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~ Addendum to Service Agreement ~

1. FirstClose, a service of First Lenders Data, Inc., (collectively referred to hereinafter as FirstClose) protects the Customer, Transferee, or Assignee “Customer” against an Actual Financial Loss if the Warranted AVM value is ultimately determined to be in excess of the accepted variance of the actual value of the collateral; and “Customer” realizes an Actual Financial Loss through default, foreclosure, or an Eligible Loan being rejected by the Secondary Market (as described more fully herein) as a direct result of FirstClose failing to provide the Professional Services outlined in this Agreement.

The covered loan may be transferred or sold without notice to FirstClose.

2. Eligible Loan Guidelines:

Transactions qualifying for the Warranted AVM must have the following

characteristics:

· Available on First Mortgage Purchase Loans, Second (or other lien

positions) Mortgage Loans, Home Equity Lines of Credit and Refinance

· Mortgage Loans.

· Maximum Loan Value not to exceed $1,000,000.

· Minimum Primary Borrower FICO credit score of 600.

· Loan to Value Limits:

· Maximum LTV for 1st Liens not to exceed 100%.

· Maximum Combined LTV not to exceed 100%.

· Loan to Value must be calculated using the maximum credit line available.

· No Minimum Confidence score for the AVM

· Eligible property types :

· Residential properties of 4 units or less.

· Primary residences and second homes.

· Condominiums
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· Ineligible property types:

· Non-warrantable Manufactured Housing.

· Commercial properties.

· Properties located outside of the United States, its territories or possessions.

3. Conditions Precedent to Submission of an Eligible Claim for Damages.

· “Customer” must have an interest in the secured property by virtue of a mortgage agreement; and

· The mortgage agreement is an Eligible Loan (as outlined in Section 2 herein) that was submitted for a Warranted AVM valuation report; and

· “Customer” has foreclosed on the secured property, or

· “Customer” has exhausted all efforts to collect any portion of the outstanding mortgage balance owed by the mortgagor on the secured property. “Customer” will have exhausted all efforts to collect any portion of the outstanding balance owed by a mortgagor when:

· The Eligible Loan is in default;

· “Customer” has made every reasonable attempt to collect, workout, or mitigate the deficiency in a fashion consistent with their collection and loss mitigation practices and procedures;

· “Customer” has presented a formal written determination, that the Eligible Loan is ‘commercially uneconomical’ to foreclose upon; and 
· “Customer” has charged-off the Eligible Loan.

Or

· The “Customer” has had a Loan rejected by the Secondary Market directly due to an inaccurate Warranted AVM.

· The loss occurs within 7 years of the subject valuation.

· Fraud by the party submitting the claim for damages voids coverage for the subject warranted AVM.
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4. Professional Liability Insurance Commitment

FirstClose commits to secure and hold in place Professional Liability Errors & Omissions coverage for a period equal to 7 years of the subject valuation.

5. Reimbursement of Actual Financial Loss

As part of the Professional Services rendered FirstClose shall ensure that the Warranted AVM report is compliant in that the automated valuation should be as of the effective date of the original valuation.  Should the Warranted AVM report not so comply, FirstClose will reimburse “Customer”, the lesser of:

a) The difference between the automated valuation amount and the amount subsequently established by a retrospective appraisal as described herein, plus all reasonable expenses, or

b) “Actual Financial Loss”, or

c) $100,000

Actual Financial Loss in the event of a Foreclosure Proceeding, or exhausted all efforts to collect the outstanding balance of the loan, may include but is not limited to:

a) The mortgagor’s unpaid principal balance,

b) Accrued and unpaid interest,

c) Late charges incurred because of delinquency in payment,

d) Outstanding escrow advances, if any,

e) Attorneys’ fees and costs incurred during foreclosure,

f) The prepayment penalty, if any,

g) Cost of eviction,

h) Selling commissions,

i) Utilities
Less:

a) The amount subsequently collected as a result of final resale of the secured property,

b) Unearned interest and insurance premiums;

c) Payments more than one hundred twenty (120) days delinquent;

d) Proceeds received by the mortgagee from any credit life, accident and health, involuntary unemployment or hazard insurance serving to reduce the mortgagor’s unpaid debt; and

e) Any other amounts subsequently collected from the mortgagor and applied toward the repayment of the Eligible Loan.
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Actual Financial Loss in the event the “Customer” has a Loan rejected by the

Secondary Market due to an inaccurate Warranted AVM provided by FirstClose is defined as:

a) The monetary loss incurred by the Customer when the Customer sells the Loan to the Secondary Market at a discounted value.

