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Madame Chairman and members of the committee, thank you for the opportunity to 
testify today on behalf of Farm Credit Services of the Mountain Plains, ACA (Mountain 
Plains or Mountain Plains Farm Credit).  My name is Mike Flesher and I am Senior Vice 
President and Corporate Secretary of Mountain Plains Farm Credit.  Mountain Plains 
Farm Credit is a part of the nationwide Farm Credit System.  
 
My remarks today will provide some background on the Farm Credit System and our role 
in providing credit to agriculture; describe the various types of financing offered by 
Mountain Plains Farm Credit and the types of customers we serve; comment on current 
credit conditions, and finally discuss how we are working to meet the credit needs of 
agriculture in the geographic area served by Mountain Plains Farm Credit. 
 
Background on the Farm Credit System 
 
Established in 1916, the Farm Credit System is a unique set of 95 private institutions, 
including funding banks and direct-lending associations, all of which are cooperatively-
owned by farmers, ranchers, agricultural cooperatives, rural utilities and others in rural 
America.  We are chartered by the Federal government to provide credit and other related 
financial services to our owners and others consistent with the eligibility criteria set out in 
the Farm Credit Act of 1971, as amended.  
 
Mountain Plains Farm Credit is one of these 95 Farm Credit cooperatives.  We are owned 
by more than 1,319 farmers that borrow from us in Colorado.  My President and CEO, 
reports to a 10 member Board of Directors.   Seven of these directors are farmers elected 
by the members of the cooperative.  While we are required to have at least one appointed 
outside director that has financial experience, we have chosen to have three.  Employees 
are not permitted to serve as directors. 
 
There are 90 independently operated Farm Credit associations like Mountain Plains Farm 
Credit serving agriculture throughout the United States and Puerto Rico.  Every Farm 
Credit association is organized as a cooperative that is owned and governed by its farmer-
members.  Our Board of Directors is responsible for establishing our institution’s 
capitalization plan consistent with Federal regulations and for ensuring that management 
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makes available loan products and financially related services appropriate to the unique 
needs of agriculture in the geographic territory that we serve.  
 
Each Farm Credit association obtains funds for our lending programs from one of five 
wholesale Farm Credit banks.  At Mountain Plains Farm Credit, we get our funding from 
U.S. AgBank, (headquartered in Wichita, KS), which is cooperatively owned by twenty-
seven local associations. The five Farm Credit banks own the Federal Farm Credit Banks 
Funding Corporation (located in Jersey City,  NJ), which issues and markets to the 
investing public the Systemwide debt securities that are used to fund the operations of all 
Farm Credit System institutions.  Unlike commercial banks, Farm Credit institutions do 
not have access to insured deposits guaranteed by the Federal Treasury as a source of 
funding for our operations.     
 
Regulatory Oversight by the Farm Credit Administration 
 
All Farm Credit institutions are regulated by the Farm Credit Administration (FCA), 
which is subject to oversight by the Agriculture Committees of Congress.  The Farm 
Credit Administration is an arm’s length, independent Federal safety and soundness 
regulator.  FCA’s three member board is nominated by the President and confirmed by 
the U.S. Senate. The FCA has all of the oversight and enforcement powers that every 
other Federal financial regulatory institution has to ensure that Farm Credit institutions 
operate in a safe and sound manner.  In some instances, FCA has more authority than 
other comparable federal regulators. 
 
The Farm Credit System’s mission, ownership structure and authorizing legislation are 
unique among financial institutions.  For farmers, ranchers and the cooperatives that they 
rely on, it is critically important that our safety and soundness regulator understands our 
unique mission and what it takes to be successful in accomplishing it.   
 
