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DRAW REQUISITIONS

INSTRUCTIONS FOR PAYMENT REQUESTS

I.
Introduction

These instructions specify the procedures and requirements applicable to the processing of monthly draw payments for CDA loans and grants.  Submission of a complete and accurate draw package in accordance with these instructions will expedite processing and ensure timely approval and payment of a draw.  In addition to specifying the information that must be submitted for us to consider a draw complete, we have included a list of suggestions to avoid common errors that slow processing.  

Construction draw processing is part of the construction loan administration processing stage.  This stage begins with the initial loan closing and continues through cost certification and final closing.  CDA administers construction loans with the following goals in mind.

· Ensure that the loans, as well as all other project sources are distributed in accordance with the loan documents, the approved budget and the intent of the loan underwriting.

· Ensure that the project sources and uses are kept in balance so that at all times sufficient funds remain to complete the construction and rent-up of the project.

· Provide for the timely and efficient disbursement of loan funds.

· Ensure the efficient review and approval of change orders and budget changes when necessary.


CDA is committed to the timely processing of your draw requests.  We will review each submitted draw request for completion and accuracy.  You will be contacted concerning incomplete packages and processing will not begin until the submitted request is complete.  Complete draw requests will be processed within 10 days (15 for initial closing draw) of receipt.


  We will be happy to meet with you and your staff to review the draw procedures in person and recommend such a meeting be held at the time the commitment is issued.  When CDA issues a commitment for a project, we will schedule a meeting to review the draw process procedures with your development team.  We strongly encourage you to bring to this meeting any person involved in putting your draw requests together for submission to CDA. 

Please do not hesitate to contact us with any questions.  You may contact Pam Wills, Finance Manager at 410-514-7454 or via e-mail at wills@mdhousing.org, or Monica Wilson, Finance Manager at 410-514-7482 or via e-mail at wilsonm@mdhousing.org.  Thank you in advance for your cooperation and assistance.  We look forward to working with you. 

II. Draw Requirements

A. Documents and Forms

1. A complete draw request will include the forms listed below.  Please see Section IV. Forms – Instruction for Use for detailed instructions on how to use and complete each form.

i. Mortgagor's Draw Requisition (CDA Form "406") (Attachment B)

ii. Coversheet for Support Documentation (detail by budget line item)    (Attachment C).

iii. Invoices and other support documentation (attached to each detail coversheet).

iv. Contractor's Application for Payment (AIA Form G702) (Attachment D)

v.          The Continuation Sheet (AIA Form G703) (Attachment E)

vi. Projected Draw Schedule (Attachment G)

vii. If applicable, the approved Change Order (AIA Form G701)  (Attachment F)
viii. If applicable, the approved Soft Cost Change Order Request (CDA Form 407)(Attachment A)

ix. If applicable, the Electronic Funds Transfer Request Authorization  (Attachment H)

x. If applicable, lien waivers required by CDA

2. Draw requests for some loans (i.e., FHA-Insured loans, etc.) may require the submission of forms in addition to those listed above.  If this is the case with your particular loan, CDA will provide this information to you at the time the commitment is issued.

B. Policies and Procedures – All Draws 

1. Processing timeframe. After initial closing, each subsequent draw request shall be submitted at least ten working days prior to the anticipated payment. Changes to all or any part of the draw submission will re-start the ten-day processing timeframe.  Please make sure your budget is accurate and comprehensive before submitting a draw requisition.

1. Draws for other funding sources. For all projects using State financing, CDA reserves the right to approve all draws for all funding sources.  Every effort will be made by CDA to ensure that the loan remains in balance.  At no time will the funding sources exceed the amounts approved for payment by CDA.  Periodically during the construction period, CDA will confirm the outstanding loan balances with the other lending entities. Should it be determined that the sources exceed the amounts approved for payment, CDA will adjust their funding until the other lenders put the loan back in balance. 
1. Construction Change Orders.  Only construction change orders approved by the CDA Construction staff assigned to the project will be paid as part of a draw.  Do not include a change order with a draw request until after it is approved.  The change order (AIA Form G701) must have the approvals of the architect, contractor and owner before being submitted for the assigned CDA Construction Administrator’s approval. If a change order is submitted for payment prior to its approval by the Construction Administrator, the full value of the unapproved change order will be deleted from payment consideration. Change Order forms can be obtained from the architect or the CDA Construction Loan Manager (field inspector). 

