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1 25 or 30, as applicable. 

for the Homeownership Opportunity Pro-
gram for Low-Income Families (Turnkey III) 
as prescribed by the Government. The Local 
Authority shall enter into an agreement 
with the occupant of each dwelling unit in 
the Project which agreement shall be in the 
form of the Homebuyers Ownership Oppor-
tunity Agreement approved by the Govern-
ment, which form provides an opportunity 
for the acquisition of ownership of the dwell-
ing unit by each occupant who has performed 
all of the obligations and conditions prece-
dent imposed upon him by such agreement. 
Upon conveyance of any such dwelling unit, 
the Local Authority’s outstanding obliga-
tions in respect to the Project shall be re-
duced by the amount received for such con-
veyance, and the Government’s obligation 
for payment of annual contributions in re-
spect to the Project shall be reduced by the 
amount allocable to the initial purchase 
price of the dwelling unit. The term ‘‘initial 
purchase price’’ as used in these Special Pro-
visions shall have the same meaning as in 
the Homebuyers Ownership Opportunity 
Agreement, and the term ‘‘dwelling unit’’ 
shall have the same meaning as the term 
‘‘Home’’ used in the Homebuyers Ownership 
Opportunity Agreement. 

(2) Failure of the Local Authority to enter 
into such Homebuyers Ownership Oppor-
tunity Agreements at the time and in the 
form as required by the Government, failure 
to perform any such agreement, and failure 
to meet any of its obligations under these 
Special Provisions shall constitute a Sub-
stantial Default under this Contract. 

(3) The books of account and records of the 
Local Authority shall be maintained to meet 
the requirements of the Homebuyers Owner-
ship Opportunity Agreement as well as the 
other provisions of this Contract and in such 
manner as will at all times show the oper-
ating receipts, operating expenditures, re-
serves, residual receipts, and other required 
accounts for the Project separate and dis-
tinct from all other Projects under this Con-
tract. 

(4) As of the Date of Full Availability, or 
at such earlier date as the Government may 
require, the Local Authority shall determine 
and submit to the Government for its ap-
proval the amount below which the Develop-
ment Cost of the Project will in no event 
fall. Upon approval thereof by the Govern-
ment, such amount shall constitute and be 
known as the ‘‘Minimum Development Cost’’ 
of the Project. The Local Authority shall 
issue its Project Loan Notes, Permanent 
Notes or Project Notes as the Government 
may require to finance the Minimum Devel-
opment Cost. On each Annual Contribution 
Date the Government shall pay an annual 
contribution for the Project in an amount 
equal to the Maximum Contribution Per-
centage of the latest approved Minimum De-
velopment Cost. The first annual contribu-

tion shall be paid or made available as of the 
next Annual Contribution Date following the 
approval of the Minimum Development Cost 
of the Project. 

(5) Notwithstanding section 403(A)(4), the 
term ‘‘Development Cost’’ shall include in-
terest on that portion of borrowed monies al-
locable to the Project for the period ending 
with the Date of Full Availability or such 
earlier date as may be specifically approved 
by the Government. 

(6) (a) During the l

1 year Maximum Con-
tribution Period established for the Project, 
the Local Authority shall, within 60 days 
after the end of each Fiscal Year, pay to the 
Government all Residual Receipts of the 
Project for such Fiscal Year for application 
to the reduction of Annual Contributions 
payable by the Government with respect to 
the Project. 

(b) During the period of years immediately 
following and equal to the Maximum Con-
tribution Period established for the Project, 
the Local Authority shall, within 60 days 
after the end of each Fiscal Year, pay to the 
Government all Residual Receipts of the 
Project for such Fiscal Year. 

(c) Following the end of the Fiscal Year in 
which the last dwelling unit has been con-
veyed by the Local Authority, the balance of 
the operating reserve held by the Local Au-
thority shall be paid to the Government, pro-
vided that the aggregate amount of pay-
ments under (b) and (c) of this paragraph 
shall not exceed the aggregate amount of an-
nual contributions paid by the Government 
with respect to the Project. 

(7) No part of the Funds on deposit in the 
Debt Service Fund or the Advance Amortiza-
tion Fund with respect to any other Project 
under this Contract or the funds available 
for deposit in such Funds for such other 
Projects, shall be applied to the retirement 
of Notes issued for this Project, nor shall 
any such funds on deposit for this Project be 
used with respect to any other Project or 
Projects under this Contract. 

(8) To the extent that the provisions of this 
section conflict with other provisions of this 
Contract, the provisions of this section shall 
be controlling with respect to the Project. 

APPENDIX II TO SUBPART B OF PART 
904—HOMEBUYERS OWNERSHIP OP-
PORTUNITY AGREEMENT (TURNKEY 
III) 

(Subpart B) 

PART I 

This Agreement, made and entered into 
lllllllll, 19ll, by and between 
lllll (herein called the ‘‘Authority’’), 
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1 Fill in term of years equal to term of Pur-
chase Price Schedule (and Additional Pur-
chase Price Schedule, if applicable) (see Sec-
tion 16 or 17 of Part II as applicable). 

and lllll (herein called the ‘‘Home-
buyer’’); 

WITNESSETH: 

In consideration of the agreements and 
covenants contained in this Agreement and 
in Homebuyers Ownership Opportunity 
Agreement Part II, which is hereby incor-
porated into this Agreement by reference, 
the Authority leases to the Homebuyer the 
following described land and improvements 
thereon together with an undivided interest 
in all common areas and property (herein 
called the ‘‘Home’’) located in the llll 

Development (Project No. ll), which Home 
is identified and located as follows: [Insert 
address and legal description of location of 
Home, including rights with respect to com-
mon areas and property, and making ref-
erence to Book and Page No. in Recorder of 
Deeds Recorded]. 

A. Term of Agreement. The term of this 
Agreement shall commence on 
lllllllll, 19ll, and shall expire at 
midnight on the last day of this same cal-
endar month. Said term shall be extended 
automatically for successive periods of one 
calendar month for a total term of ll

1 
years from the first day of the next calendar 
month unless the Homebuyer acquires title 
to the home pursuant to section 16 or 17 of 
Part II, as applicable, or unless this Agree-
ment is terminated pursuant to section 24 of 
Part II. 

B. Monthly Payment. 1. Until changed in ac-
cordance with this Agreement, the Home-
buyer’s Monthly Payment shall be $ll per 
month, due and payable on or before the first 
day of each month. If liability for the 
Monthly Payment shall start on a day other 
than the first day of a calendar month, or if 
for any reason the effective date of termi-
nation occurs on other than the last day of 
the month, the Monthly Payment for such 
month shall be proportionate to the period of 
occupancy during that month. 

2. The amount of the Monthly Payment 
may be increased or decreased only by rea-
son of changes in the Rent Schedule (see sec-
tion 7c of Part II) or changes in the Home-
buyer’s family income or other cir-
cumstances (see section 7b of Part II). Any 
change in Monthly Payment shall become ef-
fective by written notice from the Authority 
to the Homebuyer as of the date specified in 
such notice, and such notice shall be deemed 
to constitute an Amendment to this Agree-
ment. 

C. Option to Purchase. In consideration of 
the covenants contained herein, the Author-
ity grants the Homebuyer an option to pur-

chase the Home for the applicable purchase 
price, to be exercised in accordance with sec-
tion 10d of Part II. 

D. Purchase Price. The Initial Purchase 
Price of this Home is $lll (this price has 
been determined in accordance with section 
16 or 17 of Part II as applicable); this amount 
shall be reduced periodically in accordance 
with the schedule (hereinafter called Pur-
chase Price Schedule) for that amount, 
which Schedule is hereby furnished the 
Homebuyer. 

E. Amount of NRMR. The balance (or def-
icit) in the NRMR on the date of this Agree-
ment is $lll. 

F. Homebuyers Association. Upon the sign-
ing of this Agreement, the Homebuyer’s fam-
ily automatically becomes a member of the 
Homebuyers Association, as provided in sec-
tion 5 of Part II. 

G. Designation of Successor. For the purpose 
of section 25 of Part II, the designee and his 
address are: —————————————————
llllllllllllllllllllllll

First Name Initial Last Name 
llllllllllllllllllllllll

Relationship 
H. Entire Agreement. THIS AGREEMENT 

(COMPRISING PARTS I AND II, THE PUR-
CHASE PRICE SCHEDULE, THE NONROU-
TINE MAINTENANCE SCHEDULE, AND 
THE PROMISSORY NOTE) IS THE ENTIRE 
AGREEMENT BETWEEN THE AUTHORITY 
AND THE HOMEBUYER, AND, EXCEPT AS 
OTHERWISE PROVIDED IN THIS AGREE-
MENT, NO CHANGES SHALL BE MADE 
OTHER THAN IN WRITING SIGNED BY 
THE AUTHORITY AND THE HOMEBUYER. 

