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Dear Ms. Pellett: 

The U.S. Department of Agriculture has received the enclosed letter. 

We believe the issue in this letter is within the jurisdiction of the Farm Credit Administration. 
Accordingly, we have taken the liberty of forwarding this letter to you for such action as you deem 
appropriate. 

If you have and questions please feel free to contact me by telephone at (202) 720-7100. 

Thank you for your assistance. 

Sincerely. 

~\W>~ 
Stephanie Proctor 
Correspondence Analyst 
Office of the Executive Secretariat 
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Deiii' Ms. Sarcbne, 

One ofmy constituents has contacted me regarding the FeA's Rural Community Investment 
program, 

I have enclosed a copy of my constituent's letter which outlines these concerns. I would 
appreciate it if you would forward any information you may have concerning this matter via 
facsimile (202-224-2125) to the attention of Erin Meade in my Washington office so that I may 
forward that information to my constituent. 

Thank you for your assistance. 

Sincerely, 

Russe I D. Feingold 

United States Senator 
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Dear Senator Feingold: 

J must state my very strong opposition to the FCA's "Rural Community 
Jnveslments" proposal. This proposal is iJlegal, inconsistent with 
legislative history, and transforms this retail government sponsored 
enterprise CGSE) away from its historic mission ofserving farmers and 
ranchers and their farmer-owned businesses. This proposal will barm 
fanners and rancbers and our rural communities. 

Congress has not authorized FCS to make loans for any ofthe purposes that 
the FCA outlines. For FCA to suggest that the financing ofactivities 
that would otherwise be illegal under the Act is consistent with 
congressional intent if these activities are labeled or considered to be 
"investments" is spurious. Instead ofwgering "mission-related" 
investments, tbe.proposal allows a vast array oftinancing for non-farm 
activities inchld"ing rC'StBUrantS;llotels, commerciafbuildings, 
manufacturing and any other purposes that FCA may approve in the future. 
This is a dramatic shift away from those the FCS was created to serve, 
farmers and ranchers, in favor of those activities not actually related to 
production agriculture. 

These "investments" are not simply supplemental credit that is additional 
or complimentary to loans made by community banks. Instead, such 
financing would displace credit extended by the banking sector. Therefore, 
it is illogical and misleading for FCA to suggest that these investments 
would not be the equivalent of loans. It is deceptive for FCA to suggest 
that the "bonds" FCS would use to tinance a wide array of businesses are 
something other than loans. 

I disagree that allowing FCS to fmance community facilities, 

transportation projects and other economic development activities are 

"mission-related" purposes Just because farmers may live in rural 

communities. The vast majority of populations living in rural communities 

are not farmers and the activities financed would not be primarily of 

benefit to farmers, but the general popUlace. FCA's suggestion that 

"farmers-may indirectly benefit is.uidiculous rationale for-the proposal. . 

The proposal also wiJI cause great harm to our rural communities as FCS 
lenders will usurp huge amounts of financing from the community banking 
sector. fCA states this siphoning of bank finance will be over 535 
billion in the first year of the program. In a decade's time. at current 
gl'9wth rates, the amount oftinancing siphoned away from banks and geared 
exclusively towards non-farm purposes could equal or exceed the FCS's 
current total Joan volume and far exceed the current level of loans to 
actual farmers. As FCS lenders cheny-pick the best financing 
opportunities away from the banking sector, many banks will be forced out 
of business as they lack the tax and funding subsidies of FCS lenders. 
While FCA Iypically socs to areat length to suggest the banking sector 
isn't disadvantaged in tenns offederal subsidies compared to FCS lenders. 
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intended to be general purpose lenders and therefore it makes no sense for 

FCA to adopt broader policies targeting non-farm purposes than is allowed 

for the banking sector. The proposal also would allow the mixing of 

banking and commerce by a OSE. Congress has historically prohibited 

mixing of banking and commerce due to conflicts of interests. 


The practical result of FCA's proposal ;s to make the congressionaJly 

intended limits in the Act meaningless, Any illegal loan or financial 

activity could be determined by FCA to be an investment and therefore 

legal. FCA's interpretations would become supreme while the actual 

statute would have little or no significance. Congress rejected FCS 

efforts to gain expanded powers as part of the farm bill. Congress did 

not add FCS expansions in either the credit or rural development titles of 

this bill, an unmistakable indication Congress did want FCS institutions 

to be general purpose lenders, FCA could have consulted with Congress on 

rural development policies but chose to wait until after the farm bill's 

completion to bring forward this proposal, a very curious approach if 

FCA's goal was actually aimed at enhancing rural development. 


It is quite troubling that FCA defines "rural" as communities up to 50,000 
people. The Census Bureau defines rural as towns of2,SOO or fewer. In 
contrast to the proposal, the Act itself limits non-farm financing for 
rural home mortgages to towns of 2,500 or less and for water and waste 
disposal (essential community facilities) to towns of20,OOO. FCA's rural 
definition would allow FCS financing near large cities, while ignoring 
financing in remote rural areas, This proves that the proposal is not 
really intended to address any real capital access issues that may exist 
in rural areas. The proposal's real goal is just to expand FCS powers as 
broadly as possible. 

