Regulatory Agreementfor Coinsured U.S. Department of Housing ‘
i and Urban Development
Mortgages on Health Care Facilities Office of Housing
(OWI’]GI‘-LGSSGG) Federal Housing Commissioner
03559

Project Name: [FHA Project No : L. .
Mortgagee: NPl:l PMI:I Public[l (Circle One)
Mortgage Note: $ Dated:
Mortgage Recorded: Dated:

County: State:

Book: Page: Date:
This Agreement is entered into this day of , _, between

their successors, heirs, and assigns (jointly and severally, hereinafter referred to as "Owner") and the undeisigned Morlgagee and the Moitgagee's
successors and assigns (herein called "Moitgagee") This Agreement and the Moitgage cover the real property desciibed in Attachment A

The authority for this Regulatory Agreement is Section 232, pursuant to Section 244, of the National Housing Act (NHA) and the regulations at 24 CFR
Part 252. All statutory references, unless otherwise specified, are to Section 232 of the NHA All regulatory references, unless otherwise specified, are
to 24 CFR Part 252.

In return for the Secretary's endorsement for mottgage coinsumance of the Note identified above and to comply with the 1equirements of the National
Housing Act and theregulations and administrative requirements adopted by the Secretary pursuant theieto, the Owner agrees to abide by the provisions
of this Agreement. This Agreement will continue so long as the contract of coinsurance temains in force and for such additional petiod of time during
which the Secretary may be the holder of the Mortgage or the Owner of the Pioject The Owner agrees that this Agieement shall be binding on its
successors, heirs and assigns. Breach of this Agreement may be a basis for denial of additional paiticipation in the Secretaiy's programs. The Owner's
willingness and ability to prevent or cure violations of this Agieement may have a bearing on the Secietary's review of any Owner 1equest for additional
participation in the Secretary's programs.

A. Definitions: As used in this Agreement the term: 4 "Identity-of-interest” means any telationship which would give
the Owner o1 its management agent or operator contiol or influ-

1. "Boardand Care Home" means a proptietary residential facility, or ence over the price paid to an individual or business supplying

a residential facility owned by a private nonprofit corporation or goods and/or services to the pioject. An identity-of-interest is
association, providing room, board and continuous protective construed to exist when any of the situations listed below exist.

oversight, which facility is regulated by a State in accordance with

scction 1616(c) of the Social Security Act a. when (1) the Owner, operator, or management agent; or (2) any

officer or director of the Owner, operator o1 management agent; or
(3) any person who directly or inditectly controls 10 percent or
more of the voting tights or ditectly o1 indiiectly owns 10 percent
or more of the Owner, operator or management agent; is also (1)
the contiactor, subcontracltor or supplier or (2) an officer or
director of the contractor, subcontractor o1 supplier; or (3) aperson
who directly o1 inditectly contiols 10 percent or more of the
confractor's, subcontiactor's o1 supplier's voting 1ights o1 directly
ot inditectly owns 10 percent o1 mote of the contractor, subcon-
tractor, or supplier

2.  "Default” means a default declared by the Mortgagee or the
Secretary when a violation of this Agreement is not corrected to its
satisfaction (whichever party issued the notice of violation) within
the time allowed by this Agreement or such further time as may be
allowed by the Mortgagee or Secretary after wiitten notice

3. "Distribution” means the withdrawal of any cash or asset of the
project, excluding outlays for:

a. mortgage payments; b when (1) the Owner; o1 (2) any officer o1 director of the Owner;

o1 (3) any person who directly o1 indirectly contiols 10 percent or
b. reasonable expenses necessary for the proper operation and more of the voting 1ights or directly or indirectly owns 10 percent
maintenance of the project; o1 mote of the Owner; is also (1) an officer or director of the

operator or management agent; or (2) a person who directly or
Note: The word "construction," may beinsetted after "proper” and indirectly contiols 10 percent o1 mote of the operator or manage-
before "operation” if the mortgagor is a nonprofit entity. ment agent's voting 1ights ot directly or indirectly owns 10 percent

o1 moie of the operatol or management agent.
¢ repayment of Owner advances while mortgage payments awe
current for necessary and reasonable operating expenses as
authorized by HUD's administtative procedures

For purposes of this definition, the term "person” includes any
individual, pai tneiship, corporation, or other business entity Any
Ownership, control or interest held o1 possessed by a peison's
spouse, patent, child, giandchild, brother or sister shall be attrib-
uted to such person
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10.

