
Company Name: 

Mailing Address: 

ANNUAL REPORT 

Of 

I Mohave Electric Cooperative, Inc.

PO Box 22530 

0 

Bullhead City AZ 

86439-2530 

Docket No.: E-01750A

For the Year Ended: I 12/31/2021

ELECTRIC 

To 

Arizona Corporation Commission 

Due on April 15th 

Email: Util-Compliance@azcc.gov, mail or deliver the completed Annual Report to: 

Arizona Corporation Commission 

Compliance Section - Utilities Division 

1200 West Washington Street 

Phoenix, Arizona 85007 

Application Type: Original Filing 

Application Date: 4/4/2022 

RECEIVED 
BY EMAIL

4/4/2022, 1:45 PM
ARIZONA CORPORATION COMMISSION

UTILITIES DIVISION















RECEIVED BY EMAIL
6/9/2022 11:24 AM

ARIZONA CORPORATION COMMISSION
UTILITIES DIVISION

GORTIZ
Inserted Text





















RECEIVED BY EMAIL
6/9/2022 11:24 AM

ARIZONA CORPORATION COMMISSION
UTILITIES DIVISION



RECEIVED BY EMAIL
6/9/2022 11:24 AM

ARIZONA CORPORATION COMMISSION
UTILITIES DIVISION













RECEIVED BY EMAIL
6/9/2022 11:24 AM

ARIZONA CORPORATION COMMISSION
UTILITIES DIVISION



























RECEIVED BY EMAIL
6/9/2022 11:24 AM

ARIZONA CORPORATION COMMISSION
UTILITIES DIVISION



































Kelso Lynch, P.C., P.A. 
Certified Public Accountants 

Mohave Electric Cooperative, Inc. 
and Subsidiary 

December 31, 2021 

Financial Statements

RECEIVED BY EMAIL
6/9/2022 11:24 AM

ARIZONA CORPORATION COMMISSION
UTILITIES DIVISION



Mohave Electric Cooperative, Inc. and Subsidiary 

Index 

Page 
Officers, Board of Directors, and CEO i 

Independent auditor’s report 1 - 2 

Independent auditor’s report on internal control over financial reporting and on 
compliance and other matters based on an audit of financial statements 
performed in accordance with Government Auditing Standards 3 - 4 

Consolidated balance sheets 5 - 6 

Consolidated statements of revenue and patronage capital 7 

Consolidated statements of comprehensive income 8 

Consolidated statements of cash flows 9 

Notes to consolidated financial statements 10 - 21 

Supplemental Information 

Independent auditor’s report on supplemental information 22 

Consolidating balance sheet 23 - 24 

Consolidating statement of revenue and patronage capital 25 



i 

Mohave Electric Cooperative, Inc. and Subsidiary 

Officers, Board of Directors, and CEO 

Name Office Address 
Joseph Anderson President Bullhead City, Arizona 

Deborah K. Johnson Vice President Bullhead City, Arizona 

Toni D. Barbaro Secretary Bullhead City, Arizona 

Rich Tempelman Treasurer Fort Mohave, Arizona 

Michael Bartelt Director Bullhead City, Arizona 

Cindy Christy Director Mohave Valley, Arizona 

John B. Nelssen Director Kingman, Arizona 

Kevin Nestrick Director Bullhead City, Arizona 

Jose Solar Director    Bullhead City, Arizona 

J. Tyler Carlson CEO Bullhead City, Arizona 



1 

Independent Auditor’s Report 

The Board of Directors 
Mohave Electric Cooperative, Inc. and Subsidiary 
Bullhead City, Arizona 

Opinion 
We have audited the accompanying consolidated financial statements of Mohave Electric Cooperative, Inc. 
and Subsidiary (the Cooperative) (an Arizona corporation), which comprise the consolidated balance 
sheets as of December 31, 2021 and 2020 the related consolidated statements of revenue and patronage 
capital, comprehensive income, and cash flows for the years then ended, and the related notes to the 
consolidated financial statements (collectively, the financial statements).   

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of the Cooperative as of December 31, 2021 and 2020, and the results of its operations and its 
cash flows for the years then ended in accordance with accounting principles generally accepted in the 
United States of America. 

Basis for Opinion 
We conducted our audits in accordance with auditing standards generally accepted in the United State of 
America.  Our responsibilities under those standards are further described in the Auditor’s Responsibilities 
for the Audit of the Financial Statements section of our report.  We are required to be independent of 
Mohave Electric Cooperative and to meet our ethical responsibilities in accordance with the relevant ethical 
requirements relating to our audits.  We believe that the audit evidence we have obtained is sufficient and 
appropriate to provide a basis for our audit opinion. 

Responsibilities of Management for the Financial Statements 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America, and for the 
design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or error. 

In preparing the financial statements, management is required to evaluate whether there are conditions or 
events, considered in the aggregate, that raise substantial doubt about Mohave Electric Cooperative’s 
ability to continue as a going concern within one year after the date that the financial statements are 
available to be issued. 

Auditor’s Responsibilities for the Audit of the Financial Statements 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are 
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes 
our opinion.  Reasonable assurance is a high level of assurance but is not absolute assurance and, 
therefore, is not a guarantee that an audit conducted in accordance with generally accepted auditing 
standards will always detect a material misstatement when it exists.  The risk of not detecting a material 
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, 
forgery, intentional omissions, misrepresentations, or the override of internal control.  Misstatements, 
including omissions, are considered material if there is a substantial likelihood that, individually or in the 
aggregate, they would influence the judgment made by a reasonable user based on the financial 
statements. 
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In performing an audit in accordance with generally accepted auditing standards and Government Auditing 
Standards, we: 

 Exercise professional judgment and maintain professional skepticism through the audit.
 Identify and assess the risks of material misstatement of the financial statements, whether due to

fraud or error, and design and perform audit procedures responsive to those risks.  Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures in
the financial statements.

 Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of Mohave Electric Cooperative’s internal control.  Accordingly, no such opinion is
expressed.

 Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

 Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about Mohave Electric Cooperative’s ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the 
planned scope and timing of the audit, significant audit findings, and certain internal control related matters 
that we identified during the audit. 

Other Reporting Required by Government Auditing Standards 
In accordance with Government Auditing Standards, we have also issued our report dated April 20, 2022 
on our consideration of the Cooperative’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. 
The purpose of that report is solely to describe the scope of our testing of internal control over financial 
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness 
of the Cooperative’s internal control over financial reporting or on compliance.  That report is an integral 
part of an audit performed in accordance with Government Auditing Standards in considering the 
Cooperative’s internal control over financial reporting and compliance. 

Kelso Lynch, P.C., P.A. 
Mission, Kansas 
April 20, 2022 
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Independent Auditor’s Report on Internal Control over Financial  
Reporting and on Compliance and Other Matters Based on an Audit of 

Financial Statements Performed in Accordance with  
Government Auditing Standards 

The Board of Directors 
Mohave Electric Cooperative, Inc. and Subsidiary 
Bullhead City, Arizona 

We have audited, in accordance with the auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the consolidated financial statements of Mohave 
Electric Cooperative, Inc. and Subsidiary (the Cooperative), which comprise the consolidated balance 
sheets as of December 31, 2021 and 2020, and the related consolidated statements of revenue and 
patronage capital, comprehensive income, and cash flows for the years then ended, and the related notes 
to the consolidated financial statements (collectively, the financial statements), and have issued our report 
thereon dated April 20, 2022. 

