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PART 1
FORWARD-LOOKING STATEMENTS

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
included in 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.

”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. There are risks, uncertainties and other factors that could cause actual
results to be different from those projected. Some of the reasons that the results may be different are discussed under
Item 7, Management's Discussion and Analysis of Financial Condition and Results of Operations ("MD and A") and
in the accompanying Notes to Consolidated Financial Statements ("Notes"), all included herein.

ITEM 1. BUSINESS

THE COMPANY

Green Mountain Power Corporation (the "Company" or "GMP") is a public utility operating company that transmits,
distributes and sells electricity and utility construction services in the State of Vermont ("State" or "Vermont") in a
service territory with approximately one quarter of Vermont’s population. We serve approximately 92,000 customers.
The Company was incorporated under the laws of Vermont on April 7, 1893.

Our sources of retail and wholesale revenue for the year ended December 31, 2006 were as follows:
- 31.3 percent from residential customers;
- 31.1 percent from small commercial and industrial customers;
- 20.5 percent from large commercial and industrial customers;
- 11.1 percent from sales to other utilities; and
- 6.0 percent from other sources.

Approximately 94.3 percent of all of our revenue resulted from the sale of electricity for the period 2006 compared to
96.1 percent in 2005.

See MD and A, Item 7 below, for further information about revenues.
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During 2006, our energy resources for retail sales of electricity were obtained as follows:

- 50.8 percent from hydroelectric sources (38.4 percent Hydro Quebec, 7.8 percent Company-owned, and 4.6 percent
independent power producers);
- 47.3 percent from a nuclear generating source (the Entergy Nuclear Vermont Yankee, LLC ("ENVY") nuclear plant
described below);
- 4.3 percent from wood;
- 2.2 percent from natural gas or oil; and
- measurably no percent from wind after sales of renewable energy certificates.

The 4.6 percent excess of resources obtained was sold on a short-term basis through the wholesale market operated by
ISO New England, Inc., formerly the New England Power Pool ("NEPOOL").

In 2006, we estimate that we purchased under existing contracts or generated approximately 105 percent of our energy
resources to satisfy our retail and wholesale sales of electricity under long-term arrangements, including our contract
with Morgan Stanley Capital Group, Inc. (the "Morgan Stanley Contract") described below. The excess of supply is
sold, or in years when our demand is greater than our generation and long term contract resources, remaining retail
and wholesale sales were met, through short-term market purchases and sales and represent primarily volumetric
differences between purchase commitments and our customers' retail demand. See Note J of Notes.

A major source of the Company’s power supply is our entitlement to a share of the power generated by the 620
megawatt ("MW") nuclear generating plant owned and operated by ENVY (the "Vermont Yankee" or "VY" plant).

We have a 33.6 percent equity interest in Vermont Yankee Nuclear Power Corporation ("VYNPC"), which has a

long-term power supply contract with ENVY that entitles us to approximately 100MW to 106MW of Vermont

Yankee plant output through 2012. For further information concerning Vermont Yankee, see Power Resources -

Vermont Yankee, below.

The Company owns approximately 29.2 percent of the common stock of Vermont Electric Power Company, Inc.
("VELCO"). VELCO, through its investment in Vermont Transco LLC (“Transco”), owns the high-voltage transmission
system in Vermont. On June 30, 2006, substantially all of 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 has a 30.8 percent
ownership interest in Transco. Transco now owns and operates the transmission system in Vermont over which bulk
power is delivered to all electric utilities in the State. The Company owns approximately 21.9 percent of the
membership units of Transco. For further information concerning Transco, see Transco below.

VELCO's wholly-owned subsidiary, Vermont Electric Transmission Company, Inc. ("VETCQO"), was formed to
finance, construct and operate the Vermont portion of the 450 kV DC transmission line connecting the Province of
Quebec with Vermont and New England. For further information concerning VELCO, see VELCO below.

The Company participates in the New England regional wholesale electric power markets operated by ISO New
England, Inc. ("ISO-NE"), the regional bulk power transmission organization established to assure reliable and
economical power supply in New England. The Federal Energy Regulatory Commission ("FERC") has granted
approval to ISO-NE to become a regional transmission organization ("RTO") for New England. As a RTO, ISO-NE
provides regional transmission service in New England, with operational control of the bulk power system and
responsibility for administering wholesale markets. ISO-NE operates a market for all New England states for
purchasers and sellers of electricity in the deregulated wholesale energy markets. Sellers place bids for the sale of their
generation or purchased power resources and if demand is high enough the output from those resources is sold. We
must purchase additional electricity to meet customer demand during periods of high usage, such as warmer than
normal temperatures in summer months, to replace energy repurchased by Hydro Quebec under an agreement
negotiated in 1997 and to replace power not delivered under our contracts and entitlements due to outages,
curtailments or other events that result in reduced deliveries.
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Our principal service territory is an area roughly 25 miles in width extending 90 miles across north central Vermont
between Lake Champlain on the west and the Connecticut River on the east. Included in this territory are the cities and
towns of Montpelier, Barre, South Burlington, Vergennes, Williston, Shelburne, Colchester, and Winooski, as well as
the Village of Essex Junction and a number of smaller communities. We also distribute electricity in four separate
areas located in southern and southeastern Vermont that are interconnected with our principal service area through the
transmission lines of Transco and others. Included in these areas are the communities of Vernon (where the Vermont
Yankee nuclear plant is located), Bellows Falls, White River Junction, Wilder, Wilmington and Dover. The
Company's right to distribute electrical service in its service territory is the utility's most important asset. We supply at
wholesale a portion of the power requirements of several municipalities and cooperatives in Vermont. We are
obligated to meet the changing electrical requirements of these wholesale customers, in contrast to our obligation to
other wholesale customers, which is limited to amounts of capacity and energy established by contract.

Major business activities in our service areas include computer assembly and components manufacturing (and other
electronics manufacturing), software development, granite fabrication, service enterprises such as government,

insurance, regional retail shopping, tourism (particularly fall and winter recreation), and dairy and general farming.

Operating statistics for the past five years are presented in the following table.

GREEN MOUNTAIN
POWER CORPORATION
Operating Statistics For the years ended December 31,

2006 2005 2004 2003 2002
Net system peak in MW (1) 365.5 351.9 326.7 330.2 342.0
MWH Production and
purchases (2)
Hydro 1,038,129 879,147 777,292 838,855 901,998
Wind, net of renewable
energy credits sold 821 1,484 - 8,568 9,577
Nuclear 965,080 816,989 764,010 884,585 771,781
Conventional steam 87,993 93,258 89,622 100,402 85,910
Internal combustion 6,239 7,547 13,026 12,603 4,090
Combined cycle 38,081 22,328 32,224 68,488 81,362
Bilateral and system
purchases(3) 344,534 647,094 804,962 2,426,091 2,347,086
Total production 2,480,877 2,467,847 2,481,136 4,339,592 4,201,804
Less: non-firm sales to other
utilities 439,542 365,000 408,601 2,284,003 2,104,172
Production for firm sales 2,041,335 2,102,847 2,072,535 2,055,589 2,097,632
Less firm sales 1,966,159 2,011,568 1,973,093 1,937,376 1,951,959
Losses and company use
(MWH) 75,176 91,279 99,442 118,213 145,673
Losses as a % of total
production 3.03% 3.70% 4.01% 2.72% 3.47%
System load factor (4) 63.8% 68.2% 72.4% 71.1% 70.0%
Net Production (% of Total)
Hydro 41.8% 35.6% 31.3% 19.3% 21.5%
Wind 0.0% 0.1% 0.0% 0.2% 0.2%
Nuclear 38.9% 33.1% 30.8% 20.4% 18.3%
Conventional steam 3.5% 3.8% 3.6% 2.3% 2.0%
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Internal combustion
Combined cycle
Bilateral and system
purchases

Total

Sales (MWH)

Residential

Commercial & industrial -
small

Commercial & industrial -
large

Other

Total retail sales

Sales to Municipals &
Cooperatives (Rate W)
Total Requirements Sales
Other Sales for Resale
Total sales (MWH)
Average Number of Electric
Customers

Residential

Commercial and industrial
small

Commercial and industrial
large

Other

Total

Average Revenue Per KWH

(Cents)

Residential

Commercial & industrial -
small

Commercial & industrial -
large

Total retail

Average Use and Revenue
Per Residential Customer
KWh's

Revenues

(1) MW - Megawatt is one
thousand kilowatts.

(2) MWH - Megawatt hour
is one thousand kilowatt
hours.

$

0.3%
1.5%

13.9%

100.0%
583,228
707,031
668,522
4,143
1,962,924
3,235
1,966,159
439,542
2,405,701
77,862
13,951
27
62
91,902
12.90
10.57
7.36
10.20

7,491
966

0.3%
0.9%

26.2%

100.0%
598,606
717,451
686,260
5,935
2,008,252
3,316
2,011,568
365,000
2,376,568
76,481
13,752
27
60
90,320
13.12
10.66
7.55
10.38

7,827
1,027

(3)Includes MWh generated for renewable energy credits sold
(4) Load factor is based on net system peak and firm MWH production less off-system losses.