4. Soft Cost Change Orders. Soft cost overruns may occur during construction.  To document the overrun and request the transfer of soft cost contingency to the appropriate line item, the Borrower must file a CDA Form 407.  Submit the completed and signed Form 407 to Pam Ward, HDP Finance Manager. A decision on the request will be made within 15 working days.  Only approved soft cost change orders will be considered for payment as part of a draw request.  On occasion, CDA may defer approval of the soft cost change order until cost certification. When the Form 407 is approved you will receive a copy to include on your next draw request.  Unapproved change orders are not to be included on the draw request.
5. Using savings to cover soft cost shortfalls.   Documented savings from soft cost line items may be used to fund soft cost shortfalls in other line items with the prior approval of CDA.  Use CDA Form 407 to request approval. The form must include the reason for the savings and an explanation for the overruns.  Submit the completed and signed Form 407 to Pam Wills or Monica Wilson, HDP Finance Manager.  Decisions on the request will be made within 15 working days.  Only approved soft cost change orders will be considered for payment as part of a draw request.  Please note the hard cost contingency may not be used to fund soft costs.

6. Stored Materials.  A draw requisition that includes payment for stored materials must include invoices for the materials and a certificate of insurance if the materials are stored off-site.

7. Builder’s Fees.  CDA will approve the calculation of the builders’ overhead, builders’ profit and the general requirements based on the percentage of completion.   The builders’ fees are calculated by dividing the total construction contract (net of fee) into the work-in-place.
C. Additional Policies and Procedures – Draws for Initial Closing (Initial Draws)

1. Processing Timeframe.  A minimum of 15 working days is required to process an initial draw.  No exceptions to this timeframe will be permitted. A loan may not go to initial closing without an approved initial draw. 

2. Approved Development Budget. A development budget is considered approved when the assigned CDA Team Leader and Construction Administrator have signed off on it. An approved development budget must be included with an initial draw request. 

3. Changes to an Approved Development Budget during Initial Draw Processing. CDA will not permit any changes to an approved development budget within the 15 day processing timeframe for initial draws.  If the approved development budget included with the initial draw request needs to be adjusted or revised, the initial closing will be delayed to ensure 15 working days for processing the draw based on an approved revised development budget.  If a change in the initial closing date is not feasible, the loan will be closed using the originally approved development budget.  Budget changes will then be processed using a soft cost change order (see 4 below). 

4. Soft Cost Change Orders. Form 407 “Soft Cost Change Order” (Attachment A) can be submitted post-closing to effect the needed changes to the original approved development budget.  Soft cost change orders that increase the total soft cost budget are not permitted.  The Form must be submitted for approval following initial closing and prior to submission of the second draw request.  If the underwriter assigned to the project approves the Soft Cost Change Order, the second draw must reflect the budget changes and include revised copies of the CDA Form 406 (Attachment B) and all other supplemental forms. No changes can be made to the development budget until the Form 407 is approved by CDA.  Please allow 15 working days for the soft cost change order to be processed.

5. Draw Schedule. A draw schedule must accompany the initial draw request.  The purpose of the draw schedule is to allow the person(s) approving the draw to properly approve the disbursements from the available funding sources.  The draw schedule will include the approved development budget and indicate how those funds are to be disbursed throughout the construction period.  We have enclosed a sample draw schedule (Attachment G) for your use.  You may use your own draw schedule form provided it is comparable in scope and detail to the CDA draw schedule.

6. Disbursement Instructions. Disbursement Instructions must accompany the initial draw request.  We have made arrangements with our finance office to have disbursements made through an ACH (Automatic Clearing House) deposit.  An ACH deposit is similar to a wire transfer and the funds are made available to your account the day following authorization.  Should you choose this method of payment, please fill out the attached “Electronic Funds Transfer Request Authorization” (Attachment H) and mail to Pam Wills or Monica Wilson at least 4 weeks prior to closing. If you would prefer to have us mail you a check, please provide us with the mailing address and your Federal Express (or similar overnight delivery) account number.  We can not use the U.S. Postal Service when mailing checks.

III.
Submission of a Draw Request to CDA

When your draw request is complete and all support documentation is attached, please bind it together in an orderly fashion.  We strongly recommend that the payment request package ("the draw") be delivered by a courier service or hand-delivered to the attention of:

Pamela Wills, HDP Finance Manager

Or

Monica Wilson, HDP Finance Manager

Department of Housing and Community Development

Community Development Administration
100 Community Place

Fourth Floor

Crownsville, MD  21401

The ten (15 for initial) working days needed to process a draw will begin when CDA receives the draw package at 100 Community Place.  Please do not have the CDA field inspectors deliver the draw package. 

IV.
Forms – Instructions for Use 

Attachment A:
Soft Cost Change Order Request - CDA Form “407” 

1. This form is used ONLY to change the approved development budget for non-construction categories.  It may not change the final mortgage amount but may realign approved non-construction budget costs among line items.

