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INSTALLMENT LAND CONTRACTS IN IOWA 

Marshall Harris* and N. William Hines** 

INTRODUCTION1 

o,.vnership of a farn1 of his O\Vn has been an objective of the American 
farmer since earliest ti1n( s. Until about the time of \Vorld War I the 
aspiring young couple c > 1ld go \vest and preempt, homestead, or buy 
,vith little or no cash a 1amily-sized farm of their O\vn. A.s the west be
came settled and competition for land became keen, young farmers 
found it increasingly difficult to attain ownership-tenancy increased 
rapidly and many young farmers remained hired men until middle aged, 
some permanently. The chief ways to become a farm owner were to be 
born or marry into the right family or to progress up the agricultural 
ladder from laborer to tenant to O\vner. Regardless of which procedure 
was used, credit became an essential element in the acquiring of control 
oYer farm land. 

\\·hen the commercial land credit system failed to meet the needs 
of fanners, the Federal Farm Loan Act2 \vas passed in 1916 to improve 
credit practices and to increase the amount of credit available. The 
chief features of the act \Vere amortization of the loan by installment 
payments, low rate of interest, and long term over \vhich to repay. Sub
sequent amendments and additions to the act have been designed to 
keep the credit system in tune with the farmers' needs. Private credit 
agencies readily accepted innovations that proved responsive to agri
cultural credit needs. 

:\ halln1ark of land credit for fanners during the last half-century has 

0 Agricultural Ecouon1ist, Resource Development Economics Division, Economic 
Research Service, U.S. Department of Agriculture, and Research Professor, Ag
ricultural Law Center, College of Law, The University of Iowa. 

0 0 Assistant Professor, College of Law, The University of Io·wa. 

1 For publications dealing ,vith land contract sales of fanns see Clark, Installment 
Land Contracts in South Dakota, Part 1, 6 S.D.L. Rev. 248 ( 1961 ); Dolson, A 
Comparison of Land Contracts and Other Security Devices in Kentucky, 32 U. Cine. 
L. Rev. 435 ( 1963); Dolson & Zile, Buying Farms on Installment Land Contracts, 
1960 \\' is. L. Rev. 383 ( 1960 ); Elefson & Raup, Financing Farm Transfers with 
Lana Contracts, Ag. Exp. Sta., Univ. of Minn., Bull. 454 ( 1961); Hill & Fitzgerald, 
Tf1e Land Contract as a Farm Finance Plan, Ag. Exp. Sta., Mich. State Univ., Bull. 
:'\o. 431 ( 1960); Krausz, Installment Land Contracts for Farmland, Extension Serv., 
Cniv of Ill., Cir. No. 823 ( 1960); Loftzgard & Lembke, Use of the Contract for 
Deed for Land Purchases in North Dakota, Ag. Exp. Sta., N. Dak. State, Bull. No. 
42.4 ( 1960); ?>.fann, A Comparative Study of Laws Relating to Low-Equity Trans
{, rs of form Real Estate in the North Central Region, Ag. Exp. Sta., Univ. of Mo., 
Bull No 782 ( 1961); Pine & Badger, Buying and Selline, Farms by Contract in 
Kan..,as, Ag. Exp. Sta., Knn. State Univ., Cir. No. 390 ( 1963). 

2 Federal Farm Loan Act, 39 Stat. 360 ( 1916). 
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2. Buyers are borro\\·ing an increasing portion of the purchase price, 
that is. n1aking lo\\ er do\ 11 pay1nents. 

3. Sellers are f1nanciug ah t t\VO of five farn1 salec;. 
-1. Sellers are rec1uiring lo,\ do,vn payrnents than other lenders. 
5. Land contracts ,11 l us"d iore frequently by sellers than 1nortgages 

-about three to ~\·o. 
6. Land conh·acts rt•quire lo,ver do\\'n payn1ents than n1ortgages

about one-fifth to one-£ urth of the purchase price compared to 
over t\vo-fifths.8 

The trends c1nphasize the present role of lo,v-ec1uity financing through 
the use of land contracts. 

Expectations are that lo,v-equit) financing \,·ill continue to be preva
lent in the future. In fact, the need for lo,v-c(1uity financing ,vill likely 
become greater over the next t\vo decades. The average value of farms 
in lo\\·a increased four-fold bet,veen 19-10 and 1960.9 In 1960, the land 
and itnprovements of the n1ore efficient Io,va farn1s a,·eraged in value 
over $100,000.10 The end is not in sight. Fanns ,vill continue to get larger 
and rnore valuable if projected trends are realized. Capital required for 
livestock, machi11ery, and operating expenditures is increasing n1ore 
rapidly than that required to purchase land and buildings. Total capital 
needed for the more efficient farms of the state may soon reach a quarter 
of a million dollars, although it is not anticipated that full o,vnership of 
this capital \\ill be required. 

As these conditions are attained. the problems of financing farm o-.vn
ership rnay be expected to become n1ore acute. If credit arrangements 
u1nnot be fashioned to nieet the evolving situation. family fanning as 
it is kno,\"n in Io,va may begin to disappear rapidly. Lo,v-equity financ
ing through the use of land contracts 1nay fulfill a part of the need. 

The basic problem of the farn1er of the future to ,vhich this study is 
addressed is that of financing the o,vnership of fann land ,vithout dis
sipating too much of his capital in n1aking the initial do,.vn payn1ent. 
.\ corollary prohlem of the future farmer is to secure the necessary 
credit without jeopardizing too n1uch his prospects of attaining unen
cumbered o,vnership. Fron1 the vie,vpoint of the seller, the prohle1n is 
to arrange the sale in such a -.vay that the buyer ,vill he able to meet 
the co11<litions specified in the contract and, in case the hu,·cr is unable 
to perform the contract, to as~ure a c1uick and incxpensiv~ n1ethod for 
repossessing the property. Stated more directly, the prohlen1 is one of 

8 F am1 Heal Estate '\larkct Developments, Economic Research Scr\'ice. l' .S 
Dcp"t of Agriculture 14-20 ( Dec. 1962). 

9 Bureau of Census, 1959 Census of Agriculture: Iowa 3 ( 1961). 
10 Id., at 30. 



,t<.lapt111g 1]1, pro, 1,i1111s 111 Lind c-ontr,tl h .111d ,1d1u,t1ng thl' la\\ go, c·rn
i11~ tl1t·n1 tu 111t I I 1111· l rt dit n•1p1in·n11 nh of l11tun· hnyL·rs and sellt rs 
ot l,11111 laud. 

Tltc ( )hir cl ire·, 

Thi• olij1•t·ti, l'S of tht· st, ch ..in· to find sul11!11)1h lo thl' prnhlt•111.., raised 
aho, t'. \lorf• spec tf it alh thc, ar<"· 

l. 'f\, prt·st•11t and an.ti) /t' th1· f o,, ,l la,,· th.it !.!t1\ t·111, l.u1d ton tracts. 
2. ·ro indil'ate tlit· ci, l 11111,tanl't \ 1111d1-r \\ llll h I.ind ('t1T1tr,1cts are 

b<'ill<T 11s1•d ,.., 

1. 1'u dcsC'riht· thv pn1, i..,ions ol t, pica I Lind l'Ontr.1c ts 111 tht• statt'. 
1. ·ro ,ll1,1h Zt' tilt' strc·n~th, :u1d "l',tknt•,,t•s of h pica! land contracts 

.ts a 111c-.1n, nf In,, -t'c p1it\' financ-i11g. 

'). l'o sucJ?;t'sl alter11:1ti, c li,ws of ,1ction to 1n.1ke land contr,1cts a 1norf• 

t·fl l'l'I h L' 1nean,; of lo" -t'quit) financin~. 

Th,· .,Ictltocls 

To ans,, er tl1<•s1 11ue..,tio11s L'\ id<"nc e \\'a, ,ou!,!lit fro,n till · ftllltn\ ing 
thrl'l' 111ain \C1un·t·s: 

1. ·rhl' Jo,va la,v go, t•rning l.111d l'u11tr.1cts as n·,·t->alcd bv tht· statute,, 
('onrt dee i'iions and c. 01nn1cnta1 tt·s ll\ le!.!;al \\'ritl'rs. 

~- l'ht' pro, 1-..1ons of Lind tnnlrach as sho\\·n hy ,1 sa,nple of contrach 
dra,vn fro1n tht' stale. 

3. 'l h1• t·i1c11111st,1nc c·s 1111dcr ,vhich land t ontr,1cts ,trc:> used ,Ls Ul'llr-

1niut'cl 11\ int1•r, it'\\'> ,vith a ,,11npl1• of h11,·1•rs ,111d q•llcrs and in-
fon11ecJ pPrsons. 

- . 

The first step in tht• stud. ,1·as tu in,·e-..1 ig,tte tht· l,n,· go, t'tlliug l.111d 
contrac-ts . This i11, oh t·cl a searching of th<' pertinent pri1n,1ry and -.c•c-

011d,1rv so111T1•s ol infonnation a11d prcp,1ri11g a tr(.'atise on the prt'\t'llt 
st,lt11, of lhl' l.l\\'. He, i.sio11s ot this st,1tt•n1t·nl ,, L"re 111adt and ,11hject-
111alll'r co, <'rag1• ,,·a-; add<"cl frorn l11ne In tinH' ,1, the stud, progn•-;<.ec.l. 

1'ht• sccn11cl -.t1·p ,,·as to d1·-..ig11 cp1t·st1e111n,11rL''i tor 11:-.c 111 111lcr, ic•,v111g 
.sellt•rs ,111d 1>11, c·r-. \\'ho \\<'r<' using l.111d co11t1.1cts and to c·n111pil1• a list , 

of questions to g11id<• th1· disc:11s,io11s \\'ilh i11lori111•cl perso11\ , Ide 1s 
ga1111·tl through thl' !t·g.tl 1e,1·a1t Ii \\'t•r1• 11,1•d 111 < nn,tn11·ti11g thl' <p1es
tionna irt'S. 

1'he Lhircl :..tt·p \\,\<; ln intt r, ic,v ,t r.1ndo1n ,,1111plt' of h11,crs and scllc1s 
throughout thl' st,1tc ,1ncl In 1ec(lrd their 11•11lrc.-;. 'I lit· disc11.,..,ion-.. ,vith 
''inft>ntH·ll lh't sun," \\ <'rt' aho appt op1 ialt•h 1t•cnrd1·cl. 1'111• inle1, ic\\'s 
,vcn' c onduclt•d hy '><'\ 1 n Sl'tlior st11d1 nts ol thv ( \1llcg1· of L,n,· ht•l" et n 
the su111111er st·ss1on .1nd tlu· I.di \t·111c-..tt•r 1lil' illtt't\i1\\1 ,, ,,en then1-
seh L''> int en it \\'l.'d 11pn11 eo111pl1 lie II nl tlH•ir 1'\pt•1 it lll't' ,111d nl,o 111.1de 
,vritten rt'ports co,·ering gt nc1,d itJ1pt, ,\i1111, g,li11c d lro111 IIH• stud . 

l I I 



The fourth step involved the securing of certified copies of the ]and 
contracts of the selecte l bu\ t. 1nd sellers as recorded in the recorders' . 
offices in the respecti\'1• count1 s. 

The last step ,vas thl ,1n,1J, is of the data obtained fron1 the three 
111.ijor sources. The anahsis s concerned v;ith each source of data 
separately .ind jointly. \ppro1 1ate statistical measures \vere calculated 
to describe selected r.011ditions <lnd to sho\v certain relations. 

:\. pilot study 1nvoh i 1~ ti ht conb·acts \\'as con1pleted in Johnson 
County to perfect the sa,npl 1":> procedure, to develop tl1e questionnaires 
that \Vere used in inter, H'\\'ing buyers and sellers, to finalize definitions 
and conc<-'pts nsed in the stnd:,. to prepare in-;tn1ctions for the field intcr
vie,vers, and to t1·st <,O1ne of the proposed analytical procedures. The 
pilot study also furnhhed in'>ight into legal questions of concen1 to 
sellers ,1n<l bu ,·t•rs 11ndl'r land contracts and into differences behveen 
reconuncn<lecl legal procedures and ho,v contracts are consu1n1nated in 
actual p1actice. It al'>o re,·t--aled that essentially all land conb·acts are 
recorded, a finding that \Va'- verified by subsc(1uent inter\'ie\VS. The 
k-no,vlcdgc that land contracts are aln1ost ahva\ s recorded in lo\va ,,.vas 

~ ; 

l"SSC'ntial in designing the sa,npling procedure. 

Thr Sa111plc 

The sa,npling procedure for selecting the buyers and sellers to inter
\ ie\v and Lill' co11trac..ls to analyze involved h\'O ,najor steps: ( 1) A 
sa,npling of the t:ounties ,vithin the state to reduce as much as reason
,1 hly possible ha\ el and inter, ie,ving costc:;, and ( 2) a sampling of the 
l:incl contra<.. t transactions \\'ithin each of the sample counbes to obtain 
tht-- 111i11i111111n 1111,nh<'r of c.ontracts consistent ,,·ith the proposed analysis 
.incl li1nitation of funds 

'l\vo ctrhitrary <lcc.is1on-, ,vcrc> 1nade in sarnpling the counties of the 
... 1,1te. r,r..,t 1t \\\l'- decided to eli1ninate all counties ( 18 ) ,vitJ1 cities of 
2j_OOO or rnon' popul.1hon. Second, it ,,a., dccid<:>cl to secnre l\vo coun
tit·-, \\'ith111 c-.1ch of the fi, L' t cono1nic areas of the state. Except for these 
hvo re-,t,ictions. a rando1n sarnple of ten counties; \vao; dra\\'D The 
CllllIJti< s ,lit sho\\Jl iu rigun· 1. 

'I'h1· s,ullpling \\ ithin t·,1ch uH1nty ,vas accon1plished by lis,ting each 
of th(' i11-.talln1ent l,tnd conhacts 111 order of their appearance in the 
g1,1ntor-~r.1nlt>e incl,·, in the recorder's office for th<' tirne period July 1, 
1~)51. to [Hill' .10, 19"5G. \ rand,nn sa1nple ,, as dra,\'11 of e,-erv Nth con
l18.t t ,1t .t ratl' suflicient to\ icld tht> dc>.,in·d nu1nher of contracts. From 
thl -.an1ple thus Sl'CHI eel, all contracts \\'t>re eli11iinat('<l on urhan prop<~r
tit•, 011 fa1111 land of le,s than <>i'.!ht\' :itres, ,111cl fin less than a fi,·e vcar . . 
ten11. rhcsc dt>tenuin,ition-.. ,, t'rt' n1ade by re, ie,\'iug each contract 

[5] 
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<locu1nc11l i11 tliL• sarnpli-. It tl1i" prciLc'ss <lid n ,t) il'l<l enough contracts, 
an ,1dditional sarnple \\',l' dra\\'Il folio\\ ing the sar11e procedure. 

'-' ,. 
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Tlit. tlurtcen cou11ties shadell \\ t'rt· el11n1nated lro1n thl "unplt• l he 
fl\ e eco1101niL: are.is ,11 e 011tl1nt'd ,ind the 11,lrlll' of e,1d1 1-. sho,, n. F1gull-. 111 

the t\\'u c1n111til'' i11 t>,11.h eco11om1c ,11e.1 sho,, tlw 11111nlie1 of 1.:1111l1,11.ts ,11111 
b1ners for each connt\. . . 
.\'aftll<' of tlH l11.st111!111c11t Land ( 'untracl 

.\n c•,arui11.1tio11 of tl11· ge11l ral <"h.1r,1c. tcr ol th, iustall111e11t Lu1d con
tract n·, c•als an L'\.lc111,d :,,11nplicil) and intl'111.tl co1nph·\.it:. ()11 ih t.1c:c 

the i11stalln1l'11t l,111d c.ont1,1ct is l'\.,tt:tl_, ,, lr,it tltt· labcl i111pli<'s-an ,1g1e1.'-
111l·11t \\·lwrl'h:, n·.il prop< 1 t, is .,old. tlw p111 < h.1,1· prict• tn he paid in 
p,·riodic iust:tllt11c·nls. 1'11l' scll1·r ag11•1·.., to dl'li, L'r ,t dt·eJ to dl'scribl'<l 

real estate \\ll<'ll tl1t• h11:-,l·r ha, paid tlrl' spl'c.ilil'd ,1n11111nt of n1011t')· 

1'lic <'ffcct ol pnstpont11t!; tl1l I inal p,tssagc of l,•g,d titJt, is to crl'ate a 

s1'c1 11 it: int1·n·st i11 th1· ,l'lll'J. I II I o,v,1. a-; in 1nust pnisdiclions. ii tlie 
c.onlr,1ct ,o prn, id,"· tlil' ,L'lk1's "t'C'll t it, i11t11e,t 111,1, be 1•nforceJ 

<lirl'ctl:,· ag,1i11st tl1t· I.ind 111 ,1 '">11111111,tn 111l1·1-j11dici,d p1ot~·d11n·. It is tltc 
avail.thilit \ ol tl1i, ,11111111ar, n·tllC'th cu1n111011h called ,1 forlC'ih1n· t11at . , , , ., 

sets tlil' i11stall11ll'11l ldnd co11lr,1t·l ,tp,1rt f1 u111 othl'r st'l urit\ ,11 r.r11i;e1nt nts 
i1l\ oh in.~ l.1ud. 

Probing a htt1c <ll'L'pt·r, it ht>con1es .1pp,tr1·11t that the i11stalln1cnt land 



coutr.t( t is ,1 l<·g,tl-l co1101n1t· agn'e11H·11t iu, nh ing 111uch 1nore than pur
l liase pri1. t' a11d 111s t ,d I 11wnl p.1 y111c11 h. Fro1n a lcg.1 l ,·ie,,·point, it also 
should set h11 th i11 approp11 1 ,,·ntten languagl' all of th( arrangc1nents 
h1·t\\( 1•11 tl1t· p,utics i11cl11d1 J; p.irllculady thosl' concerned ,vith finan

t 1,d 111,1t l1·rs ,ind .dtt ru tint hnes of action in ca'>l' one party fails to 1ncct 
hilly hi-, c 0111111it1n, 11h I 1 111 .tn C'co1101niL· Yic·,,·point, the contract 
sho11lcl contain pnl\ 1<,1 >n'> co, t ring all a spec ts of the financial arrange-

1111•11t-; proti•Lt111~ !10th tie t 11rity interest of the seller and the equity 
1ntt·n st ol tl11• h11\ t•r, "1th nticular e1nphasis on those pro,isions <l<'
.,,gn1·d to f.tc il1tate p1·1 fon11,111cc of the contract as originally planned. 

L po11 stil l dl'Ppt'l ,1n,1h -,is, the install111ent land contract exhibits 
sn1n1 th111g nl a -.;p l1t p<'rsonalit; . ·rhc ,1grP1·1neut is ,1t one tin1e a contract 
t•f ~.tie, ,l t, pt 111 laud tran-;lt•r. and ,t <;t·c:nrity arrangen1ent. \fuch of 
tht· lt•g,tl cc1H10111ic u111t t·rn "ith the in'>tallrnent land contract is directed 
to an ~fl1n t tn Ii 1r111t>lll/t tlit''it' con I licting facets of its 1nakc>up. 

Co11tra, t of Sale. lllstallrnl'nl lnncl c:011tr.1cts should not he confused 
" 1 I l I otl ll r t, pt s of t Oil traL ts of ten u tilizcd in the course of a land sale. 
( 1111t1,H l11.il options to purchase propett\' are lairl: e.is1l:· d1sting11ish
.tblt-, l111t the dilfen·11<.<' liehvC'en tlH· installinent land contr.ict and the 
c·111111non hi, 1d1•r cnntr,1cl i'> not quitP so ob, ious. 11 The binder contract 
is th1· ill'iln1111t·11t tl1at n ·gul.1t1·s the rights of thP huver and seller be

'"' c11 tlJt• l1nH· of tl1t• i11itial agree1nl'nt to t<'nns ancl ccnnpletion of the 
s dP. 1 hi., sti1dv 1s l01tc:cn1l'd ,v1th neithl'r the legal requirements nor 
tCono111ic cons,·quenc('s nt s11c:h hindt'r contracts. 

·r1ie in'it,1ll111e11t t111d contract is subject to the same general legal 
1nd , t n111H11ic st.1ndards as an\' other contract of sale. Thus, under the 
n1h:,; ol 1)tl1•r and acccptanct•. tl1e contract of sale is consu1nmatecl ,vhen
t \ 1·r l11rn• Oll urs a rnceting of the 1nin<ls of the parties. regardless of 
the f.H t that tlu'y inh·nd a latt' r forn1alization of thP agreenient. 12 '[he 
contract 111ust bt s11pportt->d h\' cons i<lerntion, bnt this is rarely a prob
lt'111 iu tlie nonn.d installn1ent land contract because n1utual promises 
.1r, 111, oh <'cl . The trouhlC',01nc problc1n is th(' application of f'conomic 
st.111d.inls tn the , ·.1rio111i pron1isPs 1naking up the consideration. such 
.1-, purch::bl' prite, i11stalln1ent '-.Cht•dul<'. intf•r(•st ratt'. prepayrnent pri,·i
lr~t', acc,,It,ration 11f pa, 111ents, and sn on. 

·1 lie agrrc·nH·nt nf the parli<>s 11111-;t he definite and certain as to all 
t ,;sentinl n1,1ttt rs, 11r nt ]past n111st b1• cap.lhlc of hl'ing made certain 

11 Sc,· , 1,cr.1ll\' :--:0RT11, ""~ RuRr.:--.; & SMITH HE\l E~T\TE r,,__·\-;C-1!'s1: 191-92 
1()2 , H111t ,, I orfutur nf /11 1111/lllrnt I arid Contr11rt, 12 Kan. L R""· ,iS0-81 
1901 . i\olt; 1'orf, •tun• and the Io tt a Tn )1allmcnt La11d Co11tract, 46 lo,,.t L . Re,·, 

786 H16 I ). 
1
2 Stt ~lc(.(•or~e, \\ h1te, 29"i Kv. 367, 17-4 ~ \\ 2cl :">1~ ( 19-13); Cal<l"t'll , .. 

<'1111 101\\ \ 1 'i.'.i3 15h~[.55(1930). 
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throu~h n.>sClrt to <:StJ.hh,hcd iult, 011 ... tn n 3 1h 11un1 nurn l ~.ti 
ec;,t uti,tl terrns of an iu'>laH1nt nl land L r .i t Hl ludt thr fin~u I ti 
,ur,u1g,·1n1·nts pun hase pncr and repa) 1ncnt scJ1e<lule, a description 
of the l.n1d "·lnch ide11LiJ it, Ult: prop, rt) \\llh reasonable c~rtau1tv, and 
., dr-s1g11at1nn of the parties to tl1c eontract It 1s not es<:cntial that all 
It nn of tht c.outr:H:t b<' 'Pt llC'd out nt the tune the ntract 1s rnade 
so li>11g ,is the n1e,111s a,t sp 1f1cd for <le ,ding tl1t rn .. ltters I ft for 
future dPt1 1111ination 1~ ·11,e , 11n1n1u1n essential on nu term f an 
1nst.1lln1,·nt laud contract 111 hide , n1 ng ,tl1t P, u1 , 111 .trrang 11 nt.s 
th.it ,LIC lt:.ISUll.lblt and I quitahlt Ill h{!ht f the ,1,tu1 11J pr <;r•(.tl\e 
1 c1J11on11t: qtu.ition, ,u1<l 1no, ,,,ons ,cthn ' f rth ti n •l l\ ud duti !i 

uf th, p,irtu.s \\'1th suff1c1tut c.l.u1t, a11d c.on1pltt ne.., t l trnnt b th 
sell1 r and l u, 1. r to 111,d-:, fut1111 1 ton n11t 1l.u1 \\ 11..il l L I f1 
di:nc.t· ,ind l) n~t' the p1opt rt, 1, a I 1s1~ r ,l l n d1t 1 • n<l 
\\ hl 11 IH'('G1..'J. 

J'rau fer vf L.111d. 1 he f.1c.t tlaat rtJI propert\ 1 tl :.ul J 1.. f the 1n 
stallrnt 11t c.Olll1,1c-t ,1ffcc.h ltg,tl nill.', ~tl\1..rn111g t)Je tru1.,.1ch n I ec.n1st: 
,tn 1nten st in land I'> tr.ul'.ft rrt l thl 1..ontI .1c l ,nu~t b t:\ 1dcn ~ed b) a 
"nltl n u11 ,no, ,111dun1 tu ht 1 11h 11.:c ..ihle Hndet tliP ~l,ltut of Fr.iud~.1~ 
'I lat 1n'>l,illn11 nt l.111d (1111l1.1LI h ,1 rec rd,1ble 1nstru1nc11t under lO\\U 
l.t\\', .ind the 11111,'cnnlrd 111tt1,•,t ol I c ntr,1tt purlhn t>r n1.1\ be d1-
fe.1tC'd I)\ n St'- ond sn ll· In thl' ,1 Ill"', to ,1 b 11:1 f 1de buyer 16 ln rnost 
I.ind 1·1Jnlr.1ct sit11..il1on.,, Ian\\ 1, 1 r tht bu\ tr \\ ill be 111 p -,st:',s1on of 
the f,1n11 ,tnd 111, po,.., s~1011 \\ ill lH 11 ll1c1 nl h,, nit< I1.. -.t \\ luch ",II 
JH1 \ { nt ,1 s11h..,t•qut 111 li11! l I f 10111 lit 111~ ,1 ~ood fn1th purlh,1,er.17 

\nutlH 1 and 111c ,t 11npnrt int ran11f ll ,ll1t II uf t11e 1,H'I thnt land i., 
till s11l111.. t of th, c·or,11, tt 1 tl1P t It, tl 011 the· ,pt1..1f1c; nf ,r b1ht 
111 tlit ('1111t1a1·t ·rr,1d1t11lll.llh (Olllr.tl ls for tlat ,,tit lll an llllt Jl t Ill r .11 
p1' '[H'l I) h,1\ l b, c11 ,pt, d1c-.ilh I nlorl 1'.tl>ll' 111 t'l!llll\ 1 I his n1lr 1 the 
soun,• of tl1< du 111111 ul 1•,p11t,d1l c-011\c1,i111, \\hah ha, ,t l H1found 
1·!!1 { I Ill .ul111,t111c: tl1, I I~lih ,111d d11t11' (Ir p.arti< s 11) llhh1lhn nt I ,no. 
c c111lr.1ct . l 11d1 1 1l1t d1i111 int 1)f 1•q111t,d,le l t111, r n..iCln n1H I zi11 enforce~ 
.1hl1• l.111d u 11tl,1, l 1'- 11ll1,11111111,1t1 d :In p111 l'lt,l\t•r bt t.Ollh, thL' t' 1u1t 

l ~ I ~,.11 J \ 11 1tf I I I Ill' 111, ( u' 251 Ill\\ I ( 6~ 10, ::--. \\ ..!d ( s l ) 
11 rl1<11 \ U 1111 c 1, r ..! 1 \tm11 I IS fltl :--: \\ .!ti 7f-.. I H)- I \\ un, C'1l r , Cox 
l I !-i ( I ' 1111 ::; I' .!. I fl Jl) ( I U3 I 

14 ~,t \~11r11 ,,-(A\\tl lni-111" lll3 C111,r lfl"J..!) 
,., I "1 l '11d, Ii..!.! ..:. 1:l ~ lUb.! I, dL 1.d I ind , 1111 -.,~11nll C,1 , ll td1 

117 1, \\ 1 18 125 N \\ ::-. 7 tcJtn 
IGJn 1 (',d, § "i S II 11 (,.,! II II, H"1 d1b l11r 21'i Im\ 14]0, {,2 N \\ ~d 

7SI 11:,il. 
17 ~,, ~111c,1, , I 111,111 IJ ( 11 27fl IL>\\ 1 1HiS 
lU s .. , l'.1 l\\11h \, loh11,t)II, 211 l1J\\ I 10 ',') N.\\ .2,1 'i[)(l 1 !CJ), Do\\11 \ c~1HH, 

.!3'5lol,1ln2,l'iN\\ .!d2lti 11111 ,5\\11J1s10" l'o-.;111\lt'- 1119 He, ,d 
[')17 ). 
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able owner of the property and the interest of the seller becoines a per
sonal property 1nte. '>t-... ·tu ed claim for the purchase price.19 As 
between the parties equ1t.1I e conversion is invoked in allocating the 
benefits and burdens inc1d 11t to O\\'Tiership of the property.20 With 
regard to third persons ck ding \Vith the contracting parties, the doc
trine is utilized to <letennine the disposition of the interest on death 
of a party21 and to ascert.l·n the pO\\'er of creditors of either party to 
duectl) reach the land iu t1sfaction of debts.22 

The fact that real prupc.r _ rather than personal property is involved 
in the transfer un<lcr an 111stalln1ent land contract is of little or no eco
nornic concern. The basic econon1ic concerns regarding purchase price 
and other financial arrange1nent.s are the sarne for both real and personal 
propl'rl). The process of\ aluation, the length of term of the agreement, 
and other procedural 1natters may \ ary, but the concept of a fair mar
ket \alut' and a repayment schedule based upon anticipated income are 
the san1c. 

Security A, rangcnient. Hecognition of the fact that the installment 
land contract is essentiall1 a device for securing real estate credit is 
the key to understanding the rights and duties of the parties in carrying 
out the contract and upon breach. \\'hen the land contract seller is 
vie\ved as a secured creditor, the buyer as a debtor, and the land as 
st>cunty for the debt l the balance of the purchase price), the installment 
land contract looks very sin1ilar to other types of land-based security 
arrangements. 

'-' 

In Io,,·a, the mortgage is the only other security device directly in-
voh ing tl1e purchase of real estate that is recognized by the la\\'. More 
accurate!), all land-based security arrangements except the installment 
land contract rnust be enforced as mortgages in lo\va.ZJ Thus, any ar
range1nent such as a deed absolute or a deed of trust intended as se
curity is enforceable only as a mortgage. 24 Similarly, Lhe reservation 
of a pcl\ver of sale by the mortgagee is ineffcctive.25 The Io,va courts 

l;i l , r~uu \. r--.1 ctcalf, 201 Iowa 1208, 207 J\:. \ \ . 382 ( 1926), Cun1n1ing v. First 
'\,1t I Bink, 199 Iowa 667,202 :--:.\\'. 556 ( 1925) 

2 '.'lu• Paz.1wich \.. Johnson, 241 Iowa 10, 3Q N.\\'.2d 590 ( 1949); Flower ,. 
Cn11k,b.111k, 77 Iowa 110, 41 N \V 587 ( 1889) 

21 ~u :\e,, btrn: Co. v. Shannon, 268 ~lass. 116, 167 t-. E. 292 ( 1929); Clapp v. 
Tu,,, r. 11 ~ D 556, 93 N.\\' 862 ( 1903). 

:!2 "~r '\ote, Ri~hts of a Judgment Crcd1tnr Against a Vendor or \'cndce Follou.ing 
a11 I rcu,tnry Contract for th, Sale of Land, 43 lo,,..i L Rev. 366 ( 1958 ). 

23
S11lll\a11 , . .1--.!urphy, 212 lo,\a l.'59, 232 :\.\\'. 267 (1930), \1orton Fam1 ?\fut. 

111. As~·n ,. rarquhar, 200 Iowa 1206, 206 !\'.\\·. l:!3 ( 1925) 
24 

,e \\ 1tou,ck & Co. v. Holt, 224 ~ \\. 530 ( lo,\a 1929); Hinman,. Sage, 208 
I,,, 1 J~2, :221 .:--.'.\\". 472 ( 19:28); Fort v. Colby, 165 Iowa 9,5, 144 ~ \V. 393 ( 1913). 

:!" '-ee lo,\a Code§ 654 l ( Hl62); \'arner "· lnter~tate Exch, 138 Jo\\'a 201, 115 
~· \\ 1111 ( 1908). 
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,111 1,t11111(h , ,~ilant 1u gt ,1nh11g a~ 1 
d1•btnr'<; 1ight 1111dlr 111orlg,1g1..: L.1\\ t 1 

f, rrl'd .i<; st cunt, -
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Ill 1 , fl 
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11 l'n I 

urn, ent a 
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E,ctpl 1n 1.. 1st> ot ck fault,,, lu thtr tht '>l unt, 1n<;tn11n nt 1s dr,1fttJ 
.1, 1 1nort~.1gL 111 a laud ontr,H t 1na\ he if 1H Hl 1u1 ( n crn The 
purd1.1~1• p11cL du\\11 p1,n1tnl 1nf<1L,t 1,11 1 I 1, t ,1..h dull ,r-
r,111~P1n1 nts ::h to t.1,1, uhur,111C.<' ,111cl up\.. < p I tl c Ir l (rt, • 11d other 
<;i111il,1r ri!..!,hh and dntic, 111 n b, 'hl' -. 1111 \\ h thcr tit: .,, unt, ar-

11 f 1 t th , 1r ,uni! 1r r,111g, 1nc·11t i, .1 1norlg,1g( <>I ,1 I 111d tOntr,ll t 

a<; a gtn1 ,.ii ,ult> 1 ,ccpt tli1l th,· do\\11 p,n11 1 

le)\, 1•r 1111dL1 .in 11htalln1t nt l,1ncl (onlt,ll t th.111 

I', 1 1 lh 1 'ruf 1 1nth 
u11d r 1111t..,.ig thJt 

call, fur rcp,1, 111t nl nn 1nst.dln1cnts. 
·1 h,· 11111l 1p.il ln11dC'11 of tit, 1n~hlC'11ct 1p1 n I 1.:;~1h 111.., .111 s cunt\ 

,11, .in~, 1111.. llh t'\< t pt land co11tI,1 h, ,is 11101 t, 1<; ti n 1nue111C'nt 
th,1t all 1IH•1 l!.!;,t''l '- b< Ion clo,t d b, a ,t,1tut I l' 1 ii \t l ut1on ~ale 
fnnn \\hith .1 one \(ar pt11 Jc! oi tld11npt1011 J<; p• 1,1drd -- lnst,1lln11.:nt 

l,llld ('Olli] :l.l h Oil 1111• 1)the1 h.1ncl, 111:1\ lH r irh lit d ,u 111nh upon 
tl1111, d,n 11nti1 c of dcf.1ult ~ 'l ht di,;t11H t1011 l>t l\\t t Ii tht 11..,;hh of ,l 

111,1rtc;,1c:, t' .111d to11l1at ! ,t>ll11 111 1t ,tliLi11~ '1l i11 tht ir 1t ... it t1,e ,e
c111 it\ inlt H ,h 1<; ",,II e-,t:.1lil1,li, d 111 In\\ ,1 29 

Forf1 il11r1 i, th< .1ttnln1tt• tli 1t gl\ L <; , it,1lil\ t tl c 1nc,t lhncnt land 
u111tr.ttl. l'orf< it1111 111.tl,,, 11·n1Hllllit,1lh f,•.1-;1hlt tltc 1 '-Ch..t,1tion of a 
,·c·r, lo\\ du\\ n p,n 111tnt \\ itlt lithor elf ,11,1hl1• f, ,1tu11, t f .111 in,t.1lhnt nt 
t1.111-..1c.t1n11 It 1, tilt' ,l\,oc 1:.111111 ol ,l lo,, dn\, n p,1, 11H nl nd tlH' fllr 

lvittn,· 11111, i,1tH1 th.it 111,1kc, .in 1n,t.1\l111t nt l.111cl to11h,H. t h 1th .1 lC'g.il 
an,l ,111 1 t·t111, ,1111t i11,tn11111.. nt rhe 11niq11l I, ~.11-, t nn ntic nature of 

i11,tall1111•11t l,111d t 011l1.1ch is th,, lt1t us of this ,tuc.h. 

SnnH' of the t·,111tl1tHH1s ,111rc11111d111g tl11 11, "-!•Iii tlion ,111cl con1plction 
of the l.u1d c11 1lr,1ct \\'1 H' ,t11clil d I h,·, 111cl11dl tli,• d1,11 ac l<'rt,tit., ot 
tlll' Int\<,._ ,1nd ,, lh·1, thv t :,,pt ri1 nc·e ut lll1\1 rs\\ 1th the 11,<' nf l.111cl 
L't1ntr,1ets. "hll ,11ggt·,t1·tl .1 Lind t onlt.1ct, "In ,1 I.ind tOntr.1ct \\',1s 

Sl'h·cted. hn\\' 111.t11, buv,-r, h.1d It it d t,1 olit,ii11 1tHH 11!,,l~f' t rt dit ,vho 
prPp,nt•d the cn11t1.1ct. to "It. t 1 :--.tent 1'.1n1t·,t 111u1H'\ ,ll!;l 1'1'11H nh \\ ere 
11s1 ·d. 1t•p1 l'Sl'llt.iti1n1, about tl1t• f.trn1, p,11 ti, s IP tl11• t Ptilt,ir.. t. and 

n·corc.1.tl ion. 

~1'Sl't' l\1u\\11 \, ll,n111n« , 233 IO\\ 1 5lll. ltl :'\ \\ 2.1 (if, 1912 1, :\I (~ulfl, 

II.dl11r,H1 1S2 lo\\,, 2tllJ, Hill'-\\\'. lt,, ( !UH 
:n 111\\a < Ptlt § ti2S l llJb2) 
2R I (1\\ :l ( lll I,. § (, ,b 2 ( Hlh2 \ 
29 Sl'e \\,.,t,1111111 \ H11d, .:111 I,\\ 1270 .21~;:...: \\ 1,1 l ,-, 1),1\\!ll'\ , 

H1~ •s, 102 lt1\\ 1 ss 711 i'\ \\'. lrnll ( IS\J7 ). 



( ha,at tr ti~·t,r \ ot H1111 r\ and S, 111, \ 

I J u11dt r t 111 I, I !i<;ti11gui,liin,.:; f,_.,1t1111, nl In\\' do,\'l1 pa)'Inent 
111d f , ft 1t11rl 111 t uli..t1 11, .. ed-, of an 111c 11 .1-,1111.1; 1nunb1·r of .sellers 
11u..l liu\t I'> <11 l 11 I 1 -,0111L 1nforin.1t1011 \\'.l' ulit.111lt d in the fiPld 
t11cl) on th1 1 h 11 1 t, r 1 <; , f thos,· \,·ho 11'i1 d l,111cl contr,IL ts. Infor-

n1111111 t ltc1h d 111 lud 1~1· 0Lcup.t1io11al t·,pt rienc.1 otl1t r property 
lillld1n~s .111d rPI t , I I to th, .. otlJt•r part,·. 

Tiu· Huyrrs ·rht bu rs \\'t•n· older tli:111 antic. 1p,it, d ,n1d the large 
11u111l l r nl 1 ,u, 1 r, ,, li v1•r1' f itt) ) t .1rs or older \\',ls "'rprising. 'f'he 
1,, r 1 ,, •• 1~1 of di IHI\ 1 r-, \\".1<; 1117 .' 1•,1r,, "l11c. Ii ,v,1, alrno ... t as old as the 

.1,, 1,1g1 of ,ti) lo\\ 1 l.111111 r-, ul 17.7 ,ear~ \}th1111~l1 li.llf of the buyf'rS 
,, < rt' 1111d1, f,, t, , c• 1r<; 11f .igc ()Jlh a <;111,dl propur tiuu ,, t·rt· ,·nungtr 
th 111 tl111 t, , , .n .1nd 1 S p1 r < 1 nt ,, 1 r<' o, 1·1 ti/ t\ ,·,·ars of Ut!t'. The 
.1gt' ~fllttp c cn1t.111111l':! tl1t 111ust lnl\ 1•1., \\ ,l'> tht• ):°l-'11) , <'.tr (!ro11p ,,·ith 
thi, t, fn,,r I 11, 1 r I h, .1~•· d1-,t11b11t1on \\.t<; ,t, folio,,..,: 

H 11 , 111 ) ,·an 
l I I, 1 2-; 
l - )II 

- I -'7 ,n :11 
3i l9 
H> 1 I 
I> l(J 

'30 i 1 
-:,; i I 

1 o .111d 1, ,·r 

\'1u11hcr of R11yrrs 
:') 

13 
~s 
1 1 
2S 
21 
12 
l 3 
3 
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11 l .1, r.1g,· !>11\ tr Ii.tel 0111)· ,tl1011t I( 11 to f1tt,,1 n ,., .1rs fro1n date of 

p11n li.1 1 hcfn11• hC' ,, onld p.l,s !ti.., 1n,1\.irn11111 phy,ic .ti , 1~or and nnr-
111.,lh \\ 1 11ld I,. Ildul 111~ h11, f.u 1n111~ opt r it11,11s or hin11~ so,neone to 
l i .1 p trt of till l.1h,11 th,tt ht· f,,rr111·rh pt dor111, d \fanv nf tht' h11ycrs 
,, r I ft, \L,IP, ,it ai~e h.,d dr1 ,1ch· rt•,1ch1•cl that stage. 

Ir, n1.1ll\ ( ..1<;1•, tlH• IIIl\Ht ,,1011 ".1, ,tr()ng th.it tl,e lnl\ f'r \\'as fnru·d 
111t 1 ptirl h.1,111~ n f.urn bv I l01101111c n<.:1 ''':isit\ I hC' tc11,1nt f.1rrner '"ho 

1 111 I n, t r tH ,, hi" I, 1<;1' 1 r nhta1n .inother tt'nanc::-· Pither ho11(!ht a 
I II n1 r p11t f 1rnung I 11 111.111, c.1s1•<; the l.1nncr's lack of training for 
11 1 I inn 111q I ,1111 11t t 111 l t1,t h p11•cl11d, cl a frf•c chot(C in this 1n,1ttf'r 
11 p 1 ,,l il1t, of ol t tu1111~ 11 111fan11 \\ 1Hk ,, .1, re ,nail' for n1ost h11yf'rs. 

11 tic ul 1rh tho,1 o, l r thrrh t I\ 1 , , ,11, of agl 

lit d1ta tl\111 thtt on th1 l\f'J ,,.:;e thl' hu,tr, \\h 1 \\trt rC'l.1thf's 
t the 1r "< II ,.., "' rt· ,oun~•, th.in th ,1 \\h l "' rt' 011h fnl'nd, r \\ere 
tr. n •• r \Ith, 1 rJi the d1ft, rt n cs .in1 ng the 1\t1nge<. \\f'n. not large 
r I l th11 l\ t 1gl t \ <',lr f ra·nd, f irh thr , ,·ar,; i!.lld stran~ers 
rt t , 1, 1r, th chff, r, n L,; ,,ere st,1lt tJc-.dlv s1g11ific-nnt 7'h1: older 

ll 
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b,n t 1 tt 11 1 <l to h.1, P ,1ccumul.1ted .i I r net \\ orth and to hrn c 
1n.1dc .1 l.irgt-r do,\ n p.n n1ent 1n pr p rt n tt th purchase pn e 

\llhough I , cxp1 rH 11 111 n) h, \ r r 1 11 l d I h t >r farm 
111 th1· J "5j l,11, 1 r 111 th1 , 11111 It .\tt uru t1 th 1t11 t f 1rrn O\\ n r ftt t 
1n,u1, lllllll 111.it1 111-, of ,,ork (''I 11t 11 () "l t1 11 It xpl'ntn t fr m 

,1g,· 10111 l t ll lo tht .1tt 11111n 111 f o,, 1 1 r hp n It d d \\ c rl 1 ~ tl 
ho111c I 11 11 1 .in I npa I I I .unrh I.ii rl 1 "1 rl..11 , 1 l f 1n11 lur I h l 
Jtllllt , pt I llr n , 1th f 1tlicr ,,orkrng ,1t 111 nf.1nn or ff farm mplo, 
11u 11t 11ul1ta1, ,1 n 1c1 and l.1nn1ng 1, 1 t , nt 

'I hl' bu, Lrs .1, c1.1g1 d ~~ ~ \t ,ire; of f,1n 1 l 'l 1 Ill t \I 1t n thrrd 
327 p11 , 111 of !ht ,i\tr 1~<' h1n r's occup,1t1 11.11 t\'P nlnce \\a, 

~p111t.1s.1fa11nt111.111t.111dnbouton fourth _h,1 rt rt 11th h 01 

f.111n ht lor, tht bu,t1 h<!.!;.lll ,~11k1ng I r I 11n,1I I , r1 11 unt 
of l1n11:• sptnl 111 t.1d1Ollllptllon.111,p11H11c1 1 f irh 11 ,cir of 

.igetotlH d:111 ot th, 111l11,1<:\\'lll,t\ bt \u1111n11 cl 1 11 "' 

E,111 r/1 IIC( 

011 I 1tJ1c1 s f 11111 
F.11 rn Jun, I 111.111 
l'.1tli( r ~011 Jg11 nlu1l 
;\ ltht 1n ~,·n 1u, 

Off-f II Ill \\ 1)1 k 
r.1rr11 l,·11 1111 

l•.11111 I)\\ lltl 

lh·fm, l111\ 11 i..: I l11s f.1r111 
\flt r l111, 111g !hrs t.1rin 

\ I r 
\ 11111l1 

- I 
l I 

t 
I U 
.2 ~ 

" -
I -

2 ':i 

) 

I 

-

- ) 

I ,111d tu11tr.llt l111.111l111g. 1n lu\\,l du1111g th, penod 11nd1 r stud) 
,1'1\ ,•d tltn, t, p,•s (If hu, t, ,: l F,1rr11 11•,111 d p1·r,on,; "·ho ,1ttaincd 
O\\'Ill'rsli1p, in lltl• t1·11,t111, ro11lt• (ii Ip, 1 c, 11t ) f.1n1111 H<' l pt r-; rl '> 

\\'Ito l1 ,HI not l11•c•11 .1 lt11,ui1 h, 101, h, t,1111111).; ,111 ,1\\ JH'I 22 7 J tr ltllt 

,111d ( ,) Jll l',1111s 11t1l 11 ,ll ,·d 11 1 1 l.u 111 1111 l11d111g thr, 1 "1th no f.1rrn 
1•,p1·ri,·11c1· \\ lt.iho, \II lo~ Jll I l 1'111 

'I'll(· 11 < e11t ti, 11d .11no11g n, ,n, < 1 < dit ,1g1 11t·it, 1, It g1, < 111t 11 n~u1g 

,,·1•1ght le) p1·1-.1111,1l ch.11.11 It I i~l1c, ,if 1l11 hot n1\\ t I p. rill ul 11 h thl'ar 
ahilitv t,) 111.111ng1 ,1 l,11111. ) < t 11t .irh <111, tla11d of th, I 111tl lOntr.u.: t 

ht1)( IS did lltJI h,I\( 111dt•pt 11dt11! t,11111 111,llt,lglllll 11t t\JHlltll (' h 

It 11a11t opt r,1101, p11111 lo htl\ i11g tl11" l.11111, .uHl ,t ft 111 tl1 of tll{, ,, 1 H 

,nit c,v11 11•,u,·d 011 .1 J.11111 lit,· ,Hh1,il11lil\ 111.1111•1,1111 \\1thn11t l'X 

p1·1 i, Ill t· 111 l.11111 i11.111.igt·111t 11! 1111, 111g ., l.11111 "1tl1 n 111" dt '" 11 p.n na·nt 
i, ,11l 1j1'l'l lo •11J1•.st1011 1111111 tl1t• \It\\ 11111111\ I)( !,,1tli ~1•ll1·1 111d hu\ P.I l ht 

of tl1,• \\ ,·.rkl',t link-, in I lie i11,t.tll111l'1ll l.111d l on11.11 l l lt.ttll 1, th< I tlk of 

lat 111 111,111,1g,·11w11t 1 'IH, i1'1ll'1' of s11t Ii ,1 l.n ge pr 111101 lion ul tl1t• htn tr, 

\ lost of tlH• IH1) 11, ( l '>.l) dul 11<1t ti\\ 11 .n1otlt1•1 l,11111 .it lhl· t11n1: of 

h11~111g tJi,. J,111tl 101111:11·1 {)( llil' l\\1'111\ 111u· hu\ll'- \\lro t,,,111d ndd1 
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tional land, se\'enteen o,vned one other fann, h\'O 0\\11ed t,vo other 
farms, and t\\'O o,, ned thr e or 1norc other farms. 

Each buyer ,va-, askC'd "·hether he ,vas a native of the con1munily 
in '"hich his fann \\as I cated .. -\lmost hvo-thirds of them (99) an
s,vered in the affinnat:i, Of the other fifty-fh·e, six ,vere from another 
place \\·ithin the county, for ty ,vere fro1n outs ide the county but \vi thin 
Io,va, '"hile nine 1n1\ { 1-, ,vere from so1ne other state. 1 [any of the 

• 
forty-nine buyers f om utside of the county in \\hich they purchased 
their fann<; stood a got d chance of experiencing organizational and 
n1anagerial difficulties Juring their first fev; years as ne"v o,vners. 

Only one buyer of five ( 30) indicated that the seller was bis parent; 
and one of ten ( 16 said that he bought the farm from an in-law or 
other relative. Thus, 30 per cent 1 -46 ) of the farms ,vere bought from 
relatn es "bile 70 per cent ( ! OS) ,vere bought from nonrelatives. Only 
one of four ( 36) reported tl1at the seller ,vas a friend while almost half 
( 72) of the buyers reported that they did not know the sellers before 
buying the farn1 A.nalysis ,vas rnade to determine whether kinship 
behveen buyers and sellers had an influence on the terms and conditions 
of the contracts. Some interesting relations are sho\vn. 

Buyers ,vho bought from relatives tended to achieve ownership at 
an earlier age, to make smaller do,vn payments, to pay lower rates of 
interest, and to n>pay o,·er a longer tenn of years. Those who bought 
from relati\'es kne,v less about the la,v on land contracts and the content 
of their contracts. Their contracts also covered less completely and 
less clear!: .dl of the itt'm~ that might ,vell be in a land contract.30 

Th e Sellers. The a,·erage age of the sellers who were intervie\\1ed 
,vas sh:ty-fivC' years, ranging fron1 forty-eight to eighty-seven years. 
This ,vas about hventy-fivc> years older than the buyers. ~fost of the 
sell<·rs ( &7) ,vere fanners-fifty-nine retired, n,·enty-eight active. Next 
in order of fre<1uency ,vere business and professional men, twenty-nine; 
,-.:ido\\·s. nineteen: and miscellaneous, nineteen. 

The sellers \vho ,vcrc active and retired farmers charged lov1er rates 
of interest than did ,vidov ... ·s and business and professional men. This 
association \\'as probably due to the fact that active and retired farmers 
tended to sell their farms to relatives, while ,v:idows and business and 
professional ,nen tended to sell their farms to friends and strangers. 

~lany of the sellers did not depend entirely upon annual payments 
under their land contracts for current farnily living ex--penses. Almost 
half ( 76) of them o,vne<l one or more other farms, and one of eight 
O\vned so1ne other business. Of those who owned other farms, about 

30See Statistic:al Appendix, p. 121 infra. 

(13) 
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half O\vnc<l only one other far 111. a f uurth \\ ncd nvo Lnrns and the , 

other fourth 0\\ ned three or 1nore f.1rn1s. 
Practicallv all of the land-contract tr ,u1s.1c tions ,,·ere hen,·een t\vo . 

prn ate parties. Onl: ont' in fifteen ot the land contracts 1nYoh·ed an 
individual huyt•r and a n )npri\'ale seller-of ,vhich seven \Vere estates, 
hvo \\'ere corporations, and one ,vas a partn1·1ship \ll nf the buyers 
\Vere private inclivi<luals. 

Experience u:itl, Land Contract\ 

Typical bu: t.•rs \\'ere having their first t>:-.:perH'nce "1th i11,tull1nent 
land contracb. Only ci~hteen of the,n had used a I.u1d cllntr.1 t prt.>\ ious
ly. For rnany buyers this ,vas the hig fin.u1c1al tran,,ll ti, n ol their life: 
it could n1ake or brcal thern a~ I.inn operator,. 

About three of four of the thirtv-three sellt•r-, 1ntt r\·ie,ved like\vise 
1eportcd no previous C'\perience ,, 1th ,1 land C'ontract. St>,·en sellers had 
sold land by in,talln1ent contracts previousl1-h,·o of them n,ice t'ach 
and one ( a hanker) had used s1:-.: land contracts A larger proportion of 
sellers than h11, ers had pn', ious experience \\"ith land contracts. but 
for most of then1 the present sale "as their only experience. 

lTnfamiliarity ,,·ith the instrurnent and the lack ot npportunity to 
learn h, experience n1ake it desirable for s0llt1 rs .ind hu, t rs to g,1in 
as rnuch kno,, ledge as is reasonably possible about land contracts he
fore beco1ning c:on1n1itted to the agrec1nent. An atton1ey consulted in 
such a situation should take pains to e:-.:plain to his client the legal con
-.equences of \'arious provic;ions in the contract 

\Vho Suggc.\ted a Land Contract 

In less than a fourth of tl1e casec; the huver alone suggested the usl 
ot a land contract A sale on contract ,,·as usualh· suggested by the seller 
or some third party. according to reports rnade b) bu, ers. Those ,,·ho 
suggested the use of a land contract n1ay be s11111111ari/t'd as folio,,., 

\\ 'ho <:;11ggc~tcd 
Sl'llcrs 
Bu, ers 
Sellers and Bin ers 

N11n1bcr of 
Contracts 

62 
36 
30 

\\"ho S11<' 'l'sted ,:,>-
Real Estatt> Brukers 
L,1\\ \l'fS 

Others 

1''11mbcr of 
Contract'> 

17 
4 
:'5 

154 

\\ liy Land Contract \\'as Selected 

A. (1uestion ,vas raised \\'ilh each buyer .1s to th1..· c11ief reason a land 
contract \Vas selected rathl'r tl1an a TIHll tgage. 1'ht> re,\ctions of the b11\"

ers point specifically to one 1najor charactt•nstic of typical lanJ con-

[ 1 I J 



tracts lo\v do\, n payments, as their reason for p referring this typ e of 
transaction. The replit.·s l ,t e classified as follows: 

\\'hy Selected 
Lalk of cash for high do\\ n I ment 
Seller \\"anted tax ad\ nntage o lo\V do\.\·n payment 
( ornbination of the t\VO preu ding 
Seller \\ anted to keep r 1one) n1, ested in farm 
Lo,, er r.1te uf interest 
\1 iscellan{·ous reaso11s 

Number of Contracts 
62 
32 
10 
9 
3 

38 

154 
.\ lo\v do\vn p,ty1nent n1ay be advantageous to both buyers and sellers. 

T) pical huyt>rs <lid not have enough assets to n1ake a high do\vn p ay-
1nt.•nt ,, ilhout depleting seriously their operating capital. Typical sellers 
\v,1ntecl a Jo,v rather than a high do\vn payment to realize an income tax 
ad\·antage hy spreading their taxable gain O\'er a nun1ber of years. Be
cause the interests of the parties usually \Vere not in conflict, negotia
tion on \Vhtther to use a land contract or a 1nortgage was unnecessary. 
J nsofar as the bu) l'rs \Vere informed, only hvo sellers raised any qu es
tions or objections to the use of land contracts. 

Ot the 1.54 buyers, nine took over land contracts from other buyers. Of 
these nine, seven took over the contract under the same terms as the 
original huvt'rc;, v, bile in t,vo cases a ne\v contract \Vas drafted but sub
stantial changes \Vere not 1nade in its tenns and conditions. The original 
buyers ga\e up their contracts for a nun1ber of reasons, including pay
n1t·uls too hard lo meet, poor health, did not like farming, \vanted to 
hny .1nnlher place, \vanted to move back to home state, and the original 
buver \\'as a stra\v rnan to hold the deal until the real buyer returned 
frorn the armed service. 

, 

The question ,vas asked of the sellers: \ \ 'h y \Vas a land contract used 
rather than selling under a mor tgage or having the buyer finance the 
p11rcha.st' elsev.,here? The reasons given \Vere that sellers ,vanted to help 
the buyer, the buyer could not n1ake a dO\\'Il paymc>nt lare;e enough to 
use a n1ortgage. a land contract ,vas the only way the buyer could get 
started, the buyer ,vas a son, the buyer needed to save capital to invest 
in rnachinery and lives tock, and the seller sought to reduce capital 
g1.ins income tax. 

Atailabtl1ty of Jf ortgage Loans. Only thirteen of the 154 buvers re
portt•cl that thev had tried \vithin tv,'o years prior to buying under a land 
contract to obtain a n1ortgage loan to purchase the same or a comparable 
farrn These bu) ers had contacted the F armers H ome Administration , 
insu1ance companies, loan companies, banks. the F ederal Land Bank, 
and the seller. 

