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 Cooperatives exist to meet a need that was 
previously unmet in the community, and improve 
the quality of life and plan for the future needs of 
our member-owners. The cooperative business 
model is unique and it puts you, the member-
owners, first by always having your best interest in 
mind to enrich the lives of those living and working 
in the communities we serve.  Just like 80 years ago 
when member-owners came together to bring 
power to the rural areas where other utilities did 
not find it economically feasible.  
 By Standing Strong and Standing 

Together, member-owners did things that might 
otherwise be impossible or difficult to achieve.  As a 
Touchstone Energy Cooperative, we are committed 
to the four core values that are the foundation of 
the service we provide our member-owners – it’s 
the cooperative difference. 

INNOVATION
 Your Cooperative has been a leader and 
invested in state-of-the-art technology and 
innovative solutions to better serve our member-
owners and meet their needs. These technology 
initiatives include Automated Meter Infrastructure, 
Automated Mapping/Facility Management/
Graphical Interface Systems, Outage Management 
System, Supervisory Control and Data Acquisition, 
and Distribution Automation.  Over the past 33 
years, our energy sales and system demand have 
increased over 300 percent, while increasing system 
reliability and most importantly keeping “Safety 
First – Always” a priority. 
  We also offer many member-benefit 
programs that promote energy efficiency and load 
management savings, eight different bill payment 
options and numerous other valuable programs. 

Energy Efficiency Savings 

  

COMMITMENT TO COMMUNITY 
 Your Cooperative is dedicated to making 
our communities a better place to live and work 
by taking a leadership role in community and 
economic development projects. Iowa Lakes 
Electric Cooperative is an active partner in local 
economic development groups encouraging our 
local businesses and communities to expand 
and grow though USDA Rural Economic and 
Development Loans programs.  

USDA Rural Economic Development Loan Program
30 years of Economic Impact 

IMPACT INFO USDA LOANS
Loans Made  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 37
Amount Financed .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . $8,935,067
Jobs Created  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 218
Jobs Retained .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  . 525
Total Project Investment $48,949,143

  Iowa Lakes Electric Cooperative received a $300,000 
USDA Rural Economic Development Grant and provided a 
$60,000 match that was loaned to the Iowa Lakes Corridor 
Future Fund at 0% interest for 10 years for a 30,000 square 
foot spec building located on 4 .7 acres of land in the East 
Lake Industrial Park in Spirit Lake .

COMMENTS 
FROM YOUR 

PRESIDENT/CEO
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 Your Cooperative’s employee team is 
also dedicated to the communities they live 
in by educating students about safety and the 
environment, as well as generously donating 
time, energy and resources to charities, schools 
and community.  

n Volunteer Hours - Employees and 
directors volunteered a total of 3,905 
hours, exceeding your Cooperative’s 
corporate goal of 3,500 hours. 

n Operation Round Up - $28,500 was 
granted to 11 nonprofit organizations

 This commitment to our communities is 
evident in both the success of the Operation 
Round Up program and the number of volunteer 
hours your board of directors and employee team 
gave back to their communities during 2018.  
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MARGIN REBATES/DEFERRALS

INTEGRITY
 Not only do we make sure your board 
of directors has access to training, your 
Cooperative has a proactive safety culture, 
with the goal of sending each employee back 
home every day. We know that a strong 
safety culture doesn’t just happen on its own; 
it’s a product of intentional training and 
proactive education. We live by the saying 
that “a trained lineman is a safer lineman.”  
 One way to measure our safety program 
is by our experience modification rate.  This 
number is used by insurance companies to 

gauge both past cost of injuries and future 
chances of risk.  An experience modification 
rate of 1.0 is considered the industry average 
and the lower the experience modification 
rate, the lower worker compensation 
insurance premiums.  

n Your Cooperative’s experience 
modification rate for 2019 is 0.76, 
saving your Cooperative $48,411 in 
worker’s compensation premiums.  

n After the National Rural Electric 
Cooperative Association and Federated 

Rural Electric Insurance Exchange 
introduced the Commitment to Zero 
Contacts initiative in April 2018, 
your Cooperative was one of the first 
Cooperatives to sign our commitment 
form to join this initiative.  The 
Commitment to Zero Contacts is 
an initiative designed to provide 
cooperatives with ideas and resources 
needed to help eliminate serious injuries 
and fatalities due to electrical contact and 
enhance co-op safety programs.  
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Your Cooperative has invested in building and 
maintaining local service centers throughout 
our service territory along with intuitive software 
programs to help us become an industry leader in 
reliability keeping the lights on year-after-year, 
99 .99 % of the time . 

IOWA LAKES ELECTRIC MEMBERS 

Charitable 
Foundation
OPERATION ROUND UP IN ACTION

Your director accomplishments in education:
n 4/14 directors achieved Director Gold
n 8/14 directors achieved Board 

Leadership
n 13/14 directors achieved Credentialed 

Cooperative Director

ACCOUNTABILITY
 Cooperatives are locally governed 
with an elected board that actively 
participates in setting policies and 
making long-term decisions. We hold 
open and fair director elections and we 
make sure our directors have access to 
training and education opportunities so 
they can make informed decisions and 
manage fiduciary responsibilities on 
your behalf.  
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Deferred Electric Revenue Rebate

Electric Margin Rebate

INTEGRITY
 As a not-for-profit electric Cooperative, we 
deliver energy to our member-owners and at the 
end of the year, any over collected margins are 
returned to the member-owners, unlike investor-
owned utilities that typically distribute its profits to 
investors across the nation or even the world – not 
necessarily to those it serves. 
 Another benefit of being a member of Iowa 
Lakes Electric Cooperative is sharing in the profits 
or margins that remain after year-end.  Your 
Cooperative returns not only the traditional 

patronage dividends that are normally repaid 
to member-owners after 15 years and used as 
operative capital for the Cooperative, we also return 
margins in the form of rebates to member-owners 
from the prior year. A historical $1.4 million in 
margin rebates for the year 2018 was immediately 
returned to the membership in March 2019. Since 
the margin rebate program was initiated in 1994, 
your Cooperative’s board of directors has returned 
approximately $9.5 million to member-owners.  
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 Corn Belt Power Cooperative has always put its 
members first. In order to carry on that tradition, 
Corn Belt Power is “Transforming How We Serve.” 
As our industry transforms, we too must transform 
with it to maintain a high level of service to our 
members. 
 In 2018, we were able to mitigate the impact of 
Duane Arnold Energy Center’s (DAEC) pending 
closure because of our strong relationship with 
Basin Electric Cooperative as a Class A member. 
DAEC is closing not as a result of environmental 
or safety concerns, but simply economics. With 
the low cost of natural gas, coal and wind, the once 
steady, affordable nuclear energy is priced-out in 
the market. 
 Corn Belt Power’s 10 percent stake in DAEC 
amounts to 60 megawatts of generation. DAEC 
made up about one-in-a-half percent of Corn Belt 
Power’s generation in 2018. Our relationship with 
Basin Electric will ensure our members’ power 
generation needs are met now and into the future. 
As a Class A member, Corn Belt Power is able to 
pull from Basin’s larger generation portfolio. That 
is a good thing for members now and in the future.
 Power generation is just one facet of Corn Belt 
Power’s business. Transmission is also undergoing 
a transformation. Corn Belt Power and its crews 

are in the middle of a major transmission system 
overhaul. These projects enhance reliability and 
keep cost low. In some places, optical ground wire 
has also been installed on the transmission structure 
in place of the static wire. Fiber enhances reliability 
of the system that allows us to communicate with 
devices across our service territory. 
 The finance and accounting portion of our 
business wasn’t spared from transformation in 
2018. Late in the year, Corn Belt Power’s board 
approved a change to the cooperative’s articles of 
incorporation. The change allows for Corn Belt 
Power to bypass statutory surplus when retiring 
Basin Electric patronage. This allows Corn Belt 
Power to return money to member-cooperatives 
in a more timely manner. 
 Approximately 85 percent of Corn Belt Power’s 
costs come from Basin Electric. Though Basin 
Electric also went through many transformations 
in 2018, Corn Belt Power’s board of directors were 
able to keep rates stable.
 While many changes are taking place across 
our business, Corn Belt Power’s dedication to its 
members will remain the same. We are here to 
serve the owners of this cooperative and that will 
always be our mission. 

JERRY
BECK
DIRECTOR 
REPRESENTATIVE

 REPORT FROM
CORN BELT POWER 
COOPERATIVE

STANDING

STANDING TOGETHER AS 
OUR INDUSTRY TRANSFORMS

IOWA’S ONLY 
NUCLEAR PLANT 
TO CLOSE IN 2020

In July, it was announced that 
the Duane Arnold Energy Center, 
Iowa’s only nuclear power plant 
located near Palo, would cease 
operations in 2020 instead of 
operating through its 2034 
license . The premature closure 
is due to cheaper forms of 
energy — primarily renewables 
such as government subsidized 
wind and solar . Iowa Lakes 
Electric Cooperative’s wholesale 
power supplier, Corn Belt Power 
Cooperative, owns 10 percent of 
the well-run nuclear power plant 
that provided a reliable source 
of emission-free power that is 
available 24/7 . 
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TRENT
WILL

DIRECTOR
REPRESENTATIVE

 
REPORT FROM

NORTHWEST
IOWA POWER
COOPERATIVE

STANDING

STANDING TOGETHER AS NIPCO 
CELEBRATES ITS 70TH ANNIVERSARY

 On a cold day in January 1949, NIPCO 
was founded by 13 rural electric cooperatives 
to bring affordable electricity to rural western 
Iowa. While the obstacles that challenged the 
area’s electrification efforts were daunting, 
NIPCO’s founders possessed a vision to 
create an organization that would secure the 
reliable and affordable power supply and 
construct and maintain a state-of-the-art 
electric transmission system that would serve 
the membership for generations. The faces and 
challenges have evolved over the years, but 
NIPCO remains focused on these core services. 
In its 70th year, NIPCO staff continues to 
dedicate resources toward ensuring the safe, 
reliable, affordable, and responsible delivery of 
power to its members.

UPGRADING AND 
STRENGTHENING THE 
SYSTEM.
 NIPCO’s transmission system has 
approximately 415 miles of 69kV transmission 
line that are 50 years or older and 14 
transmission substations that are 45 or more 
years old. In 2017, an ambitious plan was 
developed that will rebuild 40 miles of 69kV line 
and upgrade two transmission substations per 
year. To date, NIPCO crews have completed 
45 miles of transmission line and are nearing 
completion of four substation upgrades. 
These improvements enhance resiliency 
against threats such as weather, integrate 
newer technologies to improve reliability 
and communication between transmission 
infrastructure and NIPCO’s control center, 
and increase capacity of NIPCO’s electric grid 
to better serve economic growth within our 
service territory.    

SECURING ITS 
INFRASTRUCTURE.
 NIPCO works hard to educate and inform the 
Board on the protection and security of its system 
from potential threats. Grid security is nothing 
new, but staying ahead of forces, both man-made 
and naturally occurring, requires us to work closely 
with other utilities to implement rigorous security 
standards and technology to protect our systems, 
respond to incidents, and to share information with 
each other about potential threats and vulnerabilities. 
Diligence is NIPCO’s first line of defense to ensure 
affordable, reliable and secure electricity. To this 
end, investments into ongoing staff training and 
improvements in technology and platforms used to 
safeguard NIPCO’s transmission system is a high 
priority for NIPCO’s staff and Board of Directors. 

