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O U R  M I S S I O N

To provide access to credit and related services to farmers 

and ranchers in our region as an efficient organization that 

delivers service with people that are passionate about 

creating the best possible customer experience to the 

generations of farmers and ranchers that we proudly serve.

O U R  V I S I O N

To be the premier lender of choice in our region.

C O M P A N Y  V A L U E S

Collaborative

Committed

Customer Focused

Excellence

Responsible

Strategic
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L E T T E R  T O  S H A R E H O L D E R S

D E A R  M E M B E R :

It is our pleasure to present you with the audited 

financial results of our operations for the fiscal year 

2016. Overall the year was a financial success for the 

organization, and reflected the continued success of 

our membership. We again focused the organization 

on the achievement of its mission through progress 

toward accomplishing our strategic objectives. 

Over the past few years, FMFC has been focused on 

increasing our financial strength through stronger 

operating efficiency, investing in partnerships that 

help to increase our capacity, and also taking steps to 

effect the best-possible experience for our customers.

We are in fact a mission driven lender that is a farmer 

owned cooperative; we understand that we can create 

value for our members by lending responsibly, and 

operating efficiently. When we successfully fulfill 

these objectives, we strengthen our value proposition 

with our member-customers.

C O N D I T I O N S

Generally, the regional agronomic and economic 

conditions were stable during our fiscal year 2016 

although global economic uncertainty persisted. 

Fresno Madera Farm Credit services a region that 

features substantial diversification in the commodities 

that are grown by our member-customers. Profitability 

for all commodities remained relatively stable, however 

we did observe deterioration in the value of select crops 

including raisins. Our member-customers incurred 

higher input costs to grow most crops including 

increased costs to source irrigation water, and higher 

interest costs because of an increase in short-term 

interest rates that occurred over the course of the year.

We have noted an increased risk to agricultural trade 

as a result of the continued strengthening of  the

U.S. dollar. Uncertainty around agricultural exports 

will continue as a result of currency exchange rates, 

and as the terms of U.S. trade agreements with other 

countries are reviewed in the current environment.

M E M B E R S

Overall, our members continue to benefit from 

conditions that favor profits for most of the 

commodities that they grow despite select uncertain 

conditions involving trade, and the strength of the 

dollar against other currencies. Member liquidity 

is strong and reflects the overall profitability from 

the past several years. There are some challenges 

that loom in the form of weakening prices in select 

commodities including raisins, and also because of 

legislation intended to limit access to ground water in 

future years.

2 0 1 6  F I N A N C I A L  R E S U L T S

PORTFOLIO QUALITY

Continued member profitability continues to drive 

overall strength in our portfolio as credit quality 

remains high. At the end of 2016, 100.0% of our total 

loans were classified as “Acceptable” or “OAEM” (Other 

Assets Especially Mentioned). The Association had $31 

thousand of loans outstanding in nonaccrual status; 

these levels are at historically strong levels.

EARNINGS

Our net interest income increased by 12.2% or 

$3.0 million from 2015 as a result of growth in our 

average loans outstanding. Our loan growth was 
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the result of new loans, and advances from loans we 

made in previous years; overall our average loans 

outstanding grew by $66.3 million, which represents 

a 6.7% increase from 2015.      Noninterest income also 

increased from 2015 by $1.2 million or 23.0% to $6.5 

million and is mostly comprised of patronage income 

that was received from our funding bank, CoBank.

The increased interest and non-interest income, 

combined with continued expense control resulted in net 

income for the fiscal year end 2016 of $20.4 million. This 

represents a $3.7 million, or 22.5% increase from 2015.

P A T R O N A G E

One of the most unique aspects of FMFC is our 

structure as a farmer owned cooperative. As a result of 

this structure, excess margin is returned to members 

each year after current-year needs are met, and 

future needs such as projected growth and changes 

in credit quality are considered. Once these needs 

are addressed, excess interest is returned to the 

members according to our patronage program, as 

cash patronage dividends.

This year, FMFC will be distributing $9.25 million of 

cash patronage to the members which amounts to 

0.75% of our patronage sourced volume for 2016 

and 51% of our patronage sourced earnings. This 

patronage payment is a 47% increase from the 

amount distributed to members last year from our 

2015 earnings. We strongly believe that our patronage 

program is an important part of our value proposition 

to our members.

