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(c) The term EHPA means the Earned
Home Payments Account established
and maintained pursuant to §904.110.

(d) The term homebuyer means the
member or members of a low-income
family who have executed a Home-
buyers Ownership Opportunity Agree-
ment with the LHA.

(e) The term homebuyers association
(HBA) means an organization as de-
fined in §904.106.

(f) The term homeowner means a
homebuyer who has acquired title to
his home.

(g) The term homeowners association
means an association comprised of
homeowners, including condominium
associations, having responsibilities
with respect to common property.

(h) The term LHA means the local
housing authority which acquires or
develops a low-rent housing develop-
ment with financial assistance from
HUD, owns the homes until title is
transferred to the homebuyers, and is
responsible for the management of the
homeownership opportunity program.

(i) The term NRMR means the Non-
routine Maintenance Reserve estab-
lished and maintained pursuant to
§904.111.

(j) The term Project is used to refer to
the development in relation to matters
specifically related to the Annual Con-
tributions Contract.

[39 FR 10966, Mar. 22, 1974, as amended at 61
FR 5214, Feb. 9, 1996]

§904.103 Development.

(a) Financial framework. The LHA
shall finance development or acquisi-
tion by sale of its notes (bond financing
shall not be used) in the amount of the
Minimum Development Cost. Payment
of the debt service on the notes is as-
sured by the HUD commitment to pro-
vide annual contributions.

(b) Maximum total development cost.
The maximum total development cost
stated in the ACC is the maximum
amount authorized for development of
a project and shall not exceed the
amount approved in accordance with
§941.406(a) of this chapter.

(c) Contractual framework. There are
three basic contracts:

(1) An Annual Contributions Con-
tract containing ‘‘Special Provisions
For Turnkey III Homeownership Op-
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portunity Project,” Form HUD-53010C
(see Appendix I);

(2) A Homebuyers Ownership Oppor-
tunity Agreement (see Appendix II)
which sets forth the respective rights
and obligations of the low-income oc-
cupants and the LHA, including condi-
tions for achieving homeownership;
and

(3) A Recognition Agreement (see Ap-
pendix II of Subpart D of this part) be-
tween the LHA and the HBA under
which the LHA agrees to recognize the
HBA as the established representative
of the homebuyers.

(d) Community Participation Committee
(CPC). In the necessary development of
citizens’ participation in and under-
standing of the Turnkey III program,
the LHA should consider formation and
use of a CPC to assist the community
and the LHA in the development and
support of the Turnkey III program.
The CPC shall be a voluntary group
comprised of representatives of the
low-income population primarily and
may also include representatives of
community service organizations.

[39 FR 10966, Mar. 22, 1974. Redesignated at 40
FR 15580, Apr. 7, 1975, and amended at 47 FR
39482, Sept. 8, 1982. Redesignated at 49 FR
6714, Feb. 23, 1984, and amended at 53 FR
41598, Oct. 24, 1988]

§904.104 Eligibility and selection of
homebuyers.

(a) Announcement of availability of
housing; fair housing marketing. (1) The
availability of housing under Turnkey
IIT shall be announced to the commu-
nity at large. Families on the waiting
list for LHA conventional rental hous-
ing who wish to be considered for Turn-
key III must apply specifically for that
program (see paragraph (d) of this sec-
tion).

(2) The LHA shall submit to HUD an
Affirmative Fair Housing Marketing
Plan and shall otherwise comply with
the provisions of the Affirmative Fair
Housing Marketing Regulations, 24
CFR part 200, subpart M, as if the LHA
were an applicant for participation in
an FHA housing program. This Plan
shall be submitted with the develop-
ment program, and no development
program may be approved without
prior approval of the Plan pursuant to
HUD procedures under said Affirmative
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Fair Housing Marketing Regulations.
If the development program has been
approved, but the Annual Contribu-
tions Contract has not been executed,
prior to the effective date of this sub-
part, an Affirmative Fair Housing Mar-
keting Plan must be approved prior to
execution of said contract.

(b) Eligibility and standards for admis-
sion. (1) Homebuyers shall be lower in-
come families that are determined to
be eligible for admission in accordance
with the provisions of 24 CFR parts 5
and 913, which prescribe income defini-
tions, income limits, and restrictions
concerning citizenship or eligible im-
migration status. The HUD-approved
standards for admission to low-rent
housing, including the LHA’s estab-
lished priorities and preferences and
the requirements for administration of
low-rent housing under Title VI of the
Civil Rights Act of 1964 (Pub. L. 88-352,
78 Stat. 241, 42 U.S.C. 2000d), shall be
applicable except that the procedures
used for homebuyer selection under
Turnkey III shall be those set forth in
this section. In carrying out these pro-
cedures the aim shall be to provide for
equal housing opportunity in such a
way as to prevent segregation or other
discrimination on the basis of race,
creed, color or national origin in ac-
cordance with the Civil Rights Act of
1964 (Pub. L. 88-352, 78 Stat. 241, 42
U.S.C. 2000d) and 1968 (Pub. L. 90-284, 82
Stat. 73, 42 U.S.C. 3601).

