FREDDIE MAC FORM/NO HOLDBACK –NOVEMBER 2009
Freddie Mac Loan No. ___________

REHABILITATION ESCROW AGREEMENT
(FOR USE WITH BOND ENHANCEMENTS - REVISION DATE 11-16-2009)
This REHABILITATION ESCROW AGREEMENT (“Agreement”) is made and entered into as of [DATED DATE], by and between [BORROWER], a _______________________ (“Borrower”), and FEDERAL HOME LOAN MORTGAGE CORPORATION, a shareholder‑owned government‑sponsored enterprise organized and existing under the laws of the United States (“Freddie Mac”), and acknowledged and agreed to by [SELLER/SERVICER], in its capacity as Servicer for Freddie Mac (together with any successor in such capacity, the “Servicer”).
RECITALS:

WHEREAS, contemporaneously with the delivery of this Agreement, the [ISSUER] (the “Issuer”), is issuing its [NAME OF BONDS] in the original aggregate principal amount of $[AMOUNT] (the “Bonds”) pursuant to a Trust Indenture (the “Indenture”) dated as of the date hereof, between Issuer and [TRUSTEE], as trustee for the holders of the Bonds (the “Bond Trustee”), the proceeds of which Bonds will be used to make a mortgage loan (the “Bond Mortgage Loan”) to Borrower upon the terms and conditions of a Financing Agreement dated as of the date hereof among Issuer, Bond Trustee and Borrower (the “Financing Agreement”); and

WHEREAS, Borrower will use the proceeds of the Bond Mortgage Loan (and other funds as herein described) to finance the acquisition and rehabilitation of a multifamily residential facility known as [NAME OF PROJECT], located at [CITY], [STATE] (the “Development”); and

WHEREAS, Freddie Mac and Bond Trustee have entered into a Credit Enhancement Agreement dated as of the date hereof  (the “Credit Enhancement Agreement”) pursuant to which Freddie Mac has agreed to make certain advances to Bond Trustee (a) with respect to amounts due under the Bond Mortgage Loan and (b) to provide funds to purchase Bonds tendered under certain circumstances in accordance with the Indenture, and in consideration thereof, Borrower and Freddie Mac have entered into a Reimbursement and Security Agreement dated as of the date hereof (the “Reimbursement Agreement”) to evidence Borrower's obligation to reimburse Freddie Mac for such advances; and

WHEREAS, the obligations of Borrower under the Bond Mortgage Loan are secured by a first lien priority [BOND MORTGAGE] dated as of the date hereof from Borrower for the benefit of Bond Trustee (the “Bond Mortgage”), and the obligations of Borrower under the Reimbursement Agreement are secured by a second lien priority [REIMBURSEMENT MORTGAGE] dated as of the date hereof from Borrower for the benefit of Freddie Mac (the “Security Instrument”), each encumbering the Development and certain other property more particularly described in the Security Instrument (the “Property”); and

WHEREAS, as a condition to its delivery of the Credit Enhancement Agreement, Freddie Mac is requiring Borrower to make certain improvements to rehabilitate the Development (the “Improvements”), which Improvements are described in and must be completed by Borrower in accordance with the Scope of Work by no later than the Required Completion Date; and

WHEREAS, to assure that the Improvements are made and paid for in a timely manner and to further secure Freddie Mac against any loss Freddie Mac may incur as a result of advancing funds under the Credit Enhancement Agreement prior to the Required Completion Date, Freddie Mac is requiring Borrower to enter into this Agreement; and

WHEREAS, pursuant to the Commitment, Borrower is also required to arrange for the delivery to Freddie Mac of the Completion Guaranty and Operating Deficit Guaranty;

NOW, THEREFORE, for and in consideration of the credit enhancement, the mutual promises and covenants herein contained, and other good and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, Borrower and Freddie Mac agree as follows:

1. Recitals; Definitions.  The foregoing Recitals are hereby agreed to and incorporated herein by reference.  The following terms used in this Agreement shall have the meanings set forth below in this Section.  Any term used in this Agreement and not defined shall have the meaning given to that term in the Reimbursement Agreement.

(a) “Bond Mortgage” has the meaning given in the Recitals.

