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AGRIBANK EMPLOYEES

Committed to Rural Communities and Agriculture

AgriBank has added Culture & Human Capital as one of employees submitted to our latest annual staff photo contest.
our four Areas of Strategic Focus for 2019-2023, joining AgriBank employees have close ties or devotion to rural
Capital Efficiency, Operational Strength and Client Service. America. Many grew up on, commute from or still have

The addition of Culture & Human Capital affirms that relatives living on family farms. While Farm Credit supports
employees are mission-critical to the Bank’s ability to farms, ranches and agribusinesses of all sizes, our employees
deliver on its role to expertly and reliably obtain funds and tend to capture images reminiscent of the traditional
prudently provide funding and financial solutions to AgriBank family farm.

DTG A SSDERITONE. Thank you, AgriBank employees, for demonstrating your

As a tribute to their hard work and dedication, the AgriBank passion for rural communities and agriculture—and

2018 Annual Report exclusively features farm photos that Farm Credit.

AgriBank and SunStream Business Services

2018 EMPLOYEE PHOTO CONTEST

Winners selected by employees.

1ST PLACE 2ND PLACE 3RD PLACE
Laura Kemmerer, Angie Bierwerth, Steve Jensen, President,
Senior HR Specialist Administrative Services Manager SunStream Business Services

Front cover photo: Carol Rice, Executive Assistant to the CEO

Back cover photo: Dave Berdahl, Manager Balance Sheet Management
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About AgriBank

AgriBank is part of the customer-owned, nationwide Farm
Credit System. Under Farm Credit’s cooperative structure,
AgriBank is primarily owned by 14 local Farm Credit
Associations, which provide financial products and services
to rural communities and agriculture. AgriBank obtains
funds and provides funding and financial solutions to

those Associations. The AgriBank District covers a 15-state
area stretching from Wyoming to Ohio and Minnesota to

Arkansas. For more information, visit www.AgriBank.com.

AgriBank <%

FARM CREDIT BANK

About Farm Credit

Farm Credit supports rural communities and agriculture
with reliable, consistent credit and financial services, today
and tomorrow. It has been fulfilling its mission of helping
rural America grow and thrive for more than a century with
the capital necessary to support businesses’ success and by
financing vital infrastructure and communication services.

For more information, visit www.FarmCredit.com.

e;:e FARM CREDIT

Copies of AgriBank’s annual and quarterly reports and the annual and quarterly unaudited reports of the combined AgriBank,

FCB and District Associations are available free of charge upon request to:

AgriBank, FCB | 30 E. 7th St., Suite 1600 | St. Paul, MN 55101-4914 | (651) 282-8800 | financialreporting@agribank.com

The reports are also available through AgriBank’s website at www.AgriBank.com. The quarterly reports are available approximately 40 days
following the end of each calendar quarter and the Annual Report is available approximately 75 days following the end of the year.



DEAR SHAREHOLDERS

In her 1913 novel, “O Pioneers!”, American author Willa Cather
addressed a concept most farmers today likely can relate to:
stewardship. “We come and go, but the land will always be here,”
she wrote. “Those people who love and understand it are the only

ones who really own it—for a while.”

Just as farmers care for their land, we take a stewardship approach to
leading AgriBank. Directors and executives come and go, but the Bank
has succeeded for more than 100 years. During our time at the helm,
in every decision we make, we consider whether it will help strengthen
AgriBank for decades to come for the benefit of our customers, the

14 Farm Credit Associations that together own AgriBank and comprise
the AgriBank District. Embracing this long-term view is how AgriBank,
the Associations and Farm Credit have been advancing together

over several generations in our collective mission to support rural
communities and agriculture with reliable, consistent credit and

financial services, today and tomorrow.

AgriBank has experienced significant change the past several years as
we have embraced our Funding Bank Model. We are grateful to Bill

Thone, our longtime general counsel who came out of retirement in

Left: Jeff Swanhorst
Chief Executive Officer, AgriBank

Right: Matt Walther
Chair, AgriBank

August 2016 as CEO to guide us through our transformation before
re-retiring in March 2018. CEO Jeff Swanhorst, who, as chief credit
officer, was a member of the Executive Leadership Team, is continuing
to lead AgriBank along the well-defined path we’ve charted—to
expertly and reliably obtain funds and prudently provide funding and
financial solutions to Associations. AgriBank’s new leadership team is in

place, and they are committed to continuing forward on this clear path.

