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ANNOUNCEMENT

SUBJECT:    SECTION 221(g)(4) PROJECT MORTGAGE AUCTION

    DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

                 September 1, 1992

On October 21, 1992, the Department of Housing and Urban

Development will accept bids for the purchase of project

mortgages insured under Section 221 of the National Housing Act

and eligible to be assigned to HUD under Section 221(g)(4).  An

auctioned mortgage will be sold at par by the holding mortgagee

to the purchasing mortgagee, who will receive interest

enhancement payments from HUD for the difference between the

mortgage note rate and the bid rate accepted in the auction

applied on a monthly basis to the scheduled declining principal

balance.

The auction will be conducted by the Office of Multifamily

Housing Preservation and Property Disposition in the Office of

Housing.  The statutory authority for HUD's auction of such

mortgages is Section 221(g)(4)(C) of the Act (12 U.S.C.

1715 (g)(4)(C), as added by Section 2201 of the Omnibus Budget

Reconciliation Act of 1990 and Section 336 of the Cranston-Gonzalez

National Affordable Housing Act ("the 1990 Act").

Only HUD-approved mortgagees in good standing are eligible to bid

in this auction.  A mortgagee of record may bid on a mortgage

which it holds.  State housing finance agencies, nonprofit

organizations, and organizations representing the tenants of the

property securing the mortgage, or a mortgagee participating in a

plan of action under the Emergency Low Income Housing

Preservation Act (Title II) of 1987 or the Low-Income Housing

Preservation and Resident Homeownership Act (Title VI) of 1990

are encouraged to participate in the auction if they are

HUD-approved mortgagees or to contact a participating mortgagee

regarding the purchase of participation certificates or other

means of participation in the auction.

On October 21, 1992, a HUD-approved mortgagee may submit a bid on

a mortgage or pool of mortgages expressed in basis points (the

bid rate) over or under the 10-year Treasury note yield.  The

10-year Treasury note yield is the semi-annual yield equivalent of

the "on the run" 10-year Treasury note at 11:00 a.m. on the day

after the auction to be determined by HUD's financial advisor,

using industry sources.  The bid rate should be expressed in

whole numbers plus two decimal points--e.g., 115.15 basis points.

The sum of the bid rate and the 10-year Treasury note yield is

the gross bid rate which will be used to calculate the interest
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enhancement payment to the purchasing mortgagee.  The gross bid

rate minus the mortgage interest rate (the note rate) equals the

proposed interest rate enhancement.  Given a bid rate of +115.15

basis points, a 10-year Treasury note yield of 7.25 percent, and

a mortgage interest rate of 7.00 percent, the gross bid rate

would be 8.4015 percent, and the interest rate enhancement would

be 1.4015 percent.

If the gross bid rate is below the note rate for an individual

mortgage or below the weighted average note rate for a pool of

mortgages, the purchasing mortgagee shall pay the difference

between the monthly interest payable on the mortgage at the gross

bid rate and the monthly interest payable on the mortgage at the

note rate applied to the scheduled declining unpaid principal

balance to HUD on a monthly basis.

The selling mortgagee will receive the par value of the mortgage

plus accrued interest to the day prior to closing.  In addition,

the selling mortgagee will receive a stipend equal to the

difference between the monthly interest payable on the mortgage

at the Section 221(g)(4) debenture rate in effect on the date of

the mortgagee's election to assign a mortgage and the monthly

interest at the note rate applied to the scheduled declining

unpaid principal balance for the period beginning 60 days after

the date of election to the date of closing of the mortgage sale.

If the debenture rate is less than or equal to the note rate, no

stipend will be earned.  (The stipend could be curtailed for

reasons described in Paragraph 13(e) below.)

The purchasing mortgagee will pay any stipend to the selling

mortgagee at closing and will be reimbursed by HUD.  If no sale

occurs, HUD will pay any stipend to the selling mortgagee through

the insurance claims process for the period beginning 60 days

after the date of election to the date of assignment of the

mortgage to HUD under Section 221(g)(4).

