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Blair and Associates, P.C.

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Orchard Mesa Irrigation District
Palisade, CO 81621

Opinions

We have audited the accompanying financial statements of the business-type activity of the Orchard Mesa
Irrigation District, as of and for the year ended December 31, 2025, and the related notes to the financial
statements, which collectively comprise the Orchard Mesa Irrigation District’s basic financial statements as
listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, the aggregate discretely
presented component units, each major fund, and the aggregate remaining fund information of the Orchard
Mesa Irrigation District, as of December 31, 2025, and the respective changes in financial position and, where
applicable, cash flows thereof for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Our responsibilities under those standards are further described in the Auditor’s Responsibilities for
the Audit of the Financial Statements section of our report. We are required to be independent of the Orchard
Mesa Irrigation District, and to meet our other ethical responsibilities, in accordance with the relevant ethical
requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinions.

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the Orchard Mesa Irrigation District's
ability to continue as a going concern for twelve months beyond the financial statement date, including any
currently known information that may raise substantial doubt shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements

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

Certified Public Accountants
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In performing an audit in accordance with generally accepted auditing standards, we:
o Exercise professional judgment and maintain professional skepticism throughout the audit.

e |dentify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the amounts and disclosures in the financial
statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Orchard Mesa Irrigation District’s internal control. Accordingly, no such opinion is
expressed.

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

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about the Orchard Mesa Irrigation District’s ability to continue as a going
concern for a reasonable period of time.

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

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis and budgetary comparison information be presented to supplement the basic financial
statements. Such information is the responsibility of management and, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board, who considers it to be an
essential part of financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements. We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Blair and Associates, P.C.

Cedaredge, Colorado
March 20, 2026



Orchard Mesa Irrigation District
Management’s Discussion and Analysis
December 31, 2025

Our discussion and analysis of the Orchard Mesa Irrigation District’s (District) financial statements provide an overview of the district’s
financial activities for the fiscal year ended December 31, 2025.

Financial Highlights

e The assets of the district exceeded its liabilities at the close of the most recent fiscal year by $13,144,286, (Net
Position).

e  Unrestricted cash and investments increased $78,989.

e  Operating revenues of $1,953,396.

e  Operating expenses of $2,027,289.

e Non-operating revenues net of expenses of $467,570.

Overview of Financial Statements

The discussion and analysis are intended to serve as an introduction to the district’s basic financial statements. The district’s financial
statements are comprised of two components: 1) government-wide financial statements, 2) notes to the financial statements.

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The government-wide financial statements are designed to provide a broad overview of the district’s finances, in a manner like a private-
sector business.

The statement of position presents information on all the district’s assets, liabilities, and deferred inflows of resources, with the difference
as net position.

The statement of activities and changes in net position presents information showing how the district’s revenues, expenses, and net
position changed from the prior year to the current year.

The statement of cash flows presents information on the district’s cash and cash equivalents showing increases or decreases in various
cash activities.

The government-wide financial statements report on the activities of the district that are principally funded by water user assessments.
The district’s function is to supply irrigation water to lands within the district boundaries.

NOTES TO THE FINANCIAL STATEMENTS

The notes provide additional information that is useful for the understanding of the data provided in the government wide.
financial statements. The notes to the financial statements can be found on page 7 through 17 of this report.

SUPPLEMENTARY INFORMATION

The schedule found on page 18 of this document gives a comparison of the budget to actual for the district for the fiscal year 2025.



Management’s Discussion and Analysis-Continued

Government-Wide Financial Analysis

A comparison of the current to the prior year will be discussed below.

The largest of the district’s total assets (35%) are capital assets (buildings, machinery, and equipment.) The district uses these capital
assets to deliver irrigation water to 6,347 users. Unrestricted cash reserves account for (17.1%) of the district’s total assets. These
unrestricted reserves are used for irrigation system improvements.

Between December 31, 2024, and December 31, 2025, the Net Position increased by $393,677. A major part of this was an increase in
project income.

The district’s operating revenues increased $63,219. The District’s contract with the United States Bureau of Reclamation (USBOR)
generated totaling $0; due in part to the District’s Canal Automation Improvements Project Contract No. 12-WC-40-445 where a new
measurement device and beginning phases for telemetry and automation implementation were placed at the wrecking Yard Spill
including a ramp flume, power supply, flow measurement device, and a vandal enclosure to house electronic components the along with
the ongoing maintenance work done on the Long-Crested Weir & Reservoir sites. The district receives revenues from the Power Plant
that amounted to $0 for 2025. Specific Ownership was up from last year following the predicted upward trend in the economy by
$17,779. Operating expenses decreased by $69,518.