C A P I T A L

Member capital increased to $247.7 million at the 

end of the fiscal year 2016; this 4.7% increase is the 

result of earnings that were retained after patronage 

was allocated. Despite 6.7% growth in average 

loans outstanding, our average risk adjusted assets 

increased by just 0.6% because of a decrease in off- 

balance sheet assets which include unused loan 

commitments. These factors combined to increase 

our Permanent Capital Ratio to 18.48% at the end of 

2016 compared to 17.54% for the previous year. These 

levels exceed the board-established minimum, and 

the regulatory minimum.

S U M M A R Y

We are pleased to report these results to you, and 

appreciate that among other factors, they represent the 

ongoing operational and financial stewardship of our 

membership, and on behalf of the board of directors 

and the staff, we want to thank the membership for your 

continued support of FMFC. Your ongoing loyalty and 

support are critical to our continued success as we focus 

on delivering the capacity that you need to operate 

your farms and ranches – in good times and bad.

Jeffrey Jue 
CHAIRMAN OF THE BOARD

Keith Hesterberg 
CHIEF EXECUTIVE OFFICER
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2016 YEAR IN REVIEW
INFORMATION AS OF 12/31/16

LOAN PRINCIPAL COMPOSITION

Other

Madera

Fresno

Lease Receivables

Processing and Marketing

Cooperatives

Production & 
Intermediate Term

Real Estate Mortgage

BY TYPEBY COUNTY

TOTAL VOLUME OUTSTANDING BY COMMODITY

47%

34%

19%

65% 18%

6%

8%

3%

27%

20%

11%

8%

8%

8%

8%

7%
3%

Almonds

Ag Related Business

Other

Vegetables & Melons

Tree Fruit

Dair y

Raisins

Wine & Table Grapes

Beef & Livestock
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NET INCOME LOAN PRINCIPAL

RETURN ON AVERAGE ASSETS PERMANENT CAPITAL RATIO

TOTAL ASSETS

2016
2015

2014
2013

17
.5

4
%

18
.4

8
%

17
.4

8
%

17
.6

7
%

2012

17
.6

8
%

2016
2015

2014
2013

1.
6

0
% 1.
8

4
%

1.
6

3%

1.
51

%

2012

1.
53

%

2016
2015

2014
2013

16
,6

3
7

2
0

,3
7

7

15
,7

9
2

14
,2

5
7

2012

13
,9

8
8

2016
2015

2014
2013

1,
13

2
,0

8
7

1,
12

2
,1

5
2

1,
0

5
2

,4
8

9

9
9

5
,5

5
7

2012

9
7

5
,3

6
3

2016
2015

2014
2013

1,
0

7
2

,8
6

8

1,
0

5
6

,7
4

6

1,
0

0
2

,1
0

9

9
4

8
,4

4
3

2012

9
2

8
,1

3
1

4
2.

0
%

4
0

.2
%

4
3.

0
%4

9
.7

%

4
5.

0
%

EFFICIENCY RATIO

2016
2015

2014
2013
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DOLLARS IN THOUSANDS DOLLARS IN THOUSANDSDOLLARS IN THOUSANDS

PATRONAGE DISTRIBUTIONS
More than $32 Million declared since 2012

2013 2014 2015 2016
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David Ylarregui
SVP FIELD OPERATIONS

Stephanie Graham
CHIEF ADMINISTRATIVE OFFICER

Joe Soto
CHIEF FINANCIAL OFFICER

Dan Kiggens
CHIEF CREDIT OFFICER

Keith Hesterberg 
CHIEF EXECUTIVE OFFICER

BOTTOM LEFT TO RIGHT

Fred Fagundes, Lance Shebelut, Jeff Yribarren, Edward Martinazzi, Jeffrey Jue

TOP LEFT TO RIGHT

Daniel Errotabere, Steve Schafer, Denise Waite, John Simpson, Victor Sahatdjian

E X E C U T I V E  M A N A G E M E N T  T E A M 



G I V I N G  B A C K 
to  the Communit y

At Fresno Madera Farm Credit, we believe that supporting 

our community is an essential part of serving our mission. 

That’s why we are proud to help sustain a wide variety 

of programs and events that promote the future of 

agriculture. In 2016, we donated more than $131,000 to 

local non-profit organizations and ag-related programs.  

In addition to the monetary donations, our staff also 

volunteered at various events to further support these 

organizations and programs.  It’s through the dedication 

and efforts of our staff that we are able to impact the 

future of agriculture.
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Nothing says farming, food and fun like The Big Fresno 

Fair, and nothing demonstrates Fresno Madera Farm 

Credit’s commitment to this time honored tradition 

like our 2016 induction into The Big Fresno Fair Hall of 

Fame. 

