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I. INTRODUCTION 1 

A. Witness Identification 2 

Q. Please state your name and business address. 3 

A. My name is Laurie Oppel.  My business address is 1200 19
th

 Street, NW, Suite 700, 4 

Washington, DC 20036. 5 

Q. Are you the same Laurie Oppel that submitted testimony in this docket? 6 

A. Yes.  My background, qualifications, duties, and responsibilities are unchanged. 7 

B. Summary of Testimony 8 

Q. What are the purposes of your rebuttal testimony? 9 

A. The purpose of my rebuttal testimony is to address misperceptions that may have been 10 

created by Mr. Zuraski about the economic benefits of the Grand Prairie Gateway 11 

(“GPG”) Project (the “Project.”).   12 

II. PRODUCTION COST SAVINGS TO CUSTOMERS 13 

Q. What is the Navigant production cost savings estimate referenced by Mr. Zuraski? 14 

A. Mr. Zuraski cites a Navigant estimate of production cost savings of generators physically 15 

located in Illinois, which was the data ComEd provided in response to Staff DR RJZ 16 

2.02.
1
  While Navigant’s original analysis of the savings resulting from the Project did 17 

include all savings affecting the ComEd Zone from the customers’ perspective, Navigant 18 

did not separately calculate all of the generator production cost savings.  Because we 19 

                                                 
1
  Production costs are defined as the sum of variable operating and maintenance (O&M) costs 

(including non-fuel start-up costs), fuel costs, and emissions allowance costs.  The response to that data 

request provided production costs both for the Commonwealth Edison control area and for the State of 

Illinois. 
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were unable at that time to provide generator production cost data outside of Illinois 20 

generators, Mr. Zuraski’s analysis of generator production cost savings was limited to 21 

generators located in Illinois.   22 

Q. Are production cost savings by Illinois generators the correct data to use if one is 23 

evaluating cost savings from the perspective of either Illinois customers or the 24 

competitive energy market in the region as a whole? 25 

A. No.  Production cost savings by Illinois generators are only a part of story and, as Mr. 26 

Zuraski acknowledges, are not a complete picture of all production cost savings passed 27 

on to ComEd Zone customers.  In Staff Ex. 1.0, Mr. Zuraski is asked whether it is a 28 

problem for his cost-benefit analysis to use production cost data for Illinois generators 29 

only.
2
  In response, Mr. Zuraski acknowledges that it could be a problem in that there 30 

may also be production cost reductions elsewhere as a result of the Project that could 31 

benefit retail customers in the ComEd Zone.   32 

Q. How should production cost savings be measured in order to determine their 33 

contribution to the benefit for customers in the ComEd Zone? 34 

A. Because customers in the ComEd Zone and the prices they pay for electricity energy are 35 

affected by generators throughout PJM’s integrated market and beyond, customers in the 36 

ComEd Zone benefit from far more than production cost savings of generators in Illinois.  37 

Clearly, they are affected by cost reductions throughout PJM, so at a minimum 38 

production cost savings should be measured for generations in all of PJM.    39 

                                                 
2
  Staff Ex. 1.0, 28: 579-80 
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Q. Has Navigant been able to calculate the production cost savings for the PJM region 40 

attributable to the Project? 41 

A. Yes.  Navigant has expanded the calculation of production costs and production costs 42 

savings to include all generation in PJM.  Insofar as the Project is concerned, this is a 43 

conservative measurement because it does not include production cost savings of 44 

generators outside of PJM. 45 

Q. What are those production cost savings? 46 

A. These production cost savings for the Most Probable case are summarized in Table 1 and 47 

these cost savings are shown by year for the two cases - “with” Grand Prairie Gateway 48 

and “without” Grand Prairie Gateway – in the table attached as ComEd Ex. 13.01.   49 

Table 1 50 

Summary of Production Cost Savings in PJM 51 

Most Probable Case 52 

 53 

Q. How do these production cost savings relate to the energy cost savings calculated by 54 

Navigant and presented in your direct testimony? 55 

A. They measure two fundamentally different things.  Energy costs – what customers pay – 56 

are a function of LMPs, which in turn are derived from losses, congestion, and the 57 

marginal clearing price of energy.  Production costs are a measure of the costs of all 58 

dispatched generators in every hour whether those generators set the energy price that 59 

customers pay or not.  We provided energy cost data because ComEd focused on 60 

Discount Rate 

0.00%

Discount Rate 

3.53%

Discount Rate 

7.73%

$387.8 $295.6 $221.9
Present Value

(2018-2032)

Production Cost Savings in PJM

($ million)



Docket No. 13-0657 

ComEd Ex. 13.0 

Page 4 of 10 

customers’ savings.  We are providing this data as part of ComEd’s response to Staff’s 61 

proposed cost-benefit test which focuses on generators’ costs instead of what customers 62 

pay.  63 

Q. Why was the PJM wide production cost data not provided in the original response 64 

to Staff Data Request RJZ 2.02? 65 

A. Navigant did not originally calculate generator production cost data because it is not the 66 

driver of customer benefits.  When asked about production costs by the data request, the 67 

