4561. 1
Appendi x 36

ATTACHVENT B
REGULATORY AGREEMENT ADDENDUM FOR SUBSI DI ZED PRQIECTS

(I'nclude this Addendumin the Regul atory Agreenent of any coi nsured project
whi ch receives Section 236 |Interest Reduction Subsidies or which has a
Section 8 Housing Assistance Paynment Contract, Rent Suppl enment Contract,
Rent al Assi stance Paynent Contract, or any other contract between the Omer
and the Secretary, or the Omer and a PHA Contract Admi nistrator, and which
commits the Secretary to provide nonthly rental assistance paynents to the
Omner on behalf of eligible tenants. Such contracts are referred to herein
as Tenant Assistance Paynents Contracts.

Proj ect Nane

FHA Proj ect Number

The Omner further agrees:

1. That any Tenant Assistance Paynent Contract for this Project is hereby
incorporated in this Agreement and that a default under any Tenant
Assi stance Paynents Contract nmay constitute a default under this
Agr eenent .

2. To conply with all terms and conditions of the applicabl e Tenant
Assi stance Paynment Contract.

3. In conducting marketing activities, to take affirmative action to
attract the racial and economic mx specified in the project's
Affirmative Marketing Pl an.

4. To adnit tenants to the project only in accordance with applicable
regul ations and the Secretary's admnistrative instructions.

5. To take the following actions for units which will be occupi ed by
subsi di zed tenants. (In case of units assisted under the Section 8
Moderate Rehabilitation Program itens b, ¢, d and h will be perforned
by the PHA Contract Admi nistrator.)

a. Require each applicant to conplete an application form which
contains the information required by the Secretary and by sound
property managenent practices

b. Determine eligibility for adm ssion to the project and conti nued
occupancy in accordance with applicable Federal |aw and the
regul ati ons and admini strative requirenments adopted by the
Secretary pursuant thereto.

c. Verify, in accordance with the requirenents of the Secretary, all
i nformati on on which the determ nation of eligibility and/or the
calculation of the tenant's rent will be based.
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"ldentity-of-interest"” means any rel ationship which would give the
Omner or its Managenment Agent control or influence over the price
paid to an individual or business supplying goods and/or services
to the project. An identity-of-interest is construed to exist when
any of the situations |isted bel ow exi st.

a. when (1) the Project Omer or Managenent Agent; or (2) any officer
or director of the Project Omer or Managenent Agent; or (3) any
person who directly or indirectly controls 10 percent or nore of
the voting rights or directly or indirectly ows 10 percent or
nore of the Project Omer or Managenent Agent; is also (1) the
contractor, subcontractor or supplier or (2) an officer or
director of the contractor,, subcontractor or supplier; or (3) a
person who directly or indirectly controls 10 percent or nore of
.the contractor's, subcontractor's or supplier's voting rights or
directly or indirectly ows 10 percent or nore of the contractor
subcontractor or supplier

b. when (1) the Project Oaner; or (2) any officer or director of the
Project Owmer; or (3) any person who directly or indirectly
controls 10 percent or nore of the voting rights or directly or
indirectly owns 10 percent or nore of the Project Oaner; is also
(1) an officer or director of the Managenent Agent; or (2) a
person who directly or indirectly controls 10 percent or nore of
the Managenment Agent's voting rights or directly or indirectly
owns 10 percent or nore of the Managenent Agent.

For purposes of this definition, the term"person" includes any

i ndi vi dual , partnership, corporation, or other business entity. Any
ownership, control or interest held or possessed by a person's spouse,
parent, child, grandchild, brother or sister shall be attributed to
such person

"Mortgage" includes "Deed of Trust," "Uniform Comercial Code Security
Instrunent," and any other security for the Note identified herein
that is endorsed for nortgage insurance by the Secretary.

"Mortgaged Property" includes all real and personal property covered
by the nortgage or nortgages securing the note endorsed for insurance
by the Secretary.

"Not e" neans the note which is secured by the Mrtgage and which is
endorsed for nortgage insurance by the Secretary.

"Project" includes the nortgaged property and all of its assets.

"Secretary" refers to the Secretary of the Departnent of Housing and
Ur ban Devel opment .

