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

JUNE 2008



Financial Highlights — June

Variance {(K’s) YTD Variance (K’s)

June 2008 Net Income (5282) ($522)
Analysis:
s Operating Revenue (5129) ($1,476)

Overall operating revenues were 3% worse than budget in June and 4% YTD. Sold
KWH ran 4% and $181k below expectations in June and 4% and $1,473k YTD. Overall
heating and cooling degree days are 8% below YTD normal levels. Revenues per KWH
were 1% and $35k better than budget for June but are .3% and $91k below projections
YTD. Miscellaneous service charges were better than budget by $18k in June and are
$36k better YTD. Revenues were impacted by unbilled revenues in June that were $4k
worse than budget but are $74k better YTD.

e Purchased Power Costs $462 81,711
Power costs were 14% lower than plan in June and are 9% lower YTD. Purchases were
9% and $288k less than expected in June and 5% and $1,016k YTD less as a result of
lower sales. Additionally, our overall costs/KWH were 6% and $174k lower than budget
in June and is 4% and 694k lower YTD. Approximately $200k of the reduction in
costs/KWH in June is related to congestion in NY and will be applied in July.

¢ Transmission Costs $12 ($36)
Costs for Velco transmission (Intrastate costs) were $34k over budget in June and $106k
over YTD. NEPOOL OATT services (New England costs) were better than plan by $40k
in June and are $12k better than budget YTD. Transmission trimming was $5k lower
than expected in June and is $61k lower YTD.

+ Distribution Operations/Mtce  (§111) (8535)

Overhead line maintenance was under budget by $120k in June largely related to an
adjustment for cutout installations ($102k) that were incorrectly charged to mtce. YTD
increased OH line mtce has resulted in a negative variance of $103k YTD. Distribution
trimming was $20k over budget for June and is $184k over YTD. Overall tnmmm%
budget (see transmission above) is $123k YTD over budget. The March 8™ and June 10'

storms resulted in a negative variance of $287k in June and $469k YTD. On the positive
side, mapping is under budget by $7k in June and $67k YTD for a sale of mapping pole
coordinates and mapping project is ahead of schedule. Substation maintenance was $9k
under budget for June and $67k better than budget YTD. This month also represented the
first month of billing Fairpoint related to our MOU on vegetative mtce resulting in a
positive variance to budget of $79K for June & YTD.

o Customer Accounts ($38) (598)
Delays related to the implementation of AMR substation rollout have resulted in higher
contracting and labor costs for meter reading of $1k in June and $46k YTD. A/R write
offs have been worse than budget by $26k in June and $71k YTD. Customer care &
SQRP administration were over budget in June by $15k and are over budget YTD by
$48k. Labor savings have been recognized on member support related to commercial
accounts of $5k in June and $67k YTD.
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¢ Administrative & General (563) (5181)

Outside services and BPRA (legal) resulted in negative variances of $11k in June and
$64k YTD primarily from the Stowe project. Office Expenses were over budget by $3k
in June and $14k YTD largely related to IT support. An error in budgeting A&G payroll
for June created a negative variance of $25k and YTD is now off budget by $33k YTD.
Regulatory related expenses were $12k over budget in June and $26k YTD primarily
related to the State of Vt (DPS) Automated Meter Information study and system
assessment internal costs. Directors Fees & Expenses were over budget by $6k in June &
$19k YTD resulting from legal, training & VEC staff support variances. The account for
strategic planning costs resulted in a $54k negative variance YTD. The annual meeting
was less expensive than expected resulting in YTD positive variance of $19k.

» Depreciation & Amortization (5433) 52
VEC had planned to refinance our 1997 bond on May 1 resulting in a write off of the
original debt issuance costs of $440k. The timing on the refinance was delayed until June
30", The variance YTD is now consistent with the budget. We received a waiver letter
from our bond holders to exclude this cost from our TIER performance.

« Capital Spending Plan $302 $627

June capital (infrastructure investment) was significantly under budget. Several of the
monthly positive variances were a result of timing differences with delays in projects.
The delayed projects include the Rebuild and Relocation of Rte 2 in North and South
Hero, North Hero City Beach, Tafis Corners in Williston, New Regulator Installations,
Underground Rebuild and Fault Protection, Misc Reconductoring Projects, Rte 14
Rebuild, and Enosburg Tap. Collectively these projects were under budget by $284k in
Tune and $1,644k YTD. Some projects are running over budget because of changes in
priorities such as Highgate Springs Voltage Conversion, West Charleston, Fairfax &
Irasburg Substations, Cutout Replacements, and Misc Ordinary Replacements.
Collectively these projects were over budget by $210k in June and $702k YTD.
Transformer purchases were under budget for the month by $90k but are $156k over
budget YTD. Small generation projects (adjusted for contributions) were $4k better than
budget in June but are $13%k over budget YTD as the Boucher project was stopped & the
contribution received in 2007 was refunded in 2008.

TIER and Debt Service Coverage

We are projecting a preliminary TIER performance of 1.51 if we performed to budgeted
levels for the balance of the year which would be below our 2008 budget expectation of
1.7. Our Debt Service Coverage for 2008 is expected to be approximately $4,974,603
(Principal of ~ $2,083,424 & Interest of ~ $2,891,179)

Cash Flow and Line of Credit
In June, we used up to $4.5mm on our line of credit. For July, we are expecting to use up
to $4.5mm. We will likely need to term out S/T debt with a new bond by year end.

Balance Sheet

Our equity ratio declined in June to 37% largely related to the write off of financing costs
for the 1997 bond. Our current ratio, a measure of liquidity, declined to .97 from last
months .99.
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