UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the quarterly period ended November 30, 2018
OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to

Commission File Number: 1-7102

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

(Exact name of registrant as specified in its charter)

District of Columbia 52-0891669

(State or other jurisdiction of incorporation or organization) (LR.S. Employer Identification No.)

20701 Cooperative Way, Dulles, Virginia, 20166
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code: (703) 467-1800

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such
reports), and (2) has been subject to such filing requirements for the past 90 days. Yes @ NoOl

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be submitted
pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that
the registrant was required to submit such files). Yes® NoOl

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a smaller
reporting company, or an emerging growth company. See the definitions of “large accelerated filer,” “accelerated filer,” “smaller
reporting company,” and “emerging growth company” in Rule 12b-2 of the Exchange Act.

99 ¢

Large accelerated filer [0 Accelerated filer 0 Non-accelerated filer® Smaller reporting company] Emerging growth company [J

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transaction period for
complying with any new or revised financial accounting standards provided pursuant to Section13(a) of the Exchange Act. O

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes No




TABLE OF CONTENTS

PART I — FINANCIAL INFORMATION ...ttt et ettt e et s e st e e staeesenaeessnneessneeeenns
Item 1. FINANCIAL STATEIMENTS ...vvvviiiiiiiiiiee ettt ee ettt e e e e ettt e e e e seataeeeeseestareeessesaaeeeesesnaseeeessnnaneeesaan

Condensed Consolidated Statements 0f INCOME. ......coouvviiiiiiiiiiieii et

Condensed Consolidated Statements of Comprehensive INCOME .........coveveeveeeeciieeecieeeeeee e

Condensed Consolidated Balance SNEELS ........ccveiieveiiiiuiieeeiie ettt eere e ereeeenaeee e

Condensed Consolidated Statements of Changes in EQUItY .......ccevvieevirieriieieniieieie e
Condensed Consolidated Statements 0f CasSh FIOWS........ooivuviiiiiieiiiiieeieiee et

Notes to Condensed Consolidated Financial Stat€ments..........oovvvviviiiiiiiieieiieiieeee et eeeieee e

Note 1 — Summary of Significant Accounting POIICIES.......cecueeeeriieiierierierieie e
Note 2 — Variable INtereSt ENTItIES. .......oeooviiieeeeeiieee et ettt et eereeeeneeeenreeeenns

Note 3 — INVESMENt SECUITEIES. ...uvieeuieerieirieeieeteeereeereecreeeteeeireesteeetreeeveestaeeseesaseeseessseeseesseeens
INOLE 4 —— LLOAMS ..uvviieeiieeeeiiee ettt e ettt e ettt e e sateeeetaeeeaaeeesaaeeeensseeeassaeasaseseansseeasseeesaseeesnsseeanes
Note 5 — Allowance for LOAN LOSSES .......ccueeeeeicrieeeieeteecteeeteeeteeeteeeteeeeveeeteeeeveeeaaeeeaeeeteeeeseeeseeens
Note 6 — Short-Term BOITOWINES .......cc.eeeeiuiiieeiieeetie et e eeie e eeteeeeeeeeeeaeeeeaeeeeeaeeeeeaveeeeseeeenaeeeas
Note 7 — Long-Term DEDE .....c..oiieeieiiiee e e eaee e e e ean
Note 8 — Subordinated Deferrable Debt.........c.ccciieiieiieiiieiieeie ettt
Note 9 — Derivative Instruments and Hed@ing ACHIVITIES ........ccveevveeeeeevreeeieereecieereeeieeeereeeree s
INOLE 10 —— EQUILY cuvieviieeiieciie ettt ettt ettt et et e e ete e s aeeteeeaseeetaeeaseebeeesaeenseesaseenseestseeseenseeens
INOLE 11 —— GUATANTEES ..vveeeevvieeiiieeeitieeeieeeeetteeeeteeeeteeeeetseeeetaeeesaeeeetseeeeaseeesaseseesseeenssesessesesseaeanns
Note 12 — Fair Value MEaSUICIMENL ...........ceiuiiieeeieeitieeeitieeeeteeeeteeeeeteeeeeaeeeeaeeeeeaeeeeesreeeeseeeenseeeas
Note 13 — BUSINESS SCEIMENLS ......eoeuveeiieeeeeetieeeeteeeeteeeeeteeeeeaeeeeeaeeeeeaeeeeeaeeeeaeeeeeaeeeeereeeeneeeeeseeeas

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations (“MD&A”)..

Forward-LooKIiNg StATEIMIENLS .......ccveiieeeeieiieeeeeeeeetee e et eeeete e eeeeeeeaeeeeeteeeeenneeeeaeeeenaseeeeneeeesnseeeentreeens

T80 a 18115 o) o FUU RSO RRRRRTR
Summary of Selected FINancial DAta ...........oocviiiiiiiiiiiiiieeiee ettt e e e e s eeeeeeeaas

EXECULIVE SUMIMATY ...eutieitetieiieete ettt ettt ettt st ettt et e st e bt ee e bt es e et e emeesbeeneesaeenaesaeenbeeneesesneenseeneans
Critical Accounting Policies and ESHIMALES ..........oiiiiiuiiiiiiiiiiiieee ettt e eearee e

Accounting Changes and Other DeVelOPMENLS .........covieiereieierieie sttt
Consolidated ReSUltS Of OPETAtIONS. .........eccvveeeeureeeeeieeeteeeeetreeeeeeeeeeteeeeetreeeeaeeeeeaeeeenaeeeeeseeeeseeeenseeeens

Consolidated Balance SHEEt ANALYSIS........ccuveiieuviriieieeiieieeeteeeeeeeeeeeeeeeeteeeeeaeeseaeesenseeesenaesesseesenaeeeens

Off-Balance Sheet AITANGEIMNENLS .......ocveeiieieeeeeiieeeeeeeeteeeeeeeeeeeeeeseeeeeesseeeeeaeessseessssseeseseeesseessnseeesns

R Y F T (=) 14 1=) oL PR

(O3 CTe LU0 T SRR

LAQUIAIEY RISK 1.vvevietieiieiieiieiieit ettt ettt ettt ettt ettt eteeteese et e beesessessessessessessensassessessassasseseaseasens
IMEATKEE RISK ...ttt e et eeaa e e et e e eeae e e eeaaeeeeaaeeeenaeeeeenneeeenseesenseeeeenneeesnseeeeareeens

NON-GAAP FINANCIAL MEASUIES .....uvveeeerieeieieeeeeieeeeeeeeeeeeeeeeeteeeeeneeeeenaeeeeeteeeeessesesnsesenaeeesenneseeseeeenneeeas

Item 3. Quantitative and Qualitative Disclosures about Market RiSK .........cocouviiiuiiiiiiiiiiiieceeeeeeeee e

Item 4. Controls ANd PLOCEAUIES .....uvvviiiiieiiiiieeeeeiee ettt ee e e e e et aae e e s e e eaaaeeessesaseeeeesssataeeeessnnnes

PART II—OTHER INFORMATION ...ttt e ettt e e e e et e e e e seaaeeeesesaaateesessnseeesssssnnseeeesssnes
Item 1. LAl PIOCEEAINES .. .vveeeevvee et e e e e ettt e e e e e et e e et e e eeaaeeeenaeeeenteeeeaneeeeaneeeenseeeennreseneeean

|73 00 s W R 1Y 2Ty o) ¢ VTR

Item 2. Unregistered Sales of Equity Securities and USe Of PrOCEEAS ......uvvvivviiiiviiiiiieeceeeeeeeee e

Item 3. Defaults UpPOn SENIOT SECUITTIES ...cuvvvviiiiiiiieeieeeeeiieeeeeeeeteeeeeeeeetreeeeeeerateseeeesetareeessessaeeeeesssstreesessssarereessnn

Item 4. MINE SATELY DISCIOSUIES ....vvvveieeiiieiiiee e ettt e eeeee e e ee et e e e e ettt e e e e seataseeessessaseeesssssaseeeesssnsseesessnnaeeeeesan

Item 5. (111153 FoN o) 00V:15 o) 1 NN TR

Item 6. EXIIDIES ..ottt e e et e ettt e e e e e et e e et e e et e e eat e e ettt e anarteeeaeeeereeeeareeerneean

SIGNATURES

~

)
)

(]

[N N
|o|\o|oo|\1l—‘

()]
—

B [N (N N = 0 [0 [0 [0 [N [N [N [ [ [» L b |w [
& RIS RIS 1S 1o 100 100 10 1o 1= 1= 1= B[R IBRBIRRE BRI IGBIS ]

2w

O [\© |\© |[\© |\© [\© |\ |\©
SEEEERERE

|\o
w



INDEX OF MD&A TABLES

Table Description Page
1 Summary of Selected Financial Data .............oooooiiiiiiiiiiiie e e e 3
2 Average Balances, Interest Income/Interest Expense and Average Yield/Cost.......ccececereneninencnencnnenn 10
3 Rate/Volume Analysis of Changes in Interest Income/Interest EXpense...........cccovvvevievveriereenencienieeiennenns 13
4 INON-INEEIEST TNCOMIE ...ttt sttt s h et b et e bt e bt e st e bt eatesbeentesaeeneeeee 15
5 Derivative Average Notional Amounts and Average Interest Rates ...........cocooevverienieiniinicninincninencnennes 16
6 Derivative Gaing (LLOSSES) ...evieierrieiieriieieriteteseetestetestteteestesseestesseessesseessesseessesseessesssensesssessesssensenssensenns 17
7 INON-INEEIEST EXPEIISE ...ttt ettt ettt ettt ettt se et s bt e bees e e beeme e bt entesbeenteeneeneeeae 18
8 Loans Outstanding by Type and Member Class.........c.cceiriririnirininenenenteieteeeeee e 19
9 Historical Retention Rate and Repricing SeleCtion .........c.cceeveriieiieriieienieieeeeieseeie et esesseesae e e 20
10 Total Debt OULSTANAING. ......cccvieuieiieiet ettt ettt ettt et e sttt esbeetesbe e besbeenteeseenbeeseenteens 21
11 MEMDBDET TNVESIINICIILS .......evieniieeieiieieet ettt et e e st e et e e e st e teeseeseesee st eneesseensesseensesseensesseensesnsensennnensenns 22
12 COllAteral PIEAGEA .......eovieiieiieiieii ettt sttt ettt e et e e st e st e st e sseessesseessesseensesssessenssansenssensenns 23
13 UNENnCUMDBEIEd LOAMS .......oouiiiiiiieieeiiet ettt b et b et b et eea e bt e s e e naeeseesbeentesbeeneenneas 24
14 EIQUILY ettt et h b ettt ettt et b bbb bt sttt et e neen 25
15 GUAraNteEs OULSTANAING.......ccvieieriieieriieteie ettt ete st ete et ebe et ebeeseesseeste st essesseessesseessesseessesssessesssesenssensenns 26
16 Maturities of Guarantee ODlIZAtIONS ........ccueeriiiiiirieiieie ettt st sbe e s e b eaeeneeene 27
17 Unadvanced Loan COMMILIMENTS ..........eecuerieriirieriieiesteeiestesee st eeesseeaesseessesseessesseensesseessesnsessesnsessesnsesses 27
18 Notional Maturities of Unadvanced Loan COMMITMENLES .........cceruirierierienierienienieieieeee e 27
19 Maturities of Notional Amount of Unconditional Committed Lines of Credit..........ccoceveriinenieninienenne 28
20 Loan Portfolio Security PrOfIle .......coeoiiiiiriininiicecet ettt 30
21 Credit Exposure to 20 Largest BOITOWETS .........c.ccviiieriiiieiieiesiieiesieeeesteetesseeaesreesesseessesssessesssesesssessenns 31
22 Troubled Debt Restructured LOANS. .........ooeiiiiiiieiieee ettt st 33
23 AllOWANCE fOr LOAN LOSSES ....vevveuiieiietieieriieieeie ettt ettt et st et e st e te s st este et e enseeneenseeseenseeneessesnsesseensennean 34
24 Rating Trig@ers fOr DErIVALIVES ......ccueviiiiiieiecieieceeie ettt ste e saeetesseesaesseessesseessesssessesssansenssensenns 35
25 F 31 1) (S 5 Ta LU T L1 OO TP P 36
26 Committed Bank Revolving Line of Credit AGIEemMENtS .........ccceeereriiriererienieieieteieieeeeiesesie e 37
27 Short-Term Borrowings—Funding SOUICES.........c.cccveriirieriieierieeerie ettt ste e ste s ereesesseeaeeeas 39
28 ShOTt-TErM BOTTOWINES .. ..cettitietiiiietieiiest ettt ettt ettt et et s e bt es e be et esbeemtesbeenteebeeneeebeeneeeee 39
29 Issuances and Maturities of Long-Term and Subordinated Debt ............ccccoeveviiniinniininininnncnceee 40
30 Principal Maturity of Long-Term and Subordinated Debt ...........cccocveiinieciinieniiiieieceee e 40
31 Projected Sources and Uses of LiQUidity.......ccooeerueiierienieiieieeee ettt 41
32 CrEdit RALIIES .ottt ettt ettt et ettt et e et ebe e bt bt e bt sbesa et beneeneen 42
33 Interest Rate GaP ANALYSIS .....icieriieieiiieieieete ettt ete sttt et e s aesteeseesseestesseessesseessesseessesssessesssensesssensenns 44
34 Adjusted Financial Measures—Income Statement ............cccoooeeiiiiiiiriienieienieeecee e 45
35 TIER and AdJUSted TIER ........ccoociiiiiiiiiitieiecieeteiet ettt ettt sttt be b e b esbessessessesseseaseesesseeseesessessensan 45
36 Adjusted Financial Measures—Balance Sheet..........c.ccvvvveriiiiiiieieiicieeecieceee et 46
37 Debt-to-EqQUITY RALIO ..coutiiieiieiie ettt ettt ettt sae et s b et e se e b eseenteene 46
38 IMEMDETS” EQUILY .euvenieitiiieiteeeieeee ettt ettt ettt ettt ebe bt sbesa et st naeneen 46



PART I—FINANCIAL INFORMATION

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations (“MD&A”)

FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains certain statements that are considered “forward-looking statements” within
the Securities Act of 1933, as amended, and the Securities Exchange Act of 1934, as amended. Forward-looking statements,
which are based on certain assumptions and describe our future plans, strategies and expectations, are generally identified
by our use of words such as “intend,” “plan,” “may,” “should,” “will,” “project,” “estimate,” “anticipate,” “believe,”
“expect,” “continue,” “potential,” “opportunity” and similar expressions, whether in the negative or affirmative. All
statements about future expectations or projections, including statements about loan volume, the appropriateness of the
allowance for loan losses, operating income and expenses, leverage and debt-to-equity ratios, borrower financial
performance, impaired loans, and sources and uses of liquidity, are forward-looking statements. Although we believe that
the expectations reflected in our forward-looking statements are based on reasonable assumptions, actual results and
performance may differ materially from our forward-looking statements due to several factors. Factors that could cause
future results to vary from our forward-looking statements include, but are not limited to, general economic conditions,
legislative changes including those that could affect our tax status, governmental monetary and fiscal policies, demand for
our loan products, lending competition, changes in the quality or composition of our loan portfolio, changes in our ability to
access external financing, changes in the credit ratings on our debt, valuation of collateral supporting impaired loans,
charges associated with our operation or disposition of foreclosed assets, technological changes within the rural electric
utility industry, regulatory and economic conditions in the rural electric industry, nonperformance of counterparties to our
derivative agreements, the costs and effects of legal or governmental proceedings involving us or our members and the
factors listed and described under “Item 1A. Risk Factors” in our Annual Report on Form 10-K for the fiscal year ended
May 31, 2018 (“2018 Form 10-K”). Except as required by law, we undertake no obligation to update or publicly release any
revisions to forward-looking statements to reflect events, circumstances or changes in expectations after the date on which
the statement is made.
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INTRODUCTION

National Rural Utilities Cooperative Finance Corporation (“CFC”) is a member-owned cooperative association incorporated
under the laws of the District of Columbia in April 1969. CFC’s principal purpose is to provide its members with financing
to supplement the loan programs of the Rural Utilities Service (“RUS”) of the United States Department of Agriculture
(“USDA”). CFC makes loans to its rural electric members so they can acquire, construct and operate electric distribution,
generation and transmission (“power supply”) systems and related facilities. CFC also provides its members with credit
enhancements in the form of letters of credit and guarantees of debt obligations. As a cooperative, CFC is owned by and
exclusively serves its membership, which consists of not-for-profit entities or subsidiaries or affiliates of not-for-profit
entities. CFC is exempt from federal income taxes under Section 501(c)(4) of the Internal Revenue Code. As a member-
owned cooperative, CFC’s objective is not to maximize profit, but rather to offer members cost-based financial products and
services. CFC funds its activities primarily through a combination of public and private issuances of debt securities, member
investments and retained equity. As a Section 501(c)(4) tax-exempt, member-owned cooperative, we cannot issue equity
securities.

Our financial statements include the consolidated accounts of CFC, National Cooperative Services Corporation (“NCSC”),
Rural Telephone Finance Cooperative (“RTFC”) and subsidiaries created and controlled by CFC to hold foreclosed assets
resulting from defaulted loans or bankruptcy. NCSC is a taxable member-owned cooperative that may provide financing to
members of CFC, government or quasi-government entities which own electric utility systems that meet the Rural
Electrification Act definition of “rural” and for-profit and nonprofit entities that are owned, operated or controlled by, or
provide significant benefits to certain members of CFC. RTFC is a taxable Subchapter T cooperative association that
provides financing for its rural telecommunications members and their affiliates. CFC did not hold, and did not have any
subsidiaries or other entities that held, foreclosed assets as of November 30, 2018 or May 31, 2018. See “Item 1. Business—
Overview” in our 2018 Form 10-K for additional information on the business activities of each of these entities. Unless
stated otherwise, references to “we,” “our” or “us” relate to CFC and its consolidated entities. All references to members
within this document include members, associates and affiliates of CFC and its consolidated entities.
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Our principal operations are currently organized for management reporting purposes into three business segments: CFC,
NCSC and RTFC. Loans to members totaled $25,294 million as of November 30, 2018, of which 96% was attributable to
CFC. Total revenue, which consists of net interest income and fee and other income, was $153 million for the six months
ended November 30, 2018, of which 99% was attributable to CFC. We provide information on the financial performance of
each of our business segments in “Note 13—Business Segments.”

Management monitors a variety of key indicators to evaluate our business performance. The following MD&A is intended
to provide the reader with an understanding of our consolidated results of operations, financial condition and liquidity by
discussing the factors influencing changes from period to period and the key measures used by management to evaluate
performance, such as net interest income, net interest yield, loan growth, debt-to-equity ratio, and credit quality metrics. The
MD&A section is provided as a supplement to, and should be read in conjunction with our unaudited condensed
consolidated financial statements and related notes in this Report, our audited consolidated financial statements and related
notes in our 2018 Form 10-K and additional information contained in our 2018 Form 10-K, including the risk factors
discussed under “Part [—Item 1A. Risk Factors,” as well as any risk factors identified under “Part [I—Item 1A. Risk
Factors” in this Report.

SUMMARY OF SELECTED FINANCIAL DATA

Table 1 provides a summary of consolidated selected financial data for the three and six months ended November 30, 2018
and 2017, and as of November 30, 2018 and May 31, 2018. In addition to financial measures determined in accordance with
generally accepted accounting principles in the United States (“GAAP”’), management also evaluates performance based on
certain non-GAAP measures and metrics, which we refer to as “adjusted” measures. Certain financial covenant provisions in
our credit agreements are also based on non-GAAP financial measures. Our key non-GAAP financial measures are adjusted
net income, adjusted net interest income, adjusted interest expense, adjusted net interest yield, adjusted times interest earned
ratio (“adjusted TIER”) and adjusted debt-to-equity ratio. The most comparable GAAP measures are net income, net interest
income, interest expense, net interest yield, TIER and debt-to-equity ratio, respectively. The primary adjustments we make
to calculate these non-GA AP measures consist of (i) adjusting interest expense and net interest income to include the impact
of net periodic derivative cash settlements; (ii) adjusting net income, senior debt and total equity to exclude the non-cash
impact of the accounting for derivative financial instruments; (iii) adjusting senior debt to exclude the amount that funds
CFC member loans guaranteed by RUS, subordinated deferrable debt and members’ subordinated certificates; and (iv)
adjusting total equity to include subordinated deferrable debt and members’ subordinated certificates and exclude
cumulative derivative forward value gains and losses and accumulated other comprehensive income (“AOCI”). We believe
our non-GAAP adjusted measures, which are not a substitute for GAAP and may not be consistent with similarly titled non-
GAAP measures used by other companies, provide meaningful information and are useful to investors because management
evaluates performance based on these metrics, and certain financial covenants in our committed bank revolving line of
credit agreements and debt indentures are based on adjusted measures. See “Non-GAAP Financial Measures” for a detailed
reconciliation of these adjusted measures to the most comparable GAAP measures.



Table 1: Summary of Selected Financial Data

Three Months Ended November 30,

Six Months Ended November 30,

(Dollars in thousands) 2018 2017 Change 2018 2017 Change
Statement of income

Interest iNCOME .......coceveeeveereennnne. $ 281,253 § 265,823 6% $ 559,744 § 531,738 5%
Interest eXpense ..........ceeervereeneee. (204,166) (195,170) 5 (414,397) (387,901) 7
Net interest income...................... 77,087 70,653 9 145,347 143,837 1
Fee and other income................... 4,321 5,542 (22) 7,506 9,487 21)
Total revenue ..........cccveveeveeenee.. 81,408 76,195 7 152,853 153,324 —
Benefit for loan losses.................. 1,788 304 488 1,897 602 215
Derivative gains ....................... 63,343 125,593 (50) 70,526 79,395 (11)
N oreclosed assete s — 1) = — EONR
Operating expenses™................. (23,870) (21,914) 9 (47,075) (43,550) 8
Other non-interest expense.......... (2,700) (618) 337 (10,194) (1,140) 794
Income before income taxes........ 119,969 179,550 (33) 168,007 188,597 (11
Income tax expense ..................... (243) 827) (7)) (303) (859)  (65)
Net inCOMeE.....coevvererirrrereieens $ 119,726 $ 178,723 (33) $ 167,704 $ 187,738 (11
Adjusted operational financial

measures

Adjusted interest expense®.......... $ (215971) $ (214,805) 1%  $ (439,031) $ (427,758) 3%
Adjusted net interest income®..... 65,282 51,018 28 120,713 103,980 16
Adjusted net income™ ............... 44,578 33,495 33 72,544 68,486 6
Selected ratios

Fixed-charge coverage ratio/

TIER™ oo, 1.59 192  (33)bps 1.40 148  (8)bps
Adjusted TIER® .._.........ccoo.coo..... 1.21 1.16 5 1.17 1.16 1
Net interest yield®...................... 1.19% 1.12% 7 1.12% 1.14% (2
Adjusted net interest yield®© ... 1.01 0.81 20 0.93 0.83 10



November 30, May 31,

2018 2018 Change
Balance sheet
Cash, cash equivalents and
restricted cash..........c....c.o.... $ 242,932 $ 238,824 2%
Investment securities ................... 645,059 609,851 6
Loans to members”..................... 25,294,175 25,178,608 —
Allowance for loan losses............ (16,904) (18,801) (10)
Loans to members, net................. 25,277,271 25,159,807 —
Total assets......ccouvvvevevevneieeeieinnnes 26,829,758 26,690,204 1
Short-term borrowings................. 4,100,606 3,795,910 8
Long-term debt ..........ccoeeveeueennnnn. 18,477,156 18,714,960 (1)
Subordinated deferrable debt....... 742,480 742,410 —
Members’ subordinated
certificatesS.......ooovvvvvveeeiinennne 1,376,689 1,379,982 —
Total debt outstanding................. 24,696,931 24,633,262 —
Total liabilities...........ccccoverreennnne. 25,202,620 25,184,351 —
Total equity......cccevveveriieieriieiene 1,627,138 1,505,853 8
Guarantees™ ..........c.cooveeevrennnn 771,422 805,161 4)
Selected ratios period end
Allowance coverage ratio® ....... 0.07% 0.07% — bps
Debt-to-equity ratio"”................. 15.49 16.72 (123)
Adjusted debt-to-equity ratio™.... 6.15 6.18 3)

** Calculation of percentage change is not meaningful.

Deonsists of interest rate swap cash settlements and forward value gains (losses). Derivative cash settlement amounts represent net periodic contractual
interest accruals related to derivatives not designated for hedge accounting. Derivative forward value gains (losses) represent changes in fair value
during the period, excluding net periodic contractual interest accruals, related to derivatives not designated for hedge accounting and expense amounts
reclassified into income related to the cumulative transition loss recorded in accumulated other comprehensive income as of June 1, 2001, as a result of
the adoption of the derivative accounting guidance that required derivatives to be reported at fair value on the balance sheet.

@Consists of salaries and employee benefits and the other general and administrative expenses components of non-interest expense, each of which are
presented separately on our consolidated statements of income.

®)See “Non-GAAP Financial Measures” for details on the calculation of these non-GAAP adjusted measures and the reconciliation to the most comparable
GAAP measures.

@Calculated based on net income (loss) plus interest expense for the period divided by interest expense for the period. The fixed-charge coverage ratios
and TIER were the same during each period presented because we did not have any capitalized interest during these periods.

)Calculated based on annualized net interest income for the period divided by average interest-earning assets for the period.

©®)Calculated based on annualized adjusted net interest income for the period divided by average interest-earning assets for the period.

Deonsists of the outstanding principal balance of member loans plus unamortized deferred loan origination costs, which totaled $11 million as of both
November 30, 2018 and May 31, 2018.

®Reflects the total amount of member obligations for which CFC has guaranteed payment to a third party as of the end of each period. This amount
represents our maximum exposure to loss, which significantly exceeds the guarantee liability recorded on our consolidated balance sheets. See “Note 11
—Guarantees” for additional information.

O)Calculated based on the allowance for loan losses at period end divided by total outstanding loans at period end.

(9¢Calculated based on total liabilities at period end divided by total equity at period end.



EXECUTIVE SUMMARY

Our primary objective as a member-owned cooperative lender is to provide cost-based financial products to our rural electric
members while maintaining a sound financial position required for investment-grade credit ratings on our debt instruments.
Our objective is not to maximize net income; therefore, the rates we charge our member-borrowers reflect our adjusted
interest expense plus a spread to cover our operating expenses, a provision for loan losses and earnings sufficient to achieve
interest coverage to meet our financial objectives. Our goal is to earn an annual minimum adjusted TIER of 1.10 and to
maintain an adjusted debt-to-equity ratio at approximately or below 6.00-to-1.

We are subject to period-to-period volatility in our reported GAAP results due to changes in market conditions and
differences in the way our financial assets and liabilities are accounted for under GAAP. Our financial assets and liabilities
expose us to interest-rate risk. We use derivatives, primarily interest rate swaps, as part of our strategy in managing this risk.
Our derivatives are intended to economically hedge and manage the interest-rate sensitivity mismatch between our financial
assets and liabilities. We are required under GAAP to carry derivatives at fair value on our consolidated balance sheet;
however, the financial assets and liabilities for which we use derivatives to economically hedge are carried at amortized
cost. Changes in interest rates and spreads result in periodic fluctuations in the fair value of our derivatives, which may
cause volatility in our earnings because we do not apply hedge accounting for our interest rate swaps. As a result, the mark-
to-market changes in our interest rate swaps are recorded in earnings. Based on the composition of our interest rate swaps,
we generally record derivative losses in earnings when interest rates decline and derivative gains when interest rates rise.
This earnings volatility generally is not indicative of the underlying economics of our business, as the derivative forward
fair value gains or losses recorded each period may or may not be realized over time, depending on the terms of our
derivative instruments and future changes in market conditions that impact the periodic cash settlement amounts of our
interest rate swaps. As such, management uses our adjusted non-GAAP results to evaluate our operating performance. Our
adjusted results include realized net periodic interest rate swap settlement amounts but exclude the impact of unrealized
forward fair value gains and losses. Our financial debt covenants are also based on our non-GAAP adjusted results, as the
forward fair value gains and losses related to our interest rate swaps do not affect our cash flows, liquidity or ability to
service our debt.

Financial Performance
Reported Results

We reported net income of $120 million and a TIER of 1.59 for the quarter ended November 30, 2018 (“current quarter”),
compared with net income of $179 million and a TIER of 1.92 for the same prior-year quarter. We reported net income of
$168 million and a TIER of 1.40 for the six months ended November 30, 2018, compared with net income of $188 million
and a TIER of 1.48 for the same prior-year period. Our debt-to-equity ratio decreased to 15.49 as of November 30, 2018,
from 16.72 as of May 31, 2018, primarily due to an increase in equity resulting from our reported net income of $168
million for the six months ended November 30, 2018, which was partially offset by patronage capital retirement of $48
million in August 2018.

The decrease in reported net income of $59 million in the current quarter from the same-prior year quarter was primarily due
to a decrease in derivative gains of $63 million. We recognized derivative gains of $63 million in the current quarter,
compared with derivative gains of $126 million in the same prior-year quarter. The derivative gains in both periods were
attributable to increases in the fair value of our pay-fixed swaps as interest rates increased across the swap curve during each
period. The rise in medium- and longer-term rates, however, was not as pronounced during the current quarter, which
resulted in lower derivative gains relative to the same prior-year quarter. The decrease in derivative gains of $63 million was
partially offset by an increase in net interest income of $6 million. The increase in net interest income resulted from the
combined impact of an increase in the net interest yield of 7 basis points to 1.19% and an increase in average interest-
earning assets of $766 million, or 3%.

The decrease in our reported net income of $20 million for the six months ended November 30, 2018 was primarily driven
by a decrease in derivative gains of $8 million, a loss on the early extinguishment of debt of $7 million and an increase in
operating expenses of $4 million. We recognized derivative gains of $71 million for the six months ended November 30,
2018, compared with derivative gains of $79 million during the comparable prior-year period. Net interest income increased
slightly by $2 million, driven by an increase in average interest-earning assets of $918 million, or 4%, which was partially
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offset by a decline in the net interest yield of 2 basis points to 1.12%. The decline in the net interest yield was largely
attributable to an increase in our overall average cost of funds due to a higher average cost for our short-term and variable-
rate borrowings as a result of the rise in short-term interest rates.

On July 12, 2018, we early redeemed $300 million aggregate principal amount of our 10.375% collateral trust bonds due
November 1, 2018, and repaid the remaining $700 million principal amounts of these bonds at maturity. We replaced this
higher-cost debt with lower cost funding, which reduced our interest expense and had a favorable impact on our average
cost of funds and net interest yield for the current quarter and six months ended six months ended November 30, 2018.

Adjusted Non-GAAP Results

Our adjusted net income totaled $45 million and our adjusted TIER was 1.21 for the current quarter, compared with adjusted
net income of $33 million and adjusted TIER of 1.16 for the same prior-year quarter. Our adjusted net income totaled $73
million and our adjusted TIER was 1.17 for the six months ended November 30, 2018, compared with adjusted net income
of $68 million and adjusted TIER of 1.16 for the same prior-year period. Our adjusted debt-to-equity ratio decreased to 6.15
as of November 30, 2018, from 6.18 as of May 31, 2018, primarily attributable to an increase in adjusted equity due to our
adjusted net income of $73 million, which was partially offset by the patronage capital retirement of $48 million.

The increase in adjusted net income of $12 million, or in the current quarter from the same prior-year quarter was primarily
driven by an increase in adjusted net interest income of $14 million, which was partially offset by an increase in operating
expenses of $2 million. The increase in adjusted net interest income was driven by an increase in the adjusted net interest
yield of 20 basis points to 1.01% and the increase in average interest-earning assets. The increase in the adjusted net interest
yield reflected the combined impact of an increase in the average yield on interest-earning assets of 11 basis points to 4.34%
and a decline in our adjusted average cost of funds of 10 basis points to 3.53%.

The increase in adjusted net income of $5 million during the six months ended November 30, 2018, was primarily driven by
an increase in adjusted net interest income of $17 million, which was partially offset by the loss on the early extinguishment
of debt of $7 million and an increase in operating expenses of $4 million. The increase in adjusted net interest income was
attributable to an increase in the adjusted net interest yield of 10 basis point to 0.93% and the increase in average interest-
earning assets. The increase in the adjusted net interest yield reflected the combined impact of an increase in the average
yield on interest earning assets of 6 basis points to 4.29% and a decline in our adjusted average cost of funds of 3 basis
points to 3.57%.

The decrease in the average cost of funds in the current quarter and for the six months ended November 30, 2018 was
primarily due to a reduction in adjusted interest expense from the early redemption and maturity of the $1 billion aggregate
principal amount of the 10.375% collateral trust bonds and a reduction in net periodic derivative cash settlement amounts.
The reduction in net periodic derivative cash settlements was attributable to the rise in short-term interest rates, which
resulted in an increase in the periodic floating interest rate amounts due to us on our pay-fixed swaps, as the floating interest
rate payment amounts are typically determined based on the 3-month London Interbank Offered Rate (“LIBOR”).

Lending Activity

Loans to members totaled $25,294 million as of November 30, 2018, an increase of $116 million from May 31, 2018. CFC
distribution loans increased by $261 million, which was partially offset by decreases in CFC power supply loans, NCSC
loans and RTFC loans of $133 million, $19 million and $8 million, respectively.

Long-term loan advances totaled $814 million during the six months ended November 30, 2018, with approximately 83% of
those advances for capital expenditures by members and 14% for the refinancing of loans made by other lenders. In
comparison, long-term loan advances totaled $1,127 million during the prior year six months ended November 30, 2017,
with approximately 58% of those advances for capital expenditures and 31% for refinancing of loans made by other lenders.
The decrease in long-term loan advances from the same prior-year period reflects weaker demand from borrowers, due in
part to more limited refinancings by our members of loans made by other lenders. In addition, although growth in U.S.
electricity consumption has been relatively stagnant over the last several years, many of our members had an overall more
profitable year due to an increase in electricity consumption as a result of weather conditions, which reduced their need for
long-term borrowings.



CFC had long-term fixed-rate loans totaling $439 million that were scheduled to reprice during the six months ended
November 30, 2018. Of this total, $296 million repriced to a new long-term fixed rate; $88 million repriced to a long-term
variable rate; and $55 million was repaid in full.

Credit Quality

The overall credit quality of our loan portfolio remained high as of November 30, 2018, as evidenced by our strong credit
performance metrics. We had no delinquent or nonperforming loans as of November 30, 2018, and no loan defaults or
charge-offs during the six months ended November 30, 2018. Outstanding loans to electric utility organizations represented
approximately 99% of total outstanding loan portfolio as of November 30, 2018, unchanged from May 31, 2018. We
historically have had limited defaults and losses on loans in our electric utility loan portfolio. We generally lend to members
on a senior secured basis, which reduces the risk of loss in the event of a borrower default. Of our total loans outstanding,
93% were secured and 7% were unsecured as of both November 30, 2018 and May 31, 2018.

Financing Activity

We issue debt primarily to fund growth in our loan portfolio. As such, our outstanding debt volume generally increases and
decreases in response to member loan demand. Total debt outstanding increased by $64 million to $24,697 million as of
November 30, 2018, from May 31, 2018, resulting from the modest increase in loans to members. Increases in dealer
medium-term notes of $272 million and in member commercial paper, select notes and daily liquidity fund notes of $433
million were largely offset by decreases in collateral trust bonds and Federal Agricultural Mortgage Corporation (“Farmer
Mac”) notes payable of $553 million and $128 million, respectively. Outstanding dealer commercial paper of $1,059 million
as of November 30, 2018 was below our targeted limit of $1,250 million.

On October 31, 2018, we issued $325 million aggregate principal amount of 3.90% collateral trust bonds due 2028 and $300
million aggregate principal amount of 4.40% collateral trust bonds due 2048.

On November 15, 2018, we closed on a $750 million committed loan facility (“Series N”’) from the Federal Financing Bank
under the Guaranteed Underwriter Program of the USDA (“Guaranteed Underwriter Program”). Pursuant to this facility, we
may borrow any time before July 15, 2023. Each advance is subject to quarterly amortization and a final maturity not longer
than 20 years from the advance date. With the closing of this committed loan facility, the amount available for access under

the Guaranteed Underwriter Program increased to $1,875 million as of November 30, 2018.

On November 28, 2018, we amended the three-year and five-year committed bank revolving line of credit agreements to
extend the maturity dates to November 28, 2021 and November 28, 2023, respectively, and to terminate certain bank
commitments totaling $53 million under the three-year agreement and $57 million under the five-year agreement. The total
commitment amount under the amended three-year and five-year bank revolving line of credit agreements is $1,440 million
and $1,535 million, respectively, resulting in a combined total commitment amount under the two facilities of $2,975
million.

We provide additional information on our financing activities below under “Consolidated Balance Sheet Analysis—Debt”
and “Liquidity Risk.”

Outlook for the Next 12 Months

We currently expect that our net interest income, adjusted net interest income, net income, adjusted net income, tier, adjusted
tier, net interest yield and adjusted net interest yield will increase over the next 12 months as a result of a projected decrease
in our average cost of funds largely due to the early redemption and maturity of higher-cost debt, including the $1 billion
aggregate principal amount of 10.375% collateral trust bonds due November 1, 2018. We have replaced this higher-cost debt
with lower cost funding, which we expect will contribute to a continued reduction in our average cost of funds and adjusted
average cost of funds.

Long-term debt scheduled to mature over the next 12 months totaled $2,318 million as of November 30, 2018. We believe
we have sufficient liquidity from the combination of existing cash and cash equivalents, member loan repayments,
committed bank revolving lines of credit, committed loan facilities under the Guaranteed Underwriter Program, revolving
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note purchase agreements with Farmer Mac and our ability to issue debt in the capital markets, to our members and in
private placements, to meet the demand for member loan advances and satisfy our obligations to repay long-term debt
maturing over the next 12 months. As of November 30, 2018, sources of liquidity readily available for access totaled
$7,811 million, consisting of (i) $227 million in cash and cash equivalents; (ii) up to $1,875 million available under
committed loan facilities under the Guaranteed Underwriter Program; (iii) up to $2,972 million available for access under
committed bank revolving line of credit agreements; (iv) up to $300 million available under a committed revolving note
purchase agreement with Farmer Mac; and (v) up to $2,437 million available under a revolving note purchase agreement
with Farmer Mac, subject to market conditions.

We believe we can continue to roll over outstanding member short-term debt of $3,042 million as of November 30, 2018,
based on our expectation that our members will continue to reinvest their excess cash in our commercial paper, daily
liquidity fund notes, select notes and medium-term notes. We expect to continue accessing the dealer commercial paper
market to help meet our liquidity needs. Although the intra-period amount of outstanding dealer commercial paper may
fluctuate based on our liquidity requirements, we intend to manage our short-term wholesale funding risk by maintaining
outstanding dealer commercial paper at an amount near or below $1,250 million for the foreseeable future.We expect to
continue to be in compliance with the covenants under our committed bank revolving line of credit agreements, which will
allow us to mitigate roll-over risk, as we can draw on these facilities to repay dealer or member commercial paper that
cannot be refinanced with similar debt.

While we are not subject to bank regulatory capital rules, we generally aim to maintain an adjusted debt-to-equity ratio at
approximately or below 6.00-to-1. Our adjusted debt-to-equity ratio was 6.15 as of November 30, 2018, above our targeted
threshold. Based on our forecast of loan advances and adjusted equity over the next 12 months, we anticipate that our
adjusted debt-to-equity ratio will remain above the target and near the current ratio.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The preparation of financial statements in accordance with GAAP requires management to make a number of judgments,
estimates and assumptions that affect the amount of assets, liabilities, income and expenses in the consolidated financial
statements. Understanding our accounting policies and the extent to which we use management’s judgment and estimates in
applying these policies is integral to understanding our financial statements. We provide a discussion of our significant
accounting policies under “Note 1—Summary of Significant Accounting Policies” in our 2018 Form 10-K.

We have identified certain accounting policies as critical because they involve significant judgments and assumptions about
highly complex and inherently uncertain matters, and the use of reasonably different estimates and assumptions could have a
material impact on our results of operations or financial condition. Our most critical accounting policies and estimates
involve the determination of the allowance for loan losses and fair value. We evaluate our critical accounting estimates and
judgments required by our policies on an ongoing basis and update them as necessary based on changing conditions. There
were no material changes in the key inputs and assumptions used in our critical accounting policies during the six months
ended November 30, 2018. Management has discussed significant judgments and assumptions in applying our critical
accounting policies with the Audit Committee of our board of directors. We provide additional information on our critical
accounting policies and estimates under “MD&A—Ceritical Accounting Policies and Estimates” in our 2018 Form 10-K. See
“Item 1A. Risk Factors” in our 2018 Form 10-K for a discussion of the risks associated with management’s judgments and
estimates in applying our accounting policies and methods.

RECENT ACCOUNTING CHANGES AND OTHER DEVELOPMENTS

See “Note 1—Summary of Significant Accounting Policies” for information on accounting standards adopted during the
current quarter, as well as recently issued accounting standards not yet required to be adopted and the expected impact of the
adoption of these accounting standards. To the extent we believe the adoption of new accounting standards has had or will
have a material impact on our consolidated results of operations, financial condition or liquidity, we also discuss the impact
in the applicable section(s) of this MD&A.



CONSOLIDATED RESULTS OF OPERATIONS

The section below provides a comparative discussion of our condensed consolidated results of operations between the three
months ended November 30, 2018 and 2017 and the six months ended November 30, 2018 and 2017. Following this
section, we provide a comparative analysis of our condensed consolidated balance sheets as of November 30, 2018 and
May 31, 2018. You should read these sections together with our “Executive Summary—Outlook for the Next 12 Months”
where we discuss trends and other factors that we expect will affect our future results of operations.

Net Interest Income

Net interest income represents the difference between the interest income earned on our interest-earning assets, which
includes loans and investment securities, and the interest expense on our interest-bearing liabilities. Our net interest yield
represents the difference between the yield on our interest-earning assets and the cost of our interest-bearing liabilities plus
the impact from non-interest bearing funding. We expect net interest income and our net interest yield to fluctuate based on
changes in interest rates and changes in the amount and composition of our interest-earning assets and interest-bearing
liabilities. We do not fund each individual loan with specific debt. Rather, we attempt to minimize costs and maximize
efficiency by proportionately funding large aggregated amounts of loans.

Table 2 presents average balances for the three and six months ended November 30, 2018 and 2017, and for each major
category of our interest-earning assets and interest-bearing liabilities, the interest income earned or interest expense
incurred, and the average yield or cost. Table 2 also presents non-GAAP adjusted interest expense, adjusted net interest
income and adjusted net interest yield, which reflect the inclusion of net accrued periodic derivative cash settlements in
interest expense. We provide reconciliations of our non-GAAP adjusted measures to the most comparable GAAP measures
under “Non-GAAP Financial Measures.”



Table 2: Average Balances, Interest Income/Interest Expense and Average Yield/Cost

Three Months Ended November 30,

(Dollars in thousands) 2018 2017
Interest Average Interest Average
Average Income/ Yield/ Average Income/ Yield/
Assets: Balance Expense Cost Balance Expense Cost
Long-term fixed-rate loans" $ 22,688,250 $ 253,340 4.48% $ 22,458,429 $ 248,926 4.45%
1,096,965 10,066 3.68 886,257 6,097 2.76
1,351,917 11,752 349 1,330,776 8,588 2.59
12,184 211 6.95 12,929 222 6.89
— (251) — — (306) —
25,149,316 275,118 4.39 24,688,391 263,527 4.28
Cash, time deposits and investment securities ...... 833,165 6,135 2.95 528,158 2,296 1.74
Total interest-earning assets .................cc.cccuenvn. $ 25,982,481 $ 281,253 4.34% $ 25,216,549 $ 265,823 4.23%
Other assets, less allowance for loan losses .......... 1,090,619 526,627
TOtal @SSELS.....c.eeeveeeeeeieeeeeee e $ 27,073,100 $ 25,743,176
Liabilities:
Short-term bOrrowings............cceceeeeerierierenieeneenenn. $ 3,816,429 $ 22,619 2.38% § 2,998,298 § 10,116 1.35%
Medium-term NOtES ........cceevveevveeveereereeereeneeeeeennes 3,910,610 33,816 3.47 3,375,389 27,544 3.27
Collateral trust bonds...........ccceeevvreeninrieenirnenene. 7,265,598 68,934 3.81 7,637,919 85,321 4.48
Guaranteed Underwriter Program notes payable .. 4,835,203 35,014 2.90 5,066,574 35,688 2.83
Farmer Mac notes payable.............cccoceeveenrerennnnn. 2,556,991 19,697 3.09 2,496,587 11,947 1.92
Other notes payable 29,923 322 4.32 35,295 391 4.44
Subordinated deferrable debt..............cccceveenneen 742,456 9,417 5.09 742,319 9,417 5.09
Subordinated certificates ...........cccoevevveeeieieneenen.. 1,377,089 14,347 4.18 1,415,352 14,746 4.18
Total interest-bearing liabilities.......................... $ 24,534,299 $ 204,166 3.34% $ 23,767,733  $ 195,170 3.29%
Other liabilities ........cccoeeeririreireeeeeee 976,113 842,246
Total liabilities ........ccveverieieieieieieceeeeeee 25,510,412 24,609,979
Total @qUILY .....cveeieeeeiieiee e 1,562,688 1,133,197
Total liabilities and eqUIty .......ccceeererieeeverennennen m m
Net interest spread® .............cooccoovvivivcennnnn. 1.00% 0.94%
Impact of non-interest bearing funding® 0.19 0.18
Net interest income/net interest yield®.................. $ 77,087 1.19% $ 70,653 1.12%
Adjusted net interest income/adjusted net
interest yield:
Interest iNCOME .........ocveveeiieieiiiieeeeeeeeeeeeeeee e $ 281,253 4.34% $ 265,823 4.23%
Interest XPense ........ecvevveevieecieecieecieeie e 204,166 3.34 195,170 3.29
Add: Net accrued periodic derivative cash
settlements!” .............coiierrrriei s 11,805 0.43 19,635 0.72
Adjusted interest expense/adjusted average cost® $ 215,971 3.53% $ 214,805 3.63%
Adjusted net interest spread(4) ............................... 0.81% 0.60%
Impact of non-interest bearing funding®™.............. 0.20 0.21
Adjgsteg)net interest income/adjusted net interest
VIEId™ e $ 65,282 1.01% $ 51,018 0.81%
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Six Months Ended November 30,

(Dollars in thousands) 2018 2017
Interest Average Interest Average
Average Income/ Yield/ Average Income/ Yield/

Assets: Balance Expense Cost Balance Expense Cost
Long-term fixed-rate loans'" ... $22,691,903 $ 505,141 4.44% $ 22,414,622 S 498,290 4.43%
Long-term variable-rate loans.............c.ccccceeiruenenene 1,084,188 19,447 3.58 864,494 11,960 2.76
Line of credit 10ans ...........ccccooeeieinievinieieeeeee 1,387,579 23,385 3.36 1,342,124 17,295 2.57
TDR 1080 .....oooooo 12,369 29 692 13,026 448 6.86
Other income, net™..............cooovvveermererrcerreereenn, — (576) — — (538) —
Total 10anS.......cooevieirieieiieeeeee e 25,176,039 547,826 4.34 24,634,266 527,455 427
Cash, time deposits and investment securities....... 821,222 11,918 2.89 445,452 4,283 1.92
Total interest-earning assets $ 25,997,261 $ 559,744 4.29% $ 25,079,718 $ 531,738 4.23%
Other assets, less allowance for loan losses........... 907,444 543,490
TOtal ASSELS...vrvevrereieeeenereieeeeieeeeeseeeeseseeesnesesesens $ 26,904,705 $ 25,623,208
Liabilities:
Short-term bOIrrOWINgS ........ccoveveveiriereiirieieeiennas $ 3,667,402 $ 42,038 2.29% $ 3,111,502 $ 20,655 1.32%
Medium-term NOLES........cerverereerereeeeereeeeeeseeneeeenes 3,833,484 66,226 345 3,192,063 52,660 3.29
Collateral trust bonds...........ccooveirierieineieeienennes 7,370,550 146,639 3.97 7,636,669 170,598 4.46
Guaranteed Underwriter Program notes payable... 4,841,855 70,348 2.90 5,030,955 71,290 2.83
Farmer Mac notes payable............cccceeeveeverrerrennne. 2,674,397 40,808 3.04 2,502,096 23,437 1.87
Other notes payable.............ccceeveieeeveevrevreereeienns 29,900 644 4.30 35,269 781 4.42
Subordinated deferrable debt............cccooeveeeennnne 742,439 18,834 5.06 742,302 18,833 5.06
Subordinated certificates..........c..cccoeeveeveeieereennnnn. 1,377,524 28,860 4.18 1,416,619 29,647 4.17
Total interest-bearing liabilities........................... $ 24,537,551 $ 414,397 337% § 23,667,475 $ 387,901 3.27%
Other liabilities 836,273 847,751
Total Habilities .......cccveveveirieieeeirieieeeeieeeeeeene 25,373,824 24,515,226
Total qUILY .....coveeveieieciecrececeeceeeeeeeee e 1,530,881 1,107,982
Total liabilities and EqUItY............ovrrrrrrrrrrrrrrsssrrrn, '$ 26,904,705 '$ 25,623,208
Net interest spread® ._............ccccccorrrrrrrreirscicciiis 0.92% 0.96%
Impact of non-interest bearing funding® .............. 0.20 0.18
Net interest income/net interest yield® ................. $ 145,347 1.12% $ 143,837 1.14%
Adjusted net interest income/adjusted net
interest yield:
Interest income $ 559,744 4.29% $ 531,738 4.23%
Interest EXpense........ccvvvvveeereereenieniereee s 414,397 3.37 387,901 3.27
Add: Net accrued periodic derivative cash

settlements'”) .........oovvveerrrerreies 24,634 0.45 39,857 0.74
Adjusted interest expense/adjusted average cost®™ $ 439,031 3.57% $ 427,758 3.60%
Adjusted net interest spread® ............ccocooeerinnn. 0.72% 0.63%
Impact of non-interest bearing funding®™ .............. 0.21 0.20
Adjgsteg)net interest income/adjusted net interest

VIEId™ $ 120,713 0.93% $ 103,980 0.83%

( )Interest income on long-term, fixed-rate loans includes loan conversion fees, which are generally deferred and recognized as interest income using the
effective interest method.

(Z)Troubled debt restructuring (“TDR”) loans.
(3)Consists of late payment fees and net amortization of deferred loan fees and loan origination costs.
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4 . . . . .
( )Net interest spread represents the difference between the average yield on total average interest-earning assets and the average cost of total average
interest-bearing liabilities. Adjusted net interest spread represents the difference between the average yield on total average interest-earning assets and
the adjusted average cost of total average interest-bearing liabilities.
B C e .
( )Includes other liabilities and equity.
©INet interest yield is calculated based on annualized net interest income for the period divided by total average interest-earning assets for the period.
mRepresents the impact of net accrued periodic interest rate swap settlements during the period. This amount is added to interest expense to derive non-
GAAP adjusted interest expense. The average (benefit)/cost associated with derivatives is calculated based on annualized net accrued periodic interest
rate swap settlements during the period divided by the average outstanding notional amount of derivatives during the period. The average outstanding
notional amount of interest rate swaps was $11,123 million and $10,902 million for the three months ended November 30, 2018 and 2017, respectively.
The average outstanding notional amount of interest rate swaps was $11,039 million and $10,791 million for the six months ended November 30, 2018
and 2017, respectively.
(S)Adjusted interest expense represents interest expense plus net accrued periodic interest rate swap cash settlements during the period. Net accrued
periodic derivative cash settlements are reported on our consolidated statements of income as a component of derivative gains (losses). Adjusted average
cost is calculated based on annualized adjusted interest expense for the period divided by total average interest-bearing liabilities during the period.

(9)Adjusted net interest yield is calculated based on annualized adjusted net interest income for the period divided by total average interest-earning assets
for the period.

Table 3 displays the change in net interest income between periods and the extent to which the variance is attributable to: (i)
changes in the volume of our interest-earning assets and interest-bearing liabilities or (ii) changes in the interest rates of
these assets and liabilities. The table also presents the change in adjusted net interest income between periods. Changes that
are not solely due to either volume or rate are allocated to these categories on a pro-rata basis based on the absolute value of
the change due to average volume and average rate.
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Table 3: Rate/Volume Analysis of Changes in Interest Income/Interest Expense

Three Months Ended November 30, Six Months Ended November 30,
2018 versus 2017 2018 versus 2017
Total Variance due to:" Total Variance due to:”

(Dollars in thousands) Variance Volume Rate Variance Volume Rate
Interest income:
Long-term fixed-rate loans.................... $ 4414 $ 2547 $ 1867 $ 6851 $§ 6,164 $ 687
Long-term variable-rate loans ............... 3,969 1,450 2,519 7,487 3,039 4,448
Line of credit loans.........c...cocvvvenveenns 3,164 136 3,028 6,090 586 5,504
Restructured loans ...........ccceeevveeveeennnenn. (11) 13) 2 (19) (23) 4
Other income, Net .........ccceveeeerveeeeennnnne. 55 — 55 (38) — 38)
Total 10ans ........cccceeeeveeviieiieeieecieeieene 11,591 4,120 7,471 20,371 9,766 10,605
Cash, time deposits and investment

SECUILILIES ..vveevieneeeeeenieeeieie e 3,839 1,326 2,513 7,635 3,613 4,022
Interest inCOME .........ccveevveveereereeeeennnnne. 15,430 5,446 9,984 28,006 13,379 14,627
Interest expense:
Short-term borrowings............c..ceeuvenn... 12,503 2,760 9,743 21,383 3,690 17,693
Medium-term notes ..........ccceeeverveevennenns 6,272 4,368 1,904 13,566 10,582 2,984
Collateral trust bonds.............ccveevennnee. (16,387) 4,159) (12,228) (23,959) (5,945) (18,014)
Guaranteed Underwriter Program notes

payable.......coovveeieiiiieieeeee e (674) (1,630) 956 942) (2,680) 1,738
Farmer Mac notes payable..................... 7,750 289 7,461 17,371 1,614 15,757
Other notes payable..........c.ccoeevrereennnnne. (69) (60) 9 (137) (119) (18)
Subordinated deferrable debt................. — 2 2) 1 3 2)
Subordinated certificates........................ (399) (399) — (787) (818) 31
Interest eXpense ........ceeveveeveeerveeneenneene 8,996 1,171 7,825 26,496 6,327 20,169
Net interest iNCOME.........cccovveeveueeerennnnnn. $ 6,434 $ 4275 $ 2,159 §$ 1,510 § 7,052 § (5,542)
Adjusted net interest income:
Interest iINCOME ........ccevevveverierreieeeienene $ 15430 $ 5446 $ 9984 § 28,006 $ 13379 § 14,627
Interest eXpense ........cocveeeveevverveeneeennnn. 8,996 1,171 7,825 26,496 6,327 20,169
Net accrued periodic derivative cash

settlements® .........ooovoeveeeeeeeeeeeen (7,830) 399 (8,229) (15,223) 913 (16,136)
Adjusted interest expense™................. 1,166 1,570 (404) 11,273 7,240 4,033
Adjusted net interest income................. $ 14264 $ 3876 $ 10388 § 16,733 § 6,139 § 10,594

Dhe changes for each category of interest income and interest expense are divided between the portion of change attributable to the variance in volume
and the portion of change attributable to the variance in rate for that category. The amount attributable to the combined impact of volume and rate has
been allocated to each category based on the proportionate absolute dollar amount of change for that category.

@Eor net accrued periodic derivative cash settlements, the variance due to average volume represents the change in derivative cash settlements resulting
from the change in the average notional amount of derivative contracts outstanding. The variance due to average rate represents the change in derivative
cash settlements resulting from the net difference between the average rate paid and the average rate received for interest rate swaps during the period.

) See “Non-GAAP Financial Measures” for additional information on our adjusted non-GAAP measures.

Reported Net Interest Income

Reported net interest income of $77 million for the current quarter reflected an increase of $6 million, or 9%, from the
comparable prior-year quarter, driven by an increase in net interest yield of 6% (7 basis points) to 1.19% and an increase in
average interest-earning assets of 3%.
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* Net Interest Yield: The increase of 7 basis points in the net interest yield for the current quarter reflected the combined
impact of an increase in the average yield on interest-earning assets of 11 basis points to 4.34%, which was partially
offset by an increase in the average cost of funds of 5 basis points to 3.34% due to a higher average cost for our short-
term and variable-rate borrowings as a result of the rise in short-term interest rates. The increase in the average cost of
funds was somewhat mitigated by the benefit from the early redemption in July 2018 of $300 million aggregate principal
amount of our $1 billion 10.375% collateral trust bonds due November 1, 2018, and the repayment of the remaining
$700 million of these bonds at maturity.

* Average Interest-Earning Assets: The increase in average interest-earning assets of 3% for the current quarter was
attributable to growth in average total loans of $461 million, or 2%, and an increase in our investment securities
portfolio.

Reported net interest income of $145 million for the six months ended November 30, 2018 reflected an increase of $2
million, or 1%, from the comparable prior-year period, driven by an increase in average interest-earning assets of 4%, which
was partially offset by a decrease in net interest yield of 2% (2 basis points) to 1.12%.

* Net Interest Yield: The decrease of 2 basis points in the net interest yield was attributable to a 10 basis points increase in
the average cost of funds to 3.37%, which was partially offset by a 6 basis point increase in the average yield on interest-
earning assets to 4.29%, largely due to interest rate increases on variable rate loans. The increase in the average yield on
interest-earning assets and the increase in the average cost of funds were both largely due to an increase in rates on short-
term and variable-rate loans and borrowings as a result of the continued rise in short-term interest rates. The 3-month
London Interbank Offered Rate (“LIBOR”) was 2.74% as of November 30, 2018, an increase of 125 basis points from
November 30, 2017, while the federal funds target rate was 2.25% as of November 30, 2018, up 100 basis points from
November 30, 2017. The benefit from the early redemption and repayment of our $1 billion 10.375% collateral trust
bonds due November 1, 2018, partially offset the increase in the average cost of short-term and variable-rate borrowings.

* Average Interest-Earning Assets: The increase in average interest-earning assets of 4% for the six months ended
November 30, 2018 was attributable to growth in average total loans of $542 million, or 2%, and an expansion of our
investment securities portfolio.

Adjusted Net Interest Income

Adjusted net interest income of $65 million for the current quarter increased by $14 million, or 28%, from the comparable
prior-year quarter, driven by an increase in the adjusted net interest yield of 25% (20 basis points) to 1.01% and the increase
in average interest-earning assets of 3%. The increase in the adjusted net interest yield reflected the combined impact of an
increase in the average yield on interest-earning assets of 11 basis points to 4.34% and a decline in our adjusted average cost
of funds of 10 basis points to 3.53%.

