




FCSIC 
Mission Statement 
The Farm Credit System Insurance Corporation, 

a government-controlled, independent entity, shall:
 

• Protect investors in insured Farm Credit System
 
obligations and taxpayers through sound
 
administration of the Farm Credit Insurance Fund,
 

• Exercise its authorities to minimize Insurance
 
Fund loss, and
 

• Help ensure the future of a permanent system for
 
delivery of credit to agricultural borrowers.
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BOARD OF DIRECTORS 

The Farm Credit System Insurance 

Corporation (Corporation or 

FCSIC), is managed by a three-

member board of directors composed 

of the members of the Farm Credit 

Administration (FCA) Board. 

The FCA is the independent 

Federal agency responsible for the 

regulation and examination of the 

Farm Credit System, a nationwide 

financial cooperative that lends to 

agriculture and rural America. 

The Chairman of the Corporation’s 

Board of Directors must be an FCA 

Board Member other than the 

Chairman of the FCA Board. 

Douglas L. “Doug” Flory
 

Douglas L. “Doug” Flory, Chairman of 
FCSIC, was appointed to the three-
member FCA Board by President Bush 
on August 1, 2002, for a term that 
expires October 13, 2006. He was elected 
Chairman on December 4, 2002. 

Mr. Flory brings to his position extensive 
experience in production agriculture, 
agribusiness, and both commercial bank 
and Farm Credit lending. His farming 
operation includes being half-owner of 
S & F, L.L.C., a general livestock, grain, 
poultry and hay farm of 1,800 owned and 
leased acres in Augusta County, Virginia. 
Prior to his appointment to the FCA 
Board, Mr. Flory was a member of the 
board of directors of AgFirst Farm 
Credit Bank in Columbia, South 
Carolina, and a director of Farm Credit 
of the Virginias, ACA. 
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Mr. Flory was executive vice president of 
Dominion Bank from 1971 to 1988, and 
president, CEO, and director of 
Dominion Farm Loan Corporation. He 
chaired the Virginia Bankers Association 
Committee on Agriculture and was a 
member of the Executive Committee of 
the American Bankers Association’s 
agricultural division. From 1989 to 1992, 
he was executive vice president, chief 
operating officer, and a member of the 
board of WLR Foods, Inc., a publicly 
traded poultry food company (which is 
now part of Pilgrim’s Pride). Mr. Flory 
also served on several governing boards 
for the State of Virginia, including the 
Virginia Agricultural Council, a state 
advisory board, and the Virginia 
Agriculture Credit Committee, which he 
chaired. He also served as chairman of 
the Virginia Agricultural Development 
Authority, which uses “aggie bonds” to 
finance Virginia farmers. 

Throughout his career, Mr. Flory has 
been an active participant in agricultural 
industry associations. He was president of 
the Virginia Turkey Association and 
president and director of the Rockingham 
County Fair Association. He also served 
as a director of the Virginia Poultry 
Federation, the Virginia Agribusiness 
Council, the Virginia Beef Cattle 
Association, and the Virginia Sheep 
Association. A native of Augusta County, 
Virginia, Mr. Flory attended Bridgewater 
College in Bridgewater, Virginia, and 
earned a bachelor’s degree from Virginia 
Polytechnic Institute and State University 
in Blacksburg. He did graduate work at 
James Madison University and is a 
graduate of the Maryland-Virginia School 
of Bank Management at the University of 
Virginia. He and his wife, Avery, are the 
parents of two daughters and a son. ■ 
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NOTES TO THE FINANCIAL STATEMENTS 
Farm Credit System Insurance Corporation — as of December 31, 2003 and December 31, 2002 

approximately $227 million and $222 
million as of December 31, 2003 and 
2002, respectively. Provisions for changes 
in the Corporation’s liability are reflected 
in the statements of income and expenses 
in the amount of $13.7 million and 
$13.6 million for the years ended 
December 31, 2003 and 2002, 
respectively. 

The Corporation cannot predict the 
effects of future events upon System 
operations and upon the amount of the 
Trust Fund that will ultimately be 
available to reduce the Corporation’s 
liability for FLBJR-related FAC bonds. 
The Corporation will annually reassess 
the likelihood of earlier use of the Trust 
Fund, changes in Trust Fund earnings, 
and other assumptions underlying its 
estimate of the liability for FLBJR-related 
FAC bonds. 

Other Financial Assistance Provided 
to System Institutions 

From 1988 to 1998, the U.S. Treasury 
paid interest on certain FAC bonds 
totaling $440 million. System banks must 
repay Treasury for this obligation 
following the final maturity in 2005 of 
the last FAC bond issue outstanding. 

The 1992 Act also expanded the 
potential uses of the Trust Fund to satisfy 
System institution defaults on the 
principal and interest of other FAC 
obligations and required System banks to 
make annual annuity payments to the 
FAC to provide funds for the retirement 
of the Treasury-paid interest at maturity. 
The Corporation is also required to 
satisfy defaults on the annual payments to 
the FAC to permit the repayment of 
Treasury-paid interest. During 1992 
through 2003, all System banks made 
their annual annuity payments as 
scheduled. 

The Corporation is not aware of any 
events or circumstances which will 
prevent System banks from meeting their 
remaining FAC obligations. 