The purchasing mortgagee will receive mortgage payments at the

note rate on the mortgage plus an interest enhancement payment

paid monthly by HUD from the General Insurance Fund equal to the

difference between the monthly interest payable on the mortgage

and the monthly interest at the gross bid rate applied to the

declining principal balance computed by HUD in accordance with

the mortgage's amortization schedule.

This Announcement describes the mortgages to be offered, explains

the terms on which the mortgages will be sold, and sets forth the

procedures for submitting and processing bids.

1.   Eligible mortgages.  All Multifamily mortgages insured under

Section 221 of the National Housing Act are eligible for

inclusion in a mortgage auction under Section 221(g)(4) if

the following conditions are met:
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a.   The mortgage is current as of the twentieth anniversary

  of final endorsement of the mortgage.  A mortgage is

  not "current," for purposes of eligibility under

  Section 221(g)(4), if any payment due under the

  mortgage or mortgage note is more than 30 days late, or

  if the mortgagor has failed to meet an obligation under

  the Regulatory Agreement, and the mortgagee, pursuant

  to HUD's request, has declared a default under the note

  and mortgage on the basis of such failure.  If a

  payment due as of the twentieth anniversary date is not

  made until after the expiration of the 30-day grace

  period, the mortgage would not be deemed current.

b.   The mortgage is current as of a confirmation date

  selected by HUD prior to the publication of the

  Announcement.

c.   The mortgage was not held or acquired by GNMA on or

  after April 1, 1984, or sold by HUD with insurance in

  its multifamily mortgage program on or after March 24,

  1982, and had the Section 221(g)(4) assignment option

  deleted in connection with the acquisition or sale.

  The mortgage note should be reviewed to determine

  whether the Section 221(g)(4) assignment option was

  deleted by HUD or GNMA.

The selling mortgagee must certify that mortgages submitted

for inclusion in the auction are eligible multifamily

mortgages in accordance with the above criteria; and the

information provided to HUD on Project Data Summary Sheets

is accurate.

2.   Mortgages to be Offered for Sale.  The Offering of Project

Mortgages, presented as Attachment E to this Announcement,

identifies the mortgages and pools of mortgages on which

bids will be accepted.  The Offering describes the

characteristics of each mortgage offered for sale and the

underlying multifamily project.  It describes any project-based

Section 8 Housing Assistance Payments contracts.  It

reports the status of the project under the provisions of

Title II of the 1987 Act and Title VI of the 1990 Act with

respect to eligibility to prepay the mortgage, whether the

owner has filed a Notice of Intent to Prepay or a Plan of

Action, and whether any incentives have been provided under

the Act.

HUD does not warrant the accuracy of the data presented in

the Offering.  Prior to submitting a bid, prospective

bidders should satisfy themselves about the accuracy of the

data.  Summaries of a project's most recent management

review, inspection report, and mortgagee review will be made

available by the HUD field office responsible for a project
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upon request.  HUD is prevented by the Trade Secrets Act

from releasing a project's profit and loss report or

financial statement. (See Attachment F for a listing of HUD

field offices.)

Mortgages will be offered for sale both individually and in

pools created by HUD.  Bidders may place bids on both

individual mortgages and pools.  For pool bids, the bid rate

will be applied to each mortgage in the pool.  HUD will sell

the mortgages in a pool either individually or as a group

based on the lowest overall cost to HUD.  In other words,

HUD will not remove individual mortgages from a pool for

sale on an individual basis.

The Offering is organized by mortgage pool, and within each

pool, by FHA project number.  Four pools are offered.  One

consists of all of the mortgages in the auction.  A second

consists of mortgages on projects with project-based Section

8 Housing Assistance Payments contracts which are

potentially eligible to prepay their mortgages or to receive

incentives under Title II of the 1987 Act or Title VI of the

1990.  A third pool consists of mortgages with project-based

Section 8 which are not eligible to prepay.  A fourth

consists of mortgages on projects without Section 8

contracts which are not eligible to prepay without prior

approval of the Secretary.