THIS AGREEMENT is signed in duplicate, 
original for all purposes. The Homebuyer 
hereby acknowledges receipt of one of these 
signed copies. 

WITNESSES: 
llllllllllllllllllllllll

llllllllllllllllllllllll

The Authority: 
By llllllllllllllllllllll

(Official Title) 

The Homebuyer(s): 
Initial 
Subsequent 
llllllllllllllllllllllll

llllllllllllllllllllllll

PART II 

TERMS AND CONDITIONS 

1. Introduction—a. The Home. The Home de-
scribed in Part I of this Agreement is part of 
a Development, which the Authority has ac-
quired or caused to be constructed. This De-
velopment contains a number of dwelling 
units including related land, and may also 
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include common areas and property as de-
scribed in Part I for occupancy by low-in-
come families under lease-purchase agree-
ments, each in the form of this Homebuyers 
Ownership Opportunity Agreement. This De-
velopment is financed by sale of the 
Authority’s notes which will be amortized 
over the period of years specified in the An-
nual Contributions Contract relating to this 
Development. 

b. Annual Contributions Contract. The Au-
thority has entered into an Annual Contribu-
tions Contract (‘‘ACC’’) with the Department 
of Housing and Urban Development (‘‘HUD’’) 
under which the Authority will receive An-
nual Contributions provided by HUD, and 
will perform certain operational functions, 
to provide housing for the Homebuyers and 
assist the Homebuyers in achieving home-
ownership. 

c. Management. The Authority may enter 
into a contract or contracts for management 
of the Development or for performance of 
management functions, by the Homebuyers 
Association (see section 5) or others. 

d. Definitions. 
(1) The term ‘‘Authority’’ means the local 

housing authority which acquires or devel-
ops a low-rent housing development with fi-
nancial assistance from HUD, owns the 
Homes until title is transferred to the Home-
buyers, and is responsible for the manage-
ment of the homeownership opportunity pro-
gram. 

(2) The term ‘‘common property’’ means 
the nondwelling structures and equipment, 
common areas, community facilities, and in 
some cases certain component parts of dwell-
ing structures, which are contained in the 
Development: Provided, however, That in the 
case of a Development that is organized as a 
condominium or a planned unit development 
(PUD), the term ‘‘common property’’ shall 
have the meaning established by the condo-
minium or PUD documents and the State 
law pursuant to which the condominium or 
PUD is organized, under the terms, ‘‘com-
mon areas,’’ ‘‘common facilities,’’ ‘‘common 
elements,’’ ‘‘common estate,’’ or other simi-
lar terms. 

(3) The term ‘‘Development’’ means the en-
tire undertaking including all real and per-
sonal property, funds and reserves, rights, 
interests and obligations, and activities re-
lated thereto. 

(4) The term ‘‘EHPA’’ means the Earned 
Home Payments Account established and 
maintained pursuant to section 10 of the 
Agreement. 

(5) The term ‘‘Homebuyer’’ means the 
member or members of a low-income family 
who have executed a Homebuyers Ownership 
Opportunity Agreement with the Authority. 

(6) The term ‘‘Homebuyers Association’’ 
(HBA) means an organization as defined in 
section 5 of this Agreement. 

(7) The term ‘‘Homeowner’’ means a Home-
buyer who has acquired title to his Home. 

(8) The term ‘‘Homeowners Association’’ 
means an association comprised of Home-
owners, including condominium associa-
tions, having responsibilities with respect to 
common property. 

(9) The term ‘‘HUD’’ means the Depart-
ment of Housing and Urban Development 
which provides the Authority with financial 
assistance through loans and annual con-
tributions and technical assistance in devel-
opment and operation. 

(10) The term ‘‘NRMR’’ means the Nonrou-
tine Maintenance Reserve established and 
maintained pursuant to section 11 of this 
Agreement. 

(11) The term ‘‘Project’’ is used to refer to 
the Development in relation to matters spe-
cifically related to the Annual Contributions 
Contract. 

2. The Homebuyers Ownership Opportunity 
Agreement. Under this Homebuyers Owner-
ship Opportunity Agreement, the Homebuyer 
may achieve ownership of the home de-
scribed in Part I by making the required 
monthly payments and providing mainte-
nance and repairs to build up a credit in his 
Earned Home Payments Account (herein-
after called ‘‘EHPA’’). While the Homebuyer 
is performing his obligations, the purchase 
price will be reduced in accordance with the 
Purchase Price Schedule, so that, while this 
purchase price is being reduced, the Home-
buyer is increasing the amount of his EHPA. 
The Homebuyer may also make voluntary 
payments to his EHPA which will enable him 
to acquire ownership more quickly. The 
Homebuyer may take title to his Home when 
he is able to finance or pay in full the bal-
ance of the purchase price as shown on the 
Purchase Price Schedule plus the costs inci-
dental to acquiring ownership, as provided in 
section 16 or 17, as applicable. 

3. Status of Homebuyer. Until the Home-
buyer satisfies the conditions set forth in 
section 10d precedent to the exercise of his 
option to purchase the Home for the applica-
ble purchase price, the Homebuyer shall have 
the status of a lessee of the Authority from 
month to month with an obligation to build 
up such balance in his EHPA within the first 
two years of his occupancy and to continue 
adding to his EHPA thereafter. For conven-
ience the term ‘‘Homebuyer’’ also refers to 
the occupant during his status as a lessee. 

4. Counseling of Homebuyers. The Authority 
shall provide training and counseling, as re-
quired and approved by HUD. The 
Authority’s own staff and resources, existing 
community resources, a private agency 
under contract with the Authority, or any 
combination of the three, shall be utilized to 
prepare Homebuyers for the rights, respon-
sibilities, and obligations of homeownership 
including participation in the Homebuyers 
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2 There may be cases, such as where the 
homes are on scattered sites, where there is 
no Homebuyers Association but an alter-
native method for homebuyer representation 
and counseling is provided (see 24 CFR 
904.307). In such cases, section 5 and other 
portions of this Agreement referring to the 
Homebuyers Association should be modified 
to reflect the alternative method provided 
for homebuyer representation and coun-
seling. 

Association. The Homebuyer agrees to par-
ticipate in and cooperate fully in all official 
training and counseling activities. 

5. Homebuyers Association.2 Upon the sign-
ing of this Agreement, the Homebuyer’s fam-
ily automatically becomes a member of the 
Homebuyers Association having membership 
and purposes as set forth in the Articles of 
Incorporation of said Association. In the ab-
sence of a duly organized Homebuyers Asso-
ciation, the Authority shall be free to act 
without the HBA action required by this 
Agreement. 

6. Routine maintenance, repair and use of 
premises. a. Routine maintenance. The Home-
buyer shall be responsible for the routine 
maintenance of his dwelling and grounds, to 
the satisfaction of the Homebuyers Associa-
tion and the Authority. This routine mainte-
nance includes the work (labor and mate-
rials) of keeping the dwelling structure, 
grounds and equipment in good repair, condi-
tion and appearance so that they may be uti-
lized continually at their designed capacities 
and at the satisfactory level of efficiency for 
their intended purposes, and in conformity 
with the requirements of local housing codes 
and applicable regulations and guidelines of 
HUD. It includes repairs (labor and mate-
rials) to the dwelling structure, plumbing 
fixtures, dwelling equipment (such as range 
and refrigerator), shades and screens, water 
heaters, heating equipment and other com-
ponent parts of the dwelling. It also includes 
all interior painting and maintenance of the 
grounds (lot) on which the dwelling is lo-
cated. It does not include maintenance and 
replacements provided for by the Nonroutine 
Maintenance Reserve described in Section 11. 

b. Repair of damage. In addition to his obli-
gation for routine maintenance, the Home-
buyer shall be responsible for repair of any 
damage caused by the Homebuyer, members 
of his family, or visitors. 

c. Care of Home. The Homebuyer agrees to 
keep his dwelling in a sanitary condition; to 
cooperate with the Authority and the Home-
buyers Association in keeping and maintain-
ing the common area and property, including 
fixtures and equipment, in good condition 
and appearance; and to follow all rules of the 
Authority and of the Homebuyers Associa-
tion concerning the use and care of the 

dwellings and the common areas and prop-
erty. 

d. Inspections. The Homebuyer agrees to 
permit officials, employees, or agents of the 
Authority, and of the Homebuyers Associa-
tion to inspect his Home at reasonable hours 
and intervals in accordance with rules estab-
lished by the Authority and the Homebuyers 
Association. 

