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This Agreement is entered into this dayof ,19 __ , between 
their successors, heirs, and assigns (j ointly and severally, hereinafter referrcd to as "Ownel ") and the unde1 signed Mortgagee and the MOJ tgagee's 
successors and assigns (herein called "MOJtgagee") This Agreement and the MOl tgage cover the real p10perty desc1 ibed in Attachment A 

The authority for this Regulatory Agreement is Section 232, pursuant to Section 244, of the National I-lousing Act (NHA) and the regulations at 24 CFR 
Part 252. All statutOJY references, unless otherwise specified, are to Section 232 of the NI-IA All regulatOJY refe1ences, unless othe1 wise specified, are 
to 24 CFR Part 252. 

In return for the Secretary's endOJ sement fOJ mOJ tgage coinslll ance of the Note identified ahove and to comply with the 1 equirements of the National 
Housing Act and the regulations and administrative requirements adopted by the Secretary pursuant the1eto, the Owne1 agrees to abide hy the provisions 
of this Agreement. This Agreement will continue so long as the contract of coinsUl ance 1 emains in force and fOJ such addi tional pel iod of time during 
which the Secretary may be the holder of the Mortgage or the Owne1 of the PlOject The Owne1 agrees that this Ag1eement shall be binding on its 
successors, heirs and assigns. Breach of this Agreement may be a basis for denial of additional pm ticipation in the SecretalY's programs. The Owner's 
willingness and ability to prevent or cure violations of this Ag1eement may have a bea1 ing on the SecI etm y's review of any Owne1 1 equest for additional 
participation in the Secretary's progrmns. 

A. Definitions: As used in this Agreement the term: 

1. "Board and Care Home" means a propl ietary residential facility, or 
a residential facility owned by a private nonprofit corporation or 
association, providing room, board and continuous protective 
oversight, which facility is regulated by a State in acco1dance with 
section 1616(e) of the Social Security Act. 

2. "Default" means a default decla.red 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 WI itten notice 

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

a. mortgage payments; 

b. reasonable expenses necessm'y for the proper opewtion and 
maintenance of the project; 

Note: The WOld "construction," may beinse1 ted after "PI opel" and 
before "operation" if the mortgagor is a nonprofit entity. 

c repayment of Owner advances while mortgage payments me 
current for necessary and reasonable operating expenses as 
authorized by HUD's administ1ative procedures 
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"Identity-of-interest" means any lelationship which would give 
the Ownel 01 its management agent or operator contlol or influ­
ence over the price paid to an individual or business supplying 
goods and/or services to the p1Oject. An identity-of-interest is 
construed to exist when any of the situations listed below exist. 

a. when (1) the Owner, operator, or management agent; or (2) any 
office1 or director of the Owne1, operator 01 management agent; or 
(3) any person who directly or indhectly controls 10 percent or 
more of the voting 1 ights or di1ectly 01 indi1ectly owns 10 pel cent 
or more of the Owner, operator or management agent; is also (1) 
the contI actor, subcontractOJ or supplier or (2) an officer or 
directorofthecontractOJ, subcontractOl 01 supplie1; or (3) a person 
who directly 01 indi!ectly cont10ls 10 percent or more of the 
contractor's, subcont1 actor's 01 sllppliel 's voting 1 ights OJ di1ectly 
OJ indi1ectly owns 10 percent 01 mOle of the contractor, suhcon­
tractOl, or suppliel 

h when (1) theOwne1; 01 (2) any officel 01 director of the Owner; 
01 (3) any pel son who directly OJ indi! ectly cont1Ols 10 percent or 
mOl e of the voting 1 ights OJ dil ectly 01 indi! ectly owns 10 pel cent 
01 mOl e of the Owner; is alst) (I) an officer or di! ectOJ of the 
operator or management agent; or (2) a pe1son who directly or 
indirectly contlOls 10 percent OJ mOl e of the opeJator or manage­
ment agent's voting lights 01 dil cctly or indirectly owns 10 percent 
01 mOle of the operatOl or managemcnt agent. 

