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CHAPTER 1. GENERAL

| NTRODUCTI ON.  The Section 236 program provi des private enterprise
with an additional neans of devel opi ng good rental and cooperative
housing for lower income families. The success of the Section 236
programw || not be neasured solely by the nunber of safe, sanitary
housi ng units produced, but also by the effectiveness of the
programin inproving the quality of life for all citizens. The
programis versatile as to the types of housing which can be
provided and the types of tenants which can be served. It pernits
row, wal k-up, elevator, and grouped or scattered single fanily
construction. Projects may al so be devel oped in conjunction with
ot her Federal or State prograns.

a. Federal Laws and Regul ati ons prohibit discrimnation on the
basis of race, color, creed, or national origin in the sale,
| ease, occupancy, or use of housing or facilities devel oped
under any programor activity receiving financial assistance
f r om HUD.

b. Equal Opportunity. |In addition, as is the case in all
federal ly supported prograns, individuals and organi zati ons
participating in the Section 236 programnust conply with
Equal QOpportunity provisions of the | aw and FHAA Regul ati ons.

c. Affirmative Action Program Further, an affirmative action
programto achi eve equal enploynment opportunity nust be
carried out by contractors and subcontractors engaged in the
construction of housing or facilities receiving federa
assi st ance.

AUTHORI ZATI ON AND DELEGATI ON. The Section 236 Rental Housing

Assi stance Programis authorized by the Housing and Urban

Devel opnment Act of 1968. Authority for administering the program
is vested in the Secretary of the Departnment of Housing and Urban
Devel opnent, who, in turn, has divided authority for the

adm nistration of the programinto two phases. The responsibility
for all policies and procedures necessary for review ng, approving
and devel opi ng proposals up to the tinme of final endorsenent for
nmort gage i nsurance has been del egated to the Assistant Secretary
for Housing Production and Mortgage Credit-FHA Comm ssioner. Al
questions concerning policy and procedures for projects in this
phase shoul d be directed through the Regional Ofice to the
appropriate office under the Assistant Secretary for Housing
Producti on and Mortgage Credit (HPMC). The responsibility for
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adm ni stration of the programafter projects are finally endorsed,
and for non-insured but substantially conpleted and occupi ed

proj ects, has been del egated by the Secretary to the Assistant
Secretary for Housing Managenent. |nquiries concerning policy
affecting projects in this phase should be directed through the
Regional Ofice to the appropriate division within the Ofice of
Housi ng Managenent .

RELATED PROGRAMS. There are nunerous other prograns which relate
to or can be used in connection with the Section 236 program
These include the foll ow ng:

a. The FNMA- GNMA Tandem Pl an. Speci al Assi stance Program Nunber
17, known as the Tandem Pl an, provides for joint assistance
by the Government National Mbrtgage Association and the
Federal National Mortgage Association in the financing of
multifamly market interest rate nortgages insured by HUD FHA
under Section 236. This program provi des advance conmitnents
to purchase nortgages at par upon final endorsenent, and its
benefits are available to all nortgagors under Section 236
FNVA participation in construction advances for up to 95%i s
avai |l abl e whether the conmitnment contracts are held by FNVA
or GNMA.  (GNMVA does not participate in construction | oan
advances.)

FNMAY/ GNVA fees may be included in estimated repl acement cost
as foll ows:

(1) The replacenent cost estimate of nultifamly projects
may include an allowance for a FNMW GNVA fee of 1-1/2%
as a general rule, with exceptions outlined below This
1-1/ 2% commi t ment fee which includes a 1/ 2% purchasi ng
and narketing fee, nornally is to be used in processing
for all types of nortgagors

(2) Replacenent cost allowance for FNVW GNVA fee may vary
fromthe 1-1/2%generally used only in Section 236
proj ects when the nortgagee has actually applied to FNVA
for a Prelimnary Conm tnent of Funds Contract prior to
the i ssuance of the commtnment. The nortgagee will have
paid an additional fee of 1/8 of 1% for the initial 3
mont h period and perhaps an additional 1/8 of 1% for a
3 nonth extension. |n such a case, the FNMA GNMA f ee
may be increased to a maxi mum of either 1-5/8%or 1-3/4%
dependi ng on the circunstances.
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(3) Since the TandemPlan is readily available to all
nmort gagors, the prelimnary comritment procedure is sel dom
used. NOTE: This exception may be followed, and the
additional 1/4% of allowance for FNMW GNVA fee nmay be
made, only in those instances where the nortgagee can
denponstrate it has actually obtained a Prelimnary
Conmi t ment of Funds Contract and paid the fee to FNVA
prior to issuance of firm conmtnment.

(4) For further information on FNMA or GNMA prograns, refer
to the seller's guides published by the respective
organi zati ons.

Assi stance Under State or Local Programs. Interest reduction
paynents may be nade for a rental or cooperative housing
project, owned by a private nonprofit entity, alimted
distribution entity, or a cooperative housing corporation, which
is financed under a State or |ocal program which provides
assi stance through | oans, |oan insurance, or tax abatenent.
To qualify for interest reduction paynents, a project nust be
submitted for approval prior to conpletion. Projects need
not be financed with HUD FHA i nsured nortgages, and HUD FHA
wi Il recognize the organization and operation of the project
under state or local programs to the extent they are not

i nconsistent with the National Housing Act. For further

i nformati on, please consult Reference (1) of the Foreword.

Speci al Assistance for Nonprofit Sponsors. Sections-106(a)

and (b) of the Housing and Urban Devel opnent Act provide for

| oans and grants to nonprofit organi zations for preconstruction
expenses for planning and obtaining federally-insured financing
for the construction and rehabilitation of | ow and
nmoder at e-i ncome housing. This financial assistance is avail able
to nonprofit sponsors of Section 236 projects under the terns
set forth in Reference (2) of the Foreword. Sinilar |oans

aut hori zed under Section 207 of the Appal achi an Regi ona

Devel opment Act of 1965, are available to sponsors of housing
fi nanced under Section 236 in designated localities in the
Appal achi an Region. Reference (3) of the Foreword, discusses
this programin detail.
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