
Note: All the redactions are a result of best business practices regarding subsidiaries competitive
market information or security concerns at federal facilities at the direction of the U.S Department
of Defense.



Table of Contents 

PAGE 

Report of Independent Auditors 1 2 

Consolidated Financial Statements 
Consolidated balance sheets 3 4 
Consolidated statements of operations and comprehensive income (loss) 5 
Consolidated statements of changes of equities 6 
Consolidated statements of cash flows 7 8 
Notes to consolidated financial statements 9 27 

Supplementary Information 





2 

s Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the consolidated financial 
statements as a whole are free from material misstatement, whether due to fraud or error, and to 

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 judgment made by a reasonable user based on the 
consolidated 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 Valley Electric Association Inc. and subsidiaries 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 Valley Electric Association Inc. and Subsidiaries 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. 

Report on Supplementary Consolidating Information 

Our audit was conducted for the purpose of forming an opinion on the basic consolidated financial 
statements as a whole. The supplementary information on pages XX through XX is presented for 
purposes of additional analysis and is not required part of the basic consolidated financial statements. 
Such information is the responsibility of management and was derived from and relates directly to the 
underlying accounting and other records used to prepare the consolidated financial statements. The 
consolidated information has been subjected to the auditing procedures applied in the audit of the 
consolidated financial statements and certain additional procedures, including comparing and 
reconciling such information directly to the underlying accounting and other records used to prepare 
the consolidated financial statements or to the consolidated financial statements themselves, and 
other additional procedures in accordance with auditing standards generally accepted in the United 
States of America. In our opinion, the supplementary information is fairly stated, in all material 
respects, in relation to the consolidated financial statements as a whole.  

Portland, Oregon 
April 27, 2022 
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7 See accompanying notes. 

Valley Electric Association, Inc. and Subsidiaries 
Consolidated Statements of Cash Flows 

2021 2020

CASH FLOWS FROM OPERATING ACTIVITIES
Net margins (loss) (13,216,994)$   2,381,271$      
Adjustments to reconcile net margins (loss) to net

cash from operating activities
Depreciation and amortization 12,788,063  14,699,889 
Capital credits (128,808)  (355,977)  

Change in assets and liabilities
Deferred debits 6,418,330 2,554,973 
Deferred credits 474,300 263,131 
Accounts and notes receivable (18,432,768)  (3,640,446)  
Inventories and other current assets (686,712)  (914,614)  
Payables and accrued expenses 21,905,576  4,630,325 
Post-retirement benefit obligation 3,920,937 (80,226)  

Net cash from operating activities 13,041,924  19,538,326 

CASH FLOWS USED IN INVESTING ACTIVITIES
Additions to utility plant and other property and 

equipment (7,913,186)  (7,339,126)  
Plant removal (more) less than salvage and other

credits 2,428,799 (1,460,003)  
Special deposit 1,322,280 (2,266,383)  
Other property and investments 501 (458,933)  

Net cash used in investing activities (4,161,606)  (11,524,445)  

CASH FLOWS USED IN FINANCING ACTIVITIES
Payments on long-term debt to CFC (7,061,430)  (5,006,129)  
Payment to refinance CFC 1,000,000 (1,926,436)  
Payments on long-term debt to CoBank (1,854,237)  (1,228,112)  
Proceeds on long-term debt CoBank -  35,570,000  
CFC line of credit conversion to long-term debt -  (18,500,000)  
CoBank line of credit conversion to long-term debt -  (12,000,000)  
Payments on other LTD (646,339)  (646,332)  
Payments on capital leases (2,997,476)  (3,424,070)  
Retirement of patronage capital (387,515)  (416,756)  

-  719,299 

Net cash used in financing activities (11,946,997)  (6,858,536)  