Internal Control over Financial Reporting 
In planning and performing our audit of the financial statements, we considered the Cooperative’s internal 
control over financial reporting (internal control) to determine the audit procedures that are appropriate in 
the circumstances for the purpose of expressing our opinion on the financial statements, but not for the 
purpose of expressing an opinion on the effectiveness of the Cooperative’s internal control.  Accordingly, 
we do not express an opinion on the effectiveness of the Cooperative’s internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow management 
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct, 
misstatements on a timely basis.  A material weakness is a deficiency, or a combination of deficiencies, in 
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s 
financial statements will not be prevented, or detected and corrected, on a timely basis.  A significant 
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a 
material weakness, yet important enough to merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph and was 
not designed to identify all deficiencies in internal control that might be material weaknesses or significant 
deficiencies.  Given these limitations, during our audit we did not identify any deficiencies in internal control 
that we consider to be material weaknesses.  However, material weaknesses may exist that have not been 
identified. 

Compliance and Other Matters 
As part of obtaining reasonable assurance about whether the Cooperative’s financial statements are free 
from material misstatement, we performed tests of its compliance with certain provisions of laws, 
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material 
effect on the determination of financial statement amounts.  However, providing an opinion on compliance 
with those provisions was not an objective of our audit, and accordingly, we do not express such an opinion.  
The results of our tests disclosed no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards. 
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Purpose of this Report 
The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance.  This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the Cooperative’s internal control and compliance. 
Accordingly, this communication is not suitable for any other purpose.  

Kelso Lynch, P.C., P.A. 
Mission, Kansas 
April 20, 2022 



2021 2020
Utility Plant

Electric plant in service - at cost 136,059,233$  125,285,986$  
Construction work-in-progress 16,513,797 18,021,412

152,573,030 143,307,398
Less accumulated provision for
depreciation and amortization (58,446,034) (54,500,606)

Net utility plant 94,126,996 88,806,792

Other Assets and Investments
Subordinated certificates 2,916,010 3,166,010
Investments in associated organizations   58,581,614 56,895,402
Non-utility property 1,714,429 72,000
Other investments 25,067,839 22,690,935

Total other assets and investments 88,279,892 82,824,347

Current Assets
Cash and cash equivalents    425,811 20,283,319
Temporary cash investments 414,763 886,831
Notes receivable - current portion 58,000 93,000
Accounts receivable

Customers, net of allowance
accounts of $84,483 and $110,557 2,720,676 3,317,654

Materials and supplies 1,633,620 1,601,067
Other current and accrued assets 3,684,390 3,877,614

Total current assets 8,937,260 30,059,485

Deferred Debits 44,111,889 16,562,607
Total deferred debits 44,111,889 16,562,607
Total assets 235,456,037$  218,253,231$  

Assets

Mohave Electric Cooperative, Inc. and Subsidiary
Consolidated Balance Sheets

at December 31, 2021 and 2020

The accompanying notes are an integral part of these financial statements.  5



2021 2020
Members' Equity

Patronage capital   105,148,211$  102,766,876$  
Accumulated other comprehensive income 681,426 1,023,069
Other equities 8,672,796 8,226,409

Total members' equity 114,502,433 112,016,354

Long-Term Debt
Mortgage notes payable  87,260,064 72,226,294
Other long-term debt 86,126 1,104,676
Less current maturities (3,243,000) (4,650,000)

Total long-term debt 84,103,190 68,680,970

Current Liabilities
Current maturities on long-term debt 3,243,000 4,650,000
Notes payable - lines of credit 2,700,000 6,650,115
Accounts payable 4,931,725 4,235,582
Accrued liabilities

Taxes 1,161,293 1,162,140
Interest 31,616 79,229

Other current liabilities 5,101,980 4,898,340
Total current liabilities 17,169,614 21,675,406

Other Liabilities
Deferred credits 19,680,800 15,880,501

Total other liabilities 19,680,800 15,880,501
Total members' equity and liabilities 235,456,037$  218,253,231$  

Members' Equity and Liabilities
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Operating Revenue 75,400,837$    100.00% 74,374,999$    100.00%

Operating Expenses
Cost of power 54,439,820 72.20% 53,648,176 72.14%
Production 48,270 0.06% - 0.00%
Transmission 220,159 0.29% 197,253 0.27%
Distribution - operations 3,735,915 4.95% 3,408,754 4.58%
Distribution - maintenance 1,945,891 2.58% 1,814,969 2.44%
Consumer accounts 2,159,811 2.86% 2,033,447 2.73%
Customer service and information 562,439 0.75% 543,108 0.73%
Administrative and general 5,631,813 7.47% 4,744,328 6.38%
Depreciation and amortization 4,332,839 5.75% 4,062,705 5.46%
Taxes 45,308 0.06% 14,592 0.02%

Total operating expenses 73,122,265 96.97% 70,467,332 94.75%

Operating Margins Before Fixed Charges 2,278,572 3.03% 3,907,667 5.25%

Fixed Charges
Interest on long-term debt 1,609,203 2.13% 2,514,996 3.38%
Other interest 153,748 0.20% 58,937 0.08%

Total fixed charges 1,762,951 2.33% 2,573,933 3.46%

Operating Margins After Fixed Charges 515,621 0.70% 1,333,734 1.79%

G & T and Other Capital Credits 2,485,265 3.30% 1,995,034 2.69%

Net Operating Margins 3,000,886 4.00% 3,328,768 4.48%

Nonoperating Income
Interest income 819,713 1.09% 875,149 1.18%
Miscellaneous income 619,124 0.82% 15,027 0.02%

Total nonoperating income 1,438,837 1.91% 890,176 1.20%

Net Margins for the Year 4,439,723 5.91% 4,218,944 5.68%

Patronage Capital at Beginning of Year 102,766,876 100,277,322

Retirement of Capital Credits (2,058,388) (1,729,390)
Patronage Capital at End of Year 105,148,211$  102,766,876$  

Consolidated Statements of Revenue and Patronage Capital
Mohave Electric Cooperative, Inc. and Subsidiary

2021 2020

For the Years Ended December 31, 2021 and 2020

The accompanying notes are an integral part of these financial statements.  7



2021 2020
Net Margins 4,439,723$      4,218,944$      

Other Comprehensive Income
Unrealized gain or loss on available-for-sale securities

Net gain (loss) arising during period (341,643) 999,325
Other comprehensive gain (loss) (341,643) 999,325

Comprehensive Income 4,098,080$      5,218,269$      

For the Years Ended December 31, 2021 and 2020
Consolidated Statements of Comprehensive Income

Mohave Electric Cooperative, Inc. and Subsidiary

The accompanying notes are an integral part of these financial statements.  8



2021 2020
Cash Flows From (Used For) Operating Activities

Net margins 4,439,723$      4,218,944$      
Adjustments to reconcile net margins to net cash
provided by operating activities

