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INDEPENDENT AUDITOR'S REPORT 

Holy Cross Electric Association, Inc. 
Glenwood Springs, CO 

Report on Financial Statements 
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I have audited the accompanying con so I i dated f i nanc i a I statements of Ho I y Cross 
EI ectr i c Association, Inc. which comprise the conso I i dated ba I ance sheets as of 
Apr i I 30, 2018 and 2017 , and the re I ated conso I i dated 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. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these 
consolidated financial statements in accordance with accounting principles generally 
accepted in the United States of America, this includes the design, imp lementation, 
and maintenance of internal control relevant to the preparation and fair 
presentation of consolidated financial statements that are free from material 
mi sstatement, whether due to fraud or error. 

Auditor's Responsibility 

My responsibi I ity is to express an opinion on these consol idated financial 
statements based on my audits. I conducted my audits in accordance with auditing 
standards genera I I y accepted in the United States of America and the standards 
app li cab le to financial audits conta ined in Government Auditing Standards issued by 
the Comptroller General of the United States. Those standards require that I plan 
and perform the audit to obtain reasonable assurance about whether the consolidated 
financia l statements are free from material misstatement. 

MEMBER CF" THE AMERICAN IN STITUTE CF" CERTIF"IEO PUBLIC ACCOUNTANTS 



The Board of Directors 
Holy Cross Electric Assoc iation , Inc . 
Page Two 
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An audit Involves performing procedures to obtain audit evi dence about the amounts 
and disclosures in the consolidated financial s tatements . The procedures selected 
depend on the auditor' s judgment, including the assessment of the ri sks of mat eri a l 
misstatement of the conso I i dated f i nanc i a I statements, whether due to fraud or 
error . In making those ri sk assessments, the auditor cons iders i nterna I contro I 
re I evant to the entity's preparation and fair presentation of the conso I i dated 
financial statements 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 the ent ity's internal control . Accordingly , I express no such opinion. An audit 
a I so inc I udes eva I uat i ng the appropriateness of accounting po I i c i es used and the 
reasonabl eness of s ignificant accounting esti mates made by management , as well as 
eva I uat i ng the overa I I presentation of the conso I i dated f i nanc i a I statements. I 
be I i eve t hat the audit evi dence I have obtained is suffici ent and appropriate to 
provide a basis for my audit opinion. 

Opinion 

In my opinion, the conso I i dated f i nanc i a I statements referred to above present 
fair I y, in a I I mater i a I respects, the f i nanc i a I position of Ho I y Cross EI ectr i c 
Associati on, Inc ., and subsidiary, as of Apri I 30, 2018 and 2017, and the results of 
their operations and cash flows for t he years then ended in accordance with 
accounting princi pl es generally accepted in the United States of America. 

Mission , Kansas 
July 30 , 2018 



HOLY CROSS ELECTRIC ASSOCIATION, INC . AND SUBSIDIARY 

CONSOLIDATED BALANCE SHEETS 

Apri I 30, 2018 and 2017 

UTILITY PLANT 

Electric plant in service 
Construct ion work in progress 

Less: accumulated depreci ation 

Net Uti I ity Plant 

INVESTMENTS 

Subordinated certificates 

ASSETS 

Investments in associated organizations 
Other investments 
Non-uti I ity property 

Total Investments 

CURRENT ASSETS 

Cash and cash equivalents 
Restricted cash 
Temporary cash investments 
Accounts receivable (less allowance for 

doubtful accounts of $308,000 at 
4/30/18 and $284,000 at 4/ 30/ 17) 

Materials and supplies 
Other current assets 

Total Current Assets 

DEFERRED CHARGES 

TOTAL ASSETS 

2..Q18 

$ 405,271 , 659 
-12._,~o o_6~ 

417,721,723 
i 3_2,_5_5_.2._ ... 229) 

280,169,444 

3,048,461 
4,926,378 

26,911 
~ .JL.4....9.1.Z 

9,176,667 

7,440,844 
100,701 

1,500,000 

8 ,390,707 
3,826 , 166 

----4.._5_3 ~ 

25 ,790,271 

684,323 

$ 315,820 7M 

2..0J..Z 

$ 396,687,583 
o_,_3M, a_s_Q 

407,032,533 
_( 2L--6M.fil.Q) 

279,377,887 

3,063,533 
4,428,597 

67,134 
--1....22.Z...li2 

8,786,406 

9,510,420 
100,514 

2,500,000 

8,228 ,827 
3,094,523 

---4..,.2.6-0..,~ 

27,694,533 

1,013,351 

$ 3:16,872 171 

The accompanying notes to the consolidated financial statements 
are an integral part of this consolidated statement 



MEMBERS' EQUITY AND LIABILITIES 

MEMBERS' EQUITY 

Patronage capital 
Other equities 

Total Members' Equity 

LONG-TERM DEBT 

Mortgage notes 
Less: current maturities 

Total Long- Term Debt 

CURRENT LIABILITIES 

Current maturities of long-term debt 
Accounts payable 
Accrued interest payable 
Accrued taxes 
Other current I iabi I ities 

Total Current Liabi I ities 

DEFERRED CREDITS 

TOTAL MEMBERS ' EQUITY AND LIABILITIES 

$ 70,054,979 
_ 5-3..,_3-46._,..._305 

123 T 401,284 

162,573,518 
5 ,-5.LQ.,_Q_Q.Q) 

157,063,..5.1.a 

5,510,000 
11,333,990 

173,435 
2,233,256 

~ .778 ,589 

24,029,270 

11,326,633 

$ 315 820 705 

.2._0J.Z 

$ 67,815,217 
_3_9_,..9_8.A,_3_3_3 

117,799.550 

166,841,220 

3 

.( ,L 5_0 J)OJl) 

162,091 ,220 

4,750,000 
10,903,037 

284,558 
2,126,023 

__ 5.JiQ.6.~ 

13,111,460 

$ 316 872 177 



HOLY CROSS ELECTRIC ASSOCIATION, INC. AND SUBSIDIARY 

CONSOLIDATED STATEMENTS OF REVENUE AND PATRONAGE CAPITAL 

FOR THE YEARS ENDED APRIL 30 

OPERATING REVENUE 

2.Q.11 

Sale of electricity 
Other operating revenue 

$122,542,621 
____2__._f1_3JLA8_6 

$ 11 6 , 1 52 , 451 
_ 2 7!i_3_.__2.ll 

Total Operating Revenue 

OPERATING EXPENSE 

Production power expense 
Cost of power 
Transmission expense 
Distribution - operations 
Distribution - maintenance 
Consumer accounts 
Customer service and information 
Administrative and general 
Depreciation and amortization 
Interest on long- term debt 
Interest expense - other 
Other deductions 

Total Operating Expense 

NET OPERATING MARGIN 

NON-OPERATING MARGIN 

Interest income 

125,482 ..101. 

10,559,104 
47,873,027 
2,395,487 

11 ,497 , 930 
5,304,278 
3,693 , 672 
2,352,540 

11,478,136 
12,568,781 

8 ,232,822 
4,013 

__ ..,_1=43.._,,..62.8 

116,103,418 

,378,689 

235,251 

118 , 905 , 72.8 

10,620,157 
49,770,173 

2,019,840 
10,162,785 
4,641,750 
3,630,913 
2,067 I 126 

10,143,407 
12,317 ,314 

8,436,078 
19 ,488 

0-

113,829,031 

5,076,ill 

211,727 

4 

Other non-operating income (expense) .( 3 5 ,_5_9_5_) .( 60) 

Total Non-Operating Margin 199.656 192,59.l 

CAP ITAL CREDITS 828,650 779,507 

NET MARGINS FOR PERIOD 10,406,995 6,048,771 

PATRONAGE CAPITAL - BEGINNING OF YEAR _ 6L,__8..1..5_.21l _IQ__,J3.AL..5_!i_6 

78,222,212 76,896,327 
Retirement of capital credits _(_Jl,J..6L .2_a3.) .(-9..,_QSJ__.JJ__Q) 

PATRONAGE CAPITAL - END OF YEAR $--'Z.Q.,~m $_§LA:!.§.. 2tZ 

The accompanying notes to the conso lidated financial statements 
are an integral part of this consolidated statement 



NET MARGIN 

HOLY CROSS ELECTRIC ASSOCIATION, INC. AND SUBSIDIARY 

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 

FOR THE YEARS ENDED APRIL 30 

.20_1_8. 

