Financial Highlights — December, 2018

Variance (K’s) YTD Variance (K’s)
December Net Income (83,415) $238
Analysis:
e Operating Revenue ($537) $1,378

KWH sales in December are $194k better than budget for the month and $1,931k better YTD. The
average price/KWH sold is $26k less than budget for the month and was $534k less for the year.
Non-energy services, pole attachments, and wheeling revenues are $71k better than budget for the
month and $518k better for the year. Unbilled revenues were $358k less than budget for the month
and $334k less than budget YTD. The sale of Renewable Energy Credits is $417k less than
budget for the month and is $202k less YTD.

e Purchased Power Costs $347 $465
Purchased KWH is under budget by $34k for the month but was $886k over for the year. Our
overall costs/KWH is $313k under budget for the month and $1,351k under YTD.

e Transmission Costs ($106) $596
Transmission support for substations and supervision is $2k over budget for the month but is $26k
under YTD. Transmission by Others is $2k over budget for the month and $472k under YTD.
Maintenance for SCADA and overhead lines is $9k over budget for the month but is $9k under for
the year. Property taxes are under budget by $2k for the month but are $4k over for the year.
Transmission vegetative maintenance is $4k over budget for the month but is $93k under YTD.

e Distribution Operations/Mtce ($330) ($331)

Major Storm costs are $124k over budget for the month but are $224k under for the year.
Meter/AMI Expense is on budget for the month and $61k under YTD. Supervisory related costs
are under budget by $2k for the month and $3k under YTD. Overall Distribution Maintenance costs
are $89k under budget for the month and $420k under YTD. Miscellaneous Distribution and
Customer Installation expenses are on budget for the month and are $58k over YTD. Distribution
vegetative maintenance program spending is over budget by $296k for the month $981k over YTD.
The overall vegetative maintenance program (transmission + distribution) is $300k over budget for
the month and $888k over for the year.

e Customer Accounts $59 $231
Meter Reading & Disconnect Services are $12k under budget for the month and $88k under YTD.
Member serv1ce admlnlstratlon is $3k over budget for the month but is $30k under YTD.

Capltal expenses are $1k under budget for the month and is $2k under budget YTD
Communications and SQRP Costs are $5k over budget for the month but is $8k under for the year.



e Administrative & General ($43) $17

Regulatory related expense is $18k over budget for the month and is $58k over YTD. Payroll and
Benefits are $9k over budget for the month but is $124k under YTD. Outside Services is $11k over
budget for the month and $50k over YTD. Director Expenses are $2k under budget for the month
and $56k under YTD. Internal costs incurred for TIER 3 Projects are $15k over budget for the
month and is $31k over YID. Expenses for Coop-life, Business Development, Dues, Annual &
Employee Meeting expenses are $19k under budget for the month and are $55k under YTD. Office
related expenses are $3k over budget for the month and $18k over YTD. Safety and Facility related
expenses are over budget by $7k for the month and $59k over YTD.

e Total Depreciation & Other Exp ($2,871) (52,802)
Depreciation expense is $12k under budget for the month and $73k under YTD. Interest expense is
$13k under budget for the month and $31k under YTD. Gross Receipt & Revenue Taxes are $2k
under budget for the month but is $14k over YTD. Other Expenses are $2,898k over budget for the
month and $2,891k over YTD related to a transformer audit adjustment.

e Total Non-Operating Margins ($24) $682
Capital Credits from CFC, CoBank and NISC are on budget for the month but is $249k better YTD.
Interest and Dividend Income is $68k better than budget for the month and is $446k better YTD.
Miscellaneous Jobbing Revenue and other expenses are $9k over budget for the month but is $71k
better for the year. Gain/Loss on Disposition of Property is $83k worse than budget for the month
and $84k lower for the year.

e Capital Spending Plan ($1,737) $132
Transformers and increased capacity are over budget by $15k for the month and is $66k over for the
year. Line projects, Reconductoring and Ordinary Replacements are $457k over budget for the
month and are $99k over YTD. Pole Replacements are $50k over budget for the month and is
$266k over YTD. The Battery Storage project is over budget by $22k for the month but is $52k
under YTD. New Services and Construction are $31k under budget for the month and is $342k
under for the year. Facilities, Fleet and IT projects are $1,185k over budget for the month and is
$422k over for the year. Substation projects are $66k over budget for the month but are $587k
under for the year. Security lights are $17k under budget for the month but are $37k over YTD.
Meters and AMI are $4k under budget for the month and $70k under for the year. Tools are on
budget for the month but are $92k over YTD. TIER 3 CAP Projects are under budget by $8k for
the month and is $64k under for the year.

TIER and Debt Service Coverage
We finished with a TIER of 2.10 exceeding our approved budgeted TIER of 2.08. Our Debt
Service payments for 2018 were $7.9 million.

Cash Flow and Line of Credit
In December, we used up to a peak of $4.9M on our line of credit on December 28" The January

high for the line of credit was $5.25M on January nd,

> i
Balance Sheet
Our equity ratio in December finished at 43.5% down from November at 45.3%. Our current ratio,
a measure of liquidity, is .85, down from November at 1.05 VEC’s FFO ratio for 2018 YTD
(“Funds from Operations/Capital Expenditures Ratio”; Target of 80% desirable) is 1.52, down from
November at 1.81
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