Depreciation 4,332,839 4,346,333
G & T and other capital credits (2,485,265) (1,995,034)
Amortization of early debt extinguishment expense 62,770
Forgiveness of long-term debt (1,018,550) - 
Changes in operating assets and liabilities

(Increase) decrease in operating assets
Accounts receivable 596,978 133,585
Inventory (32,553) (22,399)
Other current assets 193,224 (237,468)
Deferred debits 828,111 (7,630,040)

Increase (decrease) in operating liabilities
Accounts payable 696,143 177,676
Accrued taxes (47,613) 30,327
Accrued interest (847) 3,957
Other accrued liabilities 203,640 73,397
Deferred credits 3,800,299 8,177,421

Net cash from operating activities 11,506,129 7,339,469

Cash Flows From (Used For) Investing Activities
Investment in plant (39,672,865) (4,488,843)
Patronage capital recovery 796,503 752,103
Temporary cash investments 472,068 (224,188)
Other investing activities (2,430,997) (4,437,878)

Net cash used for investing activities (40,835,291) (8,398,806)

Cash Flows From (Used For) Financing Activities
Loan funds received 18,000,000      16,904,827      
Retirement of long-term debt (2,966,230) (3,447,304)
Proceeds from line credit 17,800,000 18,700,115
Repayments on line credit (21,750,115) (13,350,000)
Retirement of capital credits (2,058,388) (1,729,390)
Other financing activities 446,387 1,529,904

Net cash from financing activities 9,471,654 18,608,152

Net Increase (Decrease) in Cash and Cash Equivalents (19,857,508) 17,548,815

Cash and Cash Equivalents at Beginning of Year 20,283,319 2,734,504
Cash and Cash Equivalents at End of Year 425,811$         20,283,319$    

Supplemental Cash Flows Information
Cash paid for interest 2,829,115$      2,569,976$      

Mohave Electric Cooperative, Inc. and Subsidiary
Consolidated Statements of Cash Flows

For the Years Ended December 31, 2021 and 2020

The accompanying notes are an integral part of these financial statements.  9
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Notes to Financial Statements 
December 31, 2021 and 2020 
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Note 1 - Summary of Significant Accounting Policies 
The consolidated financial statements include the accounts of Mohave Electric Cooperative, Inc. (an 
Arizona not-for-profit corporation) and its wholly-owned subsidiary, MEC Communications, LLC (an Arizona 
for-profit corporation).  All references to the Cooperative include both Mohave Electric Cooperative, Inc. 
and MEC Communications, LLC.  All significant intercompany transactions and balances have been 
eliminated. 
 
Mohave Electric Cooperative, Inc. (the Cooperative) (MEC) is an electric distribution cooperative serving 
customers in three counties in northwest Arizona.  MEC Communications, LLC (MECC) provides fiber optic 
services to customers in the same general geographical area as served by the Cooperative. 
 
Accounting policies - As a regulated enterprise with a member-elected Board of Directors, the Cooperative 
accounts for such regulation under professional accounting standards ASC 980, Regulated Industries.  The 
accounting policies followed by the Cooperative are in conformity with generally accepted accounting 
principles as they apply to a regulated electric utility.  The rates are regulated by the Arizona Corporation 
Commission (ACC) and are designed to recover the cost of providing electric distribution to the members 
of the Cooperative. 
 
The Cooperative employs the Uniform System of Accounts prescribed by the Rural Utilities Service (RUS).  
As a result, the application of generally accepted accounting principles by the Cooperative differs in certain 
respects from such application by nonregulated enterprises.  These differences primarily concern the timing 
of the recognition of certain revenue and expense items. 
 
Recognition of revenue - Electric revenue and the related cost of power is recognized when electricity is 
consumed by the ultimate customer.  Compensation for broadband revenue is received through monthly 
charges for providing service to customers that subscribe to these services and recognized in the month 
the service is provided.  Customers are billed monthly and electric and broadband revenue are recognized 
over the period of time the services are provided to the consumer.   
 
The Cooperative collects taxes from its members on behalf of taxing authorities and revenue is reported 
net of these taxes in the statements of revenue. 
 
The Cooperative uses a single five-step model to identify and recognize revenue from contracts with 
members (Member Revenue) upon transfer of control of promised goods or services to customers in an 
amount that reflects the consideration to which it expects to be entitled in exchange for those goods or 
services.  The following table summarizes the Cooperatives’ revenue by member class, including a 
reconciliation to the Cooperative’s reportable operating revenue on the Statements of Revenue and 
Patronage Capital. 
 

2021 2020
Electric

Residential 45,136,009$    44,923,758$    
Irrigation 474,840          442,521          
Commercial and Industrial 26,609,543     25,437,047     
Other 3,010,991       3,426,349       

Total electric energy revenue 75,231,383     74,229,675     

Broadband revenue 169,454          145,324          
Total opeating revenue 75,400,837$    74,374,999$    

Customer Revenue
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Property, plant, and equipment - Depreciation is recorded on the composite basis for transmission and 
distribution plant, and the unit basis (straight-line basis) for general plant, and is charged to capital and 
operating accounts at rates adopted by the Board of Directors in conformity with guide lines provided by 
AUS and the ACC. Depreciation provisions are computed on additions beginning the month after they are 
placed in service.  When units of property are retired, their average cost (specific unit cost for substantially 
all of the general plant) is removed from utility plant and the cost, less net salvage, is removed from 
allowances for depreciation.  Expenditures for normal repairs and maintenance are charged to operations 
as incurred. 

Continuing property records are maintained on a current basis.  These provide the average installed cost 
of the plant in service. 

The Cooperative has determined that it does not have any long-lived assets for which it has a contractual 
or legal obligation to remove in the future. 

Investments - Investments in associated organizations are carried at cost plus allocated equities.  Other 
amounts included in investments are generally carried at cost. 

Investments in debt and equity securities - The Cooperative accounts for its investments in debt and equity 
securities in accordance with the provisions of Accounting Standards Update ASU 2016-01, Financial 
Instruments.  This guideline eliminates the requirement to disclose the fair value of financial instruments 
measured at amortized cost for entities that are not public business entities.  This guidance also requires 
equity securities to be carried on the balances sheet at fair value, with the difference between fair value 
and cost reported as other income on the statement of revenue and patronage capital.   

Accounts receivable - The Cooperative carries its accounts receivable at cost less an allowance for 
doubtful accounts.  On a periodic basis, the Cooperative evaluates its electric accounts receivable and 
establishes an allowance for doubtful accounts, based on past history of bad debt write-offs, collections, 
and current credit conditions.  Electric accounts receivable are generally considered past due if the 
Cooperative has not received payment by the due date of the bill and are generally turned over for 
collection if they remain unpaid for 60 days.  It is the Cooperative's policy that accounts are written off if 
they remain uncollected, and collection efforts have been exhausted.  Payments received on accounts 
after they are written off are considered a recovery of the bad debt.  As of December 31, 2021 and 2020, 
the Cooperative had approximately $15,032 and $16,379, respectively, in electric accounts receivable 
that were over 90 days old. 

