FSA-2514 (12-31-07) Page 4 of 10

You must be able to show through a farm operating plan that you are unable to pay all essential family living and farm
operating expenses, maintain your property, and pay your debts. The farm operating plan must also show that you
will be able to pay your full installment at the end of the deferral period.

The interest that accrues during the deferral period must be paid in yearly payments for the rest of the loan term after
the deferral period ends.

Debt writedown

Debt writedown can reduce the principal and interest on your loan. The Agency offers a writedown only to
delinquent borrowers when the loan servicing programs discussed above and the Conservation Contract Program, if
requested, will not result in a feasible plan. To receive debt writedown, the value of your restructured loan must

be equal to or greater than the recovery value to the Agency from foreclosure and repossession of your security

property.
The recovery value is the market value of:

(1) The collateral pledged as security for FLP loans minus expenses (such as the sale costs, attorneys’ fees,
management costs, taxes, and payment of prior liens) on the collateral that the Agency would have to pay if it foreclosed,
or repossessed, and sold the collateral;

(2) Any collateral that is not in your possession and has not been released for sale by the Agency in writing; and

(3) Any other non-essential assets you may own.

A qualified appraiser determines the value of the collateral and any other assets you own. You may receive a
writedown only if you have not previously received any form of debt forgiveness on any other FLP direct loan. The
maximum amount of debt that can be written down on all direct loans is $300,000.

Shared Appreciation Agreement

If you own real estate and receive a debt writedown, you must sign a Shared Appreciation Agreement. The term of
the agreement is 5 years. Under the terms of the agreement you must repay all or a part of the amount written down at
the maturity of your Shared Appreciation Agreement if your real estate collateral increased in value. Payment of
shared appreciation will be required prior to the maturity of your Shared Appreciation Agreement if you:

(1) Sell or convey the real estate;

(2) Stop farming;

(3) Pay off your entire FLP debt; or

(4) Have your FLP accounts accelerated by the Agency.

If any of these events occur within the first 4 years of the agreement, you will have to pay 75 percent of the
increase in value of the real estate. If any of these events occur after the fourth anniversary of the agreement, or if the
Shared Appreciation Agreement matures without having previously been fully triggered, you will have to pay only 50
percent of the increase in value. You will not have to pay more than the amount of the debt written down.

(b) Conservation Contract Program

You may request a Conservation Contract to protect highly erodible land, wetlands, or wildlife habitats located on
your real estate property that serves as security for your FLP debt. In exchange for such contract, the Agency would
reduce your FLP debt. The amount of land left after the contract must be sufficient to continue your farming
operation.



