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This Regulatory Agreement for Multifamily Projects (“ Agreement”) is entered into

this day of , 20__, between ,
a organized and existing under the laws of
, Whose address is , its successors, heirs, and assigns (jointly and

severally) (Borrower) and the United States Department of Housing and Urban
Development, acting by and through the Secretary, his or her successors, assigns or
designates (HUD).

In consideration of, and in exchange for an action by HUD, HUD and Borrower agree
to the terms of this Agreement. The HUD action may be one of the following: HUD’s
endorsement for insurance of the Note, HUD’s consent to the transfer of the Mortgaged
Property, HUD's sale and conveyance of the Mortgaged Property, or HUD’s consent to
other actions related to Borrower or to the Mortgaged Property.

Further, Borrower and HUD execute this Agreement in order to comply with the
requirements of the National Housing Act, as amended, and the regulations adopted by
HUD pursuant thereto. This Agreement shall continue during such period of time as
HUD shall be the owner, holder, or insurer of the Note. Upon satisfaction of such Note,
this Agreement shall automatically terminate. However, Borrower shall be responsible
for any Violations of this Agreement which occurred prior to termination.

Violation of this Agreement may subject Borrower and other signatories hereto to
adverse actions. Refer to Article VII below.

AGREEMENTS: Borrower and HUD covenant and agree as follows:
I. DEFINITIONS

1. DEFINITIONS. Any capitalized term or word used herein but not defined shall have
the meaning given to such term in the Security Instrument between Borrower and
Lender or the Note. The following terms, when used in this Agreement (including when
used in the above recitals), shall have the following meanings, whether capitalized or
not and whether singular or plural, unless, in the context, an incongruity results:

a. “Affiliate” means any person or business concern that directly or indirectly
controls policy of a Principal or has the power to do so. Persons and business
concerns controlled by the same third party are also Affiliates.

b. “Borrower” means all entities identified as “Borrower” in the first paragraph of
the Security Instrument, together with any successors, heirs, and assigns (jointly
and severally). “Borrower” shall include any entity taking title to the Mortgaged
Property whether or not such entity assumes the Note. Whenever the term
“Borrower” is used herein, the same shall be deemed to include the obligor of the
debt secured by the Security Instrument and shall also be deemed to be the
mortgagor as defined by Program Obligations.
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c. “Business Day” is defined in Section 46.

d. “Construction Contract” means the construction contract, approved by HUD,
between Borrower and the contractor contracting to perform construction or
substantial rehabilitation on the Project.

e. “Declaration of Default” is defined in Section 37.

f. “Displaced Persons or Families” means a person, family or families, displaced
from (i) an urban renewal area, (ii) as a result of government action, or (iii) as a
result of a major disaster determined by the President pursuant to the Robert T.
Stafford Disaster Relief and Emergency Assistance Act.

g. “Distribution” means any disbursal, conveyance or transfer of any portion of the
Mortgaged Property, including the segregation of cash or assets for subsequent
withdrawal as Surplus Cash, other than in payment of Reasonable Operating
Expenses, or any other disbursement, conveyance, or transfer provided for in
this Agreement.

h. “Elderly Person” means any person, married or single, who is 62 years of age
or older.

i. “Fixtures” means all property or goods that become so related or attached to
the Land or the Improvements that an interest arises in them under real property
law, whether acquired now or in the future, excluding all tenant owned goods and
property, and including but not limited to: machinery, equipment, engines,
boilers, incinerators, installed building materials; systems and equipment for the
purpose of supplying or distributing heating, cooling, electricity, gas, water, air, or
light; antennas, cable, wiring and conduits used in connection with radio,
television, computers, security, fire prevention, or fire detection or otherwise used
to carry electronic signals; telephone systems and equipment; elevators and
related machinery and equipment; fire detection, prevention and extinguishing
systems and apparatus; security and access control systems and apparatus;
plumbing systems; water heaters, ranges, stoves, microwave ovens,
refrigerators, dishwashers, garbage disposals, washers, dryers and other
appliances; light fixtures, awnings, storm windows and storm doors; pictures,
screens, blinds, shades, curtains and curtain rods; mirrors; cabinets, paneling,
rugs and floor and wall coverings; fences, trees and plants; swimming pools;
playground and exercise equipment and classroom furnishings and equipment.

