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The shareholders' investment in Oklahoma AgCredit, ACA is materially
affected by the financial condition and results of operations of CoBank, ACB,
(CoBank). The 2015 CoBank Annual Report to Shareholders, and the
CoBank quarterly shareholders' reports are available free of charge by
accessing CoBank's website, www.cobank.com, or may be obtained at no
charge by contacting us at:

NOTICE

Oklahoma AgCredit, ACA
601 East Kenosha St.
Broken Arrow, Oklahoma 74012
918-251-8596
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ACCREDIT
MANAGEMENT'S DISCUSSION AND ANALYSIS OF

FINANCIAL CONDITION AND RESULTS OF OPERATIONS
(Unaudited)

The following discussion summarizes the financial position and results of operations of Oklahoma AgCredit, ACA for
the nine months ended September 30, 2016, with comparisons to prior periods. You should read these comments
along with the accompanying financial statements and footnotes and the 2015 Annual Report to Shareholders for
Farm Credit Services of East Central Oklahoma, ACA (East Central Oklahoma) and Chisholm Trail Farm Credit, ACA
(Chisholm Trail). The accompanying financial statements were prepared under the oversight of our Audit Committee.

On January 'l ,2016, Chisholm Trail was merged into East Central Oklahoma. The merged association is conducting
business under the name Oklahoma AgCredit, ACA (Oklahoma AgCredit) and is headquartered in Broken Arrow,
Oklahoma. Butch McComas, former President and Chief Executive Officer of Chisholm Trail Farm Credit, ACA is the
President and Chief Executive Officer of Oklahoma AgCredit, ACA. Oklahoma AgCredit encompasses the tenitories
previously served by the separate associations.

Beginning in 2016, our balance sheet, income statement, average balances and related percentages include the
effects of the merger with Chisholm Trail. Prior year results have not been restated to reflect the impact of the
merger. Upon the closing of the merger, loans increased by $284.t million, assets increased by $304.6 million,
liabilities increased by $2¿A.g million and shareholde/s equity increased by $56.3 million. These amounts include
adjustments to fair value, as required by accounting standards for business combinations.

Below normal temperatures and higher amounts of rainfall throughout the state led to increased humidity during the
third quarter which allowed for great conditions to develop fall crops in the trade area. Spotg moisture in the central
and south central Oklahoma areas has resulted in moderate to severe drought being reported for those areas by the
national drought monitor.

The third guarter of 2016 brought steady to lower cattle prices as a result of continued increased cattle production.
Cattle on feed numbers were slightly higher over this same period in 2015 with placements at 103% of 2015 numbers
and cattle on feed at 101o/o of 2015 numbers. Both heifer and beef cow slaughter increased in 2016 driving the
assumption that herd rebuilding has slowed. Ample rainfall during the summer months has produced strong forage
production heading into the fourth quarter of 2016. lncreased production for beef, pork and poultry products led to
exporting a significant amount of the increase. Softer commodity prices coupled with lower cattle prices are driving
interest in the area of stocker production. The increased demand for stockers could support higher lightweight calf
prices in the fourth quarter thereby creating an opportunity for some producers in our trade area.

Although overall wheat exports are higher by nearly 23o/o over 2015 exports, wheat prices continue to fall. World
record wheat and com crops in 2016 will continue the abundant supply of both crops forcing prices lower. Foreign
growing crops in Argentina and Australia have seen lower than expected yields but overall good harvests. This
additional world supply of wheat will hold wheat prices down throughout the next year. Profits for row crop farmers
will be limited in2017 as a result of the lower commodig prices.

Crude oil prices have remained steady throughout the third quarter of 2016 nearing $48 per banel. Oil companies
continue to be cautious with stagnant activity. Lease bonus payments have nearly halted and are projected to remain
until a change in price is evident.

LOAN PORTFOLIO

Loans outstanding at September 30, 2016 totaled $1 .09 billion, an increase of $328.8 million, or 42.7Yo, from loans of
$769.4 million at December 31,2015. The increase was primarily due to the executed merger with Chisholm Trail
with an increase in loans outstanding of $284.1 million.

RESULTS OF OPERATIONS

Net income for the nine months ended September 30, 2016 was $12.8 million, an increase of $3.8 million, or 4'l .8o/o,
from the same period ended one year ago. The increases can be attributed to increases in net interest income and
noninterest income partially offset by an increase in provision for credit losses and noninterest expense due to the
merger with Chisholm Trail.
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Net interest income for the nine months ended September 30, 2016 was $22.8 million, an increase of $7.8 million, or
52.4o/o, compared with September 30, 201 5. Net interest income increased as a result of increased loan origination
coupled with the merger with Chisholm Trail.

The provision for credit losses for the nine months ended September 30, 2016 was $579 thousand compared to an
$8 thousand reversal of credit losses for the same period ended one year ago. The provision for credit losses
increased as a result of the recent merger and elimination of the Chisholm Trail allowance. lt was necessary to take
a large provision to partially account for the Chisholm Trail merged portfolio's expected loss, as well as a
management adjustment for land values, the acceptance of the Farm Credit System's PD guidance and the addition
of three commercial loans classified as impaired.

