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The annual meeting of the members of KEM Electric 
Cooperative Inc. will be held in the Linton Public School 
auditorium, Linton, N.D., at 7 p.m. Thursday, June 20, 
2013, to take action on the following matters:

1. Election of two directors
 In connection with the election of two directors 

scheduled to be held at this meeting, the following 
members have been nominated for director by 
petition, which is in accordance with the bylaws of 
the cooperative:

 

 District 3
 Milton Brandner, Zeeland
 Mark Dohn, Eureka, S.D.

 Director At-Large
 Dean Hummel, Hague

2. Reports of officers and directors 
and for the transaction of such other and further 
business that may come before the meeting or any 
adjournment or adjournments thereof.

 
Dated: May 20, 2013

/s/ Carter Vander Wal, secretary

OFFICIAL NOTICE 
OF THE ANNUAL MEETING OF MEMBERS

5:30 - 7 p.m. - Registration
• Member gifts
• Meal compliments of KEM
• An electric technology booth 

will be on display
• The Linton Public Health will 

hold a health fair

7 p.m. – Business meeting
• Election of directors

• Report of officers
• Innovation Energy Alliance 

report 
• Door prizes
• Grand prizes
• Progressive $100 cash prize
 (All members’ names will be 

entered in drawing. Must be 
present to win.)

7 p.m. – Children’s Fun Night
Activities for ages 3-10

If you need assistance because of 
a disability or physical handicap, 
please contact KEM Electric prior 
to June 20.

KEM Electric Cooperative Inc.

2013 annual meeting
Thursday, June 20, 2013

Linton Public School auditorium
Linton, N.D.

KEM Electric Employees
General Managers/CEO
Chris Baumgartner
Don Franklund

Staff
Gary Hulm, Line superintendent
Roberta Nagel, Offi ce mgr./chief of staff

Offi ce employees
Diane Grossman, Plant accountant
Lisa Cross, Billing clerk

Dawn Schiele, Executive assistant
Alex Craigmile, Accounting clerk
Kirk Praus, Member support technician
Gerald and Ramona Birdsell, custodians

Line department
Linton offi ce
Jeff Gefre, Area foreman
Dave Twardoski, Journeyman lineworker
Tim Dockter, Journeyman lineworker
Dale Nagel, Apprentice lineworker

Kevin Horner, Apprentice lineworker
Austin Ohlhauser, Apprentice lineworker
Jeff Werner, whse./purchasing clerk

Steele Outpost
Paul Hewitt, Area foreman
Jake Zink, Journeyman lineworker
Martin Messer, Journeyman lineworker
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Greetings to the members, 
employees and friends of KEM Electric 
Cooperative. After a somewhat mild 
winter, it seemed that spring would 
never arrive. As I write this, it seems 
that warmer weather is finally here.

Recently, Director John Beck and 
I had the opportunity to attend the 
National Rural Electric Cooperative 
Association (NRECA) Legislative 
Conference in Washington, D.C. We 
had the opportunity to meet the new 
chief executive officer of NRECA, 
JoAnn Emerson. The goal is to provide 
information to our lawmakers about 
issues critical to our industry and to 
rural America. The four main issues at 
this year’s conference were:
• Support of the Rural Utilities 

Service. This is the loan program for 
cooperatives to build and maintain 
systems throughout rural areas. The 
budget has been cut to fund this 
program at a $4 billion level for the 
fiscal year 2014. This is one of a few 
programs that doesn’t cost taxpayers 
money, but actually makes money 
for the government. 

• Coal combustion residuals 
legislation. This legislation is 
intended to keep coal ash from being 
treated as a hazardous material. Coal 
ash is commonly used in concrete, 
drywall and other products.

