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Directors of Housing Management         Issued:  08/09/94

Chiefs of Loan Management               Expires: 08/31/95

                                        ___________________________________

                                        Cross References:

                                        Notice H 93-91, Notice H 92-67

_______________________________________________________________________

   Subject:  Interest Rate Reduction on Secretary-held Mortgages

     The purpose of this Notice is to permit Field Office

Directors of Housing Management to approve Interest Rate

Reductions on Secretary-held Mortgages.  The criteria for

approving interest rate reductions are stated in Notice H 92-67,

which was extended by Notice H 93-91.

     Field Offices will reduce the interest rate on eligible

Secretary-held mortgages to the rate for recently issued

marketable obligations of the Treasury having a comparable

maturity, rounded up to the nearest one-eighth percent.  To

insure consistency, Headquarters will send this interest rate to

all Field Offices at the beginning of each month.

     After the mortgagors have signed the mortgage modification

document and the document has been recorded, the Field Office

must notify the Chief of the Single Family Notes Branch in the

Office of Mortgage Insurance Accounting and Servicing (MIAS) of

the interest rate reduction so that MIAS may adjust the account.

The notification to MIAS must include a copy of the recorded

modification documents and:

1.   The mortgagors' names, SFMNS number, and address;

2.   The new principal balance;

3.   The total non-interest-bearing delinquent balance;

4.   The total monthly payment (if there was a monthly service

     charge, please note that the Department will waive it);

5.   The new interest rate;

6.   The new term of the mortgage;
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7.   The effective date of the modification, which is the first

     day of the month following the date the mortgagors and the

     Field Office signed the modification agreement.

8.   Copies of the CURR, PAOF, and LNS1 screens on the SFMNS used

     to calculate the mortgage modification amounts.

     If you need more information, please contact your desk

officer in the Secretary-held Servicing and Counseling Services

Branch at (202) 708-3664.

                                   Sincerely yours,

                                   Nicolas P. Retsinas

                                   Assistant Secretary for Housing

                                     - Federal Housing Commissioner

