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The annual meeting of the 
members of KEM Electric 
Cooperative, Inc. will be held 
in the Linton High School 
auditorium, Linton, N.D., at 
7 p.m. on Thursday, June 15, 
2017, to take action on the 
following matters:

1. Election of three directors
 In connection with the 

election of three 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 4
Victor “Chuck” Wald

District 5
Dean Dewald

District At-Large
Carmen Essig

2. Report 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.

/s/ Carter Vander Wal, secretary 

OFFICIAL 
NOTICE 
OF THE 

ANNUAL 
MEETING OF 
MEMBERS

KEM Electric Cooperative Inc.
2017 Annual Meeting
Thursday, June 15, 2017

Linton High School auditorium
Linton, N.D.

5:30-7 p.m. – Registration
• Member gifts
• Health fair by Emmons County 

Public Health
• Emmons County Extension 
• Electric technologies booth 

by Basin Electric Power 
Cooperative will be on display 
throughout the evening.

5:30-7 p.m. – Meal compliments 
of KEM Electric
• Roast beef, coleslaw, 

baked beans, chips, buns, 
pickles, kuchen and ice cream.

7 p.m. – Business meeting
• Election of directors
• Report of officers 
• Innovative Energy 

Alliance Cooperative report 
• Door prizes
• Grand prize

7 p.m. – Children’s Fun Night
• Activities for children ages 3-10
• All children will receive a 

door prize

If you need assistance because of 
a disability, please contact 
KEM Electric at 701-254-4666 or 
800-472-2673. 

CO-GENERAL MANAGERS/CEOs
Chris Baumgartner
Don Franklund 
    
STAFF
OFFICE EMPLOYEES
Gary Hulm, line superintendent 

and chief of staff
Tim Dockter, manager of 

member services 
Dawn Schiele, executive assistant
Kirk Praus, member support technician 
Marcy Sanders, service dispatcher
Lisa Rossow, data/communications 

analyst
Gerald and Ramona Birdsell, custodians
    
LINE DEPARTMENT
Linton office
Jeff Gefre, area foreman 
Dave Twardoski, journeyman lineworker
Dale Nagel, journeyman lineworker 
Kevin Horner, journeyman lineworker
Austin Ohlhauser, journeyman 

lineworker   

Jeff Werner, warehouseman/purchasing 
clerk 

Steele outpost 
Paul Hewitt, area foreman 
Jake Zink, journeyman lineworker 
Martin Messer, journeyman lineworker

INNOVATIVE ENERGY ALLIANCE:
Charlie Dunbar, chief information officer
Travis Kupper, chief financial officer
Teresa Bauer, human resources 

manager
Robert Kelly, manager of engineering
Trisha Samuelson, assistant engineering 

manager
Darren Stastny, safety coordinator
Taylor Van Dyke, civil engineer I
Linda Peterson, accountant II
Sandi Wade, accountant II
Adam Bloms, system administrator
Joe Volk, transmission & substation 

maintenance manager
Dean Mostad, GIS specialist 
Carmen Devney, communications 

coordinator

KEM ELECTRIC COOPERATIVE EMPLOYEES
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Greetings to the members, friends and employees of KEM 
Electric Cooperative.

Summer has arrived and it is time to plan for your co-op’s annual 
meeting. It seems we had a very long winter, with December reminding us of what 
weather in North Dakota can be. After the last two mild winters, this was more 
normal. The weather caused several outages in December. By mid-April, we received 
some very nice rain.

The best thing that happened in 2016 is that the presidential election is over for 
another four years. With the new administration, there will be less pressure on 
the coal industry. This is a good result for energy consumers; especially electricity. 
Another good result of the election will be changes to the Environmental Protection 
Agency. We need rules, but they need to be realistic.

We are reviewing KEM Electric’s management services with Innovative Energy 
Alliance Cooperative. The five-year agreement runs out at the end of 2017. The 
services will be extended, because the services are helping KEM operate more 
efficiently with the wide range of services provided.

I would like to thank the members, board and employees for the support they 
have given me this past year. The board and management team are working for you, 
the members.

