
New Generation Projects Could Offset Rising Energy Costs

The past decade has been one of dramat-
ic and exciting changes for Vermont
Electric Cooperative, Executive

Manager David Hallquist told members in
his Annual Meeting address, and the next
few years are promising ones as the Co-
op adjusts its priorities to meet new
challenges and to continually
improve operations and member
service. 

Mr. Hallquist noted that VEC  is
now Vermont's third largest utility in
terms of membership, and serves the
state's second largest territory.

"It's pretty hard territory to serve," Mr.
Hallquist said.  "We serve rural Vermont,
with 3,000 miles of line."

Fifty percent of that line runs through the
woods, compounding VEC's challenges.
Within the past few years the Co-op has ded-
icated itself to tackling the issues associated
with backwoods lines and this year the com-
mitment has been even stronger:  the Board
has doubled the annual allocation for tree
trimming.

Mr. Hallquist highlighted VEC's most

recent history, spanning the past decade.
"VEC was reorganized through bankruptcy
in 1996 and we didn't have a lot of money to
spend on the system.  From 2000 to 2004 we
focused heavily on capital expenditures, pri -

marily clearing rights-of-way, and we were
able to see results. Outage frequencies were
cut in half.  

"We acquired the Citizens territory in
April of '04, we moved to our new office in
Johnson in June of '04, and we consolidated
the Johnson and Newport offices in February
of '05 to realize savings.  And we did save
money.  We planned on saving $1.2 million a
year with the acquisition of  Citizens.  We
actually saved $2.6 million a year, so we are
pretty proud of the work we have done in
the area of operations.  

"In the year 2000, power supply was only
50 percent of our cost. Today, power supply
is 70 percent of our cost.  We are really being
impacted by the world energy market.  So
what are our priorities as we respond to

these rising energy costs?" 
Mr. Hallquist discussed generation as

a new priority for VEC (see above article )
but also said that continuing to improve
system reliability and responsiveness are
key VEC priorities for 2006 and 2007. 

"In every single process we need to
focus on the basics, we need to work in

what I will call a 'continuous improvement
environment.'  We need to examine every
process, measure it carefully, and see how
much we can improve it -- each week, each
month and each year.  That is where the
work is now.   Before we brought Citizens
and VEC together we regularly achieved a
standard of 48 hours turnaround in our
response time to member requests.  We know
we can achieve that again with the bigger
system.  It requires focusing on the details.
Focusing on the details is the hard work and
our priority of the next two years." 

A lthough we have known it
for months, the bad news
at Annual Meeting was

still bad:  Fuel costs have gone up
dramatically and the cost of elec-
tricity has followed suit, forcing
VEC to increase its rates and
another increase may come with-
in the next year.  The price of
purchasing power for VEC's
34,000 members is more than
twice what it was just a few years
ago and no one knows when the
price of electricity will stabilize.

But there was good news at
Annual Meeting as well.  Among
the promising topics:  VEC is tak-
ing steps towards beginning to
own generation capacity and
enthusiastically supports mem -
bers who wish to install technolo -
gy which will produce electricity
onsite, both residential and
industrial. (See “Ask Rachael” on
page 6 for information on federal
support for such projects.)

David Hallquist, addressing
Co-op members for the first time
since he was appointed executive
manager last October outlined
the problem: 

"In 2003 we were able to pur-
chase all of our power require-
ments for $38 a megawatt -hour
or 3.8 cents a kilowatt -hour.

Today we have to buy in strips
and we are paying $85 a
megawatt-hour for those strips,
more than double our costs just
three years ago.  The global com-
petition has put pressure on all
fuels, so no matter what fuel we
go to, we're going to see an
increase.  Right
now 40 percent
of our portfolio
is Hydro
Quebec, but that
is going to
expire in 2012."

Mr. Hallquist
explained that
the Co-op is
planning to
respond with
activism to
these challanges
. "It's become
very clear to us
that we better do something to
take control of our destiny.

"We are actively pursuing gen-
eration.  We are now in the
process of installing a 500 kilo-
watt generator at Ethan Allen
Furniture in Beecher Falls which
will produce electricity for us at
$40 a megawatt -hour.  We are
also working on a co-generation
project with Rock Tenn (an indus -

trial member in Swanton) which
will provide 35 megawatts.  This
project is bigger than we can
afford on our own, but we are
actively working with New
Hampshire Electric Co-op and
others and they are interested."  
Additionally, Mr. Hallquist said,

the Co-op is
also looking
into "possible
collaboration
between New
York, New
Hampshire and
Vermont,"
towards gener-
ational solu-
tions to rising
prices.

Duncan
Kilmartin,  a
Co-op member
and state repre-

sentative,  suggested during a
question and answer period that
as Hydro Quebec expands,
Vermont utilities could consider
purchasing their own turbine
which would be managed by
Hydro Quebec.

Mr. Kilmartin also suggested a
second option of siting a nuclear
or other type of generation plant
in the Kingdom.  “My rough sta -

tistics say that would be 400 high
paying jobs.  Not only could we
keep our own costs down with
reliable energy, we may be able
to sell it on the spot market and
use it as a profit center to keep
costs down." 

Former Public Service Board
Chair Michael Dworkin, who was
guest speaker at the Annual
Meeting, agreed that Vermont
utilities have to "get off the spot
market but said he supports proj -
ects that are smaller. 

"I think this is a place where
small is beautiful.  On nuclear, for
example, we have seen that you
can probably run it safe and you
can probably run it cheap, but it's
hard to do both at the same time.
And if you  want it to be reliable,
you have to put a lot of money
into the engineering of it.