j. “Goods and Services” is defined in Section 22.
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k. “HUD” means the United States Department of Housing and Urban
Development acting by and through the Secretary in his or her capacity as
insurer or holder of the Loan under the authority of the National Housing Act, as
amended, the Department of Housing and Urban Development Act, as amended,
or any other federal law or regulation pertaining to the Loan or the Mortgaged
Property.

[. “Impositions” and “Imposition Deposits” are defined in the Security
Instrument.

m. “Improvements” means the buildings, structures, and alterations now
constructed or at any time in the future constructed or placed upon the Land,
including any future replacements and additions.

n. “Indebtedness” means the principal of, interest on, and all other amounts due at
any time under the Note, the Security Instrument, and any other Loan Document,
including prepayment premiums, late charges, default interest, and advances to
protect the security as provided in the Security Instrument.

0. “Land” means the estate in realty described in Exhibit A.

p. “Leases” means all present and future leases, subleases, licenses, concessions
or grants or other possessory interests now or hereafter in force, whether oral or
written, covering or affecting the Mortgaged Property, or any portion of the
Mortgaged Property (including but not limited to proprietary leases, non-
residential leases or occupancy agreements if Borrower is a cooperative housing
corporation), and all modifications, extensions or renewals. (Ground leases that
create a leasehold interest in the Land and where the Borrower’s leasehold is
security for the Loan are not included in this definition.)

g. “Lender” means the entity identified as "Lender" in the first paragraph of the
Security Instrument, or any subsequent holder of the Note, and whenever the
term “Lender” is used herein, the same shall be deemed to include the Obligee,
or the Trustee(s) and the Beneficiary of the Security Instrument and shall also be
deemed to be the mortgagee as defined by Program Obligations.

r. “Loan” means the loan initially made by Lender to Borrower, as defined in the
Security Instrument.

s. “Mortgaged Property” means all of Borrower's present and future right, title and
interest in and to all of the following whether now held or later acquired:
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(1)
(2)
®3)
(4)
(5)

(6)

(7)

(8)

9)

(10)

the Land,;

the Improvements;
the Fixtures;

the Personalty;

all current and future rights, including air rights, development rights,
zoning rights and other similar rights or interests, easements, tenements,
rights-of way-, strips and gores of land, streets, alleys, roads, sewer rights,
waters, watercourses, and appurtenances related to or benefiting the Land
or the Improvements, or both, and all rights-of-way, streets, alleys and
roads that may have been or may in the future be vacated;

all insurance policies covering the Mortgaged Property, and all proceeds
paid or to be paid by any insurer of the Land, the Improvements, the
Fixtures, the Personalty or any other part of the Mortgaged Property,
whether or not Borrower obtained such insurance policies pursuant to
Lender’s requirement;

all awards, payments and other compensation made or to be made by any
Governmental Authority with respect to the Land, the Improvements, the
Fixtures, the Personalty or any other part of the Mortgaged Property,
including any awards or settlements resulting from condemnation
proceedings or the total or partial taking of the Land, the Improvements,
the Fixtures, the Personalty or any other part of the Mortgaged Property
under the power of eminent domain or otherwise and including any
conveyance in lieu thereof;

all contracts, options and other agreements for the sale of the Land, the
Improvements, the Fixtures, the Personalty or any other part of the
Mortgaged Property entered into by Borrower now or in the future,
including cash or securities deposited to secure performance by parties of
their obligations;

all proceeds (cash or non-cash), liquidated claims or other consideration
from the conversion, voluntary or involuntary, of any of the Mortgaged
Property and the right to collect such proceeds, liquidated claims or other
consideration;

all Rents and Leases;
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(11)

