EXHIBIT “A” TO LENDER MEMORANDUM OF UNDERSTANDING
THE ROAD HOME
BEST PRACTICE GUIDELINES FOR DISBURSEMENT ACCOUNTS
The primary mortgage Servicer will use commercially reasonable efforts to administer disbursement accounts in accordance with standard industry practices, which include the insurance disbursement requirements of Freddie Mac, Fannie Mae, [FHA or VA] and the guidelines provided below:

1.  Grant Funds
Servicers will utilize the following guidelines in administering the Grant funds and servicing loans associated with Louisiana’s The Road Home program.

1.1
Use of Grant Funds.  Servicers will not use these funds to bring loans current.  Rather, Servicers will use standard loss mitigation techniques (loan modifications, repayment plans, etc.) to address past due payments.  If the Homeowner has elected to retain his/her property, Servicers will not pay down the debt with Grant funds without prior approval from the State of Louisiana, Division of Administration’s Office of Community Development (OCD) or its representative. 

1.2
Interest.  A minimum of a passbook savings interest rate will be paid on behalf of the Homeowner on Grant funds held in a disbursement account for more than 30 days.  Servicers will follow Freddie Mac or Fannie Mae guidelines or Louisiana state law related to interest on insurance proceeds in the payment of interest on undisbursed Grant funds.
1.3
Insured Accounts.  Servicers will maintain disbursement funds in a federally insured institution of their choosing.  The account may be in an institution not located in Louisiana.

1.4 Fees.  Servicers agree to waive their normal fees, other than fees charged by the state for recordation, including, but not limited to, fees for:

a. Subordination to the covenant.

b. Issuance of a payoff quote associated with the Grant funds.

c. Prepayment penalty on loans paid off in whole or in part with Grant funds, unless required by the investor who owns the loan. 

d. Progress inspections performed by the Servicer or Servicer’s vendor.

Servicers will not pay the cost of the title search; recordation of the covenant, subordinations, certificates of final disbursement and other required documents; or any fees for the closing.  Fees for recording lien releases or subordinations from those other than primary mortgage holders will be paid for from the Grant proceeds at closing, or otherwise by the Homeowner. 
Servicers will not be required to perform the Grant closings other than to forward subordination agreements, disbursement agreements, wiring or other deposit instructions, and pay-off statements to the closing agent.

2.  DISBURSEMENTS

2.1
Process.  Disbursements typically will occur as follows: 

a. 
1st disbursement: 10% of the total Grant, or $7,500, whichever is less, but not less than $2,500 will be disbursed upon execution of a contract for repairs to cover initial cost of materials and labor needed to repair damages to the home.

b. 2nd disbursement: Grant funds in the amount of up to 1/3 of the funds necessary to rebuild upon completion of at least 1/3 of the necessary repairs as confirmed by an inspection performed by the Servicer or a third party inspector on behalf of the Servicer.
c. 3rd disbursement:  Grant funds in the amount of up to 1/3 of the funds necessary to rebuild upon completion of at least 2/3 of the necessary repairs as confirmed by an inspection performed by the Servicer or a third party inspector on behalf of the Servicer. 
d.
Final disbursement:  All remaining Grant proceeds will be released upon completion of work as confirmed by final Servicer inspection and the Homeowner or contractor submitting to the Servicer the documents required in Section 3 related to final disbursements.

e.
Disbursements may be payable to the Homeowner and contractor jointly.
2.2
Timing of disbursements.  Servicers will use commercially reasonable efforts to disburse an amount of Grant proceeds commensurate with the percentage of work completed within 14 business days after receiving a request for inspection by the contractor and/or Homeowner and receiving all required documents.

2.3
Disbursement for work previously completed. 
a.
Homeowners who have partially completed repairs and have not already been reimbursed for the same work from insurance proceeds or grant/disaster relief funds from any public or private entity, for which the Servicer has knowledge, will receive reimbursement of those amounts, in addition to the amount otherwise included in the 1st disbursement.  Homeowner must forward to the Servicer a description of the work done, together with copies of receipts indicating payment for the work and materials, or other satisfactory evidence that the work has been performed, such as a state of Louisiana provided adjuster’s estimate of repairs completed. 
b.
Homeowners who have completed repairs at the time of the establishment of the disbursement account will receive payment of the funds upon providing to the Servicer the documents in 3.3 below, and, at the Servicer’s discretion, an inspection to confirm completion of work. 
c.
The Servicer may inspect the work completed prior to disbursement or, if available, may rely on the inspection reports provided by The Road Home program. 
2.4
Flexible Process.   Notwithstanding the foregoing, Servicers retain the flexibility to deal with issues on a case-by-case basis to accommodate individual circumstances, specific risks, and applicable law.  For example:

a. Servicers may elect to use more conservative disbursement protocols if one or more Homeowners are acting as their own contractor, are involved in a bankruptcy proceeding, are in breach of their repayment plan or other loss mitigation options or are otherwise in default under the terms of the mortgage documents.