POl' purposes of this definition, the telln "pelson" includes any 
individual, pm tne1 ship, COl pOl ation, or other business entity Any 
Owne1ship, control or interest held 01 possessed by a pe1son's 
spouse, pment, child, glandchild, hrother or sister shall be attrib­
uted to such person 
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5. "Intermediate Care Facility" means a plOplietary 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. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

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

"Mortgaged Property" includes all real and personal propetty 
covered by the mortgage or mot tgages securing the note endOl sed 
for coinsurance by the Sectetary. 

"Nonprofit Mortgagor" means an entity that is organized for 
reasons other than financial gain and that the MOl tgagee finds is 
not controlled or directed by persons or firms seeking to det ive 
financial gain from it The operation of a Nonptofit MOl tgagor 
must be regulated under Federal or State law, and by the Mort­
gagee by means of this Agreement. 

"Note" means the note which is secm ed by the Mot tgage (lnll which 
is endorsed for mot tgage coinsurance by the Secretaty 

"Nursing I-lome" means a public facility, proprietary facility 01 a 
facility owned by a private nonprofit COl potation 01 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 cat'e but who 
require skilled nursing and related medical services. In all such 
facilities the nursing care and medical services must be presctibed 
by, or under general direction of, persons licensed to plOvide such 
care or services in accordance with the laws of the State where the 
facility is located 

"Project" means a Nursing Home, Intennediate'Cat'e Facility or 
Board and Care Home, 01 any combination of Nursing I-lome, 
Intermediate Care Facility, Ot Board and Care Home approved hy 
the Mortgagee under provisions of 24 CFR Part 252. A Project 
includes the land on which it is situated and, subject to standatds 
established by the Commissioner, a Project may include: 

a. Such additional facilities as may be authOl ized by the Mot t­
gagee for the nonresident Cat e of elderly individuals and othet s 
who are able to live independently hut who requite care dUt ing the 
day; and 

h. Such major movahle equipment as may he authorized by the 
MOt tgagee as necessaty for the operation of the Project 

"PlOprietat·y Mortgagor" means an Owner that is profit-motivated, 
and may be a Cot poration, pat·tnership, tJ ust, individual, ot any 
other qualified legal entity. 

"Public Mortgagor" means a Federal or State instrumentality, a 
municipal corporate instrumentality of one or more States', or a 
t edevelopment or housing corporation formed under and restricted 
hy Federal or State laws or regulations of a State banking or 
insurance department as to charges, capital stt uctme, tate of 
leturn, or methods of opelation. 

"Residual Receipts" means all surplus cash of plojects owned hy 
Nonprofit or Public Mortgagots. 

15 "Secretaty" refels to the Sectetaty of the Department of I-lousing 
and Ulhan Development. 

16. "Surplus Cash" means any unrestricted cash remaining after: 

a. the payment of: 

(1) all sums due of currently requited to 11e 'paid under the 
terms of the Mortgage coinsured by the Secretaty; 

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

(3) all ohligations of the PlOject other than the Mortgage 
coinsured hy the SecretalY unless funds fOt payment at'e set aside 
01 deferral of payment has been apPlOved hy the Mortgagee; and 

b. the seglegation and recording of: 

(l) an amount equal to the aggregate of all special funds 
requited to be maintained hy the PlOjcct; and 

(2) an atllOunt equal to the Pwject's total liability fOl patients' 
01 residents' security deposits. 

In computing Slit plus Cash as defined above, the Owner must 
follow the administrative lequirements ptcscrihed by the Secretary. 