[15] 
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·rhe reaso11s ,,·hy tht· buyPrs undC'r land c nt1,H.t'> did not negotiate 
a mortgage loan, according to their replies "·ere: The do\\ n payment 
re<ptirccl ,, as too large. could not obtain th<' lo<1n, the land contract ,, <1s 
rnore atlracti, (', th<' t, rm ,, ,ts too loug, thv ,, llt r l1.tl'kcJ out, no farn1 

~ 

,vas ·1vailahle JH•,trln ,1nd 11a<l to \\',lit to,1 1011~ to uht.tin the lo,ui. , 

" ho PrCjl(Jrcd the Land Contrarts 

.\1ost of the' lan<l contracts ,,·f'rL· d1 aitl'<l II\ l.1,, _, ers, hut :27 per cent 

,, <'re clr,1fted b" nonla,vvers. The clistribution ,va-; as follo"·s : 

\Ju,nber of \1umbrr of 
\\'I 1(1 l' T(' Jl(/l'Cd Contracts \Vlw l'rc1wnd Co11tracts 

'-idler·~ Li,, , et 63 He.ii estate I r ket 27 
t\Iutual L1,,·ye1s 12 ;\lutu.tl b,1nk r 9 
Buver's l.nv, er 8 , S, ·llc-1 ,111d I ti ('fS > 

L.n,·, t·rs 113 :\1 OtiJ,i\\ \ l'l '- -11 . 
'[he failure of ,nan\' h11\ er, to l'onsult ,t la\\:< r ,1t .111,: sl,H{e in nl'goti

ating the contract is ,,·orthy of nntl'. In repl_v to the <ptestion: \Vhen did 
you consult yo11r la\\ yer?, alnH>st half of the buyers 67) repli<'d that 
thcv <lid not consult a ht\\\ er at all: sixteen consulted a la\\\ er at tht> 
'>igning of th<' contract or soon thcreaftl'r. a11d onh ,e,enh-onl' used a 
l::l\vyer in an, ,, a\ during thl' prepar.1tion of thl' < outr.ll t. 'l'hirty-u in<' 

of the liuyers reportC'd that thl'Y depl•nded upon the '-l'llt r \ Lt\\\ l'r to 
have all of the papers in proptr or<l<'r. 1\\'o-thirds of th(· l>11,: ers 1-.nt.:\\ 

that the seller had a la,,·ycr during tht' drafting, t\\'(•h l' bcca1ne ,n,·.trc 
of th1• scJler's 1.n, \'l'r at or soon aftt:>r the sicrning. and thirt\'-nine hu,·ers 

~ .... ., ✓ 

nevc>r kne,v ,vhether the s1·tlcr had legal coun,i•l 

·1 h1 st cLt!a n·iuf()n:,· th(· l 011cl11,i11n tl1,1t 1nor ,1tt1·11till11 111 l'ds to h,, 
~i, 1·11 to ,1-;s11nr1~ lhl' 1i-;e of l 0111p1·ll·nt lcg.1! ,Hh ice in clrafting I.incl con
tr;H:ts. 1 l1ri t' <H1lst.111ding cli,,t.H tPristi1 s of tht• ,it11,1tton suno1111diu~ 
tlH· pr, p.u at1011 of land cll1111 ,Ith .1n·. '!'ht· lil'a,v dl'pt·nd<'llCt' 011 -.,•lier, 

la,\,:<'rs. tltl' rt'liann· 011 11111t11al la,,, l r and tlte larg<' proportion of 
~·011( ral h d1 ,tftl'd l)\ 11011!.l\, \ (TS . , 

I 111'< 111iti(, arr• likL·h to u is1• ,,·h1·11 .1 p,uh· \\'hll i, po()J h i11f Pnt11'd of 
his righh ,111<l n•-;po11sil1ilitil's 111ft rs inh1 a, 011!1 ,1c-t \\ itl1011l lt•!,!al nch ice 
This sil11ation i-.; g<·111·1 al ,1111nnc; s, llu·s ,1nd hu, 1•rs llt f.n,n I.ind \('[ 1n 

.d1rtci-,t 11,df ot thr• l'lllltr.it h ,111 \ t•: vd 11111· nf tlH• p,trlit., \\ [l'i \\ ithnttt 
l1•g,1l t·1111nq•J. Tl1t• Sl'ller's ntl< nlt:\' tl, ,d tl'd six!\· thrt'<' of the l'OTlti .1<. ts . . 
anrl tlH· h, \1'1·s 1.i,,\l't d1,1ftt:Ll t•igl1t. H11,·1·r, i11 p,11t1e1il<11 .n, vul11t:1 -
.1hlc· for if !hr-:· d1·pend >IJHlll 1 lu sellc rs' I l\\, ,·r, their intl'n',t 111:-i, uot 
h<.• protecttcl ad1•1111,1t!'h 

.\lso of concL·111 :, th1.: n111nl Lt of c.1~es in \\ l1ith one .ittun1< \ Sf'n t: d 

I t fi] 



--------------------------------------

both parties to the contract. \\'hetl1er the representation of both parties 
by a mutual attorney \vas nsistent \vitl1 the strict letter of tl1e sixth 
canon of legal ethics \ \'d S not letermined. Representation of botl1 parties 
to the contract is proper 0 1 1• if all of the pertinent facts are divulged 
to both parties and the par es consent to the arrangernent. Of course, 
l'Ontr .. H:ts hen,·ecn Ct rt.Lin r, ,lted parties frequently are prepared b) the 
"family lav;yer." It \\·nuld "een1 sb.-ange indeed for a father to employ 
one la\\'Ver and a son t J secure the services of another to draft their land . ' 

contract. But the attorUl') 1skcd to mutually represent t\vo strangers 
should evaluate the situation judiciously to assure that such e111ployn1ent 
,voul<l not be unprofessional. In cases ,vhere one attorney handles the 
contract, \\·hether he represents one party or both, an effort should be 
made to assure that each party understands the nature of the contract 
relationship and the legal effect of the contract pro, isions. 

The> n1,1jor concern, ho\,·ever, is ,vith the forty-one land contracts that 
,,·ere drafted bv nonla\vvers-t\venv-seven bv real estate brokers, nine 

,., .. , J 

by rn11tn.1l hankers, and ri, e by sellers. The real estate brokers reportedly 
had son1e help in drafting the agreements-from the broker's la,,·yer, 
his secr<'tary and othc>rs ,vho had prepared legal forms. But it ,vas the 
opinion of the buyer that the person who exerled the 1nost influence on 
the content of the contract "'as the real estate broker himself. 

Both sellers and buyers should consider the advisability of securing 
the services of their o,vn la,V)•er to advise then1 concerning the contract. 
They should have an attorney vie"v contracts drafted by nonlawyers 
before they are signed. Professional counsel is particularly important 
\,here the contract must be specially tailored to the situation of the 
parties. 

Binder Contract 

An earnest money agreement, binder contract, or option to purchase 
,vas used by t\ventv-four of the buyers. These "'ere short-term agree
ments to permit tin1e for final negotiation and completion of the land 
contract. Delays might arise if one of tl1e parties does not reside in the 
counly. some 1'-no,,·n problem about the abstract de1nands investigation, 
or the buyer need., additional time to get the required do,vn payment. 

T) pit ally. the land contract can be drafted in a short time after the 
seller and buyer ha, e reached agreement on purchase price, interest 
rate, and repayn1enl schedule. Opportunit) to check tl1e abstract of title 
and lo make olher in,estigatic,ns may be provided for in the contract. 
If a substantial lapse of time before completion of the contract is likely 
or if there is more lhan one prospective buyer, the use of an earnest 
money agree1nent appears particularly advisable. 

[17] 
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Hrprrs, 11tat1011s .\bout the Farr11 

l)un11g 111gul11tion ol tlie C'•lnlr..ict th1 Ill r n 1tur,dh ITll'i to prt''-t'lll 

tl1l' f.1rn1 u1 th1· rnnst f.l\orahlc ligl1t .ui<l rnakt'> flatttnng ~tate1nents 
alinut 1l ·1 lie hu) l r U\11,tlh tnes lo <l1s O\ l ran, sho1 tco1n1ngs or deh
t 1t·11c IL''i of the f.urn Staten1t11t-. 111,1d1 h) th<.' s Iler or lus rtpre~entnti,~ 
111.1\ l>L' 'jlll ,t,011<.'d 1.ite, H th, f,1nn dot not t 1rn ut to bt:: .111 that thL 
b1nc.r, XJ I lf• d r('pn s,·ntat1on, 1naJc. In th1 \tll r or lus agfnt n1,l\ b 
gro11nd.., fn, n·,t 1,s1on ol tl1t l ontr,1<. t 1r u1 J hon f 1 dun 1.., , 

\ltli1111gh tli1 ntlc. of hu,lr li1\\,1rt gltlll tlh 'I} Ill-. tc l.11 d c. n 
11.tt h. tl11 st Ill r 1, nut ll Ii,,, d fio111 h.1h1ht, f r Ir u I ii It 111'-r< pr sen 
talion<; 1011C't 111111t.; tl1l' f.11111 1 \ 11111., 1111,r Ir 11 t.it c 11 1r .1c.lt 1 

ahl" 111 lo\\ ,I 11 l,e l.ilc;l'h fl p1t '>c..nt, ., 1n 1tL11,1I f t \\ I 1ch ht kno" s to 
be..· u11l1111 .111cl tbe llln ·1 1(,1,ontl h 1tl1t-. t 11 t1 ll'>rlpr, nt t n t 

111., lllJlln - ( ,1 II! 1 ilh tht '>t llt r ,., 11t•l rt sp 111,11 t r 1111,st 1t 111 nt, f 
l,1\\ J,i1 ll1lnh \(tl111g)11..,P11111011,rtl!lf lrn~tlt l111d ir hrfi l11 I.! 

tn pl't for rn ,1 l.1t1 1 it t "111, h h · Ii.id 1 ,pn ''t d 111 111tt ntH n to rlo 35 

·ro hl lr 11d1iltllt ,I llll\lt[Ht\llll.1tru11 11111,t (llltll 1., t lll,tt 11.1I 
to !ht lr .ins.ic llon L,.1111pl1., o• 1n,1t111.d I tt 1-. 1 • I t1 l 11tr tl t tn ,1 

flf l.11111 •111,1ltt, of -.011., 1111, 11l 01 p.1,1 lllL01nt, t t I th l r p 11\ 

to tl.1 '>t lit r, ,u1d pt I\ ii, ,, ., .111d L lll 11111h1 111c t, 11 11' r It 1111 t t tb I 111d 

<>rd111,111h .1 '>l.1t, 1111 nt Ii, tl11 s1 llt1 CO!lllr11111~ th1 , d1 f tht LulCl 
i, 11 i-:,1rd1 d "" ,1 ll1t'H..' 11p1111011 nnd ,, di 11t l \lrpp< 1 t .1 t lr.ll~l ol Ir IIH.l 

\h.,olnt,• t·, rt.1111t, ul thl' 1111truth ol ,t ,t,tltna·11t 1, not rtqu11 d I r 
an n, 11011.iblt 1111,1, JHt" 11l. t1011 )'1.i11d 111.i, I, found \\ltlll tlit p.1rt\ 
1T1,1k111~ thP 1111s11 pn s,·11l.1t1u11 I li,1, ,11 tu.ti kno,\ ltd,....t If tlH t 1ls1t, 
( 2 st.1!1•-; it 111 1 1 011!1 ,1 \\·luc h inl11, ,H 111.il k111l\dt d~t uf th f rt t \\ ht 11 

h, h.1, ru1 stH l1 k111,,\ltdg1•, or (3) 1,111.1 ~1hl1,il ,1tu.1l1011 tr pu,,t,,1, 
spt l 1.d 1111·.111s o! l-.11,1,\ 11 d••, s 1Ll1 .1, Lu 111,1kt it hh dul\ to kn l\\ Liu 

, l'r,11 ti\ <lf lht ,t.1t,·111t•nl 37 I 1.tud 111.1\ .11,o I , tt•1111111tll d h, ,11ppr 1 ,, 

31 <' ,ti ii, 1 11•111111 .!, 11,,,11011 .!tr,\\\ 7r,- l 1, ll 
32 \\\ll•lt \ .\ & I 111111, H,11t,11l,11t ,~,11. 2'il It,, l,~, ti I"\\\~ 

( I 11,2 • I 111 l\lu,, '-1n111 , r 251 l,1\\ 1 bl), 98 ::-.; \\ I ;t ti 
s, !111t I I,, , Sd11111, 11 r, I.!~ lo" 1 I I l I I l)S "\ \\ ! J 

, ll.11 h1u.111 11 , I, 1,,12,l .:.'JJ s- ::-.; \\ s:; S.'i l<lOI 

1 g:;q 
I ( \ 

3 I B ,, ~ •1 , I tt, r, "· .!OJ I ,,, 1 Io~ l. 'I I '\ \\ s 11 ( l lJ27 l < f '1111th , , 
~()fl 101,,1 f,(l(j ::!l'l .:--: .\\. ;,)2 t l!J2S) (Ir, 11,I ii op1111011 .1111<11111ts Ii n dtd nt1 
I 1t1 l. 

1th. 
11 of 

1·• I 1111ist,r, \ , '-ip1111g,•1, .!"., I l,1\1,t Gq, lJ'I::,,; \\ 2d Jilt)\){)')~\ 111lt11t1011111\l'l 
h,· 1101 I' J'lllfllli)) 

:u. ll11,...,11g!t JIii \ s,, k I IS Ill\\,! IU2, 91 ;-.; \\ Ill 17 ( ICJt)~ l 
37 1>."", < ,1111 ti I md (\,, 1()2 lu\\,1 ..!b'l . ..!i~. 1 13 :",;.\\ H1i,, ltJi'> 1913) 

'-i1·•· ,il,11 ll.11,1.ud, \, 1)w111t ,\/ 111 l''""t1t1,1,1 mu/ t/1, 1 ,u,, H,•711,r m 111 cf 
S<i, 11(,•1 ;,, J 111111/, ,ti lo\\,I ) , He,. fl IS ( i •l'il) 



in.!; tlu truth ,11 1t n,tl f 11. t \\ h, fl ,1 f1d11L1,1r, 1tl1t1on hip 
t::\1-.t~ btt\\tlll ti I tltt l )11tra t 1h1 stn11d.trd for ,,d11at1ng 
the Lh,1raLttr f, 1 n, 1, ,1ppr1 tial h ht.!;hlr. 

1 he s llLr 1na, r h t htnl'>t If ln 1n,t rt1ng Jll the lOlllJ. <.t 
,1 pro, blOll th.1t I It: lH, l' h1111 1 f n c;po11s1h1lit, fnr , n, t.1te-

n1<. nt rn 1dt <lunn tH111, l r ,, 1<.1 n<. f tll d 111 th1 l 1ll1 .tl to,; co11 
t.1111 d Ill l r 1 n lh ,, 111g l I I 1t tlH hu, tr Ii l'- tn">p l ltd 

, .1n l , l nts pt•1s nalh ( 2 that Ill bu\ s tht1n 111 

tl1Lir pr .'.tilt L 1H.l1t1 n that II st1t1 n1t11t or rt.) rts 11t:1ll n f th 
tiler rl gtnl \\Ii ti cr\\11llt11 >ror,ll XL pt thO!.t cxpn c·cl 111 thi: 

n r 1 t trl 1 p ,rt f ti -. 111 uid I th lt ti l' bu, 1 r 1 rt 1 111g t. ntucl) 
"11 1d 111 ut 11 l n ,t up n nn, tat 1nents or rcprt St r1t1tions uf 

ti I r I 1 1~ nt 
\n x un1n 1t1 11 \\.1 , 1.idt t I clt tt 1 1111i,• il 11 h I , 1, 1<,11111 ,, t re re l.1tLd 

t ,, h I r 1 and tJ1 , ntt l t Ir l 111 ]up Le I\, c In L 111 1 ,111d I u er 1 h, 
use, f ..,uh I 10,1111 s Lill t to IL uillu llt I I ,,ho prlpH d the 
ontr.i<.t. ( ntra t l n I r d L, n 11 t o;l II ,g1, h u1cl l 111~< r, <. 1nt.ii11 

a h1~h r I re. l rl1 11 t Ulh Ir , 1 1 D th u1 l 1nt1a1.l prt p irtd ll\ at 

t n1t,.., r th I 1rt1, ti 111 hl, ;'\ orrtlahon ,-.ns disco,1rcd he 
t n ti kin l11p f thc put, , ncJ tl1C' fr qu, nc, of the discla1n1t:r pru-
' 1s1ons. 

"Ihl 111tlu 1011 of ucl1 .t cli tl,u1nP1 pro,1sio11 do,s uot n.,lie,c the 
sc 11 r of r "I r 1bil1L) f r fr.iudult nt nu fL In <..c ntat11J11'>. 'J ht I\\\ ,v1ll 
u t I nfor , 111lrH l pro, !\tun 11 1n111J11.1111g ,1 p 1rt, fr in1 l11s O\', ll 
fraud 4 Jf uc.h I Ir \ l'>l<Hl 11,1 i.lll) , .11111 1t ,., tu :1lt It t1H b11\, r lo u,ake 
a r :t n..il I, 1n\, t1..(nt1 n of th p1opPrt, ,1 d11t) ht· h.1-. 1n nn) , , tnl 

P1rt t, ti, < 011t,a t 

l11 tbt I uul contract ., 111 1IJ s tit , onlracts 1t b in1p11rl:111t to 1n,1k1 

11r • lh,1t .111) p('rs1 11 ,, l,o 1115 .in int<·rt">t in the prope11, 1s clfcclh t:ly 
1n I ..i p:1rt\ t, th, contr,1Lt \ cert.111nn, nt of !lie n1a1ita l -.tatus of the 
St II r 1s of partic-ul tr irnpo1 l,11,ce. In le \\,t I s11r, hint! sp,,us,· l,,1s a 01H'
tlnrd interest in Ull) n al prup1 rt) ,n, 11, d ln thc- otl11 r spo11se <luring 

\\ ,l ff \ A & J llurn H, r, ,olu1t A\ 11, ~.:;.t Io,,a 053 ll'J ~.\\ 2d l2h 
I ;162 I or, 11 1n \ Du •an, 205 lo\\ 1 929, llo N \\ 912 ( 1928) ( p,ntml anS\\t'r 

Ill n l1t1 t, fraud 
;.::J!:,tal B ,l \ Br \\'Il 112 IO\\ 1 JCJO 119 N \\ 81 (HJOJ). S,c• al o D,nh ,. 

( 1,tril I wd C , J(}_ J \.\.t -G9, 273, 113 :'\.\\. 1073, 1075 ( 1913). 
4 l:1.it, I St tll v. U111tc I ~t ,t, CartnJ~,· ro, J J8 I' 2d -1 50 (8th Cir. 1952), 

rrt J med 315 US. 9111 ( l9i1 , Bryant v. I ro11tm,111, 287 S.\\ 2d !JJR ( J..:y. 11)50) 
!tnd ,ontru .. t); Hoblll •iu v 'I.it,, 31 'Jenri. App. 215,230 S.\\ .2d 145 ( 1050). 
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the 111drriagc and <.on\·eyed a\Vcl) \\ 1thout I ts or ht r 1.:unsent.41 Thus, if 
tlu· sellt•r's sponsL' <locs not sign tl1e L0ntnH t ,1110 ,u, \ h ls tht• stllcr, tlie 
hu,ers' interl'st n1ay be (ffetti\'c for onlv t\,o-tl11rd-., of the Lind. . . ; 

,\ si1nilar 111attt r th.it -..honld he gnen ll1is1.• ,tr11ti1J\ is the autboriz,l

tion of a p1•rso11 sig111ng in a rcprL''>entatl\ 1 ( ,tpacit). If a ~uar<lian, 
trust< l\ cot porale oflic:er. pt>r,onal n pres1 nt ,ti, t·, ,1 .._l nt or the like 

\\'ho '>i!,;11, tht· contrat t docs not h,l\ e thf• po\, er to 1n,1kt· tht· s.1IP or h,ncl 
th1• p<>r,011 lit' rf'prt''><'llt'i, tht• b11:, t'f rna: rt ct i, t' 1, ss than he b,1rgain('d 

for. Care also should be t'Xt'rcised to assure that the n,1111es and signa

t11n" oF th,, l artic, are c·on-.,1,tent \\'ith other i11stru1nents in th•• title 
record and ,ln nniformlv ,, ritte11 ,vi thin the cn11tr,1c t. • 

The char,tctLri~tic.., of th<: sellers ,111d bu,< rs of tl1C' 13-1 I.ind contracts , 

studied .is t'\ i<lenct d hv the <.llnlrac:ls n1av h1• st,1t(d ,ls follo,\·s: , , 

Cha ractcnst ic 
Spec1lil'd as sellPr ( pa1 t\ of tlif' I irsl p.11 t) 

One persn11 
Ih1sband ,u1d ,, 1te 
Othf'r 1nult1ples 

Sptcil ied ,ts bu~ f't p.11 l\ ot th(' St'C nnd p.u t 
011e person 
Husli.111CI ,u1cl \\ ilP 
OtliPr 111ultiples 

Spn11~.1l i11t1•1t sis 
lT11sh,1nd ,llHI \\ife s1~11Pd 
<;1 lie, s spel ii wd .1~ 1111n11rried 
~dh>rs 1111t spt l'if!l'cl ,1s 11111111rrietl 

Joi11t lt·n.1111 \ ,p<'t d it'd 
(,t llt>r 
R11, Pr 

Yt1mb1rof 
Cn11tracts 

13 
]()0 

11 

105 
23 
26 

\\'lll:'tht r dnt• c 1r1· \\ ,1,,; t,1k1•rt to sccnn' th,· ,1~nat11rec; nf all p.1rties \Vith 
a lt•gal interest 111 the propt'rti<'.s cannllt he detcnni11cc1 fro1n tht' con
tracts studit·d a11tl the inter\ ll'\\'~. (\ l ti-.t ol the h\'l'ntv-six St·ll1•rc; \vho , 
"1·fe not spt>cifi1·d as 11n1n,uried, \\ c·rc off ic. ers of corporal1ons t \ecu
tc>1-;, adrninistratnr-;, truslt e .... a11d .ittornc\'S in L1ct. ~o 1•,idcnce dircctlv 

, . 
indiC'att'd that a spo11sP failt'd to si~n thl' co11tract. It \\as .1lso not detcr-
rninccl \\ h1·ther ,di parties signing 111 a reprL·scntativc c,1pacity ,vere 
a11th11ri:tl'd tri t'n(t'r tlH· contract. 

:'\,t1111, of per,uns i1n .iri.1hlv appeared in hvo places on the contracts 

i11 tlit: first par.1g1apl1 \\'lterc th<' p,trtics \\err· named and at the f'nd 
,,l1t r,· !he contr,1ct \\as si!,!ntd. Thi· n:unes shonlcl he idl'ntical in t'ach 
,ind < \ t'r_\ pldt <'. J)ifft•n·ncL'S \\'Pfe ohservPd in aho11t one-fourth of the 
cnntraC'ts Tl1t:, ,1riati< ns rnav h,, charactt•rizt•d as follo\,·s: , 

41 Iow.1 l'roh.ttt• < 'c d, ~ 23S I ) ( l G 3 . 
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Kind of , , ariation 
Added an • 1ti,d 
Dropped an nut a 
Changed n,une to initial 
C:hanged 1nit1al to name 
Changed initi d 
.\d<led n ::une 
Changed nan1e 
Changed n,11ne to abbreviation .. 
Added a person 
Added or dro1 1ped "~1rs." 
Spelling cliff ered 

i\7 umber of Variations 
21 

5 
2 
1 
1 
3 
1 
2 
5 
2 

10 

53 
Joint Tenancy. Joint tenancy may cause land conb·act parties concern 

and unforesc>f'n problems. Evidence from several sources indica tes that 
an increasing proportion of l o\va farms are being held by husband and 
,vife in inint tenancy ,vith right of survivorship. If the buyer wishes to 
receive the title to the land in joint tenancy, he should probably so spec
ify in the contract. If the contract is made out to the buyer and his ,vife 
as joint tenants ,vith the right of survivorship, the equitable title ,vill be 
regarded as held in joint tenancy. Thus, if the buyer should die, his 
spouse ,vould succeed to the entire interes t in the land. If the contract 
creates one form of co-o,vnership and the deed is e"Xecuted in another 
form, presumptively the deed controls.42 

If the sellers hold the property as joint tenants, a sale by land contract 
"orks a se, erance of the joint tenancy and thereafter the sellers' inter
pc;ts are held as tenants in common.43 This nde should alert the buyer to 
the fact that a deed from the survivor of hvo persons who owned the 
property as joint tenants at the time of sale may not be sufficient to pass 
the entire property. Because the joint tenancy ,vas converted into a ten
ancy in common by the sale, to get clear title, if one of the parties die, it 
,vould be necessarv for tlie buyer to obtain a deed from the estate or the . ' 
heirs of the first to die.44 Apparently if the contract specifically provided 
that the co-tenants are to receive the payments under the contract ,vith 
the right of survivorship, the joint tenancy is preserved. 

The n1le that a sale on contract severs a joint tenancy also has subtle 
implications in case of forfeiture. If the sale destroys the survivorship 
feature, does a subsequent forfeiture restore the joint tenancy? Appar
ently not. A co-o,voership in Io,va is presumed to be a tenancy in com-

42 C'f. Swensen v. Union Central Life Ins. Co., 225 Iowa 428, 280 N.\\'. 600 
( 1938 ). 

43 [n n Baker's Estate, 247 Iowa 1380, 78 N.\V.2d 863 ( 1956). 
4-1.~f \.RSHALL, lO\\A T1TI.F; 0PlN10'-S A::--."O STA1'.1)>.RJJS 20.3(D) (1963). 



n1on h.:, statute 45 Further, a joi11t tenanc\ n1<1y be created only ,vhere 
such intent i, cle<1r.46 It ,,·otilcl seem tl1P 1nere exercise of a contract 
remt•d: "ou Id not be such an act. H o\\'e\'er, if the contract preser\'es the 
joint tenanLy by subjecting the payments to a survivon,hip feature, 
arguabl:· upon forfe1turl' the property is repossessed as joint tenants. 
The relationship hel\veen joint tenancy and land contract torf eitnre is 

at b<:st unclear at the n1oment iJ1 lo,, a. Both huvers and sellers are ,,·ell . 
a<h ised to L'\.ercise caution in relation to property held in joint tenancy 
le,t tht•\' 111cl!r une\pt•cted C'onsec1llences. 

He< ordin:I, 

111 tlil' tield stud, an eftort ,v,1s 111ade to di,eo, Lr an, unrecorded land . . 
contrach by i11q11irillt!; in e,1ch c.:011111n1111ty ,, hat 1ocal L1nns ,vere he-
lie, l·d to l1,1, L' been purc.:ha,cd 011 t1,11trat t. ).ct a -..111'.!le unrecorded 
co11tr:tct ,, a, fuu11d 'l ltL' rcguLnit_:. ,vith \', hil'h l.u1d contracts arc re

corded in lo,, a i-.. i11 -..triking cnnt1 a-..t \\'1th tht• pr,11 tict' 111 ,01ne other 
1nith\'e<;l< rn ,tatL-...47 .\pp,1rently the 1111h t:rs,dit:,· ot land tnntr.ict record
in~ i, hL·,t e\plaiut•d lH tlil' right gr,1ntrd by -,t,1tnt1· to TL'cnrd the e,·i
d1·11< 1• 111 fnrh·iltnl·:ui It 1s d1flic11lt in pui-;dictions ,,·ithout such a statute 
to int, rjcL t ,1 forfl'ih1n· into the tli,ti11 nl title, so to .1, oid tit IL' Lle,trance 
prohll 11 1s tl1c tontra<.l\ ~i111pl:, ,lfl' not reundPtl.{9 

\fan\' h11: t·r, eitht.1 did not kno,, or did 11<,t c:i,·e ,l rea<;on \\·hy the 
contral t ,, d~ n•tordl'd. The n',l~uns gi\'l'll h, the li11, t:rs as to \\'}1\ the . . , 
(.'(Jlllr.1Lts \\l'l"l' l"l'l(lrd1•d Illa~ lH· ~llllllll,Jrl/('d accordin~ to \\ht>tber the 
r1Turd11a.; ,vas ,lt tl1e hn:, tr·, 01 sclll'r's din·< ttc)n: 

Reason~ 
Ho111eslf>,1d ta, l'\t 111ptio11 
( ,ond ln1-,1J1l ~s 
~t.1l ' 1,1\\ fl'ljlllll'S 

L,1\\ \ er ,Hh is1•d 1t 
\I1st·ell.111t'o11s IL ,1,,111, 

45 Jo\\,t Cod., s 557.15 ( I9G2). 

ll111p'r~ 
l)i1< ctl, 11 

!ll 
:1:-.. 
} ,4 

10 
1-; 

<;1 Iler\ 
l)ir l t1011 

(j 

1 I 
(, 

4,; '-it•,•\\ 011tl ,. I o~t,l 167 l u,, 1 •I 1h, J ll) ~.\\, 611 ( Hll 1): ln\\,1 CoJl' § 557.15 
c I' JG:2 . 

47 l11 1' 11" 1' for , unph•. 1t i, 1 ,tim 1tc-d l11,1t n1ily IO pt'r llllt ,if ,II I 1ud con
t· 1 ,~ ,lit It t rdl d \ct. Tr,t\ ]fJr, l lw l.a11d !11,t/l/1111, 11t Co11trad a a Credit ln,t rr1 -
11111,t 111 I ,,r,11 H,•,il I 1/atl' ,\lar/..e/1 ill Kan<a~, \(,1,tt-r\ Rt port, Kun,,1' St dl Um\ 
l 'i ltJ5CJ . 

-l'l I, \' I l,c)d, § (116 S 1<)(12, 

49 '-,c,· ·~e111r,tlh :'\lJt1. /11 ta/1111, 11t Cnritracts for tht S«lc nf La11d 111 ,\[1\,0U r&, 24 
:\lo. L. HL'\. :!'"10, :!5h / l'f5<J , R11:hard, /11,to//111, rrt Contract~ for the Purchase of 
I a11d in ~i111th Da/.. ,ta, A~. E,p '.:>ta S. Dal. State Cc,lle •e lS \ HJ5<J 1. 

[:2:2] 



The actual recordinl:!: of the contracts ,vas accomplished by various 
parties as follo\\'S 

\\'ho Recorded 
Bu, ers 
Sellers 
~ellt•r·.., la\,, L'r 

:\ 11 rnher of 
r tracts 

.., 1 

.8 
17 

\\'ho R, < ordcd 
Btl\·cr's Ln\, er 
~1ut11.1l Li\, ~-er 
()thers or 11t1 .1ns\\ er 

A'umber of 
Contracts 

15 
ll 
1~ 

154 

FI~.\~CI.\IJ ARR . .\'.\GE\IENTS 

The success of the land contract a<; a n1can<; for trans[ erring farm 
land is in lar~e part <le-pendent on the economic soundness of the pro
visions '>etting forth the financial arrangements behveen the parties. 
Financial arr.ingernents include nun1erous Hems that mav influence 
directly fulfillment of the conditions of the contract. The purchase price 
is of forernost impnrt,1nce-doe<; it r<.'present a fair market price of the 
farm? Rate of interest and length of tenn are the hvo major elements 
th,1t detcrn1ine the an1011nt of the periodic installment payments. The 
,11nount of the dc)\vn pa:·ment 1s of strategic concern to both parties. Is 
it sufficient to safeguard the securih intere<;ts of the seller and does it 

~ . 
leave the buyer \\'ith enough capital to permit efficient opera tion of 
the farn1-;, The repa: n1c>nt schedule, ,,·hich is a function of the purchase 
price, interest rate. length of term. and do"•n payment, should be deter
rninc><l in light of the need<; of the hvo parties. The privilege of making 
prepay1nents and a proYision on vanable payments under unusual con
dition, ,1<ld flexibilit: to the repayment schedule. and should recognize, 
at lt·a\t in part. the fluctuating annual inco1ne of farn1ers. Synchroniza
tion of the tin1e of installrnent payment ,vith receipt of major farm 
incornt> <;hould he advantageous to both parties. 

The ,·arious 1terns that 1nake up lhe financial arrangements should be 
tailor-rnade to fit the needs of the particular buyer and seller. As a 
consequence. only general findings and principles ,vill be presented. 
The ,-u1al: -;i<; is prepared to assist in 1naking future land contracts serve 
,n th" ht->st po'>\ihle ,, ay the seller, the buyer, and the community . 

. \ sun1n1ary statcn1ent of the financial arrangements will serve as a 
h .. ckdrnp for a separate consideration of each item. The average pur
chase price of the 154 farms ,vas $28,422, ,vith an average do,vn pay
ment of $5.861, leaving an unpaid principal sum of $22,561. The debt 
,,·as to be repaid. ,vith an average interest of 4.0 per cent, over a term 
of 16.,5 1ears The calcula ted amount of the average payment on the 
debt for the first year of the contract was $1,999, including $1,106 on 
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in the negative, twelve in the affirmative and hvelve did not reply. Of 
the hvelve ,vho rer hed tha the price ,vas higher, five gave the lo"· 
do,,'11 pay1nent as .1 reason one indicated a lo,v intere.)t rate, and six 
ga,e rniscellaneous rLason -combinations of lov.,. do\\'11 payn1ent, lo\\· 
rate of interest, and greate1 redit risk. !\.1anv of the buyers seemed more 

~ , , 

interested in other tenns 0 1 the contract than in purchase price. The re-
ports of hu::,,ers are evide1H.e that the use of land contracts as a financing 
de, ice did not ha, e an ap 1 reciable effect upon the price of land. 

In addition, the buye1::. did not pay a high price in anticipation of 
further appreciation in the value of the land. In repl) to the c1uestion 
regarding their expectations of changes in the price of land, eighty-four 
expected prices to remain the sarne, nineteen expected thern to go up, 
thirteen to go do,\·n thirty-seven ,vere not concerned ,vith the trend in 
land prices, and one did not ans,ver the c1uestion. The present and f u
turc price of land apparent!)' "·as not of inajor concern to most farm 
buvers. 

~1any factors other than price enter into the decision to buy farm 
land under the contracts. :\ tenant may buy ,vhen he has the necessary 
money for down payment and operating capital, or \\hen he must buy 
to stay in farming. The young relative rnay buy ,vhen it fits Lunily plans 
-the family cycle is itnportant. The farn1er that is increasing the size 
of his farm may buy ,vhen he can find land that 1neets his rc(Juirements, 
and so on. The decision to buy apparently \\'as not basically a price
related matter. 

The associations bct\\'een purchase price and selc>cted , ariables in
cluded in the study. as sho"·n hy statistical 1neasures, aTe of little help 
in determining the effec. t of lo\\·-equity financing on land prices. The 
analysis did not re, ea! an association Let\\'CPn purchase price and 
kinship, or kinship and price per acre, as n1igbt have been e\.1)ectecl. 
Th€' data shO\\" that a-, buyers bought l,ighcr priced farn1s, they had 
larger net ,vorths, paid higher pricPs per acre, 1na<le L1rgcr clo\vn pay
n1t·11t-, and 1n::idt· largt'r repa) 1ncnts. But these ac;sociations do not in
<lic,1te that the us~ of land contracts had an effect upon the price of 
f arn1 lan<l.51 

Rate of Interest 

Tlie r,lte of interest in the land contracb u11cl, r s,t11cly \Vas highly 
\ ,trial>!('. r.111g111g I 10111 0 to 5.0 pt r cent. The 1na1onh of the c-ontracts. 
hO\\·eyer pro\ i<lcd fo1 i.O or 4.,S per cent i11tL'rcst. Tht> average interest 
r.lte for the 15-1 contracts \\'as -1.0 per cent. Tt ,, ,ls -1.19 per cent for the 

SI ~t>e ~tat1~t1lal Appt-n<lix, p 121 infra 



117 contrach that ( u11ta111l'cl intt re,t cl1,trc: l l1l' l'nitt d St.1tL.., ,I\ erage 
interest ratt· on Fcdt·ral J.,111d IL1nk lo.11h t >r tl1c- sanH' p, nod \\'as --1.lS 
pL'r Lv11t ":! Thi-. \\ <t' slight I~ hi~IH r th,111 thl ,l\ r.1~e for lc1\,·,1, \vhen' 
,drn(Jst all uf tl1t• ouhtandin(! Land B:111k lo.1n.., \\'l, L 101 -1 () pe1 c ent.53 

The> l a11tl B.111k 1e,ll t,t.1tt· 111ortgagt' lo.111<; u511,1lh be,1r a ,lighth· IO\\·er 

rate of i11tt n·,t than IIH· a\ t ragl' of ot11t-r loan'> The r.ltC' of inlC'rt'<;t for 
th,· 15--t t 1H1h acts \\-.ts di,tributcd as follo\,·,: 

\11ml r I f I 11n11 

R11t1• "f I 11 ! er, ,t R1 Intl'</ :-.·01 Hrlatt d 1 otal 
0 l 

t ) 

I 0 0 () 
.., 

I (l I -., 
) h ' ) q 

" - t .., 
b ,l ) -

.. j ~s ,3- G"3 
I ) .-, - 17 1q ,;_o .., I, 17 -

--Hi ](l~ 1 "i..t 

,\ stud\' ,v.ts 111adt• uf chan<1 e ot rah' nl inten ... t o, l r the fi\ e-Year t, 

penod. Real estatt' 1nortg.1e;e data indic,1tt' th.it th1' r.1t1.• of intert•st 
re1nain<'d fair Iv constant r1, er t11e perit>d ,vith a ,Ji~ht n,c in the last 
ye.1r. The a, crage interest ratt", on install111ent I.1nd t ontr.1cts for the 
\'arious years did nnt ,ho,v s1~111if1L·a11t tliflercnt t's .. \II t)f the t'\'idenC'l' 
except kinship points to tht' (Onclusion that the 1atl' of interest on the 
l.uid co11tracts ,t1alit1d \\ a, corn p.trablc to th.1l of real 1·statl' n1ortg,1ge 
lo.1ns. 

\ \ 11en thf' contracts \Vere divided hl'h\'t't n those hu,·ers and sellers 
\vho ,,·v1 c relatives and the St' ,vho ,, t're not rel.1ted hv blood or rnar
riage. l11t• relatt·d hn) t'rs· rate of interest \\".ts about one-half of l per 
cent lo,,·er th.1n the nonrelatives' The co1nparison is as follo,vs · 

\umh,rof Ai:crai.:c 
Grou1i Co11t rt1ct~ I ntrrr·st Rate 

Rel.1ti, es-
All I l' L1 t I \"t'S I (1 ~ ')l) 

:'-Jo 111 lt're,t c1111tr,1t t-; 1·liminalcd 13 ~ \ t 
\; 011rel.1t1, es-

:\II 11011 1 elatives l 0\ I 17 
'\'o-11>terest cont1.1ch t•lirn1 11,1t1·d Ill 1 I ' ' •' ), ) 

.\ 1norc• clt>tailed cnn1p,1rison Ol.l_:' he rt•,·t·.tling The rel..1ted group 
,, ..1s di\'id1·d into fat her-son and other relati\'eS. and the n onrelative 

52 \.!nuiltural Stati,tic,, L S Dep't of . .\••riculturc 601 ( HJ57 ). 
53 F.1rm \ lort~.1ge Loan, of th1 F1·tl,•r.il Lind Bank,. A~rit.:ultural Re\t'areh Sen -

tlt', l'.S. Dqi't of Agnculturc 18 ( 195S). 
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group into friends an<l c;tr.,n<2:ers. 1"he a\ C'ragc rate of interest for each 
group \Vas ac; follo\\, 

Cr()II!' 
Father-<; 11 

Other 1 C'l the 
Friend, 
St1 111 1rer, .., 

. \ct ra~,· I 11te1 e.\t Hate 
.163 
' iv t. 

J sn 
! .33 

,\nah ,i, ot the d ,t., ,I \\ s that rt Ltted hu, t>rs pay a si~nific.uilly 
lu\\·er rat1• of interl'st th 1 tr,,n'.!crs. \lso, th<' 1,1ti· of intt n',t inc.n•a..,ed 
as the kno\\ 11 d~e 11f tJ,e Int: tr alillut tht• la,,· ,t11cl eontr.1<:t pnl\ isious in
crc.1,1'd ,1nd tl11~ tnrnplete1tLss rtlld tl1'an1c·ss ol thc cnntract incrt•,tsl'd.M 

The r.lll' of interc ... t ,houkl be \'it,,·ed abo lro1n the· standpoint of its 
rel.it ion to thC' risk 1n, oh Id. l'he rhh prc-s11111.1hl~ ,, ould inc re.ts<' .1.., tlit> 
ratio of tLe dcl\\ n p,l\ n1t nt to the purchase price decrenscc.1. Thu<;, if 
the do" n pa, 1nent ,, ere 10 per cent of the p111 c.h,tst price, the risk 
,,·ould he ~eater than it do,,·n pa)·tnent \\ l're GO per t 1'11t. Hatt· of 
inlt n ..,t lt·11d1 d lo h1• ,ts\<>L 1att d \\ ith ratio of do\\ 11 pa, 1111 nt tn purt:lia..,t• 
price- hut not .i, cxpectc-d-the rate of interest increased as the' ratio 
increased that is, the higl1er tl1<' clo,,n pa~n1t11l in rel.1tio11 to p111tha..,1• 
price, the higher the rate of interest. It\\ ould sren1 that ri,k, as 1ncasured 
by the r,1tio. did not ha, e the expected effect npon th<· rate of intere,;t.55 

To sum up. the rate of intf'rcst for farm in:;tallrnent l.1nd contr.1cts 
,,·as comparahle to that of fan11 1nort~ar;es considering all land contracts 
and all n1ortgagt's. But land contracts of relati\'es average about one
half of l p<'r cent lo,ver than of nonrclati\'es. The rate for nonrclatives 
,.,,as slightly higher ( ahout one-fourth of 1 per cent) than for farm 
mortgages. \Ybether this shO\\'S a tend( ncy for in'>tall,nent land contracts 
to 111·\d a high<·r i11terest than mortgages is prohlen1atie. Fin,t, niortgagc· 
data do not separate purchase money n1ortgages frorn other ,nortgages. 
Ptircha..,v n1oney rnortgages, mortgages to secure unpaid halance of pnr
chasc price, might bC' C':\pc·cte<l to hear a different rate of interest than 
other mortgages. Second, data on mortgages is not separated into re
lated and non-related transactions. Also, a larger proportion of land
contrac t buyers probably are related to their sellers than are farm
mortgage buyers This \\'Ould tend to make the a\'erage for land con
tracts Io,\·er than it \\'Ould he if both groups contained the same pro
portion of relatives. Of course, relatives could likely horrO\\' at a lo\\·er 
rate on mortgages as ,vell as on land contracts. It ,vould appear, consid
ering all available data, that the rate of interest on these 154 land con
tracts \Vas comparable to the going rate of interest on fann mortgages. 

54 Se<" Stati,tical Appendi'\: p. 121 infra. 
55 See ~lati,tical Appendix p. 121 infra. 
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The conviction is gro,ving that a .. goo<l-n.,k ch ht situation depends 
more upon the rnanagerial capacit: ot the l n1:, Lr, the .,_ize of the fann 
unit, and the ade<1uacy of opera liug capital than upon the level of the 
do,vn payn1ent. Au inadeyuate fann. either in ,1crcs or productivitv. 
and a poor rnanager ,vith little operating c apit,1I ,nay be a "poor risk" 
even if the do,,·n pa) n1ent represents a co111p,1r.1ti, t~l: high proportion 
of the purchase price. \\'hereas, cap.ihle 111a11.1genH: nt an<l adequate 
resources n1c1y n1,1ke a lo"· <lo,,·n pa)·ment an acceptable nsk Thus. lo\\'
e(1uity finauciug and high-risk financing need nl)t be ,1ssuL1ated. 

Length of Tcrni 

The nurnber of vears th.it a contract can < 0 11t11111t· 111 force has .in 
invers<' eff cct upon th<' a,nount of unpaid bal.1nct that 1nust he repaid 
annuall). provided all of the unpaid balani..: t• is tu be repaid ,vithin the 
period. The seller and buyer usually an' interestt'd 111 a t<' rn1 of sufficient 
duration to suit their 1nd1,·idual needs. The buver n1,1,· " ·ant to get hjs 
farm free of debt as soon as possible antl p,t) a ... little interest as neces
<;J.r\'. Thc seller rnay "ant a long tern1 to ,1s,11re hirn ,l st1•:1<h int on1<· 

during the rc,nainclcr of his life, or ,1 short term to pen11it an earh· in 
vestrnent elst',vherc. .\ n1ore sound appro.1ch cconon1ically "ould in
, oh e ganging th<:' length of the tern1 of the contract ll)' the b11, t>r"... 
pro.,pc-ctn P ability to meet annual pay1nents. Factor,; to conc;idcr art 
potL"ntial ne>t fann 1nco1ne, familv living t''-penses, .ind ti11,1nc1al pc"-i
tion u1 regard to h1nn operating capital . for e:-.amplt>. cleht on person.ti 
property. 

The eff,·ct of the length of tenn upon the annual rep.t) 111ent ,chedulL 
n1a\' be re<l11ct>d '>1gnificanth· if a sub~tantial pa1i ot thl' pureha,t' prit(' 
remains unp.lid at the end of the tenn. \l111nst hall of the contr.1ct..; in 
the \t11d:,· pnl\ idC'd frn a large h·1lloon pa:, n1ent ,1t tht' end nt th,· tt·nn 
averaging nearly $15.000. 

The tenn of years n1ay he stated specific.ill: in the contr.1Lt. It 1n<1, 

be detennined also by calculating th(• nunihl'r of )'Cars rt'tJuired to 

con1plete the' payn1enh at the repay1nent rat<' st.ltctl. The tt'rn1ination 
datl' 011 '>On1t• contracts in the san1ple ,vas indefinite or difficult ol cle

terrnination; for P\.a1nplr. pa,n1cnt of a certain arnou11t annually 11ntil 
the death of the seller. 

The length of tJ1e tenn \\'as de>tern1ined for all tif the contracts r\c<'pt 
three for ,vhich a definite tern1 could not he' assi~ed The .i, erage tenn 
of 1,51 contracts \\'as 16.5} ears. The range ,vas up to se,•enty years. The 
1nost frl'qut>nt terrns \VC're ten. hventY. and fifteen vcars "1th fort, -fl\·e, 
fifteen. and ten contr.1cts respecth·;l). 1'he distribution n1av be stun
marized as f ollo\\·s: 



Years 
0-9 

10-14 
15-19 
20-24 
25 and o,er 
l\:ut determined 

"l\'un1ber of 
Contracts 

] .i 

66 
~ ,,~ 
_;_) 

21 
3 

154 

The statistical analyses reveal associations behveen th€> length of the 
term and four other variables. The term ,vas significantl~- longer for 
relati\'CS than for nonrelatives. It declined, however, as the proportion 
of the purchase price that ,vas paid do,vn increased. :\s the length of 
the term increased the size of the annual repa;ments provided for in 
the contracts tended to decline. There ,vas a tendency also for larger 
do,,'Il payrnents to be associated \\ith shorter terms.56 

The tem1 of the contracts in the study was sho,vn in many ways. The 
term ,,·as usuall~· associated ,vith the repayment schedule. Three gener
al patterns "·ere observed: ( 1) Contracts provided that stipulated pay
ments should be made until the purchase price ,vas paid in full ; ( 2) 
they provided that stipulated payments should be made until a speci
fied date at '"hich time the unpaid balance would become due and 
payable: and ( 3) they provided that stipulated payments should be 
made until the unpaid principal ,vas reduced to a specified amount, at 
"·hicli time the contract could be converted to a deed and mortgage. 

The chief concern should be to make clear the dates upon ,vhich the 
finanf'ial relations of the parties begin and end under the contract. The 
exact ending date need not be specified, but the pro, isions should 
supply clearly the facts necessary to calculate th( ending d<1tc. Beca11sc> 
the terrn of the contract is so intirnatel: associatc:d \\ ith the repayment 
schedule the n.,·o are readily coml,ined. One of the follo\\·ing provisions 
should fit most situations: 

1. The sum of S _ :.hall be paid on the unpaid principal beginning 
on ___ and on each there,1ftcr until nil pa~ n1ents are made 
in full. 
2. The sum of $ ___ shall be paid ou the unpaid pi incipal beginning 
vn ___ and on each ____ thereafter until $ ___ remains 
unpaid at "l1ich tune the bat1nce is due an<l pay.ible. 
3. The sum of $ ____ shall be paid on lhe unpaid principal heginning 
on __ and on each ___ thPreafter until $ __ remains 
unpaid at ,vhich time a deed and m ortgage ,vill be exchanged for the con
tract as herein provided. 

56 See Stati!>tical Appendix p. 121 infra. 
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If .u1 ending date h dt'sircd in plaLP ut tl unp:utl principal in the last 
hYo p10, bio11s . .-,11b-.tit11tc a date for tht ll 1r ,l1no11nt If the annu-ll 
paynH:nt is to include inll.'H',t. .1s un<h r tl1c St 111danl l'l.u1 of arnortiz .. -
tion. ,1tkl tht' ,,ord.., ··:111d intt'ie,t" liet" t < 11 tlJC. \\Ord, · princ1p.1l" anrl 
.. ht·gi1111ing.'· 

Doten Payn1ent 

Tlte do" n pa) 1nent is l he p,n 11H:11t 1n p:1y1nt 111 s 1nadL ou the purchase 
pnc:t· pn,,r ll> pos:-.t·,,1011 111 tlil' co11t1act, st11dit d fn 11ucntl) ,1 p.n,n< ut 
,vas 111ade at or bt tore t xcc utinn of the co11t1 act. and .1nother one ,, as 
n1.1de lit fort 01 "h,·11 tl1C' lJ11, er tnol-. poc;,t s,1011 Both irt· 111c:ludrd i11 

the do\\·n pa) t1H'11 l. 
'fl1t' ,l\ er.1gc do\\ 11 p.1, 111t nt for the 1 11 tn11!1 L, th.it pro,·,ded tor 

a dO\\'Il pay1nent ,, .. 1.., $fi.:2GO 1 l1l' ,1, t 1.1g1 do" n p,1, rnt nt at ti1ne of 
execution for the 1:3; contra< h i1l\ oh ed ",1, '-:2 'tl"9 l"hC' a, t ragl' do\\ n 
pa) n1ent sulisequcnt tlil'rt'ln hut pt ior to pns,t ,s1011 \\ ,1s 'i 1 J 11 !or the 
101 cnntr,1cts pn)\ iclin\!; for s11d1 p.1> 1nent.'>. ('ornp,t1,1hle a, (rage, for 
all conl1 acts \\'('re: S:2.(-.:20 at t'xccution .111d S > ~ t 1 h toH pos:-.e:-.,ion, 
111,1li11~ .1 total nl ~1.\(·H. I )o" 11 p,1, n11·11h "1'11' to Ii · n1,1clt hoth at 
t'\t'l'l ltion ,ll 1d pus\('\\ ion I >II ~ ~ of t hl' l 11 l'tlll t I ,H ts ·rhe cl()\\ n pa\ I neut:-. 
,1, 1 r.1gcd 21.1 pl'1 t·1 ut 111 tht• pureh.1,1· p1il1' nl th1· 11 t t1nt1:1ct:-. th:1t 
provitled for a den, n p,1yn1t nt and ~() 0 pt•r c. t nt ii .111 L 111tr,1rts \\'C're 
include<l, ranging frnn1 0 to 3-1.9 pf'1 cent nf th1• purch 1st> priLl'. The 
distnhution of thf' ratios C1f th1' do\\ n p.n·n1ent to the punhase price \\'.lS 
as tnllo\\'S: 

Hoti1l i1, J\ r ( 11/-'' 
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0 I 10 () 
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\\h,1t \\.1:, tilt' t·ihtt of Ju" do\\11 pa,,n ut 011 p111L·li,i...1• pnlt. \ 

l.n ~<' 1111i11J it, t>I LIii' t ll1·r, 1 t•p11rt1 d tli,1t tl1t, \\'011ld 11ot h.1, e 1han~ed 
tlH· pur(\ .. ,..,L. p11c.r ol tl1t• l.itn1 rL~.11dh ,.., ut \\ 111 ll1t r th1• do\\ n p.n 111 ut 
h.1d lH'l'll 111on.: or 11·,..,. l'l1L') ~u~g1•:.t1 d th,1t 1110,t 'l'llc,~ h;nl' .1 ptice 
Sl't fron1 lht• sl.ll'l ,u1d Jo not Lh,111~1'. tli.1t, 011 c.111110t g1 t .1 Linn d1t,q l'f 

ll\ nlf, ·1111 ' ,t l.11 l!, 1 d J\\ 1 I' t\ I'll 11t Htt\ tr .... tl,o k1111\\ \\ 11,tl l'n< t th \ 
\\ill pa, 111tlil l1H1 dlls11ots1i111tt1b1·i1illtH11lldl1: tht lt\tlnldo,,n 

.,, 11 t 11 u, I tl ~'·"lilt (\ i( 

mr t I i "i h , \ 
II• d111 t ti, • J II l t 
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p,1y1ncnt. J-Io,,·e,·cr. 11i11l' of the ...,cllcrs thought that the si7e of the do,vn 

payrncnt influenced tJ1e pt rc.:hase price of fanns in t11cu comn1unities. 

Their explanations ,, t I e ..i •ollo\\ s: The nurnber of prospecti\'e buyers 

\\\ts Ltrger \\·ith lo,, tr cl l\ 1 payments. some sellers ,, ere ready to take 

aclv.u1tagt' of a bu, er "h< t,l<l only a lo" <lO\\'ll payment to offer, and 
the nsk ,, as greater,, 1th a lo,,·er do,,'Il payment so the price \\'as higher. 

The buyers oht,iiued tht u do,, n payments frorn a variety of sources. 

Their reports on the sourc • ot their do,vn payrnents 1nay be sun1marized 

as follo,vs: 
Suurcc of 
D,iu 11 Pay111c11t 
Sa,in!:!;s 

0'umber uf Contracts 
107 

Loans 
Cift 
Inhent.u1ce 
~a, ings and l11,1ns 
~,1, 111 gs .1nd ~tf ts 
~ 1, 111'.:!;'- ,II cl inlwrita11ce 
"\o do,, 11 p,1) 1ncnt 

14 
1 
.5 

13 
l 
3 

10 
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1\vo irnportant 1natters in detern1in1ng the amount of the do\vn pay

n1ent are concerned \\'ith safeguarding the seller's position as to capital 
g.iin" t.1\1, and tlil· h1nl'r s po,itio11 as to operating capital. 

·1 l1t Lt' l.1,, pro,·idt", that 1t ,nore than 30 per cent of the salf' price 

is n'cl·1, eel in the year of sale, the entire capital gain is taxable in 
tli,"LI : 1•.tr.~ 11 ·,n pt•r l e11t or h s.., 1, H'Ll'l\t'U, th1 t,tx is confined to thl' 
pro1 nrt1,111 of tl1t capita l g,1111 that 1, l"L'Cl'I\Ld during thl' ta\ ;ear The 
SO p(:r tent co,·ers all p,1yn1rnh on thl· purcha~c price. including pay
n11 11l 11ndl'r a binder ctn1lr.1cl. payrnent at execution of the agrcernent, 
p.,, 111 nt pnor to or at 110-;..,t's,1011 the vapital gain Yalnl' to the sellt•r of 

an cxi,t111~ 1nort~,l!!/' that is takl n o\'t.:r ll\· thl huyt. r , and an) othC'r 
p..t\ n1t·11t Pll th<' ,,tll' pr i<'t' duiing ti 1• \ ear nt \,th, ,t.., for t'\,trnple, at tl1e 
1 nd ol ,i\ ,non th, it p,l) nu•nh an '>l 1111-,1nn11 ti. ('ctn' Jll't'd'> to he ('\Cr

< 1,, d i11 111,111; l.111tl lOllll',Lt h ,1i th tl the tot.ti of .111 p,t\ 1111·nt.., 011 the 

p11rchas1' price "all' pric<· durin~ tl1l' : t .tr of sale do llot exceed 30 
pt•1 ct 11l tl1t:>reof Pa; 11H:'11h 011 p11rcha<;e price can exc<'ccl :10 p<'r cent 
th 'fl ot 1n an) s11bsupH·nt :·e,tr \\'ithout rl'q11irin~ that th<' tax hP paid 
in11nt d1,1teh on tht e11tnL' {apital gain.59 

Bnth th1• \\·111 rand h11\L'r ha\<.' an i11lt•rf'st i11 s,1fcguarcli11~ tlil' buyer's 
11t1,1t1n11 t tn opl:'1,1lin~ \ ,tp1tal. ·1 hl· hu: l'r is 1110<.;t l kel: to 1n.1kc ,tll ot 

• r (I ]'I r t 1 11 t 
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thl' rec11111t•cl pa: 11h·nb uncle r thP t:011tr,1 t ii ,dtcr 111,1king the do,,11 
payn1eut h1 h.ts sul fit it'nt l'<tpital lo opt I tc the f,1rn1 L flicit nth. If tl1e 
do\\'11 p.1yn1ent dt>pl('tt·s bi, uper.1l1ng c;ipital to th( place t}iat he does 
not ha,c sufficient li,e,;tock or 1nachin1,;t) or enough <:ash reser,e to 
purchase IH:t'llt>d feed. set d. fl'rtilizer, .ind oth( r itc111s IL pured ll\ 
1nodcrn teclu1nloL1;y. the fann lik1•ly ,, ill not , it kl e11011~h net incon1L to 
rneet nnnt1al pa, 1ne11h on prinl ipal .111tl i11tercst. \ l::u ge dt ,,,1 pa,·mt:nt 
doc's 11ot ,11\\:t\, -..trt·ngthe11 tht' h11.111t1al po,1tin11 ol t 1th1•r part,. There 
is a placl' in ruo,t I.ind LC)Jlt1,1ct tr;u1s.1ctit us,, ht IL .1 -,11b,t.111ti.il iucrease 
in the <lo,vu pa: int 11 t ,,·ould se, ereh n ·duct' the d ht-1 1, llH!; .1 hi lit: 
of the ln1:·< r. Tlus i, the pl::1c1 "·hcrt• tlH 1nte1 t:\h of tlH l\\ o p,1rties 
111 tlu st/t nt tht• do\\ u pa: 1neut .in• 111utu.tl, Hl)t in tonfl1c t :'\tither 
p,u-t) ,, pl,l!111i11g "1 Ph "hl'11 tht· do\, 11 p 1, 1nC'1 t 1s p1·rn11tted to lirn t 
an ad,, rse ,·fft <.:t 011 tht• dt·ht-p.1: ing ,1h1hl: hL bu, er. 1 ht bu) L'f 

,h1111ld J..,,, p hi, I 111.inc i,d position strong I>\ 11ot l '\h.1u,t111g 1111C.l11h ln, 
opt>rating lapital. 'rlH· sel11•r's I i11.u1ci.d pos1tio11 1s 11 t 11c e:-,aril: 
strengtl1entd Ii) n quiring that tht" hu) t'r "t•,1ke11 Iii, d1•ht-prn 1n~ abtlit: 
hy .1 L1rgt' do\\ n p,t)'llll 11t. 