Contract receivables from contracts with customers for the years ended December 31, 2021 and 2020 were 
as follows: 

2021

Receivables End of Year End of Year
Beginning

of Year
Customers 2,720,676$     3,317,654$     3,451,239$     

2020

Materials and supplies - Materials and supplies are priced at the lower of cost or market.  Cost is determined 
using the average cost method. 

Cash equivalents - The Cooperative considers all short-term deposits and highly liquid investments with an 
original maturity date of three months or less to be cash and cash equivalents. 

Income taxes - In conformity with its bylaws, the Cooperative conducts its operations on a cooperative 
nonprofit basis.  Annual revenue, in excess of the cost of providing service, is allocated in the form of capital 
credits to the members' capital accounts on the basis of patronage. 
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The Cooperative has a letter of exemption from federal income tax, issued by the Internal Revenue Service, 
and files IRS Form 990 annually.  An evaluation of whether or not it has any uncertain tax positions is 
determined on an annual basis by the Cooperative.  While the Cooperative believes it has adequately 
provided for all tax positions, amounts asserted by taxing authorities could be different than the positions 
taken by the Cooperative.  The Cooperative recognizes any interest and penalties assessed by taxing 
authorities in income tax expense and, with few exceptions, is no longer subject to federal, state, or local 
income tax examinations by taxing authorities for years before 2018. 

MEC Communications LLC (Company) began operations during the year ended December 31, 2020 and 
made the election to file IRS Form 1120 annually.  While the Company believes it has adequately provided 
for all tax positions, amounts asserted by taxing authorities could be different than the positions taken by 
the Company.  The Company recognizes any interest and penalties assessed by taxing authorities in 
income tax expense. 

Note 2 - Use of Estimates, Certain Significant Risks, and Uncertainties 
The preparation of financial statements in conformity with generally accepted accounting principles requires 
management to make estimates and assumptions that affect certain reported amounts and disclosures. 
Accordingly, actual results could differ from those estimates. 

Concentrations of credit risk arises from the Cooperative's granting of credit to its member customers, 
uninsured funds deposited in federally insured financial institutions which may be in excess of the insurance 
limits at various times during the year, and other uninsured cash funds of $414,763 and $886,831 at 
December 31, 2021 and 2020, respectively. 

Note 3 - Assets Pledged 
Substantially all assets are pledged as security for long-term debt to RUS, the Federal Financing Bank 
(FFB), the National Rural Utilities Cooperative Finance Corporation (CFC), and CoBank. 

Note 4 - Utility Plant  
A summary of the utility plant and accumulated depreciation follows: 

Utility Plant Balances 2021 2020
Intangible plant 579$  579$  
Production plant 7,983,278       - 
Transmission plant 16,496,859 16,447,713
Distribution plant 96,470,540 94,222,717
General plant 14,865,419 14,372,419
Electric plant acquisition adjustment 242,558 242,558

Total electric plant 136,059,233 125,285,986
Construction work-in-progress 16,513,797 18,021,412

Total utility plant 152,573,030 143,307,398

Accumulated depreciation
Production plant 218,752 - 
Transmission plant 6,456,444 6,017,107
Distribution plant 41,384,882 38,901,965
General plant 10,602,650 9,712,421
Electric plant acquisition adjustment 242,558 242,558

58,905,286 54,874,051
Retirement work-in-progress (459,252) (373,445)

Total accumulated depreciation 58,446,034 54,500,606
Net utility plant 94,126,996$    88,806,792$    
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Production plant is depreciated, under the straight-line composite basis, at the annual rate of 2.75%. 

Transmission plant is depreciated, under the straight-line composite basis, at the annual rate of 2.75%. 

Distribution plant is depreciated, under the straight-line composite basis, at annual rates ranging from 
1.80% to 19.16%. 

General plant is depreciated over the estimated useful life of the assets, under the straight-line composite 
basis, at various rates ranging from 2% to 20%. 

Note 5 - Subordinated Certificates 
2021 2020

Capital term certificates 562,410$         562,410$         
Loan term certificates 103,600 103,600
Medium term notes 250,000 500,000
Member capital securities 2,000,000 2,000,000

Total 2,916,010$      3,166,010$      

The capital term certificates yield 5% and the loan term certificates yield 3%.  All of the certificates have 
various maturity dates through the year 2080. 

The medium terms note have interest rates ranging from 2.09% to 2.89% and mature through July 2024. 

The member capital securities yield 5% and mature through December 23, 2044. 

Note 6 - Investments in Associated Organizations 
This category consists mainly of patronage capital due from organizations of which the Cooperative is a 
member. 

2021 2020
Patronage capital - CFC 398,395$        416,023$        
Patronage capital - Arizona Electric Power Coop. 56,423,753 54,846,353
Patronage capital - NRTC 79,061 180,664
Patronage capital - CoBank 410,004 318,165
Patronage capital - Federated Rural Insurance 285,918 267,809
Patronage capital - Western United 579,602 467,216
Patronage capital - NISC 182,480 190,537
Other investments in associated organizations 222,401 208,635

Total 58,581,614$    56,895,402$    

Note 7 - Nonutility Property 
A summary of nonutility property and accumulated depreciation follows: 

Nonutility Property Balances 2021 2020
Fiber plant under construction 1,646,429$     -$  
Other nonutility property 90,000            90,000            

Total nonutility property 1,736,429 90,000

Accumulated depreciation (22,000) (18,000)
Net nonutility property 1,714,429$     72,000$          

As of December 31, 2021, the fiber plant is under construction.  Other nonutility property is depreciated, 
under the straight-line composite basis, at the annual rate of 4.5%. 
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Note 8 - Other Investments 
Other investments consisted of the following at December 31, 2021 and 2020: 

2021 2020
Notes receivable - renewable energy projects 11,933$          63,876$          
Notes receivable - employees 46,462 29,305
Note receivable - economic development 2,722,224 2,877,265
Deferred compensation 109,572 97,929
Marketable securities 22,235,648 19,715,560

25,125,839 22,783,935
Less current portion (58,000) (93,000)

Total 25,067,839$    22,690,935$    

The notes receivable are carried at cost, are current at both December 31, 2021 and 2020.  The note 
receivable-economic development is secured by a letter of credit and the others are unsecured.  
Management believes they will all be collected in full.  The notes receivable-employees are repaid through 
payroll deduction. 

The Cooperative determines the appropriate classification of its investment securities (debt and equity 
securities) at the time of purchase and reevaluates such determinations at each balance sheet date. 
Investments are classified as held-to-maturity when the Cooperative has the positive intent and ability to 
hold the securities to maturity.  For those not classified as held-to-maturity, they are classified as available-
for-sale since the Cooperative does not intend to sell them in the near-term.  The investments classified as 
held-to-maturity are stated at cost and those classified as available-for-sale are stated at fair value, as 
determined by quoted market prices. 

