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This report contains statements that may be considered forward-looking statements within the meaning of Section 27A
of the Securities Act and Section 21E of the Securities Exchange Act of 1934. You can identify these statements by
forward-looking words such as "may," "could", "should," "would," "intend," "will," "expect,"” “forecast,” "anticipate,"
"believe," "estimate," "continue" or similar words. We intend these forward-looking statements to be covered by the
safe harbor provisions for forward-looking statements contained in the Private Securities Reform Act of 1995 and are
including this statement for purposes of complying with these safe harbor provisions. You should read statements that
contain these words carefully because they discuss the Company’s future expectations, contain projections of the
Company’s future results of operations or financial condition, or state other "forward-looking" information.

"non M’ n

"non

There may be events in the future that we are not able to predict accurately or control and that may cause actual results
to differ materially from the expectations described in forward-looking statements. Investors are cautioned that all
forward-looking statements involve risks and uncertainties, and actual results may differ materially from those
discussed in this document, including the documents incorporated by reference in this document. These differences
may be the result of various factors, including changes in general, national, regional, or local economic conditions,
changes in fuel or wholesale power supply costs, regulatory or legislative action or decisions, and other risk factors
identified from time to time in our periodic filings with the Securities and Exchange Commission.

The factors referred to above include many, but not all, of the factors that could impact the Company’s ability to
achieve the results described in any forward-looking statements. You should not place undue reliance on
forward-looking statements. You should be aware that the occurrence of the events described above and elsewhere in
this document, including the documents incorporated by reference, could harm the Company’s business, prospects,
operating results or financial condition. We do not undertake any obligation to update any forward-looking statements
as a result of future events or developments.

AVAILABLE INFORMATION

Our Internet website address is: www.greenmountainpower.biz. We make available free of charge through the website
our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form §-K and amendments to
those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as
amended, as soon as reasonably practicable after such documents are electronically filed with, or furnished to, the
SEC. The information on our website is not, and shall not be deemed to be, a part of this report or incorporated into
any other filings we make with the SEC.
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PART I - FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

GREEN MOUNTAIN POWER
CORPORATION Unaudited
Consolidated Comparative
Income Statements Three Months Ended Nine Months Ended
September 30 September 30

2006 2005 2006 2005
Operating revenues (In thousands)
Retail Revenues $ 54,615 $ 57,584 $ 160,242 $ 162,874
Wholesale Revenues 6,818 6,740 21,547 14,586
Total operating revenues 61,433 64,324 181,789 177,460
Operating expenses
Power Supply
Vermont Yankee Nuclear Power
Corporation 11,184 8,375 31,417 25,837
Company-owned generation 2,752 1,905 5,488 4,336
Purchases from others 22,199 30,125 69,094 77,739
Other operating 8,876 6,968 22,184 17,124
Transmission 2,995 4,077 12,647 12,707
Maintenance 2,664 2,842 7,980 7,871
Depreciation and amortization 3,577 3,770 10,794 11,299
Taxes other than income 1,674 1,530 5,063 4914
Income taxes 1,460 893 4,842 3,826
Total operating expenses 57,381 60,485 169,509 165,653
Operating income 4,052 3,839 12,280 11,807
Other income
Equity in earnings of affiliates and
non-utility operations 527 360 1,396 1,201
Allowance for equity funds used
during construction 32 8 74 22
Other income (deductions), net 134 3 53 (70)
Total other income 693 371 1,523 1,153
Interest charges
Long-term debt 1,753 1,633 5,020 4,901
Other interest 175 57 424 173
Allowance for borrowed funds
used during construction (14) (@)) (34) (14)
Total interest charges 1,914 1,686 5,410 5,060
Income from continuing
operations 2,831 2,524 8,393 7,900
Income (Loss) from discontinued
operations, net 53 18 129 2
Net income applicable to
common stock $ 2,884 $ 2,542 $ 8,522 $ 7,902
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Consolidated Statements of
Comprehensive Income