In lht L't111lr,ll·h ,t11d1t cl. tlit .111101111l of th,• d11\\ 11 p.1\ inc nt \\,l, .1s,c1 l

ated \\'ith :>l'\ t ral factors \\'t1J th: 1)1 ll()tt'. Tltc- do" n p,n Jlll nt inL:rt•a,td 
.is tht· p111 c h,l'>t' pnt·c· of th,· l :11111s ,u1d the 11t t "01 th of till ln1, t·r, 111 
crl'ased hut dl'l'rc,1sctl a-. tlic 1 ,1tin ul nt't \\ 111 th to pu1 t h,1,t pric:t 1t1 
creased ·1 l11s intlll 1tt>s tliat Inn crs \\ ith l.1r~1•r JH t \\ l)I ths u..>uld hn: 
the hight r pnct d L1nns a11d 1nake largt•r do\\'n pa: 1nt·11t-., but tl1ey did 
not ha\'t' lo pa) do\\ 11 p1upnrtit n.1tt. h ,1s 11111ch of the p11rchast.' pnct' as 
hn,·c rs \\ ith s111.tlk·1 net \\'(Jl'tli-. '\ct "orth ol tlil' bu, t•r-, :-hould ht .111 

iten1 of n1ap1r considl'ralion in ,1rranging thl' tcn11, of l.111tl t·11ntr.1 ts 
Larg<'r dn,\·n pa~ rnt·11ts did 11ot rc,ult in s111,illl'r .1111111.tl rt'p,n Tlll'nts .• 1, 
1111ght h.i, t ht't ·11 P:-.pt t lt•tl. Hut h,n l'l', "ho 111:itlt· the L1rger do\, n p:-n -
1nc11h l11111<.!;l1t h1!,!ht I l'nt1·d l,111tl ,111d l.ngt·1 larn1,. "-tr.1n~L'I' 11 q11ll't d 
largt'r clo\\'11 pa, 11it·11h than did rel,111\ t'~ 1 ' 

H1•pay111e11t -"'< lu cl11le 

( :1•n1 r,tlly. t" o Illl'thods .1rt' usl'd for repaving a deht in inst.illments. 
The' 1nost l'OllllllOII llll'lhotl is tht• so l,1l11d <.,t,111d.1rd rl.111 \\hl'l'till ,l 

calcuL1tion is r11.1d,, of tlte ,1111H1,1l p.1: till nt 11t•t dcd to 1t·p.1, th< lo.in in 
tl1t· specif it'd nu1nh1 r of ) e.irs ,1t lhl' specifit•d r,1tl' of 1nt1'Il'!-.L Tl1t 
,111n11.d p,1y111t·11h 1 t'111,1in C'llllstant thro11~'1011t tht· c·<1ntr,1ch. l ),11 ing the 
first) l',11, .i l.11 g(' propo1 lion of the pa) 1nt·nt is alloc,1t<'<l to interest, but 

, 1 I >-



during tlH' latter, C',lls tl1l 111,1jor p:ut of the payn1t nt gne, tor, p,1\ nitnl 

of the prinl ipal 
l nder the 1nt>tl d l ,1rh kno" n ,ls thr Springfirlcl Pl.ni the :;rune 

,ttnount i, paid c n the l 1ncipal ('a<:h vear. Th,, irit<'n st declin1's each 
vear. being calc11l.1ted nuallv on the unpaid principal. Under thic; 
plan the bu, er·s p::nmrn are highest in tht' first ye,us of the contract. 
Hi., princip.11 pav1nent r(•rnain constant o, tr th(' t, rrn. hut l1is total 
pa, 1111·11t I, ,,t.n, ,1, h r l11c1 s the 11np,1id bal:ullt' ancl th11, o,\e, J,,._., 
intere,t. 

One or the other of these plans ,vas used in alJ of th<' land contr.1cts 
examined. Ho,vever. variations in the repayrn<'nt S( hed11J,,., \\'Crf' so 
!..,'it•at that a n1e.1ningful clas,;ification of the data ,vas difficult to con
struct. \n attempt \\'as made to present as accurate ,1 pictlire a5 pn<.1,ibl<' 
of the hnrden of the repayment schedule o, c r the contract tenn using 
compar,1hle mt>asurf's \ "normal pa,1n<'nt'' \\'ac; calculatt d tor the first 
ye<1r of t·ach contract. The' "normal payrnf'nf' ,vas in fact the first V<'ar'c; 
pa~ n1ent in 1nost cases h<:caus<> n1osl of thc- cnnt-r,1cts t•1nplo\'1 d the• 
~prin~field Plan of an1ortization. The calc11lation sho,\·ed an a,•prage 
fir,t-year payment of Sl CJ99-Sl,106 princip,d and S~CJ3 int( re,t 

The study ,vas not dcsignl'd to ans,ver tht> <(IIC'Stion of ,, hcther thP. 
repayment schedule \\'as reasonablf'. 1·0 111akP tl1is d1'lt rrnination manv 
factors ,,·ould have to he considered: ( 1) Is the f.1rrn unit of ade<p1ah' 
size "·hen rneasured in terms of acres aud ,·aluc? ( 2) is tht> snpply of 
per<;onal property, including particularh· li\'1'stoc k and 111a< hiHl'r\', ade-
1p1ate for th<' kind of farming planned? ( 3) ,vhat 1s the debt situation 
on pt•r-;onal property? ( 4) ,,·ill some' of the> income he rccciYed from 
no11f.1rn1 sources? ( .S) "hat is the likelihood of an nnuc;uallv large 
expenditurf' in an~ one year and ho,v 1s it safeg11ard1 cl:' C:en, rnlly, the 
repavn1Pnt schedult> shoulrl hf' \\·orked out on the' hasic; of anticipnt<'<l 
incornf' from the farrn, considering a,·<'rage or t\ pic·,11 ,·e>a~s, "'ith an 
a,\'areness that thf' fann husine<;s is uniq11Pl:· snsct->ptilill' to years of 
unusually lo,v profits. 

·rh,· d.1t,1 yit•lded son1P interesting <. on1parisons hc·nve,·n th<· rC'p,1y-
1nt'nt schedule and otl1er ,ariables. HcpaymC'nt increased i11 an1ount as 
th,· pnrc h,t'><' pri<.:e iT1cn·asc·d 1 .1nd ,dso as sizt> and pncl' pC'r acr(', the 
co1nponents of purchase price, increased). as \\'01il<l be expected. But 
repa~mPnts also increased as the do,vn pa:,n1e>T1ts iT1crc,-tscd-thP dc)\vn 
pa: rn<'nts did not incrPase fast enough to prc\'ent the higher pdced 
Ltrn1s from rerp1iri11g larger annual repayments. Also, buyers ,vith larger 
net ,vorths <lid not increase their do"'Il payments rapidly enough lo pre
vent the necessity of larger annual repayments. But the larger repay-
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n11·nt, "en· .1ssociatl'cl "ith ,hortc r tem1s I f ) £'at s in spite of their as
sc >L iation \\itli lii~l1tr p11rcl1ase p1icC'S t] 1t is, repayn1Lnt rose more 
r.ipidl:, tl1<111 p11rclia,e price.61 

·1 "o 1d1 .1., tl 1.1t 111i;lit h1• u,t·d 111 :ic.lju,t111~ n p.n nit nh to thl pt:culiar 
needs of thl' partiLS are a rl'p,t)llll'Ill s<.:lwdult t11at i1-,ltures (1 an 
incr<',1-.ing JH riodi<: p,1: rncnt and ( 2 \ ariahl1· p,l\'TJH nts. 

(1 ~cithc•r tlJ,, St:1nd,1rd nor tl1t Sprin~l1t•ld I L111 ol 1rpa,1ncnt ghes 

a<lt1111att fl cot2;nit1(l1J to the purch,1st'1 \ p )t< nti,1] .iliility to pay. The 
Sprin~lil l<l PL111 \\ 1th l.trge earl: p.1, 1111 uh is 1110-.t suhjt ct tu cnticism 
on tliis c;rou11d '\nn11ally the h11: 1'1 j.., 1110,t .d>h to n1,1k, l.u~er p,n-
1111 nts at tlH· Litter stagl's 1)f his purch,ts<', not at tlie lic\!;inning. This 
sit11,1tion ..,11~g1·sh tli,1t tl1t· optin111111 p,1, 1nt11t pl,111 \\ lldd b1 (lilt that 
c.dh for the· p.n rnents le> ..,t,ut .it .i In\\ er 11, <. I n l .tlC't l1 1,1[1 ,l.., the 
b11: er heco1nl's .1bll' to 111,1k<' }.1rg1 r p,1} nH 11h \ 111!.! .1, tl I p,l; 1ncnts 
,, ere ne,·cr lc .... s than tlH· intl'n'st on 1111· d1,ht I,\\ ,,·II, 1, ,l1011h1 h,l\ t' 
.... trong objLLtiuns ln such a r,'p.t:llH'nl ,thtd11IL', if tl1t, \\Ou]cl 11 <1·1,r 
tl1l'ir total p11rchasc pri( t' ,, it Inn thl' ,,une lL, n, (\! , L, r, 

(.2 Fann pril'1.'> are subject to su<.h ,,1cilLtlion that in <;01111 cn11t1.llh 
th< h11, vi and sellt·r n1a, \\'i,h to sharl' p,trt of the inhL rt'nt , i,k. This 
l\ll1 IH· ael0111pli..,hl'd h; t :-.prl'ssing tl1t:> n p.1y1n1 nt ,t h,•d1ilc in ,1 forrn11Lt 
th,tl is rl'l.1ted to ,t, ,1riant th,1t ca11 hl' rl',tdil: dl lf'n11tn(·d l'or, ,.1111plt 
(I) th1• contract co11ld prcn·icll' that the purchasc' price \\"1)11ld hen p.11d 
1n hill \\·ht 11 tbl' spel ilied 11u:1ntil) of a I.inn product ( e !!; h11,h1•l, of 
corn) \\',Is (lt•li, t'fl•d l'ach: t•,lf ior ,1 ..,t.ited n111nhcr ot \"1',trs S11ch .t pro 
, i,1011 ,, 01ild prcl\ 1dl' tor an ind1·tl'nni11ate tnt.11 purch,t'>l' 1w1L1 ,1, ,, , II 

as, ariah1]1t\ in the• dollar ,·.1liH· of anT1ual payn1enh. \ .2 1 The I ontr,it.:t 

co11ld s<'t forth a ton11ula that ,, nuld pro, itl1· 101 th1· pa) 1nent nf th1• 
,·c1lu<' ol .1 ,t:itt•c.l <p1,u1tity of .t !_!i, ,·11 <p1.1l1l\ cit ..,0111, I ,11111 prnd11cl t ~ 
corn or 1nilk at a :-p1 t di1·d pl.1c1· on a ,t,1lt'd d,1t1•. 1·11c- ,111nu,il p,n 
n1cnt ,vo11ld be thl' st.it< d 1p1a11t11\ of tl1t• p1od111 t 11111ltipli1 d h: ih price 
at tl1t• pl.1c1· ol' th,1t d,ltt'. Thi q11,u1l1t, nl th1 p1 nclt1(·t \\ 111dtl n•1na1n 
1111• ,,1111, hn111 \1·.11 lo ,1•,11. 'I Ii, ,,u1,d11lit, nl a111111,tl p,n 111111t "J1ild 
dC'p<·nd cnlirl'I)' upon llie L'tll 11'nl n1,11 k, t pr i(·t uf tlil' prod11C't '\111H' of 
tht l,1nd cnntr,1ch c·11nl,1in1 d ,1 pro, j.,ion tor, itl1L'r of these proLedun's, 
but sucli p111\ isiuris an· in IJ<;t' in t!H' n1id\\'t",t.G2 

Balloon Pa11nH nfi; 

\hno,l half of the fa1111 sellLr, and liu,l'1, (bS of 151 found 1t cl111-

tll S, 1 :-,t 1li-l1L,d \pp, 11dl\, p. 121 111/ra 
0- ~u· H.111, lir1 t, 111 S, 1/111,; I 11n10 11 l'rod11d l I m 11/ H.i~ \ L,1 :-.t..i 

L 111,. ul \\ 1•. !lull :--.o. 5.31 1~'3/-1), ::it ,,,irt & J11,t11s / ,1•1111,,.. for I ,irrn 011 H rrt l /11 
<11111 Ir d,1 t I "!I'" 11t l'/1111 < l.llll' ~l < I \ !Ttcult IT l 111\ 11f Ill , H, ,c ,t h llC'p ,t 
1 .J ( HJ.'5,5). 



, tnit nth pH, 1de fo, all 1n1111,1t1, n of tl,c rl'l.1tion,l11p h1 fine tl1c· anuual 
111,t,111111 11h r I ,L I r1irl ba,e 111ce \l thl l'lld of Lh(' L011lr,1ct 

a lurnp ,11111 p,1, 111 uh l-..110\\11 1<, 1 • h 111 l n p,1, 111('nt "i.:o, lH d 
tht• .unuunt l f tl1 1 r111l 1pal \pl, n·nth 1l \\ ::, , 1 u,ilt/.t cl tli,ll 

111 ,t of th, <; 1 , t bt,un a l0,111 fr 1n a 1 11n1 1 c. i,il lending 
1nstit11t1on t, 111 tl-. II on pa, inc_ nt •,!t\ 11 g 1 111111gag1 on tlit 
prop rh ,1<, ,1 int, \ d l.1t 1 <.1>11ll of th1 ntr, I<, p10\ 1d ·cl that 
tlil ,cl11·r \\1Hild ~1, l a11d .t c1pt .1111 rt~~, "1 c n nd11ct1011 qf 
ti 111 1 I I l l 1hL <l ,unou11l Ir, liotl1 t 1,,., tl11 11nounl 
1 f pt II tp d ll t r 111 Hn l 11np.1irl ,tl t!H' end of th1 tcn11 of tlll 
c nti ct ,,,1, u.ih/ d ,l\ li,1lloo11 pa,111 11t \C1.pt ,,here th1 cou
, f r,ion l .t d <l 1 cl 1111 1 t!:!;,H! \\,, opli 11, I "1th t 1tl11 1 the b11,, r or 
'-C'lltr a11d tit unt It lit· I ,ud c< 11l<l n t l 1: <lt lt 111111 Ld 

1 ht ,1, 1 1 .! 1 ii h I l a, 1 n n t , , , 1 s ,;,; I t , ~ l 1 11 pt I L t n t of th c p ll r 
ch 1,t: pn , f, th , ntr, ch 111, 1,h Ld I h1 r,n1.., · \\'.lS fro1n 100 tn 
<:.73 000 ,uid fr 1n 2 :2 pt r LPilt lll S19 per c.t nt f tlH. pun.:h.h1 price 'I ht 
d, t, 11 11!1t>n t 1t J/1 < f th, h,tlloun paYnlL nts \\ .ts ,t, follu,, s: 

~ - l 11 , t \ ml r C ntrart 
l 9 J :J ,.., 

9 <)'-)9 1 (j 
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lb· cl1'itrih11t1 n I I tlto l f b,dl, on p,l\,nLnt to I urLli,1~1• j)IILt ,vas ,L'

tollo,,·~: 
H II 
U,I" JOO 
10 0 I J 
.2( (1 - J 

U U- 9 9 
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rlie pro\ l~](JII l"L ~ard111~ 1111 b,tllouu p,n lllf IJh \\II l' \ :11 tabll'. ') ht• 
follo,,·in14 p,tlt1•1u-, \\t'It.: ob,t·r,td: ( 1 \ltl11111~h 11,1n'c!; dtlfen 111 \\ord, 
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"ould h(;_ d11L and p.n .1hl<. J the 1 1 ,n p.n 1nc·nt \\ a~ sornetlme, 
-,ho\\ 11 l'> th1.. I 1,t 1tcn1 i11 .1 t.1h11lar p1t .,, ..1trn11 of tht a,nounts due' 011 
'(lt'l ifitd date!S, .u1cl ('3 the halloun-p.1,n11 nt p 11.1gr tph, 111 tunes pro
, idPd th.1t the ~ellt r agn ed to I xec ult' ar,d deli\ t'r a dee<l and tht' bu Yer 
.1gr<'ed tu exeeutC' and deln er a 1norte;a<Te for th<' unpaid balance. The 
rl'p,l,1ntnt ,chtdulc and interest rule on the 1nortQ:ar,e "'ere not ahYavs 
pn,, 1dt'd 

\\'h, th,'r tht> parlii.:, -;J,ould ar:ree to 1 -..:ch.111,..,<. the contr.iC't for a 
de1 d 111d n1orlga~<' "hl n tlH· 1111p.11d I 1111 1p.d h. ~ ht <'11 reducl•rl to an 
a111ot11Jl 'JH:cifit cl or ... i1nplv to det Inn" thl" n'n1nining arnount due and 
p.i, .1bll:' cl, pends 11pnn tl1e t ircun1s tancr,. If the .seller j., in po.,tion to 
couti11u1 to fi11,1nct the tr.u1,actinn. it ,na, he a(!rC'eahl to the buyer 
to l'X( hangc a dt t'd and 1nor1g,1ge ,,·ith hiin If both partie$ June an 
.1dcl1•d .1,-.111a11ct• of kno\, ing ,, hat the pavrn1'nl ,, 111 ht' 11nhl th<' Puhre 

inch litl dnt•-.<; i r,·p.1id. :'\orn1 tll" nnd,•r thi, tYpt of pro, i,;ion the parties 
.in• nnt in p1Jsition tn take a<l, .1ntac:1~ of .1 hight>r or lo,\ ,~r rat<' of intere<;t 
or to ,p1•t cl up or ,Jo\\' dn\\ n th1• n•pa, 111tnt \t ht tlul,•. 

\\1h1'n the t onlr.1ct 1lc1e, Jl(lt conten1pl:1tt the ,1 lit r ,tcc1 pting a 111ort
g 1e;1· fnr tl11· u11p.1id hal.tnlt' the ,C'lltr 111,1\ ncecl to hnd a ne" in,·e,t 
1nt>nt for hi<. n101H'' .11111 th, h11ver n1av n1.:cd to find ,1 nf',v lender. Th(' . 
difficult\' nf fi11di11~ .1 111 ,v lend1•r u,;11,1lh "·oulcl not hP gr, at for h11vf'r, 
"ho hacl n•p,ticl n, t•r ;n p1'r c1•nt 1)f th1• 111 igin.11 princip.tl Hut tho,e ,\'ho 
still O\\'td O\'('J' on pt'! l<'llt nf th,• p11rcha,t' piitt' 111ight c-..:pl rienC(' ,orne 
difficnlt-v in 111'gnti,tlinc: a lo.1n . 

For a pnn i-;ion r ff,,cting a dPt~d and 1nortgag1' shift SC'C E-;chan{!e 
Contrart for \fc)rtg,1gt• p 71 If .1 ,i1nplc- h.1llonn p n111rnt i, clt "ired 
th1• follo\\·ing pn1\ i"ion ,vial fit rnnst -;itii.1tin11,. 

FI t\' \I, r \ Y\ IF'\: I' ·1 Ii(' p II ti, , 1g1, cd thnt "'h1 11 the niincipal ,11111 h 1, 

bc,•11 recl111·1·il lo ~ or :it .1 ,p(' iltcd d 1tc) tht• cntir<' unpaid 
princip,1l ""ill Ii, eontL' d11t· ,111d p n .,hie 111d fin.ti "ttle111t•nt "111 hl' 1111de 
at that dall'. 

Prrpaymrnts 

The d ebt-pa, ing ahilil\· of farnH'rs , ·1 rit•,; '"idt'l\' frnn1 ~ <'nr to Year. 
for thC'ir annual inco1n1· i, .iffcclt'ct h, prndlH tinn l'nnilitinn,; an1l tlH' 
priC'es of thc-ir procl11ets. Pr0<luctin11 cond1tin11s. ll11e tn thl' ,vcatht'r, are 
lnrgt•l\' he,ond tht• control of 1110,t To\\'a fa11nt'rs. \ f,,"· fannt>rs irrigate 
in drv st·.i,nnc,, antl son1t• fnnncrs p,trl i.tlh ,.tf<'~n.ircl thc>ir :1nn11,1l in• 
co1ne through l'rnp and li,·estock in<;u1 ,llll't'. \ll f.1nnPrs can h.1, e a 
liniitcd c ff eel on stahilizin<T thci1 ,1n1111al 111cnn1t' thrnucYh rrood farn1 '"' .., .... 
and fin ancia l 1nanact·mt•nt. F:1nn<'rs likt•\\·i-;c lt,\\'t' littll' control o, er 
th, pi-it c thnt tht•v rt't'PI\ t> for their products If it is .1nticip,1tcd t!1.1l 
prices ,1rc going to he lo", the, can incn'nc;e production, ,vhich \\'ill 
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Jri\ e price, ,till lo,, er if a11 f.1m1t'rs do the saint', or tlH'\ C,tn ~liif t to 
another product Htgardl ss of the mca11<; used to 1n.tint,1in a ,tl"'ady 
income. fanner-,' ,inn t l I C<llltt· varies \vidt"'ly. \s ,t lonc;ecp1ence their 
,1bility t1l 111ect f1\t l , 1al char~e, undt r l.1nd contral ts \\'ill vary 
\\--idely-k'ss \\'ideh tl u ,co1·1e, perhaps hut ... till th,, \ ,11 iations are 
,ignificant. One of the n1 1, used hv sc>lll'rs and h1n Prs in the land con-- . 
tracts ~tudi1 d to t 111[ PI 1t 1n part for ,uch , ,11iatio11s \\ ,ts to pcrn1it 
prepa:'nH nts on th u1 1id principal in .tn\ ,·t ,ll ,, hc>11 th,, buyer's 
incom<. ,., as 11nusu,dl~ high. 

In ,tbsenc:t· ot ,1 t.:Ont1ac:t pro, isinn. the ,t>ller 15 nnt 1<'CJt1irt·d tn .tc-cept 
,1 prep,1:·n1ent 63 E,·<•r: s<'ller and h11yer should consider thP ad\'isability 
of including a pn'IXl: 1nent pro,·ision in th<'ir land c:ontract. \ n express 
pro\ 1s1on authonzing prepa\ 1nents 1nay pnn icle that th,. huyrr 1nay 
1nake at his option, lar~<'r than required p,t\·n1ents nndcr conditions 
,pr>c1tied in the co11tr,1ct. It ma, pro\i<le also that accurnulntecl pre
I ,l\ rnent~ t·,1n ht· u,1•cl to ofl,et all or a part of the pa, 11H'11l clue on 
the l rincipal in any suh..,t·rp1t'nt ) ear. Prcpavn1e11ts n1:-i.y he used a)<;o 
to offset intt rPst pa:111t'nt-; ,ts th£: hcco1n<' J11e. 111P tonclitions under 
"·hich prepayn1L'nts can bl' us1'd to off st·t p,1, 1nenls chu 011 th<' principal 
.ind interest n1,1y liP lin1ited tn n1eet the needs of thl' p.irties,. 

H1111rr5' and Scllrr<;' Rract1on,. T n the field studv, th<' huvers \\'Crc 
; . 

.i~ked the q11Pstio11s. Can )OU rnake pa: 1ntnts in ad,•,1nc:(' on principal ? 

.1nd Doi-,s the Lontract pro\ idc> for this? In regard to the first qnC'stion. 
1-tO nf the hny{'r" saicl that they· c:011ld rnake preprl\ 1n1 n ts. thirtP<'n said 
thP\ could not. ,1n<l one did not kno,v. Th<> n·plies to th<> second 11ues
tion \\ en' 185 nin1· ,tncl tl'll, r<'sp1'<:th eh·. The huypr-.,' an<;\vers and thC' 
prcn isions of tliC' < ontrach dicl not coin<. ide in many casPs. For exa1npl<', 
nirtPte, 11 of the h11yt'f'i of the l\\ Pnty-fi, f' eontra('ts \\'ith no prepavment 
pnn ision.., said that tl1e, conld rnakc prep.iymcnts The discrepancy is 
1nitig,1ted tn ,l g<•n1·ral ff'rling that sellC'rs ,,·011ld permit p repayments 
altho11~h tl1t• ('<H1tr.1cts clicl not so prn\'idf'. For c-.:aniple, fivP buyers 
said th('v cn11 !cl 111,1 kc> prt>payn1ents. hut th,1 t <;11c h ,,·,ts not pro, ; d ed in 
their contr,1cts. \11other five said that tht•,· co11lcl, hut did not know 
"·hat tht>ir conrraetc; provided. 

The st.: llers \VCrC' approached on prc>pay1n(•nls f ro111 another vit·\vpoint. 
Tht·, ,, 1 n· asked, \Voulcl a contract pnrC'hase he> more effPct ive and 
U\t•cl rnOl'L' if 1t pl'rr11itt£'d \>11y<·rs. "ithin lin1its. to 1nakP prepavrnc-n ts 
ir1,, ,tf', of ~ood pric1'<; and high procl11c·tinn; Tl1f'ir n pli1•s \\ ere t\\'Pnty
fonr in the affin11.tth ,. six in the n egati\'l', and three <.lid n ot J...-now. The 
rPaS()ns for the affinnati\'t' anS\\'<.'rs \\'ere in tPrn1-; of gt'aring pa;m ents 
tC1 f.1rm incomf•. enabling h11yer to build up :-i. h acklog. r educing the 
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1111 >1 11tof u l r ,t t,, h,· p.1111 ,111d p 11 11t 1 tl1t bu,trto get out of clt bt 
n, v n 1, p s,1bl, I lie fl{ ~.tlh 1c n·plll n h1Clt d thC',C' 1de. ~ Such a 
pi I\ dv~L \\ 11ld I I f llll \ alta t > th,· II t 1nuch l ,kl.. l 1ng 
\\Ould hl rt p11rc.d liu\tr 1111ght nlinalllt it I\\ r r.tl lt 11 ttn,t nnd 
ton r.1p1<l n pa, inc 11t 11u~ht ha, 1 .111 HI 1111 t 1-.: dh 1th tnl.l_l ~u1n-
1111n/11 ~ ti, h11, t I tnd '>t II, 1 1t .,I on,· 11, , 1 l,1 1 to,; 1, t 1 it 11 r 

pn p.1) 111 •11l I 10, '"'"'" \\ould lia\C' bl t 11 1 t l 1 Ult p.,rl!t~ h.id ( n 
,id, red tht 111atl( r 

'I'lil' l·nndit1,1n~ 1Jf prc1 •': Ilh nt ,hunld ht t 1 I r 1n1dt t ,tut ach 
un11p1t '>ll11,1l1 111 1 ht· lllltial 1l<:1ns for cli c.u.,,, 11 ,lll I 1 he an1ount 
of tl11• pit p.i, 111111l tl1,1t 1, hu,, 111u h 1110n th. 11 t er 1111t l d.\ 1 nt 

011 pr111l'1p,tl, r 111t,·11 ~l t.111 ht· 1n.1d0 111 ,un Ill \ r 1,111_ 1n1n 111 11n 

d r111xi111uu1 ur hntl1. ' tlil t1111t Ll1,d th , nt ,111 l 11 1dt 

\\hlih,r.1ttl1t 1,i~1il,1rp1,1111.ntp1rHd .tl.111 11t ,r t,1,1 1f1t<l 
d,1lt. ,tncl \ lht u,t ul tl1t p1, I .1, n1 nt t ll d,,c th, 11 11d l, · n t 

a, .ttl ,,lhi t 111 till pl.ttt of "111ll l11lu11. p1tt1 1p,d p. \ 1 11• 1 ·nth pl.1c
ol ,1 f11l111 • JJ,I\ 11 t r1t < n 111tt1 -,t 

\n .111,11' ,1, 1 I the pri p 1\ 111,'1tl p1 o, l!llt'i n th, c. ntr.1 h u1 ludt d 
in tl1\' ,t11d:-, tl\t,tl, l1t\\ ~1Hli lllu,1,011-. \\tll 11,td 1111 ,I td, ,l,lllt 

light 011 IH1\\ ,11<.11 pro, i,H11" 111 t\ h, 111adt 1111 t l 1. If c 11, t 11, 11 t It. nt 
1•lvr11t 11h 11i tl11' pt< p,t\ 11H nt p10, J'1llll-.. 111 tlic 1 St 1. J11tr,H.h 111.n bt ,um 
11i.1n/t•d ,1s lollu,, ". 
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\rnouut nf I'rc1 'I he :11nount ol lh,• prcpa,·111e11t ma, \Vell he 
r 11tld. \ 11Lll,.., tht tion-, "}lt'cified i11 thf''>t' cn11!r1ct:,, \\ere: (1 

:\ot lc,s tl a11 a -.tat<:'cl a1nount-Sl00, $500, or annual payxnent on prin 
cip,11 :2 11 t 1nurl th.ill a stated amount $500 ~l 000 ,u1nual payn1ent 
on plincip,d or a la1 ger ,tnu 3 nnt nlon tl1.1t a stalt d percentage of 
tlit l r 1 ( I .d 1un lilt l11<l1n:r the It ~ul.11· a11J1u,ll p.n 1nent, l ) not ll'ss 
than a :-.tatccl a1nount and not rnore thnn a s!att u ,1111t)uul; .1nd ( 5) not 
k ,s than a ~t.ited . .1nuu11t \,·ith no li1nit.ttion on the> rna:-,,:i1nn111 arnount. 

\\7hcrc < n1, t11t· n1ini1n111n \\ ,ls; sho\, n it \\'as usualh in ter n1s of 
· $100 < r 1n11lt1plt <; then of." Such a pro, ision prc'VC'nts unreasonably 

n ill 1\ 1h ,111d odd qnns. Tbt It'\\ pro, rsions that prcn icled fnr a 
ind.\ 1 11 \ ·n u-.ualh dl <i1~11C'cl to prt'\ f•nl th, total p.1, 111e11t pn•p,1, -
me11t plus regular p:n·nH?11t 011 princip,tl, fron1 h1 i11~ liJO l,trl.!;C fron1 the 
<ic>II 1 ", 1 \\ l oat \ largt pc1, rnt nt in :111\ n11c: L':1r 111.1: causC' th<' '-('lll'r 
an i11cr1 ac;L d inc-0111c tax un his capital gain. 

\\ht th1 r p1 e1 a\ n1t nt pro, i if n hon lei he included <lept"nds lrea, ily 
upr n thf' ~itu.ttion of thf' st·ll1 r Such a pro, ision is ahvays bC'ncficial 
to t11 Inn, r ht (a11'i1. 1t 1s at 111, np,u)11 'l h1· sell Pr 1n,1:' not ,vanl to in
l lud1 a pr, I a, r nt pru, •-,1011 1f thf' dis,t<h ,1ntages to liin1 out\\ eigh th e 
a<l\ ant 1gc 'i. un1e ,c Hers n1ay fiH<l it incon, enient to accep t an cxcep
t11 1 ll \ I. 1 ~t· l rt p,1\·1111•nt iii ,tn, , ear For retired pt>rsons and other~ 
\\ li l d, l nd I ,rgel) upo11 p,t) 1111 nts undl r the contract, the incorl\ ,·n 
icnce ot an UJit\ en annual incnrnc rr1ay be suhstanti,tl. The possibility 
of l101 ten1ng th,· tL rn1 en er \\ hich the s(•!ler ,vill receive incon1e mav 

~ . 
, II IL nl co11t< n1. Th(' pr0Llen1 o~ in, <.:sling the prepayn1enl may he 
c1 d( tf'rrcnt. ThP incu1ne tax ramifications of a substantial prepayment 
is alv, l) s a 111,ttter to he ,veighed. 

Ti111e of Pre pa'Jn1cnt. The time of the year tha t a prepayment can be 
11 tdC' 111,1) I L "P t 1ht cl in the contract if auy parti cular time '\VOnld b e 

d1 ,1ch ,lnta•.u nu':i lor tlit' seller. Tll ahsellce of a specified tim e, the bu) er 
i, fr E' to 1nak( pre pay1n<>nts \\"henevcr it is convenient to h im. If 
,p,·uf1<'d ti 11 date slioul<l mec·t the IJ('<.:ds of th t> h \ o parties and should 
1n1•11 t tl1C' critc ria discnssed under T ime of Payn1cn t, page 13. The use 
of thP regtil,lr <late of pay1ncn l rnakes easy the recalcula tion of the re
pa, 1nC'nt schedule. 

Use of Prr11aymr.11t. In the ab sence of a con trary provision, prepay-
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,nenb nonnall_:, \\ ould be used imnH di,ttt'I) to reduce the unpaid 
balance. This ,votild reduce the cost of 1ntert ,t under C'Jlher an1vrllz;1-
tion plan. Fort) -four of the pn payn1ent pro, i,ions t a11ed for such use, 
\Vhile si.,ty-ninc did nut IllL'ntion the use to be 1n,1de of thl' prepayment. 
\Vhen read in connection \Vith the general repa) 111ent ,1nd interest 
clauses, hu\ve,·er, it appeared that all prt'p,1_:, 111e11ts \\'oul<l be used 
i,nmediately to reduce the unpaid balance . 

. \ n1inor ,natter that 1nay loon1 large in the 1ni11Js of -..0111e parties is 
tlie recalcul.ttion of pa,:, n1enls suhse<1uent tu a prepayment. If the re
payrnent sLhedule follo\\'S the Springfield Pl.in, calli11g for a comtant 
annual payn1ent on tl1e prinL1pal sun,, the n·c:ak uLttio11 is of little con
cern, except that it n1usl be 1nade. The pri11cip,1l pa_:, nit 11t n 11uirLd for 
the ne,t ) ear ,,·onl<l bf' the san1e as if tht pupa_:, n1ent had not been 
n1ade. Thl' interest pa_:, 1nent "·otil<l be less becau~(' the balance o,,·ing is 
dccrC'ased. If tl1e repa)1nents lollo\\' the St,1ndard Plan of amortization, 
the recalculation of the annual pay1nl·nts bL'come~ inure in,olved. The 
recalculation ,voulcl iollcl\v t11e 'ia111e proc:ess as the original calculation.64 

6-1 S,nn,• t x,unplt, \\ ill ii1d1t,tt, tlw c,u11p11t.1l1011 111 ,1rn111,d I 1\ lilt 11!- \Htlwut 
,u1d "1th prqi.t) 111,·11h, for the l\, o ,u11orh1.1t1un l'I m, .\,\nmc. 111 on ·111 I I l t of 
::;2.5,000, intt're\t at 5 per n 111 ,ind tt n11 of 20 : e.ir,. 

":;pr111gf1dd J/,rn, .\11 a11n11,1l jl,I\ fill 11t on pr111upal 11f ::; 1,250 1\ reqturl'<l t.:> rt•p,l) 

Lin• loan 111 20 \l',H~-$1,2.'>tJ \ 20 \,·,u, - $21,IJIHl l11t 1e,t i, ,1dd1t11 n ii ,llld 1 

tomputt-d fpr e:id, \'1 1r 1 11th, t11n~11t 1111p,ud h.il,m , l l1t fart ,cl Pdul d an11111I 
p,t\1J11 nt \\ 01ilJ lw ,2 itl(l S l 2~0 prmop.11 ,utd <:;I ,250 mt, rt ,t-'23 0()() \ 5 
pt•r u·nt). Thl' \en)l11I .1111111,il I 1: lilt 111 would ht ::;2, 1J"i .5ll \ $1,2.50 pnnc ipal and 
$1,1.Si' 50 mltrl'~t ,23 ,=;n , 5 pt•r u,11t . 

11 ,l p1L"p,1:,mu1t , f ,1,000 rn1 pr111up,t! 1, 1111,ll' ,tt tlw l'llcl of the fir,t \t 1r 
the \!Ullld ,lllllll d pa\lllt 11t \\uttld IH '$2.3~7 50 tSl 230 p1111upJI .111d 1 1 .. r,.50 
int, 1t t-':-22 750 \ 5 pt't u·nt . L:rnlLr the Spnn~hdd Plan ,m ,1ccurnul,1tt>d prc-
1'·•' ttlt 11t ,ii ::. l,(){)(J nll..:ht bl u,<'d t,l rt'dun the p 1\ 111u1t or, (HIIJLlfl ,I C.Ul 111 ,th\ 

,11l"1 qut 11t \ L' u to $250 from tl1L '-L l1nlull'd $1.250, ii ,udr co11d1t11rn \\t:fl :.p1:c1-
t H rl 111 ti 11• l 011tr.1L t 1 J,c rcc,tlcul,1111 11 proc.·t" would lw 1 ,,, t 1 ,c<l- -ti L pnnc1p.d 
\\ 01dd 11ot lw reduu d a, sd1<'duled ,llld tlw inten·~l would he ba,ed on the un
p,tid balance. 

St 111d 1rd I {a,1 • I )11 .1111111.d p,1\ 111, nt on pn1H tp,d ,uHl rnkr• ,t 1, t·,111,t.,nt 'I lit 
pen t1 >II ,it the p 1~ Uh nl th 1t .1pphc, to pr111npal IIJLTt'.t,,, L,lt h :, c.1r ll\, r tl1, pt•nod 
, t till l,1a11 "l11h th 111 t, rt·,t po1t1011 dedint, fh, tot.ii ,1111111 ti p.n11, ut 1, :-i2 006, 
, 1mp11tl<l ,1' lull(,,,. $23 ()(Hl, 0802-13 \ ubt 1111< cl fr 111 111tt 11• l t 1hl,, f r 'l nd ... rcl 
l'l.111 .\rnurt z,1t11111 c:;2 (J()/,. 1 h, 111tt-re,t purl1C111 ot th, IH,l p,1\ 1111 n: 1111 unt 
tu ,1,250 '$2'3 llilll :-. 5 ptr Cl'nt). ·1 he rem,1indtr of the total p,1:,mcnt, ~756, is 
p,t) 111, nt on pr1nc1p.d I he ,,·cottd ,1111111 ti p,t) 11w11t 1 m,td,· up of 1nt1 rt: t and 
J'TIIILI p.d L, 11 ,llo\\ s;~s.ooo - $ 7 56 =- ':;2-1 2-1-1 \ 5 pt'! ct•nt = 51,212.20 ( lllh'rc.,t) 
Tht• arn.1111tltr ($2,006- $1,212.20 - ::,ilJv.~n, l\ p,1,mcnt 011 prmcip,d. 

l'r,•p 1, 1m nh u ,•d tu ofbd ,ch, dul, d p,1ymu1ts \ll1lh r th<' ::,t11,<l irJ l'I 1n .;;.u, 

l1o· lia11,illCI 1,, 011, td h, o .1ppro 1che, ulltt r f ,d11d1 \\ ould llh d tn 1 c I cihtd 
111 th,· , 11t1.1lt ·1 hl .1ppr, 1 h 1110~1 < ,1,1h , 111p11tui 1, to t ,11t11n1t tht• nnnunl 
rj\Jlllllt of $2 ()(){j If,\ prep,t)Jlltlll { I . I()(\() OIi JHIIIUI)jl J\ m de lt th1 ~11<l 

ot tl1t f Jr,t : GU. tltt• 1111p,u<l purl1011 of thL~ pnnupal ,, ould b, re duce I t 23,2-l-1 
'2121-1 - Sl,000 = $23,2-1-1). 'll1t• S<to11d ,11m11al p yn1enl ol ~2,000 w uld 

con,1st uf mterc~t a11d pn11<:1p 11 n~ follow~: $23,21-1 x 5 per cent = "-1,102.20 

[ I Ll I 
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Ten of the contracts I ro, ided that prt'payn1ent.s could he used not 
only to reduc.:e tht unp,11 I balance, but any future payment on principal 
,,·ould be ,vai,·ed 111 111 n1ouut t'<i ual to the total of the accun1ulated 
prepayrnent.s. Tht'~e pr , 1.sions encourage the buyer to n1ake prepay
ments, for in years uf Io,v 1ncon1e he could use prepay1nents already 
made to reduce ur to re. place con1pletely the scheduled principal pay
ment. .-\ provision co, eru g the privilege of 1naking a larger-than sched
uled pa: 1nent in year t above-normal income and the concomitant 
right of using accu111ulated prepayments in a year of below-normal in 
con1e should be considered by every seller and buyer using a land 
contract. ~uch a pro,·1sion ,, ould add security to the fin'lncral arrange
ments ID rnany land contracts. This arrangement would not leave the 
scllt:r ,,-1thout income in any } ear, for the buyer would still make the 
rec1t11red interest payment. Frorn one ,ie,, point, such prepayments are 
the san1t.! as regularly scheduled principal payments-they are imme<l1-
ately deducted from the unpaid principal; the buyer ceases to pay in
terest on the arnounl prepaid; and the seller can use the prepaid sum as 
he sees fit. From another vie,,point, prepa} ments are unlike scheduled 
pay1nents-the total of all prcpa} ments is a recorded sum that repre
sents the amount of regular, scheduled payments that may not be re
quired as they become due. Each time a prepa) ment is used as an offset 
agamst scheduled payments, the repayn1cnt schedule must be adjusted. 
Either thP amount of remaining scheduled payments or the length of the 
tern1 must be increased. Because the interest payment is ahvays calcu
lated on the unpaid balance, neither the seller nor buyer gains or loses 
inter<:'st, assumu1g the contract rate 1s the going interest rate.64 

So1ne sellers and buyers may find it advantageous to use prepay-
111<:nts to offset scheduled payments on interest as ,x.·ell as on princi
pal. \\'liere this appears advisable, the use of prepayments as an off-

in tere~t an<l tJ1e remainder, $843.80, ($2,006 - $1,162.20) 1s paid on prinLipal 
The dft:< t of continuing the scheduled annual pa)mcnt ,, ould be to shorten the 
t, rm f tht: uiutract. 

I he ~ccond approach under the Standard Plan is to recompute the annual pay-
1111 nt, lo,, cnng 1t but leaving the term of the lo,n unc:Langc<l. Aga111, a~,uming 
a p1t JM)l ll(•nt on pnncipal of $1,000 is made at the end of the first year, sulhe
r1uc11t annual papnents would be $1,923.32 con1putc<l as follows: $25,000 - $756 
( fu~t pnnupal payment)= $24,244 - $1,000 (prepayrnent) = $23,244 x .082745 
= Sl.Y23 3.:?.. Of the second annual payment $1,162.20 would be interc~t an<l 
$761.1:?. would be on principal. (The ainortization or repayment lactor-.082745-
JS for 19 annual payments at 5 per cent interest ). By tbis approach the amount of 
tlw annual pay1ne11t would be recomputed each tin1e prepay1nent~ are applied 
again~t tl1e principal. U ndt.:r either approach the recalculation process would be 
rcvt:r~ed if accwnulatec.l prepayrnenb. later \vere used to off.~ct any scheduled 
pa) 11wnt. If the contract provides that payment on the principal m year:; of low 
tarn1 i1a:011H: can be reduced to the extent of accumulated prepayments, it should 
indicate which approach is to be used in handling future payn1ents. 
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.1•1 1111 t ., IL d11l1 I 1nlt r t p 1\ 111• 11t I l h ndl cl lhe ,.1n1e a 
tltc 1r 11-. 111 Ll1 pl I of pr nup I I 1\ n t 

l I 1 11 I -,1< 11 1 .i pt pnuHnt pri,1!1 l l p .ir-.; t l c;atisf ct<n 

•o 1111 t l llt 1 11 I I 1 1 1t tit 11 l[ l 111l1t I prt pd\llltllt 

tn ,,ff, t I ll Ldt ll I p.1,111• nt c II p1 11<1p I r 111ttrt,t \\U, not "id h 
l r 11 t1 I I I 11 I I 1l1111 f t1 .11111 I I ,111 nt , 1npt.1r 1u1te 

111\11 1n t ,111, p.irlrl ,\1111 ti I n11,1 \L1l1, ti ught f 
11 f pn I 1, n1 1 t I l I L 11l 1l.1t1 r, 1h n lt s ,plain d 

1n toot11 t ( I I Ii, ,l)tt dul, Ip 1\ 111 nh 1n \ n r , I r rll re d 
I l I 111 I I II l cl ti I l( 1111 I r l fl I Tl I I 111 1 \ n ct l 

l It n , I 1 1 111 1 11 th 111 fht I p1 p , 1 t nt t ff,, t 
1,,, l1r,h l11hlp.n'l1Hnh 1ld, 1 d r, \dI b1l1r. thatm, 
111111 JI h t ] ,] I 11 "l] p; 111 I bt \ I 'i H1 t ,l h c; t 1 h 

11 , I , du I r I 11, hi .id 1,t H t 1 , t 

r 11 l\\ 1 1 ti" 1n11 h , of I 1 ,,hit iil 1 t 

If 1, It r :1.I1d 1 1 \t I t nl• 1 111tn 1 l u11l t ntr I t \\ttl th x11tLl 1-

1I 1t 11' 11d1t • n \\ ill 11 f1 If ill d tl 1, .,J 1 Id ti, t tftc; 1. rLl th 
11 tu 11 11 , , t 1 , 1 .1 ,, 11 :1 l I 1 " 1, I I t , 1 l 1 , I 1 1 t t r 111 

f 11111l 11' ti .1111111 ti p,1,n1, nt sd ldt1lt f Ii 11 n1 kt pr1p \Ill nh 
,11d 11 , 1 1 1111:11 d u, l'T(l 1, 1111 nh t, f ff-. t fut 11 p \ 1 nt c uni t 

I, '[I' t1 n I lhC' l1nd contr.1Lt 1111\ f1nLt1 n 111 1 tn1h ,l'- 1 
t 11111, I , 1 , "11I ti h11tll 111-. I t 1rtl ol 1 prup r, " 1 ltd pre 

) \ I l 11 I [ JI I\ Jl ~t 

f 111 , ,1 n ( , I tl1t .111 h ,1, lf ti, p1ep,l\ nH nt pr , h,on':> 111 L nd 
, 11!1 1(h uni nl till 1 u t1 HI of IHI\ 1 :111 I ,l 11, rs to p1 p., 1n nt pr 

, 1 1011-, 111,, l l ~1 111 nnii , cl ,1s loll 1" ,: ] Tl 1n q nt, nf intr 1 b 

ont 1111 .1 pt p 1, 1nl 111 pi,, 11.,1L111 2 111 11 c ,t lh,, nnd h11, tis\\ uld us 
prlp, ,,n 111 p1 ,, 1,1on-. ti ti l, 11udt 1,111 d ti Lill, 1 111. n\ prlpn1n nt 
pr•, 1,1011-. • 111ld l t unp111, • d. ,1 tl111g n11n1n111n1 .ind 1n 1\unu1n 

,11111H111h -;lil uld ht t1111,1d111 d Ill 1nt1,t pap,1, 1nc11t p1 , 1s1un.., 5 1t-

p111111' th, p11 p,1, 111l 11I .1111 1111l t I I)(· u, Lt nn, ol 100 01 11111lt1ple, 

th, 1, r I 111.ik• ~ !11 t .1,1• 111 bo 11--kLt p111g ( h linHl.111!! prtp,l\,nc11h to 

11 •ulH p.1,1111111 d.itt'i uirn he dl ... u.1hlt, i LI e p1tp,1,111u1t '-ho11ld 
hf' tl'>l d 11111111 di 111 h to, ,·d11l 1 !ht 1111p.11d h.11::lnc 1', ancl S n prD\ 1,ion 

I" 11111ll 11,g 1111 11,1 of ,1c, 11111111.tll d p1, p.1, llll 11ts tll ff,, I , £!;11111 t p,n 
11111,h 011 p1111L1p,tl or inlt ,, ,t < 1hutl1111 .11,, ,, .u ,liould h, c 111sidcr1d. 

I l11 fnllt \\lll, Jl'"' 1,1,,11 1s .in 1lli,.,h.1l11 n ol \\l1.1l .111 nppropn te pie 

fl,l\ 111( 11[ p10\ 1\1011 1ll1 •ht l 011t.1111. 

I !{I] \)\II '\I I HI\ II l l l lt1,f11LI I I< I I ,tllll lt\{f ,lllll I-
I 1q 1\ 111t 11t, 111 'i !(JI) 111 1111ilt11 I , tl11 1, ! 11 \ ll 1!.11 p" 1t nt lit . 
LX q I \\1111111 tlit \l 11 1 ! ~Ill '-,11 I, 1 • I \11 t 1l \\I I lie llstd 1111t11L l11h1' 
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l I 11·d11 ( thL 
,,,tlw1111 1 
1111•111 

I II I I t I 

lcluut,t11 

I I II I ( f I' {1' I II j( ll I 

' II r 1p.11d lul HILL' thl' ,,!Ill<' ,lS I( •..,111.ir p,n nH'llls 

lio, 1. 1 ul 1 11 L 01d ·, ill bt kl 1•t ,f tJi,, tot.11 
, ti,,,, .11, 111( 1 1 1 I t11t I I tu11111l.1tecl pre-
1.i\ I I LIL d1lu 1 11 11\ \ t 11 t tliP optinH of 
1n1 11 11 ti pi • c 11 .ii r II t. 11·,t 01 both 

\ 1f1 gu II d tlr,tl c. 11 pro, idrd for in n1nst l.1ntl l·ontracts 1s a 
1 < 1 t I il>l1 ,11 rd111.1l1 1 1c t111tt' ol , L ,u tl1at till· hu, er recrh es his 
I II l!;t t 111c., ,111, Luid ,, ht II lht"' p,1\ int nt nr pa: 1nents on princip,tl ,ind 
1 11t I t .i1 dn \ltl1ougl1 till ti111e of tl1t• ,ear ,vh<:n p,nments becom e 
d11 l,111 ],1 "P' 1 if11 rl <'\:,l( ti;. thl' ti1nc of large-.,t incon1t· 1n<n , ary n1ore 
ti .tn tl111l\ d1,.., f1<1n \t',ll to :L•,11 on a \\'t ll-or12;ani1<'<l fann 

~<11111· b11, 1, 1, c 1 ,, e ,t Ltr~t• p,11 t of tln'ir inc•on1(• during t-,·o or more 
1 1 11tl1-., I tl1t , 1 11 ln suL h 1...1s,•-., till' P·1:' n1C'nt,:; 1night \\'ell he· coorcli -
11 t 1 , II 11 ti , 11 111 urc <,. Si1nil.1rl\', there 1, no re,1son "hy a dairy 

t ,nn1 1 ,, lio 1 1 t\ 1•<; JllLllllH 1•,tcli 1nonth rnit!;ht not find it ad\'anta~e-
• , 111:-ikt j>.t\ n1L nh ~onn ,d tf'r he rcct>i, t's tltL' rnilk chec. k if monthly 
p 1 1 nh I 1l "< II the tH ( d-; (Jf tl,e sellf'r. Indeed, rnonthh· pa)1l1f'nts 
.ir, 111itt• 1 11111non 111 to,\ n n•-..idl'nCL' p11rch.1sC'<; ,vliC're buyers receive 

ti 1r nc HlH' on ,l lltllnthh h,r,ic;;. 
r l, , 111 <; 1111 t I nng .1 hou l t I 11' t non lin,1 tion of inc-omt' and pa) men ts. 

tl1r h1n,·1s \\tit' .t<;kf'd \\h,1t 1nnnth nr n1nnths dnring thl' \'<':lr the~· 
t< " d the l.11 ~t sl i11lrJ1nt• f ro,n thPir fann'-. The tin1e of thf' largest 
n 11111 an<1 th, 11111 of the p,1\ 1nt•nt on 1 ,tch contr,1c:t ",1s cnrnpared to 

, I, ti 111111, hf\\ "L II thc- t\\·n ti1ne p<>riods "Lr(• coordin,ttecl. I t ,vas de-

1 1d1 l ti ,t ii tlr< l.1rl!;t'st inc 111n1• \\':-ts n Ct>i\ 1·d \\ ithin thrf'e n1nnths im-
1 11 Ir t, I p11 ll 1,, th, 111011th 111 \\ hich the p,t\ tnPnt \\ ,ts due. the l\\'O 
I. t,, ,uld ]H ad<1p1,tl1'h to1J1diu,1ted For cx,unple, if pav1ncnt \\''lS 

I 1 • u \I 11 11 ,111d tl1e h11\, 1 's 1 1 ~• .":>t 11H (1111<' \\'.ts n'C'C'ivc<l during the 
p11 1 l, h111,11\ l,111u 1n or l)Lc 1nh, r.111".i inL01ne ,incl pa,1ncnt ... \\·onld 
I, , L 11 { , rdi111t J h1 c<1ust> norn1alh h1 \\ u11lcl he in a hL·tt<'r position 

' 1 k ti t p,, nlt nl th.tn d thl 111con1L' "t rL' rC'Ct ivC'<l a longt·r time 

I I p 1, nll 11l \\ :1.<, dul' or .ii ll'r\\ ,1rcls 
11, 1.: I I 11, tr-, 11,, d 111 th,, .111:11' ~,.., did nut cnunlin,1te VC'f\' \\'ell 
1r p 1k int 1n1 ".i ,111d p 1, 1111 nt, 1i11 th1•ir I.ind (C1nt1,llh. Possibly nnf• 

1 , ,t • 1 1 k , I t (>t h11 . .1l1 11 ,, tli,1t .. rno, 111~ datl'" in Jo" J has 

t, 1 lit II ilh h1 < 11 \I 1r li I Pu," ,,1011 \\,1~ 11-.11:111)· gi,t•n nn th,tt date 

,n I 1n11u ti pt\ nit 11h ,, L ll' t1<;11,tll: rl lntccl to tht <late of posse!>Sion. 
~"t\ p , L nt 11 tile pa, 111tnh "tr<' dut· in ~larch. 'fhe month)~· clistri

hut,on of PJ)Wt nh "Pre as follu" s: 
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,\J 0,11 /, l\'u111bcr of I'aynicnts -'I tli :--..·11111lu•r uf T'ay111ents 
J.11111 ,n 14 I 3 
Ft bru,11 \ :3 \ I •11<;t I 
:\I 11d1 106 !)l 11tu11 bu 19 
\ J>I ii 5 (kluber 5 
\[ d \ 

,.., 
:-S:o, ,·11Jl1t 1 5 I 

J1111c 3 De< ,•1nb, 1 fi 

I..,.., 
I I 

For purp1lsc-; of .inah sis thP land contr.t(h \,·ere divided into four 
group-. as fo llo,\·s: 

1 I , ()nL p1•.ik inconH' .ind one p,t)m(•nt p< r )ear. 
:2-1, 1\,n pt>ak incomes an<l one p .. 1y1nent per year. 
l -i. ( )uL' peak inlon1e and t\\·o pa) rn,·nts pc r ,·car. 
2 ~- 'l\, o p<'ak inconH''i ancl l\,·o p..1;, 111< nts p r \ <'ar. 
()f the 1,, opport11n1tll-. for coordination 1)f tl11• r11C1nth in ,,·hich 1n

c()1n1• \\',ls received and tli<· 11100th in ,vlti<'h pay1nent ,,·,ts due, onlv 40 
pt>r cl'nl ( ,0) \\'t:Tl' "l'll coorclin,1ted, that i..;, the hu, t>r\ 1nc1ime \v,1s 
,, itl11n tl1n.•c• rnonlhs innne<li..itC'l:• prior to tl11· 111011th in\\ hicl1 p n rnent 
,, as d11e. Tilt• rl'l..1tion of month of larg<·st inc omP t() n1011tl1 in \\ liich 
l..trg< ..,t p.i: nH·nt ,vas d11<>, i,; s11nnnariz<>d as folio\\,: 

\\',/[('o \ I ( II C rd, Ifl Ill 

('n11tnu h f 11co111, l',11111,, 111 , rd11wtr I 11 r/11 u/ J ( ,, ,, rtu,111 , 
(;ro1111 .\ 11111h,·r \ 11111/Jrr \ 11111I,, r \1111i/1lr \ II 11,lJ r \ 11111/Jrr 
1-1 71 71 71 )( l 3-; 71 
~-1 21 ·12 21 I I I 12 
1 :") -- 21 21 12 12 lo ..:12 
~-2 11 () .., 

I I I I OC) -- --
Total 12 I I ifi } iL) 7(1 111- 177 

In the in ten it,, s, n, ith, r bnvers nor '>l lier, !-l l'rn, d 1r111< h c.:oncC'm d 
✓ 

\\Jtli tlu, ,1111at11J11. \\ 111 tiler tho 1 \\l10 cn11n')cl1 cl \\ith tl11 m hrot1ght up 
tl11· ,11bj1·ct \\a, 11nt de ti rrnined C >nh trn 1111\, rs indicat<>d pre ferencc 
for ,t p,n·ment d.1le <liff<•n nt f1nn1 th.it sp< c.:ificd in tlt,·ir contracts. Th<> 
rr10,t I rt·1111< nt I l',1sun for \\',11iling ,t cha11g1· i11 p,1yn1< nt date ,, ac; that 
tht• p.n'IlH nt liad ti/ hf" rnad, · 1n .ich .inc<' qf t lie 11~11al d,ltP of tlieir 
l.tr~est in< on1<'. (>thrr n asonc; 1ncltult:d tlie cl, <.in' to n1ake t,vo p,1•, 1nent 
rath1 r ti :111 on<' or on, r,tlh"r than h, o. One bu\er indicatr-d a cl<> rre to 
n1 .. 1kc trll' pa,,n,,nt at an) tune during the> year. 

The ,ellers ahnost 11ndnin1ously agrce<l tl1 1t C<Jntracts ~ho11 Id pro\'ul, 
that till· pa) 1neut on prior 1pal ..1nd intcrlst \\'1Hil<l be clue \\ hen tl 
bu, l r nu 1\ es lu, 111.1101 1nt.:1i111t.:. The H n,on'i ~1\ en \\ erL that tla lier 
\\r ul I IIH r l1~t I, g, t ti pa,1n< ntc; .incl that 1t \\011ld be eas1L';t for th, 
bu\ r to pav \\ h1:n ht r('l:ei,t->s the .1sli The '-tilers alc:o in<lic .. 1tc<l that 
th ) ,. ndd he \' 1lhng to a<.,'('1 pt '-E'\ 1,;r ,d ~n1<Illl r p.:.i) rnents a ) ear 1n tlv 

1 



place of one or t\\'O la.1 ge pa;ments, pro, ided they received the same 

total arno11nt ann11<1ll) 
lt \Vuuld seen1 tl1,1t tlil interest!> of both parties "'ould be promoted if 

t!te Lontract adc<111atll) <.: >ordinated the periods of income and payment. 
Tht• p<t) rnl'nt date slio11l l not be fi,ed at a tin1e that \vill handicap the 
tinning opcratiou lcleally it should be soon after the receipt of the ma-
1or f ..irrn iucomf'. Coordination of the payment date \\'ith income is an 
eas\ mattf•r that incrcast:>s the likelihood of s11cces-.ful fulfillrrH'nt of the 
contract ,vitJ1out causin6 either party any problem. It should be done 

in n1ost contracts as a matter of course. 

C;E;\ER-\L CONTR-\CT PRO\'ISIO~S 

l 'ollectcd in this section is a melange of problems of , arying degrees 
of in1porl,111ce connected ,vith land contracts. The common characteru
t1c of these problc•rns is that the} relate direct11 to neither financial ar
rangt·n11·nts nor 1t'rn<:d1es. In treating these matters, generally an effort 
h,t'> hl'vll 111~Hle to sui,. ey each item hnl'fl}. report the findings of the 
field st11(h, and then to dra"' thP rnaterial together by ,vay of sugges
t1<111, tor nnprtl\ l llH'nt. 

()11l' ,111:<1 ot Ill<LJ<>r irnµorta11te, that too irl't1uently is inadt•<p1att>h 
li.1ndlcd. i, tl11 clnty of the seller to gi,e the buyer a rnarketahle title 
,111d tli<' conditinns undt'r "ltieh tliC' titlt• \\'ill pa-.;s to tht buyer. The 
J,1t1• tit.it rt",ponsibility for t,t\:t'S and special assessn1ents passes from 
tit<' .,, lit I to tht• h11\ er sbo11lcl hp dett·rn1ined by the parties and their 
,t!.!/t't'T11l nt ,t.1t1•d C'le,trlv in thf' tnntr,1ct. Tlie contract like,vise should , 

1 lllll,lln ,1 p10, i,H)IJ spc•ctf) 10g "lieu the risk of lo-;s shifts from the 
'l'llcr to th,· hn,·Lr ancl the insurance, if any. that each party ,vill carry 
d111111!_! tl11• tln1t· tit.it e.1tb i, it",ponsiblc for any loss that might occur. 

