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(ii) Providing E911 service for areas
served by the Telecommunication Pro-
vider when requested by the govern-
ment responsible for this service.

(j) Medium-term requirements. (1) The
‘‘medium-term requirements start
date’’ is the date six years after the
date RUS approves the Modernization
Plan for the State, or such earlier date
as the Modernization Plan shall pro-
vide.

(2) All New Facilities providing
Wireline Service after the medium-
term requirements start date, even if
the construction began before such
date, shall be capable, as built or with
additional equipment, of transmitting
video to a subscriber. The video must
be capable of depicting a reasonable
representation of motion. The frame
rate, resolution, and other measures of
audio and video quality shall be deter-
mined by the Plan Developer.

(3) No later than the medium-term
requirements start date, all switching
equipment of Telecommunications Pro-
viders covered by the Modernization
Plan must be capable of providing E911
service when requested by the govern-
ment responsible for this service.

(4) No later than five years after the
medium-term requirements start date,
one-party service must be provided
upon demand to any subscriber of a
Telecommunications Provider covered
by the Modernization Plan.

(k) Long-term goals. RUS suggests,
but does not require, that the provi-
sions of each Modernization Plan be
consistent with the accomplishment of
the following:

(1) The elimination of party line serv-
ice.

(2) For subscribers that desire the
service, universal availability of:

(i) Digital voice and data service (56–
164 kb/sec).

(ii) Service that provides trans-
mission and reception of high bit rate
(no less than 1 Mb/sec) data.

(iii) Service that provides reception
of video as described in paragraph (j)(2)
of this section.

PART 1753—TELECOMMUNI-
CATIONS SYSTEM CONSTRUC-
TION POLICIES AND PROCE-
DURES
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Subpart A—General

SOURCE: 54 FR 39267, Sept. 25, 1989, unless
otherwise noted. Redesignated at 55 FR 39396,
Sept. 27, 1990.

§ 1753.1 General.
(a) The standard RUS Telecommuni-

cations Loan Documents contain provi-
sions regarding procurement of mate-
rials and equipment and construction
of telecommunications facilities by
telecommunications borrowers. This
part implements certain of the provi-
sions by setting forth requirements and
procedures. Borrowers shall follow
these requirements and procedures
whenever using loan funds to purchase
materials and equipment or perform
construction, unless they have received
the Administrator’s written approval
to do otherwise.

(b) The typical procedure followed in
constructing a project financed by an
RUS loan begins with the prospective
borrower obtaining the necessary
preloan engineering and developing a
complete loan application, including
an LD (See 7 CFR part 1737). If a loan
is approved and all prerequisites to ad-
vance of funds are satisfied, the bor-
rower may proceed with the purchase
and installation of materials and
equipment and the construction of
telephone facilities pursuant to this
part 1753. Subpart A describes

(1) RUS’s general requirements with
respect to steps to be taken after the
loan is approved and before construc-
tion begins (See § 1753.3),

(2) RUS requirements with respect to
methods of construction (See §§ 1753.5
and 1753.6),

(3) RUS requirements regarding
sealed competitive bidding and nego-
tiated bidding of construction con-
tracts (See §§ 1753.6 and 1753.9),

(4) RUS standards for materials,
equipment, and construction financed
with loan funds (See § 1753.7), and

(5) RUS requirements for sub-
contracts and contract amendments
covering construction financed with
loan funds (See §§ 1753.10 and 1753.12).

(c) Each borrower is responsible for
the construction of its facilities and for
the procurement of materials and
equipment that are best suited to its
needs.

(d) If contracts, P&S, or other meth-
ods of procurement are subject to RUS
approval pursuant to the provisions of
the loan contract, as implemented by
this part, RUS will review the docu-
ments or proposals submitted and no-
tify the borrower in writing of approval
or disapproval. RUS may withhold ap-
proval if, in RUS’s judgment:

(1) The P&S or contract will not ac-
complish loan purposes.

(2) Provisions of the P&S or contract
will add unnecessary expense to the
project.

(3) The proposal, method of procure-
ment, or P&S do not conform to RUS
engineering criteria or construction
standards, or if they present unaccept-
able loan security risks to RUS.

(4) The P&S or contract have been
modified.
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(e) The requirements and procedures
covering procurement of architectural
and engineering services are described
in subpart B of this part.

(f) Single copies of RUS forms cited
in this part are available from Admin-
istrative Services Division, Rural Util-
ities Service, United States Depart-
ment of Agriculture, Washington, DC
20250–1500. These RUS forms may be re-
produced.

[54 FR 39267, Sept. 25, 1989. Redesignated at
55 FR 39396, Sept. 27, 1990, as amended at 64
FR 16604, Apr. 6, 1999]

§ 1753.2 Definitions.
For the purpose of this part 1753:
Alternate— A solicitation for a bid ad-

justment for a specified deviation from
the Plans and Specifications.

Architect— A person registered as an
architect in the state where construc-
tion is performed, or a person on the
borrower’s staff, approved by RUS, au-
thorized to perform architectural serv-
ices.

Bid guarantee— A bid bond or cer-
tified check required of contractors
bidding on construction work to ensure
that the bidder, if successful, will fur-
nish a satisfactory performance bond
ensuring completion of work.

Central office building— The facility
housing the central office equipment.

Central office equipment— Switching
and signaling equipment that performs
call origination and completion func-
tions for subscribers.

Closeout documents— The documents
required to certify satisfactory comple-
tion of all obligations under a contract
or force account proposal.

Construction— Purchase and installa-
tion of telecommunications facilities
in a borrower’s system using loan
funds.

Contract— The agreement between
the borrower and an independent con-
tractor covering the purchase, con-
struction, or both of telephone facili-
ties to be included in the borrower’s
telephone system.

Contract construction— Construction
and installations performed using an
RUS contract form. See 7 CFR 1755.93.

Engineer— A person registered as an
engineer in the state where construc-
tion is performed, or a person on the
borrower’s staff, approved by RUS, au-

thorized to perform engineering serv-
ices.

FAP (force account proposal)—The
borrower’s detailed plans submitted to
RUS for force account construction.

Force account construction—Construc-
tion performed by the borrower’s em-
ployees under an RUS approved FAP,
with the borrower furnishing all mate-
rials, equipment, tools, and transpor-
tation.

FRS—RUS Form 481 (OMB control
number 0572–0023), Financial Require-
ment Statement.

GFR—RUS General Field Representa-
tive.

Installation—The act of setting up or
placing in position equipment for serv-
ice or use in the borrower’s system.

Interim construction—The purchase of
equipment or the conduct of construc-
tion under an RUS-approved plan of in-
terim financing. See 7 CFR part 1737.

Interim financing—Funding for a
project which RUS has acknowledged
may be included in a loan, should said
loan be approved, but for which RUS
loan funds have not yet been made
available.

Labor and materials—All the labor and
materials required for construction.

LD (loan design)—Supporting data
for a loan application. See 7 CFR part
1737.

Loan—Any loan made or guaranteed
by RUS. See 7 CFR part 1735.

Loan funds—Funds provided by RUS
through direct or guaranteed loans.
See 7 CFR part 1744 subpart C.

Loan purposes—The high level objec-
tives of the loan are to fund the con-
struction. These purposes are first
stated in the characteristics letter de-
scribed in 7 CFR 1737.80, which is sent
to the applicant to offer a loan after
RUS has completed its preloan studies.

Major construction—A telecommuni-
cations plant project estimated to cost
more than $250,000, including all labor
and materials.

Minor construction—A telecommuni-
cations plant project estimated to cost
$250,000 or less, including all labor and
materials.

Minor errors or irregularities—A defect
or variation in a seller’s bid that is a
matter of form and not of substance.
Errors or irregularities are ‘‘minor’’ if
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they can be corrected or waived with-
out being prejudicial to other bidders
and when they do not affect the price,
quantity, quality, or timeliness of con-
struction. Unless otherwise noted, the
borrower determines whether an error
or irregularity is ‘‘minor.’’

Modernization plan—A State plan,
which has been approved by RUS, for
improving the telecommunications
network of those Telecommunications
Providers covered by the plan. A Mod-
ernization Plan must conform to the
provisions of 7 CFR part 1751, subpart
B.

Negotiation—Any form of purchasing
or contracting other than sealed com-
petitive bidding. Any contract awarded
without using the sealed competitive
bidding procedure is a negotiated con-
tract.

Outside plant—The facilities that con-
duct electrical or optical signals be-
tween the central office and the sub-
scriber’s network interface or between
central offices.

Performance bond—A surety bond on a
form satisfactory to RUS guaranteeing
the contractor’s faithful performance
of a contract.

P&S (plans and specifications)—An
RUS contract form, the appropriate
specifications, and such additional in-
formation and documents needed to
provide a clear, accurate, and complete
understanding of the installations to
be made or construction to be per-
formed.

Project—The construction or installa-
tion described in the P&S.

Responsive bid—A bid that complies
with the requirements of the plans and
specifications.

RTB—the Rural Telephone Bank, es-
tablished as a body corporate and an
instrumentality of the United States,
to obtain supplemental funds from non-
Federal sources and utilize them in
making loans, for the purposes of fi-
nancing, or refinancing, the construc-
tion, improvement, expansion, acquisi-
tion, and operation of telephone lines,
facilities, or systems, for RUS bor-
rowers financed under sections 201 and
408 of the Act.

RUS—the Rural Utilities Service, an
agency of the United States Depart-
ment of Agriculture established pursu-
ant to Section 232 of the Federal Crop

Insurance and Reform and Department
of Agriculture Reorganization Act of
1994 (Pub. L. 103–354, 108 Stat. 3178),
successor to Rural Electrification Ad-
ministration with respect to admin-
istering certain electric and tele-
communications program. See 7 CFR
1700.1.

Sealed competitive bidding—A method
of contracting that employs sealed
competitive bids, public opening of
bids, and award of the contract to the
bidder submitting the lowest respon-
sive bid. See § 1753.8.

Single source negotiation—Negotiating
with a single source (contractor or sell-
er).

Special equipment—Equipment used
primarily for the transmission and en-
hancement of voice, data, carrier, radio
and light signals, and other equipment
and facilities, including incidental
cable and other transmission equip-
ment.

Subcontract—A secondary contract
undertaking some of the obligations of
a primary contract. Under all RUS
forms of contract, the primary con-
tractor bears full responsibility for the
performance of the subcontractor.

Unbalanced bid—A bid which contains
pricing for a task or material that is
significantly higher or lower than pric-
ing for similar tasks or materials.

Work order construction—Minor con-
struction performed by the borrower’s
employees, pursuant to its work order
procedure, with the borrower fur-
nishing all materials, equipment, tools,
and transportation.

[54 FR 39267, Sept. 25, 1989, unless otherwise
noted. Redesignated at 55 FR 39396, Sept. 27,
1990, and amended at 58 FR 66259, Dec. 20,
1993; 59 FR 17464, Apr. 13, 1994; 64 FR 16604,
Apr. 6, 1999]

§ 1753.3 Preconstruction review.
(a) Advance RUS approval must be

obtained for any construction that
does not conform to RUS standards and
specifications or the approved LD, such
as construction of extensions to serve
subscribers in areas not included in the
LD (See 7 CFR part 1737). For loans ap-
proved after RUS approval of the mod-
ernization plan in the borrower’s state,
the proposed construction must con-
form to the modernization plan, as re-
quired by 7 CFR part 1751, subpart B.
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To obtain approval, the borrower shall
submit a written proposal containing:

(1) A description of the work, indi-
cating any deviations from the ap-
proved LD or RUS standards and speci-
fications.

(2) An engineering study covering the
deviations if there are changes in the
design.

(3) A cost estimate for labor, engi-
neering, materials, and overheads.

(4) If applicable, a brief analysis from
the borrower demonstrating that the
proposed changes conform to the mod-
ernization plan.

(b) Before any construction, includ-
ing interim construction, is initiated,
the GFR shall meet with the borrower
to review the LD to determine if any
significant changes have occurred since
its approval by RUS. It is important
that the design and construction of the
proposed facilities be based on the lat-
est information on subscriber needs.

(c) If the borrower and GFR agree
that there have been no significant
changes, the borrower may proceed.

(d) If the GFR finds that the LD is no
longer satisfactory, the borrower shall
prepare an amendment to the LD in-
corporating the necessary revisions
(See 7 CFR part 1737). The borrower
must obtain RUS approval of the LD
amendment before proceeding with en-
gineering activities on any project to
be financed with loan funds.

[54 FR 39267, Sept. 25, 1989. Redesignated at
55 FR 39396, Sept. 27, 1990, and amended at 58
FR 66259, Dec. 20, 1993; 59 FR 17464, Apr. 13,
1994; 64 FR 16604, Apr. 6, 1999]

§ 1753.4 Major and minor construction.
RUS’s general requirements for con-

struction are set forth in this subpart
A. Additional requirements and proce-
dures for different types of major con-
struction are presented in subparts D,
E, F, G, and H (OMB control number
0572–0062). The requirements and proce-
dures for minor construction are pre-
sented in subpart I. Borrowers may, at
their option, follow the procedures in
subparts D, E, F, G, and H for any
minor construction.

§ 1753.5 Methods of major construc-
tion.

(a) All major construction projects
financed by loan funds shall be per-

formed pursuant to a contract ap-
proved by RUS and awarded through
sealed competitive bidding unless

(1) A specific exception is granted in
subparts D, E, F, G, or H, or

(2) Written RUS approval is obtained.
(b) Contract construction. (1) RUS ap-

proval of the borrower’s award of the
contract is not required if the con-
tractor is selected through sealed com-
petitive bidding, the bid amount is
$500,000 or less and the contractor is
not a company or organization affili-
ated with the borrower. This does not
relieve the borrower of the require-
ments of bidding or bid evaluation set
contained in this part.

(2) RUS approval of the borrower’s
award of the contract is required for all
other competitively-bid and for nego-
tiated major construction contracts.

(3) The requirements and procedures
for sealed competitive bidding are pre-
sented in § 1753.8(a). The requirements
and procedures for negotiation are pre-
sented in § 1753.8(b).

(c) Force account construction. To ob-
tain RUS approval of the force account
method for major construction the bor-
rower must demonstrate its ability to
perform major construction based on
past force account construction which
fully met RUS construction standards
and was as cost-effective as contract
construction in the area. If the bor-
rower has no record of past perform-
ance to support its request, but has
adequate equipment and experienced
personnel to perform the proposed con-
struction, RUS may approve a small
trial project. The requirements and
procedures for force account construc-
tion are presented in subparts D, E, G,
and H.

[54 FR 39267, Sept. 25, 1989. Redesignated at
55 FR 39396, Sept. 27, 1990, and amended at 59
FR 43716, Aug. 25, 1994; 64 FR 16604, Apr. 6,
1999]

§ 1753.6 Standards, specifications, and
general requirements.

(a) Materials, equipment, and con-
struction financed with loan funds
must meet the standards and specifica-
tions established by RUS. 7 CFR part
1755 lists the RUS Bulletins containing
the standards and specifications for
telephone facilities. Materials and
equipment meeting these standards are
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included on the List of Material Ac-
ceptable for Use on Telecommuni-
cations Systems of RUS Borrowers,
I.P. 300–4. This bulletin may be ob-
tained by subscription from the Super-
intendent of Documents, Government
Printing Office, Washington, DC 20402.

(b) The borrower may use RUS loan
funds to finance nonstandard construc-
tion materials or equipment only if ap-
proved by RUS in writing prior to pur-
chase or commencement of construc-
tion.

(c) Only new materials and equip-
ment may be financed with loan funds,
unless otherwise approved by RUS. The
materials and equipment must be year
2000 compliant, as defined in 7 CFR
1735.22(e).

(d) All materials and equipment fi-
nanced with loan funds are subject to
the ‘‘Buy American’’ provision (7
U.S.C. 901 et seq. as amended in 1938).

(e) All software, software systems,
and firmware financed with loan funds
must be year 2000 compliant, as defined
in 7 CFR 1732.22(e).

[54 FR 39267, Sept. 25, 1989. Redesignated at
55 FR 39396, Sept. 27, 1990, and amended at 59
FR 43716, Aug. 25, 1994; 63 FR 45679, Aug. 27,
1998; 64 FR 16605, Apr. 6, 1999]

§ 1753.7 Plans and specifications
(P&S).

(a) The P&S consist of an RUS con-
tract form, the appropriate RUS speci-
fications, and such additional informa-
tion and documents needed to provide a
clear, accurate, and complete under-
standing of what is included in the con-
struction.

(b) 7 CFR 1755.93 provides a list of the
RUS forms of telecommunications con-
tracts for use in purchasing telephone
materials and equipment and for con-
structing telephone facilities with loan
funds. Also listed is the source where
copies may be obtained.

(c) The appropriate standards and
specifications listed in 7 CFR part 1755
shall be included in the P&S. When
RUS has not prepared standards and
specifications, the borrower shall use
general engineering requirements and
specifications prepared by the bor-
rower’s engineer. The specifications
prepared by the borrower’s engineer
and based on general engineering re-
quirements shall be subject to review

and approval by RUS for all major con-
struction, including major projects
which would be exempted from RUS ap-
proval under paragraph (e) of this sec-
tion.

