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In reference to "Counties Served" on prior page: NEC serves Navajo, Apache, Gila & Greenlee. The drop down only allows one 
selection

Has the company been notified by any other regulatory authorities during the year, that they are out of compliance?
If yes, please provide specific details in the box below.
None

ARIZONA CORPORATION COMMISSION 
ELECTRIC UTILITY ANNUAL REPORT
Navopache Electric Cooperative, Inc.

Important changes during the year

For those companies not subject to the affiliated interest rules, has there been a change in ownership or direct control during the 
year?
If yes, please provide specific details in the box below.



Navopache Electric Cooperative, Inc.
ELECTRIC UTILITY ANNUAL REPORT
AUTHORIZED SERVICES AND STATISTICAL INFORMATION
12/31/2025

Yes Electric
No      Investor Owned Electric

Yes      Rural Electric Cooperative
No      Utility Distributed Company

N/A      Electric Service Provider
N/A           Transmission Service Provider
N/A           Meter Service Provider
N/A           Meter Reading Service Provider
N/A           Billing and Collection
N/A           Ancillary Services
N/A           Generation Provider
N/A           Aggregator/Broker

N/A Other (Specify)

Number of Arizona Customers Number of kWh Sold in Arizona
Residential 39,736 289,710,143
Commercial 3,498 66,781,334
Industrial 333 92,158,695
Public Street and Highway Lighting 109 936,350
Irrigation 36 6,826,482

Total Retail 43,712 456,413,004

Number of Customers Number of kWh Sold
Resale 0 0
Short-term Sales (duration of less 
than one-year) 0 0

Total Wholesale 0 0

Total Sold 456,413,004
Maximum Peak Load 105
Distribution System Losses 37,861,436
Distribution Losses 7.66%
Transmission Losses 0.00%
System Average Interruption Duration 
Index (SAIDI) 323

Customer Average Interruption 
Duration Index (CAIDI) 590

System Average Interruption Frequency 
Index (SAIFI) 2
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Wholesale Information

Retail Information
STATISTICAL INFORMATION

SERVICES AUTHORIZED TO PROVIDE



Navopache Electric Cooperative, Inc.
ELECTRIC UTILITY ANNUAL REPORT
UTILITY SHUTOFFS / DISCONNECTS
12/31/2025

Month Termination without 
Notice R14-2-211.B

Termination with 
Notice R14-2-

211.C Other
January 0 157 0
February 0 145 0
March 0 153 0
April 0 178 0
May 0 113 0
June 0 107 0
July 0 143 0
August 0 102 0
September 0 119 0
October 0 134 0
November 0 97 0
December 0 120 0
Total 0 1,568 0

Other (description):
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UTILITY SHUTOFFS / DISCONNECTS

N/A

Instructions: Fill out the Grey Cells with the relevent information.  Input 0 or none if 
there is nothing recorded in that account or there is no applicable information to report.
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BOLINGER, SEGARS, GILBERT & MOSS, L.L.P. 

LUBBOCK, TEXAS  79423-1954 

 
 

Independent Auditor’s Report 
 
 
Board of Directors  
Navopache Electric Cooperative, Inc.  
Lakeside, Arizona 
 
Report on the Financial Statements 
 
Opinion 
 
We have audited the accompanying financial statements of Navopache Electric Cooperative, Inc., which 
comprise the balance sheet as of April 30, 2025, and the related statement of income, comprehensive 
income (loss), and patronage capital, and cash flows for the year then ended, and the related notes to 
the financial statements. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of Navopache Electric Cooperative, Inc. as of April 30, 2025, and the results of its 
operations and its cash flows for the year then ended in accordance with accounting principles generally 
accepted in the United States of America (GAAP). 
 
Basis for Opinion 
 
We conducted our audits in accordance with auditing standards generally accepted in the United States 
of America (GAAS).  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 Navopache Electric Cooperative, Inc. (the Cooperative) and to meet our other 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 the financial statements in 
accordance with GAAP, 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 the Cooperative’s ability to 
continue as a going concern within one year after the date that the financial statements are available to 
be issued. 
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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 GAAS 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 are considered material 
if there is a substantial likelihood that, individually or in the aggregate, they would influence the 
judgement made by a reasonable user based on the financial statements. 

