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BOWAN, Circuit Judge.

Chapter 13 of the Bankruptcy Code requires that, before
approving a debtor's plan, a bankruptcy court nust find that "with
respect to each allowed secured claim. . . the value, as of the
effective date of the plan, of property to be distributed under the
pl an on account of such claimis not |ess than the all owed anount
of such claim"” 11 U.S.C. 8 1325(a)(5)(B)(ii) (1994). W have
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interpreted this statutory | anguage to require that such cl ai ns be
"val ued under the "market rate' approach” and receive a mar ket
rate' of interest." USDA v. Fisher (ln re Fisher), 930 F.2d 1361,
1363 (8th Cir. 1991) (Chapter 12). This case requires us to
exam ne the neaning of a "market rate of interest.”

(1Y

Ral ph C. Roso filed for bankruptcy under Chapter 13. The
United States, through the Farmers Hone Adm nistration (FnHA), is
a secured creditor. In his plan, Roso proposed to retain
possession of his property and repay his debt to the FnHA (as
reduced under his proposed plan) at an interest rate of 6.5% The
FmHA objected to the plan, arguing that 6.5% is bel ow the market
rate of interest. The Bankruptcy Court confirned the plan over the
government's objection, and the D strict Court affirmed the
Bankruptcy Court's deci sion.

In the hearing before the Bankruptcy Court, which was held on
July 18, 1994, the governnment offered the testinony of Rodney
Hogan, a farm |loan specialist enployed by the FnHA Hogan
testified that the FnHA has two rates for real estate and secured

chattel | oans: a subsidized rate for beginning farnmers and a
regul ar rate. Hogan testified that as of July 1, 1994, the two
rates were 5% and 8% respectively. He also testified that the

interest rates offered by commercial | enders varied between 8% and
11% depending on the length of the repaynment term and the
collateral securing the | oan. On cross-exam nation, Hogan
expl ai ned that the FmHA nmakes the subsidized | oans to new farners
under a special program Under that program the FnHA first offers
real estate in its inventory to new farners at a subsidized
interest rate before allowing the general public to bid on the
| and. Hogan further explained that the FrHA woul d earn 5%i nt er est
on a loan if the FnHA forecl osed on Roso's |land and sold it with a
nortgage to a new farner, but would earn 8% interest if, after
first offering the land to new farners, the FnHA sold the land to
a buyer who was not eligible for the special program
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Roso, splitting the difference between the 5% and 8% FnHA
interest rates, argued that 6.5% is a reasonable market rate of
interest. The Bankruptcy Court and the District Court agreed with
Roso. The District Court rejected the governnment's contention that
a market rate of interest under Fisher is the sane as the rate that
woul d be avail able fromcomrercial |enders. The court held "that
the bankruptcy court was authorized to consider the unique
statutory position of the FMA [sic] in determning " market
value.'" United States v. Roso (In re Roso), No. Al-94-120, Mem
& Order at 3 (D.N.D. Apr. 6, 1995). The governnment tinely appeal s.
W have jurisdiction over this appeal pursuant to 28 U S C
§ 158(d) (1994), and we now reverse.

"I n bankruptcy proceedings, this Court sits as a second court
of review, applying the sanme standards of review as the District

Court." Jones Truck Lines, Inc., v. Foster's Truck & Equip. Sal es,
Inc. (In re Jones Truck Lines, Inc.), 63 F.3d 685, 686 (8th Gr.
1995). "W review the findings of fact of a bankruptcy court for
clear error and its conclusions of |aw de novo." Id. The

determ nation of the factors that appropriately may be consi dered
when cal culating the nmarket rate of interest is an issue of |aw,
while the final determ nation of the market rate is an issue of
fact.

W conclude that the Bankruptcy Court should not have
consi dered the subsidized interest rate available to new farners.
By definition, a subsidized rate of interest is not a market rate
of interest. It is arate of interest belowthe market rate. The
government adm nisters a program designed to assist new farmners,
in which the new farner pays only 5% interest on his or her FnHA
| oan. The 5% rate is below the market rate of interest. The
di fference between the 5% rate and the narket rate is a subsidy
provi ded by the governnent to the subsidized borrower. Roso does
not argue that he would be entitled to the 5% subsi di zed rate of
interest; to the contrary, it is undisputed that Roso cannot
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qualify for the FnHA's special newfarner program It is also
undi sputed that Roso could not obtain a loan at a 5% rate of
interest were he to seek a loan in the market. The best rate of
interest that Roso could hope to obtain, as shown by this record,
is 8%

In sum we conclude that the Bankruptcy Court's finding that
the market rate of interest is 6.5%is clearly erroneous because it
is based on an error of law. The market rate of interest within
the neaning of Fisher cannot be determned by reference to a
subsidized rate of interest offered by the FmHA to new farmers.
The judgnment of the District Court affirmng the judgnment of the
Bankruptcy Court is reversed, and the case is remanded to the
District Court with instructions to remand the case to the
Bankruptcy Court to decide in the first instance the market rate of
interest without considering the subsidized 5% rate available to
new farners through the FnHA
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