THE ROAD HOME
LENDER MEMORANDUM OF UNDERSTANDING

This Memorandum of Understanding (“MOU”) is executed as of this __ day of _______, 200__ by and between _____________ (“Servicer”) and the State of Louisiana, Division of Administration, Office of Community Development (“OCD”) to reflect the understanding and agreement of the Servicer and the State with respect to the disbursement of proceeds given to Homeowners (as hereafter defined) under The Road Home grant program (“Program”).
Introductory Provisions

OCD and Servicer acknowledge the following, all of which provisions form an integral part of this MOU, and which shall be binding upon the parties hereto in all respects:
A. OCD is awarding federal grant funds (“Grant Funds”) for the benefit of eligible homeowners in the State of Louisiana who suffered losses from Hurricane Katrina and/or Hurricane Rita (the “Homeowners”).

B. Servicer owns or services mortgage loans (individually a “Mortgage”, and collectively, the “Mortgages”) secured by real property in Louisiana which was damaged or destroyed by Hurricane Katrina and/or Hurricane Rita (the “Mortgaged Property” or “Mortgaged Properties”).

C. With respect to those Homeowners who are approved to receive Grant Funds as compensation for damages, including without limitation damages to the Mortgaged Properties, and pursuant to section 2.7 of the Program Action Plan, OCD desires to work with Servicer to facilitate the disbursement of Grant Funds through standard lending industry “best practices” and through the imposition and enforcement by OCD of certain covenants which will encumber and run with the Mortgaged Properties (“Covenants”)  (a copy of the Covenants is attached hereto as Exhibit “B”).
D. Servicer, pursuant to the terms of the Mortgage documents and as a condition to subordinating its interest to the terms of Covenants, intends to require Grant Funds to be deposited into Disbursement Accounts (as defined in section 2.7 of the Program Action Plan), and disbursed to the Homeowners in a series of progress payments as the repairs to the Mortgaged Properties are completed.

E. OCD requires Servicers electing to use Disbursement Accounts as a condition of subordinating their interests to the Covenants to use commercially reasonable efforts to follow the disbursement guidelines outlined on Exhibit “A” attached hereto (the “Guidelines”), in order to protect the interests of the Homeowner and OCD, and to achieve the goals of OCD and the Program.  The Guidelines are intended to follow standard lending industry “best practices” with respect the disbursement of funds to the Homeowners of properties damaged or destroyed in a natural disaster.
General Agreements

In consideration of the foregoing, and for other good and valuable consideration, the receipt and adequacy of which are acknowledged by the parties hereto, OCD and the Servicer agree as follows:

1. OCD will establish Homeowner Assistance Centers to provide counseling to Homeowners regarding (a) the use of Grant Funds, including without limitation advice regarding the repair and restoration of the Homeowners’ damaged residence, or relocation to a new residence in Louisiana; and (b) the procedural aspects of the Grant process, including the Servicer’s role in establishing Disbursement Accounts, where the Homeowners’ damaged residence is a Mortgaged Property.

2. OCD has engaged ICF Emergency Management Services, LLC (“ICF”) to manage the Program.  ICF has engaged First American Title Insurance Company of Louisiana (“Closing Agent”) to act as closing agent, to coordinate the execution and delivery by the Homeowner of documents required by OCD as a condition to receipt of the Grant Funds and by Servicers as a condition to the establishment of Disbursement Accounts, and to secure the recordation of the Covenants and the Servicer’s subordination agreement.

3. If the Homeowner decides not to repair, restore or rebuild his/her Mortgaged Property, or if repair, rebuilding and restoration is determined by the Homeowner not to be economically feasible (such decisions to be made by the Homeowner, and not OCD or the Servicer), the Grant Funds may only be applied to the Mortgage balance by the Servicer with the required written approval of OCD.
4. The amount of Grant Funds available to a Homeowner will be reduced by certain funds received by the Homeowner and encumbrances affecting the Mortgaged Property (i.e., insurance proceeds, FEMA grants and proceeds, traditional hazard mitigation grant program proceeds from state and/or local governmental agencies, flood insurance proceeds, flood mitigation assistance, Grant program deductions, SBA loans, federal or state liens, local real property tax arrearages and certain recording fees) (the “Deductions”).  If the Homeowner elects to repair, rebuild and restore his/her Mortgaged Property, the balance of the Grant Funds after taking such Deductions will be disbursed by Closing Agent to the Servicer and Homeowner(s) jointly for the Homeowner(s)’ benefit, for deposit into the Disbursement Accounts.

