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High Plains Farm Credit, ACA

Valuation Techniques

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

Assets Held in Non-Qualified Benefits Trusts

Assets held in trust funds related to deferred compensation and supplemental retirement plans are classified within
Level 1. The trust funds include investments that are actively traded and have quoted net asset values that are
observable in the marketplace.

Loans

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

NOTE 16 — DISCLOSURES ABOUT FAIR VALUE OF FINANCIAL INSTRUMENTS

The following table presents the carrying amounts and fair values of the Association’s financial instruments at
December 31. Quoted market prices are generally not available for certain financial instruments, as described below.
Accordingly, fair values are based on judgments regarding anticipated cash flows, future expected loss experience,
current economic conditions, risk characteristics of various financial instruments, and other factors. These estimates
involve uncertainties and matters of judgment, and therefore cannot be determined with precision. Changes in
assumptions could significantly affect the estimates.

The estimated fair values of the Association’s financial instruments follow.

December 31

2010 2009 2008
Carrying Fair Carrying Fair Carrying Fair
Amount Value Amount Value Amount Value
Financial assets:
Loans, dealer notes and notes
receivable, net $ 445241  $ 449,457 | $ 398,862 $ 401,296 | $ 358,210 $ 366,344
Cash $ 2147 $ 2147 |$ 3421 $ 3421 |$ 1995 $ 1,995
Investment in AgBank $ 11,767 $ 11,767 | $ 10,194 $ 10,194 | $ 8,677 $ 8,677
Assets held in nonqualified
benefits trusts $ 100 $ 100 | $ 93 $ 93 | $ 94 $ 94
Financial liabilities:
Note payable to AgBank $ 389,559 $ 393,733 | $ 349,315 $ 353,652 | $ 308,952 $ 317,449
Advance conditional payments $ 4204 $ 4204 | $ 2612 $ 2612 | $ 2352 $ 2,352
Commitments to extend credit $ - $ - 1% - % NA | $ - $ NA
Standby letters of credit $ - $ 9 1% - $ NA | $ - $ NA

NA — Not available

A description of the methods and assumptions used to estimate the fair value of each class of the Association’s
financial instruments for which it is practicable to estimate the value follows.

A. Loans, dealer notes and notes receivable: Because no active market exists for the Association’s loans, fair
value is estimated by discounting the expected future cash flows using the Association’s current interest
rates at which similar loans would be made to borrowers with similar credit risk. Since the discount rates are
based on the Association’s loan rates as well as management estimates, management has no basis to
determine whether the fair values presented would be indicative of the value negotiated in an actual sale.
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2008
First Second Third Fourth Total
Net interest income $ 2,124 $ 2,124 $ 2,074 $ 2,098 $ 8,420
Provision for loan losses/(Loan loss reversal) 13 (16) 3 (31) (37)
Noninterest expense, net 491 468 462 1,132 2,553
Net income $ 1,620 $ 1,672 $ 1,615 $ 997 $ 5,904

NOTE 18 — SUBSEQUENT EVENTS

The Association has evaluated subsequent events through March 16, 2011, which is the date the financial statements

were issued, and no material subsequent events were identified.
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Report of Independent Auditors

To the Board of Directors and Shareholders of
High Plains Farm Credit, ACA:

In our opinion, the accompanying consolidated statements of condition and the related consolidated statements of
income, of changes in shareholders’ equity, and of cash flows present fairly, in all material respects, the financial
position of High Plains Farm Credit, ACA and subsidiaries (the Association) at December 31, 2010, 2009 and 2008,
and the results of its operations and its cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America. These financial statements are the responsibility of the
Association’s management. Our responsibility is to express an opinion on these financial statements based on our
audits. We conducted our audits of these statements in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes examining, on
a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting
principles used and significant estimates made by management, and evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

Fttnc it (b (L

March 16, 2011

PricewaterhouseCoopers LLP, 1100 Walnut Suite 1300 Kansas City MO 64106
T: (816) 472 7921, F (813) 329 7730, www.pwc.com/us
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DiscLosure INFoOrMATION REQUIRED BY

FarM CrepiT AbMiNISTRATION REGULATIONS

(Amounts in Whole Dollars)

DESCRIPTION OF BUSINESS

The description of the territory served, persons eligible to borrow, types of lending activities engaged in and financial
services offered, and related Farm Credit organizations required to be disclosed in this section is incorporated herein
by reference from Note 1 to the financial statements, “Organization and Operations,” included in this annual report to
shareholders.

