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U, 3, DEPARTMENT QF HOUSING AND URPAN DEVELOPMENT -
LOW-RENT PUBLIC HOUSING

CONEOLIDATED
ANNUAL CONTRIBUTIONS CORTRACT

PARY. OKE

THIS AGHEEMENT, entered into ss of the day of MAR 10 1972 ’ 1972,
(herein called the "Date of This Contmct"; ; by and betveen the United States
of America {herein called the "Government® ; pursuant to the United States
Housing Act of 1937 (42 U.5.c, 1k01, et peg., which Act as amended to the
Date of This Contract is herein called the "Act") ard the Department of Housing

and Urban Development Act (Public Law 89-174), and the
HOUSING AUTHORITY OF THE CITY OF FLEASANTON, CALIFORNTA

(herein called the "Local Authority"), which is a body corporate mnd politic
organized and existing under the lawe of the Statae of

california {herein called the "State"} and a "public housing
agency"” as defined in the Act, WITHNESSETH:

In consideration of the mutual covenants hereinafter sest forth, the parties
hereto do egree, as follows:

Bec. 1. Prolect, Cocperstion Agreement, and Maxirum Limitations

{A) The Local Authority is undertaking the development or acgquisiticn
and operation of low-rent hcousing as defined in the Act, as followa:

Project Estimated Estimated Initial Minimum Haximum List Type

No. Number of Total De- Loan Loan Conkri~ No. of
Dwelling wvelopment Commit- Interest buktlons Project
Units Cost ment Rate Percentage

CAL 8l-2 50 - §1,000,000, $100,000. 5-3/8 6.131 SF~72-076 CONV

(ge With respect to Buch low-rent housing in compliance with Sec. 10{a),
gec, 10(h), and Sec. 15(7){b) of the Act ths Local Authority has entered into,
and the Qovernment has approved, an agreement or agreements with the governing
body or bodies of the locality or localities inm which sgch housing is or will
be situated, s follows:

Project No. Governing By of: Date of Agreement

CAL B1-2 City of Pleasanton ' April 12, 1971

(Agreement ia for 200 units; CAL 8l~2 encompasses only 50 units)

Such agreement or agresments collectively are hersin called the “"Cooperation
Agreementy”
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(¢) The Local Authority shall proceed with the timely development of the
Projects identified in this Sec. 1l in conformity with such dates for the completion
of various stages of development as are established Ear the Prajects by the
Govermnent and transmitted to the Local Authority by lLetter.

{D) TIf the Local Authority shall fail to prosecute diligently the develop-
ment af any Project as tequired by subsection (B} of Sec, 102 or to proceed with
the timely development, as described in subsection (C} of this Sec. 1, of any
Projece, and the Government has notified the Local Authority of such failure, the
Local Authority shall suspend the development of the Project and shall cake what-
ever actlon {a necessary to coanserve monies and assets and to stop overhead
expenses and loases with respect to such Project. Upon the award of the Main
Constructlon Contract {as defined 1n Sec. 107) for any Project comprialng a
numbar of units less than the number of units specified For such Project in
gubseccion (A) of thia Sec. 1, the Local Authority shall suspend the development
of the remaining number of units and shall take whatever action is necessary to
conserve monles and assets and to stop overhead expenses and losses with tespect
to the remaining number of units unless {1} a Development Program Eor the remain-
ing number of the units has been submitted by the Local Authority and approved
by the Government and (2} this Contract has becn amended ta {a) specify the re-
duced number of unit$ and Develupment ‘Cost of such Project, and (b} identify
the remaining number of units by separate project number and specify the Develop-
ment Cogt therefor. Any monies In the General Fund for the development of a
Project, suspended in whole or part, in excess of the monles needed therefor.
under the aforesald limitations shail be promptly applied to the payment of any Proj-
ect Loan .ot Project Notes outstanding Iin connection with guch Project.

(E} The Government shall not be cbligated to make any further advances
(except such advances which the Government determines to make to the Locai Authot-
ity for its payment of approvable obligations incurred prior te the notice by the
Government to the Local Authority or award of the Mailn Construction Conkract
referred to in subgectlion (D) above) or any annual contributions in respect to
any suspended low-rent housing unless and until cthe Local Authoricty demonsatrates
to the satisfaction of the Government that Lt is willing and able to proceed
expeditiously with the development of such suspended low-rent housing and the
Government, in its sole discretion, determines ac that time that it shall render
financial assistance to the Local Authority with respect to such housing.

{F) The amount of the advances made by the Government on account of the
loan for any suspended low-rent housing together with interest thereon at the
applicable Logh' [hterest Rate to the date of repayment. ghall becpaid Erom any -1
funds of the Local Authoricty available cherefor, including the annual payment
of all receipts in excess of expenditures necessary Eor management, operation,
maintenance, and reasonable rescrves in connection with each low-rent housing
project {under this Contract or any other contract between the Local Authority
and the Government under authority of the Acr) presently or hereafrer developed
or gperated with the financial assistance of the Govermment or conveyed to the
Local Authority by the Govermment, after (1) the payment of all cbligations In
connection with such project for which annual contributions are pledged or (2}
the Administration Period for such project, as the case may be,

{6} The provisions of subsection (D) and (F) of thils Sec. 1 shall not be
in lieu of any rights or remedies which may accrue to the Government by law or
under this Contract but shall be in addition to all such rights and remedies,

(i} The "Minimum Loan Interest Rate" far each Project shall be the rate
specified in subsection (A) of this Sec. 1.
The "Maximum Coutribution Percentage" forv each!Project shall be the -
rate specified in subsection (A) of this Sec. I. '

(1) The making of this Contract and‘thé undercaking 6f the loan and ‘annual
contributions as herein provided, were approved by a "List®, the number of which
ts specified in subsection (A} of this Sec. 1.

{J1) Each project identified in this Sec, 1 Ls hereipn called a "Project' and,
Lf more than one Project is so {dentlfied, are herein collectively called the
“Projects.,"

Sec, 2, Development Program

Each Project 18 more fully described In a statement {herein called a "De-
velopment Program') which has been adopted by the Local Authority. Each Project
shall be developed and operated by the Local Authority in compliance with ail
provisions of this Contract and all applicable pravisions of the Act.
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Sec. 3. Development Cost of Project

The Local Authority estimates that the total Development Cost of each
Project Wwill not exceed the Estimated Total Development Cost therefor as apeci-
fled in Sec. l, which estimate is approved by the Government. The respective
amounts of such Estimated Total Development Cost, or the latest revisions thereof
pursuant to the provisiona of Part Two hereof, are herein called the "Maximum
Development Coat” of the respective Projects ot of all the Projects in the aggre~
gate as the context Indicaces. The local Authority, however, shall complete
the development of the Projects at the lowest possible cost, and in no event at
a coat In excess of the aggregate amount of the aforesaild Estimated Total
Developmental Coats.

See, 4. Cost Limits

{A) The Development Coat for construction and equipment of each Project
{excluding land, demolition, and Non-dwelling Facilities) shall not exceed by
more than 10 percentum the appropriate prototype cost for the area in which
such Project i3 situvated as determined by the Government pursuant to Section 15(5)
of the Act and which is in effect on the date of the Government's approval of
the award of the Maln Construction Contract,

(B} The term '"Nondwelling Facilities" as used in this Contract Lncludes
nondwelling structures, spaces, and equipment, and site development, lmprove-
ments and facilitles located outside bullding walls (including streets, sidewalka,
and sanitary, ucllity, and other facilities, but excluding separate heating plant
structures, equipment, and distribution lines),

Sec. 5. Justification for Project and Financlal Assistance

The local Authoriry has demonstrated to the satisfaction of the Government
that there 1s a need for such low-vent housing Which 18 not being met by private
enterprise, The development and operation of each Project in accordance with
thias Contract will provide decent, safe, and sanitary dwellings within the
financial reach of families who are in the lowest income group and who cannot
afford to pay enough to cause private enterprise in thelr locality or metropolitan
area to bulld an adequate supply of decent, safe, and sanitary dwellings for their
use (which families are herein called "Families of Low Income''}, and the provisions
of this Contract are adequate to assure that each such Project will be developed and
operated in compliance with all the requirements of the Act. The loan herein
provided is necessary to assist the development of each Praoject, and the annual
contributiona payable by the Government in the amounts, for the period, and in
the manner herein provided are necessary to achieve, maintaln, and assure the
low-rent character of each such Project,

Sec. 6, Tax Exemptlon of Project

Under the Constitution and Statutes of the State, each Project 1ls exempt
from all real and personal property taxes which may be levied or lwposed by
the State, city, county, or other political gubdivision,

Sec. 7, Loan by Government

SubjJect to and in accordance with all the provisiona of Part Two hereof,
and in order to asaist the development of each Project, the Gaverament shall
lend to the Local Authority amounts {the total of which is herein called the
IMaximum Loan Commitment®) as determined pursuant to Sec. 410, Each advance
on account of the loan for any Pro)ect shall bear interest on the untepaid
principal amount thereof from the date the advance la made to the date of re-
payment at the rate or ratea {herein called "Loan Interest Rate"} as the
Government determines on the date such advance 1s made and redetermines on
each anniversary of auch date pursuant to Sec., 20 of the Act: Provided, that
the Loan Interest Rate for each advance, which shall be ad)usted annually as
pravided herein, ahall not be leas than the “Minimum Loan Interest Rate",
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Sec., 8, Annual Contributions by Government

Subject teo and Iin accordance with all the provisiona of Part Two hereof,
and in order to assist in achleving and maintaining the low-rent character of
each Project, the Covernment shall make annual contributions to the Local
Authoricy In respect to each Project in the amounts as determilned pursvant to
part Two and for not to exceed the period (herein called "Maximum Contribution
Period”) commencing on the date the first annual contribution with respect to
guch Project is paid and ending forty years from such date, Not more than
forty annual contributions shall be made with respect to any Project.

Sec. 9. Bonds and Additional Projects

The Locsl Authority shall authorize, issue, and sell to others than the
Covernment, obligations of the type prescribed in Seec. 411 (herein called the
"Bondg"), all as preacribed in Part Two of this Contract, with respect to the
Projects and to any other low-rent housing project or projects undertaken by
the Local Autherity with financial assistance of the Government which, pursuant
to mutual ngreement of the Local Authority and the Government, may be incorpo-
rated under the terms of this Conrract,

Sec, 10. HNaticnal Emergency

(A) The Local Authoricy shall, (1) during any period of nationsl
emergency Iin connection with national defenge as declared by the President
af the United Statés or any period during which n state of war between the
United States and any foreign power exists, and (2) upon elther a determina-
tion by the Preaident of the United States that there ls an acute shortage
aof housing in the locality of any Project which {mpedes the national defense
and that the necessary housing would not otherwise be provided when neeaded
for persaons engaged in national defense activitiesa, or a detecmination by
the President of the United States that there is an acute need for housing
in the locality of any Project to assure the availabllity of dwellilngs for
persons engaged in nationsl defense accivicies, to the maximum extent
authorized or permitted under applicable Federal and State laws them in
effact, operate such Project to provide housing for persona engaged in
national defense activicies.

(B} 1If, by reason of any such emergetcy or state of war, the con-
struction of any Project is either prohibited or stopped prior to the
delivery of Bonds and {t appears that such prohibizion or stoppage of
conatruction will continue for an extended peried, the Local Autheoricy
shall refrain from the award of any further Construction or Equipment
Contracts, shsll take In respect to Cemstruction or Equipment Contracts
already let whatever action 18 reasonably necessary to conserve monles
and assets (including termination or settlement of any outstanding Construcw
tion or Equipment Contracts), and shall take all other reasonable actlons
necessary to minimize overhead expenses and losses. Any monies in the
General Fund for the development of such Project Ln excess of the amounts
needed therefor under the aforesald limitations shall, upon request of the
Government, be applied to the payment of any Project Loan Notes or Project Notes
issued in connection with such Project, and the Government shall not be
obligated tao make any further advances with respeet to work under Construction
or Equipment Contracts until such prohibition or stoppage 1s ended. Nothing
in this subsection (B) shall be construed as prohibiting the Local Authority
from proceeding with gite acquisition and the completion of plans, dravwings,
specifications, and relacted documents,

Sec, 11, Incorporation of Part Two in this Contract

For convenlence, various provisions of this Annual Contributions Gontract
are embodied in a separate document designated "Termsa and Conditlons” being
Form HUD~53011, November 1969, which (as modified by See, 12} constitutes Parkt
Two of thla Contract, The provisions, terms, covenants, and conditions em-
bodied in Part Two are binding upon the parties hereto, with the same effect
as 1f get forth in full in thia Parc One of this Contract, The term “Contract™
as used herein shall mean the Annual Contributions Contract, consisting of this
Part One thereof and the Terms and Conditions constituting Part Two thereof.
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Sec, 12, Additional Proviaslons and Modifications

The following additional provisions, and modifications of elther Part One ar
Part Two, as hereafter set forth constitute the only modifications to this Contract:

{A) HNondiscrimination in Housing

{1} In coanection with the development and operation of any program
or activity of the Local Authority receiving Federal financlial assistance under the
United States Houslng Act of 1937, regardleass of when such program or activity, or
any portlon thereof, was initially covered by any contract for such assistance, and
for as long as the real property or structures thereon in such program or activity,
or any portion thereof, is used for a purpose for which the Federal Eilnancial assis-
tance was extended or for another purpose Involving the provislon of similar benefits,
the Local Authority will comply with all requirements imposed by title VI of the
Civil Rights Act of 1964, Public Law 88-352, 78 Stat, 241; the regulations of the
Department of Housing and Urban Develcpment issued thereunder, 24CFR, Subtlitle A,
Part 1, section 1.1 et seq,; and the requirements of sold Department pursuant to sald
regulations; to the end that, in accordance with that Act and the regulations and
requirements of sald Department thereunder, no person in the United States ashall, on
the ground of race, celor, or national origin, be excluded from participation in,
be denled the benefits of, or be otherwise subjected to discrimination under any
such program or activity., The Local Authority will, by contractual requirement,
covenant, or other binding comnitment, assure the same compliance on the part of any
subgrantee, contractor, subcontractor, transferee, successor in Interest, or other
participant in the program or activity, such commitment to include the following
clauge:

"This provision i{s included pursuant to the regulations of the Department
of Housing and Urban Development, 24 CPR, Subtltle A, Part 1, section

1.1 et seq., issued under title VI of the sald Civil Righta Act of 1964,
and the requirements of the said Department pursuant to sald regulations;
and the obligation of the (contractor or other) to comply therewith

inures to the benefit of the United States, the said Department, and

the local Authority, any of which shall be entitled to invoke any remedies
available to law to redress any breach thereof or to compel compllance
therewith by the (contractar or other).”

{2) The Local Authority shall not, on account of creed, discriminate
in the sale, leasing, rental, or cther disposition of housing or related facflities
{Including land) included in any Project or inm the use or occupancy thereof, nor
deny to any Eamilly the opportunity to apply for such housing, nor deny to any eli-
gible applicant the opportunlty to lease or remt any dwelling in any such houslng
suitable teo its needs,

(1) Fallure of the Local Authority rtu comply with the requiremencs
of (1) or (2) above shall constitute a Substantial Default under any contract be-
tween the Government and the Local Authority coverling Federal financial assistance
under the Unkted States Housing Act of 1937, and this Section shall be construed
to apply so long as any such contract is Ln force or effect,

{8) ofy o0f Projecta by the Turnke I} Method

The Local Authority may scquire those Projlects, if there be any, specifically
degsignated in Sec, L{A) of thls contract as being "Tornkey™" Projects pursuant Co
the Turnkey method which lnvolves Comtracts of Sale entered into between sellers
and the Local aAuthority; the provisions of this subsection will apply to all such
projects, to wit: Prior to the execution of such Contracts of Sale the lLocal
Authority may lsaue Letters of Intent to sellers to enter into such Contracts,
Such Letters of Intent and such Contracts shall bear the written approval of the
Government. Fallure of the local Authority to expeditiously concinue the under-
taking of the Projects or to comply with the Letters of Intent or Contracts, or 1E the
Letters of Intent or Contracts are held to be void, veldable or ultra vires, or LE
the power or tight of the Local Authority to {ssue the Letters of Intemt or enter
into the Contracts of Sale is drawn into queation in any legal proceedings, or Lf
the Local Authority asserts or claims that the Letters of Incent ar Contracts are
not binding upon the lLocal Authority for any auch reason, the occurrence of any
such event, 1f the seller i{s not in default, ghall constitute a Substantlal Default
for the purpase of Article ¥ hereof, and, in such case, the Government will continue
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the undertaking of the Projects and will take delivery of such right, title or interest
in the Projects as the Local Authority may have and perform such Letters of Intent or
Contracts of Sale, as the case may be. The provisions of this paragraph are made
with, and for the benefit of, the sellers and his asslgnees who will have been specifi-
cally approved by the Goverament prlor to such assignments. To enforce the performance
of this provision the sellers and such assignees, as well as the Local Authority, shall
have the right to proceed agalnst the Government by actions at law or sult in equicty.
In order to agskst in financing the acquisition cost (herein called Development Cost)
of the Projects, the Government, notwithatanding the provisions of Sec. 410, shall lend
to the Local Authority an amount equal to the Maximum Development Cost of the projects:
Provided, that the Gavernment shall not be obligated to make annual contributfions with
reapect to the Projects until the Local Authority has sold issues of its Bonds to finance
such costs.

(C} Redesignation of Terminology of "Advance Notes and "Temporsry Noteg'

References are made in Part One and in Part Two of thia Contract to “Advance
Notes'" and "Temporary Notes"., Such notes have been redesignated respectively as
Project Loan Notes and Project Notes, Therefore whenever the term "Advance Note(s)"
appears in this Contract the term "Project Loan Note(s)" shall be substituted there-
for and whenever the term "Temporary Note(s)" appears the term "Project Note(s)' shall
be substitoted therefor,

{1) The Local Authority will acquire those Projects, if any, specifi-
cally designated Iin Sec. 1 (A) of this Contract as being "Homeownership Turnkey ITI"
projects pursuant to a Contract of Sale to be entered into between the seller and
cthe Local Authority, Prior te execution of such Contract of Sale the Lacal Authority
may issue a Letter of Intent to the seller to enter Into such Contract. Such Letter
of Intent and such Contract shall bear the written approval of the Government. Fallure
of the Local Authority to expeditiously continue the underteking of the Project or to
comply with the Letter of Intent or Contract, or Lf the Letter of Intent of Contract
is held to be void, voidable, or ulera vires, or Lf the power or right of the Local
Authority ro issue the Letter of Incent or enter into the Contract of sale 13 drawn into
question in any legal proceeding, or if the Local Authorilty asserts or clalms that the
Letter of Intent 18 not binding upon the Local Autheority for any such reason, the
occurtence of any such event, LE the seller 15 not in default, shall constitute a
Substantial Default Eor the purpose of Article V, hereof and, 1in such case, the
Government will continue the undertaking of the Pro)ect and will take delivery of
such right, title or interest in the Project as the Local Authority may have and per-
form such Letcter of Intent or Contract of Sale, as the case may be. The provisions
of this paragraph are made with, and for the benefit of, the seller and his assipgnees
who will have been speci{fically approved by the Government prior to such assignment.
To enforce the performance or thils provision the seller and such assignees, as well
ag the Local Authority, shall have the right te proceed against the Government by
action at law or sult in equity,

{2) The Local Authority agrees to operate the Project im accordance
with guldelines for the Homeownershlp Program for Low-Income Famllies as prescribed
by the Government. The Local Authority shall enter into an agreement with the occu-
pant of each dwelling in the Project which agreement shall be in the form of Home-
buyers Dwnership Agreement as appraved by the Government for the Homeownership Pro-
gram for Low-Income Families and provides for the ultimate ownership of the diwelling
by each occupant who has performed all of the obligations and condicions precedent
imposed upon him by such agreement: Provided that, upon conveyance of any such unit
and payment and retirement of the amount of the Local Authority's outstanding obliga-
tions attributable to such unit the annual contributions otherwise payable Ln respect
to the Project shall be reduced by the amount thereof allocable to such unit, Fallure
of the Local Authority ta enter into such Homebuyers Qwnerghip Agreements at the time
and in the form as required by the Government and Fallure tao perform any such agreement
shall constitute a Substantial Default under this Contract.