In performing an audit in accordance with GAAS, we: 

 Exercise professional judgment and maintain professional skepticism throughout 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 the 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 the 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 Information Included in the Annual Report 

Management is responsible for the other information included in the annual report. The other information 
is comprised of the Cooperative’s annual report but does not include the financial statements and our 
auditor’s report thereon. Our opinion on the financial statements does not cover the other information, 
and we do express an opinion or any form of assurance thereon.  

Bolinger, Segars, Gilbert & Moss, L.L.p. 
CERTIFIED PUBLIC ACCOUNTANTS 
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In connection with our audit of the financial statements, our responsibility is to read the other information 
and consider whether a material inconsistency exists between the other information and the financial 
statements, or the other information otherwise appears to be materially misstatement of the other 
information exists, we are required to describe in our report.  
 

  Certified Public Accountants 
Lubbock, Texas 
 

July 24, 2025 

 

Bolinger, Segars, Gilbert & Moss, L.L.p. 
CERTIFIED PUBLIC ACCOUNTANTS 
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NAVOPACHE ELECTRIC COOPERATIVE, INC.

Exhibit A
BALANCE SHEET

APRIL 30, 2025

ASSETS 

April 30,
2025

UTILITY PLANT AT COST 
Electric Plant in Service $ 272,789,434
Construction Work in Progress 3,252,024
Electric Plant Acquisition Adjustment (1,543,661)

$ 274,497,797
Less:  Accumulated Provision for Depreciation 103,644,237

$ 170,853,560

OTHER PROPERTY AND INVESTMENTS - AT COST OR STATED VALUE
Investments in Associated Organizations $ 4,208,095

CURRENT ASSETS
Cash - General $ 1,164,186
Temporary Cash Investments 1,134,383
Accounts and Notes Receivable (Less Allowance for Credit Losses
  of $325,316 in 2025) 3,369,305
Unbilled Revenue 3,389,421
Materials and Supplies 6,473,413
Other Current and Accrued Assets 976,273

$ 16,506,981

DEFERRED CHARGES $ 4,571,721

TOTAL ASSETS $ 196,140,357

EQUITIES AND LIABILITIES

EQUITIES
Memberships $ 188,220
Patronage Capital 50,478,184
Other Equities (Deficits) (5,753,176)
Other Comprehensive Income 877,205

$ 45,790,433

LONG-TERM DEBT
CFC Mortgage Notes Less Current Maturities $ 128,110,322

ACCUMULATED PROVISION FOR PENSIONS AND BENEFITS
Post-Retirement Benefits Obligation $ 410,456

CURRENT LIABILITIES
Current Maturities of Long-Term Debt $ 5,802,938
Current Portion of Post-Retirement Benefit Obligation 30,132
Notes Payable - CFC 1,800,000
Accounts Payable - Purchased Power 2,359,204
Accounts Payable - Other 1,423,070
Accrued Payroll 642,401
Consumers' Deposits 1,814,796
Accrued Taxes 775,844
Accrued Employee Compensated Absences 688,610
Power Cost Adjustment - Overcollected 3,495,606
Other Current and Accrued Liabilities 1,885,331

$ 20,717,932

DEFERRED CREDITS $ 1,111,214

TOTAL EQUITIES AND LIABILITIES $ 196,140,357

The accompanying notes are an integral part of these financial statements.
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NAVOPACHE ELECTRIC COOPERATIVE, INC.

Exhibit B

FOR THE YEAR ENDED APRIL 30, 2025

Amount %
OPERATING REVENUE

Residential $ 40,626,284 67.8
Irrigation 826,797 1.4
Commercial and Industrial 18,177,208 30.3
Public Street and Highway Lighting 121,705 0.2
Rent from Electric Property 754,895 1.3
Power Cost Adjustment (1,216,094) (2.0)
Unbilled Revenue (231,460) (0.4)
Other Electric Revenue 840,967 1.4

Total Operating Revenue $ 59,900,302 100.0

OPERATING EXPENSES
Purchased Power $ 27,195,341 45.4
Transmission 340,450 0.6
Distribution - Operation 5,085,416 8.5
Distribution - Maintenance 4,307,909 7.2
Consumer Accounts 2,267,571 3.8
Customer Service and Information 199,250 0.3
Administrative and General 7,821,775 13.1
Depreciation and Amortization 8,693,124 14.5
Taxes 14,267 0.0
Other Interest 60,725 0.1
Other Deductions 69,430 0.1

