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DIRECT TESTIMONY OF PAUL J. ALVAREZ 1 

 2 

I. INTRODUCTIONS, PURPOSE, AND PREVIEW 3 

Q. Please state your name and business address. 4 

A. My name is Paul J. Alvarez, and my business address is PO Box 620756, Littleton, 5 

CO 80162.  6 

Q. Please state your occupation. 7 

A. I lead the Wired Group, a small consulting practice that specializes in distribution 8 

utility business planning, investment, operations and performance. 9 

Q. On whose behalf are you testifying? 10 

A. I am testifying on behalf of the Maryland Office of People’s Counsel.   11 

Q. What is the purpose of your testimony? 12 

A. This testimony provides history and perspective on the instant Application by 13 

Baltimore Gas and Electric Company (“BGE” or “Company”) to increase its base 14 

rates.  It is intended to complement and support the Direct Testimony of OPC 15 

Witness Dennis Stephens, my Wired Group colleague.  Mr. Stephens recommends 16 

$60.2 million in cost disallowances in his testimony.      17 
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Q. Please provide an overview of your professional background and education. 1 

A. In 2001, after a career with several Fortune 500 companies in financial, product 2 

management, and marketing roles, I took my first electric utility industry position 3 

with Xcel Energy, one of the largest investor-owned utilities in the United States. 4 

As a product developer and then product development manager, I developed or 5 

oversaw the development of new demand-side management (DSM) programs for 6 

residential and commercial and industrial (C&I) customers, as well as programs 7 

and rates in support of voluntary renewable energy purchases and renewable 8 

portfolio standard compliance.     9 

In 2008, I left Xcel Energy to establish a utility practice for a small 10 

sustainability consulting firm. There, I utilized the DSM program benefit 11 

measurement and verification (M&V) and cost-effectiveness testing experience I 12 

gained at Xcel Energy to lead two comprehensive evaluations of smart grid 13 

deployment performance.1 To my knowledge, these were the first two of only five 14 

comprehensive evaluations of smart grid deployment performance ever completed.   15 

I started the Wired Group in 2012 to focus exclusively on distribution 16 

utility investment, customer value creation, performance measurement, and 17 

regulation on behalf of consumer, business, and environmental advocates. On 18 

 
1 Col. Pub. Util. Comm’n, Smart Grid City Demonstration Project Evaluation Summary, Direct 
Testimony of Michael G. Lamb, Exhibit MGL-1, Docket No. 11A-100E (Dec. 14, 2011); Ohio Pub. Util. 
Comm’n, Duke Energy Ohio Smart Grid Audit and Assessment, Docket No. 10-2326-GE-RDR (June 30, 
2011).     

PUBLIC VERSION



Direct Testimony of Paul J. Alvarez 
Office of People’s Counsel 

Maryland PSC Case No. 9888 
 

 

3 
 

occasion I teach a graduate course on the electric utility industry at the University 1 

of Colorado’s Global Energy Management Program, and a session on the pros and 2 

cons of various distribution utility ratemaking methods at Michigan State 3 

University’s Institute for Public Utilities. I have authored and co-authored papers 4 

that have been published in The Electricity Journal, Public Utilities Fortnightly, 5 

and the ICER Chronicle (an industry regulator publication popular in Europe). I 6 

am also the author of Smart Grid Hype & Reality: A Systems Approach to 7 

Maximizing Customer Return on Utility Investment, a book published in 2014 and 8 

updated with a second edition in 2018.  I received an undergraduate degree in 9 

finance and marketing from Indiana University’s Kelley School of Business in 10 

1983, and a master’s degree in management from the Kellogg School at 11 

Northwestern University in 1991.  12 

Q. Mr. Alvarez, have you testified previously before the Maryland Commission? 13 

A. Yes.  I first appeared before the Commission in 2014 on behalf of the Coalition for 14 

Utility Reform in Case No. 9361 regarding Exelon’s proposed acquisition of 15 

Pepco.2  More recently, I have testified with my Wired Group colleague Mr. 16 

Dennis Stephens on behalf of the Office of People’s Counsel (“OPC”) in multiple 17 

proceedings concerning Baltimore Gas and Electric Company’s (“BGE”) and 18 

Pepco’s first and second multi-year rate plans (“MRP”) (Case Nos. 9645 and 9692 19 

 
2 Coalition for Util. Reform, Direct Testimony of Paul Alvarez, ML#161223 (Case No. 9361, Dec. 8, 
2014).   
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for BGE and 9655 and 9702 for Pepco).  I also testified with Mr. Stephens in the 1 

year three annual reconciliation of Pepco’s first multi-year rate plan (Case Nos. 2 

9655 and 9702).  Further, Mr. Stephens and I helped OPC develop comments in 3 

other proceedings, including one concerning distribution planning,3 and one 4 

concerning COMAR 20.50.12 regulation updates.4   5 

In the last ten years, I have also testified before 20 other state utility 6 

regulators in dozens of proceedings related to distribution grid and business 7 

investment, value creation, performance measurement, and regulation including 8 

Arizona, California, Georgia, Illinois, Indiana, Iowa, Kansas, Kentucky, 9 

Massachusetts, Michigan, Missouri, New Hampshire, New Jersey, North Carolina, 10 

North Dakota, Ohio, Oklahoma, Utah, Virginia, and Washington. My Curriculum 11 

Vitae, including all jurisdictional appearances, proceedings, and testimony dates, 12 

is attached as Attachment A.  13 

Q. Please provide a preview of your panel testimony. 14 

A. After the Introduction, Section II provides a history of relevant developments 15 

since the Commission first approved a pilot for multi-year ratemaking using 16 

forecasted test years and annual spending reconciliations in 2019.  This history 17 

supplies important background as the Commission considers BGE’s instant 18 

 
3 OPC, Comments Regarding the NARUC-NASEAO Task Force’s Recommended Distribution Planning 
Process, ML# 234139, (PC 44, Mar. 11, 2021). 
4 OPC, Comments on Staff’s Recommended Modifications to COMAR 20.50 and 20.85, ML# 300882, 
(RM 79, Jan. 13, 2023). 
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Application.  Section III provides perspectives on capital spending intended to 1 

improve reliability and discusses a need for more aggressive Commission 2 

governance of distribution utility spending. These perspectives are important for 3 

the Commission to consider as it reviews the prudence of capital equipment for 4 

which BGE is requesting cost recovery.  5 

Section IV addresses the prudence of BGE’s decision to enter into an 6 

agreement with the City of Baltimore that essentially replaced lease payments for 7 

the use of City conduit with capital spending to rebuild portions of City conduit.  I 8 

identify that BGE knew, or should have known, that the agreement was not 9 

structured in customer interest, and recommends an associated disallowance on 10 

that basis of $80.5 million. 11 

Section V addresses the issue of refunds of Trump Administration import 12 

tariffs that the Supreme court invalidated.  I recommend the Commission Order 13 

BGE to pursue refunds of such tariffs paid, and to properly reflect such refunds as 14 

reductions in rate base as appropriate.  15 

Section VI is a review and conclusion, and presents a summary of 16 

recommendations. 17 

 18 

 19 

 20 
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II. BGE’s HISTORIC TEST YEAR APPLICATION REFLECTS THE COSTS 1 
OF EXCESS MRP SPENDING  2 

Q. Please preview this section of testimony. 3 

A. Since BGE proposed to be the pilot utility for the multi-year ratemaking pilot the 4 

Commission authorized in 2019, the Commission and the Maryland General 5 

Assembly appear to have made significant progress on their collective thinking 6 

with respect to alternative utility ratemaking.  In this section of testimony, I 7 

provide relevant history to document this progress, and also to gauge the accuracy 8 

of predictions Mr. Stephens and I have made in previous testimony and the 9 

prescience of associated positions OPC has adopted.  I also provide observations 10 

regarding certain recommendations Mr. Stephens and I have made in previous 11 

testimony, and the accuracy of those observations in light of Mr. Stephens’s and 12 

my recommendations in this case.    13 

Q. Why is a discussion of MRP ratemaking relevant to this proceeding?  14 

A. BGE’s historical test year (“HTY”) rate case immediately follows six years of 15 

rates set under the Commission’s MRP framework. The capital investments 16 

reflected in BGE’s HTY rate base, which underlie the company’s rate increase, 17 

were incurred as part of BGE’s second MRP. Thus, it is important to understand 18 

how the MRP framework, and the decisions to reflect certain forecasted capital 19 

investments in MRP rates, impacts the request BGE is asking the Commission to 20 

review.  21 
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In this section of testimony, I first note the benefits the Commission 1 

expected from multi-year ratemaking before reviewing the results of BGE’s first 2 

and second MRPs. I also discuss the testimony Mr. Stephens’s and I offered on 3 

BGE’s initial MRPs and the concerns we raised about BGE’s proposed capital 4 

spending.    5 

Q. What were the Commission’s goals for alternative and multi-year ratemaking? 6 

A. In Case No. 9618, the Commission selected multi-year ratemaking as an 7 

alternative to historic test year ratemaking, established requirements for multi-year 8 

rate plans, and established a working group to address outstanding issues.  In 9 

selecting multi-year ratemaking, the Commission identified perceived drawbacks 10 

in historic test year ratemaking and described multiple benefits from multi-year 11 

ratemaking as presented in Table 1 below.  12 
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Table 1: Commission goals for alternative ratemaking 1 

