Office of the Assistant Secretary, HUD

the tenant is low-income, or 30 percent
of gross household income, if the ten-
ant is not low-income; or

(B) The tenant is required to relocate
temporarily, does not return to the
building/complex, and either:

(I) The tenant is not offered payment
for all reasonable out-of-pocket ex-
penses incurred in connection with the
temporary relocation, or

(2) Other conditions of the temporary
relocation are not reasonable; or

(C) The tenant is required to move to
another dwelling unit in the same
building/complex but is not offered re-
imbursement for all reasonable out-of-
pocket expenses incurred in connection
with the move, or other conditions of
the move are not reasonable.

(2) Notwithstanding the provisions of
paragraph (g)(1) of this section, a per-
son does not qualify as a ‘displaced
person’ (and is not eligible for reloca-
tion assistance under the URA or this
section), if:

(i) The person has been evicted for se-
rious or repeated violation of the terms
and conditions of the lease or occu-
pancy agreement, violation of applica-
ble Federal, State or local law, or other
good cause, and HUD determines that
the eviction was not undertaken for
the purpose of evading the obligation
to provide relocation assistance;

(ii) The person moved into the prop-
erty after the submission of the appli-
cation and, before signing a lease and
commencing occupancy, received writ-
ten notice of the project, its possible
impact on the person (e.g., the person
may be displaced, temporarily relo-
cated, or suffer a rent increase) and the
fact that he or she would not qualify as
a ‘‘displaced person’’ (or for assistance
under this section) as a result of the
project;

(iii) The person is ineligible under 49
CFR 24.2(g)(2); or

(iv) HUD determines that the person
was not displaced as a direct result of
acquisition, rehabilitation, or demoli-
tion for the project.

(3) The owner may ask HUD, at any
time, to determine whether a displace-
ment is or would be covered by this
section.

(h) Definition of initiation of megotia-
tions. For purposes of determining the
formula for computing the replacement

Pt. 888

housing assistance to be provided to a
residential tenant displaced as a direct
result of privately undertaken rehabili-
tation, demolition, or acquisition of
the real property, the term ‘‘initiation
of negotiations’ means the owner’s
execution of the Housing Assistance
Payments Contract.

(Approved by Office of Management and
Budget under OMB Control Number 2506-
0121)

[568 FR 43723, Aug. 17, 1993, amended at 66 FR
16724, Mar. 29, 2000]
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Subpart A—Fair Market Rents

§888.111 Fair market rents for exist-
ing housing: Applicability.

(a) The fair market rents (FMRs) for
existing housing are determined by
HUD and are used in the Section 8
Housing Choice Voucher Program
(‘“‘voucher program’) (part 982 of this
title), Section 8 project-based assist-
ance programs and other programs re-
quiring their use. In the voucher pro-
gram, the FMRs are used to determine
payment standard schedules. In the
Section 8 project-based assistance pro-
grams, the FMRs are used to determine
the maximum initial rent (at the be-
ginning of the term of a housing assist-
ance payments contract).

(b) Fair market rent means the rent,
including the cost of utilities (except
telephone), as established by HUD, pur-
suant to this subpart, for units of vary-
ing sizes (by number of bedrooms), that
must be paid in the market area to
rent privately owned, existing, decent,
safe and sanitary rental housing of
modest (non-luxury) nature with suit-
able amenities.

[64 FR 56911, Oct. 21, 1999]
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§888.113 Fair market rents for exist-
ing housing: Methodology.

(a) Basis for setting fair market rents.
Fair Market Rents (FMRs) are esti-
mates of rent plus the cost of utilities,
except telephone. FMRs are housing
market-wide estimates of rents that
provide opportunities to rent standard
quality housing throughout the geo-
graphic area in which rental housing
units are in competition. The level at
which FMRs are set is expressed as a
percentile point within the rent dis-
tribution of standard quality rental
housing units in the FMR area. FMRs
are set at either the 40th or 50th per-
centile rent—the dollar amount below
which the rent for 40 or 50 percent of
standard quality rental housing units
falls. The 40th or 50th percentile rent is
drawn from the distribution of rents of
all units that are occupied by recent
movers. Adjustments are made to ex-
clude public housing units, newly built
units and substandard units.

(b) Setting FMRs at the 40th or 50th
percentile rent. Generally HUD will set
the FMRs at the 40th percentile rent.
HUD will set FMRs at the 50th per-
centile only in accordance with para-
graph (c) of this section.

(c) Setting FMRs at the 50th percentile
rent to provide a broad range of housing
opportunities throughout a metropolitan
area. (1) HUD will set the FMRs at the
50th percentile rent for all unit sizes in
each metropolitan FMR area that
meets all of the following criteria at
the time of annual publication of the
FMRs:

(i) The FMR area contains at least
100 census tracts;

(ii) 70 percent or fewer of the census
tracts with at least 10 two bedroom
rental units are census tracts in which
at least 30 percent of the two bedroom
rental units have gross rents at or
below the two bedroom FMR set at the
40th percentile rent; and

(iii) 25 percent or more of the tenant-
based rental program participants in
the FMR area reside in the 5 percent of
the census tracts within the FMR area
that have the largest number of pro-
gram participants.

(2) If the FMRs are set at the 50th
percentile rent in accordance with
paragraph (c)(1) of this section, HUD
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