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DIRECTOR’s SPOTLIGHT

BARTON
6216 Highway 49
Poplar Grove, AR 72374
Phone: 870-572-9900
Fax: 870-572-9901
Toll Free: 866-592-9900
Corning
600 West Elm/Hwy 62
Corning, AR 72422
Phone: 870-857-3541
Fax: 870-857-3893
Toll Free: 866-449-2767
Forrest City
523 East Broadway
Forrest City, AR 72335
Phone: 870-633-2052
Fax: 870-633-7684
Toll Free: 866-644-2052
Jonesboro
3000 Prosperity Drive
Jonesboro, AR 72404
Phone: 870-932-2817
Fax: 870-933-9163
Toll Free: 877-358-2051
Marion
151 Block Street
Marion, AR 72364
Phone: 870-739-6275
Fax: 870-739-6983
Toll Free: 888-436-3276

Carl Loewer, Chairman of the board
Carl was raised on a family farm at Fair Oaks in western Cross
County. He began his farming career in the mid-seventies. His
operation totals 2500 acres of rice and soybeans on the family
farm along with other rented land. Carl’s son Chris joined the
operation in 2009. Carl has been married to his wife Lauri
since 1979. Carl was first elected to the Board in 1992 and has
served as Chairman for the past two years. He also represents
the Association on the AgriBank District Farm Credit Council.
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Osceola
4389 West Keiser Ave
Osceola, AR 72370
Phone: 870-563-2676
Fax: 870-563-3267
Toll Free: 866-773-0079
Paragould
1035 Kingshighway
Paragould, AR 72450
Phone: 870-236-8525
Fax: 870-236-8526
Toll Free: 877-236-8526
Wynne
405 Highway 64 West
Wynne, AR 72396
Phone: 870-238-2211
Fax: 870-238-5552

OUTGOING President’s Letter

This will be the last letter I will have the privilege to write for your newsletter.
I have announced that I will be retiring on February 29, 2012, after 37 years
with Farm Credit.
I have witnessed a lot of changes since I began work with the system in 1975.
To give everyone a small idea of some of the changes that have been made,
the territory covered by Farm Credit Midsouth today is made up of parts of
14 former Federal Land Bank Associations (FLBA) and Productions Credit
Associations (PCA).

Gary N. Kinder, President & CEO

There are a few of you that are still with us who were here when I started my
career in the Jonesboro branch office of the Jonesboro Production Credit
Association. I am sure you still wonder today how I managed to survive. One
of the individuals I attribute my success to in this endeavor is June Adams.
When I first began my career, June made sure I always had something
constructive to do. Except for three wonderful years with Uncle Sam, my
entire working career has been with Farm Credit. Having grown up on a hill
farm in Fulton County, I was very fortunate that Joe Turney took the time to
visit with me when I knocked on his door in need of employment. I am sure
Joe could tell my knowledge of row crop agriculture was very limited, but
fortunately he saw some potential.
The staff at Farm Credit is one of the best in the system. James McJunkins,
whom your Board has chosen to replace me, will do an outstanding job.
As noted, changes have occurred and will continue to occur in the future
at a faster and faster pace. The quality of your Board of Directors and staff
will allow your Association to stay financially strong and therefore assist you
with your future success. As has always been and will always be the case,
the strength of a cooperative is its owner-members. You the member have
made the last 37 years so enjoyable for me. Even during the interesting days
of the 1980’s, I would not have traded working with all of you for any other
occupation.
As I end my career with Farm Credit I will not be without things to occupy my
time. I am a proud grandfather with three grandchildren under 2 years of age.
While their grandmother (my lovely wife of 42 years) will be in charge of the
day to day duties, I will be responsible for spoiling them. We also have a small
farm in Sharp county where I can go and watch the scrub brush and weeds
grow. I don’t remember them growing as fast when I was younger, possibly
because my Dad insisted I become proficient with a hoe and ax. Somehow
over the years, that skill set has degraded, but I guess you are never too old
to learn.
Best Regards,
Gary N. Kinder
President & CEO

This Die-Hard
Redwolf Fan
will be missed!

