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CEO REPORT

Thoseof uslivingin the communitieshat makeup our northernNew Mexicoservicderritoryknowwe aretruly blessedvith the culture history
and naturalbeautythat surroundsaus We maynot alwaysagreeaboutthe issueghat comeup, but we arelike-mindedin our determinatiorto

improvethe qualityof life for ourfamiliesfriendsandneighbors

We havehad numerousexample®f that determinatiorin the pastyear,manyaffectingour economyas we slowly move out of the Great
Recessiothat hasburdenedur nation,aswell asour localcommunitiesThe boardof trusteesmmanagemerand staff at Kit CarsonElectric
Cooperativenc. areproudto do our partto assisin thiseconomigeboundIn 2012we sawthe Enchanted.ight FiberOptic Projectbeginwith

the installatiorof infrastructurehat will bring stateof-the-art communicationtechnologyto everyhomeandbusinesservicedy KCEC. Over
$12millionwascontributedo thelocaleconomyn 201 2from the EnchantedLight Project

Whena challengarosethat threatenedhe continuatiorof the projectover4000of our membersttendedh meetingof the New MexicoPublic
RegulatiolCommissior{PRC)in Santaeto let themknow how importantthe projectis to the economie®f our communitiesBecausef this
greashowof supportwewereableto continuethe projectandmakegreastridegowardits completiorscheduletbr the beginningf 2015

Alsoin regardto the Enchanted.ight Fiber Optic Project,we havebegunbetatestingin certainareaso ensurevhenwe begino | i gthg G
section®f our serviceerritorylaterin 2013the technologywill work to perfection\We will be offeringnot only internetserviceat speedsiow
onlyfoundin metropolitarareasbut alsodigitaltelephoneandtelevisionall overafiber optic systenthatis ownedby our membersThis system
) will beagreatbenefitto our businessommunity astheywill be ableto competeon agloballevel It will alsobenefitindividualsyho will be able
Luis Reyes to takeadvantagef healthcare educationgntertainmenand other communicatiomesourcest a levelnot found in other rural communities
Chief Executive KCEC foughthardto bring this technologyo our communityWereceivedhe largesfiber optic grantin the nationandthe largesbverallgrant
i in the stateof New Mexicoin 2009after our communityjoinedtogetherto giveusthe directionto applynot only once,but threetimesbefore
Officer receivingheaward
Anotherexampleof ourme mb suppdris beingshownin our oppositionof Tri-StateGeneratiorandT r a n s m requesifopyetansther
rateincreaseThe proposedateincreaseés currentlyundersuspensioiby the PRC,thus savingour membershundredsof thousand®f dollars
sincethe ruling wasput into effect We creditour membercommunicatingvith the membersof the PRCwith convincingthemto not let the
rateggointo effectuntil Tri-Stateprovedtheir financiaheed Thisis the ninth rateincreas@roposedy Tri-Statesincewe contractedvith themin
2000(with the promiseof ratestability) Eachincreaséasbeenopposeddy KCEC. Thefirst eighttimeswe werethe only cooperativeut of the
44in the Tri-Statesystenthat stoodup andquestionedhe needto imposehigherrateson our consumersThis time we havebeenjoined by
SpringerandContinentaDivide cooperative$Nith threeco-opsin oppositionthe PRChasregulatiorauthorityover Tri-State Their decisionto
suspendhe rateincreaseneansTri-Statemustprovethe needfor morerevenuéeforethe higherratescangointo effect Tri-Statehasalsofiled
suitin federakourtclaiminghe PRCdoesnot haveauthorityto regulatehem Wewill continueto keepyouinformedasthis casenovesthrough
thesystem

Richard Martinez

Chief Operating  resourcebasonceagairunitedour membersn opposition KCEC hasreachedhatlimitation In 2011wewerenumbertwoin then
Officer wattsperconsumer

Our communitiesireveryenergyandenvironmentallgonsciousso Tri-S t  a limé @ 5% of our energ}consumptlorcomlngfrom re



