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8§ 1309.1 Purpose and application.

This part prescribes regulations implementing
sections 644(c), (f) and (g) and 645A(b)(9) of the
Head Start Act, 42 U.S.C. 9801 et seq., as they ap-
ply to grantees operating Head Start programs (in-

cluding Early Head Start grantees) under the Act. It
prescribes the procedures for applying for Head
Start grant funds to purchase, construct, or make
major renovations to facilities in which to operate
Head Start programs. It also details the measures
which must be taken to protect the Federal interest
in such facilities purchased, constructed or reno-
vated with Head Start grant funds.

[68 FR 23219, May 1, 2003]

8§ 1309.2 Approval of previously purchased fa-
cilities.

Head Start grantees (including Early Head Start
grantees) which purchased facilities after December
31, 1986, and which are continuing to pay costs of
purchasing those facilities, may apply to receive
Head Start funds to meet those costs by submitting
applications which conform to the requirements of
this part and the Act. A grantee may only use grant
funds to pay facility purchase costs incurred after
the responsible HHS official approves its applica-
tion.

[68 FR 23219, May 1, 2003]

§ 1309.3 Definitions.

As used in this part,

ACF means the Administration for Children and
Families in the Department of Health and Human
Services, and includes the Regional Offices.

Acquire means to purchase or construct in whole
or in part with Head Start grant funds through pay-
ments made in satisfaction of a mortgage agreement
(both principal and interest), as a down payment,
and for professional fees, closing costs and any
other costs associated with the purchase or con-
struction of the property that are usual and custom-
ary for the locality.

Act means the Head Start Act, 42 U.S.C. section
9801, et seq.

ACYF means the Administration on Children,
Youth and Families, a component of the Admini-
stration for Children and Families in the Depart-
ment of Health and Human Services.

Construction means new buildings, and excludes
renovations, alterations, additions, or work of any
kind to existing buildings.

Facility means a structure such as a building or
modular unit appropriate for use by a Head Start
grantee to carry out a Head Start program.
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Grant funds means Federal financial assistance
received by a grantee from ACF to administer a
Head Start or Early Head Start program pursuant to
the Head Start Act.

Grantee means any agency designated to operate
a Head Start program (including an agency desig-
nated to operate an Early Head Start program) pur-
suant to section 641 or 645A of the Head Start Act.

Head Start center or a direct support facility for a
Head Start program means a facility used primarily
to provide Head Start services to children and their
families, or for administrative or other activities
necessary to the conduct of the Head Start program.

Incidental alterations and renovations means im-
provements to facility which do not meet the defini-
tion of major renovation.

Major renovation means a structural change to
the foundation, roof, floor, or exterior or load-
bearing walls of a facility, or extension of an exist-
ing facility to increase its floor area. Major renova-
tion also means extensive alteration of an existing
facility, such as to significantly change its function
and purpose, even if such renovation does not in-
clude any structural change to the facility. Major
renovation also includes a renovation of any kind
which has a cost exceeding the lesser of $200,000,
adjusted annually to reflect the percentage change
in the Consumer Price Index for All Urban Con-
sumers (issued by the Bureau of Labor Statistics)
beginning one year after June 2, 2003, or 25 percent
of the total annual direct costs approved for the
grantee by ACF for the budget period in which the
application is made.

Modular unit means a portable prefabricated
structure made at another location and moved to a
site for use by a Head Start grantee to carry out a
Head Start program.

Purchase means to buy an existing facility, either
outright or through a mortgage. Purchase also refers
to an approved use of Head Start funds to continue
paying the cost of purchasing facilities begun after
December 31, 1986 as permitted by the Head Start
Act and by Sec. 1309.2.

Real property means land, including land im-
provements, structures and appurtenances thereto,
excluding movable machinery and equipment.

Responsible HHS official means the official who
is authorized to make the grant of financial assis-
tance to operate a Head Start program, or such offi-
cial's designee.

Suitable facility means a facility which is large
enough to meet the foreseeable needs of the Head
Start program and which complies with local licens-
ing and code requirements and the access require-
ments of the Americans with Disabilities Act

§ 1309.3-1309.10

(ADA), if applicable, and section 504 of the Reha-
bilitation Act of 1973.

[64 FR 5945, Feb. 8, 1999, as amended at 68 FR 23219, May 1,
2003]

8§ 1309.4 Eligibility--Construction.