EXPANDING FIBER OPTICS TO 
IMPROVE RELIABILITY.
 During the 1990’s, NIPCO recognized the 
importance of a fiber optic network that would allow 
for the exchange of power delivery information 
between NIPCO’s sub- and switch stations with its 
Control Center. A quarter-century later, fiber optics 
continue to provide a “telemetry superhighway”. This 
telemetry is used to identify operational conditions, 
perform diagnostics, and remotely, operate key 
infrastructure to improve safety and reliability across 
the system while reducing costs associated with basic 
system maintenance. Reliance on fiber technology 
and the knowledge NIPCO has developed over the 
years has led NIPCO to expand this technology to 83 
substations and switches within the NIPCO service 
territory. Investments by NIPCO into this solid 
technology will not only allow NIPCO to improve 
reliability of service but will also provide Iowa Lakes 
with opportunities to explore additional value-added 
services to our members.
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“UNITY IS STRENGTH…
WHEN THERE IS TEAMWORK 

AND COLLABORATION, 
WONDERFUL THINGS 

CAN BE ACHIEVED.” 

– MATTIE STEPANEK



“UNITY IS VISION; 
IT MUST HAVE BEEN 

PART OF THE PROCESS 
OF LEARNING TO SEE.” 

– HENRY ADAMS
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 It’s no secret that Iowa’s electric cooperatives 
face challenges and opportunities in an evolving 
industry. The Iowa Association of Electric 
Cooperatives (IAEC) exists to support and 
strengthen the voice of our members through 
collaborative leadership and expertise centered 
around the cooperative principles. Below are some 
2018 highlights from our various departments 
within the Association.

SAFETY & LOSS CONTROL
 As we reinforce a proactive safety culture 
among our members, we know that effective 
education is essential to that goal. We encourage 
our member co-ops to enroll in the national 
Commitment to Zero Contacts initiative from the 
National Rural Electric Cooperative Association 
(NRECA) and Federated Insurance, which aims 
to provide co-op staff with resources to enhance 
safety programs and help eliminate serious injuries 
and fatalities caused by electric contact. IAEC’s 
safety team nurtures a proactive culture of safety 
through jobsite observations, Rural Electric Safety 
Achievement Program inspections and monthly 
safety meetings with our member co-ops. We also 
step in to conduct thorough incident investigations 
when needed and work to use those situations as 
learning opportunities.

REGULATORY AFFAIRS
 Our committed and experienced regulatory 
affairs team provided resilient and relevant 
service to members in 2018. The team effectively 
identified and monitored federal issues, including 
the rescinding of the Clean Power Plan and its 
replacement proposal of the Affordable Clean 
Energy rule and issues arising from the Endangered 
Species Act related to the monarch butterfly. The 
IAEC regulatory team remains actively engaged 

with Volkswagen’s Clean Air Act civil settlement 
with the EPA and the potential impact on Iowa’s 
electric cooperatives in regard to developing 
electric vehicle charging stations in the state. 

GOVERNMENT RELATIONS
 IAEC’s government relations team achieved 
many successes on behalf of our members in 2018. 
On the state level, we championed favorable utility 
legislation in the comprehensive energy bill that 
protects local governance and member-owner 
control of Iowa’s electric cooperatives. We also 
supported further expansion of the state’s move 
over or slow down law, which now applies to any 
stationary vehicle on the side of the road with 
flashing lights activated. Passage of the critical 
infrastructure bill establishes severe penalties 
for those who would disrupt or damage electric 
infrastructure and helps our members maintain 
safe and reliable service. IAEC also supported Gov. 
Reynolds’ Future Ready Iowa legislation, which 
will help prepare Iowa’s workforce for the jobs of 
the future; this fits squarely with our cooperative 
commitment to rural economic development.

EDUCATION & TRAINING
 Relevant education and training are essential 
as we prepare for an industry in the midst of 
major change. This past year, 2,500 cooperative 
directors and employees participated in more 
than 50 separate training events organized by 
IAEC. These conferences and workshops provide 
valuable learning opportunities so cooperative 
staff and leaders can adapt as technology and 
consumer needs evolve. IAEC recently formed 
an IT advisory committee to assist in developing 
the needs for the membership on technology and 
cybersecurity issues, which includes members from 
all distribution and G&T cooperatives.

NEAL
HELDT
DIRECTOR 
REPRESENTATIVE,
DISTRICT 7

 IOWA 
ASSOCIATION 
OF ELECTRIC 
COOPERATIVES

STANDING

STANDING TOGETHER IN
OUR EVOLVING INDUSTRY
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RAND
FISHER

PRESIDENT, IOWA AREA 
DEVELOPMENT GROUP

 REPORT FROM
IOWA AREA 

DEVELOPMENT 
GROUP

STANDING

STANDING TOGETHER AS WE CREATE 
PROSPERITY IN OUR COMMUNITIES

 Iowa Lakes Electric Cooperative is an important 
stakeholder and leader in economic development! 
The contributions your Cooperative makes to 
economic development are a vital part of its mission 
to provide reliable, cost-competitive electric power 
and other benefits, services and support to you as 
member-owners.
    For many, economic development can be an 
abstract and confusing term. Like most endeavors 
at your cooperative, economic development 
continues to change and evolve. Keeping it simple 
and straight forward, economic development 
efforts at the Cooperative continue to focus on 
building and growing a regional economy that is 
inclusive and improves the quality of life for all 
members.
  Economic development serves the greater 
good of your Cooperative and membership by 
fostering investment, creating and retaining job 
opportunities, enhancing community vitality, and 
increasing prosperity throughout our communities 
and service territory. Participation and engagement 
in economic development efforts and endeavors 
help your Cooperative protect its assets and 
investments and manage the often-increasing costs 
of today’s utility operations.
  Recognizing the positive impact of a strong 
economic development program, ILEC places top 
priority on ensuring that sufficient capacity and 
infrastructure are in place to meet the needs of 
existing members and businesses in the 8 counties 
it serves. Your Cooperative leaders recognize how 
important it is to efficiently and cost-effectively 
serve their member-owners and be prepared for 
future growth. As such, the Cooperative is a leader 
in embracing renewable energy, energy efficiency 
and new technology.
 

 Iowa Lakes Electric Cooperative has 
thoughtfully and purposefully established a 
network of partners and resources to advance their 
business and community development efforts. The 
board and staff of ILEC actively engage with Iowa 
Area Development Group, USDA, Iowa Economic 
Development Authority, other local and statewide 
economic development organizations, education, 
health care, non-profits, businesses large and small, 
and you as members; all in an effort to provide the 
technical assistance and financial support necessary 
for continued growth.   
  The Cooperative’s staff stand front and center 
in meeting with existing members, business and 
industrial prospects, and community leaders. 
Their support includes marketing the region, 
developing sites and buildings, accessing state 
and federal programs, and helping members use 
electricity wisely and efficiently. One of the most 
overlooked contributions of the Cooperative’s 
staff is the thousands of hours of volunteer time 
given to enhance the quality of life for area citizens. 
Cooperative member-owners should also be very 
proud of the contributions they make to the region 
through participation in the Operation Round Up 
program.
  Like much of rural America, the communities 
and counties that are part of the Cooperative’s 
service territory face significant challenges and 
issues. However, member-owners can take pride 
in knowing their Cooperative is a leader and a 
committed stakeholder, proactive and prepared to 
encourage and support economic development for 
all they serve.
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“WE ARE EACH OTHER’S 
HARVEST; WE ARE EACH 

OTHER’S BUSINESS; 
WE ARE EACH OTHER’S 

MAGNITUDE AND BOND.” 

– GWENDOLYN BROOKS



TAKING TIME
TO TALK

Iowa Lakes Electric Cooperative hosted its annual legislative 
breakfast for its state and federal legislators before the start of 
the 2019 legislative session.  The breakfast was once again well 
attended and provided an opportunity for the Cooperative’s 
executive team and board of directors to meet one-on-one with 
our legislators to discuss the upcoming legislative session.   

Pictured: Rep . Mike Sexton discusses upcoming legislative issues during 
the working breakfast .  Seated beside Rep . Sexton are Iowa Lakes Electric 
Cooperative directors Crystal Pluth and Chad Boysen .
 

 

In March, Rep. John Wills and Rep. Megan Jones welcomed 
Rick Olesen, president/CEO and Neal Heldt, director, to the 
House of Representatives. Olesen and Heldt, along with other 
representatives from Iowa Lakes Electric Cooperative traveled 
to the Iowa State Capitol and were joined by more than 200 
electric cooperative employees and directors, to advocate on 
behalf of their member-owners for regulatory parity and clarity 
in addition to maintaining fair and affordable rates during the 
annual REC Day on the Hill event.

“We cannot be separated in 
interest or divided in purpose. 

We stand together until the end.” 

– Woodrow T. Wilson

LEGISLATIVE NEWS
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Neal Hedlt, board director, and Tresa Hussong, 
vice president of customer and corporate 
relations, along with more than 2,000 of their 
fellow cooperative representatives from across 
the nation, participated in a National Rural 
Electric Cooperative Association’s Legislative 
Conference in Washington, D.C.  Advocates 
from Iowa spent three days sharing the electric 
cooperative story with all six members of 
the Iowa Congressional Delegation.  Issues 
discussed include rightsizing pension 
premiums, Farm Bill reauthorization, protecting 
Iowa’s power supply, and improving rural 
infrastructure and broadband access. 
 

06

07

09

Representatives from Iowa Lakes Electric Cooperative, along 
with our state legislators, gather together for a group photo with 
Gov. Kim Reynolds and other guests of honor, after an evening 
discussing issues of importance for electric cooperatives and 
their member-owners at the annual Welcome Back Legislative 
Reception.

Pictured from left to right: Michael Naig, Iowa deputy secretary of agriculture; 
Mark Tuttle, director; Roger Williamson, director; Crystal Pluth, director; Rep . John 
Wills; Rep . Megan Jones; Jerry Beck, board chairman; Gov . Kim Reynolds; Rep . 
Gary Worthman; Tresa Hussong, vice president of customer & corporate relations; 
Bill Northey, Iowa secretary of agriculture; Neal Heldt, director .

Rick Olesen, president/CEO and Tresa Hussong, vice 
president of customer and corporate relations, along with 43 
other representatives met at Corn Belt Power Cooperative’s 
headquarters in Humboldt to discuss with Sen. Grassley the 
Farm Bill reauthorization, baseload power supply, the closing 
of the Duane Arnold Energy Center, the importance of the 
Renewable Fuel Standard and other energy issues during his 99 
County Annual Tour of Iowa.  

Iowa Lakes Electric Cooperative hosted Sen. Chuck Grassley 
during his annual 99 county visits. Grassley held an economic 
development roundtable at the Cooperative’s headquarters 
meeting room to discuss the effects resulting from the recent 
federal tax cuts and on the tariffs President Trump has imposed 
with local leaders in the agriculture, financial and government 
institutions.    



 In 2018, the Youth Tour program celebrated 
its 60th anniversary inspired by Sen. Lyndon B. 
Johnson when he addressed the National Rural 
Electric Cooperative Association Annual Meeting 
in 1957. The senator declared, “If one thing comes 
out of this meeting, it will be sending youngsters 
to the national capital where they can actually see 
what the flag stands for and represents.”
 The following year, Iowa’s electric cooperatives 
were the first ones to send students to Washington, 
D.C. One of those students from the first Youth 
Tour is Myron Pingel, a member-owner who still 
farms with his youngest son near Cherokee. Pingel 
still fondly remembers Gettysburg, Ford’s Theatre, 
Mt. Vernon, the Lincoln Memorial and seeing the 
Bell X-1 aircraft at the Smithsonian Air and Space 
Museum. Pingel was particularly awed by the Iwo 
Jima Memorial, which had been dedicated just a 
few years earlier in 1954. 
 During the last 60 years, more than 50,000 
students from rural communities across the nation 
have participated in this program. In 2018, Iowa 
Lakes Electric Cooperative was proud to sponsor 
two students, Vanessa Vedder from Estherville, and 
Thomas Woodford from Emmetsburg. Vedder and 
Woodford joined their peers as they participated 
in leadership training, engaged in one-on-one 
conversations with elected officials, jumpstarted 
their national peer network, learned about electric 
cooperatives, and toured the monuments and 
museums of Washington, D.C. 

