§3602

(b) The purposes of this chapter are to seek to
minimize the adverse impacts of condominium
and cooperative conversions particularly on the
housing opportunities of low- and moderate-in-
come and elderly and handicapped persons, to
assure fair and equitable principles are followed
in the establishment of condominium and coop-
erative opportunities, and to provide appro-
priate relief where long-term leases of recre-
ation and other cooperative- and condominium-
related facilities are determined to be uncon-
scionable.

(Pub. L. 96-399, title VI, §602, Oct. 8, 1980, 94
Stat. 1672.)
EFFECTIVE DATE

Pub. L. 96-399, title VI, §618, Oct. 8, 1980, 94 Stat. 1680,
provided that: ‘“The provisions of this title [enacting
this chapter] shall become effective upon enactment
[Oct. 8, 1980], except that section 609 [section 3608 of
this title], and the prohibition included in section 610
[section 3609 of this title] as it relates to a lease with
respect to which a cause of action may be established
under section 609, shall become effective one year after
enactment.”

SHORT TITLE
Pub. L. 96-399, title VI, §601, Oct. 8, 1980, 94 Stat. 1672,
provided that: ‘“This title [enacting this chapter] may

be cited as the ‘Condominium and Cooperative Abuse
Relief Act of 1980°.”

§3602. Conversion lending

It is the sense of the Congress that lending by
federally insured lending institutions for the
conversion of rental housing to condominiums
and cooperative housing should be discouraged
where there are adverse impacts on housing op-
portunities of the low- and moderate-income and
elderly and handicapped tenants involved.

(Pub. L. 96-399, title VI, §603, Oct. 8, 1980, 94
Stat. 1673.)

§ 3603. Definitions

For the purpose of this chapter—

(1) ‘““‘affiliate of a developer” means any per-
son who controls, is controlled by, or is under
common control with a developer. A person
‘‘controls’ a developer if the person (A) is a
general partner, officer, director, or employer
of the developer, (B) directly or indirectly or
acting in concert with one or more other per-
sons, or through one or more subsidiaries,
owns, controls, holds with power to vote, or
holds proxies representing, more then 20 per
centum of the voting interests of the devel-
oper, (C) controls in any manner the election
of a majority of the directors of the developer,
or (D) has contributed more than 20 per cen-
tum of the capital of the developer. A person
‘‘is controlled by’ a developer if the developer
(i) is a general partner, officer, director or em-
ployer of the person, (ii) directly or indirectly
or acting in concert with one or more other
persons, or through one or more subsidiaries,
owns, controls, holds with power to vote, or
holds proxies representing, more than 20 per
centum of the voting interests of the person,
(iii) controls in any manner the election of a
majority of the directors, or (iv) has contrib-
uted more than 20 per centum of the capital of
the person;
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(2) ““automatic rent increase clause’” means
a provision in a lease permitting periodic in-
creases in the fee under the lease which is ef-
fective automatically or at the sole option of
the lessor, and which provides that the fee
shall increase at the rate of an economic, com-
modity, or consumer price index or at a per-
centage rate such that the actual increases in
the rental payment over the lease term cannot
be established with specificity at the time the
lease is entered into;

(3) ‘“‘common elements’ means all portions
of the cooperative or condominium project,
other than the units designated for separate
ownership or for exclusive possession or use;

(4) ‘‘condominium association” means the
organization, whose membership consists ex-
clusively of all the unit owners in the con-
dominium project, which is, or will be respon-
sible for the operation, administration, and
management of the condominium project;

(5) ‘“‘condominium project” means real es-
tate (A) which has five or more residential
condominium units, in each residential struc-
ture, and the remaining portions of the real
estate are designated for common ownership
solely by the owners of those units, each
owner having an undivided interest in the
common elements, and (B) where such units
are or have been offered for sale or sold, di-
rectly or indirectly, through the use of any
means or instruments of transportation or
communication of interstate commerce, or the
mails;

(6) ‘“‘condominium unit” means a portion of
a condominium project designated for separate
ownership;

(7) ‘‘conversion project’” means a project,
which has five or more residential units,
which was used primarily for residential rent-
al purposes immediately prior to being con-
verted to a condominium or cooperative
project;

(8) ‘“‘convey or conveyance’’ means (A) a
transfer to a purchaser of legal title in a unit
at settlement, other than as security for an
obligation, or (B) the acquisition by a pur-
chaser of a leasehold interest for more than
five years;

(9) ‘“‘cooperative association’ means an orga-
nization that owns the record interest in the
residential cooperative property; or a lease-
hold of the residential property of a coopera-
tive project and that is responsible for the op-
eration of the cooperative project;

(10) ‘“‘cooperative project’” means real estate
(A) which has five or more residential coopera-
tive units, in each residential structure, sub-
ject to separate use and possession by one or
more individual cooperative unit owners
whose interest in such units and in the undi-
vided assets of the cooperative association
which are appurtenant to the unit are evi-
denced by a membership or share interest in a
cooperative association and a lease or other
muniment of title or possession granted by the
cooperative association as the owner of all the
cooperative property, and (B) an interest in
which is or has been offered for sale or lease or
sold, or leased directly or indirectly, through
use of any means or instruments of transpor-
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