Before submitting an application under Sec.
1309.10 for construction of a facility, the grantee
must establish that:

(@) The Head Start program serves an Indian
Tribe; or is located in a rural or other low-income
community; and

(b) There is a lack of suitable facilities (including
public school facilities) in the grantee's service area
which will inhibit the operation of the program, as
demonstrated by a statement that neither the
grantee's current facility nor any facility available
for lease in the service area is suitable for use by the
Head Start program. This statement must explain
the factors considered, how it was determined that
there is a lack of suitable facilities and be supported
whenever possible by a written statement from a
licensed real estate professional in the grantee's
service area.

[68 FR 23219, May 1, 2003]

§ 1309.5 Eligibility--Major Renovations.

Before submitting an application under Sec.
1309.10, the grantee must establish that:

(@) The Head Start program serves an Indian
Tribe, or is located in a rural or other low-income
community; and

(b) There is a lack of suitable facilities (including
public school facilities) in the grantee's service area
which will inhibit or prevent the operation of the
program, as demonstrated by a statement that nei-
ther the grantee's current facility nor any facility
available for lease or purchase in the service area is
suitable or could be made suitable without major
renovation. This statement must explain the factors
considered, how it was determined that there is a
lack of suitable facilities and be supported, when-
ever possible, by written statement from a licensed
real estate professional in the grantee's service area.

[68 FR 23220, May 1, 2003]

8§ 1309.10 Applications for the purchase, con-
struction and major renovation of facilities.

A grantee which proposes to use grant funds to
purchase a facility, or a grantee found eligible under
Sec. 1309.4 to apply for funds to construct a facil-
ity, or Sec. 1309.5 to undertake major renovation of
a facility, including facilities purchased for that
purpose, must submit a written application to the
responsible HHS official. The application must
include the following information;
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(@) A legal description of the site of the facility,
and an explanation of the appropriateness of the
location to the grantee's service area, including a
statement of the effect that acquisition or major
renovation of the facility has had or will have on
the transportation of children to the program, on the
grantee’s ability to collaborate with other child care,
early education programs, social services and health
providers, and on all other program activities and
services.

(b) Plans and specifications of the facility to be
acquired, including information on the size and type
of structure, the number and a description of the
rooms, and the lot on which the building is located
or will be located (including the space available for
a playground and for parking). If incidental altera-
tions and renovations or major renovations are be-
ing proposed to make a facility suitable to carry out
the Head Start program, a description of the renova-
tions, and the plans and specifications submitted,
must also describe the facility as it will be after
renovations are complete. In the case of a proposed
major renovation or construction project, the appli-
cant must submit a written estimate of all costs as-
sociated with the project. An architect or engineer
must prepare the written estimate.

(d) The intended use of the facility proposed for
acquisition or major renovation, including informa-
tion showing the percentage of floor space that will
be used as a Head Start center or a direct support
facility for a Head Start program. As provided un-
der section 644(f)(2)(D) of the Act, in the case of a
request regarding funding for the continuing pur-
chase of a facility, the application must include
information demonstrating that the facility will be
used principally as a Head Start center, or a direct
support facility for a Head Start program.

(e) An assurance that the facility complies (or
will comply when constructed or after completion
of the renovations described in paragraph (b) of this
section) with local licensing and code requirements,
the access requirements of the Americans with Dis-
abilities Act (ADA), if applicable, and section 504
of the Rehabilitation Act of 1973. The grantee will
also assure that it has met the requirements of the
Flood Disaster Protection Act of 1973, if applica-
ble.

(f) If the grantee proposing to purchase a facility
without undertaking major renovations is claiming
that the lack of alternative facilities will prevent or
would have prevented operation of the program, a
statement of how it was determined that there is or
was a lack of alternative facilities. This statement
must be supported, whenever possible, by a written
statement from a licensed real estate professional in
the grantee's service area. If a grantee requesting

§1309.10-1309.10

approval of the use of Head Start funds to continue
purchase of a facility is unable to provide such
statements based on circumstances which existed at
the time the purchase began, the grantee and the
licensed real estate professional may use present
conditions as a basis for making the determination.

(9) The terms of any proposed or existing loan(s)
related to acquisition or major renovation of facility
and the repayment plans (detailing balloon pay-
ments or other unconventional terms, if any), and
information on all other sources of funding of the
acquisition or major renovations, including any
restrictions or conditions imposed by other funding
sources.

(h) A statement of the effect that the acquisition
or major renovation of the facility would have on
the grantee's meeting the non-Federal share re-
quirement of section 640(b) of the Head Start Act,
including whether the grantee is seeking a waiver of
its non-Federal share obligation under that section
of the Act.

