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Part 1901 - LOAN AND GRANT MAKI NG

SUBPART K - CERTI FI CATES OF BENEFI Cl AL OMNERSHI P AND | NSURED NOTES

8§1901. 501 Pur pose.

Thi s subpart prescribes policies and procedures for Rural Devel oprment
certificates of beneficial ownership and insured notes.

8§1901. 502 Policy.

It is the current policy to sell all certificates of beneficial ownership
to the Federal Financing Bank for financing activities fromthe Agricultura
Credit Insurance Fund and the Rural Devel opnent Insurance Fund. Sales from
the Rural Housing Insurance Fund will be made to the Federal Financing Bank to
the extent necessary to service certificates of beneficial ownership held by
t he Federal Financing Bank. Sales in excess of those needed for servicing
requirenents will be nmade to the public. 1In addition to sales, this subpart
provi des policy for the servicing of outstanding certificates of beneficia
owner shi p, insurance contracts, and insured notes held by investors. (Revised
7-23-86, PN 18.).

8§1901. 503 Definitions.

(a) As used in §81901.505, 1901.507, 1901.508, and 1901.509 the
following definitions will apply:

(1) Announcenent of sale. Any notice of terms and conditions
respecting a sale of certificates.

(2) Certificate. A certificate of beneficial ownership issued by
Rural Devel opnment under this subpart.

(3) Director, Finance Ofice. The Director or the Insured Loan
O ficer of the Finance Ofice of Rural Devel opnent.

(4) Rural Developnent. The United States acting through Rura
Devel opnent .

(5) FEinance Ofice. The office which maintains the Rura
Devel opnent finance records. It is |ocated at 1520 Market Street,
St. Louis, Mssouri 63103. (Phone: 314-425-4400)

(6) Fixed period. Any tine interval (preceding an option period)
during which the insured holder is not entitled to require Rura
Devel opnent to purchase the insured note, as specified in the

i nsurance agreenent.

DISTRIBUTION. W S, D, C Loan and Grant Making

Cener al
1
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§1901.503 (a) (Con.)

(7) lnsurance agreenent. The entire contract evidencing and
setting forth the terns and conditions of Rural Devel opnment

i nsurance of the paynent for the insured note. The insurance
agreenent with respect to any particular |oan nay be evi denced by
Form RD 440-5, "lnsurance Endorsenent (Insured Loan)," RD 440-30
"I nsurance Endorsenment (lnsured Loans)," or any other formor forns
prescribed by the National Ofice and executed by an authorized

of ficial of Rural Developnent. |t may include such provisions as,
for exanple, an agreenment of Rural Devel opment to purchase or
repurchase the | oan, or to nmake suppl ementary paynents fromthe

i nsurance fund.

(8) Ilnsurance Fund. The Agricultural Credit Insurance Fund

aut hori zed by section 309 of the Consolidated Farm and Rura

Devel opnent Act, the Rural Devel opnent |nsurance Fund aut horized by
section 309A of the Consolidated Farm and Rural Devel opment Act, or
the Rural Housing | nsurance Fund authorized by section 517 of Title
V of the Housing Act of 1949.

(9) Insured holder. The current owner of an insured note ot her
than Rural Devel opnent, according to the records of Rura
Devel opnent as insurer of the note.

(10) Insured note. Any prom ssory note or bond evidencing an

i nsured | oan regardl ess of whether it is held by Rural Devel opnent
in the insurance fund, by a private holder, or by Rural Devel opnent
as trustee

(11) Loans. Loans made and held in the Agricultural Credit
I nsurance Fund, Rural Devel opnent I|nsurance Fund, or the Rura
Housi ng | nsurance Fund.

(12) National office. The Adm nistrator or other authorized
of ficer of the Rural Devel opnent in Washi ngton, D.C.

(13) Option period. Any period during which the insured hol der has
the optional right to require the Rural Devel opment to purchase the
i nsured note, as specified in the insurance agreenent.

(14) Par value. The total ampunt to which the insured holder is
entitled under the terns of the insurance agreenent.

(15) Private buyer. A buyer of an insured note other than Rura
Devel opnent .

2
(Revi sion 1)
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(16) Private holder. An insured holder other than Rura
Devel opnent .

(17) Repurchase agreenent. A provision in the insurance agreenent
obligating Rural Devel opnent to buy the insured note at the option
of the hol ders.

(18) Sale, or seller, and buyer. The transfer of ownership
(i ncludi ng possession or the right of possession), the transferor,
and the transferee respectively.

(19) State Director. The State Director of Rural Devel opnent for
the State in which is located the real estate inproved, purchased,
or refinanced with the | oan evidenced by the insured note.

As used in 81901.506 the following definitions will apply:

(1) Reserve bank. The Federal Reserve Bank of New York (and any

ot her Federal Reserve Bank which agrees to issue securities in book-
entry forn) as fiscal agent of the United States acting on behal f of
Rural Devel opnent and, when indicated, acting in its individua
capacity.

