
 
STATE OF ILLINOIS 

ILLINOIS COMMERCE COMMISSION 
 
 
Rock Island Clean Line LLC   ) 
       ) 
Petition for an Order granting Rock Island  ) 
Clean Line LLC a Certificate of Public  ) 
Convenience and Necessity pursuant to   ) 
Section 8-406 of the Public Utilities Act as a   ) Docket No. 12-0560 
Transmission Public Utility and to Construct,  ) 
Operate and Maintain an Electric Transmission  ) 
Line and Authorizing and Directing Rock  ) 
Island Clean Line Pursuant to Section 8-503 of )  
the Public Utilities Act to Construct an  ) 
Electric Transmission Line.    ) 
 
 
 
 

 
REBUTTAL TESTIMONY OF 

 
 

DR. DAVID G. LOOMIS 
 
 

ON BEHALF OF 
 
 

ROCK ISLAND CLEAN LINE LLC 
 
 

ROCK ISLAND EXHIBIT 5.3 
 
 
 
 
 
 
 

AUGUST 20, 2013



Rock Island Exhibit 5.3 
Page 1 of 9 

Q. Please state your name, present position and business address. 1 

A. My name is David G. Loomis.  I am Principal of Strategic Economic Research, LLC, 2 

(formerly Loomis Consulting), Professor of Economics at Illinois State University, 3 

Director of the Center for Renewable Energy and Executive Director of the Institute for 4 

Regulatory Policy Studies.  My business address is 1323 Lismore Lane, Normal, Illinois, 5 

61761. 6 

Q. Have you previously submitted testimony in this proceeding? 7 

A. Yes, I previously submitted prepared direct testimony identified as Rock Island Exhibit 8 

5.0 and accompanying exhibits identified as Rock Island Exhibit 5.1 and 5.2.  Rock 9 

Island Exhibit 5.2 is my analysis entitled “Economic Impact Study of the Proposed Rock 10 

Island Clean Line.” 11 

Q. What is the purpose of your rebuttal testimony? 12 

A. The purpose of my rebuttal testimony is to reply to the direct testimony of Staff Witness 13 

Richard Zuraski in six areas: 1) the appropriateness of the economic impact analysis I 14 

presented in my direct testimony and how it should be considered in this proceeding; 2) 15 

the relationship between higher project costs and larger economics benefits in my 16 

analysis; 3) the assumption that if the Rock Island Project (“Project”) were not 17 

constructed, the money that would have been spent on it would be spent on other 18 

activities, thereby producing economic benefits; 4) whether tax payments included in the 19 

economic benefits reported in my analysis are only income transfers, not incremental 20 

economic benefits; 5) whether landowner payments should be counted as economic 21 
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benefits in the analysis; and 6) whether reduced electricity costs that will result from the 22 

Rock Island Project should be deducted from the economic benefits in my analysis. 23 

Q. First, Staff Witness Richard Zuraski states that an economic analysis of the benefits 24 

and costs of the Rock Island Project should exclude impacts of increased 25 

employment; revenues of manufacturing and service enterprises; landowner wealth 26 

and tax revenues at the State and local levels, which are the economic impacts 27 

estimated in your study; and that “we would be mixing two types of economic 28 

analysis that are inconsistent with each other” (ICC Staff Exhibit 3.0, p. 13, lines 29 

242-253).  What is your response to his assessment? 30 

A.  I believe that Mr. Zuraski misapprehends the purpose of my analysis in the context of 31 

Rock Island’s overall case.  The purpose of my economic impact analysis is to estimate 32 

the incremental employment, income, and total economic benefits that the Project will 33 

bring to the State of Illinois.  This type of study is intended to show the incremental 34 

economic activity that will be generated by building and operating a project - in this case, 35 

the Rock Island transmission line and the associated wind farms that will be constructed 36 

to connect to the transmission line.  It is my understanding that the estimated increased 37 

economic activity in Illinois due to the Project, was not intended to be directly added to 38 

the benefits of the Project in terms of reduced electricity costs that are estimated by Rock 39 

Island witnesses Gary Moland and Karl McDermott or added to the other benefits listed 40 

on lines 221-238 of Mr. Zuraski’s testimony.  Rather, the economic impact analysis that I 41 

performed is a separate but complementary analysis to the other benefits of the Project 42 

described by other Rock Island witnesses.   43 
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Q.  Is this type of study, or more generally the prospective incremental economic 44 

activity in a State or other area, considered by governmental entities when 45 

evaluating whether proposed new infrastructure projects or other large capital 46 

projects should be undertaken? 47 

A. As I described in more detail in my direct testimony, my study examines the gross 48 

benefits that accrue to the State from the Project through direct, indirect and induced 49 

effects.  Although not necessarily conducted to the level of detail of my study in this case, 50 

this type of analysis is often performed to inform policymakers of the economic 51 

development benefits that will come to an area as a result of a new public or private 52 

infrastructure project.  This type of analysis is also often considered by governmental 53 

entities in considering large infrastructure projects or in analyzing whether incentives 54 

should be offered to persuade companies to locate facilities within a state or other 55 

