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(f) Costs paid by program income. Costs 
paid by program income shall count to-
ward meeting the recipient’s matching 
requirements, provided the costs are el-
igible ESG costs that supplement the 
recipient’s ESG program. 

§ 576.202 Means of carrying out grant 
activities. 

(a) States. If the recipient is a State, 
the recipient may use an amount con-
sistent with the restrictions in § 576.100 
and § 576.108 to carry out administra-
tive activities through its employees or 
procurement contracts. If the recipient 
is a State, and has been identified as 
the HMIS lead by the Continuum of 
Care, the State may use funds to carry 
out HMIS activities set forth in 
§ 576.107(a)(2). The recipient must 
subgrant the remaining funds in its fis-
cal year grant to: 

(1) Units of general purpose local gov-
ernment in the State, which may in-
clude metropolitan cities and urban 
counties that receive ESG funds di-
rectly from HUD; or 

(2) Private nonprofit organizations, 
provided that for emergency shelter ac-
tivities the recipient obtains a certifi-
cation of approval from the unit of gen-
eral purpose local government for the 
geographic area in which those activi-
ties are to be carried out. 

(b) Recipients other than States; sub-
recipients. The recipient, if it is not a 
State, and all subrecipients may carry 
out all eligible activities through their 
employees, procurement contracts, or 
subgrants to private nonprofit organi-
zations. If the recipient is an urban 
county, it may carry out activities 
through any of its member govern-
ments, so long as the county applies to 
its members the same requirements 
that are applicable to local govern-
ment subrecipients under this part. 

§ 576.203 Obligation, expenditure, and 
payment requirements. 

(a) Obligation of funds. (1) Funds allo-
cated to States. (i) Within 60 days from 
the date that HUD signs the grant 
agreement with the State (or grant 
amendment for reallocated funds), the 
recipient must obligate the entire 
grant, except the amount for its ad-
ministrative costs. This requirement is 
met by a subgrant agreement with, or 

a letter of award requiring payment 
from the grant to, a subrecipient. 

(ii) Within 120 days after the date 
that the State obligates its funds to a 
unit of general purpose local govern-
ment, the subrecipient must obligate 
all of those funds by a subgrant agree-
ment with, or a letter of award requir-
ing payment to, a private nonprofit or-
ganization; a procurement contract; or 
the written designation of a depart-
ment within the government of the 
subrecipient to directly carry out an 
eligible activity. 

(2) Funds allocated to metropolitan cit-
ies, urban counties, and territories. With-
in 180 days after the date that HUD 
signs the grant agreement (or a grant 
amendment for reallocation of funds) 
with the metropolitan city, urban 
county, or territory, the recipient 
must obligate all the grant amount, ex-
cept the amount for its administrative 
costs. This requirement is met by an 
agreement with, or a letter of award 
requiring payment to, a subrecipient; a 
procurement contract; or a written 
designation of a department within the 
government of the recipient to directly 
carry out an eligible activity. If the re-
cipient is an urban county, this re-
quirement may also be met with an 
agreement with, or letter of award re-
quiring payment to, a member govern-
ment, which has designated a depart-
ment to directly carry out an eligible 
activity. 

(b) Expenditures. The recipient must 
draw down and expend funds from each 
year’s grant not less than once during 
each quarter of the recipient’s program 
year. All of the recipient’s grant must 
be expended for eligible activity costs 
within 24 months after the date HUD 
signs the grant agreement with the re-
cipient. For the purposes of this para-
graph, expenditure means either an ac-
tual cash disbursement for a direct 
charge for a good or service or an indi-
rect cost or the accrual of a direct 
charge for a good or service or an indi-
rect cost. 

(c) Payments to subrecipients. The re-
cipient must pay each subrecipient for 
allowable costs within 30 days after re-
ceiving the subrecipient’s complete 
payment request. This requirement 
also applies to each subrecipient that 
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is a unit of general purpose local gov-
ernment. 

Subpart D—Reallocations 

§ 576.300 In general. 

(1) Funds not awarded by HUD due to 
failure by the recipient to submit and 
obtain HUD approval of a consolidated 
plan will be reallocated in accordance 
with §§ 576.301 through 576.303. 

(2) Recaptured funds will be awarded 
by formula. In October and April each 
year, HUD will determine if the 
amount of recaptured funds is at least 
30 percent of the most recent fiscal 
year appropriation. If so, HUD will 
amend all existing grants and reallo-
cate the funds. If the amount is less 
than 30 percent of the most recent fis-
cal year appropriation, the funds will 
be reallocated in conjunction with the 
next fiscal year’s allocation of funding. 

§ 576.301 Metropolitan cities and 
urban counties. 

Grant funds returned by a metropoli-
tan city or urban county will be reallo-
cated as follows: 

(a) Eligible recipient. HUD will make 
the funds available to the State in 
which the city or county is located. 

(b) Notification of availability. HUD 
will promptly notify the State of the 
availability of the amounts to be re-
allocated. 

(c) Application requirement. Within 45 
days after the date of notification, the 
State must submit to HUD a substan-
tial amendment to its consolidated 
plan in accordance with 24 CFR part 91. 

(d) Restrictions that apply to reallo-
cated amounts. The same requirements 
that apply to grant funds allocated 
under § 576.3 apply to grant funds re-
allocated under this section, except 
that the State must distribute the re-
allocated funds: 

(1) To private nonprofit organizations 
and units of general purpose local gov-
ernment in the geographic area in 
which the metropolitan city or urban 
county is located; 

(2) If funds remain, to private non-
profit organizations and units of gen-
eral purpose local government located 
throughout the State. 

§ 576.302 States. 
Grant funds returned by a State will 

be reallocated as follows: 
(a) Eligible recipients. HUD will make 

the funds available: 
(1) To metropolitan cities and urban 

counties in the State that were not al-
located funds under § 576.3 because the 
amount they would have been allocated 
did not meet the minimum require-
ment under § 576.3(b)(2); 

(2) If funds remain, to county govern-
ments in the State other than urban 
counties; 

(3) Then, if funds remain, to metro-
politan cities and urban counties in the 
State that were allocated funds under 
§ 576.3. 

(b) Notification of availability. HUD 
will notify eligible recipients of the 
availability of the funds by a notifica-
tion letter or FEDERAL REGISTER no-
tice, which will specify how the awards 
of funds will be made. 

(c) Application requirements. Within 45 
days after the date of notification, the 
eligible recipient must submit to HUD: 

(1) A substantial amendment to its 
approved consolidated plan in accord-
ance with 24 CFR part 91; or 

(2) If the eligible recipient does not 
have an approved consolidated plan, an 
abbreviated consolidated plan that 
meets the requirements in the FED-
ERAL REGISTER notice or notification 
letter from HUD. 

(d) Restrictions that apply to reallo-
cated amounts. The same requirements 
that apply to grant funds allocated 
under § 576.3 apply to grant funds re-
allocated under this section. 

§ 576.303 Territories. 
(a) General. Grant funds returned by a 

territory will be reallocated to other 
territories, then if funds remain, to 
States. 

(b) Allocation method. The funds will 
be allocated as follows: 

(1) For territories, the funds will be 
allocated among the territories in di-
rect proportion with each territory’s 
share of the total population of all of 
the eligible territories. If HUD deter-
mines that a territory failed to spend 
its funds in accordance with ESG re-
quirements, then HUD may exclude the 
territory from the allocation of re-
allocation amounts under this section. 
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