Total Operating Expenses $ 56,055,258 93.6

OPERATING MARGINS - Before 
 Fixed Charges $ 3,845,044 6.4

FIXED CHARGES
Interest on Long-Term Debt 5,389,648 9.0

OPERATING MARGIN (LOSS) - After
 Fixed Charges $ (1,544,604) (2.6)

Capital Credits 547,707 0.9

NET OPERATING MARGIN (LOSS) $ (996,897) (1.7)

NON-OPERATING MARGINS
Interest Income $ 178,681 0.3
Gain on Disposition of Assets 10,394 0.0
Other Non-Operating Loss (8,396) 0.0

$ 180,679 0.3

NET MARGIN (LOSS) $ (816,218) (1.4)

OTHER COMPREHENSIVE INCOME (LOSS)
Current Year APBO Valuation Adjustment 228,128
Post-Retirement Benefit Amortization (55,172)

COMPREHENSIVE INCOME (Loss) $ (643,262)

Post-Retirement Benefit Liability Adjustment (172,956)

PATRONAGE CAPITAL - BEGINNING OF YEAR 53,026,827

Correction of Prior Year Allocation 12,384
Transfer Non-Operating Margins to Other Equities (131,324)
Discounts on Estates (176,465)
Patronage Capital Retired (Net of Discounts) (1,437,020)

PATRONAGE CAPITAL - END OF YEAR $ 50,478,184

2025
April 30,

STATEMENT OF INCOME, COMNPREHENSIVE INCOME(LOSS), AND PATRONAGE  CAPITAL

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

Bolinger, Segars, Gilbert & Moss, L.L.p. 
CERTIFIED PUBLIC ACCOUNTANTS 
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NAVOPACHE ELECTRIC COOPERATIVE, INC.

Exhibit C
STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED APRIL 30, 2025

April 30,
2025

CASH FLOWS FROM OPERATING ACTIVITIES
Net Margin (Loss) $ (816,218)
Adjustments to Reconcile Net Margin to Net Cash
  From Operating Activities

Depreciation and Amortization 9,492,190
Capital Credits - Non-Cash (407,061)
Post-Retirement Benefit Accruals (3,980)

(Increase) Decrease
Accounts Receivable 189,873
Unbilled Revenue 231,460
Materials and Supplies and Other Current Assets (794,556)
Deferred Charges (289,608)

Increase (Decrease)
Payables and Accrued Expenses 929,279
Power Cost Adjustment 1,216,094
Deferred Credits (706,851)

Net Cash From Operating Activities $ 9,040,622

CASH FLOWS FROM INVESTING ACTIVITIES
Additions to Utility Plant $ (26,146,699)
Salvage Value of Retirements and Other Credits 27,188
Plant Removal Costs (480,126)
Other Property and Investments 99,992

Net Cash From Investing Activities $ (26,499,645)

CASH FLOWS FROM FINANCING ACTIVITIES
Payments on Long-Term Debt to CFC (5,383,832)
Advances From CFC 30,000,000
Net Activity on Line of Credit - CFC (7,400,000)
Payments on Post-Retirement Benefits (29,368)
Memberships and Other Equities 1,146,444
Patronage Capital Retired (1,613,485)

Net Cash From Financing Activities $ 16,719,759

CHANGE IN CASH AND CASH EQUIVALENTS $ (739,264)

CASH AND CASH EQUIVALENTS - BEGINNING OF YEAR 3,037,833

CASH AND CASH EQUIVALENTS - END OF YEAR $ 2,298,569

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION
Cash Paid During the Year for:

Interest on Long-Term Debt $ 4,911,722
Income Taxes $ 0

The accompanying notes are an integral part of these financial statements.
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NAVOPACHE ELECTRIC COOPERATIVE, INC. 

 
NOTES TO FINANCIAL STATEMENTS 

 
 
 
 

 

1. Nature of Operations and Summary of Significant Accounting Policies 
 
 Nature of Operations 
  Navopache Electric Cooperative, Inc. (the Cooperative) is an electric cooperative nonprofit 

membership corporation headquartered in Lakeside, Arizona. The primary purpose of the 
Cooperative is to provide electricity to its members in eastern Arizona and western New Mexico 
through purchase of electricity from wholesale providers and the subsequent distribution of these 
services to its member consumers. The governing body consists of a board of directors elected by 
members of the Cooperative. 

