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I. INTRODUCTION 1 

A. Witness Identification 2 

Q. Please state your name and business address. 3 

A. My name is Sherman J. Elliott. My business address is 8020 Hunt Road, Springfield, 4 

Illinois 62712. 5 

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

A. I am a Principal Consultant with SJE Consulting. I am testifying on behalf of 7 

Commonwealth Edison (“ComEd”) in this proceeding. 8 

B. Summary of Testimony 9 

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

A. I am responding to policy issues raised in the direct testimony of Staff Witness Richard 11 

Zuraski (Staff Ex. 1.0).  12 

Q. What is your general conclusion with regard to Mr. Zuraski’s employment of an 13 

Illinois specific cost benefit test for the Regional Transmission Organization (RTO) 14 

approved transmission line addition at issue in this proceeding? 15 

A. I respectfully disagree with Mr. Zuraski’s position with regard to the selective 16 

employment of an Illinois specific cost-benefit test for ICC approval of ComEd’s request 17 

for a Certificate of Public Convenience and Necessity (“CPCN” or “Certificate”) as 18 

proposed in his testimony.  The benefits of competition that Illinois has enjoyed over the 19 

last decade have been made possible to a large degree because Illinois transmission 20 

policy has evolved in conjunction with regional transmission organizations and because 21 

Illinois has recognized that our market is part and parcel of larger regional markets that 22 
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must all work together.  Mr. Zuraski’s recommendation that the Commission reject, 23 

based on the selective employment of a state specific stand-alone cost-benefit test, a 24 

transmission line that has met all the requirements for inclusion in PJM’s Regional 25 

Transmission Expansion Plan (RTEP), a Federal Energy Regulatory Commission 26 

(“FERC”) approved tariff process, reverts to an era prior to enactment of both The 27 

Energy Policy Act of 1992 (“EPACT”)1 and subsequent FERC Orders implementing 28 

EPACT (e.g., FERC Order Nos. 8882, 889,3 890,4 10005 and 20006), as well as Illinois’ 29 

Electric Service Customer Choice and Rate Relief Law of 19977.  I believe the selective 30 

application of this policy will serve to potentially balkanize the transmission grid, put 31 

Illinois and its RTOs/ISOs in direct opposition with its regulated utilities and set a 32 

dangerous precedent with regard to future transmission investment in Illinois that may 33 

have broad regional impacts.   34 

Q. Please explain how your testimony is organized. 35 

                                                 
1 http://thomas.loc.gov/cgi-bin/query/z?c102:H.R.776.ENR: 
2 Order No. 888 and various related Orders clarifying Order No. 888 can be found here:  

http://www.ferc.gov/legal/maj-ord-reg/land-docs/order888.asp 
3 Order No. 889 and various related Orders clarifying No. Order 889 can be found here:  

https://www.ferc.gov/legal/maj-ord-reg/land-docs/order889.asp 
4  Preventing Undue Discrimination and Preference in Transmission Service, Order No. 890, 

FERC Stats. & Regs. ¶ 31,241, order on reh’g, Order No. 890-A, FERC Stats. & Regs. ¶ 31,261 (2007), 
order on reh’g, Order No. 890-B, 123 FERC ¶ 61,299 (2008), order on reh’g, Order No. 890-C, 126 FERC 
¶ 61,228 (2009), order on clarification, Order No. 890-D, 129 FERC ¶ 61,126 (2009). 

5  Transmission Planning and Cost Allocation by Transmission Owning and Operating Public 
Utilities, Order No. 1000, FERC Stats. & Regs. ¶ 31,323 (2011), order on reh’g, Order No. 1000-A, 139 
FERC ¶ 61,132, order on reh’g and clarification, Order No. 1000-B, 141 FERC ¶ 61,044 (2012). 

6 http://www.ferc.gov/legal/maj-ord-reg/land-docs/RM99-2A.pdf 
7 http://www.ilga.gov/legislation/ilcs/ilcs4.asp?ActID=1277&ChapterID=23&SeqStart=35800000 

&SeqEnd=40900000 
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A. I begin with a summary of my conclusions, followed with a discussion of how 36 

transmission policy in the State of Illinois has evolved over the past two decades.  I then 37 

discuss the three primary reasons why I recommend that the Illinois Commerce 38 

Commission (ICC or Commission) should not adopt an Illinois specific economic test for 39 

transmission expansion in this proceeding.  40 

C. Background and Qualifications 41 

Please describe your professional and education background. 42 

A. I have been a Principal Consultant with SJE Consulting for approximately two years, 43 

starting in the Spring of 2012.  Prior to developing my consulting practice, I served as 44 

