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shall constitute final administrative
action on the complaint.

(Approved by the Office of Management and
Budget under control number 2577-0191)

§1003.511 Use of escrow accounts for
rehabilitation of privately owned
residential property.

(a) Limitations. A grantee may with-
draw funds from its line of credit for
immediate deposit into an escrow ac-
count for use in funding loans and
grants for the rehabilitation of pri-
vately owned vresidential property
under §1003.202(a)(1). The following ad-
ditional limitations apply to the use of
escrow accounts for residential reha-
bilitation loans and grants closed after
September 7, 1990:

(1) The use of escrow accounts under
this section is limited to loans and
grants for the rehabilitation of pri-
marily residential properties con-
taining no more than four dwelling
units (and accessory neighborhood-
scale non-residential space within the
same structure, if any, e.g., a store
front below a dwelling unit).

(2) An escrow account shall not be
used unless the contract between the
property owner and the contractor se-
lected to do the rehabilitation work
specifically provides that payment to
the contractor shall be made through
an escrow account maintained by the
grantee, by a subrecipient as defined in
§1003.4, by a public agency designated
under §1003.500(a), or by an agent under
a procurement contact governed by the
requirements of 24 CFR 85.36. No de-
posit to the escrow account shall be
made until after the contract has been
executed between the property owner
and the rehabilitation contractor.

(3) All funds withdrawn under this
section shall be deposited into one in-
terest earning account with a financial
institution. Separate bank accounts
shall not be established for individual
loans and grants.

(4) The amount of funds deposited
into an escrow account shall be limited
to the amount expected to be disbursed
within 10 working days from the date
of deposit. If the escrow account, for
whatever reason, at any time contains
funds exceeding 10 days cash needs, the
grantee immediately shall transfer the
excess funds to its program account. In
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the program account, the excess funds
shall be treated as funds erroneously
drawn in accordance with the require-
ments of U.S. Treasury Financial Man-
ual, paragraph 6-2075.30.

(5) Funds deposited into an escrow
account shall be used only to pay the
actual costs of rehabilitation incurred
by the owner under the contract with a
private contractor. Other eligible costs
related to the rehabilitation loan or
grant, e.g., the grantee’s administra-
tive costs under §1003.206 or rehabilita-
tion services costs under §1003.202(b)(9),
are not permissible uses of escrowed
funds. Such other eligible rehabilita-
tion costs shall be paid under normal
ICDBG payment procedures (e.g., from
withdrawals of grant funds under the
grantee’s line of credit with the Treas-
ury).

(b) Interest. Interest earned on escrow
accounts established in accordance
with this section, less any service
charges for the account, shall be remit-
ted to HUD at least quarterly but not
more frequently than monthly. Inter-
est earned on escrow accounts is not
required to be remitted to HUD to the
extent the interest is attributable to
the investment of program income.

(c) Remedies for noncompliance. If HUD
determines that a grantee has failed to
use an escrow account in accordance
with this section, HUD may, in addi-
tion to imposing any other sanctions
provided for under this part, require
the grantee to discontinue the use of
escrow accounts, in whole or in part.

Subpart G—Other Program
Requirements

§1003.600 Faith-based activities.

(a) Religious organizations are eligi-
ble, on the same basis as any other eli-
gible organization, to participate in
the ICDBG program. Neither the fed-
eral government nor a tribal govern-
ment nor any other entity that admin-
isters any program or activity under
this part shall discriminate against an
organization on the basis of the organi-
zation’s religious character or affili-
ation.

(b) Organizations that receive direct
HUD funds under the ICDBG program
may not engage in inherently religious
activities, such as worship, religious
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instruction, or proselytization, as part
of the programs or services funded
under this part. If an organization con-
ducts such inherently religious activi-
ties, the inherently religious activities
must be offered separately, in time or
location, from the programs, activities
or services supported by direct HUD
funds under this part, and participa-
tion must be voluntary for the bene-
ficiaries of the programs, activities, or
services provided.

(c) A religious organization that par-
ticipates in the ICDBG program will re-
tain its independence from federal,
state, local, and tribal governments,
and may continue to carry out its mis-
sion, including the definition, practice,
and expression of its religious beliefs,
provided that it does not engage in any
inherently religious activities, such as
worship, religious instruction, or pros-
elytization, as part of the programs or
services funded under a program or ac-
tivity pursuant to this part. Among
other things, religious organizations
may use space in their facilities to pro-
vide ICDBG-funded services, without
removing religious art, icons, scrip-
tures, or other religious symbols. In
addition, a religious organization par-
ticipating in the ICDBG program re-
tains its authority over its internal
governance, and it may retain religious
terms in its organization’s name, select
its board members on a religious basis,
and include religious references in its
organization’s mission statements and
other governing documents.

(d) A religious organization’s exemp-
tion from the federal prohibition on
employment discrimination on the
basis of religion, set forth in section
702(a) of the Civil Rights Act of 1964 (42
U.S.C. 2000e-1), is not forfeited when
the organization participates in a HUD
program. Some HUD programs, how-
ever, contain independent statutory
provisions that impose certain non-
discrimination requirements on all
grantees. Accordingly, grantees should
consult with the appropriate HUD pro-
gram office to determine the scope of
applicable requirements.

(e) An organization that receives di-
rect funds under the ICDBG program
shall not, in providing program assist-
ance, discriminate against a program
beneficiary or prospective program

24 CFR Ch. IX (4-1-07 Edition)

beneficiary on the basis of religion or
religious belief.

(f) ICDBG funds may not be used for
the acquisition, construction, or reha-
bilitation of structures to the extent
that those structures are used for in-
herently religious activities. ICDBG
funds may be used for the acquisition,
construction, or rehabilitation of
structures only to the extent that
those structures are used for con-
ducting eligible activities under this
part. Where a structure is used for both
eligible and inherently religious activi-
ties, ICDBG funds may not exceed the
cost of those portions of the acquisi-
tion, construction, or rehabilitation
that are attributable to eligible activi-
ties in accordance with the cost ac-
counting requirements applicable to
ICDBG funds in this part. Sanctuaries,
chapels, or other rooms that an
ICDBG-funded religious congregation
uses as its principal place of worship,
however, are ineligible for ICDBG-fund-
ed improvements. Disposition of real
property after the term of the grant, or
any change in use of the property dur-
ing the term of the grant, is subject to
governmentwide regulations governing
real property disposition (see 24 CFR
parts 84 and 85).

(g) If a tribal government voluntarily
contributes its own funds to supple-
ment federally funded activities, the
tribal government has the option to
segregate the federal funds or com-
mingle them. However, if the funds are
commingled, this section applies to all
of the commingled funds. Further, if a
state or local government is required
to contribute matching funds to sup-
plement a federally funded activity,
the matching funds are considered
commingled with the federal assistance
and therefore subject to the require-
ments of this section. Some HUD pro-
grams requirements govern any project
or activity assisted under those pro-
grams. Accordingly, grantees should
consult with the appropriate HUD pro-
gram office to determine the scope of
applicable requirements.

[69 FR 62169, Oct. 22, 2004]

§1003.601 Nondiscrimination.

(a) Under the authority of section
107(e)(2) of the Act, the Secretary
waives the requirement that grantees
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