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Rural Utilities Service, USDA § 1788.11 

§ 1788.4 Disclosure of irregularities 
and illegal acts. 

(a) Borrowers must immediately re-
port, in writing, all irregularities and 
all indications or instances of illegal 
acts in its operations, whether mate-
rial or not, to RUS and the Office of 
the Inspector General (OIG). See 7 CFR 
1773.9(c)(3) for OIG addresses. The re-
porting requirements for borrowers are 
the same as those for CPA’s set forth 
in § 1773.9 

(b) Borrowers are required to make 
full disclosure to the bonding company 
of the dishonest or fraudulent acts. 

§ 1788.5 RUS endorsement required. 
In the case of a cooperative or mu-

tual organization, RUS requires that 
the following: 

Endorsement Waiving Immunity From 
Tort Liability’’ be included as a part of each 
public liability, owned, non-owned, hired 
automobile, and aircraft liability, employ-
ers’ liability policy, and boiler policy: 

The Insurer agrees with the Rural Utilities 
Service that such insurance as is afforded by 
the policy applies subject to the following 
provisions: 

1. The Insurer agrees that it will not use, 
either in the adjustment of claims or in the 
defense of suits against the Insured, the im-
munity of the Insured from tort liability, un-
less requested by the Insured to interpose 
such defense. 

2. The Insured agrees that the waiver of 
the defense of immunity shall not subject 
the Insurer to liability of any portion of a 
claim, verdict or judgment in excess of the 
limits of liability stated in the policy. 

3. The Insurer agrees that if the Insured is 
relieved of liability because of its immunity, 
either by interposition of such defense at the 
request of the Insured or by voluntary action 
of a court, the insurance applicable to the in-
juries on which such suit is based, to the ex-
tent to which it would otherwise have been 
available to the Insured, shall apply to offi-
cers and employees of the Insured in their 
capacity as such; provided that all defenses 
other than immunity from tort liability 
which would be available to the Insurer but 
for said immunity in suits against the In-
sured or against the Insurer under the policy 
shall be available to the Insurer with respect 
to such officers and employees in suits 
against such officers and employees or 
against the Insurer under the policy. 

§ 1788.6 RUS right to place insurance. 
If a borrower fails to purchase or 

maintain the required insurance and fi-

delity coverage, the mortgagees may 
place required insurance and fidelity 
coverage on behalf and in the name of 
the borrower. The borrower shall pay 
the cost of this coverage, as provided in 
the loan documents. 

§§ 1788.7–1788.10 [Reserved] 

Subpart B—Insurance for Contrac-
tors, Engineers, and Archi-
tects, Electric Borrowers 

§ 1788.11 Minimum insurance require-
ments for contractors, engineers, 
and architects. 

(a) Each electric borrower shall in-
clude the provisions in this paragraph 
in its agreements with contractors, en-
gineers, and architects, said agree-
ments that are wholly or partially fi-
nanced by RUS loans or guarantees. 
The borrower should replace ‘‘Con-
tractor’’ with ‘‘Engineer’’ or ‘‘Archi-
tect’’ as appropriate. 

1. The Contractor shall take out and main-
tain throughout the period of this Agree-
ment insurance of the following minimum 
types and amounts: 

a. Worker’s compensation and employer’s 
liability insurance, as required by law, cov-
ering all their employees who perform any of 
the obligations of the contractor, engineer, 
and architect under the contract. If any em-
ployer or employee is not subject to workers’ 
compensation laws of the governing State, 
then insurance shall be obtained voluntarily 
to extend to the employer and employee cov-
erage to the same extent as though the em-
ployer or employee were subject to the work-
ers’ compensation laws. 

b. Public liability insurance covering all 
operations under the contract shall have 
limits for bodily injury or death of not less 
than $1 million each occurrence, limits for 
property damage of not less than $1 million 
each occurrence, and $1 million aggregate for 
accidents during the policy period. A single 
limit of $1 million of bodily injury and prop-
erty damage is acceptable. This required in-
surance may be in a policy or policies of in-
surance, primary and excess including the 
umbrella or catastrophe form. 

c. Automobile liability insurance on all 
motor vehicles used in connection with the 
contract, whether owned, non-owned, or 
hired, shall have limits for bodily injury or 
death of not less than $1 million per person 
and $1 million each occurrence, and property 
damage limits of $1 million for each occur-
rence. This required insurance may be in a 
policy or policies of insurance, primary and 
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