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I. INTRODUCTION

In Order No. 89226, the Maryland Public Service Commission (“Commission”)
determined that it had authority to adopt alternative forms of rate regulations, to include
multi-year rate plans (“MRPs”), pursuant to Annotated Code of Maryland, Public Utilities
Article (“PUA™) §7-505(c). The Commission concluded that a properly designed MRP
could provide advantages over traditional rate cases, including shorter regulatory lag, more
predictable utility revenues and customer rates, spreading rate changes over several years,
increased transparency into utility planning, and potentially lower regulatory burdens. By
Order No. 89482, issued February 4, 2020, the Commission established a framework for a
Multi-Year Rate Plan Pilot (the “MRP Pilot™).? It was the Commission’s determination that
“undertaking a pilot will allow it to evaluate the use of MRPs in a controlled manner with
minimal administrative burden and limited regulatory uncertainty for the initial utility
seeking a pilot MRP.”

Rather than immediately adopting MRPs statewide, the Commission chose a pilot
approach involving the first Maryland utility to submit a qualifying MRP application. The
Commission intended that the experience gained from the MRP Pilot would then inform
future regulations.

In this Order, the Commission considers the oral and written comments presented

! Order No. 89226, Exploring the Use of Alternative Rate Plans or Methodologies to Establish New Base
Rates for An Electric Company or Gas Company, PC 51, and In the Matter of Alternative Rate Plans or
Methodologies to Establish New Base Rates for An Electric Company or Gas Company, Case No. 9618, slip
op. (Aug. 9,2019). Maillog No. 226375 (“Order No. 89226”).

2 Order No. 89482, In the Matter of Alternative Rate Plans or Methodologies to Establish New Base Rates
for an Electric Company or Gas Company,Case No. 9618 (Feb. 4,2020), Maillog No. 228451 (“Order No.
89482”).

3 Order No. 89482 at 2.



by various stakeholders participating in the Lessons Learned proceeding and assessing: (1)
whether the MRP Pilot met its intended goals, (2) whether the MRP construct should be
continued as structured, substantially modified or abandoned altogether as an alternative
form of ratemaking in Maryland, and (3) if it is determined that the MRP construct should
continue in some manner, what recommendations for improvements offered by various
stakeholders should be further explored and examined for incorporation into the MRP

construct for the future regulations.

I1. PROCEDURAL HISTORY

In Order No. 89226, the Commission evaluated alternative forms of ratemaking and
determined that a properly constructed multi-year rate plan (“MRP” or “MYP”)* could
result in just and reasonable rates and yield several benefits such as shortening the cost
recovery period, providing more predictable revenues for utilities and more predictable
rates for customers, spreading changes in rates over multiple years, and decreasing
administrative burdens on regulators by staggering filings over several years.’
Subsequently, on February 4, 2020, the Commission issued Order No. 89482, which
adopted a framework for an MRP Pilot program for the Maryland utility that would be the
first to file an MRP application and volunteer to serve as the “Pilot Utility.”® On February
5,2020, Baltimore Gas and Electric Company (“BGE”) filed a letter” with the Commission

expressing its willingness and desire to serve as the Pilot Utility. On May 15, 2020, BGE

4 As discussed in previous orders, parties have used the acronyms MYP and MRP to refer to multi-year rate
plans. This Order uses the terms interchangeably.

3> Order No. 89226 at 54.

6 Order No. 89482 at 1-2.

7 Maillog No. 228461.



filed its MRP application as the Pilot Utility, which initiated Case No. 9645.%

Following BGE’s initial MRP application, the Commission’s Technical Staff
(“Staff’) conducted discussions and filed a Lessons Learned Report focused on certain
changes to the MRP application process, which the Commission addressed in Order No.
90401 (October 28, 2022).° Since BGE’s initial MRP application as the Pilot Utility, an
MRP was also approved for the Potomac Electric Power Company (“Pepco”) in Case No.
9655'? and through settlement for Delmarva Power & Light Company (“DPL”) in Case No.
9681.!" However, during the evidentiary hearing in Case No. 9655, Pepco witness
McGowan acknowledged that even though Pepco was not the Pilot Utility, it agreed to be
subject to the same standards and requirements established by the MRP framework in Order

No. 89482.

COMMISSIONER LINTON: Good afternoon, Mr. McGowan. I have a couple of
questions for the company. I'll start with your testimony and response to AOBA
Witness Oliver in your rebuttal, I believe on page 24, where you noted—you're
referencing Order 89482 where the Commission first established the MYP pilot
concept. As part of that at the time we were looking for one company to serve as
our pilot utility. As you know BGE filed fairly quickly after we issued the order
accepting the opportunity to serve as the pilot utility. Mr. Oliver suggests that
there's some lack of clarity whether or not this should be considered one of our
pilots. We already had one and now we have a second one as a result of this filing.
So just as an outset question and for purposes of the record. When BGE filed they
voluntarily requested the opportunity to participate in the pilot. We didn't get a
similar letter from PEPCO. There wasn't any kind of public statement stating that
the company wanted to be held to all of the same standards and requirements. So I
guess by your testimony here today, is it fair to say that PEPCO is accepting

8 Maillog No. 230267. Case No. 9645, Application of Baltimore Gas and Elec. Co. for an Electric and Gas
Multi-Year Plan.

 Maillog No.230267.

10 Order No. 89868, Potomac Elec. Power Co.’s Application for an Electric Multi-Year Plan, Case No. 9655
(Jun. 8,2021) (“Order No. 89868”).

1 Order No. 90445, Delmarva Power & Light Co.’s Application for an Electric Multi-Year Plan (Dec. 14,
2022) (“Order No. 90445”).



all of the same standards and requirements of the pilot that were established
from the beginning?

MR. McGOWAN: Yes, we are. It's our expectation that the Commission is
establishing rules for multi-year rate plans what the regulations are and then
there will be a lessons learned and then file regulations a couple years out. We
believe that as companies filing multi-year rate plan before that occurs, that
they're building on rules and decisions made by the Commission. So we opted
to file our multi rate plan in a similar way as [BGE] did. We tried to align it to
how the Commission had decided such that you can have consistency in the multi
rate plans that are approved in the state.!?

Further, the Commission noted in Order No. 89868 that “[d]espite the
Commission’s desire for a “lessons-learned” analysis following the issuance of the BGE
MPR Order, and the opportunity to develop regulations governing Alternative Form of
Regulation (“AFOR”) utility multi-year plan requests, the MRP Pilot Order did not
preclude the filing of the multi-year request made by Potomac Electric Power Company
(“Pepco”) before the BGE MRP Order issued.”!® The Commission admonished that
“unlike BGE’s MRP proposal, Pepco’s application was not the pilot. Therefore, the
Commission [would] not reiterate verbatim its instructions from the BGE MRP Order.
However, until MRP regulations have been drafted and promulgated, the Commission
expects compliance with those instructions in all future MRP proposals.”

On January 1, 2024, in Order No. 90948, the Commission approved a second MRP
for BGE in Case No. 9692.'* The Commission issued Order No. 92106 on December 22,
2025, which addressed BGE’s first MRP Rate Year Three Reconciliation (“RY3”), the

final reconciliation regarding BGE’s initial MRP rate case and completing a full cycle of

12 Hr’g, Tr., Case No. 9655 Vol. 1, 141:14-143:6 (Apr. 26,2021) (emphasis added).

13 Order No. 89868 at 1-2.

14 Order No. 90948, Baltimore Gas and Elec. Co.’s Application foran Electric and Gas Multi-Year Plan,
Case No. 9692 (Jan. 1,2024) (“Order No. 90948™).
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the Pilot Utility’s initial MRP.'> BGE’s second MRP concluded with the Commission’s
issuance of Order No. 90948 in Case No. 9692.

On August 15, 2024, the Commission issued a Notice initiating this MRP Lessons
Learned proceeding and seeking comments from stakeholders and other interested parties
on how BGE’s first MRP fared relative to the goals and potential benefits discussed in
Order No. 89226 and in comparison, to traditional ratemaking. The Notice established a
procedural schedule that included an in-person legislative-style hearing that was held on
October 15 and 16, 2024.'¢ Additionally, the Notice solicited comments from BGE, and
other interested stakeholders or affected parties on various topics including, but not limited
to, the following:

(1) what, if any, appreciable improvements in State policy objectives have been
achieved under the MRP compared to traditional ratemaking;

(2) whether the potential shortened cost recovery period was achieved and its
impact on customers and other aspects of the ratemaking process such as cost
disallowance;

(3) whether rate predictability was achieved and its impact relative to traditional
ratemaking;

(4) whether administrative burdens actually decreased on the Commission and
other stakeholders;

(5) whether greater transparency into capital spending and improvements in system
reliability have been realized compared to standard ratemaking; and

(6) whether more utility innovation and equitable risk distribution have been
achieved relative to traditional ratemaking.

15 Order No. 92106, Application of Baltimore Gas and Elec. Co. for an Electric and Gas Multi-Year Plan,
Case No. 9645 (Dec. 22,2025) (“Order No. 92106”).

16 Maillog No. 311808, Errata to Notice Issued on Pilot MRP Lessons Learned, Case Nos. 9618 and 9645,
(Aug. 20, 2024).



On September 16, 2024, Initial Comments were filed by the following parties:
Maryland Energy Administration (“MEA”);!” Apartment and Office Building Association
of Metropolitan Washington (“AOBA”);!* Pepco and DPL (collectively, “The PHI
Companies”);!'? International Brotherhood of Electrical Workers (“IBEW Local 4107);2°
BGE,?! Office of People’s Counsel (“OPC”);?? Office of Staff Counsel (“Staff”);??
Constellation Energy Generation, LLC and Constellation Newenergy, Inc.
(“Constellation”);?* and WeaveGrid.?

On September 25, 2024, the Commissionissued a Notice providing for additional,
in-person, legislative-style hearings in Case Nos. 9618 and 9645 to be held on Wednesday,
October 16, 2024 and Thursday, October 17, 2024 at 10:00 a.m., if needed.?®

Several parties filed Reply Comments including BGE,?” The PHI Companies,?®
Staff,>® and OPC.>° Additionally, several parties including Staff,?! The PHI Companies??

and BGE?? filed slide presentations to be referenced and reviewed during the October 15

hearings.

17 Maillog No. 312339 (“MEA Initial Comments”).

18 Maillog No. 312344 (“AOBA Initial Comments™).

19 Maillog No. 312352 (“The PHI Companies Initial Comments™).
20 Maillog No. 312357 (“IBEW Local 410 Initial Comments”).

21 Maillog No. 312358 (“BGE Initial Comments™).

22 Maillog No. 312359 (“OPC Initial Comments”).

23 Maillog No. 312360 (“Staff Initial Comments”).

24 Maillog No. 312361 (“Constellation Initial Comments™).

25 Maillog No. 312595 (“WeaveGrid Initial Comments”).

26 Maillog No. 312512.

27 Maillog No. 312730 (“BGE Reply Comments”).

28 Maillog No. 312731 (“The PHI Companies Reply Comments”).
29 Maillog No. 312734 (“Staff Reply Comments”).

30 Maillog No. 312737 (“OPC Reply Comments™).

31 Maillog No. 312988 (“Staff Slideshow Presentation”).

32 Maillog No. 313005 (“The PHI Companies Slideshow Presentation”).
33 Maillog No. 313007 (“BGE Slideshow Presentation”).

6



On October 15 and 16, 2024, the Commission held a legislative-style hearing on
the MRP Lessons Learned.

On December 13 2024, the Commission received post-hearing briefs from
AOBA;** MEA;?*> The PHI Companies;*® OPC;*’ BGE;*® and Staff.*’

On May 20, 2025, Governor Wes Moore signed into law, effective June 1, 2025,
the Next Generation Energy Act (“NGEA”), which among other things added criteria that
utilities must show to have an MRP plan approved. The new law also prohibited utilities
from filing for the reconciliation of cost or revenue variances. As a result of the new law,
the Commission issued a Notice of Opportunity to Update Briefs in light of NGEA.*°
Updated briefs were filed on or about September 5, 2025 by the following parties: AOBA;*!
MEA;** BGE and The PHI Companies;** OPC;* Staff;* the Maryland Energy Advocates
Coalition (“MEAC”);* and Ceres, Inc.*’

On May 12, 2026, Governor Wes Moore signed into law, effective July 1, 2026,
the Utility Reducing Energy Load Inflation for Everyday Families (RELIEF) Act, which
among other things further modified the statute by stating explicitly that multi-year rate

plans may have asymmetrical reconciliation of cost or revenue variances in favor of

34 Maillog No. 314217 (“AOBA Final Brief”).

35 Maillog No. 314231 (“MEA Initial Brief”).

36 Maillog No. 314243 (“The PHI Companies Initial Brief”).
37 Maillog No. 314246 (“OPC Initial Brief”).

38 Maillog No. 314247 (“BGE Initial Brief”).

39 Maillog No. 314248 (“Staff Initial Brief”).

40 Maillog No. 321220.

41 Maillog No. 322148 (“AOBA Updated Brief™).

42 Maillog No. 322152 (“MEA Updated Brief™).

43 Maillog No. 322155 (“Joint Exelon Utilities Updated Brief ).
44 Maillog No. 322167 (“OPC Updated Brief™).

45 Maillog No. 322169 (“Staff Updated Brief”).

46 Maillog No. 322177 (“MEAC Comments”).

47 Maillog No. 322184 (“Ceres Comments”).



customers. The RELIEF Act also imposed a time-limited prohibition upon forecasted test
years and required the Commission to conduct further proceedings to determine if

projected, hybrid, or fully-historic test years are in the best interest of ratepayers.

III. DISCUSSION & FINDINGS

A. MRP Goal Achievement Assessment

This section examines whether the current MRP framework and process met the
Commission’s intended goals as set forth in Order Nos. 89226 and 89482. It summarizes
each party’s assessment on whether the goals were met, any shortcomings discovered
during the implementation of the MRP pilot and any recommended improvements to be

considered should the MRP ratemaking model continue in the future.

1. Goal 1: Shortening the cost recovery period

a. BGE

BGE argues in its initial comments that the MRP process reduces regulatory lag
and enhances insight into prudency, which provides a balanced risk-reward proposition for
all stakeholders.*® BGE asserts that “[t]he nature of historic test year ratemaking creates
regulatory lag and uses it as a cost control stick for the utility;” and observes that by the
rate effective period, test year costs are in the past.*” In contrast, BGE contends that
regulatory lag has been reduced under the pilot MRP, as rate base and operating income

are based on forecasted values that align with the rate effective periods.>° BGE argues that

48 BGE Initial Comments at 17.
Y.
50 Id.



“[t]he MYP is structured to carefully balance the distribution of risk between utilities and
customers—for example, construction work in progress is not included in rate base, which
means that customers do not begin paying for utility investments until they are used and
useful.”!

Further, BGE notes that contrary to the belief of some parties, the company has not
earned more than its return on equity (“ROE”) under the MRP process. BGE indicated that
“during the MRP pilot years of 2021-2023, the Company’s earned ROE for electric
distribution and gas have been around 150 basis points below the authorized ROEs, a
percent difference of 15%.”°2 BGE also argues that the MRP’s reconciliation process acts
as a check to ensure the Company will not over-earn its ROE by requiring the company to
return any over-recovery of the allowed revenue requirement through a reconciliation rider
to include carrying costs.>®> BGE points out that under the historic traditional ratemaking
model “[i]fthe Company earns more than its authorized ROE, it is not required to come in
for a rate case and return the over-recovery to customers.”>* Therefore, BGE argues that it
is to the benefit of customers to allow the utility to use the MRP construct versus the
historic ratemaking construct.

Additionally, BGE in conjunction with Pepco and Delmarva (together the “Joint
Exelon Utilities) argued that a properly structured MRP would be beneficial to the financial
health of the utility and noted that Regulatory Research Associates (“RRA™), a subsidiary

of S&P Global, raised the regulatory environmental ranking for Maryland following the

STd.

521d. at 17-18.
33 1d. at 18.

54 1d.



implementation of MRPs as progressive ratemaking to address regulatory lag.’> BGE
pointed out, however, that RRA has since downgraded Maryland’s ranking three times and
now views Maryland as having the most restrictive regulatory climate of any state in the

U.S.
b. PHI Companies

The PHI Companies argue that “[j]ust and reasonable rates entail giving a utility
an opportunity of earning its authorized rate of return as long as the utility is performing
prudently.”>® The PHI Companies contends that the MRP paradigm provides a utility with
an improved opportunity to earn its rate of return (“ROR”) by reducing the regulatory lag
associated with traditional historic test year (“HTY”) ratemaking.>’ In their joint initial
comment, the PHI Companies indicated that the MRP construct as developed by the
Commission provided the Companies the opportunity to recover their investments in the
distribution system in a timelier manner because rates were set in a forward-looking
manner.’® The PHI Companies stated that by allowing the utility distribution system
investments over a three-year period, the regulatory lag present with traditional HTY
ratemaking has been reduced. They pointed out that in Case No. 9702, a response to Staff
DR 1-10revealed that “Pepco’s earned ROEs from the seven years leading up to the filing
of its first MYP averaged 7.89%, while the earned ROEs from the three MYP rate years

averaged 8.74%.”°° Similarly, they noted that in a response to Staff DR 5-10 in Case No.

35 Joint Exelon Utilities Updated Brief at 16-17.

36 The PHI Companies Initial Comments at 6.

STId.

8 Id. at 6-7.

9 Id. at 7, referencing Case No. 9702, Potomac Elec. Power Co.'s Application for Adjustments to its Retail
Rates for the Distribution of Electric Energy.
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9681, DPL’s earned ROEs from 2011 through 2021 averaged 6.59%, while Rate Year 1 of
DPL’s first MRP showed an earned ROE of 10.73%, leading to a $7.3 million over
collection of revenue, which DPL is returning to customers over the August 1, 2024, to
June 30, 2025, period.®®

In its initial comments, the PHI Companies argue that the traditional historic test
year ratemaking model does not have an ingrained process that would allow over-earning
to be returned to customers. They also pointed out that use of MRPs does not eliminate
regulatory lag entirely nor does it guarantee that the utility will earn its authorized ROR. ¢!

The PHI Companies argued that the improved opportunity for a utility to earn its
authorized return has benefits for customers by permitting better credit metrics for the
utility and lowering borrowing costs that become savings passed to customers when rates
are set.®? Additionally, the PHI Companies claimed that the financial health of the utility
provides better access to the credit markets, but cautioned that MRPs “do not create an
environment where shareholder interests are favored to the detriment of customers.”%* The
PHI Companies highlighted that the MRP construct does not prohibit the Commission or
other stakeholders from challenging the investments made by the utility in the distribution
system during an MRP.** Therefore, these investments under an MRP are still subject to
the same risks of disallowance under the traditional HTY model.®> The PHI Companies

commented that the MRP provides the Commission and stakeholders with another tool not

60 Id. at 7, referencing Case No. 9681, Delmarva Power & Light Co.'s Application for an Electric Multi-Year
Plan.

61 The PHI Companies Initial Comments at 7.

2 Id.

S Id.

64 Id. at 8.

6 Id.
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available with traditional HTY but without diminishing other aspects such as requiring that
the utilities retain the burden of proof, cost recovery disallowances for distribution system
investments that are determined not to be used and useful, and certain other customer
protections.®¢

Additionally, the PHI Companies asserted that MRPs improved their opportunity
to earn their authorized return, claiming that “[a]llowing distribution system investments
over a three-year period has helped the Companies reduce regulatory lag that would have

been present in traditional [historical test year] ratemaking.”®’

c. OPC

OPC observes that while MRPs have shortened the cost of recovery period, that
acceleration has encouraged utilities to make unnecessary capital investments that drive up
customer rates.®® OPC noted that “there is no evidence that reducing regulatory lag afforded
any customer benefit.”® OPC explained that in traditional HTY ratemaking, regulatory lag
serves as a constraint mechanism requiring a utility to wait until a subsequent rate change
to begin recovering the costs of investments made after its most recent rate case and the
investment has proven useful to customers.”® Under the MRP construct, OPC points out
that utilities include forecasted additions to plant in base rates which allows them to recover
the costs of new capital investments contemporaneous to when they are incurred.”! OPC

argued that “reductions in regulatory lag increase the likelihood that utilities—Ilogically

%6 Id.

67 The PHI Companies Initial Brief at 22-23.
68 OPC Initial Comments at 17.

0 JId.

0 7d.

Id.
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pursuing their private interests—will be over-aggressive in increasing their capital
expenditures, to the point they are no longer cost-effective.”’?

