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                                          REVENUE RECONCILIATION ADJUSTMENT CLAUSE #3

          All Water Service Customers (Service Classifications 1 through 3)

To protect the customers and the Company from inadequate or excess revenues, the rates
applicable to metered customers' accounts are subject to automatic adjustment by way of surcharge or
sur-credit for the calendar year.

At the end of each calendar year each customer's bill will be recalculated to provide the Company
with the total base revenues permitted to the Company by the New York State Public Service
Commission in its most recent rate decision. The target base revenue requirement will be increased or
decreased based upon the actual cost of electricity, purchased water, and chemicals used during the
period as compared with the amounts for these items permitted in the relevant rate decision. 

For emergency sales to the Seaview Association of Fire Island, N.Y., Inc. of up to and including
4.5 million gallons per year, the Company may increase the base revenue requirement by $0.20 per
thousand gallons sold to Seaview.

In the last bill of the rate period, the metered rate for the entire rate period will be adjusted to a
level that would have produced the full revenue requirement permitted to the Company.  Each customer's
bill for the last bill of the rate period will include a surcharge or sur-credit reflecting the full impact of the
corrected metered rate for the entire rate year.
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