\u\ 11•-.1 n <1ti1111s 11f intt>re~h th.it tlH· seller desires to make should 
lH· d1S1 11 <.1·d .ind tlit• a~rt't'1n<>ut -.pell1•tl out in the contract, covering 
p,trlit 1il<1111 thl' right.. In 11se, to in,pt'cl p1•riodically, and to participate 
111 1nan.1~1·1nt>11t ()\\ 11l'r:-hip of {!JO\\ 111~ l rop, n1,1y IH•to111t• ,111 1,"11 

in L':'lst' the co11tr<1ct is ~ilt'nt on tlit• 111,1 ttt 1. Pr<)\ 1sions on fixtures and 
ptrson.d proptrtv should co,1r ilc111s. 1f ,lll), tl1at the seller "ill leave 
011 tht' f.1n11 \\'lil'n he gi, c, po..,,t <;SHH! ,incl itt•1ns tht• buyer n1~y t.1ke \.Vith 
111.11 1n <.:.l~<· of forfeiture. 

·1 he coulract r11.1y Lontain pro, ision:-; thcit ,vo11ld t·ncourage the buyer 
to 111,1int,tin tl1t• t ,1r111 in a good st.lt,· ol rt pair and P\ 1•11 In 11nprove it. 
But pro, 1s1nn ... on rnt't ting stand:ud-. of !,!;Olld husbandry ,ind rnaking 
11npr )\ 111t nh IH l cl to h, carcfu ll\' clr.1\\·n to attain these ohjectives. 
I he <.:ff(. rt uf l11nll 1t11)11s nn th<' right o{ the pc11 lit.., to <1<:s1gn their interest 
in tht co11tr.1Ll ... hnuld he lOlhJdPred. F1nalh 1f there is an L'\i-.ting rnort-

-
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1s specified for ±11rnish1ng an abstract. the seller n1ust furnish it at a 
reasonable tin1c bt .1 . J1e time of perforn1ance.71 

In the field s tud) co, cern \Vas focused on hvo provisions involving 
tl1e title-its 1n,1rke tJ.hility and \vhen it passed fron1 seller to buyer. 
~lost contracts contain 1 provisions re<Juiring an abstract of title sho\.V
ing that the sellc r h C' l<l , t n1arketable or merchantable title. Under the 
cnntraLt, . t1tl1 11,1 lh I tssed "hPn the bu1 cr completed all of the pay
tnents of princip,il and interest and fulfilled other conditions in the 
contract or ,vhen the c ntract ,vas exchanged for a <leed and n1ortgage. 

The content of the pro, isions 1n the 154 contracts on title may be 
stun,narized as follows: 

ltc,11 \ '11111/Jrr of Co11trarts 
K111d of t1tlr'-

~O prll\ !SJ ill 13 
~L1rketalilc or rnercha11 t.d 1lf' t1tlt> 1--11 

\ \ hL n t1 tie p.1sscs-
~ o p10, 1~ion --1 
£,change f()r 1111n tgagc onh· 13 
E1thL r l , c h.1ugt' for 1norlgage 

or in1 ,tl p.n 1ne11t 20 
At fin.ti p,n .nt>nt only 117 
Title held h, cscro,, agl.'nt b 

' 
The thirteen contracts that did not specify the kirld of title merely 

indicated that the seller \vould convey tl1e property. Eight of these 
contracts did not provide for an absb·act of title The other five provided 
that the seller \vould furnish an abstract hut did not set a standard as 
to the kind of title that the abstract must sho\V. The title requirements 
in tl1t• otlit>r 1-11 contracts ,vere stated 1n tern1s of a marketable or mer
t hant,1hJ,, lit], , . .i ~noel and marketable or merchantable title, a perfect 
tit], a t1tl1 ht>• · nt t 1H..111nlnancc>s. a fn•0 and ( lear titl<'. a tit]~ acc<'ptahlc 
t11 tlit' lit1\, r 1n ,t ht" f u l title. 

Onl: four ol the contracts <lid 11ot <;pec1fy clearly ,vhen the title \vas 
to pass frorn seller to buyer. One contract. for exa,nple, said the seller 
..... has this <la:· ~old ... " ,,'ithont indicating tliat the title \\Ould be 
tr,111•.JcrrL'd upon cornpletion of the conb·act or other\\ 1se indicating 
,,·livn the seller \\'as to transfer title to the buyer. Under eight contracts 
tltc , 1 lll'r 11111nerl1atch dvt·dl'd th<• propvrt_' lo t}J<• IHl;l', hut l<·fl it ,,1th 
an escro,v agent to hold until the tcrn1s of tl1e contract \Vere fulfilled. 

One incident of the seller's retPntion of legal title is the right to 
possess the property. 1·hus, in absence of an appropriate contract p ro
' ision, the buyer technically has no right to the possession of the prem-

~1 :-,, P \111t111 , Hqhrrt J:27 lo\\,l 2JS 102 :-.: .\\ 1120 (]90.5 >, I P,110N OK 
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1,,.., 7- lh, us, 111 tlH 11on11Jl I 111d ontr 1t I rt 11 lat <l that th 
liuyer \vill \\'Ork the land to s,1tisf v the pure.has(' mane, debt courts 
usualh an· \\ ill1ng to find .in i1npli1 d nght to pns<; 5-;1on in a contra t 
,, liere sut:h nght is nut <;pelll d uut ror exJrnplc ,, here Lile bu, er is 
to p,1y inlen -;t , ri thL dt ht his right to posst:~'1011 h 1s b en iuferre<l.-3 

To a,01cl :111, questi1J11. ho" t, e, thL' buy, r' nght to po :.e sion should 
be expres!ih pro, icled for in thC' contract 

\l1struct \n ahslr,tl t ol tJtlL· 1s L '>\t:J1ti,1lly a cap ule h1stor::, of th1. 
title to land I h pn.: -..entalH•ll l)\ lht .;el11'r nn<l re, le\\ b\' the hu, er are 
ro11ti1H r11,1lters hut to s,1f1 gl1ard th1 bu, e1 's inti re<;ts the procedure 
,ho11ld be co, 1 red in th1· tOntr.tt t \ -,tud, of tht 1 ,-l c ntracb sho,, ed 
tht• folio" ing ,d1out pn st ntation .ind r1•, JC'\\' of the ,tb<;tract: 

I ( I Ill 

1'1e~c111.111 1 t f111.1 s ttl 
J'rt q•11t 1\Jflll tt J} l l' 11 

I 1est ,t 11011 I p sst u n 
l,111 It l l f111 ti ,1 ttll llll I I 

Ah~t,.i<l I t 11,ntH•t11d 

n..,, r" ,1 llf I, 11 t t.1hli,l t : 

\ t pt 'St \~ ll 11 

\t ( 111 iJ St ti I, Jilt 11t 

\11mb f 
( r1t r t 

'i 
11 

t-, 

I 1 

ln all c•ight cas1's \\'h1•n• 1H1 111t•11tiun ",l'> rn,1th• nt an ,1h,tract. the buyer 
dcpelllh <l upon thl' person \\·ho pn'paH~l thl• c1>ntraL t to ,et that all 
papC'rs ,, t-rt• in proper !01111, ,ind u1 no ca-.e ,, ,1s this per-,011 the bu) er's 
hn\yt'r. It \\Otild sePtn that the,,· h11)l'rs did IJt)t .1ppreuate the im
portanc1' of s,degu,1rdi11~ their ptl:-;1t1on 1 , requiring ,111 ,1cceptable 
,1h-..tTact of t1lll. ~either ,vcn' the) .1dt·11u,ttt>h 1nfonnl'd ,1s to the proper 
pn>c1·d11rc to follu\\' 111 1<·~.11 cl to th,· 1, 1111111,1l1L111 ol tli1 11th• 

lh1• ah,tr,H t slHiuld h1 p1 p 11td I>: 1 <.·t1111p<'•lf'nt .ihstractor ns --cion 
,1,; the st>II, r 111d IH1\'1 r .1n I\' 1su11,1hh -..11n• th.it th(' !1,111-.,ntUon ,, ill 

' h1 111111plt'll'd It ,1,, nild 1111 t'l tl11 .q1p11)\',11 ol tilt ,t•l11•r's .1ttonH·\ • nd 
tl11·11 h1• '" li1111!11 ti t,, t IH 1111, Lr l11r 11, i1'\\. l'h1·, 1111lr,1ct should pn, 1de 
for a 11'\ it'\\ of tht• .tl>slr,n·t ln tl11• hu, 1•r's .1tt11111e, prt lcr,1hh bt fort.· 
t] 11• bu, 1 ·1 )!;< H ''- in to pn'-"' ..,.., in11 n I the propt'r I\. h11 t 111 ,lll\ l ,l ,1 he fort> 
final dt'li\{'I\ ul th,• dct•tl. ·r11t• p.utit'S should ,"lL_'ll l' 1111 .1 ft'!ISOH:1hl1• 
I 111, 101 lh1·,, II, 1 ti, 11, tail 1!1t .ilist1.itl luth,·IH1\1'r .. u1d!,11 tht·lnntr 
t,1 tn111pl, It• l,1.., 1,, 11·\\ 1111d , itl11'r .111,•pl tl1t· ,11',11-.1, t ,,1 111dil'.1t1 n•, 

d1•f,•ct tlt,tl IH't d-; to h1• 1 ttr<'d Tl1t pa1 tit·s slio11ld Jik, \\ ,..,,, .1i.:,11, un 1 

rt•a,;on,1lil1 ti1nc ~or tht~ s,•llt r to correct th1' dclccts ,,nd tor tho lnn·1-r 
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to revie\v the corrected abstract. If the title defects cannot be cured so 
c1:-. to 1nt>ct the -..t,1nd,1 rd narketah1lity. the parties ma: \\'Ork out a 
cornpromise arrangen1ent terminate the negotiation. 

Dred. \ccording to thc> 1.:,eneral practice in Io,va as reflected by the 
contracts examined, the 5( r furnishes the buyer a ,varranty d eed. The 
1najority of the contrc1cts 144) provid ed simply for a ,varranty deed; 
thl' tenn'> gen<'ral " a1 r,u1t,. or special ,varranty, or good and sufficient 
,varraut, ,verc seldorn u c; d . 

. \ pro, ision in the contract should indicate that the d eed will specify 
the recipiPnt or recipif'nts as the buyer may designate, and that it ,vill 
sho,v that the property is to be held as tenants in common, as joint 
tenants ,vith right of sur,ivorship, or other\\·ise as the buyer may desire. 
If 1oi11t ll'll , ll1t·\ j.., 111tt·ndt·d, it 1n11-;t ht• clear!~ stipulated to O\'t'rcorne 
the stah1tory presumption favoring tenancy in common. To reduce the 
possihilily of confusion, the contract should usually show specifically 
th<' name or narnes of the person or persons to ,vhon1 the title ,vill pass 
-the narncs that ,vill he sho,vn on the d eed-and ho,v the property 
,vill be held . 

Tn 1n 1n~· cases. potential title tronble can be avoided by requiring 
that the seller immediately execute a proper deed and deliver it to an 
escro,v ag<'nt to hold pending final performance by the buyer. If the 
bu: er ful l: performs the contract, the escro,v agent then delivers the 
det1d, but the deli\'ery relates back to the time the deed ~1as placed in 
es(•rn,,·.74 Thus, if the' seller h as died , become incompetent. or moved 
a,,·.iy, practical difficulties in obtaining an effective deed to the property 
are a ,·01dc-d. The use of escro,v arrangements was not investigated in 
the study, but there is evidence that escro,vs are ,videly used in some 
co1nu1unitics. 

<).111'-.tions involving title, abstract, and deed are closely related and 
may he covered cff ectively in a single contract provision. 

TTTI E , \HS I H \( I . \:'\D DFED The seller further agrePs to transfer 
,\ n1a r ket,1bk rt•cord title to the land sold and to furnish the buyer an 
,ii str.1l l of title , c·o\eiing the period bct\\'een the origin,d governm ent grant 
.111cl the .ipprop1 iate llate as sho,,·n in this contract, for re"ie" a month 
b0fo1P thP h11~er is gi,en possession The buyer ,,·ill be e;i\ en thirty days 
to re, It'\\' thP abst1 act and the seller ,, ill he given thirl) days to correct 
def Ptts 1f anv. If defects cannot be cured '"ithin thirl) days. the buyer 
111.1 , rPscind the cn11t1act at his option. The seller ,,·ill bear a11 the c0st of 
p<~rfe< l111g the ah,t1:h t of title. The seller further agrees. upon fulfillment of 
11! th(• conditions of this contract, lo con, ey the property by ,varranty deed 

"M" <' 1 edhnm ,. I t'cdham. 218 Io,va 767, 25-1 \1 \V. 61 ( Hl3·1) ~1 ohr v Joslin 
162 lo\\ ,1 1-t, 1-12 ~.\\'. 951 ( 1913): Detbner \' Behrens, 106 Io\\ J 585, 76 N.\V 
~53 t::-i9s . 
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In lo\\ a rt ii c tall: t l\l • nd pt 11I n,; l ,11 l nt ,1re J , 1t d dir c.tl} 
agn111 t Ult ]Jnd ,, 1thout a plr 111 I Ii I d1t for 1.1 1 t I tl1L put 
ol Ull Ian I 11\\ Ill r Bl l.lU'>l th(• prupc rt\ 1 Lt h I l I r tht t 1x 

ah 11 ,1g11nst th I.ind I c.1 ,1tc<l l) -;t 1tul 1111 t-d11tLh 1p n tJ le,,-
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, cl , u , h 1, , I , , n t h 1 ,II cl I h 111 1 t 1 \ .., l , 
int 11ts ,lfl le,, 1 <l 011 a l ,di n<lar \ l ,tr hJ ) ,1hl 111 th \ ar 
foll 111•' lu I , , .in l 1111\ 1 t p 11d n t,, u 111,t 1lhnt 11h 1 1, 1n 1 r 
<,l.11H 111 , t r, 111111 , Int I p,ut, ,Ii nld p , , I, t t,l\ 1r u t 1nfr 

'{lit nt \: , 111 lh tl1 hu, r J<, t \lh c It d t Ip n ti t l\t., 111 l .1-., s,111 nts 
du1111g !lit dur:itJ011 of the l:01tt1.1c. l \ I 1tlu1 to 111nkt -.u h I .1, 111cnts 
i,npt•nJ., tl1c s1c.1111tr ol th, -;ell, r ()11th otlur h.111d t,1x sand,,., e:s, 
rr11 nt5 n\\ i11g hefur the hu) t I t:1k1, po,..,1, 1 Ht ,Ir lil n, upon tht lanJ 
"l11c. 11 th 1 u, 1 1 < fft 11, ,·h l1.1s tl1t' hur It n uf ,.111,h 1ng t pr , t nt th 
I 11111 lit 111..,: \(I It I' tt1,h th cl, 1111 llll Ill I l\1' ( )t (II t t l 

11ntio11 he tort· tlH h11) < 1 nssun11, pt,,, ,~1011 ,l1ould rt, al ,l lien )ll th 
p1ope1t, 11 '>11lt1ng '10111 d1 liuqut nt t,1Xt.s and 1 \Lll'>l tl11· p 1rth,I', r fr n1 

f11rtht 1 pc-1fo1111.i11c.l 11ntd th1 c11t11n1h1,111t1 , d1,c:h.1r~Ld I ,Lr, l.u1d 

,011Lr1ct .should lnllt,uu .111 L\pttss p10,h111n c.1 aling \\1th th pr 
rat1011 oft t\e, .111d .1,"., llH nb. 

'l ltt· t,1\ 11 d spt t:I ii .t'-St ,,nil ,it lllt1\ 1 ... 1011, uf tht 154 in,t,dltn nt land 
cu11l1.1c..ts a1t· su111111aii1.1 d h11, th ,1, follo,vs· 
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1 he L1pse ol tinH bt t,, t'L'll tht .,1111 t 111 n ... po11s1htlil\ for taxc'> ,ind 
speci.11 assess11H ut ... .11 I pos'>t ss1on .n crag('1.l 90.:2 da) s, not including 
t,, o 1..ist" of t \.l pl n l) lon~ periods-1.020 and 3,900 da, s. The 
r,111ge \\.t, ho, 1 I it\">. ll1t l.1p'>c of l1111l' for 1110'-l t 100 ol tlu 

contracts ,,as -;ixri d 1 fnH11 Janu,tr) 1 tu .1. 1a1ch 1. ()nl) uiHc of the 
l j 1 < < 11tr ,le. t-, l 1 1,1t th1 :,hd t 111 fl''-po11stl11lit, 101 l.1-xe<. slioulcl 
be at all\ tune otl tr ti u J,1nu.ir, l. ()t th<.sc- ninl', fhc contracts pro-
, nlt cl !or ti t s}11 t , I and thr olht•r lour pi o, Hit d th,1t t!tr sh1f t 
,vould take plaLe II ie san1e date that possession ,,,.1s gi, en. The 
distribution ,vas as 1ollo,Ys: 

H, tu t I J nH a11d I 
:::--:o d,ltP 
~ une d,1, 
I lt i(J cb \ , 
3 I t 1 t U. <l,1, ., , 
101 t ,60 d::n:. 
161 r rnon· d,n ~ 

1()/l 

;\'11n1lJf'r of 
Co11tructs 

1 -) 

-I 
113 
~o 

6 

lj4 

If taxes are to be apportioned bet\veen tlH' parties for the year in 
\\'ftich the transfC'r ot o,\·11ership occurs, th1• pro, ision should sho,v the 
proportion. in percentagl' or f raC' tion, that is to be paid by each party. 
In tJ.,,or:. l.tXL'' ,ire ,l cost nf O\\ nin~ l.1nd. Presu1nablv they are paid out 
of current or prospecti, 1• 1•arnir1gs. Heasnnahl:· it ,vould seern they 
sliuul<l be pdid by th<' pl r:son ,vhu l'njo: s the rent-. and profits-the 
O\\·ner. Thcrefort:, tJ1e shift in resp<H1sibility for taxl'.., frorn seller to 
buyer should be at tlie d.itt> of the shilt in the light to rC'nts and profits. 
lTsually this is the date that possession changes hands. 

Only five of the contracts exan1ined n1et !ht' criterion that pay1nent 
of ta,t s sl1011l<l he thl' respon-;ihihty of the person due rents ,ind profits. 
that h. tl1,tl the date <Jf pos-;< ssion and the respons1hility for taxes sl1011lcl 

lie tl1e ,:1111c d,lt<'. The L'\pt1n.ition t11rns lan.!;t>h· 011 t\,·o hnilt-in rigicli
ti1•<,. I) (Jcc11panC) of iarn1-; is 11-;11all) changed on \ f,1rch I-this is the 
rno, 111~ cl.itL' frff To,, a fannPr.'>: it is thl' clatt· spPcifil d in lancllord and 
tenant la,v governing f arrn leases.78 ( 2) T,1xes are Jt,, icd 011 the basis 
of tl1e calendar year-fron1 Jan11ary 1 to I)t>cf'u1lier :31, inc:l11siv(•.79 I t is 
easiest to pro, ide that the responsihil i ty for t,L\<''> sr 111 shit t on January 
J. Jt is 111ost u,n, c·nic·nt for poss('ssion tot hange hands on ?\l arch 1. The 
Ja1n1arv 1 a1Jcl ~larch 1 lapse' of time \\'as characteristic- of t\\ o-thirds 
of the contracts. 

7 I,,,\'-' < < cl<-
79 Io\, .i Code 
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\}though the Jauu,tl)' l ,u1d ~!arc.I rr,111~ 111Pnt 1 custo1na0 and 
con, 1 nit~nt, it should bt' re1nrrnbere I 1at 1t 1 1u1r s tJ1e bu) er to pav 
taxes for t" o rnonths before he n c1 1 t., po ~q n In such cases. the 
taxes poss1hh ,hould h prorc1ted ont <;,uth t11 ti ., 11 r nd fl\e-,ixths 
tn th1 I u, r JI th l.11, of lune 1' h"l .it r tl 111 h 1 1drt d d.n 
1t ,,-r1s i11 h, cnt,· -;i:x contracts ( in 'il\ of "111 h 1t ,, <; f r louger than 
one Vt a, , c 1>11'iiderat1on should hP gJ\ t. n to tJ1 f 1n1t >f the arrange-
n1rnt If th I 1p,;1 f ti1nP i, l ,ng the pt 1.,1 n I I ti I l I 1t "P 1f 
o rt , 1 ii I 11nt hl suhJ ( t to 1n1'ii11t 1111 t lll 11 

Ovtr a thiicl of th1' t ont,ach cont. inc d s , it t, p f penalt, pro-
vi..,ion re~:uchng t l'\es and a,st.,s1ncnt1; l 1alh t}u pr n,s1011 "as 
,t,1tt d II r.il tt 11n-, and ltld 1n ,, 1th c thtr \t nng 11, 

ance an<l 1ttom1, ·s fre,. So111ct1111t ~ a H' Jll l .n taxc, and 
as,ess1111 nl:s ".ts t o,nlHned ,vith .i pro, 1si in g rdrng ,l d L1ult 1n the 
p.nnH'nb 011 principal .1nd inltrt,t, nnd <.:•l(, ,1on.1ll: it \\,L~ included 
1n th, p11, is,on < o, < ring tilt .i< ti n h ht t 1k •n b, th ._ II, r 111 .b 

the hu) 1'1 l:11lt<l to tt 1·p !ht: pn)Jll rt, in a good 'it 1te of rt p 1ir. In e,,ence, 
tit, pt nalt, "as d1n·t ti d t , tht· -;ellC'r\ ,emt:dic, incl11d1n T forfeih re 

in tasc the l>nrt, "a-; in default in n g.ird to tht ,e 1te1n, l'tnninntion 
of the rontr.1ct need 11t1l bt tlie onh r<:·1nt th for d1 f.111l t 111 pa\'ing ta\.e, 
'l'hl' C'011tr<1<.t could pro, id<· for tli1• oth1 r pa, t, t p 1, th taxes in
cl11ding fin \ al l1i~ option and ,tcld or s11htract the1n fH ,n the unpaid 
principal. a, tht" cast' ,n.1, he 1'he 1crncch of forf1 itur 1n1!;!ht be u,ed 
to prt \< nt persi,tt nt dt li11q1u nc y 111 p,1\ 111g t.1,e..,, The l'ro, h1ou 1n1{!ht 
.1lso inc.:lu<le .1 n 111ti1e111ent that l.l'\ fL't t tpts ,, ould l <' furnished the 
otJ1cr part) al Iii"' nptinn. 

Ta\.t s arid special ,1s,, ~sn1t~nts 1n,1v h,, t c1, 1 IL cJ 111 a single pro,ision 
such 1s f ollo,,,s: 

1 \\l '-; \'\ll ~, 1 < I \I \""''-;'-;\fl'\[', s , 1 1 lllS t p,l\ 

di I 1 1 st tll cl I , I t Oil , I tht , •11111 t \ ~ l ,pt 1 ii , "nl 11t, 
l1,11d 1"111 \l th1 p1111 11, Ir tll ,t 11 tll I pn lilt 111 h \<' r 

,1 ,l b11, 1 1 1 '11, ~ IP I',, I,, fu1P tt 1 \ It 1111t• dtlt111u• •ti 11 ~111 
1 q,11 nt t ,x, <; .111 l 1,,1 ss111( 11ts .1 111,~t , 11d prol'f'il\ 11 Pitl1t r p.111, f 1l 

to p 1~ th, tax,-. 111d 1~~1·,s111e11t, ,1"'1 •111'.l to '1 1 111 h, tl11~ pro, ,~ion th 
oth, r p 11 I\ n1 ,\ 1t ht, opt 1, n 1n kt• tl11 re 1111n d I 1, tnenh ,11Hl such pl\ 
111, 11h ,h1ll !,, d 1, tl n, c1t>d1t,·d to tht lnl n c> r,,1ng II t1,e pt ch<;{' 
pr11 II ii, !111\1, ht, l't'ri111tt d t t\L'- nr 'I 1.11 ,1-.s, ,,1n 11t to hc mne 
d,•l111q11111! 111 11, ,c II tl11· 't 1111 111.1~ tliP11'aft11 re (Hire the bu,tr ton •TJ 

I uh JH<'st'11l l I\ 11•t·1•1pt~ 

Risk of I 1,, . .,. a,ul /11s11ra11ce 

l)111in~ tlit" t'\h'1tdt'd d11r.ltion pf an 111,tnlltnvnt I 111d t.'tH1tract thf• 
t, pical f11n11 t, subject to ell\, 1 q• lo~"" r.111(!in g frn1n soil e10,ion to 

<lestrudiou h, l1rt' of 111njor huild111gs. In fo\\ .1, "itliP11t .l contrarv l' n-



tract pro\ j-,ion. the rt'-h. nf loss for ill)ltr\ to the property shifts to th(' 
buyer upon his sign1n t t> contract. 1 To s,l\' that the h11vt·r has the 
risk of loss means that 1 ht~ property is d.in1aged, the hu\ er is neither 
excused fro1n perfornun the contract nor l'11titled to ,in adjustrnent in 
tht" purchase pril c t r estnt th1 di1ninutio11 in the , ah11~ of the land. 

Io,, ,i's Lt,, plJe1ng ti Iisk of loss on till~ b11yt=>r frn111 exle11tion of the 
contr.1ct reprt"st:nh tl \rncrican r11le'" on this is'-tH',81 bnt it should he 
noted that dissati f t1 n \\ ith thi::; result has bt•en ,·uiced in 1nany 
<J_uartcrs.82 S01ne jurl',d tions place the risk of loss on t1H· seller until 
deli, er,· of tl,e dC't cl, 3 \\ hilc the uniform , 7enclor-Purchascr Risk \ct 

• 
1nake, thL' risk tum nn poss1 ssion.84 All of thrse n1les arc operati\'e only 
in absence of an agreernent co,·ering risk of los,. c;o to :l\'oi<l the problem 
it is necessan only to specifically alloc<tle the risk i11 the contract.85 

Placing the risk nf loss upon one party docs not necessarily safeguard 
the inlt 1 ·,ls of P1tht•r p.1rt,. The li,thilih of a j11d~1ncnt proof h11, t'r is 
of littlf', ah t. to the seller ,vhose prop(•rty has hf'en <l1>ci1nah'd in value 
by a fire. Sunilarlv, tl1e fact that he is relieved f ron1 con1pleting the 
purchase hy ,·irtue of a substantial loss to the propert~ 1nay he of little 
cn1 ,;olat1011 to thC' Inn er ,, hn,t pl,111" "'t'l't' h11ilt ,trouud th<> parlil 11t1r 
farm involved. \ properly drawn ins11r.i.nce clause "·ould provirle the 
requisite protection in most c.ases. 

\!though tlic l.i" allocatrs the• risk of loss , it does not reguirc the 
p.irtv h1•aring the ri'ik to replace the loss 01 insure against it. Provisions 
cr1~ating a d11t\' to in<;ure againc;t .ind restore losc;es are commonly in
cluded in land contracts. 

Botl1 partie, to a land contract ha\e an in<;ur:1hle intrrest in the prop
t rtv in, oh e<l. and occasionally both partiec; \\'ill carry insurance. ~1ore 
cornn1onl~· a single insurance policy is carried pavahle to both parties 
"as tlieir interests mav appear." An interrsting proh]t'm is raic;cd by the 
,1lu.ttion "hc>re onh· the part~ uot hP,iring th,· ri,;k of loss ( arrie<; inc;11r
:1nce \\"h<'n the ri-;k of loss is on thf' sC'ller and the buver inc;11res. it 
<.('<:m<; ,, ell-sC'ttlc-d that the sf'l1er has no interest in the insurance pro
c-ef>d,;.86 On the other hand, there is substantial authority holding that 

80 O'Bri, n \', P111l,111, Hl2 lo\\U 1351, 186 :-,; \\. 4Hl ( lCJ:'.!:2). 
813 \Mr!IJ( ,.._I·\\\' OF PROPE.R1, § 1 I '30, p. lJ() / ( '.1,nl'r <'rl. 1952). 
a:.. Td nt 80-2. 
83 Antlt•r,on v. Y,t\\ orsli, 120 Conn. 390, 181 At!. 205 ( 191.'5). 1 ihman v. Leven

~011, 236 !\lass. 221, 128 N.E 13 ( JC)2IJ); Johnson v. Stalcup 176 \\'ash. 1.53. 28 
P 2d 279 ( 1934). 

84 § 1 Tlw Uniform .\ct has bef'n a<lopted in C.1lifurnia, J\1icl1ig.tn, New York, 
:>:orth C:aroli11a Oregon, South Dakota, and \\ 1scrmsin. 

85 3 \MF RIC \:S: I •\\V OF P1101•EHTY § 11.30, p. 89 ( Ca,ncr ed. 1952) . 
86 VogPI \. Norlh1 rn Assurance Co, 219 l".:2<1 409 I I CJ"i"i) Z<·nor,. IJ.ives, 228 Ill . 

026. 81 ;-.; E 11-14 ( 1907), l ampr",is v. Tr,1,elers I11s. Co. 101 N.H. 32.1, 143 A.2d 
10! ( l J:C:8). 
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in:.11rnnL<' pruu1red hy th{ ,1,11, 1 \ ht 11tib1.e>d fur the benL'fit of tl1e 
bu, Lr, t'\l'll tho,,~h thl:' b11, tr h liL' rt'>k of lo-,,.• I ]11; better re.1so11Ld 

~ 

l'.t'>t s <.11ppo1 t tl,i:-, r1•sult on till ground of 11nju,t tnrichn1cnt and re-
<p1ire t11t• h11: 1 r lo i11dL·n111d~ tl11' ,lllcr lor the prernium paymtnts.88 

The dt: u-,1ou to insun· in t ach Lind c-onlr.1t l b dcpendt:nt on the at
titudt·, .11HJ , .d1H s of tltc p:u t1c>s aud their n.:specti, e t.:< ono1n1c s1tua
t1ti11s. Sorne p.trlit>s \\ ill ht hn.1r1t 1.dh sliong enough tt> be '\t,Jf-insur
ing." othc rs s1n1ply 111.ty not heliL \ l' in llh11rnncL. In 1nost contract sales, 

l10\\('\t'r. it \\Cadd se1·n1 c;o(ld p1.1cl1l1 lo cover the nsk of loss by in
-.1,r.1n1 P iro1n l':-.C'c11tion lo co1nplC'tion of tltt· cuutiact. 

\11 an.ii: <.is ol th1 15 l land contracts st11d1t: d and tlH• responses of 
-..1 ll,·rs and h11) ,·r, to :--p, 1.rfit <ptL\linn::i 1r, 1 al, Ito,\ rhk of lo~s and in
s11r.tntc arc 1·11n1 11th l1.,1ulltd in I incl 1·01 tr.1, h. It \\ill sho\\' aho son1e 
ul tl1t• prnl,lt'J11'i th.it sho11ld Lt1n1111.uHI .1tt 11t11)Jl of th£> h\o p:1rtit•, ,ind 
tit, 1r al to, tH')-.; "IJC·11 Ill got1.it111~ .111d dr lt111t: th1' C'o11tr:1ct. l he di,l t1'>

sio11 is 101 11\Ccl 011 tlH• l\\ o t11nl' pt no11'. of 1110,t , 111ct·111 fro111 C'\L'C11t1ou 

o! llH• Lo11traL·l to po,,1 ,,1011 h~ !lit h11\ 1·r ,u1d fnllll possl'ss1on to co1n
pll'tion ol tltc• piirt h,t\t'. \ 11 .111,th ::i1, of the co, 1•r-.1ge of ri"J..: of lib, ll\ 
i11s11r,111tt' 111 th1• 1 >t c·o11lr.11 h 1, ,11111111<111/1•d linefh a, folio\\,. 

1"1111, I' ·nod 
I:\.etut ,t,11 lo p,,s,t·~,11111 011h 

E\.lLUl1on lo l11lldl111t•1 t 
Pos~es!;i011 to f 11 l I ti It 11t11 t 
'\o lll\111.llld' p10\ I\H II 

\ 11111b r of ( 011trt1cts 
I -;-
. ) ) 

hh 
16 

I~ 1 

Tl1e hvo 1110,t signiiicant lig11n·s <1n the co1nplett absence of nn 
ius11r,t11te prn,i,ion i11 1xtc1·n of !lit• co11tr.1ch .111d 11,J..: ol lo,;~ cn\Cred 
Ii~• i1h111.H1t'l' i11 \l'\ t'lll1·c11 of th1' c1)ntraL·ls frorn 1'xccution to possession 
n11h. 'I lius. tlinh tl111·,· ol thl' u1ntracts did not n•<ptirC' th:1t the h11yer, 
aftt r pnsst•~,ion, prot1 l t tl1t• :--cll1·r ,1g:1i11.st risl-. of hhs hy an: insurance. 

< >n1 co11tr.1ct 1111 ntio1H d that no building, \\'f"re on tht· propcrtY. But it 
s1·1•r11s 11ulik1•ly th,tt .ti! tltirt, -th1 t't' uf the trans,1chon ... \\'<"fl:' adcqu.itely 
s,dt•guanl, d again"t ri..,J..: of loss \Vitho11t .snn1e in~urauce after po.;,,;ession 
\\",ts gh 1·11 to tl1c h1n Ir. 

f'x1 1 11tio11 tu f'u,,, ~,:011. St'\ 1·11h -h\ o of th,, 15.t contracts 111,Hle pro-

Hi \I iiJ,11111 I 1r1,1 Burt 111 \Int 111,. <.;, n \ '\'no11 2GS \l.1. 271 103 So 21 6-13 
l'J'ih l \\ tlli.111" ,. I illL'\ G7 Corn, 50 .34 \ti. 7/J"i c IS9,\ !lr,l<h \ \\ ll,h 200 

l,, \ , I l 2 t I t ~ \ \ 2 l i l q 2 'i 1 • Lu 1f 1 , , • \le, r II, 2 15 k , I(: \ :2 ~ ~ s \\ . I 094 
( I J~{, \. '-k1111u I ' "111' sl 1ph11ild111 r I:_.._ Dn I) J.. ( \, \ I ll•IIJ_!ht ll l/2 \Id GS. -l'i 
.\tl 1-,:j l )Ill) ( )1 h I' I I .q..,I,' \. \\ l .ttl,, 1 I\ S2 :'\.J Fq. r:;,, ss \ti S-17 )1)l3 ); 
l',·upl, \ !:>Ir,• t lh ( ·o. \ Spu1u r. 130 I' 1 S,. 27 .\ti. 113 ( l.':-'J, ; Hu~stll, T:ll10tt, 
·l.'J SD. IHI ltiG N.\\. 82-! l<J.22 

88 rr. <:.ud \. H.11.tn(k,1s 2--lS In,, I 133J, s."' '." \\ 'I "I' 1<1"'-) .~ • " -l ll - ) I • 
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\ ision for the nsJ... of lo,s heh\ een the tirne of ex<'cution of the contract 
and ,vhen th 1 r \ b tl) hl' gh en po:-.session rrhl lessons frnn1 the 

an<llysis of thL '-;(' l' ions inn:• he sun11n,ui2Ld a<; fnllo,\ s: ( 1 I e,, 

than half 7:2 f tl c >ntraets containc>d a spec 1fic pro, i~inn .l'i to r1..,k 
of loss fro1n t•xe 1ti I o po..,..,l'ssion. (2 in o,er .1 fourlh ( 18 or these 
sevent,-t\,·o contr ts tht• ,rll<'rs .1ssu1necl tJ1e nsk of lo,<; h, prornising 

to t 1n1 thl prop t, er to the h1n·rr in .1<; f:!;or,<l condition ns ,vhen he 
hon!:!ht it , 3 1n tl c;p contra<. ts pi:H ticnllv all 6,2 nf the '>Pll<'f'i 
a~reed to c LllTV in 1ce to co, er risk of loss frorn C''..:r'cution to pn'-<;CS-
ion, I th, u,t-' to ht n1ncle of procPecls fro1n 1n ... 11rnnct• in case> of loss 

,,·as rt"•cifiC'd in ]e-;s th<1n half ( 3:3) of tl1e prrl\ is ion-;, S) th<' t)111• of 
insur,H1CC' co,<'ragt intendf'd \,as n1entio11ed in ahout half (3t) of the 
pro, hion<;. 6 the ,11no11nt of the i111,11ranc1' ,,·a<; ,;]10\\ n in aho11t a third 
( 26 of tl1e pro, i,ion<;, and 7 inco1nplc tL hlankc;;, unL le.1r prcn isions. 
nd lnck of spt>l if1eih ,, Pre relatl\ Ph c 0111111, ,n in tl1t' 1 i,k of loss and 

in,11ra11C(' pro, ision,. 
Each land contr,1ct that in, oh e-; , .tluahk., i1nprov1 1nf'nt<; <;houlrl cnn

tc1in .t pro, 1sion fi,ing rP<;ponsibilitv for ri,k of loc;s hel\,•1 rn exPc11tion 
of the contract and transfer uf po,c;;Pssion to th<' h1n er. n1 cause' the 
<.elh r h in po<;st s!'.1011 it,, nulcl q•cm rrac;nn,1hh• thdt hf' h1' held r<'c;pon
-;ible in the cn11tract for ar1v loss th,1t inn,· OLClll' Lhe la,v to th<' contrarv 

not\\·ith,tandin(.! The l\vo cnn\'rntional ,, ,t\''i of cl ing this. judging 
fron1 tlie cnntractc; 111 tllis -.;h1dy. are Pithcr 1) for the '-C'llr·r tn agree 
to rn lintain tlH· itnpro, 1'mPnt'i in as good condition as at C'\Cc11tion or 
( :2 for him to agn'f' to c'.trr, in<;11rance .1':!ai11st ins11r .. 1ble l1)ss1;s and that 
the 111\uranet pn,cer<l-. 1n.1, l1t' 11<;ed at th<' optio11 nt thP h11,1 r t'ithPr 
to repl.H r or rrpair ,tnv loss or dam:1gP or to rC'dnc<' thC' purchase price. 
()f tlil' h, o :1pproach<•-; tl1e st>cnnd SPen1s rn11ch the superior hC'cause 
it f,illv <.p< 11, 0111 tlJ,, re..,pnn..,ihilitv of the ..,,,1J<1r and -.;pecifica11:· rerp1ires 

1nsuranc<' co, erage. 
\ goorl pro, i,inn cr,yr,ring: risk nf loss h<'t\\'l"t'n execution and posses

sion c.,Jtnulcl '>J)P< ifv· ( 1 Tltl' requirement tl1at insurance ,,·ill he carried 
to cc,\t r 1n~11rah}P loss<'s. (~) \\·ho \\'ill pav for the insnranct' (1) the 
an1,,,1nt of inc;uranc<' ( ..t) the kind of insnrancP ( ."5 "·hat i1nprc,ven1ents 
are co, Pri d ( 6) tl1e cn1npanv in ,vhich the insurancP ,vill he carried. 
and ( 7) \\'hat u1,e "·ill be made• of tl1<' procerds. Tl1C' pnn i<;ion should 
indicate tl1at the insurance transaction ,viii l)c' concurrf'nt ,vith thf' exe

cution of the contract. \n appropriate clan"' rni~ht liP 'it'll'ctcd from 
thf' follov:ing: 

RJ:-,K OF L(>SS l'-:Sl H \'.\('E PHl<>H I<> 1'<)\<.,rs1..,1f>'\; It i, l111tl11•r 
.,greed that the st>ller will k11·p all nf tlu• ltt n11,d}, 111,111,il,!1· 1111p10, ,·11w11ts 
on the abo,·e described r<>al <>statt· insured i11 an an1ount nnt less than 
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l'o \ ~\1< 11 to I 11lf1ll1n 11t Tl 1 .1llolaho11 of Ll11: nsk ot I s<, l h, l n 
pn ,,,,1011ln tht h1nt·r .111d fulhllrnlrl f th l 1tr1ct,\ 10 s p 
lilt l 111 ,n 111.111\ \\nrd 111 th, 01111.1 t,; ll\ t\\ I 11 1,, .u1d 1 ti 
c11slon, 'Pl ,11 t nth rnal< ~11 h p• o, 1,1011 unrH t -;, u, 11H gr t 1n r 
it, of th c 1ntr1ch 121 LOnt.1111cd 1 prn\1,101 al 11 t 11,1 ru 1n th 
p101 L,t, d11n11~ tl11, p 110,I 

\11th ,1s of tl1t ,t 111,ur tilt l pro, 1,1 ns 1nd1c.1t< s th.it ti t II ,, 1ng 

ilt•111s rn1~ht ,, t II hL t u11,1<l ·n d 1n .1 d1,clh\HlJ1 < I 1n,ur.u1cc on thl 

prt·1111s1::;. 1 l h1.: k111d of c \t r.1gL 2 \\ hat 1 l 1 1ns11rtd ~ tht.: 
u1no1u1t of LIH 111'ur.1nc1 1 111 ,, ho , 11nn1t ,;}i uld !ht pol1c, bt held 
( 1 \\ 1tli ,, l1.1t c 1npnn, tl1 111,11r,111c < ,I 1111ld ih c 1 11 I f \\ I 1, t 

ptt, th,• p11111111111, 7 \\Ito h tl11: liulliic,.11, (s \\ho hold~ the poltc, 
q \\ 11 1l t1,c 1 lo h, n, l of 111'>111.111c·t 110 t ·els 1n .i,1 l1f IL , and 

( 10) -;hould ,1 pen.tit, p1u, ISHlll hL 11Jc luded 
1111 1.211011ll llh th 1t 1 111111111, d 111,11r111 t dunn~ tl11s pt 1 ,, In \.l. I 

., \\ 1d1• \a1i11, iii pro\l',H>11-; 'I h, ,h11rll'st 1, .i, tollo\\,: ·1 he purc-lu1<;ers 
sh.di n1.1111l 1i1t iu,11r 111Le sat1,fac ti 1, lo tht' ,1:II, ,,. \nothe, short pro
, 1 11111 ,t Ill 'fTI, 111,t p.11l1LS \\di C()11t11111, to c.irrv till u1,ur net.• 

111 1 t 11,• h111ldi11 ,, th111 011 tl1t· s< < ond p 11111, .1g11 < 111g t,, p.n th1 pi 

111iu111, lnr ,,11d J11s11r,111c d,11111~ I I,,. t, 1111 of th,, 1 {l'llr,ict • I I!)\ htun, 

as hn1 I .1, tli, s1• 11•.i,,· u11 lll\\\1 itd ,, ,, 1.il 1n1portnnt qu< ,ttons. 'fhe 
t:011l1 ut 11[ !lie 121 11,..,111:111< 1• l Hl\ t'10II'- ,ht d, ,0111c light 011 th, '>l <JIit 
lions ,11 1d 111,n 111 ,11111111,11 tzL tl l 111 lh .1, folio",: 

/1 1 11/1( /'n I l\11 II 

K111d J ll\tll!-!,t' 

I II ( 

\\ 111.I 11,, !11,1111)! to11,,1<l, 

\ 11111b r If ( 01 tn ct 

I .. 

' 1 

• • 
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ScdlPr<, ,uul I u 4 r b v. littl(• c< 11ccn1 1n th<· L t c,ntr tel for tJ1c kind 
of ir~uran , tlia t I c 1rnt J It ,, 011l cl l>l c-111 tJ, it tht pro, 1sion should 
1ndic...att tl11 l111cl of d,1111 \gt or d1 <;tn1t 11011 tha t ts 1,1 In cn,1'rt'J by the 
insun.n1c" I· in "111cl tor11,ulo hn1l Jigl1tn111g othi>1 L\1s11alty, and e.\
ter1cl (I{:(}\ ('1.ig1• ,II' tli, llf ,ns r,11 11111,111 r) (ll(J\l In <jllt·nll). ·r Ii,• tenth TH)' 
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On the 1natter of thl' use to 1nade of the insurance n1oney, the sellers 
and buyers 1nclu<lc l in UH tudy \\'ere asked, \\'ho ,vill get the insurance 
proceeds for losses on the Linn? Their replies ,vere as follo,vs: 

C'se tJf I'rocc uf.~ 
GI\ e11 to bu, tr 
Cl\ l'll to si•ller 
RepLt~l' l11s, <ll to ,1• I 1 
Dl\1d1d l>t'l\\tlll l\\( 11 s 

.\s i11tt·1 e,h 1n,1: ,tpp,.,,,r 
::--.:o i11s11r,111lt' \\,ts t,1ni,·d 
:'\o .111s\\ t'r or d(J not knc,,, 

:"l I 

-,) 

-
' 

l '5-l 

<;<'flc1s' Replies 
8 

10 
8 
0 
7 
0 
0 

The difference benveen the n11rnber of contracts ,vithout insurance 
pro, isions ( ·3:3) and the nu111ber of buyers ,vho reported tJ1at no in
surance is carried ( .5) \\'Ould indicate that n1any buyers carried in
surance on the property although such ,vas not required in the contract. 
Of the fift: -se,·en buyers ,vho replied that the: ,votdd get the insurance 
proceeds for losses on the fann, only three of their contracts contained 
,11ch .1 pro, i-,H)11. '\o 1nqui1: \\'as 1nade as to ,,·hat tht• i11suraT1< t· policies 
actually provided about the seller's intcrec;t in the:> insurance. 

The rcmotencss of a loss seems to make it easy for f arn1ers to overlook 
the necessity for specifying ho,v the proceeds \\'ill be used. The im
portance of foreseeing the ramifications of a su hstantial loss cannot be 
overstressed. For exan1ple, a requiren1cnt that insurance proceeds n1ust 
he apph,·cl to thl' p11rl'l1asc price n1ay hP co,nplett•ly uns.1tisfactory to 
tht bin·<>r" l1ose operation i-; di,ahled hy the loss antl ,vho cloes not l1~n e 
other funds to effect a restoration of the damage. 

\f nsl uf the contracts do not contain pre)\ isions i11dicating ho\\' the 
1nsnra11cc proceeds are to he used. Among those contracts providing 
tor thl' 11,,. of i11,11ranc(· proceeds. n1ost fre<Jlll nll) Lhl prot•c(•ds can he 
used either to repair or replace the loss or to reduce the unpaid principal 
at tl1e option of the buyer. T"·o other id<>as n1iglit he of value: ( 1) The 
rep.1ir nr replacen1ent should not require an exact or approximate dupli
cation of thC' original. r or e:xamplc, if a dairy harn j., de:-.troved, the 
h11:, r ,l1nnlcl he in position to replace it \\'ith a beef cattle barn, or a 
co111hination barn and granary, if such ,votild n1PPt better his future 
needs. ( 2) If all of thc insurance money is not used for repair or replace
n1cn t, the buyer should he required to use the rPmainder lo reduce the 
unpaid principal. 

\ '>pecihc penalty for failure to procure the requisite insurance is 
rarely includl'd in tl1e ins11ra11ce provision. Co1nrnonlv, failure to perform 
the duties set forth regarding rnsurance ,vas included as a general 
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add tlie payment to tl1e p11rcl1.1st prict:. 

t tr,tcts. Consideration should 
11tr to pa:, the prerniurns and 
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business and terrn Hfe insur nee on the bu}er \Vould seem to make it 
feasible for the contract to I l'Ovide a lower down payment or a slower 
rate of repayment of the pn 1cipal sum, or both, than in the absence of 
such insurance. Both partic are concerned, and the matter is an appro
priate subject for discussion by them. 

-Resercation of Use Ri1;hts 

Installment land contr ts may contain a provision \vhereby the 
seller reser\ es the right to use son1e specified part of the premises. The 
kinds of use rights resen eel in fifteen of the contracts may be divided 
into the follO\\'ing categories: ( 1) To use storage facilities for grain 
crops, ( 2) to remove part of the real property, and ( 3) to live on the 
premises and to re<- <'i\ e certain perquisites from the fann. 

Reservations of storage facilities for grain crops-chiefly com, oats, 
and soy beans-\vere rnade in ten of these contracts. In all cases the 
reservations \Vere to end by the normal time for the harvest of the speci
fied c_rop.., ..,ubsl'<jlltnt to possession. Usuallv a date ,vas specified from 
fi\·e lo seven months after possession \vas given on March I. Some of the 
provisions call for a reasonable period or until the buyer needs the 
facilities for next} ear's crops.\\ 'here 1'oth com and oats \Vere involved, 
hvo dates \\'ere frequently specified. 

The right to remove a part of the real property \Vas seldom reserved. 
In one case the right \vas reserved to live in a h-vo-room residence and 
use a garage for se\ en months and later to remove them from the 
pre1nises. In another case the right to cut and ren1ove one hundred 
hedge posts \Vas reserved. 

The right to li\ e on the premises \Vas reserved by three sellers. The 
d11ratio11 of the right ranged fro1n one year to so long as the seller or bis 
\\'ife shall li\'e. In one contract the right included, besides the d½ elling 
an<l adj,lll'llt l.tnd ( about one-fo11rth acre), a h1rniture shop, a shed 
for the li11t?;L,f\, and a stall and f ced for one horse ( the contract reflect., 
tlH' "ay of life ol tht· ( ult11ral group inv0h·cd) 

Tic-s<'rvations of the right to continue to 11se part of the property after 
the buyer has been given possession should be g1vf'n special attention. 
for tl1ev are contrarv to the normal situation. The contract should be . , 
spt·cif' e as to \\0l1at use right is reserved, to \vhich part of the property 
th e- rescr\ atiou attaches. and \\·hen the reservation will corne to an end. 
'flit• ri!,!ht to n·n1ov<' ,l part of the> real estatt should be equally specific. 
1·he pro\;sion 111ight \\'ell read as tollo\vs. 

HESEH\. \ I H>:"\ (>F H ICJl l 'TO l C,F 
c-011l11111c tn 11,t• the for 

propPrl, dur111Q th1-, t1n1t 1n the ,.11ne ",t\ 

[61] 

l t I', a ~re Pd th,1 t the seller can 
·1 h1• h11\ er "ill ,naintain the 

a~ 1f he \\e1e 11',1n~ 1t and ,v11l 



-----------------------------------------------,• 

I 
(;ti Ill 

,, 11 r 

ll 1 I I I f 
I t 

r 

Sllhr's H.1 ht to I11s11 t 

I 
t 

t I h ll T lS· 

th t t (' 

i\One f the r; I c.ontiach LOnt:unc-d ,l I 1 \ t')J o 'l r sc;h g1\'ltH! the 
~ellcr UH nght to 111spett thl p1op(rl"\ ,1ftt 1 tht btner to k p s '-)I n 
rx(I pt I\ 1Jn e111t.ut a c.llcr 11 Jnn.ilh h 1 n n,.,ht t t nt r the prop m 
to nhpt:ct it l r for nn, ulhe, 1 1q>us . 111 1 \\ ht:rl n1.untenanrt' of 
1111pro, c111c-nb ,1ncl ,1dhl'n ncl to ,tandnrds of g d husb.-indn nre par
tic11lar h 11npo1tant ,1 sellc.:1 111.1, \\'lSh to 1nakt , \l 1£1 re,1,;r,ation of 
a 1 rasc uabl( right tu iu,pc t \ pro, 1c;1 11 n 1n l t L ti n 1a, hl ,t.1ted 
,1<; fol11l\\',: 

li\~I I ( 11< )'\ t>I Ill 111 \l1-..J I \ Ill I 
I.: JI)(' UJ JII tlH 11 l 

111 ' nd I , I 1l 
It I I I 

t 

~, llrr'.\ Right to rt fana~, 

Noneolthelandt n1tr,1Ltspn\1l,dth,1ttl, ~ 1111 n, 1,t l 1n\ 11_lt 
to par tlctp,tle 111 the 111a11.1gc1nL11t ot the propt rt, P:1rLi pation m n1an
.1g, u1L'T1l 1n.n not ht• dl,uahlt 111 cc111t,rll:h hLh\tlll p11\,1t, 111 I ,,du.il 
bu t if th1 land co11t1acl 1, 11,,•d ll\ 1nst1tut111n,d k n<kr, u h 1~ 11L,urnuc-e 
cor11 p,1n1t1

, 111d h:111k\, ,01111 111.111a~t'111ent 'l'r,irt <; 111,l\ l t c;upphed b, 
the IL' tHl< r. 'I'he lt 11de11c, li,1, ht eu oh,en l d fl,r c-1.:rta1n lt nder, to 
rt ndcr s11 h ,t 1, 1u .,, .1 p.11 t ol th1 11 11.. gul.tr lo,111 .1gr1'\' lll nts 1 ht• ,luJt 
ln con1111, ll1,d I, nd,·rs ho1n "l'n111g onh ,h ,1 )C1a11 l-ollrLttl n :l.!tll, t 1 

\\.t1d a .,,.,tin' 111 1111111, d 111.111.1g1;111t'11t d, us1t)n, 111:1, 011tinut 1n good 
l 111d ,trt .1, \u C'], r.1t1ni.?; this 11111d 1, tht c;teHlih 111 r<' t\tll.!; 1 n h , 
I ,, , 1I f 11 n, 1 ,1 lt11 1'1 1 l t It ii 111 re 1,,, 11 thl ,1 t 1! I u I H .d 
t ,t.111 I,, 1 I l,1,, p11t\ I 1 11L 111, ,.., ltl he :1cl,1ptt d to l11,t1tuho1 1 
1,·tHll 1s << 11,lll1 .ll10 1 ~101rl I I ~l\lll lo ,1•1,1 111i..:, th, 10111 \\ h, l'l 1 \ 

] , rt l I 11Jn1, 111 111,111 1~, 11H l , 111t1 1p 1h l 11 ,!illu!d be rr0, 1 l ·J f r 

'11' l tf1t,1 lh Ill tl11 l tlllll,ll l 

\ 1 \'\\<,l\ll'\l II, 1h1 11111,I Ii l tt I 11 I l 'l ' 
d, I II " I 1 I 11 J II 1,1 ,t 

( II I/ I fll/' llj ( ,rdll II~ ( 10/1'> 

<,>11, ~!H111, 1c•g,11d 111g 1l1t· ()\\ u, 1,l11p ol l_!111\\ 111g 1up, do not :1.n,e 

l1l'qu1•nth \ltl11111gh 11t1t lie, lr1H11 1111c,t1,111 ,1pp.,r, 11th in .1h,,nctc 

ol .r sp1'< if11' pin, 1,1011 n1,it111C' l rop, u ,. 11ot i11l Ind< d in .1 ,,th of l.1ncl 
011 <t111 ! 1.11 I sn l t 1s ('l<'.tr tl1.it \\ 1tl1011t .1 p1t1,i~io11, thi• ln11d lOn tr,1rt lnn t r 
h1ct11Jlt, tht' •>\\111•1 of u11111.1t111,d tiop.., g 10,,111~ nn tli<> L111d \\hen ht• 

, ... 



takes possession.90 Questions are likely to a rise \vl1cre gro,ving crops on 
the land are un111.1tured at tl1e tirne of the sale but ruature before the 
buyer takes posse'>51 ,n a1 d ,, hcrl' uruna tured crops are gro,\·ing on the 
laud at t..he time .i forft itu1 is eff ectecl.91 

Only 12 of the 1 =') 1 I nd contracts ruentione<l the ovvnership of 
gro\\ ing crops. Si\ llf thL pn l\ i-,iuns indicated that the buyer \Vas to 
rvct•h e tl1t· crops gro,, ,n~ on tht' pren11svs . .-\JI six of tht>se contracts \\ere 
n1:1Lk nricl entcrL'd into hilt· major crops ,,·ere gro,ving on the farm, 
lieh, et n J11111' 2S and ()c. her 16. Five of the l\velve contracts provided 
t li,tl thc- sell1 r ,, ,ts to ha, 1· tht> crops grcJ\vn or harvested pnor to the 
<lnte of poss1·ssion. One of tlH~ contracts ,,·as concen1ed \Vith ,vhat hap 

pened tu gro,ving crops in case of forfL,iture. It provided that upon 
def.1ult th«· selll'r ,vould " ... after giviug thirty d,1ys notice in ,vriting 
of tliC' c,1neellation of thb contract. haYL' the right to enter upon the 
real t•state herein Jc.scribed aud take i1nn1ediate possession thereof in
L l11d111 c; the right. to tht' etu-r<'nt ,·t'ar's crop .... " 

Tiu' li11:,< rs; \\1·re ,1-;kl'cl: l ndtr )Ollr coulraLt \\'h~1t disposition \\'011ld 
ht> n1ade of crops in tlH· field. if ~011 ,,ere forff'ited out hefon· lianest 

ti1111·~ 1 ht'Jr n plit o,; \\ t n· as lollo,\ s: 

Dispos1tiu11 of c:rou i11g Crops 
B1 lu11~ to tli<' h11, 1 r 
Ht Inn~ tu tli<' selh r 
<,)111•\[1!>11 \\ Ptild not .111-..,·. tor p,1::, 1ne11l j, due 

\\ hen Lrops .11, not i11 the ficlcls 
:--.:o Pll)\ 1'>101\ ill th1° C011lT,1Lt 

;l.;o ,H1S\\ l'r or don't k110\\' 
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'fl1e sellers ,vcre a ... kctl a 'iiu1ilar question; their replies indicated an 
cqu.1I l.tck of kno,vle<le;e. 1 ht• n1ost co1n1non rt>ply \\·as that lhey did not 
kno,v or that th1 cuutract contained no provision on gro\ving crops. 
Sn,nc ,1 11, 1, tho11~ht tli,1t thl')' \\ 0111d e;et tl1t' crops , and some s,1id tht• 
pr11lih 1n ,, 011lcl not ,1rist>, for p,t) n1ents art' d11, .. in ~Iarcl1 or lht' con

tr,11.:l coul<l 11nl hc> torft->itvd ht,ton' har,tst tinH ... 
BC'cn11,e of tlic nnct'rt.iinty i11 the kt\\' ou the n1atter of o,-.'llcrship of 

c;10\\ 11,~ crops undl'r tl rta111 tiH 111nslant< "• ,1 l ontr:ict for lhv s,1le of 

.1 I 1r111 under u1lti,·.1tion ,houlll cnnl,1in a p1ovision specifying the par
th ,· 11!:';hto; t(J l rop, under polenti,1lly trouhleson1e sih1ations. For ex

r.111ple 

<.Htl\\ I~(; l H<>PS IL 1~ 1grl d th.it .111 crop, tl1.1t .1r1; h,tr\l ttd hefo,r 

Ol \\ t:\,auth ,. Jolu on ~01 lo,, 1 1197 201> :-.: \\ 706 19~1,) d1ctu1n ; '.\:r\\-
1 11 , I l ~I I , 1 ; , l O l ~ \\ i II l I I deed 

n1 Cf l l 11k , Strohbt•tn, Hl() h ,,., 9S9 lSl ~ \\. 130 ( 19~1 
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the bu: er takes possession rem::iin the prop rt: of the seller Crops standu1g 
on the propert) at the time th,1t the hu\ er t::ikes possession become the 
property of the buver. In case of forfeihue, all crops become the property 
of the seller where the forfeihire is i11stituted "ithin 011e month subsequent 
to the default Othe1 wise, their \'al11e is divided behveen the parties in J. 

proportion hasl'<l on the rebtl\ c n1aturity of the crops at the time of the 
forfeiture. 

