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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 1407 =%

| NTRODUCED BY SESLER, STAUFFER, COPPERSM TH, HOWARD, HOBBS,

CESTERLI NG FRAME, DWYER, STAPLETON, HI LL, MELLOW MESSI NGER
ROVNER, MAZZElI, LAMB and WADE, MAY 9, 1972

REFERRED TO STATE GOVERNVENT, MAY 9, 1972

OCO~NOUITARWNE

AN ACT

Amendi ng the act of Decenber 3, 1959 (P.L.1688), entitled "An

act to pronote the health, safety and welfare of the people
of the Commonweal th by broadening the market for | owpriced
private homes and al |l eviating shortages thereof, and by
assisting in the provision of housing for elderly persons

t hrough the creation of the Pennsyl vani a Housi ng Agency as a
public corporation and governnent instrunentality; providing
for the organi zation, nmenbership and adm ni stration of the
agency, prescribing its general powers and duties and the
manner in which its funds are kept and audited, enpowering

t he agency to make housing | oans to eligible nortgagors upon
the security of insured nortgages, defining eligible

nort gagors and providing for priorities anong themin certain
i nstances, prescribing interest rates and other terns of
housi ng | oans, pernmitting the agency to nake agreenents with
financial institutions and Federal agencies, permtting the
agency to sell housing |oans, providing for the pronul gation
of regulations and fornms by the agency, prescribing penalties
for furnishing false information, enpowering the agency to
borrow noney upon its own credit by the issuance and sal e of
bonds and notes and by giving security therefor, permtting

t he refundi ng, redenption and purchase of such obligations by
t he agency, prescribing renedies of holders of such bonds and
not es, exenpting bonds and notes of the agency, the incone
therefrom and the incone and revenues of the agency from
taxation, except transfer, death and gift taxes; making such
bonds and notes | egal investnents for certain purposes; and

i ndi cati ng how the act shall becone effective,” extending
the act to rental housing and to persons of |ow and noderate
i ncome; changi ng the nanme of the act and the nane and
menber shi p of the adm ni stering agency; further providing for
t he powers and duties of the agency; and providing penalties.

The General Assenbly of the Conmonweal th of Pennsyl vani a



1 hereby enacts as follows:

2 Section 1. The title and sections 101, 102, 103, 201 and

3 202, act of Decenber 3, 1959 (P.L.1688), known as the "Housing
4 Agency Law," clause (7) of section 102 anended July 31, 1968

5 (P.L.914), are anended to read:

6 AN ACT

7 To pronote the health, safety and wel fare of the people of the
8 Commonweal th by broadening the market for [low priced private
9 homes] housing for persons and famlies of |ow and noderate
10 incone and alleviating shortages thereof, and by assisting in
11 t he provision of housing for elderly persons through the

12 creation of the Pennsylvani a Housi ng Fi nance Agency as a

13 public corporation and governnent instrunentality; providing
14 for the organization, nmenbership and adm ni stration of the
15 agency, prescribing its general powers and duties and the

16 manner in which its funds are kept and audited, enpowering
17 t he agency to nmake housing loans to [eligible] qualified

18 nort gagors upon the security of insured and uni nsured

19 nort gages, defining [eligible] qualified nortgagors and
20 providing for priorities anong [then] tenants in certain
21 i nstances, prescribing interest rates and other terns of
22 housi ng |l oans, pernmitting the agency to acquire real or
23 personal property, permtting the agency to nake agreenents
24 with financial institutions and Federal agencies, providing
25 for the purchase by persons of |ow and noderate incone of
26 housi ng units, and approving the sale of housing units,
27 permtting the agency to sell housing | oans, providing for
28 the promul gation of regulations and fornms by the agency,
29 prescri bing penalties for furnishing false information,
30 enpowering the agency to borrow noney upon its own credit by
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t he i ssuance and sal e of bonds and notes and by giving
security therefor, permtting the refunding, redenption and
pur chase of such obligations by the agency, prescribing
remedi es of hol ders of such bonds and notes, exenpting bonds
and notes of the agency, the income therefrom and the incone
and revenues of the agency fromtaxation, except transfer,
death and gift taxes; making such bonds and notes | egal
investnments for certain purposes; and indicating how the act
shal | becone effective.
Section 101. Short Title.--This act shall be known and may
Section 102. Findings and Declaration of Policy.--1t is
her eby determ ned and declared as a matter of |egislative
finding that--
(1) The welfare of the Coomonwealth is threatened by the

fact that throughout Pennsylvania the supply of [|ow priced]

private homes and rental units for persons and fam l|ies of |ow

and noderate inconme is inadequate to neet the need for such

housi ng created by an expandi ng popul ati on, the wearing out of
ol der dwellings and the elimnation of substandard dwellings by
governnmental action, and by a shortage of suitable dwellings for
el derly persons.

(2) Because of higher construction costs, a scarcity of
financing avail able for housing and the resulting increase in
interest rates, the housing need which exists in fact has not
been able to find econom c expression in a market demand
sufficient to encourage greater production of [l ow priced] hones

and rental housing [for elderly persons] by private industry for

persons and fanmilies of | ow and noderate i ncone, including the
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(3) Persons and families whose residences are condemed by

governnmental action in the prosecution of necessary public works
i n urban slum cl earance prograns and under regul atory | aws
protecting health and safety, face insuperable difficulties in

finding new [ hones which are] housing which is adequate, safe

and sanitary. Many such persons and fanilies are not eligible to
occupy public housing adm ni stered by governnental agencies and
are also unable to rent or purchase adequate, safe and sanitary
[private] housing because of the econom c conditions described.
Unl ess it beconmes economically feasible for these persons and
now being elimnated by urban renewal prograns in blighted areas
and ot her dwellings renoved by reason of other public works,
such necessary governnental activities face serious curtail nent
or interruption.

