VERMONT ELECTRIC COOPERATIVE, INC.
UNAUDITED FINANCIAL REPORTING
FOR THE MONTH AND NINE MONTHS ENDED:

SEPTEMBER 2009



Financial Highlights — September

Variance (K’s) YTD Variance (K’s)
September 2009 Net Income $485 ($230)
Analysis:
s Operating Revenue $66 ($1,423)

Overall operating revenues were better than budget in September by 1% but are 3%
below budget YTD. Sold KWH in September was 1% below budget for a negative
variance of $38k and is 4% below YTD and $1,899k. Degree days are running about 5%
below normal levels through September. The average price/KWH was 4% and $22k
better than budget in September and is 1% and $417k better YTD. Wheeling revenues
are better than budget by $3k in Sepiember and $66k YTD as a result of updated rates.
Unbilled revenues were $76k higher in September but are $19k lower YTD as there were
fewer unbilled days than expected at this point of the year.

¢ Purchased Power Costs $252 $8
Power costs were 9% better than budget in September and are on budget Y'TD.
Purchases were 7% and $215k less than expected in September and are 3% and $976k
under budget YTD. Our overall costs/KWH was 1% and $40k lower than budget in
September but arc 3% and $968k higher YTD.

e Transmission Costs ($60) $369
Velco operating costs were $23k under budget in September but are $101k over YTD.
The shift in transmission from Canaan to HQ resulted in savings of $10k in September
and $218k YTD. CVPS transmission costs are running $6k over in September and $95k
over YTD. Transmission pole treatment program was delayed resulting in a September
over spend of $23k but is under budget by $83k YTD. Transmission trimming was over
budget by $26k in September but is $319k lower than budget YTD.

¢ Distribution Operations/Mtce $154 $98

Overbead line maintenance costs were lower than budget by $84k in September and is
$264k better than budget YTD. Major storm expenses were $74k better than budget in
September and are better than budget by $317k YTD. Make ready work has continued in
Grand Isle resulting in a negative variance of $31k in September and $160k YTD.
Substation maintenance work is $121k higher YTD. Distribution vegetative maintenance
program spending was under budget by $19k in September and is $240k over budget
YTD. Vegetative mtce program overall is $79k below budget YTD.

o Customer Accounts $34 $177
Collections activities have been higher than budget by $6k in September and $67k YTD.
However, on the positive side collections has been more successful than expected
resulting in positive variances in September of $18k and $96k YTD. Major account
management, meter reading, SQRP administration and member service have performed

better than expected to budget by $22k and $140k YTD.

* Administrative & General $19 $301
A&G salaries are running better than budget by $11k in September and $44k YTD.
Regulatory related costs were $15k in September and $168k YTD lower than budget.
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Annual meeting expenses were higher than expected by $64k Y'1D as a result of greater
VEC employee involvement and a more significant program. Director’s fees & expenses
are better than budget by $3k in September and $71k YTD. Office expenses have been
running better than budget by $24k YTD. Strategic planning expenses have been better
than budget by $4k in September and $28k YTD. COOP communications was $14k
higher than budget in September but is $7k better YTD.

o Interest Income (Non-Op Margins) ($20) $40
Dividends for New England Hydro were lower than expected, largely as a result of a
repurchase of shares. Our assignment agreement with VPPSA enabled a purchase of
Transco stock on 12/08 resulting in a distribution having positive impact on YTD results.

e Capital Spending Plan ($659) S64

Work in Highgate Springs is over budget YTD by $117k. The Enosburg substation
finished over budget by $782k YTD as a larger portion of the substation work was
carried into 2009 than planned. Ordinary replacements are running over budget by $6k in
September and $198k YTD. Pole replacement work was over budget in September by
$282k and is $1,155k over YTD largely related to the Comcast work in the Islands.
Lastly, reconductoring, line changes, & sectionalizing also were over budget by $60k in
September and $431k YTD. On the positive side for under spending to budget, the Rte 2
rebuild for North Hero City Beach was $288k under budget YTD. The Steel Tower Line
project is unning behind schedule contributing positive variances to budget of $69k and
$1,685k for September and YTD respectively. Substation transformer purchases are
slightly behind schedule and show a positive variance of $100k in September and $423k
YTD. The Taft Comers Velco substation project was over budget in September by
$294k but is under budget by $199k YTD. The delayed Eden substation has begun
resulting in a negative variance to budget for September of $158k but is under budget by
$103k YTD. Facility and Equipment (including Colchester Service Center) is behind our
original plans resulting in an $8k positive variance in September and $395k YTD.
Beginning on Monday 10/16 we will be looking at reducing our capital spending plans
for the balance of the year to end the year consistent with the 2009 budget.

T1ER and Debt Service Coverage

Our 2009 budget assumes a Y/E TIER performance of 2.14 based on nme months of
actuals + three months of budget. Our financial contingency planning is in full swing and
many changes have been implemented. Our Debt Service Coverage for 2009 is expected
to be approximately $4.7 million.

Cash Flow and Line of Credit

In September, we used up to a peak of $7.7mm on our line of credit. October is expected
to reach a level of about $8.5mm on Thursday 10/22. The 17" supplemental bond will be
executed on 10/30/09 for $6mm and will be used to write down the line of credit facility.

Balance Sheet

Our equity ratio improved in September to 38.4% from 37.4%. Our current ratio, a
measure of liquidity, declined to 0.76 from last months 0.77. VEC’s FFO ratio for 2009
YTD (“Funds from Operation/Capital Expenditures Ratio”; Target of 80% desirable) was
.71 up from the previous month of .60.
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