Noninterest income increased $999 thousand during the first nine months of 2016 compared with the 1t-rst nine
months in 2015 primarily due to increases in patronage refund from Farm Credit lnstitutions and increased loan fees.
Mineral income of $478 thousand was recognized during the first nine months of 2016. Of this amount, quarterly
payments totaling $437 thousand were received from CoBank.

During the first nine months of 2016, noninterest expense increased $4.5 million to $13.6 million, primarily due to
increases in salaries and benefits, occupancy and equipment, purchased services from AgVantis, lnc., Farm Credit
lnsurance Fund premiums, supervisory and examination costs and other noninterest expense, partially offset by
lower merger costs. Gains on other property owned increased by $gS thousand from the sale of property and was
offset by $9 thousand in acquisition costs. This overall increase in noninterest expense is a result from the merger
with Chisholm Trail.

CAPITAL RESOURCES

Our shareholders' equiÇ at September 30, 2016 was $241 .3 million, an increase from $1 72.0 million at December 31 ,

2015. This increase reflects the $56.3 million in capital acquired in connection with the merger with Chisholm Trail,
net issuance of stock and net income of $12.8 million. Other items impacting shareholders' equity at September 30,
2016 included the amortization of pension costs of 913 thousand.

REGULATORY MATTERS

On March 10,2016, the FCA approved new rules ("New Capital Regulations") relating to regulatory capital
requirements for System Banks, including CoBank, and Associations. The New Capital Regulations are scheduled to
become effective January 1,2017. The date the New Capital Regulations become effective is referred to herein as
the "Effective Date." The stated objectives of the New Capital Regulations are as follows:

o To modernize capital requirements while ensuring that System institutions continue to hold sufficient
regulatory capital to fulfill the System's mission as a govemment sponsored enterprise;

o To ensure that the System's capital requirements are comparable to the Basel lll framework and the
standardized approach that the federal banking regulatory agencies have adopted, but also to ensure that the
rules recognize the cooperative structure and the organization of the System;

o To make System regulatory capital requirements more transparent; and
o To meet certain requirements of the Dodd-Frank Wall Street Reform and Consumer Protection Act ("Dodd-

Frank Act").

The New Capital Regulations, among other things, replace existing core surplus and total suçlus requirements with
common equity tier 1 ('CET1'), tier 1 and total capital (tier 1 plus tier 2) risk-based capital ratio requirements. The
New Capital Regulations also add a tier 1 leverage ratio for all System institutions, which replaces the existing net
collateral ratio for System Banks. ln addition, the New Capital Regulations establish a capital conservation buffer and
a leverage buffer; enhance the sensitivity of risk weightings; and, for System Banks only, require additional public
disclosures. The revisions to the risk weightings include altematives to the use of credit ratings, as required by the
Dodd-Frank Act.

The New Capital Regulations set the following minimum risk-based requirements:
o A CETI capital ratio of 4.5 percent;
o A tier 1 capital ratio (CET1 capital plus additional tier 1 capital) of 6 percent; and
o A total capital ratio (tier 1 plus tier 2) of 8 percent.
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T.h9.New Capitral Regulations also set a minimum tier 1 leverage ratio (tier 1 divided by total assets) of 4 percent, of
which at least 1.5 percent must consist of unallocated retained eamings ('URE') anO ÙRe equivaleñts, wirich are
nonqualified allocated equities wíth certain characteristics of URE.

The New Capital Regulations establish a capital cushion (capital conservation buffer) of 2.5 percent above the risk-
based CET1, tier I and total capital requirements. ln addition, the New Capital Regulations establish a lerærage
gapital cu-shion (leverage butrer) of 1 percent above the tier I leverage ratió requirements. lf cafltal ratios fall-below
these bufier amounts, capitral distributions (equlty redemptions, cash dividend payments, and cash patronage
payments) and discretionary senior executive bonuses are rcstricted or prohibited wfthout prior FCA approùal. The
New Capital Regulations establisfi a three-yearphase-in of the capital conservation buffur, expected tä'Uegin on
January 1,2017. There will be no phasein of the terærage buffer.

The undersigned certifo ürey have revieu¡ed tftís report, this report has been prepared Ín accurdance with all
applicable statutory or regrlatory requÞe*nørts and the infumatbn contained herein is true, aceurate, and compþte
to the beat of his orher knowl@e and Þelbf-

Dale ircDank*
Chainwan of lfie A¿¡efit ComroiFÞ
tlo,*{sr¡ber 3, 2016 tlo*esÈer 3, 201Ê

Paffi,7åa
ÊxecräæVåce
NovemberS"
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ACCREDIT
Gonsolidated Statement of Gondition
(Dollars in Thousands)

September 30 December 31

2015

UNAI,.,DITED AUDITED

ASSETS
Loans$1,098,253$269,¿¿8
Less allovrance for loan losses 2,391 1,898

Net loans 1,095,862 Z6Z,550

Cash 1,629 300
Accrued interest receiwble 12,669 5,796
lnrcshent in CoBank, ACB 34,411 22,543
lnrcstment in AgDirect 2,434 1,675
Premises and equipment, net 7,167 5,031
Prepaid benefit epense 397 529
Deferred tax asset 17
Other assets 5.201 4.769