• New efficiency standards for 
electric water heaters. The U.S. 
Department of Energy (DOE) set new 
efficiency standards for electric water 
heaters that essentially eliminate the 
types of water heaters cooperatives 
use. If the DOE does not make 
significant changes to the Notice of 
Proposed Ruling, cooperatives may 
still lose the ability to use large-
volume electric water heaters for 
demand-side management programs 
at a great cost to cooperative 

member-owners. Cooperatives are 
seeking a waiver of the new rules to 
allow cooperatives to continue to use 
larger efficient water heaters.

• Oppose more regulation of 
cooperatives poles. Electric 
cooperatives are exempt from Federal 
Communications Commission 
(FCC) pole attachment regulations. 
Recently, the cable industry testified 
that cooperative poles should fall 
under federal regulation. This plan 
would raise electric rates to improve 
the bottom line of cable companies.
As you can see, there are many 

concerns for our industry. The old 
story has been that our industry will 
live or die by politics. This statement 
is becoming more and more true as 
time goes on. So please pass on your 
concerns to our lawmakers whenever 
you have time.

Last year, KEM Electric entered into 
an agreement with the Innovation 
Energy Alliance for management 
services until the end of 2012. As of 
Jan. 1, 2013, the board decided to 
extend the arrangement for the next 
five years. The agreement has been 
a very good change for the KEM 
organization.

The board has very tough decisions 
due to all of the forces acting on our 
inputs of operation. The members can 
be assured that the board acts in the 
best interest of its members in every 
decision.

On behalf of the board, we would 
like to thank the employees for all of 
their dedication and hard work this 
last year.

I would like to thank the 
members and the board for their 
continued support.

We hope to see you at your 
cooperative’s annual meeting Thursday, 
June 20, in Linton. n

Co-op shares challenges 
on national level
BY DEAN DEWALD

KEM Electric Cooperative

BOARD OF 
DIRECTORS

Chairman’s report

District 1
John Beck

Linton

District 3
Milton Brandner

Vice chairman
Zeeland

At-Large director
Carmen Essig

Lehr

District 5
Dean Dewald

Chairman
Steele

District 2
Carter Vander Wal

Secretary-
treasurer

Pollock, S.D.

District 4
Victor J. Wald

Napoleon

At-Large director
Dean Hummel

Hague

Dewald
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2012 was a year of transition and 
change for KEM Electric Cooperative. 
Changes in management, leadership, 
employees and policies affected the way 
your Touchstone Energy® Cooperative 
operates, while leaving our core values 
– integrity, accountability, innovation 
and commitment to community – 
firmly intact.

Electric sales across the service area 
remain steady, largely, in part, due 
to the booming North Dakota 
economy, land prices and strong 
commodity pricing.

Development and growth have also 
necessitated restructuring some of our 
policies, work processes and employee 
duties. KEM Electric employees are 
working harder than ever to accomplish 
new goals while maintaining the same 
high level of customer service to all of 
our members. 

Three new employees joined our 
team in 2012; two employees, 
each with more than 30 years of 
service, retired. 

Our new line extension policy 
protects our members from the 
high costs associated with building 
new electrical lines and ensures our 
cooperative will thrive long into 

the future.
Safety is of the upmost importance to 

all of us at KEM Electric Cooperative. 
We maintain the highest level of safety 
standards to ensure our employees, 
members and friends stay out of harm’s 
way. We’re thankful that 2012 was 
another safe year for the cooperative.

Reliability has been another focus 
at KEM this year. We are replacing 
aging equipment and cable to minimize 
blinks and outages across our system. 
Three of our substations were upgraded 
to accommodate more load and 
work more efficiently. As we work 
throughout the service territory, we 
realize that North Dakota is a beautiful 
place to call home, and we want to 
keep it that way. All of our construction 
crews and employees are committed 
to maintaining the land and ensuring a 
low impact in and around work sites.

South Central Water, part of the rural 
water district that brings clean water 
to rural areas, came onto our system in 
June 2012. We’re pleased to be able to 
assist in bringing safe drinking water to 
the membership.