(2) An LHA may establish income
limits for Turnkey III which are dif-
ferent from those for its conventional
rental program: Provided That those
limits are in accord with all applicable
statutory and administrative require-
ments and are approved by HUD.

(c) Determination of eligibility and
preparation of list. The LHA, without
participation of a recommending com-
mittee (see paragraph (e)(1) of this sec-
tion), must determine the eligibility of
each applicant family in respect to the
income limits for the development (in-
cluding the requirement that the appli-
cant family disclose and verify Social
Security Numbers, as provided by 24
CFR part 750, and sign and submit con-
sent forms for the obtaining of wage
and claim information from State
Wage Information Collection Agencies,
as provided by 24 CFR part 760), and

§904.104

must then assign each eligible appli-
cant its appropriate place on a waiting
list for the development, in sequence
based upon the date of the application,
suitable type or size of unit, qualifica-
tion for a Federal preference in accord-
ance with §904.122, and factors affect-
ing preference or priority established
by the LHA’s regulations. Notwith-
standing the fact that the LHA may
not be accepting additional applica-
tions because of the length of the wait-
ing list, the LHA may not refuse to
place an applicant on the waiting list if
the applicant is otherwise eligible for
participation and claims that he or she
qualifies for a Federal preference as
provided in §904.122(c)(2), unless the
LHA determines, on the basis of the
number of applicants who are already
on the waiting list and who claim a
Federal preference, and the anticipated
number of admissions to housing under
Turnkey III, that—

(1) There is an adequate pool of appli-
cants who are likely to qualify for a
Federal preference, and

(2) It is unlikely that, on the basis of
the LHA’s system for applying the Fed-
eral preferences, the preference or pref-
erences that the applicant claims, and
the preferences claimed by applicants
on the waiting list, the applicant would
qualify for admission before other ap-
plicants on the waiting list.

(d) List of applicants. A separate list
of applicants for Turnkey III shall be
maintained, consisting of families who
specifically apply and are eligible for
admission to such housing.

(1) Dating of applications. All applica-
tions for Turnkey III shall be dated as
received.

(2) Effect on applicant status. The fil-
ing of an application for Turnkey III by
a family which is an applicant for LHA
conventional rental housing or is an
occupant of such housing shall in no
way affect its status with regard to
such rental housing. Such an applicant
shall not lose his place on the rental
housing waiting list until his applica-
tion is accepted for Turnkey III and
shall not receive any different treat-
ment or consideration with respect to
conventional rental housing because of
having applied for Turnkey III.
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(e) Determination of potential for
homeownership—(1) Recommending com-
mittee. The LHA should consider use of
a recommending committee to assist in
the establishment of objective criteria
for the determination of potential for
homeownership and in the selection of
homebuyers from the families deter-
mined to have such potential. If a rec-
ommending committee is used, it
should be composed of representatives
of the CPC (if any), the LHA and the
HBA. The LHA shall submit to the
committee prompt written justifica-
tion of any rejection of a committee
recommendation, stating grounds, the
reasonableness of which shall be in ac-
cord with applicable LHA and HUD reg-
ulations. Each member of such a com-
mittee, at the time of appointment,
shall be required to furnish the LHA
with a signed statement that the mem-
ber will (i) follow selection procedures
and policies that do not automatically
deny admission to a particular class,
that insure selection on a nondiscrim-
inatory and nonsegregated basis, and
that facilitate achievement of the an-
ticipated results for occupancy stated
in the approved Affirmative Fair Hous-
ing Marketing Plan, and (ii) maintain
strict confidentiality by not divulging
any information concerning applicants
or the deliberations of the committee
to any person except to the LHA as
necessary for purposes of the official
business of the committee.

(2) Potential for homeownership. In
order to be considered for selection, a
family must be determined to meet at
least all of the following standards of
potential for homeownership:

(i) Income sufficient to result in a re-
quired monthly payment which is not
less than the sum of the amounts nec-
essary to pay the EHPA, the NRMR,
and the estimated average monthly
cost of utilities attributable to the
home;

(ii) Ability to meet all the obliga-
tions of a homebuyer under the Home-
buyers Ownership Opportunity Agree-
ment;

(iii) At least one member gainfully
employed, or having an established
source of continuing income.

(f) Selection of homebuyers. Home-
buyers shall be selected from those
families determined to have potential
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for homeownership. Such selection
shall be made in sequence from the
waiting list established in accordance
with this section, provided that the fol-
lowing shall be assured:

(1) Selection procedures that do not
automatically deny admission to a par-
ticular class; that ensure selection on a
nondiscriminatory and nonsegregated
basis; that give a Federal preference in
accordance with §904.122; and that fa-
cilitate achievement of the anticipated
results for occupancy stated in the ap-
proved Affirmative Fair Housing Mar-
keting Plan.