Net income

Other comprehensive income, net
of tax

Comprehensive income

Basic earnings per share

Diluted earnings per share

Cash dividends declared per share
Weighted average common shares
outstanding-basic

Weighted average common shares
outstanding-diluted

@ LH L

Unaudited
Three Months Ended Nine Months Ended
September 30 September 30
2006 2005 2006 2005
(In thousands, except per share data)
2,884 $ 2,542 $ 8,522 $ 7,902
2,884 $ 2,542 $ 8,522 $ 7,902
0.55 $ 0.49 $ 1.62 $ 1.52
0.54 $ 0.48 $ 1.60 $ 1.50
0.28 $ 0.25 $ 0.84 $ 0.75
5,280 5,208 5,261 5,185
5,362 5,301 5,338 5,284

The accompanying notes are an integral part of these consolidated financial statements.




Edgar Filing: GREEN MOUNTAIN POWER CORP - Form 10-Q

GREEN MOUNTAIN POWER CORPORATION
Consolidated Statements of Cash Flows

Operating Activities:

Income from continuing operations

Adjustments to reconcile net income to net cash
provided by operating activities:

Depreciation and amortization

Dividends from associated companies

Equity in undistributed earnings of associated companies
Allowance for funds used during construction
Amortization of deferred purchased power costs

Deferred income tax expense, net of investment tax credit amortization

Deferred purchased power costs

Deferred revenues

Environmental and conservation deferrals, net
Share-based compensation

Changes in:

Accounts receivable and accrued utility revenues
Prepayments, fuel and other current assets
Accounts payable and other current liabilities
Accrued income taxes payable and receivable
Other

Net cash provided by continuing operations
Operating cash flows from discontinued operations
Net cash provided by operating activities

Investing Activities:

Construction expenditures
(Restriction)release of cash for renewable energy investments
Investment in associated companies

Return of capital from associated companies
Investment in nonutility property

Net cash used in investing activities
Financing Activities:

Payments on capital lease

Issuance of common stock

Proceeds from long term debt

Short-term debt

Cash dividends

Net cash used in financing activities
Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Unaudited

For the Nine Months Ended

September 30

2006

(In thousands)

8,393

10,794
869
(1,215)
(108)
1,533
183
4,714)
3,288
(738)
1,479

(2,514)
(2,717)
1,061
(6,395)
(1,451)
7,748

129
7,877

(12,424)
177)
(15,823)
257
(119)
(28,286)

(63)
454
11,000
8,002

(4,428)

14,965
(5,443)

6,500

1,057

$

$

2005

7,900

11,299
916
(1,107)
(36)
1,841
(1,175)
(2,023)
1,284
(13)
780

(1,390)
686
285

1,012
(1,140)
19,119

2
19,121

(12,121)
(969)
166
(156)
(13,080)

946

(3,000)
(3,898)

(5,952)
89

1,720

1,809
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Supplemental Disclosure of Cash Flow Information:
Cash paid year-to-date for:

Interest $ 4,602
Income taxes 7,936
Non-cash construction additions 750

The accompanying notes are an integral part of these consolidated
financial statements.

4,362
3,073
567
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GREEN MOUNTAIN POWER CORPORATION

Consolidated Balance Sheets

ASSETS

Utility plant

Utility plant, at original cost
Less accumulated depreciation

Utility plant, net of accumulated depreciation

Property under capital lease
Construction work in progress

Total utility plant, net

Other investments

Associated companies, at equity
Other investments

Total other investments

Current assets

Cash and cash equivalents

Accounts receivable, less allowance for
doubtful accounts of $378 and $484
Accrued utility revenues

Fuel, materials and supplies, average cost
Power supply derivative asset

Power supply regulatory asset
Prepayments and other current assets
Income tax receivable

Total current assets

Deferred charges

Demand side management programs
Purchased power costs

Pine Street Barge Canal

Power supply regulatory asset

Other regulatory assets

Other deferred charges

Total deferred charges

Non-utility

Property and equipment
Other assets

Total non-utility assets
Total assets

The accompanying notes are an integral part of these consolidated

financial statements.