$10,406,995 $6_, 048, 771 

TOTAL COMPREHENSIVE INCOME $6 _Q .8 _7_7_ 

The accompanying notes to the conso lidated financial statements 
a re an integral part of this conso lidated statement 
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HOLY CROSS ELECTR IC ASSOCIATION, INC. AND SUBSIDIARY 

CONSOL IDATED STATEMENTS OF CASH FLOWS 

FOR THE YEARS ENDED APRIL 30 

CASH FLOWS FROM OPERATING ACTIVITIES: 

Cash received from customers 
Interest and dividends received 
Cash paid to suppli ers and employees 
Interest paid 

Net Cash Provided (Used) By Operating Activities 

CASH FLOWS FROM INVESTING ACTIVITIES: 

Investment in plant 
Materials and suppli es 
Temporary cash investments 
Patronage cap ita l recovery 
Other investing activities 
Non- uti I ity property 

Net Cash Provided (Used) By Investing Activities 

CASH FLOWS FROM FINANCING ACTIVITIES: 

Loan funds rece ived 
Retirement of long-term debt 
Retirement of capita l cred its 
Othe r financing activities 

Net Cash Provided (Used) By Financing Activities 

NET (DECREASE) INCREASE IN CASH 

2..0 a 

$123,499,805 
235,251 

( 1 00 1 135 ' 305 ) 
_(_ 8....Mz..Jl5J3.) 

15,251,793 

13,360 ,338) 
731,643) 

1,000,000 
375,985 

1 ,029,458 
5_2..,_225. 

( 11,634,313) 

35,815,320 
38,915,792) 

( 8 , 167,233) 
- ~,-sao_J>~a 

.( 5, 687 , 056 ) 

6 

20-1.Z 

$ 119 ,308,450 
211 , 727 

( 88,566,999) 
( 6,AZQ.~~) 

22,482,746 

10,509, 938) 
21, 296 

2,500,000) 
504 ,247 

1,002,748) 
5.2 _224 

( 13,434,919) 

5,000,000 
( 5,016,019) 
( 9 I 081 I 11 0) 
-3....168 85_Q 

( 5,928,279) 

AND CASH EQUI VALENTS ( 2,069,576) 3,119 ,548 

Cash and cash equiva lents - Beginning of year 

CASH AND CASH EQUIVALENTS - END OF YEAR $ 9 510 $120. 

The accompanying notes to the consol I dated financial statements 
are an integral part of this conso lidated statement 



HOLY CROSS ELECTRIC ASSOCIATION, INC. AND SUBSIDIARY 

CONSOLIDATED STATEMENTS OF CASH FLOWS 

FOR THE YEARS ENDED APRIL 30 

RECONCILIATION OF NET MARGIN TO NET CASH 
PROVIDED BY OPERATING ACTIVITIES: 

Net margin 
Adjustments to reconcile net margin to net 

cash provided by operating activities: 
Depreciation and amorti zat ion 
Patronage capital c redits from suppli ers 
(Increase) decrease in restricted cash 
( Increase) decrease in accounts receivable 
(Increase) decrease deferred charges 
(Increase) decrease other assets 
Increase (decrease) in accounts payable 
Inc rease (decrease) in interest payab le 
Increase (decrease) in accrued taxes 
Increase (decrease) in other I iabi I ities 
Increase (decrease) in deferred credits 

Net Cash Provided (Used) Operat ing Act ivit ies 

$10,406,995 

12 ,568 ,781 
( 828,650) 
( 187) 
( 161,880) 
( 4,076, 158) 
( 271,604) 

430,953 
111 , 123) 
107,233 

( 1 ,027,740) 
_LJ_,..IM_._82_1 ) 

$ 15 251,193 

7 

$ 6,048,771 

12,317,314 
( 779,507) 
( 150) 

684,708 
( 350,550) 
( 931,738) 

6,222,676 
14,866) 
8,411 

( 459,497) 
1--2.62.,-8-2--6 ) 

$A,'18 1'16 

The accompanyi ng notes to the conso lidated f inancia l statements 
are an integral part of this consol idated statement 



HOLY CROSS ELECTRIC ASSOCIATION, INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

Apri I 30 , 2018 and 2017 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

8 

The consolidated financial statements include the accounts of Holy Cross Electric 
Association, Inc. (a Colorado not-for-profit corporation) and its wholly owned 
subsidiary Energy and Services Experts, Inc. (EASE) (a Colorado for-profit 
corporation). A I I significant i ntercompany transactions and ba I ances have been 
e liminated . 

The Association is a Rural Electr ic Cooperative whose principal business is the 
generation, acquisition and distribution of electric power to residences and 
businesses located in centra l Colorado. As a regulated enterprise with a member­
e I ected board of di rectors, the Association accounts for such regu I at ion under 
professional accounting standards FASB ASC 980, Regulated Industries. The 
accounting policies fol lowed by the Association are in conformity with generally 
accepted accounting principles as they apply to a regulated e lectric uti I ity. 

EASE was created to provide various non-electric serv ices in the same 
geographical region as the Association but was non-operational during both of the 
fiscal years presented herein. 

The Association emp I oys t he Uni form System of Accounts prescribed by the Aura I 
Uti I ities Service (AUS) . As a result, the app l ication of generally accepted 
accounting pr inc i p I es by the Association differs in certa in respects from such 
application by non-regulated enterprises. Such differences concern primarily the 
time at which various items enter into the determination of net margins in order 
to fo l low the principle of matching costs and revenue. 

Depree i at ion is recorded on the composite basis for generation, transmission, 
distribution, and some general plant assets, and the unit basis for the remaining 
genera I p I ant i terns, and is charged to capita I and operating accounts at rates 
adopted by the Board of Directors in conformity with guidelines provided by RUS. 
Depreciation provisions are computed on additions beginning the month after they 
are p I aced in service. When uni ts of generation, di str i but ion and transmission 
plant are retired, their average cost is removed from uti I ity plant and the cost, 
I ess net sa I vage, is removed from a I I owances 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 distribution and transmission plant in service. 

The Association has determined that it does not have any I ong- I i ved assets for 
which it has a contractua l or lega l obi igation to remove in the future . 



HOLY CROSS ELECTRIC ASSOCIATION, INC . AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

Apri I 30, 2018 and 2017 

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 

Restricted cash consists of funds deposited in a loca l financial 
security against energy efficiency I oans made by the f i nanc i a I 
members of the Association. 

9 

institution as 
institution to 

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

Materials and supp li es are stated at average cost. 

For purposes of the Statement of Cash Flows, the Association considers a l I s hort­
term deposits and highly I iquid investments with an original maturity date of 
three months or less to be cash and cash equival ents. 

The Association fol lows the industry practice of recording revenue concurrently 
with its bi I I ings to customers and recording cost of power upon receipt of their 
bi I I i ng f ram the supp I i er . The Association co I I ects taxes from its members on 
beha If of taxing authorities and revenue is reported net of these taxes in the 
Statements of Revenue and Patronage Capital . 

In conformity with its bylaws , the Association conducts its operations on a 
cooperative nonprofit basis. Annual revenue, in excess of the cost of providing 
service , is a l located in the form of "capital credits" to the customers' capital 
accounts on the bas is of patronage. The Board of Directors exercises an annual 
option of dee id i ng whether to inc I ude non-operating margins in the a I I ocat ion. 
Non-operating marg ins inc I ude interest income, capita I cred its from supp I i ers , 
and net amounts attributable to subsidiary operations . 

USE OF ESTIMATES , CERTAIN SIGNIFICANT RISKS AND UNCERTAINTIES 

The preparation of conso lidated financial statements in conformity with generally 
accepted accounting principles requires management to make estimates and 
assumptions t hat af feet certain reported amounts and disc I osures. According I y, 
actual results cou ld differ from those esti mates. 

Concentrations of credit risk arise from the Association's granting of credit to 
its member customers, uninsured funds deposited in federa I I y insured f i nanc i a I 
inst i tut i ans which may be in excess of t he insurance I i mi ts at various ti mes 
during the year. 



ASSETS PLEDGED 

HOLY CROSS ELECTRIC ASSOCIATION, INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

Apri I 30, 2018 and 2017 

10 

Substant i a I I y a I I assets are p I edged as security for I ong-term debt to the 
Nati ona I Rura I Ut i I it i es Cooperative Finance Corporation (CFC), and the Federa I 
Agricultural Mortgage Corporation (Farmer Mac). 

