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HUD will require repayment of the en-
tire amount of the grant used for ac-
quisition, rehabilitation, or new con-
struction, unless conversion of the 
project has been authorized under para-
graph (b) of this section. If the housing 
is used for such purposes for more than 
10 years, the payment amount will be 
reduced by 20 percentage points for 
each year, beyond the 10-year period in 
which the project is used for transi-
tional or permanent housing. 

(d) Prevention of undue benefits. Ex-
cept as provided under paragraph (e) of 
this section, upon any sale or other dis-
position of a project site that received 
grant funds for acquisition, rehabilita-
tion, or new construction, occurring 
before the 15-year period, the recipient 
must comply with such terms and con-
ditions as HUD may prescribe to pre-
vent the recipient or subrecipient from 
unduly benefiting from such sale or 
disposition. 

(e) Exception. A recipient or sub-
recipient will not be required to com-
ply with the terms and conditions pre-
scribed under paragraphs (c) and (d) of 
this section if: 

(1) The sale or disposition of the 
property used for the project results in 
the use of the property for the direct 
benefit of very low-income persons; 

(2) All the proceeds are used to pro-
vide transitional or permanent housing 
that meet the requirements of this 
part; 

(3) Project-based rental assistance or 
operating cost assistance from any fed-
eral program or an equivalent State or 
local program is no longer made avail-
able and the project is meeting applica-
ble performance standards, provided 
that the portion of the project that had 
benefitted from such assistance con-
tinues to meet the tenant income and 
rent restrictions for low-income units 
under section 42(g) of the Internal Rev-
enue Code of 1986; or 

(4) There are no individuals and fami-
lies in the Continuum of Care geo-
graphic area who are homeless, in 
which case the project may serve indi-
viduals and families at risk of home-
lessness. 

§ 578.83 Displacement, relocation, and 
acquisition. 

(a) Minimizing displacement. Con-
sistent with the other goals and objec-
tives of this part, recipients and sub-
recipients must ensure that they have 
taken all reasonable steps to minimize 
the displacement of persons (families, 
individuals, businesses, nonprofit orga-
nizations, and farms) as a result of 
projects assisted under this part. 
‘‘Project,’’ as used in this section, 
means any activity or series of activi-
ties assisted with Continuum of Care 
funds received or anticipated in any 
phase of an undertaking. 

(b) Temporary relocation. (1) Existing 
Building Not Assisted under Title IV of 
the McKinney-Vento Act. No tenant may 
be required to relocate temporarily for 
a project if the building in which the 
project is being undertaken or will be 
undertaken is not currently assisted 
under Title IV of the McKinney-Vento 
Act. The absence of such assistance to 
the building means the tenants are not 
homeless and the tenants are therefore 
not eligible to receive assistance under 
the Continuum of Care program. When 
a tenant moves for such a project 
under conditions that cause the Uni-
form Relocation Assistance and Real 
Property Acquisition Policies Act of 
1970 (URA), 42 U.S.C. 4601–4655, to 
apply, the tenant must be treated as 
permanently displaced and offered relo-
cation assistance and payments con-
sistent with paragraph (c) of this sec-
tion. 

(2) Existing Transitional Housing or 
Permanent Housing Projects Assisted 
Under Title IV of the McKinney-Vento 
Act. Consistent with paragraph (c)(2)(ii) 
of this section, no program participant 
may be required to relocate tempo-
rarily for a project if the person cannot 
be offered a decent, safe, and sanitary 
unit in the same building or complex 
upon project completion under reason-
able terms and conditions. The length 
of occupancy requirements in § 578.79 
may prevent a program participant 
from returning to the property upon 
completion (See paragraph (c)(2)(iii)(D) 
of this section). Any program partici-
pant who has been temporarily relo-
cated for a period beyond one year 
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must be treated as permanently dis-
placed and offered relocation assist-
ance and payments consistent with 
paragraph (c) of this section. Program 
participants temporarily relocated in 
accordance with the policies described 
in this paragraph must be provided: 

(i) Reimbursement for all reasonable 
out-of-pocket expenses incurred in con-
nection with the temporary relocation, 
including the cost of moving to and 
from the temporarily occupied housing 
and any increase in monthly rent/occu-
pancy charges and utility costs; and 

(ii) Appropriate advisory services, in-
cluding reasonable advance written no-
tice of: 

(A) The date and approximate dura-
tion of the temporary relocation; 

(B) The location of the suitable, de-
cent, safe, and sanitary dwelling to be 
made available for the temporary pe-
riod; 

(C) The reasonable terms and condi-
tions under which the program partici-
pant will be able to occupy a suitable, 
decent, safe, and sanitary dwelling in 
the building or complex upon comple-
tion of the project; and 

(D) The provisions of paragraph 
(b)(2)(i) of this section. 

