.3.4.,

or

                          (ii)The outstanding principal balance of the Loan at

the time of a change in payments under Sections

2.8. and 2.9. plus any servicing fee set aside

under Subsection 2.3.3., and

                         (iii)The portion of the Principal Limit set aside as a

line of credit under Section 2.7., including any

set asides for repairs (Subsection 2.3.2.) and

first year property charges (Subsection 2.3.3.)

and

                          (iv)All monthly payments due through the payment term,

including funds withheld for payment of property

charges under Section 2.10., and

                           (v)All mortgage insurance premiums, or monthly

charges due to the Secretary in

lieu of mortgage insurance premiums, which are due

through the payment term, and

                          (vi)All interest through the payment term.  The

Expected Average Mortgage Interest Rate shall be

used for this purpose.

          2.5.4.Monthly payments under the tenure payment plan shall be

calculated as in Subsection 2.5.3 as if there were a payment

term with the number of months in the term equal to the sum

of 100 minus the age of the youngest Borrower multiplied by

12, but payments shall continue until the loan becomes due

and payable as provided in the Loan Documents.

          2.5.5.Monthly payments shall be paid Borrower on the first

business day of a month beginning with the first month after

closing.

          2.5.6.Borrower has requested monthly payments as indicated on the

attached payment plan.  The payment plan may be changed by

Borrower as provided in Sections 2.8. and 2.9.

 2.6.  Line of Credit without Monthly Payments.

          2.6.1.Borrower can request Loan Advances under a line of credit

payment plan in amounts and at times determined by the

Borrower, if the Principal Balance of the loan after the

Loan Advance is made is less than or equal to the applicable

Principal Limit, excluding any portion of the Principal

Limit set aside under Section 2.3.

          2.6.2.Line of credit payments shall be paid to Borrower within

five business days after the mortgagee has received a

written request for payment by Borrower.

          2.6.3.Lender may specify a form for line of credit payment

requests.

          2.6.4.Lender shall provide Borrower with a statement of the

account every time a line of credit payment is made.  The

statement shall include the current interest rate, the

previous principal balance,

                the amount of the current Loan Advance, the current

principal balance after the Loan Advance, and the current

Principal Limit.

 2.7.  Line of Credit without Monthly Payments.

          2.7.1.A Borrower may receive monthly payments under either a term

or tenure payment plan combined with a line of credit, as

indicated on the attached payment plan.

          2.7.2.Subsections 2.6.2., 2.6.3. and 2.6.4. apply to a line of

credit combined with term or tenure payments.

          2.7.3.If Borrower combines a line of credit set aside with a term

or tenure payment plan, the Principal Limit is divided into:

(a) an amount for the line of credit payments, (b) an amount

for monthly payments which shall be calculated under

Subsection 2.5.3. or 2.5.4. and (c) an amount for a

servicing fee set aside, if required by Lender under

Subsection 2.3.4.  Each part of the Principal Limit

increases independently at the same rate as the total

Principal Limit increases under Section 1.7.  Borrower can

request Loan Advances in amounts and at times determined by

Borrower, if the requested amount is less than or equal to

the difference between (a) the Principal Limit applicable to

the line of credit set aside and (b) the portion of the

outstanding Principal Balance attributable to draws on the

line of credit, including accrued interest and mortgage

insurance premium or monthly charge due to the Secretary,

but excluding any portion of the Principal Limit set aside

under Subsection 2.3.2.  and 2.3.3.

          2.7.4.Partial Prepayments.  A Borrower receiving monthly payments

in combination with a line of credit may specify to which

account a partial prepayment is to be applied.  If Borrower

does not designate an account, Lender shall apply any

partial prepayments to an existing line of credit or create

a new line of credit.

 2.8.  Change in Payments Generally.

          2.8.1.Whenever the Principal Balance of the loan is less than the

Principal Limit, Borrower may change from any payment plan

allowable under this Loan Agreement to another.

