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Notes to the Consolidated Financial Statements 
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NOTE 1 — ORGANIZATION AND SIGNIFICANT 
ACCOUNTING POLICIES 
 
A description of the organization and operations of Carolina 
Farm Credit, ACA (the Association), the significant 
accounting policies followed, and the financial condition and 
results of operations as of and for the year ended 
December 31, 2004, are contained in the 2004 Annual Report 
to Shareholders.  These unaudited third quarter 2005 
consolidated financial statements should be read in 
conjunction with the 2004 Annual Report to Shareholders. 
 
The accompanying consolidated 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.  The 
results for the nine months ended September 30, 2005, are 
not necessarily indicative of the results to be expected for 
the year ending December 31, 2005.  
 
Certain amounts in prior period consolidated financial 
statements have been reclassified to conform to current 
consolidated financial statement presentation.  Such 
reclassifications had no effect on the prior period net income 
or total capital as previously reported. 
 
The Association maintains an allowance for loan losses in 
accordance with generally accepted accounting principles.  
The loan portfolio is reviewed quarterly to determine the 
adequacy of the allowance for losses.  As of September 30, 
2005, the allowance for losses is adequate in management’s 
opinion to provide for possible losses on existing loans. 
 
 
NOTE 2 — ALLOWANCE FOR LOAN LOSSES 
 
An analysis of the allowance for loan losses follows: 
 
Balance at 12-31-03 $ 21,948
(Reversal of) provision for loan losses  —
Loans (charged off), net of recoveries  (615)

Balance at 9-30-04 $ 21,333

  
Balance at 12-31-04 $ 2,572
(Reversal of) provision for loan losses  458
Loans (charged off), net of recoveries  (294)

Balance at 9-30-05 $ 2,736
 
 

As discussed in the 2004 Annual Report, the Association 
recorded a loan loss reversal of $18,429 in the fourth quarter 
of 2004 that resulted in a decrease in the allowance for loan 
losses. 
 
 
NOTE 3 — EMPLOYEE BENEFIT PLANS  
 
The Association participates in a Districtwide defined benefit 
retirement plan.  The costs of the plan are not segregated by 
participating entities but are allocated among the 
participating entities.  Pension costs are allocated by 
multiplying the District’s net pension expense times each 
institution’s salary expense as a percentage of the District’s 
salary expense.  The Association also participates in 
Districtwide Thrift and other postretirement benefit plans. 
 
The following is a table of retirement and postretirement 
benefit expense for the nine months ended September 30, 
2005: 
 

 For the nine months 
 ended September 30, 
 2005  2004 

Pension $ 1,259 $ 1,474
Thrift/deferred compensation 235 210
Other postretirement benefits 1,210 1,470

 Total $ 2,704 $ 3,154

 
The Association had not previously anticipated making a 
contribution in 2005 to the defined benefit retirement plan 
based upon actuarial projections as of the last plan 
measurement date (September 30, 2004).  However, due to 
market conditions affecting discount rates and return on 
plan assets, current actuarial projections indicated that a 
contribution was needed to meet the expected accumulated 
benefit obligation at September 30, 2005.  During the third 
quarter of 2005, the Association contributed $2,348 to the 
defined benefit retirement plan.  The Association does not 
anticipate making additional contributions for the remainder 
of 2005. 
 