6. Process for Submitting an Eligible Claim for Damages

“Customer” or Customer’s duly authorized representative shall:

a) Notify FirstClose or the Insurance carrier of a claim within sixty (60) days of the date of foreclosure, (or in the event foreclosure is not enforced or claim is being asserted due to a Loan being rejected by the Secondary Market within sixty (60) days of when the conditions outlined in Section 3 d) or e) have been met);

b) Provide proof of loss within ninety (90) days of the date of loss;

In the event of a Foreclosure Proceeding the proof of loss shall include

the following documents and information:

i. Documents evidencing the secured property has been foreclosed upon or has met all charge off requirements;

ii. Evidence that the applicable fee was paid to FirstClose for supplying the Warranted AVM;

iii. Evidence that the Loan met the Eligible Loan Conditions as outlined in Section 2 herein;

iv. Copies of the applicable mortgage agreement documents detailing the remaining repayment schedule and outstanding balance; 

v. Submit a retrospective appraisal of the secured property performed on Customer’s behalf.

________________________

First Close Acknowledgement
________________________

Customer Acknowledgement

In the event of a default, the proof of loss shall include the following

documents and information:

i. Documents evidencing that all the conditions outlined in Section 3 d) herein have been met;

ii. Evidence that the applicable fee was paid to FirstClose for supplying the Warranted AVM;

iii. Evidence that the Loan met the Eligible Loan Conditions as outlined in Section 2 herein;

iv. Copies of the applicable mortgage agreement documents detailing the remaining repayment schedule and outstanding balance;

v. Submit a retrospective appraisal of the secured property performed on Customers behalf.

In the event of Customer submitting an eligible claim for damages as a

result of a rejected loan by the Secondary Market the proof of loss shall

include the following documents and information:

i. Documents evidencing that the Secondary Market rejected the Loan as a direct result of an inaccurate Warranted AVM supplied by FirstClose;

ii. Valuation Report provided by the Secondary Market;

iii. Evidence that the applicable fee was paid to FirstClose for supplying the Warranted AVM;

iv. Evidence that the Loan met the Eligible Loan Conditions as outlined in Section 2 herein;

v. Documents evidencing that every effort to satisfy the Secondary Market has been exhausted;

vi. Documents evidencing the sale of the rejected Loan to the Secondary market at a discount; and

c) If requested, permit FirstClose or their authorized  representatives to question Customer’s employees under oath, at such times as may be reasonably required, about any matter relating to the Claim for Damages; and

d) Cooperate with FirstClose or their authorized representatives in

investigation and settlement of the Claim for Damages.
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Loss Settlement and Payment:

The Insurance Company shall make payment in respect of the Claim for

Damages, based on the limitations contained in Section 5 of this Agreement,

within thirty (30) days after acceptance of proof of loss.

Should FirstClose dispute the claim or the amount of the claim, FirstClose shall provide reason(s) for the dispute within 30 days.

Should FirstClose dispute the retrospective appraisal, they shall select an

unaffiliated and disinterested professional appraisal firm to perform a second

Retrospective Value Estimate of the secured property. Prior to performing the

Retrospective Value Estimate, FirstClose shall present their selection of

appraisal firm to Customer. Customer shall have the duty within (30) thirty days of either approving the selection or disapproving the selection and presenting an alternative unaffiliated and disinterested professional appraisal firm. If said appraisal firm is not approved by FirstClose a final appraisal firm shall be selected by the two disapproved appraisal firms and that appraisal firm shall have thirty (30) days to perform the Retrospective Value Estimate.

This second Retrospective appraisal shall be binding on both parties.

Payment, if any, must be made within 30 days.
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