"Surplus Cash" nmeans any unrestricted cash remaining after:



a. the paynent of:
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(1) all sunms due or currently required to be paid under the
terns of any nortgage or note coinsured by the Secretary;
(2) all anpunts required to be deposited in the Reserve for
Repl acenents; and
(3) all obligations of the project other than the coinsured
nmort gage unl ess funds for paynent are set aside or
def ernment of paynent has been approved by the Mortgagee;
and
b. the segregation and recordi ng of:

(1) an ampunt equal to the aggregate of all special funds
required to be naintained by the project; and

(2) an amount equal to the project's total liability for tenant
security deposits.

In conmputing Surplus Cash as defined above, the Owmer nust follow the
adm ni strative requirenents prescribed by the Secretary.

OBLI GATI ONS OF OANER

The Omer agrees to do the foll ow ng.

1. Establish and nmaintain a Reserve for Replacenents to cover the cost
of maj or replacenents.

a.

Owmner agrees to nake an initial deposit of $ * wWith
the Mortgagee on the date that the insured Mortgage | oan
proceeds are disbursed. Oaner agrees to nake nonthly deposits
to the Reserve in the ampunt of $ comrenci ng on the
date that anortization is scheduled to begin and conti nui ng
each nonth thereafter, unless the Mrtgagee establishes a
different ampbunt in accordance with the Secretary's

adm ni strative requirenents. Omner agrees to make the Reserve
deposits on the first day of each nonth. The anount of the
mont hly deposit nmay be increased or decreased fromtine to tine

wi t hout amendi ng this Agreenent.

The Reserve for Replacenments will be held by the Mrtgagee or
by a safe and responsi bl e depository designated by the

Mort gagee. Such Reserve shall at all tinmes remain under the
control of the Mortgagee.

Omner acknow edges that, in order to prevent or cure a default,
the Mortgagee may, in accordance with the Secretary's

admi ni strative procedures, use Reserve Funds to pay anounts
due under the Mdrtgage. |If the Mrtgage debt is accel erated



pursuant to a default under the Mrrtgage, the Omer agrees that
the Mortgagee may apply the balance in such Reserve to the
anount due on the nortgage debt, as accel erat ed.

* Applies only to projects with 223(f) coinsured | oans.
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d. Omner agrees to analyze the adequacy of the Reserve for
Repl acenent s when and as required by the Mrtgagee. |f the
Mort gagee determ nes, in accordance with the adninistrative
requirenents of the Secretary, that a higher nonthly deposit is
needed to ensure the future adequacy of the Reserve, Oaner agrees
to increase the nonthly deposit as directed by the Mrtgagee.

e. Omer agrees to direct the Murtgagee to invest the Reserve for
Repl acenents only in accordance with the adnministrative
requirenents of the Secretary. All earnings of the Reserve nust
accrue to the benefit of the project. At the option of the Oaner,
such earnings may be deposited in the Reserve for Repl acenments or
in the project operating account. Ampunts earned on investnents
are not a substitute for the regular nonthly deposits required by
Paragraph B.1.a. of this Agreenent.

2. a. Request and inplenent rent increases only as provided next to the
boxes checked bel ow. (See instructions at the end of this appendi x
and check appropriate box or boxes):

(1) Omner may adjust rents for all unsubsidized units
wi t hout obtaining the | ender's approval

(2) HUD (or the Public Housing Agency (PHA) Contract
Adm ni strator in the case of projects assisted under
the Section 8 Moderate Rehabilitation Program will
adjust rents for units receiving Section 8 assistance
as provided in the HAP Contract and the Secretary's
regul ati ons and admi ni strative procedures.

(3) Omner must obtain the lender's witten approval for
any rent increase. Rents will be processed in
accordance with the Secretary's regul ati ons and
admi ni strative procedures, using the

(a) Cost Approach (See Paragraph 7-5.a. of HUD
Handbook 4566.1.)

(b) Mar ket Approach (See Paragraph 7-5.b. of
HUD Handbook 4566. 1.)

b. For units receiving Section 8 assistance, obtain the Secretary's
witten approval of charges for facilities and services of the
project not included in rent.



