                    U.S. Department of Housing and Urban Development

                                   Office of Housing

Special Attention of:                         Notice H 96-27 (HUD)

All Secretary's Representatives               Issued: April 30, 1996

All State Coordinators

All Area Coordinators                         Expires: April 30, 1997

All Housing Directors                         Cross References:

All Single Family Division Directors

Subject:  Extension of Notice H 91-20 (HUD), Fraud, Waste and Mismanagement

Vulnerability Secretary-Held Mortgages - Section 235

     Notice H 91-20 (HUD), issued March 4, 1991, is being extended to April

30, 1997.

     If you have any questions regarding the attached Notice, please contact

the Single Family Servicing Division on 202-708-3680.

                    Assistant Secretary for Housing-

                    Federal Housing Commissioner

Attachment

HSIS:   Distribution:   W-3-1, R-1, R-2, R-3-1(H)(RC), R-3-2, R-3-3, R-6,

                    R-6-2, R-7, R-7-2, R-8

               U.S. Department of Housing and Urban Development

                    Office of Housing

Special Attention of:                        Notice H 91-20

All Directors, Office of Housing

All Field Office Managers                     Issued:  3/4/91

All Directors, Housing Management            Expires:  3/31/92

 Division

All Chiefs, Single Family Loan

 Management                                  Cross References:

All Supervisory Single Family Loan

 Specialists

Subject:  Fraud, Waste and Mismanagement Vulnerability Secretary-Held

Mortgages - Section 235

     The Department is making every effort to reduce its vulnerability to

fraud, waste and mismanagement in connection with the Section 235 Mortgage

Insurance Program.  We do not want to underpay mortgage assistance, nor do we

want to overpay such assistance. Therefore, supervisors must actively involve

themselves in the mortgagor recertification process for Secretary-held

Mortgages.  Supervisors are the responsible individuals to ensure that

mortgagor recertifications are timely, accurate and complete.

     Supervisors at each level must assure that the mortgagor

recertifications are accomplished in accordance with outstanding instructions.

The Single Family Mortgage Notes System provides Report 471, "Monthly Summary

of Assistance Payments Due Under Section 235I and 235J," to each Field Office.

This report gives the mortgages for which assistance payments were made during

the preceding month, and the mortgages for which the mortgagors were not

certified on a timely basis.  In using this report, be aware that the Loan

Servicer has 30 days after the recertification date to complete the

recertification process.  Also, individually designed reports may be requested

by designated Regional staff.

     You must review each recertification for completeness and timeliness.

Supervisors must assure that the mortgagor completed the Form HUD 93101 on

time and completely, and that a verification of the mortgagor's employment and

income was requested.  In any instance where the mortgage assistance was

overpaid, the Field Office must advise the Single Family Notes Branch in MIAS

by memorandum to add the overpaid assistance to the mortgagor's loan as a part

of the total delinquency.
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     In addition, the supervisor must assure that in those instances where

the mortgagors did not return the Form HUD 93101, assistance payments were

properly suspended.

                              Sincerely yours,

                              Acting Assistant Secretary for Housing-

                              Federal Housing Commissioner

