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Support— House Bill 398 (SB316) - Abundant Affordable Clean Energy - Procurement and
Development (AACE Act) with Amendments

Potomac Electric Power Company (Pepco) and Delmarva Power & Light Company (Delmarva Power)
support House Bill 398 (Senate Bill 316) - Abundant Affordable Clean Energy - Procurement and
Development (AACE Act) with amendments. House Bill 398 requires each electric company to
submit plans to the Public Service Commission (Commission) by November 1, 2025, to construct or
procure transmission and distribution-connected energy storage devices. The bill also incentivizes
the creation of zero-emission credits for nuclear facilities and requires the Commission to adopt a
coordinated approach to offshore wind energy transmission development.

Pepco and Delmarva Power support the overarching goal of the bill—to enhance Maryland’s energy
infrastructure through the deployment of energy storage, expansion of in-state generation, and
facilitation of a more resilient and sustainable grid. However, we respectfully request that certain
provisions within the legislation, particularly the construction timelines and the storage capacity
mandate, be modified to ensure successful implementation.

First, the proposed deadline of November 1, 2025, does not provide sufficient time for utilities to
develop comprehensive and effective plans for submission to the Commission. Given the
complexities of permitting, procurement, and stakeholder engagement, Pepco and Delmarva Power
recommend extending the deadline to November 1, 2026. This additional time will allow for a more
thorough and effective integration of energy storage solutions.

Additionally, the legislation requires utilities to construct or procure transmission and distribution-
connected energy storage within 18 months of Commission approval. Based on industry experience,
this timeframe is not feasible given permitting, siting, interconnection, and supply chain constraints.
Pepco and Delmarva Power propose extending the deadline to at least 30 months to allow for
proper planning, site selection, and permitting processes, ultimately ensuring project success.

The bill mandates that utilities achieve a 150MW of distributed connected energy storage capacity,
with no more than 30% of storage being owned by third parties, and the Commission allocating the
remainder to the utilities. The 150MW requirement should be an aspirational goal rather than a
mandate, allowing utilities to execute incrementally and in phases.
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Pepco and Delmarva Power recommend providing more flexibility by requiring utilities to submit a
plan for bringing online one-third of the capacity initially, then requiring the utilities to submit plans
for projects that address the remaining capacity amounts.

Energy storage projects require significant investment, yet House Bill 398 does not include a cost
recovery provision to ensure utilities can recover expenses associated with development,
operation, and maintenance. Without this certainty, utilities may face financial risks that could
hinder deployment. Pepco and Delmarva Power propose including a clear cost recovery mechanism
that allows utilities to recover prudent investments in energy storage through existing ratemaking
processes approved by the Public Service Commission.

Section 7-1208(A)(1) of the legislation establishes a contract for the differences between the utility
and the developer. Under this arrangement, the fixed price schedule would be partially or fully met
by PJM market revenues. If market revenues fall short of the fixed, the utility compensates the
developer for the difference. Conversely, if market revenues exceed the fixed price, the developer
pays the utility the difference. Also, it is unclear if the structure by stating that all market revenues
should be credited back to customers. This implies a different arrangement where customers pay
the full fixed price schedule and receive all market revenues.

Sections 216.2(E(2)-(4) contains specific directions to utilities on who should construct an energy
storage device, which limits the utilities’ flexibility on how to conducts its operations. These
provisions should be made less prescriptive to enable the utilities to manage its business effectively.
House Bill 398 prescribes how utilities must construct and maintain energy storage projects,
requiring that electric company employees perform all construction and that bargaining unit
employees receive priority for operations and maintenance (O&M). If third-party contractors are
used, the legislation mandates that they offer health and retirement benefits. While we strongly
support fair labor practices, these requirements are overly prescriptive limiting operational
flexibility and would create challenges in vendor selection.

Finally, the legislation, as written, does not empower the Commission to deny a project if it fails to
meet program objectives or is not cost-effective. Pepco and Delmarva Power recommend granting
the Commission the authority to deny projects to ensure that only those fulfilling the state’s goals
are commenced.

Pepco and Delmarva Power commend the sponsors for their leadership in advancing Maryland’s
clean energy transition. However, for this legislation to be successful, it must be tenable. The
proposed storage deployment timelines, capacity mandates, and ownership restrictions are overly
prescriptive and should be adjusted to allow utilities to effectively deliver these critical energy
resources. With these amendments, House Bill 398 can serve as a strong framework for expanding
Maryland’s clean energy capacity while maintaining grid reliability and affordability for consumers.

Pepco and Delmarva Power will continue discussions with the sponsor to address our concerns. We
respectfully request a favorable report with amendments for House Bill 398.



