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As a member-driven organization, we continuously look for innovative ways to

expand and enhance the membership value proposition. It is one of the chief
reasons we amended our Capital Plan in 2015 to allow for the creation of an
activity-based subclass of stock that allows the Board of Directors to establish
separate advances investment requirement percentages from time to time.
Additionally, the changes allow us to pay dividends at different rates for member-
ship stock and activity-based stock beginningin 2016. For the first time in six years,
members saw an increase in their March 31, 2016 dividends, which was made

possible by the increased rate paid for Class B-2 (activity-based) stock.

In our 2015 annual report, we share success stories from around the
District. These include First Community Bank, a $1 billion community bank in
Batesville, Arkansas, that uses both the Bank’s credit and grant programs to
fulfill its community-first mission, and Randolph-Brooks Federal Credit Union in
San Antonio, Texas, that took advantage of the special advances offerings made
possible by the Capital Plan amendments, as well as many other financial
institutions across our District that utilize FHLB Dallas for everything from asset

liability management to collateralizing public funds.

Of course, being an innovator doesn’t just mean rolling out new products and
services. It also means creatively finding solutions to meet our members’ funding

needs or increasing their collateral capacity, as in the case of LegacyTexas Bank,

which was able to utilize the Bank’s new Held for Sale program to pledge collat-
eral not previously accepted by the Bank. In turn, it received increased borrowing

capacity from the Bank for use in funding other initiatives.

In 2015, we also saw the impact of changes to the Letter of Credit program that
were implemented in late 2014. The Bank reduced the pricing on all Custodial
and Standby Letters of Credit and introduced a new Fluctuating Balance feature,
which provides members with the option of paying only for the amount of the
Letter of Credit that the member is required to pledge as collateral. As a
result of these changes, member utilization of the Bank’s Letters of Credit

increased significantly in 2015 to $7.2 billion, up from $3 billion in 2013.

In every change, process, strategy, or service the Bank implemented in 2015,
our members were at the heart of our decisions. For the first time, we
held Regional Shareholder Workshops in six cities across our five-state
District. By bringing in experts to provide insights on the latest economic
trends, discuss key issues in deposit modeling and management, and
investment assets, our goal was to provide information that would fuel
innovation at member institutions. Also, for the first time, we held Asset
Liability Management training for our members’ boards of directors. In
addition, we held Collateral Workshops throughout our footprint to explain
the collateral eligibility changes and to show members how to maximize

borrowing capacity with the Bank.



We launched our member Perspectives webinar series, during which financial

experts, like FTN economist Chris Low and representatives from Deutsche Bank
among others, shared their perspectives on the economy, the oil and gas industry,

millennials, and other topics.

We plan to continue adding educational trainings and conferences in 2016. Later
this year, members will receive information on the Mortgage Partnership Finance®
(MPF®) workshops. In 2015, we rolled out three MPF on-balance sheet products
that not only give members access to the secondary mortgage market, but also
provide varying levels of credit enhancement income while letting members

share the credit risk with the Bank.

We celebrated the 25th anniversary of the Affordable Housing Program (AHP),
and more than $245 million in AHP grants awarded through member institutions
to assist 44,500 families with their housing needs since 1990. AHP continues to
provide our members with grant funding to support community investment ac-
tivities. See our 2015 Advisory Council Annual Report, Blueprint for Innovation, for

more details on the performance of our grant programs in 2015.

Financially, 2015 was a positive year for the Bank. We ended the year with $42.1
billion in total assets, primarily due to strong advances growth and increases in

our long-term investment portfolio. The Bank also experienced an $18.7 million

increase in net income. Over the course of 2015, our advances grew 31 percent
to $24.7 billion, up from $18.9 billion as of December 31, 2014. We attribute
this growth to increased loan demand at member institutions on the heels of

improved economic conditions and robust activity in the housing market.

Each day, the Bank strives to provide the funding solutions and liquidity on which
our members have come to depend. It is the reason we exist. Financial institu-
tions are often the last industry that people think of when someone mentions
innovation. On the contrary, our members “ignite innovation” every time they
build a customer relationship or meet a customer’s funding needs. Whether it
is a budding entrepreneur or developer, or a young couple purchasing their
first home, our members create new, unique experiences for everyone they
touch. In 2016, our focus will continue to be enhancing the member
experience through products and services that meet our members’ needs and

the needs of their customers. And through that, we will jointly Ignite Innovation.