"Little projects where you fig -
ure that 80 percent of them will
work well and 20 percent of them
may be a disaster... these are little
disasters, and the 80 percent that
do work well can bail you out.
So whether it's things like
Washington Electric did with 

(Continued on page 3)

Co-op Staff Embrace
“Continuous Improvement

Environment”

Vermont Electric

Volume 63   N o.4 june 2006
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The impact of the devastating storm of
last October was reviewed at Annual
Meeting, not just because of the nearly

$1 million it cost VEC to make repairs, but
also to highlight the subsequent improve -
ments the Co-op has undertaken to address
issues which were painfully apparent during
the widespread outages. 

"In terms of damage, it was one of the
worst storms in the history of either VEC or
Citizens, Chief Operating Officer Dan Poulin
told members.  In total we had 350 separate
outages during the storm.  That affected
42,725 meters through that week.  Some peo-
ple had multiple outages that week.  Some
members were without power for five days."

Adding to the difficulties of the outages,
members faced erratic and sometimes erro-
neous information when calling VEC, if they
were able to get through at all, Mr. Poulin
explained.  "We had so many members calling
in at one time that our phone system jammed
and many people received busy signals,
which added to the
frustration of trying
to get through.  In the
first 24 hours we had
188,000 phone calls.
When people were
able to get through
they received incon-
sistent messages about
what was going on.  Sometimes they'd call us
and we would tell them the power would be
on by Thursday.  Next time they'd call we
would tell them it would be Saturday.  So that

too added to the frustration." 
The problems compounded towards the

end of the five-day aftermath of the storm,
Mr. Poulin continued.  "When people were in
need of shelters to get warm and take show-
ers,  shelters just weren't open for them."  

VEC's outgoing manager Kelly Enright
took on the task of com-
piling an extensive
review of the impact
of the storm, VEC's
response and related
member issues.
Within weeks of the
storm the Co-op had
crafted a plan to put
in place new equip-
ment and systems designed to significantly
improve its response in future storms. 

Key to reducing the impact of future
storms is upgrading the Co-op's maintenance
of its power lines.  VEC has recently doubled
the amount of money spent annually trim -

ming trees in the
power line rights-of-
way from $1 million
to $2 million.
The automated meter
reading (AMR) sys-
tem - which had been
partially installed

before the storm -- can
do a great deal more than read meters and the
Co-op is relying on its capacity to monitor the
system in the future and to detect automati -
cally and immediately which members are

without power.
This, Mr. Poulin
said, will enable
VEC staff to "figure
out where the prob -
lems are."  The
AMR system is
hooked up to about
one-third of VEC's
meters now and
should be fully
operational some-
time next year.   

To address the
frustrating commu -
nications difficul -
ties experienced
during the October
storm VEC has
installed an 
integrated voice
response system
(IVR) system.  Mr.
Poulin explained

that the IVR system "connects our data base
with our telephone system. When members
call to tell us that they are without power IVR
captures their phone number which is tied to
their account number.  IVR records the infor -
mation they give us which allows us to more
correctly process that information.  At the

same time, members
receive accurate infor-
mation electronically
through this system.
The number of busy
signals should reduce
dramatically, if not
completely. We are
also working with the
State of Vermont and

other utilities in the state on storm planning
and mutual aid activity. Already this has been
beneficial.  We had a storm in February; our
system wasn't as impacted as Central
Vermont Public Service's system and we were
able to send our lineworkers down to help
them.  

"We will be installing an outage manage-
ment system in November of this year that
will allow us to diagnose where the problems
are.  So if we know members in one particular
area are calling in, the computer will figure
out the exact location of the outage.   

"One thing that was emphasized as a result
of this last storm is that many of our members
rely on their board members for information,
which is a great benefit of being a Coop.  We
have now equipped the Board members with
pagers to let them know the extent of the out-
age and any additional information that we
can.  We are also working with local radio
and television stations to provide restoration
information during outages so people can get
information as they need it.”  

What can Co-op members do to help ? 
“In order for the IVR system to work effec -

tively, we need to have accurate phone num-
bers that tie to accounts.  We need you to help
us to make sure that we have accurate infor-
mation, and we need you to cooperate with us
so we can appropriately prune and remove
trees that are along our power lines.  This is
difficult sometimes.  Many people like their
trees and don't want us to remove them  But
in order to have a reliable system we really
need to keep this type of vegetation away
from the power lines.

“If members of your household are
dependent on electricity for life support, or if
you have a critical operation, such as a dairy
farm,  we urge you to get backup power gen-
eration because we can't guarantee that there
won't be service interruptions.” 

October Storm Stimulates Changes, Upgrades

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 Howard Leighton PO BOX 161, Underhill Center, VT 05490 899-3185
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

Election Resul ts

Elections results at Annual Meeting approved two VEC projects,
voted in a new director for Cambridge and Underhill, and, at the
ensuing directors organizational meeting, the board elected a new

president for the 67 year-old Cooperative.
The retirement of Bob Northrop, longtime VEC president and direc -

tor from Underhill had created two positions.  Howard Leighton was
elected director from Mr. Northrop's district.  Tom Bailey - a member of
the Board of Directors from Derby - was elected VEC President.

Two projects were overwhelmingly endorsed by the membership.
The Ethan Allen co-generation project received 3,254 votes in favor of
the project, with 222 opposed.

The transformer which was installed in Underhill following the
storm of last October was also approved with 3,258 votes in favor and
207 opposed.  

In District 2 Dan Carswell of Enosburg Falls was re-elected and also
voted in by the Board as VEC's First Vice-president.  

Dan Parsons of Richford was elected Second Vice-president.
Also re-elected as VEC officers  were:  Bert LaGue, Treasurer and Jack
Slagle, Secretary.

Key to reducing the impact of future
storms is upgrading the Co-op's maintenance
of its power lines.  VEC  has rece4ntly dou-
bled the amount of money spent annually
trimming trees in the power line rights-of-

way from $1 million to $2 million.