February 10th Gary Kinder was honored
with a retirement party to celebrate his
years of service to Farm Credit.
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INCOMING President’s Letter

CHANGE!
“It is not the strongest of the species that survive, nor the
most intelligent, but the one most responsive to change.”
—Author unknown
I came across this quote recently and it reminded me of the many changes
agriculture has faced in just the past few years. While everyone has waited for
years for our commodity prices to increase to a level of profitability the immediate
effect it has had was not anticipated. Higher prices brought higher prices!
Land, rent, seed, chemical, fertilizer…have all gone up to levels that any
significant drop in commodity prices now could spell disaster! So what do we
do? Anticipate change.
Change is inevitable, some predictable, some not, some good, some bad.
The key is embracing some risk management practices that can reduce or
eliminate that potential “bad” change. Managing our finances, marketing,
budgeting, utilizing insurance and looking at alternative products or practices
are all part of managing change.
Farm Credit Midsouth is constantly involved in the exercise of being responsive
to change especially in agriculture. Agriculture is not only our primary business,
it is our culture, it is who we are.
As the new CEO, I too am dealing with change. The change is both exciting
and uneasy. Uneasy because of the new level of responsibility and some
unfamiliar tasks. Exciting because of the farmers and people we serve and
the confidence I have in the board and employees with whom I serve.
As we look at dealing with changes in our environment we need to also keep
in mind other great quote:

If you want to make enemies, try to change something.
—Woodrow Wilson

I wish each of you the best in this new production year and look forward to
working with you as we all deal with change!
James McJunkins
President & CEO
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James McJunkins,
President & CEO

VICE Chairman’s Letter
As I write this we are beginning 2012. The beginning of a new year always brings about
change. Hopefully this year will bring a change in weather patterns, which will free
us from tornadoes, hail, floods, severe heat, and droughts. In spite of all the weather
factors farmers had to deal with in 2011, Farm Credit Midsouth continued its record
earnings. We ended the year with earnings of $16.6 million! We will be giving back
patronage of $4.2 million.
There are other changes that will be taking place at Farm Credit Midsouth. After 37
Years, as CEO, Gary Kinder will be retiring at the end of February. We will miss Gary,
and wish both he and Randi the best as they begin this new stage of their lives. We are
excited to have hired James McJunkins to fill the role of CEO. Most of you already know
James as he has been with Farm Credit for 28 years. His role for the past years has
been Senior Vice President, Field Operations. Randy Kingston will fill James’s previous
position. Randy has been serving as the Jonesboro branch manager. Both of these
men will do excellent job in their new roles and we all look forward to working with them.

Jane Pirani, 2011 Vice Chairman

Hope that everyone will be blessed with good weather this spring and we will be able
to get our crops planted in a timely manner.

CFO’s Letter
2011 Financial Information Update
Farm Credit Midsouth continued to grow our assets during 2011 with $38 million
in loan growth as of the end of the year. Our loan volume is comprised of real estate,
improvement, equipment and operating loans. Average daily balance (ADB) is a better
measure of funds provided to our customers throughout the year, especially as it relates
to our operating loan portfolio. As of December 31, 2011 our ADB on all loans had grown
to $739 million, a $92 million dollar increase over prior year-end. This continued growth
represents our significant commitment to our customers and agriculture in our territory.

