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WHICH HAS RESULTED IN MORE THAN

OF INVESTMENTS IN RURAL AMERICA.

WHO WE ARE

Farmer Mac is the premier secondary market for U.S.
agricultural credit and has been a champion for and
an integral part of this nation’s rural economy for
over 30 years. Guided by our mission—to help build
a strong and vital rural America by increasing the
availability and affordability of credit for the benefit
of American agriculture and rural communities—we

provide lenders access to flexible, low-cost financing
and effective risk management tools to help their
farm, ranch, and rural utilities customers.
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Board Chair
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President and
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Over the course of 2019, Farmer
Mac engaged in an extensive
process to sharpen our
organization’s Strategic Plan

to enhance our core lines of
business and better serve our
mission. The process was an
iterative and research-intensive
effort that involved Farmer Mac’s
management team, board of
directors, and employee base, as
well as input from Farmer Mac’s
customers. While | am excited to
share how the early outputs of this
work directly tied into our financial
success in 2019, the unforeseen
challenges presented beginning in
March 2020 will require Farmer Mac
to respond dynamically and stand
committed to support rural America.

Farmer Mac was chartered by
Congress in response to the
national farm crisis of the 1980s

Farmers
& Ranchers

to provide a secondary market for
rural lenders to help increase the
availability and affordability of
credit in rural America through
our access to low cost of funds
and our impressive operating
efficiency. Farmer Mac is intended
to be a resource for financial
institutions serving rural America,
and this is especially true during
times of economic pressure and
uncertainity. No matter what
challenges agricultural and rural
communities face, Farmer Mac
has shown itself to be a durable
and vibrant part of the agricultural
economy, and we are committed
to being a trusted partner to rural
America. We will continue to deliver
on our mission by demonstrating
the value of our products and
solutions to our current and
prospective customers.
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LETTER FROM OUR CEO

2019 FINANCIAL RESULTS
Farmer Mac’s consistent year-
over-year financial performance
and our access to the capital
markets are critical to our ability
to fully execute upon our mission.
We believe that our strong 2019
financial results are a direct result
of aligning our efforts with our
multi-year Strategic Plan as we
increase our dedication to a
customer-focused business model
that is more adaptive and flexible
in meeting our customers’ needs
and ultimately fulfilling our mission.
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For 2019, Farmer Mac produced
net revenues of $191.7 million
and non-GAAP core earnings of
$93.7 million, a 12% increase
from $84.0 million in 2018.

We added $1.4 billion of net new
business volume during the year,
bringing our total outstanding
business volume to a record
$21.1 billion at the end of 2019.

12.6%
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This increased volume was primarily
driven by our foundational Farm &
Ranch and Rural Utilities lines of
business and generated 12% growth
in non-GAAP net effective spread
to $168.6 million while keeping net
effective spread stable year-over-
year in percentage terms at 0.91%.

The accelerated growth in 2019
business volume can be traced to
key structural changes that better
align our organizational structure
with our Strategic Plan. Specifically,
the creation of the Chief Business
Officer and Senior Vice President

CAPITAL ($ IN mILLIONS)

2018 2019
(RS OF DECEMBER 31)

=== TIER 1 CAPITAL RATIO

* Core earnings is a non-GAAP measure. For more information, please refer to “Management’s Discussion and Analysis of Financial Condition and Results of Operations.”
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of Rural Infrastructure positions

in early 2019 were intended to
identify key business development
leads for our agribusiness and
rural utilities customers. In turn,
this allowed us to develop a more
dynamic and responsive approach
to customers across all four lines
of our business. These structural

changes were done with an eye

12.9%

TIER 1 CAPITAL RATIO
(AS OF DECEMBER 31, 2019)

toward building and maintaining
strong relationships with our
customers and, ultimately,
identifying and developing the
products and solutions that fit our
customers’ needs as they adjust
to changing market conditions.

We enhanced our capital position
in May 2019 through the issuance
of $100 million of non-cumulative
perpetual Series D preferred stock.
We used this as an opportunity

to redeem $75 million of the
outstanding non-cumulative
Series B preferred stock and to

strengthen our Tier 1 capital position
by a net $25 million. The issuance
and redemption effectively
demonstrated our strong market
access for low cost preferred
stock capital and further enhanced
Farmer Mac’s strong capital base.
Looking ahead as we navigate the
ongoing market volatility, we remain
focused on preserving our strong
access to the capital markets in
order to continue to provide capital
to rural Americans during these
challenging times.
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NET NEW FARM &

RANCH LOAN PURCHASES ($ IN miLLIONS)
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INVESTING IN OUR MISSION
In our annual report last year,
we discussed how we were
challenging ourselves to find
innovative ways to fulfill our
mission. This required working
hand-in-hand with our board of
directors to develop a Strategic
Plan that is consistent with

our mission and our charter.
Our mission and charter provide
focus on the agricultural credit
and rural utilities markets,
which enables Farmer Mac

to offer unrivaled specialization
and expertise.
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RURAL UTILITIES OUTSTANDING
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INCREASE IN NET FARM &
RANCH LOAN PURCHASES
IN 4Q19 COMPARED TO 4Q18

We spent the first half of 2019
identifying specific multi-year
growth objectives and spent the
latter half of the year discussing
strategic execution. The initiatives
outlined in this strategy
encompassed an increased focus
on customer service, loan process
improvements, and identification
of untapped markets and asset
classes for our foundational

BUSINESS VOLUME (s N BiLLIONS)

$2.3

2018
(AS OF DECEMBER 31)

2019

products, with an enhanced focus
on our mission. The successful
early implementation of our
efforts is partly demonstrated in
fourth quarter 2019 results within
our Farm & Ranch line of
business, as we had record

net new Farm & Ranch loan
purchases of $439.6 million
during the quarter.

Our Rural Utilities line of business
experienced similar strength in
2019, as our portfolio of rural
utilities loans increased 78%

to $1.7 billion in 2019 from

$0.9 billion in 2018. This was



primarily due to the purchase of
$546 million of seasoned rural
utilities loan participations in first
quarter 2019 from CoBank, a
leading Farm Credit System bank
that previously had never worked
with Farmer Mac. Also noteworthy
was Farmer Mac’s participation

in two solar projects in rural
California in fourth quarter

2019 - our first endeavor in

the renewable energy market.
The significant volume growth
and diversified product mix in

the Rural Utilities line of business
exemplify our ability to be
innovative in acquiring new

43%

YEAR-OVER-YEAR INCREASE IN
OUTSTANDING RURAL UTILITIES

BUSINESS VOLUME

customers and in developing
new products in an increasingly
competitive industry.

We continue to focus our efforts
and make investments in our
business infrastructure to become
more efficient. In early 2019,

we launched AgXpress, a new
scorecard model for our Farm &
Ranch loan purchase solution that
allows for faster-than-ever loan

LETTER FROM OUR CEO

|

submissions and decisioning. This
fledgling program leverages data
analytics for decision making and
has already come to represent
30% of loans submitted for
purchase under the Farm & Ranch
line of business. In 2020, we will
continue to make infrastructure
and IT enhancements that will

not only benefit our customers

by making Farmer Mac more
efficient, effective, and easier

to work with, but which will also
codify our internal processes and
systems footprint to become more
lean and agile.
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LETTER FROM OUR CEO
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GROWTH AND OUTLOOK

As we progress through 2020,

we continue to focus on the
implementation of our Strategic
Plan by keeping our mission,
customers, and execution efficiency
at the forefront of our minds even
through these times of uncertainty.
Our Farm & Ranch and Rural
Utilities lines of business are
foundational to our business
model. Throughout 2020, we will
continue to build upon our 2019
successes of enhancing customer
experience, developing retention
strategies, creating efficiencies,
and expanding products through
innovation. As we work to enhance
our branding, it is important that
Farmer Mac remains diligent and
strategic in building relationships
with different industry stakeholders.
In conjunction with our Strategic
Plan, we are working to develop
and execute upon a tiered
complementary political strategy
and overall communications strategy.
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At the beginning of 2020, Farmer
Mac hired a new Chief Financial
Officer, Aparna Ramesh, whose
focus for this year is to explore
methods to better align our funding
practices and our disciplined asset
liability management approach
with our sharper product mix and
to use our competitive funding
advantage to provide assistance
to rural America during these times
of uncertainty. We have been
exploring long-term funding
opportunities in the capital markets
and successfully issued our first
25-year bond in 2019 and more
recently issued a 30-year bond.
Looking ahead, we want to build
upon those successes and continue
to explore ways to diversify our
funding while capitalizing on our
funding advantage to help support
and enhance our ability to fulfill
our mission.

