Chapter Six – Calculating Rent and Assistance Amounts


Under the HOME regulations pertaining to tenant-based rental assistance, Grantees have some discretion in the amount of subsidy they provide on behalf of a tenant. The subsidy can be no greater, however, than the difference between a Grantee-established rent standard and 30% of the household's monthly "adjusted income." 
HCD requires that the Section 8 Rental Voucher Program Model be used for determining the level of Grantee subsidy. 
Therefore, this Chapter will not discuss the other model available under HUD.
This Chapter can be used to calculate subsidies in the HOME-funded tenant based rental assistance (TBRA) program and to comply with anti-displacement and tenant assistance requirements under the Uniform Relocation Act (URA) and Section 104(d) relocation requirements, which would apply to both CDBG and HOME.

This Chapter describes the details of a method HCD Grantees must use to determine affordable rents that are based a total tenant payment (TTP) calculation for the HUD Section 8 Certificate Program.  
This Chapter also describes how definitions of income are used to calculate tenant payments and Grantee subsidies to comply with anti-displacement and tenant assistance requirements under the Uniform Relocation Act (URA) and Section 104(d) relocation requirements. These TTP and subsidy calculations are also based upon the HUD Section 8 Certificate Program.
Establishing a Rent Standard

The Grantee must establish a rent standard for each unit size (by number of bedrooms), as part of the rental calculations discussed above. The rent 
standard established must be one that is: (1) not greater than the HUD-published Existing Housing Fair Market Rent (FMR) or the HUD-approved Area Exception Rent; or,  (2) determined locally, based on local market conditions.
Rental Voucher Model

Using the Rental Voucher Program Model assumes a fixed payment from the Grantee toward a unit's rent. The maximum 
Grantee subsidy is calculated first; and, then the tenant pays the difference between the Grantee subsidy and the rent for the unit.
Using the Rental Voucher Program Model, a Grantee establishes its rent standards by unit size for the TBRA program as a whole; and, then determines 30% of each tenant's monthly "adjusted income". The difference between these figures is the maximum amount the Grantee will pay toward the rent for the unit selected by the tenant. However, a minimum tenant payment of 10% of the tenant's monthly "annual (gross) income" is required. 
For example, the Bartowski family has been issued a 2-bedroom HOME TBRA coupon. Their annual and adjusted incomes are $22,500 and $18,300, respectively. (30% of their monthly adjusted income is $458, and 10% of their monthly annual income is $188.) They find an apartment that rents for $800 (including utilities). The Grantee's rent standard is $775. 
	The maximum Grantee subsidy is: 
	  

	     Rent standard 
	$775 

	     Less 30% of monthly adjusted
     income 
	- 458 

	     Maximum Grantee subsidy 
	$317 

	The Bartowski family share is: 
	  

	     Approved rent 
	$800 

	     Less maximum Grantee subsidy 
	- 317 

	     Bartowski payment 
	$483 


In this example, the Bartowski family pays more than 30% of their monthly adjusted income for rent because they selected a unit with rent higher than the Grantee’s rent standard. Had they found a very inexpensive unit, the requirement that the family pay at least 10% of monthly annual income might apply. 
	Approved rent 
	$500 

	Less maximum Grantee subsidy
	-317 

	Calculated tenant share 
	$183 


The Bartowski family must pay at least 10% of their monthly annual income, or $188, toward the rent. The Grantee’s contribution would, therefore, be reduced by $5. 
Exhibit 6.1 provides a sample format for computing TTP using the Rental Voucher Model.  Also, please see the Appendices for a fallible calculation worksheet.
Income Calculations for 
Antidisplacement Activities
A household that must move because it can no longer afford housing costs after completion of a federally-funded activity is considered displaced.  For instance, displacement might occur if rents are raised after CDBG or HOME funds are used to rehabilitate a rental project.
For the CDBG and HOME Programs, to avoid displacement, any increased rents that are the result of the CDBG or HOME activity cannot exceed the following:
· For low-income households (those with incomes at or below 80% of the area median, as established by HUD), the household’s TTP as calculated for the HUD Section 8 Certificate Program—the greatest of percent of monthly adjusted income, percent of monthly gross income, or the Welfare rent; or,
· For households above the low-income limit, 30% of monthly gross income.
A Grantee that chooses to use the Section 8 Certificate Program model for CDBG, NSP and HOME antidisplacement activities also assumes a TTP that is calculated by the same formula previously listed and demonstrated in Exhibit 6.2.
Replacement Housing Payments to Displaced Households
Among other assistance, displaced renter households are entitled to replacement housing payments.  In concept, the replacement housing payments are intended to make up the difference between
the household’s old base monthly rent and the amount the household must pay for housing at its new location. The formula for determining how much the household should receive varies depending on the household’s length of occupancy, its income and whether it is covered by Section 104(d) or the Uniform Relocation Act [URA]. 
Under the URA (for both low-income households and those above the low-income limit), the household’s base monthly rent is the lesser of:
· Rent and utilities the tenant paid at the displacement unit (old residence);
· 30% of monthly gross income ([annual income / 12 months] x .30); or,
· Welfare rent (applies only to welfare recipients in as-paid localities).