A small rate increase also occurred 
this year. It is a direct reflection of the 
increased cost of power generation. 

Basin Electric Power Cooperative 
generates and supplies electricity 
to KEM’s system. A portion of our 
electricity also comes from the Western 
Area Power Association – the federal 
agency responsible for operating 
the hydroelectric dams on the 
Missouri River.

We’re thankful for the capable 
management of our generation and 
transmission needs – utilizing coal, 
natural gas, nuclear, wind and water. 
Both of the affiliated agencies have a 
solid reputation and a long history of 
sound decision-making. 

Our members need to have reliable 
electricity available at affordable 
rates. This is our highest priority and 
the focus that shapes every decision 
we make. Your board of directors, 
management and employees always 
consider how their decisions will affect 
members’ cost and reliability.

This consideration means that as 
members, you can trust that KEM 
Electric Cooperative is working hard to 
keep the lights on and costs low. We 
are honored to be part of such a strong, 
cooperative-focused organization 
and we look forward to serving the 
membership in 2013. n

KEM works hard to meet 
challenges
BY CHRIS BAUMGARTNER AND DON FRANKLUND

Managers’ report

Baumgartner Franklund

We have audited the accompanying financial 
statements of KEM Electric Cooperative 
Inc., which are comprised of the balance 
sheets as of Dec. 31, 2012 and 2011, and the 
related statements of revenue and expenses, 
patronage capital and other equities, and 
cash flows for the years then ended, and the 
related notes to the financial statements.

Management’s responsibility for the 
financial statements
Management is responsible for the 
preparation and fair presentation of these 
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 financial statements 
that are free from material misstatement, 
whether due to fraud or error. 

Auditor’s responsibility
Our responsibility is to express an opinion 
on these financial statements based on 
our audits. We conducted our audits in 
accordance with auditing standards generally 
accepted in the United States of America 
and the standards applicable to financial 
audits contained in Government Auditing 
Standards, issued by the comptroller general 
of the United States. Those standards require 

that we plan and perform the audit to obtain 
reasonable assurance about whether the 
financial statements are free from material 
misstatement.
An audit involves performing procedures to 
obtain audit evidence about the amounts and 
disclosures in the financial statements. The 
procedures selected depend on the auditor’s 
judgment, including the assessment of the 
risks of material misstatement of the financial 
statements, whether due to fraud or error. In 
making those risk assessments, the auditor 
considers internal control relevant to the 
entity’s preparation and fair presentation of 
the financial statements in order to design 
audit procedures that are appropriate in the 

Report on the financial statements
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Meet the candidates
Three candidates are seeking seats on KEM Electric Cooperative’s board of directors. Incumbent Dean Hummel is 

seeking re-election in the District At-Large. Incumbent Milton Brandner and Mark Dohn are running in District 3. Here, 
KEM Electric Cooperative provides a statement from each candidate:

Dean Hummel
District At-Large

My name is Dean Hummel and I will be running for re-election as the District At-Large director. 
I have been farming for 34 years on a farmstead three miles north of Hague. I am married with four 
children, six grandchildren and am a graduate of the North Dakota State College of Science. 

I’ve been a director for nine years at KEM Electric. During this time, I’ve completed all the courses to 
become a certified director, which involved a lot of classroom schooling and home courses. 

I’ve been honored to serve the membership for the last nine years and hope to continue to work for 
the members and the employees for the next three years. Your appearance and vote at the KEM Electric 
annual meeting on Thursday, June 20, 2013, at Linton High School would be greatly appreciated. 

Milton Brandner
District 3

My name is Milton Brandner, and I’m seeking re-election to the board of directors in District 3 
of KEM Electric on Thursday, June 20, 2013, at KEM’s annual meeting in Linton. I live nine miles 
north of Zeeland and have lived there most of my life. I’m retired from farming, but I still do a little 
auctioneering and will continue to live on the farm. I would like to continue to serve on the KEM 
board. I have a lot more time now than I ever had, and I believe my past experience on the board 
gives me extensive knowledge on the various issues the board may have to address. In the electrical 
industry, there are always many new challenges and I’m willing to accept those challenges and do my 
best as always.