We launched our Funding Bank Model several years ago as an
outcome of District strategic planning. Our course has been deliberate,
thoughtful and methodical. Now that the management transition has
been completed, we have arrived where we intended and as we said
we would do. We have a committed, experienced and talented team in
place at every level of the organization, as well as a dedicated Board of
Directors. We have turned our attention to perfecting how we execute
our role to support District Associations. It is a cooperative effort—the
board, management, employees, Associations and other Farm Credit
System partners collaborating, ultimately, to support the people who

feed the world.



Our continued
financial
discipline enables
us to keep the
cost of funding
as low as possible
for District

Associations.

Financial Results

During the past several years, we have gone through significant
organizational changes. AgriBank employees have done

a tremendous job keeping their eyes on the needs of our
customer/owners. The proof can be found in key financial

measures that reflect our strong performance in 2018.

e AgriBank returned nearly $557 million in earnings to our
owners in the form of cash patronage refunds—S$49 million

higher than the previous year.

AgriBank net income increased over the prior year and
remained strong at $577.6 million as we exceeded our targeted
return on assets (ROA) of 50 basis points; actual ROA was 55
basis points. District net income increased nearly 11.0 percent

to $2.1 billion, driven by continued strong net interest income.

AgriBank net operating rate decreased to 6.1 basis points
from 7.0 basis points in 2017, reflecting our disciplined
approach to operating expenses and reduced Farm Credit

System insurance expense.

AgriBank credit quality remained strong, with AgriBank
nonadverse loans at 99.5 percent and District nonadverse
loans at 95.1 percent, reflecting disciplined underwriting
combined with the adequate liquidity and strong equity

positions of many borrowers.

Photo: Carol Rice, Executive Assistant to the CEO

e AgriBank loan volume increased 4.9 percent from the
previous year to $92.7 billion, reflecting growth in wholesale
loans to District Associations. District loan volume increased
5.1 percent from the previous year to $107.6 billion, driven
by District Associations fulfilling the Farm Credit mission to
support farmers, ranchers and other customers with reliable,

consistent credit and financial services.

« Shareholders’ equity increased 4.4 percent to $5.9 billion
for AgriBank and increased 6.4 percent to $23.5 billion for
the District, positioning the Bank and District Associations to

navigate through the current environment.

AgriBank regularly meets with third parties that assess
AgriBank along with other Farm Credit institutions. In their
latest reports, the top three credit rating agencies continued
to recognize AgriBank’s financial strength and the importance
of our mission to finance U.S. agriculture by affirming their
strong ratings with stable outlooks (Fitch, AA-; Moody’s, Aa3;
Standard & Poor’s, AA-). Our continued financial discipline
enables us to keep the cost of funding as low as possible for

District Associations.

A key challenge pressuring future AgriBank performance—and

that of District Associations, farmers and ranchers, and the



District Associations remain in an excellent position to work

with borrowers through these challenging times.
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e Finance—to expertly and reliably obtain and distribute funds

entire agriculture industry—is the seemingly ongoing political
and economic uncertainty and volatility. Trade policies, in
particular, directly impact commodity prices, which in turn
affect producers and their lenders. The 2018 Farm Bill (and

the proposed United States-Mexico-Canada Agreement, if
ratified) likely will bring some degree of certainty and stability.
Uncertainty regarding other highly significant agriculture
trading partners continues. Many sectors of production
agriculture continue to face substantial headwinds to their
profitability, and producers have been adjusting operating
costs to contend with lower commodity prices for several years
running. District Associations remain in an excellent position to

work with borrowers through these challenging times.

Funding Bank Model

Over the past several years, we have taken several significant

steps to focus our activities on funding.

First, we restructured our management team. Through a
measured and thoughtful process, the board and management

determined AgriBank needed three key functional areas:

on the most competitive terms possible

e Credit—to prudently provide funding and financial solutions

to District Associations

e Support—to ensure the funding and lending areas excel in
their roles, and that AgriBank and the District remain strong

and viable

Second, we prepared to spin off technology and other business
services outside our core functions. On January 1, 2018, we
launched SunStream Business Services as a division of AgriBank
to provide those services to the Bank and District Associations.
The AgriBank board and management are committed to the
long-term strategy of operating SunStream as a separate
service entity, and the Farm Credit Administration (FCA) has
been conducting a thorough review of the service corporation

charter application for SunStream.

