
42 U.S. Code § 1437f
Low-income housing assistance

(a) Authorization for assistance payments
For the purpose of aiding low-income families in obtaining a decent place to live and of promoting
economically mixed housing, assistance payments may be made with respect to existing housing in accordance
with the provisions of this section.

(b) Other existing housing programs
(1)In generalIn general.—.—
The Secretary is authorized to enter into annual contributions contracts with public housing agencies pursuant
to which such agencies may enter into contracts to make assistance payments to owners of existing dwelling
units in accordance with this section. In areas where no public housing agency has been organized or where the
Secretary determines that a public housing agency is unable to implement the provisions of this section, the
Secretary is authorized to enter into such contracts and to perform the other functions assigned to a public
housing agency by this section.

(2) The Secretary is authorized to enter into annual contributions contracts with public housing agencies for
the purpose of replacing public housing transferred in accordance with subchapter II–A of this chapter. Each
contract entered into under this subsection shall be for a term of not more than 60 months.

(c) Contents and purposes of contracts for assistance payments; amount and
scope of monthly assistance payments
(1)

(A) An assistance contract entered into pursuant to this section shall establish the maximum monthly rent
(including utilities and all maintenance and management charges) which the owner is entitled to receive for
each dwelling unit with respect to which such assistance payments are to be made. The maximum monthly
rent shall not exceed by more than 10 per centum the fair market rental established by the Secretary
periodically but not less than annually for existing or newly constructed rental dwelling units of various sizes
and types in the market area suitable for occupancy by persons assisted under this section, except that the
maximum monthly rent may exceed the fair market rental (A) by more than 10 but not more than 20 per
centum where the Secretary determines that special circumstances warrant such higher maximum rent or
that such higher rent is necessary to the implementation of a housing strategy as defined in section 12705 of
this title, or (B) by such higher amount as may be requested by a tenant and approved by the public housing
agency in accordance with paragraph (3)(B). In the case of newly constructed and substantially rehabilitated
units, the exception in the preceding sentence shall not apply to more than 20 per centum of the total amount
of authority to enter into annual contributions contracts for such units which is allocated to an area and
obligated with respect to any fiscal year beginning on or after October 1, 1980. Each fair market rental in
effect under this subsection shall be adjusted to be effective on October 1 of each year to reflect changes,
based on the most recent available data trended so the rentals will be current for the year to which they
apply, of rents for existing or newly constructed rental dwelling units, as the case may be, of various sizes
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and types in the market area suitable for occupancy by persons assisted under this section. Notwithstanding
any other provision of this section, after October 12, 1977, the Secretary shall prohibit high-rise elevator
projects for families with children unless there is no practical alternative. If units assisted under this section
are exempt from local rent control while they are so assisted or otherwise, the maximum monthly rent for
such units shall be reasonable in comparison with other units in the market area that are exempt from local
rent control.

(B) Fair market rentals for an area shall be published not less than annually by the Secretary on the site of the
Department on the World Wide Web and in any other manner specified by the Secretary. Notice that such fair
market rentals are being published shall be published in the Federal Register, and such fair market rentals
shall become effective no earlier than 30 days after the date of such publication. The Secretary shall establish
a procedure for public housing agencies and other interested parties to comment on such fair market rentals
and to request, within a time specified by the Secretary, reevaluation of the fair market rentals in a
jurisdiction before such rentals become effective. The Secretary shall cause to be published for comment in
the Federal Register notices of proposed material changes in the methodology for estimating fair market
rentals and notices specifying the final decisions regarding such proposed substantial methodological
changes and responses to public comments.

(2)

