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Did You Get a Check from GCEQ?

Capital credits allocated
in 1971 and a portion
from 2013 were paid to
members in December

Through the years, you probably received
a notice for an allocation of capital cred-
its. Those capital credits remain on the
books until they are retired.

Graham County Electric Cooperative
Inc. recently retired some long-standing
capital credits of more than $188,000. In
December, these checks were mailed to
members who were patrons in 1971 and
a portion of allocations were retired to
those who were members in 2013.

The following might help answer your
questions about the retiring of capital
credits.

What are capital credits?

Because Graham County Electric Coop-
erative and Graham County Utilities are
cooperatives owned by the members they
serve, they do not earn profits. Instead,
any revenues that exceed the cost of
doing business are considered margins.
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These margins represent an interest-
free loan of operating capital by the
membership to the cooperative; thus, the
term capital credits.

To a certain extent, this allows the
co-op to finance operations and new
construction without borrowing money
that would incur interest and necessitate
rate increases.

What is the difference between
“allocated” and “retired” capital
credits?

Allocated capital credits appear as an
entry on the permanent financial records
of the co-op, and reflect your equity or
ownership in Graham County Electric
and Graham County Utilities.

When capital credits are retired, a
check is issued to the member and your
equity in the co-op is reduced. This is
what happened in December.

GCEC issued more than 8,700 checks
to patrons who were members in 1971
and 2013. The co-op used a “hybrid”
retirement method approved by the
board of directors that included 100
percent of the 1971 capital credit alloca-
tions and 8.58 percent of the 2013 capital
credit allocations.

Do | have to be a member for an
entire year to earn capital credits?
No. Capital credits are calculated based
on the member’s monthly bills. The per-
centage of your total payment allocations
varies from year to year as well, depend-
ing on the margins earned by the co-op
that specific year.

Who determines when and how
capital credit allocations may be
retired?

The co-op must maintain a certain
equity ratio that is set by the Arizona
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Not negotiable

Corporation Commission and its lender,
the National Rural Utilities Cooperative
Finance Corp. to be permitted to retire
capital credits.

When that criterion is met, the board
of directors decides when or if capital
credits will be retired, as in this case.

What if | receive a check that is not
mine?

Please contact GCEC at (928) 485-2451,
tollfree at (800) 577-9266 or via our web-
site at www.gce.coop and we will provide
instructions on what to do.

Will capital credits be retired again
next year?

Not necessarily. When the criterion is
met, the board of directors will decide if
a retirement of capital credits is justified
based on the cooperative bylaws and pru-
dent business practice.

Why not just retire your allocations
each year or just break even?

That is not possible. The business of
building power lines is expensive and
much more so in a rural setting than in
a population-dense area, such as those
owned by investor-owned companies.

Maintaining the lines are subject to out-
side forces—most notably, the weather. It
would be impossible for electric coopera-
tive management to plan the operations of
a cooperative so precisely in advance that
revenues and expenses come out exactly
even at the end of the year. Some years
there have been no allocations.

Like other businesses, electric co-ops
must have money on hand to provide
current operating funds and a reserve for
the unexpected, such as storm damage.

With growth comes the need for new
power lines and substations to meet the
load demands and maintenance on exist-
ing lines. The cooperative also must have
sufficient margins from its operations to
repay any principal on loans.

It is a fine line to balance each year.

More than 40 percent of Graham
County Electric’s equity consists of
unretired capital credit allocations from
Arizona Electric Power Cooperative—
the generation cooperative that supplies
the power we deliver to your homes and
businesses.

As AEPCO retires its allocations to
Graham County Electric, your co-op will
continue to review the entire criterion to
retire your allocations. m
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Join Us for Your
Annual Meeting

Our heart is full thanks for the support from our members, so
please plan to attend Graham County Electric’s annual meeting
on Valentine’s Day Saturday, February 14, at 10 a.m. in the Pima
School cafeteria. We want to personally thank you for the sup-
port you have shown when we asked for it in 2014.

Remember that as a member of Graham County Electric,
you have the opportunity to participate in the election process
that sets co-ops apart from other business models.