For projects built exclusively for the elderly and handi capped,
obtain the Lender's witten approval of charges for facilities
and services of the project not included in rent. Lender will
revi ew and approve such charges according to the Secretary's
regul ati ons and admini strative procedures.
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Not permit any part of the project to be rented for transient or
hotel purposes. The termrental for transient or hotel purposes
neans (1) rental for any period | ess than 30 days; or (2) any
rental, if the occupants of the housing acconmodati ons are

provi ded customary hotel services, such as room service for food
and beverages, mmid service, furnishing and | aundering of |inens,
or bel |l boy service.

Rent comercial facilities only in accordance with applicable
regul ati ons and other administrative requirenments of the Secretary
and upon such terns as approved by the Mortgagee.

If the Mortgagee has approved rents based on a cost approach
notify the Mortgagee when State or |ocal governnent action causes
a reduction in property taxes, utilities or other project expenses.
If the Mdrtgagee determines that the reduction in those expenses
is not offset by an increase in other expenses or by an increase
in deposits to the Reserve for Repl acenents, the owner agrees to
reduce rents accordingly. The Omer agrees to provide the

Mort gagee sufficient information to nake the determ nation

di scussed in this paragraph. The Omer agrees to reduce the rents
within sixty days of the date of the Mirtgagee's directive to do
so.

otain the Mortgagee's witten approval before |easing the project
or any part of it for other than individual apartment units.

Deposit all rents and other receipts of the project in the nane of
the project in accounts which are fully insured as to principa

by an agency of the Federal government. Project funds in excess
of those needed to neet short-term project operating expenses may
be invested in accordance with the adninistrative requirenents

of the Secretary.

Use project funds only to:

(1) pay anounts required by the Mrtgage;

(2) make required deposits to the Reserve for Repl acenents;

(3) pay reasonabl e expenses necessary to the operation and
mai nt enance of the project;

(4) pay distributions of Surplus Cash pernitted by Paragraph B.4.a



of this Agreenent; and

(5) repay owner advances authorized by the Secretary's
adm ni strative procedures.

Project funds may not be used to liquidate liabilities related to
the construction of the project, other than the nortgage, unless
the Mortgagee authorizes such use.
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c. Any Omner receiving funds of the project other than through
distributions pernitted by Paragraph B.4.a. of this Agreenent
nmust i mredi ately deposit such funds in the project bank account
and failing so to do nmust hold such funds in trust. Any Oaner
receiving property of the project in violation of this Agreenent
must i medi ately deliver such property to the project and failing
so to do nust hold such property in trust. At such time as the
Omners nust have | ost control and/or possession of the project,
all funds held in trust nust be delivered to the nortgagee to
the extent that the nortgage indebtedness has not been sati sfied.

d. Deposit and maintain residents' security deposits in a trust
account separate and apart fromall other funds of the project.
This trust account nust be held in the name of the project and
the balance in the account nust at all tinmes equal or exceed
the project's liability for residents' security deposits. The
Omner must comply with any State or local |aws regarding investnment
of security deposits and distribution of any interest or
ot her inconme earned thereon. Any earnings received fromthe
i nvestment of security deposits nmust accrue to the benefit of
the project or the project residents.

a. Make, or receive and retain, distributions of cash or other assets
of the project only as authorized by this Agreenent.

(1) Distributions may be paid only from Surplus Cash which
exi sted as of the end of a sem -annual or annual fisca
period. The Oaner rnust conpute distributions in accordance
with the Secretary's adm nistrative requirenents

(2) The first fiscal period' s distribution may not be paid
until construction has been conpleted and the nortgagee
has received any required cost certification

(3) Distributions may be paid only after the end of the
fiscal period in which the Surplus Cash is generated.

(4) No distribution may be paid from borrowed funds or when
paynents due under the Note, Mortgage or this Agreenent
have not been nade.



(5)

If any of the conditions |listed bel ow apply, the Oaner
may distribute Surplus Cash only after obtaining the
Mortgagee's witten approval to do so.

(a) The Owner has not satisfactorily responded to
any nortgagee managenent review, physical inspection
report, annual financial statenent
correspondence or any other correspondence
whi ch requires corrective action and whi ch was

6/ 85

Page 6

4561. 1
Appendi x 36

**|f the
project is
subsi di zed
by HUD,
obtain this
anount from
appl i cabl e
HUD
regul ati ons

received at | east 30 days prior to the end of
the fiscal period for which the surplus cash
computation i s made.

