
Co-op’s 68th Annual Member Meeting April 29 

The Co-op had a very challenging year
in 2005, striving to meet our financial
requirements. The storm of October 25

was one of the
worst in our
history and cost
VEC over
$900,000.
Despite this, I
am pleased to
report we met
our minimum
financial require -
ments for 2005. In order to meet the
required levels a number of measures were
required during 2005 to remain in compli -
ance with our debt holders. VEC continued
to implement efficiency measures throughout
our system and has been successful in lower-
ing many of our cost-of-service needs includ-
ing reduced labor costs and lower insurance
premiums. 

Unfortunately, the costs for power and
transmission services have increased dramat-
ically, seeming to cancel out many of our cost
savings.  Power supply and transmission
costs now represent nearly $.70 of every $1
the Co-op spends. As a result of the higher
power supply expenses, we needed to use all
of a power supply subsidy that was estab-
lished at the time of the Citizens acquisition
to help curb power supply costs that were
greater than what was already allowed in
rates.

Additionally, we sold two parcels of prop -
erty in Jay and Derby that were no longer
needed; that sale provided for a one-time
operating income gain. Finally, in October,
we filed a request to increase rates by 14.35%

that took effect for service rendered on
December 1, subject to approval by the
Vermont Public Service Board.  

We have heard
from many of our
members who
have been  disap-
pointed with our
request to increase
rates. One thing
that many
members

do not real-
ize is that VEC has no generation of
our own and consequently we are
highly dependent on the market
value of energy.  As part of the 1997
bankruptcy settlement, all generation
assets to which VEC had access
through its subsidiary, VEG&T, prior
to the bankruptcy were sold and the
relationship between VEC and
VEG&T was terminated. We are
now in the process of evaluating sev-
eral future potential generation proj -
ects to determine if they make eco-
nomic sense for our members and
whether we are able to secure financ-
ing.

When they expire, most of our
existing power contracts have to be
replaced by new contracts priced at
current market prices. VEC is expe-
riencing the same increases with our
power supply contracts that you see
in costs for your heating oil,
propane, and fuel for your vehicles.
We have a number of longer term

contracts that provide protection for our load
and many of our contract expirations are
staggered over years.  As a result, even
though our power supply costs have doubled
for current expiring contracts, they are just
part of our overall portfolio.  Because of this
diversification, our request for increased
rates is only for those expired contracts.  

(Continued on page 7)

The Annual Meeting of the
membership of Vermont
Electric Cooperative

Saturday, April 29 at Smugglers’
Notch Resort promises to address
the wide scope of opportunities
and challenges now facing the
Co-op in a climate of rapidly ris -
ing power costs. 

For Bob Northrop, the 68th

Annual Meeting will be his last as
president and director.  Bob has
served the Co-op for over two
decades, shepherding VEC
through bankruptcy into solvency
and growth, and earning the
respect of members, directors and
VEC staff as well as utility repre -
sentatives statewide. 

With David Hallquist deliver -
ing his first message as VEC’s
executive manager, members will
have a chance to hear how the
technological changes that the
Co-op has embraced have suc-

cessfully supported VEC’s contin -
ued commitment to improved
system reliability for members.
Equally important are the Co-op’s
strategies for meeting the chal-
lenges VEC faces as a result of the
spiraling costs of electricity.  

Preparing for his last meeting
as VEC president, Bob has
arranged for former Public
Service Board Chairman Michael
Dworkin to address the Co-op
membership at its annual gather-
ing.  A well-seasoned speaker
who has spoken at scores of con-
ferences in the US and abroad,
Mr. Dworkin is currently
Professor of Law and Director of
the Institute for Energy and the
Environment at Vermont Law
School.  Prior to his six years as
PSB Chair (1999-2005), Mr.
Dworkin served as an attorney
for the US Environmental
Protection Agency.  He is now a

member of the Advisory Council
of the Electric Power Research
Institute and of the Board of the
American Council for an Energy
Efficient Economy.  A graduate of
Middlebury College and Harvard
Law School, he explains that his
work focuses on the points where
technical, economic, and legal
issues intertwine.  He believes
that  “energy policy is our
world’s most pressing environ -
mental challenge, and environ-
mental issues are the energy sec-
tor’s most important constraint.”

The Annual Meeting starts at
10 am, preceded by the tradition-
al, complementary Co-op brunch
at 8:30 am in the Meeting House
at Smugglers’ Notch Resort
Village.  Members will soon
receive by mail invitations to the
brunch along with ballots for a
special vote (see article at bottom of
page 2) and ballots for director

elections for members in Districts
2 and 10 -- the only districts that
will be electing directors this
year.  Please return your RSVP
brunch card by Monday, April 24
if you plan to attend the brunch.
Election ballots must be either
received at the Johnson Post
Office by 10 am, Thursday, April
27 or members may bring them to
the meeting to be tallied there by
VEC’s team of tellers.  The ballot
box closes promptly at 10:30 am.
If brought to the meeting, the bal -
lots must be placed in the ballot
box before 10:30 am in order to be
counted. 

You may find statements from
candidates for directors on page 2
of this issue of Co-op Life.  Fin-
ancial Statements can be found
on Page 6 and the
financial summa-
ry on this page in
the article below.

Year in Review 2005: 
A Financial Summary

from our CFO
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HELP US to HELP YOU
DURING OUT AGES

We Need Your Help!
VEC is implementing our new Interactive

Voice Response (IVR) outage management sys-
tem, designed to enhance communication with
our members during power outages.

The success of this innovative system
depends on the accuracy of VEC’s data base
and we need your help to make it work 
for YOU!

Please contact our Member Service 
Department immediately at 1-800-832-2667 
or 1-802-635-2331, or email us at: 

support@vermontelectric.coop to update
your service location address and the telephone
number associated with it. 