          2.8.2.If Borrower requests the monthly payments be made after a

change in payment plan, Lender shall recalculate future

monthly payments in accordance with Subsections 2.5.3 or

2.5.4.

          2.8.3.Lender may charge a fee not to exceed twenty dollars,

whenever payments are recalculated and in any other

circumstances in which Borrower is required to sign a form

acknowledging a change in payment plan as provided in

Subsection 2.8.5.

          2.8.4.Loan Advances under a new payment plan shall be paid to

Borrower in the same manner and within the time period

required under Sections 2.5., 2.6. or 2.7., and Subsections

2.5.5. or 2.6.2.

          2.8.5.Changes in the payment plan must be acknowledged by Borrower

by signing a form containing the same information as the

attached payment plan.  Lender shall provide a copy of the

completed form to Borrower.

2.9.   Change in Payments Due to Initial Repairs.

          2.9.1.If initial repairs after closing, made in accordance with

the Repair Rider, are completed without using all of the

repair set aside, Lender shall inform Borrower of the

completion and the amount then available to the Borrower to

be drawn under a line of credit.

          2.9.2.If initial repairs after closing, made in accordance with

the Repair Rider, cannot be fully funded from the repair set

aside, any additional Loan Advances needed to complete

repairs shall be made in the manner provided under Section

2.16.

          2.9.3.If initial repairs are not completed when required by the

Repair Rider, Borrower shall not request and Lender shall

not make any further payments, except as needed to pay for

repairs required by the Repair Rider.  In order to

        complete the required repairs, Loan Advances shall be made

first from the repair set aside, and then in the manner

provided under Section 2.16.

 2.10. Payment of Property Charges.

          2.10.1.Borrower has elected to require Lender to use Loan Advances

to pay property charges consisting of taxes, hazard

insurance premiums, ground rents and assessments if

indicated on the attached payment plan.  Borrower may change

this election by notifying Lender and at that time Lender

shall pay to Borrower any amounts withheld from the Loan

Advances to pay property charges.

          2.10.2.If Borrower has made the election under Subsection 2.10.1.

and Borrower is receiving monthly payments, Lender shall

withhold amounts from each monthly payment and use the

amounts withheld to make timely payments of property

charges.  The amounts withheld shall be calculated as

provided in Subsection 2.10.3.  Amounts withheld from

monthly payments shall not be treated as Loan Advances and

shall not bear interest except to the extent actually

disbursed by Lender.

          2.10.3.Lender shall withhold from each monthly payment an amount to

pay and (a) taxes and special assessments levied or to be

levied against the Property, (b) leasehold payments or

ground rents on the Property, and (c) premiums for fire,

flood and other hazard insurance required by the Security

Instrument.  Each monthly withholding for items (a), (b) and

(c) shall equal one-twelfth of the annual amounts, as

reasonably estimated by Lender.  The full annual amount for

each item shall be paid by Lender before an item would

become delinquent.  Lender shall add the amounts for items

(a), (b) and (c) to the Principal Balance when paid.  If at

any time the withholding for item (a), (b), or (c) exceeds

the amount of actual property charges, Lender shall pay the

excess withholding to Borrower and add it to the Principal

Balance.  If the total of the withholding for item (a), (b),

or (c) is insufficient to

                pay the item when due, the amount necessary to make up the

deficiency on or before the date the item becomes due shall

be paid as a Loan Advance in the manner provided under

Section 2.16.

          2.10.4.If Borrower has made the election under Subsection 2.10.1.

and Borrower is not receiving monthly payments, Lender shall

make Loan Advances under the line of credit payment plan as

needed to make timely payments of property charges, provided

that no such Loan Advances shall exceed the amount permitted

by Section 2.6.1.

          2.10.5.If Borrower fails to pay the property charges in a timely

manner, and has not elected to have Lender make the

payments, Lender shall pay the property charges as a Loan

Advance as required under Section 2.16.  If a pattern of

missed payments occurs, Lender may establish procedures to

pay the property charges from Borrower's funds as if

Borrower elected to have Lender pay the property charges.

