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TUESDAY, SEPTEMBER 24, 2019
8:15 a.m. – 4:30 p.m.
Wyndham Garden State College | Boalsburg, Pa.
Join AgChoice Farm Credit and the PA Forest Products Association
for the annual Forest Products Executive Development Workshop, an
educational seminar focused on issues affecting today’s forest products
industry. The workshop will feature many nationally-known speakers on
important topics related to business management and the industry. You do
not need to be a member of AgChoice or PFPA to attend.

Address changes, questions or comments related to the
Leader may be directed to:
Carrie Bomgardner | AgChoice Leader Editor
AgChoice Farm Credit
300 Winding Creek Blvd. | Mechanicsburg, PA 17050
phone: 800-349-3568 ext. 6019
email: cbomgardner@agchoice.com
Requests for copies of our fnancial reports and
inquiries related to internal control, auditing and
accounting should be directed to:
Ann Metzler | Audit Committee Recording Secretary
AgChoice Farm Credit
1434 Seven Valleys Rd. | York, PA 17404-5806
phone: 800-822-1218
email: ametzler@agchoice.com

On the Cover: Pictured is a country farm recently
purchased by new customer-owners Gary and
Sharon Brown from Mahlen and Brenda Petry.
Read how auctioneer Larry Swartz connected
buyer and seller on pages 6 - 7.

Do You Suspect Fraud?

800.998.5557 | agchoice.com

Reports of suspected or actual wrongdoing
involving the Association, its employees,
directors or agents can be made
anonymously and confdentially through
the Association s whistleblower hotline
(Convercent) at 1-844 850 6491 or online
at www.convercent.com/report
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Growing our Cooperative Together, Bringing Record
Patronage Returns to our Customer-Owners

DARRELL
CURTIS

Message from the President
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Growing our Cooperative Together led to
the Great 2019 Patronage Payout! How did
AgChoice enjoy such strong fnancial success
with lagging local and national farm income?

What’s Special about Our Home and Land
Lending? We continue to enhance our fnancing
options to purchase land for a part-time or larger
full-time farm, timber or recreational use or to
build a future home. The range of fnancing

4

This diversification allows the Association
to avoid signifcant shifts in net income that
could result if we had a majority share of loans
devoted to a single industry. Importantly, stable
Association net income each year allows us to pay
consistent patronage amounts and to stand by
you in fnancially-challenged industries, such as
today’s dairy and certain row crop product markets,
while you work through your cash fow hurdles.

Larry Swartz, auctioneer, helps clients buy
and sell rural properties, recommending
AgChoice as a lender. Read about how one
couple, Mahlen and Brenda Petry, worked
with Larry and AgChoice to sell their 42-acre
Adams County farm to another couple, Gary
and Sharon Brown, new AgChoice customers.
Ryan and Allison Kennedy purchased and
restored a farmhouse to keep the property
in the family.

Feature Articles: In this issue, learn more about
customer-owners achieving their country living
dreams with home and land properties.

Recapping 2018, our growth in loan volume,
business management services and proftability
provided the right combination for our Board
to approve the largest patronage distribution
in our history of $32.6 million in April 2019.

Why is a Diverse Loan Portfolio Important
to AgChoice? There is a lot of merit to the sage
expression, “Don’t put all your eggs in one basket.”
At AgChoice, we are intentional about managing
our overall loan portfolio so there is diversifcation
in the commodities and industries we serve. This
strategy provides our Association more consistent
earnings and less likelihood of a heavy loan loss
year. Part-time farms with signifcant of-farm
income, along with large national Farm Credit
accounts in which we hold a relatively small
share (Capital Markets loans), make up about
one-half of our loan volume. Otherwise, our
largest single commodity share is dairy at 20%.

options we ofer, with fexibility in loan terms and
conditions, including long-term fxed fnancing,
and the types of home and land requests
we can serve, are unsurpassed in the market.

Thank you for your business, for supporting your
cooperative, and for producing the food and
other products that beneft people in our local
communities across the globe. It is a great honor
and pleasure to serve you. Please continue to refer
business to AgChoice. Growing the cooperative
together helps us return more benefts to you.
Have a wonderful summer!

