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§1303.40

(b) The grant recipient’s decision to
terminate must not be arbitrary or ca-
pricious.

(c) The grant recipient must estab-
lish a process for defunding a delegate
agency, including an appeal of a
defunding decision and must ensure the
process is fair and timely.

(d) The grant recipient must notify
the responsible HHS official about the
appeal and its decision.

Subpart E—Facilities

§1303.40 Purpose.

This subpart prescribes what a grant
recipient must establish to show it is
eligible to purchase, construct and ren-
ovate facilities as outlined in section
644(c), (f) and (g) of the Act. It explains
how a grant recipient may apply for
funds, details what measures a grant
recipient must take to protect federal
interest in facilities purchased, con-
structed or renovated with grant funds,
and concludes with other administra-
tive provisions. This subpart applies to
major renovations. It only applies to
minor renovations and repairs, when
they are included with a purchase ap-
plication and are part of purchase
costs.

§1303.41 Approval of previously pur-
chased facilities.

If a grant recipient purchased a facil-
ity after December 31, 1986, and seeks
to use grant funds to continue to pay
purchase costs for the facility or to re-
finance current indebtedness and use
grant funds to service the resulting
debt, the grant recipient may apply for
funds to meet those costs. The grant
recipient must submit an application
that conforms to requirements in this
part and in the Act to the responsible
HHS official. If the responsible HHS of-
ficial approves the grant recipient’s ap-
plication, Head Start funds may be
used to pay ongoing purchase costs,
which include principal and interest on
approved loans.

§1303.42 Eligibility to purchase, con-
struct, and renovate facilities.
Before a grant recipient can apply for
funds to purchase, construct, or ren-
ovate a facility under §1303.44, it must
establish that:

45 CFR Ch. XIII (10-1-24 Edition)

(a) The facility will be available to
Indian Tribes, or rural or other low-in-
come communities;

(b) The proposed purchase, construc-
tion, or major renovation is within the
grant recipient’s designated service
area;

(c) The proposed purchase, construc-
tion, or major renovation is necessary
because the lack of suitable facilities
in the grant recipient’s service area
will inhibit the operation of the pro-
gram; and

(d) The proposed construction of a fa-
cility is more cost-effective than the
purchase of available facilities or ren-
ovation.

[89 FR 67816, Aug. 21, 2024]

§1303.43 Use of grant funds to pay
fees.

If a recipient seeks to use Federal
funds for reasonable fees and costs nec-
essary to submit an application under
§§1303.42 and 1303.44, they must be
granted approval from the responsible
HHS official. Once approval is granted
to use Federal funds to submit an ap-
plication, the funds are allowable re-
gardless of the outcome of the prelimi-
nary eligibility under §1303.42 and the
application under §1303.44.

[89 FR 67816, Aug. 21, 2024]

§1303.44 Applications to purchase,
construct, and renovate facilities.

(a) Application requirements. If a grant
recipient is preliminarily eligible
under §1303.42 to apply for funds to pur-
chase, construct, or renovate a facility,
it must submit to the responsible HHS
official:

(1) A statement that explains the an-
ticipated effect the proposed purchase,
construction or renovation has had or
will have on program enrollment, ac-
tivities and services, and how it deter-
mined what the anticipated effect
would be;

(2) A deed or other document showing
legal ownership of the real property
where facilities activity is proposed,
legal description of the facility site,
and an explanation why the location is
appropriate for the grant recipient’s
service area;

(3) Plans and specifications for the
facility, including square footage,
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structure type, the number of rooms
the facility will have or has, how the
rooms will be used, where the structure
will be positioned or located on the
building site, whether there is space
available for outdoor play, and whether
there is space available for parking, if
applicable;

(4) Certification by a licensed engi-
neer or architect that the facility is, or
will be upon completion, structurally
sound and safe for use as a Head Start
facility and that the facility complies,
or will comply upon completion, with
local building codes, applicable child
care licensing requirements, the acces-
sibility requirements of the Americans
with Disabilities Act, section 504 of the
Rehabilitation Act of 1973, the Flood
Disaster Protection Act of 1973, and the
National Historic Preservation Act of
1966;

(5) A description of proposed renova-
tions or repairs to make the facility
suitable for program activities, and
plans and specification that describe
the facility after renovation or repair;

(6) A proposed schedule that details
when the grant recipient will acquire,
renovate, repair and occupy the facil-
ity;

(7) An estimate by a licensed inde-
pendent certified appraiser of the fa-
cility’s value after proposed purchase
and associated repairs and renovations,
construction, or major renovation is
completed, either on-site or virtually,
is required for all facilities activities
except for major renovations to leased
property;

(8) The cost comparison described in
§1303.45;

(9) A statement that shows what
share of the purchase, construction, or
major renovation will be paid with
grant funds and what the grant recipi-
ent proposes to contribute as a non-
federal match to the purchase, con-
struction or major renovation;

(10) A statement from a lender, if a
grant recipient applies to use Head
Start funds to continue purchase on a
facility or refinance existing debt on a
facility that indicates the lender is
willing to comply with §1303.49;

(11) The terms of any proposed or ex-
isting loan(s) related to purchase, con-
struction or major renovation of the
facility, including copies of any fund-

§1303.45

ing commitment letters, mortgages,
promissory notes, potential security
agreements to be entered into, infor-
mation on all other sources of funding,
construction or major renovation, and
any restrictions or conditions imposed
by other funding sources;

(12) A Phase I environmental site as-
sessment that describes the environ-
mental condition of the proposed facil-
ity site and any structures on the site;

(13) A description of the efforts by
the grant recipient to coordinate or
collaborate with other providers in the
community to seek assistance, includ-
ing financial assistance, prior to the
use of funds under this section; and,

(14) Any additional information the
responsible HHS official needs to deter-
mine compliance with the regulations
in this part.

(b) Additional requirements for leased
properties. (1) If a grant recipient ap-
plies to renovate leased property, it
must submit to the responsible HHS of-
ficial information described in para-
graph (a) of this section, a copy of the
existing or proposed lease agreement,
and the landlord or lessor’s consent.

(2) If a grant recipient applies to pur-
chase a modular unit it intends to site
on leased property or on other property
the grant recipient does not own, the
grant recipient must submit to the re-
sponsible HHS official information de-
scribed in paragraph (a) of this section
and a copy of the proposed lease or
other occupancy agreement that will
allow the grant recipient access to the
modular unit for at least 15 years.

(c) Non-federal match. Any non-federal
match associated with facilities activi-
ties becomes part of the federal share
of the facility.

[81 FR 61412, Sept. 6, 2016, as amended at 89
FR 67816, Aug. 21, 2024]

§1303.45 Cost-comparison to purchase,
construct, and renovate facilities.

(a) Cost comparison. (1) If a grant re-
cipient proposes to purchase, con-
struct, or renovate a facility, it must
submit a detailed cost estimate of the
proposed activity, compare the costs
associated with the proposed activity
to other available alternatives in the
service area, and provide any addi-
tional information the responsible HHS
official requests. The grant recipient
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