U.S. Department of Housing
Regulatory Agreement and Urban Development

Housing for the Elderly, Nursing Homes, Office of Housing o
Intermediate Care Facilities Federal Housing Commissioner

and/or Board and Care Homes
(Nonprofit Only)

Instructions to Closing Attorney

1. The attached Regulatory Agreement must be executed and.
recorded before the Note is endorsed for insurance.
8.
2. You will note that there is space left on the last page of the
printed form for proper execution of the instrument.

3. The Agreement is to be executed in the name of the Secre-
tary. Ordinarily, it will be signed for the Secretary by the
Field Office Manager who endorses the Note for insurance.

4. The Agreement must also be executed by the mortgagor.

5. The execution by the Secretary and by the mortgagor must be
in accordance with the requirements of the jurisdiction and 9.
must permit the instrument to be recorded. Ordinarily, this
will require separate acknowledgments by the Field Office
Manager and by the person signing the mortgage. Gener-
ally, the acknowledgment by the person signing for the
mortgagor can be in the same form as is used on thelO.
mortgage.

6. Recording must be in the proper office in the jurisdiction
where the mortgaged property is located. Usually this will
be the same office in which the mortgage was recorded, but
recording may be in a different book or set of records.

Recording must be at the expense of the mortgagor.

Where there is a substitution of mortgagor and the mortgaget
property is being transferred form one mortgagor to another,
approval of such transfer by the Secretary is required by the
Regulatory Agreement. Before such approvalis given a new
Regulatory Agreement must be executed and recorded by
the new mortgagor. This Regulatory Agreement may be
used in this situation since it provides in the second para-
graph that the consideration for the agreement may be “the
consent of the Secretary to the transfer of the mortgagec
property.”

Sufficient space is left on the last page for the insertion of any
necessary additional provisions. Any substantial changes ir
the terms of the Agreement should receive the approval of
HUD Headquarters.

The dollar amount to be inserted in paragraph 2 is 1/12 of the
annual Reserve for Replacement recited in the Commit-
ment. In Nursing Homes, Intermediate Care Facilities, and
Board and Care Homes, it is calculated on form HUD-

92264-NHICF - Project Analysis and Appraisal, and in-

cludes both realty and non-realty items.
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Regulatory Agreement

Housing for the Elderly, Nursing Homes,
Intermediate Care Facilities

and/or Board and Care Homes
(Nonprofit Only)

U.S. Department of Housing
and Urban Development

Office of Housing

Federal Housing Commissioner

Project Number Mortgagee

Amount of Mortgage Note Date

Mortgage Recorded: State County Date

This Agreement entered day of , 19 , between

, whose address is

hereinafter called Mortgagor, and the undersigned Secretary of Housing and Urban Development, hereinafter called Secreta

In consideration of the endorsement for insurance by the Secretary of the above described Note or in consideration oft thfe cor
the Secretary to the transfer of the mortgaged property, and in order to comply with the requirements of the National ¢t@rging A
the Regulations adopted by the Secretary pursuant thereto, the Mortgagor agrees for itself, its successors and assigngend al
of the mortgaged property, that in connection with the mortgaged property and project operated thereon and so long acthe C
of Mortgage Insurance continues in effect, and during such further period of time as the Secretary shall be the owneemofreins
the Mortgage, or during any time the Secretary is obligated to insure a mortgage on the mortgaged property:

(1) Mortgagor shall promptly make all payments due under the(4) Mortgagor shall not without the prior written approval of the

(2)

(3

Note and Mortgage, and shall hold the Secretary harmless
under its Contract of Mortgage Insurance.