3.   Eligible Bidders.  Only HUD-approved mortgagees in good

standing (i.e., who are not under temporary denial of

participation, on probation, or suspended from doing

business with HUD) may submit bids on the mortgages listed

in the Offering.

4.   Mortgage Insurance.  Mortgage insurance will continue in

force.

5.   GNMA-Guaranteed Mortgage-Backed Securities.  Project

mortgages which are offered in this auction are eligible to

back an issue of GNMA-guaranteed mortgage-backed securities.

The 1.75 percent deposit requirement described in 16-5b of

the GNMA Guide is not applicable.

6.   Inspection.  Data gathered from HUD records and the Project

Data Summary Sheets prepared by the selling mortgagees are

printed in this Offering.  Following the auction, purchasing

mortgagees will have 30 business days from the date winning

bidders are selected in the auction in which to inspect

project mortgage files for each winning bid and to (a) close

on such winning bid or deliver to HUD a Notice of Failed

Delivery for such winning bid, as provided in Paragraph 12;

or (b) deliver to HUD a Notice of Materially Defective Loan,

for such winning bid.  Such Notices should be sent to:
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  Assistant General Counsel for

  Multifamily Mortgage Insurance

  Office of the General Counsel, Room 9228

  Department of Housing and Urban Development

  Washington, DC 20410

A purchasing mortgagee may withdraw a bid relating to a

specific loan if a file for such loan is determined by HUD

and the purchaser to be materially defective.

A file shall be deemed "materially defective" if:

a.   The purchasing mortgagee would be unable to obtain

  insurance benefits from HUD without surcharge (except

  possible surcharges due to deficiencies in the accounts

  or records for Reserve for Replacements or other

  escrows) if the mortgage went into default;

b.   A mortgagee would be unable to foreclose on the real

  and personal property in the event of default; or

c.   A mortgagee would be unable to service the mortgage

  effectively.

The Notice of Materially Defective Loan shall provide HUD

with a description of the material defect for the loan file

and any back-up information that HUD will need to determine

whether such file is materially defective.  Within a

reasonable period of time after receipt of the Notice of

Materially Defective Loan, HUD will deliver to the

purchasing mortgagee:

a.   Evidence of HUD agreement that such file is materially

  defective and approval of the withdrawal of the

  purchasing mortgagee's bid relating to such loan;

b.   Notice that closing of the related loan must occur no

  later than a date specified by HUD; or

c.   Notice that the matter continues to be under review.

7.   Warranties.  The mortgage seller shall warrant to the

mortgage purchaser that the principal balance is correct and

that, as of the closing date:

a.   The mortgage is current, as defined in Paragraph 1;

b.   The mortgage, security agreement and other loan

  documents are not subject to any defect which would

  prevent the purchaser from obtaining insurance benefits

  from HUD without surcharge (except possible surcharges
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   due to deficiencies in the accounts or records for

   Reserve for Replacements or other escrows); and

c.   No advances to the mortgagor, other than advances for

   escrows, such as taxes and insurance, are outstanding.

These are the only warranties that the seller would be

required to provide.  These warranties expire 90 days after

closing.  All claims under the above warranties must be made

in writing by the purchaser to the seller within ninety (90)

days after the closing date.  HUD makes no warranties with

respect to the mortgages offered in this auction.

8.    Bidding Procedures.  All bids must be submitted by telephone

to an operator at 703-235-9108 on October 21, 1992, between

9:00 a.m. and 12:00 noon eastern time.  No written bids will

be accepted and only bids submitted during these hours will

be eligible for consideration.  To prevent possible

congestion on the six telephone lines, bidders should place

telephone calls early in the auction.  In the event of a tie

for lowest bid, the earliest bidder will receive the award.