(2) Rural Devel opnent security. A certificate representing
benefici al ownership of notes, bonds, debentures, or other sinmlar
obligations held by Rural Devel opnent under the Consolidated Farm
and Rural Devel opnent Act and Title V of the Housing Act of 1949,
issued in the formof a definitive Rural Devel opnent security or a
book-entry Rural Devel opment security.

(3) Definitive Rural Devel opnent security. A Rural Devel opnent
security in engraved on printed form

(4) Book-entry Rural Devel opnent security. A Rural Devel opnent
security in the formof an entry nmade as prescribed in this subpart
on the records of a Reserve bank

(5) Pledge. A pledge of, or any other security interest in, Rura
Devel opnent securities as collateral for |oans or advances, or to
secure deposits of public nmoneys or the performance of an

obl i gation.

(6) Date of call. The date fixed in the official notice of cal
published in the Federal Register on which Rural Devel oprent will
make paynment of the security before maturity in accordance with its
termns.
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(7) Menber bank. Any national bank, state bank, or bank or trust
conpany which is a nmenber of a Reserve bank

81901.504 Authorities and responsibilities.

The Admi nistrator will approve all nethods of Rural Devel opnent financing

and nmaj or changes in existing nethods. The Director, Finance Ofice, is
responsi ble for servicing of all certificates of beneficial ownership and

i nsured notes issued by the Finance Ofice, the Federal Reserve Bank of New
York for the servicing of insurance contracts, and the Federal Reserve banks

for

certificates of beneficial ownership for which the Reserve banks are Rura

Devel opnent's fiscal agents.

81901.505 Certificates of Beneficial Owmership in Rural Devel opnent | oans.

(a) Special trust of |oans.

(1) Establishnent of special trusts. Fromtime to time Rura

Devel opnent will place in special trusts unmature | oans evi denced by
notes or other instruments. Loans nay be placed into or renoved
froma special trust, but there will always be maintained in such
trusts | oans on which the unpaid ambunt is at |east equal to the
face value of the outstanding unnmature certificates evidencing
beneficial ownership in such special trust as provided in paragraph
(a) (2) of this section.

(2) Beneficial ownership of special trusts. To pernmt interested
persons to acquire a beneficial ownership of |oans conprising a
speci al trust established under paragraph (a) (1) of this section
Rural Developnent will sell certificates which will evidence
beneficial ownership of an interest in the special trust to the
extent of the face value of such certificates. Rural Devel opnent
will own an interest in special trusts equal to the ampunt by which
t he unpaid principal anmbunt of |oans conprising the trusts exceeds
the face value of all outstanding certificates evidencing beneficia
ownership in such trusts.

(b) Sale of certificates. Rural Developnent will offer certificates
for sale fromtime to tine on such terns and conditions it nmay deem
appropriate. Sales nade by the Finance Ofice shall be made by it's
Director. No sale in excess of $1 million will be made to any one

i nvestor wi thout prior approval of the Associate Administrator or his
designee. The terms and limtations of sales are subject to change from
time to tinme, and may be obtained fromthe Finance Ofi ce.




§1901. 505

§1901. 506

(b) (Con.) RD Instruction 1901-K

(1) Formof certificates. The certificates nmay be interest-bearing
or non-interest-bearing. The certificates my be nade payable to
the bearer or registered holder thereof, and will be negoti abl e.

The certificates will be issued in denom nations specified in the
invitations for bid or other announcenment of sale.

(2) lssue date and maturity date of certificates. The certificates
will be issued on such dates and mature on such dates as specified
in the invitation for bid or other announcenent of sale. Such dates
wi || appear on the face of the certificates.

Book-entry procedure for Rural Devel opnent securities - issuance

and redenption of certificate by Reserve bank

(a)

Authority of Reserve bank. Each Reserve bank is hereby authorized

in accordance with the provisions of this subpart to:

(b)

(11- 24- 76)

(1) Issue book-entry Rural Devel opnent securities by neans of
entries on its records which shall include the name of the
depositor, the amount, the securities title (or series) and maturity
dat e.

(2) Effect conversions between book-entry Rural Devel oprent
securities and definitive Rural Devel opment securities.

(3) Oherw se service and mai ntai n book-entry Rural Devel opnent
securities.

(4) Issue a confirmation of transaction in the formof a witten
advice (serially nunbered or otherw se) which specifies the anpunt
and description of any securities (that is, the securities title (or
series) and the maturity date) sold or transferred and the date of
the transacti on.

Scope and effect of book-entry procedure.

