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Name of Respondent This Report Is: Date of Report Year of Report
(1) [ X 1 An Original (Mo, Da, Yr) 12/31/2018

. t-
Cherryland Electric Cooperative (2)[ 1A Resubmission 4/1/2019

IMPORTANT CHANGES DURING THE YEAR

Give particulars {details} concerning the matters indicated below. Make the statemants explicit and precise, and
number them in accordance with the inquiries. Each inquiry should be answered. Enter "none’, "not acceptable”
or "NA" where applicable. If information which answers an inquiry is given elsewhere in the report, make a
reference to the schedule in which it appears.

1. Changes in and important additions to franchise rights: Describe the actual consideration given therefor and
state from whom the franchise rights were acquired. If acquired without the payment of consideration, state that
fact.

2. Acquisition of ownership in other companies by reorganization, merger, or consolidation with other companies:
Give names of companies involved, particulars concerning the transactions, name of the Commission authorizing
the transaction, and reference to Commission authorization.

3. Purchase or sale of an operating unit or system: Give a brief description of the property, and of the
transactions relating thereto, and reference to Commission authorization, if any was required. Give date journal
entries called for by the Uniform System of Accounts were submitted to the Commission.

4. Important leaseholds (other than leaseholds for natural gas fands) that have been acquired or given, assigned
or surrendered: Give effective dates, lengths of terms, names of parties, rents and other conditions. State name
of Commission authorizing lease and give reference to such authorization.

5. Important extension or reduction of transmission or distribution system: State territory added or relinquished
and date operations began or ceased and give reference to Commission authorization, if any was required. State
also the approximate number of customers added or lost and approximate annual revenues of each class of
service. Each natural gas company must also state major new continuing sources of gas made available to it from
purchases, development, purchase contract or otherwise, giving location and approximate total gas volumes
available, period of contracts, and other parties to any such arrangements etc.

6. Obligations incurred as a result of issuance of securities or assumption of liabilities or guarantees including
issuance of short-term debt and commercial paper having a maturity of one year or less. Give reference to FERC
or State Commission authorization, as appropriate, and the amount of obligation or guarantee.

7. Changes in articles of incorporation or amendments to charter: Explain the nature and purpose of such
changes or amendments.

8. State the estimated annual effect and nature of any important wage scale changes during the year.

9. State briefly the status of any materially important legal proceedings pending at the end of the year, and the
results of any such proceedings culminated during the year.

10. Describe briefly and materially important transactions of the respondent not disclosed elsewhere in this report
in which an officer, director, security holder reported on page 106, voting trustee, associated company or known
associate of any of these persons was a party or in which any such person had a material interest.

11. (Reserved.)
12. If the importani changes during the year relating to the respondent company appearing in the annual report to

stockholders are applicable in every respect and furnish the data required by instruction 1 to 11 above, such notes
may be attached to this page.

Subsidiary, Cherryland Holdings, Inc. was dissolved on September 18, 2018.

MPSC FORM P-521 (Rev 12-04) Page 108




Name of Respondent This Report Is:

Cherryland Electric Cocperative

{1) [ X1An Original
{2) [ 1A Resubmission

Date of Report
(Mo, Da, Yr)
4/1/2019

Year of Report
12/31/2018

STATEMENT OF CASH FLOWS

1. lf the notes to the cash flow statement in the respondent's annual
stockholders report are applicable to this statement, such notes should
be included on pages 122-123. Information about noncash investing and
financing activities should be provided on pages 122-123. "Cash and
Cash Equivalents at End of Year" with related amounts on the balance
sheet.

2. Under "Other" specify significant amounts and group others,

3. Operating Activities-Other: Include gains and losses pertaining 1o
operaling activities only. Gains and fosses pertaining to investing and|
financing activities should be reported in those activities. Show on
pages 122-123 the amounts of interest paid (net of amounts
capitalized) and income taxes paid,

Line Description (Sea instructions for Explanation of Codes) Amounts
No. (a) (b)
1 Net Cash Flow from Operating Activities: (enter outflows from company as negative #s)
2 Net Income (Line 72 (c) on page 117
3 Noncash Charges {Credils) o Income:
4 Depreciation and Depletion
5 Amortization of (Specify)
6 Intangible Plant
7
8 Deferred Income Taxes {Net)
9 Investment Tax Credit Adjustment (Net)
10 Net {Increase) Decrease in Receivables
11 Net {Increase} Decrease in Inveniory
12 Net {Increase) Decrease in Allowances Inventory
13 Net {Increase) Decrease in Payables and Accrued Expenses
14 Net (Increase) Decrease in Other Regulatory Assels
15 Net (Increase) Dacrease in Other Regulatory Liabilities
16 {Less) Allowance for Other Funds Used During Construction
17 {Less) Undistributed Earnings from Subsidiary Companies
18 Other:
19
20
21
22 Net Cash Provided by ( Used in) Operating Activities (Total of lines 2 thru 21) 0
23
24  |Cash Flows from Investment Aclivities:
25 Construction and Acquisition of Plant (including land):
26 Gross Additions to Utility Plant (less nuclear fuel)
27 Gross Additions to Nuclear Fuel
28 Gross Additions to Common Ulility Plant
29 Gross Additions to Nonutility Plant
30 {Less} Alfowance to Other Funds Used During Construction
31 Other:
32
33
34 Cash Outflows for Plant (Total of lines 26 thru 33}
35
36 Acquisition of Other Noncurrent Assets (d)
37 Proceeds from Disposal of Noncurrent Assets {d)
38
39 Investments in and Advances to Assoc, and Subsidiary Companies
40 Contributions and Advances from Assoc, and Subsidiary Companies
41 Disposition of Investments In { and Advances to)
42 Associated and Subsidiary Companies {800)
43
44  |Purchase of Investmen! Securilies {a)
45  |Proceeds from Sales of Investment Securities (a)

MPSC FORM P-521 (Rev 12-04)
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Name of Respondent

Cherryland Electric Cooperative

This Report Is:
{1) [ X1 An Original
{2) [ 1A Resubmission

Date of Repont
(Mo, Da, Y1)
4/1/2019

Year of Report
12/31/2018

STATEMENT OF CASH FLOWS {(Continued)

4, Investing Activities

{a} Inciude at Other {line 31) net cash outifow to acquire other
companies. Provide a reconciliation of asset acquired with lizbilities
assumed on pages 122-123.

{b) Don not include on this statement the dollar amount of leases
capitalized per USofA General Instruction 20; instead provide a

reconciliation of the dolfar amount of leases capitalized with the plant

cosi on pages 122-123.

B. Codes used:

(a) Met proceeds or payments.

(b) Bonds, debentures and other long-term debt,

(c) Include commercial paper.

(d) ldentify separately such items as investments, fixed assets,
intangibles, etc. 8. Enter
on pages 122-123 clarifications and explanations.

Line Description {See instructions for Explanation of Codes) Amount
No. (a) (b}
48 Loans Made or Purchased

47 Collections on Loans

48

49 Net (Increase) Decrease in Receivables

50 Net (Increase) Decrease in Inventory

51 Net (Increase) Decrease in Allowances Held for Speculation
52 Net Increase (Decrease) in Payables and Accrued Expenses
53 Other:

54

55

56 Net Cash Provided by {Used in} Investing Activities

57 {Total of lines 34 thru 55)

58

59 Cash Flows from Financing Activities:

60 Proceeds from |ssuance of:

61 Long Term Debt (b}

62 Preferred Stock

63 Common Stock

64 Other:

65

66 Net Increase in Short-Term Debt (c)

67 Other:

68

62

70 Cash Provided by Oulside Sources (Toial of lines 61 thru 69)
71

72 Payments for Retirement of:

73 Long Term Debt (b)

74 Preferred Stock

75 Common Stock

76 Other:

77

78 Net Decrease in Short-Term Debt (c)

79

B0 Dividends on Preferred Stock

81 Dividends on Common Stack

82 Net Cash Provided by {Used in) Financing Activities

83 (Total of lines 70 thru 81}

84

85 Net Increase (Decrease) in Cash and Cash Equivalenis
86 (Total of lines 22, 57 and 83)

a7

88 Cash and Cash Equivalents at Beginning of Year

89

90 Cash and Cash Equivalents at End of Year

MPSC FORM P-521 (Rev 12-00)
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Name of Respondent

Cherryland Electric Cocperative

This Report |s:
(1) [ X ] An Original
(2) [ 1A Resubmission

Date of Report Year of Report
(Mo, Da, Yr}
04/01119 12/31/2018

NONUTILITY PROPERTY (Account 121) - NONE

1. Give a brief description and state the location of
nonutility property included in Account 121,

2. Designate with a double asterisk any property which is
leased to another company. State name of lessee and
whether lessee is an associated company.

3. Furnish particulars (details) concerning sales, pur-
chases, or transfers of Nonutility Property during the year.

4. List separately all property previously devoted to public
service and give date of transfer to Account 121,
Nonutility Property.

5. Minor items (5% of the Balance at the End of the Year
for Account 121 or $100,000, whichever is less) may be
grouped by (1) previcusly devoted to public service, or
(2) other nonutility property.

Line Description and Location
No. (a)

Balance at
Beginning of Year

Purchases, Sales Balance at
Transfers, etc. End of Year

{b) (c) (d)

W o~ O DWW e

TOTAL

ACCUMULATED PROVISION FOR DEPRECIATION AND AMORTIZATION OF
NONUTILITY PROPERTY (Account 122)

Report below the information called for concerning depreciation and amortization of nonutility property.

Line ltem

(@)

s
[

Amount

(b)

Balance, Beginning of Year

Accruals for Year, Charged to

(417) Income from Nonutility Operations

(418) Nonoperating Rental Income

Other Accounts (Specify):

TOTAL Accruals for Year {Enter Total of lines 3 thru 6)

Net Charges for Plant Retired:

Book Cost of Plant Retired

Qloi~N o]l | M=

10 Cost of Removal

11 Salvage (Credit)

12 TOTAL Net Charges (Enter Total of lines 9 thru 11)

13 |Other Debit or Credit ltems (Describe);

15 iBalance, End of Year (Enter Total of lines 1, 7, 12, and 14)

MPSC FORM P-521 (Rev. 12-00)
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Name of Respondent This Report is: Date of Report Year of Report
. . (1} { X1 An Original (Mo, Da, ¥r)
Cherrytand Electric Cooperative (@) [ ] A Resubmission 04/01/19 12/31/2018

INVESTMENTS (Accounts 123, 124, 136)

1. Report below the investments in Accounts 123, Investments
in Asscciated Companies, 124, Other Investment, and
136, Temporary Cash investments.

2. Provide a subheading for each account and fist
thersunder the information called for:

(a) Investment in securities - List and describe each
security owned, giving name of user, date acquired and
date of maturity. For bonds, alsc give principal amount,
date of issue, maturity, and interest rate. For capital stock
(including capital stock of respondent reacquired under a
definite plan for resale pursuant to authorization by the
Board of Directors, and included

in Account 124, Other Investments), state number of
shares, class, and series of stock. Minor investments may
be grouped by classes. Investments inchuided in Account
138, Temporary Cash Invesiments, also may be grouped
by classes.

(b) investment Advances-Report separately for each
person or company the amounts of loans or investment
advances which are properly includable in Account 123.
Advances subject to current repayment should be included
in Accounts 145 and 146. With respect o each advance,
show whether the advance is a nole or an open account,
Each note should be

Book Cost at
Beginning of Year
{If book cost is different
from cost fo respondent,

Line Description of Investment give cost to respondent in Purchases or
No. a fooinote and explain Additions During
difference) Year
(b
(a) Original Cost Book Value (c)

Cherryland Holdings had no Investments

[P "R KPS T N S K . N R —
C O D RON 2PN RWON =
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QDWW N AR WN 2O
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Name of Respondent

Cherryland Electric Cooperative

This Report Is:
(1) [ X1 An Original
(2)[ ] A Resubmission

Date of Report
(Mo, Da, Yr)
04/01/19

Year of Report
12/31/2018

INVESTMENTS (Accounts 123, 124, 136) (Cont'd)

listed giving date of issuance, maturity date, and
specifying whether note is a renewal. Designate any
advances due from officers, directors, stockholders, or
employees. Exclude amounts reported oh page 229,

3. For any securities, notes or accounts that were pledged
designate with an asterisk such securities, noles, or
accounis and in a footnote state the name of pledgee and
purpose of the pledge.