Please plan to attend your annual meeting in Linton June 15.
We hope to see you there! ¢

Attend your annual 
meeting June 15
BY DEAN DEWALD

KEM Electric Cooperative

BOARD OF 
DIRECTORS

Chairman’s report

District 1
John Beck

Linton

District 3
Neil Meidinger

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
Vice Chairman 

Napoleon

At-Large Director
Dean Hummel

Hague

Dewald

5
Kidder

1

2
Emmons

4
Logan

3
McIntosh

KEM Electric Cooperative's 
districts are indicated on this 
service territory map.
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KEM Electric Cooperative is 
looking forward to another 
fast-paced and exciting 

year. As member-owners, this is 
your cooperative and we thank 
you for allowing us to serve you. 
Whether it’s your first year as a 
member of the cooperative or your 
73rd year, we remain dedicated 
to the legacy of bringing light and 
comfort to your home, farm or 
business. At its best, a cooperative 
does not differentiate between 
itself and members – we are one 
and the same. The opportunities 
and challenges we face together 
make us stronger, and this year’s 
theme, “Members – the Foundation 
of the Future,” reflects that spirit 
of cooperation.

 However busy things become, 

member engagement is important 
to your board of directors and 
staff. Although we may not get a 
chance to talk to you personally, 
we want to understand what is 
important to you when it comes 
to the service we are providing. 
In 2016, KEM Electric completed 
a member satisfaction survey. 
If you received a call, we thank 
you for participating. Overall, 
we learned that our cooperative 
is meeting expectations. We 
know that your overall member 
satisfaction is directly related to the 
reliability and affordability of the 
services provided. 

KEM Electric is responsible 
for 3,013 miles of power lines. 
Each year, maintaining a reliable 
system takes hundreds of hours of 

planning, inspecting and making 
system upgrades. Equally important 
is our commitment to balancing 
reliability and affordability with 
member expectations, which 
requires a mindset of continuous 
improvement and looking ahead to 
anticipate your future needs. 

A core part of a lineworker’s job 
is restoring power. KEM Electric 
experienced two major winter 
storm events in 2016. In January, a 
series of frost and ice events took 
out seven three-phase distribution 
poles, affecting 136 members. At 
the end of the year, a Christmas 
blizzard wreaked havoc on our 
system, taking down 15 three-phase 
poles, four single-phase poles, and 
the co-op experienced numerous 
cross-arm and wire breaks. On the 

Members – the 
Foundation of the Future
BY CHRIS BAUMGARTNER AND DON FRANKLUND, CO-GENERAL MANAGERS

Baumgartner Franklund

Managers’ report

INDEPENDENT AUDITOR’S REPORT
Report on the financial statements

We have audited the accompanying financial 
statements of KEM Electric Cooperative, Inc. (a 
nonprofit cooperative), which are comprised of 
the balance sheets as of December 31, 2016 
and 2015, 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 
audits 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 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.
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morning of Dec. 26, 2016, 1,050 
members were without power. 
We know the wait to have electric 
service restored can be frustrating, 
and we appreciate those of you 
who called us or commented on 
Facebook to support our line 
crews and staff. These storms are 
examples where our lineworkers 
worked to restore everyone’s power 
in difficult conditions. Then, they 
went home safely to their families.

This, of course, leads to the 
importance of your cooperative’s 
continued dedication to our 
culture of safety and commitment 
to working safely every day. KEM 
Electric is an advocate of safety. 
It remains a priority, and in fact, 
our way of life. We cannot say this 
enough: We look out for the safety 
of ourselves and others – before, 
during and after work.

In the past few years, we have 
spent many hours focusing on the 
ever-changing utility regulatory 
environment. The November 
election alludes to changes for our 
federal government. We continue 
to watch with great interest the 
future of the Environmental 
Protection Agency’s Clean 
Power Plan. Even though recent 

changes have been announced, 
the impact that it may have on 
the future of coal remains a 
discussion on Capitol Hill and 
potentially in the courts. Whatever 
policy is ultimately accepted, a 
carbon-constrained environment 
is a reality in which utilities 
must operate. 

