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Transition Adjustnment for Conpetitive Services
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Applicability

A Transition Adjustnent is applicable to custoners taking
service under Service Gassification Nos. 1, 2, and 6 of this
Rat e Schedul e. Such custoners will be assessed a Transition
Adj ustmrent per Ccf of gas as set forth in the Statenent of
Mont hly Gas Adj ust nent.

Definitions for Purposes of this Transition Adjustnent
Pr ovi si on

"Avoi ded Costs" are the costs avoi ded by the Conmpany when
Conpetitive Services are provided by an entity other then the
Conpany for custoners served under this Rate Schedul e and are
based on migration to Conpetitive Services above the |evel
for the twelve-nmonth period ended June 2005.

"Conpetitive Services" are gas supply (including, where
applicable, credit and coll ections and theft investigation)
and billing and paynment processing.

"Conpetitive Services Credits" are the aggregate of credits
on Service Cassification No. 6 and No. 8 customers' gas
bills fromthe application of billing credits as set forth
under Ceneral Information Section 6.5 (2) "Transportation
Custonmers Billing Options" of this Rate Schedul e, |ess
billing service charges applicable to Marketers participating
in the Conmpany's Gas Transportation Service Program and
electing the Uility Single Bill Option under General
Information Section 6.5 (2).

"Conpetitive Services Rates" are applicable to Service
Classification No. 6 and refer to the aggregate of (i)
Conpetitive Supply-Related Charge that is avoided by all
Service Qassification No. 6 customers nultiplied by the
nunber of Ccf billed to such custoners and (ii) the
Conpetitive Supply Collections-Related Surcharge that is
avoi ded by non-POR Service O assification No 6 customers
nmul tiplied by the nunber of such custoners.

John D. McMahon, President, Pearl River, New York
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