(i) Certification by a licensed engineer or archi-
tect that the building proposed to be purchased or
for which Head Start funds will be used to continue
to purchase is structurally sound and safe for use as
a Head Start facility. The applicant must certify
that, upon completion of major renovation to a fa-
cility or construction of a facility, that an inspection
by a licensed engineer or architect will be con-
ducted to determine that the facility is structurally
sound and safe for use as a Head Start facility.

(1) A statement of the effect that the acquisition
or major renovation of a facility would have on the
grantee's ability to meet the limitation on develop-
ment and administrative costs in section 644(b) of
the Head Start Act. One-time fees and expenses
necessary to the acquisition or major renovation,
such as the down payment, the cost of necessary
renovation, loan fees and related expenses, and fees
paid to attorneys, engineers, and appraisers, are not
considered to be administrative costs.

(k) A proposed schedule for acquisition, renova-
tion and occupancy of the facility.

(I) Reasonable assurance that the applicant will
obtain, or has obtained, a fee simple or such other
estate or interest in the site of the facility to assure
undisturbed use and possession for the purpose of
operating a Head Start program. A grantee seeking
funding for acquisition or major renovation of a
facility that is sited on land not owned by the
grantee must establish in its application that there is
no other feasible alternative to acquisition or leas-
ing of the facility for providing a suitable facility
appropriate to the needs of the Head Start program.
If the grantee proposes to acquire a facility without
also purchasing the land on which the facility is or
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will be situated, the application must include a copy
of the existing or proposed land lease or other
document which protects the Federal interest in the
facility and ensures undisturbed use and possession
of the facility by the grantee, or other organization
designated by ACF, for the purpose of operating a
Head Start program or other program designated by
ACF. A grantee applying for funding to make major
renovations to a facility it does not own must in-
clude with its application written permission from
the owner of the building projected to undergo ma-
jor renovation and a copy of the lease or proposed
lease for the facility. A grantee receiving funds for
acquisition or the major renovation of a facility, on
land belonging to another party, must have a land
lease or other similar interest in the underlying land
which is long enough to allow the Head Start pro-
gram to receive the full value of those permanent
grant-supported improvements.

(m) An assessment of the impact of the proposed
project on the human environment pursuant to sec-
tion 102(2)(C) of the National Environmental Pol-
icy Act of 1969 (42 U.S.C. 4332(2)(C)) and its im-
plementing regulations (40 CFR parts 1500 through
1508), as well as a report showing the results of
tests for environmental hazards present in the facil-
ity, ground water, and soil (or justification why
such testing is not necessary). In addition, such in-
formation as may be necessary to comply with the
National Historic Preservation Act of 1966 (16
U.S.C. 470f) must be included.

(n) Assurance that the grantee will comply with
the requirements of the Uniform Relocation Assis-
tance and Real Property Acquisition Policies Act of
1970, as amended (42 U.S.C. 4601 et seq. and 49
CFR part 24), and information about the costs that
may be incurred due to compliance with this Act.

(o) A statement of the share of the cost of acqui-
sition or major renovation that will be paid with
grant funds.

(p) For a grantee seeking approval of the use of
Head Start funds to continue purchase of a facility,
a statement of the extent to which it has attempted
to comply and will be able to comply with the pro-
vision of Sec. 1309.22.

(g) Such additional information as the responsi-
ble HHS official may require.

[68 FR 23220, May 1, 2003]

§ 1309.11 Cost comparison for purchase, con-
struction and major renovation of facilities.
(a) A grantee proposing to acquire or undertake a
major renovation of a facility must submit a de-
tailed estimate of the costs of the proposed activity
and compare the costs of the proposed activity as
provided under paragraph (c) of this section and

§1309.10-1309.11

provide any additional information requested by the
responsible HHS official.

(b) All costs of acquisition, renovation and own-
ership must be identified, including, but not limited
to, professional fees, purchase of the facility to be
renovated, renovation costs, moving expenses, ad-
ditional transportation costs, maintenance, taxes,
insurance, and easements, rights of way or land
rentals. An independent appraisal of the current
value of the facility proposed to be purchased, or
which the grantee will continue to purchase with
Head Start funds or to receive major renovation,
made by a professional appraiser, must be included.