OPC contends that utility profitability is driven by how well costs are controlled.
Therefore, as costs rise a utility’s earned ROR falls and conversely as utility costs lower,
the earned ROR increases. Accordingly, OPC claims that “regulatory lag incentivizes a
utility to improve cost-effectiveness by enabling it to earn a higher return.””* OPC further
concludes that reducing the regulatory lag period lessens the reward for containing costs
and reduces the penalty for cost effectiveness. Thus, regulatory lag should be viewed as a
key feature of standard ratemaking that forces utilities to constrain capital spending, and
the MRP construct weakens this customer protection.”

OPC also dismisses the claim that reducing regulatory lag causes utilities to
advance State policy objectives in a way that cannot be done under standard ratemaking
because investors are more willing to provide capital for policy-advancing investments
under the MRP construct. OPC argues that the same level of security for investors is offered
in standard ratemaking as the MRP and provided examples of the installation of smart
meters and the development of EV charging stations to name a few. Moreover, OPC noted

that it is unaware of any instance in which a utility has struggled to raise capital for such

investments.”’

21d. at 18.

3 Id.

74 OPC Initial Brief at 18-19.
51d. at 19.
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d. Staff

In its initial comments to this filing, Staff notes that “unlike the standard rate
proceeding, the MRP process in practice has resulted in customers having rate increases
over each year of the rate effective period.”’® As a result, Staff contends that “the
experience of customers may be that the MRP process results in more rate increases than
traditional ratemaking procedures.””’” Further, Staff observes that by approving the levels
and types of spending during the MRP rate-effective period and approving rates for a given
revenue requirement, the MRP process may reduce the scope of any future prudency
review to the consideration of whether the utility has diligently and prudently carried out
its spending plans.”®

Staff contends that the achievement of a shortened cost recovery period is unclear
and that the MRP format “transfers more risk from the utility to customers.””® Staff notes
that the MRP includes projects that form the basis for rates that customers will pay on a
year-to-year basis and that the utility submits detailed spending plans with varying levels
of support. Staff commented that under the current structure it and other intervenors rely
upon the asymmetric distribution of data regarding the spending plans to evaluate whether
a utility may be adequate.®? Staff observes that utilities provide “limited support for
changes in projects either in the proposed project list or in the type and quantity of projects

it seeks to recover.”®! This forces Staff and the other intervenors to query the utility about

76 Staff Initial Comments at 5.
TId.

8d.

Id.

80 1d.

81 1d. at 6.
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changes to the plan. Staff argued that it would be more advantageous if the utility were
required to better support its spending plans including any modifications to its filed and
approved plan.®? Staff further commented that currently the utility provides only a simple
description of how the budgeted spending changed from the proposed spending which
formed the basis of the rates. Staff noted that the utility does not unilaterally provide
adequate support as to why its spending decisions are justifiable or reasonable; rather, Staff
and the intervenors must interrogate the spending and decide whether the utility’s spending
decisions were appropriate.®® Staff argued that this current MRP model is biased to the

utility.®*
e. AOBA

AOBA acknowledges that the MRP construct has shortened the cost recovery
periods for Maryland utilities but argues that the real question “is whether those shortened
cost recovery periods are necessary, appropriate and justifiable from a ratepayer
perspective.”® To that deeper question, AOBA argues that where large differences
between budget and actual expenditures occur, “shortened cost recovery periods for utility
operating expenditures that were not budgeted and capital projects that have not be[en]
presented for review prior to the approval of rates for future periods are inappropriate.”%¢

AOBA claims that shortened cost recovery lessens management accountability and

diminishes incentives for utility cost control.®” Further, AOBA contends that “absent

82 Id.
83 Id.
84 Id.
85 AOBA Initial Comments at 6.
86 Id.
87 Id.

15



confidence in a utility’s ability to forecast future expenditures with reasonable accuracy
and a priori assessment of the prudence of expenditures, there can be no basis for an
assumption that either a utility’s budgeted or actual capital expenditures were prudent and
no basis for accelerating cost recovery.”®® Moreover, AOBA argues that “accelerated cost
recovery of capital costs in the context of unconstrained capital spending is incompatible
with the maintenance of affordable electric service for Maryland ratepayers.”%’

AOBA argues that Maryland statute mandates that the burden of proof in rate case
proceedings lies with the utility and that the applicant must show a preponderance of the
evidence that the proposed rates are just and reasonable.’® AOBA notes that PUA § 4-201
requires that any public service company operating in Maryland “charge just and
reasonable rates” and that such rate is defined, in part, as a rate that “fully considers and is
consistent with the public interest.”’! AOBA argues that MRP’s have provided utilities

with shorter cost recovery periods while significantly impeding all parties, including the

Commission, an ability to disallow costs based on a quantitative or reasonable basis.*?
f Constellation

Constellation commented that “while the shortened cost recovery period may have
been achieved, its impact on customers has been largely negative, resulting in higher bills
and allowing utilities like BGE to recover forecasted expenditures without sufficient

scrutiny.””? Constellation argues that the forecasting and reconciliation process during the
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MREP is less rigorous than the full prudency reviews in a traditional ratemaking case.”*
Arguing that the MRP allows for a simpler process via an adjustment rider for utilities to
recover overspending as compared to traditional ratemaking, Constellation expresses
concern that under MRP construct “there is no incentive for BGE [or any utility] to
underspend” and the Commission’s ability to review and disallow imprudent spending has

been reduced.”?

2. Goal 2: Enhanced transparency, proactive information sharing. and
discovery

a. BGE

BGE asserts that more transparency into a utility’s planning process as a key part
of the MRP construct was proven true.”® BGE stated that the Company proactively
provided a significant amount of documentation and details regarding the planning process
that would not have been provided under HTY ratemaking. BGE noted that under the HTY
model “stakeholders do not receive any information about utility investments until after
they have been made.”’” BGE stated that stakeholders do not have an opportunity to
preview proposed work or give feedback prior to the utility making investment decisions.
Additionally, BGE points out that with HTY ratemaking the focus is primarily on a singular
year whereas with an MRP construct the utility provides around two years of actual cost

data and up to three years of forecasted data which represents a big difference in terms of

94 Id.
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96 BGE Initial Comments at 8.
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cost and workplan information on economic drivers, trends and anomalies available to
parties.”®

BGE also indicated that it supplements the cost data with project specific
information and further substantiates its rate application with detailed testimony from
Company operational witnesses as well as senior managers and executives. The Company
argued that “[t]his unprecedented level of access to high-ranking company leaders, coupled
with an immense amount of portfolio and project-specific justification, allowed
stakeholders to become deeply familiar the Company’s plans, strategy, and goals for
providing a safe, reliable, and resilient system for its customers in a cost-effective
manner.”* Further, BGE remarked that such transparency is valuable to stakeholders to
help increase their understanding of utility operations throughout this process, as well as
giving stakeholders an opportunity to provide feedback including recommending the
Company make changes to its plan, whether it be addressing specific projects, changing
the pace of investments, etc.'%

BGE highlighted the change in volume of discovery that BGE has received in its
first two MRP rate cases compared to previous historic rate cases. BGE asserted that the

increased volume of discovery demonstrates a higher level of engagement with

stakeholders.'?!
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Table 1:

Number of Data Requests in MRP Cases vs. Recent HTY Cases'??

Case Number No. Data Requests Average No. Data
(excl. subparts) Requests (excl. subparts)

CN9692 2,230

CNO9645 2,286

MYP Cases 2,258

CN9610 936

CN9406 853

CNO9326 874

CN9299 723

CN9230 941

Recent HTY Cases 865

BGE noted that in contrast to HTY ratemaking where witnesses primarily testified
about ROE, the overall revenue requirement, cost of service and rate design, the MRP
structure allows parties to gain more insight during discovery in the Company’s forecasted
plans, details on project prioritization, problem statement, solutions, benefits and other key
information as well as available project authorization materials.
discussed other MRP-required annual compliance filings (i.e., Annual Informational
Filing) which provides revised forecasts for upcoming projects and associated costs. BGE

argued that the MRP is intended to ensure that the Commission and parties can review and

103

102 Jd. See Table 2: Number of Data Requests in MRP Cases vs. Recent HTY Cases.

1037d. at 11.

19

The Company also



provide feedback on a utility’s workplans including spending. The Company pointed to a
few examples of how that occurred in its MRP rate cases such as the Commission reducing
BGE’s planned capital by $175 million over 2021 to 2023 in Case No. 9645 and reducing

capital spending by approximately $500 million in Case No. 9692.
b. The PHI Companies (Pepco and Delmarva)

In its initial brief, the PHI Companies commented that “under the traditional
ratemaking paradigm, the Commission reviews costs and investments by primarily looking
backwards - using a historical approach - which means what utilities planned for future
investments are typically not a major part of the rate case review process.”!** Under the
HTY ratemaking model, stakeholders have the ability to comment on utility capital
spending because it is beyond the scope of the HTY base rate case proceeding. %> Whereas,
in Pepco’s and DPL’s MRPs, both the Commission and other stakeholders could gain
greater insight, understanding and oversight into the utilities’ capital investments and
spending plan by providing the Companies’ capital and operations and maintenance
(O&M) plans in advance.!% Pepco and DPL argue that the current MYP construct requires
providing utility capital spending information before, during and after capital spending and
distribution system investments are made.!®” The PHI Companies point out that the MYP
minimum filing requirement “includes justification for distribution programs and detailed
project level work plans before costs are incurred and supports the review of those

investments after projects are completed to determine whether the investments were

104 The PHI Companies Initial Comments at 12.
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prudent, and the money spent was well.” (emphasis added) Therefore, the PHI Companies
argue that stakeholders under MYP construct are “given ‘two bites at the apple’ to review
capital projects and investments.”!%3

The PHI Companies noted that the MRP construct facilitates a process by which a
utility provides detailed data to explain variances from budgeted amounts. The PHI
Companies argued that this is beneficial because “budgets are just that—projections of
amounts the utility will spend based on the best information at the time those budgets are
developed.”!? The PHI Companies noted that several exogenous factors come into play
after a budget is developed that are beyond the utility’s control, particularly with projects
with long lead times such as inflation, global crises that disrupt supply chains, and severe
storms or other unforeseen incidents.'!?

The PHI Companies argue that “the MRP construct contemplates those situations
where variances will occur and has safeguards in place, such as the reconciliation
proceeding, to ensure that rates charged to customers remain just and reasonable.”!!!
Unlike the HTY ratemaking model, the PHI Companies assert the MYP construct balances
the needs of the Commission, stakeholders and customer in a more equitable manner. !1?
Both companies highlight that the MYPs forward-looking approach helps the Commission

and stakeholders gain insight and influence into utility capital plans and system

investments that is not possible under the traditional HTY ratemaking paradigm.'!? With
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MRPs allowance of greater transparency into utility capital spending and system
investments the PHI Companies’ make more proactive investments, which has resulted in

higher customer satisfaction as reported in customer satisfaction surveys.!!*
c. OPC

OPC conceded that as a general matter “MRPs afford stakeholders greater insight
into utility planning than standard ratemaking,” however, OPC argues that the increased
transparency is largely illusory and have yielded few tangible benefits that outweigh the
detrimental impacts to customers.!!> First, OPC pointed out that the transparency “means
little when the stakeholder review has little impact on the work a utility actually chooses
to perform.”!!6

Since the MRPs gives utilities the discretion to deviate from their proposed capital
plans that were subject to stakeholder and Commission review, then the increased
transparency becomes less meaningful.!'” OPC acknowledged that the utilities retaining
some discretion is appropriate with respect to safety and reliability projects as they are in
the best position to determine the necessary work to be prioritized. However, for more
discretionary capital investments, OPC argues that this discretion renders hollow the
transparency benefits that advanced review of utility capital plans provides.!'® To support

its position, OPC pointed to AOBA witness Bruce Oliver’s testimony in Case No. 9702

(Pepco’s 2" MRP) where Mr. Oliver testified that more than half of Pepco’s capital
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expenditures for Rate Years 1 and 2 in the company’s first MRP had significant departures
from the capital budgets and project lists reviewed by the Commission and stakeholders in
Case No. 9655 (Pepco’s 1% MRP). With such deviation, OPC argued that “there is little
benefit to having ‘multiple bites at the apple’ to review and challenge the utility capital
investments if that first ‘bite’ is not meaningful.”!"?

Second, OPC contends that the transparency provided in an advanced review of
forecasted capital plans is limited. OPC noted that MRPs provide at most a three-year
window into a utility’s plans and do not require utilities to provide additional visibility into
longer-term plans that may be influencing the investment decisions. Without this context,
OPC questions the Commission’s capacity to ensure that utilities’ short-term plans align
with the long-term plans and that the long-term plans are being pursued cost-effectively
and not piecemeal.

OPC also argued that the increased transparency benefit is limited by the utilities
“heavily curating the information” provided in the MRP filings. OPC described the
information as general program descriptions with very briefand high-level explanations of
hundreds of projects which offer a very limited view of the utility’s short-term spending
plans. With the level of information provided, OPC notes that stakeholders would still need
to engage in significant discovery to better understand the context, justification, and
reasonableness of the utility’s planned investments.'2°

Next, OPC argued that the advanced approval of a utility’s forecasted plan shifts

the burden to other parties to show that approved programs and projects were imprudent

19 74,
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and reduces the risk of disallowance relative to HTY ratemaking where there is no pre-
approval.'?! Hence, OPC contends that the stakeholder transparency gains in the MRP are
“outweighed by the consequences of ever-increasing base distribution rates driven by
bloated utility investment plans” when the Commission could have used other measures to

increase transparency within the HTY ratemaking construct. 22

d. Staff

Staff commented that in general, “MRPs provide greater transparency into utility
spending plans versus traditional rate cases.”!'?? Specifically, Staff noted that an advantage
of an MRP rate case over an HTY case is that the MRP case requires the utility to file
yearly proposed capital and O&M project lists prior to the implementation of those projects
by the utility. Staff notes that the project list filing provides Staff and other stakeholders
with insight into a utility’s planning processes and an opportunity to examine proposed
programs including project purpose, implementation timing and estimated costs.
Contrastingly in the HTY case, all the costs associated with capital and O&M projects
presented by the utility in that rate case will have already been invested leaving the
Commission and other stakeholders to evaluate the costs for prudency and not necessarily
the projects forecasted purpose and the timing.'?*

However, Staff indicated that the full transparency benefits of MRPs could be

enhanced if utilities were required to demonstrate expected quantitative benefits associated

121 1d. at 28-29.
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with proposed projects and investments.!? In its brief, Staff recommended that should
MRPs continue then filing requirements must be enhanced to better assist parties and the
Commission in evaluating projects including requiring projects over a certain dollar
threshold to include a listing of quantitative benefits that are expected, a breakdown of
resources that are expected to be utilized and detailed written testimony in support of
projects above a certain dollar threshold.!?® Staff recommended the following additional
enhancements for better transparency: require a utility to explain changes between the
original budget and those reflected in the current or updated Project List; require mid-year
reports to identify project-list changes, and annual informational filings should identify
completed projects, project deferrals including the reason for deferrals.'?’ Staff argued that
parties should not have to discover through extensive data requests why a utility’s actual
spending and projects differ from what the Commission originally approved. '
Concerning system reliability, Staff commented that while it may be true that the
current MRP format provides a greater look into the utilities’ O&M and capital spending,
it is less clear that the gained transparency results in greater improvements in the electric
distribution system reliability over that which the HTY ratemaking model would have
achieved.!?® Staff noted that the “requested transparency does not adequately shield non-
utility parties from having to shoulder prudency risk, etc.”!*? Regarding the improvements

in system reliability that have occurred, Staff credits the promulgation of RM43 regulations
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more than the MRP process relative to traditional ratemaking. 3! Staff stated that there is

no evidence that MRPs have produced greater system reliability. 32
e. AOBA

AOBA disputes the claim that MRPs provide greater transparency into utility
capital spending than traditional HTY ratemaking.!3* AOBA argues that the utility MRP
reconciliation filings amply demonstrate that forecasted capital budgets for MRP rate years
“constitute little more than ‘wish lists’ of projected expenditures that enable a utility’s
parent company to meet its aggressive earnings growth projections.”!* For the MRP rate
cases, AOBA noted that reported actual capital expenditures have reflected large deviations
between the composition of forecasted capital expenditures and the composition of the
actual capital expenditures subsequently reported for those years.'*> With such dramatic
deviations, AOBA contends that a utility’s representations of “[t]ransparency in capital
planning hold little meaning.” Accordingly, AOBA comments that transparency does not
lie in explanations of the processes for approving projects but in public presentation of
actual supporting data and analysis.

AOBA uses Pepco’s two MRP cases to illustrate that the utility’s transparency
claims are greatly diminished by the wide variation from forecasted budgets to actual
expenditures. AOBA pointed out that for 2022, Pepco had $183.3 million of budgeted costs

for projects, but actually spent $30.1 million, and had actual capital expenditures in 2022

Bld at11-12.
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of $122.9 million for projects which it budgeted on $68.1 million.'*®* AOBA also noted that
Pepco spent an additional $104 million on projects that were not included in the forecasted
capital plans presented to the Commission and other parties in Case No. 9655.137 AOBA
commented that the interim filings that update projects and budgets do not provide
transparency in the approval process and offer no forum for parties to challenge the
updates.!3® Therefore, AOBA argued that large deviations of forecasted capital project
spending from a utility’s initial budget to what is actually spent undermine claims that
forecasted project lists improve transparency in a meaningful way.

Another transparency concern raised by AOBA was a utility’s use of “Electronic
Only Filings.”'** AOBA commented that this method has been used more frequently by
utilities in the MRP rate cases and includes both supplemental information supporting
utility applications and information provided through discovery. AOBA argued that some
materials filed using this method are difficult to print, cannot be readily used as cross-
examination exhibits and unnecessarily cumbersome.!*’AOBA indicated that such
electronic only filing method may impede parties’ efforts to dispute the accuracy and
credibility of information in evidentiary proceedings, thus reducing transparency. AOBA
noted that MRP rate cases with forecasted rates tend to involve more confidentiality issues
that limit the ability of parties to openly discuss the influences of utilities’ expectations

regarding future financial results.!*! AOBA observed that the confidentiality issues seem
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more prevalent in MRP rate cases which could further “retard the openness and
transparency of key elements of information that are integral to Commission rate

determinations.”!42

f MEA

MEA recommends requiring utilities to demonstrate that their proposed rate-case
expenditures are consistent with their filed distribution system plans.'** It points to Illinois
as an example, where utilities bear the burden of demonstrating that investments are
prudent and reasonably necessary to implement an approved multi-year integrated grid
plan.!** MEA also recommended that if MRPs were continued, “more transparency,
justification, and explanation of variances should be a baseline requirement.”!'*> MEA
recommends that Maryland adopt, at minimum, the principle that a utility must

demonstrate how the spending requested in its rate case aligns with its distribution plan. 146
g Constellation

Constellation argues that while MRP ratemaking was designed to provide increased
visibility into capital investments and transparency in spending, the implementation fell
short of this goal.!*” Constellation flagged forecasting accurately long-term capital
spending and project timelines as a major issue which leads to discrepancies between
projected and actual spending. Constellation argued that by only requiring program-level

forecasts instead of detailed project-level data during the initial MRP filings, the
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Commission and other stakeholders only have a limited ability to scrutinize specific
investments.'*® As a result, the lack of detailed information impeded an examination of
whether a utility made prudent and cost-effective investments in system reliability.'*°
Constellation commented that “MRPs were expected to enhance transparency by requiring
multi-year capital plans, but the actual implementation did not address this expectation.” !>°
Instead, Constellation argued that reduced transparency and limited project-level data
undermined efforts to ensure BGE’s investments align with public interest and regulatory
goals.!3! When compared to traditional HTY ratemaking, despite the potential for increased

transparency under the MRP construct, Constellation contends that the transparency

benefits have not been achieved.'*?