(12)

(13)

(14)

(15)

(16)

(17)

all earnings, royalties, instruments, accounts, accounts receivable,
supporting obligations, issues and profits from the Land, the
Improvements or any other part of the Mortgaged Property, and all
undisbursed proceeds of the Loan and, if Borrower is a cooperative
housing corporation, maintenance charges or assessments payable by
shareholders or residents;

all Imposition Deposits;

all refunds or rebates of Impositions by any Governmental Authority or
insurance company (other than refunds applicable to periods before the
real property tax year in which the Security Instrument is dated);

all forfeited tenant security deposits under any Lease;

all names under or by which any of the above Mortgaged Property may be
operated or known, and all trademarks, trade names, and goodwill relating
to any of the Mortgaged Property;

all deposits and/or escrows held by or on behalf of Lender under Collateral
Agreements; and

all awards, payments, settlements or other compensation resulting from
litigation involving the Project.

Notwithstanding items numbered (1) through (17) above, Borrower may hold non-
project funds in separate, segregated accounts, specifically labeled as non-project
funds, which are not part of the Mortgaged Property. These accounts may hold those
assets owned or received by Borrower, through equity contributions, gifts, or loan
proceeds that were not required by HUD to become part of the Mortgaged Property and
were not made a part of the Mortgaged Property by Borrower and funds released from
the Mortgaged Property in compliance with Program Obligations (such as Distributions
of Surplus Cash and loan repayments, if allowed). [If such accounts already exist, it is
acceptable to identify them here, for example: The [name of accounts/reserves] are
designated non-project fund accounts.]

t. “Note” means the Note executed by Borrower described in the Security
Instrument, including all schedules, riders, allonges and addenda, as such Note
may be amended from time to time.

u. “Notice” is defined in Section 46.
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v. “Personalty” means all equipment, inventory, and general intangibles. The
definition of “Personalty” includes furniture, furnishings, machinery, building
materials, appliances, goods, supplies, tools, books, records (whether in written
or electronic form), computer equipment (hardware and software) and other
tangible or electronically stored personal property (other than Fixtures) that are
owned, leased or used by Borrower now or in the future in connection with the
ownership, management or operation of the Land or the Improvements or are
located on the Land or in the Improvements, and any operating agreements
relating to the Land or the Improvements, and any surveys, plans and
specifications and contracts for architectural, engineering and construction
services relating to the Land or the Improvements, choses in action and all other
intangible property and rights relating to the operation of, or used in connection
with, the Land or the Improvements, including all certifications, approvals and
governmental permits relating to any activities on the Land. Intangibles shall also
include all cash and cash escrow funds related to the Project, such as but not
limited to: Reserve for Replacement accounts, bank accounts, Residual Receipt
accounts, and investments.

w. “Principal” means:

(2) an individual, joint venture, partnership, corporation, trust, nonprofit
association, or any other public or private entity proposing to participate,
or participating, in a project as sponsor, owner, prime contractor, turnkey
developer, management agent, packager, or consultant; and architects
and attorneys who have any interest in the project other than an arms-
length fee arrangement for professional services;

(2) the term principal also includes: (i) any Affiliates of a principal; (i) if the
principal is a partnership, all general partners, and each limited partner
having a 25 percent or more interest in the partnership; (iii) if the principal
is a public or private corporation or governmental entity; the president,
vice-president, secretary and treasurer and any other executive officers
who are directly responsible to the board of directors, or the equivalent
thereof; all the directors; and each stockholder having a 10 percent or
more interest; and

(3)  specifically excepted from this definition of a principal are: (i) parties
whose sole interest is that of purchaser or owner of less than five
individual unit(s) in the same condominium or cooperative development;
(ii) parties whose sole interest is that of a tenant; and (iii) public housing
agencies.
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X. “Project” and “Project Assets” mean the Mortgaged Property.

