










FPI has an agreement with Pine Creek Management, Agawam, Mass., to lease the general office space, ware-

house storage, loft space and garage space at 67 Hunt Street, Agawam, Mass. FPI also has an agreement with

Northwest Farm Credit Services to lease space at 1700 South Assembly Street, Spokane, Wash. Rent expense

for these leases was approximately $598,819, $618,256 and $595,698 for the years ended December 31, 2009,

2008 and 2007, respectively.   

At December 31, 2009 future minimum lease payments were:

December 31,

Year Amount

2010 $ 611,611

2011 606,364

2012 604,509

2013 72,653

Total $ 1,895,137

NOTE 4 - Notes Payable to CoBank, ACB

Notes payable to CoBank, ACB represent borrowings by FPI to fund normal operations and capital expendi-

tures. Under terms of the financing agreement with CoBank, which provides FPI with a $3.75 million open-

ended, revolving line of credit, substantially all FPI’s assets are assigned to CoBank as primary collateral for

funds advanced. There were no borrowings from CoBank outstanding as of December 31, 2009. During the

year, the line of credit was used to settle amounts due between FPI and CoBank. Advances on the line were 

repaid at the time of the transactions. No interest was paid to CoBank in 2009 or 2008. Interest paid to CoBank

was $17,588 for the year ended December 31, 2007. 

D. Employee Benefit Plans

FPI employees hired prior to January 1, 2005 participate in a non-contributory defined-benefit 

retirement plan. Employees hired January 1, 2005 and later participate in a non-contributory, 

defined-contribution plan.

FPI employees are also eligible to participate in the CoBank Employee Savings Plan (Employee Savings

Plan). A certain percentage of employee contributions are matched by FPI. Savings plan costs are 

expensed as funded.

FPI provides certain health-care and life-insurance benefits to employees if they reach normal 

retirement age while working for FPI. The authoritative accounting guidance requires the accrual 

of the expected cost of providing postretirement benefits other than pensions (primarily healthcare

benefits) to an employee and an employee’s beneficiaries and covered dependents during the years 

that the employee renders service necessary to become eligible for these benefits. These accrued 

(benefits)/expenses of ($36,500), ($33,108) and $11,704 were classified as salaries and employee 

benefits on FPI’s financial statements during 2009, 2008 and 2007, respectively. 

E. Income Taxes

FPI provides for federal and state income taxes. Deferred tax assets and liabilities are established for

the expected future tax consequences of temporary differences between the carrying amount and tax

basis of assets and liabilities. Temporary differences are transactions reported for tax purposes in 

periods different from the periods when such transactions are reported in FPI’s financial statements.

Deferred tax assets represent the tax benefit of future deductible temporary differences.

F. Income Recognition

Income is recognized on an accrual basis when services are provided.

NOTE 3 - Fixed Assets

Fixed Assets consisted of the following:

December 31,

2009 2008 2007

Computer equipment $ 8,504,040 $ 6,429,464 $ 5,973,661

Computer software 18,648,293 16,855,781 14,576,393

Furniture and fixtures 888,324 877,204 864,734

Software development in progress 17,806 0 1,381,332

28,058,463 24,162,449 22,796,120

Less:  Accumulated depreciation
and amortization 19,590,294 16,829,432 14,336,182

Total $ 8,468,169 $ 7,333,017 $ 8,459,938
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Deferred tax assets and (liabilities) resulted from the following:

December 31,

2009 2008 2007

Annual leave $ 246,560 $ 216,861 $ 203,046

Pension 1,332,460 1,573,404 669,185

Operating loss carryforward 517,255 459,162 307,565

Postretirement 52,457 61,855 40,039

Health Reserve 177,837 152,825 0 

Charitable contributions 32 32 28 

Gross deferred tax assets 2,326,601 2,464,139 1,219,863

Federal tax on state-deferred taxes (103,239) (136,061) (65,382)

Depreciation (805,771) (430,995) (180,764)

Gross deferred tax liabilities (909,010) (567,056) (246,146)

Net deferred tax asset $ 1,417,591 $ 1,897,083 $ 973,717

FPI recorded a (deferred tax liability)/deferred tax asset on the change in the minimum pension liability of

($112,736) in 2009, $979,743 in 2008, and $342,898 in 2007. Additionally, in 2008 FPI recorded $51,905 of 

deferred tax benefit related to the change in pension plan year end directly to accumulated deficit.

FPI has a deferred tax asset recorded above for federal and state operating loss carryovers of $517,255

($1,111,983 before tax effect) that begins to expire in 2027 and 2012 for federal and state purposes, respectively.

