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Q: Would you please state your name? 1 

A. My name is Karl A. McDermott. 2 

Q: Have you previously submitted testimony in this proceeding? 3 

A. Yes, I have previously submitted prepared direct testimony and an exhibit 4 

identified as Rock Island Exhibits 4.0 and 4.1, respectively, and rebuttal 5 

testimony identified as Rock Island Exhibit 4.2. 6 

Q: What is the purpose of your rebuttal testimony? 7 

A. My purpose is to comment on and respond to several points in the rebuttal 8 

testimony of Staff witness Mr. Richard J. Zuraski in which he discusses my 9 

rebuttal testimony. (Staff Exhibit 6.0)   10 

Q: What are your comments on this portion of Mr. Zuraski’s rebuttal 11 

testimony?  12 

A. Mr. Zuraski’s primary justification for the methodology underlying his analysis is 13 

to test the likelihood that the Project cannot “succeed with market-based rates.” 14 

(Staff Ex. 6.0, 3:76-4:77)  This appears to be largely a result of a concern that 15 

Rock Island might “seek government assistance to resuscitate the Project if it 16 

begins to financially falter.” (Id. 4:117-118)  However, as I discuss below, Mr. 17 

Zuraski’s concern should not hinder the Illinois Commerce Commission (the 18 

“Commission”) issuance of a Certificate of Public Convenience and Necessity to 19 

Rock Island. 20 

First, I am not aware of, nor does Mr. Zuraski discuss, any government 21 

assistance programs for financially troubled power transmission lines. Second, if 22 

the “government” were to institute such a program, presumably that program 23 
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would have to be approved by an agency or legislative body based on the relative 24 

merits of such a social policy. I cannot say for certain that such a program would 25 

not be created, but it is certainly not my intention to suggest to the Commission 26 

that it provide a commitment to “bail out” a private entity, even if the 27 

Commission could legally commit to doing so. Indeed, I understand that in Mr. 28 

Berry’s rebuttal and surrebuttal testimonies, Rock Island has stated that it will 29 

agree to a condition to its certificate of public convenience and necessity that it 30 

will not utilize cost allocation or cost recovery methods that spread the costs to 31 

retail or wholesale electricity customers in Illinois other than the specific users of 32 

the line, unless Rock Island first initiates a new proceeding at this Commission to 33 

request and receive approval to do so. Mr. Zuraski acknowledges that this 34 

commitment by Rock Island minimizes the likelihood of harm to ratepayers 35 

through cost allocation (Id. 3:64-66).  36 

Finally, Mr. Zuraski claims that I have overstated the claim that there is 37 

“no risk to ratepayers” because Rock Island could potentially receive government 38 

assistance. (Id. 5:119) While I concede that the term “no risk” in its literal 39 

connotation could be considered an overstatement since none of us know what 40 

will happen in the future, for all practical purposes the risk to ratepayers or 41 

taxpayers is insignificant. It is difficult to conjure up a set of circumstances in 42 

which a government “bailout” of a privately owned transmission line would 43 

occur.  Further, even considering the somewhat more reasonable concern that 44 

Rock Island might request regulated rate treatment, such rate treatment would 45 

only be approved if the assets met the criteria for such approval. That would mean 46 
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that the  applicable regional transmission organization or organizations and FERC 47 

would accept, in effect, that the line provides more benefits than the costs thereby 48 

benefiting customers not harming them. The only risk to consumers is that FERC, 49 

MISO, or PJM (or all of these entities, and depending on the cost allocation or 50 

cost recovery methodology hypothetically sought) do not do their required jobs at 51 

some unspecified time in the future, and for a reason not yet identified by any of 52 

the witnesses in this case, Rock Island is allowed to charge unjust and 53 

unreasonable rates to customers for a transmission line that does not provide 54 

benefits to customers. This is an outcome that seems extremely unlikely to occur 55 

since regulation is set up to specifically avoid such outcomes, and since Rock 56 

Island both has stated its intent and made a commitment not to use cost allocation 57 

at all. 58 

Q: Mr. Zuraski claims that a new set of generators would create the same type 59 

of competitive benefits that you ascribe to the transmission line. (Id. 4:104-60 

5:106) Does this change your opinion of the appropriate method to use to 61 

evaluate the competitive effects of the line? 62 

A. No. First, that conclusion would entirely depend on the type and cost of the 63 

generation. It is conceivable that generation could be built that would be “out of 64 

the money” and have no effect on the energy price. Second, just because there are 65 

multiple methods by which generation markets can benefit from competition does 66 

not mean that this Project does not promote competition. Indeed, Mr. Zuraski 67 

does not take issue with my conclusion that the Project will promote competitive 68 

markets as it will lower prices in the short run and will not weaken competitive 69 
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markets. (Id. 4:102-104)  Further, in his direct testimony, Mr. Zuraski presented 70 

his own economic comparison of the Project to what he considered appropriate 71 

alternatives for comparison and his methodology and analysis indicated that the 72 

Project was the least-cost alternative (or, stated differently, provided the highest 73 

net economic benefits).  Finally, while Mr. Zuraski’s method could serve as a data 74 

point of reference for the Commission, I still contend that my method of analysis 75 

should be the primary approach used by the Commission to make its 76 

determination as to whether the Project will promote the development of an 77 

effectively competitive electricity market.     78 

Q: Does this complete your prepared surrebuttal testimony? 79 

A. Yes. 80 