Unaudited
At At
September 30, December 31,
2006 2005
(In thousands)

$ 355,226 $ 347,947
130,727 122,924
224,499 225,023
4,369 4,369
11,331 7,519
240,199 236,911
26,160 10,036
10,611 10,627
36,771 20,663
1,057 6,500
23,393 19,594
6,006 7,291
6,486 6,360
1,994 15,342
4,883 7,791
4,025 1,434
1,849 -
49,693 64,312
4,741 5,835
5,000 1,812
13,344 12,861
18,125 22,344
6,180 5,809
4,589 3,068
51,979 51,729
- 246
291 407
291 653
$ 378,933 $ 374,268
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GREEN MOUNTAIN POWER CORPORATION

Consolidated Balance Sheets

CAPITALIZATION AND LIABILITIES
Capitalization

Common stock, $3.33 1/3 par value,
authorized 10,000,000 shares (issued
6,117,400 and 6,060,962)

Additional paid-in capital

Retained earnings

Accumulated other comprehensive income
Treasury stock, at cost (827,639 shares)
Total common stock equity

Long-term debt, less current maturities
Total capitalization

Capital lease obligation

Current liabilities

Current portion of long term debt
Short-term debt

Accounts payable, trade and accrued liabilities
Accounts payable to associated companies
Accrued taxes

Power supply derivative liability

Power supply regulatory liability
Customer deposits

Interest accrued

Other

Total current liabilities

Deferred credits

Power supply derivative liability
Accumulated deferred income taxes
Unamortized investment tax credits

Pine Street Barge Canal cleanup liability
Accumulated cost of removal

Deferred compensation

Other regulatory liabilities

Other deferred liabilities

Total deferred credits

COMMITMENTS AND CONTINGENCIES, Note 3

Non-utility

Net liabilities of discontinued segment
Total non-utility liabilities

Total capitalization and liabilities

The accompanying notes are an integral part of these consolidated

financial statements.

Unaudited
At At
September 30, December 31,
2006 2005

(In thousands except share data)

$ 20,391
82,400
39,958
(3,263)
(16,701)
122,785
90,000
212,785
3,881

14,000
8,002
8,966
6,530
1,058
4,883
1,994

954
1,907
2,645

50,939

18,125
28,487
2,068
5,694
21,475
10,055
10,516
12,369
108,789

2,539
2,539
$ 378,933

$

20,203
81,271
35,864
(3,263)
(16,701)
117,374
79,000
196,374
3,944

14,000

14,196
1,483
5,603
7,791

15,342
1,052
1,137
2,552

63,156

22,344
28,092
2,280
6,096
21,105
8,213
6,513
13,777
108,420

2,374
2,374
374,268

10
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Unaudited
Consolidated Statements of
Retained Earnings Three Months Ended Nine Months Ended
September 30 September 30
2006 2005 2006 2005
(In thousands)
Balance - beginning of period $ 38,555 $ 32,657 $ 35,864 $ 29,889
Net Income 2,884 2,542 8,522 7,902
Cash Dividends-common stock (1,481) (1,306) (4,428) (3,898)
Balance - end of period $ 39,958 $ 33,893 $ 39,958 $ 33,893

The accompanying notes are an integral part of these consolidated financial statements.

12
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ITEM 1. NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

1. SIGNIFICANT ACCOUNTING POLICIES

It is our opinion that the financial information contained in this report reflects all normal, recurring adjustments
necessary to present a fair statement of results for the periods reported, but such results are not necessarily indicative
of results to be expected for the year due to the seasonal nature of our business and include other adjustments
discussed elsewhere in this report necessary to reflect fairly the results of the interim periods. Certain information and
footnote disclosures normally included in financial statements prepared in accordance with accounting principles
generally accepted in the United States of America have been condensed or omitted in this Form 10-Q pursuant to the
rules and regulations of the Securities and Exchange Commission. However, the disclosures herein, when read with
the Green Mountain Power Corporation (the "Company" or "GMP") annual report for 2005 filed on Form 10-K, are
adequate to make the information presented not misleading. The preparation of financial statements in conformity
with generally accepted accounting principles requires the use of estimates and assumptions that affect assets and
liabilities, and revenues and expenses. Actual results could differ from such estimates.

