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This annual information statement provides important information for investors in the debt securities jointly
issued by the four Farm Credit System Banks — AgFirst Farm Credit Bank, AgriBank, FCB, CoBank, ACB and
Farm Credit Bank of Texas (collectively, the Banks). These debt securities, which we refer to as Systemwide
Debt Securities, include:

 Federal Farm Credit Banks Consolidated Systemwide Bonds,
 Federal Farm Credit Banks Consolidated Systemwide Discount Notes,
 Federal Farm Credit Banks Consolidated Systemwide Medium-Term Notes, and

* any other debt securities that the Farm Credit System Banks may jointly issue from time to time.

This annual information statement does not constitute an offer to sell or a solicitation of an offer to buy
Systemwide Debt Securities. Systemwide Debt Securities are offered by the Federal Farm Credit Banks Funding
Corporation on behalf of the Banks pursuant to offering circulars for each type of debt offering. The relevant
offering circular as of this date is the Federal Farm Credit Banks Consolidated Systemwide Bonds and Discount
Notes Offering Circular dated October 18, 2010, as amended by supplements dated April 22, 2011, January 1,
2013 and February 19, 2014.

The offering circular may be amended or supplemented from time to time and a new offering circular may
be issued. Before purchasing Systemwide Debt Securities, you should carefully read the relevant offering circu-
lar, this annual information statement and other current information released by the Funding Corporation regard-
ing the Banks or Systemwide Debt Securities. At this time, no Systemwide Debt Securities are being offered
under the Federal Farm Credit Banks Global Debt Program Offering Circular dated October 10, 1996, the
Federal Farm Credit Banks Consolidated Systemwide Medium-Term Notes Offering Circular dated July 19,
1993, as amended by supplements dated February 26, 1997 and June 11, 1999 or the Federal Farm Credit Banks
Consolidated Systemwide Master Notes Offering Circular dated December 21, 1999, as amended by the supple-
ment dated August 20, 2001. No securities previously offered under the Global Debt Offering Circular or the
Master Notes Offering Circular are currently outstanding.

Systemwide Debt Securities are the joint and several obligations of the Banks and are not obligations
of and are not guaranteed by the United States government. Systemwide Debt Securities are not required to
be registered and have not been registered under the Securities Act of 1933. In addition, the Banks are not
required to file and do not file periodic reports under the Securities Exchange Act of 1934. Systemwide Debt
Securities have not been recommended by any federal or state securities commission or regulatory authority.
Furthermore, these authorities have not confirmed the accuracy or determined the adequacy of any offering
material.

Certification

The undersigned certify that (1) we have reviewed this annual information statement, (2) this annual
information statement has been prepared in accordance with all applicable statutory or regulatory
requirements, and (3) the information contained in this annual information statement is true, accurate,
and complete to the best of the signatories’ knowledge and belief.

QOLAA &W Ohasen . [ILNR Yo, B Brnnne

J. Less Guthrie Theresa E. McCabe Karen R. Brenner

Chairman of the Board President and CEO Managing Director — Financial
Management Division
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WHERE YOU CAN FIND ADDITIONAL INFORMATION

Farm Credit System quarterly and annual information statements and press releases relating to financial
results or other developments affecting the System issued by the Federal Farm Credit Banks Funding Corporation
for the current fiscal year and the two preceding fiscal years, as well as offering circulars relating to Systemwide
Debt Securities, are available for inspection at, or will be furnished without charge upon request to, the Federal
Farm Credit Banks Funding Corporation, 10 Exchange Place, Suite 1401, Jersey City, New Jersey 07302; tele-
phone (201) 200-8000. These documents are also available on the Funding Corporation’s website located at
www.farmcreditfunding.com. Other information regarding the System can be found on the System’s website
located at www.farmcredit.com.

In addition, copies of quarterly and annual reports of each Bank and each Farm Credit Bank (AgFirst Farm
Credit Bank, AgriBank, FCB and Farm Credit Bank of Texas) combined with its affiliated Associations may be
obtained from the individual Bank. Bank addresses and telephone numbers where copies of these documents may
be obtained are listed on page S-29 of this annual information statement. These documents and further
information on each Bank or each Farm Credit Bank combined with its affiliated Associations and links to a
Bank’s affiliated Associations’ websites are also available on each Bank’s website as follows:

» AgFirst Farm Credit Bank — www.agfirst.com

» AgriBank, FCB — www.agribank.com

¢ CoBank, ACB — www.cobank.com

e Farm Credit Bank of Texas — www.farmcreditbank.com

Information contained on these websites is not incorporated by reference into this annual information state-
ment and you should not consider information contained on these websites to be part of this annual information
statement.



FIVE-YEAR SUMMARY OF SELECTED COMBINED
FINANCIAL DATA AND KEY FINANCIAL RATIOS

The following selected combined financial data
for each of the five years in the period ended
December 31, 2013 has been derived from the aud-
ited combined financial statements of the Farm
Credit System. The selected combined financial data
and combined financial statements of the Farm Credit
System combine the financial condition and operat-
ing results of each of the Banks, their affiliated
Associations, the Federal Farm Credit Banks Funding
Corporation, and the Farm Credit Insurance Fund,
and reflect the investments in, and allocated earnings
of, certain service organizations owned by the Banks
or Associations. All significant intra-System trans-
actions and balances have been eliminated in combi-
nation. Because System entities are financially and
operationally interdependent, we believe providing
the combined financial information is more mean-
ingful to investors in Systemwide Debt Securities
than financial information relating to the Banks on a
stand-alone basis (i.e., without the Associations).

Combined Statement of Condition Data
Loans ......... ... . . .
Allowance for loanlosses ......................