CEO REPORT

We havesincefallenout of the top tendueto our inabilityto go beyondthe 5% limit. We encourageur memberso remaininvolvedandletthe PRC our
congressiondelegatiomndTri-Stateknowweremaincommittedo clearenergyatareasonableost Contactinformationcanbefound on our websiteat
kitcarsorcom

In otherhighlightof 2012

x KCEC instituted the first Community Solarprogramin New Mexico. KCEC CommunitySolarallowsour membergo purchasesolarpanelson an
arraylocatecbehindTaosCharterSchoobn Pasealel Canon The arraybegarproducingat acapacityf nearlylOkW in August2012 Our membersan
buy panelson the arrayandall electricitygeneratetdy thosepanelss crediteddirectlyto their KCEC bill. This allowsindividualsandbusinessesho rent
or leasdo own solar Alsothoselivingin shadedreaswhichwouldnot be efficientfor homeinstallatiorcanstill takeadvantagef the energysavingand
environmentdenefitproducedy our abundansunshine

x Two other major solar projects werealsocompletedin 2012 Thefirst, energizeih June2012 is a 1.29MW arraybuilt on Rio CostillaCooperative
LivestockAssociatiotandnearAmalia The secondaprojectcompletedy BlueSkyEnergyalsol.29MW, islocatechearthe Rio GrandeGorge

x The reliability of the KCEC electric systemcontinuesto improve dramatically. In 2012our memberexperiencednly 113majoroutage20 or
more consumersaffected) This is a sharpdeclinefrom 356 in 2011 and 559 as recentlyas 2007 This improvementis a direct resultof system
improvementshat havetakenplaceof the pasttwo yearsaswell asour welltrainedstaff of linemen In additionto increaseelectricaleliabilitythese
upgradesontributedver$l6millionto thelocaleconomythroughpayrollmaterials;ent, mealsandlodging

x We continue to improve communication with our members Our websiteat kitcarsorcom hasbeencompletelyevampednakingit not only easier
to find the informationyou need,but alsomakingit muchmore convenieniand lessexpensiveo paybills on-line We havealsobegunsendingout
importantupdateviae-mail If youarenot one of approximatel$,000memberseceivingour e-mailupdatespleasego to our websiteandclick on the
CustomefBerviceéab,thenthe UpdateMy Informationtabto enteryoure-mailaddress

x Solid earnings from Kit CarsonEnergy on propane salesallowed for a continued return on the investmentmade by KCEC to start up this
subsidiary. Kit CarsorEnergywasformedin answeto acallto actionby our membergo bring propanepricesdown This wasaccomplishedndthe
companys now on firm financiafooting

x In all KCEC andthe projectsand programswe havedevelopedhavecontributed over$56.6 million to the economyof our communities.
We remain committed to our mission statement which reads, 0 T aleliver exceptional customer service with

efficiency, professionalism, accountability and develop sustainable economic opportunities.0 Your continued
support makesthis possible




GOVERNMENT IN ACTION YOUTH TOUR WINNERS

Kit CarsorElectricCoop wouldlike to thankthe studentsvhowill represenbur Cooperativandtheirschooln
theGovernmentn Action Youth Tour trip to WashingtonD.C., in June

Every yearKCEC sponsordive high schoolJunior studentsfrom
schoolswhose parentsor guardianslive in our serviceareato
participateEachstudentsubmitteda 750word essayn the subject,
0 | wiesuddenlyostelectricityasaresourcewhatwouldthatmeanto
yourcurrentwayof | i f e ? 0

Thesestudentswill be learningaboutelectriccooperativesAmerican
historyandU.S governmenon theirtrip. Theywill attendeducational
seminarsand visit with their representatives the House and the
SenateTheywill seehistoricalsightsin andaroundWashingtorD.C.
andalsolearnaboutthecooperativéusinessnodels

Congratulationw® thefollowingstudents!

