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BETWEEN



AND









Dated:  	

This CREDIT UNION FLEXIBLE LOAN PARTICIPATION AGREEMENT (the "Agreement") is
made between	with its principal office located at
 	and		with its principal office located at 		.

1. Overview
The parties desire to enter into this Agreement wherein either Party may sell and either Party may buy a portion of any qualifying loan from the other Party. The loans sold may be closed loans in a Party's portfolio or loans that will be closed in the future. The Seller, Buyer and Service of a particular loan or package of loans will be identified in the Loan Participation Certificate attached as Addendum "A". The Participation Certificate also sets forth all the economic terms of the Participation Interest and identifies the loan, the security (if applicable) and the identity of the borrower. The duties and rights of the respective Parties are more specifically described in the Terms and Conditions attached as Addendum "B".

2. Definitions

	Buyer:
	A Party that purchases a portion of a loan that has been originated by another Party.

	Loan Documents:
	All documents evidencing the terms and agreements of the respective loans sold under this Agreement, documents evidencing a security interest and documents pertaining to the loan underwriting. Loan Documents include the note and the documentation required to comply with the agreed underwriting standards (e.g. loan application and verifications). In the case of secured loans, Loan documents include the security instrument (e.g. mortgage, deed of trust, car title), appraisals, verifications of loan to value ratio, and any required insurance coverage’s. In the case of closed-end mortgage secured loans underwritten to the standards of the Federal Home Loan Mortgage Corporation or the Federal National Mortgage Association, Loan Documents include all documents required to comply with those respective standards. Loan documents also include the documents used and relied upon to underwrite the respective loans.

	Participant:
	Any Party that owns a portion of a loan under this Agreement.

	Participation Interest:
	The undivided proportionate legal rights to the loan purchased or retained by a Participant.

	Party:
	A signatory to this Agreement.

	Seller:
	A Party to this Agreement that originates a loan and sells a portion of the loan to a Party to this Agreement.

	Secondary Seller:
	A Buyer that sells a Participation Interest previously purchased from a Participant.

	Servicer:
	Any Party that has the responsibility to service the participated loan, i.e. to collect loan payments, remit the respective portions to the Participants and engage in collection efforts, if required.



 (
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3. Types of Loan Sold
The parties agree that any Participation Interest meeting the applicable regulatory requirements may be sold or purchased by the Parties. Initially, the Parties are interested in selling and purchasing the following types of loans:

· Closed-end Real Estate Secured Loans (fixed rate)
· Closed-end Real Estate Secured Loans (variable rate)
· Closed-end Vehicle Secured Loans Without Recourse (direct or indirect)
· Closed-end Vehicle Secured Loans, With Recourse (direct or indirect)
· Closed-end Boat / RV Secured Loans Without Recourse
· Closed-end Boat / RV Secured Loans With Recourse
· Stock Secured Loans Without Recourse
· Stock Secured Loans With Recourse
· Member Business Loans


4. Underwriting Standards
The Parties shall mutually agree on the underwriting standards for each type of loan and Seller, as underwriter, warrants that it has and / or will comply with the underwriting standards as agreed upon from time to time. Buyer recognizes that Seller's underwriting standards require the application of human judgment, not inflexible rules. The underwriting standards shall not vary from Seller's underwriting standards for like loans not being participated, unless the Parties agree to different underwriting standards prior to disbursement of the loans. Unless agreed to the contrary, all closed- end first lien mortgage secured loans shall be underwritten to the standards of the Federal Home Mortgage Corporation or the Federal National Mortgage Association.


5. Regulatory Requirements
A. Warranty and Hold Harmless Agreement
The Parties warrant and covenant that each will not act except as authorized by the law applicable to their respective powers to buy and sell Participation Interests. Each Party will indemnify and hold harmless each other Party from any loss or damages sustained due to the indemnifying Party's failure to comply with the applicable laws and regulations.

B. Federally Chartered Credit Unions
The power to sell and buy portions of loans between federally chartered credit unions is governed by NCUA Regulation '701.22. The regulation requires that a federally chartered credit union Seller shall:
(1) Originate loans only to its members;
(2) Retain an interest of at least (10%) percent of the face amount of each loan;
(3) Retain the original or copies of the loan documents; and
(4) Obtain approval of the loan from the credit committee or loan officer as provided in the Seller's loan procedures.

The regulation requires that a federally chartered credit union Buyer shall:
(1) Participate only in loans that it is empowered to grant;
(2) Participate in loans only if made to its own members or members of another participating credit union;
(3) Retain the original or a copy of this Agreement and a copy of all Participation Certificates;
(4) Obtain the approval of the board of directors or investment committee for the disbursement of proceeds to Seller; and
(5) Not purchase a Participation Interest in any single loan if the sum of that Participation Interest or any other indebtedness owing to the credit union by that borrower exceeds ten (10%) percent of the credit union's unimpaired capital and surplus.

C. Credit Union Service Organizations
Credit Union service organizations ("CUSOs") that are subsidiaries of federally chartered credit unions may only originate and participate in mortgage secured loans pursuant to NCUA Rules and Regulations ' 712.


D. Other Parties
A Party, other than federally chartered credit unions and CUSOs of federally chartered credit unions, will provide a copy of the applicable statutes and regulations regarding its loan powers and restrictions to the other Party for information purposes.


6. Limitation of Parties
The Parties to this Agreement are limited to federally chartered credit unions, state chartered credit unions, credit union service organizations providing operational services to their parent credit union(s), federally chartered financial institutions and federally insured financial institutions.