y. “Program Obligations” means (1) all applicable statutes and any regulations
issued by the Secretary pursuant thereto that apply to the Project, including all
amendments to such statutes and regulations, as they become effective, except that
changes subject to notice and comment rulemaking shall become effective only
upon completion of the rulemaking process, and (2) all current requirements in HUD
handbooks and guides, notices, and mortgagee letters that apply to the Project, and
all future updates, changes and amendments thereto, as they become effective,
except that changes subject to notice and comment rulemaking shall become
effective only upon completion of the rulemaking process, and provided that such
future updates, changes and amendments shall be applicable to the Project only to
the extent that they interpret, clarify and implement terms in this Agreement rather
than add or delete provisions from such document. Handbooks, guides, notices,
and mortgagee letters are available on “HUDCLIPS,” at www.hud.gov.

z. “Property Jurisdiction” is (are) the jurisdiction(s) in which the Land is located.

aa. “Reasonable Operating Expenses” means the reasonable expenses and
payments that arise from the purchase of goods or services which are exclusively
used for the operation, maintenance, and routine repair of the Project (including all
payments and deposits required under this Agreement, the Note, or the Security
Instrument), or as otherwise permitted by Program Obligations.

bb. “Rents” means all rents (whether from residential or non-residential space),
revenues, issues, profits (including carrying charges, maintenance fees, and other
cooperative revenues, and fees received from leasing space on the Mortgaged
Property), other income of the Land or the Improvements, gross receipts,
receivables, parking fees, laundry and vending machine income and fees and
charges for food and other services provided at the Mortgaged Property, whether
now due, past due, or to become due, Residual Receipts, and escrow accounts,
however and whenever funded and wherever held.

cc. “Reserve for Replacement” is defined in Section 10.

dd. “Residual Receipts” means certain funds which are restricted in their use by
Program Obligations and applicable business documents (e.g., HAP Contract, Use
Agreement) as may be more specifically described in a Residual Receipts Rider
attached hereto.

ee. “Security Instrument” means the Multifamily (Mortgage, Deed of Trust, Deed
to Secure Debt, or other designation as appropriate in Property Jurisdiction),
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Assignment of Leases and Rents and Security Agreement (HUD-94000M), and any
other security for the Indebtedness between Borrower and Lender and shall be
deemed to be the “mortgage” as defined by Program Obligations.

ff. “Surplus Cash” means certain Project cash pursuant to the calculation set forth
in Section 13.

gg. “State” includes the several states comprising the United States of America,
and Puerto Rico, the District of Columbia, Guam, the Commonwealth of the Northern
Marianas, American Samoa, and the U.S. Virgin Islands.

hh. “Taxes” means all taxes, assessments, vault rentals and other charges, if any,
general, special or otherwise, including all assessments for schools, public
betterments and general or local improvements, that are levied, assessed or
imposed by any public authority or quasi-public authority, and that, if not paid, could
become a lien on the Land or the Improvements.

ii. “Undocumented Expense” is defined in Section 16.
jj- “Violation” is defined in Section 36.

kk. “Waste” means a failure to keep the Mortgaged Property in decent, safe and
sanitary condition and in good repair. During any period in which HUD insures the
Loan or holds a security interest on the Mortgaged Property, Waste is committed
when, without Lender’'s and HUD’s express written consent, Borrower:

(2) physically changes the Mortgaged Property, whether negligently or
intentionally, in a manner that reduces its value;

(2) fails to maintain and repair the Mortgaged Property in accordance with
Program Obligations;

(3) fails to pay before delinquency any Taxes secured by a lien having priority
over the Security Instrument;

4) materially fails to comply with covenants in the Note, the Security
Instrument or this Regulatory Agreement respecting physical care,
maintenance, construction, abandonment, demolition, or insurance
against casualty of the Mortgaged Property; or

(5) retains possession of Rents to which Lender or its assigns have the right
of possession under the terms of the Loan Documents.
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[I. CONSTRUCTION; REFINANCING