Stefanie Salazar Questa High School District 2
Ryan Rael Questa High School District 2
Kayla Torres Taos High School District 1
Joshua Esquibel Penasco High School District 4 (A0 B
Ryan Valdez Mesa Vista High School  District 3 ua st Rvan Valdez



SAFETY COLORING CONTEST

Kit CarsonElectricparticipatesn a coloringcontestsponsoredy KCEC andthe New MexicoMemberServiceg\ssociationSecondthird,

andfourth gradestudentscompeten this contestJudgeselectn overallwinnerandonewinnerfrom eachschoolandeachgraddevel The
overallwinnerreceives $10000 check,a T-shirt, a Certificateof Achievementind a Prize Packfull of art suppliesto continuewith their
artistictalents All other winnersreceivea $2500 check,a T-shirt and a Certificateof AchievementThe following studentswerewinners

selectedrom the elementargchoolsn Kit C a r ssemidimsean 2013

EnosGarciaElementary
Rancho&lementary
ArroyosDel Norte:
TaosPuebloDay Schoal
TaosChristianAcademy
AltaVistaElementary
RootsandWings
RioCostillaElementary
RedRiverValleyCharter
El Rito Elementary

Ojo Caliente/MesaVista
Penasc&lementary
EagleNestElementary

2nd Grade
HaleyMartinez
BrookeRomero
JessicW/eathers
Jayd_eeArchuleta

DavidPaulSalazar
KirstenHurst
EzraTerry
KarinaRael
Carmell@rchuleta
IsaadViartinez
LucianBadastDyer
JaclkChavez

39 Grade
Izabella&RomeroRainey
ChantaEnriquez
MoniqueVigil
KyannaBrown
Jovand&truck
AshleighRael

KameronNegrete
DiegoMaestas
JustinGallegos
MaricelaMacAuley
GavinPflugrath

4% Grade
AaliyahCynthiaRael
JuarCarlosRodriguez
ElleGreen
AmeliaArpan
Amaliawilson
Cristashi®ominguez
OwenDonovan
AlexisColbruno
Aron Mack
JudeNaranjo
AdriannaGriego
NaomiSnake
PeytorKeyle




KIT CARSON ELECTRIC EDUCATION FOUNDATION, INC.

Junel996Kit CarsorElectricCooperativeonsumersotedin favor of abylawchangehatallowedthe establishmertf a charitable
foundationfor the purposeof charitableassignmentf patronagecapitalunclaimedafter a two-yearperiod The Foundationwas
incorporatedDecemberl3 1996 The Kit CarsonElectric Cooperativelrusteesnameda representativefom eachdistrictin the
C o o p e rsarvidarea dhefollowingarethe currentkit CarsorElectricEducatiorFoundatiorDirectors

Mr. Thomas Tafoya, President, District 1 (Taos)

Mr. Steve Archuleta, Vice President, District 3 (Ojo Caliente)
Ms. Sally Torres, Secretary/Treasurer, District 5 (Angel Fire)
Ms. Catherine Garduno, District 4 (Penasco)

Mr. David Arguello, District 2 (Questa)

Kit CarsorElectricEducationFoundatioris availabléo qualifiechighschoolstudentsvho attendeithera publicor privateschoolandwhose
parentsarememberf theKit CarsorElectricCooperativeservicearea Scholarshiparegrantedo qualifyinghigh schoolstudentsvho will
be attendinga recognizednd accreditednstitutionof highereducation Applicantsareselectedy their levelsof goodcharacteracademic
achievemenand candemonstrat@ coherentdegreeplan and willingnesso pursuea courseof high learning Over the past17 yearsthe
Foundationhasbeenproudto helpthesestudentsachievetheir dreamsvherethey maynot havebeenableto move scholasticallforward
withoutthe Foundationgssistance

Kit CarsonElectricis proud to announcethat sincethe inceptionof the Kit CarsonElectric Foundation,it hasawarded$46425000 in
scholarshipsThetotalamountof scholarshipper Districtfrom 1997to 2013is50Q District 1 hasatotalof 166 District2 hasatotal of 86
District3 hasatotalof 85 District4 hasatotalof 84andDistrict5 hasatotalof 79scholarshipawarded

