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GENERATION SUPPLY CHARGE-1

Beginning on January 1, 2011, the Generation Supply Charge-1 (GSC-1) shall be applied to
each kilowatt-hour supplied to residential customers who take Basic Utility Supply Service (“BUSS”)
from the Company under Rate Schedules RS, RTS (R), RTD (R), and small commercial and
industrial customers who take BUSS service under Rate Schedules GS-1, GS-3, GH-1 (R), GH-2 (R),
IS-1 (R), BL, SA, SM (R), SHS, SE, TS (R), SI-1 (R), and standby service for the foregoing rate
schedules. The GSC-1 will not apply to those Rate Schedule GS-3 customers who have a peak
demand of 500 kW or greater, but the GSC-1 will apply to those Rate Schedule LP-4 customers who
have a peak demand of less than 500 kW. This peak demand will be based on the customer’s peak
load contribution to PIJM peak load in the 2008-2009 PJM Planning Year. The GSC-1, determined in
accordance with the formula set forth below, shall be applied to all kilowatt-hours billed for BUSS

service provided during the billing month:

GSC-1

GS,

Where:

GSc-E 1
GSC-1 = X
S (1-T)

The Generation Supply Charge-1, stated in cents per kilowatt hour, shall be
calculated separately for each of the following two Customer Classes: (1)
residential, and (2) small commercial and industrial (taking service at secondary
voltage levels) as designated above.

The total estimated direct and indirect costs incurred by the Company to acquire
generation supply from any source on behalf of BUSS customers in the applicable
Customer Class. These costs shall be reduced by any revenue received by the
Company from the sale of Alternative Energy Credits that otherwise would have
expired.

The computation quarter (c) shall be each calendar quarter of the PJM Planning
Year over which the GSC-1, as computed, will apply. Projections of the Company’s
costs to acquire generation supply, adjusted for losses and including Alternative
Energy Credits, for the computation quarter shall include all direct and indirect costs
of generation supply to be acquired by the Company from any source plus any
associated generation supply-related procurement and administration costs. Any
costs incurred prior to January 1, 2011 shall be amortized ratably over the 29-month
period January 1, 2011 through May 31, 2013, and the quarterly amortization
amount shall be included in the computation of the GSC-1. In addition, the initial
computation quarter will include any applicable over or undercollection related to the
Generation Supply Charge (GSC) for the Residential and Small Commercial and
Industrial Customer Classes.

Experienced net over or undercollection of costs associated with the acquisition of
generation supply for BUSS customers as of the end of the calendar quarter ended
two months prior to the computation quarter, including applicable interest. Interest
shall be computed monthly from the month the over or undercollection occurs to the
month in which the overcollection is refunded or the undercollection is recouped.
Interest on recoveries of undercollections shall be calculated at the legal rate of
interest; interest on refunds of overcollections shall be calculated at the legal rate of
interest plus 2 percent annual interest.
(Continued)
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