We continue to believe the formation of SunStream will fulfill
a District goal to keep pace with technology changes and
manage rising costs. This goal includes positioning technology

and other services for possible future collaboration with



Photo: Barbara Molitor, Executive Administrative Assistant

other Farm Credit System providers to achieve even greater

economies of scale.

Fully embracing the Funding Bank Model provides plenty of
opportunity to create new ways to do what we do even better.
Two recent initiatives—the ProPartners Asset Pool Program

and Treasury Workstation—offer cases in point.

ProPartners, which AgriBank became directly involved with

in December 2018, is a stellar example of the role AgriBank
plays by prudently providing funding and financial solutions to
Associations. ProPartners is a lending program that has been
operated collaboratively by several Farm Credit Associations,
both inside and outside the AgriBank District, for many years.
The ProPartners program consists of retail loans to agricultural
producers to finance the purchase of crop inputs from
suppliers across the United States. The Association participants
of ProPartners sell their participation interests in these loans
to AgriBank and will, at the discretion of the board, receive

patronage from the earnings on these loan participation sales.

ProPartners will continue to allow Farm Credit to economically
and efficiently serve this segment of agriculture, including

most major input suppliers in the United States. The

Fully embracing
the Funding

Bank Model
provides plenty
of opportunity to
create new ways
to do what we do

even better.

program, which had approximately $1.2 billion in assets
sold to AgriBank in December 2018, will improve capital
efficiency, increase operating efficiency, and provide for
improved future ownership flexibility of the participating

Farm Credit institutions.

Treasury Workstation, launched in January 2019, is an
accounting, cash management and liquidity forecasting
system that provides greater efficiency and precision to our
management of Bank investments, debt, derivatives and
cash. It combines several systems that Finance uses to record
and track all of the investments and debt held by AgriBank.

It also allows for all the cash movement within AgriBank, the
Associations and their clients in a real-time environment so
the AgriBank Treasury team can invest excess cash as soon

as possible.

Treasury Workstation replaced a legacy system with newer
technology and more streamlined processing. As an added
benefit, the new system will enable AgriBank to help
Associations with investment accounting and give them access
to this center of excellence in processing and reporting in

future years.



Areas of Strategic Focus

Executing our business model involves a great deal of
day-to-day blocking and tackling to create a highly efficient
and effective funding structure. It also requires a strategic
approach that relies on targeted input and engagement from

key stakeholders, especially District Associations.

As a result of our strategic planning process and consistent
with our model, we have identified four Areas of Strategic
Focus for 2019-2023. The three Areas of Strategic Focus

from 2018, Capital Efficiency, Operational Strength and Client
Service, are built upon the foundation of a fourth area of focus
added in 2019, Culture & Human Capital. Culture & Human
Capital affirms that employees are mission-critical to the Bank.
It also reflects evidence that strong employee engagement

drives strong financial results.

N

CULTURE & HUMAN CAPITAL

CLIENT
SERVICE

OPERATIONAL
STRENGTH

CAPITAL
EFFICIENCY
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Following are key objectives of our four Areas of

Strategic Focus:

Culture & Human Capital
e Actively managing our human capital with a focus on treating

our employees as highly valued professionals
e Creating an intentional culture

Client Service
* Treating relationship management as an enterprise-wide

responsibility

e Regularly interacting with Associations to understand their
business challenges and strategies to ensure we deliver

solutions and services that align with them

e Listening to address Association needs and concernsin a
respectful and timely manner, and considering the broader

needs of all District Associations

Operational Strength

e Well-executed and controlled operations

e Expertly and reliably delivering products and services

every day
e Balanced credit risk management and supervisory oversight

Capital Efficiency
¢ Continuing to explore opportunities to optimize capital

within the District and System

These focus areas are more than just words. Each has
underlying documented action items and ties to employee

and organizational performance metrics.

Governance Design

Effective governance is critical to shaping, implementing

and monitoring our strategy. In 2017, the AgriBank board
launched a project to re-examine its structure and ensure it
continues to equitably represent the Bank’s 14 Association
owners. The project encompassed director eligibility, board
structure, nominating committee procedures and director
election procedures. After months of careful consideration
by Association representatives and the AgriBank Governance
Committee, in January 2019 the board adopted new AgriBank
bylaws and transition plans. The board will develop other
governing documents later this year. We are on track

to implement director election changes in 2019 for the

2020 election cycle. Thank you to everyone who provided
input and feedback to help us get to the right place on

governance design.