(d) The P&S shall be based on the LD
approved by RUS. Section 1753.3 pre-
sents the requirements and procedures
for obtaining RUS approval for con-
struction that does not conform to the
LD approved by RUS.

(e) RUS approval of P&S is required
for construction that is estimated to
cost over $500,000 or 25% of the total
loan, whichever is less, and for all
building construction. P&S for all
other construction are exempt from
RUS review and approval except that,
at the time of contract approval, RUS
will examine the plans and specifica-
tions for conformity with the loan pur-
poses and to determine that they com-
ply with other requirements of this
part.

(f) RUS will approve only contracts
that will provide for at least the fol-
lowing requirements.

(1) Equal employment opportunity pro-
vision. If this provision is not already
in the contract, RUS Contract Form
270, Equal Opportunity Addendum,
shall be attached and made a part of
the contract.

(2) Liquidated damages provision. (i) If
not covered by the contract, an appro-
priate liquidated damages provision, in
a form prescribed by RUS, shall be in-
cluded and made a part of the contract

(ii) The liquidated damages must be
based upon the borrower’s best esti-
mate of the damages it would incur as
a result of the contractor’s default.

(3) Insurance and bond requirements.
(i) The insurance provision shall pro-
vide coverage as required by 7 CFR
1788.

(ii) A contractor’s bond shall be fur-
nished as required by 7 CFR part 1788.

(iii) The borrower is responsible for
ensuring that its contractor complies
with the insurance and bond require-
ments.

(4) Telecommunications software li-
cense provision. If the borrower is re-
quired to enter into a software license
agreement in order to use the equip-
ment, the contract must contain the
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RUS prepared Software License Agree-
ment as an Addendum.

[54 FR 39267, Sept. 25, 1989. Redesignated at
55 FR 39396, Sept. 27, 1990, and amended at 59
FR 17679, Apr. 14, 1994; 64 FR 16605, Apr. 6,
1999]

§ 1753.8 Contract construction proce-
dures.

(a) Sealed, competitive bidding—(1) Bid
opening date. The borrower is respon-
sible for scheduling the bid opening
date. If RUS review of P&S is required
by § 1753.7, the borrower shall wait
until approval has been received before
setting the date. In setting the date,
sufficient time should be allowed for
the bidders to examine the project site
and prepare their bids. The borrower
shall notify GFR of the bid date and in-
vite GFR to attend.

(2) Invitations to bid. The borrower is
responsible for sending invitations to
prospective bidders and taking any
other action necessary to procure full,
free, and competitive bidding. The bor-
rower should obtain from its engineer a
list of prospective bidders and a rec-
ommendation indicating which bidders
are considered qualified. The minimum
number of contractors to be invited to
bid on contracts for various types of fa-
cilities is set forth in subparts D, E, F,
or H.

(3) Qualifying bidders. If the notice
and instructions to bidders require
that bidders show evidence of meeting
certain requirements, the borrower
shall qualify bidders before issuing
P&S to them. Procedures for qualifying
bidders are contained in subparts D, E,
and F.

(4) Receipt of bids. The borrower shall
write on the outside envelope of any
bid or bid amendment, the date and
time the bid was received. Any bid re-
ceived from an unqualified bidder or
after the time specified for opening
shall be returned promptly to the bid-
der unopened.

(5) Procedure when fewer than three
bids are received. If fewer than three
valid bids are received, the borrower
shall consult with RUS to determine
whether the bids are to be opened or re-
turned unopened. RUS requires that
the project be rebid if fewer than three
bids are received and RUS determines
that one or more other bidders with an

express interest in bidding is available
and could meet the bid requirements,
but was not invited to bid. RUS shall
also require rebidding if it is found
that qualified bidders were discouraged
from bidding by unreasonable bid re-
quirements (such as late notification
to bidders) or if the borrower fails to
follow the bid procedure.

(6) Conduct of bid openings. The bor-
rower shall conduct bid openings open
to the public. The borrower should be
able to contact its attorney for imme-
diate consultation.

(7) Review of bids. The borrower shall
review all bids prior to reading any bid
results to determine that:

(i) The bid guarantees are adequate.
(ii) All minor errors or irregularities

made through inadvertence are cor-
rected or waived. Failing this, the bid
shall be rejected as nonresponsive.

(iii) In the event of non-minor errors
or irregularities, the bid is rejected and
the bid price not disclosed.

(8) Reading of bids. Bid prices shall
not be read until the borrower has re-
viewed all bids to determine if there
are any minor errors or irregularities
that may affect the recommendation as
to award. These shall be made public at
the same time the bid price is an-
nounced.

(9) Evaluating bids. The borrower
shall consider the same alternates in
all bids in determining the low bid.

(10) Rejection. The borrower shall re-
ject:

(i) All bids if quoted prices are not
acceptable or if the specifications were
ambiguous and resulted in bidders hav-
ing different interpretations of the re-
quirements.

(ii) Any bid that is not responsive, or
is incomplete, or submitted by an un-
qualified bidder, or unbalanced be-
tween labor and materials or other re-
spects.

(11) Award of contract. (i) The bor-
rower shall obtain from the engineer
the determination of the lowest respon-
sive bid, a tabulation of all bids and
the engineer’s recommendation for
award of the contract. Contract award
is subject to RUS approval if either the
cost of the project is over $500,000 or
the contract is with an organization af-
filiated with the borrower. Contract
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award of all other projects is not sub-
ject to RUS approval.

(ii) If an award is made, the borrower
shall award the contract to the lowest
responsive bidder. The borrower may
award the contract immediately upon
determination of the lowest responsive
bidder if the following conditions are
met:

(A) The project is included in an ap-
proved loan and adequate funds were
budgeted in the loan and are available.

(B) All applicable RUS procedures
were followed, including those in the
Notice and Instructions to Bid in the
standard forms of contract.

(iii) If RUS approval of the award of
contract is required under this para-
graph (a)(11), the borrower shall send
to RUS for consideration of approval of
the award:

(A) Two copies of the low bid.
(B) The engineer’s recommendation

and the tabulation of all bids.
(C) Evidence of acceptance of the low

bid by the borrower, such as:
(1) Certified copy of board resolution

or
(2) letter or telegram to RUS signed

by a properly authorized corporate offi-
cial.

(iv) If RUS approval of the award of
contract is not required under this
paragraph (a)(11), the borrower shall
keep a file available for inspection by
RUS. The file shall be kept for at least
two years and shall include:

(A) One copy of all received bids.
(B) The engineer’s recommendation

and tabulation of all bids including
‘‘Buy American’’ evaluations, if any,
and all other evaluations required by
law.

(C) Evidence of acceptance of the low
bid by the borrower, such as a copy of
the board resolution certified by the
Secretary of the board.

(12) Execution of contract. (i) The bor-
rower shall submit to RUS three origi-
nal counterparts of the contract exe-
cuted by the contractor and borrower.

(ii) If RUS approves the contract, it
shall return one copy to the borrower
and send one copy to the contractor.

(b) Negotiated construction contracts.
(1) For the construction of certain fa-
cilities the borrower may negotiate a
contract rather than solicit sealed
competitive bids. Refer to the appro-

priate subparts E, F, or H for specific
requirements and procedures.

(2) For negotiated purchases, bor-
rowers shall use RUS contract forms,
standards, and specifications.

(3) For all contract forms except RUS
Form 773:

(i) After a satisfactory negotiated
proposal has been obtained, the bor-
rower shall submit it to RUS for ap-
proval, along with the engineer’s rec-
ommendation, and evidence of accept-
ance by the borrower.

(ii) If RUS approves the negotiated
proposal, the borrower shall submit
three copies of the contract, executed
by the contractor and borrower, to
RUS for approval.

(iii) If RUS approves the contract,
RUS shall return one copy of the con-
tract to the borrower and one copy to
the contractor.

(4) For RUS Form 773, the borrower is
responsible for negotiating a satisfac-
tory proposal, executing contracts, and
closing the contract. See subparts F
and I of this part for requirements for
major and minor construction, respec-
tively, on Form 773.

[54 FR 39267, Sept. 25, 1989. Redesignated at
55 FR 39396, Sept. 27, 1990, as amended at 59
FR 43716, Aug. 25, 1994; 64 FR 16605, Apr. 6,
1999]

§ 1753.9 Subcontracts.
(a) RUS construction contract Forms

257, 397, 515, and 525 contain provisions
for subcontracting. Reference should be
made to the individual contracts for
the amounts and conditions under
which a contractor may subcontract
work under the contract.

(b) RUS Form 282, Subcontract, shall
be used for subcontracts under con-
struction and installation contracts.

(1) Minor modifications or additions
may be made to the subcontract form,
as long as they do not change the in-
tent of the primary contract. Any al-
terations to the subcontract shall be
initialed and dated by the persons exe-
cuting the subcontract.

(2) Subcontracts shall be prepared in
quadruplicate and all copies executed
by the contractor and subcontractor
and consented to by the borrower and
surety, if any.

(3) Four executed copies of the sub-
contract shall be forwarded to RUS for
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approval. Upon approval, one copy each
will be sent to the borrower, con-
tractor, and subcontractor.

(c) As stated in contract Forms 257,
397, 515, and 525, the contractor shall
bear full responsibility for the acts and
omissions of the subcontractor and is
not relieved of any obligations to the
borrower and to the Government under
the contract.

(d) As stated in the contract, con-
struction shall not be performed by the
subcontractor before approval of the
subcontract by RUS.

[54 FR 39267, Sept. 25, 1989. Redesignated at
55 FR 39396, Sept. 27, 1990, and amended at 59
FR 43716, Aug. 25, 1994]

§ 1753.10 Preconstruction conference.
The borrower shall conduct a con-

ference, attended by the borrower, con-
tractor, and resident engineer prior to
the beginning of construction to pro-
vide an opportunity to discuss and
agree on responsibilities, procedures,
practices, and methods before the work
begins. The borrower shall provide each
participant with a copy of the con-
ference results. The GFR shall be in-
vited to attend this conference.

§ 1753.11 Contract amendments.
(a) The borrower must obtain RUS

approval before execution of any
amendment to a contract if

(1) The amendment alters the terms
and conditions of the contract or
changes the scope of the project cov-
ered by the contract regardless of the
amount of the contract before amend-
ment,

(2) The amendment increases the
amount to be paid under the contract
by 20% or more, or

(3) The amendment causes an
unbonded contract to require a con-
tractor’s performance bond. This would
occur when a contract that is executed
in an amount below that requiring a
performance bond by 7 CFR part 1788,
subpart C, is amended to an amount
above that amount.

(b) Advance RUS approval to execute
other contract amendments is not re-
quired. These amendments may be sub-
mitted to RUS at any time prior to
closeout. If a borrower wishes to re-
ceive an advance of funds based on an
amended contract amount (i.e., amend-

ments that increase a contract by less
than 20%), the borrower may initiate
an increase in the amount approved for
advance by submitting three copies of
the amendment to RUS for approval.

(c) For each amendment executed,
the borrower shall make certain that:

(1) The contractor’s bond covers the
additional work to be performed. If the
amendment by itself (or together with
preceding amendments) increases the
original contract price by 20% or more,
a bond extension will be required to
bring the penal sum of the bond to the
total amended contract price.

(2) If an amendment covers construc-
tion in a county or state not included
in the original contract, the borrower
and contractor are licensed to do busi-
ness in that location.

(d) Upon execution of any amend-
ment that causes the amended contract
amount to exceed the original contract
amount by 20% or more, three copies of
the amendment shall be submitted to
RUS for approval.

[54 FR 39267, Sept. 25, 1989. Redesignated at
55 FR 39396, Sept. 27, 1990, as amended at 64
FR 16605, Apr. 6, 1999]

§§ 1753.12—1753.14 [Reserved]

Subpart B—Engineering Services

SOURCE: 54 FR 3984, Jan. 27, 1989, unless
otherwise noted. Redesignated at 55 FR 39397,
Sept. 27, 1990.

§ 1753.15 General.
(a)(1) The standard RUS loan docu-

ments contain provisions regarding en-
gineering and architectural services
performed by or for RUS telecommuni-
cations borrowers. This part imple-
ments certain of the provisions by set-
ting forth the requirements and proce-
dures to be followed by borrowers in se-
lecting architects and engineers and
obtaining architectural and engineer-
ing services by contract or by force ac-
count.

(2) Borrowers shall obtain architec-
tural and engineering services only
from persons or firms which are not af-
filiated with, and have not represented,
a contractor, vendor or manufacturer
who may provide labor, materials, or
equipment to the borrower under any
current loan.
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(3) Preloan architectural and engi-
neering services may be provided by
qualified personnel on the borrower’s
staff or by consultants. Neither the se-
lection of a preloan architect or engi-
neer by a borrower, nor the contractual
arrangements with them, requires RUS
approval.

(4) Postloan architectural and engi-
neering services shall be obtained by
borrowers from registered architects
and engineers licensed in the State in
which the facilities will be located, ex-
cept where RUS has approved the bor-
rower to provide these services by the
force account method. When the extent
of the proposed major or minor con-
struction is such that the postloan en-
gineering involved is within the capa-
bilities of employees on the borrower’s
staff, the borrower may request RUS
approval to provide such services. This
method of providing engineering serv-
ices is referred to as force account en-
gineering. Refer to § 1753.17(c).

(5)(i) For major construction, serv-
ices provided by architects and engi-
neers not on the borrower’s staff must
be provided under Form 220, Architec-
tural Service Contract, or Form 217,
Postloan Engineering Service Con-
tract—Telecommunications. These
contracts require RUS approval.

(ii) For minor construction, bor-
rowers may use the contracts in para-
graph (a)(5)(i) of this section for
postloan architectural or engineering
services or any other form of contract,
such as Form 245, Engineering Service
Contract, Special Services—Telephone.
RUS approval of contracts for postloan
architectural or engineering services
associated with minor construction,
except for buildings covered in para-
graph (a)(6) of this section, is not re-
quired.

(6) For buildings to be constructed
with RUS funds, postloan architectural
or engineering services shall be ob-
tained if (1) the construction cost ex-
ceeds $50,000 (prefab buildings using
manufacturer’s specifications approved
by RUS are exempt from this require-
ment) or (2) soil or seismic conditions
require special design considerations.

(b) For the purpose of this subpart B:
(1) Contract—The services contract

between the borrower and its architect
or engineer.

(2) Force Account Engineering—Any
preloan or postloan engineering serv-
ices performed by the borrower’s staff.

(3) Postloan engineering services—The
design, procurement, and inspection of
construction to accomplish the objec-
tives of a loan as stated in a LD ap-
proved by RUS.

(4) Preloan engineering services—The
planning and design work performed in
preparing a LD. This consists of help-
ing the borrower determine the objec-
tives for a loan, including consider-
ation of RUS’s requirements relating
to the modernization plan, selecting
the most effective and efficient meth-
ods of meeting loan objectives, and pre-
paring the LD which describes the ob-
jectives and presents the method se-
lected to meet them.

(c) Single copies of RUS forms and
publications cited in this part are
available free from Administrative
Services Division, Rural Utilities Serv-
ice, United States Department of Agri-
culture, Washington, DC 20250–1500.
These forms and publications may be
reproduced.

(d)(1) All outside architects and engi-
neers employed by RUS telephone bor-
rowers shall have insurance coverage
as required by 7 CFR part 1788.

(2) Borrowers shall ensure that their
architects and engineers comply with
the insurance requirements of their
contracts. See 7 CFR 1788.54.

(e)(1) Borrowers shall make prompt
payments to architects and engineers
as required by the contract.

(2) RUS shall not make loan funds
available for late payment interest
charges.

[54 FR 3984, Jan. 27, 1989. Redesignated at 55
FR 39397, Sept. 27, 1990, as amended at 58 FR
66259, Dec. 20, 1993; 59 FR 17464, Apr. 13, 1994;
64 FR 16605, Apr. 6, 1999]

§ 1753.16 Architectural services.
(a) The borrower shall be responsible

for selecting an architect to perform
the architectural services required in
the design and construction of build-
ings.

(b)(1) The borrower shall use Form
220 when contracting for architectural
services for major construction, except
that the borrower may use either Form
220 or Form 217 if the building is an un-
attended central office building.
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(2) The borrower and the architect
negotiate the fees for services under
Form 220.

(3) Reasonable modifications or addi-
tions to the terms and provisions in
Form 220 may be made, subject to RUS
approval, to obtain the specific serv-
ices needed for a building.

(4)(i) Three copies of Form 220, exe-
cuted by the borrower and the archi-
tect, shall be sent to GFR to be for-
warded to RUS for approval. RUS will
review the contract terms and condi-
tions. RUS will not approve the con-
tract if, in RUS’s judgment:

(A) Unacceptable modifications have
been made to the contract form.

(B) The contract will not accomplish
loan purposes.

(C) The architectural service fees are
unreasonable.

(D) The contract presents unaccept-
able loan security risk to RUS.

(ii) If RUS approves the contract,
RUS will send one copy to the archi-
tect and one copy to the borrower.

(5) Loan funds will not be available
to pay for the preliminary architec-
tural services if a loan is not made for
the construction project, or if the con-
struction project is abandoned.

(6) Subpart D of 7 CFR part 1753 sets
forth the requirements and procedures
to be followed by borrowers con-
structing central office, warehouse,
and garage buildings with RUS loan
funds.