As of December 31, 2021, marketable securities consisted of the following: 

Gains in Losses in
Amortized Comprehensive Comprehensive

Cost Income Income Fair Value
Corporate bonds 10,590,095$  3,676,280$        (3,601,368)$       10,665,007$  
Tax-exempt bonds 5,763,846 2,485,043 (2,011,124) 6,237,765
Mutual funds 93,499 93,499
Common/PFD stocks 5,239,377 5,239,377

Total marketable securities 21,686,817$  6,161,323$        (5,612,492)$       22,235,648$  

December 31, 2021

As of December 31, 2020, marketable securities consisted of the following: 

Gains in Losses in
Amortized Comprehensive Comprehensive

Cost Income Income Fair Value
Corporate bonds 8,187,628$    3,062,819$        (2,375,974)$       8,874,473$    
Tax-exempt bonds 6,450,310 2,000,026 (1,674,601) 6,775,735
Mutual funds 98,075 98,075
Common/PFD stocks 3,967,277 3,967,277

Total marketable securities 18,703,290$  5,062,845$        (4,050,575)$       19,715,560$  

December 31, 2020

Proceeds from sales of marketable securities were $3,207,946 and $8,101,532 in 2021 and 2020, 
respectively.  The gross realized gains on sales of available-for-sale securities totaled $31,652 and $22,293 
in 2021 and 2020, respectively, and the gross realized losses totaled $97,293 and $190,827 in 2021 and 
2020, respectively.  The change in net unrealized holding gains (losses) on available-for-sale securities 
included as a separate component of comprehensive income before tax totaled $(313,678) and $999,325 
in 2021 and 2020, respectively.  
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Management evaluates the need for recording an other-than-temporary impairment for these investments 
annually.  Based on the nature and financial information available for each individual investment, the length 
of time and extent of its fair value being below cost and the Cooperative’s ability and intent to hold the 
investments for a sufficient time to allow for the recovery of the cost of the investment, an other-than-
temporary impairment has not been recognized as of December 31, 2021 and 2020.  The following shows 
the unrealized losses and fair value of the Cooperative’s investments with unrealized losses that are not 
deemed to be other-than-temporarily impaired, at December 31:   

Fair Unrealized Fair Unrealized Fair Unrealized 
Value Losses Value Losses Value Losses

Corporate bonds 655,049$        (16,083)$         1,419,158$     (38,176)$         2,074,207$     (54,259)$         
Tax-exempt bonds 1,423,621 (14,087) 339,910 (3,838) 1,763,531$     (17,925)$         
Fixed Income Bonds 1,530,880 (24,736) 0 0 1,530,880$     (24,736)$         

Totals 3,609,550$     (54,906)$         1,759,068$     (42,014)$         5,368,618$     (96,920)$         

Value Losses Value Losses Value Losses
Corporate bonds 1,107,323$     (100,249)$       544,380$        (19,468)$         1,651,703$     (119,717)$       
Tax-exempt bonds 14,387 (2,423) 51,636 (338) 66,023$          (2,761)$           

Totals 1,121,710$     (102,672)$       596,016$        (19,806)$         1,717,726$     (122,478)$       

2020

2021

Less Than 12 Months 12 Months or Greater Total

Note 9 - Other Current Assets 
Other current assets consisted of the following at December 31, 2021 and 2020: 

2021 2020
Accrued utility revenue 2,765,924$     3,110,592$     
Prepaid insurance 239,695 226,106
Interest receivable 113,675 168,255
Prepaid dues 263,407 248,038
Prepaid right-of-way rent 30,880 31,339
Undistributed warehouse expense 18,501 16,034
Other prepaid expenses 252,308 77,250

Total 3,684,390$     3,877,614$     

Note 10 - Deferred Debits 

2021 2020
Past service pension cost 81,245$          132,987$        
Construction advances - electric 14,273,348 15,392,103
Construction advances TWN - broadband project 28,377,393 - 
Prepaid pension cost * 276,924 514,284
Undistributed clearing accounts (26,065) (3,858)
Broadand project 331,944 38,285
Rate case 68,099 - 
Fixed assets not placed in service 199,920 - 
Other deferred debits 529,081 488,806

Total 44,111,889$    16,562,607$    

* Approved by RUS
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Past service pension cost is amortized on the straight-line basis over future periods as allowed for under 
ASC 980, Regulated Enterprises.  Amortization amounted to $51,472 and $47,881 for the years ended 
December 31, 2021 and 2020, respectively. 

The construction advances made on transmission projects will be recovered over future periods through 
credits on purchased power from the Cooperative's power suppliers as per the contractual agreements. 

The Cooperative has contracted with TWN Communications to construct a broadband network.  The 
construction advances to TWN for the fiber build-out will be used in future periods to construct fiber plant.  
See Note 22 - Commitments, for additional information. 

At the December 2012 meeting of the l&FS Committee of the NRECA Board of Directors, the Committee 
approved an option to allow participating cooperatives in the Retirement Security (RS) Plan (a defined 
benefit multi-employer plan) to make a prepayment and reduce future required contributions.  The 
prepayment amount is the Cooperative's share, as of January 1, 2013, of future contributions required to 
fund the RS Plan's unfunded value of benefits earned to date using Plan actuarial valuation assumptions. 
The prepayment amount will typically equal approximately 2.5 times a cooperative's annual RS Plan 
required contribution as of January 1, 2013.  After making the prepayment, for most cooperatives the billing 
rate is reduced by approximately 25%, retroactive to January 1, 2013.  The 25% differential in billing rates 
is expected to continue for approximately 15 years.  However, with changes in interest rates, asset returns, 
other plan experiences different from what is expected, plan assumption changes, and other factors could 
have an impact on the differential in billing rates and the 15-year period as originally expected. 

Two prepayment options were available to participating entities: 

1. Use current assets to make the prepayment over a period not more than four years.
2. Borrow funds sufficient to make the prepayment in a lump sum, with the repayment of the borrowed

amount determined by the loan's amortization schedule.

In February 2013, the Cooperative made a prepayment of $2,373,604 to the RS Plan.  The Cooperative 
is amortizing this amount over ten years, as allowed for by regulated industries under ASC 980, 
Accounting for the Effects of Certain Types of Regulation.  Amortization amounted to $237,360 for both 
the years ended December 31, 2021 and 2020. 

Note 11 - Members’ Equity 
Accumulated

Other
Comprehensive Other

Allocated Unallocated Income (AOCI) Equities Total
Balance, December 31, 2019  $   100,277,268  $ 54 23,744$              $     7,695,830 107,996,896$   
Net margin 4,218,944 4,218,944
Allocation, 2019 1,921,093 (1,921,093)
Memberships, net 3,815 3,815
Retirement of capital credits (1,729,390) 115,629 (1,613,761)
Changes in accumulated other

comprehensive income 999,325 999,325
Other changes 411,135 411,135
Balance, December 31, 2020 100,468,971 2,297,905 1,023,069 8,226,409 112,016,354     

Net margin 4,439,723 4,439,723          
Allocation, 2020 4,011,978 (4,011,978)
Memberships, net 3,970 3,970 
Retirement of capital credits (2,058,388) 159,872 (1,898,516)         
Changes in accumulated other

comprehensive income (341,643) (341,643)            
Other changes 282,545 282,545             
Balance, December 31, 2021 102,422,561$   2,725,650$     681,426$           8,672,796$     114,502,433$   

Patronage Capital
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Under the provisions of the RUS mortgage agreement, until the equities and margins equal or exceed 30% 
of the total assets of the Cooperative, the retirement of capital credits is generally limited to 25% of the 
patronage capital or margins from the prior calendar year.  The CFC and CoBank mortgage agreement 
provisions differ slightly.  This limitation does not usually apply to capital credit retirements made exclusively 
to estates. 