(2) Achievement of an average
monthly payment for the Project, in-
cluding consideration of the avail-
ability of the Special Family Subsidy,
which is at least 10 percent more than
the breakeven amount for the Project
(see §904.108). This standard shall be
complied with both in the initial selec-
tion of homebuyers and in the subse-
quent filling of vacancies at all times
during the life of the Project. If there
is an applicant who has potential for
homeownership but whose required
monthly payment under the LHA’s
Rent Schedule would be less than the
break-even amount for the suitable size
and type of unit, such applicant may be
selected as a homebuyer, provided that
the incomes of all selected homebuyers
shall result in the required average
monthly payment of at least 10 percent
more than the break-even amount for
the Project. Such an average monthly
payment for the Project may be
achieved by selecting other low-income
families who can afford to make re-
quired monthly payments substan-
tially above the break-even amounts
for their suitable sizes and types of
units.

(g) Notification to applicants. (1) Once
a sufficient number of applicants have
been selected to assure that the provi-
sions of paragraph (f)(2) of this section
are met, the selected applicant shall be
notified of the approximate date of oc-
cupancy insofar as such date can rea-
sonably be determined.

(2) Applicants who are not selected
for a specific Turnkey III development
shall be notified in accordance with
HUD-approved procedure. The notice
shall state:
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(i) The reason for the applicant’s re-
jection (including a nonrecommenda-
tion by the recommending committee
unless the applicant has previously
been so notified by the committee);

(ii) That the applicant will be given
an information hearing on such deter-
mination, regardless of the reason for
the rejection, if the applicant makes a
request for such a hearing within a rea-
sonable time (to be specified in the no-
tice) from the date of the notice; and

(iii) For denial of assistance for fail-
ure to establish citizenship or eligible
immigration status, the applicant may
request, in addition to the informal
hearing, an appeal to the INS, in ac-
cordance with 24 CFR part 5.

(h) Eligibility for continued occupancy.
(1) A homebuyer shall cease to be eligi-
ble for continued occupancy with the
aid of HUD annual contributions when
the LHA determines that the home-
buyer’s adjusted monthly income has
reached, and is likely to continue at, a
level at which the current amount of
the homebuyer’s Total Tenant Pay-
ment, determined in accordance with
part 913 of this chapter, equals or ex-
ceeds the monthly housing cost (see
paragraph (h)(2) of this section). In
such event, if the LHA determines,
with HUD approval, that suitable fi-
nancing is available, the LHA shall no-
tify the homebuyer that he or she must
either: (1) Purchase the home or (ii)
move from the development. If, how-
ever, the LHA determines that, because
of special circumstances, the family is
unable to find decent, safe, and sani-
tary housing within the family’s finan-
cial reach although making every rea-
sonable effort to do so, the family may
be permitted to remain for the dura-
tion of such a situation if it pays as
rent an amount equal to Tenant Rent,
as determined in accordance with part
913 of this chapter. Such a monthly
payment shall also be payable by the
family if it continues in occupancy
without purchasing the home because
suitable financing is not available.

(2) The term ‘“monthly housing
cost,” as used in this paragraph, means
the sum of:

(i) The monthly debt service amount
shown on the Purchase Price Schedule
(except where the homebuyer can pur-
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chase the home by the method de-
scribed in §904.113(c)(1) of this part);

(ii) One-twelfth of the annual real
property taxes which the homebuyer
will be required to pay as a home-
owner;

(iii) One-twelfth of the annual pre-
mium attributable to fire and extended
coverage insurance carried by the LHA
with respect to the home;

(iv) The current monthly per unit
amount budgeted for routine mainte-
nance (EHPA), and for routine mainte-
nance-common property; and

(v) The current LHA and HUD ap-
proved monthly allowance for utilities
paid for directly by the homebuyer plus
the monthly cost of utilities supplied
by the LHA.

(Approved by the Office of Management and
Budget under control number 2577-0083)

[39 FR 10966, Mar. 22, 1974. Redesignated at 40
FR 15580, Apr. 7, 1975, and at 49 FR 6714, Feb.
23, 1984, and amended at 49 FR 21490, May 21,
1984; 53 FR 1172, Jan. 15, 1988; 53 FR 6601, Mar.
2, 1988; 54 FR 39710, Sept. 27, 1989; 56 FR 7544,
Feb. 22, 1991; 60 FR 14848, Mar. 20, 1995; 61 FR
13626, Mar. 27, 1996]

§904.105 Counseling of homebuyers.

The LHA shall provide counseling
and training as provided in subpart C
of this part, with funding as provided
in §904.206 of this part. Applicants for
admission shall be advised of the na-
ture of the counseling and training pro-
gram available to them and the appli-
cation for admission shall include a
statement that the family agrees to
participate and cooperate fully in all
official pre-occupancy and post-occu-
pancy training and counseling activi-
ties. Failure to participate as agreed
may result in the family not being se-
lected or retained as a homebuyer.

§904.106 Homebuyers
(HBA).

An HBA is an incorporated organiza-
tion composed of all the families who
are entitled to occupancy pursuant to a
Homebuyers Ownership Opportunity
Agreement or who are homeowners. It
is formed and organized for the pur-
poses set forth in §904.304 of this part.
The HBA shall be funded as provided in
§904.305 of this part. In the absence of a
duly organized HBA, the LHA shall be

Association
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