(c)(1) Grantees proposing to purchase a facility,
without requesting funds for major renovations to
the facility, must compare costs of the proposed
facility to the cost of the facility currently used by
the grantee, unless the grantee has no current facil-
ity, will lose the use of its current facility, intends to
continue to use its current facility after it purchases
the new facility, or has shown to the satisfaction of
the responsible HHS official that its existing facility
is inadequate. Where the grantee's current facility is
not used as the alternate facility, the grantee must
use for comparison a facility (or facilities) available
for lease in the grantee's service area and suitable
for use as a Head Start facility or which can be
made suitable through incidental alteration or reno-
vations, the cost of which shall be included in the
cost comparison. In the case of an application for
approval of the use of Head Start funds to continue
purchase of a facility, the cost of the present facility
must be compared to the cost of the facility used by
the grantee before purchase of its current facility. If
the facility used by the grantee before the purchase
of its present facility was deemed inadequate by the
responsible HHS official, or the grantee had no
previous facility, the alternative facility shall be an
available, appropriate facility (or facilities) of com-
parable size that was available for rent in the
grantee's service are at the time of its purchase of
the current facility. Grantees which have estab-
lished under Sec. 1309.10(f) that there is a lack of
alternative facilities that will prevent or would have
prevented operation of the program are not required
to provide a cost comparison under this paragraph.

(2) Grantees proposing to construct a facility
must compare the costs of constructing the pro-
posed facility to the costs of purchasing a suitable
alternate facility or owning, purchasing or leasing
an alternative facility which can be made suitable
for use through incidental alterations and renova-
tions or major renovations. The alternative facility
is one now owned by the grantee or available for
lease or purchase in the grantee's service area. If no
such facility is available, this statement must
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explain how this fact was determined and the claim
must be supported, whenever possible, by a written
statement from a licensed real estate professional in
the grantee's service area.

(3) A grantee proposing to undertake a major
renovation of a facility must compare the cost of the
proposed renovation (including the cost of purchas-
ing the facility to be renovated, if the grantee is
proposing to purchase the facility) to the costs of
constructing a facility of comparable size. In place
of the cost comparison required in the preceding
sentence, a grantee proposing to make major reno-
vations to a leased facility must show that the
monthly or annual occupancy costs for the term of
the lease, including the cost of the major renova-
tions, is less than, or comparable to, the costs of
purchasing or leasing any other facility in the
grantee's service area which can be made suitable
through major renovations, if such a facility is
available.

(d) The grantee must separately delineate the fol-
lowing expenses in the application:

(1) One-time costs, including but not limited to,
costs of purchasing the facility to be renovated, the
down payment, professional fees, moving expenses,
the cost of site preparation; and

(2) Ongoing costs, including, but not limited to,
mortgage payments, insurance premiums, mainte-
nance costs, and property taxes. If the grantee is
exempt from the payment of property taxes, this
fact must be stated.

(e) The period of comparison for purchase, con-
struction or major renovation of a facility is twenty
years, except that for the purchase of a modular unit
the period of comparison is ten years and the period
of comparison for major renovation of a leased fa-
cility is the period of the lease remaining after the
renovations are completed. For approvals of the use
of Head Start funds to continue purchase of the
facility the period of comparison begins on the date
the purchase began.

(f) If the facility is to be used for other purposes
in addition to the operation of the Head Start pro-
gram, the cost of use of that part of the facility used
for such other purposes must be allocated in accor-
dance with applicable Office of Management and
Budget cost principles.

[68 FR 23221, May 1, 2003]

§ 1309.12 Timely decisions.

The responsible HHS official shall promptly re-
view and make final decisions regarding completed
applications under this part.

§1309.11-1309.21

§ 1309.20 Title.

Title to facilities acquired with grant funds vests
with the grantee upon acquisition, subject to the
provisions of this part.

§ 1309.21 Recording of Federal interest and
other protection of Federal interest.

(a) The Federal government has an interest in all
real property and equipment acquired or upon
which major renovations have been undertaken
with grant funds for use as a Head Start facility.
The responsible HHS official may subordinate the
Federal interest in such property to that of a lender,
which financed the acquisition or major renovation
costs subject to the conditions set forth in paragraph
() of this section.

(b) Facilities acquired with grant funds may not
be mortgaged or used as collateral, or sold or oth-
erwise transferred to another party, without the
written permission of the responsible HHS official.

(c) Use of the facility for other than the purpose
for which the facility was funded, without the ex-
press written approval of the responsible HHS offi-
cial, is prohibited.