CHANGE IN CASH AND CASH EQUIVALENTS (3,066,679)  1,155,345 

CASH AND CASH EQUIVALENTS, beginning of year 5,118,632  3,963,287 

CASH AND CASH EQUIVALENTS, end of year 2,051,953$      5,118,632$      

Years Ended December 31,



See accompanying notes. 8 

Valley Electric Association, Inc. and Subsidiaries 
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Valley Electric Association, Inc. and Subsidiaries 
Notes to Consolidated Financial Statements 
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Note 1  Nature of Operations and Summary of Significant Accounting Policies 

Nature of operations 
Valley Electric Association, Inc. (VEA) is a non-profit company organized to provide electric service at the 
retail level to primarily residential, irrigation, and commercial accounts in a designated service area 
located in southwestern Nevada and portions of eastern California. Power delivered at retail is purchased 
wholesale from BP Energy Company and other suppliers. Any operating revenues earned in excess of 
costs incurred from the Cooperative and subsidiaries are allocated to patrons of VEA and are reflected as 
patronage capital equity on the balance sheets. 

VEA has been involved in power interchange activity with a California utility company for several years. At 
December 31, 2021 and 2020, the net interchange balance due to the utility company has been 
calculated at $5,599,674 and $4,104,533, respectively, and is included in long-term payables on the 
balance sheets. 

Valley Electric Transmission Association, L.L.C. (VETA), is a wholly owned subsidiary of VEA and is 
located in Pahrump, Nevada. VETA was formed in 2011 to construct, maintain and operate the 
transmission facilitie
work in progress on transmission plant to VETA in 2011 along with long-term debt in the same amount. 

Valley Communications Association, L.L.C. (VCA), is a wholly owned subsidiary of VEA and is located in 
Pahrump, Nevada. VCA was formed in 2016 to provide broadband services to both members and non-
members of VEA. 

SolPower and SolPower Capital 
located in Pahrump, Nevada. SolPower was formed in 2020 to provide solar power services to members 
of VEA. 

Valley Electric Association, Inc. and its Subsidiaries, as a whole, will be referred to as the Association. 

System of accounts 
Although the Association is no longer a RUS borrower, its accounting records are maintained in 
accordance with the RUS Uniform System of Accounts (USOA) prescribed for RUS electric borrowers. 

Principles of consolidation 
The consolidated financial statements include the accounts of VEA and its wholly owned subsidiaries, 
VETA, VCA and SolPower. All material inter-company transactions have been eliminated. 

Cash and cash equivalents 
For purposes of the consolidated statements of cash flows, cash and cash equivalents include cash and 
temporary cash investments. 



Valley Electric Association, Inc. and Subsidiaries 
Notes to Consolidated Financial Statements 
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Note 1  Nature of Operations and Summary of Significant Accounting Policies (continued) 

Fair value measurements 
The Association has determined the fair value of certain assets and liabilities in accordance with the 
provision of Accounting Standards Codification (ASC) 820, Fair Value Measurements and Disclosures, 
which provides a framework for measuring fair value under generally accepted accounting principles. 

ASC 820 defines fair value as the exchange price that would be received for an asset or paid to transfer a 
liability (an exit price) in the principal or most advantageous market for the asset or liability in an orderly 
transaction between market participants on the measurement date. ASC 820 requires that valuation 
techniques maximize the use of observable inputs and minimize the use of unobservable inputs. ASC 820 
also establishes a fair value hierarchy, which prioritizes the valuation inputs into three broad levels. 

Level 1 inputs consist of quoted prices in active markets for identical assets or liabilities that the reporting 
entity has the ability to access at the measurement date. Level 2 inputs are inputs other than quoted 
prices included within Level 1 that are observable for the related asset or liability. Level 3 inputs are 
unobservable inputs related to the asset or liability. The Association recognizes significant transfers 
between levels on the date of the transfer. 

Accounts receivable 
Accounts receivable are recorded when invoices are issued and are written off when they are determined 
to be uncollectible. 

Allowance for uncollectible accounts 
The Association uses the aging method to allow for uncollectible accounts. During the year management 
makes an evaluation of past due accounts to determine collectability. The accounts deemed uncollectible 
are written off upon approval by the Board of Directors. 

