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Loan Portfolio Management

Begins with philosophy of board

Goals, targets, limits

Policies and procedures

Underwriting

Monitoring, Stress Testing,

Audit and Review

Integrated with financial/capital management
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Policy: Goals, Targets, Limits

Risk Appetite

Risk Identification and Key Performance
Metrics

Strategic Plan
Portfolio Management Practices
Underwriting Standards
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Risks

Credit

Operational

Financial

Personnel

Competition

Loan Portfolio Management

Business Environment Customer

Industry Planning

Counterparty Organizational Business Risk
Technology Reputation
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Risks

Credit Operational

Financial Personnel

Loan Portfolio Management | competition

Business Environment Customer

Industry Planning

Counterparty Organizational Business Risk
Technology Reputation

Environmental

%5 FARM CREDIT EAST

&



Risk Management
Options

1. Avoid

2. Mitigate, Reduce
3. Transfer, Share

4. Accept, Manage
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Loan Pricing: Based on Loan Amount and Risk Rating

Loan Adjustments Heeded:

Essentia EEE: tr ;I:a; F armer SLESEE
==550K Home
Risk | "BE == to Mortgage or
Rating | $250K | $250K | =550K |(Home Equity
4-3 -2h 25 125 -7h
6-7 0 RO 150 -5
& 25 75 175 -2h
9 R0 100 200 -2h
10 7h 125 225 +2hto ¥
11 150 200 300 +2hto 7
12-14 | 300+ G000+ L +2hto ¥

* BE = Maximum Credit Rizk fto the Aszocation
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Underwriting Standard
Owner Equity Ratio

Total Equity divided by Total Assets times 100

Commodity Norm Minimum
General 50% 40%
Dairy 60% 50%
Cash Grain 65% 50%
Forest Products 459% 40%
Independent Poultry/Swine 60% 50%
Beef Feedlot 50% 45%
Orchard/Vineyard 55% 50%
Poultry or Livestock Contract Production 35% 30%
Nursery/Greenhouse 45% 40%
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Underwriting Standard
Term Debt Coverage Ratio

[EBITD (Earnings before interest, taxes, depreciation) from Farming Operations +/- Net Cash Non-Farm Income +/- Extraordinary Income
(expenses) - Total Income Tax Expense - Total Owner Withdrawals divided by Term Debt Principal and Interest Payments + Capital Lease

Payments] times 100.

Commodity Norm Minimum
General 125% 120%
Dairy 1259% 120%
Cash Grain 125% 120%
Forest Products 1259% 120%
Independent Poultry/Swine 125% 120%
Beef Feediot 1259% 120%
Orchard/Vineyard 125% 120%
Poultry or Livestock Contract 1259% 120%
Production

Nursery/Greenhouse 125% 120%

&
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Underwriting Standard
Credit Scored Loans

Standard Norm | Minimum

Ag Credit Score >185 >170
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Underwriting Standard
Loan to Value

Standard Norm Maximum

Long Term Real Estate loan to value >75% <85%
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Goal or Targets

20% of new loans to young, beginning,
small, minority, or veteran farmers

All new loans to a particular industry meet
UW standards (no exceptions) or have
government guarantee.

Crop Insurance required on certain loans

At least 40% of borrowing customers use
other FRS
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Concentration Limits

No more than 3% of risk funds to any
single borrower

No more than 60% of risk funds to any
single industry (dairy, hogs, cranberries)

No loans to certain industries-moratorium

Limit capital markets loan volume to 20%
of total volume.
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Tenors

« Short and Intermediate Terms: 1-10 years
(15 years for fishing vessels)

 Long Term: 10-30 years

« Underwriting Standard: No fixed rate loan
longer than five years. (Use 20 year amort
with 5 year balloon.)

 Match loan to effective life of asset
financed
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Loan Portfolio Analysis

» Use several different risk analysis tools-
provide different perspectives.