Commissioner on the Illinois Commerce Commission (ICC) from January 2008 to March 45 

2012.  Prior to serving in that capacity at the ICC, I was a Manager of State Regulatory 46 

Affairs for the Mid Continent Independent System Operator (“MISO”) from 2004 47 

through 2007.  Prior to my engagement with MISO, I spent more than a decade on staff at 48 

the ICC serving various roles from staff economist in the Public Utilities Division to 49 

Senior Policy Advisor to various Commissioners.  I have a B.A. in Economics and an 50 

M.A. in Economics from the University of Illinois, Springfield. 51 

II. STAFF’S USE OF A STATE-SPECIFIC ECONOMIC TEST FOR CPCN 52 
APPROVAL SHOULD BE REJECTED. 53 

Q. Please describe the three primary reasons why you believe Staff’s use of a state-54 

specific economic test for certification should be rejected. 55 

A. First, it ignores the development and implementation of competitive regional markets and 56 

the benefits thereof. Second, the application of the test appears to be selective and 57 
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arbitrary. And further, it appears that Mr. Zuraski’s arguments are jurisdictionally 58 

misplaced. 59 

A. Regional Markets 60 

Q. What were the key elements of Illinois’ Electric Service Customer Choice and Rate 61 

Relief Law of 1997, the EPACT, and subsequent FERC Orders implementing 62 

EPACT that fundamentally changed the landscape for electric transmission 63 

development and implementation in Illinois? 64 

A. The EPACT and subsequent FERC Orders implementing EPACT (e.g., FERC Order 65 

Nos. 888, 889, 890, 1000, and 2000) laid the groundwork for establishment of RTOs and 66 

ISOs in the United States, creating open access to the bulk transmission grid and setting 67 

standards of conduct to establish and promote competition in the regional wholesale 68 

power market.  Section 16-126 of the Illinois Public Utilities Act, adopted as part of the 69 

Illinois’ Electric Service Customer Choice and Rate Relief Law of 1997, required utilities 70 

in Illinois to establish or join an RTO or ISO, with the same intent: 71 

 The General Assembly finds that the establishment of one or more 72 
independent system operators or their functional equivalents is required to 73 
facilitate the development of an open and efficient marketplace for 74 
electric power and energy to the benefit of Illinois consumers.  75 
Therefore, each Illinois electric utility owning or controlling transmission 76 
facilities or providing transmission services in Illinois and that is a 77 
member of the Mid-American Interconnected Network as of the effective 78 
date of this amendatory Act of 1997 shall submit for approval to the 79 
Federal Energy Regulatory Commission an application for establishing or 80 
joining an independent system operator that shall: 81 

(1) independently manage and control transmission facilities of any 82 
electric utility; 83 

(2) provide for nondiscriminatory access to and use of the 84 
transmission system for buyers and sellers of electricity; 85 

(3) direct the transmission activities of the control area operators; 86 
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(4) coordinate, plan, and order the installation of new 87 
transmission facilities; 88 

(5) adopt inspection, maintenance, repair, and replacement 89 
standards for the transmission facilities under its control and direct 90 
maintenance, repair, and replacement of all facilities under its control; and 91 

(6) implement procedures and act to assure the provision of 92 
adequate and reliable service. 8 93 

The Customer Choice and Rate Relief Law of 1997, development of federally 94 

approved Regional Transmission Organizations (“RTO”) and Independent System 95 

Operators (“ISO”), and the requirement of Section 16-126 of the Illinois Public Utility 96 

Act for membership in an RTO or ISO, all fundamentally changed the electric 97 

transmission landscape from a balkanized system of stand-alone, vertically integrated 98 

utility control areas under price regulation to a competitive regional transmission system 99 

with an integrated competitive energy market, for those utilities that chose to join, or, in 100 

Illinois’ case, were mandated to join an RTO or ISO.  These landmark legislative and 101 

regulatory processes were designed to establish, develop, and promote competitive 102 

markets for both wholesale and retail transactions.   103 

Q. Has the legislative and regulatory transition from price regulated to competitive 104 

markets, both wholesale and retail, benefitted Illinois energy consumers?  105 

A. Yes.  As an example, an excerpt from the ICC’s Fourth Triennial Report to the Illinois 106 

General Assembly on Retail and Wholesale Competition in the Illinois Electric Industry9 107 

states:  “The report concludes that retail competition has increased significantly since the 108 