Adjusted net interest income of $121 million for the six months ended November 30, 2018 increased by $17 million, or
16%, from the comparable prior-year period, driven by an increase in the adjusted net interest yield of 12% (10 basis points)
to 0.93% and the increase in average interest-earning assets of 4%. The increase in the adjusted net interest yield reflected
the combined impact of an increase in the average yield on interest earning assets of 6 basis points to 4.29% and a decline in
our adjusted average cost of funds of 3 basis points to 3.57%.

The decrease in the average cost of funds in the current quarter and for the six months ended November 30, 2018 was
primarily due to a reduction in adjusted interest expense from the early redemption and maturity of the $1 billion aggregate
principal amount of the 10.375% collateral trust bonds and a reduction in net periodic derivative cash settlement amounts.
The reduction in net periodic derivative cash settlements was attributable to the rise in short-term interest rates, which
resulted in an increase in the periodic floating interest rate amounts due to us on our pay-fixed swaps, as the floating interest
rate payment amounts are typically determined based on the 3-month LIBOR.

We recorded net periodic derivative cash settlement expense of $12 million and $20 million for the three months ended
November 30, 2018 and 2017, respectively, and $25 million and $40 million for the six months ended November 30, 2018
and 2017, respectively. We include net accrued periodic derivative cash settlements during the period in the calculation of
our adjusted average cost of funds, which, as a result, also impacts the calculation of adjusted net interest income and
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adjusted net interest yield. See “Non-GAAP Financial Measures” for additional information on our adjusted measures,
including a reconciliation of these measures to the most comparable GAAP measures.

Provision for Loan Losses

Our provision for loan losses in each period is primarily driven by the level of allowance that we determine is necessary for
probable incurred loan losses inherent in our loan portfolio as of each balance sheet date.

We recorded a benefit for loan losses of $2 million for both the three and six months ended November 30, 2018. In
comparison, we recorded a benefit for loan losses of less than $1 million for the same prior-year periods. The credit quality
and performance statistics of our loan portfolio continued to remain strong. We had no payment defaults or charge-offs
during the six months ended November 30, 2018, and no delinquent loans or nonperforming loans in our loan portfolio as of
November 30, 2018 or May 31, 2018.

We provide additional information on our allowance for loan losses under “Credit Risk—Allowance for Loan Losses” and
“Note 5S—Allowance for Loan Losses” of this report. For additional information on our allowance methodology, see
“MD&A—-Critical Accounting Policies and Estimates” and “Note |—Summary of Significant Accounting Policies” in our
2018 Form 10-K.

Non-Interest Income

Non-interest income consists of fee and other income, gains and losses on derivatives not accounted for in hedge accounting
relationships and results of operations of foreclosed assets.

Table 4 presents the components of non-interest income recorded in results of operations for the three and six months ended
November 30, 2018 and 2017.

Table 4: Non-Interest Income

Three Months Ended November 30, Six Months Ended November 30,
(Dollars in thousands) 2018 2017 2018 2017
Non-interest income:
Fee and other income...........oocoeevveveeeeeeeeeeeeenn. $ 4,321 $ 5,542 $ 7,506 $ 9,487
Derivative ains.........cccoeveeeveiveerieeeeereeeereeeenens 63,343 125,593 70,526 79,395
Results of operations of foreclosed assets........... — (10) — 34)
Total non-interest iNCOME ...........ccceeevveeeeeuerennnen. S 67,664 $ 131,125 $ 78,032 $ 88,848

The significant variances in non-interest income between periods were primarily attributable to changes in net derivative
gains recognized in our consolidated statements of income.

Derivative Gains (Losses)

Our derivative instruments are an integral part of our interest rate risk management strategy. Our principal purpose in using
derivatives is to manage our aggregate interest rate risk profile within prescribed risk parameters. The derivative instruments
we use primarily include interest rate swaps, which we typically hold to maturity. In addition, we may on occasion use
treasury locks to manage the interest rate risk associated with debt that is scheduled to reprice in the future. The primary
factors affecting the fair value of our derivatives and derivative gains (losses) recorded in our results of operations include
changes in interest rates, the shape of the swap curve and the composition of our derivative portfolio. We generally do not
designate our interest rate swaps, which currently account for the substantial majority of our derivatives, for hedge
accounting. Accordingly, changes in the fair value of interest rate swaps are reported in our consolidated statements of
income under derivative gains (losses). However, we typically designate treasury locks as cash flow hedges. We did not
have any derivatives designated as accounting hedges as of November 30, 2018. During the current quarter, we terminated a
treasury lock that was previously designated as a cash flow hedge.
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We currently use two types of interest rate swap agreements: (i) we pay a fixed rate and receive a variable rate (“pay-fixed
swaps”); and (ii) we pay a variable rate and receive a fixed rate (“receive-fixed swaps”). The benchmark variable rate for the
substantial majority of the floating rate payments under our swap agreements is 3-month LIBOR. Table 5 displays the
average notional amount outstanding, by swap agreement type, and the weighted-average interest rate paid and received for
interest rate swap settlements during the three and six months ended November 30, 2018 and 2017. As indicated in Table 5,
our interest rate swap portfolio currently consists of a higher proportion of pay-fixed swaps than receive-fixed swaps, with
pay-fixed swaps representing approximately 67% and 65% of the outstanding notional amount of our derivative portfolio as
of both November 30, 2018 and May 31, 2018, respectively. The composition of our interest rate swap portfolio, however,
may change as a result of changes in market conditions and actions taken to manage our exposure to interest rate risk.

Table 5: Derivative Average Notional Amounts and Average Interest Rates

Three Months Ended November 30,

2018 2017
Average Weighted- Weighted- Average Weighted- Weighted-
Notional Average Average Notional Average Average
(Dollars in thousands) Balance Rate Paid Rate Received Balance Rate Paid Rate Received
Pay-fixed swaps..........cceeuen.e. $ 7,424,114 2.711% 2.35% $ 7,052,629 2.84% 1.35%
Receive-fixed swaps.............. 3,699,000 3.05 2.52 3,849,001 1.91 2.63
Total..oooeeieieeeee e, $11,123,114 2.82% 241%  $10,901,630 2.51% 1.80%

Six Months Ended November 30,

2018 2017
Average Weighted- Weighted- Average Weighted- Weighted-
Notional Average Average Notional Average Average
(Dollars in thousands) Balance Rate Paid Rate Received Balance Rate Paid Rate Received
Pay-fixed swaps..........ccecu.ee. $ 7,308,859 2.70% 2.30% $ 7,003,898 2.84% 1.31%
Receive-fixed swaps.............. 3,729,738 3.01 2.52 3,787,525 1.87 2.63
L] | U $11,038,597 2.80% 2.37%  $10,791,423 2.50% 1.77%

The average remaining maturity of our pay-fixed and receive-fixed swaps was 19 years and four years, respectively, as of
both November 30, 2018 and 2017.

Pay-fixed swaps generally decrease in value as interest rates decline and increase in value as interest rates rise. In contrast,
receive-fixed swaps generally increase in value as interest rates decline and decrease in value as interest rates rise. Because
our pay-fixed and receive-fixed swaps are referenced to different maturity terms along the swap curve, different changes in
the swap curve—parallel, flattening or steepening—will result in differences in the fair value of our derivatives. The chart
below provides comparative swap curves as of the end of November 30, 2018, May 31, 2018, November 30, 2017 and May
31,2017.
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Comparative Swap Curves
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Table 6 presents the components of net derivative gains (losses) recorded in results of operations for the three and six
months ended November 30, 2018 and 2017. Derivative cash settlements represent the net periodic contractual interest
amount for our interest-rate swaps for the reporting period. Derivative forward value gains (losses) represent the change in
fair value of our interest rate swaps during the reporting period due to changes in expected future interest rates over the
remaining life of our derivative contracts.

Table 6: Derivative Gains (Losses)

Three Months Ended November 30, Six Months Ended November 30,
(Dollars in thousands) 2018 2017 2018 2017
Derivative gains (losses) attributable to:
Derivative cash settlements .............c.ccceevveeeennne $ (11,805) $ (19,635) $ (24,634) $ (39,857)
Derivative forward value gains ...........c.ccoecvennene 75,148 145,228 95,160 119,252
Derivative ains..........ccccoveveeeveeeceeeeeeeeeennn $ 63,343 § 125,593  § 70,526 $ 79,395

The net derivative gains of $63 million and $71 million for the three and six months ended November 30, 2018, were
attributable to an increase in the fair value of our pay-fixed swaps resulting from an increase in interest rates across the swap
yield curve, as depicted by the November 30, 2018 swap curve presented in the above chart.

The net derivative gains of $126 million and $79 million for the three and six months ended November 30, 2017,
respectively, were also attributable to an increase in the fair value of our pay-fixed swaps as interest rates increased across
the yield curve.
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As discussed above, pay-fixed swaps, which represent a higher proportion of our derivative portfolio, typically increase in
fair value when interest rates rise. Although interest rates rose in both the current year and prior year periods, the rise in
medium- and longer-term rates was not as pronounced during the current quarter and year-to-date period. As a result, the
derivative gains were lower relative to the same prior-year periods. For example, the 5-year swap rate increased by 11 basis
points and 17 basis points during the three and six months ended November 30, 2018, respectively, while the 10-year swap
rate increased by 13 basis points and 17 basis points, respectively. In comparison, the 5-year swap rate increased by 44 basis
points and 37 basis points during the three and six months ended November 30, 2017, respectively, while the 10-year swap
rate increased by 34 basis points and 26 basis points, respectively.

See “Note 9—Derivative Instruments and Hedging Activities” for additional information on our derivative instruments.
Non-Interest Expense

Non-interest expense consists of salaries and employee benefit expense, general and administrative expenses, losses on early
extinguishment of debt and other miscellaneous expenses.

Table 7 presents the components of non-interest expense recorded in results of operations for the three and six months ended
November 30, 2018 and 2017.

Table 7: Non-Interest Expense

Three Months Ended November 30, Six Months Ended November 30,
(Dollars in thousands) 2018 2017 2018 2017
Non-interest expense:
Salaries and employee benefits .............cccueneeee. $ (12,392) §$ (12,009) $ (25,074) $ (23,832)
Other general and administrative expenses......... (11,478) (9,905) (22,001) (19,718)
Losses on early extinguishment of debt .............. — — (7,100) —
Other non-interest EXPense..........ceeveereeeveereennnne. (2,700) (618) (3,094) (1,140)
Total non-interest EXPense..........ocvevverververeenene $ (26,570) $ (22,532) $ (57,269) $ (44,690)

Non-interest expense of $27 million for the current quarter increased by $4 million, or 18%, from the comparable prior-year
quarter, primarily due to increases in general and administrative expenses and other non-interest expense.

Non-interest expense of $57 million for the six months ended November 30, 2018 increased by $13 million, or 28%, from
the comparable prior-year quarter. The increase was largely due to the loss on early extinguishment of debt of $7 million,
attributable to the premium paid for the early redemption of $300 million of the $1 billion collateral trust bonds, with a
coupon rate of 10.375%, that matured on November 1, 2018.

Net Income (Loss) Attributable to Noncontrolling Interests

Net income (loss) attributable to noncontrolling interests represents 100% of the results of operations of NCSC and RTFC,
as the members of NCSC and RTFC own or control 100% of the interest in their respective companies. The fluctuations in
net income (loss) attributable to noncontrolling interests are primarily due to changes in the fair value of NCSC'’s derivative
instruments recognized in NCSC's earnings.

We recorded net income attributable to noncontrolling interests of less than $1 million for both the three and six months

ended November 30, 2018. We recorded net income attributable to noncontrolling interests of $1 million for both the three
and six months ended November 30, 2017.
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CONSOLIDATED BALANCE SHEET ANALYSIS

Total assets of $26,830 million as of November 30, 2018 increased by $139 million from May 31, 2018. Total liabilities of
$25,203 million as of November 30, 2018 increased by $18 million from May 31, 2018. Total equity increased by $121
million to $1,627 million as of November 30, 2018, attributable to our reported net income of $168 million during the six
months ended November 30, 2018, which was partially offset by patronage capital retirement of $48 million in August 2018.

Following is a discussion of changes in the major components of our assets and liabilities during the six months ended
November 30, 2018. Period-end balance sheet amounts may vary from average balance sheet amounts due to liquidity and
balance sheet management activities that are intended to manage liquidity requirements for the company and our customers
and our market risk exposure in accordance with our risk appetite.

Loan Portfolio

We offer long-term fixed- and variable-rate loans and line of credit variable-rate loans. The substantial majority of loans in
our portfolio represent advances under secured long-term facilities with terms up to 35 years. Borrowers have the option of
selecting a fixed or variable interest rate for each advance for periods ranging from one year to the final maturity of the
facility. Line of credit loans are typically revolving facilities and are generally unsecured.

Loans Outstanding

Table 8 summarizes loans to members, by loan type and by member class, as of November 30, 2018 and May 31, 2018. As
indicated in Table 8, long-term fixed-rate loans accounted for 90% of loans to members as of both November 30, 2018 and

May 31, 2018.

Table 8: Loans Outstanding by Type and Member Class

November 30, 2018 May 31, 2018

(Dollars in thousands) Amount % of Total Amount % of Total Change
Loans by type:
Long-term loans:

Fixed-rate .....ccccoveevevvrieneeiecieiens $ 22,713,588 920% $ 22,696,185 90% $ 17,403

Variable-rate........cccocveeveveeveireerenenns 1,077,971 4 1,039,491 4 38,480
Total long-term loans...........ccccceeneennee. 23,791,559 94 23,735,676 94 55,883
Lines of credit........coovvveveveveiicieeennne. 1,491,394 6 1,431,818 6 59,576
Total loans outstanding............cc.ce...... 25,282,953 100 25,167,494 100 115,459
Deferred loan origination costs ........... 11,222 — 11,114 — 108
Loans to members...........ccoecvevvreerennnnne. $ 25,294,175 100% $ 25,178,608 100% $ 115,567
Loans by member class:
CFC:

Distribution ........cceveveeeveenieecieeneenne, $ 19,812,973 79% $ 19,551,511 78% $ 261,462

Power supply.......ccovevvevieeiieiens 4,264,713 17 4,397,353 18 (132,640)

Statewide and associate..................... 82,549 — 69,055 — 13,494
CFC total ....oovveeieeieeiieceeeeeeieeieee 24,160,235 96 24,017,919 96 142,316
NCSCooieeeee e 767,225 3 786,457 3 (19,232)
RTFC ..o 355,493 1 363,118 1 (7,625)
Total loans outstanding............cc.cc....... 25,282,953 100 25,167,494 100 115,459
Deferred loan origination costs ........... 11,222 — 11,114 — 108
Loans to members...........ccoecvevvreerennnnne. $ 25,294,175 100% $ 25,178,608 100% $ 115,567
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Loans to members totaled $25,294 million as of November 30, 2018, an increase of $116 million from May 31, 2018. CFC
distribution loans increased by $261 million, which was partially offset by decreases in CFC power supply loans, NCSC
loans and RTFC loans of $133 million, $19 million and $8 million, respectively.

Long-term loan advances totaled $814 million during the six months ended November 30, 2018, with approximately 83% of
those advances for capital expenditures by members and 14% for the refinancing of loans made by other lenders. In
comparison, long-term loan advances totaled $1,127 million during the prior year six months ended November 30, 2017,
with approximately 58% of those advances for capital expenditures and 31% for refinancing of loans made by other lenders.
The decrease in long-term loan advances from the same prior-year period reflects weaker demand from borrowers, due in
part to more limited refinancings by our members of loans made by other lenders. In addition, although growth in U.S.
electricity consumption has been relatively stagnant over the last several years, many of our members had an overall more
profitable year due to an increase in electricity consumption as a result of weather conditions, which reduced their need for
long-term borrowings.

We provide additional information on our loan product types in “Item 1. Business—Loan Programs” and “Note 4—Loans”
in our 2018 Form 10-K. See “Debt—Collateral Pledged” below for information on encumbered and unencumbered loans
and “Credit Risk Management” for information on the credit risk profile of our loan portfolio.

Loan Retention Rate

Table 9 presents a comparison between the historical retention rate of CFC’s long-term fixed-rate loans that repriced, in
accordance with our standard loan provisions, during the six months ended November 30, 2018 and loans that repriced
during fiscal year 2018, and provides information on the percentage of loans that repriced to either another fixed-rate term
or a variable rate. The retention rate is calculated based on the election made by the borrower at the repricing date. The
average annual retention rate of CFC’s repriced loans has been 98% over the last three fiscal years.

Table 9: Historical Retention Rate and Repricing Selection”

Six Months Ended Fiscal Year Ended
November 30, 2018 May 31, 2018
(Dollars in thousands) Amount % of Total Amount % of Total
Loans retained:
Long-term fixed rate selected ........ccccoeeerueueennnne. $ 296,061 67% $ 741,792 82%
Long-term variable rate selected ..........ccceevenuenee 87,508 20 157,539 17
Total loans retained by CFC.........cccceiviiiniiinnnnnne 383,569 87 899,331 99
Loans repaid® .......coovervevenieieiese e 55,427 13 4,637 1
TOtAL oo $ 438,996 100% $ 903,968 100%

(1)Does not include NCSC and RTFC loans.

(2)Includes loans totaling $1 million as of May 31, 2018 that were converted to new loans at the repricing date and transferred to a third party as part of our
direct loan sale program. See “Note 4—Loans” for information on our sale of loans.

Debt

We utilize both short-term borrowings and long-term debt as part of our funding strategy and asset/liability interest rate risk
management. We seek to maintain diversified funding sources across products, programs and markets to manage funding
concentrations and reduce our liquidity or debt rollover risk. Our funding sources include a variety of secured and unsecured
debt securities in a wide range of maturities to our members and affiliates and in the capital markets.

Debt Outstanding

Table 10 displays the composition, by product type, of our outstanding debt as of November 30, 2018 and May 31, 2018.
Table 10 also displays the composition of our debt based on several additional selected attributes.
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Table 10: Total Debt Outstanding

(Dollars in thousands) November 30, 2018 May 31, 2018 Change
Debt product type:
Commercial paper:
MEMDETS, At PAT......eecveeerereieieieeieeieeeeeieeeeeeeeeeeeeeneeneeens $ 1,218,730 $ 1,202,105 $ 16,625
Dealer, net of diSCOUNLS .........oovuviiiviiieeieieeeie e 1,058,949 1,064,266 (5,317)
Total commercial Paper...........cceevvivveriieienrieiereeeee e 2,277,679 2,266,371 11,308
Select Notes t0 MEMDETS........ccoevuvviieeiiiieiiee e 1,031,022 780,472 250,550
Daily liquidity fund notes to members...........ccccoeceeveeeennnne. 566,935 400,635 166,300
Medium-term notes:
MEMDETS, At PAT ... .eeeeieieeeiiieieeteeie et 622,066 643,821 (21,755)
Dealer, net of diSCOUNLS ..........ccoveieeiiieeiieeeiiee e, 3,274,932 3,002,979 271,953
Total medium-term NOES .........c.eeveeuveeeeeeeecreeeeeeee e 3,896,998 3,646,800 250,198
Collateral trust bonds ........cccooovevviveviiiieieeeceeeeeeeeeeeeeeen 7,086,149 7,639,093 (552,944)
Guaranteed Underwriter Program notes payable.................. 4,925,542 4,856,143 69,399
Farmer Mac notes payable .........c..cocerinieninieninienceieee 2,763,482 2,891,496 (128,014)
Other notes payable.........cccoooerieieiirereeeeee e 29,955 29,860 95
Subordinated deferrable debt .............ccoeeviieviieiiieiiecieeen, 742,480 742,410 70
Members’ subordinated certificates:
Membership subordinated certificates ..........c.cccceeerveenen.. 630,468 630,448 20
Loan and guarantee subordinated certificates .................. 525,051 528,386 (3,335)
Member capital SECUITtIES. ......cervvereereieieeeieieeeeee e 221,170 221,148 22
Total members’ subordinated certificates...........c..cccoeevveenen. 1,376,689 1,379,982 (3,293)
Total debt outstanding...........cccceevveeveriieienieieieiee e $ 24,696,931 $ 24,633,262 $ 63,669
Security type:
Unsecured debt..........cooveeuiiiceieeieiieeeeeeeeeee e 40% 37%
Secured debt........cooeeeviiiiieeee e, 60 63
TOLAL ..ottt 100% 100%
Funding source:
MEMDETS......oviiieeieece e 19% 18%
Private placement:
Guaranteed Underwriter Program notes payable.............. 20 20
Farmer Mac notes payable .........c.ccceeceevrieveniieienieeienne, 11 12
Total private placement...........cccoeveeereenieeiienieecieesieeieeneeenn 31 32
Capital Markets .........ccoeeeriiieniieeeeeeee e 50 50
TOLAL ..ottt 100% 100%
Interest rate type:
Fixed-rate debt ........ccoooviiiioiiieeeeeeeeee e 73% 74%
Variable-rate debt........c.ccccoivviieviiiiiieieceee e 27 26
TOtAL . et 100% 100%
Interest rate type, including the impact of swaps:
Fixed-rate debt™" .............co.ccooviiiiiieeeeeeeeeeeee e 88% 87%
Variable-rate debt® ............ccoooooivoreeioeeeeeeeeeeeeeeeeee e 12 13
TOLAL ..ottt an 100% 100%
Maturity classification:®
Short-term DOITOWINGS ......ccvevveeieriieierrieieeieeee e 17% 15%
Long-term and subordinated debt™ .................ccoccoovvvirnnnnn. 83 85
o] 7:1 DO USRS 100% 100%




M Includes variable-rate debt that has been swapped to a fixed rate, net of any fixed-rate debt that has been swapped to a variable rate.

2 . . .

@ Includes fixed-rate debt that has been swapped to a variable rate, net of any variable-rate debt that has been swapped to a fixed rate. Also includes
commercial paper notes, which generally have maturities of less than 90 days. The interest rate on commercial paper notes does not change once the note
has been issued; however, the interest rate for new commercial paper issuances changes daily.

® Borrowings with an original contractual maturity of one year or less are classified as short-term borrowings. Borrowings with an original contractual
maturity of greater than one year are classified as long-term debt.

4 . . . .
@ Consists of long-term debt, subordinated deferrable debt and total members’ subordinated debt reported on the condensed consolidated balance sheets.
Maturity classification is based on the original contractual maturity as of the date of issuance of the debt.

Our outstanding debt volume generally increases and decreases in response to member loan demand. Total debt outstanding
was $24,697 million as of November 30, 2018, a slight increase of $64 million from May 31, 2018. Decreases in collateral
trust bonds and Farmer Mac notes payable of $553 million and $128 million, respectively, were largely offset by a combined
increase in member commercial paper, select notes and daily liquidity fund notes of $433 million and an increase in dealer
medium-term notes of $272 million.

Below is a summary of significant financing activities during the six months ended November 30, 2018.
e On July 12, 2018, we redeemed $300 million of the $1 billion aggregate principal amount of 10.375% collateral trust
bonds due November 1, 2018. We repaid the remaining $700 million principal amount of these bonds on the maturity

date.

* On October 31, 2018, we issued $325 million aggregate principal amount of 3.90% collateral trust bonds due 2028 and
$300 million aggregate principal amount of 4.40% collateral trust bonds due 2048.

* On November 15, 2018, we closed a $750 committed loan facility (“Series N”’) from the Federal Financing Bank under
the Guaranteed Underwriter Program.

* On November 28, 2018 we amended the three-year and five-year committed bank revolving line of credit agreements to
extend the maturity dates to November 28, 2021 and November 28, 2023, respectively, and to terminate certain third-party
bank commitments.

Member Investments

Debt securities issued to our members represent an important, stable source of funding. Table 11 displays outstanding
member debt, by debt product type, as of November 30, 2018 and May 31, 2018.

Table 11: Member Investments

November 30, 2018 May 31, 2018
(Dollars in thousands) Amount % of Total ¥ Amount % of Total ¥ Change
Commercial paper .........c..ccceevereenenen. $ 1,218,730 54% $ 1,202,105 53% $ 16,625
Select NOLES....ecvveeeiecieeiieeie e 1,031,022 100 780,472 100 250,550
Daily liquidity fund notes..................... 566,935 100 400,635 100 166,300
Medium-term notes ..........cccccveeveenen. 622,066 16 643,821 18 (21,755)
Members’ subordinated certificates..... 1,376,689 100 1,379,982 100 (3,293)
Total outstanding member debt ........... $ 4,815,442 $ 4,407,015 $ 408,427
Percentage of total debt outstanding.... 19% 18%

M Represents outstanding debt attributable to members for each debt product type as a percentage of the total outstanding debt for each debt product type.
Member investments accounted for 19% and 18% of total debt outstanding as of November 30, 2018 and May 31, 2018,

respectively. Over the last three fiscal years, outstanding member investments have averaged $4,402 million on a quarterly
basis.
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Short-Term Borrowings

Short-term borrowings consist of borrowings with an original contractual maturity of one year or less and do not include the
current portion of long-term debt. Short-term borrowings totaled $4,101 million and accounted for 17% of total debt
outstanding as of November 30, 2018, compared with $3,796 million, or 15%, of total debt outstanding as of May 31, 2018.
See “Liquidity Risk” below and for “Note 6—Short-Term Borrowings” for information on the composition of our short-
term borrowings.

Long-Term and Subordinated Debt

Long-term debt, defined as debt with an original contractual maturity term of greater than one year, primarily consists of
medium-term notes, collateral trust bonds, notes payable under the Guaranteed Underwriter Program and notes payable
under our note purchase agreement with Farmer Mac. Subordinated debt consists of subordinated deferrable debt and
members’ subordinated certificates. Our subordinated deferrable debt and members’ subordinated certificates have original
contractual maturity terms of greater than one year.

Long-term and subordinated debt totaled $20,596 million and accounted for 83% of total debt outstanding as of

November 30, 2018, compared with $20,837 million, or 85%, of total debt outstanding as of May 31, 2018. We provide
additional information on our long-term debt below under “Liquidity Risk” and in “Note 7—Long-Term Debt” and “Note 8
—Subordinated Deferrable Debt.”

Collateral Pledged

We are required to pledge loans or other collateral in borrowing transactions under our collateral trust bond indentures, note
purchase agreements with Farmer Mac and bond agreements under the Guaranteed Underwriter Program. We are required to
maintain pledged collateral equal to at least 100% of the face amount of outstanding borrowings. However, we typically
maintain pledged collateral in excess of the required percentage to ensure that required collateral levels are maintained and
to facilitate the timely execution of debt issuances by reducing or eliminating the lead time to pledge additional collateral.
Under the provisions of our committed bank revolving line of credit agreements, the excess collateral that we are allowed to
pledge cannot exceed 150% of the outstanding borrowings under our collateral trust bond indentures, Farmer Mac note
purchase agreements or the Guaranteed Underwriter Program. In certain cases, provided that all conditions of eligibility
under the different programs are satisfied, we may withdraw excess pledged collateral or transfer collateral from one
borrowing program to another to facilitate a new debt issuance.

Table 12 displays the collateral coverage ratios as of November 30, 2018 and May 31, 2018 for the debt agreements noted
above that require us to pledge collateral.

Table 12: Collateral Pledged

Requirement/Limit
Actual®
Committed Bank
Debt Revolving Line of
Indenture Credit Agreements November 30,

Debt Agreement Minimum Maximum 2018 May 31, 2018
Collateral trust bonds 1994 indenture...................... 100% 150% 122% 111%
Collateral trust bonds 2007 indenture...................... 100 150 115 114
Guaranteed Underwriter Program notes payable .... 100 150 114 119
Farmer Mac notes payable............cccceeverrreverrnnnnnn. 100 150 115 115
Clean Renewable Energy Bonds Series 2009A........ 100 150 119 109

O Calculated based on the amount of collateral pledged divided by the face amount of outstanding secured debt.

Of our total debt outstanding of $24,697 million as of November 30, 2018, $14,787 million, or 60%, was secured by
pledged loans totaling $17,274 million. In comparison, of our total debt outstanding of $24,633 million as of May 31, 2018,
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$15,398 million, or 63%, was secured by pledged loans totaling $18,145 million. Total debt outstanding on our condensed
consolidated balance sheet is presented net of unamortized discounts and issuance costs. However, our collateral pledging
requirements are based on the face amount of secured outstanding debt, which does not take into consideration the impact of
net unamortized discounts and issuance costs.

Table 13 displays the unpaid principal balance of loans pledged for secured debt, the excess collateral pledged and
unencumbered loans as of November 30, 2018 and May 31, 2018.

Table 13: Unencumbered Loans

(Dollars in thousands) November 30, 2018 May 31, 2018
Total loans outstanding'™..............o.cooeveeieeeeeeeeeeereeeeeeeeeeeeeees $ 25,282,953 $ 25,167,494
Less: Loans required to be pledged for secured debt @ ................. (15,063,291) (15,677,138)
Loans pledged in excess of requirement @ ... (2,211,012) (2,467,444)
Total pledged 10ans...........ccooeueevveereeieeieieereeeeee e (17,274,303) (18,144,582)
Unencumbered 10ans ...........cccooovvviiiiiiiiiiieceee e $ 8,008,650 $ 7,022,912
Unencumbered loans as a percentage of total loans........................ 32% 28%

O Represents the unpaid principal amount of loans as of the end of each period presented and excludes unamortized deferred loan origination costs of $11
million as of both November 30, 2018 and May 31, 2018.

@ Reflects unpaid principal balance of pledged loans.

® Excludes cash collateral pledged to secure debt. If there is an event of default under most of our indentures, we can only withdraw the excess collateral
if we substitute cash or permitted investments of equal value.

As displayed above in Table 13, we had excess loans pledged as collateral totaling $2,211 million and $2,467 million as of
November 30, 2018 and May 31, 2018, respectively. We typically pledge loans in excess of the required amount for the
following reasons: (i) our distribution and power supply loans are typically amortizing loans that require scheduled principal
payments over the life of the loan, whereas the debt securities issued under secured indentures and agreements typically
have bullet maturities; (ii) distribution and power supply borrowers have the option to prepay their loans; and (iii) individual
loans may become ineligible for various reasons, some of which may be temporary.

We provide additional information on our borrowings, including the maturity profile, below in “Liquidity Risk.” Refer to
“Note 4—Loans—Pledging of Loans” for additional information related to pledged collateral. Also refer to “Note 5—Short-
Term Borrowings,” “Note 6—Long-Term Debt,” “Note 7—Subordinated Deferrable Debt” and “Note 8—Members’
Subordinated Certificates” in our 2018 Form 10-K for a more detailed description of each of our debt product types.

Equity
Table 14 presents the components of total CFC equity, total equity and total members’ equity as of November 30, 2018 and

May 31, 2018. As displayed in Table 14, total members’ equity excludes the impact of cumulative unrealized derivative
forward value gains (losses) recorded in earnings.
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Table 14: Equity

(Dollars in thousands) November 30, 2018 May 31, 2018 Change
Membership fees and educational fund:

Membership fEes.........ccocvivveuiiieiieieieeecececee e $ 9269 $ 969 $ —

Educational fund..........c.ccoooiiiiiiiiiiiiceeeeeee e 1,431 1,976 (545)
Total membership fees and educational fund..........c.ccoeevveiennrnnenne. 2,400 2,945 (545)
Patronage capital allocated..............ccoeeveeuieviiiieiiiiececeee e, 763,986 811,493 (47,507)
Members’ capital TESEIVE.......c.evvieveriieieeiieieerieieseesieseesesaessesenens 687,785 687,785 —
Total allocated equity 1,454,171 1,502,223 (48,052)
Unallocated net income (loss):

Prior year-end cumulative derivative forward value losses'..... (30,831) (332,525) 301,694

Current year derivative forward value gains " ............c..cc..c...... 94,262 301,694 (207,432)

Current period-end cumulative derivative forward value gains

(10SSE8)™ ..o 63,431 (30,831) 94,262

Other unallocated net income (10SS) .......ccveeviecieerieecreenieereenee, 76,154 (5,603) 81,757
Unallocated net income (10SS) ........ocveeveerieriinierieneenieeeeieeeesieeenns 139,585 (36,434) 176,019
CFC retained EqUILY......c.cccecveieieieirieeieeieie st essee e eseeee s 1,593,756 1,465,789 127,967
Accumulated other comprehensive income............ccccoeverveeiennennnn, 832 8,544 (7,712)
Total CEFC @qUILY .vevvevveeieeieeieiieiieiiete ettt ese e 1,594,588 1,474,333 120,255
Noncontrolling iNtErests .........cccovevvereeciereerieeierieeeesre e ere e 32,550 31,520 1,030
TOtAl EQUILY ...ttt $ 1,627,138 § 1,505,853 $ 121,285

(I)Represents derivative forward value gains (losses) for CFC only, as total CFC equity does not include the noncontrolling interests of the variable interest
entities NCSC and RTFC, which we are required to consolidate. See “Note 13—Business Segments” for the statements of operations for CFC.

Total equity increased by $121 million to $1,627 million as of November 30, 2018. The increase was primarily attributable
to our net income of $168 million for the six months ended November 30, 2018, which was partially offset by patronage
capital retirement of $48 million in August 2018.

In July 2018, the CFC Board of Directors authorized the allocation of fiscal year 2018 adjusted net income as follows: $95
million to members in the form of patronage capital; $57 million to the members’ capital reserve; and $1 million to the
cooperative educational fund. The amount of patronage capital allocated each year by CFC’s Board of Directors is based on
adjusted non-GAAP net income, which excludes the impact of derivative forward value gains (losses). See “Non-GAAP
Financial Measures” for information on adjusted net income.

In July 2018, the CFC Board of Directors also authorized the retirement of patronage capital totaling $48 million, which
represented 50% of the patronage capital allocation for fiscal year 2018. This amount was returned to members in cash in
August 2018. The remaining portion of the allocated amount will be retained by CFC for 25 years under guidelines adopted
by the CFC Board of Directors in June 2009.

The CFC Board of Directors is required to make annual allocations of adjusted net income, if any. CFC has made annual
retirements of allocated net earnings in 39 of the last 40 fiscal years; however, future retirements of allocated amounts are
determined based on CFC’s financial condition. The CFC Board of Directors has the authority to change the current practice
for allocating and retiring net earnings at any time, subject to applicable laws. See “Item 1. Business—Allocation and
Retirement of Patronage Capital” of our 2018 Form 10-K for additional information.
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OFF-BALANCE SHEET ARRANGEMENTS

In the ordinary course of business, we engage in financial transactions that are not presented on our condensed consolidated
balance sheets, or may be recorded on our condensed consolidated balance sheets in amounts that are different from the full
contract or notional amount of the transaction. Our off-balance sheet arrangements consist primarily of guarantees of
member obligations and unadvanced loan commitments intended to meet the financial needs of our members.

Guarantees

We provide guarantees for certain contractual obligations of our members to assist them in obtaining various forms of
financing. We use the same credit policies and monitoring procedures in providing guarantees as we do for loans and
commitments. If a member defaults on its obligation, we are obligated to pay required amounts pursuant to our guarantees.
Meeting our guarantee obligations satisfies the underlying obligation of our member systems and prevents the exercise of
remedies by the guarantee beneficiary based upon a payment default by a member. In general, the member is required to
repay any amount advanced by us with accrued interest, pursuant to the documents evidencing the member’s reimbursement
obligation. Table 15 displays the notional amount of our outstanding guarantee obligations, by guarantee type and by
company, as of November 30, 2018 and May 31, 2018.

Table 15: Guarantees Outstanding

(Dollars in thousands) November 30, 2018 May 31, 2018 Change
Guarantee type:
Long-term tax-exempt bonds.........c.cccceeueuennnene $ 313,685 § 316,985 $ (3,300)
Letters of credit .......cccooovvvviiieiiiiiiiiieieeceeees 312,536 343,970 (31,434)
Other guarantees ...........ccocceevevevreenerceenennennns 145,201 144,206 995
TOtal ..o $ 771,422 § 805,161 § (33,739)
Company:
CFC .ttt $ 754,349 § 793,156 § (38,807)
NCSC .ttt 15,499 10,431 5,068
RTFC ..o 1,574 1,574 —
TOtal .o $ 771,422 $ 805,161 § (33,739)

Of the total notional amount of our outstanding guarantee obligations of $771 million and $805 million as of November 30,
2018 and May 31, 2018, respectively, 60% and 57%, respectively, were secured by a mortgage lien on substantially all of
the assets and future revenue of our member cooperatives for which we provide guarantees.

In addition to providing a guarantee on long-term tax-exempt bonds issued by member cooperatives totaling $314 million as
of November 30, 2018, we also were the liquidity provider on $248 million of those tax-exempt bonds. As liquidity
provider, we may be required to purchase bonds that are tendered or put by investors. Investors provide notice to the
remarketing agent that they will tender or put a certain amount of bonds at the next interest rate reset date. If the remarketing
agent is unable to sell such bonds to other investors by the next interest rate reset date, we have unconditionally agreed to
purchase such bonds. We were not required to perform as liquidity provider pursuant to these obligations during the six
months ended November 30, 2018 or the prior fiscal year.

We had outstanding letters of credit for the benefit of our members totaling $313 million as of November 30, 2018. These
letters of credit relate to obligations for which we may be required to advance funds based on various trigger events
specified in the letter of credit agreements. If we are required to advance funds, the member is obligated to repay the
advance amount and accrued interest to us. In addition to these letters of credit, we had master letter of credit facilities in
place as of November 30, 2018, under which we may be required to issue letters of credit to third parties for the benefit of
our members up to an additional $58 million as of November 30, 2018. All of our master letter of credit facilities as of
November 30, 2018 were subject to material adverse change clauses at the time of issuance. Prior to issuing a letter of credit
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under these facilities, we confirm that there has been no material adverse change in the business or condition, financial or
otherwise, of the borrower since the time the loan was approved and that the borrower is currently in compliance with the
letter of credit terms and conditions.

Table 16 presents the maturities for each of the next five fiscal years and thereafter of the notional amount of our
outstanding guarantee obligations as of November 30, 2018.

Table 16: Maturities of Guarantee Obligations

Maturities of Guarantee Obligations

Outstanding
(Dollars in thousands) Amount 2019 2020 2021 2022 2023 Thereafter
Guarantees...........c.c..... $ 771,422 $ 150,074 $ 144,532 $ 121,756 $ 27,687 $ 160,594 $ 166,779

We recorded a guarantee liability of $10 million and $11 million as of November 30, 2018 and May 31, 2018, respectively,
for our guarantee and liquidity obligations associated with our members’ debt. We provide additional information about our
guarantee obligations in “Note 11—Guarantees.”

Unadvanced Loan Commitments

Unadvanced loan commitments represent approved and executed loan contracts for which funds have not been advanced to
borrowers. Our line of credit commitments include both contracts that are subject to material adverse change clauses and
contracts that are not subject to material adverse change clauses, while our long-term loan commitments are subject to
material adverse change clauses.

Table 17 displays the amount of unadvanced loan commitments, which consist of line of credit and long-term loan
commitments, as of November 30, 2018 and May 31, 2018.

Table 17: Unadvanced Loan Commitments

November 30, 2018 May 31, 2018

(Dollars in thousands) Amount % of Total Amount % of Total Change
Line of credit commitments:

Conditional™ ..o $ 4,800,550 37% $ 4,835,434 38% $ (34,884)

Unconditional® ..............coovveerveerioerieniensinens 3,053,902 23 2,857,350 23 196,552
Total line of credit unadvanced commitments......... 7,854,452 60 7,692,784 61 161,668
Total long-term loan unadvanced commitments'"... 5,289,612 40 4,952,834 39 336,778
Total unadvanced loan commitments....................... $13,144,064 100% $12,645,618 100% $ 498,446

mRepresents amount related to facilities that are subject to material adverse change clauses.
(2)Represents amount related to facilities that are not subject to material adverse change clauses.

Table 18 presents the amount of unadvanced loan commitments, by loan type, as of November 30, 2018 and the maturities
of the commitment amounts for each of the next five fiscal years and thereafter.

Table 18: Notional Maturities of Unadvanced Loan Commitments

Notional Maturities of Unadvanced Loan Commitments

Available
(Dollars in thousands) Balance 2019 2020 2021 2022 2023 Thereafter
Line of credit loans...... $ 7,854,452 § 302,927 $3,960,406 $ 908,973 $ 755,133 $1,339,586 § 587,427
Long-term loans........... 5,289,612 417,526 545,467 688,422 1,636,893 1,193,023 808,281
Total.....ccvveeveeieeiienne $13,144,064 $ 720,453 $4,505,873 $1,597,395 $2,392,026 $2,532,609 $1,395,708
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Unadvanced line of credit commitments accounted for 60% of total unadvanced loan commitments as of November 30,
2018, while unadvanced long-term loan commitments accounted for 40% of total unadvanced loan commitments.
Unadvanced line of credit commitments are typically revolving facilities for periods not to exceed five years and generally
serve as supplemental back-up liquidity to our borrowers. Historically, borrowers have not drawn the full commitment
amount for line of credit facilities, and we have experienced a very low utilization rate on line of credit loan facilities
regardless of whether or not we are obligated to fund the facility where a material adverse change exists. Our unadvanced
long-term loan commitments have a five-year draw period under which a borrower may advance funds prior to the
expiration of the commitment. We expect that the majority of the long-term unadvanced loan commitments of $5,290
million will be advanced prior to the expiration of the commitment.

Because we historically have experienced a very low utilization rate on line of credit loan facilities, which account for the
majority of our total unadvanced loan commitments, we believe the unadvanced loan commitment total of $13,144 million
as of November 30, 2018 is not necessarily representative of our future funding requirements.

Unadvanced Loan Commitments—Conditional

The majority of our line of credit commitments and all our unadvanced long-term loan commitments include material
adverse change clauses. Unadvanced loan commitments subject to material adverse change clauses totaled $10,090 million
and $9,789 million as of November 30, 2018 and May 31, 2018, respectively, and accounted for 77% of the combined total
of unadvanced line of credit and long-term loan commitments as of both November 30, 2018 and May 31, 2018. Prior to
making advances on these facilities, we confirm that there has been no material adverse change in the borrower’s business
or condition, financial or otherwise, since the time the loan was approved and confirm that the borrower is currently in
compliance with loan terms and conditions. In some cases, the borrower’s access to the full amount of the facility is further
constrained by use of proceeds restrictions, imposition of borrower-specific restrictions, or by additional conditions that
must be met prior to advancing funds. Since we generally do not charge a fee for the borrower to have an unadvanced
amount on a loan facility that is subject to a material adverse change clause, our borrowers tend to request amounts in excess
of their immediate estimated loan requirements.

Unadvanced Loan Commitments—Unconditional

Unadvanced loan commitments not subject to material adverse change clauses at the time of each advance consisted of
unadvanced committed lines of credit totaling $3,054 million and $2,857 million as of November 30, 2018 and May 31,
2018, respectively. For contracts not subject to a material adverse change clause, we are generally required to advance
amounts on the committed facilities as long as the borrower is in compliance with the terms and conditions of the facility.

Syndicated loan facilities, where the pricing is set at a spread over a market index rate as agreed upon by all of the
participating financial institutions based on market conditions at the time of syndication, accounted for 90% of
unconditional line of credit commitments as of November 30, 2018. The remaining 10% represented unconditional
committed line of credit loans, which under any new advance would be made at rates determined by us.

Table 19 presents the maturities for each of the next five fiscal years and thereafter of the notional amount of unconditional
committed lines of credit not subject to a material adverse change clause as of November 30, 2018.

Table 19: Maturities of Notional Amount of Unconditional Committed Lines of Credit

Notional Maturities of Unconditional Committed Lines of Credit
Available

(Dollars in thousands) Balance 2019 2020 2021 2022 2023 Thereafter
Committed lines of credit.. $ 3,053,902 $ 110,000 $ 347,582 $479,348 $ 455,400 § 1,228,176 $ 433,396

See “MD&A—Off-Balance Sheet Arrangements” in our 2018 Form 10-K for additional information on our off-balance
sheet arrangements.
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RISK MANAGEMENT

Overview

We face a variety of risks that can significantly affect our financial performance, liquidity, reputation and ability to meet the
expectations of our members, investors and other stakeholders. As a financial services company, the major categories of risk
exposures inherent in our business activities include credit risk, liquidity risk, market risk and operational risk. These risk
categories are summarized below.

*  Credit risk is the risk that a borrower or other counterparty will be unable to meet its obligations in accordance with
agreed-upon terms.

»  Liquidity risk is the risk that we will be unable to fund our operations and meet our contractual obligations or that we
will be unable to fund new loans to borrowers at a reasonable cost and tenor in a timely manner.

*  Market risk is the risk that changes in market variables, such as movements in interest rates, may adversely affect the
match between the timing of the contractual maturities, re-pricing and prepayments of our financial assets and the related
financial liabilities funding those assets.

*  Operational risk is the risk of loss resulting from inadequate or failed internal controls, processes, systems, human error
or external events. Operational risk also includes compliance risk, fiduciary risk, reputational risk and litigation risk.

Effective risk management is critical to our overall operations and to achieving our primary objective of providing cost-
based financial products to our rural electric members while maintaining the sound financial results required for investment-
grade credit ratings on our rated debt instruments. Accordingly, we have a risk-management framework that is intended to
govern the principal risks we face in conducting our business and the aggregate amount of risk we are willing to accept,
referred to as risk appetite, in the context of CFC’s mission and strategic objectives and initiatives. We provide information
on our risk management framework in our 2018 Form 10-K under “Item 7. MD&A—Risk Management—Risk Management
Framework.”

CREDIT RISK

Our loan portfolio, which represents the largest component of assets on our balance sheet, and guarantees account for the
substantial majority of our credit risk exposure. We also engage in certain non-lending activities that may give rise to credit
and counterparty settlement risk, including the purchase of investment securities and entering into derivative transactions to
manage interest rate risk. Our primary credit exposure is to rural electric cooperatives that provide essential electric services
to end-users, the majority of which are residential customers. We also have a limited portfolio of loans to not-for-profit and
for-profit telecommunication companies. We provide a discussion of our credit risk management processes and activities in
our 2018 Form 10-K under “Item 7. MD&A—Credit Risk—Credit Risk Management.”

Loan and Guarantee Portfolio Credit Risk

Below we provide information on the credit risk profile of our loan portfolio and guarantees, including security provisions,
loan concentration, credit performance and our allowance for loan losses.

Security Provisions

Except when providing line of credit loans, we generally lend to our members on a senior secured basis. Long-term loans
are generally secured on parity with other secured lenders (primarily RUS), if any, by all assets and revenue of the borrower
with exceptions typical in utility mortgages. Line of credit loans are generally unsecured. In addition to the collateral
pledged to secure our loans, distribution and power supply borrowers also are required to set rates charged to customers to
achieve certain specified financial ratios.
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Table 20 presents, by loan type and by company, the amount and percentage of secured and unsecured loans in our loan
portfolio as of November 30, 2018 and May 31, 2018. Of our total loans outstanding, 93% were secured and 7% were
unsecured as of both November 30, 2018 and May 31, 2018.

Table 20: Loan Portfolio Security Profile

November 30, 2018

(Dollars in thousands) Secured % of Total Unsecured % of Total Total
Loan type:
Long-term loans:
Long-term fixed-rate loans................ $ 22,274,200 98% $ 439,388 2% $ 22,713,588
Long-term variable-rate loans........... 1,068,274 99 9,697 1 1,077,971
Total long-term loans................cuuee..... 23,342,474 98 449,085 2 23,791,559
Line of credit loans..............ccccvveenneee. 104,726 7 1,386,668 93 1,491,394
Total loans outstanding'"..................... $ 23,447,200 93 $ 1,835,753 7 $25,282,953
Company:
CFCieeeeeeee e $ 22,414,376 93% $ 1,745,859 7% $ 24,160,235
NCSC..ooieeeeeeeeeeeeeee e 693,138 920 74,087 10 767,225
RTFC ..o 339,686 926 15,807 4 355,493
Total loans outstanding..................... $ 23,447,200 93 $ 1,835,753 7 $ 25282953
May 31, 2018
(Dollars in thousands) Secured % of Total Unsecured % of Total Total
Loan type:
Long-term loans:
Long-term fixed-rate loans................ $ 22,220,087 98% $ 476,098 2% $ 22,696,185
Long-term variable-rate loans........... 996,970 96 42,521 4 1,039,491
Total long-term loans............c.cccvenenee. W 98 T,m 2 W
Line of credit loans.........c...ccovveveennenne. 69,097 5 1,362,721 95 1,431,818
Total loans outstanding'".................... $ 23,286,154 93 $ 1,881,340 7 $25,167,49%4
Company:
CFCieeeeeee e $ 22,233,592 93% $ 1,784,327 7% $ 24,017,919
NCSC..ooiveeeeeeeeee e 703,396 89 83,061 11 786,457
RTFC .o 349,166 96 13,952 4 363,118
Total loans outstanding'".................... $ 23,286,154 93 $ 1,881,340 7 $ 25,167,494

M Represents the unpaid principal amount of loans as of the end of each period presented and excludes deferred loan origination costs of $11 million as of
both November 30, 2018 and May 31, 2018.

As part of our strategy in managing our credit risk exposure, we entered into a long-term standby purchase commitment
agreement with Farmer Mac in fiscal year 2016. Under this agreement, we may designate certain loans to be covered under
the commitment, as approved by Farmer Mac, and in the event any such loan later goes into payment default for at least 90
days, upon request by us, Farmer Mac must purchase such loan at par value. The outstanding principal balance of loans
covered under this agreement totaled $643 million as of November 30, 2018, compared with $660 million as of May 31,
2018. No loans have been put to Farmer Mac for purchase pursuant to this agreement. Our credit exposure is also mitigated
by long-term loans guaranteed by RUS. Guaranteed RUS loans totaled $158 million and $161 million as of November 30,
2018 and May 31, 2018, respectively.
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Credit Concentration

Concentrations may exist when there are amounts loaned to borrowers engaged in similar activities or in geographic areas
that would cause them to be similarly impacted by economic or other conditions or when there are large exposures to single
borrowers. As a tax-exempt, member-owned finance cooperative, CFC’s principal focus is to provide funding to its rural
electric utility cooperative members to assist them in acquiring, constructing and operating electric distribution, power
supply systems and related facilities. Because we lend primarily to our rural electric utility cooperative members, we have a
loan portfolio subject to single-industry and single-obligor concentrations. Outstanding loans to electric utility organizations
represented approximately 99% of our total outstanding loan portfolio as of November 30, 2018, unchanged from May 31,
2018. Although our organizational structure and mission results in single-industry concentration, we serve a geographically
diverse group of electric and telecommunications members throughout the United States and its territories, including all 50
states, the District of Columbia, American Samoa and Guam. Our consolidated membership totaled 1,449 members and 215
associates as of November 30, 2018. Texas had the largest concentration of outstanding loans to borrowers in any one state,
with approximately 15% of total loans outstanding as of both November 30, 2018 and May 31, 2018.

Single-Obligor Concentration

Table 21 displays the combined exposure of loans and guarantees of the 20 largest borrowers, by exposure type and by
company, as of November 30, 2018 and May 31, 2018. The 20 borrowers with the largest exposure consisted of nine
distribution systems, 10 power supply systems and one NCSC associate member as of both November 30, 2018 and May 31,
2018. The largest total outstanding exposure to a single borrower or controlled group represented approximately 2% of total
loans and guarantees outstanding as of both November 30, 2018 and May 31, 2018.

Table 21: Credit Exposure to 20 Largest Borrowers

November 30, 2018 May 31, 2018
(Dollars in thousands) Amount % of Total Amount % of Total Change
By exposure type:
LOoANS ..o $ 5,485,246 21% $ 5,613,991 22% § (128,745)
GUATANLEES ....vveereireeieieeieeteeteete et essesaeseeneanens 340,598 1 347,138 1 (6,540)
Total exposure to 20 largest borrowers.................. 5,825,844 22 5,961,129 23 (135,285)
Less: Loans covered under Farmer Mac standby
purchase commitment..............cccoeevverueennns (347,921) a (354,694) €)) 6,773
Net exposure to 20 largest borrowers.................... $ 5,477,923 21% $ 5,606,435 22% § (128,512)
By company:
CFC o $ 5,576,453 21% $ 5,703,723 22% § (127,270)
NCSC s 249,391 1 257,406 1 (8,015)
Total exposure to 20 largest borrowers.................. 5,825,844 22 5,961,129 23 (135,285)
Less: Loans covered under Farmer Mac standby
purchase commitment...............cccoeveveennenn. (347,921) 1 (354,694) (1) 6,773
Net exposure to 20 largest borrowers.................... $ 5,477,923 21% $ 5,606,435 22% $§ (128,512)

Although CFC has been exposed to single-industry and single-obligor concentrations since inception in 1969, we
historically have experienced limited defaults and very low credit losses in our electric loan portfolio. The likelihood of
default and loss for our electric cooperative borrowers, which account for 99% of our outstanding loans as of

November 30, 2018, has been low due to several factors. First, as discussed above, we generally lend to our members on a
senior secured basis. Second, electric cooperatives typically are consumer-owned, not-for-profit entities that provide an
essential service to end-users, the majority of which are residential customers. Third, electric cooperatives face limited
competition, as they tend to operate in exclusive territories not serviced by public investor-owned utilities. Fourth, the
majority operate in states where electric cooperatives are not subject to rate regulation. Thus, they are able to make rate
adjustments to pass along increased costs to the end customer without first obtaining state regulatory approval, allowing
them to cover operating costs and generate sufficient earnings and cash flows to service their debt obligations. Finally, they
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tend to adhere to a conservative business strategy model that has historically resulted in a relatively stable, resilient
operating environment and overall strong financial performance and credit strength for the electric cooperative network.

Credit Quality

Assessing the overall credit quality of our loan portfolio and measuring our credit risk is an ongoing process that involves
tracking payment status, the internal risk ratings of our borrowers, troubled debt restructurings, nonperforming and impaired
loans, charge-offs and other indicators of credit risk. We monitor and subject each borrower and loan facility in our loan
portfolio to an individual risk assessment based on quantitative and qualitative factors. Internal risk ratings and payment
status trends are indicators, among others, of the probability of borrower default and level of credit risk in our loan portfolio.

The overall credit quality of our loan portfolio remained high, as evidenced by our strong asset performance metrics,
including low levels of criticized exposure. We generally lend to members on a senior secured basis, which reduces the risk
of loss in the event of a borrower default. As displayed in Table 20 above, 93% of our total outstanding loans were secured
as of both November 30, 2018 and May 31, 2018. We had no delinquent or nonperforming loans as of November 30, 2018
and May 31, 2018. In addition, we had no loan defaults or charge-offs during the six months ended November 30, 2018.

Borrower Risk Ratings

Our borrower risk ratings are intended to align with banking regulatory agency credit risk rating definitions of pass and
criticized classifications, with loans classified as criticized further classified as special mention, substandard or doubtful.
Pass ratings reflect relatively low probability of default, while criticized ratings have a higher probability of default. Loans
with borrowers classified as criticized totaled $184 million, or 0.73%, of total loans outstanding as of November 30, 2018.
Of this amount, $178 million, was classified as substandard. In comparison, loans with borrowers classified as criticized
totaled $178 million, or 0.71%, of total loans outstanding as of May 31, 2018. Of this amount, $171 million was classified
as substandard. We did not have any loans classified as doubtful as of November 30, 2018 or May 31, 2018. See “Note 4—
Loans” for a description of each of the risk rating classifications.

Troubled Debt Restructurings

We actively monitor problem loans and, from time to time, attempt to work with borrowers to manage such exposures
through loan workouts or modifications that better align with the borrower’s current ability to pay. A loan restructuring or
modification of terms is accounted for as a troubled debt restructuring (“TDR?”) if, for economic or legal reasons related to
the borrower’s financial difficulties, a concession is granted to the borrower that we would not otherwise consider. TDR
loans generally are initially placed on nonaccrual status, although in many cases such loans were already on nonaccrual
status prior to modification. Interest accrued but not collected at the date a loan is placed on nonaccrual status is reversed
against earnings. These loans may be returned to performing status and the accrual of interest resumed if the borrower
performs under the modified terms for an extended period of time, and we expect the borrower to continue to perform in
accordance with the modified terms. In certain limited circumstances in which a TDR loan is current at the modification
date, the loan may remain on accrual status at the time of modification.

Table 22 presents the carrying value of loans modified as TDRs and the performance status as of November 30, 2018 and
May 31, 2018. Our last modification of a loan that met the definition of a TDR occurred in fiscal year 2017. Although TDR
loans may be returned to performing status if the borrower performs under the modified terms of the loan for an extended
period of time, TDR loans are considered individually impaired.
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Table 22: Troubled Debt Restructured Loans

November 30, 2018 May 31, 2018
Carrying % of Total Loans Carrying % of Total Loans
(Dollars in thousands) Amount Outstanding Amount Outstanding
TDR loans:

CFC et $ 6,261 0.03% $ 6,507 0.03%
RTFC...oiiieeeeteee, 5,842 0.02 6,092 0.02
Total TDR loans........ccccoeveeeeiriecnenenncnn $ 12,103 0.05% $ 12,599 0.05%

Performance status of TDR loans:
Performing TDR loans..........ccccceevvennennee. $ 12,103 0.05% $ 12,599 0.05%

As indicated in Table 22 above, we did not have any TDR loans classified as nonperforming as of November 30, 2018 or
May 31, 2018.

Nonperforming Loans

In addition to TDR loans that may be classified as nonperforming, we also may have nonperforming loans that have not
been modified as a TDR loan. We classify such loans as nonperforming at the earlier of the date when we determine: (i)
interest or principal payments on the loan is past due 90 days or more; (ii) as a result of court proceedings, the collection of
interest or principal payments based on the original contractual terms is not expected; or (iii) the full and timely collection of
interest or principal is otherwise uncertain. Once a loan is classified as nonperforming, we generally place the loan on
nonaccrual status. Interest accrued but not collected at the date a loan is placed on nonaccrual status is reversed against
earnings. We had no loans classified as nonperforming as of November 30, 2018 or May 31, 2018.

Net Charge-Offs

Charge-offs represent the amount of a loan that has been removed from our consolidated balance sheet when the loan is
deemed uncollectible. Generally the amount of a charge-off is the recorded investment in excess of the fair value of the
expected cash flows from the loan, or, if the loan is collateral dependent, the fair value of the underlying collateral securing
the loan. We report charge-offs net of amounts recovered on previously charged off loans. We had no loan defaults or
charge-offs during the six months ended November 30, 2018 and 2017.

Historical Loan Losses

In its 49-year history, CFC has experienced only 16 defaults, of which 10 resulted in no loss and six resulted in the
cumulative historical net charge-offs of $86 million for our electric utility loan portfolio. Of this amount, $67 million was
attributable to electric utility power supply cooperatives and $19 million was attributable to electric distribution
cooperatives. We discuss the reasons loans to electric utility cooperatives, our principal lending market, typically have a
relatively low risk of default above under “Credit Concentration.”

In comparison, since RTFC’s inception in 1987, we have had 15 defaults and cumulative net charge-offs attributable to
telecommunication borrowers totaling $427 million, the most significant of which was a charge-off of $354 million in fiscal
year 2011. This charge-off related to outstanding loans to Innovative Communications Corporation (“ICC”), a former RTFC
member, and the transfer of ICC’s assets in foreclosure to Caribbean Asset Holdings, LLC.