UTILITY PLANT 

A summary of the uti I ity plant and accumulated depreciation fol lows: 

Transmission plant 
Production plant (generation) 
Distribution plant 
General plant 

Total Electric Plant 

Construction work in progress 

Accumulated depreciation : 

Transm iss ion plant 
Production plant (generation) 
Distribution plant 
General plant 

Retirement work in progress 

Net Uti I ity Plant 

_____ __,_,A L 3..Q _____ _ 

$ 33,533,205 $ 33,532,016 
120,105,814 119 ,922,479 
190 , 297,249 187, 999,291 

_ 6j_,_3_3.,5_._3_9J. _ 5_5_...2_3..3...L9..Z 

405,271,659 396,687 , 583 

2 ,A5..Q.Jl..6..4 Q_,MA,_9..5..Q 

41Z,Z21,Z23 401,032,533 

20,168 ,062 19 ,293 , 544 
22,852,213 20,089,059 
70 ,625,546 66,114,590 

--2.a_,_8~_21Z -22..,J..19_~ 

137,506,098 127,676,440 

46 LBJ. ( 2LL9~) 

137,552,279 127,654,M2 

$ $_219 ~TL, 887 



HOLY CROSS ELECTRIC ASSOCIATION, INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

Apri I 30, 2018 and 2017 

UTILITY PLANT (Continued) 

11 

Transmi ss ion p I ant and di str i but ion p I ant are depreciated, under the straight-
1 ine composite basis, at the annual rates of 2.75% and 2.70%, respectively, while 
general plant is depreciated over the estimated useful I ives of the assets, under 
the straight- I ine method at various rates ranging from 2 .5% to 25.0%. 

In a prior year, the Association entered into a Joint Ownership Agreement with 
Pub I ic Service Company of Colorado (PSCo) and a second Colorado electric 
cooperative for the purpose of the construction and operation of a pulverized 
coal electric generating faci I ity. This faci I ity produces approximately 750 
megawatts (MW) of e lectric power , with the Association's share of that tota l at 
8% or 60 MW . The faci I ity went onl ine during the year ended Apri I 30, 2011. The 
Association capita I i zed its share of the accumu I ated cost at that point and is 
depreciating this production plant under the straight-I ine composite bas is, at a 
bl ended annua l rate of 2.402%. Starting in January of 2016, with approva l from 
RUS , Comanche 3 generation plant go ing forward is depreciated using the stra ight­
I ine composite bas is with the RUS prescribed rate for steam production plant of 
3.10% 

NON-UTILITY PROPERTY 

Real estate 
Less: accumulated deprec iation 

Net Book Value 

____ ..._,Rci-[_3_0,.__ __ _ 

a_oJJ3-

$1,719,560 
_( 544 , 6~) 

$ :t'Z __ 9J.1 

2_Qll 

$1,719,560 
.(---49.2..ALS ) 

$ 1 221,Jg2 

This real estate is used primarily for employee housing . 

ACCOUNTS RECEIVABLE 

Depreciation 
Metn.o_a_& __ )'.'.~tar_s. 

S/ L 33-38 Years 

The Association carries its accounts receivable at cost less an a llowance for 
doubtful accounts. On a periodic basis , the Association evaluates its accounts 
rece i vab I e and es tab I i shes an a I I owance for doubtfu I accounts, based on past 
history of bad debt write-offs, col lections, and current credit conditions . 
Electric accounts receivable are general ly considered past due if payment is not 
received by the due date of the bi 11 . It is the Associat ion 's pol icy that 
electric accounts are generally turned over to the collecting agent after al I 
collection efforts have been exhausted and the service has been di sconnected. 
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HOLY CROSS ELECTRIC ASSOCIATION , INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

Apri I 30, 2018 and 2017 

ACCOUNTS RECEIVABLE (Continued) 

The Board of Directors approves the write off of e lectric bad debts twice a year 
for accounts that have been disconnected and turned over to the co ll ecting agent. 
Payments received on accounts after they are written off are considered a 
recovery of the bad debt. As of Apr i I 30, 2018 and 2017, the Association had 
approximately $27, 000 and $29,000, respectively, in e lectric accounts receivab le 
that were over 90 days o Id and the ba I ance in the a I I owance for bad debts 
approximated $308,000 and $284,000 , respectively . 

SUBORDINATED CERTIFICATES 

Capital term certificates 
Zero term certif icates 

Total 

2_0J_8 

$1,091 ,977 
LJl5--6_...4.8.A 

$_3 __ OAS_ ~1-6 

pr i I :l0~----
20.lZ 

$1, 091,977 
1,_9J_t._5_5_6 

$3 __ 0_6_3 __ 5_3_3 

The capital term certificates yield 5.00% and 3.00%, while the zero term 
certificates have no yield . Al I of the certificates have various maturity dates 
through the year 2080. 

INVESTMENT IN ASSOCIATED ORGANIZATIONS 

This category consists mainly of patronage cap ita l due from organizations of 
which the Association is a member. 

Patronage capital - CFC 
Patronage capital - Western United 
Patronage capital - Federated 
Othe r associated organizations 

Total 

2Jl1...8 

$3,329,815 
800,622 
469,855 
-2_6_,_Q_8_6 

$4 92.6 378 

20-1.Z 

$3,030,362 
689 ,343 
409,418 

~ 2_9_9_.AM 

$4_ 428 ,5=9] 



HOLY CROSS ELECTRIC ASSOCIATION, INC. AND SUBSIDIARY 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

OTHER INVESTMENTS 

Subsidiary cash in bank 
Deferred compensation 

Total 

OTHER CURRENT ASSETS 

Prepaid insurance 
Comanche 3 0 & M deposit 
Carbon offsets 
Undistributed stores charges 
Other current assets 

Total 

DEFERRED CHARGES 

Apri I 30 , 2018 and 2017 

_____ _,_,Apr i I 30 

$ 8,648 
jJL 263 

-------'-'Apr i I 30 

$ 262,903 
1,357,000 
2,268,395 

235,547 
408,008 

13 

$ 8,923 
58,211 

$ 274,665 
1,357,000 
1,719 , 942 

380 , 947 
_ 527 ,_6_95 

$~ _2_6_0 _ _24-9 

______ _,_,Apr i I 30 

Past service pension costs 
Prepaid pension plan contributions 
Tools clearing account 
Other deferred charges 

Total 

$ 414,027 
201 , 225 

( 16 , 298) 
_____8_5_, 3 6 9 

$ 456,858 
270,494 
179, 169 
1 0 6 ,_8_3._Q 

Past service pens ion cost is amortized on the straight I i ne basis over future 
periods as al lowed for under FASB ASC 980 , Regulated Enterprises . Amortization 
amounted to $42,831 for both years ended Apri I 30 , 2018 and 2017. 



HOLY CROSS ELECTRIC ASSOCIATION , INC. AND SUBSIDIARY 

NOTES TO CONSOL IDATED F INANCIAL STATEMENTS 

Apri I 30, 2018 and 2017 

MEMBERS' EQUITY 

Patronage Patronage 
Capital Capital Other 

__C_r_e_d.Lt._s_ Un._a Q._Q.a_j:J~ EqLLLti.e.s 

Bal ance Apr i I 30 , 2016 $ 62,758 ,078 $ 8 , 089 ,478 $46,815,483 
Net margin , year ended 

Apr i I 30, 2017 - 0- 6,048,771 - 0-
A I I oca t i ons 7,852,781 7, 852 ,781) - 0-
Ret irement of cap ita l 

c r edits 9,077,262) 3,848) 1 ,645 , 141 
Othe r changes -Q.:: ____1_._5.23_,_lfil! 

Ba I ance Apr i I 30, 2017 61 ,533, 597 6,281,620 49,984,333 

Net margin , year ended 
Apr i I 30, 2018 - 0- 10,406,995 - 0-

A I I oca t i ons 5 ,909 ,174 ( 5,909,174) - 0-
Ret irement of capi ta l 

credits 8 ,164,649) ( 2 ,584) 1,698 ,655 
Other changes -0- 1, 663-., 317 

Ba I ance Apr i I 30, 2018 $ 5_9_ 21.8_ .122 $ O_~ B_fi 
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I.o_t.al 

$ 117,663 , 039 

6,048,771 
- 0-

( 7 ,435 , 969) 
1, 523..,LQ9 

117, 799 ,550 

10,406 ,995 
- 0-

6 ,468 ,578) 
663_,_3_.lZ 

$ 23 

Unde r the provi s ions of the CFC mortgage agreement, unti I the equi ties and 
margins equa I or exceed t wenty pe rcent of the t ota I assets of the Associat ion , 
t he retirement of capita I c redits is genera I I y I i mi ted to thirty percent of the 
patronage capital or margins from the prior calendar year . This I imitation does 
not usually apply to capita l c redit retirements made excl us ive ly to estates. 