One of our power suppliers, 
Basin Electric Power Cooperative, 
has embraced this changing 
environment. Over the last 
decade, Basin Electric has taken a 
leadership role in the development 
of renewable energy, adding more 
than 1,500 megawatts of wind 
generation into the power grid, 
investing more than $1 billion in 
natural gas generation resources, 
and investing more than $1.6 
billion in emissions controls to 
make the already-clean generation 
fleet even cleaner.

KEM Electric, with its 
alliance partners, continues to 
coordinate efforts with Basin 
Electric, the Western Area Power 
Administration and other utilities 
to meet compliance regulations 
set forth by the North American 
Electric Reliability Corporation 
and the Federal Energy Regulatory 

Commission. Strategic planning 
and adapting will help us 
meet the future needs of our 
member-owners. 

KEM Electric is no stranger to 
change. In fact, it could be argued 
that those who came years before 
us looked to the future with some 
anxiety, but more so with great 
hope. Just think what it was like for 
the housewife, on that rural farm, 
to flip on a light switch and light up 
a room; or the first time the family 
went to the refrigerator to pick out 
something cold. Those children 
likely heard someone say, “Can you 
please close that refrigerator door?”

Yes, adapting to change over the 
decades has made us stronger and 
more aware of the needs of our 
members. Times of change cause 
us to prioritize what truly matters, 
and bring us together to achieve a 
common bond. We are focused on 
powering the lives of our members 
and empowering the communities 
we serve.

We look forward to visiting 
with you at the annual meeting on 
June 15 at the Linton High School 
in Linton. 

Thank you for supporting KEM 
Electric Cooperative. n

Opinion 
In our opinion, the financial statements 

referred to above present fairly, in all material 
respects, the financial position of KEM Electric 
Cooperative Inc., as of December 31, 2016 and 
2015, and the 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 information
Our audit was conducted for the purpose of 

forming an opinion on the financial statements as 
a whole. The detailed schedule of deferred debits 
and deferred credits, and the detailed schedule 
of investments on the equity basis are presented 
for purposes of additional analysis and are not a 
required part of the financial statements. Such 
information is the responsibility of management 
and was derived from and relates directly to the 

underlying accounting and other records used to 
prepare the financial statements. The information 
has been subjected to the auditing procedures 
applied in the audit of the financial statements 
and certain additional procedures, including 
comparing and reconciling such information 
directly to the underlying accounting and other 
records used to prepare the financial statements 
or to the financial statements themselves, and 
other additional procedures in accordance with 
auditing standards generally accepted in the 
United States of America. In our opinion, the 
information is fairly stated in all material respects 
in relation to the financial statements as a whole.

Other reporting required by 
Government Auditing Standards

In accordance with Government Auditing 
Standards, we have also issued our report 
dated April 7, 2017, 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 KEM Electric Cooperative, 
Inc.’s internal control over financial reporting 
and compliance.

BRADY MARTZ & ASSOCIATES, P.C.
Bismarck
April 7, 2017
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This year, the director seats 
up for election are those 
of Carmen Essig, at large, 

Dean Dewald, District 5, and 
Victor "Chuck" Wald, District 4. 
All three incumbents are seeking 
re-election. Here, KEM Electric 
Cooperative provides a statement 
from each candidate:

District 5
Dean Dewald

I have been on the board of 
directors since 2002. I decided to run 
for the position when former director 
Jack Murphy decided not to run for 
re-election. It doesn’t seem possible 
it’s been 15 years.

I continue to ranch in the Dawson 
area. I also work as a supervisor for 
RCIS, a crop insurance provider. 
I supervise 10 adjusters in south 
central North Dakota.

With limited interest from 
members to run for the board, I 
would like to continue to serve 
as your director for District 5. I 
would ask for your support at the 
2017 annual meeting. Please plan 
to attend.