3. Goal 3: Utilities able to make investments aligned to state policy
goals and priorities

a. BGE

BGE argued that the MRP construct provides utilities with a structure to plan and
execute on State policy initiatives in a forward-looking and more timely manner unlike the
traditional HTY model which takes a backward-looking approach. As an example, BGE
discussed how use of the MRP construct made it possible for the Company to include
targeted initiatives, infrastructure plans and performance metrics in its second MRP

proposal when the Maryland General Assembly established the new direction for the
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State’s clean energy transformation through the Climate Solutions Now Act (“CSNA”)!33

and the Zero Emission Vehicle Infrastructure Plan in 2022. BGE claims that moving
forward these proposals under the traditional ratemaking model would have been
challenging at best given significant regulatory lag and the after-the-fact review of
investment decisions without any prior discussion.!>*

BGE stated that other State policy goals such as electrification, decarbonization,
electric vehicle (“EV”) initiatives, and grid transformation initiatives with greater
distributed energy resources will undoubtedly require significantly increased levels of
utility investmentand the MRP framework is uniquely prepared to support such investment
plans and execution. Namely, BGE touts that the MRP provides greater transparency into
a utility’s workplans and provides the flexibility for the utility to adjust workplans
underlying the forecasted expenditures.!>> BGE argues that “if policy or legislation is
enacted midstream, the Company is able to adapt and adjust its work plans to support such
changes” since the MRP framework allows the Company to communicate updates through
both the annual capital and O&M Project List filings as well as the Annual Informational
Filings.'*® Additionally, BGE noted that the MRP framework allows stakeholders to review
the utility plans and investments in more depth by engaging in discovery and as needed,
even engaging the Company in meetings and conversations regarding adjustments to the

157

workplan.”>” BGE acknowledged that even though several of the policy driven new

initiatives were ultimately not approved, the MRP framework itself made proposing these
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initiatives possible and thus they demonstrate a strong advantage of the MRP construct

over traditional HTY ratemaking.!3®
b. The PHI Companies

The PHI Companies argue that the MRP construct is better suited to support the
State’s energy policy goals. The PHI Companies point to the CSNA, which calls for a 60%
reduction in greenhouse gas emissions by 2031 relative to 2006 levels, and attaining a net
zero economy by 2045.1%° The PHI Companies also cite the Distributed Renewable
Integration and Vehicle Electrification (“DRIVE”) Act, which requires utilities to allow
EVs with bidirectional chargers to connect to the distribution grid, building electrification,
EV infrastructure, distributed energy resources, renewable interconnection and local
decarbonization initiatives.'®® The PHI Companies argue that advancement of these policy
objectives “has and will require careful and deliberate investments in the distribution
system that must be planned and executed while considering the impact on customers.” %!
Traditional HTY ratemaking primarily looks backward meaning that what utilities have
planned for future investment are not considered part of the rate case review.!?
Consequently, the Commission and stakeholders have no ability to review a utility’s

planned capital spending and whether it aligns with or will achieve State policy goals

because these capital spending plans are beyond the scope of a traditional HTY rate case.!%?
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The PHI Companies noted that under the current MRP framework they provided
detailed information regarding capital spending including the justification for distribution
programs and detailed work plans before costs were incurred. The PHI Companies contend
that the MRP framework provides an opportunity for the Commission and stakeholders to
review and propose changes to the spending plans if there is disagreement over whether
the proposed spending is the best way to achieve State policy goals. % Pepco and DPL state
that this demonstrates how the MRP is superior to traditional ratemaking in the

achievement of state policy goals.!®

c. OPC

OPC argues that the MRP construct has not advanced the State’s policy objectives
in any meaningful way, especially where it concerns greenhouse gas reduction, renewable
energy, reliability and resiliency, efficiency, or reducing electricity imports as specified in
PUA §§ 7-801 and 7-802.'%¢ OPC recommends that the Commission begin its evaluation
of the impact of the MRP construct on the achievement of State policy by using the general
objectives provided in PUA §§ 7-801 and 7-802 and require utilities to make a showing
that these goals have been advanced and that the MRP uniquely enabled the outcome and
the outcome was achieved in a cost-effective manner.!¢’

OPC commented that “the only real connection between State policy and MRPs is

that in Order No. 89638, the Commission authorized utilities to propose performance
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incentive mechanisms (“PIM”) in MRPs.”!'®® OPC points out that the Commission’s order
allows utilities to file PIMs using the traditional rate case, and MRPs are not afforded some
unique ability to accommodate PIMs. Therefore, OPC notes that it is no surprise that MRPs
have not advanced State policy objectives given the lack of any logical, practical, or legal
connection.

Additionally, OPC argues that the MRPs have proven an inappropriate forum for
some new policy initiatives and offered for example BGE’s and Pepco’s electrification
plans in Case No. 9692 and 9702, respectively. BGE highlighted that in striking BGE’s
plan the Commission noted “it is prudent and consistent with past precedent for the
Commission to consider major new policy proposals in a separate docket rather than in a
base rate case, where the parties and the Commission are required to address a multitude
of issues in a constrained time frame.”!'® OPC also points out that while BGE proposed a
number of PIMs in its second MRP in the name of reducing greenhouse gas emissions, the
Commission rejected them all.!'’® OPC noted that the Commission expressed concerns
about BGE’s proposed PIMs and found that the PIMs failed to accelerate policy goals
beyond the utilities’ capability.!”! OPC argues that not only have MRPs failed to advance
State policy goals, “but the Commission itself found that the utilities’ attempts to do so
through the MRP were inadequate.”!’> OPC concludes that under the MRP construct

utilities have proposed more capital spending on distribution feeders, substations, pipes
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and capacity expansion, but there is no evidence that the spending has led to achieving

State policy.'”

d. Staff

Staff comments that one of the goals of the MRP framework was to aid in achieving
State policy objectives such as electrification, renewable energy development, gas pipeline
replacements, new customer solutions, grid resiliency and other State goals.!'’* As
discussed above, Staff also noted that within the MRP framework, PIMs were
contemplated as a way to encourage utilities to advance these policy objectives. However,
Staff points out that no approved MRP has included an approved PIM. Therefore, Staff
indicated that it is unclear whether the criteria to obtain an approved PIM is limiting
progress within MRPs to advance State policy in comparison to traditional HTY
ratemaking.!”>

Staff’s assessment is that it is unclear whether the MRP model has done anything
to move State policy goals forward. Staff stated that the Commission certainly discussed
providing incentives to advance certain measures, but no approved MRP included the
ability to earn incentives for advancing these State interests or policy goals. Consequently,
Staff finds that it is unclear whether the MRP process has successfully promoted State
policy goals forward beyond traditional ratemaking.!’¢ In fact, Staff stated that normally
policy objectives are addressed outside of base rate proceedings and pointed to Case No.

9692 when Staff and other stakeholders argued that the various proposed electrification
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measures should be considered in future electrification proceedings and not the MRP. Staff
concluded that although it was anticipated that the MRP construct would further State

policy goals, in practice, it has not materialized.!”’
e. AOBA

AOBA argues that the MRP framework has not appreciably improved the
furtherance of State policy goals. In fact, AOBA argues that many of the initiatives relied
upon by Maryland utilities to demonstrate their support for the State policy objectives, are
at best peripheral to overall utility expenditures and revenue requirements and have no
dependence upon the existence of an MRP.!7®

AOBA disputes utilities’ claims that MRPs are necessary to advance Maryland
climate, electrification, reliability, or resilience objectives. AOBA sees no persuasive
evidence that MRPs advance State policy more effectively than traditional HTY

ratemaking.
f MEA

In its initial comments, MEA stated that while it appreciates that the MRP construct
allowed intervenors and parties an opportunity to review (and reject) some of BGE and
Pepco’s proposed electrification plans in their respectiverate cases before ratepayer money
was spent, arguably, other Commission proceedings also provide opportunities for review
into how utilities are aligning with State climate goals.!”® Specifically, MEA uses

EmPOWER filings as an example that should provide some window into details now that
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the plans include the State’s greenhouse gas reduction requirements.'® MEA also
mentioned that the utility’s distribution system planning process ultimately approved by
the Commission in PC 44 offers another opportunity and should also be integrated into a
rate case whether traditional or an MRP.!®! Therefore, as currently structured, MEA
contends that MRPs are not necessary to advance State energy policy.

MEA recommends that the Commission examine a new Illinois statute as
instructive for potential integration of a utility’s distribution plan into an MRP framework.
MEA explained that in Illinois utilities bear the burden of demonstrating that investments
are prudent and reasonably necessary to meet the requirements of the utility’s approved
Multi-Year Integrated Grid Plan.!®? MEA recommends that the Commission, at a
minimum, require in rate cases that a utility demonstrate how its spending aligns with the
utility filed distribution plan.

Additionally, MEA encouraged the Commission to revisit PIMs using lessons-
learned from other states. For example, MEA noted that the Illinois legislature found that
its previously enacted PIMs and performance-based formula rates had not been
“sufficiently transformative in urgently moving electric utilities toward the State's
ambitious energy policy goals” and “may have resulted in excess utility spending and
guaranteed profits without meaningful improvements in customer experience, rate
affordability, or equity.”'®3 However, in 2021 the Illinois legislature, among other things,

instructed utilities to present PIMs in eight broad categories, subject to review for efficacy.
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MEA indicated that the results of the legislative reforms were pending but could be
instructive and help the Commission develop meaningful performance metrics that stretch
utilities to incorporate the State’s policy goals. '3

Going forward, MEA argues that merely having a view into the utilities proposed
electrification plans before ratepayer money is spent under the MRP framework is not
enough. If MRPs are allowed to continue, MEA argues that utilities “should provide an
easy and understandable cross reference to how future plans and forecasts relate to the state
needs to incorporate distribution system planning, how gas and electric utilities integrate,
assure resource adequacy, and address climate requirements under state legislative

mandates such as the Climate Solutions Now Act, the DRIVE Act, and others.”!%
g WeaveGrid

WeaveGrid expressed support for the ratemaking frameworks like the MRP that
encourage utility investment in safe, reliable, clean and innovative electric systems.
WeaveGrid commented that MRPs “can support this focus on the future by aligning
strategic priorities between utilities, customers, and regulators, leading to the development
of a smarter, stronger, and cleaner energy future.” % WeaveGrid noted that the path to
achieving net-zero emissions is both long and complex and requires input from a diverse

group of stakeholders.!®” WeaveGrid argued that “without the MRP process, utilities will
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be left to decide what work to do without input from voices that could help inform, up
front, the optimal approach to infrastructure and programmatic investments.” '8
WeaveGrid also noted the MRP process can bring important benefits for customers
through enabling utilities to better plan for and invest in a system that is changing at an
unprecedented rate and offered as an example inclusion of EV adaptation and
electrification plans in BGE’s second MRP.!'®" WeaveGrid views the MRPs as reinforcing

Maryland's commitment to be a leader in leveraging new distributed energy resources, as

articulated through legislation such as the DRIVE Act.!'*°
h. Constellation

Constellation acknowledges that the Commission introduced MRPs to enhance
State policy objectives, including grid modernization and clean energy adoption, by

offering utilities a predictable revenue framework for long-term investments.!°!

However,
Constellation argues that “BGE’s MRP has fallen short of its goals, proving ineffective in
enhancing transparency, predictability, and regulatory efficiency beyond traditional
ratemaking.”!%?

Furthermore, Constellation describes the framework as flawed and failing to deliver
on its promises, which in Constellation’s view only worsened existing issues, to the

detriment of all stakeholders involved. Constellation recommends that the Commission

should incorporate more rigorous mechanisms for evaluating utility forecasts and capital
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investments to ensure they meet state objectives.!*®> Constellation notes that “despite the
potential benefits, there is a significant gap between anticipated and realized outcomes

when aligning utility investments with state goals.”!**

4. Goal 4: Less administrative burden

a. BGE

BGE acknowledges the MRP construct is more intense and involves greater
transparency into utility planning information which naturally corresponds with increased
effort required to review and comment on the material.!®> However, BGE argues that the
administrative burdens of MRPs should be compared to those inherent in traditional HTY
rate cases filed on at least an annual basis. Accordingly, BGE contends that “the level of
effort associated with a MRP once every three years needs to be compared with the
alternative of a new rate case filing every year (or more frequently).”'°® In this context,
BGE argues that stakeholders would litigate an MRP application for approximately 10
months within a 36-month period, compared with approximately 21 months under annual
historic test year rate cases.'®’ Further, BGE commented that even though MRPs contain a
reconciliation component, that feature has commonly been used in other Maryland rate
proceedings and would not add any more administrative burden.

BGE notes that part of the lessons it expects stakeholders will collectively leamn

should the Commission move forward with MRPs is how to make the process more
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efficient in order to maintain and enhance benefits while also further alleviating
administrative burdens. BGE also pointed out that the legislature, in recognition of the
additional focus required to litigate an MRP, modified the procedural schedule to add 90
days to provide parties with additional time to conduct discovery and the Commission with
additional time to determine the best outcome for customers.!’® The Company maintains
its openness to continuing to enhance its MYP supporting materials to provide the parties
further ease in reviewing its workplans. BGE concludes that MRPs provide more
information and stakeholder involvement but reduce the aggregate burden associated with

repeated base-rate cases.!'”’
b. The PHI Companies

The PHI Companies argued that MRPs by their very nature, decrease the amount
of rate cases that utilities must file.?°° Highlighting that they are “multi-year” plans, the
PHI Companies note that inherently the utilities do not have to file an application to change
rates yearly. Pepco also acknowledged that the legislature extended the time to review
MRPs, or other alternative forms of regulation, beyond the seven months that the
Commission has to review traditional rates to ten-months. The PHI Companies comment
that ten months is ample time to fully prosecute and review the proposed rate change, and
will occur only once every three years (if the MRP is constructed for three years) as

opposed to potentially a single rate case each year.

198 Id. at 17, citing 2022 Maryland S.B. 131/H.B. 228—Public Service Commission—Rate Suspension
Proceedings and codified in PUA § 4-204(b)(2)(ii)(authorizing the Commission to extend the 180-day rate
suspension period set for standard rate cases (up to an additional 90 daysif the filingis for an alternative
form of ratemaking).
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Furthermore, the PHI Companies praise the MRP framework’s flexibility in terms
of the structure of a rate filing as it relates to the length of the MRP.2°! As an example,
Pepco’s second MRP was cited where it proposed a three-year, nine-month MRP to help
stagger rate case filing. Though this proposal was not accepted, Pepco argues that this
demonstrates that MRPs can not only decrease the frequency of rate filings, but also be
utilized to alleviate resource burdens for stakeholders. Finally, the PHI Companies reject
the argument that annual informational and reconciliation filing increase the administrative
burden of MRPs.22 The PHI Companies note that the prudency reviews for Rate Years one
and two in Case No. 9655 were incorporated into subsequent rate proceedings rather than

requiring an entirely separate proceeding.??
c. OPC

OPC strongly disagrees with the proposition that the MRP ratemaking construct
has reduced the administrative burden on the Commission and the other stakeholders. To
the contrary, OPC argues that “MRP litigation is far more resource-intensive than litigating
a standard rate case, requiring parties to review more complex applications and undertake
significant discovery under a compressed timeframe.”?%* OPC points out that “after a
utility’s first MRP, each subsequent MRP requires parties to review five years of actual
and planned expenditures: the utility’s actual investments during the first two years of the
prior MRP must be reviewed for prudency, while three years of forecasted capital

investments for the company’s pending MRP are reviewed for contemporaneous recovery

201 1d. at 11.

202 14

203 1d. at 11-12.

204 OPC Initial Comments at 21.

41



in going-forward rates.”?%5 OPC argues that the scope of this review is far more extensive
than the traditional HTY rate case and parties only have an additional three months beyond
what is permitted in a traditional rate case. OPC also notes that the extensive review of
sorting through hundreds of projects must be done before engaging in discovery. OPC
highlighted Staff’s request that the Commission postpone consideration of Pepco’s second
MRP (Case No. 9702) as evidence of the heavy logistical and resource burdens that MRPs
impose on parties.?%

OPC concludes that “no evidence demonstrates that the administrative burdens
imposed by MRPs are lighter than standard ratemaking burdens.”%” Rather, OPC stated its
experience dictates that MRP cases have increased administrative burdens for stakeholders

and are far more resource-intensive and burdensome than standard rate cases.2%®

d. Staff

One of Staff’s strongest critiques of the MRP framework is found in this area. Staff
argues that “[t]he administrative burdens, compared with standard rate making, have not
been eased through the MRP format.”?% In a traditional rate case, with the final order all
issues are litigated and done. Under an MRP construct, Staff contends that parties must
delve into thornier issues about the scope, cost, reasonableness of projects and must
evaluate whether they were changed, scrapped or executed as authorized by the

Commission’s Order.
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Staff noted that in Order Nos. 89226 and 89482, reduced administrative burden on
regulators was a benefit the Commission hoped to achieve by implementing MRPs;
however, Staff asserted, “That goal has not come to fruition.”?!? Staff stated that the MRP
construct requires numerous filings and review beyond the initial rate case, including
project lists, informational filings, interim reconciliations and a final reconciliation. Staff
contrasts this with a traditional rate case, where the parties review a defined test year and
the proceeding largely concludes following the Commission’s decision.?!! Staff argues that
in an MRP rate case the burden is increased when the information that Staff requires to
conduct its review is not provided in the initial filing including quantitative benefits.

Additionally, Staff comments that “[a]bsent a utility voluntarily providing this
information, Staff'is required to send out several rounds of data requests to obtain this vital
information through the discovery process” which increases the administrative burden and
shifts the burden of proof to Staff and other parties to defend their recommendations.?!?
Staff also notes that additional complexity arises from billing-determinant forecasts,
reconciliations, annual informational filings, cost-of service analysis, and rate design.

Staff concludes that its administrative burden has increased with the MRP
process.?!3 However, it recognizes that there are several factors that may affect this,
including the schedule of filings under an MRP, the number of companies with approved

MRPs, and the available workforce.

2107d. at 9.
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e. AOBA

AOBA comments that the very nature of MRPs require greater efforts from the
Commission, parties and other intervenors to examine and determine different sets of rates
over multiple years into the future. OPC acknowledged that the legislature extended the
Commission’s review time but critiqued whether time added is sufficient given the
complexity of the MRP filing.?!*

AOBA argues that unlike traditional HTY ratemaking based largely on historic
costs, MRPs require parties to evaluate multiple future years of forecasts, assumptions,
analytics and project justifications.?!> AOBA contends that such reviews are difficult and
time consuming.?'® Further, AOBA notes that no corresponding increase in resources has
been provided to assist the Commission or other stakeholders with evaluating the additional
detailed information. AOBA argues that the “magnitude of the tasks faced by other parties

to pursue claims of imprudence is particularly onerous when the utility is the holder of

all relevant detail regarding its expenditure decisions and the Commission has provided

no guidance as to what constitutes prudence in a utility’s capital and operating expenditure

decisions.”!” AOBA concludes that MRPs have failed to reduce regulatory burden.
£ MEA

MEA also rejects the premise that MRPs have reduced regulatory burden. It noted
that based on the MRPs filed to date, Staff, OPC, intervenors, and the Commission have

had to perform a substantial amount of additional work to understand utility reconciliation
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filings. For example, MEA pointed to BGE Case No. 9692 when Staff changed a proposed
disallowance recommendation only after BGE supplied additional explanations through
multiple rounds of data requests. MEA argued that the utility's initial filing should have
contained adequate explanations and justification, rather than forcing other parties to obtain
essential information through discovery.

Thus, MEA reaches a conclusion similar to Staff, OPC, and AOBA that: MRPs

have not demonstrated that they reduce regulatory burden.
g Constellation

Constellation comments that the MRP was designed to reduce the administrative
burden of traditional ratemaking which required utilities to file for rate increases regularly
and led to time-consuming and resource-intensive proceedings. Constellation notes that the
MRP was expected to both decrease the frequency of rate case filings and to streamline the
process by allowing utilities to set rates for multiple years in advance which purportedly
would allow the Commission and stakeholders to focus on long-term planning and
oversight rather than frequent rate case reviews.

Constellation concedes that there has been slight reduction by spreading rate
changes over multiple years and fewer rate case filing, however, “[the MRP] has not fully
eliminated these burdens due to several challenges” including the introduction of increased
complexity of implementation, the need for detailed forecasting, and continuous
adjustments require significant resources.?'® Additionally, Constellation points out that the

Commission reviews are still required to ensure rate increases are just and reasonable, that

218 Constellation Initial Comments at 3.
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utilities explain when projected spending is inconsistent with actual expenditures. As a
result, Constellation concludes that the MRP has not provided a significant reduction in the

administrative workload.?"?

5. Goal 5: Predictability of rates

a. BGE

BGE argues that the MRP did exactly as it was intended to do with respect to
providing more predictable and transparent.??® BGE noted that this is a key benefit of the
MYP construct because it allows the Commission, customers, and parties knowledge in
advance when a company will be presenting their next rate case filing for review and when
those rates will be effective.??! BGE contrasts this with traditional ratemaking, where
stakeholders cannot know whether the utility will file another rate case in one year or
several years.??? Therefore, BGE contends that the actual experience from Case No. 9645
shows, MRPs provide the Commission with the most flexibility to ensure rates are
implemented in a more gradual manner.??*

BGE highlights the COVID-19 period as an example of MRP flexibility. The
Commission used offsets so customers experienced no net bill increase in 2021, extended
additional offsets into 2022, and then discontinued them for 2023 as circumstances
changed.?>* BGE argues that this demonstrated the Commission's ability under an MRP to

make rate increases more gradual and respond to changing customer circumstances.
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b. The PHI Companies

The PHI Companies argue that rate predictability is a significant benefit achieved
with the MRP pilot. They stated that their “customers will know the rates they will pay in
each year of the MYP, as these rates are visible and transparent in the Delmarva Power and
Pepco tariffs.”?*> The PHI Companies contend that a corollary benefit is that rate increases
are spread out over multiple years, achieving gradualism that mitigates the impact of a
sharp increase.??® The PHI Companies argue that knowing when the increase in your utility
bill will occur and the magnitude of the dollar amount empowers customers to effectively
plan their household budgets.??” The Companies noted that under the traditional HTY
ratemaking model customers would not have this information.