4. If Commission approval was requirad for any advance
made or security acquired, designate such factina
footnote and give name of Commission, date of

authorization, and case or docket humber.

5. Report in column (g) interest and dividend revenues
from investments including such revenues from
securities disposed of during the year,

6. In column (h) report for each investment disposed
of during the year the gain or loss represented by the
difference between cost of the investment (or the
other amount at which carried in the books of account
if different from cost) and the selling price thereof, not
including any dividend or interest adjustment
includible in column (g).

Sales or Other
Dispositions
During Year

Principal Amount
or No. of Shares
at End of Year

{d) (e}

Book Cost at
End of Year
{If book cost is
different from cost to
respondent, give cost
fo respondent in a
footnote and explain difference)
(f)
Original Cost

Gain of Loss
from Improvement
Disposed of

Revenues for
Year

Book Value (q) {h)

Line
No.

was dissolved in 2018.

OO WN =
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Narme of Respondent This Report Is: Date of Report Year of Report

. . {1} [ X1 An Original {Mao, Da, Yr) 153112018
Cherryland Electric Cooperative (2)[ 1A Resubmission 04/01/19

RECEIVABLES FROM ASSOCIATED COMPANIES (Accounts 145, 146)

1. Report particulars of notes and accounts receivable 4. if any note was received In satisfaction of an open
from associated companies™ at end of year. account, state the pericd covered by such open account.
2. Provide separate headings and totals for Accounts 145, 5. Include in column (f) interest recorded as income
Notes Receivable from Associated Companies, and 146, during the year including interest on accounts and notes
Accounts Receivable from Associated Companies, in held any time during the year.
addition to a total for the combined accounts. 6. Give particulars of any notes pladged or discounted,
3. For notes receivabls, list each note separately and also of any collateral held as guarantee of payment of
state purpose for which received. Show also in column {a) any note or account,

date of note, date of maturity and interest rate.

* NOTE: "Associated companies” means companies or persons that, directly or indirectly, through one or more
intermediaries, control, or are controlled by, or are under common control with, the account company. This
includes refated parties.

“Control" {including the terms "contralling,” "controlled by," and "under common control with"} means the
possession, directly or indirectly, of the power to direct or cause the direction of the management and policies of a
company, whether such power is exercised through one or more intermediary companies, or alone, ar in conjunction
with, or pursuant to an agreement, and whether such power is established through a majority or minority ownership
or voting of securities, common directors, officers or stockholders, voting trusts, holding trusts, associated
companies, contract or any other direct or indirect means.

Totals for Year

Balance Balance
Beginning of End of Interest
Line Particulars Year Debits Credits Year for Year

(a) (b) (c) (d) (e) (f)

=
=

NONE

0~ 0 I W R e

25 TOTAL
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Name of Respondent This Report Is: Date of Report Year of Report
. . (1) [ X ] An Original (Mo, Da, Y1)
Cherryland Electric Cooperative (2)[ 1A Resubmission 04/01/19 12/31/2018

ALLOWANCES - NONE

1. Report below the details called for concerming allowances.

2. Report all acquisitions of allowances at cost.

3. Report allowances in accordance with a weighted average cost
allocation method and other accounting as prescribed by General
Instruction No. 21 in the Uniform System of Accounts.

4. Report the allowances transactions by the period thay ars first

eligible for use; the current year;s allowances in columns (b)-( ¢},
allowances for the three succeeding years in column{d)-(i), starting
with the following year, and allowances for the remaining succeeding
years in columns {j)-(k).

5. Report on line 4 the Environmental Protection Agency {EPA) issued
allowances. Report withheld portions on lines 36-40.

Line Allowance Inventory
No. {a)

Current Year 20

No. (b) Amt. (¢} No. (&) Amt. (e)

1 Balance - Beginning of Year

2-4  [Acquired During Year:
Issued (Less Withheld Allow.)

5 Returned by EPA

6-8 [Purchases/Transfers:

10

11

12

13

14

15 |Total

16-18 |Relinquished During Year: Charges to Acct, 509

19 Cther.

20

21-22 |Cosl of Sales/Transfers:

23

24

25

26

27

28 |Total

29 |Balance - End of Year

30-32 [Sales:

Net Sales Proceeds (Assoc Co.)

33 |Net Sales Proceeds (Other)

34 |{Gains

35 |{Losses

Allowances Withheld

36 |Balance - Beginning of Year

37 jAdd: Withheld by EPA

38 [Deduct: Returned by EPA

39 |Cost of Sales

40 |Balance - End of Year

41-43 |Sales:

Net Sales Proceeds (Assoc. Co.)

44  |Net Sales Proceeds (Other)

45 |Gains

46 |Losses

MPSC FORM P-521 (Rev. 12-00)
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Name of Respondent

Cherryland Electric Cooperative

This Report is:
(1} [ X } An Criginal
(2)[ 1A Resubmission

Date of Report
(Mo, Da, Y1)
04/01/19

Year of Report
12/31/2018

ALLOWANCES (Continued) - NONE

6. Report on line 5 allowances relurned by the EPA. Report on line 39
the EPA's sales of the withheld allowances. Report on lines 43-46 the

net sales or auction of the withheld allowarnces.

7. Report on lines 8-14 the names of vendors/transferors of allowances
acquired and identify associated companles {See "associated co." under

"Definitions® in Uniform System of Accounts),

8. Report on lines 22-27 the names of purchasers/transferors of
allowances disposed of and identify assoclated companies.

9, Report the ne! costs and benefits of hedging transactions cn a separate

line under purchasesftransfers and salesfiransfors.

logses from allowance sales.

10. Report on lines 32-35 & 43-46 the net sales proceeds and gains or

20

Future Years

Totals Line

No. (f} Amt (g}

No. (h)

Amt. (i} No. (i}

Amt. (k) No. {I)

Amt. {m) No.

2-4

6-8

10

11

12

13

14

15

16-18

19

20

21-22

23

24

25

26

27

28

29

30-32

41-43

44

45

46

MPSC FORM P-521 (Rev. 12-00)
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Name of Respondent This Report is: Date of Report Year of Report

. . (1) [ X1 An Original (Mo, Da, Yr)
Cherryland Electric Cooperative @) 1A Resubmission 04/01/19 12/31/2018

LONG-TERM DEBT (Accounts 221, 222, 223 and 224)

1. Report by balance sheet account the particulars {details) concerning long-term debt included in Accounts 221,
Bonds, 222, Reacquired Bonds, 223, Advances from Associated Companies, and 224, Other Long-Term Debt,
2. In column (a), for new issues, give Commission authorization numbers and dates.

3. For bonds assumed by the respondent, include in column (a) the name of the Issuing company as well as a
description of the bonds.

4. For advances from Associated Companies, report separately advances on notes and advances on open accounts.
Designate demand notes as such. Include in column (a) names of asscciated companies from which advances
were received,

5. For receivers' certificates, show in column (a) the name of the court and date of court order under which such
certificates were issued.

6. In column (b} show the principal amount of bonds or other long-term debt originally issued.

7. In column (c ) show the expense, premium or discount with respect to the amount of bonds or other long-term
debt originally issued.

8. For column (¢ ) the total expenses should be listed first for each issuance, then the amount of premium (in
parentheses) or discount. Indicate the premium or discount with a notation, such as {P) or (D). The expenses,
premium or discount should not be netted.

9. Furnish in a footnote particulars (details) regarding the treatment of unamortized debt expense, premium or
discount associated with issues redeemed during the year. Also, give in a footnote the date of the Commission's
authorization of treatment cther than as specified by the Uniform System of Accounts.

Class and Series of Obligation, Coupon Rate Principal Amount Total Expense,
{For new issue, give Commission Authorization numbers and dates) of Debt Issued Premium or Discount
Line

(a) (b) (c)

NONE

-t wh ad b ek ek ek ek b b Z
CO~NDO RGN~ PR®NOO RN = 5

NN NN
s A =]

N
(33}

TOTAL
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Name of Respondent This Report Is: Date of Report Year of Report
. . (1) [ X1 An Original (Mo, Da, Yr)
Cherryland Electric Cooperative (2)[ ] A Resubmission 04/01/19 12/31/2018

LONG-TERM DEBT (Accounts 221, 222, 223 and 224) (Continued)

10. Identify separate undisposed amounts applicable to issues which were redeemed in prior years.

11. Explain any debits and credits other than amortizaiton debited to Account 428, Amortization of Debt-
Discount and Expense, or credited to Account 429, Amortization of Premium on Debt-Credit,

12. In a foolnote, give explanatory particulars (details) for Accounts 223 and 224 of net changes during

the year. With respect to long-term advances, show for each company: (a) principal advanced during year,
(b) interest added to principal amount, and {¢ ) principal repaid during year. Give Commission

authorization numbers and dates.

13. If the respondent has pledged any of its iong-term debt securities give particulars (details) in a footnote
including name of pledgee and purpose of the pledge.

14, If the respondent has any long-term debt securities which have been nominally issued and are nominally
outstanding at end of year, describe such securities in a footnote.

15. If interest expense was incurred during the year on any obligations retired or reacquired before end of
year, include such interest expense in column (i). Explain in a footnote any difference between the total of
column (i) and the total of Account 427, Interest on Long-Term Debt, and Account 430, Interest on Debt

fo Associated Companies.

16. Give particulars (details) concerning any long-term debt authorized by a regulatory commission but not
yet issued.

Outstanding

Issue Maturity Date From Date To amounts held by respondent)

(d) () () (@) (h) (0

Nominal Date AMORTIZATION (Total amount outstanding Interest for Year Line
Date of of PERIOD without reduction for Amount No.

NONE

P o Lo ©DNO O RO -

B M)A RO N wd v i el
bW N = O OO

]
[¢)]
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Name of Respondent This Report Is: Date of Report Year of Heport
. . (1) [ X ] An Original {Mg, Da, Y1)
Cherryland Electric Cooperative (2)[ ] A Resubmission 04/01/19 12/31/2018

PAYABLES TO ASSOCIATED COMPANIES* (Accounts 233, 234)

1. Report particulars of notes and accounts payable to associated companies at end of year.

2. Provide separate totals for Accounts 233, Noles Payable to Associated Companies, and 234, Accounts Payable
to Associated Companies, in addition to total for the combined accounts.

3. List each note separately and state the purpose for which issued. Show alfso in column (a) date of note, maturity
and interest rate.

4. Include in column (f) the amount of any interest expense during the eyar on notes or accounts that were paid
hefore the end of the year.

5. if collaterat has been pledged as security to the payment of any note or account, describe such collateral.

“See definition on page 2268

Totals for Year
Particulars Balance Balance interest for
Line Beginning of Debits Credits End of Year

No. Year Year

(a) (b} (¢} (d) {e) (f)

—_

NONE

© W ~N O A WM

[ o o T 4 T e T e e e e Ut U N s G
W N = O © ©w ~N ;AW N = O

TOTAL
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Cherryland Electric Cooperative

Name of Respondent This Report Is: Date of Report Year of Report
{1) [ X ] An Original (Mo, Da, Y1)
04/01/19

{2) [ 1A Resubmission

12/31/2018

RECONCILIATION OF REPORTED NET INCOME WITH TAXABLE INCOME FOR FEDERAL

INCOME TAXES

1. Report the reconciliation of reported net income for the year with taxable income used in computing Federal
income tax accruals and show computation of such tax accruals. Include in the reconciliation, as far as
practicable, the same detail as furnished on Schedule M-10of the tax return for the year. Submit a reconciliation
even though there is no taxable income for the year. Indicate clearly the nature of each reconciling amount.