60TH
ANNIVERSARY 

OF THE 
YOUTH TOUR 

PROGRAM

 

MYRON PINGEL

TAKING TIME
TO TEACH

“You don’t get unity by 
ignoring the questions that 

have to be faced.”  

– Jay Weatherill

VANESSA VEDDER, 
THOMAS WOODFORD
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Students from the homeschool 
TEACH group and Minnesota 
West Community & 
Technical College toured your 
Cooperative’s headquarters 
in April. Al Zeitz, manager 
of renewable energy services, 
explained the live energy 
production from the solar 
arrays and wind turbines 
using the monitors located in 
the showroom and educated 
the students on the solar 
arrays located east of your 
Cooperative’s headquarters.  

Jason Thorson, energy advisor, 
presented an electrical safety 
demonstration during the BV 
County Extension Kids Safety Day 
in September. He used Neon Leon 
to illustrate the hazards of working 
and playing near power lines to 
over 120 students. 

Aaron Ruschy, vice president 
of operations and engineering, 
gave college students a 
demonstration of the 
Cooperative’s interactive service 
territory map, explaining how it 
indicates the location of power 
outages and of the trucks, which 
both help with dispatching and 
restoring service as quickly and 
safely as possible. 

Madison Norris, Graettinger, was 
the recipient of a $1,000 member-
dependent scholarship provided by 
our wholesale power supplier, Basin 
Electric Power Cooperative. Norris 
was a 2018 graduate of Graettinger-
Terril High School who excelled in 
the classroom as well as in athletics. 
Norris was planning to attend college 
last fall at Dakota State University, 
Madison, S.D., double majoring in 
special education and elementary 
education. Madison is the daughter 
of Kyle and Amee Norris.

In May, Iowa Lakes Electric 
Cooperative co-sponsored Ag 
Safety Day at the Cherokee 
Community Center and Jason 
Thorson, energy advisor, taught 
more than 150 fourth grade 
students to be safe around 
electricity by demonstrating the 
do’s and don’ts of electricity with 
“Neon Leon” and “Lightning Liz.”  

NEON LEON

AARON RUSCHY

MADISON NORRIS JASON THORSON

STANDING
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Puda voluptio inis 

IOWA LAKES ELECTRIC COOPERATIVE 
HONORED WITH ECONOMIC DEVELOPMENT 
IMPACT AWARD
Above, Rand Fisher, left, president of Iowa Area Development Group 
(IADG), presents the IADG Economic Impact Award to Jerry Beck, 
center, board chairman, Iowa Lakes Electric Cooperative, along with 
other board members and employees, for the Cooperative’s extraordinary 
economic development accomplishments and commitment to our local 
communities.  Your Cooperative was recognized for this achievement 
during Corn Belt Power Cooperative’s annual meeting in April.
  

GOVERNOR ATTENDS RIBBON-CUTTING 
CEREMONY
Iowa Gov. Kim Reynolds was the keynote speaker at the ribbon 
cutting ceremony in August for a newly constructed spec building 
east of Spirit Lake in the East Lake Industrial Park. The turnkey, 
30,000 square foot spec building was built in partnership with the 
Iowa Lakes Corridor Development Corporation with funding from 
your Cooperative and one of our wholesale power suppliers, Corn 
Belt Power Cooperative. Iowa Lakes Electric Cooperative applied for 
a $300,000 USDA Rural Economic Development Grant and provided 
a $60,000 match that was loaned to the Iowa Lakes Corridor Future 
Fund at zero percent interest for 10 years. Gov. Kim Reynolds and 
Grant Menke, USDA Rural Development’s state director, thanked the 
partners that made the construction of this building possible that will 
not only benefit the local community but the state as a whole. 
  

ECONOMIC DEVELOPMENT
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MARTIN MARIETTA HONORED WITH 
IOWA VENTURE AWARD
Iowa Lakes Electric Cooperative nominated Martin Marietta, one of the 
Cooperative’s key accounts, for the Iowa Venture Award in recognition 
of their significant contributions to Iowa's economy. Martin Marietta 
is an American-based company with operations in 32 states. They are 
a leading supplier of building materials, including aggregates, cement, 
ready mixed concrete and asphalt. Martin Marietta’s Midwest Division 
includes more than 30 operations across Iowa. 

BUSINESSES RECEIVE LOANS

Iowa Lakes Electric Cooperative, in partnership with 
Homeward Inc. and Corn Belt Power Cooperative, each 
loaned $50,000 to help fund the construction of Graettinger 
Economic Development Council’s 20th speculative home.

Pictured from left: Jed Skogerboe, Iowa Lakes Electric Cooperative; Lloyd 
Petersen, Graettinger Economic Development Council vice president; J .R . Brown, 
Graettinger Economic Development Council president; Cheryl Rhead, Homeward 
Inc ., and Brittany Dickey, Corn Belt Power, attended the loan closing .

Iowa Lakes Electric Cooperative loaned $250,000 from our 
Revolving Loan Fund that was matched by $125,000 from 
both Corn Belt Power Cooperative and Midland Power 
Cooperative’s Revolving Loan Funds to Suidae Health and 
Production for the purchase of the old Algona armory and 
renovating it for the company’s new headquarters in Algona.

From left: Brittany Dickey, Corn Belt Power; Jason Kelly, Suidae president; 
Matthew Anderson, Suidae director/treasurer; Jed Skogerboe, Iowa Lakes, and 
Norm Fandel, Midland Power, attended the Suidae loan closing .

Pictured left to right: Doug Vlasman, energy advisor, Iowa Lakes Electric 
Cooperative; September Dau, senior vice president of finance, Iowa Lakes Electric 
Cooperative; Jed Skogerboe, manager of business & community development, 
Iowa Lakes Electric Cooperative; Jerry Beck, board chairman, Iowa Lakes Electric 
Cooperative; Mike Naig, Iowa Secretary of Agriculture; Bruce Hansen, Alden District 
plant manager, Martin Marietta; Guy Dewey, Moore Quarry plant manager, Martin 
Marietta; Rick Olesen, president & CEO, Iowa Lakes Electric Cooperative;  Pam 
Caboth, vice president of administration services, Iowa Lakes Electric Cooperative; 
Aaron Ruschy, vice president of operations and engineering, Iowa Lakes Electric 
Cooperative; and Rand Fisher, president, Iowa Area Development Group .



BUILDING TOMORROW’S LEADERS
Your Cooperative teamed up with the Mid-America 
Council to sponsor the Cub Scouts’ Twilight Camp that 
provides fun, skill building and character development.
Amy Howard, communications specialist, Iowa 
Lakes Electric Cooperative, presents Jennifer Meyer, 
Thundercloud district executive, Boy Scouts of America 
Mid-America Council, with a $1,000 donation.
 

WOMEN IN DENIM CONFERENCE – 
CELEBRATING WOMEN OF RURAL 
AMERICA
Amy Howard (r), communications specialist, Iowa Lakes 
Electric Cooperative, presents members of the Women 
in Denim committee with a $1,500 check to help support 
the 15th annual Women in Denim conference. The 
sponsorship helps hundreds of women learn, network 
and celebrate their agricultural connections.

RELAY FOR LIFE
In 2018, your Cooperative’s employees raised $1,500 for 
its Emmet County Relay for Life Team by hosting a soup 
luncheon, a taco bar and a pork burger luncheon as well 
as selling several raffle items throughout the year. During 
the event in June, your Cooperative sold popcorn, water 
and raffle tickets to help raise money in the fight against 
cancer.  Iowa Lakes Electric Cooperative is a corporate 
sponsor in all eight counties within our service territory.  

TAKING TIME
TO GIVE

“So powerful is the 
light of unity that it can 

illuminate the whole earth.” 

– Baha’U’Llah

 18  IOWA LAKES ELECTRIC COOPERATIVE



2018 ANNUAL REPORT    19

RAISING FUNDS FOR CHARITIES IN WESTERN IOWA
Your Cooperative participated in the 19th annual NIPCO Midwest Golf Invitational to raise $10,500 
to benefit charitable organizations in western Iowa. Northwest Iowa Power Cooperative (NIPCO), 
one of Iowa Lakes Electric Cooperative’s wholesale power suppliers, along with its other distribution 
cooperatives, and several national and regional business partners, sponsored the tournament. 
The money raised from the golf invitational was divided among the participating distribution 
cooperatives.  Iowa Lakes Electric Cooperative donated $1,500 to Mid-Sioux Opportunity Inc. in 
Cherokee that provided 25 families with a complete Christmas dinner.  To date, the NIPCO Midwest 
Golf Invitational has raised over $379,500 for charitable organizations. 

SUPPORTING THE ESTHERVILLE HOSPITAL’S $4.1 MILLION 
ER EXPANSION
Iowa Lakes Electric Cooperative made a $5,000 donation to the Avera Holy Family Foundation 
in support of upgrading and expanding the hospital’s emergency department in Estherville.  Your 
Cooperative’s donation was matched by CoBank, a cooperative bank serving vital industries 
throughout rural America, through its Sharing Success program and one of our wholesale power 
suppliers, Basin Electric through its matching donation fund. 

Pictured (left to right): Kayleen Lee, interim president/CEO, Avera Holy Family Hospital; Rick Olesen, president/CEO, Iowa 
Lakes Electric Cooperative; Amy Deim, chair, Avera Holy Family Foundation; Sandy Shonkwiler manager, Avera Holy Family 
Foundation .

 



02

Jeremy Madden, energy advisor, Iowa Lakes Electric 
Cooperative, presented Bryce Ricklefs, store manager, C and B 
Operations, with a rebate check for $3,657 after installing LED 
lighting in the store.

Jed Skogerboe, manager of business and community 
development, Iowa Lakes Electric Cooperative, presented 
William Roehler, maintenance manager, GKN Armstrong 
Wheels, with an energy efficiency rebate check in the amount 
of $13,900 for a lighting project GKN completed at their 
manufacturing plant in Armstrong.  The LED lights will 
save GKN approximately 450,000 kWh in their lighting 
requirements over the first 12 months.

Jeremy Madden, energy advisor, Iowa Lakes Electric 
Cooperative, presented Shawn Andringa, general manager, 
Vander Haag’s Inc., with a rebate check for $4,000 after 
installing LED lighting in the store.

Montag Manufacturing received $8,550 from Iowa Lakes 
Electric Cooperative after installing LED lighting at their 
manufacturing plant in Emmetsburg. Energy advisor Doug 
Vlasman presented Anthony Montag, the president of Montag 
Manufacturing, with the energy efficiency rebate check.

ENERGY EFFICIENCY
PAYS OFF
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BOARD APPROVES $432,500 IN REBATES 
In March 2018, a rebate of $432,500 was returned to the membership 
from the following sources:

n  $200,000 Load Management Rebate 
n  $150,000 Revenue Deferral Rebate
n  $82,500 Wholesale Margin Rebate

LOAD MANAGEMENT REBATE
Member-owners who have electric water heaters that are automatically 
managed received a credit of $45 that was applied to their account.

REVENUE DEFERRAL REBATE
Based on kilowatt-hour usage and rate classification, $150,000 of 
deferred electric revenue was returned to the membership. The 
Cooperative’s revenue deferral program is a means to defer electric 
revenues to future periods that is used to help mitigate rate increases 
from the Cooperative’s wholesale power suppliers.   

