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GOLDEN STATE  
FARM CREDIT, ACA
The shareholders’ investment in 
Golden State Farm Credit, ACA is 
materially affected by the financial 
condition and results of operations 
of CoBank, ACB, (CoBank).  The 
2019 CoBank Annual Report to 
Shareholders, and the CoBank 
quarterly shareholders’ reports are 
available free of charge by accessing 
CoBank’s website, www.cobank.com, 
or may be obtained at no charge 
by contacting us at 1580 Ellis Street, 
Kingsburg, CA 93631 or calling 
(530) 571-4160. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF 
FINANCIAL CONDITION AND RESULTS OF OPERATIONS 

 (Dollars in Thousands, Except as Noted) 
(Unaudited) 

 
The following discussion summarizes the financial position and results of operations of Golden State Farm Credit, ACA 
for the three months ended March 31, 2020, with comparisons to prior periods. You should read these comments along 
with the accompanying financial statements and footnotes and the 2019 Annual Report to Shareholders. The 
accompanying financial statements were prepared under the oversight of our Audit Committee. 
 
ECONOMIC OVERVIEW 

At the beginning of March, the majority of California was experiencing abnormally dry drought conditions. While there 
has been some late season relief, the latest snow water content levels across the Sierras remain below 75% of normal. 
While the heavy precipitation last winter filled the majority of California’s major reservoirs to above average levels, 
concern still exists as to our groundwater levels. In many areas of the state, groundwater systems have been depleted 
for long periods of time and will take several years to recover. This is something we will continue to monitor throughout 
the year. 

Most commodity prices have stabilized; however the dairy industry continues to have price volatility. While the 
association anticipates there will be some stress on the dairy portfolio, we do not expect it to be significant. Overall, 
the dairy portfolio is good with vast majority dairies performing as agreed. Localized weather conditions have resulted 
in variable impact on the crop outlook across the state. California’s 2019 almond and walnut production was slightly 
lower than last year’s crop. Walnut prices have remained low. Despite uncertainty regarding crop size, industry experts 
indicate that they expect the price on the new crop to remain strong. The 2019 tree fruit year could be described as 
average. Increased labor costs will continue to affect the profitability of tree fruit growers as these crops tend to be 
extremely labor intensive. In cattle markets, poor winter feed conditions are impacting the stocker/feeder/replacement 
markets, depressing prices as producers do not have the feed to make planned purchases. The majority of our 
customers should be able remain viable and absorb the impact of the market. While current commodity prices do 
reflect reduced customer profitability from historically high levels in prior years, management does not believe this will 
translate into widespread delinquencies.  Prices for the 2020 crops remain uncertain due to the pandemic and other 
economic issues.  

Real estate values have remained relatively stable throughout most of the northern region with some declines evident 
in certain commodities and specific areas within the southern region over the past two years.  Declining commodity 
prices from their highs of a couple years ago, along with concerns over long-term water supplies, contributed to these 
declines.  Declining values have been most evident in the areas that rely solely on pumped ground water given the 
potential future impact of the Sustainable Groundwater Management Act on this type of property.  However, there is 
currently good demand for quality properties with good sources of water. 

Long-term risks to California agriculture, in general, are the larger issues of continued depletion of ground water 
supplies due to over-drafting aquifers, land subsidence, seawater intrusion, degraded water quality, and the ability to 
improve surface water storage and conveyance systems. Proposition 1 was passed in 2014 and will provide over $7.5 
billion to be divided between various projects to improve regional water reliability and new water storage projects 
throughout California. A portion of this money is included in the current California state budget with significantly more 
coming in future years. A second development was the passing of the Sustainable Groundwater Management Act. This 
legislation will have far-reaching effects for most of California. The goal of the Act is primarily to manage the 
groundwater resources throughout California in a way that is sustainable over the long-term.  
 
In the first quarter, the novel coronavirus became a global pandemic causing California to issue a statewide order to 
"stay at home" with only essential services remaining open. According to the order, Californians in 16 critical sectors 
are to continue working during the pandemic. Those include emergency services, energy, food and agriculture. While 
the impact of the virus on the economy is currently unknown, we will continue to monitor the situation, especially as it 
pertains to our producers. The impact on pricing created by the rapid spread of the coronavirus across the globe is still 
unknown. Until the virus subsides and ports begin to reopen, shipments will continue to be impacted. The March 
management report issued by the California Walnut Board shows shipments down both overall from last February and 
from the 2018/2019 marketing year overall. Also, trade issues could continue to impact the market for the coming year. 
 