District At-Large 
Carmen Essig

I have enjoyed serving on the 
KEM board for the past 18 years 
and would like to continue to serve 
you. Having attended many director 
educational sessions, I feel I have the 
knowledge to continue to make the 
right decisions for you, the members. 
Representing KEM Electric 
Cooperative, I am also serving on the 
North Dakota Association of Rural 
Electric Cooperatives board.

Together with my wife, Cindy, 
we operate a ranch 11 miles north 
of Lehr. Cindy has operated a 
photography business since 1994, 
“Photos by Cindy.” Community and 

church are important elements in our 
lives, as well as family and friends. 
Our family has grown in the past 
years: Our oldest son, Damen, and 
his wife, Amanda, have a beautiful 
son, Christian, who is now 3 years 
old. Russel, our youngest, and his 
wife, Michelle, have little Henry, 2.

I look forward to serving the 
members with prompt and reliable 
service. Since I am at the end of a 
line, I especially know that reliable 
and quality service is so important. 
My goal is to work for the good of 
the cooperative. Thank you for your 
confidence and support.

District 4
Victor Wald

I am running for my third term 
on the KEM Electric Cooperative 
board. I was first elected in 2010. I 
have learned a lot about the electric 
cooperative business in these past 

years. I see the KEM board as 
futuristic thinkers who are always 
trying to meet the new electrical 
needs of their members.

I live five miles north of Napoleon 
and operate a dairy and grain farm. 
My wife, Susan, and I have four 
sons. Alex and his wife, Jessica, live 
in Napoleon with their two sons, 
Bentley and McKoy. Austin, Logan 
and Lucas reside at the Wald farm. 
Presently, all of our sons are involved 
in the dairy and farming operation.

In my spare time, I enjoy meeting 
new people and visiting with old 
friends. I also enjoy playtime with 
my grandsons and spending time at 
the lake with family and friends. n

Meet the candidates
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Capital Credit Retirements

An electric cooperative exists to provide its members with electric service – 
on a nonprofit basis. Capital credits reflect each member’s ownership in the 
cooperative. Electric cooperatives do not earn profits. Instead, any margins 
or remaining revenue after all expenses have been paid are returned to the 
cooperative’s members in proportion to their electrical usage. These are 
called capital credits.
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WHERE YOUR DOLLAR 
CAME FROM

2016

Residential 
& Farms

39%

Seasonal
17%

Irrigation
12%

Small 
Commercial

22%

Large 
Commercial

8%

Sales to Public 
Authorities

2%

WHERE YOUR  
DOLLAR WENT

2016

Purchased 
Power

50%
Operating 
Expenses

27%

Depreciation
13%

Interest  
& Other

7%

Taxes
1%

Operating 
Margins

2%

  2016 2015
Operating Revenue   $9,795,451   $8,483,659 
Cost of Purchased Power   4,936,360   3,961,020 
Line Operation & Maintenance   1,344,287   1,117,747 
General Operating Expense   1,289,616   1,178,065 
Depreciation   1,261,365   1,134,281 
Taxes   53,878   52,396 
Interest   703,487   685,692 
Other Expenses   6,525   12,835 
     Total Cost of Electric Service   $9,595,518   $8,142,036 
Operating Margins   199,933   341,623 
Power Supplier & Other Capital Credits   451,858   220,827 
Non-Operating Margins   75,548   132,285 
   
Total Margins and Patronage Capital   $727,340   $694,735

2016 Comparative Income Statement
For Years ended December 31, 2016 and 2015

Balance Sheet  
December 31, 2016 and 2015

  2016 2015
Assets   
Utility Plant   $45,195,567   $43,690,587 
Accumulated Depreciation   (19,766,455)  (19,765,744)
Net Utility Plant   $25,429,112   $23,924,843 

Cash and Other Assets   
Cash   $495,743   $649,176 
Investments in Associated Organizations  5,128,015  5,314,096 
Accounts Receivable (Net)  1,072,739  852,381 
Materials and Supplies  265,531  184,804 
Deferred Assets  353,982  341,841
Total Cash & Investments  $7,316,010 $7,342,298
 