The total equities of the Cooperative are approximately 49% and 51% of the total assets as of December 31, 
2021 and 2020, respectively.  Other equities consist of memberships, donated capital, accumulated other 
comprehensive income, and retired capital credits gain. 

Changes in the accumulated balances for each component of other comprehensive income for the years 
ended December 31, 2021 and 2020 are presented below: 

Accumulated
Unrealized Other

Gains (Losses) Comprehensive
on Securities Income

Beginning balance 1,023,069$     1,023,069$     
Current period other comprehensive income (341,643) (341,643)

Ending balance 681,426$        681,426$        

Beginning balance 23,744$          23,744$          
Current period other comprehensive income 999,325 999,325

Ending balance 1,023,069$     1,023,069$     

2021

2020

Note 12 - Long-Term Debt 
Long-term debt consists of mortgage notes payable to RUS, FFB, CFC, and CoBank; and other long-term 
debt with various maturities through January 2045.  The following is a summary of these notes: 

2021 2020
RUS mortgage notes 1,928,689$     2,107,879$     
CFC mortgage note 1,104,936 1,366,435
CFC conversion fees 188,310 238,526
FFB mortgage notes 35,634,960 36,923,878
CoBank mortgage notes 48,591,479 31,817,106
Rural economic development loan 86,126 97,122
Payroll protection plan loan - 1.00% - 1,018,550

87,534,500 73,569,496
Less early extinguishment of debt expense (188,310) (238,526)

87,346,190 73,330,970
Less current maturities (3,243,000) (4,650,000)

Total 84,103,190$    68,680,970$    

The RUS notes have fixed interest rates that ranged from 5.00% to 5.25% as of both December 31, 2021 
and 2020, and mature June 2030. 

The CFC note has a fixed interest rate 5% as of both December 31, 2021 and 2020.  The note carries a 
prepayment penalty and matures September 2025. 
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The FFB notes have fixed interest rates that ranged between 0.980% and 5.053% as of both December 31, 
2021 and 2020.  They have various maturities through January 2045. 
 
The CoBank notes have fixed interest rates that ranged between 1.970% and 4.882% as of both          
December 31, 2021 and 2020.  They have various maturities through February 2031. 
 
As of December 31, 2021, FFB was committed to advance loan funds, for construction purposes, in the 
amounts of $2,868,000, for which a loan agreement has been executed. 
 
As of December 31, 2021, CoBank was committed to advance loan funds, for the broadband project, in the 
amount of $43,000,000 for which a loan agreement has been executed. 
 
In June 2020, the Cooperative applied for and received a loan through the Small Business Administration 
(SBA) Paycheck Protection Program as defined in the Coronavirus Aid, Relief, and Economic Security Act 
(CARES Act).  The loan amount was $1,018,550, facilitated by BBVA USA.  Under the CARES Act 
provisions, the loan can be forgiven if the Cooperative complies with certain labor requirements including 
maintaining at least the same number of full-time equivalent employees from the time of application of the 
loan until the time of application for forgiveness.  The Cooperative met the requirements and forgiveness 
of the full amount of this loan was approved by the SBA in 2021.  The amount forgiven was recorded as 
non-operating revenue in 2021. 
 
Based on current obligations, principal payments toward the above long-term debt for the next five years 
will require approximately: 
 
For the Years Ending Amount
December 31, 2022 3,243,000$     
December 31, 2023 3,390,000$     
December 31, 2024 3,503,000$     
December 31, 2025 3,527,000$     
December 31, 2026 3,357,000$      
 
Note 13 - Other Current Liabilities 
Other current liabilities consisted of the following at December 31, 2021 and 2020: 
 

2021 2020
Customers' deposits 3,459,837$     3,339,211$     
Patronage capital payable 112,073 73,551
Accrued payroll 315,549 292,065
Accrued employees vacation 408,490 377,481
Accrued sick leave 779,721 760,022
Other current liabilities 26,310 56,010

Total 5,101,980$     4,898,340$     

 
Note 14 - Short-Term Lines of Credit 
The Cooperative has a $6,700,000 line of credit agreement, with a variable interest rate, established with 
CFC.  It expires December 28, 2022.  As of December 31, 2021, $2,700,000 of funds had been drawn and 
remained outstanding at an interest rate of 2.25%.  As of December 31, 2020, $6,650,115 of funds had 
been drawn and remained outstanding at an interest rate of 2.25%. 
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The Cooperative also has a $4,900,000 line of credit agreement, with a variable interest rate, established 
with CoBank.  It expires April 10, 2022.  There were no funds outstanding on the line of credit as of 
December 31, 2021 and 2020.  It was renewed for one year before the financial statement issuance date. 
 
Note 15 - Deferred Credits 
Deferred credits consisted of the following at December 31, 2021 and 2020: 

2021 2020
Customers' prepayments 2,223,166$     1,717,512$     
Fuel cost over-recovery 11,441,004     8,850,447       
Energy efficiency surcharge 1,625,746       1,865,246       
Customers' advances for construction 2,615,325       2,011,190       
Deferred revenue assessments 449,615          452,179          
Deferred special equipment installation cost 296,580          87,720            
Deferred compensation 624,264          612,620          
Deferred retirement expense -                    57,058            
Other deferred credits 405,100          226,529          

Total 19,680,800$    15,880,501$    

 
The Cooperative's tariffs for electric service, as approved by the ACC, include a power cost recovery 
factor under which any differences between the revenue generated from the power cost included in base 
rates and actual power cost are deferred and are either charged or credited to customers' monthly billings.  
As of December 31, 2021 and 2020, the Cooperative had accumulated net over-recovery $11,441,004 
and $8,850.447, respectively. 
 
Note 16 - Pension Plan 
The National Rural Electric Cooperative Association (NRECA) Retirement Security Plan (RS Plan) is a 
defined benefit pension plan qualified under Section 401 and tax-exempt under Section 501 (a) of the 
Internal Revenue Code.  It is a multi-employer plan under the accounting standards.  The Plan Sponsor's 
Employer Identification Number is 53-0116145 and the Plan Number is 333. 

A unique characteristic of a multi-employer plan compared to a single employer plan is that all plan assets 
are available to pay benefits of any plan participant.  Separate asset accounts are not maintained for 
participating employers.  This means that assets contributed by one employer may be used to provide 
benefits to employees of other participating employers. 

The Cooperative’s contributions to the RS plan in 2021 and 2020 represented less than 5% of the total 
contributions made to the plan by all participating employers.  There have been no significant changes that 
affect the comparability of 2021 and 2020 amounts. 