Except as provided in Paragraph 10(e), the bid amounts shall

be deemed confidential.  A bid shall constitute a continuing

offer for one business day following the auction.

Bidders should use the Project Mortgage Auction Bid

Worksheet in Attachment A to prepare their bids.  The Bid

Worksheet is designed to assist the bidder in collecting the

information required by HUD; bidders should not submit the

Worksheet.  The operators will record the information

submitted by phone.

a.  The bid rate should be expressed in basis points over

  or under the 10-year Treasury note yield as described

  above.  Basis points should be expressed in whole

  numbers plus two decimal points--e.g., 115.15 basis

  points (which is equivalent to 1.1515 percentage points

  and .011515).  Bidders should submit bids with zero in

  the decimal places (115.00) if their accounting systems

  will not permit them to bill HUD for interest

  enhancement payments using all six decimal places.

b.  When submitting bids, prospective bidders must indicate

  whether they are bidding on the mortgage or the pool of

  mortgages with servicing rights retained or released by

  the current servicer.  Regardless of whether the bidder

  elects to have servicing rights retained or released by

  the seller, HUD's interest enhancement payments will be

  based on the difference between the mortgage note rate

  and the bid expressed as a gross bid rate.
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c.    The authorized contact person identified in the bid

     should be the person to be contacted regarding any

     questions about the bid or a post-auction sales offer,

     if applicable.

d.    With the exception of those bidders participating in

     the post-auction sale described in Paragraph 11,

     bidders may not modify their bid or modify any term or

     condition of the bid after the auction is closed.

     Bidders may modify or withdraw their bids only during

     specified auction hours, in which case, the time of the

     modification shall be deemed the time of the bid.

9.   Evaluation of Bids.  All bids shall be evaluated on a

competitive basis with award being made to the lowest bidder

who offers a bid acceptable to the Secretary.  Mortgages in

a pool will be sold either to individual bidders or to a

pool bidder, whichever is most advantageous to HUD.

In establishing the acceptability of a bid, HUD will take

into consideration factors such as (but not limited to) the

mortgage interest rate, the market interest rate for similar

mortgages, the remaining term, the principal balance, and

any unique characteristics of the mortgage or the property

which may affect prepayment or the possibility of default.

Such considerations may result in the establishment of a

maximum acceptable bid on a loan-by-loan and pool-by-pool

basis.  The maximum acceptable bid rate established by HUD

for similar loans or pools will not necessarily be the same.

Please note that the purchasing mortgagee's decision to

purchase a mortgage with servicing rights released or

retained will not affect whether a bid is acceptable.

HUD reserves the right to withdraw any mortgage or pool from

the sale up to the day of the auction if HUD determines it

to be inadvisable to offer or sell the mortgage.  HUD also

reserves the right to reject any or all bids received on a

particular mortgage or pool on the day of the auction

without prejudice to HUD's right to include that mortgage or

pool in the post-auction sale or a subsequent auction.

10.  Auction Results.

a.    Winning bidders.  Winning bidders will be sent a

     facsimile of the Notice of Acceptance or Declination

     (Appendix B) before 10 a.m. on the day following the

     auction.  The 10-year Treasury note rate will be

     determined at 11:00 a.m. on the same day.

b.    Informal, Individual Notice.  Any bidder or its

     representative may receive informal advice as to

     acceptance or declination of its bid by telephoning
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   703-235-9108 between 10:00 a.m. and 12:00 noon on

   October 22, 1992.  Such advice shall be furnished for

   convenience and accommodation only and shall have no

   binding effect on HUD.

c.   Notice of Acceptance or Declination.  HUD will promptly

   fax and mail a Notice of Acceptance or Declination to

   each bidder.  The executed Notice shall constitute

   HUD's final acceptance of the bid, resulting in a

   binding agreement among HUD, the seller and the

   purchaser, and shall be effective as of the date the

   Notice was executed by HUD.  Only executed Notices

   faxed, mailed or otherwise delivered to bidders may

   constitute acceptance or declination of a bid by HUD.