11.

12.

13.

14.

"Intermediate Care Facility" means a piopiietary facility or a
facility of a private nonprofit corporation or association licensed
or regulated by the State, or if there is no State law providing for
such licensing and regulation, then by the municipality or other
political subdivision in which the facility is located. The facility
must provide for the accommodation of persons who, because of
incapacitating infirmities, require minimum but continuous care
but are not in need of continuous medical or nursing services.

"Mortgage" includes "Deed of Trust,” "Uniform Commercial
Code Security Instrument,” and any other security for the Note
identified herein that is endorsed for coinsurance by the Secretaty.

"Mortgaged Property” includes all real and personal propeity
covered by the mortgage or moitgages securing the note endoised
for coinsurance by the Sectetary.

"Nonprofit Mortgagor” means an entity that is organized for
reasons other than financial gain and that the Moitgagee finds is
not controlled or directed by persons or firms seeking to detive
financial gain from it The operation of a Nonpiofit Moitgagor
must be regulated under Federal or State law, and by the Mort-
gagee by means of this Agreement.

"Note" means the note which is secured by the Moitgage and which
is endorsed for moitgage coinsurance by the Secretary

"Nursing Home" means a public facility, propriétary facility o1 a
facility owned by a private nonprofit coipoiation o1 association,
licensed or regulated by the State (or, if there is no State law
providing for such licensing and regulation by the State, by the
municipality or other political subdivision in which the facility is
located) for the accommodation of convalescents or other persons
who are not acutely ill and not in need of hospital care but who
require skilled nursing and related medical services. In ali such
facilities the nursing care and medical services must be presciibed
by, or under general direction of, persons licensed to provide such
care or services in accordance with the laws of the State where the
facility is located

"Project” means a Nursing Home, Intermediate' Care Facility or
Board and Care Home, o1 any combination of Nursing Home,
Intermediate Care Facility, o1 Board and Care Home approved by
the Mortgagee under provisions of 24 CFR Part 252. A Project
includes the land on which it is situated and, subject to standaids
established by the Commissioner, a Project may include:

a. Such additional facilities as may be authoiized by the Mout-
gagee for the nonresident care of elderly individuals and others
who are able to live independently but who require care during the
day; and

b. Such major movable equipment as may be authorized by the
Moitgagee as necessary for the operation of the Project

"Proprietary Mortgagor" means an Owner that is profit-motivated,
and may be a coiporation, partnership, tiust, individual, o1 any
other qualified legal entity.

"Public Mortgagor" means a Federal or State instrumentality, a
municipal corporate instrumentality of one or more States, or a
redevelopment or housing corporation formed under andrestricted
by Federal or State laws or regulations of a State banking or
insurance department as to charges, capital stiuctute, 1ate of
1eturn, or methods of operation.

"Residual Receipts" means all surplus cash of piojects owned by
Nonprofit or Public Mortgagois.

16.

"Secretary” refers to the Secietary of the Department of Housing
and Uiban Development.

"Surplus Cash"” means any unrestricted cash remaining after:
a. the payment of:

(1) all sums due oF currently requited to 5% paid under the
terms of the Mortgage coinsured by the Secretaiy;

(2) all amounts required to be deposited in the Reserve for
Replacements; and

(3) all obligations of the Pioject other than the Mortgage
coinsured by the Secretay unless funds for payment are set aside
ot deferral of payment has been appioved by the Mortgagee; and

b. the segiegation and recording of:

(1) an amount equal to the aggregate of all special funds
requited to be maintained by the Project; and

(2) anamount equal to the Project's total liability for patients'
o1 residents’ security deposits.

In computing Suiplus Cash as defined above, the Owner must
follow the administrative 1equirements prescribed by the Secretary.

B. Obligations of the Owner

The Owner agrees to do the following:

1.