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 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. 

 



Valley Electric Association, Inc. and Subsidiaries 
Notes to Consolidated Financial Statements 
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Note 1  Nature of Operations and Summary of Significant Accounting Policies (continued) 

Straight-line plant in service depreciation rates: 

Inventories 
Materials and supplies inventories are valued at average cost. 

Other property and investments 
Investments in associated organizations are carried at cost (see Note 3), plus capital credits allocated 
and not retired. 

Concentration of credit risk 
The Association's headquarters facility is located in Pahrump, Nevada. The service area includes 
members located in an area located in southwestern Nevada and eastern California. VEA will require a 
deposit from members without a good credit history and who do not elect prepaid metering options. Any 
deposit will be applied to unpaid bills and fees in the event of default. The deposit accrues interest and is 
returned periodically. As of December 31, 2021 and 2020, deposits on hand totaled $833,737 and 
$707,015, respectively. 

The cash balances maintained by the Association are on deposit with institutions insured by the Federal 
Deposit Insurance Corporation. Balances at times exceeded insured amounts. 

Patronage capital certificates 
The Association operates under a patronage capital system. Under this system, operating margins are 
allocated to patrons annually based on billings and usage of electricity. Distributions to patrons are made 
at the discretion of the Board of Directors in accordance with the bylaws, subject to the restrictions 
contained in long-term debt agreements. 

Patronage capital from associated companies is recorded at the stated amount of the certificate. 

Income tax status 
The Association is exempt from federal income taxes under Section 501(c)(12) of the Internal Revenue 
Code provided at least 85% of its revenue and income is derived from patrons for the sole purpose of 
meeting losses and expenses. For the year ended December 31, 2020, the Association qualified for 
exemption and operated as an exempt cooperative. To the extent the Association engages in an 
unrelated trade or business, it is subject to the unrelated business income tax imposed by Section 511 of 
the Internal Revenue Code. The primary source of unrelated business income activities is the provision of 
Internet services on a non-patronage basis. 
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Notes to Consolidated Financial Statements 
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Note 1  Nature of Operations and Summary of Significant Accounting Policies (continued) 

VETA, VCA and SolPower are classified as disregarded entities of the Association for federal income tax 
reporting purposes. Therefore, the operations of these two companies are included in the tax returns filed 
by the Association and are included in determining whether the Association is taxed as an exempt or non-
exempt cooperative. The taxability of VETA, VCA and SolPower is determined based on how each 
contributes to the patronage and non-patronage activities of the Association. Current and deferred 
income taxes, if any, are allocated solely to the Association. 

For losses arising in tax years beginning before January 1, 2018, net operating losses (NOLs) were 

income or carried forward for a period not to exceed 20 years for offsetting future taxable income. For 
losses arising in tax years beginning after December 31, 2017, the carry forward period is indefinite and 
the amount utilized for any year is limited to 80% of taxable income for such year. At December 31, 2021, 
the total NOL carryover available to the Association for both its unrelated business and non-patronage 
activities is approximately $15.7 million. Of that total, approximately $13.7 million is the result of NOLs 
arising before January 1, 2018 and begin expiring in 2026, and approximately $2.0 million is the result of 
NOLs arising after January 1, 2018 which has an indefinite carryover. 

The Association follows the asset and liability method for recording income taxes. The objective of the 
asset and liability method is to establish deferred tax assets and liabilities for the temporary differences 

enacted tax rates expected to be in effect when such amounts are realized and settled. As changes in the 
tax laws or rates are enacted, deferred tax assets and liabilities are adjusted through the provision for 
income taxes. 

