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Department of Veterans Affairs § 36.4212 

paragraph (a) of this section, credits le-
gally applicable to the entire loan shall 
be applied as follows: 

(1) Prepayments made expressly for 
credit to that portion of the indebted-
ness allocable to the veteran shall be 
applied to such portion of the indebted-
ness. All other payments shall be ap-
plied ratably to those portions of the 
loan allocable respectively to the vet-
eran and to the other debtors. 

(2) Proceeds of the sale or other liq-
uidation of the security shall be ap-
plied ratably to the respective portions 
of the loan, such portion of the pro-
ceeds as represents the interest of the 
veteran being applied to that portion of 
the loan allocable to such veteran. 

(Authority: 38 U.S.C. 3703(c)(1)) 

[44 FR 22725, Apr. 17, 1979, as amended at 55 
FR 37473, Sept. 12, 1990] 

§ 36.4211 Amortization—prepayment. 
(a) To be eligible for guaranty under 

38 U.S.C. 3712 a loan shall be amortized 
fully within the term of the loan in ac-
cordance with any generally recognized 
plan of amortization requiring approxi-
mately equal monthly payments. The 
loan shall not be payable on demand or 
at sight or presentation, or at a time 
not specified or computable from the 
language in the evidence of indebted-
ness, or on a renewal basis at the op-
tion of the holder. The first payment 
may be deferred not longer than 2 
months from the date the loan is 
closed. 

(b) No guaranteed loan security in-
strument shall contain any provision 
giving the holder a right to declare the 
loan due or otherwise to declare a de-
fault if the holder ‘‘shall feel insecure’’ 
or upon the occurrence of any similar 
condition at the holder’s option, with-
out regard to any act or omission by 
the debtor. 

(c) The debtor shall have the right, 
without penalty or fee, to prepay all or 
not less than one installment of the in-
debtedness at any time. Credit for any 
partial prepayment made on other than 
an installment due date may be post-
poned to the next installment due date. 
The holder and the debtor may agree at 
any time that any prepayment not pre-
viously applied in satisfaction of ma-
tured installments shall be reapplied 

for the purpose of curing or preventing 
any subsequent default. Any prepay-
ment in full of the indebtedness (un-
paid principal balance plus earned in-
terest) shall be credited on the date re-
ceived. In determining the amount re-
quired to prepay the indebtedness in 
full the holder of the loan shall exclude 
all unearned interest or discount. 

(d) Subject to paragraph (a) of this 
section any amounts which under the 
terms of a loan do not become due and 
payable on or before the last maturity 
date permissible for loans of its class 
under the limitations contained in 
§ 36.4204 shall automatically fall due on 
such date. 

§ 36.4212 Interest rates and late 
charges. 

(a) In guaranteeing or insuring loans 
under 38 U.S.C. chapter 37, the Sec-
retary may elect to require that such 
loans either bear interest at a rate that 
is agreed upon by the veteran and the 
lender, or bear interest at a rate not in 
excess of a rate established by the Sec-
retary. The Secretary may, from time 
to time, change that election by pub-
lishing a notice in the FEDERAL REG-
ISTER. Provided, however, that the in-
terest rate of a loan for the purpose of 
an interest rate reduction under 38 
U.S.C. 3712(a)(1)(F) must be less than 
the interest rate of the VA loan being 
refinanced. This paragraph (a) does not 
apply in the case of an adjustable rate 
mortgage being refinanced with a fixed 
rate loan. 

(Authority: 38 U.S.C. 3703, 3712) 

(b) For loans bearing an interest rate 
agreed upon by the veteran and the 
lender, the veteran may pay reasonable 
discount points in connection with the 
loan. The discount points may not be 
included in the loan amount, except for 
interest rate reduction refinancing 
loans under 38 U.S.C. 3712(a)(1)(F). 

(Authority: 38 U.S.C. 3703, 3712) 

(c) The rate of interest in instru-
ments securing the indebtedness for all 
loans may be expressed in terms of add- 
on or discount. 

(Authority: 38 U.S.C. 3710, 3712) 

VerDate Aug<31>2005 11:34 Aug 18, 2008 Jkt 214140 PO 00000 Frm 00591 Fmt 8010 Sfmt 8010 Y:\SGML\214140.XXX 214140er
ow

e 
on

 P
R

O
D

1P
C

71
 w

ith
 C

F
R


