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A loan participation is a sharing or selling of interests in a loan. Credit unions can use 
loan participations as an integral part of their balance sheet strategies. Credit unions 
that sell participations may enhance their liquidity, interest rate risk management, 
and ability to serve members. Credit unions that purchase participations may benefit 
from a diversified balance sheet, higher loan-to-share ratio, and increased earnings.

This handbook is meant to serve as a basic resource for credit unions that purchase 
or buy loan participations. It contains fundamental issues that any credit union should 
consider before establishing a participation program.

/ INTRODUCTION AND PURPOSE

INTRODUCTION 
AND PURPOSE
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/ PARTICIPATION OVERVIEW

WHAT IS A LOAN PARTICIPATION?
A loan participation is an instrument which allows multiple lenders to participate or 
share in the funding of a loan. The originating (lead) lender underwrites and closes 
the loan, and subsequently, or sometimes simulaneously, sells portions of the loan to 
other pparticipants In most cases, the originating lender will service the loan and remit 
each participant's share of principal and interest to them as they are received by the 
servicer. Participating institutions share in the funding of a loan, becoming an “owner” 
of a portion of the loan with all benefits of full performance and, if non-recourse, all 
associated risks of loss — as if the participant had originated the loan itself.

WHY LOAN PARTICIPATIONS?
A major motivation for a loan participation program is to meet the needs of members 
in conjunction with certain requirements of the institution. While participations provide 
a mechanism for improving lender volume, increasing geographic diversification, and 
diversifying risk, credit unions that are considering the purchase of loan participations 
must avoid an overreliance on the lead institution and perform their own due diligence.

HOW MANY CREDIT UNIONS USE LOAN PARTICIPATIONS?
Credit unions over $1B in assets are the most active in the market with approximately 
70% of those institutions utilizing participations. However, as asset size decreases, 
the percentage of credit unions utilizing participations drops significantly. Less than 
30% of credit unions with assets under $100M use participations as of 2012.

PARTICIPATION 
OVERVIEW 

Peer Group

# of CUs with 
Participation Loans 

Outstanding

% of CUs In Peer Group 
with Participations 

Outstanding

CUs Less Than $10M 72 2.9%
CUs $10M – $20M 67 6.6%
CUs $20M – $50M 213 16.4%
CUs $50M – $100M 221 27.5%
CUs $100M – $250M 305 43.3%
CUs $250M – $500M 193 55.6%
CUs $500M – $1B 135 62.5%
CUs Over $1B 136 69.7%
TOTAL 1,342 19.1%

PARTICIPATION LOAN PEER 
GROUP COMPARISON
DATA AS OF SEPTEMBER 30, 2012

SOURCE: CALLAHAN & ASSOCIATES’ PEER-TO-PEER ANALYTICS 
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/ PARTICIPATION OVERVIEW

MORE CREDIT UNIONS 
ARE UTILIZING 
PARTICIPATION LOANS
Outstanding Participation Loans And  
Number Of Credit Unions With 
Outstanding Balances

DATA AS OF SEPTEMBER 30, 2012
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1,600Outstanding 
Participation Loans

# of CUs Using 
Participation Loans

$9.6

$11.3

1,101

1,342

SOURCE: CALLAHAN & ASSOCIATES’ PEER-TO-PEER ANALYTICS 

OVER HALF OF 
THE OUTSTANDING 
PARTICIPATIONS ARE 
BUSINESS LOANS
Participation Loan Portfolio

DATA AS OF SEPTEMBER 30, 2012

Loan Pools

Commercial Construction 
& Development

Non-Member Business 
Loans (Excluding C&D)

Member Business 
Loans (Excluding C&D)

Real Estate

Non-Federally Guaranteed 
Student Loans

Consumer14.9%

44.4%

8.7%

20.1%

2.6%

2.5%

6.9%

SOURCE: CALLAHAN & ASSOCIATES’ PEER-TO-PEER ANALYTICS 
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/ PARTICIPATION OVERVIEW

IS THERE A FIXED PERCENTAGE THAT THE 
ORIGINATING CREDIT UNION MUST RETAIN?
For Federal credit unions, the originating credit union must retain at least 10% of 
each loan. Retention requirements for state-chartered vary state by state, and should 
be confirmed with legal counsel. Whatever split is decided upon, the participating 
credit unions should achieve a desired level of comfort that is agreeable to all par-
ties involved.

WHO IS RESPONSIBLE FOR SERVICING?
If the originating lender possesses the capabilities to handle the servicing, that 
institution may service the loan on behalf of the participants. This includes monthly 
reports and distribution of principal and interest.

However, many credit unions don’t have the operational capacity to service multiple 
loan participations. Therefore, it may be preferable to employ a third party servicer to 
service the loan on behalf of the lead institution. This arrangement is usually speci-
fied in the participation agreement.
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/ RULES AND REGULATION CHECKLIST AND COMPLIANCE

The NCUA has a vested interest in ensuring that Loan Participations are well-thought-
out by both parties. Loan participations may pose a systemic risk to the National 
Credit Union Share Insurance Fund. Therefore, it is important to the NCUSIF that all 
federally insured credit unions adhere to the same minimum standards for engag-
ing in loan participations. Before entering into a transaction, the NCUA suggests, 
and the examiners may ensure, that purchasing and selling credit unions evaluate 
all components and stages of a loan participation.

DUE DILIGENCE REVIEW
PURCHASING CREDIT UNIONS SHOULD CONSIDER THE FOLLOWING FACTORS:
•	Seller must have demonstrated 

ability to repurchase the participation 
if required under the terms of the 
participation agreement.

•	Product being sold is time-tested. 
Seller must demonstrate experience 
in underwriting product, and product 
should have weathered full economic 
and interest rate cycle. 

•	Participation Agreement should 
define how risk will be shared among 
the participants, including whether 
the transaction qualifies for true sale 
accounting or is a secured borrowing.

•	Purchasing credit union must 
underwrite the loan to their own 
standards — it cannot rely on the 
analysis performed by the seller or 
the broker.

RISK ASSESSMENTS
Prior to starting a loan participation program or entering into a loan participation 
agreement with a third party, officials must evaluate whether the program is compat-
ible with the board’s risk tolerance, loan policies and overall strategic plan. 

CREDIT RISK ASSESSMENT

When evaluating acceptable credit risk, purchasing credit unions should consider a 
broad range of issues, including:

•	Credit scores

•	LTV limits

•	Cash flow analysis

•	Concentrations in volatile or unstable markets

•	Concentrations in geographical locations

•	Concentrations in certain types of investment properties

•	Feasibility of speculative development projects

•	Use of borrower information provided by brokers, and

•	Full analysis of appraisal assumptions and final valuations

RULES AND 
REGULATION 
CHECKLIST AND 
COMPLIANCE
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/ RULES AND REGULATION CHECKLIST AND COMPLIANCE

Management must determine in advance the types of loan participations to purchase, 
based on the depth of staff experience and expertise, and other necessary resources, 
including management information systems to track changing risks.

The originating and purchasing credit unions need to adopt a policy permitting loan 
participations, including the specific types of loans to be participated and any de-
viations from existing underwriting standards. The purchasing credit union should 
review the originating credit union's policies as part of its due diligence procedures.

RECOURSE VS NON-RECOURSE

When considering credit risk, a purchasing credit union will likely want to evaluate 
whether the purchased participation is being sold without recourse to the originating 
credit union. Participation agreements with or without recourse to the originator are 
different than loans with or without recourse to the borrower.

If a credit union purchases a participation pool without recourse to the originating 
credit union, then the credit union passes the loan pool’s credit risk to the purchas-
ing credit union. If the purchase participation is with recourse, the purchasing credit 
union may be able to demand that the originating credit union repurchase the loan 
and pay its ratable share of the unpaid balance. Both the originating and purchas-
ing credit unions should examine the participation agreement for language which 
indicates whether the transaction is recourse or non-recourse, and the obligations 
due to the other party as a result.

INTEREST RATE RISK ASSESSMENT

Examiners will confirm whether a purchasing credit union has thoroughly evaluated 
the potential impact of interest rate risk, especially from extended maturities, on the 
fair value of their balance sheet.

LIQUIDITY RISK ASSESSMENT

Purchasing credit unions must evaluate the adequacy of:

•	Liquidity to meet their own members’ future loan demand before purchasing loan 
participations

•	Management reporting systems to measure and monitor cash flows including dis-
bursement and scheduled payments

•	Funding sources to meet all potential calls to fund loan disbursements

TRANSACTION RISK ASSESSMENT

Purchasing credit unions must determine how to properly account for and control 
cash flow streams between themselves and the seller. (An example of accounting 
treatment is provided below.)
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/ RULES AND REGULATION CHECKLIST AND COMPLIANCE

COMPLIANCE RISK ASSESSMENT

A buyer of loan participations must conform with applicable rules, regulations and 
compliance laws. These will include:

•	NCUA Regulations applicable to loan participations (A summary of applicable regu-
lations is provided below.)

•	NCUA Regulations governing appraisals

•	Applicable state laws for state-chartered credit unions

•	Bank Secrecy Act; and

•	Consumer protection regulations, such as Truth in Lending, Equal Credit Opportunity 
Act and Real Estate Settlement Procedures Act

STRATEGIC RISK ASSESSMENT

Credit unions should document how the relationship will relate to their credit union’s 
strategic plan, considering long-term goals, objectives, and resource allocation 
requirements.

CONCENTRATION RISK ASSESSMENT

Both the originating and purchasing credit unions should consider their concentration 
risks when entering into a transaction. A purchasing credit union should ensure that 
its Board and Senior Managers are aware of how the acquisition of the purchased 
loans may increase its concentration in an asset category. Additionally, an originat-
ing credit union that sells its loans should be aware of how the sale of a particular 
category of loans could inadvertently increase the concentration of other categories 
of loans retained on its books.

REPUTATION RISK ASSESSMENT

Purchasing credit unions should have adequate internal controls, staffing, business 
recovery plans and other resources to meet their contractual commitments to the 
originating credit union in a timely manner.

Additionally, purchasing credit unions should consider the ramifications of a loan 
participation where the borrower would not fit the normal purview of the purchasing 
credit union. This consideration becomes especially important if the loan defaults 
or loses the credit union money. For example, a purchasing credit union’s members 
may become unhappy to learn that a borrower 500 miles away defaulted on a loan 
that was purchased.

CONTINUED MONITORING
Even after the prior due diligence and risk assessments, NCUA recommends that 
purchasing credit unions should complete a post-closing review of all loan documents 
to determine that all terms and conditions are in accordance with the original terms 
presented. Loan participation Agreements should include language that requires a 
seller to buy back loans with missing documents, made outside of policy or otherwise 
not in conformance with representations and warranties.
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/ RULES AND REGULATION CHECKLIST AND COMPLIANCE

Additionally, management of both purchasing and selling credit unions should fully 
understand the terms of the loan participation Agreement and underlying loan trans-
action in order to explain them to interested parties and regulators.

Finally, selling credit unions should continually monitor potential liability from maturing 
balloon extensions or rollovers since participants are generally not legally bound to 
continue to fund the extensions or rollovers, potentially creating significant liquidity, com-
pliance and credit risk in the event the participants decline to renew their involvement.

SUMMARY OF NCUA RULES APPLICABLE 
TO LOAN PARTICIPATIONS
§701.22 – PROPOSED RULE 76 FR 79548 – NEW LOAN PARTICIPATION

In December 2011, the NCUA proposed new loan participation rules for Section 
701.22. As of publication of this guide, the NCUA has yet to issue a final rule, but 
the proposed rule provides greater detail and regulatory expectations regarding key 
aspects of a loan participation purchase, including the loan participation policy, the 
loan participation agreement and the ongoing monitoring of the loan participation.

Some of the most significant changes to the rule include more enumerated require-
ments in loan participation agreements and policies, including revised language to 
clarify that the originating lender must participate in the loan throughout the life of 
the loan. The newly proposed rule also will not offer exemptions for differing under-
writing standards, meaning that the originating credit union’s underwriting must be 
as stringent, or more so, than the purchasing credit union’s standards. Additionally, 
many of the requirements that are currently in place only for Federal credit unions 
would be expanded to all Federally-insured state chartered credit unions. Finally, 
loan participation purchases involving a single originator is limited to a maximum 
of 25% of the credit union’s net worth, and loan participation purchases involving 
one borrower to 15% of net worth (both these limits will likely be increased when the 
final rule is released).

Though the rule has yet to be finalized, it may be prudent to take the proposed provi-
sions into consideration when developing a loan participation program and policy.

Other details of the newly proposed rule are highlighted below:

LOAN PARTICIPATION CONDITIONS

The following conditions must be satisfied:

•	The purchase complies with all regulations to the same extent as if the credit union 
had originated the loan

•	The credit union has executed a written loan participation agreement with the 
originating lender

•	The originating lender retains at least a 10% interest in the outstanding balance 
of the loan
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/ RULES AND REGULATION CHECKLIST AND COMPLIANCE

•	The borrower is a member of a participating credit union before the credit union 
purchases a loan participation 

•	Purchase complies with the credit union’s written loan participation policies

LOAN PARTICIPATION POLICY

A credit union must establish a loan participation policy, which must:

•	Establish underwriting standards for loan participations that at least meet the same 
underwriting standards the credit union uses when it originates a loan

•	Limit the aggregate amount of loan participations that may be purchased from any 
one originating lender (not to exceed 25% of credit union’s net worth is proposed 
— likely will be revised in Final Rule)

•	Limit the amount of loan participations that may be purchased by each loan type, 
not to exceed a specified percentage of the credit union’s net worth

•	Limit on the aggregate amount of loan participations that may be purchased with 
respect to a single borrower (not to exceed 15% of credit union’s net worth is 
proposed — likely will be revised in Final Rule)

LOAN PARTICIPATION AGREEMENT

A loan participation agreement must include:

•	Prior to purchase, the identification of the specific loan participations being pur-
chased

•	The percent of the loan participation being retained by the originating lender 
throughout the life of the loan (which must be at least 10%)

•	The location and custodian for the original loan documents

•	Access to periodic financial and other performance information about the loan

•	Enumerated duties and responsibilities of the originating lender, servicer, and 
participants in respect of servicing, default and foreclosure

RULES §701.22(A)(1); (C)(2) REQUIRED AND 
PERMISSIBLE LOAN PARTICIPANTS 

Generally, a loan participation is a loan in which one or more “eligible organizations” 
participate pursuant to a written agreement with the originating lender.

Purchasing credit unions may only participate in loans in which the original lender 
remains as a participant. (OGC Opinion 07-1035 (October 26, 2007))

A Federal Credit Union that is the originating lender must retain at least 10%, or a 
meaningful interest if not an FCU, of each loan in which it sells a participation interest 
(OGC Opinion 07-1035, October 26, 2007)

RULE §701.22 INTEREST RATE

Because FCUs can only participate in loans they are empowered to grant, FCUs can-
not participate in loans with an interest rate greater than the maximum allowable 
interest rate, which is currently 18%. (12 CFR 701.22(b))
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/ PROCESS OVERVIEW

The general participation process is as follows (refer to appendix for sample agree-
ments and loan certificates):

1.	 A list of loans the originating credit union is willing to participate is created.

2.	 The credit union makes any electronic files available to the purchasing credit 
union, if applicable.

3.	 The purchasing credit union’s underwriter reviews the loans and makes selections. 
Sometimes, a loan that is a special program, for instance a high LTV for a physician 
loan, may result in the purchasing credit union passing on it based on their written 
loan policies.

4.	 Originating credit union agrees to the selections and the participation %.

5.	 Originating credit union sends the documents for the participation.

6.	 Purchasing credit union wires funds to originating credit union.

7.	 Originating credit union follows up with copies of the Notes and Deed of Trust.

PROCESS 
OVERVIEW
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APPENDIX 
CONTENTS
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♦

♦

♦
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/ APPENDIX: BOARD DISCUSSION AND ALM REVIEW [SAMPLE]

PURPOSE
(State/Federal) Statutes, (Section XXXX.xx), provides that a credit union may agree 
to participate in the risk liability and income of loans to credit union members jointly 
with other credit unions, credit union organizations, financial institutions or financial 
organizations. 

