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August 13, 2008

By Electronic Delivery
Mr. Gary K. Van Meter
Deputy Director, Office of Regulatory Policy
Farm Credit Administration
1501 Farm Credit Drive
McLean, VA   22102-5090
RE: Funding and Fiscal Affairs, Loan Policies and Operations, and Funding Operations; Mission-Related Investments, Rural Community Investments; Farm Credit Administration, 12 CFR Part 615; RIN 3052-AC42.
Dear Mr. Van Meter:
The North Dakota Bankers Association (“NDBA”) is a state wide trade association for national banks, state banks, and federal thrift associations.  NDBA has 86 members.  NDBA’s members provide full banking services to North Dakotans through approximately 300 North Dakota offices. NDBA strongly opposes adoption of the referenced rules and urges FCA to withdraw and permanently abandon the proposed them.[footnoteRef:2]   [2:  NDBA acknowledges there is authority for FCS institutions to invest in Rural Business Investment Corporations.  Accordingly, this letter is not intended to address lawful investments by an FCS institution in a RBIC.] 

The Farm Credit System was formed and has been maintained for a limited purpose:  serving farmers, ranchers and other agricultural producers, agricultural processors, agricultural marketing operations and other businesses that are farm-related; FCS was not ever intended as system for making nonfarm commercial loans. The proposed rules attempt to thwart the limitations of the Farm Credit Act and are difficult to see as anything other than an administrative agency flouting the will of the Congress which has repeatedly affirmed this limited purpose for the Farm Credit System and rejected efforts to expand its lending to nonfarm businesses.
A review of the legislative history of the Farm Credit Act of 1971, as amended, and the attempts  to change the law so as to expand FCS authority to include generalized commercial lending  in communities with populations fewer than 50,000 is instructive.  Although there have been numerous efforts to expand the statutory authority of the FCS to permit lending “beyond the farm” and for business enterprises that are not closely connected with agriculture, Congress has been steadfast in its refusal to change the law  to accommodate FCS expansionist dreams and has, instead, reiterated that FCS exists for farmers and agriculture.  This view of the purpose of FCS was most recently affirmed by the exclusion of HORIZON project elements from the Food Conservation and Energy Act of 2008.  Yet by the proposed regulations, FCA would do by regulation that which the Congress has refused to do through lawmaking.  This approach is surprisingly arrogant, while the rules, if adopted, would be illegal because the FCA, as an administrative agency, does not have the authority to set, enlarge or change the mission of the Farm Credit System.  That power is held by Congress alone. 
The proposed regulations exceed the express authority of the FCA under the Farm Credit Act and will divert resources away from farmers and agriculture to support general commerce, now classified by FCA as “rural development”. Congress has said, “No!” to these plans because “rural development” is not the purpose for which the Farm Credit System was established and it is not the purpose for which the System has been maintained or advantaged by Congress.  Whether or not FCA approves of Congress’s decisions about the Farm Credit System, FCA must accede to it and limit FCS activities to those that serve farmers and agriculture directly. The proposed regulations fail in that and accordingly are not appropriately adopted.
We also urge FCA to take heed when commentators decry the proposed regulations as encouraging unsafe and unsound conduct by FCS institutions. Bankers are not “crying wolf” when they warn FCA that financing commercial  enterprises is risky business  even for those with the requisite expertise, and that FCA’s proposal to allow FCS institutions to “invest” up to 150% of surplus in commercial financing will jeopardize FCS farmer-shareholder funds and is not responsible supervisory action.  FCS farmer-shareholders would be better served by agency action to encourage FCS institutions to refocus on the continuing needs of farmers and agriculture, instead of encouraging FCS institutions to pass over farm and agriculture and unduly concentrate FCS resources in more “glamorous” loans and equity investments in whatever it is that FCA decides is “rural development” (something that, under the proposed rules is virtually indistinguishable from “commercial development” throughout the U.S.). The last thing agricultural finance needs is another GSE that that engages in exuberant expansion, permitted excessive concentrations, questionable judgment, under poor regulatory foresight and then needs to be bailed out.  
The Farm Credit System is not authorized to provide generalized financial services to everyone who lives and provides services outside of cities with fewer than 50,000 residents.  The purpose of FCS is to finance farmers and agriculture.  The proposed rules do not conform to that purpose and accordingly, should not be adopted.
Sincerely yours,
NORTH DAKOTA BANKERS ASSOCIATION
                     
Rick Clayburgh							Marilyn Foss
President and CEO						General Counsel
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