As part of our continuous efforts to improve governance, in
2018 the board began working with a governance consultant,
the National Association of Corporate Directors (NACD).

The board is working with NACD consultants on board self-
evaluation, individual director evaluations, and strengthening
board operations, and will continue to work with them on an

ongoing basis on those and other initiatives.



System Leadership

Even as we have managed through internal changes, AgriBank has
continued to provide leadership across the Farm Credit System on

behalf of the District.

For example, AgriBank has taken an active role, along with other Farm
Credit Banks and District Associations, to address dual capitalization
and achieve greater capital efficiency across the System. We are
participating in significant ongoing activities with other System entities

and the Farm Credit Administration to address this issue.

AgriBank directors and management also carry out leadership roles on
key System boards, committees and workgroups. For example, Matt
Walther serves on the Board of Directors of the Federal Farm Credit
Banks Funding Corporation, and Jeff Swanhorst was recently elected to
the board. The Funding Corporation plays a key role in our success by
issuing and marketing debt securities that fund the four Banks of the
Farm Credit System and ultimately fund the System’s loans, leases and
operations. See the accompanying sidebar for a sampling of additional

AgriBank leadership roles in System organizations.

Advancing Together

In 2017, we laid the groundwork for our Funding Bank Model. In 2018,
we fully implemented the model. In 2019 and beyond, we will continue
to collaborate with key stakeholders to implement and refine how

we deliver funding and financial solutions to District Associations

so they continue to be the preferred lenders of choice in their local

marketplaces, today and tomorrow.

To District Associations, thank you for your continued confidence in and
support of AgriBank. To other stockholders and bondholders, thank you
for investing in Farm Credit and, by extension, rural communities and
agriculture. To AgriBank employees and other System partners, thank
you for your hard work and dedication—you are key to our continued
strength, stability and success. Through our collective stewardship,
AgriBank is well-positioned to do our part to provide a stable source of

credit to farmers, ranchers and other borrowers for years to come.

Hptthocr ) Lhbthee %zw

Matthew D. Walther
Chair, AgriBank, FCB

Jeffrey R. Swanhorst
CEO, AgriBank, FCB

FARM CREDIT BOARD AND COMMITTEE
SERVICE BY AGRIBANK BOARD MEMBERS
(As of March 2, 2019)

Federal Farm Credit Banks Funding Corporation
Board of Directors
Matt Walther

AgriBank District Farm Credit Council Board of Directors
Ed Breuer, Stan Claussen, Brian Peterson, John Schmitt,*
Nick Vande Weerd,** Matt Walther, Tony Wilkie

*Term ended December 2018 **Term began January 2019

Farm Credit Council Board of Directors
Tony Wilkie (Chair),*** Ed Breuer, Stan Claussen

***Term as chair ended January 2019

Farm Credit System Coordinating Committee
Tony Wilkie

FARM CREDIT BOARD AND COMMITTEE
SERVICE BY AGRIBANK STAFF
Federal Farm Credit Banks Funding Corporation

Board of Directors
Jeff Swanhorst

Farm Credit Foundations Trust Committee
Jeff Moore (Chair)

The Farm Credit System Association
Captive Insurance Company
Barbara Stille

Farm Credit System Coordinating Committee
Jeff Swanhorst

Farm Credit System Disclosure Committee
Jeff Moore, Jim Jones

Farm Credit System Presidents Planning Committee
Jeff Swanhorst

Business Practices Committee
Jeff Swanhorst

Reputation Risk Analysis & Planning
Jerry Lehnertz, Luis Sahmkow

Presidents Finance Committee

Current Expected Credit Losses Workgroup
Jeff Moore (Chair), Laura Conroy, Jamie Frass,
Kevin Hougas, Drew Seliger

System Internal Control Over
Financial Reporting Workgroup
Kim Brunner, Rachel Swanson

Risk Management Committee

Credit Workgroup
Jim Jones, Jerry Lehnertz

Review Audit and Appraisal Workgroup
Rick Banes

Risk Management Workgroup
Jim Jones (Chair)

Other System Workgroups

Accounting Standards Workgroup
Laura Conroy

CyberSecurity Workgroup
Paul Jacoby (SunStream Business Services)

Information Data Workgroup
Laura Conroy, John Jacobsen

Treasury Workgroup
Luis Sahmkow (Chair)