POLICY

It is the policy of the credit union to participate in loans to credit union members 
jointly with eligible organizations up to a funding percentage not to exceed a 90% 
undivided interest of the total loan(s).

DEFINITIONS

1.	 “Participation loan” means a loan where one or more eligible organizations par-
ticipate pursuant to a written agreement with the originating lender.

2.	 “Eligible organizations” means a credit union, credit union organization, financial 
institution, or financial organization.

3.	 “Originating lender” means the participant with which the member contracts.

GENERAL CONSIDERATIONS

1.	 The originating credit union will comply with applicable state or federal lending 
regulations.

2.	 If the total interest in a participation loan combined with prior participation loan 
purchases and other indebtedness owing to the credit union exceeds 10% of total 
assets, management will complete a credit concentration study.

3.	 A written master participation agreement will be properly executed by 
			    on behalf of the credit union. The master agreement will 
include provisions for identifying the participation loan or loans prior to their sale.

4.	 The credit union will screen each new originator offering loan participation pools.

5.	 Upon approval of a loan participation program the board of directors will adopt the 
program originator’s policies, procedures, and guidelines as its own loan policy, 
either directly or by reference.

6.	 Management will conduct periodic audits and reviews with loan participation 
originators to verify the accounting process, separation of duties for internal 
control, and maintenance of proper contingency plans.

7.	 To control the risk of loss resulting from increases in the level of interest rates, 
defaults, and forced sale of loans, the maturity of the loan participation portfolio 
is restricted to a 6-year maximum.

8.	 There are two distinct types of loan participation agreements which may be en-
tered into by the credit union:
a.	Loans purchased with recourse to the selling organization.
b.	Loans purchased without recourse to the selling organization.

BOARD 
APPROVAL LOAN 
PARTICIPATION 
POLICY
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/ APPENDIX: BOARD DISCUSSION AND ALM REVIEW [SAMPLE]

Each type demands a unique due diligence procedure as outlined in the due diligence 
section below.

DUE DILIGENCE PROCEDURES

The due diligence examination will consist of the following:

Due diligence procedures for selection and approval of originating organization:

•	A review of the past 24 months financial performance will be performed, including:
▪▪ Audited Annual Financial Statements, and Audited Quarterly Financial State-

ments, if available
▪▪ 5300 Call Reports

•	A financial analysis of the originator will be performed to determine trending analysis 
in the areas of capital, earnings, delinquency and loan loss ratios.

•	Minimal Data for Analysis:
▪▪ Equity Capital/Total Assets
▪▪ Net Income and Cash Flow Statements
▪▪ Delinquent Loans/Total Loans
▪▪ Repossessions/Originations (if material)
▪▪ Net Charge-Offs/Average Loans

•	A review of loan policies and delinquency and collection procedures.

•	References will be requested and verified. Prior loan participation experience is 
preferred.

•	Visit originator’s operations to review the concept of the business and verify that 
operating systems, policies, and procedures support the business model and are 
consistent with this policy.

▪▪ Organization is capable of segregating the loans to be sold on their computer 
system.

▪▪ Documentation required: A file or printout of segregated loan portfolio.
▪▪ The form and substance of the monthly and other periodic reports will be 

accurate and provide adequate information for accounting and delinquency 
reporting purposes.

•	Evaluate the financial management and risk factors associated with the program 
to ensure they are consistent with this policy, including:

▪▪ Financial responsibility of the originator supporting the program.
▪▪ Known adverse information regarding the originator appearing in the press 

will be reported by management to the board of directors.
▪▪ Risk of default and estimated risk exposure should default occur.
▪▪ Special features that may mitigate credit union’s exposure.
▪▪ Credit enhancement features that are part of the program.

All documentation will be filed with the master loan participation agreement and will 
be retained until the loan participation purchased has been paid in full, returned to 
the originator, or charged-off.
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/ APPENDIX: BOARD DISCUSSION AND ALM REVIEW [SAMPLE]

Due diligence procedures for RECOURSE AND NON-RECOURSE loan purchases:

A.	 Obtain a copy of the loan underwriting policy and review to establish that the 
policy is reasonable and meets the requirements of the credit union.

B.	 The selling organization’s collection policy and actual procedures are appropriate 
and effective for the type of loans being sold.
▪	 Review collection policies and procedures.
▪	 Interview personnel regarding implementation of these procedures.

C.	 The seller’s operational procedures are adequate to properly service the loans.
▪	 Review payment-processing procedures.

D.	 The projected net yield for the pool of loans being considered has been calculated.

E.	 The projected net yield will be compared to net yields available on other invest-
ments to determine if the compensation is adequate for the risk assumed.

Additional due diligence procedures for NON-RECOURSE loan purchases:

F.	 The loan underwriting practices of the seller are compliant with their internal 
policies.

▪▪ Review a random sample of loans from the proposed participation pool.

G.	 The historical loss ratio for the pool of loans being considered for purchase will 
be calculated. If the pool does not have an historical loss ratio the loss ratio for 
similar loans held by the originator may be substituted.

H.	 Minimum acceptable underwriting standards for the type of loans being purchased 
may include:

▪▪ Type of loans in the pool
▪▪ Securing titles
▪▪ Insurance for collateral
▪▪ Debt ratio limitations
▪▪ Loan terms
▪▪ Credit report standards

STANDARDS FOR THE ORIGINATING LENDER

An originating lender will:

1.	 Underwrite loans based on the lending policy and guidelines provided to the 
credit union and agree to send updates to the lending policy and guidelines as 
they are made.

2.	 Only make loans to individuals eligible for membership in one of the participating 
credit unions.

3.	 Retain an interest of at least 10% of the face amount of each loan. If the originating 
lender is not the organization selling the loans the organization selling the loans 
will retain a minimum 10% interest in each loan.

4.	 Retain the original loan documents or legal substitute loan documents.

5.	 Require the use of the same underwriting standards and collections standards 
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/ APPENDIX: BOARD DISCUSSION AND ALM REVIEW [SAMPLE]

for participation loans as for loans that are not being sold.

STANDARDS FOR THE CREDIT UNION

As a participating lender, the credit union will:

1.	 Have a lending or participation policy in place that sets forth the loan underwrit-
ing standards for the particular type of loans prior to entering into a participation 
agreement.

2.	 Retain the original or a copy of the written participation loan agreement and a 
schedule of the loans covered by the agreement.

3.	 Include provisions in its policies, approved by the Board of Directors, which govern 
the purchase and funding of participations.

4.	 When the loan type is outside of the general business practices or the level of 
internal expertise of the credit union, an experienced underwriter with expertise in 
the field identified will be used as a consultant.

ON-GOING DUE DILIGENCE PROCESS

Financial Review: At lease semi-annually, obtain and review financial informa-
tion provided by the originator. Obtain certified, audited, or regulatory financial 
information when available.

Participation Status: Review actual program performance against this policy and 
overall goals in order to ensure the program is meeting expectations.

UNDERWRITING PROCEDURES

Underwriting procedures will vary for each type of loan participation based upon 
loan type and whether portfolio is with or without recourse to selling organization.

For Portfolios with recourse, the following minimum information will be analyzed:

A.	 Most Recent Audited Financials

B.	 NCUA 5300 or FPR and FPR ratios reports (if applicable)

C.	 Loan Policy

D.	 Delinquency and Collection Procedures

For portfolios without recourse the following will be reviewed on a random sample 
of loans:

AUTOMOBILE LOAN PARTICIPATION

A.	 Loan application

B.	 Evaluate credit report

C.	 Examine proof of income and ability to pay

D.	 Verify collateral value

E.	 Recalculate loan to value

F.	 Verify that the terms of the loan are within the originator’s loan policy limits
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/ APPENDIX: BOARD DISCUSSION AND ALM REVIEW [SAMPLE]

MORTGAGE LOANS

G.	 Review loan application

H.	 Evaluate credit report

I.	 Examine proof of income and ability to pay

J.	 Verify LTV and appraisal

K.	 Verify that the terms of the loan are within originator’s loan policy limits

LOAN ORIGINATION AND ADMINISTRATION
Credit guidelines and loan origination will be completed as follows:

•	Originator prepares the loan documents that comply with applicable state and 
federal regulations.

•	Loan documents will be fully completed and will result in valid and binding obligation 
of all borrowers to pay the loan according its term and with a valid and enforceable 
first lien on the collateral.

•	Originator will verify the borrower has appropriate insurance in the full amount of 
the collateral as shown on the purchase contracts. Insurance will be payable to 
the originator, or the credit union or both as applicable.

•	Originator will maintain in its possession all documents and records necessary 
for evidencing, securing, and servicing the loan. Originator will provide access to 
these documents at any reasonable time.

ANNUAL REVIEW
This policy is subject to annual review by the board of directors.

APPROVED BY THE BOARD: 	

DATE: 	
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/ Appendix: Accounting Treatment

Initial Balance Reconciliation
Upon the initial transfer of funds to Originating Credit Union: the Originating Credit 
Union accountant will debit cash and credit a contra account.

Monthly Reporting:
Within 3 business days of month end, the Originating Credit Union accountant will 
prepare the following reports for the Participating Credit Union:

 Delinquency Report — Participation Loans

 Escrow Advance Report — Participation Loans

 Payment Activity Report — Participation Loans

 Remittance Report — Participation Loans

 Trial Balance Report — Participation Loans

Remittance Processing:
Remittance is sent from the Originating Credit Union to Participating Credit Union on 
the fourth business day after month end.

Accounting 
Treatment

kchatterjie
Sticky Note
None set by kchatterjie

kchatterjie
Sticky Note
Accepted set by kchatterjie


Delinquency

		ABC FEDERAL CREDIT UNION

		PARTICIPATION LOANS

		DELINQUENCY REPORT

		AS OF June 30, 2012



		loannumber		Last Name		nextduedate		# of Days Delinquent		Participant Purchase Date		Loan Balance		 Loan Balance		Participant Loan Balance		Accrued interest		Accrued Interest		Participant Accrued interest





												- 0		- 0		- 0		- 0		- 0		- 0







												Count		Participant Loan Balance

										1-29 Days		0		- 0

										30-59 Days		0		- 0

										60-179 Days		0		- 0

										180-364 Days		0		- 0

										over 365 Days		0		- 0

												0		- 0







Delinquency Report.xlsx


Sheet1

		ABC FEDERAL CREDIT UNION

		PARTICIPATION LOANS

		ESCROW ADVANCE REPORT

		AS OF [DATE]



		loannumber		Last Name		Escrow Loan (Yes or No)		Escrow Balance @ [Date]		Escrow Pmt paid by Borrower		Force Placed Insurance Paid		Escrow Balance @ [Date]		Participant Participation %		Participant Escrow Advance @ [Date]		ABC Escrow Advance @ [Date]		Participant Escrow Advance Recovered		ABC Escrow Advance Recovered







								- 0		- 0		- 0		- 0				- 0		- 0		- 0		- 0







Sheet2





Sheet3





Escrow Advance Report.xlsx


Sheet1

		Loan Number		b1_lastname		interestrate		pandipayment		next_due_date		current_escrow_balance		current_escrow_advance_balance		transactiondate		effective_date		prev_upb		principalamount		interestamount		transactiondescription		upb

		1234		SMITH		4.75		4,743.38		07/01/12		- 0		- 0		06/01/12		06/01/12		780,257.76		1,654.86		3,088.52		PAYMENT		777,102.90

































Sheet2





Sheet3





Payment Activity Report.xlsx


Remittance

		ABC FEDERAL CREDIT UNION

		PARTICIPATION LOANS

		REMITTANCE REPORT

		AS OF JUNE 30, 2012

		Loan Number		Last Name		Interest Rate		Lien Position		Purchase Date		Next Due Date		Beginning Loan Balance		Principal Payment		Curtailment		Interest Payment		ABC Service Fee		Ending Loan Balance		Escrow Advance Settlement		Escrow Advance Recovered		Total Remittance Due

		1234		SMITH		4.750%		1		09/28/10		07/01/12		500,000.00		992.92		900.00		1,853.11		97.53		498,107.08		- 0		- 0		3,648.50













		1												500,000.00		992.92		900.00		1,853.11		97.53		498,107.08		- 0		- 0		3,648.50









Remittance Report.xlsx


Trial Balance

		ABC FEDERAL CREDIT UNION

		PARTICIPATION LOANS

		TRIAL BALANCE REPORT

		AS OF JUNE 30, 2012

		loannumber		Last Name		interestrate		Lien Position		closingdate		nextduedate		maturitydate		Purchase Date		original loan amount		original term		Escrow Loan (Yes or No)		Escrow Balance		Loan Balance		ABC Loan Balance		Participant Loan Balance		Accrued interest		ABC Accrued Interest		Participant Accrued interest

		12345		SMITH		4.750%		1		03/12/10		07/01/12		04/01/35		09/28/10		832,000.00		300		No		- 0		777,102.90		310,841.19		466,261.71		3,076.03		1,230.41		1,845.62













		1																						- 0		777,102.90		310,841.19		466,261.71		3,076.03		1,230.41		1,845.62

																														- 0						- 0







































































































































































Trial Balance Report.xlsx
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/ APPENDIX: AGREEMENTS

SAMPLE MASTER LOAN PARTICIPATION AGREEMENT

 Document

NON-DISCLOSURE AGREEMENT

 Document

SUB-SERVICER AGREEMENT

 Document

AGREEMENTS


MASTER NON-RECOURSE LOAN PARTICIPATION,


TRUST & PURCHASE AGREEMENT


THIS MASTER NON-RECOURSE LOAN PARTICIPATION, TRUST & PURCHASE AGREEMENT (the “Agreement”), made this ______ day of (month), (year) by and between __________________, a federally chartered credit union having its principal place of business at __________________ (hereinafter referred to as “_______” or “Seller”) and ___________ Federal Credit Union, a federally chartered credit union, having its principal place of business at __________________ (hereinafter referred to as “__________” or “Buyer”) (_______ and __________ being individually referred to as the “Party” and collectively referred to herein as the “Parties”). 


W I T N E S S E T H


WHEREAS, Buyer has an interest in investing its excess liquidity in mortgage loans in order to diversify and spread its risk in a broader geographically diverse mortgage loan portfolio; and,


WHEREAS, Seller has an ongoing first mortgage program in operation for its members through which it wishes to be able to provide additional first mortgages while at the same time improving its liquidity, avoiding shortages of available lendable funds and/or avoiding interest rate risk; and,


WHEREAS, Seller desires to sell to Buyer, and Buyer desires to purchase from Seller, a participation interest in Seller’s portfolio of first mortgage loans and on the terms and conditions set forth in this Agreement;


NOW, THEREFORE, for good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, the Parties agree as follows:


SECTION ONE


NATURE OF THE PROGRAM


This Agreement governs the sale and transfer by the Seller to the Buyer of the undivided participation ownership interests in the mortgage loans ("Loan" or "Loans") identified in the Participation Certificate(s) referenced in this Agreement, including, but not necessarily limited to, the pro rata share of the principal amount of Loans representing the undivided interests sold, the purchase price, the yield to be paid to the Buyer, and the Seller's responsibilities for servicing and other administrative incidents of the relationship, including those of trusteeship, with respect to the resulting participation ownership interests (the "Program"). Further, the Seller's trusteeship responsibilities, and the warranties and representations made by the Seller herein, are made for the benefit of the Buyer and its successors and assignees, and are intended to be binding upon the Seller whether it services the Loans itself. The purchase price to be paid by Buyer for the participation interests sold under this Agreement will be set forth in the Participation Certificate(s) attached hereto as Exhibit(s) to this Agreement and in such form as displayed in Exhibit A appended hereto.