Fixtures and Personal Property 

A troublesome question in n1any land contract situations is what im
provements and other iten1s of property closely associated with the 
farming business are included in a transfer of the farm in absence of a 
specific contract provision. Three prohlern areas are <l1<;cemiblc: ( 1 ) 
The distinction behveen fixtures and personal propertv of the seller at 
the time of sale, ( 2) the distinction beh\ ePn fi:-d11res and personal prop
erty of the buyer upon forfeiture, and ( 3) the sale of articles of personal 
property concurrent \vith the sa le of the farm. 

Gencralh a land contract purchaser is in the same position as anv 
other purchaser of a fann \vith regard to fixtures.92 Farm purchases 
create particularly vexing fixture problems because of the great number 
and variety of items of properl) associated ,vitb the land in a tvpical 
fanning operation. Over fort)• different items of property ,vere specifical
ly included or e\'.cluded in the land contracts studied. Little difference 
was obser'\ed generally beh,·een the kinds of items that \Vere included 
and those that ,vere excluded.93 i\1any of the items 1nentioned have be-

92 See 5 >\ ,1 FH1c \:-, LA\\ or PROPl:.HTY § 19.6 ( Casner ed. 195~) 
93 Personal propert) iten1s that are specifically 1nclucled or c,dudf'cl ns ,l part 

of the re,11 propc·rtv in the 154 Iowa land contract, m:t) he pre--Pnt<.'d in the follO\\ mg 
gt·ner,tl cate~ories: 

1. The dit dling-
a. Bathroom fh.tures mcluding bath tub. 
b. Elt>dric \\ ater heater and water svstem. 
c Electric li~ht fhtun·, 1ncludin~ li~ht globes. 
d Ca, fi,ti1rc", ind stu, es. 
e Carpetin~. 
f \\ rnJo" sha<lps and ,enetiau blind,. 
~ K1lLh(•n cupbo·1rd 
h. I inoleun1 attached to th<.' floor 
1 Screens and stom1 \,indows. 
J Shrubs. tre~ and plants 

2 . Farm buildings-
,\. Portahlc buildings, inclucliug brooder:; and hog houses. 
b. EIP, .1tor, ,ind electric motors. 
c Cr manes. i11clud1ng com cnb and steel grain bin. 
d ",df-fel'<lers and feed bunks. 
e Ha, fork i11clurl111~ ropes and pulley:,. 
f. \V.1t£ r tank and !1t.:akr. 
~- ~[ilk house c:<1u1pment, inclu<ling ,,ash tank and heater. 
h. Oil burners and bJo..., er,. 



con1c i111portant in recent , us ,vith the emphasis upon improving the 
farm hon1e. alinost unh er a use of electricity gro\\1.ng recognition of 
the \'alue of a pure and rPJi ble supply of \\'ater, and the pattern of in
tensh·c farm operation \\ hi h requires an operator to make substantial 
improYements. ThL itern mentioned 1nost frequently ,vere fences, 
bujlding 1naterials, •at~r ,vstem, ,,indo,,· shades, screens, and storm 
\\i.ndo,vs. The handling o the seller's interest in the local fire depart
ment or telephone compauv, or his o,vnership of Federal Land Bank 
stock or interest in cooperative associations \\-ill depend in part upon the 
right that the seller has in disposing of such items. If transferable, most 
of these off-farm interests are more closely associated ,vith the farm 
than \\1.th the farn1 O\\'Iler and usually should go "·ith the land. 

The Io\va court has applied a consistent criterion in its consideration 
of fixture problen1s. The court has said : 

·•. . the true criterion of a fixture is the united application of thrt>e requi
sites, as follo\VS: 

1. Actual annexation to the realty, or something appurtenant thereto. 
2. Application to the use or purpose to \vhich that part of the realty ,vith 
,vh1ch it is connected is appropriated. 3. The intention of the party making 
the annexation to n1ake a permanent accession to the freehold."94 

Like most such standards the fi'-iure test is much ea<;ier to state than 
to appl~·- It has not ahvays yielded a consistent result in apparently 
similar cases.95 

3. ,rater s11stcm-
a. Pressure pump and tank. 
h. Pump jack and assembly. 
c. Stock water tank. 
d. Ho!:". \vaterer on tank. 

4 Buildinf!. and fence material-
a. Posts. 
b. Gates. 
c. B:irbed and woven wire. 
cl. Loose lumber. 
e. Unbid tile. 
f. Ladder. 
g. :t-.fiscellaneous building material. 

5. Crops-
a. r.om crop. 
b. Crain (harvested). 
c. Straw. 

6. MisceUaneous-
a. Share in fire departn1ent. 
b. Share in telephone. 
c. Federal Land Bank stock. 
d. Unattached items. 
e. Items owned by the tenant. 

94Comell College v. Crain, 211 Iowa 1343, 235 N.W. 731 (1931). 
95 Compare Fischer v. Johnson, 106 Iowa 181, 76 N.W. 658 ( 1898) with Van

Wagner ,·. VanNostrand, 19 Iowa 422 ( 1866). 
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If tlit• ft1rn1 in\·ohl·d in tl1c cool! 1 t 1s OLC11pied hy a tenaut of the 
sell1-r. tlil' h11:- l'r 111<1:· he 1nisltad if Ji as...,111nl s tli:1t ,111 fixtures ,,·ill pass 
"1th tLt• I.ind. In ln\\ a. a lt nL1nt h,1..., tlie ri!,!;lit to rc1110, e propcrt} at
t,1elil.'d hy l1i111 to the land if it is either .1 tradl' fi,l11re or an agricultural 
fi,l11n· .1nd if tl1t' rcn10, al\\ ill nol cause substantial dama~e to then al 

estatt'.96 'I'lius .• t n,ti\ < h11, er "lio ,1ssunH:S th.it such itcrns as a "Lttcr • 
"Y"lt·111. curn crib. or hog houses are a p,1rt ot his purchase n1ay be put 
to ,1n 1111t -..:pt< led n pL1ct•n1,·nt t-..:pcn-.1• ,, hen tlit seller's tenant right
f,ilh r,•1110, es tl1t•n1 

Bt·< <111,1 pf the great ,•,u-iC't: of prop< rt: tound on the typic,11 fr1m1 
and tlw 1111u·rt,1i11ty inlil'rcnt in the la"· of fi'\t11res land contract partil, 
sh1111ld spC'c:d: the l1L1ndling ol Llll: propl'rh of <JlH.!stion,1bll' ~tatu-., . .-\ 
sin1ph pnl\ ision t'Jlllllll'ratin~ tl1t• iten1s includPd or L'\cluded ,hould 
suffice. 

FlXI l HEc.., \:'\l) Pl'h\O'\ .\I PH<>PI 1, I l 111( I I • 1, \\ I , 
~ 

i11cli1<lt•cl 111 tlie p11n li,1, 
bu) 1.1 i~ ~I\ l'll pnsst ,sH111 

111 ll·t· ,111d \\ ill bt lt ft 1 11 the p1op<'1t, 
1tcn1s arc 
"la.1 the 

\)·111\' of tl1c: s,unc prohle111-. arise on tht' n·possf'ssion ot tlie l.tnd b,· 
tlit s1•llcr n11d1•r a forfL'iltirt' right. CL'nt>ralh·. any in1pro,·e111ents that 
tht' h11\ t·r h,1-; plalt·d on tlie l.1nd inure tn thP ht'nefit of the seller on for
f cil11n·.97 .\g,1in. tht• kt'\' dt•tt1 1111111ati(l11 "ill hv ,\·hctlier the itl n1, at i,,ut 

an· so c:lo,l'I\' ,tssol'i,tlt·tl "itli tlie LHHl that the\ hcco1nc fl\.turt ,. or . , 

\\·hetl1t•r LIH :' r1·1nain pt-rson,tl prnpt~rty of the bu) 1.•1 "hid1 ht' 111.n 

fl'n10\ t' "IH•n lt1' \':tl,tl1·,; the pr1.•n1i-.es. 
If it is ,1nl1t ipated tl1,1t the o\\ 11t r,hip of , ,trious itt·n1s nf propert\ 

11'-t..'d h.' tl1c h11y<'r nn tl1 • I.ind ,n.1: he disput<'cl in 1•,•f>nt of a forfeiture, 
a pro, i,ion en, L'ri11g thl' 1natt<'r 1niglit h1.• includt•d in tli1.' ,1gree111l'nt 
For1·\,llllpl1•: 

J"IXllHI.S \:'\I) PfHSl)'-:\1 IHt)PI'Hl'l. It 1, .1t:11, l tl11t 1f the 
st lkr sho11ld t'\t 1, 1,1 111, ri~ht 111 !01 lt·1t111t u11d, t tl11, t.. ,nt, ht th1 Inner 
:--11,ill li,1\1 tl1e n~l1t t11 1t111•1\l' tlw I illn,,1111-! 1t1m, 111 pr p111\ f1 111 th1 
l,111d 1t·~.11dlt ,;s I I th,,i1 d, ~1t•1 .,f ,,II 1, h.rw11t tu the l..11d. h, 1 111pt11, 1t1ng 
tlil' s,·lll'1 It 1 .111_, d.1111,t~t· do11t tll thL' l.111d I)\ th,·11 n 1n1J\ ,tl. 

I"\, 11 ii it 1, dt•le1111i11l·d th,tl ,in artic:lt of prnpt rt;· is not ,t fi\ture 
tl1.tt p.1,,t•, \\ ith the land i11 1nan, t·a,c, th, h11, tr 1nay dt si1t• to pur
cl1,1,t• tlH· propl'1l\ an\\\.t\. Tn thl' sl1Hh tl1e buyl'r, \\Cre asked thl' 
1 p1< ,t ion: \ \'ht>n ) 011 p11rchL1..,1•d the fann ditl ,011 aho bu.'' person.ii 

propc1 t; [ rn111 !ht' q•Jlt r? If tht• dlh\\ l'r \\ ,ts in tl1t• ,dfim1ati\ e. an adlli-

96 \, t C \,rr1 .. 1l C:,llk .!;t , ( 1.1111, ::!I I lo,, 1 Ii l l 23, , \\ ';31 ( 19Jl , \\ 1nmk1 

,. It, \111. n, IS3 ln,,.1 11 t ](j'J ;'\ \\ <ill l'JIS 
!l,<..;t, <>H_:.r,J11 \ \\t,,U1uh, 201 lu\\ 1 l'Jll _1 (i ;'\ \\. S2S l'J2(l 

ru(i I 

,,;. . 



tinnal in(1t1iry "as rnade aho11t the purchase pnce and financial ar
r,1ngc>1nents. 1\, t nl\ ti I c· of the buyers replied that they had purchased 
personal proper!: fron, tlie st:ller. Of this numb('r t,,enty paid cash 
t\\'o n1ttclc an <Jl'cll pn.Hn e to pay ,,·ithin a year. and one paid one-sixth 
clo\\'11 cincl ga, e 111 10-. lhncnt note sec11recl hy a chattel n1ortg·1ge for 
the halanel'. Tl1e a, crage purchase price of such personal property for 
the· t\\ehe rep<•1t111..,; \\,ts S:2,-1'):2, \\'ith a range fro1n $.50 to $10.000. 

If -.;0111<' iti·n1, 1 f lk 1 ,nal propert, arc to he conveyed from the seller 
to tl1c btl\ tr for ,t ,t.1t plice in ,tddition to that specified for the realty, 
ti 1e tr ,1nsact1on slio11 Id ht• hanc.ll<'<l in one of n, o "a: s: ( 1) Either sell 
it under a sep,1rate agrep1nt·nt "hethcr or,il or ,, ritten, or ( 2) include 
1t in tl1e land contraC"t in a '-epar,1te pn)\ ision that lists the items, sho,\'S 
the purch::ise price. and outlinL's tl1e r(•payment tem1s. ,, hether cash or 
inst,1Iln1ent. Tlie co1nn1011 practice of h1n1ping the personal property 
,old togt'tl1er and incl11cling it \\'ith the rcalt:-,· to arrive at a single pur
ch.1sc prict-' for the L1rn1 has little to co1nn1end it otl1er than expediency. 
Bt•sidPs pro\'ichng a nvire accurate picture of the transaction, a separate 
st·hed11lt slHi\\ 1ng th(• pt'P,nnal proptrty sold and the price for each 
article is ht> lpf 111 in esta bli •;l 1ing the incnrne tax 1 es11lts of such a sale
the seller\ gain or loss and thl' buyer's basis.98 

In1prorcnu nfc;; and c;ood Husbandry 

During the tenn of the in.,talln1ent land contract both parties have a 
s11hst,1ntial inten·st in prl'ser,·ing an<l in1proving the value of the land. 
Tl1t· seller l1as ,1 rl'asonable interest in enconraging impro\'ernent of the 
pn ,pert:· ancl assuring its rnaint, 11 .. u1ce in good condition . .\s a practical 
111.ttter, i11 a l.111d co11tr .. 1ct thl' ..,eJler·s interesl iu the propC'rt) is a11alo 
go11-. to the n1ortgagt·t>'s 111tt•n•-.t 11ncler a rnortgagt'. The property stanch 
a-.. "sl'cnrity' for the 1111p,1icl p11ncipal ,n,11 and any increase or clec·line i11 
ih ,nar1'l't ,,tl11l' rcpres<·nh a c·orn·sponding .lppreciation or di1n1nution 
in ih 'it c1ll'itv ,·,tl11t 

'flit' Int; <'r's intt n·-.t iu n1,tint.1i11i11g c1ncl i1npro\'1ng the prnpc>rl) is 
d1.,,in1ilar frn1n tl10 -.(•Iler\, i11tere<st in s<'\ er.ti rcspecls Ordinarih the 
h1t\ er is 111ten·stt'cl in the propert; ·, 11se , al11<' or prod11t ti,·it,· as cou

tr,1-.t< cl "ilh 1h 111,trkl't or -,ec 11rit\' , al11<' . .\laint<'11a11ce and up~ t'<'P an· 
t'\]'<'11,t• ilt·111<; t" tht· 1>11,·, r \ c<'rtain It·, el ot d<·tt·rior,1tio11 nia: ht' ::it·
C'L'pt,1hl1· to tlH h11Yt'r "h<'n he 1s iI1 fu1a11c-ial l1nuhle, hut this j.., the <'\al't 
ti1n1· th.it tl1t· ,ell< r liec 01111·s 1110..,l t·nncernl'cl ,,·itli 111aintc11,1ncc· of the 

98 Tlib 1s a p,irtic11l 1rlv ,l'n,it1, <' prohlcn1 ,1uc< tht• ,1<hlit1on of § 12 15 to tlw 
I11t .. n1,1l Re, t'nue Code Ct 1wrallv thb 11f'\\' section re<p1in:, the rec.1pl11rl' ,l'> ord1nan 
inum1<.: of an\' gain on tl1t'. ,,1le of depreciated property. 
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I 1 01 , rt\ Ii ,hort t ht If 1ntc re h tend t Ill onflict "h n tht: bu\. er 
f111d, t hff1 ult tl uh.et tl1t 1n<,t:1lhn nt 1' H t,, 

\11 111h 1, I ti, 1- t I.ind 11t1 tll ill he 1t1.: that tl e partie are 
11< t ,1-; c n 111 d \\ 1th pnl\ 1,H nc; rt~ 1 ling 1n unt n lDLt nd 1n1p10,e-

1n1 nt ,f ti pr p rt\ .1,; I 1 1 haps tht \ ougl1t t l t Th ntent of tl1e 

pr 1, 1 11 n, . ltl u 1gh !'lite , 1n 1bl, 1n;.n hC' 1 1nn1. nled Jc; follo\\ s 
1 \ C t ct 

I " t 
::-;, I I 

:--.:, rtn1 \ al 
\ ldcd 1mpr \ t 1n, nt 

:'\o ,dlcr1h n 1-
::S:n n mt\ ii I'-

~ \\ L \I t I l Ill I 
l II In I 11 t 11 
\ I I I I ll II I I It Ill llf 

:'\ , 1111p1 ,, , rn, 1 t r 1 liu I I I 1 , '-:) 

Sn1nt l I tht 11n1S1111 '-l 1111d u11duh 1 ,tncti,t. For t~an1ple pro

, 1,1ous ,, t re I< un l l11111ttng the- pr ,p 111< n of ti I f.11111 or the nu1nber 
of ,ll IL c; ti .1t L,111 ht pl n1lt d to < n n pr , ent1ng t11t (!ro,-. 1ng of be:10s 
or It p11111,g tlH 11,t 1[ ft I llhl11 11n l11 -.p c1liLd Cf nditH1n, \ fe\, c n 
tr,l(ls pr , 1d1'1111 th1 11np11, nll nts u1 good hu,h:u1dr, prov1s1 n that 
I 1111111 torn tl tl1t 1, 111111111t11l ,h,1ll 1nn,t1t11t .1 d1f.1ult ,nd be ,ubj Lt 

Ill fo1f1 ,tun ,lll I f( I llll\ ,l'i l'r \ ,dld Ill ,thr1 (.1-.r, f hn. I h of { n
il Ht It \\1 ul Is 111 that 011h 111 thl' ,n l',l t·\l1t 1n ,1,c ,, ntld failure 
to trn et thP lJH1111t r 1tt'd st 1ndnrcls of ~no I h11-,h.1ntlr\ n•,ult inn hn:ach 
ol s11C'h 111.1g111t11dl ,is lo 1, ,11lt 111 I rfcih.11l' 1nd r1:-entr,. \ properh 
\\ 11rd< d pr rn i,1( 11, ho\\ 1,, r 111,n "l II ht' th, hasi'- for inp1nctn 1 t li f 
to p1 t, t II t c u11t 111ua l 10n of .1n irnprop, r or ,, .1,tef 11I pr tl hc1 . 

\11,th ,1!> of I I , 1111p11 ,, , rncnh .ui.1 got d h11,h:u1dn pro, i,ion!> 1ndi 
<.ti,'- ll1,1t I uu~1dc1 .11!1111 ,l1111ild ht gl\ ('II t, th1' 111c-lt1,1,1n of n pro, 1,1 n 

111 •, 1•1 \ (, 111!1 1t t to .1ltn1n. 1n,ol.1r ,1, pn,,1hlt' tlH' folio" 1nCT go.1J..· ( l) 

n, lSllll d.J l nt1(il ()\ l I 111,1I, 11.d ,dter.1t1011 or rt'l!IO\ iJ of 1111prcn Llll( Ilb 

.111d .1dd1n, of n1" 11n111 o, 1•1111•11h -~ rn ttnt, n.uic,' <if ~ood hu,b 1ndrv 
and f.tnn111g p1111 liC't, ( 1 pi op,•r ri: p.1ir .ind 11pk1'<'P ol thC' pr 1111,c, • 

• 11ul l pr1 \I 11(1111111[ ,, 1slt· 

'f'h1• p10,is11111 ,l,011lcl ,1Ho111,1g<' nnd 11t1t clis1011r.1~1. tht' .1dchtion 
1/f 1111p1,1,, n11.11ts 111 t d1 d to 1n,1111l,11n .1 hi,rli lc,cl llf prodt11,;t1,it, It 
sho11lcl ll!Jl h 11111lt 1 1d j11,;11111•11h in ln1111111g .111d .illl't.1tion, 1n furn 
l111ildi11g, lo 111t·1 t rl1.111g111~ t u11d1t1011s, \~ 1 no1111 th1• C'n11tr,1ct ,htH1ld 
p1 otc, t the ,, llt r\ '"s11·1111t, ' 1nlt·rt·,t 111 the• ptnp, rt, .ind not li.unpt r 
tl1c h11\ ('I\ ngl1t to 11sv tlit' I.inn 111 .1 111111nc·1 tliat rn ,1 11111zc-; hi, Ill t 
i1110111t• u, 1·1 t1n1t•. S111 h .1 p1(1\ 1,1 HI 1n1~ltt \\'l'II rc 1d 1s fullt1" "· 

lt\ll 'HO\ l•:r-.. 11,,;--.:·1 S \ND conn Ill SB \Nl'H\ It 1, .1grccd th,1t to 

I I s I 

.+ .. 



promotl' the 1n 1st t ff e 
pro, en1ents a11d 11.1tt 
nut reduce thl' , I 1e 

ti use of the prcn1ises the bu, e1 1nnv 1nakc im
h.u1gl's i11 tht' propert,. 1t 1n so doing he ,vill 
prop1..•rt:,. It 1s in1tlier ,t!!It:t'd th.1t 11e1tht·r t xist-

in~ i1np10, e111e11t I r 1111pro, e111e11t.s subst•quenth n1,1cle In tlie hu~·er 
"ill hie rc1no, ed c , cd "ithnut tlie ,vrittcn < m1se11t of tlie seller. 
!'he Inn er" ill<.:< 1 ·n t , aste on the pre1n1ses, IH1t ,, 111 upcr.1ll tht' farm 
\\ ith good husb:11 lr I d tollo,,· acCt'ptPd f.1rrn111g Jll,l<"tice~ and Jll,lllltain 
thl' propt>rty 111 .1 1 <it 1te of rcp.1ir, t'\C-l pt tor 11onnnl \\t•,1r .1nd tear. 

..\ \\i[!JHnt nt 

The right to sell his interest under the land contract prior to comple
tion of th1..• purchase n1ay he important to either the seller or the buyer. 
For .sn1ne reason, such as ill health or business reverses, the .seller may 
need to convert his interest in the contract into immediate cash. Simi
larly, tht> bu~ l r may change his mind about farming or clisco\'er that 
he has o, ert·:xtt'ndcd hirnself and \\'ish to n.'cn, er his equit\' in the land 
through a sale of his interest. Recognition of the possibility of transfer
ring their rcspecth l' intC'n·,ts enhances the fle:xibilit) of the land con
tract for both parties. 

At con1n1on la,,·, in absence of a contrary contract provision, both 
buyer and seller L·ould fn.'ely assign their interests in the land contract.IX! 
Consistl'nt ,, itl1 tl1e pnhlic policy favoring free alienability of real prop
ert:, interests, courts narro,\'ly construe contract provisions rcstncting 
<1ssignmt,nts. 10° F(lr c:xan1ple, a s11 b -contract frorn the bnyer to another 
part~ gvnt·rally is l11•lcl not to violate a provision prohibiting assign
ments. 101 

In lo\\·a , tlie d1sfa\'or tu,\'ar<l restrictions on assignment is manifested 
in a st.1t11tt·. Section 53~.:2 of the Io,, a Code specifically provides that 
non-negotiable instn1n1enls are freely assignable not,\'ithstanding any 
contraet provision to the contra.ry. This statute apparently applies to 
Janel contracts, although persnash e arguments ha, c been made that it 
<;\io11kl not. 102 

narl'I\', if e\'er, "·ottld a contract restrict the seller's r1~ht to assign 
Iii, int, rt'st. C !'>t1allv the :-eller's only dutv nn<ler the contract is to con-. . , 

,·ey gofJtl title ,vhen the buyer complC'tes lii<; pay1nents. As long as the 
contract is recorded, or he is in open possession of the land it should 
mak1• little difference to the buver \\hat the seller does ,vith l,is inter
est. .\ny subsequent purchaser from the seller \\'ith actual or construc
ti, e notic(· of the conlract take<; the land subject to the buyer's rights 
under the contract. 

99 SP,· :--:ot<, J115fr11mr11/s Containing Rc\frictions on .\~1ig11mrnl~ Under Iona 
r,itf,· S,, t,.,,1 .53'J 2, 3 3 lo\\ ,l L HP\. 11 t ( 19--17 ). 

1 11 \u 3 Ai-11 HH \ :-- L ",, 01• PHoPt.HT\ § l 1.3G, p 1 O.J. ( C.1 ,11t·r t•cl. 19!32} . 
01 I\\ 1111•,10-.;, Cos tH\r ,., g <J.'5'1A. p. 2660, n. 4 (RP\ ed. HJ36} 

iriz \eP :--:ot1·. 33 Iowa I .. Rev., ~upr11 uote 9lJ. 
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. \ p,1rt: rctain111g lt e;al title to tu1<l th t ha-, been :-.ol<l by hun on d 
L111d (1 nt1,1ct can t1,1n,f<r his L01Jt1act ught to rtCt1,e p,nrnents ,u1d 
Iii, ,1 c.unt, iut1 It'>l 111 tlie l.ind.1 3 L 11lc .,, tht c.ontract indebtL<lne:,:, is 

u1 tl1t fo1111 of 111 g,,t1,1bh· notl, ,t1H.l thl' ,1s,L . .,lllC JS a holder in due 
t1111r,t· tlh· :1,,1~111·1 ol tl1l' :,clh:r's intt'll::.t ,tt·p:, iuto the :,eller's shoes 
"1tl1 ll g.i1d tu tlie b,,)er·.-, ngl1h ,ind JL"hihLS nuder the contra1.:t. 104 

'l hL· ll111Ic11ll pruhl1 111, undt r tht· I,1\\ ,l -,t,1h1tc LOnc.crn the eftLct to 
ht g1, • 11 t inti ,lt l 1t ,t11t lio11, 011 thl' bin t'r':; right of a,,i.!:iunent. Se, en-

~ 

tun ul th,· 1.3 I ( 1111l1 ,ll h c 011ta111ed pro, 1-;1ou-, pl.icing rt,tnction, on 
tht· IHI\ tr·.-, 11gl1t tu ,i..,-.1gn tl1t t.uutraLt. Julen IL,,, iillhLatl'd th.it a ,ub 

. -
.,t,111t1,d propo1 lion 12 pt I t't nl of tlit· h11.: er, be lit:, ed their n!_!hl to 
.i,,1g11 ,,,1, II1111l1 d. ~l1i-,t In •1111·11ll) lo,,.1 cn11tJ,1ct-. pro,1c.lc th::it the 

1>11_, t I rn.t} ,1-,,1gn 111., inti 1 t ~l onh ,, 1th tlit \\ ull II t 01hent ol the "L lit r 
111 111.111; L.i't, tli, ,L lle1 111,n h,n 1. ,l It g1t1111,1t 1ul{Il '>t 111 .1tt(rnpting 
to d1 ... 1 ,iu1.1,;v ll1t IHt)1•r h,1n1 .1..,..,1~n1n\!, tl11· contract ti> ,1 p,lfl\ uot n1t·tl 
i11~ tl1t st 111 1 '... nppro, ,d. 

I h, ,t 1lt1ll' "u11ld ,1 t 111 tc, 111d1c,ttt· tl1,1l thl llln tr 111:l\ 1n,1kv an 
1·1!, 1.·t1, l' ,1..,,1~11111111t lll 111, 111tt 1,·,t ,, 1th1H1t c< 111pl) in:.!;,, 1th ,1 contract 
p111,1-.11,111u1L111111e, tlH s,·!ltt, t1111~t•11t. 1 ;; llu\\1e'\tf, 1f ,1olati1 n of the 
.i-,,1g111111·11t p1,1, 1,10n ,~ n1.1dt gn111nds f,,r forlt 1turt' ol the c,111tr,1ct, it 
,, ,nilcl \t t 111 tl11 ,l'>'-1\!,IH'(' \\ 1J1dd ht p111th,1s1n~ ,I p1ohlt1n. If th!? cotut 

pc 11nih tl,1 ,1•lll1 tot. 1 ll'1t 101 hn 1cli of t11e ,1,s1e;nrnt·ut prn, 1,1011. ,, h.1t 
l".111 tli1• .1,s1g11t t' do lo to11l'ct tlit dt·L11ilti' \\ htlhl'r tl1l' pulic, of Scc
tHHJ ."jJ1J.~ \\Ould p1t\111t tl1t• t11lortt'HH.:nt of h1deit111c f11r bre.1ch ot 
JllO\ I'-IUll 11,l111. l111g .i,:-.ignintnt Jr.i., nut bet n ,1utho1it,1tl\ t'I) dt t.:idecl.1 6 

hut tl11 tn111t h.1, t11dorscd tlil' tnf111ce111cnt ol a pro,i-,11111 ntc-l'lcr1tiug 
tli1.· u1t11l h;il.1111.1• "'' 111g 111 l',tsl' 11[ hH•,11.h ot .i lOnt1,1ct pn)\ 1,1011 re

,11 H t111~ .1,,i!..';11111l 1t1 1 • I b1-.. 1k ci.,1011 ,, tHJ ld 't't rn lo indicate th.it tl1e 
111u1t ,,11111ot 1·\lt11d tl1t 1,,n,·oi tlil'sl.1t11tt to 1elit'\t' the c1,-..1~ntc lro1n 
,l pn1\ l\l(Jll Ill lht (l)ll(l,ll t pt 11,tlu111"2; llll,llltl10riL1.d ,l'-~l~llllll 11h r:,en 
ii 1l1t• to11t1,ttt p11>\1d1, 1(11 furlt1l111"t· i11 c.ht nl hre,1ch ol tl1e .1 ... ,1gy1-

1111 nl r, ,tnl't1n11 tl \\ 01ild '>t t 111 tl, .. t till' .1:-;,1~nce should he ,1ble to ttn
rh r tlu· h,1h11t l' ll\\ Jill; 1111 tlH• contr.11. t ,ind t ornpcl the ..,c]lc1 to c in, L'} 

tl1,· l.111d 
I f (l11• hny,·1 's ,1.,~ign1 t' .1grvc:-; tn ,1.,,111nl' tl11• h11y t·1 's pLrsuu.d liab1lit) 

on the conlr,ttl. 1l ,,·ould ,1pp, ,tr tl1\' sr Iler 1na, t·nlorc.e the t()ntr,lll di-

... \ \11 I ' I \ i Ol I I\' I I I II I 11 I I I I I_ ( l I I I 
,-., .., 

I ~ \ I I I \ I II I It .21. I"\\ I 7 I '\ \ \ ' I ) ,I - ) 

I ' • l / l )1 il I , \ \ 1 I I I I 1-..:;10,11 I 'I l.ll \\\ i,G 1 q I J 
I ( I I l,m,1 ,, \ I >' < n, ' l~v I,,,, 2.7~ I l[l \ \\ S~l l JI I 
l 7 H 1," r \ l I ti II l '-.1 l ( l .2 1(1 I I\\ l ll~7 2oi ,.\\ ( IS I )" 

_) 

10a CJ Bull , . \\ ti,l,1od, 1 S5 I ''" u I -.. 170 :-..: \\ - l JI J 
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rectl\' a~a1nst the ,1-.,si!,!'.111 <' 10q The h11:•er, ho\\·ever, n1a:· not escape his 
liahilit:v under tht ntr • v a,-;igning his interest to another party, 
nnles, tlH• s1•IIL r ,1cc. pt-; tl -.uh,titutinn of tht· <1ssignee's 1iah11ity and 
n•l, ,1st, tlit h,n c r. 1 

\ ltho11gh tlic ef fl cl I\ l nt, of efforts to penalize hreach of a lin1itation 
11n ,1s-;ignnH nt n1ay hP unc.c rtain, the partiC'S to a land contract should 
reCl)~nize the po".!,ih1hh that in the f11ture one or the other nf tht'm 
,night de,ire to .1ssign h1-; 1 terest and attC'1npt to agree nn thc> effect of 
such a tr,1nsft>r. The eoutc nt of as.,ignn1ent provi<;ions rnay vary greatly 
dept'nding on tlit· pt cu liar situation undcrl:-, ing each contract. The fol
l1l\v1ng j-; an ex::nnple ot one type of as~ignment clause. 

AS::,l(.~~11--,'\ I It ..., .i~retd tli,1t 1 1tl1er p:ul\ 111,l\ .i~si~n l11s interest 
111 the< unt1 1ct II tl1t• li11,e1 .1ss1~ns his 111t, fl''it, he .t~lt ts to 1n11nl'di.1t1 h 
nutilv tl1t' ~1 llt•r it ,11c h f.1c t If the lllt\ t'r's .1 ... ,i~11, 1· ,1~11'es tr, ,\'>.,11111P fully 
the lnt~Pr\, ohhg.tt1ons 011 tlw contr.tc:t .iud 1f tlil' as,ignee is .it-c:, ptahle 
to tht:> ~t'l111. tl1e "' llPr ,1gn•( st, 1e],·.1st> tlir lilt\ t'r ho111 .ill l1.d>1ht, 1n1 tlie 
co11tr.1ct. 

,\! ortgacc Pror isin11s 

\ltlio11~h tl11s -;tut.h· \\'.ls conc:emcd principall:· ,vith the use of in
:.tallm( 11t tin l contrac.ts in th1' transfer of farm land o\\·nership, one or 
n1on· pro, i-.,inns reg<1rclin~ ,1 n1orl~<igc ,vcrC' noted in a tJ1ird of the con
lr.tcts C\,unin<'tl. ;\f urt~age prn,·hions \\·ere incl11dccl 1111<.ler th<' follo,v
in~ condition,: ( 1) The seller agr<'ec.l to gi, ea deed an<l accept a mnrt
~.1g,, 111 the pt1c:t' of tl1c contr,1ct ,, hen the unpaicl balancr had been re
duced tn a specifiecl arnonnt; ( 2) the property "as alrea<lv mortgaged, 
\\ lnch 111 irt~age ,voukl continue under the terms of the contract and be 
disc-har~cd h_:. tlic scllt·r or assun1ecl h~· tht> I llt\ er 11ncl<.>r specified condi
tion"; :1) a rnortgage loan from a third party ,vas to be obtained con
eurrentlv ,vith f',eeution of the contract to furnish the seller cash in ad
dition to the> do\\·n payn1c11t under the contract; and ( ·1) one of the 
parties n.·ser,cd thC' right to place a nc,v n1ortgage on the propt>rty. 

[, c lian!.:,i Contract f nr ~! orff!.agr. A provision permitting the conver
-..ion of the contract purchase into a deed-and-mortgage arrangement 
",l'- not included iu nearh· as n1any contracts as its n1erit might indi
<:,ttf' \\ a~ ad,·i--ablr. Unfaniiliarity and inexperience ,v1th such provisions 
.ind lack of kno,\'l<'dgc of their cconornic value probably account in large 
part for the lo,v incidence of use. Essentially a n1ortgc1gc-for unpaid
h,tl,1nce provision authorizes a shift in the purchase arran~ement ,vhen 
the· buyl'r's interest reaches an agreed level. The seller agrees to deliver 

109 SPP Coral C.1bles Co " Klc:l\elancl, 220 lo\\a 1280, 2133 N.\V 33rJ ( 19.15). 
110 Sep \',mden\ilt v Rro,.,nn.111, 201 low,1 1107. 200 :S.:.\\' fl5Q ( 1926). 
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tl1c• l)11) l'I ..i dcell and acct:pt a pun li.1,1 n nt:y 1nortgage to secure the 
h.tl.111c1 O\\ 111g 011 tl1P pu1 h.1~, pnte S 1ch 1 !ult n1<l\ be ad\,lnta 
g, 011<; lo hoth p.u tics 1l1tt !!;<>Tl('rall) th, rnost n1:1tt: rial ad, .1ntag s c 
tn1,· to tht> huycr. 

r,0111 tl1t bu)tr's \ie\,point, tl1t ch1tf afhantage of the sl11ft to a 
111ortg,1gc 1s n rnu, al of the jtop.ud) of f lrfc1l1irt:. The al rtgage ma) 
,tl-,o p1 <1\ 1d1 rnoH· I .l, or.i bl , f u1anc.1.tl LC'rrn, particu l.1rl) if tlie on tract 
i11t(1<.st 1.1t, \\.1(; lu~h or th,· 1cp,1)1lltnt of princip 11 \\tr ~pread \t.'T 
a c,hu1 t pt'r 10d uf t11nt b t,111,(• 11 th, ung111,ll 11 \\ • 1u1t, I l<,1tJon f tht 
IJ11\ <. r \notl11 r po~,1lile ,Hh .u1t.1gt to thl bu, Lr \\ oul I 1 h1<; 1 1or f 
\ 01 .10I, · I u 1 t 1011 lo obt:1111 produchon cn'd1t for f arn1 op r.1t 111, lit 
en. d1t I 0,11 1H1 al o 1n1ght ht '-lH 11gllit IH:d "1tl1 1nct:h UHLS 51 11 li r 
.ind ot h, 1 p , s1bl1 <. 1 ed1to1, 

I I urn tl11 s lit 1 • \IL\\ JH>111t the c.hil t to a d and 1nort~age nla) 
, n < Ju._ 1nt1 r, ,to; 1f it I c: tll'i f,>r .1 J11gh1 r rate of inter t 2 pro
\ id,, t 1tl111 11101 n 1(-; rtprd 1Lp.n111Lnt ot the pnn 1pal or 3 \,ould 
otl1t r\, 1w· ni<, t h1 ttLr 111, r <1u11t11H nh at the tune of the sluft than 
\\1111ld co11tu1n tlH 11 ,if tlic cn11t1nc:t Fort x.1111plc the s llt:r 1111ght find 
.1 d1 101111t n111 k( t tor .1 111 , t~ 1ge "11( n 1H "ould not ex15t f r n land 
11 11111.ti l \ eont1.i, t c;Lu< r tlh ic. lookl J up,,n ,t::, .1 le,, .1ttracti\C' 111',tru 
Jill 11t, pt ub:1hh O\\ 1ng ln th1 011g111.d h1~h n:-.k 1n, oh cd 

l lte 1n11,t p1 , s11.i,1\ e .n ~11 t n1 n t fur 111.1ki11g the change froxn contract 
tn 11101 tg.1gc \\ h1 n t I H u 11p.11d pr uicq,.il ha, ht>, n rl cluce.J to thnt of a 
I\ pie.ti 11101 tg,1gc 111 the (·u11111111111t\ 1s th:1t thl orig1n:1l re:l'>On for u-.,1ng 
the I.ind cnntr.H l 110 l,111gu· t'\1-..h. \t thL tunl' of th<.~ ,!11ft. 1t he \Vere 
frc>1• to Slt'k < rt d1t, I,,\\ Ii, 11, the h11,tr 111111<1 p.n the cntirt:: nniount 
d1Jt•, 11 tlH· t 1111\1,ll t b, n.orll!; 1g111r; th<· propezl\ to a con1111erc1al lcnd
i11g .1~1•11<,. \t tll(· c 11t<;1 t of thL' pu11 li,1"' tl1t' t xt1.1ordin,lr\ nght of 
h 1rfcil1111• IS p1~11ri, d h, till high I i,k ,l',Sllllll'd hv the ... , llt>t. 1'lH' higher 
th,· 11,k the gll,1!tr tlu· 1111,;1 -;r,11, fn1 .t q11itk .ind int\pcthl\t' rt·1ncdy 
for 111<' s,·lk1 lo 1<.tn,,1 lih p1opt11\ in c.t,(' of d1,L1ult. Hut \\hPn the 
h11 1 r,; t <p11t, 111 c.;, 11u," ,uh,ta11t1.tlh· , q11i\ al1:ut lo 11r 111on· than that 
111alt·1 .i !\p1c.d 11111rlg,1g1, tl11· p1ot,·clit1n ,1ffu1d1 d tht' s1:;llcr uudt'r the 
11101 lg 1~,· l1111·1·lus111P JH1)u'du11. ,lin11ld bt' ,uffil'ient. 

I 11 l I 1, • JH I son.ii 111 It 1 \ i ( " , " 1 t Ii hi 1 \'l.'1.., .i 11d ,1 111 p; ,l n t'ff lH t " .1:-. 1n.1de , 

tn dhul\ 1·1 th1· 11 a,1)11 \\ l1v 1ncir1 dc1•d .1nd-1nPrtg.1ge1 pnn·i,ions \\'ere 
not 111t·l11d, ti in tlit , tn1l1,1ch 'rl11· l.1ctor pnncip.dh itsponqhle l<,r the 
.d,,, 1H 1• nl .t dh·d ,1nd-nHH tg,1gf• ,h,ft ,va, sit11plv th.it :;uch a p10\ iqon 
\\ ,1, 1,ot t·,111sid1 11 d. Bntli htl\ 1 rs .u1d sf•llt'r, indic.tlt'd ,1 :;trnngl • fa, or
.tl,11· ,1ll1l1Hl,• lo\\nnl th, int h1,i11n of su(h ,t pnl\ i:--1011. 

'1'11t :;1il1,t.1n11' nl tl11 l111\11s' nnction, to .t del'd-.1nd-n1nrtg.1gt' pro
\ is1011 111 n• h,, ,1.1tcd ,1, f111l11\\ s: ( 1) !\.l.1nv htn't'r, thnugl1t thnt their 
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contracts contained such a pro\'is1on, \\'hen in fact they did not; ( 2) 
1nost buyers" ould :,;p ct thl' shift to be made only after they had paid 
a substantial proportion of 11e purchase price of the farm, around 50 
per cent; and ( 3) n1any 1nnr buyers ,vould have requested such a pro
\'ision had they been inf on d of such a possibility. 

The essence of the anah -;is of sellers' reactions to giving a deed in 
return for a mortgage ,,,hen a specified portion of the principal is paid, 
can be sumn1ariLed a'> foll(·,vs: (1) The great majority of the sellers 
registered no objection to s1 ,ch a provision; ( 2) making the shift ,vhen 
50 per cent of the principal remains unpaid ,,,ould be satisfactory to 
n1ost sellers. and ( 3) the chief reason for not including such a pro
\'ision ,vas that no one mentioned it. It ,vas apparent from both the 
bu)·ers' and sellers' replies that a much larger proportion than 28 of 154 
conb·acts n1ight have contained a 111ortgage-for-uopaid-balance pro
Yision had the parties considered the matter. 

Exan1ined from the standpoint of prospective agricultural credit 
needs, the incorporation of a deed-and-mortgage shift into the land 
contract appears a promising method of improving lo,v-equity financ
ing. Creating a right to such a shift offers an opportunity to make the 
contract purchase less burc1ensome for the buyer ,vithout appreciably 
affecting the safety of the seller's security interest. Exchange of the 
land contract for a mortgage relationship ,vhen the buyer's equity be
comes substantial is such a logical corollary of the lo,v-equity-high-risk 
rationale underlying forfeituxe, that it seems strange the law does not 
guarantee such a right. 

Perhaps the Io,va legislature should consider adding to Chapter 656 
of the Io,va Code a section limiting enforcement of the forfeiture reme
dy to cases ,vhere less than 50 per cent of the purchase price has been 
paid. The effect of such a statute \vould be to place the seller v.·ho had 
recei\'ed half the pw·chase price in about the same position as a mortga
gee. If more detail ,vere desired, the statute might specifically provide 
that the shift from contract to deed and mortgage ,vould take place 
eitlter ( 1) at the option of the buyer, ( 2) at the option of either pa1 ty 
in absence of a contrary contract provision, or ( 3) at the option of 
either party, regardless of a contrary contract provision. 

Regardless of ,vhether such a statute ever becomes law, it is \vithin 
the po,ver of the contracting parties to \vrite a deed-and-mortgage shift 
into their contract. It is difficult to imagine a situation v.1bere such a 
provision should not be considered. An analysis of the provisions found 
in the Yarious contracts may provide suggestions for drafting a deed
and-mortgage shift. Three basic patterns ,vere observed in the con
tracts: ( 1) The shift ,vas unqualified and ,vas to occur at a specified 
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po111t, ( 2 tl1t• sl11lt t 011l d hL• rt'qt11r1•rl ,ll ti 
spev1fi1•d po111t ,111d ( i3 tltl' ,lnft \\ l>nlcl 1 
1·itlil r p,1rl\ .ii t1·r ,t "P' t itu d po111t. 

pt1on ol the b11yt r ,1fter a 
op1•r.1ti, t' at the option of 

·r1il' .in.th si, \\ ,lS ( l)l)('1•n1ed \\ ith the l nn1pl1•t1 nt"ss ,uid cleamt ss 
,, itli ,,l,itli tl,L..,l' p11n i..,1011, ,,1 rt' pn sPnti·d ,tnd tht· ..,pccificitv ,, ,th 
\\ lii<'lt <'.tcli itc·n1 \,,1s to\ 1 n·d. ~l.1ttl'rs th.it -;hould he con<iiderc<l 1n 
dr.1lti11~ t d1 cd ,11nl-n1ortg.1g1 ..,Jll t pro, i-.ion ,111 I \\ ho lit l t<l .., that 
th,· ~liitt Iron, th,· co11tr,tt t lo tlie d•·l d and 1nort~.1g1• l'- to he ,na<le ' 
tit<• li11H· or 1c111d1lion ... ,tl "lHLh the shift i-. to take pla(<\ 3 the fin,u1-

l'i ti :ur.111!.!;t'llll 11h to hl' sp1·1 ifi1•d 111 the 111nrtgage, ( I the tenns ot 
111ortg.1g1• to h1• 11,l•d. ( .1) ,, hclht 1 ,t 11ote nr 11nles ,viii acco1np.1n, the 
1nortg,1g1\ H \\ ltt·lhe1 .111 ,1hstr,Ht is In h1• f urni..,Jied, and 7 \\ ho 
ht>.tr, tlll' < ,,-,t ol n1,tl,i11g thl' 'ilnlt. 'T'he rv,11lt... ,ii tbe ,111al\':..is are out
lin1•d h1·lo,\: 

/), 1 cJ r111cl \J11r(,_!ll,._;I S/11/t l'u l 1s1011, :\11111hcr < / c( ntra ,~ 

I. \lid I to I d1 1·d .111d 1n111 t~ 1ge tub' n1,,d( 

\1 1111• .. 1111011 1r th,· 1i11\, 1 1-
,1 t Ii,• t 1111c ,p1 1 1lted 1n t I 11 c 111111 .11 l pi 1\ 1,1011 11 

~- !:->l11ft to 1n.11l1· \\ he11 
l 1111UJ'·'I ,111n 1' Hd11r1d tn .1,p1ul1td .111111111l 

] llllllJ',ll ,11111 J', rt d1111 d le \ '[lll d11 d J1t'llClll.l'.!l 

\ 'Jh ctl l d d.11,, 1111, 1 s 
1 I Ol 1•d111' IS l lltClf',11 

:3. I 111.111c 1 ,I .11 r 111c,1•1111•11l 111 tlw 111 11 tg 1 't

P.i\ Ill! 1th Ill I'' LIil 1p,tl 'P' l ti It d 
P.1,111t11h l'n 11111Htj, l t,1 la .1~11,d 11p,111 
]' I\ llll llh till pt lltl 1p.1l li<ll llll'lllllll'l d 
l1tt11,,t 1,lll' SJH'1ili1•d 
lnll't< ,t I tie to h1· ,ll,:ll'1 cl llJ"llt 

lt1t1·n ,t l,ltl' II ,t l)\t I .I ,tq1ul.1t.•cl p1 llLlll l';!t' 

11111•1, ,1 l.tl(• 11 ,t 1111'1111• lll d 
•L f• 111 cl 1111 tit, uf Lt I .t\ 11tt 111 ul pt 11 ( 1p ti su111 

:'.'\ci d1a11(!1• 
I IICll' l'l'd 

J )1•1 l l',l',1 d 
:'\o 11111, 1~11111 11•g.nd111~ 1 111 ol 11 p,1\ IIH'lll 

5. :"\'ntc 1~ nut p10, 1dl'd It 1 
G. Pin, ,..,i111" 11·g.11d1ng .1h,t1 11 l CJf t1ll1 -

\l,,t, 11 I to lit> ~t\, 11 \\ It, n ,l11lt ,, 111.lllt 

:--.:01 110\ 1,11)11 lt',!;,t1d1111.,: ,\11 ,d1,t1 .. ( t 
7. \\ lio lw,11s tl11' n,,t ol 111 1k111~ tl11 shdt

Htt\ I I 

P1u\ 1-;11111 h11 ,1lton11:, \ f, l 

:"\' l Jll I\ 1,1,111 ll'~.11 d111,-:. (_'(1',t 

) 

I) 

., ... 

s 
(i 

0 -
12 
l l 

]() 

IS 
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If tltt> sl,irt j., tn !lit• ach a1it,1gt' of onl' p:ntv, 1t "nuhl ',\'( ,n that hL' 
niight \\,till tliC' 11ptu111 11F r1•c111c,ti11g it. ~i1ll1 tl11• ,bill gl'11c•1,1lh• io; to 
th1• :tlh .tlll,l~l ol tl1e llln 1•r, ltt• \\ 1111 Id desi1 l' t>ithc1 ,t fin,t p1 o, 1,in11 pH)· 
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\ 1cli1J~ for the shift nr .111 option. If either the repayment schedule on 
the princip,tl or tltt• 1 :lt< f rest is to be increased suhst,1ntially. the 
1>11, er 111::i~· ,, .tnt tn 111-,1 t in an option. for his ahilitv to repav a 
l.1n.,;, r ,tlln 111.t, n,it 1n 1t 1 l' as .1nticipatl'd Either .1 fin11 provision 
in the contract ur a shift at t option of tlil· buver "oulcl seen1 to 1neet 
.1<le1iu.1teh· the ncl'ds f ti p utit s 

Tlit: ti1ne nr cond1h n f r the shift to a deed and rnortgage "·as 
spl'c1fied in 1110.,t of th t\\ 1t\-1 1ght contracts. Tlte '\\'ht•n'' is ,l most 
1n1port.1nt t•len1t nt ,ind -,h l he stated specifically. 1 he specifications 
in the uintr.H t, ('\a1n111t d "t'l e in t{'rmS of the an1ount of tlit' unpaid 
pnnl 1pnl. pC'rc, nta~t nf thl' nnp,1id principal, or a statell date. A.ny of 
tlie,e thn,1• ,tit, rn,1ti\ l'S ,vo11lcl appear to he suitable. 

1'11t' prrn 1,ic1n regarding a ,nortgage for the unpaicl balance should 
h1• q11itl' specific ,1s to the principal n·pay1nrnt schedule. the rate of 
intt rt",t, and "hl'rE'. ,,·hen. and to \\'horn thr payrnents are to be made. 
\ ,t.1ti_ n1rnt tliat p,t\ 111, nts under tht mortgage ,,·ould hf' the same as 
pro\ id1 cl lnr in tl1t• land L<n1tra<.t \\011ld usually suffice. hut if an) of 
tl1l l ondifio11, .irl' to hr changC'll. the adjustment slio11l<l be specified. 
Cl1.tn~es in repayn1t nts. \\"hc>tltt: r principal 0r interest, 1nay he arranged 
to nH 1•t the anticipat('d net-.ds of the partie<; 

.\n itt 1n incl11dt <l in onlv a f ""' of the provisions concerned ,vho 
bears tbt-. addt->d c-o'>t of ,nakiug the shift, such as the attornev's fees for 
clr if ting tl11· mortg,1ge and nolt'S and the cost of recording thE' mortgage 
\fo-,t of th1• pnn h1ons did not 1nention these costs, the others pro, 1ded 
th.it tht-. hn,·t->r "'ould pay then1. These costs rnight ,,·Pll he shared if the 
sl1ilt 1, to tl1l' rnntu:-il advantage of hoth parties. Othenvise. the party 
clesinn~ tl1e ,h1ft. 11s11ally the hu,·er, should pay the costs. TI1c cost of 
tlH· :1hstr,1ct sho11ld h1· horne bv the seller regardless of ,,.·hen the deed 
i, e;h In e~cf'pt for 1·ntri1•-.; (a11<;ecl hv thP huver. 

Tht· 1norlg.1gl'-fo1-11np,1id-hal.1nce pro\'ision should ind1catf' c.l"arly 
th1• clesirC's of the t\\'O partiP'i in regard to the items discussed above 
:\ pro, ision ,imil.1r to the fnllc)\\'ing might be appropriate: 

~fOl-rr C \CE F()H l :'\ P \II) B \I.\:\'< F. \\ hP11 the a1nount o\\ 111g 

11p r1 dns contra< t sh,111 l'L' redtH'Pd l11 ~ , .1t tht optilln of the 
h11\ 1•r tl,e sc•ller sh.di t''-''' 11t1· .u1d r.l,·li\ t'f to the lnl\ 1 r .1 ~011d ,11HI s11ffici<>nt 
\\,lrrant\ d,·ecl for s.11d 1e.ll prllpuh, ,111cl c111it11;1t•1Jlh tlwH•with and in 
,.1tist.1l t!(lll ,Jf the .1111 11111t tin 11 tJ\\ i11g 11po11 s.1id 1·1111tra('t, the 1111\"er, his 
,, tf<' 1orn111g th1·re111 1f 111 Hnt'd, sh.ill exPclll<' .111d deli, 1·1 to tlH• seller a 
pro1ni,~on 1H tt 011 tlw d.1:, \\ h<'11 dt'etl 1s deli\ ,•1 t•d i11 tlif' a1no11nts ,1nd 
p.1\".ilik· is fllllo\, ,. _ and ,it the s.11111' ti111C', the h11\ f'r, 
his \\ ife 1oi11i11~ therein it 1n,1nwd. sh,111 t'Xl'Lllll' and dPll\ Pr ln tl1<> seller 
a l_!nod and s11ffic 1ent p11rcltas<· n11m~:- nv,rt~.1l_!l' up(ln s,1i1l real p1operty 
sec11ri11g said pro1niss11r:, 11ote. \\ l11ch 111ort~.1~e sh.di lw in the usual form 
used in tl1cs co1111t:-· ' l l1e si>ller .it l11s O\\'ll t \pt•11s<· ,l1,dl d1·li\ t·r lo the \111\ er 
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.111 ab~tr,\(t of tillt~ tl1C' s:-une a, 1.s pro, 
this co11tr.ict. rh,, h11\ Pr sh'lll at !11s 
he cl11h ncordecl, p,;,. for the draltu 
1 xpt 11~es 111 t:onnccti,111 tl11.>re" 1tl1. 

I for lien:1n 111 n c n pl t1 cf 
exp111 C' 1us , irl m rt ..:JgP to 

of thP 111 ri!!:age and pn; other 

()ne ()I tlic folio" ing sliould bc> inserted in the blank left for the re-
pay111t nt sd1ed11k•: (a) "The sc bedule for rep-1) n1ent of principal. rate 
of intcrl-..t, .1n<l \\here, ,,·hLn, and to ,vhon1 tliL' pa~ments arc> to he made 
shall hL• exacth tl1t saint• in the n1ortg.igc as pnn ided for abo, e under 
this contract", b) · 'I lie priuc1pal s11n1 sh,dl hL"' repaid in the arnount of 
$ a1111u,dh ( or serni-,innuall), quarterly. rnonthlv. or other
\\'ise, ,1s ,p1 cif 1ed) "ith interest on the unp.iid b;tlance at tl1t• rate of 

Jh rL e11t. ,lt , on the d.1y of eacl1 _ to the 
sell<'r", ur ( c) ot ht>r spccil t<' pro, isions pa ttcmf'd af tt r either a or 
( h) tu nH·ct tl,e de..,ire, of tlte t,,·o p,1rties. 

Cxi,'li11{.!. .'lurtga{!.(. So1111· rcfcn nee ,,as 111, de to t'XF,ting mortgage. 
nn the propert) in t•1~ht1'cn of the cPnh,1ct,. rhe an..1h sis of provisions 
rt ,garding L'\Jstine; n1ortg;,1gL's 1n.1y ht' s11n1n1arized briC'fh ,1, follo\\ s: 
5ornc bl.inks- in standard pro, i"1nns ,, l're not co1npll'tcd, lc:-n 1ng ,on1e 
cLH.ht ,ls tn intl'rpn·t.1tion: fin,1nci.il arr.1ngen1Lnh in t"'x1stu1g n1ortg.1ges 
\\'L re 11s11,dly n'st.1terl Lri1,fly in the contract. hut fn:<p1cntly did Ol)t 

co, er ,1dc<p1,1tel~ tht• ,1n1uu11l of th, unp.tid b.1Iancc. rL p.t, n1cnt ,chPcl-
11lc, rat<' of inttrest. or length of tcn11. ,, IH) ,,,1s rt'spo1h1ule f ,r pa}ing 
off the 1nortg.tgt· \\'.Is clt•arly shu" n. and the 0101 tg.1e;rt ".i, 11sualh 
na1necl. 

A. pro, 1~inn slio11 Id he inch1d1'd in e, erv eon tract "here .in cxi,tine; 
n1ortgagc on the prnp1•rty rt•n1ain, unpaid. The provi,ion should shu"· 
( l) the face \':l luc.· nf tlit' 111ortga g<'. ( :2) ti 1c unpaid ha lance, ( 3) the re
pa yml'nt schedule, ( -t) the inlt'rt''>t r.1te. ( 5) ,, ht•thcr the sellC'r or tl1e 
buyer is to <·01nplctt• tl1c p,l)'llH'nh ,111tl nth< n\ ise fulfill tl1t.' 1nortgn!:!;e. 
( H) to \\'ho111 ,tnd \\'ht'rt' pa, nH nts ,UL' to he made, ( 7) ,vho is the rnort
g.1gcl', .111d ( S) if tht• ,t lle1 is responsible for rcpa) ing tht· n1ortg.1~e. a 
s!att llll nl th,1t tl,c• 11npaid h.1L1t1tt· on the n1ortgage "111 not hf' per-

111ittl'd to ht' 1nc111• at any tinll' thi111 th<' unpaid ha lance on the l.1nd con
tr.1ct. \ pro, ,,ion sinul,11 tn llit• tollo\\ ing 1nic;lit \\'l'll he used. 

