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INTRODUCTION

The Office of People’s Counsel requests rehearing of Order No. 92541! and seeks
modification of the order based on an error of law. In Order No. 92541, the Commission
denied Washington Gas Light Company’s (“WGL”) request to move Strategic
Infrastructure Development and Enhancement (“STRIDE”) costs associated with projects
that began construction after January 1, 2024 into base rates.? The Commission based its
denial on WGL’s failure to follow the Commission’s directives in Order No. 90943 from
WGL’s previous rate case, as affirmed by Order No. 91079, to consider (1) likely
contractions in gas consumption and (2) non-pipeline alternatives (“NPAs”) when making
capital expenditure decisions.? The Commission’s order in this rate case, however,
allowed WGL to maintain the disallowed STRIDE costs in the STRIDE surcharge, where
WGL can continue to receive cost recovery.* In doing so, the Commission erred, as the
plain language of the STRIDE statute only allows the STRIDE surcharge to include
“eligible future infrastructure project costs that are not included in the base rate case™
and the post-January 1, 2024, costs at issue here were “included” in WGL’s base rate

case. Rehearing is warranted to rectify the Commission’s error of law in this matter and

I'Md. Pub. Serv. Comm’n, Order No. 92541, Washington Gas Light Company's Application for Authority
to Increase Rates and Charges for Natural Gas Services (Case No. 9849, Jul. 27, 2026).

2 Order No. 92541 at 30-31.

3 Order No. 92541 at 30-31, referencing Md. Pub. Serv. Comm’n, Order No. 90943, Washington Gas
Light Company’s Application for Authority to Increase Rates and Charges for Natural Gas Services (Case
No. 9704, Dec. 14, 2023); see also, Md. Pub. Serv. Comm’n, Order No. 91079, Washington Gas Light
Company's Application for Authority to Increase Rates and Charges for Natural Gas Services (Case No.
9704, March 28, 2024) at 23-25.

4 Order No. 92541 at 31.

> Md. Code Ann., Pub. Util. Art. (“PUA”) § 4-210(i)(1)(i1)2.B.
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protect ratepayers from paying for STRIDE costs which are prohibited from recovery in

the STRIDE surcharge.

STATEMENT OF ISSUES

Order No. 92541 errs as a matter of law by allowing WGL to maintain the
STRIDE costs the Commission disallowed from base rate recovery in the STRIDE
surcharge, when the STRIDE statute only allows the surcharge to contain costs associated
with future STRIDE projects that were not “included in a base rate case.” As further
discussed below and pursuant to PUA § 3-114(c) and COMAR 20.07.02.08C and D,
compliance with the Commission’s decisions in the STRIDE Order would result in unjust
and unreasonable rates for Maryland residential ratepayers. The unjust harm resulting

from those rates justifies modification of the order or rehearing as discussed below.

BACKGROUND

On December 14, 2023, in WGL’s previous rate case (Case No. 9704), the
Commission issued Order No. 90943, stating:

“The Commission recognizes that the future of natural gas will
continue to be considered by State policy makers. For this reason,
WGL—and all Maryland gas companies—must consider the likely
contraction in gas consumption in all capital expenditure plans
intended to maintain required levels of system safety.

Gas utilities must consider all cost-effective non-pipeline alternative
options available to defer, reduce, or remove the need to construct or
upgrade components of their natural gas systems, and not solely
pursue infrastructure replacement, in order to prudently justify their
system safety and reliability spending in the future. Future remaining
customers on the system should not be burdened with excessive
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costs and stranded assets due to hasty and unwise decisions made
today.”¢

On December 29, 2025, WGL filed a base rate case application, docketed as Case
No. 9849, in which WGL sought to move STRIDE projects that went into service
between January 1, 2023 and September 30, 2025 (the end of the test year) into rate
base.” On July 27, 2026, the Commission issued Order No. 92541, in which the
Commission found that WGL failed to adhere to the Commission’s directive in Order No.
90943, as affirmed by Order No. 91079, to consider (1) the likely contraction in gas
consumption and (2) all cost-effective NPAs in order to prudently justify the company’s
capital expenditures on system safety and reliability.® The Commission found that while
WGL witnesses claimed the company examined alternatives, there “was little
documentation for this, and no documentation demonstrated what NPAs were examined
at the project level.”® As such, the Commission disallowed STRIDE costs associated with
projects that began construction after January 1, 2024, from going into base rates ““at this
time,” but allowed the company to “maintain the capital in the STRIDE surcharge”. !

The STRIDE statute states that a STRIDE surcharge shall be in effect for five
years from the date of initial implementation of an approved plan,!! and further states

that:

¢ Order No. 90943 (Case No. 9704, Dec. 14, 2023) at 135, affirmed in relevant part by Order No. 91079
(Case No. 9704, Mar. 28, 2024) at 23-25.

"WGL Ex. 26 (Murphy Direct) at 30.

8 Order No. 92541 at 30-31.

? Order No. 92541 at 30.

10°Order No. 92541 at 31.

TPUA § 4-2103G)(1)(i).



1. Before the end of the 5-year period, the gas company shall file a base rate
case application.
2. In a base rate proceeding filed under subsubparagraph 1 of this
subparagraph, if a plan approved by the Commission remains in effect:
A. eligible infrastructure project costs included in base rates in accordance
with a final Commission order on the base rate case shall be removed
from a surcharge; and

B. the surcharge mechanism shall continue for eligible future

infrastructure project costs that are not included in the base rate case.'?

ARGUMENT

Order No. 92541 errs because the plain language of the STRIDE statute does
not allow the STRIDE surcharge to include costs that were submitted for
recovery in a base rate case.