We appreciate your help so we can serve you
better!  For more information about VEC’s new
Interactive Voice Response System, see the arti-
cle on page 3 of this issue of Co-op Life.
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District 2 -- tw o-year term
(Highgate, Franklin, Sheldon, Swanton West of Rte 105)

Daniel Carswell is running unopposed.
I am asking for the support of the voters of

District 2 to elect me as director for the next
term.  As former director and current appoint -
ed acting director, I am familiar with chal -
lenges that we face to keep
our rates and reliability at a
peak balance point.  I am sure
that everyone at this point is
painfully aware of the volatil -
ity of the energy markets as
we emerge from our heating
season and look forward to
warmer weather.  I will — if you so choose —
use my knowledge of the energy market as
well as my business experience to help the
VEC Board make prudent decisions as we con-
tinue to try to operate as efficiently as possible.
The hardships of ever-increasing energy costs
have us all wondering what is next on the
horizon; we must continue to work even hard -
er to try to anticipate the right moves to make. 

I am confident that if we can continue to
diversify our energy sources, price stability
and increased reliability in the near future are
possible. Thank you for your consideration.

District 10 --four-year term
(Cambridge and Underhill)

Ken Hoeppner
In 1974 I was elected VEC

Director as a consumer
advocate.  Unfortunately, I
left Co-op territory in 1979
and had to resign.  Bob
Northrop ran for election to
fill my seat and deserves all
of our respect for the job that
he has done.  Although 30 years have past
since I was a director, I still believe in con-
sumer advocacy and the co-op model.
Technology, alternative energy sources and
continuous quality improvement should all be
explored to achieve viable rates without sacri-
ficing quality of service.  As your director for
District 10, I would pursue these goals and,
bottom line, keep our rates competitive.

Howard Leighton
I am interested in serving as VEC director

in District 10.  My wife Carolyn and I have
lived at 466 Pleasant Valley Road in Underhill
since 1979.  I am an electrical engineer with
over 50 years experience in electronic and elec-
trical circuit design.  I am familiar with 

residential wiring as the result of both training
and experience.  

I hold eight US patents on circuits for com-
munications, signal processing and testing.  I
served eight years as a school director for
Underhill where I gained experience in mak -
ing financial and managerial decisions while
working to provide the quality of education
for children that their parents demand, at an
acceptable cost.

I am retired and can devote my time to
working with the other directors to serve all
members of VEC.  I see two main tasks for me
as director:

First:  See that all VEC business is car-
ried out in a prompt and efficient manner
while striving to maintain reasonable costs.

Second:  Serve as a conduit for infor-
mation both from VEC to its
members and from members
to VEC.  I welcome ideas,
comments and suggestions
that will benefit VEC.

VEC has a difficult task in
pursuing its vision of reliable
service at reasonable rates in

the face of rising energy costs.  I will do all I
can to see that VEC realizes its vision.

Members Run for Director Seats in Districts 2 and 10

leg al No tice of SUMMAR Y OF PROJECTS
c Annual Meeting Member V o te d

V ermont Electric
Cooperative, Inc. (VEC)
seeks approval from its

members, pursuant to 30 V.S.A.
§248(c), for the following two
projects: 

Ethan Allen Generator
VEC has filed a petition with the

Vermont Public Service Board for
a Certificate of Public Good
(CPG) pursuant to 30 V.S.A.
Section 248(j) authorizing the con-
struction of a power generation
facility and related equipment at
the Ethan Allen manufacturing
facility in Beecher Falls, Vermont
(the Project).

The generation facility will be
purchased with grant funding
from the States of Vermont and
New Hampshire. VEC will use
the output to serve Ethan Allen
and pay Ethan Allen a “host cred -
it” for hosting the facility at its
site. The financial agreements
are designed to ensure that VEC’s
cost of the power from the gener-
ator remains around $42.00 per

megawatt hour, which in today’s
market is a very favorable price.
The Project involves the installa-
tion of a high-efficiency turbine
generator which will use “waste”
steam from Ethan Allen’s other
processes to generate electricity
to serve Ethan Allen’s manufac-
turing facility. The Project offers
many benefits, including lower
power costs for VEC, lower over-
all costs for Ethan Allen, and
other benefits to the State of
Vermont and its residents by
helping to ensure that a major
employer in northeastern
Vermont remains in the state.
This Project has been the culmi-
nation of a great deal of work by
VEC, Ethan Allen, and various
agencies within the States of
Vermont and New Hampshire.

VEC is required by law to pro -
vide its members with a written
assessment of the risks and bene-
fits identified by the Public
Service Board of the Project in the
Certificate of Public Good (CPG)
issued under Section 248.  As of

the date of this printing, howev -
er, the PSB has not yet issued its
CPG.  The PSB cannot issue any
order until the statutory notice
period has expired, which will
occur on March 22.  As required
by statute, VEC has submitted a
draft CPG to the Board, and at
this time VEC anticipates that the
final CPG will be substantially
similar to the draft.  The draft
CPG identifies no risks associated
with the Ethan Allen project, but
concludes instead that the Project
will promote the general good of
the State.  
VEC seeks member approval of
the Project but understands that if
the final CPG identifies risks
associated with the Project, VEC
may be obligated to disclose
those risks to the members and
seek another member vote.

Replacement of Transformer in
Underhill Substation

In the midst of the October 25,
2005 storm, the transformer at
VEC’s Underhill Substation

failed.  VEC filed a petition with
the Public Service Board for
emergency approval to replace
the failed transformer (rated at
333 KVA) with a larger trans -
former (rated at 833 KVA) which
it had in stock.  The PSB granted
the emergency petition but order
VEC to either replace the 833
KVA transformer with a 333 KVA
transformer or file a petition
under 30 V.S.A. Section 248 for a
Certificate of Public Good for the
replacement.  VEC intends to
seek a CPG and anticipates that it
will be approved by the PSB
using the streamlined process
available under Section 248(j).
VEC does not anticipate that the
PSB will identify any risks associ-
ated with the transformer
replacement.  However, as with
the Ethan Allen project, VEC
understands that if the final CPG
identifies risks associated with
the Project, VEC may be obligat-
ed to disclose those risks to the
members and seek another mem-
ber vote.

