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I. Introduction and Purpose 1 

A. Identification of Witness 2 

Q. What is your name and business address? 3 

A. My name is Charles E. Box.  My business address is 1808 Camp Avenue, Rockford, 4 

Illinois 61103. 5 

Q. By whom are you employed and in what capacity? 6 

A. I am the President of Box Group LLC, which provides regulatory consulting services to 7 

utility companies and strategic planning and advice to governmental bodies and 8 

development corporations. 9 

Q. Will you summarize your educational background and professional experience in 10 

the field of utility regulation? 11 

A. Yes.  ComEd Exhibit (“Ex.”) 24.1 is a summary of my education and professional 12 

qualifications.  Most notably, I served as the Chairman of the Illinois Commerce 13 

Commission (the “Commission”) from January 2006 until January 2010. 14 

Q. On whose behalf are you appearing in this proceeding? 15 

A. I am appearing on behalf of Commonwealth Edison Company (“ComEd”). 16 

B. Purpose of Testimony 17 

Q. What is the purpose of your surrebuttal testimony? 18 

A. The purpose of my testimony is to respond to the rebuttal testimony of Staff witness 19 

Theresa Ebrey.  Specifically, I am addressing the statement that Ms. Ebrey makes in her 20 

rebuttal testimony regarding the “ratemaking theory” behind her proposal to remove 21 



Docket No. 11-0721 
ComEd Ex. 24.0 

Page 2 of 5 

pension asset funding costs in their entirety from ComEd’s revenue requirement.  Ebrey 22 

Reb., Staff Ex. 13.0, 13:319. 23 

Q. Please summarize the conclusions in your surrebuttal testimony. 24 

A. In summary, my conclusions are as follows: (1) as a matter of ratemaking policy, a utility 25 

should be able to recover reasonable and prudent pension asset funding costs; (2) ComEd 26 

was granted recovery of its pension asset costs in the past three ComEd rate cases – in 27 

2006 (Docket No. 05-0597) and 2008 (Docket No. 07-0566), when I was Commission 28 

Chairman, and in 2011 (Docket No. 10-0467), after I had departed; and (3) the 29 

Commission here should continue to allow a long-term debt return on the pension asset 30 

consistent with the Public Utility Act. 31 

C. Identification of Exhibits 32 

Q. What exhibits are attached to and incorporated in your surrebuttal testimony? 33 

A. I have attached my résumé as Exhibit 24.1. 34 

II. Pension Funding Adjustment 35 

Q. Do you agree with the adjustment of Staff Witness Theresa Ebrey to remove $34.4 36 

million of pension funding costs from the revenue requirement? 37 

A. No, I do not agree with Ms. Ebrey’s adjustment.  It is a drastic departure from sound 38 

ratemaking policy and past Commission orders.  Ms. Ebrey’s overly-technical 39 

interpretation of the term “pension asset” loses sight of the overarching recovery 40 

principles that guide ratemaking.  It is disingenuous to argue that a utility’s contributions 41 

to its pension funds and the hundreds of millions of dollars in those funds do not 42 
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constitute an asset or warrant a reasonable return.  Under Ms. Ebrey’s view, ComEd is 43 

entitled to no pension asset funding costs so long as Exelon’s entire plan is underfunded.  44 

Q. Why do you believe that Ms. Ebrey’s recommendation is a drastic departure from 45 

sound ratemaking policy? 46 

A. As the Commission has recognized on numerous occasions, utilities should be 47 

encouraged to fund their pension obligations because it not only benefits the utility’s 48 

employees but also reduces annual pension expense, which directly benefits customers.  49 

By funding these pensions, ComEd is honoring its commitments to its current employees 50 

and retirees and is able to provide them with post-retirement income through its pension 51 

plans.  Disallowing recovery of these costs could have a chilling effect on utility pension 52 

funding and would lead to perverse incentives and results that could have a devastating 53 

effect on ComEd employees and retirees who could no longer rely on their hard-earned 54 

pension benefits. 55 

It is also well-recognized that a pension plan is an important component of 56 

employee compensation packages.  Assuring that an employee’s pension will be funded 57 

and available in the future is an important aspect of hiring and retaining qualified 58 

employees who have the experience and expertise to provide reliable service.   59 

By providing skewed incentives for a utility to spend in areas other than funding 60 

its pension in order to recover those funds through its revenue requirement makes for 61 

horrible public policy and should not be condoned by the Commission.  Adopting 62 

Ms. Ebrey’s adjustment to ComEd’s pension asset funding costs will do just that.  63 
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Q. What informs your conclusion that recovery of the pension funding costs is good 64 

ratemaking policy? 65 

A. My regulatory experience and the rate cases over which I have presided have allowed me 66 

to assess what is good ratemaking policy.  As to this issue, the Commission should also 67 

consider the Rebuttal Testimony of Dean F. Apple, submitted on behalf of the 68 

International Brotherhood of Electrical Workers (“IBEW”) Local 15.  Apple Reb., IBEW 69 

Ex. 1.0.  Mr. Apple provides compelling testimony in stern opposition to Ms. Ebrey’s 70 

proposed disallowance of pension fund contributions from the perspective of the 71 

thousands of employees and retirees who rely on ComEd to take steps to provide for its 72 

employees’ and future annuitants’ pensions and financial well-being.   73 

Q. How is Ms. Ebrey’s position a departure from past Commission orders? 74 

A. Ms. Ebrey incorrectly claims that the Commission has not approved cost recovery of 75 

ComEd’s pension asset when, in fact, the Commission has consistently allowed ComEd 76 

to recover the costs of funding its pension asset.  In the 2005 rate case, Ms. Ebrey raised 77 

these same arguments when I was Chairman, and the Commission rejected them in no 78 

uncertain terms in its Order on Rehearing and approved cost recovery on the pension 79 

asset.  See Commonwealth Edison Co., ICC Docket No. 05-0597, Order on Rehearing 80 

(Dec. 20, 2006) at 28 (“Accordingly, the Commission approves cost recovery of the 81 

Pension Asset under Alternative 3 that ComEd proposed on rehearing.”) (emphasis 82 

added).  The Appellate Court of Illinois affirmed the Order on Rehearing on this subject.  83 

Since the 2005 rate case, the Commission has stayed its course, and in the two 84 

subsequent ComEd rate cases, it properly allowed for some form of funding recovery on 85 

its pension asset as well.  See ICC Docket Nos. 07-0566 and 10-0467.  By allowing for 86 
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recovery, the Commission has recognized that pension funding is a legitimate and 87 

necessary cost of providing electric delivery service.  88 

This important ratemaking policy issue has already been resolved, and ComEd’s 89 

position in this case is consistent with that policy and prior rate case orders. 90 

Q. Is Ms. Ebrey’s disallowance also contrary to the protocols set forth in the Energy 91 

Infrastructure Modernization Act? 92 

A. Yes.  The Act provides that ComEd is entitled to earn an “investment return on pension 93 

assets net of deferred tax benefits equal to the utility’s long-term debt cost of capital.”  94 

220 ILCS 5/16-108.5(c)(4)(D).  It is unreasonable to suggest that the Act was intended to 95 

overturn the long-established practice of the Commission and the good ratemaking policy 96 

that encourages reasonable and prudent pension funding.  That is especially so in light of 97 

the overall pension funding problem facing the State of Illinois. 98 

Q. Does this conclude your surrebuttal testimony? 99 

A. Yes it does. 100 