governmental units.  Studies of this type are considered for a wide variety of other public 56 

policy decisions or initiatives concerning the construction of new public or private 57 

facilities, including Enterprise Zones and Tax Increment Financing districts. 58 

Q. Do you believe that this type of analysis should be considered by the Illinois 59 

Commerce Commission in evaluating the overall benefits of the Project? 60 

A. Yes.  My analysis shows the incremental economic activity that is expected to be 61 

generated by the Project.  I believe that this type of evidence complements the analyses of 62 

the benefits of the Project provided by other Rock Island witnesses and is useful 63 

information for the Commission in its overall decision-making process. 64 
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Q. Has this type of study been used specifically to demonstrate the economic benefits of 65 

the construction of transmission projects and wind farms? 66 

A. Yes, in the last several years this type of analysis has been conducted by academicians, 67 

economic consultants and state agencies to determine the economic impacts of 68 

transmission line projects in the Midwest, and other parts of the country.  69 

 Additionally, there is a long list of studies of the economic impact of wind farms 70 

available at the National Renewable Energy Laboratory website: 71 

http://www.nrel.gov/analysis/jedi/publications.html.  The methodology used in my study 72 

was recently validated by a published study in the scholarly journal, Energy Economics 73 

(Brown, J.P.; Pender, J.; Wiser, R.; Lantz, E.; Hoen, B. (2012). "Ex Post Analysis of 74 

Economic Impacts from Wind Power Development in U.S. Counties." Energy 75 

Economics). 76 

Q. Second, Staff Witness Richard Zuraski states that your analysis should not be 77 

considered because it treats the Project’s costs as benefits and that, “the more 78 

imprudent, inefficient, costly, wasteful [Rock Island] is assumed to be, the greater 79 

the ’benefit’ that would be computed by Dr. Loomis’ model.” (ICC Staff Exhibit 3.0, 80 

p. 14, lines 258-270).  How do you respond? 81 

A.  My study examines the employment, income and other economic impacts that will result 82 

from the Project given its particular size and projected cost.  The study takes the project 83 

size and cost as inputs, rather than as outputs to be determined by the model.  While it is 84 

correct that a larger transmission project that costs more will result in a greater economic 85 

impact, all other things being equal, the point of the analysis is not to choose the correct 86 

http://www.nrel.gov/analysis/jedi/publications.html
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sizing of the Project or to examine if Rock Island “had to double the thickness and size of 87 

its conductors” (ICC Staff Exhibit 3.0, P. 14, Lines 262-263), but rather what economic 88 

activity will result from a project of a given size and cost. 89 

Q. How do you respond to Mr. Zuraski’s implication that Rock Island could show 90 

greater economic benefits for the Project by imprudently or wastefully spending 91 

more than the estimated cost?  92 

A. While the economic impact methodology does not address the prudency or efficiency of 93 

the Project’s costs, because the Rock Island Project is a merchant project, it must succeed 94 

in a competitive market.  Under these circumstances, the owner has every incentive to 95 

minimize the cost of the Project.  The owners of the wind farms that will be connected to 96 

the Project will be under similar competitive market pressures.  The Illinois Commerce 97 

Commission would typically only be concerned about imprudent, inefficient, costly and 98 

wasteful spending for projects that are under cost-based rate-of-return regulation.  As 99 

Rock Island witness David Berry discusses in his rebuttal testimony, to be successful, the 100 

Rock Island Project will need to construct the Project for the firm cost estimate that it 101 

establishes at the time it enters into transmission capacity contracts with its customers 102 

and enters into the financing arrangements for construction of the Project. 103 

Q. How do you respond to Mr. Zuraski’s statement that the types of costs measured by 104 

your study will actually increase the costs of electricity (ICC Staff Exhibit 3.0, p. 14, 105 

lines 258-262)? 106 

A. Some of the economic impact components Mr. Zuraski lists are not direct inputs into the 107 

cost of electricity, but rather are indirect or induced impacts.  More importantly, it is my 108 
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understanding that Rock Island will not be requesting recovery of its costs from the retail 109 

ratepayers throughout Illinois as a utility would under cost-of-service-based, rate-of-110 

return regulation.  Instead, Rock Island will recover all of its capital and operating costs 111 

from its transmission customers. 112 

Q. Third, Staff Witness Richard Zuraski states that the benefits estimated in your 113 

analysis “depends [sic] on an implicit assumption that the absence of the project 114 

would leave an economic vacuum unfilled by other project(s) or economic 115 

activities,” e.g., that the capital that would have financed construction of the Rock 116 

Island Project would not be used for any other activity (Zuraski, pp. 14-15, lines 117 

271-285).  What is your response? 118 

A.  Mr. Zuraski’s comment does not take into account that the purpose of the study is to 119 

estimate the incremental activity in Illinois (and Iowa) resulting from the Rock Island 120 

Project.  While it is fair to assume that at least some of the capital that would have been 121 

invested in the Rock Island Project and the associated wind farms will be invested in 122 

other projects, there is no telling where those projects would be located or what types of 123 

projects they would be.  It is quite likely, that if the capital is not used for this Project, it 124 

will be used for other projects in other states, or even in other countries.   125 