   IN NO CASE WILL ORAL NOTIFICATION CONSTITUTE ACCEPTANCE

   OR DECLINATION OR HAVE ANY BINDING EFFECT ON HUD.

d.   Notification of Winning Bidder.  HUD will notify each

   selling mortgagee by mail of the successful bidder for

   each of its mortgages in the auction.

e.   Publication of Winning Bids.  After the auction, HUD

   will publish a list in the Federal Register of the

   accepted bid and the winning bidder for each mortgage

   sold in the auction.

11.   Post-Auction Sale.  Between. 10:00 a.m. and 12 noon on

October 22, 1992, for each mortgage not sold at the auction,

a HUD staff person will telephone the lowest bidder and give

that bidder an opportunity to purchase the mortgage at an

interest rate set by HUD.  The lowest bidder for each

mortgage will be the bidder on a mortgage or a pool

containing the mortgage who offered the lowest bid rate

which was not accepted by HUD in the auction.  THE

POST-AUCTION SALE RATE IS NOT NEGOTIABLE AND WILL BE AVAILABLE

ONLY ON October 22, 1992.  To accept a post-auction offer, a

bidder must telephone an operator at 703-235-9108 between

12:00 noon and 2:00 p.m. eastern time October 22, 1992.

Bidders will be informed of the results of the post-auction

sale as in 10(c) above.

12.   Amount of Monthly Interest Enhancement Payment.  The maximum

monthly interest enhancement payment will be the difference

between the monthly interest payable on the mortgage and the

monthly interest at the gross bid rate applied to the

declining principal balance computed by HUD in accordance

with the amortization schedule of the mortgage.  If the

gross bid rate is below the note rate for an individual

mortgage or below the weighted average note rate for a pool

of mortgages, the purchasing mortgagee shall pay the

difference between the monthly interest payable on the

mortgage at the gross bid rate and the monthly interest
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payable on the mortgage at the note rate applied to the

scheduled declining unpaid principal balance to HUD on a

monthly basis.

Interest enhancement payments (whether positive or negative)

will continue until the earlier of the maturity date of the

loan, prepayment of the mortgage loan in accordance with

Title VI of the 1990 Act or other statute, voluntary

termination of mortgage insurance, default and full payment

of insurance benefits on the mortgage loan by HUD, or the

initiation of foreclosure proceedings or other action to

acquire title to the project, if the purchaser has not given

HUD written notice of its election to acquire and convey

title to the Secretary.  A copy of the Interest Enhancement

Payments Contract appears in Attachment C.

13.  Sales Closings.

a.   Date.  Successful bidders will be required to close no

  later than 30 business days after the date winning

  bidders are selected in the auction.  This deadline may

  be extended with HUD's consent by up to 60 calendar

  days if any of the following occur:  (1) a Notice of

  Materially Defective Loan has been filed as provided in

  Paragraph 5; (2) the purchasing mortgagee has delivered

  to HUD a Notice of Failed Delivery, which details the

  manner in which the selling mortgagee has failed to

  meet the document delivery and settlement requirements

  specified in Paragraph 13(e); or (3) extraordinary

  circumstances.  In the Notice of Acceptance or

  Declination sent to bidders after the auction, HUD will

  specify the 30-business-day closing deadline date.

b.   Closing Costs.  Closings may be conducted through an

  escrow arrangement or a formal closing, as specified by

  the purchasing mortgagee, in accordance with the

  delivery procedures detailed in Paragraph 13(e).  The

  selling mortgagee shall pay the cost of preparing and

  recording or filing the assignment documents, as

  applicable, and shall be responsible for performing all

  required recording and filing; provided, however, at

  the option of the purchasing mortgagee, the performance

  of such recording and filing shall be the

  responsibility of the purchasing mortgagee.  The

  selling mortgagee shall pay the cost of obtaining a

  title insurance policy endorsement or a new title

  policy, if necessary.  For other costs, the purchasing

  mortgagee and the selling mortgagee shall each pay the

  expenses incurred by it or its affiliates in connection

  with the closing.  HUD will not pay any closing costs.
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c.   Amount Due at Closing.  The amount due to the selling