There isn’t a simple answer, but instead, many
reasons for the Association’s success. First, our loan
portfolio commodity diversity helps us avoid major
earnings volatility. Second, we have a signifcant
share of our loans – part-time farms and Capital
Markets – that are more subject to the general
US economy, which is quite robust compared to
the agricultural economy. Third, we have a strong
team of dedicated employees serving you and
providing sound counsel on difcult business
decisions. Finally, and I think most importantly,
you have experienced downturns before, and are
performing masterfully to proactively manage
the economic cycles in your markets. Because of
these factors, and our Board’s recognition of the
importance of patronage distributions, we paid the
largest patronage amounts ever, averaging about
40% of the interest you paid, returned to you!
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reetings, customers and friends of
AgChoice Farm Credit! We’re pleased to
bring you the 2019 summer Leader. You’ll
fnd a variety of articles about our Home and Land
market segment, in which we’re building creative
and unique features for you, our customer-owners.
The growth of this segment and other emerging
market opportunities help AgChoice become a
stronger cooperative that can better serve you.
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Association News
AgChoice Summer
Internships Underway
We’re excited to introduce our 2019 interns!
These students will gain professional, real-world
experience by working with local AgChoice
staf this summer.

Brooke Bortner

Levi Greenly
Intership Focus:
Credit with our analyst
team in Mechanicsburg.

Erin Lang

Intership Focus:
Sales and credit at the York
branch, plus accounting
with our fnance team in
Mechanicsburg.

Intership Focus:
Sales and credit at the
York and Cumberland
Valley (Chambersburg)
Branches.

Savannah
Davenport

Caitlin Porter

Intership Focus:
Accounting, records and
tax services at the Butler
branch.

Intership Focus:
Marketing and education
with our marketing
and Knowledge Center
teams in Mechanicsburg.

Clayton Erhard

Molly Zona

Intership Focus:
Sales and credit at the
Susquehanna Valley
(Lewisburg) and Endless
Mountains (Towanda)
branches.

Internship Focus:
Sales and credit at the
Meadville, Butler and
New Stanton Branches.

Staf Teach Ag’s
Importance in Local
Classrooms
With the help of the PA Friends of Agriculture
Foundation, 16 Agchoice staf members read to
approximately 1,660 students in 76 classrooms
in March for PA Ag Literacy Week. Students
learned about how to trace the food on their
plate back to the farm it came from in the book
Right This Very Minute.

#PatSelfe Winner Announced
To celebrate our record-setting $32.6 million patronage distribution in April,
we asked customers to take a selfe with their checks. Dozens of customers
participated, and Bardine’s Country Smokehouse won a $50 VISA gift card and YETI
tumbler by garnering the most likes on social media. Nine semi-fnalists received
Farmer Strong t-shirts for participating. Follow us on Facebook and Instagram to
join in future giveaway contests.

First Place

Second Place

Third Place
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Feature Story

Connecting Folks with their Country Living
Dreams, One Relationship at a Time
llllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllllll

“T

he auctioneering business is about
helping people,” said Larry Swartz,
Swartz’s Auctioneering Service, Adams
County. “It’s all about relationships.”

“I farmed part-time since the 1970s,” said Mahlen.
“We rented out the 25 acres of crop ground to a
neighboring farmer. We also raised beef cows,
pigs and rabbits over the years.”

During his 10 years in business, “I’ve sold dairy
cows, concrete and cofns,” Larry laughed. “You
never know what you’ll sell, but my favorite is
farms and related items.”

Mahlen and Brenda also became involved in
the African violet business in the 1980s, annually
selling 10,000 to 15,000 violets across the world.
Their largest venues were the Philadelphia
Flower Show and the New England Flower
Show in Boston.

When customers bid on farms and rural real
estate, Larry recommends AgChoice Farm
Credit for financing. “Our relationship is a
win-win for us and our customers. It provides
credibility to me and helps someone new to
the market,” he said.
“In my mind, AgChoice is the premier rural
lender, with a better grasp of the market than
any other lender,” Larry shared. “Banks aren’t as
familiar with the unique nature of rural property.
I recommend AgChoice because I know my
customers will be happy.”
When Larry meets potential customers, “it’s
typically a sale that will be a life change,” he
explained. “If I can help them through that
change, I’ve done my job.”
Mahlen and Brenda Petry experienced a life
change when they decided to retire and sell
their 42-acre Adams County farm.

When they began thinking about selling
the farm, they studied local property sale
publications and noticed Larry was selling other
area farms. After interviewing both a realtor and
Larry, Mahlen and Brenda hired Larry for their
farm property sale.
“Larry was top notch,” remembered Mahlen. “He
was organized and went over-the-top being
helpful to us during sale preparation.”
To promote the property sale in September
2018, Larry asked AgChoice to design and print
property flyers. “The flyers were professional
and we distributed them at many local places,”
noted Mahlen. “Coupled with the ‘financing
available’ AgChoice signage on the property, it
was excellent promotion.”
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Mahlen and Brenda Petry
Prospective buyers included Gary and Sharon
Brown who also experienced a life change
when they privately sold their farm in 2016 and
hired Larry, through a friend’s referral, to sell the
farm equipment and tools. Following their farm
sale, the couple retired to Florida, living in a boat,
a mutual dream, before purchasing a home on
the water.

