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A year that began with financial uncertainty and one of the worst storms
in Co-op history ended with signs that point to a brighter future.

Your Cooperative enjoyed a better than expected year financially in

2010. The combined effects of operational reductions undertaken in
2009, modest growth in kWh sales and an uptick in new construction
statewide contributed to a debt-to-equity ratio of 33% by the end of 2010,
approximately three percent higher than the year-end figure from 2009.

While paying down debt and reducing expenses, NHEC was able to hold
rates steady throughout the year. Energy prices continued to fluctuate,
but the rates charged by NHEC never varied more than two one-
thousandths of a cent per kWh in 2010.

February saw a powerful wind storm wreak havoc on Co-op service
territory. At the height of the storm, nearly 50,000 members (more
than half the membership) were without power. Using lessons learned
during the 2008 Ice Storm and help from three states, NHEC was able
to restore service to all members within seven days. And thanks to 75%
reimbursement from the Federal Emergency Management Agency, the
financial impact of the storm was greatly mitigated.

After receiving word in late 2009 that NHEC would receive a $15.8 million
grant from the Department of Energy, much of 2010 was spent planning
and creating an advanced metering and communications system that

will wirelessly link nearly all electric meters throughout Co-op service
territory. When the project is complete in 2012, nearly all Co-op meters
will have the ability to send and receive usage information via a network
of radio frequency, microwave and fiber optic communications. Instead of
a meter reader visiting your property to record your past month’s usage,
your meter will be transmitting readings daily to NHEC headquarters in
Plymouth. Not only will this result in a number of operational efficiencies,
it will provide you with a wealth of information and new programs that,
should you choose, can help you better understand and manage your
energy use. The advanced metering project will be hitting high gear in
2011 with the first meters scheduled to be installed during the summer.
We encourage you to learn more about the project at www.nhec.coop.

Your Cooperative made significant investments in system reliability
during 2010, including the commissioning of a new substation on
Moultonborough Neck. The new facility was built to relieve heavy loading
on the nearby Center Harbor substation, which was operating at capacity
during the busy summer months in New Hampshire’s Lakes Region. With
help from a federal grant, NHEC took delivery of its first hybrid bucket
truck in 2010. The newest addition to the fleet is also its most energy-
efficient, thanks to an electric motor that powers the aerial boom. The
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result — less idling on the job site, less noise and a 93% reduction in
carbon dioxide emissions.

Member service took a big step forward in 2010 with the launch of E-Bill,
NHEC’s new electronic payment and account management tool. For the
first time, members can see real-time posting of payments with balances
updated immediately. Other features include e-mail notifications when
new bills are generated and the ability to opt out of receiving a paper bill.
E-Bill also provides access to graphs that chart monthly electric usage,
payment history and historical billing information. 2010 also marked

the launch of the Co-op Renewable Choice program. For as little as
three dollars per month, NHEC’s first-ever “green power” option allows
members to purchase Renewable Energy Credits, which help support
the production of renewable energy right here in New England. More
than 220 members have already made the green choice. If you'd like to
contribute, please enroll online at www.nhec.coop/renewable_choice.

More than 20,000 members took advantage of NHEC’s Energy Solutions
programs in 2010, making energy efficiency improvements that will
result in a combined lifetime savings of 29 million kilowatt hours of
electricity. To make these programs more accessible to all members
regardless of income, NHEC also created a zero-interest revolving loan
fund to cover the co-pay obligations required by some programs.

The NHEC Foundation marked its fifth anniversary of supporting non-
profits and educational programs throughout Co-op service territory

in 2010. Thanks to the generosity of Co-op members who fund the
Foundation through the Round-Up Program, more than $1.4 million has
been given back to the organizations that contribute to the quality of life
we so treasure here in New Hampshire. On behalf of the Foundation and
the Cooperative, we thank you for your support.

