W. Rex Clonts, Jr.
Oviedo, FL

October 22, 2018

Barry F. Mardock, Deputy Director
Office of Regulatory Policy

Farm Credit Administration

1501 Farm Credit Drive

McLean, Virginia 22102-5090

RE: Proposed Rule - Organization; Definitions; Eligibility Criteria for Outside Directors (12
CFR Parts 611 and 619)
RIN 3052-AC97

Dear Mr. Mardock:

I am writing to offer my comments on proposed amendments to the regulations on the
Organization, Definitions, and Eligibility Criteria for Outside Directors (the "Proposed Rule"). As a
member of the Farm Credit of Central Florida ACA Board of Directors, I whole-heartedly support the
principle of maintaining high standards of impartiality and independence in the operation and function of
respective boards of directors and pursuing necessary and appropriate steps to ensure the safety and
soundness of the Farm Credit System (the “System”). However, | am concerned that the Proposed
Regulations, as currently drafted, are overly broad in potential application, create significant
administrative costs, and pose serious threats to the identification and qualification of appropriate
candidates to fill the important positions created and intended by the FCA regulations. My comments
below focus on the impact of the Proposed Rule on System outside directors. I also support the comments
submitted by AgFirst Farm Credit Bank ("AgFirst") and the Farm Credit Council regarding other
important concerns not addressed in this letter.
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Affiliated Organization —

I am concerned with the language in the new definition of “affiliated organization™ that provides
“organized for the benefit of, and in support of, an institution, and conducts activities that advance the
mission of an institution.” This provision seems overly broad in potential application, and I would note
that it would appear to impact institutions like Farm Credit Council, Farm Credit Council Services, Future
Farmers of America, Farm Bureau Insurance, and any number of other entities that “conduct activities
that advance the mission of” a Farm Credit institution. This provision should be revised to better reflect
the intent of the definition by, for example, adding the word “solely” before “organized and operated” and
replacing “that advance the mission of” with “on behalf of.” These amendments would limit the
definition more appropriately.
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As the Proposed Rule appears to comingle applicability of candidate eligibility with current
director eligibility, I would request clarification on the expectation for handling sitting directors following
implementation of the final rule. In light of potential expanded prohibitions, it seems appropriate that the
FCA consider a “grandfather clause™ applicable to current sitting outside directors until their current term
expires. Again, as a director, | must emphasize the potential impact the Proposed Rule could have on the
appropriate function and activities of a board of directors.
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I would generally note that the issues raised above would require a much more in-depth reporting
process for outside directors than a stockholder-elected director. These requirements seem to conflict with
the ongoing emphasis in other FCA regulations and guidance that outside directors should not be treated
differently than stockholder-elected directors. Furthermore, I would again mention that the FCA appears
to be applying outside director requirements generally accepted in the public sector to System institutions
that are significantly, and importantly, different from public corporations. System stockholders do not
have the same material financial investments in Association stock that a stockholder of a public
corporation might, and the board of directors of System institutions are not comprised primarily of
executive managers or others traditionally deemed “insiders™ by public corporations. As a result, I would
maintain that the concerns with regard to outside directors of public corporations are not the same as those
for System institutions. I think that the overall impact of the Proposed Rule serves to shrink the available
pool of outside directors to an unmanageable and unsustainable degree.

Conclusion

Thank you for the opportunity to comment on the Proposed Rule. It is imperative that all System
institutions' identify and qualify outside director candidates of the highest quality and ability. While I
agree with the objectives of the Proposed Rule to strengthen the safety and soundness of System
institutions and to strengthen the independence of System institution boards, the Proposed Rule imposes
significant administrative burdens as well as challenging identification and qualification issues for System
institutions. In addition, the Proposed Rule will severely limit the pool of directors who may be willing to
bring their expertise to the boards of System institutions. I respectfully request that the FCA consider my
comments, as well as comments from other System institutions' directors, to revise the Proposed Rule to
address the above concerns. Both the FCA and the System should make every effort to support the
common goal of advancing the mission of the Farm Credit System to provide financing to our rural and
agricultural communities.

Sincerely,
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W. Rex Clonts, Jr.
Chair of the Board of Directors
Farm Credit of Central Florida