Illinois data we produced was what could be made readily available.  In contrast, to 68 

calculate the PJM-wide data has required Navigant to model the dispatch and costs of 69 

every generator in the PJM region, by hour, over the entire study period.  This has 70 

literally taken hundreds of hours and tens of thousands of dollars and computer resources 71 

that were at the time devoted to responding to other Staff Data Requests requiring re-runs 72 

of the entire PROMOD model for multiple years under other alternative assumptions.  73 

See ComEd’s Response to Staff Data Request MH 2.01.  74 

III. SAVINGS IN LOSSES 75 

Q. What are transmission losses? 76 

A. It is well understood that a certain percentage of all the electricity generated and input 77 

into any electric transmission system does not get delivered to customers because, as a 78 

matter of physics, transmission and transformation are not perfect processes.  A portion 79 

of the energy is simply lost.  The costs of these losses are paid by customers.  Minimizing 80 

those losses are a savings to customers and to society.  Losses are also a cost to society 81 
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and to customers.  When a transmission expansion reduces losses, society and customers 82 

both benefit. 83 

Q. How does a transmission upgrade such as the GPG Project reduce losses? 84 

A. A transmission upgrade such as the Project reduces losses in several ways.  Basically, 85 

losses are a function of the level of loading on transmission elements.  The Project 86 

reduces congestion and thus reduces loading on each element.  Total losses are, therefore, 87 

reduced.   88 

Q. Did Navigant include savings to ComEd Zone customers due to decreased losses in 89 

the system with Grand Prairie Gateway in service? 90 

A. Yes.  The annual cost of losses to customers in the ComEd Zone are measured as the 91 

product of load in the ComEd Zone and the losses component of the LMPs in the ComEd 92 

Zone.  Loss savings are summarized in Table 2 and are shown by year with and without 93 

the Project in the table attached as ComEd Ex. 13.02.     94 

Table 2 95 

Summary of Losses Savings in ComEd Zone 96 

Most Probable Case 97 

 98 

Q. Are the loss savings uniform year round? 99 

Discount Rate 

0.00%

Discount Rate 

3.53%

Discount Rate 

7.73%

$178.6 $134.6 $99.8

Losses Savings in ComEd

($ million)

Present Value

(2018-2032)
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A. No.  Loss savings are greatest under peak load condition.  For example, in 2018 loss 100 

savings are 14.6 megawatts (MW) under peak load conditions and in 2023, estimated 101 

savings are 18.4 MW.  This represents a savings of approximately 2.5% under peak load. 102 

Q. How do these savings relate to the savings presented in your direct testimony? 103 

A. This is a subset of those savings.  As I said, savings to customers are driven by energy 104 

costs, congestion costs, and losses.  Loss savings are one component.   105 

IV. CONGESTION COST SAVINGS TO CUSTOMERS 106 

Q. Can one assume that the PJM hedging tools are perfect, so that any reduction in 107 

congestion attributable to the Project will be offset on a one-to-one basis by a 108 

reduction in the value of hedges (Stage 1A ARRs) that benefit customers? 109 

A. No.  But, Mr. Zuraski makes this simplified assumption as the basis to disregard entirely 110 

the $690 million in congestion savings that Navigant identified.   111 

Q. Why is Mr. Zuraski’s assumption inaccurate? 112 

A. To assume that any reduction in congestion will be offset on a one to one basis by a 113 

reduction in the value of hedges would also assume that changes in congestion at 114 

individual nodes (and the ComEd Zone load-weighted mean LMP) are known with 100% 115 

certainty by the purchasers of those hedges and that the purchasers have perfect foresight 116 

about the final value of those hedges.  It is extremely unlikely that these conditions would 117 

be satisfied.  In addition, it would assume that those hedging instruments are fully 118 

funded.  Mr. McGlynn confirms (ComEd Ex. 14.0) this, as well. 119 
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Q. Have you calculated the change in the value of the ARRs attributable to the 120 

construction of the GPG Project? 121 

A. Yes.  Navigant calculated the value and change in value of the annual ARRs in the 122 

ComEd Zone for both cases with and without the GPG project.  123 

Q. How did you do that? 124 

A. The value of ARR for a given bus in a given year is calculated as the average annual 125 

FTR, in $/MWh terms, multiplied by 8760 (the number of hours in a 365-day year) 126 

multiplied by the amount of MW cleared at the bus in the ARR allocation process.  The 127 

FTR value is calculated as the congestion component of load-weighted LMPs in the 128 

ComEd Zone minus the congestion component of LMP for the given bus.  The MW 129 

cleared for each bus was provided to Navigant by PJM and includes all ARRs, including 130 