Maintain at all times in full force and effect from the State or other
licensing authority such license(s) as may be required to operate
the Project, in the number of beds approved by the Mortgagee, as a:
(Check appropriate box or boxes)

I:l Nursing Home
I:l Intermediate Care Facility
I:I Boaid and Care Home

At all times suitably equip the Pioject for operation as a:
(Check appioptiate box or boxes):

I:I Nursing Home
|:| Intermediate Caie Facility
I:I Boatd and Caie Home

Execute a Security Agieement and one or more Financing State-
ments (or othet form of chattel lien) upon all items of equipment,
except as the Secietary may exempt, which are not incorporated as
security for the Mortgage The Security Agreement and financing
Statement shall constitute a first lien upon such equipment and
shall 1un in favol of the Mortgagee as additional security for the
Mortgage. Execute one o1 more new Financing Statements in the
event any previous financing statement shall expire prior to
continuance

Establish and maintain a Reserve for Replacements to cover the
cost of major repairs to, and 1eplacements of, structural and
mechanical components and major moveable equipment that ale
not provided for in the Project's operating budget.

a. Owner agrees to make an initial depositof §__
(applies only to existing facilities) with the Moitgagee on the date that
the coinsured Moitgageloan proceeds are disbursed. Owneragrees
to make monthly deposits to the Reseive in the amount of
$ _____ commencing on the date that amortization is

scheduled to begin and continuing each month thereafter, unless
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the Mortgagee establishes a different amount in accordance with
the Secretary's administrative requirements. Owner agrees to
make the Reserve deposits on the first day of each month. The
amount of the monthly depositmay be incieased or decieased from
time to time without amending this Agreement

b. The Reserve for Replacements will be held by the Moitgagee o1
by asafe and1esponsible depository designated by the Moitgagee
Such Reserve shall at all times remain under the contiol of the
Mortgagee.

¢. Owner acknowledges that, in order to prevent or cmie a default,
theMortgagee may, in accordance with the Secietary's administia-
tive procedures, use Rese1ve Funds to pay amounts due under the
Mortgage. If the Mortgage debt is accelerated pursuant to a default
under the Mortgage, the Owner agrees that the Moitgagee may
apply the balance in such Reserve to the amount due on the
mortgage debt, as accelerated.

d. Owner agrees to analyze the adequacy of the Reserve for
Replacements when and as required by the Moitgagee. If the
Mortgagee determines, in accordance with the administiative
requirements of the Secretary, that a higher monthly deposit is
needed to ensure the future adequacy of the Reserve, Owner agt ees
to increase the monthly deposit as directed by the Mortgagee.

e. Owner agrees to direct the Mortgagee to invest the Reserve for
Replacements only in accordance with the administrative require-
ments of the Secretary. All earnings of the Reserve must acciue to
the benefit of the Project. At the option of the Owner, such earnings
may be deposited in the Reserve for Replacements or in the Project
operating account. Amounts earned on investments aie not a
substitute for the regular monthly deposits requited by Paragraph
B.4.a of this Agreement.

a. Deposit all resident fees and other 1eceipts of the Project in the
name of the Pioject in accounts which ate fully insmed as to
principal by an agency of the Fedeial Government. Project funds
in excess of those needed to meet short-term Project operating
expenses may be invested in accordance with the administrative
requirements of the Sectetary.

b. Use Project funds only for the puiposes and in the piiority set
forth below:

(1) pay amounts required by the Mortgage;
(2) make 1equired deposits to the Reserve for Replacements;

(3) pay reasonable expenses necessary to the operation and
maintenance of the Project;

(4) pay distributions of Surplus Cash permitted by Paiagiaph
B.6. of this Agreement; and

(5) repay Owner advances authorized by the Secretary's ad-
ministrative procedures.

Project funds may not be used to liquidate liabilities 1elated to
the construction of the Project, other than the Moitgage, unless the
Mortgagee authorizes such use.

c. Any Owner receiving funds of the Project other than through
distributions peimitted by Paragraph B.6. of this Agreement must
immediately deposit such funds in the Project bank account and
failing so to domust hold such funds in trust Any Owner recciving
property of the Project in violation of this Agieement must
immediately deliver such property to the Project and failing so to
do must hold such property in frust At such time as the Owner

6.

loses contiol and/or possession of the Project, all funds held in
trust must be deliveied to the Mortgagee to the extent that the
Mortgage indebtedness has not been satisfied.