B. Obligations of thc Owncr 

The Ownet agrees to do the following: 

1. Maintain at all times in full force and effect from the S tate or other 
licensing authority such licensees) as may he required to operate 
the Project, in the numbel of beds approved hy the Mortgagee, as a: 
(Check appropriate box or hoxes) 

D Nursing I-lome 

D Intermediate Care Facility 

D Boatd and Care Home 

2 At all times suitably equip the Ploject for operation as a: 
(Check applopliate box 01' hoxes): 

D Nursing I-lome 

D Intermediate Cate Facility 

D Boatd and Cme Home 

3 Execute a SeClIl ity AgI eement and one 01' more Financing State­
ments (or othet form of chattel lien) upon all items of equipment, 
except as the Sectetaty may exempt, which are not incotporated as 
se~urity for the Mortgage The Security Agreement and financing 
Statement shall constitute a fit st lien upon such equipment and 
shall t un in favOl of the Mortgagee as additional security for the 
Mortgage. Execute one 01 mOle new Financing Statements in the 
event any previous financing statement shall expire prior to 
continuance 

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

a. Owner agrees to make an initial deposit of $ ______ _ 
(applies only to existing facilities) with the MOl tgagee on the date that 
the coinsured MOl tgage loan proceeds are disbursed. Owner agrees 
to make monthly deposits to the Resetve 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 deposit may be incI eased or deCl eased from 
time to time without amending this Agreement 

b. The Reserve for Replacements will be held by theMOl tgagee 01 

by a safe and lesponsihle depository designated by the MOl tgagee 
Such Resel ve shall at all times remain undel the contlOl of the 
Mortgagee. 

c. Owner acknowledges that, in order to prevent or Cllle a default, 
the Mortgagee may , in accordance with the SecI ctary's administI a­
tive procedures, use Resel ve 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 MOl tgagee 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 requiIed by the MOJ tgagee. 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 agl ees 
to increase the monthly deposit as directed by the Mortgagee. 

e. Owner agrees to direct the Mortgagee to invest the Reserve fOJ 
Replacements only in accordance with the administrative require­
ments of the Secretary. All eamings of the Reserve must accI ue to 
the benefit of the Project. At the option of the Owner, such eamings 
may be deposited in the Reserve for Replacements or in the Project 
operating account. Amounts eamed on investments ale not a 
substitute for the regulal' monthly deposits requiI ed by Paragraph 
13.4.a of this Agreement. 

5. a. Deposit all resident fees and other I eceipts of the PlOject in the 
nalue of the PlOject in accounts which ale fully insllled as to 
principal by an agency of the FedeJaI Govemmenl. PlOjcct funds 
in excess of those needed to meet short-term Project opelating 
expenses may be invested in accordance with the administrative 
requirements of the Secletary. 

b. Use Project funds only for the plllposes and in the pIiOlity set 
forth below: 

(1) pay amounts reqnired by the Mortgage; 

(2) make lequired deposits to the Reserve for Replacements; 

(3) pay reasonable expenses necessal'y to the operation and 
maintenance of the PlOject; 

(4) pay distributions of Surplus Cash permitted by Palaglaph 
13.6. of this Agreement; and 

(5) repay Owner advances authorizcd by the Secretal'Y's ad­
ministrative procedures. 

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

c. Any Owner receiving funds of the Project other than through 
distributions pelJuitted hy Paragraph 13.6. of this Agreement must 
immediately deposit such funds in the PlOject bank account and 
failing so to do must hold such funds in trust Any Owner recciving 
property of the Project in violation of this Agleement must 
immediately deliver such property to the Project and failing so to 
do must hold such propel ty in tl ust At such time as the Owner 

loses contlOl and/OJ possession of the PJOject, all funds held in 
trust must be deliveled to the MOJ tgagee to the extent that the 
Mortgage indebtedness has not been satisfied. 

d. Deposit and maintain residents' security deposits in a trust 
account sepal'ate and apal t from all other funds of the Project. This 
tl ust account must be held in the name of the"' Project and the 
balance in the account must at aU times equal or exceed the 
pllJject's liability fOl'lesidents' security deposits The Owner must 
comply with any State or local laws regal'ding investment of 
senll ity deposits and distribution of any interest or other income 
eal ned thel eon Any eal nings received flOm the in vestment of 
secUl ity deposits must acclue to the benefit of the PlOject or the 
PlOject residents 

6. a Make, or I eceive and retain, distributions of cash or other assets 
of the Project only as authorized by this Agreement 

(1) Distl ibutions may he paid only flOm Surplus Cash which 
existed as of the end of a semi-annual 01 annual fiscal period. The 
Owner must compute distributions in accordance with the 
Secretary's administlative requirements. 

