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INDEPENDENT AUDITORS’ REPORT

Participants and Trust Committee
The Northwest Farm Credit Services Retirement Plan
St Paul, Minnesota

We have audited the accompanying statements of net assets available for benefits of The Northwest
Farm Credit Services Retirement Plan as of December 31, 2007 and 2006, and the related statements
of changes in net assets available for benefits for the years then ended. These financial statements are
the responsibility of the Plan's management. Our responsibility is to express an opinion con these
financial statements based on our audits.

We conducted our audits 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 reasonabie
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. An audit also includes assessing the accounting principies used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe
that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in ali material respects, the net
assets available for benefits of The Northwest Farm Credit Services Retirement Plan as of
December 31, 2007 and 20086, and the changes in its net assets available far benefits for the years
then ended in conformity with accounting principles generally accepted in the United States of America.
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Minneapolis, Minnesota
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The Northwest Farm Credit Services Retirement Plan
Statements of Net Assets Available for Benefits
December 31, 2007 and 2006

2007 2006
Assets

Short-term investment fund 460,228 688,816
Plan interest in Master Trust investments 87,283,840 91,434 458
Total investments 87,744,168 92,123,274
Dividend, interest and other receivables - 2.735
Total assets 87.744 168 92,126,009

Liabilities
Administrative and other expenses payable 2,957 20.162
Disbursements in excess of receipls - 700
Total liahilities 2,957 20,862
Net assets available for benefits $ 87741211 % 92 105,147

See accompanying notes to the financial statements.
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The Northwest Farm Credit Services Retirement Pian
Statements of Changes in Net Assets Available for Benefits
Years Ended December 31, 2007 and 2006

2007 2006
Net assets available for benefits, beginning of year $ 82,105,147  § 88,637,338
Netinvestment income
Master Trust income 6,167.177 9,461.851
Interest - 31,682
6,167 177 9,493 533
Deductions
Benefits paid to pariicipants (10,457 .121) (5,495 575)
Administrative and other expenses {73,992) (116,899)
{10,531 113) (5612 474)

Net (decrease) increase (4,363,936) 3,881.058
Transfer of assets to another plan - (413,250)
Net assets available for benefits, end of year 3 87741211 § 92,105,147

See accompanying notes to the financial statements.
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The Northwest Farm Credit Services Retirement Plan
Notes to Financial Statements
December 3_j, 2007 and 2006

1. Description of the Plan

The following description of The Northwest Farm Credit Services Retirement Plan (the “Plan®)
provides general information regarding the Plan. Refer to the Pian document for a complete
description of plan provisions.

Plan Provisions

The Plan is a noncontributory defined benefit pensicn plan covering eligible employees of the
former Farm Credit Bank of Spokane and Northwest Farm Credit Services, ACA. (coliectively. the
“Employers”). Employees eligible to participate in the Plan are those empioyees hired before
January 1, 1995, who had completed five years of service or attained age 45 as of January 1, 1995,
and who elected not to participate in the money purchase component of the AgAmerica District
Savings Plan. Employees not eligivle to participate in the Plan are enrolled in the employer
contribution component of the Farm Credit Foundations Defined Contribution / 401(k) Plan. The
Plan was frozen on January 1, 1995. Since December 31, 1984, no new participants have joined
the Plan; hence all Plan participants have completed five years of service and are fully vested in
plan benefits they have earned based on current credited service.

Retirement benefits are paid from pfan assets based upon a pre-defined formuia which considers
safary and credited service, subject to certain limitations. Several benefit payment options are
available, as defined in the Plan document.

Plan Governance

The Farm Credit Foundations Plan Sponsor and Trust Committees provide consideration and
oversight of the benefit plans offered by participating employers of the AgriBank District, U.S.
AgBank District, and Northwest, FCS as defined by the Farm Credit Foundations Administrative
Agreement. There are 49 participating employers across 26 states with over 8500 active
employees. The governance committees are either elected or appointed representatives {senior
leadership and/or Board of Director members) from the participating organizations. The Plan
Sponsor Committee is responsible for decisions regarding benefits at the direction of the
participating employer. The Trust Committee is responsibie for fiduciary and plan administrative
functions.

Funding Policy

The Employers contribute amounts necessary on an actuarial basis to provide the Plan with
sufficient assets to meet the benefits to be paid to participants. The plan’s funding policy is to
contribute amounts which represent normal cost, plus amortization of the unfunded accrued liability
over seven years, plus interest, subject to the full funding limitation or other IRS limitations for each
plan.

Regulatory Compiiance

The Department of Labor has determined the Plan to be a governmental plan; therefore, the Plan is
not subject to the provisions of the Employee Retirement income Security Act of 1974, as amended
{"ERISA").

Plan Administration

The Plan provides that an employes of a participating employer who has adopted the Plan, and
who has satisfied the Plan's eligibifity requirements, will have rights to benefits under the Plan. The
Farm Credit Foundation’s Trust Committee serves as Plan Administrator under the Pian. The Trust
Committee has primary responsibility for administration and interpretation of the Plan and
investment of the Plan assets.