STATE AND FEDERAL REGULATION

0.5%
1.3%

32.5%

100.0%
580,710
698,000
684,104
7,112
1,969,926
3,166
1,973,093
408,601
2,381,694
75,507
13,515
24
62
89,108
13.15
10.63
7.44
10.32

7,691
1,012

0.3%
1.6%

56.0%

100.0%
581,047
696,598
651,709
4,986
1,934,340
3,036
1,937,376
2,284,003
4,221,379
74,693
13,344
25
65
88,127
12.98
10.40
7.41
10.22

7,779
1,010

$

0.1%
1.9%

56.0%

100.0%
553,294
695,504
689,618
9,773
1,948,189
3,770
1,951,959
2,104,172
4,056,131
73,861
13,165
29
65
87,120
12.96
10.44
7.31

10.09

7,491
971
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General. The Company is subject to the regulatory authority of the Vermont Public Service Board ("VPSB" or the
"Board"), which extends to retail rates, services and facilities, securities issues and various other matters. The separate
Vermont Department of Public Service ("DPS" or the "Department"), created by statute in 1981, acts as the public
advocate in rate and other state regulatory proceedings and is also responsible for development of energy supply plans
for the State of Vermont, purchases of power as an agent for the State and other general regulatory matters. The VPSB
principally conducts quasi-judicial proceedings, such as rate setting. The Department, through a Director for Public
Advocacy, is entitled to participate as the public advocate in such proceedings and regularly does so. Customers, or
social organizations that represent certain classes of customers, neighbors of our properties, or other persons or
entities may petition the VPSB to be granted intervener status in such proceedings.

Our rate tariffs are uniform throughout our service area. We have entered into a number of jobs incentive agreements,
providing for reduced capacity charges to large customers applicable only to new load. All such agreements must be
approved by the VPSB. See Item 7. MD and A - Results of Operations - Operating Revenues and MWh Sales.

Certain components of the businesses of the Company and Transco, including certain rates, are subject to the
jurisdiction of the FERC as follows: the Company as a licensee of hydroelectric developments under Part I of the
Federal Power Act, and the Company and Transco as interstate public utilities under Parts II and III of the Federal
Power Act, as amended and supplemented by the National Energy Act.

We provide transmission service to ten customers within the State under rates regulated by the FERC; revenues for
such services amounted to less than 1.0 percent of our operating revenues for 2006.

On July 17, 1997, the FERC approved our Open Access Transmission Tariff. Our Open Access tariff could reduce the
amount of capacity available to the Company from such facilities in the future. See Item 7. MD and A - Transmission
Expenses.

On November 26, 2004, we received from FERC an exemption from the standards of conduct requirements of FERC
Order 2004, governing separation of transmission operations.

Licensing. Pursuant to the Federal Power Act, the FERC has granted licenses for the following hydroelectric projects
we own:

Issue Date Licensed Period
Project Site:
Bolton February 5,1982 February 5,1982 - February 4, 2022
Essex March 30, 1995 March 1, 1995 - March 1, 2025
Vergennes July 30, 1999 June 1, 1999 - May 31, 2029
Waterbury July 20, 1954 expired August 31, 2001, renewal pending

Major project licenses provide that after an initial twenty-year period, a portion of the earnings of such project in
excess of a specified rate of return is to be set aside in appropriated retained earnings in compliance with FERC Order
5, issued in 1978. The amounts appropriated are not material.

The re-licensing application for Waterbury was filed in August 1999. When re-licensing proceedings are complete, we
expect the project to be re-licensed for a 30-year term. We do not have any competition for the Waterbury license.

Department of Public Service Twenty-Year Electric Plan. On January 19, 2005, the Department adopted a new
twenty-year electrical power-supply plan (the "Plan") for the State. The Plan includes an overview of statewide

9
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growth and development as they relate to future requirements for electrical energy; an assessment of available energy
resources; and estimates of future electrical energy demand.

On August 14, 2003, we filed with the VPSB and the Department an integrated resource plan pursuant to Vermont
Statute 30 V.S.A. § 218c. That filing was approved by the VPSB in December, 2003. We are required to file a new,
updated integrated resource plan on or before May 15, 2007.

RECENT RATE DEVELOPMENTS

On December 22, 2006, the VPSB approved a rate increase of 9.09%, effective January 1, 2007, and an Alternative
Regulation Plan (the “2007 Alternative Regulation Plan”) for the Company to be effective for three years beginning
February 1, 2007. The rate increase allows us to recover increases in power and transmission costs in 2007 compared
to 2006. The 2007 Alternative Regulation Plan’s principal components include a power supply adjustment mechanism
that allows the Company to adjust rates on a quarterly basis to reflect power supply cost changes in excess of
$300,000 plus 90 percent of amounts in excess of $300,000 per quarter and an earnings sharing mechanism to permit
sharing of earnings in excess of the Company's allowed return on equity and earnings shortfalls below the Company's
allowed return on equity. The earnings sharing proposal allows the Company to earn up to 75 basis points above its
allowed return on equity and to recover earnings shortfalls in excess of 100 basis points below its allowed return on
equity. Under the 2007 Alternative Regulation Plan, the Company’s allowed return on equity is 10.25 percent for 2007.
We believe the 2007 Alternative Regulation Plan creates opportunities and incentives for the Company to become
more efficient, improve customer service, decouple earnings from increased electricity sales, streamline cost recovery,
share efficiency savings with customers, increase credit quality, and reduce regulatory and borrowing costs borne by
customers.

During February 2006, we requested that the VPSB grant an accounting order to allow us to defer up to approximately
$3.7 million in incremental hurricane-related power supply expenses incurred in the first quarter of 2006, and to also
allow us to defer and amortize $1.3 million of incremental hurricane-related benefits realized in the fourth quarter of
2005 against these costs. The accounting order was approved by the VPSB in February 2006, and allowed the
Company to defer power supply expenses of $2.1 million in the first quarter of 2006.

The VPSB issued an order on December 22, 2003 approving the Company's 2003 Rate Plan (the "2003 Rate Plan").
The 2003 Rate Plan was in effect from January 1, 2004 through December 31, 2006. The 2003 Rate Plan:

- Allowed the Company to raise rates 1.9 percent, effective January 1, 2005; and 0.9 percent effective January 1,
2006, if the increases are supported by cost of service schedules submitted 60 days prior to the effective dates. The
Company filed cost of service schedules pursuant to the plan in November 2004, November 2005, and December
2006 respectively, and received approval from the VPSB to implement the plan's 1.9 percent rate increase, effective
January 1, 2005, and the plan’s 0.9 percent rate increase, effective January 1, 2006.

- The 2003 Rate Plan set and capped the Company's allowed return on equity at 10.5 percent for the period beginning
January 1, 2003 through December 31, 2006 and provided for recovery of various regulatory assets, including the
remediation of the Pine Street environmental Superfund site in Burlington, VT.

For further discussion of the Company's 2007 Alternative Regulation Plan and the 2003 Rate Plan, see Item 7A.
Quantitative and Qualitative Disclosures About Market Risk - Rates and 2007 Rate Plan.

MERGERS AND ACQUISITIONS

On June 22, 2006, the Company announced that it had entered into an Agreement and Plan of Merger, dated as of
June 21, 2006 (the “Merger Agreement”), among Northern New England Energy Corporation, a Vermont corporation
(“NNEEC”), Northstars Merger Subsidiary Corporation, a Vermont corporation and wholly-owned subsidiary of
NNEEC (the “Merger Sub”), and the Company, pursuant to which Merger Sub will be merged with and into the
Company (the “Merger”). The Company will be the surviving company in the Merger as a wholly-owned subsidiary of

10
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NNEEC. NNEEC is a wholly owned subsidiary of GazMétro Limited Partnership (“GazMétro”), a limited partnership
organized under the laws of the Province of Québec.

Under the terms of the Merger Agreement, at the effective time of the Merger, each issued and outstanding share of
the Company’s common stock, including all deferred stock and stock options issued but not exercised, par value $3.33
1/3 per share (other than shares which are held by any wholly-owned subsidiary of the Company or in the treasury of
the Company or which are held by NNEEC or Merger Sub, or any direct or indirect wholly-owned subsidiary of
NNEEQC, all of which shall cease to be outstanding and shall be canceled and none of which shall receive any payment
with respect thereto, and other than dissenting shares), will be converted into the right to receive $35.00 in cash,
without interest thereon.

The Company and NNEEC have made customary representations, warranties and covenants in the Merger Agreement.
In particular, the Company covenants to NNEEC, subject to certain exceptions, (1) not to solicit or knowingly
encourage or facilitate the making or submission of any alternative acquisition proposal nor initiate, encourage, or
participate in any discussions or negotiations with, or furnish any non-public information to, any person (other than
NNEEC or Merger Sub) in connection with any acquisition proposal; (2) for its Board of Directors not to withdraw or
modify the Board's action to recommend the Merger in a manner adverse to NNEEC; and (3) to use its best efforts to
convene a special meeting of the Company’s shareholders to consider and vote upon the approval of the Merger
Agreement and the Merger.

On June 21, 2006, Merger Sub entered into employment agreements with the following employees of the Company:

Christopher L. Dutton, Robert J. Griffin, Mary G. Powell, Donald J. Rendall, Jr., Walter Oakes and Dawn D. Bugbee.

