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

DECEMBER 2008



Financial Highlights — December

Variance (K's) YTD Variance (K’s)

December 2008 Net Income $611 ($219)
Analysis:
s Operating Revenue (5274) ($3,168)

Operating revenues finished 5% below budget for December and YTD. Sold KWH ran
4% and $200k below expectations in December and 5% and $3,327k YTD. Overall
heating and cooling degree days were normal in December but were 6% YTD below
normal levels. The average price/KWH realized in December negatively impacted
revenues by $67k but has positively impacted revenues YTD by $47k. Transmission
services were lower than plan by $10k in December but are better by $38k YTD.
Unbilled revenues finished better than budget by $75k YTD.

e Purchased Power Costs 5410 $3,388
Power costs were 11% lower than plan in December and are 8% lower YTD. Purchases
were 2% and $82k lower than expected in December and are 5% and $2,127k YTD less
as a result of lower sales. Additionally, our overall costs/KWH was 9% and $328k better
than budget in December and was 3% and $1,261k lower YTD.

* Transmission Costs ($372) ($1,047)

Velco transmission (Intrastate costs) were $193k over budget in December and $652k
over YTD. NEPOOL OATT services (New England costs) were over budget by $94k in
December and are $359k over YID. A CZN transmission line sold to VELCO but used
by VEC was over budget by $19k in December but is $86k better YTD. Transmission
trimming was $30k higher than expected in December and is $72k higher YTD. SCADA
service charges from Velco were charged in December causing a timing variance of $35k
and the charges were also $15k higher than our budgeted expectations for the year.

s Distribution Operations/Mtce 346 ($137)

Overhead line maintenance was over budget by $26k in December but finished $22k
under budget YTD. Distribution trimming was $49k under budget for December and
$46k under YTD. Overall trimminf budget (see transmission above) finished $26k over
budget. The March 8", June 10% & July 18" major storms resulted in a negative
performance to budget of $698k inclusive of a partial FEMA reimbursement of the July
18" storm. Mapping is under budget by $12k in December and $107k YTD from sale of
mapping pole coordinates and mapping project ahead of schedule. Delays related to AMI
resulted in positive variances to budget of $14k in December and $72k YTD. A timing
variance on field survey work not yet performed created a one-time negative variance in
December of $42k. However, field surveys completed have resulted in a positive
variance of $23k YTD. Fairpoint vegetative mtce billing has resulted in a positive
variance to budget of $50k in December and $294k YTD.

e Customer Accounts (519) ($137)
Delays related to the implementation of AMI substation rollout plan have resulted in
higher contracting and labor costs for meter reading of $18k in December and $117k
YTD. A/R write offs have been worse than budget by $22k in December and $123k
T hy
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YTD. SQRP administration was over budget by $1k in December and $45k over YTD
from service guarantee payouts & MIP. Labor savings have been recognized on member
support related to commercial accounts of $17k in December and $160k YTD.

»  Administrative & General (34) ($137)
Outside services are over budget by $6k in December and $78k YTD primarily from the
Stowe project & Vermont Yankee relicensing. The account for strategic planning costs
resulted in a $55k negative variance YTD. The employee communications plan, that
included the October reireat, resulted in a negative variance in December of $2k and
$58k YTD. On the positive side, our annual meeting was $17k under budget YTD.
Facility maintenance costs were $34k under budget YTD.

e Non-Operating Margins $819 '$916
In December, VEC used a $500k operating subsidy reserve from the CZN acquisition to
improve earnings. The reserve was to be used to maintain TIER requirements and was
necessary creating a positive variance of $500k in December & YTD. Investments in
Transco LLC resulted in positive variances of $23k in December & $94k YTD. VEC’s
storm assistance to other utilities improved earnings by $106k in December & YTD.
Lastly $175k in non-cash patronage was recorded for CFC but does not impact TIER.

e Capital Spending Plan ($647) (5474)

December capital (infrastructure investment) was higher than budget resulting in an over
spend to budget for YTD. The most significant items that negatively impacted capital
performance included failed cutouts that resulted in a negative variance of $379k YTD.
Replacement work for solely owned and joint owned poles adjusted for contributions
created negative variances of $742k YTD. Substation rebuild projects were more
significant than planned and resulted in negative variances of $526k YTD. The
cancellation of the Boucher project in 2008 resulted in a refund of contributions received
in 2007 for a 2008 YTD variance of $141k. On the positive side of variances that were
under spent, several projects came in below budget expectations including North Hero
Rte 2 Rebuild by $245k YTD, Misc Reconductoring projects by $302k YTD, the
Enosburg Tap reconductoring by $408k, the Tafts Corner Williston Project by $188k
YTD, and the North Hero City Beach Project by $154k.

TIER and Debt Service Coverage

VEC finished 2008 with a TIER of 1.56. In 2008 we used a $500k operating subsidy
created from the CZN acquisition to improve earnings. Without the subsidy our TIER
would have been 1.39. Our Debt Service Coverage for 2008 was $5,175,699,

Cash Flow and Line of Credit
In December, we used over $6.5mm on our line of credit. On December 127 we

completed a $4.5 million bond that termed out our short term line of credit balance to $0.

Balance Sheet

Our equity ratio held in December at 37%. Our current ratio, a measure of liquidity,
improved to 1.1 from last months .83
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