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THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 984 =37

| NTRODUCED BY SCANLON, ROSS, ARLENE, REI BMAN, MKI NNEY,
Cl ANFRANI, MURRAY, HAGER, MESSI NGER, SWEENEY, GEKAS, NOSZKA,
O PAKE, STAUFFER, ROMANELLI, GURZENDA, STAPLETON, DOUGHERTY,
JUBELI RER, STOQUT AND LEWS, JUNE 22, 1977

REFERRED TO URBAN AFFAI RS AND HOUSI NG JUNE 22, 1977

AN ACT

1 Anending the act of Decenber 3, 1959 (P.L.1688, No.621),

2 entitled, as anended, "An act to pronote the health, safety

3 and wel fare of the people of the Commonweal th by broadeni ng

4 the market for housing for persons and famlies of |ow and

5 noderate i nconme and al |l eviating shortages thereof, and by

6 assisting in the provision of housing for elderly persons

7 t hrough the creation of the Pennsylvani a Housing Fi nance

8 Agency as a public corporation and gover nnment

9 instrumentality; providing for the organization, menbership
10 and administration of the agency, prescribing its general

11 powers and duties and the manner in which its funds are kept
12 and audited, enpowering the agency to nake housing | oans to
13 qual i fied nortgagors upon the security of insured and

14 uni nsured nortgages, defining qualified nortgagors and

15 providing for priorities anong tenants in certain instances,
16 prescribing interest rates and other terns of housing | oans,
17 permtting the agency to acquire real or personal property,
18 permtting the agency to make agreenments with financial

19 institutions and Federal agencies, providing for the purchase
20 by persons of |ow and noderate inconme of housing units, and
21 approving the sale of housing units, permtting the agency to
22 sell housing |oans, providing for the pronul gati on of
23 regul ations and fornms by the agency, prescribing penalties
24 for furnishing false information, enpowering the agency to
25 borrow noney upon its own credit by the issuance and sal e of
26 bonds and notes and by giving security therefor, permtting
27 t he refundi ng, redenption and purchase of such obligations by
28 t he agency, prescribing renmedies of holders of such bonds and
29 not es, exenpting bonds and notes of the agency, the incone
30 therefrom and the incone and revenues of the agency from
31 taxation, except transfer, death and gift taxes; making such

32 bonds and notes | egal investnments for certain purposes; and
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i ndi cati ng how the act shall becone effective,” authorizing

t he agency to pronote, devel op, adm nister, engage in or

finance additional progranms, including but not limted to a

| oans to | enders program a nortgage purchase program and a

home i nprovenents | oan programto nmake | oans and provi de and

accept assistance, including contract adm nistration for

Federal housi ng assi stance prograns, for the purpose of

facilitating the construction of new housing and the

rehabilitation and i nprovenent of existing housing, to make
| oans to nortgage | enders for the purpose of providing funds
wi th which such | enders shall nake residential nortgage

| oans, to provide for conflicts of interest, to supersede

i nconsi stent provisions in other laws, and to add to the

powers and duties of the agency.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. The title and section 102, act of Decenber 3,
1959 (P.L.1688, No.621), known as the "Housing Fi nance Agency
Law, " anmended Decenber 5, 1972 (P.L.1259, No.282), are anended
to read:

AN ACT
To pronote the health, safety and welfare of the people of the

Commonweal th by broadeni ng the market for housing for persons

and famlies of | ow and noderate i ncome and all eviating

shortages thereof, and by assisting in the provision of
housi ng for elderly persons through the creation of the

Pennsyl vani a Housi ng Fi nance Agency as a public corporation

and governnent instrunentality; providing for the

or gani zati on, nenbership 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 the agency
to make housing | oans to qualified nortgagors upon the
security of insured and uninsured nortgages, defining
qual i fied nortgagors and providing for priorities anong
tenants in certain instances, prescribing interest rates and

ot her terms of housing |oans, permtting the agency to
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1 acquire real or personal property, permtting the agency to
2 make agreenments with financial institutions and Federal