These agreements generally provide that they shall become effective upon consummation of the Merger and that the

employees subject to the employment agreements will continue to be employed by the Company for a period of at

least three years thereafter. Each agreement contains provisions relating to compensation, benefits, the applicable

employee’s rights upon a Change of Control (as such term is defined in the employment agreement), confidentiality
and the effect of the termination of an employee’s employment.

A more complete description of the terms of the proposed Merger is set forth in the Company's Current Report on
Form 8-K dated June 22, 2006 and in the Company’s Proxy Statement on Schedule 14A dated September 20, 2006.

On October 31, 2006, a special meeting of the Company’s shareholders was held in Colchester, Vermont to vote on the
proposal to approve the Merger Agreement so that the Merger can occur. At such meeting, the Company’s
shareholders approved the Merger Agreement.

A petition for approval of the Merger was filed with the VPSB on August 7, 2006 and remains pending. The VPSB
completed hearings on the Merger in January 2007 and the petition is presently under advisement by the VPSB. We
currently expect a VPSB decision whether to approve the Merger to be issued by the end of March 2007 and, if
approval is granted, what conditions to impose. A decision could be issued before or after the expected time; there is
no deadline for issuance of the decision. All other regulatory approvals required for the Merger have been obtained.

SINGLE CUSTOMER DEPENDENCE

The Company’s one major retail customer, IBM, accounted for 15.0 percent, 15.3 percent and 16.4 percent of the
Company’s retail operating revenues in 2006, 2005 and 2004, respectively. No other retail customer accounted for
more than 1.0 percent of our revenue during the past three years.

We believe, based on a number of projected variables, that a hypothetical shutdown of the IBM facility, inclusive of
the tertiary effects on commercial and residential customers, may necessitate a modest retail rate increase because the
Company could sell some of the contracted power supply resources into the wholesale market at prices in excess of
those charged to IBM. The amount of such an increase would change materially as a result of any significant
reductions in wholesale energy prices or increases in retail rates paid by IBM.

11
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COMPETITION AND RESTRUCTURING

Competition currently takes several forms. At the wholesale level, New England has implemented its version of
FERC's "standard market design ("SMD"), which is a detailed competitive market framework that has resulted in
bid-based competition of power suppliers rather than prices set under cost of service regulation. At the retail level,
customers have energy options such as propane, natural gas or oil for heating, cooling and water heating, and
self-generation. Another competitive risk is the potential for customers to form municipally owned utilities in the
Company's service territory.

In 1987, the Vermont General Assembly enacted legislation that authorized the Department to sell electricity on a
significantly expanded basis. Under the 1987 law, the Department can sell electricity purchased from any source at
retail to all customer classes throughout the State, but only if the VPSB and other State officials determine that the
public good will be served by such sales. Since 1987, the Department has made limited retail sales of electricity.

In certain states across the country, including other New England states, legislation has been enacted to allow retail
customers to choose their electricity suppliers, with incumbent utilities required to deliver that electricity over their
transmission and distribution systems. Increased competitive pressure in the electric utility industry could potentially
restrict the Company’s ability to charge energy prices sufficient to recover embedded costs, such as the cost of
purchased power obligations or of generation facilities owned by the Company. There are currently no regulatory
proceedings, court actions or pending legislative proposals to adopt electric industry restructuring in Vermont.

CONSTRUCTION AND CAPITAL REQUIREMENTS

Our capital expenditures for 2004 through 2006 and projected for 2007 are set forth in Item 7. MD and A - Liquidity
and Capital Resources-Construction. Construction projections are subject to continuing review and may be revised
from time-to-time in accordance with changes in the Company's financial condition, load forecasts, the availability
and cost of labor and materials, licensing and other regulatory requirements, changing environmental standards and
other relevant factors. See Item 7. MD and A - Liquidity and Capital Resources.

POWER RESOURCES

We generated, purchased or transmitted 2,041,335 MWh of energy for retail and requirements wholesale customers
for the twelve months ended December 31, 2006. The corresponding maximum one-hour integrated demand during
that period was 365.5 MW on August 2, 2006. This compares to the previous all-time peak of 351.9 MW on July 19,
2005. The following table shows the net generated and purchased energy, the source of such energy for the
twelve-month period and the capacity in the month of the period system peak. See Note J of Notes.

Net Electricity Generated and Purchased and Capacity at Peak

Generated and Purchased Capacity
for the year ended At time of
December 31, 2006 of annual peak

MWH percent KW percent
Wholly-owned plants:
Hydro 160,140 7.8% 23,370 6.4%
Diesel and Gas Turbine 6,239 0.3% 58,550 15.9%
Wind* 821 0.0% 960 0.3%
Jointly-owned plants:
Wyman #4 583 0.0% 6,470 1.8%
Stony Brook I 26,116 1.3% 30,936 8.4%
McNeil 29,099 1.4% 5,770 1.6%

Long Term Purchases:
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Vermont Yankee/ENVY 965,080 47.3% 97,451 26.5%
Hydro Quebec 784,098 38.4% 107,391 29.2%
Stony Brook I 11,965 0.6% 14,124 3.8%
Other:

Independent Power Producers 151,382 7.4% 22,593 6.1%
ISO-NE and Short-term

purchases, net (94,188) -4.7% - -
Net Own Load 2,041,335 100.0% 367,615 100.0%

*Net of renewable energy certificates sold representing 10,000MWh

Vermont Yankee Nuclear Power Corporation Contract

On July 31, 2002, VYNPC completed the sale of its nuclear power plant to ENVY. ENVY, through its power contract
with VYNPC, provides approximately 100MW to 106MW of the plant output to the Company through 2012, adjusted
for uprate, which is expected to represent approximately 35 percent of our projected energy requirements.

Prices under the Power Purchase Agreement (the "PPA") between VYNPC and ENVY range from $39 to $45 per
megawatt-hour for the period beginning January 2003. The PPA calls for a downward adjustment in the price if
market prices for electricity fall by defined amounts beginning in November 2005. If market prices rise, however,
contract prices are not adjusted upward. The Company remains responsible for procuring replacement energy at
market prices during periods of scheduled or unscheduled outages at the Vermont Yankee plant.

Our ownership share of VYNPC is 33.6 percent. VYNPC's primary role consists of administering its power supply
contract with ENVY and its contracts with VYNPC's present sponsors.

During periods when Vermont Yankee power is unavailable, the costs of replacement power occasionally exceed
those costs that we would have incurred for power purchased pursuant to our power supply agreement with VYNPC.
The Company remains responsible for procuring replacement energy at market prices during periods of scheduled or
unscheduled outages at the ENVY plant. Replacement power is available to us from the wholesale market and through
contractual arrangements with other utilities. Replacement power costs can adversely affect cash flow, and, unless
deferred and/or recovered in rates, such costs could adversely affect reported earnings. The Company maintains
insurance for unscheduled outages for the Vermont Yankee plant and those costs are included in rates. The Company’s
outage insurance coverage is for 60 days and includes a $1 million deductible amount and is limited to $6 million total
coverage for incremental on-peak energy replacement costs. In the case of unscheduled outages of significant duration
resulting in substantial unanticipated costs for replacement power, the VPSB generally has authorized deferral and
recovery of such costs, net of insurance recoveries.

Vermont Yankee's current operating license expires March 2012. Since the Company no longer owns an interest in the
plant, we are not responsible for the costs of decommissioning the plant, nor are we responsible for any plant repairs

or maintenance costs during outages.

During the year ended December 31, 2006, we used 965,080 MWh of Vermont Yankee energy (supplied by ENVY)
representing 47.3 percent of the net electricity generated and purchased ("net power supply") by the Company.

See Item 7A. Quantitative and Qualitative Disclosures About Market Risk - Other Power Supply Risks, and Notes B
and J of Notes for additional information.

Hydro Quebec Power Supply Contracts
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Highgate Interconnection. The transmission facilities at Highgate include a 225-MW AC-to-DC-to-AC converter
terminal and seven miles of 345-kV transmission line. VELCO built the converter facilities, which we own jointly
with a number of other Vermont utilities. Commencing with implementation of New England's RTO, the Highgate
facilities are now controlled and operated by ISO-NE. We do not expect ISO-NE’s control or operation of these
facilities to affect the Company’s deliveries of power from Hydro Quebec under our current power contract
commitments.

Hydro Quebec Interconnection. VELCO and certain other ISO-NE members have entered into agreements with Hydro
Quebec, which constructed in two phases a direct interconnection between the electric systems in New England and
the electric system of Hydro Quebec in Canada. The Vermont participants in this project, which has a capacity of
2,000 MW, derive approximately 9.0 percent of the total power-supply benefits associated with the ISO-NE/Hydro
Quebec interconnection. The Company, in turn, receives approximately one-third of the Vermont share of those
benefits. The benefits of the interconnection include:

- deliveries of a portion of our contract power supply entitlements from Hydro Quebec;
- access to surplus hydroelectric energy from Hydro Quebec; and
- a provision for emergency transfers and mutual backup to improve reliability for both the Hydro Quebec system and
the New England systems.