The Grantee must make up the difference between this ability to pay (household’s base monthly rent) and the household’s actual housing costs at the replacement unit (new residence) or a comparable rent 
established by the Grantee if the new rent is higher than the old. Exhibit 6.3 provides an example of a URA replacement housing payment calculation.
A similar calculation is made under Section 104(d). Ability to pay under Section 104(d) is, however, based on the Section 8 Total Tenant Payment formula—the greatest of 30% of monthly adjusted income, 10% of gross monthly income or welfare rent.
Exhibit 6.4 provides a sample format for calculating TTP using the Rental Certificate model.

Exhibit 6.1 – Sample Format for Computing Total Tenant Payment 

(Section 8 Voucher Model)
	15.
	Rent Standard
	15.
	
	

	16.
	
	
	
	

	
	30% of Monthly Adjusted Income
	16.
	
	

	17.
	
	
	
	

	
	Maximum Subsidy (line 15 minus line 16)
	
	 17.
	

	18.
	Rent charged for Unit
	
	
	

	
	
	  18.
	
	

	19.
	
	
	
	

	
	Utility Allowance – if any
	19.
	
	

	20.
	
	
	
	

	
	Gross Rent for the Unit (line 18 plus line 19)
	
	 20.
	

	21.
	Gross Rent minus Maximum Subsidy (line 20 minus line 17).
	
	
	

	
	
	
	 21.
	

	22.
	10% of Monthly Gross Income
	
	
	

	
	
	  22.
	
	

	
	
	
	
	

	23..
	Total Household Contribution (higher of line 21 or line 22)
	
	 23.
	

	24.
	Gross Rent minus Family Contribution (line 20 minus line 23)
	
	
	

	
	
	  24.
	
	

	
	
	
	
	

	25. 
	  Total Voucher Subsidy (lower of line 17 or line 24)
	
	 25.
	

	
	
	
	

	26.
	 Grantee Payment to Landlord (lower of line 18 or line 25)
	
	 26.
	

	
	
	
	
	

	27.
	 Household Payment to Landlord (line 18 minus line 26)
	
	 27.
	

	
	
	
	
	

	28.
	 Utility Reimbursement – if any (line 25 minus line 26)
	
	 28.
	

	
	
	
	
	

	
	
	
	
	


Exhibit 6.2 – Sample Calculation of Tenant Rents Using the Rental Certificate Method

The Cleavers have been have applied to a CDBG-funded apartment complex that uses the 

Section 8 Certificate Program model to establish rents. Their Part 5 annual and adjusted 

incomes are $22,500 and $18,300, respectively. How much rent will they pay, including utilities.

	
	
	
	
	

	The Cleavers must pay the greater of:
	
	Or
	
	

	30% of monthly adjusted income
	$458
	10% of monthly gross income
	$188
	

	($18,300/12 months) x .30
	
	($22,500/12 months) x .10
	
	

	
	
	
	
	

	Cleavers rent will be: $458

	


Exhibit 6.3 – Sample URA Replacement Housing Payment Calculation

The Simpson family is being displaced from a HOME rental project because their household size is too large for any unit in the project after its rehabilitation. The family’s current rent (including utilities) is $475 per month. The Grantee identifies a unit that is suitable to the family’s size and otherwise comparable to the unit they will be leaving. The rent for the comparable unit is $500. The Simpson family elected to move to another unit that rents for $520. This is not a welfare as-paid jurisdiction. The Simpson's annual income is $15,000/year.
The replacement payment would be calculated as follows:
	1.
	Determine the family’s ability to pay as the lesser of:
	
	

	
	30% of gross monthly income (($15,000/12 months) x .30)
	$  375

	
	Or
	
	

	
	Family’s rent and utilities at displacement unit
	$
	475

	2.
	Determine the new housing costs to be considered as the lesser of:
	
	

	
	Grantee-determined comparable unit
	$
	500

	
	Family’s rent and utilities at replacement unit
	$
	520

	3.
	Provide the family with the difference between these two amounts for a 42-month period 
	
	


	New housing costs to be considered
	$
	500

	Less family’s ability to pay
	$
	375

	
	$
	125

	Months
	x
	42

	Replacement housing payment
	$5,250


Exhibit 6.3 – Sample URA Replacement Housing Payment Calculation

The Simpson family is being displaced from a CDBG rental project because their household size is too large for any unit in the project after its rehabilitation. The family’s current rent (including utilities) is $475 per month. The Grantee identifies a unit that is suitable to the family’s size and otherwise comparable to the unit they will be leaving. The rent for the comparable unit is $500. The Simpson family elected to move to another unit that rents for $520. This is not a welfare as-paid jurisdiction. The Simpson's annual income is $15,000/year.
The replacement payment would be calculated as follows:
	1.
	Determine the family’s ability to pay as the lesser of:
	
	

	
	30% of gross monthly income (($15,000/12 months) x .30)
	$  375

	
	Or
	
	

	
	Family’s rent and utilities at displacement unit
	$
	475

	2.
	Determine the new housing costs to be considered as the lesser of:
	
	

	
	Grantee-determined comparable unit
	$
	500

	
	Family’s rent and utilities at replacement unit
	$
	520

	3
	Provide the family with the difference between these two amounts for a 42-month period 
	
	


	New housing costs to be considered
	$
	500

	Less family’s ability to pay
	$
	375

	
	$
	125

	Months
	x
	42

	Replacement housing payment
	$5,250
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