(1) A Reserve bank as fiscal agent of the United States acting on
behal f of Rural Devel opnent may apply the book-entry procedure
provided for in this subpart to any Rural Devel opnent securities
whi ch have been or are hereafter deposited for any purpose in
accounts with it in its individual capacity under terms and
conditions which indicate that the Reserve bank will continue to
mai ntai n such deposit accounts in its individual capacity,
notwi t hst andi ng applicati on of the book-entry procedure to such
securities. This paragraph shall be applicable but not Iimted to
Rural Devel opnent securities deposited:
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(i) As collateral pledged to a Reserve bank (in its individua
capacity) for advances by it.

(ii) By a menber bank for its sole account.
(iii) By a nmenber bank held for the account of its custoners.

(iv) In connection with deposits in a nenber bank of funds of
States, Municipalities, or other political subdivisions.

(v) In connection with the performance of an obligation or
duty under Federal, State, Municipal, or local |aw, or
j udgrments or decrees of courts.

(2) The application of the book-entry procedure under paragraph (b)
(1) of this section shall not detract fromor adversely affect the
rel ati onshi ps that woul d ot herwi se exi st between a Reserve bank in
its individual capacity and its depositors concerning any deposit
under this paragraph. Wenever the book-entry procedure is applied
to such Rural Devel opment securities, the Reserve bank is authorized
to take all action necessary in respect of the book-entry procedure
to enabl e such Reserve bank in its individual capacity to perform
its obligation as depository with respect to such Rural Devel opnent
securities.

(3) A Reserve bank as fiscal agent of the United States acting on
behal f of Rural Devel opnent may apply the book-entry procedure to
Rural Devel opnent securities deposited as collateral pledged to the
United States under Treasury Department Circul ar Nos. 92 and 176,
both as revised and anended, and may apply the book-entry procedure,
with the approval of the Secretary of the Treasury, to any other
Rural Devel opnment securities deposited with a Reserve bank as fisca
agent of the United States.

(4) Any person having an interest in Rural Devel opment securities
whi ch are deposited with a Reserve bank (in either its individua
capacity or as fiscal agent of the United States) for any purpose
shal | be deenmed to have consented to their conversion to book-entry
Rural Devel opnent securities pursuant to the provisions of this
subpart and in the nanner and under the procedure prescribed by the
Reserve bank.

(5) No deposits shall be accepted under this section on or after
the date of maturity or call of Rural Devel opnent securities.



§1901. 506

(c)

(11- 24- 76)
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Transfer or pledge.

(1) A transfer or pledge of book-entry Rural Devel opment securities
to a Reserve bank (in its individual capacity or as fiscal agent of
the United States), or to the United States, or to any transferee or
pl edgee eligible to maintain an appropriate book-entry account in
its name with a Reserve bank under this subpart is effected and
perfected, notw thstanding any provision of law to the contrary, by
a Reserve bank nmaking an appropriate entry in its records of the
securities transferred or pledged. The naking of such an entry in
the records of a Reserve bank shall

(i) Have the effect of a delivery in bearer formof definitive
Rural Devel opnent securities.

(ii) Have the effect of a taking of delivery by the transferee
or pl edgee.

(iii) Constitute the transferee or pl edgee a hol der

(iv) If a pledge, effect a perfected security interest therein
in favor of the pledgee. A transfer or pledge of book-entry
Rural Devel opnent securities effected under this paragraph
shal |l have priority over any transfer, pledge, or other
interest, theretofore or thereafter effected or perfected under
paragraph (c) (2) of this section or any other nanner.

(2) A transfer or pledge of transferable Rural Devel opnent
securities, or any interest therein, which is maintained by a
Reserve bank (in i1ts individual capacity or as fiscal agent of the
United States) in a book-entry account under this subpart, including
securities in book-entry formunder 81901.506 (b) (1) (iii) is
effected, and a pledge is perfected by any neans that woul d be

ef fective under applicable lawto effect a transfer or to effect and
perfect a pledge of Rural Devel opnent securities, or any interest
therein, if the securities were maintained by the Reserve bank in
bearer definitive form For purposes of transfer or pledge

her eunder, book-entry Rural Devel opnent securities maintained by a
Reserve bank shall, notw thstanding any provision of lawto the
contrary, be deened to be mmintained in bearer definitive form A
Reserve bank maintai ni ng book-entry Rural Devel opnent securities,
either in its individual capacity or as fiscal agent of the United
States, is not a bailee for the purposes of notification of pledges
of these securities under this paragraph, or a third person in
possession for the purposes of acknow edgnent of transfers
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t hereof under this paragraph. Where transferable Rural Devel opnent
securities are recorded on the books of a depository (a bank

banking institution, financial firm or simlar party, which
regularly accepts in the course of its business Rural Devel oprent
securities as a custodial service for customers, and maintains
accounts in the nanes of such custoners reflecting ownership of or
interest in such securities) for account of the pledgor or
transferor thereof and such securities are on deposit with a Reserve
bank in a book-entry account hereunder, such depository shall, for
pur poses of perfecting a pledge of such securities or effecting
delivery of such securities to a purchaser under applicable
provisions of law, be the bailee to which notification of the pl edge
of the securities may be given or the third person in possession
from whi ch acknow edgnent of the hol ding of the securities for the
purchaser nmay be obtained. A Reserve bank will not accept notice or
advice of a transfer or pledge effected or perfected under this

par agraph and any such notice or advice shall have no effect. A
Reserve bank may continue to deal with its depositor in accordance
with the provisions of this subpart, notw thstandi ng any transfer or
pl edge effected or perfected under this paragraph

(3) No filing or recording with a public recording office or

of ficer shall be necessary or effective with respect to any transfer
or pledge of book-entry Rural Devel opment securities or any interest
t her ei n.