3 agenci es, providing for the purchase by persons of | ow and

4 noderate i nconme of housing units, and approving the sal e of
5 housing units, permtting the agency to sell housing | oans,

6 provi ding for the promnul gation of regul ati ons and forns by

7 t he agency, prescribing penalties for furnishing false

8 i nformati on, enpowering the agency to borrow noney upon its
9 own credit by the issuance and sal e of bonds and notes and by
10 giving security therefor, permtting the refunding,

11 redenpti on and purchase of such obligations by the agency,

12 prescribing renedi es of hol ders of such bonds and notes,

13 exenpting bonds and notes of the agency, the incone

14 therefrom and the incone and revenues of the agency from

15 taxation, except transfer, death and gift taxes; making such
16 bonds and notes | egal investnents for certain purposes;

17 aut hori zing the agency to pronote, devel op, adm nister,

18 engage in or finance additional prograns, including but not
19 limted to a loan to | enders program a nortgage purchase
20 program and a hone inprovenents | oan program to neke | oans
21 and provide and accept assistance, including contract
22 adnm ni stration for Federal housing assistance prograns, for
23 t he purpose of facilitating the construction of new housing
24 and the rehabilitation and inprovenent of existing housing,
25 to make loans to nortgage | enders for the purpose of
26 providing funds with which such | enders shall mnake
27 residential nortgage |oans, to provide for conflicts of
28 interest, to supersede inconsistent provisions in other |aws,
29 to add to the powers and duties of the agency, and indicating
30 how t he act shall becone effective.
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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 Cormonwealth is threatened by the
fact that throughout Pennsylvania the supply of private hones
and rental units for persons and famlies of |ow and noderate
income is inadequate to nmeet the need for such housing created
by an expandi ng popul ati on, the wearing out of ol der dwellings
and the elimnation of substandard dwellings by governnental
action, and by a shortage of suitable dwellings for elderly
per sons.

(1.1) WMany of the existing private hones and rental units in

the Commonwealth are in need of rehabilitation, inprovenent or

r epl acenent .

(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

and rental housing by private industry [for] or to attract a

sufficient supply of funds to fi nance the constructi on of new or

the rehabilitation or inprovenent of existing housing to neet

t he needs of persons and famlies of |ow and noderate incone,

i ncludi ng the el derly.

(3) Persons and famlies whose residences are condemed by
governnmental action in the prosecution of necessary public works
in urban slum cl earance prograns and under regul atory | aws
protecting health and safety, face insuperable difficulties in
fi nding new housi ng which is adequate, safe and sanitary. Many

such persons and famlies are not eligible to occupy public
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housi ng adm ni stered by governnental agencies and are al so
unable to rent or purchase adequate, safe and sanitary housing
because of the economi c conditions described. Unless it becones
econonmically feasible for these persons and famlies to acquire
housing in place of the dwellings now being elimnated by urban
renewal prograns in blighted areas and ot her dwellings renoved
by reason of other public works, such necessary government al
activities face serious curtailnment 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 famlies who are displaced by
necessary governnental action, as well as a general and
continuing responsibility to elimnate conditions which prevent

private industry from supplying and |l ending institutions from

financi ng housing to relieve the general shortage of housing.
(5) Private industry alone has been and now is unable to
provi de the financing necessary, at a cost which persons and
famlies of | ow and noderate inconme can afford, for housing for
such persons and famlies and therefore, the specialized
financing provided for in this act will encourage greater

expenditure of private capital for housing.

(5.1) The inadequate supply of private hones and rental

units and of funds to finance the construction, rehabilitation

and i nprovenent of private hones and rental units has restricted

and continues to restrict the opportuniti es of persons and

famlies of |ow and noderate i ncone to obtain adequate housi ng

either newy constructed, rehabilitated or i nproved or such as

woul d nornmal |y becone avail able to them when vacated by persons

or fanmilies of higher incone noving to newy construct ed,

rehabilitated or i nproved or existing private hones and rental
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(5.2) Additional financing is needed i n areas throughout the

Commpnweal th in which private | ending instituti ons have been

unable to commt funds for the construction, rehabilitation,

i mprovenent and purchase of private hones and rental units.