FPI adopted the FASB guidance on uncertain tax positions on January 1, 2007. FPI had no unrecognized tax

benefits for which liabilities would have been established at December 31, 2009 and 2008.

FPI recognizes interest and penalties related to unrecognized tax benefits as an adjustment to income tax 

expense. There were no interest or penalties recognized for 2009. The tax years that remain open for federal

and major state income tax jurisdictions are 2006 through 2009.

NOTE 6 - Research and Development

The Research and Development liability reflects contributions received from association customers (collectively

“association”) to support forward-looking projects that will set the stage for migration of FPI and its users to

new technology and/or business practices. Annually, each FPI association contributes 1 basis point on their 

association loan volume. Total association contributions were $1,943,040 in 2009; $2,432,034 in 2008; and

$2,575,649 in 2007.

In addition, from time to time, CoBank funds certain new technologies. In December 2009 CoBank contributed

$3,000,000 to fund specific projects related to on-line banking, treasury funding and loan origination. During

2008 CoBank provided a contribution of $1,500,000 to FPI for key technology and EmPOWER™-related 

NOTE 5 - Income Taxes

The provision for (benefit from) income taxes consisted of the following:

December 31,

2009 2008 2007

Current:

Federal $ 0 $ 0 $ (172,879)

State 0 (6,477) 1,613

Total 0 (6,477) (171,266)

Deferred:

Federal 296,184 127,921 (120,439)

State 70,572 (19,639) (40,861)

Total 366,756 108,282 (161,300)

Total provision for (benefit from) 
income taxes $ 366,756 $ 101,805 $ (332,566)

FPI made tax payments of $34,500 in 2009; $20,800 in 2008; and $27,500 in 2007 related to state income taxes.

FPI paid $92,000 in 2009 related to federal income taxes. FPI made no federal income tax payments in 2008 

or 2007.

The provision for (benefit from) income tax differs from the amount of income tax determined by applying the

U.S. statutory federal tax rate to pretax income as follows:

December 31,

2009 2008 2007

Federal tax at statutory rate $ 372,920 $ 86,382 $ (348,449)

State tax, net 46,578 (17,237) (25,904)

Permanent differences 14,466 16,499 11,640

Deferred tax adjustment (42,333) 0 45,489

Other (24,875) 16,161 (15,342)

Provision for income taxes $ 366,756 $ 101,805 $ (332,566)
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employers measure the benefit obligation and plan assets as of the fiscal year-end for fiscal years ending after

December 15, 2008. In fiscal 2007 and earlier, FPI used a September 30 measurement date for pension and

other postretirement benefit plans. The standard provides two approaches for an employer to transition to a 

fiscal year-end measurement date. FPI has applied the second approach which allows for the use of the meas-

urements determined for the prior year-end.

Under this alternative, pension- and postretirement-benefit income measured for the three-month period 

October 1, 2007 to December 31, 2007 (determined using the September 2007 measurement date) was recorded

as an adjustment to beginning 2008 retained earnings. As a result, FPI decreased retained earnings $83,674 and

increased the pension liability $135,580 effective January 1, 2008.

The funding status and the amounts recognized in the statement of condition of FPI’s defined-

benefit plan are as follows ($ in thousands):

December 31,

2009 2008 2007

Change in benefit obligation

Benefit obligation at beginning of year $ 12,401 $ 11,540 $ 9,540

Service cost 586 751 540 

Interest cost 785 914 571 

Plan amendments 0 0 0 

Actuarial loss (gain), net 798 (733) 1,089

Benefits paid (200) (71) (200)

Benefit obligation at end of year $ 14,370 $ 12,401 $ 11,540

Change in plan assets

Fair value of plan assets at beginning of year $ 8,291 $ 9,781 $ 8,200

Actual return on plan assets 2,027 (2,369) 1,420

Employer contributions 761 950 433 

Benefits paid (200) (71) (200)

Other 0 0 (72)

Fair value of plan assets at end of year $ 10,879 $ 8,291 $ 9,781

Net amount recognized in the balance sheet $ (3,491) $ (4,110) $ (1,759)

Amounts recognized in accumulated
other comprehensive income consist of

Unrecognized prior service credit $ (308) $ (387) $ 0 

Unrecognized net actuarial loss 3,548 3,946 0 

$ 3,240 $ 3,559 $ 0 

projects. In 2007 CoBank contributed $3,000,000 to fund the on-line banking product.

FPI is under no obligation to repay these funds, even if the results of the research have no future economic 

benefit. FPI uses these funds to offset software research and development expenditures as these expenditures

are incurred. The impact of transactions through this account is not reflected in the Statement of Income. 