The auctioneering
business is about
helping people. It’s
all about building
relationships.
“We tried retirement,” said Sharon. “But when
you have roots in the country, it’s hard to leave.
We’re goal people and when you achieve one
goal, you wonder, what’s next?”
By 2018, Gary and Sharon wanted to return
to the country. Gary’s daughter, a local realtor,
began watching properties and saw Mahlen
and Brenda’s farm was for sale.
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42-Acre Country Estate

42-Acre Country Estate
Information

The property piqued their interest. “Mahlen and
Brenda were very accommodating prior to the
sale,” Sharon remembered. “They showed us
the house and property and answered all our
questions.”

•
•
•
•
•
•
•
•

On sale day, “when we won the bid, I was
jumping up and down,” said Sharon. “A stranger
hugged me and said she wished she had a
camera to capture my face at that moment.”
Gary and Sharon met an AgChoice loan ofcer
at the auction and ultimately, chose AgChoice
to fnance the farm. “AgChoice worked with us
on a unique financing structure and gave us
credit for the land,” recalled Gary.

42-Acre Coun
try Estate
1590 Cranberry Rd.
| York Springs PA

Pu lic auction includes farm, collecti les and equipment
42-acre country farm (approx. 20 tilla le acres)
Petry Farm enrolled in Clean & Green
Early log home with new addition and kitchen update
2,000+ sq. ft. home with 4 edrooms, 2 full athrooms
Out uildings include ank arn and summer kitchen
Huntingdon Township, Adams County
Bermudian Springs School District

Terms
• $20,000 down payment
• Settlement within 60 days

This property is rural and private yet easily accessible.
Arrange your ﬁnancing with AgChoice Farm Credit so you
can take advantage of this opportunity.

1590 Cranberry Rd. | York Springs PA 17301

“We were even more delighted this spring when
our loan ofcer showed up with a patronage
check,” he continued. “It was a pleasant surprise.”

FOR MORE INFORMATION CONTACT:

Larry Swartz Auctioneer (717) 360-4656

Property promotional fyers

Following the sale, Mahlen and Brenda moved
to their nearby new home and Gary and Sharon
moved from Florida to their new farm.
“We’re fxing the farmhouse up, one project at
a time,” shared Gary, “and continuing to rent
the crop ground to the neighboring farmer as
Mahlen did, with hopes of adding beef cattle,
too.” In the future, Gary hopes the farm will be
a meeting place for his kids, grandchildren and
great grandchildren.
Sharon added, “We’re much busier here than
in Florida, but also much happier.”

Gary and Sharon Brown
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Feature Story
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Restoring a Family Farmhouse
for the Next Generation
11111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111

F

or Ryan and Allison Kennedy, Butler
County, a well-loved family farmhouse
was the framework for their eventual
dream home.

“When we found a contractor who saw the
potential and our vision, we talked to Pap,”
remembered Allison. “He got teary-eyed when
he realized that we wanted to live on the farm.”

“Ryan’s ’Pap’ lives on a 180-acre beef farm,” said
Allison. Two acres of the farm included an old
farmhouse where family, and more recently,
hired hands lived.

The next step was securing a loan. “We didn’t
even know how to get a construction loan,”
Allison laughed. Pap, a longtime AgChoice
customer, told the couple to “use who I use. If
it wasn’t for AgChoice, I wouldn’t be farming.”

“The farmhouse was a revolving door,” Allison
explained. “Lots of people lived here through
the years.” With only four rooms, the house
wasn’t large enough for a family.
After living in a trailer home for fve years and
looking at homes to buy, Ryan and Allison knew
they could make the farmhouse work with the
right contractor.

Gutted to the studs on Valentine’s Day 2017, the
house renovations included adding a bathroom,
bedroom, enclosed front and back porches,
bigger windows and wider steps to bring it up
to code. While the couple hoped to keep the
original wood, termite damage left much of
it un-salvageable.

The new farmhouse kitchen.
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“We found other ways to use the wood we could
save,” noted Allison. “It’s incorporated into our
bed headboard and some other unique touches
throughout the house.”
In only seven months, start to finish, Ryan,
Allison and their children, Briar, Norah and Hayes
moved into their new home. “Our contractor
blew us away with how much he got done with
just him and his son,” Allison said.
How does Pap feel about the “new” old
farmhouse? “He’s happy we kept it a white
farmhouse with the same layout and loves
seeing the kids every day,” Allison said. “His
grandmother grew up in this house. She baked
bread where I bake bread.”