2. If the utility is @ member of a group which files a consolidated Federal tax return, reconcile reported net income
with taxable net income as if a separate return were to be filed, indicating, however, intercompany amounts to be
eliminated in such a consolidated return. Statenames of group members, tax assigned to each group member,
and basis of allocation, assignment, or sharing of the consolidated tax among the group members.

Line
No. TOTAL AMOUNT
1 Utility net operating income (page 114 line 20)
2 |Allocations: Allowance for funds used during construction
3 Interest expense
4 Other {specify)
5 |Net income for the year (page 117 line 68)
6 Allocation of Net income for the year
7 JAdd: Federal income tax expenses
8
9 |Total pre-iax income 0
10
11 |Add: Taxable income not reported on books:
12
13
14
15 |Add: Deductions recorded on beoks not deducted from return
16
17
18
19 (Subtract: Income racorded on books not included in return:
20
21
22
23 |Subtract: Deductions on return not charged against book income:
24
25
26 |Federal taxable income for the year 0

MPSC FORM P-521 (Rev. 12-00) Page 261A(M)



Name of Respondent This Report Is: Date of Report Year of Report
(1} [ X ] An Original {Mo, Da, Yr)
(2) [ ] A resubmission 04/0119 12/31/2018

RECONCILIATION OF REPORTED NET INCOME WITH TAXABLE INCOME FOR FEDERAL
INCOME TAXES (Continued)

Chertyland Electric Cooperative

3. Allocate taxable income batween utility and other income as required to allocate tax expense between 409.1
and 409.2

4. A substitute page, designed to meet a particular need of a company, may be used as long as data is consistent
and mests the requirements of the above instructions.

Utility

NONE
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Name of Respondent

Cherryland Electric Cooperative

This Repott Is:
{1) [ X} An Original
{2)[ 1A Resubmission

Date of Report
(Mo, Da, Yr)
04/01/19

Year of Report
12/31/2018

GAIN OR LOSS ON DISPOSITION OF PROPERTY (Account 421.1 and 421. 2)

102, Utility Plant Purchased or Sold.)

1. Give a brief description of property creating the gain or loss. Include name of party acquiring the property
(when acquired by another utility or associated company) and the date transaction was completed. Identify
properiy by type: Leased, Held for Future Use, or Nonutility.
2. Individual gains or losses relating to property with an original cost of less than $100,000 may be grouped with
the number of such transactions disclosed in column {a).
3. Give the date of Commission approval of journal entries in column (b}, when approval is required. Where
approval is required but has not been received, give explanation following the item in column (a). {See account

Criginal Cost
of Related
Line Description of Property Property
No.
(a) {b)
1 Gain on disposition of property:
2
3 |NONE
4
b
6
7
8
9
10
11
12
13
14
15
16
17 |Total Gain
MPSC FORM P-521 (Rev. 12-00) Page 2B0A

Date Journal
Entry
Approved
(When
Required)

(c)

Account
421.1

(d)

Account
421.2

(e)




Name of Respondent

Cherryland Electric Cooperative

This Report Is:
(1) [ X ] An Criginal
{2)[ ] A Resubmission

Date of Report
{Mo, Da, Yr)
04/01/19

Year of Report
12/31/2018

GAIN OR LOSS ON DISPOSITION OF PROPERTY (Account 421.1 and 421.2) (Continued)

Line
No.

Description of Property

(a)

Original Cost
of Related
Property

b

19
20 |NONE
21
22
23
24
25
26
27
28
29
30
31
32
33

18 |Loss on disposition of property:

34 |Total Loss

MPSC FORM P-521 (Rev. 12-00)
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Name of Respondent This Report Is;

Cherryland Electric Cooperative (1) [ X] An Criginal

{2} [ ] A Resubmission

Date of Report Year of Report
{Mo, Da, Yr)
04/01/19 12/31/2018

CHARGES FOR OUTSIDE PROFESSIONAL AND OTHER CONSULTATIVE SERVICES

1. Report the information specified below for all charges
made during the year included in any account (inciuding
plant accounts) for outside consultative and other
professional services. (These services include rate,
management, construction, engineering research,
financial, valuation, legal, accounting, purchasing,
advertising, labor relations, and public relations, rendered
the respondent under written or oral arrangement, for
which aggregate payments were made during the year to
any corporation, partnership, organization of any kind, or
individual (other than for services as an employse or for
payments made for medical and related services)
amounting to more than $25,000, including payments for
legislative services, exceplt those which should be reported
in Account

426.4, Expenditures for Certain civic, Political and
Related Activities )

(a) Name and address of person or organization
rendering services,

{b} description of services received during year and
project or case to which services relate,

(c) hasis of charges,

(d} total charges for the year, detailing utility
department and account charged.
2. For any services which are of a continuing nature, give
the date and term of contract and date of Commission
authorization, if contract received Commission approval.
3. Designate with an asterisk associated companies.

Line Name / Address Service

No.

Basis of Charges Acct # Amount

NONE

© N OGN -

[ T S IS I RO T O O A o O o T s T o T o T o B e B T
N H WMo = O OO0 N O R WN = O W~ ;m s 0N = O
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Name of Respondent

Cherryland Electric Cooperative

This Report Is:
{1} [ X] An Original

Date of Report
{Mo, Da, Yr}

{2) [ ] A Resubmission 04/01/19

Year of Report
12/31/2018

SUMMARY OF COSTS BILLED TO ASSOCIATED COMPANIES

1. In column (a) report the name of the associated
company.
2. In column (b) describe the affiliation {percentage

ownership, etc. ).
3. in column ( ¢) describe the nature of the goods and

services provided {administrative and general expenses,

dividends declared, etc.).
4. In columns (d) and (e) report the amount classified to
operating income and the account(s) in which reported.

Line
No.

Company

(a)

Affiliation

(b)

Description:
Nature of Goods
and Services

(c)

Account Amount
Number Classified to
Operating Income

(d) {e)

w W N & kW N

B R N D DR N N RN O~ 3 ek ek omk ek ek ek sk owd
o ~N® ;s W N 2O O @~ g s W N D

29
30

NONE

MPSC FORM P-521 (Rev. 12-00)

TOTAL

Page 358




Name of Respondent

Cherryland Electric Cocperative

This Report Is: Date of Report
(1} [ X] An Original (Mo, Da, Yn)
(2)[ ] A Resubmission 04/0119

Year of Report
12/31/2018

SUMMARY OF COSTS BILLED TO ASSOCIATED COMPANIES {Continued)

reported.

5. In columns (f) and {g) report the amount classifiedto  reported.

non-operating income and the accouni(s) in which 7. In celumn (j) report the total.
8. In column (k) indicate the pricing method (cost, per
6. In columns (hy and (i) report the amount classified to  contract terms, etc.)
the balance sheet and the account(s) in which

Account Amount Classified to
Number Non-Cperating
Income

{f) {g)

Account Amount Total
Number Classified to
Balance Sheet

(h) U] )

Pricing
Method

(k)

Line

NONE

:Smmﬂmmamm-ng

NN N NN NN NN NN e e
W O ~N O O & W =2 O W oMo~ O A W N

[4%]
(=3
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Name of Respondent

Cherryland Electric Cooperative

This Report Is;
(1} [ X1 An Original
(2)[ ] A Resubmission

Date of Report
{Mg, Da, Yr)
04/0119

Year of Report
12/31/2018

SUMMARY OF COSTS BILLED FROM ASSOCIATED COMPANIES

company.

ownership, etc. ).
3. In column ( ¢) describe th

1. tn column (a) report the name of the associated

2. In column (b) describe the affiliation (percentage

e nature of the goods and

services provided (administrative and general expenses,

dividends declared, etc.).
4. In columns {d) and () report the amount classified to
operating income and the account(s) in which reported.

Company
Line
No.
(a)

Affiliation

(b)

Description:
Nature of Goods
and Services

(g

Account
Number

(d)

Amount
Classified to
Operating Income

{e}

ey

NONE

© 0o ~N o O ks WM

[ JN L T & RS & T o B o T e B 1 T e e e S et A O |
O ~N G G A W N =2 O O O~ WU A W N O

29
30
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Name of Respandent This Report Is: Date of Report  |Year of Report
Cherryland Electric Cooperative g %x] ]AAggﬂgmsion (MOIOZ?(,HYI?Q 12/31/2018
SUMMARY OF COSTS BILLED TO ASSOCIATED COMPANIES (Continued)
5. In columns {f} and (g} report the amount classified to raportad.
non-operating income and the account(s) in which 7. In column (j) report the total.
reported. 8. In column (k) indicate the pricing method (cost, per
6. In columns (h) and (i) report the amount classified to contract terms, etc.)
the balance sheet and the account(s) in which
Account [ Amount Classified to Account Amount Total Pricing
Number Non-Operating Number Classified to Method
Income Balance Sheet Line
(f} (@ (h) (i) )i (k) No.
1
NONE 2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
I I I

MPSC FORM P-521
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NATIONAL RURAL UTILITIES RORROWER NAME Cheiryland Electric Cooperlive
COOPERATIVE FINANCE CORPORATION GORROWER DESIGNATION Mm-t-lh
FINANCIAL AND STATISTICAL REPORT IENDING DATE 12/31/2018

Submil one electronic copy and oae signed hard copy 1o CFC Round all numbers to the acares] doller

wronihi CERTIFICATION wvvaeaio i) - BAL ANCE CHECK RESULTS

We hereby cenlify that the entries in this report are in acconbance

witl: he accounts andd other records of the systert and reflect the AUTHORIZATION

status of the system 10 the best of our knowledge and belicel.

NRECA uses rural electriv system data for Feglslative, regulatory and other
:; : Z Jpurposes. May we provide this report fram yeur system ta NRECA?

M‘éﬁ' ’/’ll ',? Neads Attentlon

Sipaotur: & Ofice Maasger ar Accountant Bate

I .
4-22-R| |ew| o
Sigaatu Manager Dte
PART A, STATEMENT OF OPERATIONS R
YEAR-TO-DATE
ITEM LAST YEAR THIS YEAR BUDGET THIS MONTH
{a} 1] (c) {d)

1. _Operating Revenue and Patronage Capitat 50,506,631 51,391,534 50,042,845 A.685,324
2, Power Produciion Expense 0 0O D 0
3. Cosl of Purchased Powcr 33,492,710 13,210,384 32,187.740 243,182
4. Tronsmissiva Expense 0 0 0 0
5. Repiona) Market Operations Expense L] ) 0 1]
6. Distrihution Expense - Operation 1.310.199 1.404.548 1,414,300 100,993
7. Disttihuiion Espense - Mai c 3 870,545 3,259.931 3,322,357 210,005
8. Consumer Accounts Expense 1.039.982 1,678,051 1,148,950 25985
. Customwer Service and Informational Espense 1.193.278 134,065 1,382,648 93,986
10, Solss Bapense 275,983 273,343 315,870 25,060
{ L. Adminissrative o Geneml Expense 2,484,908 262,190 2877751 161,592
12. Total Operntion & Mointenance Expense €2 thrw 11) 42,667.105 43,191,612 42,641,656 2.978,504
13 Depreciation & Amontizaticn Expense 3,433,798 3.624.445 3,649,200 307,720
14 Tax Expense - Prupedy & Gross Receipts £.005,703 1,144,014 }, (85,600 51,214
15 Tox Expense - Other 3] 1} 0 0
16, Interest on Long-Term Debr 2,306,586 2,510,665 2,393,866 220,803
17, Interest Charped to Construction (Credit) 0 0 0 0