WHOLESALE MARGIN REBATE
The $82,500 wholesale margin rebate was the variance between the 
power cost adjustment (PCA) charges your Cooperative was incurring 
from its wholesale power supplier and what your Cooperative was 
passing through with our PCA charge to the membership. Since the 
margin rebate program was initiated in 1994, your Cooperative’s 
board of directors has returned approximately $8 million to member-
owners. This is just another benefit of being a member of your electric 
Cooperative.

NEARLY $1 MILLION CAPITAL CREDIT RETIREMENT  

In 2018, Iowa Lakes Electric Cooperative returned $999,220 of capital 
credits to its member-owners.  This is another benefit of being a 
member of Iowa Lakes Electric Cooperative is sharing in the profits or 
margins that remain after year-end.  A total of $14,936,562 in capital 
credits has been returned to Cooperative members-owners.  This 
definitely highlights the benefit of the cooperative business model and 
an advantage of being a Cooperative member-owner.

The responses to the 2018 American Customer Satisfaction Index (ACSI) 
questions were lower with a three-point decrease for a score of 84, which is 
within the range established by previous surveys dating back to 2005 .  

 

The 84 score is higher than the national cooperative average (77) and as well 
as the averages for investor-owned utilities (75) and municipal unities (75) .

 

$999,220$1,429,637

PATRONAGE RETIREMENT
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This survey was conducted 
last November and December . 
The ACSI survey uses the 
same questions year after year 
and throughout the industry, 
making the ACSI survey the only 
statistically valid comparison 
that provides a uniform, cross-
industry measure of customer 
satisfaction . Based on our 
member-owners’ responses, 
the following attributes drive 
member satisfaction and the 
overall ACSI score .

 

CUSTOMER SATISFACTION RATING
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2018 YTD OUTAGE HOURS
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EMMETSBURG & POCAHONTAS

 Your Cooperative strives to provide you with safe and reliable 
electricity and because of your board’s commitment, an aggressive 
preventative maintenance program, and local service centers 
throughout our service territory, your Cooperative is able to minimize 
service interruptions and improve restoration times.  
 As displayed on the “Outage Causes” graph, your Cooperative’s 
distribution system holds up very well during major storms keeping 
outages to a minimum along with reliable power coming from our 
wholesale power suppliers. The two largest categories for outage causes 
are in “planned” and “other” outages categories.  Planned outages 
are when the line crews need to de-energize the lines to either update 
or repair the distribution system.  The “other” category consists of 
outages caused by autos and equipment, lightning, dig-ins, trees, cable 
faults, animals and the unknowns.  
 One of your Cooperative’s goals is to limit the restoration time to 
an average of 90 minutes. This is an aggressive goal for a rural electric 
utility with 4,834 miles of distribution line. That’s the same distance 
from Iowa to the Leaning Tower of Pisa. As displayed by the “Yearly 
Average Time to Restore Power to Members with an Outage” graph, 
your Cooperative’s average restoration time for 2018 was 102 minutes 
including major storms, just missing our goal by 12 minutes.  

SERVICE CENTER
OUTAGE AWARD

The Estherville/Swea City line crew 

accepts the 2018 Outage Award 

with only 284 .32 outage hours 

reported . Pictured front row, from 

left: Mat Kilgore, Aaron Ruschy, 

vice president of operations 

and engineering, presenting the 

plaque to Mike Kummer, foreman, 

and Brian Johanson . Back row, 

from left: Rick Johnson, Cal 

Wolterman, Joel Quastad, Levi 

Quastad, and Tyson Nielsen .

2018

0

100

200

300

400

500

600

700

2014 2015 2016 2017 2018

OUTAGE CAUSES

Planned Other Power Supply Major Event

KEEPING THE 
POWER ON

75

105

110

84

89

95

117

110

85

102

0

20

40

60

80

100

120

140

2014 2015 2016 2017 2018

YEARLY AVERAGE TIME TO RESTORE POWER 
TO MEMBERS WITH AN OUTAGE (in Minutes) 

Average Outage Minutes (Excludes Major Events)

Average Outage Minutes (Includes Major Events)

 22  IOWA LAKES ELECTRIC COOPERATIVE



2018 YTD OUTAGE HOURS

497.02

290.95

424.59

284.32

2018 FALL FLOOD DAMAGE
Jake Nonnweiler, lineman, Alta service center, needed to put on his waders to reach the two broken poles that 
caused the distribution lines to lean over the county road near Linn Grove .  The road had been closed due to 
flooding after another large rain storm hit the area in September, and once the county was ready to open the road, 
Nonnweiler waded through the flooded ditches to reset the new distribution poles . 

Michael Wiegmann, lineman, Emmetsburg service center, successfully 
completed the Merchant Job Training & Safety Program (MJTS) for apprentice 
linemen to advance to journeyman lineman status .  Wiegmann (left) accepts 
his Journeyman Lineman Certificate from Aaron Ruschy, vice president of 
operations and engineering .

Wind technician, Shannon Lehmkuhl, completed the requirements needed to 
become a Certified Loss Control Professional . Rick Olesen (right), president/CEO, 
presents Shannon Lehmkuhl, wind technician, with his Certified Loss Control 
Professional Certificate .

2018 ANNUAL REPORT    23

Nicholas Feilmeier joined your 
Cooperative in October as a 
lineman on the Pocahontas line 
crew. Feilmeier is a graduate 
of the powerline program at 
Minnesota West Technical 
College. He previously worked 
for Dawson Public Power 
District in Nebraska.  

NEW LINEMAN



Your board of directors play a crucial role in determining 
the strategic direction and priorities at Iowa Lakes 
Electric Cooperative. Investing in valuable education 
and training for board directors helps ensure that our 
leaders make informed decisions. In September, three 
directors received the board certificate of educational 
achievements from the National Rural Electric 
Cooperative Association (NRECA).Congratulations to 
directors Rouse, Williamson and Winterhof for their 
commitment to increasing their knowledge of changes in 
the electric utility business, developing new governance 
skills and a working knowledge of the cooperative 
principles for the benefit of our member-owners.

GOV. REYNOLDS 
REAPPOINTS 

RICK OLESEN 
TO IOWA ENERGY 

CENTER BOARD

Rick Olesen, president/CEO, was 

reappointed by Gov . Kim Reynolds 

to a four-year term on the Iowa 

Energy Center’s board of directors 

as a representative for Iowa’s 

electric cooperatives . 

The goal of the Iowa Energy 

Center is to support economic 

development, environmental 

sustainability and social well-

being through energy innovation, 

education and entrepreneurship . In 

addition to providing information 

and education, the Iowa Energy 

Center supports renewable energy 

and energy efficiency projects for 

Iowans through loans, scholarships 

and competitive grant programs .  

 

Director Gray Rouse of Curlew 
successfully completed the Board 
Leadership Program.  To earn 
the NRECA Board Leadership 
Certificate, a director must first earn 
NRECA’s Credentialed Cooperative 
Director and complete 10 credits in 
advanced, issue-oriented courses.   

GARY ROUSEROGER WILLIAMSON DANIEL WINTERHOF

Directors Roger Williamson, Ruthven, and Daniel Winterhof, 
Aurelia, both completed the NRECA Credentialed Cooperative 
Director program that requires attendance and demonstration 
of understanding the basic competencies contained in five 
core courses: Director Duties and Liabilities; Understanding 
the Electric Business; Board Roles and Relationships; Strategic 
Planning; and Financial Decision Making.

TAKING TIME
TO LEARN

 “No doubt, unity is something 
to be desired, to be striven for, 

but it cannot be willed by 
mere declarations.” 

– Theodore Bikel

5 YEAR 
SERVICE AWARD

15 YEAR 
SERVICE AWARD

ALDEN ZEITZ
Manager of Renewable 

Energy Services

NATALIE BROWN
Accounts Payable & 
General Accounting

CHRIS JONES
Energy Advisor      

LINDSAY STEFFEN
Customer Care 
Representative

BOBBI JO 
RUSCHY

Marketing Assistant

PATTY THACKERY
Customer Care 
Representative 24  IOWA LAKES ELECTRIC COOPERATIVE
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AMY HOWARD 
ELECTED TO THE 
ENERGY 
EDUCATION 
COUNCIL MEMBER 
ASSEMBLY

Amy Howard, communications 

specialist, was elected to the 

Energy Education Council (EEC) 

Member Assembly . 

The EEC was established in 
1952 and is committed to the 
education and empowerment of 
energy consumers, with the goal of 
enhancing lives by promoting the 
efficient and safe use of energy . 

The EEC Member Assembly 

consists of delegates from across 

the United States . Howard, along 

with five other delegates, will 

represent Iowa . As a delegate, 

Howard will be part of a national 

forum where she will have the 

opportunity to network with 

colleagues to provide guidance 

and feedback on energy education 

and Safe Electricity resources .

Clay Carstens, foreman of Spencer service center, retired from his career at 
Iowa Lakes Electric Cooperative after 40 years of service. In 1978, Carsten 
accepted a lineman position with Buena Vista County REC.  In 1986, 
Buena Vista County REC, Pocahontas REC and D.E.K. joined forces to 
become Iowa Lakes Electric Cooperative. During Carstens career with 
the Cooperative, he earned his journeyman lineman status and in 1990 
he was promoted to crew foreman of the Spencer service center. Carstens 
said working with the membership was the most rewarding part of his job.  
Carstens and his wife Julie, have two adult children and two grandchildren.  

Joe Caven started at Iowa Lakes 
Electric Cooperative’s Spencer 
service center in 1988. Caven 
started as an apprentice lineman 
and earned his journeyman status 
in 1992. Caven truly enjoyed his 
job and the people he worked with 
daily and even in storm situations. 
Caven appreciated that safety 
was always a high priority at the 
Cooperative.  In retirement, Joe 
plans to spend more time with his 
wife, Shawn, four adult children 
and four grandchildren. 

Schoon was hired as an energy 
advisor for Cherokee County 
REC in Cherokee. Two years 
later, Cherokee County REC 
merged with Iowa Lakes Electric 
Cooperative and Jack transferred 
to Estherville.  In 1996, Schoon 
transferred once again to the 
Spencer service center where he 
stayed until retirement. Schoon 
will be remembered by both 
member-owners and employees as 
an employee who truly cared and 
always kept the member-owners 
interest in mind. Schoon and his 
wife, Lynette, have three children 
and one grandchild. 

Sue Friesner started and ended her 
career in the billing department of 
Iowa Lakes Electric Cooperative. In 
1987, Friesner started her full-time 
position in the billing department. She 
enjoyed her co-workers and most of 
all enjoyed the member-owners. Even 
though most of Friesner’s interaction 
with member-owners was over the 
phone, she was able to form many 
great relationships with people that 
she had never met in person. Friesner, 
and her husband, Steve, have two 
adult children and four grandchildren. 

