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APPENDI X H.  METHODOLOGY FOR ESTABLI SHI NG MAXI MUM RENT

The "maxi numrent" for public and Indian housing authorities (HAs) referred
toin Step 2 of paragraphs 11-4 and 11-5 of Qui debook 7465.7, Restrictions
on Assistance to Noncitizens, is deternmined by the HA by using the

met hodol ogy specified in this Appendi x H

1. Background. The maxi mumrent is based on the value of the 95th
percentile of the total tenant paynment (TTP) for each tenant within the HA
The TTP, including any utility allowance, is determ ned pursuant to 24 CFR
§913. 107 for public housing and 24 CFR ' 950.325 [formerly '905. 325] for

I ndi an housi ng. These are the values reported on Line 14 of Form HUD- 50058
(dated 6/93). NOTE: DO NOT use ceiling rents in lieu of the TTP even though
a ceiling rent nay be applicable to one or nore eligible tenants. Further
because the maxi mumrent is based on the 95th percentile, the nmaxi mumrent
may be nore or |ess than the income-based TTP ot herw se payable by a

t enant .

Initially, the HA nmust establish howthe maximumrent will be applied. It
is necessary to establish the maxinumrent by unit size in order to nake it
applicable to the situation of a particular eligible famly. This can be
acconmpl i shed in several ways. The maxi mumrent nmay be applied on either an
HA- or project-wi de basis. A separate maxi numrent can be provided for each
separate project or projects may be conbined into |ogical groups, if
appropriate. It is suggested that a single project basis be avoided for a
project unless at least 50 dwelling units are involved. Further, the
maxi mum rent nay be broken out so as to provide for separate maxi numrents
based on famly and el derly (including handi capped) conposition (either by
project(s)- or on an HA-w de basis). For exanple, it would be useful to
aggregate the dwelling units of elderly projects because they are primarily
composed of zero- and one-bedroom units. Nonethel ess, unless an HA has
unusual dwelling unit characteristics, the use of an HA-w de schedul e of
maxi mum rents shoul d be sufficient.

2. Determ ning the 95th Percentile. The following steps illustrate the
procedure used to deternmine the 95th percentile:

Step 1. Follow ng the suggestions provided in paragraph 1 above,
determ ne the HA or project data base universe applicable to the
maxi mum rent schedul e to be established.

Step 2a. Collect the TTPs for the tenants within the selected data
base universe established in Step 1. The following illustrates how the
TTPs mght be listed (dots (...) are used in the exanple to connote a
string of TTPs which were intentionally omtted in the listing for
conveni ence in presentation):

100, 212, 150, 200, 150, ..., ..., 400, 150, 248, 160, 300, etc

Step 2b. Rearrange the TTPs into ranking order, |owest to highest. For
exanple, the TTPs listed in Step 1 would be arrayed as:

100, 150, 150, 150, 160, ..., ..., 200, 212, 248, 300, 400
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Note: Steps 2a and 2b nmay be conbined, if practical. Al so, a sinple
data base programusing the rent roll may assist in performng this
t ask.

Step 3. Locate the 95th percentile threshold by multiplying the tota
nunber of TTPs in the data base (N) by 5 percent (i.e., 0.05). If N
150, then the threshold would be 150 x 0.05 or 7.5. In this
illustration, the 95th percentile would fall between TTP No. 7 and No.
8 fromthe highest TTP shown on the ranked TTPs. Since the 95th
percentile falls between two nunbers, rounding the result down (i.e
from7.5to 7 in the exanple) will result in selecting the higher
anount. This ensures that the cutoff threshold will include all TTPs
at or below the 95th percentile.

3. Direct Conparison Method For Establishing Maxi mum Rent. The preceding
procedure may be used if the process is restricted to TTPs of dwelling
units of the sane bedroom size. Under this direct conparison process, it is
possible to establish a specific maxi mumrent for each bedroom size. Sinply
repeat the procedure for each bedroom size invol ved.