(2) The filst fiscal period's distIibutionmay not he paid until 
construction has been completed and the MOJ tgagee has I eceived 
any lequired cost certification. 

(3) Dish ibutions may be paid only after the end of thc fiscal 
pel iod in w,hich the Surplus Cash is generated 

(4) No Distribution may be paid from borrowed funds or when 
payments due under the Note, Mortgage 01 this Agreement have 
not been made. 

(5) If any of the conditions listed below apply, the Owner may 
distlibute Slllplus Cash only after obtaining the Mmtgagee's 
wlitten approval to do so 

(a) The Ownel has not satisfactm ily responded to any 
Mortgagee management review, physical inspection leport, an­
ullal financial statement cOllespondence or any othel correspon­
dence which requil es COllective action and which was leceived at 
least 30 days prior to the cnd of the fiscal peIiod for which the 
surplus cash computation is made 

(h) The PJOject has significant uncOllected physical de­
ficiencies 

(c) There is a default undel this Agreement 

h. Limit distl ihutions in anyone fiscal period to the alllount 
specified below. 

(1) No distIibutions are pelluitted on pJOjects owned by 
NonpJOfit 01 Public MOJ tgagors without the pI ior wIitten approval 
of the MOl tgagee 

(2) On pJOjects owned by Proprietmy MortgagOJs, distlibu­
tions may be paid up to the amount of SUI pI us Cash geneJated 
during the prior fiscal period 

7. a. Deposit Residual Receipts with the MOJ tgagee within sixty 
days after the end of each annual OJ semi-annual fiscal peliod ill 
which Surplus Cash is genel ated The Residual Receipts must at all 
times lemain underthecontJOI oftheMoltgagee, who will have the 
powel and authOI ity to direct how the Residual Reccipts, OJ' any 
pal t thereof, Illay he used 

b Use Residual Receipts only fm thc PlllPOSCS for which the 
Mortgagee authm izes their withdrawal. 
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c. Invest the Residual Receipts in accordance with the administta­
tive requirements of the SecretalY and add all earnings on such 
investments to the Residual Receipts Account. 

Note: This paragraph applies only to Nonprofit and Public MOl tgagOis 

8. Maintain the Project in good repair and condition and plOmptly 
complete necessary repairs and maintenance as requiled by the 
Mortgagee. 

9. a. Assure that all Project expenses are reasonahle in amount and 
necessary to the opewtion of the project. 

b. Comply with the Secretary's administrative requirements le­
gal'ding 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 
PlOject. 

d. Purchase goods and services from identity-of-intelest 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 
incuned in making arms-length purchases on the open malket 

e. Exelt 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, sel vice contracts and 
other transactions made on behalf of the PlOject 

f. Obtain contracts, materials, supplies and services, including 
the preparation of the annual audit, on tel ms most advantageous to 
the Project and at costs not in excess of amounts ordinal ily paid for 
such contracts, materials, supplies and services in the aJ ea in 
which such services aJ'e rendel ed or supplies and matel ials fUI­
nished 

g Solicit Olal 01 wIitten cost estimates as necessaJ'y to assure 
compliance with the provisions of this palagraph 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. 

10. The Owner shall not file any petition in bankrnptcy, or for a 
receiver, or in insolvency, or for reorganization or composition, or 
make any assignment fOi the benefit of CI editols 01 to a trustee for 
cleditOls; or permit an adjudication in bankruptcy, 01 the taking 
possession of the MOl tgaged Propel ty 01 any part thcI cof by a 
receiver, or the seizUJe and sale of the MOl tgaged PlOpel ty 01 any 
PaJ·t thereofundel judicial process or pursuant to any power of sale 
and fail to have such adverse actions set aside within 45 days. 

11. Require any pUJ'chaser to assume an of the Owner's obligations 
under this Agleement 

12. Comply with the Secretary's administJative procedUJes for Previ­
ous PaJ·ticipation Clearance and Transfers of Physical Assets. 