Perceived Drawbacks of Standard 
Ratemaking5 

Benefits of Multi-year Ratemaking6 

Fails to equitably distribute risk Reduces regulatory lag 
Offers limited capabilities to 
monitor costs 

Provides more predictable utility revenues 
and more predictable customer rates 

Inhibits state policy achievement 
and utility innovation 

Spreads rate changes over multiple years  

Inhibits utility ability to earn the rate 
of return authorized (regulatory lag) 

Reduces administrative rate case burdens 

Inhibits transparency into planning Offers more transparency into planning 
Encourages ‘iron in the ground’ 
investments by utilities 

Annual reconciliation adds cost 
monitoring with minimal customer risk 

   2 

Q. How did OPC respond to these perceived drawbacks of standard ratemaking 3 
and stated benefits of multi-year ratemaking?  4 

A. In January of 2020, OPC provided comments on the working group’s progress (or 5 

lack thereof) to date.7  OPC was concerned that a shift to multi-year ratemaking 6 

would lead to precipitous increases in capital spending and higher rates for 7 

customers.  Noting the accelerated rate increase trajectory BGE had demonstrated 8 

since its acquisition by Exelon, OPC stated “Staff’s proposal, where the utility 9 

with the information advantage develops the projections that form the basis of the 10 

 
5 Md. Pub. Serv. Comm’n, Order No. 89226, ML# 226375 (Case No. 9618, Aug. 9, 2019) at 52-53. 
6 Id. at 54. 
7 OPC, Comments of the Maryland Office of People’s Counsel on Chief Public Utility Law Judge Ryan C. 
McLean’s Implementation Report, ML# 228213 (Case No. 9618, Jan. 17, 2020).  
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rates, which are then trued-up to all actual costs and expenses, will only amplify 1 

this trend.”8 2 

Q. What was the next significant development? 3 

A. In March of 2020, BGE submitted its first MRP—the first MRP filed by a 4 

Maryland utility under the Commission’s MRP pilot. The MRP proposed very 5 

large increases in distribution capital spending. Indeed, between 2017 and 2023, 6 

annual distribution plant additions nearly doubled, from $197 million to $422 7 

million.9    8 

Q. As OPC’s witnesses for BGE’s MRP I, how did you and Mr. Stephens respond? 9 

A. In evaluating BGE’s MRP I, Mr. Stephens and I identified multiple projects and 10 

programs that were not required for safe and reliable service, and/or were 11 

premature, and/or were unlikely to provide benefits to customers in excess of 12 

customer costs. These included 4kV circuit conversions, substation physical 13 

security, prospective substation equipment replacement, planned cable 14 

replacement, and capacity expansion projects.  We also opined that the use of 15 

forecasted test years transfers capital spending risk from shareholders to 16 

customers, implying that BGE inflated its capital spending plan as a result, and 17 

that increased oversight over BGE’s spending plans was required.  We 18 

 
8 Id. at 13. 
9 FERC Forms 1 submitted by BGE in Q1 2018 and Q1 2024 on 2017 and 2023 operations, respectively. 
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recommended $384 million in reductions to BGE’s spending plan, and a 1 

Commission proceeding to determine how intervenors could participate in BGE’s 2 

spending plan development.  We argued such participation would help replace 3 

governance over BGE spending that we claimed to be lost through forecasted test 4 

year ratemaking.10   5 

Q. Did the Commission adopt your recommendations on BGE’s MRP I? 6 

A. No.  Despite the concerns we raised regarding the use of forecasted test years, the 7 

Commission accepted BGE’s forecasted test year rates subject to certain 8 

adjustments. The Commission rejected our recommended spending plan 9 

reductions for capacity expansion projects entirely.  For the other four programs, 10 

recommended reductions were adopted only in part, by ordering BGE to spread 11 

costs proposed over three years to be spread over five years.  The Commission 12 

also deferred a decision on participatory spending plan development (though it 13 

expressed an expectation that BGE improve transparency in future MRP 14 

proceedings). 15 

Q. Please summarize the results of BGE’s first MRP.  16 

A. In 2021, BGE spending over and above the amounts anticipated in that year led to 17 

an electric revenue requirement shortfall of $10.7 million.11  In 2022, BGE 18 

 
10 OPC, Panel Direct Testimony of Paul J. Alvarez and Dennis Stephens, ML# 231484 (Case No. 9645, 
Aug. 14, 2020).  
11 BGE, 2021 Annual Informational Filing, ML# 239918 (Case No. 9645, Mar. 31, 2022). 
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spending in excess of its MRP forecasts increased the amount of electric revenue 1 

requirement shortfall to $43.9 million.12 As part of Case No. 9692, BGE asked the 2 

Commission to approve a rider to recover the revenue shortfalls reported for 2021 3 

and 2022.13  In 2023, BGE’s excessive MRP spending resulted in an electric 4 

revenue shortfall to $78.9 million.14   5 

Q. Are there other relevant developments in the early pilot years to report? 6 

A. Yes. At about this same time, updates to COMAR 20.50.12, including minimum 7 

reliability performance requirements for Maryland utilities, were being considered.  8 

OPC expressed concern that Maryland’s for-profit utilities, and the Exelon utilities 9 

in particular, would use increasing reliability performance standards as an excuse 10 

to spend more capital than necessary for safe and reliable service.15 Despite these 11 

concerns, and despite excellent reliability performance by the Exelon utilities, the 12 

Commission approved increasingly strict reliability performance standards for 13 

Exelon utilities from 2024 through 2027 in July 2023.16  14 

 
12 BGE, 2022 Annual Informational Filing, ML# 239918 (Case No. 9645, Mar. 31, 2023). 
13 BGE, Supplemental Direct Testimony of Lynn K. Fiery, ML# 302423 (Case No. 9692, Apr. 14, 2023).  
14 BGE, 2023 Annual Informational Filing, ML# 239918 (Case No. 9645, Apr. 1, 2024). 
15 OPC, Comments on Staff’s Recommended Modifications to COMAR 20.50 and 20.85, ML# 300882, 
(RM 79, Jan. 13, 2023) at 13-25.  
16 Md. Pub. Serv. Comm’n, Final Minutes from July 19, 2023 COMAR Rulemaking Session 175 (RM 79, 
July 20, 2023).  
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Q. Were OPC’s concerns that BGE’s spending would unduly increase validated? 1 

A. Yes.  BGE filed its second MRP (“MRP II”) in February 2023.  The spending 2 

plans represented new record highs for the company.  By 2026, BGE proposed 3 

annual distribution plant additions approached $600 million, or about three times 4 

the amount BGE had spent as recently as 2017.17  Despite the fact that BGE’s 5 

reliability performance was already excellent relative to other for-profit utilities in 6 

the US,18 BGE proposed $570 million in capital spending to further improve 7 

reliability in its MRP II, representing a 49% increase over MRP I.19    8 

Q. You and Mr. Stephens testified on BGE’s MRP II, correct? 9 

A. Yes.  Again, we identified projects and programs that were not required for safe 10 

and reliable service, and/or were premature, and/or were unlikely to provide 11 

benefits to customers in excess of customer costs. These included City conduit, 12 

system hardening/resilience, prospective substation equipment replacement, 13 

capacity expansion, 4kV circuit conversion, planned cable replacement, fiber optic 14 

communications, project contingencies, and prospective substation equipment 15 

replacement programs, and we recommended $564 million in related 16 

 
17 OPC, Panel Response Testimony of Paul J. Alvarez and Dennis Stephens, ML# 303628 (Case No. 
9692, June 20, 2023) at 13, Figure 1. 
18 From 2019 through 2023, BGE performance on the metric “System Average Interruption Duration 
Index without Major Event Days” was in the top quartile of US for-profit utilities in three years out of 
five, and missed the top quartile by just one utility in a fourth year. (Data from EIA Form 861).   
19 OPC, Panel Response Testimony of Paul J. Alvarez and Dennis Stephens, ML# 303628 (Case No. 
9692, June 20, 2023) at 13, Figure 1. 
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disallowances.20 Again, we expressed concerns that multi-year ratemaking and 1 

annual reconciliations discouraged for-profit utilities from exercising discipline 2 

over their spending.  We also argued that the MRP pilot had not achieved most of 3 

the objectives the Commission had intended.  Among other recommendations, we 4 

encouraged the Commission to terminate the pilot and the annual spending 5 

reconciliation, and to require risk-informed benefit-cost analyses for discretionary 6 

spending proposals.21 7 

Q. Did the Commission adopt your recommendations on BGE’s MRP II? 8 

A. Only to a limited degree.  The Commission did not terminate the pilot or the 9 

annual reconciliation, but it did recognize our concerns regarding the multi-year 10 

ratemaking and annual spending reconciliations for the first time,22 and jump-11 

started the MRP lessons learned proceeding.23  It also adopted $207.7 million of 12 

the $564 million in MRP reductions we recommended.24        13 

Q. Have there been any recent developments since the Commission issued its 14 
order accepting BGE’s second MRP?  15 

 16 
A. In June 2024, OPC published a report on utility bill rate increase history and 17 

drivers.  Figure 1 below appeared in the report, indicating BGE residential electric 18 