Netloans . ...t
Cash, Federal funds sold and investments ..........
Accrued interest receivable . ....................
Other property owned . .. ... ...
Totalassets . ...
Systemwide bonds and medium-term notes . . .......
Systemwide discountnotes .....................
Subordinateddebt . .......... ... ... ... ... ... ...
Otherbonds .......... ... .
Mandatorily redeemable preferred stock ...........
Protected borrower stock .............. .. ... ....
Total liabilities ........... .. ... . ...
Capital ... .
Combined Statement of Income Data

Net interest iNCOME . . . ..ot vi e
Loan loss reversal (provision for loan losses) .......
Net noninterest eXpense . .......................

Income before incometaxes . ....................
Provision for income taxes . .....................

NEtINCOME . ... oottt

While this annual information statement reports on
the combined financial condition and results of oper-
ations of the Banks, Associations, and other System
entities specified above, only the Banks are jointly
and severally liable for payments on Systemwide
Debt Securities. As an important component of the
System combined financial statements, Note 22 to the
accompanying combined financial statements pro-
vides combining Bank-only financial condition and
results of operations information. Copies of quarterly
and annual reports of each Bank are available on its
website; see page 2 for a listing of the websites.

The combined statement of condition at
December 31, 2013 and 2012 and the related com-
bined statements of income, of comprehensive
income, of changes in capital, and of cash flows for
each of the three years in the period ended
December 31, 2013 and related notes appear else-
where in this annual information statement.

2013 2012 2011 2010 2009

(in millions)

$201,060 $191,904 $174,664 $175351 $164,830
(1,238)  (1,343)  (1290)  (1,447)  (1,359)
199,822 190,561 173,374 173904 163,471
51,893 46,928 47281 46282 42221
1,719 1,668 1,750 1,881 1,952
198 324 458 454 241
260,782 246,664 230,411 229,973 215,457
188,852 183418 171,140 169,579 165,692
18,637 14,548 13,640 19,194 11,604
1,555 1,555 1,650 1,650 1,550
3,215 2,399 2,109 802 1,062
225 225

1 2 5 7 8
218,181 208,055 194471 196,722 185,498
42,601 38,609 35940 33251 29,959
$ 6674 $ 6477 $ 6259 $ 5890 $ 5,392
3] (313) (430) (667) (925)
(1,844)  (1,824)  (1,620)  (1,510)  (1,422)
4,861 4,340 4,209 3,713 3,045

(221) (222) (269) (218) (195)

$§ 4640 $ 4,118 § 3940 $ 3495 $ 2,850




Combined Key Financial Ratios

Certain combined key financial ratios of the System are set forth below:

2013 2012 2011 2010 2009

Return on average assets . .. .....ouvtnnt i 1.86% 1.74% 1.71% 1.60% 1.33%
Return on average capital .......... .. ... .. .. . . . ... 1143 1096 11.21 10.90 9.92
Net interest income as a percentage of average earning assets ... ... 2.78 2.87 2.86 2.82 2.65
Operating expense as a percentage of net interest income and

NONINEETESt INCOME . . o\ v vttt ettt e e 334 322 30.5 31.0 31.3
Net loan charge-offs as a percentage of average loans . . ........... 0.03 0.13 0.28 036 032
Nonperforming assets as a percentage of loans and other

Property OWned . .. ...otit i 1.11 1.53 1.97 2.18 2.29
Allowance for loan losses as a percentage of loans outstanding

atyearend . ... .. 0.62 070 074  0.83 0.82
Capital as a percentage of total assets at yearend ................ 16.3 15.7 15.6 14.5 13.9
Capital and allowance for loan losses as a percentage of loans

outstanding atyearend . ........... .. ...l 21.8 20.8 21.3 19.8 19.0
Debt to capital at yearend ........... .. .. ... 5.12:1 5.39:1 541:1 592:1 6.19:1



BUSINESS

Overview of the Farm Credit System

The Farm Credit System is a federally chartered
network of borrower-owned lending institutions
comprised of cooperatives and related service orga-
nizations. Cooperatives are organizations that are
owned and controlled by their members who use the
cooperatives’ products or services. The U.S. Con-
gress authorized the creation of the first System
institutions in 1916. Our mission is to provide sound
and dependable credit to American farmers, ranchers,
producers or harvesters of aquatic products, their
cooperatives, and certain farm-related businesses. We
do this by making appropriately structured loans to
qualified individuals and businesses at competitive

Structure/Ownership of the Farm Credit System

The following chart depicts the current overall structur

rates and providing financial services and advice to
those persons and businesses.

Consistent with our mission of serving rural
America, we also make rural residential real estate
loans, finance rural communication, energy and water
infrastructures and make loans to support agricultural
exports and to finance other eligible entities.

Congress established the Farm Credit Admin-
istration as the System’s independent federal regu-
lator to examine and regulate System institutions,
including their safety and soundness. System
institutions are federal instrumentalities.

e and ownership of the System.

Congressional Oversight | Congressional Agriculture Committees |
Regulation/Supervision/ Farm Credit Administration Farm Credit System Insurance The Farm
Other (Regulator) Corporation Credit Council
Agent for the Banks Federal Farm Credit Banks Funding Corporation
A

| |
System Banks CoBank, ACB | | AgFirst FCB | |AgriBank, FCB| | FCB of Texas

L) L) L) LY

A

Cooperatives and Other
Eligible Borrowers

Associations

¥

f

Farmers, Ranchers, Rural Homeowners and Other Eligible Borrowers

The Associations are cooperatives owned by
their borrowers, and the Farm Credit Banks (AgFirst,
AgriBank and Texas) are cooperatives primarily
owned by their affiliated Associations. The Agricul-
tural Credit Bank (CoBank) is a cooperative princi-
pally owned by cooperatives, other eligible
borrowers and its affiliated Associations. The Banks
and Associations each have their own board of direc-
tors and are not commonly owned. Each Bank and
Association manages and controls its own business
activities, operations and financial performance.