Pension cost incurred during the years ended December 31, 2021 and 2020, consisted of the following: 
 

2021 2020
Past service pension cost 47,881$          47,881$          
Current payments to plan 761,461 788,752
Amortization of prepaid pension cost 237,360 237,360

Total 1,046,702$     1,073,993$     

 
In the RS Plan, a "zone status” determination is not required, and therefore not determined under the 
Pension Protections Act (PPA) of 2006.  In addition, the accumulated benefit obligations and plan assets 
are not determined or allocated separately by individual employer.  In total, the Retirement Security Plan 
was over 80% funded at both January 1, 2021 and 2020 based on the PPA funding target and PPA actuarial 
value of assets on those dates.  
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Because the provisions of the PPA do not apply to the RS Plan, funding plans and surcharges are not 
applicable.  Future contribution are determined each year as part of the actuarial valuation of the change 
as a result of plan experience.  

Employees of the Cooperative can participate in the National Rural Electric Cooperative Association 
(NRECA) SelectRE 401(k) plan, provided they meet plan specifications.  The Cooperative will contribute 
up to 5% of matching contributions for all hires prior to July 1, 2014 and up to 6% on all hires after June 30, 
2014.  The Cooperative’s contribution for the years ended December 31, 2021 and 2020 was $233,369 and 
$225,372, respectively. 

Note 17 - Deferred Compensation 
The Cooperative has a deferred compensation plan that key employees can participate in, with the Plan 
funded with employee payroll deductions and employer contributions.  The plan allows investments in 
NRECA Homestead Fund securities.  The Plan benefits are payable to the Cooperative, for the benefit of 
the employee, and the deferred compensation plan agreement between the employee and the Cooperative 
provides for payment of benefits in the event of death, disability, retirement, or payouts prior to such as 
agreed upon by the Board of Directors and the employee participant. 

Note 18 - Participation in Power Pool 
In 2013, the Cooperative entered into an agreement with ACES/AEPCo Power Marketing to assist in 
managing the Cooperative’s power resources.  ACES and AEPCo coordinate to act as the scheduling and 
dispatch agent and assist in managing the electric resources available for purchase and resale on behalf 
of the Cooperative.  

An itemized Master Supplemental Services Agreement statement is generated monthly by AEPCo for the 
previous month's marketing activity.  The Cooperative pays the statement or receives credit if the statement 
is a balance due the Cooperative, on a monthly basis as part of the monthly payment process to AEPCo 
for the resources consumed by the Cooperative's members.  The itemized statement includes all brokerage 
and ancillary charges incurred in the marketing of the Cooperative's resources.  

As of December 31, 2021, the Cooperative’s payable to AEPCo was $139,909 and as of December 31, 
2020, the credit due (amount due the Cooperative) from AEPCo was $210,476, as a result of December 
marketing operations.  The credit (amount due the Cooperative) was offset against the December 2020 
AEPCo monthly power bill to the Cooperative when it was paid in January 2021. 

Note 19 - Commitments 
The Cooperative is an Arizona Electric Power Cooperative, Inc. (AEPCo) partial requirements customer.  
As a continuing Class A member of AEPCo, which is a not-for-profit generation and transmission 
cooperative, the Cooperative is entitled to representation on the Board of Directors of AEPCo and its 
affiliated corporations.  The Cooperative, under the terms of an agreement with AEPCo and in consideration 
of payments of a fixed monthly capacity charge and fixed demand and energy charge, is entitled to 35.8% 
of the AEPCo resources, including transmission and allocated demand and usage levels.  The Cooperative 
has the contractual ability to resell AEPCo provided resources in excess of the Cooperative's needs and 
not used by the Cooperative.  

In order to meet its demand requirements, the Cooperative entered into a Transmission Agreement with 
TRANSCO, an Arizona not-for-profit transmission cooperative corporation, resulting from the restructuring 
of AEPCo.  The Cooperative uses the Transmission Agreement to meet its demand usage requirements, 
with obligations to pay TRANSCO based on specified formulas.  The agreement expires in 2035. 

The Cooperative obtains a portion of its purchased power from AEPCo, as noted above, which amounted 
to $44,169,084 and $42,743,981 for the years ended December 31, 2021 and 2020, respectively.  The 
Cooperative is also a member of Southwest Transmission Cooperative, Inc. (SWTC), which is an electric 
transmission cooperative.  The Cooperative obtains a portion of its purchased power from SWTC, as noted 
above, which amounted to $5,631,073 and $5,407,007 for the years ended December 31, 2021 and 2020, 
respectively.   
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The amount payable for purchased power to AEPCo is $3,291,248 and $3,655,602 at December 31, 2021 
and 2020, respectively.  The amount payable for purchased power to SWTC is $465,384 and $445,772 at 
December 31, 2021 and 2020, respectively. 

Note 20 - Solar Asset Purchase 
During 2020, the Cooperative purchased certain assets from Mohave Sunrise Solar I, LLC, including 
fencing, 1600 KV and 800 KV transformers, solar modules, inverters, and racking system.  In 2021, the 
Cooperative purchased additional land and solar assets.  The total purchase price of the land was 
$1,087,149 and the total purchase price of the solar assets was $6,896,129.  As of December 31, 2021, 
the assets are included in production plant in utility plant in service.  The total purchase price was allocated 
to the individual assets, and there was no goodwill arising from the transactions. 

Note 21 - Litigation 
The Cooperative is involved in various legal matters that management considers to be in the normal course 
of business.  The outcome of these various matters is unknown.  Therefore, nothing is recorded in the 
financial statements. 

Note 22 - Commitments, Contingencies, and Subsequent Events 
Management has made an evaluation of subsequent events and transactions for the period 
December 31, 2021 through April 20, 2022, which is the date the report was available to be issued, and 
determined that there were no material events that would require recognition or disclosure in the financial 
statements under FASB ASC 855-10, Subsequent Events, other than those listed below.  

During the year ended December 31, 2020, the ACC approved the Cooperative’s application to borrow up 
to $110 million to construct a broadband system in the Cooperative’s territory.  CoBank committed to 
finance the first $25 million tranche of financing, of which $18,000,000 had been drawn as of December 31, 
2021.  The Cooperative has contracted with TWN Communications (TWN) to construct the broadband 
network in the Cooperative’s territory.  As of December 31, 2021, the Cooperative had advanced TWN 
$36,648,658 on this contract.   

In April 2022, prior to the issuance of these financial statements, the Cooperative received a commitment 
from CoBank for an additional $25 million of financing for continued construction of the broadband system. 

On January 30, 2020, the World Health Organization (WHO) declared the coronavirus outbreak a “Public 
Health Emergency of International Concern” and on March 10, 2020, declared it a pandemic.  Actions taken 
to help mitigate the spread of the coronavirus include restrictions on travel, quarantines in certain areas, 
and forced closures of public places and businesses.  The coronavirus and actions taken to mitigate it could 
have an adverse impact on the economies and financial markets of the geographical area in which the 
Cooperative operates.  There has been no immediate and significant impact on the Cooperative’s 
operations.  The future effect of these issues is unknown; however, the Cooperative may experience a 
decline in sales and the collectability of accounts receivable as individuals and businesses may be 
adversely impacted by the outbreak. 