TABLE A
Condensed Financial Data

Dollar Percent

2025 2024 Change Change
Current/Other Assets $ 6,375,260 $ 5,886,827 $ 488,433 7.66%
GVH LLC Equity 5,570,048 5,572,753 (2,705) -0.05%
Capital Assets 6,429,137 6,351,746 77,391 1.20%
Total Assets 18,374,445 17,811,326 563,119 8.82%
Current Liabilities 176,250 160,708 15,542 8.82%
Non Current Liabilities 3,066,709 3,227,417 (160,708) -5.24%
Total Liabilities 3,242,959 3,388,125 (145,166) 3.58%
Deferred Inflows of Resources 1,987,200 1,833,300 153,900 7.74%
Invested In Capital Assets, Net 6,429,137 6,351,746 77,391 1.20%
Restricted 212,146 212,328 (182) -0.09%
Unrestricted 6,503,003 6,186,535 316,468 4.87%
Total Net Position  $13,144,286 $12,750,609 $ 393,677 5.98%
Total Operating Revenue $ 1,953,396 $ 1,890,177 $ 63,219 3.24%
Total Operating Expenses (2,027,289) (2,096,807) 69,518 -3.43%
Operating Income (Loss) (73,893) (206,630) 132,737 5.79%
Non-Operating Revenue 467,569 551,829 (84,260) -18.02%
Non-Operating Expenses - (5,599) 5,599 -100.00%
Total Non-Operating Revenue 467,569 546,230 (78,661) -16.82%
Change in Net Position 393,676 339,600 54,076 13.74%
Beginning Net Position 12,750,610 12,411,009 339,601 2.66%
Ending Net Position $13,144.286 $12,750,609 $ 393,677 3.00%




Management’s Discussion and Analysis-Continued

Capital Assets and Debt Administration

CAPITAL ASSETS

As of December 31, 2025, the District’s capital assets were $6,429,137 (net of accumulated depreciation of $9,422,997.

This investment in capital assets included buildings, equipment, and delivery canals. Major capital asset purchases for the current fiscal
year are the following:

e  Vehicle $56,775

e  Water data management system $23,877
e  System Improvements $234,032

e Equipment $102,987

Note 4 on page 14 gives additional details of the district’s capital assets.

Current Year’s Budget Analysis

e The variance of $46,540 on the operations revenue is because the revenue received is based upon a percentage of new
licensed motor vehicles revenue collected by the county and therefore the budgeted amount is always an estimate.

e Hydro revenue variance of $(72,757) was due to a decrease in power production.

e  Operating expenses were down due to a decrease in outside services required in 2025.

e  The Hydro expense variance of $42,586 was due to an increase in hydro maintenance.

e The capital outlay variance of $521,924 was due to the future construction of canal project as well as upgrades to the
irrigation system.

Future Events of Financial Significance

HYDRO

The Vinelands Power Plant became operational effective November 2022, first date of commercial generation was November 16, 2022.
The Permanent Interconnect was commissioned on June 2024, and final payment to Public Service was made on May 13, 2025,
completing the permanent interconnect. A closed loop cooling system was designed and installed in the spring of 2025, (direct result
from ice and algae issues clogging the Clemons Filter — original design/build leading to a lot of downtime), which provided continuous
production through the winter months. The CWCB loan remains open to be drawn on to the full extent of $1,700,000 as approved by
the water users on January 12, 2017, and approved by resolution of the Board on December 19, 2025, to fund the remaining costs of
constructing the Permanent Interconnect and the addition of 2 known components to the VPP: Ice/Trash Rake and closed loop cooling
system. There is discussion on placing a 48x24’ by 12-inch-thick slab at the VPP intake for ice/debris removal during winter operations.

Roller Dam and Canyon costs continue to be higher with the preparation, design, and planning going toward the major repairs of the
diversion intake gates. Due to changes in Grand Valley Water Users Association’s (GVWUA) plan, the Headworks Project cost has
been reduced from an estimated $12 million to just over $8 million. GVWUA is working with USBR engineers to redesign the headgate
replacement. An application has been submitted by GVWUA for $5 million in Congressional Directed Spending to help fund this project,
and a commitment of $1 million by the State. Anticipated date of construction yet to be determined based on available funding.
Increasing costs keep driving the typical 28.41% cost share of regular operation and maintenance higher.