(A) The assistance contract shall provide for adjustment annually or more frequently in the maximum
monthly rents for units covered by the contract to reflect changes in the fair market rentals established in the
housing area for similar types and sizes of dwelling units or, if the Secretary determines, on the basis of a
reasonable formula. However, where the maximum monthly rent, for a unit in a new construction,
substantial rehabilitation, or moderate rehabilitation project, to be adjusted using an annual adjustment
factor exceeds the fair market rental for an existing dwelling unit in the market area, the Secretary shall
adjust the rent only to the extent that the owner demonstrates that the adjusted rent would not exceed the
rent for an unassisted unit of similar quality, type, and age in the same market area, as determined by the
Secretary. The immediately foregoing sentence shall be effective only during fiscal year 1995, fiscal year 1996
prior to April 26, 1996, and fiscal years 1997 and 1998, and during fiscal year 1999 and thereafter. Except for
assistance under the certificate program, for any unit occupied by the same family at the time of the last
annual rental adjustment, where the assistance contract provides for the adjustment of the maximum
monthly rent by applying an annual adjustment factor and where the rent for a unit is otherwise eligible for
an adjustment based on the full amount of the factor, 0.01 shall be subtracted from the amount of the factor,
except that the factor shall not be reduced to less than 1.0. In the case of assistance under the certificate
program, 0.01 shall be subtracted from the amount of the annual adjustment factor (except that the factor
shall not be reduced to less than 1.0), and the adjusted rent shall not exceed the rent for a comparable
unassisted unit of similar quality, type, and age in the market area. The immediately foregoing two sentences
shall be effective only during fiscal year 1995, fiscal year 1996 prior to April 26, 1996, and fiscal years 1997
and 1998, and during fiscal year 1999 and thereafter. In establishing annual adjustment factors for units in
new construction and substantial rehabilitation projects, the Secretary shall take into account the fact that
debt service is a fixed expense. The immediately foregoing sentence shall be effective only during fiscal year
1998.

(B) The contract shall further provide for the Secretary to make additional adjustments in the maximum
monthly rent for units under contract to the extent he determines such adjustments are necessary to reflect
increases in the actual and necessary expenses of owning and maintaining the units which have resulted
from substantial general increases in real property taxes, utility rates, or similar costs which are not
adequately compensated for by the adjustment in the maximum monthly rent authorized by subparagraph
(A). The Secretary shall make additional adjustments in the maximum monthly rent for units under contract
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(subject to the availability of appropriations for contract amendments) to the extent the Secretary
determines such adjustments are necessary to reflect increases in the actual and necessary expenses of
owning and maintaining the units that have resulted from the expiration of a real property tax exemption.
Where the Secretary determines that a project assisted under this section is located in a community where
drug-related criminal activity is generally prevalent and the project’s operating, maintenance, and capital
repair expenses have been substantially increased primarily as a result of the prevalence of such drug-related
activity, the Secretary may (at the discretion of the Secretary and subject to the availability of appropriations
for contract amendments for this purpose), on a project by project basis, provide adjustments to the
maximum monthly rents, to a level no greater than 120 percent of the project rents, to cover the costs of
maintenance, security, capital repairs, and reserves required for the owner to carry out a strategy acceptable
to the Secretary for addressing the problem of drug-related criminal activity. Any rent comparability
standard required under this paragraph may be waived by the Secretary to so implement the preceding
sentence. The Secretary may (at the discretion of the Secretary and subject to the availability of
appropriations for contract amendments), on a project by project basis for projects receiving project-based
assistance, provide adjustments to the maximum monthly rents to cover the costs of evaluating and reducing
lead-based paint hazards, as defined in section 4851b of this title.

(C) Adjustments in the maximum rents under subparagraphs (A) and (B) shall not result in material
differences between the rents charged for assisted units and unassisted units of similar quality, type, and age
in the same market area, as determined by the Secretary. In implementing the limitation established under
the preceding sentence, the Secretary shall establish regulations for conducting comparability studies for
projects where the Secretary has reason to believe that the application of the formula adjustments under
subparagraph (A) would result in such material differences. The Secretary shall conduct such studies upon
the request of any owner of any project, or as the Secretary determines to be appropriate by establishing, to
the extent practicable, a modified annual adjustment factor for such market area, as the Secretary shall
designate, that is geographically smaller than the applicable housing area used for the establishment of the
annual adjustment factor under subparagraph (A). The Secretary shall establish such modified annual
adjustment factor on the basis of the results of a study conducted by the Secretary of the rents charged, and
any change in such rents over the previous year, for assisted units and unassisted units of similar quality,
type, and age in the smaller market area. Where the Secretary determines that such modified annual
adjustment factor cannot be established or that such factor when applied to a particular project would result
in material differences between the rents charged for assisted units and unassisted units of similar quality,
type, and age in the same market area, the Secretary may apply an alternative methodology for conducting
comparability studies in order to establish rents that are not materially different from rents charged for
comparable unassisted units. If the Secretary or appropriate State agency does not complete and submit to
the project owner a comparability study not later than 60 days before the anniversary date of the assistance
contract under this section, the automatic annual adjustment factor shall be applied. The Secretary may not
reduce the contract rents in effect on or after April 15, 1987, for newly constructed, substantially
rehabilitated, or moderately rehabilitated projects assisted under this section (including projects assisted
under this section as in effect prior to November 30, 1983), unless the project has been refinanced in a
manner that reduces the periodic payments of the owner. Any maximum monthly rent that has been reduced
by the Secretary after April 14, 1987, and prior to November 7, 1988, shall be restored to the maximum
monthly rent in effect on April 15, 1987. For any project which has had its maximum monthly rents reduced
after April 14, 1987, the Secretary shall make assistance payments (from amounts reserved for the original
contract) to the owner of such project in an amount equal to the difference between the maximum monthly
rents in effect on April 15, 1987, and the reduced maximum monthly rents, multiplied by the number of
months that the reduced maximum monthly rents were in effect.