13. Obtain the Secretary's and the Mortgagee's written approval be­
fore: 

a. Engaging, except for natm al pel sons, in any business 01 activ­
ity, including the opeJation of any other plOject 01 incul'l ing any 
liahility or obligation not in connection with the PlOject 

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

c. Entering into any lease of thc project 01 any pOl tion theleof, 
excluding contracts with individual I esidents or patients for beds 
and services Any lessee must be licensed to operate the Project 
and must execute an amendment to this RegulatOlY Agreement 
which obligates the lessee to comply helewith to the fullest extent 
possible under the Iea~e and pi ovides the MgI tgagee and the 
SecletalY with all lights against the lessee which are available 
hel eundel against the Ownel In such event Owner/lessor shall not 
he relieved of any of its I esponsibilities hel eunder 

14. Ohtain the MOltgagee's wIitlen applOval hefole: 

15 

a. Remodeling, adding to, reconstl ucting, or demolishing of any 
PaJ·t of the Project 01 subtracting from any I eal or personal property 
of the Project 

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

c Paying, or inclll ling any obligation to pay, compensation 
(including wages, supervisolY fees 01 salal ies) to themselves, or to 
any officels, directOls, stockholders, trustees, partnels, heneficia­
I ies under any trust, or to any of their nominees. 

d Pel mi tting the use of the heal th carc facilities for any pnrposes 
except the use which was originally intended or permitting com­
mercialuse greatel than that approved hy the MOl tgagee. 

e Leasing'any matel ials or sel vices fm the PI oject 01 any portion 
theleof, including majol moveahle equipment. Any lease entered 
into subject to this paragraph shall contain a provision giving the 
MOl tgagee and thc Seci etm y the right to direct an assignment of 
the rights of the lessor in the event of a default undel the lease or 
this Agleement Any such lease shall provide that the lessor must 
notify thc lessec and the Mortgagee of any default under the lease 
ancl be givcn a leasonahle 0ppoltunity to cme the default. 

Resign m withlh aw from the Project only aftcr the MOl tgagee and 
the Secretmy have approved a substitute Owner. Resignation or 
withdrawal from the Project pliol to the Mortgagee apPloving a 
substitute Owner will he considered abandonment and will place 
such Owner in default under this Agreement. 

16. PJOvide for operations and management satisfactOJY to the MOl t­
gagee and the Secletmy; execute a written agreement or contract 
with the operatol, if any, and the administratOl; assure that all 
conti acts and agleements meet the SecletalY's lequitements; and 
deliver to the MOl tgagee such infolluation and ceJtifications 
I egarding PlOject administlation and operation as the SecretaJ'y 
may I equil e 

a. Include in any contract for management, administration or 
opel ations enteled into on behalf of the Projcct a pJOvision that the 
MOl tgageeOl I-I{ JD may terminate thccontl act without penalty and 
with 01' without cause, effective 30 days aftel the Noticc of the 
MOl tgagee's or Secretary's desilc to terminate is mailed or other­
wise deli vel cd to the conti actor The Ownel agrees to mail such 
notice within scvcn days ofl eceipt of the MOl tgagee's 01 Secletm'y's 
I equest to do so Ow ncr also agrees to immediately make all ange­
ments for plOviding new management satisfactOJY to the Mort­
gagee ancl the Secletmy. 

h. Thc Owner agl ecs that the following clause will bc includecl in 
any COlltl act entered into with an identity-of-interest individual or 
business fOJ the plOvision of goods or services to the Project: 
"Upon lequest of the MO! tgagee, the Secr~tmy, (Name of Owner 
or opel ato!, contractol OJ suppliel) will make available to the 
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Mortgagee, at a reasonable time and place, its lecOlds and lecords 
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 sel vices 
performed, the dates performed, the location, the time consumed 
in providing the service, the charges made for materials, and the 
per nnit and total charges levied for said sel vice." The Owner 
agrees to request such records within seven days of receipt of the 
Mortgagee's or HUD's request to do so. 