The total equi t ies of the Associati on ar e 39% and 37% of the total assets as of 
Apri I 30, 2018 and 2017 , respective ly . Othe r equit ies consist of donated 
capita l , retired capita l c redits gain , non-operating marg ins, appropri ated 
margins and the discount applied to prior year capital credit retirements . 

LONG-TERM DEBT 

Long-term debt cons ists principa lly of mortgage notes payab le to CFC , and Fa rmer 
Mac , with va rious matur ities through the year 2044 . 
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LONG-TERM DEBT (Continued) 

The fol low ing is a summary of these notes: 

15 

_____ _L,pLLL30'------

CFC mortgage notes 
AUS cushion of credit - 5 .00% 

FFB mortgage notes 
Farmer Mac mortgage notes 

Less: unamortized loss on reacquired debt 

Less: current maturities 

Total Long-Term Debt 

2.QJJi 

$ 150 ,892,868 

- 0-

166 ,978 ,704 

162,573,518 
_(_5_._51 0 , 000) 

$ l5_1 0_63_ .51 8 

2__()J..1 

$119,485,703 
( 1 ,019, 279) 

31 ,624, 892 
6_,.2,~.9._._9_(M 

166,841 ,220 

166,841,220 
( 4,750 ,0QQ ) 

$ 1-6.2 .. 0.9 .220 

The CFC notes have fixed rates that ranged from 3.80% to 6.15% as of Apri I 30, 
2018, and from 3.15% to 7. 00% as of Apri I 30, 2017. During the year ended Apri I 
30 , 2018 , t he Assoc iation re-pri ced $7, 741 , 041 of its fixed rate debt at a new 
fixed rate. During t he year ended Apri I 30, 2017, t he Association re-pri ced 
$3, 433 ,738 of its fixed rate debt at a new fi xed rate . 

The FFB notes have fi xed rates that ranged from 2.274% to 5.259%, plus a 0.125% 
administrative f ee as of Apri I 30, 2017. Dur ing the year ended Apri I 30 , 2018 , 
t he Assoc iation ref inanced a I I of its FFB debt with CFC at fixed rates in the 
amount of $35,775, 320. 

The Farmer Mac notes have fixed rates t hat ranged from 2.81% to 5 ,04% as of Apr i I 
30, 2018, and from 2. 75% to 6.44% as of Apri I 30, 2017 . 

As of Apr i I 30 , 2018 and 2017, CFC was committed to advance I oan f unds to the 
Assoc iat ion in the amounts of $40 ,014,767 and $10,000 ,000 , respect ive ly , for 
which a loan ag reement was executed. 
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Based on current obi igations, principal payments toward the above long- term debt 
for the next five years wi I I require approximately: 

Year er:Ld...i.ng_Apr i I 3Q 

2019 
2020 
2021 
2022 
2023 

OTHER CURRENT LIABILITIES 

Customers' deposits 
Accrued vacation 
Accrued payro 11 
Patronage capital payable 
Other current I iabi I ities 

Total 

SHORT-TERM LINES OF CREDIT 

$5,510 , 000 
$5,425,000 
$5 ,695 , 000 
$5,980 , 000 
$6,280 , 000 

$ 467,618 
2,227,539 

629,936 
1 ,139 ,807 
_ 3..:L3_,_6_8~ 

$~ 778 589 

The Association has a $30,000,000 I ine of credit ($15,000,000 
$15,000,000 unsecured), perpetua I in nature, es tab I i shed with CFC. 
30, 2018 and 2017, no funds had been drawn and remained outstanding . 

$ 581,977 
2,086,630 

507,820 
2,335 ,606 
~ 2~9A...2J~.6 

$5 806 .3.2.9 

secured and 
As of Apr i I 

The Association has a $15,000,000 I ine of credit, renewable annually on October 
31st , established with CoBank . As of Apri I 30, 2018 and 2017, no funds had been 
drawn and remained outstanding. 
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p_cij__3Q 

Customers' energy prepayments 
Customers' advances for construction 
Indeterminate services 
Renewable energy reserve 
Other deferred credits 

Total 

$ 

$ 

2_fil8 

255,431 
1,733,546 
6,873,601 
2,284,939 

179_,jjji 

_ 3_2_6 6_3.3 

2.0--1.Z 

$ 267,995 
2,113, 196 
8,532,703 
2,020,767 

176,799 

$13_ A6_0 _ 

Customer advances for construction represent deposits required of customers in 
accordance with the Association's I i ne extension po I icy. These are app I i ed 
against construction costs with any excess being either refunded or app I i ed to 
indeterminate service, in accordance with Association pol icy. 

Indeterminate Services are customer provided construction advances towards plant 
construction for which the customers are to receive an annua I refund for ten 
years based on usage. Any portion of the unrefunded advance at the end of the 
ten year period may revert to the Association. In accordance with the 
Association's I i ne extension po I icy, the unrefunded ba I ance is used to offset 
plant construction costs. The status of potential forfeiture cannot be 
determined by management at either April 30, 2018 or 2017. 

The renewab I e energy reserve is the unused portion of monies set aside for the 
purposes of renewab le energy and conservation expenditures at the end of a 
ca lendar year. The reserve is funded with a 2.00% rate rider of member operating 
revenue. 

FA IR VALUE OF FINANC IAL INSTRUMENTS 

The Fair Va lue Measurements Topic (FASB ASC 820) provides guidance for using fair 
value to measure assets and I iabi I ities and establishes a hierarchy that gives 
the highest priority to quoted prices in active markets (Leve l 1) and the lowest 
priority to unobservab I e data ( Leve I 3) . The three I eve Is of the fair va I ue 
hierarchy are as fo l lows. 

Leve I 1 inputs - Va I uat ion is based on quoted prices in act Ive markets for 
identical assets or I iabi I ities that the Association has the abi I ity to access. 
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Level 2 inputs - Valuation is determined from quoted prices in active markets for 
similar assets or I iabi I ities not included in Level 1 and are observable either 
directly or indirectly; or quoted market prices for identical or similar assets 
or I iabi I ities in markets that are not active. 

Level 3 inputs - Valuation inputs are unobservable for the asset or I iabi I ity and 
any va I uat ion is based on an entity's own estimates about the assumptions that 
market participants would use to value an asset or I iabi I ity . 

Cash and cash equivalents - The carrying amount approximates the fair value. 

------~Pei I 30_.-2-0~1~8~----­
C.arryJ..ng__Amp_Y.ill J;_sJ:im_at~_d_f al! mq_u n t 

Assets : 

Cash and cash equivalents (level 3) 
Restricted cash (level 3) 
Temporary cash investments (level 3) 
Investments (level 3) 
Subordinated certificates (level 3) 
Other associations (level 3) 

L i ab i I i t i es : 

Long-term debt (Level 2) 

Assets : 

Cash and cash equivalents (level 3) 
Restricted cash (leve l 3) 
Temporary cash investments (level 3) 
Investments (level 3) 
Subordinated certificates (l eve l 3) 
Other associations (level 3) 

L i ab i I i t i es : 

Long-term debt (Level 2) 

$ 7,440 , 844 
100 ,701 

1,500,000 
26,911 

3,048,461 
4 , 926,378 

$166,978,704 

$ 7,440,844 
100,701 

1,500,000 
26,911 

3,048,461 
4,926,378 

$188,125,965 

------~Pei I 3Q,,_ 2~P~1Z~-----

Carr.yJng Amount 

$ 9,510,420 
100,514 

2,500,000 
67,134 

3,063,533 
4,428,597 

$166,841 , 220 

E__s.:t i mated Eai r Am.o..un..t 

$ 9,510 ,420 
100,514 

2,500,000 
67 I 134 

3,063,533 
4,428,597 

$198,358,119 
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The National Rural Electri c Cooperative Association (NRECA) Retirement Security 
Plan (RS Plan) is a defined benefit pens ion plan qua I ified under Section 401 and 
tax-exempt under Section 501 ( a) of t he I nterna I Revenue Code. It is a mu It i­
emp I oyer p I an under the account ing standards. The p I an sponsor's Emp I oyer 
Identification Number is 53-0116145 and the Plan Number is 333. 

A unique characteristic of a mu It i -emp I oyer p I an compared to a si ng I e emp I oyer 
plan is that al I plan assets are avai I able to pay benefits of any plan 
participant . Separate asset accounts are not maintained for participating 
emp I oyers. This means that assets contributed by one emp I oyer may be used to 
provide benefits to employees of other participating employers. 

The Assoc iation' s contributions to the RS plan in 2018 and 2017 represented less 
than 5 percent of the total contributions made to the plan by al I participating 
employers. 

Pens ion payments during the years ended Apri I 30, 2018 and 2017 were as fol lows: 

______ ,_.RC..i~_O,._ ____ _ 

2Q.1Z 

Past service pens ion cost 
Current payments to pl an 

$ 42,831 
.1.. 3..8-4_ ... a.o_Q 

$ 42,831 
.1-.2.a_a.,_s_aa 

Total $1 ,A2L.-Z.3.1 $1 3_3 3_6_9 

In the RS Plan , a Mzone statusn determination is not required, and therefore not 
determined under the Pension Protect ions Act (PPA) of 2006. In addition, the 
accumu I ated benefi t ob I i gat ions and p I an assets are not determined or a I I ocated 
separate I y by ind iv i dua I emp I oyer. In tota I , the Retirement Security PI an was 
over 90 percent funded at both May 1 , 2017 and May 1 , 2016 based on the PPA 
f unding target and PPA actuarial value of assets on those dates . 

Because the 
improvement 
requirements 
plan and may 

provisions of the PPA do not apply to the RS Plan , funding 
pl ans 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 exper ience. 
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The Assoc iat ion s uppl ements this plan with an NRECA sponsored 401(k). Effective 
January 1, 2014 , the Association changed the plan to contribute 14% of the 
emp loyees qua I ifi ed sa la ry and wi I I addi t iona ll y match up to 4% of the emp loyees 
vo I untary contr ibut ions. The Assoc iation' s contributi on for 2018 and 201 7 was 
$2,734,214 and $2,498,151 respectively. 

Management expects benefit payments (employer) for both plans to approxi mat e t he 
fol lowi ng for the next ten years: 

INCOME TAXES 

Y_eac__e.rutLng_Apr i I 3Q 

2019 
2020 
2021 
2022 
2023 

2024 to 2028 

$4, 250,000 
$4,390,000 
$ 4 ,530,000 
$4,680,000 
$4,830 ,000 
$33,690,000 

The Association has a letter of exempt ion from Federal income tax, issued by the 
Interna l Revenue Service, and files IRS Form 990 on a calendar year bas is. The 
subsi diary is a taxable enti ty and files IRS Form 11 20, on a ca lendar year basis. 

Energy and Services Experts, Inc. has a net operating I oss carryforward from 
prior years of approximate ly $8,250,000 as of both Apri I 30, 2018 and 2017. If 
not used within the statutory time f r ames, the loss carryforward wi I I expire due 
to Internal Revenue Code time I imitations. Us ing an esti mated effective tax rate 
of approx imate ly 35%, the loss carryforward amount has an approximate $2,900 ,000 
potential tax benefit as of both Apri I 30, 2018 and 2017. 

The Association p I aced a va I uat ion a I I owance on the resu It i ng net defer red tax 
benefit s uch t hat no tax benefit is ref I ected in the conso I i dated f i nanc i a I 
statements . 

An eva luation of whether or not it has any uncertain tax posit ions is determined 
on an annua l basis by the Association. While the Assoc iation believes it has 
adequately provided for a l I tax positions, amounts asserted by taxi ng authoriti es 
cou ld be different than the positions taken by the Association. The Associati on 
recognizes any interest and pena It i es assessed by taxing authori ties in income 
tax expense and, with few except ions, is no I onger s ubj ect to federa I , state, or 
loca l income tax examinations by tax authorities for years before 2014 . 
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Related party transact ions cons isted of normal routine bus iness conducted through 
organ izations of which the Associat ion is a member and norma l sa les t o its 
members . 

COMMITMENTS 

The Assoc iat ion obtains a s ubstant i a I amount of its who I esa I e purchased power 
under a contract with Public Service Company of Colorado (PSCo) . Although there 
a re a I imited number of electri c power s uppli ers, management beli eves there would 
be no I apse in service if PSCo were to defau It on its contract . Such a change 
might resu It in h igher cost of power to the Association and, in turn, higher 
bi I I ingrates to its members. 

Under its wholesale power agreement, PSCo is committed to prov ide t he 
Association's e lectri c power and energy requ irements unti I Apri I 15 , 2042 subj ect 
to an opt-out prov ision with a 5 year noti ce prerequisite after 2029. 

LITIGATION 

The Association is involved in various lega l matters that management considers to 
be in the normal course of business. In addition, the Association has a pending 
damage c la im against it t hat is being defended by legal counsel appo inted by the 
Association's insurance carrier. The outcomes are unknown; therefore, nothing is 
recorded In the conso lidated financial statements . 

SUBSEQUENT EVENTS 

Management has made an eva luation of subsequent events and transactions for the 
period Apr i I 30, 2018 through Ju I y 30, 2018, which is the date t he report was 
ava i I ab I e to be issued and determined that t here were no mater i a I events that 
would require recognition or disclosure in the consolidated financial stat ement s 
under FASB ASC 855-10 , Subsequent Events. 
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This audit was made for the purpose of form ing an op1n1on on the basic consolidated 
financial statements taken as a whole. The supplemental information that fol lows is 
presented for purposes of add it i ona I ana I ys is, and is not a required part of the 
basic consolidated financial statements. Such information is the responsibi I ity of 
management and was derived from and re I ated direct I y to the under I y i ng accounting 
and other records used to prepare the basic consolidated financial statements . The 
information has been subjected to the auditing procedures applied in the audit of 
the basic consolidated financial statements and certain additional procedures, 
inc I ud i ng comparing and reconc I I i ng such information d I rect I y to the under I y i ng 
accounting and other records used to prepare the basic consolidated financial 
statements or to the basic consolidated financial statements themselves, and other 
add it i ona I procedures in accordance with auditing standards genera I I y accepted in 
the United States of America. In my opinion, the information is fa irly stated in 
a I I mater i a I respects in re I at ion to the basic conso I i dated f i nanc i a I statements 
taken as a whole. 

July 30, 2018 

MEMBER • F THE AME:RICAN INSTITUTE CF CERTll'"IEO PUBLIC ACCOUNTANTS 



HOLY CROSS ELECTRIC ASSOCIATION, INC. 

UTILITY PLANT 

El ectric plant in serv ice 
Construction work in 

progress 

Less: accumulated deprn 

Total Ut i I i ty PI ant 

INVESTMENTS 

Subordinated certificate 
Investments in associated 

organi zat ions 
Other investments 
Non- uti I ity prope rty 

Total Investments 

CURRENT ASSETS 

Cash and cash equivalents 
Restri cted cash 
Temporary cash investments 
Accounts receivabl e ( less 

allowance for doubtful 
accounts of $308,000) 

Materia ls and s upplies 
Other current assets 

Total Current Assets 

DEFERRED CHARGES 

TOTAL ASSETS 

CONSOLIDATING BALANCE SHEET 

Apri I 30, 2018 

ASSETS 

Holy Cross Energy and 
Electric Services 

Assoc iat iQ.Q _ Ex fLe_tl_s_ 

$405,271,659 $ - 0-

-12..,A..5..Q.,_0_6.A -=°-=-
417,721,723 -0-

.(J..JZ.,.__5..52..2.l.9.) -=°-=-
280,169,444 --=..O.::. 

3,048,461 - 0-

4,926,378 - 0-
26,911 8,648 

---1., 114 _9J.Z ~ o.::. 

9,176,667 LMa 

7 ,440,844 -0-
100,701 - 0-

1,500,000 - 0-

8 ,390,707 - 0-
3 ,826 I 166 - 0-

-----1......5..3J_,_8Ji3. __:Jk 

25,790,271 -=1l=. 

!Hl4 ,..Ra ---=.Q-

$ 3_1_5_ 820 7..0_5. $8,648 

Conso I i dated 
Eliminations ~ 3_0.Lt.a 

$ - 0- $405,271 , 659 

z.d.5JL_Q~ 

-0- 417, 721 ,723 
-0- _(.1.3.Z..,..5..52._,2.Z.a ) 

-0- ~ _,169,444 

-0- 3,048 ,461 

-0- 4,926 , 378 
(8,648) 26 , 911 

1,174 ,_ill 

(8,648) 9,176,667 

-0- 7,440,844 
- 0- 100,701 
-0- 1,500 ,000 

- 0- 8,390,707 
- 0- 3 I 826 o 166 

__ -0- __4_,__5_3i.,__8_5_3. 

-0- -2.S..,790,271 

-o- 684,323 

$ ( 8,., 648) $ ~J 5 820 7,05, 



EQU ITIES AND MARGINS 

Patronage cap i ta l 
Other equities 

Tota l Equities and Margins 

LONG-TERM DEBT 

Mortgage notes 
Less: current maturiti es 

Tota l Long-Term Debt 

CURRENT LIABILITIES 

Current maturiti es on long-
term debt 

Accounts payabl e 
Accrued Interest payable 
Accrued taxes 
Other current I i ab i I it i es 

Tota l Current L i ab i I i t i es 

DEFERRED CREDITS 

TOTAL MEMBERS ' EQUITY AND 
LI AB I LIT I ES 

MEMBERS ' EQUITY AND LIABILITIES 

Holy Cross 
Electric 

As._s__o_cJ..a'Li.Qn 

$ 70,054,979 
_ 53_, 3__46_, 3J)~ 

:123 , ~01. 2!H 

162,573,518 
.(_ 5_,_5j__Q,..P_O_Q ) 

157,063,518 

5,510,000 
11 ,333,990 

173,435 
2,233,256 
4,778 ,589 

24,029..lifl 

11,326,633 

$ 3 ..5 _8_2.0 _ _20_5 

Energy and 
Services 

_ .Exp_e.r..t.s_ 

$ - 0-
a,_6Aa 

.8...M8 

- 0-
---=..0..= 

- 0-
- 0-
-0-
- 0-
~ 

----=..O.::. 