(4) A Reserve bank shall, upon receipt of appropriate instructions,
convert book-entry Rural Devel opment securities into definitive
Rural Devel opnent securities and deliver themin accordance wth
such instructions. No such conversion shall affect existing
interest in such Rural Devel opnent securities.

(5) A transfer of book-entry Rural Devel opment securities within a
Federal Reserve Bank shall be made in accordance wi th procedures

est abl i shed by the Reserve bank not inconsistent with this subpart.
The transfer of book-entry Rural Devel opnent securities by a Reserve
bank nay be made through a tel egraphic transfer procedure.

(6) Al requests for transfer or wthdrawal rnust be made prior to
the maturity or date of call of the securities.



§1901. 506 (Con.)
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(d) Wthdrawal of Rural Devel opnent securities.

(1) A depositor of book-entry Rural Devel opnent securities nay

wi t hdraw them from a Reserve bank by requesting delivery of I|ike
definitive Rural Devel opment securities to itself or on its order to
a transferee.

(2) Rural Devel opnent securities which are actually to be delivered
upon wi thdrawal may be issued in bearer or registered form

(e) Delivery of Rural Devel opnent securities. A Reserve bank which has
recei ved Rural Devel opment securities and effected pl edges, nade entries
regarding them or transferred or delivered themaccording to the
instructions of its depositor is not liable for conversion or for
participation in breach of fiduciary duty even though the depositor had
no right to dispose of or take other action in respect of the
securities. A Reserve bank shall be fully discharged of its obligations
under this subpart by the delivery of Rural Devel opment securities in
definitive formto its depositor or upon the order of such depositor
Custoners of a nenber bank or other depository (other than a Reserve
bank) may obtain Rural Devel opment securities in definitive formonly by
causi ng the depositor of the Reserve bank to order the w thdrawal

t hereof fromthe Reserve bank

(f) Registered securities.

(1) No formal assignment shall be required for the conversion to
book-entry Rural Devel opment securities of registered Rura

Devel opnent securities held by a Reserve bank (in either its

i ndi vidual capacity or as fiscal agent of the United States) on the
ef fective date of this subpart for any purpose specified in section
1901.506 (b) (1). Registered Rural Devel opment securities deposited
thereafter with a Reserve bank for any purpose specified in section
1901. 506 (b) shall be assigned for conversion to book-entry Rura
Devel opnent securities.

(2) The assignnent which shall be executed in accordance with the
provi sions of Subpart F of 31 CFR Part 306, so far as applicabl e,
shal |l be to Federal Reserve Bank of , as fiscal agent of
the United States acting on behalf of Rural Devel opnment, United
States Department of Agriculture, for conversion to book-entry Rura
Devel opnent securiti es.

(g) Servicing book-entry Rural Devel opnent securities, paynent of
interest, paynent at maturity or upon call. Interest becomnm ng due on
book-entry Rural Devel opment securities shall be charged to the genera
account of the Treasurer of the United States on the interest due date
and remitted or credited in accordance with the depositor's
instructions. Such securities

(11-24-76) PN 545
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shal | be redeened and charged to the same account on the date of
maturity or call, and the redenption proceeds, principal, and interest
shal | be di sposed of in accordance with the depositor's instructions.
(h) Issuance and redenption

(1) 1In those instances where the Reserve bank is acting as fisca
agent of the United States acting on behalf of Rural Devel opnment,
the followi ng subparts of Treasury Department Circular No. 300 (31
CFR Part 306), so far as applicable, shall apply to such
certificates.

(i) Subpart B, Registration.

(ii) Subpart C, Transfers, Exchanges and Rei ssues.

(iii) Subpart D, Redenption or Payment.

(iv) Subpart E, Interest.

(v) Subpart G Assignments of Registered Securities - Ceneral
(vi) Subpart F, Assignnents by or in Behalf of Individuals.

(vii) Subpart H, Assignnments in Behalf of Estates of Deceased

Omners.
(viii) Subpart |, Assignments by or in Behalf of Trustees and
Simlar Fiduciaries.

(ix) Subpart J, Assignnents in Behalf of Private or Public
Organi zat i ons.