(b)  “Bond Mortgage Loan” means the mortgage loan made by Issuer to Borrower with respect to the Property in the original principal amount of $[AMOUNT] with the proceeds of the Bonds.
(c) “Bond Mortgage Loan Fund” means the Bond Mortgage Loan Fund established and held by Bond Trustee under the Indenture.
(d) “Borrower Equity Account” means the Borrower Equity Account of the Bond Mortgage Loan Fund established under the Indenture.
(e) “Commitment” means the letter of commitment dated [DATE OF COMMITMENT] issued by Freddie Mac to Servicer, pursuant to which Freddie Mac has agreed, upon satisfaction of the terms and conditions set forth therein, to provide credit enhancement for the Bond Mortgage Loan and liquidity support for the Bonds, as amended or restated.
(f) “Completion Guaranty” means the Guaranty of Completion dated as of the date hereof by Guarantor for the benefit of Freddie Mac, as amended, supplemented or restated. 
(g) “Cost of Issuance Fund” means the Cost of Issuance Fund established and held by Bond Trustee pursuant to the Indenture. 

(h) “Development” means the existing buildings and improvements situated upon the Land and constituting a multifamily residential facility known as [NAME OF PROJECT], located at [CITY], [STATE] (the “Project”).
(i) “Development Fund” means, collectively, the Project Account and the Borrower Equity Account.
(j) “Disbursement Request” means a written request from Borrower in the form attached to the Indenture as Exhibit E for the disbursement of money from the Development Fund pursuant to and in accordance with Section 4 below. 
(k) “Equity Investor” has the meaning given to that term in the Security Instrument.
(l) “Event of Default” means each event specified in Section 15 as an Event of Default under this Agreement.
(m) “Final Disbursement” means the final disbursement from the Development Fund, subject to Section 5, for completion of the Improvements.
(n) “Guarantor” means ________________________.
(o) “Guide” means the Freddie Mac Delegated Underwriting for Targeted Affordable Housing Guide and Freddie Mac Multifamily Seller/Servicer Guide (as applicable), as the same may be amended, modified or supplemented from time to time.

(p)  “Improvements” means the improvements to be made to the Property, as described in the Scope of Work or as otherwise required by Freddie Mac in accordance with this Agreement.
(q) “Initial Disbursement” means the initial disbursement from the Development Fund on the Closing Date used to acquire the Property, pay soft costs and financing costs relating thereto and fund required reserves and deposits.
(r) “Land” means the land described in Exhibit A to the Security Instrument.
(s) “Operating Deficit Guaranty” means the Operating Deficit Guaranty, dated as of the date hereof, from Guarantor for the benefit of Freddie Mac, as amended, supplemented or restated. 

(t) “Project Account” means the Project Account of the Bond Mortgage Loan Fund established under the Indenture.
(u) “Property” means the Land, the Development and the Improvements.
(v) “Property Jurisdiction” has the meaning given to that term in the Security Instrument.
(w) “Rehabilitation Budget” means the budget for the rehabilitation of the Development submitted as part of the Scope of Work.
(x) “Rehabilitation Costs” means the hard costs for the rehabilitation of the Development as specified in the Scope of Work.
(y) “Rehabilitation Escrow Funds” has the meaning given to that term in Section 3(c) hereof. 

(z) “Required Completion Date” means ______________, 20__, or such later date as Freddie Mac may consent to in writing in its discretion.
(aa) “Scope of Work” means the Scope of Work attached to this Agreement as Exhibit A as the same may be amended with the prior written consent of Freddie Mac.
(ab) “Security Instrument” has the meaning given in the Recitals

2. Scope of Rehabilitation.  The Scope of Work and all other documentation from Borrower provided pursuant to the Commitment regarding the Improvements and the parties involved in completing such work shall be satisfactory as to form, substance and detail to Freddie Mac in its discretion.

3. Development Fund.

(a) Establishment.  The Bond Trustee will establish, maintain and hold the Development Fund in accordance with the Indenture.

(b) Deposits.

(i) On the date of execution hereof, Borrower shall deliver, or caused to be delivered, to Bond Trustee, proceeds from the Bonds in the amount of $________________ of which amount $______________ shall be deposited into the Project Account and $_______________ shall be deposited into the Cost of Issuance Fund.

(ii) On the date of execution hereof, Borrower shall deliver, or caused to be delivered, to Bond Trustee, for deposit into the Borrower Equity Account, the sum of $____________________ and for deposit into the Cost of Issuance Fund the sum of $___________.  Such initial deposit shall be funded from tax credit equity.