(5.3) A large and significant nunber of the residents of

this Commonweal th have been and will be subject to hardship in

fi ndi ng adequate, safe and sanitary housi ng unl ess new private

homes and rental units are constructed or exi sting private hones

and rental units are rehabilitated or i nproved; major factors

contributing to this hardship are the unavailability to private

|l ending institutions of this Commonweal th of sufficient funds to

fi nance such construction, rehabilitati on or inprovenent and a

| ack of incentives to private lending institutions to conmt

funds for such purposes.

(5.4) The inadequate supply of private hones and rental

units and financing for the construction, rehabilitation,

i nprovenent, and purchase thereof adversely restricts the

econonic growh and erodes the tax base of this Commonweal th by

di scouragi ng i ndustrial and other conmmercial enterprises from

remaining in, or relocating to, this Conmonweal th, by

di scouragi ng persons and fanmlies fromresiding in this

Commpnweal th, by contributing to a decline in the property val ue

of housing units, devel opnents and areas, and by restricting the

activity of, and enpl oynent in, the construction industry.

(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.

(6.1) Unless the supply of private hones and rental units
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and the availability to residents of this Conmonweal t h of

financing for the construction, rehabilitation, inprovenent and

purchase thereof is significantly increased over present |evels,

a large nunber of residents of this Commonweal th, particularly

those of | ow and npderate i ncone and the elderly, will be

conpelled to continue living in i nadequate, unsafe or unsanitary

housing to the detrinent of the health, welfare and wel | -bei ng

of, and the alleviation of such conditions will be to the

benefit of, the entire citizenry of the Conmpbnweal th.

(6.2) Experience has denpnstrated that the concentration in

housi ng devel opnents, or housi ng areas, of only persons and

famlies who, without sone formof private or public assi stance,

do not have incone sufficient to afford adequate, safe and

sani tary housi ng, frequently does not elimnate or avoid

undesi rabl e social conditi ons and frequently does not

permanently elimnate or avoid blighted housi ng conditions, and

t hat occupancy of housing units in such housi ng devel opnents or

housi ng areas by persons and fam lies of higher incone in

addition to persons and famlies of | ow and noderate i ncone i s

desirabl e and beneficial to the entire citizenry of the

Commpnweal t h.

(6.3) The prograns established pursuant to Article I11.-A,

I11.-B, 11l1.-C, Ill.-D and Article IV.-A of this act and the

powers vested in the agency to effectuate these prograns are

appropri ate, reasonable, and effective neans to deal with the

housi ng, econoni ¢ and enpl oynent probl ens and conditi ons set

forth in this section.

(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
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and politic, to be known as the "Pennsyl vani a Housi ng Fi nance
Agency," which shall exist and operate for the purposes of
alleviating the hardship which results frominsufficient

[ production] supply of private homes and of rental housing for
persons and famlies of | ow and noderate incone, including the
el derly, the hardship resulting fromthe relocation of persons
di spl aced by governnental action, the deleterious effect of

i nadequat e housi ng upon the general welfare of the Conmonwealth,
and the di sadvantages, resulting fromeconom c conditions, which
bar private industry fromsatisfying a vital need, by broadeni ng
the market for private honmes and for housing for persons and
famlies of | ow and noderate inconme, including the elderly,

t hrough the provision of specialized financing [secured by

nort gages] to corporations, individuals, joint ventures,
partnerships, limted partnerships, trusts, cooperatives and

condoni ni uns engaged in the devel opnent, constructi on,

rehabilitation or inprovenent of private hones and rental

housi ng and in the financing thereof, which are unable to obtain

[ such financing] adequate funds in the general market or [who]