(c)(1) RUS telephone borrowers shall
obtain two copies of a completed Form
284, Final Statement of Architect’s
Fees, when all services and obligations
required under the architectural serv-
ices contract have been completed. All
fees shown on the statement shall be
supported by detailed information
where appropriate. For example: out-
of-pocket expense, cost plus, and per
diem types of compensation shall be
listed separately with labor, transpor-
tation, etc., itemized for each service
involving these types of compensation.

(2) If Form 284 and supporting data
are satisfactory, the borrower shall ap-
prove the statement, sign both copies,
and send one copy to the GFR.

(3) Upon approval of Form 284 by
RUS, the borrower shall promptly
make final payment to the architect.

[54 FR 3984, Jan. 27, 1989. Redesignated at 55
FR 39397, Sept. 27, 1990, as amended at 59 FR
43717, Aug. 25, 1994; 64 FR 16606, Apr. 6, 1999]

§ 1753.17 Engineering services.

(a)(1) All engineering services re-
quired by a borrower to support its ap-
plication for a loan shall be rendered
by a qualified engineer selected by the
borrower or by qualified employees on
the borrower’s staff. The selection of
the preloan engineer, the form of
preloan engineering service contract,
and the contract itself, are not subject
to RUS approval. Borrowers, however,
should discuss their proposed method
of obtaining preloan engineering serv-
ices with the GFR before proceeding
with any arrangements.

(2) Form 835, Preloan Engineering
Service Contract, Telephone System
Design, is a suggested form of preloan
engineering service contract. While use
of this form of contract is not required,
it will be helpful in determining the
tasks to be performed. Any form of
contract used shall specify that
preloan engineering services conform
to RUS requirements for preloan stud-
ies. See subpart D of 7 CFR part 1737.

(b)(1) Major construction. (i) Three
copies of Form 217 executed by the bor-
rower and the engineer shall be sent to
the GFR to forward to RUS for ap-
proval. The engineer’s estimate of the
engineering fees, on Form 506, shall be
included.

(ii) RUS will review the contract
terms and conditions. RUS will not ap-
prove the contract if, in RUS’s judge-
ment:

(A) Unacceptable modifications have
been made to the contract form.

(B) The contract will not accomplish
loan purposes.

(C) The engineering service fees are
unreasonable.

(D) The contract presents unaccept-
able loan security risk to RUS.

(E) The consulting engineering firm
is affiliated with or has represented a
contractor, vendor, or manufacturer
who may provide labor, materials, or
equipment to the borrower under any
current loan.
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(2) Minor construction. When a bor-
rower contracts for an engineering firm
to inspect and certify construction ac-
counted for under the work order pro-
cedure or the Contract for Miscella-
neous Construction Work and Mainte-
nance Services, Form 773 (See 7 CFR
part 1753 subpart I), the borrower shall
require that the certification be signed
by a licensed engineer.

(c)(1) Major construction. When the ex-
tent and complexity of the proposed
construction is such that the engineer-
ing involved is within the capabilities
of employees on the borrower’s staff,
borrowers may request RUS approval
to provide such services.

(i) The request shall include:
(A) A description of services to be

performed.
(B) The name and qualifications of

the employee to be in charge. RUS re-
quires this employee to meet the State
experience requirements for registered
engineers. In the absence of specific
State experience requirements, the em-
ployee must have at least eight years
experience in the design and construc-
tion of telecommunication facilities,
with at least two years of the work ex-
perience at a supervisory level. RUS
does not require professional registra-
tion of this employee, but this does not
relieve the borrower from compliance
with applicable State registration re-
quirements which may require a li-
censed individual to perform such serv-
ices.

(C) The names, qualifications, and re-
sponsibilities of other principal em-
ployees who will be associated with
providing the engineering services.

(D) A letter signed by an authorized
representative of the borrower author-
izing the engineering services to be
performed by force account and certi-
fying the information supporting the
request.

(ii) RUS shall notify the borrower by
letter of approval or disapproval to per-
form force account engineering. The
letter shall set forth any conditions as-
sociated with an approval or the rea-
sons for disapproval.

(iii) RUS’s approval of force account
engineering for major construction
shall be only for the specific projects
named in the notice of approval.

(2) Minor construction. (i) When the
borrower proposes to perform the in-
spection and certification of minor
construction, the following shall be
submitted to the RUS:

(A) A copy of the employee’s quali-
fications and experience record, unless
previously submitted. RUS requires a
minimum of four years of construction
and inspection experience. The em-
ployee cannot be engaged in the actual
construction.

(B) A letter signed by an authorized
representative of the borrower author-
izing the performance of these services
by the employee, subject to RUS ap-
proval, and certifying the supporting
information.

(ii) RUS shall notify the borrower by
letter of approval or disapproval of the
borrower’s staff employee to perform
the inspection and certification of con-
struction. The approval shall be lim-
ited to the employee’s area of exper-
tise.

(d)(1) Subject to the requirements of
this part and other applicable regula-
tions, RUS will make loan funds avail-
able for the architectural and engineer-
ing services up to the amounts in-
cluded in the approved loan.

(2) Advance of funds shall be re-
quested on an FRS as set forth in 7
CFR part 1744 subpart C.

(e) The borrower shall obtain status
of contract and force account proposal
reports from the engineer once each
month. The report shall show for each
contract or FAP the approved contract
or FAP amount, the date of approval,
the scheduled date construction was to
begin and the actual date construction
began, the scheduled completion date,
the estimated or actual completion
date, the estimated or actual date of
submission of closeout documents, and
an explanation of delays or other perti-
nent data relative to progress of the
project. One copy of this report shall be
submitted to the GFR.

(f)(1) Upon completion of all services
required under the engineering service
contract Form 217, the borrower shall
obtain from the engineer four copies of
the Final Statement of Engineering
Fee, Form 506.

(2) If the statement is satisfactory,
the borrower shall sign all copies and
send three to the GFR.
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(3) After RUS approval of Form 506,
one copy shall be sent to the borrower
and one copy sent to the engineer.

(4) The borrower shall promptly
make final payment to the engineer.

[54 FR 3984, Jan. 27, 1989. Redesignated at 55
FR 39397, Sept. 27, 1990, and amended at 59
FR 43717, Aug. 25, 1994; 64 FR 16606, Apr. 6,
1999]

§ 1753.18 Engineer and architect con-
tract closeout certifications.

A certification of completion and in-
spection of construction signed by the
borrower and countersigned in accord-
ance with accepted professional engi-
neering and architectural practice, by
the engineer or architect, shall be pre-
pared as evidence of completion of a
major construction project. This cer-
tification shall make reference to the
contract number and contract amount,
and shall include the following:

(a) A statement that the construc-
tion is complete and was done in ac-
cordance with the RUS approved sys-
tem design or layout or subsequent
RUS approved changes.

(b) A statement that the construc-
tion was for loan purposes.

(c) A statement that construction
used RUS-accepted materials and was
in accordance with specifications pub-
lished by RUS covering the construc-
tion which were in effect when the con-
tract was executed, or in the absence of
such specifications, that it meets other
applicable specifications and standards
(specify), and that it meets all applica-
ble national and local code require-
ments as to strength and safety.

(d) A statement that the construc-
tion complies with the ‘‘Buy Amer-
ican’’ provision (7 U.S.C. 903 note) of
the Rural Electrification Act of 1936 (7
U.S.C. 901 et seq.).

(e) A statement that all necessary
approvals have been obtained from reg-
ulatory bodies and other entities with
jurisdiction over the project.

(f) A statement that all closeout doc-
uments required by this part have been
examined and found complete such
that the Contractor has fulfilled all ob-
ligations under the contract except for
warranty coverage.

(g) A statement that the engineer or
architect is not affiliated with and does
not represent the contractor, vendor,

or manufacturer who is a participant
in the contract.

[64 FR 16606, Apr. 6, 1999]

§§ 1753.19—1753.20 [Reserved]

Subpart C [Reserved]

Subpart D—Construction of
Buildings

SOURCE: 54 FR 39267, Sept. 25, 1989, unless
otherwise noted. Redesignated at 55 FR 39396,
Sept. 27, 1990.

§ 1753.25 General.
(a) This subpart implements and ex-

plains the provisions of the Loan Docu-
ments setting forth the requirements
and the procedures to be followed by
borrowers in constructing head-
quarters, commercial office, central of-
fice, warehouse, and garage buildings
with loan funds.

(b) Terms used in this subpart are de-
fined in § 1753.2.

(c) All plans and specifications for
buildings to be constructed with loan
funds are subject to the approval of
RUS. In addition, preliminary plans
and specifications for headquarters and
commercial office buildings to be con-
structed with loan funds are subject to
RUS approval.

(d) RUS Form 257, Contract to Con-
struct Buildings, shall be used for the
construction of all headquarters, com-
mercial office, central office, ware-
house, and garage buildings with loan
funds. Refer to § 1753.26 for further in-
structions.

(e) The borrower shall use the sealed
competitive bid procedure for all build-
ing construction, except for:

(1) Minor construction using subpart
I procedures.

(2) Major construction, where the
borrower has received advanced ap-
proval to perform the construction by
force account.

Refer to §§ 1753.27 and 1753.29 for fur-
ther instructions.

(f) The site location, design, and con-
struction of the facilities must comply
with all applicable laws and regula-
tions, including:

(1) Pub. L. 90–480 (42 U.S.C. 4151) (Ac-
cess to Physically Handicapped), which
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requires certain buildings financed
with Federal funds be designed and
constructed to be accessible to the
physically handicapped.

(2) Pub. L. 91–596 (29 U.S.C. 651) the
Occupational Safety and Health Act of
1970. OSHA issues rules and regulations
covering occupational safety and
health standards for buildings. These
regulations are codified in 29 CFR
chapter XVII.

(3) 7 CFR part 1794, which provides
for compliance with the National Envi-
ronmental Policy Act (NEPA) and
Council on Environmental Quality
(CEQ) regulations (40 CFR parts 1500–
1508) implementing the procedural pro-
visions of NEPA, as well as RUS’s con-
formance with other laws, regulations,
and Executive Orders regarding envi-
ronmental protection.

(4) 7 CFR part 1792, subpart C, which
requires that the building design com-
ply with applicable seismic design cri-
teria. Prior to the design of buildings,
borrowers shall submit to RUS a writ-
ten acknowledgement from the archi-
tect or engineer that the design will
comply.

(g) All construction pertaining to the
building structure shall be performed
under one contract. Separate contracts
may be used for planting shrubbery,
surfacing of roads and parking areas,
and other identifiable parts of the
project not pertaining to the building
structure. These separate contracts
shall also be subject to RUS approval
as described in this subpart D.

(h) The borrower is responsible for
submitting evidence, satisfactory to
RUS, establishing that clear title to
the building site has been obtained.
RUS will not approve the construction
contract until it has given title clear-
ance.

[54 FR 39267, Sept. 25, 1989. Redesignated at
55 FR 39396, Sept. 27, 1990, and amended at 59
FR 43717, Aug. 25, 1994; 64 FR 16606, Apr. 6,
1999]

§ 1753.26 Plans and specifications
(P&S).

(a) For headquarters and commercial
office buildings only, the borrower
shall prepare preliminary P&S showing
the floor plan and general architec-
tural details of the building to be con-
structed using loan funds. In par-

ticular, the preliminary P&S shall ad-
dress the requirements of § 1753.25(f)
and the Uniform Relocation Assistance
and Real Property Acquisition Policies
Act of 1970 (42 U.S.C. 4601 et seq.). The
P&S shall be submitted to the GFR and
are subject to RUS approval.

(b) The borrower shall prepare P&S
for construction of all buildings. Each
set of P&S shall include:

(1) RUS Contract Form 257, Contract
to Construct Buildings, completed to
the extent explained in (c) of this sec-
tion.

(2) Complete and detailed specifica-
tions covering materials and workman-
ship.

(3) A detailed building plan. Where
the building is to house electronic ap-
paratus, the detailed plan or specifica-
tions shall include the equipment envi-
ronmental requirements and special
equipment required.

(4) A site plan for each building show-
ing the building location and giving
the legal description of the site. Suffi-
cient information must be provided for
the site so that it can be identified as
the same property on which title opin-
ion was submitted to RUS. The legal
description shall be typed on the site
plan. The borrower shall also furnish
topographical information and a de-
scription of any proposed site develop-
ment work and show proposed connec-
tions for public utilities.

(c) RUS Contract Form 257 shall be
completed as follows:

(1) List of names or kinds of buildings
and locations—Site plan and specifica-
tions must be identified with the ap-
propriate building.

(2) Alternates—The borrower shall
keep the number of alternates to a
minimum. Items for which alternates
are to be taken shall be fully described
on a separate sheet in the specifica-
tions and the details shown on the
plans, when necessary, and identified
by the alternate number. The Notice
and Instructions to Bidders shall ex-
plain how bids will be evaluated with
respect to alternates.

(3) Time for construction—A reason-
able time for completion of construc-
tion, considering local conditions, shall
be determined by the borrower and in-
serted in the space provided. Too short
a construction period may discourage
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bidders or influence their bids. Comple-
tion of the building, where central of-
fice equipment is involved, shall be co-
ordinated with delivery of the equip-
ment. The time of completion shall
allow adequate drying time before the
central office equipment is stored or
installed in the building.

(d) The plans and specifications shall
show the identification and date of the
model code used for seismic safety de-
sign considerations, and the seismic
factor used. See 7 CFR part 1792, sub-
part C.

(e) Two sets of the building plans and
specifications shall be prepared and
submitted to the GFR.

[54 FR 39267, Sept. 25, 1989. Redesignated at
55 FR 39396, Sept. 27, 1990, as amended at 59
FR 43717, Aug. 25, 1994; 64 FR 16606, Apr. 6,
1999]

§ 1753.27 Bidding procedure.
Upon RUS approval of the P&S, the

borrower shall proceed as follows:
(a) Bid documents shall consist of a

copy of the approved P&S, including
RUS Contract Form 257, completed in
accordance with the instructions on
the cover of the form and the plot
plans showing site development details.
For contracts in amounts of $100,000 or
less, the borrower must specify in the
Notice and Instructions to Bidders
whether the contractor will be required
to furnish a performance bond or a
builder’s risk policy.

(b) The borrower shall determine
that title to the real estate has been
approved by RUS before the invitations
to bid are released.

(c) The borrower shall set the time
for opening of bids, allowing ample
time for bidders to prepare bids.

(d) The borrower shall solicit bids as
set forth in § 1753.8(a)(2). Invitations
shall be sent to at least six prospective
bidders.

(e) The borrower shall conduct bid
opening and award of contract in ac-
cordance with the procedure set forth
in § 1753.8(a).

§ 1753.28 Contract amendments.
(a) The general requirements for con-

tract amendments are set forth in
§ 1753.11.

(b) The borrower shall prepare con-
struction contract amendments on

RUS Contract Form 238, Construction
or Equipment Contract Amendments.
See 7 CFR 1755.93 to obtain copies of
Form 238.

§ 1753.29 Force account procedures.

(a) The borrower must obtain RUS
approval of the force account method
of construction of buildings in advance
in order to obtain RUS financing.

(b) The borrower shall prepare the
P&S in accordance with § 1753.26.

(c) Prior to any construction activity
or the purchase of materials or equip-
ment, the borrower shall submit the
FAP in duplicate to RUS, accompanied
by a resolution indicating approval of
the board of directors of the borrower
or a letter signed by an authorized cor-
porate official. The proposal shall in-
clude:

(1) A Copy of the P&S.
(2) An itemized list of all items of

materials required for construction.
(3) A construction schedule showing

the estimated construction period for
each major construction item.

(4) An estimate of the material and
labor and other costs for any construc-
tion item not provided for in the ap-
proved loan.

(d) Force Account construction to be
financed with loan funds shall not be
started until RUS approval has been
received by the borrower.

[54 FR 39267, Sept. 25, 1989. Redesignated at
55 FR 39396, Sept. 27, 1990, and amended at 59
FR 43717, Aug. 25, 1994]

§ 1753.30 Closeout procedures.

(a) This section outlines the proce-
dure to be followed to close out RUS
Contract Form 257 (Contract to Con-
struct Buildings) and construction or
rehabilitation performed by the force
account method.

(b) RUS Form 257 Contract. (1) When-
ever changes were made in the plans
and specifications which did not re-
quire immediate submission to RUS of
an amendment under § 1753.11, a final
contract amendment showing the
changes shall be prepared.

(2) Upon completion of the project,
the borrower shall obtain certifications
from the architect or engineer that the
project and all required documentation
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are satisfactory and complete. The re-
quirements for this certification are
contained in § 1753.18.

(3) The engineer’s or architect’s con-
tract closeout certification and the
final amendment shall be submitted to
RUS as a basis for the final advance of
funds for the contract.

(4) After all required RUS approvals
are obtained, final payment is made in
accordance with article III of RUS
Form 257 once the borrower has re-
ceived the architect’s or engineer’s cer-

tifications regarding satisfactory com-
pletion of the project.

(c) Upon completion of force account
construction, the borrower shall:

(1) Arrange with its architect or engi-
neer and the GFR for final inspection
of the project.

(2) Complete, with the assistance of
its architect or engineer, the docu-
ments listed in the following table that
are required for the closeout of force
account construction.