LOAN PORTFOLIO 

Loans outstanding at March 31, 2020, totaled $1,624,304, a decrease of $22,434, or 1.4%, from loans of $1,646,738 
at December 31, 2019. The modest decrease was primarily due to seasonal loan payments in the first quarter. We 
anticipate loan growth throughout the remainder of 2020. Nonaccrual loans increased during the quarter, but credit 
quality remains high. Our portfolio is well diversified by commodity, with no concentration above 20%. We use 
purchased loan participations to generate additional earnings as well as diversify commodities and geographic area 
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served. Two unique components of the Golden State loan portfolio are the percentage of permanent plantings that 
comprise the industry mix of overall commodities and the extended marketing cycle of many of our commodities.  
 

OTHER PROPERTY OWNED 

Other property owned is real or personal property that has been acquired through foreclosure, deed in lieu of foreclosure 
or other means.  We had no other property owned at March 31, 2020 or at December 31, 2019.  
 

RESULTS OF OPERATIONS 

Net income for the three months ended March 31, 2020, was $7,970, an increase of $134, or 1.6%, from the same 
period ended one year ago. The increase is the result of higher noninterest income and slight reductions in noninterest 
expense. 
 
Net interest income for the three months ended March 31, 2020, was $10,857, a decrease of $26, or 0.2%, compared 
with the three months ended March 31, 2019. Net interest income decreased as a result of lower interest rates in 2020 
compared to the prior year. Increases in loan volume were offset by lower earnings on capital.   
 
The credit loss reversal for the three months ended March 31, 2020, was $48, compared to a reversal of $86 for the 
same period ended one year ago. The credit loss reversal was the result of the drop in loan volume and improving 
qualitative factors. 
 
Noninterest income increased $113 during the first three months of 2020 compared with the first three months in 2019 
primarily due to higher patronage income received on loan participations. Also included in noninterest income is a 
refund of $366 from Farm Credit System Insurance Corporation (FCSIC), a decrease of $16 compared with the refund 
in 2019. The refunds are our portion of excess funds above the secure base amount in the FCSIC Allocated Insurance 
Reserve Accounts. Refer to the 2019 Annual Report to Shareholders for additional information. 
 
We received mineral income of $10 during the first three months of 2020, which is distributed to us quarterly by CoBank.  
 
During the first three months of 2020, noninterest expense decreased $79 to $4,898, primarily due to decreases in 
travel, training, purchased services and insurance expense. Salaries and benefits increased from the prior year, but 
were offset by the reductions in other expense categories.  
 

CAPITAL RESOURCES 

Our shareholders’ equity at March 31, 2020, was $334,487, an increase from $326,536 at December 31, 2019.  This 
increase is due to net income for 2020, partially offset by changes in capital stock.   
 
The undersigned certify they have reviewed this report, this report has been prepared in accordance with all applicable 
statutory or regulatory requirements and the information contained herein is true, accurate, and complete to the best of 
his or her knowledge and belief. 
 
 
        
 
 
 
____________________________________  ____________________________________ 
Michael Fry      Robert Faris 
Chairman of the Board     President and Chief Executive Officer 
May 5, 2020              May 5, 2020 
 
 
 
 
____________________________________ 
Larry Grager 
Chief Financial Officer 
May 5, 2020  
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Golden State Farm Credit, ACA

(Dollars in Thousands)

March 31 December 31
2020 2019

UNAUDITED AUDITED
ASSETS

Loans 1,624,304$ 1,646,738$
Less allowance for loan losses 4,437 4,466

    Net loans 1,619,867 1,642,272
Cash 216 18,407
Accrued interest receivable 16,569 19,848
Investment in CoBank, ACB 52,872 52,733
Premises and equipment, net 3,293 3,394
Prepaid benefit expense 7,266 6,511
Other assets 3,911 17,424

Total assets 1,703,994$ 1,760,589$

LIABILITIES
Note payable to CoBank, ACB 1,328,430$ 1,382,820$
Advance conditional payments 29,754 19,723
Accrued interest payable 2,495 2,715
Patronage distributions payable 2 8,229
Accrued benefits liability 845 1,317
Reserve for unfunded commitments 381 400
Other liabilities 7,600 18,849

Total liabilities 1,369,507 1,434,053

 Commitments and Contingencies

SHAREHOLDERS' EQUITY
Capital stock and participation certificates 1,510 1,529
Additional paid-in capital 141,442 141,442
Unallocated retained earnings 191,484 183,514
Accumulated other comprehensive income/(loss) 51 51

Total shareholders' equity 334,487 326,536
Total liabilities and shareholders' equity 1,703,994$ 1,760,589$

The accompanying notes are an integral part of these consolidated financial statements.