2. [Check the applicable box(es):]

| ] a. CONSTRUCTION FUNDS. Borrower shall keep funds of the Mortgaged Property
to be used for construction or substantial rehabilitation separate and apart from
operating funds of the Mortgaged Property. Funds for construction or substantial
rehabilitation are identified in the Building Loan Agreement and/or Construction
Contract.

| b. DEFERRED REPAIR FUNDS. Borrower shall keep funds of the Mortgaged
Property to be used for deferred repairs separate and apart from operating funds of the
Mortgaged Property. Funds for deferred repairs are identified in the Escrow Agreement
for Deferred Repairs, if applicable.

3. UNPAID OR OUTSTANDING OBLIGATIONS. Borrower certifies, upon final or
initial/final endorsement of the Note by HUD, Borrower shall have no unpaid obligations
in connection with the purchase of the Mortgaged Property, the construction or repair of
the Mortgaged Property, or with respect to the Security Instrument, except such unpaid
obligations as have the written approval of HUD as to terms, form and amount; and,
except for those obligations approved by HUD in writing, the Land shall be paid for in
full and is free from any liens or purchase money obligations, or if the Land is subject to
a leasehold interest, it shall be subject to a HUD approved lease, and it shall be free
from any lien. As of the date hereof, Borrower has no knowledge of any liens or
encumbrances against the Mortgaged Property that are not reflected as exceptions to
coverage in the lender’s title policy insuring the Security Instrument accepted by HUD or
that are not shown on the UCC search. All contractual obligations of Borrower or on
behalf of Borrower with any party shall be fully disclosed to HUD.

4. LENDER’S CERTIFICATE. Borrower acknowledges receipt of the Lender’s
Certificate or the Request for Endorsement of Credit Instrument & Certificate of Lender,
Borrower & General Contractor, as applicable. To the extent such document
establishes or reflects obligations of Borrower, such provisions are incorporated herein
by this reference. Borrower agrees that the fees and expenses enumerated in the
applicable document have been fully paid or payment has been provided for as set forth
in such document and that all funds deposited with Lender shall be used for the
purposes set forth in such document insofar as Borrower has rights and obligations in
respect thereto.

5. CONSTRUCTION COMMENCEMENT/REPAIRS.
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11
[ a. [Check the box to the left for Construction/Substantial Rehabilitation
transactions.] Borrower certifies that it has not commenced construction or substantial
rehabilitation of the Mortgaged Property prior to HUD’s initial endorsement of the Note,
except that this Section 5a is not applicable if HUD has given prior written approval to
an early start of construction, or if this Project is an Insurance Upon Completion or if
such work has been disclosed to and approved in writing by HUD. If Borrower has
received prior written approval for early start, Borrower shall perform, observe and
comply with all Program Obligations for early start prior to initial endorsement, which
includes but is not limited to the release of liens in association with the Project, the
funding of escrows for change orders, and the payment of an inspection fee.

] b. [Check the box to the left for Refinance/Purchase transactions.] Borrower shall
complete all required repairs in accordance with the terms of the Firm Commitment.
Borrower is in receipt of HUD’s written acknowledgment of the satisfactory completion
of certain repairs to the Mortgaged Property to the extent such repairs have been
completed. Borrower has provided funds to complete any remaining deferred repairs,
as evidenced by the Escrow Agreement for Deferred Repairs, in accordance with
Program Obligations, if applicable.

6. DRAWINGS AND SPECIFICATIONS. The Mortgaged Property shall be
constructed in accordance with the terms of the Construction Contract as approved by
HUD, if any, and with the Drawings and Specifications, if any, that have been approved
by HUD and deemed attached to the Construction Contract.

