PROJECT FUND DISBURSEMENT AND EXPENSE LIMITATIONS

[PROJECT NAME]

[PROJECT ADDRESS]

[PROJECT OWNER NAME]

[PROJECT OWNER ADDRESS]

[DATE OF AGREEMENT]

RE: DISBURSEMENT OF PROJECT FUNDS AND LIMITATIONS ON ELIGIBLE PROJECT EXPENSES

THIS PROJECT FUND DISBURSEMENT AND EXPENSE LIMITATIONS form (this "Form") is entered into as of [DATE OF AGREEMENT] by and between [PROJECT OWNER NAME] ("Owner"), whose address is [PROJECT OWNER ADDRESS], and [LENDER NAME] ("Lender"), whose address is [LENDER ADDRESS], with reference to the project described above (the "Project") and the loan or funding commitment identified below (the "Loan").

1. PROJECT AND LOAN INFORMATION
1.1 Project Name: [PROJECT NAME]
1.2 Project Address: [PROJECT ADDRESS]
1.3 Loan or Funding Agreement Date: [LOAN AGREEMENT DATE]
1.4 Loan or Funding Amount: [TOTAL FUNDING AMOUNT]
1.5 Project Budget Total: [TOTAL PROJECT BUDGET]
1.6 Owner's Equity Contribution: [OWNER EQUITY AMOUNT]
1.7 Construction or Project Start Date: [PROJECT START DATE]
1.8 Scheduled Completion Date: [SCHEDULED COMPLETION DATE]
1.9 Disbursement Account: [DISBURSEMENT ACCOUNT NUMBER]
1.10 Disbursement Agent or Escrow Holder: [DISBURSEMENT AGENT NAME]

2. DEFINITIONS
2.1 "Eligible Costs" means those costs set forth in the Approved Budget that are incurred for labor, materials, equipment, soft costs, and other items approved in writing by Lender for the Project.
2.2 "Approved Budget" means the project budget attached as Exhibit A and approved by Lender, as amended from time to time in accordance with this Form.
2.3 "Contingency Reserve" means the amount set forth in the Approved Budget as [CONTINGENCY RESERVE AMOUNT], available only for Change Orders approved in writing by Lender.
2.4 "Change Order" means any written modification to the scope, schedule, or cost of the Project approved in accordance with Section

6.
2.5 "Disbursement Request" means a written request for funds
submitted by Owner substantially in the form attached as Exhibit B.
2.6 "Ineligible Costs" means those costs described in Section 5 that are not eligible for disbursement from the Project funds.
2.7 "Retainage" means the amount withheld from each progress payment as set forth in Section 4.4.
2.8 "Soft Costs" means architectural, engineering, legal, permitting, financing, and other non-construction costs approved in the Approved Budget.
2.9 "Final Completion" means the date on which all work for the Project is fully completed, all punch list items are resolved, and all required certificates of occupancy and lien waivers have been delivered.

3. DISBURSEMENT PROCEDURES
3.1 Disbursement Requests: Owner shall submit a Disbursement Request to Lender not less than [NOTICE PERIOD] days prior to the requested disbursement date, accompanied by all supporting documentation required under Section 3.3.
3.2 Minimum Disbursement Amount: No Disbursement Request shall be for an amount less than [MINIMUM DISBURSEMENT AMOUNT], except for the final disbursement.
3.3 Supporting Documentation: Each Disbursement Request shall be accompanied by: (a) a current schedule of values; (b) invoices or bills for costs incurred; (c) conditional lien waivers from each contractor and subcontractor; (d) a certification by the Project architect or engineer of percentage of completion; (e) title updates if required by Lender; and (f) such other documentation as Lender may reasonably require.
3.4 Review and Approval: Lender shall review each Disbursement Request within [REVIEW PERIOD] days of receipt of a complete request and supporting documentation, and shall fund approved amounts within [FUNDING PERIOD] days thereafter.
3.5 Inspection: Lender or its designated inspector may inspect the Project prior to any disbursement, and Owner shall provide reasonable access for such inspections.
3.6 Disbursement Method: Funds shall be disbursed by wire transfer or check to the Disbursement Account or as otherwise directed in writing by Lender.
3.7 Interest Reserve: [INTEREST RESERVE AMOUNT] of the Loan shall be allocated to an interest reserve and disbursed in accordance with the Loan documents.

4. EXPENSE LIMITATIONS AND BUDGET CONTROLS
4.1 Approved Budget Cap: Total disbursements shall not exceed the Approved Budget line items without Lender's prior written approval.
4.2 Line Item Variance: Owner may reallocate amounts among line items only up to [VARIANCE PERCENTAGE] percent of any individual line item, and only with prior written notice to Lender.
4.3 Cost Overruns: Any cost overrun exceeding the Approved Budget shall be funded by Owner's equity contribution unless Lender agrees in writing to increase the Loan.
4.4 Retainage: Lender shall withhold Retainage of [RETAINAGE PERCENTAGE] percent from each progress payment until Final Completion, at which time retainage shall be released upon satisfaction of Section

8.
4.5 Contingency Reserve: Draws against the Contingency
Reserve require Lender's prior written approval and may not exceed [CONTINGENCY DRAW LIMIT] per draw.
4.6 Soft Cost Limitations: Soft Costs shall not exceed [SOFT COST CAP] or [SOFT COST PERCENTAGE] percent of the total Project cost, whichever is less.
4.7 Change Order Limitations: No single Change Order may exceed [CHANGE ORDER LIMIT] without Lender's prior written approval, and cumulative Change Orders may not exceed [CUMULATIVE CHANGE ORDER LIMIT] without Lender's written consent.
4.8 Interest and Fees: Interest, commitment fees, and other financing costs shall be limited to [FINANCING COST CAP] and shall be disbursed only from the interest reserve.
4.9 Owner's Equity Contribution: Owner shall contribute [OWNER EQUITY AMOUNT] in equity prior to or concurrently with the initial disbursement, evidenced by [EVIDENCE OF EQUITY].