(b) The project has significant uncorrected physica
defi ci enci es.

(c) There is a default under this Agreenent.

Limt distributions in any one fiscal period to the anpunt
speci fied bel ow and cal cul ate distributions in accordance
with the adm nistrative requirenments of the Secretary.

(1) No distributions are pernitted on projects owned by
non-profit entities.

(2) On projects owned by limted-distribution entities,
di stributions may not exceed the | esser of
Surplus Cash available at the end of the prior fisca
period or the distributions earned and unpaid as of
the end of the prior fiscal period. Distributions
will be earned annually at the rate of __ ** %
of the initial equity investnent.

(3) On projects owned by profit-notivated entities not
covered by paragraph B.4.b.(2), distributions may be
paid up to the amount of Surplus Cash generated during
the prior fiscal period.

Deposit the follow ng anobunts with the Mortgagee within sixty
days after the end of each annual or sem -annual fiscal period
in which Surplus Cash is generated. The funds deposited
pursuant to this Paragraph are referred to as Residua

Recei pts. The Residual Receipts nust at all tines remain
under the control of the Secretary, who will have the power
and authority to direct how the Residual Receipts, or any part
thereof, may be used.

(1) On projects owned by non-profit entities, all surplus
cash.



(2) On projects owned by limted-distribution entities, any
surplus cash remaining after paynent of distributions
aut hori zed by Paragraph B.4. of this Agreenent.

(3) No deposit is required on projects owed by other
profit-notivated entities.

b. Use Residual Receipts only for the purposes for which the
Secretary authorizes their withdrawal

c. Invest the Residual Receipts in accordance with the
adm ni strative requirenents of the Secretary and add all
earni ngs on such investments to the Residual Receipts Account.
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6.

Mai n

tain the nortgaged property in good repair and condition and

pronptly conpl ete necessary repairs and mai ntenance as required by the

Mor t

a.

gagee.

Assure that all project expenses are reasonable in anmount and
necessary to the operation of the project.

Conply with the Secretary's adm nistrative requirements regarding
paynment and reasonabl eness of managenent fees and allocation of
managenment costs between the managenent fee and the project
account.

Not obligate the project to pay for costs other than those
reasonabl e and necessary to the operation and nmai nt enance of the
proj ect ;

Pur chase goods and services fromidentity-of-interest individuals
or conpanies only if the charges | evied by those individuals

or conpanies are not in excess of the costs that would be incurred
in making arms-1ength purchases on the open nmarket.

Exert reasonable effort to take advantage of avail able di scounts
and credit the project with all discounts, rebates or conm ssions
received with respect to purchases, service contracts and other
transacti ons nade on behal f of the project.

otain contracts, materials, supplies and services, including the
preparati on of the annual audit, on ternms nmpbst advantageous to the
project and at costs not in excess of anounts ordinarily paid for
such contracts, materials, supplies and services in the area in
whi ch such services are rendered or supplies and nmaterials

furni shed.

Solicit oral or witten cost estinates as necessary to assure
compliance with the provisions of this paragraph and docunent the
reasons for selecting other than the | owest estimate. Miintain
copi es of such docunentation and nmake such docunentation avail abl e



for inspection during normal business hours.

8. Require any purchaser to assune all of the Oaner's obligations under
this Agreement and any Tenant Assistance Paynments Contract.

9. Comply with the Secretary's adm nistrative procedures for Previous
Participation O earance and Transfers of Physical Assets.

10. pbtain the the Secretary's and the Mortgagee's witten approval before
engagi ng, except for natural persons, in any business or activity,
i ncluding the operation of any other project.

11. Obtain the Mirtgagee's witten approval before:
a. conveying, assigning, transferring, encunbering or disposing of any

legal interest in the project including rents and security
deposits;
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b. renodeling, adding to, reconstructing, or denolishing of any part
of the project;

c. undertaking sel f-managenent, contracting for nmanagenment services
or paying, or incurring any obligation to pay, fees for managenent
servi ces;

d. paying, or incurring any obligation to pay, conpensation
(i ncluding wages, supervisory fees or salaries) to thenselves, or
to any officers, directors, stockholders, trustees, partners,
beneficiaries under any trust, or to any of their nom nees; or

e. permtting the use of the dwelling accommbdati ons for any purposes
except the use which was originally intended or pernmtting
comrerci al use greater than that approved by the Mrtgagee.