d. Deposit and maintain residents' security deposits in a trust
account separate and apait from all other funds of the Project. This
trust account must be held in the name of the Project and the
balance in the account must at all times equal or exceed the
Project’s liability foriesidents' security deposits The Owner must
comply with any State or local laws regarding investment of
security deposits and distribution of any interest or other income
eained thereon Any eainings received fiom the investment of
seculity deposits must accrue to the benefit of the Pioject or the
Pioject residents

a Make, orieceive andretain, distributions of cash or other assets
of the Project only as authorized by this Agreement

(1) Distiibutions may be paid only fiom Surplus Cash which
existed as of the end of a semi-annual o1 annual fiscal period. The
Owner must compute distributions in accordance with the
Secretary's administiative requirements.

(2) The furst fiscal period's distiibution may not be paid until
construction has been completed and the Moitgagee has teceived
any 1equired cost certification.

(3) Distiibutions may be paid only after the end of the fiscal
petiod in which the Surplus Cash is generated

(4) NoDistribution may be paid from borrowed funds or when
payments due under the Note, Mortgage o1 this Agreement have
not been made.

(5) Ifany of the conditions listed below apply, the Owner may
disttibute Suiplus Cash ounly after obtaining the Mortgagee's
wiitten approval to do so

(a) The Owner has not satisfactorily responded to any
Mortgagee management review, physical inspection 1eport, an-
nual financial statement cortespondence or any othel correspon-
dence which requites conective action and which was 1eceived at
least 30 days prior to the end of the fiscal petiod for which the
surplus cash computation is made

(b) The Project has significant uncotrected physical de-
ficiencies

(¢) Thereis a default undet this Agreement

b. Limit distiibutions in any one fiscal period to the amount
specified below.

(1) No distiibutions are petmitted on piojects owned by
Nonprofit o1 Public Mot tgagors without the prior wiitten approval
of the Moitgagee

(2) On projects owned by Proprietary Mortgagois, distiibu-
tions may be paid up to the amount of Suiplus Cash generated
during the prior fiscal period

a. Deposit Residual Receipts with the Moitgagee within sixty
days after the end of each annual o1 semi-annual fiscal peiiod in
which Surplus Cash is generated The Residual Receipts mustatall
times temain under the contiol of the Mottgagee, who will have the
power and authotity to direct how the Residual Receipts, or any
pait thereof, may be used

b Use Residual Receipts only for the puiposes for which the
Mortgagee authorizes their withdrawal.
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Note:

10.

11.

12.

13.

c. InvesttheResidual Receipts in accordance with the administia-
tive requirements of the Secretary and add all earnings on such
investments to the Residual Receipts Account.

This paragraph applies only to Nonprofit and Public Mortgagors

Maintain the Project in good repair and condition and promptly
complete necessary repairs and maintenance as required by the
Mortgagee.

a. Assure that all Project expenses are reasonable in amount and
necessary to the opeiation of the project.

b. Comply with the Secretary's administrative requirements 1e-
garding payment and reasonableness of management fees and
allocation of management costs between the management fee and
the Project account.

c. Not obligate the Project to pay for costs other than those
reasonable and necessary to the operation and maintenance of the
Project.

d. Purchase goods and services from identity-of-interest indi-
viduals or companies only if the charges levied by those individu-
als or companies are not in excess of the costs that would be
incunied in making arms-length purchases on the open maiket

e. Exeit reasonable effoit to take advantage of available dis-
counts and credit the project with all discounts, rebates or com-
missions received with respect to purchases, set vice contracts and
other transactions made on behalf of the Pioject

f. Obtain contracts, materials, supplies and services, including
the preparation of the annual audit, on terms most advantageous to
the Project and at costs notin excess of amounts ordinaiily paid for
such contracts, materials, supplies and services in the aea in
which such services are rendered or supplies and matetials fur-
nished

g Solicit oral o1 wiitten cost estimates as necessary to assure
compliance with the provisions of this paiagraph and docu-ment
the reasons for selecting other than the lowest estimate. Maintain
copies of such documentation and make such documentation
available for inspection during normal busi- ness hours.

The Owner shall not file any petition in bankruptcy, or for a
receiver, or in insolvency, or for reorganization or composition, or
make any assignment for the benefit of creditors o1 to a trustee for
cieditors; or permit an adjudication in bankruptey, o1 the taking
possession of the Moitgaged Propeity o1 any part theicof by a
receiver, or the seizute and sale of the Moitgaged Property o1 any
part thereof unde judicial process or pursuant to any power of sale
and fail to have such adverse actions set aside within 45 days.