(4) The Commonweal th has a strong noral responsibility to
assist in providing opportunity for the rental or purchase of

rel ocati on housing by persons and fam |lies who are displaced by

necessary governnental action, as well as a general and
continuing responsibility to elimnate conditions which prevent
private industry from supplying [hones] housing to relieve the

general shortage of [dwellings] housing.

(5) [Private industry, if provided with market and fi nanci al
conditions warranting greater expenditure of private capital for
housi ng and for the devel opnent of technol ogi cal advances in
housi ng construction, can supply the low priced private hones

needed in this Coormonwealth.] Private industry al one has been

and now is unable to provide the financi ng necessary, at a cost

whi ch persons and fanilies of | ow and noderate i ncone can

afford, for housing for such persons and fanmilies and therefore,
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the specialized financing provided for in this act wl|

encour age greater expenditure of private capital for housing.

(6) The relationship of a sufficient provision of adequate,
safe and sanitary housing to the advancenent of the public
health and norals and to the prevention of fire, accident and
crime is clear.

(7) Therefore, it is hereby declared to be the policy of the
Commonweal th of Pennsylvania to pronote the health, safety and
wel fare of its inhabitants by the creation of a body corporate
and politic, to be known as the "Pennsyl vani a Housi ng Fi nhance
Agency," which shall exist and operate for the purposes of
all eviating the hardship which results frominsufficient
production of [l ow priced] private homes and of rental housing

for [elderly] persons and fam lies of | ow and noderate incone,

including the elderly, the hardship resulting fromthe

rel ocati on of persons displaced by governnmental action, the
del eterious effect of inadequate housing upon the general

wel fare of the Conmonweal th, and the di sadvantages, resulting
from econoni ¢ conditions, which bar private industry from
satisfying a vital need, by broadening the market for [l ow

famlies of | ow and noderate i ncone, including the el derly,

t hrough the provision of specialized financing secured by
[ nsured] nortgages to [persons or to agencies who]

corporations, individuals, joint ventures, partnerships, limted

part nershi ps, trusts, cooperatives and condoni ni uns, which are

unabl e to obtain such financing in the general market or who are

unable to participate in specialized Federal housi ng prograns

because of |ack of available Federal funds, and through

cooperation with and assi stance to the Pennsyl vani a Depart nent
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of Conmmunity Affairs as such departnent carries into effect the
powers and duties vested in it, thus inproving and stinmul ating
the distribution of investnent capital for housing. Such
pur poses are public purposes for which public noney may be
spent.

Section 103. Definitions.--As used in this act unless

ot herw se i ndi cat ed- -

(1) "Agency" neans the "Pennsyl vani a Housi ng Fi nance

Agency," the public body, corporate and politic, created by this
act .

(2) "Board" means the governing body of the agency.

(3) "Bonds" and "notes" nean the bonds and notes which the
agency is authorized to issue pursuant to article V. of this
act .

(4) "Federal agency" neans the United States of Anmerica, the
President or any departnment of the United States or any
corporation, agency or instrumentality, heretofore or hereafter
created, designated or established by the United States.

(5) "Mortgage" neans a first nortgage on a fee sinple estate
in real estate |ocated in Pennsylvania, given to secure advances
on or the unpaid purchase price of the real estate under the

| aws of Pennsylvania, together with the credit instrunents, if

any, secured thereby; the term"nortgage,” unnodified by the

word "insured," includes both i nsured nortgages and those whi ch

are not insured.

(6) "lnsured nortgage" means a nortgage insured or approved
to be insured [by the Federal Housing Adm nistration, pursuant
to the National Housing Act of June 27, 1934, and its anmendnents
and suppl enents, heretofore and hereinafter enacted] or

guar ant eed by a Federal agency and shall include instrunents or
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certificates which are guaranteed by a Federal agency and

secured by insured or guaranteed nortgages

(7)) "Act" nmeans this act and the rul es and requl ati ons

adopt ed by the agency her eunder.

(8) "Annual incone" shall nean the total annual inconme of

all nenbers of a fanmily, from whatever source derived, including

but not limted to, pension, annuity, retirenent and soci al

security benefits; provided, however, that there nay be excl uded

frominconme (i) such reasonabl e all owances for dependents, (ii)

such reasonabl e al |l owances for nedi cal expenses, (iii) all or

any proportionate part of the earnings of gainfully enpl oyed

mnors or fam |y nmenbers other than the chi ef wage earner, or

(iv) such incone as is not received reqularly, as the agency by

rule or requl ati on nmay determn ne.

(9) "Earned surplus" shall have the sane neaning as in

general |l y accepted accounti ng st andards.

(10) "Elderly or elderly person or persons" shall nean any

i ndi vidual who is qualified, by reason of age, to draw benefits

fromFederal Od Age and Survivors | nsurance or from any ot her

pensi on or annuity in which the age of the recipient is the

criterion for entitlenent, or in the absence of entitlenent to

i nsurance of the above types, one who has attai ned the age at

whi ch Federal O d Age and Survivors | nsurance benefits woul d be

payable if the individual had been covered by that insurance

(11) "Mortgagor"” shall nean individuals, joint ventures,

partnerships, limted partnerships, trusts, corporations,

cooperati ves and condoni ni uns, whether nonprofit or organi zed

for profit.

(12) "F.H A." shall nean the Federal Housi ng Adm ni stration,
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1 United States Departnment of Housing and Urban Devel opnent and
2 any successor to its functions.

3 (13) "Low incone persons or famlies" and "noderate incone
4 persons or famlies" shall nean famlies and persons who cannot
5 afford to pay the anpbunts at which private enterprise, wthout
6 the assistance of this act is providing a substantial supply of
7 decent, safe and sanitary housing. The incone limts for the

8 admi ssion of such fanmilies and persons to projects shall be

9 those established pursuant to the rules and regul ations

10 established by the agency.