Our earnings potential, combined
with a strong capital base, resulted
in a 14% increase in our quarterly

Farmer Mac’s long-term success depends
on our ability to execute upon our mission
and drive continued shareholder value.

common stock dividend to $0.80
per share beginning in first quarter
2020. This marks the ninth
consecutive year Farmer Mac

has increased its quarterly
dividend and is in line with our
stated dividend payout policy of
~35% of core earnings. We believe
that this most recent increase
aligns us squarely with providing
higher returns to shareholders
while allowing us to fund our
long-term strategic initiatives and
retain sufficient capital to maintain
our safety and soundness.

In 2019, we laid the foundation
for our road ahead as we continue
to focus on the execution of our
Strategic Plan and support rural
America through our core
business lines, new products
and services, improvements

in customer service, continued
operational efficiency, and
deepened commitments to

our customers and mission.
Even during these times of



UARTERLY COMMON STOCK DIVIDENDS
?$ PER SHARE PER QUARTER) SO. 70 S 0.8 0

INCREASED TARGET PAYOUT
$.90 RATIO OF CORE EARNINGS TO ~35%

14% INCREASE YEAR OVER YEAR

S50 $0.80

©80.26

.60
& INITIATED NEW DIVIDEND POLICY:

TARGET ~30% PAYOUT RATIO
$.50 OF CORE EARNINGS

$0.70

$40
o $0.26

2016 2017 2018 2019 2020

uncertainty, it is imperative encouraged by the early successes expansive swath of rural
that we continue to execute of the strategic initiatives that are  Americans — all while continuing
upon our strategic priorities currently underway. Even during to deliver shareholder value.
and are dynamic and flexible times of difficulty, we believe that
in supporting our customers Farmer Mac can provide more Sincerely,
and rural America as necessary. liquidity and capital, create a
better customer experience,
The leadership team is very develop more opportunities for
proud of our 2019 results and employees, and serve a more BRADFORD T. NORDHOLM
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MESSAGE FROM OUR CHAIR

LAJUANA S. WILCHER
Board Chair
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It is a privilege to be part of the
Farmer Mac team and to contribute
to this annual report as Board Chair.
| am passionate about Farmer Mac’s
mission of supporting farmers,
ranchers, and rural communities
by providing the best service to
our customers — the lending
institutions and entities that offer
them credit at affordable rates.

Farmer Mac delivered record
results in 2019. The entire team
is to be congratulated for focusing
on fulfilling Farmer Mac’s mission,
providing value to stakeholders,
and looking to the future. Toward
that end, Brad has led the company’s
work to broaden business
opportunities, deepen existing
programs and relationships, and
invest in infrastructure and
technology to become even more
efficient and scalable. In the end,
all of these efforts are about service.
Service breeds success, and we
are mindful that our success is
critical to rural communities
throughout the country.

In 2019, agricultural producers and
rural communities faced many
headwinds, including market price
volatility, supply chain disruptions,
global trade uncertainties, and a
changing climate. Throughout these

challenges, Farmer Mac never lost

sight of its purpose to support
rural communities when they
needed it most.

Nor will we lose sight of our purpose
as we, like the rest of the world,
face those and new challenges in
2020. We will continue to support
our nation’s hard-working farmers
and ranchers and continue to
enable rural communities to thrive
by serving our many valued
customers who lend directly to
rural America. We will explore new
opportunities in corporate
citizenship and social responsibility
and share more information about
the good work that we do.

In closing, | want to thank Lowell
Junkins, long-time Board member
and Chair for over a decade, whose
ongoing service as Vice Chair has
ensured that the Board has continuity
and that | have the benefit of his
experience and insights. | am
looking forward to working with
him, the rest of the Board, and all
of the Farmer Mac family in 2020.

Sincerely,

%@W/M 5 MMehec

LAJUANA S. WILCHER
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FORWARD-LOOKING STATEMENTS
In this report, the words "Farmer Mac," "we," "our," and "us" refer to the Federal Agricultural Mortgage
Corporation unless otherwise stated or unless the context otherwise requires.

Some statements made in this report, such as in the "Management's Discussion & Analysis of Financial
Condition and Results of Operations" section, are "forward-looking statements" under the Private
Securities Litigation Reform Act of 1995 about management's current expectations for Farmer Mac's
future financial results, business prospects, and business developments. Forward-looking statements
include, without limitation, any statement that may predict, forecast, indicate, or imply future results,
performance, or achievements. These statements typically include terms such as "anticipates," "believes,"
"expects," "intends," "plans," "potential," "may," "could," "should," and similar phrases. This report

includes forward-looking statements addressing Farmer Mac's:

» prospects for earnings;

» prospects for growth in business volume;

* trends in net interest income and net effective spread;

« trends in portfolio credit quality, delinquencies, substandard assets, credit losses, and
provisions for losses;

* trends in expenses;

e trends in investment securities;

» prospects for asset impairments and allowance for losses;

* changes in capital position;

» future dividend payments; and

» other business and financial matters.



Management's expectations for Farmer Mac's future necessarily involve assumptions, estimates, and the
evaluation of risks and uncertainties. Various factors or events, both known and unknown, could cause
Farmer Mac's actual results to differ materially from the expectations as expressed or implied by the
forward-looking statements, including the factors discussed under "Risk Factors" in Part I, Item 1A of this
Annual Report on Form 10-K for the fiscal year ended December 31, 2019, and uncertainties about:

 the availability to Farmer Mac of debt and equity financing and, if available, the
reasonableness of rates and terms;

+ legislative or regulatory developments that could affect Farmer Mac, its sources of business, or
the agricultural or rural utilities industries;

» fluctuations in the fair value of assets held by Farmer Mac and its subsidiaries;

» the level of lender interest in Farmer Mac's products and the secondary market provided by
Farmer Mac;

» the general rate of growth in agricultural mortgage and rural utilities indebtedness;

 the effect of economic conditions and geopolitics on agricultural mortgage or rural utilities
lending, borrower repayment capacity, or collateral values, including fluctuations in interest
rates, changes in U.S. trade policies, fluctuations in export demand for U.S. agricultural
products, and volatility in commodity prices;

» the degree to which Farmer Mac is exposed to interest rate risk resulting from fluctuations in
Farmer Mac's borrowing costs relative to market indexes;

* developments in the financial markets, including possible investor, analyst, and rating agency
reactions to events involving government-sponsored enterprises, including Farmer Mac;

» the effect of any changes in Farmer Mac's executive leadership; and

+ other factors that could have a negative effect on agricultural mortgage lending or borrower
repayment capacity, including the effects of weather and fluctuations in agricultural real estate
values.

Considering these potential risks and uncertainties, no undue reliance should be placed on any forward-
looking statements expressed in this report. Farmer Mac undertakes no obligation to release publicly the
results of revisions to any forward-looking statements to reflect new information or any future events or
circumstances, except as otherwise required by applicable law. The information in this report is not
necessarily indicative of future results.

PART I

Item 1. Business
GENERAL

Farmer Mac is a stockholder-owned, federally chartered corporation that combines private capital and
public sponsorship to serve a public purpose. Congress has charged Farmer Mac with the mission of
providing a secondary market for a variety of loans made to borrowers in rural America. A secondary
market is an economic arrangement in which the owners of financial assets, such as the originators of
loans, may sell all or part of those assets or pay a fee to offset some or all of the inherent risks of holding
the assets. Farmer Mac's secondary market activities include:



* purchasing eligible loans (including participations in eligible loans) directly from lenders;

» purchasing general obligation securities that are issued by lenders and guaranteed by Farmer Mac
and that are secured by eligible loans, which Farmer Mac refers to as "AgVantage," a registered
trademark of Farmer Mac;

* issuing securities guaranteed by Farmer Mac that represent interests in, or obligations secured by,
pools of eligible loans (together with AgVantage, these securities are referred to as "Farmer Mac
Guaranteed Securities"); and

» providing long-term standby purchase commitments ("LTSPCs") for eligible loans.

Farmer Mac Guaranteed Securities may be retained by the seller of the underlying loans, retained by
Farmer Mac, or sold to third-party investors.