The automated meter reading (AMR)
system - which had been partially installed
before the storm --  does a great deal more
than read meters and the Co-op is relying
on its capacity to monitor the system and

know automatically and immediately
which members are without power.
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Rate Case Update
AMR -  New Serv ice Center

Business Review -  Staf f  Tra in ing

Rate Case Decision is Near
VEC and the Vermont Department of Public
Service (DPS) have come a long way in the
past two months towards reaching an agree-
ment on a stipulation to settle the Co-op's
pending rate case and we are closing in on a
final agreement.  VEC has worked diligently
since late December to provide the DPS with
detailed and extensive answers to nine

rounds of formal discovery and two on-site interview question and
answer sessions as part of the hearings involved in VEC's filing for a
rate increase.  The need for the current rate increase was based entirely
on the rising cost of fuel which has, in turn, driven up our costs to pur -
chase electricity for our members.  Just two months ago, VEC and the
DPS were viewing issues related to the case very differently but since
then both sides have worked especially hard toward a final resolution.
I am pleased to say that settling this case has been a result of honest
and open communications that, in turn, will provide an ongoing foun -
dation to help the Co-op and the Department work together as we con -
tinue to deal with a very difficult energy future for Vermont.  It is
going to be important for all of Vermont to pull together to face an
energy market that has reached its supply limits.  New sources of gen-
eration, as well as aggressive efficiency programs, are going to be
needed to deal with the expiration of the Hydro-Quebec contract (in
2012) and the eventual closing of Vermont Yankee and I am encour-
aged by our recent work with the Department.
Business Process Review – A number of issues arose during the rate
case, including how VEC services its districts, communicates with
members during storm outages, and maintains power lines, as well as
the processes related to power supply purchases.  Since the acquisition
of Citizens,VEC has been working hard to pull all our districts together
and we believe the timing is now right for a top to bottom review of all
VEC processes as well as our ideas for further improvements.  VEC
will be putting out a Request For Proposals, to seek a company to per-
form this review over the next few months.  Members are encouraged
to provide contact information for companies that they believe can
provide these services.  Please send information to me at
dhallquist@vermontelectric.coop, or call VEC.
Automatic Meter Reading has now been installed on nearly one-
fourth of VEC’s system.  Four substations serving approximately 8,830
members have been activated.  Although VEC has been testing and
using the AMR system since October to bill a significant number of
members, we will officially announce the AMR system once the
Newport substation is in full operation.  We are planning a media
event to publicly announce this technology breakthrough – the first
such system to be installed in Vermont.  The potential of AMR systems
to help reduce peak loading on both transmission and distribution
facilities has created considerable excitement.  AMR technology further
holds the promise of helping to reduce the need for future transmis -
sion facilities, as well as enabling a variety of other programs, includ -
ing planning for future needs.  The first phase of this project includes
installation of about 31,500 AMR meters.  
Chittenden County Service Center – VEC has decided that a district
center will be put in place in Chittenden County to better serve that
area.  The Williston, Richmond and Hinesburg areas have seen signifi-
cant growth over the past several years, and providing excellent serv-
ice to our members in these towns using crews and equipment from
Johnson is no longer reliably adequate.  Additionally, the population
densities and power requirements have reached the point where such a
service center is justified.  Working with a partner, VEC has found a
desirable location for a facility that can be leased.  We have been
reserving reductions in operations personnel to allow staffing for this
center without negatively impacting the budget.
Member Relations Training – The Co-op is initiating an employee
training program aimed at improving communication with our mem -
bers. This is especially important during outages when all VEC
employees interact with a large number of members.  Outages are a
time when all of us at VEC want to provide our members with excel -
lent service, but outages can also create a great deal of stress for every-
one.  To better train ourselves to respond to your needs during these
stressful situations, all managers will first receive facilitator training
thanks to an excellent program offered by  CareerTrak.  Each manager
will then lead a cross section of VEC employees through the next steps
of the training program.  We want to make every interaction with all of
you a pleasant experience and we look forward to continuing to
improve these communications.

David Hallquist 
VEC Manager

Production shifts were in full
operation at Columbia Forest
Products in Newport when a

crucial piece of machinery failed --
an air compressor, used for a vari-
ety of processes throughout the
facility. With this critical part of the
operation down, company manage-
ment knew it was time to both
replace and  upgrade the equip-
ment to better meet an increasing
demand for the company's sought-
after wood products. 

What started as an unexpected
cost has now become an asset for
the company.  Columbia Forest
Products now has energy-efficient
methods in place that enable the
factory to increase production
capacity while lowering energy
costs by more than $56,000 per
year. 

This financial turnaround began
when the company's equipment
vendor suggested contacting
Efficiency Vermont to learn about
the benefits of buying energy-effi -
cient equipment.  Efficiency
Vermont initiated a thorough
assessment that identified the most
cost-effective approach for
Columbia in terms of both up-front
and long-term costs. 

Before focusing on new equip-
ment, Efficiency Vermont took a
good look at existing equipment.
including examining the facility's
air delivery system for possible
leaks. That testing revealed leaks
that, when repaired, would reduce
air compression needs enough to
enable the company to purchase
equipment that required less ener-
gy than expected.

Efficiency Vermont also con-
ducted an assessment that showed
that some of the company's pro-
duction processes required less air
pressure than others.  The EVT
team recommended eliminating the

facility-wide use of a large, single
air compressor designed for maxi-
mum air pressure needs and
demonstrated the advantages that
two compressors would bring; one
unit could handle most of the
plant's machinery while a second
compressor could be used solely
for the few processes that needed
high-pressure air. Together, the
equipment increased overall pro -
duction capacity but lowered total
energy use by using only the ener-
gy needed for specific operations.

The company adopted these rec-
ommendations as well as addition -
al suggestions from Efficiency
Vermont to make efficient
upgrades to the air compression
system. In all, the price was $39,000
more than the equipment replace-
ment would have cost without
energy-efficient improvements.
With $19,000 in incentives from
Efficiency Vermont and reduced
energy costs, the upgrades are
expected to pay for themselves in
just four months.