SECTION TWO


NATURE OF INTEREST TRANSFER


2.1
The Seller hereby agrees to sell to the Buyer and the Buyer hereby agrees to buy from the Seller the undivided participation ownership interests in the Loans identified in the Participation Certificates and issued pursuant to this Agreement. The Participation Certificates shall specify, among other information, the pro rata share of the principal amount of the Loans sold, the identification of the Loans sold, the purchase price of the Participation Certificate to be paid by the Buyer, and the yield to be paid to the Buyer.


2.2
The Parties hereto agree that the Buyer shall be considered for all purposes as the legal and equitable owner of the pro rata interest as set forth in the Participation Certificate in the indebtedness, promissory note or notes, collateral security, and all documents relating to the Loan, together with all of the rights, privileges, and remedies applicable thereto.


2.3
The Parties expressly recognize and agree that this loan participation constitutes a sale of a pro rata ownership interest in the indebtedness referenced in such exhibits appended hereto and describing such note or notes, collateral security, and other Loan documents and shall in no way be construed as an extension of credit by the Buyer to the Seller. Further, the parties agree that the transaction will be accounted for as a sale transaction in accordance with generally accepted accounting principles and the Parties agree to equitably share in the rights, privileges and remedies of the Loans within this Agreement on a pro rata basis as set forth in the Participation Certificate.

SECTION THREE


SALE INTEREST REPRESENTATIONS AND WARRANTIES


3.1
The Seller hereby represents and warrants that as of the date the Buyer buys an undivided participation ownership interest in any Loan and is issued a Participation Certificate under this Agreement in evidence thereof, all Loans described in such Participation Certificate are Loans solely owned by the Seller, such Loans have been duly executed and acknowledged by the Borrower, and Seller's first lien on the security property has been duly recorded and is a first priority lien; Seller’s origination of such Loans, and all documents evidencing, securing, guarantying or otherwise relating to such Loans (collectively, “Loan Documents”), comply with all applicable federal and state laws, rules, and regulations as from time to time amended; and that all copies of any documents or Loan Documents used in connection with this transaction are true, correct, accurate and complete. The Seller further represents and warrants that the Seller has provided the Buyer with true and correct copies of all relevant credit and other information in the possession of the Seller that was used by the Seller as a basis of and for its decision to make the Loan to the Borrower and the Borrower, as well as all secondarily liable co-makers, guarantors and endorsers under the Loan, have to the extent required acknowledged the Seller’s right to transfer the pro rata interest in the Loan as specified in the Participation Certificate and this Agreement.


3.2 
Seller further represents and warrants as to each Loan that as of the date of the Participation Certificates identified in this Agreement:


(a)
each Loan is current as to scheduled periodic payments;


(b)
there are no delinquent taxes or assessment liens, or
mechanics' or materialmans’ liens on the security properties;


(c)
there are no proceedings pending or, to the Seller’s knowledge, threatened for the total or partial condemnation of any of the security properties and such security properties are free of substantial damage, are in good repair, and no waste has occurred;


(d)
none of the Loans are pledged as collateral for any loan or for any other purpose;


(e)
to the best of the Seller’s knowledge and belief all representations as to each such Loan are true and correct;


(f)
there are no events of default under the Loan or under the Loan documents;


(g)
the Loan has not been classified on the books of the Seller;


(h)
the Loan is presently on accrual status;


(i)
the terms of the Loan have not previously been renegotiated as a result of a prior deterioration in the Borrower’s financial condition; 


(j)
there are no prior liens, mortgages, or deeds of trust related to the security properties; 


(k)
the Loan was originated in conformity with the underwriting standards of Federal National Mortgage Association (Fannie Mae), Federal Home Loan Mortgage Association (Freddie Mac) or the Veterans Admistration (VA) in effect at the time of such underwriting (i.e., a “conforming” mortgage loan) and is eligible for pooling in Fannie Mae or Freddie Mac or VA mortgage backed securities;

(l)
the Loan was originated in compliance with all credit guidelines and underwriting policies disclosed to Buyer as those used by Seller when originating the Loan;


(m)
to the best of Seller’s knowledge and belief there are no facts or circumstances that with the passage of time or the giving of notice would give rise to an event of default under the Loan and/or under the Loan Documents; 


(n)
no verbal or written agreement or course of dealing exists between Seller, on the one hand, and Borrower or any other obligor, on the other hand, that modifies or conflicts with any of the Loan Documents; and


(o)
no claims of recission, setoff, counterclaim, defense or other material disputes have been asserted against Seller by Borrower or any other obligor with respect to the Loan or any Loan Documents.  


3.3
The Seller further represents and warrants that it is authorized to sell the participation interests described in this Agreement, that Seller will do all acts necessary to perfect ownership of the participation interests sold under this Agreement in Buyer, and that Seller or its designated servicer has in its possession, in paper or electronic form, all documents representing each such Loan and all records required to be maintained for such Loans, under applicable law and regulations, including but not by way of limitation:


(a) a Loan application submitted by Borrower(s);


(b) a note or other evidence of debt signed by Loan debtor(s);


(c) a copy of the recorded deed of trust, mortgage or other security instrument including any modification agreement(s) or riders;


(d) an appraisal or signed report of certification of valuation made in compliance with the requirements of the applicable National Credit Union Administration (NCUA) regulations;


(e) the Loan debtor’s(s’) financial statement(s) or credit reports(s);


(f) documentation customarily used in the jurisdiction in which the real property is located indicating the validity of Seller’s first lien, including without limitation a title insurance binder or certificate written by a title company and containing exceptions satisfactory to Buyer;


(g) applicable taxes, assessments, and insurance premium payment record(s);


(h) the existence of a hazard insurance policy in an amount representing coverage at least equal to the outstanding principal balance or the full insurable value of the improvements, whichever is less, covering such perils as are commonly covered in policies described as “Standard Fire and Extended Coverage”, as well as other perils for which institutional lenders operating in the same area commonly require hazard insurance (such hazard insurance policies or premium payment records referred to in item (g) are not required if the Seller has blanket mortgagee interest insurance policies meeting applicable NCUA regulations and requirements) and which provides that the Seller’s hazard insurance is not invalidated by acts of the Loan debtor(s); and, if applicable,


(i) evidence of compliance with pertinent adjustable mortgage loan disclosure laws and regulations; and


(j) such flood insurance policy as is required under the Flood Disaster Protection Act of 1973, as amended, and implementing and other regulations.


3.4
The Seller further promises and represents that, in addition to the copies of the documents described above,the following documents pertaining to this participation transaction may be delivered to the Buyer upon request:


(a)
a properly signed duplicate original of the Participation Certificate pertaining to the sale involving the Loan in question; and


(b)
a statement of the Loan’s current status as to scheduled periodic payments as of the time of the sale.


3.5 
The Seller makes no representations or warranties, whether expressed or implied, to the Buyer as to the collectibility of the Loan or as to the continued solvency of the Borrower.  Furthermore, the Seller makes no representations or warranties, whether expressed or implied, to the Buyer other than as set forth herein.

3.6 
The Buyer represents and warrants to the Seller that the Buyer has based its decision to purchase a participation ownership interest in the Loan solely upon the Buyer's own independent evaluation of the Loan, the Borrower's creditworthiness, such warranties and representations made by the Seller, and the existence, value, and lien status of the collateral securing the Loan.


3.7 
The Seller further represents and warrants to Buyer as follows:


 (a)
all information that has been furnished by or on behalf of Seller to Buyer is, as of the date of such information, true and complete in all material respects, and none of such information contains any untrue statement of material fact or omits to state a material fact necessary to make the statements contained in such information not misleading;

(b)
the Loans and all Loan Documents represent bona fide indebtedness due and owing to Seller from the person(s) who have signed the Loan Documents, and ot the best of Seller’s knowledge, all signatures of Borrower and any other obligors on the Loan Documents are genuine.


SECTION FOUR


SELLER AS INDEPENDENT CONTRACTOR/TRUSTEE

4.1
It is agreed that the Seller and the Buyer are not partners or joint venturers, and that except as otherwise set forth herein the Seller is not to act as agent for the Buyer, but is to act in all Loan administration and servicing matters hereunder for the Buyer as an independent contractor and also as a trustee with fiduciary duties with respect to such matters as holding the Loan documents, legal title thereto, and the Loan receipts hereunder for the benefit of the Buyer.  In performing its trustee function Seller shall exercise that degree of care which is legally required of a trustee.  It is further agreed that the Seller, as trustee, shall not transfer legal title to such Loans except in accordance with this Agreement.


4.2
It is agreed that the Seller, as trustee, shall cause itself or such servicer as it may designate to retain the physical possession of Loan documents as set forth in this Agreement. The Seller, as trustee, shall cause to be kept all serviced Loan files appropriately marked to indicate Buyer's or its successor’s or assignee’s participation interests in such Loans. The Seller, as trustee, shall be responsible for maintaining, or requiring the maintenance of records as to all the Loans in which the Buyer has acquired a pro rata ownership interest under this Agreement sufficient to enable Buyer to meet applicable regulatory requirements.  


4.3 
Upon the Buyer's payment of the purchase price for any participation ownership interest in any Loan, Buyer shall immediately become vested, to the extent of its participation ownership interest, with beneficial ownership of the Loan and any and all of the documents of every nature in the possession of the Seller relating to such Loan.  Further, such Buyer or participating owner is the holder of the equitable title to the Buyer's or participating owner's pro rata share of each Loan, and the Buyer or participating owner has an equitable share in the rights, privileges and remedies of the Loans within this Agreement on a pro rata basis as set forth in the Participation Certificate.


SECTION FIVE


SELLER'S DUTY TO PROVIDE LOAN DOCUMENTATION

As long as the Buyer continues to have an ownership interest in the Loan, the Seller agrees to provide the Buyer, upon reasonable request and if available, paper or electronic copies of the following documents pertaining to each Loan with repsect to which a participation interest is sold under this Agreement:

(a) a Loan application submitted by Loan debtor(s); 


(b) a note or other evidence of debt signed by Loan debtor(s);


(c) a deed of trust, mortgage, or other appropriate security instrument;


(d) an appraisal or signed report of certification of valuation made in compliance with the requirements of the applicable NCUA regulations; 


(e) the Loan debtor’s(s’) financial statements or credit reports; 


(f) documentation customarily used in the jurisdiction in which the security property is located indicating validity of Seller’s first lien, including without limitation a title insurance binder or certificate written by a title company and containing exceptions satisfactory to Buyer;


(g) the Loan originator’s underwriting standards; if applicable,

(h) evidence of compliance with pertinent adjustable mortgage Loan disclosure laws and regulations; and


(i) any additional factual information and or documents in possession of the Seller bearing upon the continuing creditworthiness of the Borrower and pertinent to the Loan.


SECTION SIX


ADDITIONAL LOANS BY SELLER TO BORROWERS

6.1 
The Buyer recognizes and agrees that the Seller may have other existing loans and in the future may make additional loans to the Borrower and/or to other co-makers, guarantors, and sureties under the Loan which other or additional loans may not be participated to the Buyer.


6.3 
The Parties hereto further agree that the Buyer shall have no interest in any other property of the Borrower or of any co-maker, guarantor, or endorser, taken as security for any other or additional Loan or Loans made by the Seller, or acquired by the Seller, or in any property now or hereafter in the possession or control of the Seller, which other property may indirectly secure repayment of the Loan by reason of "cross-collateralization"; except that, if any such other property or the proceeds thereof is applied to the reduction of the Loan, then the Buyer shall be entitled to share in such an application of payment or payments in an amount equal to its pro rata share as set forth in the Participation Certificate.

SECTION SEVEN


ADMINISTRATION & SERVICING OF LOANS


7.1 
The term "Servicer", herein, shall refer to the person or firm actually performing the servicing function, either the Seller or person or firm designated by the Seller. The Servicer shall act as the disclosed agent of the Buyer in connection with receipt and collection of the Buyer's ownership interest in such Loans as are set forth in Exhibits to this Agreement and in payments to be made thereunder. The Servicer shall additionally act as the disclosed agent of the Buyer in connection with the continued servicing of said Loans.  

7.2 
The Servicer hereby assumes the responsibility for administering and servicing the Loans, as specified in Exhibits appended to this Agreement. A new Servicer may be designated by the Seller with the prior written consent of the Buyer, which consent shall not be unreasonably delayed or withheld. Any new Servicer must sign and deliver to Seller and Buyer: (i) a written assumption, reasonable satisfactory to Buyer, of all obligations of Seller regarding servicing and administration of the Loans under this Agreement or (ii) a servicing agreement compatible with this Agreement and in form and substance acceptable to Buyer.  Seller warrants that it will administer and service the Loans sold hereunder consistent with the its servicing practices as may be amended from time to time in its sole discretion and applicable law and regulations.  The Servicer shall be responsible for the execution of any and all notices and other acts required by applicable law or regulation to transfer ownership of the respective Loan participation interest sold under this or any subsequent agreement to the Buyer, Buyer’s successors, as the case may be, and for the administering and servicing of said Loans.  


7.3
The Servicer shall segregate, report, and remit to Buyer and its successors and assignees registered on Servicer's books and records, by the
10th business day (Remittance Date) following each month's "Cutoff Date" (next described), its pro rata share of principal and interest and other collections or payments received by or paid by the Servicer, as defined in this Agreement, through the Cutoff Date, and in a manner consonant with the participation ownership interests as set forth in the Participation Certificate. The Cutoff Date is that day of each month through which all principal and interest collections are accumulated and totaled for reporting and remittance purposes under this Agreement and shall be the last day of each month.  Should the above designated Cutoff Date fall on a day other than a normal business day, it is understood that the Cutoff Date will be the business day immediately preceding the regular Cutoff Date.  In addition, on a monthly basis Servicer will deliver to Buyer the following information about the Loans: (a) pool identification number; (b) property address or other Loan identifier as determined by Seller; (c)loan date; (d) initial credit score; (e) Loan status; (f) due date; (g) last paid date; (h) Loan amount; (i) beginning month balance; (j) end of month balance; (k) rate; (l) number of days delinquent; and (m) identification of Loans purchased.


7.4
In the event that a prepayment in full is made on any Loan, the Servicer shall segregate and deliver, within ten (10) business days thereof to the participation interest owner hereunder, its pro rata portion of the amount of principal prepaid.  Funds received on the account of the Loan debtor for the purpose of paying taxes, assessments, insurance premiums, or for other similar purpose shall be retained and disbursed by the Servicer as required by the applicable Loan documents.


7.5
It is agreed that the Servicer, in its discretion, may make additional temporary advances on Loans for taxes, insurance premiums and any other similar fees and costs as provided in the pertinent deed of trust, mortgage or security agreement.  Any such payments made by the Servicer as a temporary advance, which later become a permanent advance on the Loan, then such advances shall be paid by the Parties on a pro rata basis as set forth in the Participation Certificate.


7.7 
The following terms will govern the yield and such servicing fees as are associated with Loans subject to this Agreement.


7.7.1
The Seller will be entitled to receive as its yield on the Loans covered by this Agreement its equitable share of principal and interest and other collections or payments as set forth in the attached Participation Certificates, in addition to receiving a service fee of 25 basis points on an annualized basis multiplied by the outstanding principal balance of the Loans being serviced. 


7.7.2
The Seller and the Buyer shall each share in all principal and interest payments under the Loan in proportion to their respective pro rata  ownership interests as set forth in the Participation Certificate. Seller/Servicer shall  be entitled to retain any and all late fees it recovers from the Borrower to offset costs incurred in such efforts.