The Farm Credit Foundation’s Trust Committee is the trustee for the Plan assets invested in the
master trust. The trustee supervises and administers all investments and related activities,
incluging such functions as purchases, sales, reinvestment and collection of investment income.
Certain income and expense items of the investments in the master trust are recorded at the
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The Northwest Farm Credit Services Retirement Plan
Notes to Financial Statements
December 31, 2007 and 2006

master trust level. These include investment expenses, interest income and dividends. Wells Fargo
is the custodian of the Plan assets.

Plan Termination

In the event of Plan termination, the present value of benefits due to participants would be
distributed to participants. Plan assets in excess of obligations would be returned to the Employers.
Obfigations and liabilities in excess of assets would be the responsibility of the Employers.

As the Plan is not subject to ERISA, the Plan's benefits are not insured by the Pension Benefit
Guaranty Corporation. Accerdingly, the amount of accumuiated benefits that participants would
receive in the event of the Plan’s termination is contingent on the sufficiency of the Plan's net
assets to provide benefits at that time.

2, Summary of Significant Accounting Policies
A description of the Plan's significant accounting poticies foliows:

Basis of Accounting

The accompanying financial statements are prepared on the accrual basis of accounting in
accordance with accounting principles generally accepted in the United States of America.
Accordingly, income is recorded in the year earned and expenses are recorded in the year
incurred.

Use of Estimates

The preparation of financial statements in conformity with generaily accepted accounting principles
requires management tc make estimates and assumptions that affect the reported amounts of
assets and liabilities, and changes therein, disclosures of contingent assets and liabilities, and the
actuarial present value of accumulated plan benefits at the date of the financial statements. Actual
resuits could differ from those estimates.

Investment Valuation and Income Recognition

Investments are stated at fair market value as determined by the custodian, generaily by reference
to quoted prices in an active market. Master trust interests are valued at the accumulation unit
value, which is calculated based on the fair market value of the underlying investments and other
net assets of the master trust.

Purchases and sales of investments are recorded on a frade date basis. Interest income is accruad
basad on the terms of the underlying investment.

Benefits and Expenses

Benefit payments to participants are recorded upon distribution. All benefit payments and
administrative expenses are paid from Plan assets. Administrative and other expenses of the Plan
censist of legal, actuarial and auditing fees. Certain benefit payment provisions were amended
effective Juiy 1, 2008,

Income Tax Status
The internal Revenue Service {"IRS") has issued a favorable determination letter regarding the
Plan's current nontaxable status. The Plan received its latest determination letter in August 2003,

The Plan has been amended since the latest determination letter. Plan management is of the
opinion that the Plan continues to comply with the applicable sections of the Internal Revenue
Code, and that the related trust, which forms a part of the Plan, is exempt from income tax.
Accordingly, ne provision has been made for federal or state income taxes. Plan management
intends to apply for a new determination ietter with the IRS in 2008.



The Northwest Farm Credit Services Retirement Plan
Notes to Financial Statements
December 31, 2007 and 2006

3. Investments

Interest in Master Trust

A significant portion of the Plan's investments are in a master trust which holds the investment
assets of the Plan, The Eleventh Farm Credit District Employees’ Retirement Plan, The Seventh
Farm Credit District Retirement Plan, Ninth Farm Credit District Pension Plan, and The Farm Credit
Foundations Defined Contribution/401(k} Pian. In the prior year, the master trust only held the
investment assets of the Plan, The Eleventh Farm Credit District Employees’ Retirement Plan, and
The Seventh Farm Credit District Retirement Plan. Each plan’s share of the master trust is
determined by the use of accumulation units, with each unit representing an undivided interest in
the master trust. The pians are credited with units purchased and charged with units to be paid or
forfeited at the monthly accumulation unit value. Net assets, net investment income, gains and
losses and administrative expenses are aflocated to the participating plans based upon the
weighted average units held during the period. The master trust participates in securities lending.
The Plan’s interest in the master trust was approximately 4% at December 31, 2007, and 12%
December 31, 2006.