Consolidated Statement of Condition

1

Golden State Farm Credit, ACA

(Dollars in Thousands)

September 30 December 31
2019 2018

UNAUDITED AUDITED
ASSETS

Loans 1,616,781$        1,515,010$        
Less allowance for loan losses 4,068 4,157 

    Net loans 1,612,713          1,510,853          
Cash 545 24,078 
Accrued interest receivable 36,481               14,001 
Investment in CoBank, ACB 50,093               49,984 
Premises and equipment, net 3,481 3,818 
Prepaid benefit expense 6,035 5,220 
Other assets 24,667               7,280 

Total assets 1,734,015$        1,615,234$        

LIABILITIES
Note payable to CoBank, ACB 1,370,867$        1,261,890$        
Advance conditional payments 19,975               21,871 
Accrued interest payable 3,142 2,753 
Patronage distributions payable 210 6,750 
Accrued benefits liability 1,253 1,492 
Reserve for unfunded commitments 306 536 
Other liabilities 11,405               9,231 

Total liabilities 1,407,158          1,304,523          

 Commitments and Contingencies

SHAREHOLDERS' EQUITY
Capital stock and participation certificates 1,523 1,524 
Additional paid-in capital 141,442             141,442             
Unallocated retained earnings 183,778             167,613             
Accumulated other comprehensive income 114 132 

Total shareholders' equity 326,857             310,711             
Total liabilities and shareholders' equity 1,734,015$        1,615,234$        

The accompanying notes are an integral part of these consolidated financial statements.

Consolidated Statement of Condition
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Golden State Farm Credit, ACA

(Dollars in Thousands)

UNAUDITED 2020 2019
INTEREST INCOME

Loans 17,870$ 19,516$
Total interest income 17,870 19,516

INTEREST EXPENSE
Note payable to CoBank, ACB 6,892 8,488
Other 121 145

Total interest expense 7,013 8,633
Net interest income 10,857 10,883
Credit loss reversal (48) (86)
Net interest income after credit loss reversal 10,905 10,969

NONINTEREST INCOME
Financially related services income 40 3
Loan fees 16 91
Patronage distribution from Farm Credit institutions 1,531 1,339
Farm Credit Insurance Fund distribution 366 382
Mineral income 10 5
Other noninterest income 2 32

Total noninterest income 1,965 1,852
NONINTEREST EXPENSE

Salaries and employee benefits 3,157 3,025
Occupancy and equipment 249 250
Purchased services from AgVantis, Inc. 514 474
Farm Credit Insurance Fund premium 249 259
Supervisory and examination costs 133 129
Other noninterest expense 596 840

Total noninterest expense 4,898 4,977
Income before income taxes 7,972 7,844
Provision for income taxes 2 2

Net income 7,970 7,842
COMPREHENSIVE INCOME

Amortization of retirement credits - (6)
Total comprehensive income 7,970$ 7,836$

The accompanying notes are an integral part of these consolidated financial statements.

ended March 31

Consolidated Statement of Comprehensive Income

For the three months

1

Golden State Farm Credit, ACA

(Dollars in Thousands)

UNAUDITED 2020 2019
INTEREST INCOME

Loans 17,870$ 19,516$
Total interest income 17,870 19,516

INTEREST EXPENSE
Note payable to CoBank, ACB 6,892 8,488
Other 121 145

Total interest expense 7,013 8,633
Net interest income 10,857 10,883
Credit loss reversal (48) (86)
Net interest income after credit loss reversal 10,905 10,969

NONINTEREST INCOME
Financially related services income 40 3
Loan fees 16 91
Patronage distribution from Farm Credit institutions 1,531 1,339
Farm Credit Insurance Fund distribution 366 382
Mineral income 10 5
Other noninterest income 2 32

Total noninterest income 1,965 1,852
NONINTEREST EXPENSE

Salaries and employee benefits 3,157 3,025
Occupancy and equipment 249 250
Purchased services from AgVantis, Inc. 514 474
Farm Credit Insurance Fund premium 249 259
Supervisory and examination costs 133 129
Other noninterest expense 596 840

Total noninterest expense 4,898 4,977
Income before income taxes 7,972 7,844
Provision for income taxes 2 2

Net income 7,970 7,842
COMPREHENSIVE INCOME

Amortization of retirement credits - (6)
Total comprehensive income 7,970$ 7,836$

The accompanying notes are an integral part of these consolidated financial statements.

ended March 31

Consolidated Statement of Comprehensive Income

For the three months

1
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Golden State Farm Credit, ACA

Consolidated Statement of Changes in Shareholders' Equity

(Dollars in Thousands)

Capital Stock Accumulated
and Additional Unallocated Other Total

Participation Paid-In Retained Comprehensive Shareholders'
UNAUDITED Certificates Capital Earnings Income/(Loss) Equity
Balance at December 31, 2018 1,524$ 141,442$ 167,613$ 132$ 310,711$
Comprehensive income 7,842 (6) 7,836
Stock and participation certificates issued 33 33
Stock and participation certificates retired (47) (47)
Balance at March 31, 2019 1,510$ 141,442$ 175,455$ 126$ 318,533$

Balance at December 31, 2019 1,529$ 141,442$ 183,514$ 51$ 326,536$
Comprehensive income 7,970 - 7,970
Stock and participation certificates issued 29 29
Stock and participation certificates retired (48) (48)
Balance at March 31, 2020 1,510$ 141,442$ 191,484$ 51$ 334,487$

The accompanying notes are an integral part of these consolidated financial statements.