12. Resign or withdraw fromthe project only after the Mrtgagee has
approved a substitute Omer. Resignation or withdrawal fromthe
project prior to the Mortgagee approving a substitute Owmer wll be
consi dered abandonnment and will place such Omer in default under this
Agr eenent .

13. Provide for managenent satisfactory to the Mortgagee and the
Secretary; execute a witten nmanagenent agreenent w th any nmanagenent
agent; assure that all contracts and managenent agreenents neet the
Secretary's requirenents; and deliver to the Mrtgagee such
informati on and certifications regardi ng project nanagenent as the
Secretary may require

a. Include in any contract entered into on behalf of the project a
provi sion that the Mrtgagee or HUD nay term nate the contract
without penalty and with or without cause, effective 30 days after
the notice of the Mortgagee's or Secretary's desire to terninate
is mailed or otherw se delivered to the contractor. The Oaner



agrees to mail such notice within seven days of receipt of the
Mortgagee's or Secretary's request to do so. owner al so agrees
to i medi ately make arrangenents for providi ng new managenent
satisfactory to the Mortgagee and the Secretary.

b. The Owmner agrees that the following clause will be included in
any contract entered into with an identity-of-interest individua
or business for the provision of goods or services to the project:
"Upon request of the Mortgagee or (Name of Oaner or Managenent
Agent), (nane of Managenment Agent, Contractor or Supplier) wll
nake available to the Mrtgagee, at a reasonable tinme and pl ace,
its records and records of identity-of-interest conpanies, which
relate to goods and services charged to the project. Records and
information will be sufficient to pernmt the Mrtgagee to
determine the services perfornmed, the dates perforned, the
| ocation, the tinme consuned in providing the service, the charges
made for materials, and the per unit and total charges |evied for
said service." The Omer agrees to request such records within
seven days of receipt of the Mdirtgagee's or HUD s request to do
So.
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14.

15.

16.

17.

Establi sh and mai ntain the books and accounts of the nortgaged
property in accordance with the requirenents of the Secretary and
the Mortgagee. Such books and accounts nust be kept current and

in such formas to pernmt a speedy and effective audit. Such books
and accounts nust be maintained for such periods of tinme as may be
prescribed by the Secretary and the Mot gagee.

Permt the Secretary, the Inspector General of HUD, the Conptroller
General of the United States, the Mirtgagee and their authorized
agents to inspect the project's property, equipnent, buil dings,

pl ans, offices, apparatus, and devi ces, books, accounting records,
contracts, documents and papers during reasonabl e busi ness hours.

a. Wthin 60 days following the end of each fiscal year, furnish the
Mort gagee and the Secretary with a financial report on the
project's operations unless the Mrtgagee authorizes the Omer to
submit the report on a later date. The Omer agrees that the
report will be prepared, signed and certified in accordance with
the requirenents of the Secretary and the Mrtgagee.

b. If the Ower fails to subnit its annual financial report within
sixty days of the due date or any other date as nay be agreed to
inwiting by the Mortgagee, the owner agrees that the Mrtgagee
may retain a certified public accountant to prepare the report on
behal f of the Omer and that the cost of such report will be a
proj ect expense. The Myrtgagee may do so only after giving the
Omner 30 days witten notice of its intent to do so.

Upon request, the Omer nust furnish the Mortgagee with operating



budgets, occupancy, accounting and other reports; properly certified
copi es of mnutes of nmeetings of the directors, officers,

st ockhol ders, or beneficiaries of the nortgagor entity; and specific
answers to questions raised fromtine to tinme by the Mrtgagee
regardi ng i ncome, expenses, assets, liabilities, contracts,
operations, actual cost of repairs and inprovenents, disposition of
nortgage funds, conditions of the project and the status of the

nmort gage. The Omner must furnish a response to the Mrtgagee's
managenment revi ew reports, physical inspection reports and witten

i nquiries regardi ng annual or nonthly financial statenents no |ater
than 30 days after receipt of the Mdrtgagee's report or inquiries.