Outstanding loans to electric utility organizations totaled $24,928 million and accounted for 99% of our total outstanding
loan portfolio as of November 30, 2018, while outstanding RTFC telecommunications loans totaled $355 million and

accounted for 1% of our total outstanding loan portfolio as of November 30, 2018.

We provide additional information on the credit quality of our loan portfolio in “Note 4—Loans.”
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Allowance for Loan Losses

The allowance for loan losses represents management’s estimate of probable losses inherent in our loan portfolio as of each
balance sheet date. We determine the allowance based on borrower risk ratings, historical loss experience, specific problem
loans, economic conditions and other pertinent factors that, in management’s judgment, may affect the risk of loss in our
loan portfolio.

Table 23 summarizes changes in the allowance for loan losses for the three and six months ended November 30, 2018 and
2017, and provides a comparison of the allowance by company as of November 30, 2018 and May 31, 2018.

Table 23: Allowance for Loan Losses

Three Months Ended November 30, Six Months Ended November 30,
(Dollars in thousands) 2018 2017 2018 2017
Beginning balance..............cccceeveveveveieierereennnn, $ 18,692 § 37,078 $ 18,801 § 37,376
Benefit for loan 10Sses.........cccevveeieniieienneennnne. (1,788) (304) (1,897) (602)
Ending balance...........cccoeveveveeeevevereieeeein, $ 16,904 § 36,774 $ 16,904 § 36,774

November 30, 2018 May 31, 2018

Allowance for loan losses by company:

CFC..e e $ 12,174  § 12,300
NCSC ittt 1,969 2,082
RTFC...oooiiiiceccet e 2,761 4,419
Total..c.eeieieiee e $ 16,904 § 18,801

Allowance coverage ratios:
Total loans outstanding ..o $ 25,282,953 $ 25,167,494
Percentage of total loans outstanding ............. 0.07% 0.07%

M Represents the unpaid principal amount of loans as of the end of each period presented and excludes unamortized deferred loan origination costs of $11
million as of both November 30, 2018 and May 31, 2018.

Our allowance for loan losses decreased by $2 million to $17 million as of November 30, 2018 from May 31, 2018. The
allowance coverage ratio was 0.07% as of both November 30, 2018 and May 31, 2018. We had no loans classified as
nonperforming as of November 30, 2018 or May 31, 2018. We experienced no charge-offs during the three and six months
ended November 30, 2018 and 2017. Loans designated as individually impaired totaled $12 million and $13 million as of
November 30, 2018 and May 31, 2018, respectively, and the specific allowance related to those loans totaled $1 million as
of both November 30, 2018 and May 31, 2018.

See “MD&A—Critical Accounting Policies and Estimates—Allowance for Loan Losses” and “Note |—Summary of
Significant Accounting Policies” in our 2018 Form 10-K for additional information on the methodology for determining our
allowance for loan losses and the key assumptions. See “Note 4—Loans” of this report for additional information on the
credit quality of our loan portfolio.

Counterparty Credit Risk
We are exposed to counterparty credit risk related to the performance of the parties with which we enter into financial
transactions, primarily for derivative instruments, cash and time deposit accounts and our investment security holdings. To

mitigate this risk, we only enter into these transactions with financial institutions with investment-grade ratings. Our cash
and time deposits with financial institutions generally have an original maturity of less than one year.
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We manage our derivative counterparty credit risk by monitoring the overall credit worthiness of each counterparty based on
our internal counterparty credit risk scoring model; using counterparty-specific credit risk limits; executing master netting
arrangements; and diversifying our derivative transactions among multiple counterparties. We also require that our
derivative counterparties be a participant in one of our committed bank revolving line of credit agreements. Our derivative
counterparties had credit ratings ranging from Aa2 to Baa2 by Moody’s Investors Service (“Moody’s”) and from AA- to
BBB+ by S&P Global Inc. (“S&P”) as of November 30, 2018. Our largest counterparty exposure, based on the outstanding
notional amount, represented approximately 23% and 24% of the total outstanding notional amount of derivatives as of
November 30, 2018 and May 31, 2018, respectively.

Credit Risk-Related Contingent Features

Our derivative contracts typically contain mutual early-termination provisions, generally in the form of a credit rating
trigger. Under the mutual credit rating trigger provisions, either counterparty may, but is not obligated to, terminate and
settle the agreement if the credit rating of the other counterparty falls below a level specified in the agreement. If a
derivative contract is terminated, the amount to be received or paid by us would be equal to the prevailing fair value, as
defined in the agreement, as of the termination date.

Our senior unsecured credit ratings from Moody’s and S&P were A2 and A, respectively, as of November 30, 2018. Both
Moody’s and S&P had our ratings on stable outlook as of November 30, 2018. Table 24 displays the notional amounts of our
derivative contracts with rating triggers as of November 30, 2018, and the payments that would be required if the contracts
were terminated as of that date because of a downgrade of our unsecured credit ratings or the counterparty’s unsecured
credit ratings below A3/A-, below Baal/BBB+, to or below Baa2/BBB, below Baa3/BBB-, or to or below Ba2/BB+ by
Moody’s or S&P, respectively. In calculating the payment amounts that would be required upon termination of the derivative
contracts, we assumed that the amounts for each counterparty would be netted in accordance with the provisions of the
counterparty's master netting agreements. The net payment amounts are based on the fair value of the underlying derivative
instrument, excluding the credit risk valuation adjustment, plus any unpaid accrued interest amounts.

Table 24: Rating Triggers for Derivatives

Notional Payable Due Receivable Net (Payable)/

(Dollars in thousands) Amount From CFC Due to CFC Receivable
Impact of rating downgrade trigger:

Falls below A3/A-" $ 52,555 § (7,819) $ — 8 (7,819)

Falls below Baal/BBB+ 7,308,946 (37,072) 75,448 38,376

Falls to or below Baa2/BBB 525,293 — 7,137 7,137

Falls below Baa3/BBB- 222,643 (8,952) — (8,952)
Total ..o $ 8,109,437 S (53,843) $ 82,585 § 28,742

O Rating trigger for CFC falls below A3/A-, while rating trigger for counterparty falls below Baal/BBB+ by Moody’s or S&P, respectively.
@ Rating trigger for CFC falls to or below Baa2/BBB, while rating trigger for counterparty falls to or below Ba2/BB+ by Moody’s or S&P, respectively.

We have outstanding notional amount of derivatives with one counterparty subject to a ratings trigger and early termination
provision in the event of a downgrade of CFC’s senior unsecured credit ratings below Baa3, BBB- or BBB- by Moody’s,
S&P or Fitch Ratings Inc. (“Fitch”), respectively, which is not included in the above table, totaling $165 million as of
November 30, 2018. These contracts were in an unrealized gain position of $2 million as of November 30, 2018.

The aggregate fair value amount, including the credit valuation adjustment, of all interest rate swaps with rating triggers that
were in a net liability position was $54 million as of November 30, 2018. There were no counterparties that fell below the
rating trigger levels in our interest swap contracts as of November 30, 2018. If a counterparty has a credit rating that falls
below the rating trigger level specified in the interest swap contract, we have the option to terminate all derivatives with the
counterparty. However, we generally do not terminate such agreements prematurely because our interest rate swaps are
critical to our matched funding strategy to mitigate interest rate risk.

See “Item 1A. Risk Factors” in our 2018 Form 10-K for additional information about credit risk related to our business.
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LIQUIDITY RISK

We define liquidity as the ability to convert assets to cash quickly and efficiently, maintain access to readily available
funding and rollover or issue new debt, under both normal operating conditions and periods of CFC-specific and/or market
stress, to ensure that we can meet borrower loan requests, pay current and future obligations and fund our operations on a
cost-effective basis. Our primary sources of liquidity include cash flows from operations, member loan repayments,
committed bank revolving lines of credit, committed loan facilities under the Guaranteed Underwriter Program, revolving
note purchase agreements with Farmer Mac and our ability to issue debt in the capital markets, to our members and in
private placements. We provide a discussion of our liquidity risk-management framework and activities undertaken to
manage liquidity risk in our 2018 Form 10-K under “Item 7. MD&A—Liquidity Risk—Liquidity Risk Management.”

Available Liquidity

As part of our strategy in managing liquidity risk and meeting our liquidity objectives, we seek to maintain a substantial
level of on-balance sheet and off-balance sheet sources of liquidity that are readily available for access to meet our near-
term liquidity needs. Table 25 presents the sources of our available liquidity as of November 30, 2018, compared with
May 31, 2018.

Table 25: Available Liquidity

November 30, 2018 May 31, 2018

(Dollars in millions) Total Accessed Available Total Accessed Available
Cash and cash equivalents ............ccccocoeeerereererennene. $ 227 § — $ 227 $ 231 § — $ 231
Committed bank revolvin}% line of credit

agreements—unsecured"” ............co.cooorurireeuan. 2,975 3 2,972 3,085 3 3,082
Guaranteed Underwriter Program committed

facilities—secured®.........cooooomrriirerrinrienn. 7,298 5,423 1,875 6,548 5,323 1,225
Farmer Mac revolving note purchase agreementj

dated March 24, 2011, as amended—secured® .. 5,200 2,763 2,437 5,200 2,791 2,409
Farmer Mac revolving note purchase agreement,

dated July 31, 2015, as amended—secured ........ 300 — 300 300 100 200
TOtaAl ..o $16,000 $ 8,189 $ 7811 $15364 §$ 8217 §$§ 7,147

D The committed bank revolving line of credit agreements consist of a three-year and a five-year line of credit agreement. The accessed amount of $3
million as of both November 30, 2018 and May 31, 2018, relates to letters of credit issued pursuant to the five-year line of credit agreement.

@ The committed facilities under the Guaranteed Underwriter Program are not revolving.
® Availability subject to market conditions.

We believe we have sufficient liquidity from the available on- and off-balance sheet liquidity sources presented above in
Table 25 and our ability to issue debt to meet demand for member loan advances and satisfy our obligations to repay long-
term debt maturing over the next 12 months.

Borrowing Capacity Under Current Facilities

Following is a discussion of our borrowing capacity and key terms and conditions under our revolving line of credit
agreements with banks and committed loan facilities under the Guaranteed Underwriter Program and revolving note
purchase agreements with Farmer Mac.

Committed Bank Revolving Line of Credit Agreements—Unsecured

Our committed bank revolving lines of credit may be used for general corporate purposes; however, we generally rely on

them as a backup source of liquidity for our member and dealer commercial paper. We had $2,975 million of commitments
under committed bank revolving line of credit agreements as of November 30, 2018. Under our current committed bank
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revolving line of credit agreements, we have the ability to request up to $300 million of letters of credit, which would result
in a reduction in the remaining available amount under the facilities.

On November 28, 2018, we amended the three-year and five-year committed bank revolving line of credit agreements to
extend the maturity dates to November 28, 2021 and November 28, 2023, respectively, and to terminate certain third-party
bank commitments totaling $53 million under the three-year agreement and $57 million under the five- year agreement. As a
result, the total commitment amount from third-parties under the three-year facility and the five-year facility is $1,440
million and $1,535 million, respectively, resulting in a combined total commitment amount under the two facilities

of $2,975 million.

Table 26 presents the total commitment, the net amount available for use and the outstanding letters of credit under our
committed bank revolving line of credit agreements as of November 30, 2018. We did not have any outstanding borrowings
under our bank revolving line of credit agreements as of November 30, 2018.

Table 26: Committed Bank Revolving Line of Credit Agreements

November 30, 2018
Letters of
Total Credit Net Available for Annual
(Dollars in millions) Commitment Outstanding Advance Maturity Facility Fee ®
3-year agreement ................. $ 1,440 $ — 8 1,440 November 28, 2021 7.5 bps
S-year agreement................. 1,535 3 1,532 November 28, 2023 10 bps
Total ..cc.ooveeiiiicece $ 2,975 $ 3 8 2,972

( )Fac111ty fee based on CFC’s senior unsecured credit ratings in accordance with the established pricing schedules at the inception of the related agreement.

Our committed bank revolving line of credit agreements do not contain a material adverse change clause or rating triggers
that would limit the banks’ obligations to provide funding under the terms of the agreements; however, we must be in
compliance with the covenants to draw on the facilities. We have been and expect to continue to be in compliance with the
covenants under our committed bank revolving line of credit agreements. As such, we could draw on these facilities to repay
dealer or member commercial paper that cannot be rolled over. See “Financial Ratios and Debt Covenants” below for
additional information, including the specific financial ratio requirements under our committed bank revolving line of credit
agreements.

Guaranteed Underwriter Program Committed Facilities—Secured

Under the Guaranteed Underwriter Program, we can borrow from the Federal Financing Bank and use the proceeds to make
new loans and refinance existing indebtedness. As part of the program, we pay fees, based on outstanding borrowings, that
support the USDA Rural Economic Development Loan and Grant program. The borrowings under this program are
guaranteed by RUS.

On November 15, 2018, we closed on a $750 million committed loan facility (Series N) from the Federal Financing Bank
under the Guaranteed Underwriter Program. Pursuant to this facility, we may borrow any time before July 15, 2023. Each
advance is subject to quarterly amortization and a final maturity not longer than 20 years from the advance date. The closing
of this committed loan facility increased the amount available for access under the Guaranteed Underwriter Program to
$1,875 million as of November 30, 2018. Of this amount, $375 million is available for advance through October 15, 2019,
$750 million is available for advance through July 15, 2022 and $750 million is available for advance through July 15,
2023.

We are required to pledge eligible distribution system loans or power supply system loans as collateral in an amount at least
equal to the total outstanding borrowings under the Guaranteed Underwriter Program. See “Consolidated Balance Sheet
Analysis—Debt—Collateral Pledged” and “Note 4—Loans” for additional information on pledged collateral.
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Farmer Mac Revolving Note Purchase Agreements—Secured

As indicated in Table 25, we have two revolving note purchase agreements with Farmer Mac, which together allow us to
borrow up to $5,500 million from Farmer Mac. Under our first revolving note purchase agreement with Farmer Mac, dated
March 24, 2011, as amended, we can borrow, subject to market conditions, up to $5,200 million at any time through January
11, 2022, and such date shall automatically extend on each anniversary date of the closing for an additional year, unless
prior to any such anniversary date, Farmer Mac provides us with a notice that the draw period will not be extended beyond
the remaining term. This revolving note purchase agreement allows us to borrow, repay and re-borrow funds at any time
through maturity, as market conditions permit, provided that the outstanding principal amount at any time does not exceed
the total available under the agreement. Each borrowing under the note purchase agreement is evidenced by a pricing
agreement setting forth the interest rate, maturity date and other related terms as we may negotiate with Farmer Mac at the
time of each such borrowing. We may select a fixed rate or variable rate at the time of each advance with a maturity as
determined in the applicable pricing agreement. We had outstanding secured notes payable totaling $2,763 million and
$2,791 million as of November 30, 2018 and May 31, 2018, respectively, under the Farmer Mac revolving note purchase
agreement of $5,200 million. The available borrowing amount totaled $2,437 million as of November 30, 2018.

Under our second revolving note purchase agreement with Farmer Mac, dated July 31, 2015, as amended, we can borrow up
to $300 million at any time through December 20, 2023 at a fixed spread over LIBOR. This agreement also allows us to
borrow, repay and re-borrow funds at any time through maturity, provided that the outstanding principal amount at any time
does not exceed the total available under the agreement. Prior to the maturity date, Farmer Mac may terminate the
agreement upon 30 days written notice to us on periodic facility renewal dates, the first of which is January 31, 2019.
Subsequent facility renewal dates are on each June 20 or December 20 thereafter until the maturity date. We may terminate
the agreement upon 30 days written notice at any time. Under the terms of the first revolving note purchase agreement with
Farmer Mac described above, the $5,200 million commitment will increase to $5,500 million in the event the second
revolving note purchase agreement is terminated. We had no outstanding notes payable under this agreement as of
November 30, 2018. We had outstanding borrowings of $100 million as of May 31, 2018 under this revolving note purchase
agreement with Farmer Mac.

Pursuant to both Farmer Mac revolving note purchase agreements, we are required to pledge eligible distribution system or
power supply system loans as collateral in an amount at least equal to the total principal amount of notes outstanding. See
“Consolidated Balance Sheet Analysis—Debt—Collateral Pledged” and “Note 4—Loans” for additional information on
pledged collateral.

Short-Term Borrowings and Long-Term and Subordinated Debt

Additional funding is provided by short-term borrowings and issuances of long-term and subordinated debt. We rely on
short-term borrowings as a source to meet our daily, near-term funding needs. Long-term and subordinated debt represents
the most significant component of our funding. The issuance of long-term debt allows us to reduce our reliance on short-
term borrowings and effectively manage our refinancing and interest rate risk.

Short-Term Borrowings

Our short-term borrowings consist of commercial paper, which we offer to members and dealers, select notes and daily
liquidity fund notes offered to members, and bank-bid notes and medium-term notes offered to members and dealers.

Table 27 displays the composition, by funding source, of our short-term borrowings as of November 30, 2018 and May 31,

2018. Member borrowings accounted for 74% of total short-term borrowings as of November 30, 2018, compared with 69%
of total short-term borrowings as of May 31, 2018.
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Table 27: Short-Term Borrowings—Funding Sources

November 30, 2018 May 31, 2018
% of Total % of Total

Amount Short-Term Amount Short-Term
(Dollars in thousands) Outstanding Borrowings Outstanding Borrowings
Funding source:
MEMDETS ....ceeieriiiiriieieererteee e $ 3,041,657 74% $ 2,631,644 69%
Capital MarketS..........coeveevvieviiiieieieee e 1,058,949 26 1,164,266 31
TOtAL ... $ 4,100,606 100% $ 3,795,910 100%

Table 28 displays the composition, by product type, of our short-term borrowings as of November 30, 2018 and May 31,
2018.

Table 28: Short-Term Borrowings

November 30, 2018 May 31, 2018
% of Total % of Total
Amount Debt Amount Debt

(Dollars in thousands) Outstanding Outstanding Outstanding Outstanding
Short-term borrowings:
Commercial paper:

Commercial paper to dealers, net of discounts........... $ 1,058,949 4% $ 1,064,266 4%

Commercial paper to members, at par........c..cocceee... 1,218,730 5 1,202,105 5
Total commercial Paper.........c.ccceeeveeeeviieeeneeieieeiennn 2,277,679 9 2,266,371 9
Select notes to MEMDbETS ..........cc.eevevvveeeeeeeeeiieeereee e 1,031,022 4 780,472 3
Daily liquidity fund notes to members.......................... 566,935 3 400,635 2
Medium-term notes to MembETS.......cccuvvveeivveveeeeeeernns 224,970 1 248,432 1
Farmer Mac revolving facility..........cccccoevvevievienrenenen. — — 100,000 —
Total short-term borrowings ............cceeeeverereerencvenennns $ 4,100,606 17% $ 3,795,910 15%

Our short-term borrowings increased by $305 million to $4,101 million as of November 30, 2018 from May 31, 2018. Our
intent is to manage our short-term wholesale funding risk by maintaining outstanding dealer commercial paper at an amount
below $1,250 million for the foreseeable future. Outstanding dealer commercial paper of $1,059 million and $1,064 million
as of November 30, 2018 and May 31, 2018, respectively, was below our maximum threshold of $1,250 million.

Long-Term and Subordinated Debt

In addition to access to private debt facilities, we also issue debt in the public capital markets. Pursuant to Rule 405 of the
Securities Act, we are classified as a “well-known seasoned issuer.” See “Item 7. MD&A—Liquidity Risk™ in our 2018
Form 10-K for additional information on our shelf registration statements with the SEC.

As discussed in “Consolidated Balance Sheet Analysis—Debt,” long-term and subordinated debt totaled $20,596 million
and accounted for 83% of total debt outstanding as of November 30, 2018, from $20,837 million, or 85%, of total debt
outstanding as of May 31, 2018. Table 29 summarizes long-term and subordinated debt issuances and repayments during the
six months ended November 30, 2018.
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Table 29: Issuances and Repayments of Long-Term and Subordinated Debt”

Six Months Ended November 30, 2018
(2)

(Dollars in thousands) Issuances Repayments Change

Long-term and subordinated debt activity:
Collateral trust bonds ..........cccceeeeeeeierieieieieeeese e $ 625,000 $ 1,180,000 S$  (555,000)
Guaranteed Underwriter Program notes payable...... 100,000 30,832 69,168
Farmer Mac notes payable .........ccccooceevinieneneenenen. 250,000 278,015 (28,015)
Medium-term notes sold to members..........c..c.cc...... 92,800 91,093 1,707
Medium-term notes sold to dealers..........c.cccoceeneenee. 301,957 31,497 270,460
Members’ subordinated certificates ............c..cue...... 964 4,279 3,315)

TOLAL ettt $ 1,370,721 $ 1,615,716 $  (244,995)

(D Amounts exclude unamortized debt issuance costs and discounts.
(2)Repayments include principal maturities, scheduled amortization payments, repurchases and redemptions.

Table 30 summarizes the scheduled amortization of the principal amount of long-term debt, subordinated deferrable debt
and members’ subordinated certificates as of November 30, 2018.

Table 30: Principal Maturity of Long-Term and Subordinated Debt

. Amou'nt a
(Dollars in thousands) Maturing % of Total
Fiscal year ending:
May 31, 2019 .o $ 1,168,993 6%
May 31, 2020 ..oooiiiiiiiienieneeieeece 1,560,914 7
May 31, 2021 oo 1,806,498 9
May 31, 2022 .o 1,908,045 9
May 31,2023 ..o 1,171,211 6
Thereafter......ccoveivvvveiiiiiiieiiieeeeeeeeeee 12,980,419 63
Total ..o $ 20,596,080 100%

(DExcludes $0.2 million in subscribed and unissued member subordinated certificates for which a payment has been received. Member loan subordinated
certificates totaling $272 million amortize annually based on the unpaid principal balance of the related loan.

We provide additional information on our financing activities above under “Consolidated Balance Sheet Analysis—Debt.”
Investment Portfolio

In addition to our primary sources of liquidity discussed above, we have an investment portfolio composed of equity
securities and held-to-maturity debt securities. We intend for our investment portfolio, which totaled $645 million and $710
million as of November 30, 2018 and May 31, 2018, respectively, to remain adequately liquid to serve as a contingent
supplemental source of liquidity for unanticipated liquidity needs.

Pursuant to our investment policy and guidelines, all fixed-income debt securities, at the time of purchase, must be rated at
least investment grade and on stable outlook based on external credit ratings from at least two of the leading global credit
rating agencies, when available, or the corresponding equivalent, when not available. Securities rated investment grade, that
is those rated Baa3 or higher by Moody’s or BBB- or higher by S&P or BBB- or higher by Fitch, are generally considered
by the rating agencies to be of lower credit risk than non-investment grade securities. We have the positive intent and ability
to hold these securities to maturity. As such, we have classified them as held to maturity on our condensed consolidated
balance sheet.
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Our investment portfolio is unencumbered and structured so that securities have active secondary or resale markets under
normal market conditions. The objective of the portfolio is to achieve returns commensurate with the level of risk assumed
subject to CFC’s investment policy and guidelines and liquidity requirements.

We provide additional information on our investment securities in “Note 3—Investment Securities.”
Projected Near-Term Sources and Uses of Liquidity

As discussed above, our primary sources of liquidity include cash flows from operations, member loan repayments,
committed bank revolving lines of credit, committed loan facilities, short-term borrowings and funds from the issuance of
long-term and subordinated debt. Our primary uses of liquidity include loan advances to members, principal and interest
payments on borrowings, periodic settlement payments related to derivative contracts, and operating expenses.

Table 31 below displays our projected sources and uses of cash, by quarter, over the next six quarters through the quarter
ending May 31, 2020. Our projected liquidity position reflects our current plan to expand our investment portfolio. Our
assumptions also include the following: (i) the estimated issuance of long-term debt, including collateral trust bonds and
private placement of term debt, is based on maintaining a matched funding position within our loan portfolio with our bank
revolving lines of credit serving as a backup liquidity facility for commercial paper and on maintaining outstanding dealer
commercial paper at an amount below $1,250 million; (ii) long-term loan scheduled amortization payments represent the
scheduled long-term loan payments for loans outstanding as of November 30, 2018, and our current estimate of long-term
loan prepayments, which the amount and timing of are subject to change; (iii) other loan repayments and other loan
advances primarily relate to line of credit repayments and advances; (iv) long-term debt maturities reflect scheduled
maturities of outstanding term debt for the periods presented; and (v) long-term loan advances reflect our current estimate of
member demand for loans, the amount and timing of which are subject to change.

Table 31: Projected Sources and Uses of Liquidity™

Projected Sources of Liquidity Projected Uses of Liquidity
Anticipated Total Long- Total Other
Long-Term Long-Term Projected Long-Term Term Other Projected Sources/

(Dollars in Debt Loan ) Other Loalz3 Sources of Debt 4 Loan Loan 5 Uses of (Uses) o .
millions) Issuance Repayments( ) Repayments ) Liquidity Maturities®  Advances Advances® Liquidity  Liquidity )
3QFY2019..... $ 1,320 $ 405 $ 106 $ 1,831 § 780 $ 790 $ 547 $ 2,117 § 168
4QFY 2019..... 495 292 269 1,056 509 434 — 943 (219)
1Q FY 2020...... 340 321 — 661 294 328 — 622 25)
2QFY2020...... 815 293 — 1,108 735 346 — 1,081 (74)
3QFY2020...... 690 317 — 1,007 571 501 — 1,072 42
4QFY 2020...... 920 301 — 391 76 406 — 482 15
Total ............. $ 3,750 $ 1,929 §$ 375 $ 6,054 $ 2,965 §$§ 2,805 $ 547 $ 6317 § 93

O The dates presented represent the end of each quarterly period through the quarter ending May 31, 2020.

@ Anticipated long-term loan repayments include scheduled long-term loan amortizations, anticipated cash repayments at repricing date and sales.
@ Other loan repayments include anticipated short-term loan repayments.

@ Long-term debt maturities also include medium-term notes with an original maturity of one year or less and expected early redemptions of debt.

5 . . . .
) Includes net increase or decrease to dealer commercial paper, and purchases and maturity of investments.

As displayed in Table 31, we currently project long-term advances of $1,898 million over the next 12 months, which we
anticipate will exceed anticipated loan repayments over the same period of $1,311 million by approximately $587 million.
The estimates presented above are developed at a particular point in time based on our expected future business growth and
funding. Our actual results and future estimates may vary, perhaps significantly, from the current projections, as a result of
changes in market conditions, management actions or other factors.
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Credit Ratings

Our funding and liquidity, borrowing capacity, ability to access capital markets and other sources of funds and the cost of
these funds are partially dependent on our credit ratings. Rating agencies base their ratings on numerous factors, including
liquidity, capital adequacy, industry position, member support, management, asset quality, quality of earnings and the
probability of systemic support. Significant changes in these factors could result in different ratings. Table 32 displays our
credit ratings as of November 30, 2018. Moody’s, S&P and Fitch affirmed our ratings and outlook during the current
quarter. Our credit ratings as of November 30, 2018 are unchanged from May 31, 2018, and as of the date of the filing of
this Report.

Table 32: Credit Ratings

November 30, 2018

Moody’s S&P Fitch
Long-term issuer credit rating" ...... A2 A A
Senior secured debt®..................... Al A A+
Senior unsecured debt®................... A2 A A
Subordinated debt..............cc.ccu....... A3 BBB+ BBB+
Commercial paper ............ccoccvenenee. P-1 A-1 F1
OUtlooK ......ooeviieiieiiecieceecee Stable Stable Stable

O Based on our senior unsecured debt rating.
(2)Applies to our collateral trust bonds.
(3)Applies to our medium-term notes.

In order to access the commercial paper markets at attractive rates, we believe we need to maintain our current commercial
paper credit ratings of P-1 by Moody’s, A-1 by S&P and F1 by Fitch. In addition, the notes payable to the Federal Financing
Bank and guaranteed by RUS under the Guaranteed Underwriter Program contain a provision that if during any portion of
the fiscal year, our senior secured credit ratings do not have at least two of the following ratings: (i) A3 or higher from
Moody’s, (ii) A- or higher from S&P, (iii) A- or higher from Fitch or (iv) an equivalent rating from a successor rating agency
to any of the above rating agencies, we may not make cash patronage capital distributions in excess of 5% of total patronage
capital. See “Credit Risk—Counterparty Credit Risk—Credit Risk-Related Contingent Features” above for information on
credit rating provisions related to our derivative contracts.

Financial Ratios

Our debt-to-equity ratio decreased to 15.49-to-1 as of November 30, 2018, from 16.72-to-1 as of May 31, 2018, primarily
due to an increase in equity resulting from our reported net income of $168 million for the six months ended November 30,
2018, which was partially offset by the patronage capital retirement of $48 million in August 2018.

Our adjusted debt-to-equity ratio decreased to 6.15-to-1 as of November 30, 2018, from 6.18-to-1 as of May 31, 2018,
primarily attributable to an increase in adjusted equity due to our adjusted net income of $73 million, which was partially
offset by the patronage capital retirement of $48 million. We provide a reconciliation of our adjusted debt-to-equity ratio to
the most comparable GAAP measure and an explanation of the adjustments below in “Non-GAAP Financial Measures.”

Debt Covenants

As part of our short-term and long-term borrowing arrangements, we are subject to various financial and operational
covenants. If we fail to maintain specified financial ratios, such failure could constitute a default by CFC of certain debt
covenants under our committed bank revolving line of credit agreements and senior debt indentures. We were in compliance
with all covenants and conditions under our committed bank revolving line of credit agreements and senior debt indentures
as of November 30, 2018.
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As discussed above in “Summary of Selected Financial Data,” the financial covenants set forth in our committed bank
revolving line of credit agreements and senior debt indentures are based on adjusted financial measures, including adjusted
TIER. We provide a reconciliation of adjusted TIER and other non-GAAP measures disclosed in this report to the most
comparable GAAP measures and an explanation of the adjustments below in “Non-GAAP Financial Measures.”

MARKET RISK

Interest rate risk represents our primary source of market risk. Interest rate risk is the risk to current or anticipated earnings
or equity arising primarily from movements in interest rates. This risk results from differences between the timing of cash
flows on our assets and the liabilities funding those assets. The timing of cash flows of our assets is impacted by re-pricing
characteristics, prepayments and contractual maturities. Our interest rate risk exposure is primarily related to the funding of
the fixed-rate loan portfolio. We provide a discussion of how we manage interest rate risk in our 2018 Form 10-K under
“Item 7. MD&A—Market Risk—Market Risk Management.”

Matched Funding Objective

Our funding objective is to manage the matched funding of asset and liability repricing terms within a range of adjusted total
assets (calculated by excluding derivative assets from total assets) deemed appropriate by the Asset Liability Committee
based on the current environment and extended outlook for interest rates. We refer to the difference between fixed-rate loans
scheduled for amortization or repricing and the fixed-rate liabilities and equity funding those loans as our interest rate gap.
Our primary strategies for managing our interest rate risk include the use of derivatives and limiting the amount of fixed-rate
assets that can be funded by variable-rate debt to a specified percentage of adjusted total assets based on market conditions.
We provide our members with many options on loans with regard to interest rates, the term for which the selected interest
rate is in effect and the ability to convert or prepay the loan. Long-term loans generally have maturities of up to 35 years.
Borrowers may select fixed interest rates for periods of one year through the life of the loan. We do not match fund the
majority of our fixed-rate loans with a specific debt issuance at the time the loans are advanced. We fund the amount of
fixed-rate assets that exceed fixed-rate debt and members’ equity with short-term debt, primarily commercial paper.

Interest Rate Gap Analysis

To monitor and mitigate interest rate risk in the funding of fixed-rate assets, we perform a monthly interest rate gap analysis
that provides a comparison between fixed-rate assets repricing or maturing by year and fixed-rate liabilities and members’
equity maturing by year.

We maintain an unmatched position on our fixed-rate assets within a targeted range of adjusted total assets. The limited
unmatched position is intended to provide flexibility to ensure that we are able to match the current maturing portion of
long-term fixed-rate loans based on maturity date and the opportunity in the current low interest rate environment to
increase the gross yield on our fixed rate assets without taking what we would consider to be excessive risk.

Table 33 displays the scheduled amortization and repricing of fixed-rate assets and liabilities outstanding as of

November 30, 2018. We exclude variable-rate loans from our interest rate gap analysis, as we do not consider the interest
rate risk on these loans to be significant because they are subject to repricing at least monthly. Loans with variable interest
rates accounted for 10% of our total loan portfolio as of both November 30, 2018 and May 31, 2018. Fixed-rate liabilities
include debt issued at a fixed rate as well as variable-rate debt swapped to a fixed rate using interest rate swaps. Fixed-rate
debt swapped to a variable rate using interest rate swaps is excluded from the analysis since it is used to match fund the
variable-rate loan pool. With the exception of members’ subordinated certificates, which are generally issued with extended
maturities, and commercial paper, our liabilities have average maturities that closely match the repricing terms (but not the
maturities) of our fixed-rate loans.
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Table 33: Interest Rate Gap Analysis

Two Two
Years Years Five Years 10 Years
Prior to 6/1/19 to 6/1/21 to 6/1/23 to 6/128 to  6/1/38 and
(Dollars in millions) 5/31/19 5/31/21 5/31/23 5/31/28 5/31/38 Thereafter Total
Asset amortization and repricing .........c..cocceveenene $ 881 $ 3,304 $3,065 $ 5,758 $6,893 $ 3,230 $ 23,131
Liabilities and members’ equity:
Long-term debt " ........ccocooiiiiieee. $ 734 $3362 $3017 $593 $4,750 $ 1,715 $ 19,514
Subordinated certificates ..........ccocvveeeeevvuveeeeeennns 8 42 58 974 155 578 1,815
Members’ equity @ .........cooovvieeeeeeeeeee e _ 23 24 104 290 924 1,365
Total liabilities and members’ equity(3) .......... $ 742 $ 3,427  $3,099 $ 7,014 $5195 $ 3,217 $ 22,694
GAP @) oo $ 139 $ (123) $ (34) $(1,256) $1,698 $ 13 § 437
Cumulative Zap .....occeeeeereeeieieeeeeee e 139 16 18) 1,274) 424 437
Cumulative gap as a % of total assets 052%  0.06% (0.00% (4.75%  158%  1.63%
Cumulative gap as a % of adjusted total assets® .. 0.52 0.06 (0.07) (4.81) 1.60 1.65

Dncludes long-term fixed-rate debt and net fixed-rate swaps.

@lncludes the portion of the allowance for loan losses and subordinated deferrable debt allocated to fund fixed-rate assets and excludes noncash
adjustments from the accounting for derivative financial instruments.

) Debt is presented based on call date.
@ Calculated based on the amount of assets amortizing and repricing less total liabilities and members’ equity.

5 . . . L
® Adjusted total assets represents total assets reported in our condensed consolidated balance sheets less derivative assets.

The difference, or interest rate gap, of $437 million between the fixed-rate loans scheduled for amortization or repricing of
$23,131 million and the fixed-rate liabilities and equity funding the loans of $22,694 million presented in Table 33 reflects
the amount of fixed-rate assets that are funded with short-term and variable-rate debt as of November 30, 2018. The gap of
$437 million represented 1.63% of total assets and 1.65% of adjusted total assets (total assets excluding derivative assets) as
of November 30, 2018. As discussed above, we manage this gap within a prescribed range because funding long-term,
fixed-rate loans with short-term and variable-rate debt may expose us to higher interest rate and liquidity risk.

NON-GAAP FINANCIAL MEASURES

In addition to financial measures determined in accordance with GAAP, management evaluates performance based on
certain non-GAAP measures, which we refer to as “adjusted” measures. We provide a discussion of each of these non-
GAAP measures in our 2018 Form 10-K under “Item 7. MD&A—Non-GAAP Measures.” Below we provide a
reconciliation of our adjusted measures to the most comparable GAAP measures in this section. We believe our non-GAAP
adjusted metrics, which are not a substitute for GAAP and may not be consistent with similarly titled non-GAAP measures
used by other companies, provide meaningful information and are useful to investors because management uses these
metrics to compare operating results across financial reporting periods, for internal budgeting and forecasting purposes, for
compensation decisions and for short- and long-term strategic planning decisions. In addition, certain of the financial
covenants in our committed bank revolving line of credit agreements and debt indentures are based on our adjusted
measures.

Statements of Operations Non-GAAP Adjustments
Table 34 provides a reconciliation of adjusted interest expense, adjusted net interest income and adjusted net income to the

comparable GAAP measures for the three and six months ended November 30, 2018 and 2017. The adjusted amounts are
used in the calculation of our adjusted net interest yield and adjusted TIER.
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Table 34: Adjusted Financial Measures — Income Statement

Three Months Ended November 30, Six Months Ended November 30,

(Dollars in thousands) 2018 2017 2018 2017
INtErESt EXPENSE...ouvivirieeerieeerieeetieeeteeteteereee et veseseee $ (204,166) $ (195,170) $ (414,397) $ (387,901)
Include: Derivative cash settlements................ccccvveneeee. (11,805) (19,635) (24,634) (39,857)
Adjusted interest EXPense. .........eeveureverrerereereeerererenenenns $ (15971) $ (214,805) $ (439,031) $ (427,758)
Net INterest INCOMIE .....eeeevieiieiee e S 77,087 $ 70,653 $§ 145347 $ 143,837
Include: Derivative cash settlements.............c..ccoeevenenn.. (11,805) (19,635) (24,634) (39,857)
Adjusted net interest INCOME..........ccoeeveereereevreereenreereennn. $ 65,282 $ 51,018 $§ 120,713 § 103,980
NEt INCOME .....oovviveeeiieeieii et $ 119,726 $ 178,723 $ 167,704 § 187,738
Exclude: Derivative forward value gains.............c......... 75,148 145,228 95,160 119,252
Adjusted net iNCOmMe...........c.cooeveuivveieeeiceeeeeeeeeeeeie $ 44,578 $ 33495 $§ 72544 $ 68,486

We consider the cost of derivatives to be an inherent cost of funding and hedging our loan portfolio and, therefore,
economically similar to the interest expense that we recognize on debt issued for funding. We therefore include derivative
cash settlements in our adjusted interest expense and exclude the unrealized forward value of derivatives from our adjusted
net income.

TIER and Adjusted TIER

Table 35 presents our TIER and adjusted TIER for the three and six months ended November 30, 2018 and 2017.

Table 35: TIER and Adjusted TIER

Three Months Ended November 30, Six Months Ended November 30,
2018 2017 2018 2017
TIER ) oo 1.59 1.92 1.40 1.48
Adjusted TIER @ ....oooooeeeeeeeeees 1.21 1.16 1.17 1.16

(D TIER is calculated based on net income plus interest expense for the period divided by interest expense for the period.
@ Adjusted TIER is calculated based on adjusted net income plus adjusted interest expense for the period divided by adjusted interest expense for the

period.
Debt-to-Equity and Adjusted Debt-to-Equity
Table 36 provides a reconciliation between the liabilities and equity used to calculate the debt-to-equity ratio and the

adjusted debt-to-equity ratio as of November 30, 2018 and May 31, 2018. As indicated in the table below, subordinated debt
is treated in the same manner as equity in calculating our adjusted-debt-to-equity ratio.
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Table 36: Adjusted Financial Measures — Balance Sheet

(Dollars in thousands) November 30, 2018 May 31, 2018
Total Habilities........ccvevuiiieirieieireeieeeeeeeee e $ 25,202,620 $ 25,184,351
Exclude:
Derivative Habilities..........cooveviiiiieiieeieeeeeeeeeeeeeee e 255,112 275,932
Debt used to fund loans guaranteed by RUS............cc.ccceee. 157,593 160,865
Subordinated deferrable debt............cccoveveieciieniieciiiieeeee. 742,480 742,410
Subordinated Certificates ...........oovvrivvereeveieieeeeeeeeeeeee e 1,376,689 1,379,982
Adjusted total Habilities........ccccueeeerieieiiieieese e $ 22,670,746 $ 22,625,162
TOtAl €QUILY ...vveevevveeeeieei ettt ettt $ 1,627,138 $ 1,505,853
Exclude:
Prior year-end cumulative derivative forward value losses.... (34,974) (340,976)
Current year cumulative derivative forward value gains........ 95,160 306,002
Accumulated other comprehensive income D e 2,800 1,980
Include:
Subordinated Certificates .......ccuvvveviveieeieiieiiieee e 1,376,689 1,379,982
Subordinated deferrable debt............cceevevvireviririiiieieeeeene. 742,480 742,410
Adjusted total €QUILY.......ccevvieriererieieieeeeeeee e $ 3,683,321 §$ 3,661,239

M Represents the AOCI related to derivatives. See “Note 10—Equity” for a breakout of our AOCI components.

Table 37 displays the calculations of our debt-to-equity and adjusted debt-to-equity ratios as of November 30, 2018 and
May 31, 2018.

Table 37: Debt-to-Equity Ratio

November 30, 2018 May 31, 2018
Debt-to-equity 1atio ..o 15.49 16.72
Adjusted debt-to-equity 1atio @ ...........oocovooveereeee e 6.15 6.18

M Calculated based on total liabilities as of the end of the period divided by total equity as of the end of the period.
@ Calculated based on adjusted total liabilities at period end divided by adjusted total equity at period end.

Members’ Equity
Table 38 provides a reconciliation of members’ equity to total CFC equity as of November 30, 2018 and May 31, 2018.

Table 38: Members’ Equity

(Dollars in thousands) November 30, 2018 May 31, 2018
Members’ equity:
Total CFC @qUILY .couveuieiieiieiieiiiesieei ettt $ 1,594,588 $ 1,474,333
Excludes:

Accumulated other comprehensive income............cceeeeeeerennene 832 8,544

Current year-end cumulative derivative forward value gains

(JOSSES) ettt ettt et ereens 63,431 (30,831)
SUBDLOLAL.....oeetiieiiiei e 64,263 (22,287)
MEMDELS” EQUILY ....vovivieietieeeteeeteee ettt ettt en e $ 1,530,325 § 1,496,620
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NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION

CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(UNAUDITED)

Three Months Ended November 30,

Six Months Ended November 30,

(Dollars in thousands) 2018 2017 2018 2017
INtErest INCOME ......c.veevviieiieeeie ettt S 281,253 §$ 265,823 $§ 559,744 § 531,738
INLETESt EXPENSE ...vveereeerieiieeieeriee ettt eve e (204,166) (195,170) (414,397) (387,901)
Net interest income....................cccoooeeieiviieeeceeeceeeeenne. 77,087 70,653 145,347 143,837
Benefit for 10an 10SSES .......cccevvvvviiieieiiceieeceeeeeeee e 1,788 304 1,897 602
Net interest income after benefit for loan losses ............... 78,875 70,957 147,244 144,439
Non-interest income:
Fee and other income..........cccoooevveeeeiiiiecieeeeeeeeee e 4,321 5,542 7,506 9,487
Derivative Sains .........c.ccveeeevveeveereeieeeeeeeeesae e seeennens 63,343 125,593 70,526 79,395
Results of operations of foreclosed assets..................... — (10) — (34)
Total non-interest income....................ccocevvveievieinneeeennnn. 67,664 131,125 78,032 88,848
Non-interest expense:
Salaries and employee benefits............ccoevvevvieieirennennn. (12,392) (12,009) (25,074) (23,832)
Other general and administrative expenses .................. (11,478) (9,905) (22,001) (19,718)
Losses on early extinguishment of debt........................ — — (7,100) —
Other non-interest EXPense ...........ecverveereereeerrereeneennnenns (2,700) (618) (3,094) (1,140)
Total non-interest eXpense ..............cccoocveeveerveerieennennnen. (26,570) (22,532) (57,269) (44,690)
Income before iNCOmMe taXesS......c..eeevvveeeeiveeeeereeeeeeeeeeneeenns 119,969 179,550 168,007 188,597
INCOME taX EXPENSE ...ocvvieeriereeiieeieeiee et (243) (827) 303) (859)
NetiNCOME..........c.ocvviviieiiirieiieieeeeecreee e 119,726 178,723 167,704 187,738
Less: Net income attributable to noncontrolling interests. (466) (1,150) 479) (1,032)
Net income attributable to CFC .......................ccccoo..... S 119,260 $ 177,573  $ 167,225 $ 186,706

See accompanying notes to condensed consolidated financial statements.
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NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(UNAUDITED)

Three Months Ended November 30, Six Months Ended November 30,

(Dollars in thousands) 2018 2017 2018 2017
Net iNCOME..........ccoeieiiiiiiiiiieiieece e $ 119,726 $ 178,723  $ 167,704 $ 187,738
Other comprehensive income (loss):
Unrealized losses on equity securities...........coceruenene — 8 — (1,143)
Unrealized gain on cash flow hedge..........c.ccccvenennn. 1,035 — 1,059 —
Reclassification of derivative gains to net income....... (120) (194) (239) (386)
Defined benefit plan adjustments ..............cccceevernrnnnns 131 126 262 253
Other comprehensive income (10SS) .......ccecevveriieienirnnnnne. 1,046 (60) 1,082 (1,276)
Total comprehensive income................c.cccceevvinviennnnnen. 120,772 178,663 168,786 186,462
Less: Total comprehensive income attributable to
noncontrolling interests ...........ccccceevveeeevreeeesreenennn. (466) (1,150) 479) (1,032)
Total comprehensive income attributable to CFC........ $ 120,306 $ 177,513  $ 168,307 $ 185,430

See accompanying notes to condensed consolidated financial statements.
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NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION
CONDENSED CONSOLIDATED BALANCE SHEETS

(UNAUDITED)
(Dollars in thousands) November 30, 2018 May 31, 2018
Assets:
Cash and cash equivalents ...........ccoeceeririeriiieni e $ 226,758 $ 230,999
ReStrICtEd CASN.....vviiiiiieeieeeeee e 16,174 7,825
Total cash, cash equivalents and restricted cash..........ccccooeervreienininnncnn. 242,932 238,824
TIME AEPOSIES...evervreererieieriieieetiete et et et eteseesaeetesaessaessesssensesssensesnsensenns — 100,000
Investment securities:
EQUILY SECUITHIES ..vevvivieeieiieeiieteeie ettt ettt ste et esesreesseereese e 86,988 89,332
Debt securities held to maturity, at amortized cost..........cccoceveereriennns 558,071 520,519
Total INVESTMENT SECUTILIES ...vvvvvviiiiieiiiieeieieeeee et e et e e e eeree e e e e esanees 645,059 609,851
L0ans to MEMDETS.......c..cccviiiiieeiieiieeie ettt et e eseeeveesereearee e 25,294,175 25,178,608
Less: Allowance for 10an 10SS€S.......c..cccvievieeiieciieiieeecceeeeeeee e (16,904) (18,801)
L0ans to MEMDETS, TIET.......cccveiieueieeeerieeeieee et eeeeeeeaee e e e eeaeeeeeaeeeeas 25,277,271 25,159,807
Accrued Interest TECEIVADIE .......c.ueiiiviiiiiiiceeeceeeeee e 133,988 127,442
Other TECEIVADIES ...t e e e e eeanaes 37,824 39,220
FIXEA @SSELS, MEL...ociiiieeiiiiiiieeeiiee ettt e e e ettt e s s esnaaeeeeessnnaes 118,490 116,031
DETIVALIVE ASSELS ...vveeiiereieeieieeeteeeeeteeeeteeeeeeee et e eeraeeeeaeeseaeeeenseeeeesneeeas 319,687 244,526
(01 1 1S g L1 SRR 54,507 54,503
TOtAl ASSELS........ooiiiiieeeiiiee et $ 26,829,758 $ 26,690,204
Liabilities:
Accrued interest payable ..........ccoeoiiiiiinieeeee e $ 146,639 $ 149,284
Debt outstanding:
ShOrt-term DOITOWINGS ......eecveivieieriieieeiieieeteieeteste e see e sreeeeseeesesnees 4,100,606 3,795,910
Long-term debt.......c.coieiiiiieiieieie e e 18,477,156 18,714,960
Subordinated deferrable debt ............oovvviiiiiiiiiiiiiiieeeeeee e 742,480 742,410
Members’ subordinated certificates:
Membership subordinated certificates ...........ccceeeeevvereeveeneneeenen. 630,468 630,448
Loan and guarantee subordinated certificates..........c.ccecevvererenennne 525,051 528,386
Member capital SECULIIES ......eeveerrerierieieeieierrerie e eaesieeaeneens 221,170 221,148
Total members’ subordinated certificates ........ccccovvvvvvvvvveeiveeeeineeennen. 1,376,689 1,379,982
Total debt OULStANAING .....ccveevieiiiiieiieiicece e 24,696,931 24,633,262
Deferred INCOME ......ocoiiiiiiiiieeeeeee et 61,516 65,922
Derivative HabIlItIEs ......vvviiiiiieiiieeieeceeeee et 255,112 275,932
Other lHaDIlItIES ...vveevieiieeie ettt et e saeeeveeseneeare e 42,422 59,951
Total labilities................c.oooiieiiiiiii s 25,202,620 25,184,351
Equity:
CFC equity:
Retained SQUILY .o.veevveriieeieiieieeeeee ettt ereere e 1,593,756 1,465,789
Accumulated other comprehensive income (10Ss) ......cccoooeeveriereeeenens 832 8,544
TOtal CEFC ©QUILY .veeuvevieieiieieeiieieeeere et te e sae st saeseessessaessesssenseennenseens 1,594,588 1,474,333
Noncontrolling INEIESS ........ccvieeeriieieriieierie ettt ees 32,550 31,520
TOtal €QUILY.......c.cooiiiiiieie e 1,627,138 1,505,853
Total liabilities and equity................ccoccoeviriiiinieneeee e $ 26,829,758 $ 26,690,204

See accompanying notes to condensed consolidated financial statements.
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Three and Six Months Ended November 30, 2018

Membership Accumulated
Fees and Patronage Members’ Unallocated CFC Other Total Non-

Educational Capital Capital Net Income  Retained = Comprehensive CFC controlling Total
(Dollars in thousands) Fund Allocated Reserve (Loss) Equity Income (Loss) Equity Interests Equity
Balance as of August 31,
2018 o $ 2,609 $ 763,986 $ 687,785 $ 20,325 $1,474,705 $ (214) $1,474,491 $§ 32,085 $1,506,576
Net income .....cooevvvevninnnne. — — — 119,260 119,260 — 119,260 466 119,726
Other comprehensive income — — — — — 1,046 1,046 — 1,046
Other oo (209) — — — (209) — (209) (€)) (210)
Balance as of November 30,
2018 o $ 2,400 $ 763,986 $ 687,785 $ 139,585 $1,593,756 $ 832 $1,594,588 §$ 32,550 $1,627,138
Balance as of May 31,2018.. § 2,945 §$ 811,493 $ 687,785 $ (36,434) $1,465,789 $ 8,544 81,474,333 $§ 31,520 $1,505,853
Cumulative effect from
adoption of new accounting
standard .........ccoooeiiiiiinnnn — — — 8,794 8,794 (8,794) — — —
Balance as of June 1, 2018 .... 2,945 811,493 687,785 (27,640) 1,474,583 (250) 1,474,333 31,520 1,505,853
Net inCOmMe ....oovevveuveuirinnanne — — — 167,225 167,225 — 167,225 479 167,704
Other comprehensive income — — — — — 1,082 1,082 — 1,082
Patronage capital retirement .. — (47,507) — — (47,507) — (47,507) — (47,507)
Other...cooovviviiniiiiiiiiiiie (545) — — — (545) — (545) 551 6
Balance as of November 30,
2018 o $ 2,400 $ 763,986 $ 687,785 $ 139,585 $1,593,756 $ 832 $1,594,588 $ 32,550 $1,627,138

Three and Six Months Ended November 30, 2017
Membership Accumulated
Fees and Patronage Members’ Unallocated CFC Other Total Non-

Educational Capital Capital Net Income  Retained  Comprehensive CFC controlling Total
(Dollars in thousands) Fund Allocated Reserve (Loss) Equity Income (Loss) Equity Interests Equity
Balance as of August 31,
2017 $ 2,544 $ 716,481 $ 630,305 § (328,995) $1,020,335 $ 11,959 81,032,294 § 29,286 $1,061,580
Net income — — — 177,573 177,573 — 177,573 1,150 178,723
Other comprehensive loss...... — — — — — (60) (60) — (60)
Other...coooevveiiniciiiciiciie (178) — — — (178) — (178) 17) (195)
Balance as of November 30,
2017wt $ 2,366 $ 716,481 $ 630,305 $ (151,422) $1,197,730 $ 11,899 $1,209,629 $§ 30,419 $1,240,048
Balance as of May 31,2017.. § 2,900 $ 761,701 $ 630,305 § (338,128) $1,056,778 $ 13,175 81,069,953 § 28,852 $1,098,805
Net iNCOME ...vovvvevrviviiineannns — — — 186,706 186,706 — 186,706 1,032 187,738
Other comprehensive loss...... — — — — — (1,276) (1,276) — (1,276)
Patronage capital retirement .. — (45,220) — — (45,220) — (45,220) — (45,220)
Other .c.ooveveeireiieiricieie (534) — — — (534) — (534) 535 1
Balance as of November 30,
2017 e $ 2,366 $ 716,481 § 630,305 $ (151,422) $1,197,730 $ 11,899  $1,209,629 § 30,419 $1,240,048

See accompanying notes to condensed consolidated financial statements.
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NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(UNAUDITED)
Six Months Ended November 30,
(Dollars in thousands) 2018 2017
Cash flows from operating activities:
INEE TNCOMIE. ... ettt et e e e et e e et e s e taeessmteeesaeeesnaeesanteeesnseessnaeeans 167,704 $ 187,738
Adjustments to reconcile net income to net cash provided by operating activities:
Amortization of deferred 10an fees ..........cocvieviiviiciiiiciiiececceeeee e (5,201) (6,149)
Amortization of debt issuance costs and deferred charges .............ccccveeveviieiennns 5,596 5,148
Amortization of discount on long-term debt............cccoevvivieviiiieiiiieieiceeee 5,416 4,943
Amortization of issuance costs for bank revolving lines of credit...............cenue.n. 2,813 2,768
Depreciation and amortiZation............cc.eeeeriieeerieeienieeeeseeseeseereseeseeeesseeseesseens 4,346 3,769
Benefit for 10an 10SSES.......ccviiiiieiiiiciieeeieeeeste ettt (1,897) (602)
Loss on early extinguishment of debt............cccooieviiiiiiiiiiiiiiceceeeeeee 7,100 —
Derivative forward value (2ains) l0SSES......c.ccvveviieiiriierierieeieieerese et (95,160) (119,252)
Changes in operating assets and liabilities:
Accrued INterest TECEIVADIC.......ccuiiiiieiieie ettt e e (6,547) (5,277)
Accrued Interest PaAYable........c.ociiiieiiiiieieieeeee s (2,645) 5,609
Deferred INCOME. ........ocuiiiiiiiciecieeieeect ettt este b teenbeeaeenbe e 796 (133)
OBRET ..ttt ettt sttt e st e st e st et e e bt e bt et e besaebetennens (14,121) (7,589)
Net cash provided by operating activities..........cceoverueereriereniereeee e 68,200 70,973
Cash flows from investing activities:
AdVanCeS 0N JOANS, TIET .........eeiiieiiiiiiieeee ettt ettt e et eeeaaeeeeaeeeeaeeas (115,459) (457,212)
Investment in fIXed @SSELS......c.ccvirieriiiieiiiierie ettt ettt re e sre s saeenne e (7,403) (6,437)
Net proceeds from time dEPOSILS .......ccvereeriieieriieieitieieete ettt e saeeeaesreas 100,000 175,000
Purchases of held-to-maturity inVesStments...........cooceeoereeeniereiceeseeeeee e (52,845) (248,181)
Proceeds from maturities of held-to-maturity investments ...........ccccoeoeeveniereneenienne 15,354 —
Net cash provided by (used in) iINVesting actiVities .........ceecuereererreerereereriereeeeeens (60,353) (536,830)
Cash flows from financing activities:
Proceeds from (repayments of) short-term borrowings, net..........cccceeeevereereneeneenne 341,562 181,501
Proceeds from short-term borrowings with original maturity greater than 90 days... 629,350 570,060
Repayments of short term-debt with original maturity greater than 90 days............. (666,216) (537,269)
Payments for issuance costs for revolving bank lines of credit............ccccevieiinennne (2,342) (2,402)
Proceeds from issuance of long-term debt, net of discount and issuance costs ......... 1,362,714 625,021
Payments for retirement of long-term debt...........coccooiiiiiiiiiiiiiee (1,611,437) (203,819)
Payments made on early extinguishment of debt............coccooiriiiiiiiiiiiiie (7,100) —
Proceeds from issuance of members’ subordinated certificates ........ccocvvevvveuveeeeennns 964 3,989
Payments for retirement of members’ subordinated certificates .............cceceecereenne 4,279) (23,340)
Payments for retirement of patronage capital...........occoveeiiniiiiniiiiieeeee (46,953) (44,667)
Repayments for membership fees, Net..........ccooiriiiiiiiiiiiiieeeee e 2) —
Net cash (used in) provided by financing activities...........cccevveerereerereneneneeeeene 3,739) 569,074
Net increase in cash, cash equivalents and restricted cash.....................c..cccooeeen. 4,108 103,217
Beginning cash, cash equivalents and restricted cash.......................cccooeieiinnnnnn. 238,824 188,421
Ending cash, cash equivalents and restricted cash.......................ccooooniiiiiiiinninnn. 242,932 § 291,638
Supplemental disclosure of cash flow information:
Cash Paid fOr INEETESE......ccueiririeieiiee ettt ettt et etesse st tesbessesesennens 405,249 $ 374,098
Cash paid fOr INCOME tAXES. .......eereereierieriierieeierteete et ettt et et e seeseesbeetesneeneesneeeeene 30 152

See accompanying notes to condensed consolidated financial statements.
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NOTE 1—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Company

National Rural Utilities Cooperative Finance Corporation (“CFC”) is a member-owned cooperative association incorporated
under the laws of the District of Columbia in April 1969. CFC’s principal purpose is to provide its members with financing
to supplement the loan programs of the Rural Utilities Service (“RUS”) of the United States Department of Agriculture
(“USDA”). CFC makes loans to its rural electric members so they can acquire, construct and operate electric distribution
systems, generation and transmission (“power supply”) systems and related facilities. CFC also provides its members with
credit enhancements in the form of letters of credit and guarantees of debt obligations. As a cooperative, CFC is owned by
and exclusively serves its membership, which consists of not-for-profit entities or subsidiaries or affiliates of not-for-profit
entities. CFC is exempt from federal income taxes.