18, Interest Expense - Other 193,305 134,147 201,833 8642

19, Oilier Deductions (19,886) T4, TR (20,000} (5.450)]
20, Totul Cost of Electric Service (12 thru 19} 49,606,611 50,656,097 50.052.15;‘{ 1,567,823
2L Poironoge Copltal & Operoting Marging (1 minus 20) 1,000,020 735442 [9.260)' LAI7.505
22, Non Opemting Margins - Interest 43711 31,956 31800 2823
[23. Altowance for Funds Used Dusing Construction 1] 1] ( 0
24, Income (Loss) from Equity lovestments Q [1] 0 0
25. Non Operating Margins - Other 2324645 157,181 150.000 144,745
26, Generation & Fransmission Capital Credits 2176816 2,421,462 3.00.000 (324.537)
2. Ouher Copilal Credits & Paronage Dividends 337,283 345,485 345,000 79,235
8. Enraontinary ftems 1] [} ] 1]
28, Patronape Caplial or Margins (21 thru 28) 3790475 3. 741,526 3517540 1015771
|PART B. 'DATA ON TRANSMISSION AND DISTRIBUTION PLANT- 2 S ; i

YEAR-TO-DATE YEAR-TO-DATE
ITEM LAST YEAR THIS YEAR ITEM LAST YEAR THIS YEAR
{2 th) (2} {b)

1. _New Sesvices Connected 704 438 15. Miles Transmission [1] Q0
2. Services Retired 154 41 6. Miles Distribution Qverbead 1,756 1.748
3. Towl Services In Place 16,628 37,025 17, Mtites Disisbution Underpround 1,354 1.38%
3. 1dle Services (Exclide Seasonal) 1323 1219 iH. Tatal Miles Energlzed (54647} 3,110 3137

CFC Form 7 (3/2018) - Version 3.05.2




NATIONAL RURAL UTILITIES BORROWER NAME Clierryland Elee
COOPERATIVE FINANCE CORPORATION BORROWER DESIGNATION MI0
FINANCIAL AND STATISTICAL REPORT ENDING DATE 12/31.2018
PART.C, BALANCE SHEET 7 b i i i S B e i SR B TR
ASSETS AND OTHER DERITS LIABILITIES AND OTHER CREDITS
1. ‘Tolal Wtilicy Plant i Service F11.6§9.434 |29. Memberships 0
2, Construction Werk in Propress 1,785,211 [30. Patronage Copitol 47.215.556
3, Tota) Utility Plant (142} 113,404,644 31, Operating Macgins - Prior Years 0
4. Accum. Provision for Depreciation and Amornt 37,945,353 132. Opermting Maorgins « Cureent Year 3,552,389
5, Net Uity Plant (34} 7545929 133, Now-Operating Margins 189,137
6. Nonutility Propeny - Nt B 134, Other Margins & Equilies (1,R56,882)
7. Investment in Subsidiary Companics 0 135, Total Margins & Equlties (29 thru 34) 49,130,201
I8 lovest.in Assoc. Org. « Patronage Caphial 33,069,749 |36. Long-Tenn Pebl CRC (Nety 44,781,782
9, Javest in Assoc. Orp. - Qiher « Genern Funds 0 |37, thg-Tcnn Bebl - Other (MNet) F1L 434,749
14, Invesl in Assoac, Org. - Other - Noageneral Fands £98,998 134, Total Long-Term Deht (36 + 37) 56,222,530
I 1. Investments in Economic Development Projects 1.049.994 |39, Obligations Under Capital Leases « Non current 1]
12, Other Investmenls 15.830 |40. Accurnulaied Operating Provisions - Assct Retirement Obligations i 244,165]
13. Special Punds 0 |41, Total Other Noncurvent Linhilities (39+40) (245.!683&
14, Total Qther Property & Investmends (6 thru 13) 35,034,570 |42. Noics Paysble 3,607,332
15, Cash-Generai Funds 179,255 |43. Accounis Payahlc 4.381.078
16, Cash-Construction Funds-Trusice 0 M4, Consumers Depusits 226,016
17, Special Deposits 0 145. Cuprent Maturitics Long-Term Dein 2,928.42)
18, Temporary Investments 0 146, Current Maturitics Lone-Term De-Economic Dev. 0
19, Notes Receivable - Net D 147, Cusreny Maturitics Capital Eeases 0
20, Accounts Receivahle - Net Sales of Encrpy 5,203,732 {48, Other Current & Accrucd Linbilities 1,081,942
21, Accounts Reccivable - Nel Other 411,320 §49, Total Current & Accrued Linbilities (42 thru 48) 12,224,808
22, Rerewahie Encrpy Credits D 150, Deferred Credils 601,770
23. Maierials & Supplics - Eleciric and Qiher 638052 |51, Total Linkitliles & Olher Credits (35+38+414+49450) 17,934,141
24, Prcpayments 221,313
25. Othee Cerrem & Accried Assets 0 [ESTIMATED CONTRIBUTIONAN-AID-OF-CONSTRUCTION “77 i
26. Totnt Current & Accrued Assets (15 thiu 25) 6,653,671 lBalancc: Beginning of Year 8.797.672
27, Deferred Debits 786,608 JAmounts Reccived This Year (Net) 95,575
28, Totnt Asscts & Other Debits {5+14+26427) 117,934,141 JTOTAL Conlributinns-ln-Ail-OF-Constraction

|PART D. THE SPAGE BELOW IS PROVIDED FOR IMPORTANT NOTES REGARDING THE FINANCIAL STATEMENT CONTAINED IN'THIS REPORT., =0 =507

849,247

|_Linc 40, Aceumulated Operating Provisions - Asset Retirement Obligations held  negutive balance at year end due to o $103,122 Increase in our Post-Retirement
Bencfils Other than Pension Asscts, over the plans Liabilities. Thete was also o negative balance in our Accrued Energry & Demand True Ups sccount

of $142,046. Cur power supplicr is expecting the 2018 Energy and Demand trug up sdjustments to be a negative $205,844,

cle_form?7
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NATIONAL RURAL UTILITIES BORROVWER NAME Cherryland Elec
COOPERATIVE FINANCE CORPORATION JIBORROWER DESIGNATION MIO44

FINANCIAL AND STATISTICAL REPORT IENDING DATE 12/31/2018
IPART L. - KWH PURCHASED AND TOTAL COST (Contlnued) =00 0w T T T I

COMMENTS

O Joe (g Joh fun [ J3e jr e
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NATIGNAL RURAL UTILITIES BORROWER NAME Chermryland Elee
COOPERATIVE FINANCE CORPORATION BORROWER DESIGNATION MI044

FINANCIAL AND STATISTICAL REPORT [‘.NDING DATE 121311218
PART M. LONG-TERM LEASES {Itadditional space Is needed, use separnte sheet) * Rt SRR ] T S R R R TR
LIST BELOWALL "RESTRICTED PROPERTY" ** HELD UNDER "LONG TERA" LL‘ASE {if none, Siite "WONE")

NAME OF LESSOR TYPE OF PROPERTY RENTAL THIS YEAR
1, |None 50
2 $0
3 TOTAL $0)

** “RESTRICTED PROPERTY" means all propertics other han automubiles, trucks, traclors, other vehicles (including without
lisitatton dirersfi nd ships), office and warchouse space and office equipnient {ncluding without limitation compuiers). "LONG TEitM”

means leases having uncxpired terms in excess of 3 years and ctwcmlg pmpcrty havmg an imml cost in excess of $250, (K)O)
PART 0. LONG-TERM DEBT SERVICE REQUIKEMENTS :

BILLED THIS YEAR
NAME OF LENDER HALANCE END OF INTEREST PRINCIPAL, TOTAL CFCUSE ONLY
VEAR @ () ) ()
1 |National Rueal Unitities Coopertive Finance Corpormtion 36,089,472 1,543,668 1,662,142 3,205,854
2 INCSC 1] [ O 0
3 JFurmer Moe §.658,310 304,78 271,233 666,013
4 [CoBauk 11,434,749 520,464 765017 1,285,481
5 { £ 0 ]
6 0 0 0 {
7 0 0 0 1]
B 0 1] 0 1]
9 o 0 ) 4]
3 {Princigral Payments Reccived from Wllimate Recipienis of IRP Luans 1]
!l |Principal Payments Heeceived from Uhintate Revipicnts of REDE Lopns 38,370
I2 |TOTAL (Sumof 1 thru 9) $56,222,530 $2,458,912 $2,694,432 $5,157,345

clc_lorm? Page 6 of 22



NATIONAL RURAL UTILITIES BORROWER NAME Cherryland Elec
COOPERATIVE FINANCE CORPORATION BORROWER DESIGNATION M4
FINANCIAL AND STATISTICAL REPORT ENDING DATE 1231120t 8
PART R, 'POWER REQUIREMENTS DATABASE =003 DIty s b s e s D DA AR e
DECEMBER TOTAL KWH SALES
CONSUMER, SALES, AND |JANUARY CONSUMERS CONSUMERS AVERAGE CONSUMERS AND REVENUE
CLASSIFICATION REVENUE DATA {n) {b} (c) {d)

L. Residential Soles n, No. Consumers Served 32,536 32,939 32,738
{cxcluding seasonal} b, KWH Sold 281,509,047
c. Revenue 39.974.635

2. Residential Sales « u, No. Ceonsumers Served 0 l 1] | 0
Scasonal h. KWH Sold 0
c. Revenue 0

3. Irigmiion Sales 2. No. Consumers Served 126 | 126 | 126
h. KWH Sokl 2,034.461
¢. Revenue 259,142

1. Commn, and Ind, a. No. Consuners Sorved 2.550 | 2,625 | 2.588
1000 KV A or Less b. KWH Sold 86,603,893
¢, Revenue 2.514,745

5. Comm, ond Ind. 1a. No. Consumers Served 4 | 4 I 4
Over LODDKVA b, KWH Sold 30,583,200
c. Revenue 2,489,109

5. Public Sirect & Highway u, No, Consumers Served 19 19 | 19
Liphting I, KWH Sold 514,322
. Revc@gu 100,030

7. (nher Sales w Public {o. No. Consumers Scrved 153 | 153| 153
Autfiority b, KWH Sold 6,196,050
. Revenue 661,610

8. Sales for Resules-RUS a, No. Consumers Scrved ) | 0 i D
Borrowers b, KWH Sald 1]
¢. Reventie 1]

9. Sales for Resales-Other a. Nu, Consumers Served [¢] I it} I 0
b. KWH Sold 0
c. Revenue 0

10, TOTAL No, of Consumers (Hies 1a thry %) 35,388 | 355866 | 35,628
11, TOTAL KWH Sold (Jines 1b thru 9b) 407,444,973
12, TOTAL Revenue Recelved From Sales of Eleciric Enerpy (Hne 1e thru %¢) 52,999,271
13. Transmission Revente 1]

14. Other Electric Revenug (£,607,733)]

15, KWH - Qwn Use 06,417
16. TOTAL KWH Purchascd 423,647,807
17. TOTAL KWH Generated [i]
L. Cost of Purchases and Generation ' 33,210,344
19. Interchange - KWH - Net 1]
2. Peok - Sum Al KW Input (Metered) 859,659

|| O Non-coincident |[ @ colnaident |
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NATIONAL RURAL UTILITIES

IBORROWER NAME

Cherryland Eleg
COOFERATIVE FINANCE CORPORATION BORROWER DESIGNATION MID44
FINANCIAL AND STATISTICAL REPORT ENDING DATE 1243172018
PART 8. ENERCY EFFICIENCY PROGRAMS <7107 T R R
Added This Year Total Ta Date
Line # Classificallon Number of Amount ESTIMATED Number of Awmount ESTIMATED
Consumers Invested MMBTU Savings Consumers Envested MMBTU Savings
{n) {h) (c} {d) (c) (2]