(c) Use.  Money in the Development Fund shall, except as otherwise stated in this Agreement or the Indenture, be used for the sole purpose of paying, or reimbursing Borrower for, the costs of acquiring and rehabilitating the Property as provided in the sources and uses statement delivered to Freddie Mac.  Borrower shall use $__________ (the “Rehabilitation Escrow Funds”) for the costs of rehabilitation of the Project which rehabilitation shall be completed by the Required Completion Date.
(d) Investment.  Borrower and Freddie Mac agree that money deposited into the Development Fund shall be invested by Bond Trustee in accordance with the provisions of the Indenture.  Freddie Mac shall not be responsible for any losses resulting from investment of money in the Development Fund or for obtaining any specific level or percentage of earnings on such investment.
4. Disbursements from the Development Fund.  As construction and completion of the Improvements progresses, Borrower shall requisition from Bond Trustee money in the Development Fund, using the form of requisition attached to the Indenture as Exhibit E, for payment or reimbursement of the actual costs of the Improvements.

(a) Disbursement Requests.  Provided that Borrower is in full compliance with all the applicable conditions set forth in this Agreement, Freddie Mac shall consent to disbursements from the Development Fund as provided in paragraph (c) of this Section 4 for the uses described for such moneys in Section 3(c) hereof only upon the receipt from Borrower of a Disbursement Request, signed by Borrower [IF APPLICABLE, ADD: and the Equity Investor (signifying the approval of the Disbursement Request by the Equity Investor, if required)], and the additional materials required in paragraph (b) of this Section 4 and, in addition, with respect to the Final Disbursement, Section 5 (provided only a signed Disbursement Request shall be required for the Initial Disbursement).  Borrower may make a Disbursement Request at any time, but not more often than once every month during the term of this Agreement, provided that Borrower, at the time of such request, is in full compliance with all the applicable conditions set forth in this Agreement and in the other Reimbursement Security Documents.  

(b) Disbursement Requirements.  Prior to any disbursement except the Initial Disbursement, Borrower shall provide to Freddie Mac the following items:

(i) A report setting out the progress of the Improvements on a percentage of completion basis and any other reports or information relating to the construction of the Improvements that may be reasonably requested by Freddie Mac;

(ii) Copies of any applicable invoices and/or bills and appropriate lien waivers for the prior period for which disbursement was made, executed by all contractors and suppliers supplying labor or materials for the Improvements;

(iii) If applicable, a report prepared by the professional engineer employed by Servicer pursuant to the Guide as to the status of the Improvements; and

(iv) A certification from Servicer (which may rely upon a certification from Borrower) setting forth the then current occupancy and debt service coverage ratio based on the then outstanding amount of the Bond Mortgage Loan.  (Borrower agrees to provide promptly to Servicer upon request such reports and other information (including rent rolls and operating statements for the month preceding the requested disbursement) as may be necessary to support such certification.)  If the Bonds are variable rate bonds, the debt service coverage ratio shall be calculated using the Underwriting Rate set forth in the Commitment.

Rehabilitation Escrow Funds shall only be released for work completed and/or at the time of installation of appliances and fixtures.   Rehabilitation Escrow Funds will not be released for stored items.

(c) Allocation Between Funds following Initial Disbursement.  Following the Initial Disbursement, each disbursement for Rehabilitation Costs shall be funded first from amounts on deposit in the Project Account until such funds are exhausted and then from the Borrower Equity Account.   

(d) Conditions Precedent.  Freddie Mac shall only be obligated to consent to disbursements from the Development Fund to or for the benefit of Borrower if at the time of the applicable Disbursement Request all of the following conditions precedent have been satisfied, as reasonably determined by Freddie Mac:

(i) No Default.  There shall exist no condition, event or act that would constitute a default (with or without notice and/or lapse of time) under this Agreement or any other Reimbursement Security Document.

(ii) Representations and Warranties.  All representations and warranties of Borrower set forth in this Agreement and in the other Reimbursement Security Documents are true.

(iii) Continuing Compliance.  Borrower shall be in full compliance with the provisions of this Agreement, the other Reimbursement Security Documents and any request or demand by Freddie Mac permitted hereby.

(iv) No Lien Claim.  No lien or claim based on furnishing labor or materials has been filed or asserted against the Property, unless Borrower has properly provided bond or other security against loss in accordance with Applicable Legal Requirements.  

(v) Approvals.  All licenses, permits, and approvals of governmental authorities required for the Improvements as completed to the applicable stage have been obtained.