7. REQUIRED PERMITS

[l a. [Check the box to the left for Construction/Substantial Rehabilitation
transactions.] The Borrower has obtained, or caused to be obtained, all necessary
certificates, permits, licenses, qualifications, authorizations, consents and approvals
from all necessary Governmental Authorities to own and operate the Project and to
carry out all of the transactions required by the Loan Documents and to comply with all
applicable federal statutes and regulations of HUD in effect on the date of the Firm
Commitment, except for those, if any, which customarily would be obtained at a later
date, at an appropriate stage of construction or completion thereof, and which the
Borrower shall obtain, or cause to be obtained, in the future. As the construction of the
Project progresses, the Borrower will obtain or cause to be obtained, and submit to
HUD and Lender all necessary building and other permits required by Governmental
Authorities. The Mortgaged Property shall not be available for occupancy by any tenant
without the prior written approval of HUD and of all other legal authorities having
jurisdiction of the Mortgaged Property.
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12
[ b. [Check the box to the left for Refinancing/Acquisition transactions.] Borrower
has obtained, or cause to be obtained, all necessary certificates, permits, licenses,
gualifications, authorizations, consents and approvals from all necessary Governmental
Authorities to own and operate the Project, to carry out all of the transactions required
by the Loan Documents and to comply with all applicable federal statutes and
regulations of HUD in effect on the date of the Firm Commitment. If HUD requires that
Borrower execute an Escrow Agreement for Deferred Repairs in connection with HUD’s
endorsement for insurance of the Note, the licenses and permits that are in effect as of
the date hereof are sufficient to allow any repair of the improvements required pursuant
to the terms of the Escrow Agreement for Deferred Repairs to proceed to completion in
the ordinary course.

8. ACCOUNTING REQUIREMENTS.

] a. [Check the box to the left for Construction/Substantial Rehabilitation
transactions.] Borrower shall submit a cost certification to HUD, if and as required by
Program Obligations, for all receipts and disbursements during the period set forth
therein. The excess of project income over property disbursements, as determined by
HUD, shall be treated as a recovery of construction cost, except as otherwise allowed in
Program Obligations.

[ b. [Check the box to the left for Refinancing/Acquisition transactions.] Borrower
shall submit a cost certification to HUD, if and as required by Program Obligations,
including all receipts and disbursements relating to repairs required pursuant to the
Building Loan Agreement and/or the Escrow Agreement for Deferred Repairs. Any
funds remaining after completion of the repairs shall be treated in accordance with
Program Obligations, and pursuant to the Escrow Agreement for Deferred Repairs, if
applicable.

[ll. FINANCIAL MANAGEMENT

9. PAYMENTS. Borrower shall make promptly all payments due under the Note,
Security Instrument, and this Agreement.

10. RESERVE FOR REPLACEMENT. Borrower shall establish and maintain a
Reserve for Replacement account for defraying certain costs of replacing major
structural elements and mechanical equipment of the Project or for any other purpose.

a. The Reserve for Replacement shall be deposited with Lender or in a safe and
responsible depository designated by Lender in accordance with Program Obligations.
Such funds shall at all times remain under the control of Lender or Lender’s designee
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and shall be held in accounts insured or guaranteed by a federal agency and in
accordance with Program Obligations.

b. Borrower shall deposit a monthly amount of $ concurrently with the
Amortization Commencement Date unless a different date or amount is established by
HUD. The amount of the monthly deposit may be increased or decreased from time to
time at the written direction of HUD without a recorded amendment to this Agreement.
At least every ten years, starting from the date of initial or initial/final endorsement of the
Note, and more frequently at HUD'’s sole discretion, Borrower shall submit to HUD a
written analysis of its use of the Reserve for Replacement during the prior ten years and
the projected use of the Reserve for Replacement in accordance with Program
Obligations.

c. Borrower shall carry the balance in this account on the financial records as a
restricted asset. The Reserve for Replacement shall be invested in accordance with
Program Obligations, and any interest earned on the investment shall be deposited in
the Reserve for Replacement for use by the Project in accordance with this Section 10.