Require any purchaser to assume all of the Owner's obligations
under this Agireement

Comply with the Secretary's administiative proceduies for Previ-
ous Participation Clearance and Transfers of Physical Assets.

Obtain the Secretary's and the Mortgagee's written approval he-
fore:

a. Engaging, except for natwal petsons, in any business o1 activ-
ity, including the operation of any other project o1 incuning any
Hability or obligation not in connection with the Pioject

b. Conveying, assigning, transferring, encumbering or disposing
of any legal interest in the Project including rents and security
deposits.

14.

16.

c. Entering into any lease of the project o1 any poition theieof,
excluding contracts with individual residents or patients for beds
and services Any lessee must be licensed to operate the Project
and must execute an amendment (o this Regulatory Agreement
which obligates the lessee to comply herewith to the fullest extent
possible under the leage and provides the Moitgagee and the
Secietary with all rights against the lessec which are available
hereunder against the Owner Insuch event Owner/lessor shall not
be relieved of any of its 1esponsibilities hereunder

Obtain the Moitgagee's wiitten approval before:

a. Remodeling, adding to, reconstiucting, or demolishing of any
part of the Project o1 subtracting from any 1eal or personal property
of the Project

b. Undertaking self-management, contracting for management
services; paying, or incuning any obligation to pay, fees for
management services

¢ Paying, or incuning any obligation to pay, compensation
(including wages, supervisory fees o1 salaries) to themselves, or to
any officeis, directors, stockholders, trustees, partners, beneficia-
ties under any trust, or (0 any of their nominees.

d Peimitting the use of the health care facilities for any purposes
except the use which was originally intended or permitting com-
mercial use greater than that approved by the Mortgagee.

¢ Leasing'any matetials or se1vices for the Project o1 any portion
thereof, including major moveable equipment. Any lease entered
into subject to this paragraph shall contain a provision giving the
Mottgagee and the Secietary the right to direct an assignment of
the rights of the lessor in the event of a default under the lease or
this Agieement Any such lease shall provide that the lessor must
notify the lessec and the Mortgagee of any default under the lease
and be given a 1easonable opportunity to cure the default.

Resign o1 withdraw from the Project only after the Moitgagee and
the Secretary have approved a substitute Owner. Resignation or
withdrawal from the Project piiot to the Mortgagee appioving a
substitute Owner will be considered abandonment and will place
such Owner in default under this Agrecment.

Provide for operations and management satisfactory to the Moit-
gagee and the Secietary; execute a written agreement or contract
with the operator, if any, and the administrator; assure that all
conftacts and agieements meet the Secietary's 1equitements; and
deliver to the Moitgagee such information and certifications
regarding Project administiation and operation as the Secretary
may tequiie

a. Include in any contract for management, administration or
opelations entered into on behalf of the Project a provision that the
Mortgagee or HUD may terminate the contiact without penalty and
with or without cause, effective 30 days after the Notice of the
Mottgagee's or Secretary's desite (o terminate is mailed or other-
wise delivered to the contiactor The Owner agrees (o mail such
notice within seven days of1eceipt of the Mol tgagee's o1 Secietary's
request to do so Owner also agrees to immediately make anange-
ments for providing new management satisfactory to the Mort-
gagee and the Secietary.

b. The Owner agices that the following clause will be included in
any confract entered into with an identity-of-interest individual or
business fo1 the provision of goods or services to the Project:
"Upon 1equest of the Mottgagee, the Secretary, (Name of Owner
or operatot, contractor ot supplier) will make available to the
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17.

18.

19.

20.

21.

22.

Mortgagee, at a reasonable time and place, its 1ecords and 1ecords
of identity-of-interest com-panies, which relate to goods and
services charged to the Project. Records and information will be
sufficient to permit the Mortgagee to determine the seivices
performed, the dates performed, the location, the time consumed
in providing the service, the charges made for materials, and the
per unit and total charges levied for said seivice." The Owner
agrees to request such records within seven days of receipt of the
Mortgagee's or HUD's request to do so.