EI i mi oat ions. 

$ - 0-
.(.a _6A._& ) 

(8 , 6~8) 

-0-

- 0-
- 0-
- 0-
-0-
- 0-

-0-

-0-

23 

Conso I i dated 
~3JlL.18. 

$ 70,054,979 
_ 5~3...~...3..0!i 

:123.~IJ):1 ,28g 

162,573,518 
.(_5_,_510 ,_Q_QQ) 

157,063,518 

5,510 , 000 
11 ,333,990 

173,435 
2,233 , 256 

_____A_,.17_8__._5_8 9 

24,029,270 

,326 ,633 
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Holy Cross 
Electric 

As..s.Q._Gl.ail_o_o 
Services Conso I i dated 

OPERATING REVENUE 

Operating revenue 
Other operating revenue 

Total Operating Revenue 

OPERATING EXPENSE 

Production power expense 
Cost of power 
Transmission expense 
Distribution - operations 
Di stribution - maintenance 
Consumer accounts 
Customer service and 

information 
Administrative and general 
Depreciation & amortization 
Interest on long- term debt 
Other interest 
Other deductions 

Total Ope rating Expense 

NON-OPERATING MARGIN 

Inte res t income 
Other non-operating revenue 

(expense ) 

Total Non Operating Margin 

CAPITAL CREDITS 

NET MARGIN 

$122,542 ,621 
_ 4-,jl_3_9_,.A_8..9 

125 , 482 , 1.0.Z 

10,559 , 104 
47,873 ,027 

2,395,487 
11,497 , 930 
5,304,278 
3,693,672 

2,352,540 
11,478,136 
12,568,781 

8,232,822 
4,013 

143,62.8 

1:1 §, H!3, 4H! 

235,251 

3_5_,J)_~) 

HHl.656 

__ .,,,_8,...28,._,,-6.5..0. 

$ 0 06 995 

_ E~J2fil.:t$_ E I i m j oal . OJ)S. ~ 3J).Ll.a 

$- 0-
- 0; 

- 0-
-0-
- 0-
-0-
- 0-
- 0-

- 0-
- 0-
- 0-
-0-
-0-
± 

-0-

-0-

- 0-

± 

$- 0-
;:.Q-

-0-

- 0-
-0-
-0-
-0-
-0-
- 0-

- 0-
-0-
- 0-
-0-
-0-
± 

="°= 

- 0-

- 0-

-0-

$122,542,621 
-2 • .9~_9 .E,8_6 

125 , 482 , 1 07 

10 I 559 I 104 
47 ,873,027 

2,395,487 
11 ,497,930 
5,304,278 
3,693,672 

2,352,540 
11,478 , 136 
12,568,781 

8,232,822 
4,013 

143 ,.6..2.a 

116,l03,4H! 

235,251 

_{ 3_s_._5Jt5.) 

199,§56 

828,650 



HOLY CROSS ELECTRIC ASSOCIATION, INC. 

UTILITY PLANT 
Electr ic plant in service 
Construction work in 

progress 

Less: accumulated deprn 

Total Ut i I i ty PI ant 

INVESTMENTS 

Subordinated certificates 
Investments in associated 

organizations 
Other investments 
Non- uti I ity prope rty 

Total Investments 

CURRENT ASSETS 

Cash and cash equivalents 
Restr icted cash 
Temporary cash Investments 
Accounts receivable ( less 

allowance for doubtful 
accounts of $284,000) 

Materials and s uppli es 
Other current assets 

Total Current Assets 

DEFERRED CHARGES 

TOTAL ASSETS 

CONSOLIDATING BALANCE SHEET 

Apr i I 30, 2017 

ASSETS 

Energy and 
Services 

Holy Cross 
Electric 

8._s._s_o~J..a.:tJ.o.o _Exp_e.Lts_ EJJ.ml.na.t..i.Qn_& 

$ 396,687,583 $ - 0- $ -0-

_ j_Q,_3_~,_9_5_Q _::_Q:_ _=.Q-

407 ,032,533 -0- -0-
(J 2.I.,_6_5A._,_6A.6.) -=il.:-. 

279,377,887 ---=..O:: -0-

3,063 , 533 - 0- - 0-

4 ,428,597 - 0- -0-
67 , 134 8.923 (8 , 923) 

_L 221_,_li_2 ----=.Cl= 

8,786 ,406 ~ (8 ,923) 

9,510 ,420 - 0- - 0-
100 , 514 -0- - 0-

2,500 , 000 - 0- - 0-

8,228 ,827 -0- - 0-
3,094 ,523 -0- - 0-
_, 26_0_, 2&_a --=°-=-

21.. 694. sa.a ---=--.0- -0-

1,013.351 -=..!l=. -0-

$ 316,872,177 $8,923 $,(8- 923) 

Conso I i dated 
M_:l0.L11 

$ 396 , 687,583 

Q_,_3A4.,jl_&_Q 

407 ,032 ,533 
_( 127, 654,6§_6_) 

~ .377.887 

3,063 ,533 

4,428 ,597 
67 I 134 

...22..I.,_H2 

8,786,406 

9,510 , 420 
100 , 514 

2,500,000 

8, 228,827 
3,094,523 
4 . 2 6J)_._2.4_!t 

27,694,533 

_l ,01;3.351 

$ 31_6 __ 8I2 ,J.l,1 



EQU ITI ES AND MARGINS 

Patronage capita l 
Other equiti es 

Total Equities and Margins 

LONG-TERM DEBT 

Mortgage notes 
Less: current maturiti es 

Total Long-Term Debt 

CURRENT LIABILITIES 

Current maturities on long-
te rm debt 

Accounts payable 
Accrued interest payabl e 
Accrued taxes 
Other current I iabi I ities 

Total Current Li ab l I iti es 

DEFERRED CRED ITS 

TOTAL MEMBERS' EQU ITY AND 
LI AB I LIT I ES 

MEMBERS ' EQUITY AND LIABILITIES 

Holy Cross 
Electri c 

AS.SJ)_Ci.a.:t.LQO 

$ 67,815,217 
a.Ji/3~~-3 

117 I 799 I 550 

166,841 ,220 
.LA.,.1.5JL_QQ_Q) 

_li2, 091, 220 

4 ,750 ,000 
10,903,037 

284,558 
2,126,023 

- ~ ._8..0JL~_a 

23 ,869,947 

13 I 111 .460 

Energy and 
Services 

_E~p_er..:t.s... 

$ - 0-
8..,Jl2~ 

-0-
_d)-

- 0-
-0-
-0-
-0-

-----='°-= 
--=..<2=. 
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Conso I i dated 
E..Li..m..i..n.atlo..n.s. ~3.QL.1Z 

$ - 0- $ 67,815,217 
.(Jl 9.2 3) _ 49_, 9-8~,_3-3..a 

(8,923) 117,799~5.fill 

-0- 166 ,841 ,220 
__ -0- ( l5Q.J)Jl...Q) 

-0- 162,091,lli 

- 0- 4,750,000 
-0- 10,903,037 
-0- 284,558 
-0- 2,126,023 

__ - 0- __ 5_,JliLL~ 

--2.a.-8..6..9..JMZ 

__ -__..o_- 13,111,460 

$,(8_,_923.) $ 3 6. 8Z2 _17_7. 



HOLY CROSS ELECTRIC ASSOCIATION , INC . 