(c) Relocation assistance for displaced 
persons. (1) In general. A displaced per-
son (defined in paragraph (c)(2) of this 
section) must be provided relocation 
assistance in accordance with the re-
quirements of the URA and imple-
menting regulations at 49 CFR part 24. 
A displaced person must be advised of 
his or her rights under the Fair Hous-
ing Act. Whenever possible, minority 
persons must be given reasonable op-
portunities to relocate to decent, safe, 
and sanitary replacement dwellings, 
not located in an area of minority con-
centration, that are within their finan-
cial means. This policy, however, does 
not require providing a person a larger 
payment than is necessary to enable a 
person to relocate to a comparable re-
placement dwelling. See 49 CFR 
24.205(c)(2)(ii)(D). 

(2) Displaced person. (i) For the pur-
poses of paragraph (c) of this section, 
the term ‘‘displaced person’’ means any 
person (family, individual, business, 
nonprofit organization, or farm) that 
moves from real property, or moves 
personal property from real property, 

permanently, as a direct result of ac-
quisition, rehabilitation, or demolition 
for a project. This includes any perma-
nent, involuntary move for a project, 
including any permanent move from 
the real property that is made: 

(A) After the owner (or person in con-
trol of the site) issues a notice to move 
permanently from the property, or re-
fuses to renew an expiring lease, if the 
move occurs after the date of the sub-
mission by the recipient or sub-
recipient of an application for assist-
ance to HUD (or the recipient, as appli-
cable) that is later approved and fund-
ed and the recipient or subrecipient has 
site control as evidenced in accordance 
with § 578.25(b); or 

(B) After the owner (or person in con-
trol of the site) issues a notice to move 
permanently from the property, or re-
fuses to renew an expiring lease, if the 
move occurs after the date the recipi-
ent or subrecipient obtains site con-
trol, as evidenced in accordance with 
§ 578.25(b), if that occurs after the appli-
cation for assistance; or 

(C) Before the date described under 
paragraph (c)(2)(i)(A) or (B) of this sec-
tion, if the recipient or HUD deter-
mines that the displacement resulted 
directly from acquisition, rehabilita-
tion, or demolition for the project; or 

(D) By a tenant of a building that is 
not assisted under Title IV of the 
McKinney-Vento Act, if the tenant 
moves after execution of the agree-
ment covering the acquisition, reha-
bilitation, or demolition of the prop-
erty for the project; or 

(ii) For the purposes of paragraph (c) 
of this section, the term ‘‘displaced 
person’’ means any person (family, in-
dividual, business, nonprofit organiza-
tion, or farm) that moves from real 
property, or moves personal property 
from real property, permanently, as a 
direct result of acquisition, rehabilita-
tion, or demolition for a project. This 
includes any permanent, involuntary 
move for a project that is made by a 
program participant occupying transi-
tional housing or permanent housing 
assisted under Title IV of the McKin-
ney-Vento Act, if any one of the fol-
lowing three situations occurs: 

(A) The program participant moves 
after execution of the agreement cov-
ering the acquisition, rehabilitation, or 
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demolition of the property for the 
project and is either not eligible to re-
turn upon project completion or the 
move occurs before the program partic-
ipant is provided written notice offer-
ing the program participant an oppor-
tunity to occupy a suitable, decent, 
safe, and sanitary dwelling in the same 
building or complex upon project com-
pletion under reasonable terms and 
conditions. Such reasonable terms and 
conditions must include a lease (or oc-
cupancy agreement, as applicable) con-
sistent with Continuum of Care pro-
gram requirements, including a month-
ly rent or occupancy charge and 
monthly utility costs that does not ex-
ceed the maximum amounts estab-
lished in § 578.77; or 

(B) The program participant is re-
quired to relocate temporarily, does 
not return to the building or complex, 
and any one of the following situations 
occurs: 

(1) The program participant is not of-
fered payment for all reasonable out- 
of-pocket expenses incurred in connec-
tion with the temporary relocation; 

(2) The program participant is not el-
igible to return to the building or com-
plex upon project completion; or 

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

(C) The program participant is re-
quired to move to another unit in the 
same building or complex, and any one 
of the following situations occurs: 

(1) The program participant is not of-
fered reimbursement for all reasonable 
out-of-pocket expenses incurred in con-
nection with the move; 

(2) The program participant is not el-
igible to remain in the building or 
complex upon project completion; or 

(3) Other conditions of the move are 
not reasonable. 

(iii) Notwithstanding the provisions 
of paragraph (c)(2)(i) or (ii) of this sec-
tion, a person does not qualify as a 
‘‘displaced person’’ if: 

(A) The person has been evicted for 
serious or repeated violation of the 
terms and conditions of the lease or oc-
cupancy agreement; the eviction com-
plied with applicable federal, State, or 
local requirements (see § 578.91); and 
the recipient or subrecipient deter-
mines that the eviction was not under-
taken for the purpose of evading the 

obligation to provide relocation assist-
ance; 

(B) The person moved into the prop-
erty after the submission of the appli-
cation but, before signing a lease or oc-
cupancy agreement and commencing 
occupancy, was provided written notice 
of the project’s possible impact on the 
person (e.g., the person may be dis-
placed, temporarily relocated, or incur 
a rent increase) and the fact that the 
person would not qualify as a ‘‘dis-
placed person’’ (or for any relocation 
assistance provided under this section), 
as a result of the project; 

(C) The person is ineligible under 49 
CFR 24.2(a)(9)(ii)); 

(D) The person is a program partici-
pant occupying transitional housing or 
permanent housing assisted under Title 
IV of the Act who must move as a di-
rect result of the length-of- occupancy 
restriction under § 578.79; or 

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

(iv) The recipient may request, at 
any time, HUD’s determination of 
whether a displacement is or would be 
covered under this section. 