 
20 See generally, id.  
21 Id. 
22 Md. Pub. Serv. Comm’n, Order No. 90948 (Case No. 9692, Dec. 14, 2023) at 9-10. 
23 Id. at 11. 
24 Id. at 83-86 (Resilience Investment Plan, $109 million); at 86-89 (Contact Voltage truck, $17.5 

million); at 111-113 (Fiber Optic communications, $81.2 million). 
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rates have exceeded inflation since the Exelon merger (2012), especially since the 1 

introduction of multi-year ratemaking and annual reconciliations (2020).25 2 

Figure 1: BGE residential electric rates per kWh over time as reported by OPC 3 

 4 

Q. Why is it important to consider BGE’s prior MRPs in this proceeding?  5 

A. The concerns we repeatedly raised about Maryland’s experiment with forecasted 6 

test year rates have been corroborated. The significant and excessive increases in 7 

capital spending we repeatedly warned the Commission about underlie BGE’s 8 

requested rate increase in this proceeding. Given the prescience of our past 9 

recommendations to curb excessive spending, we urge the Commission to 10 

consider the concerns we raised when evaluating the prudency of that spending in 11 

this proceeding. The next section of this testimony provides additional 12 

 
25 OPC, Maryland’s Utility Rates and Charges (June 2024), at 10, available at 
https://opc.maryland.gov/Consumer-Learning/Utility-Rates-and-Basics.  
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perspectives that I hope will encourage the Commission to more rigorously 1 

challenge BGE’s decisions to spend capital.       2 

III. PERSPECTIVES ON CAPITAL SPENDING TO IMPROVE RELIABILITY 3 

Q. Please preview this section of testimony. 4 

A. This testimony provides two perspectives for Commission consideration as it 5 

considers the cost disallowances OPC Witness Stephens recommends in his 6 

testimony.  First, I discuss the law of diminishing returns and how it applies to 7 

discretionary utility spending intended to improve reliability.  I will present 8 

evidence that the law of diminishing returns applies to capital spending by Exelon 9 

utilities in Maryland, and to BGE specifically.  Second, I will describe the 10 

imperative for the Commission to more aggressively scrutinize discretionary 11 

distribution utility capital spending now given cost pressures likely to appear on 12 

Maryland customers’ electric bills in the future. 13 

Q. What is the law of diminishing returns? 14 

A.       The law of diminishing returns is one of the oldest principles in the economics 15 

discipline.  It states that as inputs (such as capital) to a business or production 16 

process increase, each additional input yields incrementally lower additional 17 

output.  Followed to its logical conclusion, the law of diminishing returns predicts 18 

that at some point, additional inputs are counter-productive.  At that point, known 19 

as the point of diminishing return, the added inputs cost more than the additional 20 
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outputs are worth (meaning that additional inputs are no longer cost-effective at 1 

increasing outputs).   2 

While a business competing in a regulated market would never invest past 3 

the point of diminishing return, the capital bias26 of for-profit utilities using cost-4 

of-service ratemaking encourages such utilities to do so.  Only regulation, and 5 

cost-of-service ratemaking features like regulatory lag and cost disallowance risk, 6 

discourage a for-profit utility like BGE from investing beyond the point of 7 

diminishing returns in reliability.  Figure 2 below presents the law of diminishing 8 

returns in the context of a distribution utility’s reliability improvement spending.27   9 

Figure 2: The law of diminishing returns applied to utility spending intended to improve 10 
reliability 11 

 12 

 
26 Averch H. & Leland J., Behavior of the Firm Under Regulatory Constraint, 52 The American 
Economic Review 5 (Dec. 1962) at 1052-1069. 
27 Alvarez P, Costello K, Ericson S, Stephens D., Alternative ratemaking in the US: A prerequisite for 
grid modernization or an unwarranted shift of risk to customers?, 35 The Electricity Journal 9 (Nov. 
2022). 
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Q. What evidence do you have that indicates the law of diminishing returns 1 
applies to Exelon utilities’ capital spending on reliability in Maryland? 2 

A. Figure 3 below charts the trends in System Average Interruption Frequency Index 3 

for Maryland’s for-profit utilities28 since the introduction of reliability standards 4 

(COMAR 20.50.12).  Note that the trends of all three Exelon utilities closely 5 

mirror the shape of the diminishing returns curve. 6 

Figure 3: System Avg. Interruption Frequency, Maryland for-profit utilities, 2012-2024. 7 

 8 

Q. What evidence do you have that indicates the law of diminishing returns 9 
applies to BGE’s capital spending on reliability improvements? 10 

A. Figure 4 below compares BGE distribution plant placements into service to system 11 

average interruption duration index without major event days 2016-2025.29  Not 12 

 
28 See Case Docket 9353, Utilities’ Annual Performance Reports. The US IOU Average is from for-profit 
utility Forms 861 filed annually with the US Energy Information Administration. 
29 Distribution plant additions sourced from BGE’s FERC Forms 1 2016-2025.  SAIDI w/o MED (major 
event day) data from BGE’s Annual Performance Reports filed in Case No. 9353. 

PUBLIC VERSION



Direct Testimony of Paul J. Alvarez 
Office of People’s Counsel 

Maryland PSC Case No. 9888 
 

 

18 
 

only does BGE’s reliability performance trend mimic the shape of the diminishing 1 

returns curve, note that the Company’s reliability performance improvements 2 

appear to be slowing despite rapidly-increasing distribution capital spending. 3 

Figure 4: BGE distribution plant additions v. reliability performance, 2016-2025. 4 

 5 

Q. Why is it important for the Commission to increase scrutiny of discretionary 6 
distribution utility spending now? 7 

A. The goals the General Assembly has established for Maryland’s energy and 8 

environmental future are somewhat aggressive.  I applaud these goals, but as a 9 

utility expert, I also recognize that capital investment will be required to achieve 10 

them.  Maryland’s electric customers will be asked to cover the cost of this 11 

investment. Capital investment may also be required to accommodate growing 12 

data center loads, and as the Commission is undoubtedly aware, the impact of data 13 

center load growth has already begun to appear on Maryland customers’ electric 14 

bills. 15 
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Q. What are the goals the General Assembly has established for Maryland’s 1 
energy and environmental future? 2 

A. The Climate Solutions Now Act of 2022 requires a 60% reduction from statewide 3 

greenhouse gas emissions in 2006 by 2031, and net zero emissions by 2045.30  The 4 

Department of the Environment has developed a Climate Pollution Reduction Plan 5 

to achieve these requirements.  Citing both state law and Department policies and 6 

programs, the Plan includes: 7 

• Renewable portfolio and clean energy standards, which require 50% of 8 
electricity consumed in Maryland to be generated by renewable resources by 9 
2030 and 100% to be generated by renewables by 2035 (respectively); 10 

• The Power Act, which sets a goal of 8,500MW of off-shore wind capacity 11 
by 2031; 12 

• A number of programs to rapidly increase electric vehicle adoption; 13 

• The Zero Emission Heading Equipment Standard, which will begin requiring 14 
electric heat pumps instead of fossil-fueled heating later this decade. 15 

Q. Will these laws and plans require investments in electric generation, 16 
transmission, and distribution (“G, T, and D”) capacity? 17 

A. Yes.  The Department’s plan claims these increases in electric costs will be offset 18 

by savings, health, and productivity gains elsewhere, but the bottom line for 19 

electric customers is that increasing investment in G, T, and D capacity will put 20 

upward pressure on electric bills.  Renewable generation generally, and offshore 21 

wind specifically, will cost capital to build and will require new transmission 22 

 
30 Md. Dep’t of the Env’t, Maryland’s Climate Pollution Reduction Plan (Dec. 28, 2023), available at 
https://mde.maryland.gov/programs/air/ClimateChange/CPRP/Pages/Overview.aspx. 
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capacity.  Indeed, renewable generation inherently requires increases in 1 

transmission capacity (to better accommodate intermittency).  While most electric 2 

vehicle charging occurs at night, some charging occurs during the day, when 3 

available generation and transmission capacity are both lower.  All of this will 4 

require increased investment in electric G, T, and D capacity, placing upward 5 

pressure on electric customers’ bills. 6 

Q. What do you think the Commission can or should do to help keep electric bills 7 
low as the state attempts to achieve its environmental goals? 8 

A. I believe the Commission should consider distribution utility rate increases as a 9 

precious commodity to be utilized only when necessary.  A dollar of rate increase 10 

avoided today represents “gas in the tank” that could be available to address 11 

capital investment needs that arise in the future.  Discretionary capital spent today 12 

will increase bills over the next forty years or so (the depreciation period of most 13 

electric distribution utility equipment).  Adequate stewardship of customer dollars 14 

avoids discretionary utility capital spending that is not required for safe and 15 

reliable service, that is premature, or that is cost-ineffective for its intended goals.    16 

Q. What can the Commission do to begin adopting this perspective? 17 

A. As my previous testimony before the Commission indicates, avoiding ratemaking 18 

methods that discourage utility capital spending self-discipline, such as methods 19 

that reduce regulatory lag and cost disallowance risk, would be a good place to 20 

start.  Another recommendation is to require risk-informed benefit-cost analysis, 21 
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which OPC Witness Stephens demonstrates in his testimony, for discretionary 1 

utility capital projects and programs intended to improve reliability.  For example, 2 

had such a requirement been in place as BGE developed its MRP II, many if not 3 

all of the capital projects and programs Mr. Stephens recommends for 4 

disallowances would likely never have been proposed.  The risk-informed 5 

equation required by the California Public Utilities Commission to estimate the 6 

dollar-value of discretionary reliability and safety projects and programs is 7 

presented below.31 8 

 9 

Q. But what can the Commission do to begin adopting the ‘scarcity’ perspective 10 
you recommend in the instant proceeding? 11 

