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REGULATION
OMB Proposes Major Overhaul of 
Federal Grant Rules (2 CFR Part 200)

  COMMENT DEADLINE

July 13, 2026

Docket: OMB-2026-0034

NACo KEY ASKS

• Extend effective date past Oct. 1

• Provide carve-outs for counties

• Clarify pass-through obligations
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How Is the Focus of Federal Assistance Changing?

Historical Focus

• OMB guidance to departments

• Program performance

• Financial accountability

• Compliance

Focus Moving Forward

• OMB governmentwide regulation

• National policy priorities

• New termination and stop-order tools

• Workforce and recipient verification

• Payment reimbursement justification

• Major audit and liability risk factors

• Real-time oversight

OMB’s stated goals: improve transparency, accountability, and oversight; clarify 2 CFR as regulation; and reduce recipient burden.



The Big Picture
What OMB is proposing and why it matters

The proposed rewrite represents the most significant overhaul of federal grants administration since the original Uniform 
Guidance was implemented. According to OMB, these provisions are meant to reduce likelihood of future legal actions.

Additional Oversight

• Political appointees would 

have final say over who gets 

discretionary grants

• Major focus on aligning 

federal awards to the 

administration's policy goals

Easier to Cut Funding

• Agencies may cancel any 

discretionary grant at any time 

without cause, including mass 

terminations of awards

• NEW stop-work authority

• No clear due process to contest 

federal decisions

More Restrictions & 
Paperwork

• New limits on what grant money 

can pay for

• Written justifications required 

with every payment request

• E-Verify requirements

• More subrecipient oversight

• Increased compliance



What Federal Programs Are Impacted 
by This Proposed Rule?
This rule affects every county that receives, administers, or passes through federal grant funding 

— which is virtually every county in the country.

• Every federal grant, cooperative agreement, and pass-

through award received by counties

• Competitive grants for transportation, housing, public 

safety, and economic development

• Formula grants and block grants are subject to all new 

policy conditions, yet exempt from termination clauses

• Disaster recovery grants are subject to all new policy 

conditions, yet exempt from termination clauses

• Subawards and pass-through funding counties distribute 

to nonprofits and other subrecipients

• County-operated health, workforce, housing, and 

human services programs

• County health departments administering public 

health grants — particularly programs touching 

abortion services

• Counties in border regions or with international 

partnerships on water, infrastructure, or public safety

• Any county-controlled public facility or property 

where the county receives federal funds



Four Broad Sections — and the Dates That Matter

1 Administrative Changes

2 Pre-Award Rules

3 Grant Administration (post-award) 
Rules

4 Audit Requirements

Key Dates

▪ May 29, 2026 — published in the Federal 

Register

▪ July 13, 2026 — public comments due 

(Docket No. OMB-2026-0034)

▪ October 1, 2026 — effective date for new 

and renewed awards, if finalized

▪ Late 2026 / early 2027 — plausible window 

for a final rule



1. Administrative Changes: Expanded Authority to Cut Off Funding
Discretionary terminations and suspensions

Federal agencies could terminate ANY discretionary grant at 
ANY TIME for ANY REASON — with no warning and no appeal. 

Discretionary Termination

• Effective immediately — no objection or appeal

• Mass terminations of entire grant categories 
expressly permitted

• Not reported to SAM.gov — limits public 
accountability

• Pass-through awards must include same language 
in subawards to subrecipients

Discretionary Suspensions

• Stop-work orders suspending activity for up to 90 days

• Can be issued at any time with minimal explanation

• Echoes early 2025 grant 'freezes' that courts partially 
blocked

• Rule is designed to give those freezes clearer legal 
footing going forward



1. Administrative Changes: How Discretionary Grant Selection Would Change
Shifting decisions from experts to political appointees

New process for every federal award

1 NOFO must align with administration priorities before publication 
– currently reviewed through a political lens (will continue)