   mortgagee by the purchasing mortgagee at closing will

   be the par value of the mortgage plus any mortgage

   interest that accrued to the date of closing.  In

   addition, the purchasing mortgagee will pay the selling

   mortgagee a stipend equal to the difference between the

   monthly interest payable on the mortgage at the Section

   221(g)(4) debenture rate in effect on the date of the

   mortgagee's election to assign a mortgage and the

   monthly interest at the note rate applied to the

   scheduled declining unpaid principal balance for the

   period beginning 60 days after the date of election to

   the date of closing of the mortgage sale.  The

   purchasing mortgagee will be reimbursed by HUD for the

   amount of the stipend on the first interest payment due

   date after receipt of the fully executed Interest

   Enhancement Contract and the mortgagee's account

   information for receiving Direct Deposit wire payments.

d.   Disposition of Escrows and Reserves at Closing.  The

   selling mortgagee will close accounts and transfer

   escrow and reserve funds to the purchasing mortgagee at

   closing, except that escrows held in the form of

   certificates of deposit or other time deposits where

   the mortgagor would incur a penalty for early

   withdrawal shall be held by the selling mortgagee until

   their maturity, at which time the proceeds thereof

   shall be transferred to the purchasing mortgagee.

e.   Document Delivery and Settlement; Missing Documents.

   HUD will mail a package of closing instructions to each

   selling mortgagee following receipt of the mortgagee's

   election to assign a mortgage, so that the mortgagee

   can begin preparing for mortgage sale or assignment.

   The instructions will apply whether the mortgage is

   sold in the auction or assigned to HUD.  If a mortgage

   is not sold in two auctions because of title or

   document deficiencies, the mortgage may be assigned to

   HUD under Section 221(g)(4), but HUD will not issue

   debentures until any remaining title or document

   deficiencies are removed.  If these deficiencies cannot

   be removed, the mortgage will be reassigned by HUD to

   the selling mortgagee.

   The Department expects that bidders interested in

   submitting bids on a servicing retained basis will

   negotiate the essential terms of the servicing

   agreement, including the amount of the servicing fee,

   prior to the auction.  In the case of such servicing

   retained sales, the purchasing mortgagee may either (1)

   acquire title to the Mortgage and negotiate a servicing

   agreement with the existing servicer; or (2) if the
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  servicer so consents, have the servicer retain or

  acquire title to the mortgage and issue a participation

  certificate.  The purchasing mortgagee and servicer

  shall negotiate, as applicable, the form of

  participation certificate, participation and servicing

  agreement, and other items to be delivered for the

  closing, and the procedures for settlement in

  accordance with this Announcement.

  For a servicing released sale, the selling mortgagee

  must deliver to the purchasing mortgagee the following

  items at closing, unless an indemnification is

  delivered as provided in this Paragraph 13(e):

  (1)  The original mortgage note, duly endorsed without

       recourse;

  (2)  A duly executed assignment of mortgage, deed of

       trust, or other security instrument in recordable

       form in the jurisdiction where the mortgaged

       property is located, together with the original or

       recorder certified mortgage and the original or

       recorder certified copy of any modifications,

       consolidations, and assignments thereof;

  (3)  A duly executed assignment of security agreement,

       together with the original security agreement and

       originals of all mesne assignments thereof;

  (4)  A copy of the Regulatory Agreement;

  (5)  UCC assignments of security interests (usually

       UCC-3s) sufficient for filing in the jurisdiction

       where the mortgaged property is located, together

       with acknowledgement or certified copies of the

       related UCC-1 Financing Statements, continuations,

       and mesne assignments thereof;

  (6)  A new endorsement of the title insurance policy,

       (or new title policy, if necessary) which shows no

       liens superior to the insured mortgage, together

       with any original or duplicate original

       endorsements thereof;

  (7)  The original hazard insurance policy, together

       with any original endorsements thereof;

  (8)  A completed HUD-92080, Mortgage Record Change,

       signed by the selling mortgagee as required by

       HUD;
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  (9)  Notices to the borrower, taxing authorities, and

       property insurers, advising of the mortgage sale;

       and

  (10) The existing servicing file.