1. Residential Sales (excluding scasonal) 740 38,787 4,973 18221 8258E1 17,353
2. Residential Sales - Seascnal 0 D [i] 0 ] 1]
3. lrigation Sales 0 [i] 0 i 356 14
4, Comm, and Ind. 1000 KVA or Less 26 36,048 5310 313 732,009 38,873
5. Comm. 2md Ind. Over 1000 KVA 9 35.621 2.39( 48 1,374 16,543
[ Public Streed nnd Highway Lighiing 1] 0 i) 3 7,19 282
7. OQiher Sules to Public Authorities i3 0 ] 4] [1] 4
B, Sales for Resales - RUS Borrowers 1] 1] i) ] 1] [
Q. Safes for Resales - Qther I 1] ] 0 Q0 0
10, TOTAL 775 130,456 2674 18,596 1,946,796 103,565

cfc_form?
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!BDRROWER NAME

0. COMMITMENTS TO INVEST. WITHIN 12 MONTHIS BUT NOT ACTUALLY PURCHASED

NATIONAL RURAL UTILITIES Chermyland Elec
COOPERATIVE FINANCE CORPORATION BORROWER DESIGNATION MI044
FINANCIAL AND STATISTICAL REPORT ENDING DATE 1243112018
{Adlinvestments refer to yousr mast recem CFC Loan Agreement)
T TART Y TVESTAIENTS B I ———. s T T BRI o
DESCRIPTION INCLUDED ($) EXCLUDED {$) INCOME DR LOSS
{a) (h) (e} (d)
1. INVESTMENTS IN ASSOCIATED ORGANIZATIONS R DR AP S ;
5 _|Wolverine Power Supply Cooperative 28,610,344 2421463
6 INRUCFC 1,818,710 138922
7 |RESCO 392,187 64385
8 |See Notes for Additional Information 324,959 192,177
Sutitotal (Line 5 thru §) 0 31,151,800 2816947
3, INVESTMENTS IN ECONOMIC DEVELOFMENT PROJECTS ) S ST
9 |Rare Bird Brewery & Taproom 2,000
10 |Als Brands 53,750
11 |G.T. Mewro Emergency 19¢,667
12 |Sce Nates for Additional Information 802,577
Subitotal (Line ¥ thru 12) ] 1,049,934 i)
o OTIER INVESTMBR o i =
13 |iron Fish Distillery LLC 15,830
14
15
16
Sulttotal {Line 13 thru 16) 0 154838
{5.:SPECIAL FUNDS = S S T
17
18
1%
20
Sublotel {Line 17 thru 20 0 1] 0
21 {PNC Bank - Restricted 173.900
22 {PNC Bank - Non-Restricted 3400
23 {Petiy Cush 2,255
24
Sublotal (Line 21 theu 24) 22558 177,000 0
25
26
27
28
Subitotn] (Line 25 thru 24) 0 1] [
8, ‘TEMPORARY INVESTMENTS &= & o0 o T B
29
30
31
n
Subtotal {Line 29 thos 32) [ 0 []
9, " ACCOUNT & NOTHSE RECEIVABLE - NET. 7 i e G e
31 jAccounts Receivable - Gther 6821
34 LAccounts Receivable - Construction 43,360
35 1Accounts Receivable - State of Michigan 303,139
16
Subitotal (Line 33 thru 36) 411,320 1] [H

¥
38
39
a0
Suhtotal {Linc 37 thru 40} a [1] a
Total 313575 22,384,624 28169471
CIC_ukinny
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'BORROWER NAME

NATIONAL RURAL UTILITIES Cherryland Elec
COOPERATIVE FINANCE CORPORATION BORROWER DESIGNATION MH4
FINANCIAL AND STATISTICAL REFORT ENDING DATE £2/3112018
{Al} tvestments refer 1o your most recent CFC Loan Agreement)
7a- PARTII. LOAN GUARANTEES ° T T A ;
Maturity Dale of Available Loans
Guarantee Perfurmance Guarantee (Covered by
Linc Ovganizalion & Guarsnize Benchiciary Ohligation Original Amoannt {S) | Exposur: or Loan Balance (%) Guaranices)
No, {4} by (o) () (¢)
| [i] 0 0
3 0 0 [+
3 0 [} 0
4 0 4] 0
5 0 0 0O
TOTALS (Line § thru 5} 0 0 ]
7 - PART 111, LOANS o
Linc Name of Organization Moturity Bate Originzl Amount [$) Loan Balance {($) Available Loans
No. {a} [10] («) (d) &)
1 |fron Fish Distillery, LLC 1140172027 15,950 15,830 0
2 0 [ 0
3 0 0 0
4 0 1] 0
5 4] [\ 0
TOTALS (Line 1 thru 5} 15,950 15,830 3]
Ta - PARTL IV, “TOTAL INVESTMENTS AND LOANS GUARANTEES 0 (i it e s i S i i e i ERr
1__ITOTAL (Part 1, Tota! - Column b 4 Pan 11, Totals - Column d + Column ¢ + Part 11, Totnls - Column d 4+ Column ¢} 419,405
2 JLARGER Of (a) OR ib) 24,565,100
3, 15 percent of Tatat Utitity Plant {CFC Fonn 7, Pan C, Line 3) 17,010,497
b, 56 percent of Totad Equity (CFC Form 7, Pant C, Line 35) 24,565,104
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NATIONAL RURAL UTELITIES
COOPERATIVE FINANCE CORIMORATION

RORROWER NAME
BORROWER BESIGNATION

FINANCIAL AND STATISTICAL REPORT ENUING DATE J2150008
L I T s 'ORM T DATAERRORAND WARRING CAFCRS o
[PART A, STATENMENT OF OPERATIONS
Batace Check » Revenoe
1. Operailng Hevenwe and IMatronege Coplial | € ammenis
Pt A bz Bk Page ) S[istewf

@ Needs Attentlon 112 FOTAL Revenue Hecelsed Fram Sales of Eleciric Encepy : Y
Bt B, Lt 2k, Pogs 3 |

13, Transmbslan Hevenue T e

Fet Bobng L) Eaps 3

5 1 4. Other Eleciric Revenge ARSI

Pai i Lang L D 3 BICIEEN

Totat Lines 12id1, 13id) & 14141 51391519

Differame
e Hatapee Check « Cout of Purchaser ond Generallon
2. Power Peeduction Expeine ] Loiitonteby

Bas A Lie 2, P | ' gl
. Cosl of Purchased Power S R R e

Bars A, Line Mo Bge | o HEn|
. Tranamisslon Expense R
P A, Laie 20 Page 1
@ Reeds Atienttin (5. Replonal Market Opertlons Expense
Curt A Loz St Bage d

Toaa] L.ines 2bt thru 51k 33210384
P 18, Con of Purchoyes and Genzratlun L R
é&) AR Pant B Loz 15 Sage 3
Plifferency
Bolance Check « Cost of Purchased Puwer .
3. Cwt of Purchaseil Power Compinis
P A bdng b, Pags 1 110
@ Needds Attentlon [FOTALS (Costy SR
fi L Lime 210, Bage ¥ AR nlm
Nifference !}] Ly

FORM 7 LINE ITEMS THAT SHOULD NOT EQUAL ZERD

LINE ITEM

1. Cpcruing Revenue and Patronage Copitad Line | is greater iban ZERQ,

1 Cosd of Purchased Power Line 3is greaterthan ZERO.

&, _Distdbution Expeise - (yx mtion ' Ling 6 is preater than ZERD

1. Disribylion Eapensa - bai Lige 7 is greater than ZERO

8. _Cunsumer Agcounis Evpense Line 8 is greater than ZERO

7. Custamer Service and Informationa) Expense Line 9 s grrater than ZERO

1, Administrat ve and General Expense Line 14 s greoter than ZERO.

12, Total Dperdion & Muntenance Exgense (2 thie |1} Ling 12 i grexter than ZERO.

3. Depreciation & Amonization Expense Ling 33 is geeater than ZERO

16 Interest en Lnng-Tehn Deht Ling 16 is preater than ZERO

20 Tedad Cosl of Bleciric Senice (12 thiu 191 Line 20 is preatec than ZERO.

29 Tatronage Cashal or Musplns (2] th 28) ) Linc 2% is a NON-ZERD vatue

A " BALANC
Bal, Chick - Batance Shert
FX B 28, Total Assets & Other Dcblis 15414626427) - Copmments
Patndl, dame 24, Pagm 3 (LRLASIE]] — [
@ Needs Atdention [51. Total Lishiliiies & Diber Credits (3543843 1+49450) : PR : L L R S -
Ean € bore 1 fugr TEEYTT y
Dilerence

cfe_form? Page 18 of 22




T CFEC FORM 7 DATA ERROR AND WARNING CHECKS

Rafence Check - Curres) Maturitfes I.ugaT!nn Bebt

3R Totatboang Teom Dobi 1K B S

38 Currgnt Maunties Long Term Debt MNIREL § I
46 Cumenl Mauntiss Long Temm Pebd Bconomic Des ] It
7. Invesimend In Subsldlury Contpantes . ) Commrend

Par € 1 ime Va3
#, Invest, In Assoc. Dig. - Ffatronage Capltal
ot U g BBz 3
9. Invaat, In Assoe. O« Other « General Fumds
B Cohine 4, Bape 3
£{10, Nnvest In Awsoc, Org. - Other - Nongentml Funds : S :
Pun g Ling 10§ 2 Riksn a3
Tita Linea 2. 8,9 & 10 33948745,641"
Tu - I'urd 4« Invesiments In AssocToted Orguntzatfons
Columa ib) - Included ($)
Eart 1 Sukisal 15}
Calumn (c) - Bxcluded (%)
LT Fart I Sulvosad i1 )
Culura {d) - Income of Loss

Pl Sulbotiazds . 28 (694608
Tatal 13968746.64
Difference
1, Tovestments in Econamic Pevelopment Projects ) C‘nlul(lrﬂ.ll
Pap bize 1 P I 1A 1) IS

Ta - Part I- Invesiments {o Eeonomic Development Projects
Column (k) - Included (%)
bt Sttt 1)
Colummn {c} - Bachuled (31
Pzl d, Setvaiat i}
S Coluinn {d) - Incume or Losy
Purl 1. 55k

Toinl
JH R rrine

£, thite Invesiments Camiments
Bard C. Lt 03 Fags 2

T - Par b - Otber Inveatorents
Cotumn (b) - ineluded (3)
Bunt 1, Suldnto thy
Colinin {23 - Excluded ($)
Pisrt £, Subnotal {61
Laluma () « Incame or Low

T Pl et

Total
MiTesence

13, Spectal Fuads ' Comments
T L. bong B3, Fapr ]

74 - Purt | - Specia) Fonds
Columa (b} - InsTuded £5)
Lurn b Folutad
Column {e) - Excluded ()
s | Setetonzt fxy
Column {d) - [ncome or Low
KLRT Part | Subisogh ]

Taint
MHiference

cfc_form?7 Page 19 ol 22




T CRC FORM 7 DATA ERROR AND WARNING CHECRE T o e

15, Easthi-Gichent Funds
Pand i 23 Pagn 2

Eurnments

[REALIN

7% « Fatt | - Cash» Genersl
Culyma (b} - Incuded (5)

Pan |, bty
Calumn (o) « Excluded {3}

fagd ], Rabtabics
Column () - neeine or Loss
RR Y b Subsonal iy

1]

Total

119354

Difference

1. Speclol Deposlis
Rus Coldng 2, Pags 2

Lommenis

Ta - Part | - Speclal Depasiis

Calumn {k) - included (%)

P Sulsata) by

Column {c) - Excluded (5)
Barc 1, Subsosfid s

Calumn {4} - Iscorme or Laws

Tird P b Suldesd il

Tatal

Difference

. Temporary Investmends
far € ki 8 Baged

Commaly

To « Paet |- Temporary Invesiments
[Cofuntn (b - Included (3)
Part ) Subtatat i)
[Caluina {c) - Excluded {$)
Parit Swbtnralic)
Colurna (1) - Income of Lovs
Tl L ubintal pd:

Totol

DU,

19, Nofes Recelvable - Nel
Pat O Line Y, Pugr X

11. Accounts Recelivalile - Net Oiber
Pais € done 2 dhape 2

Tolal Lines 19 & 21

Column {b) - Encluded {5}

Pan L abioas ik

Calumn (e} - Excluded 1$)

MR Lant b Badmonsiic)

Colemn {U) - licome or Lass
Cart £ S odpunad

EIRITR S

AL13159.52

Ta « Fatt ] - Account & Noles Recefvable « Nt

Tatal
Dilference

a1320]