« Strategic Credit Risk Management
— Transaction-individual risk ratings

— IntrinSIC-Risk inherent in industries or lines of business

— Concentration-pools of risk segregated in terms of

homogeneous groups of borrower, geographic, industry, or line of
business concentrations
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Stress Testing Example

The customer segments and plausible scenarios subject to the stress testing
include:

« Dairy | —what if milk prices declined again to $12 per hundredweight and
continued for a 12 month period?

« Dairy Il —what if milk prices declined again to $12 per hundredweight and
feed costs rose 50% and continued for a 12 month period?

« Lifestyle — what if the general economy weakens and results in 15%
unemployment in our Association territory?

* Forest products — what if housing starts weaken even further due to a
dismal general economy?

« Capital markets — what if a combination of factors such as rising feed costs
adversely impact the livestock and poultry borrowers and weaker housing
starts adversely impact the forest products and related borrowers?

« Total portfolio — what if a combination of factors such as a weak general
economy and weaknesses in the dairy, forest products and capital markets
segments as noted above occur all at once?
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Scenario Projected Projected Projected Projected Projected Projected Projected Projected
EOY EOY EOY 2012 Net 2012 EQY EQY EQY
2012 2012 2012 Income (NI), | ROA after 2012 2012 2012
Credit Quality Nonaccrual Criticized Provision for Tax Liquidity CIPA Permanent
w/o guarantee volume (000) Assets Loan Losses (GFA Margin Capital
and as a % of as a % of (PLL), and standard (GFA (GFA
gross accruing | Risk Funds Patronage i 0.75% standard standard is
loans Paid (PAT) or is greater 10% or
(000) greater) than 0%o) greater)
Base Acceptable — 86.8% $32,000 53% $30,263 NI 2.20% 12.72% 87.00 17.08%
Case OAEM -5.7% 2.4% $4,000 PLL
Adverse —5.7% $15,750 PAT
Lifestyle Acceptable — 83.6% $34,523 71% $27,9.8 NI 2.03% 12.29% 85.34 17.02%
OAEM -10.1% 2.3% $6,263 PLL
Adverse-6.3% $15,729 PAT
Dairy | Acceptable — 84.9% $41,483 69% $22,435 NI 1.63% 11.72% 80.71 16.88%
OAEM -7.3% 2.85% $11,478 PLL
Adverse — 7.8% $15,672 PAT
Dairy 1l Acceptable —82.3% $49,722 81% $10,858 NI 0.79% 10.83% 78.24 16.60%
OAEM - 8.0% 3.44% $22,769 PLL
Adverse-9.7% $0 PAT
Forest Acceptable — 86.3% $44,215 55% $21,499 NI 1.56% 11.63% 78.89 16.86%
Products OAEM -5.3% 3.05% $12,307 PLL
Adverse —8.4% $15,650 PAT
Capital Acceptable — 86.1% $41,973 56% $23,520 NI 1.71% 11.82% 80.38 16.91%
Markets OAEM -6.0% 2.89% $10,368 PLL
Adverse—7.9% $15,750 PAT
Total Acceptable — 82.8% $48,331 T7% $15,863 NI 1.15% 11.00% 78.40 16.72%
Portfolio OAEM - 7.8% 3.34% $17,800 PLL
Adverse- 9.4% $3,904 PAT

&
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FARM CREDIT EAST




Scenarios for Stress Testing

Business | Business | Subsidy | Wages | Interest Non- Credit
Industries Income | Expense | Payments & Rate Current | Score
Salaries Assets
Dairy -15% 3% 2% 2% 2%
Green Industry | 4% 3% 2% 2% 2%
Livestock 3% 3% 2% 2%
Timber 5% 3% 2% 2% 3%
Cash Field 3% 3% 2% 2% 5%
All Other 3% 3% 2% 2% 3%
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Financial Stress Testing Scenarios