The Banks jointly own the Federal Farm Credit
Banks Funding Corporation (Funding Corporation).

The Funding Corporation, as agent for the Banks,
issues and markets Systemwide Debt Securities in
order to raise funds for the lending activities and
operations of the Banks and Associations. The Fund-
ing Corporation also provides the Banks with certain
consulting, accounting and financial reporting serv-
ices, including the preparation of the System’s quar-
terly and annual information statements and the
System’s combined financial statements contained in
those information statements. As the System’s finan-
cial spokesperson, the Funding Corporation is
primarily responsible for financial disclosure and the
release of public information concerning the financial
condition and performance of the System.



Systemwide Debt Securities are the general
unsecured joint and several obligations of the
Banks. Systemwide Debt Securities are not obliga-
tions of and are not guaranteed by the United
States government. In addition, Systemwide Debt
Securities are not the direct obligations of the
Associations and, as a result, the capital of the
Associations may not be available to support
principal or interest payments on Systemwide
Debt Securities.

Our Business Model

A Bank and its affiliated Associations are finan-
cially and operationally interdependent as the Bank is
statutorily required to serve as an intermediary
between the financial markets and the retail lending
activities of its affiliated Associations. The Banks are
the primary source of funds for the Associations.
Associations are not legally authorized to accept
deposits and may not borrow from other financial
institutions without the approval of their affiliated
Bank. The Banks are not legally authorized to accept
deposits and they principally obtain their funds

through the issuance of Systemwide Debt Securities.
Other less significant sources of funding for the
Banks include internally generated earnings, the
issuance of common and preferred equities and the
issuance of subordinated debt. As a result, the loans
made by the Associations are primarily funded by the
issuance of Systemwide Debt Securities by the
Banks. The repayment of Systemwide Debt Secu-
rities is dependent upon the ability of borrowers to
repay their loans from the Associations. In addition,
CoBank makes retail loans and leases directly to
cooperatives, rural infrastructure companies, and
other eligible borrowers. The Banks also purchase
retail loan participations from Associations, other
Banks and non-System lenders. Therefore, the
repayment of Systemwide Debt Securities is also
dependent upon the ability of these borrowers to
repay their loans.

The chart below illustrates the flow of funds
from investors in Systemwide Debt Securities to the
System’s borrowers and the ultimate repayment of
funds to investors resulting from borrower loan
repayments.

Repayment ) Repayment >
Farmers Associations
Ranchers Retail
etail

Rural Loans

Homeowners
Agribusinesses
Rural

Infrastructure Repayment

Companies
Other Eligible

Retail Loans

Wholesale | System Banks
Loans AgFirst FCB

AgriBank, FCB
CoBank, ACB
FCB of Texas

Investors Purchase
Systemwide Debt Securities

Funds Funds

Repayment ) Repayment )
:I] Funding Corp. j

Borrowers
Overview of Our Business

As required by the Farm Credit Act, we special-
ize in providing financing and related services to
eligible, creditworthy borrowers in the agricultural
and rural sectors, to certain related entities, and to
domestic or foreign parties in connection with the
export of U.S. agricultural products. We make credit
available in all 50 states, the Commonwealth of
Puerto Rico, and, under conditions set forth in the
Farm Credit Act, U.S. territories.

System institutions may also provide a variety
of financially related services to their borrowers, as
discussed in the “Financially Related Services” sec-
tion.

Government-Sponsored Enterprise Status

In order to better accomplish our mission, Con-
gress has granted the System certain attributes that

result in government-sponsored enterprise status for
the System. As a government-sponsored enterprise,
we have traditionally been able to raise funds at
competitive rates and terms, in varying economic
environments. This ability to raise funds has histor-
ically allowed us to make competitively priced loans
to eligible borrowers and thus accomplish our mis-
sion. (See “Business — Risk Factors” for a dis-
cussion of the potential impact of changes on the
sovereign credit rating of the U.S. on the System
given its government-sponsored enterprise status and
the uncertainty about the future of government-
sponsored enterprises.)

Agricultural Industry Overview

The agricultural sector has been a key economic
force in the U.S. economy and is strongly affected by



domestic and global economic conditions. The Sys-
tem was created to provide support for this sector
because of its significance to the well-being of the
U.S. economy and the U.S. consumer. Profitability in
our business is dependent on the health of the U.S.
agricultural sector, which is heavily influenced by
domestic and world demand for agricultural products,
and impacted by government support programs,
including crop insurance, to producers of certain
agricultural commodities. (See “Business — Risk
Factors” for a discussion of potential changes in the
agricultural spending policies of the U.S. government
in light of the U.S. budget deficit and its potential
impact on the System’s borrowers.) Further, off-farm
income is important to the repayment ability of many
agricultural producers. Accordingly, our business
also may be impacted by the health of the general
U.S. economy.

System Lending Institutions

The two types of entities through which we
conduct our lending business are the Banks and the
Associations.

Banks

At December 31, 2013, the System had four
Banks (three Farm Credit Banks and one Agricultural
Credit Bank). The Banks’ lending operations include
wholesale loans to their affiliated Associations and
loan participations in eligible loans purchased from
Associations, other Banks and non-System lenders. In
addition, CoBank, as the Agricultural Credit Bank, has
additional nationwide authority to make retail loans
directly to cooperatives and other eligible entities.

The Banks obtain a substantial majority of funds
for their lending operations through the issuance of
Systemwide Debt Securities, but also obtain some of
their funds from internally generated earnings, from
the issuance of common and preferred equities and
from the issuance of subordinated debt.