 
 Basis of Accounting  
  Although the Cooperative in no longer a Rural Utilities Service (RUS) borrower, its accounting 

records are maintained in accordance with the RUS Uniform System of Accounts (USOA) 
prescribed for RUS Electric borrowers. 

 
 Use of Estimates in Preparation of Financial Statements 
  The preparation of the financial statements in conformity with accounting principles generally 

accepted in the United States of America requires management to make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent 
assets and liabilities at the date of the financial statements and the reported amounts of revenues 
and expenses during the reporting period.  Actual results could differ from those estimates. 

 
 Electric Plant, Maintenance, and Depreciation 
  Electric plant is stated at the original cost of construction, which includes the cost of contracted 

services, direct labor, materials, and overhead items. Contributions from others toward the 
construction of electric plant are credited to the applicable plant accounts. 

   
  When property, which represents a retirement unit, is replaced or removed, the average cost of 

such property as determined from the continuing property records is credited to the electric plant 
and such cost, together with cost of removal less salvage, is charged to the accumulated provision 
for depreciation. 

 
  Maintenance and repairs, including the renewal of minor items of plant not comprising a retirement 

unit, are charged to the appropriate maintenance accounts, except that repairs of transportation 
and service equipment are charged to clearing accounts and redistributed to operating expense 
and other accounts. 

 
  The distribution and transmission plant is depreciated using composite straight-line methods and 

the general plant is depreciated using straight-line methods on an item basis. When distribution 
plant assets are sold or retired, the original cost is removed from the accounts and charged, 
together with any cost of removal, to the accumulated provision for depreciation. Any salvage 
value realized is credited to the same accumulated provision. When general plant assets are sold 
or retired, the original cost and accumulated provision depreciation are removed from the 
accounts and any gain or loss is recognized in operations. 

 
 

 

Bolinger, Segars, Gilbert & Moss, L.L.p. 
CERTIFIED PUBLIC ACCOUNTANTS 
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NAVOPACHE ELECTRIC COOPERATIVE, INC. 

NOTES TO FINANCIAL STATEMENTS 

Investments in Associated Organizations 
Investments in Associated Organizations include patronage capital and National Rural Utilities 
Cooperative Finance Corporation (CFC) term certificates. Patronage capital is recorded at cost 
plus undistributed patronage capital allocations. CFC term certificates are carried at cost.  

Cash and Cash Equivalents 
For purposes of the statement of cash flows, the Cooperative considers short-term investments 
with original maturities of three months or less to be cash and cash equivalents. The following is a 
summary of these items:  

April 30,

2025

Cash in Checking $ 1,161,085  
Cash on Hand 3,101  
CFC Commercial Paper and Daily fund 1,134,383  

Total $ 2,298,569  

The Cooperative maintains cash and investments in deposit accounts at financial institutions 
approved by the board of directors. Accumulated deposits at these financial institutions, at times, 
may exceed federally insured limits. 

Group Concentration of Credit Risk 
The Cooperative's headquarters facility is located in Lakeside, Arizona. The service area includes 
members located in a multi-county area in the White Mountains region in Arizona. The 
Cooperative records a receivable for electric revenues as billed on a monthly basis. The 
Cooperative requires a deposit from its members upon connection which is applied to unpaid bills 
in the event of default. The deposit accrues interest and is returned along with accrued interest 
after one year of prompt payments. As of April 30, 2025, deposits on hand were $1,814,796. 

Effective November 1, 2024, the Cooperative entered into a collective bargaining agreement with 
the International Brotherhood of Electrical Workers. At April 30, 2025, 55% of the Cooperative’s 
107 employees work under the collective bargaining agreement. The existing labor agreement 
expires on October 31, 2027.  