Established in 2007, the Hall of Fame honors those 

who demonstrate long-time continued support and 

extraordinary passion for the 

betterment of The Big Fresno 

Fair. “The Hall of Fame provides 

an opportunity to publicly 

announce and display our 

appreciation for those who 

have shown the highest level 

of commitment to the Fair,” said 

John C. Alkire, CEO of The Big 

Fresno Fair. “Each one of the 

inductees has demonstrated 

immense support and extraordinary desire to see The 

Big Fresno Fair improve for our community each year. 

It is because of them that the traditions of the Fair 

continue to thrive year after year.”

To be nominated and inducted into The Big Fresno Fair 

Hall of Fame is a sincere honor for Fresno Madera Farm 

Credit. For years, we’ve sponsored the Champions Club, 

belt buckles, livestock auction add-ons and hosted the 

4-H/FFA breakfasts held 4 mornings during the fair. 

Most recently, we supported the new Toolbox program, 

in which 4-H and FFA leaders submit applications for 

deserving students in need of tools to further their 

education or future career goals. 

Above and beyond the 

monetary support, our staff 

spent numerous volunteer 

hours working at the livestock 

auction, cooking breakfasts 

and conducting Champions of 

Excellence interviews. Standing 

behind our farmers and 

ranchers – young and old, new 

and experienced, small and large – is just what we do. 

We take pride in providing reliable access to credit and 

other financial services because we are fulfilling our 

mission and investing in the future of agriculture.

FRESNO MADERA FARM CREDIT ’S

N E W  C L A I M  T O  F A M E 
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Denise Waite
AUDIT COMMITTEE CHAIR
Fresno Madera Farm Credit, ACA
Fresno Madera PCA, FLCA

Jeff Jue 
CHAIRMAN OF THE BOARD
Fresno Madera Farm Credit, ACA
Fresno Madera PCA, FLCA

Keith Hesterberg
PRESIDENT AND CHIEF EXECUTIVE 
OFFICER
Fresno Madera Farm Credit, ACA
Fresno Madera PCA, FLCA

Daniel Errotabere 
AUDIT COMMITTEE MEMBER
Fresno Madera Farm Credit, ACA
Fresno Madera PCA, FLCA

Daniel W. Kiggens
SENIOR VICE PRESIDENT AND CHIEF 
CREDIT OFFICER
Fresno Madera Farm Credit, ACA
Fresno Madera PCA, FLCA

                              

The consolidated financial statements of Fresno 

Madera Farm Credit, ACA (Association) are prepared 

and reviewed by Management, who is responsible 

for their integrity and objectivity, including amounts 

that must necessarily be based on judgments and 

estimates. In the opinion of Management, the 

accompanying financial statements fairly present 

the financial condition and results of operations 

of the Association, in conformity with accounting 

principles generally accepted in the United States 

of America. Other financial information included in 

the 2016 Annual Report is consistent with that in the 

consolidated financial statements.

To meet its responsibility for reliable financial 

information, Management depends on the 

Association’s accounting and internal control systems, 

which have been designed to provide reasonable, but 

not absolute, assurance that assets are safeguarded 

and transactions are properly authorized and recorded. 

To monitor compliance, the Association engaged 

CoBank, ACB’s Internal Audit staff to perform audits 

of the accounting records, review accounting systems 

and internal controls, and recommend improvements 

as appropriate. The consolidated financial statements 

are examined by PricewaterhouseCoopers LLP, 

independent auditors. The Association is also examined 

by the Farm Credit Administration.

The Audit Committee of the Board of Directors has 

overall responsibility for the Association’s system 

of internal control and financial reporting. The 

Audit Committee meets and consults regularly 

with Management and the auditors to review the 

manner in which these groups are performing their 

responsibilities and to carry out the Board’s oversight 

role with respect to auditing, internal controls, and 

financial reporting matters. These auditors also have 

direct access to the Audit Committee.

The undersigned certify that the Fresno Madera Farm 

Credit, ACA 2016 Annual Report has been prepared and 

reviewed in accordance with all applicable statutory 

or regulatory requirements, and that the information 

contained herein is true, accurate and complete to the 

best of our knowledge and belief.