Associations

At December 31, 2013, the System had 82
Associations. As of January 1, 2014, due to mergers
involving several Associations, the System had 78
Associations  throughout the nation and the
Commonwealth of Puerto Rico. There are 76
Agricultural Credit Associations with Production
Credit Association subsidiaries and Federal Land
Credit Association subsidiaries, and two Federal
Land Credit Associations. The Federal Land Credit
Associations make real estate mortgage loans, includ-

ing rural residential real estate loans. Agricultural
Credit Associations may, directly or through their
subsidiaries, make real estate mortgage loans, pro-
duction and intermediate-term loans, agribusiness
loans (processing and marketing loans, and certain
farm-related business loans) and rural residential real
estate loans. These retail loans are made to farmers,
ranchers, producers or harvesters of aquatic products,
farm-related businesses and rural homeowners.
Associations may also purchase eligible loan partic-
ipations from other System entities and non-System
lenders. Although the Associations obtain some of
the funds for their lending operations from internally
generated earnings and from the issuance of equities,
the substantial majority of their funding is obtained
through borrowings from their affiliated Bank.

Districts

Each Bank combined with its affiliated Associa-
tions is referred to as a District. The following table
lists the four Districts and provides information about
the asset size and the loan portfolio size of each Dis-
trict as of December 31, 2013.

District Assets Loans

(in millions)

AgFirst .. ... $ 32,261 $23,271
AgriBank ................. 100,329 82,770
Texas ..., 22,373 17,725
CoBank .................. 106,355 81,603

There is substantial variation among the Dis-
tricts with respect to size, number and mix of
Associations. The largest Associations, those with
assets over $1 billion, accounted for 48.7% of the
System’s assets at both December 31, 2013 and 2012
and accounted for 59.0% and 58.0% of the System’s
loans at December 31, 2013 and 2012. A summary of
these Associations by asset size can be found in the
Supplemental Financial Information on pages F-85
and F-86.

Products and Services
Loans by Banks

The Banks lend to the Associations in their Dis-
trict and, to a much lesser extent, other eligible
financial institutions relating to their agricultural loan
portfolios (e.g., national or state banks, trust or
finance companies, savings institutions or credit
unions).



CoBank also may make the following types of
loans:

e Agribusiness loans — primarily to finance the
operations of cooperatives and other busi-
nesses in various agricultural sectors such as
grain handling and marketing, farm supply,
food processing, dairy, livestock, fruits, nuts,
vegetables, cotton, biofuels and forest prod-
ucts,

e Communication loans — primarily to finance
rural communication companies,

* Energy loans — primarily to finance electric
generation, transmission and distribution sys-
tems serving rural areas,

e Water/waste water loans — primarily to
finance water and waste water systems serv-
ing rural areas, and

e Agricultural export finance loans — primarily
to provide short- and medium-term trade
finance to other banks to support U.S.
exporters for international trade of agricul-
tural products. The federal government guar-
antees a substantial portion of these loans.

The primary products and services related to
these loans, except agricultural export finance loans,
include term loans, revolving lines of credit, project
financing, leasing, tax-exempt bond issuances, capital
markets services and cash management and invest-
ment products.

These lending authorities are subject to certain
limitations and criteria. The Banks may purchase
participations in loans made by the Associations,
other Banks and non-System lenders to eligible bor-
rowers or certain entities whose operations are func-
tionally similar to those of an eligible borrower and
may also participate in any loan originated or pur-
chased by CoBank.

Loans by Associations

The Associations offer the following types of
loans to their borrowers:

* Real estate mortgage loans — generally to
purchase farm real estate, refinance existing
mortgages, construct various facilities used in
agricultural operations, or purchase other rural
residential/lifestyle real estate for both full-
time and part-time farmers. In addition, credit
for other agricultural purposes and family

needs is available to full-time and part-time
farmers. Real estate mortgage loans have
maturities ranging from five to 40 years and
must be secured by first liens on the real
estate. These loans may be made only in
amounts up to 85% of the appraised value of
the property taken as security or up to 97% of
the appraised value if guaranteed by a federal,
state, or other governmental agency. The
actual percentage of loan-to-appraised value
when loans are made is generally lower than
the statutory maximum percentage.

Production and intermediate-term loans — for
operating funds, equipment and other pur-
poses. Eligible financing needs include
operating inputs (such as labor, feed, fertil-
izer, and repairs), livestock, family living
expenses, income taxes, debt payments on
machinery or equipment, and other business-
related expenses. Production loans may be
made on a secured or unsecured basis and are
most often made for a period of time that
matches the borrower’s normal production
and marketing cycle, which is typically less
than 12 months. Intermediate-term loans typi-
cally finance depreciable capital assets of a
farm or ranch. Examples of the uses of
intermediate-term loans are to purchase or
refinance farm machinery, vehicles, equip-
ment, breeding livestock, or farm buildings, to
make improvements, or to provide working
capital. Intermediate-term loans are made for
a specific term, generally 10 years or less.
These loans may be made on a secured or
unsecured basis, but are normally secured.

Agribusiness loans — may be made on a
secured or unsecured basis.

e Processing and marketing loans — for
operations to process or market the products
produced by a farmer, rancher, or producer
or harvester of aquatic products, or by a
cooperative.

¢ Farm-related business loans — to eligible
borrowers that furnish certain farm-related
business services to farmers or ranchers that
are directly related to their agricultural
production.

Rural residential real estate loans — to pur-
chase a single-family dwelling that will be the
primary residence in rural areas, which may



include a town or village that has a population
of not more than 2,500 persons. In addition,
the loan may be to remodel, improve, or repair
a rural home, or to refinance existing debt.
These loans must be secured by a first lien on
the property, except that it may be secured by
a second lien if the institution also holds the
first lien on the property.

Associations may also purchase participations in
loans made by other Associations, System Banks and
non-System lenders to eligible borrowers or certain
entities whose operations are functionally similar to
those of an eligible borrower.

