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DIRECT TESTIMONY OF 
JOHN DEFEVER 

INTRODUCTION 1 

Q. What is your name, occupation, and business address? 2 

A. My name is John Defever.  I am a Certified Public Accountant, licensed in the 3 

State of Michigan.  I am a senior regulatory consultant in the firm of Larkin & 4 

Associates, PLLC, with offices at 15728 Farmington Road, Livonia, Michigan. 5 

Q. Please describe the firm Larkin & Associates, PLLC. 6 

A. Larkin & Associates, PLLC is a Certified Public Accounting and Regulatory 7 

Consulting Firm.  The firm performs independent regulatory consulting primarily 8 

for public service commission staffs, and consumer interest groups (attorneys 9 

general, public counsels, public advocates, consumer counsels, etc...).  Larkin & 10 

Associates, PLLC, has extensive experience in the utility regulatory field as expert 11 

witnesses in over 600 regulatory proceedings including numerous electric, gas, 12 

telephone, and water and sewer utilities. 13 

Q. Have you prepared an exhibit describing your qualifications and 14 
experience? 15 

A. Yes. I have attached Appendix A, which summarizes my experience and 16 

qualifications. 17 

Q. On whose behalf are you appearing? 18 

A. Larkin & Associates, PLLC was retained by the Office of People’s Counsel 19 

(“OPC”) Accordingly, I am appearing on behalf of the OPC.  20 
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Q. What is the purpose of your testimony? 1 

A. The purpose of my testimony is to review and make recommendations regarding 2 

specific issues that affect Baltimore Gas and Electric Company’s (“BGE” or 3 

“company”) requested increase in rates. 4 

Q.  How will your testimony be organized? 5 

A.  The testimony is organized as follows:  Introduction, Overall Financial Summary, 6 

Rate Base Adjustments, Operating Income Adjustments, and Conclusion. 7 

I. Overall Financial Summary  8 

Q.  Have you prepared any exhibits in support of your testimony? 9 

A.  Yes. I have prepared Exhibit JD-1, which consists of Schedules A, B, C, and D 10 

with supporting Schedule B-1 through B-3 and C-1 through C-19 and Exhibit JD-11 

2 which contains copies of discovery responses I have relied on.  12 

Q. Have you incorporated the recommendations of other OPC witnesses in 13 
your summary schedules? 14 

A. Yes.  I incorporated the recommendations of OPC Witnesses Paul Alvarez,  15 

Dennis Stephens, and Ron Nelson regarding BGE’s capital spending. And I 16 

incorporated the recommendations of OPC witness John Howat regarding BGE’s 17 

expenses related to its proposed “FlexPay” program. I have reflected the capital 18 

structure and rate of return recommendations of OPC witness Daniel Casarra. 19 
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Q. Please discuss schedule A of Exhibit JD-1, which is titled “Overall Financial 1 
Summary.” 2 

A. Schedule A presents the overall financial summary for the test year in this case, 3 

giving effect to all the adjustments that I and other OPC witnesses are 4 

recommending in my testimony as well as the rate of return sponsored by OPC’s 5 

witness. The rate base and operating income amounts for the test year are taken 6 

from Schedules B and C, respectively. The capital structure and rate of return for 7 

the test year, as presented in the testimony of OPC’s witness, is provided on 8 

Schedule D for convenience. The result is an income sufficiency shown on line 7 9 

which is obtained by subtracting the achieved operating income on line 6 10 

(operating income as adjusted) from the required operating income on line 5. 11 

This amount is grossed up for taxes, regulatory assessments and uncollectibles.  12 

Q. Please discuss schedule B, which summarizes rate base, as adjusted. 13 

A.  The rate base amounts are taken from BGE witness Frain’s Schedule JCF-5E for 14 

the test year ending March 31, 2026. The adjustments I and other OPC witnesses 15 

are  recommending to the test year rate base are presented on Schedules B-1 16 

through B-3.   17 

Q. Please discuss Schedule C, which summarizes net operating income, as 18 
adjusted. 19 

A. The starting point on Schedule C is the company’s adjusted net operating income 20 

for the test year, as found on BGE’s Schedule JCF-5E. My and the other OPC 21 

witnesses recommended adjustments to BGE’s expenses for the test year are 22 
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provided on page two of Schedule C. Schedules C-1 through C-15 provide 1 

further support and calculations for the expense adjustments I and other OPC 2 

witnesses are  recommending.  The adjustments result in the OPC’s 3 

recommended net operating income.  4 

Q.  Based on the OPC’s review of BGE’s filing, what change in revenue 5 
requirement is the OPC recommending at this time? 6 

 7 
A. Based on the adjustments that have been quantified to date, the results are a 8 

revenue decrease of $43.862 million. 9 

I. Rate Base Adjustments 10 

A. Net Operating Loss Carryforward  11 

Q. Has the company included adjustments related to net operating loss 12 
carryforwards (“NOLC”) in the test year?  13 

A. Yes.  The company made two adjustments related to the NOLCs in the test year: 14 

an increase to rate base of $80,278,1181 and an increase to income tax expense 15 

of $1,547,249.2 The company stated the following: 16 

On June 28, 2024, the Internal Revenue Service (“IRS”) published a 17 
series of private letter rulings (“PLRs”) requested by another taxpayer that 18 
provide guidance with respect to the application of the “normalization” 19 
rules and the proper treatment of income tax benefits associated with tax 20 
net operating losses among affiliates within a consolidated group for 21 
ratemaking purposes. Although a PLR can only be relied on by the 22 
taxpayer that received it, it is instructive to other taxpayers as to the IRS’s 23 
point of view on a particular subject.  24 

 
1 Direct Testimony of John C. Frain (“Frain Direct”), Exhibit JCF-4, Rate Base Adjustment 10E. 
2 Frain Direct, Exhibit JCF-4, Operating Income Adjustment (“OIA”) 23E.  
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For ratemaking purposes, to comply with the “normalization” rules, BGE 1 
corrected its historic methodology for NOLCs to follow the PLRs. 3 2 

Q. What is a NOLC?  3 

A. A NOLC occurs when the company’s gross income for a tax year is exceeded by 4 

its allowable tax deductions. This can be used by the company to reduce taxable 5 

income in prior or future years.  6 

Q. What is your concern?  7 

A. My concern is that the company has made adjustments that increase the revenue 8 

requirement for a change in accounting based on PLRs applicable to another 9 

company. 10 

Q. Why is that an issue?  11 

A. A PLR can only be relied upon by the taxpayer that receives it. As shown above, 12 

the company acknowledges that fact.   13 

Q. Has the company submitted its own PLR request related to this issue?  14 

A. Yes. The company submitted a PLR request to the IRS on March 27, 2025 for 15 

guidance on this issue.4  16 

Q. Has the IRS responded to BGE’s request? 17 

A. No. As of August 20, 2026, the company had not received a response.5 18 

 
3 Frain Direct at 63:13-21. 
4 Id. at 64:4-5. 
5 Id. at 64:7; OPC DR 2-64. 
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Q. Should ratepayers be responsible for the company’s proposed increases 1 
based on the company’s reliance on a PLR applicable to another company? 2 

A. No. BGE should wait for the IRS’s response to the company’s PLR and then act 3 

accordingly. If the company wants to act on this issue before receiving that 4 

guidance, ratepayers should not be responsible for the proposed increases. 5 

Q. The company argues that it is concerned about a “normalization violation.”  6 
Is that sufficient reason for ratepayers to be responsible for the proposed 7 
increases?6 8 

A. No. The IRS has a Safe Harbor provision which would protect the company 9 

from a normalization violation while its PLR request is pending.7 10 

Q. What is your recommendation? 11 

A. I recommend the Commission reject company’s NOLC adjustments. This results 12 

in a reduction to rate base of $80,278,118 and a reduction to income tax expense 13 

of $1,547,249 which are reflected on Exhibit JD-1, Schedules B-1 and C page 2, 14 

respectively. Further, I recommend that BGE notify the Commission when the 15 

company receives the IRS’s ruling on its PLR. The Commission can then 16 

determine the appropriate ratemaking treatment in an appropriate proceeding. 17 

Alternatively, if the Commission accepts the company’s NOLC 18 

adjustments, I recommend that the company separately account for the NOLC.  19 

If the IRS ruling contradicts the company’s position, the company would refund 20 