{3) The books of account and records of the Local Authority shall be
maintained in accordance with the Homebuyers OGwnership Agreement as well as the other
provisions of this Contract and in such manner as will at all times show the Operat-
ing Recelpts, Operating Expendltures, Reserves, Residual Recelpts and other required
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accounts for the Project separate and distinct from all other Projects under this
Contract,

{4) As such time as the Government may require, the Local Authority
gshall determine snd submit to the Govermment for ite approval the smount below which
the Development Cogt of the Project will in no event fall, Upon approval thereof
by the Government such amount shall constitute and be known as the "Minimum Develop-
ment Cost' of the Project. Prior to the issuance of Bonds to finance s portion of
the Minlmum Development Cost the Local Authority shsll issue its Project Laosn Notes,
Permanent Notes OF Froject Notes as the Government may require to finance such amount,

(3) As used in this Contract the term Development Cost shall include
the cost of acquisition of the Project and interest on that portion of borrowed
moniea allocable to the Project for only such period as may be apecifically approved
by the Government.

. Al

(6] Subject to- redqctian as provided in Sec, 415 and in the Homebuyers
Ownership Agreement the amount of snnual contributions payable ofi ‘each Annual Contri-
bution Date with respect to the Project shall not exceed-an: amount, 43 determined by
the Government, which Lf applied annually at the intaréat‘raqg {adjusted to the near-
est one-eighth of one percent) charged the Local Authority during the next preceding
Fiscal Year would fully amortize the amount of the Mifilium Development ‘Cost of the
‘Project on the first day of the month following the: thfrtieth Annual Contribu:iun
Date. o

.\_ -t

respect:to:the Project the Locsl Authnrity shall pay to the: ‘Government all Residual
Recelpts of the Project for auch Fiscal Year, provided that the aggregate amount

of such paymenta shall not exceed the aggregate smount of annual contributions paid
by the Government with respect to the Project,

{8) No part of the funds on deposit in the Debt Service Fund or the
Advance Amortization Fund with respect to any other Project under thia Contract, or
the funds’available for Deposit in such Funde for such other Projects, shall be
applied to the retirement of Notes or Bonds {ssued for thie Project, nor shsll any
auch funds on deposit or available for deposit from this Project be used with respect
to any other Project or Projects under this comtract.

{9) To the extent that the provisions of this, Sectlon conflict with
other provieicns of this Contract, the provisions of thia Section shall be controlling.

(E} Uniform Relocetion Assistance and Real Property Acquisition Policies Act
of 1970, {P.L. 91-646)

Notwithstanding any other provisions of the Contract, the Local Authority
understande. dnd agrees-that .acquisition of Project sites and relocation of, and pay-
ments to, site occupants will be carried out in accordance with all regulations and
requirements of the Goverpment and in compliance with the requirements of the Uniform
Relocation Assistance and Real Property Acquisition Policies Act of 1970 (Public Law
91-646), approved January 2, 1971, and that it {s able to cowply with the requirements.
The agsurances required by Sections 210 and 305 of Public Law 91-646 and those re-
quired by the Relocation Regulations (36 Federal Register No. 93 {May 13, 1971) page
B789 subpart A Sec. 42,30) are hereby given. Costs and expenses of complionce with
said requirements will be included in the development cost of projects as appraved
by the Government.

(F) Maximum Loan Commitment - Removael of 907 Limitation

Sec. 410 of Part Two of this Contract, entitled '"Maximum Loan Commitment®,
is hereby amended by deleting the following words "90 percent of from the last clause
of the last sentence of Sec. 410.
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Sac, 13, Performance of Conditions Precedent to Validity of thia Contract

The Local Authority certifies that all condltilons precedent to the valid exacu~
tion and delivery of thia Contract on its part have been complied with, bthat all
things necessary to constitute this Contract its walild, binding, and legal agreement
on the terma and conditions and for the purposes herein set forth have been done
and have occurred, and that the exmsgution and delivery of thia Contract on ite part
have been and are in all respects duly authorized in accordance with law. The Gov-
ernment pimilarly certifies with reference to ita own execution and delivery of this
Contract,

IN WITNESS WHEREOF, the Locsl Authority and the Govermment have caused this
contract to be executed in their regpective names and the Local Authority has caused
its seal to be heresunto affixed and attestad 2a of the Data of This Contract first
above written,

ROUSING AUTHORITY OF THE CITY
OF PLEASANTON, CALIFORNTA

. o LV I

{3 gnature) ¢

(5EAL) . F. Roger Mclain
. (Type or Print Hame)

ATTEST : . Chairman
: (Title)

L
i ?;‘m:ﬁ) ) U

-~Jchn G, Bowling
(Type or Print Name)

Secratary

Title)

UNITED STATES OF AMERICA
Secretary o Housing and Urban Developmant

n Director
an Francisco Area Office

1371 « 79002425200

-¥
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Article I

DEVELOPMENT

Sec, 101, Efficiency and Ecomomy in Development and Administration

Each Project shall be undertsken in such a manner that it will not
be of elaborate or extravagant design or materials, and will be developed
and administered to promote serviceability, sfficiency, economy, and
stability and to achieve the economic and social well-being and advance-
ment of the tenants thereof.

Sec. 102. Conforwity with Development Program

(A) Each Project shall be developed in accordance with the applic-
able Development Program, and with plans, drawings, specifications, and
other documents which subsequently supplement or modify such Development
Progranm.,

(B) The Local Authority shsll diligently prosecute the development
of each Project.

Sec. 103. Acquisition of Project Sites

(A) In connection with the acquisition of real property by eminent
domain for use in connsction with each Project, the Local Authority shall
abide by the regulations and requirements of the Govermnment, including but
not limited to the following: (1) the Local Authority shall make every
reasonsble effort to acquire the real property by negotiated purchase; (2)
the Local Authority shall not require the owner to surrender possession of
real property before the Local Authority pays to the owner (a) the agreed
purchase price arrived at by negotiation, or (b) in any case where only
the amount of the payment to the owner is in dispute, not less than 75 per
centum of the appraised fair value of such property as determined by the
Local Authority and approved by the Government; and (3) the Iocal Authority
shall schedule the construction or development of any Project so that no
person lawfully occupying ths real property shall be required to surrender
possession on account of such construction or development without at least
90 days' written notice from the Local Authority of the date on which such
construction or development is scheduled to begin or when possession of
such real property will be required.

(B) The Local Authority, unless the Qovernment otherwise approves,
shell provide by contract for necessary services of experts in their
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respective fields for land surveys, title information, and legal
services for land acquisition, appraisals and option negotiations,
in accordance with regulations and requirements of the Govermment,
Approval of such contracts by the Government will be required if the
fees provided therein exceed the maximum amounts then prescribed by
the Government. Such contracts shall not be entered into in respect
to any Project site prior to tentative approval by the Government of
such site. The Local Authority shall not undertake to acquire real
property unless the Government has approved the acquisition thereof
for a Project. i

(C) The Local Authority, unless the Govermment otherwise
approves, shall obtain a formal appraisal or appraisals, as required
by the Government, on each parcel and obtain Government approval
before taking an option, instituting condemnation proceedings, or
acquiring title thereto, and shall conduct all negotiations for the
acquisition of real property in accordance with regulations and
requirements prescribed by the Government., In no case shall persons
who have made such appraisals be employed to negotiate options.

(D) The Local Authority shall not accept any option for, institute,
accept awards under (except as required by applicable law), or appeal
any candemmation proceedings for, or otherwise acquire any portion of
the site for any Project until it has submitted such data with respect
thereto as the Govermment may require, and has obtained the approval
of the Government of such action. The Local Authority shall appeal any
condemnation award if requested to do so by the Government.

(E) The Local Authority shall acquire good and valid title to
the site of each Project free and clear of any mortgage, lease, lien,
or encumbrance of any nature whatsoever, other than such leases, use
restrictions, zoning ordinances, building restrictions, easements, or
rights-of-way as will not, in the determination of the Local Authority
approved by the Govermmemt, adversely affect the value or usefulness
of such site for the Project.

(F) Upon the vesting of title to the site of each Project in the
Local Authority and the due recording of deeds or other documents
required to be recorded in order to protect such title, the Local
Authority shall furnish to the Government a final report on completed
land acquisition, together with two copies of (1) title insurance
policies, or (2) title oertificates, or (3) attorneys' opinions,
showing that the Local Anthority has good and valid title, as described
in subsection (E) hereof, to the entire site of such Project, and that
such deeds or other documents have been duly recorded or filed for record
wherever necessary to protect such title.
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Sec., 10L4. Relocation of, and Paymemnts to, Site Occupants

(A) The Local Authority shall undertake all steps necessary to
carry out the relocation of the individuals and families displaced
from the Project site and ghall make as part of Development Cost re-
location payments to individuals, families, business concerns, or
nonprofit organizations displaced from a low-rent housing site as a
result of the acquisition of real property by the Local Authority,
in accordance with regulations as prescribed by the Government.

(B) The Local Authority shall mske and preserve such records
of the individuals, families, business concerns, or nonprofit
organizations displaced from the Project site and relocation costs
in comnection with the Project as the Government may require.

Sec. 105. Elimination of Substandard Structures on Project Sites

A1l substandard dwelling structures on the site of each Project
shall be eliminated.

Sec. 106. Architectural and Engineering Services

(A) Unless otherwise approved by the Government, the Local
Authority shall provide by contract in form and substance approved
by the Government for the gervices of qualified architects and
engineers for the preparation of plans, drawings, specifications,
and related documents, and for the general supervision and.for the
inspection of the construction of each Project.

(B) The Local Authority shall submit to the Government for its
approval plans, drawings, specifications, and itemized estimates of
Development Cogt for each Project, in such form, at such stages, and
at such times as the Govermment may require.

(c) Plans, drawings, and specifications for materials, products,
or equipment to be supplied shall permit and encourage full and free
competition, .

(D) The Local Authority shall furnish the Government, at such
time or times as the Government may require, and in any event prior to
the release of any document for the taking of bids, evidence satisfactory
to the Governmemt, showing that the plans, drawings, specifications,
and related documents are in accordance with the provisions of this
Contract and with all applicable laws, ordinances, and regulations,
except to the extent that valid waivers have been obtained from the
sppropriate anthorities., The Local Authority shall obtain all
necessary permits or approvals of State and local housing, planning,
zoning, building, and other boards, bodies, or officers having
Jjurisdiction, and shall furnish to the Government a certificate
%:ting such approvals before any Main Construction Contraci is

a L]
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_ Sec. 107. Main Construction Contract and Other Contracts

(A) ‘'Main Construction Work" for any Project shall mean all
physical construction work, materials, and equipment in connection
with such Project except demolition, lesms and planting, and the
furmishing of movable equipment. "Main Comnstruction Contract®™ shall
mean any contract covering all or any part of the Main Consiruction
Work. "Consirnctlon or Equipment Contract" shall mean any contract
covering all or sny part of the Main Construction Work, or covering
demolition, lawns and planting, or ths fumishing of movable equipment,

(B) Unless otherwise required by applicable State laws, the Main
Construction Work for each Project shall be psrformed under one cemtract,
excopt that the Qovernment upon submission of evidence satisfactory to
it that such action is in the best interest of the development of the
Project, may approve (1) separate contracts for foundatioms or for any .
or all elements of site improvements, to be entersd into prior to the
execution of contracts for the remainder of the Main Construction Workj
(2) eeparate contracts for any or all of the machanical trades, to be
entersd into at the same time as ths contracts for the remainder of
. the Main Construction Work; or (3) separate contracts for specific
buildings or groups of buildings to be developed concurrently or
consecutively,

(C) Demolition, lawns and planting, and the furnishing of mov-
able equipment may be performed under separate contracts or may:-be
included in the zame contract or contracts as the Main Copstruction
Work.

(D) A1l Main Construction Work and demolition, lawms and planting,
and the furnishing of moveble squipment shall be performed under lump-
sum contracts, and no part of such work shall, unless approved in advance
by the Government, be performed by force account: Provided, That the
furnishing of any type of moveble equipment, ‘the aggregate cost of which
for a Project will amount to less than $2,500 may be made by purchase
orders, and such purchase orders shall not be considsred as being Can-
struction or FEquipment Contracts.

Sec. 108. Contract Documernts

(A) For sach Canstructiom or Equipment Contract, the Local
Authority shall submit to the Qovernment for its approval complete
plans, drawings, specifications, and related documents, including
invitaticns for bids, bid forms, forms for bonds, contract forms,
general conditions, apecial cenditions, and schedules of prevailing
galary and wage rates, all as required under this Contract. Each
guch Censtruction or Equipment Contract entered into by the Local
Aothority shall be in the form so approved.

(B)* The Local Authority shall file with the Goverrment, promptly
after their execution, such coples of such contracts entered into in

connection with the development of any Project as may be required by
the Government.
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Sec. 109. Taking of Bids

(A) The Local Authority shall not release sny docuaments for the
taking of bida for any Comstruction or Equipment Comtract, except
addends merely clarifying documents previously approved by the Govern~
ment, unless (1) the Government has approved ths plans, drawings,
specifications, and related documents therefor, and (2) the Local
Authority bas acquired title to and possession of the site of the
Project, or has shown to the sstisfaction of the Government that it
can and will acquire title, possession, or right of entry in sufficiemt
time so as not to interfere unduly with the progress of the work re-
quired by such Construction or Equipment Contract. All clarifyling
addenda shzll be submitted to the Goverrment for approval simultanecusly -
N with their releass.

(B) In connection with each Constructlon or Equipment Contract,
the Local Authority shall give full opportunity for opemn and competitive
bidding. The Local Authority shall give such publicity to advertisements
for bids as will assure adequate competition. The bids shall be opemed
publicly at the time and place stated in the advertisement for bids, or
at such other time or place as may be publicly announced by the Local
Authority. The Local Authority shall not be required to comply with
the provieions of this subsection (B} with respect to (1) cemtracts
between it and other public bodies, or (2) contracts between it and
public utility companies for the installation, relccation, replacement,
or removal of their facilitles.

{(C} No alternate bids of any kind shell be taken in connection
with any Construction or Equipment Contract, except es approved by
the Govermment.

(D} Each bidder for any of the Construction eor Equipment Contracts
(except demolition contracts) shall, unless the Government otherwise
approves, be required to furnish a bid bond or equivalent guarantee in
an amount not less than five percent of his bid. Bidders for demolition
contracts shall, unless the Government otherwise approves, be required
to furnish a bid bond or equivalent guarantee in an amount not less
than ten percent of the cost of labor, materials, hamling, and all
other incidental expenses, as estimated by the Local Authority,
necessary to perform the work under the demolition contract, without
rogard to the value of salvage.

" Sec. 110. Award of Contracts

(A) The Local Authority shall not sward any Construction or
Equipment Contract to other than the loweast responsible bidder.

(B) The Local Authority ehall not award any Main Constructicm
Contract unless (1) the Development Cost Budget referred to in sub-
section (B) of Sec. LOL has been submitted to the Government, (2)

“« 6w
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the Government, taldng into account the level of construction costs
prevailing in the locality where the Project is to be located, shall
have specifically approved the amount of such Main Conastruction
Contract, and (3) the Government, taking into account all applicable
provisions of the Act, and of this Contract, shall have authorized
the award of such Main Construction Contract.

(GC) The Local Authority shall nct award any Gonstruction or
Equipment Contract other than the Main Conatruction Contract without
approval by the Government, if the amount of such Construction or
Equipment Contract exceeds $5,000 or exceeds the amount therefor
included in the latest Development Cost Budget approved by the
Government.

Sec. 111. Bxecutlion of Contracts and Notices to Proceed

After the award of each Construction or Equipment Contract and
after the contractor has furmished to the Local Authority any required
performance and payment bond or bonds, the Local Authority shall
axecuto such Construction or Equipment Contract. Promptly after the

Authority shall issue a notice to proceed with the performance thereof.

Sec. 112. Performance and Payment Bonds

(A) Each Construction or Equipment Contract for $2,000 or morse
(except contracts for the furnishing of material or equipment which
do not involve work normally done &t the site of any Project other
than in the delivery of such material or equipment) shall require
the contractor to furnish either a combined performance and payment
bond in an amount not less than the comtract price or separate
performance and payment bonds each in an amount not less than one~
half of the contract price: Provided, That for demclition contracts
a performance and payment bond or bonds shall be required regardless
of the amount of the contract and tha amount of such bond or bonds
shall be in a stated amount to be set forth in the demolition
specifications which amount, in the case of a combined bond, shall
be not less than the total cost of labor, materials, hauling and
all other incidental expenses, as estimated by the Local Authority,
necessary to perform the work under the demolition comtract, without
regard to the value of salvage, or, in the case of separate bonds,
the amount of each shall be not lesz than one-half of such cost.
Bach such bond shall be required to be furnished by a financially
responsible bonding or surety company or companies, licensed to do
business in the State.

- B -
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(B) The doouments in connestion with sach Ccastruction or
Equipment Contract shall provide that failure by the contractor to
furnish such bond or bonds within a presoribed pericd shall comnstitute
a defanlt by the contractor and leawye the Local Authority free to make
the award to the next loweat responsible bidder or to readvertise for
new bids and to collect fhom the contractor any damages thereby sustained
by the Local Authority.

113. Iiquidated Damages

Each Construotion or Equipment Comtrszot shall include provisionms,
in form and substance satiafaotory to the Qovernment, for liguidated
damages in the event of delay in the performance of such Constructiom
or Baquipment Contract, unless the Governmant approves the omission of
guch provislons.

Sac. 114. Suboontracts and Assignments

(A) Bach Comstruction or Equipment Contract shall provide that
no part of the work shall be subcontracted, nor shall any subcontracted
work be assigned to another subcontractor, umless the Local Authority
shall hava first spproved the subecontractor.

(B) Bach Conptruction or Bguipment Contract shall provide (1)
that the contractor ghall mske nc assignment thereof (other than an
assignment of the monles due or to become dus thersunder to a bank
or financial institution) without the prior approval of the Looal
Authority, which approval may be given only with respect to a
regponsible aseignes who shall furnish performance and payment
bonds in accordance with Seoc. 112 hereof, and (2) that sach Con~
struction or Equipment Contract may be assigned by the Local
Authority to sny corporation, agency, or instrumentality author~
isad to acoept suoh assigmaent.

Seo. 115. Prevailing Salaries or Wages During Development

(A) Each contract entered into by the Looal Authority im
oomnecticn with tha development of any Project under which any
architects, technical engineers, draftsmen, or technioclans are
ezployed in such development shall require that thare shall be
paid, and the Local Authority shall itself pay, to all such
employess not less than ths salaries or wages prevailing in the

-7 -
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locality of such Project, as determined or adopted (subsequent to a
determination under spplicable State or local law) by the Government.

(B) Rach contract entered into by thes Local Authority in
connection with the development of any Project under whioh any
laborers or mechanics are employed in such development (other than
contracts for less than $2,000 or for the furnishing of material
or equipmsnt and not involving work normally done at the site of
any Project other than the delivery of such material or equipment)
shall require that there shall be paid, and the Local Anthority
shall itself pay, to all such laborers and wechanice not Tess than
the wages prevailing in the locality of such Project, as predeter-
mined by the Secretary of Labor pursuant to the Davis-Bacon Act
(Title LO, U.S5.C., Secs. 276a to 276a-5).

(C) Each contract identified in subsection (B) of this Sec.
115 shall contain ths following provision:

"All laborers and mechanics employed in the develop-
ment of the Project will be pald unconditionally and
not less often than once a.week, and without subsequent
dedoction or rebate on any acconnt (except such payroll
deductions as are permitted by the Copeland Act (29 CFR
Part 3)}, the full amounts due at time of payment
computed at wage rates not less than those contained in
the wage determination decision. of the Secretary of
Labor which is attached hereto and made a part hereof,
regardless of any contractual relationship which may
be alleged to exist between the comntractor or sub«
contractor and such laborers and mechanics; and the
wage determination decision shall be posted by ths
contractor at the site of the work in a prominent .
place where it can be easily seen by thes workers.

For the purpose of this clanse, contributions made

or costs reasonably anticipated under section 1(b)(2)
of the Davis-Bacon Act on bahalf of laborers or
mechanics are considersd wages paid te such laborers

or mechanicg, subject to the provisions of 29 CFR

5 .S(a)(l)(ivs. Also for the purpose of this clause,
regular contributions made or costs incurred for

more than a weekly period under plans, funds, or
programs, but covering the particular weekly period,
are deemed to be constructively made or imcurred
during such weekly period."