7. Recourse Element of Sales
A. Non-Recourse Basis
If the sale is on a non-recourse basis, the Seller is obligated to repurchase a loan only if Buyer can demonstrate that there was a material misrepresentation of fact or negligence in application of underwriting standards by Seller, intentional or otherwise by Seller or its Secondary Seller within eighteen (18) months of the sale as set forth in Section 6.1 of the Terms and Conditions. Seller or Secondary Seller, as case may be, is not obligated to repurchase a loan that goes into default. In the case of a loan default by a member, Servicer shall engage in collection efforts for the benefit of the Participant.
B. Recourse Basis
1. If the sale is on a recourse basis and the debtor becomes sixty (60) days in default or the Servicer repossesses the collateral under the terms of the note, then the Seller shall be obligated to repurchase the loan for the outstanding principal and accrued interest. The debtor shall be considered in default if any portion of the full principal and interest payment on any loan is sixty (60) days in arrears. Seller or secondary Seller shall not permit a "skip a payment" arrangement with any debtor without consent of the Buyer, which consent shall be considered if such an arrangement is consistent with and does not exceed Buyer's own guidelines for such matters.
2. The Seller or secondary Seller shall not allow the outstanding principal balance of recourse instruments to amount to more than 25% of its capital at any time. In the event that Seller or secondary Seller exceeds this ratio at any time, Buyer may at its discretion require the repurchase of a sufficient number of loans so that the above ratio requirement is satisfied. Seller or secondary Seller shall immediately advise Buyer in the event that the ratio set forth above is exceeded; and shall document the current ratio at any time upon Buyer's request.


8. Re-Sale of Participation Interests
Subject to regulatory compliance and a proportionate right of first refusal of all Participants as more particularly described in Section 4.3 of the Terms and Conditions, any Participant may sell or purchase a Participation Interest or portion thereof from any other Participant at any time. If the Buyer of the resold Participation Interest is not a signatory to this Agreement, Buyer's signature on the Participation Certificate shall serve as a counterpart of this Agreement and evidences Buyer's consent to be bound by the terms of this Agreement. A copy of this Agreement shall be provided to said Buyer.

9. Servicer
A. Duties
Any party may service the loan. In the absence of an agreement to the contrary in the Participation Certificate, Seller shall service the loan. Servicer will be responsible for segregating, reporting and delivering to the other Party and any successors and assignees its pro rata share of actual principal collections and its interest, separately designated, in a manner consistent with the respective Participation Interests then outstanding on or before the date of the month stated in the Participation Certificate. The accounting cut-off date for remittances shall be the date of the month stated in the Participation Certificate. Servicer shall take collection actions as provided in the Terms and Conditions.
B. Fees
Servicer may charge a fee for its services. The fee may be recognized in the yield which Servicer realizes as a Participant and may not be separately stated, or the fee may be separately charged as provided in the respective Participation Certificate. Servicer shall receive all default penalties and late charges payable by the defaulting member / borrower.


10. No Obligation to Sell and Purchase - Funding
A. By entering into this Agreement, a Party is not obligating itself to either sell or purchase a Participation Interest in any loan. Unless a Party specifically obligates itself to the other Party in writing to commit, in advance, a specific pool of funds for specific purposes, a Party may defer the decision whether to sell or purchase loans until the specific loans are presented by a potential Seller.
B. Seller will execute the Participation Certificate upon the Buyer tendering the funds to purchase the Participation Interest and deliver the Participation Certificate to Buyer within two (2) days of the receipt of all funds to purchase the Participation Interest.


11. Allocation of Points and Late Fees
If the member / borrower pays points in connection with a loan, the allocation of points will be set forth in the respective Participation Certificate. Absent an agreement to the contrary, there shall be no allocation of points on closed loans in Seller's portfolio.


12. Controlling Law
This Agreement shall be interpreted under the laws of the State where the main office of the Seller is location, except on those issues exclusively controlled by Federal Law.

13. Privacy
a) The participants hereto acknowledge and agree that each party’s confidential data and non-public personal information relating to membership and consumers, as well as each party’s own marketing, strategies, business operations and business systems (collectively, “Confidential Information”) may come into each other’s possession in connection with this Agreement. The Participants understand that both Buyer and Seller are federally insured credit unions and are subject to a number of federal and state laws regarding the privacy of their respective membership and consumer information. Each Participant understands that it is prohibited from disclosing and agrees to maintain the confidentiality of and safe keep and protect Confidential Information in accordance with all relevant state and federal laws, regulations, rules and guidelines, including but not limited to, the Gramm-Leach-Bliley Act of 1999, the Fair Credit Reporting Act, all applicable regulations related thereto and the requirements imposed upon “service providers” (which shall include without limitation each Participant’s officers, agents, successors, assigns, subcontractors and subservicers) pursuant to the National Credit Union Administration’s Guidelines for Safekeeping of Member Information (12 CFR 748). Each Participant, on behalf of itself and its officers, employees, agents and successors and assigns, understands and agrees to utilize best industry practices to secure and protect Confidential Information, and agrees that it will not retain copies of any such information and that it will not use such Confidential Information to its commercial advantage or in any other manner except in the performance of this Agreement.
Notwithstanding anything contained in this Agreement to the contrary,  				 Credit Union understands and acknowledges that		Credit Union is subject to NCUA Regulations, Part 716 (12 CFR, Part 716), privacy of Consumer Financial Information and Part 748 (12 CFR, Part 748) and its Appendix A, Guidelines for Safeguarding Member Information. Accordingly,			Credit Union aggress that it will not disclose or use nonpublic personal information of consumers and members of	Credit Union which comes into its possession, for any purposes other than meeting its duties and obligations under this Agreement or for an exception set forth in NCUA Regulation sections 716.14 or 716.15, all in the ordinary course of its business. Any such use or disclosure by	Credit Union shall be in compliance with federal and state laws, rules and regulations.
b) Each Participant shall have an internal written policy in place at all times which shall reflect and require, at a minimum, compliance with its respective obligations pursuant to this section.
c) Each Participant (and/or regulator(s)) may, at any time during the term of this Agreement and upon reasonable notice, inspect another Participant’s practices and controls and/or require reasonable documentation to verify that the Participant has complied with its obligations pursuant to this paragraph.
d) The parties agree that this section shall survive the termination of this Agreement.