Photo: Bill Christianson, Senior Financial
Analyst, SunStream Business Services



AgriBank reports strong net income, sound credit

quality, and robust liquidity and capital.
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Strong net income generates record
patronage refunds

e AgriBank returned $556.7 million in earnings to owners in the

form of patronage refunds

» Strong AgriBank net income of $577.6 million driven by strong
net interest income, mineral income and a non-recurring Farm

Credit System insurance distribution

e Strong AgriBank net income resulted in a return on assets of
55 basis points, exceeding our target of 50 basis points
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Photo: Laura Kemmerer, Senior HR Specialist

AgriBank Net Income and Patronage

Millions of Dollars

s600 $569.6 $577.6
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Hmm AgriBank Net Income EEEE AgriBank Patronage



District Association loan growth
boosts AgriBank loan portfolio

e AgriBank loan portfolio increased 4.9 percent from the
previous year to $92.7 billion with nonadverse credit quality
remaining strong at 99.5 percent, reflecting growth in
wholesale loans to District Associations

e AgriBank shareholders’ equity as a percentage of total assets
remained stable at 5.4 percent, reflecting continued robust
capital levels

e Driven by District Associations fulfilling the Farm Credit
mission to support farmers, ranchers and other customers
with reliable, consistent credit and financial services

Disciplined operations help
control expenses

* AgriBank net operating rate decreased 0.9 basis points from
previous year

e Reflects disciplined approach to operating expenses while
maintaining excellence in operations

e Reflects decreased Farm Credit System insurance expense

Continued District financial strength

reflected in strong earnings
* Strong net income for the District at $2.1 billion

e Attributable to strong and steady net interest income and

an increase in non-interest income

e Strategic collaborations across the AgriBank District position
the District to remain at the forefront of agricultural finance

AgriBank Loan Portfolio
and Equity Position

Billions of Dollars or %
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District Net Income
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Customers/owners benefit from
prudent leveraging of District capital

e District loan portfolio increased 5.1 percent from the previous
year to $107.6 billion, driven by Associations fulfilling the
Farm Credit mission to support farmers, ranchers and other

customers with reliable, consistent credit

e District shareholders’ equity as a percentage of total assets
increased 1.1 percent from the previous year to 18.3 percent,

reflecting continued robust capital levels

e District Associations are well-positioned to continue
navigating through the current environment

District credit quality has
moderated but remains strong

e District portfolio had 95.1 percent nonadverse loans, which
represent the highest quality assets (acceptable and OAEM),
down slightly from 95.7 percent in 2017

e Credit quality remains strong despite continued low net farm
income and uncertain economic conditions

e Favorable credit quality of District loan portfolio reflects
disciplined underwriting combined with the strong equity

positions of many borrowers

District Loan Portfolio
and Equity Position
Billions of Dollars or %
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BOARD OF DIRECTORS

Back row (left to right): Tim Rowe, Richard Price, Ed Breuer, Nick Vande Weerd, Matt Walther (Chair), Keri Votruba (Vice Chair),
Dick Davidson, Tony Wilkie, Dale Crawford, Stan Claussen, John Schmitt, Ernie Diggs, Dan Shaw, Leon Westbrock, Brian Peterson

Front row (left to right): George Stebbins, Natalie Laackman, Christine Crumbaugh, Joseph M. Busuttil

EXECUTIVE
LEADERSHIP
TEAM

Jim Jones, Chief Credit Officer

Jeff Moore, Chief Financial Officer Barb Stille, Chief Administrative John Grace, Chief Risk Officer 13
Officer and General Counsel
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Farm Credit Associations provide farmers with the capital

they need to make their businesses successful.

Photo: Laura Kemmerer, Senior HR Specialist

AgriBank supports the following 14 Farm Credit Associations that serve rural communities and agriculture in 15 states. Under our

cooperative structure, the farmers, ranchers and agribusinesses Farm Credit serves own these local Associations, which in turn are

the primary customer/owners of AgriBank.

%", Farm Credit Services 1900 44th St. S.