                                                 
8  220 ILCS 5/16-126, Sec. 16-126. (a) (emphasis added). 
9  Full Document may be found here:  http://www.icc.illinois.gov/reports/report.aspx?rt=5 
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last time this report was filed in 2006.”10 And, “…more than 50% of the entire retail load 109 

in Illinois is served by RES supply, up from 18% in October 2005.”11  Since that report 110 

was issued by the ICC in 2009, as of May 31, 2013, Alternative Retail Electric Suppliers 111 

(“ARES”) provide nearly 80% of the total electric supply in ComEd and Ameren Illinois 112 

service areas, up from 60% at the same time last year.12  To put these switching statistics 113 

into real dollar savings perspective for residential customers, the ICC’s Office of Retail 114 

Market Development (“ORMD”) 2013 Annual Report to the General Assembly stated:  115 

“For the twelve-month period from June 2012 to May 2013, it is estimated that the total 116 

savings amount to approximately $268 million.  The monthly average savings of about 117 

$22 million is close to the entire estimated savings of approximately $24 million for the 118 

previous year.”13  This represents over a ten-fold increase, year over year.  The 119 

development of competitive alternatives to bundled, price regulated utility service clearly 120 

benefit from a robust and competitive wholesale transmission system that enables 121 

transactions between and among customers and suppliers to take place with increasing 122 

frequency.  To put a broader, multi-year economic value on the benefits of competitive 123 

regional energy markets, a February 2014 Joint Report to the General Assembly of the 124 

Illinois Chamber Of Commerce, the Illinois Manufacturers’ Association, the Illinois 125 

Retail Merchants Association and the Illinois Business Roundtable estimated: “…$37 126 

                                                 
10  Retail and Wholesale Competition in the Illinois Electric Industry: Fourth Triennial Report 

2009, p. 2. 
11  Id., p. 4. 
12  Office of Retail Market Development, Illinois Commerce Commission 2013 Annual Report, 

Executive Summary. 
13  Id., p. 26. 
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billion in cumulative value for Illinois electricity customers since the pricing features of 127 

Illinois’ restructuring law took effect in 1998.”14  128 

Q. Is the test proposed by Mr. Zuraski consistent with this history? 129 

A. No.  It fails to recognize that markets are regional and that generators in other states not 130 

only serve the ComEd zone but affect Illinois and Illinois customers.  The stand-alone 131 

test is inconsistent with regional planning and ignores the fact that regional transmission 132 

planning is a “cooperative game” that the entire region is engaged in, and we all need to 133 

pull together to be successful.  Second guessing the RTO when it finds a Reliability need, 134 

an Economic need, or in this case, a Stage 1A ARR Infeasibility need, invites other states 135 

to second guess the regional planning process and develop their own tests as well, 136 

resulting in a policy and jurisdictional nightmare.  As long as the RTO is following its 137 

FERC approved rules regarding its planning processes, these types of stand-alone policy 138 

intrusions should be avoided. 139 

B. Arbitrary Application of Cost/Benefit Test 140 

Q. Is Mr. Zuraksi’s application of the stand-alone test for certification consistent with 141 

past Commission policy and decisions? 142 

A. No.  Rather, as compared to these past decisions it appears selective and arbitrary.  For 143 

example, in the direct testimony of Staff Witness Rockrohr, in a recently approved major 144 

transmission expansion project in Illinois, Mr. Rockrohr stated:15 145 

                                                 
14  Electricity & Natural Gas Customer Choice In Illinois—A Model For Effective Public Policy 

Solutions, a Joint Report of the Illinois Chamber Of Commerce, the Illinois Manufacturers’ Association, 
the Illinois Retail Merchants Association and the Illinois Business Roundtable., Feb 2014, p. 2. 

15 Docket No. 12-0598, ICC Staff Ex. 1.0, p. 6 (emphasis added). 
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 My understanding is that projects within MISO’s MVP Portfolio 146 
must: (1) deliver energy in a manner that is more reliable and/or more 147 
economic than it otherwise would be without the transmission upgrade, (2) 148 
provide multiple types of economic value across multiple pricing zones 149 
and so be cost beneficial, or (3) generate quantifiable financial and 150 
reliability benefits in excess of project costs. While it is possible  that 151 
ATXI or AIC could construct alternative projects to resolve specific 152 
loading and voltage issues within Illinois, the Illinois Rivers Project 153 
appears to me to be a superior approach, as it addresses needs within 154 
MISO’s entire operating region: not only needs within Illinois. 155 

And also:16 156 

 Specifically, MISO determined that the Project is necessary to 157 
promote the development of an effectively competitive electricity market 158 
as wind generation continues to develop. Though I did not independently 159 
verify MISO’s study results, I have no reason to question MISO’s 160 
conclusion that an additional 345 kV line across central Illinois is 161 
necessary and the least cost means to satisfy the service needs of not only 162 
electric utility customers in Illinois, but also electric utility customers in 163 
the entire MISO footprint. 164 

