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lapsed nor been revoked either in fact
or by the death or incapacity of the
payee.

(4) Indorsement of checks drawn in
favor of financial institutions. All checks
drawn in favor of a financial institu-
tion, for credit to the account of a per-
son designating payment so to be
made, must be indorsed in the name of
the financial institution as payee in
the usual manner. However, no check
drawn in favor of a financial institu-
tion for credit to the account of a
payee may be negotiated by the finan-
cial institution after the death of the
payee.

(c) Unacceptable indorsements. (1) A
check is not properly indorsed when
the check is signed or otherwise is in-
dorsed by a person without the payee’s
consent or authorization.

(2) Failure to include the signature of
the person signing the check as re-
quired by paragraph (b)(1)(ii) of this
section will create a rebuttable pre-
sumption that the indorsement is a for-
gery and is unacceptable.

(3) Failure to include sufficient indi-
cation of the indorser’s authority to
act on behalf of the payee as required
by paragraph (b)(1)(ii) of this section
will create a rebuttable presumption
that the indorsing person is not au-
thorized to indorse a check for the
payee.

§240.14 Checks issued to incompetent
payees.

(a) Handling of checks when a guardian
or other fiduciary has been appointed. (1)
A guardian appointed in accordance
with applicable State law, or a fidu-
ciary appointed in accordance with
other applicable law, may indorse
checks issued for the following classes
of payments the right to which under
law does not terminate with the death
of the payee: payments for the redemp-
tion of currencies or for principal and/
or interest on U.S. securities; pay-
ments for tax refunds; and payments
for goods and services.

(i) A guardian or other fiduciary in-
dorsing any such check on behalf of an
incompetent payee, must include, as
part of the indorsement, an indication
of the capacity in which the guardian
or fiduciary is indorsing. An example

92

31 CFR Ch. Il (7-1-07 Edition)

would be: ‘““John Jones by Mary Jones,
guardian of John Jones.”

(ii) When a check indorsed in this
fashion is presented for payment by a
financial institution, it will be paid by
Treasury without submission of docu-
mentary proof of the authority of the
guardian or other fiduciary, with the
understanding that evidence of such
claimed authority to indorse may be
required by Treasury in the event of a
dispute.

(2) A guardian or other fiduciary may
not indorse a check issued for any class
of payment other than one specified in
paragraph (a)(1) of this section. When a
check other than one specified in para-
graph (a)(1) of this section is received
by a guardian or other fiduciary, the
check must be returned to the certi-
fying agency with information as to
the incompetence of the payee and doc-
umentary evidence showing the ap-
pointment of the guardian or other fi-
duciary in order that a replacement
check, and future checks, may be
drawn in favor of the guardian or other
fiduciary.

(b) Handling of checks when a guardian
or other fiduciary has not been appointed.
If a guardian or other fiduciary has not
been appointed, all checks issued to an
incompetent payee must be returned to
the certifying agency for determina-
tion as to whether, under applicable
law, payment is due and to whom it
may be made.

(c) Handling of certain checks by an at-
torney-in-fact. Notwithstanding para-
graph (a)(2) of this section, if a check
was issued for a class of payments the
right to which under law terminates
upon the death of the beneficiary, such
as a recurring benefit payment or an-
nuity, the check may be negotiated
under a durable special power of attor-
ney or springing durable special power
of attorney subject to the restrictions
enumerated in §240.17. After the end of
the six-month period provided in
§§240.17(d) and (e), such checks must be
handled in accordance with paragraph
(a)(2) of this section.

§240.15 Checks
payees.

issued to deceased

(a) Handling of checks when an execu-
tor or administrator has been appointed.
(1) An executor or administrator of an
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estate that has been appointed in ac-
cordance with applicable State law
may indorse checks issued for the fol-
lowing classes of payments the right to
which under law does not terminate
with the death of the payee: payments
for the redemption of currencies or for
principal and/or interest on U.S. securi-
ties; payments for tax refunds; and
payments for goods and services.

(i) An executor or administrator in-
dorsing any such check must include,
as part of the indorsement, an indica-
tion of the capacity in which the ex-
ecutor or administrator is indorsing.
An example would be: ‘“‘John Jones by
Mary Jones, executor of the estate of
John Jones.”

(ii) When a check indorsed in this
fashion is presented for payment by a
financial institution, it will be paid by
Treasury without the submission of
documentary proof of the authority of
the executor or administrator, with the
understanding that evidence of such
claimed authority to indorse may be
required by Treasury in the event of a
dispute.

(2) An executor or administrator of
an estate may not indorse a check
issued for any class of payment other
than one specified in paragraph (a)(l)
of this section. Other checks, such as
recurring benefit payments and annu-
ity payments, may not be negotiated
after the death of the payee. Such
checks must be returned to the certi-
fying agency for determination as to
whether, under applicable law, pay-
ment is due and to whom it may be
made.

(b) Handling of checks when an execu-
tor or administrator has mnot been ap-
pointed. If an executor or administrator
has not been appointed, all checks
issued to a deceased payee must be re-
turned to the certifying agency for de-
termination as to whether, under appli-
cable law, payment is due and to whom
it may be made.

(c) Handling of checks when a certi-
fying agency learns, after the issuance of
a recurring benefit payment check, that
the payee died prior to the date of
issuance. (1) A recurring benefit pay-
ment check, issued after a payee’s
death, is not payable. As a con-
sequence, when a certifying agency
learns that a payee has died, the certi-
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fying agency must give immediate no-
tice to Treasury, as prescribed at Vol-
ume I, Part 4, Chapter 7000 of the
Treasury Financial Manual, which can
be found at htip:/www.fms.treas.gov.
Upon receipt of such notice from a cer-
tifying agency, Treasury will instruct
the Federal Reserve Bank to refuse
payment of the check upon present-
ment. Upon receipt of such instruction
from Treasury, the Federal Reserve
Bank will make every appropriate ef-
fort to intercept the check. If the
check is successfully intercepted, the
Federal Reserve Bank will refuse pay-
ment, and will return the check unpaid
to the presenting bank with an annota-
tion that the payee is deceased. If a fi-
nancial institution learns that a date
of death triggering action under this
section is erroneous, the financial in-
stitution must advise the payee to con-
tact the payment certifying agency.

(2) Nothing in this section shall limit
the right of Treasury to institute rec-
lamation proceedings under the provi-
sions of §§240.8 and 240.9 with respect to
a check issued to a deceased payee that
has been negotiated and paid over a
forged or unauthorized indorsement.

§240.16 Checks issued to minor pay-
ees.

(a) Checks in payment of principal
and/or interest on U.S. securities that
are issued to minors may be indorsed
by:

(1) Either parent with whom the
minor resides; or

(2) If the minor does not reside with
either parent, by the person who fur-
nishes the minor’s chief support.

(b) The parent or other person indors-
ing on behalf of the minor must
present with the check the indorser’s
signed statement giving the minor’s
age, and stating that the payee either
resides with the parent or receives his
or her chief support from the person in-
dorsing on the minor’s behalf and that
the proceeds of the check will be used
for the minor’s benefit.

§240.17 Powers of attorney.

(a) Specific powers of attorney. Any
check may be negotiated under a spe-
cific power of attorney executed in ac-
cordance with applicable State or Fed-
eral law after the issuance of the check