JOE CAVEN  30 YEARSSUE FRIESNER  30 YEARS

CLAY CARSTENS  40 YEARS

JACK SCHOON  30 YEARS

10 YEAR
SERVICE AWARD

20 YEAR
SERVICE AWARD

TYSON NIELSEN
Lineman

MAT KILGORE
Lineman

AARON RUSCHY
Vice President of 

Operations & Engineering  

JEREMY MADDEN
Energy Advisor

JASON THORSON
Energy Advisor 
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Charitable 
Foundation
OPERATION ROUND UP IN ACTION

AWARD ORGANIZATION COUNTY PROJECT PURPOSE GRANT 
DATES     AWARDED
      

Aug. 18 Abben Cancer Center Clay Support for the resource center and transportation assistance  $2,000
Aug. 18 Faith, Hope Charity Buena Vista Support for sensory garden for special needs children  $2,000
Aug. 18 Ruthven Community Food Pantry Palo Alto Purchasing food and personal care items  $1,000
Oct. 18 Emmet County Emergency Responders Emmet Drone & expansion pack  $4,000
Oct. 18 United Lutheran Minisitries Palo Alto Food Pantry  $1,000
Oct. 18 Seniors & Lawmen Together (SALT) Dickinson 2019 Polaris Ranger  $4,000 
Oct. 18 Quimby Community Fire & Rescue Cherokee Firehose, portable radios & lifevest for Rescue Boat  $4,000
Oct. 18 Elderbridge Agency on Aging Clay Material Aid Program  $3,000
Oct. 18 Cherokee County Conservation Board Cherokee Outdoor Classroom Shelter  $3,500
Oct. 18 Kossuth Strenthening Families, Inc. Kossuth Implementation of SFP 10-14 to help parents learn nurturing 
    skills that support their children  $2,000
Oct. 18 Always on Your Side Inc. Emmet 2018 Christmas Project for winter apparel, personal apparel 
    & products, and gifts for those in need  $2,000

    Total   $28,500

 Operation Round Up is 

a strictly voluntary program 

where member-owners round 

up their electric bills to the next 

nearest dollar and those monies 

are used to assist worthy 

causes and organizations in 

your local communities . 

A LITTLE
CHANGE

CAN 
CHANGE 

A LOT

 

Donations to Operation Round Up are tax deductible and both monthly and year-to-date donations are 
printed on the member’s monthly billing statement . Below are the total number of grants awarded in 2018 .
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2018 KWH SOLD 
BY REVENUE CLASS

WHOLESALE POWER AND 
LOCAL OPERATING COSTS

CAPITAL CREDITS ALLOCATED 
TO MEMBER-OWNERS

ESTIMATED AVOIDED WHOLESALE 
DEMAND CHARGES
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2018 EXPENSES AS A 
PERCENTAGE OF REVENUE
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2018 Wind Farm Kilowatt-hours 
Generated vs. Projected  (Jan. - Dec.)
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The year 2018 had lower than expected wind 
resources needed for the two wind farms to 
generate electricity and not to the level of 
wind resources we experienced during earlier 
years of the two wind farms. The turbines 
have been in the same operating condition 
as they have in the past and are available to 
generate electricity but the wind speeds for 
2018 were much lower than the average wind 
speeds for this area.    
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INDEPENDENT AUDITORS’ REPORT 

 
 
 
Board of Directors 
Iowa Lakes Electric Cooperative and Subsidiary 
Estherville, Iowa 
 
 
We have audited the accompanying consolidated financial statements of Iowa Lakes Electric 
Cooperative and Subsidiary (the Cooperative), which comprise the consolidated balance sheets as of 
December 31, 2018 and 2017, and the related consolidated statements of operations, patronage capital 
and other equities, and cash flows for the years then ended, and the related notes to the consolidated 
financial statements. 
 
Management’s Responsibility for the 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. 
 
Auditors’ Responsibility 
Our 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 
reasonable 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 the auditors’ 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. 
 

CliftonLarsonAllen LLP
CLAconnect.com
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Board of Directors 
Iowa Lakes Electric Cooperative and Subsidiary 

(2) 

Opinion
In our opinion, the consolidated financial statements referred to above present fairly, in all material 
respects, the consolidated financial position of the Cooperative as of December 31, 2018 and 2017, 
and the results of their operations, changes in their patronage capital and other equities, and their cash 
flows for the years then ended in accordance with accounting principles generally accepted in the 
United States of America. 
 
 
 

 
CliftonLarsonAllen LLP 
 
Rochester, Minnesota 
March 13, 2019 
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IOWA LAKES ELECTRIC COOPERATIVE AND SUBSIDIARY 
CONSOLIDATED BALANCE SHEETS (CONTINUED) 

DECEMBER 31, 2018 AND 2017 
 
 
 

See accompanying Notes to Consolidated Financial Statements. 
(4) 

 
2018 2017

EQUITIES AND LIABILITIES

EQUITIES
Patronage Capital  $    11,839,022  $      7,396,976 
Other Equities        88,599,668        83,595,222 
Accumulated Other Comprehensive Margins               20,915               20,401 

Total Equities      100,459,605        91,012,599 

LONG-TERM DEBT (LESS CURRENT MATURITIES)        41,348,095        46,562,779 

OTHER LONG-TERM LIABILITIES
Asset Retirement Obligation - Wind Turbines          1,050,000                        - 
Accumulated Provisions for Pensions and Benefits             534,881             542,470 
Warranty Liabilities - Water Heaters             235,000                        - 

Total Other Long-Term Liabilities          1,819,881             542,470 

CURRENT LIABILITIES
Current Maturities of Long-Term Debt          5,206,380          5,104,500 
Notes Payable          1,500,000             500,000 
Accounts Payable          5,591,332          5,049,261 
Consumer Deposits             949,173          1,142,143 
Other Current and Accrued Liabilities          1,888,274          1,917,073 

Total Current Liabilities        15,135,159        13,712,977 

DEFERRED CREDITS          7,205,126          6,675,797 

COMMITMENTS AND CONTINGENCIES (NOTE 12)

Total Equities and Liabilities  $  165,967,866  $  158,506,622 
 

 

IOWA LAKES ELECTRIC COOPERATIVE AND SUBSIDIARY 
CONSOLIDATED BALANCE SHEETS 

DECEMBER 31, 2018 AND 2017 
 
 
 

See accompanying Notes to Consolidated Financial Statements. 
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2018 2017

ASSETS

UTILITY PLANT
Plant in Service  $  176,401,803  $  170,961,202 
Construction Work in Progress             388,520               68,158 

Total      176,790,323      171,029,360 
Less: Accumulated Provision for Depreciation      (69,915,593)      (65,832,427)

Net Utility Plant      106,874,730      105,196,933 

OTHER PROPERTY AND INVESTMENTS
Investments in Associated Organizations        33,083,202        26,684,425 
Other Investments          6,227,457          5,126,367 

Total Other Property and Investments        39,310,659        31,810,792 

CURRENT ASSETS
Cash and Cash Equivalents          8,417,227          9,578,007 
Accounts Receivable, Less Provision for Uncollectible Accounts          7,461,968          7,917,817 
Materials and Supplies Inventory at Average Cost          1,930,762          1,577,353 
Other Current and Accrued Assets             470,617             437,825 

Total Current Assets        18,280,574        19,511,002 

DEFERRED DEBITS          1,501,903          1,987,895 

Total Assets  $  165,967,866  $  158,506,622 
 

 

IOWA LAKES ELECTRIC COOPERATIVE AND SUBSIDIARY 
CONSOLIDATED BALANCE SHEETS 

DECEMBER 31, 2018 AND 2017 
 
 
 

See accompanying Notes to Consolidated Financial Statements. 
(3) 

 
2018 2017

ASSETS

UTILITY PLANT
Plant in Service  $  176,401,803  $  170,961,202 
Construction Work in Progress             388,520               68,158 

Total      176,790,323      171,029,360 
Less: Accumulated Provision for Depreciation      (69,915,593)      (65,832,427)

Net Utility Plant      106,874,730      105,196,933 

OTHER PROPERTY AND INVESTMENTS
Investments in Associated Organizations        33,083,202        26,684,425 
Other Investments          6,227,457          5,126,367 

Total Other Property and Investments        39,310,659        31,810,792 

CURRENT ASSETS
Cash and Cash Equivalents          8,417,227          9,578,007 
Accounts Receivable, Less Provision for Uncollectible Accounts          7,461,968          7,917,817 
Materials and Supplies Inventory at Average Cost          1,930,762          1,577,353 
Other Current and Accrued Assets             470,617             437,825 

Total Current Assets        18,280,574        19,511,002 

DEFERRED DEBITS          1,501,903          1,987,895 

Total Assets  $  165,967,866  $  158,506,622 
 

 

IOWA LAKES ELECTRIC COOPERATIVE AND SUBSIDIARY 
CONSOLIDATED BALANCE SHEETS 

DECEMBER 31, 2018 AND 2017 
 
 
 

See accompanying Notes to Consolidated Financial Statements. 
(3) 

 
2018 2017

ASSETS

UTILITY PLANT
Plant in Service  $  176,401,803  $  170,961,202 
Construction Work in Progress             388,520               68,158 

Total      176,790,323      171,029,360 
Less: Accumulated Provision for Depreciation      (69,915,593)      (65,832,427)

Net Utility Plant      106,874,730      105,196,933 

OTHER PROPERTY AND INVESTMENTS
Investments in Associated Organizations        33,083,202        26,684,425 
Other Investments          6,227,457          5,126,367 

Total Other Property and Investments        39,310,659        31,810,792 

CURRENT ASSETS
Cash and Cash Equivalents          8,417,227          9,578,007 
Accounts Receivable, Less Provision for Uncollectible Accounts          7,461,968          7,917,817 
Materials and Supplies Inventory at Average Cost          1,930,762          1,577,353 
Other Current and Accrued Assets             470,617             437,825 

Total Current Assets        18,280,574        19,511,002 

DEFERRED DEBITS          1,501,903          1,987,895 

Total Assets  $  165,967,866  $  158,506,622 
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IOWA LAKES ELECTRIC COOPERATIVE AND SUBSIDIARY 
CONSOLIDATED STATEMENTS OF OPERATIONS 

YEARS ENDED DECEMBER 31, 2018 AND 2017 
 
 
 

See accompanying Notes to Consolidated Financial Statements. 
(5) 

 
2018 2017

OPERATING REVENUES - DISTRIBUTION 64,696,224$       63,818,732$       

OPERATING EXPENSES - DISTRIBUTION
Cost of Power 47,003,053         47,013,231         
Distribution Expense - Operations 2,696,633           2,929,029           
Distribution Expense - Maintenance 1,736,426           1,595,060           
Consumer Accounts Expense 1,784,112           1,914,398           
Consumer Sales Expense 538,158              544,532              
Administrative and General Expense 2,244,530           2,138,621           
Depreciation and Amortization 4,481,617           4,238,265           
Taxes 79,274                97,412                
Other Deductions 34,714                38,974                

Total Operating Expenses 60,598,517         60,509,522         

OPERATING MARGINS BEFORE FIXED CHARGES - DISTRIBUTION 4,097,707           3,309,210           

OPERATING REVENUES - WIND GENERATION 3,728,929           3,221,801           

OPERATING EXPENSES - WIND GENERATION
Generation Expense - Operations 237,472              222,568              
Generation Expense - Maintenance 359,248              578,387              
Administrative and General Expense 510,552              518,452              
Depreciation and Amortization 2,460,130           1,699,659           

Total Operating Expenses 3,567,402           3,019,066           

OPERATING MARGINS BEFORE FIXED CHARGES - WIND GENERATION 161,527              202,735              

TOTAL OPERATING MARGINS BEFORE FIXED CHARGES 4,259,234           3,511,945           

INTEREST EXPENSE
Interest on Long-Term Debt 1,442,236           1,427,392           
Interest - Other 56,074                57,043                

Total Interest Expense 1,498,310           1,484,435           

OPERATING MARGINS AFTER FIXED CHARGES 2,760,924           2,027,510           

GENERATION AND TRANSMISSION AND OTHER CAPITAL CREDITS 7,938,543           3,596,844           

NET OPERATING MARGINS 10,699,467         5,624,354           

NONOPERATING MARGINS (LOSS)
Interest Income 275,479              183,684              
Net Loss from Merchandising (331,449)             (114,664)             
Other Nonoperating Margins 38,223                12,889                

Total Nonoperating Margins (Loss) (17,747)               81,909                

NET MARGINS 10,681,720         5,706,263           

OTHER COMPREHENSIVE MARGINS
Unrealized Holding Gain Arising During the Period 514                     4,600                  

COMPREHENSIVE NET MARGINS 10,682,234$       5,710,863$         
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IOWA LAKES ELECTRIC COOPERATIVE AND SUBSIDIARY  
CONSOLIDATED STATEMENTS OF PATRONAGE CAPITAL AND OTHER EQUITIES 

YEARS ENDED DECEMBER 31, 2018 AND 2017 
 
 
 

See accompanying Notes to Consolidated Financial Statements. 
(6) 

 
Accumulated

Other 
Patronage Other Comprehensive

Capital Equities Margins Total

BALANCE - DECEMBER 31, 2016 10,002,091$       76,630,625$     15,801$            86,648,517$       

Comprehensive Margins 5,706,263           -                       4,600                5,710,863           

Retirement of Capital Credits (1,383,931)          37,150              -                       (1,346,781)          

Transfers to Other Equities (6,927,447)          6,927,447         -                       -                          

BALANCE - DECEMBER 31, 2017 7,396,976           83,595,222       20,401              91,012,599         

Comprehensive Margins 10,681,720         -                       514                   10,682,234         

Retirement of Capital Credits (1,259,193)          23,965              -                       (1,235,228)          

Transfers to Other Equities (4,980,481)          4,980,481         -                       -                          

BALANCE - DECEMBER 31, 2018 11,839,022$       88,599,668$     20,915$            100,459,605$     

 
 

“UNITY TO BE REAL MUST 
STAND THE SEVEREST STRAIN 

WITHOUT BREAKING.” 