7.7.3 
While the Seller acknowledges that the interest on its participation ownership interest, if any, shall be the amounts provided for under the terms of this Agreement and any applicable Participation Certificate issued hereunder and that, in addition, it has agreed to be responsible for servicing the Loans for such consideration as may be agreed to, it is further agreed that any necessary extraordinary services which may be proper under this Agreement, including, but not by way of limitation, the foreclosure of mortgages, property maintenance and improvement, property management, the sale of any foreclosed real estate and similar extraordinary expenses, shall be contracted for or done by the Servicer at its customary cost for such services. Servicer shall retain from the remittance to the participation owner hereunder its pro rata share of such expense. To the extent that Servicer is able to recover its costs, the costs of collection shall be reimbursed in the same proportion as contributed by the Participant.  For purposes of this Agreement, it shall be presumed that the order of recovery is (i) costs of collection, (ii) principal, (iii) interest, and (iv) late fees.

7.8
Servicer shall have a duty to use due diligence to ascertain, and forthwith to notify Buyer, of any failure of any Loan debtor to perform a material obligation under the applicable Loan, and also of any of the following which might come to the attention of the Servicer:


(a)
The abandonment of any premises securing a Loan sold under this Agreement;


(b)
The sale or transfer of any such premises;


(c) 
The death, bankruptcy, insolvency, or other disability of any Loan debtor which might impair ability to repay the Loan;


(d)
Any loss or damage to any such premises in excess of $5000, in which event, in addition to notifying Buyer, Servicer shall see to it that the insurance companies concerned are properly notified;


(e)
Any lack of repair or any other deterioration or waste suffered or committed in respect to the premises securing the Loan; and



(f)
Any event specified in Section Nine of this Agreement.


It is understood, however, that no notice need be given to the Buyer of any facts other than those of which Servicer shall have actual notice or, except for its negligence, would have had notice.


7.9
The Servicer may not without the prior written consent and concurrence of the Buyer or as may be permitted pursuant to the express terms of this Agreement:


(a) make or consent to any amendments in the terms and conditions of the Loan, or in the terms of the note or notes evidencing the Loan, or in any security agreement or instrument securing the Loan;


(b) waive or release any claim against any Borrower and/or against any co-maker, guarantor or endorser under the Loan;


(c) make or consent to any release, substitution or exchange of collateral;


(d) accelerate payment under the Loan or under any note or notes evidencing the Loan;


(e) commence any type of collection proceeding against the Borrower or against any co-maker, guarantor or endorser under the Loan; or


(f) seize, sell, transfer, assign, foreclose or attempt to exercise against any collateral securing the Loan.


SECTION EIGHT


TRANSFERABILITY & SALE OF PARTICIPATION INTERESTS


TO THIRD PARTIES


8.1 
The Buyer may sell, pledge, assign, sub-participate or otherwise transfer its pro rata  ownership interest under the Loan after first having offered to sell the Loans to Seller on terms and conditions similar to those proposed by any third party.


8.2 
Participation ownership interests in Loans subject to this Agreement are transferable upon the books and records of the Servicer and no participation ownership interest in any Loan subject to this Agreement shall be sold by any of the Parties in an amount which represents less than a ten perceent (10%) interest in the outstanding balance of such Loan. After each sale and transfer of a participation ownership interest in a Loan pursuant to this Agreement, the participation interest of the Buyer, any retained participation interest of the Seller, and any other participation interest in the same Loan will be ratably concurrent and none will have any priority over the other.



8.3
In the event Buyer, or any successor or assignee of Buyer, resells to a third party or parties all or a portion of its participation ownership interests, such resale may be evidenced by a new Participation Certificate or Certificates which shall be issued by the Buyer or its successor or assignee in the same form as the Participation Certificate attached hereto and which shall set forth the pro rata share of the underlying Loans being resold. All reselling parties to such resale transactions shall notify the Seller of such resale by written instructions identifying the pro rata share of the underlying Loans being resold and the number of the Participation Certificates representing such resold interests. Upon receipt of any such instructions, the Seller, as trustee, will be responsible for promptly causing notations to be made in the books and records to reflect the participation ownership interests resulting from such resale and, thereafter, for segregating such third party's (or parties') pro rata portion of the amount of principal and interest collected and causing monthly remittances and reports to be made to the respective owners of such participation interests in a manner consonant with the participation ownership interests then outstanding and the provisions of this Agreement; provided, however, that if Seller, as trustee, receives such a notification less than ten (10) days before the Remittance Date, Seller’s duties to remit and report as required by this section shall begin with the next succeeding Remittance Date.


8.4
 Seller hereby agrees, unless specifically authorized to do so in writing by the Buyer, not to sell its participation ownership interest, or any part thereof, in any such Loan which by such sale would reduce the Seller’s participation ownership interests below ten percent (10%) of the outstanding balance of any such Loan, but provided that either the Seller or the Buyer may, without the consent of the other, pledge, hypothecate, or transfer its respective participation ownership interests in such Loans to any Federal Home Loan Bank or other party lending to the Buyer for the purpose of securing an advance to it.  

SECTION NINE


INSOLVENCY OF SELLER/SERVICER;


BREACH OF CONTRACT


9.1
 If any of the following events occur it is agreed that the Buyer, person, or firm, other than Seller or Servicer, having a participation ownership interest shall automatically succeed to all rights, titles, status, and responsibilities which the Seller or Servicer may have regarding the holding and servicing of said Loans and advances:


(a) the liquidation, dissolution or insolvency of the Seller or Servicer;


(b) the filing by or against the Seller or Servicer of a petition under any provision of bankruptcy law, or of an assignment for the benefit of creditors;


(c) the appointment by any public or supervisory authority of any person or firm in charge of the Seller or Servicer or the assets of either;


(d) a breach by the Seller or Servicer of any covenant or agreement herein or in any Participation Certificate, except for the breach described in Section 9.3; 


(e) the involuntary sale of any Loans covered by this Agreement; or


(f) the issuance by an appropriate public monitoring or supervisory authority of a cease and desist order or its equivalent against the Seller or Servicer or any of their directors and officers involving the safety, soundness, or financial viability of the Seller or Servicer. 


In such instances, such Buyer, person, or firm shall have an option to exercise all of the powers granted herein to the Seller or Servicer and have the option to designate itself or any person or firm in its discretion to exercise such powers in a manner consistent with the respective participation interests of all owners hereunder as such interests may appear.


9.2 The Buyer may terminate the authority and status of the Seller or its designee as provided in this Agreement to act as Servicer under the conditions set out below.


9.2.1 The Buyer may, at its sole election and choice, terminate the Seller in its capacity as Servicer or such other entity designated by the Seller as Servicer upon the insolvency, closing, or liquidation of the Seller or Servicer.  

9.2.2 Upon termination of the Seller's or Servicer's status, the Buyer shall have the right to immediately notify the Borrower, directing the Borrower to forward principal and interest payments under the Loan directly to the Buyer or its designee in sufficient amounts to satisfy the Buyer's then pro rata  ownership interest in the Loan. The Seller shall join in this notice to the Borrower upon request by the Buyer.


9.2.3 Unless otherwise provided herein, the remaining terms and conditions of this Agreement shall survive the termination of the Seller or its designee's servicing status. Such remaining terms and conditions of this Agreement shall continue to apply until such time as the Loan is either paid in full or the Buyer's ownership interest in the Loan is repurchased by the Seller.


9.3
In the event of a breach of the warranty set forth in Section 3.2(b), the Seller shall have 30 days to cure such breach after written notification is sent to the Seller by the Buyer.


SECTION TEN


LOAN DEFAULT


10.1
Upon the occurrence of any event of default under the Loan, the Seller and the Buyer shall consult with each other as to a mutually agreed upon course of action to pursue in order to collect the amounts then owed under the Loan.


10.2
If the Buyer and the Seller cannot mutually agree upon an appropriate course of action, or if the Seller should fail for any reason to take such mutually agreed upon action or actions to the satisfaction of the Buyer, the Parties hereto unconditionally agree that either the Seller or the Buyer may then elect, upon written notice to the other, to accelerate payment under the Loan or under any note or notes evidencing the Loan, and to institute such legal proceedings as are necessary and appropriate, within the sole opinion of the acting Party, to collect the indebtedness then due under the Loan, therefor, and to protect and preserve interest of the Parties. To that end, to enforce the security the respective rights and the Party initiating such


proceedings shall make the other Party a party thereto and each Party shall bear the costs and expenses of such proceedings in proportion to their respective pro rata  interests in the Loan existing at the time of default.


10.3
In the event that the Buyer elects to accelerate payment of the Loan and to institute legal proceedings as provided above:




10.3.1 Seller unconditionally agrees to immediately forward or have forwarded the original Loan documents (including, without limitation, the original of the Borrower's note or notes evidencing the Loan and all security agreements and instruments therefor) to the Buyer, together with such other documents, files, and records as may be necessary, within the opinion of the Buyer and its counsel, to permit the Buyer to institute appropriate collection or foreclosure proceedings under the against the Loan or against the collateral securing the Loan.


10.3.2 The Seller shall turn over any secured collateral in its possession to the Buyer.


10.3.3 The Seller agrees to join in any demand letter or other communications forwarded by the Buyer to the Borrower or to any co-makers, guarantors, or endorsers under the Loan.




10.3.4 The Seller agrees to execute such additional documents in favor of the Buyer as deemed necessary and proper by the Buyer and its counsel to permit the Buyer to foreclose against collateral securing the Loan under applicable state law procedures.


SECTION ELEVEN


ADDITIONAL SALES


Pursuant to negotiations, the Seller may submit to the Buyer from time to time, at Seller's option, additional participation ownership interests and supply the Buyer with any information requested in respect to such interests. When the Parties come to an agreement, a Participation Certificate in the form attached hereto as Exhibit A shall be completely filled out and executed by both Parties and delivered to Buyer. The Buyer shall thereupon remit payment for its participation ownership interest in the principal amount, plus its share in any accrued interest, as shown by such Participation Certificate.


SECTION TWELVE


REPURCHSE BY SELLER


12.1
The sale of the Loan participations under this Agreement shall be on a "non-recourse" basis.



12.2
The Seller agrees, upon Buyer's written request, to repurchase Buyer's participation interest in the pertinent Loan, if any misstatement of material fact, intentional or otherwise, by Seller or Loan debtor(s), is disclosed by actual inspection by Buyer or its representative, or otherwise. The repurchase price shall be for an amount equal to the Buyer's participation interest in said Loan's(s) unpaid principal, plus accrued interest, if purchased at par; or if purchased at a discount or premium, the repurchase price shall be adjusted by subtracting or adding, respectively, to the current unpaid principal the percentage  of discount or premium used in the original purchase transaction.
 Seller shall repurchase said participation interest(s) within 10 days from the date of Seller's receipt of Buyer's written repurchase request. 


12.3
Subject to any provision of this Agreement entitling Seller to cure a breach of Agreement, if Seller or Servicer breaches any covenant made in this Agreement regarding a Loan(s) in which Buyer has purchased a participation ownership interest(s), Seller shall repurchase Buyer's participation interest(s) in such Loan within 10 days from receipt of Buyer's written request for such repurchase. The purchase price shall be for an amount equal to the Buyer's participation interest(s) in said Loan's(s) unpaid principal, plus accrued interest, if purchased at par; or if purchased at a discount or premium, the repurchase price shall be adjusted by subtracting or adding, respectively to the current unpaid principal the percentage  of discount or premium used in the original purchase transaction.


SECTION THIRTEEN


CONFIDENTIALITY


13.1
Each Party agrees that the information, processes, and data regarding the other Party's members, customers or member base (including “nonpublic personal information: as that term is defined in the Gramm-Leach-Bliley Act (GLBA) and its implementing regulations),  means of business operations, existing systems and programs as well as those in development, accompanying documentation, user identification codes, passwords, system architecture, business plans, pricing, costs, pricing strategies, marketing plans, programs, vendors, business affiliates, trading partners, commercial affairs, and/or other gusiness strategies is considered proprietary and trade secret information belonging to said respective Party (the “Information”).   Each Party agrees that it will not provide any Information to any third parties, nor will it knowingly permit any other person, corporation, or other entity to use any Information pertaining to the other Party's vendors, business affiliates, trading partners, commercial affairs, or members without the other Party's written consent. Nothing contained herein, however, shall preclude a Party from providing, or shall require a Party to obtain written consent from the other to provide information to third parties to the extent necessary to carry out any transactions or services as may be required by the terms of this Agreement.



13.2
Notwithstanding the foregoing, either Party may disclose the following matters without written consent:




13.2.1
Disclosures required by court order, court procedure, law or regulation, or any government department or agency after giving prompt notice of the request to the other Party;




13.2.2
Disclosures to auditors, consultants, accountants, and attorneys provided such entities agree to hold such disclosed information on a strictly confidential basis.

SECTION FOURTEEN


RIGHT TO AUDIT


14.1
_________ and _________ acknowledge that this Agreement may constitute a credit union service contract under §701.26 of the Rules and Regulations of the National Credit Union Administration (NCUA) and that the Parties, the goods and services, and the records created in the fulfillment of this Agreement may be subject to examination by the NCUA to the extent permitted by law and in accordance with the conditions that are set forth in this Agreement.



14.2
At reasonable times and on reasonable notice the Parties shall have the right to inspect each other's books and records, including any computer maintained data, to verify the integrity and accuracy of any aspect of the Program established pursuant to this Agreement.



14.3
The Parties further acknowledge that _________ has a fiduciary and legal obligation to maintain accurate records and ensure their security. On reasonable notice to either party, and on terms reasonably acceptable to the Parties, either party shall have the right to audit, at its own expense, the other party's operations that relate to the services contemplated by this Agreement and _________'s maintenance of _________'s data.




14.3.1 At the requesting party's option, such audits may be performed by either internal audit staff or by outside auditors. 




14.3.2 The audits may be either an operational audit or an accounting audit or both. In the event of an operational audit, either party shall have the right to examine the other party's office operations to assure itself that documents or other procedures related to programs established pursuant to this Agreement are being processed correctly and that such processing is adequate.




14.3.3 The foregoing notwithstanding, the parties agrees that it will not show, nor request or permit to be shown, to any competitor of either party any such records whatsoever for whatever purpose.


SECTION FIFTEEN


GENERAL REPRESENTATIONS AND WARRANTIES


_________ and _________ make the representations and warranties as set forth below to each other.


15.1
Each Party is duly incorporated and organized and is validly existing and in good standing under the law; has corporate power and authority and is duly authorized to conduct its business and is duly qualified to do business and is in good standing as a corporation in any jurisdiction where the conduct of business or the ownership of its properties requires such qualification; and has and will comply in the conduct of the relationship established by this Agreement with all applicable statutes, laws, rules, regulations, ordinances, pronouncements, orders, directives and decrees of all federal, state, county, and municipal authorities, bodies, bureaus, commissions and agencies and any other entity to whose jurisdiction or regulation it is subject.


15.2
Neither Party is in default with respect to any agreement to which it is a party or by which it is bound which would adversely affect its ability to perform its obligations under this Agreement, and the execution and performance of this Agreement and the provision of services to each other will not violate any law or terms of its incorporation documents or bylaws, as amended, or result in a default under any contract, agreement, or instrument to which it is a party or by which it is bound and will not violate or conflict with any other restriction of any kind or character to which it is subject.



15.3
Each Party has the corporate power, authority, and legal right to enter into and perform this Agreement and provide the services contemplated hereunder, and this Agreement and each document or instrument to be delivered in connection herewith has been duly authorized, executed, and delivered and the transactions contemplated herein have been duly authorized by any necessary corporate action.



15.4
No representation, warranty, or statement by either Party contained herein or in any certificate or other document furnished or to be furnished by either Party to the other at any time contains, or at the time of delivery shall contain, any untrue statement or material fact or false signature, or omits, or shall omit at the time of delivery, to state a material fact necessary to make it not misleading.



15.5
There is no claim, litigation, investigation or proceeding pending or threatened against or otherwise affecting either Party's performance or the enforceability of this Agreement, and neither Party has any knowledge of any circumstances indicating that any such suit, investigation, or proceeding is likely or imminent.