Original farmhouse wood in the master bed headboard.

Education Corner

Home Loans 101
Kacie Ferraro, Loan Ofcer
11111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111 11111

A

s you prepare to qualif y for a
mor tgage, it helps to k now what
to expect. Understanding the required
documentation and the loan transactiontiming
will better prepare you for a smooth transaction.
R e gular an d th o ro u gh co mmunic atio n
with your lender is critical and contributes to
a positive experience.
Most realtors prefer that a buyer is pre-qualifed
before showing new homes to prospective
buyers. During loan pre-qualifcation, the lender
will gather information about your income and
debts to determine how much you can afford
to borrow.
Once you’ve identified a property and have a
signed sales agreement, it’s time to work with
your lender to complete a loan application and
personal financial statement. The lender will
look at your fnancial snapshot, including total
assets and debts, your income level and your
credit history to determine your ability to repay
the loan. As part of the application process, you
will also want to gather and submit the common
documents outlined below.

What documentation is needed
and why?
Tax returns (last 2 years):
To ensure income is consistent with reported
earnings on pay stubs and there aren’t huge
income swings from year to year.

Pay stubs (last 30 days) or other
proof of income:

Photo ID:
To protect you, the lender will ask you to simply
prove you are who you’re claiming to be. This step
helps to eliminate fraudulent transactions.
Please note:
Every transaction can be different. Talk with your
lender about the required documentation for your
particular loan.
Once the application is submitted, the processing
and underwriting of the mortgage begins. The
timing often takes 45 days from application
to closing.
You can anticipate receiving the loan estimate
within three days of your complete application
submission. This document package tells you
important information, including the estimated
interest rate, monthly payment and total closing
costs for the loans.
While the underwriter analyzes the complete
loan package, he or she orders the property
appraisal. An appraisal is an unbiased estimate
of the value of what the home and property
is worth. This gives the lender an objective
way to assess that the amount of money you
requested is appropriate. Appraisals can take
up to three weeks to complete based on the
appraiser’s availability and complexity of the
real estate.

also prepares all loan documents. Title searches
ensure there are no prior liens on the property
and can take up to three weeks.
It is not uncommon for a lender to request
additional documentation at any point during
the process. For example, the appraisal could
determine that insurance requirements need to
be amended or a title search may indicate there
are taxes previously owed on a property.
Once the appraisal is completed and approved,
the title search is clear and all other loan
conditions are met, it’s time to schedule closing.
In any circumstance where a primary residence
is being pledged as collateral, you must have
the closing disclosure in hand three days prior to
signing your loan closing documents.
Your loan ofcer will contact you to schedule a
closing date and time. At closing, your deed and
mortgage will be signed, notarized and sent to
the courthouse to be recorded. You will ofcially
be the proud owner of your dream home or
residential property. A few weeks after closing,
you will receive a recorded copy of the deed at
your primary residence.
Never hesitate to contact your lender any time
during the process or after closing with additional
questions or your future needs, as we expect to
be a lifelong resource to you!

A loan specialist will coordinate title work, deed
preparation and settlement statement. He or she

To document current employment and better
gauge your current earnings. If you’re selfemployed or have other income sources (child
support for example), your lender may ask for
additional documentation.

Bank statements or other assets:
To document that you have funds to cover closing
costs. Your lender also wants to see that you have
several months’ worth of reserve payments in
your account in case of an emergency.
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*To receive the $50 gift card, the referral must yield a new, closed loan or business service contract.
Loans subject to RESPA, crop insurance contracts and AgChoice Farm Credit directors and employees are not eligible for referral gifts.
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Financial Markets Plan to Transition Away from LIBOR

2018-Sep

Education Corner

Mark Kerstetter, Chief Operating Ofcer

...~

Rising Interest Rates
& LIBOR Transition

201S•Jul

Variable Interest Rates Have Risen – Now What?

I

2017-Mar

As your line of credit or other variable rate loan
becomes due, we are likely to begin transitioning
your interest rate to the Prime index. While LIBOR
is still available and remains the market standard
for commercial loans, we plan to transition
customers in an orderly manner to the Prime
index to avoid a disruptive transition when LIBOR
is no longer a regulated index at the end of 2021.
If you have a variable rate loan tied to LIBOR there
is no need for action on your part. However, your
loan ofcer is available to discuss your individual
situation if you have any questions or concerns.

new index to our customers. Fortunately, most
fnancial institutions, including AgChoice, ofer
variable rate loans tied to the Prime index.