A. I recommend the Commission adopt the cost disallowances Mr. Stephens 12 

recommends in his testimony.  I believe Mr. Stephens accurately identifies BGE 13 

projects and programs that are inadequately supported, premature, unnecessary, or 14 

cost-ineffective.  These are all appropriate grounds for imprudence findings.  But 15 

 
31 Ca. Pub. Util. Comm’n, Decision 22-12-027 (Rulemaking R.20-07-013, Dec. 15, 2022), Appendix A, 
page A-13, item 13. 
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moreover, cost disallowances encourage utilities to increase capital spending self-1 

discipline in the future. 2 

In its Order approving a multi-year rate plan pilot, the Commission stated: 3 

“[t]he proposed project list and individual project costs would not be pre-approved 4 

by the Commission . . . .”32  As we see it, MRPs intend to establish a basis for 5 

future rates; the Commission specifically intended that multi-year rate plans used 6 

to establish future rates should not serve as an advance determination of prudence 7 

for projects and programs within those plans.  This proceeding provides the 8 

Commission with an opportunity to clarify its position on this issue, and I believe 9 

the disallowances OPC Witness Stephens has identified and supported as 10 

imprudent are as appropriate a means to do so as any.          11 

IV. THE PRUDENCE OF BGE’S DECISION TO REBUILD CITY CONDUIT 12 

Q. Please preview this section of testimony. 13 

A. This section of testimony addresses the prudence of BGE’s decision to effectively 14 

replace lease payments to the City for the use of the City’s underground conduit 15 

with capital spending to rebuild parts of the City’s conduit.  I will recommend the 16 

Commission disallow the $80.5 million in conduit rebuild capital cost recovery 17 

BGE is requesting in its Application on the basis that the decision to enter into the 18 

Agreement was imprudent. 19 

 
32 Md. Pub. Serv. Comm’n, Order No. 89482 (Case No. 9618, Feb. 4, 2020), at 24. 
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Q. Please provide a brief background on BGE’s decision to replace lease payments 1 
to the City with capital spending to rebuild parts of the City’s conduit. 2 

A. As the Commission is aware, the City requires BGE to put its cables in the City’s 3 

conduit in exchange for lease payments.  As I understand it, in 2022, BGE and the 4 

City entered negotiations regarding the expiring conduit access agreement 5 

between the City and BGE. According to BGE, the City demanded large increases 6 

in the lease payments for 2023-2026, and that such payments were “north of $300 7 

million” (for a seven-year term that included a three-year extension option).33  It is 8 

appropriate for BGE to negotiate lower costs that its customers must cover. And 9 

while I imagine BGE may have been frustrated by the negotiations, those 10 

negotiations have apparently existed since 1903.34  Here, BGE saw an opportunity 11 

to transform costs that did not earn a return—O&M expenses in the form of lease 12 

payments to Baltimore City—to capital expenditures that did. The opportunity to 13 

increase its profits by turning an O&M expense into a capital expense likely 14 

contributed to BGE’s decision to pursue conduit rebuilding over lease payments in 15 

its negotiations with the City.   But this does not relieve BGE of its responsibility 16 

to construct any such agreement with the City in customer interest.  17 

 
33 BGE, Direct Testimony of John C. Frain, ML# 331766 (Case No. 9888, July 2, 2026) at 30:12 (“Frain 
Direct”). 
34 Id. at 49:14. 
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Q. Please summarize the agreement BGE negotiated with the City. 1 

A. The contract between BGE and Baltimore City reduced the amount BGE paid 2 

directly to the City for access to and use of the conduit system.  Payments from 3 

BGE to the City had been averaging about $28 million annually, but under the 4 

new contract, direct payments were only $14 million in 2023, and $1.5 million 5 

annually from 2024-2026. In exchange for these reductions, the Company agreed 6 

to spend a minimum of $120 million to rebuild parts of the City’s conduit system 7 

by December 31, 2026.  The contract also provided for an optional renewal period 8 

from 2027 to 2029, with an additional $92 million in conduit rebuild capital 9 

spending commitments from BGE.35  10 

Q. When entering into the Agreement with the City, what types of analyses did 11 
BGE complete to determine that conduit rebuild capital spending would 12 
deliver benefits to customers in excess of costs to customers?  13 

A. None that I am aware of.  The analysis BGE provided in discovery reveals only 14 

that customer revenue requirements would be lower in 2024-2026 than if BGE 15 

continued to make lease payments to the City.36  BGE did not complete any 16 

analysis indicating that the benefits of $120 million in conduit rebuild capital 17 

spending called for in the Agreement would exceed customer costs until the 18 

Commission required such an analysis.  BGE appears to have simply assumed that 19 

 
35 Exhibit PJA-3 (BGE Response to Staff DR 6-16, Attachment 1).  
36 Exhibit PJA-3 (BGE Response to OPC DR 12-58(h); BGE Response to OPC DR 2-7, Attachment 1); 
Exhibit PJA-2 (BGE CONFIDENTIAL Response to Staff DR 17-37, Attachment 1). 
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rebuilding conduit would be in customer interest without completing any analysis.  1 

No business that I know of (other than a regulated for-profit utility that perceives 2 

its cost disallowance risk to be low) would consider spending hundreds of millions 3 

of dollars over seven years, or even $120 million over three years, without first 4 

completing extensive financial analysis, including a benefit-cost analysis 5 

(“BCA”).   6 

Q. How much is the conduit rebuilding cost for which BGE requests recovery in 7 
its Application? 8 

A. BGE is requesting recovery of $80.5 million in conduit rebuild capital spending,37 9 

as well as interest expense, profits, and income taxes on top of that spending. 10 

Q. What arguments did you make in support of your recommendation that the 11 
Commission eliminate conduit rebuild spending from the MRP II BGE used 12 
to calculate rates 2024-2026? 13 

A. Mr. Stephens and I made several arguments, including  14 

• That BGE was spending capital on an asset the Company did not own; 15 

• That in the long run, customers pay more for BGE capital spending than they 16 

do for BGE O&M spending, due to interest expense, profits, and income 17 

taxes on profits that customers must cover on capital spending; 18 

• That underground cable in conduit is generally more reliable than overhead 19 

circuits, meaning that the value of reliability improvements available might 20 

not be adequate to exceed the BGE capital spending cost premium BGE 21 

customers must pay; 22 

 
37 Frain Direct, JCF-7 Electric Distribution Plant Additions, Cell D13. 
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• That the Agreement provided no ongoing rights to use the conduit system (at 1 

least in part) in exchange for the significant conduit rebuild spending to 2 

which BGE committed; and 3 

• That upon expiration of the Agreement, customers would end up paying for 4 

the cost of two contracts with the City at once, consisting of 1) recovery of 5 

BGE capital spent to rebuild conduit during the Agreement’s term, likely to 6 

last 40 years; and 2) payments to the City for BGE’s continued use of the 7 

City’s conduit for subsequent lease periods.38   8 

Q. Was the Commission receptive to these arguments? 9 

A. In part.  Though the Commission did allow BGE to include conduit rebuild 10 

spending in the MRP II used to calculate rates 2024-2026, it recognized the 11 

concerns expressed by Mr. Stephens and myself, and by other parties. The 12 

Commission reiterated that the conduit rebuild spending would be subject to a 13 

prudence review in the future, and required BGE to complete a benefit-cost 14 

analysis of the spending at the time cost-recovery is requested.39 That cost 15 

recovery request, prudence review, and benefit-cost analysis are all part of BGE’s 16 

Application, and it is now time for the Commission to render a decision on the 17 

prudence of BGE’s decision to enter into an agreement with the City that replaced 18 

lease payments with capital spending to rebuild conduit the Company does not 19 

own. 20 

 
38 OPC, Panel Response Testimony of Paul J. Alvarez and Dennis Stephens, ML# 303628 (Case No. 
9692, June 20, 2023) at 49:20 to 53:10. 
39 Md. Pub. Serv. Comm’n, Order No. 90948 (Case No. 9692, Dec. 13, 2023) at 101-102. 
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Q. What new information has come to light since you last testified on this issue? 1 