2. Provide the borrower’s name, the project’s name and loan number, and the date of the request and the number of the request.  Use a sequential numbering system separate from that of the hard cost change orders.  Please allow 15 working days for the soft cost change order to be processed.

3. The form must be signed by the borrower and submitted to the Finance Manager, Pam Wills or Monica Wilson.  The Construction Finance Manager will obtain the necessary approvals from the loan underwriter and return a copy of the approved form to you.

4. The total of the “Transfers From” column on the form must equal the total of the “Transfer To” column.

5. If savings in a line item are to be used to fund a cost increase in another line item, a justification must be provided for the line item changes.  You need only justify the increased cost if drawing from the soft cost contingency. Please provide a clear explanation for the changes.

Attachment B:
 The Mortgagor's Draw Requisition - CDA Form "406" 

1. The 406 must accompany each draw request.  It will record the current approved development budget, budget adjustments from soft cost change orders, revised budget, previous approvals from last draw, the current costs being requested, the completed to date balance and the percentage completed by line item.  This is to be completed for both the uses and sources sections of the draw request.

2. Provide project name, loan number, requisition number, borrower’s name, amount of development budget, and amount of draw request in the upper section of this form.

3. Column A lists the approved development budget.  Copy the approved development budget into Column A.  The development budget recorded on this document must be identical, line by line, to the approved development budget at the time of initial closing.  This development budget is commonly referred to as the "202" budget because it is recorded on CDA Form 202. The development budget is to be totaled and the funding sources are to be totaled.  The total budget must equal the total funding sources.  A request for payment is not complete and will not be processed for approval if  Column A of the Form 406 does not agree with the Form 202.

4. Column B will only be used to revise the development budget through the soft cost change order process.  The increase and decrease are to be recorded on the appropriate line items.  Please note that the net effect to the total development cost will be zero.  The sources section will not be affected.

5. Column C is the summation of Column A and Column B and equals the Revised Development Budget.

6. Column D will represent the amounts approved to date on the previous draw.  This column will be blank on an initial draw but must be completed for all subsequent draws.  Only previously approved amounts are to be entered in this column.  Both sources (funds) and uses (costs) are to be included in this column.  If the amounts in this column do not agree with the previously approved requisition(s), the draw is not complete and will not be processed until the column entries are corrected.

7. Column E lists the costs being submitted for payment in the current requisition.    The costs listed for each line item in Column E must be supported by documentation, including invoices, AIA G702/703 forms, or similar support documentation.  The support documentation must be indexed and attached to a Coversheet for Support Documentation (Attachment C). A separate Attachment C is required for each line item. 

8. Column F shows the costs completed to date and is the sum of Column D and E.  The approved costs must always equal the total sources disbursed.

9. Column G shows  the percentage of the project complete to date and is completed by dividing column "F" by column "C" for each line item.

10. Column H is for CDA's use only.  This column will be used to note the amounts approved by CDA for the particular line item.  Do not enter any data into Column H.  

11. The 406 must be signed and dated by the owner or the owner's representa​tive. We will not accept a separate signature page. A signed 406 may be submitted by facsimile or electronically with the Department’s advance approval. 


Attachment C – Coversheet for Support Documentation

1. Attachment C is used to index the support documentation required to justify the costs identified for payment on the 406 (Attachment A).

2. A separate Attachment C is required for each line item on the 406. 

3. The cover sheet will itemize, by vendor, all costs of the line item that have been paid to date.

4. The total paid to date on each Attachment C must reconcile with the total for the corresponding line item recorded in Column D of the 406.  

Attachment D   - Contractor’s Application for Payment AIA Form G702 

1. The AIA G702 (Attachment D) must include the  name and address of the owner, contractor, project,  and architect, as well as the application number, period covered, project number and contract date.

2. The AIA G702 must be signed and dated by the contractor and notarized.

3. The architect must sign and date the AIA G702.

4. It is essential that the AIA G702/703 match the approved CDA Form 212/215.  If the amounts differ from the approved budget as evidenced by the 212/215, the request for payment will be returned to the borrower.

5. The invoice for the bond premium must be included with the AIA G702/G703.  Approval of this cost will be denied until CDA receives the invoice.

6. The approved construction contract amount is to be entered on line 1 of the AIA G702.  The total of all change orders approved by CDA is to be entered on line 2 of the form.  Line 3 is the total of the original contract plus all approved change orders.