Shari Wilson, CFO

Earnings for the year continued to be strong with Net Income over $16.6 million for the
year. The primary contributors to this were favorable interest rates, continued loan growth
and strong district earnings distributed to the Association in form of a patronage refund.
Sustainability is also shown in our financial statements through our growth in Capital of
approximately $12.5 million for 2011. This growth in capital is after allotting over $4M in
Patronage. Having a strong capital growth allows us to be a sustainable source of credit
for you and your families into the future.
Our annual report will be available to you by 3/15/2012 via the Farm Credit Midsouth
website at http://farmcreditmidsouth.aghost.net/.
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Customer Spotlight

fourth generation farming

L to R: Mike, Cynthia, Cristin and Ryan Sullivan

Mike Sullivan, a fourth generation farmer from Burdette, Arkansas has learned
to change with agriculture. After 28 years of farming, Mike is still amazed at
the changes technology has made to farming and agriculture.
Mike began farming with his parents and uncles at age
12. A graduate of the University of Arkansas, he holds
a bachelor’s degree in agronomy with a business minor.
He had a passion for the family business prior to entering
college. “Looking back to my youth, as early as junior
high I never thought of helping out on the farm as work, I
just enjoyed it,” says Sullivan.
In 1983 upon graduating from college, Mike returned
home and began farming with his father, Pat Sullivan. He
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smiled as he reminisced about his first crop of rice he
helped harvest in 1984 with his dad, and the changes
that have evolved since then. Mike farmed as “Sullivan
Farms” in a partnership with his father and two brothers
from 1984 until his father passed away in 1999 and
continued to farm under Sullivan Farms with his brothers
through 2007. In 2008 the opportunity to establish his
own farming operation presented itself and Mike began
farming “Florenden Farms.” His first year with Florenden

Farms, Mike harvested 1,000 acres of wheat, 3,700 acres
of soybeans, and 3,500 acres of rice.
Mike currently farms 8,200 acres primarily in a rice/
soybean rotation. His crops are 100 percent irrigated.
Mike expressed his amazement at the changes that
have occurred over the years, not only in agriculture,
but also in the way technology has directly affected his
operation and allowed him to become more efficient.
Mike remembered thinking he wouldn’t live to see a
tractor steer itself, but of course he has seen that and
much more. Mike enjoys being innovative and has tried
new things over the years; from trying various seed and
chemicals, changing up his irrigation methods, using a
pilot program where they have remote well monitoring
and can start and stop wells remotely, and being able to
pull up any of his fields on a computer screen to see if the
pumps are running or not. He can use his smart phone
to turn his irrigation system on and off from anywhere in
the world, and to make sure all his combines have yield
mapping capabilities. When asked about what he thought
the future would hold technology-wise for agriculture, he
said, “By the time my son is my age, I expect there won’t
be a man on the tractor. There will be a big computer
switchboard and someone will be operating it from an
office on the farm.”
I asked Mike who or what has had a big impact on him
and his farming career and he stated, “my dad, Pat
Sullivan.” Mike went on to tell me how his dad always
told him, “Take care of the small things and don’t let them
add up to be big things, pay attention to the details, and
do not ever quit a job once you’ve started it.” You see,
Pat and Gail Sullivan taught Mike to try new things and

they led by example. They were the first ones in their area
to have computerized records of their farm operation.
Mike’s mom, Gail, took care of all the record keeping.
This allowed them to track things more efficiently and
continue to grow their operation. Mike continues to follow
his dad’s advice, and contributes his success to hard
work, dedication, and his love for farming. Mike stated,
“I love everything about farming, it’s just in my blood, and
I couldn’t imagine doing anything else.”
Mike has over 28 years of farming experience, and
though he is a quiet and reserved individual there is no
doubt he is an expert at what he does. After speaking
with Mike, I quickly learned he is also passionate about
something else—his family. Mike and his wife Cynthia
have been married for 25 years and they have two
children, Cristin and Ryan. Cynthia, a retired educator,
now helps with bookkeeping for the farming operation.
Cristin, their daughter, recently graduated from college
with an education degree and plans to follow in her
mom’s footsteps in the education field; while their son,
Ryan, who is a senior at Armorel High School, plans to
follow in his dad’s footsteps by attending college and
upon getting his degree in agriculture return home to
help with the family business. You see, although Mike is
very passionate about farming, he’s also a family man,
a mentor for young farmers, and frequently gives back
by volunteering in his community. Mike told me, “You get
more out of life by giving than you do by receiving.”
The Sullivans have been honored many times as a family
for their accomplishments in farming which is something
both Cynthia and Mike are very proud of, “It’s a family
effort,” said Cynthia.
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by Bert Greenwalt and Charlott Jones