15.6
This Agreement constitutes a valid and legally binding obligation of each Party and is enforceable against each Party in accordance with its terms.



15.7
The Parties hereby acknowledge that in performing services under this Agreement they will duly, completely, and faithfully comply with all applicable federal, state, and local statutes, laws, rules, and regulations.



15.8
_________ represents that upon Buyer’s request it will provide Buyer with its certified annual financial statement for that fiscal year as soon as such statement becomes available.


SECTION SIXTEEN


INDEMNITY


Each Party hereto agrees to carry out its activities hereunder in a lawful and businesslike manner.  Each Party shall indemnify the other from and against any and all liabilities, loss, or damages suffered by the other Party as a result of any claim, demand, suit, costs, or judgment against it (including attorneys' fees), arising out of any breach of this Agreement by, or the grossly negligent or willful act or omission of, such Party.


SECTION SEVENTEEN


BINDING NATURE


This Agreement shall be binding upon and inure to the benefit of the Parties hereto, their agents, successors, and assigns.


SECTION EIGHTEEN


CHOICE OF LAW


It is the intention of the Parties hereto that this Agreement and the performance hereunder and all suits and special proceedings hereunder be construed in accordance with and under and pursuant to the laws of the State of ____________ and that in any action, special proceeding, or other proceeding that may be brought arising out of, in connection with, or by reason of this Agreement, the laws of the State of ____________ shall be applicable and shall govern to the exclusion of the law of any other forum, without regard to the jurisdiction in which any action or special proceeding may be instituted.


SECTION NINETEEN


RESERVED

.

SECTION TWENTY


ASSIGNMENT


Neither this Agreement nor any interest herein shall be transferred or assigned by either Party to any other party or parties except as may be specifically agreed to in the Agreement to include, not by way of limitation and as a matter of illustration only, servicing duties and the sale of ownership interests. Moreover, with respect to those matters which may not be assigned, no aspect of the services associated with the requirements which _________ must provide in accordance with this Agreement will be carried out by anyone other than by _________, _________’s employees or its affiliated vendors, without the written permission of _________.


SECTION TWENTY-ONE


SEVERABILITY


In the event any provision of this Agreement shall be held invalid or unenforceable by any court of competent jurisdiction, or by any federal, state, or local official or agency or under any applicable law, such holding shall not invalidate or render unenforceable any other provision hereof.


SECTION TWENTY-TWO


WAIVER


Forbearance or indulgence by other Party in any regard whatsoever shall not constitute a waiver of the covenant or condition to be performed by the other Party to which such forbearance or indulgence may apply and until complete performance by said defaulting Party of such covenant or condition, the nondefaulting Party shall be entitled to invoke any remedy available to it under this Agreement or by law or in equity, notwithstanding such forbearance or indulgence.


SECTION TWENTY-THREE


COMPLETE AGREEMENT AND MODIFICATION


This Agreement contains the entire contract concerning the relationship between the Parties hereunder and no modification of this Agreement shall be valid unless in writing and duly executed by the Parties hereto.


SECTION TWENTY-FOUR


COUNTERPARTS


This Agreement may be executed in two or more counterpart originals, any of which shall be deemed as the original agreement and available as evidence of such.  Signatures delivered by mail, facsimile or other electronic transmission will be deemed to be original signatures.

SECTION TWENTY-FIVE


NOTICES


Any notice provided pursuant to this Agreement which is mailed first class mail, postage prepaid, to the addresses set forth below, as updated by the parties from time to time, and shall be deemed received as of the date of receipt:


President/CEO

(credit union name)

(full credit union address)

(full credit union address)


General Counsel


(credit union name)


(full credit union address)


(full credit union address)


President/CEO

(credit union name)


(full credit union address)


(full credit union address)


General Counsel


(credit union name)


(full credit union address)


(full credit union address)


SECTION TWENTY-SIX


HEADINGS


The headings of the various sections of this Agreement have been inserted for convenience of reference only and shall not be deemed to be a part of this Agreement.


SECTION TWENTY-FOUR


AUTHORIZATION

Each of the Parties hereto represents and warrants on behalf of itself that it has full power and authority to enter into this Agreement; that the execution, delivery and performance of this Agreement has been duly authorized by all necessary corporate or partnership or other appropriate authorizing actions and parties and officers; that the execution, delivery and performance of this Agreement will not contravene any applicable by-law, corporate charter, partnership or joint venture agreement, law, regulation, order or judgment; that execution, delivery and performance of this Agreement will not contravene any provision or constitute a default under any other agreement, license or contract which such party is bound: and, that this Agreement is valid and enforceable in accordance with its terms.


IN WITNESS WHEREOF, each Party has caused its corporate seal to be affixed hereto and this instrument to be signed in its corporate name on its behalf by its proper officials duly authorized on the date first set forth above.


_________  FEDERAL CREDIT UNION 

"Buyer"


By: ________________________________ 


   
   (name), President/CEO

___________ FEDERAL CREDIT UNION


"Seller"


By: ________________________________


(name), President/CEO

EXHIBIT A


PARTICIPATION CERTIFICATE NO. _________


This CERTIFIES that the undersigned Seller has received from the undersigned Buyer the purchase price of ________ in the principal sum of $_______________ and the Seller hereby sells, conveys, assigns, transfers, and issues to the Buyer under the Master Non-Recourse Loan Participation Sale and Trust Agreement ("Agreement") dated ___________________, 20___ between _________ Federal Credit Union, Buyer, and _________ Credit Union, Seller, a ninety percent (90%) undivided participation ownership interest subject to the terms and conditions of said Agreement in Loans and to the indebtedness, promissory note or notes, collateral, security, and all documents related to the subject of this transaction (hereinafter, one or more, referred to as the "Loan") described in the list on the Schedule which is attached hereto (loan list schedule) and incorporated hereby into this Participation Certificate.



The total outstanding unpaid principal balance of said Loan as of this date is $_______________ and the accrued and unpaid interest as of this date is $_______________.  


It is agreed that the Buyer shall receive its pro rata share of principal and interest and other collections or payments received by or paid by the Seller, as set forth in this Agreement.  At the time of this Agreement, the aggregate yield net of servicing fees of all the Loans herein is approximately _____% per anum, based on the Buyer’s pro rata participation ownership interest in the unpaid principal balances, and is subject to change on an ongoing basis as the Loans herein mature.  The rights and obligations of the Parties to this Participation Certificate are governed by the above described Agreement which is fully incorporated herein by reference.


IN WITNESS WHEREOF, each Party has caused this instrument to be signed in its corporate name on its behalf by its proper officials duly authorized on the date first set forth above.


_________  FEDERAL CREDIT UNION


"Buyer"


By: ________________________________ 


   
   (name), President/CEO

___________________________


Attest


__________FEDERAL CREDIT UNION


"Seller"


By: ________________________________


      (name), President/CEO

___________________________


Attest


 CONSENT TO LOAN PARTICIPATION


Date:


______________________________________________________________________________


Borrower(s):





Originating Credit Union:


Date of Loan:





Participating Credit Union:


Amount of Loan:




Originating Credit Union:


______________________________________________________________________________


Terms and Conditions



1.
Definitions:
The following defined terms shall apply in this Agreement:


(1)
"I", "me", "my", "we", "our", and "us" shall refer individually and/or collectively to the above named Borrower or Borrowers as well as to all
jointly and severably liable co-signors, gllarantors, and endorsers of the above referenced Loan. 



(2)
"Agreement" shall refer to this Consent to Loan Participation.


(3) "Borrower" shall refer individually and/or collectively to the Borrower or Borrowers named above.


(4) “Loan" shall refer to the loan referenced above, as well as to all subsequent loan advances made under the above referenced loan, and all extensions, renewals, and refinancings thereof. 


(5) “Loan Documents" shall refer to all documents which I (or any of us) executed in connection with the above including without limitation, any loan promissory note(s), continuing guarantee(s), as well as any mortgage, assignment, pledge, and/or other agreement(s) securing the Loan.


(6) “Originating Credit Union" shall refer individually and/or collectively to the above named credit union that originally entered into the above referenced Loan in favor of the Borrower.


(7) “Participating Credit Union" shall refer individually and/or collectively to the above named credit union (as well as to any additional credit union not named above) which have purchased (and/or may in the future purchase) a Participation Interest in the Loan.


(8) “Participation Agreement" shall refer to any agreement or agreements between the Originating Credit Union and the Participating Credit Union relating to the purchase and sale of a pro rata  Participation Interest in the Loan.


(9) “Participation Interest” shall refer to the pro rata  interest or interests in the Loan purchased by a Participating Credit Union under the Participation Agreement.


(10) “Right of Offset" shall refer to the rights granted to me (and to each of us) under applicable law and/or under the laws of any other state, to compensate or to setoff any obligations which I (or any of us) may owe to the Originating Credit Union and/or the Participating Credit Union under the Loan and/or the Loan Documents, as against any obligations that the Originating Credit Union and/or the Participating Credit Union may owe to me (and/or to any of us) with regard to any amounts which I (or any of us) may then maintain on deposit in such institutions. 


2.
Sale of Loan Participation(s):  I (and each of us) acknowledge that I (we) entered into the above referenced Loan with the Originating Credit Union on the date indicated above.


I (and each of us) understand that the Originating Credit Union has sold (and/or has agreed to sell) a Participation Interest in the Loan to the Participating Credit Union. I further understand that the Originating Credit Union may subsequently sell additional Participation Interests in the Loan to other Participating Credit Unions not named above.


I additionally understand that the Participating Credit Union may subsequently sell Participation Interests in the Loan to additional Participating Credit Unions not named above and that Participation Interests may be resold back to the selling credit union.


3.
Consent to Loan Participation:  I (and each of us) agree and consent to the sale and repurchase of Participation Interests in my (our) Loan as provided above.


I (and each of us) additionally waive further notice of the subsequent sale of additional Participation Interests in my (our) Loan as well as any repurchase or repurchases of such Participation Interests.



4.
Acknowledgement of Rights of Participating Credit Union:  I (and each of us) acknowledge and agree that the Participating Credit Union is (and/or will be) considered as the absolute owner of a pro rata  Participation Interest in my (our) Loan for any and all purposes as provided under the Participation Agreement.



I (and each of us) further acknowledge that I (and each of us) am (are) indebted (and/or will be indebted) to the Participating Credit Union in an amount equal to the Participating Credit Union's pro rata  Participation Interest in the Loan.



I (and/or each of us) additionally acknowledge and agree that the Participating Credit Union shall have all of the rights granted to the Participating Credit Union under the Participation Agreement.



I (and all of us) further recognize and agree that the Originating Credit Union or its designee will act as the disclosed agent of the Participating Credit Union in continuing to service my (our) Loan and in collecting payments thereunder.



I (and each of us) further agree that either the Originating Credit Union or the Participating Credit Union, or both of them jointly, may enforce my (and each of our) obligations under the Loan and the Loan Documents.  I (and each of us) additionally agree that, to the extent provided under the Participation Agreement, the Participating Credit Union may notify me (or any of us) to make payments under the Loan (or a portion of such payments) directly to the Participating Credit Union.


5.
Waiver of Right of Offset:  I (and all of us) am waiving my (and each of our) right of offset as against both the Originating Credit Union and the Participating Credit Union and I (and each of us) unconditionally agree that the Originating Credit Union and/or the Participating Credit Union, as the case may be, may enforce my (and each of our) obligations under the Loan and the Loan Documents irrespective of the failure or insolvency of any institution.



6.
Waiver of Claims and Defenses: I (and all of us) further agree that the Participating Credit Union may enforce my land each of our) obligations under the Loan and the Loan Documents irrespective of any personal claims or defenses which I (or any of  us) may have against the Originating Credit Union.


7.
Reaffirmation of Warranties and Representations:  I (and each of us) further reaffirm, in favor of the Participating Credit Union, all of my (and each of our) representations, warranties, affirmative and negative covenants, and additional obligations and agreements as contained under the above referenced Loan Documents.


8.
Miscellaneous:  This Agreement shall be binding upon the undersigned Borrower and any and all guarantors, sureties, and endorsers under the Loan and/or the Loan Documents as well as their respective heirs, successors, and assigns.


This Agreement shall be governed and construed under the laws of the State of ____________.



Should any provision of this Agreement be deemed invalid or unenforceable as contrary to applicable state or federal law, the Parties agree that such provision shall automatically be deemed to be reformed as to be consistent with applicable state or federal law.


______________________________________________________________________________


Borrower:





Co-Borrower:


By:________________________________

By:________________________________


Guarantor:


By:________________________________
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	NONDISCLOSURE AGREEMENT





This is a NONDISCLOSURE AGREEMENT entered into by and between DEF FEDERAL CREDIT UNION (the “Owner”) and ABC FEDERAL CREDIT UNION (the “Recipient) with respect to information on existing mortgage loans provided to Recipient, including but not limited to specific loan documents and personal and financial information on mortgage borrowers. Access to this information is provided in order to facilitate the financial participation in and the purchase of an undetermined percentage of said mortgage loans by ABC CREDIT UNION from DEF FEDERAL CREDIT UNION (the “Proposed Transaction”).



The parties to this Agreement have agreed to the following terms governing the confidentiality of certain information one party (the "Owner") may disclose to the other party (the "Recipient").  Accordingly, the parties represent, warrant and agree as follows:



1.	For purposes of this Agreement, "Confidential Information" means all information in whatever form transmitted relating to the past, present or future business affairs, including without limitation, technical, customer, personnel, financial information, research, development, or plans, operations or systems, of Owner or another party whose information Owner has in its possession under obligations of confidentiality, which (i) is disclosed by the Owner or its affiliates to the Recipient or its affiliates, bearing an appropriate legend indicating its confidential or proprietary nature or otherwise disclosed in a manner consistent with its confidential or proprietary nature, or (ii) is produced or developed during the working relationship between the parties and which would, if disclosed to competitors of either party, give or increase such competitors' advantage over the party or diminish that party's advantage over its competitors.  Neither party shall be required to designate oral information as Confidential Information, provided that any such undesignated information shall be considered confidential only if a reasonable person under the circumstances would understand it to be confidential. 



2.	The Parties agree that information regarding the existence and content of this Agreement, and any negotiations regarding a Proposed Transaction between the parties related to the Agreement is Confidential Information.  



3.	Confidential Information shall not include any information of an Owner that: (i) is or becomes publicly known through no wrongful act of Recipient; (ii) is already known to Recipient at the time of its disclosure or thereafter is received by Recipient from a third party having no obligations of confidentiality to Owner concerning such information; (iii) is communicated to a third party with express written consent of the Owner; (iv) is independently developed by Recipient; or (v) is lawfully required to be disclosed to any governmental agency or is otherwise required to be disclosed by law, provided that, before making such disclosure, the Recipient shall promptly give the Owner notice in writing of such ordered disclosure for the purpose of affording Owner an adequate opportunity to raise an objection or take action to assure confidential handling of such information.



4.	Except with the Owner's prior written consent, the Recipient will not use any Confidential Information for any purpose other than the analysis of business opportunities with Owner and/or the performance of obligations or arrangements with the Owner. 



5.	The term "affiliate" means any person or entity controlling, controlled by or under common control with a party.  The parties contemplate that Confidential Information may be conveyed by or to affiliates of the parties on a need-to-know basis subject to the requirements and restrictions of this Agreement; and agree further that this Agreement will be binding and enforceable by and against the parties' affiliates who are signatories below to the same extent as it is enforceable against the parties themselves.