Loan Interest Rate and Prepayment Features

Depending on the purpose of the loan, its repay-
ment terms and the creditworthiness of the borrower,
several interest rate (fixed or floating) and prepay-
ment features may be available for a loan. Indexed
floating-rate loans are tied solely to an external index
such as the London InterBank Offered Rate (LIBOR)
or the prime rates charged by certain commercial
banks (Prime). The interest rate on an adjustable-rate
loan may be fixed for a period of time and adjusted
periodically by predetermined amounts and may have
an adjustment rate cap for each period as well as for
the life of the loan. The interest rate on an
administered-rate loan may be adjusted periodically
on a basis internally determined by the lending
institution. The interest rate on a fixed-rate loan will
not change for the fixed-rate period of the loan.

A range of prepayment options exists on fixed-
and floating-rate loans. These options range from
loans with “make-whole” prepayment fee provisions,
i.e., the borrower pays an additional amount when the
loan is prepaid to cover the loss from the residual
higher-cost funding that can occur as a result of the
prepayment, to loans that may be prepaid without any
prepayment fee provisions.

Investments in Rural America

In addition to making loans to accomplish the
System’s Congressionally mandated mission to
finance agriculture and rural America, the Banks and
Associations may make investments in rural America
to address the diverse needs of agriculture and rural
communities across the country. The Farm Credit
Administration approves these investments on a case-
by-case basis. The Farm Credit Administration has
also approved these investments on a program basis.
Examples of investment programs that the Farm

Credit Administration has considered include partner-
ships with agricultural and rural community lenders,
investments in rural economic development and
infrastructure, and investments in obligations and
mortgage securities that increase the availability of
affordable housing in rural America. Effective
December 31, 2014, the Farm Credit Administration
will conclude each pilot program approved as part of
the Investment in Rural America program initiated in
2004. Each institution participating in such program
may continue to hold its investments through the
maturity dates for each investment, provided the
institution continues to meet all approval conditions.
Although the pilot programs are concluding, the FCA
can consider future requests on a case-by-case basis.

Financially Related Services

System institutions also provide a variety of
products and services to their borrowers designed to
enhance their business. Products and services pro-
vided by certain System institutions include:

e acting as an agent or broker, credit and mort-
gage life or disability insurance developed
specifically for System borrowers to protect
the repayment of loan obligations,

e acting as an agent or broker, various types of
crop insurance covering specific risks (e.g.,
hail, fire, or lightning) and multi-peril crop
insurance to protect against unpredictable
weather and volatile markets in a combination
of yield and revenue-based products,

e acting as an agent or broker, livestock risk pro-
tection that provides revenue protection during
unpredictable declines in the livestock industry,

e estate planning, record keeping, and tax plan-
ning and preparation,

* fee appraisal services, and

e cash management products and services and
other related services to allow borrowers to
more effectively manage their financial
positions.

The Banks and Associations make the above-
described insurance available through private
insurers.

One institution has entered, and others may enter,
into a contractual arrangement to provide financial
support to a captive reinsurance company in a specified
dollar amount, which is not material to the System’s



financial condition or results of operations. That
reinsurance company provides reinsurance for crop
insurance policies written by Approved Insurance Pro-
viders as designated by USDA. The involved System
institutions share in the gains and losses of the captive
reinsurance company in accordance with the terms of
the contract, but are responsible for losses only up to
predetermined limits as set forth in the contract.

In addition, a subsidiary of one Bank and certain
other System institutions provide leasing services to
their customers that include a broad spectrum of lease
options tailored to the borrower’s unique financial
needs. These leasing services include the leasing of
equipment, vehicles and facilities used by our borrowers
in their businesses.

Customers

Our borrowers consist of farmers, ranchers,
producers and harvesters of aquatic products, agricul-
tural cooperatives, eligible rural communications,
energy and water infrastructure companies, rural
homeowners and other eligible entities, including
other financial institutions (e.g., national or state
banks, trust or finance companies, savings
institutions or credit unions).

We make loans and provide financially related
services to qualified borrowers in the agricultural and
rural sectors and to certain related entities. Our loan
portfolio at the System level is diversified by commod-
ity and geographic location. On a combined basis, loans
to farmers of cash grains totaled 14.4% of the System’s
total assets at December 31, 2013, up from 14.0% at
December 31, 2012. Loans to borrowers raising live-
stock, which do not include poultry and dairy, repre-
sented 9.6% and 9.7% of the System’s total assets at
December 31, 2013 and December 31, 2012. However,
due to the geographic territories served by individual
Banks and Associations, most System institutions have
higher concentrations of certain types of loans or
commodities than does the System as a whole.

As part of our mission, we have established
policies and programs for furnishing sound and con-
structive credit and related services to young, begin-
ning, and small farmers and ranchers. A summary of
these activities can be found in the Supplemental
Financial Information on pages F-87 and F-88.

In accordance with the Farm Credit Act, each
borrower, as a condition of borrowing, is generally
required to invest in capital stock or participation
certificates (non-voting equity investment) of the
Association or Bank that originates the loan. The ini-
tial investment requirement may vary by Association

10

or Bank, with the minimum being the statutory
minimum amount of 2% of the loan amount or one
thousand dollars, whichever is less. The different
classes of capital stock and participation certificates
and the manner in which capital stock and partic-
ipation certificates are issued, retired and transferred
are set forth in the respective Bank’s or Association’s
bylaws. The Bank or Association generally has a first
lien on the capital stock and participation certificates
as collateral for the repayment of the borrower/
stockholder loan. For a more detailed discussion of
these requirements, see Note 13 to the System’s
combined financial statements contained in this
annual information statement.

Loan Underwriting Standards

Credit risk arises from the potential inability of a
borrower to meet a repayment obligation. This credit
risk is managed at both the Association and Bank lev-
els. Farm Credit Administration regulations establish
loan-to-value limits for real estate mortgage loans and
require that collateral be posted for real estate mort-
gage loans and some production loans. System
institutions are required to adopt written standards for
prudent lending and effective collateral evaluation.