The Corporation actively monitors the 
creditworthiness and financial position of 
the insured System banks. Other than 
obligations that have occurred as a result 
of resolving the FLBJR, as described 
above, management is not aware of any 
events or circumstances at this time 
which would require a liability for 
estimated insurance obligations to be 
recorded. 
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NOTES TO THE FINANCIAL STATEMENTS 
Farm Credit System Insurance Corporation — as of December 31, 2003 and December 31, 2002 

Note 6 — Note 7 — 
Operating Lease Related Parties 

On October 21, 2003, the Corporation 
executed a new six-year lease with the 
Farm Credit System Building Association 
for office space. The terms of the lease 
provide for an annual minimum base rent 
for office space for the remaining term of 
$118,938 for 2004, $120,019 for 2005, 
$121,100 for 2006, $122,181 for 2007, 
$123,262 for 2008 and $124,344 for 
2009. The Corporation recorded lease 
expense (including operating cost 
assessments) of $111,717 and $103,855 
for 2003 and 2002, respectively. 

The Corporation purchases services from 
the FCA under an Inter-Agency 
Agreement. These include examination 
and administrative support services. The 
Corporation had payables due to the 
FCA of $39,351 at December 31, 2003, 
and $1,650 at December 31, 2002. The 
Corporation purchased services for 2003 
which totaled $74,506 compared with 
$64,926 for 2002. 

The Corporation provided assistance to 
the FCA under a related Inter-Agency 
Agreement, recognizing revenue in 2003 
of $19,765 and in 2002 of $17,793. At 
December 31, 2003 and 2002, the 
Corporation had a receivable from the 
FCA of $4,515 and zero, respectively. 
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INCOME AND EXPENSES
 

Farm Credit System Insurance Corporation By Year 
($ in thousands) 

Income Expenses Net Income 

Premiums Investment Provision for Administrative 
Insurance and Operating 

Obligations Expenses 

Changes in 
Insurance Fund 

1989 $ 65,000 $ 16,041 — $ 118 $ 80,923 
1990 $ 72,000 $ 25,705 $ 140,000 $ 243 ($ 42,538) 
1991 $ 77,463 $ 31,483 $ 15,555 $ 953 $ 92,438 
1992 $ 73,902 $ 37,198 $ 12,062 $ 1,200 $ 97,838 
1993 $ 74,100 $ 41,277 ($ 39,444)1 $ 1,278 $ 153,543 
1994 $ 76,526 $ 46,389 $ 8,890 $ 1,482 $ 112,543 
1995 $ 79,394 $ 54,688 ($ 14,329)2 $ 1,379 $ 147,032 
1996 $ 85,736 $ 61,471 $ 8,509 $ 1,469 $ 137,229 
1997 $ 71,242 $ 71,088 $ 9,105 $ 1,511 $ 131,714 
1998 $ 19,972 $ 79,545 $ 9,743 $ 1,525 $ 88,249 
1999 $ 45,496 $ 81,719 $ 10,424 $ 1,631 $ 115,203 
2000 $ 1,040 $ 92,776 $ 11,154 $ 1,797 $ 80,878 
2001 $ 0 $ 94,112 $ 11,935 $ 2,127 $ 80,051 
2002 
2003 

$ 26,355 $ 93,499 
$ 105,079 $ 91,405 

$ 13,643 $ 1,906 
$ 13,725 $ 2,218 

$ 107,5453 

$ 180,561 

1. In 1993, the FAC Trust Fund was initially considered available to pay a portion of the Insurance Corporation’s FAC obligation for 
assistance to the FLB of Jackson. 

2. In 1995, this provision was adjusted to reflect a change in the FAC Trust Fund’s investment strategy and the termination of the FLB 
Jackson receivership making available additional funds to reduce the Insurance Corporation’s related FAC obligation. 

3. In 2002, the Corporation changed its method of amortizing investment premiums and discounts from the straight line to the 
effective interest method.  The cumulative effect on prior years of $3.2 million was included in 2002 net income. 
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Corporate Staff
 

Mary Creedon Connelly Chief Operating Officer 
Alan J. Glenn Director of Risk Management 
C. Richard Pfitzinger Chief Financial Officer 
Dorothy L. Nichols General Counsel 
Phyllis Applebaum Financial Analyst 
William Fayer Financial Analyst 
Pam Ngorskul Accountant 
Anna Lacey Administrative Specialist 
Molly Sproles Clerical Assistant 

The year ended with transition in several management roles. 
Dennis Pittman, who had served with distinction as the Director 
of Risk Management since 1993, retired.  Alan Glenn, formerly the 
Corporation’s Chief Financial Officer, assumed the role of Director 
of Risk Management. Rick Pfitzinger, who previously served as the 
Asset Assurance Manager, became the Chief Financial Officer. 

References 

Copies of Farm Credit System Annual Reports to Investors 
and Quarterly and Annual Information Statements may be 
obtained from: 

Federal Farm Credit Banks Funding Corporation 
10 Exchange Place, Suite 1401 
Jersey City, NJ  07302 
(201) 200-8000 

Copies of the Annual Performance and Accountability Reports of 
the Farm Credit Administration may be obtained from: 

Office of Communications and Public Affairs 
Farm Credit Administration 
1501 Farm Credit Drive 
McLean, VA  22102 
(703) 883-4056 
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Farm Credit System Insurance Corporation 
1501 Farm Credit Drive 
McLean, VA 22102 

(703) 883-4380 - Voice 
(703) 790-9088 - Fax 
www.fcsic.gov 