5. In consideration for the execution of this MOU, Servicer agrees to execute and deliver to (a) the Closing Agent, the Subordination in the form attached hereto as Exhibit “C”, with respect to the Mortgaged Property; and (b) the proper local recording authority for the property encumbered by the Mortgage, the Certificate of Final Disbursement in the form attached hereto as Exhibit “D” following final disbursement of the Grant Funds from the Disbursement Account.
6. Servicer will administer the Grant Funds in accordance with the Guidelines.  Servicer shall be the custodian of such funds in accordance with the Guidelines.  In the event that Homeowner does not expend Grant Funds (excluding excess funds as described in Clause 3.9 of the Guidelines) in the disbursement account, Servicer agrees to remit such funds to OCD immediately upon OCD’s written request.
7. State acknowledges that due to the individual circumstances and disaster recovery plans of particular Homeowners, Servicer may not be able to strictly follow the Guidelines in the disbursement of Grant Funds from the Disbursement Accounts.  In such instances, Servicer agrees to act in a reasonable and prudent manner and consistent with standard lending practices for disbursing insurance proceeds, provided, however, the Grant Funds may not be applied against the Mortgage balance without the prior written consent of OCD.
8. Servicer shall retain all rights to transfer their servicing assets associated with loans secured by the Mortgaged Property for which Disbursement Accounts are established.  If the assignee or transferee of the Servicer cannot accept the Grant Funds and to be bound by this Memorandum and the Guidelines, the Service shall return the undisbursed Grant Funds to OCD, with the written direction of OCD.
9.
Servicer may terminate its agreement with the Homeowner to manage and administer his/her Disbursement Account with or without cause upon 30 days prior written notice to the Homeowner and OCD using first class certified mail, return receipt requested, to the addresses of such parties on file with the Servicer.  Notice will deemed to have been given by Servicer when deposited in the U.S. Mail in accordance with the provisions set forth in this Section 9.
10.
When multiple sources of funds exist for the purpose of repairing or rebuilding the Mortgaged Property, the Servicer shall give insurance proceeds priority over Grant Funds in distribution to the Homeowner and his/her contractor for such repairs to the Mortgaged Property, or for reimbursement to the Homeowner for repairs to the Mortgaged Property that have already been completed.
11.
Servicers will use commercially reasonable efforts to follow the provisions of this MOU and the Guidelines when disbursing Grant Funds.  If Servicer determines that it will be unable to administer and disburse the Grant Funds in material compliance with the provisions of this MOU and the Guidelines, Servicer shall contact OCD, and at the written direction of OCD, shall (i) pay the balance of the Grant Funds in the Disbursement Account back to OCD for disbursement to the Homeowner in accordance with the Program requirements; or (ii) pay the balance of the Grant Funds in the Disbursement Accounts back to the Homeowner.  Servicers, insurers, guarantors and investors, including government sponsored entities, and their successors and assigns will have no liability or responsibility to the Homeowner or OCD for any failure to rebuild, repair, complete, protect or insure the Mortgaged Property, or for any failure to build or repair the Mortgaged Property to any applicable building code or standard of quality or elevation requirements. Servicers, insurers, guarantors and investors and their successors and assigns are not liable for any costs of labor performed or materials supplied for repairing or rebuilding the Mortgaged Property.  Furthermore, Servicers, insurers, guarantors and investors and their successors and assigns are not liable for any waste or fraud by the Homeowner or Homeowner’s contractor should he/she use any disbursed Grant Funds for purposes other than those stipulated by the Program, except for Servicer’s gross negligence or willful misconduct.

12. This MOU is between Servicer and OCD and no other person or entity is intended to be or shall be construed to be a third party beneficiary of this MOU.

13. This MOU will be governed and construed in accordance with the laws of the State of Louisiana.

14. Time is of the essence.  This MOU shall be binding upon and inure to the benefit of the parties hereto and their successors and assigns.  This MOU may be executed in any number of counterparts, each of which when fully assembled shall constitute an original of this MOU.  This MOU may not be modified or amended without the prior written consent of OCD and the Servicer.  In the event any provision of this MOU is deemed to be unenforceable under applicable law, the remaining provisions shall remain in full force and effect, and the unenforceable provision will be modified to the extent possible to conform to applicable laws.

Executed as of the date first written above.

STATE OF LOUISIANA

DIVISION OF ADMINISTRATION

OFFICE OF COMMUNITY DEVELOPMENT

______________________________________

Print Name: ______________________________

Title: ____________________________

SERVICER:
______________________________________

Print Name: ___________________________

Title: _________________________________
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