11 (14) "Moderate rentals" shall nean rent charges |ess than
12 those rents generally charged for new dwelling units of

13 conparable size and location built by the unassisted efforts of
14 private enterprise and financed at then current narket interest
15 rates.

16 (15) "Low rentals" shall nean rent charges at |east ten per
17 cent lower than noderate rentals.

18 (16) "Rent" or "rentals" shall nean the charges paid by

19 noderate and | owincone persons for occupancy in a project under
20 this act, whether the project is operated on a | andl ord-tenant
21 basis or _as a condoni nium or _cooperative.
22 (17) "Project" shall nean a nunber of dwelling units
23 constructed, rehabilitated or converted to a cooperative or
24 condonmniumw th the assistance of a nortgage |oan fromthe
25 agency, including the acquisition, construction or
26 rehabilitation of |ands, buildings, equipnent, inprovenents and
27 other ancillary facilities such as, but not |limted to streets,
28 sewers, utilities, parks, site preparation, |andscaping, and
29 such ancillary facilities, offices and other nonhousi ng

30 facilities such as admnistrative, conmunity, health,
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recreati onal, educational and welfare facilities as the agency

deternmines to be necessary, conveni ent or desirable

appurt enances.

(18) "Total project cost" neans the sumtotal of all costs

incurred in the devel opnent of a project, which are approved by

t he agency as reasonabl e and necessary, which costs shal

i nclude, but are not necessarily limted to, (i) cost of |and

acqui sition and any buil dings thereon, (ii) cost of site

preparati on, denolition and devel opnent, (iii) architect,

engi neer, |legal, agency and other fees paid or payable in

connection with the pl anni ng, executi on and fi nanci ng of the

project, (iv) cost of necessary studies, surveys, plans and

permits, (v) insurance, interest, financing, tax and assessnent

costs and ot her operating and carryi ng costs duri ng

construction, (vi) cost of construction, reconstruction,

fixtures, and equi pnent related to the real property, (vii) cost

of land i nprovenents, (viii) necessary expenses in connection

with initial occupancy of the project, (ix) a reasonable profit

or fee to the builder and devel oper, (x) an all owance

establi shed by the agency for worki ng capital and conti ngency

reserves, and reserves for any antici pated operating deficits

during the first two years of occupany, (xi) the cost of such

other itens, including tenant rel ocati on, as the agency shal

deternine to be reasonabl e and necessary for the devel opnent of

the project, less any and all net rents and ot her net revenues

received fromthe operation of the real and personal property on

the project site during construction.

Al costs shall be subject to approval and audit by the

agency. The agency nay adopt rules and requl ati ons specifying in

detail the types and categories of cost which shall be all owabl e

19720S1407B1751 - 9 -



1 if actually incurred in the construction or reconstruction of a
2 project.

3 Section 201. Agency Creation.--A body corporate and politic,
4 named the "Pennsyl vani a Housi ng Fi nance Agency," is hereby

5 <created as a public corporation and governnent instrunentality
6 to have continuing succession until its existence shall be

7 termnated by | aw

8 Section 202. Agency Menbership.--The nenbers of the agency
9 shall be the Secretary of [Comrerce] Community Affairs, his

10 successors in office, and six additional nenbers whomthe

11 Governor shall appoint. The nmenbers initially appointed shal

12 serve for terns of one, two, three, four, five and six years,
13 respectively, the particular termof each to be designated by
14 the CGovernor at the tine of appointnment. The ternms of all their
15 successors shall be six years each, except that any person

16 appointed to fill a vacancy shall serve only for the unexpired
17 term Every nmenber's termshall extend until his successor is
18 appointed and qualified. Any appoi nted nmenber of the agency

19 shall be eligible for reappointnent. The nenbers of the agency
20 shall not receive conpensation for their services as nenbers,
21 but shall receive reinbursenment for all necessary expenses
22 incurred in connection with the performance of their duties as
23 nmenbers.
24 Section 2. Section 204 of the act is repeal ed.
25 Section 3. Section 205 of the act, clauses (5), (7.1) and
26 (13), anmended or added July 31, 1968 (P.L.914), is anended to
27 read:
28 Section 205. Agency Powers.--The agency shall have the
29 follow ng powers:
30 (1) To adopt, use and alter at will a corporate seal.
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3
4
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10
11
12
13
14
15
16
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26
27
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30

(2) To make and alter bylaws for the managenent and

regul ation of its affairs and to nmake and fromtine to tine

anend and repeal rules and regul ati ons governi ng the conduct of

t he busi ness of the agency.

(3) To enter into contracts of all kinds and to execute al
i nstruments necessary or convenient for carrying on its
oper at i ons.

(4) To accept grants and subsidies fromand to enter into
agreenents or other transactions with any Federal agency or

agency of the Commonweal th or other entity.

(5) To accept grants-in-aid, gifts, donations, |egacies or
usages of noney nmade or extended by individuals, organizations,
public or private corporations, departnent or instrunmentalities
of the Commonweal th, or the Federal government, and to return
noney advanced for its usage not otherwi se required for its
pur poses or for the Capital Reserve Fund created in accordance
with section [508] 504-A of this act.

(6) To be a party litigant in any court having jurisdiction
according to law in any form of action what soever.

(7) In accordance with the provisions of [article Ill. and
article I'V. of] this act to make comm tnents to purchase and to
pur chase, service and sell [insured] nortgages, and to meke
| oans directly upon the security of [insured] nortgages.

(7.1) To cooperate with and assi st the Pennsyl vani a
Department of Community Affairs as such departnent carries into
effect the powers and duties vested in it.

(8) To acquire, hold and di spose of personal property,
tangi bl e and i ntangi bl e.

(9) To acquire, hold and di spose of real property, or any

interest therein to be used by the agency for the purpose of its

19720S1407B1751 - 11 -
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of fi ces and operati ons.