"Columbia Forest Products is a
great example of a company with
vision," says Efficiency Vermont's
Chandra Gopalakrishnan. "Their
foresight, in assessing opportuni-
ties to lower energy use, will bene-
fit their bottom line for years to
come. It's a pleasure to assist
Vermont businesses as they
strengthen their competitive edge
and maintain their positions in
their local economies."

Efficiency Vermont provides
technical and financial services to
help Vermont businesses and
households reduce energy costs
and power plant pollution.  To find
out how your business or home can
benefit from energy efficiency, visit
efficiencyvermont.com or call toll-
free: 1-888-921-5990.

Newport Manufacturer Lowers
Overhead with Efficiency Measures 

Coventry (burning trash to create
electricity), which looks like it's
working wonderfully, whether it's
Rock Tenn, projects the size of the
McNeil 50-megawatt wood burn -
ing plant, or half that size, which
is what the Rygate 24-megawatt
plant would be, those are all
attractive.  Smaller ones that the
Co-op buys into, owns,  and has
the right to control how it's built,
what it burns, when it's on and
when it's off, those make sense.  I
would be very, very careful about
a risk interest in anything so big it
could break the bank."  

Both Mr. Hallquist and Mr.
Dworkin pointed to individually-
owned, small generation projects
as key to moving towards greater
control over the Co-op's power
purchase picture.  About 70 "net
metering" customers own wind,
solar, and hydro systems through-
out Vermont which provide some
if not all of their own electricity
needs.  Any surplus power is fed
back into the grid, providing

Vermonters with income.
Mr. Hallquist said the state is

looking at group net metering,
which would be feasible with the
Co-op's new Automatic Meter
Reading system.  "We encourage
net metering and support it, and
our engineering staff understands
it well, so if you are thinking of a
small generation project, call our
engineering department and they
can help you."  

"Net metering could help a lot,"
Mr. Dworkin added.  "If you really
want it to be meaningful you don't
need 70, you don't need 700, you
don't need 7000, you need 70,000.
People like you need to decide
they want to do net metering and
utilities need to give the kind of
answer we just heard right now,
which is 'we'll work with you to
make it happen.'  People who can't
afford it on their own ought to be
able to get together with their
neighbors to do a little bit of it,
and that is group net metering." 

Generation.........Continued from page one
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This is the second annual meeting since
we acquired the Vermont Division of
Citizens Utilities.  Since that day a little

more than two years ago, we have been work-
ing hard to serve our expanded utility with
about 37,000 member customers in about at
least 103 communities in Vermont.  Since the
purchase, two sets of employees have been
melded and that seems to be going along quite
successfully.  

In addition to the technical merger of the
two utilities our Board of Directors has spent
many hours reconfiguring itself so it will fairly
represent all of the people in our expanded ter-
ritory. We are still in the process of redefining
the Board of Directors makeup, so we will con -
stantly be sure that we represent all our mem-
bers in the most democratic way, both geo-
graphically and numerically so our board com -
position is a year-by-year work in progress.  

Elections have been held in the former
Citizens territory, and we have three directors
from former Citizens territory: Jack Miller
from North Hero who has brought a lot to the
Co-op so far.  John Ward from Newport is the
City Manager of Newport and he brings a
great deal of understanding of that area to our
Board.  And the third person is Tom Bailey
from Derby who's been active in community
affairs in Derby for many, many years.  We
have some overlapping territories or districts,
so some of our Co-op directors represent both
new Citizens customers and their old cus-
tomers.  

For many years, our headquarters was on
School Street in Johnson. Two years ago we
added on to our facility along Route 15 on
Wescom Road, and we invite you to stop in for
a visit.  It's a very good place for the Co-op
headquarters and it's a great improvement
over the former building which just couldn’t
meet our future needs.  

During the last 12 months we have experi-
enced some other changes at the Co-op.  After
eight productive years as our Co-op manager,
Kelly Enright felt it was time for her to move
on and she did, with plenty of advanced
notice.  She completed her managerial service
to VEC last October, and then stayed for two
additional months to  overlap with our new

manager.  We had the daunting task of filling
her shoes, but Kelly's advice -- and our Board
unanimously agreed -- was to choose David
Hallquist to be her successor.  David was hired
from within the Co-op, so he bypassed much
of the learning curve, but I want to thank Kelly
for the contribution that she's made to the Co-
op.  She will long be remembered.  And I
appreciate also what everyone did to make the
transition from Kelly to Dave as easy as it was.
David hit the ground running, although he lit -
erally spent a lot of his first days on the job in
snow and ice and fallen trees - his official
appointment as CEO began three days after
the October storm hit and it was a tough
storm.  

It is with conflicted emotion 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
Cooperative has had to face and will continue
to face as time goes on.  It has been a real priv-
ilege to be part of a democratically run utility
which was formed to provide electricity to
rural Vermont where there was no electricity
until the late 1930s.  

I remember at least one farm on Pleasant
Valley Road in Underhill, which still used a
12-volt Delco system to provide minimal elec -
tric power when I moved to the Irish
Settlement Road in the mid-fifties, so we have

come a long ways since then.  But now it's time
for me to spend a lot more time with my own
large family. I wish to recognize my wife, Julia
and thank her for all the patience she's shown
me over the years as I immersed myself in the
life of the Co-op.  She is the one that has put
up with it.  She's hoping the phone doesn't
ring quite as much.     

I'm leaving the Board, but I'm not leaving
completely, it won't be quite that easy.  I have
had an idea for a long time along with a cou -
ple of other people to try to put together a
coherent history of the Co-op.  Nancy Crowe,
who is the editor of Co-op Life, has been doing
some oral history.  Longtime manager Walter
Cook and others who go way, way back have
been interviewed. The other objective is to
make a time line, an accurate time line from
the time the REA was formed until the present
so we can have a list of the significant things
that have happened, the significant events in
the life of the Co-op, and then flesh it out with
narrative.  Nancy has agreed to work on it
along with Bill Porter who used to work with
us and has a lot of history with the Co-op.  We
will not be going to the ratepayers to fund it.  
I have a friend who is a good grant application
writer and he has promised to help me to get
some money to fund it, but I think it would be
a useful activity.  I will just be working as a
volunteer, that's all.  