F~ 1~ 11'\'C \l()HTCACE J h(' sellt 1 .1~1t·t•, to t·,,1nplt>tl' p:n lllL'IJts 011 
,Ill l \.1,t1111.; llllJI tg.1gt· 1111 th,• p111pt'l I\' h1•ld 1)\ I .i. t. <.:t 

,.1lul' of$ .111d 111 111,(',lld l,,d.111lt' 111 s 111 th1 a11101111t of 
$ .1111111,dl; ( n1 ,,·1111 ,1111111,1lh. qu.u It I h 111,111thh. 01 ,ti, n, ,t' • 

• is spt•t d1t>d \\ 1th 111t1 11·,t tlll ll1t• 1111p.i1d Ii d.11t, <' ,1t tlw 1.1te , f __ _ 
per l'l 11t, p,1, 111t 11h lo 1,c 111.it\1· 1•11 th,· d,t\ nl t'.t<.:h to 

.it , s,11d n1ort(! 1g<' 1, ll'< ,>nkd 111 
< '01111ty. Book , pagl' , ,111d thl' ,t·lll'1 nlsu ,1grL•es tu kl'ep 
the 1111paid h.t!.11H l' 011 s,ud 1110111.!;a~e sn1.tllt'r in total a1nou11t th.111 the 
1111p,1icl hal,1nce on this n>ntr,lL·t. 
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tlu ntr t 

pr htJ I th t tlli.: 

I ' rt 
If 1t 1 gTLt th •) er "111 assumt tJ1e cx:1,bng 1nortg gc..:, the 

hr t p rt f th pr might b 1 111 as f ollo" i1 c bu er , rre 
to tr t .i The last I 1u of tl h t 1 1 

!!:T ti < if tht pro\ 1,1 n , 11 1 not h n t th J 
( \ltl10 ,~I th p rp t f tJ e loan "n n t 1hs 

lut nt l ntr.i t nt 1n d .i pn \ 1s1c 11 tJ1at ,1 n1 rtgnge 
rn.l\ l d p n ti pr p rt"\ l \ th, ))pr n un ntl) \\ 1th th 

x t n I I I l ntru t h n .1rr..1n tri nt m , pr \ to bt.: 
f n,Hltrabl p rt. 1 1n tit futt r I all l <' u'i 1 t obtain n 

I 1r r 111 f r t 11 r ti , n the l u\ c r c uld makP 1s the d \\ n pa\ 
111 n r r n1 1 l t ll r ,, re r tmng and 11 c dt d .1 uh tantiol 
um t i 111 I '1 u1 t \\ n I I ould mbm th l \\ n 

pd,1n n ,, r ,tnd tl11 n1 rt, g Ii n t 1n Et tlu ne :l <)r if 
t l , tr ti t I o aid u p rt f I 1 :np1t ll 1n1 re ff tn t I) 
l \ 1 1n, l nt 1n IJ\ <..l k pupnH:nl 1n l current 

p r t I g n h, rn k111 1 I 1r r 1 ,11 p,1v-rn nt tht con 
rr 1 tr t J 111 111t l h 11 l t< l r 1, 1 1t I h for th e11rr 
In ti r 1 r rn <l t the 1nt, rt t 1f ti t p.,rbt ,, er • cl1 

q t h ft 11rdt I b, pn. p 1\'ln, nt pr" 1 100 th,· u c· >f pac;t p1 e 
pa m ut f r 1n ling Irr nt p.1\ ml nt on pnn 1p.1l f r ~ ,ing tla 
pn p I p 1, me nt 1n f r p f nlun. <l1111n~ the < nrl) ) 1r-. f the 

t ..111 l .in l t1 n of tl hu) rt a<; u1n1.: the nu r1 gt1gt and 111 

111 p nm nt ind r thr (t nlr I t , t \ l11cli t1m1 ti£ ll r "' uld 
gl\ tt l u er d l t tlit prop rt, 

In n~ 1 ) 1 t tu <j < p 1 ti ir huuld be t.,kL n to ,;.if<> 1 uard 
la r p{ lt\, 1nt4. n ts of tl1t p,irt1 s Tl1t re I no magic 111 uch nn nr

rangt n nt \s a rnort , 1';,.'.or thC' <. 11 r "' uld hf' pc rc;onalh lt.ihl, to 
r( J ..i th a1nount l orr \' c I "hPth r or n l the: bu,, r .1-.s1 1n I tl1L 
1n rtg , 111 If th<' I, nn 1s ,, ell\\ 1tl1111 th , Jiu<' of tl1c laucl thic; hahility 
should Laus< l1ttl cor1 l n1 \vherc ll1<' rllf'r n1.iv cornp1 I the 1nortgagt e 
tn pro , <l dire c th ,tg unst the land I It 1nny not Jiu, l" ucli ,1 nght in 
I ,, a 11-

TI <.> repa, 1111 11t < h, dult ~ for ti 1· 1nurtg.1g1 and the· < u11t racl .1r1 of 

111(/ I "bra\ v Sm 11 18 lo,, I I 108N \\ _}7 l lfi 
l 2 <it I r dh O II m..., E 1 u11rGA<. 1.~s 258 p 71 ~ Hl5 l Cf ~thll, 

\1 p, ~l- low1 1/Jl 2AI N \\' 838 1932 
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111,qor irnpo, I int,. 'fill rnortg,H!t k,all \\ Id hn\ l to he repaid and the 
,1n1111,tl u,,tl,le IIH ,1n1e nf the .st•ller ,, 011ld then.•h) he rc>cl11ce<l. It ,vould 
set 111 in.1rh J'i.1hl1 to inC'rC'd'iP !ht n pn) 1nent , lu d11lc of the bu, er ~o 

n1t·1 I tl11 1n1H tgagc> p.i) 1n1•11ts in addit1011 to Ills re~ular contract p.n -
rrH nts t'\( 1·pl in th<' n1ost 11nu\11:1I circ urn,tnnres \ pro, bion placing the 
1<',pflri'i1hilitv f 01 1t P·•: rnc·nt of thl' ,nnrtg t{!c> < n th1' c;pller mi~ht read 
,t'i f ollcl\\''-: 

< ( > \; l l H H I :"\ I \ I ( I H I ( , \ < , I · I t 1, l II rt Ii 1 1 r 1 1 I t l t urr it h 
\\1th thl' \llllllr 11 f 1111~ 1 '1 ll fllt tl t r lltt 11, 1\ 1 I 1t f11 t 111 rt' ... 
111 ti,, 1111 1u11t ii <:; 1,., 1111 ... t ,,11 I l r I c rt\ 1 tl , 1 t nil" 

Jl1l p1111l,1 1,1l:1nd11tlt1 t I n,n,rt 11 II tl rl n 
d1t1J11 rf ,1 I 1111 rtg.1._ 11, t, I, p11d 111 ell I t I ti II r lll t 
.ind 1111til s11th t1 c· 1, st1I h11\L 1,,1111, ,1111 tt, I I\ thl tlt1 
n 11111 1•1 111 ,, t 't c· 1nclt ht, Ir,,, 1 hl 1111p 1d I 11d 111 ,rt'.! l e 
Ii.di Ill \t I 1'\t (td \() J)PI l t 11t ol tlit u11p, cl I I 11 thf I tr I t 

\,·tl 'Iott 1ngc Sornt· It 11 It 11ct \\,1' 111,HlP to the pos,;ihilit\' of plac
ing n Ill" 1111Htgng, nu tl11· p1opt rh in n111t tct n nf the tontr.1 t, Tl '-f' 

pr1111h :;I 111d 011t in ll11· .111,1h ..,,.., of tl11 Tit'\\ n1nrtgag< pn)\ 1<.1,111, I 
<>ul_, .1 ft"" II, rs 11 sCl\td 'JHvtfic. 1lh th<• ngltt to pl,1(<' n n ,, 111 rt 
~.1g1• 011 till' prop1 rt, ,1lth1111gl1 rt \\ c,11ld s1•<:n1 that .di selltrs hf'ld a 
nHlllf!:,tg;nl,le 111lt·11·,t in tli, 1 n11l1,1l t. 1 ,t ft\\ contracts 11ro, 1ded th,1t 
,, l1t•11 ,·1th, r l)IJ\ 1•r or st•l11 r 1,lll, ,ht,1111 ,1 1n11rtg,H.';t t'<p1nl lt1 the unprud 
li.tl.111< 1· tl11· (n11t1,1el c.111 ht: p.11d nff .u1d .1d11 d givt n to the hu,er 
"lii<"lt p10, i"1111, \\t•rt· ,i111il,1r to tlt1· rno1l~,1g1• tnr u11p.1id-b.d.u11.:i: pro

, i,io11s, t'\c1 pl tit., 111u1 tg.1~1 t' ,,,1., to hr a tl11nl p.1rt::, 1-.1th1•r th,Hl the 
,t•llt r 1) ti 1 .un1111nt 111 th1• r11111tg.1g1 s<'<'llH'd to ht· J1,ft to thL part,· 
,, l10 Ii, Id lht nption n1 1t co,ild lit• tht' 111.1-;i111111n that ,, ,1, oht.unnhlt; 

I the pHn is,,11,., 11,11,ilh sp1•cili1•d tlt.1t fin.tnci.d .1nangl'11H nh 111 thl' 
IIH11 lgi1gP co11ltl lit• 11<1 n1or1 011Prc111s th,ui those 111 thi-; cont1.1cl .. ind that 
tl1r• pt•rslln ,,·011ld r1•p.1,· tl11· 1nn1 lg,n.(1' ,, hn hl11C'lih fro1n it; "5 1nost ol 
thr>,1• cr,ntr 1cls pro, id,·d th.tt ti,,· 1111p,11d h,il.inct• on tht• 111111t\.'.:.1~1! co11l<l 
111·,·t·r < \l'< l'd 1111• 1111p 1id h.il,111<·t' nn th,, C'lllllt.tl'I' .1nd (6) \\IH) ,, 1, ll) 

h<• tl11· 11101tg,1g1·, and\\ lio \,,1, ltl p,n• th1• l'nst of tht• 11H1rtg.1gc> \\ 1 re 
,<,ldt1111111di1-.tl<'<I. 

\ pro, is1on ,111tliorr.1.ing lltl' 11,1• of thl' I.ind snit! on l't1ntr,1t t n, the 
h,1si, of f 11l11n· ( n•dit for erlh<·r p,1rtv or hotli 1-; .1 pos,ibilit) \\"Orth 
'><'I io11s < 011\ld1•1 at inn. S11ch ,1 prn\'ision 1n,1y .1ppn•c·1ahh· incrt'<l't' !ht' 

f h·:-.ihilit, ol !ht' laud l'n11tr.1ct in n1t•t•ti11g thl' futun· credit need~ of tht' 
p,ntiL'' 1-'n, tl1t• st'llt-r. tlH· ,1rra11gl·1nt•11t dt•,in·d ,._ nnt pt nnittin~ hun tn 
llht.1111 .1 111,111 ,1·L·11rt'd dir1't th h\' the land. For thf' buyer ,, hat i, ,nost 
rH'l't''i,,ll \' j,_ ,111 .irrange1111 nt that ,viii cn,1hl1· hi111 tl1 oht.1in l'rcdit h.1,cd 
1111 l11, 1nt,•n·,t in tl11· l.11111. 

'1'11t• s1· l1 1•r \\ 110 has <'n1ha1 kcd ,1n ,I ,·untract ,;ale lllil\ find it l'\trl'TllL'l\' 

ddfic11lt to 1t·alizt• ca,h 1111 Ji,.., in\1",l1111·11! ii l.1tLr ,11lh ,l JH'l'd .i11sc, 
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If he can fintl a bu~ er for hi,; con trac t, the discount demanded is usually 
high .. \ lender accept1n'.:!: a 111 rtgage from the seller w ould normally be 
:-.nhjcct to tl1e right of the on tract purchaser in the land. A contract 
-.ellcr has a rnortga5ahk int rest, hut essen tially his interest is a claim 
for purchase n1oney ~ecnred by a summarily enforceable lien . H o\vever, 
if tl1e land contract hu) er can be persuaded to subjugate his interest to 
a later mortgage placed on the land by the seller, it should be an easy 
1natter for the seller to borr "' against the land. Such an arrangement 
should be approached "1lli caution by b uyer and consented to only if 
the seller's nght to 1nortgage is reasonably limited and if the buyer is 
assured that the 1nortgage ,vill be d ischarged at or before the final 
p,l\'Inent due on the contract. The buyer should also insist upon safe
g11ards against the s1•llcr allo,ving the mortgage to b ecome in d efault, 
such as; tl,e right to n1ake payments on the mortgage and credit them 
,t!!;ainst thP 11npaid purchase price. 

The buyer's prohle1n in securing credit based on his interest in the 
t1nd is rnuch likl' tliat of the seller. Theoretically, the buyer is the 
ec1111tahh o,,·ner nf the Janel and should therefore have the right to 
n1ortgag:e it Tlie jeopardy of his losing all rights in the land through a 
fo rfeiture efflcti\ t>l!· curtails his utilizing the land as a sectrrity. This 
is particularly true in lo,\ a "·here it has b een held that a seller has no 
ohl,gation to give notice of forfeihtre to a k.no,vn mortgagee of the 
bu! ei. 113 Shnrt of obtaining an om1ss1on of the forfeiture right, it would 
s1 1•111 the nH>sl tl1e h11ver could do in the contract, to enhance the at
tr.tctn l n('ss of his interest a<; security, \\'Ould b e to specify his right to 
111nrtgagc: bis in terest and to exact from the seller a promise to give 
reasondble notice of fo rfeih1rc to any mortgagee of whom he is in
fon11,•cl ln tl11 h11\11 

RE\l t DIES 

'I l1L -..11li11•1·t of rt 111<'dit><; is the arC'a of land contract la\v that has re
c-Ph\ d tlir- ~n•.1t, ,t .1ttenhon 1n tl 1e pa<; t.114 T his emphasis appears justi-

1 \ , \, l111h, \ IT 111\.., 202 lo\\a fi58, 210 '\ \\'. 753 ( 1826). 
1 "' l Bill 111t111c, 1-orfe,turl for Hrcadi of ( 011/rart, ,5 :\hnn. I. He\ 32!) ( 1921 ) ; 

c I ,k & J:1 l,,11d, lnsta/1,n, nt /,and Contrart,· 111 South Dakota, Part 11 , 7 S.D. L. 
n 11 l'lb2 ( nrh111 / It, H.1..:,ht of a 1),j1111lt111~ \ 'rndr I to th, Rc1lltution of 
Int /111 rt /',rd 10 \,d,· LJ IOI:) (]D31); Dobon. A Com parison of Land Con-
tr I 1111</ ()t/1, r s, c 11rrt11 n( t ,r, ~ 111 ke11t11,,k11. -52 U. Cmc. L. Re v 435 ( 1963) 
I> I 1 .x /..11 /J,111111,.:. l-an11, 011 /,11tal/111, nt l.a11d C,111t ra1 t1. 1960 \\'h. L. Re \. 383 

I I l 1nc l k [11,ta/1111, nt Cr111trw I\ for tlrr I'11ri lw~e of I.and in X cl raska, 
~ '\ L, l H, \ ~5.l l C).'j<J l: Henson, Jn,ta//me11t I.and Contracts ,n ll/inoi1: A 

"" t, d \1 I rtJm Ir to I rf, 1t111c."· 7 DP Paul L Rev. 1 ( Hl57 ); Hetland. 1'he 
C I f, n I I , l r 11tr ,ct, -!t-i C,il1J L. HL,. 72<.J ( HJGIJ): Hine,, [ orf<1t11 n of lnstall-
11i1 r1t Lr, 1d (\ rltrll( ts 12 Kan. L Rl'\. -175 ( 1964 ), Ho\\'e, For-fc1t11rc., ill Land 
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fit'd on th(• groun<l th,1t but for the expL•d1tious remedy of forfeiture the 
land <'nntract \\'ould he no diffcrc>nt th n a mortgagf'. Ho,\'ever. it might 
he' ob-;cr, ed tl1dt the concentration on remedies has generally resulted 
in a nLglec-t of tho,;e a'>pects of tht contract that in large part <letermint' 
,vhethcr or not a clf'f.iult "ill occur-the m,1tters clbcussed in the pre
ceding sections on Financial .\rr,tngements .1nd General Contract Pro-

~ 

v1<;1ons. 
lT pnn hr each of a land contracl the in1urcd party hac; a bountiful 

rnl'nn of I en1c<l1cs for repairing his damage. The seller's remedies are 
by Lu n1ore attractive than the buyers, hut the buyers remedies are 
u<,ualh aclequate to protect his interest. The seller has hvo remedies. 
~orfe1ture and foreclosure. tl1at are not a,·ailable to the buver. Both , 

parlies can avail thcn1seh ls of actions for rec;cission. specific perform
ance, and dan1a~es. If the seller's n·n1cdies on the contract are to be 
completely cffccth c l provision accelerating the buyer's duty to make 
pay111ents n1ay he necessary. 

Fo,jcit II re 

\ vailabilitv of the ren1cch of forfeihue is the feah1rt• that gi\'es the . ~ 

land c-ontrac:t ,ts distinctive atb·1butes. In this context forfeiture means 
the right to tenninatc- tltc contract and extinguish the buyer's interest 
in the land by a s1unmary non-judicial procedure Forfeiture is more 
or less of the natur1 of .1 pri\ ate strict foreclosure of the seller's security 
interl sl in the lanll sold on contract. 

In Io"·a, the proce<lurl' for ('ffccting forfeihire has been prescrihed 
by stah1tC' Forfeiture ,vill be permitted only if the contract is ,vithin 
the pur,i<'\\' of the statthf', and then onh if the stah1tory prncedure ic; 
st net h· follo\\ t•tl. (':en era lh·, in ortler to enforce cl forfeihlfe in Io" a it is . . 
nc'ce~sary that ( 1 ) the contract cnntain a forfeiture provision. (2) the 
hn:cr is in dcfa,ilt on ,1 n1att'ri,tl ohligation, (3) the sel1er has not be
co111e estoppc·d fron1 enfon ing the forfc>ih1re right or ,-.·ai\'ed it. ( -4) 
the sel1l'r full~· eomplit•s "·ith the stah1tory forfeihue procedure, (5) 
tltt• huv<'r <lnes not correct his breach "·ithin the alJotted tin1e, and (6) , 

a forf<'itur(' is not grossly inequitable under the circun1stnnccs 
Forfcit11rc I'ro1' i<,in11 \ 1'1'cssar11. If a forfeiturt~ po,ver is desired the 

C1>11tmr·t~, in C111111 :-..1 T11r-.;n, 1-.; S1 \lf Li.:c1-.r.AT10-.; l\:)5.'1-195-1, -117 ( 195-!); I :1,h
ku,,1tz, l a11rl 1'11rl'l1£J\C Contract~ in ;,.,ort/1 DoJ..,,111, 311 '\ 1) l. Rt.>\, 15') 1 J()fiO); l f'
,in. ,\l,1n1l,111d Rulc,,11 f'orfc1t111c U111/,.,. J,,111cl l11,tal/r,1t 111 Contract~ . ..\ ,;;;,, .... -!CJtld 
H form, q \Id I He, qg ( Pl.JS), Rudolph, l'lie l1111,dh111·11t I and C •r t II a 
)111111 r Su11rrt11, 5-1 \!1d1 l. R<'\. <J29 { llJ[iR\ , \',rn11t111,u1 ,\tr, t J'or, lo~11r,• ,.,, 
l.1111,l ( 0111,111 l\', 11 \fi1111 L. H1•\ ,312 l 19,30) l\11 the 111,.il pr,.d1 d nf th1• Tt').!i1 n,1} 
,ttllh ,e .. \l.11111. \ Co1111mrr1t11 ( S/111/11 nf I au s ncfali11!!_ /1) l ,•rt-f q 111 t1 r, 1111, r 
t1f l an I R/'(il I ,tat,• Hl tl11· \ 1rt/1 ( t ntrul H •11111 \ ~ F,p. St,l. l 111, vf \fn. Hull. 
!'-:,1 7S:2 l f,l) 
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importance of including a forfeiture provision in the contract cannot be 
O\'eremphas1Led. The Io,va court has made it abundantly clear that the 
forfeiture statute only spells out the procedure for exercising a remedy 
specifically reser\'C'd in the contract.us The statute does not create a 
right of forfeih1rc ,vlierl provision for such ,vas not made in the con
tract. Absent a spet ifi f orfeih.1re provision, the seller's only recourse 
against the L1nd in case of default by the buyer is an action to fore
close tliC' contract .is a n1ortgage. ll6 

:'.\inet) per cent of tl1e contr·acts e'\'.amined contained forfeiture pro
,·isions. ~f ost of the contracts that did not provide for forfeiture ,vere 
bet"·cTn rel.ited parties. and the inference \\'as that the provision ,vas 
delihcr,1tch nn1ittecl . 

.\hout 10 per cent of the contract provisions referred specifically to 
Chapter 656 of tbe lo"·a Code on Forfeiture of Real Estate Contracts. 
r.Ion• frecp1cntly the contract provision referred generally to Io,va law 
or the Ja,,·s or stah1tes of Io,va ,vithout mentioning a particular chapter. 
It" a-. usually pro\'ided that in case of default the seller may forfeit the 
contrctct in the manner pro,·1ded for in the statutes. 

A. time of tl1e essence clause ,vas associated ,vith the forfeiture pro
, ision in S7 per cent of the 134 contracts. Usually the pro,ision was tied 
to the meeting of specific payrnents such as those on principal, interest, 
taxes. and insurance. Other conditions included maintenance of the 
property in ~ood repair at all times and special provisions unique to 
tli<' part1cular contr,tct. Time ,-.·as stressed to emphasize the importance 
of n1<'eting ead1 rerp1irement punctually . 

.\. provision specifically making punctuality of performance an es
SPnti,11 n1atter under the contract is not necessary to the enforcement 
of a forfeitnre right. It is ,veil settled that even if the contract did not 
exprc<;~Jy make time of the essence. time may be made of the essence 
by a notice requiring performance within a reasonable time.117 The 
stah1tory tlurty-day notice procedure clearly ,vould seem to take care 
of th<' reasonable notice requirement 1n Io,va. 

R11yrr's Default. Only those defaults for ,vhich the contract prescribes 
forff'1ture a'> a rf'mcdy may be the basis of a forfeiture procedure. In 
rnost contracts, forfeiture is prescribed as a remedy for the failure of 
thf' b11\'er to perform "any or all covenants in the contract." Eighty
four per cent of the contracts examined contained this general pro
\'ision. Such a catchall clause removes any doubt about the scope of 
the forfeiture right. hut a question might be raised concerning the 

115 Sch\\ab , .. Roherts ~20 Io"a 958. 263 1\J.\\'. 19 ( 1CJ3.5). 
116 I \\:l C, <l<' • 6.5-1 l l- 12, G!"iR.l ( 1962) 
lli :,.tintle \. S)hP~tlr. 202 Io,\a 1128, 211 N \\. 367 ( 1926). 

rs 11 



--------------------------------------------"!"• 

Jtl',t1f 1tat1r n t f rn 1k111~ , , t.:r\ hrc.1cl1 
tcit11re. 

bt < ontr,u:t I ground for for 

l11 tlil cnnt1 llh ,1 nun1hrr c,J d, f I dts \\ere rnentiontd pcc1ficall) 
in rt I t11,11 to forf 1tu1 I lie dl L111lts spccifitalh ment1011cd 1ncl11de 
1h1 follo,,1ng: 

I l I I ll t J 1n..iJ....1.: p ') 11n nt on 
.1 Pn11 1pal 511n1 

I lntuC''il 
l 1 lXt 'i 

rl s, 1 1I .iss, <; int nts 
]11 lf,lll 

0 J.1l1tt 
\ I k Ill I d d 

l, \l11t11 r Ill l I b:i.n 
( l 11 rt I l I ll I( l I l,u 

I lilt I Ul I I I ( t 
lt I fll l t I ti I 

I l 
l I l I I I 

I 1 I 

l I 

I I l d 
l I t I 

( 

Iii I (I I r 
r 

I l 

I 

1 l 

I t 

I I JJI I r \\ a,, r C, n-.1dt.nug !ht. lo" 1 (< irt' fn 11 nt 
10n f 1h d1 I t< f I f, rf, 1t11r, 1t is u t urpn 1ng tl1 ,t Hl 

I r 

c. , 1 I' r., t n ct I f 11n I 
f ·1t11rt n,.;l1t or tl1 t tli , 111 r 1 

t l t p h11n fr rn un kin ' . f r 
1 1n tun .ud l I , l l 1 

f f 1t IIl t ht 
C) 1 1 11 I , , ll1 r I topp le d r I Ir 

11 II p l ID t I rf l ti ntr1 t l11n 
I d II ) \ g11 I t1tlt l tl pr< P 

,, Tl l 1 d l 1111 t If fr n1 p rf onn111 , 
I I r t n l I , I , I n ti , r p r n • In n 

f rf 1h I } 

If TI I n1 

<r n 

11 
I I l 

I 



,L ,t lit r \\ ho con\ l'yed the land to a third party <luring the thirty-day 
11otil'L' period pre. c·lud d his prrform,tnce of the contract and there
fore ,,.•as barred f ro111 clt cl.l ring a forfeiture. 121 In another case a seller 
\\ l,osc \vifc di<l not 10111 the contract \\'as estoppecl from enforcing 
a forft,iture pnn 1s1on ln l 1s subsequent act of deeding an undivided 
onc-thi1 d inten.'st 111 the I .nd to his ,vife in anticipation of her dower 
intrn•st. 122 

~lure lrc1111L'lltly .1 ,,,11,er of the forfeiture right is found from the 
co11d11ct of a SL' lll'r 111 I 1 <ll'alings ,vith the buyer. \'' here a "aiver is 
to11nd it is 11,11ally prernisC'<l on a finding of numerous or substantial 
cl1a11ges in the pattern of p erformance acquiesced in by the seller.123 

E.11 ly lo\\\ l L,l',t'" ,, t·n· , cry <p1ick to find ,vaivers.124 In one older case 
.i I 1nd1u!.!; nf "al\ 1•r \\ a'> predicated on the fact that Lhe seller did not 
i111111t di.tti·h decl.ire a forfeiture on tlefault. 125 The n1ore recent cases , 

li.i, l' gt•11t·rally involved situations "l1ere the seller excused one default 
1 ,r ,, a i, t d ,1 certain kind ot <l<·fau lt, but '"as held not to ,vaive for
I ('ilt1n· penuanently.126 

1 hirt; of tlit• 1.S--1 contr,lcts contained a provision to protect the seller 
<l~aiu-,t ,t di1ninution of his rights by a ,vai,er of some default. The 
pto, i-.ions ,, liich declare that any such \\'a1vcr shall not become per
n1.11H nl arl of t\, o general t)11c, . ( 1 ) Provisions ,vhich declare that 
.tll\' t•·dt·rhion of tnne or otht·1 ,vai, er shall not affect the right of the 
'-t'llt r '>11h..,<'q11L1ntly to re<p1ire prompt compliance ,vith any provision 
111 tlte contr,tct, and ( :2) provisions ,vhich state that any delay or fail
ur1• to I ntorc" or to declare forfeiture shall not affect the seller's rights 
1tlldC'r t !1t cnntr,tcl. 'rhese l\\'O types of pro, isions ,vere in about equal 
111unh1 '" arnoug the contracts that contained \Vaiver provisions. The 
p11tl('ipl(' bt·nefit of such pro\·isions is educational and not legal. It is 
dou h tlul th.1t <l nou-,,·ah er pro\ ision does anything more than restate 
tl 11 • hn,· hut such restaten1ent h,ts the effect of aler ting the parties to 
tl,,· <.itn,1lio11 in n·-,pect to ,YaiYers. 

Pro, d11u \ forf<'ilure 1na~· be obtained in Io,va only through care
t II I oh,, n anc e of tl 1e procedure set out in Chapter 6.56 of the lo\va 
C'i d, . l t j.., "ell settled that forfeiture sec.:ured ,.,·ithout compliance 

l.!1 \ux1tr, '1.1\lor 102 IO\\,t 67.3, 72 >\'.\\. 21 I ( 18')7 ). 
1'.!2 \le\\ liuttr ,. C:r.1wford, 104 Io,Ll 550, 73 l\ \\. 1021 ( 18~8) . 
123 \I 1r,h11l ,. Pr tt Hl5 Iowa 741. 18:'i \/.\\'. 5 (1921) (uo obligation to change 

Ill 11, thod of p I\ ment) 
12-1 Blair,. Blair. 18 Io,,a 393 ( 1878) ( oral waiver sufficient). 
l2.i CJ11 •l1111 ,. Ktrr, 9910,,.1 214, 68 N.\\'. 694 ( 1896). 
12.: Ca~~1d,n , .• \Jamson, :!08 lowa 417, 224 "J \\'. 508 ( 1929 ), \Yesterman v. 

H 1d 20J lo\\a 1270, ~12 :--:.\\'. 134 (1927); J ,tTlC";, To\lnL'. 201 lo\\a 690. 207 
~ \\ 71)0 ( 1926) 
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\,·ith the ~tatutory notice procedure \\ 111 not effectively terminate the 
h11ver's inti rc-.t in tlu• land. 127 

-
The sell('r\ notice procedure under Chapter 656 is relatively straight-

for,vanl. \ll that i-; re<1uired is that tlie seller serve a \\'ritten notice on 
the huyer or his successor in interest and on the party in possession of 
the propt>rty. Tl1is notice must reasonablv identifv the contract and ac
curatc•lv deslriht> the rt'al 1.-'statc. It n111st specify the tern1s ancl condi
tions in dt'f Ludt and shall notify the part, served that unless ,vi thin 
thirty days the default is corrected and the cost<; of serving the notice 
paid. the contract ,vill stand forfeited . This notice must he sen·ed in 
the n1anner prescribed fo1 the sl'rvice of origincd notice in a ci, ii suit. 
,vhich n1ean'i g<'nerdll~· that if the partv to he sen·t'd n1ay be found in 
lo,vct he must receive personal service. If personal serY1ce cannot be 
had in To,va. s<'n·ice by pu hlicdtion plus mailed notice to the partv's 
last kno\,·n Ltddress ,, ill s11ffice. 128 

Tt should be noted that tlie initial sen·ice of notice is a non-judicial, 
unrecorded act. If the purchaser fai)c; to correct the default, ho,,·e\'er, 
tlte notice of f orfeit11re and the proof of scn·ice are usuallv recorded 
to get e, idence of the co111pletc<l forfeiture into the chain of title to 
the property. The stat,ite pro, ides that a duh· recorded cop, of the 
notice togcthC'r ,vith the proof of service shall he constr11cti\'c notice 
to all parties of the due forfeih1r~ of the contract. 129 

Of the 15-1 contract-.. -t2 per cent provided for the giving of a notice 
of dc·fanlt. and (Inly 29.9 per cent specified the length of the notice 
pl'riocl. The length of notice specific d ,,·as usually thirty days. The 
n1ost char,ll tl'ristie f ca hires of thC' notice-of-default pro\'isions ,,·ere 
their diversity and difficulty of interpretation Se, era! contracts pro
vided tl1at in cast of clt'fault on an\' of tlie cnu1nerated agreements, , 
the con tTact sha 11 he , 01d and of no effect and c;hall cease ancl determine 
at once and hccon1e forfeited, ,vithout anv declaration of forfeihtre. 
rc-c,ntn· or ,u1v act of the sellC'r Some of these contracts called for , . 
"in11ncdialc' possession" in case of dcfaull. ()thers provided tor for-
fc•ittire ,, ithout notice at sixtv davs after default. Some such contracts 
contained a further pro,·ision that if the bu~·er ,vas in possession of 
the propertv ht" ,votild peaccfnlly re1no\'e, or in default thereof. he may 

127 fn,,n C:odt U RSR.1-.G (Hl62)· \\'e,tercamp v '>mith 2-19 ln\\J 705 31 N \\' 2d 
317 (HJ•IH); Ilolma11 v. \\',tl1rn.:r. 221low.11318 268 '\ \\, 16S (1930); Lake v. 
Bern,td11, 21.5 lu\\;1 777. 21G '\ \\ 7CJO ( 1933); \\'atu,, l't 1rson, 163 I 1\\,1 391, 
1-14 :'\,\\. 1{)26 ( Hll 1 ); Nobn, l olcv, 111 lo,,a 671, 120 N.\\'. 310 \ 1909); Codv 
v. \\ dbe, 130 Jov.:i 139, 106 N.\\'. 510 ( 1906 ); Thompso11 v. Colby. 127 lo,\a 234. 
I 03 ;'\'.. \ \ . I 17 ( 190 5 ) . 

128 low.1 Cc cit· I fJili 3 ( JClfl2), lo", H 01 CJ\ I'. • SU 60, 60 I 1962 . 
129 l0,1 ,1 Cod(' § GSR , I 1962 ). 
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be treated as a tC'n,1nt holding O\'Cr unla,vfully after the e:'l.piration of 
,1. lease and nu1., be> u(,t l and rerno, cd as such. A , aria ti on of the 
sixty-day nt tice idla ".t that if payment rl:rnained due and unpaid 
for sixty d,n s aftc>r ,natur , , tl1e agreement may be considered simply 
,1 lea~e for the u~( t f tl premises that the ~cller may terminate by 
gh ing a tPn-cl,n· \\ dtten notice. Such provisions ,vould seem to indi
cate that the part' " b, '1 , <'cl that they had contracted around the 
thirty-da~· statutory noti provision. Obviously thP.y had not.130 

:\n occ,1sional contr~ provided that the grace period follo,ving 
notile of default sh,111 he sixty days. ninety days. six months, or eight 
months. One snch provision read as follo,vs: 

" ... 1t is 1nut1111ly .1greed th,1t ,l period ol eight S 1 1nonths shall l1e sub
stituted in the pl.lee ant! stead of the 'tlurt) 30 d 1, s· ,1ftf'r thf' completed 
service of the n1Jtice ,1s pro, idPd in f'haptcr (i.')f-l of tliP 191 t C,iclc of Jo\\·a, 
before the contr,1ct ,,·111 stand forfeitt.>d anrl c.111celled" 

\ contract that provided for the giving of a ninety-day notice con
tained these \\'Ords also " ... and at the end of the crop year follo\ving 
the timf' "·hen said ninetv davs notice is givPn to the buvers thev ,vill 

,I' ~ ' , , 

peac<"ahl:' vacate the premises . . ." Provisions sirnilar to these hvo are 
not common, hut they sho"· that some sellers and buyers agree on 
pro\·isions more lenil•nt than the minimum protection afforded by the 
statute. 

It \\'ould appear that the parties may effectively substitute any length 
of notice period they desire for the th1rtv days guaranteed in Chapter 
6.56, so long as the contract notice period is not less than thirty days. 
Apparently. if a longer notice period is agreed upon in the contract, 
the seller not only must complv v,·ith the service requirements of the 
stah1te bnt in addition he muc;t observe the terms of the contract re
garding the length of the notice period. This result seems consistent 
\\ith the notion that the statute simplv specifies the minimum proce
dural guarantees for the enforcement of a right arising from the con
tract As "·ill he dPmonstrated in the succeeding section. it ,vould 
sC'cm that in many cases the parties should consider extending the 
minimal grace pPriod afforded by the statute. 

The casec; litigatecl in l o\va involving the statutory notice procedure 
center around the prohlem of \Vho should be served. In some instances 
there v·as no sho,ving in the notice of proof of service that the party 
in possession had been served.131 Presuma hly the buyer or his successor 

130 Cf. \Vilson v Piper, 234 Iowa 456. 12 N.\1/.2d 826 ( 1944). 
131 Fulton v Chase, 240 Iowa 771 37 N.W.2d 920 ( 1949); Eastman v. DeFrees, 

235 Iow,1 488, 17 N.\V 2d 104 ( 1945) (scning operator not in physical possession 
is sufficient). 
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i11 i11tt n sl \\ ill lit• the part} 111 pr , -.,on, but t111, need not be the 
case. lf tl1t• bu), r 1s tht p,11 l\ ,n po ,,ion. tlus f.1ct should bC' shO\\-O 

in the' nottct' anJ proof ol sc, vice. 
'fltL' intt rp1c l.it1on to lil" pl.teed on ",1,ucce,,01 111 interc,1,t"13~ has bten 

,lt i-.s11t 111 't \ t r.d t-.1,e,. Ht>l:-, 111~ on the <lt c1s1cn1s, it \\ ould :--ccn1 ac
u11,1tt lei s,1\ 11ottlt' lllt d be s1:n Lei onlv on assignee, or gr.1ntees of the 

- ,; - -
bu:-, er .1ud 011 tht' p,1rt:-, i11 pt>ssc,s1un . .\pparenth, t'\ en an 1ss1guee of 
tlw u111lr.i1.. t IILed llCJt he sen ed d the as..,1gu111cnt \\ .is for st cunt) 
clltl} 133 \ pt•tson holch11g .i Lh,tltt I 1nurlg,1ge lro1n tht· huyer <..lD the 
trtJps g11>\\ i11g 011 tht: l.nlll 1, not l'ntitlt d tu uotJce of forfeiture. 134 .-\ 

111t t li.1111<. ,1, lit n l l.1un.111t for 11np1 cl\ t Illl'rth n1:Hk h, tht: bu) 1:1 ha, no 
1 IL;ht to notiu· 11nd1 r tlrt• sLitutl'. 135 ·r1ie 111lhu.ilt do,,t.>r interest 1n tlie 
prop11l\" 111 Id h: tli1• IJ11:-,e1\ ,,ift' is not au 1nterc,t ,,hich entitle::. ht'r 
t< i nultl e ot torfl'ihue.136 

\n 1ntl're:-.l1ng Lluc::.tion 1~ 1-.1,,t d h) tht' ,1tu,1tion ,, here till' bu, er 1:,, 

SL'f\ L d a notice ol dl·l,111lt, hut ht• docs not belie\ c .1 default has oc
currl'd. J lo\\ should tl1P bin t t 1,1i-.t' the is-.ul' ot tht' ext,teucc of the 
dt,fa11lt:' ;\!11..,l lit ",til u11til tlte notice pL'riocl expi.te:-- and then defend 
an ,1ctio11 tn t, ict !tin1 b) .1ltL·111pting tu p10, t tl1e L1ck of c:.1u ... c for the 
fnrlt1l11tl."' Jt \\"111tld :-.ccn1 ,ts .1 practic,il n1.1tttr that the bu~<:r ... hould 
all i111111l d1all I) upon 1 <'Lt'tpl ,>I tl1t' 11ot1ce aud bring a dl'clar,1tory 
j11dg1nent ,lL t1011 l1 i dl'le n11111t' !lit' ,:...,1lt', ,,..,\...iug th{' court for ,1 tempo
r.ir: 1np111t:lio11 ,l),!,tiri...t the dt t l.11,111011 of lot fL•tt11n'. 

C:011c,ti11g J)1Ja11lh l 11dtr tltL' ,t.1tutL' the buyer in default Ill,1) 

le1111111,1tl' tht• 1oilt1l111<· ptolt l'diug ,,t ,111, tune ,vithin the thirtv-day 
pt·nud I>) pl rh,111111,e; tl11• lt•1111s ,111d l'Ondit1ons 1n <lef.1ult and p.i,ing 
tl1t• n·,1.,011.1hl1· L'c>..,t ol st ,·111g tlic not1Ct'. It the dct.ntlt is tnrrected in 
1111, l,1sl1i1 11. I 111' 1 igl,t 1)! l11rlt ,lure is t':-.linguishcd for the hrf',lL h upon 
\\ 111111 tl1<• 11ultte' \\,t, h.i,t·Ll. 

It tl,e lnn Ir is not ,lhlt, to n·nH·ch· the c.It,fault \\'ithin the duration 
of tlH· gr.1t1· pl'ncid, the sl'll1•r ,~ tlil'n l'lnpn,,t·red to dt•clare a forfeiturt. 
Forl1'1l111t 1 ... nol .111tC>1n,1liL· upon the l :\pu.1tiou of the grace period; 
ll1e· ,e•lle I n111~t 1nd11 .tit• !us i11ll'lllH1n to tenn111,1t1' the contr;1ct. In 1nost 
c.1,e·, 1111, ,1111ph 111< ,111, tli.11 tl1P sellt r should infonn tht' hu\'er that 
l1h intc'lt ..,l li.1, ht•e•11 lc1rl1•itcd .1nd that he· no longl'r hJs ,111\' rights 
1 inc k·r t lil' l ()Ill r.1< I or ,111\ inlt'J t'sl in tht• land. Recording the notice of ... 

I ' It)\\ .1 < <td, ~ (i~(i 2 ( I CJll.2 1 

I 3 \11lr11li,l ,. JI 11,k,, 2(1..: In\\ I b'lo 2lll :\ \\ 7~), Ill::(> 
IJ◄ l I ( 111111111 , . 11 ''" lt 207 l.i\\, l "i'i 222 :\ \\. i ll l l ')2.'i 
13 •<'/ ll1111l IJ.11d" 1 1, lo, lle·1zofl, J(lb]d\\,tt!S, l'l:1:'\.\\ ::!GI (1923) (Lien 

hnlcl, r 1t111•\ llulih \t tnlrn ). 
13b L:.1,[111.111 ,. Dd•ru•,, 23i lu\\.l l~S, 17 :--;,\\'.:;,ti 101 ( H)4'i). 
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rf 1l1 rC' incl pr iof s of '-l r\ ice i ,u1 ac. t clc,1rl~ sho\, in~ an intf'nt to 
c.1rn· tluouglt 1 tl fc>iture. 

Tht" clll·r \\ I 1 1p<'rh c•x< rcised his forfl'iturc right n1n, de-
111,HH.l that the h , it lhateh "11rre11d1 r po,sr~sion of th,~ prcnti'it: s. 
l f the bu~ c. r ref I c;c:11, r n1,1 \ con11nenc r a sunnnan .1ction for 
pos,t ,..,ion aftPr .., 1n ,1 three-d.1~· notice tn r:1uit the pre1n1 c .-,, It is 
\\ ell .,, ttlc d in l 1t the' land c.011tr.1ct l>t1' 1 r \\ lto ... e right<; ha, c 
ht•,·n forf<>1tcd h , to a forcihlC' detainer action for poc;s1 ssion of 
th.--. properl\ 137 11 f thP n1alt1. r is expedited fnlh. th, contract 
<'llc-r rnnv rf'posc;e<. ln, land ,, ithin -..ix "eeks .ift, r tlte 01 iginal de

fault on the c-ontract. 
In dhcu-,s1ng Chapte>r 656 tlie lO\\'a court one, obsen • cl "This is a 

m<:rc1ful pro\ ic;ion of our ,t.1tutc t xtcndinc: n littl<' grac1• to a part~• in 
default "ho 111a~ be ,t,1ggering undc•r the load of hi<; llnd,•rt::-tking."138 

l'he .tbilitY of thP a\ c>r:IgC' cont1 acl hnyer to rep,1ir his clef.tu It ,vi thin 
thirty d.i) s 1~ a <1ur,tion of ,on1c concern. It ,votilcl appe tr that in all 
~011 rnan) c--.t" s tlie quantit\ of grace t•xh.nded is tn,lv •'little" \Vhen 
tht• que..,tinn uf the lC'ngth of the· ~• ace p,~riod \\ as pnt to tht• ,;ellers ancl 
hu) l'r" in ten i<:\\ C'd, th<· bu, <'rs \\'C'rf' strongly of the opinion that the 
thirty-<la~ period \\'a<; not aclequatt>, antl the ,cllcr, \\ <'TC aho11t P\ en ly 
lh idt'cl on the i,sut•. 

The repl1( s of hu, f'r, to the que:-.tion on 1<lt>quacy of the lcngtl I of 
thP grac.e p«'nnd \\ ere a-. f ollo\\ s: t hirty-1•i ght reportC'cl t ha l the t hi rtv
<la \' notice "as satisfaclon, 115 ~.11cl no .111d one did not n·ply. n1on~ 
thi> reas1)ns <Ti, t'n for a s,1tisfactnr, a11S\\'1'r \\ L'rc: 'I"ht h,l\ l r \\'oulcl kno\\' 

~ , 

if a dt tault on pa) n1c-11ts ,, en' imminent and could makP nccessary ar-
rangen1ent,; if th<' h,n er conic] not rai~e the n1on1•v in thirl\' da\·s, he , , . 
prohably never could; and a thirty-day p<'rio<l is lo11g enough for all hut 
e,ceptic,nal cases. Of the ln1) < rs "·ho preferrccl a longer period. seven 
sugg<'sted si,t:· day.,, thirty preferred nin<·ty da) s, forty "anted six 
rnonths ancl thirl,•-si-..:: fa\'orcd one \'Car. The rf':::tson:-. for suggesting a . , 
longer grac<' perio<l n1ay he summarized as follo\'JS: Buyer n1ight need 
morE> tirnP to sell ]i\ cstock "itl1out sacrificing them at a lo,v price or 
before tl1l'}' are ready for 1narkct; not enough liinc to negotiate a Tif:\\' 

loan, such negotiati<in might take up to three' months· docs not give 
time enough to licp1idate; not f'nough time in case of crop failnrr.. disas
ter, or sickness; and not lung enongh time if pavmen ts occur at time 
of ,·ear ,vhen buver l1as little incomf'. , , 

137 ~<·<' Spani;kr ,. i\1isncr, 2.38 Iowa 600, 28 N.\\ .. 2d 5 ( 1947 ); Cas~1clay v. Adam
~on, 208 lowa -117, 224 N.\V. 508 (1929); Fowler,. Dickman, 192 Iowa 563, 185 
:->:.\V. 79 ( 1921) 

138\Vaters v. Pearson, Hl'3 Iowa 391,397,144 "-J.\V. 1026, 1029 (1914). 
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()n tl1t c1la:~tion ot ,, hethi.:r tlie thirt, day gruel' period ,,;as satis-
1.it tn1,, lif teL·n :-ello.:rs said that it "a.s, stxt<.'en stud that It ,vas not. and , 

l\\ o ll1d 11ot oft(: r .in <.'val11nt1on. Thl' n•~1.,ons snt;gested in support of 
tlil' th11ty-d:n gr:1te period ,verc: The buyer kno\\·s he is buying on a 
sn1,1ll 111,ugiu. th1rt, d.1,s is lout?; eno111!J1 to rai--e tl1e mone) if he can 
not r.11st• thl' p,t) 1111 nt in tbi, ty d,l) .s, he prohahl) cannot raise 1t 1t all; 
and tl1111, d,t) notic.:,· prt·Yent:, the bu, er fron1 taking advantage of the 
sellt r. ( >t tJ1ost• "ho tlio11glit that tliirl) da) s "a.s nnsatislactory, not 
one sug~t sled that 11 ".1-.. loo lnng. 'I lie n aclic Jh n1a, he -.u1nn1an.led 
a, lollo" s. 'J ht' l>tl\, r':, liog, 111.L) not be rc.idv to n1arket In tlnrt) <la,:>, 
1)111· n111,t he f.11r in casL ol lo,s of ll\ t stoc:k or crops; you should not 
L r o \\ d I I u' l Jt 1) L r; I h 11 t) d .1, s d O<' <; n n t g 1, t .i h u, L r a ch, 1n LL': and th t 
111 n1 ,, ho i, tr\ i11!! <;}io11ld lie ~i\ t ll n1on tin1l'. 

1111· seller, "l1,1 thougbt that thirt, da,-.. ,, .1, uns.1ti,factor, "ere 
.1.,kl'd to :-.11g~L ,t ,tll ,1pp1op1 i,1te I( ngth ul tu11c tor a ,.1tist,1t ton ~ract 
JH 1111d ·1111 11 s11~~t,t1011, "L'IL' a, lollo,, ,: \ ninetv-d,n ptriotl. fi\'e 
,,·lie 1 !'., ,1, 111u11tlis Ii\ e ,t 111 r~. 011t' , 1 ,11. four ,cllers, and [\\ o , 1 ar,. 
Olll' S(' llt>r. 

\ bout half of the ,t•llt•r, \\ tTL' ot the up111!L)ll th.it a grace pt'no<l longer 
th,111 Ll1irty d.i) s ,, 011ld l,l11se 111) inLre.1,e in the s.¼IL• pnct of the t. nn 
tl1t• a1111111nt of tht• do,, n p,1) 111t'nt, or the inlt rc:,t r,1tc. ()nh one of ten 
tl1011~ht ti, 1t .1 longer gr.let· pt•J ind 111ight reqill in an llll rt',l't in one 
01 .di of tht'St' factor\, rlH' others nHt n·d nn evaluation. 

\ l<lllgt·z g1,llL' pt 1iod \\,1,; proh1•d fron1 another ,u1gl1 -,,ht tht'r 1t 
\\ 011ld t.:.111,,· ft" t I sell1•1 s tu use .1 land contr.1ct. Eic;ht sellers thought 

~ 

tl1,1t 1t ,,<nild. tt n replied 1n tht• r1t•g.1ti,e. and fiftt'en oflerl'tl no Cllffi-

111e11l. 'l 111· 1•1ght '>t'llc1s ,, ho thP11~l1t tli.1t ,1 longt'r gr.Let"' penod \\'Ould 
c.111,1· sonlt' sf'lll'r:-. nl)l to use land contraLts :-.uggl'.stcd that if the graC'C 

~ ~ 

pt·riod ,, .is !or Dill') 1·.11, the buyer cnuld gt>l t\\ o year.s' incnnH.! before 
thl' st IIL I cPuld rcpP-.sl ,s tlit' t.un1, the buyl'r conk! ,, reek tht• f.1n11 in 
a longvr pt,riod .• ind thl' :-.t•llcr ,vould lose inconH• O\'L'r ,1 lon~cr penod 
of I 1nH'. 

Tl1c s1•l11 1, "l'll abu ask1 d. \\ ould it hL' s,1tisfactory to you as .1 sellt'r 
ii tlit' la,, ,, t·n· l'11.1ngcd :-.n that tht• gract' pt>nod incrc-:.ised a:-- the p.1 -
1111·11ts r1•ducl'd tl,l' 11np.11cl princ1p,1l of tht· contract? Cighh.'l'n nf the 
tl1i1 I) tl1n•t• "''llt·r, rt•pli<'d in tl1c alfinn.1t1vt·, st'\ t'n s,1id nn, SL'\ t'n did 
n11t T<'ph ,ind ont• -.,lid no dif fl'1 cnce 'fill reasons for the f.1,·nrahle fl"'· 

plic, ,, t'Il'. \\ ith .1 l1igl1c1 equitv tli1·1t· ,, nlild prohahl\' be no tlef.nilt,; 
it ,,•01dd gn < tl1t• h11,·1•1 .1 hctte1 l h.1nl't', ,1nd \\ ith tht' L1rgl'f cquit) it 
\\ <11ild nnt ht• '"right" tur th(' bu~ t'I to lt1s1• lhl' L1rnl. Those" hn rt•pla•d 
in lltl' ucg.1ti, t' ,,1ggt·,tcd tli.1t a lPll\!;l't grace pl'nocl ,, ould n1.1ke no 
diff1•rl'llCL' if tht' h1n er \\',ts iu lroulill', a lont!_<'r pt'IiC>ll cornphL':ttl·, thl' 
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matter; it can be pro,·id cl for in the contract if the parties so desire; 
and the la,v should ~tav a 1 is. , 

This iinportant n1attPr ",is in, cstigated from yet another viewpoint. 
Each buyer ,,·as a~kc<l " l ther he had ever made payment after the 
date that it \\'as <lue or othen,·ise defaulted in his contract. Although all 
of these contracts " ere It>~'> than five years old, thirteen of the buyers 
reported that they ,, l rC 1 te at least once in making a payment. One 
reported that he had otl 1,Yise defaulted but did not reveal the na
ture of the dt fault. In alJ instances of failure to make timely pavn1ents, 
the buyers \\·ere ablt.' to ,vork out an agreen1ent ,vith the sellers to make 
the pa:m('nt late. The delay ranged fron1 ten days up to one year, but 
the most fn.:<picnt delay ,vas for about three months. In several cases 
the buyer asked for n1orc time during ,vhich he could sell something 
( usu all;· livestock or crop~) to get the money. 

Tlie thirteen buyers ,vho made late payments \\'ere also asked ques
tions about ,vhether the sellers sen·ed notice of termination, whether 
any court action ,, as taken, and ,vhether the sellers treated then1 fairly. 
:-,.:o seller served a notice of ter1nination, or started cotut action-the 
agrcen1<.'nt about the late payment ,vas ,vorked out by the parties to 
their rnutu,11 satisfaction. 1'he buvers felt that the sellers \\ ere fair in • 
negotiating tlte late-payment agreements. 

The sellers like"·ise see1ned little concerned about failure of the buyer 
to n1ake payments on time. Six of the thirty-three sellers interviewed 
said that their buyers had defaulted on one or more payments-three 
of these reported late payments t\vo or more times. In no instance ,vas 
legal action of any kind taken. Arrangements ,vere worked out ,vith the 
buyers. Postponements ,vere agreed upon because of drought and to 
pt>rmit thC' buyer to sell his livestock. The sellers said that they generally 
\\·ere satisfied ,vith the arrangement. 

In summary, the inter\ ie\l,'S seemed to reveal a general dissatisfaction 
,vith the thirty-day period on the part of both the buyer and seller in 
many cases and a general indifference to,vard defaults. If neither party 
believes the minimum protection afforded by the statute is adequate 
to the situation of the particular contract and the seller is not greatly 
concerned about punctuality of performance, a lengthening of the 
gra<'e period in the contract \vould seem warranted. This is an adjust
ment that can be ,vritten into the contract forfeiture provision either as 
a fi.xed grace period or as a variable period that lengthens as the buyer's 
eq111ty increases. The latter arrangement would seem most likely to 
adec1uately safeguard full performance of the contract. 

Forfeiture Inequitable. Even though the seller carefully follows the 
statutory forfeiture procedure and the buyer does not make timely 
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\ 1 lei 111, .i lid 11 ,1 pd nth un 11,t fprf1 it rt on t p11t,t!1le princ1pl 139 

'-i11 h 11t,11lt \\011ld le lllll,1'ilE11t \\1th tht prnc1ple frcq11l'nth n.
P' ,ti cl ll\ th < 1 1rt 1111t · • put, .1hl1or-; forf 1tur "140 Ind d. m.1n,· 
Jtl t 1 )l I J<,d1, lion, tli I tt.·c1 ~ll111~ f, 1 f, 1t rr pro, 1,10n, rPfu,1 to tnf rce 

ti ( 1 cl t 111 1 ,1t1 1t11 n "lit 1t c,11h,t.1nti,1l eq111tie, f tht hu, tr "ould 
tht1tll\ Ii, dtslr \tr! 4 

\f 1f,1t11 p11l\l\llll(:llll 

l<>hlllllll. 11,l 
tl l I 11 l \ l I 
th ( II I 

I' I I[! I It I 
< I I t I fl 1( , 
l l I I I 
II ti I, I I I I\ 

J\ , f tl11, l Ill I 

( 

di )l\\llllllh I I( I I I 111 t 

I ,thl'pl I lll\ I 'I II lttt 1 

< >ti/( r 1.£ 111 du\ fc r /1 fault 

l I 

f I , 

11 \ I I 
1tl 

II I I l 
I t ' 

I I <t I 

l ii II I II It 
ti I l I I 

L 

I, II tl I' 
I \ I 

II t 

l 'T l (' l 

t t t 11' 

f I f 

I 

)t'J t. 

111,,nl 
h I de 
,ntr 1 t 

l 11l1k1 lnd1 11111'" \\ I l( Ii 111,1, lit utrltzt cl onh 1f ,pt:'c1f1< .dh auth r 
1/t d 111 tl1t t.uJ1l1,1c.t tit p,11l1L, lt,1\1 ,1, • r.d otht r n 111c.lht., th. t ,1n 
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1\ hicL 1s tl11> c11rrl nt \ .il1H of the Lind. For L"X,ln1plc, suppose propt:rty 
1s sold for $SO.OOO \\ I I is "orth that ,1mo11nt. tl1e purchaser paving 

Ss.nno clo" 11 and $5 C ( 0 1ch year tor t\, o ) e,1rs hcforc breach. If the 
proper!\· h.L.., incn a t 1 , al11e. 1Jn default by the buvt?r, the s<'ller 

\,·ould likeh· elect t f I it or, if the sellf'r is the hreaching partv. the 
hu:·rr \\·011ld opt ,l L 1.., .1ction or sptcific pPrfonn.ince. (Jn tlH· other 
lt.nHl 1f tlit prop\ 1 orth 011ly $~5 000 at the tirne of hreach, the 
st•llt r 1ni 2;l1t t'l<'ct an n for specific perfonnance or a darnagt: ac-
tiou. or l1L nughl cl ( to fon·clri ... e the cont1.1ct as a n1orlgagc ,1n<l 
tale a dt ticicnc\' ; ,dgm\ nt. \ \ hvrt~ the propertv dt:clines in , alue. if 
th\· -..f•llc.r is tl1e p.irt, in default th0 purch.1ser \\'oul<l probably ,vant 

t rt -..c1nd 
E, l n tliougli .t p,1rt, u~uall:, ,, 111111,t he able to use ,ill of the remedies 

a, ,ulahl, to li1n1 in ,1 gl\ 1 11 ca-..1 lie usually "·ill "ant to he in a position 

to clioo'-t' thP rC'rn1 <h 1no,t fa, orahlP to Iii-.. 1ntc·rests. Therefore. serious 
deliht 1.1lion ~1io11ld precr·de tlu inclusion in thf' contract of any pro
\ i,ion th:1t h.1, the 1 111 ct of !uniting tl1e rangt· of rerneclies available on 

<lrt:111lt. 
( >f tht· 15-.t contr.1c h, 17.,5 per cent cont,dnt:>d pro, isions authorizing 

forcc]11surt· 3 .2 pt r cent c-nnt,titH•d provisions cuv<'riHg specific pcr
fom1,tncr>, <1nd nonr c:outlinccl ,tn,· nH ut1on of rescission. Other tl1an the , 
li,nitation, occ,1-..ion,11lv plac1 cl on the forfeit11rt' rigl1t, no contract spe-
cificalh· e,cluded the :-t\·,1ilahilitv of anv r<'mcdv. Gcneralhr, the fact - " " " 

that th1• cnntrc1ct ,pecifies certain re1nedics is not constnie<l :is indi

c,1ting .in intt·nt to excl11de reliance on rcme<lies not rneutioned but 
1tl11 1 \\ ise ,1, ailahh-- at la\\. 

/, , 1 los11rr 144 .\ st>llt•r ,nav fnrecln,<" on a purchaser's interest in an 

installnient l.tnd contra<'t after the latter's <lefault. 145 In foreclosure the 
land c< ntr.ict is treated as a mortgage and the foreclosure procedure 
is go, t·1ned by the la,,· "ith n '>pect to moiigages. 146 The seller is re

~arclPd ,ts a n11irtga~ee and the h11yPr 1s treated as a mortgagor. 147 

In Tu\\a, the on]~· n1Pthod of foreclosure recognized is foreclosure by 

jnrlit 1al sale. C:ou~<'<pH ntly. a seller under an installment land contrac t 
1n I cl\ ,i can only f orcclnse hv f ollo,ving the statutory proce<lure set out 
in (:h.i ptr r f-i3.t of tlil' Io,, a Code.148 The purchaser's failure to perform 

114 P, rtic n~ of the followin~ ,lhcll',sion arP takPn frnrn the :--:otc Fnrf< it11rr and 
the lntLa Jn5tallmc11t I.and Co11tra(t, 40 Iow,1 L. He,. 78(, (Fl(ill 

14J lo"a Co<le § G'5-t.ll ( JC)h2). Se(' Dimon,. \\'rit:ht, 2.0(i lcl\,a fi93. 21·1 ~.\V. 
b73 1927), Bo}r1lon v. S:tl1111rer, 147 lo\\,1537, 126 :--:.\\'. 3fiCJ (lH lO ). 