Such contracts shall also includs such additional provisions as may
be, at the time of the making of the contract., required by regulations
of the Secretary of Labor.
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(D) Rach contract identified in subsections (A) and (B) of this
Sec. 115 shall provide that the Local Authority will not make any
payment under such contract unless &nd until the Local Authority has
received a signed statemant from the contractor that such contractor
and each of his suboontractors has made payment to each class of

loyees in compliance with.-the- applicable provisions of subsections

?ﬁ, (B), and (C) of this Sec. 115. The Local Authority shall not
meke any such payment unless and until it has received such signed
statement. s .

(E) Bach contraot identified in subsections (A) and (B) of
this Sec. 115 shall require that if the contractor or. any of his
subcontractors finds it necessary or desirable to exceed the prevail-
ing salary or wage rates specified in his contraot, any expense
incurred by the contractor or subcontractors because of the payment
of salaries or wages in excess of such amounts shall not be cause
for any increase in the amount paysble under his comtract. The Local
Authority shall not congider or allow any claim for additional
compensation made by the contractor or subcontractors becaunse of
such payments. . o

Sec. 116. Copeland Act; Contract Work Hours Standards Act

‘ (A) A1l work in connection with the comstruction, prosecution,

completion, or repair of the Projects is subject to the Copeland Act
(Title 40, U,S.C., Sec. 276¢), and to all regulations, rulings, and
interpretations (including sny amendments or modifications thereof)
imsued pursuant thereto by the Secretary of Labor, and the Local
Authority shall observe and abide by said statute, and said regula-
tions, rulings, and interpretations. The Local Authority shall
incorporate in each contract entered into by it in connection with
such construction, prosecution, completion or repair of the Projects
the following:

"Compliance with Copeland Regulations (29 CFR
F-%ar V. The contractor 8 comply with the
Gopeland Regulations (29 CFR Part 3) of the
Secretary of Labor which are herein incorporated
by referemce."

(B} To the extent that work in connection with this Contract
which may require or involve the employsent of laborers or mechanics
is sobject to the Contract Work Hours Standards Act (Title kO U.5.C.,
Secs. 327-332) the Looal Authority shall comply with said Act and
all regulations, rulings, and interpretations (including any amendments
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or modifications thereof) issued pursuant thereto by the Secretary of
Labor. The Local Authority shall incorporate in each contract entered
into by it which may require the employment of such laborers or mechanics,

the following:
GONTEACT WORK HOURS STANDARDS ACT - OVERTIME COMPENSATION

As used in these paragraphs, the terms "laborers®
and "mechanics" include watchmen and guards.

(a) Overtime Requirements. No contractor or subcontracter
contracting for any part of the contract work which
may require or involve the employment of laborers or
mechanics shall require or permit any laborer or
mechanic in any workweek in which he is employed on
such work to work in excess of eight hours in any
calendar day or in excess of forty hours in such
workweek unless such laborer or mechanic receives
compensation at a rate not less than one and one-
half times his basic rate of pay for all hours
worked in excess of eight hours in any calendar
day or in excess of forty hours in such workweek,
as the case may be.

(b) Violations; liability for unpald wages; liquidated
damages. In the event of any violation of the clause
set forth in subparagraph {a), the contractor and any
subcontractor responsible therefor shall be liable to
any affected employse for his unpaid wages. In
addition, such contractor and subcontractor shall be
liable to the United States for liquidated damages.
Such liquidated damages shell be computed with
respect to each individual laborer or mechanic em-
ployed in violation of the clause set forth in sub-
paragraph {a), in the sum of $10 for each calendar
day on which such employee was required or permitted
to work in excess of eight hours or in excess of tha
standard workweek of forty hours without payment. of
the overtime wages required by the clause set forth
in subparagraph (a).

(c) Withholding for liquidated damages. The Local
Authority may withhold or cause to be withheld,
from any moneys payable on account of work performed
by the contractor or subcontractor, such sums as may
administratively be determined to be necessary to
satisfy any liabilities of such contractor or sube-
contractor for liquidated damages as provided in
the clause set forth in subparagraph (b).

- 10 -
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(d) Subcontracts. The contractor shall insert in any
subcontracts the clauses set forth in subparagraphs
(a), (b), and (c) of this paragraph and alsoc a
clause requiring the subcontractors to include these
clauses in any lower tier subcontracts which they
may enter into, together with a clause requiring
this insertion in any further subcontracts that may
in tum be mads,

Sec. 117. Wage Claims and Adjustments

Each contract identified in subsections (A) and (B) of Sec. 115
shall provide that in cases of underpayment of salaries or wages to
any architects, technical engineers, draftsmen, tecmnicians, laborers,
or mechanics by the contractor or any of his subcontractors, the Local
Authority may withhold from such contractor out of payments due, an
amount sufficient to pay persons employed on the work covered by the
contract the difference between the salaries or wages required to be
paid under the contract and the salaries or wages actually pald such
employees for the total number of hours worked, and shall further
provide that the amounts withheld may be disbursed by the Local
Authority for and on account of the contractor or the subcontractor
to the respective employees to whom they are due. The Local Authority
shall in cases of such underpayment withhold such monies and any amounts
of liquidated damages due the United States in connection with viola-
tions of overtime compensation requirements of Section 116(B): Provided
.That the Local Authority shall not be considered 1n default under this
sentence if it has in good faith made payments to the contractor in
reliance upon a signed statement of the contractor that the salaries
and wages required under his contract have actually been paid.

|

Sec. 118. Payrolls and Related Reports

(A} Each contract identified in subsection (B) of Sec. 115 shall
also require that payrolls and basic records relating thereteo will be
maintained during the course of the work and preserved by the contractor
and his subcontractors for a period of three years thereafter for all
lahorers and mechanics employed in the development of the Project. Such
records shall contain the name and address of each such employee, his
correct clasgification, rates of pay (including rates of contributions
or costs anticipated of the types described in section 1(b)(2) of the
Davis~Bacon Act), daily and weekly number of hours worked, deductions
made, and actual wages paid. Whenever the Secretary of Labor has found
under 29 CFR 5.5(a)(1)(iv) that the wages of any laborer or mechanic
include the amount of any costs reasonably anticipated in providing

w1l -
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benefits under a plan or program described in section 1(b)(2)(B) of
the Davis-Bacon Act, the contractor shall maintain records which show
that the commitment to provide such benefits is enforceable, that the
plan or program 1s financially responsible, and that the plan or
program has been communicated in writing to the laborers or mechanics
affected, snd records which show the costs anticipated or the actual
cost incurred in providing such benefits.

(B) The contractor shall be required to submit weekly to the
Local Authority such copies and summaries (on forms prescribed by the
Government and furnished by the Local Authority) of all his payrolls
and those of each of his subcontractors, as the Local Authority or the
Covernment may require. Each such payroll and summary shall be accom-
panied by a statement signed by the employer or his agent indicating
that (1) such payroll is correct and complete, (2) the wage rates
contained therein are not less than those determined by the Sacretary
of Labor, and (3) the clasmifications set forth for each lshorer or
mechanic conform with the work performed. The contractor shall be
required to make his employment records available for inspection by
anthorized representatives of the Local Authority, the Government,
and the Department of Labor, and to permit. such representatives to
interview employees during working hours on the job.

Sec. 119. Other Labor Provisiona

(A) Bach contract identified in subsection {B) of Sec. 115
shall provide thats

(1) Apprentices will be permitted to work as such only
when they are registered individually under a bona fide
apprenticeship program registered with a State Apprenticeship
Agency which 1s recognized by the Bureau of Apprenticeship
and Training, United States Department of Labor, or if no such
recognized agency exists in a State, under a program registered
with the Bureau of Apprenticeship and Tralning, United States
Department of Lgbor. The allowsble ratio of apprentices to
journeymen in any craft classification shall not be greater
than the ratio permitted to the contractor as to his entire
work force under the registered program. Any employee listed
on a payroll at an apprentice wage rate, who is not registered
as gbove, shall be pald the wage rate determined by the
Secretary of Labor for the classification of work ke actually
performed. The contractor or subcontractor will be required
to furnish to the contracting officer writtem evidence of the
registration of his program and apprentices as well as of the
appropriate ratios and weage rates for the area of construc-
tion prior to using any apprentices on the contract work;

- 12 -
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(2) It may be terminated by the Local Authority upon
default by the contractor of any of the provisions of Secs.
15, 116, 117, or 118, or of subsections (A), (B}, or (C)
of this Sec. 11%; and

(3) The contractor shall insert in each of his sub-
contracts the provisions (appropriately modified) of Secs.
115, 116, 117, and 118, and subsections (A), (B}, and (C)
of this Sec. 119, and also a clause requiring the subcon-
tractors to include these clauses in any lower tier sub-
contracts which they may enter into, together with a clause
requiring this insertion in any further subcontracts that
may in turm be mads.

(B} All disputes concerning the payment of prevailing wage rates
or olassifications arising under this Contract or under any contract
identified in subsection (B) of Sec. 115 involving (1) significant sums
of money, (2) large groups of employees, or (3) novel or.unusual situ-
ations shall be promptly reported to the Govermment for decision or,
at the option of the Government, referral to the Secretary of Labor.
The declsion of the Government or the Secretary of Labor, as the case
nay be, shall be final. Each contract identified in subsection (B)
of Sec, 115 shall enbody the provisions of this subsection.

"(C) 411 questions arising under this Contract or under any contract
identified in subsections (A) and (B) of Sec. 115 relating to the applica-
tion or interpretation of the Copeland Act, the Contract Work Hours
Standards Act, or Sec. 16(2) of the Act shall be referred to the Secretary
of Labor for ruling or interpretation, and such ruling or interpretation
shall be final. Each contract identified in subsections (A) and (B) of
Sec. 115 shall embody the provisions of this subsection (C).

Sec. 120. Retention of Contract Rights -and Change Orders

(A) With respect to all contracts entered into by the Local
Authority in connection with the development of any Project, the Local
Authority (1) except in an emergency endangering life or property,
shall not, without Govermment approval, amend, modify, or consent to
any change in any such contract or contractual provision which is
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required by this Contract to be approved by the Goverrment; (2) shall
at all .times retain, preserve, and enforce all its rights under all
such contracts; and (3) shall not, without the prior approval of the
Government, wWaive, release, or compromise any right or claim which
it may have under sny such contract.

(B) FRach Construction or Equipment Contract shall contain the
following provision:

"Except in any emergency endangering life or property,
no change shall be made by the contractor unless he has
received a prior written order from the Locel Authority
approved on its face by the Government authorizing the
change, and no claim for sn adjustment of the contract
price or time shall be valid unless so ordered.m

Sec. 121. Comstruction Inspection and Review

(A) The Local Authority shall provide competent and adequats
architectural and engineering inspection of each Project at gll times
during the construction thereof. Unless otherwise approved by the
Government, the Local Authority shall provide such inspection through
contract with its architects and engineers.

(B) The Government reserves the right to review the adequacy of
the inspection provided by the Local Authority, and the Local Authority
shall promptly correct any inadequacy disclosed by such review. The
Government also reserves the right to inspect any construction work,
materials, and equipment, and the Local Authority shall promptly require
the contractor to correct any noncempliaence upon demand by the Govern-
rment.

(C) Each Construction or Equipment Contract shall require the
contractor and his subcontractors to permit, and the Local Anthority
shal) itself permit, the Government to review all conetruction work,
materisle and equipment, payrolls, and eaployment conditions, includw
ing data and records relevant thereto. The Local Authorlity shall
provide and malntain, or require that there shall be provided and
majntained, during the construction of each Project, adequate
facilities at the site for the use of the Government's representatives
who may be assigned to the review of such Project.

Sec. 122. Fees for GQovernment Representatives at Project Sites

The Local Authority shall pay to the Government a reasonable
fixed fee for providing representatives of the Government at the slte
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of each Project in comnection with the construction thereof. Such
fixed fee shall be in accordance with a schedule prescribed by the
Government so that such fixed fees in comnection with all low~rent
housing projects assisted by the Government shall in the aggregate
in relation to the development copt of all such projects suffice to
cover the costs of rendering such services.

Sec. 123. Payment to Contractors

(A) Bach Construction or Equipment Contract may provide for
partial payments by the Local Authority to the caontracter. In such
event, the Construction or Equipment Contract shall provide that the
contractor shall supply to the Local Authority, in a form satisfactory
to the Government, a detalled estimate showing a complete breakdown of
the comtract price. Partial payment shall be made in accordance with
periodic estimates based upon said detailed breakdown and with appro-
priate supporiing data. The periodic estimates shall cover work
performed (including materials-delivered to and properly stored on the
site with the approval of the Local Authority) during the preceding
period, and shall be duly certified and approved by persons designated
by the Local Authority. In making periodic partial payments, the
Local Authority shall retain at least 10 percent of the amount of each
periodic estimate until final completion and acceptance of all work
covered by the particular contract: Provided, That after one-balfl of
the work has been completed, and if the work is progressing satis-
factorily and continues to so progress, the Local Authority may make
the remaining partial paymemts in full for the work subaaquently
campleted.

(B) Each Construction or Equipment Contract shall provide that
final payment to the contractor by the Local Authority of amounts
retained under subsection (A) of this Sec. 123 shall not be made until
(1) the contractor has furnished a release, in a form approved by the
Government, of all claims against the Local Anthority arising under
and by virtue of such Construction or Equipment Contrasect, other than
such claims, if any, (the basis, scope, and amount of each of which
are clearly defined and stated) as wmay be specifically excepted by
the contractor from the operation of such release, and (2) the con-
tractor has furnished evidence satisfactory to the Local Authority
that the contractor has paid, and that his subcontractors have paid,
all sums due to laborers, mechanics, and materialmen.

(C) With the prior spproval of the Govermment the Local
Authority may release to the cantractor a portion of the amounts
retained under subsection (A} of this Sec. 123 in advance of making
fina}l payment, but shall not make final payment to any contractor
until the Government has roved the certificate of completion
described in subsection ((ESPOI' Sec. 12h.
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Sec, 12L. Accepfance of Contract Work and Complefion of Contracts

{(A) Each Construction or Equipment Contract .shall require that
the work covered thereby shall be completed within the time specified
therein and such extensions as may be granted by the Local Authority.

The Local Authorlty shall grant nc such extension without approval
thereof by the Government.

(B) With respect to each Construction or Equipment Contract,
the Local Authority may accept the work thereunder in parts or in its
entirety. Such acceptance may be acceptance of the work involved either
as (1) fully completed and satisfactory, or (2) completed but with an
adjustment in price for noncompliances, or (3) completed subject to the
correction of specific minor items. No work shall be so accepted by the
Local Authority unless such acceptance is approved by the Government or
the Government has walved such approval: Provided, That the Local Authority
may accept work required in the correction of specific minor items without
the approval of the Government.

(C) After acceptance of all work (including the correction of any
specific minor items) under each Construction or Equipment Contract, the
Local Authority shall submit for approval by the Government a certificate
of (1) full completion, or (2) full completion but with an adjustment in
price for noncompliances, and shall include in such certificate a state-
ment of the final amount due and payable to the contractor.

Sec. 125. Completion of Development Work and Payment Therefor

The Local Authority shall complete all development work in respect
to each Project and shall make full payment for the Development Cost of
such Project {except for the payment of items of development work which
may be disputed, contingent, or unliguidated, and for legal and other
costs and expenses in connection with the settlement of such items)
within twelve months after the approval of the final Development GCost
Budget submitted pursuant to subsection (D) of Sec. 4Ok,

Sec., 126, Modular Design

The plans, drawings, and specifications for each Project shall follow
the principle of modular measure in every case deemed feasible by the
Local Authority in order that such Project may be built by conventional
construction, on-site fabrication, factory pre~cutting, factory fabrica-
tion, or any combination of such construction methods.

- 16 =




Article II

OPERATION

Sec. 201, Use of Projects

The Local Authority shall at all times operate each Project (1)
golely for the purpose of providing decent, safe, and sanitary dwell-
ings (including necessary appurtenances thereto) within the financial
reach of Families of Low Income, (2) in such manner as to promote service~
ability, efficiency, economy, and stability, and (3) in such manner as to
achieve the economlc and social well-being of ths tenants thereof.

Sec, 202. Low-Rent Character of Projects

The Local Authority shall at all times maintain the low-rent
character of each of the Projects. The low-rent character of each
Project shall be deemed to be maintained so long as (1) such Project
is used as provided in Sec. 201, and (2) to the kmowledge or information
of the Local Authority, no persons have been admitted to occupancy in

such Project or allowed to continue occupancy therein except as providsd
in this Gontract.

Sec, 203. Leases

(A) The Local Authority shall, unless otherwise approved by the
Government, use the dwellings in the Projects solely for the purpose of
housing Families of Iow Income as provided in this Contract. It shall
not, without the approval of the Govermment, grant any concessions,
licenses, or permits to use any mondwelling space or facility in any
Project at less than fair rental value, except for programs conducted
by or primarily for the occupants of the Project or for temporary
public, charitable, or similar use.

(B) The Local Authority shall not perwmit any family to occupy a
dwelling in any Project except pursuant to a written lease for such
dwelling executed by a responsible member of such family, which lease
shall contain all relevant provisions necessary to meet the requirements
of the Act and of this Contract, and which lease shall provide that the
Local Authority shall not terminate the tenancy other than for vieclation
of the terms of the lease. or other good cause. In terminating a tenancy,
the Local Authority shall inform the tenant in a private conference or
other appropriate manner the reasons for the eviction and give the tenant
an opportunity to make such reply or explanation as he may wish,
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Sec. 204. Maximum Income Limits and Rents

(A) Subject to the approval of the Government, the Local Authority
shall fix for the Projects inceme 1limits for occupancy and rents after
taking into consideration:

(1) The family size, composition, age, physical handicaps,
and other factors which might affect the rent-paying ability of
the family, and

(2) The economic factors which affect the financial
stability and solvency of the Projects.

(B) Income limits for Projects shall restrict occupancy therein
to Families of Low Income., Rents for the Projects shall meet the gap
requirements of Sec. 15(7)(b)(ii) of the Act and shall assure the
finencigl solvency of the Projects., Income limits and rents as fixed
by the Local Authority shall meet the requirements of local applicable
law.

(C) The Local Authority shall submit to the Government for its
approval a schedule or schedules of income limits and rents for the
Projects, together with such supporting data and documents as the
Government ‘may require.

(D) The Local Authority may at any t.:.me review and revise such
schedules, and shall review and revise such schedules if the. Government
determines that changed conditions in the locality make such revisions
necessary in achieving the purposes of the Act.

(E) The income limits and rents as fixed or revised by the Local
Authority and approved by the Government shall govern the operation of
the Projects.

Sec., 205. Definitions of Families; Elderly Famjlies; and Displaced
Families

(A) The term "families" means families consisting of a single
person in the case of elderly families and displaced families, and
includes the remalning member of a tepant family.

{(B) The term "elderly families” means families whose heads
(or their spouses), or whose sole members, have attained the age
at which an individual may elect to receive an old-age benefit
under Title II of the Social Security Act (42 U.S.C. 301, et seq.);
or are under a disabllity as defined in section 223 of that Act, or
are handicapped within the meaning of section 202 (12 U.S.C. 1701q)
of the Housing Act of 1959, as amended.

(C) The term "displaced families" means families displaced by
urban renewal or other governmemtal action, or families whose present
or former dwellings are situated in areas determined by the Small
Business Administration, subsequent to April 1, 1965, to have been
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affected by a natural disaster, and which have been extensively damaged
or destroyed as the result of such disaster.

Sec, 206. Admission Policies

The Local Authority shall duly adopt and promulgate, by publication
or posting in a conspicuous place for examination by prospective tenants
regulations establishing its admission policies. Such regulations must
be reasonable and give full consideration to its public responsibility
for rehousing displaced famllies, to the applicant!s status as a service-
man or veteran or relationship to a serviceman or veteran or to a disabled
serviceman or veteran and to the applicant's age or disability, housing
conditions, urgency of housing need, and source of income, and shall accord
to families consisting of two or more perscns such priorlity over families
consisting of single persons as the Local Authority determines to be
necessary to avoid undue hardship.

Sec. 207. Continued Occupancy

(A) The Local Authority shall at least once a year reexamine the
incomes of families living in the Projects except that families whose
heads (or their spouses) or whose sole members are 62 years of age or
over may be reexamined only once every two years: Provided, That the
length of time between the admission of a family subject to yearly re-
examination and the first reexamination of such family may be extended
to not more than 18 months if necessary to fit a reexamination schedule
established by the Local Authority.

