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

DECEMBER, 2010



Financial Highlights — December, 2010

Variance (K’s) YTD Variance (K’s)
December Net Income ($625) $373
Analysis:
¢ Operating Revenue 592 $1,486

Sold KWH in December was 2% higher than budget for a positive variance of $124k and
YTD is 2% better than budget for a positive variance of $1,024k. The average
price/K WH sold was 1% lower than budget for a negative variance of $59k in December
and is .3% and $203k less than budget YTD. Non-energy services, pole attachments, and
wheeling revenues contributed additional revenue more than expected for a positive
variance of $26k in December and $529k YTD. Unbilled revenues were $2k less than
budget in December but are ahead of budget by $139k YTD.

s Purchased Power Costs (§195) ($487)
Purchases were 2% and $57k higher than expected in December and are 2% and $627k
higher YTD. Our overall costs/KWH was 4% and $135k higher than budget in

December but are 4% and $137k lower YTD.

» Transmission Costs $146 $300
Transmission labor costs were $9k under budget in December and are $15k better than
budget YTD. Transmission costs were under budget by $113k in December and are
$474k under YTD largely related to better than expected Velco transmission costs.
Overhead line maintenance for transmission was under budget by $4k in December but is
$79k YTD over budget mostly related to pole numbering. Transmission vegetative
maintenance was under budget by $16k in December but is $90k over budget YTD.

» Distribution Operations/Mtce ($339) ($407)

Overhead line maintenance costs were $60k under budget in December and are under
budget by $252k YTD. Substation mtce cost was $14k over budget in December and are
$134k over budget YTD. Major storm expenses were over budget by $529k in December
and YTD exceeded budget by $802k. Net pole attachment costs were $11k under budget
in December and are under budget by $132k YTD. Distribution vegetative maintenance
program spending was under budget by $135k in December and is $64k under budget
YTD. Vegetative mtce program overall is $151k under budget for December and is $26k
over budget YTD.

o Customer Accounts $25 $238
Meter reading and collection activities have been less than expected for a positive
variance of $20k in December and $182k YTD. The SQRP expenses were $4k better
than budget in December and YTD is $15k better than budget YTD. Bad debt is running
$14k better than budget in December and $62k better Y'TD as bill payments have been
better than expected.

¢ Administrative & General ($372) ($451)
Regulatory related costs were $5k under budget in December and are $34k under YTD.
A&G salaries were $97k over budget in December but are $27k under budget Y'TD.
Safety program related costs were $7k over budget in December and $75k over YTD.
Office expenses (bank & bond fees), COOP Life, & Annual Meeting costs exceeded
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budget by $23k in December and $90k YTD. Sales tax audit resulted in a projected
variance to budget of $56k in December and YTD. Impact of post retirement benefits
audit contributed a negative variance of $161k in December and $286k YTD.

¢ Total Depreciation & Other Exp ($116) ($606)
Depreciation expense is $6k higher than budget in December and $68k over YTD.
Higher revenues resulted in higher taxes of $2k in December and §13k YTD. Ethan
Allen generator contributed a negative variance of $100k in December & $514k YTD.

¢ Non-Operating Margins $134 $300
CoBank and CFC’s patronage distributions included $150k in December and $225k YTD
of non-cash distributions that does not impact TTER. An additional positive variance of
$32k YTD was the result of CoBank increasing cash patronage distributions from 50% to
65%. New England Hydro dividends were $16k below budget in December and $27k
YTD. TRANSCO stock dividends from VPPSA have resulted in a positive variance of
$42k YTD. Lastly, our billable assistance was $21k ahead of budget YTD.

¢ Capital Spending Plan (§719) $53

December capital spending exceeded budget but our final year end numbers finished
under the approved budget. A few projects were delayed or reduced in scope resulting in
positive YTD variances for the following: Jay Tap Substation ($627k), Johnson
Substation ($297k), Rie 5 GSA Upgrade ($500k), Grand Isle Service Center Upgrade
($250k), and Transformer Replacements ($494k). A number of projects were pulled
forward or exceeded budget: DOE Smart Grid Projects ($703k), Steel Tower Line
Project ($250k), Pole Replacements + Miscellaneous New Construction + Misc Ordinary
Replacements ($1,091).

TIER and Debt Service Coverage

We finished the year with a TIER of 2.24 just slightly ahead of our approved 2,18 budget.
The eligibility of our 12/1 wind storm for a FEMA grant was a key factor in our meeting
the approved budget level. Our Debt Service payments for 2010 were $4.955 million.

Cash Flow and Line of Credit

In December, we used up to a peak of $6.9M on our line of credit the morning of 12/1.
The 2010 $9M bond was executed on 12/1 paying down our line of credit to $0 plus
temporarily investing $3M until the TRANSCO stock purchase of $3.8M was made on
12/29. We finished the year with a line of credit balance of $1.2M.

Balance Sheet

Qur equity ratio declined in December from 40.3% to 38.2% (December, 2009 equity
ratio was 38.4%) largely related to the negative December earnings, utility infrasiructure
investments and an investment in TRANSCO stock. Our current ratio, a measure of
liquidity, improved to 1.04 from last months .83 largely related to the execution of the
2010 bond. VEC’s FFO ratio for 2010 YTD (“Funds from Operations/Capital
Expenditures Ratio”; Target of 80% desirable) finished the year at .80 declining from the
previous month of .89,
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