14. Termination
Any party may terminate this Agreement at any time for any reason or no reason at all by giving notice to the other party. The termination will not affect the parties' respective rights and obligations as to any outstanding participated loans at the time of termination.

IN WITNESS WHEREOF, each Party warrants that the signatures below evidence the authorization of the Party to enter into this Agreement on the date indicated, which Agreement includes Addendum "A" and "B" attached hereto.



	By:	 	

	Date
	Signature and Title

	Attest:   	

	
	Signature and Title

	

By:	 	

	Date
	Signature and Title

	Attest:   	

	
	Signature and Title



ADDENDUM "A"

LOAN PARTICIPATION CERTIFICATE PARTICIPATION CERTIFICATE NO.  	

[bookmark: _GoBack]This certifies that the undersigned Seller has received from the undersigned Buyer the purchase price in the principal sum stated herein and the Seller hereby sells, conveys, assigns, transfers, and issues to the Buyer under the Credit Union Flexible Loan Participation Agreement ("Agreement") dated 	 between	and	an undivided Participation Interest (subject to the terms and conditions of said Agreement) in the loan(s) described herein (see Attachment 1) and Numbered:


It is agreed that Buyer shall receive the interest yield set forth in the Loan Participation Summary on its pro rata Participation Interest, as well as its pro rata participation in the amount of any interest collected pursuant to an automatic or negotiated increase in the interest rate on any of said loans. Seller will be entitled to the remainder of the interest. Servicer shall be entitled to any default penalties and late fees.


The rights and obligations of the Parties to this Participation Certificate are governed by the Agreement, which is fully incorporated herein by reference. The terms of the Participation in the above referenced loan(s) are set forth in the attached Loan Participation Summary incorporated herein by reference.


If either Party has not previously signed the Agreement, the signature of the Party to this Loan Participation Certificate shall serve as evidence that the Party agrees to be bound by the terms of the Agreement and that the Party has received a copy of said Agreement.


WHEREFORE, the Parties execute this Loan Participation Certificate on the dates indicated.






	By:	 	

	Date
	Signature and Title

	

By:	 	

	Date
	Signature and Title



LOAN PARTICIPATION SUMMARY


Loan Number:

Roles of the Parties:

Seller: Buyer: Servicer:
Secondary Seller: (If applicable)	N/A Broker: (If applicable)

Loan Information:

Type of Loan:

Total Principal Amount of Loan: Date of Loan:
Member(s) / Borrower(s): Member(s) / Borrower(s) Address: Security: (If applicable)
Maturity:


Transaction with Buyer:

Percentage of Loan Sold to Buyer: Purchase Price of Participation Interest: Yield to Buyer:
Monthly Payment Amount to Buyer: Effective Date of Sale:
First Payment Date:

Recourse or Non-Recourse Basis:	 Recourse	 Non-Recourse

Points:

· Points not being paid by the member(s) / borrower(s) or, if paid to Seller, are not being shared in this transaction.

· Points are being shared as follows: Points Paid to Seller: $
Points Paid to Buyer: $


Service Fee:

· A separate service fee is not being paid.
· A separate service fee is bring paid in the amount of $	per monthly outstanding balance of Buyer's pro rate Participation Interest (before payment).


Service Dates:

· The accounting cut-off date is on or the last business day of each month.
· The remittance due date is on or before the 5th business day of each month.

Other Participants:

· There are no other Participants at this time.
· There are other Participants, who are:
Name	Pro Rata Interest	Role





The Parties sign below to evidence confirmation of this Loan Participation Summary.

	SELLER
	BUYER

	By:	 	
	By:	 	

	Date:	 	
	Date:	 	



ADDENDUM "B"
TERMS AND CONDITIONS
THIS LOAN PARTICIPATION CONSTITUTES A SALE OF A PERCENTAGE OWNERSHIP INTEREST IN THE LOANS AND LOAN DOCUMENTS AND SHALL IN NO WAY BE CONSTRUED AS AN EXTENSION OF CREDIT BY THE PARTICIPANTS TO THE SELLER OR SECONDARY SELLER.