DOCUMENTS REQUIRED TO CLOSEOUT CONSTRUCTION OF BUILDINGS

RUS Form
No. Description

Use with No. of copies
prepared by

Distribution

Con-
tract

Force
ac-

count
Con-

tractor

Archi-
tect/en-
gineer

Bor-
rower

Con-
tractor

238 .......... Construction or Equipment Contract Amendment (if not
previously submitted, send to RUS for approval).

X ............ ............ (3) (to
RUS)

(to
RUS)

181 .......... Certificate of Completion (contract construction) 1 .......... X ............ ............ 2 1 1
231 .......... Certificate of Contractor ................................................... X ............ 1 ............ 1 ............
224 .......... Waiver and Release of Lien From Each Supplier ........... X ............ 1 ............ 1 ............
213 .......... Certificate (buy American) ............................................... X ............ 1 ............ 1 ............
None 2 ..... ‘‘As Built’’ Plans and Specifications ................................. X X ............ 1 1 ............
None ....... Guarantees, Warranties, Bonds, Operating or Mainte-

nance Instructions, etc.
X ............ 1 ............ 1 ............

None ....... Architect/Engineer seismic safety certification ................ X X ............ 2 1 1

1 Cost of materials and services furnished by borrower are not to be included in Total Cost on RUS Form 181.
2 When only minor changes were made during construction, two copies of a statement to that effect from the Architect will be

accepted instead of the ‘‘as built’’ Plans and Specifications.

(3) Make distribution of the com-
pleted documents as indicated in the
table in this section.

(d) Final payment shall not be made
until RUS has approved the closeout
documents.

[54 FR 39267, Sept. 25, 1989. Redesignated at
55 FR 39396, Sept. 27, 1990, as amended at 59
FR 43717, Aug. 25, 1994; 64 FR 16606, Apr. 6,
1999]

§§ 1753.31—1753.35 [Reserved]

Subpart E—Purchase and Installa-
tion of Central Office Equip-
ment

SOURCE: 54 FR 39267, Sept. 25, 1989, unless
otherwise noted. Redesignated at 55 FR 39397,
Sept. 27, 1990.

§ 1753.36 General.
(a) This subpart implements and ex-

plains the provisions of the Loan Docu-
ments setting forth the requirements
and the procedures to be followed by

borrowers in purchasing and installing
central office equipment financed with
loan funds.

(b) Terms used in this subpart are de-
fined in § 1753.2 and RUS Contract
Forms 525 and 545.

(c) Borrowers shall use RUS Contract
Form 525, Central Office Equipment
Contract (Including Installation), when
the firm supplying the equipment will
install it and RUS Contract Form 545,
Central Office Equipment Contract
(Not Including Installation) when the
supplier of the equipment will not be
installing it. In either case the appro-
priate specifications shall be included
in the contract.

(d) Alternates, if any, specified in the
P&S shall be kept to a minimum.

(e) The borrower shall take sealed
competitive bids for all central office
equipment to be purchased under RUS
Contract Form 525 or 545 using the pro-
cedure set forth in § 1753.38(a), unless
RUS approval to negotiate is obtained.

(f) The borrower may request permis-
sion to negotiate with a single supplier
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for additional central offices to stand-
ardize equipment on a system basis.
RUS approval to negotiate must be ob-
tained before release of the plans and
specifications to the supplier. Except
for remote switching terminals associ-
ated with an existing central office,
RUS will not approve negotiation with
a non-domestic manufacturer for the
purpose of standardization because
such a purchase does not meet the RE
Act ‘‘Buy American’’ provisions.

(g) Materials and equipment must
meet the standards and general speci-
fications approved by RUS. Materials
and equipment included in I.P. 300–4,
‘‘List of Materials Acceptable for Use
on Telecommunications Systems of
RUS Borrowers’’, have been accepted
as meeting these requirements. If the
equipment is not included in the ‘‘List
of Materials’’ but has been approved for
field trial installation, the borrower
must in each instance obtain field trial
approval from RUS prior to entering
into any agreement with a supplier.

(h) Only new equipment shall be pur-
chased unless otherwise approved by
RUS.

(i) All purchases of materials and
equipment are subject to the ‘‘Buy
American’’ requirements.

(j) If the sealed competitive bid pro-
cedure is followed, negotiation after
bid opening will not be permitted.

[54 FR 39267, Sept. 25, 1989. Redesignated at
55 FR 39397, Sept. 27, 1990, as amended at 64
FR 16607, Apr. 6, 1999]

§ 1753.37 Plans and specifications
(P&S).

(a) General. (1) Prior to the prepara-
tion of P&S, the borrower shall review
with the GFR the current and future
requirements for central office equip-
ment.

(2) The P&S shall specify the delivery
and completion time required for each
exchange.

(3) The P&S shall provide for a com-
plement of spare parts to be provided
to the borrower. The quantity and type
of spare parts shall be determined in
accordance with the provisions in RUS
Form 522 ‘‘General Specification for
Digital, Stored Program Controlled
Central Office Equipment.’’

(4) P&S for equipment to be provided
under a Form 545 contract shall require

the supplier to provide specific instal-
lation information and a detailed bond-
ing and grounding plan to be utilized
by the engineer. borrower, and others
responsible for the installation of the
equipment.

(b) Preparation of P&S. (1) The P&S
shall include RUS Contract Form 525
or 545, Notice and Instructions to Bid-
ders, specifications for the required
equipment for each exchange, provision
for spare parts, and all other pertinent
data needed by the bidder to complete
its proposal.

(2) Guidelines for the preparation of
the detailed equipment specifications
are contained in the Telecommuni-
cations Engineering and Construction
Manual (TE&CM), which is available
from RUS.

(c) RUS review of P&S is required for
construction estimated to cost over
$500,000 total or estimated to cost more
than 25% of the total loan, whichever
is less.

(1) If RUS review is required, the bor-
rower shall submit one copy of the P&S
to the GFR for RUS review.

(2) RUS will review the P&S and no-
tify the borrower in writing of approval
or disapproval.

[54 FR 39267, Sept. 25, 1989. Redesignated at
55 FR 39397, Sept. 27, 1990, as amended at 64
FR 16607, Apr. 6, 1999]

§ 1753.38 Procurement procedures.

(a) Sealed competitive bidding. Sealed
competitive bidding of central office
equipment shall be in two steps: pres-
entation and evaluation of suppliers’
technical proposals, and compliance
with the sealed competitive bidding
procedure set forth in § 1753.8(a). The
procedure is as follows:

(1) Solicitation of bids. (i) After RUS
approval of the specifications and
equipment requirements (required only
for projects expected to exceed $500,000
or 25% of the loan, whichever is less),
the borrower shall send ‘‘Notice and In-
structions to Bidders’’ to suppliers
with central office equipment included
in the current Informational Publica-
tion (I.P.) 300–4, ‘‘List of Materials Ac-
ceptable for Use on Telecommuni-
cations Systems of RUS Borrowers.’’
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I.P. 300–4 is a subscription item avail-
able from the Superintendent of Docu-
ments, U.S. Government Printing Of-
fice, P.O. Box 371954, Pittsburgh, PA
15250–7954. This ‘‘Notice’’ may also be
sent to suppliers of non-domestic
equipment currently accepted by RUS
as meeting RUS technical standards.
The ‘‘Notice’’ may also be sent to sup-
pliers of central office equipment ac-
cepted for field trial.

(ii) The ‘‘Notice’’ must set forth the
method of evaluating bids and must re-
quire the submission of equipment lists
and traffic calculations with the bids.

(iii) RUS Contract Forms 525 or 545
shall be used, except that the ‘‘Notice’’
shall state that prior to the bid open-
ing a technical session will be con-
ducted with each supplier to resolve
any questions related to the technical
proposal submitted by the supplier.
The suppliers’ technical proposals
should be requested for presentation 30
days in advance of the bid opening to
enable sufficient time to make the
technical evaluation.

(iv) The borrower shall solicit bids as
set forth in § 1753.8(a)(2). The ‘‘Notice’’
shall be sent to at least three prospec-
tive bidders. A copy of the ‘‘Notice’’
and a list of such bidders shall be sent
to RUS.

(v) At the request of an invited sup-
plier, the borrower shall provide two
copies of the P&S.

(2) Technical Sessions. (i) The bor-
rower shall schedule individual tech-
nical sessions by the suppliers, notify
each supplier of its scheduled date and
time, notify the GFR of all scheduled
dates and times, and request the fol-
lowing be available at the technical
session:

(A) Lists of equipment, material and
software.

(B) Proposed floor plan.
(C) Power and heat dissipation cal-

culations.
(D) List of exceptions to plans and

specifications.
(E) Protection and grounding re-

quirements.
(F) Description of how office admin-

istration, maintenance and traffic col-
lection are handled with step-by-step
examples and printouts.

(G) Explanation of processor and/or
memory expansion required to meet ul-

timate size. This shall include discus-
sions of software, processor memory,
and hardware additions needed for line
additions and the introduction of var-
ious future services; the relative costs
of installing the necessary hardware
and software initially as compared
with the anticipated cost if installed at
the time when the future services are
to be offered.

(H) Description of how special equip-
ment such as loop tests, volunteer fire
alarm circuit, line load control, etc.,
will function.

(I) Description of method for trans-
lating initial office administration in-
formation into machine language, and
proposal as to whether it will be done
by the borrower or by the supplier.

(J) A software license agreement (if
required by the manufacturer) in the
form indicated in § 1753.38(c).

(K) Any other items pertinent to the
technical proposal, such as information
regarding changes that have been made
in hardware and software of the equip-
ment that is of like manufacture to
that presently in operation in the bor-
rower’s system. This shall include re-
quirements for additional spare parts
or training which have developed as a
result of significant change in system
device technology.

(ii) The borrower shall review in de-
tail all exceptions to the P&S. No ex-
ceptions will be accepted unless all bid-
ders are notified, in writing, of the
change in the specifications and per-
mitted to incorporate the change in
their proposal.

(iii) If the technical proposal is not
responsive, the borrower shall notify
the supplier, in writing, that its pro-
posal will not be given further consid-
eration and why.

(iv) Changes in the P&S resulting
from the technical sessions shall be
subject to RUS’s review and approval.

(v) After evaluation of the technical
proposals and RUS approval of the
changes to P&S (required only for
projects that are expected to exceed
$500,000 or 25% of the loan, whichever is
less), sealed bids shall be solicited from
only those bidders whose technical pro-
posals meet P&S requirements. When
fewer than three bidders are adjudged
qualified by the borrower to bid, RUS
approval must be obtained to proceed.
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Generally, RUS will grant such ap-
proval only if the borrower can dem-
onstrate to the satisfaction of RUS
that a good faith effort was made to
obtain at least three competitive bids.
This would be demonstrated if all sup-
pliers currently listed in I.P. 300–4 were
invited to submit technical proposals.

(vi) The borrower shall invite the
GFR to attend the technical sessions.

(3) Bidding and award of contract. (i)
All bids must be completed, dated, and
signed prior to submission.

(ii) The bid opening and award of con-
tract shall be conducted in accordance
with the procedure set forth in
§ 1753.8(a).

(iii) The spare parts bid shall always
be priced separately and added to the
base bid when determining the low bid-
der.

(b) Single source negotiated procure-
ment. If RUS has approved the bor-
rower’s request to procure central of-
fice equipment through single source
negotiation in accordance with require-
ments contained in § 1753.36(f), the bor-
rower shall proceed in accordance with
this subsection.

(1) After RUS approval of the P&S
and equipment requirements (required
only for contracts expected to exceed
$500,000 or 25% of the loan, whichever is
less), the borrower shall send two com-
plete copies of the approved P&S to the
supplier an request that a proposal be
submitted.

(2) The borrower shall schedule a
time and date for a technical session
by the supplier and request that the
items listed in § 1753.38(a)(2)(i) be avail-
able at the technical session. In addi-
tion to these items, the supplier shall
be requested to provide a description of
the exact differences in hardware and
software between the borrower’s exist-
ing equipment and the proposed equip-
ment so that the borrower can deter-
mine spare parts interchangeability,
need for retraining, and the compat-
ibility of administration of the old and
new equipment.

(3) If the contract is expected to ex-
ceed $500,000 or 25% of the loan, which-
ever is less, changes in the P&S result-
ing from the technical session shall be
subject to RUS review and approval.

(4) The submitted proposal shall be
based on the agreed-upon results of the

technical evaluation and must be com-
plete, dated, and signed.

(5) The borrower shall obtain an
award recommendation from its engi-
neer.

(6) The following shall be sent to
RUS for review and approval:

(i) A copy of the engineer’s rec-
ommendation to the borrower, and

(ii) Evidence of acceptance of the
proposal by the borrower, such as

(A) A certified copy of the board reso-
lution, or

(B) A letter to RUS signed by an au-
thorized corporate official.

(7) RUS approval of the proposal will
be conditioned upon the borrower ob-
taining prices that are consistent with
current competitive prices. Upon RUS
approval of the proposal, three copies
of the contract shall be prepared with
all specifications and proposal docu-
ments, and performance bonds, to be
executed by the supplier and borrower.

(8) The three complete, executed con-
tracts shall be sent to the RUS Area
Engineering Branch Chief for approval.

(9) If RUS approves the contract, one
copy will be returned to the borrower
and one copy will be sent to the sup-
plier.

(10) Installation of the central office
equipment and materials provided
under RUS Contract Form 545 may be
made in accordance with subpart I, if
applicable, or by an approved Force Ac-
count Proposal (FAP).

(c) Software license agreement (Adden-
dum 2). The Addendum in this para-
graph to RUS Form 525, Central Office
Equipment Contract (Including Instal-
lation), and RUS Form 545, Central Of-
fice Equipment Contract (Not Includ-
ing Installation), must be used with
any central office equipment contract
that requires a software license agree-
ment and for which RUS financial as-
sistance is to be provided.

Addendum 2—Software License Agreement

(1) Definitions. For the purpose of this Soft-
ware License Agreement—

Contract means the RUS Form 525 Central
Office Equipment Contract (Including Instal-
lation) or RUS Form 545 Central Office
Equipment Contract (Not Including Installa-
tion),
datedllllll, between
llllllllllllllllllllllll

(the Licensee) and llllllllllllll
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(the Licensor).
Days means calendar days.
Licensed Software means the computer pro-

grams, furnished for the operation of the
System(s) provided under the Contract,
whether contained on a tape, disc, semicon-
ductor device, or other memory device or
system memory consisting of logic instruc-
tions and instruction sequences in machine-
readable object code, which manipulate data
in the central processor, control and perform
input/output operations, perform error diag-
nostic and recovery routines, control call
processing, and perform peripheral control,
administrative and maintenance functions;
as well as Licensor’s standard customer doc-
umentation, excluding source code, used to
describe, maintain and use the programs pro-
vided under the Contract.

Licensee and Licensor, respectively, mean
the parties signing the software license
agreement as the licensee and licensor.

Right-to-Use Fee is defined in section (2).
Specifications means the RUS Form 522,

General Specification for Digital, Stored
Program Controlled Central Office Equip-
ment, which is part of the Contract.

System means the stored program con-
trolled central office and associated remote
switching terminal or terminals which use
the Licensed Software covered by this Li-
cense.

(2) Software License Provisions. The Licensor
may charge a fee, herein referred to as a
Right-to-Use Fee, for use of the Licensed
Software. The Right-to-Use Fee shall be in-
cluded in the Total Base Bid as defined in
the Contract. In consideration of the Right-
to-Use Fee, the Licensor hereby grants the
Licensee the right to use all Licensed Soft-
ware, solely in connection with the System
provided under this Contract, so that the
System performs in accordance with the
Contract and the Specifications.

(i) The Licensee’s right to use the Licensed
Software is non-exclusive and limited to use
or operation in the United States of Amer-
ica, including its Territories, the Federated
States of Micronesia, the Marshall Islands,
Palau and the Commonwealth of Puerto
Rico, with the System for which the Li-
censed Software is provided by the Licensor.
The Licensee may reuse the equipment and
its accompanying Licensed Software at an-
other location within the Licensee’s System
without obtaining additional approvals from
Licensor, provided, however, that the Li-
censee notify the Licensor, within ten (10)
days, of the change in location of the equip-
ment and Licensed Software.

(ii) The Licensee and any successor to the
Licensee’s title in the System may, without
further consent of the Licensor, transfer the
Licensed Software and all of the Licensee’s
rights and interests under this Software Li-
cense to any transferee who acquires legal
title to the System, provided that such

transferee first agrees in writing to the Li-
censor to abide by all of the terms and condi-
tions of this License including, without limi-
tation, the territorial limitation stated in
section (2)(i) and the restrictions on
decompiling or reverse assembly stated in
section (2)(iii). Licensee shall give Licensor
written notice thirty (30) days prior to any
transfer. The Licensor shall not place any
additional conditions on the transferee’s use
of the System or the Licensed Software. If
the provisions of this section (2)(ii) are satis-
fied, thereafter the Licensee shall bear no re-
sponsibility for transferee’s failure to abide
by the terms and conditions of this License.

(iii) The Licensee shall take reasonable
steps to protect the confidentiality of the Li-
censed Software and shall not decompile or
reverse assemble all or any part of the Li-
censed Software to generate source code. The
Licensee shall not make the Licensed Soft-
ware available to any person except on a
need to know basis. The obligations of the
Licensee hereunder shall not extend to any
information or data relating to the Licensed
Software which is now available to the gen-
eral public or becomes available by reason of
the acts of the Licensor or third parties.