Notify the Mortgagee in witing within five days after instituting
litigation seeking recovery, equitable relief, or defense to
litigation, excluding litigation related to individual resident
evictions. The Owmer nay use project funds to pay for such litigation
only if the Mortgagee authorizes, or a court directs, the Owmer to do
so.

a. Refrain fromutilizing criteria or tenant selection practices that
discrimnate against any fam |y because of the sex of the
househol d head, or because there are children in the fanily,
unl ess the project was designed primarily for occupancy by the
el derly.
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b. Comply with the provisions of Title VIII of the Cvil R ghts Act
of 1968, as anended, and any regul ations or adnministrative
procedures issued pursuant thereto. These |laws and regul ati ons
prohibit discrimnation in the rental or financing of housing on
the basis of race, color, national origin, religion (creed), or
sex. Omner agrees to adm nister the project and rel ated
activities in a manner to affirmatively further fair housing.

The Omner al so agrees to conply with sinmilar State and local fair
housi ng | aws and ordi nances.

c. Conply with the provisions of Executive Oder 11063 on Equa
Qpportunity in Housing and all regul ations issued pursuant
thereto. This order and related regul ati ons prohibit
discrimnation on the basis of race, color, religion (creed),
national origin, or sex in housing and related facilities
provi ded t hrough Federal financial assistance.

d. Not discrimnate on the basis of race, color, religion (creed),
nati onal origin, or sex against any enpl oyee or applicant for
enpl oynent. Owner agrees to include a provision to this effect
in any contract or subcontract executed for project repairs and
i mprovenents, and to conply with the provisions of Executive
Order 11246 and Title 41 CFR Chapter 60, when applicable to such
contracts.



20.

21.

22.

23.

| ssue shares of capital stock or beneficial certificates of interest,
as applicable, only in the nunmber and form approved by the Mortgagee.

Whet her or not the Omner or the individuals conprising the ownership
entity assune personal liability for paynents due under the Note and
Mortgage or for paynments to the Reserve for Replacenents, these
individuals remain |liable under this Agreenent with respect to these
matters:

a. for funds or property of the project which come into their hands
and which they are not entitled to retain; and

b. for their own acts and deeds or acts and deeds of their authorized
agents that are in violation of the provisions of this Agreement.

Refrain from executing any docunent whi ch contains provisions that
contradi ct or oppose the provisions of this Agreenent unless the
Mort gagee approves that docunent. |f the Omer executes such a
docunent without the prior witten approval of the Mrtgagee, this
Agreenent will be controlling as to the rights and obligations which
it sets forth

The invalidity of any clause, part or provision of this Agreenent
shall not affect the validity of the remaining portions thereof.
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C

Rl GHTS OF THE MORTGACGEE AND SECRETARY

1. If the Omer violates any provisions of this Agreenment, the
Mort gagee or Secretary may send the Omer witten notice of such
violation by registered or certified mail. |f such violation is

not corrected to the satisfaction of the Mortgagee or Secretary
(whi chever party issued the notice of violation) within 30 days
after the date such notice is nmailed or within such further tine as
the Mortgagee or Secretary, as applicable, establishes in witing,
wi thout further notice the Mdrtgagee or Secretary, as applicable
may initiate any of the follow ng actions.

a. Wth the prior witten approval of the Secretary, declare the
whol e i ndebt edness due and payable and then, if the
i ndebt edness is not satisfied, proceed with foreclosure of the
nor t gage

b. Collect all rents and other operating receipts of the project
and use such collections to pay the Owmer's obligations under
this Agreenment and under the Note and Mortgage and the
necessary expenses of maintaining and operating the project.

c. Take possession of the project, bring any action necessary to
enforce any rights of the Ower related to operation of the
project, and operate the project in accordance with the terns



of this Agreenent until such tine as it determnes that the
Owmer is again in a position to operate the project in
accordance with the terms of this Agreement, the Note and the
Mor t gage.

d. Apply to any court, State or Federal, for specific perfornmance
of this Agreenent, for an injunction against any violations
of this Agreenment, for the appointnment of a Receiver to take
over and operate the project in accordance with the ternms of
the Agreement, or for such other relief as may be appropriate,
given the nature of the default and the damage resulting from
the default.

e. Wth the prior witten approval of the Secretary, assess the
owner for the cost of reasonable attorney, audit and other
fees incurred in enforcing conpliance with this Agreenent.