(3) The amount of the monthly assistance payment with respect to any dwelling unit shall be the difference
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between the maximum monthly rent which the contract provides that the owner is to receive for the unit and
the rent the family is required to pay under section 1437a(a) of this title. Reviews of family income shall be
made no less frequently than annually.

(4) The assistance contract shall provide that assistance payments may be made only with respect to a dwelling
unit under lease for occupancy by a family determined to be a lower income family at the time it initially
occupied such dwelling unit, except that such payments may be made with respect to unoccupied units for a
period not exceeding sixty days (A) in the event that a family vacates a dwelling unit before the expiration date
of the lease for occupancy or (B) where a good faith effort is being made to fill an unoccupied unit, and, subject
to the provisions of the following sentence, such payments may be made, in the case of a newly constructed or
substantially rehabilitated project, after such sixty-day period in an amount equal to the debt service
attributable to such an unoccupied dwelling unit for a period not to exceed one year, if a good faith effort is
being made to fill the unit and the unit provides decent, safe, and sanitary housing. No such payment may be
made after such sixty-day period if the Secretary determines that the dwelling unit is in a project which
provides the owner with revenues exceeding the costs incurred by such owner with respect to such project.

(5) The Secretary shall take such steps as may be necessary, including the making of contracts for assistance
payments in amounts in excess of the amounts required at the time of the initial renting of dwelling units, the
reservation of annual contributions authority for the purpose of amending housing assistance contracts, or the
allocation of a portion of new authorizations for the purpose of amending housing assistance contracts, to
assure that assistance payments are increased on a timely basis to cover increases in maximum monthly rents
or decreases in family incomes.

(6) Redesignated (5).

(7) Repealed. Pub. L. 105–276, title V, § 550(a)(3)(C), Oct. 21, 1998, 112 Stat. 2609

(8)

(A) Not less than one year before termination of any contract under which assistance payments are received
under this section, other than a contract for tenant-based assistance under this section, an owner shall
provide written notice to the Secretary and the tenants involved of the proposed termination. The notice
shall also include a statement that, if the Congress makes funds available, the owner and the Secretary may
agree to a renewal of the contract, thus avoiding termination, and that in the event of termination the
Department of Housing and Urban Development will provide tenant-based rental assistance to all eligible
residents, enabling them to choose the place they wish to rent, which is likely to include the dwelling unit in
which they currently reside. Any contract covered by this paragraph that is renewed may be renewed for a
period of up to 1 year or any number or years, with payments subject to the availability of appropriations for
any year.

(B) In the event the owner does not provide the notice required, the owner may not evict the tenants or
increase the tenants’ rent payment until such time as the owner has provided the notice and 1 year has
elapsed. The Secretary may allow the owner to renew the terminating contract for a period of time sufficient
to give tenants 1 year of advance notice under such terms and conditions as the Secretary may require.

(C) Any notice under this paragraph shall also comply with any additional requirements established by the
Secretary.

(D) For purposes of this paragraph, the term “termination” means the expiration of the assistance contract
or an owner’s refusal to renew the assistance contract, and such term shall include termination of the
contract for business reasons.
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