(d)(1) A grantee receiving funds to acquire or
make major renovations to a facility that is or will
be sited on land not owned by the grantee must
have a lease or other arrangement which protects
the Federal interest in the facility and ensures the
grantee's undisturbed use and possession of the fa-
cility. The lease or document evidencing another
arrangement shall include provisions to protect the
right of the grantee, or some other organization
designated by ACF in the place of the grantee, to
occupy the facility for the term of the lease or other
arrangement and such other terms required by the
responsible HHS official. The designation of an
alternate tenant or occupant of the facility by ACF
shall be subject to approval by the Lessor, which
will not be withheld except for good reason, not
including the willingness of another party to pay a
higher rent. A grantee receiving funds for the major
renovation or acquisition of a facility, on land be-
longing to another party, must have a land lease or
other similar interest in the underlying land which
is long enough to allow the Head Start program to
receive the full value of those permanent grant-
supported improvements.

(2) Except as required under Sec. 1309.31 for
certain modular units, the grantee must record the
Notice of Federal Interest in the appropriate official
records for the jurisdiction where a facility is or will
be located immediately upon: purchasing a facility
or land on which a facility is to be constructed; re-
ceiving permission to use funds to continue pur-
chase of a facility; commencing major renovation
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of a facility or construction of a facility. In the case
of a leased facility undergoing major renovations,
the Notice of Federal Interest shall be a copy of the
executed lease and all amendments. In the case of a
facility now sited or to be constructed on land not
owned by the grantee, the Notice of Federal Interest
shall be the land lease or other document protecting
the Federal interest. The lease or other document
must ensure the right of the grantee to have undis-
turbed use and possession of the facility. In the
event that filing of a lease is prohibited by State
law, the grantee shall file an affidavit signed by the
representatives of the grantee and the Lessor stating
that the lease includes terms which protect the right
of the grantee, or some other organization desig-
nated by ACF in the place of the grantee, to occupy
the facility for the term of the lease.

(3) The Notice of Federal Interest for property
sited on land not owned by the grantee shall include
the following information:

(i) The date of the award of grant funds for the
acquisition or major renovation of the property to
be used as a Head Start facility, and the address and
legal description of the property to be acquired or
renovated,;

(i) That the grant incorporated conditions which
included restrictions on the use of the property and
provide for a Federal interest in the property;

(iii) That the property may not be used for any
purpose inconsistent with that authorized by the
Head Start Act and applicable regulations;

(iv) That the property may not be mortgaged or
used as collateral, sold or otherwise transferred to
another party, without the written permission of the
responsible HHS official;

(v) That these grant conditions and requirements
cannot be altered or nullified through a transfer of
ownership; and

(vi) The name (including signature) and title of
the person who completed the Notice for the
grantee agency, and the date of the Notice.

(4) A lease, serving as a Notice of Federal Inter-
est, an affidavit filed in the land records as a substi-
tute for the lease, or other document protecting the
Federal interest in a facility acquired with grant
funds and sited on land not owned by the grantee,
shall include the following information:

(i) The address and legal description of the prop-
erty;

(i) That the grant incorporated conditions which
include restrictions on the use of the property and
provide for a Federal interest in the property for the
term of the lease or other arrangement; and

§1309.21-1309.21

(iii) That the property may not be used for any
purpose during the lease or other arrangement that
is inconsistent with that authorized by the Head
Start Act and applicable regulations.

(e) Grantees must meet all of the requirements in
45 CFR parts 74 or 92 pertaining to the purchase
and disposition of real property, or the use and dis-
posal of equipment, as appropriate.

(f) In subordinating its interest in a facility ac-
quired or upon which major renovations have been
undertaken with grant funds, the responsible HHS
officials does not waive application of paragraph
(d) of this section and Sec. 1309.22. A written
agreement by the responsible HHS official to sub-
ordinate the Federal interest must provide:

(1)(i) The lender shall notify the Office of the
Regional Administrator, Administration for Chil-
dren and Families, the Office of the Commissioner,
Administration on Children, Youth and Families,
Washington, D.C., and the Office of the General
Counsel, Department of Health and Human Ser-
vices, Washington, DC, or their successor agencies,
immediately, both telephonically and in writing of
any default by the Head Start grantee;

(if) Written notice of default must be sent by reg-
istered mail return receipt requested; and,

(iii) The lender will not foreclose on the property
until at least 60 days after the required notice by the
lender has been sent.

(2) Such notice will include:

(i) The full names, addresses, and telephone
numbers of the lender and the Head Start grantee;

(ii) The following statement prominently dis-
played at the top of the first page of the notice:
"The Federal Interest in certain real property or
equipment used for the Head Start Program may be
at risk. Immediately give this notice to the appro-
priate government official";

(iif) The date and nature of the default and the
manner in which the default may be cured; and

(iv) In the event that the lender will be exercising
its remedy of foreclosure or other remedies, the date
or expected date of the foreclosure or other reme-
dies.