Phase I. The first phase ("Phase ") of the Hydro Quebec Interconnection consists of transmission facilities having a
capacity of 690 MW that originate at the Des Cantons Substation on the Hydro Quebec system near Sherbrooke,
Canada and traverse a portion of eastern Vermont and extend to a converter terminal located in Comerford, New
Hampshire. VETCO was formed to construct and operate the portion of Phase I within the United States. Under the
Phase I contracts, each New England participant, including the Companys, is required to pay monthly its proportionate
share of VETCO's total cost of service, including its capital costs. Each participant also pays a proportionate share of
the total costs of service associated with those portions of the transmission facilities constructed in New Hampshire by
a subsidiary of National Grid, successor to New England Electric System. Phase I facilities are schedule to be retired
in 2007.

Phase II. Phase II provides 2,000 MW of capacity for transmission of Hydro Quebec power to Sandy Pond,
Massachusetts. The participants in this project, including the Company, have contracted to pay monthly their
proportionate share of the total cost of constructing, owning and operating the Phase II facilities, including capital
costs. As a supporting participant, the Company must make support payments under 30-year agreements. These
support agreements meet the capital lease accounting requirements under SFAS 13. At December 31, 2006, the
present value of the Company's obligation was approximately $3.6 million. The Company's projected future minimum
payments under the Phase II support agreements are approximately $354,000 for each of the years 2007-2011 and an
aggregate of $1.8 million for the years 2012-2015.

The Phase II portion of the project is owned by New England Hydro-Transmission Electric Company, Inc. and New
England Hydro-Transmission Corporation, subsidiaries of National Grid, successor to New England Electric System,
in which certain of the Phase II participating utilities, including the Company, own equity interests. The Company
owns approximately 3.2 percent of the equity of the corporations owning the Phase II facilities. See Notes B and I of
Notes.

The bulk of our purchases from Hydro Quebec are pursuant to two power supply contract schedules, B and C3, of a
Firm Contract dated December 1987 (the "VJO Contract"). Under these two schedules, we purchase 114.2 MW from
Hydro Quebec. In November 1996, we entered into an agreement (the "9701 agreement") with Hydro Quebec under
which Hydro Quebec paid $8.0 million to the Company in exchange for certain power purchase options. See Item 7A.
Quantitative and Qualitative Disclosures About Market Risk - Power Contract Commitments, and Note J of Notes.
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During 2006, we used 464,139 MWh under Schedule B, and 319,959 MWh under Schedule C3 of the VJO Contract,
representing 38.4 percent of our net power supply.

Morgan Stanley Contract - On February 11, 1999, the Company entered into a contract with Morgan Stanley Capital
Group, Inc. ("Morgan Stanley"). The Morgan Stanley Contract expired on December 31, 2006. The contract provided
us a means of managing price risks associated with changing fossil fuel prices. For additional information on the
Morgan Stanley Contract, see 7A. Quantitative and Qualitative Disclosures About Market Risk - Power Contract
Commitments and Note J of Notes.

JP Morgan Contract -The Company entered into a contract with JP Morgan Ventures Energy Corporation (the “JP
Morgan Contract”) during 2006 to purchase approximately 10 percent of the Company’s retail load requirements for a
four-year period commencing January 1, 2007 and ending December 31, 2010. The JP Morgan Contract will help the
Company cover a portion of its retail load requirements. Approximately 10 percent of our off-peak load remains
exposed to market prices during the period 2007 - 2010, as well as peak and off-peak load variances caused by
weather variations or other factors. Management will continue to monitor the markets for opportunities to cover the
Company’s open position or purchase this energy in the spot market. The power costs reflected in the JP Morgan
Contract and the forecasted costs of the Company’s remaining open position are included in the Company’s 2007 rates.

ISO-NE and Short-term Opportunity Purchases and Sales - We have arrangements with numerous utilities and
power marketers actively trading power in New England and New York under which we purchase or sell power on
short notice and generally for brief periods of time when required to balance electricity supply with demand.
Opportunity purchases are also arranged when it is possible to purchase power for less than it would cost us to
generate the power with our own sources. Purchases may also help us save on replacement power costs during an
outage of one of our base load sources. Opportunity sale prices are generally set to recover all of the forecasted fuel or
production costs and to recover some, if not all, associated capacity costs. During 2006, the Company sold 94,188
MWh representing 4.7 percent of the Company's net power supply.

Stony Brook I. The Massachusetts Municipal Wholesale Electric Company ("MMWEC") is principal owner and
operator of Stony Brook, a 352.0-MW combined-cycle intermediate generating station located in Ludlow,
Massachusetts, which commenced commercial operation in November 1981. In October 1997, we entered into a Joint
Ownership Agreement with MMWEC, whereby we acquired an 8.8 percent ownership share of the plant, entitling us
to 31.0 MW of capacity.

In addition to the ownership entitlement, we have contracted for 14.2 MW of capacity for the life of the Stony Brook I
plant, for which we will pay a proportionate share of MMWEC's share of the plant's fixed costs and variable operating
expenses. The three units that comprise Stony Brook I are all capable of burning oil. Two of the units are also capable
of burning natural gas. The natural gas system at the plant was modified in 1985 to allow two units to operate
simultaneously on natural gas.

During 2006, we used 38,081 MWh from this plant, representing 1.9 percent of our net power supply. See Notes H
and J of Notes.

Wyman Unit #4. The W. F. Wyman Unit #4, located in Yarmouth, Maine, is an oil-fired steam plant with a capacity
of 620 MW. Florida Power & Light is the principal owner and operator of the plant. We have a joint-ownership share
of 1.1 percent (7.1 MW) in the Wyman #4 Unit, which began commercial operation in December 1978.

During 2006, we used 583 MWh from this unit, representing less than 1.0 percent of our net power supply. See Note
H of Notes.

McNeil Station. The J.C. McNeil station (the "McNeil Plant"), located in Burlington, Vermont, is a wood chip and
gas-fired steam plant with a capacity of 53.0 MW. The Burlington Electric Department is the principal owner and
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operator of the McNeil Plant. We have an 11.0 percent or 5.8 MW joint ownership interest in the McNeil Plant, which
began operation in June 1984. In 1989, the plant added the capability to burn natural gas on an
as-available/interruptible service basis.

During 2006, we used 29,099 MWh from this unit, representing 1.4 percent of our net power supply. See Note H of
Notes.

Independent Power Producers. The VPSB has adopted rules that implement for Vermont the purchase requirements

established by federal law in the Public Utility Regulatory Policies Act of 1978 ("PURPA"). Under the rules,

qualifying facilities have the option to sell their output to a central state-appointed purchasing agent under a variety of
long-term and short-term, firm and non-firm pricing schedules. Each of these schedules is based upon the projected

Vermont composite system's power costs that would be required but for the purchases from independent producers.

The State's purchasing agent assigns the energy so purchased, and the costs of purchase, to each Vermont retail

electric utility based upon the utility’s pro rata share of total Vermont retail energy sales. Utilities may also contract
directly with producers. The rules provide that all reasonable costs incurred by a utility under the rules will be

included in the utilities' rates.

Currently, the State purchasing agent, Vermont Electric Power Producers, Inc. ("VEPPI"), is authorized to seek 150
MW of power from qualifying facilities under PURPA, of which our average pro rata share in 2006 was
approximately 34.1 percent or 51.5 MW.

The rated capacity of the qualifying facilities currently selling power to VEPPI is approximately 74.5 MW. These
facilities were all online by the spring of 1993, and no other projects are currently under development.

In 2006, through our direct contracts and VEPPI, we purchased 151,382 MWh of qualifying facilities production,
representing 7.4 percent of our net power supply.

Company Hydroelectric Power. We wholly-own and operate eight hydroelectric generating facilities located on
river systems within our service area, the largest of which has a generating output of 7.8 MW.

In 2006, Company-owned hydroelectric plants produced 160,140 MWh, representing 7.8 percent of our net power
supply. See State and Federal Regulation - Licensing.

VELCO. The Company and fifteen other Vermont electric distribution utilities own VELCO. Since commencing
operation in 1958, VELCO transmitted power for its owners in Vermont, including power from the New York Power
Authority and other power contracted for by Vermont utilities. VELCO is a member of ISO-NE and represents
Vermont electric utilities in some pool and RTO matters. See Note B of Notes and Transco.

Transco. In June 2006, VELCO transferred substantially all of its assets to Transco in exchange for 2.4 million Class
A Membership Units and Transco’s assumption of VELCO’s debt. VELCO has a 30.8 percent ownership interest in
Transco. Transco now owns and operates the transmission system in Vermont over which bulk power is delivered to
all electric utilities in the State. The Company owns approximately 21.9 percent of the membership units of Transco.
See Note B of Notes.

Fuel. See the discussion about energy resources under the description of the Company in Item 1.
We do not maintain long-term contracts for the supply of oil for our wholly- owned oil-fired peak generating stations
(80 MW). We did not experience difficulty in obtaining oil for these units during 2006. None of the utilities from

which we expect to purchase oil- or gas-fired capacity in 2006 has advised us of any expected difficulties in securing
sources of oil and gas during the year.
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Wood for the McNeil plant is furnished to the Burlington Electric Department from a variety of sources under
short-term contracts ranging from several weeks' to six months' duration.

