February 13, 2015

Mr. Barry F. Mardock
Deputy Director, Office of Regulatory Policy
Farm Credit Administration
1501 Farm Credit Drive
McLean, Virginia 22102-5090

Subject:  Regulatory Capital, Implementation of Tier1/Tier 2 Framework

Dear Mr. Mardock:

I am an appointed director on the Board of Directors of GreenStone Farm Credit Services (GreenStone).  I very much appreciate the opportunity to comment on Farm Credit Administration's (FCA) proposed capital rule.  We have discussed this proposed rule at our board meetings and I have reviewed the draft comment letters of the Farm Credit Council, AgriBank and GreenStone Board of Directors.  I strongly support the modifications outlined in these three comment letters and offer a few individual perspectives on selected areas.

Changes to modernize Farm Credit System (FCS) capital requirements are appreciated and needed.  From an overall standpoint, however, the regulatory changes should not have more stringent requirements than those imposed upon the commercial banking sector.  Several of the proposed changes would have a significant adverse impact upon the Farm Credit banks, associations and the FCS in total.

Following are selected comments:

· All retained earnings should be treated as Common Equity Tier 1.  The proposed rule treats all allocated retained earnings as being distributed and excluded from regulatory capital.  There are valid business reasons why such retained earnings had a "name" attached but, in most cases, there has never been an intention of ever distributing such capital.  In GreenStone's case, we have specifically informed our stockholders that there is no intention of the organization to ever retire such equities.  It is considered permanent.
· An association's allocated investment in the Bank should be treated as permanent capital of the Bank.  An association obtains its funding from a Farm Credit bank, in GreenStone's case AgriBank, and both the banks and associations consider such investments as permanent, even though there may be periodic investment equalizations.
· The proposed capitalization bylaw provisions would likely result in adverse implications to  System entities, and thus the stockholders, regardless of the outcome of the vote.  There could also be negative legal implications of any vote as outlined in the noted comment letters.
· The required 5% minimum leverage ratio for Farm Credit banks is excessive and should be no greater than the 4% level for commercial banks.  This is especially critical for Farm Credit banks that are largely "wholesale" in nature and could result in the need for either unnecessary significant loan participations between associations and the funding bank or excessive capital investments by the associations in the bank.
· The proposed requirement for Farm Credit banks to capitalize unfunded commitments to associations results in excessive total capital requirements between the associations and the related banks.

Thank you for the opportunity to respond on this proposed rule.  My comments are not intended to be critical to the efforts that have been put into the drafting of this proposal.  However, I strongly believe that a number of changes need to be made which would still result in very meaningful regulations pertaining to FCS capitalization matters.

Sincerely,



Eugene College
GreenStone Farm Credit Services Board Member