          2.10.6.Lender shall immediately notify any Borrower who has made

the election under Subsection 2.10.1.  whenever Lender

determines that amounts available from monthly payments or

line of credit payments will be insufficient to pay property

charges.

2.11.  Insurance and Condemnation Proceeds.  If insurance or condemnation

          proceeds are awarded, as provided for in the Security Instrument,

          (and the insurance proceeds are not applied to restoration or repair

          of the damaged property), the Principal Balance shall be reduced by

          the amount of the proceeds and the available loan funds shall be

          recalculated.  At the same time, the Principal Limit also shall be

          reduced by the amount of the proceeds.

2.12.  Interest.

          2.12.1.Interest shall be calculated as provided in the Loan

Documents.

          2.12.2.Interest shall accrue daily and be added to the principal

balance as a Loan Advance at the end of each month.

2.13.  Mortgage Insurance Premium (MIP); Monthly Charge.

          2.13.1.Monthly MIP shall be calculated as provided in 24 CFR Part

206.  If the mortgage is held by the Secretary, a monthly

charge shall be due to the Secretary and shall be calculated

in the same manner as MIP.

          2.13.2.The full amount of monthly MIP or monthly charge, including

any portion of the MIP retained by a Lender under 24 C.F.R.

206.109, shall be considered to be a Loan Advance to

Borrower on the later of the first day of the month or the

day Lender pays the MIP to the Secretary, if any MIP is due

to the Secretary.  In the event that the Note becomes due

and payable or the Note is prepaid in full in the middle of

the month, Lender may add the accrued MIP to the debt or the

Secretary may add the accrued monthly charge to the debt.

          2.13.3.Any monthly charge due the Secretary shall be collected from

Loan Advances.

2.14.  Manner of Payment.  For purposes of this Section "Borrower" shall

          not include any person who signed this Loan Agreement but who has a

          Principal Residence different from the Property.  Only a Borrower

          has a right to receive Loan Advances.  Borrowers shall choose to

          receive Loan Advances by either electronic funds transfer to a bank

          account designated by all Borrowers or by check mailed to an address

          designated by all Borrowers, except where all Borrowers agree that

          payment should be made directly to a third party for the benefit of

          the Borrowers.  Borrowers may change the manner of payment by

          notifying Lender.

2.15.  Protection of Property.

          2.15.1.If Borrower vacates or abandons the property, or if Borrower

is in default under Security Instrument, then Lender may

make reasonable expenditures to protect and preserve the

property and these expenditures will be considered Loan

Advances as required under Section 2.16.

          2.15.2.If Borrower fails to pay governmental or municipal charges,

fines or impositions that are

           not included in Section 2.10. or if there is a legal

proceeding that may significantly affect Lender's rights in

the Property (such as a proceeding in bankruptcy, for

condemnation or to enforce laws or regulations), then Lender

may do and pay whatever is necessary to protect the value of

the Property and Lender's rights in the Property.  These

expenditures will be considered Loan Advances as required

under Section 2.16.

2.16.  Unscheduled Payments.  Loan Advances made pursuant to Sections 2.4.,

          2.9.2, 2.9.3, 2.10.3., 2.10.5., and 2.15.  shall be made from a line

          of credit under Section 2.6. or 2.7. to the extent possible.  If no

          line of credit sufficient to make the Loan Advances exists, any

          future monthly payments must be recalculated in accordance with

          Subsection 2.5.3. or 2.5.4.

                        Article 3 - Late Charge

 3.1.  Amount Due.  Lender shall pay a late charge to the Borrower for any

          late payment.  If Lender does not mail or electronically transfer a

          scheduled monthly payment to Borrower on the first business day of

          the month or make a line of credit payment to Borrower within 5

          business days of the date Lender received the request, the late

          charge shall be 10 percent of the entire amount that should have

          been paid to the Borrower for that month or as a result of that

          request.  For each additional day that Lender fails to make payment,

          Lender shall pay interest on the late payment at the interest rate

          stated in the Loan Documents.  If the Loan Documents provide for an

          adjustable interest rate, the rate in effect when the late charge

          first accrues shall be used.  In no event shall the total late

          charge and interest exceed five hundred dollars.  Any late charge

          shall be paid from Lender's funds and shall not be added to the

          unpaid principal balance.