The Stony Brook combined-cycle generating station is capable of burning either natural gas or oil in two of its
turbines. Natural gas is supplied to the plant subject to its availability. During periods of extremely cold weather, the
supplier reserves the right to discontinue deliveries to the plant in order to satisfy the demand of its residential
customers. We assume, for planning and budgeting purposes, that the plant will be supplied with gas during the
months of April through November, and that it will run solely on oil during the months of December through March.

Searsburg Wind Project. The Company was selected by the Department of Energy ("DOE") and the Electric Power
Research Institute ("EPRI") to build a commercial scale wind-powered facility in Searsburg, Vermont. The DOE and
EPRI provided partial funding for the wind project of approximately $3.9 million. The net expenditures to the
Company of the project, located in the southern Vermont town of Searsburg, was $7.8 million. The eleven wind
turbines have a rating of 6 MW and were commissioned July 1, 1997. In 2006, the project produced 10,821 MWh, and
the Company sold renewable energy certificates representing 10,000 MWh. Net of renewable energy credit sales, the
wind-powered facility output represented less than 1.0 percent of the Company’s net power supply.

SEGMENT INFORMATION
Financial information about the Company's industry segment, the electric utility, is presented in Item 6, Selected
Financial Data, and in the Notes included herein.

The Company has sold or disposed of substantially all of the operations and assets of Northern Water Resources, Inc.
("NWR"), formerly known as Mountain Energy, Inc., classified as discontinued operations in 1999.

SEASONAL NATURE OF BUSINESS

Winter recreational activities, longer hours of darkness and heating loads from cold weather historically caused our
average peak electric sales to occur in December, January or February. Summer air conditioning loads have increased
in recent years as a result of steady economic growth in our service territory. As a result, our heaviest load, 365.5
MW, occurred on August 2, 2006.

EMPLOYEES
As of December 31, 2006, the Company had 192 employees, exclusive of temporary employees. The Company
considers its relations with employees to be excellent. The current labor contract expires December 31, 2007.

ENERGY EFFICIENCY

In 2006, GMP did not offer its own energy efficiency programs. Energy efficiency services were provided to GMP's
customers by a statewide Energy Efficiency Utility ("EEU") known as "Efficiency Vermont," created by the VPSB in
1999. The EEU is funded by a separate energy efficiency charge that appears as a line item on each customer bill. A
charge per KW and per KWH is applied. The purpose of these charges is to apply equal efficiency charges across
Vermont to customers with similar usage, regardless of their local utility rates. The charge represents two to three
percent of each customer's total electric bill. The funds we collect are remitted to a fiscal agent representing the State
of Vermont.

RATE DESIGN

The Company seeks to design rates to encourage efficient electrical use. Since 1976, we have offered optional

time-of-use rates for residential and commercial customers. In March 2004, the Company filed with the VPSB a new

fully-allocated cost of service study and rate re-design, which re-allocates the Company's revenue requirement among

all customer classes on the basis of current costs. The Company's new rate design was approved by the VPSB in 2005.

The new rate design has not adversely affected operating results. The Company’s rate design objectives are to provide
a stable pricing structure and to reflect accurately the cost of providing electric services. Our current rate design helps

to achieve these goals. Because inefficient use of electricity increases its cost, customers who are charged prices that
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reflect the cost of providing electrical service have incentives to follow the most efficient usage patterns.

CURTAILABLE SERVICE

At December 31, 2006, we had 18 customers receiving service under a curtailable power tariff. This tariff allows

customers to receive a portion of their electricity at favorable rates except during times when energy prices or demand

are high. The customer’s demand during these periods is not considered in calculating the monthly billing. This
program enables the Company and the customers to benefit from load control. We shift load from our high cost peak

periods and the customer uses inexpensive power at a time when its use provides maximum value. This program is

available by tariff for qualifying customers.

ENVIRONMENTAL MATTERS

We had been notified by the Environmental Protection Agency ("EPA") that we were one of several potentially
responsible parties for clean up at the Pine Street Barge Canal site in Burlington, Vermont. In September 1999, we
negotiated a final settlement with the United States, the State of Vermont, and other parties over terms of a Consent
Decree that covers claims addressed in earlier negotiations and implementation of the selected remedy. In October
1999, the federal district court approved the Consent Decree that addresses claims by the EPA for past Pine Street
Barge Canal site costs, natural resource damage claims and claims for past and future oversight costs. The Consent
Decree also provides for the design and implementation of response actions at the site. For information regarding the
Pine Street Barge Canal site and other environmental matters, see Item 7. MD and A- Environmental Matters, and
Note H of Notes.

UNREGULATED BUSINESSES

During 1999, the Company discontinued operations of Northern Water Resources, Inc. ("NWR"), a subsidiary of the
Company that invested in wastewater, energy efficiency and generation businesses. NWR’s remaining assets include
an interest in a wind generation facility in California, a non-performing note from a hydroelectric facility in New
Hampshire, and a wastewater business in the process of completing dissolution. The net liability of the discontinued
segment consists primarily of deferred tax liabilities. For information regarding our unregulated businesses, see Note
A of Notes.

EXECUTIVE OFFICERS
The names, ages, and positions of our Executive Officers, in alphabetical order, as of March 8, 2007 are:

Dawn D. Bugbee 50
Vice President, Chief Financial Officer and Treasurer since March 2006. Ms. Bugbee was previously Chief Financial
Officer at the Northwestern Medical Center, Inc. in St. Albans, Vermont since 1996.

Christopher L. Dutton 58

President and Chief Executive Officer of the Company and Chairman of the Executive Committee of the Company
since August 1997. Vice President, Finance and Administration, Chief Financial Officer and Treasurer from 1995 to
August 1997. Vice President and General Counsel from 1993 to January 1995. Vice President, General Counsel and
Corporate Secretary from 1989 to 1993.

Robert J. Griffin 50
Vice President, Power Supply and Risk Management since March 2006. Mr. Griffin was Chief Financial Officer and
Principal Accounting Officer from December 2003 to March 2006. Vice President since July 2003. Treasurer from
February 2002 until March 2006. Controller from October 1996 to December 2003. Manager of General Accounting
from 1990 to 1996.

Walter S. Oakes 60

Vice President-Field Operations since August 1999. Assistant Vice President-Customer Operations from June 1994 to
August 1999. Assistant Vice President, Human Resources from August 1993 to June 1994. Assistant Vice
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President-Corporate Services from 1988 to 1993.

Mary G. Powell 46

Senior Vice President-Chief Operating Officer since April 2001. Senior Vice President-Customer and Organizational
Development from December 1999 to April 2001. Vice President-Administration from February 1999 through
December 1999. Vice President, Human Resources and Organizational Development from March 1998 to February
1999. Prior to joining the Company, Ms. Powell was President of HRworks, Inc., a human resources management
firm, from January 1997 to March 1998. Prior to HRworks, Inc. Ms. Powell was Senior Vice President of Community
Banking for Key Bank of Vermont, from 1992 to 1997.

Donald J. Rendall 51

Vice President, General Counsel and Corporate Secretary since July 2002, March 2002, and December 2002,
respectively. Prior to joining the Company, Mr. Rendall was a principal in the Burlington, Vermont law firm of
Sheehey, Furlong, Rendall & Behm, P.C. from 1988 to February 2002.

The Board of Directors of the Company and its wholly-owned subsidiaries, as appropriate, elect officers for one-year
terms to serve at the pleasure of such boards of directors.

Additional information regarding compensation, beneficial ownership of the Company's stock, members of the board
of directors, and other information will be presented in the Company's Proxy Statement to Shareholders, and is hereby
incorporated by reference.

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. We also make available on the website the Company’s Corporate Governance Guidelines, Code of Ethics and
Conduct, Bylaws, and the Charters of the Audit, Compensation and Governance Committees of the Company. 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.

ITEM 1A. RISK FACTORS
The risk factors included in Item 7A - Quantitative and Qualitative Disclosures About Market Risk - are incorporated
by reference herein.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.

ITEM 2. PROPERTIES

GENERATING FACILITIES

Our Vermont properties are located in five areas and are interconnected by transmission lines of Transco and New
England Power Company. We own and operate eight hydroelectric generating stations with a total nameplate rating of
36.1 MW. We also own two gas-turbine generating stations with an aggregate nameplate rating of 63.6 MW. We own
two diesel generating stations with an aggregate nameplate rating of 6.0 MW. We also own a wind generating facility
with a nameplate rating of 6.1 MW.

We also own:
- 33.6 percent of the outstanding common stock of Vermont Yankee Nuclear Power Corporation and, through its
contract with ENVY, we are entitled to 106.2 MW of the capacity of the Vermont Yankee nuclear generating plant,
- 1.1 percent (7.0 MW of a total 620 MW) joint-ownership share of the Wyman #4 plant located in Maine,
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- 8.8 percent (30.2 MW of a total 352 MW) joint-ownership share of the Stony Brook I intermediate units located in
Massachusetts, and

- 11.0 percent (5.5 MW of a total 53 MW) joint-ownership share of the J.C. McNeil wood-fired steam plant located in
Burlington, Vermont.

