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I. INTRODUCTION AND PURPOSE 1 

Q. Please state your name and business address.   2 

A. My name is Jeffrey M. Gray.  My business address is P.O. Box 620323, 3 

Middleton, WI  53562-0323. 4 

Q. Have you previously submitted prepared testimony in this proceeding? 5 

A. Yes, I have previously submitted prepared direct testimony, dated June 25, 2013, 6 

which is identified as Illinois Landowners Alliance, NFP (“ILA”) Exhibit 7.0, and 7 

cross-rebuttal testimony, dated September 17, 2013, which is identified as ILA 8 

Exhibit 7.1. 9 

Q. What is the purpose of this rebuttal testimony? 10 

A. I am responding to issues raised in the rebuttal testimonies of Rock Island Clean 11 

Line LLC (“RICL”) witnesses David Berry1 and Karl McDermott.2  Specifically, 12 

I comment on (1) Mr. Berry’s testimony regarding the justifications for the Rock 13 

Island Project, as conceived and proposed by RICL outside of a regional planning 14 

process;3 and (2) Dr. McDermott’s assertion that the Illinois Commerce 15 

Commission (“Commission”) should grant a certificate of public convenience and 16 

                                                             
1 RICL Exhibit 10.14. 
 
2 RICL Exhibit 4.2. 
 
3 For example, the Rock Island Project has not been vetted through the Midcontinent 
Independent System Operator, Inc. (“MISO”) Transmission Expansion Planning 
(“MTEP”) process.  In addition, as Mr. Berry states, PJM Interconnection LLC (“PJM”) 
has not evaluated, and will not evaluate, through its Regional Transmission Expansion 
Planning (“RTEP”) process, whether the Rock Island Project is needed.  RICL Exhibit 
10.14, lines 1377-81. 
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necessity (“CPCN”) for the Rock Island Project because it “will promote the 17 

development of an effectively competitive electricity market”4 in Illinois.5 18 

II. RICL’S JUSTIFICATIONS FOR THE ROCK ISLAND PROJECT 19 

Q. As an initial matter, would you like to clarify your position regarding 20 

whether RICL must have customer agreements before RICL can 21 

demonstrate customer need for the Rock Island Project? 22 

A. Yes.  Mr. Berry suggests that my direct testimony on this point is ambiguous.6  If 23 

ambiguity exists, it may be because I was avoiding statements that might 24 

resemble legal opinions.  To eliminate ambiguity, and with the qualifier that I am 25 

not offering legal opinions in my testimony,7 I clarify my view that RICL must 26 

have customer agreements before RICL can demonstrate customer need for the 27 

Rock Island Project, pursuant to the first prong of section 8-406(b)(1) of the Act.8  28 

Logically, without customers, RICL cannot demonstrate customer need. 29 

                                                             
4 See section 8-406(b)(1) of the Illinois Public Utilities Act (the “Act”). 
 
5 RICL Exhibit 4.2, lines 21-23, 78-81, and 208-12. 
 
6 RICL Exhibit 10.14, lines 476-92. 
 
7 I note that Dr. McDermott, a non-attorney, testifies on policy, regulatory, and statutory 
issues.  My testimony on similar issues relies no more on legal opinion than does Dr. 
McDermott’s testimony. 
 
8 The first prong of section 8-406(b)(1) of the Act states that “[t]he Commission shall 
determine that proposed construction will promote the public convenience and necessity 
only if the utility demonstrates … that the proposed construction is necessary to provide 
adequate, reliable, and efficient service to its customers ….” (emphasis added). 
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Q. How do you respond to the assertion that it is impractical for RICL to enter 30 

into customer agreements without first being granted a CPCN by the 31 

Commission? 32 

A. Mr. Berry’s arguments on this topic9 highlight what may be the most significant 33 

weakness in RICL’s business model, which is premised on circumventing the 34 

regional planning processes normally used to establish need for new interstate 35 

transmission infrastructure.  Mr. Berry argues, at length, that RICL’s merchant 36 

transmission model is different or special.10  However, presumably, the 37 

requirements of the Act still apply to RICL, notwithstanding the idiosyncrasies of 38 

