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DEPARTMENT OF AGRICULTURE

Rural Utilities Service

7 CFR Part 1726

RIN 0572–AA47

Electric System Construction Policies
and Procedures

AGENCY: Rural Utilities Service, USDA.
ACTION: Final rule.

SUMMARY: The Rural Utilities Service
(RUS), successor to the Rural
Electrification Administration (REA),
hereby amends its regulation on Electric
System Construction Policies and
Procedures. This action codifies the
policies and the procedures applicable
to RUS electric borrowers when
purchasing materials and equipment,
and when constructing system facilities
by contract or force account. These
policies and procedures were contained
in six REA bulletins. The changes made
pertain to RUS approval of contracts,
subcontracts and amendments to
contracts; documentation of contracting
activity by RUS borrowers; procurement
procedures to be used by RUS
borrowers; and closeout procedures for
construction contracts.
EFFECTIVE DATE: This rule is effective
March 27, 1995.
FOR FURTHER INFORMATION CONTACT: Mr.
Fred J. Gatchell, Deputy Director,
Electric Staff Division, Rural Utilities
Service, U.S. Department of Agriculture,
Washington, DC 20250–1500, telephone
(202) 720–1398.

SUPPLEMENTARY INFORMATION:

Executive Order 12866
This rule has been determined to be

not significant for the purposes of
Executive Order 12866 and therefore
has not been reviewed by OMB.

Regulatory Flexibility Act Certification
This action does not fall within the

scope of the Regulatory Flexibility Act.

Information Collection and
Recordkeeping Requirements

In compliance with the Office of
Management and Budget (OMB)
regulations (5 CFR part 1320) which
implement the Paperwork Reduction
Act of 1980 (Pub. L. 96–511) and section
3504 of the Act, the information
collection and recordkeeping
requirements contained in this rule have
been approved by OMB under control
number 0572–0107. Comments
concerning these requirements should
be directed to the Office of Information
and Regulatory Affairs of OMB,
Attention: Desk Officer for USDA, room

10102, New Executive Office Building,
Washington, DC 20503.

National Environmental Policy Act
Certification

The Administrator has determined
that this rule will not significantly affect
the quality of the human environment
as defined by the National
Environmental Policy Act of 1969 (42
U.S.C. 4321 et seq.). Therefore, this
action does not require an
environmental impact statement or
assessment.

Catalog of Federal Domestic Assistance
The program described by this rule is

listed in the Catalog of Federal Domestic
Assistance programs under No. 10.850,
Rural Electrification Loans and Loan
Guarantees. This catalog is available on
a subscription basis from the
Superintendent of Documents, the
United States Government Printing
Office, Washington, DC 20402.
Telephone (202) 783–3238.

Executive Order 12372
This rule is excluded from the scope

of Executive Order 12372,
Intergovernmental Consultation, which
may require consultation with State and
local officials. A Notice of Final Rule
entitled Department Programs and
Activities Excluded from Executive
Order 12372 (50 FR 47034) exempts
RUS loans and loan guarantees from
coverage under this order.

Executive Order 12778
This rule has been reviewed under

Executive Order 12778, Civil Justice
Reform. This rule will not: (1) Preempt
any State or local laws, regulations. or
policies; (2) Have any retroactive effect;
and (3) Require administrative
proceedings before parties may file suit
challenging the provisions of this rule.

Background
The Federal Crop Insurance Reform

and Department of Agriculture
Reorganization Act of 1994 (Pub. L.
103–354, 101 Stat. 3178), signed by
President Clinton on October 13, 1994,
provides for the establishment of RUS as
successor to REA with respect to various
programs, including the electric loan
program established by the Rural
Electrification Act of 1936, as amended,
(the RE Act) (7 U.S.C. 901 et seq.). On
October 20, 1994, the Secretary of
Agriculture issued Secretary’s
Memorandum 1010–1, establishing RUS
and abolishing REA. Therefore, RUS is
publishing this final rule that was
previously proposed by REA. Pursuant
to the RE Act, RUS hereby amends 7
CFR chapter XVII, by revising Part 1726,

Electric System Construction Policies
and Procedures. This revised part
contains the policies and the procedures
applicable to RUS borrowers and
contractors when purchasing materials
and equipment and constructing electric
system facilities by contract or force
account (the RUS borrower’s own
construction crews).

These policies and the procedures
implement certain provisions of the
RUS standard form of loan documents
regarding the borrower’s purchase of
materials and equipment and the
construction of its electric system by
contract or force account. In order to
facilitate the programmatic interests of
the RE Act, and, in order to assure that
loans made or guaranteed by RUS are
adequately secured, RUS, as a secured
lender, has established certain standards
and specifications for materials,
equipment, and the construction of
electric systems. The use of standard
forms and procurement procedures
helps assure RUS that: (1) appropriate
standards and specifications are
maintained; (2) RUS’s loan security is
not adversely affected; and (3) loan and
loan guarantee funds are used
effectively and for the intended
purposes.

The previous policies and procedures
were set forth in REA Bulletin 40–6,
Construction Methods and Purchase of
Materials and Equipment; REA Bulletin
40–8, Construction Specifications,
Drawings and Contract Forms for
Distribution, Transmission and
Generation Facilities; REA Bulletin 81–
6, Closeout Procedures and Documents
for Contract Construction of Distribution
and Transmission Facilities; REA
Bulletin 85–1, Closeout Procedures and
Documents for the Contract
Construction of Generating Facilities
and Associated Buildings; REA Bulletin
86–1, Closeout Procedures and
Documents for the Construction of
Buildings Other than Generating Plants;
and REA Bulletin 86–3, Headquarters
Facilities for Electric Borrowers. The
previous policies and procedures are
being changed and updated by this rule.
When this rule is effective, Bulletins
40–6, 81–6, 85–1, 86–1, and 86–3 will
be superseded in their entirety and
rescinded, and Bulletin 40–8 will be
superseded with respect to the contract
forms listed in this rule.

Bulletin 40–8 will be superseded in
its entirety and rescinded when all
forms referenced therein have been
promulgated.

Major Changes

The major substantive changes are as
follows:


