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(3) HUD may suspend payments to 
the extent HUD determines necessary 
to preclude the further expenditure of 
funds for affected activities or projects. 

(4) HUD may continue the grant with 
a substitute recipient of HUD’s choos-
ing. 

(5) HUD may deny matching credit 
for all or part of the cost of the af-
fected activities and require the recipi-
ent to make further matching con-
tributions to make up for the contribu-
tion determined to be ineligible. 

(6) HUD may require the recipient to 
reimburse the recipient’s line of credit 
in an amount equal to the funds used 
for the affected activities. 

(7) HUD may reduce or terminate the 
remaining grant of a recipient. 

(8) HUD may condition a future 
grant. 

(9) HUD may take other remedies 
that are legally available. 

(c) Recipient sanctions. If the recipient 
determines that a subrecipient is not 
complying with a program requirement 
or its subrecipient agreement, the re-
cipient must take one of the actions 
listed in paragraphs (a) and (b) of this 
section. 

(d) Deobligation. HUD may deobligate 
funds for the following reasons: 

(1) If the timeliness standards in 
§ 578.85 are not met; 

(2) If HUD determines that delays 
completing construction activities for 
a project will mean that the funds for 
other funded activities cannot reason-
ably be expected to be expended for eli-
gible costs during the remaining term 
of the grant; 

(3) If the actual total cost of acquisi-
tion, rehabilitation, or new construc-
tion for a project is less than the total 
cost agreed to in the grant agreement; 

(4) If the actual annual leasing costs, 
operating costs, supportive services 
costs, rental assistance costs, or HMIS 
costs are less than the total cost 
agreed to in the grant agreement for a 
one-year period; 

(5) Program participants have not 
moved into units within 3 months of 
the time that the units are available 
for occupancy; and 

(6) The grant agreement may set 
forth in detail other circumstances 
under which funds may be deobligated 
and other sanctions may be imposed. 

§ 578.109 Closeout. 

(a) In general. Grants will be closed 
out in accordance with the require-
ments of 2 CFR part 200, subpart D, and 
closeout procedures established by 
HUD. 

(b) Reports. Applicants must submit 
all reports required by HUD no later 
than 90 days from the date of the end of 
the project’s grant term. 

(c) Closeout agreement. Any obliga-
tions remaining as of the date of the 
closeout must be covered by the terms 
of a closeout agreement. The agree-
ment will be prepared by HUD in con-
sultation with the recipient. The agree-
ment must identify the grant being 
closed out, and include provisions with 
respect to the following: 

(1) Identification of any closeout 
costs or contingent liabilities subject 
to payment with Continuum of Care 
program funds after the closeout agree-
ment is signed; 

(2) Identification of any unused grant 
funds to be deobligated by HUD; 

(3) Identification of any program in-
come on deposit in financial institu-
tions at the time the closeout agree-
ment is signed; 

(4) Description of the recipient’s re-
sponsibility after closeout for: 

(i) Compliance with all program re-
quirements in using program income 
on deposit at the time the closeout 
agreement is signed and in using any 
other remaining Continuum of Care 
program funds available for closeout 
costs and contingent liabilities; 

(ii) Use of real property assisted with 
Continuum of Care program funds in 
accordance with the terms of commit-
ment and principles; 

(iii) Use of personal property pur-
chased with Continuum of Care pro-
gram funds; and 

(iv) Compliance with requirements 
governing program income received 
subsequent to grant closeout. 

(5) Other provisions appropriate to 
any special circumstances of the grant 
closeout, in modification of or in addi-
tion to the obligations in paragraphs 
(c)(1) through (4) of this section. 

[77 FR 45442, July 31, 2012, as amended at 80 
FR 75940, Dec. 7, 2015] 
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