RICL’s business model.  Section 8-406(b)(1) of the Act requires a demonstration 39 

of customer need,11 and RICL’s speculations regarding hypothetical customers do 40 

not, in my view, satisfy that burden.  Alternatively, under a modified business 41 

model, RICL could introduce an interstate transmission project through the MTEP 42 

process, pursuant to federal jurisdiction. 43 

Q. Instead of demonstrating customer need, may RICL demonstrate public 44 

need? 45 

                                                             
9 RICL Exhibit 10.14, lines 531-72. 
 
10 RICL Exhibit 10.14, lines 493-589. 
 
11 Or, under the alternative prong of section 8-406(b)(1) of the Act, a demonstration that 
“the proposed construction will promote the development of an effectively competitive 
electricity market that operates efficiently, is equitable to all customers, and is the least 
cost means of satisfying those objectives.”  I discuss the alternative prong later in this 
testimony. 
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A. Mr. Berry seems to suggest as much.12  However, the first prong of section 8-46 

406(b)(1) of the Act plainly refers to customer need, not public need.13  Although 47 

any Commission review of any CPCN application will touch on aspects of public 48 

cost-benefit and public interest, those general aspects of Commission review do 49 

not displace RICL’s burden to demonstrate customer need.  Furthermore, within 50 

the context of public cost-benefit assumptions and arguments, I disagree with Mr. 51 

Berry’s statement that RICL “is doing what every other transmission developer 52 

would do ….”14  For example, in the case of a transmission project identified as a 53 

multi-value project (“MVP”) within a MISO MVP portfolio, the MVP developer 54 

offers a broad range of benefits across the regional AC network including 55 

reliability, economic, and/or public policy benefits.  In contrast, RICL offers a 56 

narrow range of benefits, because the Rock Island Project would not be 57 

networked.  Instead, the Rock Island Project would operate as a non-networked 58 

radial line connecting potential wind farms (which would be located near the 59 

western terminus of the line in northwest Iowa) with the AC transmission system 60 

in northern Illinois operated by PJM. 61 

                                                             
12 RICL Exhibit 10.14, lines 833-58. 
 
13 The “public” in this context is the Illinois public. 
 
14 RICL Exhibit 10.14, lines 837-40. 
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Q. Mr. Berry states that it is common practice to make assumptions about the 62 

location of new generation to study the benefits of planned transmission 63 

lines, and he cites the MVPs as examples.15  Do you agree? 64 

A. Yes, but with caveats.  As mentioned above, the MVPs are networked lines that 65 

provide broad reliability, economic, and/or public policy benefits across the 66 

MISO footprint.  Their viability is not dependent solely on the potential 67 

construction and interconnection of wind farms at a specific location, as with the 68 

Rock Island Project.  If MISO and its stakeholders overestimate the future 69 

demand for wind energy, or for wind farm interconnections in a particular area, 70 

the networked MVPs will still serve a useful purpose.  In contrast, the non-71 

networked Rock Island Project would function solely as a generator lead line for 72 

wind farms; and, without interconnected wind farms at the western terminus, the 73 

Rock Island Project would serve no useful purpose.  Even as a “merchant” 74 

project, the Rock Island Project still must satisfy the public convenience and 75 

necessity requirement of the Act, which means it must have a useful purpose. 76 

Q. Do you believe that current and future MISO MVP portfolios are 77 

alternatives to the Rock Island Project? 78 

A. Yes, absolutely.  Mr. Berry attempts to draw distinctions,16 but because current 79 

and future MVP portfolios will facilitate the production of renewable energy 80 

credits (“RECs”) for purposes of Illinois renewable portfolio standard (“RPS”) 81 

                                                             
15 RICL Exhibit 10.14, lines 1087-1115. 
 
16 RICL Exhibit 10.14, lines 1428-55.   
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compliance by Commonwealth Edison and others, those current and future MVPs 82 

are alternatives to the Rock Island Project.  As I discussed in previous testimony, 83 

the physical delivery of renewable energy into Illinois is not a requirement for 84 

Illinois RPS compliance, which is based solely on RECs.  Moreover, the physical 85 

delivery of renewable energy into northern Illinois for the purpose of exporting 86 

Midwest RECs to the Mid-Atlantic states would not be, or should not be, a 87 

concern of this Commission, especially when Illinois would be burdened with an 88 

unneeded radial transmission line that traverses the state, and which could 89 

displace the development of beneficial networked AC transmission lines. 90 

Q. What about the Illinois land-use impacts of alternatives to the Rock Island 91 

Project? 92 

A. Mr. Berry criticizes me for not speculating about the future land use impacts of 93 

alternatives to the Rock Island Project.17  As future transmission projects are 94 

vetted for inclusion in future MVP portfolios, stakeholders will have an 95 

opportunity to examine land-use impacts.  Meanwhile, at present, the prudent 96 

scenario is one in which Illinois land-use impacts associated with the Rock Island 97 

