§51.58

improvement determined by the Direc-
tor, the request must be made in writ-
ing to the Director within 3 months of
the date of the Director’s determina-
tion of construction cost under §51.56.
The arbitration procedures are de-
scribed in §51.51. The decision of the ar-
bitration panel as to the construction
cost of the capital improvement will be
binding on the concessioner and the Di-
rector.
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§51.58 What actions may or must the
concessioner take with respect to a
leasehold surrender interest?

The concessioner:

(@) May encumber a leasehold sur-
render interest in accordance with this
part, but only for the purposes speci-
fied in this part;

(b) Where applicable, must transfer
in accordance with this part its lease-
hold surrender interest in connection
with any assignment, termination or
expiration of the concession contract;
and

(c) May relinquish or waive a lease-
hold surrender interest.

§51.59 Will a leasehold surrender in-
terest be extinguished by expira-
tion or termination of a leasehold
surrender interest concession con-
tract or may it be taken for public
use?

A leasehold surrender interest may
not be extinguished by the expiration
or termination of a concession contract
and a leasehold surrender interest may
not be taken for public use except on
payment of just compensation. Pay-
ment of leasehold surrender interest
value pursuant to this part will con-
stitute the payment of just compensa-
tion for leasehold surrender interest
within the meaning of this part and for
all other purposes.

§51.60 How will a new concession con-
tract awarded to an existing con-
cessioner treat a leasehold sur-
render interest obtained under a
prior concession contract?

When a concessioner under a lease-
hold surrender interest concession con-
tract is awarded a new concession con-
tract by the Director, and the new con-
cession contract continues a leasehold
surrender interest in related capital
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improvements, then the concessioner’s
leasehold surrender interest value (es-
tablished as of the date of expiration or
termination of its prior concession con-
tract) in the related capital improve-
ments will be continued as the initial
value (instead of initial construction
cost) of the concessioner’s leasehold
surrender interest under the terms of
the new concession contract. No com-
pensation will be due the concessioner
for its leasehold surrender interest or
otherwise in these circumstances ex-
cept as provided by this part.

§51.61 How is an existing concessioner
who is not awarded a new conces-
sion contract paid for a leasehold
surrender interest?

(a) When a concessioner is not award-
ed a new concession contract after ex-
piration or termination of a leasehold
surrender interest concession contract,
or, the concessioner, prior to such ter-
mination or expiration, ceases to uti-
lize under the terms of a concession
contract capital improvements in
which the concessioner has a leasehold
surrender interest, the concessioner
will be entitled to be paid its leasehold
surrender interest value in the related
capital improvements. The leasehold
surrender interest will not be trans-
ferred until payment of the leasehold
surrender interest value. The date for
payment of the leasehold surrender in-
terest value, except in special cir-
cumstances beyond the Director’s con-
trol, will be the date of expiration or
termination of the leasehold surrender
interest contract, or the date the con-
cessioner ceases to utilize related cap-
ital improvements under the terms of a
concession contract. Depreciation of
the related capital improvements will
be established as of the date of expira-
tion or termination of the concession
contract, or, if applicable, the date the
concessioner ceases to utilize the cap-
ital improvements under the terms of a
concession contract.

(b) In the event that extraordinary
circumstances beyond the control of
the Director prevent the Director from
making the leasehold surrender inter-
est value payment as of the date of ex-
piration or termination of the lease-
hold surrender interest concession con-
tract, or, as of the date a concessioner
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ceases to utilize related capital im-
provements under the terms of a con-
cession contract, the payment when
made will include interest on the
amount that was due on the date of ex-
piration or termination of the conces-
sion contract or cessation of use for
the period after the payment was due
until payment is made (in addition to
the inclusion of a continuing Consumer
Price Index adjustment until the date
payment is made). The rate of interest
will be the applicable rate of interest
established by law for overdue obliga-
tions of the United States. The pay-
ment for a leasehold surrender interest
value will be made within one year
after the expiration or termination of
the concession contract or the ces-
sation of use of related capital im-
provements under the terms of a con-
cession contract.

§51.62 What is the process to deter-
mine the leasehold surrender inter-
est value when the concessioner
does not seek or is not awarded a
new concession contract?

Leasehold surrender interest conces-
sion contracts must contain provisions
under which the Director and the con-
cessioner will seek to agree in advance
of the expiration or other termination
of the concession contract as to what
the concessioner’s leasehold surrender
interest value will be on a unit-by-unit
basis as of the date of expiration or ter-
mination of the concession contract. In
the event that agreement cannot be
reached, the provisions of the leasehold
surrender interest concession contract
must provide for the Director to make
a final determination of leasehold sur-
render interest value unless binding ar-
bitration as to the value is requested
by the concessioner. The arbitration
procedures are described in §51.51. A
prior decision as to the construction
cost of capital improvements made by
the Director or by an arbitration panel
in accordance with this part are final
and not subject to further arbitration.

[66 FR 35083, July 3, 2001]

§51.64

§51.63 When a new concessioner pays
a prior concessioner for a leasehold
surrender interest, what is the
leasehold surrender interest in the
related capital improvements for
purposes of a new concession con-
tract?

A new leasehold surrender interest
concession contract awarded to a new
concessioner will require the new con-
cessioner to pay the prior concessioner
its leasehold surrender interest value
in existing capital improvements as de-
termined under §51.62. The new conces-
sioner upon payment will have a lease-
hold surrender interest in the related
capital improvements on a unit-by-unit
basis under the terms of the new lease-
hold surrender interest contract. In-
stead of initial construction cost, the
initial value of such leasehold sur-
render interest will be the leasehold
surrender interest value that the new
concessioner was required to pay the
prior concessioner.

§51.64 May the concessioner gain ad-
ditional leasehold surrender inter-
est by undertaking a major reha-
bilitation or adding to a structure
in which the concessioner has a
leasehold surrender interest?

A concessioner that, with the written
approval of the Director, undertakes a
major rehabilitation or adds a new
structure (e.g., a new wing to an exist-
ing building or an extension of an ex-
isting sidewalk) to an existing struc-
ture in which the concessioner has a
leasehold surrender interest, will in-
crease its leasehold surrender interest
in the related structure, effective as of
the date of substantial completion of
the major rehabilitation or new struc-
ture, by the construction cost of the
major rehabilitation or new structure.
The Consumer Price Index adjustment
for leasehold surrender interest value
purposes will apply to the construction
cost as of the date of substantial com-
pletion of the major rehabilitation or
new structure. Approvals for major re-
habilitations and additions to struc-
tures are subject to the same require-
ments and conditions applicable to new
construction as described in this part.
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