(iv) The Licensee may reproduce or copy
the Licensed Software and related materials
solely for the purpose of archival backup, in-
house training and operating, maintaining,
and administering the System provided
under this Contract. In such reproduction,
the Licensee shall include, upon all such cop-
ies of the Licensed Software, all proprietary
notices, including the copyright notice with-
in the Licensed Software program and re-
lated documentation in the form in which it
is received from the Licensor.

(v) The Licensee acknowledges that the Li-
censed Software program is the property of
the Licensor, and shall not do, or cause to be
done, anything to activate any of the sub-
sisting nonactivated computer instruction
steps therein unless authorized in writing by
the Licensor. The Licensor shall have the ex-
clusive right to activate, or authorize the ac-
tivation of, the subsisting nonactivated pro-
gram instruction steps in the Licensed Soft-
ware. In this event Licensee shall pay any
additional Right-To-Use Fee(s) agreed to by
Licensee and Licensor.

(vi) In the event the Licensor develops sig-
nificant improvements to the Licensed Soft-
ware, the Licensor may market the improve-
ments as a separate offering requiring pay-
ment of an additional Right-to-Use Fee.

(vii) The Licensee shall not modify or oth-
erwise change the Licensed Software other
than at the direction of the Licensor. This
provision shall not apply to:

(A) Changes to the Licensed Software
which are necessary to preserve or restore
service. Licensee shall use all reasonable ef-
forts to contact Licensor before making any
such changes. If the Licensor is unable to
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make the necessary changes promptly to the
Licensed Software to preserve or restore
service, then the Licensee may make only
such changes to the Licensed Software as are
necessary to preserve or restore service. In
such event, Licensee shall promptly notify
Licensor of the changes made by Licensee.

(B) Changes made by the Licensee to its
own database; and

(C) Changes made by the Licensee in con-
nection with the exercise of its rights under
section (2)(xi).

(viii) Within thirty (30) days after written
notice that a program or a release thereof
has been discontinued and is no longer re-
quired for the operation of the System and
the Licensor has furnished the Licensee with
a new program that is fully satisfactory to
the Licensee, the Licensee agrees to return
the original and all copies of the discon-
tinued program and specified related docu-
ments. If such return is impossible or im-
practical, the Licensee shall destroy said
program and documents and provide the Li-
censor with a written notice of such destruc-
tion.

(ix) The Licensor warrants to the Licensee
that any Software licensed under this Soft-
ware License shall function for a period of
five (5) years from the warranty start date
defined in the Contract in accordance with
the Specifications and any written or printed
technical material provided by the Licensor
to explain the operation of the Licensed
Software and aid in its use. The Licensor
shall correct all deficiencies within thirty
(30) days from the date of receipt by the Li-
censor of written notice of such deficiencies
from the Licensee. An extension of this thir-
ty (30) day period may be allowed only if
agreed upon by the Licensee and RUS. It
shall be the Licensor’s obligation to insert
and thoroughly test, at no charge to the Li-
censee, any software amendment or alter-
ation provided to satisfy the obligations of
this section (2)(ix). If a deficiency is detected
or a correction made within the final ninety
(90) days of the warranty, the warranty shall
be extended to a date ninety (90) days after
the deficiency has been corrected.

(x) The Licensor shall hold harmless and
indemnify the Licensee from any and all
claims, suits, and proceedings for the in-
fringement of any patent, copyright, trade-
mark, or violation of trade secrets covering
any Licensed Software used with the Sys-
tem, except for items of the Licensee’s de-
sign or selection. If the Licensee’s use of the
Licensed Software is enjoined, the Licensor
shall promptly, at its own expense, place the
Licensee in a position where it is able to use
the System in accordance with the Specifica-
tions, whether by:

(A) Modifying the Licensed Software or
portion thereof so that it no longer infringes
but remains functionally equivalent,

(B) Replacing the Licensed Software with
noninfringing equivalent software,

(C) Obtaining for the Licensee a license or
other right to use, or

(D) Such other actions as may be required.
This shall be in addition to any other rights
or claims which the Licensee may have. The
Licensor shall, at its own expense, (and the
Licensee agrees to permit the Licensor to do
so) defend any suits which may be instituted
by any party against the Licensee for alleged
infringement of patents, copyright, trade-
mark, or violation of trade secrets relative
to the Licensor’s performance hereunder. Ei-
ther party shall notify the other promptly of
any such claims, and the Licensee shall give
to the Licensor full authority and oppor-
tunity to settle such claims, and shall rea-
sonably cooperate with the Licensor in ob-
taining information relative to such claims.

(xi) In the event the Licensor becomes un-
willing or unable to furnish support required
by the Contract for the Licensed Software,
the Licensor shall, upon written request of
the Licensee, provide with the greatest pos-
sible dispatch all Licensed Software back-up
documentation including proprietary infor-
mation other than agreed excluded docu-
mentation. In this event, (1) the Licensee
shall be permitted full use of all Licensed
Software and documentation as long as the
System is operational and (2) the Licensee
may modify, or have modified, the Licensed
Software for feature enhancement or proper
equipment operation and becomes the owner
of such modifications for all purposes, in-
cluding patenting, copywriting, sale, or li-
cense thereof. Agreed excluded documenta-
tion is Licensed Software back-up docu-
mentation described in the first sentence of
this section (2)(xi) which (A) is proprietary
information of a third party, (B) was specifi-
cally described at the pre-bid technical ses-
sion and individually identified in an attach-
ment to the Bid, and (C) RUS and the Li-
censee agree, before bids are opened, may be
excluded from the requirements of this sec-
tion (2)(xi). In the event the Licensor fur-
nishes agreed excluded documentation and
the Licensee exercises its rights under this
section (2)(xi), the Licensor shall use its best
efforts to provide such agreed excluded infor-
mation to the Licensee, or obtain continuing
support agreements from the parties retain-
ing legal rights to the excluded documenta-
tion. Licensor agrees that certain Licensed
Software cannot be excluded from the re-
quirements of this section (2)(xi) including,
but not limited to, software, the absence or
improper operation of which would signifi-
cantly impair the operation of the System,
would significantly impair the ability of the
Licensee to generate revenue, or would pose
a risk to RUS loan security.

(xii) A breach of this License by the Licen-
sor is a breach of the Contract. Therefore,
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the remedies specified in the Contract shall
apply.

(xiii) The Licensee shall have thirty (30)
days after receipt of written notice from the
Licensor to correct any breach of this Li-
cense. Damages payable by the Licensee for
its breach of this License shall not exceed
the total Contract price. The Licensor shall
not terminate this License unless:

(A) The Licensor has given RUS sixty (60)
days notice before termination; and

(B) RUS agrees with the Licensor that ter-
mination is the only method available to
prevent significant harm to the Licensor
from additional Licensee defaults.

(xiv) The obligations of Licensee and Li-
censor and any successors in title under this
Agreement shall survive the termination of
this Agreement and continue after any ter-
mination of rights granted hereunder.

(xv) Licensee and Licensor agree that it
will not, without the prior written permis-
sion of the other party, use in advertising,
publicity, packaging, labeling, or otherwise,
any trade name, trademark, trade device,
service mark, symbol, or any other identi-
fication or any abbreviation, contraction, or
simulation thereof owned by the other party
or any of its affiliates or used by the other
party or any of its affiliates to identify any
of their products or services, unless other-
wise agreed by the parties.

(xvi) This Software License Agreement
shall prevail notwithstanding any con-
flicting terms or legends which may appear
on or in the Licensed Software.

(xvii) If any Section or part thereof, in this
Agreement shall be held to be invalid or un-
enforceable in any jurisdiction in which this
Agreement is being performed, then the
meaning of such section or part shall be con-
strued so as to render it enforceable, to the
extent feasible; and if no feasible interpreta-
tion would save such section or part, it shall
be severed from this Agreement and the re-
mainder shall remain in full force and effect.
However, in the event such section or part is
considered an essential element of this
Agreement, the parties shall promptly nego-
tiate a replacement therefor.

(xviii) This Software License and any
amendments thereto, or revisions thereof,
are subject to RUS approval.

LICENSOR

Company
Name llllllllllllllllllll
By llllllllllllllllllllll
Title lllllllllllllllllllll
Date lllllllllllllllllllll

Licensee

Company
Name llllllllllllllllllll
By llllllllllllllllllllll

Title lllllllllllllllllllll

Date lllllllllllllllllllll

[End of clause]

(d) Contract amendments. (1) The gen-
eral requirements for contract amend-
ments are set forth in § 1753.11.

(2) Equipment contract amendments
shall be prepared on RUS Contract
Form 238, Construction or Equipment
Contract Amendments.

(e) Additions. When additions to exist-
ing central office equipment are re-
quired:

(1) A proposal shall be requested from
the supplier.

(2) The borrower shall prepare a plan
containing an outline of the proposed
use of the equipment, the proposal
from the supplier and an estimate of
the installation cost. If the total cost
exceeds $500,000, RUS approval of the
award of contract is required. The bor-
rower shall in this case submit its plan
and the supplier’s proposal to GFR. If
the cost does not exceed $500,000, the
borrower’s award of contract is not
subject to RUS approval.

(3) If RUS approval was required by
paragraph (e)(2) of this section, upon
RUS approval the purchase may be
made using RUS Contract Form 525, or
545, or when applicable, the procedures
contained in subpart I of this part.

(4) If the purchase is to be made by
contract, three executed copies of the
contract with attachments are to be
submitted to the RUS.

(5) Installation of the central office
equipment and materials procured by
RUS Contract Form 545 may be made
in accordance with subpart I, if appli-
cable, or by an approved FAP.

(f) Preinstallation conference. RUS rec-
ommends, but does not require, that
the borrower hold a preinstallation
conference, attended by the borrower,
its engineer, equipment installers, and
if possible the GFR, prior to the begin-
ning of the installation of the central
office equipment.

[54 FR 39267, Sept. 25, 1989. Redesignated at
55 FR 39397, Sept. 27, 1990, as amended at 59
FR 17679, Apr. 14, 1994; 64 FR 16607, Apr. 6,
1999]
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§ 1753.39 Closeout documents.
Closeout of RUS Contract Form 525,

Central Office Equipment Contract (In-
cluding Installation), and RUS Con-
tract Form 545, Central Office Equip-
ment Contract (Not Including Installa-
tion), shall be conducted as follows:

(a) Contract amendments. Amend-
ments that must be submitted to RUS
for approval, as required by § 1753.11,
shall be submitted promptly. All other
amendments may be submitted to RUS
with the engineer’s contract closeout
certification.

(b) Taxes. Under the terms of RUS
Contract Forms 525 and 545, the bid
prices do not include any amounts
which are or may be payable by the
bidder or the borrower on account of
taxes imposed upon the sale, purchase
or use of equipment, material and soft-
ware covered by the contracts. If any
such tax is paid by the bidder, the con-
tract requires that the amount is to be
stated separately on all invoices and
paid by the borrower.

(c) Acceptance tests. The borrower will
perform acceptance tests as part of the
partial closeout and final closeout of
RUS Contract Form 525. Tests that will
demonstrate compliance with the re-
quirements of 7 CFR 1755.522 are con-
tained in RUS Bulletin 1753E–201. Other
tests demonstrating compliance will be
acceptable. RUS Bulletin 1753E–201 is
available from RUS, Program Support
and Regulatory Analysis, STOP 1522,
1400 Independence Ave., SW., Wash-
ington, DC 20250–1522.

(d) Grounding system audit. A ground-
ing system audit shall be performed
and found acceptable for equipment

provided under Form 525 and 545 Con-
tracts, prior to placing a central office
or remote switching terminal into full
service operation. The audits are to be
conducted in accordance with guide-
lines contained in the applicable sec-
tions of RUS Form 522 ‘‘General Speci-
fication for Digital, Stored Program
Controlled Central Office Equipment.’’
The audits shall be performed by the
contractor and borrower for Form 525
equipment and by the borrower for
Form 545 equipment.

(e) Partial Closeout Procedure. Under
conditions set forth in RUS Contract
Form 525, a contractor may, when ap-
proved by the borrower, receive pay-
ment in full for central offices and
their respective associated remote
switching terminals upon completion
of the installation without awaiting
completion of the project where the
contractor is to receive such payment,
the procedure contained in the applica-
ble sections of RUS Contract Form 525
shall be followed. In addition to com-
plying with the appropriate partial
closeout procedure contained in RUS
Contract Form 525, the borrower shall:

(1) Obtain from the engineer a certifi-
cation of partial closeout.

(2) Submit one copy of the summary
to RUS with an FRS.

(f) Final contract closeout procedure.
The documents required for the final
closeout of the central office equip-
ment contract, RUS Contract Forms
525 and 545, are listed in the following
table, which also indicates the number
of copies and their distribution. The
procedure to be followed is as follows:

DOCUMENTS REQUIRED TO CLOSEOUT CENTRAL OFFICE EQUIPMENT CONTRACT

RUS Form No. Description

Use with Prepared by Distribution

RUS Form
525

RUS Form
545 Contractor Engineer Borrower Contractor

238 ................. Construction or
Equipment Contract
Amendment (if not
previously sub-
mitted, send to
RUS for approval).

X X .................... (3) (to RUS) (to RUS)

754 ................. Certificate of Comple-
tion and Certificate
of Contractor and
Indemnity Agree-
ment (if submitted,
Form 744 is not re-
quired).

X .................... 3 3 2 1
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DOCUMENTS REQUIRED TO CLOSEOUT CENTRAL OFFICE EQUIPMENT CONTRACT—Continued

RUS Form No. Description

Use with Prepared by Distribution

RUS Form
525

RUS Form
545 Contractor Engineer Borrower Contractor

517 ................. Results of Accept-
ance Tests (pre-
pare and distribute
copies immediately
upon completion of
the acceptance
tests of each cen-
tral office).

X .................... .................... 2 1 1

752a ............... Certificate of Comple-
tion—Not Including
Installation.

.................... X .................... 2 1 1

224 ................. Waiver and Release
of Lien (from each
supplier).

X .................... 1 .................... 1 ....................

231 ................. Certificate of Con-
tractor.

X .................... 1 .................... 1 ....................

213 ................. Certificate (Buy
American).

X X 1 .................... 1 ....................

None .............. Switching Diagram,
as installed.

X X 2 .................... 2 ....................

None .............. Set of Drawings
(each set to include
all the drawings re-
quired under the
Specification, RUS
Form 522).

X X 2 .................... 2 ....................

(1) The borrower shall:
(i) Immediately following completion

of the last central office equipment in-
stallation, arrange with the contrac-
tor’s installer, connecting company
(where necessary), and the GFR for
performance of the acceptance tests of
offices not previously tested. The date
for testing should be established so
that the installer will not be required
to return to the site for the sole pur-
pose of assisting in these tests. Accept-
ance tests shall be performed within 30
days of completion of the installation,
unless otherwise requested in writing
by the contractor and approved in writ-
ing by the borrower.

(ii) When the acceptance tests have
been satisfactorily completed and the
contractor has corrected all the dis-
crepancies:

(A) Prepare and assemble the docu-
ments listed in the table in this sec-
tion, Documents Required to Close Out
Central Office Equipment Contracts.

(B) Notify the GFR that the project
is ready for final RUS inspection.

(iii) Make the documents listed in
the table available for GFR review on
the date of final inspection.

(iv) Distribute the documents as indi-
cated in the table. The documents list-
ed for RUS shall be retained by the
borrower for inspection by RUS for at
least two years from the date of the en-
gineer’s contract closeout certificate.

(2) The documents required and the
procedure to be used for equipment
purchased and/or installations made
using the method of minor construc-
tion are set forth in subpart I.

(g) Once RUS approval has been ob-
tained for any required amendments,
the borrower shall obtain certifications
from the engineer that the project and
all required documentation are satis-
factory and complete. The require-
ments for the final contract certifi-
cation are contained in § 1753.18.

(h) Once these certifications have
been received, final payment shall be
made according to the payment terms
of the contract. Copies of the certifi-
cations shall be submitted with the
FRS, requesting the remaining funds
on the contract.

[54 FR 39267, Sept. 25, 1989. Redesignated at
55 FR 39397, Sept. 27, 1990, and amended at 59
FR 31126, June 17, 1994; 59 FR 43717, Aug. 25,
1994; 62 FR 32477, June 16, 1997; 64 FR 16608,
Apr. 6, 1999]
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§§ 1753.40—1753.45 [Reserved]

Subpart F—Outside Plant Major
Construction by Contract

SOURCE: 54 FR 39267, Sept. 25, 1989, unless
otherwise noted. Redesignated at 55 FR 39397,
Sept. 27, 1990.

§ 1753.46 General.

(a) This subpart implements and ex-
plains the provisions of the loan docu-
ments setting forth the requirements
and procedures to be followed by bor-
rowers when outside plant major con-
struction by contract is financed by
loan funds. Terms used in this subpart
are defined in § 1753.2 and RUS Contract
Form 515.

(b) The contract method for major
construction is described in § 1753.5(b).