Total expenditures were $3,216,924 in 2009, which includes a $418,988 refund of prior-owner contributions;

$3,067,365 in 2008, which includes a $108,000 refund of prior-owner contributions; and $2,794,991 in 2007, 

including a $565,177 refund of prior-owner contributions.

The balance in the Research and Development fund was $6,474,053 as of December 31, 2009; $4,747,937 as of

December 31, 2008; and $3,883,267 as of December 31, 2007. 

NOTE 7 - Employee Benefit Plans 

Employee Savings Plan

FPI participates in the CoBank Employee Savings Plan (Employee Savings Plan), a deferred-compensation plan

in which FPI matches a certain percentage of employee contributions. 

The Employee Savings Plan requires FPI to match 100 percent of employee contributions up to a maximum

employee contribution of six percent of base salary. Employer contributions charged to expense were $560,681

in 2009; $533,548 in 2008; and $522,595 in 2007.

Defined Contribution Retirement Plan

FPI participates in the Cobank Defined Contribution Retirement Plan, a noncontributory, multiple-employer

plan (defined contribution plan). Under this plan for employees hired January 1, 2005 and later, the employer

contributes a percentage of each employee’s salary, based on years of service, to an account maintained for the

employee. Employer contributions charged to expenses were $202,629 in 2009; $177,275 in 2008; and $167,231

for the year-ended December 31, 2007.

Defined Benefit Retirement Plan

FPI participates in the CoBank defined-benefit retirement plan. This plan covers FPI employees hired before

January 1, 2005. Benefits are based on years of service and compensation levels during the years of employment.

It is the policy of the participating employers to fund at least the minimum required by the Employee Retire-

ment Income Security Act (ERISA). Plan assets are stated at fair value and are primarily invested in publicly-

traded stocks and bonds, real estate and contracts with insurance companies.  

In September 2006, the FASB issued guidance which required the recognition of the overfunded or under-

funded status of pension and other postretirement-benefit plans on the balance sheet. The balance sheet 

recognition provisions of this guidance were adopted at December 31, 2007. This guidance also requires that
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The accumulated benefit obligation for FPI’s defined-benefit retirement plan is presented in the following table

($ in thousands).

December 31,

2009 2008 2007

Accumulated benefit obligation $ 10,358 $ 8,660 $ 7,681

The accumulated benefit obligation is the actuarial present value of the benefits accrued for service rendered 

to that date based on current salary levels. The projected benefit obligation is the actuarial present value of the

benefits accrued for service rendered to that date based on estimated future salary levels.

Components of net periodic benefit cost and other amounts recognized in other comprehensive income are as

follows ($ in thousands):

December 31,

2009 2008 2007

Periodic benefit cost

Service cost $ 586 $ 600 $ 540 

Interest cost 785 731 571 

Expected return on plan assets (856) (759) (647)

Amortization of unrecognized:

Prior service cost (78) (78) (78)

Net actuarial loss 25 48 17 

$ 462 $ 542 $ 403 

Changes in plan assets and benefit
obligations recognized in other 
comprehensive income

Net actuarial (gain)/loss $ (373) $ 2,585 $ 0 

Prior service cost/(credit) 0 0 0 

Amortization of:

Prior service cost/(credit) 78 78 0 

Net actuarial (gain)/loss (25) (48) 0

Adjustment due to measurement 
date change 0 8 0

$ (320) $ 2,623 $ 0

The weighted average rate assumptions used to determine benefit obligations:

December 31,

2009 2008 2007

Discount rate 5.70% 6.35% 6.35%

Expected return on plan assets 8.00% 8.00% 8.00%

Rate of compensation increase 5.00% 5.00% 5.00%
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The weighted average rate assumptions used to determine net periodic benefit cost:

December 31,

2009 2008 2007

Discount rate 6.35% 6.35% 6.00%

Expected return on plan assets 8.00% 8.00% 8.00%

Rate of compensation increase 5.00% 5.00% 5.00%

Post-Retirement Health-Care Benefit Plan

The following table sets forth the funding status and weighted average assumptions used to determine post-

retirement health-care benefit obligations ($ in thousands).

December 31,

2009 2008 2007

Accumulated benefit obligation $ 18 $ 55 $ 88

Net liability recognized in the balance sheet $ 137 $ 162 $ 105

Net periodic (income) expense $ (37) $ (33) $ 12

Discount rate 5.70% 6.35% 6.00%

For measurement purposes, an 8.5 percent annual rate of increase in the per capita cost of covered health-care

benefits was assumed for 2009. The rate was assumed to decrease gradually to 5.0 percent for 2015, and remain

at that level thereafter.