{(B) If, upon such reexamination, it is found that the income of
the family increased beyond the approved income limits for continued
occupancy, the Local Authority shall require such family to move from
the Project, unless the Local Authority determines that, due to special
circumstances, the family is unable to find decent, safe, and sanitary
housing within its financial reach although making every reasonable
effort to do so, in which event such family may be permitted to remain
for the duration of such a situation if it pays an incressed rent con-
sistent with such family's increased income.

(C) If, upon such reexamination, it is found that the rent being
charged the family no longer conforms to the approved rent schedule,
the rent shall be adjusted in accordance with the approved rent schedule.

Sec. 208. sapplications and Certifications

(A) Prior to the admission of each famlily as a tenant and in
each year thereafter on the date established by the Local Authority
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for the reexamination of the status of such family, the Local Authority
shall obtain a written application, signed by a responsible member of
such family, for admission or continued occupancy, as the case may be,
which application shall set forth all data and information necessary

to emnable the Local Authority to determine whether ths family meets

the conditions for admission or continued occupancy, as the case may
be. .

(B) The Local Authority shall establish policies governing the
nature and extent of investigations to be made of applioants‘ and
tenants! statements relating to their eligibility.

(C) A duly anthorized official of the lLocal Authority shall, at
times prescribed by the Government, make written certifications to
the Government that each family admitted to the Project during ths
period covered by the certification was admitted in accordance with
its duly adopted regulatlons and approved income limits.

Sec, 209. Repair, Maintenance, and Replacemsnt

The Local Authority shall at all times maintain each Project in
good repair, order, and condition.,

Sec. 210, Reconstruction and Restoration

(A) VWhenever in any manner whatsoever a Project, or any part
thereof, shall have been damaged or destroyed, the Local Authority
shall proceed promptly (1) to establish (ei'bhbr by settlemsnt approved
by the Local Authority and the Government, or by litigation) and
collect all valid claims which may have arisen against insurers or
others based upon any such damage or destruction; and (2) except as
hereinafter in this Sec. 210 provided, to reconstruct, restore, or
repair such Project.

(B) A1l proceeds of any such claims and any othsr monies
provided for the reconstruction, restoration, or repair of any such
Project, shall be deposited in the General Fund, and be reserved for
such purpose. The Local Authority shall not, unless the Government
otherwise approves, use the monies so reserved except (1) to pay the
cost of such reconstruction, restoration, or repair or (2) for
application as provided in subsection (DS of this Sec. 210.

(C) Whenever any such reconstruction, restoration, or repair
can be accomplished substartially as one operation, and is not to
be performed by the normal staff of the Local Authority, and the
estimated cost thereof is in excess of $10,000, the Local Anthearity
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shall accomplish such reconstruction, restoration, or Tepair in com-
pliance with the provisions (appropriately modified) of the following
sections and subsections: 106 (B) (¢) (D), 107 (D), 108, 109, 110 (A)
(), 111, 112, 113, 11k, 115 (D) (E), 116, 117, 118, 119, 120, 121,
123, 12k, 211 (4), 303, and 30L (B).

(D) Any balance of the monies so reserved which remains upon
the completion of such work and paymemt of all costs incurred .therefor
ghall be applied: First, to the payment of indebtedness, if any, which
the Local Autbority may have incurred to provide such monies; Second,
to the reimbursemsnt of any other regerve or other account, to -the
extent that such monies were provided from such reserve or account;
and Third, as unreserved Operating Receipts.-

(E) The Local Authority, with the approval of the Government,
may determine that all or any part of any such damage to or destruc-
tion of a Project shall not be reconstructed, restored, or repaired,
and in such event, the proceeds of any claims against insurers or
others ariging out of such damage or destructiom, to the extent not
used for such reconstruction, restoration, or repair shall be deposited
in the Advance Amortization Fund.

Sec. 211. Labor Provisions Applicable to Operation

(A) Each contract entered into by the Local Authority in
connection with any Project under which any lsaborers or mechanics
are employed in such operation (other thsn contracts for the furmish~
ing of materials or equipment and not involving work normally done
at the site of any Project other than the delivery of any such material
or equipment) shall require that there shall be pald, and the Local
Authority shall itself pay, to all such maintenance laborers and’
mechanics, not less than the salaries or wages prevailing in tha
locality of such Project, as determined or adopted (subsequent to a
determination under applicable State or local law) by the Government.

(B) The provisions of Sec. 116 (A) and of subsections (B) and
(C) of Sec. 119 (appropriately modified) shall apply to the Local
Authority in connection with the repair of the Projects and to all
contracts in cannection with the repair of the Projects.

(¢) Bach contract entered into by the Local Authority for any
repair, alteration, remodeling, painting or decorating of any Project
under which any laborers or mechanics are employed in such operation )
(other than contracts for the furnishing of materials or equipment
and not involving work normally done at the site of any Project other
than the delivery of such material or equipment), the amount of which
contraot is in excess of $10,000, shgll be subject to the provigions
](JaEpr riately modified) of the following sections and subsectionss

(a), 115 (D) (B), 116, 117, 118, 119, 211 (A), and 30L (B).

Sec. 212. Retention of Contract Rights _
The Local Authority shsll at all times retain, preserve, and

enforce all its rights under all contracts emtered into in connection
with the operation of any Project.
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Article IIX

PROVISIONS COMMON TO DEVELOFMENT AND OPERATION

Sec, 301. Compliance with Cooperation Agreement and Payments in
Lieu of Taxes

(A) During the development and operation of the Projects the
Local Authority shall perform and comply with all applicable provi-
sions of the Cooperation Agreement, lincluding the making of payments
in lieu of taxes as provided thprein, shall at all times retain,
preserve, and enforce its rights thereunder, and shall not terminate,
amend, or modify the same in any manner, except with the approval of
the Govermment.

(B) The Local Authority shall not, without the approval of the
Government, make or agree to make any payments in lieu of taxes in
excess of those provided in the Cooperation Agreement.

{C) The Local Authority shall include in its annual reports a
statement of the amounts of payments 1n lieu of taxes made with

. respect to each Project for the Fiscal Year or other twelve-month
period for which such payments were made next preceding the date of
each such annual report, together with a statement of the amount of
taxes which would have been levied against such Project for such
period if it were privately owned.

Sec, 302. Equivalent Elimination Requirement

If, under the provisions of the Cooperation Agreement, elimination
of unsafe or insanitary dwellings 1s required with respect to any Project,
the Local Authority shall obtain from the local governing body of the
locality in which the Project is situated a certificate, in a form as
prescribed by the Goverrment, as to compliance with such requirement.

Sec. 303. Domestic and Foreign Materials and Ineligible Contractors

' (A) Each contract entered into by the Local Authority in connec-
tion with the construction, alteration, or repalr of any Project shall
require that there shall be used, and the Local Authority shall itself
use, in the construction, alteration, and repair of any Project only
such urmanufactured articles, materials, and supplies as have been
mined or produced in the United States, and only such manufactured
articles, materials, and supplies as have been manufactured in the
United States substantially all from articles, materials, or supplies
mined, produced, or manufactured, as the case may be, in the United
States. The Government reserves the right, upon request of the Local
Authority, to waive the foregoing restrictions if the Govermment
determines that the use of domestic articles, materials, or supplies

is impracticable, or that the cost thereof as determined by the Govern-
ment 1s unressonsgble.
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(B) In connection with the development or operation of any
Project, the Local Authority shall not award any contract to any
contractor, or approve or permit the assigmment of any such contract
to any contractor, or approve any subcontractor or assignee of any
subcontractor, who is ineligible to receive awards of contracts from
the United States as evidenced by the list or lists of such contrac-
tors furnished by the Governmment.

Sec. 304. Equal Employment Opportunity

(A) In connection with the development or operation of any

- Project, the Local Authority shall not discriminate against any
employee or applicant for employment because of race, color, religion,
sex, or national origin. The Local Authority shall take affirmative
action to ensure that applicants are employed, and that employees are
treated during employment, without regard to race, color, religionm,
sex, or national origin. Such action shall include, but not be
limited to, the following: employment, upgrading, demotion, or
transfer; recruitment or recruitment advertising; layoff or termina-
tion; rates of pay or other forms of compensation; and selection
for training, including apprenticeship. The Local Authority shall
insert the foregoing provision (modified only to show the particular
contractual relationship) in a1l its contracts in connection with
the development or operation of any Project, except contracts for
standard comuercial supplies or raw materials and contracts referred
to in subsection (B) of this Sec. 30, and shell require all such
contractors to insert a simllar provision in all subcontracts, except
subcontracts for standard commercial supplies or raw materials.  The
Local Authority shall post at the Projecte, in conspicuous places
available to employses and applicants for employment, notices to be
provided by the Qovernment setting forth the provisions of this non-
discriminatory clause.

{(B) The Local Authority shall incorporate or cause to be
incorporated into any contract for construction work, or modifica-
tion thereof, as defined in the regulations of the Secretary of
Labor at l1 CFR, Chapter 60,which is paid for in whole or in part
with funds obtained under this contract, the following equal opportu-
nity clause:

"EQUAL EMFLOYIMENT OPPORTUNITY

During the performance of this contract, the
‘contractor agrees as follows:

(1) The contractor will not discriminate against any
employee. or applioant for employment becanse of race,
color, religion, sex, or natlonal origin. Tha contrac-

tor will tske affirmative action to ensure that applicants
are employed, and that employees are treated during employ-
ment without regard to their race, color, religion, sex,
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or national origin. Such action shall include, but not be
limited to the following: employment, upgrading, demotion,
or transfer; recruitment or recruitment advertising; layoff
or termination; rates of pay or other forms of compemsation;
and selection for training, including apprenticeship. The
contractor agrees to post in comspicuous places, available
to employees and applicants for employment, notices to be
provided by the Local Authority setting forth the provisions
of this Equal Opportunity clause,

(2) The contractor will, in all solicitations or adver-
tisements for employees placed by or on behalf of the
contractor, state that all qualified applicants will
receive consideration for employment without regard

to race, color, religion, sex, or national origin.

(3) The contractor will send to each labor union or
representative of workers with which he has. a collective
bargaining agreement or other contract or understanding,
a notice to be provided by the Local Authority advising
the said labor union or workers' representative of the
cantractorfs commitments under this section, and shall
post coples of the notice in conspicuous places avallable
to employees and applicants for employment.

(4) Thne contractor will comply with all provisions of
Executive Order No, 112L6 of September 24, 1965, and of
the rules, regulations, and relevant orders of the
Secretary of Labor. '

(5) 7The contractor will furnish all information and reports
required by Executive Order No. 11246 of September 24, 1965,
and by rules, regulations, and orders of the Secretary of
Labor, or pursuant thereto, and will permit access to his
books, records, and accounts by the Governmsnt and the
Secretary of Labor for purpeses of investigation to ascertain
compliance with such rules, regulations, and orders.

(6) In the event of the contractor's noncompliance with
the Equal Opportunity clauses of this contract or with any
of the sald rules, regulations, or orders, this contract
may be cancelled, terminated, or suspended in whole or in
part and the contractor may be declared ineligible for
further contracts in accordance with procedures authorized
in Executive Order No. 1125 of September 24, 1965, and
such other sanctions may be imposed and remedies invoked
as provided in Executive Order No. 11246 of September 2L,
1965, or by rule, regulation, or order of the Sscretary
of Labor or as otherwlise provided by law.
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(7) The contractor will include the portion of the sentence
inmediately preceding Paragraph (1) and the provisions of
Paragraphs (1) through (7) in every subcontract or purchase
order unless exempted by the rules, regaulations, or orders
of the Secretary of Labor issued pursuant to Section 204 of
Executive Order No. 11246 of September 2h, 1965, so that
such provisions will be binding upon each subcontractor or
vendor. The oontractor will take such action with respect
to any subcontract or purchase order as the Government may
direct as a means of enforcing such provisions including
sanctions for noncompliance: Provided, however, that in
the event a contractor becomes involved imn, or is
threatened with, litigation with a subcontractor or vendor
- as a result of such direction by the Government, the con-
tractor may request the United States to enter into such
litigation to protect the interests of the United States."

(C) The Local Authority agrees that it will be bound by the above
Equal Opportunity clanse with respect to its own employmemt practices
when it participates in federally assisted construction work: Provided,
That if the Local Authority so participating is a State-or local govern-
ment, the above Equal Opportunity clause is not appliocable to any agency,
instrumentalify, or subdivision of such govermment which does not
participate in work on or under this contract.

(D) The Local Authority further agrees that it will aseist and
cooperate actively with the Govermment and the Secretary of Labor in
obtaining the compliance of contractors and subcontractors with the
Equal Opportunity clause and the rules, regulations, and relevant
orders of the Secretary of Labor, that it will furnish the Government
and the Secretary of Labor such information as they may require. for
the supervision of such compliance, and that it will otherwise assist
the Government in the discharge of the Government's primary responsi-
bility for securing compliance. )

(E) The Local Authority further agrees that it will refrain from
entering into any contract or contract modification subject to Executive
Order No, 11246 of September 24, 1965, with a contractor debarred from,
or who has mot demonstrated eligibility for, Govermment contracts and
federally assisted comstruction contracts pursuant to the Executive
Order and will carry out such sanctions and penalties for violation of
the Equal Opportunity clause as may be imposed upon contractors and
subcontractors by the Government or the Secretary of Labor pursuant to
Part II, Subpart D of the Executive Order.

Sec. 305, Insurance and Fidelity Bond Coverage
(A) All of the insurable property and equipment from time to time
constituting each Project shall be insured by fire and extended coverage

insuranée, aud be insured against such additional risks with respect to
which insurance is commonly carried on similar property and equipment in
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the locality of such Project. Such insurance shall be in amounts sufficient
to prevent the Local Authority from becoming a co~insurer and, in any event,
in amounts not less than eighty percent of the current insurable value of
such property or equipment: Provided, That the amount of insurance, if any,
on buildings to be demolished shall be determined by the Local Authority,
(B) The Local Authority also shall carry adequate (1) owners'!, land-
lords!, and tenants' public liability insurance (excluding property damage),
(2) manufacturers! and contractors' public liability insurance {excluding

property damage), (3) workmen's compensation coverage (statutory or
voluntary), (L) antomobile lisbiiity insurance against property damage
and bodily injury (owned and non-owned), (5) burglary and inside
robbery insurance, (6) outside robbery insurance unless armored car
gervice is used for the transportation of cash, (7) boiler insurance
(if steam boilers have beem installed), and (BS, if prescribed by the
Government, war damage lnsurance.

(C) The Local Authority shall obtain or provide for the obtaining
of adequate fidelity bond coverage of its officers, agents, or employees
handling cash or anthorized to sign checks or certify. vouchers.

(D) Each insurance policy or bond shall be written to becoms
effective at the time the Locsl Authority becomss subject to the risk
or hazard covered thereby, and shall be continued in full force and effect
for such period as the Local Authority is subject to such risk or hazard.
Such insurancs and bonds shall (1) bs payable in such manner, (2) be in
such form, and (3) be for such amounts, all as may be determined by the
Local Authority and approved by the QGovernment, and shall be obtained
from finanelally sound and responsibls insurance companies.

(E) In connection with each policy, including renewals, for firas
and extended coverage insurance and for owners', landlords' and tenants!'
public 1liability insurance the Local Authority shall give full opportun-
ity for cpen and competitive bidding. The Local Authority shall give
such publicity to advertisements for bids as will assure adeguate
competition and shall afford an opportunity to bid to all insurers who
have indicated in writing to the Local Authority their desire to submit
a bid and who are licensed to do business in the State. Such insurance
shall be awarded to the lowest responsible bidder. The lowest bid shall
be determined upon the basis of net cost to the Local Authority. Net
cost, for the purposes of this subsection (E), shall mean the gross
deposit premium, plus the cost of insurance against the hazards, 1f any,
of assessments, less any antiocipated dividend based on the dividend pay-
ment and assessment record of the insurer for the previous ten years.
Nothing in this subsection (E)} shall have the effect of requiring the
Local Authority to purchase insurance from any insurer not licensed
to do business in the State or to purchase insurance which involves
any hazard of assessment unless insurance against such hazard is avail-
able,

(F} The Local Authority shall require that each liability
insurance policy prohibit the insurer from defending any tort claim
on the ground of immunity of the Local Authority from suit.

(G) The Local Authority shall submit certified duplicate copies
of all insurance policies and bonds to the Government not less than
forty~-five days before the effective date thereof for review to
determine compliance with this Contract. Unless disapproved by the
Government within thirty days of the date submitted, the policies and
bonds submitted shall be considered as approved by the Government.
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(H) 1If the Local Authority shall fail at any time to obtain and
maintain insurance as required by subsections (A), (B), (C), and (D)

of this Sec. 305, the Government may obtain such insurance on behsalf
of the Local Authority and the Local Authority shall promptly reimburse
the Government for the cost thereof together with interest at the Loan
Interest Rate. :

Sec. 306. Procurement

In the purchasing of equipment, materials, and supplies, and in
the award of contracts for services or for repairs, maintenance, and
replacements, the Local Anthority shall comply with all applicable
State and local laws, and in any event shall make such purchases and
award such contracts only te the lowest responsible bidder after
advertising a sufficient time previously for proposals, except:

(1) when the amount involved in any one case does not exceed
$2,500; or

(25 When the public exigencies require the immediate delivery
of the articles or performance of the service; or

(3) When only one source of supply is avallable and the
purchasing or contrdcting officer of the Local Authority shall
so certify; or

(L) When the services required are (a) of a technical and
professional nature, or (b) to be performed under Local
Authority supervision and paid for on a time basis.

Sec. 307. Personnel

(A) The Local Authority shall adopt and comply with a statement
of persomnel policies comparable: with pertinent local public practice.
Such statement shall cover job titles and classifications, salary and
wage rates for employees other than those whose salaries or wages are
determined pursuant to Sec. 115 and Sec. 211, weekly hours of work,
qualification standards, leave regulations, and payment of expenses
of employees in travel status.

(B) The Local Authority may charge contributicns for participation
in a retirement plan for its employees to Development Costs or Operating
Expenditures where such plan has been approved by the Government or is
required by law.

(C) The Local Authority shall maintain complete records with
regpect to employees'! leave, anthorizations of overtime and official
travel, and vouchers supporting reimbursement of travel expense.

(D) No funds of any Project may be used to pay any compensation
for the services of members of the Local Authority.
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Sec. 308. Disposition of Excess Property

(A) At the time of the award of the first Main Construction
Contract for each Project any real property theretofore acquired in
connection with such Project which is not necessary to the development
or operation of such Project shall be determined to be excess to the
needs of such Project. The Local Authority at any time may determine
any personal property, and, with the approval of the Govermment, any
real property, constituting a part of any Project, which 1s no longer
useful or necessary to the developmsnt or operation of such Project,
to be excess to the needs of such Project.

(B) Excess real property shall be sold as soon as practicable
at public sale for not less than the fair value thereof, unless other
disposition or method of disposition is approved by the Governmment.

The proceeds of any such sale or other disposition of any real property
constituting a part of or acquired in connection with any Froject, shall
be applied as follows: (1) if the property is disposed of before the
determination of Minimum Development Cost for such Project, such proceeds
shall be deposited in the General Fund as a credit to Development Cost,
or (2) if the property is disposed of after the determination of such
Minimum Development GCost such proceeds shall be deposited in the Advance
Amortigation Fund.

-(C)- Personal property shall not be .sold or exchanged for less than
its fair value. Personal property of the estimated fair value of $1,000
or more which is to be sold to other than a public body for a public use
shall be sold at public sale. The proceeds of any sale of personal
property shall be used as follows: (1) if the property is sold before the
determination of the Minimum Development Cost of the Project with respect
to which such property was acquired, such proceeds shall be deposited in
the General Fund as a credit to Development Coet, or (2) if the property
is sold after the determination of such Minimum Development Cost such
proceeds shall be deposited in the General Fund as an Operating Receipt.
If it 1s determined to replace any such personal property, the Local
Authority may reserve such proceeds for the purpose of paying the cost
of such replacement: Provided, That any balance of any funds so reserved
remaining after the replacement of such personal property and the payment
of all costs incurred therefor shall be treated as an unreserved Qperating
Recelpt.