March 16, 2017

REPOR T OF

M A N A G E M E N T

Jeff Yribarren
AUDIT COMMITTEE VICE CHAIR
Fresno Madera Farm Credit, ACA
Fresno Madera PCA, FLCA

 
Joe Soto 
SENIOR VICE PRESIDENT AND CHIEF 
FINANCIAL OFFICER
Fresno Madera Farm Credit, ACA
Fresno Madera PCA, FLCA

Joe Soto Senior Vice President and



112016 ANNUAL REPORT

F
R

E
S

N
O

 M
A

D
E

R
A

 F
A

R
M

 C
R

E
D

IT

The Audit Committee (Committee) is comprised of four 

members from the Board of Directors of Fresno Madera 

Farm Credit, ACA (Association). In 2016, eight Committee 

meetings were held. The Committee oversees the 

scope of the Association’s internal audit program, the 

independence of the outside auditors, the adequacy 

of the Association’s system of internal controls and 

procedures, and the adequacy of management’s action 

with respect to recommendations arising from those 

auditing activities. The Committee’s responsibilities are 

described more fully in the Internal Controls Policy and 

the Audit Committee Charter.

The Committee approved the appointment of 

PricewaterhouseCoopers, LLP (PwC) as the Association’s 

independent auditors for 2016. The fees for professional 

services rendered for the Association by its independent 

auditor, PwC, during 2016 were $63,700 for audit 

services, $15,325 for tax services. The Committee 

reviewed the non-audit services provided by PwC and 

concluded these services were not incompatible with 

maintaining the independent auditor’s independence.

Management is responsible for the Association’s internal 

controls and the preparation of the consolidated financial 

statements in accordance with accounting principles 

generally accepted in the United States of America. PwC 

is responsible for performing an independent audit of 

the Association’s consolidated financial statements in 

accordance with auditing standards generally accepted 

in the United States of America and to issue a report 

thereon. The Committee’s responsibilities include 

monitoring and overseeing these processes.

In this context, the Committee reviewed and discussed 

the Association’s Quarterly Reports and the Association’s 

audited financial statements for the year ended 

December 31, 2016 (the “Financial Statements”) with 

management. The Committee also reviews with PwC 

the matters required to be discussed by Statements 

on Auditing Standards. Both PwC and the Association’s 

internal auditors directly provide reports on significant 

matters to the Committee.

Based on the foregoing review and discussions and 

relying thereon, the Committee recommended that the 

Board of Directors include the Financial Statements in 

the Association’s Annual Report to Shareholders for the 

year ended December 31, 2016 and for filing with the 

Farm Credit Administration.

March 16, 2017

AUDIT COMMIT TEE

R E P O R T

Denise Waite, AUDIT COMMITTEE CHAIR

A U D I T  C O M M I T T E E  M E M B E R S
Denise Waite, AUDIT COMMITTEE CHAIR

Jeff Yribarren, AUDIT COMMITTEE VICE CHAIR

Daniel Errotabere, AUDIT COMMITTEE MEMBER 

Jeff Jue, CHAIRMAN OF THE BOARD 
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Report of Independent Auditors 

To the Board of Directors of 
Fresno Madera Farm Credit, ACA 

We have audited the accompanying consolidated financial statements of Fresno Madera Farm Credit, ACA, 
and its subsidiaries (the Association), which comprise the consolidated statement of condition as of 
December 31, 2016, 2015, and 2014, and the related consolidated statements of comprehensive income, of 
changes in members’ equity, and of cash flows for the years then ended.  

Management's Responsibility for the Consolidated Financial Statements 

Management is responsible for the preparation and fair presentation of the consolidated financial 
statements in accordance with accounting principles generally accepted in the United States of America; 
this includes the design, implementation, and maintenance of internal control relevant to the preparation 
and fair presentation of consolidated financial statements that are free from material misstatement, whether 
due to fraud or error. 

Auditors’ Responsibility 

Our responsibility is to express an opinion on the consolidated financial statements based on our audits.  
We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America.  Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the consolidated financial statements are free from material misstatement.   

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
consolidated financial statements.  The procedures selected depend on our judgment, including the 
assessment of the risks of material misstatement of the consolidated financial statements, whether due to 
fraud or error.  In making those risk assessments, we consider internal control relevant to the Association’s 
preparation and fair presentation of the consolidated financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on 
the effectiveness of the Association's internal control.  Accordingly, we express no such opinion.  An audit 
also includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall presentation of the 
consolidated financial statements.  We believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our audit opinion. 

Opinion 

In our opinion, the consolidated financial statements referred to above present fairly, in all material 
respects, the financial position of Fresno Madera Farm Credit, ACA and its subsidiaries as of December 31, 
2016, 2015, and 2014 and the results of their operations and their cash flows for the years then ended in 
accordance with accounting principles generally accepted in the United States of America. 

March 16, 2017 
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