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(b) Paragraph (a) of this section does 
not prohibit a child care provider from 
selecting children for child care slots 
that are not funded directly (i.e., 
through grants or contracts to pro-
viders) with assistance provided under 
the CCDF because such children or 
their family members participate on a 
regular basis in other activities of the 
organization that owns or operates 
such provider. 

(c) Notwithstanding paragraph (b) of 
this section, if 80 percent or more of 
the operating budget of a child care 
provider comes from Federal or State 
funds, including direct or indirect as-
sistance under the CCDF, the Lead 
Agency shall assure that before any 
further CCDF assistance is given to the 
provider, 

(1) The grant or contract relating to 
the assistance, or 

(2) The admission policies of the pro-
vider specifically provide that no per-
son with responsibilities in the oper-
ation of the child care program, 
project, or activity will discriminate, 
on the basis of religion, in the admis-
sion of any child. 

§ 98.47 Nondiscrimination in employ-
ment on the basis of religion. 

(a) In general, except as provided in 
paragraph (b) of this section, nothing 
in this part modifies or affects the pro-
vision of any other applicable Federal 
law and regulation relating to dis-
crimination in employment on the 
basis of religion. 

(1) Child care providers that receive 
assistance through grants or contracts 
under the CCDF shall not discriminate, 
on the basis of religion, in the employ-
ment of caregivers as defined in § 98.2. 

(2) If two or more prospective em-
ployees are qualified for any position 
with a child care provider, this section 
shall not prohibit the provider from 
employing a prospective employee who 
is already participating on a regular 
basis in other activities of the organi-
zation that owns or operates the pro-
vider. 

(3) Paragraphs (a)(1) and (2) of this 
section shall not apply to employees of 
child care providers if such employees 
were employed with the provider on 
November 5, 1990. 

(b) Notwithstanding paragraph (a) of 
this section, a sectarian organization 
may require that employees adhere to 
the religious tenets and teachings of 
such organization and to rules forbid-
ding the use of drugs or alcohol. 

(c) Notwithstanding paragraph (b) of 
this section, if 80 percent or more of 
the operating budget of a child care 
provider comes from Federal and State 
funds, including direct and indirect as-
sistance under the CCDF, the Lead 
Agency shall assure that, before any 
further CCDF assistance is given to the 
provider, 

(1) The grant or contract relating to 
the assistance, or 

(2) The employment policies of the 
provider specifically provide that no 
person with responsibilities in the op-
eration of the child care program will 
discriminate, on the basis of religion, 
in the employment of any individual as 
a caregiver, as defined in § 98.2. 

Subpart F—Use of Child Care and 
Development Funds 

§ 98.50 Child care services. 
(a) Of the funds remaining after ap-

plying the provisions of paragraphs (c), 
(d) and (e) of this section the Lead 
Agency shall spend a substantial por-
tion to provide child care services to 
low-income working families. 

(b) Child care services shall be pro-
vided: 

(1) To eligible children, as described 
in § 98.20; 

(2) Using a sliding fee scale, as de-
scribed in § 98.42; 

(3) Using funding methods provided 
for in § 98.30; and 

(4) Based on the priorities in § 98.44. 
(c) Of the aggregate amount of funds 

expended (i.e., Discretionary, Manda-
tory, and Federal and State share of 
Matching Funds), no less than four per-
cent shall be used for activities to im-
prove the quality of child care as de-
scribed at § 98.51. 

(d) Of the aggregate amount of funds 
expended (i.e., Discretionary, Manda-
tory, and Federal and State share of 
Matching Funds), no more than five 
percent may be used for administrative 
activities as described at § 98.52. 

(e) Not less than 70 percent of the 
Mandatory and Matching Funds shall 
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be used to meet the child care needs of 
families who: 

(1) Are receiving assistance under a 
State program under Part A of title IV 
of the Social Security Act, 

(2) Are attempting through work ac-
tivities to transition off such assist-
ance program, and 

(3) Are at risk of becoming dependent 
on such assistance program. 

(f) Pursuant to § 98.16(g)(4), the Plan 
shall specify how the State will meet 
the child care needs of families de-
scribed in paragraph (e) of this section. 

§ 98.51 Activities to improve the qual-
ity of child care. 

(a) No less than four percent of the 
aggregate funds expended by the Lead 
Agency for a fiscal year, and including 
the amounts expended in the State pur-
suant to § 98.53(b), shall be expended for 
quality activities. 

(1) These activities may include but 
are not limited to: 

(i) Activities designed to provide 
comprehensive consumer education to 
parents and the public; 

(ii) Activities that increase parental 
choice; and 

(iii) Activities designed to improve 
the quality and availability of child 
care, including, but not limited to 
those described in paragraph (2) of this 
section. 

(2) Activities to improve the quality 
of child care services may include, but 
are not limited to: 

(i) Operating directly or providing fi-
nancial assistance to organizations (in-
cluding private non-profit organiza-
tions, public organizations, and units 
of general purpose local government) 
for the development, establishment, 
expansion, operation, and coordination 
of resource and referral programs spe-
cifically related to child care; 

(ii) Making grants or providing loans 
to child care providers to assist such 
providers in meeting applicable State, 
local, and tribal child care standards, 
including applicable health and safety 
requirements, pursuant to §§ 98.40 and 
98.41; 

(iii) Improving the monitoring of 
compliance with, and enforcement of, 
applicable State, local, and tribal re-
quirements pursuant to §§ 98.40 and 
98.41; 

(iv) Providing training and technical 
assistance in areas appropriate to the 
provision of child care services, such as 
training in health and safety, nutri-
tion, first aid, the recognition of com-
municable diseases, child abuse detec-
tion and prevention, and care of chil-
dren with special needs; 

(v) Improving salaries and other com-
pensation (such as fringe benefits) for 
full-and part-time staff who provide 
child care services for which assistance 
is provided under this part; and 

(vi) Any other activities that are 
consistent with the intent of this sec-
tion. 

(b) Pursuant to § 98.16(h), the Lead 
Agency shall describe in its Plan the 
activities it will fund under this sec-
tion. 

(c) Non-Federal expenditures re-
quired by § 98.53(c) (i.e., the mainte-
nance-of-effort amount) are not subject 
to the requirement at paragraph (a) of 
this section. 

§ 98.52 Administrative costs. 

(a) Not more than five percent of the 
aggregate funds expended by the Lead 
Agency from each fiscal year’s allot-
ment, including the amounts expended 
in the State pursuant to § 98.53(b), shall 
be expended for administrative activi-
ties. These activities may include but 
are not limited to: 

(1) Salaries and related costs of the 
staff of the Lead Agency or other agen-
cies engaged in the administration and 
implementation of the program pursu-
ant to § 98.11. Program administration 
and implementation include the fol-
lowing types of activities: 

(i) Planning, developing, and design-
ing the Child Care and Development 
Fund program; 

(ii) Providing local officials and the 
public with information about the pro-
gram, including the conduct of public 
hearings; 

(iii) Preparing the application and 
Plan; 

(iv) Developing agreements with ad-
ministering agencies in order to carry 
out program activities; 

(v) Monitoring program activities for 
compliance with program require-
ments; 
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