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§ 1951.702 Definitions. 

As used in this subpart, the following 
definitions apply: 

(a) Active borrower. A borrower who 
has an outstanding account in the 
records of the Finance Office, including 
collection-only or an unsatisfied ac-
count balance where a voluntary con-
veyance was accepted without release 
from liability of foreclosure did not 
satisfy the indebtedness. 

(b) Assistance. Finance assistance in 
the form of a loan, grant, or subsidy re-
ceived. 

(c) Debt instrument. Used as a collec-
tive term to include promissory note, 
assumption agreement, grant agree-
ment agreement/resolution, or bond. 

(d) False information. Information, 
known to be incorrect, provided with 
the intent to obtain benefits which 
would not have been obtainable based 
on correct information. 

(e) Inaccurate information. Incorrect 
information provided inadvertently 
without intent to obtain benefits 
fraudulently. 

(f) Inactive borrower. A former bor-
rower whose loan(s) has (have) been 
paid in full or assumed by another 
party(ies) and who does not have an 
outstanding account in the records of 
the Finance Office. 

(g) Recipient. ‘‘Recipient’’ refers to an 
individual or entity that received a 
loan, or portion of a loan, an interest 
subsidy, a grant, or a portion of a grant 
which was unauthorized. 

(h) Servicing official. For Community 
Programs, the servicing official is the 
District Director, an Assistant District 
Director, or a District Loan Specialist 
so designated. For Business Programs, 
the servicing official is the State Di-
rector or Designee. 

(i) Unauthorized assistance. Any loan, 
interest subsidy, grant, or portion 
thereof received by a recipient for 
which there was no regulatory author-
ization for which the recipient was not 
eligible. Interest subsidy includes sub-
sidy benefits received because a loan 
was closed at a lower interest rate than 
that to which the recipient was enti-
tled, whether the incorrect interest 
rate was selected erroneously by the 
approval official or the documents 
were prepared in error. 

§ 1951.703 Policy. 
When unauthorized assistance has 

been received, an effort must be made 
to collect from the recipient the sum 
which is determined to be unauthor-
ized, regardless of amount, unless any 
applicable Statute of Limitation has 
expired. 

§§ 1951.704–1951.705 [Reserved] 

§ 1951.706 Initial determination that 
unauthorized assistance was re-
ceived. 

Unauthorized assistance may be iden-
tified through audits conducted by the 
Office of the Inspector General, USDA, 
(OIG); through reviews made by FmHA 
or its successor agency under Public 
Law 103–354 personnel; or through other 
means such as information provided by 
a private citizen which documents that 
unauthorized assistance has been re-
ceive by a recipient of FmHA or its 
successor agency under Public Law 103– 
354 assistance. If the servicing official 
has reason to believe unauthorized as-
sistance was received, but is unable to 
determine whether or not the assist-
ance was in fact unauthorized, the case 
file including the advice of the Re-
gional Office of the General Counsel 
(OGC) will be referred to the National 
Office for review and comment. In 
every case where it is known or be-
lieved by FmHA or its successor agen-
cy under Public Law 103–354 that the 
assistance was based on false informa-
tion, investigation by the OIG will be 
requested as provided for in FmHA or 
its successor agency under Public Law 
103–354 Instruction 2012–B (available in 
any FmHA or its successor agency 
under Public Law 103–354 office). If OIG 
conducts an investigation, the actions 
outlined in § 1951.707 will be deferred 
until the OIG investigation is com-
pleted and the report is received. The 
reason(s) for the unauthorized assist-
ance being received by the recipient 
will be well documented in the case 
file, and will specifically state whether 
it was due to: 

(a) Submission of inaccurate infor-
mation by the recipient; 

(b) Submission of false information 
by the recipient. 

(c) Submission of inaccurate or false 
information by another authorized 
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party acting on the recipient’s behalf 
including professional consultant such 
as engineers, architects, and attorneys, 
when the recipient did not know the 
other part had submitted inaccurate or 
false information; 

(d) Error by FmHA or its successor 
agency under Public Law 103–354 per-
sonnel, either in making computations 
or failure to follow published regula-
tions or other agency issuances; or 

(e) Error in preparation of a debt in-
strument which caused a loan to be 
closed at an interest rate lower than 
the correct rate in effect when the loan 
was approved. 

§ 1951.707 Notification to recipient. 
(a) Collection efforts will be initiated 

by the servicing official by a letter sub-
stantially similar to exhibit A of this 
subpart (available in any FmHA or its 
successor agency under Public Law 103– 
354 office), and mailed to the recipient 
by ‘‘Certified Mail, Return Receipt Re-
quested,’’ with a copy to the State Di-
rector and, for a case identifed in an 
OIG audit report, a copy to the OIG of-
fice which conducted the audit and the 
Planning and Analysis Staff of the Na-
tional Office. This letter will be sent to 
all recipients who received unauthor-
ized assistance, regardless of amount. 
The letter will: 

(1) Specify in detail the reason(s) the 
assistance was determined to be unau-
thorized; 

(2) State the amount of unauthorized 
assistance, including any accrued in-
terest to be repaid; and 

(3) Establish an appointment for the 
recipient to discuss with the servicing 
official the basis for FmHA or its suc-
cessor agency under Public Law 103– 
354’s claim; and give the recipient an 
opportunity to provide facts, figures, 
written records or other information 
which might alter FmHA or its suc-
cessor agency under Public Law 103– 
354’s determination that the assistance 
received was unauthorized. 

(b) If the recipient meets with the 
servicing official, the servicing official 
will outline to the recipient why the 
assistance was determined to be unau-
thorized. The recipient will be given an 
opportunity to provide information to 
refute FmHA or its successor agency 
under Public Law 103–354’s findings. 

When requested by the recipient, the 
servicing official may grant additional 
time for the recipient to assemble doc-
umentation. When an extension is 
granted, the servicing official will 
specify a definite number of days to be 
allowed and establish the follow up 
necessary to assure that servicing of 
the case continues without undue 
delay. 

§ 1951.708 Decision on servicing ac-
tions. 

When the servicing official is the 
same individual who approved the un-
authorized assistance, the next-higher 
supervisory official must review the 
case before further actions are taken 
by the servicing official. 

(a) Payment in full. If the recipient 
agrees with FmHA or its successor 
agency under Public Law 103–354’s de-
termination or will pay the amount in 
question, the servicing official may 
allow a reasonable period of time (usu-
ally not to exceed 90 days) for the re-
cipient to arrange for repayment. The 
amount due will be determined accord-
ing to § 1951.711(a). the servicing official 
will remit collections to the Finance 
Office according to the Forms Manual 
Insert (FMI) for Form FmHA or its 
successor agency under Public Law 103– 
354 451–2, ‘‘Schedule of Remittances,’’ 
as follows: 

(1) In the case of a loan, for applica-
tion to the borrower’s account as an 
extra payment. 

(2) In the case of a grant, as a ‘‘Mis-
cellaneous Collection for Application 
to the General Fund.’’ 

(3) In the case of a loan or grant 
which was identified in an OIG audit, 
the servicing official will report the re-
payment as outlined in § 1951.711(b)(2) 
or 1951.715 as applicable. 

(b) Continuation with recipient. If the 
recipient agrees with FmHA or its suc-
cessor agency under Public Law 103– 
354’s determination or is willing to pay 
the amount in question but cannot 
repay the unauthorized assistance 
within a reasonable period of time, 
continuation is authorized and serv-
icing actions outlined in § 1951.711 will 
be taken provided all of the following 
conditions are met: 

(1) The recipient did not provide false 
information as defined in §1951.702(d); 
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