6.	Except with the prior written consent of the Owner, Recipient shall not disclose any Confidential Information it receives from Owner to any person or entity, except employees, officers, directors or other principals, agents, counsel or consultants of Recipient and its affiliates who have a need to know and who have been informed of Recipient's obligations under this Agreement and have agreed to be bound hereby. Recipient agrees to take appropriate precautions to insure that all persons to whom Recipient provides Confidential Information protect its confidentiality pursuant to the terms of this Agreement.  The Recipient will at all times employ procedures with respect to the Confidential Information which are no less restrictive than the strictest procedures used by the Recipient to protect its own confidential data of like importance. The Recipient remains liable for any unauthorized disclosures by its employees, officers, directors or other principals, agents, counsel or consultants of Recipient and affiliates.



7.	Neither this Agreement, nor the disclosure of Confidential Information under this Agreement, nor the ongoing discussions and correspondence between the parties, shall constitute or imply a commitment or binding obligation between the parties or their respective affiliates regarding any transactions or ventures between the parties.  If, in the future, the parties elect to enter into a binding commitment regarding any transaction or venture, such commitment will be explicitly stated in a separate written agreement executed by both parties, and the parties hereby affirm that they do not intend their discussions, correspondence, and other activities to be construed as forming a contract regarding the subject matter thereof or any other transaction between them without execution of such separate written agreement.



8.	All Confidential Information disclosed by the Owner to the Recipient under this Agreement (including without limitation, information incorporated in computer software or held in electronic storage media) shall be and remain the property of the Owner.  There is no license of use or other permission to use Confidential Information for purposes other than those expressly contemplated herein  other than that granted expressly by this Agreement.  All such Confidential Information shall be returned to the Owner or destroyed promptly upon written request and shall not be retained in any form by Recipient. The rights and obligations of the parties under this Confidentiality Agreement shall survive any such return or destruction of Confidential Information. 



9.	Either party may terminate this Confidentiality Agreement by written notice to the other party. However, in the event of termination, all rights and obligations under this Agreement shall survive with respect to Confidential Information disclosed prior to such termination. 



10.	Notwithstanding anything herein to the contrary, the parties recognize and agree that a Recipient shall be entitled to retain, use and rely upon any Confidential Information provided by the Owner in connection with the evaluation and decision by Recipient to provide any loan commitments or loans to the Owner consistent with Recipient’s regulatory requirements and prudent lending practices. 



11.	In the event of a breach of the foregoing provisions of this Agreement, the parties agree that Owner may not have an adequate remedy at law, in money or damages, and accordingly, shall, in addition to any other available legal or equitable remedies, be entitled to seek an injunction against such breach. Any such relief shall be in addition to and not in lieu of any other relief to which Owner may be entitled at law or in equity, including reasonable attorneys’ fees.



12.	This Agreement: (i) is the complete agreement of the parties concerning this subject matter and supersedes any prior such agreements; (ii) may not be amended except in writing signed by both parties; and (iii) shall be governed by and construed in accordance with the laws of the State of ______   without regard to its choice of law provisions. 



EXECUTED to be effective as of  _________________, 20___





DEF FEDERAL CREDIT UNION		ABC FEDERAL CREDIT UNION

							





By:  _________________________________		By:  _________________________________

	Name

DEF Federal Credit Union

	

							Print Name: ___________________________



							

Print Title: ____________________________
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SUB-SERVICING AGREEMENT              



THIS SUB-SERVICING AGREEMENT ("Agreement"), made as of the ______ day of _________________, 20__ by and between DEF Credit Union (herein, "Lender/Servicer") and ABC Loan Services, Inc. (herein, "Sub-Servicer").








RECITALS:



WHEREAS, Sub-Servicer is engaged in the business of servicing residential mortgage loans evidenced by notes and secured by deeds of trust, mortgages, trust deeds or like security instruments; and



WHEREAS, Sub-Servicer has the capacity to sub-service for Lender/Servicer residential mortgage loans or pool of residential mortgage loans; and 



WHEREAS, Lender/Servicer desires that Sub-Servicer sub-service said loans and Sub-Servicer is agreeable thereto;



NOW, THEREFORE, in consideration of the mutual recitals, promises and covenants set forth herein, and other good and valuable consideration herein receipted for, but not herein recited, the receipt of which is hereby acknowledged, the parties hereto agree and covenant as follows:








ARTICLE 1








DEFINITIONS



For purposes of this Agreement each of the following terms shall have the meaning specified with respect thereto.



1.1
Agreement.  "Agreement" shall mean this Agreement as the same may be from time to time amended.



1.2
Sub-Servicer.  "Sub-Servicer" shall mean ABC Loan Services, Inc.                      


1.3 Lender/Servicer.  "Lender/Servicer" shall mean DEF Credit Union


1.4
Investor.  "Investor" shall mean the owner and holder of the note.



1.5
Mortgage.  "Mortgage", "mortgages", "loan" or "loans" shall mean fixed or adjustable loans, security deeds, trust deeds, deeds of trust and related loan documents relating to fixed or adjustable loans which comprise the residential mortgage loans or pool of residential mortgage loans sub-serviced by Sub-Servicer.



1.6
Mortgagor.  "Mortgagor" or "Mortgagors" shall mean mortgagors, trustors of trust deeds and deeds of trust, and the grantors of any Mortgages.



1.7
Freddie Mac or FHLMC.  "Freddie Mac" or "FHLMC" shall mean the Federal Home Loan Mortgage Corporation.



1.8
FNMA.  "FNMA" shall mean the Federal National Mortgage Association.



1.9
GNMA.  "GNMA" shall me the Government National Mortgage Association.



1.10
FHA.  "FHA" shall mean the Federal Housing Administration.



1.11
VA.  "VA" shall mean the Veterans Administration.



1.12
HUD.  "HUD" shall mean the Department of Housing and Urban Development.



1.13
FDIC.  "FDIC" shall mean the Federal Deposit Insurance Corporation.



1.14
OTS.  "OTS" shall mean the Office of Thrift Supervision.



1.15
Cut off date.  "Cut off date" shall mean the last day of each month.


1.16 Prime. "Prime" shall mean prime rate set by the Sub-Servicer's depository bank.


1.17 NCUA.  "NCUA" shall mean National Credit Union Administration








ARTICLE II






AGREEMENTS OF SUB-SERVICER


2.1
General.



Sub-Servicer hereby agrees to service the Mortgages pursuant and subject to the terms of this Agreement.


2.2
Compliance.



(a)
Sub-Servicer will comply with, and will use its best efforts to cause each Mortgagor to comply with, all terms of the trust deed/mortgage loan instruments, all applicable local, state and federal laws and regulations and all applicable requirements of FHA, VA, HUD, FNMA, GNMA, FHLMC, and any private mortgage insurance company.



(b)
Where applicable, Sub-Servicer will comply with the National Housing Act of 1934, as from time to time amended, or with the Servicemen's  Readjustment Act of 1944, as amended, and with all rules and regulations issued under either, and with the requirements of private mortgage insurance companies, including requirements concerning the giving of notices and submitting of claims required to be given or submitted to the Federal Housing Administration, the Veterans Administration, or to private mortgage insurance companies to the end that the full benefit of either the Federal Housing Administration insurance, the guaranty of the United States of America, or the private mortgage insurance will inure to Lender/Servicer and Investor as their interests may appear.  Sub-Servicer will forward copies of all such notices or claims to Investor if requested in writing by Investor.


2.3
Procedure.



Until the principal and interest of each Mortgage is paid in full, unless sooner terminated pursuant to the terms hereof, Sub-Servicer shall:



(a)
Collect applicable payments of principal, interest and applicable deposits for taxes, assessments and other public charges that are generally impounded, hazard insurance premiums,  FHA insurance or private mortgage insurance premiums, and all other items, as they become due; 



(b)
Accept payments of principal and interest and impound deposits only in accordance with the Mortgage instruments.  Deficiencies in or excess in payments or deposits shall be accepted and applied, or accepted and unapplied, or rejected in accordance with the requirements of HUD and VA, with respect to FHA and VA mortgages, respectively, and in accordance with the provisions of FNMA, FHLMC and other conventional mortgage loan instruments with respect to conventional loans.



(c)
Apply all installments and impound deposits collected by it from the Mortgagor, and will maintain permanent mortgage account records capable of producing, at any time and in chronological order:  the date, amount, distribution, installation due date or other transactions affecting the amounts due from or to the Mortgagor and indicating the latest outstanding balances of principal, impound deposits, advances, and unapplied payments.



(d)
Pending disbursement, segregate and hold by it the funds in a custodial account in such manner as to show the custodial nature thereof, and so that the investor and each separate Mortgagor whose funds have been contributed to such account or accounts will be individually protected under the rules of NCUA and/or FDIC.  Sub-Servicer's records shall show the respective interest of the investor and each Mortgagor in all such custodial accounts.  All funds collected for principal and interest shall be held by and carried in records of the Sub-Servicer as "trustee" for the investor, and shall be established in such a manner as to comply with all applicable rules regulations of any governmental agency insuring or guaranteeing the Mortgage loan;



(e)
Maintain deposits received from Mortgagors for the payment of recurring obligations in custodial accounts as specified in sub-paragraph (d) of this section.  If any federal or state statute or rule of law requires or may require the payment of interest on such deposits, Sub-Servicer will pay such interest on custodial accounts, which it maintains or controls.  Lender/Servicer shall reimburse Sub-Servicer for said interest within three (3) business days of receipt of billing.  Funds received after the third business day will be subject to a finance charge of two percent per annum (2%) over prime on a 365/365 day basis for the elapsed days.  Sub-Servicer will determine the amount of deposits to be made by Mortgagors and will furnish to each Mortgagor, at least once a year, an analysis of the escrow/impound account;



(f)
Maintain accurate records reflecting the status of taxes, ground rents and other recurring charges generally accepted by the mortgage servicing industry which would become a lien on the security property.  For all Mortgages providing for the payment to and collection by Sub-Servicer of impound deposits for taxes, ground rents or such other recurring charges, Sub-Servicer shall pay such charges before any penalty date, and, whenever possible, in time to secure maximum discounts allowable.  Sub-Servicer assumes responsibility for the timely payment of all such items and will hold harmless and indemnify Lender/Servicer and Investor from all penalties, loss or damage resulting from Sub-Servicer's failure to discharge said responsibility.



(g)
For all mortgage loans which have no provisions for the payment to or the collection by Sub-Servicer of impound deposits for taxes, Sub-Servicer shall, upon notification by its tax service, promptly contact Lender/Servicer regarding the delinquency of any said tax.  Upon Lender/Servicer's instruction, Sub-Servicer will pay any delinquent taxes. Lender/Servicer shall reimburse Sub-Servicer for said advances within three (3) business days of receipt of billing.  Funds received after the third business day will be subject to a finance charge of two percent per annum (2%) over prime on a 365/365 basis for the elapsed days. Additionally, Sub-Servicer shall not be responsible for payment of ground rents or other charges for any Mortgage for which it is not obligated to collect impound deposits and will pay such charges only upon Lender/Servicer's instructions and remittances.



(h)
When funds held in a Mortgagor's escrow/impound account are insufficient to pay taxes, assessments, mortgage insurance premiums, hazard or flood insurance premiums, or other items due therefrom, Lender/Servicer shall reimburse Sub-Servicer monthly for all outstanding deficiencies, and any other advances made by Sub-Servicer to protect the security of Lender / Servicer and Investor unless such deficiencies are caused by negligence of Sub-Servicer.  Lender/Servicer shall wire funds necessary to reimburse Sub-Servicer for any advances within three (3) business days of receipt of billing.  Funds received after the third business day will be subject to a finance charge of two percent per annum (2%) over prime on a 365/365 basis for the elapsed days.  Sub-Servicer shall attempt to obtain the necessary additional funds from the Mortgagor as set forth by specific instructions from Lender/Servicer as to the preferred method to recover such advances made on behalf of the Mortgagor and Lender/Servicer.



(i)
Maintain in full force and effect at all times FHA mortgage insurance, or private mortgage insurance, as applicable, in accordance with the type of Mortgage, and will assume responsibility for the payment of the premium thereon to the extent funds are available from the Mortgagor's deposit account;



(j)
Assure that improvements on property securing each Mortgage are insured by hazard insurance issued by companies acceptable to Investor in an amount at least equal to the unpaid principal balance of the loan or the full insurable value of the improvements, whichever is less, of a type at least as protective as fire and extended coverage, and containing a "standard" or "union" mortgage clause (without contribution) in the form customarily used in the area in which the property is located.  In all events, the provisions of the underlying loan documents shall prevail.  The mortgagee clause will be reflected as running to the benefit of Lender/Servicer, its successors and assigns.  During the course of sub-servicing, the mortgagee on the hazard insurance will read as follows:


 DEF Credit Union 

its successors and assigns


c/o ABC Loan Services, Inc.  P.O.  Box 1234

Washington, DC 20036

Sub-Servicer shall not maintain the original insurance policy for any Mortgage delivered for sub-servicing as provided within Sub-Servicer's mortgage impairment insurance policy.



2.4
Other




Sub-Servicer shall be responsible for further safeguarding Investor's interest in the property and rights under the Mortgage by:



(a)
Inspecting properties when the Mortgagor is 45 days or more delinquent in the payment of any obligation under the Mortgage, and perform such other inspections as prudence and sound business judgment suggest;



(b)
To the extent possible, secure any property found to be vacant or abandoned, and advise Investor of the status thereof;



(c)
Notifying Investor whenever Sub-Servicer receives notice or otherwise becomes aware of any notice of liens, bankruptcy, condemnations, probate proceeding, tax sale, partition, local ordinance violation, condemnation or proceeding in the nature of eminent domain or similar event that would, in Sub-Servicer's judgment, impair Investor's security; and Sub-Servicer shall assist Investor in undertaking appropriate action to preserve its security;



(d)
Advising Investor with respect to requests for partial releases, easements, substitutions, division, subordination, attornments, alterations, or waivers of security instrument terms;



(e)
Advising Investor of any change in ownership of the secured property, and subject to governing laws and regulations, comply with all instructions of Investor with respect to the acceleration or modification of the indebtedness; Sub-Servicer will contact Lender/Servicer immediately upon inquiry from Mortgagor on possibility of assumption.  If assumption is authorized and requires qualification, Sub-Servicer will, upon receipt of a signed contract and an application fee from proposed Mortgagor, provide a blank application for completion by the Mortgagor with applicable verification forms to be signed by the proposed Mortgagor.  Upon receipt of the completed application and signed verification forms from the Mortgagor, Sub-Servicer will process the application (request credit report, verify all information on the application) and forward the completed assumption package to the Lender/Servicer and/or Investor for approval.  Lender/Servicer and/or Investor will underwrite, request any required insurance approval, and forward approved assumption to Sub-Servicer for final transfer.  If assumption is denied, Lender/Servicer and/or Investor will prepare denial letter and forward original to Mortgagor and copy to Sub-Servicer for file.  Lender/Servicer and/or Investor will be responsible for preparing and forwarding all required disclosures to assumptor within required time frames and provide a copy of all disclosures to Sub-Servicer for file.  Sub-Servicer shall have no responsibility or liability regarding disclosures or the accuracy of such.


(f)
Maintaining in force at all times a policy of errors and omissions insurance coverage at Sub-Servicer's sole expense.  The purpose of such coverage is to provide Lender/Servicer and Investor protection in liquidating a loan against net loss that can be attributed to damage to the property from a hazard or peril required to be insured by the Investor and that otherwise would be insured but for Sub-Servicer's negligence in allowing insurance coverage to lapse or failing to keep a sufficient amount of insurance in force;



(g)
The disbursing of insurance loss settlements, including;




(l)
the receiving of reports of hazard insurance losses and assuring that proof of loss statements are properly filed;




(2)
authorizing the restoration and rehabilitation of the damaged property;




(3)
collecting, endorsing and disbursing the insurance loss proceeds and arranging for progress inspections and payments, if necessary;




(4)
complying with all applicable FHA, VA or private mortgage insurance requirements pertaining to settlement of insurance losses; and




(5)
in general attempting to assure that the priority of the Mortgage is preserved to the extent possible by complying with applicable lien laws;



(h)
Processing insurance drafts in the following manner:




(l)
Provided that the Mortgage is current in all respects, Sub-Servicer may endorse and deliver to Mortgagor without prior inspection of the property and completion of repairs settlements drafts for losses up to the amount of one thousand dollars ($l,000.00).




