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

MARCH 2008



Financial Highlights — March

Variance (K’s) YTD Variance (K’s)

March 2008 Net Income (5209) ($525)
Analysis:
¢ Operating Revenue (3135) (8715)

Overall operating revenues were 2% worse than budget in March and 4% YTD. Sold
KWH ran 5% and $299k below expectations in March and 4% and $676k YTD. Heating
degree days were slightly higher than normal for the month but were 6% below YTD
normal levels for the quarter. Revenues per KWH were 1% below budget for March &
YTD resulting in negative variances to budget of $64k in March and $114k YTD.
Revenues were impacted by unbilled revenues in March that were $232k better than
budget expectations and $92k better YTD.

¢ Purchased Power Costs $107 - 8575
Power costs were 3% lower than plan in March and are 5% lower YTD. Purchases were
4% and $169k less than expected in March and 5% and $522k YTD less as a result of
lower sales. Additionally, our overall costs/KWH was 2% and $52k higher than budget
in March but is 1% and 78k lower YTD.

s Transmission Costs ($52) (586)
Costs for Velco transmision (Intrastate costs) were higher than plan by $18k in current
month and $78k YTD. NEPOOL OATT services (New England costs) were higher than
budget by $11k in March and $43k YTD. The reversal of last months transmission
estimate with actual invoices resulted in a current month negative variance of $57k.
Transmission trimming was $25k lower than expected in March and is $27k below YTD.

o Distribution Operations/Mice ($153) (8224)

In March we experienced a significant ice storm that impacted our members with outages
from 3/8 to 3/10. The storm resulted in a negative variance of $181k in current month
and YTD. Overhead and substation maintenance has been more significant than
anticipated resulting in negative variances to budget of $94k YTD (current month was
under budget by $8k). On the positive side, mapping is under budget by $11k in March
and $45k YTD for a sale to Comcast for our mapping pole coordinates in the Islands plus
mapping project is ahead of schedule.

e Customer Accounts $12 (823)
Delays related to the implementation of AMR substation rollout have resulted in higher
contracting and labor costs for meter reading of $3k in March and $31k YTD. A/R
collection results have been less than planned by $5k in March and $10k YTD. Customer
care & SQRP administration were better than budget in March by $5k but are over
budget YTD by $20k. Labor savings have been recognized on member support related to
commercial care of $17k in March and $37k YTD.



- o Administrative & General (358) ($122)

Outside services (general matters) and Business Process Review Audit (legal) were used
more significantly than planned by $18k in March and $55k YTD. Office expenses are
higher than budget from IT support and timing of annual bank fees for letters of credit by
$10k in March & 9k YTD. Costs for the annual meeting began in March ahead of
schedule resulting in current month & YTD variances of $19k & 17k respectively, An
account for strategic planning was established to track costs resulting in a March variance
of $12k and $48k YTD.

TIER and Debt Service Coverage

We are projecting a preliminary TIER performance of 1.51 which would be below our
2008 budget expectation of 1.7. Our Debt Service Coverage for 2008 is expected to be
approximately $4,973,413 (Principal of ~ $2,083,424 & Interest of ~ $2,889,989)

Cash Flow and Line of Credit
In March, we used up to $2.3mm on our line of credit with 22 days on our line of credit.
For April we used up to $2.8mm and were on the line of credit for 29 days.

Capital Spending Plan

The capital spending plan was under budget by $26k in March but is over budget
by $762k YTD. As a result of mild weather we were able to work on a number of
projects at levels beyond our expectations in the first quarter (see heating degree days
above). In addition, the levels of construction for the months outside of our construction
period were estimated too low and we expect much of the current variances to be made
up once construction season begins and the planned budget dollars begin to normalize
with spending. AB Chance Cutout Replacements and Ordinary Replacements were both
higher than budget expectations by $51k in March and $159k YTD. The variances with
these replacements are expected to continue and we will have to perform better in other
areas of the budget to compensate for this. The member generation projects (including
contributions) were less than planned through the first quarter including a project that
was discontinued resulting in an unfavorable net variance of $92k in March and $133k
YTD. Line changes and pole replacements all were greater in spending than expected
resulting in negative budget variances of $2k in March and $225k YTD. At this time it is
expected that these projects will be on budget at year end. Two significant projects,
Highgate Springs Voltage conversion and the H15 Breaker in Irasburg, are both ahead of
their planned schedule and contributed to an YTD variance of $129k but will both be on
budget by year end. Lastly, transformer procurement was largely expected during the
period April — October. However, a number of transformers were received early this year
as lead times were better than expected resulting in a March variance of $45k and $303k
YTD. On the positive side, AMI Meters & Devices and Communication, Software,
Radios & IT projects were less than planned by $184k in March and $195k YTD. We
expect both of these projects to come in under budget by year end.

Balance Sheet

Our equity ratio held in March at 37%. Our current ratio, a measure of liquidity, declined
to 1.16 from last months 1.19.
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