Accounts Receivables and Allowance for Credit Losses 
The Cooperative provides electric energy to its consumers whose invoices are due generally 
required within 30 days after the date of billing. The Cooperative uses historical loss information 
and an analysis of the collectability of individual accounts to determine expected credit losses for 
receivables. The majority of receivables are aged current, and there have been very limited 
losses over the lifetime of the Cooperative. The Cooperative believes that the composition of 
trade receivables at year-end is consistent with historical conditions as credit terms and practices 
and the customer base has not changed significantly. The Cooperative believes that current 
economic conditions are consistent with its historical assumptions. Management applied an 
inflation rate to the current historical factor and determined that the effect was not material to the 
allowance. Accounts past due are individually analyzed for collectability and are assigned to a 
third-party for collection. The allowance for credit losses was as follows: 

Bolinger, Segars, Gilbert & Moss, L.L.p. 
CERTIFIED PUBLIC ACCOUNTANTS 
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NAVOPACHE ELECTRIC COOPERATIVE, INC. 

NOTES TO FINANCIAL STATEMENTS 

April 30,

2025

 Balance at Beginning of Year $ 696,994  
Bad Debt Expense 63,808  
Write Offs (459,308)  
Recoveries 23,822  

 Balance at End of Year $ 325,316  

Materials and Supplies 
Materials and supplies inventories are valued at average unit cost. 

Patronage Capital Certificates 
The Cooperative operates on a nonprofit basis. Amounts received from the furnishing of electric 
energy in excess of operating costs and expenses are assigned to members on a patronage 
basis. All other amounts received by the Cooperative from its operations in excess of costs and 
expenses are also allocated to its members on a patronage basis to the extent they are not 
needed to offset current or prior deficits. 

Income Taxes 
The Cooperative is exempt from federal income taxes through Code Section 501(c)(12) of the 
Internal Revenue Code (IRC).  

The Cooperative evaluated its tax positions and determined it has not uncertain tax positions as 
of April 30, 2025. 

The Cooperative files income tax returns in the U.S. federal jurisdiction and Arizona. The 
Cooperative in no longer subject to income tax examinations by federal and state taxing 
authorities for years before 2022. 

The Cooperative recognizes interest accrued related to unrecognized tax benefits in interest 
expense and penalties in operating expense. There were no penalties or interest recognized 
during the year ended April 30, 2025. 

Sales Taxes 
The Cooperative does business in various taxing jurisdictions which impose sales taxes on the 
Cooperative’s sales to nonexempt consumers. The Cooperative collects that sales tax from 
consumers and remits the entire amount to the various jurisdictions. The Cooperative’s 
accounting policy is to exclude the tax collected and remitted to the taxing jurisdictions from 
revenues and cost of sales.  

Bolinger, Segars, Gilbert & Moss, L.L.p. 
CERTIFIED PUBLIC ACCOUNTANTS 
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NAVOPACHE ELECTRIC COOPERATIVE, INC. 

 
NOTES TO FINANCIAL STATEMENTS 

 
 
 
 

 

 Revenues from Contracts with Customers 
  The Cooperative primarily generates revenue from the distribution and sale of electricity to 

members. The Cooperative satisfies the performance obligation when the energy is delivered to 
the member. The Cooperative recognizes revenue from energy sales based on meter readings of 
the member’s usage for seven different billing cycles. Meters are read on the last day of the 
billing cycle; bills are sent and due in the subsequent month. Rates charged to members are 
based on rates approved by the Arizona Corporation Commission (ACC) and the New Mexico 
Public Regulatory Commission (NMPRC). The Cooperative has elected to use the Invoice 
Practical Expedient allowing the Cooperative to recognize revenue in the amount directly 
corresponds to the value transferred to the customer.  

 
  The Cooperative does not recognize a separate financing component of its collections from 

customers as contract terms are short-term in nature. The Cooperative presents its revenues net 
of any excise or sales taxes. 

 
  The Cooperative calculated that its unbilled revenue for deliver power usage which has not been 

billed to consumers at April 30, 2025 amounted to $3,389,421. This amount in included as a 
component of current assets on the balance sheet. 

 
  The Purchased Power and Fuel Cost Adjustor (PPFCA) changes quarterly. It is not due to a 

change in electric rates, but due to the changing costs of the fuel used to generate the electricity 
that customers use. The Cooperative does not receive any extra revenue from this item as it is a 
pass-through cost.  

 
2. Assets Pledged 
 
 Substantially all assets are pledged as a security for long-term debt to CFC. 
 