Fargo, ND 58108
(701) 282-9494
www.agcountry.com

A

. Farm Credit Services 119 E. Third St., Suite 200

Little Rock, AR 72201
(800) 299-2290
www.agheritagefcs.com

®

ER Compeer Financial, ACA
AL 2600 Jenny Wren Trail
Sun Prairie, WI 53590
(844) 426-6733
www.compeer.com

Delta Agricultural Credit Association
118 E. Speedway
Dermott, AR 71638
DELTA ACA
Farm creiT (870) 538-3258
www.deltaaca.com

()

@ FCS FINANCIAL FCS Financial, ACA

1934 E. Miller St.
Jefferson City, MO 65101
(573) 635-7956
www.myfcsfinancial.com

g

QFARM CREDIT Farm Credit lllinois, ACA
N

ILLINOILS 1100 Farm Credit Drive
Mahomet, IL 61853
(217) 590-2200
www.farmcreditil.com

\\\o
0’

%

) farm CREDIT  Farm Credit Mid-America, ACA

MID-AMERICA 1601 UPS Drive
Louisville, KY 40223
(502) 420-3700
www.e-farmcredit.com

eooAgcﬂllﬂtryu AgCountry Farm Credit Services, ACA

4

09 Ag”eritag& AgHeritage Farm Credit Services, ACA

)

0

Sy

% FARM CREDIT
MIDSOUTH

A

2 Farm Credit Services of America
\
» AGRICULTURE WORKS HERE...

Farm Credit Services
of Mandan

Farm Credit Services

- of North Dakota

e;;e FARM CREDIT

OF WESTERN ARKANSAS

» FARM CREDIT

SOUTHEAST MISSOURI

FGreenStone’

Ly
FARM CREDIT SERVICES

Farm Credit Midsouth, ACA
3000 Prosperity Drive
Jonesboro, AR 72404

(870) 932-2288
www.farmcreditmidsouth.com

Farm Credit Services of America, ACA
5015 S. 118th St.

Omaha, NE 68137

(402) 348-3333

www.fcsamerica.com

Farm Credit Services of Mandan, ACA
1600 Old Red Trail

Mandan, ND 58554

(701) 663-6487
www.farmcreditmandan.com

Farm Credit Services of North Dakota, ACA
3100 10th St. SW.

Minot, ND 58702

(701) 852-1265

www.farmcreditnd.com

Farm Credit Services of Western
Arkansas, ACA

3115 W. 2nd Court

Russellville, AR 72801

(479) 968-1434
www.myaglender.com

Farm Credit Southeast Missouri, ACA
1116 N. Main St.

Sikeston, MO 63801

(573) 471-0342
www.farmcreditsemo.com

GreenStone Farm Credit Services, ACA
3515 West Road

East Lansing, MI 48823

(800) 968-0061
www.greenstonefcs.com

14



Five-Year Summary of Selected Financial Data
AgriBank, FCB

(in thousands)

