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News Flashes

Capital Credit Allocation 
Notices were mailed in May

In March, the Board of Directors approved the 
margin allocations for 2014.  Margins are the result 
of subtracting the cooperative’s expenses from the 
revenues.  Any amount not used to cover expenses, is 
allocated back to you, our member-owner, according 
to our bylaws. This year the amount approved for 
allocation to the membership is $530,022.91. Every 
year the board reviews the activities of the cooperative 
to determine if a patronage retirement will be allowed.  
Harrison County REC has distributed a total of 
$3,739,244 in cash payments of patronage retirement 
to its members since organizing in 1936.

Lifetime Achievement Award presented 
to Small’s Fruit Farm of Harrison County

Small business spotlight
 – Harrison County Development Corporation

Five generations of Smalls have worked on the 33 acre orchard east 
of Mondamin that is nestled along the Loess Hills of Harrison County.  
In 1894, Jim Small’s great great grandfather came to this area and 
purchased apples that he found to be extremely exceptional and returned 
the following year to purchase the land. Little did he know, his endeavor 
would become a popular area agri-tourism attraction. From strawberries 
in June, through the fall with the many vegetables and fruits, Small’s 
Fruit Farm has a growing list of nationwide customers.

Whether you take a ride through the orchard, watch cider being made 
or have a piece of pie and ice cream in the Pie Parlor, you can always 
find something to see and do at the orchard. The annual Fall Festival held in October grows each year and the new 
pavilion and Apple Chapel are ready for weddings, vow renewals, anniversaries, and other special events.

Working and giving back to the area go hand in hand for the Small family. They see the value in working to 
promote the area and enhance the quality of life for Harrison County’s citizens. Over the years various members 
of the family have served on the Harrison County REC board and the NIPCO board as well as being involved 
with Harrison County Development Corporation to name a few. Jim and Renee Small are currently part of the 
Leadership Harrison Class of 2015. The Small family is grateful for the continued success that the orchard has 
seen and looks forward to many more years of being an integral part of Harrison County.

about the cost of your electric service, 
please consider that with your co-
op membership, you are investing 
in quality service, responsible 
governance, community stewardship, 
and environmental responsibility – 
all at the lowest cost consistent with 
sound financial operation. Co-ops 
exist to serve our member-owners 
and for no other reason. Our core 
mission involves primarily two things: 
providing reliable, affordable, and 
environmentally responsible electricity 
and doing so with the best quality of 
service we can.
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Harrison County
Rural Electric 

Cooperative office
will be closed

Friday, July 3rd
to observe

INDEPENDENCE
DAY.

Please call
800-822-5591
or 647-2727

for outages or
emergency service.

Plan Clearances around Grain Bins
When starting to plan for a new grain bin or move an existing 

bin, contact Harrison County Rural Electric Cooperative, 647-
2727 or 800-822-5591, and our power supplier, Northwest 
Iowa Power Cooperative, 712-546-4141, to ensure you of 
meeting the National Electric Safety Code requirements.  We 
will provide assistance in planning for a safe environment for 
everyone working and living around grain bins.

Iowa law requires specific clearances for electric lines around 
grain bins, with different standards for those filled by portable 
augers, conveyors and elevators, and permanent equipment.  
The Iowa Electric Safety Code found in Iowa Administrative 
Code Chapter 199 – 25.2 (3) b states:  An electric utility may 
refuse to provide electric service to any grain bin built near 
an existing electric line which does not provide the clearances 
required by the American National Standards Institute (ANSI) 
C2-2012 “National Electrical Safety Code”, Rule 234f.  This 
paragraph “b” shall apply only to grain bins loaded by portable 
augers, conveyors or elevators and built after September 9, 
1992, or to grain bins loaded by permanently installed augers, 
conveyors, or elevators installed after December 24, 1997.  
This language has been adopted by the Iowa Utilities Board.

Harrison County Rural Electric Cooperative is required 
by the Iowa Utilities Board to provide this annual notice to 
farmers, farm lenders, grain bin merchants, and city and county 
zoning officials.  The drawings on this page show the specific 
clearance regulations - or what needs to be done before you 
begin placing a new grain bin or moving an existing bin.  Again, 
please call Harrison County Rural Electric Cooperative, 647-
2727 or 800-822-5591, with questions concerning clearance 
regulations.

Placing Value on the 
Cooperative Way of 
Providing Service
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Placing Value on the Cooperative Way of Providing Service

F. Joe Farley
Manager/EVP

We are sometimes asked, “Why are 
your rates higher than the investor-owned 
utility serving the area?” There are several 
reasons why electric cooperative rates might 
be higher than neighboring utility rates – 
and many of these reasons have to do with 
the different ways that electric service is 
provided in this country.