Additionally, the PHI Companies argue that MYPs make it easier to accelerate tax
benefits or other credits to customers to mitigate rate increases. The PHI Companies use as
an example the Commission’s approved acceleration of tax benefits in Case Nos. 9645 and
9655 due to economic effects of the pandemic and denied approval of those tax benefits in
Case No. 9702 because it deemed those offsets were not needed.??® The PHI Companies
stated that from the utilities’ standpoint, the MYP structure provides predictable and steady
revenue over a three-year period, with preestablished rates for that period visible to
customers, and the flexibility to financially enable an acceleration of tax benefits that the

Commission previously determined would take 20 years to return to customers.??
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C. OPC

OPC acknowledges that under the MRP construct rates are more predictable in the
sense that customers can see the extent to which their bill will increase in subsequent
years.?** However, OPC argues that customers are less concerned with rate predictability
than with rate stability. OPC argued that with the MRP, a residential customer may know
how much their distribution rate will change over the next three years but that information
is of little value given the month-to month variability in factors that affect the customer’s
monthly bill.23! OPC contends that ratepayers would benefit more from stable rates and
Maryland’s rates under the MRP construct have hardly been stable.?32 OPC noted that “[i]n
each of BGE, Pepco, and Delmarva’s MRPs, distribution rates have risen annually” and
from a customer’s perspective it does not matter whether the yearly increase is a result of
an MRP or a traditional HTY rate case.?*3

Furthermore, OPC points out that under both the MRP and the traditional HTY
model, the Bill Stabilization Adjustment (“BSA”) is used to adjust distribution rates on a
monthly basis to ensure that utilities earn no more or no less than the target revenue per
customer. OPC argues that these regular adjustments create uncertainty in a customer’s bill
which undermines the purported “predictability.”?3* Therefore, OPC concludes that “given
the impact of the BSA, MRPs are no better than standard ratemaking at assuring predictable

utility revenues.”?3?
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d. Staff

Staff notes that with the MRP process, distribution rates are set by a schedule for
the next three years which may provide some predictability regarding annual costs to the
customers, but the predictability is undermined by the reconciliation process which can
significantly alter rates.?3¢ Staffalso points out that relative to traditional HTY ratemaking,
the MRP process has no effect on the predictability of other potential changes to a
customer’s total bill such as electricity commodity prices, transmission costs, purchase gas
adjustments, renewable energy requirements, taxes and assessments. 23’

Staff acknowledged that there is some power in customers knowing rates for as
long as three prospective years. Staff argued that the fact rates can change at the end of
each MRP rate year creates a real question about the stability rate concept.?*® Staff
suggested that the Commission should consider adjusting the model such that additional
revenue can be obtained up to a certain point. Staff concludes that rate predictability of

MRPs is not something that a customer could rely on given all the other sources of

uncertainty that still impact net volumetric rates for Maryland customers.?*°
e. AOBA

AOBA expressed skepticism that MRPs provided rate predictability for customers.
In fact, AOBA argues that the most predictable result of the MRP framework is that rates

will not decrease.?*? As currently structured with the forecasted budgets and the ability for
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utilities to change the composition of operating expenditures and capital projects without
robust prudency, AOBA argues that utilities have little incentive to reduce costs and
operate more cost-effectively.?*! As a result, AOBA contends consumers are greatly
disadvantaged with rate volatility. Additionally, AOBA points out that MRPs may be
subject to large reconciliation adjustments, the magnitude and timing of which customers
cannot readily anticipate.?*? Further, AOBA notes that consumers already face other
adjustments such as the BSA and other rate surcharges and the MRP-related reconciliation
adjustments exacerbate the uncertainties. Therefore, AOBA concludes the notion that

MRPs enhance predictability of rates is misleading at best.?*3
£ ME4

MEA argues that contrary to expectation MRPs do not achieve rate stability in
Maryland.?** Instead, MEA comments that there appears to have been a continuous
increase in budget forecasts between MYPs and actual utility expenditures. MEA
highlights BGE as an example citing data Staff presented in Case No. 9645, where Staff
asserted that BGE, in its 2020 MRP, forecasted a 2023 budget of $445 million, and
increased that budget to $602 million just two years later in its next MRP, then ultimately
reported an actual spend of $645 million during 2023.24> MEA also cites OPC’s assertion
that BGE’s 2023 reconciliation showed average variances of 115% for electric capital

expenditures and 177% for O&M expenditures.
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MEA concludes that this level of variances undermines the goal of giving
customers more predictable and gradual rate changes over a multi-year period. MEA
recommended that at a minimum the Commission should consider a variance test or other

cost containment cap if it moves forward with MRPs in the future.?4¢
g Constellation

Constellations argued that while the MRP was designed to offer more stable and
predictable rates based on projected expenditures over multiple years, the Commission’s
BGE MRP rate decision demonstrates that theory does not prove bear out. Constellation
points out that the Commission’s decision to approve an increase of just under $408 million
in rate increases over three years in Case No. 9692 resulted in a first-year average monthly
increase of approximately $4.08 for residential electric customers and $10.43 for
residential gas customers.?*’ Constellation acknowledged that these increases were
expected to decrease in subsequent years, yet it argues the initial hikes “demonstrate that
the MRP did not mitigate potential for significant cost increases and fluctuations.”?*® As a
result, Constellation argues that such increases demonstrate that simply scheduling rate
increases over multiple years does not necessarily make them stable and affordable.
Additionally, Constellation argues that the reconciliation process within the MRP
discourages utilities from reducing operational and maintenance costs and capital spending
between rate cases, which exacerbates the rate volatility issue and harms customers. 4’

Constellation suggested that the reconciliation process creates a moral-hazard problem
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because utilities may have less incentive to control O&M and capital expenditures when
variances can later be recovered.

Constellation notes that compared to traditional ratemaking BGE’s MRP was
intended to reduce rate volatility and provide a more predictable rate path.?*° However,
Constellation argues that the significant first-year increases and the concerns raised about
the reconciliation process suggest that the MRP has not achieved its goals. Constellation
suggests that this highlights the need for adjustments to improve predictability while

ensuring fair and reasonable rates for consumers.?>!

6. Goal 6: Utility Innovation and Equitable Risk Distribution

a. BGE

BGE claims that without the MRP construct, the Company would not have had the
same ability to put forth as many new and innovative proposals as it did during this pilot
MRP period.?>? Specifically, BGE referenced the following proposed programs that likely
would not have been put forth without the MRP construct — the use of accelerating tax
benefits to offset rate increases during the initial pilot period, the performance incentive
mechanism and associated metrics, resiliency plan, blue sky vegetation management pilot
program, grid communication/fiber initiative, and customer electrification plan, which
were all designed to support and advance State policy goals for electrification, safety,

reliability and resiliency.?>
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BGE argues that the MRP process provides parties with much greater information
to assess both actual and proposed investments, including the opportunity to recommend
cost disallowances and adjustments to future spending plans, thus increasing risks to
utilities. Therefore, BGE concludes that the MRP structure distributes risk appropriately,
with the reconciliation ensuring customers pay no more than a utility’s prudently incurred

costs and with carrying costs only applying to refunds as a customer benefit.>*

b. The PHI Companies

The PHI Companies spotlighted that in Order No. 89226, the Commission called
out certain drawbacks in the traditional HTY rate case such as “a failure to equitably
distribute risk, limited capabilities to monitor costs, regulatory lag, and potential
restrictions on innovations.”?* In contrast, the PHI Companies note that the Commission
selected the MRP as an alternative form of ratemaking because it would ensure just and
reasonable rates while balancing the interest of utilities, ratepayers and State policy goals.

The PHI Companies argue that “the Commission struck the appropriate balance in
addressing the concerns about being able to monitor costs, regulatory lag and incentivizing
utility innovation while equitably distributing risk” by adopting the MRP reconciliation
process.?*® Moreover, the PHI Companies pointed out that to ensure utilities retained the
risks of improper forecasts and to encourage cost control the Commission adopted an
asymmetrical method for returning over and under collections of prudent expenditures.?>’

The PHI Companies argue that the Commission correctly determined this approach
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“equitably balanced risks between the utilities and customers, since it put the risk of
inaccurate forecasts on utilities and provided a strong incentive for utilities to develop
accurate forecasts and plan appropriately to stay within the authorized revenue

258 Pepco also contends that the MRP construct encourages utilities to

requirement.
propose innovative programs and highlighted Pepco’s smart inverter program in its second
MRP in Case No. 9702. The PHI Companies argue, unlike MRPs, that under a traditional

HTY the pace of innovative program investments responsive to support State policy goals

would be slower.?*’
C. OPC

OPC noted that although innovation generally means “the introduction of
something new” and characterized as beneficial, it does not mean that what is new is
necessarily in the public interest.?° OPC stated that the “question before the Commission
in this proceeding is whether the MRP structure has motivated the State’s electric utilities
to innovate in ways that further the objectives on which the Commission has requested
comment in this proceeding.”?®!

OPC argues that there is no indication that utility innovation has improved because
of MRPs and points out that Order No. 89226 provided no benchmarks of what

“innovation” was by the Commission that MRPs would foster.262 263 OPC also highlighted

that utility innovation is fostered in a number of ways that do not involve ratemaking or
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depend on accelerated cost recovery and provided examples of EmPOWER programs
enabling energy efficiency improvements, the pilot program in battery energy storage, and
transportation electrification programs. OPC pointed out that none of these programs
require an MRP and recovery of the related costs is all but assured if the programs are

prudently managed.?%*

d. Staff

Regarding utility innovation, Staff acknowledges that BGE and Pepco proposed
projects in their respective MRP filings that the companies believed were innovative and a
few received Commission approval (e.g., the underground system fault detector program
proposed by both BGE and Pepco). However, Staff stated that it cannot verify whether
more utility innovations have been achieved through MRPs relative to standard
ratemaking.? Staff believes that MRPs could provide an opportunity for innovation if
utilities adequately demonstrate the quantitative benefits associated with proposed
investments, but there is no evidence to show that forecasted distribution rates have
tangibly contributed to more utility innovation.?¢® Staff notes that utilities may feel more
comfortable proposing innovative ideas in an MRP because, if it is rejected, the utilities
would not have already spent the funds such as would occur in a historical test year during
a standard base rate case.®’

Moreover, Staff concludes that the anticipated equitable distribution of risk has not

materialized. Staff believes the current process places additional prudency risk on non-
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utility parties and ratepayers while utilities are generally positioned to reconcile forecasted
spending against actual spending. Staff explained that the “non-utility parties take on the
added risk of defending or ostensibly supporting utility spending decisions they do not

explicitly oppose, even if the utility itself does not defend its spending decisions.”2%®

e. AOBA

AOBA expressly rejected the notion that local distribution utilities should be
innovators. Instead, AOBA stated that the utilities should focus on implementing proven,
cost-effective technologies that support safe, reliable and resilient service, rather than

pursuing speculative technologies whose customer benefits are uncertain. 2%

Regarding the question of risk distribution, AOBA points out that concerns were
raised about the shifting of risks between utility shareholders and ratepayers in Pepco’s
Case No. 9702 and the utilities’ responses seemed to lack sensitivity to the risk trade-offs
when involved in the MRP ratemaking versus traditional HTY rate case. AOBA notes that
under traditional ratemaking, the utility must make expenditure decisions with the
understanding that such expenditures must be justified in a future rate proceeding.?’°
AOBA argues that although Order No. 89868 indicates that the utility bears the same
burden under the MRP construct, in practice, the processes that have been applied seem to
have “shifted significant risk from utility management and investors to ratepayers who

have no control over the outcomes of investment decisions.”?’!
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f MEA

MEA argues that MRPs may unfairly shift risks to ratepayers.?’> MEA notes that
under the MRP structure, utilities can seek recovery of overspending through adjustment
riders and reconciliation proceedings. MEA views this as a lower procedural hurdle than
the traditional HTY rate case process that ordinarily would be required to address arevenue
deficiency.

Although BGE argues that reconciliation protects customers because they
ultimately pay actual costs rather than forecasts, MEA observes that utilities thus far on
average have not underspent. Moreover, MEA argues that cost overruns can produce
unexpected rate increases during the three-year MRP cycle, defeating the original goal of

predictable rate increases.?”?

g. Constellation

Constellation commented that “[t]he implementation of BGE’s MRP has not
significantly advanced the goals of fostering utility innovation or achieving a more
equitable distribution of financial risks for customers relative to traditional ratemaking,”2"*
Constellation argued that BGE’s MRP has not addressed obstacles to investing in new
technologies and has perpetuated existing barriers to innovation which means a bloated
budget continues to be passed on to customers.?’> Constellation suggests that innovation

should include consideration of third party alternatives that could reduce customer costs

rather than simply expanding utility-owned capital investment. Constellation further notes
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that customers desire more control of their energy consumption and production, and BGE
should be investing in these types of programs.’®

Constellation concludes that MRPs have failed to achieve an appropriate balance
between utility and customer financial risk.?’”’ It recognizes that mechanisms such as
deadbands and earnings share theoretically can allocate risk more fairly but stressed that
as currently structured BGE’s MRP relies heavily on strong regulatory oversight to prevent

overstating expenditures during the rate case.?’®

Commission Decision

Concerning Shortened Cost Recovery: From the utility’s perspective, the time
between when a utility makes financial capital investments to the time the Commission
approves new rates to reflect those investments—was certainly shortened, since the MRP
process allows utilities cost recovery on forecasted capital expenditures. Given the size of
BGE’s and Pepco’s MRP reconciliation filings, however, arguments could be made that
even regulatory lag was not fully mitigated, but the utility was likely better off financially
than they would have been under traditional HTY ratemaking.?”® That said, it is unclear
how this shortened time period meaningfully benefited ratepayers.

The Commission agrees with OPC, AOBA and Staff that the goal of a shortened
cost recovery period was never intended to only benefit utilities, which appears to be the

result. Rather, in exchange for the reduced regulatory lag, a myriad of benefits were
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expected to accrue to ratepayers. As further explained below, utilities were expected to
provide sufficiently detailed information showing the customer benefits of proposed
expenditures for the Commission and stakeholders, which did not occur, as well as to make
a management commitment to complete the proposed projects and achieve the customer
benefits and to do so within the approved revenue requirement, which also did not occur.

While reduced regulatory lag is a financial benefit to the utility, it is unclear if or
how that translated into a financial benefit to ratepayers as there was no indication of
improved debt ratings, measurably lower financing costs, or that it was in the ratepayers’
interest to see their rates increase earlier than would have occurred under traditional
ratemaking. While it is true the Commission marginally reduced ROE in response to
approving an MRP, to the extent further forecasted test years are approved in future rate
cases, the Commission finds that a quantitative examination should be undertaken to
determine how ROE should be examined to reflect a reduction in regulatory lag.
Additionally, although recent legislation has significantly modified the reconciliation
process, the Commission has concerns regarding how much this process favored
shareholders versus ratepayers.

Concerning Transparency: The Commission had expected that the MRP construct
would have facilitated greater visibility into the utility capital investment and O&M plans
relative to the traditional HTY ratemaking. While parties may have had greater insight into
some utility planning and proposals of future spend than would be present in a traditional
rate case, the lack of transparency and subsequent modifications to such plans diminished

the value of such insight.
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A consistent frustration expressed by all stakeholders participating in each of the
MREP rate cases during this pilot period — and shared by the Commission — was that the
utilities should have been more forthright with providing information upfront in their initial
filing.

BGE interprets the increased volume in data requests it has fulfilled during the MRP
rate cases compared to data requests fulfilled in a traditional rate case as evidence of greater
stakeholder access, scrutiny and engagement with the utility investment decisions. The
Commission views this as a failing of the initial filings in that such a sheer number of
requests were required. Stakeholders found that this was especially challenging during the
reconciliation proceedings when the utility had changed its spending plans on a project that
was initially budgeted but failed to provide sufficient project details in its request for
reconciliation to show the status of the originally budgeted project, why the change was
made, and the related customer benefits supporting the change. The Commission finds that,
from their initial filing, utilities should have taken a proactive upfront approach to sharing
detailed information with parties, similar to how a person applies for a grant. In a grant
application situation, the person seeking the grant tries to provide as much responsive and
detailed information (nearly oversharing) as possible so that the application can be viewed
in the most favorable light and prevail on the strength of the initial information provided,
especially if there is no additional opportunity for supplementation. The Commission finds
that utilities should take this same posture and proactively share the needed detailed
information that they alone possess, which would aid stakeholders and the Commission in

evaluating the benefits and costs of proposed projects and programs.
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Additionally, the Commission notes that, while the Commission expected the
utilities to have flexibility and management discretion as to the projects completed under
the approved budgets, there appears to have been significant variations in what projects
were added or removed such that the benefit of a preliminary review afforded by an MRP
is lessened.?®? At the end of the two-day legislative hearing, Chair Barve cautioned that the
MRP process requires increasingly more detailed project forecasts, benefit analyses,
stakeholder reviews, spending controls, and explanations for project substitutions, thereby
necessitating an increased level of review. This may be at odds with the goal of reducing
regulatory burden and therefore it is critical thatan appropriate balance is achieved if MRPs
or a different AFOR method is permitted in the future.

Concerning State Policy Goals: Order No. 89226 contemplated that the MRP may
be helpful, if carefully implemented, in facilitating the achievement of the State’s
ambitious goals regarding electrification, renewable development, pipeline replacement,
new customer solutions, grid resiliency and other State goals.?®! In comparison to
traditional HTY ratemaking, the Commission has not observed that the MRP construct has
advanced any of Maryland’s key energy State policy goals. The Commission
acknowledges that several of the utilities” MRP rate case filings have cited State goals as
part of their rationale for proposing certain programs and projects. However, stakeholders
have argued, and the Commission agrees, that typically the creation of new policy

programs is better suited for review under a separate docket. Additionally, numerous policy

280 AOBA Initial Brief at 4-5.
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proposals were made within the scope of the proposed PIMs in Case No. 9692, which the
Commission rejected.?®?

The Commission notes that there are full dockets dedicated to issues such as
reliability where future spend is discussed. The Commission acknowledges that the MRP
likely allowed for a more detailed examination of specific projects that were driving toward
policy goals than may have happened in strictly policy dockets. Nonetheless, the
Commission cannot find that the MRP was the driver of new policies or that it served as
any better of a venue for implementing large policy ideas than a dedicated proceeding
would.

Concerning Administrative Burden: While utilities have argued that the MRP
construct allows them the opportunity to file one rate case proceeding every three years as
opposed to potentially filing up to three in the same three-year period, the Commission has
found that the MRP as currently implemented did not result in a less administratively
burdensome process. Further, the choice of how many rate case proceedings a utility files
is a management decision and is not justification for maintaining the MRP construct. As
structured, the Commission finds that the MRP construct, as implemented, had the effect
of increasing the level of complexity involved in a rate case proceeding by introducing new
filing requirements, requiring more detailed information covering a longer period and an
evaluation of both forecasted and actual data versus only actual historic data under a
traditional rate case model, the introduction of new annual filings new reporting
requirements, and a reconciliation process. The Commission finds that, as implemented,

the MRP construct was more resource- and time-intensive than the traditional HTY rate

282 Order No. 90948 at 185-211.

62



case proceeding. The Commission believes that this problem could have been mitigated if
the utilities had filed information more extensively upfront, at the beginning of the case.
The discovery-intensive method of parties obtaining information from utilities in
traditional HTY rate cases was meant to be largely replaced in MRPs by utilities providing
more information upfront. Any future MRP framework will need to address this issue by
ensuring that parties are provided with an abundance of information upon the filing of an
MRP and that they are not left a step behind trying to obtain the needed information through
discovery alone.

Concerning Predictable Rates: In Order No. 89226, the Commission stated that
MRPs could provide “more predictable revenues for utilities and more predictable rates for
customers ....” Unfortunately, while the Commission finds that as implemented, the MRP
construct certainly allows the utilities a more predictable and steady revenue stream once
rates are set based on the Commission-authorized revenue requirement, such was not the
case for ratepayers. The wide gap between the forecasted expenditures and actual costs a
utility sought to recover during the reconciliation periods made customer rates anything
but predictable. While it may be true that MRPs can provide customers advance notice of
the distribution rates that are listed in a utility’s tariff, this had nominal value when the
MRP construct did not accurately capture the other increases that occurred during or as a
result of the reconciliation process. As pointed out by Staff and other stakeholders, a
customer’s total bill is affected by the commodity costs, transmission, taxes, the BSA, and
other assessments outside of the MRP. Therefore, the Commission finds that the MRP
construct did not make the customer rates any more predictable or stable, compared to the

traditional HTY ratemaking.
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Concerning Utility Innovation and Equitable Risk Distribution: The Commission
finds that no more utility innovation was achieved under the MRP construct than would
have occurred with the traditional HTY rate case. The Commission agrees with Staff’s
assessment that the MRP, as structured with the reconciliation process, had the effect of
shifting the prudency-burden away from the utility by expecting other stakeholders to show
imprudence instead of utilities affirmatively demonstrating that expenditures are prudent.
The utility must retain the affirmative burden of demonstrating that the expenditures for
which it seeks recovery are just and reasonable and are prudently incurred and managed.