whi ch are unable to participate in specialized Federal housing

prograns because of |ack of avail able Federal funds, [and

t hrough cooperation] by the establishnment and inpl enentation of

t he specialized financing prograns i ncluding those set forth in

Articles II1.-A 111.-B, 1ll.-C, 11l.-D and Article IV.-A of

this act and by vesting in the agency the powers set forth in

this act including the power to cooperate with and [assi stance

to] assist the Pennsyl vania Departnent of Community Affairs as

such departnment carries into effect the powers and duties vested

init, and cooperation with and assi stance to any local, State

or Federal entity engaged i n devel opi ng and/ or i npl enenting
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prograns designed to i ncrease the supply of decent, safe and

sanitary housing, thus inproving and stimulating the

di stribution of investnment capital for housing. Such purposes

are public purposes for which public noney may be spent and in

acconpl i shi ng such purposes the Pennsyl vani a Housi ng Fi nance

Agency is acting in all respects for the benefit, inprovenent

and pronotion of the health, welfare and prosperity of the

entire citizenry of the Commpbnweal t h.

Section 2. Causes (5 and (18) of section 103 of the act,
anended or added Decenber 5, 1972 (P.L.1259, No.282) are anended
and cl auses are added to read:

Section 103. Definitions.--As used in this act unless
ot herw se i ndi cat ed- -

* * %

(5) Mrtgage" nmeans a [first] nortgage, deed of trust or

ot her instrunment securing a nortgage | oan whi ch, except as

otherwi se provided in Articles Il1l1.-B and IIll.-D herein,

constitutes a first lien (unless the holder of the nortgage

holds all prior liens) on a fee sinple or | easehold estate in

real estate located 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 instrunments, if
any, secured thereby; the term"nortgage,” unnodified by the
word "insured,"” includes both insured nortgages and t hose which
are not insured.

(5.1) "Mortgage | ender" neans any bank, bank and trust

conpany, savi ngs bank, savings associ ati on, nati onal banki ng

associ ati on, Federal savings and | oan associ ati on, nortgage

banker, credit union, insurance conpany, or other financi al

instituti on, governnental entity or person authorized to
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transact busi ness in the Commobnweal t h.

* * %

(13.1) "Oher persons" and "others" shall nean persons and

cl asses of persons other than persons and famlies of | ow and

noderate i ncone, or the elderly, who occupy residential housing

or receive |loans or receive other benefits pursuant to the

prograns authorized by this act in furtherance of the purposes

of this act.

* * %

(18) "Total project cost” neans the sumtotal of all costs
incurred in the devel opnment of a project, which are approved by
t he agency as reasonabl e and necessary, which costs [shall] nay
i nclude, but are not necessarily limted to, (i) cost of |and
acqui sition and any buil dings thereon (ii) cost of site
preparation, denolition and devel opnment, (iii) architect,
engi neer, |egal, agency and other fees paid or payable in
connection with the planning, execution and financing of the
project, (iv) cost of necessary studies, surveys, plans and
permts, (v) insurance, interest, financing, tax and assessnent
costs and ot her operating and carrying costs during
construction, (vi) cost of construction, reconstruction,
fixtures, and equipnent related to the real property, (vii) cost
of land inprovenents, (viii) necessary expenses in connection
with initial occupancy of the project, (ix) a reasonable profit

or fee to the builder and devel oper, including a reasonable

i ncentive award to the builder for conpletion prior to the tine,

or bel ow the cost, specified in the construction contract if

such early conpletion or cost savings is attributable to the

efforts of such builder, (x) an allowance established by the

agency for working capital and contingency reserves, and
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reserves for any anticipated operating deficits during the first
two years of occupancy, (xi) the cost of such other itemns,

i ncludi ng tenant relocation, as the agency shall determne to be
reasonabl e and necessary for the devel opnent of the project,

| ess any and all net rents and other net revenues received from
the operation of the real and personal property on the project
site during construction.