(D) For the purposes of subsections (B) and (C) of this Sec. 308,

a determination pursuant to Sec. L15(C) (3) of the amount below which
the Development Cost of any Project will in no event fall, shall con-
stitute a determination of Minimum Development Cost.

Sec, 309. Books of Account and Records

The Local Authority shall maintain complete and accurate books of
account and records, as may be prescribed from time to time by the
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Government, in commection with the development and operation of the
Projects, including records which permit a speedy and effective audit,
and will fully disclose the amount and the disposition by the Local
Authority of the loan and annnal contributions, or any supplement
thereto, the Development Cost of each Project, and the amount of any
private or other non-Federal funds used or grants-in-aid made for or
in connection with each Project. Such records shall include, among
others as may be required, (1) books of account and other fiscal
records in accordance with a clagsification of acoounts prescribed
by the Government, (2) operation records which shall include applica-
tion for admission to, and continued occupancy in, the Projeots and
the evidence (or notations thereof) used by the Local Authority to
verify suoch applications, and (3) personsal property records which
shall include an annual inventory of all esquipment.

Sec. 310. Financial and Operating Statements

The Local Authority shall furnish the Govermment such financial,
operating, and statistical reports, records, statements, and documents
at such times, in such form, and accompanied by such supporting data,
gll as may reasonably be required from time to time by the Government.

Sec. 31l. Access to Records and Projects; Audits

(A) The Government and the Comptroller General of the United
States, or his duly anthorized representatives, shall have full and
free access to the Projects and to all the books, documents, papers,
and records of the Local Authority that are pertinent to its operations
with respect to financial assistance under the Act, including the
right to audit, and to make excerpts and transcripts from such books
and records.

(B) The Local Authority shall not charge as an item of Development
Coat or as an Operating Expenditure the cost or expense of any audit
with respect to any Project for any Fiscal Year unless (1) the Government
has approved such audit, or (2) such audit is required by law, or (3) ths
Government has failed to furnish the Local Authority with a report of its
fiscal andit of the Local Authority!s books of account for such Fiscal
Year within six months after the end thereof and, subsequent to a notice
by the Local Authority of such failure, the Government has failed to
gsubmit its report of such andit within three months after receipt of
such notice.
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Sec., 312. Property Included in a Project
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Each Project shall include (1) all real property or interest
therein which is acquired and held in connection with such Project,
together with all easements, rights-of-way, and all incorporeal
hereditaments thereunto helonging or in anywise appertaining, and
(2) all personal property, tangible and intangible, or interest
therein which is acquired and held in connection with such Project,
including (but not limited to) eauipment and supplies, monies on
hand and on depoait, reserves, securities, accounts receivable,
choses in action, leases, contracts, books of account, papers, and
records. All such property immediately upon acquisition (whether
before or after issuance of the Actual Development Cost Certificate)
by the Local Authority shall become a part of such Project and shall
be subject to the terms, covenants, and conditions of this Contract:
Provided, That if this Contract is terminated with respect to any
Project and at such time any other Project or Projects are being
adminigtered pursuant to the provisions of this Contract, all
reserves and Residual Receipts of such terminated Project accrued
to the date of such termination and not theretofore applied to the
purposes of this Contract shall, except as provided in Part One of
this Contract, become a part of such other Project or Projects and
shall continue to be subject to the terms,.covenanta, and conditions
of this Contract.

Sec. 313. Covenant Against Conveyance or Encumbrance

Unless and until all Temporary Notes, Advance Notes, Permanent
Notes, and all other indebtedness of the Local Authority to the
Government arising under this Contract in connection with any Project
have been fully paid, and all Bonds issued in commection with such
Project have been fully paid and retired, or monies sufficient for
the payment and retirement thereof have, in accordance with the terms
of such Bends, been deposited in trust for such purpose with the
Fiscal Agent, the Local Authority shall not transfer, convey, assign,
lease, mortgage, pledge, or otherwise encumber, or permit or suffer
any transfer, conveyance, assignment, leasing, mortgage, pledge, or
other encumbrance of such Project, any appurtenances thereto, any
rent, revenues, income, or receipts therefrom or in connﬂction there-
with, or any of the benefits or contributions granted to it by or
pursuant to this Contract, or any interest in any of the same:
Provided, That the Local Authority may (1) lease dwellings and other
spaces and facilities in such Project in accordance with the
provisions of Sec, 203, or (2) as provided in Sec. 308, comnvey or
otherwise dispose of any real or personal property which is deter-
mined to be excess to the needs of such Project, or (3) to the

-30 -




P
- { . |
i

extent approved by the Government, convey or dedicate land for use 4s
streets, alleys, or other public rights-of-way, and grant easements
for the establishment, operation, and maintenance of public utilities,
or (L) with the approval of the Government, convey dwelling units to
occupants in form prescribed by the Government. Nothing in this Sec.
313 shall be construed as prohibiting (1) the adoption of the Band
Resolutions, or the execution and delivery of any instrument pursuant
to Sec. 420, or the creation of any lien or encumbrance in any such
instrument, (2) the conveyance of title to or delivery of possessiom
of such Project pursuant to Sec. 501 or Sec. 502, or (3) the operation

of any Project by any person or persons selected by the Local Authority
and approved by the Govermment.
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ARTICLE 1V B ’

FISCAL PROVISIONS GOVERNING DEVELOPMENT AND OPERATION

Sec. L0Ol., Ceneral Depositary Agreement and General Fund

(&) Promptly after the execution of this Conmtract, the Local
Authority shall enter into, and thereafter maintain, one or more
agreements, which are herein collectively called ths “General Depositary
Agreement,” in form prescribed by the Government, with one or more banks
(each of which shall be, and continue to be, a member of the Federal
Deposit Insurance Corporation) selected as depositary by the Local Authority.
Immediately upon the execution of any General Depositary Agreement, the
Local Authority shall furnish to the Government such executed or conformed
copies thereof as the Government may require. No such General Depositary
Agreement shall be terminated except after thirty days notice to the
Government,

(B) All monies and investment securities raceived by or held for
account of the Local Authority in connection with the Projects, except
such monies as are deposited with the Fiscal Agent, or with paying agents
for the payment of Terporary Notes pursuant to this Contract, shall
constitute the "General Fund."

(C) The Local Authority shall, except as otherwise provided in this
Contract, deposit promptly with such bank or banks, under the terms of
the General Depositary Agreement, all monies and investment securities
constituting the General Fund.

(D) The Local Authority may withdraw monies from the General Fund
only for (1) the payment of Development Costs, {2) ths payment of Operating
Expenditures, (3) the purchase of investment securities as approved by
the Government, (4) other purposes specified in this Contract, and (5) other
purposes specifically approved by the Govermment. Monies borrawed or
otherwise provided to p2y the Development Cecst of any Project shall be
used only for (1) payment of Development Costs of such Project, (2) the
purchase in connection with such Project of investment securities as
approved by the Government, or (3) other purposes specifically approved
by the Government, No withdrawals shall be made except in accordance
with 2 voucher or vouchers then on file in the office of the Local Authority
stating in proper detail the purpese for which asuch withdrawal is made.
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* © (B) 1If at any time the Local Authority has monies on deposit
in the General Fund in excess of its prudently estimated needs for
the next ninety days, such excess monies shall be invested in investment
securities selected by the Local-Authority and approved by the Government.
Such securities shall be purchased, held, and disposed of from tims to
time by the depositary of the General Fund under the terms of the
General Depositary Agreement.

(F) 1If the Local Authority (1) in the determination of the
Government, is in Substantial Default or Substantial Breach, or (2) makes
or has made any fraudulent or willful misrspressntation of any material
faet in any of the documents or data submitted to the Government pursuant
to this Contract or the Bond Resolutions or in any document or data
submitted to the Government as a basis for this Contract or as an
inducement to the Government to enter into this Contract, then the
Government shall have the right to require any bank or other depositary
which holds any monies or securities of the General Fund, to refuse to
permit any withdrawals of such monies or securities: Provided, That upon
the curing of such default or breach the Government shall promptly rescind
such requirement. ’

+

Sec. .02, Pooling of Funds under Special Conditions and Revolving Fund

(A) The. Local Authority may deposit under ths terms of the General
Depositary Agreement monies and securlties received or held by the
Local Authority in connection with any other housing project developed
or operated by the Local Authority pursuant to the provisions of any
contract for annmual contributions, administration, or lease between the
Local Authority and the Government.

(B) The Local Authority may also deposit under the terms of the
General Depositary Agreement amounts necessary for current expenditures
of any other project or enterprise of the Local Authority, including any
project or enterprise in which the Government has no financial interest:
Provided, That such deposits shall be lump-sum transfers from the
depositaries of such other projects or enterprises, and shall in no
event be deposits of the direct revenues or receipts of such other
projects or enterprises, The amounts so deposited each month shall not
exceed a reasonable and prudent estimate of expenditures for such month
with respect to such other projects or enterprises less any balance

- rem3ining under the terms of the General Depositary Agreement in
connection with such other projects or enterprises.
" {€) 1If the Local Authority operates other projects or enterprises
" in which the Governmant has no financial interest it may, from time to
time, withdraw such amounts as tue Govermment may approve from monies
on deposit under the General Depositary Agreement for deposit in and
disbursement from a revolving fund provided for the payment of items
chargeable in part to the Projects and in part to other projects or
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enterprises of the Local Authority: Provided, That all deposits in
such revolving fund shall be lump sum transfers from the depositaries
of the related projects or enterprises and shall in no event be
deposits of the direct revenues or recelpts.

(D) The Local Authority may establish petty cash or change
funds in reasonable amounts, from monies on deposit under tha General
Depositary Agreement.

(E)' In no event shall the Local Authority withdraw from any of
the funds or accounts authorized under this Sec. 402 amounts for the
Projects or for any other project or enterprise in excess of the
amount then on deposit in respect thereto.

Sec. 403. Development Cost

(A) The "Development Cost" of each Project shall comprise all costs
incurred by the Local Authority in any or a2ll undertakings necessary for
planning, site acquisition, demolition, construction, or equipment, and
their necessary financing (including the payment of carrying charges,
but not beyond the point of physical completion), and in otherwise
carrying ocut the development or acquisition of such Project. Development
Cost shall include, among other items, (1) approved costs of preliminary
surveys and planning with interest on approved loans therefor, (2) amounts
approved as relocation payments, (3) the Initial Operating Deficit, if
any, and (b) net interest on that portion of tha borrowed monies allocable
to such Project only for the period ending with the Date of Full Availability
of such Project, or such later date as may be approved by the Govermnment.
There shall be applied to the reduction of the Development Cost of each
Project (1) the net income, if any, received from the temporary use of the
site or structures existing thareon at time of acquisition up to the end
of the Inlitial Operating Period, (2) net earnings, if any, up to the Date
of Full Availability from the investment of monies available for the
payment of Development Costs, (3) proceeds of the disposition of real or
personal property (including any proceeds of demolition) to the extent
provided in Sec. 308, and (L) cash donations, if any. No amount
representing property or services donated to any Project shall be included
in the Development Cost thereof.

(B) "Date of Full Availability" with respect to esch Project shall
mean the last day of the month in which substantially all dwelling units
in such Project become available for otcupancy.

(C) "Initial Operating Period" with respect to each Project shall mean
the perind commencing with the date of initiation of such Project and ending
with either (1) the end of the calendar quarter in which ninety-five percent
of the dwelling units in such Project are occupied, or (2) the end of the
calendar quarter which 1s six, seven, or eight months after the Date of Full
Availability of such Project, or (3) the end of the calendar quarter next
preceding the date of physical completion of such Project, whichever is the
earliest.

(D) *Initial Operating Deficit" of any Project as of the end of the

Initial Operating Period thereof shall mean the amount, if any, by which
the Operating Expenditures thereof to such date exceeded the Operating Receipts,

S
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Set. Lok, Developmant Cost Budgets -

(A} Until such time as a budget of Development Cost (herein
called "Development Cost Budget!) pursuant to this Sec. LO4 is approved
by the Government for any Project, the breakdown of the Maximum
Development Cost set forth in the applicable Development Program shall
constitute the approved Development Cost Budget for such Project.

(B} At the time the Iocal Authority requests Government approval
of the award of contracts for the Main Construction Work of any Project,
it shall submit for approvel of the Government a Development €ost Budget
for such Project which shall be based upon {1) the amount of the proposed
award or awards, (2} costs and obligations incurred to such date,

(3) the estimated amount of costs and obligations not yet incurred,
and (I) an allowance for contingencies in such amount as the Government
may approve.

(C) In the event that in ths judgment of the Iocal Authority it
appears necessary with respect to any Project to incur Development Cost
in excess of the total amount shown in the last previously approved
Develapment Cost Budget for such Project, or that 1t appears necessary
with respect to any of the m2in classifications of Development Cost to
incur costs in excess cf the amount shown therefor in the last previously
approved -Development Cost Budget for such Project plus the share of the
allowance for contingencies allocated to such main classification, or
if for any other reason the Local Authority deems it advisable, it may
prepare and submit to the Gcvernment for its approval a revised
Development Cost Budge®t Tar such Project.

(D) Not earlier than six months nor later than twenty-four months
after the Date of Full Availability of each Project the Local Authority
shall submit for approval of the Government a final Development Cost
Budget for such Project which shall be based upon (1) costs and
obligations incurred to such date including a reasonable allowarice for
disputed, contingent, or unlinquidated liabilities, and for legal and
other costs and expenses in connzction with the settlement of such
liabilities, and (2) the estimatsd amount of costs and obligations not
yet incurred for work, egquipment, and services deemed necessary for
the complation of such Project. Ko other allowsnce for contingencies
ghall be included in such final Development Cost Budget.

: (E) The Government shall promptly review each proposed Develapment
Cost Budget and notify the Iocal Authority of its approval or disapproval
thereof, If the Governmen' disapproves any proposed Development Cost
Budget, the local Authority shall bs sc¢ notified in writing and be
furnished with a dstaziled aexplanation of the reasons for such disapproval.
Upon approval by the Government of any Development Cost Budget for any
Project such Budget shall supersede all previously approved Budgsts for
such Project, and the total of such Budget shall thereafter and for all
purposas of this Coniract be the Maximum Development Cost of such Project
in lieu of the specific amcunt ststed in Part One of this Contract, and
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shall for all pﬁ*poses of this Contract corresponuungly revise the aggre-
gate Maximum Development Cost of all the Projects as stated in Part One
of this Contract: Provided, That at no time shall the total of all
Development Cost Budgels for all the Projects having the same Minimm
loan Interest Rate, Maximum Contribution Percentage, and Maximum Number
of Contributions exceed the aggregate Maximm Development Cost of such
Projects as specified in Part One of this Contract.

(F) The Local Authority shall not with respect to any Project
ineur costs in excess of the amounts shown in the last previously
approved Development Cost Budget for such controlled accounts as may be
specified by the Goverament.

Sec. 405. Actual Development Cost

() The Local Authority shall, as promptly as possible consistent
with the maintensance of its rights against its contractors, settle and
pay all disputed, contingent, or unliquidated items of Development Cost
on all Projects.

(B) Whenever the Local Authority shall be satisfied that all the
development work on each Project has been properly completed, and that
the entire Development Cost on such Project (including all items which
may have theretofore been disputed, contingent, or unliquidated) has
been fully peid, the Local Authority shall submit to the Government
for its approval a certificate setting forth the total amount of the
Development Cost of such Projeci (herein called the "Actual Development
Cost"), stating: (1) tbat all such development work has been completed,
(2) that the entire Developmeni Cost or 1liabilities therefor incurred
by the Local Authority have been fully paid, (3) that there are no un-
discharged mechanics', laborers', contractors', or material-mem's liens
on such Project on file in any public office where the same should be
filed in order to be valid lieas against such Project, and (4) that
the time in whick suck liens could be filed has expired. Upon approval
by the Government such ceritificate shall be knowm as the "Actual
Development Cost Certificate." The determination of the amount of the
Actual Developmenti Cost contained in such Actual Development Cost
Certificate so approved by the Government shall be final and conclusive
for all purposes of this Contract.
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(C) 1If the ILocal Authority shall unduly delay in the submission
of the Actual Development Cost Certlificate for any Project, the Government
may glve notice to the Iocal Authority that the amount of the Development
Cost of such Project incurred to -the date of such notice shall be
considered to be the Actual Development Cost of such Project, and such
notice shall constitute the Actual Development Cost Certificate for such
Project for all the purposes of thds Contract. '

(D) Promptly after the issuance of the Actual Development Cost
Certificate for any Project the Local Authority shall, (1) if such Projsct
is then Permanently Financed, deposit any remaining balance of the monles
theretofore received for the purpose of the development of such Project
in the Advance Amortization Fund, or (2} if asuch Project is not then
Permanently Financed, apply any such remaining balance to the payment of
outstanding Advance Notes or Temporary Notes issued in connection with such
Froject,

(E) Subsequent to the issuance of the Actual Development Cost Certificate
for any Project, no cost for additional development work shall be incurred
by the Local Authority without the approval of the Government. In the event
that the Iocal Authority and the Government agree that additional devalopment
work 1s necessary, the Actual Development Cost Certificate shall be amended
to include the cost of such additional development work,

Sec.l05. Operating Receipts and Expenditures, Reserves, and Residual Receipts

(A) "Operating Receipts® with respect to each Project shall mean all
rents, revenues, income, and receipts accruing from, out of, or in connection
with the ownership or operation of such Project, from whatever source derived:
Provided, That Operating Receipts shall not include (1) any monies received
for the development of such Project, (2) annual contributions pledged for the
payment of Bonds and Notes, (3) premiums and accrued interest received in
connection with the sale of Bonds or Temporary Notes, (L) proceeds from the
disposition of real property, (5) proceeds from the digposition of personal
property to the extent provided in clause (1) of subsection (C) of Sec. 308,
or (6) the proceeds of claims against insurers or others arising out of
damage to or destruction of such Project te the extent provided in Sec. 210.

(B) "Operating Expenditures® with respect to each Project shall mean
all costs incurred by the Local Authority for administration, maintenance
establishment of reserves (as provided in subsection (C) of this Sec. h065,
and other costs and charges (including, but not limited to, payments in lieu
of taxes and operating improvements) which are necessary for the operation
of such Project in such a manner as to provide decent, safe, and sanitary
dwellings within the financial reach of Families of Low Income, and te
promote serviceability, efficiency, econemy, and atability: Provided, That
Operating Expenditures shall not include any costs incurred as a parf of the
Development Cost, ner the payment ef primcipal e¢f the Bends or Notes, nor,
unleass approved by the Government, interest on the Bonds or Notes.
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(C) The Local Authority may establish out of the Operating
Receiots of the Projects, and maintain in the Genersal Fund, reserves
for such purposes and in such reesonasble amounts as may be required in
the prudent operstion of the Projects and as may be approved by the
Government: Provided, That no part of the Operating Receipts of any
Project accrving during the Initial Operating Period thereof shall be
used for establishing any reserve: Provided further, That if this Contract
is terminated with respect to any Project and at such time any other
Project or Projects are being administered oursusnt to the nrovisions of
this Contract, the reserves asuthorized herein, including any funds therein
which were derived from the terminated Project, shall, except as provided
in Part One of this Contract, be maintained for the use and benefit of
such other Project or Projects. All amounts for the establishment of
reserves, including 3ll increases or decreases therein, shall be taken
into account in the determination of Residusl Receipts; and all such amounts,
including all increases or decreases therein (except in respect to the
reserves authorized by Sec. 210 and Sec. 308) shall be included in the
Operating Budgets. .

(D) "Residual Receipts® of any Project as of the end of the Initial
Onerating Period thereof shall mean the amount, if any, by which the
Operating Receipts thereof bto such date exceeded the Operating Expenditures.
"Eesidual Receipts" for all Projects as of the end of zny Fiscal Year shall
mean the amount by which the aggregate Opersting Receints of 211 such
Projects for such Year exceeded the aggregate Operating Expenditures for
all such Projects for such Year: Provided, That if the end of the Initial
Operating Period of 2ny such Project occurred in such Fiscal Year, the
Operating Receipts and Operating Expenditures of such Project during such
Initial Operating Period shall be excluded from the computation, except that
any Residual Receipts of any such Project as of the end of such Initial
Operating Period shall be included in the computation.