In sum, the Commission finds that the intended MRP goals as set forth in Order
Nos. 89226 and 89482 and described above were largely unachieved. Increased
transparency and visibility into utility capital planning could have presented benefits for
stakeholders but were largely absent from the proceedings. The Commission finds that the
advance sharing of utility capital plans and investments need to be a central component of
any forward-looking MRP construct in the future. On balance, the goal of shortening the
cost recovery period for the utility was achieved however in the unanimous view of the
stakeholders the inadequacy of transparency and the increased administrative burden to
properly evaluate utility costs and projections leaves the current MRP construct an unfair

situation.

B. Future of MRP Assessment—Maintain, Abandon, Reform

The threshold issue of this Lessons Learned proceeding is whether the current MRP

framework should be maintained as currently structured, undergo major reforms, or be
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abandoned altogether. This section outlines the main arguments offered by various parties
supporting these outcomes.

BGE, Pepco and DPL favored retaining the current MRP framework as largely
designed with modifications. OPC and AOBA primarily supported terminating the MRP
framework and returning to the traditional HTY ratemaking model. Staff occupied a middle
position, identifying serious deficiencies but ultimately supporting continued consideration
of MRPs with significant reforms. MEA’s position evolved throughout the Lessons
Learned proceeding, going from cautious but not categorically opposed, to recommending
suspension until adequate protections were established, to being more receptive once the

NGEA eliminated the reconciliation component.

1. Maintain MRP Framework as designed with modification

a. BGE

BGE urges the Commission to maintain MRPs as Maryland's principal alternative
ratemaking framework but substantially modify the existing pilot structure. The Company
argues that MRPs are well-suited to addressing emerging issues as they are a mechanism
that considers the future, while retaining and even enhancing the ability to review

history.??

It notes that “[i]f Maryland was to move away from MRPs, it would be
swimming upstream alone as the only state or jurisdiction in the nation to be doing so at

this critical juncture in the nation’s energy journey.”?** BGE, citing its Exelon’s Chief

Executive Officer Calvin Butler, notes that “[y]ou cannot build a grid of the future playing

283 BGE Initial Brief at 3.
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with the same old playbook.”?®> BGE states that the focus must now become “what
mechanism can best achieve this goal for Maryland and its citizens in the most cost-efficient
and cost-effective way.”*%¢ BGE argues that “[n]ot only are MRPs the right mechanism for
utilities, stakeholders and customers, they are also the right utility ratemaking mechanism
to support the economic growth the State and Governor Moore are looking to deliver.”??’
BGE states that its first proposed MRP (Case No. 9645) was projected to generate
approximately $5.1 billion during the MRP rate years of 2021 through 2023.288
Regarding capital spending, BGE argues that State policies, and not MRPs, are
driving capital investment. Specifically, BGE states that capital expenditures are rising due
to the need to replace aging infrastructure and factors such as “customer demand and
environmental, social and governance considerations, amid a broader trend toward utility
sector decarbonization.”?®® BGE emphasizes that its Commission-approved electric and
gas distribution capital spending is projected to grow only 0.3% from 2023-2026,
compared with national utility capital expenditure growth exceeding 6%.2°° BGE argues
that the MRP construct is giving the Commission an ability to preview capital expenditures,
which is resulting in a more measured level of approved BGE investments for the 2024—
2026 MYP period.?”! BGE indicates that it realizes its capital investment decisions

ultimately will end up on customer bills in the form of electric distribution rates. Looking

at the trend of BGE’s average residential electric delivery rates before MRPs and over the
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period that MRP pilots have been in place, BGE states that its residential electric
distribution rates remain in the first quartile nationally — lower than more than 75% of the
utilities in its comparison group.?*?

Next, BGE stated that while parties in this docket present differing views, there is
one area of agreement — cost control is an area where the MRP structure could be

strengthened.?’

The Company included an Attachment 1 to its brief that contains some
recommended improvements. Most significantly, BGE recommends that the Commission
replace the annual reconciliation process with an earnings/risk sharing mechanism
(“ERSM”).2%* BGE contends that the ERSM would strengthen cost control incentives in
the MRP, address concerns regarding asymmetry of information, reduce administrative
burden, improve rate predictability, better balance the distribution risks between the utility
and ratepayers, and even improve transparency.?’’

BGE notes that earnings-sharing mechanisms are not novel: according to its
analysis, MRPs, ERSMs, or both are used in approximately two-thirds of U.S.
jurisdictions.?’® BGE states that the Commission could build upon the previous Case No.
9618 Working Group recommendations that began looking at this approach and that were
included in the December 20, 2019 Working Group Implementation Report.2°’

BGE argues that under the ERSM proposal, most differences between forecast and

actual spending would no longer receive full reconciliation treatment. Instead, utilities and
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customers would share the financial consequences of performance. BGE contends that the
mechanism would encourage the utility to achieve efficiency because it could retain part
of the savings. Conversely, if actual costs exceeded forecasts, the utility would bear part of
that downside rather than automatically seeking full recovery from customers. BGE argues
that replacing the reconciliation process with the ERSM would place considerably more
risk on the utility because costs such as inflation, supply-chain pressures and other
unexpected cost increases could no longer simply be fully reconciled.?*® BGE notes that
the ERSM proposal directly responds to the concern that the existing reconciliation
mechanism shifts too much of the forecast risk on customers.
BGE’s ERSM proposal would consist of:

(1) establishing a symmetric basis point deadband that is 25-basis-
point deadband above and below the authorized ROR;

(i1) utilities operating under an MRP would still make Annual
Informational Filings (“AIF”) within 90 days of the end of the rate
year and would continue to report actual earned returns;

(i11) if a utility’s actual earned ROR falls within the deadband, there
would be no adjustment;

(iv) ifa utility’s actual earned ROR exceeds the upper boundary, 50%
of the excess earnings would be returned to customers. BGE
proposes that this can take place any time using the MRP
Adjustment Rider after the AIF to ensure customers receive their
credit in a timely manner;

(v) 1ifearnings fall below the lower boundary, the utility could recover
50% of the shortfall necessary to reach the lower boundary. BGE
proposes that the utility’s AIF would include the calculations and
support necessary to demonstrate the amount sought by the utility,
which could be recovered through the MRP Adjustment Rider (if
approved or be addressed in the Company’s next base rate case),
and

298 Id. at 13.
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(vi) any exogenous storm costs variances deferred in a regulatory
asset/liability could be built into base rates at the time of the next
base rate case, including any carrying costs.?’

BGE argues that the ERSM enhances MRPs in the following ways: (1) by replacing
the full reconciliation process in the current MRP structure; (2) by increasing rate
predictability; and (3) increasing cost reduction incentives which will act as a control that
limits the amount able to be reconciled, while ensuring customers benefit from savings and
utilities would be partially protected from increased costs. BGE also notes that under this
proposal all costs would remain subject to prudency review.3%

BGE indicated that due to the concerns raised by the Commission and other parties
during the two-day hearing about exogenous costs in the ERSM, the Company is no longer
proposing to adjust these costs out of the ERSM calculation.*°! BGE stated that it would
commit to proposing a more appropriate ratemaking treatment of storm costs in its next
base rate case if the Commission accepts the ERSM proposal and gives direction for it to
go into effect in future MRP applications.3*> BGE maintained that implementation of the
ERSM would address many of the deficiencies in the current MRP structure while
maintaining transparency into the utility’s workplan and spending, which is critical to align
utility work plans and spending plans with state policy while ensuring affordability.3%3
In addition to BGE’s ERSM proposal, the Company recommended several other

MRP enhancements that were included as Attachment 1 of its December 13, 2024 rief.

BGE noted that the Joint Exelon Utilities met with Staff regarding recommendations to
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improve MRPs and sought and incorporated feedback provided.*** BGE stated that it does
not view the list of enhancements in its Attachment 1 as comprehensive “but rather a
continued implementation of learnings from a journey that all parties have undertaken in
Maryland.”3%

Regarding prudency review, BGE reiterates that the prudency standard and process
are the same no matter what ratemaking model is used by a utility.’°® BGE maintains that
the relevant question remains whether the utility acted reasonably based upon the
information available when the decision was made, rather than judging the decision after
the fact.??’

BGE also argues that MRPs are superior to both one-year forecasted test years
(“FTYs”) and the traditional HTY rate case. BGE points out that one-year FTYs would
preserve forecasting problems while requiring more frequent rate cases, increasing
administrative burdens and reducing rate predictability. In contrast, the traditional HTY
rate case would return Maryland to backward-looking ratemaking and rely heavily on
regulatory lag as a cost-control mechanism. BGE claimed, “Both alternatives leave utilities
and all parties in a position where rate case filings from multiple utilities in Maryland will
all be pancaked at the same time.”3%

BGE argues that there is a time and place for both MYPs and other policy specific

proceedings.’? BGE contends that proceedings involving performance incentive metrics
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and distribution system planning (“DSP”) can complement an MRP but cannot substitute
for it.>!° For example, BGE states that only one of its 24 electric and gas capital work
categories is covered by the DSP proceeding.?!! The DSP can provide detailed examination
of particular distribution-planning questions, while the MYP allows those investments to
be evaluated within the utility's overall work plan.3!?

BGE devotes attention to the financial consequences of abandoning MRPs and
argues that ratings increase a utility's borrowing costs and those costs ultimately flow into
customer rates.*!® BGE points to Maryland's changing regulatory rankings and argues that
uncertainty about MRPs could contribute to a less favorable investment environment.*'# It
also notes that BGE had been placed on negative credit watch and uses recent utility
downgrades elsewhere as an example of how regulatory decisions can increase financing
costs. BGE therefore argues that returning to traditional ratemaking could both slow needed
infrastructure investment and raise customers' long-term financing costs.?!’

Finally, in its brief, BGE requests the Commission make three principal decisions:
(1) continue MRP ratemaking but eliminate the existing full

reconciliation, replacing it with an ERSM for future MRPs and

authorizing regulatory asset/liability treatment for minor-storm

cost variances;>'®

(i1) address new legislative or regulatory mandates separately during
an MRP period through the proceeding implementing the new
mandate, because those costs would not have been incorporated
into existing MRP rates and full reconciliation would no longer
exist; and
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(i) adopt the additional MRP improvements provided in Attachment
1 to BGE’s brief, particularly those designed to improve
transparency and reduce information asymmetry.3!”

Concerning the impact of the NGEA, in its updated brief submitted on September
5,2025, BGE argues that its prior proposal is in alignment with the new restrictions adopted
by the Maryland General Assembly prohibiting future MRPs from using reconciliations
and requiring a demonstration of customer benefits.>'® BGE argues that the legislation
validates its proposed direction of retaining forward-looking MRPs by eliminating

reconciliation with a different cost-control mechanism.
b. The PHI Companies

The PHI Companies argue that Maryland should retain MRPs rather than return to
traditional HTY ratemaking, but they acknowledge other stakeholder concerns and
recommend substantial changes to improve efficiency, transparency, accountability, and
cost control.>!® The PHI Companies central position is that MRPs have achieved the
Commission's intended objectives: fewer rate cases, more predictable customer rates,
greater advance transparency into utility investments, improved ability to implement State
climate and electrification policies, and a better opportunity for utilities to earn their
authorized returns.*?° The PHI Companies propose replacing the existing reconciliation
process with the ERSM proposed by BGE and strengthening project reporting.®?!

Additionally, the PHI Companies propose the following procedural improvements:
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(1) stakeholder meetings at important stages of the MRP to discuss
budgeting, projects, and changes with utility subject-matter
experts;

(i1) enhanced annual project-list filings, including additional support
for new projects exceeding $1 million;

(ii1) more documentation explaining differences between budgeted and
actual spending; and

(iv) greater attention to identifying and explaining the customer
benefits associated with proposed projects.???

The PHI Companies noted that they, along with BGE, met with Staff and offered
to meet with OPC, in order to share and obtain feedback on the recommended MRP
enhancements included as Attachment 1 to its Initial Brief.??* The PHI Companies argue
that the MRPs continue to demonstrate the following benefits:

Administrative efficiency. Before MRPs, the PHI Companies note they generally
filed rate cases every 12—18 months. MRPs reduced the number of full rate case
proceedings. The PHI Companies acknowledge, however, that individual MRP cases can
themselves be resource intensive. 324

Rate predictability and affordability. The PHI Companies highlight that because
the Commission approved three-year revenue requirements in Case Nos. 9655 and 9681,
customers knew the approved rates for each year of an MRP rather than facing uncertainty
about when the next traditional rate case will occur.3?* In contrast, the PHI Companies

contend that under traditional HTY ratemaking, customers will not know the timing nor
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amount of the utility’s next rate case increase. 326 The PHI Companies argue that MRPs also
allow increases to be spread over time rather than imposed as a single larger adjustment. 32’

Flexibility. The PHI Companies assert that MRPs allow utilities to adjust capital
programs to reflect changes in the business environment, rather than changes in the utility’s
actual revenue and costs.>?® The PHI Companies cite storms, inflation, equipment failures,
supply-chain problems, permitting delays, and transformer shortages as examples of
business environment changes. Despite such changes, the PHI Companies pointed out that
spending during Pepco’s first MYP remained within 5% of budget.?*’

Transparency. The PHI Companies emphasize that MRPs enable the Commission
and stakeholders an opportunity to examine proposed capital projects before the money is
spent, unlike traditional HTY ratemaking, which primarily examines historical
expenditures.’*® The PHI Companies note that the MRP construct requires utilities to
provide project-level work plans and justifications, and those investments can subsequently
be examined again for prudence.

Customer refunds and savings. The PHI Companies point out the MRP construct
also allows the utilities to pass on financial benefits to customers and cite that in 2024, DPL
returned $7.3 million in overcollections to customers.**! The Companies also argue that
improved utility financial health can reduce borrowing costs and that MRPs facilitate

mechanisms such as accelerated tax-benefit credits.33?
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Authorized return and financial health. The PHI Companies report that Pepco’s
earned ROE averaged 7.89% during the seven years before its first MRP versus an average
of 8.74% during the three MRP rate years.**3 Additionally, the PHI Companies note that
DPL reported an average earned ROE 0of 6.59% from 2011-2021 versus an average 10.73%
in Rate Year 1 of its first MYP.?** The Companies argue that a financially healthy utility
can obtain capital more favorably, ultimately benefiting customers. 33>

State policy objectives. The PHI Companies maintain that forward-looking MRPs
better position utilities to carry out state policy such as electrification, renewable energy,
grid resiliency, EV infrastructure, distributed energy resources, and Maryland's climate
policies.*3¢ In fact, the PHI Companies report that “12-20% of the Pepco spending portfolio
is in support of state goals and 11% of the Delmarva Power spending portfolio is in support
of state goals.”3’

In their initial brief, the PHI Companies also responded to other stakeholders’
proposals discussed during the MRP Lessons Learned hearings on October 15-16, 2024.
The brief considers several alternatives raised during the Commission's hearings.

One-year MRP. Several Commissioners inquired about whether a one-year MRP
should be instituted. The PHI Companies comment that this alternative is problematic.

First, due to the shorter duration, the utilities would return to filing rate cases more

frequently similar to prior to the MRP Pilot period.**® Second, they argue that longer MRPs
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create more stability where utilities and contractors can plan work and support economic
development in Maryland.**° The PHI Companies noted that Pepco previously estimated
that its multi-year investment proposal would support approximately 1,150 direct jobs
annually, 275 indirect jobs annually, and about $1 billion in Maryland economic activity.>*°
The PHI Companies contend that a one-year MRP would retain the deficiencies of
traditional HTY ratemaking while failing to provide the support for longer term economic
development associated with an MRP.34!

Distribution System Planning (DSP).3*? At the hearing, stakeholders suggested
that the DSP process can provide transparency into a utility’s capital plan and the MRP
would not be needed. The PHI Companies argue that the DSP process is not a substitute
because MRPs give stakeholders a more comprehensive picture of capital, costs, revenues,
and other utility plans in a single proceeding, whereas DSP provides information primarily
about distribution capital planning.**?

Bill Stabilization Adjustment (BSA).*** During the Lessons Learned hearing,
OPC suggested that the BSA was duplicative of the MRP.**> The PHI Companies argue
that a BSA serves a different function from the MRP. The BSA stabilizes revenues

associated with variations in sales but does not permit revenues to reflect forecasted

changes in the utility's cost of service.’*®
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Regarding the NGEA, The PHI Companies filed jointly with BGE an updated brief
submitted on September 5, 2025 and support the comments summarized above under BGE
finding that the new statutory provisions align with BGE’s and the PHI Companies’ ERSM

proposal yet maintaining the forward looking MRP construct.3*’
C. WeaveGrid

WeaveGrid supports continuing MRPs beyond the pilot.?*® Its argument is less
about conventional ratemaking principles and more about the need for forward-looking
grid planning to achieve Maryland's electrification and clean-energy policies.**
WeaveGrid offered the following support.

Forward-looking planning. WeaveGrid believes utilities and regulators need a
multi-year planning framework to achieve the State of Maryland’s ambitious climate
goals.??

Stakeholder participation. WeaveGrid argues that MRPs provide an opportunity
for a diverse set of stakeholders to participate before utilities make major investments. 3!
WeaveGrid regards this prospective participation as a major advantage.

EV integration. WeaveGrid argues that long-term planning can facilitate cost-
effective integration of EV charging. WeaveGrid comments that stable and predictable rate
structures are particularly important for EV time-of-use programs designed to shift

charging to beneficial periods.*>?
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Distributed energy resources. WeaveGrid claims that increasing EVs, distributed
generation, and residential smart devices make distribution-system planning increasingly
complex.’>* WeaveGrid views MRPs as a mechanism for anticipating these changes.

State clean-energy policy. WeaveGrid also asserts that MRPs can help coordinate
utility investment with Maryland's climate, electrification, distributed-energy-resource,

and innovation policies.*>*
d. IBEW

IBEW stated that as a general proposition it supports MRPs.**3 IBEW believes
MRPs have improved transparency into forecasted and actual utility O&M and capital
expenditures.** However, IBEW argued that reform was needed and specified three main
recommendations concerning: affiliate costs, procedural participation, and performance
incentives.

Affiliate transactions. IBEW wants every reconciliation filing to include a
Schedule of Affiliate Transactions.*>” IBEW argued that these reports would shed light on
Maryland utilities’ reliance on the resources of the other members of their parent
companies and ensure that the utility is charging and being charged an appropriate amount
for transactions between sister affiliates.?*® This review can show whether transactions
involving utilities and service companies within the same corporate family are genuinely

arm's length. IBEW’s specific concern is storm and labor costs, and making sure the
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Commission has enough information to determine whether these expenses are prudent and
appropriately priced.?>

Intervention rights. IBEW proposes reopening intervention for approximately one
month after a utility files its annual reconciliation.?*® IBEW’s rationale is that parties
cannot know at the beginning of a multi-year proceeding what issues may arise years later.

