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2. Electric Efficiency Charge

Rates for service under the Company’s rate schedules are subject to a Charge to recover Eligible
Costs (hereinafter defined) applicable to that rate schedule incurred by the Company for conservation
program design and for specific conservation programs approved for inclusion in the Charge by the
Commission. The Charge is calculated for a 12-month period beginning January 1 of each year using
the procedures described below.

Calculation of Efficiency Charge

The Charge for the 12-month period beginning January 1 of each year is determined for each rate
schedule by dividing Eligible Costs expected to be allocated to the schedule for the 12-month period
by the kilowatt sales expected for that rate schedule over the 12-month period. Subject to prior
Commission approval, the Charge may be revised at any time to include additional conservation
programs or to otherwise adjust for significant changes in Eligible Costs. Details concerning the
calculation of the Charge are filed with and approved by the Commission prior to their use in billing.

For Charge calculation purposes, the costs and revenues from Schedules R, RD, EV, and RL,
Schedules G and GS, and Schedules P and T, are aggregated to form the Residential, Small General
Service, and Primary/Transmission Voltage Service classes, respectively. The Charge is combined with
Rider 15 — Demand Response Service, as appropriate, to comprise the EmPOWER Maryland Charge
line item on the Customer’s monthly electric bill.

The current Charges are as follows:

Rate Schedule Rate ($ per kilowatt-hour)
Residential (Schedules R, RD, EV, and RL) 0.00423
Small General Service (Schedules G and GS) 0.00942
General Service Large (Schedule GL) 0.00372

Primary/Transmission Voltage Service (Schedules P and T) 0.00156

Eligible Costs

Total costs eligible for recovery in a 12-month Charge period are program design costs and the
implementation costs for programs approved by the Commission, incurred from the following cost
categories:

(1) Program Costs. The regulatory asset includes program design costs, and implementation
costs such as customer education, marketing, rebates and buy-downs, capital, measurement
and verification (M&V) and evaluation for approved conservation programs. The regulatory
asset is amortized over five years and earns a return at the rate of the Company’s most recent
authorized electric system rate of return. Certain program costs, specifically behavioral
program costs and utility administrative costs, are expensed and will also be recovered.

(2) Imbalances. For each rate schedule, Imbalances are the differences between cumulative costs
eligible for recovery and revenues collected through the Charge as of December 31 of each
year. The estimated Imbalance includes 9 months of actual and 3 months of estimated data.
An Imbalance is debited or credited against the costs eligible for recovery during the 12-
months beginning January 1. During its disposition, an Imbalance earns interest at the
Company’s most recent authorized electric system rate of return. Such rate is adjusted for
taxes, when the Imbalance represents an under-collection of costs to the Company.
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2. Electric Efficiency Charge - continued

(3) Lost Revenues (Applicable to Schedules P and T only). Lost Revenues are attributable to
program impacts (demand and energy) not reflected in the test year of any Distribution rate
proceeding. Lost Revenues will be included in the Schedules P and T Charges on a prospective
basis. For prescriptive programs, an annual true-up will be made on the basis of the differences
in the number of measures installed with no retroactive adjustment for changes in the per unit
demand and energy savings estimates. However, prospective adjustments for per unit demand
and energy savings estimates will be made based on monitoring and verification information.
For custom programs, the annual true-up will be based on the calculation of actual Delivery
Service revenues lost.

Cost Allocation

The allocation of total Eligible Costs among the rate schedules participating in specific programs

is performed by cost category, as follows:

(1) Program Costs. The allocation of Program Costs is by a 2-step procedure.

Step 1: Costs will be allocated to specific programs as follows:
A) Direct Program Costs will be assigned to specific programs.
B) Common Costs will be allocated to each program in proportion to the directly
assigned Program Costs noted in (A) above.

Step 2: All costs within each program (Direct and Common) will be directly assigned, as
appropriate, to specific participating rate schedules and will be totaled to provide a
ratio used to allocate the remaining Program Costs among the rate schedules.

(2) Imbalances. Eligible Costs are assigned directly to the rate schedule of origination.
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