b. For small repair jobs or for properties where the mortgage is current and the property did not suffer a total or near total loss or has been significantly repaired, Servicers may elect to disburse funds more quickly.  

c. Servicers may make more frequent disbursements than provided in Subsection 2.1 depending on the type of repairs and Homeowner/contractor needs.  With the exception of the first disbursement, remaining disbursements will be conditioned on an inspection confirming the percentage of work completed.

3.  Monitoring of Work
Homeowner and Servicer will follow the practices discussed below related to monitoring the repairs to the property:

3.1
Licensed Contractors. Homeowner must use licensed and insured contractors unless exceptions are granted by the Servicer, for example, to allow for a Homeowner to act as his/her own contractor.

3.2
Progress Inspections.  Servicer will monitor the progress and completion of work through periodic inspections as follows:

a.  
Progress inspections are for the purpose of verifying the percentage of work completed according to a scope of work agreement.  Inspections will not evaluate compliance with building codes, construction quality or elevation standards.

b.  
Final inspections are intended to confirm completion of work.

c.   
Inspection reports will include the date of inspection, property address, and an estimate of the percentage of completion of the work. 

3.3
Certificate of Completion.  Servicer will use commercially reasonable efforts to obtain a signed Certificate of Completion/Satisfaction from the Homeowner verifying completion and Homeowner’s acceptance of the work prior to distribution of the final payment.  However, if the Servicer’s inspections indicate that the work is 100% complete, the Servicer may disburse the remaining proceeds to the Homeowner or jointly to the contractor and Homeowner, notwithstanding the Homeowner’s failure to execute the Certificate of Completion/Satisfaction.  

3.4
Lien Waivers and Affidavit of Substantial Completion.  At the Servicer’s discretion, the Homeowner will be required to deliver to the Servicer lien waivers obtained from the contractors, and if the Servicer deems necessary, from subcontractors and material suppliers.  The contactor will be required to execute and record in the parish records an Affidavit of Substantial Completion as a condition to the final disbursement. 

3.5
Certificate of Occupancy.  If required by the local government with jurisdiction over the property, Homeowner must provide a Certificate of Occupancy to Servicer as a condition to the final disbursement unless waived by the Servicer.
3.6
Certificate of Covenant Compliance.  The Homeowner may execute and record in the parish records a Certificate of Covenant Compliance as provided in the Covenants in the event that Homeowner is able comply with the covenant to occupy the dwelling on the Mortgaged Property as Homeowner’s primary residence prior to the final disbursement of Grant funds.
3.7
Certificate of Final Disbursement.  The Homeowner and Servicer will execute and record in the parish records a Certificate of Final Disbursement as provided in the Covenants following the final disbursement.  
3.8
Time for Repairs.  Unless otherwise waived by the Servicer, the Homeowner should complete repairs within 18 months of receipt of Grant funds.  If repairs are not completed within the 18 months, the Servicer will consult with the State of Louisiana’s Office of Community Development or its designee regarding disbursement of the funds. 
3.9
Excess Funds.  Grant funds that exceed the actual cost of repairing or rebuilding the property will be released to the Homeowner after the Servicer deems the repairs and rebuilding completed.

4.  DISBURSEMENT AGREEMENT

Servicer will enter into an agreement with the Homeowner that will document and prescribe the conditions and processes set forth above in Sections 1 through 3 of this Best Practice Guidelines for Disbursement Accounts (the “Disbursement Agreement”).  The Disbursement Agreement will be in form and content similar to that attached hereto as Exhibit “A-1”.

5.  HOMEOWNER ASSISTANCE CENTERS

Homeowner Assistance Centers (HACs) are the front line for generally advising Homeowners about building code requirements, elevation standards, permits and required use of licensed contractors pursuant to current state of Louisiana law.  The State of Louisiana will maintain a list of licensed contractors and a complaint database.  Access to this data will be available at the HACs and online.  

6.  LENDER-STATE BEST PRACTICES GROUP  

The State of Louisiana, Division of Administration’s Office of Community Development will participate in on-going and informal conversations with mortgage lending industry to coordinate disbursement activities, covenant development, market changes or developments, and communications.
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