Management’s Discussion and Analysis-Continued

At the current rate of assessment, OMID has been unable to keep up with the increasing costs of typical maintenance and repair items
District wide. This has not allowed for extraordinary repairs and maintenance of the canals and infrastructure to be planned for or
executed, and emergency situations seem to be more often and at times more severe. OMID is currently in the process of developing a
long-term System Improvement Plan working with Farmer’s Conservation Alliance (FCA) with the financial assistance of being
awarded a second Colorado Water Conservation Board Local Capacity & Technical Assistance Grant (ARPA Funds) in 2026. Building
upon the first Local Capacity & Technical Assistance Grant (ARPA Funds) issued to FCA in 2025 on behalf of OMID to pursue Pre-
development Work and a Modernization Strategy to guide the District in identifying and prioritizing projects aiding in the ability to
budget more accurately. Both of the Upper Basin Environmental Drought Mitigation (B2E) grants from the Department of the Interior
through the Bureau of Reclamation (USBR) were awarded in November 2025. OMID has successfully worked through the contracting
phase with the USBR for the Orchard Mesa Irrigation District Conveyance Upgrades for 15-Mile Reach Flow Enhancement ($10.5
million) and the Orchard Mesa & Grand Valley Metering Efficiency Project ($1.4 million). Both projects are in progress, on
schedule, and in budget with expected completion in 2029 and 2028, respectively. OMID desires the ability to line up to .5 miles per
year of its canal system. Discussion continues how to maintain the one plus miles per year trend by either raising assessments 10% and
dedicating 50% of those funds solely to canal lining and/or piping and 50% to cost of living, borrowing money from CWCB to continue
lining or a combination or both. There may also be additional increases to the assessments due to deteriorating aging infrastructure.
Grant funding is being sought after to assist OMID in addressing some critical needs and areas discovered on the Power Canal, Forebay,
Penstocks, and Pump House infrastructure with additional areas of increasing concern.

Contacting the District’s Management

This financial report provides an overview of the district’s finances. Questions concerning the information provided in this report should
be directed to the Management of the Orchard Mesa Irrigation District, 668 38 Road, Palisade, CO 81526, or by calling (970) 464-7885.



ORCHARD MESA IRRIGATION DISTRICT

Current Assets:
Cash & cash equivalents
Investments
Accounts receivable
Interest receivable
Prepaid expenses
USBR Power plant advance
Assessments receivable
Total Current Assets
Other Assets:
Restricted cash & investments
GVH LLC Equity
Capital assets
Total Other Assets
Total Assets

Current Liabilities:
Accounts payable
Accrued payroll taxes and benefits
Compensated absences payable
Tenant deposit
Accrued interest expense
Total Current Liabilities

Non-Current Liabilities:
Loan Payable -CWCB Hydro
Unearned revenue CRWCD
Unearned revenue CWCB

Total Non-Current Liabilities

Total Liabilities

DEFERRED INFLOWS
Assessment revenue

NET POSITION
Invested in capital assets
Restricted

Unrestricted
NET POSITION

STATEMENT OF NET POSITION
December 31, 2025

ASSETS

748,611
3,142,808
192,538
23,448
63,509
5,000
1,987,200

6,163,114

212,146
5,570,048
6,429,137

12,211,331

18,374,445

LIABILITIES

80,385
27,922
39,645

1,128
27,170

176,250

662,088
904,621
1,500,000

3,066,709

3,242,959

1,987,200

6,429,137
212,146
6,503,003

$

13,144,286

The accompanying notes are an integral par of these statements.
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ORCHARD MESA IRRIGATION DISTRICT
STATEMENT OF REVENUES, EXPENSES AND CHANGE IN NET POSITION
For the Year Ended December 31, 2025

Operating Revenues:

Waer Assessments $ 1,846,153
Hydro 107,243
Total Operating Revenue 1,953,396
Operating Expenses:
Administration 1,260,117
Operations 293,118
Irrigation 232,996
Professional 168,585
Hydro 58,586
Projects 13,887
Total Operating Expenses 2,027,289
Operating Income (Loss) (73,893)
Non-operating Revenue (Expense):
Specific ownership taxes 223,040
Investment income (loss) 237,904
Grant 311,919
Rental Income 13,500
Depreciation (338,864)
Gain on sale of fixed assets 20,071
Total Non-operating Revenue ( Expense) 467,570
CHANGE IN NET POSITION 393,677
Net Position, Beginning 12,750,610
Net Position, Ending $ 13,144,287

