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soundness and contribution to the op-
eration. 

(e) When a feasible plan depends on 
income from sources other than from 
owned land, the income must be de-
pendable and likely to continue. 

(f) When the buyer’s farm operating 
plan is developed in conjunction with a 
proposed or existing Agency direct 
loan, the two farm operating plans 
must be consistent. 

§ 763.11 Maximum loss amount, guar-
antee period, and conditions. 

(a) Maximum loss amount. The max-
imum loss amount due to nonpayment 
by the buyer covered by the guarantee 
is based on the type of guarantee ini-
tially selected by the seller as follows: 

(1) The prompt payment guarantee 
will cover: 

(i) Three amortized annual install-
ments; or 

(ii) An amount equal to three annual 
installments (including an amount 
equal to the total cost of any tax and 
insurance incurred during the period 
covered by the annual installments). 

(2) The standard guarantee will cover 
an amount equal to 90 percent of the 
outstanding principal balance. 

(b) Guarantee period. The period of 
the guarantee will be 10 years from the 
effective date of the guarantee unless 
terminated earlier under § 763.23. 

(c) Conditions. The seller will select 
an escrow agent to service a Land Con-
tract Agreement if selecting the 
prompt payment guarantee plan, and a 
servicing agent to service a Land Con-
tract Agreement if selecting the stand-
ard guarantee plan. 

(1) An escrow agent must provide the 
Agency evidence of being a bonded title 
insurance company, attorney, financial 
institution or fiscally responsible insti-
tution. 

(2) A servicing agent must provide 
the Agency evidence of being a bonded 
commercial lending institution or 
similar entity, registered and author-
ized to provide escrow and collection 
services in the State in which the real 
estate is located. 

§ 763.12 Down payment, rates, terms, 
and installments. 

(a) Down payment. The buyer must 
provide a minimum down payment of 

five percent of the purchase price of 
the farm. 

(b) Interest rate. The interest rate 
charged by the seller must be fixed at 
a rate not to exceed the Agency’s di-
rect FO loan interest rate in effect at 
the time the guarantee is issued, plus 
three percentage points. The seller and 
buyer may renegotiate the interest 
rate for the remaining term of the con-
tract following expiration of the guar-
antee. 

(c) Land contract terms. The contract 
payments must be amortized for a min-
imum of 20 years and payments on the 
contract must be of equal amounts dur-
ing the term of the guarantee. 

(d) Balloon installments. Balloon pay-
ments are prohibited during the 10-year 
term of the guarantee. 

§ 763.13 Fees. 

(a) Payment of fees. The seller and 
buyer will be responsible for payment 
of any expenses or fees necessary to 
process the Land Contract Agreement 
required by the State or County to en-
sure that proper title is vested in the 
seller including, but not limited to, at-
torney fees, recording costs, and no-
tary fees. 

(b) [Reserved] 

§ 763.14 Appraisals. 

(a) Standard guarantee plan. For the 
standard guarantee plan, the value of 
real estate to be purchased will be es-
tablished by an appraisal obtained at 
Agency expense and completed as spec-
ified in § 761.7 of this chapter. An ap-
praisal is required prior to, or as a con-
dition of, approval of the guarantee. 

(b) Prompt payment guarantee plan. 
The Agency may, at its option and ex-
pense, obtain an appraisal to determine 
value of real estate to be purchased 
under the Prompt Payment Guarantee 
plan. 

§ 763.15 Taxes and insurance. 

(a) The seller will ensure that taxes 
and insurance on the real estate are 
paid timely and will provide the evi-
dence of payment to the escrow or 
servicing agent. 

(b) The seller will maintain flood in-
surance, if available, if buildings are 
located in a special 100-year floodplain 
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