Vermont Electric Cooperative Board of Directors
District 1 John Miller PO Box 21, North Hero, VT 05474 372-8375
District 2 Daniel Carswell PO Box 802, Enosburg Fall, VT 05450 933-4628
District 3 Daniel Parsons 320 Hardwood Hill Rd, Richford, VT 05476 848-3328
District 4 Alvin Warner 166 Lower Village Rd, Lowell, VT 05847 744-2753
District 5 Bertrand LaGue 369 Herrick Rd, Derby Line, VT 05830 873-3374
District 6 Dorothy Allard 1331 Waterville Mtn. Road, Bakersfield, VT 05441 827-9779
District 7 Jack Slagle 1410 VT RT 109, Belvidere, VT 05442 644-2032
District 8 Susan Deuso PO Box 24, Eden Mills, VT 05653 635-2985
District 9 Michelle DaVia 71 North Road. Westford, VT 054948 893-3879
District 10 Robert Northrop 414 Irish Settlement Rd, Underhill, VT 05489 899-2522
District 11 Richard Palmer PO Box 386, Hinesburg, VT 05461 482-3079
District 12 Neil Pelsue 135 Otis Lane, Newfane, VT 05345 365-7689
District 13 Cyril (Ken) Heile 3359 Coolidge Highway, Guilford, VT 05301 254-2196
District 14 John Ward 145 Mt. Vernon St, Newport, VT 05855 334-6022
District 15 Tom Bailey PO Box 114, Derby, VT 05829 766-2647

Co-op Life
is published by

Vermont Electric Co-op
in Johnson, VT.

Telephone: 1-802-635-2331
Toll Free: 1-800-VEC-COOP
www.vermontelectric.coop

Editorial Committee:
Jack Slagle, Ken Heile, 

Dorothy Allard, Bob Northrop

Editor: Nancy Crowe
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From VEC’s CEO

A s winter comes to a close we can look
back and be thankful that things have
quieted down and our members are not

experiencing the same level of outages  they had
earlier in the season, particularly during the
devastating snowstorm last October. 

Vermont experienced a major windstorm
February 17.  Fortunately, VEC territory was not
hit hard; there were 3000 members affected, and

all had their power restored within 24 hours.  CVPS had 21,000 cus-
tomers without power, and once all our members were back on line,
VEC crews were sent to help CVPS.  Power was restored to all of CVPS
customers within 72 hours.  The February 17th storm clearly demon-
strated what we have witnessed in recent storms:  a varying range of
damage is experienced by Vermont’s utilities as the result of the same
storm.  Our thanks goes to those who volunteered to help — CVPS was
very appreciative.  We at the Co-op are glad to be part of the network
of state utilities that help each other in such emergencies.

VEC’s rate case, now before the Public Service Board, has put a lot of
extra strain and pressure on staff.  Everyone has done an excellent job
of answering questions and providing information.  By the time you
read this, we hope to have begun settlement discussions with the
Department of Public Service and look forward to getting back to work -
ing hard to continue making improvements in a variety of areas.  Look
to the next Co-op Lifefor a detailed explanation of what will be agreed
to in the rate case.

Annual Meeting will be held at Smuggler’s Notch Resort on
Saturday, April 29, 2006.  Dan Poulin, VEC’s Chief Operating Officer,
and I will be presenting the far reaching changes and improvements
that have been made since the October 25th storm. VEC has done some
pretty impressive work! The presentation will include discussion of:

g Implementation of our new Interactive Voice Response system to
reduce call wait time and busy signals when our members call
during outages.

g Contact list of emergency radio stations that members can tune to
for outage updates.

g Update of outage procedures to include new protocols that call for
storm readiness planning whenever severe weather events are
predicted.

g State collaboration of utilities during storms.

g Pager notification to all board members of district outages.

g Monthly reviews of the number and duration of outages with cor -
rective action.

g Line personnel now drive vehicles home with them (see below).

g VEC has significantly increased its commitment to tree trimming 
(see below).

Thank you to all the line personnel who now drive company trucks
home with them when they are on call.  This practice will help improve
response time during outages, allowing one member of a line crew to
drive directly to the outage.  We have found that the number one issue
for our members is how quickly VEC personnel respond, and this new
approach addresses that concern and speeds the restoration time.

VEC’s current tree trimming budget is not adequate for the long-
term reliability of our system.  Our forester Sara Packer,  has recom-
mended a $2+ million dollar budget.  As with all expenditures, we have
to weigh the benefits of improved service for our members with any
budgetary impact which might affect rates.   As part of the thorough
discussion to achieve a prudent balance, we have looked to  CVPS’
expenditures for line-clearing, based on its budget and miles of line.
We all agreed that CVPS would provide a comparative benchmark
because much of their territory is similar to ours.  CVPS spends
$640/year/mile.  Since VEC has 3033 miles of line, if we apply the
CVPS ratio of mileage to budget, our mileage would equate to a $1.94
million tree trimming budget.   In our discussions with the Department
of Public Service (DPS), it looks like we are approaching an agreement
where we will spend $2 million in rates plus an additional payment
from Verizon (which uses some of our poles to carry wires) for a total
of about $2.2 million per year.  Mike Bursell, our CFO, has prepared a
five-year plan to implement this line clearing budget that can work
within our existing rate structure, and satisfy any concerns that the DPS
might have. We hope to settle this as part of the rate case discussions.

The October 2005 storm not only devastated most of
VEC’s territory with widespread outages but also result -
ed in a number of frustrated members. As a result of

overloaded telephone lines, many members couldn’t reach the
Co-op to report their outages or learn when their power
would be restored.  Now, thanks to a new innovative system
implemented this month, the Co-op is able to address this
communication problem.

