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notice to the appropriate government
official’’;

(iii) The date and nature of the de-
fault and the manner in which the de-
fault 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 rem-
edies.

(3) Head Start grantees which pur-
chase facilities with respect to which
the responsible HHS official has subor-
dinated the Federal Interest to that of
the lender must keep the lender in-
formed of the current addresses and
telephone numbers of the agencies to
which the lender is obligated under
paragraph (b) of this section to give no-
tice in the event of a default.

§ 1309.22 Rights and responsibilities in
the event of grantee’s default on
mortgage, or withdrawal or termi-
nation.

(a) The mortgage agreement, or secu-
rity agreement in the case of a mod-
ular unit which is proposed to be pur-
chased under a chattel mortgage, shall
provide in the case of default by the
grantee or the withdrawal or termi-
nation of the grantee from the Head
Start program that ACF may inter-
vene. In the case of a default, the mort-
gage agreement or security agreement
must provide that ACF may intervene
to ensure that the default is cured by
the grantee or another agency des-
ignated 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 or performance
had been made by the grantee. The
agreement shall also provide that ACF
will have a period of 60 days after noti-
fication by the grantee of default in
which to intervene to attempt to cure
the default. The agreement shall fur-
ther provide that in the event of a de-
fault, or the withdrawal or termination
of the grantee the mortgage may be as-
sumed by an organization designated
by ACF. The mortgagee or creditor will
have the right to approve the organiza-
tion designated to assume the mort-
gage, but such approval will not be
withheld except for good reason. The
provisions required for inclusion in

mortgages must be included in the
mortgages of previously purchased fa-
cilities unless a convincing justifica-
tion for not doing so is shown by the
Head Start grantee.

(b) The grantee must immediately
provide the responsible HHS official
with both telephonic and written noti-
fication 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 at-
tributable to the Federal share as de-
fined in 45 CFR 74.2, or, if part 92 is ap-
plicable, to ACF’s share as defined in 45
CFR 92.3. If ACF and the mortgagee or
creditor have agreed that ACF’s Fed-
eral interest will be subordinated 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 respon-
sible HHS official and that complies
with § 1309.21 and any other applicable
Federal law.

§ 1309.23 Insurance, bonding and
maintenance.

(a) At the time of acquiring a facility
or receiving approval for the previous
purchase of a facility, the grantee shall
obtain insurance coverage for the facil-
ity which is of the same type as the
coverage it has obtained for other real
property it owns, which includes stu-
dent liability insurance and which at
least meets the requirements of the
coverage specified in paragraphs (a)(1)
and (2) of this section as follows:

(1) A title insurance policy which in-
sures the fee interest in the facility for
an amount not less than the full ap-
praised value as approved by ACF, or
the amount of the purchase price,
whichever is greater, and which con-
tains 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 insur-
ance proceeds it receives in the event
of title failure; and

(2) A physical destruction insurance
policy, including flood insurance where
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