Sanjay K. Bhasin

President and Chief Executive Officer
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In 2015, the Bank significantly

increased the number of work-
shops, webinars, and events of-
fered to members. The Bank
brought back a much-anticipated
Annual Conference in April —
the first time the event had been
held since 2007. The conference
featured former chief economist
for CNBC Marci Rossell, a CEO
roundtable, best-selling author
Steven Johnson, and former U.S.
Senator Kay Bailey Hutchison and
football legend Roger Staubach as

keynote speakers.

In addition to the Annual Confer-
ence, the Bank offered Collateral
Workshops, product and topical
webinars, Regional Shareholder
Workshops, and other training
opportunities designed to enhance

the member experience.
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LegacyTexas Bank

A Legacy of Funding Creative Solutions to Expand Capacity

New Capital Plan Special
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Igniting Growth



Heritage Life Insurance Company

Ensuring Access to Capital

H Innovation of New Product Specials
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FHLB Dallas as a Partner



First Community Bank

Advancing Communities

N

Asset Liability Management
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First Community Bank helped GLS Trucking owners John and Sabrina Ryan (right)
expand their business in Jonesboro, Arkansas. The Ryans utilized a loan and grant
program to purchase equipment.
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Managing Interest Rate Risk



Small Business Development

Putting the Community First



Century Bank

Land of Opportunity for More Than a Century

Capital, Safekeeping, and Collateral
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Innovation Starts Small



Randolph-Brooks Federal Credit Union

Serving the Military and More
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Innovators, Millennials, and Financial Institutions
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RiverHills Bank

Relationship Banking in Mississippi

M e

D/

Funding Home and Commercial Loans






Famous for “banking at a personal
level,” RiverHills Bank saw an increased
demand for longer-term fixed loans.

They found a solution in FHLB Dallas’
Fixed-Rate, Fixed-Term advances
product. From left: RiverHills Bank
Chairman Hal Gage, CEO Robert
Gage IV, and Senior Vice President
David Blackledge.

Below, from left to right:

Mr. Blackledge, HAVEN recipient
Steve Williams, and RiverHills
President and COO Joel Horton.




Commitment to Community



Business First Bank

Banking With Greater Momentum “

T "

Leveraging Letters of Credit




Pursuing Innovation

FHLB Dallas

The Federal Home Loan Bank of Dallas (FHLB Dallas) is one of 11 district
banks in the FHLBank System created by Congress in 1932. FHLB Dallas,
with total assets of $49.5 billion as of March 31, 2016, is a member-owned
cooperative that supports housing and community development by
providing competitively priced advances and other credit products to
approximately 850 members and associated institutions in Arkansas,

Louisiana, Mississippi, New Mexico, and Texas.

The Bank’s primary goal is to provide credit and other services to help
members fund housing, promote small business and small agri-business
growth, as well as economic and community development loans in their
communities. The Bank provides a range of products that help member
financial institutions improve their liquidity position, risk management,

and socioeconomic goals.

The Bank returns each year 10 percent of its profits, in the form of
Affordable Housing Program (AHP) grants, to the communities
served by its member institutions. Since 1990, the Bank, through
its members, has awarded more than $245 million in AHP funds to

assist more than 44,500 families across the five-state District.

In addition, FHLB Dallas provides members with access to educational
workshops, conferences, and webinars throughout the year. View
past webinars and product videos in FHLB Dallas’ Video Library at
fhlb.com/resourcecenter. See a list of upcoming events on the fhlb.com

home page.
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Product Offerings

Discount Note Floating Rate advances (DN Floater) are a fixed-term, adjustable-rate
source of funding that assist member institutions with liquidity needs or leveraging
balance sheets while providing a solution for managing balance sheet interest rate
sensitivity. For example, this advance may be used by a member to match-fund mort-
gage-backed securities with similar maturities and repricing characteristics, or to fund
adjustable-rate mortgage loan portfolios.