Basis of Presentation and Use of Estimates

The accompanying unaudited interim condensed consolidated financial statements have been prepared in accordance with
accounting principles generally accepted in the United States (“GAAP”). The preparation of financial statements in
conformity with GAAP requires management to make estimates and assumptions that affect the reported amounts and
related disclosures during the period. Management’s most significant estimates and assumptions involve determining the
allowance for loan losses and the fair value of financial assets and liabilities. Actual results could differ from these
estimates. We believe these financial statements reflect all adjustments of a normal, recurring nature that are, in the opinion
of management, necessary for the fair presentation of the results for the interim period. The results of operations for interim
periods are not necessarily indicative of results for the entire fiscal year. Certain reclassifications have been made to prior
periods to conform to the current presentation.

The accompanying financial statements should be read in conjunction with the audited consolidated financial statements,
and related notes thereto, included in CFC’s Annual Report on Form 10-K for the fiscal year ended May 31, 2018 (“2018
Form 10-K”). Refer to “Note 1—Summary of Significant Accounting Policies” in our 2018 Form 10-K for a discussion of
our significant accounting policies.

Principles of Consolidation

The accompanying condensed consolidated financial statements include the accounts of CFC, variable interest entities
(“VIEs”) where CFC is the primary beneficiary and subsidiary entities created and controlled by CFC to hold foreclosed
assets. CFC did not have any entities that held foreclosed assets as of November 30, 2018 or May 31, 2018. All
intercompany balances and transactions have been eliminated. National Cooperative Services Corporation (“NCSC”) and
Rural Telephone Finance Cooperative (“RTFC”) are VIEs which are required to be consolidated by CFC. NCSC is a taxable
member-owned cooperative that may provide financing to members of CFC, government or quasi-government entities
which own electric utility systems that meet the Rural Electrification Act definition of “rural,” and for-profit and nonprofit
entities that are owned, operated or controlled by, or provide significant benefits to certain members of CFC. RTFC is a
taxable Subchapter T cooperative association that provides financing for its rural telecommunications members and their
affiliates. Unless stated otherwise, references to “we,” “our” or “us” relate to CFC and its consolidated entities.

Restricted Cash
Restricted cash, totaled $16 million and $8 million as of November 30, 2018 and May 31, 2018, respectively, and consists

primarily of member funds held in escrow for certain specifically designated cooperative programs.
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Interest Income

The following table presents interest income, by interest-earning asset category, for the three and six months ended
November 30, 2018 and 2017.

Three Months Ended November 30, Six Months Ended November 30,
(Dollars in thousands) 2018 2017 2018 2017
Interest income by interest-earning asset type:
Long-term fixed-rate 1oans™..........ccccccoveuveneroneinens $ 253,340 $ 248926 $ 505,141 $ 498,290
Long-term variable-rate loans .............c.ceeuervenenne. 10,066 6,097 19,447 11,960
Line of credit 1oans............ccccoeevveiveeeeiceeeeeee e, 11,752 8,588 23,385 17,295
TDR 10a08 .....ooooioiiees 211 222 429 448
Other income, Net®) ... (251) (306) (576) (538)
Total IOANS ....eeiiieiiieiieeeeeee e 275,118 263,527 547,826 527,455
Cash, time deposits and investment securities ....... 6,135 2,296 11,918 4,283
Total Interest INCOME.........coveeeeeeeeeeeeeeeeeeeeeeeeeeeeene $ 281,253 § 265,823 $ 559,744 $ 531,738

(DIncludes loan conversion fees, which are generally deferred and recognized as interest income using the effective interest method.
@ Troubled debt restructured (“TDR”) loans.

@) Consists of late payment fees, commitment fees and net amortization of deferred loan fees and loan origination costs.

Deferred income of $62 million and $66 million as of November 30, 2018 and May 31, 2018, respectively, consists
primarily of deferred loan conversion fees totaling $56 million and $60 million, respectively. Deferred loan conversion fees
are recognized in interest income using the effective interest method.

Interest Expense

The following table presents interest expense, by debt product type, for the three and six months ended November 30, 2018
and 2017.

Three Months Ended November 30, Six Months Ended November 30,

(Dollars in thousands) 2018 2017 2018 2017

Interest expense by debt product type:?
Short-term BOTTOWINES .......c.ovevevereeeeieiereeereveeeeereeennns $ 22,619 $ 10,116 $ 42,038 $ 20,655
MedIum-term NOES .......ooveuveveeeeeeiiiieeeeeeeeeeeeeeeieeeeeenn 33,816 27,544 66,226 52,660
Collateral trust bonds ..........ccooovvvieiiiiiiiiiiiiiiieeeeeens 68,934 85,321 146,639 170,598
Guaranteed Underwriter Program notes payable ......... 35,014 35,688 70,348 71,290
Farmer Mac notes payable ..........ccccoovevineiinencncne 19,697 11,947 40,808 23,437
Other notes payable.........ccccvveeevercienieeereeeeeee e 322 391 644 781
Subordinated deferrable debt ..........c.cccvevvieiinieiinnennen. 9,417 9,417 18,834 18,833
Subordinated certificates .........vvvvvvevveeeeiiviiieeeeeeeeneeee. 14,347 14,746 28,860 29,647

Total INtETESt EXPENSE .......vovveeererereeeerereeeeeeeeeeeeeeeeeeeeenns $ 204,166 $ 195,170 $ 414,397 § 387,901

D Includes amortization of debt discounts and debt issuance costs, which are generally deferred and recognized as interest expense using the effective
interest method. Issuance costs related to dealer commercial paper, however, are recognized as interest expense immediately as incurred.
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@ Includes fees related to funding arrangements, such as up-front fees paid to banks participating in our committed bank revolving line of credit
agreements. Depending on the nature of the fee, amounts may be deferred and recognized as interest expense ratably over the term of the arrangement or
recognized immediately as incurred.

Recent Accounting Changes and Other Developments
Accounting Standards Adopted in Fiscal Year 2019
Statement of Cash Flows—Restricted Cash

In November 2016, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”)
2016-18, Statement of Cash Flows—Restricted Cash, which addresses the presentation of restricted cash in the statement of
cash flows. The guidance requires that the statement of cash flows explain the change in the beginning-of-period and end-of-
period total of cash, cash equivalents and restricted cash. Under previous guidance, we were required to explain the total
change in cash and cash equivalents during the period. We adopted this guidance on June 1, 2018 on a retrospective basis.
We made corresponding changes on our consolidated balance sheet to present a total for cash and cash equivalents and
restricted cash.

Financial Instruments-Overall: Recognition and Measurement of Financial Assets and Financial Liabilities

In January 2016, FASB issued ASU 2016-01, Financial Instruments-Overall: Recognition and Measurement of Financial
Assets and Financial Liabilities, which amends certain aspects of the recognition, measurement, presentation and disclosure
of certain financial instruments, including equity investments and liabilities measured at fair value under the fair value
option. Under this guidance, investments in equity securities must be measured at fair value through earnings, with certain
exceptions, and entities can no longer classify investments in equity securities as available for sale or trading. We adopted
this guidance on June 1, 2018 on a modified retrospective basis and recorded a cumulative-effect adjustment that increased
retained earnings by $9 million as a result of the transition adjustment to reclassify unrealized gains related to our equity
securities from accumulated other comprehensive income (“AOCI”) to retained earnings. As a result of adopting this
guidance, our investments in equity securities are no longer classified as available for sale and unrealized holding gains and
losses are recorded in earnings. Previously, our equity securities were classified as available for sale and unrealized holding
gains and losses were recorded in other comprehensive income.

Revenue from Contracts with Customers

In May 2014, FASB issued ASU 2014-09, Revenue from Contracts with Customers, which modifies the guidance used to
recognize revenue from contracts with customers for transfers of goods or services and transfers of nonfinancial assets. This
guidance applies to all contracts with customers to provide goods or services in the ordinary course of business, except for
certain contracts specifically excluded from the scope, including financial instruments, guarantees, insurance contracts and
leases. As a financial institution, substantially all of our revenue is in the form of interest income derived from financial
instruments, primarily our investments in loans and securities. We adopted this guidance on June 1, 2018. Given the scope
exception for financial instruments, the adoption of the guidance did not have an impact on our condensed consolidated
financial statements and does not affect our accounting.

Accounting Standards Issued But Not Yet Adopted
Fair Value Measurement—Changes to the Disclosure Requirements for Fair Value Measurement

In August 2018, FASB issued ASU 2018-13, Fair Value Measurement—Changes to the Disclosure Requirements for Fair
Value Measurement, which eliminates, adds and modifies certain disclosure requirements for fair value measurements as
part of its disclosure framework project. The guidance is effective for public entities for fiscal years beginning after
December 15, 2019, including interim periods within those years. Early adoption is permitted in any interim period or fiscal
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year before the effective date. The guidance is effective for us beginning June 1, 2020. We do not expect that the adoption of
this guidance will have a material impact on our consolidated financial statements.

Derivatives and Hedging—Targeted Improvements to Accounting for Hedging Activities

In August 2017, FASB issued ASU 2017-12, Derivatives and Hedging—Targeted Improvements to Accounting for Hedging
Activities, which expands the types of risk management strategies that qualify for hedge accounting treatment to more
closely align the results of hedge accounting with the economics of certain risk management activities and simplifies certain
hedge documentation and assessment requirement. It also eliminates the concept of separately recording hedge
ineffectiveness and expands disclosure requirements. The guidance is effective for public entities for fiscal years beginning
after December 15, 2018, including interim periods within those years. Early adoption is permitted in any interim period or
fiscal year before the effective date. The guidance is effective for us beginning June 1, 2019. Hedge accounting is elective,
and we currently apply hedge accounting on a limited basis, specifically when we enter into treasury rate lock agreements. If
we continue to elect not to apply hedge accounting to our interest rate swaps, the adoption of the new guidance will not have
a material impact on our consolidated financial statements.

Receivables—Nonrefundable Fees and Other Cost

In March 2017, FASB issued ASU 2017-08, Receivables—Nonrefundable Fees and Other Costs, which shortens the
amortization period for the premium on certain callable debt securities to the earliest call date rather the maturity date. The
guidance is applicable to any individual debt security, purchased at a premium, with an explicit and noncontingent call
feature with a fixed price on a preset date. The guidance does not impact the accounting for purchased callable debt
securities held at a discount; the discount will continue to amortize to the maturity date. The guidance is effective for public
entities in fiscal years beginning after December 15, 2018, including interim periods within those fiscal years. This update is
effective for us beginning June 1, 2019. Adoption of the guidance requires modified retrospection transition as of the
beginning of the period of adoption through a cumulative-effect adjustment to retained earnings. We do not expect that the
adoption of this guidance will have a material impact on our consolidated financial statements.

Financial Instruments—Credit Losses: Measurement of Credit Losses on Financial Instruments

In June 2016, FASB issued ASU 2016-13, Financial Instruments—Credit Losses: Measurement of Credit Losses on
Financial Instruments, which replaces the existing incurred loss impairment model and establishes a single allowance
framework based on a current expected credit loss model for financial assets carried at amortized cost, including loans and
held-to-maturity debt securities. The current expected loss model requires an entity to estimate the credit losses expected
over the life of the credit exposure upon initial recognition of that exposure when the financial asset is originated or
acquired, which will generally result in earlier recognition of credit losses. The guidance also amends the other-than-
temporary model for available-for-sale debt securities by requiring the use of an allowance, rather than directly reducing the
carrying value of the security. The new guidance also requires expanded credit quality disclosures. The new standard is
effective for fiscal years and interim periods within those fiscal years, beginning after December 15, 2019. This update is
effective for us beginning June 1, 2020. While early adoption is permitted for us beginning in the first quarter of fiscal year
2020, we do not expect to elect that option. We are continuing to evaluate the impact of the guidance on our consolidated
financial statements, including assessing and evaluating assumptions and models to estimate losses.We do not expect to
early adopt this guidance. Upon adoption, we will be required to record a cumulative-effect adjustment to retained earnings.
The impact on our consolidated financial statements from the adoption of this new guidance will depend on our portfolio
composition and credit quality at the date of adoption as well as forecasts at that time.
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NOTE 2—VARIABLE INTEREST ENTITIES

NCSC and RTFC meet the definition of a VIE because they do not have sufficient equity investment at risk to finance their
activities without financial support. CFC is the primary source of funding for NCSC and the sole source of funding for
RTFC. Under the terms of management agreements, CFC manages the business operations of NCSC and RTFC. CFC also
unconditionally guarantees full indemnification for any loan losses of NCSC and RTFC pursuant to guarantee agreements
with each company. CFC earns management and guarantee fees from its agreements with NCSC and RTFC.

NCSC and RTFC creditors have no recourse against CFC in the event of a default by NCSC and RTFC, unless there is a
guarantee agreement under which CFC has guaranteed NCSC or RTFC debt obligations to a third party. The following table
provides information on incremental consolidated assets and liabilities of VIEs included in CFC’s condensed consolidated
financial statements, after intercompany eliminations, as of November 30, 2018 and May 31, 2018.

(Dollars in thousands) November 30, 2018 May 31, 2018

Total loans outstanding................ccceerererrrecreecennnnns $ 1,122,717  § 1,149,574
Other @SSELS......c.vviieeeeeeiiiieecee e 16,512 10,280
TOtal ASSELS....cciiireeiiieieieiiee e $ 1,139,229 § 1,159,854
Long-term debt ...........coocovviivieieiiieeeeeeeeee e, $ 8,000 $ 8,000
Other HabilIties .....ccovvuvieeeeeeeeeieeee e eeeeeeeee e e 39,759 33,923
Total Habilities .......coovveeiiie e $ 47,759 $ 41,923

The following table provides information on CFC’s credit commitments to NCSC and RTFC, and its potential exposure to
loss as of November 30, 2018 and May 31, 2018.

(Dollars in thousands) November 30, 2018 May 31, 2018
CFC credit commitments..........cceevveeuvveeeeereeneeeeeeenennns $ 5,500,000 $ 5,500,000
Outstanding commitments:
Borrowings payable to CFC™"............cc.ccoovvvvrnann. 1,089,764 1,116,465
Credit enhancements:
CFC third-party guarantees.............cc.ccecvevruenene 17,073 12,005
Other credit enhancements.............c..cccoeeevvennenn. 13,757 14,655
Total credit enhancements®............coovvoveeveeeinn. 30,830 26,660
Total outstanding commitments ...............cceevevennns 1,120,594 1,143,125
CFC available credit commitments ...........cccoeu....... $ 4,379,406 $ 4,356,875

O Borrowings payable to CFC are eliminated in consolidation.
@ Excludes interest due on these instruments.

CFC loans to NCSC and RTFC are secured by all assets and revenue of NCSC and RTFC. CFC’s maximum potential

exposure, including interest due, for the credit enhancements totaled $32 million as of November 30, 2018. The maturities
for obligations guaranteed by CFC extend through 2031.
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NOTE 3—INVESTMENT SECURITIES

We currently hold investments in equity and debt securities. We record purchases and sales of our investment securities on a
trade-date basis. The accounting and measurement framework for investment securities differs depending on the security
type and the classification.

Equity Securities

We previously had investments in equity securities that were classified as available for sale as of May 31, 2018. The
unrealized gains and losses on these securities were recorded in other comprehensive income. Effective with our June 1,
2018 adoption of the financial instrument accounting standard on the recognition and measurement of financial assets and
financial liabilities, unrealized gains and losses on equity securities are required to be recorded in earnings. The following
table presents the fair value of our equity securities, all of which had readily determinable fair values, as of November 30,
2018 and May 31, 2018.

(Dollars in thousands) November 30, 2018 May 31, 2018
Equity securities at fair value:
Farmer Mac—non-cumulative preferred stock....................... $ 82,047 $ 82,352
Farmer Mac—class A common Stock ...........ccceeevvevieeineennn. 4,941 6,980
Total equity securities at fair value.............c..coeeeeveivveiererenee. $ 86,988 3 89,332

We recorded unrealized losses on our investments in equity securities of $1 million and $2 million in earnings during the
three and six months ended November 30, 2018, respectively. These unrealized losses are presented in other expenses on our
condensed consolidated statements of income. We recorded unrealized gains on our investments in equity securities of less
than $1 million and unrealized losses on our investments in equity securities of $1 million in other comprehensive income
during the three and six months ended November 30, 2017, respectively. For additional information on our investments in
equity securities, see “Note 1—Summary of Significant Accounting Policies” and “Note 10—Equity—Accumulated Other
Comprehensive Income.”

Debt Securities

We currently classify and account for our investments in debt securities as held to maturity (“HTM”) because we have the
positive intent and ability to hold these securities to maturity. If we acquire debt securities that we may sell prior to maturity
in response to changes in our investment strategy, liquidity needs, credit risk mitigating considerations, market risk profile
or for other reasons, we would classify such securities as available for sale. We report debt securities classified as HTM on
our condensed consolidated balance sheets at amortized cost. Interest income, including amortization of premiums and
accretion of discounts, is generally recognized over the contractual life of the securities based on the effective yield method.

Pursuant to our investment policy guidelines, all fixed-income debt securities, at the time of purchase, must be rated at least
investment grade and on stable outlook based on external credit ratings from at least two of the leading global credit rating
agencies, when available, or the corresponding equivalent, when not available. Securities rated investment grade, that is
those rated Baa3 or higher by Moody’s Investors Service (“Moody’s”) or BBB- or higher by S&P or BBB- or higher by
Fitch Ratings Inc. (“Fitch”), are generally considered by the rating agencies to be of lower credit risk than non-investment
grade securities.
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Amortized Cost and Fair Value of Debt Securities

The following tables present the amortized cost and fair value of our investment securities and the corresponding gross
unrealized gains and losses, by classification category and major security type, as of November 30, 2018 and May 31, 2018.

November 30, 2018
Gross Gross
Amortized Unrealized Unrealized
(Dollars in thousands) Cost Gains Losses Fair Value
Debt securities held to maturity:
Certificates of dePOSit ......c.ccceevverierieriere e $ 1,000 $ — 3 — 3 1,000
Commercial PAPET ........c.eccvevveeriiiieiiieeie et 12,858 — aQ 12,857
U.S. agency debt SECUTItIeS ......c.eceeveeeierireierieeiereeeee e 2,823 2 0} 2,824
Corporate debt SECUTIHIES. .......ccvevvieieiieieieeie e 470,536 21 (7,702) 462,855
Commercial MBS:
AGENCY ..ttt ettt ettt et b e ae e e 7,313 5 a5) 7,303
NON-AZEICY ..o eeeeteete et etesee e seese e seeseesseesaeseens 3,453 1 a1 3,443
Total commercial MBS ........c..ccooiiiiiieeceeeeeeeeeee e 10,766 6 (26) 10,746
U.S. state and municipality debt securities ..........c..ccccrerennee 9,612 17 (10) 9,619
Foreign government debt securities ...........ccocvevvevreeerieenenen. 1,247 1 — 1,248
Oher ABS™) ..o 49,229 1 (263) 48,967
Total debt securities held to maturity ..........ccccoeevevvveiennieeennnnne. $ 558,071 $ 48 3 (8,003) $ 550,116
May 31, 2018
Gross Gross
Amortized Unrealized Unrealized
(Dollars in thousands) Cost Gains Losses Fair Value
Debt securities held to maturity:
Certificates of depOSIt .........ooveveveveieeeeereeeeeeeeeeeeee e, $ 5,148  $ — 3 — 3 5,148
Commercial PAPET ........c.ecevivueeviieieieeeeeie ettt 9,134 — — 9,134
U.S. agency debt SECUTItIeS ......c..ceevveeeerrieierieeeesieeeeseeeaeneees 2,000 16 — 2,016
Corporate debt SECUTTHIES........ccvivveeeieirieiecreceie e 455,721 714 (4,595) 451,840
Commercial MBS:
AENCY .ttt ettt ettt s e e raenanas 7,024 63 — 7,087
NON-AZENCY ..vvieniieeiit ettt ettt ettt s seeesebeesaeeennes 3,453 3 3) 3,453
Total commercial MBS ...........ccoooviiiiiiiieiececeeeeeceee e 10,477 66 3) 10,540
U.S. state and municipality debt securities ..............ccccvervennen. 2,147 24 — 2,171
Foreign government debt securities ...........ccoeeeevveveeceecreennennen. 1,241 9 — 1,250
Other ABS™Y) ... 34,651 11 (215) 34,447
Total debt securities held to maturity ............ccccocoveveveeeveenennn. $ 520,519 $ 840 §$  (4813) $ 516,546

mConsists primarily of securities backed by auto lease loans, equipment-backed loans, auto loans and credit card loans.
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Debt Securities in Gross Unrealized Loss Position

An unrealized loss exists when the fair value of an individual security is less than its amortized cost basis. The following
table presents the fair value and gross unrealized losses for debt securities in a gross loss position, aggregated by security
type, and the length of time the securities have been in a continuous unrealized loss position as of November 30, 2018 and
May 31, 2018. The securities are segregated between investments that have been in a continuous unrealized loss position for
less than 12 months and 12 months or more based on the point in time that the fair value declined below the amortized cost

basis.

November 30, 2018
Unrealized Loss Position Unrealized Loss Position
Less than 12 Months 12 Months or Longer Total
Gross Gross Gross
Unrealized Unrealized Unrealized
(Dollars in thousands) Fair Value Losses Fair Value Losses Fair Value Losses
Debt securities held to maturity:
Commercial paper.........c.ccceeveeveveeeveeeneennan. $ 2164 $ @D s — 3 — $ 2164 $ 4))
U.S. agency debt securities............cccvervrnnenne. 391 1 — — 391 6))
COrPOrate BONAS ......vveeveerree e 286,614 (3,234) 154,964 (4,468) 441,578 (7,702)
Commercial MBS:
AGENICY v s e s 3,700 (15) — — 3,700 (15)
NON-AZENCY....vvenvieeeeiieereieeienee e eae e 1,446 (11) — — 1,446 11
Total commercial MBS.............cccooevieiieneee 5,146 (26) — — 5,146 (26)
U.S. state and municipality debt securities..... 3,917 (10) — — 3,917 (10)
Other ABS™ ... 29,180 98) 17,982 (165) 47,162 (263)
Total investment Securities .............cccceeeevrennnen. $327412 $§ (3,370) $172,946 $ (4,633) $500,358 $ (8,003)
May 31, 2018

Unrealized Loss Position

Unrealized Loss Position

Less than 12 Months 12 Months or Longer Total
Gross Gross Gross
Unrealized Unrealized Unrealized
(Dollars in thousands) Fair Value Losses Fair Value Losses Fair Value Losses
Held to maturity:
Corporate debt securities...........c..c.ecvrevrurnenn $280,139 § (4,595) $ — S — $280,139 $§ (4,595)
Commercial MBS, non-agency.................... 1,451 3) — — 1,451 3)
Other ABS™.......coiirirrvrveiiimsssnsneccsseneceiennnns 27,012 (215) — — 27,012 (215)
Total investment SECUTItES .........cocvevrvveurrvennene. $308,602 § (4,813) $ — $ — $308,602 $ (4,813)

Deonsists primarily of securities backed by auto lease loans, equipment-backed loans, auto loans and credit card loans.
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Other-Than-Temporary Impairment

We conduct periodic reviews of all securities with unrealized losses to evaluate whether the impairment is other than
temporary. The number of individual securities in an unrealized loss position was 431 as of November 30, 2018. We have
assessed each security with gross unrealized losses included in the above table for credit impairment. As part of that
assessment, we concluded that the unrealized losses are driven by changes in market interest rates rather than by adverse
changes in the credit quality of these securities. Based on our assessment, we expect to recover the entire amortized cost
basis of these securities, as we do not intend to sell any of the securities and have concluded that it is more likely than not
that we will not be required to sell prior to recovery of the amortized cost basis. Accordingly, we currently consider the
impairment of these securities to be temporary.

Contractual Maturity and Yield
The following table presents, by major security type, the remaining contractual maturity based on amortized cost and fair
value of our HTM investment securities as of November 30, 2018 and May 31, 2018. Because borrowers may have the right

to call or prepay certain obligations, the expected maturities of our investments may differ from the scheduled contractual
maturities presented below.
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November 30, 2018
Due>1 Year Due >S5 Years
Duein 1 Year through 5 through 10 Due >10
(Dollars in thousands) or Less Years Years Years Total
Amortized cost:
Certificates of depoSit........ccccevveveveerieerieieriererenee. $ 1,000 $ — S — 3 — $ 1,000
Commercial Paper...........ccceeveeeeviieeeeeceecie e 12,858 — — — 12,858
U.S. agency debt Securities...........cocuerveeverreevennenne. — 2,672 151 — 2,823
Corporate debt SECUTItIES .......ceevieveecieereeieereerenee. 25,428 403,664 41,444 — 470,536
Commercial MBS:
AZENCY oottt — 342 6,971 — 7,313
NON-AZENCY c.vvvieniieiieeiieeieeee ettt — — — 3,453 3,453
Total commercial MBS..........coooiiiiiiiiieeeeeeeee — 342 6,971 3,453 10,766
U.S. state and municipality debt securities .......... — 5,484 4,128 — 9,612
Foreign government debt securities ..................... — 1,247 — — 1,247
Other ABS" ... 993 45,791 2,445 — 49,229
TOtal oo $ 40,279 $459,200 $ 55,139 § 3,453  $558,071
Fair value:
Certificates of deposit..........cceevevveiecieieiineiierennn, $ 1,000 $ — 3 — S — $ 1,000
Commercial Paper...........cceeeveeeeviieeenieceeie e 12,857 — — — 12,857
U.S. agency debt Securities..........ccocuerveeverrrevennenne — 2,672 152 — 2,824
Corporate debt SECUTIIES .......ceevvrereevriireereerierenens 25,247 396,593 41,015 — 462,855
Commercial MBS:
AGENCY ittt ettt — 340 6,963 — 7,303
NON-AZENCY ..ttt — — — 3,443 3,443
Total Commercial MBS .........coooviiiviiiiiieeee e, — 340 6,963 3,443 10,746
U.S. State and Municipality Debt Securities........ — 5,475 4,144 — 9,619
Foreign Government Debt Securities.................... — 1,248 — — 1,248
Other ABS™ ..o 991 45,532 2,444 — 48,967
TOtal.eiiceeciecee e $ 40,095 $451,860 $ 54,718 $§ 3,443  $550,116
Weighted average coupon® .............ccoooeevereereeeeereean. 1.79% 2.98% 3.58% 3.13% 2.95%
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May 31, 2018
Due>1Year Due>S5 Years
Due in 1 Year through 5 through 10 Due >10
(Dollars in thousands) or Less Years Years Years Total
Amortized cost:
Certificates of deposit ..........c.ceeevevevereieeeeeiereenane, $ 5148 §$ — — 3 — % 5148
Commercial Paper...........cceevieeeviieeeeieeeeee e 9,134 — — — 9,134
U.S. agency debt SeCUrities ...........ceevereecverreevennnnns — 2,000 — — 2,000
Corporate debt SECUTIties........coeeevieeeerrereereeerenenen. 9,111 377,384 69,226 — 455,721
Commercial MBS:
AZENCY vttt re e — — 7,024 — 7,024
NON-AZENCY ..evieiieeiieeiie ettt — — — 3,453 3,453
Total Commercial MBS .........ccooovviiiiiiiieeeeeeee. — — 7,024 3,453 10,477
U.S. State and Municipality Debt Securities ........ — — 2,147 — 2,147
Foreign Government Debt Securities ................... — 1,241 — — 1,241
Other ABS™ ... — 33,357 1,294 — 34,651
TOtal. i $ 23393 $413982 § 79,691 $§ 3453 $520,519
Fair value:
Certificates of deposit ........c.c.cevevevevereeeeeierereeae, $ 5148 §$ — — 3 — % 5148
Commercial Paper........c..cceeeveeeeviieeenieeeere e 9,134 — — — 9,134
U.S. agency debt Securities ...........coeeverereeerreecrennnnns — 2,016 — — 2,016
Corporate debt SECUTIICS........cceevvieeeiieeiereeeeeeeeenn 9,056 373,284 69,500 — 451,840
Commercial MBS:
AZENCY vttt ettt ettt ettt st ae e — — 7,087 — 7,087
NON-AGENCY ...ovieieieiieieeiieie et — — — 3,453 3,453
Total Commercial MBS ..........cooooviviiiiiieeeee, — — 7,087 3,453 10,540
U.S. State and Municipality Debt Securities ........ — — 2,171 — 2,171
Foreign Government Debt Securities ................... — 1,250 — — 1,250
Other ABS™".......oooiiriieeeeee e — 33,157 1,290 — 34,447
TOtal .o s $ 23,338 $409,707 $ 80,048 $§ 3453 $516,546
Weighted average coupon(z) ....................................... 1.81% 2.84% 3.60% 2.74% 2.91%

Deonsists primarily of securities backed by auto lease loans, equipment-backed loans, auto loans and credit card loans.
(2)Calculated based on the weighted average coupon rate, which excludes the impact of amortization of premium and accretion of discount.

The average contractual maturity and weighted average coupon of our HTM investment securities was three years and
2.95%, respectively, as of November 30, 2018. The average credit rating of these securities, based on the equivalent lowest
credit rating by Moody’s, S&P and Fitch was A2, A and A, respectively, as of November 30, 2018.

Realized Gains and Losses

We did not sell any of our investment securities during the three months ended November 30, 2018, and therefore have not
recorded any realized gains or losses.
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NOTE 4—LOANS

Loans, which are classified as held for investment, are carried at the outstanding unpaid principal balance net of
unamortized loan origination costs. The following table presents the outstanding principal balance of loans to members,
including deferred loan origination costs, and unadvanced loan commitments by loan type and member class, as of
November 30, 2018 and May 31, 2018.

November 30, 2018 May 31, 2018
Loans Unadvanced Loans Unadvanced

(Dollars in thousands) Outstanding Commitments” Outstanding Commitments”
Loan type:
Long-term loans:

Fixed 1ate......ccoovvcievieieceeieeeeeeeee e $ 22,713,588 $ — $ 22,696,185 $ —

Variable 1ate .......ccoevveecveeriiereeeie e 1,077,971 5,289,612 1,039,491 4,952,834
Total long-term loans............cceeevevvevvereecrennnnns 23,791,559 5,289,612 23,735,676 4,952,834
Lines of credit.......cccvevieeciieniieciieeie e 1,491,394 7,854,452 1,431,818 7,692,784
Total loans outstanding.............cccccvevvereeruennens 25,282,953 13,144,064 25,167,494 12,645,618
Deferred loan origination costs ............ccceu..... 11,222 — 11,114 —
Loans to Mmembers..........cceevvereeverieeienieeienneens $ 25294175 $ 13,144,064 $ 25,178,608 §$ 12,645,618
Member class:
CFC:

Distribution .........ccoccveevereecieeieieeiee e $ 19,812,973 $ 8,531,846 $ 19,551,511 §$ 8,188,376

Power supply.....ccccoveeieiieieieeee 4,264,713 3,592,293 4,397,353 3,407,095

Statewide and associate..........c..ccceeevrereennen.. 82,549 130,909 69,055 128,025
Total CFC ..o 24,160,235 12,255,048 24,017,919 11,723,496
NCSCoiee e s 767,225 597,325 786,457 624,663
RTFC .ot 355,493 291,691 363,118 297,459
Total loans outstanding.............cccccvevvervecrennnnns 25,282,953 13,144,064 25,167,494 12,645,618
Deferred loan origination costs ............ccceu.... 11,222 — 11,114 —
Loans to members............ccceeeveevreeeeeecreeeneeenne. $ 25,294,175 $ 13,144,064 § 25,178,608 $ 12,645,618

1 . . . . . .
( )The interest rate on unadvanced loan commitments is not set until an advance is made; therefore, all long-term unadvanced loan commitments are
reported as variable-rate. However, the borrower may select either a fixed or a variable rate when an advance on a commitment is made.

Unadvanced Loan Commitments
Unadvanced loan commitments represent approved and executed loan contracts for which funds have not been advanced to

borrowers. The following table summarizes the available balance under unadvanced loan commitments as of November 30,
2018 and the related maturities by fiscal year and thereafter by loan type:
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Notional Maturities of Unadvanced Loan Commitments

Available
(Dollars in thousands) Balance 2019 2020 2021 2022 2023 Thereafter
Line of credit loans... $ 7,854,452 § 302,927 $3,960,406 $ 908,973 $ 755,133 $1,339,586 §$ 587,427
Long-term loans ....... 5,289,612 417,526 545,467 688,422 1,636,893 1,193,023 808,281
Total.....ccooveenenene $ 13,144,064 $ 720,453 $4,505,873 $1,597,395 $2,392,026 $2,532,609 $ 1,395,708

Unadvanced line of credit commitments accounted for 60% of total unadvanced loan commitments as of November 30,
2018, while unadvanced long-term loan commitments accounted for 40% of total unadvanced loan commitments.
Unadvanced line of credit commitments are typically revolving facilities for periods not to exceed five years. Unadvanced
line of credit commitments generally serve as supplemental back-up liquidity to our borrowers. Historically, borrowers have
not drawn the full commitment amount for line of credit facilities, and we have experienced a very low utilization rate on
line of credit loan facilities regardless of whether or not we are obligated to fund the facility where a material adverse
change exists.

Our unadvanced long-term loan commitments have a five-year draw period under which a borrower may advance funds
prior to the expiration of the commitment. We expect that the majority of the long-term unadvanced loan commitments of
$5,290 million will be advanced prior to the expiration of the commitment.

Because we historically have experienced a very low utilization rate on line of credit loan facilities, which account for the
majority of our total unadvanced loan commitments, we believe the unadvanced loan commitment total of $13,144 million
as of November 30, 2018 is not necessarily representative of our future funding cash requirements.

Unadvanced Loan Commitments—Conditional

The majority of our line of credit commitments and all of our unadvanced long-term loan commitments include material
adverse change clauses. Unadvanced loan commitments subject to material adverse change clauses totaled $10,090 million
and $9,789 million as of November 30, 2018 and May 31, 2018, respectively. Prior to making an advance on these facilities,
we confirm that there has been no material adverse change in the business or condition, financial or otherwise, of the
borrower since the time the loan was approved and confirm that the borrower is currently in compliance with loan terms and
conditions. In some cases, the borrower’s access to the full amount of the facility is further constrained by the designated
purpose, imposition of borrower-specific restrictions or by additional conditions that must be met prior to advancing funds.

Unadvanced Loan Commitments—Unconditional

Unadvanced loan commitments not subject to material adverse change clauses at the time of each advance consisted of
unadvanced committed lines of credit totaling $3,054 million and $2,857 million as of November 30, 2018 and May 31,
2018, respectively. As such, we are required to advance amounts on these committed facilities as long as the borrower is in
compliance with the terms and conditions of the facility.

The following table summarizes the available balance under unconditional committed lines of credit, and the related
maturities by fiscal year and thereafter, as of November 30, 2018.

Notional Maturities of Unconditional Committed Lines of Credit

Available
(Dollars in thousands) Balance 2019 2020 2021 2022 2023 Thereafter

Committed lines of credit....  $3,053,902  $110,000 $347,582  $479,348  $455400 $1,228,176  $433,396
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Loan Sales

We transfer, from time to time, loans to third parties under our direct loan sale program. We did not have any loan sales
during the six months ended November 30, 2018. We sold CFC loans with outstanding balances totaling $110 million, at par
for cash, during the six months ended November 30, 2017. We recorded immaterial losses upon the sale of these loans,
attributable to the unamortized deferred loan origination costs associated with the transferred loans.

Pledging of Loans

We are required to pledge eligible mortgage notes in an amount at least equal to the outstanding balance of our secured debt.
The following table summarizes our loans outstanding as collateral pledged to secure our collateral trust bonds, Clean
Renewable Energy Bonds, notes payable to Farmer Mac and notes payable under the Guaranteed Underwriter Program of
the USDA (“Guaranteed Underwriter Program”) and the amount of the corresponding debt outstanding as of November 30,
2018 and May 31, 2018. See “Note 6—Short-Term Borrowings” and “Note 7—Long-Term Debt” for information on our
borrowings.

(Dollars in thousands) November 30, 2018 May 31, 2018

Collateral trust bonds:

2007 indenture:
Distribution system mortgage NOtES .........cceevereerereerierieneeieneeeeeeeeens $ 8,299,400 $ 8,643,344
RUS-guaranteed loans qualifying as permitted investments................... 137,839 140,680
Total pledged collateral..............cccoiiiiiiiiiice $ 8,437,239 $ 8,784,024
Collateral trust bonds outstanding ............ccoeecevveerecenenenenneneeneennen. 7,322,711 7,697,711

1994 indenture:
Distribution system mortgage NOtES .........cceevereererieriereenieeieneeeeeeeenne $ 48,929 §$ 243418
Collateral trust bonds outstanding ............cocceevererenenencrieceneecnenenne 40,000 220,000

Farmer Mac:
Distribution and power supply system mortgage notes...............cveeveen.. $ 3,177,761 § 3,331,775
Notes payable outstanding.........cccceceverirerenenienenenenieieeeeeeeeeeeenes 2,763,482 2,891,496

Clean Renewable Energy Bonds Series 2009A:

Distribution and power supply system mortgage notes...........cc.ceceeueunene $ 13,755 $ 12,615
CASH et 1,087 415
Total pledged collateral...........ccocceviriririninineneneeeeeeeeeeeeea $ 14,842 $ 13,030
Notes payable outstanding..........cccecevverererienenienenenenieieeeeeeeeeeeeenes 11,556 11,556

Federal Financing Bank:
Distribution and power supply system mortgage notes..............c.......... $ 5,596,619 $ 5,772,750
Notes payable outstanding...........ccccceevvevieviiiieciiieeieceeeee e 4,925,542 4,856,375

Credit Concentration

As a tax-exempt, member-owned finance cooperative, CFC’s principal focus is to provide funding to its rural electric utility
cooperative members to assist them in acquiring, constructing and operating electric distribution systems, power supply
systems and related facilities. We serve electric and telecommunications members throughout the United States and its
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territories, including 50 states, the District of Columbia, American Samoa and Guam. Our consolidated membership totaled
1,449 members and 215 associates as of November 30, 2018. Texas had the largest concentration of outstanding loans to
borrowers in any one state, with approximately 15% of total loans outstanding as of both November 30, 2018 and May 31,
2018. Because we lend primarily to our rural electric utility cooperative members, we have a loan portfolio subject to single-
industry and single-obligor concentration risks.

Loans outstanding to electric utility organizations represented approximately 99% of total loans outstanding as

of November 30, 2018, unchanged from May 31, 2018. The remaining loans outstanding in our portfolio were to RTFC
members, affiliates and associates in the telecommunications industry. The combined exposure of loans and guarantees
outstanding for our 20 largest borrowers was 22% and 23% as of November 30, 2018 and May 31, 2018, respectively. The
20 largest borrowers consisted of nine distribution systems, 10 power supply systems and one NCSC associate member as of
both November 30, 2018 and May 31, 2018. The largest total outstanding exposure to a single borrower or controlled group
represented approximately 2% of total loans and guarantees outstanding as of both November 30, 2018 and May 31, 2018.

As part of our strategy in managing our credit exposure, we entered into a long-term standby purchase commitment
agreement with Farmer Mac during fiscal year 2016. Under this agreement, we may designate certain long-term loans to be
covered under the commitment, subject to approval by Farmer Mac, and in the event any such loan later goes into payment
default for at least 90 days, upon request by us, Farmer Mac must purchase such loan at par value. The aggregate unpaid
principal balance of designated and Farmer Mac approved loans was $643 million and $660 million as of November 30,
2018 and May 31, 2018, respectively. Under the agreement, we are required to pay Farmer Mac a monthly fee based on the
unpaid principal balance of loans covered under the purchase commitment. No loans had been put to Farmer Mac for
purchase, pursuant to this agreement, as of November 30, 2018. Also, we had long-term loans totaling $158 million and
$161 million as of November 30, 2018 and May 31, 2018, respectively, guaranteed by RUS.

Credit Quality

Assessing the overall credit quality of our loan portfolio and measuring our credit risk is an ongoing process that involves
tracking payment status, charge-offs, troubled debt restructurings, nonperforming and impaired loans, the internal risk
ratings of our borrowers and other indicators of credit risk. We monitor and subject each borrower and loan facility in our
loan portfolio to an individual risk assessment based on quantitative and qualitative factors. Internal risk ratings and
payment status trends are indicators, among others, of the probability of borrower default and level of credit risk in our loan
portfolio.

Borrower Risk Ratings

As part of our credit risk management process, we monitor and evaluate each borrower and loan in our loan portfolio and
assign internal borrower and loan facility risk ratings based on quantitative and qualitative assessments. Our borrower risk
ratings are intended to assess probability of default. Each risk rating is reassessed annually following the receipt of the
borrower’s audited financial statements; however, interim risk-rating downgrades or upgrades may occur as a result of
significant developments or trends. Our borrower risk ratings are intended to align with banking regulatory agency credit
risk rating definitions of pass and criticized classifications, with criticized divided between special mention, substandard and
doubtful. Pass ratings reflect relatively low probability of default, while criticized ratings have a higher probability of
default. Following is a description of each rating category.

* Pass: Borrowers that are not experiencing difficulty and/or not showing a potential or well-defined credit weakness.

» Special Mention: Borrowers that may be characterized by a potential credit weakness or deteriorating financial condition
that is not sufficiently serious to warrant a classification of substandard or doubtful.

» Substandard: Borrowers that display a well-defined credit weakness that may jeopardize the full collection of principal
and interest.
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* Doubtful: Borrowers that have a well-defined credit weakness or weaknesses that make full collection of principal and
interest, on the basis of currently known facts, conditions and collateral values, highly questionable and improbable.

Loans to borrowers in the pass, special mention and substandard categories are generally considered not to be individually
impaired and are included in the loan pools for determining the collective reserve component of the allowance for loan
losses. Loans to borrowers in the doubtful category are considered to be impaired and are therefore individually assessed for
impairment in determining the specific reserve component of the allowance for loan losses.

The following tables present total loans outstanding, by member class and borrower risk rating category, based on the risk
ratings used in the estimation of our allowance for loan losses as of November 30, 2018 and May 31, 2018.

November 30, 2018

(Dollars in thousands) Pass Special Mention Substandard Doubtful Total
CFC:

Distribution ........ccccccceuenens $ 19,683,219 $ 6,364 $ 123,390 $ — $ 19,812,973

Power supply.......cccueneee. 4,216,130 — 48,583 — 4,264,713

Statewide and associate..... 82,549 — — — 82,549
CFCtotal .....ccocovevrererennn, 23,981,898 6,364 171,973 — 24,160,235
NCSCvoreeeeeeeeeeeeeeeeeeeneee 767,225 — — — 767,225
RTFC ..o, 349,651 — 5,842 — 355,493
Total loans outstanding........ $ 25,098,774 $ 6,364 $ 177,815 $ — $ 25,282,953

May 31,2018

(Dollars in thousands) Pass Special Mention Substandard Doubtful Total
CFC:

Distribution ..........ccceueee.. $ 19429,121 § 6,853 § 115,537  $ — $ 19,551,511

Power supply.......cccuenneee.. 4,348,328 — 49,025 — 4,397,353

Statewide and associate..... 69,055 — — — 69,055
CFCtotal .....cooverrvrerennnn, 23,846,504 6,853 164,562 — 24,017,919
NCSC..ooieeieeeeee, 786,457 — — — 786,457
RTFC ..o 356,503 523 6,092 — 363,118
Total loans outstanding........ $ 24,989,464 $ 7,376 $ 170,654 $ — $§ 25,167,494

We had loans to one electric distribution cooperative borrower and its subsidiary totaling $172 million and $165 million as
of November 30, 2018 and May 31, 2018, respectively, that were classified as substandard. The electric distribution
cooperative owns and operates a distribution and transmission system and is in the early stages of deploying retail
broadband service. The borrower is currently experiencing financial difficulties due to recent net losses and weak cash
flows. The borrower and its subsidiary are current with regard to all principal and interest payments and have never been
delinquent. The borrower operates in a territory that is not rate-regulated and has the ability to adjust its electric rates to
cover operating costs and service debt. Of the outstanding amount, all but $17 million and $7 million was secured under our
typical collateral requirements for long-term loan advances as of November 30, 2018 and May 31, 2018, respectively. We
currently expect to collect all principal and interest amounts due from the borrower and its subsidiary. Accordingly, the loans
outstanding to this borrower and its subsidiary were not deemed to be impaired as of either November 30, 2018 or May 31,
2018.

68



NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

Payment Status of Loans

The tables below present the payment status of loans outstanding by member class as of November 30, 2018 and May 31,
2018. As indicated in the table, we did not have any past due loans as of either November 30, 2018 or May 31, 2018.

November 30, 2018

90 Days or
30-89 Days More Total Total Financing Nonaccrual

(Dollars in thousands) Current Past Due Past Due Past Due Receivables Loans
CFC:

Distribution .........ccccceue. $19,812,973 $ — $ — $ — $19,812,973 $ —

Power supply.......cccceeeee 4,264,713 — — — 4,264,713 —

Statewide and associate... 82,549 — — — 82,549 —
CECtotal .coceeevveeieeieienne 24,160,235 — — — 24,160,235 —
NCSC .o, 767,225 — — — 767,225 —
RTFC ..o 355,493 — — — 355,493 —
Total loans outstanding...... $ 25,282,953 $ — $ — $ — $ 25,282,953 $ —
Percentage of total loans.... 100.00% —% —% —% 100.00% —%

May 31, 2018
90 Days or
30-89 Days More Total Total Financing Nonaccrual

(Dollars in thousands) Current Past Due Past Due Past Due Receivables Loans
CFC:

Distribution .........ccccceuee. $ 19,551,511 $ — 3 — —  $ 19,551,511 $ —

Power supply......ccocveunnee. 4,397,353 — — — 4,397,353 —

Statewide and associate... 69,055 — — — 69,055 —
CECtotal .coceeevveeieeieienne 24,017,919 — — — 24,017,919 —
NCSC .o 786,457 — — — 786,457 —
RTFC ..o 363,118 — — — 363,118 —
Total loans outstanding ...... $ 25,167,494  § — 3 — 3 —  $25,167,494 §$ —
Percentage of total loans.... 100.00% —% —% —% 100.00%

M All loans 90 days or more past due are on nonaccrual status.

Troubled Debt Restructurings
We did not have any loans modified as TDRs during the six months ended November 30, 2018. The following table

provides a summary of loans modified as TDRs in prior periods, the performance status of these loans and the unadvanced
loan commitments related to the TDR loans, by member class, as of November 30, 2018 and May 31, 2018.
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November 30, 2018 May 31, 2018
Loans % of Total Unadvanced Loans % of Total Unadvanced

(Dollars in thousands) Outstanding Loans Commitments Outstanding Loans Commitments
TDR loans:
Performing TDR loans:

CFC/Distribution...........c.cccueueee $ 6,261 0.03% $ — 8 6,507 0.03% $ —

RTFC....ociiiiiiiiininincceeee 5,842 0.02 — 6,092 0.02 —
Total performing TDR loans........ 12,103 0.05 — 12,599 0.05 —
Total TDR loans.......c..cccceerveneeneee $ 12,103 0.05% $ — & 12,599 0.05% $ —

We did not have any TDR loans classified as nonperforming as of November 30, 2018 or May 31, 2018. TDR loans
classified as performing as of November 30, 2018 and May 31, 2018 were performing in accordance with the terms of their
respective restructured loan agreement and on accrual status as of the respective reported dates. One borrower with a TDR
loan also had a line of credit facility, restricted for fuel purchases only, totaling $6 million as of both November 30, 2018
and May 31, 2018. The outstanding amount under this facility totaled less than $1 million as of both November 30, 2018
and May 31, 2018, and was classified as performing as of each respective date.

Nonperforming Loans
In addition to TDR loans that may be classified as nonperforming, we also may have nonperforming loans that have not
been modified as a TDR. We did not have any loans classified as nonperforming as of either November 30, 2018 or May 31,

2018.

We had no foregone interest income for loans on nonaccrual status during the three and six months ended November 30,
2018 and 2017.

Impaired Loans

The following table provides information on loans classified as individually impaired loans as of November 30, 2018 and
May 31, 2018.

November 30, 2018 May 31, 2018
Recorded Related Recorded Related

(Dollars in thousands) Investment Allowance Investment Allowance
With no specific allowance recorded:

CFC et $ 6,261 $ — S 6,507 $ —
With a specific allowance recorded:

RTFC oo 5,842 1,150 6,092 1,198
Total impaired 10ans ............cccceveveeerenennne. $ 12,103  $ 1,150 $ 12,599 $ 1,198

The following table presents, by company, the average recorded investment for individually impaired loans and the interest
income recognized on these loans for the three and six months ended November 30, 2018 and 2017.
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Three Months Ended November 30,

2018 2017 2018 2017
(Dollars in thousands) Average Recorded Investment Interest Income Recognized
CFC. e $ 6,261 $ 6,507 $ 137 § 142
RTFC .o 5,923 6,423 74 80
Total impaired loans .............cccocoeeeveueenennnnnn. $ 12,184 § 12930 $ 211§ 222

Six Months Ended November 30,

2018 2017 2018 2017
(Dollars in thousands) Average Recorded Investment Interest Income Recognized
CFC e $ 6,383 S 6,541 $ 279 § 286
RTFC .o 5,986 6,486 150 162
Total impaired loans .............ccceeveeveereenrenene. $ 12,369 §$ 13,027  $ 429 $§ 448

Net Charge-Offs

Charge-offs represent the amount of a loan that has been removed from our consolidated balance sheet when the loan is
deemed uncollectible. Generally the amount of a charge-off is the recorded investment in excess of the fair value of the
expected cash flows from the loan, or, if the loan is collateral dependent, the fair value of the underlying collateral securing
the loan. We report charge-offs net of amounts recovered on previously charged off loans. We had no loan defaults or
charge-offs during the three and six months ended November 30, 2018 or 2017.

NOTE 5—ALLOWANCE FOR LOAN LOSSES

We maintain an allowance for loan losses that represents management’s estimate of probable losses inherent in our loan
portfolio as of each balance sheet date. Our allowance for loan losses consists of a collective allowance for loans in our
portfolio that are not individually impaired and a specific allowance for loans identified as individually impaired. The
allowance for loan losses is reported separately on the consolidated balance sheet, and the provision for loan losses is
separately reported on our consolidated statement of income.

The following tables summarize changes, by company, in the allowance for loan losses as of and for the three and six
months ended November 30, 2018 and 2017.

Three Months Ended November 30, 2018

(Dollars in thousands) CFC NCSC RTFC Total
Balance as of August 31,2018 ..........cccoevveeeeennns S 12,508 $ 2,012 $ 4,172 $ 18,692
Benefit for 1oan 10SSes .........ccceeviiiiieviieireeieenen. (334) 43) (1,411) (1,788)
Balance as of November 30, 2018...................... S 12,174  $ 1,969 $ 2,761 $ 16,904
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Three Months Ended November 30, 2017

(Dollars in thousands) CFC NCSC RTFC Total
Balance as of August 31,2017 .......cocevevevenennn. $ 29,521 $ 2,736 $ 4821 $ 37,078
Provision (benefit) for loan losses..............ccc..... (722) 381 37 (304)
Balance as of November 30, 2017.........c............. $ 28,799 % 3,117 3 4,858 $ 36,774

Six Months Ended November 30, 2018

(Dollars in thousands) CFC NCSC RTFC Total

Balance as of May 31,2018 .........ccceeveieeeennne S 12,300 $ 2,082 $ 4,419 $ 18,801
Benefit for 10an 10SS€S.........cccovvveeveecieiiieeneenns (126) (113) (1,658) (1,897)

Balance as of November 30, 2018....................... S 12,174 $ 1,969 $ 2,761 $ 16,904

Six Months Ended November 30, 2017

(Dollars in thousands) CFC NCSC RTFC Total

Balance as of May 31, 2017 ......ccccoveiineniieee $ 29,499 % 2,910 $ 4,967 $ 37,376
Provision (benefit) for loan losses .................... (700) 207 (109) (602)

Balance as of November 30, 2017....................... $ 28,799 $ 3,117 3 4,858 $ 36,774

The tables below present, by company, the components of our allowance for loan losses and the recorded investment of the
related loans as of November 30, 2018 and May 31, 2018.

November 30, 2018

(Dollars in thousands) CFC NCSC RTFC Total
Ending balance of the allowance:

Collective allowance ..........cccoevveeeeveeeeceeeeinnenn. $ 12,174 $ 1,969 $§ 1,611 $ 15,754

Specific allowance..........ccccoeeveevenecenenencnnenne. — — 1,150 1,150
Total ending balance of the allowance................ $ 12,174 $ 1,969 $ 2,761 $ 16,904
Recorded investment in loans:

Collectively evaluated loans...........ccccceeeeuennee. $ 24,153,974 $ 767,225 $ 349,651 $ 25,270,850

Individually evaluated loans...........ccccceeeeennenee. 6,261 — 5,842 12,103
Total recorded investment in loans...................... $ 24,160,235 § 767,225 $ 355,493 § 25,282,953
Total recorded investment in loans, net".......... $ 24,148,061 $ 765,256 $ 352,732 $ 25,266,049
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May 31, 2018

(Dollars in thousands) CFC NCSC RTFC Total
Ending balance of the allowance:

Collective allowWance ...........ooveeeveeeeeeeeveeeeenene $ 12,300 $ 2,082 $ 3221 $ 17,603

Specific allowance...........cccceveeeeneeienieirenenne — — 1,198 1,198
Total ending balance of the allowance................ $ 12,300 $ 2,082 $ 4,419 $ 18,801
Recorded investment in loans:

Collectively evaluated loans................cuon....... $ 24011412 $ 786,457 $ 357,026 $ 25,154,895

Individually evaluated loans...........ccccceeeennnee. 6,507 — 6,092 12,599
Total recorded investment in loans..................... $ 24017919 $ 786,457 $ 363,118 $ 25,167,494
Total recorded investment in loans, net'™” ........... $ 24,005,619 $ 784,375 $ 358,699 $ 25,148,693

M Excludes unamortized deferred loan origination costs of $11 million as of both November 30, 2018 and May 31, 2018.

In addition to the allowance for loan losses, we also maintain a reserve for unadvanced loan commitments at a level
estimated by management to provide for probable losses under these commitments as of each balance sheet date, which was
less than $1 million as of both November 30, 2018 and May 31, 2018.

NOTE 6—SHORT-TERM BORROWINGS

Short-term borrowings consist of borrowings with an original contractual maturity of one year or less and do not include the
current portion of long-term debt. Our short-term borrowings totaled $4,101 million and accounted for 17% of total debt
outstanding as of November 30, 2018, compared with $3,796 million, or 15%, of total debt outstanding as of May 31, 2018.
The following table displays short-term borrowings outstanding as of November 30, 2018 and May 31, 2018.

(Dollars in thousands) November 30, 2018 May 31, 2018

Short-term borrowings:

Commercial paper:

Commercial paper to dealers, net of discounts ...........c.ccoeeveeveennne S 1,058,949 $ 1,064,266

Commercial paper to members, at Par .........cccceeeveeveeeeeenreesveennens 1,218,730 1,202,105
Total commercial PAPEr ..........cccceeviiieriiiieieeeeree e 2,277,679 2,266,371
Select notes t0 MEMDETS ............ocovieieiieeeeeeeeeeeeee e 1,031,022 780,472
Daily liquidity fund notes to members .............cccoceeeverreeciereecreeeennenns 566,935 400,635
Medium-term notes t0 MEMDETS...........c..covvieivievieereieeeeeeeree e 224,970 248,432
Farmer Mac revolving facility ..........ccccoevvvieniiicienieieiecieseereeeene — 100,000
Total short-term BOITOWINGS .......c..ccveeveeveierieerieieeie et $ 4,100,606 $ 3,795,910

Committed Bank Revolving Line of Credit Agreements

We had $2,975 million and $3,085 million of commitments under committed bank revolving line of credit agreements as of
November 30, 2018 and May 31, 2018, respectively. Under our current committed bank revolving line of credit agreements,
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we have the ability to request up to $300 million of letters of credit, which would result in a reduction in the remaining
available amount under the facilities.

On November 28, 2018, we amended the three-year and five-year committed bank revolving line of credit agreements to
extend the maturity dates to November 28, 2021 and November 28, 2023, respectively, and to terminate certain third-party
bank commitments totaling $53 million under the three-year agreement and $57 million under the five- year agreement. As a
result, the total commitment amount from third-parties under the three-year facility and the five-year facility is $1,440
million and $1,535 million, respectively, resulting in a combined total commitment amount under the two facilities

of $2,975 million.

The following table presents the total commitment, the net amount available for use and the outstanding letters of credit
under our committed bank revolving line of credit agreements as of November 30, 2018 and May 31, 2018.

November 30, 2018 May 31, 2018
Letters of Net Letters of Net Annual
Total Credit Available Total Credit Available Facilityy
(Dollars in millions) Commitment Outstanding for Use Commitment Outstanding for Use Maturity Fee !
3-year agreement.... $ — 3 — 3 — $ 1,492 $ — $ 1,492 November 20,2020 7.5 bps
3-year agreement.... 1,440 — 1,440 — — — November 28, 2021 7.5 bps
Total 3-year
agreement............ 1,440 — 1,440 1,492 — 1,492
S-year agreement.... — — — 1,593 3 1,590 November 20,2022 10 bps
S-year agreement.... 1,535 3 1,532 — — — November 28,2023 10 bps
Total 5-year
agreement............ 1,535 3 1,532 1,593 3 1,590
Total.......cceoeeee $ 2,975 $ 3 8 2972 § 3,085 $ 3 % 3,082

M Facility fee determined by CFC’s senior unsecured credit ratings based on the pricing schedules put in place at the inception of the related agreement.

We had no borrowings outstanding under our committed bank revolving line of credit agreements as of November 30, 2018
or May 31, 2018, and we were in compliance with all covenants and conditions under the agreements as of each date.
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NOTE 7—LONG-TERM DEBT

The following table displays long-term debt outstanding, by debt type, as of November 30, 2018 and May 31, 2018.