CONSOLIDATING STATEMENT OF REVENUE 

Apr i I 30, 2017 

Energy and 

26 

Holy Cross 
Electric 

M __ s_p_c__La_t..LQD 
Services Consolidated 

OPERATING REVENUE 

Operating revenue 
Other operating revenue 

Total Operating Revenue 

OPERATING EXPENSE 

Production power expense 
Cost of power 
Transmission expense 
Distribution - operations 
Distribution - maintenance 
Consumer accounts 
Customer service and 

information 
Administrative and general 
Depreciation & amortization 
Interest on long-term debt 
Other Interest 

Total Operating Expense 

NON-OPERATING MARGIN 

Interest income 
Other non-operating 

revenue (expense) 

Total Non Operating Margin 

CAPITAL CREDITS 

NET MARGIN 

$ 116 ,152,451 
_ 2 ,L.5_;3..., 27..7,. 

118,905,728 

10,620 ,157 
49 I 770,173 

2 ,019 ,840 
10 I 162 I 785 
4,641 ,750 
3,630 ,913 

2,067 I 126 
10,143 ,407 
12,317,314 
8,436,078 

19,A8a 

113,829, o:n 

211,727 

( 19, 160) 

H!2, 5§2 

779,501 

$ 6 _o __ s_41.1. 

X P_E!L't_S_ EI i mi na:t...Lons. 4L30/17 

$-0-
~o-=-

-0-
-0-
-0-
-0-
-0-
-0-

-0-
-0-
- 0-
-0-
=...0-

-0-

- 0 -

-0-

-0-

$-0-
-0-=. 

- 0-
-0-
- 0-
- 0-
-0-
- 0-

- 0-
-0-
-0-
-0-
=il-

-0-

-0-

=--°=-

~ 

$ 116 I 152 I 451 
_ 2..:Z!i3 27-Z 

118,905,728 

10 I 620 I 157 
49,770,173 
2,019 ,840 

10 I 162 I 785 
4,641.750 
3,630,913 

2,067, 126 
10 ,143,407 
12,317,314 
8,436,078 

19 ,A.8J3-

113, 829, 031 

21 1,727 

__ ( 19. 160) 

l~.2,S§Z 

779,507 

$~ _0___4 __ 8_ 1 



HOLY CROSS ELECTRIC ASSOCIATION, INC. 

DETAILED SCHEDULE OF INVESTMENTS 

FOR THE YEAR ENDED APRIL 30, 2018 

Energy and Services Experts, Inc .: 

Original investment 

Book value of investment 4/30/98 

Investment advances 
Undi str ibuted share of loss, 4/30/99 

Book va lue of investment 4/30/99 

Investment advances 

Book value of investment 4/30/00 

Investment advances 
Und ist ributed s hare of loss, 4/30/01 

Book value of investment 4/30/01 

Investment advances 
Und istributed s hare of loss, 4/30/02 

Book va lue of invest ment 4/ 30/ 02 

Investment advances 
Und istributed share of loss , 4/ 30/ 03 

Book value of investment 4/30/ 03 

Investment advances 
Undi st ributed s hare of loss , 4/30/04 

Book value of investment 4/30/04 

Investment advances 
Undi s tributed share of loss , 4/ 30/ 05 

Book value of investment 4/30/05 

Write down of investment 
Undistributed share of loss, 4/30/06 

Book value of investment 4/30/ 06 

Investment advances 
Undi stributed share of loss, 4/30/ 07 
Wri te down of investment 

Book value of investment 4/30/07 

$ 1,166,667 

_t_,_1._6_6_,_6_6..Z 

4,533,306 
.( 4 ,..L2.1) 

5,695,252 

__ .._,7 ,J>_0_Q 

5,702,752 

2,989,897 
(_ 2.;i_5 g_~ ) 

8 ,436 ,745 

20,090 
.(_2_j)_9A_,_5J}_9) 

6,362,236 

2,331 
_(_ 3._6_4.,_8_6_3) 

5 ,999 ,704 

7,398 
_(_ 6_6_3_,_0..5_5 ) 

5,344,047 

2,000 
_(__21_3_,J_8._2 ) 

5,132 , 865 

(5,131 , 359) 
_( 1, 025) 

481 

425 ,000 
( 45,089) 
_(_ 3L9 ,_91..t ) 

481 
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HOLY CROSS ELECTR IC ASSOCIAT ION, INC. 

DETAILED SCHEDULE OF INVESTMENTS 

FOR THE YEAR ENDED APRIL 30, 2018 

Investment advances 
Undistributed share of loss, 4/30/ 08 

Book va lue of investment 4/30/ 08 

Undi str ibuted s hare of loss, 4/30/ 09 

Book va lue of investment 4/ 30/ 09 

Und istributed s ha re of loss , 4/30/ 10 

Book value of investment 4/30/10 

Undi st ributed s hare of loss, 4/30/ 11 

Book value of investment 4/30/11 

Undi stributed s hare of loss, 4/30/ 12 

Book value of investment 4/30/12 

Und ist ributed s ha re of loss, 4/30/ 13 

Book va lue of investment 4/30/ 13 

Und istributed s ha re of loss, 4/30/ 14 

Book va lue of investment 4/ 30/ 14 

Undi s tributed s hare of loss, 4/30/15 

Book va lue of investment 4/30/15 

Investment advances 
Und istributed s hare of loss , 4/30/16 

Book va lue of investment 4/30/16 

Investment advances 
Undistributed sha re of loss, 4/30/17 

Book value of investment 4/30/17 

Undistributed share of loss, 4/ 30/ 18 

Book value of inves tment 4/30/ 18 

$ 5, 000 
_( 82_5) 

4,656 

5Z5 ) 

4,081 

_( 5-2_5) 

3 ,556 

SA.Q) 

3,016 

SA.Q) 

2, 476 

M_Q) 

1, 936 

_( SA.Cl) 

1,396 

_( 540.) 

856 

8,607 
SA.Cl) 

8,923 

-0-

8,923 

.( 225) 

$ 8+ 6A8. 

Energy and Serv ices Experts, Inc. is a who I I y owned subsidiary providing 
various non-e I ectr i c services. The Assoc iation accounts for the 
investment on the equity bas is . 
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KEVIN S. KELSO, CPA, P.C., P.A. 

CERTIFIED PUBLIC ACCOUNTANT 
6700 Sc;,IUIBB ROAD, SUITE 21 5 

MISSION, KS 66202 

913·831·1150 • FAX: 913·831·053B 

INDEPENDENT AUDITOR'S REPORT ON LOAN FUND EXPENDITURES 

The Board of Directors 
Holy Cross Electric Association, Inc. 
Glenwood Springs , CO 

29 

have audited , in accordance with genera I I y accepted auditing standards, the 
balance sheet of Holy Cross Electric Association, Inc. as of Apri I 30 , 2018 and the 
related statements of operations and patronage capital and cash flows for the year 
then ended, and have issued my report thereon dated July 30 , 2018. 

During the period of this review, Ho I y Cross EI ectr i c Association, Inc. received 
advances of $12,844,176 on CFC loan 9027001, $6 ,933,550 on CFC loan 9027002, 
$8 ,862,274 on CFC loan 9027003 , $4,150,000 on CFC loan 9027004 and $2,985,320 on CFC 
loan 9028001, as control led by CFC's Loan Agreements and Mortgage. In conducting my 
audit, nothing came to my attention that caused me to beli eve that the Association 
was in noncompliance with the intended purpose of the loan funds as contemplated in 
the Loan Agreement for CFC loan 9027001, CFC loan 9027002, CFC loan 9027003, CFC 
I oan 9027004 and CFC I oan 9028001 . However, my audit was not pr i mar i I y di rected 
toward obtaining knowledge of such noncompliance. 

This report is intended solely for the information and use of the Board of Directors 
and management of Holy Cross Electric Association, Inc. and National Rural Uti I ities 
Cooperative Finance Corporation and shou Id not be used by anyone other than these 
specified parties. 

July 30, 2018 

MEMBER OF' THE AMERICAN INSTIT UTE OF' CERTIFIED PUBL.IC ACCOUNTANTS 



KEVIN S. KELSO, CPA, P.C., P.A. 

CERTIFIED PUBLIC ACCOUNTANT 
6700 SC.,UIBB ROAD, SUITE 2 1 5 

MISSION, KS 66202 

913·831•1150 • FAX: 913·831·053B 

INDEPENDENT AUDITOR 'S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 

The Board of Directors 
Holy Cross Electric Association, Inc. 
Glenwood Springs, CO 

In planning and performing my audit of the consolidated financial statements of Holy 
Cross EI ectr i c Association, Inc. as of and for the year ended Apr i I 30, 2018, in 
accordance with auditing standards generally accepted in the United States of 
America, I considered the Association ' s i nterna I contro I over f i nanc i a I reporting 
(internal control) as a basis for designing my audit procedures for the purpose of 
expressing my op In Ions on the conso I i dated f i nanc i a I statements, but not for the 
purpose of expressing an opinion on the effectiveness of Association's i nterna I 
control. Accordingly, I do not express an opinion on the effectiveness of Holy Cross 
Electric Association, lnc.'s internal contro l . 