3. Electric Plant in Service 
 
 The major classes of electric plant are as follows: 
 

April 30,
2025

Intangible Plant $ 228,075
Generation Plant 2,553,125
Transmission Plant 27,216,839
Distribution Plant 165,083,189
General Plant 77,708,206

Total Electric Plant in Service $ 272,789,434
Construction Work in Progress 3,252,024
Electric Plant Acquisition Adjustment (1,543,661)

Total Electric Plant $ 274,497,797
 

 

 

Bolinger, Segars, Gilbert & Moss, L.L.p. 
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NAVOPACHE ELECTRIC COOPERATIVE, INC. 

 
NOTES TO FINANCIAL STATEMENTS 

 
 
 
 

 

 Electric plant depreciation rates have been applied on a straight-line basis and are as follows: 
 

Transmission Plant 2.75%
Distribution Plant 3.24 - 6.72%
Structures and Improvements 3.33 - 33.30%
Office Furniture and Fixtures 6.67 - 33.30%
Transportation Equipment 6.67 - 33.30%
Store Equipment 6.67 - 33.30%
Tools, Shop, and Garage Equipment 6.67 - 33.30%
Laboratory Equipment 5.00 - 20.00%
Power Operated Equipment 5.00 - 20.00%
Communication Equipment 1.59 - 20.00%
Miscellaneous 10.00 - 20.00%  

 
 Depreciation for the year ended April 30, 2025 was $9,492,190, of which $8,693,124 was charged to 

depreciation and amortization expense, and $799,066 was allocated to other accounts. 
 

4. Investments in Associated Organizations 
 
 Investments in associated organizations consisted of the following as of April 30, 2025: 
 

April 30,
2025

CFC
Capital Term Certificates $ 1,233,654
Patronage Capital 889,350
Member Capital Securities 100,000
Membership 1,000

$ 2,224,004
ERMCO 107,042
Federated Rural Insurance Exchange 599,955
National Information Solutions Cooperative 278,726
Western United Supply Corporation 997,248
Other Patronage Capital and Memberships 1,120

Total $ 4,208,095
 

 

Term certificates include investments in CFC capital term certificates and loan term certificates. 
Capital term certificates bear interest at 5% and begin maturing in the year 2070 and loan term 
certificates bear interest at 3% and begin maturing in the year 2025.  
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5. Deferred Charges 
 
 Deferred charges consisted the following: 
 

April 30,
2025

SRP Transmission Connection Deposit $ 277,500
RUS and FFB Prepayment Premium 3,272,935
Environmental Portfolio 954,016
Other 67,270

$ 4,571,721
 

 
In October 2019, the Cooperative issued $77,653,565 of CFC loans to payoff $25,429,296 of RUS 
debt and $52,224,269 of Federal Financing Bank (FFB) debt. A prepayment premium of $4,153,605 
was included in the payoff of the FFB debt and was recorded as a deferred debit. This deferred debit 
is being amortized monthly over the remaining life of the debt. Amortization expense for the year 
ended April 30, 2025 totaled $157,732. 
 
The Environmental Portfolio programs include Demand Side Management programs as well as other 
projects designed to use renewable energy such as solar energy. These projects are funded by an 
ACC approved surcharge on the member’s bill and the balance represents an under-collection 
compared to the amounts spent on the programs. 
 

6. Patronage Capital 
 

 The following is a summary of patronage capital assignable and assigned:  
 

April 30, 
2025

Assigned $ 57,668,105
Assignable 265,420
Under Assigned 2,851,209
Unbilled Revenue - Unassigned 3,773,653

$ 64,558,387
Less:  Retired 14,080,203

$ 50,478,184
 

 

The mortgage agreement contains provisions that must be met for the Cooperative to make 
patronage capital retirements. These provisions include minimum equity to assets, debt service, and 
earnings ratios. The Cooperative is in compliance with these provisions at April 30, 2025. The 
equities and margins of the Cooperative represent 23.22% of the total assets as of April 30, 2025. 
Patronage capital authorized to be retired for the year ended April 30, 2025 was $1,613,485. 
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7. Other Equities (Deficits) 
 

 Other equities (deficits) consisted of the following:  
 

April 30, 
2025

Gain on Retired Estate Capital Credits $ 2,152,493
Donated Capital 629,386
Accumulated Losses (11,519,759)
Abandoned Capital Credits (Net) 2,984,704

$ (5,753,176)
 

 

On March 23, 2018, Senate Bill 1412, which amended Arizona Revised Statutes related to unclaimed 
property, was passed. This enables Arizona Cooperatives to hold on to unclaimed capital credits 
instead of reporting or escheating to the Arizona Department of Revenue. The unclaimed capital 
credits can be used for any lawful purpose consistent with the Cooperative’s bylaws and is specified 
by the Cooperative’s board of directors. The Cooperative’s unclaimed capital credits are currently 
used for scholarships and the Washington Youth Tour for the local youth in its service territory. 