(c) The two contract forms which
may be used for major outside plant
construction are Form 515 and Form
773. Limitations on the applicability of
these forms shall be as follows:

(1) Form 515 shall be used for major
outside plant construction projects
which will be competitively bid. The
contract contains plans and specifica-
tions and has no dollar limitation. See
§§ 1753.47, 1753.48 and 1753.49.

(2) Contract Form 515, which is for
$250,000 or less, may, at the borrower’s
option, be negotiated. See § 1753.48(b).

(3) RUS Form 773 may be used for
minor outside plant projects which are
not competitively bid because they
cannot be designed and staked at the
time of contract execution. Projects of
this nature include routine line exten-
sions and placement of subscriber
drops. See subpart I of this part.

[54 FR 39267, Sept. 25, 1989. Redesignated at
55 FR 39397, Sept. 27, 1990, and amended at 59
FR 43717, Aug. 25, 1994; 64 FR 16608, Apr. 6,
1999]

§ 1753.47 Plans and specifications
(P&S).

(a) General. (1) Prior to the prepara-
tion of P&S for the construction
project:

(i) A review shall be made of the out-
side plant requirements, and the Loan
Design (LD) shall be revised to reflect
any needed changes (See § 1753.3).

(ii) Deviations from the approved LD
(7 CFR part 1737) must be approved by
RUS (See § 1753.3).

(2) The standard RUS specifications
required for construction of outside
plant facilities are:

(i) RUS Form 515a (Bulletin 345–150)—
Specifications and Drawings for Con-
struction of Direct Buried Plant.

(ii) RUS Form 515c (Bulletin 345–
151)—Specifications and Drawings for
Conduit and Manhole Construction.

(iii) RUS Form 515d (Bulletin 345–
152)—Specifications and Drawings for
Underground Cable Installation.

(iv) RUS Form 515f (Bulletin 345–
153)—Specifications and Drawings for
Construction of Pole Lines and Aerial
Cables.

(v) RUS Form 515g (Bulletin 345–
154)—Specifications and Drawings for
Service Entrance and Station Pro-
tector Installation.

(b) Preparation of plans and specifica-
tions. Each set of plans and specifica-
tions shall include:

(1) RUS Contract Form 515, ‘‘Tele-
phone System Construction Contract
(Labor and Materials).’’

(2) The specifications described in
paragraph (a)(2) of this section as spec-
ified by the borrower in the RUS Con-
tract Form 515.

(3) Description of special assembly
units and guide drawings, if any.

(4) Key, detail, and cable layout
maps.

(5) RUS Contract Form 787, ‘‘Supple-
ment A to Construction Contract, RUS
Contract Form 515,’’ when the borrower
proposes to provide any materials to
the contractor. The borrower shall not
order materials for a contractor with-
out RUS approval. In such cases the
borrower must attach Form 787 and a
‘‘List of Owner’s Materials on Hand’’
and/or a ‘‘List of Materials Ordered by
Owner but Not Delivered’’ to contract
Form 515 (See § 1753.48(f) of this part).
Any materials furnished under Supple-
ment A shall be listed in RUS Bulletin
344–2 unless special RUS approval has
been received by the borrower to use
unlisted materials.

(c) Submission of plans and specifica-
tions to RUS. (1) If the project does not
exceed $500,000 or 25% of the loan,
whichever is less, the borrower shall
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furnish GFR one set of P&S. The bor-
rower may then proceed with procure-
ment in accordance with § 1753.48.

(2) If the project exceeds $500,000 or
25% of the loan, whichever is less, RUS
approval of P&S is required. Two sets
of P&S shall be furnished to GFR. RUS
will return one set to the borrower
upon notice of approval. The borrower
may then proceed with procurement in
accordance with § 1753.48.

[54 FR 39267, Sept. 25, 1989. Redesignated at
55 FR 39397, Sept. 27, 1990, 55 FR 53488, Dec.
31, 1990; 64 FR 16609, Apr. 6, 1999]

§ 1753.48 Procurement procedures.
(a) Sealed competitive bidding—(1)

Qualifying bidders. (i) The borrower is
responsible for selecting qualified con-
tractors to bid on the project. See
§ 1753.8(a)(3). Questions relating to bid-
ders’ qualifications shall be resolved
prior to the pre-bid conference.

(ii) RUS Form 274 or its equivalent,
supplemented by RUS Form 276, shall
be used for the submission of bidders’
qualifications for all types of construc-
tion and for the required information
on the bidder and subcontractors.

(2) Invitations to bid— The borrower
shall solicit bids as set forth in
§ 1753.8(a)(2). Invitations shall be sent
to at least 6 prospective bidders.

(3) Pre-bid conference. (i) Representa-
tives of the borrower and its engineer
shall be present at the pre-bid con-
ference at the time and place des-
ignated in the Notice to Bidders. The
borrower shall invite the GFR to at-
tend the pre-bid conference.

(ii) The purpose of the pre-bid con-
ference is to acquaint the bidders with
the scope and special considerations of
the project and to clarify any concerns
the bidders may have.

(iii) No proposals shall be considered
from bidders that do not attend the
pre-bid conference unless the bidder
has been notified by the engineer that
such bidder’s attendance has been
waived. Attendance can be waived if, in
the judgment of the engineer, the bid-
der would gain no additional under-
standing of the construction project by
attending the pre-bid conference.

(iv) The borrower shall obtain from
the engineer the minutes of the pre-bid
conference and shall distribute them to
all potential bidders.

(v) When fewer than three bidders
have been qualified to submit bids,
RUS written approval must be ob-
tained to proceed with requesting bids.

(4) Bid openings. (i) Bid openings and
award of the contract shall be con-
ducted in accordance with §§ 1753.5(b)(1)
and 1753.8(a).

(ii) If § 1753.8 requires RUS approval
of award of the bid, the borrower shall
submit to RUS two copies of the as-
sembly unit sections of the apparent
lowest responsive bid accepted by the
borrower.

(b) Negotiated procurement. (1) Com-
petitive bids are not required for out-
side plant construction that is esti-
mated to cost $250,000, or less, inclusive
of labor and materials.

(2) The procedures to be followed are
contained in § 1753.8(b) and paragraphs
(3) and (4) of this section.

(3) Negotiation conference. (i) The bor-
rower shall schedule a conference to be
attended by representatives of the en-
gineer, the borrower and the con-
tractor selected for negotiations. The
borrower shall invite the GFR to at-
tend this conference.

(ii) The purpose of the negotiation
conference is to acquaint the con-
tractor with the scope and special con-
siderations of the project and to an-
swer any questions.

(iii) The borrower shall obtain from
the engineer notes covering the nego-
tiation conference and shall distribute
them to all attendees.

(4) Two copies of the assembly unit
sections of the negotiated contractor’s
proposal shall be sent to the GFR for
approval.

(c) Contract amendments. The bor-
rower shall prepare contract amend-
ments in accordance with § 1753.11 on
RUS Contract Form 526, Construction
Contract Amendment.

(d) Subcontracts. The RUS require-
ments for subcontracts and the proce-
dures to be followed are set forth in
§ 1753.9.

(e) Preconstruction conference. The
borrower shall conduct a conference,
attended by the borrower, contractor,
subcontractors, resident engineer, and
the GFR, prior to the beginning of
cable placement, to resolve any ques-
tions pertaining to the construction.
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Results of the conference shall be pro-
vided to each conference participant
(See § 1753.10).

(f) Owner-furnished materials. When
the borrower furnishes materials under
RUS Contract Form 787, Supplement A
to Construction Contract, these steps
shall be followed:

(1) Materials on hand to be furnished
by the borrower shall be released to the
contractor at the start of construction.
Materials on order but not received
shall be provided to the contractor as
they become available. The borrower
shall obtain from the contractor a
written receipt for all such materials
delivered.

(2) Materials on hand, until released
to the contractor, shall be covered by
fire and either wind-storm or extended
coverage insurance, exclusive of mate-
rials stored in the open and not within
100 feet of any building. Poles, wher-
ever stored, shall be covered by fire in-
surance. All insured values must be at
least 80 percent of the cash value of the
property insured.

(3) Subject to adjustment at the time
of final settlement, the borrower shall
obtain from the contractor monthly in-
voices that show credit to the bor-
rower, at the prices quoted in Form
787, Supplement A, for all materials
furnished by the borrower and installed
by the contractor during the preceding
month.

(4) Any materials furnished by the
borrower remaining as surplus at the
completion of construction shall be re-
turned to the borrower. For such mate-

rials, the borrower shall furnish a writ-
ten receipt to the contractor and credit
the contractor at the prices quoted in
Supplement A.

(g) Changes or corrections in construc-
tion. (1) When changes or corrections in
construction are necessary, and the
cost of such changes or corrections is
properly chargeable to the borrower,
the borrower shall have its engineer
prepare and sign four copies of a Con-
struction Change Order, RUS Form 216,
obtain borrower’s approval and forward
the four copies to the contractor. Re-
ceipt of the executed Construction
Change Order by the contractor will
constitute authorization to proceed
with the changes or corrections.

(2) When the changes or corrections
have been made, the borrower shall
have the contractor complete the form,
itemizing the costs in accordance with
the terms of the contract, and return
three copies to the borrower’s engineer.
A copy of each change order shall be
attached to each copy of the construc-
tion inventory required to close out
the contract.

[54 FR 39267, Sept. 25, 1989. Redesignated at
55 FR 39397, Sept. 27, 1990, as amended at 64
FR 16609, Apr. 6, 1999]

§ 1753.49 Closeout documents.
(a) General. The borrower shall be re-

sponsible for preparing the closeout
documents with, if necessary, the as-
sistance of the GFR.

(b) Documents required. The following
table lists the documents required to
closeout the RUS contract Form 515.

DOCUMENTS REQUIRED TO CLOSEOUT CONSTRUCTION CONTRACT
[RUS Form 515]

RUS Form No. Description
No. of copies prepared by Distribution

Contractor Engineer Borrower Contractor

724 ................. Final Inventory—Certificate of Completion ............... .................... 2 1 1
724a ............... Final Inventory—Assembly Units .............................. .................... 2 1 1
None .............. Contractor’s Bond Extension (send to RUS when

required).
(3) .................... (to RUS) (to RUS)

281 ................. Tabulation of Materials Furnished by Borrower ....... 2 .................... 1 1
213 ................. Certificate—‘‘Buy American’’ .................................... 1 .................... 1 ....................
None .............. Listing of Construction Change Orders .................... .................... 1 1 ....................
224 ................. Waiver and Release of Lien (from each supplier) ... 1 .................... 1 ....................
231 ................. Certificate of Contractor ............................................ 1 .................... 1 ....................
527 ................. Final Statement of Construction ............................... .................... 2 1 1
None .............. Reports on Results of Acceptance Tests ................. .................... 1 1 1
None .............. Set of Final Staking Sheets ...................................... .................... 1 1 ....................
None .............. Tabulation of Staking Sheets ................................... .................... 1 1 ....................
None .............. Correction Summary (legible copy) .......................... .................... 1 1 ....................
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DOCUMENTS REQUIRED TO CLOSEOUT CONSTRUCTION CONTRACT—Continued
[RUS Form 515]

RUS Form No. Description
No. of copies prepared by Distribution

Contractor Engineer Borrower Contractor

None .............. Treated Forest Products Inspection Reports or Cer-
tificates of Compliance (prepared by inspection
company or supplier).

.................... .................... 1 ....................

None .............. Final Key Map (when applicable) ............................. .................... 1 1 ....................
None .............. Final Central Office Area and Town Maps ............... .................... 1 1 ....................

(c) Closeout procedure. (1) After con-
struction has been completed in ac-
cordance with the plans and specifica-
tions, and acceptance tests have been
made, the borrower shall arrange the
time for a final inspection to be made
by the borrower’s engineer, the con-
tractor, the GFR and a representative
of the borrower.

(2) Final inventory documents. (i) The
borrower shall obtain certifications
from the engineer that the project and
all required documentation are satis-

factory and complete. Requirements
for these contract closeout certifi-
cations are contained in § 1753.18.

(ii) The borrower shall prepare and
distribute the final inventory docu-
ments in accordance with the tables
contained in this section. The docu-
ments listed for RUS shall be retained
by the borrower for inspection by RUS
for at least two years from the date of
the engineer’s contract closeout cer-
tification.

STEP-BY-STEP PROCEDURE FOR CLOSEOUT OF CONSTRUCTION CONTRACT
[RUS Form 515]

Sequence

By ProcedureStep
No. When

1 Upon Completion of Construction ....... Borrower’s Engi-
neer.

Prepares the following: a set of Detail Maps and a set
(when applicable) of Key Maps which show in red the
work done under the 515 contract; a Tabulation of
Staking Sheet; and a tentative Final Inventory, RUS
Forms 724 and 724a.

2 After acceptance tests made ............... Borrower’s Engi-
neer.

Forwards letter to the borrower with copies to the GFR
stating that the project is ready for final inspection.
Schedules inspection date.

3 Upon receipt of letter from Borrower’s
Engineer.

GFR ...................... Advises borrower whether attending the final inspection
will be possible.

4 By inspection date ............................... Borrower’s Engi-
neer.

Obtains and makes available the following documents: a
set of ‘‘as constructed’’ detail maps and (when applica-
ble) ‘‘as built’’ key maps; a list of construction change
orders; the final staking sheets; the tabulation staking
sheets; the treated forest products inspection reports or
certificates of compliance; the tentative final inventory,
RUS Forms 724 and 724a; the tentative tabulation,
RUS Form 231 (if borrower furnished part of material);
and, a report of results of acceptance tests.

5 During inspection ................................. Borrower’s Engi-
neer.

Issues instructions to contractor covering corrections to
be made in construction as a result of inspection.

6 During inspection ................................. Contractor ............. Corrects construction on basis of instructions from the
borrower’s engineer. The corrections should proceed
closely behind the inspection in order that the bor-
rower’s engineer can check the corrections before leav-
ing the system.

7 During inspection ................................. Borrower’s Engi-
neer.

Inspects and approves corrected construction. Marks in-
spected areas on the key map, if available, otherwise
on the detail maps.

8 Upon completion of inspection ............ Borrower’s Engi-
neer.

Prepares or obtains all the closeout documents listed in
Table 3.

9 After signing final inventory ................. Borrower ............... Prepares and submits to RUS the engineer’s certifications
of completion and a Financial Requirement Statement,
RUS Form 481, requesting amount necessary to make
final payment due under contract.
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STEP-BY-STEP PROCEDURE FOR CLOSEOUT OF CONSTRUCTION CONTRACT—Continued
[RUS Form 515]

Sequence

By ProcedureStep
No. When

10 On receipt of final advance ................. Borrower ............... Promptly forwards check for final payment to contractor.
11 During subsequent loan fund audit re-

view following final payment.
RUS Field Ac-

countant.
Examines borrower’s construction records for compliance

with the construction contract and Subpart F, and ex-
amines RUS Form 281 (Tabulation of Materials Fur-
nished by Borrower) if any, for appropriate costs.

(iii) When the total inventory price
exceeds the maximum contract by
more than 20 percent, an extension to
the contractor’s bond is required.

(iv) The borrower shall submit the
engineer’s contract closeout certifi-
cation with FRS for the final advance
of funds.

(3) Final payment shall be made ac-
cording to the payment provisions of
article III of RUS Form 515, except
that certificates and other documents
required to be submitted to or ap-
proved by the Administrator shall be
submitted to and approved by the
Owner.

[54 FR 39267, Sept. 25, 1989. Redesignated at
55 FR 39397, Sept. 27, 1990, and amended at 59
FR 43717, Aug. 25, 1994; 64 FR 16609, Apr. 6,
1999]

§§ 1753.50—1753.55 [Reserved]

Subpart G—Outside Plant Major
Construction by Force Account

SOURCE: 55 FR 3572, Feb. 2, 1990, unless oth-
erwise noted. Redesignated at 55 FR 39397,
Sept. 27, 1990.

§ 1753.56 General.
(a) This subpart implements and ex-

plains the provisions of the loan docu-
ments setting forth the requirements
and the procedures to be followed by
borrowers for outside plant major con-
struction by the force account method
with RUS loan funds. Terms used in
this subpart are defined in § 1753.2 and
RUS Contract Form 515.

(b) A borrower shall not use the force
account method for construction fi-
nanced with loan funds unless prior
RUS approval has been obtained.

(c) Generally, RUS will not approve
the force account method for major

outside plant construction for the ini-
tial loan to a borrower.

(d) The Force Account Proposals
(FAPs) are subject to review and ap-
proval by RUS.

(e) The FAP is approved by RUS on
the basis of estimated labor and mate-
rial costs. The FAP is closed based on
the borrower’s actual cost of per-
forming the construction. RUS will
provide loan funds only up to the
amount determined by the completed
assembly units priced at the unit
prices in the approved FAP.

(Approved by the Office of Management and
Budget under control number 0572–0062)

§ 1753.57 Procedures.
(a) The request. (1) The borrower shall

submit to RUS a certified copy of the
board resolution or a letter signed by
an authorized corporate official re-
questing approval to use the force ac-
count method of construction. The re-
quest shall state the advantages of the
force account method of construction
and provide the following information:

(i) The scope of the construction to
be undertaken, stating briefly the fa-
cilities and equipment to be installed
and other pertinent data.