Scenario
Frime up 200 bps in 2years, Mamins mmpressed by 75 bps

The belowscenario contemplates an increse in Prime of 200 bps between Dec 2012 and Dec 2014, coupled with @ compression of margirs of 75 bps
The portion of LFCthat is not fixed would receive income at 4.35% in 2015 not the arrent 1.55%, pickup of 53,382 5 (2

A Fullyear of ths 75 bps mamzin compression would hurt profits by 510,705 in 2015 see (4

Froft deaement of 58,265 compared to arrent 2015 projections see (5)

Akonote to maintain FCR at alevel abowe 18 patroname would have to fall sharply, down to approximately 14,36 in 2014 and 2015 see(7)

200% InTesme in 20®s Increxse 200% Increase in 200% InTease in
Bse Cxme Prime and 75 B e Case in Frimeand 7= Exme Came Frime and 75 Bxme Came Frime and 7%
with 01 bps Mamgin with 01 bps hamin with 01 bps Margin with 01 bps Margin
Actuals Compression Actuak Compression Actuals Compression Acuals Compression
Dec-12 Decz12 Dec-14 Dec15
Frime 3.25% 3.25% 3.25% 4 7504 3.25% 5250 3.2 B.2%P4
Prime DNR 1558% 1.55% 1.55% 297 1.55% 4350 15&% 4 350
O foraren i n Prime WA Aargie 130% I Irrs 1)
LFC not-Fixed 5102219 102,219 5112262 5111,029 510,739 5117022 5134,7490 5126,999
LFCInmme 58,332 55,332 58,167 59,092 58,021 510,685 58,027 511,409
DiFeramew i LFC Jezd §2.804 £3,352 (2]
Al AeChoice Blended Margins 2 50ang 2505 2.490% 2.120% 24520 1.712% 2. 445m5 17058
¥ foromee in Aargn % .0537% 0795 .ares (3)
Matched Met Interest Income 533,629 533,629 533,844 531,129 532,257 5324529 533,238 522,532
Ciffiarameai m Aotk dargic 2 70s) 7.7 28) o Fos) (4
Bottom Line Net Income 5 33,154 5 33,154 5 31,219 5 29,305 5 32,089 5 26,209 5 33,163 5 24504
Oy feramea in At imeoms mf.-ﬁ'i'j,' ij,Sﬂ'[]) Iﬁjﬁ) |:5:|
Permanent Capital DecEOY 17.14% 17.14% 17.19% 17.10% 17 548 17.33% 17 6EP4 17174
O Eerares in POR % .Q0P% .03 7% .053% [B)
Patronage 5 51557 5 15,572 5 15,249 5 12527 5 15,435 5 11,942 5 15,383 5 12,930
Patronage & a% of Net Int Inme 23.6% 232.6% FERL 17 6% 22.2% 14.3% 22.1% 14. % (7)
DrFnamea im At imeome ¥ 2.322) 3 r3.0E7) 3 3,403}
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Monitoring and Reporting

Internal Audit and Credit Review
ALCO-Asset-Liability Committee
Regular Board Reporting of Exceptions
Bank Audit

Accountant Review

Regulator Reviews
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Portfolio Monitoring and Risk
Management

Portfolio Diversification
— Line of Business
— Commodity

Credit Enhancements-Government
Guarantees

Hold Position
Growth Targets
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Portfolio Monitoring and Risk
Management

Credit quality trends and migration
analysis

Risk bearing capacity
Delinguency monitoring
Industry risk migration
Large loan concentrations
Counterparty Risk analysis

Contingency plans
0@0 FARM CREDIT EAST



Capital Management

 Allowance for loan losses

« Economic Capital-Monitor certain ratios
(Criticized and adverse to risk funds)

* Patronage
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Economic Risk Capital Model

Data
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Economic Risk Capital Model