Total assets $ AOe,tgg

LIABILITIES
Note payable to CoBank, ACB
Adrance conditional payments

Accrued interest payable

Patronage disfibutions payable

Accrued benefits liability
Reserre for unfunded commitrnents
Other liabiliües

$ $

5.904

Total liabilities 918_502 636.158

Commitments and Gontingencies

SHAREHOLDERS' EQUITY
Protected borror¡rær stock
Capitralstock

Additional paid-in capital

Unallocated retained earnings

5

3,277

55,573

182,5',18
lor.ì

9

2,450

169,683
Accumulated nlhar nnmnrahancira / losst/¡ ncome n7t1

Total shareholders' eouitv 241.279 172.035

Total liabilities and shareholders' eouitv $ I,159.781 $ 808,193

The accompanying notes are an integral part of hese consolidated financial statements.
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ACCn¡DIT
Gonsolidated Statement of Gomprehensive lncome
(Dollars in Thousands)

For the three months For the nine rnonths

INTEREST INCOME
Loans $ 11.518s7.743S34.8s5523.264

Totalinterest income 11,518 7,743 34,855 23,264

INTEREST EXPENSE
Note payable to CoBank 4,046 2,821 12,057 8,307
Other 5

Total interest expense 4,048 2,821 12,062 8,308
Net interest income 7,470 4,922 22,793 14,956
Provision for credit credit loss 4
Net interest income after provision for credit

losses/(credit loss relersal) 7,466 4,914 22,214 14,964'
NONINTEREST INCOME
Financially related services income
Loan fees
Pafonage refund from Farm Credit lnstitutions
Mineral income

Other noninterest i ncome

l3
169

1,020
187

11

't54

695

199

20

417
2,059

618

Total noninterest incorne

NONINTEREST EXPENSE
Salaries and employee benefits

Occupancy and equipment
Purchased services from AgVantis, lnc.
Gains on other property owned, net
Farm Credit lnsurance Fund premium

Merger-i mplementation costs
Supervisory and e¡<amination costs
Other noninterest e>ccense

1

2,405
r89
541

381

10;
713

7,484
627

1,642
(86)

I,055
12

373
2.468

12

5,479
345
924

Total noninterest exoense 4,330 3,075 13.575 9,',t23 )

lncome before income taxes
Provision for income taxes

4,589

l6
2,918

1

12,850

16

9,053

3

Net inconre

OTHER COMPREHENS¡VE INCOME
Amortization of retirement costs

917 050

454 13 1

Gomprehensive incolne $ 4,577 $ Z,SZZ $ 12,847 $ 9,064

The accompanying notes are an integral part of ftese consolidated financial statements.
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Gonsolidated Statement of Ghanges in Shareholders' Equity
(Dollars in Thousands)

Protected Additional Unallocated Other Total
Borrower Gapital Paid-ln Retained Gomprehensive Shareholders'

UMUDITED Stock Stock Gapital Earnings Incorre/(Loss) Equiw
BalanceatDecember3l,z0l4 $ 10$ 2,429 $ $101,280$ (112)$ 163,607
Comprehensirc income 9,050 14 . 9,064
Stock issued 196 I 196
Stcck retired (1) (192) (r93)
Paûonage distribúions: Oher 166 166

Accumulated

Balance at December 31,2015 $
Comprehensirc incone
Stock issued

Stock retired
Equity issued in connection wiür nærger

2 450

282

766 55,573

$1$

(4',)

distributions: Oher
Balance at September 30, 2016 . $ 5 .$ 3,277 $ 55,573 $ 182,518 $ (94) $ 241.27e

The acconpanying notes are an integral part of these consolidated flnancial staternenb.
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ACCnTDIT
NOTES TO FINANCIAL STATEMENTS
(Dollars in Thousands, Except as Noted)

(Unaudited)

NOTE I . ORGANIZATION AND SIGNIFICANTACCOUNTING POLICIES

A description of the organization and operations of Oklahoma AgCredit, ACA (the Association), the significant
accounting policies followed, and the financial condition and results of operations as of and for the year ended
December 31 ,2015, are contained in the 2015 Farm Credit Services of East Central Oklahoma Annual Report to
Shareholders. These unaudited third quarter 2016 financial statements should be read in conjunction with the 2015
Farm Credit Services of East Central Oklahoma Annual Report to Shareholders.

The accompanying unaudited financial statements have been prepared in accordance with accounting principles
generally accepted in the U.S. (GAAP) for interim financial information. Accordingly, they do not include all of the
disclosures required by GAAP for annual flnancial statements and should be read in conjunction with the audited
financial statements as of and for the year ended December 31 , 2015 as contained in the 2015 Farm Credit Services
of East Central Oklahoma Annual Report to Shareholders.

ln the opinion of management, the unaudited financial information is complete and reflects all adjustments, consisting
of normal recurring adjustments, necessary for a fair statement of results for the interim periods. The preparation of
financial statements in accordance with GAAP requires management to make estimates and assumptions that affect
the amounts reported in the financial statements and accompanying notes. Actual results could differ from those
estimates. The results of operations for interim periods are not necessarily indicative of the results to be expected for
thefullyearendingDecember3l,2016. Descriptionsofthesignificantaccountingpoliciesareincludedinthe20l5
Annual Report to Shareholders. ln the opinion of management, these policies and the presentation of the interim
financial condition and results of operations conform to GAAP and prevailing practices within the banking industry.

