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risk of partial and total physical de-
structions. The recipient must main-
tain this policy for the period of time 
that the recipient owns the real estate. 

§ 1631.19 Accounting and reporting to 
LSC. 

A recipient must maintain an ac-
counting of the amount of LSC funds 
relating to the purchase or mainte-
nance of real estate purchased with 
LSC funds. The accounting must in-
clude the amount of LSC funds used to 
pay for acquisition costs, financing, 
and capital improvements. The recipi-
ent must provide the accounting for 
each year to LSC no later than April 30 
of the following year or in its annual 
audited financial statements submitted 
to LSC. 

§ 1631.20 Disposing of real estate pur-
chased with LSC funds. 

(a) Disposal by LSC recipients. During 
the term of an LSC grant or contract, 
a recipient must seek LSC’s prior writ-
ten approval to dispose of real estate 
purchased with LSC funds by: 

(1) Selling the property after having 
advertised for and received offers; or 

(2) Transferring the property to an-
other recipient of LSC funds, in which 
case the recipient may be compensated 
by the recipient receiving the property 
for the percentage of the property’s 
current fair market value that is equal 
to the percentage of the costs of the 
original acquisition and costs of any 
capital improvements borne by non- 
LSC funds. 

(b) Disposal after a recipient no longer 
receives LSC funding. When a recipient 
who owns real estate purchased with 
LSC funds stops receiving LSC funds, it 
must seek LSC’s prior written approval 
to dispose of the property in one of the 
following ways: 

(1) Transfer the property title to an-
other grantee of LSC funds, in which 
case the recipient may be compensated 
the percentage of the property’s cur-
rent fair market value that is equal to 
the percentage of the costs of the origi-
nal acquisition and costs of any capital 
improvements by non-LSC funds; 

(2) Buyout LSC’s interest in the prop-
erty (i.e., pay LSC the percentage of 
the property’s current fair market 

value proportional to its percent inter-
est in the property); or 

(3) Sell the property to a third party 
and pay LSC a share of the sale pro-
ceeds proportional to its interest in the 
property, after deducting actual and 
reasonable closing costs, if any. 

(4) When a recipient stops receiving 
LSC funds because it merged with or is 
succeeded by another recipient, it may 
transfer the property to the new recipi-
ent. The two entities must execute an 
LSC-approved successor in interest 
agreement that requires the transferee 
to use the property primarily to pro-
vide legal services to eligible clients 
under the requirements of the LSC Act, 
applicable appropriations acts, and 
LSC regulations. 

(c) Prior approval process. No later 
than 60 days before a recipient or 
former recipient proposes to dispose of 
real estate purchased with LSC funds, 
the recipient or former recipients must 
submit a written request for prior ap-
proval to dispose of the property to 
LSC. The request must include: 

(1) The proposed method of disposi-
tion and an explanation of why the pro-
posed method is in the best interests of 
LSC and the recipient; 

(2) Documentation showing the fair 
market value of the property at the 
time of transfer or sale, including, but 
not limited to, an independent ap-
praisal of the property and competing 
bona fide offers to purchase the prop-
erty; 

(3) A description of the recipient’s 
process for advertising the property for 
sale and receiving offers; 

(4) An accounting of all LSC funds 
used in the acquisition and any capital 
improvements of the property. The ac-
counting must include the amount of 
LSC funds used to pay for acquisition 
costs, financing, and capital improve-
ments; and 

(5) Information on the proposed 
transferee or buyer of the property and 
a document evidencing the terms of 
transfer or sale. 

§ 1631.21 Retaining income from sale 
of real estate purchased with LSC 
funds. 

(a) During the term of an LSC grant 
or contract, a recipient may retain and 
use income from any sale of real estate 
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