
























































































































































sherry.sturgis@legacyaca.com. The association’s annual stockholder report is available on its website at www.legacyaca.com 75 days
after the fiscal year end. Copies of the association’s annual stockholder report can also be requested 90 days after the fiscal year end.

SELECTED FINANCIAL DATA

The selected financial data for the five years ended December 31, 2022, required to be disclosed, is incorporated herein by reference to
the “Five-Year Summary of Selected Consolidated Financial Data” included in this annual report to stockholders.

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

“Management’s Discussion and Analysis,” which precedes the consolidated financial statements in this annual report, is incorporated
herein by reference.

DIRECTORS AND SENIOR OFFICERS

The association’s member-elected and director-elected board of directors and senior officers are as follows:

DATE ELECTED/ TERM

NAME POSITION EMPLOYED EXPIRES
Terry D. Milligan Chairman of the board 2010 2025
Cheryl Scott Board-appointed director 2019 2025
Cody Newman Director 2000 2022
Brandon Sides Director 2017 2023
Danny Evans Director 2018 2024
Clay Smith Director 2020 2023
Thomas Goodson Director 2021 2024
Robert Tiller Director 2022 2025
Derrell Chapman CEO 2017 -
Sherry Sturgis SVP/CAO 2007 -
Jake Agaron SVP/CCO 2014 -
Heather Johnson CFO 2011 -

A brief statement of the business and employment background of each director and senior officer is provided for informational
purposes.

Terry D. Milligan, director, chairman of the board and a member of the audit committee. Mr. Milligan owns and operates a beef
cattle and hay production operation in Van Zandt County and Bryan and Atoka counties in Oklahoma, and he operates Milligan &
Company Fire Ant Control. In 2015, he retired from USDA after 34 years of service. Ranching has been his principal occupation
for the past five years. Mr. Milligan holds an associate’s degree in Farm and Ranch Management from Murray State College in
Tishomingo, Oklahoma. Mr. Milligan has served as chairman of the board since 2016. He had previously served as vice chairman
of the board and executive session secretary, and he is the association’s representative on the Farm Credit Bank of Texas
Stockholder Advisory Council and nominating committee. He has served as stockholder-elected director since his election in 2010.

Cheryl Scott, director and chair of the audit committee. Mrs. Scott resides in the Miller Grove community in Hopkins County,
Texas, and is a certified public accountant who is an accounting instructor at Texas A&M University-Commerce, which has been
her principal occupation for the past five years. She earned a Bachelor of Science degree in Professional Accountancy and a Master
of Business Administration degree from Texas A&M University-Commerce. Mrs. Scott previously served as the director of
financial reporting and the director of emerging financial services at the university. She has also served as business manager for the
NCAA Lone Star Conference. Mrs. Scott was selected as an outside or board-appointed director in September 2019.

Brandon Sides, director, vice chairman of the board and chairman of the compensation committee. Mr. Sides resides in Canton,
Texas, where he is owner and operator of Sides Pea Farm & Processing Facility, which has been his principal occupation for the
past five years. He serves on the Dallas School District Farm to School Steering Committee. Mr. Sides holds a Political Science
degree with a minor in Business and Spanish from the University of Texas. Mr. Sides has served as stockholder-elected director
since his election in 2017.
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COMPENSATION OF DIRECTORS

During 2022, directors were compensated for their service to the association in the form of an honorarium at the rate of $850 per
day for in-person official activities, $150 for teleconference meetings lasting one hour or less, and $300 for teleconferences lasting
more than one hour. For committee meetings conducted the same day as the board meetings, additional compensation at the rate of
$150 per hour for a time period not to exceed three hours was also paid board members. The chair of the board and audit committee
chair each received a monthly retainer of $1,100 per for one in-person meeting but were paid the regular honorarium for all other
in-person activities each month. The retainer is paid monthly whether or not there is an in-person meeting or activity. Directors
were also reimbursed for certain expenses incurred while representing the association in an official capacity Mileage for attending
official meetings during 2022 was paid at the IRS-approved rate of 58.5 cents per mile for the first six months and 62.5 cents per
mile for the last six months of the year. A copy of the travel policy is available to stockholders of the association upon request.

Number of Days Served

Associated With
Total Compensation in
Director Board Meetings Other Official Activities 2022

Terry D. Milligan 13 39 $ 37,458
Cheryl Scott 13 60 36,185
Cody Newman 6 5 6,700
Brandon Sides 12 14 18,275
Danny Evans 11 20 18,957
Clay Smith 13 24 25,058
Thomas Goodson 13 17 20,275
Robert Tiller 6 3 6,475

$ 169,383

The aggregate compensation paid to directors in 2022, 2021 and 2020 was $169,383, $124,965 and $116,831, respectively.
Additional detail regarding director compensation paid for committee service (included in the table above) is as follows for 2022:

Committee

Director Audit Other Official Activities

Terry D. Milligan $ 1,663 $ 35,795
Cheryl Scott 1,963 34,222
Cody Newman 1,000 5,700
Brandon Sides - 18,275
Danny Evans 1,363 17,594
Clay Smith 813 24,245
Thomas Goodson - 20,275
Robert Tiller - 6,475
$ 6,802 $ 162,581

The aggregate amount of reimbursement for travel, subsistence and other related expenses paid to directors and on their behalf was
$58,710, $17,880 and $55,438 in 2022, 2021 and 2020, respectively.
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COMPENSATION OF SENIOR OFFICERS
Compensation Discussion and Analysis — Senior Officers
Overview

The compensation plan for all employees provides for base salaries to be administered consistent with competitive financial
industry survey data of like-sized financial institutions. In 2021, 2020 and 2019 bonuses were paid in accordance with the bonus
plan as discussed below.

A critical factor to the association’s success is its ability to attract, develop and retain staff members who are knowledgeable and
efficient in their ability to support the association in the execution of its strategic objectives and delivery of association results that
maximize the value to the stockholders. This objective holds particularly true for the association’s chief executive officer (CEO)
and senior officer group. The association operates utilizing a compensation program that focuses on the performance and
contributions of its employees in achieving the association’s financial and operational objectives, all for the ultimate benefit of its
stockholder/members. The association’s board of directors, through its compensation committee, establishes salary and incentive
programs utilizing data derived from independent third-party compensation specialists in the financial services sector to ensure that
salary and incentive structures are in line with market-comparable positions. Studies provided by third-party compensation
specialists form the foundation for the association’s evaluation and establishment of salary and incentive plans used by the
association.

All association employees, with the exception of the CEO and loan officers who do not meet established minimums of production
goals, can earn compensation above base salary through an annual success-sharing incentive plan. The term of the plan is each
calendar year beginning January 1 through December 31. The Team-Based Plan is based upon the achievement of predetermined
association performance goals for interest rate spreads, accrual loan volume growth, adjusted net income and loan fees collected.

Production-based incentive payments can be earned by loan officers when they meet and exceed their respective loan production
goals. Loan officers can earn 8-20 basis points times the amount of their individual loan production based on a tiered production
goal established by management. Loan officers who have individually assigned production goals must meet established minimum
loan production goals to receive any incentive compensation from the team-based portion of the team-based plan.

Additionally, a pool will be created based on 50% of the total dollars in incentive payments earned by the loan officer production
incentive results, and the team members other than the relationship managers/loan officers will share in that pool in a manner as
determined and defined by the CEO.

In addition to the above, loan officers can earn an incentive based on Average Daily Balance (ADB) Growth. ADB Growth is
defined as the year-end percentage increase in the association’s average daily balance of Accrual Loan Volume in 2021. Loan
officers can earn a percentage of their annual base salary, ranging from 2% to 8%, determined by the annual percentage growth in
ADB for the year. A loan officer can earn an incentive equal to the percentage growth in ADB for the association in 2021 multiplied
by their annual base salary. ADB must increase by a minimum of 2% for this incentive to apply. The incentive is capped at a
maximum of 8%. Loan officers who have individually assigned production goals must achieve 90% of their individual loan
production goal to earn this incentive.

The following criteria is also used for determining eligibility for the incentive pay: (1) the association must receive an overall rating
of “satisfactory” on credit administration on its Internal Credit Review and (2) eligible employees must receive an annual
performance rating of “meets standards” on their individual performance reviews.

