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upon completion of construction. RUS 
Bulletin 1780–18 is available from the 
Agency for preparing daily inspection 
reports or the reports can be provided 
in other formats approved by the State 
staff engineer. 

(e) Payment for Construction. Form 
RD 1924–18, ‘‘Partial Payment Esti-
mate,’’ or other similar form may be 
used for construction payments. If 
Form 1924–18 is not used, prior concur-
rence by the State staff engineer must 
be obtained. 

(1) Payment of contract retainage 
will not be made until such retainage 
is due and payable under the terms of 
the contact. 

(2) Invoices for the payment of con-
struction costs must be approved by 
the owner, project engineer and con-
curred in by the Agency. 

(3) The review and acceptance of 
project costs, including construction 
payment estimates by the Agency shall 
not attest to the correctness of the 
amounts, the quantities shown, or that 
the work has been performed under the 
terms of agreements or contracts. 

(f) Prefinal inspections. A prefinal in-
spection will be made by the owner, 
resident inspector, project engineer, 
contractor, representatives of other 
agencies involved, and Agency rep-
resentative (preferably the State staff 
engineer or designee). The inspection 
results will be recorded by the project 
engineer and a copy provided to all in-
terested parties. 

(g) Final inspection. A final inspection 
will be made by the Agency before final 
payment is made. 

(h) Changes in development plans. (1) 
Changes in development plans shall be 
reviewed and approved by the Agency 
provided: 

(i) Funds are available to cover any 
additional costs; and 

(ii) The change is for an authorized 
loan or grant purpose; and 

(iii) It will not adversely affect the 
soundness of the facility operation or 
the Agency’s security; and 

(iv) The change is within the scope of 
the contract, 

(2) Changes will be recorded on Form 
RD 1924–7, ‘‘Contract Change Order,’’ or 
other similar form if approved by the 
State program official or designee. Re-
gardless of the form, change orders 

must be approved by the State program 
official or designee. 

(3) Changes should be accomplished 
only after Agency approval and shall 
be authorized only by means of con-
tract change order. The change order 
will include items such as: 

(i) Any changes in labor and mate-
rial; 

(ii) Changes in facility design; 
(iii) Any decrease or increase in 

quantities based on final measure-
ments that are different from those 
shown in the bidding schedule; and 

(iv) Any increase or decrease in the 
time to complete the project. 

(4) All changes shall be recorded on 
chronologically numbered contract 
change orders as they occur. Change 
orders will not be included in payment 
estimates until approved by all parties. 

§§ 1780.77–1780.79 [Reserved] 

Subpart D—Information Pertaining 
to Preparation of Notes or 
Bonds and Bond Transcript 
Documents for Public Body 
Applicants 

§ 1780.80 General. 

This subpart includes information for 
use by public body applicants in the 
preparation and issuance of evidence of 
debt (bonds, notes, or debt instru-
ments, referred to as bonds in this sub-
part) and other necessary loan docu-
ments. 

§ 1780.81 Policies related to use of 
bond counsel. 

The applicant is responsible for prep-
aration of bonds and bond transcript 
documents. The applicant will obtain 
the services and opinion of recognized 
bond counsel experienced in municipal 
financing with respect to the validity 
of a bond issue, except for issues of 
$100,000 or less. With prior approval of 
the approval official, the applicant 
may elect not to use bond counsel. 
Such issues will be closed in accord-
ance with the following: 

(a) The applicant must recognize and 
accept the fact that application proc-
essing may require additional legal and 
administrative time; 
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(b) It must be established that not 
using bond counsel will produce signifi-
cant savings in total legal costs; 

(c) The local attorney must be able 
and experienced in handling this type 
of legal work; 

(d) The applicant must understand 
that it will likely have to obtain an 
opinion from bond counsel at its ex-
pense should the Agency require refi-
nancing of the debt; 

(e) Bonds will be prepared in accord-
ance with this regulation and conform 
as closely as possible to the preferred 
methods of preparation stated in 
§ 1780.94; and 

(f) Closing instructions must be 
issued by OGC. 

§ 1780.82 [Reserved] 

§ 1780.83 Bond transcript documents. 

Any questions relating to Agency re-
quirements should be discussed with 
Agency representatives. Bond counsel 
or local counsel, as appropriate, must 
furnish at least two complete sets of 
the following to the applicant, who will 
furnish one complete set to the Agen-
cy: 

(a) Copies of all organizational docu-
ments; 

(b) Copies of general incumbency cer-
tificate; 

(c) Certified copies of minutes or ex-
cerpts from all meetings of the gov-
erning body at which action was taken 
in connection with the authorizing and 
issuing of the bonds; 

(d) Certified copies of documents evi-
dencing that the applicant has com-
plied fully with all statutory require-
ments incident to calling and holding a 
favorable bond election, if one is nec-
essary; 

(e) Certified copies of the resolutions, 
ordinances, or other documents such as 
the bond authorizing resolutions or or-
dinances and any resolution estab-
lishing rates and regulating use of fa-
cility, if such documents are not in-
cluded in the minutes furnished; 

(f) Copies of the official Notice of 
Sale and the affidavit of publication of 
the Notice of Sale when State statute 
requires a public sale; 

(g) Specimen bond, with any attached 
coupons; 

(h) Attorney’s no-litigation certifi-
cate; 

(i) Certified copies of resolutions or 
other documents pertaining to the 
bond award; 

(j) Any additional or supporting doc-
uments required by bond counsel; 

(k) For loans involving multiple ad-
vances of Agency loan funds, a prelimi-
nary approving opinion of bond counsel 
(or local counsel if no bond counsel is 
involved) if a final unqualified opinion 
cannot be obtained until all funds are 
advanced. The preliminary opinion for 
the entire issue shall be delivered at or 
before the time of the first advance of 
funds. It will state that the applicant 
has the legal authority to issue the 
bonds, construct, operate and maintain 
the facility, and repay the loan, subject 
only to changes occurring during the 
advance of funds, such as litigation re-
sulting from the failure to advance 
loan funds, and receipt of closing cer-
tificates; 

(l) Final unqualified approving opin-
ion of bond counsel, (and preliminary 
approving opinion, if required) or local 
counsel if no bond counsel is involved, 
including an opinion as to whether in-
terest on bonds will be exempt from 
Federal and State income taxes. With 
approval of the State program official, 
a final opinion may be qualified to the 
extent that litigation is pending relat-
ing to Indian claims that may affect 
title to land or validity of the obliga-
tion. It is permissible for such opinion 
to contain language referring to the 
last sentence of section 306 (a)(1) or to 
section 309A (h) of the Consolidated 
Farm and Rural Development Act (7 
U.S.C. 1926 (a)(1) or 1929a (h)). 

§§ 1780.84–1780.86 [Reserved] 

§ 1780.87 Permanent instruments for 
Agency loans. 

Agency loans will be evidenced by an 
instrument determined legally suffi-
cient and in accordance with the fol-
lowing order of preference: 

(a) First preference—Form RD 440–22, 
‘‘Promissory Note’’. Refer to paragraph 
(b) of this section for methods of var-
ious frequency payment calculations. 

(b) Second preference—single instru-
ments with amortized installments. A sin-
gle instrument providing for amortized 
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