7. Line 4 is  the total completed-to-date from column G of the AIA G703.

8. Retainage (line 5) is to be calculated by multiplying 10% of line 4.

9. Line 6 is  all work-in-place less retention (line 4 minus line 5).

10. Line 7 lists all previous work approved for payment from the previous application (line 6 from the previously approved AIA G702).

11. Line 8 represents the amount to be approved for payment on the current requisition. (line 6 minus Line 7).

12. Line 9 represents the amount of work to be completed on the contract (line 3 minus line 6).

13. Do not add unapproved change orders to the construction contract amount (AIA G702 and G703).

Attachment E – Continuation Sheet AIA Form G703

1. The AIA G703 (Attachment E) must include the  name and address of the owner, contractor, project,  and architect, as well as the application number, period covered, project number and contract date.

2. Columns A, B and C of the AIA G703 are to be copied from the approved CDA form 212 (approved construction budget).

3. Column D of the AIA G703 is carried forward from the work-in-place on the previously approved AIA G703.

4. Column E represents the current work-in-place or the amount of work completed for this period.

5. Column F is used to account and approve for payment  materials that are not in place but have been delivered to the site or are  being warehoused. Invoice copies for all stored materials must be attached to the contractor’s requisition (AIA G702/G703).  If materials are stored off-site, a certificate of insurance must accompany the invoices.  The invoices are to be totaled and must equal the amount requisitioned on the AIA G703.

6. Column G is the total of columns D, E and F.

7. The non-lettered column between G and H represents the percentage of completion.  This is computed by dividing Column F by Column C.

8. Column H represents the work that is not in place.  This is computed by subtracting Column G from Column C.

9. Column I represents the amount of retainage to be held for each line item.  This is computed by multiplying Column G by 10%.

10. CDA will approve calculation of builders’ overhead, builders’ profit and the general requirements on the AIA G703 based on the percentage of completion.  It will be necessary to provide a subtotal line before computing these costs.  The builders’ fees are calculated by dividing the total construction contract (net of fee) into the work-in-place.  That percentage times the budgeted fee is the total amount of the fee that we will approve for payment. The difference between last period’s fee and the current fee calculation is the amount to include as work-in-place.

11. Use a separate AIA G703 when requesting payment approval for change orders.  A grand total is to be added at the bottom of this page to include all work in place.

12. Work-in-place (net of retainage) for this period is to be entered onto the construction line item of the CDA FORM 406.  Current change orders (net of retainage) are to be entered on the hard cost contingency line item of the CDA FORM 406. 
Attachment F   Construction Change Orders  - AIA Form G701

Construction Change Orders (AIA G701) may only be included on the draw after all CDA approvals, including the approval of the Construction Administrator assigned to the project, are obtained. Submit the change order for the CDA Construction Administrator’s approval after obtaining the approvals of the architect, contractor and owner. You will receive a copy of the approved change order (face sheet only). Do not include unapproved change orders in a requisition.  Failure to document that the change order is approved will result in the full value of the change order being deleted from payment consideration.  Please complete all the information that is requested on this form.




Do not include change orders on the construction contract line; they are to be drawn from the hard contingency line only!
Attachment G - CDA Approved Draw Schedule 

1. The purpose of the draw schedule is to account for the type of funds that will be used to pay for each of the line items in the development budget.

2. If an Intercreditor Agreement exists, the projections on the draw schedule must comply with this document.

3. The Uses and Sources on the projected draw schedule must match the CDA Approved Development Budget.

4. The underwriter assigned to the loan must approve the projected draw schedule prior to the initial loan closing.

5. Since weather and other conditions affect construction progress, a draw schedule may need to be revised.  A revised draw schedule must be prepared if the schedule varies by more than 10% from its original estimates.   Any changes in equity contribution or any other funding sources will also warrant a revised draw schedule.  If a draw schedule becomes outdated, CDA may discontinue draw approval.

6. Each months cost projections will represented as a column on the spreadsheet through the final closing stage.

7. All assumptions used when preparing the amounts are to be documented on this form.

8. We have provided a sample draw schedule on disc (formatted in Excel) for your convenience.

V.
Common Mistakes Made For Draw Requests

· Missing invoices and/or proper support documentation

· Invoices lacking sufficient information (i.e., type of work performed, periods covered etc.)

· Charging previous balances or accounts receivable balances - CDA will only approve "invoiced amounts"

· Not properly carrying forward approved work-in-place on the "406"

· Development budget/sources on "406" not agreeing with the approved development budget

· Support documentation not properly organized or identified on the "406"

· Payment request and attachments not signed

· Request for soft/hard costs not pre-approved

· Failure to use the Coversheet for Support Documentation (Attachment C)

· Lack of coordination between multiple lenders
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