(x) Subpart K, Attorneys in Fact.
(xi) Subpart L, Transfer Through Judicial Proceedings.
(xii) Subpart M Requests for Suspension of Transactions.

(xiii) Subpart N, Relief for Loss, Theft, Destruction
Mutilation, or Defacenment of Securities.

81901.507 Certificates of beneficial ownership issued by the Rura
Devel opnent Fi nance O fice.

10



8§1901. 507 (Con.) RD I nstruction 1901-K

(a) Oders and paynent. Oders for investnment in certificates may be
placed with the Finance Ofice by mail, tel ephone, or in person

Payment for purchase of certificates may be nade by a wire transfer to
the Federal Reserve Bank of St. Louis for credit to Rural Devel oprent,
by a certified check or bank draft payable to the Rural Devel opnent.
The rate of interest paid on the certificate will be the rate in effect
on the date the Finance Ofice receives the payment.

(b) Registration.

(1) The registration used nust express the actual ownership of a
certificate and may not restrict the authority of the owner to

di spose of it in any manner. Rural Devel opnent reserves the right
to treat the registration as conclusive owership. Request for

regi stration nust be clear, accurate, and conplete, and include the
appropriate taxpayer identifying nunber or social security nunber

(2) The registration of all certificates owned by the sane person
organi zation, or fiduciary should be uniformw th respect to the
nane of the owner and, in case of fiduciary, the description of the
fiduciary capacity. Individual owners shoul d be designated by the
nanes by which they are ordinarily known or under which they do
busi ness, preferably including at |east one full given nane. The
nane of an individual may be preceded by an applicable title, as,
for example "Ms." "M.", "Mss" "Ms.". "Dr." or "Rev." or foll owed
by a designation such as "MD." "D.D." "Sr." or "Jr." Any other
simlar suffix should be included when ordinarily used or when
necessary to distinguish the owner from another nenber of his

fam ly. The address should include, where appropriate, the name and
street, route, or any other |ocation feature, and zip code.

(3) If an erroneously inscribed certificate is received, it should
not be altered in any respect. Rural Devel opnment should be given
full particulars about the error and asked to furnish instructions.

(c) Transfers and exchanges - closed periods.

(1) General. Transfer of registered certificates should be made by
assignment in accordance with this section. Registered securities
are eligible for denomi national exchange. Specific instructions for
i ssuance and delivery of new certificates signed by the owner or the
owner's authorized representative mnust

11
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(d)

acconpany the certificates presented. Certificates presented for
transfer nust be received by Rural Devel opment not less than 1 ful
nmonth before the date on which they mature. Any certificates so
presented which are received too late to conply with this provision
will be accepted for paynent only.

) dosing of transfer books. The transfer books are closed for 1
[l month preceding interest paynent dates. |If the date set for
osing falls on Saturday, Sunday, or a |egal holiday, the books
will be closed as of the close of business on the |ast business day
precedi ng that date. The books are reopened on the first business
day followi ng the date on which interest falls due. Registered
certificates which have not matured, or have been submtted for
transfer and are received when the books are closed for that
certificate, will be processed on or after the date such books are
reopened. |If certificates are received for transfer when the books
are closed for paynent of final interest at maturity, the follow ng
action will be taken in the absence of different instructions:

(2
fu
c

(i) Paynent of final interest will be nade to the registered
owner of record on the date the books were cl osed.

(ii) Payment of principal will be made to the assignee under a
proper assignnent of the certificate.

Redenpti on or paynent.

(1) Ceneral. Certificates are payable in regular course of

busi ness at maturity. Rural Devel opnent nmay provide for the
exchange of nmaturing certificates. The registered certificates
shoul d be presented and surrendered for redenption at the Rura

Devel opnent Finance Office. No assignments or evidence in support
of themw ||l be required by or on behalf of the regi stered owner or
assignee for redenption for his or its account, or for redenption-
exchange if the new certificates are to be registered in exactly the
same nanmes and fornms as in the registrations or assignments of the
certificates surrendered.

(2) Redenption at maturity. Registered certificates presented and
surrendered for redenption at maturity need not be assigned unless

t he owner desires that paynment be made to some other person. Should
the owner so desire assignments shoul d be made

12
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(e)

to the "Farners Hone Administration for redenption for the account
of (inserting name and address of person to whom paynment is to be
made) ." Specific instructions for the issuance and delivery of the
redenpti on check signed by the owner or the owner's authorized
representative nust acconpany the certificates unless included in
the assignnent. Paynment of the principal and interest will be nade
by a check drawn on the Treasurer of the United States to the order
of the person entitled and mailed in accordance with the
instructions received. |If instructions are not received concerning
interest, interest will be paid to the registered owner

