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

JUNE 2007



Financial Highlights — June

Variance (K’s) YTD Variance (K’s)

June 2007 Net Income ($308) ($532)
Analysis:
¢ Operating Revenue (3207) ($1,267)

Overall operating revenues were 4% worse than budget in June and YTD. There are a
few factors that have negatively impacted revenue. A 7.15% increase was approved after
the budget was completed (budget assumed 8.33%). This difference represents about
$57k in June and $380k YTD. Secondly, Sold KWH ran 4.5% and $231k below
expectations in June and 2.9% and $972k lower YTD. Lasily, the mix of sales has
resulted in lower revenues/KWH of about 1.4% or an additional unfavorable variance of
$10k for June and $475k YTD. Revenues were positively impacted by unbilled revenues
in June that were $91k better than budget and $520k YTD.

» Purchased Power Costs $195 5994
Power costs were better than plan as a result of June purchases 3.5% less than expected
for $115k, with YTD 2.7% less than expected for $575k. Additionally, our overall
costs/K WH finished better than budget by 1.4% for a $43k improvement to budget for
June and 1.8% and $371k YTD.

¢ Transmission Costs 350 $240
Transmission costs have been better than budget ($16k in June and $244k YTD) as a
result of FERC reducing return on equity, VEC’s peak now less costly, and the Velco real
estate taxes better than expected because of delays in construction. Transmission tree
trimming was $38k lower than budget in the current month and is now $5k lower YTD.

* Distribution Operations/Mtce (3455) ($1,009)
Distribution tree trimming was over budget by $463k for June and $565k YTD. June’s
variance on trimming was significant since we pulled the trimming subsidy in April
ahead of the June budget plan. We have spent about $1,269k YTD on all trimming. We
will be reducing trimming down to about $26k/month to meet our target of $1,424,000
for 2007. As aresult of the Richford incident we conducted an investigation and the cost
in June was $1k with $120k YTD which was not budgeted. The April 16" major storm
cost VEC $186k and was not planned as part of the budget process. We are in the
process of pursuing FEMA for Lamoille and Essex counties. If successfill we would
receive approximately $63k in FEMA money. Finally, overhead and substation

maintenance has been more significant than anticipated resulting in negative variances to
budget of 156k YTD.

» Customer Accounts (314) (369)
Delays related to the implementation of AMR substation rollout have resulted in higher
contracting and labor costs for meter reading than expected resulting in a June variance of
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$12k and $43k YTD. Major account representation and PR support has been higher than
anticipated resulting in a $27k YTD variance to budget.

* Administrative & General 356 $298

A&G expenses were under budget for two items that were included in the settlement of
the 2007 rate case. The IRP was $34k under budget in June and $202k YTD as external
costs of about $300k will be deferred through an accounting order. Additionally, the
savings from the rate case being settled resulted in improvement to budget of $11k in
June and $125k YTD. Additionally, A&G salaries produced a positive variance of $14k
in June and $53k YTD as a result of changes in staff, Offsetting some of these positive
variances, were the annual meeting that had a2 YTD variance of $36k. Two safety
trainings in Aprl contributed to a YTD variance of $25k. Finally, expenses related to
employee separation resulted in a negative variance of $11k in June and $34k YTD.

¢ Interest Expense 541 586
VEC’s financial performance over the past three years resulted in a 25 basis point
discount from CFC on fixed rates from CZN acquisition debt. The planned refinance to
the Farmer Mac program has positively impacted interest expense and management of
cash flow from operations has positively impacted our use of short term credit facilities.

* Non-operating Margins §9 3104
Investments coniributed positive income over budget of $31k YTD. Rent & option
payments for the School Street property have contributed positive variances of $5k in
June and $20k YTD. Asset dispositions have contributed positive income of $10k in

June and $20k YTD. Lastly, patronage capital retirements have been more than expected
by $31k YTD.

TIER and Debt Service Coverage
We are currently projecting TIER performance to be less than expectations (1.71 forecast

vs 1.91 budget). Our Debt Service Coverage for 2007 is expected to be approximately
$5,033,122 (Principal of ~ $2,045,583 & Interest of ~ $2,987,539)

Cash Flow and Line of Credit
We are expecting to use our line of credit for the first time in 2007 beginning in July.

Capital Spending Plan

The capital spending for June was significant. YTD is now over budget by $411k. The
bulk of our transformer order was received in June and resulted in a current month
variance exceeding budget of $670k, YTD the variance is $608k. By year end this is
expected to be within budget inclusive of the AMR meters. The Ethan Allen project
resulted in current month and YTD variances of $207k and $345k. We are pursuing a
number of alternatives to be compensated for the over spending,

Balance Sheet

Our equity ratio held at 36% in June. Our current ratio, a measure of liquidity, declined
to 1.31 from last months 1.48.
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