 

8. Long-Term Debt 
 

 Following is a summary of outstanding long-term debt: 
 

April 30, 
2025

NRUCFC Mortgage Notes - 2.96% - 6.18% 
  Fixed Rate Notes; Maturing through 2054 $ 133,913,260
Less:  Current Maturities 5,802,938

$ 128,110,322
 

 
 Principal and interest installments on the above notes are due quarterly. Annual maturities of long-

term debt due CFC for the next five years and thereafter are as follows: 
 

2026 $ 5,802,938
2027 6,047,662
2028 6,122,342
2029 6,146,003
2030 6,062,267
Thereafter 103,732,048

   Total $ 133,913,260
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9. Notes Payable 
 
 The Cooperative has available a $8,000,000 line of credit with CFC at a variable interest rate. As of 

April 30, 2025, the interest rate on this line of credit was 6.05%. The line of credit is scheduled to 
expire on April 18, 2026. The Cooperative had $1,800,000 outstanding on the line of credit as of April 
30, 2025.  

 
10. Deferred Credits 

 

 Deferred credits consisted of the following: 
 

April 30, 
2025

Unclaimed Property $ 926,929
Energy Efficiency Program 159,277
Other 25,008

$ 1,111,214
 

 
11. Pension Benefits 
 
 Narrative Description 

The National Rural Electric Cooperative Association (NRECA) Retirement Security Plan (the RS 
Plan) is a defined benefit pension plan qualified under Section 401 and tax-exempt under Section 
501(a) of the IRC. It is considered a multi-employer plan under the accounting standards. The RS 
Plan sponsor’s Employer Identification Number is 53-0116145 and the RS 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. 
 

 Plan Information 
The Cooperative contributions to the RS Plan in 2025 represented less than five percent of the total 
contributions made to the RS Plan by all participating employers. The Cooperative made 
contributions to the RS Plan of $2,189,271 in 2025.  
 
For the RS Plan, a “zone status” determination is not required, and therefore not determined, under 
the Pension Protection 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 RS Plan was 
over 80% funded at January 1, 2025 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 improvement plans and 
surcharges are not applicable. Future contribution requirements are determined each year as part 
of the actuarial valuation of the RS Plan and may change as a result of plan experience. 
 

The employees also participate in a 401(k) plan, a defined contribution plan provided through 
NRECA. Contributions to the plan by the Cooperative were $668,645 for 2025. 

 
12. Post-Retirement Benefits 
 
 The Cooperative provides post-retirement benefits for eligible employees and directors through a 

plan with Blue Cross Blue Shield of Arizona.   
 
 A summary of the plan is as follows: 
 
 Medical Benefits – Health Insurance Premiums 
 
  Eligibility Bargaining union employees who have reached age 55 with seven or 

more years continuous service – half of premium cost; certain salaried 
employees who were retired on or prior to January 1, 1996; directors 
elected or appointed prior to January 1, 1996, retiring with ten or more 
years continuous service – half of premium cost. 

 
  Covered Group Current retirees, active employees, and directors are covered. 
 
  Period of Coverage Lifetime. 
 
  Type of Plan PPO Plan with Blue Cross Blue Shield of Arizona. 
 
 Actuarial Cost Method 
 

The method used is the projected unit credit cost method as prescribed in accounting principles 
generally accepted in the United States of America. 

 
 Economic Assumptions 
 
  The discount rate used to develop the accumulated post-retirement benefit obligation was 5.55%. 