Total Assets   $32,745,123   $31,267,141 
   
Member Equity   
Patronage Capital   $9,168,784   $8,859,957 
Donated Capital   267,240   261,590 
Non-Operating Margins   2,841,620   2,766,072 
Total Member Equity   $12,277,644   $11,887,619 
   
Liabilites   
Long-Term Debt   $18,013,724   $16,783,956 
Consumer Prepayments  27,297  51,194 
Accounts Payable  889,675  990,773 
Other Current and Accrued Liabilities  236,782  253,598 
Power Cost Deferral  1,300,000  1,300,000 
Total Liabilities   $20,467,478   $19,379,521 
   
Total Liabilities & Member Equity   $32,745,123   $31,267,141
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The 72nd annual meeting of KEM 
Electric Cooperative, Inc. was called 
to order at 7 p.m., June 16, 2016, in 
the Linton Public School auditorium, 
Linton, N.D., with Chairman Dean 
Dewald presiding. The meeting 
commenced following an evening meal.

John Beck, director of KEM Electric, 
gave the invocation. 

The Lutheran Celebrate Choir sang 
the national anthem.

Dan Weber, the president 
of the Linton Industrial 
Development Corporation, gave the 
welcome address.

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.  

Secretary Carter Vander Wal 
reported the cooperative's membership 
as of June 16, 2016, consisted of 2,172 
members and there were 130 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 
2016 annual meeting minutes.

Chairman Dewald called for reading 
of the minutes of the June 18, 2015, 
annual meeting. Secretary Vander Wal 
moved to dispense with reading of the 
minutes and approve the minutes as 
published in the 2016 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 
as well as the Innovative Energy 
Alliance employees.

Chairman Dean Dewald announced 
the next order of business to be 
the election of two directors and 
introduced the following election 
tellers: John Wald and Carmen Rath-
Wald, Napoleon; Twyla Zimmerman, 
Tappen; Linda Rudolph, Dawson; Dan 
Schuler, Wishek; and Jack Horner, 
Wishek. Chairman Dean Dewald stated 
the director seats up for election are in 
District 3 and District At-Large at this 
annual meeting. 

Dean Dewald, chairman, introduced 
Neil Meidinger and Allen Wolf, 
Zeeland, nominees for the District 
3 position having been nominated 
by petition. Prior to calling for 
nominations from the floor, Mr. 
Dewald reviewed the requirements 
for nominations. Mr. Dewald 
asked for additional nominations. 
Hearing none, a motion was made 
to close nominations for District 3. 
Motion carried.

 Dean Dewald, chairman, introduced 
Dean Hummel, Hague, nominee for 
the Director At-Large position having 
been nominated by petition. Prior to 
calling for nominations from the floor, 
Mr. Dewald reviewed the requirements 
for nominations. Mr. Dewald asked for 
additional nominations. Hearing none, 
a motion was made from the floor 
to cast a unanimous ballot for Dean 
Hummel. Motion carried.

The voting for District 3 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. 

Co-General Managers Don 
Franklund and Chris Baumgartner, 
Chief Financial Officer Travis Kupper, 
from the Innovative Energy Alliance, 
gave reports on the 2015 KEM 
Electric activities. 

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

Prizes were awarded.
Vice Chairman Victor J. Wald 

announced Sienna Bosch as the 
recipient of the Basin Electric $1,000 
scholarship and Alissa Leier as the 
$500 KEM Electric scholarship. 

Vice Chairman Victor J. Wald 
introduced Kyle Zimmerman who 
was the winner of the 2016 Electric 
Cooperative Youth Tour essay contest. 

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

was held.
Chairman 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 3, there were 
83 votes cast for Neil Meidinger and 
34 votes cast for Allen Wolf. Neil 
Meidinger was declared director in 
District 3.

Prizes were awarded.
Chairman Dewald thanked the 

employees and everyone that helped 
make the annual meeting possible.

The winner of the $400 progressive 
door prize was Dean Schumacher, and 
he was present. At the 2017 annual 
meeting, the drawing will be $100.

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

KEM
Electric Cooperative, Inc.

Minutes of the annual meeting
KEM Electric Cooperative, Inc.
June 16, 2016
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