 3.2.  Waiver.  The Secretary may waive a late charge where the Secretary

          determines that the late payment resulted from circumstances beyond

          Lender's control and that no act or omission of Lender contributed

          to the late payment.  At the time Lender requests a waiver, Lender

          shall inform Borrower that a waiver of late charge has been

          requested from the Secretary and that the late charge will be sent

          to Borrower if the waiver is denied.  If the Secretary denies

          waiver, Lender shall pay to Borrower the late

          charge that accrued from the date the payment was late until the

          date the waiver was requested.

                        Article 4 - Termination of Lender's Obligation

                                          to Make Loan Advances

 4.1.  Loan Due and Payable.  Lender shall have no obligation to make Loan

          Advances if Lender has notified that immediate payment in full to

          Lender is required under one or more of the Loan Documents unless

          and until the notice is rescinded by Lender.

 4.2.  Loan Advances by Secretary.  If the First Security Instrument has

          been assigned to the Secretary or the Secretary notifies Lender and

          Borrower that Loan Advances are secured by the Second Security

          Instrument, Lender shall have no further obligation to make Loan

          Advances under this Loan Agreement, unless the Secretary accepts

          later reimbursement by the Lender for all Loan Advances made, earned

          or disbursed by the Secretary.  The Secretary may establish

          procedures for handling requests for payments and changes in payment

          plans during the interval between Lender's notification of intent to

          assign the First Security Agreement to the Secretary and completion

          of the assignment.  Borrower shall be informed of such procedures by

          Lender and/or the Secretary, and Borrower shall comply with such

          procedures.

 4.3.  Lien Status Jeopardized.  If the Secretary or Lender determines that

          the first lien status of the Security Instrument or the second lien

          status of the Second Security Instrument is jeopardized because the

          Principal Balance equals or exceeds the maximum Principal Balance

          stated in the Security Instrument, or if the period since the first

          Loan Advance was made equal or exceeds the maximum period under

          which such advance can retain the status of a first lien under

          applicable state law, or if the Lender is otherwise prevented by

          applicable state law from making further Loan Advances secured by a

          first lien then the part making such determination, or the Lender if

          requested by the Secretary, shall obtain title evidence at

          Borrower's expense.  If the title evidence indicates that the

          Property is not encumbered by any liens except the First and Second

          Security Instruments, or other subordinated to the First and Second

          Security Instruments in a manner acceptable to Lender, then the

          Lender shall request Borrower to execute any documents prepared by

          Lender and

          approved by the Secretary to extend the first and second lien status

          to an additional maximum loan balance or an additional number of

          years.  Lender shall also explain the principal provisions of the

          documents to Borrower.

          Lender shall have no obligation to make Loan Advances if it

          determines on the basis of title evidence that the Property is

          encumbered by any liens that jeopardize the first lien status of the

          Security Instrument or the second lien status of the Second Security

          Instrument, or if the Borrower refuses to execute any document

          approved by the Secretary to extend the first and second lien status

          to an additional maximum Principal Balance or an additional number

          of years.  Lender also shall have no obligation to take any of the

          steps described in this subsection if there are no available means

          under state law to continue making Loan Advances secured by a first

          lien.  The failure or inability of Borrower to extend the First and

          Second Security Instruments to an additional maximum Principal

          Balance shall not make the loan due and payable.

 4.4.  Bankruptcy.  Lender shall have no obligation to make Loan Advances

          on or following the date that a petition for bankruptcy of Borrower

          is filed.

 4.5.  Mandatory Loan Advances.  Notwithstanding anything in Sections 4.1.

          through 4.4., all Loan Advances under Sections 2.10 (property

          charges), 2.12. (interest), 2.13.  (MIP or monthly charge), 2.15.