Al'l costs shall be subject to approval and audit by the
agency. The agency may adopt rules and regul ati ons specifying in
detail the types and categories of cost which shall be allowable
if actually incurred in the construction of reconstruction of a
proj ect .

* * %

(20) "Residential housing" neans a specific work or

i mprovenent undertaken within the Commonweal th under Articles

I1r.-A 111.-B, I1l1.-C, Ill.-Dor IV.-A herein primarily to

provi de dwel | i ng accommbdati ons for purchase or rental by | ow

and npderate i ncone persons and fanmlies, including the elderly,

and ot her persons, which includes the acquisition, construction,

rehabilitation or inmprovenent of | and, buil di ngs and

i mprovenents thereon, and such other facilities and | and

devel opnent as nmay be incidental or appurtenant thereto. Land

devel opnent as used herein neans the process of acquiring | and

for residential housing and the nmaking, installing or

constructing of residential housing thereon, together with

rel ated housi ng i nprovenents, including but not limted to

water, sewer and other utilities, roads, streets, curbs,

gutters, sidewal ks, stormdrainage facilities and ot her

install ati ons or works, whether on or off the site, which the

agency deens necessary or desirable to prepare such | and for
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resi denti al housi ng.

Section 3. Causes (4) and (19) of section 205 of the act
cl ause (4) anended Decenber 5, 1972 (P.L.1259, No.282), clause
(19) added April 7, 1976 (P.L.73, No.33), are anended and
cl auses are added to read:

Section 205. Agency Powers.--The agency shall have the
fol |l ow ng powers:

* x *

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

agency of the Conmonwealth or other entity, in furtherance of

t he purposes of this act, including but not linmted to the

devel opnent, mai ntenance, adm ni strati on, operati on and

financi ng of residential housing, including residential housing

devel oped or assisted pursuant to a Federal Housi ng Assi st ance

Program and to do that which is necessary in order for the

agency to avail itself of the aid and cooperati on of any such

agency or other entity.

(4.1) To receive and accept aid or contributions from any

source of noney, property, | abor or other things of value, to be

hel d, used and applied to carry out the purposes of this act

subject to the conditions of the grants and contri buti ons,

including, but not limted to, gifts or grants from any

departnent or agency of the United States or this Commpbnweal t h

for paynent of rent supplenments to eligible persons or fanmlies

or for the paynment in whole or in part of the interest expense

for residential housing or for any other purpose consistent with

this act.

(4.2) To make grants and gi ve subsidies to effectuate and

further the purposes of this act.
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* * %

(19) Subject to any agreenment with bondhol ders or
not ehol ders, [and with the witten approval of the Governor,] to
consent to any nodification with respect to rate of interest,
time and paynent of any installnment of principal or interest,
security or any other termof any |loan to a nortgage | ender or

any bond or note, contract or agreenent of any kind to which the

agency is a party, provided, however, that nodifications with

respect to rate of interest, tine and paynent of any install nent

of principal or interest of any bond or note issued by the

agency shall be subject to the witten approval of the Governor

or desi gnee.

(20) To use powers conferred pursuant to this act to devel op

or assi st and i nplenent residential housing prograns in

accordance with the purposes of this act, which include but are

not limted to the prograns authorized by Articles II11.-A III.-

B, Ill.-C, Ill.-Dand IV.-A of this act.

(21) |In connection with its | oans, applications for | oans,

comm tnents, services, expenses or other matters relating to

activity undertaken in furtherance of the purposes of this act,

to establish and revise fromtine to ti ne and charge and col | ect

fees and charges, including but not limted to fi nanci ng costs,

servi ce charges, insurance pren uns and nortgage i nsurance

prem uns, as the agency deterni nes to be reasonabl e.

(22) To invest in nortgages, to purchase conm tnents or nmke

comm tnents to purchase nortgages, to purchase, service and sel

nort gages, to take assi gnnents from nortgage | enders of notes

and nortgages, and to nake | oans upon the security of any

nortgage, and to participate with other entities or persons in

any of the foregoi ng, provided the underlying nortgage | oans
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shal|l have been nade and shall continue to be used to fi nance or

refi nance the construction, rehabilitati on, inprovenent,

pur chase or | easing of residential housing.