2019-Mar

"'
2018-May

0

2015-Sep

Source: Federal Reserve Bank of St. Louis
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inancial markets are engaged in a
slow transition away from the LIBOR
interest rate index over the next three
years. LIBOR is the London Interbank Offered
Rate and represents the rate that one bank
charges another to lend dollars overnight. It
is the benchmark interest rate index for large
commercial loans and fnancial instruments. The
regulator in charge of LIBOR has announced that
it will no longer regulate LIBOR after 2021. The
implication for fnancial markets, where trillions
of dollars of fnancial instruments are linked to
the LIBOR index, is that a massive transition efort
will be required. Financial institutions are working
on alternatives to the LIBOR index, though at the
present time we are unable to recommend a
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n December 2015, the Federal Reserve
began increasing the Federal Funds Rate,
the interest rate at which depository
institutions lend reserve balances to other
depository institutions overnight. The Federal
Funds rate was set at a range of 0% to 0.25%
since the “Credit Crisis” began in 2008. The
Federal Open Market Committee proceeded to
raise the benchmark interest rate by 0.25% on
nine diferent occasions through December 2018.
The Federal Funds Rate now sits at a range of
2.25% to 2.50%. Other interest rate benchmarks
increased in line with the Federal Funds Rate: the
Prime rate increased from 3.25% to 5.50%, and
LIBOR increased from about 0.25% to 2.50%.

We’re sure you’ve noticed the increase on
variable interest rates, especially on your
revolving lines of credit, over the past few years.
This is due to market factors and the cost of
borrowing increasing not increasing the spreads
on loans. Should you have concerns about the
potential for rates to rise further, a fixed rate
option may benefit you. In fact, today’s shortterm rates and long-term rates are very similar.
While short-term interest rates have risen, longterm rates have not increased as much.

2015-May

-

2015-Jan

*To receive the $50 gift card, the referral must yield a new, closed loan or business service contract.
Loans subject to RESPA, crop insurance contracts and AgChoice Farm Credit directors and employees are not eligible for referral gifts.
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The following chart shows the 10-year Treasury
rate compared to the Prime rate since the
beginning of 2005. This indicates that it isn’t
much more expensive to borrow long-term
money today than it was in 2015, even though
the cost to borrow short-term has increased
dramatically. The near-equilibrium between
short- and long-term rates combines to form
what is commonly known as a fat yield curve.
Talk to your loan ofcer to understand the rate
options available to you and your business.
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SHARING MEMBERSHIP’S

40%

During our 20th patronage refund anniversary in April,
our cooperative paid out $32.6 million in cash to eligible
customer-owners.

2.25%

REWARDS

“In these challenging economic
times for agriculture, the Board
of Directors decided to` maximize
the patronage payout and its
impact in our local businesses,
farms and families,” said Shawn
Wolfnger, AgChoice Board
of Directors Chairman and
customer-owner. “With strong
earnings from a diverse loan
portfolio and extra patronage
from our funding bank, we hope
patronage checks will provide a
boost to customer-owners who
need it most.”

Returned
of 2018
interest paid
Average 2018
interest rate
reduction

HOW DOES PATRONAGE WORK?
Loan borrowers purchase cooperative stock, becoming owners.
The cooperative profits from collecting marketplace-driven interest and fees.

The co-op’s Board
of Directors deter-

New and existing

mines how much

borrowers

of the prior year’s

continue to invest

profits we can

in our co-op by

return to customer-

taking out loans,

owners and how

ensuring the
co-op’s stability for

much we must save

future generations.

for future operations
and investments.

Customer-owners receive patronage checks — their portion of the co-op’s profits.
Amounts vary by how much business they did with the co-op in the prior year.

HOW MUCH
WOULD MY
PATRONAGE
REFUND BE?

If you took out a
$100,000 loan with
AgChoice at 5.5%
interest on January 1,
2018, here’s what your
share of our profits
would be:

2,217

$

DIVIDEND
CHECK

3.28%
EFFECTIVE
INTEREST RATE

0.40

$

RETURN OF EVERY
$1.00 INTEREST
PAID

□
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MANAGING RISK WITH CROP INSURANCE
Farming is unpredictable, with weather often dictating success in the feld.
Since you can’t control the weather, the only thing that can guarantee a yield, or indemnity in place of a yield, is crop
insurance. Crop insurance can help you survive a disaster and return your business to proftability, improve your cash
fow in a down year and manage your risk.
Contact us today to discover how our crop insurance experts can help you understand and address your risk
management needs with integrated solutions.

6 AgChoice
Farm Credit
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800.998.5557
agchoice.com
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