Talal Retlreenents (1424
Part} Line 3b, Pagr )

Balance Check - Totol Retlrements

Tolal Cash Revelved {445)
Pant b Line 6. flage 3

Ralance Check - Total Cash Retirements -

T

Number of Full Tine Ensployres
Part [ Linc §.Page 3

Bal Check - Emplay e tour

cfe_form7

Page 200l 22




PART E, CHANGES IN UVILITY PLANT

-.CFC FORM 7 DATA ERROR AND WARNING CHECKS =%

+ Tata] Urilhty Plant in Service
funf b | Pags 2

@ Needs Adtention ISEUTOTALS (1 Ou 115
B Ly [ s Fape )

Balance Check « Changes In UIliHgy [Mant

Ceminenis
116591355 3
BT

ODifference

2 Comstriction Work In Progress
Pup Cohang 2, Page 2

Cemsirucilon Wark n Progress
gt Ling Lis), faze 3

C ittt nty

L EES 0 R

MArrenes

+ Total UllEly Mant #1342}
Can £ Eine ), Fage 2

@ Keeds Attentien [TOTAL UFILITY PLANT {12413
L Bz e, fage )

Cunimenis

DPiTerxpce

Datance Check = Totu) KWH Purchased

TOTALS {KWH Purchased)
For L. Ling 1) Bags X

@ teeeds Attention |16, TOTAL KWIE Purchased
Part B Ltse Ddl), Page

Canmenis

A4 417

s 1]

DBference

PART 0.  LONG-TERM DEBTSERVIGE REQUIREMERTS 0T

Pt Cbote M. Page 2
Tolal Ralunce End of Vear
@ Needs Attentbon | P QuBdoc 2. Paga £

38, Totad Longt-Term bebi 136 + 3

lialance Cheek - Lowg:Term Debl Service Reguirements

Compienis

36,223.370

86,222.330]

Liffercmy o

8, Teta Alllex Energized (54647

Bolunce Check - Uata un Transmbsd and yeribuiion PMant

{ Put B, Live S'.‘;Px".*: i

| NN Er_jk :

cfc_lorm?

Page 21 of 22




NATIONAL RURAL UTILITIES BORROWER NAME Cherryland Elec
COOPERATIVE FINANCE CORPORATION BORROWER DESIGNATION Mi044
FINANCIAL AND STATISTICAL REPORT ENDING DATE 12/31/2018
T T e T T ——

Page 7a - Part 1, 2. Investments in Associated Organizations

Included Excluded Income or Loss
Federated Insurance 148,565 34,40
NISC 194,285 23,711
NRTC 4,422 0
CoBank -22,313 134,065
Total 324,959 192,177

Page 7a - Part 1, 3. Investments in Economlc Pevelopment Projects

Included Excluded Income or Loss
Solon-Centerville Township 37,539
BAC Design Group, Inc. 40,000
Great Lakes Potato Chip 16,557
GT Metro Emergency £0,000
Roaming Harvest, LLC 1,250
Involved Cilizens Enterprises, Inc. 92,500
Up North Automotive 10,000
HM East, LLC 9,167
Endurance Evolution 3,667
Alfie Embroidery 46,000
Black Star Farms 8,039
GT Bay YMCA (Loan 1) 25,000
Kingsley Lumber 22,500
H M Commissary, LLC 27,0600
Great Lakes Stainless 62,000
Bay Motor Products 58,275
Mo's Incredible Pizza 95,833
tron Fish Distillery 98,083
GT Bay YMCA (Loan 2) 89,167
Tolal 802,577

cle_form? Page 22 0f 22
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INDEPENDENT AUDITORS' REPORT
March 19, 2019

Board of Directors
Cherryland Electric Cooperative, Inc. and Subsidiary
Grawn, Michigan

We have audited the accompanying consolidated financial statements of Cherryland Electric
Cooperative, Inc. and Subsidiary (the “Cooperative”), which comprise the consolidated balance sheets
as of December 31, 2018 and 2017, and the related consolidated statements of income and
comprehensive income, changes in patron equities, and cash flows for the years then ended, and the
related notes to the consolidated financial statements,

Management’s Responsibility for the Consolidated 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, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error,

Independent Auditors’ Responsibility

Qur responsibility is to express an opinion on these consolidated financial statements based on our
audits. We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reascnable
assurance about whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on auditor judgment, including
the assessment of the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to
the Cooperative’s preparation and fair presentation of the consolidated 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 Cooperative’s internal control. Accordingly, we express no such
opinion, An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.



Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the consolidated financial position of Cherryland Electric Cooperative, Inc. and Subsidiary
as of December 31, 2018 and 2017, and the consolidated results of their operations and their cash flows
for the years then ended in accordance with accounting principles generally accepted in the United

States of America,
‘&L«u«'}é{&m LLC






CHERRYLAND ELECTRIC COOPERATIVE, INC. AND SUBSIDIARY
K

LIABILITIES AND EQUITIES

Current liabilities

Short-term borrowings S 3,607,332 § 6,680,417
Checks issued against future deposits 477,550 555,059
Accounts payable:
Purchased power 2,890,439 3,235,927
Other 611,333 556,106
Accrued expenses:
Compensation 726,315 659,010
Property taxes 401,755 348,439
Interest 343,271 317,666
Other 12,356 86,566
Member deposits 226,036 239,745
Member advances for construction 383,770 348,953
Power supply cost recovery over cotlection 978,613 -
Current portion of long-term debt 2,928,422 2,684,912
Total current liabilities 13,587,192 15,712,800
Unamortized gain on early retirement of debt 218,000 283,400
Long-term debt, net of current portion 56,222,531 53,200,359
Total liabilities 70,027,723 69,196,559

Commitments and contingencies (Notes 6 and 7)

Equities
Patronage capital 50,987,086 49,820,457
Other equities - accumulated deficit (1,543,049) (1,481,883)
Accumulated other comprehensive loss {313,833) {156,483)
Total equities 49,130,204 48,182,091
Total liabilities and equities $ 119,157,927 § 117,378,650




CHERRYLAND ELECTRIC COOPERATIVE, INC. AND SUBSIDIARY

Operating revenues $ 51,391,541 § 50,606,630
Operating expenses
Cost of power 33,210,388 33,492,712
Depreciation and amortization 3,624,445 3,453,799
Distribution, maintenance 3,259,930 2,870,547
Administrative and general 2,621,198 2,484,901
Member service and information 1,617,408 1,468,762
Distribution, operations 1,404,646 1,310,201
Taxes - property and other 1,144,014 1,005,703
Member accounts 1,078,051 1,039,983
Total operating expenses 47,960,080 47,126,608
Operating margin 3,431,461 3,480,022
Other income (expense)
Income from associated cooperatives 2,816,948 2,514,099
Interest income 31,956 43,711
Interest expense on tong-term debt (2,510,665) (2,306,586)
Other interest expense (234,147) (193,305)
Other income 205,973 252,531
Other income, net 310,065 310,450
Net margins 3,741,526 3,790,472

Other comprehensive (loss) income
Unrecognized change in postretirement benefit plans (157,350} 105,657

Comprehensive income § 3,584,176 § 3,896,129

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



CHERRYLAND ELECTRIC COOPERATIVE, INC. AND SUBSIDIARY

Balances, January 1, 2017
Capital credits retired

Other equity transactions
Comprehensive income
Balances, December 31, 2017
Capital credits retired

Other equity transactions

Comprehensive income (loss)

Balances, December 31, 2018

48,351,282 $ (1,592,499) $  (262,140) $ 46,496,643
(2,321,297) 143,640 - (2,177,657)
- (33,024) - (33,024)
3,790,472 - 105,657 3,896,129
49,820,457 (,481,883) (156,483) 48,182,091
(2,574,897} 200,265 (2,374,632)
- (261,431) . (261,431)
3,741,526 . (157,350) 3,584,176
50,987,086 $ (1,543,049) §  (313,833) § 49,130,204

The accompanying notes are an integral part of these consolidated financial statements,



CHERRYLAND ELECTRIC COOPERATIVE, INC. AND SUBSIDIARY

Cash flows from operating activities
Net margins
Adjustments to reconcile net margins to net cash
provided by operating activities;
Depreciation and amortization
Income from associated cooperatives, net of capital credits
Bad debt expense
Amortization of gain oh early extinguishment of debt
Changes in operating assets and liahilities
which provided (used) cash:
Accounts receivable
Refundable Michigan sales tax
Power supply cost recovery
Inventory
Prepaid expenses and other current assets
Other assets
Checks issued against future deposits
Accounts payable
Accrued expenses
Member deposits
Member advances for construction
Post-retirement benefit, other than pensions

Net cash provided by operating activities

Cash flows from investing activities
Purchases of property and equipment
Proceeds from sale of property and equipment
Collection (issuance) of notes receivable
Redemption of capital term certificates

Net cash used in investing activities

Cash flows from financing activities
Net short-term borrowings
Proceeds from issuance of long-term debt
Repayments of long-term debt
Net patronage capital retirements and forfeitures

Net cash (used in) provided by financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of vear
Cash and cash equivalents, end of year

Reconciliation to consolidated balance sheets
Cash and cash equivalents - unrestricted
Cash and cash equivalents - restricted

S 3,741,526 S 3,790,472
3,624,445 3,453,799
(325,850) (325,635)
30,988 58,393
(65,400) (65,400)
171,178 (1,560,520)
(156,051) 177,337
1,962,219 35,203
(28,938) (309)
(181,652) 15,085
181,064 202,009
(77,509) (211,053)
(290,261) 198,487
72,016 42,199
(13,709) (11,082)
34,817 33,492
(111,338) (210,505)
8,567,545 5,621,972
(6,400,670) (6,883,736)
124,861 53,808
72,290 (66,526)

14,998 20,079
(6,188,521) (6,876,375)
2,888,822 4,537,137

. 8,663,093
(2,696,225) (9,745,306)
(2,636,063) (2,210,681)
(2,443,466) 1,244,243
(64,442) (10,160}
243,697 253,857

S 179,255 § 243,697
S 5355 § 157,917
173,900 85,780

S 179,255 § 243,697

The accompanying notes are an integral part of these consolidated financial statements.
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CHERRYLAND ELECTRIC COOPERATIVE, INC. AND SUBSIDIARY

Nature of Business and Concentration Risks

Cherryland Electric Cooperative, Inc. (“Cherryland”) is a non-profit corporation located in Grawn,
Michigan, principally engaged in providing electrical service to over 35,000 residential and commercial
members located in Benzie, Grand Traverse, Kalkaska, Leelanau, Manistee and Wexford counties. As
discussed in Note 7, Cherryland purchases all of the electrical power it sells from an affiliated
cooperative, Wolverine Power Supply Cooperative, Inc.

Certain of Cherryland’s hourly employees are represented by a labor union pursuant to a collective
bargaining agreement which expires in October 2021.

Basis of Accounting
The accounting records of Cherryland are maintained in accordance with accounting principles generally

accepted in the United States of America {“GAAP"} and the Uniform Systems of Accounts prescribed by
the Michigan Public Service Commission {“MPSC").

Consolidation

The accompanying consolidated financial statements include the accounts of Cherryland Electric
Cooperative, Inc. and its wholly owned subsidiary, Cherryland Holdings, Inc. (“CHI"} (collectively, the
“Cooperative”}. CHI dissolved on September 18, 2018. CHI had no income statement activity during 2018
or 2017 and its only assets consisted of cash of 3800 in 2017. Cherryland's investment in CHI of $800 in
2017 has been eliminated in consclidation. There were no other intercompany accounts or transactions in
2018 or 2017 required to be eliminated in consolidation,

Regulation
Cherryland elected to be self-regulated under PA 167 of 2010, Accounting and rate matters are subject to

the Board of Directors and membership approval.

