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charges and to receive payments under
the term or tenure payment option,
then the mortgagee shall set aside at
closing a portion of the principal limit
that will be sufficient to pay such
items for the period beginning in the
last date on which each such charge
would have been paid under the normal
lending practices of the mortgagee and
local custom (if each such date con-
stitutes prudent lending practice), and
ending in the due date of the first
monthly payment to the mortgagor.

[64 FR 24833, June 9, 1989; 54 FR 32060, Aug. 4,
1989, as amended at 60 FR 42762, Aug. 16, 1995]

§206.207 Allowable charges and fees
after endorsement.

(a) Reasonable and customary charges.
The mortgagee may collect reasonable
and customary charges and fees from
the mortgagor after insurance endorse-
ment by adding them to the mortgage
balance, but only for: items listed in
§203.552(a)(6), (9), (11), (13) and (14) of
this chapter; items authorized by the
Secretary under §203.552(a)(12) of this
chapter, or as provided at §206.26(d); or
charges and fees related to additional
documents described in §206.27(b)(10)
and related title search costs.

(b) Servicing charges. The mortgagee
may collect a fixed monthly charge for
servicing activities of the mortgagee or
servicer if (1) the charge is authorized
by the Secretary, (2) the charge is dis-
closed as required by §206.43 to the
mortgagor in a manner acceptable to
the Secretary at the time the mort-
gagee provides the mortgagor with a
loan application, (3) amounts to pay
the charge are set aside as a portion of
the principal limit, and (4) the charge
is payable only from the set aside.

[64 FR 24833, June 9, 1989, as amended at 60
FR 42762, Aug. 16, 1995]

§206.209 Prepayment.

(a) No charge or penalty. The mort-
gagor may prepay a mortgage in full or
in part without charge or penalty at
any time, regardless of any limitations
on prepayment stated in a mortgage.

(b) Insurance and condemnation pro-
ceeds. If insurance or condemnation
proceeds are paid to the mortgagee, the
principal limit and the mortgage bal-
ance shall be reduced by the amount of
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the proceeds not applied to restoration
or repair of the damaged property.

[61 FR 49034, Sept. 17, 1996]

§206.211 Annual determination of
principal residence.

At least once during each calendar
year, the mortgagee shall determine
whether or not the property is the prin-
cipal residence of at least one mort-
gagor. The mortgagee shall require
each mortgagor to make an annual cer-
tification of his or her principal resi-
dence, and the mortgagee may rely on
the certification unless it has informa-
tion indicating that the certification
may be false.
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