[image: image1.emf]ADDITIONAL INSTRUCTIONS TO LAWYERS, INCLUDING NOTARIES PUBLIC IN BRITISH COLUMBIA, FOR CONSTRUCTION MORTGAGE FINANCING / RENOVATION / NEW CONSTRUCTION HOUSE 
(Canada except Quebec)
These instructions supplement the General Instructions (F.17919-SAP-002) and apply to mortgage financing for the construction, renovation or other improvements of the mortgaged property or the purchase of a new construction house.
1. SURVEYOR’S CERTIFICATE/REAL PROPERTY REPORT
New construction house
For financing with progressive disbursements, a foundation real property report/survey/surveyor’s certificate (“Foundation survey”), must be obtained before the first disbursement as confirmed in your Opinion Undertaking and Request for Disbursement (Preliminary Report). You must ensure that the Foundation survey may be used for mortgage financing purposes. However, when first disbursement is advanced to purchase the land without improvements, a foundation survey is not required. It is required on or before the date that the construction work has begun, which is prior to the second disbursement, and must be described in the revised Opinion, Undertaking and request for Disbursement. At the end of the construction, an as built real property final report/final survey/final surveyor’s certificate (“As built survey”) with improvements must be obtained before the last disbursement.
In the absence of a Foundation survey you may purchase or arrange for a title insurance policy in favor of the Bank with one of our providers listed in Appendix 1 of the General Instructions, on or before the date of the first disbursement, or on or before date of the second disbursement, if the first disbursement is advanced to purchase the land.

For a new construction with single disbursement only the As built survey is required.
If title insurance policy is not to be obtained, by disbursing the last disbursement to the borrower you confirm that you have obtained and verified the As built survey. You must ensure that the As built survey discloses no irregularity that might affect our security. If the As built survey discloses an irregularity, you must inform us by sending a revised Opinion, Undertaking and Request for Disbursement before the disbursement, or the last disbursement in case of a progressive disbursement, and describe the corrective measures that will be applied as required by the General Instructions.
Renovation or other improvements:
An update of the As built survey must be obtained before the last disbursement if there is any structural change to the Property. By disbursing the funds to the borrower you confirm that you have obtained and verified the update of the As built survey. You have to make sure that the update shows no irregularity that might affect our security. If the update does disclose an irregularity, you must inform us before the last disbursement and send us a revised Opinion, Undertaking and Request for Disbursement and, described the corrective measures that will be applied or details of the title insurance policy as the case may be and as required by the General Instructions.
2. SEPTIC TANK/SYSTEM
Notwithstanding what is indicated in the General Instruction, if the property is not supported by municipal infrastructure, you must obtain a written response from the applicable governmental authorities confirming that the septic system meets the standards and norms set by the applicable governmental authorities for such systems. In the absence of such a written response, title insurance may be obtained in accordance with the conditions set out in the General Instructions. You must confirm that you have obtained this written response or title insurance in your Opinion, Undertaking and Request for Disbursement.
3. NEW HOME WARRANTY
For the financing of a new construction of a residential house to be registered under a new home warranty plan, the first disbursement should not be paid out until you have obtained the enrolment numbers for the builder and for the property being constructed. Final disbursement should not occur until you have obtained a new home warranty certificate. Please do not submit these certificates to us but keep them in your file.
4. INSURANCE
You must ensure that the Bank is insured against damage to the property while under construction, for full appraised completion value. The insurance can be in the form of an insurance policy purchased by the builder or an insurance policy applicable for self builds and purchased by the borrower. In either case, the Bank must be named first loss payee.
Once construction is completed, and prior to the last disbursement, you must make sure that the Property is covered by fire and extended coverage insurance, as specified at section 7 of the General Instructions.
5. DISBURSEMENTS AND HOLDBACKS
Disbursements
Please refer to the Specific instructions to find out the number and conditions of disbursements. We will send you a “Confirmation of Disbursement” (F.11354-SAP-002) at each disbursement. If the disbursement of funds is not done through you, we will disburse only when we receive your duly completed Opinion, Undertaking and Request for Disbursement.
For the first disbursement, please advise the Borrower to inform you regarding the date of the first disbursement and confirm it in your Opinion, Undertaking and Request for Disbursement. When the amount of the disbursement is determined based on the progress of the work, please check the box “Based on the progress of the work”.
We will inform the Borrower of the expected number of disbursements. Please remind the Borrower to contact us to arrange for each inspection, according to the expected number of disbursements.
Holdbacks

We will advance the full amount of each disbursement to your trust account. You are required to retain in your trust account, unless arrangements have been otherwise made, the builders’/mechanics’ construction lien holdback amount required by the province in which the property is located. The holdback should be retained in your trust account in a cumulative way, at each disbursement. In the provinces in which there is a statutory requirement placed upon the owner to create a holdback account, ensure that the Borrower created such an account and deposited the holdback amount to the account.