See Item 1. Business - Power Resources for plant details and the table hereinafter set forth for generating facilities
presently available.

TRANSMISSION AND DISTRIBUTION

The Company owned, at December 31, 2006, approximately 287 miles of overhead transmission lines consisting of
1.5 miles of 115 kV, 10.5 miles of 69 kV, 5.4 miles of 46 kV, 267.6 miles of 34.5 kV and 2.0 miles of 13.8 kV lines.
Our distribution system included approximately 2,500 miles of overhead lines of 2.4 to 34.5 kV and approximately
442 miles of underground cable of 2.4 to 34.5 kV. We own approximately 104,800 kVA of substation transformer
capacity in transmission substations and 416,200 kV A of substation transformer capacity in distribution substations
and approximately 1,025,000 kVA of transformers for step-down from distribution to customer use.

The Company owns 34.8 percent of the Highgate transmission facilities, consisting of a 225-MW converter and
transmission line used to transmit power from Hydro Quebec. The Company also owns 59.4 percent of the metallic
neutral return, a neutral conductor for the ISO-NE/Hydro Quebec interconnection.

We also own 29.2 percent of the common stock and 30 percent of the preferred stock of VELCO. The Company also
owns approximately 21.9 percent of the membership units of Transco. VELCO has a 30.8 percent ownership interest
in Transco, which owns and operates the high-voltage transmission system interconnecting electric utilities in the
State of Vermont.

The VELCO/Transco properties consist of approximately 580 miles of high voltage overhead transmission lines and
associated substations. The lines connect on the west with the lines of Niagara Mohawk Power Corporation at the
Vermont-New York state line near Whitehall, New York, and Bennington, Vermont, and with the submarine cable of
NYPA near Plattsburgh, New York; on the south and east with the lines of National Grid; on the south with the
facilities of Vermont Yankee; and on the north with lines of Hydro Quebec through the Highgate converter station and
tie line jointly owned by the Company and several other Vermont utilities.

VELCO's wholly-owned subsidiary, VETCO, owns approximately 52 miles of high voltage DC transmission line
connecting with the transmission line of Hydro Quebec at the Quebec-Vermont border in the Town of Norton,
Vermont and connecting with the transmission line of New England Electric Transmission Corporation, a subsidiary
of National Grid USA, at the Vermont-New Hampshire border near New England Power Company's Moore
hydro-electric generating station.

PROPERTY OWNERSHIP
Our wholly-owned plants are located on lands that we own in fee. Water power and floodage rights are controlled
through ownership of the necessary land in fee or under easements.

Transmission and distribution facilities that are not located in or over public highways are, with minor exceptions,
located either on land owned in fee or pursuant to easements which, in nearly all cases, are perpetual. Transmission
and distribution lines located in or over public highways are so located pursuant to authority conferred on public
utilities by statute, subject to regulation by state or municipal authorities.

INDENTURE OF FIRST MORTGAGE

The Company’s interests in substantially all of its properties and franchises are subject to the lien of the mortgage
securing its First Mortgage Bonds. See Note E, Long-Term Debt, for more information concerning our First Mortgage
Bonds.
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GENERATING FACILITIES OWNED
The following table gives information with respect to generating facilities presently available in which the Company
has an ownership interest. See also Item 1. Business - Power Resources.

Name Plate
Energy Rating
Location Name Source MW
Wholly Owned
Hydro Middlesex, VT Middlesex #2 Hydro 3.6
Marshfield, VT Marshfield #6 Hydro 5.0
Vergennes, VT Vergennes #9 Hydro 2.6
W. Danville, VT  W. Danville #15 Hydro 1.0
Colchester, VT Gorge #18 Hydro 3.0
Essex Jct., VT Essex #19 Hydro 7.2
Waterbury, VT Waterbury #22 (1) Hydro 5.5
Bolton, VT DeForge #1 Hydro 8.4
Diesel Vergennes, VT Vergennes #9 Oil 4.0
Essex Jct., VT Essex #19 Oil 2.0
Gas Turbine Berlin, VT Berlin #5 Oil 46.6
Colchester, VT Gorge #16 Oil 17.0
Wind Searsburg, VT Searsburg Wind 6.1
Jointly Owned
Steam Yarmouth, ME Wyman #4 Oil 7.0
Burlington, VT McNeil (2) Wood/Gas 5.5
Combined Ludlow, MA Stony Brook #1 Oil/Gas 30.2
Total Winter 154.7
Capability

(1) Repairs to dam are complete. Our generation facility is awaiting re-licensing.
(2) The Company's entitlement in McNeil is 5.5 MW. However, we receive up to 6.6 MW as a result of other owners'
losses.

CORPORATE HEADQUARTERS
Our headquarters and main service center are located in Colchester Vermont, one of the most rapidly growing areas of
our service territory.

ITEM 3. LEGAL PROCEEDINGS

The Company is not involved in any material litigation at the present time. See the discussion under Item 7. MD and
A - Other Risks, Environmental Matters, Rates, and Note H of Notes.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

At a special meeting of shareholders held on October 31, 2006, there were 5,289,161 shares of common stock
outstanding and entitled to vote, of which 3,921,722 were represented in person or by proxy. The following matters
were submitted to a vote of the Company's shareholders at the special meeting with the voting results designated

below each such matter:

1.
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Shareholders were asked to approve or disapprove the Agreement and Plan of Merger by and among the Company,
Northern New England Energy Corporation and Northstars Merger Subsidiary Corporation with 3,815,744 votes
for, 85,694 votes against, and 20,284 votes abstaining.

2. Shareholders were asked to approve or disapprove granting authority to proxy holders to vote in their discretion
with respect to the approval of any proposal to postpone or adjourn the special meeting to a later date for a
reasonable business purpose, including to solicit additional proxies in favor of the approval of the Agreement and
Plan Of Merger if there are not sufficient votes for approval of the Agreement and Plan of Merger at the special
meeting, with 3,680,489 votes for, 212,081 votes against, and 29,152 votes abstaining.

3. There were no broker non-votes with respect to the matters voted upon by shareholders at the special meeting.

PART II

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS

AND ISSUER PURCHASES OF EQUITY SECURITIES

Outstanding shares of our Common Stock are listed and traded on the New York Stock Exchange under the symbol

GMP. The following tabulation shows the high and low sales prices for the Common Stock on the New York Stock

Exchange during 2006 and 2005:

HIGH LOW

2006

First Quarter $30.50 $27.10
Second Quarter 34.00 27.74
Third Quarter 34.00 33.00
Fourth Quarter 34.10 33.22
2005

First Quarter $30.88 $27.87
Second Quarter 30.00 28.85
Third Quarter 33.03 28.75

Fourth Quarter 33.08 26.62
The number of common stockholders of record as of February 28, 2007 was approximately 4,256, $3.33333 par value.
Quarterly cash dividends were paid as follows during the past two years:

First Second Third Fourth
Quarter Quarter Quarter Quarter

2005 $0.25 $0.25 $0.25 $0.25
2006 $0.28 $0.28 $0.28 $0.28
PERFORMANCE GRAPH

The following performance graph presents the yearly percentage change in the cumulative total shareholder return on
the Company's Common Stock, as compared to the cumulative total returns of the Standard and Poor's 500 Stock
Index and that of the members of Edison Electric Institute's Index.

12/01 12/02 12/03 12/04 12/05 12/06
Green Mountain Power
Corporation 100.00 116.10 135.35 171.01 176.43 215.52
S&P500 100.00 77.90 100.24 111.15 116.61 135.03
EEI Investor-Owned
Electrics 100.00 85.27 105.30 129.34 150.09 181.25
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ITEM 6. SELECTED FINANCIAL
DATA

Results of Operations for the years
ended December 31,

In thousands, except per share data
Operating Revenues

Operating Expenses

Operating Income

Other Income

AFUDC - equity

Other

Total other income

Interest Charges

AFUDC - borrowed

Other

Total interest charges

Net Income from continuing operations
before

preferred dividends

Net Income (Loss) from discontinued
operations, including

provisions for loss on disposal
Dividends on Preferred Stock

Net Income Applicable to Common
Stock

Common Stock Data

Basic earnings per share-continuing
operations

Basic earnings per share-discontinued
operations

Basic earnings per share

Diluted earnings per share from
continuing operations

Diluted earnings (loss) per share from
discontinued operations

Diluted earnings per share

Cash dividends declared per share
Weighted average shares
outstanding-basic

Weighted average equivalent shares
outstanding-diluted

Financial Condition as of December
31

In thousands
Assets

Utility Plant, Net
Other Investments

$

$

“ &

&L PH P

$

2006
240,476 $
224,355

16,121
106
1,117
1,223
(48)
7,461
7413

9,931

192

10,123 $

1.88 $

0.04 $
1.92 %

1.85 $
0.04 $
1.89 §
.12 §
5,270

5,348

2006

246,992 $
37,262

2005
245,860 $
229,779

16,081
29
1,696
1,725
(18)
6,778
6,760

11,046

134

11,180 $

212 $

0.03 $
215 $

2.09 $
0.03 $
212 §
1.00 $
5,195

5,284

2005

236911 $
20,663

2004
230,574 $
215,096

15,478
449
1,638
2,087
(285)
6,791
6,506

11,059

525

11,584 $

218 §

0.10 $
228 §

210 $
0.10 $
220 $
0.88 §
5,083

5,254

2004

232,712 $
18,959

2003
280,470 $
265,164

15,306
387
1,692
2,079
(267)
7,324
7,057

10,328

79
3

10,404 $

2.08 $

0.01 $
209 $

201 $
0.01 $
202 $
0.76 $
4,980

5,140

2003

228,862 $
13,706

2002
274,608
259,528

15,080
233
2,252
2,485
(103)
6,273
6,170

11,395

99
96

11,398

2.02

0.02
2.04

1.96
0.02
1.98
0.60
5,592

5,756

2002

223,476

21,552
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Current Assets 44,256 64,312 44,809 31,688 31,432
Deferred Charges 57,223 51,729 55,120 55,590 60,390
Non-Utility Assets 229 653 755 1,105 995
Total Assets 385,962 $ 374,268 $ 352,355 $ 330,951 $ 337,845
Capitalization and Liabilities