The process of electing directors has begun. Those interested
in running for a seat on the board can obtain a petition at the
co-op office in Pima, gather the required signatures and turn in
the petition by close of business on January 8.

Directors up for re-election are Jim Bryce, District 1; Gerald
Schmidst, District 2; and Jerry Kempton, District 3.

Look for your ballot in your mailbox. Ballots will be mailed
to members the week of January 19 and must be returned to
the office by noon February 12.

Elections results will be reported by the election commit-
tee, along with reports from Board President Reuben McBride,
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Above, a member registers for last year’s annual meeting. Top, President
Reuben McBride welcomes attendees.

General Manager Steve Lines, and representatives of Grand
Canyon State Electric Cooperative Association and Arizona
Electric Power Cooperative.

We want to thank you from the bottom of our hearts for all
of your support. Make plans now to attend your annual meet-
ing. You won't want to miss out on the door prizes. m
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Co-op Membership
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Options
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Look Who Got a Facelift

Have you visited Graham County Electric Cooperatives website lately?

Check out our redesigned website at www.gce.coop. Use our webpage as a
resource to stay plugged in about all of the happenings at your cooperative.
Read co-op announcements, learn about upcoming events, find out more about
various programs, read about the ways GCEC is involved in the community,
access new service applications, pay your bill online and more.

Have an idea for additions to the website? We welcome your feedback. Tell us
what you think, and if there is something we have missed.
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(928) 485-2451

Toll free: (800) 577-9266
Fax: (928) 485-9491
WWW.gce.coop

Graham County Electric
Board of Directors:

President Reuben McBride
Vice Pres. Gene R. Larson
Secretary Tommy Clonts
Chris Claridge

Gerald Schmidt

Dennis Jacob

Jerry Kempton

Jim Bryce

Robert Reed

Graham County Utilities
Board of Directors:
President Jeff B. Larson
Vice President Jim Bryce
Secretary Mike Crockett
Tommy Clonts

Dennis Jacob

Gene R. Larson

Jerry Kempton

Larry H. Morris

Bob Brown

General Manager:
Steve Lines
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The power of human connections
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Manager’s Message

Still Near and Dear to My Heart

Last fall, when
our summer
loads came
down, Graham
County Electric
line crews re-
routed some
feeder lines and
de-energized
part of our
69,000-volt
transmis-
sion line that
feeds our Cork
Substation
between Pima
and Ft. Thomas.

De-energizing the line, yet
keeping everyone in power,
our crews changed out and
rebuilt some of the pole struc-
tures on the radial (one-way)
transmission line. This trans-
mission line upgrade included
single-, double- and even
triple-pole structures built in
1964, making them more than
50 years old. Our line crews
did an excellent job upgrad-
ing this line so we can avoid
future outages due to struc-
ture failure during storms.

While most members don’t
see or recognize this mainte-
nance work when it is done,
you do see the results in fewer
outages and blinks during
summer and winter storms.

I had the crew take pictures
during this work so we could

The line crew changes out poles between Pima and Fort Thomas.

document what was done.

This type of work always
will be near and dear to my
heart because it is where I
started my career at Graham
County Electric Co-op almost
36 years ago: as a journeyman
lineman. I worked on the line
crews several years before
moving into different man-
agement positions.

I have been the general
manager for 14 years, but I
still remember what it is like
working on power lines. I still
remember working long hours
into the night during summer
lightning storms—on top of a
pole—trying to get members’
power back on. I still remem-
ber the good feeling when
you get that power on and
lighted homes take the place of

total darkness.
I still remem-
ber the good
feeling after a
few members
came out and
thanked us for
getting their
power on in
such inclement
weather.

I appreciate
all of our co-op
employees and
could not ask
for a better
group of dedi-
cated, committed and highly
skilled employees working on
behalf of you, the members.

The cooperative’s greatest
asset is its employees.

The next time there is a
storm and the lights stay on
or don't blink, think of the
work the line crews have
done to make the system reli-
able. If the lights do go out,
think of the line crew out
there, no matter the weather
conditions, working to get the
power restored. Once it does
come back on, somewhere
out there is a co-op line crew
who takes great pride in what
they do for you, the members.

From our co-op family to
yours, have a safe and happy
new year!

—Steve Lines, manager