(ii) The name and qualifications of
the construction supervisor who will be
directly in charge of construction, the
names and qualifications of the con-
struction foremen, and the availability
of qualified construction personnel.
The construction supervisor must have
at least 5 years outside plant construc-
tion experience with at least 2 years at
the supervisory level on RUS financed
projects. Construction foremen must
have at least 3 years of outside plant
construction experience.

(iii) The availability of equipment for
construction, exclusive of equipment
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needed for normal operation and main-
tenance.

(2) [Reserved]
(b) Force Account Proposal (FAP).

Upon receiving RUS approval to use
the force account method, the bor-
rower, prior to any construction activ-
ity or the purchase of materials or
equipment, shall submit to RUS two
copies of its FAP. The FAP shall con-
sist of:

(1) The RUS Contract Form 515 and
appropriate supporting attachments
that normally would be provided as
plans and specifications for contract
construction. See § 1753.47.

(2) The cost estimate, using Form 515
as a convenient means of showing the
following:

(i) The quantity and cost estimates
of the various assembly units required.
‘‘Labor and other’’ cost will not in-
clude the cost of engineering, legal,
and other professional services, inter-
est during construction, preliminary
survey and investigation charges, and
right-of-way easement procurement
costs.

(ii) A list identifying materials or
construction for which loan funds will
not be requested.

(3) The estimated completion time.
(c) Storage of materials. All materials

ordered for the construction shall be
stored separate from normal mainte-
nance materials.

(d) Construction—(1) Preconstruction
conference. The borrower shall arrange
a conference, attended by the manager,
construction supervisor, construction
foremen, resident engineer and the
GFR prior to the beginning of con-
struction to clarify any questions per-
taining to the construction. Notes of
the conference shall be provided to
each conference participant.

(2) Construction schedule and progress
reports. The borrower shall obtain from
the engineer a construction schedule
and submit one copy to the GFR. The
schedule shall include the starting date
and a statement indicating that mate-
rials are either delivered or deliveries
are assured to permit construction to
proceed in accordance with the con-
struction schedule. The borrower shall
obtain from the engineer progress re-

ports and submit one copy of each to
the GFR. RUS Form 521 may be used
for the construction schedule and the
progress report.

(3) Borrower’s management responsibil-
ities. (i) Obtain all right-of-way ease-
ments, permits, etc., prior to construc-
tion.

(ii) Maintain records on all expendi-
tures for materials, labor, transpor-
tation, and other costs of construction,
in order that all costs may be fully ac-
counted for upon completion of con-
struction.

(iii) Ensure that all the required in-
spections and tests are made.

(4) Engineer’s responsibilities. (i) In-
spect and inventory construction as
completed.

(ii) Require timely corrections and
cleanup.

(iii) Perform acceptance tests as con-
struction is completed.

(iv) Provide ‘‘as built’’ staking sheets
of completed construction when the
final inspections are made.

(v) Maintain accurate and current in-
ventories of completed construction.

(5) Construction supervisor’s respon-
sibilities. (i) Correct construction errors
as construction progresses.

(ii) Maintain an accurate inventory
of completed construction.

(iii) Perform cleanup as construction
is completed.

(iv) Perform all the inspections and
acceptance tests a contractor would be
required to make under the construc-
tion contract.

(v) Promptly perform cleanup re-
quired after final inspection.

§ 1753.58 Closeout documents.
(a) General. (1) This section outlines

the procedure to be followed in the
preparation of closeout documents for
the FAP.

(2) The period between the comple-
tion of construction and submission of
the closeout documents to RUS should
not exceed 60 days.

(b) Documents. The documents re-
quired to close the FAP are listed in
the following table. The following is a
brief description of the closeout docu-
ments:
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DOCUMENTS REQUIRED TO CLOSE OUT FORCE ACCOUNT OUTSIDE PLANT CONSTRUCTION

RUS Form No. Description

817, 817a, 817b ............. Final Inventory Force Account Construction and Certificate of Engineer. Submit one copy to RUS, if
required 1

213 .................................. Certificate—‘‘Buy American’’ (as applicable from each supplier).
None ............................... Detail Maps.
None ............................... Key map, if applicable.
None ............................... Staking Sheets.
None ............................... Tabulation of staking sheets.
None ............................... Treated Forest Products Inspection Reports or Certificates of Compliance (prepared by inspection

company or supplier).

1 RUS Forms 817, 817a, and 817b are to be submitted to GFR only if required in paragraph (c)(5) of this section. Otherwise,
the final inventory documents are to be assembed and retained by the borrower for at least two years.

(c) Closeout procedures. (1) The bor-
rower shall notify the GFR when the
project is ready for final inspection.

(2) The GFR shall be invited to make
the final inspection accompanied by
the engineer and the borrower.

(3) The borrower shall correct all de-
ficiencies found during the final inspec-
tion.

(4) The borrower may request the as-
sistance of an RUS field accountant to
review the borrower’s record of con-
struction expenditures and assist the
borrower with any accounting prob-
lems in connection with construction
expenditures.

(5) After inspection, the final inven-
tory documents shall be assembled as
indicated in the table in this section.
RUS Forms 817, 817a, and 817b are to be
submitted to GFR only if the amount
of the closeout exceeds the original
force account proposal by 20% or more.
Otherwise, the final inventory docu-
ments are to be assembed and retained
by the borrower for at least two years.

(6) Upon approval of the closeout doc-
uments, RUS will notify the borrower
of approval and of any adjustments to
be made in funds advanced in connec-
tion with the construction.

(d) The above are not intended to be
a complete description of the require-
ments of the documents relating to
RUS’s closeout procedure. Refer to the
documents for additional require-
ments.

[55 FR 3572, Feb. 2, 1990. Redesignated at 55
FR 39397, Sept. 27, 1990, as amended at 64 FR
16610, Apr. 6, 1999]

§§ 1753.59—1753.65 [Reserved]

Subpart H—Purchase and
Installation of Special Equipment

SOURCE: 54 FR 39267, Sept. 25, 1989, unless
otherwise noted. Redesignated at 55 FR 39397,
Sept. 27, 1990.

§ 1753.66 General.

(a) This subpart implements and ex-
plains the provisions of the Loan Docu-
ments setting forth the requirements
and the procedures to be followed by
borrowers in purchasing and installing
special equipment financed with loan
funds.

(b) Terms used in this subpart are de-
fined in § 1753.2 and RUS Contract
Forms 397 and 398.

(c) Special equipment purchased with
loan funds must be included in the List
of Materials Acceptable for Use on
Telephone Systems of RUS Borrowers
(See Bulletin 344–2) and meet RUS’s
standards and specifications (See 7
CFR part 1755) unless otherwise ap-
proved by RUS.

(d) Borrowers must obtain RUS re-
view and approval of the LD for their
telephone systems. Applications of spe-
cial equipment not included in an ap-
proved LD must conform to the mod-
ernization plan as required by 7 CFR
part 1751, subpart B, and must be sub-
mitted to RUS for review and approval.

(e) RUS Form 397 and applicable
specifications shall be used for the pur-
chase of special equipment for major
construction on a furnish and install
basis.
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(f) RUS Form 398 and applicable spec-
ifications shall be used for the pur-
chase of equipment for major construc-
tion on a furnish only basis. The proce-
dures provided in subpart I, if applica-
ble, or a FAP approved by RUS may be
used for the installation of special
equipment purchased with a Form 398
contract.

(g) For special equipment purchases
for minor construction, the borrower
may at its option use the Methods of
Minor Construction procedures con-
tained in subpart I or the purchase pro-
cedures contained in this subpart H.

(h) Some types of special equipment
contain software. See subpart E for
RUS software licensing requirements.

[54 FR 39267, Sept. 25, 1989. Redesignated at
55 FR 39397, Sept. 27, 1990, and amended at 58
FR 66259, Dec. 20, 1993; 59 FR 17464, Apr. 13,
1994]

§ 1753.67 Contracts and specifications.
(a) Special Equipment Contract, RUS

Form 397 shall be used to purchase
equipment on a furnish and install
basis.

(b) Special Equipment Contract, RUS
Form 398 shall be used to purchase
equipment on a furnish only basis.

(c) The equipment specifications
must accompany the selected contract
form.

(1) Each specification consists of per-
formance specifications, installation
requirements (if applicable) and appli-
cation engineering requirements.

(2) RUS specifications for the Special
Equipment Contract are listed in 7
CFR part 1755.

§ 1753.68 Purchasing special equip-
ment.

(a) General. (1) Equipment purchases
are categorized as initial equipment
purchase, equipment additions to exist-
ing systems and new system additions.

(i) An initial equipment purchase is a
first time purchase by a borrower of a
complete system of special equipment.

(ii) Equipment additions to existing
systems are additions of components to
complete operating systems to increase
system capacity that require compo-
nents made by the manufacturer of the
existing system.

(iii) New system additions are pur-
chases of complete systems of special

equipment when the purpose can be ac-
complished either with equipment of
the same type and manufacture as
other complete operating systems in
the borrower’s system, or with com-
plete systems of special equipment
from other manufacturers.

(iv) Where equipment is obtained
under a Form 398 Contract, the bor-
rower shall require the supplier to pro-
vide a detailed proposed bonding and
grounding plan and detailed installa-
tion information. The installation in-
formation is to enable acceptance test-
ing by the borrower upon completion of
the installation.

(2) For initial equipment purchases
that qualify as major construction, the
borrower shall obtain proposals from at
least three suppliers of equipment of
different manufacturers.

(3) For equipment additions to in-
crease the capacity of existing sys-
tems, the borrower may negotiate for
equipment of a specific type and manu-
facture. RUS approval to negotiate in
this instance is not required if these
additions were specifically described in
the LD approved by RUS

(4) For new system additions, the
borrower may request RUS approval to
negotiate for additional equipment for
the purpose of standardization on a
system basis, provided RUS approved
the procurement method used for the
initial equipment purchase. RUS ap-
proval to negotiate must be obtained
before release of the P&S to the seller.

(5) RUS will not approve negotiation
with a seller of non-domestic equip-
ment for the purpose of standardiza-
tion, because such a purchase does not
meet the ‘‘Buy American’’ provision.

(6) RUS recommends, but does not re-
quire, that borrowers include installa-
tion by the seller for initial installa-
tions of special equipment that qualify
as major construction.

(7) Special equipment may be in-
stalled by the borrower if it has quali-
fied personnel and test equipment
available to install the equipment and
make the required acceptance tests,
and written approval is given by RUS.

(8) Installations, whether by the bor-
rower or the seller, must meet the in-
stallation requirements of Form 397
specifications. A copy of the accept-
ance tests results must be attached to
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the closeout documents or work order
summary.

(9) Detailed considerations and guide-
lines for the preparation of the speci-
fications for the various applications of
special equipment can be found in RUS
Telecommunications Engineering and
Construction Manuals.

(10) The borrower must obtain au-
thorization from the Federal Commu-
nications Commission (FCC) to con-
struct and operate radio transmitting
equipment. Evidence of FCC authoriza-
tion is required for RUS contract ap-
proval. Where required, the borrower
must obtain approval of state regu-
latory bodies regarding tariffs and re-
lated matters.

(b) Procurement procedures—(1) Gen-
eral. The following are the procurement
procedure steps required for the pur-
chase of special equipment by bor-
rowers.

(2) Initial equipment purchase. (i) The
borrower prepares P&S and, for
projects estimated to exceed $500,000 or
25% of the loan, whichever is less,
sends two copies to GFR for approval.

(ii) For projects estimated to exceed
$500,000 or 25% of the loan, whichever is
less, RUS will either approve P&S in
writing or notify the borrower of the
reasons for withholding approval.

(iii) For projects estimated to cost
less than $500,000 or 25% of the loan,
whichever is less, the borrower may
proceed with procurement upon com-
pletion of the P&S.

(iv) If the borrower has employed full
competitive bidding in the selection, a
contract may be executed with the suc-
cessful bidder and the borrower may
proceed to paragraph (b)(2)(vi) of this
section.

(v) If the borrower did not follow a
fully competitive bidding process as de-
scribed in § 1753.8, the selection, along
with a summary of all proposals and an
engineer’s recommendation, shall be
sent to RUS. RUS shall approve the
proposal selection in writing or notify
the borrower of any reason for with-
holding approval.

(vi) The borrower sends three exe-
cuted contracts including specifica-
tions to RUS for approval.

(vii) After RUS approval of the con-
tract, one copy will be returned to the

borrower and one copy will be sent to
the seller.

(3) Equipment additions to existing sys-
tems. Purchase procedures for equip-
ment additions to existing systems are
the same as for initial system purchase
except that the borrower may nego-
tiate for equipment of a specific type
and manufacture instead of obtaining
proposals from three or more sellers.

(4) New system additions. (i) The bor-
rower prepares the P&S and, if the
project is estimated to exceed $500,000
or 25% of the loan, whichever is less,
sends two copies to the GFR for ap-
proval. The borrower may request RUS
approval to negotiate for the purpose
of standardization on a system basis
prior to preparing the P&S.

(ii) RUS notifies the borrower in
writing as to whether the borrower
may negotiate for specific equipment.
If P&S were required to be submitted
to RUS under paragraph (b)(4)(i) of this
section, RUS notifies the borrower in
writing of P&S approval (or notifies
the borrower of the reasons for with-
holding approval).

(iii) The remainder of the purchase
procedure for new system additions is
the same as for initial equipment pur-
chase.

(c) Contract amendments. (1) The gen-
eral requirements for contract amend-
ments are set forth in § 1753.11.

(2) The borrower shall prepare any re-
quired amendments to the special
equipment contract, arrange for the
execution by all parties, and submit
these amendments to RUS in accord-
ance with § 1753.11(d). RUS Form 238,
Construction or Equipment Contract
Amendment, shall be used for this pur-
pose.

(d) Closeout procedures—(1) Acceptance
tests for Form 397. (i) Immediately upon
completion of the installation and
alignment of the equipment, the bor-
rower shall arrange with the contrac-
tor’s installer and the GFR for accept-
ance tests.

(ii) The borrower shall obtain from
the contractor, in writing, the results
of all inspections and tests made by the
contractor as required in the specifica-
tions. The borrower will analyze the
test results and determine whether the
performance of the equipment meets
the contract specifications.
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(2) Acceptance tests for Form 398. (i)
Upon completion of the installation
and alignment of the equipment (under
this contract the installation align-
ment will be by other than the seller)
the borrower shall perform all the in-
spections and tests outlined in the
specifications.

(3) Closeout documents. When the ac-
ceptance tests have been completed

and all deficiencies have been cor-
rected, the borrower:

(i) Assembles and distributes the doc-
uments listed in the following table
that are required for the closeout of
the special equipment contract. The
documents listed for RUS shall be re-
tained by the borrower for inspection
by RUS for at least two years from the
date of the engineer’s contract closeout
certification.

DOCUMENTS REQUIRED TO CLOSE OUT SPECIAL EQUIPMENT CONTRACTS
[RUS Forms 397 and 398]

RUS Form No. Description
No. of copies prepared by

Engineer
Distribution

Form 397 Form 398 Contractor Borrower Contractor

238 Construction or
Equipment Con-
tract Amendment
(if not previously
submitted, send
to RUS for ap-
proval).

.................... (3) .................... (3) (to RUS) (to RUS)

396 Certificate of Com-
pletion—Special
Equipment Con-
tract (Including In-
stallation).

.................... 2 .................... .................... 1 1

396a Certificate of Com-
pletion—Special
Equipment Con-
tract (Not Includ-
ing Installation).

.................... .................... .................... 2 1 1

744 Certificate of Con-
tractor and In-
demnity Agree-
ment.

1 .................... .................... .................... 1 ....................

213 Certificate (Buy
American).

1 .................... 1 .................... 1 ....................

None Report in writing, in-
cluding all meas-
urements and
other information
required under
Part II of the ap-
plicable specifica-
tions.

1 .................... .................... 1 1 ....................

None Set of maintenance
recommendations
for all equipment
furnished under
the contract.

1 .................... 1 .................... 1 ....................

(ii) Obtains certifications from the
engineer that the project and all re-
quired documentation are satisfactory
and complete. Requirements for this
contract closeout certification are con-
tained in § 1753.18.

(iii) Submits copies of the engineer’s
certifications to RUS with the FRS re-
questing the remaining funds on the
contract.

(iv) Makes final payment in accord-
ance with the payment terms of the
contract.

[54 FR 39267, Sept. 25, 1989. Redesignated at
55 FR 39397, Sept. 27, 1990, and amended at 59
FR 43718, Aug. 25, 1994; 64 FR 16611, Apr. 6,
1999]
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§§ 1753.69—1753.75 [Reserved]

Subpart I—Minor Construction

SOURCE: 55 FR 3573, Feb. 2, 1990, unless oth-
erwise noted. Redesignated at 55 FR 39397,
Sept. 27, 1990.

§ 1753.76 General.
(a) This subpart implements and ex-

plains the provisions of the Loan Docu-
ments containing the requirements and
procedures to be followed by borrowers
for minor construction of tele-
communications facilities using RUS
loan funds. Terms used in this subpart
are defined in § 1753.2.

(b) [Reserved]

(Approved by the Office of Management and
Budget under control number 0572–0062)

[55 FR 3573, Feb. 2, 1990. Redesignated at 55
FR 39397, Sept. 27, 1990, as amended at 64 FR
16611, Apr. 6, 1999]

§ 1753.77 Methods of minor construc-
tion.