In allowing WGL to continue to receive surcharge recovery for STRIDE costs that
were included in its base rate case, Order No. 92541 makes an error of law, as the
STRIDE statute only allows the surcharge to contain costs that have not been included in
a base rate case for recovery. Specifically, PUA § 4-210(1)(1)(i1)2.B. states that “the
surcharge mechanism shall continue for eligible future infrastructure project costs that
are not included in the base rate case.”'® The plain language of this provision means that
after a base rate case, the STRIDE surcharge may only include costs for future STRIDE
projects that were not included in the base rate case. In other words, after a rate case
finishes, only STRIDE project costs that the company did not seek to move into rate base

are eligible for inclusion in the STRIDE surcharge. Allowing WGL to “maintain the

12 PUA § 4-210(i)(1)(ii) (emphasis added).
3 PUA § 4-210(i)(1)(ii)2.B. (emphasis added).



capital in the STRIDE surcharge”!'4—which appears to mean allowing WGL to continue
recovering the disallowed costs through the STRIDE surcharge—thus conflicts with the
plain language of the STRIDE statute.

The disallowed STRIDE costs are not future costs. They are past costs, from
projects that went into service between January 1, 2024 and September 30, 2025.'° This
alone prohibits continued surcharge treatment, as the statute clearly states that the
surcharge shall only include future costs, not past costs. Additionally, as WGL asked for
the disallowed costs to be added into rate base in this rate case, these are costs that have
been “included in the base rate case.” The statute only allows surcharge recovery for
costs “that are not included in the base rate case”;'® thus the disallowed costs cannot be
recovered through the surcharge.

PUA § 4-210(i)(1)(ii)2.A. provides that STRIDE costs “included in base rates in
accordance with a final Commission order on the base rate case shall be removed from a
surcharge.”!” This language logically provides that eligible project costs that are moved
into base rates should be removed from the surcharge, but it is not a limitation on the
Commission’s obligation to remove STRIDE surcharge costs. It does not say that only

costs included in base rates shall be removed from the surcharge. If PUA

4 Order No. 92541 at 31.

IS WGL Ex. 26 (Murphy Direct) at 30 (delineating in-service dates of STRIDE 2 and STRIDE 3 projects
that the company sought to move into rate base in Case No. 9849); Order No. 92541 at 30-31
(disallowing STRIDE costs associated with projects that began construction after January 1, 2024). Note
that the test year in this case No. 9849, to which Mr. Murphy refers in his testimony, ended on September
30, 2025.

16 PUA § 4-210(i)(1)(ii)2.B. (emphasis added).

7PUA § 4-210(31)(1)(ii)2.A.



§ 4-210(1)(1)(i1)2.A were so limited (permitting only costs included in base rates to come
out of the surcharge), the Commission would effectively never be able to deny a utility’s
recovery of STRIDE project costs as imprudently incurred, as while imprudent costs
could be disallowed from entering base rates,'® PUA § 4-210(i)(1)(ii)2.A would also
prohibit their removal from the surcharge—an illogical result.!” Rather, 2.B. expands on
2.A.; 2.A. states that any STRIDE costs included in base rates should be removed from
the surcharge, and 2.B. elaborates that only future STRIDE costs that were not included
in the rate case should receive surcharge treatment.?’

As such, the plain meaning of the statute should be the ultimate guidepost, and the
plain meaning provides that STRIDE costs that were included in the rate case for
recovery cannot be included in the STRIDE surcharge after the rate case ends. The

Commission should reconsider its order and rectify the order’s error of law by removing

the disallowed STRIDE costs from the STRIDE surcharge and directing WGL to file a

18 See Order No. 92541 at 30; see also, e.g., Md. Pub. Serv. Comm’n, Order No. 91099, Order on
Rehearing in STRIDE 3 case (Case No. 9708, April 19, 2014) at 9 (“approval of the structure of a
STRIDE plan does not mean WGL has project-approvals or that any proposed projects will be found
prudent. When WGL presents its STRIDE projects to be moved into rate base pursuant to PUA §§ 4-203
and 4-204 at the end of this plan, those projects will be judged for prudency, and recovery may be
disqualified upon a finding that the investment was imprudent if implementation of the plan ignores —
among other reasons known and knowable — the risk of a measurable decline in system-wide gas
consumption and the availability of non-pipeline alternatives.”).

19 “[BJearing in mind that any statutory interpretation must be reasonable and avoid ‘constructions that are
illogical or nonsensical, or that render a statute meaningless.’” Travelocity.com LP v. Comptroller of Md.,
473 Md. 319, 330, 250 A.3d 175, 182 (2021) (citing Couret-Rios v Fire & Police Emples. Ret. Sys., 468
Md. 508, 528, 227 A.3d 637, 649 (2020)).

20 Furthermore, the plain language of PUA § 4-210(i)(1)(ii)2.B uses the phrase “not included in the base
rate case” (emphasis added); it does not say “not included in base rates,” despite using the phrase
“included in base rates” in PUA § 4-210(i)(1)(i1)2.A, evidencing the legislature’s deliberate choice to use
the phrase “not included in the base rate case” in PUA § 4-210(i)(1)(i1)2.B.
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compliance filing demonstrating its removal of disallowed project costs from the

surcharge.

CONCLUSION

Order No. 92541°s error of law warrants rehearing to rectify an error of law. The
order conflicts with Maryland law by allowing WGL to continue recovering STRIDE
costs for which it is statutorily no longer permitted to receive surcharge recovery. To
ensure that Maryland’s residential customers are not subject to unjust and unwarranted
STRIDE rates, OPC urges the Commission to rehear Order No. 92541 and require WGL

to remove the disallowed STRIDE costs from the STRIDE surcharge.

Respectfully submitted,
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