ARTICLE I
Warranties and Representations
1.1 Seller's Warranties. Seller makes the following representations and warranties to the Participants, each of which, (together with all other factual statements contained herein,) Seller represents to be true and correct in all material respects:
· If the loans include recourse instruments, Seller at no time shall allow the outstanding principal balance of recourse instruments to amount to more than 25% of its capital.
(a) Seller represents and warrants that it is authorized to sell the Participation Interests described in the loans it offers to sell and that as of the date Buyer buys an undivided Participation Interest in any loan Seller will issue a Participation Certificate in evidence thereof.
(b) All loans described in such Participation Certificate are intended to be made or have been made by Seller pursuant to and in compliance with all applicable federal and state laws, rules, and regulations as from time to time amended, including and to the extent applicable to Seller: usury limitation, the Truth-in-Lending Act of 1968, the Equal Credit Opportunity Act, the Real Estate Settlement Procedures Act, the Fair Housing Act and the National Credit Union Administration ("NCUA") laws and regulations.
(c) At Buyer's request, Seller will provide Buyer with copies of all relevant credit and other information currently in the possession of the Seller, that were used by the Seller as a basis of and for its decision to make the Loan to the Borrower.
(d) At Buyer's request, Seller will provide Buyer with copies of the Loan Documents that were executed (and / or that are to be executed) by the Borrower as well as by other co-makers, guarantors and endorsers under the Loan.
(e) All Borrowers are credit union members of Seller.
(f) Where the Loan is presently in existence:
(i) There are no events of defaults under the Loan and / or under the Loan Documents.
(ii) The Loan has not been classified on the books of the Seller.
(iii) The Loan is presently on accrual status.
(iv) The terms of the Loan have not previously been renegotiated as a result of a prior deterioration in the Borrower's financial condition.

(g) If the loan is a direct loan from Seller to Borrower, the Loan Documents were validly executed by the Borrower, as well as, to the degree applicable, by the co-makers, guarantors and / or endorsers under the Loan. If the loan is an indirect loan that Seller acquired from a third party such as a vehicle dealer, Seller assigns to Participant, to the extent proportional with Participant's interest in the loan, the benefit of any warranties regarding execution of the loan documents that any third party selling the loan has made to Seller.
(h) To the extent required under applicable law, the security agreements under the Loan were (and / or will be) properly recorded in order to result in the valid perfection of a security interest on the collateral subject the lien priority, if any, set forth in the Participation Certificate.
(i) To the extent required under applicable law, the Seller has taken (and / or will take, and / or will continue to take) whatever additional actions may be necessary and proper to validly perfect and maintain a security interest on the collateral securing the Loan.
(j) No conduct by Seller, not apparent on the face of written matter provided to Participant(s), violates applicable laws or rights of Borrower so as to affect the fully collectability of the Loan, or provide Borrower or co-maker(s) or guarantor(s) with any defense to their obligations under the Loan Documents.
(k) Seller has the full right to transfer the Participation Interest sold herein, and the same is not pledged, hypothecated or encumbered for any indebtedness of principal or for any other purpose.
(l) Seller has no knowledge of any fact, not apparent on the face of the written matter provided to Participants, which would materially and adversely affect the Loan.
(m) Seller represents and warrants that after the execution of this Agreement, it shall immediately notify Participants should Seller, whether acting as Seller or in any other capacity, learn or have any knowledge of the following:
(i) Any change in the financial condition of Borrower, or of any co-maker, guarantor or endorser under the Loan, which may have a material adverse affect upon continuation of payments under the Loan or the Loan's ultimate collectability.
(ii) Any material change in the value of collateral securing the Loan.
(iii) Any change in the lien status as affecting the secured collateral.
(iv) Any request by Borrower, or by any co-maker, guarantor or endorser under the Loan, for any change in the terms and conditions of the Loan, or in the terms of any note or notes evidencing the Loan, or in any security or instrument securing the Loan.
(v) Any request by Borrower, or by any co-maker, guarantor or surety under the Loan for the release, substitution or exchange of any collateral securing the Loan differing from any release provisions of the Loan Agreement.
(vi) Any request of Borrower, or by any co-maker, guarantor or endorser under the Loan, for the release of any personal obligations of any such party under the Loan.
(vii) Any request by Seller for any change in the terms and conditions of the Loan, or in the terms of any note or notes evidencing the Loan, or in any security agreement or instrument securing the Loan.

(viii) Any request by Seller for an increase in and / or substitution or exchange of collateral securing the Loan.
(ix) Any failure by Borrower to pay principal payments under the Loan when due, and / or interest payments more than fifteen (15) days past due.
(x) The occurrence of any other event, which with the passage of time and / or failure to cure, would constitute an event of default under the Loan, or under any note or notes evidencing the Loan, or under any security agreement or instrument securing the Loan.


1.2 Possession of Loan Documents. Seller (or its designee) has in its possession all Loan Documents representing each such loan and all records required to be maintained for such loans and will provide, upon request, access thereto at any reasonable time during normal business hours pursuant to applicable law and regulations, and will deliver copies of any such instruments and records to Buyer on Buyer's request.


1.3 Warranties and Representations Effective as of Closing. Seller further represents and warrants that as of both the date of the Participation Certificate and the closing date of the loan is not aware of any material misrepresentation on any loan.


1.4 Mutual Warranties. Each Party warrants that neither the Loan nor this Agreement violate any provision of State or Federal law applicable to it and by participating in the Agreement each Party warrants that it is not exceeding its maximum credit limit as to one Borrower.


1.5 Acknowledgment of Limitation of Seller's Warranties. Buyer acknowledges that Seller has made no representation or warranty of any kind, whether expressed or implied, with respect to the validity, collectability or enforceability of the Loan, the financial condition of Borrower, the validity and enforceability of the Loan Documents except as expressly set forth in this Agreement and the documentation provided to Buyer. Buyer has based its decision to purchase a Participation Interest upon the Buyer's own independent evaluation of the Loan Documents provided by Seller and Seller's expressed warranties. Seller acknowledges that all Buyers of a Participation Interest in its loans have a right to rely upon Seller's warranties regardless of whether a Buyer buys from Seller or a Secondary Seller.