Chief Executive Officer (CEO) Compensation Policy
The CEO may be awarded additional compensation above his base salary based upon board discretion. The board takes into

consideration the CEO’s performance relative to a previously agreed upon CEO Principal Accountabilities document, various
association performance metrics, a peer performance comparison and district CEO overall compensation packages.
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Summary Compensation Table

The following table summarizes the compensation paid to the CEO and all senior officers of the association during 2022, 2021 and
2020. This may include other non-senior officers if their total compensation is within the top five highest paid employees. Amounts
reflected in the table are presented in the year the compensation was earned.

Name of Individual or Deferred/
number in group Year Salary (b) Bonus (¢) Perquisite (d) Total
Derrell Chapman - CEO 2022 $ 250,000 $ 37,500 $ 40,646 $ 328,146
Derrell Chapman - CEO 2021 238,000 50,000 42,333 330,333
Derrell Chapman - CEO 2020 224,509 40,410 36,520 301,439

Senior Officers/OHCI (a)

5 2022 $ 716,734 $ 153,985 $§ 126,470 $ 997,189
6 2021 768,372 231,465 157,542 1,157,379
5 2020 590,663 108,725 93,577 792,965

(a) Aggregate number of senior officers/highly compensated individuals, excluding CEO.

(b) Gross salary, including retention plan compensation for certain senior officers.

(c) Bonuses paid in subsequent calendar year.

(d) Deferred/Perquisites include contributions to 401(k) and defined contribution plans, supplemental 401(k) discretionary
contributions, automobile benefits and premiums paid for life insurance

Certain employees are assigned association-owned vehicles for use in normal business operations and for a defined allowance of
personal miles. For all personal mileage traveled in association vehicles, the association includes in the earnings of the respective
employees an amount derived by an IRS established method. Amounts relating to personal use of association vehicles are included
in the “Deferred/Perquisite” column in the table above along with other association-provided benefits. Employees who use their
personal automobile for business purposes were reimbursed during 2021 at the IRS-approved rate of 62.5 cents per mile.

Neither the CEO nor any other senior officer received noncash compensation exceeding $5,000 in 2022, 2021 and 2020.

Senior officers, including the CEO, are reimbursed for reasonable travel, subsistence and other related expenses while conducting
association business. A copy of the association’s travel policy is available to shareholders upon request.

TRANSACTIONS WITH DIRECTORS AND SENIOR OFFICERS

The association’s policies on loans to and transactions with its officers and directors, required to be disclosed in this section, are
incorporated herein by reference from Note 12 to the consolidated financial statements, “Related Party Transactions,” included in
this annual report.

DIRECTORS’ AND SENIOR OFFICERS’ INVOLVEMENT IN CERTAIN LEGAL PROCEEDINGS

There have been no events that have occurred in the past five years (bankruptcy, conviction or naming in a criminal proceeding, or
judgment or finding limiting a right to engage in a business) that are material to the evaluation of the ability or integrity of any
person who served as director or senior officer of the association.

RELATIONSHIP WITH INDEPENDENT AUDITOR

The association selected PricewaterhouseCoopers LLP to audit its financial statements and provide an opinion thereon for its 2022
annual report. The total fees for professional services rendered by PricewaterhouseCoopers LLP for the association related to 2022
were $100,810 for audit services, $13,500 for tax services and $900 for nonaudit services.
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RELATIONSHIP WITH UNINCORPORATED BUSINESS ENTITIES
The association has no business relationships with any unincorporated business entities as of December 31, 2022.
FINANCIAL STATEMENTS

The financial statements, together with the report thereon of PricewaterhouseCoopers LLP dated March 9, 2023, and the report of
management in this annual report to stockholders, are incorporated herein by reference.

