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be prevented, and the borrower can be 
relied upon to select goods and services 
in accordance with the plans, a check 
may be delivered to the payee by the 
borrower before being countersigned. 

(i) When a check is to be delivered to 
the payee before being countersigned, 
the District Director or County Super-
visor must make it clear to the bor-
rower and to the payee, if possible, 
that the check will be countersigned 
only if the quantity and quality of 
items purchased are in accordance with 
approved plans. 

(ii) Checks delivered to the payee be-
fore countersignature will bear the fol-
lowing legend in addition to the legend 
for countersignature: ‘‘Valid only upon 
countersignature of Farmers Home Ad-
ministration or its successor agency 
under Public Law 103–354.’’

(iii) The check must be presented by 
the payee or a representative to the 
District or County Office of the FmHA 
or its successor agency under Public 
Law 103–354 servicing the account for 
the required countersignature. 

(iv) Such check must be accompanied 
by a bill of sale, invoice, or receipt 
signed by the borrower identifying the 
nature and cost of goods or services 
purchased or similar information must 
be indicated on the check. 

(4) For real estate loans or grants, 
whether the check is delivered to the 
payee before or after countersignature, 
the number, and date of the check will 
be inserted on all bills of sale, invoices, 
receipts, and itemized statements for 
materials, equipment, and services. 

(5) Bills of sale, and so forth, may be 
returned to the borrower with the can-
celed check for the payment of the bill. 

(6) Checks to be drawn on a super-
vised bank account will bear the leg-
end:

Countersigned, not as co-maker or endorser.
llllllllllllllllllllllll

(Title) 

llllllllllllllllllllllll

Farmers Home Administration or its 
successor agency under Public Law 103–354

[46 FR 36106, July 14, 1981, as amended at 54 
FR 47959, Nov. 20, 1989]

§ 1902.11 District and county office 
records. 

A record of funds deposited in a su-
pervised bank account will be main-
tained on Form FmHA or its successor 
agency under Public Law 103–354 402–2 
in accordance with the FMI. The record 
of funds provided for operating pur-
poses by another creditor or grantor 
will be on a separate Form FmHA or 
its successor agency under Public Law 
103–354 402–2 so that they can be clearly 
identified. 

[46 FR 36106, July 14, 1981, as amended at 51 
FR 12308, Apr. 10, 1986]

§§ 1902.12–1902.13 [Reserved]

§ 1902.14 Reconciliation of accounts. 
(a) A checking account statement 

will be obtained periodically in accord-
ance with established practices in the 
area. If the checking account state-
ment does not include sufficient infor-
mation to reconcile the account (the 
name of the payee or the check number 
and the amount of each check, i.e., a 
negotiable demand draft drawn on a fi-
nancial institution), the original can-
celled check or either a microfilm copy 
or other reasonable facsimile of the 
cancelled check must be provided to 
the District or County Office with the 
statement. Checking account state-
ments will be reconciled promptly with 
District or County Office records. The 
person making the reconciliation will 
initial the record and indicate the date 
of the action. 

(b) All checking account statements 
and, if necessary, original cancelled 
checks or either a microfilm copy or 
other reasonable fascimile of the can-
celled checks will be forwarded imme-
diately to the borrower when bank 
statements and District or County Of-
fice records are in agreement. If a 
transmittal is used, Form FmHA or its 
successor agency under Public Law 103–
354 140–4, ‘‘Transmittal of Documents,’’ 
is prescribed for that purpose. 

(c) If the Financial Institution did 
not return the original cancelled 
check(s) to the Agency with the state-
ments, and FmHA or its successor 
agency under Public Law 103–354 has a 
need for the original cancelled check(s) 
the Financial Institution, upon request 
by the Agency, will furnish to the 
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Agency the requested original can-
celled check(s) or a certified micro-
filmed copy or other reasonable cer-
tified facsimile of the cancelled 
check(s) and will provide this service 
to the Farmers Home Administration 
or its successor agency under Public 
Law 103–354 with no fees being assessed 
the Agency or the Depositor’s account 
for the service. 

[53 FR 35671, Sept. 14, 1988, as amended at 55 
FR 21524, May 25, 1990]

§ 1902.15 Closing accounts. 
When FmHA or its successor agency 

under Public Law 103–354 loan or grant 
funds and those of any other lender or 
grantor have all been properly ex-
pended or withdrawn, Form FmHA or 
its successor agency under Public Law 
103–354 402–6 may be used to give FmHA 
or its successor agency under Public 
Law 103–354’s consent (and of another 
lender or grantor, if involved) to close 
the supervised bank account in the fol-
lowing situations: 

(a) When FmHA or its successor 
agency under Public Law 103–354 loan 
funds in the supervised bank account of 
a borrower have been reduced to $100 or 
less, and a check for the unexpended 
balance has been issued to the bor-
rower to be used for authorized pur-
poses. 

(b) For all loans accounts, except 
loans listed in § 1902.15(c) of this sec-
tion, after completion of authorized 
loan funds expenditures, and after 
promptly refunding any remaining un-
expended loan funds on the borrower’s 
loan account with FmHA or its suc-
cessor agency under Public Law 103–354 
or another lender, as appropriate. 

(c) For Community Facility, Water 
and Waste Disposal, Watershed (WS), 
Organizational Rural Rental Housing 
(RRH), Resource Conservation and De-
velopment (RCD), EO loans to a Coop-
erative Association, Rural Cooperative 
Housing (RCH), or Organizational 
Labor Housing (LH) loan and grant ac-
counts, when the funds have been ex-
pended in accordance with the require-
ments of part 1942 subpart A, the super-
vised bank account will be closed with-
in 90 days following completion of de-
velopment, unless an extension of time 
is authorized in writing by the District 
Director. If the borrower will not agree 

to close the account, the District Di-
rector or County Supervisor will re-
quest the State Director to make de-
mand upon the financial institution in 
accordance with § 1902.16. 

(d) Promptly upon death of a bor-
rower, except when the loan is being 
continued with a joint debtor, when a 
borrower is in default and it is deter-
mined that no further assistance will 
be given, or when a borrower is no 
longer classified as ‘‘active.’’

(1) Deceased borrowers. (i) Ordinarily, 
upon notice of the death of a borrower, 
the District Director or the County Su-
pervisor will request the State Director 
to make demand upon the bank for the 
balance on deposit and apply all the 
balance after payment of any bank 
charges to the borrower’s FmHA or its 
successor agency under Public Law 103–
354 indebtedness. When the State Di-
rector approves continuation with a 
survivor, the supervised bank account 
of deceased borrower may be continued 
with a remaining joint debtor who is 
liable for the loan and agrees to use the 
unexpended funds as planned, provided: 

(A) The account is a joint survivor-
ship supervised bank account, or 

(B) If not a joint survivorship ac-
count, the financial institution will 
agree to permit the addition of the sur-
viving joint debtor’s name to the exist-
ing signature card and the appropriate 
Deposit Agreement and continue to 
disburse checks out of the existing ac-
count upon FmHA or its successor 
agency under Public Law 103–354’s 
countersignature and the joint debtor’s 
signature in place of the deceased bor-
rower, or 

(C) The financial institution will per-
mit the State Director to withdraw the 
balance from the existing supervised 
bank account with a check jointly pay-
able to the FmHA or its successor 
agency under Public Law 103–354 and 
the surviving joint debtor and deposit 
the money in a new supervised bank 
account with a surviving joint debtor, 
and will disburse checks from this new 
account upon the signature of such sur-
vivor and the countersignature of an 
authorized FmHA or its successor 
agency under Public Law 103–354 offi-
cial. 
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