(a) Mortgagor will establish or continue to maintain a
reserve fund for replacements by the allocation to such
reserve fund in a separate account with the Mortgagee or in
a safe and responsible depository designated by the Mortga-
gee, concurrently with the beginning of payments towards
amortization of the principal of the Mortgage insured or held
by the Secretary of an amount equal to $
per month unless a different

date or amount is approved in writing by the Secretary. Such
fund, whether for the purpose of effecting replacement of
structural elements, and mechanical equipment of the proj-
ect or for any other purposes, may be made after the consent
in writing of the Secretary. In the event of a default in the
terms of the Mortgage, pursuant to which the loan has been
accelerated, the Secretary may apply or authorize the appli-
cation of the balance in such fund to the amount due on the
mortgage debt as accelerated.

(b) Where Mortgagor is acquiring a project already subject
to an insured mortgage, the reserve fund for replacements to
be established will be equal to the amount due to be in such
fund under existing agreements or charter provisions at the
time Mortgagor acquires such project, and payments here-
under shall begin with the first payment due on the mortgage
after acquisition, unless some other method of establishing
and maintaining the fund is approved in writing by the
Secretary.

The real property covered by the mortgage and this agree-
ment is described in Schedule A attached hereto.

Secretary:

(a) Transfer, dispose of or encumber any of the mortgagec
property. Any such transfer shall be only to a person or
persons or corporation satisfactory to an approved by the
Secretary, who shall, by legal and valid instrument in

writing, to be recorded or filed in the same recording office

in which conveyances of the property covered by the mort-
gage are required to be filed or recorded, duly assume al
obligations under this agreement and under the insured Nott
and Mortgage;

(b) Assign, transfer, dispose of, or encumber any personal
property of the project, including rents, and shall not dis-
burse or pay out any funds except for usual operating
expenses and necessary repairs;

(c) Remodel, reconstruct, or demolish any part of the mort-
gaged property or subtract from any real or personal property
of the project;

(d) Pay any compensation or make any distribution of
income or other assets to any of its officers, directors or
stockholders;

(e) Enter into any contract or contracts for supervisory or
managerial services;

() Require, as a condition of the occupancy or leasing of any
unit in the project, any consideration or deposit other than the
prepayment of the first month’s rent plus a security deposit in
an amount not in excess of one month’s rent to guarantee th
performance of the covenants of the lease. Any fund collectec
as security deposits shall be kept separate and apart from a
other funds of the project in a trust account the amount of which

shall at all times equal or exceed the aggregate of all outstand-

ing obligations under said account;
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(5)

(6)

(7)

(8)

(9)

g) Permit the use of the dwelling accommodations or
nursing facilities of the project for any purpose except the
use which was originally intended, or permit commercial
use greater than the originally approved by the Secretary.
The Mortgagor agrees to deposit in a residual receipts fund
any residual receipts realized from the operation of the
mortgaged property. No distribution from such fund shall be
made without the prior written approval of the Secretary.
Any distribution from such fund, which the party receiving
such distribution is not entitled to retain hereunder, shall be
held in trust separate and apart from any other funds.
Mortgagor shall maintain the mortgaged premises, accom-
modations and the grounds and equipment appurtenant
thereto, in good and substantial repair and conditi®ro-
vided that, in the event all or any of the buildings covered
by the mortgage shall be destroyed or damaged by fire or
other casualty, the money derived from any insurance on the
property shall be applied in accordance with the terms of the
mortgage.

Mortgagor shall not file any petition in bankruptcy, or for a
receiver, or in insolvency, or for reorganization or compo-
sition, or make any assignment for the benefit of creditors or
to a trustee for creditors; or permit an adjudication in
bankruptcy, the taking possession of the mortgaged property
or any part thereof by a receiver, or the seizure and sale of
the mortgaged property or any part thereof under judicial
process or pursuant to any power of sale and fail to have such
adverse actions set aside within 45 days.

Mortgagor shall immediately satisfy or release any me-
chanic’s lien, attachment, judgment lien, or any other lien
which attaches to the mortgaged property or any personal
property used in the operation of the project, and shall
dismiss or have dismissed or vacated any receivership or
petition in bankruptcy or assignment for benefit of creditors,
creditors bill or insolvency proceeding involving the project
or the mortgaged property.

(a) If the mortgagor has any business or activity other than
the project and operation of the mortgaged property, it shall
maintain all income and other funds of the project segre-
gated from any other funds of the mortgagor and segregated
from any funds of any other corporation or person. Income
and other funds of the project shall be expended only for the
purposes of the project.

(b) Mortgagor shall provide for the management of the
project in a manner satisfactory to the Secretary. Any
management contract entered into by the mortgagor involv-
ing the project shall contain a provision that it shall be
subject to termination, without penalty and with or without

cause, upon written request by the Secretary addressed to the

mortgagor and the management agent. Upon receipt of such
request the mortgagor shall immediately terminate the con-
tract within a period of not more than thirty (30) days and
shall make arrangements satisfactory to the Secretary for
continuing property management of the project.

(c) Mortgagor shall make no payment for services, sup-
plies, or materials unless such services are actually rendered
for the project or such supplies or materials are delivered to
the project and are reasonably necessary for its operation.

Payments for such services, or materials shall not exceed th
amount ordinarily paid for such services, supplies, or mate-
rials in the area where the services are rendered or the
supplies or materials furnished.

(d) The mortgaged property, equipment, buildings, plans,
offices, apparatus, devices, books, contracts, records, docu
ments, and other papers relating thereto shall at all times be
maintained in reasonable condition for proper audit and
subject to examination and inspection at any reasonable
time by the Secretary or his duly authorized agents. Mort-
gagor shall keep copies of all written contracts or other
instrument which affect the mortgaged property, all or any
of which may be subject to inspection and examination by
the Secretary or his duly authorized agents.

(e) The books and account of the operations of the mort-
gaged property and other the project shall be kept in accor:
dance with the requirements of the Secretary.

(f) Within 60 days following the end of each fiscal year the
Secretary shall be furnished with a complete annual finan-
cial report based upon an examination of the books and
records of mortgagor prepared in accordance with the re-
guirements of the Secretary, certified to by an officer of the
mortgagor and, when required by the Secretary, preparec
and certified by a Certified Public Accountant, or other
person acceptable to the Secretary, prepared and certified b
a Certified Public Accountant, or other person acceptable to
the Secretary.

(g) At the request of the Secretary, his agents, employees
or attorneys, the Mortgagor shall give specific answers to
guestions upon which information is desired from time to
time relative to the income, assets, liabilities, contracts,
operations, and condition of the property and the status of
the insured mortgage and any other information with respect
to the mortgagor or the mortgaged property and of the
project which may be requested.

(h) All receipts of the project shall be deposited in the name
of the project in a bank, whose deposits are insured by the
F.D.l.C. Such funds shall be withdrawn only in accordance
with the provisions of this agreement for expenses of the
project. Any person receiving funds of the project shall
immediately deposit such funds in the project bank account
and failing so to do in violation of this agreement shall hold
such funds in trust. Any person receiving property of the
project in violation of this agreement shall immediately
deliver such property to the project and failing so to do shall
hold such property in trust.

(i) Mortgagor or its lessee shall at all times, if required by
the laws of the jurisdiction, maintain in full force and effect
a license to operate the project from the State and/or othe
licensing authority. Mortgagor shall not lease all or part of
the project except on terms approved by the Secretary.

(j) The Mortgagor shall not collect from tenants or occu-
pants or prospective tenants or occupants of the project al
admission fee, founders’ fee, life-care fee, or similar pay-
mentpursuant to any agreement, oral or written, whereby the
Mortgagor agrees to furnish accommodations or services in the
project to persons making such payments.
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231 mortgagors:

(a) Mortgagor will give preference or priority to opportu-
nity to occupy its dwelling accommodations to elderly
persons and handicapped persons as defined in the appli-
cable HUD Regulations promulgated by the Secretary.