Regulatory Accounting

The Company's utility operations, including accounting records, rates, operations and certain other practices of its
electric utility business, are subject to the regulatory authority of the Federal Energy Regulatory Commission
("FERC") and the Vermont Public Service Board ("VPSB"). The Vermont Department of Public Service ("DPS" or
the "Department") is the public advocate for utility customers.

The accompanying consolidated financial statements conform to accounting principles generally accepted in the
United States of America applicable to rate-regulated enterprises in accordance with Statement of Financial
Accounting Standards No. 71 ("SFAS 71"), "Accounting for Certain Types of Regulation." Under SFAS 71, the
Company accounts for certain transactions in accordance with permitted regulatory treatment. As such, regulators may
permit incurred costs or benefits, typically treated as expenses or income by unregulated entities, to be deferred and
expensed or benefited in future periods. Costs are deferred as regulatory assets when the Company concludes that
future revenue will be provided to permit recovery of the previously incurred cost. Revenues may also be deferred as
regulatory liabilities that would be returned to customers by reducing future revenue requirements. The Company
analyzes evidence supporting deferral, including provisions for recovery in regulatory orders, past regulatory
precedent, other regulatory correspondence and legal representations. Management’s conclusions on the recovery of
regulatory assets represent a critical accounting estimate.

Conditions that could give rise to the discontinuance of SFAS 71 include increasing competition that restricts the
Company’s ability to recover specific costs, and a change in the manner in which rates are set by regulators from
cost-based regulation to some other form of regulation.

13
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Revenues

The VPSB sets the rates we charge our customers for their electricity. Electricity sales to customers are based on
monthly meter readings. Estimated unbilled revenues are recorded at the end of each monthly accounting period. In
order to determine unbilled revenues, the Company makes various estimates including 1) energy generated, purchased
and resold, 2) losses of energy over transmission and distribution lines, 3) kilowatt-hour usage by retail customer class
(residential, commercial and industrial), and 4) average retail customer pricing rates.

The Company recognizes revenues from sales of utility construction and other services in retail revenues. To the
extent that these revenues arise under long-term contracts, the Company records revenues and net income using the
percentage of contract completion method.

Benefit Plans

The Company sponsors several qualified and nonqualified pension plans and other post-employment benefit plans
covering current and former employees who meet certain eligibility criteria. The assumptions used to calculate the
cost and obligations associated with these plans are determined on January 1 for the upcoming year. These
assumptions are disclosed in the Company's Annual Report on Form 10-K for the fiscal year ending December 31,
2005 (the "Form 10-K"). The Company expects to contribute approximately $3.0 million to its defined benefit plans in
2006. During the nine months ended September 30, 2006, GMP contributed $2.5 million to its defined benefit plans.

For the Three Months Ended

September 30, 2006 Qualified Supplemental Post-Retirement
Pension Pension Benefit
Plan Plan Plan Total
(In thousands)
Service cost $ 319 25 % 81 425
Interest cost 531 75 250 856
Expected return on plan assets (669) 0 (250) 919)
Amortization of the transition
obligation 0 0 81 81
Amortization of prior service
cost 31 19 (62) (12)
Recognized net actuarial gain 100 12 63 175
Net periodic pension benefit
cost $ 312 131 % 163 606
For the Three Months Ended
September 30, 2005 Qualified Supplemental Post-Retirement
Pension Pension Benefit
Plan Plan Plan Total
(In thousands)
Service cost $ 221 35 % 77 333
Interest cost 515 73 267 855
Expected return on plan assets (603) 0 (236) (839)
Amortization of the transition
obligation 0 0 83 83
Amortization of prior service
cost 43 9 (59) (7)
Recognized net actuarial gain 49 6 56 111

14
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Net periodic pension benefit
cost