17. Establish and maintain the books and accounts of the MOl tgaged 
Property in accordance with the requirements of the Secretary and 
the Mortgagee Snch books and accounts must be kept CUI rent and 
in such forms as to permit a speedy and effective audit. Such books 
and accounts must be maintained for such period of time as may be 
prescribed by the Secretary and the Mortgagee 

18. Permit the Secretary, the InspectOl General ofHUD, the Comptl oller 
General of the United States, the Mortgagee and their authO! ized 
agents to inspect the Project's propelty, equipment, buildings, plans, 
offices, apparatns, and devices, books, accounting records, conti acts, 
documents and papers during reasonable business hOUIS. 

19. 

20. 

21. 

22. 

a Within 60 days following the end of each fiscal year, furnish the 
Mortgagee and the Secletary with a complete annual financial 
report on the Project's operations unless the MOl tgagee authorizes 
the Owner to submit the repOl t on a later date. The Ownel agl ees 
that the report will be prepared, signed and certified in accordance 
with the requirements of the Secretary and the Mortgagee. 

b. If the Owner fails to submit its annual financialleport within 60 
days of the due date or any othel date as may be agreed to in writing 
by the Mortgagee, the Owner agrees that the Mortgagee may retain 
a certified public accountant to prepare the I epOl t 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 Ownel 30 days' written 
notice of its intent to do so 

Upon request, the Ownel must furnish the Mortgagee with operat­
ing budgets, occupancy, accounting and other reports; propeily 
cel tified copies of minutes of meetings of the directors, officels, 
stockholders, or beneficiaries ofthe mortgagor entity; and specific 
answers to questions raised from time to time by the MOltgagee 
regarding income, expenses, assets, liabilities, contracts, opera­
tions, actual cost of repairs and implOvements, disposition of 
Mortgage funds, conditions of the Project and the status of the 
Mortgage. The Owner must furnish a response to the MOl tgagee's 
management review repOi ts, physical inspection I epol ts and WI it len 
inquiries regarding annual or monthly financial statements no latel 
than 30 days after receipt of the MOl tgagee's lepOi t Ol inquiries. 

Notify the Mortgagee in WI iting within five days after instituting 
litigation seeking recovery, equitable relief, 01 defense of litiga­
tion, excluding litigation lelated to individual I esident evictions. 
The Owner may use project funds to pay for such litigation only if 
the Mortgagee authorizes, 01 a court directs, the Owner to do so 

a. Comply with the provisions of Title VIII of the Ci vil Rights Act 
of 1968, as amended, and any regulations or administrative proce­
dures issued pursuant thereto. These laws and legulations prohibit 
discrimination in the rental or financing of housing on the basis of 
race, color, religion, sex, handicap, familial status, 01 national 
Oligin. Owner agrees to administer the PlOject and related activi­
ties in a manner to affirmatively further fair housing The Ownel 
also agrees to comply with simi lal State and local fair housing laws 
and ordinances 

b. Comply with the plOvisions of Executive Or del 11063 on Equal 
OppOI tunity in Housing and alii egulations issued pursuant thereto. 
This ordel and related regulations prohibit discrimination on the 
basis of I ace, color, religion, national origin, 01 sex in housing and 
related facilities plOvided through Federal financial assistance. 

c. Not discriminate OIr-the basis of race, coIOl-;-religion, sex or 
national origin against any employee 01 applicant for employment. 
Owner agrees to include a plOvision to this effect in any contract 
or subcontract executed for Project I epail s and improvements, and 
to comply with the provisions of Executive Order 11246 and 41 
CFR Part 60, when applicable to such contracts. 

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

24. The following Ownels: (Name of Ownel entity and individual pmtllers 
jf a partnership) 

do not assume pel sonalliability for payments due under the Note 
and Mortgage or [01 payments to the Reserve for Replat:ements, or 
fOi mattels not under theil contlOl, pi ovided that said Owners shall 
remain liable under this Agreement with lespect to these matters: 

a fm funds or propel ty of the Project which come into their hands 
and which they are not entitled to retain; and 

b for their own acts and deeds 01 acts and deeds of others which they 
have authorized in violation of the plOvisions of this Agreement. 

