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Revenue Decoupling Mechanism (“RDM”) Adjustment - Continued

Allowed Delivery Revenue is equal to the product of the average number of customers in the Rate
Year and the Rate Year RPC target for each customer group subject to the RDM. For RDM purposes,
one customer equals 360 days of service and is measured by the number of annual bills in a Rate Year
where one bill equals 30 days of service. The RPC targets for each customer group included in the
RDM are listed below:

Effective January 1
2017 2018 2019
SC No. 2 - Rate | $ 1,860.72 $ 1,924.86 $ 1,960.81
SC No. 2 - Rate Il 2,515.27  2,682.08 2,846.44
SC3 customers with 1-4 dwelling units 1,072.49  1,130.13 1,187.22

SC3 customers with more than 4 dwelling units 15,375.57 16,874.14  18,394.04

Due to the extension of the suspension period in Case 16-G-0061, the annual bills for the SC No. 2
customer groups for the rate year commencing January 1, 2017 will be adjusted to reflect the
reclassification of certain SC No. 2 customers between Rate | and Rate Il as a result of the change in
the applicability criteria for these sub-classes, as described in Section H.2. of the Joint Proposal
included in the Rate Plan approved in Case 16-G-0061. Actual delivery revenues will also be
adjusted.

Any resulting RDM adjustment will be surcharged or refunded through separate per therm
adjustments applicable to each customer group. Should the amount of any adjustment be less than
0.0001 cents per therm, the Company reserves the right to calculate the adjustment for a shorter time
period or to defer the adjustment to a future period. Except as described below, the RDM Adjustment
for each group will become effective in the second calendar month following the end of the twelve
month period for which the RDM adjustment is calculated and will be recovered over a twelve month
period. RDM adjustments by group will be shown on the Statement of Revenue Decoupling
Mechanism Adjustment. The Company will file such Statement with the Public Service Commission
no less than two working days prior to the start of each twelve month period that the RDM Adjustment
is to be in effect (and no less than two working days prior to any change in the RDM Adjustment as
set forth herein).

All refunds or surcharges billed to customers through the RDM adjustments shall be subject to
reconciliation at the end of each reconciliation period.

The Company may implement an Interim RDM Adjustment whenever the Company determines that
such an adjustment is necessary to avoid a large over- or under- collection, based on the Company’s
projection for that Rate Year of forthcoming RDM reconciliation balances. Any Interim RDM
Adjustment will be determined based on a twelve month recovery period and resulting higher or lower
revenues will be included in the annual RDM reconciliation.
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