d. Disbursements from the Reserve for Replacement shall only be made after consent,
in writing, of HUD, in its sole discretion, or as otherwise approved by HUD pursuant to
Program Obligations. In the event of an actual or imminent Declaration of Default under
the terms of the Security Instrument, a written notification by HUD to Borrower of a
violation of this Agreement, or at such other times as determined solely by HUD, HUD
may direct the application of the balance in such account to the amount due on the
Indebtedness or for such Project-related purposes as may be determined solely by
HUD.

e. Inthe case of a transfer of the Mortgaged Property where the Project is already
subject to a Security Instrument insured or held by HUD as of the date hereof, and this
Agreement is now being executed by Borrower as of the date hereof, the Reserve for
Replacement now to be established shall be equal to the amount due to be in such
account under this Agreement, and payments hereunder shall begin with the first
payment due on the Security Instrument after acquisition, unless some other method of
establishing and maintaining the account is approved in writing by HUD.

f. Upon Borrower’s full satisfaction of all HUD obligations, including but not limited to
those imposed under this Agreement, Borrower shall receive any monies remaining in
the Reserve for Replacement.

11. PROPERTY AND OPERATION; ENCUMBRANCES.

a. Borrower shall deposit all Rents and other receipts of the Project in connection with
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the financing of the Project, including equity or capital contributions required under
the Firm Commitment or otherwise advanced for the purpose and as part of the
Mortgaged Property, in the name of the Project in a federally insured depository or
depositories and in accordance with Program Obligations. (Such required equity or
capital contributions shall not include certain syndication proceeds, such as proceeds
from Low Income Housing Tax Credit transactions used to repay bridge loans, all as
more fully set forth in Program Obligations.) Such funds shall be withdrawn only in
accordance with the provisions of this Agreement for Reasonable Operating Expenses
of the Project or for Distribution of Surplus Cash or as reimbursement of advances as
permitted by Sections 14 and 15 below; or for permitted deposits authorized by this
Agreement or for any other reason authorized under this Agreement. Any person or
entity receiving Mortgaged Property other than for payment of Reasonable Operating
Expenses, authorized Distributions of Surplus Cash, or for any reason authorized under
Section 34 of this Agreement, shall immediately deliver such Mortgaged Property to the
Project and failing so to do shall hold such Mortgaged Property in trust.

b. Borrower shall not engage in any business or activity, including the operation of any
other project, or incur any liability or obligation not in connection with the Project, nor
acquire an Affiliate or contract to enter into any affiliation with any party except as
otherwise approved by HUD.

c. Borrower shall satisfy or obtain a release of any mechanic’s lien, attachment,
judgment lien, or any other lien that attaches to the Mortgaged Property or any part
thereof.

d. Penalties, including but not limited to delinquent tax penalties and civil money
penalties, shall not be paid from the Project.

e. Borrower shall promptly notify HUD of the appointment of any receiver for the
Project, the filing of a petition in bankruptcy or insolvency or for reorganization.

f. Borrower shall keep the Mortgaged Property insured at all times in accordance with
the Security Instrument and Program Obligations, and Borrower shall notify HUD of all
payments received from an insurer.

g. Borrower shall notify HUD of any action or proceeding relating to any condemnation
or other taking, or conveyance in lieu thereof, of all or any part of the Mortgaged
Property, whether direct or indirect condemnation.

h. Borrower shall notify HUD of any litigation proceeding filed against Borrower or the
Project, or any litigation proceeding filed by Borrower.
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12. SECURITY DEPOSITS. Any funds collected as security deposits shall be kept
(a) separate and apart from all other funds of the Project; (b) in interest bearing trust
accounts, to the extent required by State or local law; and (c) in an amount which shall
at all times equal or exceed the aggregate of all outstanding obligations under said
account. Security deposit account interest shall be paid on a pro rata basis to tenants
or applied to sums due under their leases upon the termination of their tenancy in the
Project. The use of tenant security deposits for Project operations is prohibited unless
the tenant has forfeited the deposit.