Effective January 1,2016, Chisholm Trail Farm Credit, ACA (Chisholm Trail) was merged into Farm Credit Services
of East Central Oklahoma, ACA (East Central Oklahoma). East Central Oklahoma acqulred 100% of the assets and
liabilities of Chisholm Trail. The merged Association conducts business under the name of Oklahoma AgCredit,
ACA (Oklahoma AgCredit) and is headquartered in Broken Anow, Oklahoma. The primary reason for the merger
was to gain operational efficiencies, yield even greater economies of scale and provide resources collectively
previously unavailable to both Associations. The effects of the merger are included in the Association's results of
operations, balance sheet, average balances and related metrics beginning in 2016.

The acquisition method of accounting requires the financial statement presentation of combined balances as of the
date of merger, but not for previous periods. The Consolidated Balance Sheet reflects the merged balances as of
September 30, 2016 and the balances for East Central Oklahoma prior to January 1,2016. The Consolidated
Statement of Comprehensive lncome and the Consolidated Statement of Changes in Shareholders' Equity reflect
the results of the merged Association after January 1 , 2016 and East Central Oklahoma activity prior to January 1 ,

2016. lnformation presented in the Notes to the Consolidated Financial Statement for 2016 reflects balances of the
merged Association.

As cooperative organizations, Farm Credit associations operate for the mutual benefit of their bonowers and other
customers and not for the benefit of equity investors. As such, their capital stock provides no significant interest in
corporate earnings or growth. Specifically, due to restrictions in applicable regulations and the bylaws, the
Associations can issue stock only at its par value of $5 per share, the stock is not tradable, and the stock can be
retired only for the lesser of par value or book value. ln these reports and other respects, the shares of Chisholm
Trail stock that were converted in the merger and the shares of Oklahoma AgCredit stock to which they were
converted had identical rights and attributes. For this reason, the conversion of Chisholm Trail stock pursuant to the
merger occurred at a one-for-one exchange ratio (i.e. each Chisholm Trail share was converted into one share of
Oklahoma AgCredit stock with an equal par value).

Management believes that because the stock in each association is fixed in value (although subject to impairment),
the East Central Oklahoma stock issued pursuant to the meçer provided no basis for estimating the fair value of the
consideration transferred pursuant to the merger. ln the absence of a purchase price determination, East Central
Oklahoma undertook a process to identify and estimate the acquisition-date fair value of Chisholm Trail's equity
interests instead of the acquisition-date fair value of East Central Oklahoma's equity interests transferred as
consideration. The fair value of assets acquired, including specific intangible assets and liabilities assumed from
Chisholm Trail, were measured based on various estimates using assumptions that East Central Oklahoma
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management believes are reasonable utilizing information currently available. Use of different estimate and
judgments could yield materially different results.

The merger was accounted for under the acquisition method of accounting, as prescríbed by Accounting
Standards Codification (805, Business Combinations (ASC 805). Pursuant to these rules, Oklahoma AgCredit
acquired the assets and assumed the liabilities of Chisholm Trail at their acquisition-date fair value. The fair
value of the net identifiable assets acquired ($304.6 million) was substantially equal to the fair value of the equity
interest exchanged in the merger. As a result, no goodwill was recorded. ln addition, no material amounts of
intangible assets were acquired. A net increase of $56.3 million was recorded in shareholders' equity related to the
merger.

The following condensed statement of net assets acquired reflects that fair value assigned to Chisholm Trail's
net assets as of the acquisition date.

Condensed Statement Of Net Assets Acquired January 1,2016
Assets

Net loans
Cash
Accrued interest receivable
Other assets

$ 284,149
1,387
3,297

15,796

Total Assets $ 304,629

Liabilities
Notes payable
Accrued interest payable
Other liabilities

$ 240,622
339

7,329
Total Liabilities $ 248,290

Fair Value of Net Assets Acquired $ 56,339

There were not subsequent changes to these fair values. Fair value adjustments to Chisholm Trail's assets and
liabilities included a $1 .7 million decrease to loans and a $339thousand decrease to notes payable to reflect
changes in interest rates and other market conditions since the time these instruments were issued. These
differences will be accreted or amortized into net interest income over the remaining life of the respective
loans and debt instruments on an effective yield basis, with the majority being recognized in diminishing
amounts in the first five years following the merger. The Association expects to collect the substantial majority of
the contractual amounts of the acquired loans, which totaled $288.2 million at January 1,2016.

ln August 2016, the Financial Accounting Standards Board (FASB) issued guidance entitled "Classification of Certain
Cash Receipts and Cash Payments." The guidance addresses specific cash flow issues with the objective of
reducing the diversity in the classification of these cash flows. lncluded in the cash flow issues are debt prepayment
or debt extinguishment costs and settlement of zero-coupon debt instruments or other debt instruments with coupon
interest rates that are insignificant in relation to the effective interest rate of the borrowing. This guidance becomes
effective for interim and annual periods beginning after December 15,2017. The adoption of this guidance is not
expected to impact the Association's financial condition or its results of operations but could change the classification
of certain items in the statement of cash flows.