Thetotalawardedionationdor theyearl997through2010is $7625995. District 1 hasbeenawarde®2625000, District 2 hasbeenawarded
$1035000, District 3 hasheenawarde®1341000, District4 hasbeenawarde®12,79995andDistrict5 hasbeenawarde®$1345000

Kit CarsorElectric would liketo thank themembershifior makinghispossible
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DISTRICT ONE
Devonne Fresquez
Claire Jordy
Michael Suazo
Alejandro Tavarez

K Tegan Whitney

SCHOLARSHIP RECIPIENTS

p

CRISTOBAL M. DURAN

DISTRICT TWO
Samantha Almodovar
Saige Flores

Elijah Ortega

DISTRICT THREE
Jose Griego
Montana Marquez
Chastidy Trujillo

SCHOLARSHIP

Jayleen Arguello
Demetria Lopez
Lakeisha Martinez

DISTRICT FOUR
Ashley Lopez
Christopher Martinez
Brianna Sanchez

N

o

DISTRICT FIVE
Colleen Eungard
Stephen Hawkes

Elke May

~
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2012 EXPENSES

Cost of Power $21,486,392 57.62%

Oper & Maint 4,005,886 10.74%
Cons Accts Exp 2,010,274 5.39%
Admin & Gendl Exp
Depreciation 3,463,301 9.29%
Interest Exp 3,169,529 8.50%
$37,292,936
8.50%
9.29%\
8.47%\
5.39%_
\_57.62%
10.74%l

Revenue

Expenses

Cost of Power

Operation & Maintenance Expense
Consumer Accounts Expense
Administrative & General Expense

Total Operation & Maintenance
Depreciation Expense
Interest Expense

Total Cost of Electric Service
Operating Margins
Interest Income

Non®Opekafing MargrOother
Other Capital Credits
Patronage Capital or Margins

Cost of Powet
Oper & Maint
Cons Accts Exg
Admin & Gen'l Exp
Depreciation

Interest Exp

$38,700,093

221,486,392
4,005,88¢

2,010,274

3,157,554

$30,660,106
3,463,301
3,169,529

$37,292,936
1,407,157
67,448 |
(286,805) 4 7
1,227,440
$2,415,950

ASSETS

Utility Plant in Service
Construction Work in Progress
Total Utility Plant

Less Accumulated Depreciation
Net Utility Plant

NonUtility Plant

Investment in Subsidiary
Investment® Assoc. Organizations
Total Other Property & Investments

Cashd General

Temporary Cash Investments
Notes Receivable

Accounts Receivable

Materials & Supplies
Prepayments

Other Assets

Deffered Debits

Total Current & Accrued Assets
Total Assets

LIABILITIES

Patronage Capital

Other Margins

Total Margins & Equities

LONG TERM DEBT

Notes and Accounts Payable
Consumer Deposits

Other Liabilities

Total Current & Accrued Liabilities
Deffered Credits

Total Liabilities & Equities

BALANCE SHEET & INCOME STATEMENT

$125,068,129
6,638,742
131,706,871
40,243,420
$91,463,451

(3,083,866)
1,277,097
10,694,896
$8,888,127

103,272,417
3,102,61¢
17,424
8,106,53¢
2,260,897
111,433
115,691
6,436,059
$33,423,079
$133,774,657

$40,508,201
123,436
$40,631,637

$85,580,935
4,885,530
211,592
2,002,012
$7,099,134
462,951

$133,774,657 I



Hours Per
Year|Consumet
2008 2.3
2009 1.5
2010 1.9
2011 1.41
2012 0.89

Operation/
Maintenance

Year Expense
2008 | $2,734,262
2009 | $3,551,545
2010 | $3,570,551
2011 | $3,495,334
2012 | $3,843,738