5. INELIGIBLE EXPENSES
5.1 The following costs are Ineligible Costs and shall not be paid from Project funds: (a) costs incurred prior to [ELIGIBILITY DATE] unless approved in writing by Lender; (b) costs not included in the Approved Budget; (c) penalties, fines, and late charges; (d) costs of correcting defective or nonconforming work; (e) overhead or profit not expressly approved in the Approved Budget; (f) costs incurred in violation of applicable law or permits; (g) costs for off-site or unapproved work; and (h) any cost incurred after the Scheduled Completion Date without Lender's written approval.
5.2 Lender may deny any Disbursement Request that includes Ineligible Costs, and Owner shall bear such costs.

6. CHANGE ORDERS
6.1 All Change Orders shall be submitted in writing to Lender with supporting documentation, including scope, cost, and schedule impact.
6.2 Change Orders shall be approved or denied by Lender within [CHANGE ORDER REVIEW PERIOD] days of receipt.
6.3 No Change Order shall be effective unless approved in writing by Lender and, where required, by the surety.

7. CONDITIONS TO DISBURSEMENT
7.1 No default shall exist under the Loan documents.
7.2 All representations and warranties of Owner shall remain true and correct.
7.3 Owner shall have delivered all lien waivers, certifications, and title updates required under Section 3.3.
7.4 The Project shall be in compliance with the Approved Budget and schedule.
7.5 All insurance and permits required for the Project shall be in full force and effect.
7.6 Lender shall have received evidence of Owner's equity contribution as required under Section 4.9.

8. FINAL DISBURSEMENT AND COMPLETION
8.1 The final disbursement shall be made only upon: (a) Final Completion; (b) delivery of all final lien waivers and releases; (c) delivery of a certificate of occupancy or equivalent; (d) delivery of as-built plans and warranties; and (e) satisfaction of all conditions in Section

7.
8.2 Upon Final Completion, Retainage shall be released in
accordance with Section 4.4.
8.3 Any unused Contingency Reserve shall be applied as provided in the Loan documents or as agreed in writing by the parties.

9. DEFAULT AND REMEDIES
9.1 Failure to comply with this Form, including submission of false or inaccurate Disbursement Requests, shall constitute a default under the Loan documents.
9.2 Upon default, Lender may suspend disbursements, declare all amounts immediately due, and exercise any other remedies available under the Loan documents or applicable law.
9.3 Owner shall indemnify Lender against losses arising from misrepresentation in any Disbursement Request or supporting documentation.

10. REPORTING AND RECORDS
10.1 Owner shall maintain complete books and records of all Project costs and shall provide Lender with monthly progress reports in the form attached as Exhibit C.
10.2 Lender may audit Owner's records relating to the Project upon reasonable notice.
10.3 Owner shall provide a final accounting of all Project costs within [FINAL ACCOUNTING PERIOD] days after Final Completion.

11. INSURANCE AND SURETY
11.1 Owner shall maintain builder's risk insurance in the amount of [BUILDER RISK AMOUNT] and general liability insurance in the amount of [LIABILITY INSURANCE AMOUNT].
11.2 Performance and payment bonds in the amount of [BOND AMOUNT] shall be provided by [BONDING COMPANY] where required by Lender.

12. MISCELLANEOUS
12.1 Governing Law: This Form shall be governed by the laws of the State of [GOVERNING STATE].
12.2 Notices: All notices shall be in writing and delivered to the addresses set forth above or to [NOTICE EMAIL ADDRESS].
12.3 Amendment: This Form may be amended only by a written instrument signed by both parties.
12.4 Entire Agreement: This Form, together with the Loan documents and Exhibits, constitutes the entire agreement regarding disbursement and expense limitations.
12.5 Severability: If any provision is held invalid, the remaining provisions shall remain in full force and effect.
12.6 Counterparts: This Form may be executed in counterparts, each of which shall be deemed an original.

13. SIGNATURES

IN WITNESS WHEREOF, the parties have executed this Form as of the date first written above.

OWNER:

[PROJECT OWNER NAME]

By: [OWNER SIGNATORY NAME]

Title: [OWNER SIGNATORY TITLE]

Date: [OWNER SIGNATURE DATE]

LENDER:

[LENDER NAME]

By: [LENDER SIGNATORY NAME]

Title: [LENDER SIGNATORY TITLE]

Date: [LENDER SIGNATURE DATE]

ACKNOWLEDGED AND AGREED:

DISBURSEMENT AGENT:

[DISBURSEMENT AGENT NAME]

By: [AGENT SIGNATORY NAME]

Title: [AGENT SIGNATORY TITLE]

Date: [AGENT SIGNATURE DATE]

EXHIBIT A — APPROVED BUDGET

[ATTACH APPROVED BUDGET]

EXHIBIT B — FORM OF DISBURSEMENT REQUEST

[ATTACH DISBURSEMENT REQUEST FORM]

EXHIBIT C — FORM OF MONTHLY PROGRESS REPORT

[ATTACH PROGRESS REPORT FORM]
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