The accompanying notes are an integral par of these statements.
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ORCHARD MESA IRRIGATION DISTRICT

STATEMENT OF CASH FLOWS
For the Year Ended December 31, 2025

Increase (Decrease) in Cash & Cash Equivalents
Cash flows from operating activities:
Cash received from land owners
Other operating cash receipts
Cash payments to/for employees
Cash payments to suppliers
Net Cash Provided (Used) by Operating
Activities

Cash flows from noncapital financing activities:
Specific ownership taxes received
Net cash Provided by Noncapital Financing
Activities

Cash flows from capital & related financing activities:
BOR reimbursement
Acquisition & construction of capital assets
(Increase) Decrease in Long-term receivable
(Increase)/Decrease in restricted cash
Rental income
Net Cash Provided (Used) by Capital &
Related Financing Activities

Cash flows from investing activities:
Net (Increase)/Decrease in Investments
Investment income
Net Cash Provided (Used) by Investing
Activities
INCREASE (DECREASE) IN CASH & CASH EQUIVALENTS

Cash & cash equivalents at beginning of year

Cash & cash equivalents at end of year

The accompanying notes are an integral par of these statements.

9.

$ 1,835,838
269,512

(915,108)
(1,032,157)

158,085

223,564

223,564

218

(417,671)
2,704
180
13,500

(401,069)

(117,000)
215,409

98,409

78,989

669,622

$ 748,611




ORCHARD MESA IRRIGATION DISTRICT
STATEMENT OF CASH FLOWS - CONTINUED
For the Year Ended December 31, 2025

Reconciliation of Operating Income to Cash Provided
(Used) by Operating Activities

Operating income (Loss) (73,893)
Adjustment to reconcile operating income to net
cash provided by operating activities

Depreciation 338,864
Proceeds from sale of fixed assets 16,490
Change in assets & liabilities
(Increase) decrease in receivables (159,442)
(Increase) decrease in assessment receivable (153,900)
(Increase) decrease in interest receivable (5,359)
(Increase) decrease in prepaid expenses 25,634
Increase (decrease) in accounts payable (11,824)
Increase (decrease) in accruals 24241
Increase (decrease) in compensated absences 3,374
Increase (decrease) in deferred assessment inflow 153,900
Total Adjustments 231,978
Net Cash Provided (Used) by Operating Activities $ 158,085

Items not requiring cash:
Market adjustment on investments Loss / (Gain) (17,134)

Interest expense $ 19,303

The accompanying notes are an integral par of these statements.
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Orchard Mesa Irrigation District
Notes to the Financial Statements
December 31, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity and Contractual Arrangement
The Orchard Mesa Irrigation District (OMID) is the primary government and has no component units.

The district operates and maintains an irrigation system in Mesa County, Colorado. The district also operates and
maintains facilities to carry water to a hydroelectric power plant on the system. The district shares costs and revenues
associated with the operation of the power plant subject to a lease agreement and contract between the District, the
United States Government, Grand Valley Water Users Association, Sorenson Engineering, Inc., and Holy Cross
Energy. The Grand Valley Hydro, LLC (members consisting of OMID, GVWUA, & Sorenson Engineering, Inc.) pays
the annual lease amounts to the U.S. Government for the use of the Project Water Rights per the current 40-year term
Lease of Power Privilege Contract No. 21-LP-40-890. The district receives a certain percentage of the revenues from
the power plant and is reimbursed for its costs as outlined in the various agreements. In addition, the district pays the
Association 28.41% of the cost operating the Grand Valley diversion dam and the Government Highline Canal. These
facilities are used to deliver water to the district’s pumping plant and irrigation system.

For 10 years, beginning on January 1, 2011, the District along with the Grand Valley Water Users Association operated
and maintained the Grand Valley Power Plant, which was subject to various agreements between the District, The
United States Government, Grand Valley Water Users Association and Xcel Energy. A request to terminate the Lease
of Power Privilege Contract No. 0-07-40-P0180 for the Grand Valley Power Plant was signed in early 2026 and will
be submitted to the Bureau of Reclamation to be processed and this plant decommissioned. Per the agreement signed
and executed by both parties on October 21, 2013, between the District and GVWUA, costs will continue to be shared
at 50% for decommissioning or ongoing maintenance of the old Grand Valley Power Plant.