Underwriting by Associations

The Associations manage credit risk through the
use of underwriting standards, credit analysis of bor-
rowers and portfolio management techniques. When
making a loan, the Associations consider many factors
about the borrower and apply certain underwriting
standards to the lending process. The factors consid-
ered in the underwriting process include borrower
integrity, credit history, cash flows, equity, and
collateral, as well as other sources of loan repayment,
loan pricing and an evaluation of management and the
board of directors, if applicable. Additionally, many
borrowers have off-farm sources of income that
enhance their debt repayment capacity. Other factors
that may influence the risk profiles of the loan portfo-
lios of Associations include the benefit of vertical
integration (control over all stages of production of a
commodity) and the impact of urban and recreational
influences on real estate values, which tend to reduce
farm income volatility at the producer level.

To mitigate credit risk, each Association estab-
lishes lending limits, which represent the maximum
amount of credit that can be extended to any one bor-
rower. Further, in some instances, portfolio risk is
managed through the purchase and sale of loan partic-
ipations with other lenders in order to diversify portfolio
concentrations by borrower, commodity and geography.



Underwriting by Banks

The Banks also employ risk management practi-
ces when making wholesale loans to their affiliated
Associations and loans to their retail borrowers. With
respect to retail lending, the Banks manage credit risk
through the use of underwriting standards, credit
analysis of borrowers and portfolio management
techniques. Similar to the Associations, when making
a loan, they consider many factors about the bor-
rower and apply underwriting standards to the lend-
ing process. The factors considered, and underwriting
standards utilized, include borrower earnings, cash
flows, equity, and collateral, as well as loan pricing
and an evaluation of management and the board of
directors, if applicable. The Banks, similar to the
Associations, also mitigate credit risk by establishing
lending limits and manage the portfolio through the
purchase and sale of loan participations.

In the case of wholesale loans to Associations,
the assets of the Association secure the Bank’s loan
to the Association and the lending terms are specified
in a general financing agreement between each Asso-
ciation and its affiliated Bank. These financing
agreements typically include:

e measurable, risk-based covenants,

e collateralization of the loan by substantially
all Association assets,

e the Bank’s prior approval of certain loans
made by an Association,

* a defined borrowing base calculation or
maximum loan amount,

e a prohibition against other borrowings without
the Bank’s approval, and

¢ loan rates tied to financial performance.

Competition

The System competes with other lenders, includ-
ing local, regional, national and international
commercial banks, insurance companies, manu-
facturers and suppliers, captive finance companies of
manufacturers and suppliers and non-traditional
lenders. Competition varies throughout the nation.
System charters and regulations impose geographic
and authority limitations on System institutions that
are not imposed on competitors. Commercial banks
have a broad spectrum of lines of business and finan-
cially related services they can offer and may also
have access to competitively priced funds for their
lending activities as these banks have the ability to
accept deposits.
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Competition is also a consideration in con-
nection with the issuance of Systemwide Debt Secu-
rities. In addition to securities issued by the U.S.
Treasury, we compete with Fannie Mae, Freddie
Mac, the Federal Home Loan Banks, other federal
government-sponsored enterprises, foreign govern-
ments and other highly rated issuers for funds raised
through the issuance of unsecured debt in the debt
markets. Increases in the issuance of debt by these
other issuers could lead to higher interest costs on our
debt securities than would otherwise be the case. (See
“Business — Risk Factors” for a discussion of how
changing perceptions of government-sponsored
enterprise status may intensify competition in con-
nection with the issuance of Systemwide Debt
Securities.)

Federal Farm Credit Banks Funding Corporation

As agent for the Banks, the Funding Corporation
issues and markets Systemwide Debt Securities. The
Funding Corporation, which was established by the
Farm Credit Act, is owned by the Banks and is
located in the metropolitan New York City area. The
composition of the board of directors of the Funding
Corporation is defined by statute and is comprised of
nine voting members: four current or former Bank
directors and three Bank chief executive officers or
presidents elected by the Banks, and two additional
voting members appointed by the shareholder-elected
members of the board of directors after receiving
recommendations from and consulting with the
Secretary of the Treasury and the Chairman of the
Board of Governors of the Federal Reserve System.
The appointed directors cannot be affiliated with the
System or our regulator and cannot be actively
engaged with a member of the group of banks and
securities dealers involved in selling Systemwide
Debt Securities. The president of the Funding Corpo-
ration serves as a non-voting member of the Funding
Corporation’s board of directors.

At December 31, 2013, the Funding Corporation
utilized a selling group of 29 banks and securities
dealers to sell Systemwide Debt Securities. The
Funding Corporation’s selling group distributes Sys-
temwide Debt Securities on a worldwide basis to
investors, including commercial banks, states,
municipalities, pension and money-market funds,
insurance companies, investment companies, corpo-
rations and foreign banks and governments. In addi-
tion, the Funding Corporation assists the Banks with
respect to a variety of asset/liability management and
certain specialized funding activities.



The Funding Corporation, subject to Farm
Credit Administration approval, is responsible for
determining the amounts, maturities, rates of interest,
and terms of each issuance of Systemwide Debt
Securities and for establishing conditions of partic-
ipation in the issuances of Systemwide Debt Secu-
rities by the Banks. In this regard, the Funding
Corporation and all of the Banks have entered into
the Second Amended and Restated Market Access
Agreement. For a detailed discussion of the Market
Access Agreement, see “Description of Systemwide
Debt Securities — Agreements Among Certain Sys-
tem Institutions — Second Amended and Restated
Market Access Agreement” below.

The Funding Corporation also provides the
Banks with certain consulting, accounting, and
financial reporting services, including the preparation
of the System’s quarterly and annual information
statements and the System’s combined financial
statements contained in those information statements.
As the System’s financial spokesperson, the Funding
Corporation is primarily responsible for financial
disclosure and the release of public information
concerning the financial condition and performance
of the System.

