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

SEPTEMBER, 2011




Financial Highlights — September, 2011

Variance (K’s) YTD Variance (K’s)
September Net Income $(343) $250
Analysis:
¢ Operating Revenue $(100) $856

Sold KWH in September was 3% lower than budget for a negative variance of $155k
with YTD 1% higher and $612k better than budget. Degree days for the first 9 months
were 7% lower than normal and 14% better than 2010. The average price/KWH sold was
$8k lower than budget in September but $26k better than budget YTD. Non-energy
services, pole attachments, and wheeling revenues contributed more revenue than
expected for a positive variance of $11k in September and $102k YTD. Unbilled
revenues were $51k better than budget in September and $116k YTD,

¢ Purchased Power Costs $(16) $87
Purchases were 4% and $113k higher than expected in September and 2% and $610k
higher YTD. Our overall costs/KWH was 4% and $93k lower than budget in September
and 3% and $682k lower YTD.

¢ Transmission Costs $53 $91
Transmission by other costs was under budget by $90k in September and $221k YTD.
Control center costs for transmission support resulted in a negative variance to budget of
$5k in September and $9k YTD. Transmission vegetative maintenance was $36k over
budget in September and $122k over budget YTD.

¢ Distribution Operations/Mtce ($441) ($1,172)

Overhead and underground line maintenance costs were $97k over budget in September
and are $570k over budget YID. Substation maintenance cost was $10k over budget in
September and are $169k over YTD. As a result of Tropical Storm Irene, Major storm
expenses exceeded budget by $332k in September and $624k YTD. This is a temporary
variance, as we expect to receive reimbursement from FEMA to offset approximately
$830k of expense. Miscellaneous Distribution expenses were under budget by $20K in
September and $123k YTD. Distribution vegetative maintenance program spending was
over budget by $16k in September but is under budget $121k YTD. Vegetative
maintenance program ((ransmission + distribution) is $51k over budget for September but
is on budget YTD.

¢ Customer Accounts $12 $69
Meter reading & meter disconnects are $14k betier than budget in September and §140k
better YTD. Member services is over budget by $9k in September but had a positive
variance to budget of $24k YTD. Communications is under budget in September by $7k
and $6k YTD. The payment of the SQRP incentive created a temporary timing variance
of $95k YTD.

e Administrative & General $70 ($14)
A&G Payroll & Benefits exceeded budget by $8k in September and $105k YTD. Timing
associated with NRECA dues and Annual Meeting expenses contributed negative
variances of $2k in September and $51k YTD. Regulatory related costs were $70k under
budget in September and $105k YTD primarily due to timing of the consumer behavior
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study, lower rate case costs and timing of the audit of our easement process and records.
A partial offset to the negative variances are reductions in outside services of $7k in
September and $41k Y'ID.

» Total Depreciation & Other Exp $34 $126
Depreciation expense is $2k under budget in September but is $47k over budget Y'TD
largely related to greater than expected general plant assets closed to plant in service.
Interest expense was better than budget by $31k in September and $166k YTD largely
resulting from very low rates on our variable debt.

¢ Total Non-Operating Margins $45 $207
Coniract work and storm assistance for other utilities has resulted in a positive variance
of $39k in September and $43k YTD. Dividend income is on budget in September and
YTD is better than budget by $146k. NISC & CoBank patronage dividends created large
positive variances of $146k YTD (however only the cash portion of patronage dividends
counts towards TIER). After adjusting for non-cash dividends the positive impact on the
budget for cash patronage dividends is really $42k YTD.

s Capital Spending Plan ($74) $4,213
Facility related project work was over budget in September by $9k but is under budget by
$736k YTD due to temporary timing differences associated with the construction of the
new Grand Isle facility and the Johnson parking lot. The parking lot will be completed in
October. Construction has started on the Grand Isle facility and is expected to be
completed by end of year. The NEK project has a positive variance of $291k in
September and $2,513k YTD. The delay in reimbursement of Phase 1 costs resulted in
postponing the remaining project unti! 2012. DOE Smart Grid Projects are over budget
in September by $12k and $65k YTD. The Jay Tap project was over budget in
September by $3 1k but under budget by $700k YTD. This is a temporary variance due to
the timing of construction for KCW, New Services is over budget by $46k in September
and over $162k YTD. Pole replacement work is on budget in September but is over
budget by $183k YTD. However, reconductoring, regulator replacements, transformers,
and the retirement of the Newport C50 swiiching station are under budget by $31k in
September and $992k YTD.

TIER and Debt Service Coverage
We are projecting that VEC will be on track with our approved budget of a 2.18 TIER.
Our Debt Service payments for 2011 are expected to be $5.23 million.

Cash Flow and Line of Credit
In September, we used up to a peak of $4.8M on our line of credit on September 23rd. It
is expected the October high for the line of credit will be ~ $5.5M on October 26™,

Balance Sheet

Our equity ratio in September is 40.78% a slight increase from August at 39.86%. Our
current ratio, a measure of liquidity, is 1.12, a slight decrease from August at 1.14.
VEC’s FFO ratio for 2011 YTD (“Funds from Operations/Capital Expenditures Ratio™;
Target of 80% desirable) is 1.66 down from August at 1.8. As we work towards
resolution on the NEK project, this number is anticipated to be more in-line with the
expected .80.
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