Performance Incentive Mechanisms. IBEW recommends eliminating PIMs from
the MRP.*%! IBEW argues that the authorized ROE already compensates investors and
provides the utility an opportunity to earn a reasonable return; utilities should not
necessarily receive additional rewards for satisfying obligations inherent in providing

utility service.
e. Prime Partners Engineering

During the October 15, 2024 hearing, Mr. Adrian Davis testified on behalf of the
Prime Partners Engineering (“Prime Partners”) to express support for the MRP. Mr. Davis
testified that the MRP process “allowed BGE to make investments in their distribution
systems to support increased electrification anticipated by state and county legislation,
which benefits customers through a more reliable and resilient grid.”*%> Mr. Davis asserted
that this was essential for supporting economic development in Baltimore and Maryland.
As a minority contractor for Pepco providing project management and engineering

services, Mr. Davis testified that Prime Partners has done work on Pepco’s and BGE’s
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electrical distribution feeders throughout their service territories.*®* Additionally, Mr.
Davis commented that Prime Partners is focused on the approval of BGE’s MRP because
it enables the firm to work on longer term projects beyond one year which supports its
mission of creating a more sustainable environment for its communities. Additionally, Mr.
Davis asserted that MRPs afford businesses and residents the benefit of reliable and

predictable rates.?%*
I Stella May Contracting

During the October 15, 2026 hearing, Mr. Christian Johanson testified on behalf of
Stella May Contracting, a minority business enterprise utility contractor, and expressed
strong support for the MRP process. Mr. Johanson testified that since its launch, the MRP
framework has become essential for creating predictable rates for customers, as well as
providing a stable revenue model for electric and gas utilities, benefitting both consumers
and service providers.’®> He also asserted that MRPs are “critical for MBE utility

contractors as it enables us to plan for future work.”36

g Edison Electric Institute

During the October 15, 2026 hearing, Ms. Stephanie Johnson testified on behalf of
the Edison Electric Institute (“EEI”) to express support for the MRP. Ms. Johnson
highlighted that “twenty-nine states across the country have introduced various rate

frameworks that include forward-looking test years that bring tangible benefits to
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customers and communities alike.”3¢” She further noted that several electric companies
have introduced PIMs in conjunction with forward-looking ratemaking or MRPs. She
asserted that “[t]hese mechanisms have led to gains in reliability, improved performance
and operational savings that are shared with customers.”*%® Ms. Johnson testified that
MRPs afford residents and businesses the benefit of reliable and predictable rates and
commented that EEI has observed states across the country enjoy success with MRPs to
meet priorities across stakeholders.>®® Last, Ms. Johnson urged the Commission “to

continue allowing electric companies the flexibility to participate in MRPs.”
h. Maryland Chamber of Commerce

During the October 15, 2024 hearing, Mr. Grayson Wiggins testified on behalf of
the Maryland Chamber of Commerce (“MCC”) to express support for the MRP. Mr.
Wiggins stated that the MCC believes that MRPs provide “transparency, stability and
reliability.” Regarding transparency, Mr. Wiggins testified that the MRP process promotes
transparency "because it allows utilities to inform the public and regulators of planned
system improvements ahead of time.”*’? He also stated that it provides stability because “it
allows utilities to recover funds for the work they do as they start to serve customers rather
than after the fact.”*”! He noted that the MCC believes more stable funding improves
planning and allows for more innovation, which promotes reliability for the grid and the

state energy use.
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2. Abandon MRP framework and return to traditional HTY ratemaking
model

a. OoPC

OPC argues that Maryland’s MRP experiment has failed and should be terminated
or sunset, rather than modified or converted into a permanent alternative ratemaking
mechanism.?”? It noted that the Commission established the MRP pilot under its authority
to adopt alternative forms of regulation and has the power to sunset MRPs under the same
authority.>”> OPC notes that none of the NGEA’s MRP-related provisions limit the
Commission authority to terminate the MRP Pilot and sunset the MRP construct upon a
finding that MRPs are not consistent with the public good.?’* In fact, OPC argues that the
NGEA demonstrates the legislature’s concern that the five years of MRP experience
demonstrates that the MRPs are inherently flawed, increase customer rates, shift financial
risks from utility shareholders to customers, weaken prudency review, and fail to produce
demonstrable customer benefits.?”> Further, OPC contends that the NGEA raises the
threshold for approval because the legislature doubted whether MRPs could ever be
consistent with customer interests.’¢

OPC’s Updated Brief identifies several reasons why the Commission should
terminate the MRP framework. First, OPC argues that the MRPs have been harmful rather

than beneficial to customers.?’” According to OPC's calculations, since implementation of

MRPs, distribution rates increased for each utility by the following percentages: BGE
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electric by 30%, Pepco by 33% and DPL by 17%.37® OPC further asserts that the average
annual percentage rate increases under MRPs have been at least 40% higher than under
Maryland's standard ratemaking from 2006—-2020.37° OPC attributes these increases partly
to increased capital investment and operating expenses. For example, it states that BGE
added more than $2 billion in plant during its first MRP and Pepco added $675 million,
even after the Commission reduced their proposed budgets.>*° OPC therefore characterizes
MRPs as accelerating rather than moderating customer rate increases. !

Second, OPC asserts that MRPs provide no real benefit to customers. OPC argues
the utilities’ claims that MRPs deliver transparency, advance State policy goals and reduce
administrative burdens are not supported by the record.**? As noted in Section III. A. above,
OPC argues that “transparency has declined”3%3; the “MRPs have not advanced State policy

objectives™84; and “administrative burdens have worsened.

2385

Third, OPC contends that MRPs are unworkable and the enactment of the NGEA
has not cured the MRP’s construct’s structural flaws that rewards utilities and shifts risks
to customers.’8® OPC argues that these structural flaws “cannot be mitigated through
tweaks to particular features” and although the NGEA prohibits utility reconciliation

filings, “the core anti-consumer features of the MRP construct remain [such as] limitations

on the review of capital workplans, reliance on utility forecasts, and reduced regulatory lag
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time."3%7 It is OPC’s belief that these features undermine important consumer protection
and fail to benefit the public interest.

Fourth, OPC argues that MRPs weaken prudency review, which is “the central
cornerstone of consumer protection in monopoly regulation.”38% A central OPC concern is
that MRPs undermine traditional prudency review, which protects customers by ensuring
that utilities recover only necessary, reasonable, and responsibly incurred costs.** Under
an MRP, OPC notes that large portfolios of future capital spending are approved
prospectively. OPC argues this creates ambiguity about whether a subsequent prudency
review becomes an after-the-fact assessment of execution alone and ignores whether the
projects were justified at the outset.>*® OPC points to differing statements by BGE
witnesses during the October 2024 hearings as evidence that even the utilities lack a
consistent explanation of how prudency review operates under MRPs.*°! OPC suggests that
this uncertainty can effectively insulate previously approved investments from meaningful
subsequent scrutiny. 2

Regarding the NGEA, OPC contends that the new provisions of PUA § 4-213 create
a higher standard of review than existed under PUA 7-505(c), which allowed alternative
ratemaking if it was “in the interest of the public.”*3 OPC contends that “by amending
PUA § 7-505 to make it ‘subject to’ § 4 -213, the legislature unmistakably signaled that

customer benefits must be affirmatively shown—not presumed.”*** To meet this test, OPC
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argues that utilities would need to demonstrate tangible, measurable benefits such as
improved reliability, safety and emissions reductions—directly tied to the MRP
framework.’*> OPC commented that “none of the MRP filings to date provide such
evidence” but instead “have obscured accountability and worsened customer outcomes.” 3%

Additionally, OPC interprets PUA § 4-213 as prohibiting the utility from seeking
reconciliation, but not preventing OPC, Staff, or the Commission itself from seeking a
downward adjustment where the utility has over-recovered its revenue requirement.*®’
OPC acknowledges, however, that Exelon disputes this interpretation.**® OPC notes that
this contention underscores the legal uncertainty about how MRPs as currently structured
would function post-NGEA. OPC further argues that any future AFOR must resolve the
questions clearly and unambiguously.?*’

OPC acknowledges that while overall protective of ratepayers, the elimination of
reconciliations by the NGEA removes a central component of the Commission's original
MRP construct.*®® OPC notes that reconciliation was intended to address differences
between forecasted and actual costs and provide an opportunity for prudency review.
Without it, OPC argues that an MRP essentially becomes a future test-year mechanism
based on forecasts without a reliable true-up process.*°! OPC argues that “MRPs without

reconciliation heighten the already high risks to customers of utility over-forecasting” and

concludes that the NGEA reconciliation provisions “removes the one mechanism that
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prevented MRPs from becoming entirely one-sided.”*? Further, OPC states that “[b]y
stripping out reconciliation and layering in the ‘customer benefit’ test, the legislature
signaled that MRPs are not presumptively in the public interest.”*%3

Hence, OPC suggests that the NGEA makes sunsetting the MRP pilot the only
lawful and prudent course and to return to traditional HTY ratemaking.*** However, if the
Commission finds it appropriate to continue with MRPs, then OPC firmly believes that “a
wholesale reevaluation, through a stakeholder process, of whether any alternative form of
regulation can ever satisfy”#*> the NGEA is necessary.

OPC rejects BGE’s recommendation that its proposed ERSM might address the
shortcomings of MRPs.*® OPC argues that the ERSM proposal would not address the
systematic problems of the MRPs. First, OPC claims that the ERSM is legally prohibited
because it is “reconciliation under another name,”*°” which contradicts the NGEA.
According to OPC, adjusting customer rates based on the difference between actual and
authorized returns constitutes reconciliation of revenue variances prohibited by PUA § 4-
213.4%% Second, OPC argues that even if an ERSM were legally permissible, it would not
satisfy the NGEA's customer-benefit requirement.*’® OPC notes that the Commission’s
original rationale for reconciliation stated that “Utilities cannot reliably forecast future

costs, and customers should not be forced to bear the consequences of forecast errors.”4!?
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OPC argues that BGE’s ERSM proposal “offers no credible substitute to address the

inevitability of forecasting errors.”*!!

Again, OPC argues that if the Commission wishes to move forward with any future
AFOR, it should not simply modify the existing MRP framework.*'? Instead, OPC
recommends that the Commission should start over through a robust stakeholder process
that establishes:*!3

(1) clear definitions and metrics for customer benefits;

(i1) safeguards against excessive capital spending;
(i11) appropriate allocation of forecasting and financial risks;
(iv) effective prudency review; and

(v) aclearunderstanding of any adopted AFOR and existing statutory
language. If such reevaluation is done, OPC points out that the
BSA also must be reexamined*'* and contends that the BSA
effectively operates as a built-in reconciliation. Since the BSA
already reduces utility revenue risk, OPC questions why utilities
also need MRPs or another AFOR layered on top of it.*!> OPC
therefore recommends reevaluating the BSA as part of any
comprehensive consideration of future alternative rate regulation.

Until a full reevaluation is completed, OPC recommends the Commission return to
traditional HTY ratemaking. OPC argues that HTY ratemaking “remains the only construct
that ties rates to actual costs and provides customers with a measure of protection against
inflated forecasts.”*'® OPC notes that a central feature of HTY ratemaking is regulatory

lag, which OPC argues acts as a critical safeguard for customers.*!” Under traditional
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ratemaking, a utility generally must manage cost increases until new rates are approved.
OPC views this regulatory lag as a feature—not a defect—because it creates an incentive
for utilities to control spending. OPC, therefore, recommends that the Commission
“reaffirm that HTY ratemakingis not an outdated relic, but the strongest available tool to

29418

ensure just and reasonable rates”*'® and return to it as the default ratemaking approach in

Maryland.
b. AOBA

AOBA, like OPC, recommends terminating MRP ratemaking and returning to
traditional HTY ratemaking.*! AOBA argues that based on its experience to date, MRPs
have been devoid of the needed support for the forecasted budgets the Commission has
relied upon to approve rates for future MRP rate years, utility actual expenditures have
substantially exceeded the costs upon which MRP rate approvals were premised, and
meaningful prudency reviews are essentially non-existent.*?° In its Final Brief, AOBA
expressed three main structural problems with MRPs: (1) Reconciliation is undermined by
utilities' reclassification and reassignment of costs; (2) Utility forecasts and actual spending
lack sufficient transparency; and (3) Meaningful after-the-fact prudency reviews have
largely been absent, allowing substantial rate-base growth.*?! AOBA argues that “[t]he
Commission’s past determinations of potential benefits do not reconcile with actual

experience.”*?? Additionally, AOBA argues that because utilities possess essentially all of
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the information concerning their spending decisions, they must be held responsible for
demonstrating the prudence of the expenditures they incur.*?* AOBA contends that utilities
have attempted to shift the burden to other parties in MRP rate cases who lack direct access
to internal records and communications.***

AOBA argues that the reconciliation process encourages spending above approved
budgets.*”> AOBA cites BGE’s and Pepco’s first MRPs as evidence of the utilities’
exceeding their Commission-approved budgets. AOBA pointed out that: BGE exceeded its
approved electric capital investment budget by a cumulative $475.6 million; BGE
exceeded its approved gas capital budget by $123 million; and Pepco exceeded its
forecasted MRP capital spending by $51.8 million.*?¢

Moving forward, AOBA contends that the Commission cannot rely on forecasts of
future costs to set just and reasonable rates when subsequent filings show large deviations
from those forecasts.*?” Further AOBA argues that “given the utilities have demonstrated
[an] inability to forecast future expenditures with reasonable accuracy, the notion that the
MRP process would reduce regulatory burdens has been soundly debunked.”*?® AOBA
recognizes that some variation for changing situations may occur at times, but the
significant level of the utilities’ deviations exhibited from the forecasted data in the MRPs
to date goes far beyond reason.*?* AOBA expressed particular concern regarding: (i) the

incentives Maryland MRPs have created for aggressive capital spending; (i1) the erosion of
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essential ratepayer protections under MRPs; and (iii) the utilities’ undermining of
Commission efforts to ensure the affordability of electric service for all sizes and types of
Maryland consumers.”*3? Therefore, AOBA recommends that the Commission find that
MRPs have not served the interests of Maryland ratepayers.*3!

AOBA recognizes that BGE’s proposed ERSM attempts to address some of the
deficiencies, but AOBA argues that proposal “is woefully insufficient.”*32 AOBA argues
that the proposal attempts to circumvent a prudency determination, and result in a variance
analysis where the utility has sole control of the inputs.*3?

Regarding the NGEA provisions in PUA § 4-213, AOBA argues that the statute's
customer-benefit requirement and prohibition on reconciliation as confirmation of many of
its criticisms.*** Nevertheless, AOBA still concludes that abandoning the forecast-based
MRP construct rather than attempting to repair it best serves the Maryland ratepayers and
the public interest. Nonetheless, AOBA expressed that if the Commission decides to
continue with MRPs in some fashion, it should only do so on a case-by-case basis that takes

into account each utility's individual characteristics and customer mix rather than adopting

generic MRP policies.*3*
c. MEAC

MEAC recommends terminating BGE's pilot and returning to traditional

ratemaking, principally because of the impact on limited-income households.**®* MEAC
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argues that the MRP construct opens the door for after-the-fact rate reconciliations and
appears to be placing the rate risk on consumers while traditional rate making avoids these
reconciliations.**” MEAC also highlights the Maryland General Assembly’s adoption of
new MRP provisions that place guardrails on the process, ensuring that MRPs can only be
used in the case of consumer benefits.**® However, MEAC regards "consumer benefits" as
too vague because almost any investment might ultimately be characterized as providing
some consumer benefit. Ultimately, MEAC recommends that the Commission terminate
the pilot, slow rate increases, and return to traditional ratemaking, which would make

consumer bills affordable.
d. Ceres

Ceres urges the Commission to immediately terminate the MRP pilot program
initiated in 2020.%*° Ceres argues that evidence from BGE's implementation demonstrates
that this ratemaking mechanism has fundamentally failed to protect Maryland ratepayers,
while creating incentives for excessive utility spending.**® The organization credits the
MRP for unprecedented rate increases while simultaneously reducing regulatory oversight
and shifting financial risk from shareholders to consumers.**!

Ceres argues that the pilot has removed important mechanisms that regulators
traditionally use to control wasteful spending and ensure prudent investment decisions. 442

Without these tools, utilities face minimal consequences for inefficient or unnecessary
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spending. The Commission and stakeholders have limited visibility into actual spending
patterns and whether investments deliver promised benefits to ratepayers. Ceres contends
that under the pilot, BGE has transformed what should be an "opportunity to profit" into a
virtual "profit guarantee."*** Ceres further argues that this shift fundamentally alters the
risk-reward balance in favor of shareholders at the expense of ratepayers.** Ceres urges
the Commission to act decisively to restore balance, accountability, and affordability to

Maryland's utility regulation framework.*#>

e. Maryland PIRG Foundation

During the first day of the Lessons Learned hearings, a representative for Maryland
PIRG Foundation (“Maryland PIRG”) argued that the Commission should end the MRP
Pilot and return to traditional ratemaking. Maryland PIRG stated that “the pilot has led to
excessive rate hikes for 1.3 million Marylanders using BGE as well as customers of other
utilities.”*4*¢ Maryland PIRG asserted that ending the pilot does not mean that the
Commission will not have the tools it needs to require utilities to engage in long-term
planning or meet State policy goals.

Maryland PIRG testified that there were four reasons why the MRP Pilot should
end. First, Maryland PIRG argued that “the pilot has led to excessive rate increases without
a measurable increase in public benefit.”**” Citing OPC’s data, Maryland PIRG pointed

out that since approval of BGE’s pilot, BGE’s electricity delivery rates have increased 26
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percent and gas delivery rates have increased 43 percent and argued that the increases far
outpaced the rate increase before the pilot. Second, Maryland PIRG contends that
“[a]llowing the utilities to request their approval for rate increases in advance of spending
has reduced oversight and accountability, and the transparency benefits have been limited
at best.”**8 Third, Maryland PIRG stated that “the preapproval of spending combined with
the reconciliation process has supercharged the incentive for infrastructure spending.”44°
Maryland PIRG indicated that this combination allows utilities to overspend their budget
and still have a virtual profit guarantee, which it claims would not happen in a competitive
market situation nor under the traditional ratemaking model. Finally, Maryland PIRG
argued that “the impact on rates and profit guarantee is crowding out more valuable
programs” like renewable energy, energy efficiency, and building and transportation

electrification.**® Maryland PIRG concludes that the Commission should end the pilot and

return to a ratemaking process that provides better checks on utility spending.

I Economic Action Maryland

During the first day of the Lessons Learned hearings, a representative from the
Economic Action Maryland noted that the organization’s July 2024 member survey
showed that “nearly 500 Marylanders, over half of respondents indicated that high utility
bills go within their top five biggest costs affecting their lives” and twenty percent of the
respondents discussed how they have cut back on utility use in order to cope with the

increased cost of living. 3!
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Economic Action Maryland commented that as climate change leads to hotter
summers, “it is imperative that all people are able to afford the electricity needed to cool
their homes” and argued that utilities must take the necessary steps to move toward the
State’s climate goals.*>> Economic Action Maryland argues that the MRP pilot model
allows BGE “to socialize the cost of infrastructure spending while reaping all the benefits
and profits for shareholders.”**3 It further asserted that “[a]s a monopoly BGE holds
disproportionate control and power over its customers, because few alternatives exist. It is
critical that any ratemaking proposals are subjected to rigorous scrutiny and due

diligence.”**

3. Implement Substantial Reforms to current MRP framework

a. Staff

Staff argues that the MRP Pilot as currently structured must be improved by
adopting many of the recommended changes by various parties in the Lesson Learned
proceeding or it will fail.*>° For instance, Staff highlighted the limited quantitative
information on project benefits and spending, provided by the utility with the MRP Pilot
application. Staff argues that this causes asymmetries of information and impedes the
review of MRP projects.**¢ Staff reccommended substantially enhanced filing requirements
to the MRP application process that address the major deficiencies identified by the parties;

stronger project-benefit documentation, better explanations of budget-to-actual changes;
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and more robust reconciliation testimony.**’ Staff argued that a stronger cost-sharing and
cost containment mechanisms were needed, but did not endorse BGE’s ERSM proposal.**
Staff recommended that parties have further discussions and attempt to reach a consensus
proposal for Commission review.**°

Staff noted that with the comments filed by the parties, the legislative-style hearings
conducted on October 15 and 16, 2024, and the filing of briefs by the parties, “a
determination could be made under the criteria specified in PUA § 7-505 (c)(2) by the
Commission as to whether the MRP Pilot Program should be transitioned into a standard
ratemaking process available to gas and electric companies.”*%° Staff highlighted that
“[e]ssentially, there has been at this point of the MRP Pilot Program approximately nine
utility-years of experience with MRPs, a much longer period than was contemplated at the
commencement of the MRP Pilot Program.” Staff argues that “it is unlikely that any
important previously unidentified lessons learned issues will be identified by continuing
the MRP Pilot Program for additional three-year MRP periods for any of these utilities
[BGE, Pepco and DPL].”#¢! Therefore, Staff recommended that the Commission give
consideration to whether the MRP Pilot Program should conclude without further use of
MRPs or if the MRP Pilot Program should transition and be authorized as a standard form

of rate regulation.*? Staff cautioned that “if MRPs are authorized as a standard form of

alternative regulation, the utilities should remain aware that the use of the MRP process is
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a privilege, not a right, and that a grant of an MRP would not create an entitlement to a
future MRP.”463

Staff noted that MRP regulations will be needed if the Commission intends to
authorize the MRP process as a permanent form of alternative ratemaking used by gas and
electric companies.*** Staff explained that while it may have been appropriate for the
Commission to allow use of the specified guidelines and requirements for MRP
applications during the pilot, it will be necessary to adopt regulations before MRPs can be
adopted as an authorized method of alternative ratemaking for gas and electric companies.
Staff explained, “Since the MRP procedures would be applicable to all gas and electric
companies, the promulgation of the requirements to be followed cannot be by Commission
order but instead must be made by adopting new regulations.”*%> Consequently, the
Commission will need to direct that proposed regulations be drafted and initiate a
rulemaking for new MRP regulations prior to ending the MRP pilot.*6¢

In its Updated Brief filed September 5, 2025, Staff commented that it does not
believe a modified construct involving a shared earnings approach runs afoul of the ban on
reconciliations of costs.**” The shared earnings approach does not reconcile budgeted costs
to actual costs, so in a strict sense it does not involve reconciling programmatic data from

the utilities. Staff argued that “a properly constructed sharing model presents an

opportunity to instill appropriate utility behavior that allows the organization to perform
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its required functions while reigning in costs in a manner that is equitable for
consumers.”*68

Staff also suggested that the MRP construct should be reformed to extend MRP
rates past the end of the MRP. Staff noted that the current construct establishes “a bit of
overkill” by requiring utilities and stakeholders to constantly re-examine the existing utility
rates prior to the termination of the MRP period. Under the current MRP construct, this
process establishes a cycle of perpetual rate cases that results in a utility being forced to
file a new rate case at least every 3 years.*®® Staff further recommended that the
Commission determine if an electric company with an approved MRP can still use the BSA
under PUA § 4-213.#7° Staff argued that “[b]ecause the BSA functions as a reconciliation
of cost or revenue variances, the BSA may no longer be permitted under Maryland law as
it violates the prohibition under § 4-213 against companies with MRPs filing for a
reconciliation of cost or revenue variances.”*”!