Since Staff did not apply an Illinois specific stand-alone test in the Ameren Illinois Rivers 165 

Project with an estimated cost in excess of $1,000,000,000, it certainly appears to be 166 

selective use of the application of this type of test for certification in the instant 167 

proceeding.   168 

Either one accepts the FERC approval criteria and process for the MISO 169 

Transmission Expansion Plan (“MTEP”) and PJM’s Regional Transmission Expansion 170 

Plan (“RTEP”) and the resulting regional basis for cost allocation and benefit accrual, or 171 

one addresses each project on an Illinois specific, stand-alone cost/benefit basis as if the 172 

RTOs did not exist.  One cannot have it both ways.  Staff’s testimony in the Ameren 173 

Transmission case (Docket No. 12-0598) and the Commission’s acceptance of Staff’s 174 

arguments in support of MISO’s determination through its FERC approved MTEP 175 

                                                 
16  Id., p. 7, Emphasis added. 
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process that the project is necessary to promote the development of an effectively 176 

competitive electricity market, along with the PJM RTEP approval for inclusion in the 177 

2012 plan should provide sufficient justification for ICC CPCN approval of this project. 178 

Q. Are you aware of other circumstances in which the Commission has developed a test 179 

of Illinois market efficiency that has focused only on the costs of generators 180 

physically located in Illinois? 181 

A. No.   182 

Q. Are you aware of other circumstances in which the Staff has recommended a test of 183 

Illinois market efficiency that has recognized that generators located outside of 184 

Illinois also serve Illinois customers? 185 

A. I would note that Staff did consider out of state generators in its analysis of the Rock 186 

Island Clean Line and Illinois Rivers transmission projects.  In the Rock Island case the 187 

generators were exclusively out of state.  I would also note that in a recent ICC decision 188 

on an American Transmission Company (“ATC”) transmission project (Docket No. 11-189 

0661), the Commission concluded, without employing a cost/benefit test, that a new line 190 

that reduces congestion and provides a pathway for lower cost energy to reach consumers 191 

constitutes a benefit to the competitive market under Section 8-406.1.17  192 

C. Jurisdictional Issues 193 

Q. How does Mr. Zuraski address the inter-relationship between Illinois and regional 194 

interests and planning functions in his testimony? 195 

                                                 
17 Order, Docket 11-0661, p. 8. 
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A. Mr. Zuraski offers the following Questions and Answers in his testimony18: 196 

Q. Does PJM’s selection and approval of the ComEd Project over other 197 
proposed alternatives suggest that the Project is the least cost means 198 
of satisfying the objectives listed in Section 8-406.1(f) of the Public 199 
Utilities Act? 200 

A. No. It suggests that the Project may be the least cost means of 201 
satisfying the objectives of PJM and the requirements of the PJM 202 
tariff. PJM’s selection and approval of the Project says nothing about 203 
how or if the Project is consistent with the requirements of Section 204 
8-406.1(f). As noted, above, I do not believe that the Project should 205 
be considered part of a least cost strategy for promoting an 206 
effectively competitive electricity market because the costs of the 207 
Project exceed its benefits. 208 

And: 19 209 

Q. Do you agree that the Project is the least cost means of satisfying the 210 
objectives of promoting an effectively competitive electricity market 211 
that operates efficiently and that is equitable to all customers? 212 

A.  No. I generally believe that the practices and policies of PJM, the 213 
PJM market monitor, and the Federal Energy Regulatory 214 
Commission (“FERC”) comprise a cost-effective system for 215 
promoting an effectively competitive electricity market that operates 216 
efficiently and that is equitable to all customers. However, that is not 217 
to say that I would agree with every one of those practices and 218 
policies, or that every one of those practices and policies are 219 
conducive to promoting an effectively competitive electricity market 220 
that operates efficiently and that is equitable to all customers in the 221 
least cost manner. For example, in this case, even though the Project 222 
has been selected by PJM in conformance with its FERC-approved 223 
tariff, I do not believe that the Project should be considered part of a 224 
least cost strategy for promoting an effectively competitive 225 
electricity market that operates efficiently and that is equitable to all 226 
customers. In short, this is because the costs of the Project exceed 227 
the benefits. 228 

Q. What do these Questions & Answers suggest to you?? 229 

                                                 
18 Docket No. 13-0657, ICC Staff Ex. 1.0, p. 11. 
19 Docket No. 13-0657, Staff Ex. 1.0, pps. 7-8. 
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A. They suggest that Mr. Zuraski’s arguments are jurisdictionally misplaced.  In particular, 230 

they suggest that somehow PJM is subject to ICC approval for its transmission expansion 231 

plans, when in fact it is FERC’s approval that is necessary.  These are not practices and 232 

policies at issue here; they are FERC approved tariffs that have the force of law.  Mr. 233 