A. The new information that has come to light reveals that Mr. Stephens and my 2 

concerns have proven prescient: 3 

• Baltimore City chose not to extend the Agreement, thereby terminating it 4 

effective January 1, 2027. If the Commission finds BGE conduit spending 5 

prudent, beginning in 2027 and for roughly the next four decades, BGE 6 

customers will pay for the both the cost of conduit capital spending BGE is 7 

requesting (roughly $18.1 million for 2027 per BGE’s BCA)40 and any 8 

subsequent lease payments for conduit use BGE will be required to pay. 9 

• Despite the unsupported assumptions used to develop the BCA, which OPC 10 

Witness Stephens reports in his Direct Testimony likely exaggerates benefits 11 

and understate costs, BGE’s BCA represents a very thin benefit-cost ratio to 12 

customers of just $1.15 in benefits for every $1.00 in cost;  13 

• BGE still does not know the frequency with which City conduit condition has 14 

caused or extended underground cable in conduit service interruptions 15 

historically,41 casting significant doubt as to the reliability improvement 16 

assumptions BGE used to develop the BCA;  17 

• BGE estimates the ‘cost of capital’ premium customers must pay at 28%.42  18 

 
40 Frain Direct, BGE Conduit BCA Business Case_ Explanatory Model-FINAL.  Tab “Revenue 
Requirement”, Cell K104. 
41 Exhibit PJA-1 (BGE Response to OPC DR 4-1). 
42 Frain Direct, BGE Conduit BCA Business Case_ Explanatory Model-FINAL. Tab “Overall Results”,  
Cell C14 (present value of the revenue requirement, at $274 million) less cell C4 ($21.3 million in O&M 
spending) compared to BGE conduit capital spending ($198.0 million per Cell C5).  
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Q. Are you aware that the Commission cannot use hindsight to determine the 1 
prudence of a utility’s spending decisions? 2 

A. Yes.  But the facts known to BGE at the time the company executed the new 3 

agreement with the City indicate that a reasonable utility manager could not have 4 

concluded that the terms and conditions of the new agreement would be beneficial 5 

to customers.  As examples, before entering into an agreement with the City to 6 

replace lease payments with conduit capital spending: 7 

• BGE knew, or should have known, that it was committing customers to 8 

recovery of long-lived capital expenditures over at least 40 years, despite the 9 

limited, seven-year contractual arrangement governing its payments to 10 

Baltimore City;  11 

• BGE knew, or should have known, that an agreement providing no ongoing 12 

rights to use the conduit system (at least in part) in exchange for the 13 

significant conduit rebuild spending to which BGE committed missed 14 

opportunities to reduce lease payments for customers in the future;  15 

• BGE knew, or should have known, that at whatever point the City failed to 16 

renew the Agreement, thereby returning BGE to a lease payment construct, 17 

BGE customers would end up paying for the cost of two contracts with the 18 

City at once; 19 

• BGE knew, or should have known, the historical frequency with which City 20 

conduit condition has caused or extended underground cable in conduit 21 

service interruptions historically;43 and  22 

 
43 Exhibit PJA-1 (BGE Response to OPC DR 4-1). 
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• BGE should have completed a BCA on conduit capital spending using 1 

historical reliability data to inform baseline and reliability improvement 2 

estimates. 3 

Q. What do these observations indicate to you? 4 

A. These observations indicate that BGE entered into the Agreement with shareholder 5 

interest in mind and in disregard for the interests of its customers. These 6 

observations, combined with observations in Mr. Stephens’s Direct Testimony, 7 

confirm that the Agreement was indeed not in customer interest as constructed, 8 

and that BGE knew this, or should have known this, at the time. 9 

Q. What is your recommendation to the Commission regarding BGE’s request 10 
to recover $80.5 million in conduit rebuilding capital cost from customers? 11 

A. I recommend the Commission reject this request in its entirety due to BGE’s 12 

imprudent decision to enter into an Agreement that was not in customer interest.       13 

V. REFUNDS OF IMPORT TARIFFS SUBSEQUENTLY INVALIDATED 14 

Q. Please identify the import tariffs that were subsequently invalidated.    15 

A. As the Commission may be aware, the Trump Administration implemented a 16 

variety of tariffs on imported goods on April 1, 2025 under the authority of the 17 

International Emergency Executive Powers Act (“IEEPA”).  The US Supreme 18 

Court later invalidated these tariffs.  It is my understanding that US businesses are 19 

seeking refunds of IEEPA tariffs paid to US Customs and Border Protection.  It is 20 

also my understanding that a significant proportion of the capital equipment many 21 

PUBLIC VERSION



Direct Testimony of Paul J. Alvarez 
Office of People’s Counsel 

Maryland PSC Case No. 9888 
 

 

30 
 

electric distribution utilities in the US install, from substation power transformers 1 

and distribution line transformers to switches and circuit breakers, are 2 

manufactured overseas.  It is therefore likely that BGE incurred costs related to 3 

imported equipment subject to the IEEPA tariffs.  4 

Q. What is your concern regarding the costs BGE likely incurred as a result of 5 
these tariffs? 6 

A. As a regulated utility with costs covered by customers, my concern is that BGE 7 

may not be motivated to pursue refunds of invalidated tariffs paid to the degree 8 

that businesses operating in competitive markets might be.  Further, to the extent 9 

BGE pursues and receives such refunds, it is not necessarily clear that those 10 

refunds would be applied in the Company’s books and records in such a way as to 11 

reduce the rate base on which BGE costs of capital, including interest and profits 12 

customers are asked to cover, are calculated.  (It is my understanding that ancillary 13 

costs associated with equipment placed into service, such as shipping and 14 

handling, installation, and any sales taxes or import tariffs paid, are added to rate 15 

base along with the cost of the equipment itself when such equipment is placed 16 

into service.)     17 

Q. Will it be difficult for BGE to pursue refunds on invalidated IEEPA tariffs? 18 

A. In some cases no, but in other cases yes.  Securing refunds from US Customs and 19 

Border Protection on these payments may be relatively straightforward, as I 20 

understand the agency has established a process and an online tool that importers 21 
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of record may use to make refund requests.  However, it appears that all of the 1 

imported equipment BGE acquired during the effective IEEPA tariff time period 2 

was purchased through distributors or other importers of record.  (Invalidated 3 

IEEPA tariffs were assessed on imported equipment from April 1, 2025 through 4 

February 24, 2026.)  These intermediaries may have included extra fees on their 5 

invoices to BGE to cover IEEPA tariffs, or they may have simply inflated 6 

equipment prices to cover IEEPA tariffs.  BGE will have to expend extra effort to 7 

secure refunds of IEEPA tariff fees or IEEPA tariff-related equipment price 8 

increases from these intermediaries. But this is not impractical; BGE has already 9 

recovered small refunds of IEEPA tariffs the Company has paid indirectly through 10 

its suppliers.44    11 

Q. What are your recommendations to the Commission on this issue? 12 

A. I recommend the Commission Order BGE to use reasonable means to pursue 13 

refunds of IEEPA tariffs the Company paid directly, as well as to pursue refunds 14 

of IEEPA-related equipment cost increases from intermediary suppliers.  I also 15 

recommend the Commission Order BGE to apply all such refunds received as 16 

reductions to rate base, and to report the Company’s efforts to pursue such 17 

refunds.  I recommend such ‘effort reports’ cover the period from February 24, 18 

 
44 Exhibit PJA-1 (BGE Response to OPC DR 8-1).     
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2026 until the point at which the cost of refund pursuit begins to exceed the 1 

amount of the refunds likely to be recovered. 2 

VI. REVIEW AND CONCLUSION 3 

Q. Please review your testimony. 4 

A. After the introduction, Section II provided a history of relevant developments 5 

since the Commission first approved a pilot for multi-year ratemaking using 6 

forecasted test years and annual spending reconciliations in 2019.  This history 7 

supplied background information I believe to be important as the Commission 8 

considers BGE’s instant Application.  Section III provided perspectives on capital 9 

spending intended to improve reliability, and communicated a sense of urgency for 10 

more aggressive Commission governance of distribution utility spending.  I 11 

recommended the Commission Order BGE to complete risk-informed benefit-cost 12 

analysis on capital projects and programs intended to improve reliability in the 13 

future. 14 

  Section IV addressed the prudence of BGE’s decision to effectively replace 15 

lease payments to the City for the use of the City’s underground conduit with 16 

capital spending to rebuild parts of the City’s conduit.  I recounted my positions 17 

on this issue from my testimony on BGE’s MRP II, and provided additional 18 

support and context for those positions as they have come to light in the past three 19 

years.  I recommended the Commission disallow the $80.5 million in conduit 20 
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rebuild capital cost recovery BGE is requesting in its instant Application on the 1 

basis that BGE knew, or should have known, that the Agreement with the City was 2 

not in customer interest as constructed, and therefore imprudent. 3 

  Section V addressed Trump Administration import tariffs that the Supreme 4 

Court subsequently invalidated, prompting refund opportunities.  I recommended 5 

the Commission require BGE to pursue those opportunities, including on imported 6 

equipment procured through intermediaries that might be more difficult for BGE 7 

to pursue.  I also recommended the Commission Order BGE to appropriately 8 

reflect any such refunds as rate base reductions.      9 

Q. Does this conclude your direct testimony? 10 

A. Yes, it does. 11 
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Evaluate Dominion’s Grid Transformation Plan.  Testimony on behalf of Appalachian Voices/Southern 
Environmental Law Center.  Virginia SCC PUR-2021-00127.  September 13, 2021. 
 
Investigate Avista Utilities’ Electric Distribution and Wildfire Spending, Plans, and Processes.  
Panel testimony with Dennis Stephens on behalf of Public Counsel.  WUTC 200900.  April 29, 2021. 
  
Evaluate Kentucky Utilities/Louisville Gas & Electric’s CPCN to Install Advanced Meters.  
Testimony on behalf of the Attorney General.  Kentucky PSC 2020-00349/00350.  March 5, 2021. 
 