ARTICLE II

Trust Provisions



2.1. Seller and Servicer as Trustee. It is agreed that Seller and Buyer are not partners or joint venturers, and that the one Party is not to act as agent for the other. Seller shall hold legal title to the loans with respect to which Participation Interests are sold under this Agreement as trustee. Seller as Servicer or another Servicer agreed to by the Parties is to act in all loan administration and servicing matters hereunder for the other Participants as an independent contractor, and as a trustee with fiduciary duties to hold the Participation Interests in the loans, and the loan receipts hereunder, and to make the remittances as specified in this Agreement. Seller shall not transfer legal title to such loans except in accordance with Article IV of this Agreement.



2.2. Custody of Loan Documents. It is agreed that Servicer, as trustee, shall retain the physical possession of the Loan Documents (or copies thereof, if Servicer is not Seller), and shall be responsible for seeing that all title evidence and policies of insurance for the account of all Participants hereunder are properly maintained. Seller and Servicer will keep all such documents in segregated files appropriately marked to show that a Participating Interest therein has been sold, and all envelopes and files pertaining to such documents shall be so marked. Seller and Servicer shall hold such loans and documents as trustee for the benefit of all owners of Participation Interests to the extent of their beneficial interests. Any party, or party's representative or regulator, including the National Credit Union Administration (NCUA) and its examiners or supervisory agents, has the right at any reasonable time during normal business hours to request and have access to and examine any and all books, records and documents relating to any loan in which the party has a Participation Interest or relating to any of the matters covered by this Agreement.



2.3. Seller Representations Regarding Participation Interests Sold. Seller will not represent to any person that Seller owns any portion of the Participation Interests sold under this Agreement. Seller will reflect the transaction hereunder on its balance sheet and other financial statements as a purchase of assets by Buyer and a sale of assets by Seller.



2.4. Buyer as Holder of Equitable Title and Beneficial Owner of Participation Interests in Loans. Upon Buyer's payment of the purchase price for any Participation interest in any loan, Buyer shall immediately become vested, to the extent of its Participation Interest, with beneficial ownership of the loan and any and all of the documents of every nature in the possession of Seller relating to such loan. Each Participant is the holder of the equitable title to that Participant's pro rata share of each loan.

ARTICLE III

Administration and Servicing of the Loans



3.1. Identity of Servicer. Unless the Parties agree to the contrary on the Participation Certificate, Seller shall service the loan. If the Parties agree that another Party shall service the loan, that Party will assume the administrative duties herein. The Parties agree that if a credit union Party is acting as Servicer, the credit union Party's wholly owned credit union service organization ("CUSO") may service the loans on behalf of the credit union Party provided that the CUSO signs a counterpart to this Agreement and both the credit union Party and its CUSO shall be responsible for fulfillment of the servicing duties herein. Servicer may be changed, but only with the agreement of the current Servicer.



3.2. Servicing Responsibilities. Servicer represents that, in undertaking responsibility for performance of the services specified in this Agreement, it will exercise the same degree of care that Servicer exercises with respect to the administration and servicing of loans for Servicer's own account, and that in its function of trusteeship it will exercise that degree of care which is legally required of a trustee. Servicer shall be responsible for the execution of all appropriate notices and all other acts necessary to perfect title in the Buyer, the Buyer's successors and assignees, as the case may be, as to the ownership of the respective Participation Interests in the loans sold under this Agreement and for preserving all rights in said loans and administering them in all respects consistent with applicable law and regulations, and for servicing the same in a manner consistent with good lender practice. Servicer shall establish a custodial account for the deposit of principal and interest and a separate custodial account for tax and insurance escrow funds if required in the loan terms, which account will be administered in the same manner as Servicer manages its own custodial accounts.



3.3. Remittance. Servicer will be responsible for segregating, reporting, and delivering to all Participants by or before the date of each month in the Participation Certificate their pro rata share of actual principal collections and actual interest collected, separately designated, in a manner consistent with the respective Participation Interests then outstanding.



3.4. Loan and Other Prepayments. In the event that a prepayment is made on any loan, Seller will be responsible for segregating and delivering to all Participants their pro rata portion of the amount of principal prepaid in accordance with the remittance schedule set forth in the Participation Certificate. Funds received on the account of the loan debtor for the purpose of paying taxes, assessments, insurance premiums, or other similar purposes will be retained and disbursed by Servicer at its discretion.

3.5. Allocation of Funds Recovered Under the Statutory Lien. In the event that (1) a member/borrower is in default on loan participated under this Agreement and has other loans with the respective Seller herein, (2) said loans are in default, (3) funds are recovered from the member/borrower's account(s) under any applicable state or federal statutory lien or other assets not specifically pledged as collateral for specific loan, and (4) the funds recovered are not sufficient to cure all loans in default, Seller and/or Servicer shall apply the amount received on a pro rata basis in relationship to the amount of the defaults on each loan. This sharing of collateral does not apply to collateral and share specifically pledged to secure a particular loan, in which case the lien and the lien priority of the collateral and shares will be honored by Seller.


