Office of Assistant Secretary for Housing, HUD

Subpart A—Eligibility = Require-
ments for Mortgage Insur-
ance

§236.1 Applicability,
and savings clause.

(a) Applicability. This section imple-
ments the eligibility requirements for
mortgage insurance under the Rental
and Cooperative Housing For Lower In-
come Families Program contained in
section 236 of the National Housing Act
(12 U.S.C. 1701), as amended. The pro-
gram authorized the Secretary to in-
sure mortgages to support new con-
struction or rehabilitation of real prop-
erty to be used primarily for residen-
tial rental purposes. A moratorium
against issuance of commitments to in-
sure new mortgages under section 236
was imposed January 5, 1973. Section
236(n) prohibits the insurance of mort-
gages under section 236 after November
30, 1983, except to permit the refinance
of a mortgage insured under section
236, or to finance pursuant to section
236(j)(3), the purchase, by a cooperative
or nonprofit corporation or associa-
tion, of a project assisted under section
236.

(b) The mortgagor must comply with
the financial reporting requirements in
24 CFR part 5, subpart H.

(c) Savings provision. Any mortgage
approved by the Commissioner for in-
surance pursuant to sections 236(j) or
236(n) of the National Housing Act is
governed by subpart A of this part as in
effect immediately before May 1, 1996,
contained in the April 1, 1995 edition of
24 CFR, parts 220 to 499, and by sub-
parts B through E of this part, except
as otherwise provided in this subpart.

[61 FR 14407, Apr. 1, 1996, as amended at 63
FR 46592, Sept. 1, 1998; 66 FR 61074, Oct. 13,
2000]

cross-reference,

§236.2 Increased distributions to cer-
tain limited distribution mortga-
gors.

(a) Increased distributions. The Com-
missioner may permit increased dis-
tributions of surplus cash in excess of
the amounts otherwise permitted by
subpart A of this part to limited dis-
tribution mortgagors who participate
in a HUD-approved initiative or pro-
gram to preserve below-market hous-
ing stock. The increased distributions

§236.60

will be limited to a maximum amount
based on market rents and calculated
according to HUD instructions. Funds
that the mortgagor is authorized to re-
tain under section 236(g)(2) of the Na-
tional Housing Act are not considered
distributions to the mortgagor.

(b) Pre-emption. Any State or local
law or regulation that restricts dis-
tributions to an amount lower than
permitted by subpart A of this part as
in effect immediately before May 1,
1996, contained in the April 1, 1995 edi-
tion of 24 CFR, parts 220 to 499, or per-
mitted by the Commissioner under this
section is preempted to the extent pro-
vided by section 524(f) of the Multi-
family Assisted Housing Reform and
Affordability Act of 1997.

[65 FR 61074, Oct. 13, 2000]

§236.3 Annual income exclusions.

The exclusions to annual income de-
scribed in 24 CFR 5.609(c) apply to
those program participants governed
by the regulations at subpart A of 24
CFR part 236 in effect immediately be-
fore May 1, 1996 (contained in the April
1, 1995 edition of 24 CFR, parts 220 to
499), in lieu of the annual income exclu-
sions described in 236.3(c) (contained in
the April 1, 1995 edition of 24 CFR,
parts 220 to 499).

[61 FR 54503, Oct. 18, 1996]

§236.60 Excess Income.

(a) Definition. Excess Income consists
of cash collected as rent from the resi-
dents by the mortgagor, on a unit-by-
unit basis, that is in excess of the
HUD-approved unassisted Basic Rent.
The unit-by-unit requirement neces-
sitates that, if a unit has Excess In-
come, the Excess Income must be re-
turned to HUD. It is not permissible to
do an aggregate calculation of the Ex-
cess Income for all occupied rent-pay-
ing units, and then to offset or subtract
from that figure any unpaid rent from
occupied or vacant units, before remit-
ting Excess Income to HUD.

(b) General requirement to return Ex-
cess Income. Except as otherwise pro-
vided in this section, or as agreed to by
HUD pursuant to a plan of action ap-
proved under 24 CFR part 248 or in con-
nection with an adjustment of contract
rents under section 8 of the United

369