I can't quit this podium quite yet without
paying tribute to the VEC employees who
have worked with utmost loyalty, frequently
under very trying circumstances to serve our
members both as the original VEC and now as
an enlarged utility.  They are the people who
deserve the credit and thanks from all of us
whom they serve. From the bottom of my
heart I think that the group of employees that
we have had over the years and that we have
now is just very, very wonderful.   

Finally I believe that the combination of a
strong Board of Directors, a strong manage-
ment team, our hard working and efficient,
dedicated employees bodes well for the future
of Vermont Electric Cooperative.  And I'm
quite overwhelmed by the expressions that I
have received and I thank you very much.

President Bob Northrop Bids Farewell to Co-op

State Representative  Bill Frank of Underhill
(right) presents outgoing VEC President Bob

Northrop with a resolution from the S tate
Legislature honoring his contributions. 

It is with mixed feelings that I leave the Vermont Electric Cooperative
Board of Directors.  While it is time to move on to many family-related
activities, being involved with VEC matters for the last 24-plus years has
been personally very exciting and rewarding for me.

George D. Aiken envisioned electric power for Vermont rural areas with-
out power and it came to pass 68 years ago with the formation of what was
known then as the "Johnson Co-op."  Thanks to the Rural Electrification
Administration, Aiken succeeded in his dream for rural Vermont.

Starting as a very small rural utility, VEC has weathered some very dif-
ficult storms, both natural and financial.  Despite the danger of collapsing
as a consumer-owned rural utility, VEC has rebounded and now serves
37,000-plus member/customers in 103 Vermont communities.  The pur-
chase of the Vermont Electric Division of Citizens Utilities in 2004 
more than doubled our membership.

As I see it, healthy interaction between our member/customers and our
elected Board of Directors, our management and our hardworking and loyal
employees is the key to our continued success.

David Hallquist, our Executive Manager, has made it very clear that we
need to stick to basics, first and foremost.  This means: efficient service at
the lowest possible cost per kilowatt-hour for our members.  Our power lines
must be clear of encroaching trees, our telephone reporting and response
time must be quick and effective.  

Our democratically elected board members want to hear from you, our
members.  Interaction between customers and board members is a must. 

We now have a new VEC President.  He is Tom Bailey of Derby, who
brings to the Co-op a great deal of understanding of our electrical needs and
comes to our leadership with a long record of community and civic involve-
ment,  Tom, along with our other officers - Dan Carswell, First Vice presi-
dent; Dan Parsons, Second Vice-president; Bert LaGue, Treasurer; and Jack
Slagle, Secretary - are all dedicated Co-op members who will work closely
with Dave Hallquist.  I believe this bodes well for the Co-op's future.

Any mention of the Co-op's future inevitably involves finding power at
affordable prices.  Michael Dworkin, our Annual Meeting guest speaker, did
a masterful job of analyzing our own power purchase options in the light of
global energy problems.  His was the best description of these issues that I
have ever heard.  If you did not hear Mike Dworkin in person, the next issue
of Co-op Life will describe what he said.

Once again, while it is a big change for me not to be part of the Co-op
action, I have received authorization from our Board to work on a history of
VEC.  This would include oral records of VEC members and others who
have interacted with our Co-op.  If you have any personal recollections, our
Co-op Life editor Nancy Crowe would be glad to interview you and 
transcribe accurately whatever you wish to say.

I guess the last word from me is to urge you to keep in contact with your
elected director who represents you.  The VEC is a lively utility and very
much needs your regular input.

Cordially,
Bob Northrop

An Open Letter to VEC Member/Customers from Bob Northrop
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VEC's Board of Directors
Bob Northrop has been of enormous help to our to Cooperative

in seeing it through numerous difficulties, and for that we want to
recognize Bob with a special gift from the board.  This is a painting
which was done by a former VEC employee, Eric Tobin, and there
is an inscription which I will read.  In grateful appreciation of
Robert B. Northrop, recognizing his 24 years as Board president
and constant advocate for Vermont Electric Cooperative. (The
Board also named its boardroom after Bob and had a plaque
designed and installed at VEC's Johnson headquarters in apprecia-
tion of his extensive service.)

A Resolution passed by the Vermont House 
recognized his "dedicated and dynamic leadership . . . and amazing
tenure . . . as president of the Vermont Electric Cooperative (that)
enabled the Cooperative to weather the fiscal storm and emerge as
a financially solvent and debt-free organization. . . VEC was
extraordinarily fortunate to have him to guide the Cooperative
through an extremely challenging and dangerous period in its his -
tory."

The resolution further recognizes Bob as "a man committed
without question to making Vermont a better place as his end-to-
end Long Trail hikes to raise financial support for the trail's protec -
tion continued long past the age when most persons would consid -
er this type of activity."

Washington Electric Cooperative, VEC's sister co-op
On behalf of the Board of Directors, Management and

Membership of Washington Electric Cooperative, we honor and
thank Bob Northrop for his many years of tireless service, dedica-
tion and strong advocacy on behalf of Vermont Electric
Cooperative and its members.  Your commitment to the
Cooperative principles has assured that VEC's members, including
its many new members, will continue to have a real voice in their
electric utility, and in decisions, large and small, that will affect
their energy future. We honor you as a friend, a fellow Cooperator,
and as a great Vermonter, and we wish you the best in the years to
come. 