(Dollars in thousands) November 30, 2018 May 31, 2018
Unsecured long-term debt:
Medium-term notes sold through dealers ...........ccccoceevieieniniinicniniinennnn, $ 3,296,932 $ 3,026,472
Medium-term notes Sold t0 MEMDETS .....cccvvvveeeiiiriieieeiiieeeeereee e eeeens 397,096 395,389
Subtotal medium-term NOLES .......c.eevueeriierieiierieeee e 3,694,028 3,421,861
Unamortized diSCOUNL .....c.eeruiriirieriiriiniieieierteet ettt (1,094) (1,256)
Dbt ISSUANCE COSES .nvvenvieiiiriiiiiieeie ettt ettt ettt sttt et e e nas (20,906) (22,237)
Total unsecured Medium-term NOLES ........eevvreeveerieeriierierierieeresreeeens 3,672,028 3,398,368
Unsecured notes payable ... 18,892 18,892
Unamortized diSCOUNL ........ccoiiriiiiiiiiiciie e (229) (277)
Dbt ISSUANCE COSES .nvvervieiiiriiiiiieeie ettt ettt ettt sttt e e b e e s (56) (68)
Total unsecured notes payable ...........cccooeveiininciiinnceeeeeee 18,607 18,547
Total unsecured long-term debt ..........ccceeveeviininiiiienininiciceecee e 3,690,635 3,416,915
Secured long-term debt:
Collateral trust DONAS ......oeeeeiiviieeieiiiieececreee et 7,362,711 7,917,711
Unamortized diSCOUNE ......cc.eeerieriiririeieniireeieesteeeet et (246,914) (250,421)
Dbt ISSUANCE COSES .nveinviiiiiniiiiiieeie ettt ettt ettt sttt e (29,648) (28,197)
Total collateral trust BONAS ........cceeeveeieiieeiiieieeeeece e 7,086,149 7,639,093
Guaranteed Underwriter Program notes payable ..........ccocevveervienninniennnen. 4,925,542 4,856,375
Debt 1SSUANCE COSES .....viueuiiiiiiciiiii et — (232)
Total Guaranteed Underwriter Program notes payable.........c...ccceeueen. 4,925,542 4,856,143
Farmer Mac notes payable ........cccoceveevienininiinenenieeecneneeeee e 2,763,482 2,791,496
Other secured NOtes PAYabIe ........ccocverieriiiiiieiniieieeeeeteee e 11,556 11,556
DDt ISSUANCE COSES .veuvrenriririeeiiiieniirieetente ettt ettt e (208) (243)
Total other secured notes payable ..........cccecevvieiieiniinienieenieniceeeeee 11,348 11,313
Total secured notes Payable ..........cccevvirerieneneneniiecreneeeeene s 7,700,372 7,658,952
Total secured 1ong-term debt .........cccocevirierininiiieeeeeeeeeee e 14,786,521 15,298,045
Total 10ng-term debt ....cc.eeviiiriiriiiiriiiiiceeeeee e $ 18,477,156 $ 18,714,960
Collateral Trust Bonds

Collateral trust bonds represent secured obligations sold to investors in the capital markets. Collateral trust bonds are

secured by the pledge of mortgage notes or eligible securities in an amount at least equal to the principal balance of the

bonds outstanding.

On July 12, 2018, we redeemed $300 million of the $1 billion 10.375% collateral trust bonds due November 1, 2018, at a

premium of $7 million. We repaid the remaining $700 million of these bonds on the maturity date.
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On October 31, 2018, we issued $325 million aggregate principal amount of 3.90% collateral trust bonds due 2028 and $300
million aggregate principal amount of 4.40% collateral trust bonds due 2048.

Secured Notes Payable

We had outstanding secured notes payable totaling $4,926 million and $4,856 million as of November 30, 2018 and May 31,
2018, respectively, under bond purchase agreements with the Federal Financing Bank and a bond guarantee agreement with
RUS issued under the Guaranteed Underwriter Program, which provides guarantees to the Federal Financing Bank. We pay
RUS a fee of 30 basis points per year on the total amount outstanding. On November 15, 2018, we closed on a $750 million
committed loan facility (Series N) from the Federal Financing Bank under the Guaranteed Underwriter Program. Pursuant to
this facility, we may borrow any time before July 15, 2023. Each advance is subject to quarterly amortization and a final
maturity not longer than 20 years from the advance date. We had up to $1,875 million available for access under the
Guaranteed Underwriter Program as of November 30, 2018.

We are required to pledge eligible distribution system or power supply system loans as collateral in an amount at least equal
to the total principal amount of notes outstanding under the Guaranteed Underwriter Program. See “Note 4—Loans” for
additional information on the collateral pledged to secure notes payable under this program.

We have two revolving note purchase agreements with Farmer Mac, which together allow us to borrow up to $5,500 million
from Farmer Mac. Under our first revolving note purchase agreement with Farmer Mac, dated March 24, 2011, as amended,
we can currently borrow, subject to market conditions, up to $5,200 million at any time through January 11, 2022, and such
date shall automatically extend on each anniversary date of the closing for an additional year, unless prior to any such
anniversary date, Farmer Mac provides us with a notice that the draw period will not be extended beyond the remaining
term. This revolving note purchase agreement allows us to borrow, repay and re-borrow funds at any time through maturity,
as market conditions permit, provided that the outstanding principal amount at any time does not exceed the total available
under the agreement. Each borrowing under the revolving note purchase agreement is evidenced by a pricing agreement
setting forth the interest rate, maturity date and other related terms as we may negotiate with Farmer Mac at the time of each
such borrowing. We may select a fixed rate or variable rate at the time of each advance with a maturity as determined in the
applicable pricing agreement. Under this note purchase agreement with Farmer Mac, we had outstanding secured notes
payable totaling $2,763 million and $2,791 million as of November 30, 2018 and May 31, 2018, respectively.

Under our second revolving note purchase agreement with Farmer Mac, dated July 31, 2015, as amended, we can borrow up
to $300 million at any time through December 20, 2023 at a fixed spread over LIBOR. This agreement also allows us to
borrow, repay and re-borrow funds at any time through maturity, provided that the outstanding principal amount at any time
does not exceed the total available under the agreement. Prior to the maturity date, Farmer Mac may terminate the
agreement upon 30 days written notice to us on periodic facility renewal dates, the first of which is January 31, 2019.
Subsequent facility renewal dates are on each June 20 or December 20 thereafter until the maturity date. We may terminate
the agreement upon 30 days written notice at any time. Under the terms of the first revolving note purchase agreement with
Farmer Mac described above, the $5,200 million commitment will increase to $5,500 million in the event the second
revolving note purchase agreement is terminated.

We are required to pledge eligible distribution system or power supply system loans as collateral in an amount at least equal
to the total principal amount of notes outstanding under each of our Farmer Mac revolving note purchase agreements. See

“Note 4—Loans” for additional information on the collateral pledged to secure notes payable under these programs.

We were in compliance with all covenants and conditions under our senior debt indentures as of November 30, 2018 and
May 31, 2018.
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NOTE 8—SUBORDINATED DEFERRABLE DEBT

The following table presents subordinated deferrable debt outstanding as of November 30, 2018 and May 31, 2018.

(Dollars in thousands) November 30, 2018 May 31, 2018
4.75% due 2043 with a call date of April 30, 2023................ $ 400,000 $ 400,000
5.25% due 2046 with a call date of April 20, 2026................ 350,000 350,000
Debt 1SSUANCE COSES ...vviviieriiiiiierieeiie et (7,520) (7,590)
Total subordinated deferrable debt...........cccooveviviveiiiiiinennne. $ 742,480 $ 742,410

NOTE 9—DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES

We are an end user of derivative financial instruments and do not engage in derivative trading. We use derivatives, primarily
interest rate swaps and Treasury rate locks, to manage interest rate risk. Derivatives may be privately negotiated contracts,
which are often referred to as over-the-counter (“OTC”) derivatives, or they may be listed and traded on an exchange. We
generally engage in OTC derivative transactions.

Accounting for Derivatives

In accordance with the accounting standards for derivatives and hedging activities, we record derivative instruments at fair
value as either a derivative asset or derivative liability on our condensed consolidated balance sheets. We report derivative
asset and liability amounts on a gross basis based on individual contracts, which does not take into consideration the effects
of master netting agreements or collateral netting. Derivatives in a gain position are reported as derivative assets on our
condensed consolidated balance sheets, while derivatives in a loss position are reported as derivative liabilities. Accrued
interest related to derivatives is reported on our condensed consolidated balance sheets as a component of either accrued
interest and other receivables or accrued interest payable.

If we do not elect hedge accounting treatment, changes in the fair value of derivative instruments, which consist of net
accrued periodic derivative cash settlements and derivative forward value amounts, are recognized in our consolidated
statements of income under derivative gains (losses). If we elect hedge accounting treatment for derivatives, we formally
document, designate and assess the effectiveness of the hedge relationship. Changes in the fair value of derivatives
designated as qualifying fair value hedges are recorded in earnings together with offsetting changes in the fair value of the
hedged item and any related ineffectiveness. Changes in the fair value of derivatives designated as qualifying cash flow
hedges are recorded as a component of OCI, to the extent that the hedge relationships are effective, and reclassified AOCI to
earnings using the effective interest method over the term of the forecasted transaction. Any ineffectiveness in the hedging
relationship is recognized as a component of derivative gains (losses) in our consolidated statement of income.

We generally do not designate interest rate swaps, which represented all of our outstanding derivatives as of November 30,
2018, for hedge accounting. Accordingly, changes in the fair value of interest rate swaps are reported in our consolidated
statements of income under derivative gains (losses). Net periodic cash settlements related to interest rate swaps are
classified as an operating activity in our consolidated statements of cash flows.

Outstanding Notional Amount of Derivatives not Designated as Accounting Hedges

The notional amount provides an indication of the volume of our derivatives activity, but this amount is not recorded on our

condensed consolidated balance sheets. The notional amount is used only as the basis on which interest payments are

determined and is not the amount exchanged. The following table shows the outstanding notional amounts and the

weighted-average rate paid and received for our interest rate swaps, by type, as of November 30, 2018 and May 31, 2018.
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The substantial majority of our interest rate swaps use an index based on the London Interbank Offered Rate (“LIBOR”) for
either the pay or receive leg of the swap agreement.

November 30, 2018 May 31, 2018
Weighted- Weighted- Weighted- Weighted-
Notional Average Average Notional Average Average

(Dollars in thousands) Amount Rate Paid Rate Received Amount Rate Paid Rate Received
Pay-fixed sWaps .......cccceceeererennenne. $ 7,362,136 2.83% 2.52% $ 6,987,999 2.83% 2.30%
Receive-fixed swaps ........ccccoeuveenee. 3,699,000 3.12 2.52 3,824,000 2.93 2.50
Total interest rate swaps.................. 11,061,136 2.93 2.52 10,811,999 2.86 2.37
Forward pay-fixed swaps................ 83,017 256,154
Total.....ooeeeee e $11,144,153 $11,068,153

Cash Flow Hedge

In anticipation of the repricing of $100 million in notes payable outstanding under the Guaranteed Underwriter Program, we
entered into a treasury rate lock agreement with a notional amount of $100 million on May 25, 2018. The agreement, which
was scheduled to mature on October 12, 2018, was designated as a cash flow hedge of the forecasted transaction. We
recorded an unrealized loss in AOCI of $1 million as of May 31, 2018 related to this cash flow hedge. On September 25,
2018, we terminated this cash flow hedge as the forecasted transaction was no longer expected to occur. Upon termination,
the fair value of the derivative had shifted to a gain of $1 million from a loss of $1 million as of May 31, 2018. We reversed
the loss recorded in AOCI and recognized the gain in earnings as a component of derivative gains on our condensed
consolidated statements of income.

Impact of Derivatives on Condensed Consolidated Balance Sheets
The following table displays the fair value of the derivative assets and derivative liabilities recorded on our condensed

consolidated balance sheets and the related outstanding notional amount of our interest rate swaps by derivatives type, as of
November 30, 2018 and May 31, 2018.

November 30, 2018 May 31, 2018

(Dollars in thousands) Fair Value Notional Balance Fair Value Notional Balance
Derivative assets: ......coveeevreeieireeereereeeeereeeeereeneenns

Interest rate SWapPS .....ccceevveerieereeiieeiesieeee e $ 319,687 $ 5,883,946 $ 244,526 $ 5,264,971
Derivative liabilities:

Treasury rate lock—cash flow hedge..................... $ — 8 — 3 1,059 $ 100,000

Interest rate SWapPS ......cceevvveevieenieeniieenie e 255,112 5,260,207 274,873 5,803,182
Total derivative liabilities .........cccooveeeveveeeeeeeerenen. $ 255,112 $§ 5,260,207 $ 275932 $§ 5,903,182

All of our master swap agreements include netting provisions that allow for offsetting of all contracts with a given
counterparty in the event of default by one of the two parties. However, as indicated above, we report derivative asset and
liability amounts on a gross basis by individual contracts. The following table presents the gross fair value of derivative
assets and liabilities reported on our condensed consolidated balance sheets as of November 30, 2018 and May 31, 2018,
and provides information on the impact of netting provisions and collateral pledged.
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November 30, 2018

Gross Amount

Net Amount of Not Offset in the
Assets/ Balance Sheet
Gross Amount Liabilities
of Recognized Gross Amount Presented Cash
Assets/ Offset in the in the Financial Collateral Net
(Dollars in thousands) Liabilities Balance Sheet Balance Sheet Instruments Pledged Amount
Derivative assets:
Interest rate swaps............. $ 319,687 $ — $ 319,687 $ 202952 $ — §$ 116,735
Derivative liabilities:
Interest rate swaps............. 255,112 — 255,112 202,952 — 52,160
May 31,2018
Gross Amount
Net Amount of Not Offset in the
Assets/ Balance Sheet
Gross Amount Gross Liabilities
of Recognized Amount Presented Cash
Assets/ Offset in the in the Financial Collateral Net
(Dollars in thousands) Liabilities Balance Sheet Balance Sheet Instruments Pledged Amount
Derivative assets:
Interest rate swaps............. $ 244526 $ — 3 244,526 $ 196,633 $ — $ 47,893
Derivative liabilities:
Treasury rate lock—cash
flow hedge......cccvevevevnnene. 1,059 — 1,059 — — 1,059
Interest rate swaps............. 274,873 — 274,873 196,633 — 78,240

Impact of Derivatives on Condensed Consolidated Statements of Income

Derivative gains (losses) reported in our condensed consolidated statements of income consist of derivative cash settlements
and derivative forward value gains (losses). Derivative cash settlements represent net contractual interest expense accruals
on interest rate swaps during the period. The derivative forward value gains (losses) represent the change in fair value of our
interest rate swaps during the reporting period due to changes in the estimate of future interest rates over the remaining life
of our derivative contracts.

The following table presents the components of the derivative gains (losses) reported in our condensed consolidated
statements of income for our interest rate swaps for the three and six months ended November 30, 2018 and 2017.

Three Months Ended November 30, Six Months Ended November 30,
(Dollars in thousands) 2018 2017 2018 2017
Derivative cash settlements e 8 (11,805) $ (19,635) $ (24,634) $ (39,857)
Derivative forward value gains ..................... 75,148 145,228 95,160 119,252
Derivative gains........ccccveevereeverieecienieeeenenenns $ 63,343 $ 125,593  $ 70,526 $ 79,395

As noted above, during fiscal year 2018, we entered into a treasury rate lock agreement that was designated as a cash flow
hedge of a forecasted transaction. This cash flow hedge was terminated on September 25, 2018 and a gain of $1 million was
recorded upon termination as a component of derivative cash settlements in on our condensed consolidated statements of
income.
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Credit Risk-Related Contingent Features

Our derivative contracts typically contain mutual early termination provisions, generally in the form of a credit rating
trigger. Under the mutual credit rating trigger provisions, either counterparty may, but is not obligated to, terminate and
settle the agreement if the credit rating of the other counterparty falls below a level specified in the agreement. If a
derivative contract is terminated, the amount to be received or paid by us would be equal to the prevailing fair value, as
defined in the agreement, as of the termination date.

Our senior unsecured credit ratings from Moody’s and S&P were A2 and A, respectively, as of November 30, 2018. Both
Moody’s and S&P had our ratings on stable outlook as of November 30, 2018. The following table displays the notional
amounts of our derivative contracts with rating triggers as of November 30, 2018, and the payments that would be required
if the contracts were terminated as of that date because of a downgrade of our unsecured credit ratings or the counterparty’s
unsecured credit ratings below A3/A-, below Baal/BBB+, to or below Baa2/BBB, below Baa3/BBB-, or to or below Ba2/
BB+ by Moody’s or S&P, respectively. In calculating the payment amounts that would be required upon termination of the
derivative contracts, we assumed that the amounts for each counterparty would be netted in accordance with the provisions
of the master netting agreements for each counterparty. The net payment amounts are based on the fair value of the
underlying derivative instrument, excluding the credit risk valuation adjustment, plus any unpaid accrued interest amounts.

Notional Payable Due Receivable Net (Payable)/

(Dollars in thousands) Amount from CFC Due to CFC Receivable
Impact of rating downgrade trigger:

Falls below A3/A-") oo, $ 52,555 § (7,819) § — 3 (7,819)

Falls below Baal/BBB+ ...........cccccceevvevurennenen. 7,308,946 (37,072) 75,448 38,376

Falls to or below Baa2/BBB @ ...........ccco........ 525,293 — 7,137 7,137

Falls below Baa3/BBB-.........c..ccccoceevevrenienen. 222,643 (8,952) — (8,952)
TOtal...veeieiiceeece s $ 8109437 $ (53,843) $ 82,585 § 28,742

M Rating trigger for CFC falls below A3/A-, while rating trigger for counterparty falls below Baal/BBB+ by Moody’s or S&P, respectively.
@ Rating trigger for CFC falls to or below Baa2/BBB, while rating trigger for counterparty falls to or below Ba2/BB+ by Moody’s or S&P, respectively.

We have outstanding notional amount of derivatives with one counterparty subject to a ratings trigger and early termination
provision in the event of a downgrade of CFC’s senior unsecured credit ratings below Baa3, BBB- or BBB- by Moody’s,
S&P or Fitch, respectively, which is not included in the above table, totaling $165 million as of November 30, 2018. These
contracts were in an unrealized gain position of $2 million as of November 30, 2018.

Our largest counterparty exposure, based on the outstanding notional amount, accounted for approximately 23% and 24% of
the total outstanding notional amount of derivatives as of November 30, 2018 and May 31, 2018, respectively. The
aggregate fair value amount, including the credit risk valuation adjustment, of all interest rate swaps with rating triggers that
were in a net liability position was $54 million as of November 30, 2018.

NOTE 10—EQUITY

Total equity increased by $121 million to $1,627 million as of November 30, 2018. The increase was primarily attributable
to our reported net income of $168 million for the six months ended November 30, 2018, which was partially offset by the
patronage capital retirement of $48 million in August 2018.

In July 2018, the CFC Board of Directors authorized the allocation of the fiscal year 2018 net earnings as follows: $95
million to members in the form of patronage, $57 million to the members’ capital reserve and $1 million to the cooperative
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educational fund. The amount of patronage capital allocated each year by CFC’s Board of Directors is based on adjusted net
income, which excludes the impact of derivative forward value gains (losses). See “MD&A—Non-GAAP Financial
Measures” for information on adjusted net income.

In July 2018, the CFC Board of Directors authorized the retirement of allocated net earnings totaling $48 million,
representing 50% of the fiscal year 2018 allocation. This amount was returned to members in cash in August 2018. The
remaining portion of the allocated amount will be retained by CFC for 25 years under guidelines adopted by the CFC Board
of Directors in June 2009.

The CFC Board of Directors is required to make annual allocations of adjusted net income, if any. CFC has made annual
retirements of allocated net earnings in 39 of the last 40 fiscal years; however, future retirements of allocated amounts are
determined based on CFC’s financial condition. The CFC Board of Directors has the authority to change the current practice
for allocating and retiring net earnings at any time, subject to applicable laws. See “Item 1. Business—Allocation and
Retirement of Patronage Capital” of our 2018 Form 10-K for additional information.

Accumulated Other Comprehensive Income (Loss)

The following tables summarize, by component, the activity in AOCI as of and for the three and six months ended
November 30, 2018 and 2017.

Three Months Ended November 30, 2018

Unrealized
Unrealized Gains Unrealized Gains (Losses) Unrealized
(Losses) Gains Cash Flow Losses Defined

(Dollars in thousands) Equity Securities Derivatives Hedges Benefit Plan Total
Beginning balance ..........c.ccoceveveneniennenee $ — S 2,920 $ (1,035) $ (2,099) $ 214)
Unrealized gains.........ccoeeeeeeevveeereneenene — — 1,035 — 1,035
(Gains) losses reclassified into earnings.. — (120) — 131 11
Other comprehensive income (loss)........ — (120) 1,035 131 1,046
Ending balance ...........ccccoeevvirerenienienne S — 8 2,800 $ — 8 (1,968) $ 832

Three Months Ended November 30, 2017

Unrealized Unrealized
Gains (Losses) Unrealized Gains (Losses) Unrealized
Equity Gains Cash Flow Losses Defined

(Dollars in thousands) Securities Derivatives Hedges Benefit Plan Total
Beginning balance .............ccccoeveeevevennene $ 10,865 $ 3,407 $ 103 $ (2,416) $ 11,959
Unrealized gains .........ccoocveeveveeverieenenns 8 — — — 8
(Gains) losses reclassified into earnings.. — (126) (68) 126 (68)
Other comprehensive income (loss)......... 8 (126) (68) 126 (60)
Ending balance .........c.cccceeevenecnecnencne $ 10,873 $ 3,281 $ 35§ (2,290) $ 11,899
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Six Months Ended November 30, 2018

Unrealized Unrealized
Gains (Losses) Unrealized Gains (Losses) Unrealized
Equity Gains Cash Flow Losses Defined
(Dollars in thousands) Securities Derivatives Hedges Benefit Plan Total
Beginning balance...........c.ccoceevevrrueriennene. S 8,794 § 3,039 $ (1,059) $ (2,230) $ 8,544
Cumulative effect from adoption of new
accounting standard" ................ccoo.ccoorr.e. (8,794) — — — (8,794)
Unrealized gains..........cccoeveeveereeneeneennenne. — — 1,059 — 1,059
(Gains) losses reclassified into earnings .. — (239) — 262 23
Other comprehensive income (loss)......... — (239) 1,059 262 1,082
Ending balance...........ccccooveveeieiiniennne. $ — 3 2,800 $ — S (1,968) $ 832
Six Months Ended November 30, 2017
Unrealized Unrealized
Gains (Losses) Unrealized Gains (Losses) Unrealized
Equity Gains Cash Flow Losses Defined
(Dollars in thousands) Securities Derivatives Hedges Benefit Plan Total
Beginning balance..........cccccecveveerreeennnn. $ 12,016 $ 3,531 § 171  $ (2,543) $ 13,175
Unrealized 10SS€S.......cccvevveverrerierieiennnn (1,143) — — — (1,143)
(Gains) losses reclassified into earnings .. — (250) (136) 253 (133)
Other comprehensive income (loss)......... (1,143) (250) (136) 253 (1,276)
Ending balance ........c.ccccecevvevenincninennnn. $ 10,873 $ 3,281 $ 35 8 (2,290) $ 11,899

M Represents the adjustment to AOCI as a result of the new accounting standards adopted during the six months ended November 30, 2018, see “Note 1—
Summary of Significant Accounting Policies.

We expect to reclassify less than $1 million of amounts in AOCI related to unrealized derivative gains into earnings over the
next 12 months.

82



NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)

NOTE 11—GUARANTEES

The following table summarizes total guarantees, by type of guarantee and by member class, as of November 30, 2018 and
May 31, 2018.

(Dollars in thousands) November 30, 2018 May 31, 2018
Total by type:
Long-term tax-exempt bonds'” ......................... $ 313,685 § 316,985
Letters of credit® ............cooovvverreionrieenienns 312,536 343,970
Other guarantees ............ccceevevveeeeneeceenneenennens 145,201 144,206
TOtal. e $ 771,422 $ 805,161
Total by member class:
CFC:
DiStribution .........ccocvevvereiereeieieeiee e $ 201,189 § 201,993
Power Supply......ccooveiiiiieiicieiecieeeeee 549,825 587,837
Statewide and associate..........coeevuvveeevvccvreeeeenns 3,335 3,326
CFCtotal ....coooveeveieeieecececeeeeeeeee e 754,349 793,156
NCSC .ot 15,499 10,431
RTFC ..o 1,574 1,574
TOtAl...eeeieeeeee e $ 771,422 $ 805,161

(1) Represents the outstanding principal amount of long-term fixed-rate and variable-rate guaranteed bonds.

@Reflects our maximum potential exposure for letters of credit.

Long-term tax-exempt bonds of $314 million and $317 million as of November 30, 2018 and May 31, 2018, respectively,
included $248 million and $250 million, respectively, of adjustable or variable-rate bonds that may be converted to a fixed
rate as specified in the applicable indenture for each bond offering. We are unable to determine the maximum amount of
interest that we may be required to pay related to the remaining adjustable and variable-rate bonds. Many of these bonds
have a call provision that allows us to call the bond in the event of a default, which would limit our exposure to future
interest payments on these bonds. Our maximum potential exposure generally is secured by mortgage liens on the members
assets and future revenue. If a member’s debt is accelerated because of a determination that the interest thereon is not tax-
exempt, the member’s obligation to reimburse us for any guarantee payments will be treated as a long-term loan. The
remaining long-term tax-exempt bonds of $66 million as of November 30, 2018 are fixed-rate. The maximum potential
exposure for these bonds, including the outstanding principal of $66 million and related interest through maturity, totaled
$92 million as of November 30, 2018. The maturities for long-term tax-exempt bonds and the related guarantees extend
through calendar year 2042.

>

Of the outstanding letters of credit of $313 million and $344 million as of November 30, 2018 and May 31, 2018,
respectively, $124 million and $120 million, respectively, were secured. We did not have any letters of credit outstanding
that provided for standby liquidity for adjustable and floating-rate tax-exempt bonds issued for the benefit of our members
as of November 30, 2018. The maturities for the outstanding letters of credit as of November 30, 2018 extend through
calendar year 2028.

In addition to the letters of credit listed in the table above, under master letter of credit facilities in place as of November 30,
2018, we may be required to issue up to an additional $58 million in letters of credit to third parties for the benefit of our
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members. All of our master letter of credit facilities were subject to material adverse change clauses at the time of issuance
as of November 30, 2018. Prior to issuing a letter of credit, we would confirm that there has been no material adverse
change in the business or condition, financial or otherwise, of the borrower since the time the loan was approved and
confirm that the borrower is currently in compliance with the letter of credit terms and conditions.

The maximum potential exposure for other guarantees was $146 million and $145 million as of November 30, 2018 and
May 31, 2018, respectively, all of which were unsecured. The maturities for these other guarantees listed in the table above
extend through calendar year 2025.

Guarantees under which our right of recovery from our members was not secured totaled $308 million and $344 million and
represented 40% and 43% of total guarantees as of November 30, 2018 and May 31, 2018, respectively.

In addition to the guarantees described above, we were also the liquidity provider for $248 million of variable-rate tax-
exempt bonds as of November 30, 2018, issued for our member cooperatives. While the bonds are in variable-rate mode, in
return for a fee, we have unconditionally agreed to purchase bonds tendered or put for redemption if the remarketing agents
are unable to sell such bonds to other investors. We were not required to perform as liquidity provider pursuant to these
obligations during the six months ended November 30, 2018 or the prior fiscal year.

Guarantee Liability

As of November 30, 2018 and May 31, 2018, we recorded a guarantee liability of $10 million and $11 million as of
November 30, 2018 and May 31, 2018, respectively, which represents the contingent and noncontingent exposures related to
guarantees and liquidity obligations. The contingent guarantee liability was $1 million as of both November 30, 2018 and
May 31, 2018, based on management’s estimate of exposure to losses within the guarantee portfolio. The remaining balance
of the total guarantee liability of $9 million and $10 million as of November 30, 2018 and May 31, 2018, respectively,
relates to our noncontingent obligation to stand ready to perform over the term of our guarantees and liquidity obligations
that we have entered into or modified since January 1, 2003.

NOTE 12—FAIR VALUE MEASUREMENT

We use fair value measurements for the initial recording of certain assets and liabilities and periodic remeasurement of
certain assets and liabilities on a recurring or nonrecurring basis. The accounting guidance for fair value measurements and
disclosures establishes a three-level fair value hierarchy that prioritizes the inputs into the valuation techniques used to
measure fair value. The levels of the fair value hierarchy, in priority order, include Level 1, Level 2 and Level 3. For
additional information regarding the fair value hierarchy and a description of the methodologies we use to measure fair
value, see “Note 13—Fair Value Measurement” to the Consolidated Financial Statements in our 2018 Form 10-K.

The following tables present the carrying value and fair value for all of our financial instruments, including those carried at

amortized cost, as of November 30, 2018 and May 31, 2018. The tables also display the classification within the fair value
hierarchy of the valuation technique used in estimating fair value.
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November 30, 2018 Fair Value Measurement Level

(Dollars in thousands) Carrying Value Fair Value Level 1 Level 2 Level 3

Assets:
Cash and cash equivalents ..................... $ 226,758 $ 226,758 $ 226,758 $ — 3 —
Restricted cash ....cc..oevevvvveeiiiiiiiiiieneen, 16,174 16,174 16,174 — —
Equity Securities........cocuevverreverreeeennenne. 86,988 86,988 86,988 — —
Debt securities held-to-maturity ............ 558,071 550,116 — 550,116 —
Deferred compensation investments...... 5,001 5,001 5,001 — —
Loans to members, net...........ccoevveeeenne. 25,277,271 23,830,865 — — 23,830,865
Accrued interest receivable................... 133,988 133,988 — 133,988 —
Debt service reserve funds..................... 17,151 17,151 17,151 — —
Derivative assets .......cccvveevvvevievveeeineeens 319,687 319,687 — 319,687 —

Liabilities:
Short-term borrowings...........c.ccecvevennee. $ 4,100,606 $ 4,100,581 $ — $ 4,100,581 $ —
Long-term debt.........ccceevvvrvnininrnenne. 18,477,156 18,370,056 — 10,837,939 7,532,117
Accrued interest payable............ccccuenen. 146,639 146,639 — 146,639 —
Guarantee liability..........ccoovveeverieiennne. 9,612 9,249 — — 9,249
Derivative liabilities..........cccceveeeveenens 255,112 255,112 — 255,112 —
Subordinated deferrable debt................. 742,480 738,620 — 738,620 —
Members’ subordinated certificates........ 1,376,689 1,376,689 — — 1,376,689

May 31, 2018 Fair Value Measurement Level

(Dollars in thousands) Carrying Value Fair Value Level 1 Level 2 Level 3

Assets:
Cash and cash equivalents ..................... $ 230,999 $ 230,999 $ 230,999 $ — 3 —
Restricted cash........cooovvvveviiicieeininn, 7,825 7,825 7,825 — —
Time depositS......ccceevvereecieiieresieereeieans 100,000 100,000 — 100,000 —
Equity SECUrities. .......cccueerereeeeseniereennen 89,332 89,332 89,332 — —
Debt securities held to maturity ............. 520,519 516,546 — 516,546 —
Deferred compensation investments...... 5,194 5,194 5,194 — —
Loans to members, net...........cc.ocouvee.ee. 25,159,807 24,167,886 — — 24,167,886
Accrued interest receivable................... 127,442 127,442 — 127,442 —
Debt service reserve funds..................... 17,151 17,151 17,151 — —
Derivative asSets .......ooevvevvveeeeeieiineeeeeennns 244,526 244,526 — 244,526 —

Liabilities:
Short-term borrowings...........ccceevennenne. $ 3,795910 $ 3,795,799 $ — $ 3,695,799 $ 100,000
Long-term debt.........cccovvvevvieienieinns 18,714,960 18,909,276 — 11,373,216 7,536,060
Accrued interest payable............ccccvenene 149,284 149,284 — 149,284 —
Guarantee liability..........ccceoereirinienennnn. 10,589 10,454 — — 10,454
Derivative liabilities..........cc..ccoveevveenenn. 275,932 275,932 — 275,932 —
Subordinated deferrable debt................. 742,410 766,088 — 766,088 —
Members’ subordinated certificates ....... 1,379,982 1,380,004 — — 1,380,004
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Transfers Between Levels

We monitor the availability of observable market data to assess the appropriate classification of financial instruments within
the fair value hierarchy and transfer between Level 1, Level 2, and Level 3 accordingly. Observable market data includes but
is not limited to quoted prices and market transactions. Changes in economic conditions or market liquidity generally will
drive changes in availability of observable market data. Changes in availability of observable market data, which also may
result in changes in the valuation technique used, are generally the cause of transfers between levels. We did not have any
transfers between levels for financial instruments measured at fair value on a recurring basis for the six months ended
November 30, 2018 and 2017.

Recurring Fair Value Measurements
The following table presents the carrying value and fair value of financial instruments reported in our condensed

consolidated financial statements at fair value on a recurring basis as of November 30, 2018 and May 31, 2018, and the
classification of the valuation technique within the fair value hierarchy.

November 30, 2018 May 31, 2018
(Dollars in thousands) Level 1 Level 2 Total Level 1 Level 2 Total
Equity Securities .........cceevveeeveiereeenennns $ 86988 $ — $ 86988 $ 89332 $ — $ 89,332
Deferred compensation investments........ 5,001 — 5,001 5,194 — 5,194
Derivative assetS.......ccoeovveeevveeeeneeeennnen. — 319,687 319,687 — 244,526 244,526
Derivative liabilities .............ccoceveevrenennen. — 255,112 255,112 — 275,932 275,932

Nonrecurring Fair Value

We did not have any assets or liabilities reported in our condensed consolidated financial statements at fair value on a
nonrecurring basis during the three and six months ended November 30, 2018 and 2017.

Significant Unobservable Level 3 Inputs
Impaired Loans

We utilize the fair value of estimated cash flows or the collateral underlying the loan to determine the fair value and specific
allowance for impaired loans. The valuation technique used to determine fair value of the impaired loans provided by both
our internal staff and third-party specialists includes market multiples (i.e., comparable companies). The significant
unobservable inputs used in the determination of fair value for individually impaired loans is a multiple of earnings before
interest, taxes, depreciation and amortization based on various factors (i.e., financial condition of the borrower). In
estimating the fair value of the collateral, we may use third-party valuation specialists, internal estimates or a combination of
both. The significant unobservable inputs for estimating the fair value of impaired collateral-dependent loans are reviewed
by our Credit Risk Management group to assess the reasonableness of the assumptions used and the accuracy of the work
performed. In cases where we rely on third-party inputs, we use the final unadjusted third-party valuation analysis as support
for any adjustments to our consolidated financial statements and disclosures.

Because of the limited amount of impaired loans as of November 30, 2018 and May 31, 2018, we do not believe that

potential changes in the significant unobservable inputs used in the determination of the fair value for impaired loans will
have a material impact on the fair value measurement of these assets or our results of operations.
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NOTE 13—BUSINESS SEGMENTS

The following tables display segment results for the three and six months ended November 30, 2018 and 2017, and assets

attributable to each segment as of November 30, 2018 and November 30, 2017.

Three Months Ended November 30, 2018

Consolidated

(Dollars in thousands) CFC Other Elimination Total
Statement of operations:
INtEreSt INCOME.........cooviiieiieeieetee et eee e ens $ 279,033 $ 12,945  $ (10,725) $ 281,253
INLETESt EXPENSE ..eevveenireciiieiieeiie ettt (203,985) (10,906) 10,725 (204,166)
Net interest income ......................cccoeevieieiiieiciieeeeeen, 75,048 2,039 — 77,087
Benefit for 10an L0SSES .......c..oovvvviiiveiieiiiieeeeee e 1,788 — — 1,788
Net interest income after benefit for loan losses .............. 76,836 2,039 — 78,875
Non-interest income:

Fee and other inCome ..........c.cceeeveeveeciieeecieeeeee e, 5,623 490 (1,792) 4,321

Derivative gains (losses):

Derivative cash settlements ..............ccccccoeeveeeenenenen. (11,546) (259) — (11,805)
Derivative forward value gains ...........c.cccceevveevennennen. 74,591 557 — 75,148

Derivative Zains.........c.eccveeeeeirieeieeniee e eeiee e esvee e 63,045 298 — 63,343
Total non-interest income...................ccccceeeeevevnneeeeeennnnn. 68,668 788 (1,792) 67,664
Non-interest expense:

General and administrative €Xpenses ...........ccceeeerveeneens (23,544) (1,919) 1,593 (23,870)

Other non-interest EXPenSe........ccueevveerreeevreerreesveesreeneneas (2,700) 199) 199 (2,700)
Total non-interest expense...............cccccoecvevveerenreevennenne. (26,244) (2,118) 1,792 (26,570)
Income before iNCOME taXes ........c..covvveveevrveeeeeirieereeeneens 119,260 709 — 119,969
INCOME taxX EXPENSE......cceervrreierieerereeerenieereereereereeseeereenns — (243) — (243)
Net iNCOME ..........oceoeiviiiiiiiicieeeeeeeee e $ 119,260 $ 466 $ — 119,726
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Three Months Ended November 30, 2017
Consolidated

(Dollars in thousands) CFC Other Elimination Total
Statement of operations:
INEErESt INCOME. ... .ot $ 263,180 $ 12,257  $ (9,614) $ 265,823
INtErest EXPENSE ...ocvveveeeieiieieieerecie ettt (194,943) (9,841) 9,614 (195,170)
Netinterest income ..................ccccvveeiiiiiiiiiiiiiiieeeeeenns 68,237 2,416 — 70,653
Benefit for 1oan 10SSes .........ccoouvevereecieniieiecieeceeeeen 304 — — 304
Net interest income after benefit for loan losses .............. 68,541 2,416 — 70,957
Non-interest income:

Fee and other inCome ..........c.cceeveeveeciieiecieieee e, 5,490 301 (249) 5,542

Derivative gains (losses):

Derivative cash settlements ..........c..ccoceeeeeerieiennnnnen. (18,990) (645) — (19,635)
Derivative forward value gains ...........cccoceevvvevenenen. 143,452 1,776 — 145,228

Derivative Gains.........coccveeueeeeirieieeieereereeere e e 124,462 1,131 — 125,593

Results of operations of foreclosed assets...................... (10) — — (10)
Total non-interest income.................ccccoooiiiiniiinnnnenne. 129,942 1,432 (249) 131,125
Non-interest expense:

General and administrative €Xpenses ..........ccccceeeevveneens (20,292) (1,622) — (21,914)

Other non-interest EXPEnSe..........ccvvevverreeruereerverversennens (618) (249) 249 (618)
Total non-interest eXpense.................cccoevevveeveereevenenne. (20,910) (1,871) 249 (22,532)
Income before INCOME taXeS ........ooevvvvevveeeieieieecieeeeieeens 177,573 1,977 — 179,550
INCOME taX EXPENSC.....ccvieriiirieriiiriereereere et ere e ere s — (827) — (827)
NEtINCOME .......c.oooviiiiiiiiieeeeeeeeeeeeeeee e $ 177,573 $ 1,150 $ — 3 178,723
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NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(UNAUDITED)
Six Months Ended November 30, 2018
Consolidated

(Dollars in thousands) CFC Other Elimination Total
Statement of income:
INtETESt INCOME......vviiieeiieiiieeeeeeceeeeee e $ 555,276 $ 25,929 $ (21,461) $ 559,744
INtEIESt EXPENSE ..oovviveenrieeieirieeierieetesteere e e e eesereeeeeere e (414,035) (21,823) 21,461 (414,397)
Netinterest income ...................ccccveeiiviiiiiiieiiiieeeeeeean, 141,241 4,106 — 145,347
Benefit for 10an 10SSES .....ocvvviviiiiiieeiiiieeeeeee e 1,897 — — 1,897
Net interest income after benefit for loan losses .............. 143,138 4,106 — 147,244
Non-interest income:

Fee and other iNCOME ........cooovvvveviveeeiiieeeeeee e 10,096 1,054 (3,644) 7,506

Derivative gains (losses):

Derivative cash settlements ..............ccceeeverveveeeneene.. (24,108) (526) — (24,634)
Derivative forward value gains ...........ccoccevvreenennen. 94,262 898 — 95,160

Derivative Gains........ccoecverieeieriieieneeieseeee e 70,154 372 — 70,526
Total non-interest income......................ccccooovvveeeennnennn.. 80,250 1,426 (3,644) 78,032
Non-interest expense:

General and administrative €Xpenses ..........cceeveeeerveeneens (45,969) (4,293) 3,187 (47,075)

Losses on early extinguishment of debt..............c.cc....... (7,100) — — (7,100)

Other non-interest EXPense........ccevueeeerreereereereeseeneennenns (3,094) 457 457 (3,094)
Total non-interest expense.................ccccecveevvreireeecreenneenns (56,163) 4,750) 3,644 (57,269)
Income before INCOME taXes ......oocvvvveeivvceeieeeeeiiieeeeeeeennns 167,225 782 — 168,007
INCOME taX EXPENSE...ueerrieeierrieriereeerereeeresreseeerenseeseenseens — (303) — (303)
NetiNCOME ...........coovviiiiiieiecticeeeeeeeeeee et $ 167,225 $ 479 $ — 3 167,704

November 30, 2018
Consolidated
CFC Other Elimination Total

Assets:
Total loans outstanding............cceceeveveeveerierenieirieesieennenns $ 25,250,000 $ 1,122,718 $ (1,089,765) $ 25,282,953
Deferred loan origination COStS..........cceeeeeuereeseeneeneennenne 11,222 — — 11,222
L0ans to MEMDETS.........coovviuiiiiiiiieiiee e 25,261,222 1,122,718 (1,089,765) 25,294,175

Less: Allowance for loan 10SS€s ..........ccceeeveevieciieennennne. (16,904) — — (16,904)
Loans to MemMDbErS, NEt..........coovvveiieeeieiieieeeeee e 25,244,318 1,122,718 (1,089,765) 25,277,271
OthEr SSETS....ocuviiviieiieeiee ettt ettt e eeaee s 1,542,099 112,923 (102,535) 1,552,487
TOtal ASSELS..........cooeevieviieieceee e $ 26,786,417 $ 1,235,641 $ (1,192,300) $ 26,829,758
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NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(UNAUDITED)
Six Months Ended November 30, 2017
Consolidated

(Dollars in thousands) CFC Other Elimination Total
Statement of income:
INEETEST INCOME. ...ttt $ 526,591 §$ 23,206 $ (18,059) $ 531,738
INtETESt EXPENSE ..ovvveeerieiiieiieiie ettt ete e sve e (387.,448) (18,512) 18,059 (387,901)
Netinterest income ...................ccccveeiiviiiiiiieiiiieeeeeeean, 139,143 4,694 — 143,837
Benefit for 10an 10SSES .......cccveviiiviieeiieieceeee e 602 — — 602
Net interest income after benefit for loan losses .............. 139,745 4,694 — 144,439
Non-interest income:

Fee and other inCoOme ..........ccoevveverieviinieieeeee e 9,378 701 (592) 9,487

Derivative gains (losses):

Derivative cash settlements ...........cccceeveeveeriienieennen. (38,554) (1,303) (39,857)
Derivative forward value gains ...........ccoccevvreenennen. 117,341 1,911 — 119,252

Derivative Gains........ccoecverieeieriieieneeieseeee e 78,787 608 — 79,395

Results of operations of foreclosed assets...................... (34) — — (34)
Total non-interest income................c.cccoeevevieeveneenennne. 88,131 1,309 (592) 88,848
Non-interest expense:

General and administrative €Xpenses ...........cecceveeruenneens (40,030) (3,520) — (43,550)

Other non-interest EXPense........ccevueeeerreereereereeseeneennenns (1,140) (592) 592 (1,140)
Total non-interest expense.................ccccecveevvreireeecreenneenns (41,170) (4,112) 592 (44,690)
Income before iNCOME taAXES ....uvvveeveeeeieeeeeerieeeeeeereeens 186,706 1,891 — 188,597
INCOME taX EXPENSE...ueerrieeierrieriereeerereeeresreseeerenseeseenseens — (859) — (859)
Net INCOME ...........coovviiiiiiiieiecieeeeee e $ 186,706 $ 1,032 §$ — § 187,738

November 30, 2017
Consolidated
CFC Other Elimination Total

Assets:
Total loans outstanding..............cccevevevereeeerierereieeererennenns $ 24,777,423 $ 1,111,438 $ (1,075,319) $ 24,813,542
Deferred loan origination COStS..........cceeeeeuereeseeneeneennenne 11,149 — — 11,149
L0oans to MEMDETS.........c.coueeeeereeieereeieereereereereeve e 24,788,572 1,111,438 (1,075,319) 24,824,691

Less: Allowance for 10an 10SSes ........cccccvevvvreereeecvennennn. (36,774) — — (36,774)
Loans to MemMDbErS, NEt..........coovvveiieeeieiieieeeeee e 24,751,798 1,111,438 (1,075,319) 24,787,917
Other @SSELS...c.vivieiieeieiieieste et ens 1,081,850 107,516 (97,040) 1,092,326
Total aSSets..........ccoevverieiiiieieceee e $ 25,833,648 $ 1,218954 $ (1,172,359) $§ 25,880,243
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Item 3. Quantitative and Qualitative Disclosures About Market Risk

For quantitative and qualitative disclosures about market risk, see “Part [—Item 2. MD&A—Market Risk” and “Note 9—
Derivative Instruments and Hedging Activities.”

Item 4. Controls and Procedures
As of the end of the period covered by this report, senior management, including the Chief Executive Officer and Chief
Financial Officer, evaluated the effectiveness of our disclosure controls and procedures as defined in Rules 13a-15(e) and
15d-15(e) of the Securities Exchange Act of 1934. Based on this evaluation process, the Chief Executive Officer and Chief
Financial Officer concluded that our disclosure controls and procedures are effective. There were no changes in our internal
control over financial reporting that occurred during the three months ended November 30, 2018 that have materially
affected, or are reasonably likely to materially affect, our internal control over financial reporting.

PART II—OTHER INFORMATION
Item 1.  Legal Proceedings
From time to time, CFC is subject to certain legal proceedings and claims in the ordinary course of business, including
litigation with borrowers related to enforcement or collection actions. Management presently believes that the ultimate
outcome of these proceedings, individually and in the aggregate, will not materially harm our financial position, liquidity or
results of operations. CFC establishes reserves for specific legal matters when it determines that the likelihood of an
unfavorable outcome is probable and the loss is reasonably estimable. Accordingly, no reserve has been recorded with
respect to any legal proceedings at this time.
Item 1A. Risk Factors
Refer to “Part [— Item 1A. Risk Factors” in our 2018 Form 10-K for information regarding factors that could affect our
results of operations, financial condition and liquidity. We are not aware of any material changes in the risk factors set forth
under “Part [— Item 1A. Risk Factors” in our 2018 Form 10-K.
Item 2.  Unregistered Sales of Equity Securities and Use of Proceeds
Not applicable.
Item 3.  Defaults Upon Senior Securities
Not applicable.
Item 4. Mine Safety Disclosures
Not applicable.

Item 5.  Other Information

None.
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Item 6. Exhibits

The following exhibits are incorporated by reference or filed as part of this Report.

EXHIBIT INDEX
Exhibit No. Description
10.1%* — Amendment No. 3 dated as of November 28, 2018 to the Amended and Restated Revolving Credit
Agreement dated as of November 19, 2015 maturing on November 28, 2021.
10.2%* — Amendment No. 3 dated as of November 28, 2018 to the Amended and Restated Revolving Credit
Agreement dated as of November 19, 2015 maturing on November 28, 2023.
10.3* — Series N Bond Purchase Agreement between the Registrant, Federal Financing Bank and Rural Utilities
Service dated as of November 15, 2018 for up to $750.000,000.
10.4%* — Series N Future Advance Bond from the Registrant to the Federal Financing Bank dated as of
November 15, 2018 for up to $750,000,000 maturing on July 15, 2043.
10.5% — Fifth Amended, Restated and Consolidated Pledge Agreement dated as of November 15, 2018 between
the Registrant, the Rural Utilities Service and U.S. Bank National Association.
10.6* — Fifth Amended, Restated and Consolidated Bond Guarantee Agreement dated as of November 15, 2018
between the Registrant and the Rural Utilities Service.
31.1%* — Certification of the Chief Executive Officer required by Section 302 of the Sarbanes-Oxley Act of 2002
31.2%* — Certification of the Chief Financial Officer required by Section 302 of the Sarbanes-Oxley Act of 2002
32.17 — Certification of the Chief Executive Officer required by Section 906 of the Sarbanes-Oxley Act of 2002
32.27 — Certification of the Chief Financial Officer required by Section 906 of the Sarbanes-Oxley Act of 2002
101.INS* — XBRL Instance Document
101.SCH* — XBRL Taxonomy Extension Schema Document
101.CAL* — XBRL Taxonomy Calculation Linkbase Document
101.LAB* — XBRL Taxonomy Label Linkbase Document
101.PRE* — XBRL Taxonomy Presentation Linkbase Document
101.DEF* — XBRL Taxonomy Definition Linkbase Document

*Indicates a document being filed with this Report.
FIndicates a document that is furnished with this Report, which shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of
1934, or otherwise subject to the liability of that Section.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed
on its behalf by the undersigned thereunto duly authorized.

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION

Date: January 11, 2019

By:  /s/J. ANDREW DON

J. Andrew Don

Senior Vice President and Chief Financial Officer

By: /s/ ROBERT E. GEIER

Robert E. Geier
Controller (Principal Accounting Officer)
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EXECUTION VERSION
AMENDMENT NO. 3
Dated as of November 28, 2018
to the
AMENDED AND RESTATED REVOLVING CREDIT AGREEMENT
Dated as of November 19, 2015

Among
NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION,
THE BANKS PARTY HERETO,

MIZUHO BANK, LTD.,
as Administrative Agent and Initial Issuing Bank,

JPMORGAN CHASE BANK, N.A.,
as Syndication Agent
and
MUFG BANK, LTD. (F/K/A THE BANK OF TOKYO-MITSUBISHI UFJ, LTD.),
THE BANK OF NOVA SCOTIA
and
ROYAL BANK OF CANADA,

as Co-Documentation Agents



AMENDMENT NO. 3

AMENDMENT NO. 3 dated as of November 28, 2018 (this “Amendment”) to
the Amended and Restated Revolving Credit Agreement dated as of November 19,
2015, as amended by Amendment No. 1 dated as of November 18, 2016 and as further
amended by Amendment No. 2 dated as of November 20, 2017, among NATIONAL
RURAL UTILITIES COOPERATIVE FINANCE CORPORATION, a not-for-profit
cooperative association incorporated under the laws of the District of Columbia, the
BANKS party thereto from time to time, MIZUHO BANK, LTD., as Administrative
Agent and as Initial Issuing Bank, JPMORGAN CHASE BANK, N.A., as Syndication
Agent, and MUFG BANK, LTD. (F/K/A THE BANK OF TOKYO-MITSUBISHI UFJ,
LTD.), THE BANK OF NOVA SCOTIA and ROYAL BANK OF CANADA, as Co-
Documentation Agents (the “Existing Credit Agreement” and, as amended by this
Amendment, the “Amended Credit Agreement”).

WITNESSETH:

WHEREAS, the Borrower has requested that the Banks party to the Existing
Credit Agreement, immediately prior to the effectiveness of this Amendment (each,
an “Existing Bank”), enter into this Amendment pursuant to which (i) the Existing
Banks agree to extend the termination of their Commitments to November 28, 2021
(the “Extended Commitment Termination Date”) and (ii) certain other provisions of
the Existing Credit Agreement will be amended;

WHEREAS, cach financial institution identified on Schedule 1 hereto as an
“Extending Bank” (each, an “Extending Bank”) has agreed, on the terms and
conditions set forth herein, to provide Commitments terminating on the Extended
Commitment Termination Date in the amounts set forth on Schedule 1 hereto opposite
such Extending Bank’s name under the heading “Commitment” (the “Extended
Commitments™);

WHEREAS, on the Third Amendment Effective Date (as defined in
Section 7 below), the existing Commitment of each Extending Bank will be
converted into an Extended Commitment; and

WHEREAS, certain other financial institutions referred to herein as “Non-
Extending Banks” (each, a “Non-Extending Bank”) have informed the Borrower of
their desire to terminate their existing Commitment;

NOW, THEREFORE, in consideration of the foregoing and for other good and
valuable consideration, the receipt and sufficiency of which are hereby acknowledged,
the parties hereto agree as follows:



Section 1. Defined Terms, References. Unless otherwise specifically defined
herein, each term used herein that is defined in the Existing Credit Agreement or in the
Amended Credit Agreement, as the context shall require, has the meaning assigned to
such term in the Existing Credit Agreement or in the Amended Credit Agreement, as
applicable. Each reference to “hereof”, “hereunder”, “herein” and “hereby” and each
other similar reference and each reference to “this Amendment” and each other similar
reference contained in the Existing Credit Agreement shall, on and after the Third
Amendment Effective Date, refer to the Amended Credit Agreement.

Section 2. Amended Terms and Third Amendment Effective Date Transactions.

(a) Each of the parties hereto agrees that, effective on the Third
Amendment Effective Date, the Existing Credit Agreement shall be amended to delete
the stricken text (indicated textually in the same manner as the following example:
strickentext) and to add the double-underlined text (indicated textually in the same
manner as the following example: double-underlined text) as set forth in the amended
pages of the Existing Credit Agreement attached hereto as Exhibit A, and the Banks
party hereto authorize the Administrative Agent and the Borrower to prepare a
conformed copy of the Amended Credit Agreement that includes the changes contained
in, and consistent with, the amended pages attached as Exhibit A.

(b) On the Third Amendment Effective Date, the Commitment of each
Existing Bank that is an Extending Bank will be converted into an Extended
Commitment under the Amended Credit Agreement in the amounts set forth on
Schedule 1 hereto, so that the Commitment of such Extending Bank under the
Amended Credit Agreement shall equal such Extended Bank’s Extended Commitments.

(c) Notwithstanding Section 2.10 of the Existing Credit Agreement, on the
Third Amendment Effective Date, the Commitment of each Non-Extending Bank
shall be terminated and such Non-Extending Bank shall no longer be considered as a
Bank under the Amended Credit Agreement.

Section 3. Representations of Borrower. The Borrower represents and
warrants, as of the date hereof, that:

(a) the Borrower has the corporate power and authority to execute, deliver
and perform its obligations under this Amendment and under the Amended Credit
Agreement, and has taken all necessary corporate action to authorize the execution,
delivery and performance by it of this Amendment and the Amended Credit Agreement.
The Borrower has duly executed and delivered this Amendment, and this Amendment
and the Amended Credit Agreement constitutes its legal, valid and binding obligation
enforceable in accordance with its terms, except as enforceability thereof may be
limited by applicable bankruptcy, insolvency, reorganization, moratorium or other
similar laws affecting the enforcement of creditors’ rights generally and by general
equitable principles (regardless of whether enforcement is sought by proceeding in
equity or at law);

(b) no material authorization, consent, approval or license of, or
declaration, filing or registration with or exemption by, any Governmental Authority,
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body or agency is required in connection with the execution, delivery and performance
by the Borrower of this Amendment. The Banks acknowledge that the Borrower may
file this Amendment with the Securities and Exchange Commission on or after the
Third Amendment Effective Date; and

(c) the execution, delivery and performance by the Borrower of this
Amendment and the Amended Credit Agreement, the borrowings contemplated
hereunder and the use of the proceeds thereof will not (i) contravene any material
provision of any law, statute, rule or regulation or any order, writ, injunction or decree
of any court or Governmental Authority to which the Borrower is subject, (ii) require
any consent under, or violate or result in any breach of any of the material terms,
covenants, conditions or provisions of, or constitute a material default under, or give
rise to any right to accelerate or to require the prepayment, repurchase or redemption of
any obligation under, or result in the creation or imposition of (or the obligation to
create or impose) any Lien upon any of the property or assets of the Borrower pursuant
to the terms of the Amended Credit Agreement or any material indenture, mortgage,
deed of trust, agreement or instrument, in each case to which the Borrower is a party or
by which it or any its property or assets is bound or to which it may be subject, or (iii)
violate any provision of the articles of incorporation or by-laws, as applicable, of the
Borrower.

Section 4. GOVERNING LAW. (a) THIS AMENDMENT SHALL BE
GOVERNED BY AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF
THE STATE OF NEW YORK.

(b) EACH PARTY HERETO HEREBY IRREVOCABLY AND
UNCONDITIONALLY SUBMITS, FOR ITSELF AND ITS PROPERTY, TO THE
EXCLUSIVE JURISDICTION OF THE SUPREME COURT OF THE STATE OF NEW
YORK SITTING IN NEW YORK COUNTY AND OF THE UNITED STATES DISTRICT
COURT OF THE SOUTHERN DISTRICT OF NEW YORK, AND ANY APPELLATE
COURT FROM ANY THEREOF, IN ANY ACTION OR PROCEEDING ARISING OUT OF
OR RELATING TO THIS AMENDMENT, OR FOR RECOGNITION OR ENFORCEMENT
OF ANY JUDGMENT, AND EACH OF THE PARTIES HERETO HEREBY IRREVOCABLY
AND UNCONDITIONALLY AGREES THAT ALL CLAIMS IN RESPECT OF ANY SUCH
ACTION OR PROCEEDING MAY BE HEARD AND DETERMINED IN SUCH NEW
YORK STATE COURT OR, TO THE EXTENT PERMITTED BY LAW, IN SUCH FEDERAL
COURT. EACH OF THE PARTIES HERETO AGREES, TO THE FULLEST EXTENT
PERMITTED BY LAW, THAT A FINAL JUDGMENT IN ANY SUCH ACTION OR
PROCEEDING SHALL BE CONCLUSIVE AND MAY BE ENFORCED IN OTHER
JURISDICTIONS BY SUIT ON THE JUDGMENT OR IN ANY OTHER MANNER
PROVIDED BY LAW. NOTHING IN THIS AMENDMENT SHALL AFFECT ANY RIGHT
THAT ANY PARTY HERETO OR ANY BANK MAY OTHERWISE HAVE TO BRING ANY
ACTION OR PROCEEDING RELATING TO THIS AMENDMENT AGAINST ANY OTHER
PARTY HERETO OR ANY BANK OR THEIR RESPECTIVE PROPERTIES IN THE
COURTS OF ANY JURISDICTION.

(c) EACH PARTY HERETO HEREBY IRREVOCABLY AND
UNCONDITIONALLY WAIVES, TO THE FULLEST EXTENT IT MAY LEGALLY
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AND EFFECTIVELY DO SO, ANY OBJECTION WHICH IT MAY NOW OR
HEREAFTER HAVE TO THE LAYING OF VENUE OF ANY SUIT, ACTION OR
PROCEEDING ARISING OUT OF OR RELATING TO THIS AMENDMENT IN ANY
COURT REFERRED TO IN PARAGRAPH (B) OF THIS SECTION. EACH OF THE
PARTIES HERETO HEREBY IRREVOCABLY WAIVES, TO THE FULLEST EXTENT
PERMITTED BY LAW, THE DEFENSE OF AN INCONVENIENT FORUM TO THE
MAINTENANCE OF SUCH ACTION OR PROCEEDING IN ANY SUCH COURT.

(d) EACH PARTY TO THIS AMENDMENT IRREVOCABLY CONSENTS TO
SERVICE OF PROCESS IN THE MANNER PROVIDED FOR NOTICES IN SECTION 9.01
OF THE AMENDED CREDIT AGREEMENT. NOTHING IN THIS AMENDMENT WILL
AFFECT THE RIGHT OF ANY PARTY TO THIS AMENDMENT TO SERVE PROCESS IN
ANY OTHER MANNER PERMITTED BY LAW.

Section 5. WAIVER OF JURY TRIAL. EACH PARTY HERETO HEREBY
IRREVOCABLY WAIVES ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY
LEGAL PROCEEDING ARISING OUT OF OR RELATING TO THIS
AMENDMENT OR THE TRANSACTIONS CONTEMPLATED HEREBY.