Sec. ;07. Operating Budgets and Control of Operating Expenditures

(A) The term "Operating Budget" shall mean a realistic estimate of
the Operating Expenditures to be incurred in connection with the prudent
overation of any Project during a specified period, broken down according
to a classification of accounts prescribed by the Govermment.:

(B) %Yot later than one hundred tuwenty days before the estimated date
of initiesl occupancy of any Project, the Local Authority shall submit to
the Government for spproval a proposed first Operating Budget for such
Project. Such first Budget shall be prepared on the basis of the first
twelve months of oneration after the end of the Initizl Operating Period
for such Project. Upon approval by the Government such first Budget,
upeon a prorsted basis and with appropriate seasonal adjustments, shall
govern the operation of such Project from the end of such Initial Operating
Period to the beginning of the next Fiscal Year.
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(C) Not earlier than one hundred fifty days nor-1ater than
ninety days before the expiration of the Fiscal Year covered by any
approved Operating Budget for any Project, the Local Authority shall
submit to the Government for approval a proposed Operating Budget for
the next Fiscal Year for such Project, which upon approval by the
Government shall govern the operation of such Project for such Fiscal
Year,

(D) With each submission of Operating Budgets the Local Authority
shall submit an estimate of the Accruing Annual Contribution next
payable after the end of the period covdred by such Budgets,

(E) The Covernment will promptly approve each proposed Operating
Budget, if the plan of operation and the amounts included therein are
reasonable, Reasonibleness of a proposed Operating Budget shall be
determined in the light of the necessity for (1) incurring the proposed
Operating Expenditures in the efficient and economical operation of the
Project for the purpose of serving Families of Low Income in the locality
thereof, and (2) limiting annual contributions to the amounts necessary
to assure the low-rent character of the Project, If the Government
disapproves any proposed Operating Budget, or approves such Budget with
modified amounts, the Local Authority shall be so notified in writing and
be furnished with an explanation of the reasons for such disapproval or
modified approval, In the event of modified approval, the Operating
Budget, subject to such modifications, shall constitute the approved
Operating Budget unless the Local Authority shall elect to consider such
modified approval as a disapproval and within fourteen days after receipt
thereof so notifies the Government in writing, in which event the
modified approval shall constitute disapproval of the Budget.

(F) Failure of the Government to notify the Local Authority of its
approval, modified approval, or disapproval of any proposed first
Operating Budget submitted pursuant to subsection (B) of this Sec. LO?
within (1) forty-five days after the receipt thereof, or {2) forty-five
days after the last day specified for its submission, whichever is the
later, shall constitute an approval thereof. Failure of the Gowvernment
to notify the Local Authority of its approval, modified approval, or
disapproval of any proposed Operating Budget for any Fiscal Year submitted
pursuant to subsection (C) of this Sec., L407 within (1) forty-five days
after the receipt of all the Budgets and the estimate of the Accruing
Annual Contribution required for such Fiscal Year pursuant to subsections
(C) and (D) of this Sec. LO7, or (2) forty-five days pripr to the
beginning of such Fiscal Year, whichever is the later, shall constitute
approval thereof, The provisions of this subsection (F) shall not be
applicable to the resubmission of a disapproved Budget, the resubmission
of a medified budget which the Local Authority has elected to consider
disapproved, or to the submission of a proposed revision of an approved
Budget.
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(G) The Local Authority may at any time submit to the Government a
proposed revision of any approved Operating Budget. In such case the
proposed revision shall be subject to all of the provisions of subsection
(E) of this Sec. L07.

(H) The Local Authority shall not (1) at any time after the end of the
Initial Operating Period for any Project incur any Operating Expenditures with
regpect to such Project except pursuant to and in accordance with an approved
Operating Budget for such Project, nor (2) during any Fiscal Year or other
budget period, incur with respect to any Project expenditures in excess of
the amounts included in approved Operating Budgets for Controlled Accounts
as may be specified by the Government, nor (3) incur Operating Expenditures
for any purpose or in any amount contrary to any condition or modification
imposed by the Government upon any Operating Budget: Provided, That nothing
in this subsection (H) shall preclude the incurring of ‘expenditures in emer=
gencies where necesgsary to eliminate an immediate serious hagzard to life,
health, or safety of the occupants of a Project, and that the .amount of any
such emergency expenditures shall be reported promptly to the Government and
the Operating Budget shall be amended accordingly. )

(I} The Local Authority, at the request of the Government, shall submit
consolidated Operating Budgets for two or more Projects, and in such event
the provisions of thils Contract relating to Operating Budgets shall be applic-
able to such consolidated Budgets.

Sec., L408. Advances by the Government

(A} The Government will from time to time advance monles to-the Local
Authority on account of the loan provided for in this Contract upon a show-
ing satisfactory to the Govermment that there is then need for such monies
for the development of the Projects.

(B) Each advance shall be evidenced by an oblipation duly issued and
delivered by the Local Authority in a form satisfactory to the Government,
which obligation shall bear interest at the applicable Loan Interest Rate
from the date the advance is made, and shall otherwise conform to the follow-

ings
(1} Each obligation (herein called "Advance Note") evidencing an
advance made for the Development Cost of any Project not Permanently
Financed, together with interest on such Note, shall be due and payable
on demand.

(2) Each obligation (herein called "Permanent Note") evidencing
an advance made for the Development Cost of any Permanenily Financed
Project, together with interest on such Note, shall {subject to the
right of the Local Authority to pay same in whole or in part at earlier
dates) be payable on the first day of the month following each Annual
Contribution Date in annual installments (applicable first to interest
and then to principal) equal to the portion of the Fixed Annual Contri-
bution allocable to such Note as determined pursuant to Sec. 415(C).
Each Permanent Note issued to refund or renew other Permanent Notes in
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whole or in part shall be payable in installments equal to the
installments payable upon the Notes so refunded or renewed, Each
Permanent Note shall further provide that the holder thereof may
declare such Note to be due. and payable in full at any time (a) when
there is any default in the payment of any installment of principal
or interest, or (b) when the Local Authority is in Substantial Default
or Substantial Breach, or (c) upon the termination of this Contract.
(C) The Government shall not be obligated to make any advance against
delivery of Advance Notes or Permanent Notes:

(1) Unless a requisition therefor is filed by the ‘Local Authority
accompanied by {a) a signed detailed statement demonstrating the
purpose and need at such time for the monies requested and the
progress it-has made in the develcpment of each Project, and stating
the amounts to be used for each Project, (b) a certificate as to
compliance with the provisions of. Sec. 16(2) of the Act relating to
the payment of prevailing salaries and wages, and (c) such other data
and documents as the Government may require; or

(2) If the total of the advance regquested plus the sum of the
principal amount of all Advance Notes and Permanent Notes then out-
standing and the amount of advances which the Government has agreed
to make as security for Temporary Notes would exceed the Maxlmum Loan
Cemmitment' or

(3) If the Local Authority is then in default under any of the
provisions of this Contract; or

(L) If any litigation is pending or threatened which would
materially affect the development, operation, or finaneing of any
Project; or

(5) With respect to any amount or amounts for any Project for
which the Local Authority has not demonstrated to the satisfaction
of the Government (2) the purpose for which any such amount will be
used, or (b) the need therefor at such time, or (c¢) that such amount
is in accordance with the approved Development Cost Budget for such
Project, or (d) that such amount is consistent with the rate of

progress which the Local Authority has made in the development of
such Project; or

(6) With respect to any Project, if such Project cannot be
completed for an amount not to exceed the Haximum Development Cost
for such Project.

(D) The Government shall not be obligated to make any advance against
deliVﬁry of Permanent Notes except in accordance with subsection (C) of
Sec. 412. ’

(E) No Permanent Note may be issued by the Local Authority unless such
Note can be fully amortized (both as to principal and interest) by the appli-

cation of the amounts and on the dates specified in subsection (B) (2) of
this Sec. LOS. .
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(F} The Government shall not demand payment of, nor pledge, sell,
or otherwlise dispose of any Advance Note unless (1) the Local Authority
is in Substantial Default or Substantial Breach or (2) the Government
has given notice of thé termination of this Contract pursuant to Sec. 509.

Sec. 409, Temporary Notes

(A) At any time and from time to time as the Government may requira
the Local Authority shall obtain loans from others than the Government in
anticipation of the delivery of Advance Notes or Permanent Notes (as the
case may be), which loans shall bs avidenced by notes of the Local Authority
‘(each of which is herein called a "Temporary Note'). In obtaining such
loans, the Local Authority shall comply with all the applicibls conditions
precedent to the obtaining of advances from the Government.

(B) At the time of delivery of any Temporary Note, the proceeds of
such Note (excepting only (1) the amounts referred to in subsection (C) of
this Sec. 409, and (2) such amounts as shall be used to pay Advance Notes,
Perminent Notes, or other Temporary Notes) shall be deposited under the
General Depositary Agreement.

(C) At the time of delivery of any Temporary Note issued in connection
with apy Project which has been Permanently Financed, all amounts paid by
the purchasers of such Temporary Notes on account of (1) accrued interest
shall be paid to the Fiscal Agent for deposit in the Debt Service Fund, and
(2) premiums shall be paid to the Fiscal Agent for deposit in the Advance
Amortization Fund: Provided, That all or any part of such amounts may, with
the approval of the Government, be used to pay Permanent Notes or Temporary
Notes issued in connection with such Projects.

Sec. L10. Maximum Ioan Commitment

The Maximum Loan Commitment under this Contract shall at 211 times be
equal to the sum of the amounts determined as follows for the respective
Projects. For each Project not Permanently Financed, such amount shall be
either the Initial Loan Commitment for such Project specified in Part One
or such greater amount which the Government, in its sole discretion, shall
agree to advance to asslst the development or financing of such Project,
less the amount of any retirement of Advance Notes or Temporary Notes (issued
for such Project) from funds other than the procesds of any loan obtained
by the Local Authority. For each Permanently Financed Project, such amount
shall be equal to the Maximum Development Cost or Actual Development Cost
of such Praject, less the amount of Bonds issued, and less the amount of
any retirement of Perm~nent Notes or Temporary Wotes (issued for such
Project) from funds other than (a) the proceeds of any lnan obtained by
the Local Authority and (b) amounts applied to the reduction of Development
Cost pursuant to subsection (A) of Sec. LD3. The Maximum Ioan Commitment
nnder this Contract for all the Projects shall in no event (a) be less than
the sum of ths principal amount of Advance Notes and Permanent Notes outstanding
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and the amount of advénces which‘the Goverrment has aéreed t0 make as
security for Temparary Notes, nor {b) exceed 90-percent-of the sum of
the Maximum Development Cost or Actual Development Cost of the Projecis.

Sec. 111, Description of Bonds

(A) Before offering the first issue of Bonds for sale the Local
Authority shall, with the approval of the Government, select a 1l2-month
period beginning either on a Jamuary 1, April 1, July 1, or October 1,
which period (as established upon the delivery of the first issue of
Bonds) and each succeeding 12-month period shall be known as a "Fiscal
Year," which Fiscal Year shall be applicable to all the Projects. The
date to be borne by the first issue of Bonds shall be the date of the
beginning of a Fiscal Year or the first day of the first or second month
preceding the beginning of a Fiscal Year: all subsequent issues of Bonds
shall be dated as of such date or an anniversary thereof, The date as of
which any issue of Bonds 1s dated shall be known as the "Bond Date" of
such iasue,

(B) The Bonds of each issue shall be in such denomination, be
' payable at such place or places, and be subject to such terms of redemp-
tion as may be prescribed by the Bend Resolution, and shall otherwise in
all respacts conform to the provisions of such Bend Resolution.

(C) Intersst on the Bonds of each issue shall be payable semi-
annually. ‘

(D) The first maturity of any Bonds of each issue shall be two years
after the Bond Date of such issue, and thereafter Bonds shall mature
annually over such period as shall be established pursuant to the Bond
Resolutions, but ending, in any event, on the first day of the seventh month
after the last Annual Contribution Date for the related Project or Projects
as fixed pursuant to Sec. 415 and Sec. L18. The first maturity of each
issue of Bonds shall be in an amount to be agreed upon between the Iocal
Authority and the Government: FProvided, That such amount together with the
interest payable twelve, eighteen, and twenty-four months after the Bond
Date of such issue shall not exceed the Level Debt Service of such issue.

The second and subsequent maturities of each issue of Bonds shall be
so arranged that the aggrepate payments of principal and interest due in
each twelve months period following an Annual Contribution Date will be
substantially equal in amount. "Level Debt Service" with respect to each
issue of Bonds shall mean the smallest uniform amount (rounded upwards to
the next multiple of ten dollars) widch when made available on each Annual
Contribution Date (except ths Annual Contribution Date which occurs seventeen
months and fourteen days after the Bond Date of such issue} will provide
for the payment of the principal and interest scheduled to become due within
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the twelve months period following each such Annual Contribution Date
on the basis that any portion (herein called the "Bond Service Carry-
Over") of such Level Debt Service not needed for the payment of
principal and interest in any such twelwe months period will be
carried over and used to supplement the Level Debt Service in the
next and succeeding twelve months periods.

Sec. 12, Offering of Bonds and Establistment of Minimum Development
-Cost

(A) The Local Authority shall offer and sell an issue of its Bonds
to finance the Development Cost of any Project or Projects either separately
or through the agency of another public housing agency and at such time,
as the Government may require., The Local Authority shall in no event offer
or sell any lissue of Bonds without the prior approval of the Government.

(B} The Local Authority shall sell Bonds in such principal amount,
not to exceed the Maximum Development Cost of each Project, as the Govern-
ment may reguire.

(C) Prior to the offering of the first issue of BHonds to finance
any part of the Development Cost of any Project the Local Authority shall
determine and submit to the Government for its approval the amount below . .
which the Development Cost of such Project will in no event fall. Upon
approval thereof by the Government the Local Authority shall offer Bonds
for sdle in such amount as the Local Authority with the approval of the
Government may determine. The amount below which the Development Cost
of such Project will in no event fall, as estgblished upon the delivery
of an issue of Bonds, shall constitute and be known as the '"Minimum
Development Cost" of such Project. If the first established Minimum
Development Cost of such Project exceeds the amount of such issue of
Baonde the Local Authority shall issue a Permanent or Temporary Note or
Notes, as funds are required to meet the Development Cost of such Project,
in amounts which in the aggregate do not exceed the difference between
such Minimum Development Cost and the amount of suoch issue of Bonde. If
at any time 1t appears that the Development Cost of any Project will
exceed the Minimum Development Cost theretofore established for such
Project the Local Authority shall determine and submit to the Govern-
ment for its approval a revised amount below which the Development
Cost of such Project will in no event fall. Upon approval of such revised
amount the Local Authority shall issue an additional issue of Bonds, or
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a Parmanent Note, or a Temporary Note for the differencs
between such revised amount and the Minimum Development Cost
theretofore established, and upon delivery of such Bonds,
Permanent Note, or Temporary Note such revised amount shall
thereafter constitute the Minimum Development Cost of such
Project.

(D} At such time as the Government may require the
Local Authority, in order to refund, in whole or in part,
outstanding Advance Notes, Permanent Notes, or Temporary Notes,
shall offer and sell an issue of Bonds for such purpose,

(E) Each issue of Bonds shall be sold at public sale unless
otherwise determined by the ILocal Authority and approved by the
- Government,

{(F) Prior to the offering of each issue of Bonds the Local

Authority shall submit to the Government for its approval the forms
- of proposed Bond Resolutions, advertisements, explanatory
literature, and other documents to be made available to prospective
purchasers of such Bonds. Promptly after the award of such Bonds
the Local Authority shall furnish the Government a complete
transcript of the proceedings and documents necessary to evidencs
the wvalidity thereof.

{G) At such time as the CGovernment may require, the Local
Authority shall lssue its Permanent Note to establish and finance
the Minimum Development Cost of any Project in lleu of the issuance
of Bonds for such purpose, Upon the delivery of such Note to the
Government in respect to such Project the Project shall, for the
purposes of Secs. 415(B) and Li16{C)(3), be considered to be
Permanently Financed by an lssue of Bonds bearing a Bond Date not
later than seventeen months and fourtesn days prior to the Annual
Contribution Date next following the Fiscal Year in which such Note
is delivered to the Government.

-5~



. o
I {. .
i . H ;

Sec. 413. Bond Resolutions and Fiscal Agent

(A) In connection with each issue of Bonds, the Local Authority
shall adopt appropriate resolutions or ordinances approved by the Gov-
ernment (herein called the "Bond Resolutions"). By such Bond Resolu-
tions the Locael Authority, among other provisions, shall:

(1) Retify the offering of such issue of Bonds;

(2) Authorize such issue of Bonds in the eggregate principal
amount to be sold pursuant to the offering;

(3) Establish (a) the interest to be borne by such issue of
Bonds, and (b) & schedule showing (1) the maturities of the Bonds
and (1i) the amount of the Bond Service Carry-Over for each year;

(4) Designate a bank (herein called the "Fiscal Agent")
which shall have trust powers, and shall be and continue to be &
member of the Federal Deposit Insurance Corporation;

{5) Provide for the establishment of a trust fund (herein
called the "Debt Service Fund") with the Fiscal Agent for the re-
ceipt, deposit, and disbursement of the annual contributicns and
other monies in connection with the Permanently Financed Projects
as provided in this Contract; and

(6) pProvide for the establishment end maintenance of a fund
(herein called the "Advance Amortization Fund") with the Fiscal
Agent for the receipt, deposit, and disbursement of monies in con-
nection with Permanently Financed Projects, as provided in this
Contract.

(B) Prior to the delivery of the first issue of Bonds the Local
Authority shall enter into, and thereafter maintain, a fiscal agency
agreement, in substantially the form prescribed by the Govermment. -
Immediately upcen the execution of such agreement the Local Authority
shall furnish the Government such executed or conformed copies thereof
as the Government may require.

(c) The Fiscal Agent named in the Bond Resolutions in connection
wlth the first iesue of Bonds shall also be named as Fiscal Agent in all
subsequent Bond Resolutions, and shall administer the Debt Service Fund
and the Advence Amortization Fund: The Local Authority shall require
the Fiscal Agent to furnish the Government such reports and other data
relating to accounts under this Contract as may reasonably be required
by the Government.

Sec. 414. Delivery of Bonds

(A) Delivery of (which shall include payment for) each issue of
Bonds shall be made at the time and place fixed pursuant to the terms
of the offering.

(B) At such time all amounts paid by the purchasers of the Bonds
on account of accrued interest shall be paid to the Fiscal Agent for
deposit in the Debt Service Fund, and all amounts paid on account of
premiums shall be paid to the Fiscal Agent for deposit in the Advence
Amortization Fund or with the approval of the Government used for the
repurchase of Bonds. .
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(C) At such time, and as a condition precedent to the delivery
of such Bonds, the Local Authority shall deposit, or cause to be de-
posited, from the proceeds of the Bonds (or from any other monies of
the Local Authority, including monies available for such purpose
pursuant to subsection (I) of Sec. 415) with the Fiscal Agent in the
Debt Service Fund an amount equal to (1) the interest on such issue
of Bonde becoming due and payable six months after the Bond Date of
such issue, less (2) any portion thereof deposited in the Debt Service
Fund on account of accrued interest, and less (3) any amount which may
then be on deposit in the Debt Service Fund for such purpose.

(D) At such time, and es a condition precedent to the delivery
of such Bonds, the Local Authority shall advance, or cause to be
advanced, from the proceeds of the Bands (or from any other monies of
the Local Authority) to the Fiscal Agent for deposit in the Debt
Service Pund an amount equal to (1) the interest on such issue of Bonds
becoming due and payable twelve months after the Bond Date of such
issue, less (2) any portion thereof deposited in the Debt Service Fund
on account of accrued intersst. The Local Authority shall at a later
date be reimbursed by the Fiscal Agent for such advance in accordance
with subsection (F) of Sec. hlé6.

(E) At such time the Local Anthority shall pay, or cause to be
paid, from the proceeds of the Bonds (or from other monies of the Local
Authority) the principal of and interest on all outstanding Advance
Notes, Permanent Notves, and Temporary Notes to the extent that the
Principal of such Notes includes an amount for any part of the Develop~-
ment Cost financed by such issue of Bonds.

(F) Upon the delivery of the first issue of Bonds to finance any
part of the Development Cost of a Project, such Project shall be
considered to be "Permanently Financed."