4, The Unit Distribution (Two-Bedroon) Method For Establishing Maxi mum
Rent. In some situations, the universe of dwelling units will not readily
lend itself to use of the direct conparison nethod. This situation m ght
occur where an HA-wide maximumrent is desirable or the HA has too few
dwel ling units for one or nore unit sizes to provide a sound data base. In
this event, it is possible to establish the 95th percentile based on the
total mix of bedroom sizes included in the universe.

The two-bedroom nethod is based on the premise that the 95th percentile
provides a maxinumrate which is equitable for a two-bedroomunit. That is,
it is presuned that the unit sizes are distributed on a statistical basis
which results in the 95th percentile coinciding with the maximumrate for a
t wo- bedr oom uni t .

The unit distribution nethod is calculated using a unit rent relationship,
which is based on the rent of a two-bedroomunit (100% . The rent

rel ati onships vary from 70% of the two-bedroomrent for an efficiency to
182% of the two-bedroomrent for a six-bedroomunit. The adjustnent factors
for all units are as follows: zero-bedroomunits (efficiencies) 0.70; one-
bedroom units 0.85; two-bedroomunits 1.00; three-bedroomunits 1.25; four-
bedroom units 1.40; five-bedroomunits 1.61; and six-(and | arger)-bedroom
units 1.82. This is the same adjustnment established to calculate ceiling
rents. These factors were published on March 15, 1989, in the Federa

Regi ster, at 49 FR 10735.

The calculation is perfornmed by multiplying the value of the 95th
percentile (P) tines the adjustment factor (F). The result is the maxi num
rent (MR) for each bedroom size. The formula is:

Px F =M
11/ 95 H 2
APPENDI X H
To illustrate this second nethod, assunming the 95th percentile was

determined to be $195, then the applicable maxi rumrents woul d be



determ ned as foll ows:

TWO- BEDROOM METHCD

Bedr oom Val ue of 95th Adj ust nment Maxi mum

Si ze Percentile Fact or Rent 1/
(P) (F) (M)

"o $195 0.70 $137
"1t $195 0. 85 $166
"2 $195 1.00 $195
" 3" $195 1.25 $244
" 4" $195 1.40 $273

1/ Round the result to the nearest whole doll ar.

5. Consideration of Ceiling Rents. A ceiling rent policy, approved by HUD
and adopted by the HA'" is not applicable to the determination of the

maxi mumrent. That is, the maximumrent will be applied for the purpose of
determ ning the anount of subsidy for which the famly is eligible
("eligible subsidy"). The family's rent il the "public [or Indian] housing
maxi mum rent" minus the amount of the eligible subsidy, irrespective of
whet her a ceiling rent would otherwi se be applicable to the eligible
famly. See al so paragraphs 11-4 and 11-5 of the Quidebook [''912.11(b);
950. 310(s)] .

6. Redeterm nation of Prorated Assistance. The ampunt of prorated housing
assi stance provided pursuant to paragraphs 11-4 and 11-5 nmay be
recalculated at the tinme the maximumrents are revised or at the eligible
fam ly's next schedul ed recertification, as deternmined by the HA's policy.
In addition, the amount of housing assistance shall be recal cul at ed
whenever there has been a change in fanily conposition or incone.

7. Revision of Maxi mum Rents. The nmaxi numrents nust be cal cul ated at

| east annually, but no nore frequently than nonthly. The schedul e of

maxi mumrents may be nodified fromtime to time by the HA provided that the
HA shall give at |east 30-day witten notice to each affected tenant
setting forth the proposed nodification and the reasons therefor. However,
since the determ nation of maximumrents is cal cul ated as prescribed by
HLD, any revision and notification does not require providing the tenant an
opportunity to present witten comments or for the HA to take into

consi deration any comrents informally submitted prior to the proposed

nodi fication becom ng effective.
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8. Posting of Maximum Rents. The Schedul e of Maxi nrum Rents shall be
publicly posted in a conspi cuous manner in the HA or Project O fice and shal
be furnished to applicants and tenants upon request.
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