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President's Message

| want to once
again say
Thank You to
all of you that
attended this
year’s Annual
Stockholders’

meeting. For
those of you
who did not
Tom Brown attend the
President & CEO meeting, we

discussed something of critical impor-
tance to you and to your Association.
We briefly reviewed interest rates and
FMFC’s short and long term fiscal strat-
egy.

At the time of the meeting, your Board
had already begun to give serious
thought to significant changes in our
Corporate Plan. These changes will result
in reduced interest expense for you, our
members, while still maintaining a very
strong Association.

The time is right for FMFC to get more
aggressive fiscally because:

* Growth in new business, cost contain-
ment and tax savings programs are on
schedule.

 \We have control of our credit risk.

* Our customers and FMFC have with-
stood the storm, and there is no question
that we are coming out of our regional
recession.

» Commodity prices are improving.

¢ Land values have stabilized and are
improving.

« Many analysts predict as much as a 75
bp to 100 bp increase in interest rates
within the next six to twelve months.
Most feel that the first (of several) 25 bp
increases will begin in June or July of
this year.

* FMFC is facing intense renewed com-
mercial bank competition.

The bottom line is that FMFC must
become more competitive to hold and
expand our market share. The good
news is that we are one of the strongest
capitalized Associations in America, our
portfolio is sound, and our local econo-
my is improving. Additionally, FMFC is
operating at a much higher level of profi-
ciency and our market share is increasing
each year.

I am very much aware of the struggle
that many of you have endured over the
last few years. Believe me, your staff at
FMFC have been also waiting for this
day with great anticipation; it has been a
long struggle for us as well.

It is now time for FMFC to “exercise

its muscle”. The strategy, which has
already been approved by the Board at
a special Board Meeting on May 26th
2004, will make FMFC extremely price
competitive. This is not a six month or
“special circumstance” strategy. Now
that we have an improving picture of the
regional Ag economy as outlined above,
the Association’s fiscal plan over the
upcoming years can be focused primar-
ily on providing financing at the lowest
possible rates while satisfactorily meet-
ing the requirements of the Farm Credit
System.

In essence, the plan will take advantage
of our outstanding credit quality, high
capitalization level and lower our earn-
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ings requirements. This means reduced
rates to our customers as long as our
credit quality is maintained, we continue
to enjoy widening economies of scale,
and our uses of technology and automa-
tion continue to hold costs down.

We are in a position to announce today
that FMFC will be able to avoid the next
two anticipated 25 bp increases by the
Federal Reserve. This may mean that we
can get through 2004 without increasing
rates.

Variable rate mortgage borrowers (FLB)
and prime based commercial borrowers
(PCA) will be the first to enjoy the ben-
efits of this new program.

All new borrowers will also get the ben-
efit of our new plan.
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Pizza and Farming go Hand in Hand

President's Message - continued

Everyone is aware that an increase in the
Federal Reserve rate is imminent. There
is over a 90% probability that rates will
increase by 25 bp by next month. Many
anticipate a continual rise in interest rates
in the next two years.

Timing is everything and FMFC will

be implementing an interest reduction
program when all other lenders will be
struggling to hold rates. Obviously, this
is a great marketing event for us; but this
action is more than a marketing strategy.
It is clear evidence that your Board and
Association has your best interests at

heart. When rates begin to rise, we find
a way to ease the pressure. Actions of
this nature are why FMFC still finances
95% of our customers who were with
the Association on January 1, 1999. It is
also why our new business development
programs have set records for five con-
secutive years.

Our goal is to make FMFC the first
choice of all agricultural producers in the
Central San Joaquin Valley.

-Thomas E. Brown
CEO & President

FMFC Welcomes Paul Thaxter

On July 1st Paul Thaxter will be joining the Fresno
Madera Farm Credit team as the Director of Credit
Operations. The Director of Credit Operations is in charge
of the credit delivery system on all loans over $500,000. A
Clovis native, Paul has a lengthy history in the financing of
Central Valley agriculture.

Upon graduation from Fresno State University in 1990
with a degree in business administration and finance, Paul

joined Wells Fargo Bank as a trainee. Paul’s first assignment was managing
agricultural relationships in Tulare, California. In Tulare, dairy production and
related agribusiness accounts comprised most of his portfolio.

In 1997 Paul moved to the Fresno Regional Commercial Banking Office for
Wells Fargo. In this capacity Paul developed his financial skills by managing
production accounts for most of the commodities found in our Central Valley.
He was also the account manager for several types of agribusinesses including
commaodity merchants, processors and sales companies.

Paul and his family currently reside in Clovis. He and his wife, Kristen, enjoy
backpacking in the Sierras and staying involved with their children.

During national agriculture week in February, FMFC representatives Corinne Santos and Erin Bushell took a field trip to
Madera County’s newly relocated Pizza Farm at Cobb Ranch. Joined by students, sponsors, and agriculture leaders from the
Central Valley Corinne and Erin took a guided tour of what it

takes to make the products that go into a pizza. Owner Darren
Schmall and his wife developed and implemented the idea of
teaching school children the concepts of agriculture and what the

farmer’s job entails.

After the guided tours the children were able to see exotic ani-

mals, take a hayride around the property, and enjoy a pizza lunch.

This year is the 10th anniversary of the Pizza Farm and with its
new location and easy access many school children from around
the Central Valley will be able to take part in understanding that
pizza doesn’t just come from the pizza parlor! FMFC is proud to
continue with our co-sponsorship of this great educational oppor-
tunity. For more information check out www.cobbranch.com
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An aerial view of the Pizza Farm.