e. Use of Home. The Homebuyer shall not 
(1) sublet his Home without the prior written 
approval of the Authority and HUD, (2) use 
or occupy his home for any unlawful purpose 
nor for any purpose deemed hazardous by in-
surance companies on account of fire and 
other risks, or (3) provide accommodations 
(unless approved by the Homebuyers Asso-
ciation and the Authority) to boarders or 
lodgers. The Homebuyer agrees to use the 
Home only as a place to live for himself and 
his family (as identified in his initial appli-
cation or by subsequent amendment with the 
approval of the Authority), for children 
thereafter born to or adopted by members of 
such family, and for aged or widowed parents 
of the Homebuyer or spouse who may join 
the household. 

f. Obligations with respect to other persons 
and property. Neither the Homebuyer nor any 
member of his family shall interfere with 
rights of other occupants of the Develop-
ment, or damage the common property or 
the property of others, or create physical 
hazards. 

g. Structural changes. A Homebuyer shall 
not make any structural changes in or addi-
tions to his Home unless the Authority has 
first determined in writing that such change 
would not (1) impair the value of the unit, 
the surrounding units, or the Development 
as a whole, or (2) affect the use of the Home 
for residential purposes, or (3) violate HUD 
requirements as to construction and design. 
Any changes made in accordance with this 
paragraph shall be at the Homebuyer’s ex-
pense, and in the event of termination of this 
Agreement before the Homebuyer acquires 
title to the Home, whether by reason of the 
Homebuyer’s default or otherwise, the Home-
buyer shall not be entitled to any compensa-
tion on account of his having made such 
changes. 

h. Statement of condition and repair. When 
the Homebuyer moves in, the Authority 
shall inspect the Home and shall give the 
Homebuyer a written statement, to be signed 
by the Authority and the Homebuyer, of the 
condition of the Home and the equipment in 
it. Should the Homebuyer vacate, the Au-
thority shall inspect the Home and give the 
Homebuyer a written statement of the re-
pairs and other work, if any, required to put 
the Home in good condition for the next oc-
cupant (see section 10k). The Homebuyer or 
his representative, or both, may join in any 
such inspections with the Authority and the 
Homebuyer Association. 
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7. Monthly payments by Homebuyer—a. De-
termination of amount. Except as otherwise 
provided hereinafter, the Homebuyer agrees 
to pay to the Authority, so long as this 
Agreement is in effect, a required Monthly 
Payment as lease rental in an amount deter-
mined in accordance with a schedule adopted 
by the Authority and approved by HUD. Al-
though the total monthly housing cost con-
sists of the sum of the break-even amount 
(see section 8) and the debt service (payment 
of principal and interest) on the applicable 
share of the capital cost of the Development, 
the Homebuyer, so long as he qualifies as low 
income, is not required to pay the full 
amount, but is assisted by HUD annual con-
tributions. The schedule shall provide for 
payments to be based upon a percentage of 
the family’s adjusted monthly income and 
shall indicate allowances for those utilities 
which the Homebuyer will pay for directly. 

b. Changes in monthly payment due to 
changes in family income or other cir-
cumstances. The required Monthly Payment 
may be adjusted as a result of the 
Authority’s regularly or specially scheduled 
reexamination of the Homebuyer’s family in-
come and family composition. Interim 
changes may be made in accordance with the 
Authority’s policy on reexaminations, or 
under unusual circumstances, at the request 
of the Homebuyer, if both the Authority and 
the Homebuyers Association agree that such 
action is warranted. 

c. Changes in monthly payment due to 
changes in rent schedules. The required 
Monthly Payment may also be adjusted by 
changes in the required percentage of income 
to reflect (1) changes in operating expense as 
described in section 9b and (2) changes in 
utility allowances. 

d. Acceptance of monthly payment. The Au-
thority shall not refuse to accept monthly 
payments because of any other charges (i.e., 
other than overdue monthly payments) owed 
by the Homebuyer to the Authority; how-
ever, by accepting monthly payments under 
such circumstances the Authority shall not 
be deemed to have waived any of its rights 
and remedies with respect to such other 
charges. 

e. Application of monthly payment. The 
Homebuyer’s Monthly Payment shall be ap-
plied by the Authority as follows: First, to 
the credit of the Homebuyer’s EHPA pursu-
ant to section 10 below; second, to the credit 
of the Nonroutine Maintenance Reserve for 
the Home pursuant to Section 11 below; and 
third, for payment of Monthly Operating Ex-
pense, including contribution to Operating 
Reserve, as provided in section 9 below. 

8. Break-even amount—a. Definition. The 
term ‘‘Break-even Amount’’ means the min-
imum monthly amount needed to provide 
funds for: 

(1) Monthly Operating Expense, including 
provision for a contribution to Operating Re-
serve, pursuant to section 9a below; 

(2) The monthly amount to be credited to 
the Homebuyer’s EHPA pursuant to Section 
10 below; and 

(3) The monthly amount to be credited to 
the Nonroutine Maintenance Reserve for the 
Home pursuant to section 11 below. 

b. Monthly payment in excess of break-even 
amount. When the Homebuyer’s required 
Monthly Payment exceeds the applicable 
Break-even Amount, the excess shall con-
stitute additional Project income and shall 
be deposited and used in the same manner as 
other Project income. 

c. Monthly payment below break-even 
amount. When the Homebuyer’s required 
Monthly Payment is less than the applicable 
Break-even Amount, the deficit shall be ap-
plied as a reduction of that portion of the 
Monthly Payment designated for Operating 
Expense (i.e., as a reduction of project in-
come). In all such cases, the EHPA and the 
NRMR shall be credited with the amount in-
cluded in the Break-even Amount for these 
accounts. 

9. Monthly operating expense—a. Definition 
and categories of monthly operating expense. 
The term ‘‘monthly operating expense’’ 
means the monthly amount needed for the 
following purposes: 

(1) Administration. Administrative salaries, 
travel, legal expenses, office supplies, post-
age, telephone and telegraph, etc.; 

(2) Homebuyer services. Authority expenses 
in the achievement of social goals, including 
costs such as salaries, publications, pay-
ments to the HBA to assist its operation, 
contract and other costs; 

(3) Utilities. Those utilities (such as water), 
if any to be furnished by the Authority as 
part of operating expense; 

(4) Routine maintenance—Common property. 
For community building, grounds, and other 
common areas, if any. The amount required 
for routine maintenance of common property 
depends upon the type of common property 
included in the Development and the extent 
of the Authority’s responsibility for mainte-
nance (see also section 9c); 

(5) Protective services. The cost of supple-
mental protective services paid by the Au-
thority for the protection of persons and 
property; 

(6) General expense. Premiums for fire and 
other insurance, payments in lieu of taxes to 
the local taxing body, collection losses, pay-
roll taxes, etc.; 

(7) Nonroutine maintenance—Common prop-
erty (contribution to operating reserve). Ex-
traordinary maintenance of equipment appli-
cable to the community building and 
grounds, and unanticipated items for non- 
dwelling structures (see section 12). 
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b. Monthly operating expense rate. The 
monthly operating expense rate for each fis-
cal year shall be established on the basis of 
the Authority’s HUD-approved operating 
budget for that fiscal year. The operating 
budget may be revised during the course of 
the fiscal year in accordance with HUD re-
quirements. If it is subsequently determined 
that the actual operating expense for a fiscal 
year was more or less than the amount pro-
vided by the monthly operating expense es-
tablished for that fiscal year, the rate of 
monthly operating expense to be established 
for the next fiscal year may be adjusted to 
account for the difference (see section 12). 
Such adjustment may result in a change in 
the required monthly payment (see section 
7c). 

c. Provision for common property mainte-
nance. During the period the Authority is re-
sponsible for the maintenance of common 
property, the annual operating budget and 
the monthly operating expense rate shall in-
clude the amount required for routine main-
tenance of all common property in the De-
velopment, even though a number of the 
homes may have been acquired by home-
buyers. During such period, this amount 
shall be computed on the basis of the total 
number of homes in the Development (i.e., 
the annual amount budgeted for routine 
maintenance of common property shall be 
divided by the number of Homes in the De-
velopment, resulting in the annual amount 
for each Home; this figure shall in turn be di-
vided by 12 to determine the monthly 
amount to be included in the monthly oper-
ating expense (and in the break-even 
amount) for routine maintenance of common 
property). After the Homeowners Associa-
tion assumes responsibility for maintenance 
of common property, the monthly operating 
expense (and break-even amount) shall in-
clude an amount equal to the monthly as-
sessment by the homeowners association for 
the remaining homes owned by the Author-
ity (see section 11 for nonroutine mainte-
nance of common property). 

d. Posting of monthly operating expense state-
ment. A statement showing the budgeted 
monthly amount allocated in the current op-
erating budget to each operating expense 
category shall be provided to the HBA and a 
copy shall be provided to the Homebuyer 
upon request. 