2. The damage to the project as a result of Owmer's breach of its
duties and obligations under this Agreement will include, but not
limted to, the anpbunts specified below Any damages coll ected or
recovered by the Mdrtgagee or the Secretary will be payable to the
proj ect account established under Paragraph B.3.a. above.

a. In the case of unauthorized distributions of project funds
or project assets, the damages will be the anmount of the
unaut hori zed distributions plus interest fromthe date the
di stribution was nade.
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b. In the case of failure to provide nmanagenent satisfactory to

Mort gagee and the Secretary, the damage will be the cost to
the project resulting fromsuch failure.

cC. In the case of willful or negligent failure to maintain the
project in appropriate physical condition, the danage wl |
be the cost of the repairs required to return the project to
decent, safe, and sanitary condition

d. In the case of incurring costs significantly in excess of
anounts ordinarily paid, the damage will be such excess costs.

IN WTNESS WHEREOF, the parties hereto have set their hands and seal s
on the date first herein above witten.

WARNI NG 18 U. S.C. 1001 provi des, anong other things, that whoever
knowi ngly and willingly nmakes or uses a docunent or witing containing
any false, fictitious, or fraudulent statenent or entry, in any matter
within the jurisdiction of any departnent or agency of the United States,
shall be fined not more than $10,000 or inprisoned for not nore than
five years, or both.

12 U.S.C. 1715z-4 provides in part: "Woever, as an owner of a



property which is security for a nortgage (covering multifanmly housing,
as defined in the regulations of the Secretary) or as a stockhol der
beneficial owner...trust ... or as an officer, director or agent of any
such owner (1) willfully uses or authorizes the use of any part of the
rents or other funds derived fromthe property covered by such nortgage in

violation of a regulation... (2) willfully and knowi ngly uses or authorizes
the use, while such nortgage is in default, or any part of the rents or
expense ... shall be fined not nore than $5,000 or inprisoned not nore than

three years or both."

OMNNER
/ / Seal BY B
Dat e
W TNESS
BY I
Dat e
MORTGAGEE
BY T
Dat e
ACKNOALEDGEMENT OF MORTGAGOR AND MORTGAGEE
(I'n accordance with Formin State where property is | ocated)
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ATTACHVENT A
Proj ect Nane:
FHA Project No.:
Provi de | egal description of the project.
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ATTACHVENT B

REGULATORY ACGREEMENT ADDENDUM FOR SUBSI DI ZED PROJECTS



(I'nclude this Addendumin the Regul atory Agreenent of any coi nsured project
whi ch receives Section 236 |Interest Reduction Subsidies or which has a
Section 8 Housing Assistance Paynment Contract, Rent Suppl ement Contract,
Rent al Assi stance Paynent Contract, or any other contract between the owner
and the Secretary, or the Owmer and a PHA Contract Administrator, and which
commits the Secretary to provide nonthly rental assistance paynents to the
Onner on behalf of eligible tenants. Such contracts are referred to herein
as Tenant Assistance Paynments Contracts.

Proj ect Nane

FHA Proj ect Nunber

The Omner further agrees:

1. That any Tenant Assistance Paynent Contract for this Project is hereby
incorporated in this Agreenment and that a default under any Tenant
Assi stance Paynents Contract nmay constitute a default under this
Agr eenent .

2. To conply with all ternms and conditions of the applicable Tenant
Assi st ance Paynment Contract.

3. In conducting marketing activities, to take affirmative action to
attract the racial and economic mx specified in the project's
Affirmative Marketing Plan.

4. To adnmit tenants to the project only in accordance with applicable
regul ati ons and the Secretary's administrative instructions.