Establish and maintain the books and accounts of the Mottgaged
Property in accordance with the requirements of the Secretary and
the Mortgagee Such books and accounts must be kept cuirent and
in such forms as to permit a speedy and effective andit. Such books
and accounts must be maintained for such period of time as may be
prescribed by the Secretary and the Mortgagee

Permit the Secretary, the Inspector General of HUD, the Comptioller
General of the United States, the Mortgagee and their authotized
agents to inspect the Project's propeity, equipment, buildings, plans,
offices, apparatus, and devices, books, accounting records, contracts,
documents and papers during reasonable business hours.

a Within 60 days following the end of each fiscal year, furnish the
Mortgagee and the Secietary with a complete annual financial
report on the Project's operations unless the Moitgagee authorizes
the Owner to submit the repoit on a later date. The Owner agrees
that the report will be prepared, signed and certified in accordance
with the requirements of the Secretary and the Mortgagee.

b. Ifthe Owner fails to submit its annual financialieport within 60
days of the due date or any other date as may be agreed toin writing
by the Mortgagee, the Owner agrees that the Mortgagee may retain
a certified public accountant to prepare the 1eport on behalf of the
Owner and the cost of such report will be a project expense The
Mortgagee may do so only after giving the Owner 30 days' written
notice of its intent to do so

Upon request, the Owner must furnish the Mortgagee with operat-
ing budgets, occupancy, accounting and other reports; propeily
cettified copies of minutes of meetings of the directors, officeis,
stockholders, or beneficiaries of the mortgagor entity; and specific
answers to questions raised from time to time by the Mottgagee
regarding income, expenses, assets, liabilities, contracts, opera-
tions, actual cost of repairs and improvements, disposition of
Mortgage funds, conditions of the Project and the status of the
Mortgage. The Owner must furnish a response to the Moitgagee's
management review repoits, physical inspection repoits and wiitlen
inquiries regarding annual or monthly financial statements no later
than 30 days after receipt of the Moitgagee's 1epoit o1 inquiries.

Notify the Mortgagee in writing within five days after instituting
litigation seeking recovery, equitahle relief, o1 defense of litiga-
tion, excluding litigation 1elated to individual 1esident evictions.
The Owner may use project funds to pay for such litigation only if
the Mortgagee authorizes, ot a court directs, the Owner to do so

a. Comply with the provisions of Title VIII of the Civil Rights Act
of 1968, as amended, and any regulations or administrative proce-
dures issued pursuant thereto. These laws and 1egulations prohibit
discrimination in the rental or financing of housing on the basis of
race, color, religion, sex, handicap, familial status, o1 national
oiigin. Owner agrees to administer the Project and related activi-
ties in a manner to affirmatively further fair housing The Ownel
also agrees to comply with similar State and local fair housing laws
and ordinances

23

24.

25.

26

b. Comply with the provisions of Executive Order 11063 on Equal
Opportunity in Housing and all iegulations issued pursuant thereto.
This order and related regulations prohibit discrimination on the
basis of 1ace, color, religion, national origin, o1 sex in housing and
related facilities provided through Federal financial assistance.

c. Not discriminate omrthe basis of race, color; religion, sex or
national origin against any employee o1 applicant for employment.
Owner agrees to include a provision to this effect in any contract
or subcontract executed for Project1epairs and improvements, and
to comply with the provisions of Executive Order 11246 and 41
CFR Part 60, when applicable to such contracts.

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

The following Ownets: (Name of Ownel entity and individual paitners
if a partnership)

do not assume personal liability for payments due under the Note
and Mortgage or for payments to the Reserve for Replacements, or
for matters not under their contiol, provided that said Owners shall
remain liable under this Agreement with 1espect to these matters:

a for funds or propeity of the Project which come into their hands
and which they are not entitled to retain; and

b fortheir own acts and deeds o1 acts and deeds of others which they
have authorized in violation of the piovisions of this Agreement.

Refrain from executing any document which contains provisions
that contradict o1 oppose the ptovisions of this Agreement unless
the Mortgagee approves that document. If the Owner executes
such a document with or without the prior written approval of the
Mortgagee, this Agieement will be controlling as to the rights and
obligations set forth

The invalidity of any clause, pait o1 provision of this Agieement
shall not affect the validity of the 1emaining portions thereof.