(3) Head Start grantees which purchase facilities
with respect to which the responsible HHS official
has subordinated the Federal Interest to that of the
lender must keep the lender informed of the current
addresses and telephone numbers of the agencies to
which the lender is obligated under paragraph (b) of
this section to give notice in the event of a default.

[64 FR 5945, Feb. 8, 1999, as amended at 68 FR 23221, May 1,
2003]
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8§ 1309.22 Rights and responsibilities in the event
of grantee's default on mortgage, or with-
drawal or termination.

(@) The mortgage agreement, or security agree-
ment in the case of a modular unit which is pro-
posed to be purchased under a chattel mortgage,
shall provide in the case of default by the grantee or
the withdrawal or termination of the grantee from
the Head Start program that ACF may intervene. In
the case of a default, the mortgage agreement or
security agreement must provide that ACF may
intervene to ensure that the default is cured by the
grantee or another agency designated by ACF and
that the lender shall accept the payment of money
or performance of any other obligation by ACF's
designee, for the grantee, as if such payment of
money of performance had been made by the
grantee. The agreement shall also provide that ACF
will have a period of 60 days after notification by
the grantee of default in which to intervene to at-
tempt to cure the default. The agreement shall fur-
ther provide that in the event of a default, or the
withdrawal or termination of the grantee the mort-
gage may be assumed by an organization desig-
nated by ACF. The mortgage or creditor will have
the right to approve the organization designated to
assume the mortgage, but such approval will not be
withheld except for good reason. The required pro-
visions must be included in the mortgages of facili-
ties funded as continuing purchases pursuant to Sec.
1309.2 unless a convincing justification for not do-
ing so is shown by the Head Start grantee.

(b) The grantee must immediately provide the re-
sponsible HHS official with both telephonic and
written notification of a default of any description
on the part of the grantee under a real property or
chattel mortgage.

(c) In the event that a default is not cured and
foreclosure takes place, the mortgagee or creditor
shall pay ACF that percentage of the proceeds from
the foreclosure sale of the property attributable to
the Federal share as defined in 45 CFR 74.2, or, if
part 92 is applicable, to ACF's share as defined in
45 CFR 92.3. If ACF and the mortgagee or creditor
have agreed that ACF's Federal interest will be sub-
ordinated to the mortgagee's or creditor's interest in
the property, that agreement must be set forth in a
written subordination agreement that is signed by
the responsible HHS official and that complies with
Sec. 1309.21 and any other applicable Federal law.

[64 FR 5945, Feb. 8, 1999, as amended at 68 FR 23222, May 1,
2003]

§1309.22-1309.30

§ 1309.23 Insurance, bonding and maintenance.

(a) At the time of acquiring or undertaking a ma-
jor renovation of a facility or receiving approval for
the use of Head Start funds to continue purchase the
grantee shall obtain insurance coverage for the fa-
cility which is not lower in value than coverage it
has obtained for other real property it owns, and
which at least meets the requirements of the cover-
age specified in paragraphs (a)(1) and (2) of this
section. For facilities, which have been constructed
or renovated, insurance coverage must begin at the
commencement of the expenditure of costs in ful-
fillment of construction or renovation work.

(1) A title insurance policy which insures the fee
interest in the facility for an amount not less than
the full appraised value as approved by ACF, or the
amount of the purchase price, whichever is greater,
and which contains an endorsement identifying
ACF as a loss payee to be reimbursed if the title
fails. If no endorsement naming ACF as loss payee
is made, the grantee is required to pay ACF the title
insurance proceeds it receives in the event of title
failure; and

(2) A physical destruction insurance policy, in-
cluding flood insurance where appropriate, which
insures the full replacement value of the facility
from risk of partial and total physical destruction.
The insurance policy is to be maintained for the
period of time the facility is owned by the grantee.

(b) The grantee shall submit copies of such insur-
ance policies to ACF within five days of acquiring
the facility or receiving approval for the previous
purchase of a facility. If the grantee has not re-
ceived the policies in time to submit copies within
this period, it shall submit evidence that it has ob-
tained the appropriate insurance policies within five
days of acquiring the facility or receiving approval
for the previous purchase of a facility, and it shall
submit copies of the policies within five days of its
receipt of them.

(c) The grantee must maintain facilities acquired
with grant funds in a manner consistent with the
purposes for which the funds were provided and in
compliance with State and local government prop-
erty standards and building codes.

[64 FR 5945, Feb. 8, 1999, as amended at 68 FR 23222, May 1,
2003]

§ 1309.30 General.