ln June 2016, the FASB issued guidance entitled "Measurement of Credit Losses on Financial lnstruments." The
guidance replaces the current incurred loss impairment methodology with a methodology that reflects expected credit
losses and requires consideration of a broader range of reasonable and supportable information to inform credit loss
estimates. Credit losses relating to available-for-sale securities would also be recorded through an allowance for
credit losses. For public business entities that are not U.S. Securities and Exchange Commission filers this guidance
becomes effective for interim and annual periods beginning after December 15,2020, with early application
permitted. The Association is currently evaluating the impact of adoption on its financial condition and results of
operations.

ln February 2016, the Financial Accounting Standards Board (FASB) issued guidance entitled "Leases." The
guidance requires the recognition by lessees of lease assets and lease liabilities on the balance sheet for the rights
and obligations created by those leases. Leases with lease terms of more lhan 12 months are impacted by this
guidance. This guidance becomes effective for interim and annual periods beginning after December 15, 2018, with
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early application permitted. The Association is currently evaluating the impact of adoption on its financial condition
and results of operations.

ln January 2016, the FASB issued guidance entitled "Recognition and Measurement of Financial Assets and
Liabilities." The guidance affects, among other things, the presentation and disclosure requirements for financial
instruments. For public entities, the guidance eliminates the requirement to disclose the methods and significant
assumptions used to estimate the fair value of financial instruments carried at amortized cost. This guidance
becomes effective for interim and annual periods beginning after Decembe¡ 15,2017. The adoption of this guidance
is not expected to impact the Association's financial condition or its results of operations.

ln August 2014,the FASB issued guidance entitled "Presentation of Financial Statements - Going Concem." The
guidance governs management's responsibility to evaluate whether there is substantial doubt about an entity's ability
to continue as a going concem and to provide related footnote disclosures. This guidance requires management to
perform interim and annual assessments of an entity's ability to continue as a going concem within one year after the
date the financial statements are issued or within one year after the financial statements are available to be issued,
when applicable. Substantial doubt exists if it is probable that the entity will be unable to meet its obligations for the
assessed period. This guidance becomes effective for interim and annual periods ending after December 15, 201 6,
and early application is permitted. Management will be required to make its initial assessment as of December 31,
2016.

ln May 2014,the FASB issued guidance entitled, "Revenue from Contracts with Customers." The guidance governs
revenue recognition from contracts with customers and requires an entity to recognize revenue to depict the transfer
of promised goods or services to customerc in an amount that reflects the consideration to which the entity expects to
be entitled in exchange for those goods or services. Financial instruments and other contractual rights within the
scope of other guidance issued by the FASB are excluded from the scope of this new revenue recognition guidance.
ln this regard, a majority of our contracts would be excluded from the scope of this new guidance. ln August 2015,
the FASB issued an update that defers this guidance by one year, which results in the new revenue standard
becoming effective for interim and annual reporting periods beginning after Decembe¡ 15,20'17. The Association is
in the process of reviewing contracts to determine the effect, if any, on its financial condition or results of operations.

NOTE 2. LOANS AND ALLOWANCE FOR LOAN LOSSES

A summary of loans follows.

Real estate mortgage
Production and intermediate-term
Agribusiness:

Loans to cooperatives
Processing and marketing
Farm-related business

Rural infrastructure:
Communication
Energy
Water and waste water

Rural residential real estate
flcu finance

Total loans

The Association purchases or sells participation interests with other parties in order to diversiñ7 risk, manage loan
volume and comply with Farm Credit Administration regulations. The following table presents information regarding
the balances of participations purchased and sold at September 30, 2016:

September 30, 2016 December 31.2015

$ 756,584
l8l,983

33,734
69,477
8,224

13,131
29,034

78
I,079
4,929

$ 542,608
87,543

7,914
80,356

3,506

14,305
23,392
4,336

551
4.937

$ r,098,253 $ 769.448

Page 10



$ oKLAHoMA

ACCREDIT
Other Farm Credit

lnstitutions
Non-Farm Credit

lnstitutions Total
Purchased Sold Purchased Sold Purchased Sold

Real estate mortgage
Production and intermediate-term
Agribusiness
Rural infrastructure
Aoricultural exoort finance

$ 31,563
26,065

109,035
43,758
4.937

8 26,228
5,959

1,382

$ 508
o-:

$ $ 32,071
26,105

109,035
43,758
4.937

I 26,228
5,959

1,382

Total $ 215,3s8 $ 33.569 $ 548 $ $ 215,906 $ 33,569

The following table shows loans and related accrued interest classified under the Farm Credit Administration Uniform
Loan Classification System as a percentage of total loans and related accrued interest receivable by loan type as of:

Real estate mortgage
Acceptable
OAEM
Substandard

Total

Production and intermediate-term
Acceptable
OAEM
Substandard

Total

Agribusiness
Acceptable
OAEM
Substandard

Total

Rural infrastructure
Acceptable
OAEM
Substandard

Total

Rural residential real estate
Acceptable
OAEM

Total

Agricultural export finance

Total

Total Loans
Acceptable
OAEM
Substandard

Total

September 30. 2016 December31.2015

97.30%
0.87o/o
1.83o/o

96.54%
2.24o/o
1.22%

100.00% 100.00%

96.19%
3.53o/o
0.28o/o

95.54o/o
4.45o/o
0.01o/o

100.00% 100.00%

98.89%
0.08%
1.03o/o

96.05%
2.71o/o
1.24o/o

100.00% 100.00%

96.87%
3l_3_o/o

95.22o/o
2.59o/o
2.19o/o

r00.00% 100.00%

99.36%
0.640/"

98.16%
1.84o/o

100.00% 100.00%

100.00% 100.00%
100.00% 100.00%

97.28%
1.31%
1.41o/"

96.32o/o
2.55%
1.13o/o

100.00% 100.00%
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High risk assets consist of impaired loans and other property owned. These nonperforming assets (including related
accrued interest) and related credit quality are as follows:

tn

Nonaccrual loans
Real estate mortgage
Production and intermediate-term

infrastructure

Total nonaccrual loans

Accruing restructured loans
Real estate mortgage
Rural infrastructure

Total restructured loans

Accruing loans 90 days past due
Real estate mortgage
Prod uction and intermediate-term

Total loans 90 due

Total loans

Additional impaired loan information is as follows:

lmpaired loans with a related
allowance for credit losses:
Real estate mortgage
Production and intermediate-term

Total

lmpaired loans with no related
allowance for credit losses:
Real estate mortgage
Production and intermediate-term
Rural infrastructure

Total
Total impaired loans:

Real estate mortgage
Production and intermediate-term
Rural

Total

Note: The recorded investment in the receivable is the face amount increased or decreased by applicable accrued interest and
unamortized premium, discount, finance charges, or acquisition costs and may also reflect a previous direct write-down of the
investment.

September 30. 2016 December 31.2015

i 12,296
or:-

921

$ 5,199

12.764 6120

194
888

227

1,082 227

39
70

156

109 156

13,955 6,503

September 30. 2016 December31.2015

Recorded
lnvestment

Unpaid
Principal
Balance

Related
Allowance

Recorded
lnvestment

Unpaid
Principal
Balance

Related
Allowance

$ 2,507
454

$ 3,390
454

$ 514
75

8 3,222 $ s,gso $ st¿

s 2.961 $ 3.844 $ 589 s 3.222 $ 3.930 s 514

$ 10,012
94

888

$ 10,392
1,589
I,078

$

921

$ 2,360

1.111

$ 2,634 $

$ 10,994 $ 13,059 $ $ 3,281 $ 3,745 $

$ 12,519
548
888

$ 13,782
2,043
1,078

514
75

$ $ s,sez

921 1.',t't'l

$ 6,564 $ u,:

$ r3.95s $ r6.903 $ 589 $ 6.503 $ 7.675 s 514
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lmpaired loans with a related
allowance for credit losses:

Real estate

lmpaired loans with no related
allowance for credit losses:
Real estate mortgage
Production and intermediate-term
Rural infrastructure

Total

Total impaired loans:
Real estate mortgage
Production and intermediate-term
Rural infrastructure

Total

lmpaired loans with a related
allowance for credit losses:
Real estate

Total

lmpaired loans with no related
allowance for credit losses:
Real estate mortgage
Production and intermediate-term

infrastructure

Total

Total impaired loans:
Real estate mortgage
Production and intermediate-term
Rural infrastructure

Total

For the Three Months Ended
September 30, 2016

For the Three Months Ended
Seotember 30. 2015

Average
lmoaired Loans

lnterest lncome
Recoqnized

Average
lmoaired Loans

lnterest lncome
Recoonized

s 3.002 $ $ 3.793 $

$ 3,002 $ $ 3,793 $

$ 9,903
304
886

$ 36
3

l5 946

g 2,721 5$

$ 1r.093 $ 54 $ 3.667 s 5

1$ 2,905
304
886

36$
3

15 946

$ o,st¿ $ :

$ 14.095 54$ $ 7,460 $ 5

For the Nine Months Ended
September 30. 2016

For the Nine Months Ended
Seotember 30. 201 5

Average
lmoaired Loans

lnterest lncome
Recoonized

Average
lmoaired Loans

lnterest lncome
Recoonized

$ 3,147 $ $ 3,992 $

$ 3.147 $ $ 3.992 $

$ 6,802
144
832

$ 294
6

29

$ 2,662
2

957

$ 157
2

s 7.778 $ 329 $ e,ozt $ 159

$ 9,949
144
832

$ 294
6

29

$ 6,654
2

957
2

$ tsz

$ 10.925 $ 329 $ 7.613 s 159
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The following tables provide an age analysis of past due loans (including accrued interest).