Ultimately, while Staff concludes that the current MRP construct has some
significant deficiencies, it does not recommend abandoning forward-looking ratemaking.
Staff indicated that a reformed MRP construct could potentially become a standard

alternative form of regulation if recommendations from parties participating in the Lessons

Learned Proceeding are adopted.
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b. MEA

In its Initial Brief, MEA recommended that the Commission suspend MRPs
“indefinitely unless and until future MYPs—or other forms of alternative ratemaking—meet
threshold objectives to guard against harm to customers and to effectively and efficiently
plan for State policy goals.”*’> MEA argued that any approved MRP should have the
following safeguards: “(1) Customer benefits must be effectively demonstrated and
quantified in each MYP, including ratepayer cost savings; (2) The MYP process should
provide an overhauled reconciliation proceedings that is based on stakeholder input; (3)
An MYP cost recovery cap or modified earnings share mechanism must be formulated to
assure utility spending is within approved limits; and (4) The MYP process must provide
for clear and full plan to address of key State policy decisions, including pending policy
rulings.”*73

MEA claims that the MRP does not go far enough to assure that continuing with
the MRP construct is in the public interest.*’* MEA points out that under PUA § 7-
505(c)(2), AFORs, such as MRPs, are completely within the Commission’s discretion and
not a matter of a utility’s right.*”> MEA notes that “PUA § 7-505(c)(2) provides that the
Commission “may adopt an alternative form of regulation ... if the Commission finds, after
notice and hearing, that the alternative form of regulation: (i) protects consumers; ensures

quality, availability, and reliability of regulated services; and is in the interest of the public,

including shareholders of the electric company.”” 4’ MEA emphasizes that to be consistent
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with PUA § 7-505(c)(2), an MRP application must demonstrate how it “protects
consumers” and argues that the Lessons Learned proceeding reveals that the current MRPs
have fallen short.*”’

Additionally, MEA recommends a complete overhaul of the reconciliation
component in the MRP framework as currently constructed.*’® MEA argues that to assure
strong ratepayer protections as part of an MRP, the annual reconciliations “must be
overhauled to incorporate stakeholder input and implemented to effectively contain costs
and provide a clear understanding of what is included in the final prudency review.” 4"
MEA argues that the current process does not meet this threshold test.”

MEA also expressed support for stronger cost controls, but does not support BGE’s
ERSM proposal as currently designed.**® MEA indicated that this type of 50% cost sharing
proposal “does not provide a reasonable balance as it favors utilities over customers,” “does
not incentivize extraordinary behavior or advance particular policy goals” and it does not
quantify benefits or link a utility’s reward to anything other than controlling costs or
possibly reaping a windfall from increased operating income.*%!

MEA noted that there are a wide range of earnings share mechanisms in other states
and suggested that the Commission open a separate docket for stakeholder comments
before adopting one. MEA listed several states, such as Hawaii, Vermont and Wisconsin,

with approved cost sharing mechanisms that vary widely. Due to the complexity of these

mechanisms, MEA supports the Commission initiating a lessons learned inquiry that
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addresses cost sharing experiences with other states, “especially one that answers the
question of how much, if any, has actually been credited back to other customers; if the
experience in states with both an earnings share mechanism and an MYP have resultedin
contained costs, and how an earnings share mechanism compares to performance incentive
mechanisms.”*8?

Regarding the NGEA, MEA stated that it believes that the restriction on
reconciliation alleviates some of the escalating costs of the MRP cost recovery and
addresses a major issue with the current MRP construct, which was largely agreed upon by
the parties as problematic.*®* MEA argues that the MRP process can still be valuable as a
forward-looking tool to align rate cases with State goals on system planning and grid
optimization.*®* For example, MEA commented that MRPs can provide enhanced
regulatory oversight and transparency by allowing the Commission and stakeholders to see
utility plans ahead of time and to gauge the accuracy of spending and load forecasts. 43’
MEA pointed out:

Maryland is also facing a whirlwind of competing pressures on its
utilities, distribution grid and regulatory structures [ ] including price
increases in PJM capacity auctions; resource adequacy challenges
exacerbated by uncertainty surrounding offshore wind and other
renewable generation assets; ongoing rate increases based on
investments in the distribution system; load growth from data

centers and electrification; and worsening affordability pressures on
households struggling under energy burdens.*8¢
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MEA argued that “[a]ll of these circumstances, combined with the MYP’s shift to

concurrent cost recovery, create the need for the state to re-examine traditional cost of

service rate-making.”487

Finally, MEA recommended that the Commission reconsider the relationship
between risk and utility returns in any forward-looking MRP framework in the future.
Specifically, MEA asks whether an MRP reduces utility risk through accelerated or
concurrent cost recovery and if so, should the utility receive alower ROE. Therefore, MEA
makes several recommendations that the Commission could examine to address the
reduced risk from concurrent recovery, such as:

(1) the Commission could split return OF (i.e., the pass-through costs
of plant in service) and return ON (i.e., the rate of return as
calculated by the authorized rate of return) by providing for
concurrent return only OF spending as certain investments are
placed in service, while delaying the return ON the investment until
after a prudency review;

(2) should the Commission adopt the earnings share mechanism
approach (“ESM”), the Commission could adjust the relative risk
between utilities and ratepayers on certain investments by having an
asymmetric recovery, such as a reduced or eliminated recovery for
underearning but still including cost sharing for any overearning.
Alternatively, a larger deadband to trigger recovery of underearning
would similarly reduce the risk placed on ratepayers. At a minimum,
any ESM mechanism must appropriately account for the interactions
of risk reduction and rate impacts of the bill stabilization adjustment
(BSA); and

(3) ...[D]ecide on a case-by-case basis whether a downward adjustment
is necessary given the decreased risk to a utility from multi-year rate
plans or financing riders for certain investments. While this type of
inquiry can be done in individual rate cases, the goal is to avoid
creating a surprise where utilities are suddenly attempting to meet
new regulatory expectations. A non-rate case process to explore this
issue will likely produce a more measured outcome that utilities can
better incorporate into their planning and rate case filings.*3®
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C. Constellation

Constellation expresses criticism of the existing MRP but remained open to
retaining a substantially redesigned version. It concludes that BGE's pilot has not delivered
the promised benefits of rate predictability, better alignment with Maryland energy policy
objectives, efficiency or utility innovation. Constellation argues that the MRP “has led to
higher than anticipated rate increases, insufficient transparency into utility spending, and
concerns regarding the equitable distribution of financial risks between BGE and its
customers.”*

Constellation argues that to better protect ratepayers and support State policy goals,
it is necessary for the Commission to consider reforms to the current MRP construct by
incorporating more rigorous mechanisms for evaluating utility forecasts, implementing
real-time performance monitoring, and introducing annual reconciliation mechanisms.

Constellation believes these types of reforms can enhance transparency, accountability, and

the overall effectiveness of the MRP.#%°
d. Baltimore City Councilmember Zeke Cohen’s Office

During the first day of the Lessons Learned hearings, a representative for Baltimore
City Councilmember Zeke Cohen’s office commented that their office has followed the
MRP case proceeding closely given the significant interest and impact on constituents. The
representative noted that not only are BGE’s unprecedented levels of gas infrastructure

spending pushing already unaffordable utility rates higher but the gas infrastructure work

489 Constellation Initial Comments at 5.
490 14,
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491 The representative

has substantial impacts on the quality of life to the communities.
commented that although rate predictability was one of the intended goals of the MRP, the
reality of how residents interact with their utility bills differs from how parties have
described. Essentially, residents are not checking the Commission’s website to see what
their rates will be in three years because it does not matter “if the rates are predictable if
the prediction is that they are skyrocketing.”*°? The representative concluded that based on
the comments from stakeholders, it appears that the MRP primarily benefited BGE but
their office believes that there is potentially a solution that gives the benefits to contractors,
minority contractors, local businesses, while being beneficial to customers, the planet and

the public interest in general .**3

4, Specific Modifications proposed by the Parties

During the Lesson Learned proceeding, several parties made recommendations for
consideration to improve the MRP framework as structured. Those recommendations have

been grouped by category and are listed below.
a. Prefiling Requirements

(D) A Pilot MRP should file a notice that it intends to file an application, which
would allow the Commission to schedule when the filing will occur based upon its
administrative calendar. This will prevent the simultaneous filing of MRP applications and

its adverse impact on the ability of other parties to evaluate the applications.*** (Staff)

491 Hr’g. Tr., Case Nos. 9618 and 9645, Vol. 1, 19:23-20:1-5 (Oct. 15, 2024).
P21d. at21:1-4.

93 Id. at21:5-12.
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(2)

Any utility planning to file an MRP should file a notice of intent at least 15

days prior to the planned filing date. The notice of intent should include notice of any

unusual, innovative or non-recurring proposals in the MRP, including but not limited to

proposals such as depreciation rate changes, pilots, and performance incentive metrics. 4>

(Joint Exelon Utilities)

)

A notice of intent should not replace pre-filing meetings that utilities should

continue to offer to Staff and OPC that offer an opportunity for additional prefiling

discussions.**® (Joint Exelon Utilities)

(4)

Revised Filing Details (Staff)

(a) Each project above a specified dollar threshold should include a listing
of the quantitative benefits the project is expected to achieve. This list
will assist other parties and the Commission in understanding the need
for the project and how it complies with State policy goals.**” (Staff)

(b) Each project should break down the resources that are expected to be
utilized into labor, materials, and outside costs. This itemization will
assist parties and the Commission in understanding the actual spend and
any variances reported in the Annual Informational Filings.**® (Staff)

(c) Detailed written testimony in support of projects above a certain
threshold should accompany the MRP Application. This is a necessary
action in establishing the necessity of the projects, and part of the
prudency review process. As noted during the Pilot MRP Lessons
Learned Proceeding, a portion of the prudency review is front-loaded as
a result of the MRP process.**° (Staff)

(d) Projects and spending (both Capital and Operations and Maintenance)
should be classified into significant categories that are driving Pilot
Utility business decisions. This will assist in showing how the MRP is
directing utility spending consistent with State policies.>*

(1) Appropriate categories would include Reliability, Asset
Replacement, New Business, Customer Service, Legislative

495 BGE Initial Brief at Attachment 1.

496 Id.

497 Staff Initial Brief at 7.

498 Id.
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Requirements, Administration, etc.’°! (Staff)

(i) No amount of actual spend should be classified in a Miscellaneous
category account in the Annual Project List or in any schedule of
project costs for the year without explanation.>*? (Staff)

&) Revised Details of Filing. (Joint Exelon Utilities)

(a) Capital and O&M projects with spend more than $10 million or 5% of
the annual capital or O&M spend for a given year should be discussed
in written testimony by a sponsoring witness.>%?

b) Utilities will include quantification of benefits for projects $1 million or
q proj
greater where available and discussion of benefits where quantification
is not available.’%*

(1) The Exelon Utilities commit to detailed discussions with Staff
where they will discuss available benefits at a project-by-project
level.

(6) An allowance for major storm recovery costs should be included in the MRP
forecast years. Currently, there is no allowance for this cost, so when there is a storm, the
MRP spend for that year will exceed the approved budget, and after three years will likely
cause a significant variance. An allowance based upon the average cost over the prior five
years would provide a fair estimate of the annual cost over a three-year forecast period.*%
(Staff)

(7) Only approve rate case expenditures that incorporate distribution system
planning. (MEA)>%

If a utility also has a Distribution System Plan (DSP) either approved or under

review, the MRP filing should explain how the proposed projects align with the DSP.3%7

501 Id
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(Exelon)

Incorporate a more rigorous mechanism for evaluating utility forecasts and capital
investments to ensure they meet State objectives.’*® (Constellation)

(8)  Limit use of electronic only data responses.>? (AOBA)

9) Require detailed project-level analysis rather than broad program-level
forecasts.>!? (Constellation)

(10)  If a party recommends or requests that any Pilot Utility programs or projects
be removed from consideration during the MRP application approval process because that
program or project is better regulated in a different proceeding, the State policy or goal
associated with that program or project should be identified along with an explanation as
to how this would better accomplish that State policy or goal.>!! (Staff)

(11)  Utilities should offer meetings with stakeholders throughout the MRP
procedural schedule on key topics, such as meetings explaining the utility’s budgeting
process, overviews of different projects, or other topics as requested by stakeholders. Such
meetings would include utility subject matter experts who would be available to answer
stakeholder questions.’!? (Joint Exelon Utilities)

(12)  Length of time for MRP effective period?

(a) Utilities would continue to be allowed to file MRPs for a period up to 3
years.’!? (Joint Exelon Utilities)

508 Constellation Initial Comments at 2.
509 AOBA Initial Brief at 18.
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b. Rate Case Length and Commission Flexibility

(1) Establish procedural requirements to prevent simultaneous litigation of

multiple MRP applications®'* (Staff)
C. Post Case Filings (Project Lists and Annual Informational Filings)

(1) Adjust project list to be more consistent with Annual Informational Filing
and include supplemental information to support any new projects greater than $1 million
to lessen parties’ administrative burden.>!> (Joint Exelon Utilities)

(a) Supplemental information would include a breakdown of project costs
by labor, contracting, materials and other.

(b) Annual project list updates should note any new or canceled projects
greater than $1 million, with reasons for the addition or cancellation.

(c) Projects should be noted if they have spend going into service during
the MRP period and the year it is forecasted to go into service.

(d) Any miscellaneous or other categories should contain detail on any
projects with spend of $500,000 or greater.

(2)  Monitoring the status of MRP projects>!¢ (Staff)

(a) MRP filings and updates should include discussion of changes from
initial budget to those reflected in the current or updated Project List.
This is necessary to determine whether the forecast spend for any
projects or programs in any coming forecast years will need to be
adjusted to comply with the MRP budgets and the approved tariffrates.
(Staff)

(b) Mid-Year Reports should discuss any changes to the Project List
implemented for the Year. (Staff)

(c) The Annual Information Filing should show which projects have closed
and those projects that have been deferred from their planned year along
with the reason for the deferral. (Staff)

3) For parties to consider. Should there be a limit on how much cost shifting

514 Staff Initial Brief at 6. See also Staff Reply Comments at 5.
315 BGE Initial Brief at Attachment 1.
516 Staff Initial Brief at 8.
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between projects can occur before rates should be lowered automatically for a utility’s
failure to stick to the reviewed project and budgets?

(a) MEA on briefindicated that utilities should not be allowed to swap out
projects.’!” AOBA raises concerns about utilities shifting budgets
significantly.

d. Timing of Next Case

(1)  Future MYPs would not include an expiration date for the Year 3 rates.>!®
End or revisit the requirement for rate expiration and the obligation to file a subsequent
rate case to provide flexibility as to when cases may be brought forward in a manner that
seeks to balance the workload of stakeholders to the extent possible. (Joint Exelon Utilities

and Staff)

e. Reconciliations and Incentive Mechanisms

(D) Filing
(a) Require more detailed explanations to support reconciliation requests.

(1) MEA- Utility should clearly identify what work items from the
budget / Project List have been closed and moved into Plant
accounts by Project. Supporting testimony must identify and
explain the changes that have occurred to the Projects set forth
in the Annual Project List and the reason for the change. (Staff)

(b) Utility should quantify whether the intended benefits from Projects were
achieved and, if not, why they were not achieved.>!® (Staff)

(c) Final annual costs should be broken into component resources such as
labor, materials, and outside costs and an explanation as to differences
than those set out in the original Project List and as modified in
subsequent Annual Informational Filings.>2° (Staff)

(d) Utilities should provide a schedule that shows the work items and

517 MEA Initial Brief at 6.
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projects from the Project List that have closed and the spend moved into
Plant accounts since the last approved Plant balance.>?! (Staff)

(e) Utilities should provide detailed testimony that shows that the final
spending for the year for capital and O&M costs is both reasonable and
efficient.>?? (Staff)

(2)  Incentive Mechanisms
(a) Performance Incentive Mechanisms

(1) MEA in its initial filings suggested that PIMs be explored
further.’?® Over the course of the MRP, the utilities either
withdrew or the Commission denied all PIMs.

(i1) IBEW opposes PIMs.3%4
(b) Cost Sharing Mechanism (Joint Exelon Utilities)

(1) Future MRPs should include an earnings sharing mechanism,
with a symmetrical deadband above and below the Commission-
authorized rate of return. If the utility’s annual earned rate of
return is within the deadband, there is no amount which would
run through the MRP Adjustment Rider. If the utility’s annual
earned return is above the deadband, the utility will share 50%
of the amount above the deadband with customers through the
MRP Adjustment Rider. If the utility’s annual earned return is
below the deadband, the utility has the opportunity to seek
recovery of 50% of the amounts below the deadband lower range
could be recovered through the MRP Adjustment Rider. Annual
informational filings presenting all annual results would
continue to be filed and include ESM calculations.’?

(i1) Supported by the Exelon Utilities and Constellation. Staff
indicated some support for it but presented a different proposal
as to how it would work.

(1) MEA did not support but recommended the Commission
look into it further. Wants stakeholders to formulate a
cost recovery cap, PIM, or earnings sharing mechanism
that appropriately incentivizes utilities to manage costs.

(2) Put a cap on additional revenue that can be obtained.2¢
(Staff, MEA)

521 1d.
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(1)

(3) Require utilities to provide a “Schedule of Affiliate
Transactions” report.’?” (IBEW)

(4) Allow new parties to join the case for a limited time at
time of reconciliation filing.>?® (IBEW)

Miscellaneous

Establish a deferred accounting mechanism for unanticipated and material

costs that arise.’?° (Exelon Utilities)

(2)

Docket a proceeding or set a procedural schedule inviting interested parties

to comment about whether the language of PUA § 4-213 prohibits further application of

the BSA under the MRP.*3? (Staff)

)

(a) Staff and other parties questioned if the BSA was not allowed for

utilities using an MRP because of the prohibition on reconciliation.

Examine how ROEs are applied (MEA)3!

(a) The Commission could split return OF (i.e., the pass-through costs of

plant in service) and return ON (i.e., the rate of return as calculated by
the authorized rate of return) by providing for concurrent return only OF
spending as certain investments are placed in service, while delaying the
return ON the investment until after a prudency review.

(b) Should the Commission adopt the ESM approach, the Commission

could adjust the relative risk between utilities and ratepayers on certain
investments by having an asymmetric recovery, such as a reduced or
eliminated recovery for underearning but still including cost sharing for
any overearning. Alternatively, a larger deadband to trigger recovery of
underearning would similarly reduce the risk placed on ratepayers. At a
minimum, any ESM mechanism must appropriately account for the
interactions of risk reduction and rate impacts of the bill stabilization
adjustment

(c) The Commission could decide on a case-by-case basis whether a
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downward adjustment is necessary given the decreased risk to a utility
from multi-year rate plans or financing riders for certain investments.
While this type of inquiry can be done in individual rate cases, the goal
is to avoid creating a surprise where utilities are suddenly attempting to
meet new regulatory expectations. A non-rate case process to explore
this issue will likely produce a more measured outcome that utilities can
better incorporate into their planning and rate case filings.