Farmer Mac was established under federal legislation first enacted in 1988 and amended most recently in
2018 — Title VIII of the Farm Credit Act of 1971 (12 U.S.C. §§ 2279aa et seq.), which is referred to as
Farmer Mac's charter. Farmer Mac is a government-sponsored enterprise ("GSE") by virtue of the status
conferred by its charter. The charter provides that Farmer Mac has the power to establish, acquire, and
maintain affiliates under applicable state law to carry out any activities that Farmer Mac otherwise would
perform directly. Farmer Mac established its two existing subsidiaries — Farmer Mac II LLC and Farmer
Mac Mortgage Securities Corporation — under that power.

Farmer Mac is an institution of the Farm Credit System ("FCS"), which is composed of the banks,
associations, and related entities, including Farmer Mac and its subsidiaries, regulated by the Farm Credit
Administration ("FCA"), an independent agency in the executive branch of the United States

government. Although Farmer Mac is an institution of the FCS, it is not liable for any debt or obligation
of any other institution of the FCS. None of FCA, the FCS, or any other individual institution of the FCS
is liable for any debt or obligation of Farmer Mac or its subsidiaries. The debts and obligations of Farmer
Mac and its subsidiaries are not guaranteed by the full faith and credit of the United States.

Farmer Mac's two main sources of revenue are:

» interest income earned on assets held on balance sheet, net of related funding costs and interest
payments and receipts on financial derivatives; and
» guarantee and commitment fees received for outstanding guaranteed securities and LTSPCs.

Farmer Mac funds its purchases of eligible loans and securities primarily by issuing debt obligations of
various maturities in the public capital markets. Farmer Mac also uses the proceeds of debt issuance to
fund liquidity investments that must comply with policies adopted by Farmer Mac's board of directors and
with FCA regulations, which establish limitations on asset class, dollar amount, issuer concentration, and
credit quality. Those regulations can be found at 12 C.F.R. §§ 652.1-652.45 ("Liquidity and Investment
Regulations"). Farmer Mac's regular debt issuance supports its access to the capital markets, and Farmer
Mac's liquidity investments provide an alternative source of funds should market conditions become
unfavorable. As of December 31, 2019, Farmer Mac had $2.2 billion of discount notes and $16.9 billion
of medium-term notes outstanding. For more information about Farmer Mac's eligible loans, securities,
and liquidity investments, as well as its financial performance and sources of capital and liquidity, see
"Management's Discussion and Analysis of Financial Condition and Results of Operations." For more
information about Farmer Mac's debt issuance, see "Business—Financing—Debt Issuance."



Secondary Market

Farmer Mac's activities are intended to provide lenders with an efficient and competitive secondary market
that enhances these lenders' ability to offer competitively-priced financing solutions to borrowers. This
secondary market is designed to increase the availability of credit at competitive interest rates to America's
rural communities and agricultural sectors, as well as to provide borrowers with the benefits of capital
markets pricing and product innovation. The secondary market provided by Farmer Mac functions as a
bridge between the national capital markets and the agricultural and rural credit markets by attracting new
capital sources for financing rural America and agricultural borrowers.

Farmer Mac's purchases of loans and securities and its sale of guaranteed securities to investors increase
lenders' liquidity and lending capacity and provide a stable source of funding for lenders that extend credit
to the agricultural and rural credit markets. Farmer Mac's issuance of LTSPCs for loans held by lenders
and its issuance of guaranteed securities to lenders in exchange for the related securitized loans could
result in lower regulatory capital requirements and reduced borrower or commodity concentration
exposure for many lenders, thereby expanding their lending capacity. Through providing efficient and
competitive financing solutions, Farmer Mac has the potential to increase lending flexibility for rural
credit markets, which may result in lower interest rates paid on loans made by lenders to rural and
agricultural borrowers.

The current economic and regulatory environment presents Farmer Mac with opportunities to market a
mix of products to lenders in need of capital, liquidity, portfolio diversification, and access to a wide
variety of loan products, including those with long-term fixed rates. As part of its outreach strategy,
Farmer Mac engages with current and prospective lenders to identify their specific needs, with an
emphasis on individual lender meetings, lender road shows, and face-to-face contact at state and national
banking conferences. Farmer Mac also provides wholesale funding for institutional investors in
agricultural assets that qualify as eligible collateral under Farmer Mac's charter. For these potential
issuers, Farmer Mac directs its outreach efforts through its business relationships within the agricultural
community and through executive outreach to institutions whose profile presents opportunity to benefit
from wholesale funding. Farmer Mac seeks to maximize the use of technology to support these business
development efforts.

FARMER MAC'S LINES OF BUSINESS

Farmer Mac conducts its secondary market activities through four lines of business — Farm & Ranch,
USDA Guarantees, Rural Utilities, and Institutional Credit. The loans (and participation interests in those
loans) eligible for Farmer Mac's secondary market include:

* mortgage loans secured by first liens on agricultural real estate, including part-time farms and rural
housing (comprising the assets eligible for the Farm & Ranch line of business);

» agricultural and rural development loans guaranteed by the United States Department of
Agriculture ("USDA") (comprising the assets eligible for the USDA Guarantees line of business);
and

» loans by lenders organized as cooperatives to finance electrification and telecommunications
systems in rural areas (comprising the assets eligible for the Rural Utilities line of business).

Farmer Mac also guarantees and purchases general obligations of lenders that are secured by pools of
these three types of eligible loans (comprising the assets eligible for the Institutional Credit line of



business). As of December 31, 2019, the total outstanding business volume in all of Farmer Mac's lines of
business was $21.1 billion.

The following table presents the outstanding balances under Farmer Mac's four lines of business (Farm &
Ranch, USDA Guarantees, Rural Utilities, and Institutional Credit) as of December 31, 2019 and
December 31, 2018:

Lines of Business - Outstanding Business Volume
As of December 31, 2019 As of December 31, 2018

(in thousands)
On-balance sheet:

Farm & Ranch:
Loans $ 3,675,640 $ 3,071,222
Loans held in trusts:
Beneficial interests owned by third party investors 1,600,917 1,517,101
USDA Guarantees:
USDA Securities 2,199,072 2,120,553
Farmer Mac Guaranteed USDA Securities 31,887 27,383
Rural Utilities:
Loans 1,671,293 938,843
Institutional Credit:
AgVantage securities 8,432,679 8,072,919
Total on-balance sheet $ 17,611,488 $ 15,748,021
Off-balance sheet:
Farm & Ranch:
LTSPCs $ 2,393,071 $ 2,509,787
Guaranteed Securities 107,322 135,862
USDA Guarantees:
Farmer Mac Guaranteed USDA Securities 389,216 367,684
Rural Utilities:
LTSPCs" 609,278 653,272
Institutional Credit:
AgVantage securities 7,567 9,898
Revolving floating rate AgVantage facility” — 300,000
Total off-balance sheet $ 3,506,454 $ 3,976,503
Total $ 21,117,942 $ 19,724,524

M Includes $20.0 million and $17.0 million related to one-year loan purchase commitments on which Farmer Mac receives a nominal unused

commitment fee as of December 31, 2019 and 2018, respectively.
During 2019, the facility was drawn on two separate occurrences for $100.0 million and $150.0 million and later repaid. During 2018, $100.0 million
of this facility was drawn and later repaid. The facility was terminated during fourth quarter 2019.
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Farm & Ranch

Under the Farm & Ranch line of business, Farmer Mac provides a secondary market for mortgage loans
secured by first liens on agricultural real estate (including part-time farms and rural housing) by

(1) purchasing and retaining eligible mortgage loans, (2) securitizing eligible mortgage loans and
guaranteeing the timely payment of principal and interest on the resulting securities that represent interests
in, or obligations secured by, pools of those loans, or (3) issuing LTSPCs for designated eligible mortgage
loans, subject to the applicable LTSPC agreement. Farmer Mac applies credit underwriting standards and



methodologies to help assess exposures to Farm & Ranch loans, which may include collateral valuation,
financial metrics, and other appropriate borrower financial and credit information. Farmer Mac is
compensated for these activities through net interest income on loans and securities held on balance sheet,

guarantee fees earned on securities issued to third parties, and commitment fees earned on loans in
LTSPCs.

