VERMONT ELECTRIC COOPERATIVE, INC.
UNAUDITED FINANCIAL STATEMENTS
FOR THE MONTH AND THREE MONTHS ENDED:

MARCH 2007



Financial Highlights — March

: Variance {K’s) YTD Variance (X’s)
March 2007 Net Income $243 $186

Analysis:
* Operating Revenue $96 ($534)

Overall operating revenues were 2% better than budget in the current month but are 3%
below budget YTD. There are a few factors that have impacted 1Q07 revenue variances.
The first factor will be an issue for the balance of the year, as the budget was completed
assuming a 2007 rate increase of 8.33%. VEC finalized on an approved rate increase of
7.15% after the budget was completed largely as a result of improvements in purchased
power costs and A&G costs that were agreed to in our MOU (this represents about $200k
of the YTD variance). Secondly, Sold KWH is running about 4% below budget and 2%
down from 2006 (represents about $660k YTD variance). Lastly, the mix of sales has
resulted in lower revenues/KWH of 2.6% or an additional $250k YTD after factoring in
rate increase. Offsetiing these three factors was an improvement to revenues for unbilled
revenue. The number of meter reading days through the first quarter has been less than
expected. Therefore, unbilled revenues had a positive 1Q07 variance of about $580k.

e Purchased Power Costs $189 3684
Current month purchases were 3% below budget (YTD is 4% under budget or about
$395k). Additionally, our overall costs/K WH finished better than budget by 3% YTD or
approximately $278k. It is expected our costs/KWH will remain under budget for the
year and will finish approximately 1% below budget by year end.

* Transmission Costs $59 §138
Current month and YTD transmission costs were less than plan as a result of action taken
at the FERC reducing the return on equity the New England transmission owners were
charging. Additionally, VEC’s peak occurred at times different than other owners
resulting in an improvement to budget (our peak less costly). Finally, Velco adjusted real
estate taxes to actual resulting in further savings to VEC.

¢ Distribution Operations/Mtce ($213) ($386)

Distribution tree trimming was over budget by $68k for March and $188k YTD. Our
total tree trimming spending for the year from our MOU resulting from sale of the South
will be $1,424k. We expect trimming to run over budget until April. Secondly, as a
result of the Richford incident we have opened an investigation into the incident and the
cost in March was $33k with $82k YTD which was not budgeted. The 4/1/07 physical
inventory resulted in an adjustment of $31k in March for those items of inventory that
had not been properly charged to maintenance accounts. An additional $25k had been
reserved for inventory losses as part of the sale of the Southern District (or 4% of our
overall inventory). Overhead & substation maintenance was over budget by $96k in
current month and $101k YTD as more maintenance related work was performed at our
substations and on our overhead lines than anticipated.
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e Customer Accounts 52 (325)
SQRP administration is over budget related to a billing error from implementation of the
new 2007 rates at $7k YTD. Major account representation and PR support has been
higher than anticipated resulting in a $19k YTD variance to budget.

* Administrative & General $58 $175
A&G expenses were under budget for two items that were included in the settlement of
the 2007 rate case and resulted in reduced rates (see revenue variance above). The IRP
was $33k under budget in Mar and $99k YTD as the external costs of about $300k will
be deferred through a request for an accounting order. Additionally, the savings from the
rate case being settled resulted in improvement to budget of $24k in Mar and $86k YTD.
Finally, an unplanned audit adjustment of $23k offset some of the positive YTD variance,

¢ Non-operating Margins 522 §73
Investments contributed $16k YTD in positive income to budget during the quarter.
Option payments, from potential buyer LHP, for School Street property contributed $4k
in Mar and $15k YTD. Lastly, CoBank contributed $25k more than budgeted in
patronage capital retirements in March and NISC returned $9K in patronage retirements
in February (budgeted at $3k in May). However, CoBank’s patronage capital included
$27k of patronage in equity that does not count towards TIER performance.

TIER and Debt Service Coverage

TIER performance is slightly better than expectations (1.97 actual vs 1.91 budget). Our
Debt Service Coverage for 2007 is expected to be approximately $5,138,201 (Principal of
~ $2,045,583 & Interest of ~ $3,092,618)

Cash Flow and Line of Credit
We have not used our line of credit since 12/6. We have $5.5MM invested before power
supply payments ($1.4MM of operating subsidy).

Capital Spending Plan

The capital spending for March was better than budget by about $332k. YTD is now
under budget by $268k. The Missisquoi Bay Bridge project provided for the majority of
the current month and year to date positive variance as the budget began to catch up with
our actual deployment. The Bridge project is expected to be on budget by late summer
and makes up the majority of the capital budget variance YTD.

Balance Sheet

Our equity ratio improved from 35% in February to 36% in March which is well ahead of
the bond holder’s 20% requirement. Qur current ratio, a measure of liquidity, improved
to 1.67 from last months 1.62.
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