1

Golden State Farm Credit, ACA

(Dollars in Thousands)

UNAUDITED 2020 2019
INTEREST INCOME

Loans 17,870$ 19,516$
Total interest income 17,870 19,516

INTEREST EXPENSE
Note payable to CoBank, ACB 6,892 8,488
Other 121 145

Total interest expense 7,013 8,633
Net interest income 10,857 10,883
Credit loss reversal (48) (86)
Net interest income after credit loss reversal 10,905 10,969

NONINTEREST INCOME
Financially related services income 40 3
Loan fees 16 91
Patronage distribution from Farm Credit institutions 1,531 1,339
Farm Credit Insurance Fund distribution 366 382
Mineral income 10 5
Other noninterest income 2 32

Total noninterest income 1,965 1,852
NONINTEREST EXPENSE

Salaries and employee benefits 3,157 3,025
Occupancy and equipment 249 250
Purchased services from AgVantis, Inc. 514 474
Farm Credit Insurance Fund premium 249 259
Supervisory and examination costs 133 129
Other noninterest expense 596 840

Total noninterest expense 4,898 4,977
Income before income taxes 7,972 7,844
Provision for income taxes 2 2

Net income 7,970 7,842
COMPREHENSIVE INCOME

Amortization of retirement credits - (6)
Total comprehensive income 7,970$ 7,836$

The accompanying notes are an integral part of these consolidated financial statements.

ended March 31

Consolidated Statement of Comprehensive Income

For the three months

1
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NOTES TO FINANCIAL STATEMENTS 
 (Dollars in Thousands, Except as Noted) 

(Unaudited) 
 

NOTE 1 - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES 

A description of the organization and operations of Golden State Farm Credit, ACA (the Association), the significant 
accounting policies followed, and the financial condition and results of operations as of and for the year ended 
December 31, 2019, are contained in the 2019 Annual Report to Shareholders. These unaudited first quarter 2020 
financial statements should be read in conjunction with the 2019 Annual Report to Shareholders. 

The accompanying unaudited financial statements have been prepared in accordance with accounting principles 
generally accepted in the U.S. (GAAP) for interim financial information. Accordingly, they do not include all of the 
disclosures required by GAAP for annual financial statements and should be read in conjunction with the audited 
financial statements as of and for the year ended December 31, 2019, as contained in the 2019 Annual Report to 
Shareholders. 

In the opinion of management, the unaudited financial information is complete and reflects all adjustments, consisting 
of normal recurring adjustments, necessary for a fair statement of results for the interim periods. The preparation of 
financial statements in accordance with GAAP requires management to make estimates and assumptions that affect 
the amounts reported in the financial statements and accompanying notes. Actual results could differ from those 
estimates. The results of operations for interim periods are not necessarily indicative of the results to be expected for 
the full year ending December 31, 2020. Descriptions of the significant accounting policies are included in the 2019 
Annual Report to Shareholders. In the opinion of management, these policies and the presentation of the interim 
financial condition and results of operations conform with GAAP and prevailing practices within the banking industry. 

Recently Adopted or Issued Accounting Pronouncements 
In December 2019, the Financial Accounting Standards Board (FASB) issued guidance entitled “Simplifying the 
Accounting for Income Taxes.” This guidance eliminates certain intra period tax allocations, foreign deferred tax 
recognition and interim period tax calculations. In addition, the guidance simplifies disclosure regarding capital and 
franchise taxes, the allocation of goodwill in business combinations, subsidiary financial statements and other 
disclosures. The new guidance is intended to eliminate and/or simplify certain aspects of income tax accounting that 
are complex or that require significant judgment in application or presentation. The guidance becomes effective for 
fiscal years beginning after December 15, 2021. Early adoption of the guidance is permitted and the institution adopted 
this guidance on January 1, 2020. The adoption of this guidance did not materially impact the institution’s financial 
condition or results of operations. 
 
In August 2018, the Financial Accounting Standards Board (FASB) issued guidance entitled “Customer’s Accounting 
for Implementation Costs Incurred in a Cloud Computing Arrangement That Is a Service Cost.” The guidance aligns 
the requirements for capitalizing implementation costs incurred in a hosting arrangement that is a service contract with 
the requirements for capitalizing implementation costs incurred to develop or obtain internal-use software (and hosting 
arrangements that include an internal-use software license). The accounting for the service element of a hosting 
arrangement that is a service contract is not affected by this guidance. This guidance became effective for interim and 
annual periods beginning after December 15, 2019. The guidance also requires an entity (customer) to expense the 
capitalized implementation costs of a hosting arrangement that is a service contract over the term of the hosting 
arrangement. It further specifies where to present expense and payments in the financial statements. The guidance is 
to be applied on a retrospective or prospective basis to all implementation costs incurred after the date of adoption. 
The adoption of this guidance did not materially impact the Association’s financial condition or its results of operations.  