Common Stock Equity 126,636 $ 117,374 $ 109,581 $ 99915 $ 91,722
Redeemable Cumulative Preferred

Stock - - - - 55
Long-Term Debt, Less Current

Maturities 109,000 79,000 93,000 93,000 93,000
Capital Lease Obligation 3,562 3,944 4,493 4,963 5,287
Current Liabilities 31,219 63,156 33,815 22,715 38,491
Deferred Credits and Other 113,004 108,420 109,295 108,281 107,349
Non-Utility Liabilities 2,541 2,374 2,171 2,077 1,941
Total Capitalization and Liabilities 385,962 $ 374,268 $ 352,355 $ 330,951 $ 337,845

ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS

OF OPERATIONS ("MD and A")

From time to time in this report, we may make statements that constitute “forward-looking statements” within the
meaning of the “safe-harbor” provisions of the Private Securities Litigation Reform Act of 1995. Such statements are

based on our then current expectations and are subject to a number of risks and uncertainties that could cause actual
results to differ materially from those addressed in the forward-looking statements. In these statements, you may find
words such as believes, expects, plans, or similar words. These statements are not guarantees of our future
performance. There are risks, uncertainties and other factors that could cause actual results to be different from those
projected. Some of the reasons the results may be different include:

- regulatory and judicial decisions or legislation and other regulatory risks
- energy supply and demand, outages and other power supply volume risks
- power supply price risks
- customer concentration risks
- pension and postretirement health care risks
- customer service quality
- changes in regional market and transmission rules
- contingent obligations or rights contained in contractual commitments
- credit risks, including availability, terms, and use of capital and counterparty credit quality
- general economic and business environment
- changes in technology
- nuclear and environmental issues
- alternative regulation and cost recovery (including stranded costs)
- weather
- customer growth and changes in customer demands, and
- acts of terrorism

Additional risk factors that may cause such a difference are discussed in Item 7A, “Quantitative and Qualitative
Disclosures About Market Risk™ and elsewhere herein and are incorporated herein.

These forward-looking statements represent our estimates and assumptions only as of the date of this report.

Executive Overview - Green Mountain Power Corporation (the "Company") typically generates most of its earnings
from retail electricity sales. Our retail customer base typically grows at an average annual rate of between one and two
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percent, about average for most electric utility companies in New England. In periods of very high energy prices,
wholesale revenues and expenses arising primarily from sales and purchases to accommodate volumetric difference
between energy supplies and customer demand can affect earnings to a significant degree. The Company’s prices for
retail electricity sales are regulated by the Vermont Public Service Board (“VPSB”).

On June 22, 2006, the Company announced that it had entered into an Agreement and Plan of Merger, dated as of
June 21, 2006 (the “Merger Agreement”’) under which the Company has agreed to become a wholly-owned subsidiary of
Northern New England Energy Corporation (“NNEEC”), which is a wholly-owned subsidiary of GazMetro Limited
Partnership(“GazMetro”); a Quebec-domiciled gas distribution enterprise. Under the Merger Agreement, all issued and
outstanding shares of common stock, including all deferred stock and stock options issued but not exercised, of the
Company will be acquired for $35.00 per share upon closing. The merger is summarized below under “Mergers and
Acquisitions.”

The Company increased its common stock dividend in February 2006 from an annual rate of $1.00 per share to $1.12
per share. The Company’s dividend payout ratio during 2006 was approximately 60 percent of 2006 earnings from
continuing operations. The Company’s dividend payout ratio during 2005 was approximately 47 percent of 2005
earnings from continuing operations. The Merger Agreement permits the Company to pay quarterly dividends of
$0.28 per share. Under the Merger Agreement, the Company has agreed not to increase the dividend prior to the
closing of the Merger without the permission of NNEEC.

Fair regulatory treatment is fundamental to maintaining the Company’s financial stability. Rates must be set at levels to
recover costs, including a market rate of return to equity and debt holders in order to attract capital. The Company’s
allowed rate of return on its regulated operations was capped at 10.5 percent in 2006, reduced by amounts normally
excluded for purposes of setting rates determined by the VPSB. Nearly all of the Company’s continuing operations are
treated for ratemaking purposes as regulated operations. Due principally to transaction costs related to the merger and
exclusions mentioned above, the Company’s 2006 return on equity was 8.35 percent. The Company operated through
December 31, 2006 under a three-year rate plan approved by the VPSB in December 2003 (the “2003 Rate Plan"). The
2003 Rate Plan covers the period 2004 - 2006 and has provided the Company with a stable, predictable rate path
through 2006 and a plan for full recovery of the Company’s principal regulatory assets. The 2003 Rate Plan is
described in more detail below under “Rates.”

On December 22, 2006, the VPSB approved a rate increase of 9.09%, effective January 1, 2007, and an Alternative
Regulation Plan (the “2007 Alternative Regulation Plan”) for the Company to be effective for three years beginning
February 1, 2007. The rate increase allows the Company to recover increases in power and transmission costs in 2007
compared to 2006. The 2007 Alternative Regulation Plan’s principal components include a power supply adjustment
mechanism and an earnings sharing mechanism to permit sharing of earnings in excess of the Company's allowed
return on equity and earnings shortfalls below the Company's allowed return on equity.

For further discussion of the Company's 2007 Alternative Regulation Plan, see Item 7A. Quantitative and Qualitative
Disclosures About Market Risk - Rates.

MERGERS AND ACQUISITIONS

On June 22, 2006, the Company announced that it had entered into the Merger Agreement with NNEEC, Northstars
Merger Subsidiary Corporation, a Vermont corporation and a wholly-owned subsidiary of NNEEC (the “Merger Sub”),
and the Company, pursuant to which Merger Sub will be merged with and into the Company. The Company will be
the surviving company in the Merger as a wholly-owned subsidiary of NNEEC. NNEEC is a wholly owned subsidiary
of GazMétro.

Under the terms of the Merger Agreement, at the effective time of the Merger, each issued and outstanding share of

the Company’s common stock, including all deferred stock grants and stock options issued but unexercised, par value
$3.33 1/3 per share (other than shares which are held by any wholly-owned subsidiary of the Company or in the
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treasury of the Company or which are held by NNEEC or Merger Sub, or any direct or indirect wholly-owned
subsidiary of NNEEC, all of which shall cease to be outstanding and shall be canceled and none of which shall receive
any payment with respect thereto, and other than dissenting shares), will be converted into the right to receive $35.00
in cash, without interest thereon.

The Company and NNEEC have made customary representations, warranties and covenants in the Merger Agreement.
In particular, the Company covenants to NNEEC, subject to certain exceptions, (1) not to solicit or knowingly
encourage or facilitate the making or submission of any alternative acquisition proposal nor initiate, encourage, or
participate in any discussions or negotiations with, or furnish any non-public information to, any person (other than
NNEEC or Merger Sub) in connection with any acquisition proposal; (2) for its Board of Directors not to withdraw or
modify the Board's action to recommend the Merger in a manner adverse to NNEEC; and (3) to use its best efforts to
convene a special meeting of the Company’s shareholders to consider and vote upon the approval of the Merger
Agreement and the Merger.

On June 21, 2006, Merger Sub entered into employment agreements with the following employees of the Company:

Christopher L. Dutton, Robert J. Griffin, Mary G. Powell, Donald J. Rendall, Jr., Walter Oakes and Dawn D. Bugbee.

These agreements generally provide that they shall become effective upon consummation of the Merger and that the

employees subject to the employment agreements will continue to be employed by the Company for a period of at

least three years thereafter. Each agreement contains provisions relating to compensation, benefits, the applicable

employee’s rights upon a Change of Control (as such term is defined in the employment agreement), confidentiality
and the effect of the termination of an employee’s employment.

A more complete description of the terms of the proposed Merger is set forth in the Company's Current Report on
Form 8-K dated June 22, 2006 and in the Company’s Proxy Statement on Schedule 14A dated September 20, 2006.

On October 31, 2006, a special meeting of the Company’s shareholders was held in Colchester, Vermont to vote on the
proposal to approve the Merger Agreement so that the Merger can occur. At such meeting, the Company’s
shareholders approved the Merger Agreement.