 
6 Frain Direct at 71:12-14 
7 Rev. Proc. 2017-47 § 1. 
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the entire NOLC impact with interest. This is consistent with the Commission’s 1 

directive in Order No. 92607 in Case No. 9820.8 2 

B. Cash Working Capital 3 

Q. Have you made any adjustments to cash working capital?  4 

A. Yes, I have reflected the impacts of my operating expense adjustments in the 5 

cash working capital calculation. My adjustments reduce cash working capital by 6 

$1,265,677. The reductions are shown on Exhibit JD-1, Schedule B-3. 7 

II. OPERATING INCOME ADJUSTMENTS 8 

A. Board of Directors Expenses 9 

Q. Has the company included costs in the test year for Board of Directors 10 
expense?  11 

A. Yes.  The company requests recovery of $256,314 in the test year.9  12 

Q. Should these costs be recovered from ratepayers? 13 

A. Not entirely. The Board of Directors serves the company and its shareholders.  14 

As such, the company and its shareholders are the primary beneficiaries of the 15 

expense and should bear the greater amount of the expense.  16 

Q. What is your recommended adjustment? 17 

A. Because shareholders receive a greater benefit from these expenses, I 18 

recommend a 75/25 sharing of costs between shareholders and ratepayers, 19 

 
8 Order No. 92607 at 56, Potomac Electric Power Company’s Application for Adjustments to its Retail 
Rates for the Distribution of Electric Energy (Case No. 9820, Aug. 28, 2026). 
9 OPC DR 2-1. 
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respectively. This is a reduction of $192,236 as shown in Exhibit JD-1 Schedule 1 

C-1.  2 

Q. Is this adjustment consistent with rulings in other jurisdictions? 3 

A. Yes, I am aware that BOD expense has been limited in Connecticut. For 4 

example, the Decision in Docket No. 13-01-19, Application of The United 5 

Illuminating Company to Increase Rates and Charges stated the following on 6 

page 72: 7 

The main objective of the BOD is to protect the interest of the 8 
Company’s investors or shareowners. Ratepayers may tangentially 9 
garner benefits from the activities of the BOD; however, they are 10 
not the focus of the BOD decisions. Consistent with the 11 
determinations regarding public company costs discussed above, 12 
the Authority allows only 25% of BOD costs in rates. 13 
 14 

B. Business and Economic Development Expenses   15 

Q. What amount has the company included for business and economic 16 
development expense? 17 

A. The company requests recovery of $399,221 in the test year for business and 18 

economic development expense.10 The costs include three employees that spend 19 

all of their time on economic development.11 20 

Q. What activities are included in these costs? 21 

A. The company states the following:   22 

In general, the Business and Economic Development function is 23 
responsible for attracting, retaining, and expanding business and 24 
industry within the Company’s service territory; supporting site 25 
selection and business expansion projects; administering economic 26 

 
10 OPC DR 2-3. 
11 OPC DR 2-4. 
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development initiatives and incentive programs; facilitating 1 
strategic customer development; and maintaining relationships with 2 
state, regional, and local economic development organizations. 3 
These activities include administration of the Smart Energy for 4 
Economic Development (SEED) Program, support for strategic 5 
customer projects, stakeholder engagement, and economic 6 
development program management.12 7 

Q. Should ratepayers be responsible for these costs? 8 

A. No. The company has not demonstrated a measurable customer benefit sufficient 9 

to justify recovery. Such activities primarily advance BGE’s corporate interests 10 

benefitting the company and its shareholders more than ratepayers. Such costs 11 

benefit the company and its shareholders and should be borne by them. 12 

Q. What is your recommended adjustment? 13 

A. I recommend disallowance of the entire amount, a reduction of $399,221 as shown 14 

on Exhibit JD-1, Schedule C-2. 15 

C. Incentive Compensation Expense  16 

Q. What amount has the company included for incentive compensation in the 17 
test year? 18 

A. The company spent $18,463,111 for incentive compensation in the test year.13 19 

The Company removed total compensation exceeding 110% of the PSC Chair’s 20 

salary in Revised OIA-19E workpaper. Of the $9,863,433 removed for electric 21 

distribution, approximately 50% or $4.932 million related to incentive 22 

compensation.14 23 

 
12 OPCDR 2-4(d). 
13 OPC DR 2-44. 
14 OIA-19E - Electric Supervisor Adjustment.xlsx. 

PUBLIC VERSION



Direct Testimony of John Defever 
Maryland Office of People’s Counsel 

Maryland PSC Case No. 9888 
 

10 
  

Q. Do you have any concerns with the incentive compensation plan? 1 

A. Yes.  The plan appears to be designed in a manner that would make it 2 

ineffective. 3 

Q. Why would it be ineffective? 4 

A. The company’s Annual Incentive Plan (“AIP”) awards 99% of the eligible 5 

employees which reduces the motivational impact.  The chart below shows the 6 

number of eligible employees and the number of eligible employees that did not 7 

receive the award:15  8 

Table JD-1 
 9 

 10 

  11 

The company’s Long Term Incentive Plan (“LTIP”) plan rewards 100% of 12 

eligible employees as shown in the table below:16  13 

  14 

 
15 OPC DR 2-35. 
16 Id. 

Eligible Did not Receive
2021 3087 68
2022 3073 51
2023 3256 26
2024 3348 18
2025 3362 20

Incentive Compensation (AIP)
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 1 

Table JD-2 
 

 

The company stated “If an employee is eligible, they receive an award.”17 2 

Q. How does rewarding 99% of employees reduce the motivational impact of 3 
the incentive compensation?  4 

A. For an incentive compensation plan to be effective, it must create an impetus for 5 

greater performance. To the extent that employees assume they will get the 6 

award regardless of performance, the plan fails to provide incentive. As such, the 7 

company’s plan can be considered more of a bonus plan than an incentive 8 

compensation plan.   9 

Q. Do you have any other concerns with the plan?  10 

A. Yes. The plan has a financial trigger. If a certain financial goal is not reached, no 11 

payments will be made.18 This also diminishes the power of the plan to 12 

encourage employees to exceed expectations because they know on an 13 

individual basis that they could exceed standards all year and still receive no 14 

bonus. 15 

 
17 Id. 
18 OPC DR 2-41. 

Eligible Did not Receive
2021 107 0
2022 111 0
2023 119 0
2024 127 0
2025 136 0

Incentive Compensation (LTIP)
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company and ratepayers. This is a reduction of $6.766 million as shown on 1 

Exhibit JD-1, Schedule C-3.  2 

Q. Is this adjustment consistent with prior decisions in other jurisdictions? 3 

A. Yes. 50% of incentive compensation has been disallowed by Connecticut’s 4 

Public Utilities Regulatory Authority in Docket No. 20-12-30.20 My adjustment 5 

to remove 50% is consistent with this approach. 6 

D. Severance Expense 7 

Q. What amount has the company included for severance payments in the test 8 
year? 9 

A. The company requests recovery of $2.402,711 in the test year.21 The company 10 

stated that it did not remove any severance expense in this case,22 despite the 11 

compensation (which includes severance) limits contained in Maryland Pub. 12 

Util. Art. § 4-504. 13 

Q. Should ratepayers be responsible for these costs? 14 

A. No. Ratepayers should not be responsible for costs related to these former 15 

employees no longer providing utility service. If the company wants to provide 16 

this generous benefit, it should be at the company’s, not ratepayers,’ expense. 17 

Q. Was the company asked to provide documentation supporting recovery of 18 
the costs from ratepayers? 19 

A. Yes, StaffDR28-17 asked for supporting documentation and none was provided. 20 

 
20 Final Decision at 9–10, Application of the Connecticut Water Company to Amend its Rate Schedule 
(Docket No. 2-12-30, July 28, 2010). 
21 OPC DR 2-100. 
22 Staff DR 28-17. 
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Q. Is this adjustment consistent with prior Commission Decisions? 1 