The new Vinelands Power Plant agreement requires annual lease payments to the United States in the amount of two
(2) mills per kilowatt-hour of gross energy produced by the VPP. The power revenue generated and sold by the
Vinelands Power Plant to Holy Cross Energy will be distributed to the District, Grand Valley Water Users Association,
and Sorenson Engineering, Inc. in accordance with the various agreements in place under this new project.

Basis of Presentation — Fund Accounting
The operations of the district are accounted for as an enterprise fund. Enterprise funds are used to account for
operations (a) that are financed and operated in a manner similar to business enterprises where the intent of the
governing body is that the cost (expenses, including depreciation) of providing goods or services to the general public
on a continuing basis be financed or recovered primarily through use charges; or (b) where the governing body has
decided that periodic determination of revenues earned, expenses incurred, and/or net income is appropriate for capital
maintenance, public policy, management control, accountability, or other purpose.

Basis of Accounting
The district uses the accrual basis of accounting. Revenues are recognized when earned, and expenses are recognized
when incurred. Operating revenues and expenses generally result from providing services in connection with the
district’s principle ongoing operations. All revenues and expenses not meeting this definition are reported as non-

operating revenues and expenses.
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Orchard Mesa Irrigation District
Notes to the Financial Statements
December 31, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES-continued
Basis of Accounting-continued

The district classifies Net Position into three components (a) Invested in capital assets, net of related debt; (b)
restricted; and (c) unrestricted as required by governmental accounting standards.

These classifications are defined as follows:

o Invested in capital assets, net of related debt — This consists of capital assets, including restricted
capital assets, net of accumulated depreciation and reduced by outstanding balances of any bonds,
mortgages, notes, or other borrowings that are attributable to the acquisition, construction, or
improvement of those assets.

e Restricted- This consists of constraints placed on Net Position use through external restrictions
imposed by creditors (such as debt covenants)’ grantors, contributors, laws, or regulations of the
governments or constraints imposed by law through constitutional provisions or enabling
legislation.

e  Unrestricted-Consists of Net Position that do not meet the definition of “restricted” or “invested in
capital assets, net of related debt.”

It is the district’s policy to first apply restricted resources when an expense is incurred for purposes for which both
restricted and unrestricted Net Position are available.

Budgets and Budgetary Accounting
The annual budget is prepared and approved by the Board of Directors in accordance with the State of Colorado’s
Financial Management Manual. The budget is submitted to Mesa County by December 15, and before December 31.
The district adopts an appropriation resolution for the next fiscal year. The Board of Directors may amend the
appropriation resolution for the next fiscal year. The Board of Directors may amend the appropriation resolution at

any time during the year if warranted by circumstances.

The district’s annual appropriations are continuing appropriations, which allows the district to expend appropriated
funds during the respective fiscal year or thereafter. Commitments, if any, related to unperformed contracts for goods
or services outstanding at year-end are not recorded as reservations of fund balances.

The budget basis of accounting differs from the generally accepted accounting principle (GAAP) basis in that
contributed capital (grants received) is included as revenue, outlays for debt retirement and acquisitions of fixed assets
are included as expenses and depreciation is excluded from expenses.

Cash and Cash Equivalents
For purposes of the statement of cash flows, the district considers all highly liquid investments (including
restricted assets) with a maturity of three months or less when purchased to be cash equivalents.

Investments
Investments are valued at fair market value. All investments held by the district are rated AAA by Standard and
Poor’s and AA+ by Moody’s rating service.

-12-



Orchard Mesa Irrigation District
Notes to the Financial Statements
December 31, 2025

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES-continued

Capital Assets
The district defines capital assets, which include property, plant, and equipment, as assets with an initial, individual

cost of at least $5,000 and an estimated useful life of more than two years. Capital assets are valued at cost except for
certain items acquired prior to January 1, 1967, which are valued at estimated cost because cost records are not
available. Depreciation is provided on the straight-line method over the assets estimated useful life, as follows:

Building, plant, and system 20 — 40 years
Vehicles 5—10 years
Equipment 3 —10 years

Compensated Absences

The district pays full-time employees for accumulated annual leave upon termination. Annual leave benefits
accumulate throughout the year and are credited to the employee on a pay period basis. Annual leave more than 160
hours must be used before January 1 of the year following the year in which it was earned, or it is forfeited.
Accumulated unpaid annual leave, up to 160 hours per employee, is accrued when incurred. Sick leave benefits
accumulate, but do not vest. Accordingly, employees do not receive compensation for sick leave benefits upon
termination. As of June 4, 2010, the District allows employees who have accumulated over 350 hours of sick leave to
convert 4 hours of sick leave earned to 2 hours of pay to be put into the employees’ Simple IRA plan. On December
31, 2025, $39,645 has been accrued.

