Gary Van Meter							July 28, 2008	
Deputy Director							
Office of Regulatory Policy
Farm Credit Administration
1501 Farm Credit Drive
McLean, VA 22102-5090

Dear Mr. Van Meter:


Local investments in rural America are increasingly critical to the viability of rural communities which support Agriculture.  The Farm Credit Administration regulation allowing for Mission Related Investments offers the opportunity for Farm Credit Associations to work in collaboration with banks.   Locally-led investments through local lending and investment institutions are more of a challenge today.  Larger long term, fixed-asset based investments like healthcare facilities, multi-family housing units and businesses are lacking adequate access to capital.  Large banks and their associations typically suggest capital needs in rural America are adequately met, but we know from experience that there is only a limited commitment to rural investments.  The AgStar Rural Finance team of six, with over 100 years of experience in rural economic development, knows there is a critical need for substantial capital and liquidity.  As a former Presidential Appointee myself in the Bush Administration at USDA, I have visited countless rural counties and communities and know the need for additional capital capacity is substantial. Our team also knows that a model of collaborative and locally-led investments significantly improves the opportunity for success in rural communities.  One time, large bank transactional deals approved for only the best credit risks doesn’t provide adequate capital for struggling rural communities, especially in this economy.

AgStar Rural Finance is head-first in the rural commercial market.  AgStar has invested nearly $50 million in rural communities using Mission Related Investment bonds.  AgStar’s commitment to rural investment is broader than any other Association in the nation.  AgStar also has over 150 banking relationships across rural America.  Inside the AgStar territory, AgStar Rural Finance (a division of AgStar) has visited over 100 community banks, developed a relationship with over 40 of those banks and expects to enroll around 20 community banks in a new funding source program.  We have visited over 400 communities in Minnesota and Wisconsin in the last 12 months, traveling over 110,000 miles, in an effort to understand the needs of rural communities.  As a result, AgStar had created a new funding source program for banks called Rural Funding, LLC.  Rural Funding, LLC, provides community banks access to our funding.  Nine banks are currently enrolled in Rural Funding today.  Investments in four Drug and Alcohol Treatment Centers managed by the State of Minnesota in rural communities have been funded through Rural Funding so far. Another large transaction in five rural communities funded by two Farm Credit Associations in collaboration with one community bank will soon close.  Over $50 million of pending projects are now beginning to move through the Rural Funding pipeline of which two-thirds will likely be funded.  These projects include rural healthcare facilities and businesses.  The opportunity to enroll began in earnest on January 1, 2008.  Community banks, through Rural Funding, have access to a funding source which allows the bank to lead investments locally.  It offers them interest rates often times a half to one percent lower than rates community banks can offer, and for terms up to 30 years (with a USDA Guarantee).  It also offers them the capacity to lead investments 3-5 times greater than before.  This is a substantial new opportunity for local investment in rural communities.  The banks that have enrolled call Rural Funding a “critical tool” for their bank.

The AgStar Rural Funding strategy is to work collaboratively with community banks on rural community commercial investments and allow them to lead local investments. Additionally, local, county, state and federal rural development based organizations typically partner in the investment through loans and grants.  Large regional and nationally-based banks do not need this tool, but often times discriminately pick through the best deals in rural communities.  Rural America and independent community banks need a funding source.  When utilized in collaboration with local banks, the permanent authority to utilize investment bonds becomes a critical tool to serve rural communities and community banks.  

The politics surrounding the Mission Related Investment authority granted by FCA is trumped by the business necessity. Opposition is built on old-school politics and a perception that we will be competing in a market with adequate capital.  This is an absolutely false premise.  There isn’t adequate capital in rural communities and there is an opportunity to utilize the authority through a collaborative community bank model across the entire Farm Credit System.  Large banks continue to cherry-pick deals in rural America.  Their strong presence in the ABA will continue to build political opposition based on typical arguments, while small community banks are unaware of the opportunity at hand for them.  Additionally, smaller banks will not likely speak in support due to fears of reprisal from other banks and the American Banker’s Association.  However, participating community banks in the AgStar territory are now realizing that the authority is critical to their own future.  Unfortunately, few Farm Credit Associations have utilized a similar model.  Therefore, few community banks across America will realize the potential value without more time.  Those without knowledge of our program will not know the opportunity of collaborative investment.  Many of the AgriBank District Associations now know the value a collaborative bank model offers and plan to engage community banks.  This will transform the relationships in their territory just as it has for AgStar.  It will also transform an adversarial, competitive relationship with banks into a collaborative investment relationship which provides significant capital capacity, long term fixed rates and lower interest rates across rural America. Unfortunately, even our participating local banks will not tell this story for fear of reprisal from their own peers and associations.  But the story needs to be understood by Congress and FCA.  The business case trumps traditional politics.  Nothing will change politically if we don’t begin to embrace a model which proves the Farm Credit System and Independent Community Banks can work together.  Withdrawal of the authority would be catastrophic opportunity lost for transforming the relationship with local banks and providing greater capacity for local investment.  We strongly support the entire proposed Mission Related Investment regulation.  Our model is proof that when the authority is utilized in collaboration with rural community banks, everyone wins, and the politics fade away.     

Sincerely, 

John Monson
Vice President
AgStar Rural Finance
14800 Galaxie Ave., Suite 205
Apple Valley, MN 55124