Federal Agricultural Mortgage Corporation
(Farmer Mac)

The System is financially and operationally
separate and distinct from Farmer Mac with no ties
similar to those that bind the System institutions.
Additionally, the financial information of Farmer
Mac is not included in the combined financial state-
ments of the System. While Farmer Mac is statutorily
defined as an institution of the System and is exam-
ined and regulated by the Farm Credit Admin-
istration, any reference to the System herein does not
include Farmer Mac, and no System institution is
liable for any debt or other obligation of Farmer Mac.
Furthermore, Farmer Mac is not liable for any debt or
other obligation of any other System institution
except for contractual obligations arising from busi-
ness transactions between Farmer Mac and certain
System institutions. The assets of the Farm Credit
Insurance Fund do not support any debt or other
obligations of Farmer Mac nor do the System’s
independent credit ratings apply to Farmer Mac,
which has not been rated by any Nationally Recog-
nized Statistical Rating Organization.

Farmer Mac provides a secondary market for
qualified agricultural mortgage loans, rural housing
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mortgage loans, rural utilities loans (to cooperative
borrowers made by cooperative lenders) and the
guaranteed portion of agricultural and rural
development loans guaranteed by the U.S. Depart-
ment of Agriculture. By statute, the Farmer Mac
board of directors shall consist of 15 members, of
which five shall be representatives of the System.

Some System institutions have entered into
guarantee agreements with Farmer Mac that provide
a credit enhancement on certain loans or to manage
their capital positions. These transactions present
counterparty risk should Farmer Mac fail to perform
under these guarantees. However, this risk is consid-
ered “secondary” in that System institutions rely
primarily on customer loan repayment capacity.
These agreements are commonly referred to as long-
term standby commitment to purchase agreements.
System institutions may also securitize mortgage
loans by exchanging the loans for Farmer Mac
mortgage-backed securities. At December 31, 2013
and 2012, Farmer Mac guaranteed $2.108 billion and
$1.853 billion of loans issued by System institutions
and System institutions had exchanged $858 million
and $999 million of loans for mortgage-backed secu-
rities issued by Farmer Mac.

The Farm Credit Council

The Farm Credit Council is a federated trade
association representing the System before Congress,
the Executive Branch and others. The Farm Credit
Council provides the mechanism for member
“grassroots” involvement in the development of
System positions and policies with respect to federal
legislation and government actions that impact the
System. The financial information of The Farm
Credit Council is not included in the combined
financial statements of the System.

Governance
Boards of Directors

Each Bank and Association has its own board of
directors, which is primarily comprised of directors
elected by the stockholders, that oversees the
management of the Bank or the Association. Farm
Credit Administration regulations require each Bank
and Association to have a nominating committee that
is responsible for identifying, evaluating and
nominating candidates for director positions. Each
committee should nominate at least two candidates
for each director position. Stockholder-elected direc-
tors must constitute at least 60 percent of the



members of the board. Therefore, each board may
include additional directors appointed by the
stockholder-elected directors. In addition, each Bank
and each Association with assets exceeding $500
million is required to have at least two outside direc-
tors. All other Associations must have at least one
outside director. Each Bank and Association board
must have a member who is a financial expert, except
for those Associations with assets of $500 million or
less, who may retain a financial advisor. The boards
of directors represent the interests of the stockholders
of their particular institution. Each board of directors
performs the following functions, among others:

e selects, compensates and evaluates the chief
executive officer,

 approves the strategic plan and annual operat-
ing plans and budget,

e advises management on significant issues
facing the institution, and

e oversees the financial reporting process,
communications with stockholders and the
institution’s legal and regulatory compliance.

In addition to having a nominating committee,
each Bank and Association has an audit committee
and a compensation committee and may also have
additional committees as determined by the board of
the Bank or Association. The audit committee
members must be members of the board and at least
one member designated as a financial expert must
serve on the audit committee. The audit committee is
responsible for the oversight of the financial report-
ing process and the internal controls related to the
preparation of the financial reports, and the appoint-
ment, compensation and retention of the independent
auditors. The compensation committee is responsible
for reviewing compensation policies and plans for
senior officers and employees, and must approve the
overall compensation program for senior officers.
The Funding Corporation has a board of directors, an
audit committee and a compensation committee that
perform the same functions for the Funding Corpo-
ration.

Presidents’ Planning Committee

The Presidents’ Planning Committee is com-
prised of the chief executive officer or president of:
each Bank, one Association from each District, the
Funding Corporation, The Farm Credit Council and
certain large Associations. The Presidents’ Planning
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Committee serves in a management coordination
capacity for the System and provides a key advisory
role in the System’s decision-making process.

The Presidents’ Planning Committee has certain
broad responsibilities including:

e establishing and advancing strategic direction,

e identifying and analyzing business oppor-
tunities,

e providing advice and recommendations on
legislative and regulatory issues,

* improving communications within the System
and with the System’s various stakeholders
and external entities, and

e identifying and monitoring systemic risks,
including reputational risks.

The Presidents’ Planning Committee carries out
these responsibilities with the objective of promoting
and protecting the System’s core values and
strengths. Subcommittees of the Presidents’ Planning
Committee include: the Executive Committee, the
Risk Management Committee, the Finance Commit-
tee, and the Regulatory, Legislative and Public Rela-
tions Committee. These subcommittees aid System
communication and promote the sharing of best prac-
tices. The subcommittees actively engage in dis-
cussions about topics where common action is
needed by the System.

Coordinating Committee

The Coordinating Committee is composed of the
Chairman and Vice Chairman of the Board and chief
executive officer of the Funding Corporation, the
Chairman and Vice Chairman of the Presidents’
Planning Committee and one additional member of
the Presidents’ Planning Committee who is an
Association chief executive officer, and the executive
committee of The Farm Credit Council board of
directors. The Farm Credit Council chief executive
officer is an ex officio member of the Coordinating
Committee without a vote.