For the Nine Months Ended
September 30, 2006

Service cost

Interest cost

Expected return on plan assets
Amortization of the transition
obligation

Amortization of prior service
cost

Recognized net actuarial gain
Net periodic pension benefit
cost

For the Nine Months Ended
September 30, 2005

Service cost

Interest cost

Expected return on plan assets
Amortization of the transition
obligation

Amortization of prior service
cost

Recognized net actuarial gain
Net periodic pension benefit
cost

225

Qualified
Pension
Plan

957
1,593
(1,931)

0

93
300

1,012

Qualified
Pension
Plan

663
1,545
(1,809)

0

129
147

675

123 $ 188
Supplemental Post-Retirement
Pension Benefit
Plan Plan

(In thousands)

75 3 243

225 750

0 (726)

0 243

57 (186)

36 189

393 % 513

Supplemental Post-Retirement

Pension Benefit
Plan Plan

(In thousands)

105 $ 231

219 801

0 (708)

0 249

27 (1'77)

18 168

369 $ 564

536

Total
1,275
2,568

(2,657)
243

(36)
525

1,918

Total
999
2,565
2,517)
249

21)
333

1,608

15
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The Company maintains a 401(k) Savings Plan for substantially all employees. This savings plan provides for
employee contributions up to specified limits. The Company matches employee pre-tax contributions up to 4 percent,
and contributes an additional one-half percent each year made on a non-matching basis, of eligible compensation. The
additional one-half percent contribution was added effective January 2004. The Company match is immediately
vested. The Company's matching and non-matching contributions for the third quarter of 2006 and 2005 were
$132,000 and $137,000, respectively. The Company's matching and non-matching contributions for the first nine
months of 2006 and 2005 were $393,000 and $380,000, respectively.

Earnings Per Share

Basic earnings per share ("EPS") is calculated by dividing net income, by the weighted-average common shares
outstanding for the period. Diluted EPS reflects the impact of the issuance of common shares for all potential dilutive
common shares outstanding during the period, including stock options and unvested stock grants.

Reconciliation of income and shares

used in Three months ended Nine months ended
computing fully diluted earnings per

share September 30 September 30

(In thousands) 2006 2005 2006 2005

Net income applicable to common

stock $ 2,884 $ 2,542 3 8522 $ 7,902

Weighted average number of common

shares-basic 5,280 5,208 5,261 5,185
Dilutive effect of stock options 82 93 77 99
Weighted average number of common

shares-diluted 5,362 5,301 5,338 5,284

Stock-Based Compensation

During the year ended December 31, 2000, the Company granted options for 335,300 shares under its 2000 Stock
Incentive Plan exercisable over vesting schedules of between one and four years. During 2003, 2002 and 2001, the
Company granted additional options of 4,000, 80,300 and 56,450, respectively. The Company has discontinued
granting stock options.

During 2004, the Company's Board of Directors, with subsequent approval of the Company's common shareholders,
established the 2004 Stock Incentive Plan, under which 225,000 shares in the form of stock grants, options, stock
appreciation rights, restricted stock and restricted stock units, performance awards or other stock-based awards can be
granted to any employee, officer, consultant, contractor or director providing services to the Company, or its
subsidiaries. Effective January 1, 2006, the Company adopted the provisions of Statement of Financial Accounting
Standards No. 123(revised 2004), Share-Based Payment (“SFAS 123R”), using the Statement’s modified prospective
application method. Accordingly, prior periods have not been restated.

Prior to the adoption of SFAS 123R, the Company followed the prospective method of accounting for stock-based

compensation under SFAS 148, Accounting for Stock-Based Compensation, beginning January 1, 2003. Stock options
granted since January 1, 2003 have been expensed.

16
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All of the Company’s stock-based compensation is based on grants of equity instruments and no liability awards have
been granted. Unrestricted stock grants and deferred stock unit awards have been made only to employees, senior

management and directors. Unrestricted stock grants vest immediately and are recognized as compensation expense

based on the fair value of the awards at the grant date. During the nine months ended September 30, 2006 and 2005,

the Company granted 14,350 shares and 14,450 shares of unrestricted stock to employees with a weighted average

grant date fair value of $33.29 per share, and $29.87 per share, respectively.

