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in relation to rents being charged in 
the area for comparable space. In addi-
tion, the rent paid may not exceed 
rents currently being charged by the 
same owner for comparable unassisted 
space. 

(2) Leasing individual units. When 
grants are used to pay rent for indi-
vidual housing units, the rent paid 
must be reasonable in relation to rents 
being charged for comparable units, 
taking into account the location, size, 
type, quality, amenities, facilities, and 
management services. In addition, the 
rents may not exceed rents currently 
being charged for comparable units, 
and the rent paid may not exceed HUD- 
determined fair market rents. 

(3) Utilities. If electricity, gas, and 
water are included in the rent, these 
utilities may be paid from leasing 
funds. If utilities are not provided by 
the landlord, these utility costs are an 
operating cost, except for supportive 
service facilities. If the structure is 
being used as a supportive service facil-
ity, then these utility costs are a sup-
portive service cost. 

(4) Security deposits and first and last 
month’s rent. Recipients and subrecipi-
ents may use grant funds to pay secu-
rity deposits, in an amount not to ex-
ceed 2 months of actual rent. An ad-
vance payment of the last month’s rent 
may be provided to the landlord in ad-
dition to the security deposit and pay-
ment of the first month’s rent. 

(5) Occupancy agreements and sub-
leases. Occupancy agreements and sub-
leases are required as specified in 
§ 578.77(a). 

(6) Calculation of occupancy charges 
and rent. Occupancy charges and rent 
from program participants must be cal-
culated as provided in § 578.77. 

(7) Program income. Occupancy 
charges and rent collected from pro-
gram participants are program income 
and may be used as provided under 
§ 578.97. 

(8) Transition. Beginning in the first 
year awards are made under the Con-
tinuum of Care program, renewals of 
grants for leasing funds entered into 
under the authority of title IV, subtitle 
D of the Act as it existed before May 
20, 2009, will be renewed either as 
grants for leasing or as rental assist-
ance, depending on the characteristics 

of the project. Leasing funds will be re-
newed as rental assistance if the funds 
are used to pay rent on units where the 
lease is between the program partici-
pant and the landowner or sublessor. 
Projects requesting leasing funds will 
be renewed as leasing if the funds were 
used to lease a unit or structure and 
the lease is between the recipient or 
subrecipient and the landowner. 

§ 578.51 Rental assistance. 

(a) Use. (1) Grant funds may be used 
for rental assistance for homeless indi-
viduals and families. Rental assistance 
cannot be provided to a program par-
ticipant who is already receiving rental 
assistance, or living in a housing unit 
receiving rental assistance or oper-
ating assistance through other federal, 
State, or local sources. 

(i) The rental assistance may be 
short-term, up to 3 months of rent; me-
dium-term, for 3 to 24 months of rent; 
or long-term, for longer than 24 months 
of rent and must be administered in ac-
cordance with the policies and proce-
dures established by the Continuum as 
set forth in § 578.7(a)(9) and this sec-
tion. 

(ii) The rental assistance may be ten-
ant-based, project-based, or sponsor- 
based, and may be for transitional or 
permanent housing. 

(2) Grant funds may be used for secu-
rity deposits in an amount not to ex-
ceed 2 months of rent. An advance pay-
ment of the last month’s rent may be 
provided to the landlord, in addition to 
the security deposit and payment of 
first month’s rent. 

(b) Rental assistance administrator. 
Rental assistance must be adminis-
tered by a State, unit of general local 
government, or a public housing agen-
cy. 

(c) Tenant-based rental assistance. 
Tenant-based rental assistance is rent-
al assistance in which program partici-
pants choose housing of an appropriate 
size in which to reside. When necessary 
to facilitate the coordination of sup-
portive services, recipients and sub-
recipients may require program par-
ticipants to live in a specific area for 
their entire period of participation, or 
in a specific structure for the first year 
and in a specific area for the remainder 
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of their period of participation. Pro-
gram participants who are receiving 
rental assistance in transitional hous-
ing may be required to live in a specific 
structure for their entire period of par-
ticipation in transitional housing. 

(1) Up to 5 years worth of rental as-
sistance may be awarded to a project in 
one competition. 

(2) Program participants who have 
complied with all program require-
ments during their residence retain the 
rental assistance if they move within 
the Continuum of Care geographic 
area. 

(3) Program participants who have 
complied with all program require-
ments during their residence and who 
have been a victim of domestic vio-
lence, dating violence, sexual assault, 
or stalking, and who reasonably believe 
they are imminently threatened by 
harm from further domestic violence, 
dating violence, sexual assault, or 
stalking (which would include threats 
from a third party, such as a friend or 
family member of the perpetrator of 
the violence), if they remain in the as-
sisted unit, and are able to document 
the violence and basis for their belief, 
may retain the rental assistance and 
move to a different Continuum of Care 
geographic area if they move out of the 
assisted unit to protect their health 
and safety. 

(d) Sponsor-based rental assistance. 
Sponsor-based rental assistance is pro-
vided through contracts between the 
recipient and sponsor organization. A 
sponsor may be a private, nonprofit or-
ganization, or a community mental 
health agency established as a public 
nonprofit organization. Program par-
ticipants must reside in housing owned 
or leased by the sponsor. Up to 5 years 
worth of rental assistance may be 
awarded to a project in one competi-
tion. 

(e) Project-based rental assistance. 
Project-based rental assistance is pro-
vided through a contract with the 
owner of an existing structure, where 
the owner agrees to lease the sub-
sidized units to program participants. 
Program participants will not retain 
rental assistance if they move. Up to 15 
years of rental assistance may be 
awarded in one competition. 