MEMBER/SHAREHOLDER PRIVACY
Members’ nonpublic personal financial information is protected by Farm Credit Administration regulation. Our directors and

employees are restricted from disclosing information not normally contained in published reports or press releases about the
association or its members.
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CREDIT AND SERVICES TO YOUNG, BEGINNING AND SMALL FARMERS AND RANCHERS,
AND PRODUCERS OR HARVESTERS OF AQUATIC PRODUCTS

Mission

The association will make a concerted and cooperative effort to offer credit and related services to young, beginning, or small
(YBS) farmers, ranchers, producers, or harvesters of aquatic products as supported by their creditworthiness. Sound and
constructive credit to YBS farmers may include credit for nonagricultural purposes (Other Credit Needs) as well as agricultural
purposes.

Definitions

® Young Farmer — age 35 or younger
® Beginning Farmer — 10 years or less experience

®  Small Farmer - $250,000 or less gross agricultural income

The association YBS plan outlines strategies to increase market share success, a YBS market outreach program that generates
participation and involvement by association staff at the field level.

Strategies include:

YBS Program on the association website

Legacy Ag Credit Community Commitment

Utilization of YBS Advisory Committee

Country Loan, Small Loan Program and New Generation Loan Program
Utilization of the demographic information by state and county

Community Impact and Involvement, sponsorships and educational programs.

s =

The results of these outreach and education programs are reported to the association board of directors on an annual basis.

USDA 2017 Census of Agricultural Data

In April 2019 USDA published its 2017 Ag Census. The Census provides information about America’s farms and ranches and those
that operate them, including new data about on-farm decision making, down to the county level. Information collected directly from
farmers and ranchers tells us that farm numbers and land in farms continued to decline since the last Census completed in 2012. A
comparison of the 2017 Census with the 2012 Census indicates an increase in larger and smaller operation and fewer middle-sized
farms. The average age of all farmers and ranchers continues to rise.

Demographic Data — Legacy’s 10 County Territory — Updated USDA Ag Census

The following chart represents young, beginning, and small farms within Legacy’s territory.

YBS Farms in Legacy's Territory
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The chart below represents young, beginning, and small farms in Legacy’s territory that reported having farm debt per the 2017

census.

Legacy’s portfolio consisted of 1,648 loans as of December 31, 2022, 1,670 loans as of year-end 2021, and 1,544 loans as of year-
end 2020. The table below represents Legacy’s YBS concentrations as of year-end 2020, 2021 and 2022 based on the total number

of loans in the portfolio.

Farms in Territory with Debt

368

]

m Young

1,255

Beginning

Small

3,337

2022 Count / % of Total Portfolio | 2021 Count /% of Total Portfolio | 2020 Count /% of Total Portfolio
Total YBS 1,215 73.7% 1,200 74.9% 1,165 78.1%
Young 199 12.1% 200 12.0% 199 12.9%
Beginning 802 48.7% 775 46.4% 724 46.9%
Small 1,172 71.1% 901 54.0% 924 59.8%

*some loans may be included in multiple Y, B or S categories
Association Goals

Each year, the Board and Management establish quantitative targets in the business plan to measure and evaluate progress toward
serving Young, Beginning and Small farmers and ranchers in our territory. The association’s YBS loans, as a percentage of total
loans outstanding at year-end, are reflected in the above table for the three (3) year period 2020-2022.

Based on the USDA 2017 Ag Census, there are additional lending opportunities to serve the YBS segment within the association’s
territory.

The association will continue its efforts to aggressively serve its marketplace. The association’s has established a different growth
goal for each segment based upon the current portfolio and 2017 census info. YBS categories are not mutually exclusive with
borrowers meeting the definition for more than one (1) category for reporting purposes. The goals for the next three (3) years are
based on a progressive sliding scale within each category with consideration given to the current percentage in the portfolio and
most recent census data. The association is projecting YBS loans to increase but projecting the of total percent of YBS loans to
decrease as loan growth is realized in non-YBS markets. Concerns about the economy and high start-up costs for ag operations are
projected to keep YBS growth low during 2023. This will progressively improve as time brings stability to the economy and lowers
the current high-cost barrier of entry in ag production. However, there should be some volume growth opportunities due to the
higher cost of inputs and real estate as current producers continue to expand their operations and from recreational farmers entering
the association’s territory.
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Legacy Ag Credit, ACA
3 Year Projection
Total
By number of customers: 2022 2023 2024 2025
young farmers 199 205 211 217
beginning farmers 802 842 884 928
small farmers 1,172 1,231 1,293 1,358
As a percentage of total number of loans:
2022 2023 2024 2025
young farmers 12.1% 12.1% 11.8% 11.4%
beginning farmers 48.7% 49.7% 49.6% 48.8%
small farmers 71.1% 72.6% 72.5% 71.4%
Combined service to the YBS segment:
2022 2023 2024 2025
% of Total Number of Loans 73.7% 74.6% 74.8% 73.9%
% of Total Volume of Loans 68.5% 69.4% 69.1% 67.3%