 
In August 2018, the FASB issued guidance entitled “Disclosure Framework — Changes to the Disclosure Requirements 
for Defined Benefit Plans.” The guidance modifies the disclosure requirements for employers that sponsor defined 
benefit pension or other postretirement plans. This guidance becomes effective for fiscal years ending after December 
15, 2020. Early adoption is permitted. The guidance is to be applied on a retrospective basis for all periods. The 
adoption of this guidance will not impact the Association’s financial condition or its results of operations, but will impact 
the employee benefit plan disclosures.  
 
In August 2018, the FASB issued guidance entitled “Disclosure Framework — Changes to the Disclosure Requirements 
for Fair Value Measurement.” The guidance modifies the requirements on fair value measurements by removing, 
modifying or adding to the disclosures. This guidance became effective for interim and annual periods beginning after 
December 15, 2019. Early adoption was permitted and an entity was permitted to early adopt any removal or modified 
disclosures and delay adoption of the additional disclosures until their effective date. The Association early adopted 
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the removal and modified disclosures during the fourth quarter of 2018. The adoption of this guidance did not impact 
the Association’s financial condition or its results of operations, but will impact the fair value measurements disclosures.  
 
In June 2016, the FASB issued guidance entitled “Measurement of Credit Losses on Financial Instruments.” The 
guidance replaces the current incurred loss impairment methodology with a methodology that reflects expected credit 
losses and requires consideration of a broader range of reasonable and supportable information to inform credit loss 
estimates. Credit losses relating to available-for-sale securities would also be recorded through an allowance for credit 
losses. For public business entities that are not U.S. Securities and Exchange Commission filers this guidance was to 
become effective for interim and annual periods beginning after December 15, 2020, with early application permitted. 
On October 16, 2019, the FASB approved deferral of the effective date for certain entities for this guidance by two 
years, which will result in the new credit loss standard becoming effective for interim and annual reporting periods 
beginning after December 15, 2022. The Association qualifies for the delay in the adoption date. The Association 
continues to evaluate the impact of adoption on its financial condition and its results of operations.  
 

NOTE 2 - LOANS AND ALLOWANCE FOR LOAN LOSSES  

A summary of loans follows: 

 
 
The Association purchases and sells participation interests with other parties in order to diversify risk, manage loan 
volume and comply with Farm Credit Administration regulations. The following table presents information regarding the 
balances of participations purchased and sold at March 31, 2020:  
 

 Other Farm Credit 
Institutions 

Non-Farm Credit 
Institutions Total 

 Purchased Sold Purchased Sold Purchased Sold 
Real estate mortgage  $ 21,181  $ 148,241  $ --  $ -- $ 21,181  $ 148,241 
Production and intermediate-term 27,285 61,497 -- -- 27,285 61,497 
Agribusiness 29,826 -- -- -- 29,826 -- 
Rural infrastructure 23,581 -- -- -- 23,581 -- 
Lease receivables 20,480 1,483 -- -- 20,480 1,483 
 Total  $ 122,353  $ 211,221  $ --  $ --  $ 122,353  $ 211,221 

 March 31, 2020 December 31, 2019 
Real estate mortgage  $ 1,312,759  $ 1,319,863 
Production and intermediate-term 202,113   215,905 
Agribusiness 56,938   57,956 
Rural infrastructure 25,581   21,722 
Rural residential real estate 90   224 
Lease receivables 28,823   31,068 
 Total loans   $ 1,624,304  $ 1,646,738 
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One credit quality indicator utilized by the Association is the Farm Credit Administration Uniform Loan Classification 
System that categorizes loans into five categories. The categories are defined as follows: 

• Acceptable – assets are expected to be fully collectible and represent the highest quality. 
• Other assets especially mentioned (OAEM) – assets are currently collectible but exhibit some potential 

weakness. 
• Substandard – assets exhibit some serious weakness in repayment capacity, equity and/or collateral pledged 

on the loan. 
• Doubtful – assets exhibit similar weaknesses to substandard assets; however, doubtful assets have additional 

weaknesses in existing factors, conditions and values that make collection in full highly questionable.  
• Loss – assets are considered uncollectible. 