(b) Mortgagor will make its dwelling accommodations and
services available to eligible occupants at charges estab-
lished in accordance with a schedule to be approved in
writing by the Secretary. Such accommodations shall not be
rented for a period of less than thirty days. Commercial
facilities, if any, shall be rented only in accordance with a

schedule of charges fixed by the owners and approved in
writing by the Secretary. Subleasing of dwelling accommo-
dations or commercial facilities shall be permitted only

upon the terms and conditions approved by the Secretary.

(11)The following requirements are applicable only to Section

232 mortgagors:

(a) The mortgagor shall, pursuant to HUD Regulations, be
required to suitably equip the project for nursing homes,
intermediate care facility, and/or board and care home
operations. Mortgagor agrees to perform all obligations of
any chattel mortgage, conditional sale, lease or lease-pur-
chase agreement, or other type of financing arrangement
designed to acquire equipment for the project. Any plan for
the acquisition of equipment (other than outright purchase)
must be approved in writing by the mortgagee and the
Secretary and shall contain provision extending to the mort-

gagee, its successors or assigns, the option to assume such

financing (or leasing) obligation of the mortgagor upon
default; further, such financing (or leasing) arrangement
shall require the vendor-lessor to furnish written notice of
default to the mortgagee and the Secretary before exercising
any other its rights or remedies.

(b) The mortgagor shall execute and record a chattel mort-
gage in favor of the mortgagee covering the mortgagor’s
interest in all equipment used for the nursing home interme-
diate care facility and/or board and care home operation
except for such equipment as HUD may exempt from such
coverage. Said chattel mortgage shall provide that a default
in the terms of the Note and Mortgage upon the realty shall
also constitute a default thereunder.

(c) The mortgagor must be a sole asset mortgagor.

(12)Mortgagor agrees to comply with the provisions of any

Federal, State or local law prohibiting discrimination in
housing on the grounds of race, color, religion (creed), sex,
handicap, familial status, or national origin, including the
Fair Housing Act (Title VIII of the Civil Rights Act of 1968,

as amended, 42 U.S.C. 3601-19) and Executive Order
11063, Equal Opportunity in Housing (27 Fed. Reg. 11527),
and all requirements imposed by or pursuant to the regula-
tions of the Department of Housing and Urban Development
implementing any of the foregoing authorities.

(10)The following requirements are applicable only to Section (13)No litigation seeking the recovery of a sum in excess of

$3,000 nor any action for specific performance or other
equitable relief shall be instituted nor shall any claim for a
sum in excess of $3,000 be settled or compromised by the
Mortgagor unless prior written consent thereto has been
obtained from the Secretary. Such consent may be subject t
such terms and conditions as the Secretary may prescribe

(14)Upon a violation of any of the above provisions of this

Agreement by mortgagor, the Secretary may give written
notice, thereof, to mortgagor, by register or certified mail,

addressed to the address stated in this Agreement, or suc
other address as may subsequently, upon appropriate writte
notice thereof to the Secretary, be designed by the mortga
gors as their legal business address. If such violation is no
corrected to the satisfaction of the Secretary within 30 days
after the date such notice is mailed or within such further
time as the Secretary determines it is necessary to correct th
violation, without further notice the Secretary may declare

a default under this Agreement effective on the date of such
declaration of default and upon such default the Secretary
may:

(1) (a) Ifthe Secretary holds the note - declare the whole of
said indebtedness immediately due and payable and thel
proceed with the foreclosure of the mortgage.

(b) If said note is not held by the Secretary - notify the
holder of the note of such default and request holder to
declare a default under the note and mortgage, and the
holder after receiving such notice and request, but not
otherwise, at its option, may declare the whole indebtednes:
due and thereupon proceed with foreclosure of the mort-
gage, or assign the note and mortgage to the Secretary &
provided in the Regulations;

(2) Collect all rents and charges in connection with the
operation of the project and use such collections to pay the
mortgagor’s obligations under this agreement and under the
note and mortgage, and the necessary expenses of preser
ing the property and operating the project.