The description of significant developments that had or could have a material impact on earnings or interest rates to
borrowers, acquisitions or dispositions of material assets, material changes in the manner of conducting the business,
seasonal characteristics, and concentrations of assets, if any, required to be disclosed in this section, is incorporated
herein by reference from “Management’s Discussion and Analysis” (MD&A) included in this annual report to
shareholders.

DESCRIPTION OF PROPERTY
The following table sets forth certain information regarding the properties of the Association:

Location Description Form of Ownership
&é())/g\/}ir;i;t;eet Office Building & Lot Owned
gm“';ssbtlﬁgt Kansas Office Building & Lot Owned
é?gtt’,\liasnt;i Road 61 Office Building & Lot Owned
éi?iz 5 .Ccié;,mKa;ncsh;s Office Building & Lot Owned
Eg?nf'\eﬂda?irl](ansas Office Building & Lot Owned

LEGAL PROCEEDINGS AND ENFORCEMENT ACTIONS

Information required to be disclosed in this section is incorporated herein by reference from Note 13 to the financial
statements, “Regulatory Enforcement Matters,” and Note 14 to the financial statements, “Commitments and
Contingencies,” included in this annual report to shareholders.

DESCRIPTION OF CAPITAL STRUCTURE

Information required to be disclosed in this section is incorporated herein by reference from Note 8 to the financial
statements, “Shareholders’ Equity,” included in this annual report to shareholders.

DESCRIPTION OF LIABILITIES

The description of debt outstanding required to be disclosed in this section is incorporated herein by reference from
Note 7 to the financial statements, “Note Payable to AgBank,” included in this annual report to shareholders.

The description of advance conditional payments is incorporated herein by reference to Note 2 to the financial
statements, “Summary of Significant Accounting Policies,” to the financial statements, included in this annual report to
shareholders.

The description of contingent liabilities required to be disclosed in this section is incorporated herein by reference
from Note 14 included in this annual report to shareholders.

SELECTED FINANCIAL DATA

The selected financial data for the five years ended December 31, 2010, required to be disclosed in this section is
incorporated herein by reference from the “Five-Year Summary of Selected Consolidated Financial Data,” included in
this annual report to shareholders.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

“Management’s Discussion and Analysis,” which appears within this annual report to shareholders and is required to
be disclosed in this section, is incorporated herein by reference.

DIRECTORS AND SENIOR OFFICERS

The following represents certain information regarding the directors and senior officers of the Association.

DIRECTORS
Alan Hoffman

Danny Koehn

Ron L. Bach

Tim Benoit

Craig Gebhard

Jon Herrmann

Ron Koelsch

Monte Thom

Ronald Tittel

SENIOR OFFICERS
Douglas L. Thurman

James R. Dibble

Roger Vanlandingham

William Hammitt

Caroline Phelps

Chairman. Three-year term expires in 2013. Mr. Hoffman has a cow/calf operation and
crops consisting of wheat, alfalfa, sorghum and corn. He is a stockholder of Hoffman
Ranches, Inc., a farming corporation. He is also a partner in Reif Drilling Co., an oll
exploration company.

Vice-Chairman. Three-year term expires in 2012. Mr. Koehn has a farming and cattle
operation.

Director. Three-year term expires in 2013. Mr. Bach has a farming and ranching
operation consisting of wheat, milo and cattle.

Director. Three-year term expires in 2011. Mr. Benoit has a diversified farm, consisting of
dry land crops and a cow/calf operation. He is a board member and has a financial
interest in Damar Community Association, a local café.

Director. Three-year term expires in 2013. Mr. Gebhard is engaged full-time in a
diversified farming/livestock operation. He is a partner and serves as president in
Gebhard Farms, Inc., a farming corporation.