– MAHATMA GANDHI
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See accompanying Notes to Consolidated Financial Statements. 
(7) 

 
2018 2017

CASH FLOWS FROM OPERATING ACTIVITIES
Net Margins 10,681,720$     5,706,263$       
Adjustments to Reconcile Net Margins to Net Cash
  Provided by Operating Activities:

Depreciation and Amortization 6,911,680         5,907,857         
G & T and Other Capital Credits (7,938,543)       (3,596,844)       
Increase in Other Long-Term Liabilities 227,411            104,774            
Decrease in Deferred Debits 483,015            282,821            
Increase in Deferred Credits 559,396            1,334,812         
Changes in Assets and Liabilities:

Accounts Receivable 455,849            (146,378)          
Materials and Supplies Inventory (353,409)          (30,371)            
Other Accrued Assets (32,792)            (37,769)            
Accounts Payable 542,071            (405,172)          
Other Current and Accrued Liabilities (28,799)            46,323              

Net Cash Provided by Operating Activities 11,507,599       9,166,316         

CASH FLOWS FROM INVESTING ACTIVITIES
Construction and Acquisition of Plant (7,569,544)       (7,382,417)       
Cash Received from Retirement of Patronage 1,535,247         1,639,730         
Issuance of Notes Receivable (1,724,626)       (337,945)          
Payments Collected on Notes Receivable 695,920            529,003            
Change in Other Property and Investments (67,351)            78,347              

Net Cash Used by Investing Activities (7,130,354)       (5,473,282)       

CASH FLOWS FROM FINANCING ACTIVITIES
Principal Payments on Long-Term Debt (5,109,827)       (4,851,913)       
Proceeds from Issuance of Long-Term Debt -                       3,000,000         
Proceeds from Issuance of Pass-Through Loan -                       1,000,000         
Change in Notes Payable 1,000,000         500,000            
Retirement of Capital Credits, Net of Donated Capital (1,235,228)       (1,346,780)       
Decrease in Consumer Deposits (192,970)          (8,840)              

Net Cash Used by Financing Activities (5,538,025)       (1,707,533)       

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS (1,160,780)       1,985,501         

Cash and Cash Equivalents - Beginning of Year 9,578,007         7,592,506         

CASH AND CASH EQUIVALENTS - END OF YEAR 8,417,227$       9,578,007$       

SUPPLEMENTARY DISCLOSURES OF CASH FLOW INFORMATION
Cash Payments for Interest 1,538,150$       1,515,629$       

 
SUPPLEMENTARY DISCLOSURES OF NONCASH OPERATING ACTIVITIES

Change in Long-Term Liabilities - Asset Retirement Obligation 1,050,000$       -$                     

SUPPLEMENTARY DISCLOSURES OF NONCASH INVESTING
  AND FINANCING ACTIVITIES

Change in Asset Valuation and Equity for Unrealized
  Gain on Available for Sale Investments 514$                 4,600$              
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Organization 
Iowa Lakes Electric Cooperative (ILEC) is a cooperative association organized under Iowa 
laws and statutes. The primary purpose of Iowa Lakes Electric Cooperative and Subsidiary 
(the Cooperative) is to buy and sell electric energy to its member-owners located in 
northwest Iowa and southern Minnesota. The governing body consists of a fourteen (14)-
member board of directors elected by the members of the Cooperative to serve four (4) year 
terms. 
 
Iowa Lakes Development Corporation (ILDC) is a taxable corporation and was formed for 
the purpose of promoting economic development. 
 
Principles of Consolidation 
The consolidated financial statements include the accounts of Iowa Lakes Electric 
Cooperative and its wholly owned subsidiary, Iowa Lakes Development Corporation. All 
significant intercompany transactions and accounts have been eliminated in consolidation. 
 
Basis of Accounting 
The Cooperative follows the Federal Energy Regulatory Commission’s (FERC) Uniform 
System of Accounts prescribed for Class A and B electric utilities as modified by Rural 
Utilities Service (RUS). The accounting policies conform to accounting principles generally 
accepted in the United States of America as applied in the case of regulated electric utilities. 
 
The board of directors, as regulators of the Cooperative, establishes all rates, charges, and 
fees charged to members-owners. 
 
Electric Plant and Depreciation Procedures 
Plant, property, and equipment are stated at cost. Major improvements and betterments to 
existing plant are capitalized in accordance with recommended RUS procedures. 
Expenditures for maintenance and repairs, which do not extend the life of the applicable 
assets, are charged to expense as incurred. 
 
The distribution and generation plants are depreciated using composite straight-line 
methods and the general plant is depreciated using straight-line methods. When distribution 
and generation plant assets are sold or retired, the original cost is removed from the 
accounts and charged, together with any cost of removal, to the accumulated provision for 
depreciation. Any salvage value realized is credited to the same accumulated provision. 
When general plant assets are sold or retired, the original cost and accumulated provision 
for depreciation are removed from the accounts and any gain or loss is recognized 
in operations. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)  

Cash and Cash Equivalents 
For the purposes of the statement of cash flows, the Cooperative considers short-term 
investments to be cash equivalents. The following is a summary of these items at 
December 31: 
 

2018 2017
Cash on Hand and in Banks 459,002$         375,838$         
Commercial Paper - NRUCFC 7,314,470        7,225,000
Pass-Through Loan Fund Cash -                       1,000,000        
Revolving Loan Fund Cash 643,755           977,169

Total 8,417,227$      9,578,007$      
 

The Cooperative maintains cash in checking accounts at financial institutions approved by 
the board of directors and insured by the FDIC or FSLIC. Accumulated deposits at these 
institutions, at times, may exceed federally insured limits. 
 
The Pass-Through Loan Fund Cash is restricted for making a pass-through loan to 
businesses according to the Rural Economic Development Loan and Grant Program. 
 
The Revolving Loan Fund Cash is restricted for making economic development loans to 
businesses according to the Rural Economic Development Loan and Grant Program. 
 
Accounts Receivable 
The Cooperative provides an allowance for bad debts using the allowance method based on 
management’s judgment. Sales are made on an unsecured basis. Payment is generally 
required within twenty (20) days of the date of billing. Accounts past due are individually 
analyzed for collectability and accounts determined uncollectible are written off annually. In 
addition, an allowance is provided for other receivables when a pattern of uncollectibility 
has occurred. 
 
At December 31, 2018 and 2017, the allowance for uncollectible accounts was $440,464 
and $443,686, respectively. 
 
Investments 
Except as noted below, investments are stated at cost and adjusted for amortization of 
premiums and accretions of discounts. Premiums and discounts are amortized using the 
straight-line method. Gains or losses on disposition of investments are based on the net 
proceeds and the adjusted carrying value of the securities sold, using the specific 
identification method. 
 
Marketable securities are classified as “available for sale” and recorded at fair value, with 
unrealized gains and losses excluded from earnings and reported in other comprehensive 
net margins. 
 
Investments in associated organizations and certain other investments are stated at cost 
plus undistributed allocated equities from other cooperatives. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Allowance for Loan Losses 
The allowance for loan losses (the allowance) is an estimate of loan losses inherent in the 
Cooperative’s loan portfolio. The allowance is established through a provision for loan 
losses which is charged to expense. Additions to the allowance are expected to maintain the 
adequacy of the total allowance after loan losses and loan growth. Loan losses are charged 
off against the allowance when the Cooperative determines the loan balance to be 
uncollectible. Cash received on previously charged off amounts is recorded as a recovery to 
the allowance. 
 
A loan is considered impaired when, based on current information and events, it is probable 
that the Cooperative will be unable to collect the scheduled payments of principal or interest 
when due according to the contractual terms of the loan agreement. Loans determined to be 
impaired are individually evaluated for impairment. When a loan is impaired, the 
Cooperative measures impairment based on the present value of the expected future cash 
flows discounted at the original contractual interest rate, except that as a practical 
expedient, it may measure impairment based on an observable market price, or the fair 
value of the collateral if collateral dependent. A loan is collateral dependent if the repayment 
is expected to be provided solely by the underlying collateral. 
 
The Cooperative considers the allowance based on the risk characteristics described as 
follows: 
 

Rural Development: The Rural Economic Development Revolving Loan Fund (RLF) is a 
“pass-through” loan program. The Cooperative receives a loan from the United States 
Department of Agriculture Rural Development and makes a separate loan which mirrors 
those terms to the benefit of the ultimate recipient. The Intermediary (ILEC) is charged 
with operating the RLF as a “prudent lender.” However, by its very nature, an RLF is 
expected to be a gap financer – taking risks when the conventional financing market is 
unwilling. The RLF is not intended to compete with other public and private lenders. As 
such, occasional losses to the RLF are expected. Loans are made from the RLF for 
projects that will significantly benefit rural areas, without restriction to ILEC’s service 
area. These loans are generally collateralized with a mortgage lien on real estate 
property. 

 
Although management believes the allowance to be adequate, ultimate losses may vary 
from its estimates. At least annually, management reviews the adequacy of the allowance, 
including consideration of the relevant risks of the portfolio, current economic conditions, 
and other factors. If management determines that changes are warranted based on those 
reviews, the allowance is adjusted. 
 
Inventories 
Inventories are valued at the lower of cost or net realizable value using the average unit 
cost method. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Electric Energy Sales and Purchases 
Revenue is recognized and monthly billings are made for energy sold as indicated by meter 
readings received on or about the first day of each month utilizing an automated meter 
reading (AMR) system. In the case of certain large commercial, industrial, or certain three-
phase metered accounts, meter readings are acquired or obtained on the first day of each 
month or the closest business day thereafter. 
 
Cost of power purchased is recognized on the basis of meter readings made by the 
wholesale power suppliers on the last day of each month or closest business day thereafter. 
 
Income Taxes 
Iowa Lakes Electric Cooperative is exempt from income taxes under Section 501(c)(12) of 
the Internal Revenue Code, thus there is no provision for income taxes at December 31, 
2018 and 2017. 
 