Fred Anderson, President/CEQ Earl Hansen, Board Chair
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ASSETS

Current Assets
Cash & Cash Equivalents
Special Deposits
Receivables from Members — Energy Sales
Other Receivables
Material & Supplies Inventory
Prepayment & Other Current Assets

Total Current Assets
Utility Plant
Less: Depreciation
Net Utility Plant
Other Assets

Non-Utility Property
Investments in Assoc. Organizations
Total Other Assets

Deferred Debits
Total Assets

LIABILITIES & EQUITY
Current Liabilities
Line of Credit
Accounts Payable
Accrued Liabilities
Member Deposits
Current Portion of Long-Term Liabilities
Total Current Liabilities

Long-Term Obligations
Deferred Credits

Member Equity

Total Liabilities & Equity

R

2010 2009
($000) ($000)
$76 $1,273
1,103 1,102
13,110 12,276
1,288 1,271
2,125 1,823
1,068 965
18,770 18,710
282,575 274,264
(124,070) (116,714)
158,505 157,550
318 171
11,796 11,603
12,114 11,774
15,933 27,375
$205,322 $215,409
$1,160 $2,653
6,697 7,230
2,544 3,147
1,324 1,064
15,885 16,682

27,610

96,414

13,043

68,255

30,776

107,581

17,622

59,430

$205,322

$215,409

Revenue
Operating Revenues

Expenses
Cost of Power & Transmission
Operation & Maintenance
Customer, Admin. & General
Sales
Depreciation
Amortization
Interest Expense & Other Ded.
Taxes
Total Operating Expenses

Operating Margins
Non-Operating Margins
Interest Income & Patronage
Other
Total Non-Operating Margins

Net Margins

2010 2009
($000) ($000)
$130,023 $130,183
70,070 72,142
8,076 7,927
15,627 15,410
1,219 1,485
9,268 9,349
8,787 9,529
4,972 5,075
4,223 4,180
122,242 125,097
7,781 5,086
872 783
172 414
1,044 1,197
$8,825  $6,283

Expenses by Category - 2010

Interest Expense
& Other Deductions
4.1%

Depreciation
& Amortization
14.8%

Customer,

‘Admin; & General
13!

Taxes
3.5%
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In the midst of an unsettled economy with the job market struggling
to gain traction, housing sales in limbo, and politics in a divisive state,
2010 turned out to be a good year for New Hampshire Electric Co-op.
Kilowatt-hour sales rebounded following a two year downward trend.
The most encouraging and significant increases were in the Industrial
category. This could be an indication that business activity is starting

to recover in Co-op service territory. Sales to ski areas were at their
highest level since 2007.

Electricity consumption by residential Co-op members leveled off in
2010, holding at the same level as 2009 after four consecutive years
of decline. Certainly weather conditions factor into this but surprisingly
it was the warmth of the summer months more so than the cold winter
temperatures that had the greatest impact.

Anticipating a continuation of declining revenues and upward
pressures on operating costs, the Co-op instituted cost containment
measures and a tight budget which resulted in operating expenses
lower than they were in 2008 and 2007. These measures contributed
greatly to the favorable bottom line. They also enabled the Co-op

to continue to pay down debt, which in addition to reducing interest
costs, makes the Co-op a stronger entity. Over the last 10 years long-
term debt has been cut in half.

Going forward the Co-op plans to continue making operational
efficiency improvements wherever possible. Operating costs for 2010

Operating Revenue - 2010
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were at their lowest level in the last four years. In a capital-intensive
industry with high fixed costs and a significant portion of market-
driven costs, this is no small accomplishment. As the Co-op’s equity
position gets stronger, the day when members start to see patronage
capital checks draws ever closer. No longer will it be words on paper
but a reality in which the true sense of cooperative membership

will be fulfilled. Achieving and maintaining financial strength also
affords opportunities to invest in highly efficient technologies such as
Advanced Metering Infrastructure (AMI). In 2010 the Co-op, after an
extensive review, selected a vendor to begin installation of AMI meters.
The installation, to be spread over the next 18-24 months, will mean
a more efficient use of resources and a faster response to members’
critical needs. This is a major undertaking but the long-term benefits
are substantial while the Department of Energy grant covers a large
share of the cost.

The staff at NHEC is excited about the future at the Co-op and looks
forward to offering superior service to its members.

Ko e ®

David C. Talbot, Treasurer
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The annual audit of New Hampshire Electric Cooperative’s records was
“made by Berry, Dunn, McNeil & Parker, 100 Middle Street, Portland,
ME 04104-1100 and reviewed by the Audit Committee of the Board
., of Directors of New Hampshire Electric Cooperative. Copies of the
' complete report are available at New Hampshire Electric Cooperative’s
' f{eadquaﬂers Office in P]yméuth, NH, or online at www.nhec.coop.
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