14r; I,,, 1 C:, d, (,31.12 llJfl2 , f, hu~on ,_., \hi ,1<•,,. --12 lo\\,l 5'5.5 ( 1&7R\ 

117 fO\\a Code G51.12 ( JC)fi:!) 
148 le,\\ a ( , l (,51 11 I q(,2 . ~H'• Dimon , . \\'ri •ht, 2.06 Io,, .1 (il)3, 21 I '\ .\\'. 

673 l ')27 ( foH lo 11r1• ,tff1nn, J); Bovnton v. Salinger, 147 Io,, a 537, 126 N \V. 
369 ( HH O) ( furedos111t: m, 1lid or1 UlStaluneots beyond statute of limitations). 
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tl11 t0Ht1ac t I f'\tilts 111 .1 1uc.lici.1l sa t the proptrt) ;')ubject to tl1e 
... 1..itut,11, on1 , ,u right of re ltn1pt 49 In lo\\a, a foreclosure ,ale 
lt1111111atcs .di llil 11glits of both tlit lier and purchaser 1n the 1n-;tall 
11H:11t land cont1act l xcepting tht statutOr) redemption nght, and a 
b11) er .1t tltc alt ,1u1u1res thern. The <lcarth of case.s in, oh ing fore
c losi11, of Ian cl outi acts 1n In,va sho\\ s that this cumbcr'.)ome and e:-<
pcn"" t' p1ocedurc 1s r.1n_ h u<;cd ,, ht u f urf e1tur<> IS ,n ,1il.1ble. 

111 one !>1tuat1011 fore losu1, 1n,t) be the onl~ 1en1t:d) :n,nlable to the 
, t. 11do1 und1 1 ,u 111'it,dln1t nt l,111cl contr.ic. t. If :i. tourt of tqu1t, find~ 
!ro111 th1 u. 111,e ol dealings btl\\t(:ll the part1c·s th.it 1n u1stnun nt u1 
the lon11 of., I ,nd Ct 11tr.1ct \\ ,1.., 111 I.it t 1ntcndt d t I lH· • n1 rtg.1gt the 
c.0111 t ,, ill ~dlo" onh .t to1c.c.ln.,tut'. l or t xnn1plt 111 u art- 1 ~/()11 a 
n1urlg,1gl r rt ct·n t cl :1 dt l I to tlll' nh1rtg,1..,t d >1 c rt\ fro1r1 the 1n )fl/....1 

gor .111d ,it tlll ,.11111 t11n · lOnt1.1<.t1.d to ,t l p11 l t 1h h 11.:k to hun 
I Ii~· Jo" .i Lourt \ h ,, c.d 1111 ... t1an~a ·11011 .1<. ,u 11, :1lr I atte,npt to 1n rt:.l e 

th,· 111ortg.i~1 t·-; st l lllll\ "1tho11t tht u..,t of ltln In urt fl e c.ourt held 
tli,tt the· 101 f, 1l11re 1n~t1tut, d h, th1 111t1rtg,1g;et ,, ,t'i 11 t H1.ctl\ c because 
tl11· t:n11t1,1t l \\.t'i 111tcndcd c111h :1, .1 t •>11l111u.1l1on of tlte 111ort:-,,lgt and 
thus co11ld onh Ill lt·1 n1ui.ltt d In st.1tutor\ forec. lo,11a uhJ t to th 
p11rC'h,l'it 1 " one-\ tar nglit ot 1 t d1. 111pt1on 151 

:--.:01111all\' tl,c p.11t, fort't lt,..,ed ,l!;fl.111,t I'- .illo,,i:d lll ret.11n pos, .,,,on 
dtu 111g tltt· n11n11ng; of tltl rc.;ch 1nption penod. 15:i 11 t)u.., j.., hkelv to c.1us1: 
:1 s11li,t.111li.1l li11rd1 n tu lht· sclll"r, un .111lh1)nz.1tio11 tor th1• appo1nhnent 
of .1 ret e1, 1.•1 111av h, int ludt d 111 tht contract \ rt te1, tr can he ap 
pPinlt d nnh hy tl ie C'1H1rt ,ind\\ l1t thP1 ,\ Tl'u~i, l~r \\ ill ht ,1ppointe<l inn 
gh l'll c.1'-1.' i-; a 111,1ll1 r in tl1e co111 t' disercli()n.153 llo" l'\ 1:r ~ neralh 
a n < 1 1, c·1 ,, ill not he ,1ppointcd unles, tl11 cnntr.1ct provide, !or one. 
or the • s,,ller 1 ... gn1nlt d a s,'curih inll n'~t in tht. rents nnd profit-; of th 
f.1rrn .tllt'r dt l.1ult.1M 

It ,l11Htld hl· l It ar that if Litt fo1t•clo~url:' s.1Jt, of thL· proptrh docs tH't 
prnd11l ,, ( 111 •111!,h n1onc, to s.1ti..,f\" tli(• sellt•r\ clai1n. nnli11anh he 1, cn
titll'd lo .1 dt•fil i1•1H ,. 1ud~111t'11l. 1;)..' :-..:1•itlit 1 tlit" "t'llt rs nor tht hu, t rs 
illlt'r\. it ,, , cl sci 111t tl ,,., II 1nfo1 nH•d conct' rning the po-.s1bihh of n dt -
ficic111·, j11dg11H nt .1g.1in,t thl· lnl\ t' J in con11t't Liou ,,·ith hneclo,u1c 
1·1tt•ir n 1 p l11•-; :iho11t 1 d,·1 icic·nt ,. j11dgn1t n l \\ Cll' .ts folio,,,. 

1-19 lo,, 1 C.ocla fiD (L!8.3 (15 1 5 ( i'Hl2) 
15° ~43 lo\\,I 128. -ICJ N.\\ .~d 175 ( Hl51 ). 
ir,i :'\:,11,, Fo,f, 1t11rc n11<l l u it a ln\tallrrH ,it 1 n11c/ Contra , 16 Jo,, 1 I HI'\ . 7S6, 

7'l0 ( l<lh 1 1 r·, I l I\ I~ , • \\ il,nn . ~.}7 It\\.) 11) I, IC}S l ( '\ ,, 2d 'i 11 ~-:,7 I J IG 
( c1111rt~ lnnk lil'h tnd tilt' lonn of tlu 11i-,tr11111, Ht ). 

1~:i l1J\\ 1 < ,,.I, I 'ir-;~ 11 ( l'lli~ ) 
153 lo\\ ,1 Cm Jt, ch liKll ( Hlh:2). 
15 1 .St>t Iles \loi11t'' !\ l,11hlt• 1.\ l\ lu1t1>l Co.,. ~ ltConn , ::!10 Tow,\ ~6d, ~"'"' ~ \\. 

52 1 ( l 'll!'l). 
155 111\\ 1 Cm!,• § h"i I.fl ( U)li::!) 
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The po~sih1lity t f a deficiency judgment is a matter that the parties 
might ,vish to .llttr 111 their contract. In many cases the buvcr 1nav not u , .. .. 

\\"ish to L'xpcP,C him'i I to the jeopardy that if the land loses value he 
n1av not only lost' the farm and ,vhat lie has paid on it, but also he may 
he subject to a judgrllt nt for any cleficienc, behveen the contract price 
and the tot,tl an1ount recci, < d hv the s!"ller. A provision governing 
foreclosure 1n1ght re.id as follov.,s. 

FORE( LOSURI:. fn1 an\ hre,1(h or detaull h\ th.- huvcr of a11, of the 
a<_!ree,nents c mt uned 111 thi~ contra<. t, the sellc1 at his option rn l) Jeclarc 
the entire ,Hnout t of the pnn h,ht' pn<.e due ,incl c:ollect1ble c1t once and 
foreclo~e the c 11lract. Upon the l.!;rant,n<:!; of forcdo~ure ,1 n•cei,er sb,11l be 
appointed to t.ike po~scs,1011 of .1n<l n1a11a12;e the property. 

Rc~<'issic 11. In Io,va, the parties can at any time mutually agree to 
rescind the install1n1:nt lanJ contract. The agreement to rescind is in 
the ndhue of a cuntr.lct itself and must result from the muh1al assent 
of the partit:s. 156 Ifo,\·evcr, the agrecn1ent to rescind need not be for
n1alizecl but rnay result from the condl1Ct of the parties clearly indicat
ing their nn1tu..1.I understanding that the contract is terminated, or 
clearly evidencing acquiescence to its tcrmination.157 Rescission by 
mutual ronsent extinguishes the contractual rights of the parties.158 

Each party is thereafter to be restored to his original position so far 
,ts tl11s is t qu1t,1hh· .ind re,1,onahlv possihle. 159 

156 ;\f I a111 , Smith :?,(Jl Icn,a ~U :'202 :'\.\\ 239 ( ll)2.'j If ti 1 ", 111utual 
,11creuner,l to rt> cind, ,t 11111 the fou11rJ,_<l upon ,1 sulf1uu1l con 1J, 1 1t10 1. ~ft \\ 0011 
, . \\ lntton, G6 Io,1 ,1 ~~i 19 ~.\\ !.l07 LSS--1). Ordrn inly ~urn 1,dl'r of th, 1r rnutual 
righ• 11ndt r tl,f' tnutr 1d 1s ,t ,uff10.:nt l'IIl~1drr,1tio11 to suppt 1l ,1 r, c ,1 11 'h I Jill 
v Smith, t17'ra. 

l57 I ulto11 , Cl11sc 2--10 lo\\'a 771, ..,7 X \\ 2d <)21) ( 19 Ill 11111111 ti it, i 1011 ; 

Kil1 1tn k, Smith 2Jfi Io,1.1 S~-1. 19 ~ \\' :2<l fiU9 ( 1 l l'j 111ulu.d rt ll 1011 h) 
cc,ndu t). In th,• ah,u1ce of .t :.latutt• to tlw 1.;outrar), 1 \\ritt, 11 cnuli 1ll l11r tht s,tlc 
of lund m ,y 11, n:-.cinded 1., ,I ,11li,e<1urnt, r,d .1g11 e111c11t l11 l\\1'1·n tli, pa1l1< '-it P 
Ilu,dl'r 011 \ Ht>,ttl\, 12--1 lo,1a l(;i:3, UU ~.\\. 7Hl ( 1801) Ho,, \ll, prtlllf t f rt:~c•\-

il)!I if a \\rittP11 1.;onlract b, orcil ,1~nrmp11t must lw d,.11 and co11\i11d11' Sn 
\tel run v Smith 201 Jo,.,.1 80, :202. ' .. \\. ~'31J '}!)25) 

158 \\ ilso11 , •. Ht lub, ~02 Iowa .5--19, 210 N.\\' .593 ( 1826) ( neither may thereafter 
b 1s ,1 cl 11111 m that <.011tract). 

1s•i Lg, I u!t<Jn ,. Ch.1\t, 24!1 Iow,1 771, .'37 :'\ \\ :2cl !J20 (l1J--lCJ), Kilpatri"k, 
Smith 2JG lowa 5~. HJ :\,\V.2d 69U (19--15); Fowler v. D1clcman, 102 Iowa 563, 
18'5:,.; \V 79 ( lfJ21 ). llo,,t•,cr, th, v,·ndec i:. app.ncutly lial,lt fo1 thP \ t!1w ot lhl' 
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In uld1tH111 tu n111t I tl r e~c1'>si< ll on party rna) re 1..:111d und,1t rallv 
1f l 11 • of tht ,ll ·< pted .:?;round ... tor ,uch 1ction \ x.1 ts. 160 The rescinding 
pirt, 1n11,.,t nolif) thL other p,111\ of !us 1ntC>ntion ,,it! in a reasonal le 
t irnc 1 .,n I 1f hi, n ,;c 1,,1011 1-, h.1'i1 d on inah1lif) of the other part, to 
pt rf t rn I I it rn11 -;t le Heier }h rf 01111ant · tu1le"' such tender \\'Ould be 
c 11 .irh un n 11h11~ iG:? Ht c.111,e 1, sc1ss1on 11n >h c ,t restoration of the 
st.1t11'i • tuo ,tt tl1t' t11nt the· contr.1ct \\ ,l"- C'X cuted the land b returnt d 
to ti t s<.11 1 "l ilC' tht p11rcha,1 r i, g1, cu a lien for rl turn of pa\ 1nt.nts 

1n.1d1 111d tli , ,tl111• of !us 11npro, e1111 nh less n ;a onahlc rental f r the 
period cl11nng "hich l11 ,, .1, in po,,e-.r,ion.163 

Sp£ c,{ic l'r rforr11a1u r \ cnntr.ict to con, v re.ti propert) i, specifi
t ,tlh < nfn1cC',1hlc 1n L<p11h ll\ t 1thl'r tht ,ell r164 or the purchaser 165 

1'11t· I H. t tli.lt 1.111d is llil' -.ub}t ct of the contr 1 t genernlh :;at1,hes the 
sp1 cif1l' p< 1f11rn1,uH t' p11·n1p11,1tt ti ,1t the n, n1t"<h ,lt lrl\\ ts inade
•t11,tlc. ·rh11, 1f tlH· lOnt1,t< t 1s -.11ffieit nth dt'finit<' in it,; tt•rms. the 
co11rt of, (piit) 1n.1\ nt th disuction tnn1pcl t:1tht:r defu1ltin~ partv to 
p1·1 fr>n11 l11,; ol,li~.1lio11 111Hh·r tlic• ( onti,tct.166 ff the contr.ict 1, oral it 

u ,. ,f the.: Ir •]Hrt, dur111 • tllt l 111 he o , f •1 I it "t \I I 1 

',I) 2.02 ~ \\' 2 CJ 1C1..!5 
160 Thin Ht ,er d , a lid r,,und, f 1r ,, ,u,s1 11 S < )rr , ( r l\ I 111. 2,3- I ,, 1 

ll:!.S Ii II, 2..i :\ \\ 2.d 111 122 l lJ IG mt.Ill 1I 111cap 1c1t I r dt n k , Da, L~. 
l 3 Ir t b2 lHl '\ \\ l l l I - n1 Ii] l\ 11u1t , f pun 1 "n t 1 
\ Bn k r ~(, l0,,.1 2S5. 2.S.S. r;3 ~ \\ !:!'"ll 251 ISCJ2) 11111tt1al llll t n I n 
, Co,,, 11, '>2 ll!,, 1 l l7 !2 \, \\ !fl 3 l079 tailnrt: f 11 r't n I e t,, ti 
,cutkc), Hr.1111arcl ,. llul,apl, I (,1t 11t l'>i Io" t lS;"rt lr.u1d . 

161 f.:,11,r, Dr,1,1 200 I ,,.i 7 s . ..!O..i :'\ \\ 172 l 2- !1 I \\tll, I ui1 
176 10,,.1 1- i' 1,7 ~ \\. 200 201 1<11( < urt,} 1,<', 11 I th 11, 
of tlie kllll\dtd ,1 lu, \\1tl11 tht r,:1d1 ol tltt part, \\ho eek, rt c1s,1tn 
rtt •h , 11th t.111, to 1, 111 h 111 , If t ti ,. 111<' 11, f l-.•1 "It Ii.:, . ff, r I I 11 
,. lt •t I ti t1 , 1 Ii , 1 l udu t I I " II , I 

,,..! 1 }t,111 , , 1 1., - , ..!t ) :-.; " s:; sG 1) - • n ' 
( li11' It 11 I .! I \ l 0( \ \\ ' (1 ' 17 J I ( 

11,;is,t 1-1 1 I,, 11111 11, 1-11, 1' 'I. 1_1 21 :\ \\ ' I 
1 1 I 11r, I, , r 1 1 t I ,, r, 11 I I, r, 11! ti t, r 11 , I I 
111\\ I 1.::11~ I 'I ,, 7 :\ \\ :-,~ '-;3 I' 2(, \tlld l \ I 

I 

Jl • \ 11 It I I ' I II 'I II I II I ( I 11 \ \I I "I\ • ..., ll 

7 1 ll 7 l I J !IJ , 1 h , f I I[ 11 , 111 11 I , I II r I 
, It• \ 111/ H, / r I 1/ , , ,1t I / 1 

h4 \II, II \ \ I II !ti 1 I, \ ,l ( l I '\ \\ II ..: II I 

I r;--; I , . bt J s I l , :\ \\ I s I l) II ", , 11 Ill I k. :,; I II f I I' rf r, 11111 1 

I , I 11 , l I , t I 1 \\ Ii 1111 r: I l 1 
l•>('ut,r, li111 20l l,\\.i7ss 211s '\ \\ _s' I, ..:r, 1 ,d In , H1,L m, 11 l& 

I 1\\ 1 1117(, 17t) ;,-.: \\ llt, 1')2tl I >fl l\ \ ' \ \ \ l I I I fl I, I l " I :\ \\ 
I SU') 
1r,r;( / l 1 ,,1d1 \ ]lllir1111 211 I!\\ I [I), ,C), \\ ..:,I SJ) [l)l'J 'I 11 pt 

t(llltl I ,. d lilt ti 1f "''" 1.t I lllll I I 11111 j) \ \ ( I flt, 2) I I\\ I I ,2 I '\ \\ .! I 
~)(, 1 JI l l)o 11,, 111 \ \Ii II\ 'tl lu,, \'II ..:1' '\ \\ H'•• ''7 
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1nu-..t be est,1hlhhcd b, .1r, satisfactory, an d convincing cvi<lence167 

and it nn1st he Cl rt u I u~h in its tenns to allo,v enforccmen t.168 

'pt'eific pl'rf onn till not ,u1 ,tbsnlutt' right in the hands of the in-
JUn tl part). hut 1" ..i 1111t r of jndirial di,crt tion \s a result, courts\\ ill 
Llecn L' s1)t cific p rt m1:u1ce only ,,·hen thl' e<1uities den1and such a 
dc?cree, and ,, ill d n, t 1f so1ne good reason for doing so is sho,vn.189 

For e:-.amplt. spet. 1f1 I rfonnance ,vill not he decreed if there is in
etiuahty ur h,1rclsl11p u1 tlu: conbact. In such a case, equity ,vill often 
den,· its aicl and the pt1intiff "ill have to p roceed at la\\' to recover 
an, d,un.igl s to "·hich ht"' may be cntitli•<l.170 \ lso. if it is k"llo"n by the 
hu; t: r ,lt lht• tune of execution of the contrdct that the st·ller had no 
title, and had no prospects of obtaining it specific perfonna.nce ,vill 
he d<'n1t·tl l, <'11 though darnc1ges 1na:· be reco, erecl at la,v. 171 

.\~ a prerccp1isite to ,1ny s11it for spt cifie performance, the plaintiff 
must ,110,, that h1 bas prrfonned clll tlie conditions p laced upon him 
hy tl1e cont1.1Lt or that he is n ady, \\ illing, and ab le to perforn1 such 
requireinents. 172 

l-util 19.59, the ductrinf' nf specific perforn1ancc ,vas limited in Iowa 
to thos1 cas< s 1n "·hich thi-; re1nedv also ,,·ouk1 have been available to 

; 

tl1e n -..i-..ting p.1rt, .173 I io" cvl'r, thC' cases supporting this much criticized 

167 >.dson \' Ncbon. 245 lo\, n 1225, 65 :-.:.\\' 2d 154 t 195-1); \\'illinms v. Chap-
1nan 242 Io,,a 2CJ4, 46 .'.'\.\\ ~l 5o 19'51 . 

168 Cf. Kellr,v \ Cre!>ton H111ck Sale Co., 23B lo\,a 1236, 34 N.\\'.2d 598 ( 1948); , 
I nt, 11, < hftor 20-1 10,,,1 <J33 216 i'\ \\. 53 1 1927) 

tr.9 S} 1,ler \. C'.ith hr Cen1 lmpr \s~•11. :207 Iowa 306, 222 =--:.\V. 838 ( 1929) 
t \lclCI,c irsutt1 wnt to, st,1hlisl1 gP1,11int'11t ,, of contr,1, t tn \'viii propcrt::, ). Spel'ific 

jl( rforn1 HK• lias h, en d1 n11 d a p.utv to .1n ,1~n nne11t to e,lha11gl' propert: when h.h 
I d ,v.,s fo1111d lo In ot ,11b~l,111ti tllv It'" ,..illlt·, tlw ,,1hd1t\ of tl1l till,· \\,1, cluh1ous, 
u d tht r lhlr part, \\as rnintall \\P .k ~pc• Dunlop,. \\'e\( r. :_!OC) Io,,,t 5CJO 228 
\. \\ 562 1<J30 . 

Ii ~el.' D11nlop \.\\<\er, \IIJ11C1 not, loq, Cnffin ,. :'\ash, 187 Iowa 345, 174 
\. \\. 2), ]!)HJ Onn,bv \. Lr\li,lllt 12) lo\\,! .:2112, ~s ;-,;,\\. i24 ( 1904). 

171 Un11,ll\ \ Cr.1h Ifft f//Jrll n ltl' I 70. ll appear, th 1t ,l court r11ay denr :-pecifil 
p, rl r 111ml ,,ht It' tl-i, n , x1,t, a , lllnl,i11,1t1on nl oh1tctioT1,1hh- f,·.itu1v,, no onl' 
of \ ,1lh .ilou, ., ,nld h, rnough, hut\\ luch to~Ptht·r would act to cr1 .1tP. an injuslir-1.'. 
Ste Stilv \, !\l c:'\1rnt'\', 233 lo\\..t !065, 10 :--:.\\'.2<1 .584 ( 1943) (d.ichun). 

li2 r1; t I r11,t Jo111·t St, { k l .111d Bank \ R, sh 226 IO\\,l 780, 285 :'\.\\'. 1!)2 
jC)1<J) Cood lllt< nti n tlo11" 1 11ot till' l'q111, ,d,•ut of alu)itv l o perform However, 

1t ti l propt·r ach :H c<llnpan\ the 111ltnl1rn1S, a \t11d1>1 Illa) Le a hl1• to prrform his 
co11tr.1c t PVl'."n tl,ougli tilt' tit!<' 1, not free frmn encumbrance. In ~nd1 a case the 
\e11rlnr 11111 t H,t, ncl t<> ap1 h ti,,• purd11"' pri1.• to ,.,ti,fy thf' lu 11s, ,Hill iiL must 
tJk• tl11· nel L ~sary ,t<'ps to a,,ure that ~ud1 hens are rc:moved and tl1at upon perfom 1-
, nc,• lJ\ th,, , , wl, ,, tlw \l udor \\ ill 1" ,,hlr to ltJnn v ~oocl tit It• shorth · tht>reaftcr. 
Id. 1t 787, :2b5 :\'.\\' ,It 1<Jb 

173::-we 1'.f!.., .:,.t,,rti \ I ud.,k111~, 193 Iow,1 -500 504,185 N .\..Y. 476, 478 ( 1921 ) 
hutl1 p.irtll'S must h,~ el1g1l>l1 for ~pt•cific perfonnanc:e); Lu~<' v. D eitz, 46 Iowa 

20.3. 2UG ( I ~77 ) ( sa11 w .1. 

1951 
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doctrine of 1nutu.tl1t) "1.;rt' o, t'rruled 111 the L.l.'>l" of Gingerich v. Protein 
Hlrndcu, I 11c 171 Specific pt rfonnaucC' j., no,,· :l\ ailablc to an injured 
part, l, I'll though thf' clt fcnclant co11lcl not .1, ail hun,elf of then med, 

Bt'cnu..,t' at tiou-, for sp1'ciHc perf om1r1nce .ind damage., are both based 
1 11 the attinnanl C' of the contn.t ·t. the t" o remt•cl1e, are not con,;idered 
111cons1stt'11l .111d con1111t'nCL 1nent of an action demanding one tvpe of 
relit f" ill Ol)t prct l11de a c<>urt tro111 ,l\\ .irding the. other form of rclief.1-;5 

\ccordinglY in an action ior spt'cif1c pcrfonnanct, legal cla1nage are 
oltt'n so11r:lit ,1, .in incident.ii ur ,iJtt,n1ath v fonn of relief. Thu, if ,pe

cific p rftinnanLe li,1, for ,on1e renson hct 0111c unpos,1l 1 a court of 
er1uit, \\ ill n ta1n p1ri,;cliction in ordt r to .isse'>S damage," itJ1out con1-
p1 11111~ the pL1intifl tt1 hring an ,H tion .1t la" 1'

6 

,, liln a hu-;b,1nd ;i-, :-t>Iler, c-ntt rs .in in,t~l1111tnt land c ntr.1ct and 
ti J< pt II c h,1st r set 1-..s spt c1fi<.: pcrf onn.int e occ-.1siont•d bv the f.1ct th.it 
the \\Jf1, nf11s(", tu join 111 thl· con,t ,an<.t', thl' court is facc:d \\ith the 

prohl('rn 111 ,1bat1•111tnt. l nd1•r tlit~ thtnf\' of ahatt.:rnent. the ptuchn,e 

p1 iLt' j., ndJu-,t1 cl do\\ II\\ ,ird ln 1n :1n1ount equal to the prLSt'nt ,·.llue 
of t hl' \\ it t \ dn\\ tr intt rest '\ ·t onl\' j,; the t 011rt forced to con,ider 

and , ,tluL' ,1n unct, t.1,n ,nh re-.t, hut 1t i<; ,1lso con1pclled to thn1st a 
l1ard,hip up, n 0111' ot thf• p.trties.177 

I lo\\ 1 , < r, opt~1 ntin~ unc.h r till' aho, t' tht'ory. tlH' To,, a court h,1s tra

d it ion,dly !.!;t,1ntt d spl't iii<' pcrf nnnanel\ allo\\'ing the purcha,er either 

ton t,11n one-third of the purchase prict or to deposit that an1ount "'ith 
tht• co11rt 178 ,l'> .u1 ind1·n1nih· ag,1in,t pn,~ible L1ilnre 11f his interest, 1f 
thf•" ift• ,uni, 1', tl11· hush,1nd . 

• \cl ion for 1)<11110::_, \' TlH' standard rl'ml'dv ~n ailable to the party 
"lio-.c injnn· is ,1 H''-11lt nf non pt'rfonnance of the contract 1, an action 

!74 2)0 1011 I (1; 1 (J)(J ')) ~ \\' 2d 522 i2,"j ( l'l"i I 

175 '3 \~11111r ,-..: I 111 01 P11c1P111T, ~ I l.il (('.1'11cr t I lft">2 \ r 11' ., pr 

I l',lllll f lf l11p11d 1h I d 1111 I 'l, \\ ill Ill t (lH ludt 'I'' l Jt t )'t'I t,,rm 111 .tit 11 \i 1t 
111a1· h,• dulit tl wl1< r, th,• umti 1d 1, t1 uh in the .1ltt-r11.1tn c. Tim, if the:' contrsc-t 
crttls frn th,• du111i.;, I , ,·rt.un .1c:h 01 the I' 1\111< nt ,,f u 1t 1111 m n, 1, ''I' 1t1 ,, ill n t 
111tul, 1<' b11t 11111 app.11, nil) 11 ·'" th,· 11q111t d p.1rt1 to h1~ ru111 h 1t l n1 s 1 
l 1t>l\11111n lr,111, j1111,1·111111:-.,1- tl7 ltht,I 1'll'i S•t ,il,1K tt r11 1 f1,t-

l11·l-:, J''lfl lcl\\ 1 "'"· 1117 :--:.\\. 177 ( l<J()h). 
171' H,·11k111 1 I hll. l<J 1011 ., ~70 ( I\·\ l ( 'f S111 tli -. \\ ,11, rl(l,l (''td.u I di~ & 

i\orll1t r11 lh. C'o, llll 111\\ 1 /,f>S IS'1 
'\ \\. 8l)t) I Jll21 \ 

177 Su• g, tll'mlll' llnrat I.. ~J>t'r if,· l'nform,mcc rind Dou er Ri::}11,, 11 1011,1 L. 
Ht•v. 117 ( I •)~5 lt 1pp,· 11, th.it d110 to th,· h.1rd,h1p "Inch .111,e~ .1 court < ould 
l,•g1t11n,1l<'I\' rl'fu,c to i,r,111t ,pcnf1L' p,·1 lormance. n1111lop , \\'c1, r. 21Jl) 1011 ,1 :i90, 
228 ~ \\'. 5f12 { l'llO). 

178 l l1il111p,t>11 \ . C'nlh) 1:?.7 lt111,1 :;.l-1, l(l3 N.\\. 117 ( H)t 1 1 , 1 •11dt C' rd,1111' 

0111 thud nl p111d1.I\I' pn ,·), l\1,1dlo1d, Smith , 1:21 lo\\a ell, 1).S '\ \\. :177 (!904) 
( ,.1111t l. l'u "'' , 11 dde11hr,1111l .21 1011 ,1 tl--3 ( I S<,7 l ,.11111•} 
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for d,unagcs. Either the se1ler or buyer may bring this action at }a\v to 
reco, er losses 1uc;ed l v non-performance of the contract. 179 

In lo\\ a. if a purcl r breaches a land contract. the seller's measure 
of d:unagcs is the dift r nee het\,·ecn the contract price and the 111arket 
price less the portion of the purchase money already paid.180 Ho"·ever, 
in a dan1age ac:hon if tht' seller's damages \\"<'re less than the payments 
alread,· 1nacle. th•s f'\.1.. c>s-; shnu ld be a,var<led to the' huv<'r if ht' eross-
clai1n~d for then, 1 • 

I~ the purch,1,er i-; -;uing for the injury caused by the seller's failure 
to possess an acceptahle title. the measure of damages is slightlv dif
ferlnt. The l o\\·a position is dc>rivative of the prevailing English Rule 
,vhich allc,"·s the purchaser to recover only his deposit ,,·ith interest and 
co5ts if the sellt'r is unable to gi\'C good title. Under t.lus vie,v, the pur
ch,tser is not entitled to recover damages for his loss of the bargain.182 

lo\\·a has qualified the English Rule to the extent that it is applicable 
only "·here the sc ller in good faith is prevented from making the con
veyance by factors b evond his control. 183 Ho\vever, if the seller having 
title refuses to con, ev or has rendered himself unable to convev or 

/ . 
fraudulently has led the buyer to believe he has title,184 then the pur-
chaser can recover the value of the bargain in addition to the purchase 
money paid plus interest.135 Of course, if the purchaser is in default at 
the time of the suit, he ,vill not be allo\vc.d to recover damages from 
the seller for his breach.186 

179 5 \VrLIJ'>70!'-, Co:-.;1RACTS, § 133S ( Rev. ed. 1936) ror g11:1lific:alions to the 
fi1ndamc·n tal principal see id. ~§ 1345, 1363. 1363A, 1396, l-l02, 1110. 

180 Prichard v. ~1ulhall, 127 Iowa 545, 103 N.\V. 774 ( 1905) ( vendor may have 
advance payments applied upon the damages). 

181 See \\"aters v. Pcar,on, 16'3 Iowa 391, 144 N.\V. 1026 ( 1914) 
182 Flureau v. Thornhill, 2 Wn. Bl. 1078, 96 Eng Rep. 635 (C.P 1776). S<.e 5 

\\'1LL1~To-.:, Co:s,RACrs § 1399 (Rev. ed. 19.36). ~fon:o\cr, tlw En~lish rule '-Ct'n1s 

to be that even though the vendor knows. or shoul<l h<1,e la,o,n1, that his title was 
cfoft>ctive his onlv obligation 1s to restore thf' purchaser to his ori~inal position. See 
Bajn ,. Fothergill, 7 H .L. 158, 43 L. J. Ex. 243 ( 1874). 

183 Emmert v. Jelsma & Holdebrand, 191 Iowa 42-!, 182 '\/.\\'. 652 ( 1921) 
(dictum); Donner v. Redenbaugh, 61 Iowa 269, 16 N.\\'. 127 (1883) (dictum); 
Foley v. i\1cKeegao, 4 Cole l ( Iowa 1856). 

184 \\'hen the vendee is induced to enler a land contract through tlie fraudulent 
representations of the vendor, he has a numht>r of remedies \\ h1ch he may choose. 
For example, the ,en<lee may plead any damages \\ hich acc.:rue to hin1 by re,1son 
of the fraud as a partial defense 1n an action by the ,cndor for the purchase n1oney. 
See Coe v. Lindley, 32 Iowa 437 ( 1871). Also the venclce rnav rescind the contract, 
stand with the bargain and reco,er dama~es on account of the fraud, or plead the 
fraud as a defense, or cross-claim, in an action bv the \endor. 11,id. 

185E1nmert v. Jelsma & Holdebrand, 191 Iowa 424, 182 N.\V. 652 (1921) (dic
tum); Donner v. Redenbaugh, 61 Iowa 269, 16 N.\V. 127 (1883) (dictum); Foley 
v. ~1cKeegan, 4 Cole 1 ( Iowa 1856). 

186 Cf. 11artin v. Harvey, 245 N.W. 432 ( Iowa 1932). 
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due and payable. If thl· st>ller·.., ..ictions for specific performance, dam
agt'"· and fore clo ... ure are to be satisfactory remedies, the inclusion of 
<in acceleration clan c \\ otilcl seern necessar\'. , 

The coupluic; of .icccleration \Yith forfeiture creates a very harsh 
re111ecly and slinldcl he approached "ith caution. Besides the question 
o~ "·hcther ,11cl1 ,1 ren1ccly is justified in a particular contract. there is 
,dso <1 strong likelihood that a pro\ ision combining acceleration and 
forfeit11re is not I nforceable. The issue has not been litigated in Io,va. 
Tlie rt•le\'ant st1tutory provision is \\Titten in terms of the buyer "per
fonning the tern1s and conditions in default."190 Such a passage is am
b1guo11:::- ,lt hl'st, but gi, en the Io,va court's disposition to interpret for
fviture rules strictly, it is a good guess that the court ,vill not endorse 
a contralt tlt,1t pennits the seller to accelerate the contract for a minor 
dl'Lttdt. and tht->n <lecLne forfeiture for a failure to pay the ,vhole bal
,1nc 1• in thirty da_:,s. 191 .\n opinion letter ,,ritten by Jesse Marshall for 
the 1'itle St<1ndards Co1nn1ittec advises against relying on such a tech
ni, l' Il'. 192 In other j11nscliction, the courts ha\'e split about evenly on 
tl1is question 193 

Of the 1.5--1 coutracts, fort\ -fi\ e cont<tined so1ne kind of an acceleration 
cL111~e. Tlurt: -sl'ven of the proYisions follo,ved the same general idea 
tl1at in casl' of a default in the payment of one installment, the ,vhole 
,11nuunt is due automatically or 1nay he declared due and payable at 
tl1l' option of the seller. The other eight contracts contained variations 
to nH'et unusu,tl situations. The \\'Orcline;s of the acceleration clauses 
"nu lcl indicate that manv of thern came from one of several standard 
pnl\ j..,ion,. SomC' of tlie clause~ ,vere separate provisions and others 
\\"f'rt' 1 < lated to one of tli<' cnforcen1ent or remedy provisions. 

\lth11ugh a -,pecific <1uestion regarding an acceleration clause ,vas 
not ,1..,kcd of sell<'rs and hn:·er~. it\\ ould appear that fe\v of them kne\\' 
tl1at tl1cir contract'- cont·1inccl such a provision. The reasons for includ
iui:!; or t'\clndin~ an ac('el<'ration clause \\'ere not discussed ,vith any of 
thv pt'rsons intt·D ie\\ ed. 

\\ Ii( thcr th, contr,ict contain<; an acceleration clause is a matter to 
lie 111'!_!;otiatcd in drafting each contract. The draftsman may be the key 
pt rson in n1L1kinv; the cl1:cision on acceleration, the buyer and seller 
ht·, [Ill ntl:· "01ild not think of such a provision by themselves. \Vhere 
Il<'L''""<lr: to 1nakc cffectn L the sellt->r's remedic-; other than forfeiture, 
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,111 ,1c t: It r.it1 in clau'>t: probalih ,I bt 1ncludt d in most contracts. 
J t "ou Id also cippc.ir pos~ibl1 to 111 hh the ,1ccel ration-forfeiture pat
ti rn n1 '>II I a manner a<; to rnakt: ti 1t co1nh1nat1on reasonable fr rn the 
,taudp 111t of pre, e11t111t! n11m rot-; drf,1ult'> and equitable frorn the 
standpn1nt of 1 1no, ing nu1cl of the h.1rsln1e,,:; t I the h,n <:r. t--:on.,ider 
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\ fin 1] n1,1ltt'r of concern is the rC'hition.ship heh, een the us(' of 1::tnd 
t ontr Ith and tli1 rxp1: rit'llCf' of p:1rtir~ operctting undt: r them The rela
tionsliip cn11ld not he ha,1 d on t ,tensh <· artu:11 t':xpericnce. for no 
f am11 r in tl111 studv ltnd op<>ral1 d under the contract for O\'er five vcars. 
Y1•t -.on1t:· in<;ii:;lit,; "rrr- gaint cl fro1n tltC'St' bril'f e,periences and from 
pl:,n<; th:1t th,· h11Y1·rs propo\ed to folio"·· .\ttcntion "'ns focu,;ed on 
\\ 111 th1 r tlH" h11\'l'rs ", 1 ,, operating th,• fanns thcmseh t'S or renting 
tltt rn < laange, thnt thPY r·,p, ct eel to m,1ke in the h pe of fannin(!. prob-
11 n1s of rnl l'linc: I l1<·ir fin.1ncial cn1nmitn1ents. hoth parties· ;ittih1ne~ tn
" a rel th1· 11s(' of };ind contracb ns ;i n1C':1ns of attaining f:.1m1 o,vner,hip. 
and the' h11Yers' kn11\\'lC'clge of the Ll"' goYC'ming; the contract relntion
,hip and the cont,•nt of thc·ir O\\Tl contract,;, 

()p1·ratio11 of the Fann 

~lost of tlH• lJ11\, rs had the :1ttain1111 nt of O\\ ner-operator,hip n, their 
n1ajor ohjcc tiv1'. ft\\ of tlic1 rn hought thC' f.1nns solclv as iO\'t'shnent,. 
r.on,;1·q11Pnth (I\ er no pC'r ('('flt nf the• h11\'l'fS ,vere opf'rating their 
f,ll"n1, antl l1•ss tli,1n nn1•-t1•ntlt nl thC'n1 "t.>rc renting their pl.1c(•s \fo,t 
nf th!' h,n (•rs ,, 1 1 e do inc: the n1,1jor part of th P " ork them,;1 l\'es .1 

ft·" ,, C'rt' liirine; lhl' "nrk clon1• ancl .i f C\\' \\'ere operating jointly \\'ith 
s11n1«- 1n1•n1hcr of their i,n,111 clia!t• fan1ilv. Th,• "'avs that the f:1m1s ,,·ere 
h1·i11g np1•ratt•cl nn• s11rn1n:1rizrd ns folio\\'<;: 
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Changes in Fanning 

~lost of the hu) e rs, 55 per cent, ,vere follo,ving the same general 
farn1ing n1et liocls as the sellers had follo,ved. T hose wh o reported 
changes \\'ere usuall\' producing more grain, adding conservation prac
tices. using 1norc> ln ·estock, producing a different kind of livestock, 
using more ft , ~Hizer. or making technological adjustments. Only a fe,v 
of tl1e buyers I 10\\ ev(r, associated such changes ,vith the use of a land 
contr,1c t as thv n1t ,t ns of financing the purchase. Those ,vho did indi
cated that the sm.iller <lo,vn payment, in comparison "·ith that required 
11n<ler a n1ortgage, pem1itted the development of conservation practices 
and rP<l11c:tion of crop land in favor of hay and pasture land. 

The huycrs generally ,, ere safeguarding their annual debt-paying 
ability by di\'ersification as "·ell as intensification of their opera tions. 
Over half of tben1 reported three major sources of income, over one
tl1ird reported hYo, and one in ten reported dependence on only one 
major source of fam1 inco1ne. The buyers ,vere generally familiar ,vith 
the di,·ersified enterprises on their farms. A third of them had rented 
the fam1<; bt:'fore thev bought them. T ,vo-thirds ,vere natives of the 
c<1rumunity in \\·hich their farms ,vere located, giving them an ad
vantagt' in determining ,vhat to depend upon to "pay off" the land con
tr,H t. Some of the buyers ,vere handicapped in producing livestock, O\>V

in~ to inacleq11acy of their farm buildings. On e of five reported that they 
\\'oul<l ha,·p to add buildings to house the livestock that they w ere or 
,, 011l<l be keeping. 

\I rclirig Financial Con1n1it1ncnts 

Hesidt'.S clepen<ling on intensification of farming opera tions and inl
provu<.l farming methods, n"enty-four of the b uyers expected to get a 
part of the inconH' \\ ith \\ hich to make annual p ayments from off-farm 
so11rT1 ,-chiefly the buyer or his \vife \.vorking at nonfarm employ-
1ne nt. ~<", en tern reported on the proportion of the annual p ayment 
C1 \ p1 L tc ·cl f ron1 nonfann income. the range ,vas from 5 to 100 p er cent, 
\\ ilh ovl'r half of thC'm reporting that 50 per cent or m ore of the an
nu.d pa; n1C'nt \\1011 lc1 eon1e fron1 nonfarm sources. 

l)11ring tli~ fi\'C \'<'ars prior to the 1959 Census of Agriculture, the 
n11111hl'r of part-tiine farms in To,va increased hy 60 p er cent, from 
7,3~0 to 11.660. in spite of the substantial decline in the total number 
Qt lanns frn1n 19~ 933 to 174.707. During the same five years, the 
n111nh1' r of fannt r::. "ho ,vorked off the farm for one hundred days or 
rn 11 I:.' in rc,1~<'d hy 15 per cent, from 20,858 to 23,465.194 In the future, 

19-1 Burc;:m of Cf>Tlsu,, 1959 Cen,u, of Agriculture: lo\,a 3. 7, 140 ( 1961 ). 
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ho\\ c, er. suggl",tecl that this "·as still the best ,vay to e1ct started in . .::, 

farnling. Rt'nting \\ 1 pnrted ns the h<'st mean<.; of accun1ulating the 
·ap1tal reriuirL l h)1 n 1 liiner~ Ji, cstock, and do\\'11 payment, but only 

four buyer-, ,ugc stc l ff king as a hired man. A. fe,v buyers suggPsted 
that it ,vould be m( st tl1fficult for a young man on his O\\'TI and \\'ithout 
,11hstanti,ll f.1nuh 1-, 1stance to get started in farming at the present 
tinH'. r<'g.11 clless f tl process tliat he follo\\ ed The buyers' replies 
on the he,t ",1~· fc 1 ,t 1 <"ginning farmer \\'ith little capital to get started 
in fa.m1ing m,l: hes 1 1n1arized as follo,vs: 

,tctl" d 
Hcnt 
Bu,· 11ndLr l.11,d cnnt1.1C't 
Le.1-,1' ,, ith option to lnl\ 
\\'ork a, ,1 hired rn,1n 
Ru, 11n<ler a rnortgage 
< Hitt t 111,,thod-.. < 0111b111:1tinll'> chiefh 
'\ ) I ph 

\ 11111/icr uf Buyers 
61 
,)9 

s 
4 
3 

17 

Tl1P scll1•r<, tnnk cS'>t'ntiall~· a similar vie\\'!)Oint. 
The n'l.1tionship \\'as not close behveen the buyers' occupational 

t>\pt ri<'llC'<' and tht>ir suggestions a'.; to the best method of getting 
,ta.rt Pd in Llm1ing. ()f those huyers '" ho had e)..-pericnce in renting a 
fam1, forty-nine rec-ommcnded rc>nting and forty-four suggested b uying 
nnder a land cnntract. Of those ,vho had no experience in renting 
t\\'L'h e s11(:!gf'st('c.l renting and sixteen recommended purchasing under 
.i lan<l contract. Of the thirtv-seven \Vho had ,vorked on farm as a 
lahor<'r, onh· one suggested that procedure for getting started in farm
ing. 

The .ittituc.le in local communities to,vard the use of land contracts 
mav retard their use somev:hat as a means of attaining farm owner
sliip. One buyer in sh: reported that farmers in their communities 
lonkL d \\ ith clisfa\'or on land contracts. The major reasons were: The 
..,('1Jer keeps tlie deed, the do,vn payment usually is too low, and it is a 
g,1mh1e for hoth parties. These reactions ,~·ere related more to the land 
contract as a security device than to its impact on farming operations. 
Onh· on<' in h\'<:nty hu:·ers reported that their purchase on a land 
c•>ntract <let<.'rred them from making permanent improvements such 
a:, soil conservation, buildings, ponds, dams, and ,vatenvays. Only a 
fe,,· of them indicated that they ~•ould add small temporary improve
rn( nts and fi:xh1res if the contract provided that they could take the 
improvement-. ,vith them in case of default. It would seem that land 
contracts had a slight deleterious effect on improving and developing 
tl1e f.1rms for only a small proportion of the buyers. 
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To,, ar<l the encl of the in tcr,·ic,v e,tch buyer \\. as asked h\.'O ques
tions: ( 1 \re you sali~fied ,,itl1 your l.tnd contract? and (2) A.re there 
any disad,·antages of a land contract as compared ,vith a mortgage? 
The reasons for their replies ,vere sought in each case. Practically all 
of the buyers reported Lhat they ,vere satisfied '"'ith their land con
tracts. only eigl1t indicated dissatisfaction. 

Buyers ,, ere generally a,, are of the advantage~ of making a Io,v 
do,, n pa) n11:nt, ,vhich "as mentioned specificall: more than any other 
cl1aractcnst1c. In addition, n1any bu) ers reported that the land contract 
,, ,ts tlie oul_, ,vay tl1at they could buy a fam1-tl1e implication being 
that thl') did not have enough capital to buy under a n1ortgage. The 
scun1d n1ost frec1uently rneulioncd reason ,, as the lo,v annual pay
n1cnts. \ good nu1nher of buyers s,tid that tJ1e payments \\'ere as lo\',' 
as n nti11g. ()tlicrs reported th,tt the) receh cd a "good deal"-the em
pli,tsi-; \\ ,is upon nc(p1iring O\\ uerslnp on a lo,, annual payrnent. 

Second only to Io"' do\\'D payn1ents and lo,v annual pa) n1ents. and 
associated cltaracteristics, "l're st'' cral items tl1at furnished ,·aluable 
clues to the h11\'l'rs' rt'actions to land contracts. A. fe,\ bu\'ers, for ex-.. . 
a1nph-. reported th.it the,· l1ad good relations \\ith their sellers. indi-
cating that the sellers \\ ould .1h\ ays be fair to then1. Otl1er buyers felt 
n1ore sectirt• Ll1,1n "hen thl')' ,verc renting. Still others reported that 
they \\'Cre satisfied \\'ith tht ir contract because it permitted the de
\'elopn1ent of independence and pro\ ided full control over decision 
n1aking. ()t11t·1 re,1..;ons inl'luded ca~1l'r to build up an equitv and favor
able provisions. su<.·li ,1-; k·ngth of tern1, prepayment, and deferred pay
n1<.·nts . 

. \n endeavor to reatl ' heh1nd the \vords" ,vould lead to a deeper 
1111<.lt•rstanding of the position of tl1e prospecti\'e buyer in obtaining a 
farrn to operate. 1'1any buyers evidently compared land contracts \\'ilh 
n1orlg,1ges and found th,1t they could buy a farm under a land contract, 
hut that s11ch ,, ,1s not possible un<ler a mortgage. Other buyers com
pared their sitt1atio11 under land contracts ,vith their experience in 
ltnting, or" l1at \\'otil<l ha,e been tl1eir situation if they '"·ere renting. 
and found that buying under a land contract \.vas as cheap as renting. 
arnong other fa, orable comparisons. T hey scored lan<l contracts high 
in cnn1parison ,vilh either renting or bu1ing under a mort~age. The 
rl'asnns fo1 the Ln·orablc attih1de tov,·ard land contracts mav be sum
n1arizL·d as folio" s. 

H,·uso11s 
LO\\' do\\ 11 p,1) 111t•11 t 
Low a1111u,ll p,1:-, !lit 11b 

Only \\,1) unild h,1\t' .1ll,1111l·d tl\\11ersl11p 

Cood de,11 l't 11,p:ul'd \\ ith altern,1ti\ £'S 

i'.'11111!1£ r of 
Rt 11/ics 

:Js 
0() ... ~ 
~4 
:?.-! 

• 



,, ______________________________________ _ 

Good relations \\Jtli the seller (usually t.1111ily ail.lir; 7 
~1ore secure th ln renting (,vun't have to mo\'e ) 7 
Gains full c n1tr l of open1 liun ( inJcpcndcnce) 2 
Easier to s.i, e an t build up el1uity 5 
Special p,0,1 1ur (tenn, p1epa)111ent, u1oratunu1n) 5 

\ third ot tl1e bu) crs repurt<.!d one or more disadvantages of a land 
contr.1ct as con1p,11 t d ,vith a 1nortgage. The disadvantages specified by 
tliu buyers "ere cone,erned <.!liiefly ,.,,·itli the possibility of a forfeiture 
,, itli uni) a tl1irt)-<la) grace period and ,vith tlie deed or title remain
ing ,, ith thl! seller until the entire sun1 is paid. A fev,• ob1ecte<l that 
they could not pay oit the sum due at a rate faster than provided for 
in the C,;Ontr.tct ,, hich "tlH) coul<l do, if they had a mortgage," and 
that tl1ey got back notbing for in1pro, cn1ents added in case of a for
f t'it11re, Less i1npurtant d1sad, anta~es included the difficulty of negoti
ating production credit an<l selling tl1eu interest under a land contract 
as co1npan:d to a n1ortgagt'. l)isad, antages associated ,vith land con~ 
tracts generally di<l not loorn large in the eyes of the buyers because 
the) \\ ere· o, ershado,vc<l h) the n1any ae,h antages recognized. 

,\11 of lhe intervie,, ed sellers but one reported that tliey ,.,,·ere satis
fie<l ,vitli their land contracts. Their reasons\\ ere: A land contract pro
, ides ~L steady source of income ,.,, 1th little responsibility for oversee
ing; it is the easiest \\'d)' to sell the farn1; it enables the son to buy the 
f ar1n; 1t 1s as goo<l as a rnortgage; the c1 u1ck forfeiture ,vould not per
n1il a uelu1t1uent buyer to ,vreck the farm; and land contracts are ad
, ,1ntageous ta\,v1se 

Hr,vcr~· knou.:ledgc of Land Contract Lau; and Provisions 

Folkloie holds that la) men generally, and farmers in particular, have 
little a" areness of the la,,. go, eming the contractural relationships 
the) l:ntcr. ln tlie interviev.·s held ,,·ith the 154 contract buyers a con
certed c'flort \\'as rnade to test the accuracy of this common belief. 
1'hirl<'en quc'stions \\'<,;re asked concerning matters that should be of 
cun,idl'rable in1portance to persons buying a farm on contract. The 
<p1e~tinns ,vere designed both to test the buyers' level of understanding 
of the genl'ral l.t\\ .ind to measure their kno,vledge of their ovm con
trac s. 

~pl cific,tlly, the questions asked related to the right to sell, assign, 
or l,~benvbe tr.1nsfer their interest in the farm, the privilege of making 
pn·11t1) n1ent.s on the principa 1 s111n, grace period in case of default, de
fi<.:.i1:ncy 1udgnH'nt if the contract is forfeited, redemption period in 
cast of forft>iture, disp,1s1tion of 1ns11rance proceeds in case of loss, o,vn
l'rsl11p of gro,, i11~ crL ps 1n c,1se of forfeiture, return of money paid on 
princip,tl "htn the cnntr.1ct i, forfeited. preparation of abstract of title, 
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and thl' right to c:-.cl1,1ngt· tht• contr, for a deed and mortgage ,,·hen 
.1 slated poi lion uf thr principle ,, as r paid. The accuracy of the buyers' 
replu s 111.1~ hl' s11n11n,1ri.1.l'd .i:-. folio,,:,: 

R,:,ht\ and D11t1c\ 

St>ll, a,s1!,'.11 tr,111,h r 111t, 1c:,t 

Hep lie, ,I ~1 c e ,, 1th b" 
Bu!t•rs icph cu11tr,1Lt ,o prou<les 

Co11lr,1tt s prodi.lcs 
Ht>plit>s ,1gree , .. 1th l'(l1Jt1.1cb 

hll) t'I ~ J l•ph pt n11Js,1011 , 11 1111l1u' is 

rcc1u11ed 
Co11 t1 ,ll t ,11 pi o, Hks 
H.cplies .1gree "1th c,>utr,1ds 

P1 l p:i:- IIH 11t 011 p1 i11up.t!-
B11, e1, 1 c>ph th, \ L tn 111.1ke p1 ep.t) 111e11t 

< ull tract s,) pro, 1de:, 
Ht plies .t!!,Tl'l' ,, 1th to11tr.1ds 

Buyers rep!) u11ttr.1ct -..o pr,), idt s 

Replies .1gree \\ 1th co11t1.1ds 
Lr.tel' pcnud cJ11 def.nilt-

Bu) l'fS rt>pl) the) lt.1, ,. d !!t .tl'l' pl'rind 
( '011tract s,, pro, ides 
Hep lies ,l grel' ,, 1t Ii uJI I tr.ids 

OPl1ul 11t \ j1ld:_:11w11l 111 L',hl' of furl, 1tu1c
Buy1•rs rl'ply ,, lk1s t .111 g1't 1udg111e11t 

Hl'pli<'s .11.;1t't: , 1tl1 tht> l.1" 

()11L-; t'.1r I l'dt 1111 t1nn 111, ,1sc ol h rlt•iturt:-
Bu) L'rs , L'ph till•\ h,1, e -..uch .1 perio<l 

HL'plies ,1~11.'e \\ 1th the l.1" 
lusur,u 1t L' p1 tlL.l'eds 

Replies .1~ree \\ ith 1.:011t1 ,lCh 

Cllt\\ 111 ~ l rop:,-
Hcphcs ,l';!rt <' \\ 1th l'l)11tr:H ts 

Hl'tur11 of p.1, mt·11h nn p1111c1p.tl
Rephcs .t';!lt'l' \\ itl1 l,1\\ 

.\hslr.1el ol ltllt' li11111sht>d-
Bu\ t'I s rl'pl\' -..t>ll,·1 s fnnush ,d>:-tr,ll t 

Ct,nlr,1eh ,n p1 o, 1d1• 
Rt>plics ,t<'Jt t' "1th t'1J11t1,1C'ts 

Excl1,111'c!_C? lflr .t d, cd .tlltl 1no1tg,1t?;L'" 

P Ct 11tc ~ J)otnlJ11t1 
0,' 

) c, \ o He1,ly 

-- ) 
I -

J l.l 
.2 ) 9 
f'j) 

,>f) h 
~ 1 (I 

-) 
l)( ) 

') l " 

'I I 2 
S, 7 
7S G 

11 ) 
(, 1.9 
1 L~ 

"' I _,). 

1S.7 

:21 .-t 
\) .. ' 
] l),) 

0.7 

GS.~ 

4~.:2 
l) l.S 
-16. ! 

l '). S 
v, I 

70.1 
> l j 

0- ' . ) 

76 0 
6~) 

:-, ➔ 
lfi 2 
l :-, "i 

3.~ 
21 1 

2S.fi 
1.1- .. - ), ) 

-- ) 
J) -

-1 "· 7 
il 1 

37.7 
Ci~. 1 

so 5 

V9,,3 

31.S 

2 1 I 
11 2 

J.J 1 

07 

-10.9 

1.3 

Bu\ ers rcph co11l1,1c:t so pro1·ides 17.1 4S () 
Heplies ,l[!ITP "ith cn11tr.1cls ·1s 1 61.R 

To oht,lin ,1 eon1positc picture of th1· huvcrs· kno,,·ledgc of legal and 
contr.1c-t11.tl pn1\ i-..,nns under "hich their contr,1cts \\'Ould be carried 
n11t. a scn1 ing ,, ,ten, ",ls clc\'isccl. On each of tlurteen itrms a correct 
.ins\\ t·r ",1.., t;i, t n a scorl' of one•. "ithuut rC'gar<l to the in1portance or 
difficult\ of lite 'l1'''"tion. 1'ltc d1strih11tion of the 154 scores is as follo,vs: 
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Srorc 111/Jt r <., , re ~·,1111hcr 

0 ,) - ~1 

1 :-,, ,-
(l - lJ 1 3 - ) 

) ~ J() h 

17 I 1 I 
) ~'-\ 12 (I 

l ~) l (l 

1 - 1 

l'lic .t\ erage of tht: -;<. 1)1t s \\',1,; 6 0, \\·ith hvo hu) crs failing to nns\\'er 
,tny question correctly .tnd no buyer ans\\ ering correctly more than 
e}eYen r1uestions. The aver.ige score indicates a gPner.llly lo,v level of 
kno" ledge on thL part of the huycrs of hoth tht' la\\' and the pro\'isions 
nt their tu1d contraL ts. 

To -.unun,trill' tht> repl1t, iudic,1te th.it contract h11yers are pnorly 
i11fnrn1C d :1-, to tlu 1r right... t1ndPr the l.1,v. Their kno\\ ledge ranged 
fron1 -,lighth uncll'r ';"() pt r <.ent correct on "hcther nny pavmcnts on 
prineip,il arc r•·tunn d to tl1ern in ca'.->e of default to less than 40 per 
cent on "hl ll1C'r th1 y li,1<1 ,l nue-\ car r<'d1:1nption period in case of 
for it iturt 1'hev ,v~1 C' ,dso poorh infonnl"d on pr<n i'>1on,; rn their con
trJC'l'-. Tlit ir kno" ledr;t• scort•cl highest on tlu'ir right to rn,1ke pr<'paY
rn, nt-. 011 princip.d. o, t•r O per cent. and lo\\ est on th<• contrach1,il 
rer~11ire1n< nt to< ht,un pl n11ission or c;i\ e nC1tice upon transf Pr of their 
int<11 ,t ,tnd on Ito,,· inc;urance prcx·ctds \\<Htld he handled in case of 
,l l s<. nh 1ut 30 p, r c1•nt and 20 pt>r t1·nt. respecti, 1•lv, 

rhl h11,crs· kno\vletlge of the la" and contractual provi<;ions ,;;cored 
~1~n1f1c .111th higl1cr fnr frit:nds and strangers than for rclati, es. The 
tend 1: !IC~ for relati,•ps to .. trust" l'ach otl1er j-.; n. part of agricu 1 ture' s 
foll.Ion: and mcin "· Bnt as .1gric1tlh1rf' shifts from a c11ston1ary to a 
< ontr,1rt11,tl (•conom,· ancl this proc,·ss is going on at a rapid rate), kin
c;hip should riot ( 011 tin11c to hrn <' a cleleterio11s effect upon doing husi
nc "5 in ,1 h11'>incsslike n1an11t•r. Buyers' kno,vledgc ,, .is also associated 
,, itl1 s1z<> 1 ,f Linn grac.le ot contiaC't. and rate of interest. Possibl ' the 
l1ettf•r dr,1ft<·d eonlracts made it e,1sier for the buvers to understand 
tht ir <.ontent. .\lso, those_,. \vho ho11glit large-r farms and p,lid higher 
int<. rt st 111a\ l1a, e he1•n 1nore cnncc·rned ahout the content of their 

c-unlrac-ts tli:111 tl11• oth1·rs.w5 

Thl' h11; ('rs· Lick or kn1nvledgc· might nnt result in disagrc•e1nent or 
controvt rsy. for 11-.11,tlh t l If')' "·ould <lo more or 1n<'ct higher re<p1ir e-
1n1 11ts 11,tn tl1os<· c.:allcd for hr the la\,. nr by the contracts. But their 
It 1\\' lc\'1;: 1 of kno\\ ledge of tlte la,,· and contractual pro\ isions ,vo,ilcl in-

19~ .Su. Stat1~tical Appe11tlu., p. l!:.l 111fra 
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d1c,1ll that UH~\ 1nay he p1 , eut rn f11lf1lhng the contracts 1n \vays 
1nost fJ,<11nblf' to thcn1 ·1 he 11n1 .1nce of farn1 people securing pro-
fl s!.1011.tl cou11,l I iu the sale of I pert\ on contract seen1s amply dem
onst1.1tc cl In· th( n's11lts of this hid\'. 

