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regulation issued after notice and opportunity for

public comment.

‘(B) COMMENTS SOUGHT.—The notice under subpara-
graph (A) shall seek comments as to the definitions
of the terms ‘ownership interest in’ and ‘effective
control’, as such terms are used in the definition of
the term ‘agent employed to manage such property
that has an identity of interest’.

‘(2) TMING.—A proposed rule implementing the
amendments made by this section shall be published
not later than 1 year after the date of enactment of
this Act [Oct. 27, 1997].”

§ 1437z-2. Public housing mortgages and security
interests

(a) General authorization

The Secretary may, upon such terms and con-
ditions as the Secretary may prescribe, author-
ize a public housing agency to mortgage or oth-
erwise grant a security interest in any public
housing project or other property of the public
housing agency.

(b) Terms and conditions

In making any authorization under subsection
(a), the Secretary may consider—

(1) the ability of the public housing agency
to use the proceeds of the mortgage or secu-
rity interest for low-income housing uses;

(2) the ability of the public housing agency
to make payments on the mortgage or secu-
rity interest; and

(3) such other criteria as the Secretary may
specify.

(c) No Federal liability

No action taken under this section shall result
in any liability to the Federal Government.

(Sept. 1, 1937, ch. 896, title I, §30, as added Pub.
L. 105-276, title V, §516, Oct. 21, 1998, 112 Stat.
2550.)

Statutory Notes and Related Subsidiaries

EFFECTIVE DATE

Section effective and applicable beginning upon Oct.
1, 1999, except as otherwise provided, with provision
that Secretary may implement section before such date
except to extent otherwise provided, see section 503 of
Pub. L. 105-276, set out as an Effective Date of 1998
Amendment note under section 1437 of this title.

§ 1437z-3. Pet ownership in public housing

(a) Ownership conditions

A resident of a dwelling unit in public housing
(as such term is defined in subsection (c)) may
own 1 or more common household pets or have
1 or more common household pets present in the
dwelling unit of such resident, subject to the
reasonable requirements of the public housing
agency, if the resident maintains each pet re-
sponsibly and in accordance with applicable
State and local public health, animal control,
and animal anti-cruelty laws and regulations
and with the policies established in the public
housing agency plan for the agency.

(b) Reasonable requirements
The reasonable requirements referred to in

subsection (a) may include—
(1) requiring payment of a nominal fee, a pet
deposit, or both, by residents owning or having
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pets present, to cover the reasonable operating
costs to the project relating to the presence of
pets and to establish an escrow account for ad-
ditional costs not otherwise covered, respec-
tively;
(2) limitations on the number of animals in
a unit, based on unit size;
(3) prohibitions on—
(A) types of animals that are classified as
dangerous; and
(B) individual animals, based on certain
factors, including the size and weight of the
animal; and

(4) restrictions or prohibitions based on size
and type of building or project, or other rel-
evant conditions.

(c) Pet ownership in public housing designated
for occupancy by elderly or handicapped
families

For purposes of this section, the term ‘“‘public
housing’ has the meaning given the term in sec-
tion 1437a(b) of this title, except that such term
does not include any public housing that is fed-
erally assisted rental housing for the elderly or
handicapped, as such term is defined in section
1701r-1(d) of title 12.

(d) Regulations

This section shall take effect upon the date of
the effectiveness of regulations issued by the
Secretary to carry out this section. Such regula-
tions shall be issued after notice and oppor-
tunity for public comment in accordance with
the procedure under section 553 of title 5 appli-
cable to substantive rules (notwithstanding sub-
sections (a)(2), (b)(B), and (d)(3) of such section).

(Sept. 1, 1937, ch. 896, title I, §31, as added Pub.
L. 105-276, title V, §526, Oct. 21, 1998, 112 Stat.
2568.)

Statutory Notes and Related Subsidiaries
EFFECTIVE DATE

Section effective and applicable beginning upon Oct.
1, 1999, except as otherwise provided, with provision
that Secretary may implement section before such date
except to extent otherwise provided, see section 503 of
Pub. L. 105-276, set out as an Effective Date of 1998
Amendment note under section 1437 of this title.

§ 1437z-4. Resident homeownership programs
(a) In general

A public housing agency may carry out a
homeownership program in accordance with this
section and the public housing agency plan of
the agency to make public housing dwelling
units, public housing projects, and other housing
projects available for purchase by low-income
families for use only as principal residences for
such families. An agency may transfer a unit
pursuant to a homeownership program only if
the program is authorized under this section and
approved by the Secretary.