10. Earned Home Payments Account 
(EHPA)—a. Credits to the account. The Au-
thority shall establish and maintain a sepa-
rate EHPA for each Homebuyer. Since the 
Homebuyer is responsible for maintaining 
his Home as provided in section 6, a portion 
of his required Monthly Payment equal to 
the Authority’s estimate, approved by HUD, 
of the monthly cost for such routine mainte-
nance, taking into consideration the relative 
type and size of the Home, shall be set aside 
in his EHPA. In addition, this account shall 

also be credited with (1) any voluntary pay-
ments made pursuant to section 10g and (2) 
any amount earned through the performance 
of maintenance pursuant to paragraph e of 
this section. All amounts received by the Au-
thority for credit to the Homebuyer’s ac-
count, including credits for performance of 
maintenance pursuant to paragraph e of this 
section, shall be held by the Authority for 
the account of the Homebuyer. 

b. Use of EHPA funds. The unused balance 
in the Homebuyer’s EHPA may be used to-
ward purchase of the Home as provided in 
section 16 or 17 as applicable, or shall be pay-
able to the Homebuyer if he leaves the 
Project as provided in paragraph k of this 
section. 

c. Charges to the account. (1) If for any rea-
son the Homebuyer is unable or fails to per-
form any item of required maintenance as 
described in section 6, the Authority shall 
arrange to have the work done in accordance 
with the procedures established by the Au-
thority and the HBA and the cost thereof 
shall be charged to the Homebuyer’s EHPA. 
Inspections of the Home shall be made joint-
ly by the Authority and the HBA. 

(2) To the extent nonroutine maintenance 
expense is made necessary by the negligence 
of the Homebuyer as determined by the HBA 
and the Authority (see section 11), the cost 
thereof shall be charged to the EHPA. 

d. Exercise of option; required amount in 
EHPA. The Homebuyer may exercise his op-
tion to buy the Home, by paying the applica-
ble purchase price pursuant to section 16 or 
17, only after satisfying the following condi-
tions precedent: 

(1) Within the first two years of his occu-
pancy, he has achieved a balance in his 
EHPA equal to 20 times the amount of the 
monthly EHPA credit as initially deter-
mined in accordance with paragraph a of this 
section; 

(2) He has met, and is continuing to meet, 
the requirements of this Agreement; 

(3) He has rendered, and is continuing to 
render, satisfactory performance of his re-
sponsibilities to the HBA. 

When the Homebuyer has met these condi-
tions precedent, the Authority shall give the 
Homebuyer a certificate to that effect. After 
achieving the required minimum EHPA bal-
ance within the first two years of his occu-
pancy, the Homebuyer shall continue to be 
obligated to provide the required mainte-
nance, thereby continuing to add to his 
EHPA. If the Homebuyer fails to meet either 
his obligation to achieve the minimum 
EHPA balance as specified or his obligation 
thereafter to continue adding to the EHPA, 
the Authority and the HBA shall investigate 
and take appropriate corrective action, in-
cluding termination of this Agreement by 
the Authority in accordance with section 24. 

e. Additional equity through other mainte-
nance. Besides the maintenance which the 
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Homebuyer must provide pursuant to section 
6, the Homebuyer may earn additional EHPA 
credits by providing in whole or in part any 
of the maintenance necessary to the common 
property of the Development or maintenance 
for which the Nonroutine Maintenance Re-
serve is established (see section 11). Such 
maintenance may be provided by the Home-
buyer and credit earned therefor only pursu-
ant to a prior written agreement between 
the Homebuyer and the Authority (or the 
Homeowners Association, depending on who 
has responsibility for maintenance of the 
property involved), covering the nature and 
scope of the work and the amount of credit 
the Homebuyer is to receive. Upon comple-
tion of such work, the agreed amount shall 
be charged to the appropriate maintenance 
account and credited to the Homebuyer’s 
EHPA. 

f. Investment of excess. When the aggregate 
amount of all EHPA balances exceeds the es-
timated reserve requirements for 90 days, the 
Authority shall notify the HBA and shall in-
vest the excess in federally-insured savings 
accounts, federally insured credit unions, 
and/or securities approved by HUD and in ac-
cordance with any recommendations made 
by the HBA. If the HBA wishes to participate 
in the investment program it should submit 
periodically to the Authority a list of HUD 
approved securities, bonds, or obligations 
which the HBA reecommends for investment 
by the Authority of the funds in the EHPAs. 
Interest earned on the investment of such 
funds shall be prorated and credited to each 
Homebuyer’s EHPA in proportion to the 
amount in each such reserve account. 

Periodically, but not less often than semi- 
annually, the Authority shall prepare a 
statement showing: (1) the aggregate amount 
of all EHPA balances; (2) the aggregate 
amount of investments (savings accounts 
and/or securities) held for the account of all 
the Homebuyers’ EHPAs, and (3) the aggre-
gate uninvested balance of all the Home-
buyers’ EHPAs. This statement shall be 
made available to any authorized representa-
tive of the HBA. 

g. Voluntary payments. To enable the Home-
buyer to acquire title to the Home within a 
shorter period, he may either periodically or 
in a lump sum voluntarily make payments 
over and above his required monthly pay-
ments. Such voluntary payments shall be de-
posited to his credit in his EHPA. 

h. Delinquent monthly payments. Under ex-
ceptional circumstances as determined by 
the HBA and the Authority, the Home-
buyer’s EHPA may be used to pay his delin-
quent required monthly payments, provided 
the amount used for this purpose does not se-
riously deplete the account and provided 
that the Homebuyer agrees to cooperate in 
such counseling as may be made available by 
the Authority or the HBA. 

i. Annual statement to homebuyer. The Au-
thority shall provide an annual statement to 
the Homebuyer specifying at least (1) the 
amount in his EHPA, and (2) the amount in 
his Nonroutine Maintenance Reserve. During 
the year, any maintenance or repair done on 
the dwelling by the Authority which is 
chargeable to the EHPA or to the Nonrou-
tine Maintenance Reserve, shall be ac-
counted for through a work order. The 
Homebuyer shall receive a copy of all such 
work orders for his Home. 

j. Withdrawal and assignment. The Home-
buyer shall have no right to assign, with-
draw, or in any way dispose of the funds in 
his EHPA except as provided in this section 
or in sections 16 and 17. 

k. Application of EHPA upon vacating of 
dwelling. (1) In the event this Agreement is 
terminated or if the Homebuyer vacates the 
Home, the Authority shall charge against 
the Homebuyer’s EHPA the amounts re-
quired to pay; (i) The amount due the Au-
thority, including the monthly payments the 
Homebuyer is obligated to pay up to the date 
he vacates; (ii) the monthly payment for the 
period the Home is vacant, not to exceed 30 
days from the date of notice of intention to 
vacate, or if the Homebuyer failed to give 
notice of intention to vacate, 30 days from 
the date the Home is put in good condition 
for the next occupant in conformity with 
section 6; and (iii) the cost of any routine 
maintenance, and of any nonroutine mainte-
nance attributable to the negligence of the 
Homebuyer, required to put the Home in 
good condition for the next occupant in con-
formity with section 6. 

(2) If the Homebuyer’s EHPA balance is not 
sufficient to cover all of these charges, the 
Authority shall require the Homebuyer to 
pay the additional amount due. If the 
amount in the EHPA exceeds these charges, 
the excess shall be paid the Homebuyer. 

(3) Settlement with the Homebuyer shall 
be made promptly after the actual cost of re-
pairs to the dwelling has been determined 
(see paragraph k(1)(iii) of this section), pro-
vided that the Authority shall make every 
effort to make such settlement within 30 
days from the date the Homebuyer vacates. 
The Homebuyer may obtain a settlement 
within 7 days of the date he vacates, even 
though the actual cost of such repairs has 
not yet been determined, if he has given the 
Authority notice of intention to vacate 30 
days prior to the date he vacates and if the 
amount to be charged against his EHPA for 
such repairs is based on the Authority’s esti-
mate of the cost thereof (determined after 
consultation with the appropriate represent-
ative of the HBA). 