(23) To establish and periodically revise nortgage

limtations for residential housing prograns, based on

construction costs, financing costs, |and costs, and ot her

rel ated costs, at such anpunts that residential housing can be

constructed, rehabilitated or inproved in all areas of the

Commpnweal t h.

Section 4. Section 301-A of the act, added Decenber 5, 1972
(P.L.1259, No.282), is anended to read:

Section 301-A. Housing Purchase Program--(a) The agency
may meke | oans to any nortgagor for the construction,

reconstruction or rehabilitation of residential housing units

for sale to individual purchasers of |ow or noderate inconme and

el derly persons or others as provided by the agency in its rules

and regul ations and to any such individual purchaser for the
| ong-term financing of a housing unit. A loan under this section
may be in an anpbunt not to exceed one hundred per cent of the
total project cost as approved by the agency.

(b) Wile such loan is outstanding, 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
regul ati ons concerning such sales and resales that the price of

the residential housing unit sold, the nethod of maeking paynents

thereafter, the security afforded and the interest rates, fees
and charges to be paid shall at all tines be sufficient to
permt the agency to make the paynments on its bonds and notes
pl us any adm nistrative or other costs of the agency in

connection with the transactions. Residential housing units

19770S0984B1114 - 14 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

shall be sold under terns that provide for nonthly paynents
i ncluding principal, interest, taxes and insurance.

[(c) Whiile such loan is outstanding, the agency shall, prior
to the approval of sale by the nortgagor or any subsequent
resale, satisfy itself that such sale or resale is to persons of
| ow or noderate incone.

(d)] (c) Upon the sale by the nortgagor of any residenti al

housi ng unit to an individual purchaser of |ow or noderate

i ncone, elderly persons or others under this subsection to whom

a loan is being nade by the agency, such housing unit shall be
rel eased fromthe nortgage running fromthe nortgagor to the
agency and such nortgage shall be replaced as to the housing
unit by a nortgage running fromthe individual purchaser to the
agency.

[(e)] (d) Loans nmay, in addition, be made directly to

i ndi vi dual purchasers of |ow or noderate inconme, elderly persons

or _others, for the construction, reconstruction, or
rehabilitation of housing units by them not in excess of one
hundred per cent of the cost of such construction,
reconstruction, or rehabilitation. The agency shall provide in
its rules and regul ati ons concerning such | oans that the anount
of the | oan, the nmethod of naking paynents thereafter, the
security afforded and interest rates, fees and charges to be
paid shall at all tines be sufficient to pernmit the agency to
make the paynents on its bonds and notes plus any administrative
or other costs of the agency in connection with the

transacti ons.

Section 5. The act is anmended by adding articles to read:

ARTICLE II11.-B

Loans to Lenders Program
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Secti on 301-B. Loans to Lenders Program --(a) The agency

shall have the power to:

(1) WMake | oans and contract to make | oans to nortgage

| enders and to participate with other entities or persons

therein under terns and conditions requiring the proceeds

t hereof or reasonably equi val ent anpunts to be used by such

nortgage | enders for the naking of |oans, including federally

i nsured nortgages, for residential housing.

(2) Require such collateral security as the agency nay

deternine to be necessary to assure the paynent of such | oans

and the interest thereon as the sane becone due and the

performance of the obligati ons of the nortgage | enders.

(b)Y The agency shall fromtine to tine establish rules and

requl ati ons for the nmaking of | oans pursuant to this article

governing: the tine within which nortgage | enders nust nmke

comm tnents for and di sbursenents of | oans for residential

housi ng and standards as to the number of dwelling units and

ot her characteristics of residential housing to be financed by

the | oans for residential housing.