Economic Capital
og,o FARM CREDIT EAST



Without FSA Guaraniees

March 31, 2012 ERxk v4 EEBEE“;:RI:I“‘ Ineitment  Balanee Sheet
Pn GemnlAlLIsrne  —apital
Bt ke Proformd Soc)
Credit Ricks $164.3 MM 10.4%; of $1,592 9
MM Exposure
Operating Risk $142 MM
Total EC@AA $17E.5 MM 230 5 | $254 .4 MM
PCREwhenEC = Acomal PCR
AA 12.83% 16750
Capital Margin $523 MM DEPE @ 29 4 M
With F5A Guarantees
March 31, 2012 ERxk vd Tﬁﬁh‘ Inewitmext  Balawes 5 hest
Px GemnlAlLIsrne  —apital
Frat ks Proformd Soc)
Credit Bicke $140.5 MM Q4% of $1.592 .9
MM Exposure
Operating Risk $142 MM
Total EC (@AA $163.7T MM $130 S 1M | F255 4 MM
PCREwhenEC = Aeotmal PCE
AA 11.7T3% 1a.75%
Capital Margin $67.1 MIM DEFE (95 4 MM
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oM o2l Es

Curmemt
5222012 3312012 12312011 12,/31,2010 123120009 2012

Capital TWiCwe me nis 1 Fating 2 Fating 3+ Rating
PAdverse fezets (RR11-14+ OPOY Risk Funds 2638 0664 =& A5. 3% &7 53 <= 575 =75H
Crificzed Azzets (RR10-14 + OP O YRisk Funds 54100 5.11% 50 .39% o0.30% o7 8% =60 s15% =1 =%
Fermanent Capital R atio 169 2% 1675% 1656% 14.9 2% 1247% =15% = 10% =100
Total Surplus R atio 161 2% 15 94% 157 3 14.07% 11.61% =12 = 10% =100
Coaore Surplus R atio 14.24% 1403% 1379% 12.28% 10.30% = EEL] = 5%
[ Totd Capitd Benchmarks 4 1 1]
Asasts
Adverse fzsets (RR11-14+ OPOY Risk Funds 26558 20664 =& A5. 325 &7 5% =200 5 508 =50
Crificzed Azsets (RR10-14 + OFP O WRisk Funds 54100 = 11% 50 34% o0, 30% o7 8% =50% 5 100% =100
FPast Due Loars inc Mondec fTotal Classified Assets 1A% 210% 177% 1.45% 244% < S =5 =50
Man Azcroal LoarsdTotal Classified As=sek 20E% 224% 2E6% 3.35% 30a% =<15% = 4% = 4%
OAEM Cla=sified AsseteiTotal Classified Assets 405% Ga% 711% 7.A5% 37EH 1 = 2 < = = 100 =100
Adversely Classified Assets/Total Classified A==k 4.657% 5.41% 5 1% 7525 BITH L &=——2 < 5% = 1054 =108k
[ Totadl Assets Benchmarks 3 ] [
E=arnings
Return on Awg Asset (Bottom Line) 277% 271% 255% 2.58% 159% =15% z 1.0 =11
et Interest bargin as a % of Awg Earning Assets 3.27% 3.34% 3.28% 2.08% 258% =25% z 2.00h = 20
Efficiency B atio (Monlnt Exp # (NIl + Manlnt Inc) I ETH = 14% =E11% .0 41 1% = 45% = 5% = 5%
[ Totd Esmings Benchmarks 3 I 0
Liquidity
FAcorudl Assets inc AR Direct Loan incAIP 119.21% 119 .52 117 555 114.5a% 1120a% =115% z106% <106%
Accaptable & OAEM Assets ww'o AR fDriredt Loan inc AP 115,208 116.67% 115.25% 109.95% 105 5% =110% = 1000 =100
Accaptable Asset f Direct Loan inc AIP 11018% 109 17% 106.52% 1001455 1011 15% =105% = 95% < 95%
| Tatal Liquidity Benchrarks 3 1] 0
[ Totad All Benchriarks [E i 0