The Coordinating Committee’s mission is to
address issues that impact the System at the national
level. This includes monitoring developments in the
U.S. and world economies, the financial markets,
agriculture, public policy, and regulatory develop-
ments to determine if threats or opportunities exist
that demand a coordinated, System-level approach.



The Coordinating Committee has certain

responsibilities including:

e ensuring coordination among the Funding
Corporation board of directors, The Farm
Credit Council board of directors and the
Presidents’ Planning Committee,

e establishing System-level planning and con-
tingency priorities, and identifying and
responding to emerging issues, threats or
opportunities that require attention at the
national level,

e providing overall direction and oversight of
activities related to the established priorities,
and

e communicating with boards and management
of System institutions on a timely basis
regarding activities of the Coordinating
Committee.

System Audit Committee

As required by regulation, the board of directors
of the Funding Corporation has established a System
Audit Committee and adopted a written charter for
the Committee. The charter provides for a Committee
comprised of at least five members but not more than
six members — one of the Funding Corporation’s
outside directors, two Bank or Association directors,
two outside persons who have no current affiliation
with the System and are financial experts. At the
discretion of the board, a sixth member of the Com-
mittee may be added. The sixth member may be a
second Funding Corporation outside director or an
additional outside person with no current affiliation
with the System and a financial expert. Under the
charter, the Funding Corporation’s board of directors
selects all members of the System Audit Committee
and appoints the chairman and vice chairman. The
chairman of the System Audit Committee must be a
financial expert. A copy of the charter is available on
the Funding Corporation’s website at
www.farmcreditfunding.com.

The System Audit Committee reports to the
board of directors of the Funding Corporation. The
responsibilities of the System Audit Committee
include, among other things:

 the oversight of the Funding Corporation’s
system of internal controls related to the
preparation of the System’s quarterly and
annual information statements,
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e the integrity of the System’s quarterly and
annual information statements,

 the review and assessment of the impact of
accounting and auditing developments on the
System’s combined financial statements,

e the review and assessment of the impact of
accounting policy changes related to the
preparation of the System’s combined finan-
cial statements,

e the appointment, compensation, retention and
oversight of the System’s independent audi-
tors with the agreement of the Funding
Corporation’s board of directors,

e the pre-approval of allowable non-audit serv-
ices at the System level,

e the establishment and maintenance of proce-
dures for the receipt, retention and treatment
of complaints regarding accounting, internal
accounting controls or auditing matters at the
System level and for the confidential, anony-
mous submission of concerns regarding ques-
tionable  System  accounting, internal
accounting controls or auditing matters,

e the receipt of various reports from Funding
Corporation management on internal controls,
off-balance  sheet arrangements, critical
accounting policies, and material alternative
accounting treatments,

e the review and approval of the scope and
planning of the annual audit by the System’s
independent auditors,

e the approval of policies and procedures for the
preparation of the System’s quarterly and
annual information statements, and

e the review and approval of the System’s quar-
terly and annual information statements and
financial press releases, after discussions with
management and the independent auditors.

Internal Control Over Financial Reporting

The System’s principal executives and principal
financial officers, or persons performing similar
functions, are responsible for establishing and main-
taining internal control over financial reporting and
the Funding Corporation’s management has assessed
the effectiveness of the System’s internal control
over financial reporting as of December 31, 2013,



2012 and 2011. The Funding Corporation’s manage-
ment has used the criteria set forth by the Committee
of Sponsoring Organizations of the Treadway Com-
mission (COSO) in Internal Control — Integrated
Framework (1992) to assess the effectiveness of
internal control over financial reporting and has
included a report on the assessment on page F-2 of
this annual information statement.

The System has also engaged Pricewaterhouse-
Coopers LLP, the System’s independent auditors, to
opine on the effectiveness of the System’s internal
control over financial reporting based on its
integrated audits. Their report can be found on pages
F-3 and F-4.

Code of Ethics

Each Bank and the Funding Corporation have
adopted codes of ethics that apply to their chief
executive officers, certain other executives, and
senior professionals in the finance and accounting
areas who are involved with the preparation of the
System’s financial statements and the maintenance of
the financial records supporting the financial state-
ments.

A copy of the Funding Corporation’s code of
ethics related to the preparation of the System’s quar-
terly and annual information statements can be
accessed on the Funding Corporation’s website at
www.farmcreditfunding.com. The Funding Corpo-
ration will disclose material amendments to or any
waivers from a required provision of the codes of
ethics for any individual covered by the Banks’ or the
Funding Corporation’s codes of ethics by including
that information in future information statements. No
such amendments or waivers were made in 2013.
Each Bank’s code of ethics includes similar content
and can be accessed through its website listed on
page 2.
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Complaints Regarding Accounting, Internal
Accounting Controls and Auditing Matters

Each Bank and the Funding Corporation have
adopted employee complaint procedures for account-
ing, financial reporting, internal accounting controls,
or auditing matters. These procedures allow employ-
ees to submit confidential, anonymous concerns
regarding accounting, financial reporting, internal
accounting controls, or auditing matters without the
fear of reprisal, retaliation or adverse action being
taken against any employee who, in good faith,
reports or assists in the investigation of a violation or
suspected violation, or who makes an inquiry about
the appropriateness of an anticipated or actual course
of action. Any concerns or inquiries are addressed in
accordance with these procedures.

Employees

The number of personnel employed by the Sys-
tem on a full-time equivalent basis was 13,336 at
December 31, 2013, up from 12,970 at December 31,
2012 and 12,492 at December 31, 2011.

Properties

AgFirst owns its corporate offices in Columbia,
South Carolina. The other three Banks each leased
their respective corporat