(vi) Legal Compliance.  The Improvements as completed to date do not violate any Applicable Legal Requirements.

(vii) Sufficient Funds.  The amounts remaining in the Development Fund after giving effect to the Disbursement Request are sufficient to pay the then current estimated cost of completing the Improvements in accordance with the Scope of Work. (Servicer shall provide prompt written notice to Freddie Mac if such condition precedent is not satisfied).

5. Reporting Requirements; Final Disbursement.  Prior to the Final Disbursement, Borrower shall provide Freddie Mac, in addition to the information required by Section 4 above, the following:

(a) Contractor’s Certificate.  Lien waivers signed by each contractor and supplier of materials engaged to provide labor or materials for the Improvements whose contract is in an amount greater than or equal to $25,000 (or as reasonably determined by Freddie Mac) which state that such contractor or supplier has been paid in full for all work completed and that the portion of the Improvements provided by such contractor or supplier has been fully completed in accordance with the plans and specifications (if any) provided to it by Borrower and that such portion of the Improvements is in compliance with all Applicable Legal Requirements.
(b) Borrower’s Certificate.  A certificate signed by Borrower to the effect that the Improvements have been fully paid for, that all money disbursed hereunder has been used for the Improvements and no claim or claims exist against Borrower or against the Property out of which a lien based on furnishing labor or material exists or might ripen and that all of the Improvements have been completed in a good and workmanlike manner in compliance with the Scope of Work and in accordance with all Applicable Legal Requirements.
(c) Engineer’s and Servicer’s Certificate.  A certificate signed by a professional engineer employed by Servicer pursuant to the Guide and a separate certificate from Servicer to the effect that all of the Improvements have been completed in a good and workmanlike manner in compliance with the Scope of Work and in accordance with all Applicable Legal Requirements.
(d) Other Certificates.  Any other certificates of approval, acceptance or compliance required by Freddie Mac from or by the city, county, state or federal governmental authorities having jurisdiction over the Property.

6. Improvements.  Borrower covenants and agrees with Freddie Mac as follows:

(a) Commencement of Improvements.  Except as set forth on Exhibit C, prior to the recordation of the Security Instrument, no work of any kind has been or will be commenced or performed upon the Property and no materials or equipment have been or will be delivered to or upon the Property.  In the event that any work of any kind has been commenced or performed upon the Property, or in the event that any materials or equipment have been ordered or delivered to or upon the Property, then (i) prior to the execution of the Security Instrument, Borrower shall fully disclose in writing to the title insurance company issuing the mortgagee title insurance policy insuring the lien of the Security Instrument that work has been commenced or performed on the Property, or materials or equipment have been ordered or delivered to or upon the Property, (ii) prior to the execution of the Security Instrument, Borrower shall have obtained and delivered to Freddie Mac and the title company issuing the mortgagee title insurance policy insuring the lien of the Security Instrument lien waivers from all contractors, subcontractors, suppliers, or any other applicable party, pertaining to all work commenced or performed on the Property, or materials or equipment ordered or delivered to or upon the Property, and (iii) the final mortgagee’s title insurance policy insuring the lien of the Security Instrument shall take no exception from coverage for any mechanics or materialmen’s liens.

(b) Construction.  Borrower will commence the Improvements as soon as practicable after the date of this Agreement and will diligently proceed with and complete the Improvements on or before the Required Completion Date free and clear of all liens, in a good and workmanlike manner and in accordance with the Scope of Work and all Applicable Legal Requirements.

(c) Changes in Scope of Work.  Without the prior written consent of Freddie Mac, Borrower will make no departures from or alterations to the Scope of Work. 

(d) Inspections.  Borrower will permit Freddie Mac or any person designated by Freddie Mac (including without limitation a professional inspection engineer), and any interested governmental authority, at any time and from time to time, to inspect the Improvements and the Development and to examine and copy all of Borrower’s books and records and all contracts and bills pertaining to the Improvements and the Development.  Freddie Mac shall be entitled to deduct from the Development Fund reasonable fees for performing any such inspections and/or an amount sufficient to reimburse Freddie Mac for all fees and expenses charged by any professional inspection engineer employed by Freddie Mac, as the case may be, in connection with any such inspection.  Borrower agrees to cause the replacement of any material or work that is defective, unworkmanlike, does not comply with any Applicable Legal Requirements, or does not comply with the requirements of this Agreement, as determined by Freddie Mac.  Prior to and as a condition of the Final Disbursement, Freddie Mac shall inspect or cause to be inspected the Improvements and the Development to determine that all Improvements, including but not limited to interior and exterior repairs, have been completed in accordance with the plans and specifications and Applicable Legal Requirements. 