The following table presents the fair values of investments for the master trust as of

December 31, 2007, and 2006;

2007 2006
Mutual funds $ 1467175486 $ 3166584,311
Common stock 280 447 843 120619176
Pooled separate account 189,293,116 210,681,604
investment insurance contracts 88,928,694 -
Limited partnership 74 204,482
Money market 18,955,474 -
Interesi-bearing cash 7,301,517 -
Coltective trust fund 1,029,136 -
Certificate of deposit 192,122
Government securities 25,795 -
Short-term investments - 86617018
Participant loans 13,252,130 -
Securities lending cash collateral 126,600,316 -
Total investments held by master trust 2,267,406,111 734,602,108
Due to brokers for securities lending {127,639.126) -
Net investments held by master trust $ 2.139,766,985 § 734,602,100
fnvestment income during 2007 and 2006 for the master frust is as follows:
2007 2006
Net appreciation in fair value of investments:
Mutual funds 5 82,100,172 $ 23,879,378
Common stocks 6,284,041 13,923,546
Pooled separate account 5,797 217 -
Investment insurance contracts 3,281,243 -
Collective funds - 27,735,437
Total net appreciation 97,473,573 65 538,359
Interest and dividends 24,782,817 18,717,218
Less: invesiment management expenses 859,030 2,173,298
$ 121,397,360 § 82082278




The Northwest Farm Credit Services Retirement Plan

Notes to Financial Statements
December 31, 2007 and 2006

Securities Lending

The Master Trust has a securities lending program with Wells Fargo Bank, N.A. The Master Trust
requires collaterat with a market value of at least 102% of the market value of the loaned securities
at the time a loan is transacted. Collateral is provided by the borrower and may be held, invested,
or reinvested in certain types of securities.

The fair market value of the securities loaned to Weils Fargo Bank, N.A. was $127.639,126 at
December 31, 2007. The fair value of the collateral accepted by the Master Trust was
$126,600,316 at December 31, 2007. Nc collateral had been sold or repledged at December 31,
2007.

4. Accumuliated Plan Benefits

Accumulated plan benefits are those future periodic payments, including lump-sum distributions,
which are attributable under the Plan's provisions to the service employees have rendered.
Accumulated plan benefits include benefits expectad to be paid te (a) retired or terminated
employees or their beneficiaries, (b) beneficiaries of employees who have died, and {¢) present
employees or their beneficiaries,

The actuarial present value of accumulated pian benefits is determined by the Plan’s actuary oy
applying actuarial assumptions to adjust the accumulated plan benefits to refiect the time value of
money and the probability of payment between the valuation date and the expected date of
payment. The significant assumptions used in the valuations as of January 1, 2008, and 2007, are
defailed in the following table:

Mortality RP-2000 Combined Heslthy Table
Interest rate 8.0 percent per annum
Compensation increases 5.0 percent per annum

The foregoing actuarial assumptions are based on the presumption that the Plan wili continue.
Were the Plan to terminate, different actuarial assumptions and other factors might be agplicable in
determining the actuarial present value of accumulated plan benefits.

The actuarial present value of accumulated plan benefits at December 31, 2007, and 2008, is
summarized as follows:

2007 2006
Actuarial present value of accumulated plan benefits
Vested benefits
Participants and beneficiaries currently receiving
payments $ 47549666 § 42,971,588
Other participants 17,225,421 23,755 810
Total vested benefits 64775087 66,727,398
Nonvested benefits 2520,146 2625 404
Actuarial present value of accumulated plan
benefts $ 67295233 % 69352802

Vested benefits reflect benefits based on current credited service. Nonvested benefits reflect
benefits based on credited service not yet earned and future events.



The Northwest Farm Credit Services Retirement Plan
Notes to Financial Statements
December 31, 2007 and 2006

The change in actuarial present value of accumulated plan benefits for the years ended December
31, 2007, and 2006, is summarized as follows:

2007 2008
Actuarial present value of accumulated plan benefis,
beginning of year $ 69,352,802 $ 68,332,715
Increase (decrease) during the year attributable to
Interest 5,251,277 5,447 863
Pian amendments 206,373 54 852
Changes in actuarial assumptions 683,517 -
Benefits accumulated and experience changes 2,258,385 12,947
Benefits paid (10,457,121) {56,495,575)
Net {decrease) increase (2,057 569) 20,087
Actuariai present value of accumulated plan benefits,
end cof year $ 67,2857233 5 69352802

The Plan was amended to increase the IRS 415 limitation on benefits, resulting in an increase in
accurmulated plan henefits of $206,373 in 2007 and $54,852 in 2008,

In 2007, all current and future terminated vested participants were assumed to commence benefits
at age 60 rather than age 62. This change in actuariai assumption resulted in an increase in
accumuiated benefits of $683,517.

5. Risks and Uncertainties

The Plan provides for investment in a variety of investment funds. In genergl, investments are
exposed to various risks, such as interest rate, cregit and overall markat volatility risk. Due to the
ievel of risk associated with certain investments, it is reasonably possible that changes in the
values of the investments will occur in the near term and that such changes could materially affect
the amaunts reported in the statement of net assets avaitable for benefits.

Plan contributions and the actuarial present value of accumulated plan benefits are caiculated
based on certain assumptions pertaining to interest rates, inflation rates, long-term return on
investments and mortality, all of which are subject to change. Due to uncertainties inherent in the
estimation process, it is at least reasonably possible that changes in these estimates in the near
term would be material to the financial statements.

6. Related Party

AgriBank, FCB, paid expenses on behalf of the Plan and was reimbursed by the Pian for those
expenses.