(10) [To acquire real property, or any interest therein, by
purchase or forecl osure, where such acquisition is necessary or
appropriate to protect any loan in which the agency has an
interest; to sell, transfer and convey any such property to a
buyer and in the event such sale, transfer or conveyance cannot

be effected with reasonabl e pronptness or at a reasonable price,

to | ease such property to a tenant.] Acquire by purchase, gift

or foreclosure any real or personal property, or any interest

therein, to enter into any | ease of property and to hold, sell,

assi gn, | ease, encunber, nortgage or otherw se di spose of any

real or personal property, or any interest therein, or nortgage

lien interest owned by it or under its control, custody or in

its possession and release or relinquish any right, title,

claim lien, interest, easenent or denand however acquired,

i ncluding any equity or right of redenption, in property

foreclosed by it and to do any of the foregoi ng by public or

private sale, with or without public bidding, notwthstandi ng

t he provisions of any other | aw

(11) To borrow noney for the operation and work of the
agency by the nmaking of notes and by the issuance of bonds in
accordance with the provisions of article V. of this act.

(12) To invest any funds held in reserves or sinking funds,
or any funds not required for imedi ate di sbursenent, in such
investnments as may be [awful for fiduciaries under any |aw of

t he Comonweal th, including insured nortgages, which for such

t enporary purposes al one, need not be nade by a nortgagor or

i nvolve real estate |located i n Pennsyl vani a.

(13) To conduct housing studies and to enter into contracts

with the Departnent of Community Affairs and to do all things
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necessary or convenient to carry out the powers granted by this
act or other acts.

(14) Enpl oy an executive director and such other officers,

agents, enpl oyes, professional and busi ness advisers as nay from

tine to time be necessary in its judgnent and to fix their

conpensation; and to pronbte and di scharge such officers,

enpl oyes and agents.

(15) Appear in its own behalf before boards, conm Ssions,

departnents or ot her agencies of governnent, municipal, State or

Feder al .

(16) Procure insurance against any |l oss in connection with

its property in such anounts, and from such i nsurers, as nay be

necessary or desirabl e.

(17) To do all things necessary or convenient to carry out

the powers granted by this act or other acts.

Section 4. Articles Ill., IV., V. and VI. of the act are
repeal ed and four articles are added to read:

ARTICLE I11.-A

Housi ng Pur chase Program

Secti on 301-A. Housi ng Purchase Program --(a) The agency nay

make | oans to any nortgagor for the construction, reconstruction

or rehabilitati on of housing units for sale to individual

purchasers of | ow or noderate i ncome as provi ded by the agency

inits rules and requl ati ons and to any such i ndi vi dual

purchaser for the long-termfinancing of a housing unit. A | oan

under this section nmay be in an anmount not to exceed one hundred

per cent of the total project cost as approved by the agency.

(b)) While such loan is outstandi ng, any sale by the

nort gagor or any subsequent resale shall be subject to approval

by the agency and the agency shall provide in its rules and
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requl ati ons concerni ng such sales and resales that the price of

the housing unit sold, the nmethod of nmaki ng paynents thereafter,

the security afforded and the interest rates, fees and charges

to be paid shall at all times be sufficient to pernit the agency

to make the paynents on its bonds and notes plus any

admi ni strative or other costs of the agency in connection with

the transacti ons. Housing units shall be sold under terns that

provide for nonthly paynents includi ng principal, interest,

t axes and i nsurance.

(c) Wiile such loan is outstandi ng, the agency shall, prior

to the approval of sale by the nortgagor or any subseguent

resale, satisfy itself that such sale or resale is to persons of

| ow or npderate incone.

(d) Upon the sale by the nortgagor of any housing unit to an

i ndi vi dual purchaser of | ow or noderate i ncone under this

subsection to whoma |loan is bei ng nade by the agency, such

housi ng unit shall be rel eased fromthe nortgage runni ng from

the nortgagor to the agency and such nortgage shall be repl aced

as to the housing unit by a nortgage running fromthe individual

pur chaser to the agency.

ARTICLE IV.-A

Rent al Housi ng Program

Secti on 401- A Rent al Housi ng Program --To acconplish the

decl ared purpose of this act of providing rental housing to

persons and fanmlies of | ow and noderate i ncone the agency is

her eby authori zed to:

(1) WMake first nortgage | oans secured by real property or a

| easehol d estate, including nortgages i nsured by a Federal

agency, to finance projects desi gned and pl anned to be avail abl e

for | ow and noderate i ncone persons and famlies or elderly
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per sons and ot hers.

(2) Sell, at public or private sale, with or w thout

bi ddi ng, any nortgage or other obligati on securing a nortgage

| oan, including sales of nortgages to the United States of

Anerica or the Commpobnweal th or any agencies, instrunentalities

or departnents thereof.

(3) Consent, subject to the provisions of any contract with

not ehol ders or bondhol ders, whenever it deens it necessary or

desirable in the fulfillnment of the purposes of this act, to the

nodi fication, with respect to rate of interest, tinme of paynent

of any installment of principal or interest, or any other terns

of any nortgage, nortgage | oan, nortgage | oan conm t nent,

contract or agreenent of any kind to which the agency is a

party.

(4) In the event of a violation by the nortgagor of the

terns of any aqgreenent between the agency and the eligible

nortgagor or in the event of a violation by the nortgagor of

this act or of the terns of the nortgage | oan agreenent or of

any rul es and requl ati ons of the agency duly pronul gat ed

pursuant to this act, or in the event the agency shall deterni ne

that any | oan, or part thereof, nade pursuant to this act is in

i eopardy of not being repaid, the agency nay renove any or al

of the existing owners, partners, officers or directors of such

nor t gagor and appoi nt such person or persons who the agency in

its sole discretion deens advi sable, including officers or

enpl oyes of the agency, as new officers or directors to serve in

pl ace of those renoved. Oficers or directors so appoi nted need

not be stockhol ders or neet other qualifications which nmay be

prescri bed by the certificate of incorporation or byl aws of such

nortgagor. I n the absence of fraud or bad faith, officers or
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directors so appoi nted shall not be personally liable for debts,

obligations or liabilities of such nortgagor. O ficers or

directors so appoi nted shall serve only for a period coexi stent

with the duration of such violation or until the agency is

assured in a manner satisfactory to it that such violation, or

violations of a simlar nature, have not and will not reoccur.