Because DN Floaters are based on shorter-term debt (discount notes) issued by the
Federal Home Loan Bank (FHLB) System, they may provide members with the least
expensive source of longer-term, wholesale funding. Rates for FHLB System Discount
Notes issued via auction have remained consistently below comparable LIBOR-
indexed debt since 2000. The DN Floater provides members with the ability to prepay
all or part of the principal without fees at specified rate reset dates.

The reset dates include 4-, 8-, 13-, and 26-week resets from 1- to 10-year maturities.

The Multiple Draw feature allows a Letter of Credit (LOC) to be drawn upon multiple times
rather than the single draw that previously was available. Each time a draw is made, the
outstanding amount of the LOC or LOC Confirmation is reduced by the amount of
the draw.

The Evergreen feature allows a Standby LOC or LOC Confirmation to renew automatically
unless the beneficiary is notified at a predetermined time that it will not be renewed.

Both features increase flexibility when structuring a transaction using either a Standby
LOC or LOC Confirmation.

As with all of the Bank’s LOCs, the Fluctuating Balance LOC provides members with a
competitively priced, easy-to-manage method of collateralizing public unit deposits.
However, Fluctuating Balance LOCs take that convenience a step further by elimi-
nating up-front fees and providing members with potential cost savings. Fees on
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the Fluctuating Balance LOC are charged quarterly in arrears based upon the lesser
of: 1) the notional amount of the LOC; 2) the amount of the public unit deposit(s); or
3) theamount of collateral required to be held against the public unit deposits secured by
the LOC.

For example, members with public deposits related to tax collections may experience
seasonality related to those deposits. The Fluctuating Balance LOC allows the mem-
ber to establish one LOC based upon the maximum expected deposit from the pub-
lic unit depositor. As funds are withdrawn from the account, the balance and required
collateralization also decline. The fee associated with the Fluctuating Balance LOC will
be charged on the reduced amounts. The Fluctuating Balance feature is available for
both Custodial and Direct Standby LOCs. The Fluctuating Balance LOC can be used for a
single depositor (Direct Standby LOC) or multiple depositors (Custodial LOC), as long as
the notional amount of the LOC is at least $25 million.

The Symmetrical Prepayment feature allows a member to prepay a Fixed-Rate, Fixed-
Term, or Principal-Amortizing advance at the lower of par or fair value plus a make-whole
amount, thus allowing the member to realize a portion of the decrease in fair value that
would arise if interest rates have risen since the advance was originated. Traditional
advances without the Symmetrical Prepayment feature cannot be prepaid below par
even if the rates on those advances are significantly lower than current rates.

The Symmetrical Prepayment feature can provide several benefits:

« Liquidity and flexibility — A member could use a Symmetrical Prepayment feature to
provide long-term liquidity but retain the flexibility to prepay and potentially receive a
prepayment credit in a rising-rate environment.

« Offset losses in fixed-rate mortgages, loans, or other investments from rising interest
rates — A member could use a Symmetrical Prepayment feature to fund a fixed-rate
investment and, if interest rates rise, the increased value of the feature may help offset
market value declines of the fixed-rate investment.

The Symmetrical Prepayment feature must be requested by a member at advance
origination and approval is subject to the Bank’s standard credit and collateral policies.



A Forward-Starting advance provides a member an opportunity to take advantage of
the current low-interest rate environment by locking in a rate today for an advance that
settles at a future date.

Members that currently have sufficient liquidity but would like to take advantage of
historically low rates should consider a Forward-Starting advance. Members that
believe the economy will continue to strengthen, and that when rates rise they will
rise rapidly, should consider a Forward-Starting advance.

Figure 1 illustrates a five-year, Fixed-Rate, Fixed-Term advance that settles one
year from today. In this hypothetical example, the member could lock in a rate of
1.90 percent today. However, interest will not begin accruing until after the
funds are received one year later. Forward-Starting advances may be principal-
amortizing, and certain Forward-Starting advances are available with a Symmetrical
Prepayment feature.

Established in 1997, the Mortgage Partnership Finance (MPF®) program provides FHLB
Dallas members with a competitive alternative to the secondary mortgage market.
This high-performing program offers participating members with flexible and reliable
residential mortgage funding solutions. FHLB Dallas members that become Participat-
ing Financial Institutions (PFls) gain opportunities to sell certain fixed-rate, conforming
mortgage loans and have the option to retain servicing of the loans to maintain control
of their customer relationships, or they can sell the servicing,

The MPF program offers three credit enhancement products. Participating members
can choose from MPF Original, MPF 125, or MPF 35 for a credit risk-sharing structure
for a best-execution strategy to originate, sell, and service fixed-rate, residential
mortgage loans to customers.

