U.S. Department of Housing and Urban Development

H O U S I N G

                                        Notice  H-96-20 (HUD)

Special Attention of:                   Issued: April 15, 1996

                                        Expired: April 30, 1997

All Single Family Division

Directors

All Asset Management Branch

Chiefs

Subject:  Secretary-Held Mortgages - Assessment of Late Charges

          This Notice is a reminder that Field Offices must take

     care to ensure prompt and proper servicing of Secretary-held

     mortgages.

          The following pertains to borrowers who have received

     forbearance relief for less than 36 months.

          It has come to our attention, in one instance, that

     Field Office servicers failed to send forms to request

     financial information, form HUD-92068-F, to borrowers under

     reduced payment forbearance agreements in sufficient time

     before agreements expired.  Subsequently, when the

     agreements expired, the servicers could not establish new

     agreements until updated financial information was obtained.

          Late charges are calculated on the basis of the lesser

     of either a reduced payment forbearance agreement amount or

     the full note payment.  In this instance, the Department

     assessed late charges on the basis of the full monthly

     payment amount, due to the lack of a new forbearance

     agreement.

          Field Office servicers must make every effort to ensure

     that valid forbearance agreements are in place at all times.

     In addition, care must be taken to ensure that requests for

     financial information for the purpose of re-evaluating a

     borrower's payment capability are sent to borrowers in a

     timely manner so that new forbearance agreements can be

     established before the agreement in effect lapses.

          If a borrower fails to return financial information,

     the previous forbearance agreement amount or the full note

     payment amount, whichever is greater, must be entered into

     the Department's billing system.
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          Should you receive complaints from borrowers that they

     have been assessed excessive late charges due to the lapse

     of a forbearance agreement, you are instructed to

     immediately waive the portion that was assessed in error.

          Questions concerning this issue may be directed to the

     Headquarters Secretary-Held Servicing Branch desk officers.

                               Nicolas P. Retsinas

                               Assistant Secretary for Housing-

                                 Federal Housing Commissioner