3.6. Servicer's Authority Regarding Loan Modifications and Collections. It is agreed that the exclusive right to decide how the loans sold under this Agreement shall be serviced and collected is hereby vested exclusively in Servicer, as trustee of all Participants. Other Participants are not authorized to give directions to Servicer in connection with these matters, except that the Party(ies) having ninety- five percent (95%) of the Participation Interests in the loans as reflected on Servicer's books and records may direct that a particular collection action be taken. Servicer shall not, without consent of all Participants, commingle acquired security with any other property held by Servicer. Servicer shall not have the authority, without the consent of all Participants, (i) to decrease the interest rate, (ii) modify the payment schedule, (iii) modify the amount of credit or release collateral, guarantors or makers, (iv) make or consent to any amendments in the Loan Documents, (v) waive, or release any claim against any Borrower and/or against any co-maker, guarantor or endorser, (vi) accelerate Payment under the Loan and / or under any note or notes evidencing the Loan, (vii) commence any type of legal proceeding against Borrower and / or against any co-maker, guarantor or endorser under the Loan, (viii) make or consent to any substitution, exchange, or release of collateral, (ix) seize, substitute, exchange, sell, transfer, assign, foreclosure or attempt to exercise against any collateral securing the Loan, (x) accelerate payment under the Loan and / or under any Loan Document, and / or (xi) exercise any right of setoff against Borrower's share or share draft accounts.


3.7. Records Maintenance. Servicer, as trustee, is responsible for maintaining, or requiring the maintenance of, a complete set of books and records, meeting industry standards, as to all the loans in which each Participant has acquired a Participation Interest under this Agreement, including but not limited to a record of each receipt and each disbursement. In addition to making sure that the customary monthly reports and remittances are furnished each Participant, Servicer shall ensure that such reports are accompanied by a monthly report of loan delinquencies, separately indicating the number and aggregate principal amount of loans delinquent thirty (30) days, sixty (60) days and ninety
(90) days.


3.8. Additional Advances.
(a) Advances for Taxes and Insurance. It is agreed that Servicer at its discretion may make additional advances with respect to loans in good standing for taxes and insurance premiums and that unless a Participant objects within ten (10) days of Servicer's notification of advance, the Participant will have been deemed to have participated pro rata in the advance and shall promptly pay its pro rata participation share. The Participation Certificate shall be deemed to have been amended to include the additional advance amount. Servicer shall seek immediate reimbursement of the advance from the member/borrower.

(b) Recording of Advances. In the case of every advance, a notation shall be made in the books and records required under this Agreement identifying and describing each advance and each Participant's participation or non-participation therein. A copy thereof promptly shall be furnished to the Participants.


3.9. Servicer's Fees
(a) Ordinary Fees. Servicer shall be paid the fee amount, if any, separately set forth in the Participation Certificate which shall be deducted from the monthly remittance to Buyer.
(b) Extraordinary Expenses. It is agreed that any necessary extraordinary services which may be proper under this Agreement, such as the foreclosure of mortgages, property maintenance and improvement, property management, the sale of any foreclosed real estate, repossession of collateral, court actions and similar extraordinary expenses, shall be contracted or done by Servicer at its customary cost for such services, provided such cost is reasonable, and that Servicer will be responsible for the prompt billing of each Participant hereunder for its pro rata share of such expense, and each such Participant shall be required to pay promptly its pro rata share of such extraordinary expenses incurred and billed under this Agreement. 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 Participants. For purposes of this Agreement, it shall be presumed that the order of recovery is (i) costs of collection, (ii) late fees, (iii) interest, and (iv) principal


3.10. Assumption Fees. If under the terms of the Loan Documents, Servicer permits an assumption of the loan by a third Party, a Participant shall promptly receive its pro rata participation in the amount of any assumption fee collected on such loan. Seller shall retain the reminder of any such fee.


3.11 Notification Requirements. Servicer shall have a duty to use due diligence to ascertain, and forthwith to notify, either directly or through a Servicer, the other Participants of any failure of any member/borrower to perform any obligation under the applicable loan, and also of any of the following which might come to the attention of Servicer:
(a) The vacating of or any change in the occupancy of any premises securing a loan sold under this Agreement;
(b) The sale or transfer of any security;
(c) The death, bankruptcy, insolvency, or other disability of any member / borrower which might impair ability to repay the loan;
(d) Any loss or damage to any security, in which event, in addition to notifying the other Participants, Servicer shall ensure that any insurance companies concerned are promptly notified; and
(e) Any disrepair or any other deterioration or waste suffered or committed in respect to the security in excess of Five Thousand Dollars ($5,000.00).
It is understood, however, that no notice need be given to the other Participants of any facts other than those of which Servicer shall have actual notice or would, except for its negligence, have had notice.

3.12. Default by Member/Borrower.
(a) In the event of a default in the payment of principal or interest by a member/borrower on any loan sold hereunder, then as to such loan, remittances of principal or interest to Participants hereunder shall not be required until collected from the loan debtor or for the account of the member/borrower.
(b) Any failure by a member/borrower to pay the full amount of principal and interest due under the terms of any note or loan document shall be constructed as a default under this Agreement. All Participants shall be notified within thirty days of any delinquency.
(c) No consent will be given to any member/borrower to "skip a payment" or similarly delay full payment of any amount due without the consent of the Participants. Participants will give consent provided that the "skip a payment" request is consistent and does not exceed its own guidelines for such matters.
(d) In the event of a default of a loan in excess of sixty (60) days which remains uncured Servicer shall consult with all Participants with respect to collection or workout strategies and activities. Unless any of the Participants object, Servicer shall then promptly undertake collection efforts that are appropriate in Servicer's reasonable business judgment, taking into account the amount of the debt and the likelihood of recovery, including, but not limited to, hiring of legal counsel, repossession of collateral, filing of court actions, obtaining judgments and execution thereon. Servicer's obligation under this paragraph will not be deemed breached if Servicer is prevented from taking action because of application of the automatic stay that arises if the member/borrower becomes a debtor in bankruptcy, provided that Servicer takes lawful and reasonable steps to protect the interests of Seller and Participant(s) in the bankruptcy.