(3) Interest. The interest on Rural Devel opment certificates
accrues and is payable annually. A full interest period does not

i nclude the day on which the | ast preceding interest becane due, but
does include the day on which the next succeeding interest paynent
is due. Certificates will cease to bear interest on the date of
their maturity. The interest on registered certificates is payable
by checks drawn on the Treasurer of the United States to the order
of the registered owners, except as otherwi se provided in this
section. Rural Devel opment prepares the interest checks in advance
of the interest payment date and ordinarily mails themin tine to
reach the addressees on that date. Interest on a registered
certificate which has not natured and which is presented for any
transacti on when the books for that certificate are closed will be
paid by check drawn to the order of the registered owner of record.
On receipt of notice of the death or inconpetency of an individua
named as registered owner, a change in the name or in the status of
a partnership, corporation, or unincorporated association, the
renoval , resignation, succession, or death of a fiduciary or
trustee, delivery of interest checks will be w thheld pending
recei pt and approval of evidence showing who is entitled to receive
the interest checks. If the inscriptions on certificates do not
clearly identify the owners, delivery of interest checks may be

wi t hhel d pending reissue of the certificates in the correct

regi stration, except as provided in this section. The fina
installnent of interest will be paid by check drawn to the order of
the regi stered owner of record on presentation and surrender of the
certificate for redenption. To assure tinely delivery of interest
checks, owners should pronptly notify Rural Devel opnent of any
change of address.

Assignnents. Assignments of certificates should be executed by the

owner or the owner's authorized representative in the presence of an
of ficer authorized to certify assignments. Assignments shal

(11- 24- 76)
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be made on the back of the certificate. Registered certificates nay be
assigned to a specified transferee or to Rural Devel opnent for
redenpti on or for exchange for other certificates offered at maturity.
Assignments to "United States, Rural Devel opnent," "Farners Hone

Admi nistration for Transfer," or Rural Devel opment for Exchange" will

not be accepted unless supplenmented by specific instructions by or in
behal f of the owner. |If an alteration or erasure has been made in an
assi gnment, a new assignment fromthe assignor shoul d be obtained.

O herwi se, an affidavit or explanation by the person responsible for the
alteration or erasure should be submitted for consideration

(f) Death of certificate holder. The Finance Ofice should be notified
of the death of the registered owner of a certificate. The follow ng
documents should be forwarded with the notice if avail able.

(1) Acertified copy of the death certificate.

(2) Acertified copy of the court order appointing the

Adm ni strator or Executor (include the mailing address of the
Admi ni strator or Executor). The Finance Ofice will notify the
person subnmitting such notice and/or docunentation if any other

records or docunents are needed. Legal opinions and advice will be
obt ai ned by the Finance Ofice as needed fromthe Regional Attorney.
After all legal requirements are net, the certificate should be

rei ssued in the nane of the current owner

(g) Replacenent. Lost, stolen, destroyed, or mutilated certificates
wi |l be replaced by the Finance O fice on the registered owner's
conpliance with the requirenments of §1901. 509.

81901.508 Servicing of insured notes outstanding with investors.

The Director, or the insured | oan officer of the Finance Ofice, is
aut horized in connection with the sale of any insured note to execute required
docunents on behal f of Rural Devel opnent and to take ot her appropriate action
i ncluding, but not limted to, acknow edgi ng notice of sale of an insured
note, or requiring an insured holder to sell an insured note to Rura
Devel opnent in connection with any voluntary conveyance or foreclosure, or
transfer related to liquidation of the borrower's account or any ot her
servicing action so related. Upon recomendation by the State Director that
purchase of an insured note is necessary for any servicing action not related
to liquidation of the borrower's account, authorization nay be given by the
National Office to request the Director, Finance Ofice, to require a hol der
to sell an insured note to Rural Devel opnent.

14
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(a)

(b)

(11- 24- 76)

Assi gnnent s.

(1) Effective date of assignment. Wen an insured note is sold by
a private holder to a private buyer, notice of such sal e executed by
the seller nust be given to and acknowl edged by Rural Devel opnent in
order for the sale to be binding on Rural Devel opment, as to Rural
Devel opnent, the effective date of the sale will be the

acknow edgnment date specified in the acknow edgnent of notice

execut ed by Rural Devel opnent.

(2) Assignnent to Rural Devel opnent at request of Rural

Devel opnent. At any tine Rural Devel opnent considers it necessary
nor proper servicing of the |oan, Rural Devel opnent may require, in
witing, a private holder to sell an insured note to Rural

Devel opnent .

(3) Assignnent to Rural Devel opnent at option of holder. A private
hol der at any time during the option period may require, in witing,
Rural Devel opnent to purchase an insured note.

(4) Price. |If Rural Developnment is the buyer of an insured note,
the price will be the par value as of the effective date of the
sale. In other cases, the price will be determ ned by an agreenent

bet ween the parti es.

Sal e of insured notes by private holders to private buyers.

(1) On receipt of notice froma private holder of intention to
assign an insured note, the Director, Finance Ofice, will send the
hol der:

(i) FormRD 471-7 "Notice and Acknow edgnent of Sale of
I nsured or Guaranteed Loan."