Examine Potomac Electric Power Company’s Electric Distribution Spending and Plan.  Panel 
testimony with Dennis Stephens on behalf of the Office of People’s Counsel.  MD PSC 9655.  March 3, 
2021. 
 
Determine If Customer Interest Is Served by Smart Meter Stipulation.  Testimony before the Ohio 
PUC on behalf of the Office of Consumer Counsel.  Ohio PUC 18-1875-EL-GRD.  December 17, 2020.   
 
Critique Public Service Electric & Gas Company’s Smart Meter Deployment Plan.  Testimony before 
the New Jersey Board of Public Utilities on behalf of the Division of Rate Counsel. NJ BPU EO18101115.  
Aug. 31, 2020. 
 
Examine Oklahoma Gas and Electric's $800 million Grid Enhancement Plan.  Testimony before the 
Oklahoma Corporations Commission on behalf of AARP.  PUD 202000021.  August 25, 2020. 
 
Examine Baltimore Gas and Electric’s 2021-2023 Grid Investment and Operations Plan.  Panel 
testimony before the Maryland Public Service Commission with Dennis Stephens on behalf of the Office 
of People’s Counsel. MDPSC 9645. August 14, 2020.  
 
Critique of Duke Energy Carolinas/Duke Energy Progress $2.3 billion Grid Improvement Plan.  
Testimony before the North Carolina Utilities Commission on behalf of a coalition of consumer and 
environmental advocates.  NCUC E-7, Sub 1214 February 18, 2020, and E-2, Sub 1219 March 25, 2020. 
 
Critique of Investment in Traditional Meters (Equipped with AMR).  Testimony before the New 
Hampshire Public Utilities Commission recommending rejection of cost recovery.  DE 19-057.  December 
20, 2019.   
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Critique of Smart Meter Benefits Claimed by Puget Sound Energy.  Testimony before the Washington 
Utility and Telecom Commission recommending rejection of cost recovery pending demonstration of 
benefits in excess of costs. UE-190529 and UG-190530.  November 22, 2019.  
 
Critique of Smart Meter Benefits Claimed by Rockland Electric Company.  Testimony before the 
New Jersey Board of Public Utilities on behalf of the Division of Consumer Advocate recommending 
rejection of cost recovery pending demonstration of benefits in excess of costs.  ER19050552.  October 
11, 2019. 
 
Critique of Grid Improvement Plan Proposed by Indianapolis Power and Light.  Testimony before 
the Indiana Utility Regulatory Commission recommending reductions in the size of the plan ($1.2 billion) 
based on benefit-cost analyses of plan components.  Cause 45264.  October 7, 2019. 
 
Investigation into Distribution Planning Processes.  Comments to the Michigan Public Service 
Commission recommending a transparent, stakeholder-engaged distribution planning process.  U-20147.  
September 11, 2019. 
 
Investigation into Grid Modernization.  Comments to the New Hampshire Public Utilities Commission 
recommending a transparent, stakeholder-engaged distribution planning process.  IR 15-296.  September 
6, 2019.  
 
Arguments to Reduce and Re-prioritize Grid Modernization Investments Proposed by Pacific Gas 
& Electric.  Testimony before the California Public Utilities Commission.  A.18-12-009.  July 26, 2019. 
 
Evaluation of Xcel Energy’s Request for an Advance Determination of Prudence Regarding Natural 
Gas Generation Plant Purchase.  Testimony before the North Dakota Public Service Commission.  PU-
18-403.  May 28, 2019.   
 
Critique of Smart Meter Replacement Program Implied by Proposed Duke Energy Ohio Global 
Settlement Agreement.  Testimony before the Public Utilities Commission of Ohio on behalf of the Office 
of Consumer Counsel.  Numerous cases including 17-0032-EL-AIR.  June 25, 2018.   
 
Support for Considering Duke Energy Grid Modernization Investments in a Distinct Proceeding.  
Testimony before the North Carolina Utilities Commission on behalf of the Environmental Defense Fund.  
E-2 Sub 1142, October 18, 2017 and E-7 Sub 1146, January 19, 2018.   
 
Evaluate Southern California Edison’s Request to Invest $2.3 Billion in its Grid to Accommodate 
Distributed Energy Resources.  Testimony before the California Public Utilities Commission on behalf of 
The Utility Reform Network.  A16-09-001.  May 2, 2017. 
 
Evaluate Kentucky Utilities/Louisville Gas & Electric Smart Meter Deployment Plan.  Testimony 
before the Kentucky Public Service Commission on behalf of the Kentucky Attorney General in 2016-
00370/2016-00371.  March 3, 2017.  Also in 2018-00005 May 18, 2018 
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Evaluate National Grid’s Massachusetts Smart Meter Deployment Plan.  Testimony before the 
Massachusetts Department of Public Utilities on behalf of the Massachusetts Attorney General in 15-120.  
March 10, 2017.  Also Unitil in 15-121 and Eversource in 15-122/123, March 10, 2017 
 
Evaluate Pacific Gas & Electric’s Request to Invest $100 Million in Its Grid to Accommodate 
Distributed Energy Resources.  Testimony before the California Public Utilities Commission on behalf of 
The Utility Reform Network, A15-09-001.  April 29, 2016  
 
Arguments to Consider Duke Energy’s Smart Meter CPCN in the Context of a Rate Case.  Testimony 
before the Kentucky Public Service Commission on behalf of the Attorney General in 2016-00152.  July 
18, 2016. 
 
Evaluate Westar Energy’s Proposal To Mandate a Rate Specific to Distributed Generation-Owning 
Customers.  Testimony before the Kansas Corporation Commission on Behalf of the Environmental 
Defense Fund, case 15-WSEE-115-RTS.  July 9, 2015.   
 
Regulatory Reform Proposal to Base a Significant Portion of Utility Compensation on Performance 
in the Public Interest.  Testimony before the Maryland PSC on behalf of the Coalition for Utility Reform, 
case 9361. December 8, 2014. 
 
Duke Energy Ohio Smart Grid Audit and Assessment.  Primary research and report prepared for the 
Public Utilities Commission of Ohio case 10-2326-GE.  June 30, 2011. 
 
SmartGridCity™ Demonstration Project Evaluation Summary.  Primary research and report prepared 
for Xcel Energy. Colorado Public Utilities Commission case 11A-1001E.  October 21, 2011. 
 
 

Books 
 
Smart Grid Hype & Reality: A Systems Approach to Maximizing Customer Return on Utility 
Investment.  Second edition.  ISBN 978-0-615-88795-1. Wired Group Publishing. 360 pages. 2018. 
    

 
Noteworthy Publications 

 
Alternative Ratemaking in the US: A Prerequisite for Grid Modernization, or an Unwarranted Shift 
of Risk to Customers?  With Kenneth Costello, Sean Ericson and Dennis Stephens. Electricity Journal. 
Volume 35 (October, 2022).  
 
Utility Regulation Through Legislation: A Cautionary Tale for Legislators, Regulators, 
Stakeholders, and Utilities.  With Sean Ericson and Dennis Stephens. Electricity Journal. Volume 34 
(August, 2021).    
 
Florida Storm Protection Plans: A Bonanza for Utilities, a Bust for Consumers and the State. 
Whitepaper co-authored with Dennis Stephens for AARP-Florida. October 5, 2020. 
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Challenging Utility Grid Modernization Proposals.  With Sean Ericson and Dennis Stephens. Public 
Utilities Fortnightly. Part 1, August, 2020, pages 59-62; Part 2 September, 2020.   
 
The Rush to Modernize: An Editorial on Distribution Planning and Performance Measurement.  
With Sean Ericson and Dennis Stephens.  Public Utilities Fortnightly.  July 8, 2019.  Pages 116+ 
 
Modernizing the Grid in the Public Interest: Getting a Smarter Grid at the Least Cost for South 
Carolina Customers.  Whitepaper co-authored with Dennis Stephens for GridLab.  January 31, 2019   
 
Modernizing the Grid in the Public Interest:  A Guide for Virginia Stakeholders.  Whitepaper co-
authored with Dennis Stephens for GridLab.  October 5, 2018. 
 
Measuring Distribution Performance?  Benchmarking Warrants Your Attention.  With Sean Ericson.  
Electricity Journal.  Volume 31 (April, 2018), pages 1-6. 
 
Busting Myths: Investor-Owned Utility Performance Can be Credibly Benchmarked.  With Joel 
Leonard.  Electricity Journal.  Volume 30 (October, 2017), pages 45-48. 
 
Price Cap Electric Ratemaking: Does it Merit Consideration?  With Bill Steele.  Electricity Journal. 
Volume 30, (October, 2017), pages 1-7.   
 
Integrated Distribution Planning: An Idea Whose Time has Come.  Public Utilities Fortnightly.  
November, 2014; also International Confederation of Energy Regulators Chronicle, 3rd Ed, March, 2015 
 
Smart Grid Economic and Environmental Benefits: A Review and Synthesis of Research on Smart 
Grid Benefits and Costs. Secondary research report prepared for the Smart Grid Consumer Collaborative. 
October 8, 2013. Companion piece: Smart Grid Technical and Economic Concepts for Consumers. 
 
Is This the Future? Simple Methods for Smart Grid Regulation.  Smart Grid News.  October 2, 2014.   
 