Minor construction may be per-
formed by contract using RUS Con-
tract Form 773, ‘‘Miscellaneous Con-
struction Work and Maintenance Serv-
ices’’, by RUS Contract Form 515, or by
work order construction. The rules for
using Form 515 for minor construction
are contained in subpart F of this part.

[64 FR 16612, Apr. 6, 1999]

§ 1753.78 Construction by contract.
(a) RUS Form 773 shall be used for

minor construction by contract. Com-
pensation may be based upon unit
prices, hourly rates, or another basis
agreed to in advance by the borrower
and the contractor. A single work
project may require more than one
contractor.

(b) The borrower shall prepare the
contract form and attach any dia-
grams, sketches and tabulations nec-
essary to specify clearly the work to be
performed and who shall provide which
materials. Neither the selection of the
contractor nor the contract requires
RUS approval.

(c) Borrowers are urged to obtain
quotations from several contractors be-
fore entering into a contract to be as-
sured of obtaining the lowest cost. The
borrower must ensure that the con-

tractor selected meets all Federal and
State licensing and bonding require-
ments, and that the contractor main-
tains the insurance coverage required
by the contract for the duration of the
work. (See 7 part CFR 1788)

(d) Upon completion and final inspec-
tion of the construction the borrower
shall obtain from the Contractor a
final invoice and an executed copy of
RUS Form 743, Certificate of Con-
tractor and Indemnity Agreement.

(e) RUS Contract Form 773 may also
be used to contract for the mainte-
nance and repair of telephone equip-
ment and facilities. Generally, RUS
will not finance maintenance and re-
pair contracts.

[55 FR 3573, Feb. 2, 1990. Redesignated at 55
FR 39397, Sept. 27, 1990, and amended at 59
FR 43718, Aug. 25, 1994]

§ 1753.79 Construction by force ac-
count.

The borrower shall require that:
(a) Minor construction by the force

account method be supervised by a
competent foreman. The work shall be
performed in accordance with all regu-
latory and safety codes.

(b) Daily time and material reports,
referenced by the work project number,
shall be kept to record labor and mate-
rials used as construction is performed.

(c) The construction foreman shall
maintain a tabulation of all construc-
tion units installed.

§ 1753.80 Minor construction proce-
dure.

(a) If the borrower performs minor
construction financed with loan funds,
the borrower’s regular work order pro-
cedure shall be used to administer con-
struction activities that may be per-
formed entirely by a contractor under
Form 773 contract, by work order, or
jointly by work order and one or more
contractors under Form 773 contracts.

(b) RUS financing under Form 773
contracts dated in the same calendar
year is limited to the following
amounts for the following discrete cat-
egories of minor construction. The date
of the Form 773 contract is the date the
Form 773 contract is executed.

(1) For outside plant construction,
the limit is $500,000 or ten per cent
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(10%) of the borrower’s previous cal-
endar year’s outside plant total con-
struction, whichever is greater.

(2) For central office equipment, the
limit is $500,000.

(3) For special equipment and build-
ings, the limit is $250,000 in each cat-
egory.

(c) A single minor construction
project may be a discrete element of a
somewhat larger overall project, such
as the provision and installation of a
standby power generator or heating/air
conditioning equipment in connection
with a building modification or expan-
sion project or the splicing on a major
cable placement project. It cannot be a
portion, by dividing into smaller seg-
ments, of a discrete major construction
project, such as the placement of a con-
tinuous cable facility.

(d) RUS approval must be obtained in
advance for minor construction unless
all of the following conditions are met:

(1) RUS has approved the engineering
design.

(2) All standard RUS procedures are
followed, including use of new mate-
rials listed in the List of Materials for
Use on Telephone Systems of RUS Bor-
rowers (Bul. 344–2) and the application
of RUS construction practices. (See
§ 1753.6)

(3) The Standard Form 773 contract is
used without modification.

(e) The borrower shall determine the
scope of each proposed construction
project and decide how it will be con-
structed. A work project number shall
be assigned to which all charges for
that project are referenced.

(f) The borrower shall maintain ac-
counting and plant records sufficient
to document the cost and location of
all construction and to support loan
fund advances and disbursements.

(g) Normally the borrower will fi-
nance minor construction with general
funds and obtain reimbursement with
loan funds when construction is com-
pleted and executed Form 771 has been
submitted to RUS. If a borrower satis-
fies RUS of its inability to finance the
construction temporarily with general
funds, RUS may establish, on a case by
case basis, a work order fund for spe-
cific construction projects. The work
order fund will be closed upon receipt
of an FRS and the executed Forms 771

for the specific projects for which the
work order fund was established.

(h) RUS will advance funds to finance
minor construction work projects only
if all necessary documents, including
an FRS and supporting data covering
the project, are received within one
year of the date construction of the
project is completed.

[55 FR 3573, Feb. 2, 1990. Redesignated at 55
FR 39397, Sept. 27, 1990, and amended at 59
FR 43718, Aug. 25, 1994; 64 FR 16612, Apr. 6,
1999]

§ 1753.81 Inspection and certification.
(a) Upon completion and prior to

closeout, minor construction must be
inspected and certified to be in compli-
ance with RUS construction standards,
to be reasonable in cost, and to meet
applicable codes. The certification is
made by an experienced telephone en-
gineer who is either licensed in the
state where the inspection will be per-
formed, or is a borrower’s staff engi-
neer, who meets the requirements of
the ‘‘employee in charge’’ of force ac-
count engineering as described in sub-
part B of this part. The GFR will peri-
odically audit the inspection of minor
construction to ensure integrity of the
procedure. RUS borrowers with less
than 2000 subscribers may use the
above procedure or have construction
inspection performed by the GFR.

(b) Engineering services for minor
construction may be contracted using
RUS Form 245, Engineering Service
Contract—Special Services. Costs for
these services may be included in the
costs for construction on the Form 771.
(See subpart B of this part.

(c) Upon completion of construction,
the borrower shall obtain the engi-
neer’s certification on RUS Form 771.
An official of the borrower, designated
by the board of directors, shall also
execute the borrower’s certification on
Form 771.

[54 FR 39267, Sept. 25, 1989. Redesignated at
55 FR 39397, Sept. 27, 1990, and amended at 55
FR 53488, Dec. 31, 1990]

§ 1753.82 Minor construction closeout.
(a) For minor construction inspected

by the borrower’s engineer, an original
and two copies of Form 771 shall be
sent to the GFR. The GFR will initial
and return the original and one copy.
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(b) When funds are requested for
minor construction, the original Form
771 signed or initialed by the GFR,
shall be submitted with the FRS.
Forms 771 should be submitted only
with the FRS which they support. RUS
does not encumber funds pursuant to
Forms 771 unless an advance is made to
the borrower. (See 7 CFR part 1744 sub-
part C).

§§ 1753.83—1753.90 [Reserved]

Subpart J—Construction
Certification Program

SOURCE: 55 FR 3574, Feb. 2, 1990, unless oth-
erwise noted. Redesignated at 55 FR 39397,
Sept. 27, 1990.

§ 1753.91 General.
(a) This subpart implements and ex-

plains the provisions of the loan docu-
ments setting forth the requirements
and procedures to be followed by bor-
rowers accepting nomination for the
construction certification program.
Terms used in this subpart are defined
in § 1753.2.

(b) [Reserved]

(Approved by the Office of Management and
Budget under control number 0572–0062)

§ 1753.92 Policies and requirements.
(a) It is RUS policy that, as bor-

rowers gain in experience and matu-
rity, the advice and assistance ren-
dered by RUS shall progressively di-
minish. Prior to approval of a loan,
RUS may nominate certain borrowers
to fulfill the responsibilities for admin-
istration and construction of projects
financed with RUS loans. Borrowers
who accept this nomination will be
known as ‘‘certification borrowers,’’
and the program in which they partici-
pate will be known as the ‘‘certifi-
cation program.’’

(b) Generally, initial loan borrowers
are not eligible for the certification
program.

(c) Generally, the factors which RUS
will consider in selecting borrowers for
the certification program will include:

(1) The experience of the staff of the
borrower.

(2) The RUS assessment of the bor-
rower’s ability to handle the certifi-
cation program requirements consid-

ering the size and complexity of the
proposed construction in the LD.

(3) The history of the borrower in fol-
lowing RUS’s policies and procedures.

(4) Other factors deemed relevant by
RUS.

(d) Except as specifically stated in
this subpart, certification borrowers
must comply with all requirements ap-
plicable to other borrowers.

(e) RUS reserves the right at any
time to require submission of construc-
tion documents or to remove the bor-
rower from the certification program.

§ 1753.93 Responsibilities.

(a) Responsibilities transferred to cer-
tification borrowers. (1) Approval of en-
gineering and architectural service
contracts.

(2) Approval of P&S.
(3) Approval of price quotations and

bids, except where the low price bid is
not accepted.

(4) Approval of award of construction
contracts and amendments.

(5) Approval of FAP’s if RUS has ap-
proved the force account method of
construction for the construction
project.

(6) Inspection and certification of
construction.

(7) Approval of closeout documents.
(8) Other responsibilities as may be

specifically granted in writing by RUS.
(b) Responsibilities retained by RUS. (1)

Approval to deviate from RUS require-
ments, except as provided in (a) above.

(2) Approval of use of loan funds for
projects other than those included in
the loan construction budget. See 7
CFR part 1744 subpart C.

(3) Approval of use of loan funds in
excess of amounts included in the loan
budget.

(4) Approval of force account meth-
ods of engineering and construction.

(5) Approval to make significant de-
viations from the work plan approved
by RUS.

(6) Approval of interim construction.
(7) Approval to use materials not list-

ed in the List of Materials Acceptable
for Use on Telephone Systems of RUS
Borrowers.

(8) Approval of field trials.
(9) Approval to modify or alter stand-

ard forms and contracts.
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(10) Approval to open bids when fewer
than the required number have been re-
ceived.

(11) Approval of outside plant lay-
outs.

(12) ‘‘Buy American’’ determinations.
(13) Other responsibilities not specifi-

cally transferred by this subpart or in
writing by RUS.

§ 1753.94 Procedures.
(a) Certification borrowers shall ap-

point three certification officials.
These appointments shall be subject to
RUS approval.

(1) The ‘‘Certifying Officer’’ shall be
an officer or employee of the borrower
who is authorized to execute binding
agreements. This officer shall sign all
contracts, amendments, closeout docu-
ments and the certification on RUS
Form 158, Certification of Contract or
Force Account Proposal Approval, and
RUS Form 159, Summary of Completed
Construction.

(2) The ‘‘Construction Certifier’’ shall
be an experienced telephone engineer
who is either licensed in the state
where the inspection will be performed,
or is a borrower’s staff engineer who
meets the requirements of the ‘‘em-
ployee in charge’’ of force account en-
gineering as described in subpart B of
this part. RUS may determine that it
will accept the certification only for
matters within the staff engineer’s
area of specialization. In such cases the
position of ‘‘Construction Certifier’’
shall be filled by more than one engi-
neer. This official is responsible for
certifying that the construction com-
plies with all technical and code re-
quirements.

(3) The ‘‘Certification Coordinator’’
shall administer the certification pro-
gram and serve as the official point of
contact for RUS. The certifying officer
or construction certifier may also
serve as the certification coordinator.

(b) Certification borrowers, shall sub-
mit and obtain RUS approval of a work
plan before construction and related
engineering begin.

(1) The work plan shall provide a de-
scription of the proposed construction
and methods of purchasing in such de-
tail as to enable RUS to monitor the
construction program to ensure to its
satisfaction that loan purposes are ac-

complished in an organized construc-
tion program.

(2) The work plan shall include the
following:

(i) The names and qualifications of
the proposed certification officials de-
fined in § 1753.94(a).

(ii) A listing of the proposed work
projects to accomplish the loan pur-
poses showing the estimated cost,
method of performing the construction,
and the proposed commencement and
completion dates for each work
project. The proposed work projects
shall be summarized on RUS Form 157,
Construction Work Plan and Cost Dis-
tribution, or a form providing essen-
tially the same information.

(iii) The proposed source of funds for
meeting cost overruns if the total esti-
mated cost of work projects exceeds
the loan budget.

(iv) A statement signed by the bor-
rower’s certification officials and the
GFR that the work plan is accurate
and complete.

(c) Under the certification program,
the borrower shall follow all standard
RUS postloan engineering and con-
struction procedures except that the
approvals shown in § 1753.93(a) will be
made by certification officials rather
than RUS. The approvals noted in
§ 1753.93(a)(1), (4) and (5) will be re-
ported immediately to RUS using RUS
Form 158. Approval of closeouts,
§ 1753.93(a) (6) and (7), will be reported
immediately on RUS Form 159.

(d) As the construction program pro-
gresses, the certification borrower
shall request, by letter, RUS approval
of any significant changes in work plan
schedules and budgets and in certifi-
cation officials.

§ 1753.95 Advance of loan funds.

Advance of loan funds needed to meet
the certification borrower’s current fi-
nancial obligations are to be requested
on RUS Form 481 for construction and
engineering items supported by appro-
priate RUS Forms 158 and 159. For
items other than construction or engi-
neering, other supporting data shall be
submitted. (See 7 CFR part 1744 sub-
part C.)
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§ 1753.96 Certification addendum.
The certification borrower shall mod-

ify standard RUS forms of contract for
use under the certification program by
inserting an executed copy of the fol-
lowing certification addendum in each
copy of the contract.

CERTIFICATION ADDENDUM

Permission has been obtained by the
Owner to proceed with this contract under 7
CFR part 1753 subpart J, pursuant to which
the references in the RUS construction docu-
ment requiring approvals and other actions
of the RUS Administrator will not apply un-
less RUS gives specific notice in writing to
the affected parties that designated ap-
proval(s) or action(s) will be required. Cer-
tifications by the Contractor of amounts due
and certifications of completions of work
under the contract are to be construed to be
rendered for the purpose of inducing the
Rural Utilities Service or Rural Telephone
Bank to advance funds to the Owner to
make, or reimburse the Owner for, payments
under this contract.
Date
llllllllllllllllllllllll
Owner
By llllllllllllllllllllll
Certifying Officer
Date lllllllllllllllllllll
llllllllllllllllllllllll
Contractor
By llllllllllllllllllllll
llllllllllllllllllllllll
Title

§§ 1753.97—1753.99 [Reserved]

PART 1755—TELECOMMUNI-
CATIONS STANDARDS AND
SPECIFICATIONS FOR MATERIALS,
EQUIPMENT AND CONSTRUC-
TION

Sec.
1755.1—1755.2 [Reserved]
1755.3 Field trials.
1755.4—1755.25 [Reserved]
1755.26 RUS standard contract forms.
1755.27 Borrower contractual obligations.
1755.28 Notice and publication of listed con-

tract forms.
1755.29 Promulgation of new or revised con-

tract forms.
1755.30 List of telecommunications standard

contract forms.
1755.31—1755.96 [Reserved]
1755.97 Incorporation by reference of tele-

phone standards and specifications.
1755.98 List of telephone standards and spec-

ifications included in other 7 CFR parts.

1755.99—1755.199 [Reserved]
1755.200 RUS standard for splicing copper

and fiber optic cables.
1755.201—1755.369 [Reserved]
1755.370 RUS specification for seven wire

galvanized steel strand.
1755.371—1755.389 [Reserved]
1755.390 RUS specifications for filled tele-

phone cables.
1755.391—1755.396 [Reserved]
1755.397 RUS performance specification for

line concentrators.
1755.398—1755.399 [Reserved]
1755.400 RUS standard for acceptance tests

and measurements of telecommuni-
cations plant.

1755.401 Scope.
1755.402 Ground resistance measurements.
1755.403 Copper cable telecommunications

plant measurements.
1755.404 Fiber optic cable telecommuni-

cations plant measurements.
1755.405 Voiceband data transmission meas-

urements.
1755.406 Shield or armor ground resistance

measurements.
1755.407 Data formats.
1755.408—1755.521 [Reserved]
1755.522 RUS general specification for dig-

ital, stored program controlled central
office equipment.

1755.523—1755.699 [Reserved]
1755.700 RUS specification for aerial service

wires.
1755.701 Scope.
1755.702 Copper coated steel reinforced

(CCSR) aerial service wire.
1755.703 Nonmetallic reinforced (NMR) aer-

ial service wire.
1755.704 Requirements applicable to both

CCSR and NMR aerial service wires.
1755.705—1755.859 [Reserved]
1755.860 RUS specification for filled buried

wires.
1755.861—1755.869 [Reserved]
1755.870 RUS specification for terminating

cables.
1755.871—1755.889 [Reserved]
1755.890 RUS specification for filled tele-

phone cables with expanded insulation.
1755.900 RUS specification for filled fiber

optic cables.
1755.910 RUS specification for outside plant

housings and serving area interface sys-
tems.

AUTHORITY: 7 U.S.C. 901 et seq., 1921 et seq.,
6941 et seq.

EDITORIAL NOTE: Nomenclature changes to
part 1755 appear at 55 FR 39397, Sept. 27, 1990.

§§ 1755.1—1755.2 [Reserved]

§ 1755.3 Field trials.
(a) Except as covered in Bulletin 345–

3, no loan funds shall be advanced for
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