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No portion of this Multifamily Selling and Servicing Guide may be reproduced in any form or by
any means without Fannie Mae's prior written permission, except as may be provided herein or
unless otherwise permitted by law. Limited permission to reproduce this Multifamily Selling and
Servicing Guide in print, in whole or in part, and limited permission to distribute electronically
parts of  this Multifamily Selling and Servicing Guide, are granted to Fannie Mae-approved
Lenders strictly for their own use in originating and selling multifamily Mortgage Loans to, and
servicing multifamily Mortgage Loans for, Fannie Mae. Fannie Mae may revoke this limited
permission by sending 60 days advance written notice to any or all  Fannie Mae-approved
Lenders.
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Section 206 Application of Monthly Payments

206.01 Fannie Mae Form Loan Documents

For Mortgage Loans originated using Fannie Mae published Note
forms, the Borrower's monthly payments must be applied in the following
order: 

any delinquent interest (other than interest attributable to the
default interest rate);

any delinquent principal;

interest for the current month at the Gross Note Rate;

principal for the current month;

reimburse the Servicer or Fannie Mae for any T&I payments;

reimburse the Servicer or Fannie Mae for any delinquency
resolution costs, attorney fees, Appraisal fees, environmental
assessment costs, or PCA costs;

reimburse the Servicer or Fannie Mae for any payments to
protect the Property;

late charges;

default interest;

T&I Custodial Account deposits; and

Collateral Agreement Custodial Account deposits.

206.02 Non-Fannie Mae Form Loan Documents

For Mortgage Loans not originated using Fannie Mae published
Note forms, the Servicer must apply monthly payments received from the
Borrower as required by the relevant Loan Documents.  If the Loans
Documents do not provide for the order of application of monthly payments,
then the Servicer must follow the requirements for the Fannie Mae
Post-1998 Loan Documents as provided in Part V, Chapter 2: Reporting
and Remitting, Section 206.01: Fannie Mae Form Loan Documents.

https://mfguide.fanniemae.com/node/7366
https://mfguide.fanniemae.com/node/7366
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Glossary

A

Appraisal Written statement independently and impartially
prepared by a qualified Appraiser stating an opinion
of the Property's market value
• as of a specific date, and
• supported by the presentation and analysis of relevant
market information.

Synonyms
• Appraisals
• Appraisal's

B

Borrower Person who is the obligor per the Note.

Synonyms
• Borrowers
• Borrower's

C

Collateral Agreement Agreement granting a security interest in Mortgage Loan
collateral not covered by the Security Instrument.

Synonyms
• Collateral Agreements

Custodial Account Accounts established by the Servicer for depositing
P&I payments, T&I funds, Collateral Agreement
deposits, and other similar funds.

Synonyms
• Custodial Accounts

G

Gross Note Rate Interest rate stated in the Loan Documents.



© 2025 Fannie Mae. Trademarks of Fannie Mae. Effective: 11/04/2025 5 of 6

L

Loan Documents All Fannie Mae-approved documents evidencing,
securing, or guaranteeing the Mortgage Loan.

Synonyms
• Loan Document
• Mortgage Loan Document
• Mortgage Loan Documents

N

Note Instrument evidencing a Mortgage Loan obligation,
including 
• Form 6010 series, 
• any other Fannie Mae-approved note, and 
• all applicable
    - addenda,
    - schedules, and
    - exhibits. 

Synonyms
• Notes

P

Property Multifamily residential real estate securing the Mortgage
Loan, including the
• fee simple or Leasehold interest,
• Improvements, and
• personal property (per the Uniform Commercial Code).

Synonyms
• Properties
• Property's

S

https://mfguide.fanniemae.com/node/11846


© 2025 Fannie Mae. Trademarks of Fannie Mae. Effective: 11/04/2025 6 of 6

Servicer Primary Person servicing the Mortgage Loan, including
• the originator,
• seller, or
• a third party.

Synonyms
• Servicers
• Servicer's

T

T&I Custodial Account Custodial Account for the deposit of T&I and other
impound escrow funds.

Synonyms
• T&I Custodial Accounts