A Better Way to Recover Smart Grid Costs.  Smart Grid News.  September 3, 2014. 
 
Why Should We Switch to Performance-based Compensation?  Smart Grid News. August 15, 2014. 
 
The True Cost of Smart Grid Capabilities.  Intelligent Utility. June 30, 2014.  
 
Maximizing Customer Benefits: Performance Measurement and Action Steps for Smart Grid 
Investments.  Public Utilities Fortnightly. January, 2012. 
 
Buying Into Solar: Rewards, Challenges, and Options for Rate-Based Investments.  Public Utilities 
Fortnightly. December, 2009. 
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Notable Presentations and Appearances 
 
S&P Global Market Intelligence, Energy Evolution Podcast Series.  Unintended consequences: When 
politicians reshape utility regulation.  Interview with Karin Rives.  July 26, 2024.   
 
NASUCA Annual Meeting.  Alternative Ratemaking:  Unintended Consequences and Recommendations 
for Consumer Advocates.  Charlotte, NC.  November 7, 2023. 
 
NASUCA Electricity Committee Meeting.  Alternative Ratemaking and Grid Modernization: 
Considerations for Consumer Advocates.  With Dennis Stephens and Ken Costello.  December 7, 2022.   
 
NASUCA Annual Meeting.  Reinventing Distribution Planning in New Hampshire.  With D. Maurice Kreis, 
Executive Director, Office of Consumer Advocate.  San Antonio, TX.  November 19, 2019. 
 
National Council on Electricity Policy Annual Meeting.  Trainer on the economics of distribution grid 
interoperability and standard compliance; Presentation on communication network economics.  Austin, TX.  
Sept 10-12, 2019.   
 
NASUCA Annual Meeting.  Grid Modernization:  Basic Technical Challenges Advocates Should Assert.  
Orlando, FL.  November 13, 2018. 
 
Illinois Commerce Commission, NextGrid Working Group 7.  Using Peer Comparisons in Distributor 
Performance Evaluation.  Workshop 3 Presentation.  Chicago, IL.  July 30, 2018. 
 
NARUC Committee on Electricity.  Using Peer Comparisons in Distributor Performance Evaluation.  
Smart Money in Grid Modernization Panel Presentation.  Scottsdale, AZ.  July 16, 2018. 
 
Public Utilities Commission of Ohio, Power Forward Proceeding Phase 2.  Getting a Smart Grid for 
FREE.  Columbus, Ohio.  July 26, 2017. 
 
NASUCA Mid-Year Meeting.  Using Performance Benchmarking to Gain Leverage in an “Infrastructure 
Oriented” Environment.  Denver, CO.  June 6, 2017. 
 
NARUC Committee on Energy Resources and the Environment. How big data can lead to better 
decisions for utilities, customers, and regulators. Washington DC. February 15, 2016. 
 
National Conference of Regulatory Attorneys 2014 Annual Meeting. Smart Grid Hype & Reality. 
Columbus, Ohio. June 16, 2014. 
 
NASUCA 2013 Annual Conference.  A Review and Synthesis of Research on Smart Grid Benefits and 
Costs. Orlando, FL.  November 18, 2013. 
 
NARUC Subcommittee on Energy Resources and the Environment. The Distributed Generation 
(R)Evolution. Orlando, FL. November 17, 2013. 
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IEEE Power and Energy Society, ISGT 2013. Distribution Performance Measures that Drive Customer 
Benefits.  Washington DC. February 26, 2013.  
 
Great Lakes Smart Grid Symposium. What Smart Grid Deployment Evaluations are Telling Us. 
Chicago. September 26, 2012. 
 
Mid-Atlantic Distributed Resource Initiative. Smart Grid Deployment Evaluations: Findings and 
Implications for Regulators and Utilities. Philadelphia. April 20, 2012 
 
DistribuTECH 2012. Lessons Learned: Utility and Regulator Perspectives. Panel Moderator. January 25.    
 
DistribuTECH 2012. Optimizing the Value of Smart Grid Investments. Half-day course. January 23.    
 
NARUC Subcommittee on Electricity. Maximizing Smart Grid Customer Benefits: Measurement and 
Other Implications for Investor-Owned Utilities and Regulators. St. Louis, MO.  November 13, 2011. 
 
Canadian Electric Institute 2013 Annual Distribution Conference. The (Smart Grid) Story So Far: 
Costs, Benefits, Risks, Best Practices, and Missed Opportunities.  Toronto, Canada. January 23, 2011. 
 
 

Teaching 
 
Post-graduate Adjunct Professor.  University of Colorado, Global Energy Management Program. 
Course: Renewable Energy Commercialization -- Electric Technologies, Markets, and Policy. 
 
Guest Lecturer.  Michigan State University, Institute for Public Utilities. Courses: Performance 
Measurement of Distribution Utility Businesses; Introduction to Grid Modernization.  
    

 
Education 

 
Master’s Degree in Management, 1991, Kellogg School of Management, Northwestern University, 
Evanston, IL.  Concentrations:  Finance, Accounting, Information Systems, and International Business.
  
Bachelor’s Degree in Business Administration, 1984, Kelley School of Business, Indiana University, 
Bloomington, IN.  Concentrations:  Finance, Marketing. 
 
 

Certifications 
 
New Product Development Professional.  Product Development and Management Association.  2007. 
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Baltimore Gas and Electric Company's Application for Adjustments 

to Its Electric Base Rate 

 

Case No. 9888 

Data Responses Cited in the Direct Testimony of Paul J. Alvarez 

 

BGE Response to OPC Data Request 4-1 

BGE Response to OPC Data Request 8-1 
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Case No. 9888 

Baltimore Gas and Electric Co. 

Response to OPC Data Request 4 

Request Received: August 11, 2026 

Response Date: August 25, 2026 

Sponsor(s): Laura A. Wright 

 

 

Item No.: OPCDR04-01 

 

Refer to Mr. Frain’s Direct Testimony at 55:1 which states, regarding City expenditures under 
historical City conduit agreements, “Those expenditures could include salaries, administrative 

overhead, and generalized municipal conduit activities that were not necessarily targeted to 

protecting BGE’s electric facilities or reducing outage risk for BGE customers.”  Refer also to 
50:5, which states “Beginning around 2016, the City began to proactively replace entire spans of 

outdated conduit and associated manholes.”  
a. OPC understands that BGE began making investments in the City’s conduit 

network in 2023.  Provide a list of service interruptions from January 1, 2016 

through December 31, 2022, caused by outdated City conduit and manholes.  For 
each such service interruption please provide:  

i. The date of the service interruption; 
ii. The recorded primary category of service interruption cause; 

iii. The recorded secondary category of service interruption cause; 

iv. The count of customers interrupted; 
v. The count of customer minutes interrupted; and 

vi. The field notes associated with the service interruption.  
b. Provide a list of service interruptions from January 1, 2016 through December 31, 

2022, in which the duration of a service interruption was extended due to outdated 

City conduit and manholes.  For each such service interruption please provide: 
i. The date of the service interruption; 

ii. The recorded primary category of service interruption cause; 
iii. The recorded secondary category of service interruption cause; 

iv. The count of customers interrupted; 

v. The total count of customer minutes interrupted;  
vi. The proportion (in percent) of the total count of customer minutes 

interrupted extended due to outdated City conduit and manholes; and 
vii. The field notes associated with the service interruption.  

 

 
RESPONSE:   

 
a. BGE does not track the requested information in the manner requested. Accordingly, the 

requested data is not available in the ordinary course of business and BGE is unable to 
provide the information as requested. 

 

b. BGE does not track the requested information in the manner requested. Accordingly, the 
requested data is not available in the ordinary course of business and BGE is unable to 

provide the information as requested. 
 

Exhibit PJA-1 
Page 2 of 3



 

Page 1 of 1 

Case No. 9888 

Baltimore Gas and Electric Co. 

Response to OPC Data Request 8 

Request Received: August 24, 2026 

Response Date: September 08, 2026 

Sponsor(s): Counsel 

 

 

Item No.: OPCDR08-01 

 

Do any of BGE’s historic test year capital or O&M expenses reflect international trade tariffs 

implemented pursuant to the International Emergency Economic Powers Act (“IEEPA”) that 

were paid by BGE, Exelon, or another entity on BGE or Exelon’s behalf? 

a. If so, please identify the specific amounts by account and project. 

b. If so, has BGE and/or Exelon taken any steps to seek refund or reimbursement of 

any costs associated with IEEPA tariffs? 

i. If no steps have been taken, do BGE and/or Exelon intend to seek refund 

or reimbursement of any costs associated with IEEPA tariffs? 

ii. If BGE and/or Exelon do not intend to seek refund or 

reimbursement of costs associated with IEEPA tariffs, please explain why 

not. 