FHLB Dallas pays members a premium for each customer loan processed into the
pro-gram and, subject to satisfactory loan performance, an ongoing credit
enhancement fee for the life of the loan. This process transfers the liquidity, interest
rate, and prepay-ment risks typically associated with holding long-term, single-family
mortgage loans to FHLB Dallas’ balance sheet and allows the credit risk to be shared.

Figure 1: Hypothetical Example of Five-Year Advance,
Forward Starting in One Year

W Sample rate for a 5-year standard
Fixed-Rate, Fixed-Term advance

Sample rate for a 5-year Fixed-Rate, Fixed-Term
advance forward starting in one year
2.7%

Settle

Originate ~ Advance : ‘
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Today

Amendments to FHLB Dallas’ Capital Plan took effect October 1, 2015. The changes
created two new classes of substock: Class B-1 stock represents the membership in-
vestment requirement and excess stock, while Class B-2 stock represents activity-based
stock. The amended Capital Plan authorizes the Board to declare dividends at different
rates for the two sub-classes of stock. This allows (but does not require) the Bank to pay
higher dividends on activity-based capital stock, thus rewarding members for using the
Bank’s advances.

Dividends related to 2015 fourth quarter activity were paid on March 31, 2016. The
Bank’s annualized dividend rate on Class B-1 stock (membership and excess stock)
was 0.375 percent. The annualized dividend rate on Class B-2 stock (activity-based
stock) was 1.251 percent.

The Capital Plan amendments also authorized the Board to establish one or more
separate advances investment requirement percentages from time to time. This paved
the way for a special advances offering from October 21, 2015, through December 31,
2015, which benefited members by reducing the activity-based capital stock investment
requirement from 4.1 percent to 2 percent for that time period.
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Condensed Statements of Income

Years Ended December 31,

(Dollars in thousands) 2015 2014 2013
Interest income $ 220,488 $ 203,831 $ 243,838
Interest expense 98,899 83,248 95,981
Net interest income 121,589 120,583 147,857
Other income 29,774 8,042 20,692
Other expense 76,702 74,725 70,913
AHP assessments 7,468 5,391 9,766
Net income $ 67,193 $ 48,509 $ 87,870
Net interest margin 0.29% 0.35% 0.45%
Net interest spread 0.27% 0.32% 0.43%
Return on average assets 0.16% 0.14% 0.27%
Return on average equity 3.26% 2.67% 5.15%
Return on average capital stock 4.98% 4.25% 7.92%

Net Income
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Total Assets
(Dollars in billions)

2015

2014

10

2015 vs. 2014

% Change
2014 vs. 2013

8.2
18.8

0.8

270.2
2.6
38.5

38.5

(17.1)
(15.6)
14.3
22.1
17.2

(18.4)

(61.1)
5.4
(44.8)
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25.6
48.1
48.2
46.3
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Condensed Statements of Condition

December 31,

(Dollars in thousands) 2015 2014
Cash and due from banks $ 837,202 $ 1,507,708
Short-term investments

Securities purchased under agreements to resell 1,000,000 350,000

Federal funds sold 2,171,000 5,613,000

Trading securities 8,857 408,563
Long-term investments

Trading securities 202,199 —

Available-for-sale securities 9,713,191 6,388,502

Held-to-maturity securities 3,228,011 4,662,013
Advances 24,746,802 18,942,400
Mortgage loans held for portfolio, net 55,117 71,411
Other 120,915 102,271
Total assets $ 42,083,294 $ 38,045,868
Consolidated obligation discount notes $ 20,541,329 $19,131,832
Consolidated obligation bonds 18,025,959 16,078,700
Other 1,316,694 916,423
Total liabilities 39,883,982 36,126,955
Capital stock — putable 1,540,132 1,222,738
Retained earnings 762,203 699,776
Accumulated other comprehensive income (loss) (103,023) (3,601)
Total capital 2,199,312 1,918,913
Total liabilities and capital $ 42,083,294 $ 38,045,868
Regulatory capital ratio 5.49% 5.07%
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% Change

