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§207.259(b)(2)(iv) of this chapter shall
not be applicable.

[36 FR 24643, Dec. 22, 1971, as amended at 59
FR 49817, Sept. 30, 1994]

Subpart C—Interest Reduction
Payments

§236.501 Interest reduction payments
contract.

This subpart shall constitute the in-
terest reduction payment contract be-
tween the mortgagee and the Commis-
sioner with respect to a mortgage in-
sured under section 236 of the National
Housing Act. The endorsement of the
mortgage for insurance shall con-
stitute the execution of the interest re-
duction payment contract with respect
to the mortgage being insured.

§236.505

Interest reduction payments pursu-
ant to this subpart shall be made only
in connection with a mortgage which is
insured under subparts A and B of this
part.

Eligible mortgages.

§236.510 Term of payments.

(a) The term for which interest re-
duction payments shall be made shall
begin on the following dates:

(1) With respect to a mortgage in-
volving insurance of advances, on the
date the Commissioner finally endorses
the mortgage not for insurance or such
earlier date as may be established by
the Commissioner.

(2) With respect to a mortgage in-
sured upon completion, the date on
which the Commissioner endorses the
mortgage note for insurance.

(b) The term of the interest reduction
payments shall end upon the occur-
rence of one of the following events:

(1) The termination of the contract of
insurance, except where the mortgage
has been assigned to the Commissioner.

(2) The Commissioner’s receipt of the
mortgagee’s notice of intention to file
an insurance claim and to acquire and
convey title to the Commissioner pur-
suant to §207.258(c) of this chapter. In
the event the mortgagee fails to pro-
vide the Commissioner with such no-
tice of intention within the time speci-
fied in §207.258(a) of this chapter, the
last day on which the Commissioner

§236.520

should have received the mortgagor’s
notice shall be deemed the date the
Commissioner receives such notice.

(3) At the discretion of the Commis-
sioner, the mortgagor’s failure to meet
its obligations under the regulatory
agreement it has entered into with the
Commissioner.

(c) Upon termination of the interest
reduction payments contract, the pay-
ment due on the first of the month in
which the termination occurs shall be
the last payment to which the mort-
gagee shall be entitled.

(d) Where the term of interest reduc-
tion payments is ended pursuant to
paragraph (b) (2) or (3) of this section,
such interest reduction payment con-
tract may be reinstated by the Com-
missioner, in his discretion and on such
conditions as he may prescribe. In the
event of such reinstatement, interest
reduction payments will be made to
the mortgagee for those months during
which such payments were suspended.

§236.515 Time of payments.

The interest reduction payments
shall be due on the first day of each
month following the beginning of the
term, and shall be paid upon the re-
ceipt of a billing (on a form prescribed
by the Commissioner) from the mort-
gagee or its authorized agent.

§236.520 Amount of payments.

(a) The interest reduction payment
to the mortgagee shall be in an amount
not exceeding the difference between
the following:

(1) The monthly installment for prin-
cipal, interest, and mortgage insurance
premium which the mortgagor is obli-
gated to pay under the mortgage; and

(2) The monthly payment for prin-
cipal and interest the mortgagor would
be obligated to pay if the mortgage
were to bear interest at the rate of 1
percent per annum.

(b) Where individual family units in
the project are sold, subject to a plan
approved by the Commissioner, and as
the principal amount of the mortgage
is reduced by payment of the portion of
the mortgage attributable to the sold
units and as the amount of the mort-
gage payments which the mortgagor is
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