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States (and any duly authorized rep-
resentatives) access to any books, doc-
uments, papers, and records of the re-
cipient that are pertinent to assistance 
received. 

(Approved by the Office of Management and 
Budget under control number 2506–0142)

§ 585.402 Grant agreement. 

(a) General. The recipient will provide 
education and job training in accord-
ance with the requirements of this part 
as incorporated in a grant agreement 
executed by HUD and the recipient. 

(b) Enforcement. HUD will enforce the 
obligations in the grant agreement 
through such actions as may be appro-
priate, including repayment of funds 
that have already been disbursed to the 
recipient.

§ 585.403 Reporting requirements. 

(a) Quarterly Progress Reports. Each 
recipient of a Youthbuild grant must 
submit a report on a quarterly basis. 
The form and substance of the quar-
terly progress report will be provided 
to recipients. The Performance Evalua-
tion Report noted in paragraph (b) of 
this section will constitute the final 
Quarterly Report. 

(b) Performance Evaluation Report. 
Each recipient of a Youthbuild grant 
must submit a Performance Evaluation 
Report on activities undertaken and 
completed in accordance with the 
grant agreement. The form and sub-
stance of the Performance Evaluation 
Report shall be provided to recipients. 

(Approved by the Office of Management and 
Budget under control number 2506–0142)

§ 585.404 Program changes. 

(a) There are three basic types of 
changes that recipients may wish to 
make to their programs: 

(1) Grant Agreement amendments. 
(2) Material changes, which include, 

but are not limited to changes in hous-
ing sites, changes in significant par-
ticipating parties, and changes in ap-
proved activities. All material changes 
require HUD approval. 

(3) Self-implementing program 
changes, which may include changes in 
recipient staffing and content of cur-
riculum. All self-implementing changes 

require documentation in the recipi-
ent’s files. 

(b) Approval for Grant Agreement 
amendments and material changes is 
contingent upon the application rank-
ing remaining high enough after the 
approved change to have been competi-
tively selected for funding in the year 
the application was selected.

§ 585.405 Obligation and deobligation 
of funds. 

(a) Obligation of funds. When HUD and 
the applicant execute a grant agree-
ment, funds are obligated to carry out 
approved activities consistent with 
§ 585.205 or 585.305 of this part and in ac-
cordance with the grant agreement. 

(b) Increases. After the initial obliga-
tion of funds, HUD will not make revi-
sions to increase the amount obligated. 

(c) Deobligation. (1) HUD may 
deobligate all or parts of grants if the 
grant amounts are not expended within 
the term of the grant or if there is a 
condition of default as defined in the 
grant agreement. 

(2) HUD may award deobligated funds 
to applications previously submitted in 
response to the most recently pub-
lished NOFA, and in accordance with 
subpart B of this part.

§ 585.406 Primarily religious organiza-
tions. 

(a) Provision of assistance to primarily 
religious organizations. (1) HUD will pro-
vide Youthbuild assistance to a recipi-
ent that is a primarily religious orga-
nization if it agrees to provide housing, 
educational and training activities or 
supportive services in a manner that is 
free from religious influences and in 
accordance with the following prin-
ciples: 

(i) It will not discriminate against 
any employee or applicant for employ-
ment on the basis of religion and will 
not limit employment or give employ-
ment preference to persons on the basis 
of religion; 

(ii) It will not discriminate against 
any person applying for Youthbuild ac-
tivities, supportive services or housing 
on the basis of religion and will not 
limit such activities or services or give 
preference to persons on the basis of re-
ligion; and 
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(iii) It will provide no religious in-
struction or counseling, conduct no re-
ligious worship or services, engage in 
no religious proselytizing, and exert no 
other religious influence in the provi-
sion of housing, education, training ac-
tivities, or support services. 

(2) HUD will provide Youthbuild as-
sistance to a recipient that is a pri-
marily religious organization if the as-
sistance will not be used to construct 
or rehabilitate a property to be owned 
by the recipient, except as described in 
paragraph (b) of this section. 

(b) Rehabilitation and new construction 
of structures owned by a primarily reli-
gious organization. Grant funds may be 
used to rehabilitate or newly construct 
a structure owned by a primarily reli-
gious organization if the following con-
ditions are met: 

(1) The structure (or portion of the 
structure) that is to be rehabilitated or 
newly constructed with HUD assist-
ance has been leased to a recipient that 
is an existing or newly established 
wholly secular organization which may 
be established by the primarily reli-
gious organization under the provision 
of paragraph (c) of this section; 

(2) The HUD assistance is provided to 
the wholly secular organization (and 
not the primarily religious organiza-
tion) to make the improvements; 

(3) The leased structure will be used 
exclusively for secular purposes avail-
able to all persons regardless of reli-
gion; 

(4) The lease payments paid to the 
primarily religious organization do not 
exceed the fair market rent of the 
structure before any rehabilitation was 
completed; 

(5) The portion of the costs of any 
improvements that benefit any un-
leased portion of the structure will be 
allocated to, and paid for by, the pri-
marily religious organization; 

(6) The primarily religious organiza-
tion agrees that, if the recipient does 
not retain the use of the leased prem-
ises for wholly secular purposes for the 
useful life of the improvements, the 
primarily religious organization will 
pay an amount equal to the residual 
value of the improvements to the sec-
ular organization, and the secular or-

ganization will remit the amount to 
HUD. 

(c) Assistance to a wholly secular pri-
vate nonprofit organization established by 
a primarily religious organization. (1) A 
primarily religious organization may 
establish a wholly secular private non-
profit organization to serve as a recipi-
ent. The wholly secular organization 
may be eligible to receive other forms 
of assistance available under this part. 

(i) The wholly secular organization 
must agree to provide housing and sup-
port services in a manner that is free 
from religious influences and in ac-
cordance with the principles set forth 
in paragraph (a) of this section. 

(ii) The wholly secular organization 
may enter into a contract with the pri-
marily religious organization to oper-
ate the housing or to provide support 
services. In such a case, the primarily 
religious organization must agree in 
the contract to carry out its contrac-
tual responsibilities in a manner free 
from religious influences and in ac-
cordance with the principles set forth 
in paragraph (a) of this section. 

(iii) The rehabilitation or new con-
struction grants are subject to the re-
quirements of paragraph (a) of this sec-
tion. 

(2) HUD will not require the pri-
marily religious organization to estab-
lish the wholly secular organization be-
fore the selection of its application. In 
such a case, the primarily religious or-
ganization may apply on behalf of the 
wholly secular organization. The appli-
cation will be reviewed on the basis of 
the primarily religious organization’s 
financial responsibility and capacity, 
and its commitment to provide appro-
priate resources to the wholly secular 
organization after formation. Access to 
the housing site is demonstrated if the 
primarily religious organization pro-
vides a commitment to transfer control 
of the site to the wholly secular orga-
nization after its formation. If such an 
application is selected for funding, the 
obligation of funds will be conditioned 
upon the establishment of a wholly sec-
ular organization that meets the defi-
nition of private nonprofit organiza-
tion in § 585.4.
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