Section 6. Counterparts. This Amendment may be signed in any number of
counterparts, each of which shall be an original, with the same effect as if the
signatures thereto and hereto were upon the same instrument.

Section 7. Effectiveness. This Amendment shall become effective on the date
(the “Third Amendment Effective Date”) on which the Administrative Agent shall
have received the following documents or other items, each dated the Third
Amendment Effective Date unless otherwise indicated:

(a) receipt by the Administrative Agent of counterparts hereof signed by
each of the parties hereto (or, in the case of any party as to which an executed
counterpart shall not have been received, receipt by the Administrative Agent in form
satisfactory to it of telegraphic, telex or other written confirmation from such party of
execution of a counterpart hereof by such party), including receipt of consent from (i)
each Extending Bank, (ii) each Non-Extending Bank and (iii) the Required Banks under
the Existing Credit Agreement;

(b) receipt by the Administrative Agent of an opinion of the General
Counsel of the Borrower, substantially in the form of Exhibit F to the Existing Credit
Agreement, provided that an enforceability opinion under New York law, that is
reasonably acceptable to the Administrative Agent, shall be furnished by the
Borrower’s New York counsel, Norton Rose Fulbright US LLP, subject to customary
assumptions, qualifications and limitations;

(c) receipt by the Administrative Agent of a certificate signed by any one of
the Chief Financial Officer, the Chief Executive Officer, the Treasurer, an Assistant
Secretary-Treasurer, the Controller or the Vice President, Capital Markets Relations of
the Borrower to the effect that the conditions set forth in clauses (c) through (g),
inclusive, of Section 3.03 of the Amended Credit Agreement have been satisfied as of
the Third Amendment Effective Date and, in the case of clauses (c), (d) and (g), setting
forth in reasonable detail the calculations required to establish such compliance;
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(d) receipt by the Administrative Agent of a certificate of an officer of the
Borrower acceptable to the Administrative Agent stating that all consents,
authorizations, notices and filings required or advisable in connection with this
Amendment are in full force and effect, and the Administrative Agent shall have
received evidence thereof reasonably satisfactory to it;

(e) receipt by the Administrative Agent and the Syndication Agent (or their
respective permitted assigns) and by each Bank Party of all fees, including such fees
that are owed to each Non-Extending Bank, required to be paid in the respective
amounts heretofore mutually agreed in writing, and all expenses required to be
reimbursed pursuant to the terms of the Existing Credit Agreement and for which
invoices have been presented, at least one (1) business day prior to the Third
Amendment Effective Date;

() receipt by the Administrative Agent and the Banks of a Beneficial
Ownership Certification on the Third Amendment Effective Date and all
documentation and other information required by regulatory authorities under
applicable “know your customer” and anti-money laundering rules and regulations,
including, without limitation, the USA PATRIOT Act (Title III of Pub. L. 107-56) and
the FinCEN beneficial ownership regulations under the Beneficial Ownership
Regulation; and

(2 receipt by the Administrative Agent of all documents the Administrative
Agent may reasonably request relating to the existence of the Borrower, the corporate
authority for and the validity of this Amendment all in form and substance reasonably
satisfactory to the Administrative Agent.

The Administrative Agent shall promptly notify the Borrower and the Bank
Parties of the Third Amendment Effective Date, and such notice shall be conclusive
and binding on all parties hereto.



IN WITNESS WHEREQF, the parties hereto have caused this Amendment to be duly executed as
of the date first above written.

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE
CORPORATION

By: /s/J. ANDREW DON

Name: J. Andrew Don

Title: Senior Vice President and
Chief Financial Officer

Signature Page to Amendment No. 3 ? 2021 Facility



MIZUHO BANK, LTD., as
Administrative Agent, Initial Issuing
Bank and Extending Bank

By: /s/ Donna Demagistris

Name: Donna Demagistris
Title: Authorized Signatory

Signature Page to Amendment No. 3 ? 2021 Facility



JPMORGAN CHASE BANK, N.A., as
Syndication Agent and Extending Bank

By: /s/ JuanJ. Javellana

Name: /s/ Juan J. Javellana
Title: Executive Director

Signature Page to Amendment No. 3 ? 2021 Facility



SIGNATURE PAGE TO AMENDMENT NO. 3 (THE
“AMENDMENT”) TO THE AMENDED AND
RESTATED REVOLVING CREDIT AGREEMENT
DATED AS OF NOVEMBER 19, 2015, AS
AMENDED BY AMENDMENT NO. 1 TO THE
EXISTING CREDIT AGREEMENT, DATED AS OF
NOVEMBER 18, 2016, AND AS FURTHER
AMENDED BY AMENDMENT NO. 2 TO THE
EXISTING CREDIT AGREEMENT, DATED AS OF
NOVEMBER 20, 2017, AMONG NATIONAL
RURAL UTILITIES COOPERATIVE FINANCE
CORPORATION, AS BORROWER, THE BANKS
PARTY THERETO, MIZUHO BANK, LTD., AS
ADMINISTRATIVE AGENT, JPMORGAN CHASE
BANK, N.A. AS SYNDICATION AGENT AND THE
OTHER AGENTS PARTY THERETO (THE
“EXISTING CREDIT AGREEMENT”).

Check only one of the following:

The undersigned is a Bank with an existing
Commitment and consents to this Amendment with
respect to the full amount set forth on Schedule 1
hereto, which amount will be converted in full to an
Extended Commitment

O  The undersigned Bank with an existing Commitment
consents to this Amendment with respect to its existing
Commitment and also confirms its willingness to
provide additional Commitment under the Amended
Credit Agreement in an aggregate principal amount of

$

O  The undersigned is a “Non-Extending Bank™ and
consents to this Amendment and the termination of its
existing Commitment.

ROYAL BANK OF CANADA

By: /s/ Justin Painter

Name: Justin Painter
Title: Authorized Signatory

Signature Page to Amendment No. 3 ? 2021 Facility



SIGNATURE PAGE TO AMENDMENT NO. 3 (THE
“AMENDMENT”) TO THE AMENDED AND
RESTATED REVOLVING CREDIT AGREEMENT
DATED AS OF NOVEMBER 19, 2015, AS
AMENDED BY AMENDMENT NO. 1 TO THE
EXISTING CREDIT AGREEMENT, DATED AS OF
NOVEMBER 18, 2016, AND AS FURTHER
AMENDED BY AMENDMENT NO. 2 TO THE
EXISTING CREDIT AGREEMENT, DATED AS OF
NOVEMBER 20, 2017, AMONG NATIONAL
RURAL UTILITIES COOPERATIVE FINANCE
CORPORATION, AS BORROWER, THE BANKS
PARTY THERETO, MIZUHO BANK, LTD., AS
ADMINISTRATIVE AGENT, JPMORGAN CHASE
BANK, N.A. AS SYNDICATION AGENT AND THE
OTHER AGENTS PARTY THERETO (THE
“EXISTING CREDIT AGREEMENT?”).

Check only one of the following:

The undersigned is a Bank with an existing
Commitment and consents to this Amendment with
respect to the lull amount set forth on Schedule I
hereto, which amount will be converted in full to an
Extended Commitment

O  The undersigned Bank with an existing Commitment
consents to this Amendment with respect to its existing
Commitment and also confirms its willingness to
provide additional Commitment under the Amended
Credit Agreement in an aggregate principal amount of

$

O  The undersigned is a “Non-Extending Bank™ and
consents to this Amendment and the termination of its
existing Commitment.

The Bank of Nova Scotia

By: /s/ David Dewar

Name: David Dewar
Title: Director

Signature Page to Amendment No. 3 ? 2021 Facility



SIGNATURE PAGE TO AMENDMENT NO. 3 (THE
“AMENDMENT”) TO THE AMENDED AND
RESTATED REVOLVING CREDIT AGREEMENT
DATED AS OF NOVEMBER 19, 2015, AS
AMENDED BY AMENDMENT NO. 1 TO THE
EXISTING CREDIT AGREEMENT, DATED AS OF
NOVEMBER 18, 2016, AND AS FURTHER
AMENDED BY AMENDMENT NO. 2 TO THE
EXISTING CREDIT AGREEMENT, DATED AS OF
NOVEMBER 20, 2017, AMONG NATIONAL
RURAL UTILITIES COOPERATIVE FINANCE
CORPORATION, AS BORROWER, THE BANKS
PARTY THERETO, MIZUHO BANK, LTD., AS
ADMINISTRATIVE AGENT, JPMORGAN CHASE
BANK, N.A. AS SYNDICATION AGENT AND THE
OTHER AGENTS PARTY THERETO (THE
“EXISTING CREDIT AGREEMENT”).

Check only one of the following:

The undersigned is a Bank with an existing
Commitment and consents to this Amendment with
respect to the full amount set forth on Schedule 1
hereto, which amount will be converted in full to an
Extended Commitment.

The undersigned Bank with an existing Commitment
consents to this Amendment with respect to its existing
Commitment and also confirms its willingness to
provide additional Commitment under the Amended
Credit Agreement in an aggregate principal amount of

$

The undersigned is a “Non-Extending Bank™ and
consents to this Amendment and the termination of its
existing Commitment.

MUFG BANK, LTD. (F/K/A THE BANK OF
TOKYO-MITSUBISHI UFJ, LTD.), a member of
MUFG, a global financial group

By: /s/ Cherese Joseph

Name: Cherese Joseph
Title: Vice President
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SIGNATURE PAGE TO AMENDMENT NO. 3 (THE
“AMENDMENT”) TO THE AMENDED AND
RESTATED REVOLVING CREDIT AGREEMENT
DATED AS OF NOVEMBER 19, 2015, AS AMENDED
BY AMENDMENT NO. | TO THE EXISTING CREDIT
AGREEMENT, DATED AS OF NOVEMBER 18, 2016,
AND AS FURTHER AMENDED BY AMENDMENT NO.
2 TO THE EXISTING CREDIT AGREEMENT, DATED
AS OF NOVEMBER 20, 2017, AMONG NATIONAL
RURAL UTILITIES COOPERATIVE FINANCE
CORPORATION, AS BORROWER, THE BANKS PARTY
THERETO, MIZUHO BANK, LTD., AS
ADMINISTRATIVE AGENT, JPMORGAN CHASE
BANK, N.A, AS SYNDICATION AGENT AND THE
OTHER AGENTS PARTY THERETO (THE “EXISTING
CREDIT AGREEMENT”).

Check only one of the following:

The undersigned is a Bank with an existing
Commitment and consents to this Amendment with
respect to the full amount set forth on Schedule 1
hereto, which amount will be converted in full to an
Extended Commitment.

O  The undersigned Bank with an existing Commitment
consents to this Amendment with respect to its existing
Commitment and also confirms its willingness to
provide additional Commitment under the Amended
Credit Agreement in an aggregate principal amount of

$

O  The undersigned is a “Non-Extending Bank™ and
consents to this Amendment and the termination of its
existing Commitment.

PNC Bank, National Association

By: /s/ Kelly Miller
Name: Kelly Miller
Title: Sr. Vice President

Signature Page to Amendment No. 3 ? 2021 Facility



SIGNATURE PAGE TO AMENDMENT NO. 3 (THE
“AMENDMENT”) TO THE AMENDED AND RESTATED
REVOLVING CREDIT AGREEMENT DATED AS OF
NOVEMBER 19, 2015, AS AMENDED BY AMENDMENT
NO. 1 TO THE EXISTING CREDIT AGREEMENT,
DATED AS OF NOVEMBER 18, 2016, AND AS
FURTHER AMENDED BY AMENDMENT NO. 2 TO THE
EXISTING CREDIT AGREEMENT, DATED AS OF
NOVEMBER 20, 2017, AMONG NATIONAL RURAL
UTILITIES COOPERATIVE FINANCE CORPORATION,
AS BORROWER, THE BANKS PARTY THERETO,
MIZUHO BANK, LTD., AS ADMINISTRATIVE AGENT,
JPMORGAN CHASE BANK, N.A. AS SYNDICATION
AGENT AND THE OTHER AGENTS PARTY THERETO
(THE “EXISTING CREDIT AGREEMENT”).

Check only one of the following:

The undersigned is a Bank with an existing
Commitment and consents to this Amendment with
respect to the MI amount set forth on Schedule 1
hereto, which amount will be converted in full to an
Extended Commitment.

O  The undersigned Bank with an existing Commitment
consents to this Amendment with respect to its existing
Commitment and also confirms its willingness to
provide additional Commitment under the Amended
Credit Agreement in an aggregate principal amount of

$

O  The undersigned is a “Non-Extending Bank™ and
consents to this Amendment and the termination of its
existing Commitment.

U.S. BANK NATIONAL ASSOCIATION

By: /s/ Michael E Temnick
Name: Michael E Temnick
Title:  Vice President
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SIGNATURE PAGE TO AMENDMENT NO. 3 (THE
“AMENDMENT”) TO THE AMENDED AND
RESTATED REVOLVING CREDIT AGREEMENT
DATED AS OF NOVEMBER 19, 2015, AS AMENDED
BY AMENDMENT NO. 1 TO THE EXISTING CREDIT
AGREEMENT, DATED AS OF NOVEMBER 18, 2016,
AND AS FURTHER AMENDED BY AMENDMENT NO.
2 TO THE EXISTING CREDIT AGREEMENT, DATED
AS OF NOVEMBER 20, 2017, AMONG NATIONAL
RURAL UTILITIES COOPERATIVE FINANCE
CORPORATION, AS BORROWER, THE BANKS
PARTY THERETO, MIZUHO BANK, LTD., AS
ADMINISTRATIVE AGENT, JPMORGAN CHASE
BANK, N.A. AS SYNDICATION AGENT AND THE
OTHER AGENTS PARTY THERETO (THE “EXISTING
CREDIT AGREEMENT”).

Check only one of the following:

The undersigned is a Bank with an existing
Commitment and consents to this Amendment with
respect to the full amount set forth on Schedule 1
hereto, which amount will be converted in full to an
Extended Commitment.

O  The undersigned Bank with an existing Commitment
consents to this Amendment with respect to its existing
Commitment and also confirms its willingness to
provide additional Commitment under the Amended
Credit Agreement in an aggregate principal amount of

$

O  The undersigned is a “Non-Extending Bank™ and
consents to this Amendment and the termination of its
existing Commitment.

SUNTRUST BANK

By: /s/ Carmen Malizia
Name: Carmen Malizia
Title;:  Director
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SIGNATURE PAGE TO AMENDMENT NO. 3 (THE
“AMENDMENT”) TO THE AMENDED AND RESTATED
REVOLVING CREDIT AGREEMENT DATED AS OF
NOVEMBER 19, 2015, AS AMENDED BY AMENDMENT
NO. 1 TO THE EXISTING CREDIT AGREEMENT,
DATED AS OF NOVEMBER 18, 2016, AND AS
FURTHER AMENDED BY AMENDMENT NO. 2 TO THE
EXISTING CREDIT AGREEMENT, DATED AS OF
NOVEMBER 20, 2017, AMONG NATIONAL RURAL
UTILITIES COOPERATIVE FINANCE CORPORATION,
AS BORROWER, THE BANKS PARTY THERETO,
MIZUHO BANK, LTD., AS ADMINISTRATIVE AGENT,
JPMORGAN CHASE BANK, N.A. AS SYNDICATION
AGENT AND THE OTHER AGENTS PARTY THERETO
(THE “EXISTING CREDIT AGREEMENT”).

Check only one of the following:

The undersigned is a Bank with an existing
Commitment and consents to this Amendment with
respect to the full amount set forth on Schedule 1
hereto, which amount will be converted in full to an
Extended Commitment.

O  The undersigned Bank with an existing Commitment
consents to this Amendment with respect to its existing
Commitment and also confirms its willingness to
provide additional Commitment under the Amended
Credit Agreement in an aggregate principal amount of

$

O  The undersigned is a “Non-Extending Bank™ and
consents to this Amendment and the termination of its
existing Commitment.

REGIONS BANK

By: /s/ Tedrick Tarver
Name: Tedrick Tarver
Title:  Vice President
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SIGNATURE PAGE TO AMENDMENT NO. 3 (THE
“AMENDMENT”) TO THE AMENDED AND RESTATED
REVOLVING CREDIT AGREEMENT DATED AS OF
NOVEMBER 19, 2015, AS AMENDED BY AMENDMENT
NO. 1 TO THE EXISTING CREDIT. AGREEMENT,
DATED AS. OF NOVEMBER 18, 2016, AND AS
FURTHER AMENDED BY. AMENDMENT NO. 2 TO
THE. EXISTING CREDIT AGREEMENT, DATED. AS OF
NOVEMBER 20, 2017, AMONG NATIONAL RURAL
UTILITIES COOPERATIVE FINANCE CORPORATION,
AS BORROWER, THE BANKS PARTY THERETO,
MIZUHO BANK, LTD., 45 ADMINISTRATIVE AGENT,
JPMORGAN CHASE BANK, NA. AS SYNDICATION
AGENT AND THE OTHER AGENTS PARTY THERETO
(THE “EXISTING CREDIT AGREEMENT”).

Check only one of the following:

The undersigned is a Bank with an existing
Commitment and consents to this Amendment with
respect to the full amount set forth on Schedule I
hereto, which amount will be converted in full to an
Extended Commitment.

O  The undersigned Bank with an existing Commitment
consents to this Amendment with respect to its existing
Commitment and also confirms its willingness to
provide additional Commitment under the Amended
Credit Agreement in an aggregate principal amount of

$

O  The undersigned is a “Non-Extending Bank™ and
consents to this Amendment and the termination of its
existing Commitment.

KeyBank, National Association

By: /s/ Benjamin C. Cooper
Name: Benjamin C. Cooper
Title:  Vice President
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SIGNATURE PAGE TO AMENDMENT NO. 3 (THE
“AMENDMENT”) TO THE AMENDED AND RESTATED
REVOLVING CREDIT AGREEMENT DATED AS OF
NOVEMBER 19, 2015, AS AMENDED BY AMENDMENT
NO. 1 TO THE EXISTING CREDIT AGREEMENT,
DATED AS OF NOVEMBER 18, 2016, AND AS
FURTHER AMENDED BY AMENDMENT NO. 2 TO THE
EXISTING CREDIT AGREEMENT, DATED AS OF
NOVEMBER 20, 2017, AMONG NATIONAL RURAL
UTILITIES COOPERATIVE FINANCE CORPORATION,
AS BORROWER, THE BANKS PARTY THERETO,
MIZUHO BANK, LTD., AS ADMINISTRATIVE AGENT,
JPMORGAN CHASE BANK, N.A. AS SYNDICATION
AGENT AND THE OTHER AGENTS PARTY THERETO
(THE “EXISTING CREDIT AGREEMENT”).

Check only one of the following:

The undersigned is a Bank with an existing
Commitment and consents to this Amendment with
respect to the full amount set forth on Schedule 1
hereto, which amount will be converted in full to an
Extended Commitment.

O  The undersigned Bank with an existing Commitment
consents to this Amendment with respect to its existing
Commitment and also confirms its willingness to
provide additional Commitment under the Amended
Credit Agreement in an aggregate principal amount of

$

O  The undersigned is a “Non-Extending Bank™ and
consents to this Amendment and the termination of its
existing Commitment.

APPLE BANK FOR SAVINGS

By: /s/ Jonathan C. Byron
Name: Jonathan C. Byron
Title:  Senior Vice President
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SCHEDULE 1

EXTENDED COMMITMENTS

Extending Banks Commitment
Mizuho Bank Ltd. $175,000,000.00
Royal Bank of Canada $175,000,000.00
The Bank of Nova Scotia $175,000,000.00
MUFG Bank, Ltd. (f’/k/a The Bank of Tokyo-Mitsubishi UFJ, Ltd.) $175,000,000.00
JPMorgan Chase Bank, N.A. $175,000,000.00
PNC Bank, National Association $150,000,000.00
US Bank National Association $125,000,000.00
SunTrust Bank $125,000,000.00
Regions Bank $75,000,000.00
KeyBank National Association $70,000,000.00
Apple Bank for Savings $20,000,000.00
Total $1,440,000,000.00
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NOT A LEGAL DOCUMENT
COMPOSITE COPY REFLECTING
AMENDMENT NO. 23
DATED AS OF NOVEMBER 2628,
20172018

AMENDED AND RESTATED REVOLVING CREDIT AGREEMENT
dated as of
November 19, 2015

among
NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION,

THE BANKS LISTED HEREIN,
MIZUHO BANK, LTD.,
as Administrative Agent and Initial Issuing Bank,
JPMORGAN CHASE BANK, N.A.,
as Syndication Agent,

and
MUFG BANK, LTD.
(F/K/A THE BANK OF TOKYO-MITSUBISHI UFJ, LTD.),
THE BANK OF NOVA SCOTIA,

and
ROYAL BANK OF CANADA

as Co-Documentation Agents

MIZUHO BANK, LTD.,
JPMORGAN CHASE BANK, N.A,,

MUFG BANK, LTD.
(F/K/A THE BANK OF TOKYO-MITSUBISHI UFJ, LTD.),
THE BANK OF NOVA SCOTIA

and
RBC CAPITAL MARKETS
as Co-Lead Arrangers and Joint Bookrunners
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AMENDED AND RESTATED REVOLVING CREDIT AGREEMENT

This AMENDED AND RESTATED REVOLVING CREDIT AGREEMENT dated
as of November 19, 2015, is made by and among NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION, a not-for-profit cooperative
association incorporated under the laws of the District of Columbia, as Borrower,
the BANKS listed on the signature pages hereof, MIZUHO BANK, LTD., as
Administrative Agent and as Initial Issuing Bank for the Letters of Credit issued or
to be issued pursuant to this Agreement, JPMORGAN CHASE BANK, N.A., as
Syndication Agent, and MUFG BANK, LTD. (F/K/A THE BANK OF TOKYO-
MITSUBISHI UFJ, LTD.), THE BANK OF NOVA SCOTIA and ROYAL BANK
OF CANADA, as Co-Documentation Agents.

WHEREAS, the Borrower, the several Banks, the Administrative Agent, the
Syndication Agent and Co-Documentation Agents (as each is defined hereinafter)
entered into a Revolving Credit Agreement dated as of October 21, 2011, as
amended by Amendment No. 1 dated as of March 28, 2013, Amendment No. 2
dated as of October 28, 2013, Amendment No. 3 dated as of October 28, 2014
and Amendment No. 4 dated as of October 9, 2015 (collectively, the “Existing
Credit Agreement”); and

WHEREAS, the Borrower has requested that the Banks, the Administrative Agent,
the Syndication Agent and the Co-Documentation Agents agree, on the terms and
conditions set forth herein, to amend and restate the Existing Credit Agreement.
The Banks, Administrative Agent, Syndication Agent and Co-Documentation
Agents have indicated their willingness to amend and restate the Existing Credit
Agreement on the terms and conditions of this Agreement.

NOW, THEREFORE, in consideration of the foregoing and for other good and
valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, the parties hereto do hereby amend and restate the Existing Credit
Agreement in its entirety and the parties hereto hereby agree as follows:

ARTICLE 1
Definitions

Section 1.01. Definitions. The following terms, as used herein, have the
following meanings:

“1994 Indenture” means the Indenture dated as of February 15, 1994 and
as amended as of September 16, 1994 between the Borrower and U.S. Bank
National Association, as trustee, as amended and supplemented from time to time,
providing for the issuance in series of certain collateral trust bonds of the
Borrower.

“2007 Indenture” means the Indenture dated as of October 25, 2007
between the Borrower and U.S. Bank National Association, as trustee, as amended



and supplemented from time to time, providing for the issuance in series of certain
collateral trust bonds of the Borrower.

“2016 Amendment” means Amendment No. 1 to this Agreement dated as
of November 18, 2016 among the Borrower, the Administrative Agent, the
Syndication Agent and the Banks thereto.

“2017 Amendment” means Amendment No. 2 to this Agreement dated as
of November 20, 2017 among the Borrower, the Administrative Agent, the
Syndication Agent and the Banks thereto.

“2017 Fee Letters” means those certain Fee Letters dated October 13,
2017 among the Borrower, the Administrative Agent and the Syndication Agent.

“2018 Amendment” means Amendment No. 3 to this Agreement
dated as of November 28, 2018 among the Borrower, the Administrative
Agent, the Syndication Agent and the Banks thereto.

“2018 Fee Letters” means those certain Fee Letters dated October 16,
2018 among the Borrower, the Administrative Agent and the Syndication
Agent.

“Absolute Rate Auction” means a solicitation of Money Market Quotes
setting forth Money Market Absolute Rates pursuant to Section 2.03.

“Additional Commitment Bank” has the meaning set forth in Section
2.22(d).

“Adjusted London Interbank Offered Rate” has the meaning set forth in
Section 2.07(b).

“Administrative Agent” means Mizuho Bank, Ltd., in its capacity as
administrative agent for the Banks hereunder, and its successors in such capacity.

“Administrative Questionnaire” means, with respect to each Bank, the
administrative questionnaire in the form submitted to such Bank by the
Administrative Agent and submitted to the Administrative Agent (with a copy to
the Borrower) duly completed by such Bank.

“Aggregate Commitment” means the aggregate amount that is equal to
the sum of the amounts of each of the Commitments.

“Agreement” means this Amended and Restated Revolving Credit
Agreement, as the same may be amended from time to time.

“Amendment Effective Date” means the date this Agreement becomes
effective in accordance with Section 3.01.



“Anti-Corruption Laws” means all laws, rules, and regulations of any
jurisdiction applicable to the Borrower or its Subsidiaries from time to time
concerning or relating to bribery-e#, corruption or money laundering.

“Anniversary Date” has the meaning set forth in Section 2.22(a).

“Applicable Law” means, with respect to any Person, any and all laws,
statutes, regulations, rules, orders, injunctions, decrees, judgments, writs
determinations or awards having the force or effect of binding such Person at law
and issued by any Governmental Authority, applicable to such Person, including all
Environmental Laws.

“Applicable Lending Office” means, with respect to any Bank, (i) in the
case of its Base Rate Loans, its Domestic Lending Office, (ii) in the case of its
Euro-Dollar Loans, its Euro-Dollar Lending Office and (iii) in the case of its
Money Market Loans, its Money Market Lending Office.

“ASC 815” means Accounting Standards Codification No. 815 Derivatives
and Hedging, as amended from time to time (or any successor provision thereto).

“ASC 830” means Accounting Standards Codification No. 830 Foreign
Currency Matters, as amended from time to time (or any successor provision
thereto).

“Assignee” has the meaning set forth in Section 9.06(c).

“Auto-Extension Letter of Credit” has the meaning specified in Section
2.20(a)(ii1).

“Back-Up Letter of Credit” has the meaning set forth in Section 2.01(b).

“Bail-In Action” means the exercise of any Write-Down and Conversion
Powers by the applicable EEA Resolution Authority in respect of any liability of an
EEA Financial Institution.

“Bail-In Legislation” means, with respect to any EEA Member Country
implementing Article 55 of Directive 2014/59/EU of the European Parliament and
of the Council of the European Union, the implementing law for such EEA
Member Country from time to time which is described in the EU Bail-In
Legislation Schedule.

“Bank” means at any time, any Bank that has a Commitment specified on
the Commitment Schedule hereto or any Assignee thereof and any subsequent
Assignee of such Assignee which becomes a Bank pursuant to Section 9.06(c¢).

“Bank Extension Notice Date” has the meaning set forth in Section
2.22(b).



“Bank Parties” mean the Banks and the Issuing Banks.

“Bankruptcy Event” means, with respect to any Person, such Person
becomes the subject of a bankruptcy or insolvency proceeding, or has had a
receiver, conservator, trustee, administrator, custodian, assignee for the benefit of
creditors or similar Person charged with the reorganization or liquidation of its
business appointed for it, or, in the good faith determination of the Administrative
Agent, has taken any action in furtherance of, or indicating its consent to, approval
of, or acquiescence in, any such proceeding or appointment, provided that a
Bankruptcy Event shall not result solely by virtue of any ownership interest, or the
acquisition of any ownership interest, in such Person by a Governmental Authority
or instrumentality thereof, provided, further, that such ownership interest does not
result in or provide such Person with immunity from the jurisdiction of courts
within the United States or from the enforcement of judgments or writs of
attachment on its assets or permit such Person (or such Governmental Authority or
instrumentality) to reject, repudiate, disavow or disaffirm any contracts or
agreements made by such Person.

“Base Rate” means, for any day, a rate per annum equal to the highest of (i)
the Prime Rate for such day, (ii) the Federal Funds Rate for such day plus 0.50%
and (ii1) the Adjusted London Interbank Offered Rate taking into account any
London Interbank Offered Rate floor under the definition of “London Interbank
Offered Rate”, or a comparable or successor rate, which rate is selected by the
Administrative Agent and Borrower as described in the definition of “London
Interbank Offered Rate” in Section 2.07(b), for a one month Interest Period on such
day (or if such day is not a Euro-Dollar Business Day, the immediately preceding
Euro-Dollar Business Day) plus 1.00%.

“Base Rate Loan” means a Committed Loan that bears interest at the Base
Rate pursuant to the applicable Notice of Committed Borrowing or Notice of
Interest Rate Election or the last sentence of Section 2.08(a) or Article 8.

“Base Rate Margin” means a rate per annum determined in accordance
with the Pricing Schedule.

“Beneficial Ownership Certification” means a certification regarding
beneficial ownership required by the Beneficial Ownership Regulation.

“Beneficial Ownership Regulation” means 31 C.F.R. § 1010.230.

“Bonds” means any bonds issued pursuant to any of the Indentures, as the
context may require.

“Borrower” means the National Rural Utilities Cooperative Finance
Corporation, a not-for-profit cooperative association incorporated under the laws
of the District of Columbia, and its successors.
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“Borrowing” has the meaning set forth in Section 1.03.

“Cash Collateral Account” means a deposit account or a non-interest
bearing securities account (as contemplated by Section 2.20(e)) opened, or to be
opened, by the Administrative Agent and in which a Lien has been granted to the
Administrative Agent for the benefit of each Bank and each Issuing Bank pursuant
to documentation in form and substance reasonably satisfactory to the
Administrative Agent and each Issuing Bank (which documents are hereby
consented to by the Banks) to the extent that any Letter of Credit is required to be
Cash Collateralized in accordance with this Agreement.

“Cash Collateralize” means to pledge and deposit with or deliver to the
Administrative Agent, for the benefit of each Issuing Bank and each Bank, as
collateral for the L/C Obligations, cash or deposit account balances, and “Cash
Collateral” shall refer to such cash or deposit account balances.

“Central Banking Authority” means any central bank, reserve bank or
monetary authority that is principally engaged in the regulation of the currency,
money supply or commercial banking system of any given sovereign state or states.

“Change in Law” means (a) the adoption of any law, rule, regulation or
treaty after the Effective Date, (b) any change in any law, rule, regulation or treaty
or in the interpretation or application thereof by any Governmental Authority after
the Effective Date or (¢) compliance by any Bank Party (or, for purposes of Section
8.03(b), by its Applicable Lending Office or by such Bank Party’s holding
company, if any) with any request, guideline or directive (whether or not having the
force of law) of any Governmental Authority made or issued after the Effective
Date; provided however, that notwithstanding anything therein to the contrary, (i)
any requirements imposed under the Dodd-Frank Wall Street Reform and Consumer
Protection Act and all requests, rules, regulations, guidelines or directives
thereunder or enacted, adopted or issued in connection therewith and (ii) any
requests, rules, guidelines or directives concerning capital adequacy promulgated by
the Bank for International Settlements, the Basel Committee on Banking
Regulations and Supervisory Practices (or any successor or similar authority) or the
United States financial regulatory authorities, in each case pursuant to Basel III,
shall be deemed to be a “Change in Law”, regardless of the date adopted, issued,
promulgated or implemented, but only if any such requirements are generally
applicable to (and for which reimbursement is generally being sought by the Banks
in respect of) credit transactions similar to this transaction from borrowers similarly
situated to the Borrower.

“Code” means the Internal Revenue Code of 1986, as amended.

“Co-Documentation Agents” means MUFG Bank, Ltd. (f/k/a The Bank
of Tokyo-Mitsubishi UFJ, Ltd.), The Bank of Nova Scotia and Royal Bank of
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Canada, each in their respective capacity as documentation agent hereunder, and
their respective successors in such capacity.

“Co-Lead Arrangers” means Mizuho Bank, Ltd., JPMorgan Chase Bank,
N.A., MUFG Bank, Ltd. (f/k/a The Bank of Tokyo-Mitsubishi UFJ, Ltd.), The
Bank of Nova Scotia, and RBC Capital Markets, ' each in their capacity as co-lead
arranger and joint bookrunner.

“Commitment” means (i) with respect to any Bank, the amount, if any, set
forth opposite the name of such Bank on the Commitment Schedule and (ii) with
respect to any Bank that is an Assignee pursuant to Section 9.06(c), the amount of
the transferor Bank’s commitment specified on the Commitment Schedule that is
assigned to such Bank, and further, any subsequent assignment made by an
Assignee to another Assignee of such amounts pursuant to Section 9.06(c), in each
case as such amount may from time to time be increased or decreased from time to
time in accordance with the terms and conditions of this Agreement.

“Commitment Schedule” means the commitment schedule attached
hereto under the heading, Commitment Schedule.

“Commitment Termination Date” means November 2028, 20202021 or,
if such day is not a Euro-Dollar Business Day, the immediately preceding Euro-
Dollar Business Day.

“Committed Borrowing” means a Borrowing under Section 2.01(a).

“Committed Loan” means a Revolving Loan; provided that, if any such
loan or loans (or portions thereof) are combined or subdivided pursuant to a
Notice of Interest Rate Election, the term “Committed Loan” shall refer to the
combined principal amount resulting from such combination or to each of the
separate principal amounts resulting from such subdivision, as the case may be.

“Confidential Information” has the meaning set forth in Section 9.12.

“Consolidated Entity” means at any date any Subsidiary, and any other
entity the accounts of which would be combined or consolidated with those of the
Borrower in its combined or consolidated financial statements if such statements
were prepared as of such date.

“Credit Documentation” has the meaning set forth in Section 9.15.

“Credit Exposure” means with respect to any Bank at any time, such
Bank’s Pro Rata Share of each of (i) the aggregate principal amount of the Loans

'RBC Capital Markets is a brand name for the capital markets businesses of Royal Bank of
Canada and its affiliates.



(a) income Taxes imposed on (or measured by) net income and franchise
Taxes by the United States of America, or by the jurisdiction under the laws of
which such Recipient is organized or in which its principal office is located or, in
the case of any Bank Party, in which its applicable lending office is located or are
Other Connection Taxes, (b) any branch profits Taxes imposed by the United States
of America or any similar Taxes imposed by any other jurisdiction in which the
Borrower is located or are Other Connection Taxes, (c) in the case of a Non U.S.
Bank Party (other than an assignee pursuant to a request by the Borrower under
Section 2.18(b)), any U.S. Federal withholding Taxes resulting from any law in
effect on the date such Non U.S. Bank Party becomes a party to this Agreement (or
designates a new lending office) or is attributable to such Non U.S. Bank Party’s
failure to comply with Section 2.16(f), except to the extent that such Non U.S. Bank
Party (or its assignor, if any) was entitled, at the time of designation of a new
lending office (or assignment), to receive additional amounts from the Borrower
with respect to such withholding Taxes pursuant to Section 2.16(a) and (d) any U.S.
Federal withholding Taxes imposed under FATCA.

“Existing Commitment Termination Date” has the meaning set forth in
Section 2.22(d).

“Existing Credit Agreement” has the meaning set forth in first
WHEREAS clause above.

“Existing Letters of Credit” means the letters of credit issued and
outstanding under the Existing Credit Agreement as of the Amendment Effective
Date and set forth in the Existing Letters of Credit Schedule hereto.

“Extended Commitment” means an Extended Commitment as defined in
the 20472018 Amendment.

“Extension Date” has the meaning set forth in Section 2.22(d).

“Facility Fee Rate” means a rate per annum determined in accordance
with the Pricing Schedule.

“Farmer Mac” means the Federal Agricultural Mortgage Corporation, a
corporation organized and existing under the laws of the United States of America
and a federally-chartered instrumentality of the United States of America and an
institution of the Farm Credit System.

“Farmer Mac Master Note Purchase Agreement” means that certain
Master Note Purchase Agreement, dated as of July 31, 2015, among Farmer Mac
Mortgage Securities Corporation, a wholly owned subsidiary of Farmer Mac,
Farmer Mac and the Borrower.

“Farmer Mac Master Note Purchase Agreement Liens” means Liens on
any assets of the Borrower required to be pledged as collateral to support
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Indebtedness of the Borrower having substantially similar terms as to subordination
as those contained in the instruments and documents relating to the foregoing
Indebtedness or that would be junior to any of the foregoing; provided that such
Indebtedness (a) will not mature prior to the Maturity Date and (b) does not require
payments of principal prior to the Commitment Termination Date, except pursuant
to acceleration or at the option of the Borrower.

“Recipient” means, as applicable, (a) the Administrative Agent, (b) any
Bank and (c) the Issuing Bank.

“REDLG Program Liens” means Liens on any asset of the Borrower
required to be pledged as collateral to support obligations of the Borrower with
respect to any government Guarantee provided pursuant to regulations issued under
the Rural Electrification Act of 1936, 7 U.S.C. 901 et. seq., and the Food,
Conservation and Energy Act of 2008, Pub. L. 110-234 Stat. 923 (“REDLG
Obligations”) so long as such Guarantee supports long-term Indebtedness issued
by the Borrower and permitted by Section 5.09.

“REDLG Obligations” has the meaning set forth in the definition of
REDLG Program Liens.

“Regulation U” means Regulation U of the Board of Governors of the
Federal Reserve System, as in effect from time to time.

“Regulation X” means Regulation X of the Board of Governors of the
Federal Reserve System, as in effect from time to time.

“Reportable Event” means an event described in Section 4043(c) of
ERISA or regulations promulgated by the Department of Labor thereunder (with
respect to which the 30 day notice requirement has not been waived by the PBGC).

“Required Banks” means, subject to Section 2.19, at any time Banks
having at least 51% of the sum of (i) the aggregate amount of the unused
Commitments, (i) the aggregate principal outstanding amount of the Loans and
(ii1) the Outstanding Amount of all L/C Obligations (with the aggregate amount of
each Bank’s participation in L/C Obligations deemed “held” by such Bank for
purposes of this definition).

“Responsible Officer” means (i) with respect to the Borrower, the Chief
Financial Officer, the Chief Executive Officer, the-Chief Operating- Officer;-an
Assistant Secretary-Treasurer, the Controller, the Vice President, Capital Markets
Relations or, in each case, an authorized signatory of such Person and (ii) with
respect to any other Person, the president, any vice-president, the chief financial
officer, any assistant-treasurer or, in each case, an authorized signatory of such
Person.
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“Third Amendment Effective Date” means the Third Amendment
Effective Date as defined in the 2018 Amendment.

“TIER” means, for any period, the ratio of (x) Net Income p/us Interest
Expense plus Derivative Cash Settlements to (y) Interest Expense plus Derivative
Cash Settlements, in each case for such period.

“Trade Letter of Credit” means any Existing Letter of Credit issued under
the Existing Credit Agreement or any Letter of Credit issued under this Agreement,
in each case, for the benefit of a supplier of goods or services to effect payment for
such goods or services.

“Type” refers to whether a Loan is a Base Rate Loan, a Euro-Dollar Loan, a
Money Market Absolute Rate Loan or a Money Market LIBOR Loan.

“Unreimbursed Amount” has the meaning specified in Section 2.20(b)(1).

“U.S. GAAP” means the generally accepted accounting principles as
promulgated, from time to time, by the Financial Accounting Standards Board.

“U.S. Person” means a “United States person” within the meaning of
Section 7701(a)(30) of the Code.

“U.S. Tax Certificate” has the meaning assigned to such term in
Section 2.16(f)(ii)(D)(2).

“Withholding Agent” means the Borrower and the Administrative Agent.

“Write-Down and Conversion Powers” means, with respect to any EEA
Resolution Authority, the write-down and conversion powers of such EEA
Resolution Authority from time to time under the Bail-In Legislation for the
applicable EEA Member Country, which write-down and conversion powers are
described in the EU Bail-In Legislation Schedule.

Section 1.02. Accounting Terms and Determinations. Unless otherwise
specified herein, all accounting terms used herein shall be interpreted, all
accounting determinations hereunder shall be made and all financial statements
required to be delivered hereunder shall be prepared in accordance with U.S.
GAAP as in effect from time to time, applied on a basis consistent (except for
changes concurred in by the Borrower’s independent public accountants) with the
most recent audited financial statements of the Borrower and its Consolidated
Entities delivered to the Bank Parties.

Section 1.03. Types of Borrowings. The term “Borrowing” denotes the
aggregation of Loans of one or more Banks to be made to the Borrower pursuant
to Article 2 on a single date and for a single Interest Period. Borrowings are
classified for purposes of this Agreement either by reference to the pricing of
Loans comprising such Borrowing (e.g., a “Euro-Dollar Borrowing” is a
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generally complied with by comparable financial institutions) from any
Governmental Authority with jurisdiction over such Issuing Bank shall
prohibit, or request that the Issuing Bank refrain from the issuance of
Letters of Credit generally or such Letter of Credit in particular or shall
impose upon such Issuing Bank with respect to such Letter of Credit any
restriction, reserve or capital requirement (for which such Issuing Bank is
not otherwise compensated hereunder) not in effect on the SeeendThird
Amendment Effective Date, or shall impose upon such Issuing Bank any
unreimbursed loss, cost or expense which was not applicable on the
SeeendThird Amendment Effective Date and which such Issuing Bank in
good faith reasonably deems material to it; provided, however, that in the
event a Bank Party participating in the Letters of Credit is not affected by
any such restriction, requirement or imposition, and is able to issue such
Letter of Credit and expressly agrees in its sole discretion to issue such
Letter of Credit, such Bank Party, subject to the consent of the
Administrative Agent, such consent not to be unreasonably withheld,
conditioned or delayed, shall issue such Letter of Credit and shall be
deemed the Issuing Bank with regard to such Letter of Credit for all
purposes of this Agreement;

(B) the making of such L/C Credit Extension would violate
any Applicable Laws;

©) except as otherwise agreed by the Administrative Agent
and such Issuing Bank, such Letter of Credit is in an initial face amount
less than $25,000;

(D) such L/C Credit Extension is to be denominated in a
currency other than Dollars;
(E) such L/C Credit Extension contains any provisions for

automatic reinstatement of the stated amount after any L/C Borrowing
thereunder; or

(F) a default of any Bank’s obligations to fund under Section
2.20 exists, or any Bank is then a Defaulting Bank, unless, after giving
effect to Section 2.19(a)(iv)) with respect to such Bank, such Issuing Bank
has entered into satisfactory
arrangements, including the delivery of Cash Collateral satisfactory to the
Issuing Bank (in its sole discretion) with the Borrower or such Bank to
eliminate such Issuing Bank’s risk.

(ii1))  No Issuing Bank shall be under the obligation to amend any Letter of
Credit if (A) such Issuing Bank would have no obligation at such time to issue such
Letter of Credit in its amended form under the terms
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the applicable Issuing Bank of the L/C Obligations (whether or not such maximum
amount is then in effect under such Letter of Credit) (the “Fronting Fee”). The
Fronting Fee shall be computed on a quarterly basis in arrears on the basis of the
actual number of days elapsed in a year of 360 days (including the first day but
excluding the last day), as pro-rated for any partial quarter, as applicable, and shall
be due and payable on each January 1, April 1, July 1 and October 1, commencing
with the first such date to occur after the issuance of such Letter of Credit, on the
Letter of Credit Expiration Date and thereafter on demand. In addition, the
Borrower shall, with respect to all Letters of Credit issued at its request, pay
directly to each Issuing Bank for its own account the customary issuance,
presentation, amendment and other processing fees, and other standard costs and
charges, of such Issuing Bank relating to letters of credit as from time to time in
effect. Such customary fees and standard costs and charges are due and payable on
demand and are nonrefundable.

(e) Amendment Fees. The Borrower agrees to pay to the
Administrative Agent for the account of each Bank on the SeecendThird_
Amendment Effective Date the upfront fees required to be paid on such date, as
set forth in the 26172018 Fee Letters.

Section 2.10. Optional Termination or Reduction of Commitments.

During the Revolving Credit Period, the Borrower may, upon at least three
Domestic Business Days’ notice to the Administrative Agent (which notice the
Administrative Agent will promptly deliver to the Banks), (i) terminate all
Commitments at any time, if no Loans are outstanding at such time or (ii) ratably
reduce from time to time by an aggregate amount of $10,000,000 or any larger
multiple of $1,000,000, the aggregate amount of the Commitments in excess of the
aggregate outstanding principal amount of the Loans.

Section 2.11. Mandatory Termination of Commitments. The
Commitments shall terminate on the Commitment Termination Date.

Section 2.12. Optional Prepayments. (a) Subject in the case of Euro-Dollar
Loans to Section 2.14, the Borrower may (i) on any Domestic Business Day, upon
notice to the Administrative Agent, prepay any Group of Base Rate Loans (or any
Money Market Borrowing bearing interest at the Base Rate pursuant to Section
8.01(a)) or (ii) upon at least three Euro-Dollar Business Days’ notice to the
Administrative Agent, prepay any Group of Euro-Dollar Loans, in each case in
whole at any time, or from time to time in part in amounts aggregating $10,000,000
or any larger multiple of $1,000,000, by paying the principal amount to be prepaid
together with accrued interest thereon to the date of prepayment. Each such optional
prepayment shall be applied to prepay ratably the Loans of the several Banks
included in such Group of Loans (or such Money Market Borrowing).
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Section 2.21. [Reserved]

Section 2.22. Extension of Commitment Termination Date. (a) The
Borrower may, by notice to the Administrative Agent (which shall promptly notify
the Banks) not earlier than 45 days prior to any anniversary of the SeeendThird
Amendment Effective Date (each, an “Anniversary Date’) but no later than 30
days prior to any such Anniversary Date, request that each Bank extend such
Bank’s Commitment Termination Date for an additional one year after the
Commitment Termination Date then in effect for such Bank hereunder (the
“Existing Commitment Termination Date”); provided, however, the Borrower
may request no more than two extensions pursuant to this Section.

(b) In the event it receives a notice from the Administrative
Agent pursuant to Section 2.22(a), each Bank, acting in its sole and
individual discretion, shall, by notice to the Administrative Agent given not
earlier than 30 days prior to the applicable Anniversary Date and not later
than the date (the “Bank Extension Notice Date”) that is 20 days prior to
the applicable Anniversary Date, advise the Administrative Agent whether
or not such Bank agrees to such extension (and each Bank that determines
not to so extend its Existing Commitment Termination Date (a “Non-
Extending Bank”) shall notify the Administrative Agent of such fact
promptly after such determination (but in any event no later than the Bank
Extension Notice Date)), and any Bank that does not so advise the
Administrative Agent on or before the Bank Extension Notice Date shall be
deemed to be a Non-Extending Bank. The election of any Bank to agree to
any such extension shall not obligate any other Bank to so agree.

(c) The Administrative Agent shall notify the Borrower of each Bank’s
determination (or deemed determination) under this Section no later than the date
that is 15 days prior to the applicable Anniversary Date, or, if such date is not a
Business Day, on the next preceding Business Day (the “Specified Date”).

(d) The Borrower shall have the right on or before the fifth Business
Day after the Specified Date (the “Extension Date”) to replace each Non-
Extending Bank (i) with an existing Bank, and/or (ii) by adding as “Banks” under
this Agreement in place thereof, one or more Persons (each Bank in clauses (i) and
(ii), an “Additional Commitment Bank”), each of which Additional Commitment
Banks shall be an Assignee and shall have entered into an agreement in form and
substance satisfactory to the Borrower and the Administrative Agent pursuant to
which such Additional Commitment Bank shall, effective as of the Extension Date,
undertake a Commitment (and, if any such Additional Commitment Bank is already
a Bank, its Commitment shall be in addition to such Bank’s Commitment hereunder
on such date); provided that the aggregate amount of the Commitments for all
Additional Commitment Banks shall be no more than the aggregate amount of the
Commitments of all Non-Extending Banks; provided, further, that the existing
Banks shall have the right to increase their Commitments up to the amount
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(1) automatically terminate on its Existing Commitment Termination Date or (ii) at
the option of the Borrower, with respect to the Commitments of all Non-Extending
Banks that have advised the Borrower of their unwillingness to agree to an
extension in response to a notice delivered pursuant to Section 2.22(a), terminate on
any Anniversary Date occurring prior thereto (in each case without regard to any
extension by any other Bank); it being understood and agreed that such Non-
Extending Bank’s participations in Letters of Credit outstanding on such Existing
Commitment Termination Date or such Anniversary Date, as the case may be, shall
terminate thereon and any and all fees and expenses owed to each Non-Extending
Bank as of that date shall be paid by the Borrower to such Non-Extending Bank.

ARTICLE 3
Conditions

Section 3.01. Effectiveness. (1) The Existing Credit Agreement became
effective on the Effective Date and (ii) this Agreement shall become effective on
the date (the “Amendment Effective Date’’) on which the Administrative Agent
shall have received the following documents or other items, each dated the
Amendment Effective Date unless otherwise indicated:

(a) receipt by the Administrative Agent of counterparts hereof signed
by each of the parties hereto (or, in the case of any party as to which an executed
counterpart shall not have been received, receipt by the Administrative Agent in
form satisfactory to it in facsimile transmission, electronic submission or other
writing from such party of execution of a counterpart hereof by such party);

(b) receipt by the Administrative Agent for the account of each Bank
that has requested a Note of a duly executed Note dated on or before the
Amendment Effective Date complying with the provisions of Section 2.05;

(c) receipt by the Administrative Agent of an opinion of the General
Counsel of the Borrower, substantially in the form of Exhibit F hereto, provided
that an enforceability opinion under New York law, that is reasonably acceptable
to the Administrative Agent, shall be furnished by the Borrower’s New York
counsel, Norton Rose Fulbright US LLP, subject to customary assumptions,
qualifications and limitations;

(d) receipt by the Administrative Agent of a certificate signed by any
one of the Chief Financial Officer, the Chief Executive Officer, the-Chief-
Operating Offieer;-an Assistant Secretary-Treasurer, the Controller or the Vice
President, Capital Markets Relations of the Borrower to the effect that the
conditions set forth in clauses (c) through (g), inclusive, of Section 3.03 have been
satisfied as of the Amendment Effective Date and, in the case of clauses (c), (¢) and
(g), setting forth in reasonable detail the calculations required to establish such
compliance;
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(e) receipt by the Administrative Agent, with a copy for each Bank, of a
certificate of an officer of the Borrower acceptable to the Administrative Agent
stating that all consents, authorizations, notices and filings required or advisable in
connection with this Agreement are in full force and effect, and the Administrative
Agent shall have received evidence thereof reasonably satisfactory to it;

® receipt by the Administrative Agent and the Syndication Agent (or
their respective assigns) and by each Bank Party of all fees required to be paid in
the respective amounts heretofore mutually agreed in writing, and all expenses for
which invoices have been presented, on or before the Amendment Effective Date;

) receipt by the Administrative Agent and the Banks of all
documentation and other information requested by the Administrative Agent or
such Bank and required by regulatory authorities under applicable “know your
customer” and anti-money laundering rules and regulations, including, without
limitation, the USA PATRIOT Act (Title III of Pub. L. 107-56); and

(h) receipt by the Administrative Agent of all documents the Required
Banks may reasonably request relating to the existence of the Borrower, the
corporate authority for and the validity of this Agreement and the Notes, and any
other matters relevant hereto, all in form and substance reasonably satisfactory to
the Administrative Agent.

The Administrative Agent shall promptly notify the Borrower and the
Bank Parties of the Amendment Effective Date, and such notice shall be conclusive
and binding on all parties hereto.

Section 3.02. [Reserved]

Section 3.03. Borrowings and L/C Credit Extensions. The obligation of any
Bank to make a Loan on the occasion of any Borrowing and the obligation of the
Issuing Bank to issue, amend or increase the principal amount thereof or extend
any Letter of Credit (other than an extension pursuant to an Auto-Extension Letter
of Credit in accordance with the original terms thereof) is subject to the satisfaction
of the following conditions, in each case at the time of such Borrowing or L/C
Credit Extensions and immediately thereafter:

(a) The Amendment Effective Date shall have occurred on or prior to
November 19, 2015, the First Amendment Effective Date shall have occurred on
or prior to November 18, 2016-and, the Second Amendment Effective Date shall
have occurred on or prior to November 20, 2017 and the Third Amendment
Effective Date shall have occurred on or prior to November 28, 2018;

(b) receipt by the Administrative Agent of a Notice of Borrowing as
required by Section 2.02 or 2.03, as the case may be;
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(c) the fact that the Borrower is in compliance with Section 7.11 of the
1994 Indenture, as such Indenture is in effect as of the Effective Date and the
Amendment Effective Date;

@ Prior to the Commitment Termination Date, the fact that the sum of
(1) the aggregate outstanding principal amount of the Loans and (ii) the
Outstanding Amount of L/C Obligations will not exceed the Aggregate
Commitments (as such Commitments may be increased or decreased from time to
time in accordance with the terms and conditions of this Agreement);

(e) the fact that no Default shall have occurred and be continuing;

6] the fact that the representations and warranties of the Borrower (in
the case of a Borrowing or L/C Credit Extension, other than the representations set
forth in Section 4.02(c), Section 4.03 and Section 4.14) contained in this
Agreement shall be true in all material respects (other than any such
representations or warranties that, by their terms, refer to a specific date other than
the date of Borrowing or L/C Credit Extension, in which case such representations
and warranties shall be true in all material respects as of such specific date);
provided that, (1) in the case of the representations set forth in Section 4.02(a) and
Section 4.02(b) being made after the Amendment Effective Date shall be deemed
to refer to the most recent balance sheets and statements furnished pursuant to
Section 5.03(b)(ii) and Section 5.03(b)(i), respectively and (ii) in the case of the
representation set forth in Section 4.06 being made after the SeecendThird
Amendment Effective Date, such representation shall be true except to the extent
not reasonably expected to have a material adverse effect on the business, financial
position or results of operations of the Borrower; and

(2 the fact that (i) there shall be no collateral securing Bonds issued
pursuant to any Indenture of a type other than the types of collateral permitted to
secure Bonds issued pursuant to such Indenture as of the date hereof, (ii) the
allowable amount of eligible collateral then pledged under any Indenture shall not
exceed 150% of the aggregate principal amount of Bonds then outstanding under
such Indenture and (iii) no collateral shall secure Bonds other than (A) eligible
collateral under such Indenture, the allowable amount of which is included within
the computation under subsection (ii) above or (B) collateral previously so pledged
which ceases to be such eligible collateral not as a result of any acts or omissions
to act of the Borrower (other than the declaration of an “event of default” as
defined in a mortgage which results in the exercise of any right or remedy
described in such mortgage).

Each Borrowing or L/C Credit Extension hereunder shall be deemed to be a
representation and warranty by the Borrower on the date of such Borrowing or L/C
Credit Extension as to the facts specified in clauses (¢), (d), (e), (f) and (g) of this
Section 3.03.
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not cause such an Event of Default under, or the violation of any covenant
contained in, any Indenture.

Section 4.08. Compliance with ERISA. The Plans (other than Plans
consisting of multiemployer plans (as defined in Section 4001 of ERISA)) are in
substantial compliance with ERISA other than any failure to comply that is not
reasonably likely to have a material adverse effect on the business, results of
operations or financial position of the Borrower, no such Plan is insolvent or in
reorganization other than an insolvency or reorganization that is not reasonably
likely to have a material adverse effect on the business, results of operations or
financial position of the Borrower, and no such Plan has an accumulated or waived
funding deficiency within the meaning of Section 412 of the Internal Revenue Code
other than any accumulated or waived funding deficiency that is not reasonably
likely to have a material adverse effect on the business, results of operations or
financial position of the Borrower. No Plan consisting of a multiemployer plan (as
defined in Section 4001 of ERISA) is in reorganization. Neither the Borrower nor a
Subsidiary of the Borrower nor any member of the ERISA Group has incurred any
material liability (including any material contingent liability) to or on account of a
Plan pursuant to Section 4062, 4063, 4064, 4201 or 4204 of ERISA, no proceedings
have been instituted to terminate any Plan, and no condition exists which presents a
material risk to the Borrower of incurring a material liability to or on account of a
Plan pursuant to any of the foregoing Sections of ERISA.

Section 4.09. Compliance with Other Laws. The Borrower and each
Subsidiary is in compliance with all applicable requirements of law and all
applicable rules and regulations of each Federal, State, municipal or other
governmental department, agency or authority, domestic or foreign, except to the
extent that the failure to comply would not reasonably be expected to have a
material adverse effect on the business, financial position or results of operations
of the Borrower and its Consolidated Entities, taken as a whole.

Section 4.10. Tax Status. The Borrower is exempt from payment of
Federal income tax under Section 501(c)(4) of the Internal Revenue Code.

Section 4.11. Investment Company Act. The Borrower is not an
“investment company” or a company ‘“‘controlled” by an “investment company”,
within the meaning of the Investment Company Act of 1940, as amended.

Section 4.12. Disclosure. Neither this Agreement nor any document,
certificate, including without limitation any Beneficial Ownership
Certification, or financial statement furnished to any Bank by or on behalf of the
Borrower in connection herewith (all such documents, certificates and financial
statements, taken as a whole) contains, as of the date of delivery thereof and taken
as a whole, any untrue statement of a material fact or omits to state any material fact
necessary in order to make the statements contained herein and therein, in the light
of the circumstances under which they were made, not misleading; provided
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Section 4.16. FinCEN Beneficial Ownership Certification. On the Third
Amendment Effective Date, the Borrower delivered to the Administrative
Agent and the Banks a Beneficial Ownership Certification and all
documentation and other information requested by the Administrative Agent
or such Bank and required by regulatory authorities under applicable “know
your customer” and anti-money laundering rules and regulations, including,
without limitation, the USA PATRIOT Act (Title III of Pub. L. 107-56) and the
FinCEN beneficial ownership regulations under the Beneficial Ownership
Regulation.

ARTICLE 5
Covenants

The Borrower agrees that, so long as any Bank Party has any Commitment
hereunder or any amount payable under any Note or any fee payable pursuant to
Section 2.09 or any other amount then due and payable hereunder remains unpaid
or any Letter of Credit remains outstanding:

Section 5.01. Corporate Existence. Except as otherwise permitted by
Section 5.02 hereof, the Borrower, at its own cost and expense, will, and will cause
each Subsidiary to, do or cause to be done all things necessary to preserve and keep
in full force and effect its corporate existence, and its material rights and
franchises; provided, however, that neither the Borrower nor any Subsidiary shall
be required to preserve any right or franchise or, in the case of a Subsidiary, its
corporate existence, if its Board of Directors shall determine that the preservation
thereof is no longer desirable in the conduct of the business of the Borrower or
such Subsidiary (provided that the termination of the corporate existence of a
Subsidiary shall be permitted if the Board of Directors of the Borrower shall
determine that its existence is not desirable in the conduct of the business of the
Borrower) and that the loss thereof is not disadvantageous in any material respect
to the Banks.