Note 23 - Recently Issued Accounting Pronouncement 
In February 2016, the FASB issued Accounting Standards Update 2016-02, Leases.  The new standard 
establishes a right-of-use (ROU) model that requires a lessee to record a ROU asset and a lease liability 
on the balance sheet for all leases with terms longer than 12 months.  Leases will be classified as either 
financing or operating, with classification affecting the pattern of expense recognition in the income 
statement.  Entities are permitted to elect not to restate comparative periods in the period of adoption.  A 
practical expedient may be elected which eliminates the need to reassess expiring or existing contracts to 
identify potential leases.  The practical expedient also eliminates the need to reassess classification on 
existing or expiring leases.  The new standard is effective for nonpublic entities for fiscal years beginning 
after December 15, 2021.  The Cooperative is evaluating the impact of the new standard on the financial 
statements. 
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Independent Auditor’s Report on Supplemental Information 

The Board of Directors 
Mohave Electric Cooperative, Inc. and Subsidiary 
Bullhead City, Arizona 

We have audited the consolidated financial statements of Mohave Electric Cooperative, Inc. and Subsidiary 
as of and for the year ended December 31, 2021, and our report thereon, dated April 20, 2022, which 
expressed an unmodified opinion on those consolidated financial statements, appears on pages 1 and 2. 
Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements 
(collectively, the financial statements) as a whole.   

The accompanying consolidating balance sheet and consolidating statement of revenue and patronage 
capital shown on pages 23 through 25 is presented for purpose of additional analysis of the financial 
statements rather than to present the financial position, results of operations, comprehensive income, and 
cash flows of the individual companies, and it is not a required part of the financial statements.  Such 
information is the responsibility of management and was derived from and relates directly to the underlying 
accounting and other records used to prepare the financial statements.  The consolidating information has 
been subjected to the auditing procedures applied in the audit of the financial statements and certain 
additional procedures, including comparing and reconciling such information directly to the underlying 
accounting and other records used to prepare the financial statements or to the financial statements 
themselves, and other additional procedures in accordance with auditing standards generally accepted in 
the United States of America.   

Kelso Lynch, P.C., P.A. 
Mission, Kansas 
April 20, 2022 



Eliminating Consolidated
MEC MECC Entries Balance

Utility Plant
Electric plant in service - at cost 136,059,233$  136,059,233$  
Construction work-in-progress 16,513,797 16,513,797

152,573,030 152,573,030
Less accumulated provision for
depreciation and amortization (58,446,034) (58,446,034)

Net utility plant 94,126,996 94,126,996

Other Assets and Investments
Subordinated certificates 2,916,010 2,916,010
Investments in associated organizations   57,748,115 833,499$         58,581,614
Non-utility property 68,000 1,646,429$      1,714,429
Other investments 25,067,839 25,067,839

Total other assets and investments 85,799,964 1,646,429 833,499 88,279,892

Current Assets
Cash and cash equivalents    364,309 61,502             425,811
Temporary cash investments 414,763 414,763
Notes receivable - current portion 58,000 58,000
Accounts receivable

Customers, net of allowance
accounts of $84,483 22,009,348 12,515,937 (31,804,609) 2,720,676

Materials and supplies 1,633,620 1,633,620
Other current and accrued assets 3,665,424 2,988,966 (2,970,000) 3,684,390

Total current assets 28,145,464 15,566,405 (34,774,609) 8,937,260

Deferred Debits 44,111,889 44,111,889
Total deferred debits 44,111,889 44,111,889
Total assets 252,184,313$  17,212,834$    (33,941,110)$   235,456,037$  

Consolidating Balance Sheet at December 31, 2021
Mohave Electric Cooperative, Inc. and Subsidiary

Assets

See Independent Auditor's Report on Supplemental Information.  23



Eliminating Consolidated
MEC MECC Entries Balance

Members' Equity
Patronage capital   105,148,211$  105,148,211$  
Accumulated other comprehensive
income 681,426 681,426
Other equities 8,672,796 (833,499)$        833,499$         8,672,796

Total members' equity 114,502,433 (833,499) 833,499 114,502,433

Long-Term Debt
Mortgage notes payable  69,523,195 17,736,869 87,260,064
Other long-term debt 86,126 86,126
Less current maturities of

long-term debt (2,812,000) (431,000) (3,243,000)
Total long-term debt 66,797,321 17,305,869 84,103,190

Current Liabilities
Current maturities on mortgage
notes payable 2,812,000 431,000 3,243,000
Notes payable - lines of credit 2,700,000 2,700,000
Accounts payable 4,622,261 309,464 4,931,725
Accrued liabilities

Taxes 1,161,293 1,161,293
Interest 31,616 31,616

Other current liabilities 39,876,589 (34,774,609) 5,101,980
Total current liabilities 51,203,759 740,464 (34,774,609) 17,169,614

Other Liabilities
Deferred credits 19,680,800 19,680,800

Total other liabilities 19,680,800 19,680,800
Total members' equity and liabilities 252,184,313$  17,212,834$    (33,941,110)$   235,456,037$  

Members' Equity and Liabilities
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Eliminating Consolidated
MEC MECC Entries Balance

Operating Revenue 75,231,383$    169,454$         75,400,837$    

Operating Expenses
Cost of power 54,439,820 54,439,820
Production 48,270 48,270
Transmission 220,159 220,159
Distribution - operations 3,735,915 3,735,915
Distribution - maintenance 1,945,891 1,945,891
Consumer accounts 2,159,811 2,159,811
Customer service and information 562,439 562,439
Administrative and general 4,659,365 972,448 5,631,813
Depreciation and amortization 4,332,839 4,332,839
Taxes 45,308             45,308

Total operating expenses 72,149,817 972,448 73,122,265

Operating Margins (Loss) Before
Fixed Charges 3,081,566 (802,994) 2,278,572

Fixed Charges
Interest on long-term debt 1,513,634 95,569 1,609,203
Other interest 153,748 153,748

Total fixed charges 1,667,382 95,569 1,762,951

Operating Margins (Loss) After
Fixed Charges 1,414,184 (898,563) 515,621

G & T and Other Capital Credits 2,485,265 2,485,265

Net Operating Margins (Loss) 3,899,449 (898,563) 3,000,886

Nonoperating Income (Expense)
Interest income 819,713 819,713
Miscellaneous income (expense) (279,439) 898,563$         619,124

Total nonoperating income 540,274 898,563 1,438,837

Net Margins (Loss) for the Year 4,439,723 (898,563) 898,563 4,439,723

Patronage Capital at Beginning of Year 102,766,876 65,064 (65,064) 102,766,876

Retirement of Capital Credits (2,058,388) (2,058,388)
Patronage Capital at End of Year 105,148,211$  (833,499)$        833,499$         105,148,211$  

Mohave Electric Cooperative, Inc. and Subsidiary
Consolidating Statement of Revenue and Patronage Capital

For the Year Ended December 31, 2021
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