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Federal Government must be com-
pensated by the recipient for the Fed-
eral share of the value of the property; 
provided that for equipment and sup-
plies, the standards of the Uniform Ad-
ministrative Requirements for Grants 
at 15 CFR parts 14 and 24 or any supple-
ments or successors thereto, as appli-
cable, shall apply. 

(b) If property is disposed of or en-
cumbered without EDA approval, EDA 
may assert its interest in the property 
to recover the Federal share of the 
value of the property for the Federal 
Government. To that end, EDA may 
take such actions as are provided in 
connection with loans and loan guaran-
tees, in § 316.5(c) of this chapter. EDA 
may pursue its rights under both para-
graphs (a) and (b) of this section to re-
cover the Federal share, plus costs and 
interest. 

(c) RLF grant projects. (1) EDA may 
suspend or terminate any RLF grant 
for cause based on, but not limited to, 
the following: 

(i) Failure to make loans in accord-
ance with the RLF Plan, including the 
time-schedule for loan closings; 

(ii) Failure to obtain prior EDA ap-
proval for such changes to the RLF 
Plan, including provisions for admin-
istering the RLF; 

(iii) Failure to submit progress, fi-
nancial or audit reports as required by 
the terms and conditions of the grant 
agreement; 

(iv) Failure to comply with prohibi-
tions against conflict-of-interest for 
any transactions involving the use of 
RLF funds; or 

(v) Failure to operate the RLF in ac-
cordance with the RLF Plan and the 
terms and conditions of the grant 
agreement. 

(2) Whenever an RLF recipient fails 
in its fiduciary responsibilities or is 
unable or unwilling to perform as 
trustee of the grant, EDA may suspend, 
terminate or transfer the grant to an 
eligible successor with jurisdiction 
over the project area, to administer it 
as such trustee (replacement grantee). 

(3) Whenever EDA terminates any 
RLF grant for cause, in whole or in 
part, it has the right to recover resid-
ual funds and assets of the RLF grant 
in accordance with the legal rights of 
the parties. 

(4) If there is a partial termination of 
an RLF grant, the full amount of the 
original non-federal matching share is 
expected to be retained in the RLF for 
lending purposes unless otherwise pro-
vided for in the grant agreement or 
agreed to in writing by EDA. 

[64 FR 5476, Feb. 3, 1999, as amended at 64 FR 
69879, Dec. 14, 1999; 65 FR 2536, Jan. 18, 2000]

§ 314.5 Federal share. 
(a) For purposes of this part, the Fed-

eral share of the value of property is 
that percentage of the current fair 
market value of the property attrib-
utable to the EDA participation in the 
project (after deducting actual and rea-
sonable selling and fix-up expenses, if 
any, incurred to put the property into 
condition for sale). The Federal share 
excludes that value of the property at-
tributable to acquisition or improve-
ments before or after EDA’s participa-
tion in the project and not included in 
project costs. 

(b) Where the recipient’s interest in 
property is a leasehold for a term of 
years less than the depreciable remain-
ing life of the property, that factor will 
be considered in determining the per-
centage of the Federal share. 

(c) If property is transferred from the 
recipient to another eligible entity, as 
provided in § 314.1(c), the Federal Gov-
ernment must be compensated the Fed-
eral share of any money or money 
equivalent paid by or on behalf of the 
successor recipient to or for the benefit 
of the original recipient, provided that 
EDA may first permit the recovery by 
the original recipient of an amount not 
exceeding its investment in the project 
nor exceeding that percentage of the 
value of the property that is not attrib-
utable to the EDA participation in the 
project. 

(d) When the Federal Government is 
fully compensated for the Federal 
share of the value of property acquired 
or improved in whole or in part with 
grant assistance, EDA has no further 
interest in the ownership, use, or dis-
position of the property.

§ 314.6 Encumbrances. 
(a) Except as provided in § 314.6(c), re-

cipient-owned property acquired or im-
proved in whole or in part with grant 
assistance may not be used to secure a 
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mortgage or deed of trust or otherwise 
be used as collateral or encumbered ex-
cept to secure a grant or loan made by 
a State or Federal agency or other pub-
lic body participating in the same 
project. This provision does not pre-
vent projects from being developed on 
previously encumbered property, if the 
requirements of § 314.7(b) are met. 

(b) Encumbering project property 
other than as permitted in this section 
is an unauthorized use of the property 
requiring compensation to the Federal 
Government as provided in §§ 314.4 and 
314.5. 

(c) EDA may waive the provisions of 
§ 314.6(a) for good cause when EDA de-
termines all of the following: 

(1) All proceeds from the grant/loan 
to be secured by the encumbrance on 
the property shall be available only to 
the recipient, and all proceeds from 
such secured grant/loan shall be used 
only on the project for which the EDA 
grant was awarded or on related activi-
ties of which the project is an essential 
part; 

(2) The grantor/lender would not pro-
vide funds without the security of a 
lien on the project property; and 

(3) There is a reasonable expectation 
that the borrower/recipient will not de-
fault on its obligation. 

(d) EDA may waive the provisions of 
§ 314.6(a) as to an encumbrance on prop-
erty which is acquired and/or improved 
by an EDA grant when EDA determines 
that the encumbrance arises solely 
from the requirements of a pre-existing 
water or sewer facility or other utility 
encumbrance which by its terms ex-
tends to additional property connected 
to such facilities.

Subpart B—Real Property
§ 314.7 Title. 

(a) The recipient must hold title to 
the real property required for a project, 
except in limited cases as provided in 
paragraph 314.7(c) of this section. Ex-
cept in those limited cases, the recipi-
ent must furnish evidence, satisfactory 
in form and substance to EDA, that 
title to real property required for a 
project (other than property of the 
United States) is vested in the recipi-
ent, and that such easements, rights-
of-way, State permits, or long-term 

leases as are required for the project 
have been or will be obtained by the re-
cipient within an acceptable time as 
determined by EDA. 

(b)(1) The recipient must disclose to 
EDA all: 

(i) Liens, 
(ii) Mortgages, 
(iii) Other encumbrances, 
(iv) Reservations, 
(v) Reversionary interests, or 
(vi) Other restrictions on title or the 

recipient’s interest in the property. 
(2) No such encumbrance or restric-

tion will be acceptable if, as deter-
mined by EDA, the encumbrance or re-
striction will interfere with the con-
struction, use, operation or mainte-
nance of the project during its esti-
mated useful life. 

(c) EDA may determine that a long-
term leasehold interest for a period not 
less than the estimated useful life of 
the project, or an agreement for the re-
cipient to purchase the property, will 
be acceptable, but only if fee title is 
not obtainable and the lease or pur-
chase agreement provisions adequately 
safeguard the Federal Government’s in-
terest in the project. Also, EDA may 
permit the following exceptions to the 
requirement that the recipient hold 
title to the real property required for a 
project. 

(1) When a project includes construc-
tion within a railroad’s right-of-way or 
over a railroad crossing, it may be ac-
ceptable for the work to be completed 
by the railroad and for the railroad to 
continue to own, operate and maintain 
that portion of the project, if required 
by the railroad, and provided that this 
is a minor but essential component of 
the project. 

(2) When a project includes construc-
tion on a State-owned or local govern-
ment-owned highway, it may be ac-
ceptable for the State or local govern-
ment to own, operate and maintain 
that portion of the project, if required 
by the State or local government, pro-
vided that this is a minor but essential 
component of the project, the construc-
tion is completed in accordance with 
EDA requirements, and the State or 
local government provides assurances 
to EDA: 
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