3.13 Other Authorized Acts. If, from time to time, any of the loans covered under this Agreement are endorsed, assumed, guaranteed, or insured, or the obligations there under are further secured by other collateral, then it is agreed that Servicer shall, and Servicer is authorized to, act for the Participants with respect to such matters, as their interests may appear; provided that in the event any of said loans are secured by a mortgage and are insured or guaranteed by a governmental agency, Seller shall be the mortgagee of record in relation to the contract of insurance or guaranty, and the insurer or guarantor shall have no obligation to recognize or deal with any other Party except the approved mortgagee of record with respect to the rights, benefits, and obligations of the mortgagee under the contract of insurance or guaranty. Servicer is authorized to waive or collect special fees or charges, and in the case of permitted loan assumptions or similar third-Party undertakings, to agree to an increased rate of interest.

3.14. Substitution of Servicer.
(a) Participant may remove Servicer and substitute a new Servicer if Servicer, without reasonable business justification, fails to engage in active collection of the debt upon thirty
(30) days' written demand by Participant, provided that the Borrower is in default by more than ninety (90) days and the default remains uncured. The written demand may be given at any time after default. For purposes of this Agreement, the active collection of a debt shall mean the filing and prosecution of a law suit to collect the debt or obtain the collateral and/or attempting, through extra judicial means, to repossess collateral and sell the collateral as permitted by law.
(b) The substituted Service must be a Party to this Agreement and may be an appointing Participant.
(c) The original Servicer and all other Parties shall cooperate with the substituted Servicer in the transfer of the servicing duties, including the execution of any documents related to the role and actions of the substituted Servicer.
(d) Servicer may be removed and a new Servicer substituted at any time by the Participant(s) holding the majority of Participation Interests, provided, however, if a Servicer has been removed for failure to actively collect a debt, that Servicer is disqualified from appointment.

ARTICLE IV
Transferability and Sale of Participation Interests to Third Parties


4.1. Authority to Transfer Participation Interests and Legal Title Held by Seller. Participation Interests in loans subject to this Agreement are transferable upon the books and records of Seller, or its designee. After each sale and transfer of a Participation Interest in a loan pursuant to this Agreement, the Participation Interest of Seller and other Participation Interest in the same loan will be ratably concurrent, and none will have any priority over the other. The Parties understand that each may enter into other Loan Participation Agreements and transfer Participation Interests arising herein to other entities, provided all transfers comply with laws applicable to all Parties.


4.2. Rights of Third Parties on Resale. 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 Interest, such third Parties shall succeed to all of the rights of Buyer for the portion purchased, and such resale will be evidenced by a new Participation Certificate or Certificates which Buyer or its successor or assignee shall issue in the same form as the Participation Certificate attached hereto and which shall set forth the percentage of the underlying loans being resold. All Secondary Sellers to such resale transactions shall promptly provide to Servicer a copy of the Participation Certificates representing such resold interests. Upon receipt of the copy of the Participation Certificate, Servicer, as trustee, will be responsible for segregating and for causing notations to be made in the books and records to reflect the Participation Interests resulting from such resale and, thereafter, for segregating and causing monthly remittances and reports to be made to the respective owners of such Participation Interests in a manner consonant with the Participation Interests then outstanding and the provisions of this Agreement.


 	Credit Union does not want to service loans for more than the original number of Participants. If a Buyer of a Participation Interest from 	Credit Union wants to resell all of its Participation Interest to a Secondary Buyer, 		Credit Union will service the Secondary Buyer directly. If a Buyer of a Participation Interest from  	 Credit Union wants to resell all or part of its Participation Interest to more than one Secondary Buyer, 		Credit Union will continue to account to the original Buyer/Secondary Seller and the original Buyer/Secondary Seller is obligated to account to its Secondary Buyers, regardless of whether the Buyer/Secondary Seller retains a Participation Interest.

4.3. Rights of Participants on Resale of a Participant's Interest. Subject to the right of first refusal set forth in this paragraph, it is agreed that a Participant may sell, transfer, encumber, or assign all or any part of its Participation Interest in any of the loans subject to the terms of this Agreement and advances on such loans pursuant to paragraph 3.8 and may pledge, hypothecate, or transfer its respective Participation Interests in such loans to its government regulator. In such events the Participant shall disclose to	Credit Union the identity of the Buyer of the Participation Interest and the percentage sold, pledged, or transferred. This provision has no effect upon the right and authority granted to Seller under this Agreement to satisfy the whole of such loan, or to execute releases under appropriate circumstances, and, if required, Buyer will join therein. A new Participant shall sign a counterpart to this Agreement and be bound thereby. Prior to selling all or a portion of its Participation Interest, a Participant, as a Secondary Seller, shall provide written notice to the other Participants of its intent to sell all or a portion of its Participation Interest with specific terms. The non-selling Participants shall have a right of first refusal to purchase the Secondary Seller's Participation Interest upon the same terms set forth in the notice in proportion to the ownership among the Participants desiring to purchase the Participation Interest. If the non- selling Participants do not exercise their respective right of first refusal to buy all of the Participation Interests Secondary Seller desires to sell within ten (10) business days after the Secondary Seller's written notice, by tendering the stated consideration, the Secondary Seller may sell the Participation Interests to any qualified buyer within sixty (60) days of the written notice of intent to sell to the non-selling participant, upon terms no more favorable to a buyer than set forth in the written notice of intent to sell.