Exempt cooperatives which receive gross income from business activities which are 
regularly carried on and which are not substantially related to the Cooperative’s exempt 
purpose are required to pay tax on this income. There was no income tax expense or benefit 
for the years ended December 31, 2018 and 2017.  
 
Iowa Lakes Development Corporation had no income tax expense or benefit for the years 
ended December 31, 2018 and 2017. 
 
Iowa Lakes Electric Cooperative and Iowa Lakes Development Corporation have net 
operating loss carryforwards available to use for 2018 and future years of $87,230 and 
$547,693, respectively. An equal and offsetting valuation allowance has been recorded 
against the net operating loss carryforwards as the likelihood of using the carryforwards is 
not determined. 
 
The Cooperative has evaluated its tax positions and determined that it has no uncertain tax 
positions as of December 31, 2018 and 2017. With few exceptions, Iowa Lakes Electric 
Cooperative and Iowa Lakes Development Corporation are no longer subject to federal, 
state, or local income tax examinations by tax authorities for years before 2015. 
 
Presentation of Sales Taxes 
The Cooperative does business in various taxing jurisdictions which impose sales taxes on 
sales to nonexempt member-owners. The Cooperative collects that sales tax from member-
owners and remits the entire amount to the taxing jurisdictions. The Cooperative’s 
accounting policy is to exclude the tax collected and remitted to the taxing jurisdictions from 
revenues and costs of sales. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Fair Value Measurements 
The Cooperative categorizes its assets and liabilities measured at fair value into a three-level 
hierarchy based on the priority of the inputs to the valuation technique used to determine fair 
value. The fair value hierarchy gives the highest priority to quoted prices in active markets for 
identical assets or liabilities (Level 1) and the lowest priority to unobservable inputs (Level 3). 
If the inputs used in the determination of the fair value measurement fall within different levels 
of the hierarchy, the categorization is based on the lowest level input that is significant to the 
fair value measurement. Assets and liabilities valued at fair value are categorized based on 
the inputs to the valuation techniques as follows:  

 
Level 1 – Inputs that utilize quoted prices (unadjusted) in active markets for identical 
assets or liabilities that the Cooperative has the ability to access.  
 
Level 2 – Inputs that include quoted prices for similar assets and liabilities in active 
markets and inputs that are observable for the asset or liability, either directly or 
indirectly, for substantially the full term of the financial instrument. Fair values for these 
instruments are estimated using pricing models, quoted prices of securities with similar 
characteristics, or discounted cash flows.  
 
Level 3 – Inputs that are unobservable inputs for the asset or liability, which are typically 
based on an entity’s own assumptions, as there is little, if any, related market activity.  

 
In instances where the determination of the fair value measurement is based on inputs from 
different levels of the fair value hierarchy, the level in the fair value hierarchy within which 
the entire fair value measurement falls is based on the lowest level input that is significant to 
the fair value measurement in its entirety. 
 
Subsequent to initial recognition, the Cooperative may evaluate the carrying value of assets 
and liabilities measured on a nonrecurring basis to fair value. Adjustments to fair value 
usually result when certain assets are impaired. Such assets are written down from their 
carrying amounts to their fair value. 
 
Professional standards allow entities the irrevocable option to elect to measure certain 
financial instruments and other items at fair value for the initial and subsequent 
measurement on an instrument-by-instrument basis. The Cooperative has adopted the 
policy to value certain financial instruments at fair value. The Cooperative has not elected to 
measure any existing financial instruments at fair value; however, it may elect to measure 
newly acquired financial instruments at fair value in the future. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Fair Value Measurements (Continued) 
The following table presents the fair value hierarchy for the balances of assets and liabilities 
measured at fair value on a recurring basis as of December 31, 2018: 
 

Level 1 Level 2 Level 3 Total
Assets:

Available for Sale Securities:
Stocks 30,051$         -$                -$                30,051$        

Special Funds - Deferred 
  Compensation Mutual Funds 534,881         -                  -                  534,881        

Total Assets 564,932$       -$                -$                564,932$      

Carrying Value at December 31, 2018

 
The following table presents the fair value hierarchy for the balances of assets and liabilities 
measured at fair value on a recurring basis as of December 31, 2017: 
 

Level 1 Level 2 Level 3 Total
Assets:

Available for Sale Securities:
Stocks 29,538$         -$                -$                29,538$        

Special Funds - Deferred 
  Compensation Mutual Funds 542,470         -                  -                  542,470        

Total Assets 572,008$       -$                -$                572,008$      

Carrying Value at December 31, 2017

 
Use of Estimates 
The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires that management make estimates and 
assumptions that affect the reported amounts of assets and liabilities and disclosure of 
contingent assets and liabilities at the date of the financial statements and the reported 
amounts of revenues and expenses during the reporting period. Actual results could differ 
from those estimates. 
 
Comprehensive Margins 
Comprehensive margins and its components are required to be presented for each year a 
statement of operations is presented. The only component included in other comprehensive 
margins for the Cooperative is the unrealized gain (loss) on available for sale securities. 
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NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

Revenue from Contract with Customers 
In May 2014, the Financial Accounting Standards Board (FASB) issued amended guidance 
to clarify the principles for recognizing revenue from contracts with customers. The guidance 
requires an entity to recognize revenue to depict the transfer of goods or services to 
customers in an amount that reflects the consideration to which an entity expects to be 
entitled in exchange for those goods or services. The guidance also requires expanded 
disclosures relating to the nature, amount, timing, and uncertainty of revenue and cash flows 
arising from contracts with customers. Additionally, qualitative and quantitative disclosures 
are required regarding customer contracts, significant judgments and changes in judgments, 
and assets recognized from the costs to obtain or fulfill a contract. The guidance will initially 
be applied retrospectively using one of two methods. The standard will be effective for the 
Cooperative for annual reporting periods beginning after December 15, 2018, and interim 
reporting periods within annual periods beginning after December 15, 2019. Management is 
evaluating the effect of the amended revenue recognition guidance on the Cooperative’s 
financial statements. 
 
Subsequent Events 
In preparing these financial statements, the Cooperative has evaluated events and 
transactions for potential recognition or disclosure through March 13, 2019, the date the 
financial statements were available to be issued. 
 
 

NOTE 2 ELECTRIC PLANT AND DEPRECIATION PROCEDURES 

Listed below are the major classes of plant as of December 31: 
 

2018 2017
Intangible Plant 11,372$           11,372$           
Electric Distribution Plant 108,363,610    104,871,529
Wind Generation Plant 47,606,442      45,882,718      
Solar Generation Plant 454,034           439,613           
General Plant 19,966,345      19,755,970

Electric Plant in Service 176,401,803    170,961,202    
Construction Work in Progress 388,520           68,158

Total Electric Plant 176,790,323$  171,029,360$  
 

The following plant depreciation rates are being used for the years ended December 31, 
2018 and 2017: 
 
Electric Distribution Plant 2.80% - 10.00%
Wind Generation Plant 3.30% - 20.00%
Solar Generation Plant 5.00%
General Plant 3.60% - 17.00%
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NOTE 3 OTHER PROPERTY AND INVESTMENTS 

Investments in Associated Organizations 
Investments in associated organizations include capital term certificates, loan term 
certificates, and zero term certificates of the National Rural Utilities Cooperative Finance 
Corporation (NRUCFC). The Cooperative entered into an agreement in 1984 to extend the 
maturity dates on each capital term certificate to fifty (50) years. These certificates bear 
interest at a rate of 5% per annum and begin maturing in the year 2070. The loan term 
certificates bear interest at 3% and begin maturing in the year 2020. Zero term certificates 
begin maturing in 2020. 
 
The Cooperative is a voting member of Corn Belt Power Cooperative (CBPC) and Northwest 
Iowa Power Cooperative (NIPCO). The voting members share margins realized by CBPC 
and NIPCO, on the cooperative principle, based on pro-rata revenues. These investments or 
patronage capital earned by voting members are returned annually as approved by their 
respective boards of directors. 
 
Listed below is a summary of investments in associated organizations as of December 31: 
 

2018 2017
Investments in Associated Organizations:

NRUCFC - Term Certificates 1,562,669$      1,567,187$      
CBPC - Patronage Capital Credits 27,459,832      21,359,013      
NIPCO - Patronage Capital Credits 1,611,781        1,334,878        
NRUCFC - Patronage Capital Credits 1,252,336 1,183,181
NRTC - Patronage Capital Credits 635,172           684,291           
RESCO - Patronage Capital Credits 182,708           198,751           
FREIE - Patronage Capital Credits 239,307           227,564           
Other Associated Organizations 139,397 129,560

Total 33,083,202$    26,684,425$    
 

Other Investments 
2018 2017

Investments Classified as Available for Sale:
Corporate Equity Securities 30,051$           29,538$           

Investments in Business Park/Residential Developments 1,502,604        1,502,604        
Investment in Pocahontas Hospitality, LLC 1,589               1,589               
Special Funds - Deferred Compensation 534,881           542,470

Loans:
Rural Development Loans, 0% to 3% 4,279,825        3,131,121
Allowance for Loan Losses (121,493)          (80,955)            

Total Loans 4,158,332        3,050,166        

Total Other Investments 6,227,457$      5,126,367$      
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NOTE 3 OTHER PROPERTY AND INVESTMENTS (CONTINUED) 

Other Investments (Continued) 
Investments in Business Park/Residential Developments consist of land and land 
improvements being held for resale by ILDC recorded at cost. 
 
Rural Development Loans consist of promissory notes from businesses and governments in 
the Cooperative’s service territory. These notes bear interest rates of 0% to 3%. 
Management has calculated the allowance for loan loss amount related to the  
development loans based on the collection history of the loans. All loans are current as of 
December 31, 2018.  
 
Available-for-Sale Securities 
The following is a summary of the amortized cost and estimated market value of 
investments classified as available for sale as of December 31: 
 

Estimated
Gross Gross Market Value

Amortized Unrealized Unrealized (Carrying
Cost Gains Losses Value)

Stocks 9,137$         20,914$       -$                 30,051$       

Estimated
Gross Gross Market Value

Amortized Unrealized Unrealized (Carrying
Cost Gains Losses Value)

Stocks 9,137$         20,401$       -$                 29,538$       

December 31, 2018

December 31, 2017

 
The net unrealized holding gain in the available-for-sale portfolio, totaling $20,915 and 
$20,401 at December 31, 2018 and 2017, respectively, is recorded as a separate 
component of members’ equity.  
 
In general, investments are exposed to various risks, such as interest rate, credit, and 
overall market volatility risk. Due to the level of risk associated with certain investments, it is 
reasonably possible that changes in the values of the investments will occur in the near 
term, however, such changes would not be material to the consolidated financial 
statements. 
 
 

NOTE 4 SPECIAL FUNDS – DEFERRED COMPENSATION 

The Cooperative has a deferred compensation plan with certain employees. The deferred 
compensation funds are invested in mutual funds and recorded at fair value with an 
offsetting liability account, reflected as accumulated provisions for pensions and benefits. 
The cumulative carrying value of the investment as of December 31, 2018 and 2017 was 
$534,881 and $542,470, respectively. 
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NOTE 5 DEFERRED DEBITS 

As of December 31, deferred debits consisted of the following: 
 

2018 2017
Preliminary Surveys 135,138$         296,946$         
Bond Issuance Costs 18,625             22,173             
Unamortized Loan Conversion Fees 24,562             27,539             
NRECA RS Pension Plan Prepayment 1,323,578        1,641,237        

Total 1,501,903$      1,987,895$      
 

The unamortized loan conversion fees and bond issuance costs are being amortized over 
the life of the loans. On March 1, 2013, the Cooperative made a prepayment of $3,176,587 
to the National Rural Electric Cooperative Association (NRECA) retirement security plan. 
The Cooperative is amortizing this prepayment over ten years. 
 