Fulfilling Farm Credit’s Mission of Serving Agriculture 
 
Mountain Plains Farm Credit, like all Farm Credit System institutions, focuses on 
accomplishing the mission established for us by Congress: to serve agriculture and rural 
America.  We do not take our Congressional charge lightly. Our cooperative structure 
and governance is designed specifically to ensure that our lending and financially related 
service activities are driven by the needs of our farmer-members and to ensure that there 
is a reliable and competitive credit source available to agriculture that farmers own and 
control.  Our practice is to engage our customers in a consultative lending relationship, 
using our accumulated expertise and knowledge of agriculture and finance to craft long 
term lending relationships that are often delivered across the farmer’s kitchen table  
 
We understand that farming is not a short term investment for our member-borrowers. 
Our cooperative structure allows us to work with our farmer-owners with an approach 
that is not focused on achieving quarterly returns to impress investing stockholders.  We 
know that when we work with our customer-owners to help them achieve success in their 
business, our business will succeed as well.  Our lending relationship with our member-
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borrowers is based on constructive credit over the long haul — we do not enter and exit 
agricultural lending as farm profitability waxes and wanes. 
 
Distributing Profits to Farmers through Patronage 
 
Our commitment to our farmer-members’ business success is demonstrated further by the 
fact that we share our profits directly through patronage dividends with the farmers that 
borrow from us.  Each year, the Mountain Plains Farm Credit board of directors makes a 
determination based on our profitability and financial strength as to what portion of our 
net earnings will be returned directly to the farmer-members that own our institution.   
 
In just the past five years, Mountain Plains Farm Credit sent back over $42 million 
dollars in earnings as patronage dividends to the member-borrowers of our cooperative.  
During the same period, the Farm Credit System in total has returned over $2.6 billion to 
the farmers and co-operatives that own the System.  That is money that stays in 
agriculture and helps our members be successful.    
 
Farm Credit Continues to Make Credit Available 
 
The Farm Credit System provided almost $1 billion in new credit to agriculture during 
the first three months of this year.  Reflective of the overall economy and growing stress 
in certain segments of the farm economy, we are seeing demand for credit decline as 
farmers become wary of expanding operations, purchasing new equipment, or taking on 
additional risk at this time of economic weakness.   
 
Current Conditions in Agriculture  
 
Mountain Plains Farm Credit has not changed its lending standards in response to the 
current financial and economic disruption.  Let me give you some highlights regarding 
what we are seeing in Mountain Plains’ territory when it comes to the local farm 
economy and credit conditions. 
 

• Cow/calf operations make up 23% of our portfolio.  Lower feed and fuel costs 
will help lower breakeven calf prices, and we anticipate this segment of 
agriculture will experience average to slightly below average profitability in 2009. 

 
• Hay crops represent 14% of our portfolio.  Demand is strong for this commodity 

and the price is good.  The supply of dairy quality hay is down due to rains during 
harvest.  As such, a large supply of lower quality hay will put downward pressure 
on the price. 

 
• Dairy is 13% of our portfolio.  Low milk prices and high input costs throughout 

2008 have resulted in historic losses for local dairies.  We have contacted all of 
our dairy borrowers individually explaining the options for sustaining their 
business.  Milk prices will be determined by cow numbers, total milk production 
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and dairy exports.  Slaughter for the year is 12% above last year and we hope that 
the positive signs in milk futures will mean higher prices in the next six months. 

 
• In addition to the key sectors mentioned above, we also serve borrowers that 

produce stocker and feedlot cattle, corn, wheat, fruit, vegetables, as well as those 
involved in nursery and greenhouse operations. 

 
A Commitment to Serving Young, Beginning and Small Farmers  
 
The Farm Credit System’s commitment to agriculture not only extends to these typical 
farming operations, but also to those young, beginning, small farmers who may need 
some assistance as they start out in agriculture.  Every Farm Credit association has 
programs in place targeted specifically at meeting the needs of three special categories of 
borrowers, those that are young, those that are just beginning in farming, and those that 
are small farmers.  At Mountain Plains Farm Credit, we call ours the “AgVantage” 
Young, Beginning, Small Farmer Program. 
 