In addition to the special requirements of Sec.
Sec. 1309.31 through 1309.34, the proposed pur-
chase or request for approval of continuing pur-
chase of a modular unit is subject to all of the re-
quirements of this part with the following excep-
tions:
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(a) The requirements of Sec. 1309.33 apply rather
than the requirement of Sec. 1309.10(i); and

(b) Section 1309.21(d) of this part does not apply
to the proposed purchase of modular units if the
land on which the unit is installed is not owned by

the grantee.
[64 FR 5945, Feb. 8, 1999, as amended at 68 FR 23223, May
1, 2003]

§ 1309.31 Site description.

(a) An application for the purchase or approval of
a continuing purchase of a modular unit pursuant to
Sec. 1309.2 must state specifically where the modu-
lar unit is or will be installed, and whether the land
on which the modular unit will be installed will be
purchased by the grantee. If the grantee does not
propose to purchase the land on which to install the
modular unit or if the modular unit the grantee is
continuing to purchase with Head Start funds is
located on land not owned by the grantee, the appli-
cation must state who owns the land on which the
modular unit is or will be situated and describe the
easement, right-of-way or land rental it will obtain
or has obtained to allow it sufficient access to the
modular unit.

(b) Modular units which are purchased with grant
funds and which are not permanently affixed to
land, or which are affixed to land which is not
owned by the grantee, must have posted in a con-
spicuous place the following notice: "On (date), the
Department of Health and Human Services (DHHS)
awarded (grant number) to (Name of grantee). The
grant provided Federal funds for conduct of a Head
Start program, including purchase of this modular
unit. The grant incorporated conditions which in-
cluded restrictions on the use and disposition of this
property, and provided for a continuing Federal
interest in the property. Specifically, the property
may not be used for any purpose other than the pur-
pose for which the facility was funded, without the
express written approval of the responsible DHHS
official, or sold or transferred to another party with-
out the written permission of the responsible DHHS
official. These conditions are in accordance with
the statutory provisions set forth in 42 U.S.C. 9839;
the regulatory provisions set forth in 45 CFR part
1309, 45 CFR part 74 and 45 CFR part 92; and
Administration for Children and Families' grants
policy

(c) A modular unit which has been approved for
purchase and installation in one location may not be
moved to another location without the written per-
mission of the responsible HHS official.

[64 FR 5945, Feh. 8, 1999, as amended at 68 FR 23223, May 1,
2003]

§ 1309.30-1309.41

§ 1309.32 Statement of procurement procedure
for modular units.

(a) An application for the purchase of a modular
unit must include a statement describing the proce-
dures which will be used by the grantee to purchase
the modular unit.

(b) This statement must include a copy of the
specifications for the unit which is proposed to be
purchased and assurance that the grantee will com-
ply with procurement procedures in 45 CFR parts
74 and 92, including assurance that all transactions
will be conducted in a manner to provide, to the
maximum extent practical, open and free competi-
tion. A grantee requesting approval for the use of
Head Start funds for continued purchase of a modu-
lar unit must also include a copy of the specifica-
tions for the unit.

[64 FR 5945, Feb. 8, 1999, as amended at 68 FR 23223, May 1,
2003]

8§ 1309.33 Inspection.

A grantee which purchases a modular unit with
grant funds or receives approval of a continuing
purchase must have the modular unit inspected by a
licensed engineer or architect within 15 calendar
days of its installation or approval of a continuing
purchase, and must submit to the responsible HHS
official the engineer's or architect's inspection re-
port within 30 calendar days of the inspection.

[68 FR 23223, May 1, 2003]

§ 1309.34 Costs of installation of modular unit.

Consistent with the cost principles referred to in
45 CFR part 74 and 45 CFR part 92, all reasonable
costs necessary to the installation of a modular unit
the purchase of which has been approved by the
responsible HHS official are payable with grant
funds. Such costs include, but are not limited to,
payments for public utility hook-ups, site surveys
and soil investigations.

§ 1309.40 Copies of documents.

Certified copies of the deed, lease, loan instru-
ment, mortgage, and any other legal documents
related to the acquisition or major renovation of the
facility or the discharge of any debt secured by the
facility must be submitted to the responsible HHS
official within ten days of their execution

[68 FR 23223, May 1, 2003]

§ 1309.41 Record retention.

All records pertinent to the acquisition or major
renovation of a facility must be retained by the
grantee for a period equal to the period of the
grantee's ownership (or occupancy, in the case of
leased facilities) of the facility plus three years.