2016

Real estate mortgage
Production and intermediate-term
Agribusiness
Rural infrastructure
Rural residential real estate

finance

Total

December 3l 2015

Real estate mortgage
Production and intermediate-term
Agribusiness
Rural infrastructure
Rural residential real estate

ricultural finance

Total

A summary of changes in the allowance for loan losses is as follows:

Real estate mortgage
Production and intermediate-term
Agribusiness
Rural infrastructure

finance

Total

Real estate mortgage
Production and intermediate-term
Agribusiness
Rural infrastructure

ricultural

30-89
Days Past

Due

90 Days
or More

Past Due
Total Past

Due

Not Past
Due or less

than 30
Days Past

Due

Recorded
lnvestment

in Loans

Recorded
lnvestment
Accruing
Loans 90
Days or

More Past
Due

$ 1,806
4,751

156

$ 9,060
,:

$ 10,866
4,821

156

$ 754,527
180,627
11 1,589
42,311

1,083
4,942

$ 765,393
185,448
111,745
42,311

1,083
4.942

39
,:

$

$ 6.713 s 9.130 $ 15,843 $1,095,079 $1.110.922 $ 1og

30-89
Days Past

Due

90 Days
or More

Past Due
Total Past

Due

Not Past
Due or less

than 30
Days Past

Due

Recorded
lnvestment

in Loans

Recorded
lnvestment
Accruing
Loans 90
Days or

More Past
Due

$ 1,536
147

,:$ 4 $ 2,015
147

$ 54s,213
88,162
92,102
42,094

552
4.959

g 547,228
88,309
92,102
42,094

552
4.959

5.:$t

s 1.683 $ 479 ß 2:t62 s 773.082 $ 775,244 $ 156

Balance at
June 30,

2016 Charoe-offs Recoveries

Provision for
Loan Losses/
(Loan Loss
Reversals)

Balance at
September 30,

2016

$ 1,871
211
189
112

5

$ $ $ (15)
41
(3)

('t7)
l3)

$ 1,856
252
186
95

2

$ 2,388 $ $ $3 $ 2.391

Balance at
December 31,

2015 Charoe-offs Recoveries

Provision for
Loan Losses/
(Loan Loss
Reversals)

Balance at
September 30,

2016

$ 1,643
44

128
81

2

3$ $ $ zto
208

58
14

$ 1,856
252
186
95
2

$ 1,898 $g $ $ 496 $ 2.391Total

finance
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Real estate mortgage
Production and intermediate-term
Agribusiness
Rural infrastructure

Itural finance

Total

Real estate mortgage
Production and intermediate-term
Agribusiness
Rural infrastructure

ricultural fi

Total

The Association maintains a separate reserve for unfunded commitments, which is included in Liabilities on the
Association's Consolidated Statement of Condition. The related provision for the reserve for unfunded commitments
is included as part of the provision for credit losses on the Consolidated Statement of Comprehensive lncome, along
with the provision for loan losses.

A summary of changes in the reserve for unfunded commitments follows:

Balance at beginning of period
Provision for unfunded commitments

Total

Real estate mortgage
Production and intermediate-term
Agribusiness
Rural infrastructure
Rural residential real estate

finance

Total

Balance at
June 30,

2015 Charqe-offs Recoveries

Provision for
Loan Losses/
(Loan Loss
Reversals)

Balance at
September 30,

2015

$ 1,s80
57

116
170

2

$

:,

$ 71
(6)
21

(e3)

$ $ 1,648
51

137
77
2

$ 1,925 $ $ (3) $ (7) $ 1.915

Balance at
December 31,

2014 Charqe-offs Recoveries

Provision for
Loan Losses/
(Loan Loss
Reversals)

Balance at
September 30,

2015

$ 1,567
102
165
206

3

4$ 1$ $ 84
(51)
(28)

(12s)
(1)

$ 1,648
51

137
77

2

s 2.043 $4 s1 $ (125) $ 1,915

For the Three Months
Ended September 30

For the Nine Months
Ended September 30

2016 2015 2016 2015

$ 200
1

$ 102
15

$ tta
83 117

$

$ 201 $ ttz $ 201 $ 117

Allowance for Credit Losses
Endinq Balance at Seotember 30. 2016

Recorded lnvestments in
Loans Outstanding

Endino Balance at Seotember 30. 2016
lndividually

evaluated for
imoairment

Collectively
evaluated for
imoairment

lndividually
evaluated for
imoairment

Collectively
evaluated for
imoairment

14$ 5 $ 1,342
177
186
95

2

$ 12,519
548

888

$ 752,874
184,900
111,745
41,423

1,083
4.942

s 589 $ 1,802 $ 13,955 $ 1.096.967
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Real estate mortgage
Production and intermediate-term
Agribusiness
Rural infrastructure
Rural residential real estate

finance

Total

A restructuring of a debt constitutes a troubled debt restructuring (TDR) if the creditor, for economic or legal reasons
related to the debto/s financial difficulties, grants a concession to the debtor that it would not othenrvise consider.
The Association reòorded no TDRs during the nine months ended September 30, 2016.

The following table provides information on outstanding loans restructured in troubled debt restructurings at period
end. These loans are included as impaired loans in the impaired loan table.

Real estate mortgage
Rural infrastructure

Total
* Represents the portion of loans modified as TDRs (first column) that are in nonaccrual status.