Deferred stock unit awards are recognized as deferred compensation based on the fair value of the award at the
grant date and charged ratably to expense over the required service period for each award, which generally equals the
vesting period. Stock unit awards to senior management vest over a two-year service period, unless such senior
management is retirement eligible. Certain officer awards became retirement eligible in the third quarter of 2006. The
stock unit awards for retirement eligible senior management are then deemed vested and the applicable expense
recognized. For the three months ended September 30, 2006, $75,000 was recognized as expense for such stock unit
awards to retirement eligible officers. Stock unit awards may be deferred and earn the equivalent of dividends during
the deferral period. No modifications of existing awards occurred. All shares issued for stock awards are new shares.
Total compensation expense from all stock awards to directors, employees and senior management totaled $1.0
million and $737,000, for the three months ended September 30, 2006 and 2005, respectively, and $1.5 million and
$913,000 for the nine months ended September 30, 2006 and 2005, respectively. The summary table of stock unit
awards activity reflects all stock award compensation, but does not reflect the “retirement eligible” stock units as vested.

17
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Stock awards Total Vested Non-vested
Shares
Stock Stock Stock  Average Aggregate returned Compensation
for
income
Awards Awards Awards Grant-date Intrinsic tax cost
fair
Share units value Value withholding recognized

Outstanding at December 31,
2005 58,566 7,166 51,400 $ 27.12 $ 1,588,310 -3 =
Shares granted or dividend
equivalents earned 400 400 - 29.00 11,600 154 11,598
Vested - 17,600 (17,600) 24.10 424,160 5,455 202,092
Issued (20,540)  (20,540) - 24.13 (495,630)
Outstanding at March 31,
2006 38,426 4,626 33,800 $ 28.69 $ 1,102,442 5,609 $ 213,690
Shares granted or dividend
equivalents earned 45,770 300 45,470 28.30 1,295,291 19 232,400
Vested - 16,900 (16,900) 29.10 491,790
Issued (17,200)  (17,200) 29.10 (500,520) 4,956

Outstanding at June 30, 2006 66,996 4,626 62,370 $ 28.32 $ 1,897,327 10,584 § 446,090
Shares granted or dividend

equivalents earned 21,173 13,773 7,400 33.34 705,908 1,032,708
Vested - -

Issued (13,650)  (13,650) - 33.53 (457,753) 4,872 0
Outstanding at September

30, 2006 74,519 4,749 69,770 $ 28.77 $ 2,143,912 15,456 $ 1,478,798

Approximately $1.1 million of unrecognized share-based compensation exists at September 30, 2006, with a weighted
average accrual period of 18 months remaining. The amount capitalized as part of the cost of assets was
approximately $5,000.

A summary of stock option activity follows:

Options Weighted Aggregate Average
Total Average Intrinsic Contractual
Options Price Value Life in years

Outstanding and exercisable at

December 31, 2005 146,600 $ 1090 $ 2,586,686
Granted - -
Exercised 4,500 10.22 83,248
Forfeited - -
Outstanding and exercisable at March
31, 2006 142,100 $ 1092 $ 2,504,249 4.9
Granted
Exercised 7,400 9.78 156,317
Forfeited
134,700 $ 1098 $ 3,092,821 4.66

18
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Outstanding and exercisable at June 30,

2006

Granted

Exercised 9,600 $ 13.62 191,961

Forfeited

Outstanding and exercisable at

September 30, 2006 125,100 $ 10.78 $ 2,832,718 4.37

For the nine months ended September 30, 2006, cash received from the exercise of options totaled approximately
$249,000 and the Company recognized a reduction in income tax liability of approximately $381,000. The adoption of
SFAS 123R resulted in no incremental stock-based compensation expense and had no impact on net income, diluted
earnings per share or cash flows from operating or financing activities for this same period.