(c) The agency may collect, enforce the coll ection of and

forecl ose on any collateral securing a loan to a nortgage | ender

and acquire or take possession of such collateral and sell the

collateral at public or private sale, with or w thout public

bi ddi ng, and ot herwi se deal with such collateral as may be

necessary to protect the interest of the agency therein, and

make provi sions regardi ng such collateral in any agreement with

bondhol ders or notehol ders. The agency nay pernit | oan

collateral to be pledged w thout requiring physical delivery

thereof to the agency. In the event that |oan collateral is not

held by the agency or by a third party custodi an (whi ch nmay be

19770S0984B1114 - 16 -
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within or outside the Commonweal th), the lien of the pl edge of

such | oan collateral shall be valid and effectual agai nst al

other creditors of the nortgage | ender, subject to the rights of

parties acquiring such collateral as holders in due course.

(d) Notw thstandi ng any other provision of this act,

i ncl udi ng section 103(5), any nortgage whi ch secures a | oan for

rehabilitati on of residential housing pursuant to this article

must constitute a lien upon the real property with respect to

whi ch such rehabilitati on was nade, but need not constitute a

first lien thereon, and may constitute a part of a refinancing

of an existing |loan for residential housing to the extent

required, in the discretion of the agency, to acconplish the

pur poses of this act.

(e) |In exercising the powers vested in the agency in

subsections (a), (b), (c) and (d), and in establishing the rul es

and requl ati ons provided for in said subsection (b), the agency

shall effectuate the general purposes of this act and the

foll owi ng specific objectives: (i) the expansi on of the supply

of funds in the Commpbnweal th avail able for residential housing;

(ii) the provision of the additional housi ng needed to renedy

the shortage of decent, safe and sanitary housing in the

Commpnweal th and elininate the exi stence of a | arge nunber of

substandard dwellings; and (iii) the effective participation by

nortgage | enders in the prograns authorized by this article.

ARTICLE II1.-C

Mor t gage Pur chase Program

Secti on 301-C. Mort gage Purchase Program --(a) The agency

shall have the power to invest in, purchase or nake conmi tnents

to purchase, and take assignnents from nortgage | enders of,

| oans for residential housing and the nortgages securing such

19770S0984B1114 - 17 -
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| oans, including Federally insured nortgages, and to participate

with other entities and persons therein.

(b)Y The agency shall fromtine to tine establish rules and

requl ati ons for the purchase of nortgages and the use of the

proceeds of such purchases by the nortgage | enders for the

maki ng of | oans for residential housing pursuant to this article

governing: the tine within which nortgage | enders nust nmke

comm tnents for and di sbursenents of | oans for residential

housi ng and standards as to the nunmber of dwelling units and

ot her characteristics of residential housing to be financed by

such | oans for residential housing.

(c) |In exercising the powers vested in the agency in

subsections (a) and (b), and in establishing the rul es and

requl ati ons provided for in said subsection (b), the agency

shall effectuate the general purposes of this act and the

foll owi ng specific objectives: (i) the expansi on of the supply

of funds in the Commpbnweal th avail able for residential housing;

(ii) the provision of the additional housi ng needed to renedy

the shortage of decent, safe and sanitary housi ng the

Commpnweal th and elininate the exi stence of a | arge nunber of

substandard dwellings; and (iii) the effective participation by

nortgage | enders in the prograns authorized by this article.

ARTICLE IIl.-D

Hone | nprovenent Loans Program

Secti on 301-D. Hone | nprovenent Loans Program--(a) The

agency shall have the power to invest in, purchase or nmke

comm tnents to purchase, and take assi gnnents from nortgage

| enders of, or make or enter into commtnents to make, | oans for

i mprovenents to residential housing and to participate with

other entities or persons therein.
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(b)Y The agency shall fromtine to tine establish rules and

requl ati ons for the nmaki ng or purchasi ng of nortgages and the

use of the proceeds of such purchases by the nortgage | enders

for the maki ng of | oans for i nprovenents to residential housing

pursuant to this article governing: the tine within which

nort gage | enders nmust nake conmmitnents for and di sbursenents of

| oans for such i nprovenents to residential housi ng and standards

as to the nunber of dwelling units and other characteristics of

residential housing to be benefited by | oans for such

i mprovenents.