  The assignment documents or notices shall be prepared

  in blank unless the purchasing mortgagee provides the

  selling mortgagee with the name of the assignee (which

  must be a HUD-approved mortgagee) at least two business

  days prior to the closing.

  In cases where the original mortgage note or other loan

  documents are missing, the selling mortgagee must

  furnish to the purchasing mortgagee evidence that the

  document is not required or an indemnification for the

  benefit of HUD (and, in the case of a lost mortgage

  note, an Affidavit of Lost Note), in a form that

  conforms to the samples in Attachment D.

  In the event of a subsequent insurance claim, HUD must

  receive the standard indemnification for any document

  deficiencies from the assigning mortgagee, including

  indemnifications, in approved form, that the purchasing

  mortgagee should have received from the selling

  mortgagee and did not, and indemnifications for

  subsequent servicing lapses.

  Upon the selling mortgagee's delivery to the purchasing

  mortgagee of the above-described documents for a

  servicing released sale:

  (1)  The purchasing mortgagee shall pay the amount due

       at closing, as specified in Paragraph 13(c), by

       wire transfer;

  (2)  The selling mortgagee shall close accounts and

       transfer the escrow and reserve funds for the

       mortgage to the purchasing mortgagee, as specified

       in Paragraph 13(d), by wire transfer; and

  (3)  HUD shall deliver or shall have delivered to the

       purchasing mortgagee an Interest Enhancement

       Payments Contract for signature at the closing.

  In the event the selling mortgagee fails to deliver the

  above-described documents, the purchasing mortgagee

  shall deliver to HUD a Notice of Failed Delivery,

  detailing the manner in which the selling mortgagee has

  failed to perform.  HUD will curtail the selling

  mortgagee's stipend in the event that the selling

  mortgagee fails to deliver the above-described
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   documents and indemnifications to the purchasing

   mortgagee within 30 business days after the date winning

   bidders are selected in the auction.

f.  Assignment of Winning Bids.  Any successful bidder may

   assign its contract to purchase a mortgage or pool of

   mortgages prior to closing.  The assignee must be a

   HUD-approved mortgagee in good standing.  The original

   purchasing mortgagee will remain liable on the purchase

   contract to the selling mortgagee and to HUD until

   closing.  For each assignment of bid, the name, address

   and telephone number of the assignee must be submitted

   in writing at least seven days prior to the closing

   date to:

        Project Mortgage Auction

        Office of Housing

        Department of Housing and Urban Development

        P. 0. Box 44135

        Washington, DC 20026-4135

g.  Default.  If, for any reason (including the failure of

   the purchaser to reach an agreement with the servicer),

   the purchaser fails or refuses to close a sale in

   accordance with the closing procedures, the selling

   mortgagee and HUD may bring suit against the successful

   bidder or the assignee for legal and equitable relief.

   HUD may also pursue any available administrative

   remedies including, but not limited to, debarment,

   suspension or ineligibility under 24 CFR 24 and

   withdrawal of mortgagee approval under 24 CFR 25.

h.  Notification to HUD.  HUD will send detailed fiscal

   instructions to the purchasing mortgagee within five

   business days following acceptance of the bid.  To

   begin receiving monthly interest enhancement payments,

   the purchasing mortgagee must send HUD the executed

   Interest Enhancement Payments Contract; Form HUD 93487,

   Monthly Billing for Monthly Interest Enhancement

   Payments; Standard Form 1199A, Direct Deposit Sign-up

   Form; and Form HUD-92080 attesting to the completion of

   the closing, fully completed and executed by the

   selling mortgagee.