(2)
With respect to settlement drafts for losses in excess of one thousand dollars ($l,000.00), but no more than five thousand dollars ($5,000.00), Sub-Servicer shall handle these drafts in accordance with FNMA and FHLMC guidelines.




(3)
Prior to endorsement and delivery of settlement drafts for losses in excess of five thousand dollars ($5,000.00), Sub-Servicer shall have an inspection of the property performed to ensure that the repairs have been completed and obtain necessary supporting documentation in accordance with FNMA and FHLMC guidelines.  



2.5
Investor Accounting




Sub-Servicer shall:




(a)
Make interest rate adjustments in compliance with applicable regulatory adjustable loan requirements and the loan documents, which reflect the applicable movements of the applicable loan rate index.  Applicable interest rate adjustments shall be implemented in accordance with applicable adjustable loan regulations and loan contract.  Sub-Servicer shall execute and deliver all appropriate notices required by applicable adjustable loan regulations and loan contract regarding such interest rate adjustments including but not by way of limitation, timely notification to Investor or to Investor's successors or assigns, of applicable date and information regarding such interest rate adjustment, and methods of implementation of such interest rate adjustments, new schedules of Investor's pro rata share of collections of principal and interest, and of all prepayments of any loan hereunder by Mortgagor.




(b)
Perform such other customary duties, furnish such other reports and execute such other documents in connection with its duties hereunder as Lender/Servicer and Investor from time to time reasonably may require.




(c)
Not accept any prepayment of Mortgage except as specified by law or as authorized by law and permitted by the terms of the Mortgage, nor waive, modify, release or consent to postponement on the part of the Mortgagor of any term or provision of the Mortgage without the written consent of Investor.




(d)
Upon payment of a loan in full, have prepared and file any necessary release or satisfaction documents, and shall continue sub-servicing of the loan pending full settlement, and refund any Mortgagor deposits.




(e)
Where Investors require interest paid through the end of the month although interest due from the Mortgagor is to the actual date of the pay-off, advance its own funds to cover any uncollected interest due the Investor and will periodically bill Lender/Servicer for reimbursement of such advances.  Lender/Servicer will reimburse Sub-Servicer for said advances within three (3) business days of receipt of billing.  Funds received after the third business day will be subject to a finance charge of two percent per annum (2%) over prime on a 365/365 basis for the elapsed days.




(f)
Remit to the Investor, within five (5) working days after cut-off date and in a manner specified by Investor, all principal and interest collected from Mortgagors, retaining as compensation the fees set forth in Schedule I attached hereto.  Sub-Servicer will remit any guaranty fees to the Guarantor as required.  By mutual agreement, Sub-Servicer will remit monthly to Lender/Servicer the remaining portion of the gross service fee collected within five (5) working days after cut-off date.



(g)
Where Investors (FHLMC, FNMA, GNMA) require the reporting of balances and cash remittances to be reported and remitted at one time and consolidated on the appropriate reports, service one hundred percent (100%) of loans which are servicing retained by Lender/Servicer for those Investors which follow such reporting requirements.  Sub-Servicer also will submit all reports to Investor under Lender/Servicer's assigned "seller/servicer" number or such other number that Lender/Servicer and Investor may designate in writing to Sub-Servicer.


.




(h)
In the event the Investor instructs Lender/Servicer to service release any loan(s) and Lender/Servicer shall deliver such notice to Sub-Servicer, immediately acknowledge, in writing to Lender/Servicer, the Investor's request and proceed in accordance with the Investor's instructions.  In the event Lender/Servicer determines and instructs Sub-Servicer not to proceed with the Investor's instruction, Lender/Servicer agrees to hold Sub-Servicer harmless from any action taken against Sub-Servicer by the Investor, and from any loss or damage, including reasonable attorney’s fees, resulting therefrom.




(i)
In the event Investor sells all or any part of its interest in any mortgages to a third party or parties, including the sale of participating interests therein, and such third parties succeed to all of the rights of Investor hereunder for the loan interest purchased and this Agreement shall remain in full force and effect, remit all principal and interest installments collected under the Mortgages directly to such third party or parties in accordance with the terms of the applicable servicing agreement, after deduction of the servicing fee which is paid to the Lender/Servicer.  The obligation to make direct remittance and/or reporting to such third party or parties shall arise upon thirty (30) days written notice of such assignments given by such third party(ies) to Sub-Servicer.  Sub-Servicer shall be entitled to and be paid an additional fee for each such third party remittance and/or reporting. Any sub-servicing fee increase called for hereunder shall be mutually agreed upon by Sub-Servicer and Lender/Servicer.




(j)
Hold any related custodial demand deposit accounts associated with the receipt, disbursement and accumulation of principal, interest taxes, hazard insurance, mortgage insurance, etc., as "trustee" for Lender/Servicer and/or Investors and/or Mortgagors with the exception of GNMA servicing.  Pursuant to GNMA's regulations, Sub-Servicer is not permitted to withdraw/disburse funds from the "P&I" custodial account.  Any benefit or value derived from such demand deposits shall accrue to the benefit of Lender/Servicer.




(k)
Sub-Servicer shall indemnify and hold harmless the Lender/Servicer for any loss resulting from the negligence of the Sub-Servicer.



2.6
Delinquency Control




Sub-Servicer shall:




(a)
Be responsible for protecting Investor's investment in the Mortgage loans by maintaining the maximum possible number of Mortgages in a current status, dealing quickly and effectively with Mortgagors who are delinquent or in default.  Sub-Servicer's delinquent mortgage servicing program shall include an adequate accounting system which will immediately and positively indicate the existence of delinquent Mortgages, a procedure that provides for sending delinquent notices, assessing late charges, and returning inadequate payment, and a procedure for the individual analysis of distressed or chronically delinquent loans.




(b)
Maintain a collection department and an on-line automated collection system that operates according to a Delinquency Control Plan. (The Delinquency Control Plan will include the following procedures:  l)  The collection supervisor allocates delinquencies to a collector.  Further, the system will supply each day's menu of delinquent accounts to be worked.  Those accounts not worked the previous day are carried over.  2)  The collection staff is segmented to work 30-day accounts, 60-day accounts, 90-day accounts and 90-day plus accounts.  3)  Phone contact shall begin with delinquent mortgagors between the 16th to 19th day of delinquency.  This shall be supplemented by a system generated late notice and late charge assessment no later than the 20th day of delinquency.  A breach letter will be sent immediately after the 30th day of delinquency.   If delinquency persists, and to the extent permitted by applicable law, frequent phone contacts will continue and a face-to-face interview will be requested.  During this period every effort will be made to bring the loan current or negotiate a modified repayment plan based upon the current cash flows and current total debt repayment requirements.  If resolution of the delinquent status cannot be made, foreclosure will be recommended.)  Sub-Servicer and Lender/Servicer will review and agree on Delinquency Control Plan periodically. Sub-Servicer will provide delinquency reports to Lender/Servicer monthly or as otherwise agreed upon.




(c)
Also provide Lender/Servicer and Investor with a month-end collection and delinquency report identifying and describing the status of the Delinquency Control Plan and any delinquent loans, and will from time to time as the need may arise, provide Lender/Servicer and Investor with loan service reports relating to any items of information which Sub-Servicer is otherwise required to provide hereunder, or detailing any matters the Lender/Servicer or Sub-Servicer believes should be brought to the special attention of Lender/Servicer and Investor.



(d)
Upon the request and under the direction of Lender/Servicer and Investor, assist in the foreclosure or other acquisition of the property relating to any Mortgage, the transfer of such property to the FHA or VA and the collection of any applicable mortgage insurance, and pending completion of these steps, protect such property from waste and vandalism.  At the option of Investor, Investor may assign such Mortgage to the Sub-Servicer which will then conduct all such proceedings in its own name, promptly thereafter assigning and conveying to the Investor any title, equity, or other property or right acquired by such proceedings.  Sub-Servicer will have title to the property conveyed in the name designated by Investor.  Lender/Servicer agrees to reimburse Sub-Servicer for all of its actual expenses so incurred under this paragraph, including court costs and attorney's fees, within three (3) business days of receipt of billing.  Funds received after the third business day will be subject to a finance charge of two percent per annum (2%) over prime on a 365/365 basis for the elapsed days.  In case of a voluntary deed in lieu of foreclosure, and purchase by Investor for its account, Sub-Servicer will protect the property while so owned.  These operations shall be on terms and as determined and directed by Investor, if payments are deferred and payable under contract or Mortgage, Sub-Servicer will service the same until completely liquidated.



2.7
Books and Records


 
Upon Lender/Servicer's written request, Sub-Servicer shall furnish a detailed statement of its financial condition, shall give Lender/Servicer or its authorized representative opportunity at any time during its normal business hours to examine Sub-Servicer's books and records, or shall cause a certified public accountant selected and employed by it to provide Lender/Servicer not later than ninety (90) days after the close of Sub-Servicer's fiscal year, with a certified statement of Sub-Servicer's financial condition as of the close of its fiscal year.  Any additional requests for loan audit or confirmations to be performed by Sub-Servicer's audit firm on Lender/Servicer's mortgage loans, shall be at Lender/Servicer's sole expense.  Sub-Servicer will keep records satisfactory to Lender/Servicer and Investor pertaining to each Mortgage, and such records shall be the property of Lender/Servicer and upon termination of this Agreement shall be delivered to Lender/Servicer at Lender/Servicer's expense.



2.8
Insurance



Sub-Servicer will maintain in effect at all times and at its cost, a blanket fidelity bond and an errors and omission policy acceptable to FHLMC and FNMA.  If so requested by Lender/Servicer, Sub-Servicer shall cause certificates evidencing the existence of such coverage to be delivered to Lender/Servicer.







ARTICLE III





AGREEMENTS OF LENDER/SERVICER



3.1
Documentation




Lender/Servicer shall provide at its sole cost and expense:




(a)
any documents or records which are necessary or appropriate for Sub-Servicer to receive in order to conduct the servicing of the Mortgages as indicated in Schedule II.




(b)
 applicable documentation to Sub-Servicer for each loan submitted hereunder to enable Sub-Servicer to place and continue the Mortgage on its computer system.  All such documentation must be received in a reasonable amount of time by Sub-Servicer, prior to any reporting due investor;




(c)
any expense associated with obtaining any license if required by an individual state or jurisdiction as a result of this agreement, where Sub-Servicer is not currently required to be licensed.



(d)
If applicable and as soon as possible, Sub-Servicer with a complete listing of any loans where the mortgage payment is inclusive of a personal or group insurance premium.  This list will also provide the name of the insurance company; type of premium coverage; premium amount; and the name and telephone number of the individual at Lender/Servicer's firm or affiliation knowledgeable of such coverage.  Furthermore, should Lender/Servicer negligently misrepresent, misinform, provide inadequate information or no information regarding the status of personal or group insurance coverage (i.e.  mortgage life insurance) which would cause Sub-Servicer to incur a loss or damage, Lender/Servicer agrees to hold Sub-Servicer harmless from any and all claims, liabilities, damages, and loss, including reasonable attorneys fees, resulting therefrom;




(e)
Sub-Servicer with physical evidence that a hazard insurance policy is in force for each Mortgage delivered to Sub-Servicer for sub-servicing and allowing Sub-Servicer sufficient time to receive evidence in house that all notifications shall be forwarded to Sub-Servicer.  Further, Lender/Servicer agrees to hold Sub-Servicer harmless from any loss or damage caused by insufficient evidence of hazard insurance coverage negligently delivered to Sub-Servicer or any loss or damage which occurred during a lapsed policy prior to delivery of servicing to Sub-Servicer;




(f)
Sub-Servicer with complete credit files and any files associated with required or optional quality control audits and any associated record keeping validating required random sampling;




(g)
Sub-Servicer with remittance by check for an amount sufficient to pay for a real estate tax contract issued by Sub-Servicer's tax service.  If a tax contract is in existence, pay any fees associated with a transfer to Sub-Servicer;



3.2
Further Notification




Lender/Servicer shall:




(a)
Advise Sub-Servicer upon delivery of each Mortgage submitted for sub-servicing, as to whether the Mortgage is in a warehouse (unsold) status or, if sold, specific information regarding the permanent Investor.  If a Mortgage which has been delivered to Sub-Servicer in a warehouse (unsold) status is sold, Lender/Servicer will immediately notify Sub-Servicer of the sale by phone and will deliver a written copy of the permanent Investor's purchase advice or funding detailed report immediately thereafter.  In the event the permanent Investor charges a penalty for late reporting, remittances, etc., which were caused by Lender/Servicer's delay in notifying Sub-Servicer of the permanent Investor's purchase of the loan(s), Lender/Servicer agrees to promptly pay the penalty and Sub-Servicer shall have no liability on account thereof.




(b)
Discharge Sub-Servicer from all liability for any advances of principal and interest resulting from delinquent whole Mortgages and delinquent Mortgages which are included in any pool that has been created through "mortgage-backed pass through" certificates or securities, as well as for all advances due to negative amortization.  Lender/Servicer will reimburse Sub-Servicer for such advances within three (3) business days of receipt of billing.  Funds received after the third business day will be subject to a finance charge of two percent per annum (2%) over prime on a 365/365 basis for the elapsed days.  Sub-Servicer will reimburse Lender/Servicer as recoveries are made from Mortgagors.



3.3
Default



In the event Lender/Servicer shall fail to pay to Sub-Servicer any undisputed sums due and payable to Sub-Servicer under this Agreement when and as the same shall be due and payable, whether as compensation, reimbursement, or otherwise, Sub-Servicer shall be entitled upon prior written notice to adjust Lender/Servicer's "net service fee due" in set-off of the amount of any sum so owing and unpaid.  Lender/Servicer has the right to review documentation supporting such set-offs.







ARTICLE IV







COMPENSATION


4.1
Compensation to Sub-Servicer



For providing the services contained in this Agreement it is agreed that:



(a)
Sub-Servicer shall be paid in accordance with the fees established by Schedule I, attached hereto.



(b)
Sub-Servicer retains the option to review and adjust its schedule of fees (in whole or in part) on an annual basis.  Any fee schedule adjustment will be subject to thirty (30) days prior written notice to Lender/Servicer.  Anything contained herein to the contrary notwithstanding, Sub-Servicer guarantees all fees established by Schedule I for the initial forty-eight (48) months of this Agreement.



(c)
Any miscellaneous costs incurred by Sub-Servicer from extraordinary requests by Lender/Servicer shall be billed to Lender/Servicer at cost and promptly paid by Lender/Servicer upon receipt of billing. No miscellaneous costs for extraordinary requests by Lender/Servicer shall be incurred without the prior written approval of Lender/Servicer.



(d)
Lender/Servicer shall wire funds to Sub-Servicer for monthly fees and charges within five (5) business days of receipt of billing.  Funds received after the fifth business day will be subject to a finance charge of two percent per annum (2%) over prime on a 365/365 basis for the elapsed days.  








ARTICLE V







TERM AND TERMINATION


5.1
Term



The term of this Agreement shall be for four (4) years, commencing upon the date hereof and ending at twelve o'clock midnight (12:00 A.M.) on _______________________, 2012, except that if neither party shall terminate this Agreement by thirty (30) days written notice to the other prior to the expiration of the initial four-year term, this Agreement shall renew itself and exist and continue for successive terms of one (1) year each until terminated by such notice.


5.2
Notice


  (a)
Sub-Servicer may, by 180-day written prior notice to Lender/Servicer, terminate this Agreement as to any or all trust deeds/mortgages then being sub-serviced.


 (b)
Lender/Servicer may also, in any event and without cause, withdraw any or all trust deeds/mortgages sub-serviced hereunder upon written demand, made at least 30 days prior to date of withdrawal.