2 Expert/peer review panel evaluates proposals (still exists — 
advisory only)

3 Senior political appointee reviews ALL awards

4 Implementing E.O.s into grant requirements (DEI, gender, 
immigration, national policy priorities)

5 Award issued — or denied, with no required explanation

Key risks

Decisions slowed

Institutions with higher indirect 
costs disadvantaged

'Anti-American values' is undefined 
— broad discretion to deny

NOFOs can be cancelled after a 
White House change

Prior agency employment must be 
disclosed



2. Pre-Award Rules
KEY CHANGE: Political Appointees Gain New Pre-Award Review and Risk Authority

1 Pre-Issuance Review by Senior Appointees
§ 200.205(b)

Agency heads must designate senior political appointees to 

review every discretionary award before issuance. Peer review 

recommendations become advisory only — not binding.

2 Preference for Lower Indirect Cost Rates
§ 200.205(b)

The proposed rule states that agencies should favor 

institutions with lower indirect cost rates and a broader 

recipient base.

3 Expanded Risk Assessment Factors
§ 200.206(b)

Agencies may now weigh financial capacity, “questionable 

practices,” civil-rights and religious-liberty compliance, group 

affiliations, and — for higher ed — Section 117 foreign-gift 

disclosure.

4 Specific Conditions Authority
§ 200.208

Agencies gain broad power to add, adjust, or remove award 

conditions at any time — including new program-wide 

conditions when risk is elevated.



3. Grant Administration: When You Pass Funds to Subrecipients
New obligations for counties as pass-through entities

All new conditions must flow down to every subrecipient

Counties must pass every new prohibition and condition down to nonprofits, other local governments, and community 
groups receiving federal pass-through funds — more monitoring and paperwork for county staff.

Affiliated entities must now be classified and reported as subawards or contracts
Transfers to county hospitals, housing authorities, water districts, and affiliated nonprofits must now be classified and 
reported as subawards — not internal allocations. This triggers SAM.gov reporting, compliance flow-down and 
monitoring obligations for entities previously exempt.

Subrecipient compliance risk flows back to your county

Subrecipients in housing, behavioral health, workforce, and social services may have difficulty certifying compliance 
with the new content restrictions — creating liability for your county as the pass-through entity.

All subawards must be logged in SAM.gov

Failure to report subawards in SAM.gov is grounds for grant termination, with no cure period specified in the 
proposed rule.



SPOTLIGHT:
Viewpoint Neutrality: Beyond Federally Funded Activities
§ 200.219 — applies to county-owned property regardless of federal funding

Unlike most provisions in this rule, this requirement applies to activities NOT funded by any 
federal grant — as long as they occur on county-owned, leased, or controlled property.

Viewpoint-neutral fees and policies

Counties, cities, states, and public universities cannot charge different fees or apply different policies based 
on viewpoint, content, or political, ideological, or religious perspective of speakers or events.

Applies to ALL events on county-owned property

This covers every event sponsored, hosted, or permitted on property the county owns, leases, or controls — 
even events with zero federal funding involved.

May go further than the First Amendment already requires

Although OMB frames this as a free speech protection, the provision may impose obligations beyond what the 
First Amendment already requires of state and local government entities.



What Counties Should Do Now

1 Before July 13
Review Proposed Regulation and File Comments

Submit comments to OMB by July 13. Most effective comments identify specific statutory conflicts or 
document real-world impacts on program delivery, including pro’s, con’s and areas needed for clarity.

2 Now
Inventory Your Federal Funing Awards

Identify which federal discretionary grants are most critical to your operations, including state-passed 
throughs to your county and county-managed federal funding that is sub granted or contracted for service.

3 Now
Map Statutory Conflicts

For each key program, identify where program-specific statutes may conflict with OMB's requirements. 
These are important areas for comments, clarity and even potential congressional and legal engagement.

4 If rule finalizes
Update Agreements & Systems

Subgrant templates, monitoring protocols, and payment documentation systems would all need a major 
revision. Begin scoping the changes now.

5 Ongoing
Consult Legal Counsel
For active awards, consult your county counsel and auditors on provisions that may affect existing grants.