Loan Eligibility
To be eligible for the Farm & Ranch line of business, a loan must:

* be secured by a fee simple mortgage or a long-term leasehold mortgage with status as a first lien
on agricultural real estate (including part-time farms and rural housing) located within the United
States;

* be an obligation of a citizen or national of the United States, an alien lawfully admitted for
permanent residence in the United States, or a private corporation or partnership that is majority-
owned by U.S. citizens, nationals, or legal resident aliens;

* be an obligation of a person, corporation, or partnership having training or farming experience that
is sufficient to ensure a reasonable likelihood that the loan will be repaid according to its terms;
and

* meet the credit underwriting, collateral valuation, documentation, and other specified standards for
the Farm & Ranch line of business. See "—Underwriting and Collateral Standards" and "—
Lenders" for a description of these standards.

Eligible agricultural real estate consists of one or more parcels of land, which may be improved by
permanently affixed buildings or other structures, that:

» is used for the production of one or more agricultural commodities or products; and
 either consists of a minimum of five acres or generates minimum annual receipts of $5,000.

Pending a legislative change scheduled to become effective in June 2020, Farmer Mac's charter authorizes
a maximum loan size (adjusted annually for inflation) for an eligible Farm & Ranch loan secured by more
than 1,000 acres of agricultural real estate. That maximum loan size was $13.2 million as of

December 31, 2019. See "Management's Discussion and Analysis of Financial Condition and Results of
Operations—Regulatory Matters" for more information about the pending legislative change that will
apply the charter's maximum loan size to loans secured by more than 2,000 acres rather than loans secured
by more than 1,000 acres.

The charter does not prescribe a maximum loan size or a total borrower exposure for an eligible Farm &
Ranch loan secured by 1,000 acres or less of agricultural real estate, but Farmer Mac does limit the size of
those loans. An internal policy approved by Farmer Mac's board of directors limits the cumulative direct
credit exposure to any one borrower or group of related borrowers on these loans to 10% of Farmer Mac's
Tier 1 capital ($81.5 million as of December 31, 2019). Direct credit exposure to borrowers occurs for
loan purchases, LTSPCs, and Farmer Mac Guaranteed Securities that represent interests in, or obligations
secured by, pools of eligible Farm & Ranch loans and are not AgVantage securities ("Farm & Ranch
Guaranteed Securities").

Guarantees and Commitments. Farmer Mac offers two credit enhancement alternatives to direct loan
purchases through the Farm & Ranch line of business that allow approved lenders the ability to retain the



cash flow benefits of their loans and increase their liquidity and lending capacity: (1) LTSPCs and

(2) Farm & Ranch Guaranteed Securities. In Farm & Ranch Guaranteed Securities and LTSPC
transactions, the lender effectively transfers the credit risk on their eligible loans because, through Farmer
Mac's guarantee or commitment to purchase, Farmer Mac assumes the ultimate credit risk of borrower
defaults on the underlying loans. Payments made on the underlying loans or participation interests and
liquidation of the related collateral (in the event of default under the terms of those assets) are intended to
protect Farmer Mac against losses.

An LTSPC permits the lender to retain loans in its portfolio until such time, if ever, as the lender elects to
deliver some or all of the loans covered by the LTSPC to Farmer Mac for purchase. Loans subject to an
LTSPC must meet Farmer Mac's standards for eligible loans at the commencement of the LTSPC when
Farmer Mac assumes the credit risk on the loans. As consideration for its assumption of the credit risk on
loans covered by an LTSPC, Farmer Mac receives commitment fees payable monthly in arrears. Some
LTSPCs contain risk sharing arrangements for pools of loans that provide for the counterparty to absorb
up to a specified amount (typically between one and five percent of the original principal balance of the
loan pool) of any losses incurred on the loans in the pool. At a lender's request, Farmer Mac purchases
loans subject to an LTSPC at:

» par if the loans become delinquent for either 90 days or 120 days (depending on the agreement) or
are in material non-monetary default, with accrued and unpaid interest on the defaulted loans
payable out of any future loan payments or liquidation proceeds; or

» fair value or in exchange for Farm & Ranch Guaranteed Securities (if the loans are not delinquent),
in accordance with the applicable agreement.

In Farm & Ranch Guaranteed Securities transactions, Farmer Mac guarantees securities representing
interests in eligible Farm & Ranch loans or participation interests in those loans held by a trust or other
entity. Farmer Mac guarantees the timely payment of interest and principal on these securities, which are
either retained by Farmer Mac or sold to third parties. For those securities sold to third parties, the eligible
loans or participation interests are often acquired by Farmer Mac from lenders in exchange for the Farm &
Ranch Guaranteed Securities backed by those assets. As consideration for its assumption of the credit risk
on the assets underlying the Farm & Ranch Guaranteed Securities, Farmer Mac receives guarantee fees
based on the outstanding principal balance of the related securities.

Farmer Mac is obligated under its guarantee on the securities to make timely payments to investors of
principal (including balloon payments) and interest based on the scheduled payments on the underlying
loans, regardless of whether Farmer Mac or the related trust has actually received those scheduled
payments. Farmer Mac's guarantee fees typically are collected out of installment payments made on the
underlying loans until those loans have been repaid, purchased out of the trust, or otherwise liquidated
(generally as a result of default). The aggregate amount of guarantee fees received on Farm & Ranch
Guaranteed Securities depends on the amount of those securities outstanding and on the applicable
guarantee fee rate, which Farmer Mac's charter caps at 50 basis points (0.50%) per year. The amount of
Farm & Ranch Guaranteed Securities outstanding is influenced by the repayment rates on the underlying
loans and by the rate at which Farmer Mac issues new Farm & Ranch Guaranteed Securities. In general,
when the level of interest rates declines significantly below the interest rates on loans underlying Farm &
Ranch Guaranteed Securities, the rate of prepayments is likely to increase. Conversely, when interest
rates rise above the interest rates on the loans underlying Farm & Ranch Guaranteed Securities, the rate of
prepayments is likely to decrease. In addition to changes in interest rates, the timing of principal
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payments on Farm & Ranch Guaranteed Securities also is influenced by a variety of economic,
demographic, and other considerations.

Underwriting and Collateral Standards

As required by Farmer Mac's charter, Farmer Mac has established underwriting, security appraisal, and
repayment standards for eligible loans that consider the nature, risk profile, and other differences between
different categories of eligible loans. The charter prescribes that the following minimum standards must
be applied to agricultural real estate mortgage loans in the Farm & Ranch line of business:

» provide that no loan with a loan-to-value ratio ("LTV") more than 80% may be eligible;
» require each borrower to demonstrate sufficient cash flow to adequately service the loan;
* require sufficient documentation standards;

» protect the integrity of the appraisal process for any loan; and

» confirm that the borrower is or will be actively engaged in agricultural production.

In addition to these minimum standards, eligible loans in Farmer Mac's Farm & Ranch line of business are
also typically required to meet more specific underwriting criteria established by Farmer Mac or
demonstrate compensating strength in one or more other underwriting criteria. Farmer Mac relies on the
combined expertise of experienced internal agricultural credit underwriters and loan servicers, along with
external agricultural loan servicing and collateral valuation contractors, to perform the necessary
underwriting, servicing, and collateral valuation functions on Farm & Ranch loans.

Lenders

Lenders that participate in the Farm & Ranch line of business meet criteria that Farmer Mac establishes
for its loan-selling counterparties and which typically include the requirement to:

* own a requisite amount of Farmer Mac common stock according to a schedule prescribed for the
size and type of institution;

* have, in the judgment of Farmer Mac, the ability and experience to make or purchase and sell loans
eligible for Farmer Mac's Farm & Ranch line of business and service those loans in accordance
with Farmer Mac's requirements either through the lender's own staff or through contractors and
originators;

* maintain a minimum adjusted net worth; and

» enter into a Seller/Servicer Agreement, which requires compliance with the terms of Farmer
Mac's Seller/Servicer Guide, including providing representations and warranties about the
eligibility of the loans and accuracy of loan data provided to Farmer Mac.

Loan Servicing

Farmer Mac generally does not directly service the loans in the Farm & Ranch line of business, although
in some cases Farmer Mac may assume direct servicing for defaulted loans. Farmer Mac contracts with
other institutions to undertake most of the servicing responsibilities for its loans in accordance with
Farmer Mac's specified servicing requirements or in accordance with the servicing standards established
by the servicing institution if the institution's standards are acceptable to Farmer Mac. For these loans, the
servicer may or may not be the same entity as the lender that sold the loans to Farmer Mac, however the
originating lender often retains some servicing responsibility, particularly with direct borrower contact,
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which is referred to as "field servicing." Field servicers may enter into contracts with Farmer Mac's
servicers that specify their field servicing responsibilities.