&
0%0 FA

RM CREDIT EAST



Exces Funds 5 TB7.4L3

In-Hauz= Ralinanca 148,348

Financial: Payoff Monitoring e compen Lorenas

Parlicipatian 2594%.845 RE La=t to Comp=titian
Schaduled 223.712 5 138431
Sald dsz=1s 1005, 749 7 724305
‘wiaat, Cradil Papaul 994,353 3 223 568
Trlhear 282114 9 499,23
S hikA- R finance 3 &5, 188 Grand Tatal b 158552
G4z Leme Pracesds S17.405
H 9051372
7,000,000
1 =ll=Lo=t to Comp
E,000,000
000,000 ~-ShM-Refi
4,000,000
53z Leaze
2,000,000
==Lzt to Comp (3 mo rolling aug)
2,000,000
1,8B5E542
1,545,892
1,000,000

\L/\i_.\_ "'\i——af-‘\ﬁf,-.\_/' 23458

Cecld  lanll F=b War Apr IWlay lun Jul Aue Sap Ot Mow Dec 11 lan F=b War
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Financial: Volume and Margin Analysis

Volume and Margin Change Comparison

12731711 to 5731412

A B c [t} E F G 1 | J ] L L. H
(E+C) Tarm Loars Lin=s Of Cradit Eum D..J) T+ [ ]
Hewr (CIF) Exdstl ng
125172011 Totel 1275172011 Het 12700172011 GARAP|Customear Term Customer Loa n Hew (CIF) Custo mer BEdstirg SEFA 26PN 2 et §FE1SD 2 Toml
Bssod et on E<posure Aol Comm Eal Loars Growth Papdowrs Payoffs LS Ay Customear fdw Feydeowers Charge Bl Ao | Camm Expos um
Yolum= (Gool Fok o) S 1R M0EE0 5 IEE TGS § LH1EET.F [0 f0.00,0F | 5 M TH TG | 5 (51.ZE5341) § (T4 TETEN T ﬂ.?ﬁ.ﬁél A X | Y (67365 5ET)[ & E0,FRM.0ET [ 5 TMF1ALEIT 5 EE0IE.%E § 1 TTRAFRIET
Het b= =t lroome 5 57,083,378 | U, a2 p, % (1,088,885 & (04,271 . K S (1.600,188)( § 308.m0 | § 37,392,158
argin 1.67% 167 0% IG% 155 1.54% 155 1.38% I5%
Bm nab= only Aatualz
Yolum= (Gool Fok o) S 1 ELEF5IE § 'E9.95+ § 1,155,54.595 [ 5 45IM5E+ § MMM 5 (S0 1I5 Tl § (IS 47IEE) 5 5452198 & IEEE1R0T0 § (B, MEFIN| Y WAHEE [ F11MMETED § 1UF.59%E.%E 5 15105306
Het Int=rst lroome H ILTILMT (S \2mRE 5 132397 5 (1.0D1Im) 5 (688 5 164,140 & TGEE 5 (967 66| & FEZLPE0| S 34,045,207
argin I1.5%% 167 0% ptl 4 I.81%) I.59% I 3115 I91%
Copi tal Marketz Actunls
Yolum= (Gool Fok o) 5 4545% 404§ 1%, FM9F  §  EE0EEIM [ 5 H H (mEIrE 5 (LIRS 17,466,078 § I5I02548 5 (EEEEEH|§ 9584 [ 4 IFSMISEE § 10,H5%T 5 46556595T
Het Int=rst lroome H 3.73%.415 | & - H 5 {0,731 5 434180 5 19,41 4 5,145 4 (613, 5189 & (#0087 5 3,293,004
Margin 1.43%| 0.00%% 0.00% 1.75% 3. 5| 1.08% 0.27% 1.775%| 1.30%
12431710 to 5731411
Term Loars Lin=s Of Cradit
R I casomg
1231010 Tatel A3 2010 Het 123152010 GRAF|Cistamer Tarm Customer Loa n Hew (SIF) Custo mer Edstirg 581501 GARFP 2317011 Het SF31SD Toml
