INSTRUCTIONS FOR ALTA ENDORSEMENT FORM 20-06
FIRST LOSS PAYABLE

PURPOSE OF ENDORSEMENT 

The ALTA 20-06 First Loss Payable Endorsement can only be used to endorse a Loan Policy, and is available when the Insured Mortgage encumbers more than one tract of land.
Ordinarily, in order to establish a loss under a Loan Policy, the insured mortgagee must foreclose on all of its security.  There are circumstances in which the existence of an encumbrance prior in right to the Insured Mortgage will not result in a loss to the Insured, because the value of the insured property is sufficient to satisfy both the encumbrance for which no exception was taken and the Insured Mortgage.
This endorsement provides that if a lien, defect or encumbrance insured against by the policy results in a loss to the Insured that exceeds 10% of the amount of the policy, the Insured need not foreclose on all of its security in order to recover under the policy for the resulting loss.  The Company retains the right of reimbursement in the event the Insured recovers any amounts through other security.

UNDERWRITING REQUIREMENTS
In order to use this endorsement, there must be one mortgage encumbering more than one parcel.
A member of CATIC's underwriting staff must review and approve this endorsement prior to issuance.
The endorsement is unavailable when a mortgage encumbers properties in a state where the law prohibits foreclosing on fewer than all of the parcels encumbered by the mortgage.  It is also unavailable where the law requires acceleration of the entire debt in the event of a default.

ADDITIONAL PREMIUM

Because of the risks associated with this endorsement, an additional premium is required each time this endorsement is issued.  The additional premium is ten percent (10%) of the regular, gross premium charged.  There is no agent split on this endorsement.  The entire additional premium shall be remitted to CATIC.

Please contact a member of CATIC's underwriting staff if there are questions about the issuance of this endorsement.
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FIRST LOSS – MULTIPLE PARCEL TRANSACTIONS ENDORSEMENT
Attached to and made a part of Policy No.      
This endorsement is effective only if the Collateral includes at least two parcels of real property. 

1.
For the purposes of this endorsement

a.
"Collateral" means all property, including the Land, given as security for the Indebtedness.
b.
"Material Impairment Amount" means the amount by which any matter covered by this policy for which a claim is made diminishes the value of the Collateral below the Indebtedness.  

2.
In the event of a claim resulting from a matter insured against by this policy, the Company agrees to pay that portion of the Material Impairment Amount that does not exceed the limits of liability imposed by Sections 2 and 8 of the Conditions without requiring

a.
maturity of the Indebtedness by acceleration or otherwise,  
b.
pursuit by the Insured of its remedies against the Collateral,
c.
pursuit by the Insured of its remedies under any guaranty, bond or other insurance policy.

3.
Nothing in this endorsement shall impair the Company's right of subrogation.  However, the Company agrees that its right of subrogation shall be subordinate to the rights and remedies of the Insured.  The Company's right of subrogation shall include the right to recover the amount paid to the Insured pursuant to paragraph 2 from any debtor or guarantor of the Indebtedness, after payment or other satisfaction of the remainder of the Indebtedness and other obligations secured by the lien of the Insured Mortgage.  The Company shall have the right to recoup from the Insured Claimant any amount received by it in excess of the Indebtedness up to the amount of the payment under paragraph 2.
This endorsement is issued as part of the policy.  Except as it expressly states, it does not (i) modify any of the terms and provisions of the policy, (ii) modify any prior endorsements, (iii) extend the Date of Policy, or (iv) increase the Amount of Insurance.  To the extent a provision of the policy or a previous endorsement is inconsistent with an express provision of this endorsement, this endorsement controls.  Otherwise, this endorsement is subject to all of the terms and provisions of the policy and of any prior endorsements.  
	[image: image2.png]



	CATIC

By

[image: image3.emf]
JAMES M. CZAPIGA, PRESIDENT