In the past, when a widespread outage first occurred, thou-
sands of VEC members might call the Co-op at the same time.
A limited number of phone lines  and -- depending on the
time of the outage -- a limited number of personnel to answer
the calls often resulted in members encountering a busy signal
rather than a VEC representative.  These unanswered calls
were considered “blocked” according to VEC’s Service Quality
& Reliability Performance Measurements (SQRP), which are
reported to the State Department of Public Service.

On April 3, VEC activated the Interactive Voice Response
System.  The IVR system reduces the amount of time a mem-
ber spends on the phone reporting an outage, thus freeing the
phone lines to receive more calls in a shorter period of time.
Members will no longer be required to wait for a representa -
tive to answer the phone, rather, they can report their outage
automatically.  For members calling  directly from a location
that is experiencing an outage the reporting time will be dra -
matically reduced: as short as a 30-second phone call.  

Here’s how it works:  The IVR system matches the phone
number of the incoming call with the service location listed in
the billing system and automatically prints an outage ticket
which is used by VEC personnel to assess the problem.
During extended outages, members needing to report specific
problems such as downed wires, trees on power lines, broken
poles, and similar problems also have the option to speak with
a Co-op representative. 

We ask members who call VEC during an outage to listen
to all the menu options on the IVR system before making a
selection. This approach will allow a higher number of calls
to be more easily routed to the appropriate queue.  

We at VEC are excited about the IVR implementation. We
always value the chance to give personal service, but feel this
automated system will enable us to better serve our members
during outages.  It is a critical key to responding to your calls
more efficiently and effectively.

As with all systems, the efficiency and effectiveness relies
on the information available.  The IVR system will work well
only if we have updated information regarding all our mem -
bers’ phone numbers at their service address locations.  To
facilitate this update, VEC is asking all members to contact
our Member Service Department at 1-800-832-2667 or 1-802-
635-2331. You may also email us at www.support@vermont -
electric. coop to verify and update your phone number and
service address location. 

by Kathryn Johnson, Manager of Customer
Service/Public & Legislative Relations

On February 28, 2006 VEC started processing
credit cards, debit cards and checks over the
phone and online through Western Union ®

Speedpay®. 
Paying your bills through this service is easy, con-

venient and designed with our members in mind.
Members can now make payments 24 hours a day, 7
days a week online at www.vermontelectric.coop .
Once you have reached our website just click on
Customer Service > Payment Options > Online
Payment > Speedpay and you are ready to go.

Members who don’t have access to the Internet may
make a payment by calling Vermont Electric
Cooperative at 1-800-832-2667 or 1-802-635-2331 and
speaking to a customer service representative.

There will be a $4.95 fee for using the Speedpay® service.

Co-op’s Interactive Voice Response System 
To Improve Member Communication 

During Outages
F  February  w inds to rm F

F  Top ics  fo r  Annua l  Mee t ing F Tree  t r imming  budge t  F  
F  Speed ing  VEC’s  response  t ime F

VEC Implements
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ENERGY STAR homes are
popping up across Co-op
Country as members build -

ing new homes discover that
going the ENERGY STAR route
creates a more comfortable living
environment, is energy-efficient
and reduces their impact on the
environment, adds value to their
home, saves money – often both
short and long term – and requires
less effort to achieve than they
may have thought.

At the same time, some
Vermont builders are finding that
ENERGY STAR construction
guidelines employ the kind of
sound building practices which
they may already been following
and provide them with a
strong drawing card for
homeowners who value
energy conservation and
enhanced interior com-
fort.   One builder we
spoke to for this article
builds only to ENERGY
STAR specifications.  He
values the trouble-shoot-
ing input provided by
Efficiency Vermont,
which oversees the
Energy Star program,
providing advice and
standards for builders
and rebates for home-
owners.

Ingrid and Matt
Malmgren  moved into
their ENERGY STAR
home in December.  On
an old country road in Jericho
with views of Mt. Mansfield to the
north, the site they chose was per-
fect for their growing family.
They began working with builder
Joe Jordan of Essex Junction and
as Ingrid was shopping for light -
ing fixtures, she picked up a folder
about ENERGY STAR homes.

“We had always thought we’d
want to do something energy effi -
cient and choosing to build an
ENERGY STAR home fit in.  When
we looked at the material from
Efficiency Vermont, it made a lot
of sense to us,” Ingrid explained.
“I was already looking at energy-
efficient lighting fixtures and
appliances and when we dis-
cussed the program with our
builder Joe, it seemed such a good
match, since he had built ENERGY
STAR homes before and uses that
kind of construction anyway – lots
of insulation, ventilation, that sort
of thing.  The rebates which
totaled about $1100 for our home
offset the higher costs of the ener-
gy-efficient appliances and light -
ing.  And, of course there are other

gains as well – more comfortable
living environment, lower heating
bills.”

In their first winter, the
Malmgrens spent $150 a month in
oil for the baseboard system that
heats their 2400-square foot home
and provides hot water.  

“And we use lots of hot water,”
Ingrid pointed out. “With three lit -
tle kids there’s always a lot of
laundry to do.”

The Malmgrens also chose a
wood-burning fireplace unit
which is rated 73% efficient (a rat-
ing which reflects the unit’s ability
to use the BTU potential of the
wood it consumes), compared to
10-15 percent for a standard fire-

place, and contributes up to 45,000
BTUs to heating their two-story
home.

For the Malmgrens, who had
lived in older houses before mov-
ing to their Jericho home, the ben-
efits of their new ENERGY STAR
home are especially obvious:  no
drafts and a  warmer, lighter and
brighter interior.