Director. Three-year term expires in 2012. Mr. Herrmann’s farming operation consists of
dry land milo, wheat and alfalfa and a cow-calf herd.

Appointed Director. Three-year term expires in 2012. Mr. Koelsch is engaged in farming
irrigated and dry land acres of corn, milo, soybeans and wheat.

Director. Three-year term expires in 2011. Mr. Thom is engaged in a full-time, diversified
farming operation including both irrigated and dry land farming. Crops grown include
cotton, corn and wheat. He is a partner and owns controlling interest in Thom Land and
Cattle, Inc., a stocker cattle enterprise and serves as president.

Director. Three-year term expires in 2012. Mr. Tittel is engaged in a diversified farming
operation. He is a trustee for the Lincoln Township.

President. Mr. Thurman has 26 years of Farm Credit experience. He has been with the
Association since 1999 and has served as President since August 2000. He serves on

the AgVantis, Inc. Board of Directors. Mr. Thurman is president and owner of Thurman

Family Farms, Inc., a farming corporation.

Senior Vice President. Mr. Dibble has been with the Farm Credit System for the past 38
years. Jim has been with the Association since 1988 and has served in his current
position since August 2000.

Senior Vice President. Mr. Vanlandingham has been with the Farm Credit System for the
past 26 years. Roger has been with the Association and served in this position since
August 2000.

Senior Vice President. Mr. Hammitt has been with the Farm Credit System for the past 39
years. Bill has been with the Association and served in this position since April 2003.

Vice President/Chief Financial Officer. Mrs. Phelps has been with the Farm Credit System

for the past 28 years. Caroline has been with the Association and served in her current
position since May 2004.
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COMPENSATION OF DIRECTORS AND SENIOR OFFICERS

Directors of the Association were compensated for services on a per diem basis at the rate of $425 per day, and were
reimbursed mileage at the rate of $0.50 cents per mile during 2010 while on official business. The Compensation
Committee meetings were held in conjunction with the regular board meetings, so no additional compensation was
paid to the directors for these meetings.

Additional information for each director is provided below:

Number of Days Served at Compensation for Total
Other Compensation
Board Official Board Audit Scholarship Paid During

Name Meetings Activities Meetings Committee Committee 2010
Alan Hoffman 12 7 $ 8,075 $ 1,225 $ - $ 9,300
Danny Koehn 12 3 6,375 - - 6,375
Ron L. Bach 12 18 12,750 1,425 50 14,225
Tim Benoit 12 13 10,625 - - 10,625
Craig Gebhard 12 12 10,200 1,425 - 11,625
Jon Herrmann 12 4 6,800 - - 6,800
Ron Koelsch 11 9 8,500 1,225 - 9,725
Monte Thom 12 5 7,225 - - 7,225
Ronald Tittel 12 6 7,650 — — 7,650
Total Compensation $ 78,200 $ 5,300 $ 50 $ 83,550

Directors and senior officers are reimbursed for travel, subsistence and other expenses related to Association
business according to Association policy. A copy of this policy is available to shareholders upon request. Aggregate
reimbursements to directors for travel, subsistence and other related expenses were $70,768 in 2010, $57,601 in
2009 and $75,486 in 2008. Non-cash compensation paid to directors as a group during 2010 was less than $1,500.

Information on the President’s and senior officer compensation is provided below. The President's compensation is
not included in the officer compensation.

Annual
Long-term
President Year Salary Incentive Plan Incentive Other* Total
Douglas L. Thurman 2010 $ 208,520 $ 31,278 $ 79,181 $ 3,856 $ 322,835
Douglas L. Thurman 2009 $ 200,500 $ 30,075 $ 82,661 $ 3,654 $ 316,890
Douglas L. Thurman 2008 $ 190,940 $ 28,641 $ 75,641 $ 3,480 $ 298,702
Annual
Aggregate Number Long-term
of Officers Year Salary Incentive Plan Incentive Other* Total
6 2010 $ 692,500 $ 92,575 $ 149,991 $ 11,221 $ 946,287
5 2009 $ 596,000 $ 76,150 $ 129,701 $ 5,898 $ 807,749
5 2008 $ 566,000 $ 101,021 $ 119,375 $ 5,857 $ 792,253

* Other represents annual leave payout.