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

 March 31, 2020 December 31, 2019 
Real estate mortgage   
 Acceptable  98.07% 98.45% 
 OAEM  0.67% 0.44% 
 Substandard  1.26% 1.11% 
  Total  100.00% 100.00% 
Production and intermediate-term   
 Acceptable  98.05% 99.06% 
 OAEM  0.29% 0.25% 
 Substandard  1.66% 0.69% 
  Total  100.00% 100.00% 
Agribusiness   
 Acceptable  80.09% 82.77% 
 OAEM  17.35% 14.61% 
 Substandard  2.56% 2.62% 
  Total  100.00% 100.00% 
Rural infrastructure   
 Acceptable  100.00% 100.00% 
  Total  100.00% 100.00% 
Rural residential real estate   
 Acceptable  98.89% 81.80% 
 OAEM  1.11% 18.20% 
  Total  100.00% 100.00% 
Lease receivables   
 Acceptable  99.37% 99.40% 
 OAEM  0.06% 0.06% 
 Substandard  0.57% 0.54% 
  Total  100.00% 100.00% 
Total Loans   
 Acceptable  97.49% 98.02% 
 OAEM  1.19% 0.90% 
 Substandard  1.32% 1.08% 
  Total  100.00% 100.00% 
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High risk assets consist of impaired loans and other property owned. These nonperforming assets (including related 
accrued interest) and related credit quality are as follows:  
 

 March 31, 2020 December 31, 2019 
Nonaccrual loans   
 Real estate mortgage  $ 6,353  $ 3,680 
 Production and intermediate-term   1,280   365 
 Lease receivables   310   142 
 Total nonaccrual loans  $ 7,943  $ 4,187 
Accruing restructured loans   
 Real estate mortgage  $ 226  $ 230 
 Total accruing restructured loans  $ 226  $ 230 
Accruing loans 90 days past due   
 Real estate mortgage  $ 4,037  $ -- 
 Total accruing loans 90 days past due  $ 4,037  $ -- 
 Total impaired loans  $ 12,206  $ 4,417 
 Total high risk assets  $ 12,206  $ 4,417 

The Association had no other property owned for the periods presented. 

Additional impaired loan information is as follows:  
 

 March 31, 2020 December 31, 2019 
 

Recorded 
Investment 

Unpaid 
Principal 
Balance 

Related 
Allowance 

Recorded 
Investment 

Unpaid 
Principal 
Balance 

Related 
Allowance 

Impaired loans with a related 
 allowance for loan losses: 

      

 Production and intermediate-term   $       934  $ 853  $ 401  $ 42 $           43          $          42 
 Lease receivables   36   36   7   -- -- -- 
  Total  $ 970  $ 889  $ 408  $ 42  $ 43  $ 42 
Impaired loans with no related 
 allowance for loan losses: 

      

 Real estate mortgage   $ 10,616  $ 11,572     $ 3,910  $ 3,206    
 Production and intermediate-term    346   371      323 323  
 Lease receivables    274   274      142 142  
  Total  $ 11,236  $ 12,217     $ 4,375  $ 3,671    
Total impaired loans:       
 Real estate mortgage   $ 10,616  $ 11,572  $ --  $ 3,910  $ 3,206  $ -- 
 Production and intermediate-term    1,280   1,224   401   365 366 42 
 Lease receivables    310   310   7   142 142 -- 
  Total  $ 12,206  $ 13,106  $ 408  $ 4,417  $ 3,714  $ 42 

Note: The recorded investment in the loan receivable is the face amount increased or decreased by applicable accrued interest and 
unamortized premium, discount, finance charges, or acquisition costs and may also reflect a previous direct write-down of the 
loan receivable. 
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 For the Three Months Ended  
March 31, 2020 

For the Three Months Ended  
March 31, 2019 

 Average 
Impaired Loans 

Interest Income 
Recognized 

Average 
Impaired Loans 

Interest Income 
Recognized 

Impaired loans with a related 
 allowance for loan losses:     
 Production and intermediate-term     $            879      $               --        $              17      $                --  
 Total  $ 879  $ --  $ 17  $ -- 
Impaired loans with no related 
 allowance for loan losses:     
 Real estate mortgage  $ 9,837  $ 21  $ 7,599  $ 23 
 Production and intermediate-term -- 4 53 1 
 Lease receivables 139 -- 235 -- 
 Total  $ 9,976  $ 25  $ 7,887  $ 24 
Total impaired loans:     
 Real estate mortgage  $ 9,837  $ 21  $ 7,599  $ 23 
 Production and intermediate-term 879 4 70 1 
 Lease receivables 139 -- 235 -- 
 Total  $ 10,855  $ 25  $ 7,904  $ 24 

 

The following tables provide an age analysis of past due loans (including accrued interest): 
 