US Senator Patrick Leahy
Congratulations on your retirement from nearly a quarter of a

century of service as President of the Vermont Electric Cooperative

Board of Directors.  You have provided outstanding leadership to
the VEC Board during your tenure as its president, and I want to
join your colleagues in extending appreciation for all you have
done.  Vermont is a better place because of your service, and
although you are retiring, the Vermont Electric Cooperative will
benefit from your many contributions for decades to come. Bob,
again congratulations and best wishes for continued success.  

From Governor Jim Douglas
Congratulations on your retirement from 23 years of dedicated

service to the Vermont Electric Co-op.  I join your family, friends
and colleagues in  celebrating your career and in recognizing your
many contributions to Vermonters.  Please be assured that the dedi-
cation you have demonstrated as a Board member and Chairman
for the Vermont Electric Co-op has made a difference, and I want
you to know how much your efforts have meant to others.  Again,
congratulations and best wishes to you and your family for a
happy and healthy retirement. 

Michael Dworkin, former Public Service Board Chair
Again and again and again, the fundamental integrity of Bob

Northrop as a human being comes through.  The fact that he was
putting his body, his mind, his soul into trying to make a better
world for Vermonters and VEC is absolutely fundamental. . . If you
want an example of how to meet a challenge, you have about as
fine an example as I could think of for how a human being should
face hard choices and work to help the people around them. 

The Electrical Safety Foundation International (ESFI) warns
consumers to beware of the dangers hurricanes and other
severe weather can cause when water comes in contact

with electricity. 
"Electrical safety guidelines are always important. During

cleanup following a flood, electrical safety precautions can help
avoid further loss and tragedy," noted Anne Mayberry, ESFI
Program Manager.

To protect against the hazards of the af termath of severe
storms, ESFI offers this safety advice:

g Take care when stepping into a flooded area, and be aware
that submerged outlets or electrical cords may energize the
water, posing a potential lethal trap. 

g Do not use electrical appliances that have been wet. Water
can damage the motors in electrical appliances, such as fur-
naces, freezers, refrigerators, washing machines and dryers.
For those appliances that have been under water, have them
reconditioned by a qualified service repairman, or purchase new
ones.

g Take special care with portable electric generators, which
can provide a good source of power, but if improperly installed
or operated, can become deadly. 

·

g Do not connect generators directly to household wiring.
Power from generators can backfeed along power lines and
electrocute anyone coming in contact with them, including
lineworkers making repairs. A qualified, licensed electrician
should install your generator to ensure that it meets local electri-
cal codes. 

g Make sure your generator is properly grounded. 
g Keep the generator dry. 
g Do not plug appliances directly into the generator. 
g Make sure extension cords used with generators are rated

for the load, and are free of cuts, worn insulation, and have
three-pronged plugs.  

g Do not overload the generator. 
g Do not operate the generator in enclosed or partially

enclosed spaces. Generators can produce high levels of carbon
monoxide very quickly, which can be deadly. 

g Use a ground fault circuit interrupter (GFCI) to help prevent
electrocutions and electrical shock injuries. Portable GFCIs
require no tools to install and are available at prices ranging
from $12 to $30.
Electrical safety tip s are available at the Foundation's web -

site, at www .electrical-safety .org, or call (703) 841-3229.

Bob Northrop (left) welcomes Howard Leighton who was elect -
ed to take Bob’ s Cambridge-Underhill seat on the VEC Board.

Annual Meeting Accolades 
Salute Bob Northrop

Electrical Safety Precautions During Severe Storms 
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Q. I’d be happy to switch to energy-efficient fluorescent bulbs, but not if
they still hum and flicker. Do newer bulbs still have these distracting
habits? 
A. You will be happy to learn that most new fluorescent bulbs give you
steady, hum-free light. The new electronic ballasts are not only more effi-
cient, but also quiet and quick to start. Look for a quality product with the
ENERGY STAR® label and be sure to ask for a demonstration at your light-
ing or hardware store.
Q. My chandelier uses small pointy bulbs with a candelabra base. Can
you tell me where I can find compact fluorescent lights in that shape and
size?
A. My first suggestion would be that you check with one of the larger light -
ing supply stores in your area. The store may be more familiar with the type
of bulb you need. Since these bulb are available in a variety of sizes,
employees may be able to recommend a good alternative choice or to spe-
cial-order the bulb you need. If you can’t find what you need, call Efficiency
Vermont at 1-888-921-5990, and our customer service department will help
you track the bulbs down.
Q. I heard a news report about getting federal tax credits for making ener -
gy-efficient home improvements. What can you tell me about this – and
where can I find out more? 

A. You heard right. Under the federal Energy Policy Act (EPAct) of 2005,
you could get a tax break of as much as $2,000 if you own a home or are
building a new one. The credit is limited to $2,000 (to the builder) for build -
ing a new home that meets strict efficiency guidelines, $500 for energy effi-
ciency and renewable energy improvements to an existing home and $2,000
for installing solar electric and hot water systems. Owners and designers of
commercial buildings can also qualify for tax deductions. Your tax advisor
will have more details. Also visit www.energytaxincentives.org for more
information.
Q. I’ve always heard that it takes more energy to turn my TV and lights
on and off than it does to leave them running. Is this correct?
A. No, that’s an old myth that causes a lot of people to waste a lot of energy.
Leaving lights, TVs, computers and other appliances running – even when
they’re not being used – doesn’t save energy. I like to use the 5-minute rule:
If you know you’re not going to return to a room for at least 5 minutes, shut
off all the appliances in that room, including the lights. For fluorescent
lights, use the 15 minute rule.

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.com or call, toll-free: 1-888-921-5990 and
a customer service representative will answer your question.