4) Storm costs have been a significant driver of MRP reconciliations. If
utilities are operating in an MRP, regulatory asset/liability treatment should be provided
for increases or decreases in minor storm costs, similar to the current treatment of major
storm events. Storms are an item commonly included in the definition of exogenous costs
by other states and are largely outside of a utility’s control. If the Commission does not
prefer a regulatory asset or liability, it should alternatively add an exogenous cost
adjustment to the ERSM.>3? (Joint Exelon Utilities)

(5)  New regulatory and legislative requirements, which were not included in
the initial MRP base rates but arise during the MRP period, should be dealt with in
individual Commission proceedings. The Commission should provide appropriate cost

recovery treatment of any related programs in those proceedings.>** (Joint Exelon Utilities)

g Demonstration of Benefits to Customers of Investments

This is a new requirement established under PUA § 4-213(b), if an MRP is allowed.
This provision was not significantly addressed in the parties’ revised briefs, and it is
recommended that this be examined by the parties. OPC’s view is that utilities likely cannot
meet this requirement. MEA recommended that MRPs be suspended until the utilities can

demonstrate and quantify customer benefits, including ratepayer cost savings.

332 BGE Initial Brief at Attachment 1.
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Commission Decision

Since the Commission's initiation of this MRP Lessons Learned proceeding in
August 2024, the Maryland General Assembly has passed two key statutes that materially
altered the regulatory landscape related to MRPs and must inform how the Commission
addresses the threshold question of what to do with the current MRP framework going
forward. First, in May 2025, the Maryland General Assembly passed Senate Bill

937/House Bill 1035, also known as the NGEA, and codified in PUA § 4-213.

Under the NGEA, PUA § 4-213 provided in pertinent part:

(a) This section applies only to a public service company that is an
electric company, a gas company, or a combination gas and electric
company.

(b) Unless otherwise authorized by law, the Commission may approve
the use of a multi-year rate plan for distribution base rates only _if
the plan:

(1) demonstrates the customer benefits of the investment; and

(2) does not allow for the public service company to file for
reconciliation of cost or revenue variances of the approved
revenue component used by the Commission to establish just
and reasonable rates.

(c) A public service company that files or has filed an application for a
multiyear rate plan may not subsequently file for reconciliation of
cost or revenue variances of the approved revenue component used
by the Commission to establish the multiyear rates unless the filing

for reconciliation was made on or before January 1, 2025.534
(emphasis added)

The NGEA created a heightened test for approval of an MRP by requiring a

demonstration of customer benefits and initially restricted a utility from filing for

534 PUA § 4-213(b).
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reconciliation of costs or revenue variances of the approved revenue requirement used to
establish just and reasonable rates.

Subsequently, in May 2026, the Maryland General Assembly passed the Utility
RELIEF Act, which further amended PUA § 4-213 clarifying the cost/revenue variance
language by adding PUA § 4-213(d), which states, “For multiyear rate plans approved
after January 1, 2026, the Commission may require a public service company to include
a reconciliation procedure in its multiyear rate plan to refund customers the difference
between: (1) the public service company’s approved revenue requirement and the public
service company’s actual revenue requirement during the term of the multiyear rate plan.”
(emphasis added) PUA § 4-213(d) removes the strict prohibition on reconciliation initially
enacted and permits the Commission to require a utility to file a reconciliation procedure
when the utility has overcollected and customers must be refunded. This provision shapes
whether and how cost and/or revenue variances can be handled under an MRP framework.
Additionally, the Utility RELIEF Act amends PUA § 7-505, which is addressed in Section
III. D. 2 below. Both of these statutes reflected the General Assembly’s concern with
increased rates for critical utility service to their constituents.

The Commission finds that the MRP-related provisions of the NGEA and the
subsequent Utility RELIEF Act address one of the major points of contention among all
parties in this proceeding: reconciliation. The enactment of PUA § 4-213 substantially
narrows the dispute because future MRPs are now prohibited from using the reconciliation
mechanism or cost-sharing mechanisms that result in additional charges to customers
above the approved revenue requirement. Additionally, MRPs must demonstrate customer

benefits. However, the Commission finds that while the revised statutes provide some
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parameters to address one problematic area, they leave several other major issues
unresolved that must be addressed if MRPs are to be considered as a standard rate setting
tool in the future. A non-exhaustive list of open questions includes, how should customer
benefits be defined and demonstrated; determining whether earnings-sharing mechanisms
are permissible under the statute or would it be considered a form of reconciliation; how
should prudency reviews work without reconciliation; and determining whether the BSA
remains appropriate.

With such critical issues remaining, after completing the MRP Pilot, the
Commission is unconvinced that the MRP framework as implemented satistied PUA § 7-
505(c)(2) in order to be transitioned into a regular ratemaking process at this time. Also,
the Commission finds that PUA § 4-213 necessitates a change to the MRP as currently
structured but also leaves open a pathway for MRPs even with the Commission’s
misgivings. As Ms. Francis, AOBA’s Counsel, stated during the October 16, 2024 hearing,
“the current [MRP] process doesn’t need a little tinkering up or down, it needs a major
rehaul or a complete elimination,” to which the Commission generally agrees.’3?
Nonetheless, Maryland statute now expressly provides for MRPs, therefore, a further
examination of how the concerns and shortcomings raised in this Lessons Learned
proceeding can be addressed is warranted.

In determining the appropriate path for the use of the MRP structure by Maryland’s
utilities, the Commission believes that a further evaluation based on the lessons learned
from the MRP Pilot, as well as the provisions in the recently enacted legislation discussed

above, is warranted. Additionally, the Commission finds that even after a substantially

335 Hr’g. Tr., Case Nos. 9618 and 9645, Vol. 2,327:6-8 (Oct. 16, 2024).
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reformed forward-looking MRP framework is developed for consideration, PUA § 4-
213(b) grants the Commission discretion to approve use of such a plan for any utility.

The Commission, therefore, directs the Work Group already established in PC 83
to address both the mandated Utility RELIEF Act Study described in the Commission’s
Notice>¢ issued on September 10, 2026 and the development of recommendations based
on the conclusions contained in this Order. Specifically, the Work Group is charged with
developing and recommending a more refined and robust forward-looking MRP
framework that addresses issues raised by the implementation of PUA § 4-213 and other
concerns raised by the parties in this proceeding. This could include a reexamination of
other AFORs as permitted in PUA § 7-505(c) and should also be informed by the mandated
study required by PUA § 7-505(c)(4) for which the Commission has already directed a
work group to file recommendations on or before February 1, 2027. As noted by BGE, this
work group does not have to start from scratch.

The Commission also notes that Pepco already has transitioned away from an MRP
and BGE has proposed a rate case that will transition off of projected MRPs for the time
being. Parties should track and include in the work group report to the Commission
regarding any complications arising from these transitions and how they may be mitigated.
The Commission agrees that a place to begin the evaluation is with the work that began in
2019 and 2020 when the MRP was originally being formulated.

The current MRP construct permits any Maryland utility to file an MRP application
that is based on a historic test year and may establish rates for up to three future rate-

effective years. The application can be filed at any time and must contain certain minimum

336 Notice of Proceeding, PC 83, RELIEF Act Study (Sept. 10, 2026).
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filing details.>*” Order No. 89482 in Case No. 9618 also outlines other requirements for the
utility’s MRP application testimony and what must be demonstrated. For example, in
addition to the filing requirements, the application must include a commitment to remain
under the plan during its term ("stay out"), track forecast accuracy, provide annual
informational filings, satisfy reporting requirements and adhere to a reconciliation process
(which is now expressly prohibited by PUA § 4-213). Order No. 89482 outlined just the
minimum requirements; a utility was free to provide additional information or criteria as
appropriate.

In terms of the various recommendations made to improve the MRP framework,
the Commission will not give explicit guidance on all of these recommendations as they
are better left to the Work Group to discuss and examine as to how they can appropriately
balance the concerns raised by the Commission and other stakeholders throughout this
Order, including but not limited to the need for: increased forthright advanced sharing of
critical data and information from utilities, better alignment with ensuring utilities have
incentives to control costs, reduced administrative burden, equitable distribution of risk,
clear demonstration of customer benefits, clear showing of how State policy objectives are
being advanced and addressing any other shortcomings of the MRP identified during this
Lessons Learned proceeding. Ultimately, the utilities bear the burden of proof to make
these demonstrations and to satisfy statutory requirements to obtain MRPs or other AFORs.
It is not the responsibility of other parties to solve this conundrum, though the Commission

will provide the forum for productive discussion and negotiations to take place.

337 See MaillogNo.300339, citing Case No. 9645—Updated BGE Minimum Filing Requirements, filed Now.
30,2022.
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The Commission considers all enhancements recommended by the parties in this
Lessons Learned proceeding as possible tools to address its concerns and that all proposals
should be considered in the Work Group unless otherwise mentioned in this Order. The
Work Group shall determine what policies would be appropriate to be implemented as part
of a new more refined and substantially reformed forward-looking MRP framework that
would satisfy PUA § 7-505(c)(2), §4-213, §4- 201, and §4-101. As part of its work product,
the Work Group is directed to submit an Evaluation Report and Plan identifying those
recommendations that achieved consensus and/or non-consensus among the parties
participating in the Work Group, including whether the Commission should establish
regulations. To help ensure better focused discussions, the Commission shares the
following observations.

Regarding pre-filing notices discussed by Staff and the Exelon Ultilities, the
Commission finds this concept to be acceptable but will not rule on timelines or the content
of the pre-filing notices or meetings and directs the Work Group to discuss and recommend
appropriate parameters.

Regarding filing requirements with direct testimony, the Commission agrees that
the utilities must do a better job of making it clear what projects are associated with the
FERC account budgets, provide better justification for the budgets, and generally make it
easier for parties and the Commission to understand what is actually being relied upon to
set rates, including the in-service date and its actual impact to the requested revenue
requirement. Additionally, there needs to be a clearer explanation of what utilities spend
as a result of Commission directives or policy goals if those are used as justification for

MRPs. As noted previously, the fact that stakeholders must submit more than 2,000 data
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requests to have a better understanding of a utility’s projects and related expenditures
included in its revenue requirement request appears to be a failure of transparency more
than a sign of success that the discovery process works as intended. The Commission
expects the Work Group to propose remedies that would minimize the need for such data
request volume. Additionally, the Commission expects that any reformed forward-looking
MRP framework would require utilities to submit enough information with the rate case
application to convert it from a forward-looking MRP to a traditional historic test year case
with the accompanying testimony.

Regarding rate case length and the Commission’s flexibility to stagger the
scheduling of utility MRP applications, the current statute allows the Commission up to
300 days to issue a decision from the date of a utility filing for an AFOR.>** Over the course
of this proceeding, several parties suggested modifying or extending the statutory deadline
to address timing of the rate case application filings or to mitigate rate case stacking, which
places a heavy burden on staffing resources—especially the Commission Staff. To address
the first issue, Staff proposed that the Commission establish procedural requirements to
prevent simultaneous litigation of multiple MRP applications.**® It is unclear to the
Commission how this can be accomplished under existing statute. Therefore, the Work
Group should make proposals in the February 1, 2027, report as to what legislative changes
are needed to provide the Commission this flexibility, or the legal justification the

Commission can lean on under existing statute. The subsequent report filed in PC 83 should

38 PUA § 4-204(b).
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address what additional Staff resources are needed to appropriately effectuate a revised
MRP or AFOR framework.

Regarding post-rate case filings, including project lists and annual information
filings, the MRP framework as currently structured requires: (1) project lists be filed prior
to the start of the next year, and (2) annual information filings made 90 days after the close
of the MRP year and a subsequent 60 day review period, inclusive of parties’ ability to
request an off-ramp to the MRP.>*® The parties also have the ability to adjust rates at the
Annual Informational Filings. Based on the fact such large spending and project variances
occurred in rate-year three of BGE’s and Pepco’s MRPs, the Commission agrees with OPC
that there needs to be a more robust process to address shifting work plans. At a minimum,
the Commission finds reasonable the transparency enhancements proposed by Staff
including requiring a utility to explain changes between the original budget and those
reflected in the current or updated Project List; require mid-year reports to identify project-
list changes, and Annual Informational Filings should identify completed projects, and
project deferrals, including the reason for deferrals. The Commission directs the Work
Group to recommend a process for either review or notification if there is a large variance
in either spending or projects from what was approved. A balance needs to be struck
between improving transparency into—and appropriate oversight of—shifting budgets and
changing costs; versus minimizing administrative burden and avoiding micromanaging
utility operations.

Regarding the prescribed timing of subsequent rate cases at the conclusion of a

forecasted effective rate period, the Commission agrees with Staff and the Joint Exelon

540 Order No. 89482 at 36-40.
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Utilities that the Work Group should consider either ending or revising the requirement
that rates must expire at the end of this period to balance workload of stakeholders. If
utilities are given such flexibility to defer filing new rates, whether by MRP or another type
of rate setting paradigm, consideration needs to be given to how this would impact the use
of reconciliation processes permitted by PUA § 4-213.

Regarding reconciliation, the current MRP framework requires utilities to include
areconciliation of the first two years of an MRP in rate-year three as part of their next base
rate case and submit a reconciliation for the final year of the MRP after the MRP rate
effective period. These reconciliation reviews were supposed to serve as the prudency
review of the utilities’ actual spending. As with post-rate case filings discussed above, the
amount of information provided in the initial reconciliation requests during the MRP pilot
was problematic, and it was hard to follow how budgets changed or utility spending shifted
between accounts. If forecasted test years, in MRPs or otherwise, are permitted in the
future, the Work Group needs to ensure that a requirement for clear, navigable testimony
outlining in detail how and why projects and budgets changed is included in its proposed
MRP or other AFOR framework. There also needs to be a very clear demonstration of how
the budgeted spend shifted between FERC accounts from the beginning of the case to the
end of the case. The Work Group should explore how prudency reviews and reconciliation
or other cost control mechanisms (including cost caps and the BSA) as permitted under
PUA § 4-213 would change to ensure just and reasonable rates. Finally, the Work Group
should explore what appropriate limits or tools can be used to address the concern that the
absence of boundaries on shifting projects and budgets lessened the usefulness of the

utilities’ forecasts.
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Regarding PIMs, the Commission will not address these in this Order other than to
note the Commission did not approve any utility proposed PIMs across the five MRP
proposals submitted to the Commission. It may be that utilities will use PIMs to
demonstrate customer benefits of MRPs in the future. In Order No. 89638, the Commission
determined that “for administrative efficiency, only the utility filing a rate case may
propose a PIM.”>*! If PIMs are used in future MRPs or forecasted test year cases, the
Commission is interested in the Work Group evaluating whether there should be no
prohibition upon other parties proposing PIMs.

The Commission notes there were other proposals related to MRPs that do not fit
neatly into these categories. As noted previously, the Commission is interested in
understanding if there is a more analytical approach to addressing reduction in financial

risk to utilities of MRPs and forecasted test years.

C. Next Steps

1. Sunset MRP Pilot

With the legislature's passage of the NGEA, including the new restrictions for the
MREP set forth in PUA § 4-213 and PUA § 7-505 (¢)(2), the Commission finds that this is

the appropriate time to sunset the current MRP Pilot, which was never intended to last

beyond the first full MRP cycle inclusive of the MRP reconciliation in order to gain
experience and learnings to help formulate appropriate future regulations. As discussed
above, a properly constructed multi-year rate plan could produce just and reasonable rates;

however, the Commission recognizes that the legislature’s adoption of PUA § 4-213 sets

541 Order No. 89638 at 12.
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in place certain guardrails that eliminate key components of the current MRP framework
defined in Order No. 89482 and introduces other issues that must be addressed and resolved
before moving forward with any next procedural steps required to adopt regulations based

on the current MRP framework and making it a regular ratemaking alternative in Maryland.

2. Conduct Mandated Utility RELIEF Act Study

As discussed above in Section III.B., the Maryland General Assembly in May 2026
passed additional legislation, the Utility RELIEF Act, which further clarified that
reconciliation could occur in favor of the customer, that cost sharing above the authorized
revenue requirement was prohibited, and placed a one-year moratorium on forecasted test
years while the Commission completed an additional proceeding evaluating whether
forecasted test year, historic test year or a hybrid model is in the best interest of and protects
ratepayers. The Commission has already established PC 83 to address this report and the
work group shall address both the recommendations and concerns discussed above in

Section III. B., and the report established in PC 83.

3. Work Group Recommendation and Report

The Work Group shall create work products under two phases and file
corresponding reports. Under Phase 1, the Work Group shall develop a detailed
recommendation that addresses the mandated study required pursuant to PUA § 7-
505(c)(4), evaluating whether forecasted test year, HTY or a hybrid model is in the best
interest of and protects ratepayers and submit a recommendation to the Commission by
February 1, 2027. This report may address other topics raised above but should focus on

the legislature's required report. To the extent the Work Group believes any of the above
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topics may require legislative action, the Work Group should attempt to address this in the
February 1, 2027 report. The Commission will take into consideration the Work Group
Phase 1 Report when making its final recommendation to the General Assembly as
mandated by PUA § 7-505(c)(4) and which must be submitted by April 1, 2027. The
Commission anticipates overlap between Phase 2 items and the report mandated under
PUA § 7-505(c)(4). After consulting the Work Group, the Work Group leader shall
determine what additional items should be addressed by the Work Group report on
February 1, 2027, that would help inform the Commission’s filing to the General Assembly
on April 1, 2027, including if there are possible legislative changes.

Under Phase 2, the Work Group shall develop and submit an Evaluation Report and
Plan addressing the other tasks set forth in this Order to determine what modifications
could lead to a new more refined and substantially reformed forward-looking MRP
framework that would satisfy PUA § 7-505 (c)(2), § 4-213, § 4-201, and § 4-101. The
Work Group shall submit its Phase 2 Report by June 30, 2027. The Evaluation Report and
Plan should identify whether the recommendations received consensus or non-consensus

from the stakeholders.

IV.  CONCLUSION

The Commission is charged with setting just and reasonable rates, which strike the
proper balance between the interests of utilities, ratepayers, and State policy objectives. In
Order No. 89226, the Commission found that the record developed in Public Conference
51 (“PC 517) supported the use of an MRP as an alternative to traditional ratemaking

methods and could be pursued under PUA § 7-505(c). The Commission further determined
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that a properly constructed MRP can result in just and reasonable rates and yield several
benefits over time. Since establishing the MRP framework and selecting BGE as the Pilot
utility, the Commission and other stakeholders have had the opportunity to test the current
MRP framework and determine whether the intended or expected benefits have
materialized over time.

It is the Commission’s observation that after nearly five years of experience with
multiple utilities beyond the Pilot utility engaging in the MRP process, the intended or
expected benefits have not been fully realized. Additionally, the Commission finds it is
unlikely—as Staff asserted in its Initial Brief—that any new unidentified lessons learned will
be identified by continuing the MRP Pilot Program for another three years. Most
significantly, the Commission finds that the passage of the MRP-related provisions of the
NGEA and the Utility RELIEF Act have materially altered the MRP regulatory landscape
by creating a new requirement for customer benefits and eliminating reconciliations that
would increase customer costs.

The Commission observes that, while the revised statutes address one of the most
problematic areas (reconciliation), they left several other major issues unresolved that must
be addressed if MRPs are to be considered as a standard rate setting tool in the future. The
Commission is unpersuaded that the MRP framework as currently structured satisfies PUA
§ 7-505(c)(2) in order to be transitioned into a regular ratemaking process at this time.
Therefore, the Commission is sunsetting the MRP Pilot established in Order No. 89482.
As noted above, the Commission finds that with Maryland statute now expressly providing
for MRPs, a further examination of how the deficiencies raised in this Lessons Learned

proceeding can be addressed is warranted and charges the Work Group established in PC
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83 to conduct such examination. To be clear, the Commission finds that any future forward-
looking MRP should protect customers from unnecessary or excessive rate increases,
enable advancement of Maryland’s policy objectives, preserve utilities’ financial ability to
attract capital on reasonable terms, equitably distribute risks between customers and
utilities, maintain forthright and transparent information flows (minimizes asymmetrical
information flow), and allow a utility to receive a fair opportunity to earn its authorized
return on prudent investments. The Commission expects the Work Group will keep these

principles in mind when conducting its examination.

IT IS, THEREFORE, this 1% day of October, in the year of Two Thousand
Twenty-Six, by the Public Service Commission of Maryland, ORDERED:

(1)  that the MRP Pilot initiated in Order No. 89482 is hereby sunset as
discussed herein;

(2) that the Work Group established in PC 83 shall be divided into two phases
covering the recommendations and reports discussed herein;

3) that said PC 83 Work Group shall: (a) develop a detailed recommendation
that addresses the mandated study required pursuant to PUA § 7-505(c)(4) by February I,
2027, and (b) set forth a new more refined and substantially reformed forward-looking
MRP framework that addresses the concerns and recommendations raised by the parties in
this proceeding and submit an Evaluation Report and Plan to the Commission by June 30,

2027, and,
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(4) that the Work Group Recommendations and Evaluation Report and Plan
and further filings related to a reformed forward-looking MRP framework shall be filed in

PC 83.

/s/ Kumar P. Barve

/s/ Frederick H. Hoover, Jr.

/s/ Bonnie A. Suchman

/s/ Odogwu Obi Linton

/s/ Rvan C. McLean
Commissioners
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