FPH <>GUF 
'/'It s rtuat 1 11 

Irnpro, <: nH·nt of l.111d hased ag1 ic11lt11rnl credit ha~ been an objectn e 
con11n,1n ln1g "1c.lcsp1tncl .1tlcnt1on since tJ1 hlrn of the centun. 1·rt:nds 
o, er thL \ t ,1rs h.n c been to,, .u d 111ak1ng lo,, r do,, n p.1vment~ rep.1)-
111g lhl lo 1n 111 111'1,dlrncnts o, 1 r an 1ncrens1ne1l) Ion_: pt nod of )t:.:U-S 

rt:l)llll 111g h ,,t 1 r,1lt. of 111tt1t -;t .ind 111k.111 lfl 11 r 1...,t H 1 , fat 
1n 11• ack p1ateh th«.: 11cL·d, of tht famll 1 1, r, n Jnns. 1«.: 111 hng 1t 
1n rt ,1s1ngh 11, t<. S'i,tr\ to finatlt I th, 1r p h,l'>C ,HI l th , 1rt ht. n 111 

111 111c.:ri.: .1!>111g prop"rt1 11 of the p11rch, q pnce . .\!so ellers, r financ-
111g ,u1 Hll rl ,1s1ng p1 upor IH)n ol tlu u s,tle nnd a1 e requ1nng lo,, er 
d 1,,11 p.i)nH ntc; th.in other ll'ndPrs. Pcrhnp, tht.' n11• t spct.:tncular de 
,1 lopn11:nt 111 cnclit clu1111g the 11':it t\\o dtc,1d, has b en mo,tn1 nt 
In\\ ,1nl lo\\ -t.'qu1t, f 111anc-1ng ll\ llll .ins of 11ht,1lln1cnt land contmct . 

l..<l\\ t • ttnt, lin.n1c1ng tl11()11gh land contr,,ct~ JH n111t th f.1nn r to 
:1ltJ111 0\\,1, 1,lup "1tho11t <l1 ,1p 1t111g }u.., c 1p1t.1l 1n 111.1k1ng l.irg 
11111101 do,v11 p:1\ n1, nt •1 hrougli tlH re ... <. n ,1t1on ol a t, rft 1ture right 
th,· "111•1 111,1, !-.,llt~u llll lu<i p1ls1l1011 1f th1' bu,t 1 j l 11,1bit t p r 
I t•nn 11\ ,1 t111 1-.. nnd !IH'\pt:11,1, ,. 11H :111, fo1 11 pos,;.:s,111g the prop rt\ 

·1 lit IH c d f ,11 lo" <''llllt, hn.1111111g i, 1 xpt'C'l• d to in111 as1 u1 tht fu 
t 111, .1, tht a,t11gt s11t ol l,L1n1, tn11t111111:, to grt L1r ..,er, 111d n1odc::n1 

I< chnolug, req11ut.:'> 11101< c.1p1t.1I ii 1, t•,ttd 1n noul 111d f.1ctur of pr 1dul
ti,111 l)n1· q11 st1011 ol 111:lJtH 1ntH'1ru1111 ·rg111g frn1n p11, nth nd, i,: 
\\ h.1l .ic.1111 t111t nts , H 11<.-c1 -. .. al\ 111 tl11 l.111d ront1,1ct to .ic1 onnnod 1l 
.t !HJs<;thk nt.:Lt le i.ding 111.;1 d (or h)\\ equ1h f1n,u1ti11g of f,11111 purch,1,1 ? 

I l1t 111~11)1\ ( I th, lll'it,1l1111t Ill I UHi l {lllll,ll Is Ill I U\\;1 Ill.I\ b f.llrh 
1·h:11,1tt,11 1d .1 11:\1,d1ng ,1 p1111tt11p,1t1u11 \\1th n·1111di('!- fo, b1,•1cl1 of 
lht I ut1 ,H.: t. 11 tl1t 1 1lnl1.1cl ,~ to h1·t 1111c ,l 1nnll' \_·fl t th l' de, It<' f,l r 
sc 1,111g tl11• C'1Ld1t 1111 ds ol tl11 l.t1111t·r. tin p111n,ll) t<)llCtlll 11u1,t L 
..,}11lt1 d lo 1111p10, 1ng ti lo s,d, !~11 ud .t~.un..,( Ll11· c.111s1~s nf dtl.1ult l\ 1, 

~i!JI, i111p10\t llllllt~ ,-.111 Ill• 11n1111pli~l11 d tl1ro11!,!;h ltgisl.1t1on, j11tlit1,1I 
1 (JU l1t11 IHJII, .111d p111, 1s11111, 111 tl11 L1t1tlr,h I. I !ti,; nHHHlgt,tph h,1..; hct ll 
.1d,lit.Ss1·1l p1111111il tu tl 11· 1n1p1<1\c111111t of the con tr ,1c t prtni-;ipn, 
S11g~l l11111 ln1 111,1ki1 1~ I.ind t·,111tr,llh sl'n 1 sl'ller~ and b uYl f S nl!ht 
, II, 1 ti,, h lt.1v1• h1111 1n 1111• nt ,. 111'1us pl.tl'1's tlnough1ntl the 1nl1no-
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graph. Some of them are underlined by bringing them together here in 
brief form. 

The land contra ~t should be drafted by a qualified attorney. Usually, 
each party should have his o,vn attorney, particularly if the contract 
is behveen strangtrs. Occasionally, one attorney might represent both 
parties, if the contract is behveen members of the same family. If the 
attorney of one party prepares the contract, he should give the other 
party all of the pertinent facts about the contract relationship and 
endeavor to explain fully the legal effect of the contract provisions. 

Each land conh·act should be tailor-made to fit the particular needs 
of the seller and buyer. Complete dependence on a form contract, how
ever complete and clear, ,vill seldom meet the unique requirements of 
the situation. Crucial provisions should be discussed fully before they 
are drafted, they should be revie,,·ed in detail before the agreement is 
signed. Both parties should understand as fully as reasonably possible 
what the provisions mean and how they will be interpreted under the 

la\\'. 
In specifying the financial arrangements, consideration should be 

given to the deferment of payment on principal, the amortization plan, 
provision for prepayments, and the time of the year in which pay
ments are due. The financial position of both parties might be strength
ened by deferring payments on principal ( but probably not on in
terest) for a year or more until the buyer has all of his livestock and 
machinery paid for and the fann is producing at full capacity. The 
amortization plan can fit the needs of the parties-it can be a constant 
annual payment on principal and interest, a declining annual payment 
as the amount of the unpaid principal is reduced, or an increasing an
nual payment to fit the gro,ving financial strength of the buyer and 
the need of the seller for additional income. Authorization of prepay
ments on principal ,vould fit the requirements of most sellers and buy
ers, and many contracts might provide for the use of accumulated pre
payments to offset required payments on principal ( and in some cases 
interest), at the option of the buyer, in case of crop failure or other 
causes of lo\v farm income. The time that payments are due could be 
coordinated \vith the time of the year in ,vhich the buyer usually re
ceives income from the farm, so he ,vould not have to bold large sums 
of cash for long terms or borrow large sums for short terms pending 
sale of crops or livestock. 

Contract parties are generally confused as to ,vhen the risk of loss 
passes from the seller to the buyer. This confusion is in large part due 
to the fact that the law is inconsonant with the reasonable expectations 
of the parties. Change of such a la,v seems a matter ripe for legislative 
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t ousidt r.it i(l11 Pro, 1 ~ion-. ..,Ji111 ild h 1nclud('d in tht· contract not onlv , 
spt>cif~ ing "ho sh.ill bear tl1t' lJ k of loss. but also indicating h11,,· thic; 
rbk should ht• covered hv ins,n ance .ind "lint use rnav he made of in-

, -
s1Jr.tIH.l proc<·ed-.. 

;\ lost I.ind cont, at'ls 1niglit p1 u,·ide tl1.it tht· contract \\'ill be t·xchangecl 
!01 ,1 dt•t·d .1nd 1n11rlg,1gt' ,, lH n tht' unpaid principal has heen reduted 
to a specified proportion, p<'rhaps .50 pt'r cent. The reason for tht' sellt r's 
retention of titlt' and the nt•t•cl for forfeiture l,1rl!;f'l)' pass ,vht>n the prin
l'ipal is n dut t·d lo tht· placl' that the hu1 tr c,1n nht.iin rnortgage credit 
fro111 con1n11•1-c-i,d so111Tt·s. l{cre .1gain. lt·g1sl.1tion n1ight he coas1dertd 
lirnitin~ tht• :n ,1ilahility of forft·ih1re to t,lS(", in ,vhich less than half 
of tl1t' purch:1-.e prit'c has ht't n p.1id. 

'I'lif' thirty-day gr.ice pc1iod in c,ise oJ ch f.1ult and rHitice of forfeitun 
,n.1,· ht> lt'n~ll1<11H•d as th,· 11np 11d prinC'ip ii is rt'd11c-cd. Till' c;r.1ce pcnocl 
t 011 Id ht• l1 Ol!;! ht ned ~t<'P hv stt'p to ,1pp1 oxin1al1"' the rede1npti()n period 
of .1 I orcclost•d nHH tg.1gt' hy the t i111L' th.it the unp,lid principal ,vas re
d,H 1'd to an a1nount 1•1 p1,il lo the do\\'11 p,l\,nent req11in~cl on L1nn mort
~agc•s. 1·1i,H1!!)1l shn11ld ht> t!;i\ en .1J...o to li1niting the forfeiture n.'tflt'<h 

to StTin11, hr1·.1ch<'s of th1• cnntr,tc:t and grantin~ eitl1er p,1rty the right 
to coJTt'Ct th<' other party\ 111i1101 def.i11lt-- .incl chargl' or C'rcdit th<' cost 
of "llt'h corrl'ction lo th<' h.d,1ncc O\\ int!; 1ll1 tht• t·ontr.1ct 
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STATISTICAL APPENDI X 

A. simple correlation analysis \vas made of data obtained in the sur
vev. Ten Yariab)es used in the anah sis relate to financing. three vari
ables relate to attributes of buyers, and one variable attempts to mea
sure the gr.i<lC' ( 0r relative quality) of the contracts 

Table I identi ies the variables, the units of measurement used for 
the variahlt s ,1n l the mean values of the variables.196 Results of the 

196 Charadt•n,t1cs of the san1ple were pre~entt>1l ou pa!!:l' 5. Lltar.td••rbtics 
of the 14 v 1riahk, U'l'<l in the si1nple correlation analysis and the analysi~ of 
\"ariance are sununarized as follows: 

Financial Fact(}n 
l'11rcl111~1• I'rict-Total. Pun:h,1s«' pnce \\ as l \{1rt ,,cd in dollaVi as ~hown on 

e.1ch of the 1.54 bnd conb,1ct, in t11e s,1mple, avcra~in~ $28,422 pr>r fann, "·ith 
1-t f 1n11, 1111der $10,000 and 13 fann, O\<'r $50.(100. 

P11rc ha~e Pnce-I'c r Al re. Thi,; ,,.,1, t11e ,n era•Te purchase price per acre for 
t' 1ch of tht· 15-1 fann,. th.it i~, purcha,1_• price d1, 1ded h) numbt-r of acn', The 
r.lll!!e was frmn S:2n to $500, "1tl1 an t1\'PrJ!.!l' nf $175. See footnote 50 for some 
comp.tn,on, 

D Jti 11 I'm1111c11t. Tlii, wa, the an1ount, m dollar,. tJ1,1t the 15-1 huycrs paid on 
tlie purch,1..,t' pnn· of their £.inns at executiou (If tlie1r ton tracts or hefore taking 
po..,,e,,ion of the Linn,. Tht a, Pra~<' "as $:j,Rfl I. with a range from $0 to $30,080. 
Do,\ ;1 pa,,nent i, disu1,sed on pag<• 30 

:\'ct \ \ ·, rt 11. 1 he net worth, u1 clollars. th,1t i, t()t,11 asset, k,s total liah1libes, 
wb d, t1•nni11cd for I ach of the 15-1 buyers thr( 11~h 1wr,cm.1I i11t,·ni1 ,vs. Accurate 
11, t worth fiQurc ~ ire d1ffw11lt to oh tam. 1 he ,1\ i:r.i~e net wm th \\ a,; over $~3.000, 
\' 1th ,l r,tn•.!C' nf from le,s tha11 $5 (l(l() t 1 o, Pr $ l Oll.000. 

Dou II I'(IIJ111< nt P11rc/111s1' Price (Dl'!PP) Tlii, ratio ,hows th,· pPrcenta~e that 
ti"• d \\ n paym,,nt ",ts of the purcha..,c pricP for Pach of t11c l.''i I land cn11h 1tts. 
·nw .1, t·r.1 ~r \\ a~ 21 4 per cent, \nth ,t ran~e fro1n O to 54.9 per tent. The ratio 
1~ d1,c11s~erl 011 page 30, and a distribution 111 10-per cent intervals is pre..,ent<>d. 

-:--·ct \\ ·orth P11rrlwse Price--(:-.. \ V /PP) I his ratio show.., the percenta(!e tl1at 
tl, •Lt, ortl, \\,I ,f tl1, pur li.i,l prite f!lr e.1d1 of tl1t' l.">-1 cont1:1, ts. Th" :i,er

,,. \\,t, lll j ]"~ l(I t \,itli .1 rtn'..,.• frrn11 l:"i.l J tr leI1t to Sli ,"i I 1 ,1 t 
H, 1 11111 11/ S,/, ,{r,l,· TliL' rtp.1,m,r1t ir, dnlLn, tor ,•1th ol th,· 1-1 (1•nh.1ch 

,.1, «rt\,d bom pnl\1si<111s in tli ,• urntr,lLls It \\,ts 1,il111l.1tld It• shu-.\, on a, 
c,' p 1r, l,J,, 1 l,,1,i-, 1, p(ls,rl,1,· tht- p,t\ 111, n t t,) tor th, f11,t \t 11 011 p11nr1p,il 
md 11t r,,t 'lhc ,\tfa'..'.t' r,·p1,111111t .1, c,tlu1l.1t<il. \\,I'- SI 'lH~I nl ,d1itl1 $1.lOG 
·, 1 11 pr11 ,·1p ii ,llld $f..,J:-l \\ as 011 int1·rt ,t Tlw r,111g, \\ .is frnlll ~ t ,i to o;.<1 Sl)O 

H1 I l\ilwnt 1, 1h"11s,eLl on page 32. 
I 11_1/i ,,, r, It.I 111, h-n1 1 of vear, th.it tlll' l,11·,,·1, \\(111ld Ii l,l tor, [l.L\ tlw 

J'Jllt<lpd lp111<.l1asP pnn ks~ do\\·n p.1,1nP11t) \\,t'- dc•n\f,I 111,111 ,,II of tit~ c-ou
tr,n t t ,c-, pt .3 ,, it11 111dcti-n11i11.1te tP1 ,ns Thi· a, cr:i~e 11·11)!.th of IL nll \\ 1s lG.5 
,, 11 1,tn'.!ill'.! fr(Jln ~ (co11traLh ,dth ,ho1tr>r t, rn1s \\f'H' not 111d11detl 111 tht• 
s Ill p l, ) to o,er 70 ye.ir,. The te1m of )<',HS h diseu ... sed 011 page 2.8. 

lrit, re t Hat, '1 lw rat,• of interest th:tt tlie l.'5-1 1111\ 1 r, p,11d rn1 th, 1111p,11cl 
I, ln11c,· of tlit p11rc!tast' pnce wa, ohtai1l!'d from the l.1r1d ern1trac t,. '1111 .t\t 1:1g< 
\\ ,,s I O p• 1 n·11t, 1,11,g111g from O to 5 0 pt r cent, w1tl1 7 contr,1cts provi<lin~ for 
1111 1r1t,,n ,t .m<l 17 ,p,•c1fyi11g ,5 0 per cent. Inter<.st 1s cl1,cus,ed 011 p .1g(: 2.5. 

,<:.;-,, nf /•arm. Thf:' size ( .1cn·a~1•) of each ot thf' 15..t fam1s \\a, deri..-nl frPm 
th,· 11,tr n icws of buvl'rs and t]1P acrca!..(e sho,, 11 in their , 011 tr,H t,. l h, ,t\ er,1;.;1 
,1.11 \\ is lf,2 ,1Lrc·,. \\ith a 1an~,· from 71 to 640 acrc·s. 1\II f.1n11, u11d1 r 80 acre, 
\\• r,• dlll11111ted frrn11 thC' ~ampl, r·,c,·pt onP in,ohin~ :i fr;i, ti,,11 ti ~liaH 
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analysi.;, incluwng the correlation coefficients and the statistical sig
nificance of tli<'sc co1•fficit nts, ,tre .sho\vn 1n Table II. '[he results of 
thl' an.11\'sis of \ariau<.:e .ire sh1nvn in Tahlc Ill -;c•e pag(' 122). 

·rhl' tt 1111 '\ignificance" refer:. to the degree of confidence" ith \,·hich 
onl' c.1n rf'j1·ct thl' hypntl1l',is that tht~ corn lation coefficient for the 
univL'rsc ( nll land contracts recorc.lf'd in Io,, ,l durin~ the period 1951-
56) frorn ,, liich this s.11nplc i,;; clra\\ n is Zf'ro. Fnr coefficients significant 
,it tlh• 1 pl'r c1·nt h·vel, tlH•re is ouly one chance in one hundred that no 
correl.1 t J(l!l ,,~ists het\,·een the-.c \·aria bles in the uni\ e rse of land con
tra ch; .1ncl for col•fficient,; significant at the 5 per cent level, there is 
nnlv one chance in l°'\'entv that thcrc is no correlation.197 

• ✓ 

1'ltn'L \ ariahles included in the correlation anah sis-ldnship. k'TIO\\'l-
l'dgt>, and gradl'-de,11 ,, ith 1p1,il1tati\'<' aspects of land contracts for 
\Vhich con,·t'ntion.il 1neasures \Vl'rf' not available. ~1c.1surement svstems 
\Vt·n~ de,·ist•d in .1n attt>mpt to attach quantitative ,·.1lurs to these \'ari
ables (s<'t' pages 105-l0S .1nd fonh1<>tt''> 196 .ind 19S). Tt should be 
Tl eognilt'cl. thcn·fon'. th.it tht• nun1crical \'alue, derived for these 
cp1alitative variables are not strictly comparable "ith the common}~ 
.icc<'plPtl vah1l'S used for the other variables in the correlation analvs1s 
Tu order to tPst the rl'liahilit\' of the measurement s,·sten1s used for tle 
tl1n•c- q11.ilitative variables, their values \\'l~re con1pared \\'ith the 1nean 
values of .di \':triahl<'s in .1n analvsis of variance frame,,·ork. The re-

• 
s1 ilh of the analysis of ,·ari.1nce corresponded close!\' \vit h the n=•,u lts 
of the• c-orn·lation anah sis ,vith respect to the discrete kin,hip variable. 
Tl1t> ntl11·r (\\ o qualitative variahles-kncnvledge 1nd gra<le198-,vhich 

811111 r \ttri/Jutr\ 
\<Tr. 7 h, 1~1, i11 , c II nf Pa 11 ,f tl1t 134 Inn, r, \\ 1, detl n llllt ,l I t t tun 

11! t\1,· 111!• 1\1• "~ I ht 1,tra ,; l\!c: "1, lll 7 \t ir, \\1th r,lll t lr< Ill J t G\ 
,\gc of hll\ 1 ,s 1s d1scussL•d on p.1~1• l l, ,111<! .1 d1,t11h11tw11 I" e; \l 1r 111lt C\ ab 
1~ pr, , 11t d 

H,/1111,11111, • 1th S 1/,, 1'111h11 H l1lHn,hip, h l\\1 11 ,dlrr, d ll\t 

\\.1-. d, t, 1111111 d 1,, 1, t'IH' Ir, 11 the l i I l1t1\1 r, l l11tL d I •' <>f 'k111,l111 \\ L 

11,,,,\: n \itt, t' lo, fra 11d~, 1h md ~ti Ill r r,, j 2 11, up, \ rc> n11n1l r i 
l to :i S( n 1t1111 c\11 \\ ( 1,lh(' \\'OU Id he lilt ,\Jllllj.!le" l-:i11,li1p 1, 1h,u1"t·d Oil r e 13 

K11 rd, cl of I a11 and (' >1t/r<1d I his \\ ,t, 1 co11hn d lllt 1s11r l I etl llpl11l 
1qJIH, ln IJ q11t ,ti,m, 1,k, d llu 'i I h11,trs, 11,d ,\, 1.;.11Ld t I rt,, I ti 1ir kn ,, l 
,·cl• 1· of ".1, cl1•d isp1 t ol th, I 1,, ,111,l ol ,p, t drc [llO\ 1,1111i- 111 th II u I tr t 
·1 lw l'"''il,l1 r:1111.!,<' ol km1\\l,dc,· \\,1' It, 111 0 tn 11 \\1th .111 • \ r 1 , 1 f (, r I 

~1i!d,·" <•f l1•,s th.111 ,'j() p, 1 , , nt. St t· p,n;e 105 lnr lurther d1,cu~,1on 

~)ua/1/1; of ( p11/rC11 I 
C :rn,lc. I )11, ,,·.1s .1 < nt1 n ,·d 1111. ,11n·, h:i" ,I on the LCJ11lc11t ot the Ii l rontrn t 

It is t ~pL11 1H cl in c\1 I 111 111 lo11t111 1t1 l 11s '1 ltP 1\, rt t' •r ,d \\ 1 s - \\ ,th q 
u111t111h \\1th., •1,ul, ti J .1nl fl ,1,11tr,1Lh \\1th .1 11<!, ,,t ll 

191 st\ s,1,1111<•11 "' ,11'<11< ,1 :--.11 ,utlls 1-;J, ::!HI 19 '3, ! 1 i,9 
t'• ' J h1 lllt.:,1,11re ol 111< k1111\\ lc-,1 •• , I tlil' I~ I 1111\, r~ ,,f tit,: l 1\\ th t • , n1, 

l.1111! , 111111 H: t tt l.1tn,11,l11ps 111d ol "I,·, t, 1I pro, 1 wn, ol tltt·11 mlr t~ "1 <li.s-
n1ss1·d on p.1ges I 05 10~. Foot110lt 1.:011t1n11r, 011 p.1~1•, 113-1 I 5 ) 
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,verc qu,intified, \\'ere not 1~nificantly related to the quantitative vari
ables 111 the analysh of , ,1riance, except for a relationship between 
grade and size, as sho\\-n 1n Table III, a lthough some significant cor
relation coefficients "ere obtained for these variables in the correla
tion analysis .\nalysis of , ,1riance is better adapted to a discrete type 
of ,·aria hle. like kin<.hip, than to continuous, yet contrived, measures 

like kno" lel1ge and gr tell. 

Result:- of the corn. L · n analysis and the analvsis of variance are 
interprett d in the follo,, ing sections. Discussion is focused on the 
coefficients that are statistically significant. I t should be noted, how
ever. tl1at these coefficients are measures of association and do not 
necessarily indicate cause-and-effect relationships. 

FINANCIAL FACTORS 

P11rcl1ar;c Price-Total 

The purchase price of the farms ,vas correlated positively ,vith six 
,·aria hits and negatively ,,·ith one variable. Several of these variables 
sho,,·ed high correlation coefficients, and they probably ,vere closely 
inter-related. As the purchasP price increased the fanns became larger 
( 650), the do\\'Il payrnents larger ( .798), and the repayment schedule 
higher ( .865). as might be ex71ected. Purchase price ,vas also associated 
,vith prirc per acre ( .585). The more complete and clearer contracts 
(grade) \\'ere associated ,vith the higher-priced farms ( .196). 

Dttr:r•~ the progn.s, of tht> st11tly the hypothesis emen~ed that difference~ in 
ctin1pl, t< ll< ,, of c.o,·t r.1~e and clearness of p1e•entatio11 of the provisions of the 
con tr.it ls ,, ere a,,ociatcd ,, 1th other , ari..ihlcs. In onlL·r to tPst this hypothesis 
a ,1m11n,1ry ,.., aluatio11 of each contract wa~ made ,1s to thP complctene~s ,vith 
,, Iii h t en, creel th<· \'arious pro, isions that sho11ld he in a typical in,tnllment land 
contrad a11cl the clu1r11ess with which the incluclt'<l provisions were stated. 

:\, to con1pletencss. each contract was plact·<l i11 one of fi, e cater;ories ran!2:ing 
fron1 those that contained ,tll es.sential p10\'lsion~ and provided for substantially 
,ill visuahz, cl contingcncic~ to those that failed to Ct)\ er one or more of the mini
n11un ,•,senti:ll pro,.isions and did not providt> for all normal contingencies. 

l· i\ e t ,1tegories of cnmpletenes, were developed as folio" s: ThP norm was 
t st,1hl1 \litd of a contract that contained all es,ent al provisions and alJ normal 
contin~en(;tes. Two cale~ories ahovc ,1nd two hdo\\ the nonn were tl1en devised, 
,, !tid1 111,1dc five c.1tegories a, to <:on1plctene,,. The t.'s,ential pro\ isions were 
tho,e ncce~sarv for the transf,-.r of title; those covering finan<.:1,il arrangements as 
to purchase price. do" n pap11C:nt, interest rate, and n pavmcnt schedule; those 
st 1tJn~ the date of Pntt-rin~ into the c.·ontract .ui<l the date of possession; and 
tJiose th.it contained adequate forfeiture arran~ements The normal contingencies 
ii1du<led the date tl1at the contract was to he completed, provisions on dower 
nghts. ,, hen rc:sp ,11 ibihty for t.ne~ ,hifb from seller to huyrr. a staten1ent tlia t 
tiuw 1s of th,· <"'" nee . .trHl arrangenH nb re;,udmg i11,urancc. The abo\'e-nom1al 
cont111g, ncics 1uc.lnd1 cl pro\'1,io11, re;,;ardiur spt•cial ass<",,m,-.llts, prepayinents, 
risk of loss, improv< mi>t,h and fixtures. "a,te and good husbandry, assignment, 
p<.:n 1lt!e,, nc<.:cltratit>ll cl.n1~e, ddaulb an<l inspection. 
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·1 hL' LOI r<'Ltt1011 of p111 cl1.1s, price nd nL t "orth .37:2 indicates 
tli.1t tht• h11~lrS \\1th tht· L1rgt>r llLt \\Orths purcha~eJ t11e h1ghtr-priced 
fann,. \ nL·g.iti, 1· ,1ssoci.1tion of purch.isP pric,, \\ 1th the t\\V PP ratio 

-.2>S 1nda-.1t1 s tli,tt the bu, crs "l10 purch,1s1 d the highe1-pnced farms 
Ii.id a It'>'> Ll\01.ilile l,1,,tr) ratio lH: .. t\\CPn II t \\Orth an<l purchase 
prict• th.111 tl1t•s(• "ho pun l1,1srd tl1t lo,, er-pricrd fanns. It should ht 
not<'d th 1t tl,t: c 111el.ition hch,·cen p111cl,a~t• pnc1: und the I)P PP ratio 
",1s not s1~niHcant ~ .O.'>J . 'l'he pureh.1st pnce of thP fann-; probably 
did not h.1,, ,HJ iii\ t>rse ( tit rt upon the proportion of tht purchase 
p1 IC't tl,.tt ",ts p,ud do,,·11. Jtidging hv the pos1tn c coeffici<:>nt. ~foc;t of 
th(• li11\C'I'> 111 tl1<. 1, \\Lt prH1d L1n11s p1uhahh \\ould t\peritnce rnore 
ditfiC'1il1, Ht 111t 1'l1n!!; llll'ir 1 ,·pa, nit 11! '{ htdul1 t an thoc:e of the hi!!;her
, .tl111•d I.it nis. If so tht higl1t r :'\\\" PP r.d10,, tht lO\\ e1-valued farrnc: 
\\ ,u, .1 <;,tf1•!!;11ardi11~ cli,1ractt•ri ... tic \\ orth\· of note 

1'ht p1iu p, r ,1L'r1• ,,.ts cn1r<'lated \,ith ptnch.1sc prke S 5). of 
"l11c h it is .111 i11q>t I) l,111l L'tJt11po1H'I1t-th(' highl r the pnc-C' PL'r .irre. the 
lii!!;l1<•1 t!H· p111ch.i.,t' p1tll' The hie:h correlation \,ith clo,,n pa~mrnt 

\, I< lt>1r111 t.ttli f<ntr.1d \\1, pl.ind 111 01t. f tl1r, 
fr, m th, in, t In tli, It 1,t t !l' nh- st 1tcd tt t ~1.I, 1111 • tit, trt11 

t, 

r, .1r I I, r tis , n111plt l('l11" 11, th 1, t' :it • rtt ttl , 1 

foll11\\, I I,. 111,1111 " ,s , st ti hsh< d ,,t I l nt1 t ti, 1! ,, 1 111 I I t 
tl\c,·1,,111ttl111bl1 rtlttl\,h 1'1<1rl ttl\\thttsfrtt 11u1t, f t 
111,q r ol," 11nt, a11 1 ,111111,1 11 .11ul 1 ,t 111 l' t t ,,11kh I, 1 t 1 t r r 
011t < tit •nl\ ,,,1, t t tl,11 ltul • I \t tlu 11 n11 I r th 11 t 1h ,lr 
It.tot 011c t 1t, •01 \ 111 I,\\ th, r, 111 II, lud, ,I tltt It I t I h 1 t l 

I Ii,• ll\t ,.ttt 'OT Is of, •1111 I 11.'llt s, III I\ l c· 11111 1111 t 1 I ti fh f II \ 
1 l \ , / I 11td ontr ill , OH r"tl th , , 11t1 d pt , 1 111 I I I t r t lh 

() I t I IL \ " I ii I Lt I l ' II tJ I I t I u ' 
' I'"/ c. ,/ , 1,tr ct t, 1t 1th, ,, <nl11l 11u\l 1t 11, l,11t 

st 111l1 dh .ill ol till' ,1 tt t1 Ltd , 111!11 •, 11 1,, "l11lt 11 fl t1 

I I lltlll l I It I 

, < • < ,, ,,! , 11 t (lt t , , , 11 d t 1 11 , , , 11 t I I I , , " 1, r , 1 1 t 1 

.J !1111 ,u11t1.1d did llt•t t1J\1r ,,thtr ill cl tit ,,,1t1tl 1r, 
th•11,111,d,t 1t11, ,1111,s 1J.otlt.l,11t,,.t,"lll1t1t1tl< p1,ttl I 
p111\ l nlil dt lt11111ll \\Ith 1c1q 111hl, c,,t 11 t, \\I t tlu l\\ I l l 
101 t .1d1 111 tit, , 1111 1 ti 1tu11, . 

. '5. l',•t•r c,H1lr JL l l.1tlul to , t ut,1L11 :ill tl11 , " ut1.1l p1 , 1, ,J11, 111d ,, 1 1 
!JI ,h cl, I I< 1, Ill .1, tt, llt1I II ,ii l ,,11t111 ., lit It' 

1 lu t l1rc, tit,· •1111<·, 111 dt 1111," 111 I\ h, ,u111111 t11 ul hrr fh , I lit"' 
\ I 111 ,d , r,11ti,ll l \\,1, , I, ,111' I\ 11th 11 ",1d1h 1111 I 1~1 1u,I t d I t ' I J I 

!11 d1fltr 11! 111lt1prtl 1111 ,11 , 
B. < /,•,Jr nllltr 1ct 11111lil 111 111ul,1,t •lld. 111t.Il1g1blt•. pl 1111 1t1 I ,,1th ,ut, n< 11, 

,llllltl' till\ 
(' ( 1/ ,, 111, 1111tr 1, I \\ ts 11111 , ,1s1h 1111d, r t ,d 1111111l< 111 d It Ill I! I II l 

,11111 I '11011 \ Oil ( 111d.d tit lll~. 
'I I"' , , 1 q1l, t, 11< ,s ,111d , I, ;1r111•:,, e,r 111,•, ,, t "' , u111l1111t 1 11 t 1 1•11t 11111 IL fl 11 
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( .532) and repayrnen .. ( .529) probably ,vere via the purchase price 
variable. It could be r sone<l that buyers ,vho purchase better (higher
priced) land, having l larger net ,vorth ( .286), could have made 
larger do,,·n pavment and larger annual repayments. The negative as
sociation ,vith the N\\ PP ratio (-.184) was probably due to the influ
ence of purchas1.. price on the ratio. 

Doten Payment 

The an1ount of the do,vn payment vvas correlated with purchase 
price ( .79S), as "e have seen. Do,vn payment vvas also correlated with 
other financial factors, namely, repayrnent schedule ( .651) , DP PP 
ratio ( .535). price per acre ( .532), and net ,vorth ( .375), and ,vith size 
( .-1:3,5), kinship ( .275), grade ( .190), and negatively ,,ith length of tern1 
(-.173 ) and ~\V, PP ratio (-.176). 

The positive association of do,vn payment ,vith repayment schedule 
probably arises because of the joint association ,vith purchase price; 
other"·ise, as the do,vn payment increased, the repayment ,vould de
crease-a negative correlation, ceteris pa rib us ( other things remaining 

value to make them usable in the an'.llysis. The following cross-classification 
table was set up and the indicated values were assigned to each cell. 

Completeness Clearness 
A B C 

1 . . . . . 13 12 11 
2 . . . . . . . . 11 10 9 
3 9 8 7 
4 7 6 5 
5 5 4 3 

This combination of completeness and clearness resulted in eleven possible values, 
ranginc; fron1 three to thirteen inclusi\'e. 

The element of judgn1ent in such a system of grading is obvious. l'Or example, 
whether the contract provisions are lucid, clear, or ohsctue is subject to the 
jud~ent of the researcher. ln addition, rigid counting could not be applied to 
the completeness criterion for a contract could be exceptional in completeness 
without containing one of the normal contingencies, for cxan1plc, ins1Jrancc ,\011lcl 
not be in\'ol\'ed on land without buildings or perhaps ,vith onl:, a ~mall builtlin~ 
as a comcrib, and interest rate need not be included if the partiLs a~reecl that 
no intere~t ,vould be charged. Furthermore, a ju<l1~:mcnt is in\'oh ed if a pro\ision 
was so brief or so vague and ambiguous that it is debatable whether the provision 
was in fact included. 

The average grade of the 154 contracts ,, as 8.5 of a possihle mall.iJnum !:{Tade 
of 13. The distribution of the grades was as follows: 

Score Number Score l\'tnnher 
3 9 9 17 
4 ..... 10 24 
5 . . . . . . . 10 11 24 
6 8 12 3 
7 . . . . . . . . . 18 13 6 
8 . . .. . .. . 35 

154 
(115] 
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unchanged . 'rhc correlatio11s "ith I r e: pl r .icrc size and net \\ orth 
are lik1·,, i,l' prob.ihly tied up 1n the f n,u1cial arran~t: nienb complex. 

It niight h,n l lll t n c \pectt d that do" 11 p::l\ 1ncnt ,vou Id be correlated 
positi, ely ,, ith kinship. for parcnb rnight h.n e rLcpiire<l re lath ely 
sn1,tllcr do\\ n pa) n1ents and str,lngers might ha\'e required relatively 
Lu ~er do\\ n p.1, tnt nts. The coefficient \\ .1, positi, c rather th 1n oega
th t·, and ,111.1h sis of , arianef' .ilso 111cliL:1tcd a signific,1nt dssociation, 
the 1ne.1ns b<·1n~ S3.SS5 for 1el.1ti, t's, $6,-H'll for fncncls, and $6 79-1 for 
strangC'rs . .\bo the larger do\\n pa) 1nenb n1ight ha, e been expected 
t(l slior lt:11 tlil· lt·ugtli of thu It nn, ,u1d tins \\ a-. sho,, n ln the ncgati, e 
correlation. The negati,e correlation of -.176 sho\\:, that thL lar~er 
the do,,·n P·•: 1nents the lcl\\'Cr the r,1tio of net ,vorth to purchase price. 
This r,1tio is strongly influenced by the thirt, -sL'\'t'n buyers \\ hose net 
"orth \\ as r;reater than the purchase price. 

,\ 1 t \\'cnth 

N~t \\ ortli \\'as corTt'late<l positn·cly \\'ilh se, en ,·ari,1bles. The associJ
tion \\ 1th the> !'\\ \' PP ratio of .599 ,v,ts C\.ptx tcd. bu) crs \\'ith J.1rgcr net 
\\'tH ths do nllt buy proportionately n1ore t•xpensi\'e f.11n1,-the net "orth 
of st'\'t•r,11 l>uyt·rs e\.l'<'<'tlt>d tlic purcha~e pnce of their fann,. Although 
lH1~'l'rs \\ 1th l.ng:cr nl't \\ ortlis did not hu,· propo1tio11atcly l11~h0r-priced 
l.1rrns;, the·, chd lt·nd to h11) the higher-pnl't d t.1r111, 37 2 ind the, 
1nade l,trgt r do" 11 p.1~ llH'n!s ( .~173) ,111<l l.1r~er ,111n11:1l repa, lilt nt, 
( •l~S ). 1 IH·\ alsn p,1id a higher prit e pt·r .1cn· ( :2S6) tor lan!L'f fanns 
( .165 ). 'l lu slight ll'11clt·11c, for nltlt•1 h11~ t>rs tn li.1, t' ,ltCt11nul.1ted 1nort' 
net,, urth i, al,o not< cl ( .1.,7. at ,1hout tlH• 3 pt r C't'Ilt le, t I). 

Ratiu-Do1ct1 Pay111c11t l'11rcliasc I'ricc (DI' /I'I') 

1'he l)P PP r,1tio is correl.1ted posith ely \Yith four variablec; ·1nd fll'ga

tivl'I\' "ith nne , ,1rinhle. Thr r.1tio·s correl.1tinn ,,·ith do"-n p,1,·n1cnt 
( .533) app1•,1rs ln hl' inll11enel'd bv do\\'D pa, rnt'nt and not h) purchase 
pntt', p1dgi11g lrn1n tht• si1nph· llHTt•l.1tHn1, of .513 ancl .(l53. 1cspPc
ti,·l'ly. Tlie l)P PP ratio sho" s a positn ,. reL1l101vd1ip \\ 1th k.in,hip 
(. 105 ) , ,1nd .1 gc ( . Io I ) , t lit• lat I IT .it l ht' 5 pt'r Lt 11 t h , l' I. l t \\ 011 hl -.eern 
that thl' 111on· n·n1olt' the kinship heh, t't n lnt) crs .1nd st>llcrs, tht' higher 
sl1011ld ht• the ])P PP ralio, a,;; ,l1<1\, n h, tht' col'fficicnt of .105. This as
!>oci:1tion ,v,ts found like\\ise in thL' an,tl\'sic; of \'a1iance. \bo. the older 
h11v1 rs \\ 1'1t. ,1, l':xpectecl, in pn-.:ition to n1nke rl'l,1tively higher do,,-n 
pa,111t•nh (.IGI). 

Th,, cnnel.1tion nhn sho,,·s a po.,sihle .1ssociation het\\TC'n DP PP 
r.llin .111d r.1(1' of interest ( .15!l. h.1rch .1t tht• 5 per cent It ,·l'l). This is 
surprisi11g. If cliffl'rcnct•s in I al L'S nf inll'tL',t u c· duL' pri1n.1rily to risk. 
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1t "ou]d be expected that the hi~her the do\vn payment in relation to 
the purchase pri<:<' the lo,,·er tht> risk and consequently the lov;er the 
rate of int<'r(·st. l'Ju.' opposite results indicate that other factors might 
havP been more important than risk, as measured by the DP PP ratio, 
in determining the r::i.le of interest. 

The negdti\ L' co1relation of the DP PP ratio to length of term ( -.279) 
indicates th.1t tli(• b11yers \':ho n1ade the smaller do\\'D payments in 
proportion tn the price of their farms arranged for longer terms in 
'"hich to complete p,1ying for their farms. This indicates a safety factor 
of ,·<tlue to both ~ellers and buvers. , 

Ratio-\'ct ,,·orth/P11rchasc Price (\1,\'/PP) 

The ratio of net ,vorth to purchase price increased as net ,vorth in
creased ( .599) but the ratio decreased as purchase price increased 
l -.:2.SS). The correlations \Vere accounted for, at ]east in part, by the 
ratio b,,ing calculated by using these l\YO variables. N\V PP ratio is 
also as~ociatt>d negatively· ,vith price per acre ( -.184) and do\vn pay
mf'nt (-.176), both h et-vccn the 1 per cent and 5 per cent levels, and 
size ( -.214), at the 1 per cent level. 

Rcpayn1cnt Schedule 

1'he a1nouut ol the- annual repa~ 1ncnt ,vas correlated positive!) \\ ith 
purchase price , .◊65), do,vn pa_yrnent ( .651 ), p1icc per acre ( 529), 
size (.51S). and net "'orth (.42S) and negatively \Vith length of term 
( -.153, at ahnost the 5 per cent level) . The observed close associations 
of the st'\ cral items of the financial arrangements are noted again. The 
,1,,oci 1 lions are so important as to negate largely the expected high 
negath e correlation bet"·een repavment schedule and length of term. 
The nPgati, e correlation is in the right direction, but it is slight Iv belo,v 
si~n1fic.1ncc at the 5 per c<>nt le,·el. Its lo\v value indicates that other 
f:-1ctors caused 1n11ch variabilitv. , 

Th(' t orrc-la tinn of rep,1yn1ent and net "orth might have heen ex-
pt~ctecl to be nc·gative. for larger net ,vorths should ha, c permitted 
lnrgt r clc)\vn payments ( .375) and larger dn"il payments should ha\'C re
duced tl1e ann11 .. l repay1nents, hut they did not-the correlation ,vas posi
~i, e ( .651). 1-ligh correlations of purchase price ,vith these n,·o ,·aria hies 
.ind ,,·ith price per acre and size \vere noted. The correlation \Vas posi
ti,·<', tlu ref ore. bchveen repayment and net \\'Orth. 

T.cn~tli of Trnn 

Thf' negath e < orrelations an1ong length of term and DP PP ( -.279), 
kin-..hip -.lS1), do,,11 l n1nct1t (-.173). and n'p,1,n1t:nt sth1·d11le 

[ 11 i] 



..-----------------------------------------'!',_ 

( -. l.~3) Sl'l'n1 reasona hie. :\-.. the length of the term increases. the DP PP 
ratio should df'cline, <lo" n payment should dl'l line. kinship should be 
closC'r, ( confinnC'd by sin1ple c,irrelation but not by analysis of variance). 

and rate of rcpay1nent should he lo\\'er. The,c fe"' and relatively lo\"' 
sin1plc corrt'lations indicate a IO\\' le\'el of association beh\·een length 
of lenn and the other factors. 

lntc rest Rate• 

l'lie rate of interest specified in the land contracts \\'as correlated 
posithl'l) \\ilhkinsh.ip (.:2S3).i;rade (.160).DP PP (.156),an<lknov-,l
t'dgt' (.1.5.5)-all excl'pt ki11.-,hip at ne,u thL 3 pl'1 cu1t lt~\el. The au,d) 
sis ol ,ari.111ct· also sho\vccl ,1 "~nilicant rt·lalit111,lnp bet,, tt·11 intC'r<.:,t 
and l-.insl1ip. It ,, ,l'- e,pectecl that relati, ts \\ oul<l charge a lo,\·er rate 
of intt n·,t th,111 strangl'rs. ancl th.it the in1pact of kinship upon interest 
\\·111t!d b1 sho" n to be signifil',lllt hy the analysis of , ar·ance. The lo,v 
currel.1tinns hl'l\\ t'l'O intcr<'st ,u1d tlil' otlter , ariJhles. none of \\ hich 
\Vas signifi(',tnt at the 1 p1'r cent It, el nnd so1ne of them 111st helo\V the 
5 p1'r tent 11 \'t'I n1l',1n th.it the ralt' (If interest depended hea, ily upon 
factnrs not 11S1'd in the an,tl\'sis. 

Sr::.c of Fann 

~1 c of f.1nn ( in acn".;) ,, ,1, po,1tl\ el) correlated ,vith se, en \ nriahlL'S. 
Tl1e l11~l1<'st corrc•lation:-, ,, 1•re ,, 1th purchase price ( .650). repa)ment 
( .. SJS. ,1ntl do,,n p,t)llll'nt (. 13,5 ). These associations \\'Otild be ex
pct'tccl-tlic la1 e;1·1 Lun1-.. :-.nld ,1t higher prices for \\ luch the buyers 
rnndl' l.tn!,t·r do\\ 11 p,1, 1nenh and lare;er annual repayments '\egative 
(·111-rl'l.1tio11 ,, ith tl1e '\ \\ PP ratio ( -.214) prohabl) arose out of the as
s11ci,1ti11n "1th p11n h.1~1• pric1•. lt could he cxp<'cted also that the buyers 
,,01ild p11rc.li,1,<· larg,·r t,nrns as their net ,,ortho.; 1ncn•,1-.Ld (.16.~). that 
th,·, ,, u1dd knn,, rnon' ~1ho11t the la,,• and their contracts ( .l~)-t ). and 
tit.it tli1·ir l'Ollll,H h \\1Hild l)l• rnorc cornplete and clearer (.16.5). The 
,1,..,oci.1ti1>11s sten1 n•a,11n,1hl1•. 

Bl1 ) ER \TTRIBliTES 

\e;, • nf tl1t· h11)11s ,,,1-; ao.;sociatecl \\'ith kin,hip (.2:29). shO\\'Il b\ both 
th1' c1111t L1tion l'lll'fficient and tht• ,u1,1h sis of variance. \\'ith DP PP 
(. lh-1) ,ind ,,itli net ,,·ortli (.1.57, at ahout the 5 per cent level). It ,vas 
not ,111 pns.ine; tl1at tl11• , tH1ngt•r h11yl'rs "ere n1ore close Iv related to 
tl1l' ,('ll1 r., tli,111 lh1 old11 IH1,·cr'> th.it 11l't ,, orth i11cn ,1,l'd as tht> hu, ers' . , 

,l~t incr1•.1-;ecl, ancl that the : ounger bnvers pai<l do,,n a smaller pro-
portion of the p11rch.1se priC'l' than did Lhe older b11yers The age vari-
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able, lio\\'e,·er. did not hrn <:' a major impact upon the Janel contracts as 
shn,, n h~· the h·,\ ,111d rll ltively lo\v simple correlation coefficients. 

Rrlationship u it/1 S( llcr K 1ship) 

Kinsl1ip bet\\Cen -,ellc1 :-in<l bu,er \Vas correlated significantly \vith 
inure v.1ri.1hle-; than ,111, other \'ariable except dO\\'Il payment. Unlike 
do,\ n pay1nent. ho,\ e, er none of th<' simple correlation coefficients 
\\·en· high. 1·1ie pn:,iti\ t con·elations \\'ere: DP PP ( .405), interest 
, .:21'3 t. do,, 11 pa) rncnt , 27.5). age l ,:2:2l)). kno,,·l<'d~e l .2:26). and ~rade 
( .:20:3). Tlie negative corn'lation \Vas \\"ith length of term ( -.183). 

It ,,·as anticipated that buyers \vho \Vere related to sellers \Vould 
rn.1ke lo\\< r do,, n pt1) n1ents in relation to purchase price than non
relath l "· their interest charge \\'Otild be lo\\·er_ their do\VIl payment 
\\·011kl he sn1allt•r thPy "oukl attain o,vnership at a younger age, they 
\\'ould k-nn,v h ss about the l.1\\· and their contr;icts, they \\'Ould have 
long< r tt·nns 1n ,, h1<:h to repay the h.1lance of the purchase price, and 
tht•ir l011t1a(ts "011l<l he less clear and cornplete Sonic of these associa
tious sho11lcl -.l'r, t:-' as \\'arnings of thl' need for relati\'es to be more busi-
11t·s,l1k<' in tlrl'ir d<•a lin!!;. 

Kinship \\'as slio,,·n to ha, t.' a significant relationship ,Yith many of 
th,· ,an1e , ,11 iah\ec;; in the analysis of \'arianc<". Variance among the 
111<'.ins "as si~ndicanl for l)P PP. interest, do,Yn payment, age, kno\vl
t'd~<'. ,111tl (!r.Hlc. Tl1t' .tnalysic:, of \'ariance. ho,,·e,·er, \\'as not significant 
fo, lc·n\!th of tt·rn1 :-is ,va-; the sin1ple corn·lation at the 5 per cent level. 
\n.1h sis of , ari.in(c' clicl not re,·eal significant relations bcnveen kin-

.,J,ip .ind ,n1,· of the· other ,·ariahlt>s-the same findings as the simple 
c 011 t•lations 

1'1101t ll'd!!,r' of Lorr and ('nntrnct 

r lit· b,n I rs· lno,\ lt•dg<> of the hl\\' go, emin~ land contracts and of the 
t t nt, nt of c11nt1ach, ,ls 1neas11rcd hy ans,,·ers to thirteen questions, \\'as 
to1nl.1t1 d po,iti,,·l\' \,itli kinship ( :2:2fi). !_!;rade ( .~03). size (.194), and 
1.dt of i11t,~n -;t 135 ). The anal~·s1s of ,an.1ncc for hnvers' l-no"·ledge, 
ho,ve,·er, did not fE'\'ea1 significant variance among tlie means for these 
or .111\ , .f tli1' nlhl'1 , ·.1 1 i,1hl<''-· 

·r111,,t• \\ ho hcn1c;lit larger Lums and paid higher rates of intt>rest mav 
\\ ('l] h.i, t' hcen n1orf' concerned \Vith the content of their contracts and 
tlH ir positic1n undt·r tlu• l.l\\'. \lso. thl' It\ cl of kno\\·lctl~e 1nay ha, e 
ht'l'll infhH'11l'Pcl sligl,tly hv the cnn1pl<:'t<>ness and clearne-;s of con
tr,11·ts. B11vl'rs' kno,,·lf'clgl"' ,,·as not a1nong the important variahles in the 
.tn ,h·,i, of .1,,ol'i,1tion. Tl1t• lo,v l<·v1•l of knn,\ \pc_lrr1•. as n1ea,11n cl h\' th<' , ... , 
a, er.1 gp st·(lre, ho,, e, !'l', is a 1na ttt-'r of consicll'ra ble concern. 
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Qt;ALITY OF CO. TRACT 

Grade 

The gra<le assigned each contract on the basis of its completeness and 
clearness ,vas correlated positi\ el~· \\'1th six ,,.uiables-four at near the 
1 per cent le\'el and t\\'O at the 5 per cent level. The grade of the con
tract increased as kinship mo, ed from parents to strangers ( .203). The 
buyers" ho ha<l the n1ore complete and clearer contracts also had more 
1-.no,, ledge of the la" and the content of their contracts ( 203). The 
n1ore con1plete and clearer contr,1cts also ,vcre associated ,vHh higher 
purchase price ( .196), larger do\\11 payments ( .190), larger farms 
(.165). and highLr interest rates (.160). ThL .inah-..is of ,,uiancc indi
cated significant relationship behveen grade and kno"·ledge and size. 
lt must he cnncluded that thl ~rade of the contr.ict ,,·as associated only 
"L'Ltklv \Yith tlH· other \'ariable~. 

T-\BLE I 
Characteristic:-, of \ 'ariablt s c:;L Iecte<l for Special Statistical \nalysis 

Rel.1ti1l'r to 154 In\\ .1 F,1rn1, Purcli,1secl b\' Land Contracts 
~ . 

\ ,ir,t1l It ldc11tif1 <1(1,HH 

l· m.tnc1.1l I ,ll tor,: 
P11rch "' pnce--

1 ot ti 
I\ r acre 

Do,, 11 p.n 111( 11l 

:-,; t \\ urth 

I>, ,, 11 p 1~ ment ourcha,e 

l •11t of H, a tffcm 11t 0 

l),llu, 
D II 11, J • r ,lLr 

I) II II 

D ll ir, 

pnc c l'l r n·nt 
;\, t \\ orth purd1a~e 

I fl\:l 

H p,;, neut , hcdule 
I t ncth of tenn 
l11tcfl ,t rate 
::-1 t of !.1n11 

Bu\ r \Itri! ute,: 
\ . 
H I ti 11,I ip \\ l th seller 

hi \\ ],,d l f l 1,, .1r1d 

Ptr 1:nt 
D II 1r, 

\ < r, 
p, r lt'lll 
\1 r , 

) r t I t, l I t 1 \ ,, \\ 

Cl 1 ,tit 1t1 r, l r I t, 
.:: fri d ,tr 

\It I ur, ol kro\\lt I I I cl 
ontr ct t f I 1 1 I pr , 1 1 n 

1 tr t I I I rar •• 
r, - I 

O, I l\ I C ntr t • 
< ,ride ,u-do tit \le ur of l, n: 

ot onlr t {,r 1 r.u,~ fr 1 1 to l 

° For a more detailed d:..scu< 100 of me.lS•H m t cmplO\e<l, 
page 111 

12 

f oto 

\/, (II 

2..'- 12~ 
1-5 

5 561 
- 011., 

l 

19 4 

JI 5 
40 

1 ,.. 0 

-
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TABLE II 
Sirnple Correlation Loefficif'nts for Selected Variables 

Relating to 15-1 lo,,·a F,1nns Purchased by Land Contracts 
BUYER QUALITY OF 

FINANCIAL FACTORS 
ATTRIBUTES CONTRACT 

Purchase Price 0 z ,0 ,0 Ill ,0 r - Ill )> ~ ,0 Cl;,,:: 
:, :, :, 

0 .,, GI Cl n .,, .,, - .. 10 -·.,, - - ::r,, :, -- O.o 
~ - .,, .,, .,, JIii 

-I .,, 0 0 '11 Cl 10 ~ - (')~ 

0 
.,, :, ~ i i 

O.-.: - 0 111-· o-

- ... 0 ~3 ;;r "' 
... .,, 0 :J .,, 

a, 
.,, ... _:, 

)> Cl ~ 0 z .,, .,, 0 
,, -"' 

_o. 

-< :, ... ,0 GI .,, ;;r -,IC 

n ;;r ~ 
Cl.,, 

Variable ldentlfications t 
., 3 

.,, ... -I Cl ... ., -· 
.,, ..... - 3 

,, !lo .,, .,, ..... .,, .,, .,, ., ... 
:, .,, - .,, 3 r 

GI 
~ 

Financial Fa.:tors: 
Purchase price -

Total ,......, 
Per acre .585 · • 

>-' 
1-:., Down paymenl 79s·· _532•· 
>-' ____, Net worth .372· • .286· • _375• • 

Ratios -
Down paymC'nl/ purchasc price .053 .119 .535 ' .076 

Net worth / purchase price 2ss·· - .184' }76· .599· • .068 

Repayment schedule .865 • .529' • .651 • • A28'' .021 -.141 

Length of term · 01 :1 .0•15 173' I 112 .279· • .091 153 

Interest rate -.007 -.083 .039 ,043 . I 56 --.010 .053 - .084 

Size of farm .sso·· . 147 e435•• .165' .07fi - .214•• .518 .. 049 .029 

Buyer Attributes 
Age .106 .057 .140 157 .164' 09:l .145 -030 .107 .040 

Relationship with seller .088 .018 .275· • .034 .405" .041 .083 - .183· 283' ' .048 229'' 

Knowledge of law and contract .122 - .016 .103 .028 .059 - ·.102 .082 .063 .155 .194· .048 .226' • 

QuaUly of Contract: 
t,radc .196' .072 .190' .034 .043 -.11:l 094 .071 .160 ' .165· .067 .203' .203 ' 

- -
• Slgnlileant al 5 per cent level 

• • Slgnlilcant at 1 per cent level 
For ('haracterl,llc-s of varlahl<'q ~ee Tahlt> I ;ind luot1101,, J!lfi ~, nrt 1911 , p.igt•s 111 and 112. 



TABLE III 

\n,th ..,j~ of \'ariance for Selected \'ariables 
Helat111~ to 15--t Io,va Farms Purl'liase<l b~ Land Contracts 

\ aria/ fl' 
Id, rit1f1u1t11rnl 
I 111,111L1:1I I .,ctm,. 

1'111 h.1,t· l'rict• -
'l,1t ,il 
1'1 r ,H w 

I Jo" n p.1, 111, 11t 
"-• t \\ ortli 
H:1t111, 

) ), I\\ 11 r 1 \ 11\l'Tlt p1ud 1,l't priu~ 
:\, l \\111lli pun h,,,1· pnu• 

H,•p,1\ 111111t ~•ht, luk 
I., 11~th ,ii t, 1111 

l1,lt'rt ,t 1 1t, 
Sin "I l.11111 

1111,,1 .\t11il11t1,. 

\ ''l ~ 

lh l.1t111n,hip "1th ~ellcr 
1'11"" lul)!.•' uf \.1\\ ,lll( l l(1lltrJd 

l huht,· ol ( l,ntr u:t 
' . 

C r;Hle 

[)1\Cr( t, or ( ontrrt cd \ <1rwl1lc~ 
Ki11~/11p Knoul ii.!.£ Grad,· 

s 

s 

s 

s 

s 

s 

0 
S ind11 ,1tes s1~nifH.ant dq~ree of e\1)lanation for van,u11e a1no11g tht' me.,n, at 

th,• 1 per l'l'lll It•, d 
I Fm cl1ar,1dl'nstlt~ nl \'anables st·e Table I an<l foot11otes 196 and 19S, pagt's l ll 

,1nd 112. 
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