The assumed health care cost trend rate was 6.25% for 2025, declining to a level of 4.75% for 
2031. 
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Amounts recognized in the Cooperative's April 30, 2025, financial statements and funded status of 
the plan are as follows: 

April 30, 
2025

Net Post-Retirement Benefit Cost:
Interest Cost $ 21,340
Service Cost 29,852
Amortization of Gain (55,172)

$ (3,980)

Accumulated Post-Retirement Benefit
 Obligation (APBO) Reconciliation

APBO Balance at Beginning of Year $ 646,892
Interest Cost 21,340
Service Cost 29,852
Actuarial (Gain)/Loss (228,128)
Benefits Paid (29,368)
Net Post-Retirement Benefit Liability
 at End of Year $ 440,588

Funded Status
Post-Retirement Benefit Liability $ 440,588
Fair Value of Plan Assets

Accrued Post-Retirement Benefit Cost $ 440,588

Accumulated Other Comprehensive Income
Other Comprehensive Income- Beginning of Year $ 704,249
Actuarial Gain (Loss) 228,128
Amortization of Gain (55,172)

Other Comprehensive Income $ 877,205

The Cooperative had not funded plan assets as of April 30, 2025. 

Accounting principles generally accepted in the United States require an employer that sponsors a 
defined benefit post-retirement plan to report the current economic status (the overfunded or 
underfunded status) of the plan in its balance sheet, to measure the plan assets and plan obligations 
as of the balance sheet date, and to include enhanced disclosures about the plan. 

The estimated actuarial gain for the post-retirement medical benefit plan that will be amortized from 
accumulated other comprehensive income into net post-retirement benefit cost over the next year is 
expected to be $55,916. 
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Estimated future benefit payments for the next five years and the subsequent five years thereafter 
are as follows: 

2026 $ 30,132  
2027 35,563
2028 28,950
2029 19,988
2030 21,933
2031-2035 140,981

13. Litigation, Commitments, and Contingencies

Litigation
Periodically the Cooperative is involved in instances of litigation. There are also instances of 
unasserted claims that could potentially impact the Cooperative. The ultimate outcome of these 
matters cannot presently be determined. However, in legal counsel and management’s opinion, the 
likelihood of any material adverse outcome is remote. Accordingly, adjustments, if any, which might 
result from the resolution of these matters, have not been reflected in these financial statements. 

Purchase Commitment 
Under it’s wholesale power agreement, the Cooperative is committed to purchase its electric power 
and energy requirements from Tucson Electric Power Company through January 1, 2042. 

Rate Proposal 
On November 8, 2024, the Cooperative filed an application with the ACC for an increase in annual 
revenues by $5,078,419 or approximately 8.14% over adjusted test year revenues of $62,381,801. 
The application uses a test year ending December 31, 2023. The application is pending ACC and 
will be filed with the NMPRC once approved by the ACC.  

Concentration of Credit 
The Cooperative extends credit to its consumers on terms no more favorable than the standard 
terms of the industry it serves. The Cooperative’s consumers are located in eastern Arizona and 
western New Mexico, in a designated service territory. The Cooperative’s credit risks have been 
anticipated and management believes that the adequate provision has been made for doubtful 
accounts.  

14. Subsequent Events

The Cooperative has evaluated subsequent events through July 24, 2025, the date which the financial
statements were available to be issued.
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BOLINGER, SEGARS, GILBERT & MOSS, L.L.P. 

LUBBOCK, TEXAS  79423-1954 

LETTER TO BOARD OF DIRECTORS REGARDING POLICIES 
CONCERNING AUDITS OF CFC BORROWERS 

Board of Directors  
Navopache Electric Cooperative, Inc. 
Lakeside, Arizona 

We have audited, in accordance with auditing standards generally accepted in the United States of 
America, the balance sheet of Navopache Electric Cooperative, Inc. (the Cooperative) as of April 30, 
2025, and the related statement of income, comprehensive income, and patronage capital and cash 
flows for the year then ended, and have issued our report thereon dated July 24, 2025. 

In connection with our audit nothing came to our attention that caused us to believe that the Cooperative 
failed to comply with the terms of Article V of the National Rural Utilities Cooperative Finance Corporation 
Loan Agreement insofar as they relate to accounting matters. However, our audit was not directed 
primarily toward obtaining knowledge of such noncompliance. 

This report is intended solely for the information and use of the Board of Directors and management of 
Fannin Electric Cooperative and the National Rural Utilities Cooperative Finance Corporation and is not 
intended to be and should not be used by anyone other than these specified parties. 

Certified Public Accountants 

Lubbock, Texas 

July 24, 2025 
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