11. Nonroutine maintenance reserve 
(NRMR)—a. Purpose of reserve. The Authority 
shall establish and maintain a separate non-
routine maintenance reserve (NRMR) for the 
Home, using a portion of the Homebuyer’s 
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monthly payment. The purpose of the NRMR 
is to provide funds for the nonroutine main-
tenance of the Home, which consists of the 
infrequent and costly items of maintenance 
and replacement shown on the Nonroutine 
Maintenance Schedule for the Home (see 
paragraph b of this section). Such mainte-
nance may include the replacement of dwell-
ing equipment (such as range and refrig-
erator), replacement of roof, exterior paint-
ing, major repairs to heating and plumbing 
systems, etc. The NRMR shall not be used 
for nonroutine maintenance of common 
property, or for nonroutine maintenance re-
lating to the Home to the extent such main-
tenance is attributable to the Homebuyer’s 
negligence or to defective materials or work-
manship. 

b. Amount of reserve. The amount of the 
monthly payments to be set aside for NRMR 
shall be determined by the Authority, with 
the approval of HUD, on the basis of the Non-
routine Maintenance Schedule showing the 
amount estimated to be needed for nonrou-
tine maintenance of the Home during the 
term of this Agreement, taking into consid-
eration the type of construction and dwell-
ing equipment. This Schedule shall (1) list 
each item of nonroutine maintenance (e.g., 
range, refrigerator, plumbing, heating sys-
tem, roofing, tile flooring, exterior painting, 
etc.), (2) show for each listed item the esti-
mated frequency of maintenance or useful 
life before replacement, the estimated cost 
of maintenance or replacement (including in-
stallation) for each occasion, and the annual 
reserve requirement, and (3) show the total 
reserve requirements for all the listed items, 
on an annual and a monthly basis. This 
Schedule shall be prepared by the Authority 
and approved by HUD as part of the Submis-
sion required to determine the financial fea-
sibility of the Project. The Schedule shall be 
revised after approval of the working draw-
ings and specifications, and shall thereafter 
be reexamined annually in the light of 
changing economic conditions and experi-
ence. 

c. Charges to reserve. (1) The Authority 
shall provide the nonroutine maintenance 
necessary for the Home and the cost thereof 
shall be funded as provided in paragraph c(2) 
and c(3) of this section. Such maintenance 
may be provided by the Homebuyer but only 
pursuant to a prior written agreement with 
the Authority covering the nature and scope 
of the work and the amount of credit the 
Homebuyer is to receive. The amount of any 
credit shall, upon completion of the work, be 
credited to the Homebuyer’s EHPA and 
charged as provided in paragraph c(2) of this 
section. 

(2) The cost of nonroutine maintenance 
shall be charged to the NRMR for the Home 
except that (i) to the extent such mainte-
nance is attributable to the fault or neg-
ligence of the Homebuyer, the cost shall be 

charged to the Homebuyer’s EHPA after con-
sultation with the HBA if the Homebuyer 
disagrees, and (ii) to the extent such mainte-
nance is attributable to defective materials 
or workmanship not covered by warranty, or 
even though covered by warranty if not paid 
for through no fault or negligence of the 
Homebuyer, the cost shall be charged to the 
appropriate operating expense account of the 
Project. 

(3) In the event the amount charged 
against the NRMR exceeds the balance 
therein, the difference (deficit) shall be made 
up from continuing monthly credits to the 
NRMR based upon the Homebuyer’s monthly 
payments. If there is still a deficit when the 
Homebuyer acquires title, the Homebuyer 
shall pay such deficit at settlement. 

d. Transfer of NRMR. (1) In the event this 
Agreement is terminated, the Homebuyer 
shall not receive any balance or be required 
to pay any deficit in the NRMR. When a sub-
sequent Homebuyer moves in, the NRMR 
shall continue to be applicable to the Home 
in the same amount as if the preceding 
Homebuyer had continued in occupancy. 

(2) In the event the Homebuyer purchases 
the Home, and there remains a balance in 
the NRMR, the Authority shall pay such bal-
ance to the Homebuyer at settlement. In the 
event the Homebuyer purchases the Home 
and there is a deficit in the NRMR, the 
Homebuyer shall pay such deficit to the Au-
thority at settlement. 

e. Investment of excess. (1) When the aggre-
gate amount of the NRMR balances for all 
the Homes exceeds the estimated reserve re-
quirements for 90 days, the Authority shall 
invest the excess in federally insured savings 
accounts, federally insured credit unions, 
and/or securities approved by HUD. Income 
earned on the investment of such funds shall 
be prorated and credited to each Home-
buyer’s NRMR in proportion to the amount 
in each reserve account. 

(2) Periodically, but not less often that 
semi-annually, the Authority shall prepare a 
statement showing (i) the aggregate amount 
of all NRMR balances, (ii) the aggregate 
amount of investments (savings accounts 
and/or securities) held for the account of the 
NRMR and (iii) the aggregate uninvested 
balance of the NRMRs. A copy of this state-
ment shall be made available to any author-
ized representative of the HBA. 

12. Operating reserve—a. Purpose of reserve. 
To the extent that total operating receipts 
(including subsidies for operations) exceeds 
total operating expenditures of the Project, 
the LHA shall establish an operating reserve 
up to the maximum approved by HUD in con-
nection with its approval of the annual oper-
ating budgets for the Project. The purpose of 
this reserve is to provide funds for (1) the in-
frequent but costly items of nonroutine 
maintenance and replacements of common 
property, taking into consideration the 
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types of items which constitute common 
property, such as nondwelling structures and 
equipment, and, in certain cases, common 
elements of dwelling structures, (2) nonrou-
tine maintenance for the Homes to the ex-
tent such maintenance is attributable to de-
fective materials or workmanship not cov-
ered by warranty, (3) working capital for 
payment of a deficit in a Homebuyer’s 
NRMR, until such deficit is offset by future 
monthly payments by the Homebuyer or at 
settlement in the event the Homebuyer 
should purchase, and (4) a deficit in the oper-
ation of the Project for a fiscal year, includ-
ing a deficit resulting from monthly pay-
ments totaling less than the break-even 
amount for the Project. 

b. Nonroutine maintenance—lllll com-
mon property (contribution to operating re-
serve). The amount under this heading to be 
included in operating expense (and in the 
break-even amount) established for the fiscal 
year (see sections 8 and 9) shall be deter-
mined by the Authority, with the approval of 
HUD, on the basis of estimates of the month-
ly amount needed to accumulate an adequate 
reserve for the items described in paragraph 
a(1) of this section. This amount shall be 
subject to revision in the light of experience. 
This contribution to the Operating Reserve 
shall be made only during the period the Au-
thority is responsible for the maintenance of 
any common property; and during such pe-
riod, the amount shall be determined on the 
basis of the requirements of all common 
property in the Development in a manner 
similar to that explained in Section 9. When 
the Operating Reserve reaches the maximum 
authorized in paragraph c of this Section, 
the break-even (monthly operating expense) 
computations (see Sections 8 and 9) for the 
next and succeeding fiscal years need not in-
clude a provision for this contribution to the 
Operating Reserve unless the balance of the 
Reserve is reduced below the maximum dur-
ing any such succeeding fiscal year. 

c. Maximum operating reserve. The max-
imum operating reserve that may be re-
tained by the Authority at the end of any fis-
cal year shall be the sum of (1) one-half of 
total routine expense included in the oper-
ating budget approved for the next fiscal 
year and (2) one-third of total break-even 
amounts included in the operating budget 
approved for the next fiscal year; provided 
that such maximum may be increased if nec-
essary as determined or approved by HUD. 
Total routine expense means the sum of the 
amounts budgeted for administration, home-
buyer services. Authority-supplied utilities, 
routine maintenance of common property, 
protective services, and general expense or 
other category of day-to-day routine expense 
(see section 9 above for explanation of var-
ious categories of expense). 

d. Transfer to Homeowners Association. The 
Authority shall be responsible for and shall 

retain custody of the Operating Reserve 
until the Homeowners acquire voting control 
of the Homeowners Association (see sections 
21c and 22f). When the Homeowners acquire 
voting control, the Homeowners Association 
shall then assume full responsibility for 
management and maintenance of common 
property under a plan approved by HUD, and 
there shall be transferred to the Homeowners 
Association a portion of the Operating Re-
serve then held by the Authority, as deter-
mined by the Authority with the approval of 
HUD. 

e. Disposition of reserve. If, at the end of a 
fiscal year, there is an excess over the max-
imum Operating Reserve, this excess shall be 
applied to the operating deficit of the 
Project, if any, and any remainder shall be 
paid to HUD. Following the end of the fiscal 
year in which the last Home has been con-
veyed by the Authority, the balance of the 
Operating Reserve held by the Authority 
shall be paid to HUD, provided that the ag-
gregate amount of payments by the Author-
ity under this paragraph shall not exceed the 
aggregate amount of annual contributions 
paid by HUD with respect to the Project. 