(G) If, at the time of the delivery of an issue of Bonds, the
Local Authority does not have monies avallable to advance to the Fiscal
Agent for deposit in the Debt Service Fund in an amount equal to (1)
the interest on such issue of Bonds becoming due and payable twelve
months after the Bond Date of such issue, less (2) any portion thereof
deposited in the Debt Service Fund on account of accrued interest as
required by Sec. W1L(D) the Government shall advance on account of the
loan herein provided for an amount equal to such deficiency. BSuch
advance shall be made and deposited in the manner prescribed in Sec.
414(D) but shall not be included in the amount of the Minimum Develop~
ment Cost of any Project. The Fiscal Agent shall,on behalf of the
Local Aufhority, reimburse the Government for such advance at the time
and in the manner as is provided for reimbursement of similar advances
to the Local Authority pursuant to Sec. L16(F). Such advance shall
bear interest at the Loan Interest Rate and such interest shall be paid
from Operating Recelpis as an Operating Expenditure,
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Sec. 415. Annual Contributions

(A) The Government (1) shall make annual contributions to the
Local Authority for each Permanently Financed Project and (2) may, in
its determination, make annual contributions to the Local Authority
for each Project which is not Permanently Financed, as provided in
this Sec. 415. The date upon which each annual contribution is pay-
able (except the firet annual oentribution with rsspect to a Project
not Permanently Financed which may be made available as of the Date
of Full Availability of such Project) shall be lmown as the "Annual
Contribution Date.” If the Anmual Contribution Date is not specifi-
cally set forth in Part One of this Contract such Date shall be the
fifteenth day of the fourth, fifth or sixth month of the Fiscal Year
as determined by the Government.

(B) The first ammual contribution with respect to each Permanently

" Financed Project shall be due and payable on the Annual Contribution

' Date which is seventeen months and fourteen days after the Bond Date of
the first issue of Bonds issued to finance any part of the Development
Cost of such Project. The first annual contribution with respect to
each Projeot which is not Permanently Financed may be made available
as of the Date of Full Availsbility of such Project and shall be
determined in accordance with subgection (C)(L) of this Sec. L15. If
the first annual contribution with respect to a Project is made avail-
able as of the Date of Fmll Avallability of such Project, the second
annual contribution with respect to such Project may be made on the
Annual Contribution Date which occurs not less than twelve months
subsequent to the Date of Full Availability of such Project. Subject
to the provisions of subsection (K) of this Sec. 415, subsequent annual
contributions shall be due and payable on each Annual Contribution Date
thereafter.

(C) 0On each Annual Contribution Date the Government shall pay
(subject to reduction as hereinafter in this Sec. L1S provided) an
annual contribution for each Project with respect to which an annual
contribution is then payable. The sum of the amounts of each such
annual contribution shall be known as the "Fixed Annual Contribution.*
The amount of the Fixed Annual Contribution shall be equal to the sum
of the Level Debt Services of all unmatured issues of Bonds, bearing a
Bond Date not later than seventeen months and fourteen days prior to
such Annual Contribution Date, as specified in the applicable Bond
Resolution, plus an amount or amounts allocable to Permanent, Advance,
or Temporary Notes, as follows:

(1) With respect to aach Project Permanently Financed by
an issue of Bonds equal to the Minimum Development Cost first
established for such Project, an amount, as determined by the
Government, which if applied annually at the interest rate (ad-
Justed to the nearest one-eighth of one percent) charged the
Local Authority during the next preceding Fiscal Year in respect
to the unamortized portion of the Minimum Development Cost of
such Project which exceeded as of the last day of such Fiscal
Year the principal amount of such issue of Bonds would fully

amortize such portion not later than the first day of the month
following the last Annual Contribution Dste for such Project; and
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(2) With respect to each Project Permanently Financed by
an issue of Bonds in an amount less than the amount of the Minimum
Development Cost first established for such Project, an amount
equal to (1) the applicable Minimum Loan Interest Rate times the
amount by which the Minimum Development Cost as flrst established
for such Project exceeds the principal amount of such lssue of
Bonds, plus {11) an amount, as determined by the Government,
which if:applied annually at the interest rate (adjusted to the
nearest one-eighth of one percent) charged the Local Authority
during the next preceding Fiscal Year in respect to the portion
of the Minimum Development Cost of such Project which exceeds
as of the last day of such Fiscal Year the Minimum Development
Cost as first established for such Project would fully amortize
such portion not later than the first day of the month follow-
ing the last Annual Contrlbution Date for such Project; and
(1ii) commencing on the Annual Contribution Date next followlng
the last maturity date of such issue of Bonds, the amount of the
Level Debt Service of such issue of Bonds; and

(3) wWith respect to each Project financed by a Permanent
Note in lien of Bonds, an amount, as determined by the Government,
which if applied annually at the interest rate (adjusted to the
nearest one-eighth of one percent) charged the Local Authority
during the next preceding Fiscal Year in respect to the unamortized
portion of the Minimum Development Cost of such Project which
exceeded as of the last day of such Fiscal Year the Minimum Devel-
opment Cost as first established for such Project would fully
amortize such portion not later than the first day of the month
following the last Annual Contribution Date for such Project; and

(4) With respect to each Project which is not Permanently
Financed, an amount, as determined by the Government, whieh if
applied annually at the interest rate {adjusted to the nearest
one-eighth of one percent) charged the Local Authority during
the next preceding Fiscel Year in respect to the unamortized
portion of that fipure determined by the Government to be that
below which the Development Cost of such Project will in no event
fall would fully emortize such portlon not later than the first
day of the month following the last Annual Contribution Date for
such Project.

Upon delivery of any issue of Bonds to refund Permanent, Advance or
Temporary Notes, the amount of the Level Debt Service of such issue of
Bonds shall be in lieu of the portion of the Pixed Annual Contribution
allocable to such Notes whether pursuant to clause (1), (2), (3), or (4)
above. Anything in this Contract to the contrary notwithstanding the
Fixed Annual Contribution for all Projects shall not exceed the aggregate
of (&) the applicable Maeximum Contribution Percentage of the latest
established Minimum Development Cost for each Permanently Financed
Project plus (b) the applicable Maximum Contribution Percentage of (i)
the amount determined by the Government to be that below which the
Development Cost will in no event fall, or (ii) the Actual Development
Cost, as the case may be, of each Project which 15 not Permanently
Financed.
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(D) On each Annual Contribution Date the actual amount of the
anmual contribution to be paid (herein called the "Accruing Annual
Contribution") shall be an amount equal to the Fixed Annual Contribution
less (1) the amount then on deposit in the Debt Service Fund for the
reduction of annual contributions pursuant to subsection {C) of Sec.
416, and {2) eny amount then on deposit in the Debt Service Fund, pur-
suant to subsection (B) of Sec. 414, on account of interest accrued on
any issue of Bonds after a date which 1s six months after the Bond Date
of such issue, ‘ .

(E) The Government, notwithstanding any other provision of this
Contract, may meke payment of any Accruing Annual Contribution in semiw
annual installments as folluws: (1) the first installment shall be paid
on the Annuzl Contribution Date in the amount, if any, by which (a) the
Accruing Annual Contribution exceeds (b) the amount of principal and
interest which will become due and payable on the next followling enniver-
sary of the Bond Date on all Bonds outstanding at the end of the pre-
ceding Fiscal Year and which bear a Bond Date not later than seventeen
months and fourteen deys prior to such Anmual Contribution Date; (2) the
balance of such Accruing Annual Contribution shall be paid on the date
six months after such Annual Contribution Date.

(F) " At least thirty days prlor to each Annual Contribution Date,
the Fiscal Agent shall flle with the Government a report showling the
amount of each deposit made into the Debt Service Fund since the next
preeceding Annual Contribution Date and the balance in the Debt Service
Tund as of the date of such report.

(G) At least filteen days prior to each Annual Contribution Date,
the Local Authority shall [ile with the Government n requisition and
voucher for the payment of the current Aceruing Annual Contribution.

(1) Bxecept as otherwise provided in subsection (I) and (J) of
tais Sec. 415, the Government shall pay each Accruing Annual -Contribution,
or installment thereof, to the Fiscal Agent For deposit in the Debt
Service Fund. The Government, at the time of such payment, shall furnish
to the Local Authority and to the Fiscal Agent a statement showing (in
detail and with appropriate explanations) the amoint of the Accruing
Annual Contribution, and the method by which the Accruing Annual Contri-
bution will be paid. Each such statement shall include a schedule
showing on the basis of information eveilable to the Covernment, the
distribution to be made of the funds in the Debt Service Fund pursuant
to Sec. M16.

(I) On each Annual Contribution Date on which any Permanent,
Advance, or Temporary Notes 1ssued in connection with any Project
with respect to which an annual contribution is then payable remain
outstandlng and untll full repayment, with interest at the applicable
Loan Interest Rate, of mll expenditures, if any, made by the Covernment
in connection with any such Project pursuant to S:ze. 505 hereof, such
portion of the Accruing Annual Contribution, which if deposited in the
Debt Service Fund would {together with the monies then on deposit in
sald Fund for the reduction of annual contributions pursuant to this
Contract plus the amount of the second installment, if any, of such
Accruing Annual Contribution) exceed the sum of (1) an amount equal
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to the principal and interest becoming due and payable during the'
twelve months period following such Annual Contribution Date on each
issue of Bonds bearing a Bond Date not'later'than seventeen months and
fourteen days prior to such Annual Contribution Date, plus (2) an amount
equal to the apgregate Bond Service Garry-Over required tec be on deposit -
in the Debt Service Fund on the next succeeding Annual Contribution Date,
may be withheld by the Government, and applied to the full extent thereof;
First, to reimbursement of the Local Authority for any advance (not there-
tofore reimbursed) made pursuant to Sec, LlL(D): and Second, to the pay-
" ment of interest and principal of such Notes and the repayment of such
expenditures in proportion, with respec¢t to each suoh Project, to the
applicable portion of the Fixed Annual Contribution determined pursuant
to clauses (1), .(2), (3), or (4) as the case may be, of Sec. 415(C):
Provided, That any amounts which would otherwise be applied to the pay-
ment of principal under the aforesaid Second order of preference may be
withheld (for not more than twelve months) and be used for the payment
of interest on any Bonds which may be subsequently issued to refund such
Notes and expenditures.

(J) When wonies sufficient for the payment and discharge of all
Bonds have been deposited with the Fiscal Agent in trust for such purpose,
Accruing Annual Contributions, Residual Receipts, and monies otherwise pay-
able to- the Debt Service Fund shall be appl:l.ed, as approved by the-
Government, to the payment, of the Notes and expenditures and in the
proportion as prescribed in subsection (I) of this Sec. 415. Monies
so applied by the Local Authority during the twelve months period pre-
ceding each Annual Contribution Date which, except for the provisions
of this subsection (J), would have been on deposit on such Annual
Contribition Date in the Debt Service Fund for the reduction of annual
contributions, shall be deemed to have been on deposit in the Debt
Service Fund on such Annual Contribut.ion Date for the purpose of sub~
section (D) of this Sec. 415.

(K) No Accruing Annual contribution shall be paid or made available
by the Government pursuant to this Contract imn an smount in excess of an
amount which together with all monies then on deposit in the Debt Service
Fund will be sufficient to fully pay and retire the outstanding Bonds,
Permanent Notes, Advance Notes and Temporary Notes issued in comnection
with a1l Projects with respect to which annual contributions become pay-
able and to repay, with interest at the applicable Loan Interest Rate,
all expenditures made by the Government in comnection with the develop~
ment of such Projects pursuant to Sec. 505 hereof, The obligation of
the Government to pay or make available annual contributions pursuant
to this Contract with respect to any such Project shall terminate whem
(1) all such Bonds and Notes issued in conmection with such Project
have been fully paid and retired, or when monies suffjcient for. the
payment and retirement thereof have been deposited in trust for such
purpose in accordance with the terms of such Bonds and Notes, and (2)
all such expenditures, with interest thereon, by the Government im
connection with such Project have been fully repaid.
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Sec. W16, Debt Service Fund

(A) Upon the delivery of any issue of Bonds, there shall be
deposited in the Debt Service Fund the amounts required pursuant to
subsections (B), (C), and (D) of Sec. hik,

(B) Upon the delivery of any Temporary Note issued in connection
with any Frojeect which has been Permanently Financed, there shall, ex-
cept as otherwlse approved by the Government, be deposited in the Debt
Service Fund any accrued interest pursuant to subsection {C) of Sec. kL09.

(¢) within sixty days after the end of each Fiscal Year, the Local
Authority shall deposit in the Debt Service Fund for the reduction of
annual contributions:

(1) A1l Residusl Receipts (not theretofore deposited in the

Debt Service Fund or applied as provided in subsections (I) and (J)

of Sec. 415) of all Projects;

(2) The mmount of the interest on each issue of Bonds bearing a

Bond Date not later than seventeen months and fourteen days pricr

to the Annual Contribution Date next following the end of such

Fiscal Year, which accrued during such Fiscal Year after {a) the

date which is six months af'ter the Bond Date of each such 1ssue

of Bonds or {b) the date of delivery of such issue, whichever is

the later,.up.to (a). the Date of Full Aveilability of the Project

financed by such issue or (b) the end of such Fiscal Year, which-
ever 1s the earlier; and
(3) The amount of any unpaid interest, on Permanent Notes and

Temporary Notes issued in connection with any Project which was

Permanently Financed on or before the last day of such Fiscal Year

by an issue of Bonds bearing a Bond Date not later than seventeen

months and fourteen days prior to the Annual Contribution Date next
following the end of such Fiscal Year, up to (a) the Date of Full

Availability of such Project or {b) the end of such Fiscal Year,

whichever istthe earlier.

Upon the occurrence of the event specified in subsection {C) of Sec. 417,
deposits shall be made into the Debt Service Fund for the reduction of
ennual contributions as provided in such subsection.

(D) Upon receipt from the Govermment of each Aceruing Annual Contri-
bution or installment thereof, such amount shall be deposited in the Debt
Seryice Fund,

(E) On each interest payment date of the Bonds the Fiscal Agent
shall, out of the Debt Service Fund, pay the principal and interest
meturing on the Bonds. ‘

(F) On the first day of the month next after each Annual Contri.
bution Date the Fiscal Agent shall, out of the Debt Service Fund, reim-~
burse the Local Authority for any advance {not theretofore reimbursed)
made pursuant to subsection (D) of Sec. k1l on account of interest on
issues of Bonds bearing a Bond Date not later than scventeen months and
fourteen days prior to such Annusl Contribution Date.
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(¢) On the first day of the month next after each Annual Contri-
bution Date the Fiscal Agent, after (1) paying (or making provision
for the payment of) all Bonds and Bond interest which have then become due
and payable or will becoms due and payable on the next succeeding amniversary
of the Bond Date, (2) reimbursing the Local Authority for advances as
provided in subsection (F) of this Sec. U416, and (3) making provision for
the Bond Service Carry-Over, shall, unless otherwlse approved by the
Governnent, apply -the balance in the Debt Service Fund in the following
order: First, to the payment of interest and principal of the Notes and
repayment of the expenditures in the same manper and to the same extent
as prescribed in subsection (I) of Sec. L415; and, Second, to tranafer to
the Advance Amortization Fund. In making provision for the payment of
the Bonds and Bond interest which will become due on the next succeeding
anniversary of the Bond Date and for the Bond Service Carry-Over, the
Fiscal Agent shall consider the second installment, if any, of the Accru-
ing Annual Contribution as if it had actually been paid on the Annual
Contribution Date., =

 Sec. 417. Advance Amortization Fund

(A) There shall be deposited in the Advance Amortization Fund the
following: (1) Bond premiums as provided in subsection (B) of Sec. Lllk,
(2) Temporary Note premiums as provided in subsection (C) of Sec. LO03,

(3) proceeds of the digposition of real property to the extent provided
in subsection {B) of Sec. 308, (4) amounts transferred from ths Debt
Service Fund as provided in subsection {G) of Sec. 416, (S) proceeds

of claims against insurers and others arising out of damage to or
destruction of any Project to the extent provided in subsection (E)

of Sec. 210, and (6) smounts transferred from the General Fund pursuant
to subsection (D) of Sec. LOS. o .

(B) The Fiscal Agent shall as rapidly as possible apply all monies
deposited in the Advance Amortigation Fund, as directed by the Local
Authority with the approval of the Government, (1) to the payment of
interest of the Notes and the repayment of expenditures in the same
manner and to the same extent as prescribed in subsection (I) of Sec.
415, (2) to the purchase, at not more than the cost of redemption, of
any outstanding Bonds, and {3) to the redemption of any outstanding
Bonds on the terms provided in the Bond Resolutions. All Bonds purchased
or redeemed by or on behalf of the Local Authority shall be immediately
cancelled and shall not be reissued.

(C) In the event that, sixty-one days after the end of any Fiscal
Year, it appears that the balance then on deposit in the Advance Amorti-
zation Fund, together with all monies then on deposit in the Debt Service .
Fund and together with a Fixed Annual Contribution, would be sufficient
to fully pay and retire the outstanding Bonds, Permanent Notes, Advance
Notes, and Temporary Notes issued in connection with Projects with
respect to which annual contributions have then become payable and to
repay, with interest at the applicable Loan Interest Rate, all expendi-
tures made by the Government in conmection with the development of such
Projects pursuant to Sec. 505 hereof, the Fiscal Agent shall on such
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date deposit in the Debt Service Fund for the reduction of annual
contributions the balance then remaining in the Advance Amortization

Fund, Thereafter no further deposits shall be made in the Advance
Amortization Fund, end any deposits which would, except for this subsection
(c), be madé to the Advance Amortization Fund shall be made to the Debt
Service Fund for the reduction of annual contributions.

Sec. 418. General Limitations on Annual Contributions

(A) Notwithstanding any other provision of this Contract, not
more than one annual contribution for eech year of the Maximum Contri-
bution Pericd of any Project shall he pald or made available by the
Government for such ProJect; nor shall any such annual contributions
be paid or made available for any such Projlect subsequent to the end
of the Meximum Contribution Peried of such Project.

(B) The maximum sum which may be paid or made available as annual
contributions pursuant to this Contract in any one year shall not exceed
the Fixed Annual Contribution determined pursuant to subsection {C) of
Sec, b415.

(C) The Local Authority shall certify as to compliance with the
provisions of Sec. 16 (2) of the Act relating to the payment of prevail-
ing salaries and wages prior to the payment of egch annual contribution

{D) No annual contribution shall be paid or made available by the
Government for any Project (except as provided in subsection (B) of
Sec. 504) unless such Project is exempt from all real and personal
property texes levied or imposed by the State, city, county, or other
political subdivision.

(E) No annual contributions shall be paid or made available by the
Government for any Project (except as provided in subsection (B) of
Sec. 504) in the event of the acquisition of such Project by a third
party in any manner including a bona flde foreclosure under s mortgage
" or other lien,

Sec., 419. Pledge of Annual Contributions and Residual Recelpts

(A) The amounts required by subsections (B), (C), and (D) of
‘Sec. 1l to be deposited in the Debt Service Fund upon delivery of
each issue of Bonds on account of the interest on such issue of Bonds
which becomes due and payable six months and twelve months, respectively,
from the Bond Date of such issue shall be pledged to the payment of such
interest.

(B) The Accruing Annual Comtribution which is due and peyable on
each Annual Contribution Date {including the second installment thereof
if any) together with (1) the Residual Receipts as of the end of the
next preceding Fiscal Year for all Projects, {2) the aggregate Bond
Service Carry-Over, 1f any, required to be on deposit in the Debt
Service Fund on such Annual Contribution Date, and (3) all other amounts
required to be deposited 1n the Debt Service Fund for the reduction

of annual contributions during the twelve months period ending with
such Arnual Contribution Date, shall be pledged as follows:
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(1) An amount equal to the principal and interest becom-
ing due and payable during the twelve months period following

such Annual Contribution Date on each issue of Bonds bearing a

Bond Date not later than,sevénteen months and fourteen days

prior to such Annual Contribution Date shall be pledged for

the payment of such prineipal’ and interest; :

(2) An amount equal to the aggregate Bond Service Carry-

Over required to be on deposit in the Debt Service Fund on the

next succeeding Annual Contribution Date shall ‘be pledged for

the purpose of providing such Carry-Over; and
- (3) An emount equal to the sum of the portions of the

Fixed Annual Contribution as determined’ pursuant to clauses -

(1), (2), (3), and (4) of Sec. 415 {C) shall be plédged for

the payment of the interest and principal of the Permanent

Notes, Advance Notes, Temporary Notes and repeyment of expendi-

tures made by the Government pursuant to Sec, 505 in connection

with Projects with respect to which annual contributions have

then become payable, *

(C) Neither the annual contributions to be made available by the
Government hereunder nor the Residusl Receipts of the Projects shall,
without the approval of the Government be pledged for any purpose
other than as specifically provided, in this Contract

Sec. 420, Mprtgagefand Declaratiop of Trust

{A) Each Advance-Note and eachlr Permanent Note issued in connection
with any Project shall be secured, to the extent authorized or permitted
by law, by a mortgsge, deed or trust or other equivalent lien upon
such Project.