(b) Participating units

A program under this section may cover any
existing public housing dwelling units or
projects, and may include other dwelling units
and housing owned, assisted, or operated, or oth-
erwise acquired for use under such program, by
the public housing agency.
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(c) Eligible purchasers
(1) Low-income requirement

Only low-income families assisted by a pub-
lic housing agency, other low-income families,
and entities formed to facilitate such sales by
purchasing units for resale to low-income fam-
ilies shall be eligible to purchase housing
under a homeownership program under this
section.

(2) Other requirements

A public housing agency may establish other
requirements or limitations for families to
purchase housing under a homeownership pro-
gram under this section, including require-
ments or limitations regarding employment or
participation in employment counseling or
training activities, criminal activity, partici-
pation in homeownership counseling pro-
grams, evidence of regular income, and other
requirements. In the case of purchase by an
entity for resale to low-income families, the
entity shall sell the units to low-income fami-
lies within 5 years from the date of its acquisi-
tion of the units. The entity shall use any net
proceeds from the resale and from managing
the units, as determined in accordance with
guidelines of the Secretary, for housing pur-
poses, such as funding resident organizations
and reserves for capital replacements.

(d) Right of first refusal

In making any sale under this section, the
public housing agency shall initially offer the
public housing unit at issue to the resident or
residents occupying that unit, if any, or to an
organization serving as a conduit for sales to
any such resident.

(e) Protection of nonpurchasing residents

If a public housing resident does not exercise
the right of first refusal under subsection (d)
with respect to the public housing unit in which
the resident resides, the public housing agency—

(1) shall notify the resident residing in the
unit 90 days prior to the displacement date ex-
cept in cases of imminent threat to health or
safety, consistent with any guidelines issued
by the Secretary governing such notifications,
that—

(A) the public housing unit will be sold;

(B) the transfer of possession of the unit
will occur until the resident is relocated;
and

(C) each resident displaced by such action
will be offered comparable housing—

(i) that meets housing quality standards;
(ii) that is located in an area that is gen-
erally not less desirable than the location
of the displaced resident’s housing; and
(iii) which may include—

(I) tenant-based assistance, except that
the requirement under this subclause re-
garding offering of comparable housing
shall be fulfilled by use of tenant-based
assistance only upon the relocation of
such resident into such housing;

(IT) project-based assistance; or

(ITT) occupancy in a unit owned, oper-
ated, or assisted by the public housing
agency at a rental rate paid by the resi-
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dent that is comparable to the rental
rate applicable to the unit from which
the resident is vacated;

(2) shall provide for the payment of the ac-
tual and reasonable relocation expenses of the
resident to be displaced;

(3) shall ensure that the displaced resident is
offered comparable housing in accordance with
the notice under paragraph (1);

(4) shall provide any necessary counseling
for the displaced resident; and

(5) shall not transfer possession of the unit
until the resident is relocated.

(f) Financing and assistance

A homeownership program under this section
may provide financing for acquisition of housing
by families purchasing under the program, or for
acquisition of housing by the public housing
agency for sale under the program, in any man-
ner considered appropriate by the agency (in-
cluding sale to a resident management corpora-
tion).

(g) Downpayment requirement

(1) In general

Each family purchasing housing under a
homeownership program under this section
shall be required to provide from its own re-
sources a downpayment in connection with
any loan for acquisition of the housing, in an
amount determined by the public housing
agency. Except as provided in paragraph (2),
the agency shall permit the family to use
grant amounts, gifts from relatives, contribu-
tions from private sources, and similar
amounts as downpayment amounts in such
purchase.

(2) Direct family contribution

In purchasing housing pursuant to this sec-
tion, each family shall contribute an amount
of the downpayment, from resources of the
family other than grants, gifts, contributions,
or other similar amounts referred to in para-
graph (1), that is not less than 1 percent of the
purchase price.

(h) Ownership interests

A homeownership program under this section
may provide for sale to the purchasing family of
any ownership interest that the public housing
agency considers appropriate under the pro-
gram, including ownership in fee simple, a con-
dominium interest, an interest in a limited divi-
dend cooperative, a shared appreciation interest
with a public housing agency providing financ-
ing.