2.5

OPERATIONS & MAINTENANCE EXPENSE

Hours Per Consumer
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$4,000,000

$3,000,000
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The Taos Regional Command and

Communication€enter(TRCCC)is a 9,860 § k=

squardoot stateof-the-art regionalcommand
and communicationscenter that currently
housegheKit CarsorElectricCo-op (KCEC)

dispatch We have the ability to houseall

emergencyservicessuch as 911, ForestFire

command, and all Homeland Security
initiativesas requiredby eachparticipant,as
well asotherpotentialemergenciesuchasthe

Februar01l11naturalgasoutage

This system will also be responsiblefor

monitoring CyberSecurityand our smartgrid

systems TRCCC will also be the Network
OperationLenterfor K C E CHiberInitiative
project Theredundancyf the networkto the

T R C C Cdemtrally located facility 1146
Gusdorf Roadallowsfor 24/ 7 uninterrupted
signals

“ImProvccl C ommunication

Lcads to

Safer Communities®

TAOS REGIONAL COMMAND & COMMUNICATIONS CENTER

The costof this projectwasapproximatelys3
million. The U.S Departmentof Agriculture
provided a $5Q0000 grant and $2.3 million
loan to fund the project The Stateof New
Mexicoprovided$1 75000in capitabutlay
Thisfacilitywill serveeachandeverycitizenin
theregionandall surroundingommunities

The building will be monitored and will
maintaina completdockdown24/ 7, 365days
a year Minimum accesswill be grantedto
command center employees, 911 dispatch
employeeandpossiblynaintenancerews

The technologyand software systemsbeing

usedin this buildingallow,usto pin point and

respondmore quickly and safelyto outages
and any electricalemergencysituationst
mayoccut The systenupgradesvere
placeto benefitall membersof Ki
ElectricCooperative
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ADMINISTRATION DEPARTMENT

Back Row: DanielTrujillo/Network Admin., ReneeRomero/GeneraSecretary,
JoyceArchuleta/ExecutiveSecretaryAngela Chavez/GeneralClerk, Stephen
Fulendorf/Public Information Officer Front Row: ReneeChasteen/General
SecretaryNadine Varela/ProjectCoordinator,CarmellaSuazo/Administrative
AssistantSararrujillo/Staff SecretaryMichellePolanco/Receptionist

KIT CARSON

ELECTRIC COOPERATIVE

ACCOUNTING DEPARTMENT

Left to Right: Paul Martinez/WarehouseSupervisor,Geraldine Romero/
Accountant,Kenneth Varos/WarehousemargandraQuintana/PayrolIClerk,
Johnny Valerio/Financial Manager, Richard Jeantet/PurchasingAgent
Not pictured: Honorio Rael/SenioAccountant

MEET THE EMPLOYEES

ENGINEERING DEPARTMENT

Left to Right: RickyLeon/StakingAgent,Alfred Mascarenas/Mappingssistant,
Andrew Valerio/StakingAgent Il, AraceliaOrtiz/Temp GeneralSecretaryJuan
Trujillo/ StakingAgent, SaraTrujillo/Staff SecretaryStevenMartinez/Mapping
Technician, David Santistevan/Engineering Department Manager
Not pictured: MarianoValdez/SCADAOperator Eve Trujillo/System/Dispatch
Operator) oreinLucero/System/Dispatcperator

KIT CARSON
| ELECTRIC COOPERATIVE

MAIN ENTRANCE |

BILLING DEPARTMENT

Back Row: KatherineCoca/CashierRatriciaCalhoun/MeterReader/Coll
MarieApodaca/CustomeBerviceRep, AnnetteRael/CustomeBervic
Trujillo/CollectionsSupervisorTammyRael/BillingManagerkin
ServiceRep, CarlaCasias/Billingsupervisor CrystaMartinez
Wanda Munoz/Customer ServiceRep, Roberta Rom
Sandra/illalobos/CustomeServiceRep, NelsonTaf
Pictured: Amandaleon/CustomerServiceR:
Collector