Use of Estimates

The preparation of consolidated financial statements in conformity with GAAP 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 income and expenses during the reporting year. Actual results could differ from those
estimates. Significant estimates include but are not timited to allowances for bad debts, determinations
of discount and other rate assumptions for the post-retirement defined benefit pension plans, carrying
values of property, plant and equipment, and the estimate of unbilled revenue.

Cash and Cash Equivalents

Cash and cash equivalents consist of demand deposits in a bank and cash on hand. The Cooperative
maintains its deposits in one local financial institution, which at times may exceed the federally insured
limits. Management does not believe the Cooperative is exposed to any significant interest rate or other
financial risk as a result of these deposits,
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Restricted Cash
Economic development grant funds received by Cherryland are loaned to other organizations for
economic development. Loan repayments are deposited into bank accounts which are restricted for use
for other economic development projects. On the accompanying consolidated balance sheets, restricted
cash is segregated from cash and cash equivalents. For the consclidated statements of cash flows,
however, restricted cash is included in the beginning and ending balances of cash and cash equivalents.

Revenue Recognition

Revenues for electric services are recognized on a monthly cycle billing basis. Cherryland accrues
revenue for electricity used by its members but not billed at month end. Revenues include amounts
collected from members by application of purchased power supply cost factors. The purpose of these
factors is to allow Cherryland to recover its purchased power supply costs. Any over or under recovery of
purchased power supply costs is recorded as an adjustment to revenues.

Accounts Receivable

Accounts receivable is stated at the amount management expects to collect from outstanding balances.
Management provides for probable uncollectible amaunts through a charge to earnings and a credit to a
valuation allowance based on its assessment of the current status of individual accounts. Balances that
are still outstanding after management has used reasonable collection efforts are written off through a
charge to the valuation allowance and a credit to accounts receivable.

Inventory

Inventory consists primarily of purchased electrical materials and supplies. Cherryland values inventory
at the lower of weighted average cost, principally determined by the first-in, first-out basis, or net
realizable value.

Property, Plant and Equipment and Depreciation

Property, plant and equipment is stated at cost. Major improvements are capitalized while ordinary
maintenance and repairs are expensed. Management annually reviews these assets to determine whether
carrying values have been impaired. Plant construction in progress represents the continual expansion,
replacement and upgrading of the electrical distribution system, net of amounts received from members
who are required to share the cost of plant additions. Retirement or disposals of property, plant and
equipment are relieved at cost or current standard cost, if the original cost is not determinable.
Accumulated depreciation is charged for the cost of removing property, plant and equipment, net of
salvaged parts. Depreciation is computed using the straight-line method over the estimated useful lives
of the assets, which generally range from 3 to 40 years, as prescribed in the Rural Electrification
Administration’s Bulletin 183-1.

Investments in and Patronage Capital from Associated Cooperatives

Cherryland is a member of electric generation, financing and other cooperative organizations (Note 2).
Investments in associated cooperatives are recorded at original cost, plus assigned patronage capital,
Patronage capital includes accumulated assigned income less cumulative dividends received from
asscciated cooperatives. Annual income is principally allocated based on Cherryland’s purchases and
borrowings from the associated cooperatives,
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Capital Term Certificates
Capital term certificates represent capital payments made to Cherryland’s principal lender. Such

payments are generally computed at 3% to 5% of requested loan advances.

Member Advances for Construction

Cherryland requires certain members to advance funds for distribution line extensions. A portion of the
advances may be refundable for a period of five years if Cherryland’s costs are subsequently recovered
through new permanent connecticns. Advances that are not subject to refund after five years are
credited by an offset against distribution plant construction costs.

Gain on Early Extinguishment of Debt

in 2001, Cherryland prepaid certain of its Rural Utility Services notes. The prepayment was financed with
notes issued by the National Rural Utilities Cooperative Finance Corporation. The early extinguishment of
the debt resulted in a gain of $1,439,498, which is being amortized over the 22 year repayment period of
the new notes and is included in other income in the consclidated statements of income and
comprehensive income. Amortization income amounted to $65,400 in both 2018 and 2017, and is
expected to be $65,400 for each of the next four years.

Income Taxes

Cherryland is a not-for-profit organization exempt from income tax under Section 501{c}(12) of the
Internal Revenue Code and is exempt from similar state and local taxes. Although Cherryland was granted
income tax exemption by the Internal Revenue Service, such exemption does not apply to “unrelated
business taxable income.” Such income, pursuant to the internal Revenue Code and related reguiations,
includes investment income such as interest received from sources other than directly from the
membership.

Cherryland analyzes its income tax filing positions in the federal and state jurisdictions where it is
required to file income tax returns, for all open tax years in these jurisdictions, to identify potential
uncertain tax positions.

Cherryland has evaluated its income tax filing positions for fiscal years 2015 through 2018, the years
which remain subject to examination as of December 31, 2018. Cherryland concluded that there are no
significant uncertain tax positions requiring recognition in in the consolidated financial statements,
Cherryland does not expect the totat amount of unrecognized tax benefits {*UTB") (e.g. tax deductions,
exclusions, or credits claimed or expected to be claimed) to significantly change in the next twelve
months. Cherryland does not have any amounts accrued for interest and penalties related to UTBs at
December 31, 2018 or 2017, and is not aware of any claims for such amounts by federal or state income
tax authorities.

Prior to dissolving in 2018, CHI was subject to federal income tax. Deferred income tax assets and
{iabilities were computed annually for differences between the financial statement and federal income
tax bases of assets and liabilities that would result in taxable or deductible amounts in the future, based
on enacted tax laws and rates applicable to the periods in which the differences were expected to affect
taxable income. Deferred income taxes arose from temporary basis differences principally related to net
operating loss carryforwards, Valuation allowances were established when necessary to reduce deferred
tax assets to the amount expected to be realized. Income tax expense was the tax payable or refundable
for the year plus or minus the change during the year in deferred tax assets and liabilities.

11
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CH! had a net operating loss carryforward of approximately $1,026,000 at December 31, 2017, which was
not utilized prior to dissolving in 2018. CHI had recorded a deferred tax asset of approximately $216,000
associated with the net operating loss carryforward, The Tax Cuts and Jobs Act {“the “Act”) was enacted
on December 22, 2017, The Act reduces the U, S. federal corporate tax rate from 34% to 21%, among
other provisions. CHI remeasured certain deferred tax assets based on the rates at which they were
expected to reverse in the future, which was generally 21%. The provisional amount recorded during 2017
related to the remeasurement of CHI's deferred tax balance was approximatety $133,000. However, CHI
recorded a valuation atlowance equal to the amount of the deferred asset since management anticipated
that it was more likely than not that the net operating losses would be unused. Therefore, there was no
impact on the accompanying consolidated statement of income and comprehensive income in 2017, CHI
had no federal income tax expense or payments in 2018 or 2017.

Subsequent Events

in preparing these consolidated financial statements, management has evaluated, for potential
recognition or disclosure, significant events or transactions that occurred during the period subsequent to
December 31, 2018, the most recent consolidated balance sheet presented herein, through March 19,
2019, the date these consolidated financial statements were available to be issued. No such significant
events or transactions were identified other than the lease described in Note 9,

Investments in associated cooperatives consisted of the following at December 31:

Wolverine Power Supply Cooperative, Inc. $ 31,031,807 $ 30,824,599
National Rural Utilities Cooperative

Finance Corporation 1,058,634 989,173
Rural Electric Supply Cooperative 462,172 461,574
National Information Solutions Cooperative 217,996 202,049
Federated Rural Electric Insurance Exchange 182,966 163,970
Other 116,174 102,534
Total § 33,069,749 & 32,743,899

Cherryland has a $5,000,000 revolving line of credit with a bank maturing August 30, 2019, Interest is
charged at the daily London InterBank Offered Rate (“LIBOR”) index rate plus 2.00% (effective rate of
4,50% at December 31, 2018). Outstanding borrowings were $307,332 and $3,080,417 at December 31,
2018 and 2017, respectively.

Cherryland also has a $6,000,000 unsecured revolving line of credit with National Rural Utilities
Cooperative Finance Corporation {“CFC"}, expiring July 6, 2019. Interest is charged at the 7 day LIBOR
index rate plus 1.95% (effective rate of 4.37% at December 31, 2018). There were no outstanding
borrowings at December 31, 2018 or 2017.

12
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Cherryland also has a $5,000,000 unsecured perpetual revolving line of credit with CFC, automatically
renewed annually untess notice of termination is given by either party. Interest is charged at a variable
rate determined by CFC, not to exceed Prime plus 1% (effective rate of 3.35% as December 31, 2018).
Qutstanding borrowing were $3,300,000 and $3,600,000 at December 31, 2018 and 2017, respectively.

Additionally, Cherryland has a $4,000,000 unsecured revolving line of credit with a bank maturing August
31, 2019, Interest is charged at a risk-based variable rate determined by the Bank (effective rate of
4.61% as December 31, 2018). There were ne outstanding borrowings at December 31, 2018 and 2017.

Long-term debt is composed of various mortgage notes payable to CFC, Farmer Mac, and a bank. A
majority of mortgage notes to CFC will be repriced and the interest rate adjusted accordingly during the
next twelve years in accordance with the policy and procedure governing such repricing.

Long-term debt consists of the following obligations at December 31;

Notes payable to CFC, collateralized by
substantially all assets, due in quarterly
installments of up to $868,175, including interest
at rates from 3.05%-9.40%, maturing from 2019 to

2048, $ 37,958,966 $ 33,659,239

Notes payable to Farmer Mac, collateralized by
substantially all assets, due in semiannual
installments of up to $333,121 including interest
at rates from 3,00%-5,15%, maturing from 2029 to

2045, 8,980,389 9,251,622

Notes payable fo a bank, collateralized by
substantially all assets, due in monthly
installments on average of $107,125, including
interest at 2.06%-4.39%, maturing from 2019 to

2040, 12,211,598 12,974,410
Total long-term debt 59,150,953 55,885,271

Less current portion (2,928,422) (2,684,912)
Long-term debt, net of current portion $ 56,222,531 $ 53,200,359

13
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Scheduled principal maturities of long-term debt for each of the five years succeeding December 31,
2018, and thereafter, are summarized as follows:

2019 $ 2,928,422
2020 2,978,598
2021 3,034,765
2022 2,533,259
2023 2,258,334

Thereafter 45,417,575

Total $ 59,150,953

The borrowing agreements contain restrictive covenants which require Cherryland to, among other
things, maintain an average debt service coverage ratio of not less than 1.35:1, and equity to total assets
of not less than 0.27:1.

Patronage capital consists of the following at December 31:

Assignable margins $ 3,741,526 S5 3,790,472
Assignable to date 86,924,245 83,133,773
90,665,771 86,924,245
Less called for redemption to date (39,678,685) (37,103,788)
Total $ 50,987,086 S 49,820,457

Under the provisions of the Mortgage Agreements, patronage refunds to patrons or members may be
made provided that total equity, after such refunds are made, remains greater than 20% of total assets.
The equities and margins of Cherryland represent 41.2% and 41.0% of the total assets at December 31,
2018 and 2017, respectively.

Cherryland’s bylaws provide that patronage capital be refunded upon the death of members, During 2018
and 2017, $204,858 and $293,959, respectively, were applied towards refunds of this nature. Patronage
capital retirements are paid out of Cherryland’s general fund.

Cherryland offers a program where members can receive their capital credit, at a discount, for qualifying
energy efficient improvements made in conjunction with the State mandated Energy Waste Reduction
program. The program is available to both residential and commercial members. Amounts retired under
this program in 2018 and 2017 were $13,647 and $27,338, respectively.

14
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Other equities consisted of the following at December 31:

Forfeited patronage capital $ 3,527,123 § 3,588,289
ASC 715 (FAS 158) adjustment 337,593 337,593
Nonassignable deficits (5,407,763) {5,407,765)
Total 5 (1,543,049) $ (1,481,883)

Multiemployer Defined Benefit Pension Plan

The National Rural Electric Cooperative Association (NRECA) Retirement Security Plan (RS Plan) is a
defined benefit pension plan qualified under Section 401 and tax-exempt under Section 501(a) of the
Internal Revenue Code. it is a multiemployer plan under the accounting standards.