 

NOTE 6 DETAIL OF PATRONAGE CAPITAL AND OTHER EQUITIES 

Patronage Capital 
The following is a summary of patronage capital at December 31: 
 

2018 2017
Assignable 10,681,720$    5,706,263$      
Assigned 1,157,302        1,690,713        
Balance 11,839,022$    7,396,976$      

 
Mortgage provisions restrict the retirement of patronage capital unless, after retirement, the 
capital of the Cooperative equals at least 30% of the total assets of the Cooperative; 
provided, however, that retirements can be made if such distributions do not exceed 30% of 
the patronage capital or the preceding year’s operating margins. No distributions can be 
made if there are unpaid, when due, any installments of principal or interest on the 
notes payable. 
 
Distributions to estates are made by a voluntary request of the estates on a predetermined 
discounted basis and approved quarterly by the Cooperative’s board of directors. Discounts 
are retained by the Cooperative and transferred to other equities. As of December 31, 2018, 
capital credits through 2003 have been fully retired. 
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NOTE 6 DETAIL OF PATRONAGE CAPITAL AND OTHER EQUITIES (CONTINUED) 

Other Equities 
Other equities consist of retained margins not allocated to patrons as follows at 
December 31:  
 

2018 2017
Statutory Surplus 18,024,214$    16,642,012$    
Reserve for Contingent Losses 20,505,668      19,581,824      
Reserve for Plant Replacement 46,392,839      43,742,839      
Reserve for Education Fund 24,239             24,239             
Reversion Fund 356,619           341,147           
Donated Capital 3,296,089        3,263,161        

Total 88,599,668$    83,595,222$    
 

The Cooperative’s Articles of Incorporation require that at least 10% of the Cooperative’s 
earnings remaining after provision is made for depreciation, obsolescence, bad debts, or 
contingent losses or expense, and must be added to statutory surplus until the surplus 
equals either $1,000 or 30% of all capital paid in for memberships plus unpaid patronage 
dividends, earnings from nonmember business, and earnings from allocations of other 
cooperatives, whichever is greater, but is not to exceed 50% of that total, as required by 
Section 499.30(2)(b) of the Iowa Code. Surplus at December 31, 2018 and 2017 equals 
50% of this total. 
 
The board of directors has the option to assign patronage earnings in the amount it 
determines necessary to maintain a reasonable reserve for depreciation, obsolescence, bad 
debts, contingent losses, or expenses, which may include a reserve for contingent losses 
and a reserve for electric utility plant replacement. 
 
 

NOTE 7 LONG-TERM DEBT AND LINE OF CREDIT  

Following is a summary of outstanding long-term debt as of December 31: 
 

2018 2017
National Rural Utilities Cooperative Finance Corporation:

Variable-Rate Notes, Due 2019 to 2026 (3.75%) 564,830$         3,106,778$      
Fixed-Rate Notes, Due 2020 to 2044 (2.90% to 6.60%) 30,065,923 29,541,295

CoBank Fixed-Rate Note, Due 2023 (0%) CREBS 14,333,333 17,200,000
USDA Notes, Due 2024 to 2027 (0%) 1,565,827 791,667
Loan Conversion Fees Payable 24,562             27,539             

Subtotal 46,554,475      50,667,279      
Less: Current Maturities 5,206,380        5,104,500        

Long-Term Debt, Net of Current Maturities 41,348,095$    45,562,779$    
 

Substantially all assets are pledged as security for the long-term debt owed to NRUCFC and 
CoBank. 
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NOTE 7 LONG-TERM DEBT AND LINE OF CREDIT (CONTINUED) 

The Energy Policy Act of 2005 provided electric cooperatives with the ability to issue Clean 
Renewable Energy Bonds (CREBs). A CREB is a special type of bond, known as a tax 
credit bond, which offers electric cooperatives low cost financing for the development of 
eligible renewable energy facilities. The Cooperative issued $43,000,000 in CREBs in 2009. 
These bonds were purchased by CoBank and bear interest at a rate of 0% with final 
payment due in 2023. 
 
The Cooperative obtained a loan of $1,000,000 at 0% from USDA to support an economic 
development project in their service territory. The loan is due in monthly installments of 
$10,417 through May 2024. The loan is guaranteed by Brown Development, LC. 
 
The Cooperative obtained a loan of $1,000,000 at 0% from USDA to support an economic 
development project in their service territory. The loan is due in monthly installments of 
$8,403 starting January 2018 through November 2027. The loan is guaranteed by Farmers 
Union Industries, LLC. 
 
As of December 31, 2018, there was $19,823,413 in unadvanced loan funds with NRUCFC. 
 
Loan Conversion Costs Payable 
During 2003, the Cooperative converted three (3) of its NRUCFC fixed rate loans to lower 
fixed-rate loans. The Cooperative incurred conversion costs of $183,910. These costs are 
being paid in quarterly installments over the life of the loans. 
 
The aggregate five-year maturities of long-term debt are as follows: 
 

Year Ending December 31, Amount
2019 5,206,380$      
2020 5,248,386        
2021 5,294,557        
2022 5,347,152        
2023 4,953,231        

Later Years 20,504,769      
Total 46,554,475$    

 
Lines of Credit 
The Cooperative has a $10,000,000 perpetual line of credit with NRUCFC. Borrowings on 
the line of credit are due on demand at interest rates, which vary with the prime interest rate 
published in the Wall Street Journal. The interest rates on the line of credit at December 31, 
2018 and 2017 were 3.75% and 2.75%, respectively. There were advances of $1,500,000 
and $500,000 on the line of credit as of December 31, 2018 and 2017, respectively. 
 
The Cooperative had a $1,000,000 and $8,000,000 line of credit with CoBank at 
December 31, 2018 and 2017, respectively. The interest rates on the line of credit at 
December 31, 2018 and 2017 were 4.61% and 3.67%, respectively. There were no 
advances outstanding on the line of credit as of December 31, 2018 and 2017. This line of 
credit expires on January 31, 2019. 
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NOTE 8 RETIREMENT PLAN  

Disclosure Information for Iowa Lakes Electric Cooperative Participation in the 
Retirement Security Plan 

Narrative Description 
The retirement security plan (RS Plan), sponsored by the National Rural Electric 
Association (NRECA) is a defined benefit plan qualified under Section 401 and tax-
exempt under Section 501(a) of the Internal Revenue Code. It is considered a multi-
employer plan under the accounting standards.  
 
The plan sponsor’s employer identification number is 53-0116145 and the plan number 
is 333. 
 
A unique characteristic of a multi-employer plan compared with a single employer plan is 
that all plan assets are available to pay benefits of any plan participant. Separate asset 
accounts are not maintained for participating employers. This means that assets 
contributed by one employer may be used to provide benefits to employees of other 
participating employers. 

 
Plan Information 
The Cooperative’s contributions to the RS Plan in 2018 and in 2017 represented less than 
5% of the total contributions made to the plan by all participating employers. The 
Cooperative made contributions to the plan of approximately $1,121,400 in 2018 and 
$1,129,900 in 2017. There have been no significant changes that affect the comparability of 
2018 and 2017 contributions. 
 
For the RS Plan, a “zone status” determination is not required and, therefore, not 
determined, under the Pension Protection Act (PPA) of 2006. In addition, the accumulated 
benefit obligations and plan assets are not determined or allocated separately by individual 
employer. In total, the RS Plan was over 80% funded on January 1, 2018 and January 1, 
2017 based on the PPA funding target and PPA actuarial value of assets on those dates. 
 
Because the provisions of the PPA do not apply to the RS Plan, funding improvement plans 
and surcharges are not applicable. Future contribution requirements are determined each 
year as part of the actuarial valuation of the plan and may change as a result of plan 
experience.  
 
At the December 2012 meeting of the I&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. 
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NOTE 8 RETIREMENT PLAN (CONTINUED) 

Plan Information (Continued) 
The Cooperative has also adopted the 401(k) pension plan, a savings plan qualified under 
Section 401(k) of the Internal Revenue Code. The plan allows employees to defer the 
maximum amount prescribed by law combined on a pre-tax basis and an after-tax basis 
(Roth 401(k) provision) through contributions to the savings plan. The Cooperative may also 
make voluntary contributions to this plan. The Cooperative’s contributions to the plan for the 
years ended December 31, 2018 and 2017 were approximately $101,900 and $102,700, 
respectively. 
 
 

NOTE 9 ACCUMULATED PROVISIONS FOR ASSET RETIREMENT OBLIGATIONS 

The Cooperative established a wind plant asset retirement obligation in the year ended 
December 31, 2018. The asset retirement obligation arises from the contractual requirement 
for the Cooperative to remove all turbines and restore all wind plant land when the land 
agreement expires in 2058. The liability was initially measured using historical data and 
previous studies completed, and is subject to change as more studies arise. The obligation 
will be amortized over a 10-year period. The obligation will be amortized over the remaining 
term of the Cooperative’s purchase power agreement which expires December 31, 2028. 
 
 

NOTE 10 ACCUMULATED PROVISIONS FOR WARRANTY OBLIGATIONS 

The following is a summary of accumulated provisions for water heater warranty obligations 
during the year ended December 31, 2018: 
 

2018
Beginning Balance as of January 1 -$                     
Warranties Issued 235,000           
Warranty Settlements -                       
Ending Balance as of December 31 235,000$         

 
The Cooperative established a warranty obligation during the year ended December 31, 
2018 arising from the requirement of the Cooperative to honor certain water heater 
warranties that extend beyond the manufacturers’ warranties. The liability was initially 
measured using historical data and the estimated cost to replace the water heaters.  
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NOTE 11 DEFERRED CREDITS 

Deferred credits at December 31 are as follows: 
 

2018 2017
Deferred Gain on RUS Debt Buyout 80,165$           103,762$         
Deferred Revenue 6,450,000        6,000,000        
Economic Development Credits 95,509             95,509             
Special Equipment Installation Costs 392,400           362,700           
Customer Advances for Construction 171,017           97,050             
Other Deferred Credits 16,035             16,776             

Total 7,205,126$      6,675,797$      
 

Effective December 19, 1996, the Cooperative reached an agreement with RUS and 
NRUCFC wherein RUS accepted $7,050,208 as payment in full on all outstanding RUS 
notes. As a result of the RUS buyout and NRUCFC’s refinancing arrangement, the 
Cooperative realized a $1,702,033 gain. This gain is being amortized on the effective 
interest method over the remaining lives of the original notes. 
 
Deferred revenue totaled $6,450,000 and $6,000,000 at December 31, 2018 and 2017, 
respectively. All deferred revenue plans were approved by the board of directors. The 
Cooperative will recognize deferred revenues depending upon forecasted cost of wholesale 
power supply, the anticipated loss of certain renewable energy tax incentives, and 
forecasted increases in maintenance expenses due to aging wind energy property. In 2018, 
the Cooperative deferred $1,000,000 of margins and recognized $550,000 of deferred 
margins. In 2017, the Cooperative deferred $1,150,000 of margins and recognized $150,000 
of deferred margins. 
 
 

NOTE 12 COMMITMENTS AND CONTINGENCIES 

The Cooperative has entered into an agreement to guarantee the debt of Heartland Security 
Services, LLC. The maximum guaranteed amount is $28,889 and there is no current 
exposure as of December 31, 2018. 
 
The Cooperative has entered into long-term all requirements contracts for the purchase of 
its wholesale electric power and energy requirements from Corn Belt Power Cooperative 
and Northwest Iowa Power Cooperative through the year 2075. 
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