A. Yes. In Case No. 9849, the Commission disallowed recovery of all severance 2 

costs in the test year because the company did not provide sufficient 3 

documentation supporting recovery from ratepayers.23 4 

Q. What is your recommended adjustment? 5 

A. I recommend disallowance of the entire amount of severance, a reduction of 6 

$2.403 million in the test year as shown on Exhibit JD-1, Schedule C-4. 7 

E. Employee Stock Purchase Plan Discount Expense  8 

Q. Has the company included costs for its employee stock purchase plan 9 
(“ESPP”) discount in the test year? 10 

A. Yes, the company has included $236,992 for ESPP discount costs in the test 11 

year.24     12 

Q. Please describe this plan. 13 

A. The company describes the plan as follows:25 14 

Under the Employee Stock Purchase Plan (ESPP), eligible 15 
employees can contribute 1% to 10% of their pay through after-tax 16 
payroll deductions to purchase Exelon common stock. Shares are 17 
purchased at a 10% discount using a lookback feature, meaning the 18 
purchase price is based on the lower of the stock price at the 19 
beginning or end of the offering period. 20 

 
23 Order No. 92541 at 59, Washington Gas Light Company’s Application for Authority to Increase 
Rates and Charges for Natural Gas Services (Case No. 9849, July 27, 2026). 
24 OPC DR 2-22 Revised. 
25 Id. 
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Q. Do you agree with the inclusion of these costs? 1 

A. No.  Ratepayers should not be responsible for paying for utility employee’s 2 

stock discounts.  This benefit is not necessary for the provision of utility 3 

service. 4 

Q. What is your recommended adjustment? 5 

A. I recommend disallowance of the entire amount of the ESPP discount expense, 6 

a reduction of $236,992 in the test year as shown on Exhibit JD-1, Schedule C-7 

7.   8 

Q. Is this expense disallowed by other regulatory authorities? 9 

A. Yes. The Kentucky Public Service Commission has disallowed recovery of this 10 

expense by ratepayers. For example, in Case No. 2025-00122, the 11 

Commission’s order stated: 12 

The Commission finds that Kentucky-American’s ESPP Expense should  13 
be removed from the test year revenue requirement because it is  14 
unreasonable to recover this expense from ratepayers as they 15 
receive no benefit from the program, and Kentucky-American has 16 
not provided sufficient evidence to deviate from the Commission’s 17 
prior Order in Kentucky-American’s last base rate proceeding.26  18 

F. Supplemental Executive Retirement Plan Expense (“SERP”) 19 

Q. What amount is the company requesting for SERP Expense in the test year? 20 

A. In the test year, the company has included $611,509 for this expense.27 21 

 
26 Order at 23, Electronic Application of Kentucky-American Water Company for an Adjustment of 
Rates (Case No. 2025-00122, Dec. 16, 2025). 
27 OPC DR 2-96. 
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Q. Please describe SERP. 1 

A. The company’s SERP plan provides an additional retirement benefit for highly 2 

compensated executives that exceeds IRS limits for qualified pension plans.28   3 

Q. Who is eligible for SERP in the test year? 4 

A. According to the response to OPC DR 2-99, “SERP is limited to employees 5 

designated as executives, key management employees, or other employees 6 

specifically selected for participation.”  7 

Q. Should this expense be recovered from ratepayers? 8 

A. No. As stated above, this benefit is additional to the company’s retirement plan 9 

and is not necessary for the provision of utility service. If the company wants to 10 

provide this generous benefit, it should be at the company’s, not ratepayers’ 11 

expense.  12 

Q. What is your recommended adjustment? 13 

A. I recommend the disallowance of all SERP costs, a reduction of $611,509 as 14 

adjustment is shown on Exhibit JD-1, Schedule C-7. 15 

Q. Is this adjustment consistent with prior Commission Decisions? 16 

A. Yes.  In Case No. 9481, the Commission stated the following: 17 

In this case, the Commission agrees with Staff witness Ostrander 18 
that a SERP benefits a very small group of executives and WGL has 19 
not provided sufficient evidence to quantify or otherwise 20 
demonstrate any measurable benefit to customers from its provision 21 
of SERP to these executives.  For example, WGL did not provide 22 
any studies or supporting documentation to support its claim that 23 
SERP is required to attract and retain executives, nor citation to 24 

 
28 OPC DR 2-99. 
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specific examples in which the Company would have been unable 1 
to attract and retain executives absent SERP.  The Company’s 2 
generalized statement that it would be required to increase the level 3 
of other components of executive compensation, such as incentive 4 
pay or base salary, is not sufficient evidence upon which to grant 5 
the requested adjustment.29 6 

As discussed above, BGE’s plan is similar to the one in Case No. 9481 in that no 7 

measurable benefit to ratepayers was provided and no studies or other 8 

documentation was provided supporting that the plan is necessary to attract and 9 

retain executives.   10 

Q. Is this adjustment consistent with decisions in other jurisdictions? 11 

A. Yes. Connecticut’s Public Utility Regulatory Authority, in Docket No. 22-07-01, 12 

disallowed SERP expense which stated: 13 

The SERP expense accrues to a few select executives and relates 14 
only to the portion of employee salary that exceeds IRS Limits for 15 
Qualified Plans.  Therefore, the IRS Limits prevent a high earning 16 
employee from earning a pension benefit on the portion of their 17 
salary that exceeds the limit; thus, that portion of an employee’s 18 
salary is essentially considered excessive for ratemaking purposes.  19 
Accordingly, the Authority denies in total Aquarion’s SERP 20 
expense of $401,010 ($360,651+13,746+$26,613).30  21 

 
29 Order No. 88944 at 39-40, In the Matter of the Application of Washington Gas Light Company for 
Authority to Increase Existing Rates and Charges and to Revise its Terms and Conditions for Gas 
Service (Case No. 9481, Dec. 11, 2018).  
30 Final Decision at 70, Application of Aquarion Water Company of Connecticut to Amend its Rate 
Schedule (Docket No. 22-07-01, March 15, 2023). 
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G. Employee Activity Costs and Awards 1 

Q. Has the company included costs for employee activity costs and awards in 2 
the test year? 3 

A. Yes, the company has included $315,709 in the test year.31 This amount was 4 

calculated by first removing 100% of skybox costs and then removing 50% of 5 

the remaining $631,418 cost.32 6 

Q. Please describe the company’s employee awards and activity costs 7 

A. The company stated the following: 8 

 BGE’s rewards and recognition programs are designed to 9 
acknowledge and reward significant employee contributions to the 10 
success of the Company. Rewards include cash awards and 11 
points-based recognition awards.33   12 

 13 
The employee activity costs for company events such as “family day at the zoo” 14 

and “bull roast.”34 15 

Q. Has the company demonstrated that ratepayers benefit from these awards? 16 

A. No.   17 

Q. Should ratepayers be responsible for these expenses? 18 

A. No. As employee awards and activity costs are not necessary for the provision of 19 

utility service and ratepayers receive little if any benefit, ratepayers should not 20 

be responsible for the costs.  21 

 
31 Direct Testimony of Nancy McCart (“McCart Direct”), Exhibit NM-1, OIA Adjustment 2E. 
32 Id. 
33 OPC DR 2-26. 
34 OIA-2E - Electric Employee Benefits.xlsx 
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Q. What is your recommended adjustment? 1 

A. I recommended the disallowance of the remaining employee awards and activity 2 

costs. This is a reduction of $315,709 as shown on Exhibit JD-1, Schedule C-8. 3 

Q. Is this adjustment consistent with prior Commission decisions? 4 

A. Yes. Case No. 8829, the Commission eliminated employee recognition awards 5 

from BGE’s cost of service.35 6 

Q. Do other commissions fully disallow these types of costs? 7 

A. Yes. The Connecticut PURA has also disallowed recovery of these costs. In 8 

Docket No. 23-08-32, PURA’s decision stated: 9 

The Authority does not allow the Company to recover $47,996 for 10 
employee recognition awards because the Company failed to prove 11 
that these awards are reasonable or necessary to provide service to 12 
customers or to maintain appropriate staffing levels.36 13 
 14 

