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PREPAYMENT PENALTY FIXED RATE
NOTE ADDENDUM

 THIS FIXED RATE NOTE ADDENDUM is made this  and is incorporated into and shall be 
deemed to amend and supplement the Note of the same date given by the undersigned (the “Borrower”) to secure Bor-
rower’s Fixed Rate Note (the “Note”) to

(the “Lender”) of the same date and covering the property described in the Security Instrument and located at:

[Property Address]

 ADDITIONAL COVENANTS. In addition to the covenants and agreements made in the Note, Borrower and 
Lender further covenant and agree as follows:

4.  Borrower’s Right to Prepay
 Subject to the prepayment charge provided below, Borrower has the right to make payments of principal at any time 
before they are due. A payment of principal only is known as a “prepayment”. A “full prepayment” is the prepayment of the 
entire unpaid principal due under the Note. A payment of only part of the unpaid principal is known as a “partial prepay-
ment.” When Borrower makes a prepayment, Borrower will tell the Note Holder (as defined in the Note) in writing that 
Borrower is doing so. Borrower may not designate a payment as a prepayment if Borrower has not made all the monthly 
payments due under the Note.

 If, within the first month(s), beginning with the date Borrower executes the Note (the “Penalty Period”), Borrower 
makes a full prepayment, or partial prepayment in any twelve (12)-month period that exceeds 20% of the original principal 
loan amount, Borrower will pay a prepayment charge as consideration for the Note Holder’s acceptance of such prepay-
ment. The prepayment charge will equal the amount of interest that would accrue during a six (6)-month period on the 
amount prepaid that exceeds 20% of the original principal balance of the Note, calculated at the rate of interest in effect 
under the terms of the Note at the time of the prepayment, unless otherwise prohibited by applicable law or regulation. 
No prepayment charge will be assessed for any prepayment occurring after the Penalty Period.

 No prepayment charge will be assessed for any prepayment made after the Prepayment Penalty Period.

 The Note Holder will apply all prepayments to reduce the amount of principal that Borrower owes under the Note. 
However, the Note Holder may apply Borrower’s prepayment to the accrued and unpaid interest on the prepayment 
amount, before applying Borrower’s prepayment to reduce the principal amount of the Note. If Borrower makes a partial 
prepayment, there will be no change in the due dates of Borrower’s monthly payments unless the Note Holder agrees in 
writing to those changes.

 The Note Holder’s failure to collect a prepayment charge at the time a prepayment is received shall not be deemed a 
waiver of such charge and any such any such charge calculated in accordance with this section shall be payable on demand.

All other terms and conditions of the above referenced Note remain in full force and effect.

NOTICE TO BORROWER

DO NOT SIGN THIS PREPAYMENT ADDENDUM BEFORE YOU READ IT. THIS PREPAYMENT ADDENDUM PRO-
VIDES FOR THE PAYMENT OF A CHARGE IF YOU WISH TO REPAY THE LOAN PRIOR TO THE DATE PROVIDED 
FOR REPAYMENT.