Stage 1A ARRs. The values of ARRs are then calculated both “with” and “without” the 131 

Project using the LMP for each case, respectively, and from those calculations the 132 

difference is derived.  The results of this ARR analysis are summarized in Table 3.  133 

Table 3 134 

Summary of ARR Value in ComEd Zone 135 

Most Probable Case 136 

 137 

Q. Did you determine circumstances or conditions under which ARRs may not be 138 

exercised, and was adjustment made for that in your calculation of the change in 139 

value of ARRs? 140 

ARR Before GPG ARR After GPG
Reduction in ARR 

Value

$1,226.7 $461.3 $765.5
Total

(2018-2032)

Change in ARR Value in ComEd Zone

($ million)
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A. Yes, in the course of this analysis we determined that the Project could reverse the 141 

direction of FTR value at Byron and at Lee County.  Put another way, the FTR 142 

calculations for Byron and Lee County show that there is relatively more congestion at 143 

those buses than at the ComEd zonal average after construction of the GPG Project.  This 144 

means that if the owner of an ARR from Byron or Lee County to the ComEd Zone were 145 

to exercise its ARR rights, it would have to pay the FTR value rather than receive a FTR 146 

credit.  It is my understanding that allocation or ownership of an ARR does not obligate 147 

the owner to convert the ARR to FTRs.  Therefore, in the years where Byron and Lee 148 

County have negative FTR values, rational holders would not exercise them.  We 149 

reflected this in our model.  As the Organization of MISO States (of which Illinois is a 150 

member) observed,
3
 “If a generation source is likely to provide counter flow for 151 

significant enough periods that the net payments are negative, it is highly unlikely that 152 

the transmission customer would request a long-term firm transmission right for that 153 

generator.”   154 

Q. Has Navigant also considered the level of funding of FTRs used to hedge 155 

congestion? 156 

A. Yes.  It is our understanding from PJM that cleared MW in the ARR allocation process 157 

are not sufficient to provide for full coverage of FTRs in the ComEd Zone and that 158 

therefore congestion is not fully hedged through ARRs.   159 

Q. Would the construction of the GPG project affect that level of funding? 160 

                                                 
3
 Organization of MISO States, Comments, Docket No. RM06-8-000, at 15 fn.25 (filed March 13, 

2006). 
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A. Yes.  It is our understanding from PJM that FTRs are expected to be funded at 70% in the 161 

absence of the GPG project and at 76% with the GPG project.  Mr. McGlynn (ComEd 162 

Ex. 14.0) confirms this.   163 

Q. Given the 70% level of FTR funding without the GPG Project and the 76% level of 164 

funding with the GPG Project, how much of the total congestion improvement 165 

calculated by Navigant for ComEd Zone customers is offset by changes in the value 166 

of ARRs?   167 

A. The difference in expected value of ARRs in the ComEd Zone is $508.1 million.  This is 168 

calculated as 70% times ARR “Before GPG” minus 76% times ARR “After GPG”, where 169 

the ARR values are shown above in Table 3. 170 

Q. Have you made this same calculation at other discount rates? 171 

A. Yes.  The results of these calculations are summarized in Table 4.   172 

Table 4 173 

Summary of ARR Value in ComEd Zone – 70%/76% Partial Funding Levels 174 

Most Probable Case 175 

 176 

ARR Before GPG ARR After GPG
Reduction in ARR 

Value

$858.72 $350.6 $508.1

$638.97 $255.8 $383.1

$467.61 $183.7 $283.9

Present Value                                       

3.53% Discount Rate

Present Value                                       

7.73% Discount Rate

Change in ARR Value in ComEd Zone - 70/76% Funding Levels

($ million)

Present Value                                       

0% Discount Rate
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Q. Of what significance, then is the $690 million of total 15-year congestion savings 177 

identified by Navigant that was set out in your direct testimony (ComEd Ex. 4.0, 178 

5:90-93)? 179 

A. The $690 million is the total reduction in congestion costs (in 2012 nominal dollars) that 180 

results from construction of the GPG Project.  This is a commonly used metric to show 181 

the existence and magnitude of congestion reductions.  In response, Mr. Zuraski opined 182 

that no congestion savings would be realized by retail customers in the ComEd Zone 183 

because of offsetting valuation of the allocated ARRs.  But, ARRs are not fully funded 184 

and the reduction in FTR costs to load serving entities in the ComEd Zone are only a 185 

portion of the full congestion savings.  Even accepting Mr. Zuraski’s premise concerning 186 

declining values of ARRs as an offset to congestion cost savings, Navigant’s analysis 187 

shows that retail customers will still realize additional benefits from this project of $182 188 

million ($690 million minus $508 million) in addition to production cost savings and 189 

reduced losses, on a 2012 nominal dollar basis. 190 

V. CONCLUSION 191 

Q. Does this complete your rebuttal testimony? 192 

A. Yes.  193 