In addition to base salary, employees can earn additional compensation under annual incentive plans which are tied
to the overall business performance and the individual’s rating. The incentive plans are based on a fiscal year and
are designed to motivate employees to exceed financial and credit quality performance targets approved by the
Board of Directors. These targets typically include return on assets, credit quality, credit administration, loan volume,
nonaccrual loan volume, cost of operations, permanent capital and other key ratios.

The Association also provides designated plans designed for long-term retention of key employees who directly
impact the long term performance of the Association. These plans are based on fiscal year targets established by the
Board of Directors with payouts in the future, usually three or five years. Targets include loan volume, core earnings,
credit administration, and credit quality. The payouts are reflected in the annual incentive amounts above.

Certain officers are covered by an incentive plan with payments being made to reward new loan volume, volume

retention and meeting established targets. Incentive payments are included in the annual incentive amounts above.
Incentive payments are shown in the year paid.
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Disclosure of information on the total compensation paid during the last fiscal year to any senior officer, or to any
other officer included in the aggregate, is available to shareholders upon request.

TRANSACTIONS WITH SENIOR OFFICERS AND DIRECTORS

The Association’s policies on loans to and transactions with its officers and directors, required to be disclosed in this
section are incorporated herein by reference from Note 12 to the financial statements, “Related Party Transactions,”
included in this annual report to shareholders.

INVOLVEMENT OF SENIOR OFFICERS AND DIRECTORS IN CERTAIN LEGAL PROCEEDINGS

There were no matters which came to the attention of management or the Board of Directors regarding involvement
of senior officers or current directors in specified legal proceedings which are required to be disclosed in this section.

BORROWER PRIVACY STATEMENT

Since 1972, Farm Credit Administration (FCA) regulations have forbidden the directors and employees of Farm Credit
institutions from disclosing personal borrower information to others without borrower consent. The Association does
not sell or trade customers’ personal information to marketing companies or information brokers. Additional
information regarding FCA rules governing the disclosure of customer information can be obtained by contacting the
Assaociation.

RELATIONSHIP WITH U.S. AGBANK, FCB (AGBANK)
The Association is materially affected by AgBank’s financial condition and results of operations.

The Association’s statutory obligation to borrow from AgBank is discussed in Note 7. Financial assistance
agreements between the Association and AgBank are discussed in Note 8. Association requirement to invest in
AgBank and AgBank’s ability to access capital of the Association is discussed in Note 4 to the financial statements,
“Investment in AgBank.” AgBank’s role in mitigating the Association’s exposure to interest rate risk is discussed in
the MD&A section — Liquidity.

AgBank is required to distribute its Annual Report to shareholders of the Association if a “significant event,” as
defined by FCA regulations occurs.

RELATIONSHIP WITH INDEPENDENT AUDITORS

There were no changes in independent auditors since the prior annual report to shareholders and there were no
material disagreements with our independent auditors on any matter of accounting principles or financial statement
disclosure during this period.

FINANCIAL STATEMENTS

The financial statements, together with the report thereon of PricewaterhouseCoopers LLp dated March 16, 2011, and
the Report of Management, appearing as part of this annual report to shareholders, are incorporated herein by
reference.

AGBANK ANNUAL AND QUARTERLY REPORTS TO SHAREHOLDERS

The shareholders’ investment in the Association is materially affected by the financial condition and results of
operations of AgBank. Consequently, the Association’s annual and quarterly reports should be read in conjunction
with AgBank’s Annual and Quarterly Reports to Shareholders. Quarterly reports are available approximately 40 days
after the calendar quarter end and annual reports are available approximately 75 days after the calendar year end. A
copy of these reports may be obtained free upon request from the Association. The Association is located at 605
Main, Larned, Kansas 67550-0067, or may be contacted by calling (620) 285-6978. The reports may also be
obtained free of charge by visiting AgBank’s website at www.usagbank.com.
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