Oficers or enployes of the agency who are so appoi nted as

officers or directors shall serve in such capacity w t hout

conpensation, but shall be entitled to be reinbursed, if and as

the certificate of incorporation or bylaws of such nortgagor nay

provide, for all necessary expenses incurred in the di scharge of

their duties as officers or directors so appoi nted of such

nort gagor and such ot her necessary expenses incurred in the

di scharge of their duties as officers or directors of such

eliqgi ble nortgagor as determ ned by the agency.

Secti on 402- A Mort gage Loans.--(a) Purpose. The agency nay

make nortgage | oans to nortgagors for such projects as in the

i udgnent of the agency have prom se of supplying well planned,

wel | designed apartnent units which will provide housing for | ow

and npderate i ncone persons or famlies or the elderly and

others in | ocations where there is a need for such housi ng. Such

| oans nmay i nclude construction | oans as well as permanent | oans.

The agency shall require the nortgagor receiving a loan or its

contractor to post | abor and materials, and construction

perfornmance, surety bonds in anpunts related to the project cost

as established by requl ation or to execute other assurances and

guar antees as the agency may deem necessary and may require its

princi pals or stockholders to al so execute such ot her assurances

and guarantees as the agency may deem necessary.

(b)Y Interest and Charges. The agency shall have authority
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to set fromtine to tine the interest rates at which it shal

make | oans, consistent with the agency's cost of borrow ng

noney, cost of operation and its responsibilities to the hol ders

of its bonds. In connection with the naki ng of nortgage | oans

and comm tnents therefor, and in addition to such interest

charges, the agency nay nmake and coll ect such fees and char ges,

including but not linmted to rei nbursenent of the agency's

fi nanci ng costs, service charges, insurance preni uns and

nortgage i nsurance preni uns, as the agency deternm nes to be

r easonabl e.

(c) Limted Profit. A nortgagor may not nmke distri butions

in any one year, with respect to a project financed by the

agency, in excess of six per cent of the nortgagor's equity in

such project, except that the right to such distributi on shal

be cunul ati ve. The nortgagor's equity in a project shall consi st

of the difference between the nortgage | oan and the total

project cost. Wth respect to every project, the agency shall,

pursuant to regqul ati ons adopted by it, establish the nortgagor's

equity at the tine of the making of the final nortgage advance

and for purposes of this paragraph, that figure shall remain

constant during the life of the agency's nortgage on such

project. In the case of a nonprofit nortgagor receiving a

nortgage |l oan in the anount of one hundred per cent of the total

project cost, no distributions shall be permtted.

(d) Use of Nondistributed Profits. Wenever a nortgagor

accunul ates earned surplus in addition to such reserves for

repl acenent as the agency nmay require, in excess of ten per cent

of the current annual rent roll for the project, rents in the

proj ect shall be reduced to the extent necessary to | ower the

earned surplus accunul ation to such ten per cent fiqure in the
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foll owi ng fiscal year

(e) Requlatory Agreenent. The |oan shall be subject to an

agreenent between the agency and the nortgagor which will

subj ect said nortgagor and its principals or stockholders to

limtati ons established by the agency as to rentals and ot her

charges, builders' and devel opers' profits, dividends and fees,

and the disposition of its property and franchi ses to the extent

nore restrictive limtations are not provided by the | aw under

whi ch the borrower is incorporated or organi zed.

(f) Nondiscrimnation. The agency shall require that

occupancy of all housing financed or otherw se assi sted under

this act be open to all persons regardl ess of race, national

origin, religion, or creed, and that nortgagors, contractors and

subcontractors engaged in the construction, rehabilitation, sale

or rental of such housing, shall provide equal opportunity for

enpl oynent wi thout discrimnation as to race, national origin,

reliqgion or creed.

(g) Anortization and Refinancing. The ratio of loan to

proj ect value and the anorti zati on peri od of | oans made under

this act which are insured by F.H A. shall be governed by the

F.H A. nortgage i nsurance conmmi tnent for each project concerned,

but shall not exceed fifty years. In the case of a nortgage | oan

not insured by F.H A, the ratio of |loan to project val ue and

the anortizati on period of | oans shall be determ ned in

accordance with requl ati ons fornmul ated and publi shed by the

agency.

(h) Project Cost Certification. No | oan shall be nmade

unl ess the nortgagor aqgrees (i) to certify upon conpl eti on of

proj ect construction or rehabilitati on, subject to audit and

deterni nation by the agency, the actual total project cost as
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defined herein, and (ii) to pay forthwith to the agency, for

application to reduction of the principal of the | oan, the

anount, if any, subject to audit and determ nati on by the

agency, of | oan proceeds received in excess of the all owabl e

| oan based upon the percentage of |loan to total project cost

aut hori zed by the agency. Notwi thstandi ng the provisions of this

subsection, the agency may accept, in lieu of any certification

of total project cost as provided herein, such other assurances

of the said total project cost, in any form or manner

what soever, as will enable the agency to deternmine with

reasonabl e accuracy the anpunt of said total project cost.