March 31, 2020 

30-89 
Days 

Past Due 

90 Days 
or More 

Past Due 
Total 

Past Due 

Not Past 
Due or less 

than 30 
Days Past 

Due 

Recorded 
Investment 

in Loans 
Outstanding 

Recorded 
Investment 
Accruing 
Loans 90 
Days or 

More Past 
Due 

Real estate mortgage  $ 2,186  $ 5,450  $ 7,636  $ 1,319,244  $1,326,880  $ 4,037 
Production and intermediate-term 2,547 777 3,324 200,825 204,149 -- 
Agribusiness -- -- -- 57,251 57,251 -- 
Rural infrastructure -- -- -- 23,585 23,585 -- 
Rural residential real estate -- -- -- 90 90 -- 
Lease receivables -- -- -- 28,918 28,918 -- 
 Total  $ 4,733  $ 6,226  $ 10,960  $ 1,629,913  $1,640,873  $ 4,037 

 

December 31, 2019 

30-89 
Days 

Past Due 

90 Days 
or More 

Past Due 
Total 

Past Due 

Not Past 
Due or less 

than 30 
Days Past 

Due 

Recorded 
Investment 

in Loans 
Outstanding 

Recorded 
Investment 
Accruing 
Loans 90 
Days or 

More Past 
Due 

Real estate mortgage  $ 878  $ 3,617  $ 4,495  $ 1,332,335  $ 1,336,830  $ -- 
Production and intermediate-term 805 -- 805 217,697 218,502 -- 
Agribusiness -- -- -- 58,137 58,137 -- 
Rural infrastructure -- -- -- 21,730 21,730 -- 
Rural residential real estate -- -- -- 225 225 -- 
Lease receivables -- -- -- 31,162 31,162 -- 
 Total  $ 1,683  $ 3,617  $ 5,300  $ 1,661,286  $ 1,666,586  $ -- 



FOR AMERICA’S  AGRICULTURAL IST13

 
 

6 
 
 

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

 

Balance at 
December 31, 

2019 Charge-offs Recoveries 

Provision for 
Loan Losses/ 
(Loan Loss 
Reversals) 

Balance at 
March 31, 2020 

Real estate mortgage  $ 790  $ --  $ --  $ (47)  $ 743 
Production and intermediate-term 2,426 -- -- 131 2,557 
Agribusiness 557 -- -- (30) 527 
Rural infrastructure 60 -- -- (4) 56 
Lease receivables 633 -- -- (79) 554 
 Total  $ 4,466  $ --  $ --  $ (29)  $ 4,437 

 
 
 
 

 

Balance at 
December 31, 

2018 Charge-offs Recoveries 

Provision for 
Loan Losses/ 
(Loan Loss 
Reversals) 

Balance at 
March 31, 2019 

Real estate mortgage  $ 829  $ --  $ --  $ (80)  $ 749 
Production and intermediate-term 2,086 -- -- 366 2,452 
Agribusiness 663 -- -- -- 663 
Rural infrastructure 44 -- -- 23 67 
Rural residential real estate 1 -- -- (1) -- 
Lease receivables 534 -- -- (94) 440 
 Total  $ 4,157  $ --  $ --  $ 214  $ 4,371 

The Association maintains a separate reserve for unfunded commitments, which is included in Liabilities on the 
Association’s Consolidated Statement of Condition. The related provision for the reserve for unfunded commitments is 
included as part of the provision for credit losses on the Consolidated Statement of Comprehensive Income, along with 
the provision for loan losses. A summary of changes in the reserve for unfunded commitments follows: 
 

 
For the Three Months 

Ended March 31 
 2020 2019 

Balance at beginning of period  $ 400  $ 536 
Reversal of reserve for unfunded commitments (19) (300) 
 Total  $ 381  $ 236 

 
Additional information on the allowance for loan losses follows: 
 

 Allowance for Loan Losses 
 Ending Balance at March 31, 2020 

Recorded Investments in Loans 
Outstanding Ending Balance at  

March 31, 2020  

 

Individually 
evaluated for 
impairment 

Collectively 
evaluated for 
impairment 

Individually 
evaluated for 
impairment 

Collectively 
evaluated for 
impairment 

Real estate mortgage  $ --  $ 743  $ 10,616  $ 1,316,264 
Production and intermediate-term   401   2,156   1,280   202,869 
Agribusiness   --   527   --   57,251 
Rural infrastructure   --   56   --   23,585 
Rural residential real estate   --   --   --   90 
Lease receivables   7   547   310   28,608 
 Total  $ 408  $ 4,029  $ 12,206  $ 1,628,667 
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 Allowance for Loan Losses 
 Ending Balance at December 31, 2019 

Recorded Investments in Loans 
Outstanding Ending Balance at  

December 31, 2019  

 

Individually 
evaluated for 
impairment 

Collectively 
evaluated for 
impairment 

Individually 
evaluated for 
impairment 

Collectively 
evaluated for 
impairment 

Real estate mortgage  $ --  $ 790  $ 3,910  $ 1,332,920 
Production and intermediate-term   42   2,384   365   218,137 
Agribusiness   --   557   --   58,137 
Rural infrastructure   --   60   --   21,730 
Rural residential real estate   --   --   --   225 
Lease receivables   --   633   142   31,020 
 Total  $ 42  $ 4,424  $ 4,417  $ 1,662,169 

A restructuring of a debt constitutes a troubled debt restructuring (TDR) if the creditor, for economic or legal reasons 
related to the debtor’s financial difficulties, grants a concession to the debtor that it would not otherwise consider.  