5. To take the following actions for units which will be occupi ed by
subsi di zed tenants. (In case of units assisted under the Section 8
Moderate Rehabilitation Program itens a through e, h, j and k will be
performed by the PHA Contract Adm nistrator.)

a. Require each applicant to conplete an application form which
contains the information required by the Secretary and by sound
property managenent practices

b. Deternine eligibility for admission to the project and continued
occupancy in accordance with applicable Federal |aw and the
regul ations and adm nistrative requirenents adopted by the
Secretary pursuant thereto.

c. Verify, in accordance with the requirenents of the Secretary, all
i nformati on on which the determi nation of eligibility and/or the
calculation of the tenant's rent will be based
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d. Prior to admtting an applicant at a subsidized rent, conplete a
certification of tenant eligibility in a formprescribed by the
Secretary.



e. 1In selecting anong eligible applicants, establish only priorities
and preferences permtted by the Secretary, adhere to preferences
and priorities mandated by the National Housing Act or the
Secretary's administrative requirenments and seek to obtain the
soci al and economic m x specified by the National Housing Act, or
regul ations issued pursuant thereto, any Tenant Assistance Paynent
Contract or the admi nistrative procedures of the Secretary.

f. For each tenant, execute a | ease which conplies with the
requirenents of the Secretary and assign unit sizes in accordance
with the admi nistrative requirenents of the Secretary.

g. Collect tenant security deposits only in anbunts perm tted under
applicable regul ations and the Secretary's adm nistrative
procedures. Distribute any earnings received fromthe investnent
of security deposits only in accordance with applicable
regul ati ons and the Secretary's adm nistrative procedures.

h. Recertify tenant eligibility at intervals required by the
Secretary and adjust tenants' rents in accordance with the
requirenents of the Secretary.

i. Termnate a tenant's occupancy only in accordance with the
applicable regul ati ons, the Secretary's administrative
requi renents and applicable federal, state and | ocal |aws.

j. Retain all documentation and forns required by the Secretary for
at |l east three years

k. Pronptly respond to the Secretary's occupancy review reports and
i mpl ement actions to correct deficiencies noted by the Secretary.

To conply with the provisions of Section 504 of the Rehabilitation Act
of 1973, the Age Discrimination Act of 1975 and all regul ations

i npl ementing these | aws which prohibit discrinmination on the basis of
an applicant's or tenant's handi cap or age.

To provide mnorities, wonen and socially and econonically
di sadvant aged firns equal opportunity to participate in project
procurenent and contracting activities.

To conply with Section 3 of the Housi ng and Devel opnent Act of 1968
and the regul ations inplenmenting this | aw by nmaking training,

enpl oynent and contracting opportunities available, to the greatest
extent feasible, to |ower-incone project area residents and snal |
busi nesses.

On projects receiving Section 236 Interest Reduction Subsidies, to
remt to the Secretary on or before the tenth of each nonth the anount
by which nonthly rental collections exceeds the nonthly basic rent
potential approved by the Secretary. The renittance nust be
cal cul ated on, and accomnpani ed by, a form prescribed by the Secretary.
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I NSTRUCTI ONS FOR COVPLETI NG PARACGRAPH B. 2. a. OF THE REGULATORY AGREEMENT

Read only Section A or B.

Find the one line that applies to your project and follow the

instruction for that |ine.

Type of Project:

A 221(d)(3)

1.

3.

Wth all units assisted under
Section 8 New Construction,
Substanti al Rehabilitation or
Moder at e Rehabilitation Program

Wth sone units assisted under
Section 8 New Construction or
Substantial Rehabilitation

or Moderate Rehabilitation
Program

Al others

B. 221(d)(4)

1.

Unsubsi di zed and financed with

t ax- exenpt bonds (applies only
if lender determnines that

regul ation of rents is necessary
to conply with the internal
Revenue Code or State |aw)

O her Unsubsi di zed

Wth Loan Managenent Set-Aside
Section 8 Contract

Wth all units assisted under
Section 8 New Construction,
Substantial Rehabilitation or
Moder ate Rehabilitation Program

Wth sone units assisted under
Section 8 New Construction,
Substantial Rehabilitation or
Moder at e Rehabilitation Program

Check Box or Boxes

(2)

(2) and (3)(a)
(3)(a)

(3)(a) or (3)(b)

(Lender's option)

(1), (3)(a) or (3)(b)
(Omner's option)

(3)(a)

(2)

(2) and (1), (3)(a)
or (3)(b)
(Oawner's option)
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