(44.5)

185.7
(61.3)
(97.8)

NA.
52.0
(30.8)
30.6
(22.8)
18.2
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7.4
12.1
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Joseph F. Quinlan Jr. - Chairman
Chairman

First National Bankers Bank

Baton Rouge, Louisiana

R. Michael Rigby - Vice Chairman
Market President

Liberty Bank

North Richland Hills, Texas

Dianne W. Bolen

Retired Executive Director
Mississippi Home Corporation
Jackson, Mississippi

Patricia P. Brister
President

St. Tammany Parish
Mandeville, Louisiana

Tim H. Carter

President, North Texas Region
Southside Bank

Fort Worth, Texas

Mary E. Ceverha
Civic Volunteer
Dallas, Texas

Albert C. Christman

President and CEO

Guaranty Bank & Trust Company of Delhi
Delhi, Louisiana

C. Kent Conine

President

Conine Residential Group, Inc.
Frisco, Texas

James D. Goudge
Chairman and CEO
Broadway Bank

San Antonio, Texas

W. Wesley Hoskins
President, Chairman, and CEO
First Community Bank

Corpus Christi, Texas

Michael C. Hutsell
President

First Security Bank
Searcy, Arkansas

Arthur (Fred) Miller Jr.
President and CEO

Bank of Anguilla

Anguilla, Mississippi

Sally I. Nelson, CPA
Chairperson

Nextwave Ventures
Huntsville, Texas

John P. Salazar
Attorney

Rodey, Dickason, Sloan,
Akin & Robb, PA.
Albuguerque, New Mexico

Margo S. Scholin
Retired Attorney
Houston, Texas

Ron G. Wiser, CPA
President, CEO, and Director
Bank of the Southwest
Roswell, New Mexico



Michelle Whetten - Chairwoman
Vice President and

Impact Market Leader Gulf Coast
Enterprise Community Partners, Inc.
New Orleans, Louisiana

André Stephens - Vice Chairman
Executive Director

St. Francis Community Development Corporation
Forrest City, Arkansas

Jay Czar

Executive Director

New Mexico Mortgage Finance Authority
Albugquergue, New Mexico

Michelle Den Bleyker

VP Development — Southwest Region
Commonwealth Development Corporation
Albugquergue, New Mexico

Michael Gerber

President & CEO

Housing Authority of the City of Austin
Austin, Texas

Cynthia Griffin

Executive Director

Habitat for Humanity Mississippi Capital Area
Jackson, Mississippi

Jacque Haas Woodring

Board Member

Commonwealth Multifamily Housing Corporation
San Antonio, Texas

Cassie Hicks

Assistant Director of Housing
University of Southern Mississippi
Institute for Disability Studies
Hattiesburg, Mississippi

Matt Hull

Executive Director

Texas Association of Community
Development Corporations
Austin, Texas

Arlene Leviege

Housing Program Coordinator/Manager
Tunica-Biloxi Housing Authority
Marksville, Louisiana

Tim Pierce

Executive Director

South Plains Association of Governments
Lubbock, Texas

Karen Phillips
Deputy Director

Crawford-Sebastian Community Development Council

Fort Smith, Arkansas

Deborah Webster

Principal

Concept Consulting Group, LLC
Albugquergue, New Mexico
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As of January 1, 2016

Steve Otto
First Vice President, Director of Member Sales

Michelle Purnell
Sales Planning and Strategy Manager

Lee Cammerer
Assistant Vice President, Mortgage Partnership Finance Manager

Christopher Hopkins
Vice President, Senior Sales Manager

Kevin Kogucz
Vice President, Senior Sales Manager

Jeff Martin
Senior Sales Manager

Scott Sparks
Senior Sales Manager

Russ Guess
Sales Manager

Jeff Sabin
Sales Manager

As of January 1, 2016

Christina Ungaro
Assistant Vice President, Member Services Manager

Christy Moody
Member Services Associate II

Eva Sanders
Member Services Associate II

Harold Huynh*
Member Services Associate

Stephanie Parnell
Member Services Associate

Vanessa Soto
Member Services Associate

*Joined the department in April 2016.
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