(c) Notwi thstandi ng any other provision of this act,

i ncl udi ng section 103(5), any nortgage whi ch secures a | oan for

i mprovenents to residential housing pursuant to this article

must constitute a lien upon the real property with respect to

whi ch such i nprovenent was nade, but need not constitute a first

lien thereon, and may constitute a part of a refinancing of an

existing loan for residential housing to the extent required, in

the discretion of the agency, to acconplish the purposes of this

act.

(d) In exercising the powers vested in the agency in

subsections (a), (b) and (c) and in establishing the rul es and

requl ati ons provided for in subsection (b), the agency shal

effectuate the general purposes of this act and the foll ow ng

specific objectives: (i) the expansi on of the supply of funds in

the Commonweal th avail able for i nprovenents to residenti al

housi ng; and (ii) the effective participati on by nortgage

|l enders in the program authorized by this article.

Section 6. Cause (1) of section 401-A, and subsection (b)
of section 402-A of the act, clause (1) of section 401-A anended

April 7, 1976 (P.L.73, No.33) and subsection (b) of section 402-
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A added Decenber 5, 1972 (P.L.1259, No.282), are anended to
read:

Section 401-A. Rental Housing Program--To acconplish the
decl ared purpose of this act of providing rental housing to
persons and famlies of | ow and noderate incone the agency is
her eby aut horized to:

(1) Mke [first] nortgage | oans secured by nortgages on real

property or a | easehold estate, including nortgages insured by a
Federal agency, to finance projects designed and planned to be
avai l abl e for | ow and noderate i nconme persons and famlies or

el derly persons and others. The agency shall not nake any
nortgage | oan pursuant to the provisions of this article, unless
such nortgage loan is made in conjunction with a Federal Housing
Assi stance Program provi ded, however, that any nortgage | oan
for which the agency had issued a witten comm tnent and/or
projects for which the agency had issued witten feasibility
approval on or before January 1, 1976, shall be excluded from
the [imtations of this sentence.

* %k

Section 402-A. Mrtgage Loans.--* * *

(b) Interest and Charges. The agency shall have authority
to set fromtinme 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 nmaking of nortgage | oans
and conmtnents therefor, and in addition to such interest
charges, the agency may make and col |l ect such fees and charges,
including but not limted to reinbursenent of the agency's
financing costs, service charges, insurance prem uns and

nort gage i nsurance prem uns, as the agency determ nes to be
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reasonabl e. ]

* x *

Section 7. Article VI.-A of the act, added Decenber 5, 1972
(P.L.1259, No.282), is amended by amending the article heading
and addi ng sections to read:

ARTI CLE VI . -A
Li beral Construction, Fraud Penalty [and], Effective

Date, Conflict of Interest, and | nconsistent Provisions

in OGher Laws Superseded

* * %

Section 604-A. Conflict of Interest.--Notw thstandi ng the

provi sions of this act or of any other provision of law to the

contrary, it shall not be deened a conflict of interest for any

entity or person to execute any | oan or nortgage purchase

agreenent, to receive any bond proceeds thereunder or to act as

either trustee or paying agent, or to purchase bonds, of, or

ot herwi se transact any business with the agency when at the sane

tinme or prior thereto:

(1) Such entity or person shall have entered into with the

agency any other | oan agreenent, nortgage purchase agreenent,

trustee agreenent, paying agency agreenent, or other agreenent.

(2) Such person or such entities' or person's agent or

enpl oyee has advi sed the agency on nmatters pertaining to this

section.
Secti on 605-A. | nconsi stent Provisions in Gher Laws
Super seded. --1 nsofar as the provisions of this act are

i nconsi stent with the provisions of any other | aw, general,

special or local, the provisions of this act shall be

control ling.

Section 8. This act shall take effect imediately.
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