As of December 31, 2018 2017 2016 2015 2014
Statement of Condition Data
Loans $92,716,701 $88,374,923 $86,078,402 $82,819,652 $77,546,155
Allowance for loan losses 25,571 26,047 21,282 18,076 12,520
Net loans 92,691,130 88,348,876 86,057,120 82,801,576 77,533,635
Investment securities 13,997,742 14,386,455 14,897,252 14,262,883 14,294,777
Other assets 3,082,812 1,809,394 1,608,924 2,442,375 2,564,039
Total assets $109,771,684 $104,544,725 $102,563,296 $99,506,834 $94,392,451
Obligations with maturities of one year or less $33,345,735 $33,274,235  $34,735,054  $31,555,565 $28,137,696
Subordinated notes with maturities greater than one year - - -- 498,283 497,899
Other obligations with maturities greater than one year 70,538,184 65,628,608 62,342,139 62,278,870 60,840,811
Total liabilities 103,883,919 98,902,843 97,077,193 94,332,718 89,476,406
Perpetual preferred stock 250,000 250,000 250,000 250,000 250,000
Capital stock and participation certificates 2,551,085 2,345,655 2,183,701 2,063,343 1,944,292
Allocated Surplus 191 - - -- -
Unallocated surplus 3,136,359 3,132,653 3,132,432 2,945,638 2,766,818
Accumulated other comprehensive loss (49,870) (86,426) (80,030) (84,865) (45,065)
Total shareholders' equity 5,887,765 5,641,882 5,486,103 5,174,116 4,916,045
Total liabilities and shareholders' equity $109,771,684 $104,544,725 $102,563,296 $99,506,834 $94,392,451
For the year ended December 31, 2018 2017 2016 2015 2014
Statement of Income Data
Net interest income $590,726 $587,884 $574,475 $520,002 $525,033
Provision for loan losses 5,500 8,500 6,500 7,500 3,500
Other expenses (income), net 7,587 54,026 31,910 32,529 (48,115)
Net income $577,639 $525,358 $536,065 $479,973 $569,648
Key Financial Ratios
For the Year
Return on average assets 0.55% 0.51% 0.53% 0.51% 0.64%
Return on average shareholders' equity 9.94% 9.32% 10.12% 9.52% 11.74%
Net interest income as a percentage of average earning assets 0.56% 0.58% 0.58% 0.56% 0.60%
Net charge-offs as a percentage of average loans 0.01% 0.00% 0.00% 0.00% 0.00%
At Year End
Shareholders' equity as a percentage of total assets 5.36% 5.40% 5.35% 5.20% 5.21%
Allowance for loan losses as a percentage of loans 0.03% 0.03% 0.02% 0.02% 0.02%
Debt to shareholders' equity (:1) 17.5 17.4 17.6 18.1 18.1
Capital ratios effective beginning January 1, 2017:
Common equity tier 1 capital ratio 17.7% 18.2% n/a n/a n/a
Tier 1 capital ratio 18.5% 19.0% n/a n/a n/a
Total capital ratio 18.6% 19.1% n/a n/a n/a
Tier 1 leverage ratio 5.5% 5.6% n/a n/a n/a
UREE leverage ratio 3.0% 3.2% n/a n/a n/a
Permanent capital ratio 18.5% 19.0% n/a n/a n/a
Capital ratios effective prior to 2017:
Permanent capital ratio n/a n/a 20.6% 20.8% 20.8%
Total surplus n/a n/a 17.2% 17.9% 18.1%
Core surplus n/a n/a 12.6% 12.1% 11.8%
Net collateral ratio n/a n/a 105.5% 105.8% 105.9%
Net Income Distributed
For the Year
Patronage distributions:
Cash $556,554 $507,949 $332,083 $283,965 $337,599
Allocated surplus 191 - - -- -
Total patronage distributions $556,745 $507,949 $332,083 $283,965 $337,599
Preferred stock dividends $17,188 $17,188 $17,188 $17,188 $17,188
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Management’s Discussion and Analysis

AgriBank, FCB

The following commentary reviews the financial condition and results of operations of AgriBank, FCB
(AgriBank, the Bank, we, us, our) and provides additional specific information. The accompanying
Financial Statements and Notes to the Financial Statements also contain important information about
our financial condition and results of operations.

Chief Executive Officer Transition

In March 2018, Jeffrey R. Swanhorst was named as chief executive officer (CEO) of AgriBank effective
April 2, 2018. Previously as chief credit officer, Mr. Swanhorst was responsible for all AgriBank credit
functions and served on various System committees. Retiring CEO William J. Thone remained with
AgriBank through June 30, 2018 on a consulting basis to ensure a smooth leadership transition.

The Farm Credit System

The Farm Credit System (the System) provides loans, leases and financial services to farmers, ranchers,
farmer-owned cooperatives, other agribusinesses and rural homebuyers across all 50 U.S. states and
Puerto Rico. This focus on rural communities and agriculture is the reason Farm Credit was established
over 100 years ago, and the System has been delivering on that mission ever since.

While the System has a national footprint, lenders are local — as of January 1, 2019, 69 independently
owned and operated Farm Credit Associations provide services in local communities. Each local Farm
Credit Association is a cooperative that is owned by its local members and has employees and a board of
directors who have a deep understanding of agriculture in their area. This expertise enables them to
understand the industry sectors they finance and provide an unparalleled level of knowledge and service
to customer/owners.

Combined, Farm Credit organizations provide over $260 billion in loans, leases and related services,
which is more than 40 percent of the credit needed by U.S. agriculture. This capital helps over 550,000
customer/owners buy or lease land and equipment, build facilities, purchase inventory, export products,
operate farms and businesses, and much more. Farm Credit also offers cash management services, crop
insurance, credit life insurance and other financial services. Farm Credit also finances agricultural
cooperatives and communications, electric, power and water providers that deliver essential
infrastructure services to maintain vibrant rural communities.