The association will continue its efforts to aggressively serve its marketplace. Given the breakout of The Legacy Ag Credit portfolio
and taking into consideration the large number of people migrating to the Legacy Ag Credit territory, the association’s goal is to
directly establish a targeted percent of the marketing budget to be used in the YBS effort. Historically the association spent an
excess of 50% of the advertising and public relations budget on YBS activities/events, though this has not previously been a
targeted metric. In 2023 the association would like to establish a goal to exceed 50% of the marketing budget towards YBS efforts
with the intent to continually increase year over year. Marketing dollars will be targeted towards YBS borrowers and prospective
borrowers. Continued enhancement of the association’s visibility in the communities in which we serve, as well as direct marketing
and communications, particularly to YBS farmers in our territory, will improve the association’s ability to achieve its goals.

Targeted Focus

In addition to related services and ongoing outreach efforts, the association looks to have targeted focus through the following
endeavors in 2023.

e YBS Coordinator

To maximize Legacy Ag Credit’s relevance and awareness to the YBS audience, the association named Vice President/ Branch
Manager Joseph Grier as the YBS coordinator. Joseph will work in conjunction with Marketing Manager Amy Rayzor and other
staff members as needed to maximize the association’s involvement with young, beginning and small farmers and ranchers.

e YBS Advisory Committee

The Legacy Ag Credit, Young, Beginning, and Small (YBS) Farmers Advisory Committee is to assist the association in fulfilling
its responsibility in relation to developing, promoting, and marketing constructive credit and related services to Young, Beginning,
and Small Farmers to sustain the future of agriculture, as well as educate farmers and establish Legacy Ag Credit as their lender of
choice in the Northeast Texas area.

e  Community Impact & Involvement

Legacy has a genuine passion for the rural communities we serve, and in an effort to better serve we strive to pay it forward as part
of our Community Commitment. This commitment highlights our YBS community, giving back in the form of scholarships, grants,
sponsorships, donations and more. We plan to continue growing those efforts with the expectation to spend over 83% of our
marketing and public relation efforts focused on the YBS demographic.

e Partnerships — Legacy Ag Credit partners with many local community organizations that are doing remarkable
things in our communities regarding agriculture, land stewardship, and education.
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¢ Youth Education, Scholarships, and Grants — Legacy has implemented and continues to enhance programs that
offer students education, support, scholarships and community grants available to local FFA and 4-H Chapters.

e Association Donations & Sponsorship - General community giving at the association level covers a wide array of
opportunities and initiatives.

Related Services

The association works to identify and meet the unique needs of young, beginning, and small operations by either offering or
sponsoring related services and programs such as:

Workshops providing borrowers and local producers valuable information regarding farm planning and management,
product marketing, and risk management.

Credit Life Insurance and fee appraisal services.

Allocation of additional time, from inquiry through closing, to assist qualified borrowers with real estate purchases.
Recognition and allowance for circumstances unique to YBS applicants.

Support of Federal and state sponsored guarantee programs for YBS borrowers.

Facilitation of loan processing with Farm Service Agency and Texas Department of Agriculture.

Create resource center to answer frequently asked questions and aid borrowers throughout the lending experience. Content
will be created and distributed targeting the YBS sector.

Outreach to the YBS Segment

Important components of the association’s YBS efforts include the emphasized outreach programs. The association has a long-
standing belief that an investment in young producers, agricultural students and youth activities is important to the long-term
success of the cooperative.

The association plans to continue outreach through continued participation in numerous local activities, such as:

Co-sponsorship of a value-added workshops targeting young farmers and ranchers within the territory.
Support and participation of career day events at local universities.