Five-year old Linden and three-
year old Natalie like to travel
through the “secret passageway”
which unites the closets in each
girl’s bedroom.  Contrasted to the
first floor with its kitchen and liv -
ing room activities, the upstairs
has a quieter feel. Four bedrooms
encircle a sitting room, with its
large northern window and a cozy
couch where their parents read
them stories.  Windows on the
northern side of the house, where
the absence of solar gain detracts
from the energy efficient gains
made elsewhere in the house, are
part of the reason that the house
just barely squeaked into the five-
star category (the highest rating),
when it was evaluated by a team

from Efficiency Vermont.  The
Malmgrents considered radiant
floor heating, which would have
boosted their home’s rating, but
ruled it out because of expense.  

“We know it’s not ideal to put
so many windows on the north
side, but that’s where our views
are and it was impossible to site
the house to change that,” Ingrid
explained.

The house is exceptionally
well-insulated and also well-venti -
lated, with fans not only in the
bathrooms, but in the living space
as well.  This feature is key to the
ENERGY STAR program and
accounts for the feeling of being in
an air-healthy house. 

“We want -
ed an affordable
house,” Matt
explains, “but as
we got into the
building process
we thought it
would nice for it
to be efficient as
well.  This house
was below the
average per
square foot cost
we had been
quoted by
builders.  It came
in at $117/sq. ft.
without counting
the very expen-
sive septic
system.” 

Janice
Bourbeau, who owns Bourbeau
Custom Homes in St. Albans with
her husband, builder Dennis
Bourbeau, said there is such a
demand for ENERGY STAR

homes and such satisfaction in
building them, that they have built
exclusively ENERGY STAR for the
last few years.

“Everything we build, we do
according to ENERGY STAR
guidelines,” Janice explained. “It
gives the customer a better prod-
uct, helps reduce ongoing energy
costs, it’s more comfortable and it
gives us, as builders, a check and
balance system, working with
Efficiency Vermont.  As an exam-
ple, an exhaust line connected to a
ventilation fan in the bathroom of
one of the houses we were build-
ing had a kink, reducing the air
pressure by 50 percent.  It was
nothing we could have picked up
ourselves, but the Efficiency
Vermont team found it.  We feel
they help us do a better job.

“And, of course,” she said,  “it
adds extra value to the integrity
and the quality of the home.  We
provide Efficiency Vermont with a
copy of the plans and the basic
information.  For our first homes,
a team would perform a plan
review, making suggestions as to
how we could improve the house.
Since we’ve adopted Energy Star
practices as our standard proce-
dure, our building practices are so
consistent from  house to house
that they don’t come in on the
plan review any longer but are
involved in the final review and
the rating.”

The Bourbeaus built 22 ENER-
GY STAR homes in 2004, mostly
in Franklin County and the north -
ern communities of Chittenden
County.  In 2005, they constructed
17 and expect to build in that 

(continued on next page)

E N E RG Y S TA R  H o m e s : 
Affordable, Energy-Efficient, Comfortable, Custom-Built

What's it like to live in an 
ENERGY STAR qualified home? 

When you live in an ENERGY STAR qualified home, you'll
have: 

g 30% lower energy bills than homes built to mini -
mum state energy code requirements. 

g Lower maintenance costs.  Your home will be more
air-tight and better ventilated than an ordinary house. That
means you'll avoid moisture problems, like sweating win -
dows, paint failure, mold growth, structural damage, and
ice dams. 

g Healthier indoor air .  Proper ventilation means less
risk of mold, mildew, dust mites, or back-drafting from
combustion appliances. 

g Greater comfort. You'll eliminate drafts and have
greater control of indoor temperature at lower energy
costs. 

g Assurance. Your home will be approved by the US
Environmental Protection Agency as ENERGY STAR quali-
fied. 

g Pride. You'll be helping to protect the environment.
By saving energy, you'll reduce power generation air pollu -
tion. 

g Greater resale value. For all of the above reasons.

If you know of a VEC member or organization that
you would like to see featured in Co-op Life,

please write Nancy Crowe, Editor, at 
VEC, 42 Wescom Road, Johnson VT 05656.

Ingrid and Matt Malmgren and their children, enjoying 
family life in their new Energy Star home in Jericho.
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The crawl space under a mobile or man-
ufactured home offers access to some of
its most important energy details.  It’s

worth taking the time to inspect this often-
neglected area. 

If your mobile home has skirting installed
around the edges, find an access point where
you can either open a hinged door or remove
a piece of skirting.  The best place to enter is
usually near the center of the home, where
you will have good access to the plumbing
and to the area under your furnace.  Wear
sturdy clothes for this inspection and bring a
bright light.

Ductwork . Your mobile home’s ductwork
is probably installed beneath the floor.  Check

to see if any of this ductwork is exposed and
or if any joints are loose or disconnected.
Check carefully at the area immediately
under your furnace. If you live in a double-
wide, inspect the “cross-over duct” that con -
nects the heating system in each half of the
home.  If you find disconnected ducts or loose
joints, seal them up with metal duct tape or
with duct mastic. Avoid common gray fabric
“duct tape” since it tends to come loose.

Insulation . Your mobile home was
designed and built with insulation in the
floor, and a layer of fiberboard or “belly
paper” to protect this insulation and the
plumbing lines above it.  This protective layer
often gets damaged by animals, wind, or

tradesmen.  This leaves the home exposed to
outdoor air that robs energy in both winter
and summer, and allows the floor insulation
to get damaged.  Replace any missing insula-
tion with fiberglass batts, bulky material
made from fabric or other fibers, used for
padding and stuffing, then repair any damage
you find in the belly.  Use plywood and
screws to repair any damaged fiberboard.
Use belly paper (purchased at a mobile home
supply shop) and construction adhesive to
repair any torn paper.

By Chris Dorsey author of Surviving the
Seasons, and Residential Energy: Cost Savings
and Comfort for Existing Buildings.  For more
info, visit his website www.srmi.biz .

range during the current home construction
season.

“Each style of housing has its challenges.
If the homeowner wants more windows, then
we have to find ways to strengthen the ener-
gy ratings in other areas,” she said.