(i) Resale
(1) Authority and limitation

A homeownership program under this sec-
tion shall permit the resale of a dwelling unit
purchased under the program by an eligible
family, but shall provide such limitations on
resale as the agency considers appropriate
(whether the family purchases directly from
the agency or from another entity) for the
agency to recapture—

(A) some or all of the economic gain de-
rived from any such resale occurring during
the 5-year period beginning upon purchase of
the dwelling unit by the eligible family; and
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(B) after the expiration of such 5-year pe-
riod, only such amounts as are equivalent to
the assistance provided under this section by
the agency to the purchaser.

(2) Considerations

The limitations referred to in paragraph
(1)(A) may provide for consideration of the ag-
gregate amount of assistance provided under
the program to the family, the contribution to
equity provided by the purchasing eligible
family, the period of time elapsed between
purchase under the homeownership program
and resale, the reason for resale, any improve-
ments to the property made by the eligible
family, any appreciation in the value of the
property, and any other factors that the agen-
cy considers appropriate.

(j) Net proceeds

The net proceeds of any sales under a home-
ownership program under this section remaining
after payment of all costs of the sale shall be
used for purposes relating to low-income hous-
ing and in accordance with the public housing
agency plan of the agency carrying out the pro-
gram.

(k) Homeownership assistance

From amounts distributed to a public housing
agency under the Capital Fund under section
1437g(d) of this title, or from other income
earned by the public housing agency, the public
housing agency may provide assistance to public
housing residents to facilitate the ability of
those residents to purchase a principal resi-
dence, including a residence other than a resi-
dence located in a public housing project.

() Inapplicability of disposition requirements

The provisions of section 1437p of this title
shall not apply to disposition of public housing
dwelling units under a homeownership program
under this section.

(Sept. 1, 1937, ch. 896, title I, §32, as added Pub.
L. 105-276, title V, §536, Oct. 21, 1998, 112 Stat.
2586.)

Statutory Notes and Related Subsidiaries

EFFECTIVE DATE

Section effective and applicable beginning upon Oct.
1, 1999, except as otherwise provided, with provision
that Secretary may implement section before such date
except to extent otherwise provided, see section 503 of
Pub. L. 105-276, set out as an Effective Date of 1998
Amendment note under section 1437 of this title.

§1437z-5. Required conversion of distressed pub-
lic housing to tenant-based assistance

(a) Identification of units

Each public housing agency shall identify all
public housing projects of the public housing
agency that meet all of the following require-
ments:

(1) The project is on the same or contiguous
sites.

(2) The project is determined by the public
housing agency to be distressed, which deter-
mination shall be made in accordance with
guidelines established by the Secretary, which
guidelines shall take into account the criteria
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established in the Final Report of the Na-
tional Commission on Severely Distressed
Public Housing (August 1992).

(3) The project—

(A) is identified as distressed housing
under paragraph (2) for which the public
housing agency cannot assure the long-term
viability as public housing through reason-
able modernization expenses, density reduc-
tion, achievement of a broader range of fam-
ily income, or other measures; or

(B) has an estimated cost, during the re-
maining useful life of the project, of contin-
ued operation and modernization as public
housing that exceeds the estimated cost,
during the remaining useful life of the
project, of providing tenant-based assistance
under section 1437f of this title for all fami-
lies in occupancy, based on appropriate indi-
cators of cost (such as the percentage of
total development costs required for mod-
ernization).

(b) Consultation

Each public housing agency shall consult with
the appropriate public housing residents and the
appropriate unit of general local government in
identifying any public housing projects under
subsection (a).

(c) Plan for removal of units from inventories of
PHAs

(1) Development

BEach public housing agency shall develop
and carry out a 5-year plan in conjunction
with the Secretary for the removal of public
housing units identified under subsection (a)
from the inventory of the public housing agen-
cy and the annual contributions contract.

(2) Approval

Each plan
shall—

(A) be included as part of the public hous-
ing agency plan;

(B) be certified by the relevant local offi-
cial to be in accordance with the comprehen-
sive housing affordability strategy under
title I of the Housing and Community Devel-
opment Act of 1992; and

(C) include a description of any disposition
and demolition plan for the public housing
units.

(3) Extensions

The Secretary may extend the 5-year dead-
line described in paragraph (1) by not more
than an additional 5 years if the Secretary
makes a determination that the deadline is
impracticable.

(4) Review by Secretary
(A) Failure to identify projects

If the Secretary determines, based on a
plan submitted under this subsection, that a
public housing agency has failed to identify
1 or more public housing projects that the
Secretary determines should have been iden-
tified under subsection (a), the Secretary
may designate the public housing projects to
be removed from the inventory of the public
housing agency pursuant to this section.

required under paragraph (1)
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