(3) Initiation of negotiations. For pur-
poses of determining the formula for 
computing replacement housing pay-
ment assistance to be provided to a dis-
placed person pursuant to this section, 
if the displacement is a direct result of 
privately undertaken rehabilitation, 
demolition, or acquisition of the real 
property, ‘‘initiation of negotiations’’ 
means the execution of the agreement 
between the recipient and the sub-
recipient, or between the recipient (or 
subrecipient, as applicable) and the 
person owning or controlling the prop-
erty. In the case of an option contract 
to acquire property, the initiation of 
negotiations does not become effective 
until execution of a written agreement 
that creates a legally enforceable com-
mitment to proceed with the purchase, 
such as a purchase agreement. 

(d) Real property acquisition require-
ments. Except for acquisitions described 
in 49 CFR 24.101(b)(1) through (5), the 
URA and the requirements of 49 CFR 
part 24, subpart B apply to any acquisi-
tion of real property for a project 
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where there are Continuum of Care 
funds in any part of the project costs. 

(e) Appeals. A person who disagrees 
with the recipient’s (or subrecipient’s, 
if applicable) determination concerning 
whether the person qualifies as a dis-
placed person, or the amount of reloca-
tion assistance for which the person is 
eligible, may file a written appeal of 
that determination with the recipient 
(see 49 CFR 24.10). A low-income person 
who is dissatisfied with the recipient’s 
determination on his or her appeal may 
submit a written request for review of 
that determination to the local HUD 
field office. 

§ 578.85 Timeliness standards. 
(a) In general. Recipients must ini-

tiate approved activities and projects 
promptly. 

(b) Construction activities. Recipients 
of funds for rehabilitation or new con-
struction must meet the following 
standards: 

(1) Construction activities must 
begin within 9 months of the later of 
signing of the grant agreement or of 
signing an addendum to the grant 
agreement authorizing use of grant 
funds for the project. 

(2) Construction activities must be 
completed within 24 months of signing 
the grant agreement. 

(3) Activities that cannot begin until 
after construction activities are com-
pleted must begin within 3 months of 
the date that construction activities 
are completed. 

(c) Distribution. A recipient that re-
ceives funds through this part must: 

(1) Distribute the funds to subrecipi-
ents (in advance of expenditures by the 
subrecipients); 

(2) Distribute the appropriate portion 
of the funds to a subrecipient no later 
than 45 days after receiving an approv-
able request for such distribution from 
the subrecipient; and 

(3) Draw down funds at least once per 
quarter of the program year, after eli-
gible activities commence. 

§ 578.87 Limitation on use of funds. 
(a) Maintenance of effort. No assist-

ance provided under this part (or any 
State or local government funds used 
to supplement this assistance) may be 
used to replace State or local funds 

previously used, or designated for use, 
to assist homeless persons. 

(b) Faith-based activities. (1) Equal 
treatment of program participants and 
program beneficiaries. (i) Program partici-
pants. Organizations that are religious 
or faith-based are eligible, on the same 
basis as any other organization, to par-
ticipate in the Continuum of Care pro-
gram. Neither the Federal Government 
nor a State or local government receiv-
ing funds under the Continuum of Care 
program shall discriminate against an 
organization on the basis of the organi-
zation’s religious character or affili-
ation. Recipients and subrecipients of 
program funds shall not, in providing 
program assistance, discriminate 
against a program participant or pro-
spective program participant on the 
basis of religion or religious belief. 

(ii) Beneficiaries. In providing services 
supported in whole or in part with fed-
eral financial assistance, and in their 
outreach activities related to such 
services, program participants shall 
not discriminate against current or 
prospective program beneficiaries on 
the basis of religion, a religious belief, 
a refusal to hold a religious belief, or a 
refusal to attend or participate in a re-
ligious practice. 

(2) Separation of explicitly religious ac-
tivities. Recipients and subrecipients of 
Continuum of Care funds that engage 
in explicitly religious activities, in-
cluding activities that involve overt 
religious content such as worship, reli-
gious instruction, or proselytization, 
must perform such activities and offer 
such services outside of programs that 
are supported with federal financial as-
sistance separately, in time or loca-
tion, from the programs or services 
funded under this part, and participa-
tion in any such explicitly religious ac-
tivities must be voluntary for the pro-
gram beneficiaries of the HUD-funded 
programs or services. 

(3) Religious identity. A faith-based or-
ganization that is a recipient or sub-
recipient of Continuum of Care pro-
gram funds is eligible to use such funds 
as provided under the regulations of 
this part without impairing its inde-
pendence, autonomy, expression of reli-
gious beliefs, or religious character. 
Such organization will retain its inde-
pendence from federal, State, and local 
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