Secti on 403- A Rental Charges.--1n order to encourage

devel opnents whi ch are not econonically honbgeneous and to

achi eve rent charges which will make units avail able to persons

and famlies of lowincone at low rentals and noderate i ncone at

noderate rentals the agency and a nortgagor nay use measures

including, but not linmted to: direct rental assistance in the

formof partial rent subsidy from any county, nunicipal,

Commpnweal th or Federal source, allocation of |ower rents, and

the raising of rents in the majority of apartnments in the

project in order to lower the rents of those in the | ower rent

charge category. Wth respect to each project the agency shall,

prior to initial occupancy, allocate and prescri be the nunber of

lower rental units and the rents to be charged therefor. The

al l ocati on may be revi ewed and adjusted fromtinme to tine. The

met hod of achieving | ower rental charges shall, in each

i nstance, be prescri bed by the agency.

Section 404-A. Tenants.--(a) Prior to naking a | oan

commi tnent under this article, the agency shall approve a tenant

sel ection plan subnitted by the applicant for such a | oan. The
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agency shall make requlations fromtine to ti ne governi nqg the

terns of such tenant sel ection plans. Such plans shall incl ude

criteria for tenant sel ecti on based upon the established i ncone

limts for eligible tenants which may vary with the size and

ci rcunstances of the person or fanmly. Such incone linits shal

be sufficiently flexible to avoid undue econoni ¢ honogeneity

anong the tenants of a project. Tenant sel ection pl ans shal

provi de that as between applicants equally in need and eliqgi bl e

for occupancy of the unit, preference may be given to the

elderly and to persons di spl aced by public action or natural

di saster.

(b)Y The agency shall by rules and requl ati ons provi de for

the periodi c exam nation of the annual inconme of any person or

famly residing in any project constructed or rehabilitated with

a loan fromthe agency. In the event that the annual i ncone of a

person or famly residing in any such project increases and

exceeds the incone linmts prescri bed by applicable rul es and

requl ati ons of the agency but is not nore than twenty-five per

cent above the annual incone so prescribed for adnmi ssion to the

project, the owner or nanagi hg agent of such project shal

permit the person or fanmily to continue to occupy the unit. The

agency or (with the approval of the agency) the nortgagor of any

proj ect constructed or rehabilitated with a |l oan fromthe

agency, may term nate the tenancy or interest of any person or

famly residing in such project whose annual i ncone exceeds one

hundred twenty-five per cent of that prescri bed by applicabl e

rules and requl ati ons of the agency and whi ch conti nues to

exceed the same for a period of six nonths or nore: Provided,

That no tenancy or interest of any such person or famly in any

such project shall be term nated except upon reasonable notice
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1 and opportunity to obtain suitable alternate housing, in

2 accordance with rules and reqgul ations of the agency: Provided

3 further, That any such person or famly, with the approval of

4 the agency, may be permtted to continue to occupy the unit,

5 subject to paynent of a rent or carrying charge surcharge to the
6 nortgagor in accordance with a schedul e of surcharges fixed by
7 the agency. The agency nay require the nortgagor to nake payabl e
8 such surcharge to the agency's general fund.

9 ARTICLE V. -A

10 Bonds and Not es

11 Section 501-A. Issuance of Bonds and Notes.--(a) The agency
12 shall have the power and is hereby authorized fromtine to tine
13 to issue its negotiable bonds, either as serial bonds maturing
14 in annual installnments or as term bonds, or any conbination

15 thereof, and notes in such principal anpbunt as, in the opinion
16 of the agency, shall be necessary to provide sufficient funds
17 for _achieving its corporate purposes, including the housing

18 prograns established in Articles Il11-A and IV-A the paynent of
19 interest on bonds and notes of the agency, establishnment of
20 reserves to secure such bonds and notes, and all other
21 expenditures of the agency incident to and necessary or
22 convenient to carry out its corporate purposes and powers. The
23 agency shall have power, fromtine to tine, to issue renewal
24 notes, to issue bonds to pay notes and whenever it deens
25 refunding expedient to refund any bonds by the issuance of new
26 bonds, whether the bonds to be refunded have or have not
27 matured, and to issue bonds partly to refund bonds then
28 outstanding and partly for any other purpose. The refunding
29 bonds shall be sold and the proceeds applied to the purchase,

30 redenption or paynent of the bonds to be refunded.
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(b) The notes and bonds shall be authorized by resol uti on of

the nenbers, shall bear such date or dates, and shall mature at

such tine or tines, in the case of any such note, or any

renewal s thereof, not exceeding five years fromthe date of

i ssue of such original note, and in the case of any such bond

not exceeding fifty years fromthe date of issue, as such

resol ution or resol uti ons nay provide. The notes and bonds shal

bear interest at such rate or rates, be in such denom nati ons,

be in such form either coupon or regi stered, carry such

regi stration privileges, contain such terns and provi si ons

relating to, but not limted to, pledges of the agency's assets,

setting aside of reserves, linmtati ons on additi onal notes and

bonds, and such other nmatters as may affect the security or

protecti on of the notes and bonds, be executed in such nmanner,

be payable in such nmedi um of paynent, at such place or pl aces

and be subject to such terns of redenpti on as such resol uti on or

resol uti ons may provide. The notes and bonds of the agency nay

be sold at public or private sale, at such price or prices as

t he agency shall deterni ne.

(c) Neither the menbers of the agency nor any person

executing the notes or bonds shall be |liable personally on the

notes or bonds or be subject to any personal liability or

accountability by reason of the i ssuance thereof.

(d) The agency, subject to such agreenent w th notehol ders

or bondhol ders as may then exist, shall have power out of any

funds avail able therefor to purchase its notes or bonds, which

shal | thereupon be cancelled, at a price not exceeding (i) if

the notes or bonds are then redeenmbl e, the redenpti on price

then applicable plus accrued interest to the next interest

paynent date thereupon, or (ii) if the notes or bonds are not
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then redeemabl e, the redenpti on price applicable on the first

date after such purchase upon whi ch the notes or bonds becone

subj ect to redenpti on plus accrued interest to such date.

