











DiSCLOSURE INFORMATION — UNAUDITED — (CONTINUED)
COMPENSATION

Summary Compensation Table
($ in thousands)

Deferred/
($ in thousands) Year Salary Bonus Perquisite Total
Chief Executive Officer
Thomas A. Brown 2006 259 120 379
2005 243 114 357
2004 207 263 470
Aggregate Number of
Senior Officers
Four 2006 509 77 74 660
Four 2005 533 96 629
Five 2004 523 70 593

The aggregate annual compensation during the fiscal year 2006 of the five most highly paid officers/employees
amounted to $1.0 million. Disclosure of the total compensation paid during the last fiscal year to any senior
officer, or to any other employee included in the aggregate is available to shareholders upon request.

During 2002, the Association initiated a supplemental executive retirement plan (SERP) to provide
supplemental retirement compensation to the chief executive officer. Since that time, funds have been
contributed into a trust as a deferred compensation arrangement. In its sole discretion, the Association may
make contributions to the trust in amounts and at times to be determined by the Board of Directors; however, the
Association shall not be obligated to make any further contributions except as provided in any outstanding
employment agreements. The Board of Directors elected to make contributions into the trust in the amounts of
$120 thousand, $114 thousand and $200 thousand for the years 2006, 2005 and 2004, respectively. Payout of
the amounts in trust is subject to specific performance parameters and may be forfeited for non-performance.
Through 2004, the CEO was allowed to make personal contributions to the fund. This feature was eliminated
effective January 1, 2005, when the SERP was amended to bring the plan into compliance with newly adopted
IRS statutes.

Based on their discretion, the Association Directors have granted bonuses to staff. These discretionary
distributions have been based upon the strong performance of certain financial indicators during the calendar
year, and do not imply or guarantee future distributions. When they have occurred, the distributions have taken
place at year-end. Additionally, an incentive bonus for originating leases is in place and returns 50 percent of
the origination fee to employees with half of the bonus to the individual originating employee, and half to a pool
shared by all qualifying employees. Origination fees are paid to the employee monthly. The pooled share is
distributed annually in December.

At the end of 2005, the Directors approved a new long-term retention plan commencing in 2006 for key
personnel based on a three-year deferred payout. Employee eligibility is determined from criteria established by
the Directors. Funding of the plan is based on achieving specific Association performance levels for operating
expense cost per hundred, return on assets and the financial institution rating system grade. Annual individual
participation is based upon achieving specific performance levels established separately for the credit, service
and appraisal staff.
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The Association also utilizes an Employee Recognition Program designed to recognize outstanding job
performance and productivity. There are three levels related to marketing to new and existing members as well
as awards for excellent service. Each category includes a monetary award in addition to peer recognition.
Performance is assessed and awarded each quarter with annual top producer awards.

TRANSACTIONS WITH SENIOR OFFICERS AND DIRECTORS

The Association's policies on loans to and transactions with its senior officers and directors, required to be
disclosed in this section, are incorporated herein by reference from Note 12 to the financial statements, "Related
Party Transactions,” included in this Annual Report to shareholders. In the opinion of management, no loans to
directors or senior officers, their immediate families, and affiliated organizations at December 31, 2006,
involved more than a normal risk of collectibility during 2006.

INVOLVEMENT IN CERTAIN LEGAL PROCEEDINGS

Actions are pending against the Association in which claims for money damages are asserted. Based on current
information, management and legal counsel are of the opinion that the ultimate liability, if any resulting there
from, would not be material in relation to the financial position of the Association.

RELATIONSHIP WITH INDEPENDENT ACCOUNTANTS

There were no changes nor were there any material disagreements with our independent accountants on any
matter of accounting principles or financial statement disclosures during this period.

BORROWER PRIVACY

Borrower privacy is important to us. We want each borrower to know that financial and other personal
information is held in strict confidence. Since 1972, Farm Credit Administration regulations have forbidden the
directors and employees of Farm Credit institutions from disclosing personal borrower information to others
without customer consent. We do not sell or trade our customers’ personal information to marketing companies
or information brokers.

Borrower privacy and the security of the borrowers’ personal information are vital to the Association’s
continued ability to serve customers’ ongoing credit needs. Farm Credit Administration regulations allow us to
disclose customer information to others only in the following situations:

o When requested by another Farm Credit institution as is prudent in their contemplation of a lending
relationship.

e As a credit reference for other lenders and to provide information to a credit bureau or other consumer

reporting agency.

In certain types of legal or law enforcement proceedings.

To provide information to auditors for the purpose of confirming loan balances and terms.

FCA and other third-party examiners may review loan files during regular examinations of our association.

If one of our employees applies to become a licensed real estate appraiser, the State agency that licenses

appraisers may be given copies of real estate appraisal reports when required. We will first remove as much

personal information from the appraisal report as possible.

FINANCIAL STATEMENTS

The financial statements, together with the report thereon, of PricewaterhouseCoopers LLP dated
February 28, 2007, appearing on page 16 of this Annual Report to shareholders are incorporated herein by
reference.
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