The Tax Treatment of Commodity
Futures Market Transactions:
Are You Hedging?
Farmers are increasingly using commodity futures contracts as part of their crop marketing program. These
contracts are versatile tools for managing commodity price risk. However, users should fully understand the
operation of futures based marketing strategies—including the tax consequences.
Two Types of Futures Market Trades

Tax Rules for Hedging Transactions

Hedges

The taxation of futures contract transactions depends on whether or
not they are hedges according to IRS definitions. Section 1256 of the
Internal Revenue Service Code explains the taxation of commodity
futures transactions. Here is a summary of the rules.

Some futures market transactions are hedges. Hedging uses simultaneous equal but opposite cash and futures market positions
to reduce price risk. Hedging is much different than using futures
contracts to speculate.
A speculator is anyone who is in a position to gain or lose depending
on the movement of market prices. For example, a farmer with an
estimated 5,000 bushels of soybeans growing in the field (a long
position in the cash market) will benefit if prices increase, but will lose
if soybean prices decline. Therefore, this farmer is a speculator in the
cash soybean market.
However, the farmer can use the futures market to transfer his soybean
price risk to someone else who is a willing speculator. To hedge his long
soybean cash market position, the farmer would sell (or go short) one
5,000 bushel soybean futures contract. If soybean prices decrease,
the decrease in the value of the crop in the field is offset by a profit
on the futures market position. On the other hand, If soybean prices
increase, the increase in the value of the crop in the field is offset by a
loss on the futures market position. By hedging, the farmer is no longer
exposed to price risk in the soybean market. By hedging, the farmer is
no longer a speculator.
Non-Hedge Futures Transactions
Other futures transactions are not hedges and do not reduce price
risk. One marketing strategy involves selling physical soybeans at
harvest and buying soybean futures contracts. This transaction,
sometimes called store on the board, neither decreases nor
increases price risk. The transaction only substitutes the price risk of
holding a long futures contract position for the price risk of holding a
long cash market inventory. The store on the board strategy allows
the producer to speculate on price while avoiding the cost of storing
a physical inventory.
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The Internal Revenue Service considers futures contact transactions
hedges if they meet the following criteria:
1.

The transaction was entered into in the normal course of your trade or
business primarily to reduce the risk of price changes on property you
hold or are about to hold.

2.

The property which is being hedged does not produce capital gains or
losses when sold.

3.

You clearly identified the transaction as a hedging transaction before the
close of the day on which you enter into the transaction. In addition, you
must identify the item, items, or aggregate risk being hedged within 35
days after the hedging transaction.

Regardless of the type of business organization, gains and losses
resulting from commodity hedging transactions are treated as ordinary
income or loss. For individual, partnership, or limited liability company
(LLC) tax returns, the hedging gains and losses are reported on IRS
Schedule F.
Tax Rules for Non-Hedging Transactions:
Marked-to-Market
Futures contract transactions which do not meet the above criteria for
hedges, such as the store on the board example, are subject to the
marked-to-market rules. Contracts held at the end of the tax year will
be treated as if they were sold at fair market value on the last business
day of the year and any gain or loss existing at that time must be
recognized. When you ultimately close out the futures contract, the
gain or loss reported at that time will be adjusted by the gain or loss
already recognized.