“Ask Rachael” 

o Check electrical outlets for loose fitting plugs that can shock or
be a fire hazard. 
Replace missing or broken wall plates so that the inner wiring com -
ponents are not exposed.  If you have young children, make sure
safety covers are used on unused outlets.  
o Make sure that plugs are never forced into outlets.  Never
remove the ground pin (third prong) to make a three pronged plug
fit into a two-conductor outlet.  
o Check electrical outlets to assure that they are not overloaded
with appliance plugs, which may cause a fuse to blow.  
o Check the cords of the appliances in your home.  Make sure
that they are not frayed, cracked, placed under rugs or carpets,
resting on furniture, or located in high traffic areas.  Do not nail or
staple cords to walls, floors or any other objects.  
o Have additional outlets installed where you need them instead
of relying on extension cords and power strips.  
o If you are using extension cords, make sure that they have
safety closures to protect young children from shock hazards or
mouth burn injuries.  
o Check your circuit breakers to make sure that the fuses are
properly rated for the circuit that they are protecting.  If you do not
know correct rating, have a qualified electrician identify and label
the correct size to be used.  If you are replacing a fuse, make sure
that you replace it with the same size as the one you are removing.  
o Check the wattage in light bulbs to make sure that they match
fixture requirements.  Make sure to replace bulbs that have higher

wattage than recommended.  Additionally, bulbs should be
screwed in securely to prevent overheating. 
o If an appliance blows a fuse, trips a circuit breaker or gives
you an electrical shock, immediately unplug, repair or replace it. 
o Search for cracks or damage in wiring, plugs and connectors.  
o Check on or install GFCIs, ground fault circuit interrupter
designed to prevent electrocutions, burn and electric shock
injuries..  Make sure these devices are installed in kitchens, bath-
rooms, workshops, basement, garages and outdoor areas where
water and electricity have the opportunity to come into contact.
Test GFCIs monthly to insure that they are working properly.
o Check outdoor connections and appliances.  Electric-powered
lawn equipment and power tools should NEVER be used in the
rain, on wet grass or in wet conditions.  Inspect these appliances
for frayed cords, broken plugs and cracked or broken housings.
Never use an indoor extension cord for outdoor use.  Use an exten-
sion cord specifically for outdoors; they are heavier and less likely
to be damaged.  
o Never plug in any electrical device such as a radio or CD play-
er within splashing distance of a pool or hot tub or you risk the
device falling into the pool or getting wet, causing electrical shock. 

For more information on electrical safety, visit
www.SafeElectricity.org. 

When to Call in an Electrician for an Inspection
Has your home had a major renovation/addition or have you added any large new appliances such as a heating unit, air 

conditioner, refrigerator or freezer in the last 10 years? 

Are you the new owner of a previously owned home? 

Do your lights flicker or dim often? 

Do your circuit breakers trip or fuses blow often? 

Are your outlets and light switch faceplates discolored from heat or are they hot to the touch? 

Do you hear crackling, sizzling or buzzing from your outlets? 

Do you have extension cords and multiple power strips permanently in use around the house?

If you answered "yes" to any of the above questions, consider an inspection. 

These inspections are quite extensive, requiring a qualified electrician or electrical inspector. 

Spring is the Time to Conduct a Home Safety Inspection

A
s a part of an annual nationwide effort, VEC encour-
ages our members to review a few electricity safety
steps.  According to the U.S. Consumer Product Safety

Commission, faulty home electrical wiring is responsible for
40,000 fires a year and results in the loss of 350 lives, thou-
sands of electrical shock and burn injuries and more than

$2 billion in personal property damage.
Electrical hazards have a tendency to remain hidden until

it's too late to avoid disaster.  Don't let the small cost of pre-
vention stand in the way of protecting your family and your
property.  There are many things that you can inspect on your
own this spring to ensure electrical safety.

The Home Safety Checklist
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Treasurer presents Repor t a t annual meeting

The Vermont Electric Cooperative (the
electric utility serving you, owned by
you, and operated by your elected direc-

tors) has realized efficiencies by its merger
with the former Citizens Utilities but has had
to overcome major challenges this year.

We have had to purchase power at ever
increasing market prices which has necessitat-
ed our filing for a rate increase of 14.35%. In
addition, we incurred over $900,000 of storm-
related expenses due to a heavy, wet snow-
storm in late October this past year.

On the positive side, our independent audi -
tors, Kitell and Brannagan, issued an unquali-
fied opinion for 2005, which means that our
financial statements conform to generally
accepted accounting principles.  Our Standard
and Poor and Fitch ratings remain at "BBB"
with a credit watch stipulation, pending the
outcome of our requested rate increase.  Any
drop in our national rating agency's financial
profile could jeopardize our ability to borrow

money at market competitive rates and add to
our interest expenses.

In 2005, our total revenues were $58.3 mil-
lion.  This was our first full year of VEC and
Citizens combined revenues; we also experi-
enced a 2% growth in membership and energy
sales. Total operating expenses were $54.3 mil-
lion, which included $38.3 million for pur -
chased power and transmission costs.  Clearly,
at this time, power costs are dominating our
expenses and they are rising.  It is fortunate
that the expiration of our power purchase con -
tracts are staggered so that renewal purchases
do not come all at once.  We are timing pur-
chases to reduce our exposure in today's
volatile market.  In spite of our power pur -
chase efforts, it appears that we will have to
seek an additional rate increase later this year
due to the overall increase in oil and gas
prices.  Oil and gas are the primary fuels avail-
able for electric generation and are the basis
for the market.

The bottom line for 2005, for  your electric
co-op, after factoring in other income, was a
net income of $1.9 million.

Capital spending for 2005 was nearly $7
million as we upgraded our electric infrastruc -
ture and merged the VEC and Citizens electric
systems to become increasingly more efficient.
These capital expenditures were funded by net
income, customer contributions and the
issuance of series "A" bonds for $4.1 million.

Now, as we go forward in 2006, we must
continue to work on maximizing the efficien -
cies to be realized in merging our two electric
systems and further wean out job process
duplication. 

The Vermont Electric Co-op's directors and
managers remain committed to the delivery of
reliable energy to your home, farm and busi -
ness at competitive rates in this very challeng-
ing economic environment.

