
1

NON-GAAP FINANCIAL MEASURES

As discussed above in the section “Summary of Selected Financial Data,” in addition to financial measures determined in 
accordance with GAAP, management evaluates performance based on certain non-GAAP measures, which we refer to as 
“adjusted” measures. We provide a discussion of each of our non-GAAP measures under “Item 7. MD&A—Non-GAAP 
Measures” in our 2020 Form 10-K. Below we provide a reconciliation of our adjusted measures presented in this Report to 
the most comparable GAAP measures. 

Adjusted Operational Financial Measures

Table 34 provides a reconciliation of adjusted interest expense, adjusted net interest income, adjusted total revenue and 
adjusted net income to the comparable GAAP measures. These adjusted measures are used in the calculation of our adjusted 
net interest yield and adjusted TIER. 

Table 34: Adjusted Financial Measures—Income Statement 

Three Months Ended August 31,
(Dollars in thousands) 2020 2019

Adjusted interest expense:
Interest expense..................................................................................................... $ (179,976) $ (213,271)
Include: Derivative cash settlements interest expense(1) ....................................... (26,972) (11,043)
Adjusted interest expense...................................................................................... $ (206,948) $ (224,314)

Adjusted net interest income:
Net interest income ............................................................................................... $ 99,608 $ 76,744
Include: Derivative cash settlements interest expense(1) ....................................... (26,972) (11,043)
Adjusted net interest income................................................................................. $ 72,636 $ 65,701

Adjusted total revenue:
Total revenue......................................................................................................... $ 103,124 $ 87,685
Include: Derivative cash settlements interest expense(1) ....................................... (26,972) (11,043)
Adjusted total revenue .......................................................................................... $ 76,152 $ 76,642

Adjusted net income:
Net income (loss) .................................................................................................. $ 144,587 $ (324,079)
Exclude: Derivative forward value gains (losses)(2).............................................. 87,248 (384,682)
Adjusted net income.............................................................................................. $ 57,339 $ 60,603

____________________________

(1)Represents the net periodic contractual interest amount for our interest-rate swaps for the reporting period.
(2)Represents the change in fair value of our interest rate swaps during the reporting period due to changes in expected future interest rates over the 

remaining life of our derivative contracts. 

We primarily fund our loan portfolio through the issuance of debt. However, we use derivatives as a supplemental source of 
funding and to economically hedge the interest rate risk associated with our loan portfolio. We therefore consider the interest 
expense incurred on our derivatives to be part of funding cost in addition to the interest expense on our debt. As such, we 
add derivative cash settlements interest expense to our reported interest expense to derive our adjusted interest expense and 
adjusted net interest income. We exclude the unrealized derivative forward value gains and losses from our adjusted total 
revenue and adjusted net income.
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TIER and Adjusted TIER 

Table 35 displays the calculation of our TIER and adjusted TIER for the three months ended August 31, 2020 and 2019. 

Table 35: TIER and Adjusted TIER

Three Months Ended August 31,

  2020 2019

TIER (1) .................................................................................................................... 1.80 —

Adjusted TIER (2) ..................................................................................................... 1.28 1.27
____________________________

(1) TIER is calculated based on our net income (loss) plus interest expense for the period divided by interest expense for the period. 
(2) Adjusted TIER is calculated based on adjusted net income (loss) plus adjusted interest expense for the period divided by adjusted interest expense for the 

period.

Debt-to-Equity and Adjusted Debt-to-Equity 

Table 36 provides a reconciliation between our total liabilities and total equity and the adjusted amounts used in the 
calculation of our adjusted debt-to-equity ratio as of August 31, 2020 and May 31, 2020. As indicated in Table 36, 
subordinated debt is treated in the same manner as equity in calculating our adjusted-debt-to-equity ratio.

Table 36: Adjusted Financial Measures—Balance Sheet 

(Dollars in thousands) August 31, 2020 May 31, 2020

Total liabilities ......................................................................................................... $ 27,531,117 $ 27,508,783
Exclude:    

Derivative liabilities .............................................................................................. 1,165,585 1,258,459
Debt used to fund loans guaranteed by RUS ........................................................ 144,891 146,764
Subordinated deferrable debt ................................................................................ 986,166 986,119
Subordinated certificates....................................................................................... 1,298,845 1,339,618

Adjusted total liabilities........................................................................................... $ 23,935,630 $ 23,777,823

Total equity.............................................................................................................. $ 731,504 $ 648,822
Exclude:

Prior fiscal year-end cumulative derivative forward value losses(1) ..................... (1,088,982) (354,704)
Current year derivative forward value gains (losses)(1)......................................... 87,248 (734,278)
Period-end cumulative derivative forward value losses(1) .................................... (1,001,734) (1,088,982)
Accumulated other comprehensive income attributable to derivatives(2) ............. 2,025 2,130

Subtotal.................................................................................................................... (999,709) (1,086,852)
Include:

Subordinated deferrable debt ................................................................................ 986,166 986,119
Subordinated certificates....................................................................................... 1,298,845 1,339,618

Subtotal.................................................................................................................... 2,285,011 2,325,737
Adjusted total equity................................................................................................ $ 4,016,225 $ 4,061,411

____________________________

(1) Represents consolidated total derivative forward value gains (losses). 
(2) Represents the AOCI amount related to derivatives. See “Note 10—Equity” for the additional components of AOCI. 

Table 37 displays the calculations of our debt-to-equity and adjusted debt-to-equity ratios as of August 31, 2020 and 
May 31, 2020.
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Table 37: Debt-to-Equity Ratio and Adjusted Debt-to-Equity Ratio

(Dollars in thousands) August 31, 2020 May 31, 2020

Debt-to equity ratio:
Total liabilities ......................................................................................................... $ 27,531,117 $ 27,508,783
Total equity.............................................................................................................. 731,504 648,822
Debt-to-equity ratio (1) ............................................................................................. 37.64 42.40

Adjusted debt-to-equity ratio:
Adjusted total liabilities(2)........................................................................................ $ 23,935,630 $ 23,777,823
Adjusted total equity(2)............................................................................................. 4,016,225 4,061,411
Adjusted debt-to-equity ratio (3)............................................................................... 5.96 5.85

____________________________

(1) Calculated based on total liabilities at period end of the period divided by total equity at period end.
(2) See Table 36 above for details on the calculation of these non-GAAP adjusted measures and the reconciliation to the most comparable GAAP 

measures.
(3) Calculated based on adjusted total liabilities at period end divided by adjusted total equity at period end.

Members’ Equity

Members’ equity represents equity attributable to CFC members. Table 38 provides a reconciliation of members’ equity to 
total CFC equity as of August 31, 2020 and May 31, 2020.

Table 38: Members’ Equity

(Dollars in thousands) August 31, 2020 May 31, 2020

Members’ equity:
Total CFC equity ..................................................................................................... $ 706,609 $ 626,121
Exclude:

Accumulated other comprehensive loss................................................................ (1,827) (1,910)
Period-end cumulative derivative forward value losses attributable to CFC(1)..... (992,956) (1,079,739)

Subtotal.................................................................................................................... (994,783) (1,081,649)
Members’ equity ...................................................................................................... $ 1,701,392 $ 1,707,770

____________________________

(1)Represents period-end cumulative derivative forward value losses for CFC only, as total CFC equity does not include the noncontrolling interests of the 
variable interest entities NCSC and RTFC, which we are required to consolidate. We report the separate results of operations for CFC in “Note 15—
Business Segments.” The period-end cumulative derivative forward value losses total amounts as of August 31, 2020 and May 31, 2020 are presented 
above in Table 36.
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