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this section may be recorded in the of-
ficial real property records for the ju-
risdiction where the facility is located 
to serve as a notice of federal interest. 

(2) If a grantee cannot file the lease 
or occupancy agreement described in 
paragraph (b)(1)(vi) of this section in 
the official real property records for 
the jurisdiction where the facility is 
located, it may file an abstract. The 
abstract must include the names and 
addresses of parties to the lease or oc-
cupancy agreement, terms of the lease 
or occupancy agreement, and informa-
tion described in paragraphs (a)(1) 
through (9) of this section. 

(c) Modular units. A notice of federal 
interest on a modular unit the grantee 
purchased or renovated must be visible 
and clearly posted on the exterior of 
the modular and inside the modular 
and must include: 

(1) The grantee’s correct legal name 
and current mailing address; 

(2) The grant award number, amount 
and date of initial funding award or 
initial use of base grant funds to pur-
chase or renovate; 

(3) A statement that the notice of 
federal interest includes any Head 
Start funds subsequently used for 
major renovations to the modular unit; 

(4) A statement that the facility and 
real property will only be used for pur-
poses consistent with the Act and ap-
plicable Head Start regulations; 

(5) A statement that the modular 
unit will not be mortgaged or used as 
collateral, sold or otherwise trans-
ferred to another party, without the re-
sponsible HHS official’s written per-
mission; 

(6) A statement that the federal in-
terest cannot be subordinated, dimin-
ished, nullified or released through en-
cumbrance of the property, transfer to 
another party, or any other action the 
grantee takes without the responsible 
HHS official’s written permission; 

(7) A statement that the modular 
unit cannot be moved to another loca-
tion without the responsible HHS offi-
cial’s written permission; 

(8) A statement that confirms that 
the agency’s governing body has re-
ceived a copy of the filed notice of fed-
eral interest and the date the gov-
erning body was provided with a copy; 
and, 

(9) The name, title, and signature of 
the person who completed the notice 
for the grantee agency. 

§ 1303.48 Grantee limitations on fed-
eral interest. 

(a) A grantee cannot mortgage, use 
as collateral for a credit line or for 
other loan obligations, or, sell or trans-
fer to another party, a facility, real 
property, or a modular unit it has pur-
chased, constructed or renovated with 
Head Start funds, without the respon-
sible HHS official’s written permission. 

(b) A grantee must have the respon-
sible HHS official’s written permission 
before it can use real property, a facil-
ity, or a modular unit subject to fed-
eral interest for a purpose other than 
that for which the grantee’s applica-
tion was approved. 

§ 1303.49 Protection of federal interest 
in mortgage agreements. 

(a) Any mortgage agreement or other 
security instrument that is secured by 
real property or a modular unit con-
structed or purchased in whole or in 
part with federal funds or subject to 
renovation with federal funds must: 

(1) Specify that the responsible HHS 
official can intervene in case the grant-
ee defaults on, terminates or with-
draws from the agreement; 

(2) Designate the responsible HHS of-
ficial to receive a copy of any notice of 
default given to the grantee under the 
terms of the agreement and include the 
regional grants management officer’s 
current address; 

(3) Include a clause that requires any 
action to foreclose the mortgage agree-
ment or security agreement be sus-
pended for 60 days after the responsible 
HHS official receives the default notice 
to allow the responsible HHS official 
reasonable time to respond; 

(4) Include a clause that preserves 
the notice of federal interest and the 
grantee’s obligation for its federal 
share if the responsible HHS official 
fails to respond to any notice of default 
provided under this section; 

(5) Include a statement that requires 
the responsible HHS official to be paid 
the federal interest before foreclosure 
proceeds are paid to the lender, unless 
the official’s rights under the notice of 
federal interest have been subordinated 
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by a written agreement in conformance 
with § 1303.51; 

(6) Include a clause that gives the re-
sponsible HHS official the right to cure 
any default under the agreement with-
in the designated period to cure the de-
fault; and, 

(7) Include a clause that gives the re-
sponsible HHS official the right to as-
sign or transfer the agreement to an-
other interim or permanent grantee. 

(b) A grantee must immediately no-
tify the responsible HHS official of any 
default under an agreement described 
in paragraph (a) of this section. 

§ 1303.50 Third party leases and occu-
pancy arrangements. 

(a) After November 7, 2016, if a grant-
ee receives federal funds to purchase, 
construct or renovate a facility on real 
property the grantee does not own or 
to purchase or renovate a modular unit 
on real property the grantee does not 
own, the grantee must have a lease or 
other occupancy agreement of at least 
30 years for purchase or construction of 
a facility and at least 15 years for a 
major renovation or placement of a 
modular unit. 

(b) The lease or occupancy agreement 
must: 

(1) Provide for the grantee’s right of 
continued use and occupancy of the 
leased or occupied premises during the 
entire term of the lease; 

(2) Designate the regional grants 
management officer to receive a copy 
of any notice of default given to the 
grantee under the terms of the agree-
ment and include the regional grants 
management officer’s current address; 

(3) Specify that the responsible HHS 
official has the right to cure any de-
fault under the lease or occupancy 
agreement within the designated pe-
riod to cure default; and, 

(4) Specify that the responsible HHS 
official has the right to transfer the 
lease to another interim or replace-
ment grantee. 

§ 1303.51 Subordination of the federal 
interest. 

Only the responsible HHS official can 
subordinate federal interest to the 
rights of a lender or other third party. 
Subordination agreements must be in 
writing and the mortgage agreement or 

security agreement for which subordi-
nation is requested must comply with 
§ 1303.49. When the amount of federal 
funds already contributed to the facil-
ity exceeds the amount to be provided 
by the lender seeking subordination, 
the federal interest may only be subor-
dinated if the grantee can show that 
funding is not available without subor-
dination of the federal interest. 

§ 1303.52 Insurance, bonding, and 
maintenance. 

(a) Purpose. If a grantee uses federal 
funds to purchase or continue purchase 
on a facility, excluding modular units, 
the grantee must obtain a title insur-
ance policy for the purchase price that 
names the responsible HHS official as 
an additional loss payee. 

(b) Insurance coverage. (1) If a grantee 
uses federal funds to purchase or con-
tinue purchase on a facility or modular 
unit the grantee must maintain phys-
ical damage or destruction insurance 
at the full replacement value of the fa-
cility, for as long as the grantee owns 
or occupies the facility. 

(2) If a facility is located in an area 
the National Flood Insurance Program 
defines as high risk, the grantee must 
maintain flood insurance for as long as 
the grantee owns or occupies the facil-
ity. 

(3) A grantee must submit to the re-
sponsible HHS official, within 10 days 
after coverage begins, proof of insur-
ance coverage required under para-
graphs (a) and (b) of this section. 

(c) Maintenance. A grantee must keep 
all facilities purchased or constructed 
in whole or in part with Head Start 
funds in good repair in accordance with 
all applicable federal, state, and local 
laws, rules and regulations, including 
Head Start requirements, zoning re-
quirements, building codes, health and 
safety regulations and child care li-
censing standards. 

§ 1303.53 Copies of documents. 

A grantee must submit to the respon-
sible HHS official, within 10 days after 
filing or execution, copies of deeds, 
leases, loan instruments, mortgage 
agreements, notices of federal interest, 
and other legal documents related to 
the use of Head Start funds for pur-
chase, construction, major renovation, 
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