 

 

RESPONSE:   

 

Neither BGE nor Exelon were the importer of record for any purchases during the time the 

IEEPA tariffs were in place.  Therefore, we do not have visibility to any IEEPA tariffs that may 

have been passed on by our suppliers, who themselves may not have been the importer or 

record. In addition, for tariffs which may have been paid by BGE or Exelon during that time 

period, suppliers do not identify tariffs by the implementing legislation to allow us to identify 

IEEPA tariffs. However, Exelon is actively in communication with its suppliers to determine 

what IEEPA tariffs may have been paid, if any, and any refunds that may be forthcoming.  To 

date, BGE has received approximately $14,500 in IEEPA related refunds.   
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Baltimore Gas and Electric Company's Application for Adjustments 

to Its Electric Base Rate 

 

Case No. 9888 

Data Responses Cited in the Direct Testimony of Paul J. Alvarez from Case No. 9692 

 

BGE Response to OPC Data Request 2-7, Attachment 1 

BGE Response to OPC Data Request 12-58 

BGE Response to Staff Data Request 6-16, Attachment 1 
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Prior O&M Only Conduit Fee 2023 2024 2025 2026
A O&M conduit fee costs revenue requirement (1) 32,310,000$       32,310,000$        32,310,000$       

New Conduit Amendment 2023 2024 2025 2026
B Average Investment (see below) (2) 4,900,000$            27,634,000$            62,519,000$             96,819,000$             
C Rate of Return 9.5% 9.5% 9.5%

D=B*C Required Income 2,625,230$              5,939,305$               9,197,805$               
E Property Tax 71,500$                   404,690$                  928,785$                  
F Depreciation Expense (3) 932,000$                 932,000$                  2,200,000$               
G O&M Conduit Fee Costs 5,625,000$              5,625,000$               5,625,000$               

H=D+E+F+G Revenue requirement 9,253,730$              12,900,995$             17,951,590$             
Revenue Requirement Reduction

(1) Lease payments from prior agreement assuming an increase in 2024
(2) Assumes 1/2 of annual Capital Investment is placed in-service in annually
(3) Assumes a 2% depreciation rate

2023 2024 2025 2026
Capital Investments 10,000,000$          36,600,000$            36,700,000$             36,700,000$             
Depreciation Expense (200,000)$              (732,000)$                (734,000)$                 (734,000)$                
Terminal Rate Base 9,800,000$            35,868,000$            35,966,000$             35,966,000$             

Capital Investments 10,000,000$          
Depreciation Expense (200,000)$              
Average Rate Base 4,900,000$            

Conduit Agreement Impact on Annual Revenue Requirement During the MYP
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BOY Plant 2023 10,000,000$            
Depreciation Expense (200,000)$                
Cap Ex 36,400,000$            
Depreciation Expense (732,000)$                
Average Rate Base 27,634,000$            

BOY Plant 2023 9,800,000$               
Depreciation Expense (200,000)$                 
BOY Plant 2024 35,668,000$             
Depreciation Expense (732,000)$                 
2025 CapEx 36,700,000$             
Depreciation Expense (734,000)$                 
Average Rate Base 62,519,000$             

BOY Plant 23 9,600,000$               
Depreciation Expense (200,000)$                
BOY Plant 24 34,936,000$             
Depreciation Expense (732,000)$                
BOY Plant 25 35,966,000$             
Depreciation Expense (734,000)$                
2026 Cap Ex 36,700,000$             
Depreciation Expense (734,000)$                
Average Rate Base 96,819,000$             
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Case No. 9692
OPC Data Request 2

Item 7
Attachment 1

Total
96,930,000$       

40,106,315$            
(56,823,685)$           
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Case No. 9692 
Baltimore Gas and Electric Co. 

Response to OPC Data Request 12 
Request Received: April 18, 2023 

Response Date: May 02, 2023 
Sponsor(s): David M. Vahos 

 
 

Item No.: OPCDR12-58 
 
Directed to Witness Vahos 
 
Refer to Exhibit DMV-6E, page 41, project 87472 (Conduit Capital). 
 

a.      Provide a list of projects the Company will complete and the capital cost of each by 
year for 2023–2026.  If unavailable, please provide descriptions of the primary 
types of infrastructure improvements the Company will likely make as part of this 
project, and the likely capital cost by type, by year for 2023–2026. 

b.      Confirm that the Company’s downtown Baltimore underground network is 
operating safely and reliably today.  If not confirmed, please explain. 

c.      Refer to the responses to subparts (a) and (b) above.  For each project or 
infrastructure improvement type listed in response to subpart (a), explain why each 
is necessary for safe and reliable service given the response to subpart (b).  

d.      Provide (or estimate) a count of customers served by the Company’s downtown 
Baltimore underground network as of December 31, 2022. 

e.      Provide a list of service interruptions, with date and network identifier (as employed 
in the Company’s response to OPC DR 6-02), occurring on the Company’s 
downtown Baltimore underground network from January 1, 2013 to December 31, 
2022. 

f.       Provide a list of safety incidents, with dates and descriptions, resulting from the 
existing state of the Baltimore City conduit system from January 1, 2013 to 
December 31, 2022.  

g.      Provide a description of how the Company’s $120 million investment will benefit 
its customers, particularly given the list of service interruptions provided in 
response to subpart (e) above, the inherent redundancies designed into the 
Company’s downtown Baltimore underground network, and the short list of safety 
incidents provided in response to subpart (f) above. 

h.      Refer to the Company’s response to subpart (g) above.  Provide any benefit-cost 
analyses the Company completed indicating that the benefits to customers of the 
$120 million investment will exceed the costs (revenue requirements) to customers.  
If the Company did not complete any such analysis, please explain why not. 

i.        Refer to StaffDR06-16 Attachment 1, which is the executed Amendment to the 
Company’s Settlement Agreement with Baltimore City regarding the use of the 
City’s conduit system 2023-2027.  Confirm that to the extent the Commission 
rejects the Company’s proposal to invest $120 million in the City’s conduit system, 
the Company’s shareholders, and not the Company’s customers, will fulfill the 
Company’s obligations to the City as described in the Amendment. 

j.       Provide a copy of the Company’s long-term strategy for investing in conduit system 
capital improvement projects, including the date on which this strategy was 
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approved/adopted. Estimate the capital spending on additional improvements the 
Company wishes to make beyond the 2027 end-date of the Amendment.

k.      Refer to the Amendment cover letter, which indicates that 24% of the conduit is 
occupied by tenants other than BGE.  Describe any attempts BGE has made, or 
plans BGE has, to secure compensation from such tenants in exchange for conduit 
enhancements. If the Company has made no such attempts or has no such plans, 
please explain why not.

l.       Using the assumptions employed by the Company to determine revenue 
requirements in this case, estimate the revenue requirements by year over a 50-year 
depreciation period associated with the capital investment amounts specified in the 
Amendment 2023-2027.

RESPONSE: 

a. The primary types of infrastructure improvements BGE will be making under the new 
agreement are the complete replacement of existing conduit spans and the complete 
rebuild of manholes. These projects will primarily focus on old and / or poor condition 
infrastructure. Only projects that benefit BGE’s electric distribution system will be 
selected.   

b. BGE’s underground electrical network in Baltimore City is operating safely and reliably 
today.  However, significant portions of Baltimore City’s underground conduit system 
are comprised of old terracotta and orange burg materials and many manholes are in poor 
condition due to their age. The failure mode of the terracotta and orange burg materials is 
to collapse which leads to obstructions that need to either be cleared via rods if possible
or in many cases the conduit obstruction needs to be excavated and repaired and these 
obstructions can disrupt electric service.  

c. See the responses to subparts (a) and (b), above.

d. The Downtown AC Secondary Network located within downtown Baltimore supplies 
1,905 customers.  Please see OPCDR06-01-CONFIDENTIAL CEII Attachment (a) for 
details of the supply circuits.  The Downtown AC Secondary Network is a highly reliable 
and specialized supply design to avoid outages, typically deployed in central business 
districts of cities.  The AC Secondary Network contains multiple supply circuits, network 
transformers, and network protectors to enable the AC Secondary network customers to 
remain in service following the loss of one or more supply circuits.  However, please note 
that the Baltimore City conduit system extends significantly beyond the Company’s 
Downtown AC Secondary Network.

e. Please see OPCDR12-58-Attachment 1 for a listing of interruption events on the AC 
Secondary Downtown Network supply circuits.  Supply circuit loss to the AC Secondary 
Network rarely results in unplanned outages for network customers.  However, please 
note that the Baltimore City conduit system extends significantly beyond the Company’s 
Downtown AC Secondary Network. 

f. Baltimore City owns and operates the conduit system and therefore BGE cannot provide 
a list of all safety incidents related to the Baltimore City conduit system. Furthermore, 
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while BGE does track safety incidents for its employees, it does not track events 
discretely for the conduit system in isolation. 

 
g. Please refer to OPCDR02-06- CONFIDENTIAL Attachment 1 and OPCDR02-07-

Attachment 1. 
 
h. Please refer to OPCDR02-06- CONFIDENTIAL Attachment 1 and OPCDR02-07-

Attachment 1. 
 
i. This amended agreement represents an arm’s length commercial transaction between two 

parties, and it provides BGE’s customers with improved and modernized infrastructure 
investments at a lower revenue requirement then the prior conduit agreement.  Given how 
essential the conduit system is to delivering electric service to BGE’s customers the 
amended agreement is prudent and should be recovered through distribution rates.  

 
j. Please see OPCDR02-06-CONFIDENTIAL Attachment 1.  The Company has not 

estimated the appropriate capital spending beyond the term of the amended agreement.  
 
k. Baltimore City owns and operates the conduit system. BGE has no contractual 

relationship with the other tenants regarding the conduit system.  
 
l. The Company has not prepared the requested analysis. 
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