Dennis Bourbeau uses a computer pro-
gram that provides virtual three-dimensional
views of the house as he and his clients
design it.  With a description of square
footage, layout, exterior elements and
other factors, the clients and builder work
together with the computer program to
refine the plans. 

After building nearly 60 ENERGY
STAR homes, Janice points to the ventila-
tion requirements as the hardest for new
clients to grasp.

“People will say, ‘But, it’s 20 degrees
below zero and you’re asking me to take
air in from outside and heat it and at the
same time, let the warm air get sucked
out?’  But the ventilation makes it a
healthier home and reduces humidity
which you otherwise get with a tight, well-
insulated house.  For $3,000 to $4,000 we
can install an air-to-air exchange system.
This allows the warm air to run through a
baffle on its way outside.  The warmth from
that outgoing warm air partially heats the
cold air coming in, so you do have a gain in
that way.”

Each year, more Vermonters choose
the ENERGY STAR route for their new home
construction.  Since May of 1997 just over
1,900 ENERGY STAR Homes have been certi-
fied in Vermont.   At the outset, the program
was operated under the name Vermont Star

Homes and sponsored by VEC, Burlington
Electric Dept., Central Vermont Public
Service, Citizens Utilities, Green Mountain
Power and  Vermont Gas Systems. The serv-
ice was taken over by Efficiency Vermont in
2000.

For Jeff Gephart, part of the team at
Vermont ENERGY STAR Homes, the finan-
cial benefits of building an ENERGY STAR
home are convincing and affordable.

“Vermont ENERGY STAR Homes is a free
service provided by Efficiency Vermont,” he
explained.  “We help enrollees to design and
build energy efficient homes and help ensure
these homes have good ventilation and
indoor air quality.  Through a free plan
review we can identify how much energy a
home will consume and can then make specif-
ic recommendations to further conserve ener-
gy and identify the actual savings available
through any recommended efficiency

improvements we make.  When the home is
complete we provide performance testing
such as blower door testing to evaluate build -
ing tightness and flow testing of ventilation
equipment.  With the results from these tests
we are able to verify and rate the efficiency of
the structure.

“In most instances the types of upgrades
needed to meet all qualifying criteria should
cost well under $2,000 (assuming the plan

was to meet the VT Residential Energy
Code to begin with). In this scenario the
increase in the monthly mortgage cost
would be significantly less than the aver -
age monthly cost savings in fuel and 
electricity.  

“People make home buying and build -
ing decisions based on what they can
afford per month.  With an ENERGY
STAR Home you can afford more home
because you pay less to operate it,” he
explained.

When homeowners achieve ENERGY
STAR criteria and other Vermont require -
ments Efficiency Vermont provides
financial incentives of up to $1,300 per
home (in rebate form). In the near future

the program expects to be able to verify the
$2,000 energy efficient new home tax 

credit. 
Efficiency Vermont provides home regis -

tration with the U.S. EPA/DOE ENERGY
STAR Homes program,  and issues a home
energy rating certificate.”

Jeff emphasized that the ENERGYSTAR
program is a free service that Vermonters
fund as part of their monthly electric bills to
encourage energy conservation.

By Nancy Crowe Editor, 
Co-op Life  Editor

Imagine a group of Vermont citizens who decided
they could do something about the slow progress of electri-
cal energy into their rural countryside. There were no
poles or wires, but by working together, pooling their
resources and creating this organization they 
made it happen.

This is not only part of VEC history, it is the 
current ongoing legacy of member ownership and 
democratic involvement.

As VEC members you are part of this living legacy. 
You own this organization, you elect the directors who
guide the cooperative, and you make major decisions by
participating with your vote. 

If you want to find out more about your cooperative,
come check us out at this year’s Annual Meeting.

Energy Star Homescontinued from previous page

Bourbeau Custome Homes in St. Albans has been building 
Energy Star efficient homes like this one for the past seven years.

Mobile Home Tips: Inspecting Your Crawl Space

Plan to Attend

VEC’s 68th Annual

Meeting,  Saturday,

April 29 



April 2006 - Page 6Vermont Electric Co-op co-op life

Q.  A contractor recommended insulating our walls with blown-in
cellulose.  Isn’t that stuff just chopped-up newspaper?  Wouldn’t
fiberglass insulation work much better?
A. You’re right about cellulose insulation – it is primarily recycled
newspaper.  But it’s treated for flame and pest resistance and, when
installed properly, it’s actually more effective than fiberglass insula -
tion.  In general, cellulose offers better coverage because the small
chunks can fill behind and between tight spaces in a wall or ceiling
in a way that fiberglass insulation just can’t.  So your contractor
gave you good advice.
Q.  Besides saving energy and reducing my electric bill, does using
fluorescent bulbs offer any other benefits?
A. Good question.  Because they use less energy, fluorescent bulbs
actually help reduce the amount of pollution caused by energy pro -
duction – including the emission of mercury (from coal combustion)
into the environment. When you use compact fluorescent lights, you
reduce mercury pollution by lowering the demand for electricity
from power plants that emit mercury.  A power plant will emit 10
mg of mercury to produce the electricity to run one incandescent
bulb compared to only 2.4 mg to run a compact fluorescent light for
the same time. 

Switching to fluorescents may also help reduce global warming,
which experts attribute mainly to the emission of carbon dioxide
from the burning of fossil fuels.  To generate one kilowatt-hour
(kWh) of energy in New England – about what it takes to run one
100-watt bulb for 10 hours – approximately 1.18 pounds of carbon
dioxide are emitted.  Replacing just three incandescent light bulbs
with fluorescents can eliminate 214 pounds of  carbon dioxide emis-
sions a year, or more than 1000 pounds of  carbon dioxideemissions

over the lifetime of those bulbs. 
Q. I’ve tried just about everything, but I can’t find spiral bulbs
that will fit my lamps.  Is there anything I can do that will let me
use these energy-efficient bulbs?
A. Not being able to find a compact fluorescent bulb to fit your
lamps was a pretty common problem with older bulbs;  today there
is a wide assortment of shapes available. Finding one that fits usual-
ly isn’t a problem.  But if you’re just not having any luck, there are a
couple of things you can do.
Try a taller or a wider lamp “harp” (the piece that clips into the
lamp and that you screw the shade onto) or attach a harp adapter to
the base of the harp to make it wider.  You should be able to find
both harp and harp adapters at lighting stores as well as many craft
and hardware stores. 