Under the marked-to-market rules, 60% of the gain or loss required to
be recognized at year end is treated as long-term capital gain or loss
and 40% is treated as short-term capital gain or loss. The 60/40 split
between long-term and short-term is used regardless of the actual
holding period of the contract. The calculation of the long-term and
short-term portions is made on IRS Form 6781. The total long and
short-term portions of the gain or loss are carried to IRS Schedule D.
In general, individual taxpayers are subject to the following federal tax
rates and rules. Non-hedging Section 1256 long-term capital gains
are subject to a maximum federal tax rate of 15%. Both long-term
and short-term capital losses can be used to offset capital gains plus
$3,000 ($1,500 for married individuals filing separate tax returns) of
ordinary income. If short-term capital gains exceed long-term capital
losses, the net gain is taxed as ordinary income. Any capital losses
not allowed to be currently deducted can be carried forward until
exhausted. Corporations are subject to different tax rates and rules.
Brokerage Accounts and
Transaction Record Keeping
A farmer who opens a commodity trading account with a brokerage
company will be required to designate the account as a hedging or
speculation account. The application for the hedging account will ask

for a list of the commodities and position limits the farmer intends to
hedge. The designation between hedging and speculation accounts
is required by the broker because margin requirements are lower for
hedging trades.
However, just because a trade is executed through a hedging account
does not mean the trade is actually a hedge transaction. For example,
in a hedging account for which the farmer has listed soybeans as a
produced commodity, the brokerage company will likely accept all
soybean buy and sell orders without question, including a buy order
entered to implement a store on the board strategy. As explained
earlier, using futures contracts to “store on the board” is not a hedge
and does not meet the IRS criteria for hedging tax treatment.
To help comply with IRS rules and to provide well organized records
for the tax preparer, a farmer could use two commodity futures
trading accounts—one exclusively for hedging transactions and one
for non-hedging transactions (transactions which do not meet the
IRS criteria for hedges). True hedge transactions which offset cash
market positions should be made through the hedging account.
Any non-hedging transactions which implement other marketing
strategies, such as store on the board, should be made through the
speculation account.

For More Information
A video tutorial on hedging, Introduction to Hedging Grains & Oilseeds, is available in the education section of the CME Group website at
www.cmegroup.com/education/interactive/webinars-archived/introduction-to-hedging-grains-and-oilseeds.html
The taxation of futures and options transactions is explained in IRS Publication 550 Investment Income and Expenses (Including Capital Gains and
Losses). Information about the taxation of hedging transactions is also found in IRS Publication 225 Farmer’s Tax Guide. IRS publications and forms
are available at www.irs.gov. Consult your tax advisor for advice on your specific situation.
Charlott Jones, CPA, is a Tax Manager
for Jones & Company, Ltd. in Jonesboro,
Arkansas and a Director of the Arkansas
Society of Certified Public Accountants.
Previously, she was a Supervisor in the
Compliance Department of the National
Futures Association, the self-regulatory
body for the commodity futures industry.

Bert Greenwalt, PhD, is a Professor of
Agricultural Economics in the Arkansas
State University College of Agriculture
and Technology and Director of the ASU
Agribusiness Conference. He farms with
his family at Hazen, Arkansas.
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NEWS BRIEFS

promoted to
SVP of Field
Operations
Randy Kingston

Named Branch
Manager of
Jonesboro
Mike Williams

Celebrated 45th
year anniversary
on February 13th
Don Brown

Outstanding
Customer Service

Outstanding Performance
in Operational Efficiency

Danna Haywood

Vickie Stubblefield

Nathan Sanders

Top 5 New Money Performers

Tracye Carter
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L to R: Nathan Sanders, Tony Stubblefield,
Thomas Gerrard, Eric Branscum, Mike Williams

2012 PHOTO CONTESTSend us your best shot!
Capture those great moments in rural Northeast Arkansas and share them with our Farm
Credit family. Winning photos will be featured in our Cultivating Progress magazine and
on our website.
It doesn’t matter if you simply point and shoot, or if you actually know what every button
on your camera does...anybody can take a great picture!

PHOTO CONTEST HERE
Who is eligible?
Farm Credit Midsouth Members
and their immediate family
members are invited to enter.
Entries are limited to three
submissions per person.