H. Executive Financial Planning Expense  15 

Q. Is the company requesting recovery of financial planning expenses for its 16 
executives? 17 

A. Yes, the company has included $38,602 for executive financial planning 18 

expense in the test year.37     19 

Q. Please describe this plan. 20 

A. The company describes the plan as follows38: 21 

 
35 Order No. 76260 at 4-6, In the Matter of the Application of the Baltimore Gas and Electric Company 
for Revision in its Gas Rates (Case No. 8829, June 19, 2000). 
36 Final Decision at 109–110, Application of Connecticut Water Company to Amend its Rate Schedule 
(Docket No. 23-08-32, June 28, 2024). 
37 OPC DR 2-30 Revised. 
38 Id. 
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The Company offers financial planning services to employees at the 1 
vice president level and above. Executives may receive financial 2 
counseling support to assist with personal financial planning, 3 
including: 4 

 
- Benefits and compensation planning  5 
- Income tax planning and preparation  6 
- Investment planning (excluding asset management fees)  7 
- Risk management  8 
- Retirement, long-term cash flow, and higher education planning  9 
- Estate planning (excluding the preparation of the legal documents)  10 
 
The program excludes investment management fees and expenses 11 
related to children’s financial planning or tax preparation.  12 
Executives can use the Company’s preferred provider, Goldman 13 
Sachs Ayco, or seek reimbursement for other financial planning 14 
services providers. 15 

Q. Do you agree with the inclusion of these costs? 16 

A. No. This is a generous benefit provided to a select number of highly 17 

compensated employees that is not necessary for the provision of utility service.  18 

If the company wants to provide this benefit it should be at its own expense. In 19 

addition, PUA § 4-504 limits the recovery of supervisor compensation and 20 

certain benefits. However, the company’s OIA-19E workpaper does not include 21 

a reduction for executive financial planning.  22 

Q. What is your recommended adjustment? 23 

A. I recommend disallowance of the entire amount of the executive financial 24 

planning service expense, a reduction of $38,602 in the test year as shown on 25 

Exhibit JD-1, Schedule C-9.    26 

PUBLIC VERSION



Direct Testimony of John Defever 
Maryland Office of People’s Counsel 

Maryland PSC Case No. 9888 
 

21 
  

I. Employee Paid Volunteer Time 1 

Q. Does the company have a volunteer program? 2 

A. Yes, the company stated that “In 2025, BGE employees spent nearly 25,000 3 

hours volunteering at 425 events.”39 4 

Q. Has the company included costs for paid volunteer time in the test year? 5 

A. Yes. However, the company did not provide the amount stating that it does not 6 

track the paid volunteer time.40 7 

Q.  Please describe the company’s paid volunteer program. 8 

A. The company stated the following: 9 

BGE has a strong tradition of corporate citizenship and is 10 
committed to strengthening and enriching the communities where 11 
we live and operate. Time spent serving our communities is 12 
encouraged for all employees. Volunteer participation takes place 13 
outside of regular working hours during weekday nights and 14 
weekends as well as during regular working hours at Company-15 
sponsored events. All work-day volunteer events must be approved 16 
by the employee’s manager, ensuring that work priorities are taken 17 
care of and peak times of the year are considered before the 18 
employee can participate in a Company sponsored event.41 19 

The company’s response to OPC DR 10-19 provided a list of employee-initiated 20 

volunteer events in 2025.  21 

Q. Should ratepayers be responsible for this expense?  22 

A. No. For purposes of ratepayer recovery, volunteer work is indistinguishable 23 

from charitable contributions. Both are forms of support for a non-profitable 24 

 
39 Frain Direct at 21. 
40 OPC DR 2-113. 
41 Id. 
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organization which, though admirable, is not related to providing service to 1 

ratepayers. Charitable financial contributions/donations are always considered a 2 

below the line expense not to be recovered from ratepayers.42 The same logic 3 

applies if BGE contributes to a charity through in-kind contributions of its 4 

employees’ time. As with financial contributions, ratepayers should not have to 5 

pay for BGE’s employees to volunteer. These costs do not serve ratepayers who 6 

are free to choose any organization they want to support either financially or by 7 

volunteering.     8 

Q. What is your recommendation?  9 

A. I recommend disallowance of paid time off costs related to volunteering but 10 

have not yet received sufficient information from the company to quantify that 11 

adjustment. I reserve the right to supplement my testimony based on additional 12 

information received from the company.   13 

J. Voluntary Separation Program  14 

Q. Has the company removed the costs for employees that have chosen to leave 15 
the company as part of the 2026 voluntary separation program? 16 

A. No. The company has included costs related to employees that will no longer be 17 

employed after accepting the voluntary separation.43   18 

 
42 See McCart Direct at 9:2-6 (“All charitable contributions,. . .  are treated as ‘below the line’ for 
ratemaking purposes and are not included in operating income . . .”). 
43 OPC DR 10-04. 
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Q. Should ratepayers be responsible for these costs? 1 

A. No. Ratepayers should not be responsible for costs related to employees that 2 

have chosen to no longer work for the company. 3 

Q. What is your recommended adjustment? 4 

A. I recommend removing the costs associated with the employees that have 5 

elected to participate in the VSP. OPC DR 10-04 asked the company to provide 6 

the total cost (including benefits, payroll taxes, etc…) of the salaries associated 7 

with the employees accepting the VSP, but the company has not provided that 8 

information. I reserve the right to supplement my testimony based on additional 9 

information received from the company.   10 

K. Membership Dues  11 

Q. Has the company requested recovery of costs for membership dues?  12 

A.  Yes. The company claimed that it removed industry trade association 13 

membership dues to comply with PUA § 4-504 in OIA-3.44 However, according 14 

to discovery responses,  the company is requesting recovery of non-trade 15 

association membership dues of  $189,820 in the test year.45 16 

Q. What is your concern with this cost? 17 

A.  These memberships include  chambers of commerce that should not be 18 

recovered from ratepayers. As the Commission stated in Order No. 70371, 19 

“[t]here is no question but that the preceding items [including contributions to 20 

 
44 McCart Direct at 9. 
45 OPC DR 12-03 and OPC DR 2-02.  
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chambers of commerce and “other civic institutions”] “constitute charitable 1 

contributions” which cannot be recovered in rates.46 Further PUA § 4-504(c)(1) 2 

prohibits utilities from recovering the costs of “membership, dues, sponsorships, 3 

or contributions to an industry trade association, group, or related entity exempt 4 

from taxation under § 501(c)(6) of the Internal Revenue Code.” 501(c)(6) 5 

organizations include “. . . chambers of commerce, real-estate boards, [and] 6 

boards of trade . . . .”47 7 

Q. What is your recommended adjustment? 8 

A.  I recommend removing chamber of commerce dues based on the above 9 

precedent, which results in a reduction of $33,000 as shown on Exhibit JD-1, 10 

Schedule C-10.  11 

L. FlexPay  12 

Q. Have you removed the costs related to the FlexPay program based on OPC 13 
witness John Howat’s recommendation?   14 

A.  Yes, Mr. Howat recommends that this program not be authorized. I have 15 

removed the test year amount of FlexPay costs on Exhibit JD-1 Schedule C-14. 16 

 
46 Order No. 70371 at 48, In the Matter of the Application of the Potomac Edison Company for 
Revisions in Its Electric Rates, 84 Md. P.S.C. 62 (Case No. 8469, Feb. 24, 1993). 
47 26 U.S.C. § 501(c)(6). 
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Q. Are there any other reasons to disallow the FlexPay expense beyond those 1 
cited by OPC Witness John Howat? 2 

