§4115

§4115. Timetable for approval of plan of action
(a) Notification of deficiencies

Not later than 60 days after receipt of a plan
of action, the Secretary shall notify the owner
in writing of any deficiencies that prevent the
plan of action from being approved. If defi-
ciencies are found, such notice shall describe al-
ternative ways in which the plan may be revised
to meet the criteria for approval.

(b) Notification of approval

(1) In general

Not later than 180 days after receipt of a
plan of action, or such longer period as the
owner requests, the Secretary shall notify the
owner in writing whether the plan of action,
including any revisions, is approved. If ap-
proval is withheld, the notice shall describe—

(A) the reasons for withholding approval;
and
(B) the actions that could be taken to
meet the criteria for approval.
(2) Opportunity to revise

The Secretary shall subsequently give the
owner a reasonable opportunity to revise the
plan of action and seek approval.

(c) Delayed approval

If the Secretary does not approve a plan of ac-
tion within the period under subsection (b), the
Secretary shall provide incentives and assist-
ance under this subchapter in the amount that
the owner would have received if the Secretary
had complied with such time limitations. The
preceding sentence shall not apply if the plan of
action was not approved because of deficiencies.
An owner may bring an action in the appro-
priate Federal district court to enforce this sub-
section.

(Pub. L. 100-242, title II, §225, as added Pub. L.
101-625, title VI, §601(a), Nov. 28, 1990, 104 Stat.
4266.)

§4116. Resident homeownership program
(a) Formation of resident council

Tenants seeking to purchase eligible low-in-
come housing in accordance with section 4110 of
this title shall organize a resident council for
the purpose of developing a resident homeowner-
ship program in accordance with standards es-
tablished by the Secretary. The resident council
shall work with a public or private nonprofit or-
ganization or a public body (including an agency
or instrumentality thereof). Such organization
or public body shall have experience to enable it
to help the tenants consider their options and to
develop the capacity necessary to own and man-
age the housing, where appropriate, and shall be
approved by the Secretary.

(b) Other program requirements and limitations

(1) Sales to residents

As a condition of approval of a plan of action
involving homeownership program under this
subchapter, the resident council shall prepare
a workable plan acceptable to the Secretary
for giving all residents an opportunity to be-
come owners, which plan shall identify—

(A) the price at which the resident council
intends to transfer ownership interests in, or
shares representing, units in the housing;
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(B) the factors that will influence the es-
tablishment of such price;

(C) how such price compares to the esti-
mated appraised value of the ownership in-
terests or shares;

(D) the underwriting standard the resident
council plans to use (or reasonably expects a
public or private lender to use) for potential
tenant purchasers;

(E) the financing arrangements the ten-
ants are expected to pursue or be provided;
and

(F) a workable schedule of sale (subject to
the limitations of paragraph (8)) based on es-
timated tenant incomes.

(2) Approval of method of conversion and limi-
tation on conditions of approval

The Secretary shall approve the method for
converting the housing to homeownership,
which may involve acquisition of ownership
interests in, or shares representing, the units
in a project under any arrangement deter-
mined by the Secretary to be appropriate,
such as cooperative ownership (including lim-
ited equity cooperative ownership) and fee
simple ownership (including condominium
ownership). The Secretary may not require
the prepayment of the mortgage on eligible
low-income housing for the approval of a plan
of action involving a homeownership program
for the housing.

(3) Required conditions

The Secretary shall require that the form of
homeownership impose appropriate condi-
tions, including conditions to assure that—

(A) the number of initial owners that are
very low-income, lower income, or mod-
erate-income persons at initial occupancy
meet standards required or approved by the
Secretary;

(B) occupancy charges payable by the own-
ers meet requirements established by the
Secretary;

(C) the aggregate incomes of initial and
subsequent owners and other sources of
funds for the project are sufficient to permit
occupancy charges to cover the full oper-
ating costs of the housing and any debt serv-
ice;

(D) each initial owner occupies the unit it
acquires; and

(E) the low-income affordability restric-
tions shall continue to apply to any rental
units in the housing for any period during
which such units remain rental units.

(4) Use of proceeds from sales to eligible fami-
lies

The entity that transfers ownership inter-
ests in, or shares representing, units to eligi-
ble families, or another entity specified in the
approved application, may use 50 percent of
the proceeds, if any, from the initial sale for
costs of the homeownership program, includ-
ing improvements to the project, operating
and replacement reserves for the project, addi-
tional homeownership opportunities in the
project, and other project-related activities
approved by the Secretary. The remaining 50
percent of such proceeds shall be returned to
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