Loans under LTSPCs are serviced by the holders of those loans in accordance with those lenders'
servicing procedures, which Farmer Mac reviews before entering into those transactions.

The substance of all servicing for loans in the Farm & Ranch line of business is performed in a manner
consistent with Farmer Mac's servicing requirements, with some special servicing for loans purchased
from LTSPCs to collateralize Farm & Ranch Guaranteed Securities, in order to accommodate the
borrower rights regime unique to loans originated by FCS institutions.

USDA Guarantees
Farmer Mac's charter provides that:

» USDA-guaranteed portions of loans (which Farmer Mac refers to as "USDA Securities")
guaranteed under the Consolidated Farm and Rural Development Act (7 U.S.C. § 1921 et seq.) are
statutorily included in the definition of loans eligible for the secondary market programs provided
by Farmer Mac;

» USDA Securities are exempted from the credit underwriting, collateral valuation, documentation,
and other standards that other loans must meet to be eligible for the secondary market provided by
Farmer Mac, and are exempted from any diversification and internal credit enhancement that may
be required of pools of other eligible loans; and

* Farmer Mac is authorized to pool, issue, and guarantee timely interest and principal on securities
backed by USDA Securities ("Farmer Mac Guaranteed USDA Securities").

Since January 2010, nearly all purchases of USDA Securities have been made by Farmer Mac I1 LLC, a
subsidiary of Farmer Mac that operates substantially all of the business related to the USDA Guarantees
line of business, although Farmer Mac II LLC does not guarantee any USDA Securities it holds or any
Farmer Mac Guaranteed USDA Securities issued by Farmer Mac or Farmer Mac II LLC.

Lenders

Any lender authorized by the USDA to obtain a USDA guarantee on a loan may participate in Farmer
Mac's USDA Guarantees line of business.

Loan Servicing

The lender on each USDA guaranteed loan is required by regulation to retain the unguaranteed portion of
the guaranteed loan, to service the entire underlying guaranteed loan, including the USDA-guaranteed
portion, and to remain mortgagee and/or secured party of record. The USDA-guaranteed portion and the
unguaranteed portion of the loan are to be secured by the same collateral with equal lien priority. The
USDA-guaranteed portion of a loan cannot be paid later than, or in any way be subordinated to, the related
unguaranteed portion.
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Rural Utilities

Farmer Mac's charter authorizes the purchase of, and guarantee of securities backed by, loans (including
participation interests in loans) for electric (including renewable electric energy) or telephone facilities by
lenders organized as cooperatives to borrowers that have received or are eligible to receive loans under the
Rural Electrification Act of 1936 ("REA"). The REA is administered by the Rural Utilities Service
("RUS"), an agency of the USDA. Farmer Mac's Rural Utilities line of business encompasses purchases
of eligible Rural Utilities loans and guarantees of securities backed by those loans, as well as LTSPCs for
pools of eligible Rural Utilities loans. To be eligible, Rural Utilities loans must meet Farmer Mac's credit
underwriting and other specified standards. There currently are no guaranteed securities issued under the
Rural Utilities line of business, although the Institutional Credit line of business includes some AgVantage
securities that are secured by Rural Utilities loans. The vast majority of Farmer Mac's business to date
under the Rural Utilities line of business has involved loans made to electric facilities (primarily electric
distribution cooperatives and electric generation and transmission cooperatives). Farmer Mac purchased
one solar renewable energy project finance loan during 2019, and it currently has no telecommunications
loans.

Loan Eligibility

To be eligible for Farmer Mac's Rural Utilities line of business, a Rural Utilities loan (or a participation
interest in a loan) must:

* be for an electric or telephone facility by a lender organized as a cooperative to a borrower that has
received or is eligible to receive a loan under the REA;

* be performing and not more than 30 days delinquent; and

* meet Farmer Mac's underwriting standards described in more detail below.

Underwriting and Collateral Standards

Farmer Mac's charter does not specify minimum underwriting criteria for eligible Rural Utilities loans. To
manage Farmer Mac's credit risk, to mitigate the risk of loss from borrower defaults, and to provide
guidance for the management, administration, and conduct of underwriting to participants in the Rural
Utilities line of business, Farmer Mac has adopted credit underwriting standards that vary by loan product
and by loan type. These standards are based on industry practices for similar Rural Utilities loans and are
designed to assess the creditworthiness of the borrower, as well as the risk to Farmer Mac. Farmer Mac
reviews lenders' credit submissions and analyzes borrowers' audited financial statements and financial and
operating reports to confirm that loans meet Farmer Mac's underwriting standards for Rural Utilities loans.

It is customary in loans to electric distribution cooperatives and electric generation and transmission
cooperatives for the lender or lender group to take a security interest in substantially all of the borrower's
assets. When Farmer Mac purchases a Rural Utilities loan with a pledge of all assets and a lender also has
a lien on all assets, Farmer Mac verifies that a lien accommodation results in either a shared first lien or a
first lien in favor of Farmer Mac. When debt indentures are used, Farmer Mac determines if available
collateral is adequate to support the loan program and Farmer Mac's investment. Loans to renewable
electric energy borrowers are typically secured by the borrower's project equipment, contracts, and land or
leasehold interest, but Farmer Mac's enforcement rights may be subject to tax equity interests in the
borrower's renewable energy project. Farmer Mac also purchases unsecured Rural Utilities loans
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(primarily electric generation and transmission loans) that meet Farmer Mac's underwriting standards for
unsecured Rural Utilities loans.

Lenders and Loan Servicing

Farmer Mac's charter requires eligible Rural Utilities loans to be originated by a lender organized as a
cooperative. Farmer Mac does not directly service the Rural Utilities loans held in its portfolio, because
they are serviced by a designee of Farmer Mac.

Institutional Credit

Under the Institutional Credit line of business, Farmer Mac guarantees and purchases general obligations
of lenders and other financial institutions (including financial funds) that are secured by pools of the types
of loans eligible for purchase under Farmer Mac's Farm & Ranch, USDA Guarantees, or Rural Utilities
lines of business (AgVantage). Typically, Farmer Mac retains these AgVantage securities in its portfolio.
Farmer Mac's guarantee and purchase of AgVantage securities comprise the Institutional Credit line of
business.

Farmer Mac has direct credit exposure to the general credit of the issuers of AgVantage securities and
assumes the ultimate credit risk of an issuer default on the AgVantage securities. Before approving an
institution as an issuer in an AgVantage transaction, Farmer Mac assesses the issuer's creditworthiness as
well as the credit quality and performance of the issuer's loan portfolio. Farmer Mac continues to monitor
the counterparty risk assessment on an ongoing basis after the AgVantage security is issued. In addition to
being a general obligation of the issuer, all AgVantage securities must be secured by eligible loans or
eligible securities guaranteed by Farmer Mac in an amount at least equal to the outstanding principal
amount of the issuer's AgVantage securities. As a result, Farmer Mac has indirect credit exposure to the
loans or guaranteed securities that are pledged to secure the AgVantage securities, which comprise
collateral for Farmer Mac in the event of a default by the issuer.

Loans pledged under AgVantage securities are serviced by the issuers of the securities (or their affiliated
servicing institutions) in accordance with these institutions' servicing procedures. Farmer Mac reviews
these servicing procedures before purchasing AgVantage securities from the issuer. In AgVantage
transactions, the issuer is required to remove from the pool of pledged collateral any loan that becomes
more than 30 days delinquent in the payment of principal or interest and to replace the delinquent loan
with another eligible loan that is current in payment to maintain the minimum required collateralization
level.

For AgVantage securities secured by loans eligible for Farmer Mac's Farm & Ranch line of business,
Farmer Mac currently requires the general obligation to be over-collateralized, either by more eligible
loans or any of the following types of assets:

* cash;

» securities issued by the U.S. Treasury or guaranteed by an agency or instrumentality
of the United States;

» other highly-rated securities; or

» other instruments approved by Farmer Mac.
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The required collateralization level for the AgVantage securities secured by Farm & Ranch loans currently
ranges from 103% to 125%. The required collateralization level is determined based on credit factors
related to the issuer, is established when the AgVantage facility is entered into with the counterparty, and
does not change during the life of the AgVantage securities issued under the facility unless mutually
agreed by Farmer Mac and the counterparty.