(e) Purchases.  Without the prior written consent of Freddie Mac, no materials, machinery, equipment, fixtures or any other part of the Improvements shall be purchased or installed under conditional sale contracts or lease agreements, or any other arrangement wherein title to such Improvements is retained or subjected to a purchase money security interest, or the right is reserved or accrues to anyone to remove or repossess any such Improvements, or to consider them as personal property.

7. Lien Protection.  Borrower shall promptly pay or cause to be paid, when due, all costs, charges and expenses incurred in connection with the construction and completion of the Improvements, and shall keep the Property free and clear of any and all liens other than the lien of the Bond Mortgage, the Security Instrument, the encumbrances set forth on the Schedule of Title Exceptions (as defined in the Security Instrument), mechanic’s or materialman’s liens which are being contested in good faith by Borrower and which are bonded off to Freddie Mac’s satisfaction, and any other junior lien which may be consented to, in writing, by Freddie Mac.

8. Adverse Claims.  Borrower shall promptly advise Freddie Mac in writing of any litigation, liens, or claims affecting the Property and of all complaints and charges made by any governmental authority or any governmental department, bureau, commission or agency exercising supervision or control over Borrower or its business, which may delay or adversely affect the completion of the Improvements.

9. Compliance With Applicable Laws; Insurance Requirements.

(a) Compliance With Laws.  All Improvements shall comply with all Applicable Legal Requirements and any additional requirements of insurance underwriters.

(b) Insurance Requirements.  In addition to any insurance required under the other Reimbursement Security Documents, Borrower shall provide or cause to be provided workers’ compensation, builder’s risk, and public liability insurance and other insurance required under all Applicable Legal Requirements in connection with any of the Improvements.  All such policies shall be in form and amount satisfactory to Freddie Mac and shall contain endorsements with standard mortgagee clauses making losses payable to Freddie Mac or its assigns and where applicable, name Freddie Mac as an additional insured.  Duplicate originals of such policies shall be deposited with Freddie Mac.

10. Use of Development Fund.  Borrower will accept disbursements from the Development Fund in accordance with the provisions of this Agreement and will use, or cause to be used, each such disbursement solely to pay, or reimburse itself for prior payment of, acquisition and Rehabilitation Costs of the Property for which such disbursement is requested. 

11. Indirect and Excess Disbursements.  Subject to the terms hereof and the Indenture, Freddie Mac, in its discretion, is authorized to requisition money held in the Development Fund from Bond Trustee, at any time and from time to time, to pay any and all costs, charges and expenses whatsoever and howsoever incurred or required in connection with the completion of the Improvements, or in the payment or performance of any obligation of Borrower to Freddie Mac.  If Freddie Mac shall elect to make such a disbursement to a party other than Borrower, the amount of advances to which Borrower shall be entitled under this Agreement shall be correspondingly reduced.  

12. Right to Complete Improvements.  If Borrower abandons or fails to proceed diligently with the Improvements or otherwise is in default under this Agreement, Freddie Mac shall have the right (but not the obligation) to enter upon the Property and take over and cause the completion of the Improvements.  Any contracts entered into or indebtedness incurred upon the exercise of such right may be in the name of Borrower, and Freddie Mac is hereby irrevocably appointed the attorney in fact of Borrower, such appointment being coupled with an interest to enter into such contracts, incur such obligations, enforce any contracts or agreements made by or on behalf of Borrower (including the prosecution and defense of all actions and proceedings in connection with the Improvements and the payment, settlement, or compromise of all claims for materials and work performed in connection with the Improvements) and do any and all things necessary or proper to complete the Improvements including signing Borrower’s name to any contracts and documents (including Disbursement Requests) as may be deemed necessary by Freddie Mac and executing assignments of agreements with architects and/or contractors engaged by Borrower to complete the Improvements.  In no event shall Freddie Mac be required to expend its own funds to complete the Improvements, but Freddie Mac may, in Freddie Mac’s sole discretion, advance such funds.  Any funds so advanced shall be added to the outstanding obligations under the Reimbursement Agreement, secured by the Security Instrument and payable to Freddie Mac by Borrower in accordance with the provisions of the Security Instrument pertaining to the protection of Freddie Mac’s security and advances made by Freddie Mac.  Borrower waives any and all claims it may have against Freddie Mac for materials used, work performed or resultant damage to the Property.