The following table presents additional information regarding troubled debt restructurings that occurred during the 
periods: 
 

 For the Three Months Ended 
 March 31, 2020 March 31, 2019 

  

Pre-modification 
Outstanding 
Recorded 

Investment* 

Post-modification 
Outstanding 
Recorded 

Investment* 

Pre-modification 
Outstanding 
Recorded 

Investment* 

Post-modification 
Outstanding 
Recorded 

Investment* 
Troubled debt restructurings:     
 Real estate mortgage  $ 1,414  $ 1,414  $ --  $ -- 
 Total  $ 1,414  $ 1,414  $ --  $ -- 

 
*  Pre-modification represents the recorded investment in the loan receivable just prior to restructuring and post-modification 

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

 

The following table presents information regarding troubled debt restructurings that occurred within the previous 12 
months and for which there was a subsequent payment default during the period: 

 
 

Recorded Investment 
at March 31, 2020 

Recorded Investment at 
March 31, 2019 

Troubled debt restructurings that subsequently defaulted:   
 Real estate mortgage  $ 1,414  $ 3,308 
 Agribusiness 226 -- 
 Total  $ 1,640  $ 3,308 

There were no additional commitments to lend to borrowers whose loans have been modified in troubled debt 
restructuring at March 31, 2020 and December 31, 2019. 
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The following table provides information on outstanding loans restructured in troubled debt restructurings at period end. 
These loans are included as impaired loans in the impaired loan table: 
 

   Loans modified as TDRs   TDRs in Nonaccrual Status* 
 March 31, 

 2020 
December 31, 

2019 
March 31,  

2020 
December 31, 

2019 
Real estate mortgage  $ 4,895  $ 3,466  $ 4,895  $ 3,466 
Agribusiness   226   230   --   -- 
 Total  $ 5,121  $ 3,696  $ 4,895  $ 3,466 

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

 

NOTE 3 - CAPITAL 

A summary of select capital ratios based on a three-month average and minimums set by the Farm Credit 
Administration follows: 

 

As of  
March 31, 

2020 

As of 
December 31, 

2019 
Regulatory 
Minimums 

Capital 
Conservation 

Buffer Total 

Risk Adjusted:      
 Common equity tier 1 ratio  15.91% 15.35% 4.5%  2.5% 7.0% 
 Tier 1 capital ratio  15.91% 15.35% 6.0%  2.5% 8.5% 
 Total capital ratio  16.19% 15.60% 8.0%  2.5% 10.5% 
 Permanent capital ratio  15.95% 15.39% 7.0%   – 7.0% 
      
Non-risk-adjusted:      
 Tier 1 leverage ratio  16.92% 16.24% 4.0%  1.0% 5.0% 
 Unallocated retained earnings 
  and equivalents leverage ratio  18.70% 17.80% 1.5%   – 1.5% 

If capital ratios fall below the regulatory minimum plus buffer amounts, capital distributions (equity redemptions, cash 
dividend payments, and cash patronage payments) and discretionary senior executive bonuses are restricted or 
prohibited without prior FCA approval. The current regulations establish a three-year phase-in of the capital 
conservation buffer, which began on January 1, 2017. There will be no phase-in of the leverage buffer. 

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

 For the Three Months 
Ended March 31 

 2020 2019 
Pension and other benefit plans:   
 Beginning balance  $ 51  $ 132 
  Other comprehensive income before reclassifications       
 Amounts reclassified from accumulated other 
  comprehensive income/loss 

  --   (6) 

 Net current period other comprehensive income/(loss)   --   (6) 
 Ending balance  $ 51  $ 126 
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The following table represents reclassifications out of accumulated other comprehensive income/loss: 

 Amount Reclassified from Accumulated  
Other Comprehensive Income/Loss Location of Gain/Loss 

Recognized in Statement of 
Income 

 For the Three Months Ended March 31 
 2020 2019 
Pension and other benefit plans:    

Salaries and employee benefits  Net actuarial loss  $ --  $ (6) 
 Prior service cost       
 Transition asset       
Total reclassifications  $ --  $ (6)    

 
 

 

NOTE 4 - SUBSEQUENT EVENTS 

The Association has evaluated subsequent events through May 5, 2020, which is the date the financial statements 
were issued, and no material subsequent events were identified. 
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