[68 FR 23223, May 1, 2003]

8
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§ 1309.42 Audit of mortgage.

Any audit of a grantee, which has acquired or
made major renovations to a facility with grant
funds, shall include an audit of any mortgage or
encumbrance on the facility. Reasonable and neces-
sary fees for this audit and appraisal are payable
with grant funds.

[68 FR 23223, May 1, 2003]

8 1309.43 Use of grant funds to pay fees.

Consistent with the cost principles referred to in
45 CFR part 74 and 45 CFR part 92, reasonable
fees and costs associated with and necessary to the
acquisition or major renovation of a facility (includ-
ing reasonable and necessary fees and costs in-
curred to establish preliminary eligibility under Sec.
Sec. 1309.4 and 1309.5, or otherwise prior to the
submission of an application under Sec. 1309.10 or
acquisition of the facility) are payable with grant
funds, and require prior, written approval of the
responsible HHS official.

[68 FR 23223, May 1, 2003]

§ 1309.44 Independent analysis.

(@) The responsible HHS official may direct the
grantee applying for funds to acquire or make major
renovations to a facility to obtain an independent
analysis of the cost comparison submitted by the
grantee pursuant to Sec. 1309.11, or the statement
under 1309.10(f) of this part, or both, if, in the
judgment of the official, such an analysis is neces-
sary to adequately review a proposal submitted un-
der this part

(b) The analysis shall be in writing and shall be
made by a qualified, disinterested real estate profes-
sional in the community in which the property to be
purchased or renovated is situated.

(c) Section 1309.43 of this part applies to pay-
ment of the cost of the analysis

[64 FR 5945, Feb. 8, 1999, as amended at 68 FR 23223, May 1,
2003]

8 1309.51 Submission of drawings and specifica-
tions.

(@) The grantee may not advertise for bids or
award a contract for any part of construction or
major renovation funded by grant funds until the
grantee has submitted to the responsible HHS offi-
cial final working drawings and written specifica-
tions for the project, a written certification by a
licensed engineer or architect as to technical appro-
priateness of the proposed construction or renova-
tion and the conformity of the project as shown in
the final working drawings and specifications with
Head Start programmatic requirements, and a writ-

§ 1309.42-1309.54

ten estimate of the costs of the project by a licensed
architect or engineer.

(b) The responsible HHS official may authorize
the grantee to advertise bids or award a contract
after receiving the information provided under
paragraph (a) of this section and determining that
sufficient funding is, or will be, available to cover
the costs of the project as estimated by the architect
or engineer, and that the scope of the project as
described in the drawings and specifications is ap-
propriate to the needs of the grantee.

[68 FR 23223, May 1, 2003, unless otherwise noted.]

§ 1309.52 Procurement procedures.

(a) All facility construction and major renovation
transactions must comply with the procurement
procedure in 45 CFR parts 74 or 92, and must be
conducted in a manner to provide, to the maximum
extent practical, open and free competition.

(b) All contracts for construction or major reno-
vation of a facility to be paid for in whole or in part
with Head Start funds require the prior, written ap-
proval of the responsible HHS official and shall be
on a lump sum fixed-price basis.

(c) Prior written approval of the responsible HHS
official is required for unsolicited modifications
that would change the scope or objective of the
project or would materially alter the costs of the
project by increasing the amount of grant funds
needed to complete the

(d) All construction and major renovation con-
tracts for facilities acquired with grant funds shall
contain a clause stating that the responsible HHS
official or his or her designee shall have access at
all reasonable times to the work being performed
pursuant to the contract, at any stage of preparation
or progress, and require that the contractor shall
facilitate such access and inspection.

§ 1309.53 Inspection of work.

(a) The grantee must provide and maintain com-
petent and adequate architectural or engineering
inspection at the work site to insure that the com-
pleted work conforms to the approved plans and
specifications

(b) The grantee must submit a final architectural
or engineering inspection report of the facility to
the responsible HHS official within 30 calendar
days of substantial completion of the construction
or renovation.

§ 1309.54 Davis-Bacon Act.

Construction and renovation projects and subcon-
tracts financed with funds awarded under the Head
Start program are subject to the Davis-Bacon Act
(40 U.S.C. 276a et seq.) and the Regulations of the
Department of Labor, 29 CFR part 5. The grantee
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must provide an assurance that all laborers and me-
chanics employed by contractors or subcontractors
in the construction or renovation of affected Head
Start facilities shall be paid wages at not less than
those prevailing on similar construction in the local-
ity, as determined by the Secretary of Labor.

10
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