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Value Added Charge

The Vadue Added Charge is a unitized per decatherm rate, derived from the increase in the Spark
Spread from the Base Year tothe Test Year. The Vadue Added Charge is applied to every decatherm
delivered by the Company to the Customer or the Customer’s Annua Minimum Bill Obligation,
whichever is greater, during the Effective Period.

The Vaue Added Charge for the Effective Period January 1, 2006 through April 30, 2007 equas the
Annua Tota Vaue Added Charge for the Test Y ear ending November 30, 2005 divided by the
number of decatherms the Company delivered to the Customer during the Test Year. If the Customer
does not have twelve months of consumption data for the Test Y ear, that Customer will be assgned a
Vdue Added Charge equd to the average of dl the cussomers Vaue Added Charge within the
goplicable heet rate tier levdl.

The Vdue Added Charge for dl Effective Periods beginning May 1, 2007 will be caculated asfollows:
The Reconciliation Charge will be subtracted from the Tota Value Added Charge for the Test Y ear.
The resulting difference will be divided by the number of decatherms the Company delivered to the
Customer during the Test Y ear.

Each March 1, beginning March 1, 2007, the Company will make an annud filing that will indude the
Vaue Added Charge to become effective May 1 and the Reconciliation Charge for the Caendar Y ear.

Monthly Totd Vaue Added Charge: The Base Y ear Spark Spread is subtracted from the Spark
Spread for each hour of the Test Year.  Five percent (5%) of this difference is multiplied by the
Customer’s Mwh Generated Output during the same Test Year hour.  The resulting products are
summed for each month of the Test Year.  If such monthly valueislessthan or equal to zero, the
Monthly Totad Vaue Added Charge for that month will equd zero. If such monthly vaueis greater than
zero, such monthly vaue is the Monthly Totd Vadue Added Charge for that month.

Annud Totd Vaue Added Charge: The addition of the Monthly Totd Vaue Added Charges for the
twelve monthsin the Test Year.

Reconciliation Charge: Thetotd of the Vaue Added Charges collected from the Customer during the
Cdendar Y ear subtracted from the total of the VValue Added Charges that would have been collected
had the Vaue Added Charge been calculated based on the actua Spark Spreads during the Calendar
Year.

Issued by John J. Bishar, Jr., Executive Vice President, General Counsel and Secretary, Brooklyn, NY

Cancell ed by 4 Rev. Leaf No. 427.7 Effective 04/01/ 2006