  The region of interest must be defined in an economic impact analysis.  The study 126 

I conducted looked at the economic impact for the State of Illinois.  Any economic 127 

activity that occurs outside of that area of interest is treated as “leakage” and does not get 128 

recirculated within the economy of the region of interest.  If the Rock Island Project and 129 

the associated wind farms are not built, that capital may go to fund a transmission project 130 
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in Texas, or a factory in South Carolina, or road and bridge construction in Oregon, or 131 

any number of other projects, and result in little or no economic benefit to the State of 132 

Illinois.  Further, projects built in other states or countries may require inputs that are not 133 

produced in Illinois, resulting in little or no indirect or induced economic benefits for 134 

Illinois.  In contrast, if the Rock Island Project and associated wind farms are built in 135 

Illinois and Iowa, Illinois will benefit from the construction jobs, the manufacturing 136 

activity from supplying materials and components for the transmission line and the wind 137 

farms, and the ongoing operations of the line because it is located in Illinois.   138 

  Further, the study report was very clear in stating the limitations of the study (see 139 

Rock Island Exhibit 5.2 P.8).  Economic impact studies do not examine net effects or 140 

alternative projects.  The methodology used in my study is standard industry practice and 141 

is consistent with other industry studies. 142 

Q. Fourth, Staff Witness Richard Zuraski states “the cited increase in tax revenues at 143 

the State and local levels merely represent income transfers, at best.” (ICC Staff 144 

Exhibit 3.0, p. 15, lines 286-296)  Do you agree with this statement? 145 

A. No, the tax revenues are not merely income transfers.  In one sense this comment is 146 

duplicative of the comment discussed in my previous answer, but focused on tax 147 

revenues.  The tax revenues calculated in the model are individual and corporate income 148 

taxes paid by employees and businesses located in Illinois.  They are incremental tax 149 

payments based on the incremental income that workers and companies realize as a result 150 

of the Project.  If this Project is not built in Illinois, there is no guarantee that those 151 

workers will find alternative employment within the State of Illinois.  If fact, they may 152 
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migrate out-of-state to find employment and pay no taxes to the State of Illinois.  153 

Similarly, if this Project is not built in Illinois and the associated wind farms are not built 154 

in Iowa, there is no guarantee that component suppliers and other vendors will find 155 

alternative or replacement orders to generate the same income and profits.  For example, 156 

since the time my study was performed, Rock Island has contracted to buy cable for the 157 

Project from Southwire’s factory in Flora, Illinois.  Southwire will pay corporate income 158 

taxes to the State of Illinois on this increased business activity due to being part of the 159 

supply chain associated with the Rock Island Project.  Southwire employees will pay 160 

personal income taxes to the State of Illinois.  A different project located outside of the 161 

State of Illinois would not necessarily result in Illinois workers and companies paying 162 

additional Illinois income taxes.   163 

  As I discussed earlier in this testimony, the incremental income, property and 164 

sales taxes that will result from the additional economic activity that will be generated by 165 

a public or private infrastructure project or by incenting a company to build new facilities 166 

at a particular location are often considered by State and local governments in evaluating 167 

whether the project is beneficial to the State or local government unit. 168 

Q. Fifth, Staff Witness Richard Zuraski states, “any increase in landowners’ wealth 169 

either represents compensation for other uses of the land, or another set of income 170 

transfers” (ICC Staff Exhibit 3.0, P. 15, Lines 297-298).  Is this correct?   171 

A.  No, it is not correct.  Mr. Zuraski’s argument is that if landowners are paid the fair market 172 

value for their land, then they have no realized increase in either wealth or income.  173 

Under such an argument, there would be no economic impact due to payments to 174 

landowners.  Because landowner payments in Illinois only pertain to the transmission 175 
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line, I will limit my discussion to easement payments and other landowner compensation.  176 

Rock Island is primarily compensating landowners for the easement, based on the fair 177 

market value of the land, and is paying the landowners a payment per structure that is 178 

erected on their properties.  Landowners will be paid as if they were selling the land, but 179 

the landowners will retain use of the land underneath the transmission line for normal 180 

farming activities.  As discussed by Rock Island witness Matt Koch in his rebuttal 181 

testimony, the foundations of the transmission line structures will only remove less than 182 

two acres of land from production in Illinois.  Landowners will be compensated for the 183 

easement prior to construction, i.e. receive cash payments, and yet for the most part, the 184 

land may not be altered from its current or intended uses.  For land that will not be in 185 

agricultural use after construction of the transmission line, landowners will receive 186 

compensation equal to the fair market value of the land, regardless of whether that land is 187 

currently producing revenue.  Rock Island is also compensating landowners separately 188 

for any crop losses during construction, as well as for any future reduction to crop yields 189 

due to the construction or maintenance of the line, but those payments only represent a 190 

very small percentage of the overall landowner compensation.  In summary, the 191 

landowner payments for the transmission line easements and the per-structure payments 192 

are an appropriate incremental economic impact to be included in the study. 193 

Q. Does this conclude your prepared rebuttal testimony? 194 

A. Yes, it does. 195 