Section 5.02. Disposition of Assets, Merger, Character of Business, etc.
The Borrower will not wind up or liquidate its business or sell, lease, transfer or
otherwise dispose of all or substantially all of its assets as an entirety or in a series
of related transactions and will not consolidate with or merge with or into any
other Person other than a merger with a Subsidiary in which the Borrower is the
surviving Person. The Borrower will not engage in any business other than the
business contemplated by its certificate of incorporation and by-laws, each as in
effect on the Amendment Effective Date.

Section 5.03. Financial Information. (a) The Borrower will, and will
cause each Subsidiary other than the Subsidiaries listed on Schedule 5.03(a) to,
keep its books of account in accordance with U.S. GAAP.
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(b) The Borrower will (subject to the last paragraph of this Section
5.03) furnish to the Administrative Agent for distribution to the Banks:

@) as soon as available and in any event within 60 days after the
close of each of the first three quarters of each fiscal year of the Borrower,
as at the end of, and for the period commencing at the end of the previous
fiscal year and ending with, such quarter, unaudited consolidated balance
sheets of the Borrower and its Consolidated Entities and the related
unaudited consolidated statements of operations, changes in equity and cash
flow of the Borrower and its Consolidated Entities for such quarter and for
the portion of the Borrower’s fiscal year ended at the end of such quarter,
setting forth in each case in comparative form the figures for the
corresponding quarter and the corresponding portion of the Borrower’s
previous fiscal year, all in reasonable detail and certified (subject to normal
year-end adjustments) as to fairness of presentation in accordance with U.S.
GAAP in all material respects and consistency (except for changes
concurred in by the Borrower’s independent public accountants) by the
Chief Executive Officer, the Chief Financial Officer, Chief-Operating-
Offieers-an Assistant Secretary-Treasurer or the Controller of the Borrower;

(ii) as soon as practicable and in any event within the earlier of
(1) two Domestic Business Days after filing with the Securities and
Exchange Commission and (ii) 120 days after the close of each fiscal year
of the Borrower, as at the end of and for the fiscal year just closed,
consolidated balance sheets of the Borrower and its Consolidated Entities
and the related consolidated statements of operations, changes in equity
and cash flow for such fiscal year for the Borrower and its Consolidated
Entities, all in reasonable detail and certified (without any qualification as
to the scope of the audit) by KPMG LLP or other independent public
accountants of nationally recognized standing selected by the Borrower,
who shall have audited the books and accounts of the Borrower for such
fiscal year;

(iiiy  with reasonable promptness, copies of all regular and
periodical reports (including Current Reports on Form 8-K) filed with, or
furnished to, the Securities and Exchange Commission;

(iv) promptly after the public announcement of, or promptly after
receiving a written notice of, a change (whether an increase or decrease) in
any rating issued by either S&P or Moody’s, solely to the extent that the
Borrower is then under an existing contract with such agency for the
provision of ratings information pertaining to any securities of, or
guaranteed by, the Borrower or any of its Subsidiaries or affiliates, a notice
setting forth such change; and
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MUFG BANK, LTD. (F/K/A THE BANK
OF TOKYO-MITSUBISHI UFJ, LTD.), as
Co-Documentation Agent and as a Bank

By: /s/ Robert MacFarlane
Name: Robert MacFarlane
Title:  Director

Signature Page to 2019 Facility



AGENT SCHEDULE

Institution Title
Mizuho Bank, Ltd. Administrative Agent
JPMorgan Chase Bank, N.A. Syndication Agent

MUFG Bank, Ltd. (f/k/a The Bank of Tokyo-
Mitsubishi UFJ, Ltd.) )
Co-Documentation Agent

The Bank of Nova Scotia Co-Documentation Agent

Royal Bank of Canada Co-Documentation Agent

Agent Schedule



EXISTING COMMITMENT SCHEDULE

Institution Commitment Prior Loans Outstanding
to the SeeondThird on the SeeendThird
Amendment Amendment
Effective Date Effective Date
Bank
Mizuho Bank Ltd. $187,500,000.00 $0
Royal Bank of Canada $187,500,000.00 $0
The Bank of Nova Scotia $187,500,000.00 $0
MUFG Bank, Ltd. (f/k/a The Bank of Tokyo-Mitsubishi $187,500,000.00
UFJ, Ltd.) $0
JPMorgan Chase Bank, N.A. $180,000,000.00 $0
PNC Bank, National Association $150,000,000.00 $0
US Bank National Association $125,000,000.00 $0
SunTrust Bank $125,000,000.00 $0
Regions Bank $75,000,000.00 $0
KeyBank National Association $70,000,000.00 $0
Industrial and C ial Bank of China Limited. N
Apple Bank for Savings $17,500,000.00 $0
Total $1,532,500,000.00 $0

Existing Commitment Schedule



COMMITMENT SCHEDULE

Commitment Schedule

_Bank Commitment
Mizuho Bank Ltd. $187.500.000.00175,
000,000. 00
Royal Bank of Canada SH7.500.000.00175,
000,000. 00
The Bank of Nova Scotia $187,500,000.00175,
000,000.00
MUFG Bank, Ltd. (f/k/a The Bank of Tokyo- $187.500.000.00175,
Mitsubishi UFJ, Ltd.) 000,000.00
JPMorgan Chase Bank, N.A. SH0.000.000.00175,
000,000.00
PNC Bank, National Association $150,000,000.00
US Bank National Association $125,000,000.00
SunTrust Bank $125,000,000.00
Regions Bank $75,000,000.00
KeyBank National Association $70,000,000.00
Apple Bank for Savings S 500.000.0020,
000,000.00
Total: $14
92.500.000.00-1,440,000.00

Commitment Schedule



EXHIBIT
A

FORM OF NOTE

New York, New York
[DATE]

For value received, National Rural Utilities Cooperative Finance Corporation, a
not-for-profit cooperative association incorporated under the laws of the District of
Columbia (the “Borrower”), promises to pay to the order of [] (the “Bank”), for the
account of its Applicable Lending Office, the principal sum of $[

($ ), or, if less, the aggregate unpaid principal amount

of each Loan and L/C Borrowing made by the Bank to the Borrower pursuant to
the Revolving Credit Agreement referred to below on the Maturity Date with respect to
such Loan or L/C Borrowing. The Borrower promises to pay interest on the unpaid
principal amount of each such Loan and L/C Borrowing on the dates and at the rate or
rates provided for in the Revolving Credit Agreement. All such payments of principal
and interest shall be made in lawful money of the United States in Federal or other
immediately available funds at the office of Mizuho Bank, Ltd., 1251 Avenue of the
Americas, New York, New York 10020, Attn: Cole Darrington, Email:
lau_agent@mizuhocbus.com.

All Loans and L/C Borrowings made by the Bank, the respective types and
maturities thereof and all repayments of the principal thereof shall be recorded by the
Bank and, prior to any transfer hereof, appropriate notations to evidence the foregoing
information with respect to each such Loan then outstanding may be endorsed by the
Bank on the schedule attached hereto, or on a continuation of such schedule attached to
and made a part hereof; provided that the failure of the Bank to make any such
recordation or endorsement shall not affect the obligations of the Borrower hereunder or
under the Revolving Credit Agreement.

This note is one of the Notes referred to in that certain Amended and Restated Revolving
Credit Agreement, dated as of November 19, 2015, among the Borrower, the Banks
listed on the signature pages thereof, Mizuho Bank, Ltd., as Administrative Agent and
Initial Issuing Bank, JPMorgan Chase Bank, N.A., as Syndication Agent, and MUFG
Bank, Ltd. (f/k/a The Bank of Tokyo-Mitsubishi UFJ, Ltd.), The Bank of Nova Scotia
and Royal Bank of Canada as Co-Documentation Agents (as the same may be amended,
supplemented or otherwise modified, from time to time, in each case, pursuant to the
terms and conditions thereof, the “Revolving Credit Agreement”). Terms defined in the
Revolving Credit Agreement are used herein with the same meanings. Reference is made
to the Revolving Credit Agreement for provisions for the prepayment hereof and the
acceleration of the maturity hereof. This Note shall be governed by and construed in
accordance with the laws of the State of New York.

NATIONAL RURAL UTILITIES
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EXHIBIT D

FORM OF MONEY MARKET QUOTE REQUEST

[Date]
To:  Mizuho Bank, Ltd. (the “Administrative Agent”)

From: National Rural Utilities Cooperative Finance Corporation (the
“Borrower”

Re:  Amended and Restated Revolving Credit Agreement, dated as of November 19,
2015, among the Borrower, the Banks listed on the signature pages thereof,
Mizuho Bank, Ltd., as Administrative Agent and Initial Issuing Bank, JPMorgan
Chase Bank, N.A., as Syndication Agent, and MUFG Bank, Ltd. (f/k/a The
Bank of Tokyo-Mitsubishi UFJ, Ltd.), The Bank of Nova Scotia and Royal Bank
of Canada as Co-Documentation Agents (as amended, supplemented, or
otherwise modified from time to time, in each case, pursuant to the terms and
conditions thereof the “Revolving Credit Agreement”)

We hereby give notice pursuant to Section 2.03 of the Revolving Credit
Agreement that we request Money Market Quotes for the following proposed Money
Market Borrowing(s):

Date of Borrowing:

Principal Amount' Interest Period”

Such Money Market Quotes should offer a Money Market [Margin] [Absolute
Rate]. [The applicable base rate is the London Interbank Offered Rate.]

Terms used herein have the meanings assigned to them in the Revolving Credit
Agreement.

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE
CORPORATION

By:

! Amount must be $10,000,000 or a larger multiple of $1,000,000.

2Any number of whole months (but not less than one month) (LIBOR Auction) or not less than
30 days (Absolute Rate Auction), subject to the provisions of the definition of Interest Period.
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EXHIBIT C

FORM OF INVITATION FOR MONEY MARKET QUOTES

[Date]
To: [Name of Bank]

Re:  Invitation for Money Market Quotes to the National Rural Utilities
Cooperative Finance Corporation (the “Borrower”)

Pursuant to Section 2.03 of the Amended and Restated Revolving Credit
Agreement, dated as of November 19, 2015, among the Borrower, the Banks listed on the
signature pages thereof, Mizuho Bank, Ltd., as Administrative Agent and Initial Issuing
Bank, JPMorgan Chase Bank, N.A., as Syndication Agent, and MUFG Bank, Ltd. (f/k/a
The Bank of Tokyo-Mitsubishi UFJ, Ltd.), The Bank of Nova Scotia and Royal Bank of
Canada as Co-Documentation Agents (as amended, supplemented or otherwise modified
from time to time, in each case, pursuant to the terms and conditions thereof, the
“Revolving Credit Agreement”):

Date of Borrowing:

Principal Amount Interest Period

$

Such Money Market Quotes should offer a Money Market [Margin] [Absolute
Rate]. [The applicable base rate is the London Interbank Offered Rate.]

Please respond to this invitation by no later than 9:30 A.M. (New York City
time) on [date].

MIZUHO BANK, LTD.
By:

Name:
Title: Authorized Officer



[provided, that the aggregate principal amount of Money Market Loans for which
the above offers may be accepted shall not exceed $ JEE

We understand and agree that the offer[s] set forth above [is][are] subject to the
satisfaction of the applicable conditions set forth in the Amended and Restated Revolving
Credit Agreement, dated as of November 19, 2015, among the Borrower, the Banks listed
on the signature pages thereof, Mizuho Bank, Ltd., as Administrative Agent and Initial
Issuing Bank, JPMorgan Chase Bank, N.A., as Syndication Agent, and MUFG Bank,
Ltd. (f/k/a The Bank of Tokyo-Mitsubishi UFJ, Ltd.), The Bank of Nova Scotia and
Royal Bank of Canada as Co-Documentation Agents, as amended, supplemented or
otherwise modified from time to time, in each case, pursuant to the terms and conditions
thereof.

Very truly yours, [NAME
OF BANK]

By:

Name:
Title: Authorized Officer

Dated:
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EXHIBIT G

November {428, 26472018

To the Administrative Agent and each of the Banks party
to the Revolving Credit Agreement referred to below

c¢/o Mizuho Bank, Ltd.

1251 Avenue of the Americas

New York, New York 10020

Ladies and Gentlemen:

Reference is hereby made to (i) that certain Amended and Restated Revolving Credit
Agreement dated as of November 19, 2015 (as amended by the Amendments (defined
below), the “Extended Agreement”), by and among the Borrower, the Banks listed on
the signature pages thereof, Mizuho Bank, Ltd., as Administrative Agent and Initial
Issuing Bank, JPMorgan Chase Bank, N.A., as Syndication Agent, and MUFG Bank,
Ltd. (f/k/a The Bank of Tokyo-Mitsubishi UFJ, Ltd.), The Bank of Nova Scotia, and
Royal Bank of Canada, as Co-Documentation Agents, (ii) that certain Amendment No. 1
dated as of November 18, 2016 (“Amendment No. 1”°), by and among the Borrower, the
Banks listed on the signature pages thereof, Mizuho Bank, Ltd., as Administrative Agent
and Initial Issuing Bank, JPMorgan Chase Bank, N.A., as Syndication Agent, and
MUFG Bank, Ltd. (f/k/a The Bank of Tokyo-Mitsubishi UFJ, Ltd.), The Bank of Nova
Scotia, and Royal Bank of Canada, as Co-Documentation Agents and (iii) that certain
Amendment No. 23 dated as of November 2028, 26472018_(“Amendment No. 23" and
together with Amendment No. 1 and Amendment No. 2, the “Amendments”), by and
among the Borrower, the Banks listed on the signature pages thereof, Mizuho Bank, Ltd.,
as Administrative Agent and Initial Issuing Bank, JPMorgan Chase Bank, N.A., as
Syndication Agent, and MUFG Bank, Ltd. (f/k/a The Bank of Tokyo-Mitsubishi UFJ,
Ltd.), The Bank of Nova Scotia, and Royal Bank of Canada, as Co-Documentation
Agents. I, Roberta B. Aronson, General Counsel of the National Rural Utilities
Cooperative Finance Corporation (the “Borrower”), am delivering this opinion at the
request of the Borrower pursuant to Section 7(b) of Amendment No. 23. Terms defined in
the Extended Agreement are used herein as therein defined.

I have examined originals or copies, certified or otherwise identified to my satisfaction,
of such documents, corporate records, certificates of public officials and other
instruments and have conducted such other investigations of fact and law as I have
deemed necessary or advisable for purposes of this opinion. This opinion is limited to the
laws of the District of Columbia.

Upon the basis of the foregoing, I am of the opinion that:
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EXHIBIT G
ASSIGNMENT AND ASSUMPTION AGREEMENT

AGREEMENT dated as of ,20  among [ASSIGNOR] (the
“Assignor”), [ASSIGNEE] (the “Assignee”), NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION (the “Borrower”’) and MIZUHO
BANK, LTD., as Administrative Agent (the “Agent”).

WITNESSETH

WHEREAS, this Assignment and Assumption Agreement (the “Agreement”)
relates to the Amended and Restated Revolving Credit Agreement, dated as of November
19, 2015 (as amended, supplemented or otherwise modified from time to time, in each
case pursuant to the terms and conditions thereof, (the “Credit Agreement”), among the
Borrower, the Banks listed on the signature pages thereof, Mizuho Bank, Ltd., as
Administrative Agent and Initial Issuing Bank (the “Agent”), and JPMorgan Chase Bank,
N.A., as Syndication Agent, and MUFG Bank, Ltd. (f/k/a The Bank of Tokyo-Mitsubishi
UF]J, Ltd.), The Bank of Nova Scotia and Royal Bank of Canada, as Co-Documentation
Agents.

WHEREAS, as provided under the Credit Agreement, the Assignor has a
Commitment to make Loans and/or make or participate in L/C Obligations to the
Borrower in an aggregate principal amount at any time outstanding not to exceed

$ ;

WHEREAS, Committed Loans and L/C Obligations made to the Borrower by the
Assignor under the Credit Agreement in the aggregate principal amount of
$ are outstanding at the date hereof; and

WHEREAS, the Assignor proposes to assign to the Assignee all of the rights
of the Assignor under the Credit Agreement in respect of a portion of its
Commitment thereunder in an amount equal to §  (the “Assigned Amount”), together
with a corresponding portion of its outstanding Committed Loans and/or L/C
Obligations, and the Assignee proposes to accept assignment of such rights and assume
the corresponding obligations from the Assignor on such terms;

NOW, THEREFORE, in consideration of the foregoing and the mutual
agreements contained herein, the parties hereto agree as follows:

SECTION 1. Definitions. All capitalized terms not otherwise defined herein
shall have the respective meanings set forth in the Credit Agreement.

SECTION 2. Assignment. The Assignor hereby assigns and sells to the Assignee
all of the rights of the Assignor under the Credit Agreement to the extent of the Assigned
Amount, and the Assignee hereby accepts such assignment from
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EXHIBIT H-1

[FORM OF]

U.S. TAX CERTIFICATE

(For Non-U.S. Bank Parties That Are Not Partnerships For U.S. Federal
Income Tax Purposes)

Reference is hereby made to the Amended and Restated Revolving Credit
Agreement dated as of November 19, 2015 (as amended, supplemented or otherwise
modified from time to time, the “Credit Agreement’), among the Borrower, the Banks
listed on the signature pages thereof, Mizuho Bank, Ltd., as Administrative Agent and
Initial Issuing Bank, JPMorgan Chase Bank, N.A., as Syndication Agent, and MUFG
Bank, Ltd. (f/k/a The Bank of Tokyo-Mitsubishi UFJ, Ltd.), The Bank of Nova Scotia
and Royal Bank of Canada, as Co-Documentation Agents.

Pursuant to the provisions of Section 2.16 of the Credit Agreement, the
undersigned hereby certifies that (i) it is the sole record and beneficial owner of the
Loan(s) (as well as any Note(s) evidencing such Loan(s)) in respect of which it is
providing this certificate, (ii) it is not a bank within the meaning of
Section 881(c)(3)(A) of the Code, (iii) it is not a member of Borrower, it does not
exercise voting power over Borrower and is not a ten percent shareholder of the
Borrower within the meaning of Section 871(h)(3)(B) of the Code, (iv) it is not a
controlled foreign corporation related to the Borrower as described in
Section 881(c)(3)(C) of the Code and (v) the interest payments in question are not
effectively connected with the undersigned’s conduct of a U.S. trade or business.

The undersigned has furnished the Administrative Agent and the Borrower with
a certificate of its non-U.S. person status on IRS Form W-8BEN. By executing this
certificate, the undersigned agrees that (1) if the information provided on this certificate
changes, the undersigned shall promptly so inform the Borrower and the Administrative
Agent and (2) the undersigned shall have at all times furnished the Borrower and the
Administrative Agent with a properly completed and currently effective certificate in
either the calendar year in which each payment is to be made to the undersigned, or in
either of the two calendar years preceding such payments.

Unless otherwise defined herein, terms defined in the Credit Agreement and used
herein shall have the meanings given to them in the Credit Agreement.

[NAME OF BANK PARTY]

By:

Name:
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EXHIBIT H-2
[FORM OF]

U.S. TAX CERTIFICATE
(For Non-U.S. Bank Parties That Are Partnerships For U.S. Federal Income
Tax Purposes)

Reference is hereby made to the Amended and Restated Revolving Credit
Agreement dated as of November 19, 2015 (as amended, supplemented or otherwise
modified from time to time, the “Credit Agreement’), among the Borrower, the Banks
listed on the signature pages thereof, Mizuho Bank, Ltd., as Administrative Agent and
Initial Issuing Bank, JPMorgan Chase Bank, N.A., as Syndication Agent, and MUFG
Bank, Ltd. (f/k/a The Bank of Tokyo-Mitsubishi UFJ, Ltd.), The Bank of Nova Scotia
and Royal Bank of Canada, as Co-Documentation Agents.

Pursuant to the provisions of Section 2.16 of the Credit Agreement, the
undersigned hereby certifies that (i) it is the sole record owner of the Loan(s) (as well as
any Note(s) evidencing such Loan(s)) in respect of which it is providing this certificate,
(11) its direct or indirect partners/members are the sole beneficial owners of such Loan(s)
(as well as any Note(s) evidencing such Loan(s)), (ii1) with respect to the extension of
credit pursuant to this Credit Agreement, neither the undersigned nor any of its direct or
indirect partners/members is a bank extending credit pursuant to a loan agreement
entered into in the ordinary course of its trade or business within the meaning of Section
881(c)(3)(A) of the Code, (iv) none of its direct or indirect partners/members is a
member of Borrower, exercise voting power over Borrower or otherwise is a ten percent
shareholder of the Borrower within the meaning of Section 871(h)(3)(B) of the Code,
(v) none of its partners/members is a controlled foreign corporation related to the
Borrower as described in Section 881(c)(3)(C) of the Code, and (vi) the interest
payments in question are not effectively connected with the undersigned’s or its
partners/members’ conduct of a U.S. trade or business.

The undersigned has furnished the Administrative Agent and the Borrower with
IRS Form W-8IMY accompanied by an IRS Form W-8BEN from each of its partners/
members claiming the portfolio interest exemption. By executing this certificate, the
undersigned agrees that (1) if the information provided on this certificate changes, the
undersigned shall promptly so inform the Borrower and the Administrative Agent and
(2) the undersigned shall have at all times furnished the Borrower and the
Administrative Agent with a properly completed and currently effective certificate in
either the calendar year in which each payment is to be made to the undersigned, or in
either of the two calendar years preceding such payments.
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EXHIBIT H-3
[FORM OF]
U.S. TAX CERTIFICATE

(For Non-U.S. Participants That Are Not Partnerships For U.S. Federal
Income Tax Purposes)

Reference is hereby made to the Amended and Restated Revolving Credit
Agreement dated as of November 19, 2015 (as amended, supplemented or otherwise
modified from time to time, the “Credit Agreement”), among the Borrower, the Banks
listed on the signature pages thereof, Mizuho Bank, Ltd., as Administrative Agent and
Initial Issuing Bank, JPMorgan Chase Bank, N.A., as Syndication Agent, and MUFG
Bank, Ltd. (f/k/a The Bank of Tokyo-Mitsubishi UFJ, Ltd.), The Bank of Nova Scotia
and Royal Bank of Canada, as Co-Documentation Agents.

Pursuant to the provisions of Section 2.16 of the Credit Agreement, the
undersigned hereby certifies that (i) it is the sole record and beneficial owner of the
participation in respect of which it is providing this certificate, (ii) it is not a bank
within the meaning of Section 881(¢c)(3)(A) of the Code, (iii) it is not a ten percent
shareholder of the Borrower within the meaning of Section 871(h)(3)(B) of the Code,
(iv) it is not a controlled foreign corporation related to the Borrower as described in
Section 881(c)(3)(C) of the Code, and (v) the interest payments in question are not
effectively connected with the undersigned’s conduct of a U.S. trade or business.

The undersigned has furnished its participating Bank with a certificate of its
non-U.S. person status on IRS Form W-8BEN. By executing this certificate, the
undersigned agrees that (1) if the information provided on this certificate changes, the
undersigned shall promptly so inform such Bank in writing and (2) the undersigned
shall have at all times furnished such Bank with a properly completed and currently
effective certificate in either the calendar year in which each payment is to be made to
the undersigned, or in either of the two calendar years preceding such payments.

Unless otherwise defined herein, terms defined in the Credit Agreement and
used herein shall have the meanings given to them in the Credit Agreement.

[NAME OF PARTICIPANT]

By:

Name:
Title:

Date: , 20[ ]
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EXHIBIT H-4

[FORM OF]
U.S. TAX CERTIFICATE

(For Non-U.S. Participants That Are Partnerships For U.S. Federal Income
Tax Purposes)

Reference is hereby made to the Amended and Restated Revolving Credit
Agreement dated as of November 19, 2015 (as amended, supplemented or otherwise
modified from time to time, the “Credit Agreement’), among the Borrower, the Banks
listed on the signature pages thereof, Mizuho Bank, Ltd., as Administrative Agent and
Initial Issuing Bank, JPMorgan Chase Bank, N.A., as Syndication Agent, and MUFG
Bank, Ltd. (f/k/a The Bank of Tokyo-Mitsubishi UFJ, Ltd.), The Bank of Nova Scotia
and Royal Bank of Canada, as Co-Documentation Agents.

Pursuant to the provisions of Section 2.16 of the Credit Agreement, the
undersigned hereby certifies that (i) it is the sole record owner of the participation in
respect of which it is providing this certificate, (ii) its partners/members are the sole
beneficial owners of such participation, (iii) with respect such participation, neither the
undersigned nor any of its partners/members is a bank extending credit pursuant to a
loan agreement entered into in the ordinary course of its trade or business within the
meaning of Section 881(c)(3)(A) of the Code, (iv) none of its partners/members is a
ten percent shareholder of the Borrower within the meaning of Section 871(h)(3)(B) of
the Code, (v) none of its partners/members is a controlled foreign corporation related
to the Borrower as described in Section 881(c)(3)(C) of the Code, and (vi) the interest
payments in question are not effectively connected with the undersigned’s or its
partners/members’ conduct of a U.S. trade or business.

The undersigned has furnished its participating Bank with IRS

Form W-8IMY accompanied by an IRS Form W-8BEN from each of its
partners/members claiming the portfolio interest exemption. By executing this
certificate, the undersigned agrees that (1) if the information provided on this
certificate changes, the undersigned shall promptly so inform such Bank and

(2) the undersigned shall have at all times furnished such Bank with a properly
completed and currently effective certificate in either the calendar year in which each
payment is to be made to the undersigned, or in either of the two calendar years
preceding such payments.

Unless otherwise defined herein, terms defined in the Credit Agreement and used
herein shall have the meanings given to them in the Credit Agreement.

[NAME OF PARTICIPANT]

H-4-1



EXECUTION VERSION

AMENDMENT NO. 3
Dated as of November 28, 2018
to the
AMENDED AND RESTATED REVOLVING CREDIT AGREEMENT
Dated as of November 19, 2015
Among

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION,

THE BANKS PARTY HERETO,

JPMORGAN CHASE BANK, N.A.,
as Administrative Agent and Initial Issuing Bank,

MIZUHO BANK, LTD.
as Syndication Agent

and

MUFG BANK, LTD. (F/K/A THE BANK OF TOKYO-MITSUBISHI UF]J,
LTD.),
THE BANK OF NOVA SCOTIA
and
ROYAL BANK OF CANADA,
as Co-Documentation Agents



AMENDMENT NO. 3

AMENDMENT NO. 3 dated as of November 28, 2018 (this “Amendment”)
to the Amended and Restated Revolving Credit Agreement dated as of November 19,
2015, as amended by Amendment No. 1 dated as of November 18, 2016 and as
further amended by Amendment No. 2 dated as of November 20, 2017, among
NATIONAL RURAL UTILITIES COOPERATIVE FINANCE CORPORATION, a
not-for-profit cooperative association incorporated under the laws of the District of
Columbia, the BANKS party thereto from time to time, JPMORGAN CHASE
BANK, N.A., as Administrative Agent and as Initial Issuing Bank, MIZUHO BANK
(USA), as Syndication Agent, and MUFG BANK, LTD. (F/K/A THE BANK OF
TOKYO-MITSUBISHI UFJ, LTD.), THE BANK OF NOVA SCOTIA and ROYAL
BANK OF CANADA, as Co-Documentation Agents (the “Existing Credit
Agreement” and, as amended by this Amendment, the “Amended Credit

Agreement”).

WITNESSETH:

WHEREAS, the Borrower has requested that the Banks party to the Existing
Credit Agreement, immediately prior to the effectiveness of this Amendment (each,
an “Existing Bank”) enter into this Amendment pursuant to which (i) the Existing
Banks agree to extend the termination of their Commitments to November 28, 2023
(the “Extended Commitment Termination Date’) and (ii) certain other provisions of
the Existing Credit Agreement will be amended;

WHEREAS, each financial institution identified on Schedule 1 hereto as an
“Extending Bank” (each, an “Extending Bank™) has agreed, on the terms and
conditions set forth herein, to provide Commitments terminating on the Extended
Commitment Termination Date in the amounts set forth on Schedule 1 hereto
opposite such Extending Bank’s name under the heading “Commitment” (the
“Extended Commitments”);

WHEREAS, on the Third Amendment Effective Date (as defined in Section 7
below), the existing Commitment of each Extending Bank will be converted into an
Extended Commitment;

WHEREAS, certain other financial institutions referred to herein as “Non-
Extending Banks” (each, a “Non-Extending Bank™) have informed the Borrower of
their desire to terminate their existing Commitment; and

NOW, THEREFORE, in consideration of the foregoing and for other good
and valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, the parties hereto agree as follows:



Section 1. Defined Terms; References. Unless otherwise specifically defined herein,
each term used herein that is defined in the Existing Credit Agreement or in the Amended Credit
Agreement, as the context shall require, has the meaning assigned to such term in the Existing Credit
Agreement or in the Amended Credit Agreement, as applicable. Each reference to “hereof”,
“hereunder”, “herein” and “hereby”” and each other similar reference and each reference to “this
Amendment” and each other similar reference contained in the Existing Credit Agreement shall, on
and after the Third Amendment Effective Date, refer to the Amended Credit Agreement.

Section 2. Amended Terms and Third Amendment Effective Date Transactions.

(a) Each of the parties hereto agrees that, effective on the Third Amendment Effective
Date, the Existing Credit Agreement shall be amended to delete the stricken text (indicated textually
in the same manner as the following example: strieken-text) and to add the double-underlined text
(indicated textually in the same manner as the following example: double-underlined text) as set
forth in the amended pages of the Existing Credit Agreement attached hereto as Exhibit A, and the
Banks party hereto authorize the Administrative Agent and the Borrower to prepare a conformed
copy of the Amended Credit Agreement that includes the changes contained in, and consistent with,
the amended pages attached as Exhibit A.

(b) On the Third Amendment Effective Date, the Commitment of each Existing Bank that
is an Extending Bank will be converted into an Extended Commitment under the Amended Credit
Agreement in the amounts set forth on Schedule 1 hereto, so that the aggregate Commitment of such
Extending Bank under the Amended Credit Agreement shall equal such Extended Bank’s Extended
Commitments.

(c) Notwithstanding Section 2.10 of the Existing Credit Agreement, on the Third
Amendment Effective Date, the Commitment of each Non-Extending Bank shall be terminated and
such Non-Extending Bank shall no longer be considered as a Bank under the Amended Credit
Agreement.

Section 3. Representations of Borrower. The Borrower represents and warrants, as of
the date hereof, that:

(a) the Borrower has the corporate power and authority to execute, deliver and perform
its obligations under this Amendment and under the Amended Credit Agreement, and has taken all
necessary corporate action to authorize the execution, delivery and performance by it of this
Amendment and the Amended Credit Agreement. The Borrower has duly executed and delivered this
Amendment, and this Amendment and the Amended Credit Agreement constitutes its legal, valid and
binding obligation enforceable in accordance with its terms, except as enforceability thereof may be
limited by applicable bankruptcy, insolvency, reorganization, moratorium or other similar laws
affecting the enforcement of creditors’ rights generally and by general equitable principles
(regardless of whether enforcement is sought by proceeding in equity or at law);

(b) no material authorization, consent, approval or license of, or declaration, filing or
registration with or exemption by, any Governmental Authority, body or agency is required in



connection with the execution, delivery and performance by the Borrower of this Amendment. The
Banks acknowledge that the Borrower may file this Amendment with the Securities and Exchange
Commission on or after the Third Amendment Effective Date; and

(c) the execution, delivery and performance by the Borrower of this Amendment and the
Amended Credit Agreement, the borrowings contemplated hereunder and the use of the proceeds
thereof will not (i) contravene any material provision of any law, statute, rule or regulation or any
order, writ, injunction or decree of any court or Governmental Authority to which the Borrower is
subject, (ii) require any consent under, or violate or result in any breach of any of the material terms,
covenants, conditions or provisions of, or constitute a material default under, or give rise to any right
to accelerate or to require the prepayment, repurchase or redemption of any obligation under, or
result in the creation or imposition of (or the obligation to create or impose) any Lien upon any of the
property or assets of the Borrower pursuant to the terms of the Amended Credit Agreement or any
material indenture, mortgage, deed of trust, agreement or instrument, in each case to which the
Borrower is a party or by which it or any its property or assets is bound or to which it may be subject,
or (iii) violate any provision of the articles of incorporation or by-laws, as applicable, of the
Borrower.

Section 4. GOVERNING LAW. (a) THIS AMENDMENT SHALL BE GOVERNED BY
AND CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK.

(b) EACH PARTY HERETO HEREBY IRREVOCABLY AND UNCONDITIONALLY
SUBMITS, FOR ITSELF AND ITS PROPERTY, TO THE EXCLUSIVE JURISDICTION OF THE
SUPREME COURT OF THE STATE OF NEW YORK SITTING IN NEW YORK COUNTY AND
OF THE UNITED STATES DISTRICT COURT OF THE SOUTHERN DISTRICT OF NEW
YORK, AND ANY APPELLATE COURT FROM ANY THEREOF, IN ANY ACTION OR
PROCEEDING ARISING OUT OF OR RELATING TO THIS AMENDMENT, OR FOR
RECOGNITION OR ENFORCEMENT OF ANY JUDGMENT, AND EACH OF THE PARTIES
HERETO HEREBY IRREVOCABLY AND UNCONDITIONALLY AGREES THAT ALL CLAIMS
IN RESPECT OF ANY SUCH ACTION OR PROCEEDING MAY BE HEARD AND
DETERMINED IN SUCH NEW YORK STATE COURT OR, TO THE EXTENT PERMITTED BY
LAW, IN SUCH FEDERAL COURT. EACH OF THE PARTIES HERETO AGREES, TO THE
FULLEST EXTENT PERMITTED BY LAW, THAT A FINAL JUDGMENT IN ANY SUCH
ACTION OR PROCEEDING SHALL BE CONCLUSIVE AND MAY BE ENFORCED IN OTHER
JURISDICTIONS BY SUIT ON THE JUDGMENT OR IN ANY OTHER MANNER PROVIDED
BY LAW. NOTHING IN THIS AMENDMENT SHALL AFFECT ANY RIGHT THAT ANY PARTY
HERETO OR ANY BANK MAY OTHERWISE HAVE TO BRING ANY ACTION OR
PROCEEDING RELATING TO THIS AMENDMENT AGAINST ANY OTHER PARTY HERETO
OR ANY BANK OR THEIR RESPECTIVE PROPERTIES IN THE COURTS OF ANY
JURISDICTION.

(c) EACH PARTY HERETO HEREBY IRREVOCABLY AND UNCONDITIONALLY
WAIVES, TO THE FULLEST EXTENT IT MAY LEGALLY AND EFFECTIVELY DO SO, ANY
OBJECTION WHICH IT MAY NOW OR HEREAFTER HAVE TO THE LAYING OF VENUE
OF ANY SUIT, ACTION OR PROCEEDING ARISING OUT



OF OR RELATING TO THIS AMENDMENT IN ANY COURT REFERRED TO IN PARAGRAPH
(B) OF THIS SECTION. EACH OF THE PARTIES HERETO HEREBY IRREVOCABLY
WAIVES, TO THE FULLEST EXTENT PERMITTED BY LAW, THE DEFENSE OF AN
INCONVENIENT FORUM TO THE MAINTENANCE OF SUCH ACTION OR PROCEEDING IN
ANY SUCH COURT.

(d) EACH PARTY TO THIS AMENDMENT IRREVOCABLY CONSENTS TO
SERVICE OF PROCESS IN THE MANNER PROVIDED FOR NOTICES IN SECTION 9.01 OF
THE AMENDED CREDIT AGREEMENT. NOTHING IN THIS AMENDMENT WILL AFFECT
THE RIGHT OF ANY PARTY TO THIS AMENDMENT TO SERVE PROCESS IN ANY OTHER
MANNER PERMITTED BY LAW.

Section 5. WAIVER OF JURY TRIAL. EACH PARTY HERETO HEREBY
IRREVOCABLY WAIVES ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL
PROCEEDING ARISING OUT OF OR RELATING TO THIS AMENDMENT OR THE
TRANSACTIONS CONTEMPLATED HEREBY.

Section 6. Counterparts. This Amendment may be signed in any number of
counterparts, each of which shall be an original, with the same effect as if the signatures thereto and
hereto were upon the same instrument.

Section 7. Effectiveness. This Amendment shall become effective on the date (the
“Third Amendment Effective Date”) on which the Administrative Agent shall have received the
following documents or other items, each dated the Third Amendment Effective Date unless
otherwise indicated:

(a) receipt by the Administrative Agent of counterparts hereof signed by each of the
parties hereto (or, in the case of any party as to which an executed counterpart shall not have been
received, receipt by the Administrative Agent in form satisfactory to it of telegraphic, telex or other
written confirmation from such party of execution of a counterpart hereof by such party), including
receipt of consent from (i) each Extending Bank, (ii) each Non-Extending Bank and (iii) the
Required Banks under the Existing Credit Agreement;

(b) receipt by the Administrative Agent of an opinion of the General Counsel of the
Borrower, substantially in the form of Exhibit F to the Existing Credit Agreement, provided that an
enforceability opinion under New York law, that is reasonably acceptable to the Administrative
Agent, shall be furnished by the Borrower’s New York counsel, Norton Rose Fulbright US LLP,
subject to customary assumptions, qualifications and limitations;

(©) receipt by the Administrative Agent of a certificate signed by any one of the Chief
Financial Officer, the Chief Executive Officer, the Treasurer, an Assistant Secretary-Treasurer, the
Controller or the Vice President, Capital Markets Relations of the Borrower to the effect that the
conditions set forth in clauses (c) through (g), inclusive, of Section 3.03 of the Amended Credit
Agreement have been satisfied as of the Third Amendment Effective Date and, in the case of clauses
(¢), (d) and (g), setting forth in reasonable detail the calculations required to establish such
compliance;



(d) receipt by the Administrative Agent of a certificate of an officer of the Borrower
acceptable to the Administrative Agent stating that all consents, authorizations, notices and filings
required or advisable in connection with this Amendment are in full force and effect, and the
Administrative Agent shall have received evidence thereof reasonably satisfactory to it;

(e) receipt by the Administrative Agent and the Syndication Agent (or their respective
permitted assigns) and by each Bank Party of all fees, including such fees that are owed to each Non-
Extending Bank, required to be paid in the respective amounts heretofore mutually agreed in writing,
and all expenses required to be reimbursed pursuant to the terms of the Existing Credit Agreement
and for which invoices have been presented, at least one (1) business day prior to the Third
Amendment Effective Date;

€3} receipt by the Administrative Agent and the Banks of a Beneficial Ownership
Certification on the Third Amendment Effective Date and all documentation and other information
required by regulatory authorities under applicable “know your customer” and anti-money laundering
rules and regulations, including, without limitation, the USA PATRIOT Act (Title III of Pub. L.
107-56) and the FinCEN beneficial ownership regulations under the Beneficial Ownership
Regulation; and

(g2) receipt by the Administrative Agent of all documents the Administrative Agent may
reasonably request relating to the existence of the Borrower, the corporate authority for and the
validity of this Amendment all in form and substance reasonably satisfactory to the Administrative
Agent.

The Administrative Agent shall promptly notify the Borrower and the Bank Parties of the
Third Amendment Effective Date, and such notice shall be conclusive and binding on all parties
hereto.



IN WITNESS WHEREOF, the parties hereto have caused this Amendment to be duly
executed as of the date first above written.

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE
CORPORATION

By: /s/J. ANDREW DON

Name: J. Andrew Don

Title: Senior Vice President and
Chief Financial Officer

Signature Page to Amendment No. 3 — 2023 Facility



JPMORGAN CHASE BANK, N.A., as
Administrative Agent, Initial Issuing Bank
and Extending Bank

By: /s/ JUAN J. JAVELLANA

Name: /s/ Juan J. Javellana
Title: Executive Director

Signature Page to Amendment No. 3 — 2023 Facility



MIZUHO BANK, LTD., as Syndication Agent
and Extended Bank

By: /s/ DONNA DEMAGISTRIS

Name: Donna DeMagistris
Title: Authorized Signatory

Signature Page to Amendment No. 3 — 2023 Facility



SIGNATURE PAGE TO AMENDMENT NO. 3
(THE “AMENDMENT”) TO THE AMENDED
AND RESTATED REVOLVING CREDIT
AGREEMENT DATED AS OF NOVEMBER 19,
2015, ASAMENDED BY AMENDMENT NO. 1
TO THE EXISTING CREDIT AGREEMENT,
DATED AS OF NOVEMBER 18, 2016, AS
FURTHER AMENDED BY AMENDMENT NO. 2
TO THE EXISTING CREDIT AGREEMENT,
DATED AS OF NOVEMBER 20, 2017, AMONG
NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION, AS BORROWER,
THE BANKS PARTY THERETO, JPMORGAN
CHASE BANK, N.A., AS ADMINISTRATIVE
AGENT, MIZUHO BANK (USA) AS
SYNDICATION AGENT AND THE OTHER
AGENTS PARTY THERETO (THE “EXISTING
CREDIT AGREEMENT”).

Check only one of the following:

The undersigned is a Bank with an existing
Commitment and consents to this Amendment
with respect to the full amount set forth on
Schedule 1 hereto, which amount will be
converted in full to an Extended Commitment.

O  The undersigned Bank with an existing
Commitment consents to this Amendment with
respect to its existing Commitment and also
confirms its willingness to provide additional
Commitment under the Amended Credit
Agreement in an aggregate principal amount of

$

O  The undersigned is a “Non-Extending Bank”
and consents to this Amendment and the
termination of its existing Commitment.

ROYAL BANK OF CANADA

By: /s/ JUSTIN PAINTER
Name: Justin Painter
Title: Authorized Signatory

Signature Page to Amendment No. 3 — 2023 Facility



SIGNATURE PAGE TO AMENDMENT NO. 3
(THE “AMENDMENT”) TO THE AMENDED
AND RESTATED REVOLVING CREDIT
AGREEMENT DATED AS OF NOVEMBER 19,
2015, ASAMENDED BY AMENDMENT NO. 1
TO THE EXISTING CREDIT AGREEMENT,
DATED AS OF NOVEMBER 18, 2016, AS
FURTHER AMENDED BY AMENDMENT NO. 2
TO THE EXISTING CREDIT AGREEMENT,
DATED AS OF NOVEMBER 20, 2017, AMONG
NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION, AS BORROWER,
THE BANKS PARTY THERETO, JPMORGAN
CHASE BANK, N.A., AS ADMINISTRATIVE
AGENT, MIZUHO BANK (USA) AS
SYNDICATION AGENT AND THE OTHER
AGENTS PARTY THERETO (THE “EXISTING
CREDIT AGREEMENT”).

Check only one of the following:

The undersigned is a Bank with an existing
Commitment and consents to this Amendment
with respect to the full amount set forth on
Schedule 1 hereto, which amount will be
converted in full to an Extended Commitment.

O  The undersigned Bank with an existing
Commitment consents to this Amendment with
respect to its existing Commitment and also
confirms its willingness to provide additional
Commitment under the Amended Credit
Agreement in an aggregate principal amount of

$

O  The undersigned is a “Non-Extending Bank”
and consents to this Amendment and the
termination of its existing Commitment.

THE BANK OF NOVA SCOTIA

By: /s/ DAVID DEWAR
Name: David Dewar
Title: Director

Signature Page to Amendment No. 3 — 2023 Facility



SIGNATURE PAGE TO AMENDMENT NO. 3
(THE “AMENDMENT”) TO THE AMENDED
AND RESTATED REVOLVING CREDIT
AGREEMENT DATED AS OF NOVEMBER 19,
2015, AS AMENDED BY AMENDMENT NO. 1 TO
THE EXISTING CREDIT AGREEMENT, DATED
AS OF NOVEMBER 18, 2016, AS FURTHER
AMENDED BY AMENDMENT NO. 2 TO THE
EXISTING CREDIT AGREEMENT, DATED AS OF
NOVEMBER 20, 2017, AMONG NATIONAL
RURAL UTILITIES COOPERATIVE FINANCE
CORPORATION, AS BORROWER, THE BANKS
PARTY THERETO, JPMORGAN CHASE BANK,
N.A., AS ADMINISTRATIVE AGENT, MIZUHO
BANK (USA) AS SYNDICATION AGENT AND
THE OTHER AGENTS PARTY THERETO (THE
“EXISTING CREDIT AGREEMENT”).

Check only one of the following:

The undersigned is a Bank with an existing
Commitment and consents to this Amendment
with respect to the full amount set forth on
Schedule 1 hereto, which amount will be
converted in full to an Extended Commitment.

0  The undersigned Bank with an existing
Commitment consents to this Amendment with
respect to its existing Commitment and also
confirms its willingness to provide additional
Commitment under the Amended Credit
Agreement in an aggregate principal amount of

$

0  The undersigned is a “Non-Extending Bank”
and consents to this Amendment and the
termination of its existing Commitment.

MUFG BANK, LTD. (F/K/A THE BANK
OF TOKYO-MITSUBISHI UFJ, LTD.), a
member of MUFG, a global financial

group
By: /s/ CHERESE JOSEPH
Name: Cherese Joseph
Title: Vice President

Signature Page to Amendment No. 3 — 2023 Facility



SIGNATURE PAGE TO AMENDMENT NO. 3
(THE “AMENDMENT”) TO THE AMENDED
AND RESTATED REVOLVING CREDIT
AGREEMENT DATED AS OF NOVEMBER 19,
2015, AS AMENDED BY AMENDMENT NO. 1
TO THE EXISTING CREDIT AGREEMENT,
DATED AS OF NOVEMBER 18, 2016, AS
FURTHER AMENDED BY AMENDMENT NO. 2
TO THE EXISTING CREDIT AGREEMENT,
DATED AS OF NOVEMBER 20, 2017, AMONG
NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION, AS BORROWER,
THE BANKS PARTY THERETO, JPMORGAN
CHASE BANK, N.A., AS ADMINISTRATIVE
AGENT, MIZUHO BANK (USA) AS
SYNDICATION AGENT AND THE OTHER
AGENTS PARTY THERETO (THE “EXISTING
CREDIT AGREEMENT”).

Check only one of the following:

The undersigned is a Bank with an existing
Commitment and consents to this Amendment
with respect to the full amount set forth on
Schedule 1 hereto, which amount will be
converted in full to an Extended Commitment.

O  The undersigned Bank with an existing
Commitment consents to this Amendment with
respect to its existing Commitment and also
confirms its willingness to provide additional
Commitment under the Amended Credit
Agreement in an aggregate principal amount of

$

O  The undersigned is a “Non-Extending Bank”
and consents to this Amendment and the
termination of its existing Commitment.

KEYBANK, NATIONAL ASSOCIATION

By: /s/ BENJAMIN C. COOPER
Name: Benjamin C. Cooper
Title:  Vice President

Signature Page to Amendment No. 3 — 2023 Facility



SIGNATURE PAGE TO AMENDMENT NO. 3
(THE “AMENDMENT”) TO THE AMENDED
AND RESTATED REVOLVING CREDIT
AGREEMENT DATED AS OF NOVEMBER 19,
2015, ASAMENDED BY AMENDMENT NO. 1
TO THE EXISTING CREDIT AGREEMENT,
DATED AS OF NOVEMBER 18, 2016, AS
FURTHER AMENDED BY AMENDMENT NO. 2
TO THE EXISTING CREDIT AGREEMENT,
DATED AS OF NOVEMBER 20, 2017, AMONG
NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION, AS BORROWER,
THE BANKS PARTY THERETO, JPMORGAN
CHASE BANK, N.A., AS ADMINISTRATIVE
AGENT, MIZUHO BANK (USA) AS
SYNDICATION AGENT AND THE OTHER
AGENTS PARTY THERETO (THE “EXISTING
CREDIT AGREEMENT”).

Check only one of the following:

The undersigned is a Bank with an existing
Commitment and consents to this Amendment
with respect to the full amount set forth on
Schedule 1 hereto, which amount will be
converted in full to an Extended Commitment.

O  The undersigned Bank with an existing
Commitment consents to this Amendment with
respect to its existing Commitment and also
confirms its willingness to provide additional
Commitment under the Amended Credit
Agreement in an aggregate principal amount of

$

O  The undersigned is a “Non-Extending Bank”
and consents to this Amendment and the
termination of its existing Commitment.

PNC Bank, National Association

By: /s/ KELLY MILLER
Name: Kelly Miller
Title: Vice President

Signature Page to Amendment No. 3 — 2023 Facility



SIGNATURE PAGE TO AMENDMENT NO. 3
(THE “AMENDMENT”) TO THE AMENDED
AND RESTATED REVOLVING CREDIT
AGREEMENT DATED AS OF NOVEMBER 19,
2015, ASAMENDED BY AMENDMENT NO. 1
TO THE EXISTING CREDIT AGREEMENT,
DATED AS OF NOVEMBER 18, 2016, AS
FURTHER AMENDED BY AMENDMENT NO. 2
TO THE EXISTING CREDIT AGREEMENT,
DATED AS OF NOVEMBER 20, 2017, AMONG
NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION, AS BORROWER,
THE BANKS PARTY THERETO, JPMORGAN
CHASE BANK, N.A., AS ADMINISTRATIVE
AGENT, MIZUHO BANK (USA) AS
SYNDICATION AGENT AND THE OTHER
AGENTS PARTY THERETO (THE “EXISTING
CREDIT AGREEMENT”).

Check only one of the following:

The undersigned is a Bank with an existing
Commitment and consents to this Amendment
with respect to the full amount set forth on
Schedule 1 hereto, which amount will be
converted in full to an Extended Commitment.

O  The undersigned Bank with an existing
Commitment consents to this Amendment with
respect to its existing Commitment and also
confirms its willingness to provide additional
Commitment under the Amended Credit
Agreement in an aggregate principal amount of

$

O  The undersigned is a “Non-Extending Bank”
and consents to this Amendment and the
termination of its existing Commitment.

US Bank National Association
By: /s/ MICHAEL E. TEMNICK
Name: Michael E. Temnick
Title: Vice President

Signature Page to Amendment No. 3 — 2023 Facility



SIGNATURE PAGE TO AMENDMENT NO. 3
(THE “AMENDMENT”) TO THE AMENDED
AND RESTATED REVOLVING CREDIT
AGREEMENT DATED AS OF NOVEMBER 19,
2015, ASAMENDED BY AMENDMENT NO. 1
TO THE EXISTING CREDIT AGREEMENT,
DATED AS OF NOVEMBER 18, 2016, AS
FURTHER AMENDED BY AMENDMENT NO. 2
TO THE EXISTING CREDIT AGREEMENT,
DATED AS OF NOVEMBER 20, 2017, AMONG
NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION, AS BORROWER,
THE BANKS PARTY THERETO, JPMORGAN
CHASE BANK, N.A., AS ADMINISTRATIVE
AGENT, MIZUHO BANK (USA) AS
SYNDICATION AGENT AND THE OTHER
AGENTS PARTY THERETO (THE “EXISTING
CREDIT AGREEMENT”).

Check only one of the following:

The undersigned is a Bank with an existing
Commitment and consents to this Amendment
with respect to the full amount set forth on
Schedule 1 hereto, which amount will be
converted in full to an Extended Commitment.

O  The undersigned Bank with an existing
Commitment consents to this Amendment with
respect to its existing Commitment and also
confirms its willingness to provide additional
Commitment under the Amended Credit
Agreement in an aggregate principal amount of

$

O  The undersigned is a “Non-Extending Bank”
and consents to this Amendment and the
termination of its existing Commitment.

SUNTRUST BANK

By: /s/ CARMEN MALIZIA
Name: Carmen Malizia
Title:  Director

Signature Page to Amendment No. 3 — 2023 Facility



SIGNATURE PAGE TO AMENDMENT NO. 3
(THE “AMENDMENT”) TO THE AMENDED
AND RESTATED REVOLVING CREDIT
AGREEMENT DATED AS OF NOVEMBER 19,
2015, ASAMENDED BY AMENDMENT NO. 1
TO THE EXISTING CREDIT AGREEMENT,
DATED AS OF NOVEMBER 18, 2016, AS
FURTHER AMENDED BY AMENDMENT NO. 2
TO THE EXISTING CREDIT AGREEMENT,
DATED AS OF NOVEMBER 20, 2017, AMONG
NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION, AS BORROWER,
THE BANKS PARTY THERETO, JPMORGAN
CHASE BANK, N.A., AS ADMINISTRATIVE
AGENT, MIZUHO BANK (USA) AS
SYNDICATION AGENT AND THE OTHER
AGENTS PARTY THERETO (THE “EXISTING
CREDIT AGREEMENT”).

Check only one of the following:

The undersigned is a Bank with an existing
Commitment and consents to this Amendment
with respect to the full amount set forth on
Schedule 1 hereto, which amount will be
converted in full to an Extended Commitment.

O  The undersigned Bank with an existing
Commitment consents to this Amendment with
respect to its existing Commitment and also
confirms its willingness to provide additional
Commitment under the Amended Credit
Agreement in an aggregate principal amount of

$

O  The undersigned is a “Non-Extending Bank”
and consents to this Amendment and the
termination of its existing Commitment.

REGIONS BANK

By: /s/ TEDRICK TARVER
Name: Tedrick Tarver
Title:  Vice President

Signature Page to Amendment No. 3 — 2023 Facility



SIGNATURE PAGE TO AMENDMENT NO. 3
(THE “AMENDMENT”) TO THE AMENDED
AND RESTATED REVOLVING CREDIT
AGREEMENT DATED AS OF NOVEMBER 19,
2015, ASAMENDED BY AMENDMENT NO. 1
TO THE EXISTING CREDIT AGREEMENT,
DATED AS OF NOVEMBER 18, 2016, AS
FURTHER AMENDED BY AMENDMENT NO. 2
TO THE EXISTING CREDIT AGREEMENT,
DATED AS OF NOVEMBER 20, 2017, AMONG
NATIONAL RURAL UTILITIES COOPERATIVE
FINANCE CORPORATION, AS BORROWER,
THE BANKS PARTY THERETO, JPMORGAN
CHASE BANK, N.A., AS ADMINISTRATIVE
AGENT, MIZUHO BANK (USA) AS
SYNDICATION AGENT AND THE OTHER
AGENTS PARTY THERETO (THE “EXISTING
CREDIT AGREEMENT”).

Check only one of the following:

The undersigned is a Bank with an existing
Commitment and consents to this Amendment
with respect to the full amount set forth on
Schedule 1 hereto, which amount will be
converted in full to an Extended Commitment.

O  The undersigned Bank with an existing
Commitment consents to this Amendment with
respect to its existing Commitment and also
confirms its willingness to provide additional
Commitment under the Amended Credit
Agreement in an aggregate principal amount of

$

O  The undersigned is a “Non-Extending Bank”
and consents to this Amendment and the
termination of its existing Commitment.

Apple Bank for Savings

By: /s/ JONATHAN C. BYRON
Name: Jonathan C. Byron
Title:  Senior Vice President

Signature Page to Amendment No. 3 — 2023 Facility



SCHEDULE 1

EXTENDED COMMITMENTS

Extending Banks Commitment
JPMorgan Chase Bank, N.A. $175,000,000.00
Mizuho Bank, Ltd. $175,000,000.00
Royal Bank of Canada $175,000,000.00
The Bank of Nova Scotia $175,000,000.00
MUFG Bank, Ltd. (f’/k/a The Bank of Tokyo-Mitsubishi UFJ, Ltd.) $175,000,000.00
KeyBank National Association $180,000,000.00
PNC Bank, National Association $150,000,000.00
US Bank National Association $125,000,000.00
SunTrust Bank $125,000,000.00
Regions Bank $75,000,000.00
Apple Bank for Savings $5,000,000.00

Total: $1.535.000.,000.00
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COMPOSITE COPY REFLECTING
AMENDMENT NO. 23
DATED AS OF NOVEMBER 2028, 20172018

AMENDED AND RESTATED REVOLVING CREDIT AGREEMENT
dated as of
November 19, 2015

among

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION,

THE BANKS LISTED HEREIN,

JPMORGAN CHASE BANK, N.A.,
as Administrative Agent and Initial Issuing Bank,

MIZUHO BANK, LTD.,
as successor Syndication Agent,

and

MUFG BANK, LTD,
(F/K/A THE BANK OF TOKYO-MITSUBISHI UFJ, LTD.),
THE BANK OF NOVA SCOTIA,
and
ROYAL BANK OF CANADA
as Co-Documentation Agents

J.P. MORGAN CHASE BANK, N.A.
MIZUHO BANK, LTD.

MUFG BANK, LTD.
(F/K/A THE BANK OF TOKYO-MITSUBISHI UFJ, LTD.),

THE BANK OF NOVA SCOTIA,
and
RBC CAPITAL MARKETS



AMENDED AND RESTATED REVOLVING CREDIT AGREEMENT

This AMENDED AND RESTATED REVOLVING CREDIT AGREEMENT dated as
of November 19, 2015, is made by and among NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION, a not-for-profit cooperative
association incorporated under the laws of the District of Columbia, as Borrower, the
BANKS listed on the signature pages hereof, IPMORGAN CHASE BANK, N.A, as
Administrative Agent and as Initial Issuing Bank for the Letters of Credit issued or to
be issued pursuant to this Agreement, MIZUHO BANK, LTD., as successor
Syndication Agent, and MUFG BANK, LTD. (F/K/A THE BANK OF TOKYO-
MITSUBISHI UFJ, LTD.), THE BANK OF NOVA SCOTIA and ROYAL BANK OF
CANADA, as Co-Documentation Agents.

WHEREAS, the Borrower, the several Banks, the Administrative Agent, the
Syndication Agent and Co-Documentation Agents (as each is defined hereinafter)
entered into a Revolving Credit Agreement dated as of October 21, 2011, as amended
by Amendment No. 1 dated as of March 28, 2013, Amendment No. 2 dated as of
October 28, 2013 and Amendment No. 3 dated as of October 28, 2014 (collectively,
the “Existing Credit Agreement”); and

WHEREAS, the Borrower has requested that the Banks, the Administrative Agent,
the Syndication Agent and the Co-Documentation Agents agree, on the terms and
conditions set forth herein, to amend and restate the Existing Credit Agreement. The
Banks, Administrative Agent, Syndication Agent and Co-Documentation Agents have
indicated their willingness to amend and restate the Existing Credit Agreement on the
terms and conditions of this Agreement.

NOW, THEREFORE, in consideration of the foregoing and for other good and
valuable consideration, the receipt and sufficiency of which are hereby
acknowledged, the parties hereto do hereby amend and restate the Existing Credit
Agreement in its entirety and the parties hereto hereby agree as follows:

ARTICLE 1
DEFINITIONS

Section 1.01.  Definitions. The following terms, as used herein, have the
following meanings:

“1994 Indenture” means the Indenture dated as of February 15, 1994 and as
amended as of September 16, 1994 between the Borrower and U.S. Bank National
Association, as trustee, as amended and supplemented from time to time, providing
for the issuance in series of certain collateral trust bonds of the Borrower.