(ii) A statenment of the unpaid principal. If requested the
Director, Finance Ofice, wll furnish a statenment of account
instead of or in addition to a statenent of the unpaid

princi pal .

(iii) Appropriate information on how to conplete the
assi gnment .

(2) If the Director, Finance Ofice, is informed that an insured
note has been assigned and Rural Devel opnent is requested to
recogni ze the assignnent, the Director, Finance Ofice, will send
the assignor FormRD 471-7, with directions for its execution.

15
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(c)

(3) On receipt of Form RD 471-7 properly executed by the assignor,
the Director, Finance Ofice, will conplete and execute the

acknow edgnment section of the form The Director, Finance Ofice,
will retain the original of the form have two facsimle copies nade
and send one to the assignor, and one to the assignee. For any
correction or other change to be nade in the record of the name or
address of a private holder, or of a designated agent of a private
hol der, a request will be nade to Rural Developnent in witing.

(4) As of the date of the acknow edgnent, executed by the Director,
Fi nance O fice, on FormRD 471-7 the Director, Finance Ofice, wll
transfer the insured note fromthe assignor to the assignee as the

i nsured hol der on the records of Rural Devel opnent. The nane and
address of the assignee will be recorded by Rural Devel opnent
exactly as they appear on Form RD 471-7.

(5) Paynments transmitted by Rural Devel opnment on or after the
acknow edgnent date shown on Form RD 471-7 will be transmitted to
the assignee. The Director, Finance Ofice, will give notice to the
assignor and the assignee of any paynents transnmitted by Rural

Devel opnent to the assignor before the acknow edgnent date and after
either the date of sale, or the date of the statement of account,
whi chever is earlier, However, Rural Devel opnent will not be liable
for any failure to give such notice.

Assi gnnent _of insured notes to Rural Devel opnent.

(1) Assignnent at the request of the holder. For assignnent of an
insured note to Rural Devel opnent during the option period at the
request of the holder, the follow ng procedure will apply:

(i) The holder will endorse the insured note as follows: "Pay
to the order of the United States of America. W thout
recourse." The holder will then deliver the endorsed note,
together with the insurance agreenent, to the Director, Finance
Ofice.

(ii) On receipt of the endorsed note with the acconpanyi ng
i nsurance agreenent, the Director, Finance Office, wll
acknow edge recei pt of the note and process paynment to the
assignor of the par value of the note as of the date of the
Treasury check.

16



§1901. 508 (c) (Con.) RD Instruction 1901-K

(2) Assignnent at the request of Rural Devel opnent. The procedure
for assigning an insured note at the request of Rural Devel opnent
will be the same as that prescribed in paragraph (c) (1) of this
section, except that the Director, Finance Ofice, will send a
witten request to the holder requiring that the insured note be
assigned to Rural Devel opnent and delivered to the Director, Finance
Ofice, with the acconpanyi ng i nsurance agreenment. The Director
Finance Ofice, will explain that the assignnent is necessary to
enabl e Rural Devel opnent to service the account properly and will
give the holder all necessary information as to the manner of naking
t he assignment and the anobunt to be paid by Rural Devel oprent.

(d) Replacenent of called or fully paid notes. Certain insurance
endorsenents contain a clause or rider providing for a replacenent note
when the original note is paid in full, or is called by Rura

Devel opnent. This provision applies to loans sold for a fixed period of
10 years or longer for loans sold on or after Decenber 1, 1969, and a
fixed period of 15 years or |onger for |oans sold before Decenber 1,
1969. If a note is paid in full or called by the Governnent and the
lender is entitled to a replacenent note, the |l ender may obtain a
certificate of beneficial ownership in lieu of the replacenment note.
The certificate will carry the rates and terns applicable to the

repl acenent note.

(e) Death of a noteholder. The Finance Ofice should be notified of
the death of a holder of an insured note. The follow ng docunents
shoul d be forwarded with the notice if avail able:

(1) Acertified copy of the death certificate.

(2) Acertified copy of the court order appointing the

Adm ni strator or Executor (include the mailing address of the
Admi ni strator or Executor). The Finance Office will notify the
person subnitting the notice and/or docunentation if any other
records or docunents are needed, and will provide any additional
instructions that are needed. Legal opinions and advice will be
obt ai ned by the Finance Ofice as needed fromthe Regional Attorney.