13. Insufficient Account.  If Freddie Mac determines in its discretion that the money in the Development Fund is insufficient to pay for the completion of the Improvements, Freddie Mac shall so notify Borrower, in writing, and as soon as possible (but in no event later than twenty (20) days after such notice) Borrower shall pay to Freddie Mac an amount, in cash, equal to such deficiency, which amount shall be delivered to Bond Trustee for deposit into the Borrower Equity Account.

14. Units Available for Leasing.  As construction of the Improvements is commenced and progresses to completion, Borrower covenants and agrees that the maximum number of units at the Property which shall be unavailable for leasing due to such construction shall not exceed ________ (__) units at any one time and that any tenant that is required to vacate their unit during the construction of the Improvements will not be displaced from their unit for more than ________ (__) days and that Borrower shall provide such tenant [reasonable accommodation] [a vacant unit within the Property for tenant’s use] during such period.  

15. Events of Default.  The occurrence of any one or more of the following events shall constitute an Event of Default under this Agreement:

(a) Borrower fails to deposit funds in the amount requested by Freddie Mac, pursuant to the provisions of Section 13 of this Agreement, within 20 days after such notice from Freddie Mac requesting such deposit.
(b) Borrower fails to promptly perform or comply with any of the covenants contained in the Reimbursement Security Documents with respect to maintaining insurance, including the covenants contained in Section 9(b) of this Agreement.
(c) Borrower fails to perform any of its obligations under this Agreement (other than those specified in this Section 15), as and when required, which continues for a period of 30 days after notice of such failure by Freddie Mac to Borrower.  However, if Borrower’s failure to perform its obligations as described in this Section 15(c) is of the nature that it cannot be cured within the 30 day grace period but reasonably could be cured within 90 days, then Borrower shall have additional time as determined by Freddie Mac, not to exceed an additional 60 days, in which to cure such default, provided that Borrower has diligently commenced to cure such default during the 30-day grace period and diligently pursues the cure of such default.  However, no such notice or grace periods shall apply in the case of any such failure which could, in Freddie Mac’s judgment, absent immediate exercise by Freddie Mac of a right or remedy under this Agreement, result in harm to Freddie Mac, impairment of the Reimbursement Agreement or the Security Instrument or any other security given under any other Reimbursement Security Document.  

(d) Borrower abandons or ceases work on the rehabilitation of the Property for a period of more than 20 days, unless such cessation results from causes beyond the control of Borrower and Borrower is diligently pursuing the reinstitution of work.

(e) Any permit, license, certificate or approval that Borrower is required to obtain with respect to the construction, operation, development, leasing or maintenance of the Improvements or the Property lapses or ceases to be in full force and effect.
(f) Borrower fails to complete the Improvements in accordance with the requirements of this Agreement by the Required Completion Date.

(g) A mechanic’s or materialman’s lien is filed against the Property (unless such mechanic’s or materialman’s lien is promptly contested in good faith by Borrower and is bonded off to the satisfaction of Freddie Mac).

(h) Borrower is enjoined or prohibited from performing any of its obligations under this Agreement or any of the other Reimbursement Security Documents and the same continues for a period of more than 20 consecutive days.

(i) Any default by Borrower under the Reimbursement Agreement or any other Reimbursement Security Document (taking into account any applicable notice and cure period set forth therein).  

16. seq level2 \h \r0 Remedies.  

(a) Upon the occurrence of an Event of Default, Borrower shall immediately lose all of its rights to receive disbursement of money from the Development Fund (and any amounts held under the Reimbursement Security Documents) and Freddie Mac shall have the right, in addition to any other rights or remedies available to Freddie Mac under the Security Instrument or any of the other Reimbursement Security Documents or at law or equity, to direct the use of money in the Development Fund (or any portion thereof), for any purpose, including but not limited to: 

(i) repayment of any indebtedness secured by the Bond Mortgage or the Security Instrument and any prepayment/substitution premium applicable upon a full or partial prepayment (as applicable), provided, however, that such application of such money shall not cure or be deemed to cure an Event of Default; 

(ii) reimbursement of Freddie Mac for any losses or expenses (including, without limitation, legal fees) suffered or incurred by Freddie Mac as a result of such Event of Default; or 

(iii) 
completion of the Improvements consistent with the Scope of Work.

