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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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or the discharge of any debt secured by 
the facility. 

§ 1303.54 Record retention. 

A grantee must retain records perti-
nent to the lease, purchase, construc-
tion or renovation of a facility funded 
in whole or in part with Head Start 
funds, for as long as the grantee owns 
or occupies the facility, plus three 
years. 

§ 1303.55 Procurement procedures. 

(a) A grantee must comply with all 
grants management regulations, in-
cluding specific regulations applicable 
to transactions in excess of the current 
simplified acquisition threshold, cost 
principles, and its own procurement 
procedures, and must provide, to the 
maximum extent practical, open and 
full competition. 

(b) A grantee must obtain the respon-
sible HHS official’s written approval 
before it uses Head Start funds, in 
whole or in part, to contract construc-
tion or renovation services. The grant-
ee must ensure these contracts are paid 
on a lump sum fixed-price basis. 

(c) A grantee must obtain prior writ-
ten approval from the responsible HHS 
official for contract modifications that 
would change the scope or objective of 
a project or would materially alter the 
costs, by increasing the amount of 
grant funds needed to complete the 
project. 

(d) A grantee must ensure all con-
struction and renovation contracts 
paid, in whole or in part with Head 
Start funds contain a clause that gives 
the responsible HHS official or his or 
her designee access to the facility, at 
all reasonable times, during construc-
tion and inspection. 

§ 1303.56 Inspection of work. 

The grantee must submit to the re-
sponsible HHS official a final facility 
inspection report by a licensed engi-
neer or architect within 30 calendar 
days after the project is completed. 
The inspection report must certify that 
the facility complies with local build-
ing codes, applicable child care licens-
ing requirements, is structurally sound 
and safe for use as a Head Start facil-
ity, complies with the access require-
ments of the Americans with Disabil-

ities Act, section 504 of the Rehabilita-
tion Act, and the Flood Disaster Pro-
tection Act of 1973, and complies with 
National Historic Preservation Act of 
1966. 

Subpart F—Transportation 

§ 1303.70 Purpose. 

(a) Applicability. This rule applies to 
all agencies, including those that pro-
vide transportation services, with the 
exceptions and exclusions provided in 
this section, regardless of whether such 
transportation is provided directly on 
agency owned or leased vehicles or 
through arrangement with a private or 
public transportation provider. 

(b) Providing transportation services. 
(1) If a program does not provide trans-
portation services, either for all or a 
portion of the children, it must provide 
reasonable assistance, such as informa-
tion about public transit availability, 
to the families of such children to ar-
range transportation to and from its 
activities, and provide information 
about these transportation options in 
recruitment announcements. 

(2) A program that provides transpor-
tation services must make reasonable 
efforts to coordinate transportation re-
sources with other human services 
agencies in its community in order to 
control costs and to improve the qual-
ity and the availability of transpor-
tation services. 

(3) A program that provides transpor-
tation services must ensure all acci-
dents involving vehicles that transport 
children are reported in accordance 
with applicable state requirements. 

(c) Waiver. (1) A program that pro-
vides transportation services must 
comply with all provisions in this sub-
part. A Head Start program may re-
quest to waive a specific requirement 
in this part, in writing, to the respon-
sible HHS official, as part of an agen-
cy’s annual application for financial 
assistance or amendment and must 
submit any required documentation 
the responsible HHS official deems nec-
essary to support the waiver. The re-
sponsible HHS official is not authorized 
to waive any requirements with regard 
to children enrolled in an Early Head 
Start program. A program may request 
a waiver when: 
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