For AgVantage securities that are secured by Farm & Ranch loans, Farmer Mac requires that the loans
meet the minimum standards set forth in the charter for those types of loans with a maximum limit of
$75.0 million in cumulative exposure to any one borrower or related borrowers from a single AgVantage
issuer.

Farmer Mac has tailored a version of its AgVantage product to focus on institutional investors in
agricultural assets that qualify as collateral for the types of loans eligible for the Farm & Ranch line of
business. Farmer Mac refers to this product variation as the Farm Equity AgVantage product. This
product has similar requirements for AgVantage securities secured by Farm & Ranch loans described
above, but Farmer Mac also requires that Farm Equity AgVantage transactions maintain a higher
collateralization level through lower loan-to-value ratio thresholds and contain specified financial
covenants for the life of the related AgVantage security.

AgVantage securities secured by loans eligible for Farmer Mac's Rural Utilities line of business require:

+ the counterparty issuing the general obligation to have a credit rating from an NRSRO that is at
least investment grade, or be of comparable creditworthiness as determined through Farmer Mac's
analysis; and

» the collateralization (consisting of current, performing loans) to be maintained at the contractually
prescribed level, in an amount at least equal to the outstanding principal amount of the security.

Although Farmer Mac has only indirect credit exposure on the Rural Utilities loans pledged to secure
AgVantage securities, the same underwriting standards that apply to loans made to electric cooperatives
on which Farmer Mac assumes direct credit exposure also apply to loans made to electric cooperatives that
secure the general obligation of the lender in AgVantage transactions. Farmer Mac's charter does not
prescribe a maximum loan size or a total borrower exposure for an eligible Rural Utilities loan, but Farmer
Mac's current limit for AgVantage transactions is $75.0 million for cumulative loan exposure to any one
borrower or related borrowers (with the amount of any direct exposure to a borrower not counting towards
the $75.0 million limit). Farmer Mac also permits up to 20% of Rural Utilities loans pledged to secure
AgVantage securities to be unsecured or secured by less than all of the borrower's assets.

COMPETITION

Farmer Mac is the only Congressionally-chartered corporation established to provide a secondary market
for agricultural mortgage loans, Rural Utilities loans, and USDA Securities. But Farmer Mac does face
indirect competition from many sources. These sources include other financial institutions and other types
of financial entities that purchase, retain, securitize, or provide financing for the types of assets eligible for
Farmer Mac's secondary market activities, including commercial and investment banks, insurance
companies, other FCS institutions, financial funds, and certain government programs. Farmer Mac also
competes indirectly with originators of eligible loans who would prefer to retain the loans they originate
rather than sell them into the secondary market. Farmer Mac is able to compete to acquire eligible loans
due to the variety of products it offers and its ability to offer competitive funding structures and pricing to
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its customers. This enables Farmer Mac to provide flexible financing options and products designed to
meet the varied needs of lending institutions related to capital requirements, liquidity, credit risk, and
management of sector and geographic concentrations and borrower exposure limits. However, the relative
competitiveness of Farmer Mac's loan rates is affected by the overall supply of capital available to the
agricultural and rural utilities sectors, the ability of other lending institutions to compete with Farmer Mac
by price averaging through offering multiple loan and fee based products, or by accepting a lower return
on equity given market dynamics. Farmer Mac's ability to develop business with lending institutions is
also affected by changes in the levels of available capital and liquidity of those institutions, the existence
of alternative sources of funding and credit enhancement for those institutions, the rate of growth in the
market for eligible loans, and demand for Farmer Mac's products.

Farmer Mac's competitive position is also affected by the willingness of originators to offer eligible loans
for sale in the secondary market, as well as the types and variety of products offered by Farmer Mac's
competitors to meet the needs of Farmer Mac's customer base. Farmer Mac's limits on borrower exposure
and loan size, as well as the types of loans that are eligible for Farmer Mac's lines of business, also affect
Farmer Mac's competitive position. Farmer Mac's ability to obtain competitive funding in the debt
markets is essential to its ability to maintain its relative position with its customers. As a result,
competition for debt investors with other debt-issuing institutions, such as the FCS, Federal Home Loan
Banks, Fannie Mae, Freddie Mac, and highly-rated financial institutions, can affect the price and volume
at which Farmer Mac issues debt and therefore its ability to offer savings to customers in the form of
competitive products.

CAPITAL AND CORPORATE GOVERNANCE

Farmer Mac's charter prescribes the company's basic capital and corporate governance structure. The
charter authorizes Farmer Mac to issue two classes of voting common stock, each of which elects one-
third of Farmer Mac's 15-person board of directors. The charter also authorizes Farmer Mac to issue non-
voting common stock. The classes of Farmer Mac's outstanding common stock and their relationship to
Farmer Mac's board of directors are described below.

« Class A voting common stock. The charter restricts ownership of Farmer Mac's Class A voting
common stock to banks, insurance companies, and other financial institutions or similar entities
that are not institutions of the FCS. The charter also provides that five members of Farmer Mac's
15-member board of directors are elected by a plurality of the votes of the Class A stockholders
each year. The charter limits the amount of Class A voting common stock that any one holder may
own to no more than 33% of the outstanding shares of Class A voting common stock. Farmer Mac
is not aware of any regulation applicable to non-FCS financial institutions that requires a minimum
investment in Farmer Mac's Class A voting common stock or that prescribes a maximum
investment amount lower than the 33% limit set forth in the charter. Farmer Mac's Class A voting
common stock is listed on the New York Stock Exchange under the symbol AGM.A.

« Class B voting common stock. The charter restricts ownership of Farmer Mac's Class B voting
common stock to FCS institutions and also provides that five members of Farmer Mac's 15-
member board of directors are elected by a plurality of the votes of the Class B stockholders each
year. The charter contains no restrictions on the maximum number or percentage of outstanding
shares of Class B voting common stock that any one holder may own, and Farmer Mac is not
aware of any regulation applicable to FCS institutions that requires a minimum investment in its
Class B voting common stock or that prescribes a maximum amount. Farmer Mac's Class B voting
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common stock, which has a limited market and trades infrequently, is not listed or quoted on any
exchange or other quotation system, and Farmer Mac is not aware of any publicly available
quotations or prices for this class of common stock.

« Class C non-voting common stock. The charter does not impose any ownership restrictions on
Farmer Mac's Class C non-voting common stock, and shares of this class are freely
transferable. Holders of the Class C common stock do not vote on the election of directors or any
other matter. Farmer Mac's Class C non-voting common stock is listed on the New York Stock
Exchange under the symbol AGM.

- Presidential director appointments. The remaining five members of Farmer Mac's board of
directors are individuals who meet the qualifications specified in the charter and are appointed by
the President of the United States with the advice and consent of the United States Senate (one of
whom is designated as the chair of the board of directors). These appointed directors serve at the
pleasure of the President of the United States.

The dividend and liquidation rights of all three classes of Farmer Mac's common stock are the same.
Dividends may be paid on Farmer Mac's common stock only when, as, and if declared by Farmer Mac's
board of directors in its sole discretion, subject to compliance with applicable capital requirements and the
payment of dividends on any outstanding preferred stock issued by Farmer Mac. Upon liquidation,
dissolution, or winding up of the business of Farmer Mac, after payment and provision for payment of
outstanding debt of Farmer Mac, the holders of shares of Farmer Mac's currently outstanding 5.875%
Non-Cumulative Preferred Stock, Series A ("Series A Preferred Stock"), 6.000% Fixed-to-Floating Rate
Non-Cumulative Preferred Stock, Series C ("Series C Preferred Stock"), 5.700% Non-Cumulative
Preferred Stock, Series D ("Series D Preferred Stock"), and any other preferred stock then outstanding,
would be paid at par value out of assets available for distribution, plus all declared and unpaid dividends,
before the holders of shares of common stock received any payment. See also "Market for Registrant's
Common Equity, Related Stockholder Matters, and Issuer Purchases of Equity Securities" for more
information about Farmer Mac's common stock, and "Business—Financing—Equity Issuance" for more
information about Farmer Mac's common stock and preferred stock.

Unlike some other GSEs such as other FCS institutions and the Federal Home Loan Banks, Farmer Mac is
not structured as a cooperative owned exclusively by member institutions and established to provide
services exclusively to its members. Rather, Farmer Mac, as a publicly-traded corporation, has a broader
base of stockholders, including those who do not directly participate in the secondary market provided by
Farmer Mac. Farmer Mac therefore seeks to fulfill its mission of serving the financing needs of rural
America in a way that is consistent with providing a return on the investment of its stockholders.