Rachael is a business development specialist at Efficiency Vermont.  Do you
have questions about energy use in your home or business?  Write to
askrachael@efficiencyvermont.comor call, toll-free: 1-888-921-5990 and a
customer service representative will answer your question.

VERMONT ELECTRIC COOPERATIVE, INC. VERMONT ELECTRIC COOPERATIVE, INC.

Balance Sheet Statement of Operations

31-Dec-05 Year ended December 31, 2005

Assets 2005 2005

Electric plant, at cost: Operating revenue $ 58,302,620   
Electric plant in service $ 80,459,665   Less revenues subject to refund —    

Less accumulated depreciation 22,340,659   Total operating revenue 58,302,620   

Net electric plant in service 58,119,006   Operating expenses:

Construction work in progress 2,079,467   Purchased power 33,439,614   

Net electric plant 60,198,473   Transmission:

Current assets: Operations 4,802,702   
Cash 2,835,935   Maintenance 58,638   
Notes receivable 196,684   Distribution:
Accounts receivable, less allowance for doubtful accounts of Operations 3,073,954   

$164,520 in 2005 4,579,825   Maintenance 3,382,280   
Unbilled revenue 4,196,640   Customer accounts 2,446,499   
Inventories 1,491,998   Administrative and general 2,488,796   
Prepaid expenses 263,208   General plant maintenance 87,692   

Total current assets 13,564,290   Depreciation and amortization 3,998,478   

Other assets: Taxes 555,654   
Nonutility property 119,211   Other deductions, net 3,179   

Other investments 4,016,496   Total operating expenses 54,337,486   

Deferred charges 3,709,614   Income from operations 3,965,134   

Total other assets 7,845,321   Other income (expense):

Total assets $ 81,608,084   Gain on sale of fixed assets 333,537   

Other income (expenses) 64,561   
Liabilities and Equity 2005 Interest and dividend income 376,853   

Equities: Other capital credits & dividends 85,998   

Total other income, net 860,949   
Patronage capital assignable $ 6,852,346   Interest charges:
Other equities 4,353,035   Interest on long-term debt 2,853,427   
Contributions in aid of construction 12,855,009   Other interest 118,925   

Net equity 24,060,390   Total interest charges 2,972,352   

Long-term debt, excluding current installments 46,387,202   Net income $ 1,853,731   

Obligations under capital lease, excluding current installments 407,626   
Current liabilities: VERMONT ELECTRIC COOPERATIVE, INC.

Current installments of long-term debt 1,896,703   Capital Spending Investment
Current installments of capital lease obligations 48,934   Year ended December 31, 2005
Revolving debt —    2005

Accounts payable 4,482,954   New Construction, System Improvements 6,953,895   
Revenues subject to refund —    

Customer deposits 115,747   Less Contributions in Aid of Construction 1,708,023   

Deferred credits 1,887,492   

Other accrued expenses 2,321,036   Net Investment in Utility Plant 5,245,872   

Total current liabilities 10,752,866   
Commitments and contingencies 

Total liabilities and equity $ 81,608,084   

“Ask Rachael” 

Annual Meeting Fin ancial St atements
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I n 1976, Montreal hosted the Summer
Olympics and the folks at Smugglers’
Notch Resort, a couple hours south in

Jeffersonville, saw an opportunity.
Purchasing tickets to a variety of venues
and arranging transportation to the games,
Smugglers created a package which was
enthusiastically received and brought visi -
tors to what had been a sleepy summertime
resort.  Along with Olympics for the par -
ents, a variety of child-centered programs
were designed at Smugglers’, allowing par -
ents to fully enjoy their Montreal adventure. 

It was an experiment that worked and
Smugglers’ decided to build on the success.
It didn’t take long to recognize that
Smugglers could fill a family vacation niche,
adding to the tennis courts and single pool
of 1976 to create a total of 12 courts and a
variety of pools, water slides and reservoirs,
and making the most of its proximity to
some of Vermont’s most treasured hiking
trails.  Thirty years later, a busy summer
day boasts about as many overnight visitors
as a busy day during ski season.

Programs for famiies have steadily
expanded over the years, allowing children
to explore arts and crafts, nature activities
and hiking, dancing and performing, and
adventure and games as foci for their vaca-
tion.  At the same time, their parents are
increasingly choosing guided hiking and
walking options, taking advantage of nature
trails at the resort and sections of the nearby
Long Trail.

“One of the main attractions for adults is
to hike to places where the scenery is beauti-
ful, such as into the Notch, to Sterling Pond
and to the top of Mt. Mansfield.  Guests par -
ticipating in hikes that extend beyond the

resort are encouraged to make a voluntary
contribution to the Green Mountain Club
which funnels these donations into its trail
maintenance programs.  The guided walks
and hikes are an adventure for our guests,
something they would never be able to do
back home,” explains resort spokesperson
Barbara Thomke.

Smugglers’ has expanded its programs
throughout the years and has found that vis -
itors appreciate the variety and the options
open to them, including knitting, morning
aerobics, bird watching and wildflower
walks.  Last summer, Smugglers’ added
musical performance as an option for chil -
dren; in 2006, drama will be added.  Because
many families return each summer, changes
and additions are essential, she said.

Home for most summer visitors is New

England and the Mid-Atlantic states.  
Unlike winter, when many families fly to
Smugglers’ for a ski vacation, summer visi -
tors are more likely to bring cars and often
widen their explorations beyond the Village
to kayak, canoe, golf, enjoy a scenic ride and
take in the tourist attractions, including
Montreal, which may not be hosting the
Olympics but is still just two hours away!