(b) Nothing in this Agreement shall obligate Freddie Mac to direct application of all or any portion of the money in the Development Fund or otherwise held under the Indenture or any Reimbursement Security Document on account of any Event of Default or to repayment of the Bond Mortgage Loan or the Indebtedness (as such term is defined in the Security Agreement) or in any specific order of priority.

(c) seq level3 \h \r0 Nothing contained in this Agreement shall in any manner whatsoever alter, impair or affect the obligations of Borrower under the Reimbursement Agreement, the Security Instrument or any of the other Reimbursement Security Documents, or relieve Borrower of any of its obligations to make payments and perform all of its other obligations required under the Reimbursement Agreement, the Security Instrument or under any of the other Reimbursement Security Documents.

(d) Upon the occurrence of an Event of Default under this Agreement, Freddie Mac may exercise all or any one or more of its rights and remedies available under this Agreement, at law or in equity.  Such rights and remedies shall be cumulative and concurrent, and may be enforced separately, successively or together, and Freddie Mac’s exercise of any particular right or remedy shall not in any way prevent Freddie Mac from exercising any other right or remedy available to Freddie Mac.  Freddie Mac may exercise any such remedies from time to time as often as may be deemed necessary by Freddie Mac.  Borrower understands that an Event of Default under this Agreement shall be deemed to be an “event of default” under the Reimbursement Agreement and the Security Instrument, and that in addition to the remedies specified in this Agreement, Freddie Mac will be able to exercise all of its rights and remedies under the Reimbursement Agreement and the Security Instrument upon an Event of Default.

17. Security Agreement.  Borrower hereby conveys, pledges, transfers and grants a security interest pursuant to the Uniform Commercial Code of the Property Jurisdiction and other applicable laws in and to all money in the Bond Mortgage Loan Fund, to Freddie Mac and Bond Trustee as their respective interests appear under the Indenture and subject to the terms of the Intercreditor Agreement, for the purpose of securing Borrower’s obligations under this Agreement, the Reimbursement Agreement and the other Reimbursement Security Documents.

18. Termination.  This Agreement shall terminate upon the completion of the Improvements in accordance with this Agreement and Freddie Mac’s satisfaction, and the full disbursement of money in the Development Fund.  In the event there are funds remaining in the Project Account after the Improvements have been completed in accordance with this Agreement, and provided no default by Borrower exists under this Agreement or under any other Borrower Document, such funds shall be used as provided in the Indenture to prepay the Bond Mortgage Loan and make a corresponding redemption of the Bonds unless an opinion of Bond Counsel is delivered acceptable to Freddie Mac, Bond Trustee and Issuer to the effect that an alternate use is permitted and will not adversely affect the tax‑exempt status of the Bonds.  In the event there are funds remaining in the Borrower Equity Account after the Improvements have been completed in accordance with this Agreement, and provided no default by Borrower exists under this Agreement or under any other Borrower Document, such funds shall be refunded by Bond Trustee to Borrower upon direction of Freddie Mac.
19. No Amendment; Conflict.  Nothing contained in this Agreement shall be construed to amend, modify, alter, change or supersede the terms and provisions of the Reimbursement Agreement, the Security Instrument or any other Reimbursement Security Document and, if there shall exist a conflict between the terms and provisions of this Agreement and those of the Reimbursement Agreement, Security Instrument or any other Reimbursement Security Document, then the terms and provisions of the Reimbursement Agreement, Security Instrument and the other Reimbursement Security Documents shall control.

20. Release; Indemnity.

(a) Release.  Borrower covenants and agrees that, in performing any of its duties under this Agreement, none of Freddie Mac, Servicer or any of their respective agents or employees, shall be liable for any losses, costs or damages which may be incurred by any of them as a result thereof, except that no party will be released from liability for any losses, costs or damages arising out of the willful misconduct or gross negligence of such party.

(b) Indemnity.  Borrower hereby agrees to indemnify and hold harmless Freddie Mac, Servicer, and their respective agents and employees, against any and all losses, claims, damages, liabilities and expenses including, without limitation, reasonable attorneys’ fees and disbursements, which may be imposed or incurred by any of them in connection with this Agreement, except that no such party will be indemnified from any losses, claims, damages, liabilities and expenses arising out of the willful misconduct or gross negligence of such party.

21. Choice of Law.  This Agreement shall be construed and enforced in accordance with the laws of the Property Jurisdiction.