C. Rights of the Mortgagee and the Secrctary

1

If the Owner violates any provisions of this Agreement, the
Mortgagee o1 Secretary may send the Ownet wiitten notice of such
violation by 1egisteied o1 certified mail. 1f such violation is not
cortected to the satisfaction of the Moitgagee o1 Secretary (which-
ever paity issued the notice of violation) within 30 days after the
date such notice is mailed or within such further time as the
Mortgagee or Secretary, as applicable, establishes in writing,
without further notice the Moitgagee or Secretary, as applicable,
may initiate any of the following actions:

a  With the prior wiitten approval of the Secretary, declare the
whole indebtedness due and payable and then, if the indebtedness
is not satisfied, proceed with foreclosure of the Mortgage.

b. Collect all payments for service and other income of the project
and use such collections to pay the Owner's obligations under this
Agreement and under the Note and Moitgage and the necessary
expenses of maintaining and operating the Pioject.
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¢. Take possession of the Project, bring any action necessary to
enforce any rights of the Owner related to operation of the project,
and operate the Project in accordance with the terms of this
Agreement until such time as the Mortgagee or Secretary deter-
mines that the Owner is again in a position to operate the Pioject
in accoidance with the terms of this Agieement, the Note and the
Mortgage.

d. Apply to any court, State or Federal, for specific performance
of this Agreement, for an injunction against any violations of this
Agreement, for the appointiment of a Receiver to take over and
operate the Project in accordance with the terms of the Agieement
since the injury to the Secretary arising from a default under any
of the terms of this Agreement would be irreparable and the
amount of damage would be difficult to asceitain

e. With the prior written approval of the Secretary, assess the
Owner for the cost of reasonable attorney, audit and other fees
incurred in enforcing compliance with this Agieement

The damage to the Project as aresult of Owner's breach of its duties
and obligations under this Agteement will include, but not be
limited to, the amounts specified below Any damages collected or
1ecovered by the Mot tgagee or the Secietary will be payable to the
Project account.

a In the case of unauthorized distributions of“Pioject funds or
Project assets, the damages will be the amount of the unauthorized
distributions plus interest from the date the distribution was made.

b. In the case of failure to provide administration and operation
satisfactory to the Mortgagee and the Secietary, the damage will
be the cost to the Project resulting from such failure.

c. Inthecaseof wiliful ornegligent failure to maintain the Project
in appropiiate physical condition, the damage will be the cost of
the 1epaits 1equited to retmin the Project to decent, safe, and
sanitary condition.

d Inthecaseof incuiting costs significantly in excess of amounts
ordinarily paid, the damage will be such excess costs

In Witness Thereof, the parties hereto have set their hands and seals on the date fiist herein above written.

Warning: 18 U.S.C. 1001 provides, among othet things, that whoever knowingly and willingly makes o1 uses a document or writing containing any
false, fictitious or fraudulent statement or entry, in any matter within the jurisdiction of any department or agency of the United States, shall be fined

not more than $10,000 or imprisoned for not moze than five years, or both

12 U.S.C. §17152-19 provides that, "Whoever, as an Owner, agent, or manager, ot who is otherwise in custody, control, or possession of property that

is security for amortgage note thatis insured, acquired, or held by the Secietary pursuant to section.. ,

207,. 221(d),...223(f),. 232, ..244,...willfully

uses or authorizes the use of any part of the rents, assets, proceeds, income or othe1 funds derived from propetty covered by such mortgage note during
a period when the mortgage note is in default or the project is in a nonsurplus cash position as defined by [this] regulatory agreement. , for any purpose
other than to meet actual or necessary expenses that include expenses approved by the Secietary (or the coinsuring lender, if such approval is required
under the terms of [this] 1egulatory agreement), shall be fined not more than $250,000 or imprisoned not moie than 5 years, or both "

Owner MORTGAGEE
Seal
By By
Date Date
Acknowledgement of Mortgagor and Mortgagee
(Tn accordance with Foim in State where property is located)
Witness
Date
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form HUD-9457 (4/89)
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AttachmentA

Project Name:

FHA Project No.: . .

Provide legal desciiption of the project.

o form HUD-9457 (4/89)
- Page7 of 7 ref Handbooks 4601.1 & 4565.1
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