A. Yes. The company estimates financial benefits from the program but has not 3 

reflected those benefits in the filing.48 The company stated the following:49 4 

StaffDR14-10 Attachment 1 reflects the estimated avoided costs 5 
associated with the improved arrearage management and compares 6 
those avoided costs to the estimated implementation and ongoing 7 
program costs.  The attachment is intended to illustrate the potential 8 
financial impacts of the program under the assumptions identified 9 
therein and should not be construed as a formal cost-benefit study. 10 
 11 

In addition, the company anticipates cash working capital savings that have also 12 

not been reflected in the filing. The company states the following: 13 

BGE does anticipate cash working capital cost savings from the 14 
FlexPay program, given that customers pay in advance of usage.  15 
BGE has not prepared an estimate of the magnitude of these savings, 16 
as the program has not been approved and implemented yet.50 17 
 18 

It is inappropriate to one-sidedly include the costs for a program but not reflect 19 

the financial benefits the company receives from the costs. 20 

M. Inflation (Adjustment 31E)  21 

Q. Has the company included assumed inflation for O&M expenses in the test 22 
year?  23 

A. Yes. In Operating Income Adjustment 31E, the company requests $23,670,665 24 

for inflation to O&M expenses. 25 

 
48 Staff DR 14-10. 
49 Staff DR 14-10. 
50 Staff DR 50-01. 
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Q. Do you agree with recovery of this assumed inflation? 1 

A. No. Assumed inflation does not meet the known and measurable standard. It is 2 

not known how much these costs will increase if at all beyond the test year. As 3 

shown on Attachment 1 of OPC DR 2-52, most of the costs fluctuated over 4 

time, going up in some years and down in others. As such, it cannot be assumed 5 

that all or any of these costs will increase beyond the test year. For example, 6 

administrative and general salaries decreased each year from 2023–2025, and 7 

maintenance of station equipment actually decreased in each year from 2021–8 

2025.51 Assumed inflation is unwarranted for these costs. 9 

Q. What is your recommended adjustment? 10 

A. I recommend disallowance of the entire amount of assumed inflation, a 11 

reduction of $23,670,665 in the adjusted test year as shown on Exhibit JD-1, 12 

Schedule C-5.52 13 

Q. Is your adjustment consistent with prior Commission decisions? 14 

A. Yes. In Case No 9820, the Commission rejected inflationary adjustments stating 15 

that inflation adjustments tend to be one-sided and stated the following: 16 

At a time when affordability is of paramount concern for customers, 17 
adjustments that attempt to mitigate regulatory lag should be closely 18 
scrutinized. Also, Pepco has not identified a strong policy reason, 19 
beyond that the adjustment has previously been allowed (and that, 20 
like many RMAs, it reduces regulatory lag), supporting its request.  21 

 
51 OPC DR 2-52. 
52 It is not my intention to double count any adjustments. If all of my adjustments are adopted there may 
be some overlaps that would have to be adjusted. 
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Therefore, Pepco’s request for an adjustment to recognize potential 1 
impacts from inflation is rejected.53 2 

Q. Are there any other concerns with the specific inflation adjustment BGE 3 
requests here? 4 

A. Yes. The company’s requested 4.64% is inappropriately high. The chart below 5 

shows CPI information for the last 10 years:  6 

54 7 

As shown, the company’s five-year average captured the unusually high inflation 8 

rates for years 2021–2023. In addition, inflation has trended downward from 9 

2022-2025. If the Commission decides to reverse its policies set forth in the 10 

Pepco decision cited above and allows for an inflation adjustment, I recommend 11 

an inflation rate of 2.75% based on the average of the two most recent years, 12 

2024 and 2025. 13 

 
53 Order No. 92607 at 33–34, Potomac Electric Power Company’s Application for Adjustments to its 
Retail Rates for the Distribution of Electric Energy (Case No. 9820, Aug. 28, 2026). 
54 www.inflationcalculator.com. 

2016 1.30%
2017 2.10%
2018 2.40%
2019 1.80%
2020 1.20%
2021 4.70%
2022 8.00%
2023 4.10%
2024 2.90%
2025 2.60%
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N. Other OPC Adjustments 1 

Q. Do your schedules include adjustments from other OPC witnesses? 2 

A. Yes, I have incorporated the recommendations of OPC witnesses Dennis 3 

Stephens, Paul Alvarez, and Ron Nelson. Together, these recommendations  4 

reduce plant-in-service by $152.388 million. This adjustment also has 5 

corresponding adjustments to rate base and expenses, which I have illustrated in 6 

Exhibit JD-1, Schedule B-2. 7 

O. Flow Through Adjustments  8 

Income Taxes 9 

Q. Please discuss your adjustment to income tax. 10 

A. The adjustment is a flow-through from OPC’s adjustments to O&M expense. 11 

The total of OPC’s O&M expense reductions effectively increase operating 12 

income. As a result, income tax is increased.  OPC’s adjustments increase 13 

federal income taxes and state income taxes by $11.310 million in the test year, 14 

as shown on Exhibit JD-1, Schedule C-13. 15 

Interest Synchronization 16 

Q. Please discuss your adjustment to interest synchronization. 17 

A. The adjustment is a flow-through from OPC’s adjustments to rate base. As 18 

OPC’s adjustments to rate base decrease rate base, it has the effect of decreasing 19 

interest expense which increases income tax expense. My adjustment increases 20 
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income tax expense by $1.356 million in the test year as shown on Exhibit JD-1, 1 

Schedule C-14. 2 

CONCLUSION 3 

Q. Does this conclude your testimony? 4 

A. Yes. However, I reserve the right to supplement my testimony upon receipt of 5 

additional relevant information. It should be noted that silence on any issues 6 

should not be interpreted as acceptance of any company proposal.  7 
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John Defever, CPA is a regulatory consultant with Larkin & Associates.  As such, 
Mr. Defever is responsible for the review and analysis of regulatory filings and the 
preparation of testimony, discovery requests, briefs, schedules, exhibits and reports. 
Mr. Defever also assists with the annual audit of a Michigan Railroad Company.  Mr. 
Defever has been employed with the firm of Larkin and Associates since 2010.   
 
Mr. Defever has performed work in the field of utility regulation on behalf of public 
service commission staffs, state attorney generals and consumer groups concerning 
regulatory matters before regulatory agencies in Alaska, California, Connecticut, 
District of Columbia, Florida, Hawaii, Iowa, Maine, Maryland, Massachusetts, 
Mississippi, Oregon, New Hampshire, and Vermont.   
 
Mr. Defever received a Bachelor of Business Administration, Major: Accounting from 
Eastern Michigan University and an Associate in Applied Science at Schoolcraft 
College.  Mr. Defever is a member of the Michigan Association of Certified Public 
Accountants and maintains continuing professional education in accounting, 
auditing, and taxation.   
 
Partial list of utility cases participated in: 
 
     
Docket No. 10-02-13  Aquarion Water Company of Connecticut 
    Connecticut Department of Utility Control 
 
Docket No. 10-70  Western Massachusetts Electric Company 
    Massachusetts Department of Public Utilities 
 
Docket No. 10-12-02  Yankee Gas Services Company 
    Connecticut Department of Utility Control 
 
Docket No. 11-01  Fitchburg Gas & Electric Light Company 
    Massachusetts Department of Public Utilities 
 
Case No. 9267  Washington Gas Light Company   

  Maryland Public Service Commission 
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Case No. 9286  Potomac Electric Power Company   
  Maryland Public Service Commission 

 
Docket No. 13-06-08  Connecticut Natural Gas Corporation 
    Connecticut Public Utility Regulatory Authority 
 
Docket No. 13-90  Fitchburg Gas & Electric Light Company 
    Massachusetts Department of Public Utilities 
 
Docket No. 8190  Green Mountain Power Company 
    Before the Vermont Public Service Board 
 
Docket No. 8191  Green Mountain Power Company 
    Alternative Regulation 
    Before the Vermont Public Service Board 
 
Case No. 9354          Columbia Gas of Maryland, Inc.    

