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RURAL DEVELOPMENT MANUAk<;HANS,?E 
PAtmtruction 1902..A 

GENERAL: The Debt Collection 
Improvemfmt Act (DCIA) ofJ996 requires that aU Federal payments be made· by EFT by 
January 1999. The Development Office of the Deputy Chief Financial Officer 
(OCFO)(formerlyknownas the Finance Office) developed an·automated fnterimproeess for 
EFTJACH loan and grant disbursements, which is now available for use. 

This InstrucUon was writtentoprovlde guidance tnthermplementation and use of 
EFT/ACH proceduresfnPenl1sylvanlafor Community FaclUUes, Rural Utilities Service and 
Rural Suslness$&rvlceloansand grants. 

tNSERT: 
ExhlbifA 
RD Instruction 1902·A 
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ELECTRONIC FUNDS TRANSFER! AlITOMATED CLEARING HOUSE (EFT! ACH) 

BACKgROUND: 

The Debt Collection Improvement Act (DCIA) of 1996 requires that all Federal payments be 
made by EFT by January 1999. The Development Office of the Deputy Chief Financial Officer 
(DCFO)(fonnerly known as the Finance Office) deve]oped an automated interim process for 
EFT/ACH Joan and grant disbursements. which is now available for use. 

This Instruction was written to provide guidance in the implementation and use of EFTIACH 
procedures inPennsylvaniafor Community Facmties~ Rural Utilities Service and Rural Business 
Service loans and grants. 

LEITERS OF CONDITIONSfl,.ETIERS OF AGREEMENT: 

In order to meet the requirements of the Debt Col1ection Improvement Act (DCIA} of 1996, al] 
future Letters of Conditions and Letters ofAgreement for Community Facilities, Rural Utilities 
Service and Rural Business ServiceJoans and grants will include the following provision: 

"Debt CoHection Improvement Act IDCIA) of 1996: 

The Debt Conection Improvement Act (DClA) of 1996 requires that all Federal payments after 
January 1. 1999 must be made by Electronic Funds Transfer/Automated ClearingHouse 
(EFI'fACH). Borrowers ot grantees receiving payments by EFT will have fundsdlrectly 
deposited to a specified account at a financial institution with funds being available to the 
recipient on the date of payment. The borrower/grantee should complete Form SF-3881, 
Electronic Funds Transfer Payment Enrollment Forro, for each account where funds will be 
electronically received. The completed fonn(s) must be received by Rural Development at least 
thirty (30) days prior to the first advance of funds. Rural Development expects funds to be 
deposited into institutions insured by the FDIC, FSUC or NCUA and that accounts will be 
properly collateralized for amounts over $100,000." 

QWYERY OF THE LETTERQF CONDmONSILEITERS OF AGlWEMENT: 

A copyofFonn SF ..3881 should be furnished to the borrower/grantee at the time of delivery of 
the Letteraf COndjtions!Letter of Agreement for each account (loan/grant) which will be 
established for the borrower/grantee. 

If the Letter of ConditionslLetter of Agreement is delivered to an entity who has received no 
prior Rural Development assistance and who will be establishing new accounting information on 
the EFT System for the loan/grant, it will be necessary for both the borrower/grantee and the 

( financial institution to expeditiously complete the fonn and return it to the Area Office. The 
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Atea Office should then establish the account information in the EFT System. after notification 
from the Stilte Office that funds have been obligated. 

Ifan existing borrower/grantee is receiving a subsequent loan/grant and they have already 
furnished their financial account information for prior loans/grants. they can confirm at the time 
of delivery of the Letter ofCondltionslLetter of Agreement that the account information remains 
unchanged by writing '~o Change" in both the payee and Financial Institution sections ofFonn 
SF..3881 and signing the fonn. The Area Office should then establish a new account(s) under the 
new loanfgrantnumber, using the routing and bankaccount numbers previously provided. after 
notification from the State Office'that funds have been obligated. 

Form(s) SF~3881 should be retained in Position 2 in the borrower/grantee's official file. 