NOTE 3. CAPITAL

The following tables present the activity in the accumulated other comprehensive loss, net of tax by component:

Pension and other benefit plans:
Beginning balance

Other comprehensive income before reclassifications
Net

Endi balance

The following table represents reclassifications out of accumulated other comprehensive income/(loss).

Pension and other benefit plans:

Net

Allowance for Credit Losses
Endinq Balance at December 31, 2015

Recorded lnvestments in
Loans Outstanding

Endinq Balance at December 31,2015
lndividually

evaluated for
imoairment

Collectively
evaluated for
imoairment

lndividually
evaluated for
impairment

Collectively
evaluated for
impairment

$ 514 $ 1,129
44

128
81

2

u'ut_1

921

::

$ $ s41,646
88,309
92,102
41,173

552
4.959

s 514 $ 1,384 $ 6,503 $ 768,741

Loans modified as TDRs TDRs in Nonaccrual Status*

September 30,
2016

December 31,
2015

September 30,
2016

December 31,
2015

$ ts¿ $ 227
921

$ $
921

$ 194 $ 1,148 $ $ 921

For the Three Months
Ended September 30

For the Nine Months
Ended Seotember 30

2016 2015 2016 2015

$ (e8)
4
4

,|
$ ( 03)

5
5

$ (r07)
13
13

$ (112)
14
14

$ f94) s (98) $ (e4) $ (98)

Amount Reclassified from Accumulated
Other Comorehensive lncome/lLoss)

Forthe Three Months Ended
Seotember 30

2016 2015

Location of Gain/Loss
Recognized in

Statement of lncome

4 5
Salaries and

emolovee benefits

$4 $sTotal reclassifications
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Pension and other benefit plans:

Net actuarial loss

Total reclassifi cations

NOTE 4. FAIR VALUE MEASUREMENTS

Accounting guidance defines fair value as the exchange price that would be received for an asset or paid to transfer a
liability in the principal or most advantageous market for the asset or liability. See Note 2 to the 2015 Annual Report
to Shareholders for a more complete description.

Assets measured at fair value on a recurring basis are summarized below:

Assets held in nonqualified benefits trusts
September 30, 2016
December 31 201

During the first nine months of 2016, the Association recorded no transfers in or out of Levels 1,2, or 3.

The Association had no liabilities measured at fair value on a recurring basis at September 30, 2016 or December 31,
2015.

Assets measured at fair value on a non-recuning basis for each of the fair value hierarchy values are summarized
below:

With regard to impaired loans and other property owned, it is not practicable to provide specific information on inputs
as each collateral property is unique. System institutions utilize appraisals to value these loans and other property
owned and takes into account unobservable inputs such as income and expense, comparable sales, replacement
cost and comparability adjustments.

The Association had no liabilities measured at fair value on a non-recurring basis at September 30, 2016 or
December 31,2015.

Financial assets and financial liabilities measured at carrying amounts and not measured at fair value on the
Consolidated Statement of Condition for each of the fair value hierarchy values are summarized as follows:

Valuation Techniques

As more fully discussed in Note 2 to the 2015 Annual Report to Shareholders, accounting guidance establishes a fair
value hierarchy, which requires an entity to maximize the use of observable inputs and minimize the use of
unobservable inputs when measuring fair value. The following presents a brief summary of the valuation techniques
used by the Association for assets and liabilities, subject to fair value measurement.

Amount Reclassified from Accumulated
Other Comorehensive lncome/lLoss)

For the Nine Months Ended
Seotember 30

2016 2015

Location of Gain/Loss
Recognized in

Statement of lncome

13 14
Salaries and employee
benefits

$ 13 s14

Fair Value Measurement Using
Levell I I-evelz I Levet3

TotalFair
Value

782
242

$
$ 1

$
$

$
$

782
.242

$
$1

Fa¡r Value Measurement Using
Levell I Level2 | Level3

Total Fair
I Value

Total
I Gains/(Losses)

September 30, 2016
Loans $ $ $ 2,397 $ 2,397 $ (75)

December 31,2015
Loans $ $ $ 4,714 $ 4.714 $ t63)
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Assefs Held in Non-Qualified Benefits lrusts
Assets held in trust funds related to deferred compensation and supplemental retirement plans are classified within
Level 1. The trust funds include investments that are actively traded and have quoted net asset values that are
observable in the marketplace.

Loans

For impaired loans measured on a non-recurring basis, the fair value is based upon the underlying real estate
collateral since the loans are collateral dependent. The fair value measurement process uses independent
appraisals and other market-based information, but in many cases it also requires significant input based on
managements knowledge of and judgment about current market conditions, specific issues relating to the collateral
and other matters. As a result, these fair value measurements fall within Level 3 of the hierarchy. When the value of
the real estate, less estimated costs to sell, is less than the principal balance of the loan, a specific reserve is
established and the net loan is reported at its fair value.

NOTE 5. SUBSEQUENT EVENTS

The Association has evaluated subsequent events through November 3,2016, which is the date the financial
statements were issued, and no material subsequent events were identified.

Page 18


	FinancialReport_FullPageCover_Q3
	3922_001