Thank you,
Bert LaGue, VEC Treasurer

M embers at Annual Meeting raised
what outgoing VEC President Bob
Northrop called the "best session of

questions" in his memory. They asked about
power generation possibilities (see article on
page one)and board representation. Members
discussed the progress of broadband Internet,
wondered whether Vermont has too many
electric utilities and whether VEC's Southern
District is too distant from the bulk of Co-op
territory to continue to be an effective part of
VEC.  They wanted to know about time-of-
day rates, about when to call during an outage
(answer: always)and suggested that loggers
help cut trees that fall in the rights-of-way
during a storm (answer: unsafe! -see below).

VEC's Chief Executive Officer David
Hallquist was joined by Michael Dworkin, the
meeting's guest speaker and former chair of
the Public Service Board, in taking questions
from members.

David Haynes, from Beecher Falls, said his
region, Essex County, is under-represented
and urged the VEC Board to reconsider the
current configuration of districts.  

"I think we ought to have a representative
from Essex County itself on the Board.  You
now have representatives from Newport,
Derby Line and Derby.  Those three towns are
close together.  You need representatives from
a little bit more over our way." 

Mr. Haynes also asked the Co-op to hold
more meetings in Essex County, to "make it
easier for us to attend meetings, and to be
informed about what is going on with this
cooperative, because a lot of people over there
do not understand cooperatives.  It's an edu-
cational process that needs to be brought up
so that you educate your customers on what a
cooperative can do for them."  

Mr. Hallquist said that while meetings
have been held in Canaan in Essex County,
including one after last October's storm, he
agreed that more are needed. "As people
begin to understand the Cooperative, they are
going to want to have more meetings and we
will respond to that." 

Board Secretary Jack Slagle, who was
instrumental in helping the board strive

towards equitable representation in reconfig -
uring the districts when the Citizens territory
was added, responded:  "The current district
configuration is a work in progress and there
is a lot of new territory.  We are still getting to
know that territory and, as we do, hopefully
people like yourself will come forward and
help us figure out the right way to get it rep -
resented."

Ken Hoeppner from Underhill asked Mr.
Dworkin about the efficiencies of Vermont's
small population being served by 22 utilities.

"Has anybody in the state ever considered
paring that down to a regionalized approach
where you don't have 22 CEOs and 22 CEO
human resource managers and put more of
your time and energies into direct services as
opposed to administering the system?"

Mr. Dworkin agreed with Mr. Hoeppner's
criticism of what seems to be an administra-
tively top-heavy system:  "We have an
extraordinary number of utilities for 660,000
Vermonters.  The chance to have some savings
by blending them is real, and at least a few
ideas have been punted around. When I was
chairman we saw one reduction, Citizens
merging (with VEC).  We saw another one
which was Rochester, a small family-owned
private electric utility which is in the process
of transition into a merger.  We saw Public
Service of New Hampshire, which owned sig -
nificant chunks in Vermont, sell those ele-
ments to others, and we have gone from 27
down to 22.  You might call that getting rid of
a fifth of them so there is progress there."  

Bruce Bauder asked about the status of
broadband Internet, a service VEC has been
trying to help provide to rural members who
are largely limited to much slower dial-up
service.

Mr. Hallquist said that the Co-op's best
approach is to partner with other organiza -
tions, which may want to use the Co-op's
wires and poles.  The Co-op is not willing, nor
legally allowed, to invest its own money in a
broadband system. 

"Many of you might have heard about
installing broadband over power line.  We
have been closely monitoring the costs of

installing broadband over power line and it
cost $15,000 a mile. When your  average cus-
tomer count is 14 customers per mile and you
are looking at 30 percent penetration (i.e., use
of the service), you can't afford to pay for it." 

Mr. Bauder also questioned the wisdom of
continuing to serve the Co-op's relatively dis -
tant and small southern district.  Mr. Hallquist
said CVPS and Green Mountain Power are
serving areas contiguous to VEC's southern
territory and the Co-op has been "in discus-
sions with other utilities about doing some
swaps."  Mr. Hallquist acknowledged that the
low population density of the southern territo -
ry combined with its distance from the north -
ern districts has VEC's Board considering the
issue, but also pointed out, "That is where our
happiest customers are." 

Dennis Shanley of Jeffersonville explained
that his meter has been converted to the new
AMR (Automatic Meter Reading) system and
wondered if he should still call the Co-op if
his power goes out.  "I don't know whether to
call in or whether it's being picked up auto -
matically," he told Mr. Hallquist.  

Mr. Hallquist said that until AMR is fully
installed and fully operational throughout Co-
op territory, probably by next Annual
Meeting, all members should continue to call
the Co-op with outage problems.  

Mr. Shanley was also curious about the
potential of using the new AMR system to
implement time-of-day rates, allowing mem -
bers to budget their use of electricity during
hours when VEC has to pay less to purchase
electricity.   Mr. Hallquist responded that the
Public Service Board is very supportive of
such a system and the Co-op will be consider-
ing it next year. 

David Haynes from Beecher Falls asked if
the Co-op could consider asking loggers to be
on "standby" during storms to help cut trees
that fall under the power lines.  Mr. Hallquist
said loggers who participate must meet cer-
tain qualifications and carry specific insur -
ance, "but we do welcome any vendor.  Just
call the Co-op, and we'll hook you up with
our forester."  

Co-op Members Raise Issues & Ideas at Annual Meeting
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Many thanks to these businesses
whose generous gifts made our

annual door prize drawing such a
success at Annual Meeting!!

S. B. Collins, Inc.

Charles Curtis

Office Quarters

Wesco Distribution, Inc.

First Choice Communication

Koppers

The Crossing

Burak, Anderson & Melloni

Primmer, Piper, Eggleston &

Cramer

Novi Energy

T. R. Electric

Northern Tree Experts
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