A petition for approval of the Merger was filed with the VPSB on August 7, 2006 and still remains pending. The
VPSB completed hearings on the Merger in January 2007 and the petition is presently under advisement by the VPSB.
We currently expect a VPSB decision whether to approve the Merger petition to be issued by the end of March 2007
and, if approval is granted, what conditions to impose. A decision could be issued before or after the expected time;
there is no deadline for issuance of the decision.

In 2001, as part of an order approving a retail rate settlement, the VPSB ordered that the Company and customers
share equally any premium above book value realized by the Company’s shareholders in any merger, subject to an $8
million limit, adjusted for inflation. As part of the merger approval petition, the Company and NNEEC proposed to
satisfy this order through creation of the Green Mountain Power Efficiency Fund (the “Efficiency Fund”), under which
the Company will invest in efficiency, renewable energy and new technology programs what will return to our
customers benefits covering the full amount required by the 2001 order. As proposed, the Company will earn a return
of and on Efficiency Fund investments. The Department of Public Service has filed testimony supporting the
Efficiency Fund proposal. One intervener, International Business Machines Corporation (“IBM”), filed testimony on
November 21, 2006, opposing the Efficiency Fund and requested the Board to order a refund of $8 million, adjusted
by inflation since 2001, to customers. If the VPSB rejects the proposed Efficiency Fund and orders a refund as
proposed by IBM, NNEEC could assert such a condition constitutes a material adverse event under the Merger
Agreement.

All other regulatory approvals required for the Merger have been obtained.
OTHER
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Power supply expenses were equivalent to approximately 62.6 percent of total operating expenses in 2006. We have
entered into long-term power supply contracts for most of our energy needs. All of our power supply contract costs
are currently included in the rates we charge our customers. The risks associated with our power supply resources,
including outage, curtailment, and other delivery risks, the timing of contract expirations, the volatility of wholesale
prices, and other factors impacting our power supply resources and how they relate to customer demand are discussed
below under Item 7A, "Quantitative and Qualitative Disclosure about Market Risk."

We also discuss other risks, including customer concentration risk related to our largest customer, IBM, and
contingencies that could have a significant impact on future operating results and our financial condition.

Growth opportunities beyond the Company’s normal investment in its infrastructure are also discussed, and include a
planned increase in our equity investment in Vermont Transco, LLC (“Transco”), the operating subsidiary of Vermont

Electric Power Company, Inc. ("VELCO"), and an opportunity for increased sales of utility services.

In this section, we explain the general financial condition and the results of operations for the Company and its
subsidiaries. This explanation includes:

- factors that affect our business;
- our earnings and costs in the periods presented and why they changed between periods;
- the source of our earnings;
- our expenditures for capital projects and what we expect they will be in the future;
- where we expect to get cash for future capital expenditures; and
- how all of the above affect our overall financial condition.

Earnings Summary

Earnings Summary For the Years Ended

2006 2005 2004
Consolidated diluted earnings per share of common
stock $ 1.89 $ 2.12 $ 2.20
Consolidated diluted earnings per share of common
stock-continuing operations $ 1.85 $ 2.09 $ 2.10
Consolidated return on average common equity 8.35% 9.85% 11.06%

Discussion for Year Ending 2006 compared to 2005:
Earnings per share decreased primarily as a result of $1.6 million in merger related transactions costs incurred during
2006 in which NNEEC, an affiliate of GazMetro, has agreed to acquire the Company at $35.00 per common share.

The Company's regulated earnings were capped in 2006 and 2005 to the allowed rate of return on equity of 10.5
percent under the Company’s rate plan, approved in 2003. The regulated earnings cap calculation excludes costs that
are not allowed for rate setting purposes, which reduce the Company's earning potential and limit the Company's
ability to achieve its allowed rate of return on equity for its operations as a whole. Revenues in excess of allowed costs
are deferred and appear in the Company’s financial statements under the caption “Deferred Regulatory Revenues.” The
following table shows the comparative impact of the earnings cap and merger costs on net income:
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Green Mountain Power Consolidated Earnings
Full Year Comparative Results

2006, 2005 and 2004
Income (in thousands) Diluted Earnings per Share

2006 2005 2004 2006 2005 2004
Net Income $ 10,123 $ 11,180 $ 11,584 1.89 2.12 2.20
Impact of Earnings
Cap $ 5,732 $ 582 % 0
Less: Tax Effect (2,293) (233) 0
Impact of Earnings
Cap, net of taxes 3,439 349 0 0.64 0.07 0.00
Merger Costs $ 1,621 $ 0 $ 0 0.30 0.00 0.00
Weighted Avg Shares-Fully Diluted (in thous) 5,348 5,285 5,254

Any deferred regulatory revenues will be applied in future years as a reduction to regulatory assets, or possibly
refunded to customers as a credit on customer bills, as directed by the Department of Public Service.

Retail and other operating revenues for 2006 decreased by $3.7 million compared with 2005, reflecting the deferral of
regulatory revenues of approximately $5.7 million, which is recorded as a reduction to revenue. The milder summer
and winter weather caused consumption to decrease resulting in a reduction in revenue of $4.0 million. These impacts
were partially offset by an increase of $3.7 million in sales of utility services to other utilities and municipalities and
approximately $2 million in additional revenue generated from the 0.9 percent rate increase that took effect in January
2006, along with a slight increase in the number of customers.

Total retail megawatt hour sales of electricity decreased by 2.3 percent in 2006 compared with 2005. Sales to
residential, small commercial and industrial, and large commercial and industrial customers in 2006 decreased by 2.7,
1.5 and 2.7 percent, respectively, compared with 2005, a year that was affected by warmer than normal summer
temperatures. Increased revenues from the sale of utility services to other utilities and large industrial customers in
2006 contributed approximately $3.7 million more to retail revenue growth than in 2005. Other operating expenses
increased by $4.1 million in 2006, reflecting an increase of $3.6 million in utility services expense, compared to 2005.
These sales of utility services are intended to build strategic expertise and revenue to the benefit of both customers and
shareholders. The remaining $500,000 increase in other operating expenses related to an increase in distribution
expenses.

Power supply expenses decreased $9.5 million in 2006 compared with 2005, reflecting increased entitlements under
long-term contracts and greater output from the Company’s hydroelectric generating facilities, which reduced reliance

on expensive wholesale market purchases. This significant cost savings was the major driver contributing to the
amount of deferred regulatory revenues. The Company exercised an option to purchase more power in 2006 under its
long-term contract with Hydro-Quebec. A temporary increase in the Company’s entitlement from the Entergy Nuclear
Vermont Yankee (“ENVY”) nuclear power plant (the “Vermont Yankee plant”) also reduced dependence on market
purchases. Prices for additional 2006 contract entitlements and Company hydroelectric generation were below
wholesale market prices for 2006 and substantially below 2005 wholesale market prices. Market prices in 2005 were
abnormally high, reflecting the interruption of gas supplies in the Gulf caused by hurricane activity and warmer than
normal summer temperatures.

Depreciation and amortization expenses were $704,000 lower in 2006 compared to the previous year, reflecting the

impact of a new depreciation schedule adopted as a result of a study that was completed in 2005 and implemented in
2006.
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Provisions for income taxes increased by approximately $823,000 in 2006 compared to the same period last year,
reflecting an increase in pretax book income and an increase in the effective tax rate due to nondeductible merger
expenses, which were partially offset by a 8.7% decrease in the Vermont state corporate income tax rate.

Equity in earnings of affiliates and non-utility operations increased by $1.2 million in 2006 compared to 2005 as a
result of the Company’s additional $17.1 million in equity investments in Transco, which owns and operates most of
the transmission grid in Vermont.

The increase in other expenses of $1.6 million in 2006 related to costs incurred in connection with the proposed
Merger.

Earnings from discontinued operations totaled $.04 per share in 2006, compared with $.03 per share in 2005, primarily
as a result of adjustments to tax valuation allowances arising from the realization of tax capital losses.

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 VELCOQO’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. We own approximately 29 percent of VELCO and 21.9 percent of Transco.

On December 22, 2006 the Company received approval from the VPSB for a rate increase of 9.09 percent effective
January 1, 2007, with an allowed rate of return of 10.25 percent. The Company also received approval to implement
the 2007 Alternative Regulation Plan.

For further discussion of the Company's 2007 Alternative Regulation Plan, see Item 7A. Quantitative and Qualitative
Disclosures about Market Risk - Rates.

Discussion for Year Ending 2005 compared to 2004:

Total retail megawatt hour sales of electricity increased by 1.9 percent in 2005, compared with the same period in

2004. Sales to residential and small commercial and industrial customers increased by 3.0 percent and 2.7 percent,

respectively, while sales to large commercial and industrial customers increased by 0.3 percent in 2005. Revenues

from the sale of utility services to other utilities and large industrial and commercial customers increased by

approximately $4.3 million in 2005, compared with the prior year. Wholesale revenues in 2005 also increased by $5.6

million compared with 2004, reflecting substantially higher wholesale energy prices in 2005. Other operating

expenses increased by $5.5 million in 2005, reflecting an increase of $4.3 million in utility services expense. The

Company’s utility services business is designed to re