“2007 Indenture” means the Indenture dated as of October 25, 2007 between
the Borrower and U.S. Bank National Association, as trustee, as amended



and supplemented from time to time, providing for the issuance in series of certain
collateral trust bonds of the Borrower.

“2016 Amendment” means Amendment No. 1 to this Agreement dated as of
November 18, 2016 among the Borrower, the Administrative Agent, the Syndication
Agent and the Banks thereto.

“2017 Amendment” means Amendment No. 2 to this Agreement dated as of
November 20, 2017 among the Borrower, the Administrative Agent, the Syndication
Agent and the Banks thereto.

“2017 Fee Letters” means those certain Fee Letters dated October 13, 2017
among the Borrower, the Administrative Agent and the Syndication Agent.

“2018 Amendment” means Amendment No. 3 to this Agreement dated as

of November 28, 2018 among the Borrower, the Administrative Agent, the
Svndication Agent and the Banks thereto.

“2018 Fee Letters” means those certain Fee Letters dated October 16,
2018 among the Borrower, the Administrative Agent and the Syndication Agent.

“Absolute Rate Auction” means a solicitation of Money Market Quotes
setting forth Money Market Absolute Rates pursuant to Section 2.03.

“Additional Commitment Bank” has the meaning set forth in Section
2.22(d).

“Adjusted London Interbank Offered Rate” has the meaning set forth in
Section 2.07(b).

“Administrative Agent” means JPMorgan Chase Bank, N.A., in its capacity
as administrative agent for the Banks hereunder, and its successors in such capacity.

“Administrative Questionnaire” means, with respect to each Bank, the
administrative questionnaire in the form submitted to such Bank by the
Administrative Agent and submitted to the Administrative Agent (with a copy to the
Borrower) duly completed by such Bank.

“Aggregate Commitment” means the aggregate amount that is equal to the
sum of the amounts of each of the Commitments.

“Agreement” means this Amended and Restated Revolving Credit
Agreement, as the same may be amended from time to time.



“Amendment Effective Date” means the date this Agreement becomes
effective in accordance with Section 3.01.

“Anti-Corruption Laws” means all laws, rules, and regulations of any
jurisdiction applicable to the Borrower or its Subsidiaries from time to time
concerning or relating to bribery-e¥, corruption_or money laundering.

“Anniversary Date” has the meaning set forth in Section 2.22(a).

“Applicable Law” means, with respect to any Person, any and all laws,
statutes, regulations, rules, orders, injunctions, decrees, judgments, writs
determinations or awards having the force or effect of binding such Person at law and
issued by any Governmental Authority, applicable to such Person, including all
Environmental Laws.

“Applicable Lending Office” means, with respect to any Bank, (i) in the
case of its Base Rate Loans, its Domestic Lending Office, (ii) in the case of its Euro-
Dollar Loans, its Euro-Dollar Lending Office and (iii) in the case of its Money
Market Loans, its Money Market Lending Office.

“ASC 815” means Accounting Standards Codification No. 815 Derivatives
and Hedging, as amended from time to time (or any successor provision thereto).

“ASC 830” means Accounting Standards Codification No. 830 Foreign
Currency Matters, as amended from time to time (or any successor provision thereto).

“Assignee” has the meaning set forth in Section 9.06(c).

“Auto-Extension Letter of Credit” has the meaning specified in Section
2.20(a)(iii).

“Back-Up Letter of Credit” has the meaning set forth in Section 2.01(b).

“Bail-In Action” means the exercise of any Write-Down and Conversion
Powers by the applicable EEA Resolution Authority in respect of any liability of an
EEA Financial Institution.

“Bail-In Legislation” means, with respect to any EEA Member Country
implementing Article 55 of Directive 2014/59/EU of the European Parliament and of
the Council of the European Union, the implementing law for such EEA Member
Country from time to time which is described in the EU Bail-In Legislation Schedule.

“Bank” means at any time, any Bank that has a Commitment specified on the
Commitment Schedule hereto or any Assignee thereof and any subsequent Assignee
of such Assignee which becomes a Bank pursuant to Section 9.06(c).
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“Bank Extension Notice Date” has the meaning set forth in Section 2.22(b).
“Bank Parties” mean the Banks and the Issuing Banks.

“Bankruptcy Event” means, with respect to any Person, such Person
becomes the subject of a bankruptcy or insolvency proceeding, or has had a receiver,
conservator, trustee, administrator, custodian, assignee for the benefit of creditors or
similar Person charged with the reorganization or liquidation of its business appointed
for it, or, in the good faith determination of the Administrative Agent, has taken any
action in furtherance of, or indicating its consent to, approval of, or acquiescence in,
any such proceeding or appointment, provided that a Bankruptcy Event shall not
result solely by virtue of any ownership interest, or the acquisition of any ownership
interest, in such Person by a Governmental Authority or instrumentality thereof,
provided, further, that such ownership interest does not result in or provide such
Person with immunity from the jurisdiction of courts within the United States or from
the enforcement of judgments or writs of attachment on its assets or permit such
Person (or such Governmental Authority or instrumentality) to reject, repudiate,
disavow or disaffirm any contracts or agreements made by such Person.

“Base Rate” means, for any day, a rate per annum equal to the highest of (i)
the Prime Rate for such day, (ii) the Federal Funds Rate for such day plus 0.50% and
(ii1) the Adjusted London Interbank Offered Rate, taking into account any London
Interbank Offered Rate floor under the definition of “London Interbank Offered
Rate”, or a comparable or successor rate, which rate is selected by the Administrative
Agent and the Borrower as described in the definition of London Interbank Offered
Rate in Section 2.07(b), for a one month Interest Period on such day (or if such day is
not a Euro-Dollar Business Day, the immediately preceding Euro-Dollar Business
Day) plus 1.00%.

“Base Rate Loan” means a Committed Loan that bears interest at the Base
Rate pursuant to the applicable Notice of Committed Borrowing or Notice of Interest
Rate Election or the last sentence of Section 2.08(a) or Article 8.

“Base Rate Margin” means a rate per annum determined in accordance with
the Pricing Schedule.

“Beneficial Ownership Certification” means a certification regarding
beneficial ownership required by the Beneficial Ownership Regulation.

“Beneficial Ownership Regulation” means 31 C.F.R. § 1010.230.

“Bonds” means any bonds issued pursuant to any of the Indentures, as the
context may require.



“Co-Documentation Agents” means MUFG Bank, Ltd. (f/k/a The Bank of
Tokyo-Mitsubishi UFJ, Ltd.), The Bank of Nova Scotia and Royal Bank of Canada,
each in their respective capacity as documentation agent hereunder, and their
respective successors in such capacity.

“Co-Lead Arrangers” means J.P. Morgan Chase Bank, N.A., Mizuho Bank,
Ltd., MUFG Bank, Ltd. (f/k/a The Bank of Tokyo-Mitsubishi UFJ, Ltd.), The Bank
of Nova Scotia, and RBC Capital Markets, each in their capacity as co-lead arranger
and joint bookrunner.

“Commitment” means (i) with respect to any Bank, the amount, if any, set
forth opposite the name of such Bank on the Commitment Schedule and (ii) with
respect to any Bank that is an Assignee pursuant to Section 9.06(c), the amount of the
transferor Bank’s commitment specified on the Commitment Schedule that is
assigned to such Bank, and further, any subsequent assignment made by an Assignee
to another Assignee of such amounts pursuant to Section 9.06(c), in each case as such
amount may from time to time be increased or decreased from time to time in
accordance with the terms and conditions of this Agreement.

“Commitment Schedule” means the commitment schedule attached hereto
under the heading, Commitment Schedule.

“Commitment Termination Date” means November 2028, 20222023 or, if
such day is not a Euro-Dollar Business Day, the immediately preceding Euro-Dollar
Business Day.

“Committed Borrowing” means a Borrowing under Section 2.01(a).

“Committed Loan” means a Revolving Loan; provided that, if any such loan
or loans (or portions thereof) are combined or subdivided pursuant to a Notice of
Interest Rate Election, the term “Committed Loan” shall refer to the combined
principal amount resulting from such combination or to each of the separate principal
amounts resulting from such subdivision, as the case may be.

“Confidential Information” has the meaning set forth in Section 9.12.

“Consolidated Entity” means at any date any Subsidiary, and any other
entity the accounts of which would be combined or consolidated with those of the
Borrower in its combined or consolidated financial statements if such statements
were prepared as of such date.

“Credit Documentation” has the meaning set forth in Section 9.15.

'RBC Capital Markets is a brand name for the capital markets businesses of Royal Bank
of Canada and its affiliates.
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(a) income Taxes imposed on (or measured by) net income and franchise
Taxes by the United States of America, or by the jurisdiction under the laws of which
such Recipient is organized or in which its principal office is located or, in the case of
any Bank Party, in which its applicable lending office is located or are Other
Connection Taxes, (b) any branch profits Taxes imposed by the United States of
America or any similar Taxes imposed by any other jurisdiction in which the Borrower
is located or are Other Connection Taxes, (c) in the case of a Non U.S. Bank Party
(other than an assignee pursuant to a request by the Borrower under Section 2.19(b)),
any U.S. Federal withholding Taxes resulting from any law in effect on the date such
Non U.S. Bank Party becomes a party to this Agreement (or designates a new lending
office) or is attributable to such Non U.S. Bank Party’s failure to comply with Section
2.16(%), except to the extent that such Non U.S. Bank Party (or its assignor, if any) was
entitled, at the time of designation of
a new lending office (or assignment), to receive additional amounts from the Borrower
with respect to such withholding Taxes pursuant to Section 2.16(a) and (d) any U.S.
Federal withholding Taxes imposed under FATCA.

“Existing Commitment Termination Date” has the meaning set forth in
Section 2.22(a).

“Existing Credit Agreement” has the meaning set forth in first WHEREAS
clause above.

“Existing Letters of Credit” means the letters of credit issued and outstanding
under the Existing Credit Agreement as of the Amendment Effective Date and set forth
in the Existing Letters of Credit Schedule hereto.

“Extended Commitment” means an Extended Commitment as defined in the
20172018 Amendment.

“Extension Date” has the meaning set forth in Section 2.22(d).

“Facility Fee Rate” means a rate per annum determined in accordance with
the Pricing Schedule.

“Farmer Mac” means the Federal Agricultural Mortgage Corporation, a
corporation organized and existing under the laws of the United States of America and
a federally-chartered instrumentality of the United States of America and an institution
of the Farm Credit System.

“Farmer Mac Master Note Purchase Agreement” means that certain Master
Note Purchase Agreement, dated as of July 31, 2015, among Farmer Mac Mortgage
Securities Corporation, a wholly owned subsidiary of Farmer Mac, Farmer Mac and
the Borrower.

“Farmer Mac Master Note Purchase Agreement Liens” means Liens on any
assets of the Borrower required to be pledged as collateral to support
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not require payments of principal prior to the Commitment Termination Date, except
pursuant to acceleration or at the option of the Borrower.

“Recipient” means, as applicable, (a) the Administrative Agent, (b) any Bank
and (c) the Issuing Bank.

“REDLG Program Liens” means Liens on any asset of the Borrower
required to be pledged as collateral to support obligations of the Borrower with
respect to any government Guarantee provided pursuant to regulations issued under
the Rural Electrification Act of 1936, 7 U.S.C. 901 et. seq., and the Food,
Conservation and Energy Act of 2008, Pub. L. 110-234 Stat. 923 (“REDLG
Obligations™) so long as such Guarantee supports long-term Indebtedness issued by
the Borrower and permitted by Section 5.09.

“REDLG Obligations” has the meaning set forth in the definition of REDLG
Program Liens.

“Regulation U” means Regulation U of the Board of Governors of the
Federal Reserve System, as in effect from time to time.

“Regulation X” means Regulation X of the Board of Governors of the
Federal Reserve System, as in effect from time to time.

“Reportable Event” means an event described in Section 4043(c) of ERISA
or regulations promulgated by the Department of Labor thereunder (with respect to
which the 30 day notice requirement has not been waived by the PBGC).

“Required Banks” means, subject to Section 2.19, at any time Banks having
at least 51% of the sum of (i) the aggregate amount of the unused Commitments, (ii)
the aggregate principal outstanding amount of the Loans and (iii) the Outstanding
Amount of all L/C Obligations (with the aggregate amount of each Bank’s
participation in L/C Obligations deemed “held” by such Bank for purposes of this
definition).

“Responsible Officer” means (i) with respect to the Borrower, the Chief
Financial Officer, the Chief Executive Officer, the-Chief Operating Officer;-an
Assistant Secretary-Treasurer, the Controller, the Vice President, Capital Markets
Relations or, in each case, an authorized signatory of such Person and (ii) with
respect to any other Person, the president, any vice-president, the chief financial
officer, any assistant-treasurer or, in each case, an authorized signatory of such
Person.

“Revolving Credit Period” means the period from and including the
Effective Date to but excluding the Commitment Termination Date.
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“Standby Letter of Credit” means any Letter of Credit issued under this
Agreement, other than (i) a Trade Letter of Credit, (ii) a Performance Letter of Credit
or (ii1) a Backup Letter of Credit in support of either a performance letter of credit or
a trade letter of credit issued by the Borrower.

“Start-up Investments” has the meaning set forth in Section 5.12.

“Subsidiary” of any Person means (i) any corporation more than 50% of
whose stock of any class or classes having by the terms thereof ordinary voting
power to elect a majority of the directors of such corporation (irrespective of whether
or not at the time stock of any class or classes of such corporation shall have or might
have voting power by reason of the happening of any contingency) is at the time
owned by such Person directly or indirectly through its Subsidiaries, and (ii) any
other Person in which such Person directly or indirectly through Subsidiaries has
more than a 50% voting and equity interest; provided that no Person whose only
assets are RUS Guaranteed Loans and investments incidental thereto shall be deemed
a Subsidiary.

“Superior Indebtedness” means all Indebtedness of the Borrower and its
Consolidated Entities (other than Members’ Subordinated Certificates and Qualified
Subordinated Indebtedness), but excluding (i) Indebtedness of the Borrower or any of
its Consolidated Entities to the extent that the proceeds of such Indebtedness are used
to fund Guaranteed Portions of RUS Guaranteed Loans and (ii) any indebtedness of
any Member Guaranteed by the Borrower or any of its Consolidated Entities
(“Guaranteed Indebtedness”), to the extent that either (x) the long-term unsecured
debt of such Member is rated at least BBB+ by S&P or Baal by Moody’s, (y) the
long-term secured debt of such Member is rated at least A- by S&P or A3 by Moody’s
or (z) the payment of principal and interest by the Borrower or any of its
Consolidated Entities in respect of such Guaranteed Indebtedness is covered by
insurance or reinsurance provided by an insurer having an insurance financial
strength rating of AAA by S&P or a financial strength rating of Aaa by Moody’s.

“Syndication Agent” means Mizuho Bank, Ltd., in its capacity as
Syndication Agent hereunder, and its successors in such capacity.

“Taxes” means any present or future taxes, levies, imposts, duties,
deductions, withholdings, assessments, fees or other charges imposed by any
Governmental Authority, including any interest, additions to tax or penalties
applicable thereto.

“Third Amendment Effective Date” means the Third Amendment
Effective Date as defined in the 2018 Amendment.
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any Governmental Authority with jurisdiction over such Issuing Bank
shall prohibit, or request that the Issuing Bank refrain from the
issuance of Letters of Credit generally or such Letter of Credit in
particular or shall impose upon such Issuing Bank with respect to
such Letter of Credit any restriction, reserve or capital requirement
(for which such Issuing Bank is not otherwise compensated
hereunder) not in effect on the SeeendThird Amendment Effective
Date, or shall impose upon such Issuing Bank any unreimbursed loss,
cost or expense which was not applicable on the SeeendThird
Amendment Effective Date and which such Issuing Bank in good
faith reasonably deems material to it; provided, however, that in the
event a Bank Party participating in the Letters of Credit is not affected
by any such restriction, requirement or imposition, and is able to issue
such Letter of Credit and expressly agrees in its sole discretion to
issue such Letter of Credit, such Bank Party, subject

to the consent of the Administrative Agent, such consent not to be
unreasonably withheld, conditioned or delayed, shall issue such Letter
of Credit and shall be deemed the Issuing Bank with regard to such
Letter of Credit for all purposes of this Agreement;

(B)  the making of such L/C Credit Extension would
violate any Applicable Laws;

©) except as otherwise agreed by the Administrative
Agent and such Issuing Bank, such Letter of Credit is in an initial face
amount less than $25,000;

(D)  such L/C Credit Extension is to be denominated in a
currency other than Dollars;

(E) such L/C Credit Extension contains any provisions for
automatic reinstatement of the stated amount after any L/C Borrowing
thereunder; or

(F) a default of any Bank’s obligations to fund under
Section 2.20 exists, or any Bank is then a Defaulting Bank, unless,
after giving effect to Section 2.19(a)(iv)) with respect to such
Bank, such Issuing Bank has entered into satisfactory
arrangements, including the delivery of Cash Collateral satisfactory to
the Issuing Bank (in its sole discretion) with the Borrower or such
Bank to eliminate such Issuing Bank’s risk.

(ii1))  No Issuing Bank shall be under the obligation to amend any
Letter of Credit if (A) such Issuing Bank would have no obligation at such time
to issue such Letter of Credit in its amended form under the terms
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payment-related Event of Default exists, all Letter of Credit Fees shall accrue at a rate
per annum equal to the Euro-Dollar Margin plus 2%.

(d) Fronting Fee and Documentary and Processing Charges Payable to
Issuing Banks, Etc. The Borrower shall pay directly to the relevant Issuing Bank for
its own account a fronting fee with respect to each Letter of Credit issued hereunder
on the average daily maximum amount available to be drawn under such Letter of
Credit in an amount to be agreed between the Borrower and the applicable Issuing
Bank of the L/C Obligations (whether or not such maximum amount is then in effect
under such Letter of Credit) (the “Fronting Fee”). The Fronting Fee shall be
computed on a quarterly basis in arrears on the basis of the actual number of days
elapsed in a year of 360 days (including the first day but excluding the last day), as
pro-rated for any partial quarter, as applicable, and shall be due and payable on each
January 1, April 1, July 1 and October 1, commencing with the first such date to
occur after the issuance of such Letter of Credit, on the Letter of Credit Expiration
Date and thereafter on demand. In addition, the Borrower shall, with respect to all
Letters of Credit issued at its request, pay directly to each Issuing Bank for its own
account the customary issuance, presentation, amendment and other processing fees,
and other standard costs and charges, of such Issuing Bank relating to letters of credit
as from time to time in effect. Such customary fees and standard costs and charges
are due and payable on demand and are nonrefundable.

(e) Amendment Fees. The Borrower agrees to pay to the Administrative
Agent for the account of each Bank on the SeeendThird Amendment Effective Date
the upfront fees required to be paid on such date, as
set forth in the 26472018 Fee Letters.

Section 2.10. Optional Termination or Reduction of Commitments. During
the Revolving Credit Period, the Borrower may, upon at least three Domestic
Business Days’ notice to the Administrative Agent (which notice the Administrative
Agent will promptly deliver to the Banks), (i) terminate all Commitments at any time,
if no Loans are outstanding at such time or (ii) ratably reduce from time to time by an
aggregate amount of $10,000,000 or any larger multiple of $1,000,000, the aggregate
amount of the Commitments in excess of the aggregate outstanding principal amount
of the Loans.

Section 2.11. Mandatory Termination of Commitments. The Commitments
shall terminate on the Commitment Termination Date.

Section 2.12. Optional Prepayments. (a) Subject in the case of Euro-Dollar
Loans to Section 2.14, the Borrower may (i) on any Domestic Business Day, upon
notice to the Administrative Agent, prepay any Group of Base Rate Loans (or any
Money Market Borrowing bearing interest at the Base Rate pursuant to Section
8.01(a)) or (ii) upon at least three Euro-Dollar Business Days’ notice to the
Administrative Agent, prepay any Group of Euro-Dollar Loans, in each case in whole
at any time, or from time to time in part in amounts aggregating
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Issuing Bank, as applicable. The Administrative Agent shall notify the Banks of any
such replacement or addition, as applicable, of an Issuing Bank. Where an Issuing
Bank is replaced, at the time such replacement shall become effective, the Borrower
shall pay all unpaid fees accrued for account of the replaced Issuing Bank.
Furthermore, from and after the effective date of such replacement, the successor
Issuing Bank, shall have all the rights and obligations of the replaced Issuing Bank
under this Agreement with respect to Letters of Credit to be issued thereafter.
References herein to the term “Issuing Bank™ shall be deemed to refer to any
successor or additional Issuing Bank, as applicable, or to any previous Issuing Bank,
or to any successor or additional Issuing Banks, as applicable, and all previous
Issuing Banks, as the context shall require. After the replacement of an Issuing Bank
hereunder, the replaced Issuing Bank shall remain a party hereto and shall continue to
have all the rights and obligations of an Issuing Bank under this Agreement with
respect to Letters of Credit issued by it prior to such replacement, but shall not be
required to issue additional Letters of Credit.

Section 2.21. [Reserved]

Section 2.22. Extension of Commitment Termination Date. (a) The Borrower
may, by notice to the Administrative Agent (which shall promptly notify the Banks)
not earlier than 45 days prior to any anniversary of the SeeendThird Amendment
Effective Date (each, an “Anniversary Date”) but no later than 30 days prior to any
such Anniversary Date, request that each Bank extend such Bank’s Commitment
Termination Date for an additional one year after the Commitment Termination Date
then in effect for such Bank hereunder (the “Existing Commitment Termination
Date”); provided, however, the Borrower may request no more than two extensions
pursuant to this Section.

(b) In the event it receives a notice from the Administrative Agent
pursuant to Section 2.22(a), each Bank, acting in its sole and individual discretion,
shall, by notice to the Administrative Agent given not earlier than 30 days prior to
the applicable Anniversary Date and not later than the date (the “Bank Extension
Notice Date”) that is 20 days prior to the applicable Anniversary Date, advise the
Administrative Agent whether or not such Bank agrees to such extension (and each
Bank that determines not to so extend its Existing Commitment Termination Date (a
“Non-Extending Bank”) shall notify the Administrative Agent of such fact promptly
after such determination (but in any event no later than the Bank Extension Notice
Date)), and any Bank that does not so advise the Administrative Agent on or before
the Bank Extension Notice Date shall be deemed to be a Non-Extending Bank. The
election of any Bank to agree to any such extension shall not obligate any other
Bank to so agree.

(©) The Administrative Agent shall notify the Borrower of each Bank’s
determination (or deemed determination) under this Section no later than the date
that is 15 days prior to the applicable Anniversary Date, or, if such date is not a
Business Day, on the next preceding Business Day (the “Specified Date”).
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that an enforceability opinion under New York law, that is reasonably acceptable to
the Administrative Agent, shall be furnished by the Borrower’s New York counsel,
Norton Rose Fulbright US LLP, subject to customary assumptions, qualifications
and limitations;

(d)  receipt by the Administrative Agent of a certificate signed by any one
of the Chief Financial Officer, the Chief Executive Officer, the-Chief Operating-
Officer;-Assistant Secretary-Treasurer, the Controller or the Vice President, Capital
Markets Relations of the Borrower to the effect that the conditions set forth in
clauses (c) through (g), inclusive, of Section 3.03 have been satisfied as of the
Amendment Effective Date and, in the case of clauses (c), (¢) and (g), setting forth in
reasonable detail the calculations required to establish such compliance;

(e)  receipt by the Administrative Agent, with a copy for each Bank, of a
certificate of an officer of the Borrower acceptable to the Administrative Agent
stating that all consents, authorizations, notices and filings required or advisable in
connection with this Agreement are in full force and effect, and the Administrative
Agent shall have received evidence thereof reasonably satisfactory to it;

(f)  receipt by the Administrative Agent and the Syndication Agent (or
their respective assigns) and by each Bank Party of all fees required to be paid in the
respective amounts heretofore mutually agreed in writing, and all expenses for
which invoices have been presented, on or before the Amendment Effective Date;

(g)  receipt by the Administrative Agent and the Banks of all
documentation and other information requested by the Administrative Agent or such
Bank and required by regulatory authorities under applicable “know your customer”
and anti-money laundering rules and regulations, including, without limitation, the
USA PATRIOT Act (Title III of Pub. L. 107-56); and

(h)  receipt by the Administrative Agent of all documents the Required
Banks may reasonably request relating to the existence of the Borrower, the
corporate authority for and the validity of this Agreement and the Notes, and any
other matters relevant hereto, all in form and substance reasonably satisfactory to the
Administrative Agent.

The Administrative Agent shall promptly notify the Borrower and the Bank
Parties of the Amendment Effective Date, and such notice shall be conclusive and
binding on all parties hereto.

Section 3.02. [Reserved]

Section 3.03. Borrowings and L/C Credit Extensions. The obligation of any
Bank to make a Loan on the occasion of any Borrowing and the obligation of the
Issuing Bank to issue, amend or increase the principal amount thereof or extend any
Letter of Credit (other than an extension pursuant to an Auto-

64



Extension Letter of Credit in accordance with the original terms thereof) is
subject to the satisfaction of the following conditions, in each case at the time of
such Borrowing or L/C Credit Extensions and immediately thereafter:

(a) The Amendment Effective Date shall have occurred on or prior to
November 19, 2015, the First Amendment Effective Date shall have occurred on or
prior to November 18, 2016-and, the Second Amendment Effective Date shall have
occurred on or prior to November 20, 2017 and the Third Amendment Effective
Date shall have occurred on or prior to November 28, 2018;

(b) receipt by the Administrative Agent of a Notice of Borrowing as
required by Section 2.02 or 2.03, as the case may be;

(c) the fact that the Borrower is in compliance with Section 7.11 of the
1994 Indenture, as such Indenture is in effect as of the Effective Date and the
Amendment Effective Date;

(d) Prior to the Commitment Termination Date, the fact that the sum of (i)
the aggregate outstanding principal amount of the Loans and (ii) the Outstanding
Amount of L/C Obligations will not exceed the Aggregate Commitments (as such
Commitments may be increased or decreased from time to time in accordance with
the terms and conditions of this Agreement);

(e) the fact that no Default shall have occurred and be continuing;

() the fact that the representations and warranties of the Borrower (in the
case of a Borrowing or L/C Credit Extension, other than the representations set forth
in Section 4.02(c), Section 4.03 and Section 4.14) contained in this Agreement shall
be true in all material respects (other than any such representations or warranties
that, by their terms, refer to a specific date other than the date of Borrowing or L/C
Credit Extension, in which case such representations and warranties shall be true in
all material respects as of such specific date); provided that, (i) in the case of the
representations set forth in Section 4.02(a) and Section 4.02(b) being made after the
Amendment Effective Date shall be deemed to refer to the most recent balance
sheets and statements furnished pursuant to Section 5.03(b)(ii) and Section 5.03(b)
(1), respectively and (ii) in the case of the representation set forth in Section 4.06
being made after the SeeendThird Amendment Effective Date, such representation
shall be true except to the extent not reasonably expected to have a material adverse
effect on the business, financial position or results of operations of the Borrower;
and

(g2) the fact that (i) there shall be no collateral securing Bonds issued
pursuant to any Indenture of a type other than the types of collateral permitted to
secure Bonds issued pursuant to such Indenture as of the date hereof, (ii) the
allowable amount of eligible collateral then pledged under any Indenture shall not
exceed 150% of the aggregate principal amount of Bonds then outstanding under
such Indenture and (iii) no collateral shall secure Bonds other than (A) eligible
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Section 4.10. Tax Status. The Borrower is exempt from payment of Federal
income tax under Section 501(c)(4) of the Internal Revenue Code.

Section 4.11. Investment Company Act. The Borrower is not an “investment
company” or a company “controlled” by an “investment company”, within the
meaning of the Investment Company Act of 1940, as amended.

Section 4.12. Disclosure. Neither this Agreement nor any document,
certificate, including without limitation any Beneficial Ownership
Certification, or financial statement furnished to any Bank by or on behalf of the
Borrower in connection herewith (all such documents, certificates and financial
statements, taken as a whole) contains, as of the date of delivery thereof and taken as
a whole, any untrue statement of a material fact or omits to state any material fact
necessary in order to make the statements contained herein and therein, in the light of
the circumstances under which they were made, not misleading; provided that, with
respect to projected financial information, the Borrower represents only that such
information was prepared in good faith based upon assumptions believed by it to be
reasonable at the time.

Section 4.13. Subsidiaries. Each of the Borrower’s corporate
Subsidiaries is a corporation duly incorporated, validly existing and in good standing
under the laws of its jurisdiction of incorporation, and has all corporate powers and
all material governmental licenses, authorizations, consents and approvals required to
carry on its business as now conducted.

Section 4.14. Environmental Matters. In the ordinary course of its business,
the Borrower conducts reviews, to the extent appropriate given the nature of its
business operations, of the effect of Environmental Laws on the business, operations
and properties of the Borrower and its Subsidiaries, in the course of which it
identifies and evaluates associated liabilities and costs (including, without limitation,
any capital or operating expenditures required for clean-up or closure of properties
presently or previously owned, any capital or operating expenditures required to
achieve or maintain compliance with environmental protection standards imposed by
law or as a condition of any license, permit or contract, any related constraints on
operating activities, including any periodic or permanent shutdown of any facility or
reduction in the level of or change in the nature of operations conducted thereat, any
costs or liabilities in connection with off-site disposal of wastes or Hazardous
Substances, and any actual or potential liabilities to third parties, including
employees, and any related costs and expenses). On the basis of this review, the
Borrower has reasonably concluded that such associated liabilities and costs,
including the cost of compliance with Environmental Laws, are unlikely to have a
material adverse effect on the business, financial position or results of operations of
the Borrower and its Consolidated Entities, considered as a whole.

Section 4.15. Anti-Corruption Laws and Sanctions. The Borrower has
implemented and maintains in effect policies and procedures designed to cause
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compliance by the Borrower and its Subsidiaries and, when conducting business of
behalf of the Borrower or its Subsidiaries, their respective directors, officers and
employees with Anti-Corruption Laws and applicable Sanctions, and the Borrower
and its Subsidiaries and, to the knowledge of the Borrower, their respective officers,
employees and directors, are in compliance with Anti-Corruption Laws and
applicable Sanctions in all material respects. None of (a) the Borrower, any
Subsidiary or to the knowledge of the Borrower or such Subsidiary any of their
respective directors, officers or employees, or (b) to the knowledge of the Borrower,
any agent of the Borrower or any Subsidiary that will act in any capacity in
connection with or directly benefit from the credit facility established hereby, is a
Sanctioned Person. No Borrowing or Letter of Credit, use of

proceeds or other transaction contemplated by this Agreement will violate Anti-
Corruption Laws or applicable Sanctions.

Section 4.16. FinCEN Beneficial Ownership Certification. On the Third
Amendment Effective Date, the Borrower delivered to the
Administrative Agent and the Banks a Beneficial Ownership Certification
and all documentation and other information requested by the
Administrative Agent or such Bank and required by regulatory authorities
under applicable “know your customer” and anti-money laundering rules
and regulations, including, without limitation, the USA PATRIOT Act (Title I1I_
of Pub. L. 107-56) and the FinCEN beneficial ownership regulations
under the Beneficial Ownership Regulation.

ARTICLE 5
COVENANTS

The Borrower agrees that, so long as any Bank Party has any Commitment
hereunder or any amount payable under any Note or any fee payable pursuant to
Section 2.09 or any other amount then due and payable hereunder remains unpaid or
any Letter of Credit remains outstanding:

Section 5.01. Corporate Existence. Except as otherwise permitted by
Section 5.02 hereof, the Borrower, at its own cost and expense, will, and will cause
each Subsidiary to, do or cause to be done all things necessary to preserve and keep
in full force and effect its corporate existence, and its material rights and franchises;
provided, however, that neither the Borrower nor any Subsidiary shall be required to
preserve any right or franchise or, in the case of a Subsidiary, its corporate existence,
if its Board of Directors shall determine that the preservation thereof is no longer
desirable in the conduct of the business of the Borrower or such Subsidiary (provided
that the termination of the corporate existence of a Subsidiary shall be permitted if the
Board of Directors of the Borrower shall determine that its existence is not desirable
in the conduct of the business of the Borrower) and that the loss thereof is not
disadvantageous in any material respect to the Banks.
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Section 5.02. Disposition of Assets, Merger, Character of Business, etc. The
Borrower will not wind up or liquidate its business or sell, lease, transfer or otherwise
dispose of all or substantially all of its assets as an entirety or in a series of related
transactions and will not consolidate with or merge with or into any other Person
other than a merger with a Subsidiary in which the Borrower is the surviving Person.
The Borrower will not engage in any business other than the business contemplated
by its certificate of incorporation and by-laws, each as in effect on the Amendment
Effective Date.

Section 5.03. Financial Information. (a) The Borrower will, and will cause
each Subsidiary other than the Subsidiaries listed on Schedule 5.03(a) to, keep its
books of account in accordance with U.S. GAAP.

(b) The Borrower will (subject to the last paragraph of this Section 5.03)
furnish to the Administrative Agent for distribution to the Banks:

(1) as soon as available and in any event within 60 days after the
close of each of the first three quarters of each fiscal year of the Borrower, as
at the end of, and for the period commencing at the end of the previous fiscal
year and ending with, such quarter, unaudited consolidated balance sheets of
the Borrower and its Consolidated Entities and the related unaudited
consolidated statements of operations, changes in equity and cash flow of the
Borrower and its Consolidated Entities for such quarter and for the portion of
the Borrower’s fiscal year ended at the end of such quarter, setting forth in
each case in comparative form the figures for the corresponding quarter and
the corresponding portion of the Borrower’s previous fiscal year, all in
reasonable detail and certified (subject to normal year-end adjustments) as to
fairness of presentation in accordance with U.S. GAAP in all material
respects and consistency (except for changes concurred in by the Borrower’s
independent public accountants) by the Chief Executive Officer, the Chief
Financial Officer, Chief Operating-Offieer;-an Assistant Secretary-Treasurer

or the Controller of the Borrower;

(i1) as soon as practicable and in any event within the earlier of (i)
two Domestic Business Days after filing with the Securities and Exchange
Commission and (ii) 120 days after the close of each fiscal year of the
Borrower, as at the end of and for the fiscal year just closed, consolidated
balance sheets of the Borrower and its Consolidated Entities and the related
consolidated statements of operations, changes in equity and cash flow for
such fiscal year for the Borrower and its Consolidated Entities, all in
reasonable detail and certified (without any qualification as to the scope of
the audit) by KPMG LLP or other independent public accountants of
nationally recognized standing selected by the Borrower, who shall have
audited the books and accounts of the Borrower for such fiscal year;
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MUFG BANK, LTD. (F/K/A THE BANK
OF TOKYO-MITSUBISHI UFJ, LTD.)

By: /s/ ROBERT MACFARLANE

Name: Robert MacFarlane
Title: Director

Signature Page to 2020 Facility



AGENT SCHEDULE

Institution Title
JPMorgan Chase Bank, N.A. Administrative Agent
Mizuho Bank, Ltd. Syndication Agent

TheMUFG Bank, Ltd. (f/k/aThe Bank of Tokyo-  Co-Documentation Agent
Mitsubishi UFJ, Ltd.)

The Bank of Nova Scotia Co-Documentation Agent

Royal Bank of Canada Co-Documentation Agent

Agent Schedule



EXISTING COMMITMENT SCHEDULE

Institution

Bank
JPMorgan Chase Bank, N.A.
Mizuho Bank (USA)

Royal Bank of Canada

The Bank of Nova Scotia

MUFG Bank, Ltd. (f/k/a The Bank of Tokyo-
Mitsubishi UFJ, Ltd.)

KeyBank National Association
PNC Bank, National Association
US Bank National Association
SunTrust Bank

Regions Bank

Industrialand C ial Bank of Chi
Limited, New York B |
Apple Bank for Savings

Total:

Commitment Loans
Prior to the QOutstanding on
SeeondThird the SecondThird
Amendment Amendment
Effective Date Effective Date
$0
$180,000,000.00 $0
$187,500,000.00 $0
$187,500,000.00 $0
$187,500,000.00 $0
$187,500,000.00 $0
$180,000,000.00 $0
$150,000,000.00 $0
$125,000,000.00 $0
$125,000,000.00 $0
$75,000,000.00 $0
$405000;000-00 $0
$7,500,000.00 $0
$1.632.500.000.00 $0

1.592.500.000.00

Existing Commitment Schedule




COMMITMENT SCHEDULE

Commitment Schedule

Bank Commitment
JPMorgan Chase Bank, N.A. $180,000.000.00175,
000,000.00

Mizuho Bank (USA) $187:500;000-00175,
000,000.00
—_—

Royal Bank of Canada $H87.500.000.00175,
000.,000.00

The Bank of Nova Scotia $187.500.000.00175,
000,000.00

MUFG Bank, Ltd. (f/k/a The Bank of Tokyo-Mitsubishi UFJ, Ltd.) SES7.500.000.00175,
000,000.00

KeyBank National Association $180,000,000.00
PNC Bank, National Association $150,000,000.00
US Bank National Association $125,000,000.00
SunTrust Bank $125,000,000.00
Regions Bank $75,000,000.00

Apple Bank for Savings $75500,000-005,000.0
00.00

Total: $1.592.500,000.001,5
35.000,000.00

Commitment Schedule



EXISTING LETTERS OF CREDIT

L/C# TFTX-374881 — Deseret Generation & Transmission Cooperative
Beneficiary: Rockwood Casualty Insurance Company

Amount: $1,000,000

Effective Date: October 16, 2012

Expiration Date: November 3028, 201472018

L/C# SLCLSTL11173 — Allamakee-Clayton Electric Cooperative, Inc.
Beneficiary: Universal Service Administrative Company

Amount: $436,080

Effective Date: March 18, 2016

Expiration Date: March 18, 2018

Existing Letters of Credit



EXHIBIT A

FORM OF NOTE

New York, New York [DATE]

For value received, National Rural Utilities Cooperative Finance
Corporation, a not-for-profit cooperative association incorporated under the laws
of the District of Columbia (the “Borrower”), promises to pay to the order of [¢]
(the “Bank”), for the account of its Applicable Lending Office, the principal sum
of [$ 1 (8 ),] or, if less, the aggregate unpaid principal amount of
each Loan and L/C Borrowing made by the Bank to the Borrower pursuant to the
Revolving Credit Agreement referred to below on the Maturity Date with respect
to such Loan or L/C Borrowing. The Borrower promises to pay interest on the
unpaid principal amount of each such Loan and L/C Borrowing on the dates and
at the rate or rates provided for in the Revolving Credit Agreement. All such
payments of principal and interest shall be made in lawful money of the United
States in Federal or other immediately available funds at the office of JPMorgan
Chase Bank, N.A., 1111 Fannin St., 10th Floor, Houston, TX 77002, Attn: Leslie
Hill.

All Loans and L/C Borrowings made by the Bank, the respective types
and maturities thereof and all repayments of the principal thereof shall be
recorded by the Bank and, prior to any transfer hereof, appropriate notations to
evidence the foregoing information with respect to each such Loan then
outstanding may be endorsed by the Bank on the schedule attached hereto, or on a
continuation of
such schedule attached to and made a part hereof; provided that the failure of the
Bank to make any such recordation or endorsement shall not affect the obligations
of the Borrower hereunder or under the Revolving Credit Agreement.

This note is one of the Notes referred to in that certain Amended and Restated
Revolving Credit Agreement, dated as of November 19, 2015, among the
Borrower, the Banks listed on the signature pages thereof, JPMorgan Chase Bank,
N.A., as Administrative Agent and Initial Issuing Bank, Mizuho Bank (USA), as
Syndication Agent, and MUFG Bank, Ltd. (f/k/a The Bank of Tokyo-Mitsubishi
UF]J, Ltd.), The Bank of Nova Scotia and Royal Bank of Canada as Co-
Documentation Agents (as the same may be amended, supplemented or otherwise
modified, from time to time, in each case, pursuant to the terms and conditions
thereof, the “Revolving Credit Agreement”). Terms defined in the Revolving
Credit Agreement are used herein with the same meanings. Reference is made to
the Revolving Credit Agreement for provisions for the prepayment hereof and the
acceleration of the maturity hereof. This Note shall be governed by and construed
in accordance with the laws of the State of New York.
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EXHIBIT C

FORM OF MONEY MARKET QUOTE REQUEST

[Date]
To:  JPMorgan Chase Bank, N.A. (the “Administrative Agent”)

From: National Rural Utilities Cooperative Finance Corporation
(the “Borrower”)

Re:  Amended and Restated Revolving Credit Agreement, dated as of
November 19, 2015, among the Borrower, the Banks listed on the
signature pages thereof, JPMorgan Chase Bank, N.A., as Administrative
Agent and Initial Issuing Bank, Mizuho Bank (USA), as Syndication
Agent, and MUFG Bank, Ltd. (f/k/a The Bank of Tokyo-Mitsubishi UFJ,
Ltd.), The Bank of Nova Scotia and Royal Bank of Canada, as Co-
Documentation Agents (as amended, supplemented, or otherwise modified
from time to time, in each case, pursuant to the terms and conditions
thereof, the “Revolving Credit Agreement”)

We hereby give notice pursuant to Section 2.03 of the Revolving Credit
Agreement that we request Money Market Quotes for the following proposed
Money Market Borrowing(s):

Date of Borrowing:

Principal Amount' Interest Period’

Such Money Market Quotes should offer a Money Market [Margin]
[Absolute Rate]. [The applicable base rate is the London Interbank Offered Rate.]

Terms used herein have the meanings assigned to them in the Revolving
Credit Agreement.

NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE
CORPORATION

By:

! Amount must be $10,000,000 or a larger multiple of $1,000,000.

2Any number of whole months (but not less than one month) (LIBOR Auction) or not
less than 30 days (Absolute Rate Auction), subject to the provisions of the definition of Interest
Period.
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EXHIBIT D

FORM OF INVITATION FOR MONEY MARKET QUOTES

[Date]
To: [Name of Bank]

Re:  Invitation for Money Market Quotes to the National Rural Utilities
Cooperative Finance Corporation (the “Borrower”)

Pursuant to Section 2.03 of the Amended and Restated Revolving Credit
Agreement, dated as of November 19, 2015, among the Borrower, the Banks
listed on the signature pages thereof, JPMorgan Chase Bank, N.A., as
Administrative Agent and Initial Issuing Bank, Mizuho Bank (USA), as
Syndication Agent, and MUFG Bank, Ltd. (f/k/a The Bank of Tokyo-Mitsubishi
UF]J, Ltd.), The Bank of Nova Scotia and Royal Bank of Canada, as Co-
Documentation Agents (as amended, supplemented or otherwise modified from
time to time, in each case, pursuant to the terms and conditions thereof, the
“Revolving Credit Agreement”):

Date of Borrowing:

Principal Amount Interest Period

Such Money Market Quotes should offer a Money Market [Margin]
[Absolute Rate]. [The applicable base rate is the London Interbank Offered Rate.]

Please respond to this invitation by no later than 9:30 A.M. (New York
City time) on [date].

JPMORGAN CHASE BANK, N.A.

By:
Name:
Title:  Authorized Officer
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[provided, that the aggregate principal amount of Money Market Loans for which
the above offers may be accepted shall not exceed $ JE*

We understand and agree that the offer[s] set forth above [is] [are] subject
to the satisfaction of the applicable conditions set forth in the Amended and
Restated Revolving Credit Agreement, dated as of November 19, 2015, among the
Borrower, the Banks listed on the signature pages thereof, JPMorgan Chase Bank,
N.A., as Administrative Agent and Initial Issuing Bank, Mizuho Bank (USA), as
Syndication Agent, and MUFG Bank, Ltd. (f/k/a The Bank of Tokyo-Mitsubishi
UF]J, Ltd.), The Bank of Nova Scotia and Royal Bank of Canada, as Co-
Documentation Agents, as amended, supplemented or otherwise modified from
time to time, in each case, pursuant to the terms and conditions thereof.

Very truly yours,

[NAME OF BANK]

By:
Name:
Title:  Authorized Officer

Dated:
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EXHIBIT F

OPINION OF GENERAL COUNSEL OF THE BORROWER

November 428, 20472018

To the Administrative Agent and each of the Banks party
to the Revolving Credit Agreement referred to below

c/o JPMorgan Chase Bank, N.A.

1111 Fannin Street, 10" Floor

Houston, TX 77002

Ladies and Gentlemen:

Reference is hereby made to (i) that certain Amended and Restated Revolving
Credit Agreement dated as of November 19, 2015 (as amended by the Amendments
(defined below), the “Extended Agreement”), by and among the Borrower, the
Banks listed on the signature pages thereof, JPMorgan Chase Bank, N.A., as
Administrative Agent and Initial Issuing Bank, Mizuho Bank (USA), as successor
Syndication Agent, and MUFG Bank, Ltd. (f/k/a The Bank of Tokyo-Mitsubishi
UF]J, Ltd.), The Bank of Nova Scotia, and Royal Bank of Canada, as Co-
Documentation Agents, (ii) that certain Amendment No. 1 dated as of November
18,2016 ( “Amendment No. 1”°), by and among the Borrower, the Banks listed on
the signature pages thereof, JPMorgan Chase Bank, N.A., as Administrative Agent
and Initial Issuing Bank, Mizuho Bank (USA), as Syndication Agent, and MUFG
Bank, Ltd. (f/k/a The Bank of Tokyo-Mitsubishi UFJ, Ltd.), The Bank of Nova
Scotia, and Royal Bank of Canada, as Co-Documentation Agents and (iii) that
certain Amendment No. 23 dated as of November 2028, 26172018 (“Amendment
No. 23” and together with Amendment No. 1 and Amendment No. 2, the
“Amendments”), by and among the Borrower, the Banks listed on the signature
pages thereof, JPMorgan Chase Bank, N.A., as Administrative Agent and Initial
Issuing Bank, Mizuho Bank, Ltd., as Syndication Agent, and MUFG Bank, Ltd.
(f/k/a The Bank of Tokyo-Mitsubishi UFJ, Ltd.), The Bank of Nova Scotia, and
Royal Bank of Canada, as Co-Documentation Agents. I, Roberta B. Aronson,
General Counsel of the National Rural Utilities Cooperative Finance Corporation
(the “Borrower”), am delivering this opinion at the request of the Borrower
pursuant to Section 7(b) of Amendment No. 2. Terms defined in the Extended
Agreement are used herein as therein defined.

I have examined originals or copies, certified or otherwise identified to my
satisfaction, of such documents, corporate records, certificates of public officials
and other instruments and have conducted such other investigations of fact and law
as | have deemed necessary or advisable for purposes of this opinion. This opinion
is limited to the laws of the District of Columbia.

Upon the basis of the foregoing, I am of the opinion that:
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EXHIBIT G

ASSIGNMENT AND ASSUMPTION AGREEMENT

AGREEMENT dated as of ,20 _among [ASSIGNOR] (the
“Assignor”), [ASSIGNEE] (the “Assignee”), NATIONAL RURAL UTILITIES
COOPERATIVE FINANCE CORPORATION (the “Borrower’) and
JPMORGAN CHASE BANK, N.A., as Administrative Agent (the “Agent”).

WITNESSETH

WHEREAS, this Assignment and Assumption Agreement (the
“Agreement”) relates to the Amended and Restated Revolving Credit Agreement,
dated as of November 19, 2015 (as amended, supplemented or otherwise modified
from time to time, in each case pursuant to the terms and conditions thereof, (the
“Credit Agreement”), among the Borrower, the Banks listed on the signature
pages thereof, JPMorgan Chase Bank, N.A., as Administrative Agent and Initial
Issuing Bank (the “Agent”), and Mizuho Bank (USA), as Syndication Agent, and
MUFG Bank, Ltd. (f/k/a The Bank of Tokyo-Mitsubishi UFJ, Ltd.), The Bank of
Nova Scotia and Royal Bank of Canada, as Co-Documentation Agents.

WHEREAS, as provided under the Credit Agreement, the Assignor has a
Commitment to make Loans and/or make or participate in L/C Obligations to the
Borrower in an aggregate principal amount at any time outstanding not to exceed

$ ;

WHEREAS, Committed Loans and L/C Obligations made to the Borrower
by the Assignor under the Credit Agreement in the aggregate principal amount of
$ are outstanding at the date hereof; and

WHEREAS, the Assignor proposes to assign to the Assignee all of the
rights of the Assignor under the Credit Agreement in respect of a portion of its
Commitment thereunder in an amount equal to $ (the “Assigned
Amount”), together with a corresponding portion of its outstanding Committed
Loans and/or L/C Obligations, and the Assignee proposes to accept assignment of
such rights and assume the corresponding obligations from the Assignor on such
terms;

NOW, THEREFORE, in consideration of the foregoing and the mutual
agreements contained herein, the parties hereto agree as follows:

SECTION 1. Definitions. All capitalized terms not otherwise defined
herein shall have the respective meanings set forth in the Credit Agreement.

SECTION 2. Assignment. The Assignor hereby assigns and sells to the
Assignee all of the rights of the Assignor under the Credit Agreement to the extent
of the Assigned Amount, and the Assignee hereby accepts such assignment from
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EXHIBIT H-1

[FORM OF]
U.S. TAX CERTIFICATE

(For Non-U.S. Bank Parties That Are Not Partnerships For U.S. Federal
Income Tax Purposes)

Reference is hereby made to the Amended and Restated Revolving Credit
Agreement dated as of November 19, 2015 (as amended, supplemented or
otherwise modified from time to time, the “Credit Agreement”), among the
Borrower, the Banks listed on the signature pages thereof, JPMorgan Chase Bank,
N.A., as Administrative Agent and Initial Issuing Bank, Mizuho Bank (USA), as
Syndication Agent, and MUFG Bank, Ltd. (f/k/a The Bank of Tokyo-Mitsubishi
UFJ, Ltd.), The Bank of Nova Scotia and Royal Bank of Canada, as Co-
Documentation Agents.

Pursuant to the provisions of Section 2.16 of the Credit Agreement, the
undersigned hereby certifies that (i) it is the sole record and beneficial owner of
the Loan(s) (as well as any Note(s) evidencing such Loan(s)) in respect of which
it is providing this certificate, (ii) it is not a bank within the meaning of
Section 881(c)(3)(A) of the Code, (iii) it is not a member of Borrower, it does not
exercise voting power over Borrower and is not a ten percent sharecholder of the
Borrower within the meaning of Section 871(h)(3)(B) of the Code, (iv) it is not a
controlled foreign corporation related to the Borrower as described in
Section 881(c)(3)(C) of the Code and (v) the interest payments in question are not
effectively connected with the undersigned’s conduct of a U.S. trade or business.

The undersigned has furnished the Administrative Agent and the Borrower
with a certificate of its non-U.S. person status on IRS Form W-8BEN. By
executing this certificate, the undersigned agrees that (1) if the information
provided on this certificate changes, the undersigned shall promptly so inform the
Borrower and the Administrative Agent and (2) the undersigned shall have at all
times furnished the Borrower and the Administrative Agent with a properly
completed and currently effective certificate in either the calendar year in which
each payment is to be made to the undersigned, or in either of the two calendar
years preceding such payments.

Unless otherwise defined herein, terms defined in the Credit Agreement
and used herein shall have the meanings given to them in the Credit Agreement.

[NAME OF BANK PARTY]

By:
Name:
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EXHIBIT H-2
[FORM OF]

U.S. TAX CERTIFICATE
(For Non-U.S. Bank Parties That Are Partnerships For U.S. Federal Income
Tax Purposes)

Reference is hereby made to the Amended and Restated Revolving Credit
Agreement dated as of November 19, 2015 (as amended, supplemented or
otherwise modified from time to time, the “Credit Agreement”), among the
Borrower, the Banks listed on the signature pages thereof, JPMorgan Chase Bank,
N.A., as Administrative Agent and Initial Issuing Bank, Mizuho Bank (USA), as
Syndication Agent, and MUFG Bank, Ltd. (f/k/a The Bank of Tokyo-Mitsubishi
UFJ, Ltd.), The Bank of Nova Scotia and Royal Bank of Canada, as Co-
Documentation Agents.

Pursuant to the provisions of Section 2.16 of the Credit Agreement, the
undersigned hereby certifies that (i) it is the sole record owner of the Loan(s) (as
well as any Note(s) evidencing such Loan(s)) in respect of which it is providing
this certificate, (ii) its direct or indirect partners/members are the sole beneficial
owners of such Loan(s) (as well as any Note(s) evidencing such Loan(s)), (iii)
with respect to the extension of credit pursuant to this Credit Agreement, neither
the undersigned nor any of its direct or indirect partners/members is a bank
extending credit pursuant to a loan agreement entered into in the ordinary course
of its trade or business within the meaning of Section 881(c)(3)(A) of the Code,
(iv) none of its direct or indirect partners/members is a member of Borrower,
exercise voting power over Borrower or otherwise is a ten percent shareholder of
the Borrower within the meaning of Section 871(h)(3)(B) of the Code, (v) none of
its partners/members is a controlled foreign corporation related to the Borrower as
described in Section 881(c)(3)(C) of the Code, and (vi) the interest payments in
question are not effectively connected with the undersigned’s or its direct or
indirect partners/members’ conduct of a U.S. trade or business.

The undersigned has furnished the Administrative Agent and the Borrower
with IRS Form W-8IMY accompanied by an IRS Form W-8BEN from each of its
partners/members claiming the portfolio interest exemption. By executing this
certificate, the undersigned agrees that (1) if the information provided on this
certificate changes, the undersigned shall promptly so inform the Borrower and
the Administrative Agent and (2) the undersigned shall have at all times furnished
the Borrower and the Administrative Agent with a properly completed and
currently effective certificate in either the calendar year in which each payment is
to be made to the undersigned, or in either of the two calendar years preceding
such payments.
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EXHIBIT H-3
[FORM OF]

U.S. TAX CERTIFICATE
(For Non-U.S. Participants That Are Not Partnerships For U.S. Federal
Income Tax Purposes)

Reference is hereby made to the Amended and Restated Revolving Credit
Agreement dated as of November 19, 2015 (as amended, supplemented or
otherwise modified from time to time, the “Credit Agreement’), among the
Borrower, the Banks listed on the signature pages thereof, JPMorgan Chase Bank,
N.A., as Administrative Agent and Initial Issuing Bank, Mizuho Bank (USA), as
Syndication Agent, and MUFG Bank, Ltd. (f/k/a The Bank of Tokyo-Mitsubishi
UFJ, Ltd.), The Bank of Nova Scotia and Royal Bank of Canada, as Co-
Documentation Agents.

Pursuant to the provisions of Section 2.16 of the Credit Agreement, the
undersigned hereby certifies that (i) it is the sole record and beneficial owner of
the participation in respect of which it is providing this certificate, (ii) it is not a
bank within the meaning of Section 881(c)(3)(A) of the Code, (iii) it is not a ten
percent shareholder of the Borrower within the meaning of Section 871(h)(3)(B)
of the Code, (iv) it is not a controlled foreign corporation related to the Borrower
as described in Section 881(c)(3)(C) of the Code, and (v) the interest payments in
question are not effectively connected with the undersigned’s conduct of a U.S.
trade or business.

The undersigned has furnished its participating Bank with a certificate of
its non-U.S. person status on IRS Form W-8BEN. By executing this certificate,
the undersigned agrees that (1) if the information provided on this certificate
changes, the undersigned shall promptly so inform such Bank in writing and (2)
the undersigned shall have at all times furnished such Bank with a properly
completed and currently effective certificate in either the calendar year in which
each payment is to be made to the undersigned, or in either of the two calendar
years preceding such payments.

Unless otherwise defined herein, terms defined in the Credit Agreement
and used herein shall have the meanings given to them in the Credit Agreement.

[NAME OF PARTICIPANT]
By:

Name:

Title:
Date: ,20[ ]
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EXHIBIT H-4
[FORM OF]

U.S. TAX CERTIFICATE
(For Non-U.S. Participants That Are Partnerships For U.S. Federal Income
Tax Purposes)

Reference is hereby made to the Amended and Restated Revolving Credit
Agreement dated as of November 19, 2015 (as amended, supplemented or
otherwise modified from time to time, the “Credit Agreement”), among the
Borrower, the Banks listed on the signature pages thereof, JPMorgan Chase Bank,
N.A., as Administrative Agent and Initial Issuing Bank, Mizuho Bank (USA), as
Syndication Agent, and MUFG Bank, Ltd. (f/k/a The Bank of Tokyo-Mitsubishi
UFJ, Ltd.), The Bank of Nova Scotia and Royal Bank of Canada, as Co-
Documentation Agents.

Pursuant to the provisions of Section 2.16 of the Credit Agreement, the
undersigned hereby certifies that (i) it is the sole record owner of the participation
in respect of which it is providing this certificate, (i1) its partners/members are the
sole beneficial owners of such participation, (iii) with respect such participation,
neither the undersigned nor any of its partners/members is a bank extending credit
pursuant to a loan agreement entered into in the ordinary course of its trade or
business within the meaning of Section 881(c)(3)(A) of the Code, (iv) none of its
partners/members is a ten percent shareholder of the Borrower within the meaning
of Section 871(h)(3)(B) of the Code, (v) none of its partners/members is a
controlled foreign corporation related to the Borrower as described in
Section 881(¢c)(3)(C) of the Code, and (vi) the interest payments in question are
not effectively connected with the undersigned’s or its partners/members’ conduct
of a U.S. trade or business.

The undersigned has furnished its participating Bank with IRS
Form W-8IMY accompanied by an IRS Form W-8BEN from each of its partners/
members claiming the portfolio interest exemption. By executing this certificate,
the undersigned agrees that (1) if the information provided on this certificate
changes, the undersigned shall promptly so inform such Bank and (2) the
undersigned shall have at all times furnished such Bank with a properly
completed and currently effective certificate in either the calendar year in which
each payment is to be made to the undersigned, or in either of the two calendar
years preceding such payments.

Unless otherwise defined herein, terms defined in the Credit Agreement
and used herein shall have the meanings given to them in the Credit Agreement.

[NAME OF PARTICIPANT]
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RUS

SERIES N BOND PURCHASE AGREEMENT made as
of November 15, 2018, by and among the FEDERAL
FINANCING BANK ("FFB"), a body corporate and
instrumentality of the United States of America, the NATIONAL
RURAL UTILITIES COOPERATIVE FINANCE
CORPORATION (the "Borrower"), a cooperative association
organized and existing under the laws of the District of Columbia,
and the ADMINISTRATOR of the RURAL UTILITIES
SERVICE ("RUS"), a Rural Development agency of the United
States Department of Agriculture.

WHEREAS, RUS is authorized, pursuant to the Guarantee Authority (as hereinafter
defined), to guarantee loans that meet the requirements of the Guarantee Authority; and

WHEREAS, FFB is authorized, under section 6(a) of the FFB Act (as hereinafter
defined), to make commitments to purchase, and to purchase on terms and conditions determined
by FFB, any obligation that is issued, sold, or guaranteed by an agency of the United States of
America; and

WHEREAS, FFB 