Section 502-A. Credit of Commonweal th or Any Subdi vi si on

Ther eof Not Pl edged. - - Except as nmy ot herwi se be expressly

provi ded by the agency, its bonds and notes shall be general

obligati ons of the agency payabl e out of any npbneys or revenues

of the agency, including the proceeds of nortgage | oans nade

under this act, reserve funds created therefor by the agency,

any nortgage i nsurance contracts pertai ning thereto and ot her

lawfully avail abl e noney, subject only to any agreenents with

hol ders of the bonds or notes pl edgi ng any recei pts or revenues.

Bonds and notes i ssued under the provisions of this act shal

not be deened to constitute a debt of the Conmbnweal th or of any

political subdivision thereof or a pledge of the faith and

credit of the Commonweal th or of any such political subdivision.

Al such bonds and notes shall contain on the face thereof a

statenent to the effect that neither the agency nor the

Commpnweal th nor any political subdivision thereof shall be

obligated to pay the sane or the interest thereon except from

such proceeds, reserve fund or nortgage insurance contracts and

that neither the faith and credit nor the taxing power of the

Commpnweal th or any political subdivision thereof is pledged to

the paynent of the principal of or the interest on such bonds.

Secti on 503-A. General Fund.--(a) The agency shall create

and establish a general fund, herein referred to as the "General

Fund," and shall pay into such General Fund any npneys

appropri ated and nade avail able by the Commonweal th for the

pur poses of such CGeneral Fund, and any ot her npbneys whi ch nmay be

avai l able to the agency for its general purposes from any source
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or sources other than proceeds fromthe i ssuance and sal e of

notes or bonds by the agency.

Section 504-A. Capital Reserve Fund.--(a) The agency shal

create and establish a separate special fund, herein referred to

as the "Capital Reserve Fund," and shall pay into such Capital

Reserve Fund any noneys appropri ated and nade avail able by the

Commpnweal th for the purposes of such fund, any proceeds of sale

of notes or bonds to the extent provided in the resol uti on of

t he agency authori zing i ssuance thereof, and any other npbneys

whi ch may be avail able to the agency for the purpose of such

fund from any other source or sources. Al noneys held in the

Capi tal Reserve Fund, except as hereinafter provided, shall be

used solely for the paynent of the principal of bonds of the

agency as the sane nmature, required paynents to any sinking fund

establi shed for the anprti zati on of term bonds (hereinafter

referred to as "sinking fund paynents"), the purchase of bonds

of the agency, the paynent of interest on such bonds of the

agency or the paynent of any redenption premumrequired to be

pai d when such bonds are redeened prior to maturity: Provided,

however, That npbneys in such fund shall not be w t hdrawn

therefromat any tine in such anount as woul d reduce the anpunt

of such fund to | ess than the maxi nrum anount of princi pal and

i nterest maturi ng and beconi ng due and si nki ng fund paynents

required to be made i n any succeedi ng cal endar year on all bonds

of the agency then outstandi ng, except for the purpose of paying

the principal, interest and sinking fund paynments beconi ng due

on such bonds of the agency maturi ng and becom ng due and for

t he paynent of whi ch other noneys of the agency are not

avai |l abl e. For the purpose of this subdivision, in conputing the

maxi num anount of principal maturing i n any succeedi ng cal endar
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vear, the princi pal anmount of any term bonds which are to be

aut hori zed by sinking fund paynments shall not be included in the

conputation. Any incone or interest earned by, or increnent to,

the Capital Reserve Fund due to the i nvestnent thereof may be

transferred to the General Fund or any other fund of the agency

to the extent it does not reduce the anpunt in such Capital

Reserve Fund bel ow t he maxi nrum anount of princi pal and interest

mat uri ng and becom ng due and si nking fund paynents required to

be nmade i n any succeedi nqg cal endar year on all bonds of the

agency then outstandi ng and secured by such Capital Reserve

(b)Y The agency shall not issue bonds at any tine if the

maxi num anpunt of principal and interest nmaturi ng and beconi ng

due and sinking fund paynents required to be nmade in a

succeedi ng cal endar year on such bonds then to be i ssued and on

all other bonds of the agency then outstanding will exceed the

anount of the Capital Reserve Fund at the tine of issuance

unl ess the agency, at the tine of issuance of such bonds, shal

deposit in such fund fromthe proceeds of the bonds so to be

i ssued, or otherwi se, an anpunt which together with the anount

then in such fund, will be not |ess than the nmaxi num anount of

princi pal and interest nmaturi ng and becom ng due and si nki ng

fund paynents required to be nade i n any succeedi ng cal endar

vear on such bonds then to be i ssued and on all bonds of the

agency then outstandi ng.

(c) To assure the conti nued operati on and sol vency of the

agency for the carrying out of the public purposes of this act,

provision is made in subsection (a) for the accunul ation in the

Capi tal Reserve Fund of an anpbunt equal to the maxi num anpunt of

princi pal and interest naturi ng and becom ng due and si nki ng
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fund paynents required to be nade i n any succeedi ng cal endar

vear on all bonds of the agency then outstanding. |n order

further to assure such mai ntenance of the Capital Reserve Fund

the agency, at least thirty days before the begi nni ng of each

| egi sl ati ve session, shall subnit to the Governor and Gener al

Assenbly an estimate of any funds expected to be necessary

during the followi ng year to make up any deficiencies in the

Capi tal Reserve Fund or otherwi se to avoid default in the

paynent of interest or principal upon bonds or notes issued by

t he agency, or in sinking fund paynents required to be nmade, and

t he Governor shall cause the anount of such deficiency, if any,

to be placed in the budget of the Conmbnweal th for the next

succeedi ng fiscal year, so that the General Assenbly shall be

enabl ed to provi de appropriation sufficient to make up any such

deficiency or otherwise to avoid any default. Such anount

appropriated, if any, shall be repaid to the Commonweal th as

soon as possi ble by the agency from noneys in the General Fund

in excess of the anmbunt required to nake and keep the agency

sel f - supporti ng.