As a member-owner of a rural electric 
cooperative (REC) you receive service from one of 
America’s three primary types of electric service providers. 
The other two are investor-owned utilities (IOUs) and 
municipal owned utilities (munis). We think it is helpful to 
take a few minutes and remember the value you receive and 
the benefits you enjoy by being a member of a rural electric 
cooperative. 

The business model for each type of electric service 
provider is distinctly different.
• Investor-owned utilities are just that. They are owned, 

not by those who receive electric service from them, but 
rather by investors who buy stock in the utility and expect 
a return on their investment. An investor’s emphasis is on 
profits, not on excellent service and low cost.

• Municipal utilities are owned by and serve the cities and 
towns they are situated in, but often are also responsible 
for providing a revenue stream for the city to subsidize 
other services and projects within the community. So 
electric rates may well be set higher than if they were 
only recovering the cost of providing electric service.

• Electric cooperatives are owned by the people who receive 
service from them. These member-owners elect a board 
of directors who are their representatives in cooperative 
governance. And members receive an allocation of any 
profits or margins achieved by the cooperative every year.
Let’s look at some detailed comparisons between the 

three types of electric utilities:
• The average investor-owned utility in America serves 

about 540,000 consumers. The average for a municipal 
is about 10,800 and an average REC serves about 22,800 
consumers.

• Across the country, IOUs serve 73% of the nation’s 
electric consumers with only 48% of the total miles 
of distribution line. According to the University of 
Wisconsin Center for Cooperatives, there are 864 
distribution cooperatives delivering 10% of the nation’s 
electricity to consumers. Electric cooperatives serve 12% 
of the nation’s electric consumers, but own and maintain 
42% of electric distribution lines covering 75% of the 
country’s land mass. This is a huge endeavor for our 
industry.

• On average, a typical municipal receives about $113,301 
in revenue from a mile of distribution line. An IOU 
receives about $75,500 per mile, while an REC receives 
only $14,938 per mile of distribution line.
We are sometimes asked why the cost of electricity is 

often somewhat higher at an electric cooperative than at a 
neighboring IOU or municipal system? The short answer 

is simply density. Density means the number of customers 
served (and the number of customers who pay for that 
service) per mile of line.

Your cooperative serves approximately 3.4 meters per 
mile of distribution line. Contrast this with the average 
density for an IOU in Iowa (34 services per mile) and Iowa 
municipals (48 services per mile). If we assume that a mile 
of similar electric distribution line costs about the same for 
all utilities, this creates quite a challenge with regard to 
building and maintaining that line so that you, the member-
owner can have safe and reliable electric service. And this 
is why rural America was “in the dark” in the 1930s long 
after most towns and cities had electricity – the IOUs of the 
period did not see economic benefit in extending service 
over long distances to serve a small farmstead. So the Rural 
Electrification Act allowed local citizens to organize their 
own cooperative electric service provider to serve themselves 
– the cooperative business model was then and still is the 
best way for local people to ensure safe, affordable, reliable 
electric service.

It is easy to forget the fact that Iowa cooperative members 
over the past 80 years have made the investment required 
to bring electric service to rural areas, and because of that 
fact, Iowans today can choose to live anyway they desire 
– even the most remote part of the state. But, as you can 
imagine, electric service today continues to be more costly 
per customer when customers are spread over large rural 
areas than when they are concentrated in small urban areas.

For over 75 years cooperatives across the country 
have met the challenge of being self-sufficient, resilient, 
and innovative in meeting the needs of our respective 
communities. People often choose to live within REC 
service areas because of the value rural living provides, not 
necessarily because rural living is less expensive.

What is the value you receive for the dollars you spend 
for rural electric service? Let’s take a look.
•	 Ownership – as a cooperative member you have an equal 

share in the ownership of your cooperative. Your $5.00 
membership provides you as much membership privilege 
as any other member-owner – and the same vote as 
any other member, no matter how small or large your 
patronage might be.

•	 Democratic participation – as a member-owner you have 
a voice in electing your own directors from among the 
membership. Directors are members of the cooperative 
who are nominated and elected only by the members. 
Member-owners always have a voice.

•	 Patronage – As a member-owner of your cooperative you 
benefit from the return of patronage capital. Patronage 
capital, also called margins, for any given year is the 
difference between that year’s operating income and 
operating expense. Your cooperative is a not-for-profit 
business. Margins are allocated annually to each member 
based on individual usage, and are refunded to members 
when the cooperative is financially able. To date, the 
cooperative has returned over $3,739,200 since our 
inception.