(f) Grant amount. The amount of rent-
al assistance in each project will be 
based on the number and size of units 
proposed by the applicant to be as-
sisted over the grant period. The 
amount of rental assistance in each 
project will be calculated by multi-
plying the number and size of units 
proposed by the FMR of each unit on 
the date the application is submitted 
to HUD, by the term of the grant. 

(g) Rent reasonableness. HUD will only 
provide rental assistance for a unit if 
the rent is reasonable. The recipient or 
subrecipient must determine whether 
the rent charged for the unit receiving 
rental assistance is reasonable in rela-
tion to rents being charged for com-
parable unassisted units, taking into 
account the location, size, type, qual-
ity, amenities, facilities, and manage-
ment and maintenance of each unit. 
Reasonable rent must not exceed rents 
currently being charged by the same 
owner for comparable unassisted units. 

(h) Payment of grant. (1) The amount 
of rental assistance in each project will 
be reserved for rental assistance over 
the grant period. An applicant’s re-
quest for rental assistance in each 
grant is an estimate of the amount 
needed for rental assistance. Recipients 
will make draws from the grant funds 
to pay the actual costs of rental assist-
ance for program participants. 

(2) For tenant-based rental assist-
ance, on demonstration of need: 

(i) Up to 25 percent of the total rental 
assistance awarded may be spent in 
any year of a 5-year grant term; or 

(ii) A higher percentage if approved 
in advance by HUD, if the recipient 
provides evidence satisfactory to HUD 
that it is financially committed to pro-
viding the housing assistance described 
in the application for the full 5-year 
period. 

(3) A recipient must serve at least as 
many program participants as shown 
in its application for assistance. 

(4) If the amount in each grant re-
served for rental assistance over the 
grant period exceeds the amount that 
will be needed to pay the actual costs 
of rental assistance, due to such fac-
tors as contract rents being lower than 
FMRs and program participants being 
able to pay a portion of the rent, re-
cipients or subrecipients may use the 
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excess funds for covering the costs of 
rent increases, or for serving a greater 
number of program participants. 

(i) Vacancies. If a unit assisted under 
this section is vacated before the expi-
ration of the lease, the assistance for 
the unit may continue for a maximum 
of 30 days from the end of the month in 
which the unit was vacated, unless oc-
cupied by another eligible person. No 
additional assistance will be paid until 
the unit is occupied by another eligible 
person. Brief periods of stays in insti-
tutions, not to exceed 90 days for each 
occurrence, are not considered vacan-
cies. 

(j) Property damage. Recipients and 
subrecipients may use grant funds in 
an amount not to exceed one month’s 
rent to pay for any damage to housing 
due to the action of a program partici-
pant. This shall be a one-time cost per 
participant, incurred at the time a par-
ticipant exits a housing unit. 

(k) Resident rent. Rent must be cal-
culated as provided in § 578.77. Rents 
collected from program participants 
are program income and may be used 
as provided under § 578.97. 

(l) Leases. (1) Initial lease. For project- 
based, sponsor-based, or tenant-based 
rental assistance, program participants 
must enter into a lease agreement for a 
term of at least one year, which is ter-
minable for cause. The leases must be 
automatically renewable upon expira-
tion for terms that are a minimum of 
one month long, except on prior notice 
by either party. 

(2) Initial lease for transitional housing. 
Program participants in transitional 
housing must enter into a lease agree-
ment for a term of at least one month. 
The lease must be automatically re-
newable upon expiration, except on 
prior notice by either party, up to a 
maximum term of 24 months. 

§ 578.53 Supportive services. 
(a) In general. Grant funds may be 

used to pay the eligible costs of sup-
portive services that address the spe-
cial needs of the program participants. 
If the supportive services are provided 
in a supportive service facility not con-
tained in a housing structure, the costs 
of day-to-day operation of the sup-
portive service facility, including 
maintenance, repair, building security, 

furniture, utilities, and equipment are 
eligible as a supportive service. 

(1) Supportive services must be nec-
essary to assist program participants 
obtain and maintain housing. 

(2) Recipients and subrecipients shall 
conduct an annual assessment of the 
service needs of the program partici-
pants and should adjust services ac-
cordingly. 

(b) Duration. (1) For a transitional 
housing project, supportive services 
must be made available to residents 
throughout the duration of their resi-
dence in the project. 

(2) Permanent supportive housing 
projects must provide supportive serv-
ices for the residents to enable them to 
live as independently as is practicable 
throughout the duration of their resi-
dence in the project. 

(3) Services may also be provided to 
former residents of transitional hous-
ing and current residents of permanent 
housing who were homeless in the prior 
6 months, for no more than 6 months 
after leaving transitional housing or 
homelessness, respectively, to assist 
their adjustment to independent living. 

(4) Rapid rehousing projects must re-
quire the program participant to meet 
with a case manager not less than once 
per month as set forth in 
§ 578.37(a)(1)(ii)(F), to assist the pro-
gram participant in maintaining long- 
term housing stability. 

(c) Special populations. All eligible 
costs are eligible to the same extent 
for program participants who are unac-
companied homeless youth; persons liv-
ing with HIV/AIDS; and victims of do-
mestic violence, dating violence, sex-
ual assault, or stalking. 

(d) Ineligible costs. Any cost that is 
not described as an eligible cost under 
this section is not an eligible cost of 
providing supportive services using 
Continuum of Care program funds. 
Staff training and the costs of obtain-
ing professional licenses or certifi-
cations needed to provide supportive 
services are not eligible costs. 

(e) Eligible costs. 
(1) Annual Assessment of Service Needs. 

The costs of the assessment required 
by § 578.53(a)(2) are eligible costs. 
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