The AgVantage Program offers competitive interest rates and loan fee reductions, while 
maintaining our credit standards.  In 2009 we wrote over $77 million of new loans to 
Young, Beginning and Small borrowers in our territory.  In addition, we partner with the 
Colorado FFA, Colorado Young Farmers Educational Association, Colorado State 
Cooperative Extension and the College of Agricultural Sciences at Colorado State 
University in providing educational opportunities targeted at young, beginning and small 
farmers. 
 
When it comes to serving the needs of small farmers, the Farm Credit System stands out.   
Looking at the new credit extended in 2008, the System clearly continues to demonstrate 
its commitment to the next generation of farmers.  Farm Credit institutions provided new 
loans and commitments totaling almost $12 billion to beginning farmers last year (those 
with 10 or fewer years experience).  USDA’s FSA beginning farmer loan programs 
totaled $1.24 billion in fiscal year 2008. There is no comparable data available from 
commercial banks since they are not required to collect this same data.     
 
USDA Programs Help Farm Credit Serve Agriculture  
 
At Mountain Plains Farm Credit we make use of USDA’s Farm Service Agency (FSA) 
loan guarantees to support our lending.  We are pleased that our experience and excellent 
credit management practices have allowed us to be recognized as an FSA preferred 
lender.  At the end of May, we had over $5 million in our portfolio that had FSA 
guarantees.  We believe about 60% of all System associations are FSA preferred lenders. 
 
The guarantees available through FSA are an important tool that allows us to serve higher 
risk credits that might not otherwise meet our underwriting standards.  The Farm Credit 
Act requires that we focus our resources on meeting the needs of credit worthy 
borrowers.  The FSA guarantees permit us to reach some individuals that we might not 
otherwise be able to serve.  This program is also a very important tool in ensuring that we 
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can stay with borrowers in stressful times – especially those who are just getting started 
and likely have inadequate equity, as well as those that have experienced losses due to 
adverse weather or economic conditions.   
 
Impact of Financial Market Disruptions  
 
Because the Farm Credit System relies on our access to the financial markets for the 
funds we need to make credit available to our borrowers, a disruption in the efficient 
operation of those markets can adversely impact agriculture.  Over the last year the 
nation’s financial markets have changed dramatically and this has impacted not only our 
cost of funds but the term of the funds that are available. 
 
The dynamic of the financial markets changed quickly late last summer in some very 
unusual ways.  While the Federal conservatorship of Fannie Mae and Freddie Mac had 
disastrous impacts on their equity holders, it positioned them in the debt markets as 
having greater links to the Federal government, and ironically created the perception in 
the eyes of investors that they are a less risky credit.  This was underscored further when  
the Treasury made available a direct line of credit for Freddie Mac and Fannie Mae as 
well as their sister housing GSE the Federal Home Loan Bank System.   
 
While we continue to access the funding we need to serve our marketplace, the changes 
and disruptions in the national financial markets have markedly changed the landscape 
for us.  We have decreased access to longer-term debt and pricing volatility has presented 
a challenge.  While the environment has settled since the beginning of 2009, it would be a 
mistake to conclude that we are back to normal.   
Farmers seeking to reduce the volatility of their interest expense by locking in longer-
term, fixed rate loans at low rates do not have options that are available to the average 
homeowner.  Low cost home mortgage rates are available to homeowners because of 
direct government intervention targeted at helping them.  The Federal Reserve action to 
purchase mortgage backed securities has improved pricing in the home mortgage market, 
but similar action is not being taken to address the needs of agriculture.  
 
Despite the fact that we have had no assistance from the government throughout these 
times of extreme stress in the financial markets, we are very proud to report to you that 
we have not had to deny a single farmer, cooperative or other eligible borrower access to 
credit because we could not access the Nation’s money markets.   
 