          (protection of property) or 2.3.4. (servicing fee) shall be

          considered mandatory Loan Advances by Lender.

 4.6.  Prepayment in Full.  Lender shall not make Loan Advances if Borrower

          has paid the Note in full (or the second Note, if the Secretary has

          assumed the Lender's rights and obligations under Article 5).

                        Article 5 - HUD Obligation

        If the Lender has no further obligation to make payments to Borrower

because of Section 4.2., the Secretary shall assume the rights and

obligations of Lender under this Loan Agreement, except the Secretary shall

not assume any obligation of paying flood, fire and other hazard insurance

from Loan Advances.  If the Secretary makes Loan Advances to Borrower under

the Second Security Instrument, the portion of the Principal Limit

available for Loan Advances shall be the difference between the current

Principal Limit and the combined Principal Balances on the First Security

Instrument less accrued interest and the Second Security Instrument.

                        Article 6 - Miscellaneous

 6.1.  Forbearance Not a Waiver.  Any forbearance by Lender in exercising

          any right or remedy shall not be a waiver of or preclude the

          exercise of any right or remedy.

 6.2.  Successors and Assigns Bounds; Joint and Several Liability

          Co-Signers.  The covenants and agreements of this Loan Agreement

          shall bind and benefit the successors and assigns of Lender.  An

          assignment made in accordance with the regulations of the Secretary

          shall fully relieve the Lender of its obligations under this Loan

          Agreement.  Borrower may not assign any rights or obligations under

          this Loan Agreement.  Borrower's covenants and agreements shall be

          joint and several.

 6.3.  Notices.  Any notice to Borrower provided for in this Loan Agreement

          shall be given by delivering it or by mailing it by first class mail

          unless applicable law requires use of another method.  The notice

          shall be directed to the property address shown in the First and

          Second Instrument or any other address all Borrowers jointly

          designate.  Any notice to Lender shall be given by first class mail

          to Lender's address stated herein or any address Lender designates

          by notice to Borrower.  Any notice to the Secretary shall be given

          by first class mail to the HUD Field Office with jurisdiction over

          the Property or any other place designated by the Secretary.  Any

          notice provided for in this Loan Agreement shall be deemed to have

          been given to Borrower, Lender or the Secretary when given as

          provided in this Section.

 6.4.  Governing Law; Severability.  This Loan Agreement shall be governed

          by Federal law and the law of the jurisdiction in which the Property

          is located.  In the event that any provision or clause of this Loan

          Agreement conflicts with applicable law, such conflict shall not

          affect other provisions of this Loan Agreement which can be given

          effect without the conflicting provision.  To this end the

          provisions of this Loan Agreement are declared to be severable.

 6.5.  Copies.  Lender, Borrower and the Secretary shall each receive one

          original executed copy of this Loan Agreement when signed by the

          Secretary.

 6.6.  When Agreement Becomes Binding.  This Loan Agreement shall bind

          Lender and Borrower when both Lender and Borrower have signed,

          whether or not the Secretary signs this Loan Agreement.  This Loan

          Agreement shall bind the Secretary only when and if a Mortgage

          Insurance Certificate is issued for the First Security Instrument.

        BY SIGNING BELOW the parties accept and agree to the terms contained

in this Loan Agreement and the executed by the parties.

                                ____________________________________________(SEAL)

                                                        Borrower

                                ____________________________________________(SEAL)

                                                        Borrower

                __________________________________________________

                                (Name of Lender)

                By:_________________________________________(SEAL)

                        Secretary of Housing and Urban

                                          Development

                By:_________________________________________(SEAL)

                                                Exhibit 1

                                [Payment Plan is Appendix 11]

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

                                                Exhibit 2

                                  Schedule of Closing Costs

      Item                         Amount

                         Schedule of Liens

      Item                         Amount

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

Exhibit 3

                    [Repair Rider is Appendix 10]

