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August 14, 2008
Mr. Gary K. Van Meter

Deputy Director, Office of Regulatory Policy

Farm Credit Administration

1501 Farm Credit Drive

McLean, VA  22102-5090

Re: 
RIN 3052-AC42 – Proposed Rule, Funding and Fiscal Affairs, Loan Policies and Operations, and Funding Operations; Mission-Related Investments, Rural Community Investments
Dear Mr. Van Meter,
The Iowa Bankers Association (“IBA”) is a trade association representing nearly 95% of banks and savings and loan associations in the State of Iowa.  We appreciate this opportunity to comment on the proposed rules in 12 CFR 615.5176 to allow FCS lenders to invest up to 150 percent of capital in projects or programs in rural communities. 
The IBA has serious concerns regarding this proposal to significantly expand the ability of Farm Credit System (FCS) institutions to make rural community and venture capital investments that are well beyond its statutory mission in the Farm Credit Act of 1971 (the “Act”) to serve the credit needs of bona-fide farmers, ranchers, producers and harvesters of aquatic products, agricultural processing and marketing operations, and farm related business operations.  The IBA believes the Farm Credit Administration (FCA) wrongly relied on the preamble to this Act in direct conflict with the Act itself, as Congress did not provide FCS institutions with the ability to make investments so far beyond farming, agricultural or other authorized investments under the Act (the preamble cannot take the place of the plain language of the actual statute).  These unauthorized changes are especially ironic in the immediate wake of the recently passed 2008 Farm Bill, where FCA efforts to expand their lending authority from the HORIZON’S project proposals were not included in the final bill as passed by Congress.  As recent letters on this proposal from both the House Financial Services and Senate Banking Committee leadership clearly illustrate, when there is a departure from a GSE’s original mission, Congress should be the proper entity to authorize such an expansion.  
It is also interesting that this proposal defines “rural” as all U.S. geography outside of an urban area – set out as populations under 50,000.  This definition currently composes 89 million people in the United States covering 98 percent of the country’s land mass.  Furthermore, this definition conflicts with existing “rural” definitions under the Act relating to rural housing (populations under 2500) and water and waste disposal facilities (populations under 20,000).  Congress has clearly defined the term “rural” in regard to non-farm lending within the Act – therefore the FCA remedy to make these changes is to go before Congress to make changes to the Act itself.  
Gary Van Meter

FCA proposal, p. 2

The IBA also believes this proposal has significant safety and soundness concerns for the FCA and its FCS member institutions.  Allowing these institutions to “invest” up to 150 percent of their surplus for “rural” development unrelated to farming or agriculture ignores general principles of financial institution safety and soundness.  According to the proposal, this “limit” based on 2007 data would permit FCS institutions to invest up to $36 billion in speculative investments the FCA has little or no experience in evaluating for safety and soundness.  It seems incomprehensible to allow FCS institutions the ability to make investments in areas where it has no experience, no direct lending ability, or authority granted by Congress.  This fact alone should be of serious concern to the stockholder/producer owners of FCS institutions nationwide.  

To provide for this level of investment in securities or other funds that may not be readily marketable threatens the capital that Congress has specifically designated to support the FCS mission of supporting farming and agriculturally related businesses.  As a comparison, Iowa Code 524.901, which sets out parameters of allowable investments for Iowa state chartered banks, is much more restrictive than this broad proposal.  With all of the challenges facing the agricultural community in the coming years, such as skyrocketing input costs for grain farmers, high feed costs for livestock producers, and uncertainty for long term viability in the farmer owned biofuels area, perhaps the FCS institutions should concentrate their considerable expertise in the field for which it was chartered by Congress.  
The IBA therefore respectfully requests that the FCA withdraw its proposal for “mission related and rural community investments” for the reasons as stated above – and abandon this attempt to rewrite significant portions of the Farm Credit Act through regulation.  Thank you for the opportunity to comment on this important proposed regulation.  I appreciate your consideration of our comments and suggestions.  If you have questions related to this letter, you may contact me at the Iowa Bankers Association, 515-286-4300 or via e-mail,.

Sincerely,
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Robert L. Hartwig

Legal Counsel

Iowa Bankers Association
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