Farm Credit Associations receive funding through one of four regional Banks, including AgriBank. System
entities have specific lending authorities within their chartered territories. Farm Credit’s funds are raised
by the Federal Farm Credit Banks Funding Corporation (the Funding Corporation). The Funding
Corporation issues a variety of Federal Farm Credit Banks Combined Systemwide Debt Securities with
broad ranges of maturities and structures on behalf of the System Banks. These bonds are insured by
the Farm Credit System Insurance Corporation (FCSIC or the Insurance Corporation). System Banks and
Associations are subject to examination and regulation by an independent federal agency, the Farm
Credit Administration (FCA).
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The Farm Credit System 2018 Annual Information Statement, issued by the Funding Corporation,
includes additional information about the System, its funding activities and its combined financial results.
You can obtain a copy of that report by contacting the Funding Corporation or visiting
www.farmcreditfunding.com.

AgriBank

AgriBank is part of the customer-owned, nationwide Farm Credit System. Under Farm Credit's
cooperative structure, AgriBank is primarily owned by 14 local Farm Credit Associations, which provide
financial products and services to rural communities and agriculture. AgriBank obtains funds and
provides funding and financial solutions to those Associations. AgriBank and the District Associations are
collectively referred to as the AgriBank District. The AgriBank District covers a 15-state area stretching
from Wyoming to Ohio and Minnesota to Arkansas.

Our primary purpose, established by the board and management, is to expertly and reliably obtain funds
and prudently provide funding and financial solutions to District Associations. Prudent lending standards
and unwavering attention to risk management have resulted in a strong balance sheet. This balance
sheet facilitates ongoing access to the financial markets, offering funding in the form of loan products
with a wide variety of maturities, repricing and repayment options to District Associations. District
Associations share in the positive benefits of a strong funding Bank through consistent access to capital, a
broad array of financial products they use to serve their customer/owners and an appropriate return on
their investment through patronage distributions.

During 2016, District Associations and AgriBank conducted research related to repositioning many
business services offered by AgriBank into a separate entity jointly owned by AgriBank and participating
Associations. The long-term strategic objective of this initiative is to increase scale, improve operating
efficiency and enhance technology and business services. The proposed service entity will be named
SunStream Business Services (SunStream). An application to form the service entity was submitted to the
FCA for approval in May 2017, and the FCA continues its due diligence on the charter request.

On December 1, 2018, we purchased a 100 percent participation interest in all outstanding loans
associated with ProPartners Financial (ProPartners), totaling $1.2 billion, and will purchase a 100
percent participation interest in all new loans originated after the initial participation date. ProPartners
is a lending program of retail loans to agricultural producers to finance the purchase of crop inputs
from suppliers across the United States. While many Association participants are within the AgriBank
District, ProPartners has been operated collaboratively by several Farm Credit Associations, both inside
and outside the District, for many years. Beginning December 2018, the Association participants of
ProPartners sell their participation interests in these loans to AgriBank and will, at the discretion of the
AgriBank board, receive patronage from the earnings on these loan participation sales. The program
will improve capital efficiency, increase operating efficiency, and provide for improved future
ownership flexibility of participating Farm Credit institutions.
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Risk Management

Risk is inherent in our business, necessitating that sound risk management practices be a fundamental
component of our operations. Some of the major types of risk in our business are:
e Credit risk is the risk of loss arising from a borrower or counterparty failing to perform on an
obligation.
e Interest rate risk is the risk that changes in interest rates may adversely affect operating results
and financial condition.
e Liquidity risk is the risk of loss arising from the inability to timely meet operating and funding
needs without incurring excessive costs.

e Operational risk is the risk of loss resulting from inadequate or failed internal processes or
systems, errors by employees or external events.

e Reputation risk is the risk of loss resulting from events, real or perceived, that shape the image of
the Farm Credit System or any of its entities.

These and other risks, and the methods we use to manage them, are discussed throughout this Annual
Report.

Our prudent and disciplined approach to risk management includes a formal enterprise risk management
structure established to identify emerging risks and evaluate risk implications of the decisions and actions
of AgriBank and others. The goals of enterprise risk management are to:

e Effectively assess, prioritize, monitor and report key organizational risks, enhancing our ability

to achieve our business objectives

e Embed a risk-aware culture and risk appetite throughout AgriBank

e |dentify and implement strategies to mitigate risk where appropriate

e Ensure we are adequately compensated for the risks that we take

Our board oversees risk management by adopting policies to guide the organization’s risk governance
framework and by monitoring performance against established risk limits. As the first line of defense,
management establishes controls to guide the day-to-day risk management activities of the organization
within the risk limits and framework approved by our board. The various risk, controls and compliance
oversight functions established by management are the second line of defense. We maintain an
independent internal audit function as the third line of defense to monitor risk management and policy
compliance to assure tha