Farmer Mac generally requires financial institutions to own a requisite amount of Farmer Mac common
stock, based on the size and type of institution, to participate in the Farm & Ranch line of business. As a
result of this requirement, coupled with the ability of holders of Class A and Class B voting common stock
to elect two-thirds of Farmer Mac's board of directors, Farmer Mac regularly conducts business with
"related parties," including institutions affiliated with members of Farmer Mac's board of directors and
institutions that own large amounts of Farmer Mac's voting common stock. Farmer Mac has adopted a
Code of Business Conduct and Ethics and related corporate policies that govern any conflicts of interest
that may arise in these transactions. Farmer Mac also requires that any transactions with related parties be
conducted in the ordinary course of business, with terms and conditions comparable to those available to
any other counterparty not related to Farmer Mac. For more information about related party transactions,
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see "Management's Discussion and Analysis of Financial Condition and Results of Operations—Results of
Operations—Related Party Transactions" and Note 3 to the consolidated financial statements.

Capital

Farmer Mac's charter establishes three capital standards for Farmer Mac — minimum capital, critical
capital, and risk-based capital. Farmer Mac must comply with the higher of the minimum capital
requirement and the risk-based capital requirement. Also, in accordance with the applicable FCA
regulation on capital planning, Farmer Mac's board of directors oversees a policy that requires Farmer
Mac to maintain a sufficient level of Tier 1 capital and restricts dividends and bonus payments if Farmer
Mac's Tier 1 capital falls below specified thresholds. For a discussion of Farmer Mac's capital
requirements and its actual capital levels, as well as FCA's role in the establishment and monitoring of
those requirements and levels, see "Business—Government Regulation of Farmer Mac—Capital
Standards," "Management's Discussion and Analysis of Financial Condition and Results of Operations—
Balance Sheet Review—Equity," and "Management's Discussion and Analysis of Financial Condition and
Results of Operations—Liquidity and Capital Resources—Capital Requirements."

Regulatory Oversight

Farmer Mac's charter assigns to FCA, acting through the separate Office of Secondary Market Oversight
("OSMO") within FCA, the responsibility for the examination of Farmer Mac and the general supervision
of the safe and sound performance of the powers, functions, and duties vested in Farmer Mac by the
charter. The charter also authorizes FCA, acting through OSMO, to apply its general enforcement powers
to Farmer Mac. Farmer Mac's charter requires an annual examination of the financial transactions of
Farmer Mac and authorizes FCA to assess Farmer Mac for the cost of FCA's regulatory activities,
including the cost of any examination. Farmer Mac is also required to file quarterly reports of condition
with OSMO. As a publicly-traded corporation, Farmer Mac also must comply with the periodic reporting
requirements of the SEC. For a more detailed discussion of Farmer Mac's regulatory and governmental
relationships, see "Business—Government Regulation of Farmer Mac."

EMPLOYEES AND PROPERTY

As of December 31, 2019, Farmer Mac employed 103 people, located primarily at its office at 1999 K
Street, N.W., 4th Floor, Washington, D.C. 20006. Farmer Mac also maintains offices at: (1) 9169
Northpark Drive, Johnston, lowa 50322; and (2) 5200 N. Palm Avenue, Suite 306, Fresno, California
93704. Farmer Mac's main telephone number is (202) 872-7700.

AVAILABLE INFORMATION

Farmer Mac makes available free of charge, through the "Investors" section of its internet website at
www.farmermac.com, copies of materials it files with, or furnishes to, the SEC, including its Annual
Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, proxy statements,
and any amendments to those filings, as soon as reasonably practicable after electronically filing those
materials with, or furnishing those materials to, the SEC. All references to www.farmermac.com in this
report are inactive textual references only. The information contained on Farmer Mac's website is not
incorporated by reference into this report.
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FUNDING OF GUARANTEE AND LTSPC OBLIGATIONS

The main sources of funding for the payment of Farmer Mac's obligations under its guarantees and
LTSPCs are the fees Farmer Mac receives for its guarantees and commitments, net effective spread,
proceeds of debt issuances, loan repayments, and maturities of AgVantage securities. Farmer Mac has
traditionally satisfied its obligations under LTSPCs and its guarantees by purchasing defaulted loans out of
the LTSPCs or from related securitization trusts under the terms of the respective agreements governing
the LTSPC or guaranteed securities. Farmer Mac typically recovers a significant portion of the value of
defaulted loans purchased either through borrower payments, loan payoffs, payments by third parties, or
foreclosure and sale of the property securing the loans. Net credit losses/(gains) arising from Farmer
Mac's guarantees and commitments include charge-offs/(recoveries) against its allowance for losses, gains
and losses on the sale of real estate owned ("REO"), which consists of real estate acquired through
foreclosure, and fair value adjustments of REOs held.

Farmer Mac's charter requires Farmer Mac to maintain in its accounts a portion of the guarantee fees it
receives from its guarantee activities as a reserve against losses. As of December 31, 2019, this reserve
against losses arising from Farmer Mac's guarantee activities was $90.9 million. Farmer Mac calculates
the amount of this statutorily required reserve against losses arising from its guarantee activities based on
the credit risk component of guarantee fees received on all securities it guarantees, including AgVantage
securities. This amount does not represent either anticipated credit losses or estimated probable credit
losses and does not directly relate to either the allowance for loan losses or the reserve for losses in Farmer
Mac's consolidated balance sheets. Rather, this is the amount of capital that must be exhausted before
Farmer Mac may issue obligations to the U.S. Treasury against the $1.5 billion that Farmer Mac is
statutorily authorized to borrow from the U.S. Treasury to fulfill its guarantee obligations. That borrowing
authority is not intended to be a routine funding source and has never been used. For a more detailed
discussion of Farmer Mac's borrowing authority from the U.S. Treasury, see "Business—Farmer Mac's
Authority to Borrow from the U.S. Treasury."

Farmer Mac's total outstanding guarantees and LTSPCs exceed the total of: (1) the amount held as an
allowance for losses, (2) the amount maintained as a reserve against losses arising from guarantee
activities, and (3) the amount Farmer Mac may borrow from the U.S. Treasury. However, Farmer Mac
does not expect its future payment obligations under its guarantees and LTSPCs to exceed amounts
available to satisfy those obligations, including access to the underlying collateral in the event of

default. For information about Farmer Mac's allowance for losses, see "Management's Discussion and
Analysis of Financial Condition and Results of Operations—Risk Management—Credit Risk — Loans and
Guarantees" and Note 2(g) and Note 8 to the consolidated financial statements.
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FINANCING

Debt Issuance

Farmer Mac's charter authorizes Farmer Mac to issue debt obligations to purchase eligible loans and
securities, USDA Securities, and to maintain reasonable amounts of liquid investments to maintain an
adequate liquidity buffer. Farmer Mac funds its purchases of eligible program assets and liquidity
investment assets primarily by issuing debt obligations of various maturities in the public capital
markets. Farmer Mac also issues debt obligations to obtain funds to finance its obligations under
guarantees and LTSPCs. Farmer Mac's debt obligations include discount notes and medium-term notes,
including callable notes, all of which are unsecured general obligations of Farmer Mac. Discount notes
have original maturities of 1 year or less. Medium-term notes generally have maturities of 6 months to
15.0 years.

The interest and principal on Farmer Mac's debt obligations are not guaranteed by, and do not constitute
debts or obligations of, FCA, the United States, or any agency or instrumentality of the United States other
than Farmer Mac. Farmer Mac is an institution of the FCS but is not liable for any debt or obligation of
any other institution of the FCS. Likewise, neither the FCS nor any other individual institution of the FCS
is liable for any debt or obligation of Farmer Mac. Income to the purchaser of a Farmer Mac discount
note or medium-term note is not exempt under federal law from federal, state, or local taxation. Farmer
Mac's discount notes and medium-term notes are not currently rated by an NRSRO.

Farmer Mac invests the proceeds of its debt issuances in eligible program asset purchases, Farmer Mac
Guaranteed Securities, and liquidity investment assets in accordance with policies established by its board
of directors that comply with FCA's Liquidity and Investment Regulations, which establish limitations on
asset class, dollar amount, issuer concentration, and credit quality. Farmer Mac's regular debt issuance
supports its access to the capital markets, and Farmer Mac's liquidity investment assets provide an
alternative source of funds should market conditions be unfavorable.