Loan Restructuring Available for Farm Credit’s Farmer-Owners  
 
As economic stress increases in agriculture we stand ready to work with our customers as 
they deal with their individual challenges.  Since the 1980s, the Farm Credit System 
(FCS) has operated with statutory strong “borrower rights.”  These provisions ensure that 
troubled borrowers have full notification of their particular circumstances and what they 
can do to avoid foreclosure.  In the case of a distressed loan situation, these rights include 
a requirement that the Farm Credit lender fully consider appropriate loan restructuring 
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options.   The borrower rights provisions contained in the Farm Credit Act are closely 
monitored by our regulator, the Farm Credit Administration. 
 
The Borrower Rights provisions afford the following protection to FCS borrowers: 
 

• A borrower that is current on loan payments is protected against foreclosure and 
the lender cannot impose previously unscheduled principal reductions. 

• Once FCS becomes aware that a borrower is demonstrating adverse financial and 
repayment trends, FCS notifies the borrower of the right to apply for restructuring 
and include the necessary materials to make the application. 

• A notice of at least 45 days prior to commencing any foreclosure proceeding must 
be provided.  In addition, the borrower must be advised in writing that the loan 
may be suitable for restructuring and given the relevant forms to make 
application. 

• The borrower is provided an opportunity to fully review the status of the loan, 
develop a plan and seek loan restructuring.  This may include a combination of 
debt forgiveness, release of collateral, reamortization, refinancing and/or deferral 
of payments.  In the restructuring of a distressed loan, the least cost analysis of 
restructuring versus liquidation must be implemented. 

• If restructuring is denied, the Farm Credit institution must provide the rationale in 
writing. 

• If restructuring is denied, a Farm Credit customer can request a review by a credit 
review committee, which must include at least one farmer board member and may 
not include loan officer(s) involved in making the initial decision. 

• In a foreclosure sale, the customer retains the right of first refusal to purchase or 
to lease. 

 
 
You have probably heard us say that Farm Credit serves agriculture in good times and in 
bad.  Borrower rights are one of the ways that we serve our marketplace when the 
environment is more bad than good. 
 
I’ll give you a recent example of this: Mountain Plains has had long term lending 
relationship with a three generation farm family whose previous business success 
involved raising row crops and feeding cattle.  In an attempt to diversify their operation, 
the family started a dairy heifer replacement program which was profitable for several 
years.  This business was well managed, but it began to experience the financial stresses 
that came with escalating input costs and the downturn in the dairy industry.  As you 
might imagine, those stresses have continued and grown. 
 
In response, Mountain Plains has worked with this borrower by employing a variety of 
tools from our borrower rights guidelines: we completely reworked the credit, advancing 
more new money for operational needs to raise livestock and crops.  Our goal in taking 
these actions has been to help this account return to profitability. 
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What we’ve done for the borrower – and what the borrower has done for themselves – 
has given them an opportunity to stay in business during an extremely challenging down 
cycle.  This farm family has a strong management team, they have implemented 
efficiencies that are serving them well now and will serve them even better when things 
do improve.   
 
At Farm Credit, we know that the economy, markets and commodity prices are cyclical. 
That comes with 93 years of experience.  When we say we’re there in good times and in 
bad times, we mean it. 
 
Conclusion 
  
Mountain Plains Farm Credit and the Farm Credit System are serving our mission for 
agriculture and rural America well.  We continue to make credit available to all segments 
of agriculture including commercial producers as well as young, beginning and small 
farmers.  There is no taxpayer support of the Farm Credit System.  There are no federal 
dollars invested in the Farm Credit System.  We even pay for the expense of being 
regulated by the federal government through an assessment on all Farm Credit System 
institutions. 
  
As a network of agricultural and rural lending cooperatives owned by the farmers, 
cooperatives, and rural utilities that borrow from us, we have the built in oversight 
mechanism of our owners holding our feet to the fire to keep service quality high. We 
understand that Farm Credit’s success depends on our customers’ success.   
  
We hope this information is useful as you continue towards completing your report on 
farm loan restructuring.  
 
Thank you again for the opportunity to testify today on behalf of Mountain Plains Farm 
Credit.  I would be pleased to respond to your questions. 