Mark Dohn
District 3

My name is Mark Dohn and I would appreciate your vote for director of District 3. I live on a farm 
six miles southeast of Venturia and have been farming and ranching for over 38 years with my wife, 
Pauletta. We have three grown children, Alicia, Todd and Andrew. 

I completed college at Northern State University in Aberdeen, S.D. Our farm has been served by 
KEM Electric for more than 60 years. I would consider it an honor to serve on the KEM Electric board 
of directors. n

Hummel

Dohn

circumstances, but not for the purpose of 
expressing an opinion on the effectiveness 
of the entity’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 
financial statements.
We believe that the audit evidence we have 
obtained is sufficient and appropriate to 
provide a basis for our audit opinion.

Opinion 
In our opinion, the financial statements 
referred to above present fairly, in all material 

respects, the respective financial position of 
KEM Electric Cooperative Inc., as of Dec. 31, 
2012 and 2011, and the respective changes 
in financial position and cash flows thereof 
for the years then ended in accordance with 
accounting principles generally accepted in 
the United States of America.

Other reporting required by government 
auditing standards
In accordance with Government Auditing 
Standards, we have also issued our report 
dated April 3, 2013, on our consideration 
of KEM Electric Cooperative Inc.’s internal 
control over financial reporting and on 
our tests of its compliance with certain 
provisions of laws, regulations, contracts 

and grant agreements and other matters. 
The purpose of that report is to describe the 
scope of our testing of internal control over 
financial reporting and compliance and the 
results of that testing, and not to provide 
an opinion on internal control over financial 
reporting or on compliance. That report 
is an integral part of an audit performed 
in accordance with Government Auditing 
Standards in considering the cooperative’s 
internal control over financial reporting 
and compliance. n

BRADY, MARTZ & ASSOCIATES, P.C.
Bismarck, N.D.
April 3, 2013

Brandner
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COOPERATIVE STATISTICS     
  2012 2003
Number of members  2,134  2,186
Number of meters  3,685  3,397
Miles of line  3,004  2,968
KWH purchased  $77,805,576 $63,564,417
Average monthly KWH used 2,146  1,429
Average monthly bill  $202.18  $114.27
Meters per mile  1.23 1.14
Members served per mile  0.71 0.74

2012 COMPARATIVE INCOME STATEMENT  
2012 2011

Operating Revenue  $7,622,537   $6,647,959 

Cost of wholesale electric power  3,401,381   2,868,019 
Transmission line and substation expense  13,946   34,888 
Distribution expense-operations and maintenance  850,487   823,983 
Consumer accounts and customer service expense  166,982   131,349 
General and administrative expense  968,198   881,243 
Depreciation  965,884   953,662 
Tax expense  77,187   76,748 
Interest  610,077   650,479 
Other deductions  6,211  7,342 
     Total cost of electric sevice  $7,060,353   $6,427,713 
Patronage capital and operating margins  562,184   220,246 
Other operating margins (associated cooperatives)  123,327   104,367 
Non-Operating margins  48,529  586,730 

Total Margins and Patronage Capital  $734,040 $911,343 

BALANCE SHEET  
December 31, 2011 and 2012  
ASSETS 2012 2011
Electric Plant  $38,051,057   $36,233,161 
Less Depreciation  18,189,355 17,429,514 
Net Electric Plant  $19,861,702   $18,803,647 
Cash - General Fund  $375,477   $205,262 
Temporary Cash Investment 200,000 700,000
Investments in Associated Organizations 4,523,727 3,793,092
Accounts Receivable (Net) 767,985 628,526
Materials and Supplies 575,260 505,691
Other 48,651 73,852
Total Assets  $26,352,803  $24,710,070 

LIABILITES
Long-Term Debt (Net)  $14,895,558   $13,620,571 
Consumer Prepayments 95,604  89,545 
Accounts Payable 392,646  346,687 
Other Current and Accrued Liabilities 262,277  303,780 
Total Liabilities  $15,646,085   $14,360,583 
NET WORTH
Patronage Capital  $7,955,771   $7,658,600 
Donated Capital  222,658   211,127 
Non-Operating Margins  2,528,289 2,479,760 
Total Net Worth  $10,706,718 $10,349,487 

Total Liabilities and Net Worth  $26,352,803 $24,710,070

WHERE YOUR DOLLAR 
CAME FROM

2012

WHERE YOUR 
DOLLAR WENT

2012

Residential 
& Farms

42%

Purchase 
Power

45%

Seasonal

10%

Operating 
Expenses

26%

Irrigation

14%

Depreciation
13%

Small 
Commercial

24%

Interest 
& Other

8%

Large 
Commercial

8%

Taxes
1%

Sales to Public 
Authorities

2%

Operating 
Margins

7%
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CAPITAL CREDIT RETIREMENTS

CAPITAL CREDIT RETIREMENTS
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Year General Estate
Capital Credit 
Retirements

2003  74,968.78  27,338.22  102,307.00 

2004  174,983.20  27,225.15  202,208.35 

2005  326,327.80  32,242.52  358,570.32 

2006  387,303.49  29,257.50  416,560.99 

2007  348,849.70  49,310.54  398,160.24 

2008  344,866.66  24,804.13  369,670.79 

2009  332,186.68  22,639.05  354,825.73 

2010  350,751.59  24,801.42  375,553.01 

2011  364,482.40  25,737.92  390,220.32 

2012  356,665.45  31,816.41  388,481.86 
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Minutes of the annual meeting
June 21, 2012

The 68th annual meeting of KEM 
Electric Cooperative Inc. was called 
to order at 7 p.m., June 21, 2012, in 
the Linton Public School auditorium, 
Linton, North Dakota, with Chairman 
Dean Dewald presiding. The meeting 
commenced following an evening meal.

Jenny Aichele and Lydia Thomas, 
students from the Steele Public School, 
sang the national anthem.

Perry Kimble, Linton city 
councilman, Linton, gave the invocation 
and community welcome.

Chairman Dewald announced the 
order of business for the meeting. 
Cooperative Attorney Tom Bair 
was introduced.

Chairman Dewald reviewed the 
contents of the packets members 
received during registration and 
directed children to the location for the 
Children’s Fun Night activities. 

Chairman Dewald expressed 
appreciation to the KEM Community 
Service Organization for their assistance 
with the meeting.

Secretary Carter Vander Wal reported 
the cooperative’s membership as of 
June 21, 2012, consisted of 2,145 
members and there were 225 members 
present at the time the meeting was 
called to order. This number represented 
a quorum. Chairman Dewald declared 
the meeting officially opened.

Secretary Vander Wal moved to 
dispense with reading of the notice 
of the annual meeting since it was 
mailed to the membership. The motion 
was seconded and carried. Chairman 
Dewald directed the secretary to attach 
a copy of the notice of the meeting and 
proof of mailing to all members to the 
2012 annual meeting minutes.

Chairman Dewald called for reading 
of the minutes of the June 16, 2011, 
annual meeting. Secretary Vander Wal 
moved to dispense with reading of the 
minutes and approve the minutes as 
published in the 2011 annual report. 
The motion was seconded and carried.

Chairman Dewald informed the 
members there would be time later in 
the meeting for members to address 
the meeting. 

The early bird prize was awarded.
Chairman Dewald introduced guests 

in attendance and acknowledged the 
receipt of letters from public officials. 

Chairman Dewald introduced the 
members of the board of directors as 
well as the employees of KEM Electric.

