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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

§1303.53

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,
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.

bonding, and

§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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