25. Refrain from executing any document which contains provisions 
that contradict 01 oppose the pi ovisions 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 Agleement will be controlling as to the lights and 
obligations set forth 

26 The invalidity of any clause, pm t 01 provision of this Agleement 
shall not affed the validity of the lemaining portions thereof. 

C. Rights of the lVIortgngcc nnd the Secrctnry 

If the Ownel violates any plOvisiollS of this Agreement, the 
Mortgagee 01 Secretmy may send theOwnel wlitten notice of such 
violation by legisteled 01 certified mail. If such violation is not 
con ected to the satisfaction of the MOl tgagee OJ Seci etmy (which­
ever pm ty 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 MOl tgagee or Secretary, as applicable, 
may initiate any of the following actions: 

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

b. Collect all payments for sel vice and othel income of the plOject 
and usc such collections to pay the Owner's 0bligations under this 
Agreement and under the Note and MOl tgage and the llecessm'y 
expenses of maintaining and opel ating the PlOject. 
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c. Take possession of the Project, bring any action necessary to 
enforce any rights of the Owner related to opel ation of the project, 
and operate the Project in accordance with the terms of this 
Agreement until such time as the Mortgagee or Secretuy deter­
mines that the Owner is again in a position to operate the PlOject 
in accOidance with the tcrms of this Ap eement, 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 appointment of a Receiver to take over and 
operate the Project in accordance with the tellns of the Agleement 
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 ascel tain 

e. With the prior written approval of the SecretalY, assess the 
Owner for the cost of reasonable attorney, audit allll othel fees 
incurred in enforcing compliance with this Ap eement 

2 The dalnage to the Project as a result of Owner's breach of its duties 
and ohligations under this Agleement will include, but not be 
limited to, the amounts specified below Any damages collected or 
I ecovered hy the MOl tgagee or the Sccletary will be payable to the 
Project account. 

a In the case of unauthorized distributions of-Pioject funds or 
Project assets, the damages will he the amount of the unauthorized 
distributions pI us interest from the date the distribution was made. 

h. In the case of failure to provide administration and operation 
satisfactory to the Mortgagee and the Secletal'y, the damage will 
be the cost to the Project resulting from such failure. 

c. In the case of willful or negligent failure to maintain the Project 
in appropJiate physical condition, the damage will be the cost of 
the lepails lequiled to retUin the Project to decent, safe, and 
sanitalY condition. 

dIn the case of incull ing costs significantly in excess of alnounts 
oldinalily paid, thc damage will be such excess costs 

In Witness Thereof, the pal·ties hereto have set their hands and seals on the date filst herein above written. 

Warning: 18 U.S.C. 1001 provides, among othel things, that whoever knowingly and willingly makes 01 uses a document or writing containing any 
false, fictitious or fraudulent statement or entry, in any matter within the jurisdiction of any depal·tment or agency of the United States, shall be fined 
not more than $10,000 or imprisoned for not mOle than five yeal's, or both 

12 U.S.C. § 1715z-19 provides that, "Whoever, as an Owner, agent, or manager, OJ who is otherwise in custody, control, or possession of property that 
is security for a mortgage note that is insured, acquired, or held hy the Secl etary pursuant to section .. , 207,. 221 (d), ... 223(f), .. 232, .. 244, ... willfully 
uses or authorizes the use of any Pal·t of the rents, assets, pi oceeds, income or othel funds del i ved from pi opel ty covered hy 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. , fO! any purpose 
other than to meet actual or necessal y cxpenses that include expenses applOved by thc Sec.:l etaJY (or the coinsUi ing lender, if such approval is required 
under the terms of [this] legulatory agreement), shall be fined not mOle than $250,000 or imprisoned not mOle than 5 years, or both" 

Owner MORTGAGEE 

Seal 

By __________ ~ ________________________________ ___ By 

Date _____ _ Date _____ _ 

Acknowlcdgcmcnt of Mortgagor and MOI'tgagcc 
(In accOJdanc.:e with FOJm in State where ploperty iii located) 

Witness 

Date ____ _ 
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Attachment A 

Project Name: 

FHA Project No.: 

Provide legal descIiption of the plOject. 
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