For more information about the Liquidity and Investment Regulations, see "Management's Discussion and
Analysis of Financial Condition and Results of Operations—Liquidity and Capital Resources." For more
information about Farmer Mac's outstanding investments and indebtedness, see Note 4 and Note 7 to the
consolidated financial statements.

Equity Issuance

Farmer Mac's charter authorizes Farmer Mac to issue voting common stock, non-voting common stock,
and non-voting preferred stock. Farmer Mac may obtain additional capital from future issuances of
common stock and preferred stock.

Common Stock

Only banks, other financial entities, insurance companies, and institutions of the FCS may hold voting
common stock. No holder of Class A voting common stock may directly or indirectly be a beneficial
owner of more than 33% of the outstanding shares of Class A voting common stock. There are no
restrictions on the maximum number or percentage of outstanding shares of Class B voting common stock
that may be held by an eligible stockholder. No ownership restrictions apply to Class C non-voting
common stock, and those securities are freely transferable.
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The dividend rights of all three classes of Farmer Mac's common stock are the same, and dividends may
be paid on common stock only when, as, and if declared by Farmer Mac's board of directors in its sole
discretion, subject to compliance with applicable capital requirements and the payment of dividends on
outstanding preferred stock. Upon liquidation, dissolution, or winding up of the business of Farmer Mac,
after payment and provision for payment of outstanding debt of Farmer Mac, the holders of shares of
preferred stock would be paid at par value out of assets available for distribution, plus all declared and
unpaid dividends, before the holders of shares of common stock received any payment.

As of December 31, 2019, the following shares of Farmer Mac common stock were outstanding:

« 1,030,780 shares of Class A voting common stock;
+ 500,301 shares of Class B voting common stock; and
« 9,180,744 shares of Class C non-voting common stock.

Farmer Mac's board of directors approved a share repurchase program on March 14, 2019 authorizing
Farmer Mac to repurchase up to $10.0 million of its outstanding Class C non-voting common stock.
Farmer Mac did not repurchase any shares during 2019 under this program. The program expires at the
end of March 2021.

The following table presents the dividends declared on Farmer Mac's common stock during and after
2019:

Date Per For

Dividend Share Holders Of Date

Declared Amount Record As Of Paid
February 19, 2019 $0.70 March 15, 2019 March 29, 2019
May 17,2019 $0.70 June 14,2019 June 28,2019
August 7, 2019 $0.70 September 16, 2019 September 30, 2019
November 14, 2019 $0.70 December 16, 2019 December 31, 2019
February 24, 2020 $0.80 March 16, 2020 &

* The dividend declared on February 24, 2020 is scheduled to be paid on March 31, 2020.

Farmer Mac's ability to declare and pay common stock dividends could be restricted if it were to fail to
comply with applicable capital requirements. See Note 9 to the consolidated financial statements and
"Business—Government Regulation of Farmer Mac—Capital Standards."

Preferred Stock

No ownership restrictions apply to any preferred stock issued by Farmer Mac, and those securities are
freely transferable. As of December 31, 2019, the following shares of Farmer Mac preferred stock were
outstanding:

* 2,400,000 shares of Series A Preferred Stock, all of which were issued on January 17, 2013;
e 3,000,000 shares of Series C Preferred Stock, all of which were issued on June 20, 2014; and
* 4,000,000 shares of Series D Preferred Stock, all of which were issued on May 13, 2019.

On June 12, 2019, Farmer Mac used part of the net proceeds from the sale of the Series D Preferred Stock

to redeem and repurchase all $75.0 million aggregate outstanding of Farmer Mac's 6.875% Non-
Cumulative Preferred Stock, Series B ("Series B Preferred Stock"), plus any declared and unpaid
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dividends through and including the redemption date. As a result of the retirement of the Series B
Preferred Stock, Farmer Mac recognized $2.0 million of deferred issuance costs, which is presented as
"Loss on retirement of preferred stock" on the consolidated statements of operations.

The Series A Preferred Stock, Series C Preferred Stock, and Series D Preferred Stock (collectively
referred to as the "Outstanding Preferred Stock") each has a par value of $25.00 per share and an initial
liquidation preference of $25.00 per share. Since each of their respective issuances, Farmer Mac has not
issued any additional shares of any series of Outstanding Preferred Stock. Each series of Outstanding
Preferred Stock ranks senior to Farmer Mac's outstanding Class A voting common stock, Class B voting
common stock, Class C non-voting common stock, and any other common stock of Farmer Mac issues in
the future.

The Series A Preferred Stock and the Series D Preferred Stock pay an annual dividend rate fixed at
5.875% and 5.700%, respectively, for the life of the securities. The Series C Preferred Stock pays an
annual dividend rate of 6.000% from the date of issuance to and including the quarterly payment date on
July 17, 2024 and thereafter at a floating rate equal to three-month LIBOR plus 3.260%. Dividends on all
series of Outstanding Preferred Stock are non-cumulative, so if the board of directors has not declared a
dividend before the applicable dividend payment date for any dividend period, the dividend will not be
paid or accumulate, and Farmer Mac will not be obligated to pay dividends for that dividend period,
whether or not dividends on any series of Outstanding Preferred Stock are declared for any future dividend
period. Farmer Mac may pay dividends on the Outstanding Preferred Stock without paying dividends on
any class or series of stock Farmer Mac may issue in the future that ranks junior to the Outstanding
Preferred Stock.

The Series A Preferred Stock, Series C Preferred Stock, and Series D Preferred Stock rank equally with
each other and will rank equally with any other class or series of stock Farmer Mac may issue in the future
of equal priority as to dividends and upon liquidation. Farmer Mac has the right, but not the obligation, to
redeem some or all of the issued and outstanding shares of Series A Preferred Stock on and any time after
January 17, 2018, the Series C Preferred Stock on and any time after July 18, 2024, and the Series D
Preferred Stock on and after July 17, 2024 on any scheduled dividend payment date, all at a price equal to
the then-applicable liquidation preference. The Outstanding Preferred Stock is considered Tier 1 capital
for Farmer Mac. For more information on Farmer Mac's capital requirements, see "Business—
Government Regulation of Farmer Mac—Capital Standards."

The following table presents the dividends declared and paid on Series A Preferred Stock during and after
2019:

Date Per For For

Dividend Share Period Period Date

Declared Amount Beginning Ending Paid
February 19, 2019 $0.3672 January 18, 2019 April 17,2019 April 17,2019
May 17,2019 $0.3672 April 18,2019 July 17,2019 July 17,2019
August 7, 2019 $0.3672 July 18,2019 October 17,2019 October 17, 2019
November 14, 2019 $0.3672 October 18,2019 January 17, 2020 January 17, 2020
February 24, 2020 $0.3672 January 18, 2020 April 17,2020 x

* The dividend declared on February 24, 2020 is scheduled to be paid on April 17, 2020.
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The following table presents the dividends declared and paid on Series B Preferred Stock during 2019:

Date Per For For
Dividend Share Period Period Date
Declared Amount Beginning Ending Paid
February 19, 2019 $0.4297 January 18, 2019 April 17,2019 April 17,2019
May 17,2019 $0.2626 April 18,2019 June 12,2019 June 12, 2019

The following table presents the dividends declared and paid on Series C Preferred Stock during and after
2019:

Date Per For For

Dividend Share Period Period Date

Declared Amount Beginning Ending Paid
February 19, 2019 $0.3750 January 18, 2019 April 17,2019 April 17,2019
May 17,2019 $0.3750 April 18, 2019 July 17,2019 July 17,2019
August 7, 2019 $0.3750 July 18,2019 October 17, 2019 October 17,2019
November 14, 2019 $0.3750 October 18,2019 January 17, 2020 January 17, 2020
February 24, 2020 $0.3750 January 18, 2020 April 17,2020 &

* The dividend declared on February 24, 2020 is scheduled to be paid on April 17, 2020.

The following table presents the dividends declared and paid on Series D Preferred Stock during and after
2019:

Date Per For For
Dividend Share Period Period Date
Declared Amount Beginning Ending Paid
May 17,2019 $0.25330 May 14,2019 July 17,2019 July 17, 2019
August 7, 2019 $0.35625 July 18, 2019 October 17, 2019 October 17,2019
November 14, 2019 $0.35625 October 18,2019 January 17, 2020 January 17, 2020
February 24, 2020 $0.35625 Januar