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sewing, food and nutrition, care of clothing, 
etc. 

Subpart D—Homebuyers 
Association (HBA) 

§ 904.301 Purpose. 
(a) It is essential that the home-

buyers have an organized vehicle for 
pursuing their common interests, for 
effectively representing the needs of 
residents in dealing with the LHA, and 
for undertaking eventual management 
responsibility for the development. Al-
though this organization, called the 
homebuyers association (HBA), shall be 
representative of the homebuyers and 
independent of the LHA, it shall be the 
responsibility of the LHA and the 
training and counseling staff to assist 
the homebuyers in their initial efforts 
at organization. 

(b) Except as noted in § 904.307, each 
Turnkey III development shall have an 
HBA. There shall be a separate HBA for 
each development or developments 
where there is a physical and financial 
community of interest. 

§ 904.302 Membership. 
Every family entitled to occupancy 

pursuant to a Homebuyers Ownership 
Opportunity Agreement and every fam-
ily which is a homeowner shall auto-
matically be a member of the HBA. 

§ 904.303 Organizing the HBA. 
(a) The HBA should be organized and 

incorporated as early in the life of the 
development as is feasible, in order to 
allow selected homebuyers an oppor-
tunity to meet each other and begin 
forging a sense of community, but in 
any case the HBA shall be organized 
and incorporated no later than the date 
on which 50 percent of the homebuyers 
have been selected. Interim officers 
and directors shall be designated as 
part of the initial organization of the 
HBA to serve until full-term officers 
and directors are elected. Such full- 
term officers and directors shall be 
elected when 60 percent of the home-
buyers are in occupancy, but, in any 
event, not later than one year from the 
date the first home is occupied. 

(b) The LHA, in cooperation with the 
CPC, if any, shall be responsible for as-
suring that competent counseling and 

training assistance pursuant to Sub-
part C of this part will be provided in 
organizing the HBA. These services 
shall be continued until the HBA is 
fully operational. 

(c) The provision of such services 
shall include at least the following 
functions: 

(1) Assembling homebuyers for initial 
orientation and planning; 

(2) Explaining to homebuyers the 
structure and functions of an HBA and 
the rights and responsibilities of the 
HBA and the LHA; 

(3) Aiding in the preparation of char-
ters, by-laws, contracts with the LHA 
and other appropriate documents; 

(4) Assisting in the formation of the 
organization, including such things as 
the initial designation of interim offi-
cers and directors and subsequent elec-
tion of full-term HBA officers and di-
rectors, and the establishment of nec-
essary committees, if any. 

(d) The LHA and the HBA shall exe-
cute an agreement recognizing the 
HBA as the official representative of 
the homebuyers, and establishing the 
functions, rights, and responsibilities 
of both parties (see Appendix II). This 
agreement shall be executed as soon as 
possible after incorporation of the 
HBA. 

§ 904.304 Functions of the HBA. 

(a) Subject to possible variations 
agreed to by the HBA and approved by 
HUD, the functions of the HBA shall 
include the following: 

(1) Representing its members, indi-
vidually and collectively, with respect 
to any deficiencies in the development 
or in the homes and with respect to ful-
fillment of the construction contract 
and related warranties; 

(2) Representing its members, indi-
vidually and collectively, in their rela-
tionships with the LHA and others in 
regard to financial matters such as 
monthly payments, credits to and 
charges against reserves, settlement 
upon vacating the home, acquisition of 
ownership, and other matters per-
taining to operation and management 
of the development; 

(3) Recommending policies and rules 
to the LHA for operation and manage-
ment including rules concerning use of 
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the common areas and community fa-
cilities; 

(4) Participating in the operation of 
official grievance mechanisms; 

(5) Advising and assisting its mem-
bers regarding procedures and practices 
relative to the Earned Home Payments 
Account and the acquisition of home-
ownership; 

(6) Participating with the LHA in 
periodic maintenance inspections of 
homes after occupancy, and making 
recommendations in case of disagree-
ments arising out of maintenance in-
spections; 

(7) Participating with the LHA in the 
selection of subsequent homebuyers; 

(8) Coordinating, supervising, or 
managing the operation of credit 
union, child care, or other supportive 
services established for the develop-
ment; 

(9) Participating with the LHA in the 
establishment and implementation of 
policies related to collection of month-
ly payments, termination of occu-
pancy, and resolution of hardship situ-
ations; and 

(10) Performing management services 
as specified under contract with the 
Authority or with the Homeowners As-
sociation and participating in other ac-
tivities pursuant to agreement with 
the LHA or with the Homeowners Asso-
ciation. 

(b) In addition, the HBA may offer 
such special services as the following: 

(1) The development of self-help such 
as consumer clubs, furniture and other 
co-ops, credit unions, transportation 
pools, and skill pools; 

(2) Assisting homebuyers in acquiring 
group insurance; 

(3) Developing programs and con-
tracting for services such as child care 
centers to be located in the community 
facility where such a facility exists; 

(4) Assisting homebuyers in their em-
ployment, especially by participating 
in skill development and apprentice-
ship programs in cooperation with 
local educational organizations; 

(5) Assisting homebuyers in planning 
the management role of the HBA and 
in negotiating any contract for man-
agement services with the LHA. 

§ 904.305 Funding of HBA. 
(a) In addition to providing the HBA 

with noncash contributions such as of-
fice space and duplicating services, the 
LHA shall make cash contributions for 
operating expenses of the HBA, in the 
amount provided for in paragraph (b) of 
this section. Until the project goes into 
management, these contributions shall 
be made from the development funds 
budgeted for the counseling and train-
ing program (see § 904.206). Thereafter, 
these contributions shall be provided 
for in the annual operating budgets of 
the LHA. 

(b) The cash contributions pursuant 
to paragraph (a) of this section shall be 
in the amount provided for in the LHA 
budget (development cost budget or an-
nual operating budget, as the case may 
be) and approved by HUD. Such con-
tributions shall be subject to whatever 
restrictions are applied by HUD to the 
funding of tenant councils generally, 
but they shall not exceed $3 per year 
per dwelling unit; provided that as an 
incentive to the HBA to provide addi-
tional funds from other sources such as 
homebuyer’s dues, contributions, reve-
nues from special projects or activities, 
etc., the LHA shall, to the extent ap-
proved by HUD in the LHA budget, 
match such additional funds beyond 
the $3 up to a maximum of $4.50, for a 
total LHA share of $7.50 where the 
total funding for the HBA is $12 or 
more. The HBA shall not be precluded 
from seeking to achieve total funding 
in excess of $12 per unit where this can 
be done with additional funds from 
sources other than the LHA. Further-
more, funding by the LHA for the nor-
mal expenses of the HBA is not to be 
confused with fees paid pursuant to 
management services contracts as de-
scribed in § 904.306. 

§ 904.306 Performing management 
services. 

The LHA may also contract with the 
HBA to perform some or all of the 
functions of project management for 
which the HBA may be better suited or 
located than the LHA. Such functions 
may include security, maintenance of 
common property, or collection of 
monthly payments. For this purpose, 
the HBA may form a management cor-
poration and the officers of the HBA 
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