Congress granted FCA basic authority to regulate investments to ensure FCS 
lenders can manage their liquidity requirements and interest rate risks on 
their balance sheets. In contrast, this proposal allows FCS lenders to 
make currently illegal loans if they are labeled as investments, 

This proposal is unwarranted and would harm rural America by displacing 
many community banks. It also puts the hard earned capital ofthe 
System's owners at risk and allows for an arbitrary and high level of 
System capital to be funneled into investments which displace banking 
loans. Suggesting that this proposal will benefit the banking sector is 



------

misleading when FCS and FCA have not sought to discuss or~~~e)~pH\J" I ' ,J • 

proposal, in coordination with ~e,~"~,i.~~ ,C~W~,~?i?,,~.:Ij.!s}, ~')'.'d)~ I:; .:;::. 'iI'11.1: .' ". 

self-serv!ng p~oposal that ~CA IS tJylng'~ dlsgui~Fiwl~,~~;ap~~~c;/r,1 r; ,~G:'; :".''') ",; 

ofgood intentions, There IS already a flE:?Clb}~,.flo~ 9.[cJ:.edll1~"J!Jr!lI .... , ', ..;", .. ,., " " , 
"'. ;America and FCS itself testified to Con'" "55"I&$t ear tJ:iat~ffiere an! nCi"" .", ~.' ..,,' "/,, Y.' ~I; ·":l' • . I'·"sn;. ,.' .! '.,' "/ 1- !r, "1'l",r'!'~'" n" '1'''' ,,'! '. ",," " " 

credit gaps in rural America, Congress has. ~ot.au~Oi~~'FC:~,~*i.ti~,~lo;: ,;.:: ..:":':;,,,.,. , . .':: :;.'. fI'.' ,.1 

be broad-based rural development lende.rs:,l11~ proposal ,is'hlcOns,isteot .. ¥, ,., ..._., • "I •• ,'. 
~" ..

with legislative history and the F~..Credit Act. ] xesp~Ctfulfy t~9u~~L ..', "' •. ;. ,.':';"'!.'! ,.:: 
that FCA withdraw the proposal. ' . ' . t ...". ,", , :,,'. ' , ' 

"J .' •• '.\'J ....,:~!.·'1~ .. ~';fHt ••",.•. :t,;;.':.:~:I.· ',' 

Sincerely, 

:) 

, ." '. ,.' 

I,,' 

•• ' '1.""; ••.,. 11: 

,. -','·';"i,.':! !}"! .'..... 

.' ,~; :?J::-! r;' .,':;1 J' q'~r'~' <.: ~. ~ 'r 

.~: ; :.',', :.,! 'i.ii.! .~.;' )r~:; "I):) Lf 

d. 

' .... 
6 •••• 

" .: . '" ~.., 

r! ""I .... I··~i;.:,' "i.. L'T, ):) ""'I:'jti:'l:;il'~:)~ ;.J) q 'If,::i .,·t~:!· I 

:1"\;. .•. 4 ;,. 1 S .~ ;.,:;'!,.~ JI' Ii rf; .!·ll':)~: :',1 ...-:,';''1<':'" ': I~j,:' 
 t., 

,I ,.:.. ',:,' It· i!:t,:,~ ~:{"!~H', ,d~""r:li·l If: ;"r,'~ ~ "f~I:.· 

r~': 1':1. It: .. ,.'; ;,' .,;:,;. ;(:"I.;j'."'''!'"; Jir';'JJl;I': ::.' :; .... IF', I~' .:' .. 4:.;" 

,;' c' . i " i'" ,;::.,.tiJ ! (. ' ' • .:.'" :,ti,,' ~ .'•. :,: I" f~'~i.",.i' .:.,!~.Jq.'/:·!.~ :1.:'\ .;"~;\:' ,;.(; ,,! 

,1::<1 ilt".:! ~."t;iJ 't:,j'ii~ .:;f:l! J;u'~) ()} ::ao,l:> f:Jd ·~.}?:~t~.: :·~'r:t~,o!';-/,!..,I~;i'· 

.f::;~u:fl·"I~ .. .::b J') '!' . .J'/l.t .~i.~ ...'·.:·{t;'" ~~.~';: ;"'1:"';"1 ;_!H 'zd I"j~ ::t.',!":.:;; 
J I'. :''','If,i :"',H-'j/ t;:::.,t jJ J~/I;JJt;,:O hlli~J.~: ': .,~~;" :j ,\1: r t' , .\' 

:' ., 
: •..r'.' _,,' . ,'!" ".~~. :' I ~!' . t i: ,. '/') !I 

. ,'.. 0. ', ..1._ 

I : '.j!'. ~.;'. 
I. 

. : : f ' • •• • ,> !' ' ,I ,:' 

.,.. , 

.,' . ,. I ' ~ '1(' t: ,.1V~l, :if': ~f *', ., ~ 

.i,rl:;tJ!~t\l/I"'::; .~ ~!~::* .;,} : 'Ih 'f".,., 1". 

\: f .... : ;~t V,fl !;.,::I·,!,;fTl / .... ;J:";,;1 :~: I;I~ ;);.;::,f," 1.,/·;.: '.~''''.t"·~t.;··;lj'..,·I:' .'; !J:.,>·.-t;'11 

::'~:, 1::1'flP !,:,)mtn Iowr! ')rh ".IOI'i 1''.\;; ~l ,r-:;T: .<. ;r··!!! ... ·:.i .. : 
~.; i!i' ~ It.;,!' : :"!.' 'r,:;:::~f~ •• *<. t',. '. ~'(1~~ •• h.i,'; ;i~'l ! •• ," ;;'/11) : r.:. ":".:r 

I . 