PLEDGES OF COLLATERAL: 

( 

Funds deposited into borrower/grantee's accounts are considered to be the borrower/grantee's 
responsibility. Letters of Conditions will contain language which states that Rural Development 
expects theirfunds to be deposited into institutions insured by the FDIC, FSlJC or NeUA and 
thattbeiraccounts will be properly collateralized for amounts over $100,000. Rural Development 
Instructions do not require the completion of our Form Letter 1902-A·2; "'Designated Financial 
Institution .. Collateral Pledge" for borrower/grantee~s private accounts. 

However, funds deposited into a Supervised Bank Account must meet the requirements of 
Treasury Circular 176 and RD Instruction 1902-A; including the pledge of collateral. 

ESTABliSHING THE BORRO\YERIGRANTEE'S ACCQUNT(S) ON THE EFT/ACH 
SySTEM: 

FoHowing the obligation of funds, the information obtwned from Ponn SF-3881 (routing and 
bank account numbers, etc,) and the Joan/grant number obtained from PLAS should be entered 
into the EFT database. A verification of the validity of the routing and account numbers will be 
generated and forwarded to the financial institution. which is allowed a fourteen (14) day 
response time. Only after this verification process has been completed and the EFT account 
validated will the Atea Office be allowed to process a check request using the automated le 
tratlsactionthrough ADPS. 

By establishing the loan/grant accounts and the attendant financial account information on the 
EFT. System as.soon aspossihle after obligation of funds. Area Offices will avoid delays at the 
time of fund disbursement. The account will already have been validated and the Area Office 
will be able to successfull y process the "Ie" transaction two days prior to the date of fund 
disbursement For "lC" transactions processed prior to 5 PM CST, funds should.be available in 
theboITower/grantee's account on the second business day after the date of the "Ie" transaction. 
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For example. a lC processed on Tuesday afternoon should result in funds avaiJable in the 

account Thursday. (Holidays. Saturdays and Sundays are not considered business days.) 
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'( While the first Electronic Funds Transfer can be received within 17 days from the initial input. it 
is recommended that Area Offices allow at least 30 days in case of problems. 

AlIEFTIACH requests that were previously either faxed or telephoned to the Finance Office by 
the field offices without utilizing EFf were performed on a manual basis. The~2G not yet 
establish~d on the EFf database. Borrowewgrantees with undisbursed balances should be 
identified and contacted to obtain the necessary information for establishing their account{s) on 

. the EFT System. The Finance Office has suggested that the financial accounting information for 
these borrowers/grantees be conected verbally, since previous EfT!ACH requests have 
presumably been manually processed for most of them. Area Offices should contact the 
borrowerfgrantee and verbalJycomp)ete the form. including the name and telephone number of 
the ACH Coordinator for the financial institution, and enter theinfonnation into the EFT System. 

If anerrods made inestabUshing the account or ordering the transfer of funds, a paper check will 
be issued automatically and should anive in approximately one week. If the funds do not appear 
in the borrower/grantee's account on the second business day following the "Ie" transaction 
date, Area Offices should contact the Deputy Chief Financial Officer (DCFO) to track the request 
and determine what the error may be. 

QImERINGFLNDS FOR CLOSINGS: 

Effective immediately, all closings must be consummated (debt instruments executed) prior to 
funds being deposited to aboITowerlgrantee's bank account via EFT/ACH. Area Offices should 
workdosely with borrowers/grantees and closing attorneys to reach an understanding of the 
sequence of events prior to closing. 

The borrower/grantee's account information must already have been validated in the EFf/ACH 
system prior to ordering funds. Hnot. there will be a fourteen (14)days time lapse before the 
first advance of funds can be drawn. 

When ordering funds for closings, particularly those with bond accounts. be aware the EFT 
disbursement will be available on the second business day following the date of request. Area 
Offices should arrange for a ·'pre..closint' at which all documents will be Signed and then held by 
bond counsel. The "pre-dosing" should be held at least two working AAys prior to the closing 
date so that a "1C"tranS3ction can be processed and funds will arrive on the closing date. 

When an emergency exists,tbe EFT/ACH (next~day funds) and wire transfer (same-day funds) 
processes arestin available on a case-by-case basis. but jf ei~her of these methods is used the 
prior approval·of the Program Director is required. 

For further guidance on processing EFTIACH transactions, consult the Electronic Funds Transfer 
Handbook (availabJe through the Intranet) or call your program division in the State Office. 
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