13. Annual statement and copies of work or-
ders to homebuyer. a. The Authority shall 
maintain books of accounts and provide a 
statement at least annually to each Home-
buyer which will show (i) the amount in his 
EHPA, and (2) the amount in the NRMR for 
his Home. 

b. During the year, any maintenance or re-
pair done on the dwelling by the Authority, 
which is chargeable to the EHPA or to the 
NRMR shall be accounted for through a work 
order. The Homebuyer shall receive a copy of 
all such work orders for his Home. 

14. Insurance. a. Until transfer of title to 
the Homebuyer, the Authority shall carry all 
insurance prescribed by HUD including fire 
and extended coverage insurance upon the 
Home in such form and amount and with 
such company or companies as it determines. 
The Authority shall not carry any insurance 
on the Homebuyer’s furniture, clothing, 
automobile, or any other personal property, 
or personal liability insurance covering the 
Homebuyer. 

b. In the event the Home is damaged or de-
stroyed by fire or other casualty, the Au-
thority shall consult with the Homebuyer as 
to whether the Home shall be repaired or re-
built. If the Authority determines that the 
Home should not be repaired or rebuilt but 
the Homebuyer disagrees, the matter shall 
be submitted to HUD for final determina-
tion. If the final determination is that the 
Home should not be repaired or rebuilt, the 
Authority shall terminate this Agreement 
upon reasonable notice to the Homebuyer. In 
such case, the Homebuyer shall be paid the 
balance in his EHPA and (to assist him in 
connection with relocation expenses) the 
balance in his NRMR, less amounts, if any, 
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3 Change to 25-year period where appro-
priate pursuant to § 904.101(b)(3) of this sub-
part. 

due from him to the Authority, including 
Monthly Payments he may be obligated to 
pay. 

c. In the event of termination or if the 
Home must be vacated during the repair pe-
riod, the Authority will use its best efforts 
to assist in relocating the Homebuyer. If the 
Home must be vacated during the repair pe-
riod, Monthly Payments shall be suspended 
during the vacancy period. 

15. Eligibility for continued occupancy. a. 
The Homebuyer shall cease to be eligible for 
continued occupancy with the aid of HUD 
annual contributions when the Authority de-
termines the Homebuyer’s adjusted monthly 
income has reached, and is likely to continue 
at, a level at which the Homebuyer’s total 
payment equals or exceeds the monthly 
housing cost (see paragraph b of this sec-
tion). In such an event, if the Authority de-
termines, with HUD approval, that suitable 
financing is available, the Authority shall 
notify the Homebuyer that he or she must 
either: (1) Purchase the Home; or (2) move 
from the Development. If, however, the Au-
thority determines that, because of special 
circumstances, the family is unable to find 
decent, safe and sanitary housing within the 
family’s financial reach although making 
every reasonable effort to do so, the family 
may be permitted to remain for the duration 
of such a situation if it pays as rent a 
monthly payment consistent with its ad-
justed monthly income, in accordance with 
applicable HUD regulations prescribing rent-
al payments for families in housing assisted 
under the United States Housing Act of 1937. 
Such a monthly payment shall also be pay-
able by the family if it continues in occu-
pancy without purchasing the home because 
suitable financing is not available. 

b. The term ‘‘monthly housing cost,’’ as 
used in this section means the sum of: (1) 
The monthly debt service amount shown on 
the Purchase Price Schedule (except where 
the Homebuyer can purchase the Home by 
the method described in section 16 below); (2) 
one-twelfth of the annual real property taxes 
which the Homebuyer will be required to pay 
as a Homeowner; (3) one-twelfth of the an-
nual premium attributable to fire and ex-
tended coverage insurance carried by the Au-
thority with respect to the Home; (4) the 
current monthly per unit amount budgeted 
for routine maintenance (EHPA) and routine 
maintenance-common property; and (5) the 
current Authority and HUD approved month-
ly allowance for utilities paid for directly by 
the Homebuyer plus the monthly cost of 
utilities supplied by the Authority. 

16. Achievement of ownership by initial home-
buyer—a. Determination of initial purchase 
price. The Authority shall determine the ini-
tial purchase prices of the Homes by two 
basic steps, as follows: 

Step 1. The Authority shall take the Esti-
mated Total Development Cost (including 

the full amount for contingencies as author-
ized by HUD) of the Development as shown 
in the Development Cost Budget in effect 
upon award of the Main Construction Con-
tract or execution of the Contract of Sale, 
and shall deduct therefrom the amounts, if 
any, attributed to (1) relocation costs, (2) 
counseling and training costs, and (3) the 
cost of any community, administration or 
management facilities including the land, 
equipment and furnishings attributable to 
such facilities as set forth in the develop-
ment program for the Development. 

The resulting amount is herein called Esti-
mated Total Development Cost for Home-
buyers. 

Step 2. The Authority shall apportion the 
Estimated Total Development Cost for 
Homebuyers among all the Homes in the De-
velopment. This apportionment shall be 
made by obtaining an FHA appraisal of each 
Home, and adjusting such appraised values 
(upward or downward) by the percentage dif-
ference between the total of the appraisal for 
all the Homes and the Estimated Total De-
velopment Cost for Homebuyers. The ad-
justed amount for each Home shall be the 
Initial Purchase Price for that Home. 

b. Purchase Price Schedule. The Homebuyer 
shall be provided with a Purchase Price 
Schedule showing (1) the monthly declining 
purchase price over a 30-year period,3 com-
mencing with the initial purchase price on 
the first day of the month following the ef-
fective date of this Agreement and (2) the 
monthly debt service amount upon which the 
Schedule is based. This Schedule and debt 
service amount shall be computed on the 
basis of the initial purchase price, a 30-year 
period, 3 and a rate of interest equal to the 
minimum loan interest rate as specified in 
the Annual Contributions Contract for the 
Project on the date of HUD approval of the 
Development Cost Budget, described in para-
graph a of this section, rounded up, if nec-
essary, to the next multiple of one-fourth of 
one percent (1⁄4 percent). 

c. Methods of Purchase. (1) The Homebuyer 
may achieve ownership when the amount in 
his EHPA, plus such portion of the NRMR as 
he wishes to use for the purchase, is equal to 
the purchase price as shown at that time on 
his Purchase Price Schedule plus all Inci-
dental Costs (‘‘Incidental Costs’’ means the 
costs incidental to acquiring ownership, in-
cluding, but not limited to, the costs for a 
credit report, field survey title examination, 
title insurance, and inspections, the fees for 
attorneys other than the LHA’s attorney, 
mortgage application and organization, clos-
ing and recording, and the transfer taxes and 
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loan discount payment if any). If for any rea-
son title to the Home is not conveyed to the 
Homebuyer during the month in which such 
circumstances occur, the purchase price 
shall be fixed at the amount specified for 
such month and the Homebuyer shall be re-
funded (i) the net additions, if any, credited 
to his EHPA subsequent to such month, and 
(ii) such part of the monthly payments made 
by the Homebuyer after the purchase price 
has been fixed which exceeds the sum of the 
break-even amount attributable to the Home 
and the interest portion of the debt service 
shown in the Purchase Price Schedule. 

(2) Where the sum of the purchase price 
and Incidental Costs is greater than the 
amounts in the Homebuyer’s EHPA and 
NRMR, the Homebuyer may achieve owner-
ship by obtaining financing for or otherwise 
paying the excess amount. The purchase 
price shall be the amount shown on his Pur-
chase Price Schedule for the month in which 
the settlement date for the purchase occurs. 

d. The maximum period for achieving own-
ership shall be 30 years, but depending upon 
increases in the Homebuyer’s income and the 
amount of credit which the Homebuyer can 
accumulate through maintenance and vol-
untary payments, the period may be short-
ened accordingly. 

17. Achievement of Ownership by Subsequent 
Homebuyer—a. Definition. In the event the 
initial Homebuyer and his family vacate the 
Home before having acquired ownership, a 
subsequent occupant who enters into a 
Homebuyer’s Ownership Opportunity Agree-
ment and who is not a successor pursuant to 
section 25 is herein called ‘‘Subsequent 
Homebuyer.’’ 

b. Determination of Initial Purchase Price. 
The initial purchase price for a subsequent 
Homebuyer shall be an amount equal to (1) 
the purchase price shown in the initial 
Homebuyer’s Purchase Price Schedule as of 
the date of this Agreement with the subse-
quent Homebuyer plus (2) the amount, if 
any, by which the appraised fair market 
value of the Home determined or approved 
by HUD as of the same date, exceeds the pur-
chase price specified in (1). In the event such 
appraised value has not been determined by 
the date of execution of this Agreement, the 
amount of the Initial Purchase Price shall be 
inserted in part I, section D after this deter-
mination has been made, with appropriate 
initialling or signing by the parties. 

c. Purchase Price Schedule. The Subsequent 
Homebuyer’s Purchase Price Schedule shall 
be the same as the unexpired portion of the 
initial Homebuyer’s Purchase Price Schedule 
except that where his purchase price in-
cludes an additional amount as specified in 
paragraph b(2) of this section, the initial 
Homebuyer’s Purchase Price Schedule shall 
be followed by an Additional Purchase Price 
Schedule for such additional amount based 
upon the same monthly debt service and the 

same interest rate as applied to the initial 
Homebuyer’s Purchase Price Schedule. 

18. Transfer of Title to Homebuyer. When the 
Homebuyer is to obtain ownership, a closing 
date shall be mutually agreed upon by the 
parties. On the closing date, the Homebuyer 
shall pay the required amount of money to 
the Authority, sign the promissory note pur-
suant to section 19, and receive a deed for 
the Home. 

19. Payment Upon Resale at Profit—a. Prom-
issory Note. (1) When a Homebuyer (whether 
Initial or Subsequent Homebuyer) achieves 
ownership, he shall sign a note obligating 
him to make a payment to the Authority, 
subject to the provisions of paragraph (a)(2) 
of this section, in the event he resells his 
Home at a profit within 5 years of actual res-
idence in the Home after he becomes a 
Homeowner. If, however, the Homeowner 
should purchase and occupy another Home 
within one year (18 months in case of a 
newly constructed home) of the resale of the 
Turnkey III Home, the Authority shall re-
fund to the Homeowner the amount pre-
viously paid by him under the note, less the 
amount, if any, by which the resale price of 
the Turnkey III Home exceeds the acquisi-
tion price of the new home, provided that ap-
plication for such refund shall be made no 
later than 30 days after the date of acquisi-
tion of the new home. 

(2) The note to be signed by the Homebuyer 
pursuant to paragraph (a)(1) of this section 
shall be secured by a second mortgage. The 
initial amount of the note shall be computed 
by taking the appraised value of the Home at 
the time the Homebuyer becomes a Home-
owner and subtracting (i) the Homebuyer’s 
purchase price plus the Incidental Costs and 
(ii) the increase in value of the Home, deter-
mined by appraisal, caused by improvements 
paid for by the Homebuyer with funds from 
sources other than the EHPA or NRMR. The 
note shall provide that this initial amount 
shall be automatically reduced by 20 percent 
thereof at the end of each year of residency 
as Homeowner, with the note terminating at 
the end of the five-year period of residency, 
as determined by the Authority. To protect 
the Homeowner, the note shall provide that 
the amount payable under it shall in no 
event be more than the net profit on the re-
sale, that is, the amount by which the resale 
price exceeds the sum of (i) the Homebuyer’s 
purchase price plus the Incidental Costs, (ii) 
the costs of the resale, including commis-
sions and mortgage prepayment penalties, if 
any, and (iii) the increase in value of the 
Home, determined by appraisal, resulting 
from improvements paid for by him as a 
Homebuyer (with funds other than from the 
EHPA or NRMR) or as a Homeowner. 

(b) Residency requirements. The five-year 
note periods does not end if the Homeowner 
rents or otherwise does not use the Home as 
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4 If this Home is a Development of scat-
tered sites, delete both sections 21 and 22. If 
this Home is in a Planned Unit Development, 
delete section 22. If this Home is in a Condo-
minium, delete section 21. 

5 If this Home is a Development of scat-
tered sites, delete both sections 21 and 22. If 
this Home is in a Planned Unit Development, 
delete section 22. If this Home is in Condo-
minium, delete section 21. 

his principal place of residence for any pe-
riod within the first five years after he 
achieves ownership. Only the actual amount 
of time he is in residence is counted and the 
note shall be in effect until a total of five 
years time of residence has elapsed, at which 
time the Homeowner may request the Au-
thority to release him from the note, and the 
Authority shall do so. 

20. Responsibilities of Homeowner. After ac-
quisition of ownership, the Homeowner shall 
pay to the Authority or to the Homeowners 
Association, as appropriate, a monthly fee 
for (a) the maintenance and operation of 
community facilities including utility facili-
ties, if any, (b) the maintenance of grounds 
and other common areas, and (c) such other 
purpose as determined by the Authority or 
the Homeowners Association, as appropriate, 
including taxes and a provision for a reserve. 

21. Homeowners Association—Planned Unit 
Development (PUD) 4 

If the Development is organized as a 
planned unit development: 

a. The common areas, sidewalks, parking 
lots and other common property in the De-
velopment shall be owned and maintained as 
provided for in the approved planned unit de-
velopment (PUD) program, except that the 
Authority shall be responsible for mainte-
nance until such time as the Homeowners 
Association assumes such responsibility (see 
section 12 above). 

b. The title ultimately conveyed to the 
Homebuyer shall be subject to restrictions 
and encumbrances to protect the rights and 
property of all other Homeowners. The 
Homeowners Association shall have the right 
and obligation to enforce such restrictions 
and encumbrances and to assess Homeowners 
for the costs incurred in connection with 
common areas and property and other re-
sponsibilities. 

c. There shall be as many votes in the As-
sociation as there are Homes in the Develop-
ment, and at the outset all the voting rights 
will be held by the Authority. As each Home 
is conveyed to a Homebuyer, one vote shall 
automatically go to that Homebuyer so that 
when all the Homes have been conveyed, the 
Authority shall no longer have any interest 
in the Homeowners Association. 

d. The Authority shall not lose its major-
ity voting interest in the Association as soon 
as a majority of the Homes have been con-
veyed, unless the law of the state requires 
control to be transferred at a particular time 
or the Authority so desires. If permitted by 
state law, provisions shall be made for each 
Home owned by the Authority to carry three 

votes while each Home owned by a Home-
owner shall carry one vote. Under this 
weighted voting plan, the Authority will 
continue to have voting control until 75 per-
cent of the Homes have been acquired by 
Homeowners. However, at its discretion, the 
Authority may transfer voting control to the 
Homeowners when at least 50 percent of the 
Homes have been acquired by the Home-
owners. 

22. Homeowners Association—Condominium.5 
If the Development is organized as a condo-
minium: 

a. The Authority at the outset shall own 
each condominium unit and the undivided 
interest of such unit in the common areas. 

b. All the land, including that land under 
the housing units, shall be a part of the com-
mon areas. 

c. The Homeowners Association shall own 
no property and shall merely maintain and 
operate the common areas for the individual 
owners of the condominium units, except 
that the Authority shall be responsible for 
maintenance until such time as the Home-
owners Association assumes such responsi-
bility (see section 12 above). 

d. The percentage of undivided interest at-
tached to each condominium unit shall be 
based on the ratio of the value of the unit to 
the value of all units and shall be fixed when 
the Development is completed. This percent-
age shall determine the Homeowner’s liabil-
ity for the maintenance of the common areas 
and facilities. 

e. Each Homeowner vote in the Home-
owners Association will be identical with the 
percentage of undivided interest attached to 
his unit. 

f. The Authority shall not lose its majority 
voting interest in the Association as soon as 
units representing more than 50 percent of 
the value of all units have been conveyed, 
unless the law of the state requires control 
to be transferred at a particular time or the 
Authority so desires. For voting purposes, 
until units representing 75 percent of the 
value of all units have been acquired by 
Homeowners, the total undivided interest at-
tributable to the Homes owned by the Au-
thority shall be multiplied by three, if such 
weighted voting plan is permitted by state 
law. Under this plan, the Authority will con-
tinue to have voting control until units rep-
resenting 75 percent of the value of all units 
have been acquired by Homeowners. How-
ever, at its discretion the Authority may 
transfer voting control to the Homeowners 
when units representing at least 50 percent 
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of the value of all units have been acquired 
by the Homeowners. 

23. Relationship of Homeowners Association to 
Homebuyers Association. The Homebuyers As-
sociation and the Authority may make ar-
rangements with the Homeowners Associa-
tion to permit Homebuyers to participate in 
Homeowners Association matters which af-
fect the Homebuyers. Such arrangements 
may include rights to attend meetings and 
to participate in Homeowners Association 
deliberations and decisions. 

24. Termination of Agreement—a. Termination 
by the Authority—(1) In the event the Home-
buyer should breach this Agreement by fail-
ure to make a required Monthly Payment 
within 10 days after its due date, by mis-
representation or withholding of information 
in applying for admission or in connection 
with any subsequent reexamination of in-
come and family composition, or by failure 
to comply with any other Homebuyer obliga-
tion under this Agreement, the Authority 
may terminate this Agreement 30 days after 
giving the Homebuyer notice of its intention 
to do so in accordance with paragraph (2) of 
this section. 