Upon consummation of the proposed merger discussed under “Mergers and Acquisitions”, all of the remaining
unexercised stock options convert to shares, and any remaining unvested stock grants immediately vest. As a result,
any unrecognized share-based compensation will be recorded in the period the merger is completed.
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The information presented below has been determined as if the Company accounted for all past employee, senior
management and director stock options under the fair value method.

Three months ended Nine months ended
Pro-forma net income September 30 September 30
(In thousands, except per share amounts) 2006 2005 2006 2005
Net income reported $ 2,884 $ 2,542 $ 8,522 $ 7,902
Pro-forma net income 2,884 2,542 8,522 7,902
Share based compensation, net of tax
included in net income 614 438 879 38
Share based compensation, net of tax not
included in net income - - - -
Earnings per share
As reported-basic $ 0.55 $ 049 $ 1.62 $ 1.52
Pro-forma basic 0.55 0.49 1.62 1.52
As reported-diluted 0.54 0.48 1.60 1.50
Pro-forma diluted 0.54 0.48 1.60 1.50

Long Term Debt and Credit Facilities

Effective June 14, 2006, the Company has a five year revolving credit facility of $30 million with Sovereign Bank and
Key Bank replacing the expiring 364-day revolving credit agreement with Bank of America, joined by Sovereign
Bank. The Sovereign/Key Bank revolving credit facility is unsecured, and allows the Company to choose any blend of
a daily variable prime rate and a fixed term LIBOR-based rate. This revolving credit facility does not include any
material adverse change or material adverse effect clauses, subsequent to the effective date, as pre-conditions for
borrowing under the facility.

On August 3, 2006, the Company closed on the first tranche of the new $30 million First Mortgage Bonds, 6.53%
Series, due August 1, 2036 and received $11 million in funds. The primary use of these funds will be to partially fund
additional capital investments by the Company in Transco. It is anticipated that the second tranche of $19 million will
close in December 2006 to repay $14 million of First Mortgage Bonds maturing in November and December 2006
and to repay short-term bank borrowings.

Unregulated Operations

The VPSB does not regulate our rental water heater program. The results of this program are included in equity in
earnings of affiliates and non-utility operations in the Other Income (Deductions) section of the Consolidated
Statements of Income.

Discontinued Operations

The Company accounts for its wholly-owned subsidiary, Northern Water Resources, Inc. ("NWR"), as a discontinued
operation. NWR's assets and liabilities consist primarily of deferred tax assets and liabilities relating to a number of
investments that the Company has discontinued, inactivated, sold in part or retains as passive minority interests.
Remaining holdings include a minority equity investment in a wind project that usually, but not always, generates tax
losses, and non-performing loans. Substantially all of NWR's investments have been written off, except for associated
deferred tax amounts, net of applicable valuation allowances.

2. INVESTMENT IN ASSOCIATED COMPANIES
We recognize net income from our affiliates (companies in which we have ownership interests) listed below based on
our percentage ownership (equity method).
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Vermont Electric Power Company, Inc. ("VELCO'")
Vermont Transco LLC (‘“Transco’)

VELCO Percent ownership: 29.2%
Transco Percent ownership: 20.1%

In June 2006, VELCO’s Board of Directors approved a plan to transfer substantially all of VELCO’s business to
Transco, a Vermont limited liability company. On June 30, 2006, VELCO’s assets were transferred to Transco in
exchange for 2.4 million Class A Membership Units and Transco’s assumption of VELCO’s debt. VELCO and its
employees will manage the operations of Transco under an operating agreement that includes the Company, Central
Vermont Public Service Corporation and most of Vermont’s electric utilities. Transco is operating under Amended and
Restated Three Party Agreements that include the Company, Central Vermont Public Service Corporation, VELCO
and Transco. VELCO has a 54.2 percent ownership interest in Transco.

On June 30, 2006, the Company invested $6.2 million in Transco. On July 31, 2006, the Company invested an
additional $300,000 in Transco made available through oversubscri