Smugglers’ has been constructing condo-
miniums nearly every year and now has 650
units, from studio to five bedroom, provid -
ing a total of 2600 beds.  Smugglers’ builds
and sells the units and then rents them to
visitors during weeks of the owners’ choos -
ing.  Some units are full ownership, others
interval (time share) and all owners are eli -
gible to be part of exchange organizations
that allow them to swap a week at their
Smugglers’ condo for a week in another
resort. According to Keith Glover,
Smugglers’ Vice-president of Sales and
Marketing, the number of summer visitors
has more than tripled in the past ten years,
from about 72,000 guest nights in the sum-
mer of 1995 to 248,000 guest nights in 2005.
(A guest night is one guest staying for one
night.)  During a busy August week, 2300
guests are expected to spend the night,
about the same as during a busy winter
week.

The growing business has meant
Smugglers’ relies on locals, as well as young
people from Europe, to help fill the summer
roster of 850 full and part-time employees.
Ski instructors become hiking guides, snow-
board instructors become camp counselors
in the children’s programs, high school and
college students fill a variety of positions. 

In contrast to weeks scattered throughout
the ski season when Smugglers’ counts on
full capacity, the summer trade builds steadi -
ly throughout June and the first two weeks
in July.  From the last two weeks of July into
the first three weeks of August, the resort is
just about full, as visitors come to enjoy the
height of Vermont’s spectacular summer.

By Nancy Crowe
Editor, Co-op Life

S m u g g l e r s ’  N o t c h  R e s o r t  
p l a n s  f o r  B u s y  S u m m e r  S e a s o n

The Living Machine W astewater T reatment Plant
is filled with exotic tropical and subtropical plants
that clean contaminants from the resort’ s waste -
water , complementing its existing wastewater
treatment systems.

Editor’s Note: Smuggler’s Notch Resort -- one of
VEC’s largest customer/members -- will be hosting
our Co-op’s Annual Meeting, April 29 at its
Meeting House conference center.  In this issue of
Co-op Life, we look past the recent warmer than
normal ski season and ahead to summer -- a
tourist industry in its own right at this award-
winning family destination resort.

Year in Review...continued from page one

The current case before the Public Service
Board is all about power supply and trans -
mission costs.  We are not asking for increases
in overall operating expenses and neither
Citizens nor the former stand-alone VEC have
adjusted rates since 2002.  Increased power
supply costs are not unique to VEC.  As many
of you may have read, Vermont Gas has
asked for a 16.7% percent rate increase which
comes five months after a 13.6% rate increase
took effect.  Additionally, Burlington Electric
Department just received support from the
City Council to increase rates by 22.9%.  We
expect many of the Vermont utilities to
request rate increases in the coming months.

We continue to maintain an investment
grade rating with both Fitch Ratings and
Standard & Poor’s.  Additionally, they each
assign an outlook for the future.  During 2005,
our rating outlook was negatively impacted
by the uncertainty around our ability to

recover increased power supply costs and we
have been placed on credit watch with nega-
tive implications by Standard & Poor’s.  Our
credit rating and outlook are important to our
membership because they translate into better
credit terms and impact our ability to secure
the best power deals possible for our member
owners.   In the credit rating action, Standard
& Poor’s cited, “The credit watch placement
reflects the increased likelihood that the coop-
erative’s financial profile will deteriorate if it
does not obtain rate relief for 2006.”

In 2005, the Co-op completed an 
additional loan.  The 2005 Series A bonds for
$4,100,000 in proceeds were used to support
improvements to our distribution lines, sub -
stations, and capital purchases.  Series A
bonds have a term of 30 years and are struc-
tured with a blend of fixed rate amortizations
and a small portion of variable rates.  Overall,
our debt portfolio is 89% fixed rates and 11%
variable.

This year I have added a section to the
financial statement on page 6 of this issue of
Co-op Lifecalled “Capital Spending
Investments.”  I have spoken to some mem-
bers who were not aware that the Co-op is a
very capital-intensive business and much of
what the Co-op reports in net income is
invested back into system improvements.
During 2005, the Co-op achieved nearly $7
million worth of upgrades, system improve -
ments and new services.

The Co-op remains committed to delivery
of competitive rates and excellent and reliable
service.  Although we will continue to be
challenged by the worldwide increase in ener -
gy costs, we will strive to minimize the nega -
tive impact the market is having on our mem -
bers.  We look forward to continuing to serve
our members and to work towards providing
a good value for service.

Mike Bursell
Chief Financial Officer



Vermont Electric Cooperative Inc.
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Co-op President Bob Northrop 
Retires After 24 Years of Service

I t is with conflicting emotions that I
approach the end of my years as a
trustee/director of Vermont Electric

Cooperative.  VEC has been a big part of
my life for many years and I will miss
the frequent challenges that our Co-op
has had to face as it strengthens itself as
a democratically run, consumer-owned utility, the
third largest electric utility in Vermont.  Now, it is time
for me to spend more time with my own large family.

While it is hard to leave VEC’s Board of Directors, I
am retiring with the knowledge that my district 
-- Underhill, Cambridge and Jeffersonville -- will be
represented by one of two excellent candidates who
are running to replace me.

This last year has seen a change in Co-op manage-
ment from Kelly Enright to David Hallquist and before
that, from Chip Farrington to Kelly. Chip Farrington
provided much needed leadership as we entered and
emerged from reorganization.  Kelly Enright success-
fully led VEC as we acquired the Vermont Division of
Citizens Utilities.  Then, last October, our board unan -
imously chose David Hallquist to be our manager and
leader.  David has proven himself to be effective, con-
centrating on the basics of kilowatt hour price, and
service to our membership.

The combination of a strong board of directors, a
fine management team and our hardworking, efficient
and dedicated employees bodes well for the future of
Vermont Electric Cooperative.

VEC President, Bob Northrop
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