Plan Assets

The following table presents major categories of defined benefit pension plan assets that are measured at fair

value at December 31, 2009 for each of the fair value hierarchy levels as defined below ($ in thousands):

December 31, 2009

Total Level 1 Level 2 Level 3

Asset Category

Cash $ 144 $ 144 $ 0 $ 0 

Domestic Equity:

Large-cap Growth Funds 4,138 2,368 1,770 0 

Small-cap Growth Funds 569 0 569 0 

International Equity:

International fund 1,014 1,014 0 0 

Fixed Income:

Total Return Fund 4,737 4,737 0 0

High Yield Bond Fund 277 0 277 0 

Total $ 10,879 $ 8,263 $ 2,616 $ 0 
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board of directors
Ken Graff, chair, president and CEO, Farm Credit West, Roseville, CA

Bob Bahl, vice chair, president and CEO, AgCountry Farm Credit Services, Fargo, ND

Gary Dyer, president and CEO, Farm Credit Services Southwest, Tempe, AZ

Phil DiPofi, chief banking officer, CoBank, Denver, CO

Bill Lipinski, CEO, Farm Credit East, Enfield, CT

Ray Nowak, president and CEO, Farm Credit of Maine, Auburn, ME

Jay Penick, president and CEO, Northwest Farm Credit Services, Spokane, WA

George Putnam, president and CEO, Yankee Farm Credit, Williston, VT

phone numbers
Agawam, MA office 413.271.8600

(direct dial 413.271.extension)

Spokane, WA office 509.227.0400

(direct dial 509.340.extension)

management 413.271.8600

Tom Moran President and CEO Ext. 8710

Dan Prestegaard Executive vice president, chief operating officer 8898

Dick Baldwin Senior vice president, training and administrative support 8754

Jason Coffin Senior vice president, customer support services 5443 *

John Hobbs Senior vice president, general counsel 8790

Peter Love Senior vice president, customer management 8702

Jose Negron Senior vice president, e-business 8778

Scott Rackliffe Senior vice president, infrastructure services 8777

John Robinson Senior vice president, credit and risk management products 8798

Claude Waterman Senior vice president, human resources 8701

Karen Rossi Vice president, accounting services 8713

Scott Rousseau Vice president, chief financial officer 8704

Mark Stanley Vice president, enterprise risk management 8830

relationship managers/responsibilities
Dave Guilmette Farm Credit Services Southwest 8703

Jeff Marshall Farm Credit West 8743

Clay Morscheck Northwest Farm Credit Services 5489 *

Lori Staib Northeast associations 8845

Ed Underwood AgCountry Farm Credit Services 8740

staff e-mail addresses
Format: firstname.lastname@financialpartners.com

* Spokane, WA office (all others Agawam, MA office)

FPI directory
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Level 1 plan assets are funds with quoted daily net asset values that are directly observable by market partici-

pants. The fair value of these funds is the net asset value at close of business on the reporting date. Level 2 plan

assets are funds with quoted net asset values that are not directly observable by market prices, which are 

utilized by the plan’s trustee to determine a net asset value at close of business on the reporting date. There 

were no Level 3 plan assets at December 31, 2009.

NOTE 8 - Equity

As of June 30, 2006, FPI is authorized to issue 2,000,000 shares each of Class A preferred stock — voting; Class

B preferred stock - non-voting; and Class C common stock — non-voting at a par value of $5 per share.  

At December 31, 2009, FPI had 928,182 shares of Class A preferred stock outstanding at a par value of $5 per

share; 830,000 shares of Class B preferred stock outstanding at a par value of $5 per share; and no Class C 

common stock.

Each owner of Class A preferred stock is entitled to a single vote regardless of the number of shares owned,

while Class B preferred stock and Class C common stock provide no voting rights to their owners.

A description of equities is as follows:

• Class A preferred stock (voting stock) is the second of the three stock classes to be impaired and the 

second of the three classes to be restored after impairment. This class of stock may be issued only to 

the bank serving the Northeast Region, the affiliated associations and non-affiliated customers using

core services.

• Class B preferred stock (nonvoting stock) is the last class to be impaired and the first class to be restored

after impairment. This class of stock may be issued to Farm Credit System banks and associations under

a program approved by the board.

• Class C common stock (non-voting stock) is the first class to be impaired and the third class to be 

restored after impairment. This class of stock may be issued to the bank serving the Northeast Region,

the affiliated associations and nonaffiliated customers under a program approved by the board.

• Other classes and issues of stock shall be approved by the stockholders.

NOTE 9 - Subsequent Events

The Company has evaluated subsequent events through March 19, 2010, which is the date the financial 

statements were issued or were available to be issued. There are no such events to disclose.
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