A unique characteristic of a multiemployer 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,

The risks of participating in these multiemployer plans are different from single-employer plans in the
following aspects:

a. Assets contributed to the multiemployer plan by one employer may be used to provide
benefits to employees of other participating employers.

b. If a participating employer stops contributing to the plan, the unfunded obligations of
the plan may be borne by the remaining participating employers,

c. If the Company chooses to stop participating in its multiemployer plan, the Company
may be required to pay that plan an amount based on the underfunded status of the
plan, referred to as a withdrawal liability.

Cherryland’s participation in the plan for the annual years ended Pecember 31, 2018 and 2017, is
outlined in the table below, The *“EIN/Pension Plan Number” column provides the Employer
Identification Number (EIN) and the three-digit plan number, if applicable. Unless otherwise noted, the
most recent Pension Protection Act (PPA) zone status available in 2018 and 2017 is for the plan’s year-
end at January 1, 2017. The zone status is based on information that the Cooperative received from the
plan and is certified by the plan's actuary. Among other factors, plans in the red zone are generally less
than 65 percent funded, ptans in the yellow zone are less than 80 percent funded, and plans in the green
zone are at least 80 percent funded, The “FIP/RP Status Pending/Implemented” column indicates
whether the plan has a financial improvement plan (FIP) or a rehabilitation plan (RP} is either pending or
has been implemented. The last column lists the expiration date of the collective-bargaining agreement
to which the plan is subject.
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Cherryland was not listed in its plan’s Form 5500 for the appropriate plan year ending in 2017 as
providing more than 5 percent of the total contributions. The 2018 Form 5500 was not yet available at
the time of issuance of this report.

RS Plan Prepayment Option

At the December 2012 meeting of the 1&FS Committee of the NRECA Board of Directors, the Committee
approved an option to allow participating cooperatives in the RS Plan to make a contribution prepayment
and reduce future required contributions. The prepayment amount is a cooperative’s share, as of
January 1, 2013, of future contributions required to fund the RS Plan’s unfunded value of benefits earned
to date using RS Plan actuarial valuation assumptions. The prepayment amount will typically equal
approximately 2.5 times a cooperative's annual RS Plan required contribution as of January 1, 2013, After
making the prepayment, for most cooperatives the billing rate is reduced by approximately 25%,
retroactive to January 1, 2013. The 25% differential in billing rates is expected to continue for
approximately 15 years. However, changes in interest rates, asset returns and other plan experience
different from expected, plan assumption changes and other factors may have an impact on the
differential in billing rates and the 15 year period. During 2013, Cherryland made a prepayment of
$1,912,340. The prepayment is recorded net of accumulated amortization of §1,147,464 and $956,220,
during 2018 and 2017, respectively, and recorded in other assets on the consolidated balance sheets.
Amortization expense was $191,244 in both 2018 and 2017. Amortization expense is expected to be
approximately $191,000 during each of the next four years.

During 2018, the Cooperative established two deferred compensation plans under Section 457(b) of the
Internal Revenue Code. The deferred compensation plans are for the benefit of certain key employees
and the board of directors, and participation is strictly voluntary. All contributions to the deferred
compensation plans will be employee and/or board member contributions only, Cherryland will not make
any contributions to the benefit of those employees or board members who qualify for participation in
these deferred compensation plans.

Power Supply Cost Recovery

State of Michigan Public Act 304 of 1982 created the Power Supply Cost Recovery Clause {“PSCR"), a
power cost recovery mechanism. Wolverine Power Supply Cooperative, Inc. (“Wolverine”) and the
member-distribution cooperatives, including Cherryland, are authorized to apply PSCR clauses and
monthly factors. Cherryland’s maximum authorized monthly factor was ,01880 mills per kilowatt-hour for
2018.
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Due te fluctuations in market conditions, over-collections or under-collections may result between the
generation cooperative and the distribution cooperatives as well as between the distribution
cooperatives and their member-consumers. The PSCR clause includes provisions whereby power cost
recovery over-collections may be remedied by refunds and power cost recovery under-collections may be
remedied by additional collections.

Cherryland has a payable of $978,613 due to member-consumers for over collections at December 31,
2018, At December 31, 2017, cumulative receivables due was $983,606 for under collections from
member-consumers,

Associated Cooperative Supply Agreement

Cherryland is committed under an agreement to purchase all of its power needs that Wolverine can
provide through December 2050. Cherryland’s total power purchases amounted to $33,210,388 and
$33,492,712 in 2018 and 2017, respectively. Management anticipates that Wolverine will be able to
satisfy Cherryland’s power needs for the foreseeable future.

Litigation
Cherryland is periodically involved in litigation in the normal course of business and does not expect that
the ocutcome of any ongoing litigation at December 31, 2018, will have a material impact on future
operations.

Operating Leases

Cherryland leases trucks, heavy duty utility vehicles and office equipment under various long-term
operating lease agreements. These leases were entered into between 2010 and 2018, and expire on
various dates through May 1, 2026. The leases contain early buyout options where the purchase price is
determined as a percentage of equipment cost.

Rental payments are charged to expense or to plant construction work in progress as they are paid. Total
rental payments of $424,749 and 5$378,720 were made during 2018 and 2017, respectively.

Future minimum rental payments required under operating leases that have initial or remaining
noncancelable terms in excess of one year for the five years succeeding December 31, 2018, and
thereafter, are summarized as follows:

2019 5 313,653
2020 213,003
2021 156,330
2022 77,958
2023 63,028
Thereafter 35,998
Total S 859,970
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Cherryland sponsors two post-retirement defined benefit plans that cover both management and union
employees. One plan provides medical benefits for both union employees and management and the other
provides life insurance benefits for management. The post-retirement health care plan is contributory for
union employees, with the retirees contributing amounts in excess of $80 monthly. For management, the
health care plan and the life insurance plans are noncentributory.

Cherryland amended the plan in 2006 to cap and subsequently reduce the amount of monthly benefit
payments towards medical insurance premiums to be paid on behalf of covered retirees. Such premium

payments are to be phased out over a specified period of time.

Net benefit plan costs included in operating expenses for Cherryland includes the following components:

Service cost s 48,394 § 47,252
Interest cost 71,781 78,570
Expected return on plan assets (160,859} {131,671)
Amortization of prior service cost (87,541} (87,541}
Recognition of net gain 16,887 32,310
Net periodic income S {111,338) § (61,080}

The following table sets forth the plan's funded status and amounts reported on Cherryland’s
consolidated balance sheets as of December 31:

Change in projected benefit obligation

Benefit obligation at beginning of year $ 1,995,653 § 1,922,637
Service cost 48,394 47,252
Interest cost 71,781 78,570
Benefits paid (138,277) {149,425}
Actuarial loss (164,299) 96,619

Projected benefit obligations at end of year $ 1,813,252 § 1,995,653

Change in plan assets

Fair value of plan assets at beginning of year $ 2,144,787 5§ 1,755,609
Actual return on plan assets (90,136) 389,178
Employer contributions - 149,425
Benefits paid (138,277) (149,425)
Fair value of plan assets at end of year 5 1,916,374 § 2,144,787
Recognized benefit asset 5 103,122 § 149,134
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Amounts recognhized in accumulated other

comprehensive loss, beginning 5 (156,483) $ {262,140)
Net actuarial gains 16,887 32,310
Net prior service cost (87,541) (87,541)
Net current year (loss) income {86,696} 160,888

Amounts recognized in accumulated other
comprehensive loss, ending 5 {313,833) § (156,483)

The weighted-average discount rate was 3.75% and 4.25% at the beginning of 2018 and 2017,
respectively. The expected long-term rate of return on assets was 7.50% for both 2018 and 2017.

The Cooperative assumes for measurement purposes a 9.00% annual rate of increase in the per capita
cost of covered health care benefits for 2018. The rate was assumed to decrease by .50% per year to an
ultimate rate of 5%, and remain at that level thereafter. The health care cost trend rate assumption has
a significant effect on the amounts reported. To itlustrate, increasing the assumed health care cost trend
rates by 1 percentage point would increase the accumulated post-retirement obligation by $83,262 and
the aggregate of the service and interest cost components of net periodic post-retirement benefit cost by
$11,667. Decreasing the assumed health care cost trend rates by 1 percentage point would decrease the
accumulated post-retirement obligation by $62,761 and the aggregate of the service and interest cost
components of net periodic post-retirement benefit cost for the year by $8,359.

The framework for measuring fair value provides a fair value hierarchy that prioritizes the inputs to
valuation techniques used to measure fair value. The hierarchy gives the highest priority to unadjusted
guoted prices in active markets for identical assets or liabilities {Level 1 measurements) and the lowest
pticrity to unobservable inputs (Level 3 measurements). The three levels of fair value hierarchy are
described as follows:

Level 13 Inputs to the valuation methodology are unadjusted quoted prices for identical assets or
liabilities in active markets that Cherryland has the ability to access.

Level 2: Inputs to the valuation methodology include:

= quoted prices for similar assets or liabilities in active markets;

= quoted prices for identical or similar assets or liabilities in inactive markets;

» inputs other than quoted prices that are observable for the asset or liability; and
inputs that are derived principally from or corroborated by observable market data by
correlation or other means.

If the asset or liability has a specified (contractual) term, the Level 2 input must be
cbservable for substantially the full term of the asset or liability,

Level 3: Inputs to the valuation methodology are unobservable and significant to the fair value
measurement.
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The asset’s or liability’s fair value measurement level within the fair value hierarchy is based on the
lowest level of any input that is significant to the fair value measurement, Valuation techniques used
need to maximize the use of observable inputs and minimize the use of unobservable inputs,

The fair value of plan assets of $1,916,374 and $2,144,787 at December 31, 2018 and 2017, respectively,
were held in mutual funds and considered Level 1. The shares held in the mutual funds are valued at
quoted market prices based on the net asset value (“NAV”} of shares held by the plan at year end. The
NAV is based on the value of the underlying assets owned by the fund, minus its liabilities then divided by
the number of shares outstanding.

Cherryland expects to contribute an amount equal to the expected benefit payment to its plan in 2019,
Expected benefit payments for each of the five years succeeding December 31, 2018, and for the five
years thereafter are estimated as follows:

2019 S 164,513
2020 158,756
2021 139,664
2022 115,507
2023 110,853
2024-2028 587,789

The estimated net actuarial gain and prior service cost that will be amortized from accumulated other
comprehensive loss into recognized net period pension cost in both 2018 and 2017 are approximately
$87,500.

In February 2019, the Ceooperative entered into a four-year operating lease for a vehicle for a total cost
of approximately $113,000. Monthly rental payments of $2,353 are due through the maturity date of
April 1, 2023.

Non-Cash Investing and Financing Activities

During 2018, Cherryland converted a $5 million line of credit with CFC, which was previously utilized for
infrastructure purchases, to a long-term note payable, pursuant to the terms of the Loan Agreement with
CFC. Interest is charged at a fixed rate of 4.85% with final maturity in August 2048,

During 2018, Cherryland converted a $961,907 line of credit with CFC, which was previously utilized for
infrastructure purchases, to a long-term note payable, pursuant to the terms of the Loan Agreement with
CFC. Interest is charged at a fixed rate of 4.75% with final maturity in August 2045,
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During 2017, Cherryland converted a $1.25 million line of credit with CFC, which was previously utilized
for infrastructure purchases, to a long-term note payable, pursuant to the terms of the Loan Agreement
with CFC. Interest is charged at a fixed rate of 4,10% with final maturity in August 2045.

During 2017, Cherryland converted a $1 million line of credit with a bank to a long-term note payable,
pursuant to the terms of the Loan Agreement with the bank. Interest is charged at a fixed rate of 3.62%
with final maturity in August 2027,

Other Cash Flows Information
Cash paid for interest amounted to 52,719,207 and $2,543,883 during 2018 and 2017, respectively.
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