§36.4511

fee, the entire indebtedness or any part
thereof: Provided, That any such pre-
payment, other than payment in full,
may not be made in any amount less
than the amount of one installment, or
$100, whichever is less: And provided
further, That any prepayment made on
other than an installment due date will
not be credited until the next following
installment due date, but not later
than 30 days after such prepayment.

(2) The right of the Department of
Veterans Affairs to accelerate the ma-
turity of the entire indebtedness in the
event of default.

(3) The right of the Department of
Veterans Affairs to foreclose or other-
wise proceed toliquidate or acquire
property which is the security for the
loan in the event of the borrower’s de-
linquency in the repayment of the obli-
gation or in the event of default in any
other provisions of the loan contract.

(c) The Department of Veterans Af-
fairs shall have the right to accelerate
the entire indebtedness and to fore-
close or otherwise proceed to liquidate,
or acquire the security for the loan, in
the event the veteran is adjudged a
bankrupt, or if the property has been
abandoned by the borrower or sub-
jected to waste or hazard, or in the
event conditions exist which warrant
the appointment of a receiver by court.

[15 FR 6289, Sept. 20, 1950, as amended at 20
FR 6260, Aug. 26, 1955; 24 FR 2658, Apr. 7, 1959;
41 FR 44859, Oct. 13, 1976; 61 FR 28059, June 4,
1996]

§36.4511 Advances after loan closing.

(a) The Department of Veterans Af-
fairs may at any time advance any sum
or sums as are reasonably necessary
and proper for the maintenance, repair,
alteration, or improvement of the secu-
rity for a loan or for the payment of
taxes, assessments, ground or water
rights, or casualty insurance thereon:
Provided, That no advance shall be
made for alterations or improvements
which are not necessary for the main-
tenance or repair of the security if
such advance will increase the indebt-
edness to an amount in excess of
$33,000.

(b) All sums disbursed incident to the
making of advances under this section
shall be added to the indebtedness. De-
partment of Veterans Affairs may re-
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quire any such advances to be secured
ratably and on a parity with the prin-
cipal indebtedness, or otherwise se-
cured. The sum so advanced shall be
evidenced by a supplemental note or
otherwise as may be required by De-
partment of Veterans Affairs.

(c) Department of Veterans Affairs
may pay and charge against the indebt-
edness, or against the proceeds of the
sale of any security therefor, any ex-
pense which is reasonably necessary for
collection of the debt, protection, re-
possession, preservation, or liquidation
of the security or of the lien thereon,
including a reasonable amount for
trustees’ and legal fees.

(d) The Department of Veterans Af-
fairs may treat as an advance and add
to the mortgage balance the one-half of
one percent funding fee due on a trans-
fer under 38 U.S.C. 3714 when this is not
paid at the time of transfer.

(Authority: 38 U.S.C. 3714)

[15 FR 6289, Sept. 20, 1950, as amended at 38
FR 33772, Dec. 7, 1973; 41 FR 44859, Oct. 13,
1976; 55 FR 37478, Sept. 12, 1990]

§36.4512 Taxes and insurance.

(a) In addition to the monthly in-
stallment payments of principal and
interest payable under the terms of the
loan agreement, the borrower will be
required to make payments monthly to
the Secretary in such amounts as may
be determined by the Secretary from
time to time to be necessary for the
purpose of accumulating funds suffi-
cient for the payment of taxes and as-
sessments, ground rents, insurance pre-
miums, and similar levies or charges
on the security property. The borrower
at loan closing shall pay in cash to the
Secretary such sum as it estimates
may be necessary as the initial deposit
to the borrower’s tax and insurance re-
serve account.

(Authority: 38 U.S.C. 3720)

(b) The borrower shall procure and
maintain insurance of a type or types
and in such amounts as may be re-
quired by the Secretary to protect the
security against fire and other hazards.
The Secretary cannot make a loan for
the acquisition or construction of prop-
erty located in an area identified by
the Federal Emergency Management
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Agency as having special flood hazards
unless the community in which such
area is situated is then participating in
the National Flood Insurance Program.
The Secretary shall not make, in-
crease, extend, or renew a loan secured
by a building or manufactured home
that is located or to be located in an
area identified by the Federal Emer-
gency Management Agency as having
special flood hazards and in which flood
insurance has been made available
under the National Flood Insurance
Act, as amended, unless the building or
manufactured home and any personal
property securing the loan is covered
by flood insurance for the term of the
loan. The amount of flood insurance
must be at least equal to the lesser of
the outstanding principal balance of
the loan or the maximum limit of cov-
erage available for the particular type
of property under the National Flood
Insurance Act, as amended. The re-
quirements of 38 CFR 36.4700 through
36.4709 shall apply to direct loans made
pursuant to 38 U.S.C. 3711 and 3761
through 3764. All hazard and flood in-
surance shall be carried with a com-
pany or companies satisfactory to the
Secretary and the policies and renew-
als thereof shall be held in the posses-
sion of the Secretary and contain a
mortgagee loss payable clause in favor
of and in a form satisfactory to the
Secretary.

(Authority: 42 U.S.C. 4012a, 4106(a))
[62 FR 5531, Feb. 6, 1997]

§36.4513 Foreclosure and liquidation.

In the event of a foreclosure sale or
other liquidation of the security for a
loan, the Department of Veterans Af-
fairs shall credit upon the indebtedness
the greater of:

(a) The net proceeds of the sale, or

(b) The current market value of the
property as determined by the Depart-
ment of Veterans Affairs, less the costs
and expenses of liquidation.

In no event shall the credit pursuant to
paragraph (b) of this section exceed the
amount of the gross indebtedness, nor
shall such credit be less than the
amount legally required to be credited
to the indebtedness under local law. If
a deed in lieu of foreclosure is accept-
ed, the consideration will be a full and

§36.4514

complete release of liability of the ob-
ligors, or such lesser amount as may be
agreed upon between the obligors and
the Department of Veterans Affairs.

[23 FR 2340, Apr. 10, 1958]

§36.4514 Eligibility requirements.

Prior to making a loan, or a commit-
ment therefor, the Department of Vet-
erans Affairs shall determine that:

(a) The applicant is an eligible vet-
eran.

(b) The applicant has full capacity
under local law to enter into binding
contracts.

(c) The applicant is a satisfactory
credit risk and has the ability to repay
the obligation proposed to be incurred
and that the proposed payments on
such obligation bear a proper relation-
ship to present and anticipated income
and expenses as determined by use of
the credit standards in §36.4337 of this
part.

(Authority: 38 U.S.C. 501)

(d) Private capital is not available in
the area at an interest rate not in ex-
cess of the rate authorized for guaran-
teed home loans for a loan for which
the veteran is qualified under 38 U.S.C.
3710.

(e) The applicant is unable to obtain
a loan for such purpose from the Sec-
retary of Agriculture, under the
Bankhead-Jones Farm Tenant Act, as
amended, or under the Housing Act of
1949.

(f) In respect to a loan application re-
ceived on or after September 15, 1956,
there has been compliance by the ap-
plicant with the certification require-
ments prescribed in 38 U.S.C. 3704(c).

(g) The applicant has certified, in
such form as the Secretary shall pre-
scribe, that

(1) Neither the applicant nor anyone
authorized to act for the applicant, will
refuse to sell or rent, after the making
of a bonafide offer, or refuse to nego-
tiate for the sale or rental of, or other-
wise make unavailable or deny the
dwelling or property covered by this
loan to any person because of race,
color, religion, sex, handicap, familial
status, or national origin;

(2) The applicant recognizes that any
restrictive convenant on the property
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