(d) In conputing the anbunt of the Capital Reserve Fund for

t he purposes of this section, securities in which all or a

porti on of such fund are invested shall be valued at par, or if

purchased at | ess than par, at their cost to the agency.

Secti on 505-A. Trust Agreenent.--lIn the discretion of the

agency, bonds and notes issued by it shall be secured by a trust

agreenent by and between the agency and a trustee, which may be

any trust conpany or bank within the Conmmbnweal th havi ng the

powers of a trust conpany. Either the resol ution providing for

the i ssuance of bonds and notes or such trust aqgreenent nay

contain such provisions for protecting and enforcing the rights
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and renedi es of the bondhol ders as nmay be reasonabl e and proper

and not in violation of |law including covenants setting forth

the duties of the agency in relation to the custody,

saf equardi ng and application of all nobneys.

It shall be lawful for any bank or trust conpany i ncor por at ed

under the | aws of the Commpbnweal th to act as depository of the

proceeds of bonds and notes or of revenues and to furni sh such

i ndemrmi fyi ng bonds or to pl edge such securities as may be

requi red by the agency. Such trust agreenent may set forth the

ri ghts and renedi es of the bondhol ders and not ehol ders and of

the trustee, and nay restrict the individual right of action by

bondhol ders and noteholders. In addition to the foregoi ng, such

trust agreenment nmy contain such other provision as the agency

may deem r easonabl e and proper for the security of the

bondhol ders and not ehol ders. Al expenses incurred in carrying

out the provisions of such trust agreenent nmay be treated as a

part of the cost of the operation of the agency.

Secti on 506- A. Bonds and Notes Tax Exenpt.--The creation of

the agency is in all respects for the benefit of the peopl e of

the Commonwealth and for the i nprovenent of their heal th,

safety, welfare, confort and security, and its purposes are

publ i c purposes and the agency will be perform ng an essenti al

governnental function. The Commonweal th covenants with the

purchasers and all subsequent hol ders and transferees of the

notes and bonds i ssued by the agency, in consideration of the

acceptance of any paynent for the notes and bonds, that the

notes and bonds of the agency, issued pursuant to this act and

the i ncone therefrom the incone and revenues of the agency, and

the agency and its property shall at all times be free from

taxation or assessnent of every kind and nature except for
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i nheritance, estate, qgift and transfer taxes.

Secti on 507-A. Not es and Bonds as Legal | nvestnents.--The

notes and bonds of the agency are securities in which all public

officers and bodi es of the Commonweal th and all municipalities

and nuni ci pal subdivi sions, all insurance conpani es and

associ ati ons, and other persons carrying on an insurance

busi ness, all banks, trust conpani es, savi ngs banks and savi ngs

associ ati ons, saving and | oan associ ati ons, i nvest nent

conpani es, all adm nistrators, guardi ans, executors, trustees

and other fiduciaries, and all other persons whatsoever who are

now or nay hereafter be authorized to i nvest in bonds or other

obligations of the Conmmonweal th, nmay properly and leqgally invest

funds, including capital, in their control or belonging to them

Secti on 508-A. Covenant by Commonweal th Not to Limt or

Al ter Powers Vested in Agency.--The Commonweal th of Pennsyl vani a

does hereby pl edge to and covenant and agree with the hol ders of

any bonds, bond antici pati on notes or other obligati ons i ssued

pursuant to the authority of this act that the Commopnwealth wi ||

not limt or alter the rights or powers hereby vested in the

agency to performand fulfill the terns of any agreenent nnde

with the holders of such bonds, bond antici pati on notes or other

obligations, or in any way inpair the rights or renedi es of such

hol ders, until such bond, bond antici pati on notes and ot her

obligations, together with interest thereon, with i nterest on

any unpaid install nents of interest, and all costs and expenses

in connection with any acti on or proceedi ngs by or in behalf of

such holders, are fully net and di scharged or provided for. The

agency may i nclude this pl edge and agreenent of the Commpnweal t h

in any agreenent with the hol ders of bonds, bond antici pati on

notes and other obligations i ssued by the agency.
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ARTICLE VI.-A

Li beral Construction, Fraud Penalty and Effective Date

Secti on 601-A. Li beral Construction.--This act, being

necessary for the welfare of the Commonweal th and its

i nhabitants, shall be liberally construed to effect the purposes

Secti on 602-A. Fraud Penalty.--Any person who attenpts to or

obtains financial aid for a project hereunder or occupancy or

conti nual occupancy of a dwelling unit therein by fal se or

m sl eadi ng i nformati on or who shall violate this act or who

shall by fraud attenpt to obtain npneys fromthe agency or its

approval for the paynent of noneys or shall fraudul ently attenpt

to or does prevent the coll ection of any noneys due to the

agency shall, for each offense, be quilty of a m sdeneanor, and,

upon convi ction thereof, shall be sentenced to pay a fine not

exceedi ng three hundred doll ars ($300) or undergo inpri sonnment

not exceedi ng one year, or both.

Secti on 603-A. Ef fecti ve Date; Proclamation.--This act shal

becone effective when the Governor by procl amati on decl ares that

sufficient funds are available to adnm nister this act. For the

pur poses of this determnm nati on and then thereafter, in addition

to any appropriations as are nade to the agency, the

Commpnweal th is authorized to accept for the account of the

agency grants-in-aid, donations and qifts of every nmanner and

type fromthe Federal Governnent or from any other private or

public corporation or person. Upon such declaration, such funds

as have been coll ected shall immedi ately be paid to the

treasurer of the agency, or if a treasurer has not been

appoi nted, to such other person as the Governor nay desi gnate as

acting treasurer.
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