          Maryland Public Service Commission 
 
Docket No. 13-135            Western Massachusetts Electric Company 
    Massachusetts Department of Public Utilities 
 
Docket No. 14-05-06  Connecticut Light & Power Company 
    Connecticut Public Utilities Regulatory Authority 
 
Docket No. 13-85             Massachusetts Electric Company and Nantucket 

Electric Company D/B/A/ as National Grid  
    Massachusetts Department of Public Utilities 
 
Case No. 9390                Columbia Gas of Maryland, Inc.    

          Maryland Public Service Commission 
 
Docket No. 15-03-01  Connecticut Light & Power Company 
    Connecticut Public Utilities Regulatory Authority 
 
Docket No. 15-03-02  United Illuminating Company 
    Connecticut Public Utilities Regulatory Authority. 
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Docket No. 15-149            Western Massachusetts Electric Company 
    Massachusetts Department of Public Utilities 
 
Docket No. 8710  Vermont Gas Systems Inc.    

           Before the Vermont Public Service Board 
 
Docket No. 8698  Vermont Gas Systems Inc. 
    Alternative Regulation 
    Before the Vermont Public Service Board 

 
U-15-091 / U-15-092 College Utilities Corporation 

Golden Heart Utilities, Inc.  
Regulatory Commission of Alaska 
 

Docket No.16-06-04   United Illuminating Company 
    Connecticut Public Utilities Regulatory Authority 
 
Docket No. 15-05-42  Southern Connecticut Gas Company 
    Connecticut Public Utilities Regulatory Authority 
 
Docket No. 20160251-EI  Florida Power & Light Company 
    Florida Public Service Commission 
 
Docket No. 20170141-SU KW Resort Utilities 
    Florida Public Service Commission 
 
Application No. A.16-09-001 Southern California Edison 
    California Public Utilities Commission 
 
Case No. 18-0409-TF  Vermont Gas Systems, Inc. 
    Vermont Public Utility Commission 
 
Docket No. 17-10-46  Connecticut Light & Power Company 
    Connecticut Public Utilities Regulatory Authority 

 
Docket No. 2017-0105  Hawaii Gas Company 

Hawaii Public Utilities Commission 
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Docket No. 18-03-01  Connecticut Light & Power Company 
Connecticut Public Utilities Regulatory Authority 
 

Docket No. 18-03-02  United Illuminating Company 
Connecticut Public Utilities Regulatory Authority 
 

Docket No. A.17-11-009  Pacific Gas & Electric 
California Public Utilities Commission 
 

Docket No. 18-05-16  Connecticut Natural Gas 
Connecticut Public Utilities Regulatory Authority 
 

Docket No. 18-05-10  Yankee Gas 
Connecticut Public Utilities Regulatory Authority 
 

Docket No. 18-11-12  Connecticut Light & Power Company 
Connecticut Public Utilities Regulatory Authority 
 

Docket No. 18-07-10  SJW Group and Connecticut Water Service 
Connecticut Public Utilities Regulatory Authority 
 

Docket No. 2018-0388  Kona Water Service Company 
Hawaii Public Utilities Commission 
 

Docket No. RPU-2019-0001 Interstate Power and Light 
Iowa Utilities Board 
 

Docket No. DE 19-057  Public Service Company of New Hampshire 
New Hampshire Public Utilities Commission 
 

Application No. A.19-08-013 Southern California Edison 
    Public Utilities Commission  
 
Docket No. D.P.U. 19-120 NSTAR Gas Company d/b/a Eversource Energy 
    Massachusetts Department of Public Utilities 
 
Docket No. 2019-00333  Maine Water Company – Skowhegan Division 
    Public Utilities Commission 
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Docket No. D.P.U. 19-113 Massachusetts Electric Company & 
    Nantucket Electric Company  
    Each d/b/a National Grid 
 
Docket No. 20-03-01  Connecticut Light & Power Company 
    Connecticut Public Utilities Regulatory Authority 
 
Docket No. 20-03-02  United Illuminating Company 
    Connecticut Public Utilities Regulatory Authority 
 
 
Docket No. 20-12-30  Connecticut Water Company  
    Connecticut Public Utilities Regulatory Authority 
 
Docket No. 20-08-03  The Connecticut Light and Power Company & 
    The United Illuminating Company 
    Connecticut Public Utilities Regulatory Authority 
 
Docket No. 20-120  National Grid 
    Massachusetts Department of Public Utilities 
 
Docket No. 21-01-03  Connecticut Light & Power Company 
    Connecticut Public Utilities Regulatory Authority 
 
Docket No. 21-01-04  United Illuminating Company 
    Connecticut Public Utilities Regulatory Authority 
 
Case No. 21-887-EL-AIR Duke Energy Ohio  
    Public Utilities Commission of Ohio 
 
Application No. 21-06-021 Pacific Gas & Electric 2023 GRC 
    California Public Utilities Commission 
 
Docket No.  22-07-01  Aquarion Water Company  
    Connecticut Public Utilities Regulatory Authority 
 
Docket No. 22-01-03  Connecticut Light & Power Company 
    Connecticut Public Utilities Regulatory Authority 
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Docket No. 22-01-04  United Illuminating Company 
    Connecticut Public Utilities Regulatory Authority 
 
Docket No. 22-057-03  Dominion Energy Resources 
    Utah Public Service Commission 
 
Docket No. 22-22  NSTAR Electric  
    Massachusetts Department of Public Utilities 
 
Docket No. 22-143  NSTAR Storm  
    Massachusetts Department of Public Utilities 
 
Docket No. 22-08-08  United Illuminating Company, 
    Connecticut Public Utilities Regulatory Authority 
   
Formal Case No. 1169   Washington Gas Light  
    District of Columbia Public Service Commission 
 
Case No. 22-900-EL-SSO  Dayton Power & Light, d/b/a AES Ohio  
    Public Utilities Commission of Ohio 
 
Docket No. 23-08-32  Connecticut Water Company  
    Connecticut Public Utilities Regulatory Authority 
    
Docket No. 23-01-03  Connecticut Light & Power Company 
    Connecticut Public Utilities Regulatory Authority 
 
Docket No. 23-01-04  United Illuminating Company 
    Connecticut Public Utilities Regulatory Authority 
 
Case No. 2023-00147  Taylor Country Rural Electric Cooperative  
     Before The Public Service Commission 

 
Docket No. DE-23-039   Liberty Electric 

New Hampshire Public Utilities Commission 
 

Docket No. DG-23-039   Liberty Gas 
New Hampshire Public Utilities Commission 
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Docket No. 23-24  National Grid Storm  
    Massachusetts Department of Public Utilities 
 
Docket No. 23-150  National Grid Rate Case  
    Massachusetts Department of Public Utilities 
 
Application No. 23-05-010 Southern California Edison    

  California Public Utilities Commission 
 
Case No. 2024-00092  Columbia Gas Kentucky of Kentucky, Inc. 
     Before The Public Service Commission 

 
Docket No. R-2024-3046931  PECO Energy Company-Electric Division 

Pennsylvania Public Utility Commission  
 

Docket No. R-2024-3046932 PECO Energy Company-Gas Division 
Pennsylvania Public Utility Commission  

 
Docket No. 24-12-01  Yankee Gas 
    Connecticut Public Utilities Regulatory Authority 
 
 
 Docket No. 24-10-04  United Illuminating Company 
    Connecticut Public Utilities Regulatory Authority 
 
 
Case No. 2025-00122  Kentucky American Water Company 
     Before The Public Service Commission 
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Baltimore Gas & Electric Company Case No. 9888
Test Year Ended March 31, 2026 Exhibit JD-1 

Schedule A
Overall Financial Summary Page 1 of 1
(000s)

Line No. Description Per Company Difference Per OAG Reference
(A) (B) (C) (D)