Deferred income taxes result from transactions which enter into the determination of taxable income in 
different periods than recorded for financial reporting purposes. These differences represent future tax 
return consequences (increases and decreases in taxable income) when deferred tax assets and 
liabilities are recovered, realized, or settled. The principal source of deferred federal income taxes is the 
NOL carryover. The federal deferred tax asset associated with the NOL carryovers for 2021 and 2020 is 
estimated at $2.0 million and $3.1 million, respectively. However, until there is sufficient history of net 
earnings to show that the NOL carryovers will be fully utilized, a valuation allowance has been recorded in 
full, resulting in a net deferred tax asset of $0 at December 31, 2021 and 2020. Accordingly, the overall 
provision for income taxes is $0 for both years then ended. 

accepted in the United States of America. The primary tax position of the Association is its filing status as 
a tax-exempt cooperative in the years it qualifies for exemption. In the years it does not qualify for 
exemption, the primary tax position of the Association is the exclusion from taxable income for the 
amount of patronage capital allocated to the patrons. The Association has determined that it is more likely 
than not that its tax positions will be sustained upon examination by the Internal Revenue Service and 
that all tax benefits are likely to be realized upon settlement with federal taxing authorities. 
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Note 1  Nature of Operations and Summary of Significant Accounting Policies (continued) 

The Association, including the operations of VETA, VCA and SolPower, files its income tax return in the 
U.S. federal jurisdiction. It is no longer subject to income tax examinations by the applicable federal taxing 
authority for years before 2017. The Association recognizes interest expense and penalties in operating 
expenses. There were no penalties or interest recognized during the years ended December 31, 2021 
and 2020. 

Other equity (deficit) 
As of December 31, 2021, other equity (deficit) are related to the accumulated losses from the broadband 
division, electric operations and SolPower. In accordance with the 
from the electric division can be used to offset accumulated losses or can be assigned to the members.  

Revenue recognition and unbilled revenue 
The Association recognizes revenue that corresponds to the price of the energy delivered to the 
customer. Revenue is recognized when obligations under the terms of a contract with members are 
satisfied. Performance obligations related to the sale of energy are satisfied as energy is delivered to 
customers. The measurement of energy sales to customers is generally based on the reading of their 
meters, which occurs on a systematic basis throughout the month. 

VEA has calculated that its unbilled revenue for delivered power usage which has not been billed to 
customers at December 31, 2021 and 2020 amounted to $3,010,832 and $3,083,131, respectively. These 
amounts have been included in current assets on the balance sheets. 

The Association generally bills broadband sales to customers one month in advanced at a fixed rate. 
Therefore, there will not be any unbilled amounts at the end of the year.  

Use of estimates in the preparation of consolidated financial statements 
The preparation of consolidated 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 consolidated financial statements and the reported amounts of revenues and expenses 
during the reporting period. Actual results could differ from those estimates. 

Reclassification 
Certain prior year balances in the consolidated financial statements have been reclassified to conform 
with current year presentation. These reclassifications had no impact to the prior year net margins. 
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Note 11  Pension Benefits (continued) 

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 Retirement Security Plan 
was over 80% funded on January 1, 2021 and 2020 based on the PPA funding target and PPA actuarial 
value of assets on those dates. 

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 National 
Rural Electric Cooperative Association. The Association makes monthly contributions to the plan. The 
cost to the Association under this plan for the years ended December 31, 2021 and 2020 were $296,785
and $334,257, respectively. 

Note 12  Special Early Retirement Program 

The Association entered into a Special Early Retirement Program (SERP) with NRECA. The SERP was 
offered to all employees who met the eligibility requirements of an age of 57 years and 8 years of service. 
VEA and VCA recorded $7,320,316 and $957,126 of expenses within the current year, respectively. The 
RS Plan reserves the right to modify the cost estimates and benefit calculations in compliance with the 
terms of the plan and federal laws and regulations. The SERP benefit is quoted as an annual amount and 
is calculated as of August 31, 2021, the date the employees retired.  
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Note 13  Post-Retirement Benefits and Deferred Compensation 

The Association provides post-retirement medical and life benefits for eligible employees. For purposes of 
this statement, the written plan in effect is the substantive plan and is considered a defined benefit plan. 
The Association contributes varying amounts dependent on retirement date, age, and years of service 
based on a plan amendment adopted in 2007 and revised in 2009. 