13. SURPLUS CASH.

a. Borrower must calculate Surplus Cash as of the last day of its fiscal year. Borrower
may also, at its election, and if permitted pursuant to Program Obligations, calculate
Surplus Cash as of the last day of the sixth month of its fiscal year. Borrower shall
submit a report of its Surplus Cash calculation(s) to HUD with its required annual
financial reports, pursuant to Program Obligations.

b. Surplus Cash shall equal the sum of:

(1)

(2)
3)

(4)

(5)

(6)

(7)

Project cash and cash equivalents (excluding the Reserve for
Replacement account and other HUD-required reserves);

short-term investments;

project-based Section 8 Housing Assistance Payments earned but not yet
received by Borrower; and

any amounts approved for withdrawal but not yet withdrawn from the
Reserve for Replacements or any other reserves or escrow accounts;

after deducting:

all sums due or required to be paid within the calendar month following the
date as of which Surplus Cash is calculated under the terms of the Note
and Security Instrument (including without limitation principal, interest,
mortgage insurance premium deposits, deposits to the Reserve for
Replacements and other reserves as may be required by HUD, and tax
and insurance escrow deposits);

all special funds required to be segregated by this Agreement, the Note,
the Security Instrument, or Program Obligations, including tenant security
deposits and any other amounts held in trust for tenants; and

all other obligations of the Project payable within the next thirty days,
unless the obligation is paid subject to available Surplus Cash or subject

Previous editions are obsolete Regulatory Agreement HUD-92466M



16
funds for payment of the obligation are set aside or HUD has approved
deferment of payment.

14. DISTRIBUTIONS. Borrower shall not make or take, or receive and retain, nor
allow any Affiliate or Principal to receive or retain any Distribution of assets or any
income of any kind of the Project, except from Surplus Cash or in accordance with
Program Obligations. Distributions are governed by the following conditions:

a. No Distribution shall be made or taken from borrowed funds. Distributions shall
not be taken prior to the completion of the Project. Distributions shall not be
taken after HUD has given Notice to Borrower of a Violation under this
Agreement or an Event of Default occurs under the Note or Security Instrument.
Distributions shall not be taken when a Project is under a forbearance
agreement.

b. No Distribution shall be made or taken when either (i) necessary services
(utilities, trash removal, security, lawn service or any other services that Borrower
is required to provide) are not being provided on a regular basis, which failure
Borrower should have known about in the exercise of due care; (ii) notices of
physical repairs or deficiencies (including, but not limited to, building code
violations) by Governmental Authorities and/or by HUD have been issued and
remain unresolved to the satisfaction of the issuing public body; or (iii) Borrower
has been notified by HUD, Lender or a Governmental Authority that physical
repairs and/or deficiencies exist and Borrower has not corrected or cured the
identified items to HUD’s satisfaction. Upon completion of the repairs, HUD may
permit a Distribution to be placed in an escrow account until a subsequent
inspection has been completed by HUD. If the Project passes a subsequent
inspection, HUD may then authorize release of the funds in the escrow account
to Borrower. HUD may also permit Distributions when there are minor or
contested local code violations on a case-by-case basis.

c. Any Distribution of any funds of the Project not permitted by this Agreement or
Program Obligations shall be returned to the appropriate Project account as
specified by HUD immediately.

d. Any Distributions shall be made or taken only as permitted by the law of the
applicable jurisdiction. Distributions, if taken, must be taken out of the
appropriate Project account as specified by HUD within the accounting period
immediately following the computation of Surplus Cash, and prior to the
Borrower’s next calculation of Surplus Cash, pursuant to Section 13 above, and if
not taken within the identified period, these funds remain as Mortgaged Property
and may only be used as permitted by this Agreement.
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e. Equity or capital contributions shall not be reimbursed from Project accounts
without the prior written approval of HUD. Borrower advances for Reasonable
Operating Expenses shall not be deemed to fall under this subsection but rather
shall be treated under Section 15 below.

15. BORROWER ADVAN