(3) Take possession of the project, bring any action neces:
sary to enforce any rights of the mortgagor growing out of
the project operation, and operate the project in accordanc
with the terms of this Agreement until such time as the
Secretary in his discretion determines that the mortgagor is
again in a position to operate the project in accordance with
the terms of this Agreement and in compliance with the
requirements of the note and mortgage.

(4) Apply to any court, State or Federal, for specific per-

formance of this Agreement, for an injunction against any
violation of the Agreement, for the appointment of a re-

ceiver to take over and operate the property in accordance
with the terms of the agreement, or for such other relief as
may be appropriate, 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 ascertain.
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(15)As security for the payment due under this Agreement to the
Reserve Fund for Replacements, and to secure the Secretary

because of his liability under the endorsement of the Note

for insurance, and as security for the other obligations under
this Agreement, the mortgagor respectively assigns, pledges
and mortgages to the Secretary its rights to the income and
charges of whatever sort which it may receive or be entitled

to receive from the operations of the mortgaged property,

subject, however, to any assignment of rents or project

income in the mortgage referred to herein. Until a default is

declared under this Agreement, however, permission is

granted to mortgagor to collect and retain under the provi-

sions of this Agreement such rents, profits, income, and

charges, but upon default this permission is terminated, as to
all rents, profits, income, and charges due to collected

thereafter.

(16)As used in this Agreement the term:

(a) “Mortgage” includes “Deed of Trust”, “Chattel Mort-

(g) “Residual Receipts” means any cash remaining after:
(1) The payment of:

(i) All sums due or currently required to be paid under
the terms of any mortgage or note insured or held by the
Secretary of Housing and Urban Development;

(if) All amounts required to be deposited in the reserve
fund for replacements:

(i) All obligations of the project other than the mort-
gage insured or held by the Secretary unless funds for
payment are set aside or deferment of payment has bee
approved by the Secretary; and

(2) The segregation of:

(i) An amount equal to the aggregate of all special
funds required to be maintained by the project;

(if) All tenant security deposits held.

gage”, and any other security for the Notice identified (17)The Secretary shall not be liable for any of his acts hereunde

herein, and endorsed for insurance or held by the Secretary;

except for flagrant misfeasance.

(b) “Mortgagee” refers to the holder of the mortgage iden- (18)This instrument shall bind, and the benefits shall inure to,

tified herein, its successors and assigns;

(c) “Mortgaged Property” includes all property, real per-
sonal, or mixed, covered by the mortgage or mortgages
securing the note endorsed for insurance or held by the
Secretary;

(d) “Project” includes the mortgaged property and all its
other assets or whatsoever situate, used in or owned by th
business conducted on said mortgaged property.

(e) “Distribution” means any withdrawal or taking of cash
or other assets of the project other than for mortgage pay-
ments or for payment of reasonable expenses incident to it
construction, operation and maintenance;

(f) “Default” means a default declared by the Secretary
when a violation of this Agreement is not corrected to his
satisfaction within the time allowed by this Agreement or
such further time as may be allowed by the Secretary afte
written notice.

the respective parties hereto, their legal representatives
executors, administrators, successors in office or interest.
and assigns, and all owners of the mortgaged property, st
long as the contract of mortgage insurance continues in
effect, and during such further time as the Secretary shall be
the owner of reinsurer or the Mortgage, or obligated to
insure the Mortgage.

?19)The invalidity of any clause, part of provision of this

Agreement shall not affect the validity of the remaining
portions thereof.

éZO)Mortgagor warrants that it has not, and will not execute any

other agreement with provisions contradictory of, or in

opposition to, the provisions hereof, and that, in any event,
the requirements of this Agreement are paramount and
controlling as to the rights and obligations set forth and
supersede any other requirements in conflict therewith.

r(To be executed with formalities for recording a deed to real estate
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