Accounting principles generally accepted in the United States of America requires 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 consolidated balance sheet date, and to include enhanced disclosures about the plan. 

Benefits paid for the year ended December 31, 2021 and 2020 were $189,951 and $195,489, 
respectively. 

measurement date used for the current valuation is December 31, 2021. 

The effect of a 1.00% increase in health care trend rates would increase the benefit obligation by 
$240,174 and the service cost plus interest by $6,794. 

The weighted-average discount rate used to develop the accumulated post-retirement benefit obligation 
was 3.30%. The assumed health care cost trend rate for 2021 is 4.75% declining to an ultimate level of 
4.5% in 2025. 
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Note 14  Revenue Recognition (continued) 

VEA  enue source is generated through the sale of electricity to members 
in the southwestern Nevada and portions of eastern California. Retail members are classified as 
residential, irrigation, commercial and industrial, and broadband. Residential members include single 
family housing, multiple family housing (such as apartments, duplexes, and town homes), manufactured 
homes, and small farms. Residential demand is sensitive to the effects of weather, with demand highest 
during the winter heating season and summer cooling season. Irrigation members consist of large farms 
who accept energy at high voltages. Commercial members consist of non-residential members who 
accept energy deliveries at voltages equivalent to those delivered to residential members. Commercial 
members include most businesses, small industrial companies, and public street and highway lighting 
accounts. Industrial members consist of non-residential members who accept delivery at higher voltages 
than commercial members. Demand from industrial members is primarily driven by economic conditions, 
with weather having little impact on energy use by this member class.  

obligation representing a series of distinct goods that are substantially the same and have the same 
pattern of transfer to the member that is satisfied over time as members simultaneously receive and 
consume the benefits provided. The Association applies the invoice method to measure its progress 
towards satisfactorily completing its performance obligations to transfer each distinct delivery of electricity 
in the series to the member.  

Other operating revenues consist primarily of public street and highway lighting, service fees and other 
services provided to members. 

VETA  Revenue from services is recognized over time as customers receive the services. 

VCA  Revenue from services is recognized over time as customers receive the services. 

SolPower  Revenue from services is recognized over time as customers receive the services. 

Contracts that generate contract liabilities include arrangements for customer deposits that are paid by 
the customer before services are provided. These contract liabilities are classified as customer deposits 
on the balance sheet. 

In 2013, VEA entered into a 50-year contract with   ( ) as part of a privatization 
agreement by which VEA agreed to maintain the distribution plant for the federal government. The 
contract provided for VEA to perform operations and maintenance, renewals and replacements, and 
special projects on behalf of the federal government. Revenue for operations and maintenance is 
recognized when billed. Revenue for renewals and replacements is deferred and recognized upon 
performing the renewal or replacement for . Revenue for special projects is recognized upon 
completion of the project with the profit or loss recorded to revenue. 
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Note 15  Litigation, Commitments, and Subsequent Events 

Litigation 
In the normal course of business, the Association is a party to claims and matters of litigation. The 
ultimate outcome of these matters cannot presently be determined; however, in the opinion of 
management of the Association, the resolutions of these matters will not have a material adverse effect 
on the Association

The Association has an agreement with one union. As of December 31, 2021, 34% of employees were 
covered by the union contract. The agreement expired on April 30, 2021. The parties to have agreed to 
operate under the expired term until a new contract is in place.  

Subsequent events 
Subsequent events are events or transactions that occur after the balance sheet date but before the 
financial statements are available to be issued. The Association recognizes in the consolidated financial 
statements the effects of all subsequent events that provide additional evidence about conditions that 
existed at the date of the consolidated balance sheet, including the estimates inherent in the process of 
preparing 
not recognize subsequent events that provide evidence about conditions that did not exist at the date of 
the consolidated balance sheet but arose after the balance sheet date and before the consolidated 
financial statements are issued. 

The Association has evaluated subsequent events through April 28, 2022, the date which the financial 
statements were available to be issued. 
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