Chairman Dean Dewald announced 
the next order of business to be the 
election of two directors and introduced 
the following election tellers: Neil 
Meidinger, Zeeland; Henry Dockter, 
Zeeland; Jack Horner, Napoleon; 
Willie Piatz, Napoleon; Mike Horner, 
Napoleon; Gary Aichele, Steele; and 
Kris Stroh, Tappen. Mr. Dewald stated 
the director seats up for election are 
in District 1 and District 2 at this 
annual meeting. 

Chairman Dean Dewald introduced 
Adolph Feyereisen, Braddock, director 
nominee for District 1, having been 
nominated by petition. Prior to 
calling for nominations from the 
floor, Chairman Dewald reviewed the 
requirements for nominations. John 
Beck, Linton, was nominated from 
the floor. Chairman Dewald asked 
for additional nominations. Hearing 
none, Chairman Dewald closed the 
nominations. 

Chairman Dean Dewald introduced 
Carter Vander Wal, director nominee 
for District 2, having been nominated 
by petition. Prior to calling for 
nominations from the floor, Mr. 
Dewald reviewed the requirements 
for nominations. There were no 
nominations from the floor. A motion 
was made and seconded that the 
secretary cast a unanimous ballot for 
Carter Vander Wal director for District 
2. The motion carried. Mr. Vander Wal 
was declared Director for District 2.

The voting for District 1 took place at 
this time.

Chairman Dewald introduced Tony 

Schaffner, chairman of KEM Electric 
Operation Round Up. Mr. Schaffner 
reported on activities and 
introduced the Operation Round 
Up board members. 

A motion was made and seconded to 
approve the chairman’s and treasurer’s 
reports as mailed. The motion carried.

Co-Alliance Managers Clayton 
Hoffman, Don Franklund and Chris 
Baumgartner from the Innovative 
Energy Alliance presented a report on 
the history of the Innovative Energy 
Alliance, how the Alliance operates, 
and the future of KEM Electric’s 
arrangement with the Alliance. 

Chairman Dean Dewald announced 
Desiree Enzminger as the recipient 
of the Basin $1,000 scholarship and 
David Leier as the $500 KEM Electric 
scholarship. 

Chairman Dean Dewald announced 
Karlee Feist as the winner of the 
2012 Rural Electric Youth Tour essay 
contest. Karlee was unable to attend 
the meeting,as she was in Washington, 
D.C., representing North Dakota on the 
tour.

KEM Electric recognized Director 
Adolph Feyereisen, and former Line 
Superintendent Richard Ibach and 
Journeyman Kenny Schneider for their 
loyal years of service.

Prizes were awarded.
A brief question-and-answer period 

was held.
Mr. Dewald called for any further 

business. Chairman Dewald assured 
the membership that all questions and 
comments from the membership are 
welcome. 

The results of the election were 
revealed. In District 1, there were 92 
votes cast for Adolph Feyereisen and 
101 votes cast for John Beck. John Beck 
was declared Director in District 1.

Prizes were awarded.
Chairman Dewald thanked the 

employees, the 4-H Club of Linton and 
the Women’s Group.

The grand prize drawings were held. 
The winner of the $500 progressive 
door prize was awarded to Richard 
and Janice Smith. At the 2013 annual 
meeting, the drawing will be $100.

The 2013 annual meeting will be 
held in Linton on Thursday, 
June 20, 2013.

It was moved and seconded the 
meeting be adjourned. The motion 
carried. n

KEM Electric Cooperative
Board meeting highlights
April 25, 2013

• Reviewed report from the Voucher 
Review Committee

• Assigned margins to the members 
equity for 2012

• Approved revised Policy Bulletin 
10 – 24, Overtime

• Approved general refund of capital 
credits

• Accepted 2012 audit report by 
Brady Martz & Associates

• Approved the special equipment 
summary for March
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