81901.509 Loss, theft, destruction, nutilation, or defacenent of insured
notes, insurance contracts, and certificates of beneficial ownership

(a) Block sale insurance contracts. The Associate Admi nistrator is

aut horized in connection with block sale insurance contracts to

aut horize the Rural Devel opnent's fiscal agent to establish requirenents
for

17
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i ssuance of a replacenent insurance contract when the original issued by
t he Federal Reserve Bank of New York (Rural Devel opnent's fiscal agent)
is lost, stolen, destroyed, nutilated, or defaced. Wen a block sale

i nsurance contract is lost, stolen, or destroyed, a duplicate may be

i ssued to the regi stered hol der upon receipt of an acceptable
certificate of loss and an indemmity bond without surety. The
certificate of loss should include the | egal name and present address of
the owner and address when issued, if different fromthe present

address; the capacity of person certifying, if other than owner; the
identity of the insurance contract, including series nunber, contract
nunber, denom nation, issue date, and formof inscription of registry,
and the full statenment of circunstances of loss. All available portions
of an insurance contract that is nutilated, defaced, or partially
destroyed should be submtted to the Federal Reserve Bank of New York
(Rural Devel oprment's fiscal agent) for determ nation as to whether a
duplicate insurance contract can be issued without a certificate of |oss
and posting of an indemity bond. In the event the holder of a bl ock
sal es insurance contract obtains possession of the underlying notes, the
requi renents of paragraph (b) of this section apply.

(b) Notes and certificates of beneficial ownership sold by County
Ofice and Finance Ofice. The Director, or the insured | oan officer of
the Finance Ofice, is authorized on behalf of the Governnment, in
connection with insured notes or certificates of beneficial ownership
sold through the Rural Devel opnent Finance Ofice to require indemity
bonds from a notehol der when a note or certificate is lost, stolen
destroyed, nutilated, or defaced while in the custody of the hol der or
his designee. Wen a note or certificate of beneficial ownership is

| ost, stolen, or destroyed while in the custody of the holder or his
designee, the following will apply:

(1) Acertificate of loss should be filed with Rural Devel opment
Finance O fice. The certificate should include:

(i) Legal nane and present address of owner when issued, if
different from present address.

(ii) Capacity of person certifying, if other than the owner

18
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(2)

(iii) Identity of the note or certificate of beneficia

owner shi p, including the nane and Rural Devel opnent case nunber
of the maker thereof, issue date, interest rate of obligation
face anpbunt of note or certificate of beneficial ownership, and
a full description of any assignment, endorsenent, or any ot her
writing.

(iv) A full statenent of circunstances of the loss, theft, or
destruction of the note.

An indemity bond in the anpbunt of the unpaid principal and

interest will be required except in the follow ng instances:

(3)

(i) Substantially the entire note or certificate of beneficia
ownership is presented and surrendered by the owner or hol der
and the Director, Finance Ofice, is satisfied as to the
identity of the instruments and that any m ssing portions are
not sufficient to formthe basis of a valid claimagainst the
United States or the borrower; or

(ii) The owner or holder is the United States, a Federa
Reserve Bank, a Federal Government Corporation, a State or
territory, or the District of Colunbia.

An indemity bond without surety will be provided in the

fol |l owi ng cases:

(4)

al |

(i) Cases involving registered unassigned obligations held by
banks, trust conpani es, savings and | oan associ ati ons, or
conpani es holding certificates of authority from Secretary of
the Treasury as acceptable sureties on Federal Bonds (conpanies
listed on Treasury Department Circular 570) where the financial
responsibilities of such claimants are well known or readily
ascertai nabl e.

(ii) Cases involving registered unassigned obligations where
t he evidence reasonably justifies a conclusion that the
obligations were destroyed and the unpaid principal and

i nterest ampunt does not exceed $1, 000.

An indemity bond posted with a qualified surety is required in
cases invol ving registered unassi gned obligations other than

those cited in paragraphs (b) (2) (i), (b) (2) (ii), (b)

19

(11-24-76) PN 545



RD I nstruction 1901-K
§1901.509 (b) (4) (Con.)

(3) (i) and (b) (3) (ii) of this section. A qualified surety is a
conpany holding a certificate of authority fromthe Secretary of the
Treasury as acceptable sureties on Federal Bonds, and listed in
Treasury Departnent Circul ar 570.

(5) Al indemity bonds for notes nmust be payable to both the
borrower and Rural Developrment. All indemity bonds for
certificates of beneficial ownership nmust be payable to Rura

Devel opnent. The bond nay be posted at the tine the note or
certificate of beneficial ownership becones eligible for repurchase

by Rural Developnent. |If the holder desires to continue to hold the
note for the life of the note, an indemity bond will not be
required.

(6) An assignnment of the note or certificate of beneficia
ownership shall be nade to the United States of America, acting

t hrough Rural Devel oprment, United States Department of Agriculture.
An acceptable formof assignment is available fromthe D rector

Fi nance O fi ce.

(c) Qher cases. Cases involving bearer obligations and other cases
not discussed in this section will be forwarded to the Director, Finance
Ofice, for requirenments.

(d) Replacenent of notes. Rural Developnent will not attenpt to obtain
repl acenent notes from borrowers.

§81901. 510- 1901. 550 [ Reserved]
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