A deficiency in interna l contro l exists when the design or operation of a control 
does not a I I ow management or emp I oyees , in the nor ma I course of performing their 
assigned functions, to prevent, or detect and correct, misstatements on a ti me I y 
basis. A material weakness is a deficiency, or a combination of deficiencies, in 
i nterna I contra I, such that there is a reasonab I e poss i bi I i ty that a mater i a I 
mi sstatement of Holy Cross Electric Association, Inc. 's consolidated financia l 
statements wi I I not be prevented, or detected and corrected on a timely basis . 

My consideration of internal contro l was for the I imited purpose described in the 
first paragraph of this section and was not designed to identify al I deficiencies in 
internal control that might be material weaknesses or, significant deficiencies. In 
addition, because of inherent I im itations in internal control, including the 
poss i bi I i ty of management's override of contro Is, misstatements due to error or 
fraud may occur and not be detected by such contra Is. I did not identify any 
deficiencies in i nterna I contro I that I consider to be mater i a I weaknesses, as 
defined above. 

This communication is intended so lely for the information and use of management and 
the Board of Directors, others within the organization, and is not intended to be, 
and should not be, used by anyone other than these specified parties . 

July 30, 2018 

MEMEIER OF" Tt-tE AMERICAN INSTITUTE CF" CERTIF"IEO PUBLIC ACCOUNTANTS 



KEVIN S. KELSO, CPA, P.C., P.A. 

CERTIFIED PUBLIC ACCOUNTANT 

The Board of Directors 

67•• SQUIBB ROAC, SUITE 21 5 

MISSION, KS 66202 

91 3-B31-1 1 SD • F"AX: g l 3 •83 l •053B 

Holy Cross Electric Association, Inc . 
Glenwood Springs , CO 

have audited the consolidated financial statements of Holy Cross Electric 
Association, Inc. for the year ended April 30, 2018, and have issued my report 
thereon dated July 30, 2018. Professional standards require that I provide you with 
the fol low ing information related to my audit. 

The Auditor ' s Responsibility Under U.S. Generally Accepted Aydjtiag s 

As stated in my engagement I etter dated Ju I y 28, 2017, my respons i bi I i ty, as 
described by profess i ona I standards, is to p I an and perform my audit to obtain 
reasonable, but not abso lute, assurance that the consolidated financial statements 
are free of mater i a I miss tatement and to express an opinion about whether the 
conso I i dated f i nanc i a I statements prepared by management with your oversight are 
fairly presented, in al I material respects, in accordance with U.S. generally 
accepted accounting principles. Because an audit is designed to provide reasonable, 
but not absolute, assurance and because I did not perform a detailed examination of 
al I transactions, there is a risk that material errors, irregularities, or i I legal 
acts, including fraud and defalcations , may exist and not be detected by me. 

As part of my audit, considered the i nterna I contra I of Ho I y Cross EI ectr i c 
Association, Inc . Such cons iderations were so le ly for the purpose of determ ining my 
audi t procedures and not to provide any assurance concern ing such internal control. 
I am respons i b I e for communicating significant matters re I ated to the audit that 
are, in my profess i ona I judgment, re I evant to your respons i bi I it i es in overseeing 
the f i nanc i a I reporting process. However, I am not requ i red to design procedures 
specifica lly to ident ify such matters. 

Planned Scope and liming of Audit 

performed the audit according to the planned scope and timing previously 
communicated to you in my correspondence about planning matters. 

MEMBER 0~ THE AMERICAN INSTITUTE OF CERTIFIED PUBL.IC ACCOUNTANTS 



The Board of Directors 
Holy Cross Electric Association, Inc. 
Page Two 

Sl.gnificant Audit findings 

Management has the respons i bi I i ty for se I ect ion and use of appropri ate account ing 
po I i c i es. In accordance with the terms of my engagement I etter, I w i I I advise 
management about the appropriateness of account ing polici es and their app l icat ion . 
The sign ifi cant accounting po I i c i es used by the Association are described in the 
notes to the conso lidated financial statements. Management has informed me that no 
new accounting po I i c i es were adopted and the app I i cati on of existing po I i c i es was 
not changed during the year ended Apri I 30, 2018 . I noted no transactions entered 
into by the Association during the year for which there is a lack of authoritative 
guidance or consensus. There are no significant transactions that have been 
recognized in the consolidated financial statements in a different period than when 
the transaction occurred . 

Accounting Estimates 

Accounting estimates are an integral part of the consolidated financial statements 
prepared by management and are based on management's knowledge and experience about 
past and current events and assumptions about future events. Gerta in accounting 
estimates are particularly sensitive because of the i r significance to the 
consolidated financial statements and because of the possibi I ity that future events 
affecting them may differ sign ifi cantly from those expected . 

One of the signif icant accounting estimates affecting the Association ' s consolidated 
financial statements is the estimated useful I ives of the Uti I ity Plant for purposes 
of computing depreciation . I evaluated the esti mated useful I ives used by 
management for the transmission, distribution and general plant in determining that 
they are reasonable in relation to the consolidated financial statements taken as a 
whole. 

There are no other accounting esti mates that are significant to the conso I i dated 
fi nancia l statements taken as a whole . 

Eioaocial Statement Disclosures 

The disc I osures in the conso I i dated f i nanc i a I statements are neutra I , consistent, 
and c lear. Certain financial statement disclosures are particularly sensit ive 
because of their significance to financial statement users. There a re no financial 
statement disclosures that are sensitive and significant to the consolidated 
financial statements taken as a whole. 



The Board of Directors 
Holy Cross Electric Association, Inc. 
Page Three 

Corrected and Uncorrected Misstatements 

Professional standards require me to accumu late al I known and I ikely misstatements 
identified during the audit , other than those that are trivial, and communicate them 
to the appropriate level of management. I noted no such misstatements as a result 
of my audit. 

Mrumgement Representations 

I have requested certain representations from management that are included in the 
management representation letter , dated July 30, 2018. 

For purposes of this letter, professional standards define a disagreement with 
management as a matter, whether or not reso I ved to my satisfaction, concerning a 
financial accounting, reporting, or audit ing matter that could be s ignificant to the 
consol idated financial statements or the aud itor' s report. I am pleased to report 
that no such disagreements arose during the course of my audit . 

Difficulties Encountered in Performing The Audit 

I encountered no significant difficulties in dealing with management in performing 
and completing my audit . 

Management Consultations with Other Independent Accountants 

In some cases , management may decide to consult with other accountants about 
auditing and accounting matters, simi lar to obtaining a usecond opinion" on certain 
situat ions . If a consultation invo:lves application of an accounting principle to 
the Association's consolidated financial statements or a determination of the type 
of auditor's opinion that may be expressed on those statements, my profess i ona I 
standards require the consu lting accountant to check with me to determine that the 
consu I tant has a I I the re I evant facts . To my know I edge, there were no such 
consu ltations with other accountants. 



The Board of Directors 
Holy Cross Electric Association, Inc. 
Page Four 

Other Findings or Issues 

I genera I I y discuss a variety of matte rs, inc I ud i ng the app I i cation of accounting 
principles and auditing standards, with management each year prior to retention as 
the Association 's auditor. However , these di scuss ions occurred in the normal course 
of my professional rel ationship and my responses were not a condition to my 
retention. 

Other Matters 

With respect to the s upplementary information accompanying the consolidat ed 
financial statements, I made certain inquiri es of management and evaluated the form, 
content, and methods of preparing the information to determine that the information 
complies with U.S. genera lly accepted accounting principl es, the method of preparing 
it has not changed from the prior peri od, and the information is appropriate and 
complete in r e lation to my audit of the consol !dated financial statements. I 
compared and reconcil ed the s upplementary information to t he underlying accounting 
records used to prepare the conso lidated financi a l statements or to the consolidated 
financia l statements themse lves. 

This report is intended for the use of the Board of Directors and management of Ho ly 
Cross Electric Association, Inc. and s hould not be used for any other purpose. 

If you have any questions or comments regarding the items discussed in thi s letter, 
or any others, pl ease al low me to be of ass istance. 

I wou Id I i ke to express my thanks for the courtesy and assistance once again 
extended to me during the course of my audit. 

July 30, 2018 