1 Rate Base 6,055,795$          (217,008)$            5,838,787$          Schedule B

2 Requested Rate of Return 7.68% 6.07% Schedule D

3 Required Operating Income 465,085$             (110,671)$            354,414$             Line 1 x Line 2

4 Less: Adjusted Operating Income 355,282$             29,982$               385,264$             Schedule C

5 Income Deficiency / (Sufficiency) 109,803$             (140,653)$            (30,850)$              Line 3 - Line 4

6 Gross Revenue Conversion Factor 1.421770 1.42177 Exhibit JCF-5E

7 Revenue Increase Requested 156,115$             (199,976)$            (43,862)$              Line 5 x Line 6

Source:
Exhibit JCF-5E



Baltimore Gas & Electric Company Case No. 9888
Test Year Ended March 31, 2026 Exhibit JD-1 

Schedule B
Rate Base Page 1 of 1
($000s)

OPC
Line No. Description Per Company Adjustments OPC

(A) (B) (C)

1 Electric Plant 10,152,596$            (152,388)$                10,000,208$            

2 Accumulated Depreciation and Amortization (3,281,952)$             1,554$                     (3,280,398)$             

3 Materials and Supplies 45,455$                   45,455$                   

4 Cash Working Capital 25,472$                   (1,266)$                   24,206$                   

5 Accumulated Deferred Income Taxes (1,023,941)$             (64,909)$                  (1,088,850)$             

6 Prepaid Pension/OPEB Liab. 36,798$                   36,798$                   

7 Customer Advances and Deposits (120,245)$                (120,245)$                

8 Regulatory Assets and Liabilities 221,613$                 221,613$                 

9 Other -$                            -$                            

10 Total Rate Base 6,055,795$              (217,008)$                5,838,787$              

Source: 
Exhibit JCF-5E



Baltimore Gas & Electric Company Case No. 9888
Test Year Ended March 31, 2026 Exhibit JD-1 

Schedule B-1
Net Operating Loss Carryforward Page 1 of 1

($000s)
Line No. Description Adjustment Reference

1 Rate Base Reduction (80,278)$                 Rate Base Adj 10E



Baltimore Gas & Electric Company Case No. 9888
Test Year Ended March 31, 2026 Exhibit JD-1 

Schedule B-2
OPC Plant In Service Adjustments and Flow Through Adjustments Page 1 of 1

($000s)
Line No. Description Adjustment Reference

RATE BASE

1 OPC Witness Nelson (8,065)$                              
2 OPC Witness Alvarez (80,497)$                            
3 OPC Witness Stephens (63,826)$                            
4 Total Reduction to Plant In Service (152,388)$                          

5 Accumulated Depreciation 1,554$                                -Line 5/2

6 Accumulated Deferred Income Taxes 15,369$                             -Line 1 X Line 9

OPERATING EXPENSES

7 Depreciation Expense (3,109)$                              Line 1 X 2.04% [a]

8 Property Tax Expense (2,124)$                              Line 1 X Line 12

9 Test Year ADIT 1,023,941$                        JCF-5E
10 Test Year Plant In Service 10,152,596$                      JCF-5E
11 ADIT Ratio 10.09% Line 7/Line 8

12 Test Year Property Tax Expense 141,522$                           OIA 17E 
13 Test Year Plant In Service 10,152,596$                      JCF-5E
14 Property Tax Ratio 1.39% Line 10/Line 11

Source:
[a] OIA-28 & 29 Workpaper Tab 6 (2.04%)



Baltimore Gas & Electric Company Case No. 9888
Test Year Ended March 31, 2026 Exhibit JD-1 

Schedule B-3
Cash Working Capital Page 1 of 1

Line No. Description Line of Business CWC Expense OPC Adjs OPC CWC Expense Net Lag Days
Updated Cash 

Advanced
1 Net Metering Costs Electric 4,948,177 4,948,177 (141.4) ($1,916,910)

2 Salaries and Wages Electric 126,453,553 (11,634,556)$          114,818,997 15.9 $5,001,704
 

3 Fringe Benefits Electric 33,483,579 (887,103)$               32,596,476 23.7 $2,116,538
 

4 Other Oper & Maint Expense Electric 466,288,744 (25,162,890)$          441,125,854 3.9 $4,713,400
 

5 Property Taxes Electric 129,261,263 (1,234,000)$            128,027,263 91.3 $32,024,354
 

6 Payroll Taxes Electric 9,805,751 (902,193)$               8,903,558 15.9 $387,854
 

7 PSC Assessment Electric 2,337,631 2,337,631 88.3 $565,515
 

8 Electric Environmental Surcharge Electric 4,204,705 4,204,705 (0.7) ($8,064)
 

9 Universal Service Fund Electric 18,133,997 18,133,997 (2.3) ($114,269)
 

10 GRT Taxes Electric 49,564,151 49,564,151 (3.6) ($488,852)
 

11 Other Taxes Electric 3,970,324 3,970,324 8.4 $91,372
 

12 Current Taxes Electric (49,738,147)            11,005,000$           (38,733,147) (2.8) $297,131
 

13 Interest Expense Electric 129,140,157 129,140,157 (48.8) ($17,265,862)
 

14 Interest on Customer Deposits Electric 3,255,719 3,255,719 (134.3) ($1,197,926)

15

Total Electric Cash Working Capital 
Based on New Lag Days - 2024 Lag 
Study $931,109,604 (28,815,741)$          $902,293,862 $24,205,984

16 Company Request 25,471,661             
17 OPC Adjustment (1,265,677)$            

Source:
Frain Revenue Requirement Exhibits 4-6 (Tab_NM3Elec_CWC_Impact New Days)



Baltimore Gas & Electric Company Case No. 9888
Test Year Ended March 31, 2026 Exhibit JD-1 

Schedule C
Operating Income Page 1 of 2
($000s)

OPC
Line No. Description Per Company Adjustments Per OPC

(A) (B) (C)
1 Operating Revenues
2 Sales of Electricity 1,664,604$       1,664,604$       
3 Other Revenues 52,175$            52,175$            
4 Total Operating Revenues 1,716,779$       1,716,779$       

5 Operating Expenses
6 Net Metering Costs 4,948$              4,948$              
7 Operation and Maintenance 719,116$          (35,157)$           683,959$          
8 Depreciation and Amortization 364,500$          (3,109)$             361,391$          
9 Other Taxes 229,967$          (2,835)$             227,132$          

10 Current Income Taxes (40,450)$           11,119$            (29,331)$           
11 Deferred Income Taxes 96,835$            96,835$            
12 Investment Tax Credit Adjustments (12)$                  (12)$                  
13 Total Operating Expenses 1,374,904$       (29,982)$           1,344,922$       

14 Allowance For Funds Used During Construction 16,335$            16,335$            
15 Interest on Customer Deposits (2,928)$             (2,928)$             

16 Net Operating Income 355,282$          29,982$            385,264$          

Source: 
Exhibit JCF-5E



Baltimore Gas & Electric Company Case No. 9888
Test Year Ended March 31, 2026 Exhibit JD-1 

Schedule C
Operating Income Page 2 of 2

Line ($000s)
No. Description Test Year Source

 (A)
1 Operating Income Per Company 355,282$                 
2
3 OPC Adjustments:

4 BOD Expense 192$                         Schedule C-1 
5 Business and Economic Development 399$                         Schedule C-2 
6 Incentive Compensation 6,766$                      Schedule C-3 
7 Severance Expense 2,403$                      Schedule C-4 
8 Inflation 23,671$                   Schedule C-5
9 Employee Stock Purchase Plan Discount 237$                        Schedule C-6
10 Supplemental Executive Retirement Plan Expense 612$                        Schedule C-7
11 Employee Activity Costs and Awards 316$                        Schedule C-8
12 Executive Financial Planning Expense 39$                          Schedule C-9
13 Dues 33$                          Schedule C-10
14 FlexPay 490$                        Schedule C-11
15 Payroll Tax 711$                        Schedule C-12
16 Property Tax 2,124$                     Schedule B-2
17 Depreciation Expense 3,109$                     Schedule B-2
18
19
20
21
22 Income Tax Expense (12,666)$                  Schedules C-13, C-14
23 NOL 1,547$                     Testimony
24 OPC Net Operating Income 385,264$                 



Baltimore Gas & Electric Company Case No. 9888
Test Year Ended March 31, 2026 Exhibit JD-1 