22. Successors and Assigns.  Freddie Mac may assign its rights and interests under this Agreement in whole or in part and upon any such assignment, all the terms and provisions of this Agreement shall inure to the benefit of such assignee to the extent so assigned.  The terms used to designate any of the parties herein shall be deemed to include the heirs, legal representatives, successors and assigns of such parties.  Reference herein to “person” or “persons” shall be deemed to include individuals and entities.  Borrower may not assign its rights, interests, or obligations under this Agreement without first obtaining Freddie Mac’s prior written consent as more particularly provided in the Security Instrument.

23. Attorneys’ Fees.  In the event that Freddie Mac (or its designee) shall engage the services of an attorney at law to enforce the provisions of this Agreement against Borrower, then Borrower shall pay all costs of such enforcement, including any reasonable attorneys’ fees and costs (including those of Freddie Mac’s in‑house counsel) actually incurred.

24. Determinations by Freddie Mac.  In any instance where the consent or approval of Freddie Mac may be given or is required, or where any determination, judgment or decision is to be rendered by Freddie Mac under this Agreement, the granting, withholding or denial of such consent or approval and the rendering of such determination, judgment or decision shall be made or exercised by Freddie Mac (or its designated representative) at its sole and exclusive option and in its sole and absolute discretion.

25. Completion of Improvements.  Freddie Mac’s consent to Bond Trustee’s disbursement of money in the Development Fund or other acknowledgment of completion of any Improvement in a manner satisfactory to Freddie Mac shall not be deemed a certification by Freddie Mac, as the case may be, that the Improvements have been completed in accordance with Applicable Legal Requirements.  Borrower shall at all times have the sole responsibility for insuring that all Improvements are completed in accordance with all Applicable Legal Requirements.

26. No Agency or Partnership.  Nothing contained in this Agreement shall constitute Freddie Mac as a joint venturer, partner or agent of Borrower, or render Freddie Mac liable for any debts, obligations, acts, omissions, representations or contracts of Borrower.

27. Entire Agreement.  This Agreement and the other Reimbursement Security Documents represent the final agreement between the parties and may not be contradicted by evidence of prior, contemporaneous or subsequent oral agreements.  There are no unwritten oral agreements between the parties.  All prior or contemporaneous agreements, understandings, representations, and statements, oral or written, are merged into this Agreement and the other Reimbursement Security Documents.  Neither this Agreement nor any of its provisions may be waived, modified, amended, discharged, or terminated except in writing signed by the party against which the enforcement of the waiver, modification, amendment, discharge, or termination is sought, and then only to the extent set forth in that writing.

28. Counterparts.  This Agreement may be executed in multiple counterparts, each of which shall constitute an original document and all of which together shall constitute one agreement.

29.
Servicing of Agreement.  Borrower hereby acknowledges that the Bond Mortgage Loan, the Security Instrument and the other Reimbursement Security Documents, including this Agreement, will be serviced by Servicer on behalf of Freddie Mac in accordance with the Guide.  Borrower agrees that it will direct all deposits, requisitions, questions, requests or other communications regarding this Agreement directly to Servicer, and acknowledges that Servicer will coordinate with Freddie Mac, as and if required under the Guide, with respect to any obligation to be performed by Freddie Mac under this Agreement.
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ATTACHED EXHIBITS.  The following Exhibits are attached to this Agreement:

|X |
Exhibit A 
Scope of Work (required)

|X |
Exhibit B 
Improvements Performed or Commenced and Material or 



Equipment Ordered

|X |
Exhibit C 
Modifications to Agreement
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IN WITNESS WHEREOF, the undersigned have executed this Rehabilitation Escrow Agreement as of the day and year first above written.

BORROWER:

[BORROWER signature BLOCK]

By:  







         Name:__________________________
         Title:___________________________

[Borrower Signature Page to [NAME OF PROJECT] Rehabilitation Escrow Agreement]

	
	FEDERAL HOME LOAN MORTGAGE 

CORPORATION


By:  






 Name:_____________________________
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	Acknowledged, Accepted and Agreed to by:


	SERVICER:

[SELLER/SERVICER signature BLOCK]

By:  







         Name:__________________________
         Title:___________________________
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EXHIBIT A

Scope of Work
EXHIBIT B


Improvements Performed or Commenced and Materials or

Equipment Ordered or Delivered

EXHIBIT C

Modifications to Agreement
The following modifications are made to the text of the Agreement that precedes this Exhibit:
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