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

SEPTEMBER, 2010



Financial Highlights — September, 2010

Variance (K’s) YTD Variance (K’s)

September Net Income ($18) $743
Analysis:
e Operating Revenue $333 $1,244

Sold KWII in September was 6% better than budget for a positive variance of $312k and
YTD is 2% better than budget for a positive variance of $1,035k. The average
price/KWH sold was 1% lower than budget resulting in a negative variance of $75k in
September and YTD is .5% less than budget and $230k. 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 $45k in September
and $348k YTD. Unbilled revenues were $51k better than budget in September and are
ahead of budget by $96k YTD.

e Purchased Power Costs $61 ($441)
Purchases were .3% and $9k lower than expected in September but are 2.2% and $578k
higher YTD. Our overall costs/K WH was 2% and $52k lower than budget in September
but are .5% and $135k lower YTD.

e Transmission Costs ($290) $13

Transmission labor costs were $12k over budget in September but are $10k better than
budget YTD as we had vacancies at beginning of year. Transmission costs were over
budget by $192k in September but are $156k YTD under budget largely related to better
than expected Velco charges and ISO-NE OATT charges. Overhead line maintenance of
transmission is running over budget by $11k in September and $83k YTD largely related
to pole numbering budgeted within distribution OH mice. Transmission vegetative
maintenance was over budget by $69k in September and is $41k over budget YTD.

e Distribution Operations/Mice $1 ($54)

Overhead line maintenance costs were under budget by $19k in September and are $251k
under YTD. Major storm expenses were below budget by $52k in September but YTD
exceed budget by $375k. Make ready work was better than budget by $16k in September
and $136k YTD as survey work has been less than planned. Distribution vegetative
maintenance program spending was over budget by $43k in September and is $101k over
budget YTD. Vegetative mtce program overall is $112k over budget for September and
is $142k over budget YTD.

e Customer Accounts $13 $85
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 $12k in
September and $129k YTD. The SQRP expenses were $4k better than budget in
September but the incentive resulted in a temporary timing variance from plan of $58k
YTD. Bad debt is running $12k better than budget YTD as bill payments have been
better than expected.

¢ Administrative & General ($38) $20
Regulatory related costs were $8k over budget in September but are $64k under YTD
largely as a result of the uncontested rate case. A&G salaries were $5k under budget in
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September and are $114k under budget YTD. Both employee meetings and strategic
planning contributed a combined positive variance of $1k in September and $47k YTD.
There were a number of smaller individual items that had negative variances of $35k in
September and $209k YTD that included safety, employee separation, COOP Life,
annual meeting, Director’s expenses, office expenses, outside services, NRECA dues and
facility maintenance (some timing related only).

e Total Depreciation & Other Exp (895) ($280)
Depreciation expense is $1k higher than budget in September and $56k YTD. Ethan
Allen generator contributed a negative variance of $100k in September & $214k YTD.

e Non-Operating Margins (83) $156
CoBank’s 2009 patronage distribution included $75k Y'TD of non-cash distributions that
does not impact TIER. An additional positive variance of $32k YTD was the result of
CoBank increasing cash patronage distributions from 50% to 65%. New England Hydro
dividends are $11k below budget YTD. TRANSCO stock assignment with VPPSA has
resulted in a positive variance of $34k YTD. Lastly, outside assistance was $2k below
budget in September but is $20k ahead of budget YTD.

e (Capital Spending Plan ($282) $120

Billable project work is $105k under budget in September and $103k YTD. The
Johnson substation automation & rebuild has been postponed with a savings to budget of
$298k YTD. Transformer purchases have been less than expected with a savings of $60k
in September and $276k YTD. Jay Tap project exceeded budget by $162k in September
but is $574k under budget YTD. The East Berkshire transformer project is behind
schedule but was $17k over budget in September but is $286k under budget YTD.
Lastly, the GSA 50% funded Rte 5 Upgrade will be postponed to 2011 for a savings of
$500k YTD. Pole replacement work was over budget in September by $107k and is
$551k over YTD. Distribution & transmission ordinary replacements were over budget
by $18k in September and are $470k over budget YTD. NEK Connector was $287k over
budget YTD. Line changes & misc construction were over budget by $19k in September
and $326k YTD. DOE Sub Work & Scada Projects had a negative variance of $31k in
September and $636k YTD as some work has been moved forward & is pending DOE
billing,

TIER and Debt Service Coverage
We are on track o 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 September, we used up to a peak of $6.8M on our line of credit. October is expected
to reach a level of $6.8M to on Monday 10/25.

Balance Sheet

Our equity ratio improved in September from 39.4% to 40.2%. Our current ratio, a
measure of liquidity, declined to .81 from last months .83. VEC’s FFO ratio for 2010
YTD (“Funds from Operations/Capital Expenditures Ratio”; Target of 80% desirable)
was .83 improving from the previous month of .81.
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