Photo format

Submitting digital photos
BY MAIL

DIGITAL photos are preferred.
3072 x 2048 pixels, or 3.1 MB.
Set camera to highest
resolution possible.

Important Info!

DEADLINE
Entries must be received
by June 29, 2012

All images, used or unused, will become
the property of Farm Credit Midsouth.
No images will be returned. Please make
duplicate copies if you desire to keep
the photo. No date stamped pictures.

WIN CASH PRIZES!
1st Place
$300
2nd Place
$200
3rd Place
$100

Your official entry form serves as
permission for Farm Credit Midsouth to
use the photo in printed materials and/or
for advertising purposes. All entries must
include a completed entry form to qualify.

Copy to CD (include labeled 4x6 photo
with CD) and mail to:
Farm Credit Midsouth
Attn: Melissa Coles
3000 Prosperity Drive
Jonesboro, AR 72404

BY Email

(print, complete, scan & attach
entry form with your photo) to:
Melissa.Coles@farmcredit.com

Photos will be judged by a neutral
third party with professional
photography experience.

DOWNLOAD YOUR ENTRY FORM AT WWW.FARMCREDITMIDSOUTH.COM

Our Capital and Your Hard
Work Go Hand In Hand
We’re handing over $4 MILLION to
Farm Credit Midsouth members this
spring through our Patronage Program!
For nearly 100 years, Farm Credit Midsouth has worked
hand in hand with farmers, ranchers and rural residents. We
provide competitive interest rates, dependable credit and, as
a cooperative,our members share in the profits. Farm Credit
Midsouth—the financial partner you can count on!

Since 2005 we’ve handed back more than $28M
in cash through our patronage program!

No other lender does what we do—work hand
in hand to share the profits! Call or visit a
Farm Credit Midsouth office near you.

800-444-3276

Board of Directors
Carl Loewer
Chairman
Cross County

Gary Sitzer
Poinsett County

Jane Pirani
Vice-Chairman
Crittenden County
Lowry Robinson
Mississippi County
Fred Cathcart
Craighead County
Jerry Turner
Clay County
Leslie Turner
Phillips County

Marion Fletcher
Outside
Donald Norwood
Greene County
Chris Roberts
St. Francis County
Mark Waldrip
Lee County
Keith Thomas
At large
Matt Knight
Outside

Farmcreditmidsouth.com

Barton • Corning • Jonesboro • Forrest City • Marion • Osceola • Paragould • Wynne
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FARM CREDIT MIDSOUTH
COLLEGE SCHOLARSHIP PROGRAM
Their Future Is Our Future
Interested in applying for a 2012 scholarship award?
Eligibility

• Applicants must be sponsored by a Farm Credit Midsouth stockholder

• Fall 2012 full-time (12 credit hours, or equivalent) enrollment at an
accredited university, college/junior college or technical school.
(Any major is eligible to apply)
• Current college students as well as graduating high school
seniors are eligible.
Terms of the Scholarship

• Twelve (12) $1,000 one semester scholarships will be awarded and paid
directly to the student at the beginning of the fall 2012 semester.

• Scholarship winners will receive $1,000 directly from Farm Credit
Midsouth to apply to education costs. Winners will need to submit proof
of enrollment upon the start of the fall semester and Farm Credit will
immediately issue them a $1,000 check, in their name.
Application forms are available online at www.farmcreditmidsouth.com
or in your local branch. Deadline for submitting your applications to
your local branch or to Melissa Coles is June 29th, 2012.
Farm Credit Midsouth
ATTN: Melissa Coles, Senior HR Generalist
3000 Prosperity Dr. • Jonesboro, AR 72404

Phillips

Barton •
Lee

•
Forrest City

St. Francis

Marion •

• Wynne

Crittenden

Cross
Poinsett
Craighead

• Jonesboro

Osceola •
Mississippi

Paragould •
Greene
Clay

• Corning
Ripley
Carter
Wayne

800-444-3276

Farmcreditmidsouth.com