•	 Reliability – RECs across the country 
regularly rank highest among electric utilities 
with regard to lower outage times and outage 
frequency. Your cooperative’s reliability 
history is shown in the chart below.

•	 Firm power – Your cooperative is a member 
of Northwest Iowa Power Cooperative, 
which is a member of Basin Electric 
Power Cooperative. Both of these are also 
cooperatives, owned by the distribution 
cooperatives who receive service from them. 
Long term firm power contracts provide 
for an adequate and consistent supply of 
electricity to meet your needs. While we 
continually work to provide the lowest 
cost power we can to our member-owners, 
other important goals must also be balanced 
against this one, goals such as firm and long-
term supply, diversified generation assets to 
hedge our power supply options, reliability 
of service, and sensitivity to the environment.

•	 Local management – Your cooperative is local. Our board 
is elected from within the membership. Our directors, 
manager, and most of our employees are members and 
receive the same service and pay the same rates as any 
other member. As a member-owner you have assurance 
that your cooperative is being managed locally.

 Let’s talk about your cooperative’s costs.
As stated earlier, our cost to build a mile of distribution 

line is much the same as that of any other utility. The cost 
of poles, conductor, hardware, and labor associated with 
building a mile of line to serve similar loads is similar. When 
your cooperative builds a mile of line, the costs of maintaining 
that line must be recovered from about only 3.4 services 
within that mile. An IOU will likely have about 34 services 
within that same mile. And a municipal electric system has 
even more services typically. So you can quickly see the 
challenge we face. Your cooperative still has to energize 
and maintain each mile of line with equipment, tools, and 
a qualified and highly skilled labor force. Maintaining a 
high degree of safety and environmental responsibility for 
members and employees also comes at a cost.

Density aside, there is also the challenge of load diversity. 
Many investor-owned utilities and municipals serve far more 
commercial and industrial customers than most RECs. In 
most instances, these “C & I” loads are concentrated near 
larger cities and towns, which are typically served by the 
IOUs and municipals. Commercial and industrial electric 
loads generally consume much more electricity – and in 
some cases might provide a subsidy allowing lower rates 
for residential customers. Many rural electric consumers 
are lower-use residential loads. We simply do not have the 
volume of kilowatt-hour sales to spread our costs across.

Typically, 57% of an REC’s annual sale of kilowatt-hours 
is to residential consumers while our counterparts, the IOUs 
and municipals, are 36% and 37% respectively.

Although it may be difficult to see, costs for compliance 
with federal and local environmental and emission standards 
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UNIT PRICES *
   %
 1995 2015 increase

Electricity (per kWh) $ 0.09 $ 0.14 51%

White Bread (per lb.) $ 0.78 $ 1.94 149%

Milk (per gal.) $ 2.47 $ 3.46 40%

Peanut butter (per lb.) $ 1.85 $ 2.62 42%

Gasoline (gal.) $ 1.33 $ 2.87 116%

Potatoes (per lb.) $ 0.36 $ 0.64 78%

Frozen orange juice (per 12 oz. can) $ 1.63 $ 2.68 64%

Beer (per 16 oz.) $ 0.80 $ 1.32 65%

Natural gas (per therm) $ 0.63 $ 0.99 57%

Bacon (sliced per lb.) $ 1.89 $ 5.37 184%

Eggs (larger per dozen) $ 0.83 $ 2.13 157%

100% ground beef (per lb.) $ 1.37 $ 4.20 207%
Source: U.S. Bureau of Statistics -
   http://data.bls.gov/pdq/SurveyOutputServlet

do have an effect on the cost to serve. Our power provider 
has accepted the responsibility to meet the standards for 
clean emissions and environmental responsibility, and these 
costs have already begun to be reflected in their charges to 
your cooperative, and therefore our charges to you. When 
comparing costs, bear in mind that some other electric service 
providers are just now beginning to push these costs down to 
the rate payers.

As a member-owner of your electric cooperative, you do 
enjoy a lot of value for what you pay for your electric service. 
When compared to the costs of other common food and 
energy goods, the cost of electricity has experienced nearly 
the lowest inflation since 1995 according to the U.S. Bureau 
of Statistics.

If a business student at a college would examine our busi-
ness struc-
ture and 
o p e r a t i n g 
practices he 
or she might 
well con-
clude that 
our rates 
should even 
be higher 
when com-
pared to the 
advantages 
in density 
and load 
d i v e r s i t y 
IOUs and 
m u n i c i p a l 
utilities en-
joy.

W h e n 
you think 


