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1. Purpose. The purpose of this notice is to inform public housing
agenci es and I ndi an housing authorities (HAs) that units in HOVE-
assisted projects are considered eligible housing for famlies
recei ving Section 8 tenant-based assistance. This notice al so
provi des gui dance to HAs on determ ning Section 8 rents in
projects receiving assi stance under the HOVE program

2. Applicability. This notice applies to HAs operating the Section 8
rental voucher and rental certificate prograns. 3. Background.
There is no regul atory prohibition against Section 8 famlies
| easing units in HOVE-assisted projects. HOVE-assisted projects
are a val uabl e source of affordable housing for Section 8 renta
certificate and rental voucher famlies. However, it has cone to
the Departnent's attention that some HAs have been refusing to
provi de Section 8 tenant-based assistance to fanmlies selecting
units in HOVE-assisted projects. The reason cited for refusing to
provi de Section 8 assistance centers around rent reasonabl eness
determ nati ons under the Section 8 program and the procedures
under the HOVE program for determning the rent an owner nmay
charge for a specific unit in a HOVE-assisted project.

The HOVE program may set three different rents for units in the
same project: (I) the market rent; (2) the Hi gh HOVE rent which is
the rent that does not exceed 30 percent of the adjusted i ncone of
a fam |y whose gross incone equals 65 percent of the nmedian i ncone
of the area; and (3) the Low HOVE rent which is the rent that

does not exceed 30 percent of the gross income of a fam |y whose

i ncome equal s 50 percent of the median inconme for the area. In the
case of projects with three or nore units, or in the case of an
owner of nultiple one or two unit projects with a total of three
or nore rental units, not |ess than 20 percent of the rental units
nmust be occupied by very-low incone famlies at Low HOVE rents.

Once an owner has met the 20 percent threshold of Low HOMVE rent
units, an owner may request the HA to approve the H gh HOVE rent



for a unit identical to the one which is designated a Low HOVE
rent unit in the same building. The request for a higher rent is
consi stent with the HOVE program regul ations.

However, when the HA conducts its rent reasonabl eness test and
realizes that the owner is charging a |lower rent for the sane
unit, the HA, sonmetines, determnes that the request for the

hi gher rent is not reasonable and refuses to provide Section 8
assistance for the famly at the higher rent whether or not the
hi gher rent neets the rent reasonabl eness and fair market rent
(FMR) limtation.

4. Determining the Section 8 Contract Rent for Units Leased in HOVE-
assisted Projects .

HAs shoul d determ ne rent reasonabl eness for units in HOVE-
assisted projects the same as for any other unit |eased in the
private market. Pursuant to Section 882.106(b) of the rental
certificate programregul ations, HAs nust determ ne that rents
charged for units leased in the Section 8 program are reasonabl e
based on rents charged for conparable unassisted units in the

| ocal market and not in excess of rents currently being charged by
t he owner for conparable unassisted units. In determ ning rent
reasonabl eness in HOVE- assi sted projects, HAs may only consider
mar ket rent units as conparabl es when | ooking at rents currently
bei ng charged by the owner. Additionally, the rent approved for
the unit may not exceed the H gh HOVE rent in accordance wth
Section 92.252 of the HOVE programregul ati ons. Note exanple

bel ow

Exampl e: A HOVE- assi sted project has the followi ng rent schedul e
for 2-bedroomunits:

Hi gh HOME rent $400
Low HOMVE rent $300

The FMR is $470. The HA determ nes the reasonable rent for the
unit to be $410. The rent for the H gh HOVE units woul d be $400,
while the rents for Low HOVE units woul d be $300. $410 coul d not
be approved as the rent for the unit because it exceeds the High
HOME rent.
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