(2) Notice of termination by the Authority 
shall be in writing. Such notice shall state 
(i) the reason for termination, (ii) that the 
Homebuyer may respond to the Authority, in 
writing or in person, within a specified rea-
sonable period of time regarding the reason 
for termination, (iii) that in such response 
he may be represented or accompanied by a 
person of his choice, including a representa-
tive of the HBA, (iv) that the Authority will 
consult the HBA concerning the termi-
nation, and (v) that, unless the Authority re-
scinds or modifies the notice, the termi-
nation will be effective at the end of the 30- 
day notice period. 

b. Termination by the Homebuyer. The 
Homebuyer may terminate this Agreement 
by giving the Authority 30 days notice in 
writing of his intention to terminate and to 
vacate the Home. In the event that the 
Homebuyer vacates the Home without notice 
to the Authority, this Agreement shall be 
terminated automatically and the Authority 
may dispose of, in any manner deemed suit-
able by it, any items of personal property 
left by the Homebuyer in the Home. 

c. Transfer to rental unit. (1) Inasmuch as 
the Homebuyer was found eligible for admis-
sion to the Project on the basis of having the 
necessary elements, of potential for Home-
ownership, continuation of eligibility re-
quires continuation of this potential, subject 
only to temporary unforeseen changes in cir-
cumstances. The standards of potential for 
Homeownership are the following: 

(i) Income sufficient to result in a required 
monthly payment which is not less than the 
sum of the amounts necessary to pay the 
EHPA, the NRMR, and the estimated aver-

age monthly cost of utilities attributable to 
the Home; 

(ii) Ability to meet all the obligations of a 
Homebuyer under the Homebuyers Owner-
ship Opportunity Agreement; 

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

(2) Accordingly, in the event it should de-
velop that the Homebuyer no longer meets 
one or more of these elements of Home-
ownership potential, the Authority shall in-
vestigate the circumstances and provide 
such counseling and assistance as may be 
feasible in order to help the family overcome 
the deficiency as promptly as possible. After 
a reasonable time, not to exceed 30 days from 
the date of evaluation of the results of the 
investigation, the Authority shall make a re- 
evaluation as to whether the family has re-
gained the potential for Homeownership or is 
likely to do so within a further reasonable 
time, not to exceed 30 days from the date of 
the re-evaluation. Further extension of time 
may be granted in exceptional cases, but in 
any event a final determination shall be 
made no later than 90 days from the date of 
evaluation of the results of the initial inves-
tigation. The Authority shall invite the HBA 
to participate in all investigations and eval-
uations. 

(3) If the final determination of the Au-
thority, after considering the views of the 
HBA, is that the Homebuyer should be trans-
ferred to a suitable dwelling unit in an Au-
thority rental project, the Authority shall 
give the Homebuyer written notice of the 
Authority determination of the loss of 
Homeownership potential and of the offer of 
transfer to a rental unit. The notice shall 
state that the transfer shall occur as soon as 
a suitable rental unit is available for occu-
pancy but no earlier than 30 days from the 
date of the notice, provided that an eligible 
successor for the Homebuyer unit has been 
selected by the Authority. The notice shall 
also state that if the Homebuyer should 
refuse to move under such circumstances, 
the family may be required to vacate the 
Homebuyer unit, without further notice. The 
notice shall include a statement (i) that the 
Homebuyer may respond to the Authority in 
writing or in person, within a specified rea-
sonable time, regarding the reason for the 
determination and offer of transfer, (ii) that 
in such response he may be represented or 
accompanied by a person of his choice in-
cluding a representative of the HBA, and (iii) 
that the Authority has consulted the HBA 
concerning this determination and offer of 
transfer. 

(4) When a Homebuyers Ownership Oppor-
tunity Agreement is terminated pursuant to 
this paragraph 24c, the amount in the Home-
buyer’s EHPA shall be paid in accordance 
with the provisions of paragraph 10k of this 
Agreement. 
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25. Survivorship. (1) In the event of death, 
mental incapacity or abandonment of the 
family by the Homebuyer, the person des-
ignated as the successor in part I of this 
Agreement shall succeed to the rights and 
responsibilities under the Agreement if that 
person is an occupant of the Home at the 
time of the event and is determined by the 
Authority to meet all of the standards of po-
tential for homeownership as set forth in 
section 24a. This designation may be changed 
by the Homebuyer at any time. If there is no 
such designation or the designee is no longer 
an occupant of the Home or does not meet 
the standards of potential for homeowner-
ship, the Authority may consider as the 
Homebuyer any family member who was in 
occupancy at the time of the event and who 
meets the standards of potential for home-
ownership. 

(2) If there is no qualified successor in ac-
cordance with the above, the Authority shall 
terminate the Agreement and another family 
shall be selected, except under the following 
circumstances: where a minor child or chil-
dren of the Homebuyer family are in occu-
pancy, then in order to protect their contin-
ued occupancy and opportunity for acquisi-
tion of ownership of the Home, the Authority 
may approve as occupants of the unit, an ap-
propriate adult(s) who has been appointed 
legal guardian of the children with a duty to 
perform the obligations of the Homebuyers 
Ownership Opportunity Agreement in their 
interest and behalf. 

26. Nonassignability and Use of Reserves and 
Accounts—a. Nonassignability. The Home-
buyer shall not assign this Agreement, or as-
sign, mortgage or pledge any right or inter-
est in the Home or in this Agreement includ-
ing any right or interest in any reserve or 
account, except with the prior written ap-
proval of the Authority and HUD. 

b. Use of Reserves and Accounts. It is under-
stood and agreed that the Homebuyer shall 
have no right to receive or use the money in 
any reserve or account created pursuant to 
this Agreement except for the limited pur-
poses and under the special circumstances 
set forth by the terms of this Agreement. It 
is further understood and agreed that both 
the Authority and HUD have a financial and 
a governmental interest in the Earned Home 
Payments Account and other reserves as se-
curity for the financial integrity of the De-
velopment, as a means of savings in cost to 
the Government by minimizing the amount 
and period over which HUD annual contribu-
tions must be paid, and as a means of ad-
vancing the public interest and welfare by 
assisting low-income families to achieve 
homeownership. 

27. Notices. Any notice required hereunder 
or by law shall be sufficient if delivered in 
writing to the Homebuyer personally or to 
an adult member of his family residing in 
the dwelling unit or if sent by certified mail, 

return receipt requested, properly addressed 
to the Homebuyer, postage prepaid. Notice 
to the Authority shall be in writing, and ei-
ther delivered to any Authority employee at 
the office of the Authority or sent to the Au-
thority by certified mail, properly addressed, 
postage prepaid. 

28. Grievance Procedure. All grievances or 
appeals arising under this Agreement shall 
be processed and resolved pursuant to the 
grievance procedure of the Authority, which 
procedure shall provide for participation of 
the HBA in the grievance process. This griev-
ance procedure shall be posted in the 
Authority’s Office. 

[39 FR 10966, Mar. 22, 1974. Redesignated at 49 
FR 15580, Apr. 7, 1975. Redesignated at 49 FR 
6714, Feb. 23, 1984, and amended at 49 FR 
21490, May 21, 1984] 

APPENDIX III TO SUBPART B OF PART 
904—CERTIFICATION OF HOMEBUYER 
STATUS 

(Subpart B) 

State of lllll 

County of lllll 

This is to certify that ———————————
(Homebuyer) 

of the Home located at lllllll: 
(1) Has achieved, within the first two years 

of his occupancy a balance in his Earned 
Home Payments Account (EHPA) of at least 
lllll dollars (representing 20 times the 
amount of the monthly EHPA credit applica-
ble to said Home); 

(2) Has met and is continuing to meet the 
requirements of his Homebuyers Ownership 
Opportunity Agreement; and 

(3) Has rendered and is continuing to 
render satisfactory performance of his re-
sponsibilities to the Homebuyers Associa-
tion. 

Accordingly, said Homebuyer may, upon 
payment of the purchase price, exercise the 
option to purchase the Home in accordance 
with and subject to the provisions of his 
Homebuyers Ownership Opportunity Agree-
ment. 
Housing Authority lllllllllllll

By llllllllllllllllllllll

(Signature and official title) 
(Date) llllllllll 

Homebuyers Association llllllllll

By llllllllllllllllllllll

(Signature and official title) 
(Date) llllllllll 

APPENDIX IV TO SUBPART B OF PART 
904—PROMISSORY NOTE FOR PAY-
MENT UPON RESALE BY HOMEBUYER 
AT PROFIT 

(Subpart B) 

FOR VALUE RECEIVED, —————————
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