(B) Promptly upon the acquisition of the sité of any Project the
Local Authority shall execute and deliver an instrument (which may be
in the form of a declaration of trust, a trust indenture, or such other
document as may be approved by the Government), confirming and further
evidencing, among other things, the covenant of the Local Authority not
to convey or encumber the Projects except as in this Contract expressly
authorized, and shall cause such instrument and all amendments thereof
to be duly recorded or filed for record wherever necessary to give public
notice of the provisions thereof and to protect the rights and interests
of the Government and of the holders from time to time of mny of the
Bonds. The Local Authority shall furnish the Government appropriate
evidence that such recording or filing has been duly effected in accordance
with the provisions hereof. From time to time as additional real property
is acquired by the Local Authority in connection with the Projects-the
Local Authority shall promptly amend such instrument to incorporate all
such real property under the terms thereof and shall cause such instrument
as amended to be recorded or filed for record as aforesaid.
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Sec. 421, Refunding of Bonds

The Local Authority mey, with the approval of the Government,
refund any outstanding issue of Bonds upon such terms and conditions
os may be mutually agreed upon between the Local Autherity and the

Governnent.

Sec. 422. Prohibition of Other Loans

The Local Authority shall not, without the approval of the Govern-
ment, obtain, from any source vhatsoever, any loan in connection with
the Projects other than those specifically provided for under this
Contract. '

Sec. 423. Faith of the United Staotes Fledged to Payment of Annual
Contributions :

As set forth in the Act, the faith of the United States is solemnly
pledged to the payment of all annual contributions contracted for in
this Contract, and by the provisions of the Act there 15 authorized
to be appropriated in each Federal fiscal year, out of any money in
the Treasury of the United States not otherwlse appropriated, the
amounts necessary to provide for such payment.
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Article V

DEFAULTS, BREACHES, REMEDIES, ARD GENERAT, FROVISIONS

Sec. 501. Conveyance of Title or Delivery of Poseession in Fvent
of Substantial Default '

Upon the occurrence of a Substantial Default (as hereinafter
in Sec. 506 defined) in respect to the covenants or conditions to
which the Local Authority is subject hereunder, the Local Authority
ghall, at the option of the Government either (a) convey to the
Government title to the Projects as then constituted if, in the
determination of the Government (which determination shall be
final end conclusive), such conveyance of title is necessary to
achieve the purposes of the Act, or (b) deliver possession to the
Government of the Projects as then constituted.

Sec. 502, Delivery of Possession in Event of SBubstantial Breach

" " “Upon the occurrence of a Substantial Breach (as hereinafter
in Sec, 507 defined) in respect to the covenants or conditions to
wvhich the Local Authority is subject hereunder, the Local Authority
shall, upon demand by the Government, deliver possession to the
Government of the Projects as then constituted.

Sec. 503. Reconveyance or Redelivery

(A} If the Government shall eecquire title to or possession
of the Projects pursuant to Sec. 501 or Sec, 502, the Government
shall reconvey or redeliver possession of the Projects, as con-
stituted at the time of such recoaveyance or redelivery, to the
Locel Authority (if it then exists) or to its successor (if a
successor exists at the time of such reconveyance or such redelivery)
as soon ss practicsble: (1) after the Government shall be satis-
fied that all defaults and breaches with respect to tha Projects
have been cured mnd that the Projects will, in order to fulfill
the purposes of the Act, thereafter be operated in accordance with
the terms of this Contrset; or (2) after the termination of the
obligation of the Government to make annual contributions avail-
able unless there are any obllgations or covenants of the Local
Authorlty to the Government which are then in default.

(B) Upon any reconveymnce or redelivery of the Projects to
the Local Authority the Govermment shall account for all monies
which 1t has received or expended in connection therewith. If
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during the period in which the Government has held title to or possession
of the Projects, the Government has expended any of its funds in con-
nection with development or improvement of the Projects, the Local Au~-
thority at the time of the reconveyance or redelivery of the Projects
shall pay to the Government the amount of any such expenditures with
interest thereon at the applicable Loan Interest Rate to the extent that
the Government has not theretofore been reimbursed for such amount or
interest: Provided, That if the obligation of the Government to make
annual contributions under this Contract has not terminated and if any
portion of the amount which the Local Authority is obligated to pay to
the Government uvon such reconveyance or redelivery constitutes Develbp~
ment Cost, the Government shall accepnt, in lieu of payment in cash, an
Advance Note or Permanent Note for such portion.

(C) No conveyance of title and reconveyasnce thereof, or delivery
of possession and redelivery thereof, shall exhaust the right to require
a conveyance of title or delivery of possession of the Projects to the
Government pursuant to Sec. S0l or Sec. 502 upon the subsequent occurrence
of a Substantial Default or a Substantial Breach, as the case may be.

L}

Sec. 50L. Continuance of Anmual Contributions

(A} The Government hereby determines that Sec. 501 and Sec. 503 of
this Contract include provisions that are in accordance with subsection
(8) of Sec. 22 of the Act.

(B) Whenever the annual contributions, pursuant to this Contract,
have been pledged by the Local Authority as security for the payment of
the principal and interest on the Bonds or other obligations issued
pursuant to this Contract, the Government (notwithstanding any other
provisions of this Contract) shall continue to make the annual contri-
butions provided in this Contract available for the Projects so long as any
of such Bonds or obligations remsin outstanding; and, in any event, such
annual contributions shall in each year be at lesst equal to an amount
which, together with such income or other funds as are actually available
from the Projects for the purpose at the time such anrnual contribution is
made, will suffice for the payment of all instzllments, falling due
within the next succeeding twelve months, of nrincioal and interest on
the Bonds or other obligations for which the snnual contributions provided
for in this Contract have been pledged as security: Provided, That in no
case shall such annual contributions be in excess of the maximum sum
specified in this Contract, nor for longer than the remainder of the
maximum period fixed by this Contract.
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See. 505. Rights and (bligatione of Government During Tenure
Under Sec. 501 or Sec. 502

(A) During any period in which the Government holds title to
or possession of the Projects pursuent to Sec. 501 or See. 502,
it shall (1) exercise diligence in the protection of the Projects,
(2) complete the develomment of any Project or part thereof which
is substantially completed at the time of aecquisition by the
Government of such title or possession, as nearly as practicable
in accordance with the provisions of this Contract, and (3) dper~
ate all campleted Projecte or parts thereof (including Projects
or parts thereof which may be campleted by the Government) as
nearly as practicable in accordance with the provisions of this
Contract, including the carrying of insurance as described in
subsectiong (A) and (B) of Sec. 305. The Goverunment, st its
option, may complete the develgmment of any Project or any part
thereof.

(B) During any period in which the Government holds title to
or possession of the ProjJects pursuant to Sec, 501 or Sec. 502, it
may, in the name of and on behalf of the Local Authority or in ite
own name and on its own behalf, exercise any or all of the rights
and privileges of the Local Authorlty pursuent to this Contract
and perform any or all of the obligetlons and responsibilities of
the Local Authority pursuant to this Contract.

(C) Neither the conveyance of title to or the delivery of
possession of the Projects by the Locel Authority pursuant to
Sec. 501 or Sec. 502, nor the acceptance of such title or possesslon
by the Government, shall abrogate or affect in any way any indebt-
edness of the Local Authority to the Govermnment arising under this
Contract, and in no event shall any such conveyance or delivery or
any such acceptsnce be deemed to constitute payment or cancellation
of any such indebtedness.

Sec. 506. Definition of Substantial Default

For the purposes of this Comtract a "Substantial Default" is
defined to be the occurrence of any of the following events:

(1) If any Project shall cease to be exempt from all real
and personal. property taxes levied or imposed by the State, cilty,
county, or other political subdivisions, or if the Local Authority
without the approval of the Government shall make or agree to make
any payments in lieu of taxes in excess of those provided in the
Cooperation Agreement; or

(2) If the Local Authority shall default in the observance of
any of the provisions of Sec. 313, or if any Project shall be ac-
quired by any third perty in any manner including a bona fide fore-~
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closure under e mortecase or other lien held by & third party; or

(3) If the Local Authority sbell fail to furnish certifica-
tion es to complience with the provisions of Sec. 16 (2) of the
Act relsting to the peyment of preveiling selaries and wages as
required by subsection (€} of Sec. 418; or '

() 1If the Loc2l Authority shall (a) fail to maintain the
1ow-rent character of each Project as required by Sec. 202, or (b)
fail to prosecute diligently the reconstructionm, restoration, or
repair of any Projsct as reguired by Ssc. 210; and such failiure
is not remedied witkin three months after the Governmment has
notified ths Loc2l Authority thereof; or

(5) 1If ths Local Authority shall fail to comply with or to
enforce the provisions of Sec. 30L and such failure is not remedied
within 30 days:after the Government has notified the Local Authority
thereof; or

(6) 1If the Local Authority (a) is in default in the performance
or observance of any of the provisions of this Gontract or of the Act,
which default (except for the provisions of Sec. 50L}. would have the
effect of prsventing the Government from paying or making available
the armval contributions provided for in this Contract; or (b} shall
refuse or neglect to issua and sell its Bends in the amounts and at
the time required bz this Contracti; or . - S

{7) If the Local Authority shall abandon any Project, or if
the powers of the Local puthority to operate the Projects in accord=~
ance with the provisions of this Coniract are curtailed or liwmited
to an extent which will pravent accomplisiment of the objectives
of tihds Contract.

Sec. 507. Dafinition of Substaniial Breach

For the purposes of this Contract & "Substantial Breach" is
defined to be the cccurrance of eny of the following events:

(1) If the Leeal Authority in the development of any Project
has violeted, or tmkes any aciien which threatens to violate, {a)
any of the previsiona of Part One of this Contract relating to the
limitation on the cost for construction and equipment of such
Project, or (b) eny of the provisicns of subsection (F) of Sec. holy
or

{2) TIf the Locsl Authority, in violation of subsection (H)
of Sec. 407, hes (a) st eny %ime after the end of the Initial
Operating Period for any Project incurred any Operating Expendl-
tures with reespect to such Project except pursuant to end in
accordance with an aporoved Opersiing Budget for such Project, or
(t) during any Fiscal Year or cther budget period inmcurred with
respect tc any Project toiml Operating Expenditures in excess of
the amount therefor shown in en approved Operating Budget (including
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revisions thereof) governing such Fiscal Year or other budget
period; or

(3) If the Local Authority hes violated eny of the pro-
viaions of subsection {C) or (DX ‘of Sec. 401; or

{k) If there is & breach of any of the provisions relating
to the peyment of preveiling salaries and wages vhich are required
by this Contrect to be included in contracts of the Local Authority
in connection with the Projects; and such breach is not remedied
or appropriaste action to remedy the same initiated by the Local
Authority within thirty days after the Government hasm notified the
Local Authority of such breach, or if such remedial action is not
thereafter diligently prosecuted to concluslon; or

(5) Tf the Local Authority shall fail (a) to prosecute
diligently the development of any Project ae required by subsac-
tion (B) of Sec. 102 or (b) proceed with the timely development
of any Project as required in.Part Cne of thie Contract; or if
eny Project cannot be completed (a) for an amount not to exceed
the Maximm Development Cost for such Project or {b) for any other
reason; or '

(6) If, through any sction, fafilure to mct, or fault of the
Local Authority, its officers, sgenta, or employees (including the
Fiscal Agent), there shall be a defsult in the payment of any in.
stallment of the principal of or interest on any of the Bonds
when the seme shall become due (whether.at the maturity thereof or
by eall for redemption or othervise); and such default shall con-
tinue for a period of sixty daye; or

(7) If there is a flagrant default or breach by the Tocal
Authority in the performance or observance of any term, covenant,
or condition of this Contract; or

(8) TIf there is eny default or breach by the Local Authority
in the performance or observance of any term, covenant, or condi-
tion of this Contract other than the defsults or breaches anumer-
ated in Sec. 506 or in pubsections (1) through (7) of this Sec. 50T;
and 1f such default or breach has not been remedied within thirty
days (or auch longer period as may be set by the Government) after
the Government has notified the Local Authority thereof,

Sec. 508, Other Defaults or Breaches, and Other Remedies

(A) FNeither the provision of the special remedies set forth
in Sec. 501 and Sec. 502 in the event of a Substantial Dafault or
a Substantinl Breach, as the case may be, nor any exercise thereof,
8hall affect or abrogate any other remedy which may be avallsble
to the Govermment in the event of a Substantial Default, Substan.
t1lal Breach, or any other default or breach; and the Government
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may, during any period in which it holds title to or possession

of the Projects pursuasnt to Seec, 501 or Sec. 502, exsrcise any

othar remedy available to 1t, ' Neitber the definition of certain
defaults or breachas as Substantial Defaults or Substantial Breaches,
nor the provision of special remedies therefor, shall be deemed to
constitute an sgreement that any other type of default or breach
shall be considered insignificant or without remedy.

(B) If tbe Local Authority shall at any time be in default
or breach, or take any action which will result in a default or
breach, in the performance or observance of any of the terms,
covenants, and conditions of this Contrect, then the Government
shall have, to the fullest extent permitted by law (and the Local
Authority bereby confers upon tbe Government the right to ell
repedies both at law snd in equity which i1t 1s by law authorized
to 8o confer) the right (in sddition to eny rights or remedies in
this Contract specifically provided) to maintain any end all actions
at law or in equity egainst the Local Authority to enforce the
correction of any such default or breach or to enjoin many such de-
fault or breach. '

{(C) The remedies of the Covernment, whether provided by law
or by this Contract, shall be cumilaetive, and the exercise of any
one or more of such remedies shall not preclude the exercise, at
the same or different times, of any othear such remedles for the
same default or breach or for any other default or breach by the
Local Authority of any covenant or agreement on ite part contained
in this Contract.

(D) No mct of the Government (except the issuance of a waiver
in writing), nor any omission by the Government to act, shall
congtitute or be construed as a wvalver of any provision of this
Contract or of any default or breach of the Local Authority. No
waiver by the Government of a specific default or breach under
this Contract shall constitute & walver of, or an agreement to
wvaive, or a precedent for waiving, any similar default or breach
subsequantly occurting hereunder.

Sea, 509. Right of Government to Terminate Contract

The Government may at any time by notice to the Local Authority
declare thipg Contract terminated with respect to any Project which
at such time has not been Permanently Finmnced if (1) the Local
Authority has made any fraudulent or willful misrepresentation of
any material fact in eny document or data submitted to thes Govern-
ment as a basis for this Contract or as an inducemsnt to the
Government to enter into this Contract, or (2) a Substantial Default
or Substantial Breach exists in connection with any of the Projects:
Provided, That no such termination shall affect any obligation of
the Government to mske anmial contributions available pursuant to
subsection {B) of Sec. S04,
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Sec. 510, Rights of Third Parties

(A) Te Government covenants and agreeg with and for the
benefit of the holders from time to time of the Bonds and of
interest ¢claims thereunder, that it will pay the annual con-
tributions pledged as security for such Bonds end interest
pursusnt to this Contract. To enforece the performasnce by the
Goverrment of thie covenant such holdera, aa well ass the Local
Authority, shall have the right to proceed sgainst the Govern-
ment by ection st law or suilt In equity.

(B) Nothing in this Contract contained shsll be construed
as creating or justifying eny cleim against the Government by any
third party other than as provided in subsection (&) of this Sec.
510.

See, 511, Approvals and Notices

(A) Whenever under this Contract approvals, authorizations,
determinations, satisfactions, or waivers of the Governmant are
required, such approvals, suthorizations, determinations, satis-
factions, or walvers shall be effective and valid only when given
either (1} by general orders or regulations duly issued from time
to time by the Government, or (2) in specific cases, in writing,
signed by & duly authorized officer of the Government, and delivared
to the Locel Authority.

(B) Any notice or demsnd given under this Contract shall be
in writing, end signed by a duly authorized officer of the party
giving such notice or demand, Such notice or demand shall be deemed
to have been given at the time it shall have been received at the
principal office of the party to whom it 1s directed.

Sec., 512, Waiver or Amendment

Any right or remedy which the Government may have under this
Contract may be waived in writing by the Goverrment without the
‘executlion of a new or supplemental agreement; or by mrtual agree.
ment of the partles hereto this Contrect may be amended in writing:
Provided, That none of the provisions of this Contract may be '
modified or smended so ss to impalr in any way the obligation of
the Government to pay eny ennusl contributions which have been
pledged ms security for any obligations of the Local Authority.

Sec, 513. Titles and Table of Contents

The tltles of the several Articles and Sections of this Contract
and the table of contents are inserted fer convenience of reference
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only, and shall be disregarded in construing or interpreting any of
the provisions of this Contract.

Sec. 514, Severability of Provisions

If any provision of this Contrect is held invalid, the remsin.
der of this Contract shall not be affected thereby i1f such remmin.
der of this Contract would then continue to conform to the terms
of the Act,

Sec. 515. Interest of Members, Officers, or Emplo;rees of local
Authority, Members of Local Governing Body, or Other
Public Officilals

(A) Neither the Local Authority nor eny of its contractors
or thelr subcontractors shall enter into any contract, subcontract,
or arrangement, in connection with any Project or any property
included or planned to be included im any Project, in which any
member, officer, or employee of the Local Authorlty, or any member
of the governing body of the locality in which the Project is
situated, or any member of the governing body of the locality in
which the Authority was activeted, or any other public officiel of
such locallty or localities who exercieses any responsibllities or
functions with respect to the Prolect during his tenure or for oie
year thereafter has any interest, direct or indirect. TIf any such
present or former member, officer, or employee of the Local Authority,
or sny such governing body member or such gther publiec official of
such locallty or localities involuntarlly acquires or had acquired
prior to the beginning of his tenure eny such interest, and if
such interest is immedimtely disclosed to the Local Authority and
such disclosure is entered upon the minutes of the Local Authority,
the Local Authority, with the prior approvel of the Govermment
may weive the prohibition contained in this subsection: Provided,
That any such present member, officer, or employee of the Local
Authority shall not participate in eny action by the Local Authority
relating to such contract, subcontract, or arrangement.

(B) The local Authority ehall insert in all contracts entered
into in connection with any Project or any property included or
planned to be included in any ProJect, and shall requlire ita.con-
tractors to insert in each of its subcontracts, the following pro-
vision:

"No member, officer, or employee of the Local Authority,
no member of the governing body of the locality in which the
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Project is situated, no member of the governing body \
of the locallity in which the Local Authority was
activated, and no other public officisl of such local-
ity or locelitlies who exercises any funetions or rew
sponaibilities with respect to the Project, during

hie termure or for one year thereafter, shall have any
interest, direct or indirect, in this contract or the
proceeds thereof."”

(C) The provisions of the foregoing subeections (A) and (B)
of this Sec, 515 shell not be applicable to the purchase or sale
of Temporary Notes or the Bonds, or to the General Depositery
Agreement, fiscal agency sgreements, the trusteeships suthorized
under this Contract, or utility services the rates for which are
fixed or controlled by s governmental agency.

See., 516. Members of Local Authority Not Individually Iiable

No member or officer of the Local Authority shell be individ-
ually liable on any obligation assumed by the Locel Authority here-
under,

See. 517. Interest of Member of or Delegate to Congress

No member of or Delegate to the Congress of the United States
of America or Resident Commissioner shall be admitted to any share
or part of this Contract or to any benefits which may arise there-
from, .

Sec. 518. Termination of Obligations

Upon payment in full of all indebtedness of the Local Authority
in connection with any Project for which annuel contributions are
pledged, and upon payment of any other indebtedness of the Local
Authority in connection with such Project to the Government, all
obligations of the Government and the Local Authority under this
Contract with respect to such Froject shall cease and determine
except as provided in Part One of this Contract and this Contract
shall’ terminate ss to such Project. ‘
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