NUTRITION
H.R. 1 — SNAP Cost Shifts
NACo Pushes for a Two-Year Delay

What the 
rule does: 

H.R. 1 shifts new SNAP benefit and administrative costs onto states, with the 

administrative cost share taking effect next fiscal year. NACo continues to push for a 

two-year delay on both cost shifts.

T H E  AS K

·  2-yr delay: SNAP benefits

·  2-yr delay: admin costs

·  Admin cost share hits in FY27

·  Timeline is urgent

O H I O  E X AM P L E

·  USDA released FY25 rates

·  States pick FY25/FY26 rate

·  Ohio rate: -2.25% (FY24)

·  Still owes 5% (~$160M)

L E G I S L AT I V E  V E H I C L E
• Preferred: the Farm Bill, which 

typically carries SNAP and 
nutrition provisions

• Open to any vehicle that 
extends the cost-share delay

• Continuing to press Congress 
given the FY27 deadline

Context:
Enacted under H.R. 1, which shifts new SNAP benefit and administrative costs onto states beginning in 
FY 2027. USDA's newly released FY 2025 error rates will help set states' benefit cost share starting in FY 
2028.
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HOUSING
21st Century ROAD to Housing Act  — 
Most Significant Reforms in 3 Decades

W H E R E  T H I N G S  S T A N D

House passed H.R. 6644
390–9, Feb. 9

Senate passed combined bill
89–10, Mar. 12

House passed amended version
396–13, May 20

Senate introduced compromise bill
Reconciled differences with House, Senate and White House

Congress passed compromise bill
Compromise bill expected to be signed by the president

N A C o  P o s i t i o n

Support the compromise bill 
and urge Congress and the 
White House to deliver housing 
relief for counties.

K E Y  C O U N T Y  P R O V I S I O N S

• Revises Build Now Act – Includes waivers for 
disaster-prone counties 

• Maintains local program flexibility

• Expands housing supply tools for counties
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• Authorizes CDBG-DR for 3-years



ELECTIONS
SAVE America Act (H.R. 7296) — 
New Burdens on County Election Officials

W H A T  T H E  B I L L  W O U L D  D O A d m i n i s t r a t i v e  B u r d e n s

Requires costly election-system 
overhauls and mass poll-worker 
retraining, with no dedicated federal 
funding.

S T A T E  O F  P L A Y

• House passed the bill on a partisan basis

• Senate Majority Leader Thune does not want to 
eliminate filibuster

• Potential inclusion in reconciliation 3.0
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• Stuck in Senate without 60 votes needed to 
advance 

• New uniform federal standard 

• Immediate implementation 

• New record requirement

• Criminal penalties on election workers

• Workforce training burdens



LOOKING AHEAD Key Dates & Milestones

August August Recess — Member Engagement Window
Prime time for county officials to meet with senators and representatives back in their home districts. NaCo members should schedule 
in-district meetings now.

Sep 2026
NACo Kicks Off New Legislative Summit Series
10-policy-area convening series launches; deep member engagement driving legislative priorities through year-end and into the 120th 
Congress.

Sep 30, 2026
Surface Transportation & Farm Bill Expire
Both authorizations expire simultaneously; must-pass status creates leverage for county provisions. NaCo mobilizing Senate on BUILD 
America 250 companion and Farm Bill rural priorities.

Oct 2026
H.R. 1 Medicaid Provisions Kick In
25% FMAP reductions and provider tax provisions take effect; counties with hospitals and indigent care programs face immediate 
budget pressure. Work requirements also begin phasing in.

Nov 3, 2026
Midterm Elections
All 435 House seats and 34 Senate seats on the ballot. Results reshape the legislative landscape for the 120th Congress; NACo 
relationships with incoming members are critical.

Nov–Dec 2026
Lame Duck Session
Final window to advance must-pass priorities before the 120th Congress is seated. NaCo targets surface transportation, Farm Bill, and 
appropriations as top lame duck priorities.
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National Association of Counties
S t r o n g e r  C o u n t i e s .  S t r o n g e r  A m e r i c a .

660 North Capitol Street
Washington, D.C. 20001
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