Risk Management
The district purchased general liability and property insurance through commercial insurers to provide
coverage of all losses, claims, and judgments.

Use of Estimates
In preparing financial statements in conformity with general accepted accounting principles, management is required
to make estimates and assumptions that affect the reported amounts of assets and liabilities, the disclosure of
contingent assets and liabilities at the date of the financial statements, and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates.

Subsequent Events
Management has reviewed subsequent events through the date of the audit report. (See Note 12)

NOTE -2 CASH AND INVESTMENTS

The Colorado Public Deposit Protection Act (PDPA) requires all units of local government to deposit cash in eligible public
depositories; regulators determine eligibility. Amounts on deposit more than federal insurance levels must be collateralized.
The eligible collateral is determined by the PDPA. PDPA allows the institution to create a single collateral pool for all public
funds. The pool is to be maintained by another institution or held in trust for all the uninsured public deposits as a group. The
market value of the collateral must be at least equal to the aggregate uninsured deposits.

13-



Orchard Mesa Irrigation District
Notes to the Financial Statements
December 31, 2025

NOTE 2 - CASH AND INVESTMENTS-continued

Collateral in the pool is considered to be equal to depository insurance pursuant to definitions listed in GASB Statement No.
40. On December 31, 2025, the bank balance of the district’s deposits was $258,677, which $250,000 was covered by FDIC
and the balance, $8,677, was collateralized by PDPA (Colorado Public Deposit Protection Act). The investment money market
balances were insured under SIPC.

2025
Cash Deposits:
Cash on Hand $ 200 0.00%
Cash in Checking & Money Markets 258,677 6.30%
Investment Money Market (Schwab) 118,291 2.88%
377,168 9.19%
Investments:
FFCB 295,888 7.21%
FHLB 346,059 8.43%
U.S. Treasury Notes 2,500,861 60.94%
3,142,808 76.59%
COLOTRUST (Net Asset Value) 583,589 14.22%
Total Cash & Investments 4,103,565 100.00%
Less Restricted Cash & Investments (212,147)
Total Cash & Investments-Unrestricted $3,891,418

Colorado statutes specify investment instruments meeting defined rating and risk criteria in which local government entities
may invest. Authorized investments include obligations of the United States and certain U.S. governments agency securities;
certain international agency securities; general obligation and revenue bonds of U.S. local governments entities; bankers’
acceptances of certain banks; commercial paper; local government investment pools; written repurchase agreements
collateralized by certain authorized securities; certain money market funds; and guaranteed investments with maturities of more
than 5 years. The district’s investments on December 31, 2025, are registered in the name of the government.

The District also places money in public entity cash investment pools authorized by Colorado statutes. On December 31, 2025,
the District had $583,589 invested in the Colorado Government Liquid Asset Trust (COLOTRUST) an investment vehicle
established for local government entities in Colorado to pool surplus funds. COLOTRUST operates similarly to a money market
fund, and each share is equal in value of $1.00. Investments of COLOTRUST consist of U.S. Treasury notes, U.S. Government
Agency Securities, repurchase agreements collateralized by U.S. Treasury securities, and Commercial Papers. Designated
custodial banks provide safekeeping and depository services to COLOTRUST in connection with the direct investment and
withdrawal functions of COLOTRUST. Substantially all securities owned by COLOTRUST are held by the Federal Reserve
Bank in the account maintained for the custodial banks. The custodian’s internal records identify the investment owned by
COLOTRUST. The State of Colorado’s Division of Securities is responsible for regulatory oversight of these pools. These
pools are not required to be and are not registered with the SEC. COLOTRUST” s two funds are rated AAA by Standard and
Poor’s and Moody’s AA+ rating service.

