


NOTES TO FINANCIAL STATEMENTS

NOTE 1 - ORGANIZATION & OPERATIONS:

A description of the organization and operations of Northern California Farm Credit, ACA, the significant accounting

policies followed, and the financial condition and results of operations as of and for the year ended December 31, 2010, are contained

in the 2010 Annual Report to Shareholders. These unaudited second quarter 2011 financial statements should be read in conjunction with the

2010 Annual Report to Shareholders.

The shareholders' investment in Northern California Farm Credit, ACA is materially affected by the financial condition and results of operations of 

U.S. AgBank, FCB, (AgBank).  The 2010 U.S. AgBank District Annual Report to Shareholders, the 2010 U.S. AgBank District Annual Report to

Shareholders, the U.S. AgBank quarterly shareholders' reports and the U.S. AgBank District quarterly shareholders' reports are available free of

charge by accessing AgBank's website, www.usagbank.com, or may be obtained at no charge by contacting us at 3435 Silverbell Road, Chico, CA 

95927 or calling (530) 895-8698.

In December 2010, U.S. AgBank, FCB (AgBank), Northern California Farm Credit, ACA's funding bank and CoBank executed a Letter of Intent to

merge.  The merged bank will continue to do business under the CoBank name and be headquartered in Colorado but will maintain AgBank's existing

presence and operations in Wichita, Kansas, and Sacramento, California.  In June 2011, the Farm Credit Administration (FCA) voted to grant 
preliminary approval of the proposed plan of merger between the two banks.  The FCA serves as the independent regulator for both banks and the 

rest of the Farm Credit System.  AgBank distributed disclosure and voting materials to its stockholder associations in July, with completed merger

ballots due to be returned by September 7, 2011. The boards of the two banks have approved a merger effective date of January 1, 2012.  The 

Association does not expect there to be any material negative impact to its operations as a result of the merger.

The accompanying financial statements contain all adjustments necessary for a fair presentation of the interim financial condition and results of

operations, and conform with generally accepted accounting principles and prevailing practices within the banking industry.  The results for the

six months ended June 30, 2011 are not necessarily indicative of the results to be expected for the year ended December 31, 2011.

NOTE 2 - ALLOWANCE FOR LOAN LOSSES:

A summary of the changes in the allowance for loan losses follows ($ in thousands):

Six months ended June 30,

2011 2010 

Balance, beginning $2,480 $2,294
Provision for loan losses 0 0 

Recoveries 20 0 

Loans charged off 0 0 

Balance, ending $2,500 $2,294

Impaired loans are loans for which it is probable that all principal and interest will not be collected according to the contractual terms.  The following

presents information relating to impaired loans including accrued interest:

2011 2010

Impaired loans with related allowance 50 0

Impaired loans with no related allowance 51 724

 Total impaired loans 101 724

Allowance on impaired loans 20 44

NOTE 3 - CAPITALIZATION REQUIREMENTS:

FCA's capital adequacy regulations require the Association to achieve permanent capital of 7% of risk-adjusted assets and off-balance-sheet

commitments.  Please refer to the notes to the financial statements of the Annual Report to Shareholders for a full explanation of capital

requirements.  FCA regulations also require that additional minimum standards for capital be achieved.  These standards require all System institutions to

achieve and maintain ratios of total surplus as a percentage of risk-adjusted assets of 7% and of core surplus (generally unallocated surplus) as a

percentage of risk-adjusted assets of 3.5%.  The Association's permanent capital, core surplus and total surplus ratios were as follows:

 June 30, 2011

Permanent Capital Ratio: 16.26%

Core Surplus Ratio: 14.94%

Total Surplus Ratio: 16.05%

NOTE 4 - FAIR VALUE INSTRUMENTS:

FASB guidance defines fair value as the exchange price that would be received for an asset or paid to transfer a liability in an orderly transaction 
between market participants in the principal or most advantageous market for the asset or liability. See Note 2 to the Annual Report to Shareholders

for a more complete description.

Assets measured at fair value on a non-recurring basis for each of the fair value hierarchy values are summarized below:

Total Fair Total

Level 1 Level 2 Level 3 Value Gains/(Losses)

Assets:

June 30, 2011

 Loans 0 0 101 101 (20)

 Other property owned 0 0 185 185 13

December 31, 2010

 Loans 0 0 402 402 (20)

 Other property owned 0 0 0 0 0

NOTE 5 - SUBSEQUENT EVENTS:

The Association has evaluated subsequent events through August 3, 2011, which is the date the financial statements were available to be issued, and

no material subsequent events were identified.

June 30, 2011

Fair Value Measurement Using