Besod et an E<posure fail Comm Eal Lears Growth Papdowrs Payoffs LOC A Cistomar Adw Frydowrs Chnrge Bl Al Comm Expos um
Volume= [GGF Bakro=) 5 1, /60,088,000 & G15, 165,02 § 1, 197.000,960 | & or Fo, o0 | 5 26,.81F .72 | & (96 J2,80) § (2fan s AL | & Yo dlLErl |5 70,/ B.000 & (Z5.097,06a)| & 1431670 G ooF.oa1, 4§ 1,747, 145,187
Hat |rb=pect oo me FE- R ) 'S_TEEE'EWLS_ENETI'S (1,154,408 & (B13,384) X REX S NESIM| S (517,715 & 36,979,191
Margin Z.59%) 7% AR 586 .7 1.31% Z59% 4% Z.E0%
Em nah= only Aotuelz
VYolumes (GLOF Bak o) S TI04EZA e & MEFETATH § 1100665 ER [0 BGOSR E0E § ZASME.TRE 0 (AR THE1E0) I (T4 A0EI) 5 TAILIM0 Y 16 EHEET 3 (B.ISLT| § (35NLEN| Y TIEEFIEE § WEIWN.A0 5 1EBeEENEE
Hat rb=p=t lroome H 35.992.7%8 | & 995,427 4 =4 5 (1,810 § (675,514 § 105,808 & 008 5 (1 M54 5 {727,808y & 33,204 438
Wargin .86 M5 2.0% I.5% .75 3.0k 3.4% 3.05%) IR
Capital Marksts Aotuals
VYolumes (GLOF Bak o) 5 HBWNL e § O IEIGEID 7 IN5EE.SR (5 0WIE 3 R (870,546 5 (4338.335)[ 5 4.0Ea2 § IiEF®E 3 (EF BN WIEAT Y AN FI O M.EE0H § 4R EReT
Hat rb=p=t lroome H 355,00 | 5 43,572 § %0m 5 425% § {1E5 7 8 130,267 & 615512 & (377,735 § 56,78 | § 3,645,750
Margin 1.3 1%| 3.99% 6635 0436 3.13%| 0.90% 11 1.3 7% 1.37%
Difference from 2011 to 2012
Tarm Lea e Lin=g Of Cracit
Hew (CIF) Edstira
Cistomar Tarm Customar Loa n He=w 1CIF) Custo mar Exztirg Hat fomil
Basod ation Total Exposure Het Bvall Comm GAAP Eal Lears Groweth P pdovers Poyoffs LG Ak Customer Adw Feydowrs Cha e Gan P Eal Comm Totnl Ecposum
Volum= (GLAF Fok mo=) 3 26,69L,.010) 3 FTROH T LIRSS v TEedH T A T (iEE AN 7 LHEET (T +7A0E 7 ToMIe 7 oo |7 ®m TS HENG,3E 5§ Lom ol g fLgob R 3
Hzt b= r=t lroome H (358078 & 1055 5 358 & 14553 & 09,115 | § 17206 & (308,967 & =L |5 221.M5 | & AEZ T
fargin 0.03%] 4.11% 0.0%%k 0. 5% 0.0 7| 0.7 -1.74% 0.10G 5| 0.01%
Emnahs oy Agtals
alum= o RL:R O3, it 0T, Ao, 1L, Bool% H LOET T & R o A T ) E O I R o By § cXom o 0 oI oo
Hzt b= r=t lroome H (EaT.E47) 5 TH4EH 0477 5 46,797 & 14E11 | & EEIZ 4 TIEEND & 457,772 | & 1,540,565 | & S40,718
fargin 0.03%) 0,07 00Tk 40,55 0.0%%) 0.1 0.38% 0178 0%
Copd tnl Markets Actunls
Yolum= (Gool Fok o) H (5,57%,108) & (SAIE 46 5 +,557.5% [ & (109,358 % (156,1837) & 774 5§ iE0#ET |5 I957.361 5 THIEED Y EIIW[ S 455,57 [ 5 441,360 5 (179057 & 5,149,303
Hzt b= r=t lroome 330,364 | & (43,57Z) & (9028 & (6 AT & FEIM | & EEM 4 (E0ER) 5 (ZRE.FEN| & {726,E0 5 (45, HE)
argin 0,17 2.5 +£.63% 0.80% 0.43%| 0.1%% -1.52% 035 09.17%