-14-



Orchard Mesa Irrigation District
Notes to the Financial Statements
December 31, 2025

NOTE 2 - CASH AND INVESTMENTS-continued

The district categorizes its fair value measurements within the fair value hierarchy established by generally accepted accounting
principles. The district’s investments, other than COLOTRUST, are classified as Level 2 of the fair value hierarchy. Level 2
values are inputs other than quoted prices included in Level 1 that are observable for an asset or liability, either directly or
indirectly. Level 2 inputs include prices for similar assets, quoted prices for identical or similar assets in markets that are not
active, or other inputs that are observable or can be corroborated by observable market data the full term of the asset. The
district has no Level 1 investments (investments valued using prices quoted in active markets for identical securities) or Level
3 investments (investments valued using significant unobservable inputs).

NOTE 3 - ASSESSMENT RECEIVABLE

Assessments for 2025, collectible in 2025, were assessed in November 2024 and certified by the Mesa County Commissioners
before December 31, 2024. These assessments attach as an enforceable line on January 1, 2025, and are due in total April 30,
2025, or in equal installments February 28, 2025, and June 15, 2025, at the option of the payor. Assessments are considered
fully collectible.

Assessments for 2025, collectible in 2025, are shown as assessments receivable and deferred inflow of resources on the
statement of net position in the amount assessed.

NOTE 4 — CAPITAL ASSETS

Capital assets consist of the following:

Balance Balance

1/1/2025 Additions Disposals 12/31/2025
Buildings & Improvements $ 482,553 $ - $ - $ 482,553
Irrigation System 13,937,504 74,229 - 14,011,733
Vehicles 399,965 56,775 (14,144) 442,596
Operating Equipment 615,079 102,987 (29,696) 688,370
Office Furniture & Fixtures 28,848 - - 28,848
" 15,463,949 233,991 (43,840) " 15,654,100

Less Accumulated Depreciation (9,126,557) (338.,864) 42,425 (9,422,996)
6,337,392 (104,873) (1,415) 6,231,104
Projects in Process - 183,679 - 183,679
Land 14,354 - - 14,354
Net Capital Assets $ 6,351,746 $ 78,806 $ (1,415 $ 6,429,137
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Orchard Mesa Irrigation District
Notes to the Financial Statements
December 31, 2025

NOTE 5 - UNEARNED REVENUE CRWCB AND CWCD

During 2013, the District entered into agreements with the Colorado River Water Conservation District (CRWCD) for $904,621
and the Colorado Water Conservation Board (CWCB) for $1,500,000. The funds, and any interest earned on the funds, are to
be used, over a period of 50 years, to pay for qualifying expenses related to improvements as per the agreement. The district
must use any interest earned on the funds before accessing the principal. The district must submit an annual work plan and
budget to the State by December 31 of each year under the terms of the agreements.

NOTE 6 — RESTRICTED NET POSITION

The District, jointly with the Grand Valley Water Users Association, is required by the terms of the Lease of Power Privilege
agreement with the United States Bureau of Reclamation to create the LOPP Payment Reserve and the Operation and
Maintenance accounts. The LOPP Payment Reserve account is required to be funded at $40,000 within the first year and for
the first five calendar years after the beginning of commercial operations. After the fifth full calendar year the amount held in
this account is to be increased annually to reflect the current indexed lease payment. The Fund shall be determined based upon
the average of the previous five (5) years’ gross generation multiplied by the most recent year’s indexed lease rate. Funds from
this reserve may be used and replenished according to conditions stated in the agreement. The Operation and Maintenance
Reserve account shall also be funded in an amount to cover the annual costs of labor, insurance, property taxes, utilities, and
scheduled maintenance.

The district established a $50,000 reserve account as required by the Orchard Mesa Canal Automation Improvements contract
with the United States Bureau of Reclamation. The balance on December 31, 2025, is $51,957.

NOTE 7 — Simple IRA

The district has a Simple IRA plan, which is administered by American Funds, for employees. Employees can contribute up to
12% of their gross wages and the district must match the contribution up to 3%, but not less than 1% in no more than two out
of every five years. During the year-end December 31, 2025, the District contributed $22,360 to the Plan. The employees are
100% vested in both the district’s contribution and their own contribution from the time contributions are made. The District’s
Board of Directors has the ability to suspend and make changes (within IRS guidelines) to the plan at any time with sufficient
notice to employees. The employee can elect to drop out or suspend their contribution upon notifying the District. There were
no unfunded contributions at year-end.