Sponsorship of an association borrower for the annual Farm Credit Young Leaders Program, which gives current and
future leaders insight into the ways Farm Credit supports agriculture.

Participation in the Texas District membership and sponsorship program through FCBT, which supports various YBS
statewide organizations and events.

Supporting local 4-H and FFA chapter events.

Sponsoring Texas AgriLife Extension Service events which provide training and address the needs of beginning farmers.
Purchasing of livestock show animals.

Supporting local agriculture endeavors including but not limited to hay shows, livestock shows, and rodeos.

The association develops a comprehensive array of marketing efforts to include youth activities and events including
livestock shows, 4-H and FFA events, young professional groups, and agricultural leadership opportunities. Search
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engine marketing through digital and keyword advertising is also an important means of educating and serving this
demographic.

® Awarding scholarships to area youth involved in agriculture.
® Sponsoring local charitable and civic events.

® Continue efforts to establish a YBS Advisory Committee or obtain input from YBS borrowers in order to enhance
association knowledge regarding the YBS sector.

Strategies

e A commitment of staff resources and expertise to effectively make and service loans and provide credit-related services to
this group of farmers, ranchers and producers or harvesters of aquatic products.

e Through staff meetings and periodic memorandums, review the association’s YBS Farmer and New Generation loan
programs and policies with association personnel to ensure an understanding of and compliance with policies and
procedures.

e Ensure YBS loans are properly identified and classified in accordance with systemwide classification standards.

e Internal controls, and more specifically, the lines of responsibility in administering the YBS program, are contained within
existing association loan policies and procedures regarding standard and New Generation loan programs. Each Loan
Officer is charged with maintaining soundness and monitoring performance results within the YBS loan portfolio.

e Utilization of USDA Farm Service Agency farm loan guarantee and financing programs to assist young, beginning, and
small farmers.

e Increase utilization of the association’s New Generation loan program. The association originated six (6) New Generation
loans for a total of $1.3 million in 2022, more than a 500% increase above the stated goal. The 2023 goal is to close five
(5) loans for a total of $500,000 in 2023.

e Ensure the association’s Marketing Program adequately targets YBS farmers and ranchers by requiring that branch offices
participate in at least one YBS marketing activity on a quarterly basis. Activities will include but not be limited to 4-H and
FFA events, youth livestock shows, hay shows, chamber events, support to local charitable and service organizations and
other related service events. Documentation of all such activities is required and reported quarterly to Legacy’s Board of
Directors.

e Review and update, when needed, the Association Lending Standards to ensure maximum penetration in the YBS farmer
market based on their creditworthiness and the financial ability of the association.

e  Opportunities to cooperate will include utilization of the association’s New Generation Program, with coordinated efforts
with USDA on its young, beginning, and small farmers participation programs.

e An annual report of the association’s YBS loan related data is submitted to the Farm Credit Bank of Texas after each
calendar year-end. The Farm Credit Bank of Texas compiles YBS data on a districtwide basis and submits to FCA and to
the association Board of Directors. A summary capsule report of YBS loan-related statistics is provided to the association
Board of Directors on a quarterly basis. Reporting to stockholders is contained in the annual report, which is completed
during the first quarter of each calendar year for the preceding full calendar year.

e  Monitor closely the clear lines of responsibility for YBS program implementation by loan officers. Additionally, track
performance and results of the association’s YBS Program and report quarterly to the association’s board of directors.

e  Utilize the YBS Advisory Committee and/or YBS borrower input and feedback to assist in the development of marketing
and lending objectives to best reach the YBS demographic in our market and further meet the mission of the Farm Credit
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System, to represent the association at agricultural events and meetings, to gain YBS influencers and advocates for Legacy
in the communities we serve, to represent the YBS sector to the board, and to improve Legacy’s ability to attract high
quality YBS borrowers.

A commitment of staff resources and expertise to effectively make and service loans and provide credit-related services to
this group of farmers, ranchers and producers or harvesters of aquatic products. The association will look to the YBS
Advisory Board for insight on developing expertise in meeting the special financing and related services needs of the YBS
sector.
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