Zuraski’s comment that he does not believe that the Project should be considered part of 234 

a least cost strategy for promoting an effectively competitive electricity market because 235 

the costs of the Project exceed its benefits should more properly have been raised at the 236 

FERC, before the tariffs were approved,20 as an objection to either PJM’s RTEP 237 

process in general or PJM’s 2012 RTEP specifically.  The objection is not properly made 238 

here at the ICC once the project has been accepted and included in the plan.   239 

In fact, it appears that nearly all of Mr. Zuraski’s testimony in opposition to this 240 

project from a cost/benefit perspective should have been placed before the FERC some 241 

time ago in dispute of the RTEP inclusion criteria.  For example, if Mr. Zuraski is 242 

unhappy with the fact that FERC considers broader regional criteria other than state 243 

specific cost/benefit ratios or market efficiencies in effectively promoting competitive 244 

markets, Mr. Zuraski should have argued those issues at the FERC.  The FERC approved 245 

RTEP process is designed to promote the development of an effectively competitive 246 

electricity market that operates efficiently and that is equitable to all customers.  To the 247 

extent that the Staff of the ICC does not agree with whether the FERC-approved RTEP 248 

process promotes an effectively competitive electricity market that operates efficiently 249 

                                                 
20 The Commission intervened at FERC when PJM filed its proposed changes to its Operating 

Agreement concerning long-term transmission rights, i.e., Stage 1A ARRs but raised no issues.  See Notice 
of Intervention of the Illinois Commerce Commission, Docket No. ER06-1218 (filed Aug. 7, 2006), located 
at http://elibrary.ferc.gov/idmws/common/OpenNat.asp?fileID=11105789.   
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and that is equitable to all customers, the arguments, both for and against, properly reside 250 

before the FERC, not at the ICC.  251 

To suggest that additional, Illinois specific, stand-alone economic tests now must 252 

be selectively applied is obstructive and prejudicial to beneficial improvement of the 253 

transmission grid for Illinois and the broader region.  As I’ve noted throughout my 254 

testimony, competition and competitive regional markets have provided and continue to 255 

provide countless benefits to Illinois electric consumers.  I believe Illinois values the 256 

regional planning process because of the benefits derived by its consumers.  Embarking 257 

on a policy shift that pits the states versus FERC-approved regional planning would be 258 

seriously counter-productive.   259 

Q. Do you know if the Commission raised any of these issues with FERC? 260 

A. To the best of my knowledge, the Commission raised none of these issues at FERC.  The 261 

Commission supported the comments of the Organization of MISO States (“OMS”) in 262 

the FERC rulemaking on long-term transmission rights, RM06-8.  In those comments, the 263 

OMS noted that implementing the objectives of long-term transmission rights likely will 264 

require “a significant expansion in the transmission system” and further noted that such a 265 

process would be consistent with Section 217(b)(4) of the Federal Power Act.21  These 266 

comments also recognized the need to pay for upgrades required to hedge congestion.22  267 

Nowhere did OMS or the Commission argue that any such upgrades should pass any 268 

benefit-to-cost test. 269 

                                                 
21 Comments of the Organization of MISO States, Docket Nos. RM06-8-000, AD05-7-000 at 3-4 

(filed Mar. 13, 2006).  The Commission did not file separate comments. 
22 Id. at 4-5. 
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Q. What do you understand to be the process that would follow if the ICC should deny 270 

the Certificate of Public Convenience and Necessity ComEd has requested in this 271 

case? 272 

A. To my knowledge, and as further stated in the testimony of Mr. McGlynn (ComEd Ex. 273 

14.0), PJM would be compelled to, once again, require another transmission expansion 274 

project in order to comply with its FERC approved tariff processes.  In the meantime, 275 

Illinois consumers will continue to pay higher congestion costs until a solution is 276 

implemented. 277 

III. CONCLUSION 278 

Q. Does this conclude your rebuttal testimony? 279 

A. Yes. 280 


	I. INTRODUCTION
	A. Witness Identification
	B. Summary of Testimony
	C. Background and Qualifications

	II. STAFF’S USE OF A STATE-SPECIFIC ECONOMIC TEST FOR CPCN APPROVAL SHOULD BE REJECTED.
	A. Regional Markets
	B. Arbitrary Application of Cost/Benefit Test
	C. Jurisdictional Issues

	III. CONCLUSION