   The purchasing mortgagee must submit to HUD an annual

   certification of the unpaid principal balance as of

   December 31.  If the mortgage has been prepaid during

   the year by five percent (5%) or more, HUD will prepare

   a new amortization schedule for interest enhancement

   payments.
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   All payments under this program, including stipend

   reimbursements, will be made through Automated Clearing

   Housing (ACH) direct deposits.  If the purchasing

   mortgagee does not have such an account, one should be

   opened before sales closing.

i.   When the Seller is a Purchaser.  If the selling

   mortgagee is also the purchasing mortgagee, loan

   documents do not have to be re-recorded.  The mortgagee

   should send HUD an executed Interest Enhancement

   Payments Contract; Form HUD 93487, Monthly Billing for

   Monthly Interest Enhancement Payments; and Standard

   Form 1199A, Direct Deposit Sign-Up Form.

14.  Assignment Rights in the Event Mortgage is Not Sold; Other

Matters.  If any one of the following events occurs, the

mortgage will not be sold pursuant to the auction sale:  (1)

no bids are received in the auction or the post-sale

auction; (2) the bids that are received are not acceptable

to HUD; (3) the mortgage is not current (as defined in

Paragraph 1(a)) as of the closing date; or (4) closing does

not occur within the time set forth in 13(a).  In that

event, the selling mortgagee will retain all rights to

assign the mortgage to HUD under Section 221(g)(4).  At

HUD's discretion, a mortgage may be included in one

additional auction.  The selling mortgagee will continue to

be entitled to receive a stipend equal to the difference

between the monthly interest payable on the mortgage at the

Section 221(g)(4) debenture rate in effect on the date of

the mortgagee's election to assign a mortgage and the

monthly interest at the note rate applied to the declining

unpaid principal balance for the period beginning 60 days

after the date of election to the date of the closing of the

mortgage sale or the recording of the assignment of the

mortgage to HUD.  However, the stipend could be curtailed

for reasons described in Paragraph 13(e).

A mortgage may be sold at auction after its twenty-first

year as long as the selling mortgagee made the election to

assign the mortgage to HUD within its twenty-first year.

After a mortgage is sold, the Section 221(g)(4) automatic

assignment is terminated; a mortgage may not be included in

another auction even if the mortgage is still in its

twenty-first year.

15.   Special Notice to Project Mortgagors.  This Announcement is

being sent by HUD to project mortgagors to remind them of

the following:

a.   Continued Remittance of Mortgage Payments.  Even though

   the mortgage on its projects is being offered for sale,

   the mortgagor is required to continue sending its
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  monthly payments to the selling mortgagee and may be

  assessed a late charge by the mortgagee if payments are

  not received.

b.   HUD Controls.  The existing Regulatory Agreement

  between the mortgagor and the Department and all of the

  requirements therein will remain in effect.

c.   Section 8 Contracts.  If there is a Section 8 Housing

  Assistant Payments (HAP) Contract in existence between

  the mortgagor and HUD, it will stay in effect until its

  expiration.  Rents and charges will continue to be

  controlled by the terms and conditions of the Section 8

  regulations and HAP contract.

d.   Notification of Servicing Change.  The mortgagor will

  be notified if the servicer of the mortgage on the

  project changes.  It will be advised of the name and

  the address to which it should send future monthly

  payments.  Any investments held for the mortgagor by

  the current servicer will be transferred to the new

  servicer.

16.  Additional Information.  If you have questions regarding

this Offering of Project Mortgages, please write:  Audrey

Hinton, Deputy Director of the Office of Multifamily Housing

Preservation and Property Disposition, Office of Housing,

HUD, Room 6164, Washington, DC 20410, or call Judith V. May,

202-708-1220.  Additional copies of this Announcement may he

obtained by calling 703-235-9108.

                    __________________________________

                    Assistant Secretary for Housing

                    - Federal Housing Commissioner