Project are preempted, because the Rock Island Project is not needed. 98 

III. AN EFFECTIVELY COMPETITIVE ELECTRICITY MARKET 99 

Q. How do you respond to RICL’s assertion that requiring customer 100 

agreements before a CPCN can be granted is incompatible with a functioning 101 

and competitive market for transmission service? 102 

                                                             
17 RICL Exhibit 10.14, lines 1536-42. 
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A. First, under the Act, the Commission is not tasked with ensuring a “functioning 103 

and competitive market for transmission service,” as described by Mr. Berry.18  104 

That task falls under the purview of the Federal Energy Regulatory Commission 105 

(“FERC”).  Second, open access, robust regional planning,19 and financial 106 

transmission rights comprise the framework for ensuring a functioning and 107 

competitive market for transmission service, not “multiple options” as Mr. Berry 108 

puts it.20  In the case of transmission infrastructure, which retains natural 109 

monopoly characteristics, multiple options would create redundancy, waste, and 110 

inefficiency. 111 

Q. How do you respond to RICL’s assertion that the Commission should grant a 112 

CPCN for the Rock Island Project because it will promote the development 113 

of an effectively competitive electricity market in Illinois? 114 

A. Dr. McDermott appears to have seized on language that the Illinois legislature 115 

added to sections 8-406(b)(1) and 8-503 of the Act in 2007.21  Presumably, at the 116 

appropriate time, the lawyers can debate how that language might apply to 117 

                                                             
18 RICL Exhibit 10.14, lines 577-78. 
 
19 The Brattle Group recently published a peer-reviewed report on the subject of regional 
transmission planning, which was commissioned by the Working Group for Investment 
in Reliable and Economic Electric Systems (“WIRES”).  A copy of the July 2013 report, 
entitled The Benefits of Electric Transmission: Identifying and Analyzing the Value of 
Investments, is available at the following link (last accessed October 15, 2013): 
http://wiresgroup.com/docs/WIRES%20Brattle%20Rpt%20Benefits%20Transmission%2
0July%202013.pdf. 
 
20 RICL Exhibit 10.14, line 580. 
 
21 RICL Exhibit 4.2, lines 21-23.  The language added to section 8-406(b)(1) of the Act 
comprises the alternative prong that I reference in footnote 11, supra. 
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present-day interstate transmission development, given (1) the legislative history 118 

and context of the language and (2) the significant FERC advancements in recent 119 

years with respect to transmission planning, including FERC Order No. 1000.  I 120 

will confine my comments to non-legal issues.  First, by arguing that the Rock 121 

Island Project will “promote the development of an effectively competitive 122 

electricity market,” Dr. McDermott appears to assume that an effectively 123 

competitive electricity market in Illinois does not currently exist, which is 124 

unfounded.  Many changes have occurred to enhance electricity market 125 

competition in this region in the six years since the above-described language was 126 

added to sections 8-406(b)(1) and 8-503 of the Act.  Second, modeling temporary 127 

reductions in locational marginal prices (“LMPs”) (due to the importation of low 128 

marginal cost wind energy into northern Illinois) is not tantamount to 129 

demonstrating that the Rock Island Project will promote the development of an 130 

effectively competitive electricity market in Illinois.  In wholesale electricity 131 

markets, prices vary; and, by contributing to short-term price variability, the Rock 132 

Island Project would not accomplish anything exceptional.  In general, effectively 133 

competitive electricity markets would have transparency, low entry and exit 134 

barriers, low transactions costs, low externalities, and an absence of market 135 

power.  I am unable to equate Dr. McDermott’s modeling of temporary reductions 136 

in LMPs with those characteristics.  At most, I view Dr. McDermott’s modeling 137 

as attempting to demonstrate a positive cost-benefit for the Rock Island Project.  138 

Certainly, RICL has every incentive to try to demonstrate a positive cost-benefit, 139 
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but it is not the same as demonstrating that the Rock Island Project will promote 140 

the development of an effectively competitive electricity market in Illinois. 141 

Q. You have not commented on whether RICL has met the other requirements 142 

for a CPCN under section 8-406, including whether RICL is capable of 143 

managing and supervising the construction process, and whether RICL is 144 

capable of financing the proposed construction without significant adverse 145 

financial consequences.  What are we to conclude from your lack of 146 

comments on these other aspects of a CPCN requirement? 147 

A. By not commenting on other requirements that RICL must meet in order to 148 

qualify for a CPCN under section 8-406 of the Act, I do not mean to imply that I 149 

believe RICL has met those requirements; only that those requirements are 150 

beyond the scope of my testimony, and I am not offering my opinions or 151 

comments on those items at this time. 152 

Q. Does this conclude your rebuttal testimony? 153 

A. Yes, it does. 154 