Financial: Margin Analysis by Market Segment

mm-mm:-m-mm- mm—m_m_m_m_m_mn—mm_mn_m_mm_mmn_

310 IO % a05+% 3moE JmE%

3.50%
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3.225%
- ‘ ‘ - A . . : an — +3 082%
3 00% / TraditionatAg
- e e . Sk =F orest
5 50% All Loans
=D 116%
e
—_— T Lifestyle
2.00%
==Farti
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- —
T 1.197%
== ifestyle
1.00%
0.50%
12/31/10 331111 63072011 9/30/2011 12/31/2011 3A/2012

Al Loans

-



Financial: Yield Analysis by Market Segment

7 CF 13 :ax sm% s m% saT% 2aT% :azx 5.m% ras 5.2% sm% sma% sar% :atx. ar% 2% 2aT%
Fond 5 ax sm% 5% % sm% ET.E s0T% 5% L% 5 ™ 5% sm% 1A% 5.12% 5% % s0T% 504%
Pak LEL I% LY =% 2.08% 227% 22w% am% 2m% LELY IM% 23r% 2Ia% I% g.9% 2.10% 204% 20T%
Limalyim a01% om% BE% a0l % BO% LL1 BOm% 0m% 5 H% EELT 2% 5m% 230% 23r% am% 2% FRL a.0%
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Risk Category

Dashboard

Metric

Acceptable Range

Range of Good

Actual

Risk Outlook

Credit Quality

% Acceptable & OAEM

Performance

90% - 92% 92% - 98% 94% Stable
Growth in Loan Volume ADB Loan Growth 4% - 11% 5% -10% 5% Decreasing
Efficiency Ratio (Non Int Exp) / (NIl + Non Int Inc) 40% - 45% 35% -45% 44% Increasing
Capacity Adverse Assets/ Risk Funds 45.00% - 50.00% 20.00% - 45.00% 40% Decreasing
Concentrations | "mdustry Concentration (Dairy) to | g, 440 - 200.00% | 100.00% - 180.00% | 185% Increasing
Risk Funds
Earnings Return on Assets 1.5% - 2% 2% -2.5% 2.7% Stable
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12.
13.
14,
15,
16.
17,

Action or Contingency Plans

Limit loans to new borrowers of risk rating 7 or better

Enhance pricing to risk and limit terms on large revolving lines of credit

Exit deteriorating marginally acceptable accounts when possible, particularly in Capital
Markets

Limit delegation of authority on underwriting and pricing exceptions

Maintain adequate loan servicing plans and follow on existing higher risk loans
Increase use of government guarantees

Reduce patronage and the revolving of allocated equities

Limit growth to maintain an adequate level of capital in accordance with capital adequacy
plan

Sell portfolio of weaker loans if discount is acceptable

. Become more aggressive in working out of adverse loans (e.g., consider troubled debt

restructurings or economic concessions if refinanced by another lender)
Reduce or eliminate patronage and defer revolving allocated equity

Allow overall loan volume to run off

Exercise option to securitize Farmer Mac loans and sell

Expand Special Assets staff and shift all adverse loans to them for servicing
Sell government guaranteed loans to improve liquidity and earnings
Increase customer stock requirements

Merge with a strong association.
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Allyn L. Lamb
allynlamb@agmail.com

Farm Credit East
240 South Road
Enfield, CT 06082

AgChoice Farm Credit

900 Bent Creek Blvd.
Mechanicsburg, PA 17050
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