Holdbacks are not required if:
· the disbursement is for the purchase of the mortgaged land

· the disbursement is for an equity take-out against the mortgaged property

· the disbursement is for the payout of an existing mortgage on the mortgaged property

· the disbursement is for the purchase of an existing property that is subject to renovation or other improvement

· the disbursement is for the delivery of a factory built (prefabricated, manufactured, panelized, or modular home), but not the installation. For clarity, in New Brunswick, installation of a factory built will require holdbacks. 

The Specific instructions will indicate whether the disbursement is for one of these purposes.

A certificate of completion of work/certificate of possession or a final inspection (or similar certificate or evidence of completion as required under applicable builders lien legislation) attesting of the completion of work is required in order to fully release the funds as indicated in the Specific Instructions. 
The Specific instructions will indicate whether the Bank agrees that the certificate of completion of work be used instead of a final inspection or any other evidence of completion. If such is the case, you must keep such evidence of completion in your file without sending it to us. 

Final inspection

The Bank will confirm receipt of the final inspection by transmitting a Confirmation of Disbursement to you.

Certificate of completion of work/certificate of possession or a final inspection (or similar certificate or evidence of completion as required under applicable builders lien legislation)

Please refer to the instructions outlined in the Specific instructions.

End of holdbacks

At the time of the last disbursement, we will provide you with a date to calculate the end of the holdback period in the Confirmation of Disbursement. Such date will be provided to you for information purposes only and we rely on you to determine the appropriate date that must be used to calculate the end of the holdback period. You may release the holdback at the expiry of the relevant lien period and upon you completing all the searches that you deemed necessary to confirm that no liens that could have priority over the mortgage of the Bank have been registered. You must also ensure that all the conditions have been met, including obtaining all the documents required in our instructions such as the Built survey. The holdback may be released, only once all these conditions have been met. You must notify us of any situation, to your knowledge that could justify the extension of the holdback period.

Mortgage indebtedness on vacant lands

When the initial disbursement is granted on the net value of the land, as outlined in the Specific instructions, you must confirm, if applicable, the existence of mortgagees to write off under section 2 of your Opinion, Undertaking and Request for Disbursement.

Specific instructions for holdbacks in New-Brunswick
For any partial release for completion of subcontract the Form 8 - Certificate of Completion of Subcontract must be signed by the owner and the contractor (or payment certifier, if there is one). Partial release for completion of a subcontract may be done 60 days after the certificate of completion of subcontract was signed (or the date of declaration of completion is made).

To release the full or balance of the 10% holdback after Substantial Completion of the main contract, the
Form 7 - Certificate of Substantial Performance of the Contract must be signed by the owner and contractor (or payment certifier, if there is one).  Release of the full 10% after Substantial Completion of the main contract may be done 60 days after the Form 7 is signed and dated by all parties.

Release of all holdback funds may be done 60 days after the contract is completed, abandoned or terminated. In all cases, you must complete a lien search to show that all relevant liens have been extinguished, discharged or otherwise provided for according to the Construction Remedies Act.

The Specific instructions will indicate whether the Bank agrees that the certificate of completion of work be used instead of a final inspection or any other evidence of completion. If such is the case, you must keep such evidence of completion in your file without sending it to us. Form 7 - Certificate of Substantial Performance of the Contract & Form 8 - Certificate of Completion of Subcontract are required.

6. CONDITIONS PRECEDENT TO THE RELEASE OF FUNDS IN YOUR TRUST ACCOUNT
Every time you release funds deposited by the Bank in your trust account, you must complete all the searches that you deem necessary to confirm that no liens that could have priority over the mortgage of the Bank have been registered.
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