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CONSTRUCTION LOAN DISBURSEMENTS
All construction loan draw requests receive the complete review of the following items; however, because each project has individual needs, this review is not necessarily limited to these items:

1. Verification of Clear Title
First Housing will accept (and fund) on a verbal or facsimile title clearance report from the title company.  A verbal title report generally requires two to three days to receive.  We require our receipt of the written endorsement, with copies of any and all recorded documents, within five business days from the verbal report.

2. Verification of Soft Costs/Budget Adequacy
First Housing requires copies of invoices and receipts for all soft costs being drawn.  The overall soft cost budget is reviewed to verify accuracy of previously drawn amounts and to ensure no unapproved budget reallocations or revisions have been made.  Additionally, each soft cost line item is examined to ensure sufficiency of funds remaining vs. the remaining scheduled soft cost expenses.

3. Verification of Hard Costs/Retainage
This includes the review of the required AIA documents G702 and G703.  First Housing also receives (and relies upon) a verbal inspection report from its consulting engineer.  The consulting engineer approves the contractor=s requisition for payment to include verification of the total complete and stored to date, total retainage to be held, remaining contract amount, opinion concerning the sufficiency of the contract and funds for construction, as well as the current payment due (or work in place).  To accomplish this, the consulting engineer makes a monthly site inspection of the project, meeting with project representatives, to review the work in place for both quantity and quality, the pace of construction vs. the submitted construction schedule and the anticipated completion date, and the overall condition of the site during construction.

If, upon review of the consulting engineer=s written inspection report, any items remain outstanding (i.e. test results, foundation survey, lien waivers, etc.) or require special or immediate attention, these items are communicated to the Developer (Borrower) for response.  Follow-up with the consulting engineer ensures a response has been made and items have been satisfied.

4. Review of Lien Waivers
Prior to the disbursement of the current request for payment, First Housing requires lien waivers from the general contractor and all subcontractors in the total amount of the last hard cost advance.

5. Review/Approval of Change Orders
In accordance with the loan documents, prior review and approval of change orders is required.  If the change order is an increase to the contract, consideration is given to the adequacy of the budget to accommodate the change order, or whether owner equity is required prior to approval of the change order.  A copy of the proposed change order should also be furnished to the consulting engineer.

6. Approval of Final Hard Cost Advance/Release of Retainage
In accordance with the loan documents, First Housing ensures all required documentation relating to the final hard cost advance and/or release of retainage is received prior to the release of the funds.  These documents generally include, but are not limited to, final certificates of occupancy, Borrower=s statement of total construction costs, the general contractor=s final release and waiver of lien and AIA G706, a fully executed Certificate of Substantial Completion (AIA G704), final and unconditional lien waivers from all subcontractors and materialmen, a current, certified as-built survey, current endorsement to the title policy and a complete set of as-built plans and specifications.


This information is given for reference only and in no way limits or binds First Housing


with respect to the review and funding of construction draws.