ARTICLE V
Seller's Insolvency and Breach of Contract


5.1. Seller's Insolvency. In the event of any of the following: (1) the insolvency of Seller, (2) the filing by or against Seller of a petition under any provision of bankruptcy law, or of an assignment for the benefit of creditors, (3) the appointment by any public or supervisory authority of any person or firm in charge of Seller or its assets, (4) a deliberate, conscious and uncorrected breach by Seller of any covenant or agreement herein or in any Participation Certificate, or (5) the involuntary sale of any loans or advances covered by this Agreement, it is agreed that the Party having the greatest Participation Interest in the loans as reflected on Seller's books and records shall automatically succeed to all rights, titles, status and responsibilities which Seller may have regarding the holding and servicing of said loans and advances. Such person or firm shall exercise all of the powers hereinabove granted to Seller, as such may appear.


5.2. Default. In the event any Participant fails promptly to provide funds for the payment of insurance, taxes, maintenance, improvements, or any expenses in connection with said loans and advances, then any other Participant is authorized to supply the same, and it shall be reimbursed from the first funds available for the account of such defaulting Party. If a Participant defaults on a non-monetary obligation herein and fails to cure the default within thirty (30) days of written notice by the non- defaulting Participant, the non-defaulting Participant may elect to perform by assumption of the duties of the defaulting Participant. The defaulting Participant is liable to the non-defaulting Participants for all costs and expenses arising from any default and shall pay any sums advanced by the non-defaulting Participant to correct or cure the default, plus interest at the maximum rate permitted by NCUA if the non-defaulting Participant is a federal charter (now 18% per annum) or by the non-defaulting Participant's state law if the non-defaulting Participant is a state charter (not to exceed 18%). Voting rights of the defaulting Participant as to the loan in question shall be suspended until the default is cured. These remedies herein are cumulative to any remedies the Parties have at law and equity.


5.3 Buyback or Transfer of Servicing Under Certain Circumstances. In the event that the capital ratio of the Seller or secondary Seller falls below 4%, Buyer shall have the authority to require the Seller or secondary Seller either to buyback the loans covered by this Agreement or transfer the servicing of said loans to the Buyer, irrespective of whether the loans are recourse or without recourse. Whether the Buyer exercises the authority referred to in the preceding sentence shall be subject to Buyer's sole discretion. Seller or secondary Seller shall immediately advise Buyer in the event that the ratio set forth above is reached; and shall document the current ratio at any time upon Buyer's request.

ARTICLE VI
Miscellaneous Provisions

6.1. Limited Agreement to Repurchase Participation Interests. Seller (or Secondary Seller if Buyer purchased the respective Participation Interest from a Secondary Seller) agrees, upon Buyer's request, to repurchase any Participation interest sold under this Agreement within eighteen (18) months after the date of Buyer's remittance of the purchase price therefore if any misstatement of material fact, intentional or otherwise, is disclosed by actual inspection by Buyer or its representative, and if the matter cannot be resolved to Buyer's satisfaction by Seller within thirty (30) days written notice to Seller by Buyer. The repurchase price shall be an amount equal to such Participation Interest's then unpaid principal, plus accrued interest, less costs owned by Buyer. This provision shall not apply to private mortgage insurance company insured mortgages, unless the FHA insurance, the VA guaranty, or the insurance of a private mortgage insurance company with respect to any of the loans lapses as a result of Seller's or Servicer's act or omission or is denied due to a misstatement of a material fact.

6.2. Authorization of Authority. The Parties each warrant and represent that each Party has been duly authorized by its respective Board of Directors to enter into this Agreement and that each will undertake an independent evaluation of the credit risks of each loan upon the underwriting documentation assembled by Seller.

6.3. Hold Harmless. Each Party shall indemnify and hold harmless the other Parties for any direct (but not consequential) losses sustained (including reasonable costs and attorneys fees) as a direct and proximate result of a Party's intentional or negligent failure to discharge its duties or honor its warranties in this Agreement.

6.4. Dispute Resolution. In the event the Parties have a dispute under this Agreement that cannot be amicably resolved, the Parties agree to submit the dispute upon the written demand of either Party, to the American Arbitration Association in its office closest to Seller's main office for resolution in accordance with their procedures. The arbitrator or panel of arbitrators shall order reasonable discovery. The costs of arbitration and reasonable counsel fees will be borne by the Party determined by the arbitrator to be the non-prevailing Party. If the arbitrator does not make a finding as to whether a Party is to be considered a prevailing Party, the costs of arbitration shall be shared equally by the Parties and each Party shall bear its own counsel fees. The Parties agree to be bound by the decision of the arbitrator.

6.5. Effect of Article and Section Headings. The Article and Section headings herein are for convenience only and shall not affect the construction of this Agreement.

6.6. Document Contains Entire Agreement. This document, which includes the Credit Union Flexible Loan Participation Agreement, Loan Participation Certificate and these Terms and Conditions, contains the entire agreement between the Parties hereto and cannot be modified in any respect except by an agreement in writing signed by all Parties. All Participants on a loan must agree in writing to a modification before a modification becomes effective in the administration of the loan in question. The invalidity of any portion of this Agreement will in no way affect the balance thereof. This Agreement will remain in effect until the loans sold hereunder liquidated completely.