  (c)
In the event the permanent Investor instructs Sub-Servicer to service release any loan(s), Sub-Servicer shall comply in accordance with the permanent Investor's instructions and shall advise Lender/Servicer in accordance with permanent Investor's instructions.


5.3
Reimbursement



Sub-Servicer's right to reimbursement for actual expenses, and reimbursement for any advances of principal and interest and escrow made on behalf of Lender/Servicer in accordance with the terms of this Agreement shall also apply in the event the Investor, to which Lender/Servicer has sold Mortgages, instructs Sub-Servicer in writing to service release any loan(s) to Lender/Servicer or Investor's designee.


5.4
Accounting



Upon termination of this Agreement under this Article, Sub-Servicer will account for and turn over to Lender/Servicer, Lender/Servicer's designee, or the Investor or Investor's designee, all funds collected under each Mortgage, less the compensation then due Sub-Servicer, and deliver to Lender/Servicer, Lender/Servicer's designee, Investor or Investor's designee all records and documents relating to each Mortgage then sub-serviced and will advise Mortgagors that their mortgages will henceforth be serviced by Lender/Servicer, Lender/Servicer's designee, Investor or Investor's designee.








ARTICLE VI



REPRESENTATIONS, WARRANTIES AND COVENANTS OF LENDER/SERVICER


6.1
Assistance



Lender/Servicer warrants and represents to, and covenants and agrees with Sub-Servicer that, to the extent possible, Lender/Servicer shall reasonably cooperate with and assist Sub-Servicer as requested by Sub-Servicer, in carrying out Sub-Servicer's covenants, agreements, duties and responsibilities under this Agreement and in connection therewith shall execute and deliver all such papers, documents and instruments as may be necessary and appropriate in furtherance thereof.


6.2
Notice of Breach



Lender/Servicer shall immediately notify Sub-Servicer of any failure or anticipated failure on its part to observe and perform any warranty, representation, covenant or agreement required to be observed and performed by it as a Lender/Servicer.


6.3
Taxes



Before delivery of servicing to Sub-Servicer, Lender/Servicer warrants that all real estate taxes have been paid forty-five (45) days before the tax delinquent date.  If the tax information is not available this requirement is waived; however, all real estate taxes delinquent within thirty (30) days must be paid prior to delivery of servicing to Sub-Servicer.  Lender/Servicer will indemnify and hold Sub-Servicer harmless of and from any tax penalties and interest which arose or accrued prior to delivery of servicing to Sub-Servicer.


6.4
Hazard and Flood Insurance



Lender/Servicer warrants that the required insurance for each loan has a mortgagee clause that runs to the benefit of Lender/Servicer, its successors and assigns and that the mortgagee clause will read as follows during the course of this agreement:


DEF Credit Union


 its successors and assigns


c/o ABC  Loan Services, Inc.  P.O.  Box 123

Washington, DC 20036

6.5
Authority



Lender/Servicer is a duly organized and validly existing corporation in good standing under the laws of its state of incorporation and has all requisite power and authority to enter into this Agreement and the persons executing this Agreement on behalf of Lender/Servicer are duly authorized so to do.








ARTICLE VII



REPRESENTATIONS, WARRANTIES AND COVENANTS OF SUB-SERVICER



Subject to the provisions of Article VIII herein below, Sub-Servicer warrants and represents to, and covenants and agrees with, Servicer as follows:


7.1
Assistance



Sub-Servicer warrants and represents to, and covenants and agrees with Lender/Servicer that, to the extent possible, Sub-Servicer shall cooperate with and assist Lender/Servicer as requested by Lender/Servicer, in carrying out Lender/Servicer 's covenants, agreements, duties and responsibilities under this Agreement and in connection therewith shall execute and deliver all such papers, documents and instruments as may be necessary and appropriate in furtherance thereof.


7.2
Notice of Breach



Sub-Servicer shall immediately notify Lender/Servicer of any failure or anticipated failure on its part to observe and perform any warranty, representation, covenant or agreement required to be observed and performed by it as Sub-Servicer.


7.3
Agency Approvals



Sub-Servicer is an approved servicer for Freddie Mac and Fannie Mae.


7.4
Authority



Sub-Servicer is a duly organized and validly existing corporation in good standing under the laws of its state of incorporation and has all requisite power and authority to enter into this Agreement and the persons executing this Agreement on behalf of Sub-Servicer are duly authorized so to do.








ARTICLE VIII




INDEPENDENCE OF PARTIES, INDEMNIFICATION, SURVIVAL


8.1
Independence of Parties



The following terms shall govern the relationship between Lender/Servicer and Sub-Servicer.



(a)
Sub-Servicer shall have the status of and act as an independent contractor.  Nothing herein contained shall be construed to create a partnership or joint venture between Lender/Servicer and Sub-Servicer.



(b)
Sub-Servicer shall not be responsible for representations, warranties or contractual obligations in connection with (l) the sale to Freddie Mac, FNMA or GNMA of any of the Mortgages, or (2) the servicing of any such Mortgages prior to the assumption of sub-servicing of the Mortgages pursuant to this Agreement.



(c)
Anything herein contained in this Article VIII or elsewhere in this Agreement to the contrary notwithstanding, the representations and warranties of Sub-Servicer contained in this Agreement shall not be construed as a warranty or guarantee by Sub-Servicer as to future payments by any Mortgagor.



(d)
Anything herein contained in this Article VIII or elsewhere in this Agreement to the contrary notwithstanding, Sub-Servicer shall not be responsible for performance or compliance under any loan repurchase agreements, representations or warranties of an origination nature, or those servicing representations and warranties directly or indirectly related to the origination process made between Lender/Servicer and any Investor either prior or subsequent to this Agreement.


8.2
Indemnification by Sub-Servicer



Except as otherwise stated herein, Sub-Servicer indemnifies and holds harmless Lender/Servicer from any liability, claim, loss or damage, including reasonable attorneys' fees, directly or indirectly resulting from or arising out of Sub-Servicer's failure to observe or perform any or all of Sub-Servicer's covenants, agreements, warranties or representations contained in this Agreement.


8.3
Indemnification by Lender/Servicer



(a)
Lender/Servicer indemnifies and holds harmless the Sub-Servicer from any liability, claim, loss or damage, including reasonable attorneys' fees, directly or indirectly resulting from or arising out of Lender/Servicer's negligent failure to observe or perform any or all of Lender/Servicer's covenants, agreements, warranties or representations contained in this Agreement. Further, Lender/Servicer will indemnify Sub-Servicer and hold it harmless of and from any losses which have occurred or may result from the performance of any previous servicer or sub-servicer.



(b)
With respect to any mortgage loan which is currently 90 or more days delinquent or any mortgage loan which is currently in foreclosure, Sub-Servicer shall have a period of 30 days commencing from the date of receipt of the credit files and legal files to review the contents of such files and to ascertain the correct servicing procedures for such mortgage loans.  During that period, Lender/Servicer shall hold Sub-Servicer harmless from any loses or claims in connection with the servicing of any delinquent or foreclosed mortgage loan to the extent that such losses or claims arise from any actions which Sub-Servicer should have taken on or after the transfer date but was unable to due to its inability to thoroughly review the credit or legal file. 


8.4
Survival



The indemnifications, representations and warranties set forth herein shall survive the termination of this Agreement.







ARTICLE IX







MISCELLANEOUS


9.1
Due Date of Payments



Unless otherwise stated herein, all fees, payments, charges, expenses, advances and any other sums payable to Sub-Servicer by Lender/Servicer  or to Lender/Servicer by Sub-Servicer hereunder, shall be due and payable within  three (3) business days of receipt of billing.  Funds received after the third business day will be subject to a finance charge of two percent per annum (2%) over prime on a 365/365 basis for the elapsed days.


9.2
Changes in Practices



The parties hereto acknowledge that the standard practices and procedures of the mortgage servicing industry change or may change over a period of time.  To accommodate these changes, Sub-Servicer may from time to time notify Lender/Servicer of such changes in practices and procedures.  Should any such proposed changes, made in good faith by Sub-Servicer, be unacceptable to Lender/Servicer, then Sub-Servicer shall have no further obligation to continue to accept sub-servicing under the terms of this Agreement, and may terminate this Agreement in accordance with Article V.


9.3
Assignment



This Agreement may be assigned only by written consent of both Lender/Servicer and Sub-Servicer.


9.4
Prior Agreements



If any provision of this Agreement is inconsistent with any prior Agreements between the parties, oral or written, the terms of this Agreement shall prevail, and after the effective date of this Agreement, the relationship and agreements between Lender/Servicer and Sub-Servicer shall be governed in accordance with the terms of this Agreement.


9.5
Entire Agreement



This Agreement contains the entire agreement between the parties hereto and cannot be modified in any respect except by an amendment in writing signed by both parties.


9.6
Invalidity



The invalidity of any portion of this Agreement shall in no way affect the remaining portions hereof.


9.7
Effect



Except as otherwise stated herein, this Agreement shall remain in effect until Lender/Servicer's interest in all of the Mortgages referred to, including the underlying security, are liquidated completely, unless sooner terminated pursuant to the terms hereof.


9.8
Applicable Law



This agreement shall be governed by and construed in accordance with the laws of the State of ________.


9.9
Notices



All notices, requests, demands and other communications which are required or permitted to be given under this Agreement shall be in writing and shall be deemed to have been duly given upon the delivery or mailing thereof, as the case may be, sent by registered or certified mail, return receipt requested to the address set forth on the signature page hereof.


9.10
Waivers



Either Lender/Servicer or Sub-Servicer may, upon mutual written consent of both parties, by written notice to the other:



(a)
Waive compliance with any of the terms, conditions or covenants required to be complied with by the other hereunder; and



(b)
Waive or modify performance of any of the obligations of the other hereunder.



The waiver by either party hereto of a breach of any provision of this Agreement shall not operate or be construed as a waiver of any other subsequent breach.


9.11
Binding Effect



This Agreement shall inure to the benefit of and be binding upon the parties hereto and their successors and assigns.


9.12 Headings



Headings of the Articles and Sections in this Agreement are for reference purposes only and shall not be deemed to have any substantive effect.


ARTICLE X


CONFIDENTIALITY


10.1
Confidential Information


“Confidential Information” shall mean nonpublic information that a party designates as being confidential or which, under the circumstances surrounding disclosure ought to be treated as confidential.  "Confidential Information" includes, without limitation, (i) any trade secrets relating to either party’s product plans, designs, costs, prices and names, finances, marketing plans, business opportunities, personnel, research development or know-how; (ii) any information that the disclosing parties identifies as being proprietary and/or confidential;  (iii) the terms and conditions of this Agreement; (iv) non-public information regarding the services provided by either party, including all nonpublic information related thereto; and (v) any information protected by the Gramm-Leach-Bliley Act, any amendments thereto, Part 716 of NCUA's Rules and  Regulations, or any similar federal or state law or regulation, including Confidential Information disclosed prior to the execution of this Agreement.


 
“Confidential Information” shall not include information that:  (i) is or becomes generally known or available by publication, commercial use or otherwise through no fault of the receiving party; (ii) is known and has been reduced to tangible form by the receiving party at the time of disclosure and is not subject to restriction; (iii) is independently developed or learned by the receiving party; (iv) is lawfully obtained from a third party that has the right to make such disclosure; or (v) is made generally available by the disclosing party without restriction on disclosure.


Confidentiality.  Each party shall protect the other’s Confidential Information from unauthorized dissemination and use with the same degree of care that such party uses to protect its own like information, but in no event shall either party use less than reasonable care in protecting the other’s Confidential Information.  Neither party will use the other’s Confidential Information for purposes other than those contemplated by this Agreement.  Sub-Servicer agrees to implement appropriate measures designed to meet the objectives of Part 748 of NCUA's Rules and Regulations regarding Security of member information. These measures include, but are not limited to the following provisions: Each party shall limit access to the other party’s Confidential Information to only those of its employees and agents who require such access in performing their duties hereunder, and shall further restrict such access to only such of the Confidential Information as may be required by such persons to perform such duties. Subject to the section below regarding Mortgagor Data, the Company agrees it will either return the Confidential Information to the Lender/Servicer or destroy (not retain) the Confidential Information upon completion of the work or, in any event, upon termination of the Agreement between the parties.   Under some limited circumstances, the further transfer of the Confidential Information may be needed to accomplish the purposes for which the Lender/Servicer provided the Confidential Information to Sub-servicer, e.g., mailing statements prepared by Sub-servicer to Lender/Servicer My where the contract for mailing is not held directly by the Lender/Servicer.  If a transfer of the Confidential Information by Sub-servicer is required and permitted, Sub-servicer agrees that: (1) the Lender/Servicer is not a party to the agreement with the third party; (2) Sub-servicer will use caution and prudence in the selection of responsible third parties as permitted under this term; and (3) Sub-servicer will obtain an agreement from the third party it selects that the third party will use a high degree of care to protect the security, integrity and confidentiality of the Confidential Information, use the Confidential Information only for the purposes agreed upon, not transfer the Confidential Information further, return or destroy the Confidential Information to Sub-servicer upon either the completion of the work or, in any event, not later than the termination of the agreement for services. 


Except as expressly provided in this Agreement, no ownership or license rights is granted in any Confidential Information.



Mortgagor Data.  Lender/Servicer, as a condition to its right to access and use the Sub-Servicer Site, but only to the extent allowed by applicable law, rules and regulations, hereby grants to Sub-Servicer the right to (a) collect and compile data (including web site usage statistics) on an aggregated basis (“Aggregated Data”) in any manner desired by Sub-Servicer (provided the presentation of such data does not reveal the identity of any individual Mortgagor), and (b) use the Aggregated Data for any purpose.  Lender/Servicer shall publish and abide by its published privacy policy for Mortgagors on the Sub-Servicer Site that: (a) complies with all applicable laws and regulations; and (b) except to the extent inconsistent with applicable laws and regulations, allows Aggregated Data to be made available to and used by Sub-Servicer as provided in this Section.



Sub-Servicer agrees that all information provided by Lender/Servicer regarding its My’ mortgages may be used by Sub-Servicer strictly for the purposes of servicing such mortgages. Sub-Servicer and any affiliated parties of Sub-Servicer are specifically prohibited from using the names and addresses or any information of Lender/Servicer My for solicitation or marketing to such My of any products or services of any kind by Sub-Servicer or affiliates of Sub-Servicer or any agent or contractor of Sub-Servicer unless such solicitation or marketing is specifically approved in advance in writing by Lender/Servicer.


10.2
Compliance with Applicable Requirements. 


A.
As used herein, Applicable Requirements shall mean, as of the time of reference, all of the following: (i) all mortgage loan-related contractual obligations of the Lender/Servicer; (ii) all applicable Mortgage Loan-related federal, state and local legal and regulatory requirements (including statutes, rules, regulations and ordinances) binding upon Lender/Servicer; (iii) all other applicable Mortgage Loan-related requirements and guidelines of (1) each governmental agency, board, commission, instrumentality and other governmental body or officer having jurisdiction [including without limitation those of FHA, FHLMC, FNMA, GNMA, HUD, NCUA, and VA and their respective Guides], and (2) the PMI Companies (if any), including without limitation their respective Guides; and (iv) all other applicable judicial and administrative judgments, orders, stipulations, awards, writs and injunctions.


B.
Sub-Servicer agrees to implement appropriate measures to maintain compliance with all Applicable Requirements.



IN WITNESS WHEREOF, each party has caused this instrument to be signed in its corporate name on its behalf by its proper officials duly authorized as of the day, month and year first above written.


Lender/Servicer:




Sub-Servicer:


DEF Credit Union, LLC, 


ABC  Loan Services, Inc.


By:________________________________
 
By:________________________________


Its:                         




Its:  President and CEO

Attest:
_____________________


Attest:
_____________________


Tax Identification No. _________________
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