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

MARCH, 2010



Financial Highlights — March

Variance (K’s) YTD Variance (K’s)

March 2009 Net Income $356 $880
Analysis:
e Operating Revenue $111 (822)

Overall operating revenues are less than budget by 1.8% in March and on budget YTD.
Sold KWH in March was 3% lower than budget for a negative variance of $166k with
YTD off plan by 2% and 313K. Degree days for the first quarter ran about 15% below
normal {13% below 2009). The average price/KWH sold was .6% less than budget
resulting in a negative variance of $36k in March with YTD .2% less than budget by
$30k. Non-energy services, pole attachments, and wheeling revenues contributed
additional revenue from the updates to our non-energy services more than expected for a
positive variance of $26k in March and $85k YTD. Unbilled revenues were $287k better
than budget in March and are ahead of budget by $235k YTD. Unbilled is expected to be
on budget at year end so the results are likely only a temporary variance contribution.

¢ Purchased Power Costs ($7) $437
Power costs were on budget in March and are 4.5% better than budget YTD. Purchases
were 3% and $102k less than expected in March and are also 5% and $477k less YTD.
Our overall costs/KWH was 4% and $113k higher than budget in March and is also .4%
and $42k higher YTD.

* Transmission Costs $o1 $165

Transmission labor costs finished better than budget by $7k in March and $36k YTD as
we work to fill positions in this area. Transmission costs are running better than budget
by $49k in March and $106k YTD largely related to better than expected Velco charges
and ISO-NE OATT charges. Overhead line maintenance of transmission is running over
budget by $12k in March and $17k YTD largely related to timing on helicopter
inspections and some failed insulators. Transmission vegetative maintenance is under
budget by $23k in March and $50k YTD.

¢ Distribution Operations/Mtce $40 $73

Overhead line maintenance costs were lower than budget by $65k YTD. Major storm
expenses were better than budget by $25k in March but YTD has a negative variance of
$133k. Make ready work was better than budget by $15k in March and $38k Y'TD as
survey work has been less than planned. Substation maintenance work was over budget
by $11k in March but is $20k under budget YTD. Distribution vegetative maintenance
program spending was under budget by $17k in March and $51k YTD. Vegetative mtce
program overall is $40k under budget for March and $101k YTD.

o Customer Accounts $3 $63
Meter reading and collection activities have been less than expected largely from an open
metering position and winter disconnect requirements for a positive variance of $9k in
March and $54k YTD. Our SQRP performance and administration costs of the plan have
been less than budget by $4k in March and $13k YTD.



o Administrative & General $46 $98
Regulatory related costs were $19k under budget in March and are $67k under YTD
largely as a result of the uncontested rate case. A&G salaries were $7k under budget in
March and $30k YTD.

¢ Total Depreciation & Other Exp §$1 ($28)
Depreciation expense is $9k higher than budget in March and $29k YTD from two
factors. First, our over spend on the 2009 capital budget negatively impacts depreciation
with more assets built than expected. Additionally, we were able to get more of our
overall projects into service and closed to plant than expected.

¢ Non-Operating Margins $96 $93
CoBank’s 2009 patronage distribution in March included $75k of non-cash distributions
that were for equity and do not count towards meeting TIER requirements and we do not
budget for non-cash patronage distributions. The additional positive variance of $20k is
the result of CoBank increasing cash patronage distributions from 50% to 65%.

e (apital Spending Plan (8195) ($114)

The Richford switch project carried into 2010 creating a negative variance to budget of
$3k in March and $85k Y'ID. Pole replacement work was over budget in March by $82k
and $260k YTD. Miscellaneous new construction, ordinary replacements, and line
changes created a negative variance of $95k in March and $247k YTD. Lastly, in March
we received a final true up from Velco related to a project they constructed for VEC in
2009 contributing a negative variance of $3k in March and $102k Y'TD. On the positive
side for under spending to budget, the Rte 2 rebuild in North Hero was $50k under
budget in March and $250k YTD as a result of timing with construction. Scada projects
are running better than budget by $98k in March and $31k YTD. The AMI project was
$123k under budget YTD as we were awaiting word on smart grid grant. AMI costs for
metering & substation will begin in May. The Steel Tower Line project is running
behind schedule with a negative variance of $258k in March but is $§250k under budget
YTD.

TIER and Debt Service Coverage
We are on track to meet or exceed our TIER budget of 2.18. Our Debt Service payments
for 2010 are projected to be $5.0 million.

Cash Flow and Line of Credit
In March, we used up to a peak of $3.9M on our line of credit. April is expected to reach
a level of $4.2M on Thursday 4/28.

Balance Sheet

Our equity ratio improved in March to 40.0% from 38.8%. Our current ratio, a measure
of liquidity, declined to .97 {rom last months .99. VEC’s FFO ratio for 2010 YTD
(“Funds from Operations/Capital Expenditures Ratio”; Target of 80% desirable) was 1.14
even from the previous month of 1.14.
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