-16-



Orchard Mesa Irrigation District
Notes to the Financial Statements
December 31, 2025

NOTE 8 - MAJOR CONTRACTS
In March 2021, several agreements were entered into regarding the new Vinelands Power Plant which are still in effect.
i. Operating Agreement for Grand Valley Hydropower LLC (the contemplated entity to construct and own the
New Vinelands Power Plant).

ii. Vinelands Hydro Project Agreement (the agreement between the District, GVWUA, and Sorenson
Engineering which details the respective rights and obligations of each party).

iii. Convertible Promissory Note (the document which creates the legal mechanism by which the District and
GVWUA can pass through the approved grant funding to Sorenson Engineering for the construction of the
New Vinelands Power Plant and by which the district will each become 25.5% owners in the New Vinelands
Power Plant).

iv. Interconnection Agreement (the agreement which sets forth the agreement between the District, GVWUA
and Sorenson Engineering regarding the funding, construction, and ownership of a new interconnection from
the New Vinelands Power Plant to Xcel facilities if necessary).

v. Construction Agreement between Sorenson Engineering and Grand Valley Hydropower LLC (the agreement
for the design and construction of the New Vinelands Power Plant).

Vi. Power Purchase Agreement between Grand Valley Hydropower LLC and Holy Cross Energy (the agreement
by which energy from the New Vinelands Power Plant will be purchased).

NOTE 10 - LOAN PAYABLE-CWCB

The District, as part of its share of the Grand Valley Hydro project, acquired a loan from Colorado Water Conservation Board,
for $1,076,660. Origination fees were 1% of the loan amount or $10,660, which is included in the $1,076,660. The loan carries
an interest rate of 2%, and the loan term is for 30 years. Principal and interest are due annually. As of December 31, 2025,
$662,088 has been advanced against the note and the first payment date has not been determined. Accrued interest of $27,170
has been calculated from the date of the first draw, February 22, 2022, until December 31, 2025.

NOTE 11 - GRAND VALLEY HYDRO EQUITY

In December 2025, the District received its first payment on the promissory note from Sorenson. (A member of GVH LLC).
The payment was $45,270. The payment was broken down into a principal amount of $25,967, and interest of $19,303.

In 2024, the first conversion of ownership was finalized. The District’s share of the conversion value was $551,023. This
represents 10% ownership.

The next conversion of ownership is scheduled to take place between March 1, 2028, and May 30, 2028, at which point the
District will have an ownership of 25.5% in the LLC.

On December 31, 2025, the District has an investment in the Grand Valley Hydro, LLC., of $5,570,048. Actual capital outlays
of $5,648,407 and collection on note receivable of $78,359.
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Orchard Mesa Irrigation District
Notes to the Financial Statements
December 31, 2025

NOTE 12 — SUBSEQUENT EVENTS

Between March 1, 2028, and May 30, 2028, the District will receive the final conversion of ownership in the Grand Valley
Hydro, LLC. The Districts ownership will be at 25.5% upon the final conversion. The ownership of the Grand Valley Hydro,
LLC, will consist of the District and two other members: Ted Sorenson, and the Grand Valley Water Users Association.

The final conversion amount, as of December 31, 2025, will be $968,753.
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ORCHARD MESA IRRIGATION DISTRICT
STATEMENT OF REVENUES & EXPENSES

BUDGET & ACTUAL (NON-GAAP BUDGETARY BASIS)

For the Year Ended December 31, 2025

Revenues
Water assessments
Operations
Hydro
Projexts
Investment income

Expenses
Administration
Operations
Irrigation
Professional
Hydro
Projects
Capital outlays

EXCESS OF REVENUE OVER (UNDER) EXPENSES
Adjustments to budgetary basis:
Less:
Depreciation
Add:
Capital outlay, capitalized

CHANGE IN NET POSITION
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Original & Variance
Final Favorable
Budget Actual (Unfavorable)

$ 1,843,500 $ 1,866,224 $ 22,724
190,000 236,540 46,540
180,000 107,243 (72,757)
646,000 311,919 (334,081)
115,000 237,903 122,903

$ 2,974,500 2,759,829 $ (214,671

$ 1,303,200 $ 1,260,117 $ 43,083
343,500 293,118 50,382
250,000 232,996 17,004
133,500 168,585 (35,085)

16,000 58,586 (42,586)
- 13,887 (13,887)
962,800 440,876 521,924
$ 3,009,000 2,468,165 $ 540,835
291,664
(338,864)
440,876
5595676



