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Attachment 2


Responsibilities and Guidelines for Bonds, Change Orders, Contractor’s Applications for Payment and Final Payments
CONTRACTOR’S BONDS

1. Contractor’s bonds must be the same forms as provided in the bidding documents.  Only sealed or watermarked originals are acceptable.  Originals are needed for RD, owner’s, engineer’s, and contractor’s bound contract documents.  Contract documents must be bound.  

OWNER’S RESPONSIBILITY

1.
Remind prime and subcontractor(s) that they must sign Form AD-1048, "Certification Regarding Debarment, Suspension, Ineligibility and Voluntary Exclusion - Lower Tier Covered Transactions."

2.
Complete and provide the Contractor’s Application for Payment on Form EJCDC C-620 or approved substitute.

3.
Complete a Statement of Deposit and Withdrawals on Form RD 402-2 or approved substitute after each draw.

4.
Provide an itemized summary of all bills or vouchers approved for payment on non-construction items such as engineering fees, legal or administrative costs. (Do not exceed budget amounts).

5.
Provide evidence (i.e., copy of Council Minutes or Resolution) authorizing payment for all Applications for Payment, bills and vouchers.

CONTRACTOR’S APPLICATION FOR PAYMENT - ALL CONTRACTS

1.
Processed through the Rural Development Area Office on Form EJCDC C‑620 or approved substitute.

2.
Payments will be made in accordance with the RD approved contract documents.  Approval of the owner (with Board Resolution) and consultant engineer is needed.

3.
Will not be approved if they include payment for work that is part of an unapproved change order or the contract amount is not in line with the latest approved change order.

4.
Will not be approved if payment is for work completed beyond the official completion date of the contract unless liquidated damages are being assessed or the time of completion has been extended on an approved change order.

5.
No interest will be paid to the contractor (MCLA 125.1561 et. seq.) on the Rural Development's share of the retainage. 

6.
If payment for material stored on-site is to be made, the material must be suitably stored, secure, insured, and the 5% retainage withheld, the same as on installed work.

7.
If retainage is reduced below 5%, additional requirements must be met:

a.
Need Consultant Engineer Certification of Substantial Completion (starts a warranty date for the work).


b.
Need Contractor’s Waiver of Lien With Consent of the Bonding Company.


c.
Need a pre-final inspection and approval by Rural Development State Engineer.

CHANGE ORDERS

1.
Processed through the Rural Development Area Office on Form EJCDC C‑941 or approved substitute.  They should be approved by Rural Development before the change is made.

2.
Must be signed by the owner, consultant, engineer and contractor before they are submitted to Rural Development and must include an adequate description of the change and justification for the change. We will be happy to discuss drafts before they are signed.

3.
All possible consequences of the particular change should be considered prior to approval.  If the change will require extra time, it should be added to the contract in the change order.  If the change will result in additional inspection fees, engineering fees, legal fees, etc., these items should be discussed and agreed to as part of the overall change order review process.

4.
Change orders will be reviewed by the Area Office and forwarded to the Rural Development State Engineer for approval.  After Rural Development approval, the copies will be returned to the owner or consultant engineer for distribution.

5.
Rural Development will retain an original of each change order for their records.

FINAL PAYMENT

1.
Processed through the Rural Development Area Office.

2.
Final Change Order must be approved.

3.
Need Consultant Engineer's Certification of Substantial Completion (include starting date of the warranty period).

4.
Need a resolution by the owner to make final payment.

5.
Need Contractor's Affidavit and Waiver of Lien with consent of the bonding company.

6.
Need a pre-final inspection by the Rural Development State Engineer and a final inspection by the Area Office.
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