Schedule C-1
BOD Expense Page 1 of 1

($000s)
Line No. Description Test Year Reference

1 Company Amount 256$                       OPCDR02-01

2 Percent Allocated to Shareholders -75% Testimony

3 OPC Adjustment (192)$                     Line 1 X Line 2



Baltimore Gas & Electric Company Case No. 9888
Test Year Ended March 31, 2026 Exhibit JD-1 

Schedule C-2
Business and Economic Development Page 1 of 1

($000s)
Line No. Description Test Year Reference

1 Company Amount 399$                      OPCDR02-03

2 OPC Recommended Amount -$                           Testimony

3 OPC Adjustment (399)$                     Line 2 - Line 1



Baltimore Gas & Electric Company Case No. 9888
Test Year Ended March 31, 2026 Exhibit JD-1 

Schedule C-3
Incentive Compensation Page 1 of 1

($000s)
Line No. Description Test Year Reference

1 Company Amount 18,463$                 OPCDR02-44

2
Company Reduction Related to Incentive 
Compensation (4,932)$                  

OIA 19 E WP

3 Company Adjusted Test Year Amount 13,531$                 Line 1 + Line 2
4 OPC Recommended Sharing -50% Testimony

5 OPC Adjustment (6,766)$                  Line 3 X Line 4



Baltimore Gas & Electric Company Case No. 9888
Test Year Ended March 31, 2026 Exhibit JD-1 

Schedule C-4
Severance Expense Page 1 of 1

($000s)
Line No. Description Test Year Reference

1 Company Amount 2,403$                   OPCDR02-100

2 OPC Recommended Amount -$                           Testimony

3 OPC Adjustment (2,403)$                  Line 2 - Line 1



Baltimore Gas & Electric Company Case No. 9888
Test Year Ended March 31, 2026 Exhibit JD-1 

Schedule C-5
Inflation Page 1 of 1

($000s)
Line No. Description Test Year Reference

1 Company Amount 23,671$                            OIA 31E 

2 OPC Amount -$                                     Testimony

3 OPC Adjustment (23,671)$                         Line 2 - Line 1



Baltimore Gas & Electric Company Case No. 9888
Test Year Ended March 31, 2026 Exhibit JD-1 

Schedule C-6
Employee Stock Purchase Plan Discount Page 1 of 1

($000s)
Line No. Description Test Year Reference

1 Company Amount 237$                      
OPCDR02-22 Revised

2 OPC Amount -$                           Testimony

3 OPC Adjustment (237)$                     Line 2 - Line 1



Baltimore Gas & Electric Company Case No. 9888
Test Year Ended March 31, 2026 Exhibit JD-1 

Schedule C-7
Supplemental Executive Retirement Plan Expense Page 1 of 1

($000s)
Line No. Description Test Year Reference

1 Company Amount 612$                       OPCDR02-96 

2 OPC Amount -$                           Testimony

3 OPC Adjustment (612)$                     Line 2 - Line 1



Baltimore Gas & Electric Company Case No. 9888
Test Year Ended March 31, 2026 Exhibit JD-1 

Schedule C-8
Employee Activity Costs and Awards Page 1 of 1

($000s)
Line No. Description Test Year Reference

1 Company Amount 316$                      OIA-2E

2 OPC Amount -$                           Testimony

3 OPC Adjustment (316)$                     Line 2 - Line 1



Baltimore Gas & Electric Company Case No. 9888
Test Year Ended March 31, 2026 Exhibit JD-1 

Schedule C-9
Executive Financial Planning Expense Page 1 of 1

($000s)
Line No. Description Test Year Reference

1 Company Amount 39$                        
OPCDR02-30 

Revised

2 OPC Amount -$                           Testimony

3 OPC Adjustment (39)$                       Line 2 - Line 1



Baltimore Gas & Electric Company Case No. 9888
Test Year Ended March 31, 2026 Exhibit JD-1 

Schedule C-10
Dues Page 1 of 1

($000s)
Line No. Description Test Year Reference

1 Company Amount 33$                        Line 12

2 OPC Amount -$                           Testimony

3 OPC Adjustment (33)$                       Line 2 - Line 1



Baltimore Gas & Electric Company Case No. 9888
Test Year Ended March 31, 2026 Exhibit JD-1 

Schedule C-11
FlexPay Page 1 of 1

($000s)
Line No. Description Test Year Reference

1 Company Amount 490$                      OIA-32

2 OPC Amount -$                           Testimony

3 OPC Adjustment (490)$                     Line 2 - Line 1

Source: 
Per OPC Witness John Howat



Baltimore Gas & Electric Company Case No. 9888
Test Year Ended March 31, 2026 Exhibit JD-1 

Schedule C-12
Payroll Tax Page 1 of 1

($000s)
Line No. Description Test Year Reference

1 OPC Adjustments to Incentive Compensation, Severance (9,169)$                    Schedule C-4, C-5 

2 Payroll Tax Ratio 7.75% Line 6

3 OPC Adjustment (711)$                       Line 1 X Line 2

4 Payroll Taxes 9,805,751$              Schedule B-3
5 Payroll Expense 126,453,553$          Schedule B-3
6 Payroll Tax Ratio 7.75% Line 4/Line 5



Baltimore Gas & Electric Company Case No. 9888
Test Year Ended March 31, 2026 Exhibit JD-1 

Schedule C-13
Income Tax Expense Page 1 of 1

Line ($000s)
No. Description Test Year Reference

Federal Income Tax
1 OPC Operating Income Adjustments (Schedule C) (41,101)$            Schedule C

2 Less State Income Tax 3,391$               Line 8
3 Total (37,710)$            Line 1 + Line 2

4 Federal Income Tax Rate 21.000% Exhibit JCF-6E

5 OPC Adjustment to Federal Income Expense 7,919$               Line 3 X  Line 4

State Income Tax Rate
6  Operating Income Adjustments (41,101)$            Line 1

7 State Income Tax Rate 8.250% Exhibit JCF-6E

8 OPC Adjustment to State Income Tax 3,391$               Line 6 X Line 7

9 OPC Total Adjustments to Income Tax 11,310$             Line 5 + Line 8



Baltimore Gas & Electric Company Case No. 9888
Test Year Ended March 31, 2026 Exhibit JD-1 

Schedule C-14
Interest Synchronization Page 1 of 1

($000s)
Line No Description Test Year Reference

1 Rate base, as adjusted 5,838,787$        Schedule B

2 Weighted Cost of Debt 2.27% Schedule D

3  Interest Deduction for Tax Purposes 132,540$           Line 1 X Line 2

4 Interest Deduction, per Company 137,467$           OIA 37E

5 Increase/(Decrease) in Deductible Interest (4,927)$             Line 3 - Line 4

6 Consolidated Income Tax Rate 27.5175% Line 15

7 Increase/(Decrease) to Income Tax Expense 1,356$               -Line 5 X Line 6

8 State Income Tax Increase 406$                 -Line 5 X Line 12
9 Federal Income Tax Increase 949$                 -Line 5 X Line 13
10 Total Increase/(Decrease) to Income Tax Expense 1,356$               

11 Federal Tax Rate 0.21
12 State Tax Rate 0.0825
13 0.192675
14 State Tax Rate 0.0825
15 Consolidated Income Tax Rate 0.275175

Source:Exhibit JCF-4E



Baltimore Gas & Electric Company Case No. 9888
Test Year Ended March 31, 2026 Exhibit JD-1 

Schedule D
Rate of Return Page 1 of 1

Line Weighted
No. Description Ratio Cost Cost

1      Long Term Debt 48.00% 4.72% 2.27%

2      Common Equity 52.00% 10.40% 5.41%

3      Total 100.00% 7.68%

Line Capital Cost Weighted
No. Description Structure Rate Cost

4      Long Term Debt 48.00% 4.72% 2.27%

5      Common Equity 52.00% 7.30% 3.80%

6      Total 100.00% 6.07%

Source:
Lines 1-3: Exhibit JCF-5E
Line 4-6: OPC Witness Daniel Cassara

Company

OPC




































































































































